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HE great need of the hour is the removal of the
prevailing lack of confidence—lack of confi-
dence in the efficacy of our National Recovery pro-
gram, lack of confidence in the Administration’s
gold policy, lack of confidence in the ability to raise
commodity prices by depreciating the value of the
dollar, lack of confidence in the effort to bring about
social regeneration by uprooting all the principles
of economics which have served the world in the
past—in short, lack of confidence in the New Deal
according to the methods and processes by which
this is to be effected. At such a time it is certainly
not opportune to go about the country and preach
the doctrine of discontent

have done extraordinary things in Washington dur-
ing the last eight months, but I think our accom-
plishments so far are the faintest foreshadowing of
what is necessary.”

What are the “extraordinary things” which have
been accomplished? Mr. Wallace indulges in no
secrecy as to what he has in mind on that point.
He means the things that have been done for the
farmers and for labor. In this he sets himself down
as the advocate of class legislation. Why should
agriculture as a class be favored? Why should we
have class legislation for labor? To be sure, such
legislation has been the special concern of the
authorities at Washington.

and of general dissatisfac-
tion. But that is precisely
what Henry A. Wallace,

Report of I. B. A. Convention

They have made agricul-
ture and labor almost the
sole object of their care

% We devote twenty pages to-day to an

the Secretary of Agricul-
ture, has been engaged in
doing this very week.

In an address delivered
at Muncie, Indiana, on
Tuesday, Mr. Wallace ad-
vocated “A middle course
by which we can shake off
the leadership of discred-
ited capitalists without
committing ourselves to
the follies of the hell-rais-
ers.” This has a fine

account of the proceedings of the annual
Convention of the Investment Bankers’
Association of America, held at Hot
Springs, Va., on October 28 to November 1.

This great investment organization is
growing in importance and in influence
with each succeeding year. The feature
of the annual gatherings is always the
Committee reports, which will be found
spread out at length on subsequent pages.
The Committees are composed of men
thoroughly conversant with their subjects,
and they devote themselves to their re-
spective tasks with a thoroughness that
has never been surpassed anywhere in the

and solicitude, and Mr.
Wallace is as truly the
special advocate of agricul-
ture as William Green is
the advocate of labor. Cer-
tainly the whole address of
Mr. Wallace is devoted to
the cause of agriculture,
even though the relation of
agriculture to the general
economic and industrial
situation forms part of his
remarks.

sound, and is character-
istic of the utterances
which abound in the ad-
dress. It is calculated to

before

same line of work—in fact, has never
been equalled.
therefore, are of high value.

The Secretary of Agri-
culture characterizes the
policies of 1922-1929 as

Their

studies,

“damnable” (referring in

appeal to the superficial
and to those not inclined to go into a deep study of
the problems confronting the economic world, and
in particular the trials of the farmers, to whom the
Secretary’s remarks were chiefly addressed, and
whom he undertakes to captivate by adorning his
speech with such phrases as the “vomit of capital-
ism” in referring to the testimony brought out in
the hearings before the Senate Finance Committee.
In elucidation of what he means, Mr. Wallace deliv-
ered himself of the following: “If the New Deal
means anything it means the subordination of capi-
tal rights and property rights to human rights.”
Here again we have one of those catch phrases which
are calculated to appeal to the emotions rather than
to reason and common sense as fortified by the actual
facts of the case. Who to-day would not espouse
human rights, but need capital rights and property
rights be sacrificed to human rights? At another
point Mr. Wallace makes the assertion that “We

this more particularly to
the loaning of money abroad), and says: “Itis ex-
ceedingly important that business men never again
take as large a percentage of the national income
for profits as they did in 1929. When the total
capital of the country receives more than a rather
modest return, it interferes with the circuit flow
of prosperity.” He adds: “We need a new type
of business man who is willing to help in working
out the national or international plans, whichever
they may prove to be, and who is then willing to
devote all his talents to bringing about a fair, work-
able relationship between the income of labor, the
income of agriculture, and at the same time receive
for his services only a small return on capital and
a modest salary.”

This is Utopia, but it is also a special plea for a
class in advocating special consideration for agri-
culture and for labor. It is, moreover, calculated to
arouse a feeling of discontent among these two
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classes by making it appear that they have hitherto
been denied the fair and equitable treatment which
is their just due, whereas quite the contrary is the
case. What has not been done for the farmer dur-
ing and since the war? Mr. Wallace’s whole ad-
dress bears testimony to the liberal way in which
the farmer has been treated during the days of the
present Administration, and as to labor special con-
sideration for the same certainly played an im-
portant part in dictating the policies of the Wilson,
the Coolidge, the Hoover Administrations as well
as the present Roosevelt Administration. Union
labor has been favored by them all, as evidenced by
the labor statistics, which show that taking 100 as
the basis for 1913, weekly wages for a full-time week
had increased to 240.7 in 1929.

But in closing, Mr. Wallace is quite optimistic.
The dollar is hereafter to be an inconsequential
thing in our national life—except, of course, in the
case of the farmer and of labor. These two portions
of the country’s population stand apart and must
always have exclusive favor. Mr. Wallace conceives
the following vision: “I hope to live to see the day
when the finest things in American life will not be
subject to the measurement of the dollar sign. We
can easily have this kind of world within 10 to 15
years if we have sufficiently decent hearts to entitle
us to the right to live in that kind of world. I
believe we can build a civilization which will give
expression to the things which are infinitely fine
and splendid in human nature. In the midst of our
desperate striving with the hard facts of every day,
while the selfish old world is in its dying gasps and
the new world is not quite born, it is easy to lose
faith. Itis hard for the idealists to do the difficult
spade work which must be accomplished day after
day. It is easy for the narrow and bitter ones in
these difficult times to appeal to the grievances
which have been more than 12 years in building.”

It is, of course, pleasing to know that “the selfish
old world is in its dying gasps,” that “American life
is no longer to be subject to the measurement of
the dollar sign,” that profits on capital no longer
need to disturb us, inasmuch as in a spirit of phi-
lanthropy the business man is to be schooled so that
he will gladly function even if the profits are re-
duced to the vanishing point, but what will no doubt
appear as a hardship to the farmer and the laborer
is (though Mr. Wallace dismisses the delay lightly)
that we will have to wait “10 to 15 years” to realize
all the good things planned and will get them only
“if we have sufficiently decent hearts to entitle us
to the right to live in that kind of world.”

Soviet Russia has its five-year plan for regenerat-
ing the world, and some other countries have equally
definite periods for achieving new industrial goals,
but in the United States 10 to 15 years will be re-
quired to realize our new social and economic era,
provided we have sufficiently decent hearts to de-
serve the better state. One would have thought that
Secretary Wallace would have left the announce-
ment of this grandiose scheme to his chief, President
Roosevelt, who is so prone to concentrate matters
of that kind in his own hands, but it is interesting
to know whither the members of his personal staff
are drifting in dreams for outshining him.

Secretary Wallace discussed another phase of the
agricultural problem which deserves a moment’s con-
sideration, namely, the relation of our foreign trade
to the agricultural situation. “Ever since the war
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we have dodged facts,” he said. ‘“Our extraordinary
resources, our scientific understanding, and our
methods of mass production have enabled us to do
the most foolish things without paying the penalty
which, to any other nation, would have been fatal.
I am talking about such things as our national
policy with respect to export, imports, tariffs, inter-
national currency exchange, export quotas, import
quotas, and international debts. These are the
weapons of economic warfare which are more deadly
than artillery. These economic weapons are S0
subtle that they have a nasty way of bouncing back
on you with redoubled force when you think you are
using them against the enemy. Ior 15 years the
United States has blundered along refusing to decide
whether she would use her creditor position in world
affairs to assume a position of world economic lead-
ership or whether she would toss overboard the debts
owed from abroad and follow a policy of strict
nationalism or whether she would adopt some com-
bination of the two.”

Mr. Wallace urges an early but deliberate de-
cision as to our foreign policy. Adjustments and a
planned program would be essential, he contends,
whether the policy adopted is internationalism,
nationalism or a combination of the two. If we
follow the national program, he argues, we must
resolutely plan to keep 50,000,000 acres of land out
of use, no matter how loud may be the outcry of
certain carrying, handling, processing and exporting
interests. What the Secretary says about tariff
obstructions is undeniably true, but when he speaks
of keeping 50,000,000 acres of land out of uge he is
stating only half the problem. The Western farm-
ers’ plight is due to the fact that he has lost the
British market for his wheat, and the reason for
this is that through the Ottawa conference and the
tariff preferences among the Dominions of the Brit-
ish Empire which resulted therefrom, high tariff
duties against imports from the United States are
imposed, whereas grain coming from the Dominions
is admitted free of any tariff duties.

Taking the two neighboring countries, the United
States and Canada, wheat coming from the United
States is subject to a tax of 6¢. a bushel, while wheat
coming from Canada is subject to no duty at all.
This is tantamount to an absolute denial of the Brit-
ish market to grain grown in the United States. Im-
ports from Australia also enjoy Empire preference,
and so also does wheat from other British Do-
minions, though these are of no great consequence,
since they produce no considerable amount of wheat.
The result is that no wheat whatever is reaching
Great Britain from the United States, while importa-,
tions from Canada have increased enormously, the
Dominion gaining at the expense of the United
States, while imports from Australia have also heen
greatly augmented. In the following table we show
the imports of wheat into the United Kingdom in
the 9 months to Sept. 30 for each of the last 5 years:

IMPORTS OF WHEAT INTO THE UNITED KINGDOM FOR THE
NINE MONTHS FROM JAN. 1 TO SEPT. 30.

(In Hundredweights.)
1933. 1932. 1031. 1029,

IetR
23,832,392(21,378,024(20,136,113| 9,914,171/11,016,104
34,502,829)28,670,455|20,607,228/19.492,105(22,334,698

58,335,221(50,048,479|40,803,341/29,406,276/|33,350,702
United States.... 5,046 3.905,349| 8,313,013(16.182,765/16 219,397
Argentine Republic|21,921,861)10,804,135(16,831,340(13,499,171/31,333,862
789,334| 1,445,622|17,574,704| 3,471,900

413 327 2,520.705
2,030,557 5,839,163

1930,

3,010,490 3,848,084

2,501,047
84,061,952(79,052,569'85,966,282170,920,160/83,537,702
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It will be seen from the foregoing that while the
wheat imports from the United States into Great
Britain during the nine months back in 1929 and
1930 were 16,219,397 and 16,182,765 hundredweights,
during 1933 they footed up the trivial amount of
5,046 cwts. On the other hand, the imports into
Great Britain from Canada, which in 1930 were
19,492,105 ewts., for 1933 aggregated 34,502,829
cwts., and in like manner the imports from Australia
in the same period rose from 9,914,171 cwts. to
23,852,392 cwts. What is needed, therefore, is not
mere tariff revision, but absolute equality, which
means that wheat grown in this country shall enjoy
free entry into Great Britain the same as Canada.
Even a reduction of one-third from the existing duty
of 6¢. a bushel, while looking large, would count for
little or nothing, since even then a tax of 4ec. a
bushel would remain against wheat grown in the
United States, and that would be as effective in
keeping out American-grown wheat as the present
Ge. tax. Yet apparently no effort was made to do
away with this Empire preference, and at the recent
International Wheat Conference for the fixing of
export quotas from the wheat exporting countries
the United States was allotted only 47,000,000
bushels of exports to all the countries of the world,
while the Canadian quota was fixed at 200,000,000
pushels. It is only needful to note that over 40

years ago, back in 1892, the exports of wheat from
the United States aggregated 225,665,812 bushels,
and that during the last decade the shipments from
this country have frequently run over 200,000,000
pushels, to see how the United States has been rele-
gated to an inferior position by the British Empire
prefereuces in favor of the Dominions.

It is to be remembered, too, that wheat is only
one item where Empire preference is operating to
the detriment of the United States. There ‘are
dozens of other items where the export trade from
this country to Great Britain has also been virtually
extinguished by the action of the Ottawa conference.
Great Britain, of course, is clearly within her rights
in establishing the preferences referred to, but this
should be recognized instead of having it appear as
if the American farmer himself was at fault in pro-
ducing too much wheat (as does Secretary Wallace
when he says the United States must resolutely plan
to keep 50,000,000 acres of land out of use). There
would be no need for plowing under so much acre-
age if all the markets of the world were open to
American-grown wheat as they formerly were.

—_——

EPORTS on Thursday and Friday that the Fed-
eral Reserve Board had decided to halt pur-
chases of foreign exchange by Americans who
planned to buy foreign securities seemed logical
enough, in view of the complete demoralization of the
foreign exchanges as a result of the gold policy of the
Washington Administration, though the reports
have failed to find official confirmation. The pur-
pose would be to stop the further outflow of Amer-
jean capital in seeking refuge abroad. The outflow
has been of enormous proportions in recent weeks.
yiolent fluctuations have been the feature of the
exchange market ever since President Roosevelt
made his famous Sunday night address on Oct. 22,
gaying that the United States had determined to
establish a market of its own in foreign exchange
by puying and selling gold, first in the home market
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and then in the world market. But since resort to
this latter stage in the gold operations, the fluctua-
tions have been especially violent, and during the
past two weeks they have been assuming startling
dimensions. While it has been the plain purpose of
the Administration to depreciate the value of the
dollar, and it was supposed that this could be done
by raising the price fixed at Washington per ounce
of gold, the depreciation this week assumed a run-
away character, with the result that the price fixed
for gold has failed to control the movement, and the
American dollar has plunged precipitately down-
ward, entirely regardless of the American price of
the metal. It is open to serious question, too,
whether the depreciation of the dollar has not got
completely out of hand. On Tuesday of this week,
and every day since then, the Washington price for
the metal has been kept unchanged, but the foreign
exchanges proceeded more and more strongly
against New York and the depreciation of the Amer-
ican dollar continued with unabated fury.

The action in leaving the Washington price un-
changed was for the evident purpose of checking
the further decline in the dollar, which was pro-
ceeding far too fast even for the Administration at
Washington. As a matter of fact, the rise in for-
eign exchange rates has continued uninterrupted
day by day almost every day of the present month.
Taking cable transfers on London as the guide, the
high on Nov. 1 was $4.803%4; on Nov. 2 it was $4.86;
on Nov. 3, $4.857;; on Nov. 4, $4.8634; on Monday,
Nov. 6, $4,9115; on Nov. 8 (Nov. 7 having been
Election Day and a holiday), $4.981%; on Nov. 9,
$5.15; on Nov. 10, $5.161%; on Nov. 11, $5.1014; on
Monday of the present week, $5.1834; on Nov. 14,
$5.331%5 ; on Nov. 15, $5.42; on Nov. 16, $5.523/, but
yesterday, Nov. 17, $5.333%, the American price of
the metal for the last four days mentioned having
remained unchanged at $33.56. In like manner, the
French franc has been rising day by day, and this
being a gold currency the rise measures the true
depreciation of the dollar in gold. Cable transfers
on Paris were at a high of 6.32 on Monday; a high
of 6.4834 on Tuesday, Nov. 14; a high of 6.5714 on
Nov. 15; a high of 6.72 on Nov. 16, but a high of
only 6.4714 yesterday, Nov. 17.

Whether.or not the long leave of absence granted
William H. Woodin, the Secretary of the Treasury,
and the replacement of Dean G. Acheson as Under-
Secretary of the Treasury by Henry Morgenthau Jr.,
who now becomes Acting Secretary of the Treasury,
bas played any part in the further downward plunge
is a matter of opinion, though these moves have been
interpreted as marking the complete triumph of
those among the President’s advisers who are favor-
ing inflation. But the fact remains that the dollar
has continued its depreciation, ond on Wednesday it
dropped to below 60c., touching 59.8c. on the basis
of the Paris quotation, and to 581%4c. on Thursday,
but with a recovery to 61.2c. on Friday.

There appears to be no doubt that there-is a flight
from the American dollar everywhere. The trans-
fers from this side are coming about in a variety
of ways, and for the same identical reasons. The
proceeds of goods shipped to Europe are being left
on the other side, instead of being remitted to the
United States. Then sales of securities both for
domestic and foreign account are constantly under
way, the desire being to convert into currency units
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that are not likely to undergo depreciation as they
are when kept in dollars, the dollar being manipu-
lated so as actually to drive it lower.

All this has produced a nervous and panicky feel-
ing where everybody is desirous of getting out of
the dollar into something more assured of stability.
An illustration of the prevailing fear appeared in
the erratic fluctuations of Canadian Exchange on
Thursday. On that day Montreal funds opened at
around 154% premium, and later in the morning
advanced to a little over 2% premium. Then with
a suddenness which left even veteran exchange trad-
ers bewildered, says the “Wall Street Journal,” the
rate got completely out of control and rose to un-
heard of heights, at a premium of 514 % as American
capital sought refuge in Canadian securities. And
then, as though satisfied with its exhibition, the
rate relapsed to early morning levels. Indications
of the way in which investments are being with-
drawn from this side also appear in another direc-
tion. The Federal Reserve banks, in their weekly
condition statements, report the amount of their
holdings of acceptances purchased for foreign corre-
spondents. This week that item is down to
$3,896,000 from $10,700,000 last week, and when we
go back another week we find that on Nov. 1 such
holdings amounted to $30,750,000, showing a reduc-
tion in two weeks of almost $27,000,000. When we
go still further back, say to Sept. 20, the aggregate
holdings of this description are found to have been
$46,701,000. The foreign exchanges yesterday suf-
fered a sharp downward reaction on the rumor men-
tioned above that steps were to be taken to stop the
outflow of capital, and cable transfers on London
sold as low as $5.15, with the close at $5.21.

The most unfortunate feature of all is the fact
that all this has had the effect of depressing the
market value of United States Government securi-
ties. During the past two weeks these United States
securities have suffered steady decline, at first in
a very moderate kind of way, but the past few days
at quite a rapid pace. There is a menace in this,
not because there is any immediate need on the
part of the United States Treasury to float addi-
tional issues of United States securities, nor be-
cause of the large holdings by the Federal Reserve
banks, which are approaching the $2,500,000,000
mark, but because of the very large holdings of Gov-
ernment bonds by the member banks of the System.
The member banks which make weekly returns to
the Federal Reserve Board alone held at the latest
date (Nov. 8) $5,147,000,000 of such United States
securities.

Any very considerable decline in the price of these
United States securities would mean very heavy
loss to these institutions, and, of course, later on,
when the Government shall again appear in the
market to float new issues of United States securi-
ties, it would mean increased cost to the Government
in its new financing, and possibly make such financ-
ing difficult. The situation is one requiring very
cautious handling, and the best way of effecting an
improvement in the situation would be for the
Administration to abandon or modify its policy
with reference to manipulating the price of gold.
As things now are, no one can tell what the value of
the dollar is to be to-morrow or next week. The
only thing he knows is that the determination exists
to drive the dollar lower and still lower. To remove
this uncertainty, or rather, to remove the possibility
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of the impairment of the value of the dollar, would
do more to restore confidence, now so sadly lacking,
throughout the financial world than any single step
that the Washington Administration could under-
take.
e

IN VIEW of the fact that the foreign exchanges

are so deeply upset, causing so much embarrass-
ment in the business world, it is gratifying to find
that merchants and business men are at length de-
claring their opposition to the gold policy of the
Washington Administration and taking pains to
let the Administration know how deeply business is
being disturbed and urging a return to the gold
standard. Last week we took occasion to refer to
the action of the Chamber of Commerce of the State
of New York on Nov. 3 in urging in most unquali-
fied fashion a return to the gold standard, and ex-
pressed our approval of the action. Now the move-
ment is spreading, and other mercantile bodies are
taking a similar attitude. As a case in point the
restoration of a fixed gold standard was urged upon
President Roosevelt in a resolution adopted on
Nov. 10 by the directors of the Illinois Manufac-
turers’ Association. “Transaction of business is be-
coming increasingly difficult for members of the
organization,” said the report of the Banking Com-
mittee of the Association, “because of a growing
fear on the part of their customers and the American
public at large concerning the future purchasing
power of American money, both at home and
abroad.”

The various plans adopted by the Administration
to raise commodity prices are designed primarily,
it is averred, to relieve the debtor classes. The reso-
lution adopted then says: “Whereas we are in sym-
pathy with debtors suffering from unemployment
or low commodity prices, any attempt to relieve this
situation by some of the inflationary amendments to
the Emergency Farm Mortgage Act are not likely
to benefit any particular class, and eventually the
entire population of the country will suffer.” The
report furthermore says that continued experimen-
tation with unorthodox methods of raising com-
modity prices may soon result in unbridled specu-
lation, a race for currency depreciation by the major
commercial countries of the world, and possibly
eventual loss of control over commodity prices.

The Chamber of Commerce of the State of New
York has the present week also returned to the sub-
ject, and is taking steps, according to a statement
given out to the press by James Brown, the Presi-
dent of the Chamber, to further crystalize public
opinion throughout the country on what it regards
very justly as one of the most vital issues now before
the American people. The plan on which the Cham-
ber is working has for its objective the creating of
a national demand that the Administration return
to a gold standard and abandon all currency experi-
ments to the end that national credit shall be re-
stored, confidence in business revived, and recovery
expedited. The Chamber believes that public
opinion will thus be aroused to so great an extent
that the President no longer can ignore the ery
for sound money from business men throughout the
nation, regardless of what the advisers of the Ad-
ministration may counsel.

It appears that approval of the action taken by
the Chamber, and commendation of its initiative and
leadership in directing attention to the dangers of
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the Administration’s monetary policy have come
from wide sections of the nation. Messages, it is
stated, have been received by telegraph, telephone
and mail, congratulating the Chamber on its stand
for sound money, and newspapers which reach mil-
lions of homes have enthusiastically supported the
action. Best of all, copies of the resolutions which
were adopted by the Chamber are being sent to
Chambers of Commerce, Boards of Trade and other
civic and business organizations throughout the
country, with letters asking them to join forces
with the Chamber in a great national demonstra-
tion for a return to a sound money policy. Not only
that, but industrial leaders, the heads of large sav-
ings and commercial banking institutions, and
prominent business and professional men, who are
of influence in their communities, have volunteered
to join in a movement whose goal is the welfare and
prosperity of the whole nation. Gold, it is declared
with much force, has been the basis of our currency
for more than half a century. It must still be the
basis of any sound monetary unit.

This is a gratifying development at a time when
the evil embodied in the present mistaken policy is
becoming so manifest in the foreign exchange market
and at the same time is in danger of working in-
finite mischief to the commercial and financial inter-
ests of the country, possibly eventuating in serious
disaster if the policy is not speedily abandoned or
at least modified in some of its essential points of
weakness. We are sure that the Washington au-
thorities will not fail to listen to advice and en-

treaty, coming from such a source.
—_——

HIS week’s condition statements of the Federal
Reserve banks show that the Reserve banks
have further slowed down in their acquisition of
additional United States securities, the new pur-
chases having aggregated only $1,501,000, raising
the grand total of the holdings from $2,430,101,000
to $2,431,602,000. The addition to the volume of
Reserve credit outstanding has, however, been larger
than this, since the TFederal Reserve institutions
have been able to increase their holdings of accept-
ances bought in the open market, the 12 Reserve
banks having increased their holdings from
$6,737,000 to $15,180,000. This supply of bills has
apparently come from the holdings of acceptances
thrown over by foreign central banks. These for-
eign holdings of bills, as already noted further
above, were down the present week to $3,896,000 from
$10,700,000 last week and $30,750,000 the week be-
fore. The discount holdings of the 12 Reserve banks
are slightly smaller this week at $111,437,000 against
$112,261,000 last week, indicating diminished bor-
rowing by the member banks to the extent of the
difference. The result of these various changes is
that the volume of Reserve credit outstanding, as
measured by the total of the bill and security hold-
ings, has been increased in amount of somewhat over
$9,000,000, the total having risen from $2,550,658,000
Nov. 8 to $2,559,788,000 Nov. 15.

The amount of Federal Reserve notes in circula-
tion is slightly lower the present week at $2,973.-
040,000 against $2,982,997,000. On the other hand,
the volume of Federal Reserve bank notes outstand-
ing has further increased during the week from
$193,678,000 to $194,950,000. Deposit liabilities
have increased during the week from $2,829,124 000
to $2,872,531,000. This has occurred notwithstand-
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ing the Government deposits fell during the week
from $90,926,000 to $64,220,000, the increase in total
deposits following almost entirely from the increase
in the Reserve deposits of the member banks, which
have risen during the week from $2,577,552,000 to
$2,645,232,000, indicating a corresponding improve-
ment in the reserve position of the member banks.
Gold holdings have been further slightly reduced,
falling from $3,578,289,000 to $3,477,153,000. The
final result of these changes is that the ratio of total
gold reserves and other cash to deposit and Federal
Reserve note liabilities combined stands at 65.1%
against 65.29 last week. The amount of United
States securities held as part collateral for Federal
Reserve notes has decreased during the week from
$580,000,000 to $562,600,000.
—
IVIDEND changes by corporate entities have
the present week, as for some weeks past, been
more largely of a favorable character than the re-
verse. The Electric Bond & Share Co. omitted the
dividend on its common stock, but that is about the
only company of any consequence that has taken
unfavorable action in regard to dividend declara-
tions. The Texas Gulf Sulphur Co. has increased its
quarterly dividend on common from 25c¢. a share to
15¢. a share. The National Transit Co. has raised
the semi-annual dividend on its common stock from
35¢. a share to 40c. a share. The Congoleum-Nairn,
Inc., has declared a special dividend of 50c. a share
on common, in addition to the regular quarterly
dividend of 25¢. a share; three months ago the quar-
terly payment on this issue was increased from 15c.
a share to 25c. a share. Penick & Ford, Ltd., Inc.,
declared an extra dividend of $1 a share on common,

in addition to the usual quarterly dividend of 50c. a
share; this compares with a special dividend of 50c.
a share and a quarterly dividend of 50c. a share paid

on Sept. 15 last. The Standard Oil Co. of Kansas
(Del.) has declared an initial quarterly dividend of
50c. a share on its common stock. The Sun Oil Co.
of Philadelphia declared a 9% stock dividend on
common; a regular quarterly dividend of 25c. a
share previously declared is also payable on this
issue on the same date, that is, Dec. 15. In Decem-
ber of 1932 the company made a distribution of 3%

in stock on the common.
—

HE New York Stock market the present week
pursued a nervous and an erratic course, until
Thursday. The fluctuations were of no great conse-
quence, stocks failing to respond to the continued
depreciation of the dollar and commodity prices also
showing very little response to the collapse in the
dollar, which in the past was supposed to furnish
warrant for a rise in prices all around, both in the
security markets and in commodities. This failure
of values to follow an upward coucse was the more
noteworthy as the rise in the foreign exchanges against
New York was exceedingly rapid and violent, the
pound sterling spurting upward on different days of
the week as much as 10 to 15 cents a day and the
French franc rising in equally spectacular fashion.
The lack of response was due very largely to grow-
ing skepticism as to whether the Washington gold
policy could be carried to a successful conclusion and
lack of faith generally in the Administration’s policies.
On Thursday, however, on a further downward plunge
in the gold value of the dollar, which tumbled to
5814¢., the lowest figure yet reached, stocks reversed
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their course and commodity values likewise de-
veloped a rising tendency. How largely the rise in
stocks was due to the covering of outstanding short
contracts, the short interest having been extremely
extensive, cannot be stated, but the fact is that
the rise in the active list for the day reached all
the way from $1 a share to $5. On Friday, after
further upward reaction in the morning, prices tap-
ered slightly off by the close of the day, and the
commodity prices also moved somewhat lower, with
the foreign exchanges turning in favor of this coun-
try and the dollar showing a recovery to 61.89c.
Aside from the great collapse in the exchange
value of the dollar, there were no new developments
during the week of any great consequence. A de-
pressing feature was the renewed weakness of the
bond market, both in the case of the high-priced and
the low-priced issues, and United States Govern-
ment obligations also displayed weakness, more so
than in any recent period. This, of course, created
doubt and increased the general feeling of nervous-
ness prevailing. Trade indications were of the same
measure as in other weeks of late. The falling off
in steel production reached a halt, the Iron and Steel
institute reporting the steel mills of the country
engaged to 26% of capacity as against 25.29% last
week. Train loadings of revenue freight on the
railroads of the United States for the week ending
last Saturday reached 607,785 cars as against
587,302 cars in the corresponding week of 1932, and
the production of electricity by the electric light and
power industry of the United States reached 1,616,-
875,000 kilowatt hours against 1,520,730,000 Kkilo-
watt hours in the same week of 1932, or a gain of
6.3% as against 3.8% the ratio the previous week.
As indicating the course of the commodity mar-

Financial

kets, the December option for wheat in Chicago
closed yesterday at 89%4c. as against 8934c. the
close on Friday of last week. December corn closed
yesterday at 479c. against 47%ec. the close the pre-
vious Friday. December oats closed yesterday at
3473c. against 35%ec. the close on Friday of last

week. December rye at Chicago closed yesterday
at 6034c. against 6095c. the close on Friday of last
week, while December barley at Chicago closed yes-
terday at 4514c. against 483/c. the close on the
previous Friday. The spot price for cotton here in
New York yesterday was 10.20c. as compared with
10.05¢. on Friday of last week. The spot price for
rubber yesterday was 8.75c. against 8.50¢. the pre-
vious Friday. Domestic copper was quoted yester-
day at 8%jc. against 81/c. the previous Friday. Sil-
ver enjoyed a sharp rise, but only in New York, and
this was ascribable largely, if not entirely, to the
further depreciation in the gold value of the Amer-
ican dollar, and the advance was lost when the dol-
lar recovered on Friday. In London the price yester-
day was 1834 pence per ounce against 18 7/16 pence
on Friday of last week. The New York quotation
yesterday was 42.70c. as against 42.75¢. the previous
Friday. The foreign exchanges, as already noted,
moved sharply upward (involving a corresponding
depreciation in the gold value of the American dol-
lar) in even more sensational fashion than was the
case last week and the week before. Cable transfers
on London yesterday closed at $5.21 as against $5.11
the close the previous Friday, while cable transfers
on Paris closed yesterday at 6.30c. compared with
6.261%c. the close on Friday of last week. On the
New York Stock Exchange 38 stocks advanced to
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new high figures for 1933 during the current week,
and 24 stocks touched new low figures for the year.
For the New York Curb Exchange the week’s record
is 34 new highs and 43 new lows. Call loans on the
Stock Exchunge remained unaltered at 34 of 1%
per annum.

Trading has been moderately large. On the New
York Stock Exchange the sales at the half-day session
on Saturday last were 472,180 shares; on Monday
they were 1,091,235 shares; on Tuesday 2,169,470
shares; on Wednesday 1,353,990 shares; on Thursday
2,677,260 shares, and on Friday 2,323,820 shares.
On the New York Curb Exchange the sales last
Saturday were 86,425 shares; on Monday 199,055
shares; on Tuesday 283,935 shares; on Wednesday
204,900 shares; on Thursday 306,200 shares, and on
Friday 387,435 shares.

As compared with Friday of last week, prices are
irregularly changed. General Electric closed yes-
terday at 2024 against 2034 on Friday of last week;
North American at 1434 against 17; Standard Gas &
Electric at 734 against 914; Consolidated Gas of
N. Y. at 37 against 3834; Brooklyn Union Gas at
6115 against 6214; Pacific Gas & Elec. at 1614 against
1824; Columbia Gas & Elec. at 1054 against 1254;
Electric Power & Light at 514 against 6; Public
Service of N. J. at 34 against 3414; J. I. Case Thresh-
ing Machine at 7254 against 70; International
Harvester at 4174 against 3834; Sears, Roebuck &
Co. at 4234 against 4014; Montgomery Ward & Co.
at 2214 against 2034; Woolworth at 4014 against
391%; Western Union Telegraph at 5414 against
5114; Safeway Stores at 42 against 4074; American
Tel. & Tel. at 1197% against 116; American Can at
93145 against 9114; Commercial Solvents at 3234
against 33; Shattuck & Co. at 734 against 734, and
Corn Products at 7154 against 72.

Allied Chemical & Dye closed yesterday at 139
against 132 on Friday of last week; Associated Dry
Goods at 1334 against 1214; E. I. du Pont de Nemours
at 84 against 79%4; National Cash Register A at 1514
against 15; International Nickel at 2114 against 21;
Timken Roller Bearing at 2814 ex-div. against 28;
Johns-Manville at 54 against 5114; Gillette Safety
Razor at 1195 against 1114; National Dairy Products
at 1534 against 1534; Texas Gulf Sulphur at 4334
against 4034; Freeport-Texas at 4634 against 46;
United Gas Improvement at 15 against 157%; Na-
tional Biscuit at 4624 against 4314; Continental Can
at 6924 against 6514; Eastman Kodak at 73 against
75; Gold Dust Corp. at 1814 against 1714; Standard
Brands at 2414 against 2414; Paramount Publix
Corp. ctfs. at 154 against 154; Coca-Cola at 98
against 9614 bid; Westinghoure Elec. & Mfg. at 3834
against 3714; Columbian Carbon at 60 against 56;
Reynolds Tobacco class B at 4614 against 4474;
Lorillard at 1774 against 17; Liggett & Myers class B
at 87 against 8414, and Yellow Truck & Coach at
434 against 434.

Stocks allied to or connected with the alcohol or
brewing group show irregular changes the same ag
the rest of the list. National Distillers closed yester-
day at 8914 against 9235 on Friday of last week;
Owens Glass at 81 against 7614; United States In-
dustrial Alcohol at 6614 against 694; Canada Dry
at 2714 against 2714; Crown Cork & Seal at 36
against 3534; Liquid Carbonic at 2514 against 2714,
and Mengel & Co. at 914 against 914.

The steel shares followed the course of the general
market. United States Steel closed yesterday at 43
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against 4034 on Freiday of last week; United States
Steel pref. at 7974 against 801%; Bethlehem Steel at
3124 against 3014; Vanadium at 2014 against 1915.
In the auto group, Auburn Auto closed yesterday at
43 against 41 on Friday of last week; General Motors
at 3174 against 3094; Chrysles at 4614 against 423%;
Nash Motors at 1934 against 1934; Packard Moto s
at 4 against 3%¢; Hupp Motors at 334 against 374,
and Hudson Motor Car at 1034 against 1024. In
the rubber group, Goodyear Tive & Rubber closed
yesterday at 3734 against 3434 on Friday of last
week; B. F. Goodrich at 145§ against 1414, and
United States Rubber at 1814 against 17.

The railroad shares have been inclined to¥lag
behind. Pennsylvania RR. closed yesterday at 2714
against 27 on Friday of last week; Atchison Topeka &
Santa Fe at 47 against 4934; Atlantic Coast Line at
3024 against 32; Chicago Rock Island & Pacific at
4 against 374; New York Central at 3534 against 3554;
Baltimore & Ohio at 2314 against 2354; New Haven
at 17 against 17; Union Pacific at 111 against 11115;
Missouri Pacific at 4 against 4; Southern Pacific at
1924 against 2014; Missouri-Kansas-Texas at 814
against 834; Southern Ry. at 22 against 2254; Chesa-
peake & Ohio at 4014 against 4014; Northern Pacific
at 21 against 22, and Great Northern at 18 against
1734.

The oil stocks showed special strength on the pros-
pect of larger profits under the operation of the oil
code. Standard Oil of N. J. closed yesterday at 47
against 43%% on Friday of last week; Standard Oil of
Calif. at 43%4 against 4234; Atlantic Refining at 3174
against 3014. In the copper group, Anaconda

Copper closed yesterday at 155§ against 1514 on
Friday of last week; Kennecott Copper at 2214 against
221%; American Smelting & Refining at 4614 against

467%; Phelps Dodge at 17 against 16; Cerro de Pasco
Copper at 3714 against 39, and Calumet & Hecla at
5 against 514,

—_—

STOCK markets in the leading financial centers

ol Klurope were somewhat unsettled this week,
owing to the profound apprehensions caused every-
where by the official monetary policy of the United
States Government and its effect on capital move-
ments. The London and Paris markets started off
rather well, but as the gyrations of the dollar
assumed more fantastic dimensions nervous selling
of securities depressed those exchanges. The Berlin
Boerse did better, as the favorable interpretation
placed upon the national election results of last
Sunday outweighed the perplexing international
monetary phenomena. The alarm felt in Europe re-
garding the American experiments is difficult to
exaggerate. Commodity prices in England fell
sharply as the dollar continued to recede in value,
and by Thursday there were rumors in London that
preventive measures might have to be taken against
a possible influx of American goods artificially
cheapened by monetary manipulation. Fears pre-
vailed everywhere that the American activities
might force France off the gold standard, and to
the capital flight in progress from the United States
was added another from France, with funds flow-
ing chiefly to London. The panicky feeling finally
diminished a little when the dollar started to rise
late on Thursday. Although the currency develop-
ments overshadowed all other matters, some satis-
faction was again derived in London from continued
gains in British trade. German improvement also
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is continuing, according to reports from Berlin, but
France shows no great change.

The London Stock Exchange was quiet in the
initial session of the week, but a firm trend was
imparted by the indications of business progress.
British funds lost small fractions, but industrial
securities showed gains. Home rail stocks likewise
were firm. The international list was irregular,
owing to the general uncertainty regarding the
course of the dollar and the decisions of the Wash-
ington authorities. Trading in Tuesday’s session
was on a still smaller scale, as the sensational fall
of the dollar caused widespread apprehensions.
British funds sold off after a firm opening, and
industrial stocks also eased. Shares of British
tobacco companies were an exception, as advances
resulted from the consideration that American sup-
plies will be available at much cheaper prices. The
international section remained dull. The tone of the
market was unchanged, Wednesday, virtually all
securities receding as the dollar continued to drop.
Sritish funds as well as industrial securities re-
flected slight liquidation and an indisposition to
buy. International stocks moved sharply lower.
Currency developments continued to dominate the
Exchange on Thursday, and securities moved lower
until just before the close, when slight improvement
took place. British funds staged the best recovery
and closed around previous levels, but net changes
in all other departments were decidedly against
holders. The losses were heaviest in the interna-
tional group of securities. A good tone prevailed
at London yesterday, owing to further improvement
of the dollar. British funds were marked up
sharply, and industrial stocks also gained.

The Paris Bourse was quiet and fairly steady in
the first session of the week, an initial slump being
compensated by advancing prices in the afternoon.
Turnover was extremely limited, as most investors
preferred to await the outcome not only of the inter-
national currency developments, but also of the
French budgetary debates in the Chamber of Depu-
ties and the effects of the German national election
on the European political sitnation. Slight im-
provement was reported in most departments of the
French market Tuesday, but rentes were an excep-
tion, these issues receding because of the budgetary
difficulties. Business was again on a very small
scale, and movements were also minute. Trading
Wednesday was limited to a few transactions at the
opening and a few at the close, with the tendency
soft in all sections of the list. The decline was
general, but recessions again were small owing to
the quiet dealings. No change was reported in the
situation Thursday, virtually all securities showing
slight losses in very quiet trading on the Bourse.
Prices improved slightly on the Bourse yesterday,
due to the better feeling regarding currency devel-
opments.

Prices on the Berlin Boerse were firm at the start
of trading Monday, as there was a good deal of satis-
faction over the results of the national election.
Professional traders were not content with the re-
sponse, however, and profit-taking reversed the
tendency late in the day, with the result that the
initial gains were wiped out. There were more re-
cessions than gains at the close. Demand for honds
was the outstanding feature of Tuesday’s session on
the Boerse, these securities advancing sharply.
Equities were slightly irregular, as the speculators
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in Berlin were fearful of the effects of the dollar
experiment. The trend Wednesday was firm in all
departments of the market. Pronounced strength
again was reported in bonds, and the buying move-
ment spread also to stocks, with gains amounting
to 2 and 3 points. Activity increased Thursday, and
prices advanced steadily on a widespread buying
movement. Bonds remained firm, but interest cen-
tered more in stocks in this session and the more
active issues moved upward about 5 to 6 points.
The upward tendency was continued in a further
active session yesterday.
e
ORMAL diplomatic relations between the
United States and Soviet Russia have been
resumed, according to an announcement made
yesterday by President Roosevelt at the conclusion
of 10 days of negotiations between Foreign Com-
missar Maxim Litvinoff and American authorities.
The discussions were pursued intensively this week,
with President Roosevelt taking a leading part and
consulting frequently with M. Litvinoff. The pro-
tracted negotiations occasioned much comment, in
view of expectations that all problems could be
settled in a half hour, but it was intimated in Wash-
ington that delay in recognition was occasioned
mainly by the need for a thorough and sweeping
survey of the factors relating to recognition. Wash-
ington dispatches stated that there were no hitches
and a successful end of the conversations was con-
fidently anticipated. President Roosevelt made the
announcement that normal relations have been re-
established at a gathering of press correspondents
in the White House. The agreement on recognition
had been reached, he said, just before midnight,
Thursday, so that the resumption of diplomatic rela-
tions actually dated from that time.

A series of letters was exchanged between Mr.
Roosevelt and M. Litvinoff, wherein fixed policies
were established on mutual abstention from propa-
ganda, religious liberty for the nationals of each
country within the confines of the other, legal pro-
tection for the nationals of each country as great as
that given the nation most favored in that respect,
and arrangements for the final settlement of claims.
The Soviet Government agreed to waive any claims
it might have against the United States because of
the expedition of the United States Government in
Siberia in 1918. In a joint statement issued late
vesterday by the President and M. Litvinoff, it was
indicated that in addition to such agreements an
exchange of views has taken place with regard to
methods of settling all outstanding questions of in-
debtedness and claims. M. Litvinoff will stay in
Washington several days longer for further discus-
sions, it was added. Mr. Roosevelt stated at the
press conference that William C. Bullitt, special
assistant to the Secretary of State and an authority
on Russia, would be appointed Ambassador to Mos-
cow, if he proves acceptable to the Soviet Gov-
ernment.

P
RESUMPTION of the disarmament debate in
Europe this week affords some ground for

believing that a decided swing is taking place among
the major Powers toward more liberal treatment of
Germany, in deference to that country’s plea for
genuine armaments equality and peace with honor.
Notwithstanding its peculiar character, the German
election last Sunday showed an enormous majority
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in favor of Chancellor Hitler’s program for conduct-
ing foreign affairs, and it is conceded in all Euro-
pean capitals that the election will influence the dis-
armament negotiations profoundly. The broad
problem of maintaining peace in Europe and of
steering a course on armaments designed to that
end was debated in the British Parliament on Mon-
day and in the French Parliament on Tuesday. In
both countries a more conciliatory attitude toward
the Reich was evident. Concessions to Germany,
which are now more than possible, would mean
chiefly a measure of rearmament by that country.
There is an insistent popular demand in Ingland,
however, for some real disarmament by the heavily
armed land Powers of Europe, and British diplo-
macy perhaps will be directed for a time toward
obtaining some concessions on this point from
France.

Whether such adjustments on the Continent will
do more than gloss over the present impasse on the
disarmament question as a whole may well be
doubted. Although some progress may be made
toward settling the disputes of the Continental
Powers on land armaments, difficulties are con-
tinually increasing so far as sea armaments are
concerned. Announcement was made at London,
Tuesday, by Sir Bolton Eyres-Monsell, First Lord
of the Admiralty, that the British naval construec-
tion program for 1933 had been changed by substi-
tuting for the four small cruisers originally planned
two larger ones of 9,000 tons each and one of about
5,200 tons. This alteration, it was explained, was
forced on the British Government by the decision of
the United States and Japanese Governments to
build large cruisers this year. In the present phase
of the European disarmament discussions the
United States apparently will take little part. Nor-
man H. Davis, chief American delegate at the
Geneva gathering, arrived in New York last Sunday
on his way to Washington for a conference with
President Roosevelt. The present Furopean dis-
armament puzzle is one that the European nations
themselves must settle, Mr. Davis said. The dis-
armament problem, he added, is an incredibly diffi-
cult and complex matter, but it is of vital concern
to all nations.

In the House of Commons, Monday, the National
Cabinet of Great Britain was placed on the de-
fensive on the disarmament problem by a motion
of censure, presented by the Labor party, and by
the criticism of Sir Herbert Samuel, one of the Lib-
eral leaders. It was agreed by all party leaders that
the disarmament negotiations must continue, that
Germany must be brought back to the discussions,
and that the League of Nations must be supported.
Prime Minister Ramsay MacDonald, as the chief
spokesman for the National Government, pointed
out that it was still too early to determine the effects
of the German election on the disarmament impasse.
There must be international agreement, with the
Germans participating, and if failure comes it will
be the duty of the British Government to make clear
to the rest of the world where the blame rests, Mr.
MacDonald declared. “Germany’s withdrawal un-
questionably has greatly complicated the work of
the Conference,” the Prime Minister continued. ¢I
want to make clear that in these deliberations be-
tween governments, no government can compel any
other government to accept risks which it believes
too great. In any event, we cannot extend our inter-
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national commitments as the price of what may
be asked for in the interests of international agree-
ment.” The British draft convention would remain
the basis for discussions, he indicated. The motion
of censure was rejected by 409 to 54 votes.

Just as the British debate was ending, a message
was read in the House of Commons from Arthur
Henderson, the British President of the General Dis-
armament Conference. This communication, in
which Mr. Henderson hinted at resigning, appears
to have hastened decisions by the London Govern-
ment on disarmament questions. “I have not de-
cided to resign,” said Mr. Henderson, “but the pres-
ent situation is most unsatisfactory. Unless there
is a change I cannot continue as President of the
Conference. No results are likely to be achieved
by the attitude adopted by delegations at a recent
meeting, and it is useless for me to remain here for
months unless the attitude changes.” Mr. Hender-
son confirmed these views at Geneva, Tuesday, and
indicated that he might resign rather speedily if
there are no signs of progress. After consultations
with rapporteurs of the Conference, Mr. Henderson
issued a call, Wednesday, for a meeting of all mem-
bers of the Conference, to take place this week-end.

Jritish responsiveness to this call was indicated
Thursday, when preparations were made for an im-
mediate return to Geneva by Foreign Secretary Sir

John Simon, and Captain Anthony Eden, disarma-.

ment expert. After several protracted Cabinet

meetings, suggestions were heard in London that
Sir John Simon, who joined the French in their de-
mand for a delay of four years in achieving even a
small measure of disarmament, might be forced to
resign by the popular resentment in IEngland against

any such procedure.

In the French Chamber of Deputies, Premier Al-
bert Sarraut stated, Tuesday, that the result of the
serman elections had been foreseen and did not
change the French desire for peace. “Certainly,
France will less to-day than ever abandon the League
and the Disarmament Conference,” the Premier con-
tinued. “In addition, she will try to retain there
her allies and associates, who appear at the moment
to be hesitating a trifle.” It was agreed by all
speakers in the general debate that the German de-
velopments had changed the aspects of European
relations, but Premier Sarraut rejected emphati-
cally suggestions for a “preventive war” or an arma-
ments race. “France,” he said, “now possesses a
material and military force sufficiently strong to
make herself respected, and she will not disarm
except on certain conditions and in return for guar-
antees already specified.” He added, subsequently,
that French disarmament would be made contingent
upon reciprocal supervision of armaments. Two
resolutions were presented at the end of the debate,
and they were accepted by votes of 545 to 11, and
395 to 194. The first proclaimed FFrance’s desire to
remain in the League of Nations and there work for
peace, and her intention to retain and strengthen
present bonds with other nations. The second ex-
pressed approval of the French thesis that security
must precede disarmament. Direct conversations
with Germany would prove acceptable to the Cabi-
net, M. Sarraut stated, but such talks must be held
in the full international limelight.

Premier Benito Mussolini made some significant
references to the disarmament problem in an ad-
dress, Tuesday, before the National Council of Cor-
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porations, in Rome. The Italian Fascist leader
asserted that the growth of the United States and
Japan meant the eclipse of Europe, but he added
that “Europe could still progress if it would dis-
play even the least possible quantity of co-operation
among its component nations.” Referring to the
disarmament deadlock, he declared that progress
cannot be achieved until “great injustices have been
repaired.” The Premier assailed the League of Na-
tions and stated that more and more hopes were
being directed toward the Four-Power pact which
was signed last summer by Great Britain, France,
Germany and Italy. Now that Germany and Japan
have withdrawn, the League has lost most of its
power, Premier Mussolini remarked. “At present
there is a great silence about the Four-Power pact,”
he said. “Nobody talks about it, but everybody is

thinking about it.”
L -

BALLOTING by the German people in the

national election last Sunday produced the
virtually complete approval of Chancellor Hitler
and his policies that was looked for, and indeed,
inevitable, since the political opponents of the Nazis
were not permitted to contest the election. Al-
though Herr Hitler and his associates obtained this
result by methods that would be found repugnant in
most Western democracies, the fact remains that
the unopposed Nazi program was approved by 93%
of the 43,439,000 voters. Itis a fact, moreover, that
will prove of inescapable importance in interna-
tional negotiations hereafter. German voters were
asked to indicate by a simple yes or no whether they
approved of the foreign policy of the Fascist Gov-
ernment, which Chancellor Hitler proclaimed in-
sistently is one of peace with honor. The favorable
vote on this proposition totaled 40,588,000, and it
is hardly to be doubted that the approval was sin-
cere, however profound or complicated may be the
political strategy of the Hitler regime in putting
the question in this over-simple fashion. Only
2,100,000 negative votes were cast on this point,
while 750,000 votes were discarded as invalid. In
the Reichstag plebiscite 39,626,000 supported the
slate of 10 Nazi and Nationalist leaders who are
to choose the remaining 600 members of the German
Parliament. Opposition votes were not permitted,
but it is somewhat significant that 3,348,000 votes
were so marked or marred that they had to be
declared invalid.

The German election campaign was terminated
last Saturday with numerous appeals to all voters
to extend unanimous support to Chancellor Hitler
and his policies. Activities of every description
within the Reich were halted for an hour by Gov-
ernment order while the Chancellor made a radio
address in which he appealed for support in the
fight to win equality for Germany in the council
of nations. Remarking that he served throughout
the World War and knows its horrors, Chancellor
Hitler exclaimed: “People should not suppose 1
am such a fool as to want war!” Peace with
equality was the recurring note of the address, and
the Chancellor explained carefully that he is ready
instantly to co-operate with other nations on a basis
of equality. But the German Government never
will enter another conference as an inferior, he
added. The final speech in the election campaign
was made by President Paul von Hindenburg, who
pleaded with the voters to “espouse the principles of
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equality and peace with honor, and show the world
that we have won back and, with God’s help, will
cling to German unity.” After the election Chan-
cellor Hitler issued a statement in which he thanked
the millions of German voters for their “historically
unique confession to true love of peace, as also to
our honor and our eternal equal rights.” The voting
was exceptionally quiet, no disorders of any kind
being reported anywhere in Germany. It was re-
marked in Berlin reports that this, in itself, indi-
cates how all organized opposition to the Nazi
regime has been swept out of existence.
L
EGISLATIVE preparations at length have been
made in Italy for achieving the “Corporative
State” which has long been one of the prominent
aims of I'talian Fascism. Premier Benito Mussolini
took steps toward this end in meetings, Monday and
Tuesday, of the National 'Council of Corporations,
held in Rome. In the earlier session the Premier
introduced a resolution providing for the creation
of so-called “category corporations,” which are to
represent both employing and employed classes in
. the divisions of agriculture, industry, trade and
other fields. In the later session he explained the
move in some degree and announced that the Na-
tional Council of Corporations eventually must sup-
plant the Chamber of Deputies entirely as the legis-
lative body of the Italian State. The Italian “Cor-

porative State” heretofore has been realized only to
the extent of the organization of capital and labor
into syndicates and of the creation of the National
Council, which in reality had no corporations to
rule over, a Rome dispatch to the New York “Herald
Tribune” stated. The resolution introduced by the
Premier defines the new “Corporations of Category”

as institutions which, under the guidance of the
State, actuate the integral discipline of productive
forces for the development of the wealth, political
power and welfare of the Italian people. The num-
ber of such corporations is to be determined by the
real interests of national economy, according to the
resolution. It assigns as the specific power of the
Corporations, conciliatory power, a consultative
function which shall be obligatory in case of major
questions, and, through the National Council, the
promulgation of laws regulating the economic
activity of the nation.

Premier Mussolini closed the meeting, Tuesday,
with an address in which he made few specific pro-
nouncements on the questions before the Council.
Capitalism was denounced by the Premier, who de-
clared that the capitalist system had reached its
decadent phase throughout the world. He reiterated
that legislative powers are to be granted the Na-
tional Council of Corporations when the corporative
structure has been completed. The next Chamber
of Deputies will be elected in 1934 for five years, in
accordance with the usual procedure, but the Cham-
ber will be called upon to “decide its own destiny,”
I1 Duce said. Amalgamation of the Chamber with
the National Council of Corporations was suggested
as a logical idea by the Premier. The function of
the Corporations in the Fascist State should corre-
spond to the functions of the Grand Council of
Fascism and the Blackshirt Militia in the political
field, he indicated. The Corporative State is not
an article of export, the Premier remarked, but he
suggested that “other nations which have passed
through similar experiences” could learn from the
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system. A one-party political system and the “to-
talitarian State” would be necessary conceptions for
other countries that intended to follow the Italian
example, it was pointed out. The rise of the Cor-
porative State was described by the Premier as “co-
incident with the decadence of Socialism.” He in-
formed the Council, dramatically, that “to-day we
are burying economic liberalism.”
Ao LI

FACTIONAL dissension in Rumania resulted, last

Sunday, in the resignation of the National
Peasant party Cabinet headed by Premier Vaida-
Voevod, which has been attempting to co-operate
with King Carol. That he could not succeed in
this endeavor was admitted by M. Vaida-Voevod at
a party meeting, Wednesday, which ended in the
relinquishment of leadership by the former Premier.
Dr. Juliu Maniu, founder of the National Peasant
party and inveterate opponent of Carol, was re-
called to Bucharest to resume the party leadership
which he gave up when M. Vaida-Voevod insisted
upon a policy of co-operation. The end of this ex-
periment thus presages a resumption of the friction
between the King and the largest political party
that marked the first months of Carol’s reign. After
the Cabinet resigned last Sunday, King Carol in-
structed Dr. Tan G. Duca, head of the Liberal party,
to form a Government which would include all the
Liberal party factions, as well as a small group of
Rumanian National-Socialists. In this attempt Dr.
Duca did not succeed, and he was then requested to
form a Cabinet based on his own Liberal faction.
Premier Dueca readily accomplished this task, and
it is now expected that Parliament will be dissolved

and new elections held.
—_——

UBSTANTIAL progress toward Pan-American
unity is expected by Secretary of State Cordell
Hull, as an outcome of the Pan-American Confer-
ence, which is scheduled to begin in Montevideo on
Dec. 3. Mr. Hull sailed from New York last Satur-
day to attend this gathering, accompanied by an
official delegation consisting of Alexander W. Wen-
dell, Ambassador to Argentina; J. Reuben Clark,
Ambassador to Mexico; J. Butler Wright, Minister
to Uruguay; Spruille Braden, of New York, and
Miss Sophonisba P. Breckenridge, of Kentucky.
Technical advisers from various departments of the
United States Government joined the delegation,
which is now enroute to Montevideo on the steam-
ship American Legion. All the other 20 republics
of the two Americas will be represented by equally
impressive delegations, headed in most instances by
their respective Foreign Ministers or other ranking
dignitaries of State. Similar conferences are held
every two years in one or another of the 21 capitals
concerned. The problem of maintaining peace
among the republics of Pan-America usually forms
the principle subject on the agenda at the confer-
ences, and there is every indication that the gather-
ing at Montevideo next month also will consider this
its chief task.

Discussions of economic subjects at the Pan-Amer-
ican Conference will be somewhat more limited than
usual. President Roosevelt announced the person-
nel of the United States delegation late last week
and pointed out at the same time that “unsettled
conditions, such as European commercial quota re-
strictions, have made it seem desirable for the United
States to forego immediate discussions of such mat-
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ters as currency stabilization, uniform import pro-
hibitions, permanent customs duties, and the like.”
Mr. Roosevelt added the assurance that when the
temporary conditions necessitating emergency poli-
cies have passed, the United States will again take
up these items in accordance with the original pro-
gram. Subject to the wishes of the delegations, the
Conference will undertake to deal with such impor-
tant subjects as the organization of peace, interna-
tional law, the political and civil rights of women,
uniform legislation respecting bills of lading and
exchange methods, social problems and intellectual
co-operation, it was indicated. President Roosevelt
devoted most of his statement to the possibilities of
improving means of transportation and communica-
tion. He pointed out that an 8,750-mile highway
could be constructed from the Texas border to San-
tiago, Chile, and suggested that the United States
is ready to finance a scientific survey of this con-
templated route up to a cost of $500,000. Secretary
of State Hull not only will participate in the con-
ference sessions, but will avail himself of the oppor-
tunity to stop at the regular steamship ports of call
on both coasts and visit the capitals of several other
Latin American countries on a good-will tour, the
President added.

Despite the limitations placed on the discussions
at Montevideo, Mr, Hull expressed high hopes of the
results when he sailed last Saturday. The United
States delegation, he said, “is sailing under auspices
which T believe should do a great deal to improve
even more the spirit of meighborly understanding
prevailing between the United States and the Latin
American republics.” Every opportunity will be
seized to give effect to the “good neighbor policy” of
President Roosevelt, Mr. Hull indicated. He also

looks for a substantial step toward mutual economic

national and international planning. “I see no
reason,” he declared, “why we should not make an
exhaustive study and sound interpretation of such
matters as the resources, productive capacity, gen-
eral economic conditions, transportation needs and
other essentials in all countries as they relate to
the welfare of each. At the same time we can also
turn our attention to such questions as conciliation
methods, arbitration procedure, reciprocal commer-
cial arrangements and others out of which concrete
progress may come within the next 12 to 18 months.”
Secretary Hull closed his statement with an expres-
sion of confidence that the 21 American nations,
with their 240,000,000 population and their younger
civilization, will be able to furnish an example of
high co-operation at Montevideo by which the Euro-
pean nations, with their 450,000,000 population and
their far older civilization, may well profit.

There was a good deal of disappointment among
some Latin American countries at the announcsment
by President Roosevelt that tariffs will not be dis-
cussed by the United States delegation in Monte-
video. Tentative plans had been made by some Latin
American delegations to fight against the tariff
policy of this country, a Buenos Aires dispatch to
the New York “Times” said. It was pointed out in
some quarters, according to the same report, that
President Roosevelt’s ruling created an unprece-
dented opportunity for Argentina to assume the
leadership in South American affairs and organize
a regional South American bloc as opposed to the
United States. Such views, apparently wirelessed
to Mr. Hull, elicited the comment from him last Sun-
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day that President Roosevelt’s statement should not
be misinterpreted in Latin America as meaning that
the United States is approaching the Conference in
a defeatist frame of mind. Definite progress along
the lines of commercial policy, peace machinery and
cultural relations is to be expected at Montevideo,
he insisted.
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ROTRACTED negotiations regarding the
blocked funds of American firms and investors
in Argentina were ended, Tuesday, by an agreement
whereunder Argentine Treasury bills payable seri-
ally in United States dollars over a period of 15
years are to be made available to the owners of
such funds. The conversations were conducted he-
tween the Argentine Finance Minister, Federico
Pinedo, and an American committee consisting of
Palmer E. Pierce, Chairman of the Council on Inter-
American Relations; Eugene P. Thomas, President
of the National Foreign Trade Council, and James
S. Carson, of the Argentine-American Chamber of
Commerce. The Committee, in announcing the
agreement, indicated that representatives of about
100 American firms, holding approximately 30,-
000,000 pesos in blocked balances, had decided to
accept the offer of Treasury bills. It was estimated
that about 100,000,000 pesos are held in blocked
accounts. The Treasury bills are to be issued at
the fixed rate of 38.76¢. United States currency per
paper peso. They will carry interest at 2%, while
amortization will take place at the rate of 4% an-
nually during the first five years and 8% annually
during the last 10 years. Holders of the bills will
have the option of converting them into 20-year
United States dollar bonds with 4% interest and
amortization beginning in the sixth year, these in-
struments to be similar to the Sterling bonds issued
under the recent agreement for the liquidation of
British balances in Argentina.
Rt
ALTHOUGH the military rebellion in Havana
was quickly subdued by loyalist troops last
week, grave difficulties continue to face the regime
of President Ramon Grau San Martin in Cuba. A
sniping campaign was started by Cuban rebels in
Havana, soon after Atares Fortress fell before the
attack of loyal forces, and by last Saturday Havana
was said in press reports to have become a virtual
battlefield. Numerous casualties were reported
among civilians as well as soldiers, but the number
killed or injured could not be ascertained. Revolu-
tionary activities in the interior are reported on the
increase, with the rebel bands constantly gaining in
strength and numbers. Some interior cities ap-
pealed last Saturday for reinforcements, but the
Havana Government needed all troops in the capital
and could not send aid. A court-martial was started
Monday for trial of the rebels who surrendered at
Atares Fortress last week, and the Court promptly
released 27 rebels who were under 18 years of age,
but held the older offenders. The troubled con-
ditions in Cuba remain a source of deep anxiety to
the Administration at Washington, and arrange-
ments have been made for a conference, to be held
at Warm Springs, Ga., to-morrow, between Presi-
dent Roosevelt and the American Ambassador to
Cuba, Sumner Welles. In a brief announcement of
this arrangement, made by the State Department,
Wednesday, it was indicated that the discussion was
requested by Ambassador Welles.
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HERE have been no changes this week in the
discount rates of any of the foreign central
banks. Present rates at the leading centerss are
shown in the table which follows:
DISCOUNT RATES OF FOREIGN CENTRAL BANKS

Financial

Rate in
Effect
Nov.17

Rate in|
F//ecz
Nov.17

Pre-
Country. Date

Established.

Mar, 23 1933
. 13 1932

17 1932

. 23 1932

18 1933

. 251933

Country. Date

Established.
Oct. 17 1932
Feb. 16 1933
June 30 1932
Sept. 4 1933
July 3 1933
Aug. 16 1933
May 51932
May 23 1933
Oct. 25 1933
Mar. 14 1933
Apr. 71933
Feb. 21 1933
Oct. 22 1932
June 1 1933
Jan. 22 1931

In London open market discounts for short bills
on Friday were 1@1 1-169%,, as against 11-16@
1149, on Friday of last week and 1 1-16@1149%, for
three months’ bills, as against 1 1-16@1%%9% on
Friday of last week. Money on call in London
yesterday was V% At Paris the open market rate

remains at 2149, and in Switzerland at 1149,
———

HE Bank of England statement for the week
ended Nov. 15 shows a loss of £30,548 in gold
holdings, reducing the total to £191,782,245, as
compared with £140,451,771 a year ago. As circula-
tion contracted £4,229,000, reserves rose £4,199,000.
Public deposits fell off £5,516,000 and other deposits
rose £9,695,681. The latter consists of bankers’
accounts which increased £12,693,818, and other
accounts which decreased £2,998,137. The reserve
ratio is up to 51.739, from 50.109%, a week ago.
Last year the ratio was 41.179,. Loans on Govern-
ment securities decreased £1,625,000, whiie those on
other securities rose £631,626. Of the latter amount
£90,817 was to discounts and advances and £540,809
to securities. The discount rate did not change
from 29,. Below we show the figures for five years:
BANK OF ENGLAND'S COMPARATIVE STATEMENT.

Austria. ...
Belgium
Bulgar:
Chlile..
Colomb
Czechoslo-
vakla____
Danzlg__._
Denmark. _
England...
Estonia....
Finland.
France.
German

Hungary. ..

P acmen
@
o =

X

Lithuania..
Norway . . -
Poland . ...
Portugal.. ..
Rumanla ..
South Africa

LIS OO

XX X

Switzerland

Greece. .
Holland . . .18 1933

1933.
Nov. 15

1932.
Nov. 16

1931.
Nov. 18.

1930.
Nov. 19

1929.
Nov. 20

£ £ £ £ £
-|369,106,000/359,397,172(354,614,998|353,740,322(355,087,000

Circulation_a_ .
Public deposits
Other deposits.

15,340,000
97,087,831
58,544,023
38,544,908
62,498 855
20,952,118

8,108,161

18,728,000 20,447,326
141,065,519|115,698,087
Bankers accounts. 103,988,956| 82, ..),930
Other accounts. . .| 37,076,563| 33,198,157
Government securs.| 71,163,905 68,563.375
Other securities__ . __ 23,709,002( 29,273,525
Disct. & advances| '8,556,731| 11,795,039
Securities 15,152,271| 17,478,486| 31,0CC,381| 24,864,042| 21,843,057
Reserve notes & coln| 82,677,000| 56,054,599 42,155.969| 65,225,250| 37,742,000
Coln and bullion_.__|191,782,245(140,451,771|121,770,967|158,965,572(132,830,637

Propertion of reserve
to llabilities <51.73% 41.17% 35.57% 59.19% 33.57%
Bank rate 2% 2% 6% 3% 5% %
a On Nov. 29 1928 the fiduciary currency was amalgamated with Bank of England

note Issues adding at that time £234,199,000 to the amount of Bank of England notes
outstanding.

21,213,372
92,279,062
59,662,473
37,616,589
51,005,906
43,068,162
12,067,781

17,779,906
02,414,223
59,460,865
32,953,368
33,431,247
29,262,196

4,398,154

e S =
HE Bank of France statement for the week
ended Nov. 10 reveals a decline in gold hold-
ings of 730,216,501 francs. The total of the Bank’s
gold is now 80,018,475,965 francs, which compares
with 83,233,443 734 francs a year ago and 67,580,-
324,767 francs two years ago. French commercial
bills discounted increases 348,000,000 francs, while
credit balances abroad, bills bought abroad, advance
against securities and creditor current accounts fell
off 410,000,000 francs, 34,000,000 francs, 66,000,000,
francs and 257,000,000 francs, respectively. Notes
in circulation show a contraction of 667,000,000
francs reducing the total of notes outstanding to
81,527,681,375 francs. The total of circulation a
year ago was 82,313,227 380 francs. The propor-
tion of gold on hand to sight liabilities remains
unchanged. Below we furnish a comparison of the
various items for three years:
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BANK OF FRANCE'S COMPARATIVE STATEMENT,

Changes

for Week. Nov. 10 1933, | Nov. 10 1932. | Nov. 13 1931.

Francs. Francs. Francs. Francs,
—730,216,501(80,018,475,965/83,233,443,734(67,580,324,767
—410,000,600 458,769,727| 2,088,361,949(13,004,878,764

+-348,000,000| 3,380,683,427| 2,581,828,238
—34,000,000| 1,268,728,104| 1,930,637,560
—66,000,000| 2,836,580.722 6 074,284
—667,000,000|81,527,681,375(82,313,227,380|82,276, 21 58,025
—257,000,000|18,998,586,493|24,727,348,008 30,614, 736,834

Gold holdings
Credit bals. abroad.
a French commercial
bilis discounted. .
b Billsbought abroad
Adv. agent securs. .
Note circulation_ ___
Credit current acets.
Propor. ot gold on
on hand to sight
labilities. . ____

a Includes bills purchased in France.

No change. 79.60% 77.76%

b Includes bills discounted abroad.

59.86%

—_——

HE Reichsbank’s statement for the second quarter
of November shows an increase in gold and
bullion of 1,109,000 marks. The Bank’s gold is now
at 397,585,000 marks, which compares with 825,152,-
000 marks last year and 1,038,008,000 marks the
previous year. A decrease appears in reserve in
foreign currency of 10,652,000 marks in bills of ex-
change and checks of 233,188,000 marks, in advances
of 14,919,000 marks and in other assets of 8,550,000
marks. Notes in circulation reveal a contraction
of 69,898,000 marks, reducing the total of the item
to 3,368,818,000 marks. A year ago circulation
aggregated 3,413,583,000 marks. Silver and other
coin, notes on other German banks, investments,
other daily maturing obligations and other liabilities
record increases of 48,829,000 marks, 3,398,000
marks, 194,825,000 marks, 39,438,000 marks and
11,312,000 marks respectively. The proportion of
gold and foreign currency to note circulation stands
now at 129, as compared with 27.29, a year ago.
A comparison of the varison of the various items for
three years appears below:
REICHSBANK'S COMPARATIVE STATEMENT,

Changes

Jor Week. Nov. 15 1933.|Nov. 15 1932.|Nov. 14 1031.

Retchsmarks,
307,585,000
No change. 48,934,000
—10,652,000 7,917,000 104

—233,188,000|2, S(xl 852,000)2
448,829,000 D,000

+3,398,

Assets—
Gold and bullion
Of which depos. abroad
Reserve in foreign curr.
Bllls of exch. and checks
Silver and other coin._ ..
Notes on other Ger.bks.
Advances. .o« ooaao..
Investments
Other assets
Liabilittes—
Notes in circulation.__ ..
Other daily matur. oblig.
Other labilitles_ . . ____
Propor. of gold & foreign
curr. to note eircul'n.

Reichsmarks.
+1,

I-’rtchwnmke
109,000 5,152,001

Reichsmarks.
1,038,008,000
93,004,000
151,774,000
000 3,781,369,000
237,776 1000 1I $,000
10,441,000 ’M,UOO
95 133,364,000
102,884,000
894,004,000
4,453,459,000
406,836,000
862,059,000

26.7 %

12, 117 ,000
60,825,000
¢ 513,699,000
—8, uo() 000| 543,612,000
—89, 8‘1‘3 00(] 3,368,818,000|3,4
39, 000| 428,673,000/ 3
+11, 312 1000 233,844,000
—0.1%

12%

——

HE New York money market was quiet this week,
with rates substantially unchanged from pre-
vious levels. Dealers effected an advance of 4%
in the rate for bankers’ acceptances due in four to
six months, Monday, but this merely brought such
longer bills into line with the change on acceptances
maturing up to 90 days made last week. Call loans
on the New York Stock Exchange were 3{% for all
transactions of the week, whether renewals or new
loans. In the unofficial street macket such loans
were reported closed every day at 149, or a con-
cession of 149, from the officia: level. Time loan
rates were unchaneed. An issue of $75,000,000 Treas-
ury bills due in 91 days was sold Monday at an
average discount of 0.409, this rate contrasting with
a figure of 0.249, on the previous issue, sold Nov. 3.
Broke-s’ loans against stock and bond collateral de-
clined $32,000,000 in the week to Wednesday night,
according to the usual report of the Federal Reserve
Bank of New York.
g s
EALING in detail with call loan rates on the
Stock Exchange from day to day, 349 has
again been the ruling quotation all through the week
for both new loans and renewals. There have been
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no transactions in time money reported this week.
Rates are nominal at 34{@19% for 60 days and 19, for
three, four, five and six months. The market for
commercial paper has been moderately active this
week. The supply of paper available has been
fairly large. Rates are 1149, for extra choice names
running from four to six months and 1149, for names
less known.
—

THE market for prime bankers’ acceptances has

shown faily good demand this week and there
has been a moderate supply of paper available.
Rates were advanced on Monday 14 of 1%, in both
the bid and asked columns for 120, 150 and 180
day maturities. Quotations of the American Accept-
ance Council for Fkills up to and including 90 days
are 149, bid and 349, asked; for four months, 4%
bid and 549, asked; for five and six months, 19, bid
and 749, asked. The bill buying rate of the New York
Reserve Bank is 4% for bills running from 1 to 90
days, and proportionately higher for longer maturi-
ties. The Federal Reserve banks’ holdings of accept-
ances increased during the week from $6,737,000 to
$15,180,000. Their holdings of acceptances for
foreign correspondents, however, fell during the week
from $10,700,000 to $3,896,000. Open market rates
for acceptances are as follow::

SrOT DELIVERY.

—180 Days— ——150 Days— —120 Days—
Bid. Asked. Bid. Asked. Bid. Asked.

Prime eligible bi!S. oo cceeeenn 1 1 7% 3% 54
——90 Days— ———60 Days— ——30 Days—

Bid.  Asked. Bid. Asked. Bid.  Asked.
Prime eligible bills, Y% % ¥ % 21 %

FOR DELIVERY WITHIN THIRTY DAYS.

* Eligible member banks

Eligible non-member banks 1% bid
HE rediscount rate of the Federal Reserve Bank

of Philadelphia was reduced on Nov. 15 from

3 t0 214%,. The lower rate became effective Nov. 16.
Therelhave been no other changes this week in the
rediscount rates of the Federal Reserve banks. The
following is the schedule of rates now in effect for
the various classes of paper at the different Reserve

banks:
DISCOUNT RATES OF FEDERAL RESERVE BANKS.

Rate in
Effect on
Nov. 17.

Federal Reserve Bank. Previous

Date
Established. Rate.

Boston
New York....
Philadelphia. -

Nov. 21933
t. 20 1933
vov, 15 1933
. 211933

. 251932

. 14 1931

. 211933

8 1933

.12 1930

. 231031
Jan. 28 1932
Nov. 31933

RN

N

Kansas City .-

O IO W

San Franclsco.

STERLING exchange the present week far sur-
passed the sensational advances of last week
in the midst of frantic activity, the rate going on
Thursday as high as 5.52%4, the highest rate recorded
since the outbreak of the World War in 1914. This
was followed yesterday by an equally sensational
downward plunge, cable transfers on London at one

time selling as low as 5.151¢. In 1914 the rate
reached $6.00 and even $7.00, at which figures,
however, there were no transactions so far as could
be ascertained by market authorities. On the cur-
rent rise sterling was in extraordinary demand in
many parts of the world, especially in New York
and Paris, giving evidence that sterling is the most
favored currency even though Great Britain is off
the gold standard. The flow of funds from the
Continent to London during the week, particularly
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by way of Paris, has been extremely heavy, causing
considerable anxiety to the London authorities. On
a number of occasions the Exchange Equalization
Account, while ignoring all other markets, endeavored
to operate in Paris so as to prevent an undue widen-
ing of the rate in favor of London and against the
franc. But so persistent was the European demand
for sterling, by way of Paris, that the Exchange
Equalization Fund was compelled to withdraw to a
large extent several times and let the market take
its course. The movement of sterling throughout
the week was nothing more than an accentuated
phase of what has been under way for the past
month. The London exchange control endeavored
to keep the London check rate on Pacis below 81
francs to the pound, but so far as can be seen, they
were not successful in any part of any single day.
It may be recalled that the London check rate on
Paris closed on Friday of last week at 81.43, against
79.93 on the Friday before. It was with the great-
est difficulty that the London authorities kept the
rate from rising to and possibly above 83 francs to
the pound.

When properly understood, the high price for
sterling and the extremely high quotations for all
other foreign currencies represents merely a flight
from the United States dollar. The London authori-
ties were unable to control the advance in sterling
for the simple reason that markets are everywhere
convinced that the Washington authorities are
determined to split the gold content of the dollar in
half, and in addition the action of the market
throughout the week would indicate that there is a
universal belief that the United States will also
further inflate by the drastic emission of greenback
issues. The range for sterling this week has been
between 5.0314 and 5.5214 for bankers’ sight bills,
compared with a range of from 4.851% to 5.16 last
week. The range for cable transfers has been
between 5.0414 and 5.5234, compared with a range
of between 4.853{ and 5.161% a week ago. The
foreign markets, as during the past few weeks, have
completely ignored the price for gold set by the
Reconstruction Finance Corporation, and the gold
quotations are equally as erratic as the fluctuations
in the foreign exchange rates. It is of interest to
point out that for four successive days this week
the Reconstruction Finance Corporation made no
change in its price for gold from $33.56 per fine ounce
set on Tuesday, Nov. 14. However, the open
market gold price in London has remained per-
sistently above the price evidently aimed at by
the Reconstruction Finance Corporation. The result
is the bewildering anomaly of three prices for gold—
the price set by the French franc. which is normal
parity, the price fixed by the London bullion dealers,
which embraces the franc par price plus the premium,
if any, paid by purchasers of gold in the London open
market, and the price dete mined by the Washington
authorities. The French franc, it must be re-
membered, is simply a piece .of gold representing
58.95 milligrams of fine gold, or 65.5 milligrams of
gold 0.900 fine, or in terms of Troy weight, .05895
grams fine. The premium on gold in the London
open market is always:included in the price set
every morning by the London bullion dealers. The
sterling price for francs, we will say the mean price
to-day, 82.43; that is, the London check rate on
Paris is a peice for gold. When the demand for gold
is excessive, as it has been for months, it forces the
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open market price above the equivalent of the
sterling price for francs, or sterling-franc cross rate.

The following tables give the London check rate
on Paris from day to day, the mean gold quotation
for the United States dollar in Paris, the London
open market gold price, and the price paid for gold
(Reconstruction

by the TUnited States Finance

Corporation):
MEAN LONDON CHECK RATE ON PARIS.

Saturday Nov. 11..________81.50 | Wednesday Nov. 15 . ..-__. 82.104
Monday Nov. 13 81.812 | Thursday Nov. 16 .- _____ 82.50
Tuesday Nov. 14 ... 82.11 | Friday Nov. 17— __-____ 82.43

MEAN GOLD QUOTATION U. S. DOLLAR IN PARIS.
Saturday Nov. 11.._.._.____62,04 | Wednesday Nov. 15._.___._59.
Monday Nov. 13_ .. ... 62.3 | Thursday Nov. 16
Tuesday Nov. 14 60.9 | Friday Nov. 17

LONDON OPEN MARKET GOLD PRICE.
Saturday Nov. 11 130s. 114d. | Wednesday Nov. 15___129s.
Monday Nov. 13 129s. 1}4d. | Thursday Nov. 16
Tuesday Nov. 14 128s. 74. | Friday Nov. 17
PRICE PAID FOR GOLD BY U. S. (RECONSTRUCTION FINANCE
CORPORATION).
33.32 | Wednesday Nov. 15

33.45 | Thursday Nov. 16
33.56 | Friday Nov. 17

Lad.
6d.
128s8. 2d.

Saturday Nov. 11
Monday Nov. 13
Tuesday Nov. 14

The fluctuations in the dollar in terms of gold and
the changes in the price of gold in London and New
York make the following remarks of interest to the
general reader.

The gold value of the dollar based on the Recon-
struction Finance Corporation’s gold price is found by
dividing $20.67 (the price paid when the dollar was
at par) by the price fixed by the Reconstruction Fi-
nance Corporation. Hence when the RFC placed
a price of $33.56 per fine ounce which it determined
on Tuesday, Nov. 14, and continued on Wednesday,
Thursday, and Friday, the value of the dollar was
61.59 cents. The value of the dollar based on the
London gold price is found by dividing $20.67 by
the dollar equivalent for gold in London. For
inrtance on Thursday, Nov. 16, the price of goid in
London was 128s. 6d. In the mid-day market the
dollar-sterling cross rate was $5.46875. The price
of gold, reduced to pence, at 240 pence to the pound,
that is, 128s. x 12 + 6, the total number ot pence
in the London gold price that day, must be multi-
plied by the dollar-sterling cross rate, which was
$5.46875. The answer is $35.13, the London value
of gold expressed in dollars. At the same time the
Reconstruction Finance Corporation set a price of
$33.56. The gold value of the dollar based on Lon-
don gold is found by dividing $20.67 by the dollar
equivalent for gold in London. Hence, as the dollar
equivalent for gold in London on Thursday was
$35.13, the value of the dollar was 58.83 cents. The
value of the dollar, based on the franc rate, is found by
dividing the franc par, .0392, by the current rate for
francs in New York. Thus, at one time on Thursday
the franc was quoted at .0665, making the value of
the dollar in Paris 58.94 cents.

The market is in no way guided by the price set
for gold by the Reconstruction Finance Corporation.
No one knows how the Reconstruction Finance
Corporation arrives at its figure. But once the price
has been set, the United States price, taken in con-
junction with the London gold price for that day,
should give a theoretical dollar-sterling rate of ex-
change. For instance, on Thursday when the Recon-
struction Finance Corporation price for gold was
$33.56 per fine ounce and the London gold price was
128s. 6d., the dollar-sterling rate was theoretically
5.2233. The theoretical figure is obtained by multi-
plying the unknown quantity, the sterling-dollar
rate, by the London gold price as expressed in pence
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(128 times 12 plus 6, or 1542 pence) and reduced to
pounds (1542 divided by 240). The result equals
the Reconstruction Finance Corporation price of
$33.56. Expressed algebraically, the theoretical

dollar-sterling rate is determined as follows:
f1542) x = 33.56

1240/ x= 5.2233

The actual quotation for the pound in New York
on Thursday, when the theoretical rate was 5.2233,
was 5.47 at the opening, 5.5214 at the high, and
around 5.27 at the close.

It is impossible to predict the immediate course of
exchange. The fact that in late trading on Thurs-
day sterling and the major European currencies re-
ceded from the extreme highs recorded early in the
day and suffered a further sharp decline yesterday
is without special significance, but merely inideates
that the markets were overtaxed for the time being,

However, another version of the sudden recovery
in the dollar and sharp decline in the leading foreign
currencies, is that late on Thursday afternoon rumors
began to circulate in the financial district that the
exchange control of the Federal Reserve bank, under
the direction of Fred I. Kent, had “clamped down”’
on the purchase of foreign securities by American
Investment trusts, banks, insurance companies and
other interests, but this was not confirmed in official
quarters and appears to have been without basis.
Under the executive order of the President, dated
March 10, dealings in foreign exchange have been
restricted, but wide latitude has been allowed for
transactions “for legitimate and normal business
requirements.” Orgaaizations having funds to in-
vest have been allowed to buy foreign securities on the
ground that diversification of their assets to include
foreign holdings was a normal requirement of business.
The investment trusts have of late been heavy buyers
of foreign securities. It is quite possible that the
exchange control might, in the routine course of
scrutinizing transactions, have refused some requests
for permission to buy foreign exchange on the ground
that the purchase contemplated had as its real pur-
pose the flight of capital. There can be little doubt
that a wave of dollar buying must have set in as
foreign debtors of American concerns see an un-
parelled opportunity to liquidate their indebtedness
here with the decline in the dollar.

The expectation is that sterling will go higher and
the dollar much lower. It was evident throughout
the week that the British Exchange Equalization
Fund was absorbing francs in Paris and turning
them into gold. It is believed that London has
drawn down considerable gold from Paris durinz the
past few weeks, although it has doubtless transferred
much of this gold to its earmarked account with the
Bank of France. It is barely possible that the
Reconstruction Finance Corporation has been buying
gold in London, but if so, the market has found no
evidence of the operation. However, as pointed out
here on one occasion, Americans could as well as
not acquire gold in London now held in the vaults
of private banks by Continental owners, and there
would be no way of tracing such transactions. So
far as the open market is concerned the London gold
has practically gone for Continental account, as has
been the case for many months. On Saturday last
£361,000 of bar gold was taken for Continental
account at a premium of 10}4d. On Monday,
£440,000 was taken for Continental interests at a
premium of 9d. On Tuesday Continental interests
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took £235,000 at a premium of 6d. On Wednesday
£428,000 went to the Continent at a premium of 8d.
On Thursday £450,000 available is believed to have
been taken for Continental account at a premium
of 814d. Yesterday £325,000 went to continental
account at a premium of 9d.

Despite the superabundance of funds in the Lon-
don open market, bill rates have increased fraction-
ally. This has been brought about by concerted
agreement of the leading banks, guided by the Bank
of England, as owing to the extremely low rates
which have prevailed for over a year the existence
of the discount market was imperiled. Call money
against bills is in supply at 149, to 8{%. Two-
months’ bills are now at 1 1-16%, to 1149, three-
months’ bills are at 1 1-169, to 1149, four-months’
bills are 1149, to 1 3-169, six-months’ bills are
1 3-169% to 114%.

The Bank of England statement for the \\eek
ended Nov. 15 shows a loss in gold holdings of
£30,548, the total standing at £191,782,245, which
compares with £140,451,771 a year ago, and with
£150,000,000 recommended as the minimum by the
Cunliffe committee. The Bank of England’s gold
holdings are calculated on the par basis of 4.8665,
or at 20s. or 240d., representing 7.9881 grams of
gold, 0.916 2-3 fine (7.3224 grams of fine gold).

At the Port of New York the gold movement for
the week ended Nov. 15, as reported by the Federal
Reserve Bank of New York, consisted of exports
of $600,000 to England. There was a corresponding
decrease in gold earmarked for foreign account. In
tabular form the gold movement at the Port of New
York for the week ended Nov. 15, as reported by the
Federal Reserve Bank of New York, was as follows:
GOLD MOVEMENT AT NEW YORK, NOV. 9-NOV. 15, INCLUSIVE

Imports.
None. |

Ezports.
$600,000 to England.

Net Change in Gold Earmarked for Foreign Account.
Decrease: $600,000.

Ezports of Gold Recovered from Natural Deposits.
None.

The above figures are for the week ended Wednes-
day evening. On Thursday and Friday there were
no imports or exports of the metal or change in gold
earmarked for foreign account. There have been no
reports during the week of gold havmg been received
at any of the Pacific ports.

Canadian exchange fluctuated rather violently
during the week as a result of the wide fluctuations
in sterling and the dollar. The rate was counsistently
in favor of Montreal. In the wild trading on Thurs-
day, Dow, Jones & Co. report: “A fantastic develop-
ment of the day was a swing in Canadian exchange.
Montreal funds opened at around 1349% premium
and later in the morning advanced to a little over 29,
premium. Then, with a suddenness which left even
veteran exchange traders bewildered, the rate got
completely out of control and rose to unheard of
heights at a premium of 5}4%, as American capital
sought refuge in Canadian securities. Then, as
though satisfied with this exhibition, the rate relapsed
to the early morning levels.”

A dominating factor in the firmness in Canadian
exchange during the past few weeks is said to be
the activity of the Canadian Government in re-
patriating a portion of the proceeds of the $75,000,000
loan issued in London last summer. At the time
of issue both the Canadian dollar and sterling were
at a sharp discount, so that the transfer of funds to
Canada would have entailed considerable loss. Now
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the situation has changed. The Canadian Govern-
ment, it is said, has been selling sterling to buy
dollars in New York. With these dollars it has
purchased Canadian dollars in New York, the
principal market for Canadian funds. The mean
noon quotations for Montreal funds this week have
been as follows: On Saturday last, Montreal funds
were at a plemium of 149%; on Monday, at 3549, "C, on
Tuesday, at 1149%; on Wednesday, at 1/> b; on
Thursday, at 2159, and on Friday, at 2149,

Referring to day-to-day rates, sterling cxclmnge on
Saturday last was confused and dull with rates off
from the high market of Friday. Bankers’ sight
was 5.0314 @ 5.10; cable transfers 5.0414 @ 5.1014.
On Monday sterling was in demand. The range was
5.132% @ 5.18 for bankers’ sight and 5.13%¢ @ 5.183%
for cable transfers. On Tuesday sterling was up
sharply in a frenzied market. Bankers’ sight was
5.2034 @ 5.33; cable transfers 5.2074 @ 5.33%5. On
Wednesday the pound again advanced sharply.
Bankers’ sight was 5.30 @ 5.4134; cable transfers
5304 @ 5.42. On Thursday sterling moved still
higher with wide and rapid fluctuations. The range
was 5.25 @ 5.5214 for bankers’ sight and 5.2814 @
5.5234 for cable transfers. On Friday sterling was
reactionary; the range was 5.15 @ 5.331% for bankers’
sight and 5.1514 @ 5.3334% for cable transfers. Clos-
ing quotations on Friday were 5.2014 for demand
and 5.21 for cable transfers. Commercial sight bills
finished at 5.21; 60-day bills at 5.2014; 90-day bills at
5.2015; documents for payment (60 days) at 5.2013,
and seven-day grain bills at 5.1914. Cotton and
grain for payment closed at 5.2014.

e ot
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XCHANGE on the Continental countries has
likewise displayed great strength in terms of

the dollar. The center of interest is of course the
French franc, as the French gold supply seems to be
threatened periodically. At present and during the
past few weeks London has drawn down much gold
from Paris, owing to movements of capital from other
countries to England by way of Paris. The British
Exchange Equalization Fund is also supposed to have
made heavy purchases of francs, which it has con-
verted into gold. The gold bloe countries have taken
less than in recent weeks, as their rates on Paris, while
still above franc par, have been ruling well under the
upper gold point for gold from Paris. The takings
for account of the Reconstruction Finance Corpora-~

tion are believed to have been incousiderable. The
next weekly statement of the Bank of France is ex-

pected to show a large loss of gold, the greater part
of which has doubtless gone to London chiefly from
private deposits. The frenzied swings in the market
this week owing to dollar-sterling changes were re-
flected noticeably in the French frane, which is never-
theless firm in terms of the dollar. Par of the franc is
3.92. On Friday of last week the unit closed in New
York at 6.2614, up 1814 points over the previous Fri-
day. This week it fluctuated in New York in a range
of 5114 points, or between 6.181% and 6.70, closing
at 6.30 for cable transfers. The Bank of France state
ment for the week ended November 18 shows a loss
in gold holdings of fr. 730,216,501, the total standing
at fr. 80,018,475,965, which compares with fr. 83,-
233,443,734 a year ago and with fr. 28,935,000,000
in June 1928, when the unit was stabilized. Since
September 1 the bank has sold fr. 2,259,000,000.
Since the United States embarked on its new gold
policy late in October the bank has sold fr. 1,750,000,-
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000. It is thought in Paris quite possible that an-
other billion francs and perhaps more may be parted
with before the end of the year. Despite the many
rumors and demoralized condition of the foreign ex-
change market. French banking interests assert
that there is little concern in Paris over the loss in
gold holdings. It is estimated there that there are
fully twelve to fifteen billion francs of liquid foreign
balances in Paris which the French authorities have
at all times been prepared to see withdrawn when con-
fidence in general world conditions improves. It is
pointed out there that the Bank of France would be
in a sufficiently strong position if its total gold hold-
ings were reduced even as low as fr. 40,000,000,000,
although of course the psychological effect of too
great a reduction in the reserves would not be con-
ducive to the peace of mind of the ordinary French
citizen and might result in hoarding. At present its
note cover is fully 1009, as the Bank of France, while
losing gold, has s’ceadlly reduced its other mght lia-
bilities and also its balances abroad. Any further
reduction in gold holdings would have a firming effect
on the Paris money market. In fact, the market is
already much stronger than it has been in several
weeks. It is quite possible that the Bank of France
may almost any day increase its rate of rediscount,
which has been at 2149, since October 9 1931. De-
spite the heavy losses in gold in recent months, the
bank’s ratio stands very high, being 79.60 on Novem-
ber 10, compared with 79.60 November 3, with 77.76
a year ago, and with legal requirement of 35%.

The London check rate on Paris closed on Friday
at 82.43, against 81.43 on Friday of last week. In
New York sight bills on the French center after the
downward reaction on Friday finished on that ddy
at 6.2914, against 6.26 on Friday of last week; cable
transfers at 6.30, against 6.2614, and commercial
sight bills at 6.29, against 6.2524. Antwerp belgas
finished at 22.49 for bankers’ sight bills and at 22.50
for cable transfers, against 22.34@22.35. Final quo-
tations for Berlin marks were 38.49 for bankers’
sight bills and 38.50 for cable transfers, in com-
parison with 38.17 and 38.18. Italian lire closed at
8.5414 for bankers’ sight bills and at 8.55 for cable
transfers, against 8.4214 and 8.43. Austrian schill-
ings closed at 18.15, against 18,10; exchange on
Czechoslovakia at 4.82, against 4.77; on Bucharest
at 0.98, against 0.98; on Poland at 18.15, against
18.10, and on Finland at 2.25, against 2.25. Greek
exchange closed at 0.9214 for bankers’ sight bills
and at 0.93 for cable transfers, against 0.91 and
0.9115.

———

XCHANGE on the countries neutral during the
war is, of course, exceptionally firm in terms

of the dollar, in sympathy with the general move-
ment of the major currencies. Holland guilders and
Swiss francs are especially firm, while the Scandi-
navian currencies, which move in sympathy with
sterling exchange, have on several occasions in the
past week approached their old dollar parities for the
first time since Great Britain abandoned the gold
standard. A few transactions in Swedish exchange are
believed to have been effected during the week at
rates above former dollar parity. The Bank of
The Netherlands increased its gold holdings a week
ago by 10,000,000 guilders, most of which was
withdrawn from France, so that the Netherlands
Bank has now gold coverage of 100.39%. Spanish
pesetas, while relatively firm in terms of the dollar,
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as they have been for several months, worked
counter to the general trend of the foreign exchanges
due to threats of further political disturbance in
Spain. On the other hand, rumors were rife in the
market that Spanish authorities are making de-
liberate efforts to depreciate the value of the peseta.

Bankers’ sight on Amsterdam finished on Friday

at 65.29, against 64.69 on Friday of last week;
cable tlamfms at 65.30, against 64.70, and com-

mercial sight bills at 65.15, against 64.55. Swiss
francs closed at 31.34 for checks and at 31.35 for
cable transfers, against 31.00 and 31.01. Copen-
hagen checks finished at 23.29 and cable transfers
at 23.30, against 22.78 and 22.79. Checks on
Sweden closed at 26.89 and cable transfers at 26.90,
against 26.32 and 26.33; while checks on Norway
finished at 26.20 and cable transfers at 26.21, against
25.64 and 25.65. Spanish pesetas closed at 13.12 for
bankers’ sight bills and at 13.13 for cable transfers,
against 13.30 and 13.31.

——

XCHANGE on the South American countries
presents no important differences from recent
weeks. Several items relating to the blocked ac-
counts of American exporters to Argentina will be
found in our news columns. American firms holding
approximately 32,000,000 pesos of frozen credits as
of May 1 last have agreed to exchange them for
Argentine Treasury 15-year 29, notes. The Ti-
nance Ministry has launched a conversion offer of
1,350,000,000 pesos of 6% and 51469, bonds into 5%,
bonds in a program believed to have been designed
to bring about cheaper money. A total of 600,-
000,000 pesos of internal bonds was converted on
Wednesday and it seems reasonably certain that that
entire issue will be converted at once without much
difficulty.

Argentine paper pesos closed on Friday nominally
at 42.10 for bankers’ sight bills, against 4074 on
Friday of last week; cable transfers, at 4214, against
FOREIGN EXCHANGE RATES CERTIFIED BY FEDERAL RESERVE

BANKS TO TREASURY UNDER TARIFF ACT OF 1922.
NOV. 11 1933 TO NOV. 17 1933, INCLUSIVE.

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

Nov. 13. | Noo. 14, | Nov. 15. | Nov. 16.

Country and Monetary
Unit.

Nov. 11. Nov, 17,

EUROPE— $
185900
228730
.013333%
.049120
236870

5.290714
.023300
064107
.391800
.009310
661066
290333
086550
266327
185583
.050141
010275
133375
272600
317458
022700

S
191375
238575
022000
.050871
.245700

5.512395
.024083
067012
410750
.009620
690636
207500
090220
276550
.192333
.C51641
010316
139063
284875
331570
023575

$
183800
.2287C0
020750
048616
234288

260000
023375
064185
390600
009185
660900
286343
086216
.263970
183800
049220
.010040
132150
270408
317469
022566

$
.1805C0
.223540
1020000
.047728
1229420

5.141250
.022700
062795
.383015
.009080
647176
.282250
-084500
1258040
.180000
048516
009775
1122009
1265058
310635
.022100

$

.179125
222084
.020333*
Czechoslovakla, krone, .047514
Denmark, krone .226970
England, pound

sterling 5. 001250
Finland, markka..... 1
France, {ran¢........ A
Germany, relchsmark| .

240411

385113
023600
065464
399650
.C09456
ML73777
288750
L087865
270187
187266
.051325
.010433
135000
W277C80
323772
022933

4
Norway, krone....._| 2555

Poland, 2108« ccceae | 180000
Portugal, escudo..... ‘048066
009766
132457
261963
310000
022033

Switzerland, franc...

Yugoslavia, dinar....
ASIA—

China—

Chefoo (yuan) dol'r| .324583
424583
425000
324583
.'163750

.342016%
342016
339701
342016
380000
402500
.313750
.6256625*

4.284166
4.295000

5.325312

1.013875
1.000200

276875
1.011750

D68174%
085825+
.103925%
“787500%
.667200*

.3?(5250
Hankow (yuan) dol'r .33 2
Shanghnl(yuan)dol'r
Tientsin (yuan) dol'r|
Hong Kong dollar-.l
India, rupee ......... 877250
Japan 208687
SIngnpore (S S. )dollarl .590000
AUSTRALASIA— |
Australia, pound..... ‘4 .053333 14.095833
NewZealand pound.. 4.064166 |4.106250
AFRICA— {
South Africa, pound..|5.032500 .’S C85000
NORTH AMER
11.000364 [1.001927

Canada, dollar..
999150 '1.0000C0
276480 | .276900

331562
330833
370937
382250
301420

.600625

343343
382500
409625
317500 ',
648750 ’ 621250

4.380000 4.218333
4.391666 4.230000

o JI

391718
307500
608750

4.185833
4.105833

5.207500

1.011979
999860
276900

1.008000

943339*%
.083463%
.100375%
775333%
L667200*

5.446875 15.226666

\
1.041534 11.032187
.999800 | 990800
276900 | 276900
1035000 |1.030000

.089541% ,052370%
.086187% .088106*
.104750% ,101750*
-809166% 785333«
.667200% .667200*

Mexico, peso (sil
Newtoundland, dollar, .998000 | .999375
SOUTH MLR—— |
Argentina, peso (gold) .921229% .931127*
Brazil, milrels . ... _._| . 083810% .084060*
Chile, peso.... .091()25‘ .099000*
756416% .773333*%
Colombia, peso “667200% .667200%

* Nominal rate; firm rates not available.
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41.00. Brazilian milreis are nominally quoted 8%
for bankers’ sight bills and 834 for cable transfers,
against 814 and 834. Chilean exchange is nominally
quoted 10, against 934. Peru is nominal at 2314,
against 21.50.

e
XCHANGE on the Far Eastern countries is, of
course, generally firm in terms of dollars in
consequence of the processes which have caused
the advance in all other currencies against the
dollar. Indian rupees are exceptionally firm as
they move with the pound sterling, to which they
are attached at a fixed rate.

Closing quotations for yen checks yesterday were
30.75, against 30.30 on Friday of last week. Hong
Kong closed at 3734@38 7-16, against 37@37 1-16;
Shanghai at 3334, against 33; Manila at 5015,
against 5014; Singapore at 6114, against 6014;
Bombay at 3914, against 3834, and Calcutta at 3914,
against 38%4.

S
THE following table indicates the amount of gold
bullion in the principal European banks as of
Nov. 16 1933, together with comparisons as of the
corresponding dates in the previous four years:

Banks of— 1933. 1932. 1931. 1030. 1929,

£ £ £ £ 5
England.__| 101,782,245 140,451,771| 121,770,967 158,965,572 132,830,637
France.a . 147, 665,867,540| 540,642,598 410,4C0,219| 324,316,255
Germany b 1432 47,533,150( 101,502,750 104,212,550
Spain 90,427 .00 80.669.000| 97,885,000 102,595,000
Italy . _____| 76,228,000 58.918,000| 57,243,000/ 56,017,000
Neth'lands . 74,445,000
Nat. Belg'm| 77,501,000
Switzerland 61,691,000
Sweden____ 14,189,000
Denmark _ 7,397,000 7.400,000{ 9,121,000/ 9,561,000 9,582,000
Norway._ .| 6,576,000 8.014,000{ 6,560,000  8.135,000( 8,151,000

Total week|1,257,816,602|1,274,428,320/1,084,600,715| 955,263,541| 839,820,442
Prev. week!1,262,174,432'1,272,284,61611,084,847,536! 955,870,824! 836,381,010

a These are the gold holdings of the Bank of France as reported in the new form
of statement. b Geld holdings of the Bank of Germany are exclusive of gold held
abroad, the amount of which the present year is £2,446,7C0.

38,195,000
90,315,000
62,687,000
86,240,600
74,650,000( 73,080,

89,165,000f 53,416,000
11,443,000 11,857,000

4l 35,514,000 36,885,000
0,000, 37,003,000 30,481,000
25,624,000 21,345,000
13,430,000 13,405,000

United Germany and Disunited Europe.

The outcome of the German election last Sunday
was, of course, a foregone conclusion. Even if Ger-
many had had a Government much less firmly seated
than that of Chancellor Hitler, the single issue pre-
sented to the voters, that of approving the policy of
demanding arms equality and withdrawing from the
Disarmament Conference and the League, would un-
questionably have been sustained by an overwhelm-
ing majority. Ilven so the Government took no
chances, and all the resources of a highly-developed
propaganda system were invoked to make the victory
of the Government as imposing as possible. A
nation-wide suspension of industry was staged on
Friday, Nov. 10, while Chancellor Hitler made his
final election appeal over the radio, and the next
day President von Hindenburg, in a radio address,
called upon all Germans to announce, “loudly and
})()giti\ve])-,” that Germany muste“never again be
treated as a second-class nation.” The result was
shown on Sunday when, out of a registered list of
slightly more than 45,000,000, more than 96% of
those registered voted, and nearly 93% of the votes
were cast for the Government. The total vote of
43,430,046 exceeded by more than 4,000,000 the rec-
ord vote cast in the Reichstag election last March.
As the Berlin correspondent of the New York
“Herald Tribune” remarked on Monday, “however re-
pugnant his methods may be to the Western democra-
cies, the statesmen of the world henceforth will have
to reckon with the fact that a virtually unanimous
German people stands back of Hitler in his battle
for German equality.”
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The outcome of the election is to be viewed from
two standpoints. In addition to expressing their
opinion regarding the Government policy, the voters
also elected a new Reichstag, although at this point
there was no choice since only one list of candidates
was presented. The new Reichstag, which will meet
within the next three weeks, will be a body com-
pletely controlled by the Government, and it is ex-
pected that it will pass without demur a bill in-
tended to put an end to the political independence
and power of the German States, and establish a
“unified” Reich in which the former States will be-
come merely administrative subdivisions. There-
after, if predictions regarding the nature of the new
Government policy are verified, parliamentary gov-
ernment in Germany will disappear, and the funec-
tions of the Reichstag will be confined to formal
approval of Government decrees, which by law may
still be issued as a substitute for legislation, and
equally formal assent to international agreements.
Germany will have become in law as well as in fact
a virtually complete dictatorship resting upon an
all but unanimous vote of the German people. What
the domestic program of the Government is to be
has been so imperfectly revealed that any discussion
of it at this stage would be premature.

The effect of the German election upon foreign
governments has also been marked. Down to the
eve of the election there was a disposition in some
quarters to continue criticism of Germany’s arms
stand and keep alive some of the controversies over
German policy. On Nov. 10 Senator Dordolot of
Belgium, in a newspaper interview, created some-
thing of a sensation by announcing that the final
report of the Inter-Allied Control Commission, in
1927, on German armament—a report which has
thus far been held as a secret document—showed
that Germany had not only opposed the work of
the Commission, but that its armament at that time
exceeded what was allowed by the Versailles treaty.
The announcement was not exactly news, since the
general nature of the report was already known,
but it elicited from General J. H. Morgan, the Brit-
ish member of the Commission, a letter to the Lon-
don “Times” stating that if the report, together
with earlier ones, were published, “the whole world
will be convinced that Germany never was disarmed,
never intended to disarm, and for seven years did
everything in her power to obstruct, deceive and
counter-control the Commission whose duty it was
to disarm her.”

A Munich dispatch to the New York “Times,” on
Nov. 10, reported that the Concordat between the
Vatican and the Reich was “not working well,” that
Catholies felt that it had “never been put into prac-
tice as far as the Government is concerned,” and
that there was reason to believe that the Vatican
might denounce it. Some support was given to the
charge by the announcement from Munich on Sun-
day that former Chancellor Marx and a number of
other leaders of the old Catholic Center party had
been indicted for fraud in connection with the con-
duct of the National Association for Catholic Ger-
many and its publications. The Governing Com-
mission of the Saar Basin informed the League of
Nations on Nov. 10 that the National Socialists were
carrying on “an increasing campaign involving
threats, denunciations and disguised boycotts
against inhabitants of the territory suspected of

not sharing” Nazi political ideas, and that “ex-
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ceptional measures” had been found necessary.
The overwhelming victory of the Hitler Govern-
ment on Sunday, however, brought a change. While
the Italian press refrained from comment upon the
election, Paris opinion was reported as leaning
strongly in the direction already taken by leaders
and newspapers of the Left, and favoring direct
conversations with Germany. One of the most influ-
ential Paris papers, the “Matin,” was quoted as say-
ing on Monday that the “road of force” which Mar-
shal Foch had advocated could not now be taken,
and in any case was contrary to French public
opinion, that the road of “constant meetings and
academic talks at Geneva” was discredited, and that
the Briand road of direct conversations was the
one that should be tried. “It is not without perils,”
the “Matin” added. “It will demand a firm will
and clearsightedness. But is it not preferable to
try to save everything by going alone than to allow
one’s self to slide to disaster by hanging on to the
tail of the procession?” The general impression in
Paris appeared to be that Chancellor Hitler, with
the German people behind him, would shortly put
forward new claims, although no one advanced a
definite idea of what the claims might be. Never-
theless, Premier Sarraut, in a debate in the Chamber
of Deputies, on Tuesday, in the course of which his
Government twice received substantial votes of con-
fidence, declared that “we will not refuse to discuss
the situation if we are asked,” while M. Paul-Bon-
cour, the Foreign Minister, said that “any concrete,
precise proposal that is transmitted to us is certain
to be received and examined by us in the same spirit
as we have always shown in negotiations with the
great country whose relations with ourselves are a
condition, in large measure, for the maintenance of
the peace of Europe.” The reference to the spirit in
which negotiations had previously been carried on
was, perhaps, open to question, but the statement
was made in a speech whose tone was conciliatory,
and in the course of which M. Paul-Boncour had in-
vited from Germany a full and frank statement of
its wishes and aims.

The British reaction, on the other hand, has been

mixed with controversy over the future of the Dis-'

armament Conference. On Nov. 9, in a London
speech, Prime Minister MacDonald earnestly urged
Germany to return to the Conference, and promised
a friendly consideration in England of any requests
it might make. The next day he assured a visiting
deputation headed by the Archbishop of Canterbury
that it had never been the British intention to defer
supervision of arms until after some probationary
period, or to apply supervision only to Germany.
The revival on Nov. 11 of the report that Germany
intended to broaden its demands to include the an-
nexation of some adjacent territory and the recovery
of some of its former colonies, together with the
announcement that Italy would not be a party to
further discussion of arms control with Germany
absent, apparently made Mr. MacDonald hesitate,
and in the House of Commons on Monday he spoke
rather vaguely of the Government plans while re-
peating the invitation to Germany to return. The
attitude of the Liberal party, which joined with
Labor in criticizing the Government, although re-
fusing to vote on a Labor motion of censure, was
indicated by the declaration of Sir Herbert Samuel,
Liberal leader, that “it is essential that a proposal
should be made to Germany which enlightened
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people throughout the world can regard as just and
which Germany can reasonably be expected to
accept.” On Thursday night Sir Herbert announced
by radio that on Nov. 21, when Parliament recon-
venes, the Liberals would end their support of the
Government and join the Opposition.

Feeling in the Commons was further accentuated
by the reading, on Monday, of a letter in which
Arthur Henderson, President of the Disarmament
Conference, declared that the situation at Geneva
was “most unsatisfactory,” and that “unless a much
greater determination to make progress is forth-
coming” he would have no alternative except to
place his resignation in the hands of the League
Council. The Geneva correspondent of the New
York “Herald Tribune” reported on Tuesday that
it had been learned “on good authority” that My,
Henderson intended to demand a special session of
the Council next week and “force a showdown.”
Renewed criticism of the MacDonald Government
was reported from London on Wednesday, the Lon-
don “Times” taking Sir John Simon, the Foreign
Secretary, rather severely to task for missing an
opportunity at Geneva and, by agreeing in advance
with the French to postpone consideration of the
draft disarmament convention and to defer arma-
ment reduction for from five to eight years, giving
Germany “at least a plausible excuse for discon-
tinuing the discussions.”

The German election, in short, has called a halt
in disarmament and left London, Paris and Rome
waiting for the next German move. Chancellor Hit-
ler, meantime, has given no indication of his plans,
but has apparently left it to be inferred that the next
move must come from London or Paris, the attitude
of Rome being regarded as fundamentally friendly.
Even British official circles are credited with con-
ceding that his position at the moment is a strong
one, and that he would be politically unwise to
weaken it by making new proposals about disarma-
ment, since his action might be interpreted as the
result of pressure from uneasy elements among his
supporters. What the situation means is that the
four great Powers of Europe are now more definitely
than before divided into two groups, and that
the continuance of the division does not make for
peace. Edmund Burke, in his great speech in the
House of Commons in 1775 on conciliation with
America, urged Great Britain to conciliate the re-
volting American colonies on the ground that it
was always the stronger party to a controversy that
was best fitted to offer concessions. The time is
opportune for Great Britain and France to act upon
Burke’s wise suggestion. With increasing criticism
at home of their fruitless course at Geneva, and with
no assurance of support from Italy as long as Ger-
many holds aloof, the wisest course would seem to
be to meet a united Germany half way. The an-
nouncement on Thursday that Sir John Simon was
hurrying back to Geneva in response to an urgent
call from Mr. Henderson, and that conversations
with the French and Italian delegates would be
resumed, seems to point to at least one more effort
to save the Conference from failure and Europe from
an indefinite continuance of perilous discord.

Operation of the National Teeter.

Much of the time since March Fourth Uncle Sam
has been standing upon a teeter with a foot on either
side of the centre, a hopeful people seated upon one
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end and a group of bewildered and doubtful persons
clinging fearfully to the other.

Pressure of a potent foot on one side of the centre
raises the hopes and aspirations of those at the other
end and in equal degree depresses those on the op-
posite side as they feel themselves falling. Perhaps
the next day, the next week or the next month the
pressure is reversed or relaxed, inspiring hope and
confidence to those who felt they had been forsaken
and at the same time lowering the spirits of those
who had believed their conditions were being per-
manently bettered. ;

Day by day millions of citizens peruse the daily
newspapers to scan the latest developments at Wash-
ington and weigh their influence upon themselves
for weal or woe. So long as the influences related to
such ordinary affairs as banking, agriculture, manu-
facturing, mining, railroading and merchandising
Americans had a pretty clear idea as to what was
what. They are intelligent and have fair faculties
for weighing the importance of events.

But when Uncle Sam exerts the weight of his in-
fluence to depreciate the buying power of the Ameri-
can dollar by enhancing the value of gold, which is
the international measuring stick, the process of
reasoning goes beyond the mentality and comprehen-
sion of the ordinary citizen. If operation of the

teeter is long to continue each community will ap-
parently need to set up a school of political economy
and finance in order that the farmer, the merchant,
the mine worker, the toiler in the mills and upon
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the railroads, in fact most persons aside from those
employed in counting-houses, may obtain some com-
prehension as to where the United States is drifting
and what each individual should do in order to set
his own house in order that he may meet the new
conditions to the best advantage.

A spurt in the value of gold has contrary effects.
‘When the gold is marked up the dollar is depreciated
because as prices move upward more dollars are re-
quired to pay for a purchase than before. This “in-
flation” as it may be termed is calculated to enhance
the market value of stocks. If inflation continues
prices of shares will be apt to rise. On the contrary
a bond upon maturity may be satisfied by payment
of a fixed sum and if the dollars received in pay-
ment are not worth 100 cents the loss falls upon the
bondholder who sells a security for which he paid
par or a premium. So itis that while the teeter may
send stocks up, its effect will be to depress bonds of
a near maturity.

The effect of the teeter operation is not wholly
domestic. It extends to many foreign countries
whose bankers and financiers are closely watching
every move at Washington and calculating what
may be the effect upon international commerce.

The whole scheme for bringing about prosper-
ity with the National Industrial Recovery Act
is puzzling, but the attempt to debase the
standard of values and thereby to achieve endur-
ing prosperity is a tax on credulity and staggers
belief.

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

There are pretty definite indications that the
improvement in the earnings of United States rail-
roads, which was such a distinctive feature of the
returns during the summer months, is now on the
wane. The ratios of gains, compared with last year,
are very much smaller than they were a short time
ago, both in the gross earnings and in the net. Our
compilations to-day cover the month of September
and as regards gross and net earnings alike the per-
centages of the increase are relatively light. In the
gross earnings the increase over 1932 is only $23,446 -
244 or 8.629% and in the net earnings (before the
deduction of the taxes) no more than $11,129,616,
or 13.39%. In July the improvement over 1932
was $59,691,784 in the gross or 25.13%, and
in the net $54,334,821, or 117.74%,. In August the
gain over 1932 was $48,737,988 in the gross, or
19.36%, and in the net $33,555,892, or 53.649.

The dwindling in the amounts and percentages of
increase is not to be ascribed to any betterment of
the results a year ago, with which the comparison is
made. On the contrary, comparison is with very poor
results in 1932, the falling off then having been by
no means small and having followed, moreover,
cumulative losses in the two years preceding, though
in 1932 the cuts in expenses were more decisive than
they had previously been, making the showing as to
the net earnings less unfavorable than they had
been before, but they were unfavorable nevertheless
and the further shrinkage in the net then came on
top of prodigiously heavy losses in the two years
preceding. In the gross, where there was no evidence
of improvement in 1932, this year’s gain of $23,446,-
244 in the gross comes after $77,612,781 loss in 1932

as compared with 1931 and after $117,073,774 loss
in 1931 as compared with 1930 and $99,634,540 loss
in 1930 as compared with 1929, making a cumulative
record of losses startling by reason of its very mag-
nitude. In like manner this year’s gain of $11,129,616
in net, comes after $9,060,608 loss in 1932; $55,161,-
214 loss in 1931 and $36,255,679 loss in 1930.

Month of September— 1933, 1932, Ine. (+) or Dec. (—).
Miles of road (165 roads) ... ] 239,904 +1,088 0.45%
Pt e — S0Lo95,071 148000048 L12.310028 6.00%
Ratlo ot expenses to earnings 68.11% 69.46% —1.356%
$04,222,438  $83,092,822 +-$11,129,616 13.39%

The tapering off of the improvement in both gross
and net earnings reflects the gradual slackening in
trade which has been developing during the last
twomonths. The diminishing trade activity was most
pronounced in the Middle States and Middle West,
where the manufacturing industries of the country
abound. Conspicuous instances of the kind are found
in the iron and steel trade and the so-called “heavy
industries” where lessened activity has been especially
in evidence. This has been accompanied by a falling
off in the coal traffic, which is an important item of
freight in the manufacturing regions, since, with
production undergoing contraction, the need of coal
for carrying on the processes of trade, has been
correspondingly reduced. Another drawback which
has operated to curtail railroad traffic and railroad
revenue, should not be overlooked. We refer to the
fact that large sections of the southwest suffered
from severe drouth which served greatly to diminish
the size of the leading crops and in fact made the
crops an almost absolute failure in certain distriets.
This has reference especially to the winter wheat area
of the southwest. Some of the spring wheat areas

Net earnings
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further to the north also had to contend with severe
drouth and as a consequence with a short spring
wheat crop. In addition many farmers have been
dissatisfied with prevailing market prices for grain
and as a consequence have been withholding their
grain from market.

Evidence of the slowing down of industrial activity
is found in many different directions. The iron and
steel trades furnish conspicuous examples, as already
indicated. Steel output, which in July had reached
3,203,810 tons and in August had been 2,900,611
tons, fell to 2,310,982 tons in September. Of course
this still showed considerable increase over the pro-
duction of 991,858 tons in September 1932, but it is
only necessary to go a few years further back to
make it plain that the 1932 product was far from
being anywhere near the normal; in September 1931
the steel ingot production was 1,545,411 tons; in
September 1930 2,840,379 tons and in September
1929 no less than 4,527,887 tons. The make of iron
in the United States in September 1933 was 1,522,257
tons, which was a drop from 1,833,394 tons in August
1933, and was of course a great improvement over
the 592,589 tons produced in September 1932 and is
better even than the production of 1,168,915 tons
produced in September 1931, but compares with
2,276,770 tons in September 1930 and 3,497,564
tons in September 1929. The comparisons are similar
in the case of the mining of coal. Only 29,500,000
tons of bituminous coal were mined in the United
States during September 1933, which was well below
the amount mined in August 1933, when the pro-
duction reached 33,910,000 tons; in September 1932
the quantity of bituminous coal mined was only
26.314,000 tons, but if we go back to September
1931 it is found that the production of bituminous
coal then was 31,919,000 tons; that in September
1930 it was 38,632,000 tons and in September 1929,
45,334 000 tons. In the case of Pennsylvania an-
thracite this year’s pioduct in September was some-
what larger than August and larger also than in
September 1932, the comparisons being between
4,993,000 tons in September and 4,396,000 tons in
August of the present year and 4,108,000 tons in
September last year, but in September 1931 the
quantity of Pennsylvania anthracite mined was
4,362,000 tons; in Septembes 1930, 5,293,000 tons,
and in September 1929, 6,543,000 tons. The record
of automobile production is much the same. Only
196,082 motor vehicles were turned out in this
country in September 1933, as against 236,487 in
August; in September 1932 the number was only
84,150, and in September 1931 it was 140,566;
in September 1930, however, the number of auto-
mobiles turned out was 220,649 and in September
1929 it was no less than 415,912.

Building activity was on a small scale in September
as it had been in August and all preceding months.
According to the statistics compiled by the F. W.
Dodge Corp. the construction contracts awarded in
the 37 States east of the Rocky Mountains involved
an outlay of $122,589,700 in September 1933 and
$127,526,700 in September 1932; in September 1931,
however, the amount involved was $251,109,700;
in September 1930 the amount was $331,863,500 and
in September 1929, $445,402,300. Lumber pro-
duction, nevertheless, was on a much larger scale
than in 1932, though well below the cut of lumber
in the preceding years. During the four weeks ended
Sept. 30 1933, the cut of lumber by 573 reporting
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mills was 646,912,000 feet against 447,949,000 feet
in the same four weeks of 1932. In other words the
lumber cut was 449, greater than during the cor-
responding four weeks of 1932, but if we go back a
year further we find that the 1933 cut was 5%, below
that for the same period of 1931.

As we have already indicated the western grain
movement was on a greatly reduced scale and the
shrinkage is sfill greater when compared with the
full movement in some of the earlier years. We give
the details of the western grain movement in a
separate paragraph further along in this article and
will only say here that for the five weeks ended
Sept. 30, the receipts of wheat, corn, oats, barley
and rye reached a total of only 72,496,000 bushels as
compared with 86,484,000 bushels in the same five
weeks of 1932 and comparing with 70,211,000 bushels
in 1931, but that in the five weeks of 1930 the grain
receipts aggregated no less than 123 945,000 bushels.

The loading of railroad revenue freight furnishes a
composite of these various items of freight as well
as of all other freight, and from statistics compiled
by the Car Service Division of the American Railways
Association it appears that for the five weeks ending
Sept. 30, the loadings of revenue freight on all the
railroads of the United States in 1933 comprised
3,204,551 cars as against 2,867,370 cars in the same
five weeks of 1932, but comparing with 3,685 983
cars in the corresponding five weeks of 1931; 4,696,911
cars in the same five weeks of 1930 and no less than
5,722,236 cars in the corresponding weeks of 1929,
Incidentally it might be remarked that according to
the figures issued by the Bureau of Railway Eco-
nomics at Washington, the volume of freight traffic
handled by the Class I railroads in September
measured in net ton miles, showed an increase of
15.19, above the same month in 1932. TFreight traffic
in September amounted to 26,130,010,000 net ton
miles, compared with 22,708,940,000 net ton miles in
September 1932, or an increase of 3,421,070,000 nef
ton miles. Compared with the same months in 1931,
however, the volume of freight traffic in September
this year showed a reduction of 1,711,574,000 net
ton miles or 6.19%,.

In the case of the separate roads and systems, there
are many indications of the setback in trade and also
the poor crop yields in the southwest and in certain
portions of the northwest. Whereas in previous
months there were comparatively few losses for large
amounts in the gross earnings and scarcely any in the
case of the net earnings, this time for September the
list of large losses is a fairly long one in the gross and
net earnings alike. Taking only the losses in gross
earnings and confining ourselves to the roads that
have suffered a shrinkage for amounts in excess of
$100,000, we find that the Rock Island fell behind
in its gross earnings as compared with a year ago
in the sum of $536,450; that the Chic. Mil. St. Paul
& Pacific reports a decrease of $494,571; the Union
Pacific a decrease of $317,819; the Long Island RR. of
$274,113; the Atchison $230,974; the Southern
Pacific of $227,055; the New York Ontario & Western
$168,169; the St. Louis-San Francisco of $155,452,
and the Minneapolis & St. Louis of $103,119. Most,
of the same roads are represented in the list of losses
in the case of the net earnings—all these roads
typifying the unfavorable conditions prevailing in
their respective territories.

The big East and West trunk lines as a rule give™a
good account of themselves having to their credit
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considerable gains in both gross and net earnings.
The Pennsylvania RR. shows $3,940,629 increase
in gross and $1,439,316 in net. The New York
Central, including the Pittsburgh & Lake Erie and
the Indiana Harbor Belt, reports $3,129,028 gain in
gross and $610,560 in net. The Baltimore & Ohio has
added $3,305,747 to gross and $1,100,575 to net.

The southern roads, as a group, may be said to
make the best showing of all as far as the roads as a
whole are concerned. Some of the smaller roads in
this group show a falling off in gross or in net, or
both combined, but the larger systems continue their
record of improvement of previous months. Thus
the Southern Ry. enjoys a gain of $215,075 in gross
and of $503,562 in net; the Louisville & Nashville
$555,272 gain in gross and $93,982 gain in net.
The Atlantic Coast Line has added $67,702 to its
gross, but falls $144,409 behind in its net. The
Seaboard Air Line has enlarged its gross by $91,819
and its net by $140,280.

In the northwest, the comparisons are somewhat
irregular. The Chicago & North Western has enlarged
its gross by $486,132 and its net by $181,529. The
Milwaukee St. Paul & Pacific, on the other hand,
falls behind $494,571 in gross and $510,119 in net.
The Great Northern has bettered its gross of last
year by $1,118 503 and its net by $790,080, while
the Northern Pacific has to its credit a gain of only
$25,428 in gross and of $207,004 in net. The irre-
gularity in the comparisons has its origin mainly in
the extent and volume of the ore traffic of the differ-
ent roads. This ore traffic was close to nil in the great
depression in the iron and steel trades a year ago,
but the present year was of considerable volume.
The contrast is most strikingly portrayed by the figures
of the Duluth Missabe & Northern, a distinctively
ore-carrying road, but of relatively small size,
which for 1933 has to its credit an increase of $2,078,-
386 in gross and of $1,803,816 in net earnings.
In the following we show all changes for the separate
roads and systems for amounts in excess of $100,000,
whether increases or decreases and in both gross and
net earnings:

PRINCIPAL CHANGES IN GROSS EARNINGS FOR THE MONTH
OF SEPTEMBER 1933.

Increase.

33.910.629' Southern Ry..
K‘%l\t"q"g;i éegtl:“aol' z : ag.é(l)ﬁ'g%; : wgigxijxl\nl\lary]and
Duluth Missabe & North 2,078,386 | Pere Marquette.
Norfolk i ) | Boston & Maine
reat Norteh Ghicgen & Hilgols Mlird
Bessemer & Lake Erie-. Detroit Toledo & Ironton
Louisville & Nashville- - Minn St Paul & S S M__

Erie (3 roads) Internat Great Northern
Chicago & North West. - Clinchfield

Increase.
Pennsylvania

Chronicle 3551°

Decrease.
$248,359
246,958
164,815
144,407

Decrease. |
Chi R I & Pac (2 roads)- $702,098| St Louis-San Fr (3 rds).-
Chi Milw St Paul & Pac. 510,119 | 1llinois Central
Missouri Pacific..____ = 471,604 | Nashv Chatt & St Louis
Union Pacific (4 roads).-. 401,332 | Atlantic Coast Line 44,
Western Pacific.. 262,140 N Y N H & Hartford- . 139,004
Long Island 252,494 | _
| Total (17 roads) $3,543,330
a These figures cover the operations of the New York Central and leased
lines—Cleveland Cincinnati Chicago & S8t. Louis, Michigan Central,
Cincinnati Northern and Evansville Indianapolis & Terre Haute. In-
cluding the Pittsburgh & Lake Erie and the Indiana Harbor Belt, the
result is an increase of $610,560.

When the roads are arranged in groups or geo-
graphical divisions according to their location, it
appears that notwithstanding the drawbacks ex-
perienced by the roads in some sections of the
country, as outlined further above, the comparisons
on the whole are, after all, fairly good. In the gross
the Central Western region is the only region showing
a loss and in the net earnings that region as well as
the Southwestern region are the only ones which have
suffered any falling off. Our summary by groups
appears below. As previously explained, we group the
roads to conform to the classification of the Inter-
State Commerce Commission. The boundaries of the
different groups and regions are indicated in the

footnote to the table.

SUMMARY BY GROUPS.

District and Region. Gross Earnings————
Month of September— 1932. Inc. (+) or Dec.)—)
Eastern District— $ $ S %

New England region (10 roads).... 12,528,791 : 137 +:}S4 654 3.17

Great Lakes region (30 roads) - 58,027,566 2,451,97 5 5':12 10.63

Central Eastern region (25 roads).. 63,272,793
Total (65roads) - - oo cooeemaaaan 133,829,150
Southern District—

Southern region (29 roads) -« e e -o-- 32,602,891
Pocahontas region (4 roads) .- ... - 18,971,160

1933.
s

117,487,35C 16,341,800

31,179,893
16,196,344

1,422,998
42,774,816

+4,197,814

Total (33108dS) - e e ceceemmmmm 51,574,051

Western Districi—
Northwestern region (17 roads).... 38 29
Central Western region (22 roads). 48,185,525
Southwestern region (28 roads).... 22,990,354

47,376,237

35,252,012
49,356,971
22,587,195

+3.674,917
—1,171,446
+-403,159
-+2,906,630
272,059,765 23,446,244

Net Earnings
1932. Inc.(+) or Dec.(—)
s $ %
3,433,539 +186,627 5.44
13,922,096 2,444,543 17.56
17,317,111 44,160,558 24.03

34,672,746 6,791,728 19.50

Total (67 roads) - v o cecmeemenas 110,102,808 107,196,178

Total all districts (165 roads) - --..295,506,009

District and Region.
Month of Sept. Mileaje——
Eastern District— 1933. 1932.
New England region.. 7,177 7,271
Great Lakes region__. 27,175 27,461
Central Eastern region 25,444 25,472

1933.

S
3,620,166
16,366,639
21,477,669

60,204 41,464,474

Southern District—
Southern region

39,947
Pocahontas region. ..

6,137
46,084

7,567,540
9,641,307

7,076,616 490,924 6.94
7,868,835 1,772,472 22.53

14,945,451 42,263,396 15.14

6,075

AN ir S e s 45,647,

Western District—
Northwestern region. 48,720
Central Western region 53,756
Southwestern region.. 33,073

17,208,847

48,870
51,474
33,272

10,772,580 +3,362,153 31.21
16,491,296 —1,133,023 6.87
6,210,749 —154,638 2.49

ARG by S e 135,549 133,616 35,549,117 33,474,625 +2,074,492 6.20

Total all districts....240,992 239,004 94,222,438 83,092,822-+11,129,616 13.39

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

EASTERN DISTRICT.

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

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

Central Eastern Region.—This region comprises the section south of the Great
Lakes Region, east of a line from Chicago through Peoria to St. Louls and the

ississippi River to the mouth of the Ohio River, and north of the Ohlo River to

Lehigh Valley - - .-~ - -~

N Y Chicago & 8t Louis Total (38 roads)

Pittsburgh & Lake Erie.

Elgin Joliet & Eastern. . Chi R I & Pac (2 roads) -

Penn-Reading Seashore L Chi Milw St P & Pac...
Union Pacific (4 roads) . .
Long Island

Union RR of Penna..--
Atch Top & S Fe (3 rds)

Reading Co -
Wheeling & Lake Erie..

Southern Pacific (2 rds) -

Ontario & Western_

e S I Butncy-

cago Burl & Qu =

e pin s St Louis-San Fr (3 rds).
Minneapolis & St Louis._

Delaware & Hudson.... -
0 i
221,617 'Total (18 roads) $2,507,722

Jin New Orl & Tex Pac.
Grand Trunk Western. .
Missouri-Kansas-Texas. -

a These figures cover the operations of the New York Central and the
leased lines—Cleveland Cincinnati Chicago & St. Louis, Michigan Central,
Cincinnati Northern and Evansville Indianapolis & Terre Haute. In-
cluding the Pittsburgh & Lake Erie and the Indiana Harbor Belt, the
result tizs an increase of $3,120,028.

PRINCIPAL CHANGES IN NET EARNINGS FOR THE MONTH
OF SEPTEMBER 1933.

Increase.
N Y Chicago & St Louis
439, Cin New Orl & Tex Pac.
1,100,575 | Virginian

989,974 | Northern Pacific

Elgin Joliet & Eastern._.
Chicago Great Western. .
Minn St Paul & S S M__
Chicago & North West. .
0 | Pittsburgh & Lake Erie.
Seaboard Air Line
6 | Bangor & Aroostook.....
7 | Grand Trunk Western. .
St Louis Southwest Lines
Detroit Toledo & Ironton
Wheeling & Lake Erie.. .

Total (33 roads)

Increase.
Duluth Missabe & North 51.893.3}3

Pennsylvania
Baltimore & Ohio

Chesapeake & Ohio-. ...
Southern Rg -
New York C -
Lehigh Valle -
Bessemer & -
Erie (3 roads -
Delaware & -
Chicago Burl & Quincy. -
Reading Co

Union

461
101,123

577753 e
! $13,361,420

Parkersburg, W. Va., and a line thence to the southwestern corner of Maryland
and by the Potomac River to its mouth.
SOUTHERN DISTRICT.

Southern Regton.—This region comprises the section east of the Mississippl River
and south of the Ohio River to a point near Kenova, W. Va., and a line thence
following the eastern boundary ot Kentucky and the southern boundary ot Virginia
to the Atlantic.

Pocahontas Regton.—This reglon comprises the section north of the southern
boundary of Virginla, east of Kentucky and the Ohio River north to Parkersburg
W. Va., and south of a line from Parkersburg to the southwestern corner of Maryland
and thence by the Potomac River to its mouth.

WESTERN DISTRICT.

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

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

ettt R EYeE BOteh oLt T-o0ks Suil o 1ins from B0 Touts 10 Woanas ity i Chenes
to El Paso and by the .tio Grande to the Gulf of Mexico.

The grain traffic over western roads in September
the present year, as already pointed out, fell far
below that of September 1932. This was due almost
entirely to the heavy falling off in the wheat move-
ment, the receipts of all the other cereals, with the
exception of oats, having been larger than a year ago.
The receipts of wheat at the western primary markets

for the five weeks ending Sept. 30 1933 were only
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28,048,000 bushels, as against 45,001,000 bushels in
the corresponding five weeks of 1932; the receipts of
corn, 23,518,000 bushels, as compared with 22,797 ,-
000 bushels, and of oats only 10,574,000 bushels,
against 11,502,000 bushels. Adding barley and rye—
the receipts of which were 8,123,000 and 2,233,000
bushels, respectively, as compared with 5,909,000
and 1,275,000, respectively—the receipts for the five
staples, wheat, corn, oats, barley and rye, combined,
for the five weeks the present year aggregated only
72,496,000 bushels, as against 86,484,000 bushels
in the corresponding five weeks of 1932; 70,211,000
bushels in 1931 and 123,945,000 bushels in the same
five weeks of 1930. In the following table we give
the details of the western grain movement in our

usual form:
WESTERN FLOUR AND GRAIN RECEIPTS.
5 Wks. End. Flour. Wheat. QOats. Barley. Rye.
Sept.30. (bbis.) (bush.) (bush.) (bush.) (bush.)

Chicago—
1033.... 799,000 1,413,000 2,716,000 1,003,000 1,314,000
975,000 1,419,000 2,371,000 459,000 38,000

1932....
7,886,000 2,486,000 3,683,000 415,000
13,094,000 1,120,000 3,686,000 2,840,000 835,000

10,088,000 265,000 1,373,000 919,000 342,000
14,731,000 7,000 818,000 1,032,000 281,000

19,000 2,778,000 1,307,000 2,033,000 52,000
263,000 1,212,000 193,000 1,039,000 11,000

1,094,000 154,000 306,000 7,000 6,000
2,287,000 192,000 1,057,000 3,000 7,000

164,000 46,000 120,000 97,000 31,000
278,000 9,000 138,000 122,000 69,000

900,000
2,035,000

531,000
687,000

384,000
207,000

256,000
132,000

145,000
152,000

Corn.
(bush.)
9,542,000
13,692,000

1,202,000

Mtlwaukee—
1933....
1932....

56,000
50,000

2,010,000
2,188,000

1,347,000
2,112,000

225,000

3,577,000
2,680,000

1,515,000
1,401,000

1,642,000
146,000 1,361,000

2,271,000 1,869,000
5,098,000 842,000

585,000 656,000
389,000 249,000

892,000 112,000
1,734,000 13,000

54,000 160,000
362,000 19,000

536,000
699,000

188,000
185,000

209,000

202,000
178,000

24,000
44,000

Stouz City—
1933___.
1932....

Total all—
1933.... 1,632,000
1932.... 1,980,000

9 Mos. End. Flour.
Sept.30. (bbls.)
Chicago—
1933.... 6,682,000
32 6,346,000
13—

35,000
26,000

28,048,000
45,001,000

Wheat.
(bush.)

10,508,000
13,011,000

52,435,0C0
42,852,000

36,499,000
23,936,000

1,934,000
1,960,000

9,707,000
11,402,000

Detrott—
1933.... - 826,000
1932._.. __.... 1,303,000
Indianapolls & Omaha—
1933.... 11,000 16,364,000
1932.... 31,000 19,214,000
8t. Louts—
1933__.. 4,791,000 15,321,000
1932__.. 5,240,000 19,223,000
1,478,000

Peoria—
1933_... 1,738,000
1932___. 1,757,000 1,506,000
36,536,000
61,931,000

3,809,000
4,690,000

11,476,000
18,145,000

23,518,000
22,797,000

Corn.
(bush.)

65,706,000
47,748,000

12,962,000
4,525,000

8,678,000
150,000

12,737,000
4,823,000

1,585,000
2,099,000

322,000
137,000

31,751,000
13,779,000

17,188,000
10,524,000

13,444,000
9,691,000

14,112,000
5,911,000

6,720,000
1,798,000

424,000
365,000

1,497,000
1,813,000

10,574,000
11,562,000

Oats.

8,123,000
5,9C9,000

Barley.
(bush.) (bush.)

17,804,000 7,130,000
25,947,000 3,035,000

20,660,000 18,750,000
10,216,000 9,921,000

11,045,000 4,662,000
1,086,000 1,839,000

5,853,000 9,921,000
1,990,000 4,998,C00

3,442,000 33,000
7,301,000 72,000

586,000 679,000
636,000 621,000

13,426,000 4,000
13,127,000 49,000 59,000

6,618,000 859,000 170,000
4,250,000 997,000 67,000

3,527,000 1,853,000
2,866,000 48,000

2,254,000
1,319,000

1,723,000
1,424,000

97,000
34,000

610,000
567,000

2,233,000
1,275,000

Rye.
(bush.)

3,286,000
950,000

4,807,000
3,465,000

4,501,000
1,320,000

514,000
79,000

38,000
206,000

217,000
235,000

2,000

Milwaukee—
1933....
1932....

Toledo—
1933._..

1932....

486,000
428,000

20,000

1,910,000
2,318,000

14,000

297,000

1933...
94,000

1932....
bt e e
The western livestock movement, too, appears to
have been smaller than that of September 1932.
While the receipts at Chicago were somewhat larger
comprisingi13,885 carloads as against 12,339 carloads
in the month a year ago, the receipts at Kansas City
and Omaha were only 5,302 and 4,739 cars, res-
pectively, as compared with 6,592 and 5,763 cars, in

1932. .
Coming now to the cotton traffic in the South, this

was considerably larger than in September last year,

7,000
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both as regards the shipments overland and the port
movement of the staple. Receipts of cotton at the
southern outports during September 1933 reached
1,333,280 bales, against only 1,065,623 bales in
September 1932 and 1,053,908 bales in 1931, but
comparing with 1,649,272 in September 1930;
1,327,471 bales in September 1929; 1,306,890 bales
in 1928 and 1,395,840 bales in September 1927.
Gross shipments overland aggregated 30,041 bales, as
against 20,166 bales in September 1932; 29,405 bales
in September 1931; 49,837 bales in September 1930;
51,520 bales in September 1929; 34,363 bales in
September 1928 and 37,429 bales in September 1927,
The details of the port movement for the past three
years are shown in the table we now present:

RECEIPTS OF COTTON AT SOUTHERN PORTS IN SEPTEMBER 1933,
1932, 1931 AND SINCE JAN. 1 1933, 1932, 1931.

Since Jan. 1
1932.

1,029,506
1,355,966,

Month of September
1933. 1932,
181,459

Ports.
1931. 1933.

227,827 957,176
446,179| 1,695,153
{ 1,073,258

1931.

500,913
885,732
540,018
253,278
45,256
271,580
82,409
23,620
46,207
274,458
18,781

Galyveston.
Houston, &c..
New Orleans..

Corpus Christi.
Lake Charles..
Brunswick. ...
Beaumont . ...
Jacksonville. .. 7,170

1,053,908

9,740
5,075,507

1,333,280

RESULTS FOR EARLIER YEARS.

It has already been indicated that the gain of $23,446,244
in gross and $11,129,616 in net follows huge losses in the
three years preceding. It isimportant to bear in mind, too,
that the heavy losses in these three years—$77,612,781 in
gross and $9,060,608, in net in 1932 following $117,073,774
in gross and $55,161,214 in net in 1931, and $99,634,540 in
gross and $36,255,079 in net in 1930—do not, as might be
supposed, follow large gains in the years immediately pre-
ceding. On the contrary, they come after indifferent results
in September 1929 and equally indifferent results in Septem-
ber 1928 and decidedly unfavorable results in September
1027. In 1929 our September compilation registered an
increase of no more than $9,812,986 in gross, and of only
$2,612,246 in net. In September 1928 our tables recorded
$9,980,689 loss in gross with $1,711,331 gain in net. In
September 1927 there was $26,058,156 loss in gross, and
$13,799,429 loss in net. On the other hand, however, our
tabulations for September 1926 showed gains then which
did not differ greatly from the losses which followed in 1927.
In other words, our statement for September 1926 recorded
$24,192,709 increase in gross and $14,996,918 increase in
net. These 1926 increases, too, came after moderate in-
creases in the year preceding, our tabulations for September
1925 having shown $24,381,000 gain in gross, and $18,026,891
gain in net, notwithstanding that at that time the anthracite
carriers had to contend with the strike at the anthracite
mines, which served to cut off completely all traffic in hard
coal. Even in 1924, which was a period of trade reaction,
there was in September of that year only a relatively slight
falling off in gross earnings (no more than $5,116,223), while
in the net there was no loss at all then, but rather improve-
ment in the large sum of $29,947,793 (expenses having been
reduced in amount of $35,064,016 at that time). Moreover,
this followed $44,549,658 improvement in gross in September
1923, and $37,441,385 improvement in net. It is true that
this notable improvement in 1923 was due in part to the
poor exhibit made by the carriers in September 1922, when
they had to contend at once with the shopmen’s strike and
the strike in the unionized coal mines. And yet there was
no actual loss in gross even in September 1922, but an
increase, though this increase amounted to only $1,723,772,
and was accompanied by $29,046,000 decrease in the net,
due to the augmentation in operating costs occasioned by the
labor troubles referred to. Furthermore, this loss in the
net in 1922 came after $11,372,524 gain in the net in 1921, as
compared with September 1920.

The noteworthy feature about this 1921 gain in the net
was that it occurred notwithstanding a tremendous shrinkage
in the gross revenues in that year arising out of the great
slump in trade and industry which marked the course of the

1,065,623 4,951,980 2,956,332
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was forced upon the carriers in order to offset the great los
in traffic. In previous months of that year the extent of the
shrinkage in traffic consequent upon the collapse in trade
had been in considerable measure concealed owing to the
fact that the roads were then getting very much higher trans-
portation rates both for passengers and for freight. In other
words, in these earlier months of 1921 the loss in gross
revenues because of diminished traffic was in large part
offset by the additional revenue derived from higher rates
on the traffic which the carriers actually did handle and
transport. In September this was no longer the case, for in
that month comparison was with a time in 1920 when the
higher rates authorized by the Inter-State Commerce Com-
mission in the summer of that year were already in effect.
It was estimated at the time when these great advances were
made that on the volume of traffic then being handled they
would add $1,500,000,000 to the annual gross revenues of the
roads, or, roughly, $125,000,000 a month.

Deprived of the advantage—in the comparisons—of these
higher rates, the naked fact of a tremendous shrinkage in
the volume of business then being moved (1921) stood out
in all its grimness. The loss, accordingly, aggregated no
less than $120,753,579, or not far from 20%. But by dint
of great effort, the roads managed to cut down their ex-
penses in the prodigious sum of $132,126,103, leaving a gain
in net of $11,372,524. The 129% reduction in the wages of
railroad employees which had been in effect since July 1,
under the authorization of the Railroad Labor Board, was
one fact in the big conftraction in expenses; the shrinkage
in traffic was yet another factor, and of much larger magni-
tude, in addition to which railroad managers skimped and
saved in every direction, in particular cutting the mainte-
nance outlays to the bone, little repair work of any kind
being done that could be deferred. ;

As against the gain in net in 1921, however, brought about
in the way indicated, it is important to note that in pre-
ceding years very large additions to gross revenues arising
either from an increased volume of traffic or from higher
rates failed to yield any substantial additions to the net.
This remark applies to the results for many successive years
of this earlier period, operating costs having steadily risen
at the expense of the net. In that respeet, the exhibit for
September 1920 was particularly disappointing. Great ex-
pectations had been built on the benefits to be derived from
the noteworthy increase in passenger and freight rates
that had then just been put into effect. Gross earnings
did reflect the higher rates in an increase of no less than
$113,783,775, or 23.68%, but $104,878,082 of this was con-
sumed by augmented expenses, leaving hence a gain of net
of only $8,905,693, or less than 10%. In the years preceding,
the showing as to the net was equally unsatisfactory. Thus
for September 1919 our tabulations registered $9,252,922
gain in gross, but $18,828,861 loss in the net. In September
1918 the gain in the gross revenue reached enormous propor-
tions, the war being still in progress and the volume of
traffic extremely large, besides which decided advances
in both passenger and freight rates had been made only a
few months before. The addition to the gross was no less
than $129,367,931, or 36.16%. But this was accompanied
by an augmentation in expenses of $126,177,381, or 51.82%,
leaving net larger by only $3,190,550, or 2.79%. The year
before rising expenses played a similar part in contracting
the net results. In that year (in September 1917) there was
$33,901,638 increase in gross, but 7,699,654 loss in net,
owing to an expansion of 4114 million dollars in expenses.
In the following we furnish the September comparisons
back to 1906:

Gross Earnings. Net Earnings.

Year
Given.

Year Increase(--)or

Year
Preceding. |Decrease (— ).

Year Increase(--=)or
Gloen.

Preceding. |Decrease (—).

A s (o
_|126,839,086/126,782,087
~[141,229,009/128,047,787
~1218/029,3811234,228,778| —15,209.307 81.615.313
~[246,965,956/219,013,703
~1256.647,702,246,335, 586

$
2,687,914
—3,504,503
4,083,435
13,585,396
—3,869,083
+1,321,815
+6,035,612

$ $ $
10,056,999 48.34],798' 45,653,884
+13,172,222| 41,818,855, 45,413,358

9 77,531,878
+27,052,253| 95,443,956 81,858,560
‘ 110,312,116/ 91,580,434 95,449,517
-1249,054,036/249,014,234 +-39,801| 90,720,548 89,398,733
-1272,209,629/252,318,597| +4-19,891,022| 96,878,558 00,842.946]
-1285,050,0421275,244,811|  +-9,805,231| 62,847,193 98,000,260,
-1272,992,001|285,850,745| —12,857 844 92,022,047[ 91,274,033
-|204,241,340(276,458,199| +-17,783,141 111,728,276, 93,181,915
-|332,888,000 204,333,449 --38,555,541/124,447.839 111,875,296,
-|364,880,086330,978,448 --33,901,638116,086,103 123,785,757]
487.140.781!357.772.850 +120,367,031|117,470,621/114,280.071
405,123.397i485.870.475 +9,252,922| 98,302,598 117,131,459, — 18,828,861
-1594,102,321/480,408,546| 113,783,775 102,329,084| 93,423,391| 4-8,905,693
496,784,097617,537,676—120,753,579 120,604,462 109,232,938, +-11,372,524
-[498,702,275/406,978,503] 1,723,772 91,384,502 120,428,552 —29,046,059
.544,270.233I499.720.575 44,549,658 l29.300.309! 91,858,924, +-37,441,385
530,853,860 544,970,083 —5,116,223 159,176,504/129,228,711| 429,947,793
564,443,591/540,062,587 24,381,004/177,242,895 159,216,004 18,026,891
588,048,033/564,756,024| 24,192,009 91,933,148 176,936,230, --14,096,018
564,043,987590,102,143 —26,058,156/179,454,277|193,233,706, —31,799,429
-|554,440,541/564,421,630, —9,980.689 180,359,111/178,647,780| —1,711,331
565,816,654 556,003,668 +9.8l2,986:181,413.185:178,800.039 +2,612,246
466,826,791/566,461,331 —00,634,540147,231,000,183,486,079, —36,255,079
-|349,821,538 466,895,312/—117,073,774| 92,217,886 147,379,100, —55,161,214
272,049,868 349,662,649 —77,612,781 83.092,930; 92,153,547| —9,060,608
295,506,009'272,059,765! 423,446,244 04,222 438! 83,092,822 4-11,129.616
Note.—In 1906 the number of roads included for the month of September was 08;
{n 1907, 84; In 1908 the returns were based on 231,367 miles; in 1909 on 236,545 miles;
in 1910 on 240,678 miles; in 1911 on 230,018 miles; in 1912, 237,951 miles; in 1913,
242,097 miles; in 1914, 242,386 miles; in 1915, 245,132 miles: in 1916, 248,156 miles;
in 1917, 245,148 miles; In 1918, 232,186 miles; in 1919, 232,772 miles: in 1920, 226,955
miles; In 1921, 235,155 miles: in 1922, 235,280 miles; in 1923, 235,611 miles; in 1924,
235,178 miles; in 1925, 236,752 miles; in 1926, 236,779 miles: in 1927, 238,814 miles;
in 1928, 240,693 miles; in 1929, 241,704 miles; in 1930, 242,341 miles; in 1931,
242,815 miles;l n 1932, 242,202 miles; In 1933, 240,992 miles.

+12,572,543
—7,609,654
+-3,190,550
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whole of the year 1921. The improvement in net came as a |
result of prodigious curtailment of the expenditures which |

|

A Time for Counsel.
[Editorial in New York ‘““Herald Tribune” for Nov. 16 1933.]

With every regard to the gravity of the situation and all
respect for the great office of the Presidency, we feel it our
duty to say that the forced retirement of Mr. Dean Acheson
from the Treasury and the appointment of Mr. Henry Mor-
genthau Jr. to succeed him form a shocking and dismaying
episode.

In sensational fashion President Roosevelt has given
notice to the country that the inflationists are in the saddle
and that no dissenter will be permitted to remain in his
official family. Mr. Acheson may have had no financial
training that especially fitted him for a Treasury post. But
he had soundness and courage. It is apparently for the
crime of expressing disagreement to the President personally
that he is thus summarily retired. Certainly no one could
have been a more loyal or honorable aid throughout a diffi-
cult period.

As for Mr. Morgenthau, he has the equipment for sound
public service in matters concerning which he is an expert.
But he has no training that qualifies him to fill the great
office of Secretary of the Treasury, unquestionably the most
important post in the Cabinet in the present critical days.
The conclusion seems inevitable that he is not intended to
fill that post. He is obviously placed there because he has
neither the experience nor the stature to oppose or criticize
the President’s extraordinary financial policies.

Thus in an hour of grave National decisions the country is
suddenly confronted by an Administration in which, in effect,
the President is his own Secretary of State—Mr. Hull being
on his way to Montevideo—and his own Secretary of the
Treasury. It is our conviction that the American Republic
was not designed thus to function and that the American
people, if they had the opportunity, would solemnly protest
such a concentration of power and authority in their Presi-
dent.

The decision is all the more discouraging as there had been
lively hopes that the President was on the verge of recog-
nizing the plight into which his witch doctors from the pro-
fessorial ranks had drawn him and the country. When the
Nation’s currency was turned over to Professor Warren,
dairy expert of the Cornell Agricultural College, to experi-
ment with, it seemed legitimate to hope that the test would
not be a long one. The experiment has thus far worked pre-
cisely as the consensus of expert opinion predicted that it
would work. In addition, the flight from the dollar has
gained such headway as seriously to disturb the market for
Federal bonds. The underlying wealth of the United States
stands unimpaired and unchallenged. But no nation, how-
ever rich, can tie its currency to the vagaries of inexpert
advisers without undermining confidence. It seemed as if
the President in the last few days must recognize the falsity
of the advice which he had been receiving.

The country will continue to hope that the President will
turn back from the precipitous path which he is following.
But it would be less than patriotic not to express in un-
mistakable words the fears which yesterday’s recasting of
his official family engenders. Mr. Acheson could and did
express to the President the criticism of his policies unanim-
ously held by trained opinion the country over. Who is left
to voice that protest? Mr. Douglas, whose soundness and
ability are unquestioned, is plainly out of touch with the
White House. It is hard to believe that Mr. Sprague, a
distinguished authority in the world of finance, national and
international, can longer consent to remain part of an Ad-
ministration whose policies thus affront the fundamentals
of sound economics,

We hope that the protest from the country will gain weight
hour by hour. AIll that need be urged is that no President,
however skillful, is competent to be his own Cabinet or to
function without the ablest advisers that the country affords.
The President has ample ability of the first order among
his friends, ready and willing to help. As the National crisis
nears may he call them into council !

Cost of Financing the New Deal.
[Editorial in New York “Times,” Nov. 13 1933.]

In round numbers the National debt of the United States
is twenty-three billion dollars. The National Industrial
Conference Board estimates that the total cost of the various
measures comprising the “New Deal” may amount to more
than half the indebtedness now outstanding. This estimate
includes all contingent liabilities of the Government, but
does not include most of the loans now being made by the
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Reconstruction Finance Corporation. The distribution of
potential costs in the estimate is as follows:

Public Works
Agricultural Act
Farm credits
Home loans —__
Tennessee Valley
Federal relief
Conservation work
Bank insurance

$3,150,000,000
1,100,000,000
2,485,000,000
2,200,000,000
50,000,000
500,000,000
250,000,000
2,000,000,000

$11,735,000,000

These figures require some explanation. The amount
listed for public works is the $3,300,000,000 appropriated last
June by Congress, minus certain allotments made from this
sum for other purposes. The second item, representing ex-
penditures under the Agricultural Adjustment Act, includes
a Treasury appropriation of $100,000,000 and an estimated
$1,000,000,000 in special processing taxes levied indirectly on
the consumers of cotton, wheat, hogs, &c. Farm credit
agencies have received advances of $485,000,000 from the
Treasury and the Reconstruction Finance Corporation, and
are authorized to issue bonds to the amount of $2,000,000,000
for the purpose of refinancing mortgages. These bonds are
guaranteed only as to interest by the Government, but the
full sum is included by the authors of the present estimate,
on the theory that it represents part of the borrowing au-
thorized in connection with the Administration’s program
and may be regarded by Congress as a contingent liability
of the Government so long as the present system of farm
loans is in operation.

The same reasoning is followed in including under the
potential cost of home loans not only a Reconstruction
Finance Corporation advance of $200,000,000 but an addi-
tional $2,000,000,000 in bonds, also guaranteed as to interest,
and, in the case of the Tennessee Valley Authority, an issue
of $50,000,000. The item of $500,000,000 for Federal relief
is an advance from the Reconstruction Finance Corporation,
and the $250,000,000 for conservation work is an estimate of
one year's expenditures. Finally, the $2,000,000,000 for bank
insurance is the National Industrial Conference Board's es-
timate of the liability involved in a guarantee of deposits
under present conditions.

It will thus be seen that the list includes some items of a
doubtful nature, some representing loans on which the Gov-

ernment expects repayment and others which are contingent

on future developments. But the resume is a useful re-
minder of the great potential costs inherent in the Ad-
ministration’s program and of the critical importance of
maintaining confidence in Federal credit.

BOOK NOTICE
CuEMICAL EcoNoMics-—Haynes—D. Van Nostrand Company,
250 Fourth Ave., N. Y. City. Price $3.25.

Turning common salt, limestone, and coal into acids,
medicines, and brilliant dyes smacks of transmuting lead
into gold; but on this foundation has been raised an Ameri-
can industry whose output, in tons or in dollars, is greater
than the combined productions of the ¢hemical industries
of Germany, England, France and Italy. Moreover, it is an
industry whose future is particularly bright, so that, while
the atmosphere of alchemical mystery is all very fascinating,
the modern business of making chemicals deserves a more
knowing understanding on the part of our financial leaders.
A very readable book just published under the formidable
title of “Chemical Economics” makes this possible. In it
the relationships of chemical industry to our commercial and
financial systems are traced from the bough a caveman hung
in front of his den (an unfinished natural product) to a
curtain of hides (a natural product fashioned for better
human use) to a windowpane (a chemical product of fused
silica and sodium carbonate).

The author, Williams Haynes, publisher of several leading
chemical business papers, is well qualified to contrast the
features that distinguish the chemical from the fabricating
industries; to make clear the peculiar chemical problem of
wastes, by-products and process obsolescence ; and to explain
the different motives in the merging of the Du Pont, Ameri-
can Cyanamid, the Union Carbide, and the Allied companies.
In view of his inside knowledge of the chemical industry his
opinion on the economic effects of the increasing industrial
use of chemical substitutes and the replacement of power
operations by chemical reactions is timely and interesting.
In this “chemicalization” of industry he sees lower costs to
the consumer, new products that mean new industries, and
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higher rates of plant depreciation and process obsolescence.
All these would have important financial repercussions, and
this book warrants careful reading by those who are con-
cerned with the industrial trends of to-morrow.

The Course of the Bond Market.

A feature of the bond market this week was again the
weakness of Government bonds and other gilt edge issues.
While long term U. S. Treasury bonds enjoyed an inter-
mediate rally during the week, they closed near the low point
of the movement. Bids on many high grade corporate
bonds were scarce and often it was difficult to sell without
suffering a substantial loss. The average for all utility
bonds made a new low for the year. Short term money
rates were slightly firmer.

The most important news to the bond market this week was
the virtual replacement of two Treasury officials with one
who is known to entertain less orthodox views. This has
been taken as an indication that the probabilities of an ulti-
mate substantial inflation are increasing rather than decreas-
ing. The dollar subsequently reached a new low, in terms of
foreign exchange, dropping nearly to 58 cents, but rebounded
toward the week-end on rumors that efforts would be made
soon to stabilize the dollar. The RFC price for gold has
remained unchanged since Tuesday but reports that restric-
tions have been re-imposed on the buying of foreign exchange
by private interests seem to have been without'basis. The
open market operations of the Federal Reserve banks have
come virtually to a standstill, only a nominal amount having
been bought for the week ended Wednesday.

High grade as well as medium and low grade railroad issues
declined severely. In fact many bonds in the first two men-
tioned groups lost more in points than many bonds in the
last mentioned group. There was practically no interrup-
tion to the selling pressure until Thursday. On Friday many
gains were recorded but the price movements were stiil
mixed. Among the best issues, Union Pacific 4s, 1947, de-
clined from 9834 to 9714 and Norfolk & Western 4s, 1996,
from 9514 to 93. Great Northern 7s, 1936, lost 314 points
to 7314, New York Central 414s, 2013, 5 points to 5314, Erie
5s, 1975, 514 points to 4814 and Chicago Milwaukee St.

Paul & Pacific 58, 1975, 434 points to 3114. Defaulted
issues held their prices relatively well.

Declines in utility bonds continued this week and at a
faster rate than in some time. All grades were affected and
many issues were carried to new low prices for the year.
Among those showing pronounced weakness were Central
Hudson Gas & Elee. 5s, 1957, which were down 3 to 102,
Northern Ohio Traction & Light 6s, 1947, down 6 to 82,
Northern States Power 5s, 1941, down 615 to 90, Cumber-
land Co. Power & Light 413s, 1956, down 734 to 70, and Mis-
souri Public Service 5s, 1947, down 414 to 3414 for the week.
Thursday some scattered resistance, particularly among
high grades, was noticed. Strong Canadian utility issues such
as Montreal Light, Heat & Power cons. 5s, 1951, were in
good demand. This issue, however, lost 514 points on Fri-
day, when the dollar rose in terms of foreign exchange.

Weakness in all sections of the industrial bond list was
evident. Highest grades lost considerable ground. One
of the sharpest breaks was in Liggett & Myers, deb. 7s, 1944,
which dropped 7 points to 117, subsequently rallying to 119.
The 5s, 1951, of the same company, dropped 234 points to
10615 for the week. Standard Oil of New Jersey 5s, 1946,
were Y4 point lower at 103, while Standard of New York 4 14s,
1951, receded from 99 to 9725. Second grade and specula-
tive issues, too, lost considerable ground. Abraham &
Straus 514s, 1943, were off 7 to 87, Armour 514s, and 414s
lost 434 and 4 points, respectively. Steels were lower as
a group. National Dairy 514s, 1948, were 314 points lower
at 8115, and Paramount Famous Lasky 6s, 1947, were
off 114 to 25. Tire and rubber issues were firmer than the
market as a whole, Goodyear, Goodrich and U. S. Rubber
issues yielding only fractional losses.

In the foreign group, principal advances during the weelk
were scored by the gold currency bonds, including the French
Swiss and Dutch East Indies issues. This group, however'
closed the week with net losses, having given up as much as,
12 points on one issue as a result of Friday’s developments in
dollar exchange. The British 514s were also strong but lost
ground on Friday. Interest was displayed in the defaulted
bond group, chiefly the Germans and South Americans.
Cuban issues continued weak.

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.)

120 Domestics
1933 by Groups.

Datly

120 Domestics by Ratings.

Averages. Aaa. P.U.

120 Domestics

120 Domestics by Ratings. by Groups.

Averages. . Aa.

102.14 71.67

82.9¢

80.72
71.38
88.23

88.50

87.69
65.71

85.10
86.91

80.03
77.00

Two Years Ago—
Nov. 17 1931____
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Notes.—* These prices are computed from average yleld 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 latest complete list of bonds used in computing these indexes was published In

the “*Chronicle” of Sept. 9 1933, page 1820. For Moody’s index of bond prices by months back to 1928, see the *“Chronicle” of Feb. 6, 1932, page 907.

Indications of Business Activity

THE STATE OF TRADE—-COMMERCIAL EPITOME.
Friday Night, Nov. 17 1933.

Yeneral business has been much better than it was a
week ago. Colder weather prevailed over pretty much the
whole country and was accompanied in many sections by
heavy snowfall. It stimulated buying in a great measure.
The largest sales for the season were reported in many
cities. Christmas shopping was on a larger scale, and wil]
be augmented in a week or so by the distribution of approxi-
mately $400,000,000 to members of Christmas savings clubs.
The recent recession in industrial activity was checked to
some extent and in many cases the trend was upward.
There was an increase of 1.99% in the rate of steel production
and the gain in electricity output was double that of the
previous week in ratio. Lumber mills reported the largest
number of new orders in four weeks, but production dropped
to the May level and shipments were lower. While freight
carloadings show a decrease as compared with a week ago
they show a substantial increase over the same week last
vear. There was an increase in bituminous coal production.

Retail distribution expanded to such an extent that it now
exceeds the comparative totals of October and shows a sub-
stantial inerease over last year’s volume, with most of the
demand for women’s coats, shoes, blankets, dry goods and
floor coverings. In the wholesale division there was consider-
able re-ordering of goods, especially of men’s and women’s
apparel, fur garments, blankets, hardware, radios, rugs and
winter automobile accessories. There was a good business
in textiles. Cotton has been rather active at times and
prices show a rise of 8 to 16 points for the week, being in-
fluenced by the changes in foreign exchange. The dollar

was weaker and sterling was higher. The demand for
cotton goods was better, especially for next year’s delivery,
64 x 60’s 5.35 yard prints being held at 65¢c. for nearby
deliveries and 634c. for next year's delivery. Reports in-
timated that the Government will lend 4c¢. a pound on cotton
which farmers havebeen given at 6¢. for cutting their acreage.
The program is to lend 4¢. to make up a 10c. advance similar
to the amount loaned on this year’s crop. It was reported
that 600,000 to 700,000 bales of futures might have to be
converted into spots before a loan could be made available.
Grain prices were stronger, reflecting the lower value of the
dollar and unfavorable news regarding the Canadian and
Australian crops. Commodities generally were higher in the
forepart of the week, but later declined. Sugar and rubber
futures show a decline for the week. The weakness in the
London market and a reduction in the price of refined sugar
caused selling of sugar futures. Firmer prices in the hide
market for a time gave a better tone to leather. Shipments
on old orders were fair, but new business fell off. Silver was
very active throughout the week and higher until to-day
when prices declined sharply. Wool was still rather quiet,
but the outlook is more promising, owing to a better demand
for men’s suits and overcoats stimulated by colder weather.
The first real cold wave of the winter struck the country
this week, driving the theremometer down to new low
records for this time of the year. Snow fell in many sections
and in the more northern parts of the country the snowfall
was heavy. Here in New York the temperature on the
15th was down to 21 degrees, four points helow the previous
record set 50 years ago for that day. On Thursday the 16th,
the temperature dropped to 16 degrees. To-day, it was 18
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to 34 degrees here and fair. The forecast for possible light
snow flurries and warmer. Overnight at Boston it was
20 to 28 degress; Baltimore, 20 to 32; Pittsburgh, 16 to 20'
Portland, Me., 14 to 26; Chicago, 20 to 32; Cincinnati, 22
to 32; Cleveland, 16 to 24; Detroit, 16 to 22, Charleston,
40 to 52; Milwaukee, 18 to 30; Dallas, 54 to 64; Savannah,
38 to 56; Kansas City, Mo., 42 to 50; Springfield, Mo., 42
to 52; St. Louis, 30 to 40; Oklahoma City, 48 to 62; Denver,
48 to 56; Salt Lake City, 34 to 60; Los Angeles, 52 to 70;
San Franecisco, 52 to 64; Seattle, 46 to 50; Montreal, 8 to 18;
and Winnipeg, 14 to 34.
—s

Continued Decline Noted in Retail Food Prices in
United States by U. S. Department of Labor During
Period from Oct. 10 to 24.

The general average of retail food prices continued to
decline during the two weeks’ period ending Oct. 24 1933,
the Bureau of Labor Statistics of the United States Depart-
ment of Labor announced (Nov. 11). The index number of
the general level of retail food prices for Oct. 24 as reported
by Isador Lubin, Commissioner of Labor Statistics, showed
a decrease of 0.7 of 1% over the two weeks’ period. The
index of 106.6 is 0.8 of 1% below the high point reached on
Sept. 26, when the index number registered 107.4. Retail
food prices still remain more than 18% above the low point
reached in April when the index number registered 90.4.
As compared with the index of 100.4 for Oct. 15 1932, retail
food prices on Oct. 24 1933 were more than 6% higher.

The Bureau further announced:

The fall in food prices was caused by a general weakening in the average
prices of meats and particularly pork and pork products. Among other
important items which showed decreases during the two weeks' period were’
fresh vegetables and butter. Eggs showed a normal seasonal advance in
average price in most of the cities. Cereal products, including bread, flour,
macaroni, and breakfast foods showed a slight decrease.

Changes in Retail Prices of Food by Cities.

Between Oct. 10 and Oct. 24, decreases in retail food prices took place
in 31 of the 51 cities covered by the Bureau. OCleveland, Ohio, with a drop
of nearly 3% showed the greatest decline. Detroit, Mich., showed a
decline during the two weeks' period of nearly 24 %. Other cities showing
a decrease of 1% or more were Baltimore, Boston, Bridgeport, Cincinnati,
Columbus, Ohio, Fall River, Indianapolis, Kansas City, Louisville, Man-
chester, N. H., Minneapolis, Newark, N. J., New Haven, New York, Rich-
mond, and Savannah. The smallest decreases were shown for Buffalo,
New Orleans, and St. Louis, each dropping by 0.3 of 1%. No change in
the general level of food prices were shown in Chicago, Little Rock, and
Philadelphia. Prices in Washington, D. C., rose by 0.2 of 1% and the
greatest increases were shown in Peoria and Norfolk, where prices rose by
more than 124 %.

Comparing prices with one year ago (Oct. 15 1932) all of the 51 cities
covered showed an increase in retail food prices. Detroit, where food prices
have dropped by nearly 4% during the past month, still showed the largest
increase for the 12 months' period with present prices more than 14%
higher than a year ago. Retail prices in Cincinnati and Columbus, Ohio,
were nearly 12% higher, and in Los Angeles and Louisville more than 10%
higher than a year ago. Butte and Chicago showed the smallest increase
in the 12 months by rising only 4 of 1%. In Washington, D. C., the
increase was slightly more than 7%. Percentage changes in the cities
covered by the Bureau during the two weeks’ period and the 12 months'
period are shown in the following table for each of the 51 cities:

Per Cent Change on
Oct. 24 1933,
Compared With

Oct. 15
1932.

Per Cent Change on
Oct. 24 1933,
Compared With

Oct. 10
1933.

+0.6
—1.1
+0.2
—1. 0

Oct. 15
1932,

+7.2
+7.2
139

+
N
boi

Atlanta
Baltimore
Birmingham

|
—
e

Bridgeport .

[ 1]
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Providence. -
Richmond.. .
Rochester. . .
St. Louls....

Salt Lake City .
San Franclsco. ...

Fall River._
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Indianapoliz.
Jacksonville

Kansas City .
Little Rock. .
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Changes in Food Prices by Commodities.

Potatoes, which declined by 8%, showed the greatest price decrease during
the two weeks' period from Oct. 10 to Oct. 24. Other fresh vegetables
showed decreases ranging up to 3% in average price. Pork chops declined
by 2% %, flour dropped by 2%, and cheese and lard by 1% during the

period. Most meat items showed weakened prices. The greatest advance
durlng the period was shown by strictly fresh eggs with a rise of nearly
39. Other important items showing increases were cornflakes, wheat
cereal, canned tomatoes, prunes, and canned peaches.

Among the 42 articles of food which are covered by the Bureau, 25 have
shown an increase during the 12 months, 16 have recorded a drop and
canned pork and beans is the only item with an average price on Oct. 24,
the same as in October a year ago. The following table shows the percent
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of change which has taken place in each of the 45 items covered on Oct. 24
1933, as compared with Oct. 10 1933 and Oct. 15 1932:

Per Cent Change on
Oct. 24 1933,
Compared W ih

Per Cent Change on
Oct. 24 1933
Compared With

Article. Article.

Corn meal

Rolled oats....___
Corn {lakes

Wheat cereal_ ...
Macaroni. .

T

t F\?:"OVC;‘OQ-NNSK—*IMM;V
CnD0D 000 Co i CO I CO D i T b

Sirloin
Round steak.
Rib roast

Plate beef_ .
Pork chops. .
Bacon, sliced .
Ham, sliced
Lamb, leg of.

ok

Beans, navy .
Potatoes. .. ._____
Onions. ..

bt
LN

Pork and beans
Corn, canned..
Peas,

NOONOHOCO0OOOHOONOD -

Salmon,red, canned
Milk, fresh

Milk, evaporated
Butter. ..
Margarine.

Cheese.. .

Lard. .. o
Vegetable lard sub.
Eggs, strictly fresh
Bread, white
Bread, rye

| |44+t
PUOMI N i LWt
4

| 111

4

Ban'mus L

oranges_ 2ol o
Peaches, canned..
Pears, eanned

+
—
CooHoovNROCHO DO OO

+

o
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|
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a Prices not secured.

During the two weeks’ period the index number for the cereal group
showed a decrease of 0.3 of 1%, dairy products a decline of 0.2 of 19,
and meats a fall of nearly 1% in average prices. Comparing prices with
one year ago, it is shown that the average prices of meats have declined
nearly 14 %, while cereals have advanced more than 20%, and da.iry
products increased by nearly 5%.

The weighted index numbers of the Bureau, which uses the average pricos
for the year 1913 as 100.0 were 106.6 for Oct. 24, 107.3 for Oct. 10, 107.4
for Sept. 26, and 107.0 for Sept. 12, as compared with 90.4 for April 15 1933,
and 100.4 for Oct. 15 1932. The prices used in constructing these indexes
are based upon reports to the Bureau of Labor Statistics from all types of
retail dealers in 51 cities and cover quotations on 42 important food items.

—————

Revenue Freight Car Loadings in Latest Week In-
creased 7.6, Over Corresponding Period in 1932,

Loadings of revenue freight for the week ended Nov. 11
1933 amounted to 577,676 cars, an increase of 40,989 cars,
or 7.6% over the same week last year, according to the
American Railway Association. The current figure, how-
ever, was 30,109 cars, or.4.9%, below the loadings for the
previous week and also showed a decline of 112,284 cars, or
16.29%, as compared with the corresponding week in 1931.
Total loadings for the week ended Nov. 4 1933 were 3.4%
in excess of those for the week ended Nov. 5 1932.

The first 15 major railroads to report loaded 231,621 cars
on their own lines during the week ended Nov. 11 1933, as
compared with 245,209 cars in the previous week and 217,944
cars in the week ended Nov. 12 1932. Comparative statis-
ties, follow:

REVENUE FREIGHT LOADED AND RECEIVED FROM CONNECTIONS.
(Number of Cars)

Loaded on Lines.

Week Ended. T T

Nor. 11} Nov. 4 |Noz. 12|Nov. 11
033. | 1933. | 1932. | 1933.

20,541

21,190

Rec'a from Connections.

Nov, 4 |Now, 12
1933, | 1042,

Atchison Topeka & Santa Fe Ry.
Chesapeake & Ohio Ry . -
Chleago Burlington & Quincy RR.
Chie. Milw. St. Paul & Pac. Ry .
Chicago & North Western Ry ...
Gulf Coast Lines and subsidlaries .
International Great Northern RR
Missourl-Kansas-Texas Lines____
Missourl Paclfic RR

New York Central Lines. .

New York Chicago & St. L. Ry
Norfolk & Western Ry
Pennsylvania RR .

Pere Marquette Ry

‘Wabash Ry .

21,321

5 2
52,755 31 032 33, 774
4,033
4,975| 5,338 4,553 5.97! 8.247

231,621'245,269217,9441141,395'155,138(133,207

x Not avallable.
TOTAL LOADINGS AND RECEIPTS FROM CONNECTIONS,
(Number of Cars.)

Nov. 11 1933, | Nov. 4 1933,

27,867
13,800

41,667

Nnv. 12 1932,

26,118
12,700

38,818

Week Ended.

26,560
12,969

39,520

Illinols Central System
St. Louls-San Franeisco Ry

Loading of revenue freight for the week ended Nov. 4
totaled 607,785 cars, the American Railway Association
announced on Nov. 10. This was a decrease of 28,889
cars under the preceding week this year, but an increase
of 20,483 cars over the corresponding week in 1932. It
was, however, a decrease of 109,263 cars below the corre-
sponding week in 1931. Details follow:

Miscellaneous freight loading for the week of Nov. 4 totaled 225,173 -
cars, a decrease of 8,366 cars below the preceding week, but 15,666 cars
above the corresponding week in 1932, It was, however, a decrease of
30,277 cars under the corresponding week in 1931.

Loading of merchandise less than carload lot freight totaled 171,503
cars, an increase of 81 cars above the preceding week, but a decrease of
5,300 cars below the corresponding week last year, and 41,162 cars below
the same week two years ago.
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Grain and grain products loading for the week totaled 31,036 cars, an
increase of 1,018 cars above the preceding week, and 1,164 cars above the
corresponding week last year. It was, however, a decrease of 9,324 cars
below the same week in 1931. In the western districts alone, grain and
grain products loading for the week ended Nov. 4 totaled 19,685 cars, an
increase of 557 cars above the same week last year.

Forest products loading totaled 22,976 cars, 913 cars below the preceding
week, but an increase of 5,574 cars above the same week in 1932. It was,
however, a decrease of 377 cars below the same week in 1931.

Ore loading amounted to 13,175 cars, a decrease of 5,724 cars below the
preceding week, but 8,885 cars above the corresponding week in 1932 and
3,788 cars above the same week in 1931.

Coal loading amounted to 117,885 cars, a decrease of 12,553 cars below
the preceding week, 6,843 cars below the corresponding week in 1932
and 15,994 cars below the same week in 1931.

Coke loading amounted to 6,033 cars, a decrease of 306 cars under the
breceding week, but 1,036 cars above the same week last year. It was,
however, a decrease of 10 cars below the same week two years ago.

Live stock loading amounted to 20,004 cars, a decrease of 2,126 cars
below the preceding week, but an increase of 301 cars above the same
week last year. It was, however, a decrease of 6,907 cars below the
same week two years ago. In the Western districts alone, loading of
live stock for the week ended Nov. 4 totaled 15,861 cars, an increase of
342 cars compared with the same week last year.

Five districts—Eastern, Allegheny, Southern, Northwestern and Central-
‘Western—showed increases compared with the preceding year, while
the Pocohontas and Southwestern reported small decreases., All dis-
tricts, however, reported decreases compared with the corresponding
week in 1931.

Loading of revenue freight in 1933 compared with the two previous
years follows: ; @
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1933, 1932. 1931,
2,873,211
2,834,119
21936,928
3,757,863
2,958,784
2.991.950
3,692,362
21990.507
3,685,983
3,035,450

717,048

32,474,205

Four weeks in January P& °Fl) 471
Four weeks in February
Four weeks in March. .
Five weeks In April. .
Four weeks in May -

Four weeks in June.

Five weeks in July...
Four weeks in August. ...
Five weeks In September.
Four weeks in October.. ..
Week ended Nov.

1,910,496
1,957,681
1,841,202
2,504,745
2,127,841
2,265,379
3,108,813
2,602,714
3,204,551
2,605,642

607,785
24,637,149
In the following table we undertake to show also the load-
ings for the separate roads and systems, for the week ended

Nov. 4. During this period a total of 75 roads showed

increases over the corresponding week last year, the most

important of which were the Pennsylvania System, the

Baltimore & Ohio RR., the New York Central RR., the

Union Pacific System, the Chicago Milwaukee St. Paul &

Pacific Ry., the Chicago Burlington & Quincy RR.,

Southern Pacific Co. (Pacific Lines), the Chicago & North

Western Ry., the Erie RR., the Great Northern R):., th(?

New York New Haven & Hartford RR. and the Missouri

Pacific RR. .

2,064,798
2,867,370
2,534,048

587,302

24,094,042

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

4.

Total Loads Recelved
Sfrom Connections.

1933. 1932.

Total Revenus
Freight Loaded.

1932.

. Raflroads.

1933.

Total Loads Recetved
Jrom Connections.

1933. 1932.

Total Revenue
Freight Loaded.

1932.

Ratlroads.

Eastern District—
Group A—
Bangor & Aroostook 1,344
3,165
7,846
986
2,893

Delaware & Hudson
ED:'laware Lackawanna & West.

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

New York Central

New York Ontarlo & Western...
Pittsburgh & Shawmut

Pitts. Shawmut & Northern...

24,456
1,630
34

224

58,450

58,704

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

Mississippl

Moblle & Ohto. .. ... __.___

Nashville Chatt. & St. Louls. . .

d New Orleans-Great Northern..
tral

3,480
576
59,768
104,273

50,873
88,713

50,951
© 87,299

Grand total Southern District..

Northwestern District—
Belt Ry. ot Chicago.

606
1,43C
7,680

29

286
145

Chicago Ind. & Loulsville
Cleve, Cin. Chic & St. Louls...

Detrolt & Mackinae
Detrolt & Toledo Shore Line. ..

Monongahel.

New York Chlcngo & St. Louls.

Pere Marquette

Pittsburgh & Lake Erie

Ptmburzn & West Vlrclnm.___
3,033

46,257

133,530

3,358
44,830
129,247

52,682
154,792

53,236
140,832

150,647

& North Western.
Chlcago Great Western

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

Ft. Dodge Des M. & Southern.
Great Northern

74,928 36,042 | 31,612

5,048

Central Western District—
20,541 5,192
1,733

Atch. Top. & Santa Fe System.
2,930 1,869

Bingham & Garfield. .. ..... 175 144 24 3C
CMcngo Burlington & Quincy 17,338 7,345

28, 008 26,225

12,823 | 12,070
1,252 017 871
301

11 20-!
4,509
61
2,071
1,080

106,422

Reading Co

Unlon (lebumh)..-

West Virginia Northern.
Western Maryland

¢ Penn-Read Seashore Lines. .

114,203 138,922 78,200

Pocahontas District—
Chesapeake & Ohlo.
Norfolk & Western
Nortolk &_Portsmouth Belt Line

21,606
18,070
654

3,040
43,370

22,570 7,636
3,494
967
582

12,679

45,458

Southern District—
roup A—

Atlantle Coast Line
Clinchtield
Charleston & Western Carolina.
Durham & Southern
Galnesville & Midland
Norfolk Southern....
Pledmont & Northern
Richmond Frederick. & Potom.

6,868 8,509
846 1,133
354 439
141
77
1,562
4%0
201
6,169
19,386
174

189

58
2,058
618
463
7,867
22,968
213

44,505

206
37,840

36,348

Rock Island & Paclﬂ -] 11,272 5,789
Chlca.go & Eastern Illinols 2,659

Denver & Rlo Grande Western.
Denver & Salt Lake

Fort Worth & Denver City.
Northwestern Pacific

Peorla & Pekin Union

Southern Pacific (Pacific).

St. Joseph & Grand Island.
Toledo Peoria & Western..
Unlon Pacific System. .

18,122
508
1,853

120,674

150
189
297
a2,222
International-Great Iwrthern i
Kansas Oklahoma & Gulf
Kansas City Southern..
Loulsiana & Arkansas__
Litchtield & Madison. .
Midland Valley
Missour! & Northern Arkansas_
Missouri-Kansas-Texas Lines. .
Missour] Pacitic
Natchez & Southern.. .
Quanah Acme & Paclfic.
St. Louls-San Franeisco.

816
90
5,427
14,734
47
294
9,350
2,861
6,593
5,370
1,150
28

Southern Pacific In Texas & La.
Texas & Pacltic

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

55,330 | 67,807 34,047 | 31,458

TR

new

o Estimated. b Included in Gulf Coast Lines. ¢ Pennsylvanla—nesdl h

Lin
merly part of Pennsylvania RR. and Atlantic City RR., formerly part of Readlnz Co.; 1981 and 1932 tigures included In Pennsylvania System an 1 .
e Included In Pennsylvania RR. and Reading Co. figures gures. % gt

In Gulf Moblle & Northern RR.

the llnes of the West Jersey & Seashore RR., for-
d Included
* Previous week’s fi;
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Colonel Leonard P. Ayres of Cleveland Trust Co. on
Attempts of Administration to Lift Price Levels
by Manipulating Dollar Quotations for -Gold—
Influence on Prices Not Yet Clearly Estabhs.hed—
Increase in Number of Strikes Since Adoption of
Codes—Decline in Purchasing Power of Industrial
Wages.

Colonel Leonard P. Ayres observes that “general activity
in trade and industry appears to be slowly declining while
business men watch with great interest the attempts of the
Administration to lift price levels by manipulating the dollar
quotations for gold.” “Each day,” says Colonel Ayres, “the
authorities at Washington announce a price for gold, and
their announcements are on an advancing trend, ascending
at a rate of about one-half of one per cent. a day. The domes-
tic quotations are for newly-mined American metal, and it is
reported that some actual purchases have been made.” Com-
menting further on the Administration’s gold policy, Colonel
Ayres says:

The economic basis for this procedure is quite simple. It has long been
noted that in periods of advancing business activity increasing numbers of
people demand larger amounts of goods, with the result that prices rise, and
so each dollar has a decreased purchasing power. The economists at Wash-
ington have undertaken to operate this train of developments in the reverse
order. Each day they announce that the dollar is worth less, so that it
may appear to have a decreased buying power, with resulting higher general
price levels, so that more people will demand more goods, and greater busi-
ness activity will develop.

Our domestic gold pricing policy has been supplemented by one of an-
nouncing prices for foreign gold in American dollars, and there are reports
that some metal has been acquired abroad. The purpose of these operations
is to decrease the value of the dollar in terms of foreign currencies. The
active agency for conducting the domestic operations is the Reconstruction
Finance Corporation, while the transactions abroad are carried forward by
the Federal Reserve Bank of New York.

The initiation of the new gold policies was announced late in October, and
their influence on prices has not yet become clearly established. Since
the new operations were initiated stock prices have moved in irregular fluc-
tuations. Bond prices have declined, and rather notably so in the case of
the Federal issues. Commodity prices have moved downward in moderate
degree. More definite success has been attained abroad, for there the dollar
now buys distinetly less than it did in the latter part of October. This is
notably true in England, where one depreciated pound is now worth over
five paper dollars.

Colonel Ayres, who is Vice-President of the Cleveland

Trust Co., writes as above in the compnany’s “Business Bul-
letin,” issued Nov. 15, in which his further discussions are
as follows :

Industrial Production. c -

The volume of industrial production has been declining during the past
thre2 months more rapidly than during any previous similar period of the
depression, The index of this bank [this we omit.—Ed.] is based on the
figures of the Federal Reserve Board restated so as to show percentage
deviations above and below the comvuted normal level. The low point of
this year was reached in March, when production was more than 45% below
normal. A rapid improvemrent was under way from March to July which
carried the output data from 45% below normal up to only 9% below.
Since July an almost equally rapid decline has been in progress which tas
carried the index down from 9% below to more than 27% below.
degree. More definite success has been attained abroad, for there the dollar

In the small table within the diagram [this we omit.—Ed.] the figures
show the monthly changes in the production index since the beginning of
1929. The data are final through August of 1933, but the figure for Septem-
ber is preliminary, and that for October is estimated. These two latest fig-
ures are subject to revision. The data of the table may be used to bring up
to date any of the long diagrams of business activity that have been published
by this bank.

The recent decreases in the production index are attributable to rather
general shrinkages in most of the component series. The most serious de-
clines have been those in the production of iron and steel, but output has
also fallen off notably in textiles, lumber, automobiles, leather goods,
cement, tobacco goods, and coal. In October the general level of industrial
production has been higher than at any time in 1932, and about equal to
that of the late summer of 1931. A little more than half of the gain made
earlier this year has been lost.

Strikes.

The number of strikes has sharply increased since industries began to

operate under the new codes. In the diagram the irregular line shows the
monthly changes during the past four years in numbers of new workers
involved in labor disputes. During the 314 years of depression from the
beginning of 1930 to the middle of 1933 the monthly average of new strikers
throughout the country was 20,000, as reported by the United States Depart-
ment of Labor. The numbers began a rapid increase last July, and in Septem-
ber they had risen to 212,000, or well over 10 times the average of the
previous depression ‘months.
) There have been frequent comments of late to the effect that such an
increase in the number and importance of industrial disputes is a normal
feature of a period of business recovery fromr depression conditions. The
records of strikes in this country do not support such claims. In the past
the years when strikes have been most numerous have been years of peak
prosperity. A diagram showing the numbers of strikes by years has pro-
nounced peaks in 1887, 1890, 1903, 1917, 1923 and 1929. Every one of
these years was a prosperity year. :

No year previous to this one which was characterized by the early stages
of recovery from depression has also been a year of numerous strik'os. On
the contrary, the recovery years have almost without exception been periods
of exceptional freedom from industrial disputes. The evidence seems clear
that there has been some special and unusual factor injected into téie present
relationships between employers and employees which has fomented discord
and stimulated disputes. The fact that the abnormal increase in strikes
coincided with the imposition of the codes does not demonstrate that the
codes caused the strikes. Nevertheless, these industrial disputes cannot be
explained away as normal developments of the beginnings of better business.
There nust be some other and better explanation to account for them.
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The available records do not clearly show how far back one would have
to go to find a previous month in which more than 200,000 workers joined
the ranks of the voluntarily unemployed, but it would be a long way. Such
a development may have taken place in 1922, which was a recovery year,
with strikes that were not especially numerous, but which involved large
numbers of workers. Possibly a comparable record could be found only by
going back to the years of exceptional prosperity during the war or just
following it. The method of keeping strike records has been changed so that
exact comparisons are not possible. The fact that stands out clearly is that
present strike conditions are as unusual as they are deplorable.

Iron and Steel.

The output of iron and steel has been dropping rapidly since the end of
July, and the decline still continues. The lowest rates of production this
year were reached in March, when actual output of steel plants was only a
little more than 13% of capacity. That low record was followed by a rapid
and steady increase to the end of July, when production reached 57% of
capacity. That was an advance from the low level of well over 300%.

From the first week in August to the first one in November there has
been a decline from 57 to 23. This means that three-quarters of the earlier
advance has been canceled. The movements in the steel percentages have
been accompanid by correspending changes in the activity of blast furnaces
making pig iron. At the end of March only 13% of the available furnaces
were actively producing. In July the proportion had risen to 86%, and by
thie beginning of November it had declined to below 28%.

The brevity of the revival in the making of iron and steel this year is
highly signiticant. The industry is the primary producer of durable and
capital goods. When the threat of inflation became ominous last spring,
users of iron and steel hastened to place orders for immediate needs and to
buy ahead for possible future requirements. No doubt they were also actu-
ated by the desire to cover generously their expected requirements before
the operation of the new codes should raise prices. The combined stimulus
was only temporarily effective.

For many weeks it was widely believed that the increasing activity in this
industry demonstrated that the new monetary policies and the extensions of
governmental regulation of business were proving effective in reviving the
markets for capital goods. It is now disappointingly clear that no such
permanent influence has come into being. It is now hoped that some ad-
ditional demand will result from Government financing of railroad purchases,
and it is expected that automobile buying will increase in December, Ex-
panding activity in public works will also support steel output.

Buying Power.

During the past two months there has been a swelling volume of protest
from the agricultural regions concerning the decline in the purchasing
power of farm products. These protests still continue so vociferously that
they have attained important political status, and are widely interpreted
as indicating that the plight of the farmers is more grievous than that of
any other group in the community., Probably the sudden increase in the
complaints of the farmers is mostly due to disappointment.

The farmers sell their products at wholesale prices, and buy the goods
they consume at retail prices. The Department of Agriculture computes
an index number showing the monthly changes in the purchasing power that
a constant amount of standard farm products has for typical articles that
farmers must buy. 4'he course of this index during the past five years is
shown by the solid line in the diagram in which the average for 1929 is
taken as being equal to 100. The lowest point was reached in the summer
of 1932. Since then farm purchasing power has had a great increase, and
has lost about half of it. In September of this year it was still well above
the levels of 1932,

Meanwhile, the purchasing power of industrial wages had been under-
going a long decline and a vigorous recovery, as indicated by the dashed
line in the diagram. This is based on the Federal Reserve Board’s index
for factory payrolls, and on the index of the cost of living compiled by the
National Industrial Conference Board. Throughout most of the depression
period the relative reduction in the buying power of the factory workers
as a group has been more severe than the decline in the purchasing power
of the farm products, and this has been especially pronounced in the worst
months of the depression in 1932 and 1933,

The farmers are now distinetly less well off than they were last July, and
that is much to be regretted. The change does not warrant them in sup-
posing that the solution of their troubles should be found either in a policy
of monetary inflation or in the imposition of new taxes on the industrial
population in order o provide bonuses to destroy crops and to reward farm-
ers for reducing outputs. TFarmers are faring relatively well as compared
with industrial workers, .

Employment,

According to the Census of 1930, there are about 49,000,000 gainfully
employed persons in this country in normal times. They are engaged in a
great variety of occupations, but by regrouping the classifications used by
the Census we may divide them all into two great groups not far from equal
in numbers. The first consists of the producers of goods, and it includes
about 26,000,000 workers. In this group are the farmers, foresters, fisher-
men, miners, and those engaged in the numerous occupations of manufac-
turing and of building construction.

The second group consists of those who provide services, and it includes
about 23,000,000 workers, In this second group are those engaged in trans-
portation and communication, in wholesale and retail trade, in clerical work,
and in the varied classifications of public, professional, domestic, and per-
sonal services. We do not have in this country inclusive reports telling
from month to month how many people are unemployed in each occupa-
tional group, but we do have many official employment indexes reflecting
conditions in numerous branches of business.

The two lines in the diagrany at the foot of this page [this we omit.—Ed,]
represent the changes in employment during the past five years among the
producers of goods and the providers of services, They have been computed
by using all the employment indexes available. and assuming no unemploy-
ment in agriculture and fishing, and assigning to clerical workers the per-
centages showing conditions in wholesale trade. The percentages of the
index numbers have been applied to the totals of the different occupational
groups of the Census enumeration, and combined into two inclusive indexes
for employment among producers of goods and providers of services,

The results indicate that in September of this year there were about
10,000,000 unemployed, of whom more than 5,000,000 were producers of
goods and less than 5,000,000 providers of services. In numbers the two
groups were not far from equal, but as constituent elements in the great
depression problem they have entirely different kinds of significance, The
difference is that the unemployment among the providers of services is cansed
by that among the producers of goods. If we think of the two groups as
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being equal in numbers we may say with near accuracy that one-half of
the unemployment is caused by the other half of it.

When smaller volumes of goods are produced, fewer workers are needed
to transport them, send communications about them, trade in them, and do
financial and clerical work concerning them, and as a further consequence,
there are fewer opportunities for workers in professional, personal, and
domestic services. If we could put the producers of goods back to work
and keep them employed the providers of services would soon be re-employed
also, and the depression would be over. About 11/12 of the idle producers
are employed in normal times in making durable goods, and there is the
key-log in the depression jam.

—_—————
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Moody’s Daily Index of Staple Commodity Prices
Holds Steady in Narrow Range.

Staple commodity prices maintained their firm trend
of the last few weeks during the week in review. Moody’s
Daily Index of Staple Commodity Prices reached the highest
levels since early in October, and closed slightly higher for
the week at 128.9. .

A remarkable steadiness for the second week in succession
was shown by the fact that eight of the 15 commodities
participated in the slight advance of less than one point.
The advances were all naturally very small, the most im-
portant being a half-cent increase in the price of hides,
with eotton, rubber, silver, wheat, cocoa, wool and corn
following in the order named. The only declines were in
sugar and silk, while hogs, steel scrap, copper, lead and
coffee were unchanged.

The movement of the Index number during the week,
with comparisons, is as follows:

Friday 128.0|2 weeks ago, Nov.
Saturday -127.8 | Month ago Oct.
Monday ._]28 8| Year ago Nov. 17-..
Tuesday S -129.6 1932“!13?! Sopt 6--
Wednesday .16 -129.0 Lo ec. 31«
Thursday i --130.1(1933 legh July 18..
Friday 128.9 |Low, Feb. 4

Qoo

Sharp Rise Noted in Wholesale Prices During
Ended Nov. 11 by National Fertilizer Association.

Wholesale commodity prices advanced sharply during the
week ended Nov. 11 according to the index of the National
Fertilizer Association. The index advanced nine points
during the week, advancing from 68.5 to 69.4. (The three
year average 1926-1928 equals 100.) During the pre-
ceding week the index declined four points. The index is
now back to where it was Sept. 30, when it started to decline.
The latest index number is eight points higher than it was a
month ago and is 89 points higher than it was at this time
last year. Under date of Nov. 13 the Association continued.

During the latest week seven groups advanced, one declined, and the
remaining six showed no change. The advancing groups were foods, grains,
feeds and livestock, textiles, miscellaneous commodities, building materials,
fats and oils, and chemicals and drugs. Metals, the only declining group,
showed a very small loss. Substantial gains were shown in all of the
advancing groups except the miscellaneous commodities group. It ad-
vanced only slightly.

Thirty-seven commodities showed higher prices for the latest week, and
13 commodities lower prices. This is the smallest number of declines in
many weeks. During the preceding week 26 commodities were lower and
23 commodities were higher. Among the important commodities that
advanced were cotton, burlap, lard, cottonseed oil, eggs, raw sugar, ham,
flour, corn meal, sweet potatoes, apples, corn, oats, wheat, choice cattle,
hogs, lambs, tin, silver, sand, soda and rubber. The prices for cotton,
corn and wheat advanced materially. Listed among the declining com-
modities were cotton yarns, silk, potatoes, barley, feedstuffs, finished steel,
heavy melting steel, zinc, leather and ground bone.

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

Per Cent Latest
Each Group
Bears to the

Total Index.
23.2

Group.
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Automobiles
Building materials
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Fats and ofls

Chemicals and drugs.-
Fertilizer materials.

Mixed fertilizer

Agricultural implements. .-
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All groups combined
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Electric Output lncreasefg%uring Week Ended Nov.11

According to the Edison Electric Institute, the production
of electricity by the electric light and power industry of the
United States for the week ended Nov. 11 1933 was 1,616,-
875,000 kwh., an increase of 6.3% over the same period
last year, when output totaled 1,520,730,000 kwh. An
increase of 3.89 was registered during the preceding week.
The current figures also compares with 1,583,412,000 kwh.
produced during the week ended Nov. 4 1933, 1,621,702,000
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kwh. during the week ended Oct. 28 and 1,618,795,000 kwh.
produced during the week ended Oct. 21 1933.

Of the seven geographical areas, all except the Southern
States region showed gains for the week ended Nov. 11 1933
as compared with the week ended Nov. 12 1932, and also
showed larger percentage increases than for the week ended
Nov. 4 1933 over the same period last year. The Institute
also reports as follows:

PER CENT CHANGES.

Week Ended
Nov. 11 1933.

Week Ended
Nov. 4 1933.

Week Ended
Oct. 28 1933.

Major Geographic
Divistons.

Week Ended
Oct. 21 1933.

-
o
(9]
.
Ll
»

e
Koowm
OO

New England...
Middle Atlantic...
Central Industrial .
Southern States
Pacific Coast.._.
West Central._ .
Rocky Mountain

bt
Eoowomn
© | hoND®Gn

+
[
-+
133

+ 5] |t
w| Sooonm
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o
+
&

Total United States.

Arranged in tabular form, the output in kilowatt hours of
the light and power companies of recent weeks and by
months since and including January 1930, is as follows:

Week of—

May 6
May 13

1933. 1932. 1931.
1,429,032,000| May
1,436,928,000| May
1,43 May
1,425,151, 1000, May
1,381,452,000{June
1.435.471.000 June
1,441,532,000{June
1,440,541,000{June
July
July
July
July
Aug.
Aug.
Aug.
Aug.
Aug.
Sept. 5
x1,423,977, 000 Sept. 12
1,476,442,000|Sept.
Sept.
Oct. 3
Oct.
Oct.
Oct.
1, 533 028, 1000|Oct.
1,525, 410 000|Nov.
1.520,730,000 Nov.
1,531,584,000| Nov.
.26 1,475,268,000(Nov. 28
3 1,510,337,000|Dec.

Week of—

1,435,707,000| May
1,468,035,000| May
May 20 1,483,090,000|May
May 27 1,493,923,000|May
3 1,461,488,000{June
10 1,541,713,000|June
17 1,578,101,000|June
24 1,598,136,000|June
July
July
July
July
July
Aug.
Aug.
Aug.
Aug.
Sept. 3
Sept.
Sept. 17
Sept.
Oct.

Week of—

1,637,296,000
1,654,303,000

1,609, 1931,000!
1,634,935,000
1.607.238.000
1,603,713,000
1,644,638,000
1,650,545,000
1,644,089,000
1,642,858,000
1,629,011,000

13 1582,267,000
1.662,660,000
1.660.204.000
1,645,587,000
1,653,369,000
1,656,051,000
1,646,531,000
1,621,702,000

.5‘53 412 000

1,671,466,000

x Corrected figure.
DATA FOR RECENT MONTHS.

Month of— 1933. 1932. 1931. 1930.

January . ...

6,480,897,000
February ...

5,835,263,000!
6,182,281,000
6,024,855,000
6,532,686,000
6,809,440,000
7,058,600,000
7,218,678,000,
6,931,652,000

7,011,736,000
6,404,091,000
6,771,684,000
6,294,302,000
6,219,554,000
6,130,077,000
6,112,175,000
6,310,667,000
6,317,733,000
6,633,865,000
6,507,804,000| 6,971,644,000
6,638,424,000( 7,288,025,000

77.442,112,000186,063,969,000°89,467,099,000

7,435,782,000
6,678,915,000
7,370,687,000
7,184,514,000
7,180,210,000
7,070,729,000
7,286,576,000
7,166,086,000
7,009,421,000
7,331,380,000

all.l%
2l15.56%
al4.49
29.7%
7,718,787,000| ---
7,270,112,000
7,566,601,000

a Increase over 1932.
Note.—The monthly figures shown above are based on reports covering approxi-
mately 92% of the electric light and power industry and the weekly figures are

based on about 70% .
—_——

Valuation of Construction Contracts Awarded, as

Compiled by F. W. Dodge Corp.

The valuation of construction contracts awarded in the
37 States east of the Rocky Mountains in the month of
October 1933 was $38,093,300 larger than in October 1932,
the figure for October of this year being $145,367,200 against
$107,273,900 in the same month of last year. For the first
ten months of the year there is a decline from 1932 of
$278,438,800.

CONSTRUCTION CONTRACTS :\\VARDI"I)—37 STATES EAST OF THE
ROCKY MOUNTAINS

No. of
Projects.

New Floor

Space (Sq. Ft.) Valuation.

Month of October—
1933—Residential building
Non-residential building . -
Publie works and utllities

6,868,400
8,330,100
336,200

15,534,700
5,983,700
4,911,800

138,20C

11,033,700

$21,525,700
31,117,400
92,724,100

$145,367,200
21,855,600
26,917,400
58,500,900

$107,273,900

Total construction

1932—Residential building
Non-residential building - -
Public works and utlilities

Total construction

First Ten Months—
1933—Residential building. . ... =5
Non-residential building. -
Public works and utilities

36,250
24,283
10,767

71,309
33,552

19,678
13,428

60,459,900
60,150,100
3,230,1c0

123,840,100
64,680,500
69,854,700

2,023,400

136,558,600

$£201,746,800
826,078,400
358,373,100

§886,198,300
£247,865,100
423,999,900
462,772,100

$1,164,637,100

Total construction

1932—Residential bullding
Non residential building ¥
Public works acd utilities. ______

Total construction 66,658
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NEW CONTEMPLATED WORK REPORTED— 37 STATES EAST OF THE
ROCKY MOUNTAINS.

1933. 1932.

No. cf
Projects.

No. of

Valuatton. Projects. Valuation.

Month of October—
Resldential building
Non-relidential building_ . _.
Public werks and utilitles_ ..

3,699
2,312
1,479

7,490

$32,122,300
36,747,800
63,932,300

$132,802,400

3,676
3,824
2,732

10,232

$99,917,700
206,624,100
580,085,500

$886,627,300

Total censtruction

First Ten Months—
Resldential building. ...
Non-residential building
Public works and utilitie

$366,370,300
452,679,300
760,699,600

$1,579,749,200

39,304
24,564
16,106

79,974

$515,429,8C0
995,691,900
2,367,000,500

$3,878,122,200
-

Chain Store Sales Up 4.89%, in October.

Sales for the first 20 chain stores reporting for the month
of October showed a gain of 4.8% over sales for the same
month a year ago, according to a compilation of Lehman
Brothers of this city, who also report as follows:

As to groups, the mail order chains earned first place with a sales ad-
vance of 18.7%. This was closely followed by results for the shoe chains,
whose sales were 17.5% ahead of October 1932. In September 1932 the
shoe chains held first position by reason of an advance of 24%.

The drug group earned third place with an advance of 13.5% in Wal-
green's sales. Peoples Drug, which is included in this group, did not
report in time to be included.

The 5 & 10 cent-$1 chains’ sales were 2.2% ahead of October 1932,
entitling the group to fourth place.

Sales of the grocery chains were 2.8% behind October 1932.

. The best individual showing was made by G. C. Murphy Co., whose
sales for the month of October were 23% in excess of October last year.
This company, which is in the 5 & 10 cent-$1 group, has been in the van
for the last four months. Melville Shoe made the second best individual
showing, as it did last month, with a gain in sales of 21.5%. Sears, Roebuck
made the third best showing, with a gain of 20.9%, and Montgomery Ward
was fourth with a gain of 16.2%. Other substantial sales advances were
made by J. C. Penney, up 11.2%; S. H. Kress, up 12.0%; M. H. Fishman,
up 10.1%, and Schiff Co., up 8.6%.

In the grocery chain group, which lagged behind, the best showings
were made by National Tea, whose sales were 3.3%Y}ahead of October
1932, and American Stores Co., sales of which advanced 3.1%. Great
Atlantic & Pacific showed a loss of 4%, and H. O. Bohack a loss of 2.7%.

The following tabulation shows individual sales for the month of October:

41,804

Total construction

Month of October.
1933.

Per Cent

1932. Increase.

Grocery Chains—
American Stores $8,564,992
H.C. k 2,358,211
Great Atlantic & Pacific. .. 63,856,015
National Tea. .. .- oo_.... 4,717,324

5 & 10c¢-81 Chatns—

M. H. Fishman 284,180
H 7,112,547

10,848,332
5,770,539
1,993,644
1,295,851
2,990,111

22,034,919

1,687,580
1,080,422
18,642,740
4,159,075

1,829,453
742,088

23,016,704
28,590,302

$8,305,828
2,423,441
66,529,706
4,563,414

258,063
6,961,901
10,505,762
5,151,473
1,620,267
1,250,925
2,957,386
22,473,210

1,776,796
1,023,341
16,758,628
3,662,570

1,505,323
683,028

19,805,497
23,652,111

- Ll
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Speclalty & Dept. Stores.—
Interstate Department
Lane Bryant._

J. C. Penney . _ _

Drug Chains—
‘Walgreen

Shoe Chatns—
Melville Shoe .
Schift Co

Maitl Order Chains—
Montgomery Ward. . . ...
Sears Roebuck

x Decrease.
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‘““Annalist” Weekly Index of Wholesale Commodity
Prices—Higher During Week of Nov. 14 on Dollar
Decline.

With a sharp advance of 1.9 points, the ‘‘Annalist”

Weekly Index of Wholesale Commodity Prices rose to 104.9

on Nov. 14, from 103.0 on Nov. 6. Continuing, the

“Annalist,”’ said:

The advance was, however, much more than offset by a fresh decline
of the dollar to a new low of 60.7 cents from 64.4, and the index on a gold
basis consequently fell to 63.7 from 66.3. Sharp gains were reported for
the grains and flour, for cotton, pork products and eggs (the latter being the
normal seasonal rise), while cocoa, hides, copper, tin and rubber also made
material advances. Refined sugar, however, declined, along with butter
and some of the textiles.

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

Nov. 141933, ” Nov. 6 1933, | Nov. 15 1932,
88.7 a84,7

|
|
\
[

* Preliminary. a Revised. b Based on exchange quotations for France, Switzer-
land, Holland and Belgium.

The advance in the index was due entirely to the stimulus of the drop
in the dollar under the Administration’s foreign gold purchase program,
That the index, however, failed to advance at all in proportion to the drop
in the dollar, and on a gold basis accordingly declined sharply, reflected
increasing skepticism as to the raising of prices by the foreign gold purchase
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route, together with growing concern over the possible consequences of
that program to our economic structure. While the commodity price index
includes a large number of relatively insensitive commodities, and could
not therefore be expected to respond completely to the drop in the dollar,
it should be noted that the ‘‘Annalist” index of domestic prices of 12 inter-
national commodities on a gold basis has declined to 94.2 (preliminary) on
Nov. 14 from 100.5 two weeks previous. Thus, even those commodities
that should be particularly responsive to changes in the foreign exchange
situation, failed to advance in terms of paper currency anything like enough
to compensate for the fall in the dollar, and this notwithstanding the
evident flight from the dollar into commodities.

In order to follow more closely the current relations of the price level and
the dollar, the accompanying chart sets forth the day-to-day course of
Moody's Daily Spot Commodity Price Index. This index, the components
of which are listed in the table, comprises 15 commodities from the food,
textile and metal groups—the most important speculative commodities,
and those that should on the whole be particularly sensitive to exchange
fluctuations.

The degree to which the fall in the dollar has not been reflected in a pro-
portionate rise even in speculative prices is shown on the chart by the much
greater extent of the rise of the gold dollar in terms of United States cur-
rency than of commodities.

Even this index, which should be especially responsive to the fall of the
dollar, has declined on a gold basis 3.0 points in two weeks, until now it
stands at only 78.7, or 1.3 points under its level on March 1. Not only
has it, like the index of international commodities, been steadily losing
ground since last Summer, but the entire gain of the Spring upturn has by
now been more than wiped out.

COMMODITIES COMPRISING MOODY'S DAILY SPOT
COMMODITY PRICE INDEX,
*Approz.

Commodity and Description— Weight.
‘Wheat, No. 2 hard Winter, Chicago
COotton, spot middling upland, N, Y
Hogs, top price, Chicago
Steel scrap, heavy melting, average Chicago and Pittsburgh -
Sugar, raw 96 deg., duty paid, N, Y
‘Wool, tops, exchange standard, Boston
Copper, electrolytic, del. Conn. Valley
Hides, packer, 1t. native cows, Chicago.. -

Corn, No. 3 yellow, Chicago

Rubber, ribbed smoked sheets, N. Y

Silk, crack double extra, N. Y

Coffee, Santos No. 4, N. Y__._

Lead, soft Missouri, St. Louis

Silver, official, Handy & Harman, N. Y_..
Cocoa, spot, exchange standard, N. Y

* Based on the value of the total United States production or consump-
tion (whichever was largest) of each commodity in 1927-31.

T Effect of sugar price fluctuations is actually smaller, considering the
stabilizing influence of the high 2-cent duty in relation to the landed price.

a Since corn is already represented by hogs, only about one-sixth of the
total production, approximating average cash sales, has been used as a basis
for determining the weight.

DAILY SPOT PRICES.

uwwhﬁ-#:olv\\l

Moody's

Corn
6036

BB 4.35
6134  4.37
6334 4.26

6235 4.28

4.40
6324 4.40
Cotton—Middling upland, New York., Wheat—No. 2 red, new, c. i. f.,
domestic, New York. Corn—No. 2 yellow, New York. Hogs—Day's
average, Chicago. Moody’s index—Daily index of fifteen staple commodi~
ties, Dec. 31 1931 equals 100; March 1 1933 equals 80.
—_——

Lumber Orders at the Mill Show Spectacular Gain
Over Previous Weeks—Heaviest Volume Since
May 1930.

Lumber orders booked at the mills during the week ended
Nov. 11 1933 were the heaviest of any week since May 1930,
and were 2 1-3 times those of corresponding week of 1932.
Production was only slightly above that of the preceding
week, otherwise the lowest since the week ended July 8,
according to telegraphic reports to the National Lumber
Manufacturers Association from regional associations cover-
ing the reports of leading hardwood and softwood mills.
The reports were made by 1,389 American mills whose
production was 174,894,000 feet; shipments, 169,597,000
feet; orders, 311,662,000 feet. Production of 22 British
Columbia mills also reported by the West Coast Lumber-
men's Association was 13,683,000 feet; shipments, 9,588,000
feet; orders, 17,275,000 feet. The announcement on Nov. 17
by the National Lumber Manufacturers Association further

stated:

All regions reported orders above production during the week ended
Nov. 11,-total softwood orders being 87% above output and hardwood
orders being 26% above hardwood production. Total production during
the week was 44% above that of corresponding week of 1932; total orders
were 135% above similar week of last year. All regions shared in the gain
in new business over last year, the West Coast Association showing the
most spectacular rise or three times the order volume of the corresponding
week of 1932. Northern hardwoods were the only group whose reported
shipments were lower this year than last, Northern Pine the only one
reporting lower production than last year.

Unfilled orders at the mills on Nov. 11 were the equivalent of 19 days’
ayerage production of reporting mills, compared with 15 days’ a week ago
and 15 days' a year ago.

Forest products carloadings during the week ended Nov. 4 of 22,076
cars were 913 cars below the preceding week, 5,574 cars above the same
week in 1932 and 377 cars lower than the same week of 1931,

Lumber orders reported for the week ended Nov. 11 1933 by 752 soft-
wood mills totaled 278,202,000 feet, or 87% above the production of the

Hogs
4.18
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same mills. Shipments as reported for the same week were 143,951,000
feet, or 3% below production. Production was 148,407,000 feet.

Reports from 659 hardwood mills give new business as 33,460,000 feet,
or 26 % above production. Shipments as reported for the same week were
25,646,000 feet, or 3% below production. Production was 26,487,000 feet.

Unfilled Orders and Stocks.

Reports from 1,095 mills on Nov. 11 1933 give unfilled orders of 715,-
796,000 feet and 1,079 mills reported gross stocks of 4,142,458,000 feet.
The 585 identical mills report unfilled orders as 567,048,000 feet on Nov. 11
1933, or the equivalent of 19 days' average production, as compared with
443,595,000 feet, or the equivalent of 15 days’ average production on similar
date a year ago.

Identical Mill Reports.

Last week’s production of 410 identical softwood mills was 137,604,000
feet, and a year ago it was 96,968,000 feet; shipments were respectively
130,293,000 feet and 106,522,000; and orders received 243,093,000 feet
and 97,538,000 feet. In the case of hardwoods, 233 identical mills reported
production last week and a year ago 14,411,000 feet and 8,371,000; ship-
ments 15,684,000 feet and 14,048,000; and orders 21,910,000 feet and 15,-
275,000 feet.

SOFTWOOD REPORTS.

West Coast Movements.

The West Coast Lumbermen's Association reported from Seattle that
for 432 mills in Washington and Oregon and 22 in British Columbia ship-
ments were 10% below production, and orders 113% above production
and 137 % above shipments. New business taken during the week amounted
to 197,212,000 feet (previous week, 98,078,000 at 432 mills); shipments,
83,277,000 feet (previous week, 77,730,000); and production, 92,527,000
feet (previous week, 83,928,000). Orders on hand at the end of the week
at 432 mills were 361,873,000 feet. The 172 identical mills reported an
increase in production of 499%, and in new business a gain of 203%, as
compared with the same week a year ago.

Southern Pine.

The Southern Pine Association reported from New Orleans that for
102 mills reporting, shipments were 3% above production, and orders
57% above production and 52% above shipments. New business taken
during the week amounted to 36,984,000 feet (previous week, 27,277,000
at 104 mills); shipments, 24,341,000 feet (previous week, 22,901,000);
and production, 23,607,000 feet (previous week, 24,754,000). Production
was 40% and orders 63% of capacity, compared with 43% and 47 % for
the previous week. Orders on hand at the end of the week at 97 mills were
71,289,000 feet. The 97 identical mills reported a decrease in production
of 0.56%, and in new business a gain of 83% as compared with the same
week a year ago.

Western Pine.

The Western Pine Association reporved from Portland, Ore., that for
155 mills reporting, shipments were 11% below production, and orders
26% above production and 41% above shipments. New business taken
during the week amounted to 50,143,000 feet (previous week, 37,553,000
at 172 mills); shipments 35,453,000 feet (previous week, 36,812,000);
and production 39,708,000 feet (previous week, 39,501,000). Production
was 26% and orders 33% of capacity, compared with 26% and 25% for
the previous week. Orders on hand at the end of the week at 112 mills
were 102,383,000 feet. The 110 identical mills reported an increase in
production of 72%, and in new business an increase of 97 %, as compared
with the same week a year ago.

Northern Pine.

The Northern Pine Manufacturers of Minneapolis, Minn., reported
production from 19 American mills as 463,000 feet, shipments 2,139,000
feet and new business 1,600,000 feet. Seven identical mills (including four
Qanadian) reported production 14% less and new business 489 greater
than for the same week last year.

California Redwood.

The California Redwood Association of San Francisco reported produc-
tion from 22 mills as 5,589,000 feet, shipments 6,586,000 feet, and new
business 7,096,000 feet. Production of 18 mills was 48% of normal pro-
duction. Ten identical mills reported production 479% greater and new
business 84 % greater than for the same week last year.

Northern Hemlock.

The Northern Hemlock and Hardwood Manufacturers Association, of
Oshkosh, Wis., reported softwood production from 22 mills as 196,000
feet, shipments 1,743,000 and orders 2,442,000 feet. Orders were 21%
of capacity compared with 30% the previous week. The 14 identical mills
reported a gain of 727% in new business, compared with the same week
a year ago.

HARDWOOD REPORTS.

The Hardwood Manufacturers Institute, of Memphis, Tenn., reported
production from 637 mills as 25,692,000 feet, shipments 24,727,000 and
new business, 31,001,000. Production was 31% and orders 37 % of capacity,
compared with 33% and 30% the previous week. The 219 identical mills
reported production 68% greater and new business 36% greater than for
the same week last year.

The Northern Hemlock and Hardwood Manufacturers Association, of
Oshkosh, Wis., reported hardwood production from 22 mills as 795,000
feet, shipments 919,000 and orders 2,459,000 feet. Orders were 31% of
capacity, compared with 229% the previous week. The 14 identical mills
reported a gain of 329% in orders, compared with the same week last year.

————

“Annalist’” Monthly Index of Business Activity De-
clined Further During October—Combined Index
from January 1928.

The “Annalist’’ Index of Business Activity shows a further
decline of 3.7 points, the preliminary index for October
being 72.7, as against 76.4 in September, 83.6 for August
and 89.5 for July, the high for the year. The decline, the
“Annalist’”’ announced Nov. 17, has not been as severe as
in August and September, the July-August drop amounting
to 5.9 points and the August-September decline to 7.2
points. The total decrease from the high in July is now
16.8 points, which compares with the March-July rise of
31.0 points. The “Annalist’’ further said:

The most important factor in the ‘decline was a drop in automobile
production. Next in importance were declines in the cotton consumption,
steel ingot and pig iron production indices. Electric power production and
freight-car loadings, on a weighted basis, also showed substantial losses.
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The adjusted index of boot and shoe production, based on a preliminary
estimate, is the lowest since December 1932. The drop in silk consump-
tion, although carrying the silk index to a new low, had only a small effect
on the combined index. The adjusted index of lumber production, on the

. basis of a preliminary estimate, is unchanged from September. Zinc
production is the only one of the 10 series for which data are available to
show an inceease for the month, the adjusted index rising to 71.2, the highest
since Octobir 1930.

Table I gives the combined index and its components, each of which is
adjusted for seasonal variation and where necessary for long-time trend, for
the last three months. Table II gives the combined index by months back
to the beginning of 1928.

TABLE I—THE "“ANNALIST" INDEX OF BUSINESS ACTIVITY AND
COMPONENT GROUPS.

Chronicle

October. September.
59.0
54.9
45.0

af9l.4
90.4

August.

62.3
75.9
64.9
94.6
121.3

Freight car loadings. - - - - o cocoao-
Steel ingot production. .
Pig iron production
Electric power production
Cotton consumption

‘Wool consumption. ..

Silk consumption

Boot and shoe production.
Automobile production
Lumber production.
Cement production

Zine production. .
Combined index. .
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TABLE 1I—THE COMBINED INDEX SINCE JANUARY 1028

1930.

102.1
102.5
100.5
101.8

98.5

1931.

93.1
90.8
89.6
86.8
84.4

October. ...
November.
December

* Subject to revision. a Based on an estimated output of 7,656,000,000 kilowatt~
hours, as against a geological survey total of 7,344,000,000 kilowatt-hours in Sep-
tember and 7,073,000,000 kilowatt-hours in October 1932. b Based on an esti-
mated output of 130,000 cars and trucks, as against Department of Commerce
total of 201,890 cars and trucks in September and 51,625 cars and trucks in Qctober
1932. c Based on an estimated output of 1,245,000,000 feet, as against Federal
Reserve Board total of 1,246,000,000 feet in September and 863,000,000 feet in
October 1932. d Based on an estimated output of 28,000,000 pairs, as against
the Department of Commerce total of 30,886,226 pairs in September and 33,069,-

741 pairs in October 1932,
—

New York Coffee & Sugar Exchange Finds Gold Prices
Outstripping Coffee Prices.

Gold prices are outstripping coffee prices according to
figures released Nov. 17 by the New York Coffee & Sugar
Exchange which show that coffee values on the Exchange
and in the spot market have advanced only slightly since
July 20, while the price of gold has risen over 15.4% in
value during the same period. An announcement issued by
the Exchange added:

Santos coffee futures sold at over 9 cents a pound Nov. 16 on the Ex-
change, the first time this level has been broken on the upside since July 20.
Coffee is slowly adjusting itself to the higher gold price. For a month
now, practically every day has witnessed higher prices. Santos coffee for
Sept. 1934 delivery has advanced over 100 points, from 8.15 on Oct. 19 to
9.20 Nov. 16. During this time the Brazilian Milreis has been advanced
from 11.64 to the U. 8. Dollar to 10.71 Nov. 16.

Consumption in U. 8., as indicated by deliveries, from July 1 to Nov. 1,
amounted to 3,841,852 a record total for the period. Last year, 3,503,098
bags were delivered. Stocks of coffee in the U. 8. now total 975,174 bags;
on July 20 there were 797,000 bags. 472,000 bags were afloat to this
country from Brazil yesterday against 308,000 on July 20, below normal
amount. Since July, the restricted coffee held by the Farm Board has been
reduced through monthly sales from 363,000 bags to 187,500 bags. No
date has been set as yet for the sale by the Farm Board of the November
allotment, 62,500 bags, which for over a year has been put up for bids on
the first of each month, It is reported that the ‘‘roasting trade’ has missed
this month's sale.

—_——
Agricultural Department’s Complete Official Report
on Cereals, &c.

The Crop Reporting Board of the United States Depart-
ment of Agriculture made public late on Nov. 10 its forecasts
and estimates of the grain crops of the United States as of
Nov. 1, based on reports and data furnished by crop corre-
spondents, field statisticians and co-operating State boards
(or departments) of agriculture. This report shows that
the production of winter wheat is placed at 340,000,000
bushels, the same as the Department’s estimate of a month
ago, and compares with 462,000,000 bushels harvested in
1932 and 789,000,000 bushels harvested in 1931. The
production of spring wheat is also the same as a month ago
at 174,000,000 bushels, which compares with a production
of 265,000,000 bushels last year and a five-year (1926-30)
average produetion of 271,000,000 bushels. The production
of all wheat is now placed at only 515,000,000 bushels, as
against a harvest of 726,000,000 bushels last year and a
five-year average production of 861,000,000 bushels. The
probable production of corn is placed at 2,289,544,000
bushels, against 2,291,000,000 bushels, the Department’s
estimate a month ago. The corn crop in 1932 was 2,875,-
570,000 bushels, and the five-year average production
2,511,991,000 bushels. The yield per acre for the corn
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crop is estimated at 22.2 bushels, as against a yield of 26.7
bushels last year and a 10-year (1921-30) average yield of
26.1 bushels. The October weather improved late crops
materially and proved unusually favorable for late beans,
potatoes, buckwheat and sugar beets. The report in full
follows:

Prospects for several late crops improved materially during October
according to the November estimates of the Crop Reporting Board of the
United States Department of Agriculture. Due chiefly to the lateness of
frosts, October weather was unusually favorable for late beans, potatoes,
buckwheat, sugar beets and broomcorn, but frosts came too early to
permit the late-planted sorghums of Kansas and western Oklahoma to
mature. The estimates of the production of peanuts, rice, grapes and
Pecans have also been raised, but the estimates for corn and most other
crops are practically unchanged pending the final checkup of the harvested
acreage that is now under way. As the estimates now stand, they indicate
that, as compared with last year, the acreage of crops harvested was nearly

8% less and crop yields per acre averaged 5% less. h]

Corn.

The estimated production of corn of 2,289,544,000 bushels in the United
States is practically the same as the October forecast. Production in-
creased during October in Towa, Missouri, and Michigan, decreased in
Indiana, Wisconsin, Kansas, and Oklahoma, and remained unchanged in
Ohio, Illinois, Minnesota, Nebraska, the Dakotas, and Texas. The
crop of 2,289,544,000 bushels is nearly 600,000,000 bushels less than in
1932 and 222,447,000 bushels or 9% less than the 1926-30 average pro-
duction of 2,511,991,000 bushels.

. Yield per acre of 22.2 bushels is 15% less than the 10-year (1921-30)
average yield of 26.1 bushels.
Buckwheat.

Preliminary production of buckwheat is 8,013,000 bushels.
an increase of only 629,000 bushels over the October forecast. The five-
year (1926-30) average of production is 9,913,000 bushels. Threshing
returns in the two important Eastern States, New York and Pennsylvania,
indicated that the storm damage in this area in the forepart of September
did not materially damage the crop.

Flazseed.

Preliminary production of flaxseed for 1933 is 7,451,000 bushels. The
1932 crop was 11,787,000 bushels and the five-year (1926-30) average 20,-
011,000 bushels. This year’s production is the smallest since 1919 and
the yield per acre the lowest on record. Long-continued drouth, especially
in the Dakotas and parts of Minnesota, caused this very low production.

This is

Grain Sorghums.

Grain sorghum yields are turning out somewhat below Oct. 1 indications
in most of the Southwest. There has been considerable frost damage in
western Kansas and Oklahoma, but in New Mexico the October weather
permitted late fields to mature and in that State the crop is larger than
Wwas expected a month ago. Production is estimated at 91,585,000 bushels,
compared with 105,871,000 bushels in 1932 and a five-year (1926-30)
average of 93,182,000 bushels,

Rice.

Rice, in the southern belt (Arkansas, Louisiana, Texas), has been largely
harvested under very good weather conditions, and yields are higher than
indicated on Oct. 1. Production in the southern belt is estimated at 30,-
443,000 bushels (of 45 1bs.) compared with 33,603,000 bushels in 1932
and a five-year (1926-30) average of 35,240,000 bushels. The California
crop is apparently a little less than was indicated a month ago. The
United States crop is estimated at 36,803,000 bushels, compared with
40,643,000 bushels in 1932 and a five-year (1926-30) average of 42,960,000
bushels.

Beans, Dry Edible,

The bean crop has turned out much better than expected in New York,
Michigan and Idaho, and slightly better in California. A production
of 11,639,000 bags of beans is indicated by Nov. 1 reports of yield applied
to the July estimate of acreage. This compares with a production of about
10,164,000 bags in 1932, 12,706,000 bags in 1931 and 13,900,000 bags in
1930.

The gain over the earlier season outlook is mainly in the States producing
small white beans, such as pea beans and Great Northerns and the pro-
duction of these types will apparently be close to that of last year.

Soybeans.

A production of 11,258,000 bushels of soybeans this year is indicated
by preliminary reports of yield and harvested acreage. Production in
1932 was 13,245,000 bushels and in 1931 it was 15,271,000 bushels. Due
to the drouth in portions of the commercial area, the average yield is
13.5 bushels, the smallest in four years. A considerable increase in acreage
Wwas ‘expected, but planting conditions were unfavorable in important
States and the estimated total of 836,000 acres for harvest is less than 1%
above that of last year. Although the fall weather was favorable and
permitted late fields to mature, the poor crops of corn and hay in several
leading soybean States led to a heavy utilization of this crop for feed.

Cowpeas.

A cowpea crop of 6,232,000 bushels has been gathered this year, accord-
ing to Nov. 1 reports from growers, compared with 6,085,000 bushels in
1932 and 6,902,000 in 1931. The area of 685,000 acres harvested is prac-
tically the same as during the past two years and production by States is
not widely different from that of 1932.

Peanuts,

A crop of about 929,605,000 pounds of peanuts will be gathered this
year, compared with 1,002,080,000 pounds in 1932, and 1,083,110,000
pounds in 1931. The crop is turning out slightly better than was expected
last month in North Carolina where the large Virginia types of nuts are
grown, also somewhat better in the Southeastern and Southwestern States,
which produce mainly Spanish and runner types. This year's crop is
about 78% as large as last year in the northeastern part of this group and
about the same as lasv year in the Southeast and 13% greater in the
Southwest.

Pecans.

About 61,060,000 pounds of pecans will be gathered this year, judging
from Nov. 1 reports. The crop was estimated at 53,160,000 pounds in
1932 and 77,800,000 pounds in 1931.

Production in the States east of the Mississippi River, where most of
the crop is from planted trees of improved types, is about 17,000,000
pounds compared with less tha .8,000,000 pounds in 1932, but about
23,450,000 pounds in 1931. The autumn proved favorable and the present
estimated production is about 2,800,000 pounds larger than estimated
on Oct. 1, increases being shown in both the eastern and western portions
of the belt.
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Potatoes.

With only minor frosts up until the middle of October and absence of
killing frosts in some important Northern potato areas until late in October,
the late potato crop has been favored with an extended period of growth
with which to overcome earlier-season handicaps. Fall weather con-
ditions, quite generally, have been ideal for growth and harvest and, al-
though heavy frosts the latter part of October caught some potatoes that
were not yet dug or were only in temporary storage at the time, harvess
reports imdicate that a further substantial gain in yields has occurred.
The very favorable conditions of the past two months have stepped up the
yields in the 30 late-potato States from a prospective average of about
95 bushels on Aug. 1 and Sept. 1 to nearly 101 bushels on Oct. 1 and a
preliminary harvest report of better than 104 bushels on Nov., 1.

Improvement in yield is noted in all groups of late-potato States but is
most pronounced in the eastern and western groups. The preliminary
estimate of production in the 30 late States is placed at nearly 260,000,000
bushels, compared with 292,400,000 bushels in 1932 and 284,600,000 bushels
the average production from 1926 to 1930. The November estimate is
about 10,000,000 bushels above the October forecast for the late States,
the two groups of 18 surplus States and of 12 other late States sharing
about proportionately in the 4% increase. The total United States crop
is estimated at 317,600,000 bushels, compared with 357,700,000 bushels
in 1932.

Sweet Potatoes.

The yield of sweet potatoes this season will be about 86 bushels per
acre compared with 85 bushels last year and an average yield during the
10-year (1921-30) period of 91 bushels. The preliminary estimate of
production this year is 69,743,000 bushels, or slightly less than was forecast
on Oct. 1. The production in 1932 was estimated to have been 78,484,000
bushels and the average production during the five years, 1926-30, at
62,483,000 bushels.

Fruit.

Harvest of most of the 1933 fruit crops, with the exception of citrus,
is about completed. The preliminary estimate of the combined production
of the 10 more important fruit crops is about 5% less than the production
in 1932, 18% less than the 1931 production and about 12% less than
the average production during the preceding five years (1926 to 1930).
The 1933 crops of apples, peaches, dried prunes, and cranberries were
larger than the production in 1932, while all others were short by from
3 to0 25%.

Apples.

The 1933 preliminary estimate of apple production is placed at 143 ,-
827,000 bushels, or about 2% larger than the 1932 crop, but 15% less
than an average crop for the five years 1926 to 1930. The 1933 season
has been one of unusual damage from insects and fungi, especially coddling
moth, aphis, and scab. To a large extent the difficulties during the past
season were due to the economic condition of many fruit producers.,
Returns for fruit for the previous three years have been low and growers
in many areas found it impossible to finance an adequate spray schedule.
In some cases the use of less effective spray materials in an effort to avoid
the necessity of washing the fruit allowed more than usual opportunisy
for the coddling moth to break through the barrier. The net result has
been to increase materially the percentage of cullage and reduce the com-
morcial crops below the amount that would ordinarily be expected from
& crop the size of the present one. The commercial crop, or that portion
of the total to be sold for fresh consumption, is placed at 78,837,000 bushels
which is about 89 less than the commercial crop of 1932. About 55%
of the total 1933 production is estimated to be commercial as contrasted
to 61% of the 1932 crop that was so utilized.

Citrus.

The fruit forecast of oranges in the seven States indicated a total orange
crop from the bloom of 1933 of 48,216,000 boxes, or about 5% less than
the crop of 1932. The grapefruit crop is indicated at 12,689,000 boxes,
which is nearly 20% less than the production from the bloom of 1932.

In Florida the fruit has sized well as a result of ample rainfall, and
grapefruit is reported to be of excellent quality. Texas lost most of its
crop of grapefruit in the tropical storm of September; however, the re-
maining fruit is sizing well and reports indicate a rapid recovery of the
trees. Due to abundant moisture the fruit is slow to pass the maturity
test and shipments have been retarded.

Grapes.

The preliminary estimate of grape production for 1033 is placed at
1,809,000 tons, which is about 18% less than the 1932 production and
around 26% less than the average for the five years 1926 to 1930. With
the repeal of the 18th Amendment, the market for crushing grapes has
shown unusual activity in California. While this has been largely for
wine varieties, it has also furnished an outlet for an important tonnage
of varieties falling in table and raisin classes. Shipments of grapes from
California to Eastern markets have been considerably less than in recent
years, thereby contributing to an improved grape marketing situation
in 1933.

Pears.

The 1933 pear crop is now estimated at 21,192,000 bushels, which is
about 4% short of the 1932 crop, about 9% less than the production in
1931, and 17% below the production in 1930. Unfavorable weather
during the early season, together with later damage from disease and
drouth served to reduce the 1933 pear crop below the production of
recent years.

Tobacco,

Production of tobacco in the United States in 1033 is estimated at
1,408,361,000 pounds, compared with 1,015,512,000 pounds in 1932.
No allowance has been made for cigar type tobacco removed from pro-
duction under contract with the Agricultural Adjustment Administration,
the data on acreage contracted not being available in final form. The
principal change from last month’s forecast is a reduction in burley from
a total of 424,347,000 pounds based on October condition reports to
413,893,000 pounds based on November yield reports. Late growth was
reported in several burley districts due to rains when the crop was maturing,
resulting in some immature, light-weight tobacco. Further loss in weight
was occasioned by houseburn, also due to the late rains.

A wide divergence appears in the comparisons of 1933 production figures
with those of 1932. Production of the principal cigarette types has been
enormously expanded, while an equally significant contraction has taken
place in cigar types. Production of flue-cured tobacco this year is esti-
mated to exceed that of 1932 by 89%, and burley shows an estimated
increase of 33%. Cigar filler types with no allowance for acres plowed up
show ‘a decrease of 25%, binder type 46%, and wrapper types 10%. An
increase of 8% is shown by the group of fire-cured types and 2% by the
dark air-cured group.

Sugar Crops.

The sugar beet crop is yielding even better than was expected a month
ago, being well above average in most of the important States. In the
Colorado-Wyoming-Nebraska area about 90% of the crop had been
harvested by Nov. 1. United States production will probably be about
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11,151,000 tons, compared with 9,070,000 tons harvested in 1932 and a
five-year (1926-30) average of 7,718,000 tons. No forecast of beet sugar
is made at this time.

The Louisiana cane crop is not turning out quite as well as expected
and the tonnage of cane to be harvested for all purposes, including seed,
is estimated to be 3,178,000 tons compared with 3,359,000 tons harvested
in 1932 and 2,717,000 tons in 1931. If the estimated utilization of crop
acreage between seed, sirup production, and sugar production occurs and
if the average outturn of sirup and sugar per ton of cane is obtained, there
will probably be 183,000 tons of sugar and 4,560,000 gallons of sugar
cane sirup made from this year's crop of Louisiana sugar cane. It is
now estimated that about 13,865,000 gallons of sugar cane sirup will be
made in other Southern States, making a United States total of 18,425,000
gallons, compared with 16,985,000 gallons in 1932, and a five-year (1926-30)
average of 17,605,000 gallons.

Production of sorgo sirup is estimated at 14,630,000 gallons, compared
with 15,209,000 gallons in 1932, and a five-year (1926-30) average of
11,032,000 gallons,
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Milk Production.

Total milk production on Nov. 1 was apparently slightly greater, per-
haps 1 or 2% greater, than on that date last year, for the increase in the
number of milk cows apparently more than offset the lower production
Qer cow. Although crop correspondents were milking about the same
proportion of their milk cows as on Nov. 1 last year, they were securing
about 2% less milk per cow in their herds. The production per cow,
as reported, averaged 11.48 pounds per day, compared with 11.70 pounds
on Nov. 1 last year and an average of 12.30 pounds for that date during
the previous five years. Production per cow was particularly low in the
States most affected by the drouth and also in most of the South. Pre-
liminary reports indicate that the low production per cow was due chiefly
to light feeding, for late October pastures were better than they were
last year and the grain ration being fed is somewhat more carefully balanced.
The number of milk cows on farms is believed to be somewhere around
3% above the number a year ago, part of the increase being due to the
milking of some cows formerly kept only for beef. During recent months
the quantity of milk and cream used on farms has decreased as a result
of the more favorable price received for butterfat. This has resulted in
a high level of sales,

GENERAL CROP REPORT AS OF NOV. 1 1933.

The Crop Reporting Board of the United States Department of Agri-
culture makes the following forecasts and estimates for the United States,
from reports and data furnished by crop correspondents, field statisticians,
and co-operating State boards (or departments) of agriculture and agricul-
tural collezes:

Total Production in Millions. Yield per Acre.

Crop.
Prelim.
1933.

Average
1921-30.

Prelim.
1933.

Average

1926-30.| 1932. 1932.

Corn, bushels. .. _.______ 2,876
726
462
All spring, bushels o 265

Durum, bushels. .. _ 36 40
Other spring, bus 226

Oats, bushels____ 1,238

Barley, bushels

Rye, bushels. ___

Buckwheat, bushels

Flaxseed, bushels.

Rice, bushels —

Grain sorghums, bushels. .

Hay, all tame, tons 3

Hay, wild, tons_

Hay, all clover
tons.a. ..

Hay, alfalfa, tons

Beans, dry edible, 100-1b.

2,290
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Cowpeas, bushels_.c_.__.__
Peanuts (for nuts), Ibs.c.
Apples, total crop, bushels
Apples, comm’l crop, bbls.
Peaches, total crop, bu...
Pears, total crop, bushels. .
Grapes, tons.g. . . ...
Pecans, pounds. .
Potatoes, bushels.. .. ._..
Sweet potatoes, bushels. ..
Tobacco, pounds ..o
Sorgo sirup, gallons.. ...
Sugar cane sirup, gallons
Sugar beets, tons
Broomecorn, tons

Hops, pounds. - - < cooaoo 24.1 1,096 1,382

a Excludes sweet clover and lespedeza (minor States excluded). b Pounds.
¢ The figures shown relate to the harvested crop and do not include the acreage
grazed, cut for hay, &e. d Short-time average. e Includes some quantities not
harvested. f Production in percentage of a full crop. g Production is the total
for fresh fruit, julce, and raisins. h Thousands of tons.

ACREAGE.

b239.7

Average
1926-30.

99,328,000
59,934,000
38,581,000
21,353,000
5,428,000
15,925,000
40,215,000
11,261,000
3,382,000
664,000
2,979,000
963,000
6,481,000
54,563,000

Preliminary
1933.

1932,

107,776,000
55,152,000
33,635,000
21,517,000

103,022,000
44,879,000
26,802,000
18,077,000

2,500,000
15,677,000
37,023,000

Wheat, all.
Winter. .
Allspring

Durum. .

Graln sorghums .
Hay, all tame._ .. 52,974,000
13,635,000 14,305,000
29,223,000 23,438,000
11,214,000 2
1,708,000
661,000
651,000
1,138,000
3,090,000

Hay, all clover & timothy a

Beans, dry edible
Soybeans_b. ..

310,000 .
23,000 22,000 124.1

a Excludes sweet clover and lespedeza (minor States excluded). b The figures
ghown relate to the harvested crop and do not include the acreage grazed or cut
for hay, &c. ¢ Planted acreage less probable abandonment.

85.8
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CORN.a

Production (Thousand Bushels).

1933
Prelim.
Estimate.

Yield per Acre (Bushels).

Average
1926-30.

Average

1921-30.( 1932. 1933. 1932.

656
560
2,624

Maine

New Hampshire._ . _
Vermont
Massachusett
Rhode Island
Connecticut ..

New York..

New Jersey -
Pennsylvania.

Ohi

520

568
2,613
1,738
341
2,048
18,934
6,944
44,818
116,902

45,969
80,808
176,916
509,507
186,721
26,676
73,235
269,293
136,197
4,263
16,440
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Minnesota .
Jowa.____
Missouri______
North Dakota.
South Dakota.
Nebraska_.____
Kansas_ _
Delaware_ .
Maryland
Virginia .

West Virg! -
North Carolina_ __
South Carolina.
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Florida
Kentuc!
Tennessee.
Alabama._
Mississippi
Arkansas_ _
Louisiana.
OKklahoma.
Texas....
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Colorado.

Oregon
California.

United States._._ 26.7
a Grain equivalent on acreage for all purposes.
e

The Canadian Crops—Revised Figures.

The Dominion Bureau of Statistics issued, on Nov. 10, the
provisional estimates of grain production in Canada. The
report is based upon the returns of regular corps of crop
correspondents, including practical farmers throughout Can-
ada and bank managers and railway and elevator agents in
the Prairie Provinces. A special return was also received
for this report from a large list of selected agriculturists, in
addition to those already co-operating as regular crop corre-
spondents, and from rural postmasters in the Prairie Prov-
inces.
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2,511,901 2,875,570 12,280,544

Yields of Principal Grain Crops.

The total yields of the principal grain crops are estimated pm\'isio_nally
in bushels as follows, with the figures for 1932 within parenthesis: Wheat,
971,821,000  (428,514,000) ; oats, 311,312,000 (391,561,000 ; barley,
63,737,000 (80,773,000) ; rve, 4,725,000 (8,938,000) ; peas, 1,4(3;),000
(1.518,500) ; beans, 892,400  (1,140,000) ; buckwheat, 8,664,000
(8,424,000) ; mixed grains, 33,204,000 (39,036,000) ; flaxseed, G7a3:100
(2,446,000) ; corn for husking, 4,658,000 (5,057,000). The average vields
per acre in bushels are as follows, with the averages for 1932 \\']thll—l paren-
thesis: Wheat, 10.5 (15.8) ; cats, 23.0 (29.8); barley, 17.4 (21.5) ; r¥e,
8.1 (11.6) ; peas, 16.6 (17.9) ; beans, 15.1 ((17.1) ; buckwheat, 21.8 (22:9) -
mixed grains, 28.4 (83.0) ; flaxseed, 2.8 (5.4) ; corn for husking, 34.1 (38.9).

Comparisons, Preliminary and Provisional Estimates.

The second estimates of all the principal grain crops are lower than those
made in September. The changes are slight except in the case of tye,
which declined from 6,418,000 bushels to 4,725,000 bushels. The rye crop
of 1933 is the lowest since 1917.

In the Maritimes and Eastern Canada, there is a general tendency toward
higher estimates of grain production, but the changes are slight. In the
Prairie Provinces, rye and flaxseed estimates are lower, except flaxseed in
Alberta ; wheat is lower in Saskatchewan and Alberta and unchanged in
Manitoba ; oats are placed higher in Manitoba and Saskatchewan and consid-
erably lower in Alberta; while barley is increased in Saskatchewan and
lowered in the other two Provinces. The second estimates in British Co-
lumbia differ very little from those made in September,

Production of Late Crops.

The 1933 production of peas, beans, buckwheat, mixed grains and corn
are estimated for the first time and all, except buckwheat, show decreases
compared with 1932 production. The declines, however, are not as great
as expected, since the summer drouth was followed by rains which were of
great benefit to the late-sown crops.

Grain Yields of the Prairie Provinces.

For the three Prairie Provinces, the provisional estimate of the yields of
the five principal grain crops is, in bushels, as follows, with the figures for
1932 within parenthesis: Wheat, 253,000,000 (408,400,000) ; oats, 181,-
071,000 (245,726,000) ; bharley, 47,653,000 (63,114,000); rye, 3,645,000
(7,738,000) ; flaxseed, 613,000 (2,367,000). By Provinces, the yields are
as follows: Manitoba—wheat, 32,600,000 (42,400,000); oats, 28,756,000
(36,826,000) ; barley, 16,573,000 (20,014,000); rye, 559,000 (560,000) ;
flaxseed, 100,000 (240,000. Saskatchewan—wheat, 125,300,000 (202,-
000,000) ; oats, 78,164,000 (107,400,000); barley, 18,297,000 (28,-
400,000) ; rye, 1,733,000 (5,190,000); flaxseed, 472,000 (1,980,000).
Alberta—wheat, 95,100,000 (164,000,000) ; cats, 74,151,000 (101,500,000) ;
barley, 12,783,000 (19,700,000); rye, 1,353,000 (1,988,000); flaxseed,
41,000 (147,000), »
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Wheat Production in the Prairie Provinces.

The second estimate of wheat production in the Prairie Provinces is 253
million bushels, a reduction of 4% compared with the preliminary estimate
of 264 million bushels issued on Sept. 11. The Manitoba estimate of produe-
tion is unchanged. Saskatchewan is lowered by three million bushels, and
Alberta by eight million bushels.

The acreages used for the two estimates are identical and are based on
the June survey schedules returned by 55,7568 prairie farmers. The yields
per acre are based on schedules returned by nearly 7,000 correspondents in
the three Provinces. Since threshing is practically complete, the estimates
are more reliable than those made on Sept. 11.

Manitoba now shows the highest yield per acre of the three Provinces.
The changes by crop districts in Manitoba are mostly fractional, but there
is a tendency to reduce the preliminary estimates in the south and to
increase themr in the north. In Saskatchewan the only appreciable upward
change is in Crop District No. 5 (east-center), where the average yield is
now placed at 23.9 bushels per acre compared with the first estimate of
20.9 bushels. A fractional increase was also noted in Crop District No. 1,
in the southeast corner, but every other crop district in the Province de-
creased between 2% and 18%. In Alberta every crop district except No. 10
shows a decline in yield per acre. The southern and central districts show
minor reductions, but there are considerable declines evident in the north
and northwest, including the Peace River district, where frost took a greater
toll than at first estimated.

Marketings.

In the period from Aug. 1 to Oct. 28 deliveries at country elevators and
platform loadings were approximately 123.7 million bushels. Manitoba has
marketed 20.6 million bushels, Saskatchewan 62.1 million, and Alberta 41.0
million bushels. Up to the present date (Nov. 10), marketings have been
about 135 million bushels. Out of a crop estimated at 253 million bushels,
total commercial marketings should be about 218 million bushels—a figure
which allows 40 million bushels for seed, feed, country nrillings and unmer-
chantable and for a reduction of five million bushels in the farm carryover
compared with July 81 1933 farm holdings of slightly over 11 million
bushels. This would leave 83 million bushels to come forward—an average
of about 214 million bushels a week for the remaining 37 weeks of the crop
season.

During the past 10 years, primary receipts during the first 15 weeks of
each crop year have averaged 59% of total receipts. The highest percentage
of the crop delivered during the first 15 weeks of any crop year occurred in
1929-1930, when 79% of total deliveries for the cereal year was reported by
the middle of November. The lowest percentage occurred in 1927-1928,
when only 439 of total deliveries took place during the first 15 weeks of
the crop year. During the past four crop years an average of 68% of total
marketings has been delivered during the first 15 weeks of the crop year.

With deliveries of 135 million bushels already made out of a prairie crop
of 253 million bushels, and with deliveries for the season estimated at 218
million bushels, it may be calculated that 629% of the total receipts has
come forward. Since threshing was retarded in Alberta, and also since many
farmers are hopeful regarding price recovery, the percentage marketed out
of the 1933 crop appears high enough to support the crop estimate.

Production of Otker Grains in the Prairie Provinces.

The second estimates of the production of oats, barley, rye and flaxseed
are all lower than the first estimates released on Sept. 11. The production
of oats in the three Provinzes is now placed at 181,071,000 bushels compared
with the previous estimate of 186,500,000 bushels—a reduction of about
8%. Barley shows a minor reduction of 847,000 bushels—from 48,500,000
to 47,653,000 bushels. Rye production is estimated at 3,645,000 bushels—a
32% reduction from the September estimate of 5,340,000 bushels. The light
deliveries of rye support this significant change in the estimates. The
flaxseed estimate is 119 lower than that forecasted in September, being
613,000 bushels compared with 691,000 bushels.

—_—

Distribution of United States Beet Sugar During
October Below Year Ago.

United States beet sugar distribution for the month of
October 1933 amounted to 93,700 long tons, raw sugar
value, according to a report received by B. W. Dyer & Co.,
sugar economists and brokers, from the Domestic Sugar
Bureau. An announcement issued Nov. 13 by the Dyer
firm added that this is a decrease of 3,027 tons compared
with October 1932.

Distribution for the first ten months of 1933 amounted to
1,052,576 tons, a decrease of 3,092 tons compared with the
corresponding period of last year, the announcement con-

tinued.
—_——

Cotton Trade Watching Developments in Orient—
Many Phases Regarded as Being of Major Sig-
nificance to the United States Raw Cotton
Industry.

The attention of the cotton trade is being directed to con-

ditions and possible developments in the Orient. The exten-
sion, says an announcement issued by the New York Cotton
Exchange, of a credit by the Reconstruction Finance Corpo-
ration by which China may purchase up to 800,000 bales of
American cotton, the boycott of Indian cotton by Japan, and
the consequent possibility that Japanese spinners may have
to buy 1,200,000 or 1,400,000 bales of American and other
growths in place of Indian, and the drive by Japanese to cap-
ture cloth trade in the Near East, Africa and South America
to take the place of Indian business cut off by the high Indian
tariff are only some of the phases of the situation in the
Orient which are regarded as being of major significance to
the raw cotton industry in this country, the announcement

states. Issued under date of Nov. 13, it continues:

The 800,000 bales of American cotton which the Nanking Government
could buy under the $40,000,000 RFC credit for cotton purchases at the
rate of 10c. per pound is more than Chinese mills have ever consumed of
the American staple in any full season except in 1931-1932, and its con-
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sumption of 918,000 bales of American cotton in that season was due chiefly
to a shortage of competing growths. In years when there have been normal
crops of Chinese and Indian cotton, the Chinese mills have used only 250,000
to 850,000 bales of American cotton per year. The Chinese crop this year
is reported to be one of the largest on record, and the trade is watching to
see how China can consume any large portion of the 800,000 bales of loan
cotton without neglecting its own crop.

A complication which enters into the Chinese situation is that Chinese
spinners normally buy about 350,000 equivalent 500-pound bales of Indian
cotton, but about 40% of the Chinese spinning industry is owned by Japa-
nese, and the Japanese-owned mills in China have joined with the mills in
Japan in boycotting Indian cotton in retaliation against the 756% duty im-
posed by India on imports of non-British cotton cloth. If Japan and India
do not come to terms, and the Japanese boycott on Indian cotton is con-
tinued, this would presumably lead the Japanese spinners in China to use
American cotton in part in place of Indian. But even this additional demand,
it is pointed out, would not absorb the full 800,000 bales of American loan
cotton except over an extended period.

Although the loan to China was extended by the RFC last May, it is
understood that only a relatively small portion of the cotton which China
may obtain under this credit has as yet been taken by China. It is reported
that the problem faced by the Chinese Government has been to find a market
for the cotton at prices commensurate with those paid for the cotton in this
country. To distribute the cotton on a commrercial basis, the Chinese Gov-
ernment has had to face the competition of the private firms regularly sup-
plying the Chinese market. By selling the cotton below current market
prices, it could take the business away from the private firms, but that
would not increase the distribution of American cotton and would merely
disrupt present trade channels.

Meanwhile, according to latest reports, the mills of Japan are adhering to
their boycott of Indian cotton pending the outcome of the conferences now
being held at Delhi between representatives of Japan, India and England.
Exports of Indian cotton from India to Japan and China in August and
September this year totaled only 53,000 bales, compared with 148,000 bales
in the same months last year and 269,000 bales two years ago. But exports
of American cotton from this country to the Orient so far this season total
726,000 bales compared with 489,000 bales to this date last season. These
returns are taken as an indication of the changes in the distribution of
cotton which may result fromr the Japanese boycott. The absence of demand
for Indian cotton from the large Japanese spinning interests has contributed
to a widening of the discount of Indian cotton under American,

The conferences in India have brought out the conflict of interests within
India as well as between India, Japan and England. Indian cotton growers
object to a high tariff on imports of cotton goods because of the effect on the
prices which they pay for such goods, and they fear the loss of the Japanese
market for their cotton in consequence of the high Indian duties against
Japanese cloth. Indian mills want the high tariff on cloth maintained as a
matter of protection against competition. India would be willing to lose
its market for cotton in Japan if it could increase its sales of cotton in
compensating volume to England, and England is looking about for ways
and means to increase its consumption of Indian cotton, but both the type
of machinery in English mills and the classes of goods made by England
sharply restrict increased consumption of Indian cotton in Lancashire. Japan
as well as England has built up a national economy based on a large export
trade, and they both feel a desperate need of sharing in the large Indian
cotton cloth market as a means of providing a livelihood for their industrial.
workers,

Japanese spinners are aggressively seeking new sources of cotton to take
the place of Indian. It is reported that both the Japanese-owned mills in
China and the mills in Japan have bought substantial amounts of the new
Chinese crop, taking advantage of the fact that Chinese cotton has been
selling on an attractive price parity because of the large Chinese production
this year. They are also looking to such minor cotton-growing countries as
Turkey and Peru. They have formulated ambitious plans for developing
cotton growing in Manchukuo, although they recognize that some years will
be required to increase the production of that country from its present very
small volume. They recognize that they will need to turn to American cot-
ton in substitution for the larger portion of the discontinued Indian staple.
Japanese spinners admit freely that it would be a costly proposition to use
the higher quality and higher priced American cotton in place of the cheaper
Indian staple, but they assert that it is preferable to make this sacrifice
than to continue using Indian cotton so long as India shuts out Japanese
cotton cloths by high tariffs.

The Japanese, meanwhile, have announced that they will make a deter-
mined and unrelenting drive for new cotton cloth trade in all other parts
of the world to replace the business lost in India. The competitive power of
the Japanese has been demonstrated during the past one or two years by
phenomenal increases in imports of Japanese cotton goods in the Dutch East
Indies, Egypt, East Africa, Cuba and the Philippines. In numerous British
Empire markets, notably East Africa, imports of some classes of Japanese
goods have doubled or tripled during the past year, while imports of British
goods have shown negligible increases or have declined. In Belgium, which
has its own cotton manufacturing industry of sizable proportions and which
lies adjacent to the principal cotton manufacturing countries of Europe,
the Belgian manufacturers are reported to be amazed at the low prices
quoted on Japanese cotton goods. Japanese manufacturers are reported to
be arranging to establish more direct selling connections in South America,
The capture by the Japanese of an increasing portion of the important cotton
cloth trade of Manchukuo is taken for granted, as a result of the political
relationships between Japan and Manchukuo.

—_————

President Roosevelt Lifts Stay on Provisions of Cotton
Textile Code Given Tire Makers.

That the stay of provisions of the cotton textile code per-
mitting tire fabric manufacturers to operate three 40-hour
shifts weekly would be terminated on Nov. 13, under an
executive order of President Roosevelt, was announced on
Nov. 8 by the National Recovery Administration. The
NRA’s announcement said that the temporary exemption
from the code provision limiting machine hours to two 40-
hour shifts a week was originally granted by the President
when he approved the code on July 15 and was later extended
by an order of NRA Administrator Hugh S. Johnson on
July 30. The announcement continued:

The companies principally affected are Firestone Tire & Rubber Co.,
Goodyear Tire & Rubber Co., United States Rubber Co., B, F, Goodrich
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Rubber Co., General Tire & Rubber Co., Fisk Tire & Rubber Co., and
Dunlop Tire & Rubber Co., although the stay was intended to cover any
cotton textile mill producing tire fabric.

The stay was granted on the assertion of the tire fabric manufacturers
listed above who asserted, in their original application, that an enforced
reduction in machine hours at that time when they were compelled to work
three shifts a day for seven days a week to meet the demand would seriously
cripple their operations.

The text of the President’s executive order is as follows:

EXECUTIVE ORDER.

A code of fair competition for the cotton textile industry was approved
by me July 9 1933. At that time the provision limiting machine hours
was stayed for a period of three weeks as applied to the production of tire
Yyarns or fabrics for rubber tirés. After further hearings the Administrator
on July 30 1933, in accordance with the executive order issued by me
July 15 1933, further stayed the application of said provision of the code
pending determination by me of the issues raised by the application for
exemption from such Brovision of the code. _

Pursuant to the authority vested in me by Title I of the National Indus-
trial Recovery Act, approved June 16 1933, and otherwise, the application
or exemption from the machine hour provision of said code as applied to the
use of machinery in the production of tire yarns or fabrics for rubber tires
is hereby denied and beginning Nov. 13 1933, the above-mentioned stay
of said provision shall be terminated, and no further exemption from or
exceptions to the provision of said code shall be made except by me upon
recommendation of the Cotton Textile Industry Committee and the Ad-
ministrator, or the Administrator, or as approved by me.

(Signed) FRANKLIN D. ROOSEVELT.
The White House, -
Nov. 6 1933.
Approval recommended:
(Signed) HUGH S. JOHNSON,
Administrator for Industrial Recovery.

—_——
Census Report on Cotton Consumed and on Hand, &c.,
in October.

Under date of Nov. 14 1933 the Census Bureau issued
its report showing cotton consumed in the United States,
cotton on hand, active cotton spindles and imports and
exports of cotton for the month of October 1933 and 1932.
Cotton consumed amounted to 503,873 bales of lint and
66,838 bales of linters, compared with 499,486 bales of
lint and 76,451 bales of linters in September 1933 and 501,893
bales of lint and 63,329 bales of linters in October 1932.
It will be seen that there is an increase over October in 1932
in the total lint and linters combined of 4,489 hales, or
0.97%. The following is the statement:

OCTOBER REPORT OF COTTON CONSUMED, ON HAND, TMPORTED
AND EXPORTED, AND ACTIVE COTTON SPINDLES.
[Cotton In running bales, counting round as half bales, except foreign, which Is in
500-pound bales.]

Cotton Consumed | Cotton on Hand
During— Oct. 31—

In Con- |In Public
suming Storage
Estadlish-|& at Com-| During
Qct. ments. presses. QOct.
(bales) (bales) (bales) | (Number)

1933(503,873(1,501,929(1,361,190(0,474,342(25,875,142
1932|501,893|1,399,132/1,267,181(9,824,523|24,583,408

1933(405,157(1,270,873/1,088,841{90,123,97817,614,074
1 414,490(1,162,251|1,011,530|9,385,648(17,088,600
3| 83,422 271,726 225,632 238,185| 7,528,842
72,377\ 197,515 210,073 231,916 6,798,816
15,204| 49,330| 46,717| 112,179 732,226
15,026/ 39,366| 45,578 206,959 695,992

30,011 24,277
20,579
12,772
12,441
3,170
5,082

226,560
177,265/

Cotion
Spindles
Active

Three
Months

United States

Cotton-growing States._..
New England States
All other States

Included Above—
Egyptian Cotton

Other forelgn cotton
Amer.-Egyptian cotton...
Not Included Above—

)|

63,320 276,282

Imports of Foreign Cotton (500-1b. Bales).
October.
1933. I 1932,
9,033
4

3 Mos. Ended Oct. 31.
1933, | 1932,
18,701 12,493
1,819
1,441
110!

7,359
65!

2,046

12,121 4,021 20,495

Ezports of Domestic Cotion Excluding Linters
(Running Bales— See Note for Linters).

October.,
1933. |
173,383

3 Mos. Ended Oct. 31.

1932, 1932.

209,418
106,500

65,875
230,748
22,276
< 23,790
7,642 6,550 12,690

1.040,524| 1,608,023| 2,446,395 2,103,842

Note—Linters exported, not included above, were 6,723 bales during October in
1933 and 18,705 bales in 1932; 30,894 bales for the three months ended Oct. 31 in
1933 and 45,107 bales in 1932. The distribution for Oct. 1933 follows: United
Kingdon, 2,797; Netherlands, 216; Belglum, 75; France, 1,117; Ger , 790;
Italy, 500; Austria, 2; Spain, 48; Canada, 1,171; Panama, 6; British West Indies, 1.

WORLD STATISTICS.

The world's production of commereial cotton, exclusive of linters, grown in 1932,
as complled from various sources was 23,774,000 bales, counting American in running
pales and foreign in bales of 478 pounds lint, while the consumption of cotton (exclu-
sive of linters in the United States) for the year ended July 31 1933, was approxi-
mately 24,986,000 bales. The total number of spinning cotton spindles, both
active and idle Is about 158,000,000.

Japan
China
All other

3565
Sales of American Tires in Austria Declining—American

Products Accounting for Only 3% of Business

Transacted as Compared With 289, in 1931.

Increased domestic competition has resulted in steadily

declining sales of American tires in Austria, according to
advices to the United States Commerce Department from
Acting Commercial Attache I. H. Taylor, Vienna. In
1931, it was estimated that American tires accounted for
289, of total business in the Austrian market; this ratio had
fallen to 79% in 1932. At the present time, according to
Mr. Taylor’s report, American tires account for only 39%
of the business transacted. In an announcement issued
Nov. 9, the Commerce Department added:

Sales of Austrian tires now account for 82%. Lower prices, higher
discounts and extended credit terms, coupled with the greatly improved
quality of the domestic product, have been responsible for the present
development, the report points out. Prices of American tires on the local
market are 15% higher than the other foreign makes and 35% higher than
the price of domestic tires.

The sale of British tires has also been adversely affected by the activities
of Austrian producers, the report shows. The share of both British and
French manufacturers of the total Austrian tire sales is estimated at 6%.
The latter are reported to be making every effort to improve their present
position in the market.

During the first eight months of 1933 imports of tires and tubes into
Austria were valued at 1,066,000 schillings, of which the United States
accounted for 133,000. The corresponding figures for last year were 1,989,-
000 and 454,000 schillings.

(Par value of schilling equals 14.07 cents, U. S. currency.)

—_—
Census Report on Cottonseed Oil Production
During October.

On Nov. 13 the Bureau of the Census issued the following
statement showing cottonseed received, crushed and on
hand, and cottonseed products manufactured, shipped out,
on hand and exported for one month ended Oect. 31 1933
and 1932:

COTTONSEED RECEIVED, CRUSHED AND ON HAND (TONS).

Chronicle

Crushed
Aug. 1 to Oct. 31.

1933. 1932,
90,349

Received at Mills*
Awug. 1 10 Oct. 31.

1933. 1932,
107,003

On Hand at Mills
Oct. 31.

1933. 1932,

34,725
6,674
6

46,394
5,551
121,315

126,649

Mississippi_ . __
North Carolina .

24,486
148,063
384911

All other States. 28,576| 30,837 14,325

United States 2,254,479'2,350,15111,402,345'1,432,033/1,073,07211,218,142

* Includes seed destroyed at mills but not 220,938 tons and 300,024 tons on hand
Aug. 1, nor 9,768 tons and 14,761 tons reshipped for 1933 and 1932 respectively.
COTTONSEED PRODUCTS MANUFACTURED, SHIPPED OUT, AND

ON HAND.

Produced
Aug. 1to
Oct. 31,

431,980,151

437,373,835

2292.339,542

280,547,179
629

Shipped Out
Aug. 1 to
Oct. 31.

358,803,328
369,459,127

Item. On Hand

Oct. 31.

*145,195,962
134,919,144
x676,536,590
584,771,166
313,114

On Hand
Aug. 1.

*51,269,417
29,523,581
x676,331,574
628,420,148
60,874

Season.

Crude oll, Ibs. ..
Refined oll, 1bs.

Cake and meal,

1933-34
1932-33
1933-34
1932-33
1933-34
1932-33
1933-34
1932-33
1933-34
1932-33
1933-34

1932-33

Grabbots, motes,
&e., 1933-34 6,878
1 1932-33 5,807

* Includes 4,274,646 and 12,922,328 pounds held by refining and manufacturing
establishments and 14,320,860 and 26,512,900 pounds in transit to refiners and
consumers Aug. 1 1933 and Oct. 31 1033, respectively.

x Includes 5,408,953 and 5,604,170 pounds held by refiners, brokers, agents and
warehousemen at places other than refineries and manufacturing establishments,
and 12,642,917 and 10,155,513 pounds in transit to manufacturers of lard substitute,
oleomargarine, soap, &c., Aug. 1 1933 and Oct. 31 1933, respectively.

z Produced from 318,539,749 pounds of crude oil.

EXPORTS OF COTTONSEED PRODUCTS FOR TWO MONTHS ENDED
SEPT. 30.

1933. 1932.
11,452 1,343,533
640,839 1,282,747
- 11,217 15,652
- 24171 26,402

11,082
2,843

Item—

Cake and meal, tons of 2,000 pounds. _
Linters, running bales

Petroleum and Its Products—Postponement of Price
Control by Government May Be Necessary, Ickes
Announces—Planning Committee Defends Price
Fixing Plan—Independents Voice Approval of Gov-
ernment Move to Establish Fixed Quotations.

Activities in Washington where the Petroleum Adminis-
trative Board will start hearings on the proposed price
schedules under the Government’s plan for price-control of
petroleum products on Monday held the attention of the
oil world.

Following an extension of the time for submitting argu-
ments for and against the proposed oil price schedules from
Nov. 15 to Nov. 25 announced early in the week, Secretary
Ickes, Oil Administrator, announced Thursday that it may
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be necessary to postpone the effective date of the proposed
fixed-price list in order to permit ample time for all con-
cerned factors to be heard.

“In announcing the price schedule on Oct. 15,”" Mr. Ickes
said, “the right to all interests to protest against them or
support them, in hearings, was pledged in good faith and
will be earried out accordingly.

“To do this, it may become necessary to postpone the ef-
fective date of the proposed price schedule to permit ample
time for careful study so that the consumer and the industry
alike will be fairly protected and injustice that might result
from premature action be avoided.

“Ttf all interests of the industry and representatives of con-
sumers’ groups cannot be given a full and fair hearing by
Dee. 1, with sufficient time to enable the Petroleum Admin-
istration Board to make its findings and recommendations
to me, the schedule will be suspended to provide time for
sound action.”

Many protests have been forwarded to Mr. Ickes from
producers and refiners who have asked him to prevent any
hasty or ill-considered action and these played a major role
in the decision stated in his formal announcement, it was
said. However, it will be noted that Mr. Ickes stressed that
postponement will be made only if necessary.

Prior to Mr. Iekes’ disclosure of the possibility of a possible
postponement of the price-control date, the Planning and
Co-ordination Committee issued a strong defense of federal
regulation of petroleum prices and contended that the emerg-
ency conditions which led to the price-fixing order issued by
Mzr. Ickes were still in existence. iy

The committee’s statement pointed out that the theory of
the ruling was that selling below fair average cost was de-
structive and unfair and subversive to the objectives of the
National Recovery Act.

“We feel,”” the statement said, “‘that it should be pointed
out that gasoline has been selling below cost, and that to
put this commodity on a cost-of-supply basis some increases
in prices are unavoidable.” This was in answer to spoken
and written opposition to the provisions of the plan calling
for increases in retail gasoline prices with opponents of the
move claiming that American motorists would have to pay
many additional millions of dollars in higher prices for gaso-
line in consequence.

Speaking at the annual convention of the Independent
Petroleum Association of America, Wirt Franklin, President
of the group, and Chairman of the Planning and Co-ordi-
nating Committee, told its members that they must fight in
support of the price-fixing measures, holding thatitisopposed
by ‘“only 109% of the industry.”

Another development at the convention was the passage
of a resolution to be forwarded to the Petroleum Adminis-
trative Board that independent oil factors want the Planning
and Co-ordinating Committee retained as their agent in
dealing with the Administration. Reports of frictions be-
tween the two groups were denied by Mr. Franklin who said
that inasmuch as both had distinetively different duties,
there was no conflict and that an exceedingly helpful spirit
of co-operation was shown by the Petroleum Administrative
Board.

A suggestion made by Mr. Wirt at the previous session
of the convention that control of the oil industry be turned
over to the Planning and Co-ordinating Committee with
the inferred elimination of the Petroleum Administrative
Board brought forth an immediate statement from Mr. Ickes
to the effect that “he had no intention of relaxing his control
over Federal efforts to regulate an industry that had failed
to govern itself.”” Under present conditions the com-
mittee representing the oil industry on the code is subject
to Mr. Ickes, who enjoys wide powers under the charter.

Announcement of the Independent Petrolenm Association
support of the price-fixing plan brought forth a statement
from the Independent Oil Companies’ Alliance of America
denying that this committed the entire independent faction
of the industry to support of the plan.

The Petroleum Administrative Board in Washington yes-
terday (Friday) heard protests from Governor L. A. Miller
of Wyoming and Governor F. H. Cooney of Montana, both
charging that the proposed gasoline prices will diseriminate
unduly against users in their States.

The opposition of Governor Miller to the proposed schedule
was based on an alleged “freak” grouping of States in the
schedule, his testimony disclosed. He contended that
Wyoming refiners would in consequence have to include in

their prices much higher freight charges than neighboring -
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States, which will result in increasing gasoline prices to
levels materially above those prevailing in other States.

Montana consumers, using gasoline refined in Wyoming
mainly, will find prices unduly advanced under the proposed
schedule, Governor Cooney contended. Current prices of
gasoline in his State, he continued, are 25 cents to 26 cents
a gallon, materially above those charged in the Distriet
of Columbia, which is hundreds of miles away from the
refining areas.

Public hearings on the price-fixing plan in full will begin
before the Board starting Monday, and the trade expects
some extremely interesting discussions between proponents
of the move and its opponents. The majority of the major
units in the oil industry are against price-fixing. But, it
should be remembered, indications are that Secretary Ickes
and his assistants who formulate the final policies of the
oil-governing group are firmly in favor of Government
control unless the industry gives adequate proof that it
can manage its own affairs.

One important factor that is of vital interest to the oil
trade is the increasing threat to the stability of oil prices
in California from the eurrent price war raging in the retail
gasoline market which has brought quotations down 6 cents
a gallon for all three grades marketed within slightly more
than a month.

While there were no price changes posted during the week,
trade reports that oil companies will voluntarily advance
prices before Dec. 1 to the levels set in the tentative fixed-
price list issued by Secretary Ickes continue to be heard.

The allowable production in Texas was lowered to 868,412
barrels daily by the Texas Railroad Commission, effective
Thursday morning. The Federal allowable for the State
is 875,000 barrels daily. Included in the new order was a
provision prohibiting the transportation of oil from any
field in the State until the local refinery demand had been
met.

There were no price changes posted during the week.

Gasoline Service Station, Tax Included.

New York...----- $.185 | Detroit-.-- | Minneapolls. ... __ $.159
Atlanta . _ 1914 | Houston. New Orleans._ . .193
Baltimore 203 Jacksonvil Philadelphia . .

Boston. . 185 Kansas City el San Francisco:

Buffalo. . | Louisville. - - .. .- ¥ Third grade..... 15
Chicago- - ccmaeaae A r Los Angeles: Above 65 octane. .
Cineinnati. . oo~ > Third grade----- 128 Premium 2
Cleveland . « - - o - 21 Standard. - ---- 145

Denver.. et = sions 195 Premium. ..o~ 165

REFINED PRODUCTS—GASOLINE WAR ON WEST COAST
CONTINUES UNABATED—PRICES AGAIN SLASHED—
MIDWEST BULK MARKETS FIRM—LOCAL DEMAND FOR
GASOLINE MODERATELY STRONG WITH PRICES STEADY.

The bitter competitive struggle for gallonage on the West
Coast continues to rage unabated with all major factors
again slashing retail prices, the third consecutive cut, posted
Wednesday, within the past month or so bringing quotations
down six cents a gallon on each of the three grades.

Originating in the southern California area, the price
war’s latest development was a reduction of one cent a gallon
on first and second grades of gasoline and 114 cents on third
grade. The new prices are 1514 cents for ethyl; 1215 cents
for standard, and 11 cents for third grade. The announce-
ment of the cut followed by a day, the disclosure that a
representative of the Interior Department had left for
California to investigate general conditions in the State’s oil
industry.

The latest cuts are effective in the chief marketing areas
of California, with the exception of the San Francisco Bay
territory where quotations are maintained unchanged. The
companies making the announcement stated that the cuts
were to meet competition. )

Previously announced cuts were accompanied by warnings
from Pacific Coast oil factors that if the price cuts continued
to spread, it was increasingly probable that the weakness in
the retail gasoline market might well affect the State’s erude
oil price structure unfavorably.

No such statement was made following the latest reductions
but it is held more than likely that crude oil prices must of
necessity be adversely affected unless the gasoline price
structure is strengthened.

0il men point out that the Administration’s entire program
for restoring prosperity to the petroleum industry is based
on raising prices. With prices in the California retail gaso-
line market continuing their slump unchecked in one of the
bitterest gallonage struggles witnessed in the industry in
recent times, the seeming unwillingness of the Administration
to take immediate steps, under the power granted it in the
petroleum code, to suppress this price-war has caused some
comment in the grade. Short of dispatching a representative
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to investigate conditions in general, no official recognition
of the chaotic price conditions has been taken.

However, the closeness of the date set for Federal control
over prices is held by some factors to be a dominating factor
in the Administration’s apparent blindness in this matter.
If the Government follows through its announced intention
of establishing fixed prices on Dec. 1, although this week
Harold L. Ickes, oil administrator, indicated that some delay
may be necessary, the situation on the West Coast will
automatically be corrected.

Other gasoline marketing centers throughout the country
showed continued firmmness-in both wholesale and retail
prices with sentiment in the trade aided by the impending
of Federal control of the Nation’s prices for petroleum and its
products.

It is possible, however, that the industry will itself make
the necessary price adjustments to bring the price structure
within the levels which have been indicated as satisfactory
by the Administration and many factors in the industry hold
that such a move will be made before the Dec. 1 deadline.

With most of the major units in the industry co-operating
in the absorption of stocks which might have had a tendency
to send quotations in the Mid-west bulk gasoline market
lower, a firm to strong price list was reported in this area.
Spot movements are confined mainly to routine shipments
and the majority of distributors seem to be well covered on
immediate needs. At the close of the week, demand was
sufficient to push prices slightly higher with 60-64 octane
gasoline quoted at 5 to 514 cents a galloon, against 454 to
434 cents a gallon previously.

In the local market bulk gasoline quotations were main-
tained largely unchanged with increasing stabilization in the
retail trade as NRA officials continue their drive on price
wars having a beneficial effect on sentiment.

The firmness of local quotations, in the face of the usual
seasonal decline in demand from consumers, is attributed
mainly to the proposed price fixing program of the Ad-
ministration. Some minor concessions have been reported in
tank car offerings in the local area but these are small and
the majority of the larger marketeers are holding to the
published lists.

Opposition to some provisions of the proposed price lists
governing fuel oil prices continued strong with factors
engaged in this branch of the trade announcing their deter-
mination to state their objections at the public hearings
next week in an effort to eliminate the troublesome provisions.

The cold snap has increased the demand for fuel oils and
prices have reflected this in increased firmness. Marketeers
are holding bunker fuel oil, Grade C, at $1.10 a barrel,
refinery, while Diesel oil, which also was in demand, held
at $1.95 a barrel, refinery.

Kerosene has also benefited from the colder weather and
with consumption rising, refiners report a more active demand
for spot deliveries. Water-white 41-43 kerosene is firmly
maintained at 514 to 514 cents a gallon refinery, tank car
lots.

Price changes follow:

Nov. 15.—All major factors in the southern California marketing area
cut retail prices of gasoline from 1 to 14 cents a gallon. New service
station quotations are 1514 cents a gallon for Ethyl; 1214 cents for standard
and 11 cents for third-grade. .

Nov. 17.—Mid-Continent bulk gasoline was moved up to 5 to 53{ cents
a gallon from 45§ to 43{ cents a gallon previously quoted,

Kerosene, 41-43 Water White, Tank Car, F.0.B, Refinery.
New York: Chieago. $.0274-.03}4 | New Orleans, ex. ...$.0334
(Bayonne) ..$.05)4{-0514 | Los Ang., ex.. .043{-.06 |Tulsa .0414-.0334
North Texas....... .03

Fuel Oil, F.O.B Refinery or Terminal.
N. Y. (Bayonne): California 27 plus D Gulf Coast C $

95
Bunker C . $.75-1.00 [ Chicago 18-22 D. .4214-.50
Diesel 28-30 D.... 1.95|New Orleans C .80 | Philadelphia C .85
Gas Oil, F.O.B, Refinery or Terminal.
* N. Y. (Bayonne): iChlcmzo: THIeR e et ne. $.01%
28 plus G 0..8.033¢-.04! 32-36 G O....___ $.013¢

U. S. Gasoline, Motor (Above 65 Octane), Tank Car Lots, F.O.B. Refinery.
N. Y. (Bayonne): N. Y. (Bayonne); Chicago..coov.. $.05-.05%¢
Standard OIIN. J.: Shell Eastern Pet.$.0675 | New Orleans, ex.. .
Motor, U. S...8.07 |New York: Arkansas__.
62-63 octane... .0625| Colonial-Beacon.. .0650 | California_ - ... .05-.
vStand. Ol N, Y_. . X L0675 | Los Angeles, ex. .043{-.07
Tide Water Oll Co . f - 0625 - 6
xRichfleld Oil(Cal.) . Republic Ofl. ...
Warner-Quin. Co. . Sinclair Refining.
x Richfleld ““Golden.” z‘Fire Chlet," $.07.

Isa. 5
Pennsylvania. ..

0650
W06}
v Long Island City.
—_——

Crude Oil Output Again Falls Off—Total for Week
Ended Nov. 11 1933 is 65,200 Barrels Daily under
the Quota Allowable by Secretary of the Interior
Ickes—Inventories of Gas and Fuel Oil Stocks
Decreased.

The American Petroleum Institute estimates that the
daily average gross crude oil production for the week ended

Nov. 11 1933 was 2,273,300 barrels, 65,200 barrels below

- Lo d
3567
the allowable figure effective Oct. 1 1933 which has been set
by Secretary of the Interior Ickes. The current figure com-
pares with 2,300,750 barrels per day produced during the
week ended Nov. 4 1933, a daily average of 2,341,700 barrels
during the four weeks ended Nov. 11 and an average daily
output of 2,134,350 barrels during the week ended Nov. 12
1932.

Inventories of gas and motor fuel stocks declined 1,273,-
000 barrels during the week, or from a total of 129,041,000
barrels at Nov. 4 to 128,041,000 barrels at Nov. 11 1933.
In the preceding week inventories were increased by 701,000
barrels.

Further details, as reported by the American Petroleum
Institute, follow:

Imports of crude and refined oil at principal United States ports totaled
462,000 barrels in the week ended Nov. 11, a daily average of 66,000 barrels
compared with a daily average of 92,607 for the last four weeks.

Receipts of California Oil at Atlantic and Gulf ports totaled 438,000
barrels for the week, a daily average of 62,571 barrels, against a daily
average of 78,214 over the last four weeks.

Reports received for the week ended Nov. 11 from refining companies
controlling 92.4% of the 3,616,900 barrel estimated daily potential refining
capacity of the United States, indicate that 2,084,000 barrels of crude oil
daily were run to the stills operated by those companies and that they had
in storage at refineries at the end of the week, 28,417,000 barrels of gasoline
and 128,041,000 barrels of gas and fuel oil. Gasoline at bulk terminals,
in transit and in pipe lines amounted to 20,225,000 barrels. Cracked
gasoline production by companies owning 95.1% of the potential charging

capacity of all cracking units, averaged 443,000 barrels daily during the
week.

Chronicle

DAILY AVERAGE PRODUCTION OF CRUDE OIL.
(Figures in Barrels)

Average
4 Weeks
Ended
Nov. 11

1933.

xFederal Actual Production
Agency

Allowable

Effective
Oct. 1.

495,000
116,000

Week
Ended
Nov. 12
1932,

397,300
95,650

Week End.
Nov. 4
1933.

Wegk ‘End.

Oklahoma
Kansas.__

479,600
109,400

429,300
104,300

45,250 44,150 45,950
5 & 56,050 47,550

- 2 23,7¢ 25.100
154,500
49,400

350,950
26,750

52,300

57,500
Southwest Texas 45,350
Coastal Texas (not incl.

Conroe)

39,750
99,900
878,500

44,400

105,650 107,550 110,700

863,200

965,000 975,200 | 964,250

25,350
50,550

26,250
49,350

70,000 75,9C0
33,000
94,200
30,000
30,050
6,450
2,400
41,400

455,000 | 477,600 | 470,900 475,700

2,338,500 12,273,300 12,300,750 12,341,700 12,134,350

x These allowables became effective Oct. 1, subject to reduction (1) by the amount
of such withdrawals from crude oll storage, the total not to exceed 95,000 barrels
per day, and definitely apportioned to various produeing States, as are permitted
by the Planning and Co-ordination Committee and approved by the Petroleum
Administrator, and (2) by the amount that any given area may have over-produced
the allowables in effect during the Sept. 8-30 period.

Note.—The figures indlcated above do not Include any estimate of any oil which
might have been surreptitiously produced.

CRUDE RUNS TO STILLS, MOTOR FUEL STOCKS AND GAS AND FUEL

OIL STOCKS, WEEK ENDED NOV. 11 1933.
(Figures in Barrels of 42 Gallons Each.)

75,600

32,550
101,400
29,850
30,200
7,000
2,500
41,950

74,950

32,750
97,400
29,550

Arkansas

Eastern (not incl. Michigan)
Michigan

Wyoming

Montana. .

Colorado. - ..

New Mexico

California,

2,750
31,500
472,550

Crude Runs

Daily Refining Capacity
of Pl to Stills.

lants.

a Motor
Fuel
Stocks.

Reporting.
Total.

582,000
139,700
425,000
379,500
165,100
527,500
162,000

00

63,600, 78. y 5| 838,000
821,800| 96.9 14,305,000

Potential

Daily
Average.

14,497,000
2,085,000

Inland Texas...
Texas G
Louisiana Gulf..
No. La.-Ark....
Rocky Mountain| 80,700
California.

s 727,000
848,200 95,785,000

Totals week:
Nov. 11 1933.(3,616,900(3,342,700| 92.4(2,084,000, b52242000/128,041,000
Nov. 4 1933.13,616,900'3,342,700! 92.42,119,000' 51,992,000'129,314,000

a Below are set out estimates of total motor fuel stocks in U. S. on Bureau of
Mines basis for week of Nov. 11, compared with certain November 1932 Bureau
figures:

A. P. 1. estimate on B. of M. basis, week Nov. 11 1933
A. P. I. estimate on B. of M. basls, week Nov. 4 1933.
U. 8. B, of M. motor fuel stocks, Nov. -50,919,000 barrels
U. 8. B. of M. motor fuel stocks, Nov. 30 1932 51,054,000 barrels

b Includes 28,417,000 barrels at refineries, 20,225,000 at bulk terminals, in
transit, and pipe lines, and 3,600,000 barrels of other fuel stocks.

e
Petroleum Planning Committee Defends Oil Price
Fixing as Needed to Establish Stability in In-
dustry—Denies Policy Will Add Huge Sums to
Companies’ Incomes—Gasoline Advance Termed
Unavoidable.
A vigorous defense of the principle of price fixing in the
petroleum industry was made on Nov. 12 by the Planning

54,040,000 barrels
-53,790,000 barrels
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and Co-ordination Committee, set up under the oil eode.
A statement issued by the Committee, replying to attacks
against the price fixing schedules which are to become effec-
tive Dec. 1, after a public hearing, labeled as *“misleading”
arguments that price fixing will add huge amounts to incomes
of oil companies. The statement said:

““We feel that it should be pointed out that gasoline has been selling con-
siderably below cost; and that to put this commodity on a cost of supply
basis some increases in prices are unavoidable,” the Committee stated.

“It is not to be supposed, however, that such increases represent added
net income to the oil companies. In the main these increases will merely
make up losses due to below cost selling. For this reason, published esti-
mates of huge increases in oil company earnings are misleading the public
and should be corrected.”

Remarking that the order by Secretary Ickes on price
fixing ““is not a tentative recommendation,” the statement
of the Planning Committee declared that it ‘“‘has in all
respects the effect of law, except in so far as the schedules
may be modified as a result of hearings before the Petroleum
Administrative Board.” The Committee stated:

The principle on which the order is based is in our opinion not to be
affected by these hearings. By reference to the Oil Administrator’s order
it will be observed that it is based on the fact that an emergency exists and
that this emergency requires the action taken by the Administrator to
correct existing abuses and prevent further demoralization.

The theory of the order is that selling below fair average costs is destructive
and unfair competition and subversive of the objectives of the National
Recovery Act. In addition to the authority of that Act the order is also
justified by the prohibition of the Clayton Act against selling below cost.

During the impending hearings and under the operation of the order,
any inequities that develop can, and, of course, will, be corrected.

It should be emphasized that the price schedules put into effect are not
in any sense permanent either as minimum or maximum of the future,
and that free price competition above the recommended minimum prices
will continue to exist.

The immediate effect of the Administrator’s order will be to end price
wars which have heretofore occurred even where production was under
strict control; and the operation of the order as a whole, taken together with
the Administrator's effective measures for the control and movement of
production, limitation of imports, refinery runs, and withdrawals from stor-
age, will be to establish stable and more satisfactory conditions throughout
every branch of the industry.

The Committee is of the opinion that in so far as it may be called upon
to do so, it can amply justify the recommendations it has made as to cost
recovery schedules,

Various subcommittees of the Planning and Co-ordination Committee,
and the regional committees, are making assiduous efforts to clarify mis-
understandings, provide interpretations of all sections of the code, and in
these respects, as well as to measures of enforcement, great progress has been
made in overcoming difficulties to be expected in such an undertaking as
the execution of the Recovery Act and the code imposed upon the industry.

The Committee understands its main objective to be one of wholehearted
co-operation with the Administration in carrying out to the fullest extent
the purposes of the Recovery Act.

It should be emphasized, however, that under the code and the terms of
its promulgation by the President, the industry continues to be self-

governing,
There is no desire or intent to evade the responsibilities nor to surrender
the privileges inherent in this status.

Secretary Ickes Rejects Plan Suggested by Wirt Frank-
lin for Vesting Oil Industry Control in Planning
Committee.

Wirt Franklin, President of the Independent Petroleum
Association of America and Chairman of the Planning and
Co-ordination Committee enforeing the oil code, on Nov. 13
urged oil men to appeal to Secretary Ickes that control of the
industry be vested completely with the Committee. Mr.
Ickes, as Oil Administrator, replied on the following day that
he had no intention of relaxing his control over Federal
efforts to re-establish an industry that had failed satis-
factorily to govern itself. Mr. Franklin had made his appeal
in an address at Tulsa, Okla., where he was re-elected by the
independent group. In his statement in reply, Secretary
Ickes said:

1t is the intention of the Oil Administrator to conserve the powers delegat -
ed to him by the President and to exercise those powers whenever there is
necessity for so doing in the interest of the industry.

I may say also that up to the time that the oil code was adopted the oil
industry had all the opportunity in the world to be such a self-governing
industry as Mr. Franklin now says that it ought to be. I doubt whether
he represents any considerable sentiment in the oil industry itself if he
advocates a return to the state of confusion, of cutthroat business methods,
of undercutting of prices, of selling crude oil below the cost of production,
of gasoline price wars, from which the oil industry suffered when it was a
“self-governing industry."

——

¢Metal and Mineral Markets” for November 16 Reports
that Domestic Quotations for Metals Steady as
Dollar Continues to Move Downward.

The downward movement of the dollar in terms of gold
nearly obliterated all other factors that enter into the market-
ing of non-ferrous metals. Even developments in connec-
tion with the copper code exerted little influence on the
situation. Traders, in view of the world-wide unsettlement
in monetary units, were more disposed to sit tight than take
a position one way or the other. Sentiment favored higher
prices under the circumstances, but the actual movement
of goods has not yet improved, and to discount the future was
deemed too hazardous. Copper sold at moderately higher
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levels, contrasted with the week previous, but the advance
was caused chiefly by the threat of foreign bidding for metal
in the form of either scrap or virgin copper. Lead was steady
on moderate activity, with zine firmer in tone. Tin advanced
sharply on the uplift in sterling exchange. Platinum was
raised to $38 per ounce, in sympathy with gold. Silver
touched 45¢. per ounce, a new high for the movement. The
same publication says:
Copper Sells at 8}4c.

The fall in the dollar has temporarily removed selling pressure from the
market for copper, and, with at least some progress on the copper code,
inquiry has improved. Sales for the week came close to 4,500 tons, a fair
total contrasted with recent weeks. The market opened the week (Thurs-
day) with sales on the basis of 8c. per pound, delivered Connecticut, prompt
and nearby shipment. On Friday, Nov. 10, sales were reported at prices
ranging from 8c. to 8}{c., with market quotably unchanged on Saturday.
By Monday the minimum at which sales were reported was 8.20c., delivered,
though most sellers held out for 8!{c. The week closed with business re-
ported on the basis of 8{c.

Deputy Administrator King spent both Tuesday and yesterday in New
York to confer with producers in an effort to hasten the adoption of the
copper code. Most of the divergent views have been ironed out, and it was
generally felt that producers and custom smelters now stand apart on only
one important point—namely, sales quotas. This, of course, is a serious
bone of contention and in some quarters it was felt that little short of pres-
sure from Washington could bring about a speedy settlement.

The copper statistics for October were much in line with expectations.
United States stocks declined by about 8,000 tons, bringing the total held
here down to about 520,000 tons. Stocks abroad increased moderately, ,
so that the so-called world stocks at the end of October amounted to 633,000
tons, against 638,500 tons a month previous. United States production
during October came to 33,500 tons, about half of which was produced from
secondary sources.

A summary of the copper statistics circulated privately in the industry,
covering the months of August, September and October, in short tons, fol-
lows:

Produciion—
United States
Foreign

- Aug. Sept.
0 33,000
62,500 63,500

95,500 97,000
Deliveries—

United States 37,500 36,500
Foreign 67,000 58,000

102,500 104,500
‘World stocks x. 653,000 638,500
x Copper held by producers credited with about 90% of the world's pro-
duction, and includes metal stored for account of fabricators.
Stocks of copper, refined and rough, in British official warehouses at the
beginning of November totaled 32,544 long tons, against 33,352 tons a month
previous.

Oct.
33,500

Fair Sales of Lead.

Demand for lead last week was fair, with prices unchanged at 4.30¢., New
York, the contract settling basis of the American Smelting & Refining Com-
pany, and 4.15¢., St. Louis. Although the total sales volume was somewhat
less than an average week's business, it represented a distinct improvement
over the preceding seven-day period. Much of the buying consisted of
small lots for prompt or nearby delivery, tactics indicative of purchasing to
cover immediate requirements. Battery manufacturers were the principal
buyers, with tin-foil interests also acquiring a fair tonnage. The lack of a
more active consumer interest in the metal was generally attributed to wide-
spread uncertainty concerning the financial policy of the national adminis-
tration. Furthermore, the view was expressed that, following the heavy
buying of lead several weeks ago, some recession in sales volume was to be
expected.

Sales of lead for November shipment, according to statistics circulating
in the industry, already total about 28,200 tons, which figure compares
with about 28,500 tons for the entire month of October. Sales for De-
cember shipment have reached about 10,300 tons.

Zinc Market Firmer.

Owing chiefly to the fact that sellers now believe that the uncertainty
injected into the situation by the producers of ore in the Tri-State District
has been removed, the market for zinc developed an improved tone, and
prices were easily maintained on the basis of 4.50c. per pound, St. Louis,
for Prime Western. A moderate business was transacted almost daily,
covering prompt as well as December-January deliveries. Late in the
week several sellers were not at all anxious for further business covering
January at prevailing quotations. The moderate upturn in steel opera-
tions, as disclosed in the weekly report of the American Iron and Steel
Institute, was construed as a favorable development,

Tin Irregular.

Marked irregularity in prices, as a result of wide movements in sterling
exchange, was the outstanding feature of the tin market last week. At
the beginning of the seven-day period the price level stood at about 53c.,
buy by Monday a 53.75¢. basis prevailed. On Tuesday sales were made
at 55¢., and at yesterday's close the metal was nominally quoted at 56c¢.,
the highest quotation since January 1928. Despite these sharp changes
in price level, a fair volume of business was transacted each day up until
yesterday, when rapidly rising prices drove buyers out of the market.

An increase in the price of tin plate on Dec. 1 is generally expected,
inasmuch as rolling mills have recently received some sizeable orders
against 1934 requirements of tin-plate consumers. Capacity operations of
tin-plate mills will continue throughout the remainder of the year, accord-
ing to reports in the trade.

Chinese tin, 99%, prompt shipment, was quoted as follows: Nov. 0,
51.50¢.; 10th, 51.90c.; 11th, 51.50¢.; 13th, 52.25¢.; 14th, 53.45¢.; 15th,
54.00¢.

——
American Tin Consumption Shows Large Increase—
United States Accounted for 16,900 Tons of Total
World Increase of 18,000 Tons.

Increased American consumption of tin, which for the 12
months ended August 1933 was 489, greater than for the
full year 1932, has accounted principally for the gain in
world consumption this year, according to the latest sta-
tisties prepared by The Hague statistical office of the Inter-
national Tin Research and Development Council. © An
announcement issued with regard to the statistics continued:
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Total world consumption for the 12 months ended Aug. 31 1933 amounted
to 118,000 tons, an increase of 18,000 tons over 1932, and of this increase
the United States contributed 16,900 tons.

At the same time European consumption increased by approximately
1,600 tons, and of this amount France contributed 1,300 tons. Increases
in consumption were also recorded by Russia, Germany, the Netherlands,
Italy, United Kingdom, Sweden, Norway, Denmark, Poland and Japan.
Decreases in consumption took place in British India, Canada, Belgium,
Spain, Czechoslovakia and Switzerland.

Of the principal tin consuming industries, the tinplate industry, during
the 12 months ended August 1933, used 44,400 tons of tin, an increase of
7,400 tons or 20%, as compared with the amount used during the year 1932.

The tinplate industry in the U. 8. A. it is stated, shows an increase
of 36%, in Germany of 34%, in France of 319%, whereas the tinplate indus-
try in the United Kingdom remained much on the same level.

P .

Steel Production Sustained by Moderate Pick-up in
Orders, Says “Iron Age’”’—Current Operations at
About 269, of Capacity—Prices Unchanged.

Steel production has apparently struck at least a temporary
resistance level, reports the “Iron Age” of Nov. 16. Public
works awards are heavier, automotive steel requirements
have improved moderately, and export business has picked
up, especially in tin plate, but the combined gains have not
been sufficiently large to foreshadow a material increase in
mill operations, continue the ‘“Age,” further adding:

‘While the scheduled rate of ingot output at the beginning of this week
was 27.1% of capacity, as compared with 25.2% a week previous, reports
of current operations assembled by the ‘‘Iron Age"” reflect no perceptible

* change in production, present engagement at 26% of capacity being iden-
tical with this publication’s estimate for last week. In the Valleys the ingot
rate has risen five points to 30% and at Buffalo it has advanced three points
to 24%, but there have been declines of two points to 27 % at Chicago, one
point to 17% in eastern Pennsylvania and seven points to 25% in the

South. The Fittsburgh, Wheeling and Cleveland rates remain unchanged

at 21, 38 and 40% respectively.

Releases of full-finished sheets for Chevrolet bodies have helped sustain
operations at Lake Erie mills and in the Valleys. However, the automobile
industry will not get into volume production on new models until late in
December and is not expected to buy additionsl steel in quantity before
January or February. Similarly impending orders from the railroads for
rails and rolling stock are not likely vo affect steel output materially during
the remaining weeks of this year.

Steel releases from miscellaneous consumers are holding up fairly well,
although adversely affected by seasonal influences in some instances. A
large export order for delivery prior to Jan. 1 will enable a leading producer
of tin plate to continue capacity operations through the rest of the year.

Public works awards have taken a real spurt. Structural steel lettings, at
35,825 tons, are the largest since the first week in May and the third largest
for this year. Among outstanding awards are 9,000 tons for approach
spans for the Golden Gate bridge at San Francisco, 8,000 tons for the West
Side elevated highway, New York, and 5,000 tons for a dam at Canton,
Mo. While most of the tonnage placed during the week was for public
projects, a notable exception was 3,000 tons awarded for a mill building
of the Tennessee-Eastman Corp. at Kingsport, Tenn.

Lettings of sheet steel piling total 3,000 tons and plate awards 2,600 tons.
Chicago is in the market for 2,945 tons of cast iron pipe. San Francisco has
approved a bond issue for water main extensions requiring 18,000 tons of
steel plates and 30,000 tons of cast iron pipe.

No action has yet been taken on large-scale railroad purchases except by
the Pennsylvania, which has asked for bids on 159,000 tons of steel on
Nov. 23. Included are 100,000 tons of 112 to 152-1b. rails, 31,000 tons of
tie plates, 3,500 tons of spikes, 6,800 tons of joint bars, 600 tons of steel
wheels, and 4,500 tons of plates, shapes, bars and sheets. Deliveries are
wanted throughout the entire year 1934. The steel code bars deliveries
beyond a given calendar quarter and, while it is probable that this provision
will be amended so far as rails and track supplies are concerned, there is a
serious question as to whether such a change will be made with reference to
other materials. The Pennsylvania's inquiry for plates, shapes, bars and
sheets is evidently intended as a test of the code.

Advances in pig iron prices for first quarter are regarded as a possibility
in view of increased costs. No changes in steel prices are looked for except
on tin plate.

Scrap is dull and weak, although devoid of major changes in prices. The
“Iron Age'’ scrap composite is unaltered at $10 a gross ton. The pig iron
and finished steel composites are also unchanged at $16.61 a ton and 2.015¢.
a 1b. respectively.

THE “IRON AGE" COMPOSITE PRICES.
Finished Steel.

Nov. 14 1933, 2.015¢. a Lb. (Based on steel bars, beams, tank plates

2.015c{ wire, ralls, black plpe and sheets.
These products make 85%
United States output.

of the

1036 1
One year A0 ccccceececnncnnna 1.948¢.

ow.

Y . Apr.
Oct. 4 { Feb.
Jan. Dec.
Dec.

Oct.

July

Nov.

1933....

Pig Iron.

Nov. 14 1033, $16.61 a Gross Ton. (Based on average of basic iron at Valley
One week 8g0. . -$16.61{ furnace foundry irons at Chlcago,
One month ag - 16.61| Philadelphia, Buffalo, Valley, and Bir-
One year ago.. . 13.59 mingham.

1
Aug. 29
Jan, §
Jan. 6
Jan. 7
May 14
Nov. 27
Jan. 4

Steel Scrap.

Nov. 14 1033, $10.00 a Gross Ton. (Based on No. 1 heavy melting steel
One week ago $10.00{ quotations at Pittsburgh, Philadelphia.
One month ago. £ 10.54! and Chicago.

One year ago... - 748
High.

-$12.25 Aug.
8.50
11.33 -
15.00

- 17.58

- 16.50
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This week completes the 90-day trial period set for the
steel industry’s code, with the steel works operating rate
about 249, compared with 51% when the President signed
that document, stated the magazine ‘‘Steel’’ of Cleveland
on Nov. 13. This publication further reported as follows:

Despite this loss, however, steelmakers are convinced real progress has
been made, and that the groundwork has been laid for a more rapid rise
when present seasonal influences have run their course. The rate of decline
is slower. A year ago at this time the rate was 20%, and falling to a year-
end low of 12%.

Steadying factors are more apparent this year, and may overcome much
of the seasonal inertia. With stocks in general consumers’ hands still
heavy, only moderate buying is expected for actual requirements over the
remainder of the year. First specifications for new automobile models are
being released, and as the month progresses they will provide better mill
schedules.

Railroad buying is beginning to assume larger proportions., Co-ordinator
Eastman's announcement that most of the 844,000 tons of Government-
financed rails should be allocated within two weeks may lead to early
rolling of a substantial portion.

The Pennsylvania is taking bids, as a formality, Nov. 23 on 100,000 tons
of rails and 57,000 tons of accessories. New York New Haven & Hartford
has announced its intention to take 35,000 tons of rails and track fastenings;
Boston & Maine, 30,000 tons; Rock Island, 26,400 tons, and Maine Cen-
tral, 10,000 tons.

The Pennsylvania also is to proceed immediately with construction of
500 automobile box cars, starting its program for 7,028 new freight cars.
Award of freight cars in October increased to 514 from 23 in September;
for vhe first ten months awards of 1,611 compare with 1,687 last year and
30,797 in 1930.

New construction projects are restricted almost entirely to public works,
interspersed with a few breweries. The number of Federal-aid jobs coming
out for bids is increasing steadily, but steel awards so far are comparatively
small; for the week they were down to 7,055 tons.

Strikes in Eastern shipyards are interfering with plate orders and fabri-
cation. For nine coast guard patrol boats 1,350 tons of plates have been
awarded; and for 48 pontoons and pipe for Government work at Memphis,
Tenn., 1,150 tons. Award of 6,550 tons of iron and steel pipe has been
made for Cleveland watermains. Los Angeles has placed 2,915 tons of
cast pipe.

Iron and steel producers are cognizant of a strong feeling at Washington
against further price advances on heavy materials, and are not disposed
to take a contrary attitude. Some interests, especially pig iron sellers, are
preparing to open books for first quarter Dec. 1, which will require them
to file prices Nov. 20. Eastern iron producers are contemplating an ad-
vance, though in other districts it is believed the present state of the market
will not support a general increase, either in iron or steel. Cast pipe prices
have been raised $5 a ton.

Pig iron shipments this month are moderately ahead of those in the
comparable period in October, due to melters’ intentions to take out prac-
tically all fourth-quarter tonnage. Demand for scrap is quiet, and prices
easier.

Discontinuing its monthly report of unfilled tonnage, obviously because
under code restrictions against selling ahead it no longer accurately reflects
demand, the United States Steel Corp. is issuing instead a report on actual
shipments, the October tonnage being 512,897 tons, down only 18% from
the July peak.

October was the third consecutive month of the decline in steel ingot
production, the daily average—81,225 gross tons—being 8.6% below Sep-
tember, and lowest since May. Total output for the month was 2,111,842
tons; and for the ten months this year 19,516,437 tons, 71% more than
in the period last year.

Steel works operations in the past week in the Detroit district dropped
18 points to 37%; Youngstown, 11 to 21; New England, 5 to 75; Birmingham
5 to 20; Chicago, 2 to 29; Pittsburgh, 2 to 23; eastern Pennsylvania, 14 point
to 1824, They remained unchanged at 38% at Wheeling and 21 at Buffalo.
Cleveland advanced 10 to 46. The national average was 24%, down 1
point,

*‘Steel’s"” iron and steel composite remains $31.59; finished steel, $49.20;
while the scrap composite is off 42 cents to $9.62.

Steel ingot production for the week ended Nov. 13, is
placed at about 25149 of capacity according to the ‘“Wall
Street Journal” of Nov. 15. This was unchanged from the
preceding week. Two weeks ago the rate was 299%. The
“Journal,” added:

U. 8. Steel is estimated at 23 %, compared with 24% in the previous week
and with 279% two weeks ago. Independents are credited with 2714%,
against a shade under 264 % in the week before, and 30% two week ago.

The following table gives the percentage of production in the correspond-
ing week of the previous year, together with the approximate change from
the week immediately preceding.:

Chronicle

Industry. U. 8. Steel. Independents.

Production of Bituminous Coal Declined During Week
Ended Nov. 4 1933—Anthracite Output Off 347,000
Net Tons—This Sharp Decrease Being Due in
Part to the Observance of ‘“Mitchell Day.”

According to the United States Bureau of Mines, Depart-
ment of Commerce, estimates show that the total production
of bituminous coal during the week ended Nov. 4 1933 was
7,015,000 net tons, a decrease of 365,000 tons, or 4.9%,
from the output of the preceding week. The current figure
also compares with 7,300,000 tons produced during the week
ended Nov. 5 1932 and with 7,771,000 tons in the corres-
ponding period in 1931.

Anthracite production in Pennsylvania during the week
ended Nov. 4 1933 is estimated at 726,000 net tons. The
sharp decrease, 347,000 tons, was due in part to the occur-
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rence of ‘“‘Mitchell Day,”” which is observed as a holiday in
the hard-coal fields. The average daily rate for the five
active days, however, was lower by 18.8% than that for
the preceding week. Production during the week of Nov. 5
1932, amounted to 894,000 tons.

ESTIMATED UNITED STATES PRODUCTION OF COAL AND BEEHIVE

COKE (NET TONS)

Week Ended Calendar Year to Date.

Nov. 5
1932,

Nov. 4

1933.c 1933. ' 1932. l 1929.

Oct. 28
1933.d ’

Bitum. coal—a
Weekly total
Daily aver-.

Pa. anthra.—b
Weekly total
Dally aver__

X 00'446,29-!.000
,0001 1,712,000

61,156,000
237,500

5,711,000
21,715

b Includes
¢ Subject

7,

271,807,000(24
1,044,000}

40,700,000| 40,304,000
158,100 156,500

604,600

2,299

'7,015,()00‘7,380,0(]0(7,300,000 848
1.160,000‘1,230,000 1,217,000 g

726,000/1,073,000/ 894,000
145,200| '178,800| 149,000

Beehive coke—
Weekly totall 19,500{ 13,2000 19,100/ 659
Dally aver.__ 3250 22000 3,183l 2

a Includes lignite, coal made into coke, local sales, and colliery fuel.
Sullivan County, washery and dredge coal, local sales, and colliery fuel.
to revision. d Revised.

800
,509

ESTIMATED WEEKLY PRODUCTION OF COAL BY STATES (NET TONS)a

Week Ended
Oct. 1923
Average.a

State.
Oct. 31

1931.

197,000
123,000
168,000
952,000
301,000
80,000
122,000
662,000
190,000
45,000
14,000
57,000
34,000
45,000
400,000
1,922,000
94,000
15,000
91,000
211,000
51,000
1,682,000
525,000
117,000
2,000 4,01

11,310,000
1,968,000

Oct. 22
1932.

178,000
113,000
126,000
868,000
326,000

75,000

Oct. 29
1932.

190,000

Oct. 28
1933.

Oct. 21
1933.

184,000

91,000
145,000
829,000
317,000

64,000
118,000
665,000
149,000

29,000

167,000 398,000
81,000
137,000
880,000
334,000
60,000
134,000
670,000
168,000
30,000
8,000
70,000
23,000

Alabama

Arkansas & Okla. ...
Colorado

Illinols_ _ -

Indiana.

Iowa.

Kansas and Missouri
Kentucky—Eastern -

Maryland . .
Michigan .
Montana. . .-
New Mexico. .-
North Dakota. .
Ohl

8,000
56,000
23,000
68,000
419,000
1,390,000
59,000
15,000
57,000
167,000
25,000
1,568,000
464,000
115,000

5,000

9!
7,030,000
1,073,000/1,090,000
8,453,00018,120,000 13,278,000

a Figures for 1931 and 1923 only are final. b Includes operations on the N. & W.
C. & O,., Virginian, K. & M. and the B. C. & G. c Rest of State, including
Panhandle.

1,878,000
78,000
14,000
76,000

185,000
35,000
1,637,000
376,000
115,000
4,000

7,475,000
1,001,000

8,476,000

231,000
68,000
1,488,000
805,000
184,000
4,000

Virginia_ . -

‘Washington

West Va.—South.b.
Northern.c......

‘Wyoming - ...

Other States

1,725,000
422,000
111,000
5,000

7,850,000
1,367,000

8,100,000
1,309,000

9,409,000

Total bitum. coal.|7,380,000

Penn. anthracite....

Total coal 9,217,000
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Shipments of Anthracite Declined During October 1933.

Shipments of anthracite for the month of October 1933, as
reported to the Anthracite Institute, amounted to 4,146,978
net tons. This is a decrease, as compared with shipments
during the preceding month of September, of 74,949 net
tons, or 1.789%, and when compared with October 1932,
shows a decrease of 623,329 net tons, or 13.07%. Shipments
by originating carriers (in net tons) are as follows:

Oct. 1’)33.})&&'11[.1!)33

Month of— xOct. 1932.| Sept. 1932

714,666
530,318
321,497
427,499
440,054
404,771

425,010
236,998 241,547
198,771 158,921

4,770,307! 3,664,233

1,091,899

Reading Company
751,215

Lehigh Valley RR_

Central RR. of New Jersey

Delaware, Lackawanna & Western RR
Delaware & Hudson RR. Corp
Pennsylvania RR

Erle RR

N. Y. Ontario & Western Railway-..
Lehigh & New England RR.

315,395
464,682 527,12¢
403,454

,633 539,319
477,196 564,051
146,766
228,307

Totale oo oo cacsaacaioao—a—=--] 4,146,978 4,221,927

* Revised.

ol
40,000 Striking Anthracite Miners Return to Work
After Assurance that National Labor Board Will
Investigate Conditions—Fact-Finding Committee
Named by Senator Wagner.
The strike of 40,000 anthracite coal miners was ended on
Nov. 13, when the men returned to work on assurances that
the National Labor Board would investigate conditions in

the strike area. The strikers were all members of the United
Anthracite Miners of Pennsylvania, a union opposed by the
United Mine Workers of America, and their demands
included the recognition of their organization by the coal
operators. Senator Robert F. Wagner, Chairman of the
National Labor Board, announced on Nov. 13 the personnel
of the fact-finding committee that will make an investigation
and report to the board. The members of the committee
were listed as follows in a Washington dispateh to the New
York “Times’’:

The commictee consists of Charles P. Neill, for 25 years umpire of the
Anthracite Conciliation Board, Chairman; Dr. Elmer F. Andrews, New:
York State Commissioner of Labor, and Dr. Hugh 8. Hanna, editor of the
“Labor Review,"” United States Department of Labor.

Chairman Wagner explained that the Commission was appointed in
accordance with the National Labor Board's decision to establish a fact-
finding committee to make the fullest investigation on all complaints about
conditions and practices in the Wilkes-Barre-Scranton area.

“The conditions which we laid down seem to have been fulfilled,” he
said. ‘“Picketing and other actions preventing men from returning to work
hava been discontinued. The orders to the fact-finding commission are
to start at once, to complete their task as rapidly as possible and to report
to the board. They will hold hearings in the anthracite area."

Current Events

‘and Discussions

The Week with the Federal Reserve Banks.

The daily average volume of Federal Reserve Bank credit
outstanding during the week ended Nov. 15, as reported by
the Federal Reserve banks, was $2,577,000,000, an increase
of $13,000,000 compared with the preceding week and of
$372,000,000 compared with the corresponding week in 1932.

On Nov. 15 total Reserve B.a.nk credit amounted to $2,564,000,000, an
increase of $22,000,000 for the week. This increase corresponds with
increases of $67,000,000 in member bank reserve balances and $2,000,000
in unexpended capital funds, non-member deposits, &c., offset in part by
an increase of $27,000,000 in Treasury currency, adjusted, and a decrease of
$19,000,000 in money in circulation.

The System’s holdings of discounted bills, of United States Treasury notes,
and of Treasury certificates and bills show little change for the week, while
holdings of bills bought in open market increased $8,000,000 and of United

States bonds $2,000,000

Beginning with the statement of May 28 1930, the text
accompanying the weekly condition statement of the Federal
Reserve banks was changed to show the amount of Reserve
Bank credit outstanding and certain other items not included
in the condition statement, such as monetary gold stocks and
money in circulation. The Federal Reserve Board’s explana-
tion of the changes, together with the definition of the differ-
ent items, was published in the May 31 1930 issue of the
“Chronicle” on page 3797.

The statement in full for the week ended Nov. 15, in com-
parison with the preceding week and with the corresponding
date last year, will be found on subsequent pages, namely,
pages 3641 and 3642.

Beginning with the statement of March 15 1933, new
items were included as follows:

1. “Federal Reserve bank notes in actual circulation,” representing the
amount of such notes issued under the provisions of paragraph 6 of Section 18
of the Federal Reserve Act as amended by the Act of March 9 1933.

2. “Redemption fund—Federal Reserve bank notes,” representing the
amount deposited with the Treasurer of the United States for the redemption
of such notes.

3. “Special deposits—member banks,” and ‘Special deposits—non-
member banks,” representing the amount of segregated deposits received
from member and non-member banks.

A new section has also been added to the statement to show the amount
of Federal Reserve bank notes outstanding, held by Federal Reserve banks,
and in actual circulation, and the amount of collateral pledged against
outstanding Federal Reserve bank notes.

Changes in the amount of Reserve bank credit outstand-
ing and in related items during the week and the year ended
Nov. 15 1933, were as follows:

Increase (+) or Decrease (—)
Stnce
Nov.151933, Nov. 8 1933, Noo. 16 1932,
S

S s E
111,000,000 —1,000,000 —196,000,000
15 +8,000,000  —20,000,000
+2,000, + 581,000,000
413,000,000  —10,000,000
+22,000,000 356,000,000
—1,000,000 38,000,000
427,000,000 +1,000,000
—19,000,000

25,000,000
467,000,000  +-245,000,000
+2,000,000

Bills discounted

Bills bought

U. 8. Government securities.
Other Reserve bank credit

TOTAL RES'VE BANK CREDIT. _2,564,000,000
Monetary gold stock 4,322,000,000
1,930,000,000

Money in circulation 5,654,000,000
Member bank reserve balances.. . ...2,645,000,000
Unexpended capital funds, non-mem-

ber deposit, &o 518,000,000

————ee
Returns of Member Banks in New York
Chicago—Brokers’ Loans.

Beginning with the returns for June 29 1927, the Federal
Reserve Board also commenced to give out the figures of
the member banks in New York City, as well as those in
Chicago, on Thursday, simultaneously with the figures for
the Reserve banks themselves, and for the same week, instead
of waiting until the following Monday, before which time the
statistics covering the entire body of reporting member banks
in the different cities included cannot be got ready.

Below is the statement for the New York City member
banks and that for the Chicago member banks for the
current week, as thus issued in advance of the full statement;
of the member banks, which latter will not be available until
the coming Monday. The New York City statement, of
course, also includes the brokers’ loans of reporting member
banks. The grand aggregate of brokers’ loans the present
week shows a decrease of $32,000,000, the total of these
loans on Nov. 15 1933 standing at $707,000,000, as compared

126,000,000

City and
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with $331,000,000 on July 27 1932, the low record for all

time since these loans have been first compiled in 1917.

Loans ““for own account’” decreased from $626,000,000 to

$595,000,000, but loans “for acecount of out-of-town banks”

increased from $106,000,000 to $109,000,000, while loans

“for account of others” decreased from $7,000,000 to
$3,000,000.

CONDITION OF WEEKLY REPORTING MEMBER BANKS IN CENTRAL

RESERVE CITIES.

New York.
Nov. 1§5 1933.

6,754,000,000

Volume 137

Nov. 8 1933. Nov. 16 1932,
S
7,026,000,000
3,381,000,000

1,555,000,000
1,826,000,000

3,645,000,000

Loans and investments—total 6.778.000.000

BT T 4 e e S A e e 3,393,000,000

O et e e e e e R e 1,624,000,000
All other. 1,769,000,000

Investments—total - -« oo e ccccccmcman= 3,361,000,000

3,428,000,000

1,657,000,000
1,771,000,000

3,350,000,000

2,231,000,000 2,576,000,000
1,119,000,000 1,069,000,000

796,000,000 1,026,000,000
44,000,000 36,000,000

5,169,000,000 5,558,000,000
775,000,000 910,000,000
446,000,000 205,000,000

77,000,000 85,000,000
1,179,000,000 1,444,000,000

U. 8. Government securities. ... ... 2,231,000,000
Other securitlos. cccaacn-cccocacas 1,130,000,000

Reserve with Federal Reserve Bank.... 829,000,000
‘Cash in vault 39,000,000

Net demand deposits - - - - - ccccccmacene 5,180,000,000
Time deposits. ... -~ 774,000,000
Government deposits - - - - ceccmmaaaaaan 428,000,000

Due from banks 79,000,000
D080 DA e T L S PP e 1,179,000,000

Borrowings from Federal Reserve Bank.
Loans on secur, to brokers & dealers

For own account
For account of out-of-town bank

595,000,000
109,000,000
3,000,000

707,000,000

460,000,000
247,000,000

Chicago.
1,197,000,000

626,000,000
106,000,000
7,000,000

739,000,000

477,000,000
262,000,000

326,000,000
12,000,000
6,000,000

344,000,000

189,000,000
155,000,000

On demand
On time

1,213,000,000
681,000,000

341,000,000
340,000,000

532,000,000

Loans and Investments—total 1,131,000,000

Loans—total 676,000,000

338,000,000
338,000,000

521,000,000

311,000,000
210,000,000

378,000,000
36,000,000

1,051,000,000
339,000,000
44,000,000

181,000,000
273,000,000

659,000,000

369,000,000
290,000,000

472,000,000

Onisesuritiog. s ol dal Joe e
All other

Investments—total

280,000,000
192,000,000

279,000,000
16,000,000

882,000,000
23,000,000
26,000,000

230,000,000
318,000,000

U. 8. Government securities. .. ...
Other securities ..o —ocacaaaa.-2

323,000,000
209,000,000

372,000,000
36,000,000

1,047,000,000
350,000,000
48,000,000

171,000,000
265,000,000

Reserve with Federal Reserve Bank....
‘Cash in vault

Net demand deposits
Time deposits. . - - --
Government deposits

Due from banks
DUe L0 AN e e st o

Borrowings from Federal Reserve Bank .
——e

Complete Returns of the Member Banks of the Federal
Reserve System for the Preceding Week.

The Federal Reserve Board resumed on May 15 the
publication of its weekly condition statement of reporting
member banks in leading cities, which had been discontinued
after the report issued on March 6, giving the figures for
March 1. The present statement covers banks in 90 leading
cities instead of 101 leading cities as formerly, and shows
figures as of Wednesday, Nov. 8, with comparisons for
Nov. 1 1933 and Nov. 9 1932.

As is known, the publication of the returns for the New
York and Chicago member banks was never interrupted.
‘These are given out on Thursday, simultaneously with the
figures for the Reserve banks themselves, and cover the
same week, instead of being held until the following Monday,
before which time the statistics covering the entire body of
reporting member banks in 90 cities cannot be got ready.

In the following will be found the comments of the Federal
Reserve Board respecting the returns of the entire body of
reporting member banks of the Federal Reserve System for
the week ended with close of business on Nov. 8.

The Federal Reserve Board’s condition statement of weekly reporting
member banks in 90 leading cities on Nov. 8 shows decreases for the week
.of $30,000,000 in investments, $122,000,000 in net demand deposits and
$33,000,000 in reserve balances with Federal Reserve banks, and an increase
.of $25,000,000 in time deposits.

Loans on securities declined $9,000,000 at reporting member banks in the
New York district and $14,000,000 at all reporting member banks, *All
other' loans increased $13,000,000 in the New York district and $14,000,000
at all reporting banks.

Holdings of United States Government securities declined $45,000,000 in
the New York district, $7,000,000 in the Boston district and $17,000,000
.at all reporting banks, and increased $32,000,000 in the Chicago district.
Holdings of other securities declined $6,000,000 in the Boston district,
$5,000,000 in the Chicago district and $13,000,000 at all reporting banks.

Borrowings of weekly reporting member banks from Federal Reserve
banks aggregated $21,000,000 on Nov. 8, the principal change for the week
being a decrease of $4,000,000 at the Federal Reserve Bank of San Francisco.

Licensed member banks formerly included in the condition statement of
member banks in 101 leading cities, but not now included in the weekly
statement, had total loans and investments of $916,000,000 and net demand,
time, and Government deposits of $929,000,000 on Nov. 8, compared with
$916,000,000 and $923,000,000, respectively, on Nov. 1.

A summary of the principal assets and liabilities of the reporting member
ibanks, in 90 leading cities, that are now included in the statement, together
with changes for the week and the year ended Nov. 8 1933, follows:
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or Decrease (—)

Chronicle

(+)

Since
Nor. 8 1933. Nov. 1 1933. Nov. 9 1932.
s $

Increasé

£ $ 3
Loans and investments—total.._.16,719,000,000 —30,000,000 —263,000,000

Loans—total. o occmecnacaaaaaaa 8,593,000C,000
On securities 3,59C,000,000
AT ot e 5,003,000,000

—396,000,000
181,000,000
—215,000,000

-+-133,000,000

+-152,000,000
—19,000,000

—14,000,000
14,000,000

Investments—total. - - - - - ... 8,126,000,00C —30,000,000

U. S. Government securities. ... 5,147,000,C00
Other securities

~—17,000,000
—13,000,000

Reserve with F. R. banks_ .. ... 1,878,000,000
Cash in vault 226,000,000

10,531,000,000
-~ 4,495,000,000
999,0C6,000

—33,000,000
26,000,000

73,000,000
+36,000,0C0

—267,000,000
—171,000,000
562,000,000

—356,000,000
—431,000,000

-—122,000,0C0
-+25,00C,000
—13,000,000

Due from banks. . - - oooceoeee--- 1,154,000,000 2,000,000
DUe 10 DANKE e o aa e s s 2,676,000,C00 - 1,000,000

—3,000,000

Time deposits. ...
Government deposits

Borrowings from F. R.banks. . ... 21,000,000 —49,000,000

—_—

Canadian Government Not to Increase Tax
on Gold Production.

The Canadian Government has not considered the question
of increasing taxation on domestic gold putput, according to
a statement last week by W. A. Gordon, Canadian Minister
of Mines, who was reported as follows in an Ottawa dispatch
published in the “Wall Street Journal’’ on Nov. 10:

“The question of increasing taxation on Canadian gol(_l production has
never been discussed by the Government,” said W. A. Gordon, Minister
of Mines. *‘Our taxation on gold is on a sliding scale and the dearer the
gold the greater the revenue. It is highly improbable there \.vill be any
change, and certainly not if revenue and business conditions improve or
even remain as they are.”

Dollar Depreciation in Terms of Canadian Currency
Results in Saving on Interest Payments by Ca-
nadian Provinces.

The depreciation of the United States dollar in terms of
Canadian currency has resulted in a marked saving in interest
payments to New York by Canadian municipalities and prov-
inces, according to the Montreal ‘“Star’’ on Nov. 15. The
article, as quoted in Canadian Press advices, said:

At the City Hall it was stated to-day that the saving on interest pay-
ments to New York in thé coming year is such that, provided the exchange
situation with New York remains in its present position, the city need
not worry even if the pound sterling goes to $6. The saving, compared
with six months ago on American exchange, will more than compensate
for any loss that may be entailed on London exchange. .

Quebec Province has something like $54,000,000 of bonds on wk_uch
interest is payable in New York or Montreal funds at holder’s option.
Interest on a greater part of this falls due within two months. The city
of Montreal has about $4,000,000 coming into this category.

—_——————

Canada Considers Imposition of Dumping Duties on
Imports from This Country if United States Dollar
Continues to Fall.

The possibility of invoking a dumping duty on imports
from the United States into Canada if the margin between
the currencies of the two nations grows wider is being con-
sidered by Canadian authorities, according to Canadian
Press advices from Ottawa on Nov. 16, which read as follows

The gyrations of the United States dollar are viewed here with mixed
feelings. The situation affords some measure of relief to Canadian debtors
whose bonds are owned in the United States; but, on the other hand, one
consequence is the lowering, to the exact extent of the depreciation, of the
tariff protection at present afforded to Canadian industrialists.

In Government circles the dollar’s movements are closely followed, It
was indicated to-day that if the margin between the currencies of Canada
and the republic broadens out much more the Government will invoke
the power it already possesses under the Customs Act and impose a dump-
ing duty on imports from the United States. Up to the present no such
duty has been collected, nor have instructions been issued so to do.

Whether governmental action will take the form of fixing a proclaimed
value for the United States dollar and collecting as a ‘‘dump'’ the difference
between this and its depreciated value remains to be seen.

N —————

Montreal Stores Use United States Currency
for Change.

From Montreal Nov. 10 the New York “Journal of Com-
merce’’ reported the following:

Montrealers were to-day greeted with a sight long unfamiliar in this
city as stores began passing out United States currency as change with
purchases. With American funds at a discount here for the first time
since Great Britain abandoned the gold standard on Sept. 21 1931, trades-
men were even anxious to get rid of these bills. As a result of this an order
went out to all Canadian postmasters not to accept United States currency.
The instructions apply to 13,000 postoffices throughout the Dominion.

B o —

London Protests to Paris on Surtax—Reprisal Said
to Be Threatened Unless 169, Impost Is Lifted
Within Month-—American Goods Exempt.

The Iranco-British trade controversy, which has been
dragging along since last spring, has finally come to a climax,
said a wireless message, Nov. 15, from Paris, to the New
York “Times,” which went on to say:

It is reported in Paris to-day that Great Britain has formally requested
the suppression of the 15% surtax against British goods on account of the

depreciation of the pound, with a threat that if it is not suppressed within
a month reprisal in the form of a surtax against French goods will be taken.
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Whether such a threat has been nrade cannot be verified. Laurent Eynac,
the French Minister of Commerce, will go to London soon to talk the matter
over with the British authorities.

It was reported last spring the French had promised to suppress the surtax
in return for the £30,000,000 loan made by British banks to the French
Treasury, but nothing came of the matter then.

What the British chiefly complain about is the fact their goods are paying
a surtax while American exports, despite the depreciation of the dollar, are
paying none. Until recently the French have been able to argue the dollar
had not depreciated as much as the pound, but now it has depreciated more.
It is believed this fact has brought the question to an issue.

The British also point out that during the depreciation of the franc in
1925 they did not apply a surtax on French goods.

In authoritative quarters it is admitted that Great Britain has a good
argument on the first count, which has now forced upon the French the
alternatives of placing such a tax on American goods or suppressing it
altogether.

However, it is not as simple as it seems, because the French know very
well what sort of impression such a surtax would make at Washington at
the very time the question of importing French wines, brandies and liquors
is coming up. In Amrerican circles here it is taken for granted that it has
been only for that reason that the French Government has hesitated even
this long.

The French answer to the British is that, in the first place, only about
one-sixth of British imports are subject to the French surtax, and, secondly,
that the situation in France in 1925 was very different than the present
situation in Great Britain. French prices then were rising so fast that a
surtax was unnecessary. Moreover, the French, despite their surtax, have
an unfavorable balance of trade with Great Britain.

It is therefore believed France will either contest the British request or
ask some compensation for the abolition of the surtax. The question of trade
with Great Britain is so vital to France that it is felt some solution must

be reached.
—————

Comparative Figures of Condition of Canadian Banks.
In the following we compare the condition of the Canadian
banks for Sept. 30 1933 with the figures for Aug. 30 1933

and Sept. 30 1932.
STATEMENT OF CONDITION OF THE BANKS OF THE DOMINION OF
CANADA.

Assets. Sept. 30 1933.|Aug. 30 1933.| Sept. 30 1932,

Current gold and subsidiary coin—
In Canada
Elsewhere

S
38,518,422
16,960,836

55,479,261

3
39,210,166
9,893,095

490,103,264

$
38,946,846
9,940,117

48,886,963

Dominjon notes—
In Canada 127,204,244
Elsewhere 10,022

Total. - cceeeae Feeecccccmmcccemann 127,214,267

Notes of other banks

United States & other foreign currencies.

Cheques on other banks

Loans to other banks in Canada, secured,
including bills rediscounted

Deposits made with and balance due
from other banks in Canada

Due from banks and banking correspond-
ents in the United Kingdom

Due from banks and banking correspond-
ents elsewhere than in Canada and the
United Kingdom

Dominion Government and Provincial
Government securities

Canadian munieipal securities and Brit-
ish, foreign and colonial public securi-
ties other than Canadian

Rallway and other bonds, debs. & stocks|

Call and short (not exceeding 30 days)
loans in Canada on stocks, debentures,
bonds and other securities of a suf-
ficlent marketable value to cover.
Elsewhere than in Canada.

Other current loans & disc'ts in Cana

112,385,913
10,196

112,396,111
9,517,518

16,899,296
90,012,317

132,065,608
11,335

132,076,944

8,814,201
21,561,507
75,350,383

11,709,158
19,172,422
78,872,591

3,512,236
23,081,638

3,637,815
21,059,960

3,566,865
13,936,989

62,304,385
663,157,371

66,400,218,
645,879,870

87,130,741
494,202,066

152,166,403

162,141,482
52,874,237

55,690,262

165,079,205
55,161,161

114,054,355
95,193,231
1,003,044,855
158,984,914
22,193,954
116,621,877
13,456,511
7.510,487
6.284,693
79,924,670
48,266,924
6,594,208
23,081,732
13.150,936

1,489,931

110,030,403
126,022,215
904,822,716
146,908,111
17,234,456
108,497,738
14,277,970
8,002,391
6,266,010
78,680,072
47,971,795
6,493,975
20,681,732
13,245,903 13,183,520
1,548,277 1,499,952

2,866,426,639|2,819,371,507)2,798,935,182

105,035,628

Loans to the Government of Cana

Loans to Provincial Governments

Loans to citles, towns, municipalities
and school districts

Non-current, loans, estimated loss pro-

19,702,127
121,517,701
14,440,210
7,964,914
6,298,374
78,840,219
46,723,561

6,487,469
2C,681,732

Real estate other than bank premises. ...
Mortgages on real estate sold by bank..
Bank premises at not more than cost,
less amounts (if any) written off
Liabilities of customers under letters ol
cradit as per contra
Deposits with the Minister of Finance for
the security of note circulation
Deposit in the central gold reserves
Bhares of and loans to controlled o8- .
Other assets not included under the fore
going heads

Total assets

133,241,528
15,898,370
23,000,000
31,867,029

480,662,806

129,291,890
40,142,812
44,344,000
27,474,878 27,407,844

401,783,798( 483,842,674

1,372,184,120(1,372,712,533|1,359,389,475
206,878,318 207,709,537 307,144,396

141,055,653

72,021,216
40,744,000

Notes in circulation

Balance due to Dominion Govt. after de-
dueting adv, for credits, pay-lists, &c.

Advances under the Fi Al

Balance due to Provincial Governments

Deposits by the publie, payable on de-
mand in Canada

Deposits by the public payable after no-
tice or on a fixed day in Canada

Deposits elsewhere than in Canada

Loans from other banks in Canada, se-
cured, | bills redi; dosns

Deposits made by and balances due to.
other banks in Canada.

Due to banks and banking corespond-
ents in the United Kingdom

Elsewhere than in Canada and the
United Kingdom

Bills payable

Letters of credit outstanding

Liabilities not incl. under foregoing heads

Dividends declared and unpaid

Rest or reserve fund

Capital paid up 144,500,000 144,500,000

Total liabllities 2,849,087,45212,804,370,248|2,778,384,155

Nate—Owing to the omission of the cents in the officlal reports, the footings
in the above do not exactly agree with the totals given.

14,214,283
4,848,818

48,909,942
1,554,600
48,266,924
2,165,764
720,174
162,000,000
144,500,000

10,348,208|
5,487,747

33,358,722
1,905,673

12,205,521
4,845,696
30,446,515
2,164,532
47,971,795
2,157,526

818
162,000,000
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Premier Sarraut Declares France “Knows No Fear”
But Is Ready to Conduct Conditional Negotiations
with Germany—Chamber of Deputies Votes Con-
fidence in Government — Strength of Nation
Forbids Dictation, Premier Asserts.

e

Premier Albert Sarraut on Nov. 14 told the French Cham-
ber of Deputies that France is willing to negotiate directly
with Germany on questions outstanding between the two
nations if the subjects of discussion remain within the sphere
of France's existing international relationships. At the
same time he declared that France *“does not know fear,”
and possesses materials and a military strength that will
prevent anyone from *“dictating to her.” Following the Pre-
mier’'s address and speeches by many others present, the
Chamber voted by 545 to 11 to support the Government, and
then voted 395 to 194 on an issue of equal security and dis-
armament. A copyright dispateh of Nov. 14 to the New York

“Herald Tribune” described the debate as follows:

Premier Sarraut, taking part in the concluding debate on foreign policy,
rejected emphatically the suggested alternatives of a “preventive war” and
an armaments race. At the present moment, he said, France is “sufficiently
strong to make herself respected, and she will not disarm except on certain
conditions and in return for guarantees already specified.”

Confidence Votes Given.

M. Sarraut’s speech, which was followed by two separate votes of the
Chamber expressing confidence in his Cabinet, made it clear that any direct
talks with Germany could not, in the view of the French Government, include
representatives of the Reich alone, but must take place in the presence of
spokesmen for other Powers.

By stipulating that such talks must remain within the sphere of France's
international engagements, he barred discussion of the Polish Corridor, which
concerns France's ally, Poland, or of the position of Austria, which concerns
this country’s Little Entente allies (Czechoslovakia, Rumania and Jugo-
slavia),

Emphasizing the contention that France’s role must be to remain calm
and keep Germany from obtaining a “‘panicky decision,” the Premier prom-
ised that France would assist in the drafting of a disarmament convention,
He said France could not disarm further unless reciprocal supervision of
armaments was instituted by the nations.

Peace Wish Proclaimed.

In the resolution which the Chamber voted, in closing the debate, there
were two sections. One proclaimed France’s desire for peace, determination
to remain within the League of Nations, and intention to retain and
strengthen present bonds with other nations. This was approved by 545
votes to 11. The other section expressed approval of the Cabinet’s d("c]am-
tion looking toward international solidarity to bring about security by means
of supervised and guaranteed disarmament. The vote on this was 395 to 194,

Thus, while only the Communists in the Chamber opposed the policy of
renaining in the League and maintaining close understandings with Poland
and the Little Entente, the Right and Center groups went on record as
disapproving further disarmament negotiations.

“The result of the German plebiscite last Sunday had been foreseen,"”
Premier Sarraut said, in the course of his speech, which aroused long ap-
plause. ‘It merely strengthens France's desire for peace. Certainly, France
will less to-day than ever abandon the League and the disammament confer-
ence. In addition, she will try to retain there her allies and associates,
who appear at the moment to be hesitating a trifle.””

In the present situation of the disarmament conference, the Premier said,
the only reliance can be upon an agreement of the United States, France,
Great Britain and Italy to a convention which Germany would, it was to be
hoped, accept if the Reich really  desired peace.

“Germany,” the Chamber had been told previously by Joseph Paul-Bon-
cour, the Foreign Minister, “has been upset by an internal revolution, and
the forces there upon which our policy of rapprochement reckoned have
been crushed. This fact we cannot fail to recognize.”

—_—

German Reichsbank Now Buying in Open—Purchased
28,000 Reichsmarks Bonds in First Week of
November.

From its Berlin Bureau the “Wall Street Journal’’ of
Nov. 10 reported the following:

The long awaited open market operations of the Reichsbank got under
way during the first week of November, during which time the bank
purchased bonds to the total of 28,000 reichsmarks. Banking circles had
expected that a larger totalwould be shown in the initial purchases.

The banking syndicate which was formed in October 1932 to purchase
tax notes will be dissolved now that the Reichsbank has begun operations
in the open market. The syndicate has a total of 330,000,000 reichsmarks
invested in these notés and the Reichsbank has offered to exchange them
against Reich Treasury 4% 2)4-year notes at 977%%.

In publishing the above the ‘“Wall Street Journal’ said:

The new open market policy is designed to revive the capital market
in Germany and thus enable the Government to assist business on the
road to recovery. In operating the policy, the Reichsbank will go into
the market and buy not only Government and municipal bonds, but also
high grade mortgage and probably also industrial bonds.

Unstable Reichsmark Would Be Costly.

Stability of the reichsmark is held here not to be threatened by the
resumption of open marketjoperations by the Reichsbank. Dr. Hjalmar
Schacht, President of the Reichsbank, and high Government officials
have every intention of maintaining reichsmark stability. This has been
their most important task for many months past, and stability is needed
now in order that the new policy of the Reichsbank may not prove too
costly.

Market conditions in recent months have precluded new issues. The
Reichsbank authorities believe thatbuying of comparatively small amounts
of bonds, say 100,000,000 or 200,000,000 reichsmarks—will be sufficient
to change the bond market tendency. With the Reichsbank lending aid
legally to the bond market, it is believed any further decline can be checked
and buying by speculators will be enough to send prices higher,

According to Reichsbank officials, Germany will run no chance of in-
flation by this purchasing of some few hundred millions reichsmarks of
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bonds. During the summer of 1931 the Reichsbank was forced to grant
German savings banks discount credits amounting to approximately
1,000,000,000 reichsmarks in order to counteract withdrawals of deposits.
These credits had to be prolonged until after the summer of 1932, but during
the last 12 months they have been largely repaid and amount to only about
100,000,000 reichsmarks at the present time.
Has Money Been Used?

German banking authorities believe that the money thus repaid can be
used now for the bank’s new open-market policy, but students of the
German financial situation express some doubts about the reality of the
sums alluded to, maintaining that they have already been employed in
recent rediscounting of public works bills upon a large scale.

Outstanding credits of the Reichsbank are now greater than they were
a year ago, as the following table shows:

Reichsbank
Credits
Quistanding.

German
Currency
Circulation.

Rm5272000,000
5,483,000,000
5,817,000,000

Gold and
Devisen.

Rm402,000,000 )Rm3021000.000

Sept.
Sept. 23 193
Sept. 23 1931.

928,000,000
1,672,000,000

2,782,000,000
3,137,000,000

The figures prove that a considerable amount of central-bank credit is

still outstanding despite last year’s repayments. The real danger facing
the Reichsbank is that it may have to discount further large amounts of
public works bills, This danger explains the new open market policy,
which would be unnecessary if public works could be financed by long-
term issues.
» Despite the Reichsbank's rediscounting, its situation cannot be com-
pared with that existing in the great inflation period of 1920-23. In
those years Germany had an enormous deficit which it covered by dis-
counting Treasury bills. At present the deficit is small. Expenditures
for public demonstrations and Nazi festivals, &c., are covered by new
taxes and voluntary contributions which are being paid by even the poorest
workers,

el
French Balance of International Payments in 1932.
Jstimates of current transactions in the French balance
of international payments showed a debit balance in 1932 of
4,815,000,000 francs, while capital and gold movements
showed a credit balance of 4,770,000,000 franes, according to
a report received in the Finance and Investment Division
from Commercial Attache H. C. MacLean, Paris. The De-
partment, in making this known, on Nov. 13, added :

The estimates of the French balance of payments, prepared annually by
Pierre Meynial, indicate that in 1932 the net income from tourists’ expendi-
tures was approximately 3,000,000,000 francs; net freight and shipping re-
ceipts were 2,000,000,000 francs; interest and dividends yielded 1,600,-
000,000 francs net; and insurance and transit trade about 300,000,000
francs net. The aggregate of these net receipts was 4,815,000,000 francs
less than the total of the net payments of 10,015,000,000 francs on terchan-
dise transactions, net immigrant remittances of 1,200,000,000 francs, and
net Government overseas payments of 500,000,000 francs.

The total net imports of capital are estimated at 22,430,000,000 francs.
The foreign exchange holdings of the Bank of France were reduced fronr
20,600,000,000 francs to 4,222,000,000 francs, and those of the French
Treasury from 1,783,0000,000 francs to 817,000,000 francs. England repaid
part of her 1931 credit., American securities were sold by many French
holders, short-term money sought security in France, and a small volume of
French bonds was repurchased abroad. 'The net imports of gold were
17,660,000,000 francs, leaving the net credit of capital and gold movements
as 4,770,000,000 francs.

The difference between the net debit balance in current accounts and the
net credit balance in capital and gold movements is 45,000,000 francs,
which covers unestimated items, errors and omissions.

—_—

President von Hindenburg Asks Unanimous Vote in
Support of Chancellor Hitler and ‘“Peace, Honor
and Equality”’—Delivers Closing Campaign Ad-
dress, and Declares Germans Wish Only Peace,
1%‘“' Must Demand Equal Treatment from Other

ations.

The campaign of the Hitler Government for approval
of its policies at Geneva and for the election of an all-Nazi
Reichstag was concluded with a radio address broadecast
throughout Germany on the night of Nov. 11 by President
Paul von Hindenburg, who appealed for a unanimous vote
for “peace, honor and equality.”” The President denied
that Germany has warlike intentions and declared that
while the nation was determined to defend its honor, it
desired a ‘‘true and lasting peace.” He reminded his
audience that he himself had fought in three campaigns and
that he was well acquainted with the horrors of war. No
one in Germany wants political issues settled by force, he
asserted. President von Hindenburg explained that Ger-
many’s withdrawal from the Disarmament Conference at
Geneva and from membership in the League of Nations was
not intended to hamper the cause of friendly understanding,
but was meant as a demonstration that the differentiation
between armed and unarmed States must be ended. ‘Un-
derstanding and true peace,’”’ the President said, “‘can be
achieved only on the basis of equality. Let your votes
to-morrow be a profession with me and with the Chancellor
for the principle of equality and for peace with honor.
Show the world that we have again found ourselves, and
by the grace of God are determined to hold fast for German
unity.”” President von Hindenburg’s radio address, as
cabled from Berlin on Nov. 11 by the Associated Press,
follows:
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German Men and Women:

At this hour, which decides the vital questions of Germany's present
and future, may I be allowed to address a few words of warning to you.

I and the Government of the Reich, united in the will to get Germany
out of the disruption and weakness of post-war years, summon the German
people to decide to-morrow on its own vote and to proclaim before the
entire world whether you approve our principles and our policy and make
it your own.

Many years of weakening of this unity lie behind us. Thanks to the
courageous, strong and positive leadership of Chancellor Hitler and his
colleagues, Germany has refound herself and again has the strength to
follow the path dictated her by National honor and her future.

For the first time after the year's disruption, the German people is to
stand before the world as a united navion, united in the will for peace,
but also united in the demand for honor, equality and the respect of others.

Work and reconstruction internally; peace, honor and equality ex-
ternally; these are the principles whereupon Germany wishes to erect
firmly her State and her life.

It is a lie, it is a vilification if the outside world imputes warlike in-
tentions to us. We mean to defend our honor, but we also desire and
yearn for true and lasting peace.

For he who, like me, has survived three campaigns, the horrors of war
cannot desire a new war and will regard the maintenance of peace as a
most serious duty toward the German people and the entire world. No-
body in Germany desires a conflict of force.

The Government of the Reich has, through the mouth of its Chan-
cellor, solemnly stated that we sincerely desire understanding. His
report expressed our readiness joyfully to agree to every real disarmament
of the world and even to our complete disarmament as long as other nations
do the same.

We want peace with all our hearts, but a peace of honor and justice.

We left the Disarmament Conference of the League of Nations not in
order to demonstrate against the idea of peaceful understanding between
the nations, but to show the world the existing methods differentiating
between victors and vanquished, between armed and disarmed States,
between free and unfree nations, must cease to prevail,

You, German comrades, now are summoned to declare your views on
this policy of honor and peace.

To-morrow the entire German nation must proclaim it is uniced for
the following of National honor in its demand for equality of rights and
at the same time for true permanent peace. All Germans must tO-morrow
loudly and positively announce that Germany henceforth never again
must be treated as a second-class nation.

Therefore I appeal to all German men and women to show to-morrow
your National unity and your co-operation with the Government.

Understanding and true peace can be achieved only on the basis of
equality. Let your votes to-morrow be a profession with me and with
the Chancellor for the principle of equality and for peace with honor.
Show the world that we have again found ourselves and by the grace of
God are determined to hold fast for German unity.

e

Industry Stops for an Hour in Germany as Chancellor
Hitler Delivers Final Pre-Election Appeal—Asserts
Reich Will No Longer Be ‘“Bootblack” and De-
mands Equality in the Councils of the Nations—
Says His Goal Is Peace, But that Outsiders Must
Not Meddle in German Affairs.

A final appeal to the German nation to support his policies
at the polls on Nov. 12 was broadcast by Chancellor Adolf
Hitler in a radio address on Nov. 10 heard by an audience
estimated at 50,000,000 persons. All work stopped in
factories and offices during the hour in which Chancellor
Hitler delivered his final pre-election appeal, and his words
were heard by the workers of the nation as well as by persons
in their homes. The Chancellor addressed his speech
primarily to the working classes, whom he asked to support
the Government in its fight to obtain equality for the
Reich in the councils of the nations. He again declared
that the world could no longer dictate to Germany, and
in repeating his demands for German equality he said that
the Reich was willing to attend any conference, but only
as an equal. Germans will no longer act as “bootblacks™
or inferiors, he asserted. We quote from a Berlin dispatch
of Nov. 10 to the New York ‘“Times’’ regarding the prin-

cipal features of Chancellor Hitler's address:

Dwelling on the familiar slogan, ‘Honor, peace and equality,” Chancellor
Hitler began by telling of his emergence from the humble ranks of the
workers. It entitled him, he said, to talk freely, frankly and intimately
with other workers.

There were references to the Reich’s foreign policy, as when the Chan-
cellor declared in concluding:

““We are ready to take part in any conference and co-operate in any
international agreement—but only if equal rights are accorded us. In
my private life I have never pushed myself into upper social circles that
did not want me or did not regard me as an equal. In such a case I should
have no use for them—and the German nation has quite as much strength
of character.

““We are not taking any interest anywhere in the capacity of boot-
blacks, of a second-rate nation. No—either equal rights or the world
will not see us again at any international conference!'

In the very opening of the speech and again later the Chancellor stressed
that he himself had come from the common people; that he was still of
and with them and understood and could speak with authority for them.

But he claimed this following with unusual emphasis on himself—
it was not ‘“‘the movement' but his own ideas and aspirations that he
impressed upon his hearers. It was as the supreme and autocratic leadep
that he addressed the German nation.

He made it clear that, in his opinion, holding out for achieving an inter-
national status of equality for Germany was not a mere matter of sentiment
but essential for the country’s economic reconstruction,

“I should be a liar were I to hold out a promise of economic better-
ment to the German people without at the same time insisting that equality
among the nations be at last accorded to this people,” he said.

What militated against Germany's just claim to equality, Herr Hitler
declared, was the pernicious notion abroad of a National struggle between
nations, which he said was an error analogous to that of the class struggle
that he had set himself the task of stamping out in Germany.
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“Moreover, international discord is being propagated by certain well-
defined special interests,” he continued. ‘‘The iuternational clique is
at home everywhere and nowhere—persons now living in Berlin, to-morrow
in Prague, and the day after in Paris or London, without roots anywhere,
have egged on one nation against another. The trouble-makers are these
international gypsies."”

Deprecates Theories.

The Chancellor deprecated mere theories.

‘““What is the use of them in dealing with unemployment?'" he asked.
“Would these millions be any happier if I proclaimed new theories? They
want work and bread.”

Herr Hitler was similarly scornful of the intelligentsia.

“It was not the intellectuals, the educated classes, that heartened me
to tackle this gigantic task—it was the German worker and peasant, as
I knew them,’ he asserted. ‘‘And these I also knew from the beginning
would become the bedrock of the new Reich—then the intellectual workers
would join us spontaneously.'”

The Chancellor disavowed any personal ambition.

“Do I need official honors?" he exclaimed. ‘“My title of recognition
is the reputation I have made for myself out of my own strength.”

He claimed personal credit for the reported reduction of the unem-
ployed in Germany from 6,200,000 when he took office to 3,700,000 now,
disregarding the incidence of seasons.

“For nine months that is some performance,” he said. “Am I to keep
on restoring work and bread to the German people? I can do so, but
only if I am to keep on. I can only do so if Germany enjoys tranquillity
and peace, which it can do only on the basis of an international stavus of
equality.’

Reilerates Will to Peace.

With the utmost emphasis Herr Hitler reiterated his will to peace.

“Can any one really credit me with the madness of wanting another
war?"” he asked. “I do not know how many of the foreign statesmen
went through the war as soldiers—I did! I know what war is. But of
those who now lead the agitation against Germany and traduce her, there
is not one who has ever heard the whistle of a bullet.

“In the nine months of my Government I have not executed a single
measure calculated to affront a single foreign statesman or foreign nation.

“The German people have but one desire—to obtain salvation after
their own fashion. We are not interfering in the affairs of others—let
them not mix in ours.

“But my sincerity is called in question.
order to be believed?™

At all events, the Chancellor declared, ‘‘at such a juncture” one must
be adamant and not yield an inch of one’s right. He scornfully turned
against those who would belittle the issue of National honor.

“If they ask, ‘“What is this National honor?’ I answer, ‘My workers,
in this case it means equality of rights, and equality of rights is a pre-
condition for being able to stand up for one's vital interests.”

“If the world intends to continue to issue dictates it will not get my
signature. And if the world should say, ‘We are forced to take this course
because we cannot trust you,’” then I answer, ‘When has the German people

ever broken its word ?""
.

“*Kept Word Too Faithfully.”

““Alas, it has all too often kept its word too stubbornly and faithfully.
If in the World War we had not so doggedly stuck by our allies, perhaps
Germany would have fared better."

Although he chose a factory for his platform and repeatedly referred
to the German workmen as his intimate audience on this day, Chancellor
Hitler was of course addressing the whole nation.

A very large part of the nation was listening to his final appeal, in homes
as well as at innumerable public and semi-public loud speakers, provided
on an unprecedented scale for this occasion.

‘““Against the machinations of the international clique I oppose the pro-
fessions of the German people and my own personal declaration, hence
this last call for action on Nov. 12," the Chancellor declared.

“For ages the outside world could count on finding allies in Germany
itself. First, there were the traitors who coldly betrayed their people,
then mutually warring parties and philosophies. Now I may assure our
opponents that they have no more allies in Germany.

“For centuries Germany sought its destiny in disunion. I think that
we shall now try our luck with union, that we shall try to weld an indis-
soluble and united community.

“I have no interest in intellectuals or in the bourgeois or proletariat.
My sole concern is with the whole German people—and this people I
wish to exhibit before the whole world on Nov. 12 as it really is. Let the
world then realize that what I have said here is the utterance not merely
of one man, but the entire people support it."”

Elaborate preparations were made to insure an oppor-
tunity for every person in Germany to hear Chancellor
Hitler’s speech. Incident thereto Berlin advices of Nov. 10

to the New York ‘“Herald Tribune’’ said:

Howling sirens on the big Siemens electrical plant in North Berlin at
the stroke of one this afternoon gave the signal for the beginning of the
moment of silence ordered by the Nazi Government as a prelude to the
leader's final appeal to his countrymen before next Sunday's plebiscite.

Pedestrians Pause for Salule.

The whistles of factories over all the land and of ships at sea took up
the call, and immediately the wheels of industry throughout the Reich
stopped, vehicular traffic was brought to a halt, and pedestrians stood
in their tracks, reverently bared their heads and raised their arms in the
Fascist salute.

This moment of compulsory silence was ordered by the Nazi ruler as
a demonstration to impress the world that Hitler had arrayed all Germany
as one man behind him in his fight for National equality in the brief period
of nine months that he has been at the helm of the State.

Loud Speakers Carry Message.

Thirty million workers in factories and shops and another 20,000,000
in homes and on the streets are estimated to have heard the Chancellor’s
speech. Loud speakers mounted in the public squares or placed outside
regbaurants and hotels in all cities, towns and villages brought the message
of the Nazi leader to the public.

Children listened to the words of the Chancellor in their classrooms.
In addition, his speech was rebroadcast in the United States, Great Britain,
South America and India.

Hitler spoke for nearly an hour in the dynamo hall of the Siemens-
Schuckert plant, surrounded by machines, pipes, wires, turning lathes
and dynamo coils—one of the world's greatest industrial works.

Workers Make Up Time Lost.

For once, only a few brown shirts were to be seen in the audience which
listened to Hitler at the plant; most of his hearers were workers clad in

‘What, I ask, must I do'in
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blue overalls. They, like other factory workers over all the Reich, were
forced to work an hour overtime this evening to make up for the time
they consumed in listening to the Chancellor's election propaganda.

Hitler wore a gray jacket over his brown uniform, and black riding
boots as he took his stand on a table placed in the middle of the vast hall,
under the glare of four big calcium lights.

The demonstration was stage-managed with consummate skill by Dr.
Joseph Goebbels, Nazi Propaganda Minister and artist. His introductory

remarks over the radio were made to the accompaniment of the grinding
and squeaking of factory machinery operating in the adjoining halls,
conveying to the public the atmosphere of the great industrial plant.

—_——

Leipzig University Professors Urge Worid
to “Understand’ Germany.

Associated Press advices Nov. 11 from Leipzig said:

In picturesque Leipzig University, German Professors, in an Armistice
Day meeting, appealed to the intelligentsia of the world to-day for a better
understanding of Germany.

It was their way of urging popular support for the Nazi Gowernment
in to-morrow's elections. The appeal followed along broad lines one re-
leased during the war, when professors and scientists appealed for a better
understanding of the German nation.

German Professors, to-day's appeal said, placed themselves in the
front ranks of field leaders and fighters in behalf of ‘“‘Germany’s honor,
justice and for world peace."

—————

Americans’ Armistice Day Observed for First Time
in Germany.
From Berlin Nov. 11 Associated Press accounts said:

Fifty exchange students from the United States observed Armistice Day
by placing a wreath at the memorial to Prussia’s war dead to-day.

This act by American students probably was the first observance of
the anniversary in Germany, since the Germans regard the day as com-
memorating Germany’s humiliation and therefore do not observe it.

—_————

Germany to Speed Banking Reforms—Dr. Schacht,
President of Reichsbank, Outlines Government’s
Policy. ’

The following by Dr. Hjalmar Schacht, President of the
German Reichsbank, from Berlin Nov. 11 (copyright by
NANA, Inc.) is from the New York “Times’’:

German banking, even in the years preceding the war, was developing
in a direction that at times gave rise to some apprehension. The war
and its consequences, the many post-war meddlings and blunders in the
domain of banking as well as in industry, therefore brought about a con-
dition that, when Germany came to face the economic crisis, its banks were
unable to rise superior to their task,

This truth was revealed in 1931 when some of the big banks were tem-
porarily compelled to close their doors. To be sure, these shortcomings
were recognized and a special commission to inquire into the position
of the banks was actively engaged in the years 1927-1930 at the cost of
a great deal of time and labor. Unfortunately, like so many undertakings
and conferences in parliamentary Germany, it led to no practical results.
Searching investigations were made and the abundant material collected
was used to draft resolutions and lay down certain rules, but there were
lacking the legal measures which alone would have enabled these investiga-
tions to have been turned to profitable account.

Government Ready to Act.

It is certain that National-Socialist Germany will proceed in the field
of money and credit to take the steps now recognized as necessary. If
nothing has been done up till now, the reason for this lies in the need for
proceeding cautiously, with due regard for the idea of allowing a certain
tranquilization to set in before tackling the imperative reforms in this
important and extremely sensitive field of economics. Hence the intention
of the Government to set up a committee of inquiry into the present state of
German banking. All the deliberations will be made public and will be
carried on with the aid of experts from all interested circles. It is not
designed to deal with complaints or reproaches but to find a working basis
upon which the German Government can proceed to carry out the juridical,
administrative and business reorganization of the banking system.

First of all, let me set forth the following guiding ideas:

The State, through its currency and credit policy, is the creator of
money. The banks are merely the administrators of money. Conse-
quently—and this is an important point in view of the present scarcity
of loan capital—the creation of credit is exclusively the domain of the
Reich Government, or, what amounts to the same thing, of the centra.
note-issuing institute entrusted by it with the task of formulating the cur-
rency policy, that is, of the Reichsbank.

The continual shrinkage of loan capital has finally resulted in the banks
having to fall back upon the Reichsbank—that is, upon the State. This
in itself would justify the vital interest which the State and the Reichsbank
must of necessity have in a healthy and normally functioning banking
system. The Reichsbank has sole power to print and issue notes, and
this is the only credit reserve of German industry in times of distress.
Cautious employment of the power to print and issue notes is the first
requisite for industrial welfare and the development of prices and wages,
hence of public and private business enterprise.

Stresses Private Initiative.

Though ignoring the possibilities presented by business conjuncture,
the banks in the post-war years have directed their attention in many
instances to domains and to tasks that lie quite outside the scope accorded
them in a healthy economy. Partly as a result of this and partly as an
outcome of exaggerated efforts to effect rationalization, there grew up
those mammoth concerns too big for one individual to control and hence
leading to a bureaucratization in the management, with the inevitable
result that much valuable heritage of private initiative and independent
action in the business world has been lost.

The importance of this question of personnel should not be under-
estimated. It is now clear that as a result of the mechanization of banking
activities more difficulty is being experienced in getting hold of the right
type of person to fill the posts as they become vacant and that this has led
to the retention of head executives far beyond the advisable age limit,
not to mention the fact that a large number of employees have thereby
lost their means of earning a living.

The investigations of the committee of inquiry will of course have to
deal with the very important question whether and in what degree mone-
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tary and credit business should be taken over by the State or left to private
initiative. Without wishing at present to express a final opinion in this
matter, it might be as well to say quite plainly that individual achievement
forms the basis of the State, not only in its moral and spiritual aspects
but also in its material aspects.

Progress Based on Savings.

The material progress of any nation is grounded on work and on savings
—that is to say, on the moral factors which after all are subject to the
control of the free will of each individual citizen. By teaching the gospel
of national socialism, we are able to influence this free will, but, as the
Russian example shows, no amount of State machinery can compel it to
act in a desired direction.

If, then, our investigation should arrive at the result that private banking
should in principle not be eliminated; that, on the other hand, the State
cannot renounce its claim to an influential role in the domain of banking,
one is left with no other choice than to seek a clear definition for the scope
and extent of these two factors.

The inquiry is to be concluded by the end of this year. I have not
the slightest doubt that it will be carried out in a spirit of co-operation
between all interested parties, that it will enjoy the confidence of the entire
Nation and that the final outcome will be the restoration of banking to
its original task of being the servant of business and thereby of the Stat¢
and the Nation.

_—

Creditors to Fight Reich Moratorium—Americans and
Britons Hold Germany Can Pay Because of Cur-
rency Depreciation—Berlin Figures Said to Show
'I&rade Credit Balance in October of 98,400,000

arks.

Reporting that a new struggle between American and
British holders of German bonds and Dr. Hjalmar Schacht,
President of the Reichsbank, is scheduled to take place Dec. 5
at a conference of Germany’s foreign creditors in' Berlin.
Advices Nov. 15 from Berlin to the New York “Times”
added:

The meeting was called by the Reichsbank for discussion of a prolonga-
tion of the German transfer moratorium.

Under the transfer moratorium Germany defaulted 25% of the interest
payments on her long-term foreign debt, the creditors getting only 50%
in foreign exchange and 50% in scrip, which Germany offers to redeem at
50% of its par value, This moratorium became effective July 1 and was
to run till Dec. 31. The Conference will attempt a settlement for the
period following that date.

Clash on Moratorium Likely.

No doubt was left in authoritative German quarters that Dr. Schacht
would demand an extension of the transfer moratorium on the ground
that the conditions which led to its establishment still persist. There
was just as little doubt, however, that American and British creditors will
demand termination of the transfer moratorium on many grounds, among
which the most important follow:

Germany is able to pay in full because she is paying American and
British creditors paper dollars or paper pounds the gold value of which
has decreased considerably since the transfer moratorium was established.

Germary is already paying 100% of her interest obligations to such
gold countries as Switzertand and Holland in return for theoretical addi-
tional exports, so American and British creditors are vicitims of a double
discrimination.

Germany's credit balance on her foreign trade during the last few months
has been sufficient to cover her monthly interest obligations even at gold
parity and certainly at the paper value of the bulk of her foreign obligations.

Germany has been using a large part of her foreign income not to pay
her interest obligations but to buy back her foreign bonds, depreciated partly
because of her transfer moratorium.

Germany's holdings of gold and foreign exchange have been steadily
increasing despite current interest payments at a 50% rate; they rose from
273,200,000 marks on July 1 to 415,100,000 marks on Nov. 9, the note
coverage rising from 7.8% to 12.1% during the same period. Though
this note coverage still is far below legal recuirements, its increase is never-
theless taken as an indication that Germany could also pay the defaulted
25% .

Eager to Promole Trade.

Dr. Schacht’s fight for prolongation of the transfer moratorium is ex-
pected to oe particularly keen, because Germany is eager to use her debt
to promote her foreign trade. Her use of blocked marks, depreciated
bonds and scrip has already contributed substantially toward keeping
up her exports, as was revealed anew in the foreign .rade baiance for
October, announced to-day simuitaneously with the invitation to the mora-
torium conference.

According to the Reich Statistical Office, German exports in October
amounted to 445,400,000 marks and German imports amounted to 347,000,-
000 marks. The credit balance for the month, therefore, was 98,400,000
marks. This was the highest monthly credit balance this year, although
the total credit balance so far this year is suill 356,000,000 marks pelow that
for c¢he corresponding period last year.

The gold value of her foreign interest obligations has been estimated at
approximately 80,000,000 marks monthly, but due to the depreciation of
the currencies of her main creditors and the rapid debt reduction, this ob-
ligation is put at a substantially lower figure now.

Apparently in anticipation of the moratorium conference, the Reich
Statistical Office points out, however, that Germany doesn't get all the
credit balance in effective foreign exchange because payments for her
exports are also being “‘blocked™ in other countries or suffer from currency
depreciation and from payments in scrip and blocked marks. Therefore,
says the Reich Statistical Office:

““The foreign exchange obtained for Germany's exports is entirely in-
sufficient to cover current debt obligations, that is, interest and amortiza-
tion charges on her long-term and short-term debts, not to speak of capital
repayments on her short-term debt. Besides, next month's will probably
reduce the export surplus.”

Rise Is Called Seasonal.

The increase in Germany's foreign trade, it is stated, follows a seasonal
trend, although it Is smaller than last year's rise. Both exports and im-
ports increased 3% in value; in quantity exports rose 3.6 %, imports 4.8%.

Most of the export increase went to Continental Europe, especially to
France, Poland, Switzerland and Holland., German exports to the United
States, Great Britain and Russia dropped heavily.

German imports of raw materials were far below corresponding imports
Jast year. This was explained by large purchases during the summer,
A single exception was cotton, imports of which increased 2,500,000 marks,
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Meeting of German Creditors to Be Held in Berlin
Dec. 5 at Instance of Reichsbank—John Foster

Dulles to Represent American Issuing Houses—
Transfer Moratorium Expires Dec. 31.

A conference with representatives of German ecreditors
is to be held in Berlin at the Reichsbank on Dec. 5. At that
time consideration will be given to conditions incident to
the expiration on Dec. 31 of the present transfer moratorium.
John Foster Dulles, of the law firm of Sullivan & Cromwell,
who attended the German debt discussions earlier in the
year will again be the representative of the American issuing
houses at the coming conference.

Ray Morris, on behalf of the American houses and insti-
tutions which have been issuers of German bonds in this
country, issued the following statement in the matter on
Nov. 14:

The Federal Reserve Bank of New York has been advised by the Reichs-
bank that insomuch as the time limit set for the present transfer moratorium
expires on Dec. 31 1933, and as the conditions which gave rise to the transfer
moratorium still prevail, it is considered necessary to renew discussions with
representatives of German creditors. A conference for such purpose has
accordingly been fixed for Dec. 5 1933 at the Reichsbank, Berlin.

The group of American houses and institutions which issued German
bonds have asked John Foster Dulles, who attended the debt conference
of last May, again to attend the Dec. 5 conference to represent the point
of view and to protect as far as possible the interest of the American holders
of German dollar bonds. It is hoped that the American Association for
Foerign Security holders, now in process of creation, will be definitely
organized in time so that Mr. Dulles will be able also to report to it.

.

Germans Dispute Soviet Russia Payments—Demand
Dollars or Pounds on Notes—Russians Refuse and
Reject Arbitration—Reich Board Appointed.

According to a cablegram Nov. 15 from Moscow to the
New York “Times’” a dispute has arisen between German
companies and the Soviet Government over the payment of
notes. A “number of German companies,’’ it is revealed,
is demanding the honoring of Seviet notes in dollars or

pounds. The cablegram further reported:

From 1930 to 1932 the Soviet Union bought from Germany 985,800,000
gold rubles’ [about $492,900,000] worth of commodities, mostly machinery.
These purchases were financed by Soviet notes maturing in periods ranging
from 18 to 30 months. In spite of the fact that the payments as arranged
in the contracts were to be in marks, the Soviet Government asserts, some
German companies are demanding that- the Russians pay the difference in
exchange in dollars or pounds.

“We refused the outrageous demands for additional payment,” Soviet
spokesmen said. Thereupon the German companies took the matter to a
German court, which appointed a board of arbitration. The Russians
stand firm against the legality of the board and the jurisdiction of the court.

“The Soviet Government's agreements with the companies were precisely
executed," it is stated. ‘“At the moment when bills were presented they
were accepted, and payments were made immediately on maturity in the
currency called for in the contracts at the request of these companies. No
one can question the fact that the Soviet Government has met all its obliga-
tions on maturity and according to contract at a time when payments by
other countries were unusual occurrences.”

The tone of the Soviet press is not only firm but sharp. One newspaper
says:
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are honoring and will honor all liabilities undertaken by them. The Soviet
Government not only will not be identified with a court of arbitration so
illegally organized but will not submit to the court’s decisions."

Most of the previous disputes between the Soviet Government and Ger-
mans under the Hitlerite regime have been political. The Nazi Govern-
ment soon disrupted the Soviet-German political rapprochement.

_——————————

Premier Mussolini of Italy Takes Over Posts for Air
and Navy in Move to Consolidate National De-
fense—Air Marshal Balbo to Be Governor of
Libya in Northern Africa.

Premier Benito Mussolini of Italy on Nov. 6 took over
the posts of Minister of the Navy and of Minister of the
Air, after accepting the resignations of Air Marshal Italo
Balbo and Admiral Giuseppe Sirianni. This move was
said to be intended as a consolidation of Italy’s armed
forces under a single Ministry of National Defense. Signor
Mussolini has been acting as Minister of War for several
months. As a result of the Cabinet changes Signor Musso-
lini now holds six portfolios in addition to the office of
Premier. A copyright dispateh from Rome to the New
York “Herald Tribune” on Nov. 6 commented on the
resignations as follows:

Air Marshal Balbo, whose most spectacular achievement was his leader-
ship of an armada of seaplanes to the United States and back last summer,
was immediately appointed Governor of Libya, Italian colony in northern
Africa.

Shake-Up Long Predicled.

His removal from the post of Air Minister had been predicted for the
last year and a half, and the only surprise caused by the event arose from
the delay. His appointment to the chief pro-consular post under Italian
rule represents an honor never before conferred upon so young a man
(he is 34), but the transfer may be attributed, at least in parc, to the fact
that he has never concealed his lack of full agreement with the Premier's
plans for the Air Ministry.

Newspapers to-day declare the move ‘“‘a logical step in a policy in which
the individual has negligible importance.

Air Marshal Balbo is the second of Signor Mussolini’s lieutenants having
a world-wide reputation to be relieved of a Cabinet post and assigned to
duty a distance from Rome. The other was Dino Grandi, former Minister
of Foreign Affairs, who was made Ambassador to Great Britain.
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No indication has been given as to when the Ministry of National Defense
will be created, and there is reason to believe it may not emerge within
the immediate future. Strictly technical problems, including some re-
lating to the Disarmament Conference, are said to be responsible only
in part for the Mussolini program.

A consideration probably equally weighty has been the movement,
daily becoming more evident, toward what is described here as a *‘spiritual
amalgamation' and a military hierarchy under the Fascist regime.

Air Minister Balbo has been mentioned as the probable Minister of
National Defense should Il Duce decide against holding that portfolio
personally.

—_—

Premier Mussolini Forecasts Abolition- of Italian
Chamber and Government by Guilds — Tells
Council of Corporations It Must Enact All Legis-
lation—Urges Fascism for the Entire World.

Premier Mussolini on Nov. 14, in an address before the
National Council of Corporations, at Rome, forecast the
eventual abolition of the Italian Chamber of Deputies. The
Chamber, he said, would be elected as usual in the spring of
1934 for a term of five years, but after that election the
legislative body must decide its own fate. The Premier de-
clared that the National Council of Corporations must in-
evitably supplant the Chamber, which he described as *“an-
achronistic in its very title” and an institution “extraneous
to our mentality and to our fashion as Fascists.” Other por-
tions of his address are quote below from an Associated Press

dispateh sent from Rome on Nov, 14:

Saying that ‘““to-day we bury economic liberalism’” and that “all Socialist
parties in Europe are fragments,”” Signor Mussolini suggested three con-
ditions for other nations if they wished to achieve a corporative State:

First—A single party with perfect political discipline ;

Second—A totalitarian State and a transformed “‘potentializing’’ of inter-
ests and hopes of the people ;

Third—A period of very high tension.

The Premier denounced capitalism and named Ivar Kreuger, the late
“match king,” and Samuel Insull, former Chicago utilities operator, as
representatives of this system. The ideal of super-capitalism, he said, would
be the standardization of the human mind to the level of the greatest.

The rise of the corporative Stdte he described as ““coincident with the
decadence of socialism,” and maintained that the new system could be
adopted in foreign countries.

Turning to European affairs, Premier Mussolini said the growth of the
United States and Japan meant the eclipse of Europe. Europe, he added,
“could still progress if it would display even the least possible quantity of
co-operation among its component nations.”

He made a reference to the disarmament deadlock when he said that
‘“‘progress cannot be achieved until great injustices have been repaired.”
His audience interpreted this as a reference to the Treaty of Versailles, to
which Germrany objects in its stand for equality.

He attacked the League of Nations and asserted that more and more hopes
were being directed toward the Four-Power Pact, signed last summer by
Italy, France, Germany and Great Britain.

““The League has lost most of its power,” he maintained, pointing out that
the first nation to support it had not joined the League. He did not men-
tion the United States by name. Germany and Japan have withdrawn, he
pointed out.

““At present there is a great silence about the Four-Power Pact,” he
went on. “Nobody talks about it, but everybody is thinking about it.”

The remark was loudly applauded, the audience taking it as an indica-
tion that Italy would concentrate efforts to bring the Powers together under
auspices of the agreement.

Premier Mussolini announced before the Council yesterday that it would
be vested with legislative powers in economic affairs.

Returning to the internal situation, he accused the Chamber of ‘‘arro-
gance.”” He said it ‘“had lost the principal reason for its existence.’”

Then he turned his fire of capitalism, which, he said, ‘“lacks the sense
of humanity.”” The Italian State, the Premier went on, “is a human State
in which bureaucracy is not a diaphragm between the people and the State
but the entrance to the State.”

At the conclusion of the address the Council unanimously approved
Yesterday’s order by Premder Mussolini providing for the establishment of a
new corporative State.

———
Italy Said to Have Virtually Retired From Tariff Truce.

Associated Press advices Nov. 13 from Geneva, said:
™ Italy notified the League of Nations to-day of additional reservations to
the international tariff truce, amounting virtually to denunciation of the
agreement.

The Italian Foreign Office said on Nov. 8 that it would reserve its deci-
sion on the tariff truce until it saw what other signatories to the pact in-
tended to do. The pact itself was suggested by the United States at the
opening of the World Economic Conference in London last June.

. ——

Co-operation Reported Between Norway’s Banks and
Merchants in Regulating Foreign Exchange Since
Suspension of Gold Payments.

Local banks and merchants in Norway have co-operated
closely in regulating foreign exchange supplies since the sus-
pension by that country of gold payments in September 1931,
it is indicated by Consul-General T. H. Bevan, Oslo, in a
report published in the Commerce Department's “European
Financial Notes.” The Department on Nov. 13 further said :

Norway exerts no official control over foreign exchange transactions, it is
pointed out. An unofficial voluntary quota system is in effect, local im-
porters having agreed to restrict their demands for foreign exchange to a
certain percentage of their purchases during previous years. :

This agreement has caused some difficulty for new firms which were
not in business before the gold standard was suspended. The supplies of
foreign exchange, however, have so far been ample for such firms to obtain
sufficient amounts to meet their engagements abroad.

Up to the present time there have been no cases reported where local im-
porters have failed to obtain New York exchange from the banks to meet
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demands for goods imported from the United States. A number of im-
porters purchase their foreign exchange requirements from the large Nor-
wegian shipowners, who maintain dollar credits in the United States, and
are thus not dependent upon the local banks.

s

Greece to Make Partial Payments of Interest on Two
External Loans for Fiscal Years 1933-34 and
1934-36-—Agreement for Payment Reached by
League Loans Committee.

An announcement issued on Nov. 17 by Speyer & Co.
said that Eliot Wadsworth, American member of the League
Loans Committee (London) has advised Speyer & Co., as
fiscal agents for the Greek Government 7% Refugee Loan
of 1924, and Speyer & Co. and the National City Bank, as
fiscal agents for the Greek Government 6%, Stabilization and
Refugee Loan of 1928, of the receipt of cable advice from
the League Loans Committee to the effect that, after pro-
longed negotiations, the Committee has reached an agree-
ment with the Greek Government providing for partial pay-
ment of interest on its External Loans for the fiscal years
1933-34 and 1934-35, as follows:

The "Greek Government will transfer the following proportions of the
interest of their external debt—for the financial year 1933-34, 2714 %, and
for the financial year 1934-35, 35%. The Greek Government will make
these remittances forthwith in respect of coupons overdue and will remit
on the due dates in respect of future coupons.

The Greek Government is unable in present circumstances to meet in
full the whole service of their external debts; but they recognize the full
liability in foreign exchange for these debts and they will provide in the
budget for 1933-34 and 1934-35 a sum in drachmas equivalent to the full
interest service in sterling and-or dollars. The Greek Government reserves
the right to reborrow the untransferred portion of these drachmas against
deposit. with the International Financial Commission, or some other de-
positary to be agreed, of non-interest bearing drachma Treasury bills.

It is, of course, understood that, if the Greek Government provides
more favorable treatment for any other eternal loans or any loans‘guar-
anteed by the Greek State, they will grant at least equally favorable
treatment to all the loans now under consideration.

The Greek Government will discuss with the League Loans Committee
(London) and the Council of Foreign Bondholders arrangements for the
service of the external debts from April 1935 onward before drawing up
the budget for the year 1935-36, and in any case no later than Jan. 31 1935.

—_—————

Ruling on Bonds of Greek Government by New York
Stock Exchange.

Under date of Nov. 9, Ashbel Green, Secretary of the New
York Stock Exchange, issued the following announcement;

NEW YORK STOCK EXCHANGE,
Committee on Securities.
Nov. 9 1933,

Referring to the ruling of the Committee on Securities, dated April 20
1933, regarding non-payment of interest on Greek Government 40-year 6%
secured sinking fund gold bonds, Stabilization and Refugee Loan of 1928,
due 1968:

The Committee on Securities further rules that beginning Nov. 13 1938
the said bonds shall be dealt in only “with Aug. 1 1933 and subsequent
coupons attached.”

Attention is directed to the fact that the bonds are dealt in “Flat.”

ASHBEL GREEN, Secretary.
—_—

Ruling by New York Stock Exchange on T49%
Stabilization Loan 1928 Dollar Bonds of Bul-
garia.

The following announcement was issued on Nov. 9 by the

New York Stock Exchange through its Secretary, Ashbel

Green:
NEW YORK STOCK EXCHANGE.
Committee on Securities.
Nov. 9 19338,

Notice having been received that payment of $9.38 per $1,000 bond will
be made Nov. 15 1933, on account of the interest then due on Kingdom of
Bulgaria 7% % Stabilization Loan 1928 Dollar Bonds, due 1968:

The Committee on Securities rules that said bonds be quoted ex-interest
$9.38 per $1,000 bond on Nov. 15 19383 ; that the bonds shall continue to be
dealt in “Flat” and to be a delivery must carry the Nov. 15 1932 coupon
stamped as to payment of $18.75 per $1,000 bond, the May 15 1933 coupon
stamped as to payment of $16.87 per $1,000 bond, the Nov. 15 1933, coupon
stamped as to payment of $9.38 per $1,000 bond and subsequent coupons.
Such coupons must be securely attached and bear the same serial number
as the bond.

ASHBEL GREEN, Secretary.

An announcement by Speyer & Co. regarding the bonds
was given in our issue of Nov. 11, page 3407.
ool

New York Stock Exchange Rules on Bonds of
Dutch East Indies.

Ashbel Green, Secretary of the New York Stock Exchange,
issued the following, under date of Nov. 9:

NEW YORK STOCK EXCHANGE,
Committee on Securities.
Nov. 9 1933,

Notice having been received that the Dutch East Indies Government has
announced that it will purchase, for payment on Jan. 2 1934, coupons due
Jan. 1 1934 of Dutch East Indies 25-year external 6% gold bonds, due 1947

(a) At the rate of 2.4525 guilders per dollar which are delivered to the
Nederlandsche Handel-Maatschappy N. V. Amsterdam, Holland, on or before
Dec. 1 1933, and at the rate of 2.45 guilders per dollar which are delivered
to said bank after that date but not later than Dec. 28 1983 ;
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(b) At the rate of 2.4425 duilders per dollar
Javasche Bank, Batavia, Java, Dutch East Indies,
and at the rate of 2.44 guilders per dollar which
after that date but not later than Dee. 15 1933:

The Committee on Securities rules that beginning Nov. 10 1933, to and
including Dec. 27 1933, the said bonds, in addition to the regular method

* of trading (with next due coupon attached, *‘and interest’’) may be dealt
in “ex’ the Jan. 1 1934 coupon, transactions made in that manner to be
“Flat,”” and to be a delivery to carry the July 1 1934 and subsequent coupons.

Unless otherwise specified, transactions in the said bonds shall be deemed

to have been made with the Jan. 1 1934 coupon attached.

ASHBEL GREEN, Secretary.

teference to the Dutch East Indies bonds drawn for re-
demption was made in our issue of Nov. 4, page 3225.
P o —

City of Soissons (France) 16-Year External Reconstruc-
tion Secured 69, Gold Loan—Ruling by New York
Stock Exchange in View of Arrangements Made for
Payment of Nov. 14 Coupon.

Through its Secretary, Ashbel Green, the New York
Stock Exchange released the following on Nov. 15:

NEW YORK STOOK EXOCHANGE.
Committee on Securities.
Nov. 15 1933.

In view of the arrangements made for the payment of the Nov. 14 1933,
coupons attached to City of Soissons (France) 15-Year External Recon-
struction Secured 6% Gold Loan, due 1936, upon presentation and sur-
render of such coupons at the office of the American Paying Agent, at the
option of the holder, either (a) in United States currency amounting to
the face value of the coupons, or (b) in United States currency at the dollar
equivalent of the amount of French Francs payable on coupons at gold
parity of exchange, i.e., Francs 25.52 per dollar of coupons presented and
surrendered to the American Paying Agent, such dollar equivalent to be
computed by them on the basis of the average buying rate in New York
for exchange on Paris on the day such coupons are presented:

The Committee on Securities rules that in settlement of contracts in the
said bonds on which delivery was due prior to the interest-payment date
and should have been made with the next due coupon attached, but where
delivery is made on or after the interest-payment date without the coupon
attached and in settlement of contracts in said bonds made ‘‘Delayed
Delivery" between, Nov. 7 1933, and Nov. 9 1933, inclusive, the cash
settlement made in lieu of the coupons shall be at the option of the pur-
chaser on the basis of (1) United States currency in New York or (2) United
States currency in New York at the dollar equivalent of French Francs at
gold parity of exchange, the said dollar equivalent to be computed at the
rate at which coupons may be cashed at the office of the paying agent
on the date of actual delivery, under option (b) referred to above.

The computation of accrued interest is not changed by this ruling.

ASHBELL GREEN, Secretary.
e ———

United States Grants Formal Recognition to Soviet
Russia—President Roosevelt Announces Accord
After Series of Conferences in Washington with
Maxim Litvinoff—William C. Bullitt Named First
Envoy to Moscow—Agreement Reached on Many
Points Involving Russian-American Relations.

President Roosevelt announced yesterday (Nov. 17) that
the United States has extended diplomatie recognition to the
Union of Socialist Soviet Republics, and that in the process
of resuming normal relations after a lapse of 16 years the two
nations will exchange Ambassadors. The President has
named William C. Bullitt, State Department Adviser, to
be the first American Ambassador to Moscow. The agree-
ment on recognition, the President said, was reached at
11.50 p. m. Nov. 16, when Maxim Litvinoff, Soviet Foreign
Commissar, and Mr. Roosevelt signed an exchange of notes
during a conference at the White House. This action marked
the conclusion of a series of conferences between M. Litvinoff
and the President and State Department officials, begun
on Nov. 7 when the Russian envoy arrived in Washington
at the invitation of the President to discuss Soviet-American
relations.

Extension of recognition by the President was based on
agreement on eight separate points, covered by an exchange
of documents with M. Litvinoff.
Washington yesterday listed these documents as follows:

1. An exchange of letters saying the two Executives were glad that their
countries were resuming normal relations.

2. An exchange of notes, by which the Soviet Union and the United
States pledged each other to refrain from interferenco in the internal affairs of
the other country. This was designed as a protection from Communist
propaganda in the United States.

3. An agreement that citizens of one country in the other should be per-
mitted freedom of religious worship and exercise of ecclestiastical functions.

4. A proctocol providing that a consular convention should be negotiated,
glving Americans in the Soviet Union the same civil rights as those enjoyed
by the nationals of any third country in Russia.

5. A memorandum from Mr. Litvinoff replying to a verbal question by
the President defining prosecutions for economic espionage.

6. An agreement that the Soviet government, preparatory to a final set-
tlement of claims and counter claims between the two governments, not
make any claim with respect to court judgments or official actions affecting
obligations of the government of Russia.

7. A statement by Mr. Litvinoff that the Soviet Union would not hold
the United States responsible for property damage arising from damage to
property during the activities of United States troops in Siberia in 1918,

8. A joint statement saying that Mr, Roosevelt and Mr, Litvinoff had
exchanged views ‘‘with regard to methods of settling all outstanding ques-

tions of indebtedness and claims,' and that they hoped for a speedy solution
to these soon.

United Press advices from |
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In addition to the letters and memoranda exchanged
between President Roosevelt and M. Litvinoff, a joint state-

ment made public yesterday said:

In addition to the agreements which we have signed to-day, there has
taken place an exchange of views with regard to methods of settling all
outstanding questions of indebtedness and claims that permit us to hope for
a speedy and satisfactory solution of these questions which both our Govern-
ments desire to have out of the way as soon as possible.

Mr. Litvinoff will remain in Washington for several days for further
discussions.

Further details of yesterday’s press conference, at which
the President made his announcement, are contained in the
following Associated Press advices from Washington:

In connection with the naming of Mr. Bullitt, the President said his name
would be submitted to Moscow for approval. Mr. Bullitt has played a
foremost part in the negotiations which have bridged a diplomatic chasm
which began when the Soviet Government surmounted the old Kerensky
regime.

During the President’s conference with the press at which he announced
the resumption of Russo-American relations, he was asked whether his
announcement amounted to formal recognition or whether that would not
take place until there has been an exchange of ambassadors.

The President regarded this as a technicality and repeated that normal
relations had been resumed at 10 minutes before midnight last night.

In reading the exchange of correspondence Mr. Roosevelt placed particular
emphasis on his demand for religious freedom of American citizens in Russia.
His letter in this regard to Mr. Litvinoff the President read in full at his
press conference.

Br. Bullitt is the administration authority on Russian affairs. He made
a special study of the Soviet Government several years ago.

He was again in Europe early this year resurveying the situation abroad
and particularly as relates to Russia.

A native of Philadelphia, he engaged in newspaper work in the early part
of his career.

He has been at the elbow of Mr. Roosevelt throughout the conversations
with Mr. Litvinoff.

The announcement was made by President Roosevelt at a press conference
held a short time before he left the city for Warm Springs, Ga., for Thanks-
giving.

In anticipation of the announcement the President's executive office was
packed and jammed by newspaper men. K

Mr. Roosevelt sat calmly at his desk and did not begin speaking until
the door leading out of the office had been firmly closed. A guard watche@
to see that no one left until the conference was over.

The President paused. Pencils were raised expectantly. Instead of
talking immediately about Russia, however, the President began to read
a letter about the Iron and Steel Institute.

A laugh broke the tension.

Then, calmly Mr. Roosevelt announced that the Soviet Republics had
been recognized by the United States.

President Roosevelt had not been informed whom the Soviet Govern-
ment would designate as its representative in this country. No comment:
was immediate available from Mr. Litvinoff on this matter, but a press
conference had been arranged with him for to-night.

—_———

Imports and Exports of Soviet Russia Dropped During

First Eight Months of 1933—Shows Favorable
Balance of Trade During Period from September
1932 to August 1933—Gold Reserve of State Bank
of U. S. S. R. Oct. 1 Reported at 808,482,380 Gold
Rubles. -

According to information received by the Amtorg Trading
Corp., the gold reserve of the Note Issue Department of the
State Bank of the U. S. S. R. on Oct. 1 1933, totaled 808,-
482,380 gold rubles ($416,368,000 at par), it was announced
Nov. 6. This compares with a total of 779,464,520 rubles
at the end of the preceding quarter and with 714,515.410
rubles ($367,975,000 at par) on Sept. 1 1932, the announce-
ment added. Thus the gain in a little over a year has totaled
$48,000,000. Continuing, the announcement, issued by the
Amtorg Trading Corp., said:

At the same time, the circulation of bank notes during this period showed
a slight decline, amounting vo 3,387,438,310 rubles on Oct. 1 1933, as
against 3,430,537,630 rubles on Sept. 1 1932.

Exports during the first eight months of 1933 declined 12.3% in value,
although by only 1.9% in volume, as compared Wwith the same periodJof
1932. Imports were also reduced, and a considerable favorable balance
was accumulated. During the 12 months from September 1932 t,o.August
1933, inclusive, the favorable balance of trade of the Soviet Union was
81,090,000} rubles ($41,760,000 at par), of which 27,442,000 rubles
was recorded in August. This contrasted with an unfavorable balance in
the preceding 12 months of 212,486,000 rubles ($109,400,000 at par) ¥ It
was reported in the spring of this year that in a period of 18 months y,he
indebtedness of Soviet organizations to foreign firms had been reduced by
over 300,000,000 rubles. Since that time there has been a considerable
further reduction. The outstanding obligations of the Amtorg Trading
Corp. have been reduced from $66,000,000 two years ago to $22,000,000
at the present time.

The latest report as to the progress in the handling of the bumper grain
crop shows that on Oct. 15, 72.8% of the harvested grain had been threshed.
The threshing covered an area of 149,610,000 acres, as compared with
107,196,000 acres on the same date a year ago. On Oct. 15, 92.1% of the
entire grain harvest had been stacked, covering an area 22.7% greater than
by the same date in 1932. The yields have been exceptionally high. In
many districts of the Ukraine the wheat yield has ranged from 14 to 20
centners per hectare (21 to 30 bushels per acre), over 50% higher than
normal.

The excellent harvest and its speedy and efficient collection, avoiding the
losses experienced in past years, has resulted in a marked increase in the
income of members of collective farms. The amount of grain and other
products received by the individual members of collectives—after deliveries
to the State and payments for tractor station services have been made and
reserves for building up the social funds of the collectives set aside—is in
the great majority of districts so far studied at least double that of last year.

A previous statement relative to the gold reserve of the

State Bank of the U. S. S. R. on July 1 was given in our
issue of Nov. 4, page 3226.
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Secreary Hull Heads United States Delegation Sailing
for Pan-American Conference at Montevideo—Ex-
presses Hope of Marked Progress in Parley Opening
Dec. 3—Will Make Intensive Study of South Ameri-
can Conditions—White House Statement Bars
Currency and Tariff Discussion, Pending Improve-
ment in World Conditions—Transportation Prob-
lems to Be Stressed.

Secretary of State Cordell Hull sailed from New York
City on Nov. 11 for Montevideo, where the Pan-American
conference is to econvene on Dec. 3. Mr Hull is Chairman
of the United States delegation to the conference, and the
other members of that delegation accompanied him on the
liner American Legion. Before leaving New York Mr. Hull
said that he believed the conference would result in the most
substantial step toward Pan-American unity within the
past 20 years. He predicted that “our 21 nations with 240,-
000,000 population and their younger civilization”” would
be able to set the older civilization of 450,000,000 Europeans
“an example of high accomplishment by which the European
nations may greatly profit.”” Although Mr. Hull appeared
extremely confident of the good results that may be attained
at Montevideo, prospects of a successful outcome of the
conference were generally regarded as limited by a White
House statement issued on Nov. 9, which said that the
emergency policies adopted in almost every country because
of the depression have made it useless to discuss currency
stabilization and tariff duties at the Montevideo conference.
The United States delegation, the statement continued, will
therefore concentrate on a program to develop Pan-American
transportation facilities. The statement deseribed in detail
the agenda of the conference and listed the members of the
delegation from this country. Although the statement was

“not issued in President Roosevelt's name, it was reported
from Washington that it had received his approval. The
text of the White House statement follows:

Final plans were approved to-day for the participation of the United
States delegation in the conference of American States to be convened
December 3 in Montevideo, Uruguay, the seventh of a continuing series of
conferences among the neighbor American republics for promoting good will
and better communications.

President Roosevelt regards the meeting to be of such importance in
increasing understanding and accord among the American States that
he has directed Secretary of State Hull to attend in person. Mr. Hull
not only will participate in the sessions at Montevideo, but will avail
himself of the opportunity to stop at the regular steamship ports of call
on both coasts and visit the capitals of several other Latin American
countries, which he hopes may include Mexico, thereby establishing contact
and personal relations with their statesmen.

The official delegates are announced herewith. The complete delegation
and its staff is as follows:

The Secretary of State, Chairman of the delegation.

Assistant to the Chairman, Hugh S. Cummings Jr.

Delegates: Alexander W. Weddell, of Virginia, American Ambassador to
Argentina; J. Reuben Olark, of Utah, formerly American Ambassador to
Mexico; J. Butler Wright, of Wyoming, American Minister to Uruguay;
Spruille Braden, of New York; Miss Sophonisba P. Breckinridge, of Ken~
tucky.

Secretary General: James Clement Dunn, of the Department of State.

Adviser: Ernest H. Gruening, of New York. )

Techinical Advisers: Wallace McClure, of the Department of State;
Alexander V. Dye, Commercial Attache at Buenos Aires; James C, Corliss,
of the Department of Commerce.

Press Officer: Ulric Bell, of Kentucky.

Secretariat: Secretary, Warren H. Kelchner, of Pennsylvania. Assistant
Secretaries: Hayward Gibbes Hill, of Louisiana; Hartley Edward Howe,
of Massachusetts.

The delgation will sail from New York on the S. S. American Legion on
Saturday.

In approaching the problems of the conference the Administration has
given careful and hopeful study to means of contributing some practical
expression of President Roosevelt's good-neighbor policy.

This study has brought the conviction that no matter what advantageous
arrangements are made ultimately, such arrangements will lack full ef-
fectiveness in increasing neighborly contacts and trade unless there is
betterment in the rapidity of communications and transportation. Such
betterments will have an actual value in bringing the two continents even
closer together.

At present, for example, as long as the German dirigible now travels
from Europe on a regular schedule to South America in 60 hours, while
steamship travel to Montevideo from New York requires more than two
Weelfs. the United States will be more and more at a serious disadvantage,
as air travel increases.

Therefore, it is the intention of the United States to urge upon the con-
ference that the section of the program relating to transportation be taken
up as one of the early subjects.

It will be the polciy of the United States to work out, in collaboration
with the other Governments, an exploratory program looking to the im-
mediate acceleration of improvements in all four forms of transport and
Dassenger travel—by air, highway, water and rail.

Though motor roads would carry considerable freight traffic, they also
would greatly increase tourist travel and greatly benefit a better Pan-
American understanding.

For some years an Inter-American Highway Commission has con-
sidered in theory a road that would lead from this country to the tip of
the southern continent. Recent studies have shown that, except, for a
small stretch lying in Costa Rica, the completion of such a road from the
United States to Panama within a year after full agreement by Mexico
and the Central American Republics would be entirely feasible with the
co-operation of the neighbor Governments.

An 8,750-mile highway from the Texas border to Santiago, Chile, would
require only half as much road building as will be undertaken in the United
States this year under the public works program. Such a system, if con-
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structed of concrete, would call for 45,000,000 barrels of this material,
or one-third of the total present output of this country.

The immediate program proposed by the United States therefore is to
have a proper scientific survey made of the contemplated route at a cost
of less than $500,000.

President Roosevelt has indicated that he will recommend to Congress
that the United States bear the entire immediate cost of this most important
survey, later on asking the other Governments to share in the costs of the
project. This initiative by the United States has been decided upon as a
menas of giving early impetus to the proposal. The survey would of
course be conducted only with the full approval and co-operation by each
of the republics interested.

As to rail transportation improvements the Administration has taken
under serious consideration the means of providing necessary funds for
field studies looking to the development of a new proposed route as a
substitute for the original road, the east line of which traverses a rich un-
developed territory east of the Andes, extending to Buenos Aires.

It is the conviction of the Administration that great possibilities lie in
this development but that the most careful studies should precede the final
determination of the cost and questions. Meanwhile, while it is theo-
retically possible to carry freight from New York to Guatemala it is im-
practical because of impossible grades and varying rail gauges which make
the establishment of a standard gauge a prime requisite of inter-continental
connections.,

The present mail subventions in the nature of subsidies should be re-
adjusted to a strictly business basis that would be free from such abuses
as have been known in the past. The general public would better under-
stand a bald subsidy as a substitute for mail subsidies which are disguised
at present as mail subventions. Congress may well be asked to act accord-
ingly.

Air travel possibilities are immediate for both express and passenger
service. Private companies already have developed large planes which
make regular trips around the coastal line of South America. But, un-
fortunately, owing to lack of beacon lights and to this alone, these planes
can travel only by day and the trip takes seven days from Miami,

By providing lights, it is possible to cut down the present travel time of
seven days from Miami to Buenos Aires, for example, to a little more than
two days. Passengers, mail and express—up to 15,000 pounds—can now
be carried. With lights, a fast mail and express plane could go from New
York to Buenos Aires in two and one-half days and a more comfortable
passenger service cold be operated between those points on a three-day
schedule.

The policy of the United States in this respect will be, in collaboration
with the other nations, again to offer the initiative, by offering any neces-
sary financial support for the lighting of these airways to the fullest prac-
ticable extent. Congress will be asked to stand behind this policy.

Otherwise the conference at Montevideo will proceed to discuss a program
prepared for the unavoidably postponed conference of two years ago.
However, since that time internal economics in nearly every country
concerned have made necessary certain temporary policies regarding a
number of important phases of economic and trade conditions which will
obviously render impracticable at this time useful conclusions as to some
items on the old agenda.

It is understood, of course, that when the temporary conditions ne-
cessitating emergency policies have passed, the United States will take up
these items in accordance with the original program. Meanwhile, un-
settled conditions, such as European commercial quota restrictions, have
made it seem desirable for the United States to forego immediate discussions
of such matters as currency stabilization, uniform import prohibitions,
permanent customs duties and the like.

Otherwise, the conference, subject to the wishes of the delegates, will
undertake to deal with the extensive agenda which includes such important
subjects as the organization of peace, international law, the political and
civil rights of women, uniform legislation respecting bills of lading and
exchange methods, social problems, intellectual co-operation and the best
means of profiting from results of Pan-American conferences.

Though not on the agenda, it is probable that the question of radio
communications will be taken up with a view to their improvement.

Before sailing from New York on Nov. 11 Mr. Hull in an
interview with newspaper men said that he hoped to make an
exhaustive study of the entire South American situation, but
that he did not know how widely his duties in Montevideo
would permit him to travel, or what countries in addition to
Uruguay he would be able to visit. A formal statement
which Mr. Hull had prepared for the press read as follows:

Our delegation to the Montevideo conference is sailing under auspices
which I believe should do a great deal to improve even more the spirit of
neighborly understanding prevailing between the United Svates and the
Latin-American republics.

Certainly we shall endeavor to deepen the feeling that this country's
interest is that of the common interest of all.

A fine freiendly feeling on the part of both our people and those of
Latin-America provides a most helpful beginning to our efforts. Common
interests, similar problems and mutual devotion to the freedom offered by
democaratic forms of government support us as we approach the problems
of the conference.

In seeking to put into practical operation President Roosevelt's good
nieghbor policy, we are adopting his rule of first things first. If at Monte-
video we can deal soundly with some of the basic problems of good relations,
we shall be laying the groundwork for permanent achievement. We shall
attempt, therefore, to do the things that can most intelligently be done in
a time of unsettled conditions. In this way, we hope to build for the future,

A more substantial step forward in Pan-American unity can and I believe
will be taken at Montevideo than all others in two decades. I am speaking
of the possibilities of mutual economic national and international planning,
While serious impediments do exist, the need and the opportunity are far
greater than ever before. Every country is busy with its internal economic
plannig for depression relief, but each is only able to advance slowly and
with more or less temporary emergency programs. The same handicaps
apply to international planning, and especially to some of its more perma-

. nent phases.

We shall, however, hope to lend the strength of all to the efforts of
each., Iseenoreason why we should not make an exhaustive study and
sound interpretation, for example, of such matters as the resources, pro-
ductive capacity, general economic conditions, transportation needs and
other essentials in all countries as they relate to the welfare of each, At
the same time we can also turn our attention to such questions as con-
ciliation methods, arbitration procedure, reciprocal commercial arrange-
ments and others out of which concrete progress may come within the next
12 to 18 months.

Present reciprocity treaty negotiations, for example, will be continued
on an increasing scale.

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




Financial

Volume 137

‘Continents, no more than nations, canno longer engage in helter-skelter
economics. We are living under a new order calling for orderly mutual
efforts. We go in this spirit to Montevideo. I have confidence that our
21 American nations, with their 240,000,000 population and their younger
civilization, will be able to furnish an example of high accomplishment at
Montevideo by which the European nations, with their 450,000,000 popu-
lation and their far older civilization, may greatly profit.

At a meeting of the Governing Board of the Pan-American
Union in Washington on Nov. 1, Secretary Hull was unani-
mously re-elected Chairman of the Board. This post has
always been held by the Secretary of State of the United
States. A Washington dispateh of Nov. 1 to the New York
“Times,” reporting Mr. Hull's election, said:

In nominating Mr. Hull, Dr. Adrian Recinos, the Guatemalan Minister
and Vice Chairman of the board, said that the Secretary of State “‘has been
the faithful interpreter of the friendly policy of the Government of this
<ountry toward the other republics of America."”

On behalf of the other members of the Governing Board Dr. Recinos
expressed the gratification of the Latin-American republics at Mr. Hull's
forthcoming visit to Montevideo to attend the opening days of the Seventh
Pan-American Conference, scheduled to open there on Dec. 3.

———es

Number of American Holders Said to Have Agreed to
Plan for Release of Funds Frozen in Argentina—
May Convert Blocked Balances Into U. S. Dollar
or Sterling Argentine Treasury Bills—Date for
Transmission of Subscriptions Extended to Nov. 25.

It was announced in New York on Nov. 14 that American
holders of approximately 30,000,000 pesos of blocked bal-
ances in Argentina have accepted an agreement negotiated
by a committee representing this country’s exporters and
investors with the Minister of Finance of the Argentine
Republic for the gradual release of these funds. The total
amount of blocked funds held by American interests is esti-
mated at approximately 100,000,000 pesos, or more than
$35,000,000. Acceptance of the plan by holders of at least
40,000,000 pesos of the frozen balances was expected before
the end of this week.

Members of the committee which negotiated the agreement
and which previously had concluded similar arrangements for
the release of blocked milreis in Brazil, are Palmer E. Pierce,
Chairman of the Council on Inter-American Relations, Eu-
gene P. Thomas, President of the National Foreign Trade
Council, and James S. Carson, of the Argentine-American
Chamber of Commerce. The announcement in behalf of
the Committee said:

The agreement provides for the issuance of U. 8. currency dollar Argen-
tine Treasury bills, payable in 180 equal monthly maturities over 15 years
in New York, with interest at 2%. A 4% annual amortization is provided
for the first five years, with the remainder amortized at 8% annually over
the remaining ten years. These bills will be issued at a fixed rate of 38.76
cents U. 8. currency per paper peso and will give holders the option, during
the life of the bills, to convert into 20-year 4% dollar bonds, with amortiza-
tion beginning the sixth year, on terms generally similar to the sterling bonds
issued in Great Britain under the Runciman Roca agreement.

Subject to the consent of the British Treasury, two options permitting
conversion into sterling Argentine Treasury obligations are also offered by
the Argentine Government. The first provides for conversion into Argen-
tine Treasury notes at the sterling peso rate prevailing on the day the agree-
ment becomes effective (through the subscription of a minimum of 40,000,-
000 paper pesos), subject to 3% discount on the rate. The seocnd permits
conversion into an additional issue of sterling Argentine bonds, similar to
existing Argentine Roca 4% bonds, with amortization beginning the sixth
year,

‘While the plan is intended to cover all balances blocked as of May 1
whether arising from imports, investments, earnings or other sources, it is
announced that the Argentine Finance Minister will entertain subscriptions
for any larger amount arising from balances blocked subsequent to May 1.
Any Argentine government obligations in which blocked balances have been
invested may be tendered as part of the subscription, and will be received
at their market valuation on the day of presentation.

The expiration date for the transmission of subseriptions

to Buenos Aires, which had been set for to-day, Nov. 18, has
been extended to Nov. 25. :

Application by cablegram to the Argentine Ministry of
Finance to extend the time limit for memoranda on American
credits in Argentina until a week from to-day was made on
Nov. 15 by the Argentine Trade Commission in New York,
according to the New York “Times’’ of Nov. 16, which also
said:

Elias M. Saravia, official Argentine trade delegate, who made the an-
nouncement, said the extension was sought because the original request had
not reached interests representing an estimated $25,000,000 of United States
credits in Argentina. Information received to date covers about $40,000,-
000 of credits.

Funds have been released in Argentina to cover all credits, but receipt
of information as to the total of credits is needed before the release can be
completed, according to Mr. Saravia.

i M e
Argentina Accepts Loan—Syndicate Grants $20,000,000
to Free Frozen Funds.

Under date of Nov. 9, United Press advices from Buenos
Aires, Argentina, to the New York ‘“Herald Tribune’, said:

A loan of 320,000,000 French francs (nearly $20,000,000), offered by
French, Swiss, Dutch and Belgian holders of frozen funds in Argentina,
was accepted by the government to-day.

The terms are identical with the loan by which the British unfreed their
frozcn credit here. Bonds will be issued bearing 4% interets, and amortiza-
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tion at 5% is to begin after the fifth year. The holders of the credits will
absorb the bonds, discount them at home and obtain immediate cash for
their Argentine holdings.
Negotiations are still under way with a committee from New York to
free $32,000,000 in frozen.United States credits by a similar plan.
———

Conversion by Argentina. 69, Bonds for 1,350,000,000
Pesos Changed to bs.

A cablegram, Nov. 14, from Buenos Aires, to the New
York “Times,” said:

Finance Minister Frederico Pinedo announced to-day conversion of Na-
tional Mortgage Bank cedulas into a 5% issue, with a 1% cumulative sink-
ing fund. The cedulas, which hitherto paid 6%, are Argentina's most
popular investment securities, and are quoted on the New York Stock
Exchange and several European exchanges. The conversion embraces
the entire 41 issues, totaling approximately 1,350,000,000 pesos.

‘With conversion of the cedulas, interest is reduced to 5% on the govern-
ment's entire internal indebtedness, totaling approximately 3,000,000,000
pesos.

Minister Pinedo announced that this terminates conversion operations,
scotching rumors that the government would convert the foreign debt as
well. The entire internal debt as well as cedulas will be automatically
liquidated in 35 years.
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———————

Currency Problems Pan-American Issue—Mexican Del.e-
gate, in Chile en Route, Suggests Unit for Latin
Republics.

Under date of Nov. 11, a cablegram from Santiago, Chile,
to the New York ‘“Times’’ said:

Emphasis was put on Latin-Americanism, in preference to Pan-Ameri~
canism, in a discussion of the program of the coming Pan-American Con~
ference at Montevideo, by Jose M. Puig Casauranc, Foreign Minister of
Mexico, who was here to-day en route to Montevideo as chief of his
country’s delegation.

The conference should further the unity of Latin-American efforts,
Senor Puig said. The delegation he heads, he declared, did not intend to
press special subjects which were Mexico's affairs, but was prepared to
deal mainly with problems that affected all the Latin-American republics.

He planned to submit to the other Latin-American delegations before
the opening of the conference a list of subjects and to seek either co-operative
action on these items or their removal from the agenda if it were evident
they would not be supported in the conference.

Consideration of financial matters would be one of the most important
points for the Mexican delegates, the Minister said. He believed the con-
ference would gain by the experience of the World Economic Conference
in London last summer.

He suggested a standard monetary unit, possibly based on the principle
of bimetalism, might be considered for the American nations.

—_————

Ambassador Welles to Consult with President Roose-
velt on Cuban Situation To-morrow (Nov. 19)—
Comparative Quiet Reported on Island.

Sumner Welles, United States Ambassador to Cuba, will
confer with President Roosevelt to-morrow (Nov. 19)
regarding recent developments in the Cuban situation,
according to an announcement on Nov. 15 by William
Phillips, Acting Secretary of State. Mr. Welles was expecte.d
to fly from Havana to Warm Springs, Ga., where the Presi-
dent will spend the week-end. He will return to Havana.
immediately after the conference. The statement by Mr.
Phillips follows:

In view of recent developments in Cuba, Ambassador Welles has requested
permission to have an opportunity o discuss the situation with the Presi-
dent. Inasmuch as the President is to be in Warm Springs for the week-end
and as Warm Springs can be quickly reached from Havana, the President
has indicated that he will receive Mr. Welles there on Sunday. After his
conference Mr. Welles will return to Havana.

Conditions in Cuba have been comparatively quiet this
week, following the defeat of a revolt against the regime of
President Grau San Martin, as deseribed in our issue of
Nov. 11, page 3408. The leaders of the rebellion were all
placed on trial by court martial, and the verdiet against the
38 defendants was then submitted to President Grau San
Martin. It appeared likely, however, that the execution of
the court martial sentences would be indefinitely delayed.
The details of the verdicts had not been published late this
week.

—_—

Ruling by.New York Stock Exchange Ends Technical
Corner of Month’s Duration in Class A Stock of
Pierce-Arrow Motor Car Co.

The New York Stock Exchange on Nov. 3 broke a tech-
nical corner which had existed for more than a month in
the class A stock of the Pierce-Arrow Motor Car Co. As
to this we quote further as follows from the New York
“Times” of Nov. 4:

The stock dropped from 2 to 1 after the Committee on Securities of
the Exchange had issued a ruling that transactions in the issue could
be settled by delivery either of the class A stock or of the equivalent cer-
tificates of new common stock issued in accordance with the recapitalization
of the company.

On Oct. 18 the Exchange, in an unprecedented action, instructed brokers
to warn their customers of what seemed to be a serious discrepancy in
the prices of Pierce-Arrow old class A and preferred stocks. These issues
are exchangeable for the new common. Despite the fact that the pre-
ferred stock was entitled to receive 32 times as much of the new common
as the class A stock, the latter issue was then selling at about $3 a share,
of about one-sixth of the price quoted for the preferred at the time.

This discrepancy was believed to have been caused by the existence
of a short interest in the class A stock. Many traders apparently believed

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




3580 Financial

that short sales of the latter issue could be settled only by the delivery

of class A stock.

Under the Pierce-Arrow recapitalization plan 3 1-5 shares of new 35
common stock are being issued for each share of old preferred and 1-10th
of a share of new common is being issued for each share of old class A
stock. The new common stock was listed on the Stock Exchange several
days ago.

——

No Deposits Made of Cuban Tax Funds—Chase Na-
tional Bank Said to Hold Pledge of 909, of Public
Works Revenue as Security.

The following is from the New York “Times’’ of Nov. 17:

The Grau San Martin Government in Cuba has made no deposits with
the Havana branch of the Chase National Bank of revenues from the
public works taxes, 90% of which should be placed with the bank for appli-
cation against the Cuban loans under an agreement between the bank and
the Machado Government. Irregular payments were made by the de
Cespedes Government, which preceded the present regime.

The Cuban Government owes the Chase Bank $867,000 as the balance
of an advance made by the bank on June 30 to enable the Machado regime
to complete payment of $1,250,000 of public works serial certificates
which were due them. It was in connection with this loan that an agree-
ment was made pledging 90% of the public works taxes. The complete
cessation of transfers of these funds may complicate the entire Cuban
debt situation, involving the $80,000,000 of publicly and privately held
obligations issued against public revenues. Interest in the amount of
$1,100,000 is due Dec, 31 on the $40,000,000 of 5} % public works bonds

P S
Short Interest on New York Stock Exchange Dropped

95,772 Shares, Oct. 31—Total of 779,228 Shares
Lowest Reported by Exchange.

A new low figure for total short interest on the New
York Stock Exchange existed as of the opening of business
on Oct. 31. The Exchange announced on Nov. 11 that
the total on that date, as compiled from information se-
cured by it from its members, was 779,228 shares. This
is the lowest figure to be reported by the Exchange since it
began issuing the short interest figures in May 1931. Com-
pared with the Sept. 29 total of 875,000 shares, the previous
low figure, it represents a decrease of 95,772 shares.

—————
New York Stock Exchange Postpones Effective Date
of Ruling Prohibiting Odd-Lot Security Dealers

from Dealing in Full Lots Until Jan. 1 1934—
Would Have Become Effective Nov. 15.

The ruling of the New York Stock Exchange adopted
on Oect. 10, which would have prohibited dealers in odd-lot
securities listed on the Exchange from dealing in full lots
after Nov. 15, is not to become effective until Jan. 1 1934.
Action deferring the date was taken at a meeting of the
Governing Committee of the Exchange Nov. 10, we learn
from the Exchange’s weekly bulletin of Nov. 11. The
ruling of the Exchange of Oct. 10 was given in these ecolumns
Oct. 14, page 2731. The announcement in the bulletin
regarding the Governing Committee’s meeting, Nov. 10,
follows:

Nov. 10 1933.

At a special meeting of the Governing Committee held this day, the
effective date of the amendment to Sec. 3 of Chapter XI of the rules
adopted by the Governing Committee pursuant to the constitution, which
amendment was adopted on Oct. 10 1933, was adjourned from Nov. 15
1933 to Jan. 1 1934.

—_—

New York Curb Exchange Adopts Two-Day Delivery
Plan—Similar to One Adopted by New York
Stock Exchange.

At a meeting of the Board of Governors of the New York
Curb Exchange held Nov. 10, the two-day delivery plan
was approved, it was announced by the Exchange on Nov. 11.
The plan went into effect in transactions as of Nov. 16,
the delivery date of which will be Nov. 20. This plan
is similar to the one recently adopted by the New York
Stoeck Exchange. The following brief summary of the
plan was issued by the Exchange:

Contracts made “Regular Way,” instead of being settled on the next
full business day following the day on which the transactions were entered
into, will be settled on the second full business day. In other words,
Monday's transactions will be settled on Wednesday, Tuesday's transac-
tions will be settled on Thursday, Wednesday’s transactions will be settled
on Friday, Thursday's transactions will be settled on Monday of the
following week, and Friday's and Saturday’s transactions will be settled
on Tuesday of the following week. A holiday intervening between the
day of the transactions and the settlement day will postpone the settlement
by one day. Thus, if a transaction was made on Monday, and either
Tuesday or Wednesday was a holiday, settlement would be made on
Thursday instead of Wednesday.

A reference to the New York Stock Exchange’s second-day
delivery plan appeared in our issue of Sept. 9, page 1850.
—_—

Senate Inquiry into Stock Market Trading—Ques-
tionnaire Addressed to Some 50 Banks of Country
—Data Sought Relative to Loans in Pool® and
Syndicate Operations—Bank Presidents Subpoe-
naed to Testify Regarding Loans.

A number of the larger banks throughout the country—
some 50, it is stated—have been asked by Ferdinand Pecora,

Nov. 18 1933

Chronicle

counsel to the Senate Banking and Currency Committee in-
vestigating stock market trading, to supply data respecting
“Street loans,’” secured loans, loans incident to the financing
of syndicate or pool operations in stocks, &e. The informa-
tion called for is for the period from 1929 to 1933. The
questionnaire follows:

QUESTIONNAIRE.

I. Give the following data for your bank as of the close of business
on July 31 for each of the years from 1929 to 1933 inclusive:
A. Total amount of Street loans.

1. Total amount of such loans carried by your bank for

own account.

2. Total amount of such loans carried for the account of

others.
(a) Total amount of such loans carried for the account
of other banks.
(b) Total amount of such loans carried for the account
of corporations other than banks.
(¢) Total amount of such loans carried for the account
of co-partnerships or individuals.
B. Total amount of day loans made on July 31 in each of the
above years.
II. Give the following information as of July 31 or any day of the
month of July for each of the years from 1929 to 1933 inclusive:
1. Total amount of all “secured loans’ exclusive of ‘‘Street loans."

(a) Total amount of loans such which were demand loans,

(b) Total amount of such loans which were time loans.

(c) Total amount of such loans which were secured by
United States Government bonds.

(d) If possible give an estimate of the total amount of these
loans which were secured by real estate mortgages,
life insurance and similar items other than securities,

III. Give the following information for your bank for each of the years
from 1929 to 1933 inclusive: .
A. Number of loans made with or without security, pursuant to
credit arrangement for financing syndicate or pool operations
of any nature in stocks.

B. Total amount of such loans.
Note.—Include in the above all syndicate and pool transactions in which
the bank participated whether the sums advanced were carried in the

“loan,"” “investment,” or other accounts.

IV. Give the following data for your bank for each of the years from
1929 to 1933 and for the period from Jan. 1 1933 to Sept. 15
1933 inclusive:
A. Total gross amount written off or specifically reserved against
in each of the classifications set forth in “I-A' and “IT."
B. Total number of such loans thus affected.
C. Set forth separately the total amount of subsequent recoveries
on such write-offs.

V. Give the following data for your bank for each of the years from
1929 to Sept. 15 1933 inclusive.
A. State whether you bank participated in any syndicate or pool
accounts either in

1. Originating group.
2. Banking group.
3. Distributing group.
4. Participant for your own account,

If such participation in “4" was made wholly or in part for account of
customers, give the details thereof.

If your answer to any of the above is in the affirmative, furnish photo-
static copy of each of the syndicate or pool agreements or of the corre-
spondence which formed the basis of the syndicate or pool agreement.

VI. Give the following data for your bank for each of the years from

1929 to Sept. 15 1933 inclusive:

A. Name of each and every member or member firm of the New
York Stock Exchange used for the sale or purchase of any
securities, whether for your own account or account of
others.

VII. Name of each and every member or member firm of the New York
Stock Exchange for whom loans were being carried by your bank
either for your own account or for the account of others, as of the
close of business on Sept. 12 1929 and as of the close of business
on July 15 1933, and the amounts of each of the said loans.

VIII. Name of each and every member or member firm of the New York

Stock Exchange associated with you ar participating with you in

the retail distribution of any stocks by your bank.

It is reported that Presidents of 40 or more banks have
been subpoenaed by the Committee in furtherance of the
inquiry into bank loans used for stock speculation from
1929 to 1933. Washington advices No. 16 to the New
York “Times’’ said:

The subpoenas call for their appearance Nov. 24 before the Senate
Banking and Currency Committee and were issued at the request of Ferdi-
nand Pecora, its counsel, after some of the bank Presidents refused to
provide the desired information by the questionnaire route.

Among the bank Presidents already subpoenaed for Nov. 24 are Philip
Stockton of the First National Bank, Robert T. Brewer of the Merchants
National Bank, and Walter 8. Bucklin of the National Shawmut Bank,
all of Boston.

Similar subpoenas are now being served on Presidents of large banks
in New York, Chicago, Washington, St. Louis, Pittsburgh and other
leading cities. The names of these other banks will be made public to-
morrow by Mr. Pecora.

Wide Field Is Covered.

The Senate Committee, in seeking originally to obtain this by ques-
tionnaire, asked the bank Presidents for information about the amount
of money lent on collateral, to syndicates and on margin in a manner
calculated to show what part of their loans during the five-year period
went into Stock Exchange transactions, in comparison with their loans
for strictly commercial purposes.

Replies came from some bank Presidents refusing to respond on the
ground that, if they were to answer by questionnaire, they would be
reproached by customers to whom they had made such loans. 1In these
cases subpoenas were issued.

Late to-day Mr. Pecora said the decision to send subpoenas to all the
forty-odd bank Presidents had now been made in pursuance of a plan
suggested by some bank Presidents to relieve them of any reproach for
furnishing the desired information except under subpoena.
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The forty-odd bankers are not all heads of National banks. Some
arge banks not members of the Federal Reserve System are on the list.
Members of the Federal Reserve Banking System are required to report
so-called brokers' loans, but they do not report loans to syndicates and
trading accounts. For this reason officials of the Reserve System had
never been able to get a complete picture of the extent to which bank
loans were used for stock market speculation, Mr. Pecora said.
P Another questionnaire, now being answered by members of the New
York and other stock exchanges, was also framed to develop further the
stock speculation picture which the Senate market inquiry is drawing.
B Mr. Pecora said to-night that replies to the Stock Exchange ques-
tionnaire had been received from about 200 brokers. When all answers
have been received they will be combined and analyzed by committee
experts.
w& Richard Whitney, President, and other officials of the New York Stock
Exchange, along with officials of other exchanges, will then be summoned
to Washington to testify.
M The New York Stock Exchange officials will be asked about the result
of the investigation they are now making of the books of E. F. Hutton
&[Co. and others, in connection with the $33,000,000 purchasing syndicate
which reaped a profit of more than $12,000,000 in the Sinclair Consolidated
common stock pool managed by Arthur W. Cutten of Chicago in 1929.
—_—

Text of NRA Code for Stock Exchange Firms as
Approved by President—Letter of General Johnson
to President Roosevelt Transmitting Code.

In our issue of Nov. 11, page 3414, we noted the approval
by President Roosevelt, on Nov. 4, of the NRA code for Stock
Exchange firms. The code became effective on Monday of
this week, Nov. 13, and on the coming Monday, Nov. 20, a
meeting will be held at the office of the Association of Stock
Exchange Firms for the appointment and election of mem-
bers of the Board of Administrators of the code. A letter,
signed by Frank R. Hope, Chairman of the Code Committee
of the Association of Stock Exchange Firms, and Frederick
I'. Lyden, Secretary of the Committee, has been addressed,
as follows, to New York Stock Exchange brokers. The letter
follows : A

The code of fair competition for Stock Exchange firms, approved by the
Administration, was signed by President Roosevelt Saturday, Nov. 4, and
beconres effective Monday, Nov. 13.

We enclose herewith two copies of the code with General Johnson's formal
approved and President Roosevelt’s Executive Order; one copy to be executed
and returned as herein explained, and the other copy to be retained by you.

This code is binding upon all firms and individuals engaged in the business
of trading in securities on any regularly organized Stock Exchange as pro-
vided by Article I, Subdivision (b), whether such person or firm voluntarily
assents to the code or not. Only those, however, voluntarily assenting are
entitled to participate in the administration of the code. It is earnestly
hoped that all will voluntarily assent. To voluntarily assent you must
execute the letter, Schedule A, attached to the code enclosed herein for
execution and return such code so executed to Mr. Frederick F. Lyden,
42 Broadway, Suite 1605, New York City. We request that you promptly
execute and return this code, as it is imperative that the Board of Admin-
istrators be promptly constituted and organized to carry out the duties im-
posed upon it by the code.

You are notified that there will be a meeting held at the office of the
Association of Stock Exchange Firms, 42 Broadway, New York City, at
8 p. m., Monday, Nov. 20, for the appointment and election of members of
the Board of Administrators of the code. Stock Exchange firms not mem-
bers of any association, when returning the assent as above provided, should
also indicate in writing the individual for whom they wish to cast their vote
as a member of the Board of Administrators, as Stock Exchange firms not
members of any association are entitled to elect one member to the Board
of Administrators. Stock Exchange firms that are members of any associa-

tion should not make any such designation as their respective associations °

will designate their members on the Board of Administrators.

The text of the code, together with President Roosevelt's
Executive Order and General Johnson's letter, was made
public by the Association of Stock Exchange Firms, as

follows :
EXECUTIVE ORDER.

“Code of Fair Competition for Stock Exzchange Firms.

An application having been duly made, pursuant to and in full compliance
with the provisions of Title I of the National Industrial Recovery Act, ap-
proved June 16 1933, for my approval of a code of fair competition for
Stock Exchange firms, and hearings having been held thereon and the Admin-
istrator having rendered his report containing an analysis of the said code of
fair competition, together with his recommendations and findings with
respect thereto, and the Administrator having found that the said code of
fair competition complies in all respects with the pertinent provisions of
Title I of said Act, and that the requirements of Clauses (1) and (2) of
Subsection (a) of Section 3 of said Act have been met:

Now, therefore, I Franklin D. Roosevelt, President of the United States,

. pursuant to the authority vested in me by Title I of the National Industrial
Recovery Act, approved June 16 1933 and otherwise, do adopt and approve
the report, recommendations, and findings of the Administrator, and do
order that the said code of fair competition be, and is hereby approved.

FRANKLIN D. ROOSEVELT.
The White House, Nov. 4 1933,
Approval recommended :
HUGH S. JOHNSON, Administrator.
Nov. 8 1933.
The President, The White House.

Sir: I beg to transmit herewith the report of the hearing on the code
of fair competition for Stock Exchange firms conducted in the Auditorium,
United States Chamber of Commerce Building, on Oct. 17 1933, in accord-
ance with the provisions of the National Industrial Recovery Act. The
application for this code was presented by the Association of Stock Exchange
Firms (New York), on behalf of its members and on behalf of similar associa-
tions of members of stock exchanges and members of stock exchanges through-
out the country. The applicant thus represents approximately 983, % of
the recorded transactions in listed securities on all the important Exchanges
in the first eight months of this year.
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The hearing brought out a remarkable comparison of employment and
wages as of a recent date with like figures during 1929. Current surveys of
representative firms in New York and Chicago revealed that on Aug. 1 1933
the number of employees of such firms in New York was 99% of March 1
1929, and in Chicago such number was 4.3% greater than on Aug. 1 1929.
Wages of employees of the same firms in New York was 85% of the annual
wages paid for 1929, whereas in Chicago the average weekly pay per em-
ployee for three months prior to Aug. 1 1933 was 66.29 of the average
weekly pay for the three months prior to March 1 1929.

Firms in New York and outside of New York reporting to the Code Com-
mittee showed that 959 of the employees of the former and 93% of the
latter are paid more than the minimum rate and more than 329% in both
instances are paid over $35 per week, The averaze weekly sales volume on
the New York Stock Exchange for the first eight months of this year was
67.5% of the average weekly volume for the year 1929, whereas on the
Chicago Stock Exchange volume of business for the first nine months of
1933 was approximately 721%9% of the like period of 1929. It would thus
seem that Stock Exchange firms continue to employ about the same number
of persons as they did when the volume of their business was much greater,
and that they have not discharged their employees proportionately with the
decline of their business. It is necessary that firms employ complete tech-
nically trained staffs at all times in order to handle the unpredictable flue-
tuations in volume. The result is that at times they are over-manned and
at other periods must work their staffs overtime. Provision in the code is
made for overtime remuneration. Moreover, in this respect it is common
knowledge that Stock Exchange firms are exceptionally generous in bonus
dsitributions to employees during active markets.

The code does not contain provisions covering fair practices, although the
Division Administrator urged upon the Committee the inclusion of provisions
intended to regulate and co-ordinate methods and practices on all stock
exchanges. Detailed reasons for such omission were subsequently embodied
in a letter from counsel for the applicant and included in this record. In
substance, these reasons are: Existing “fair practice’ rules and regula-
tions of the several stock exchanges; the time required to reconcile differ-
ences and promulzate a uniform system for dissimilar situations; obligations
under a code would have to be consistent with obligations of memberships in
the several exchanges ; limitation under a code of the authority of the several
governing bodies to modify their respective practices as required by experi-
ence and ever-changing conditions; and the lack of power of, and the ex-
tended time required for, the Code Committee to negotiate fair-practice
provisions for the entire business throughout the United States. It is con-
ceded that there is substantial ground upon which these objections are based.
In principle, fundamental changes affecting the welfare of many should be
carefully considered. This opportunity the President and the Administrator
hold under the code.

There were no objectors to the code from the business, and but one from
the public, this relating to curb trades in an unlisted security. The protest
was immediately filed by the Administrator with the Code Committee.

The code has been accepted by the Association of Stock Exchange Firms
and has received the approval of the several Advisory Boards of the National
Recovery Administration.

I find that the code complies with the pertinent provisions of Clauses (1)
and (2), Subsection (a) of Section 3 of the National Industrial Recovery Act.
I recommend, therefore, that you approve the code of fair competition for
Stock Exchange firms as submitted herewith.

Respectfully,
HUGH S. JOHNSON, Administrator.

CODE OF FAIR COMPETITION FOR STOCK EXCHANGE FIRMS UNDER
NATIONAL INDUSTRIAL RECOVERY ACT.
The code is adopted pursuant to Title I of the National Industrial Recovery

Act to endeavor to effectuate the policy therein enumerated in so far as
applicable.
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Article I—Definitions.

Whenever used in this code or in any schedule annexed hereto the terms
hereinafter in this Article I shall, unless the context shall otherwise clearly
indicate, have the respective meanings hereinafter in this Article set forth.

(a) The term “code” as used herein means and includes this code and all
schedules annexed hereto as originally approved by the President and all
amendments hereof and thereof made as hereinafter provided.

(b) The term “employer” as used herein means and includes, but with-
out limitation, every individual, partnership, firm, association, corporation,
or other entity, that is (1) a member of any regularly organized stock
exchange or has the privilege of any such exchange for itself or any of its
partners or executive officers, and is also (2) regularly engaged as its
major business in the buying, selling, trading in or otherwise dealing in
stocks, bonds, or other securities, and/or commodities ;, provided, however,
that no one whose business shall consist of dealing only in commodities shall
be included in such definition and further provided that a member of any
commodity exchange who s included in this definition shall be bound by
all provisions of any code of fair competition applicable to members of Com-
modity Exchanges with the exception of the lahor provision thereof, in
which latter respect the labor provisions of this code shall be effective.

(¢) The term “‘employee” as used herein shall apply to every person em-
ployed by an employer as herein defined.

(d) The term ‘“‘effective date” means and includes the date on which
provisions of this eode become effective and will be the second Monday after
this code is approved by the President. .

(e) The term “Administrator” as used herein shall mean the Adminis-
trator appointed by the President under the National Industrial Recovery Act.

(f) The term the “President” means the President of the United :States
of America.

Article 1I—Labor Provisions.
ees shall have the right to organize and bargain collectively
fhmugh representatives of their own choosing and shall be free from th;a
mterfer?nce, restraint, or coercion of employers of labor, or their agents in
:;i det‘slgnattipnitgf a;uchthrepresentatives or in self-organization or in other
certed activities for the purpos 7 ini
Py ot purposes of collective bargaining or other mutual

(b.). No employee and no one seeking employment shall be required as a
?ondltlon ?f'employment to join any company union or to refrain from join-
ing, organizing or assisting a labor organization of his own choosing ; and

(¢) Employers shall comply with the maximumr hours of labor minimum
rates of pay, and other conditions of employment, approved or réscribed b,
the President. £ :

2. No person under 16 years of age shall b
provided, however, where a State law requi
person below the age so specified shall be employed within that State.

3. (a) No employer shall employ any person for more than 40 hours in
any one week, provided, however, that in order to meet contingencies which

1. (a) Employ

e employed by any employer ;
res higher minimum age, no
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cannot be anticipated and over which the employers have no control, and in
order to constmmate contracts for the sale and purchase of securities, or
commodities which require daily clearance, the said hours of employment
may be increased to meet such contingencies, but in no event shall such
employees work more than a total of 44 hours per week averaged over a
period of four months without the payment of overtime ;

(b) The maximum hours fixed in the foregoing paragraph (a) shall not
apply (1) to guards and watchmen employed to safeguard securities or assets,
or (2) to partners in any co-partnership, or (3) to outside salesmen, or (4)
to employees in a managerial or executive capacity or in any other capacity
of distinction or sole responsibility who receive more than $35 per week ;

(c) No employee shall be paid (1) less than $16 per week in any city
of over 2,000,000 in population; (2) less than $15 per week in any city
between 500,000 and 2,000,000 population; (3) less than $14.50 per week
in any city between 250,000 and 500,000 population; (4) less than $14 per
week in any city between 2,500 and 250,000 population; and (5) in any
town of less than 2,500 population all wages of employees of the employers
shall be increased by not less than 20%, provided that this shall not require
the payment of wages in excess of $12 per week. In the event that any
employer shall operate one or more branches or offices in towns or cities
in different classes described in this paragraph (¢) then the minimum wage
requirement for the employees at each branch or office of such employer
shall be determined by the classification of the town or city in which each
branch or office shall be located ; provided, however, that where a State law
provides a higher minimum wage than is provided in this code, no person
employed within that State shall be paid a wage below that required by such
State law ;

(d) All employees, except employees mentioned in Paragraph (b) above,
if employed for more than a total of 44 hours per week averaged over a
period of four months, shall be paid for all such excess time of employment
at the rate of 133 1/3% of the regular hourly rate at which such persons
shall then be employed ; but regardless of the calculation of such overtime
averaged over a four months’ period, ali such employees if employed for more
than 48 hours in any one week shall be paid for such time is excess of 48
hours at the rate of 133 1/3% of the said regular rate. The amount paid
for overtime for any weekly period shall be credited on the amount of over-
time paid at the end of any four months’ period, and in computing the
amount of overtime to be paid as herein provided the regular hourly rate at
which any person shall be cmployed shall be determined by dividing the
amount per week which he shall regularly be paid by 40; and

(e) The wages of employees (except employees mentioned in the fore-
going Subdivisions (2), (3) and (4) of Paragraph (b)) being paid on
Sept. 1 1933 in excess of the established minimum shall not be decreased,
notwithstanding that the hours worked in such employment may be hereby
reduced.

Article III—Administration.

The Board of Administrators, as provided for in Schedule B fiereof, shall
represent the employers in the administration and supervision of this code,
and shall have, in addition to the specific powers set forth in said Schedule,
all general powers necessary for such administration and supervision, sub-
ject at all times to the power of the Administrator to veto or modify any
action taken by it.

The Administrator may appoint a representative to the Board of Adminis-
trators who may participate without vote in all activities of the Board.

In order to keep the President and the Administrator informed as to the
observance or non-observance of this code, each employer shall prepare and
file with the Board of Administrators at such times and in such manner as
the Board may prescribe, statistics covering the number of persons employed,
wage rates, hours of work, and such other data or information as the Board
of Administrators, with the approval of the Administrator, or the Adminis-
trator, may require. All information so furnished shall be treated as con
fidential and used only for the sole purpose herein set forth.

Article IV—General Provisions.

Any employer may voluntarily assent to this code by signing and deliver-
ing to the Board of Administrators a letter substantially as set forth in
Schedule A hereof.

The provisions of this code shall apply to and be binding upon every em-
ployer, as defined in Article T hereof, whether or not such employer has
voluntarily assented to this code as herein provided or not; but only such
employers as shall have voluntarily assented to this code as hereinafter pro-
vided, or who have paid assessments hereunder, shall be entitled to partici-
pate in this administration and to vote for members of the Board of Admin-
istrators as herein provided.

Upon the approval of this code by the President, pursuant to the provisions
of Title I of the National Industrial Recovery Act, it shall constitute a bind-
ing contract on all those who have assented to this code subject, however, to
the right of amendment and termination as provided in this code.

The President may, from time to time, cancel or modify any order,
approval, license, rule or regulation issued under Title T of the National
Industrial Recovery Act.

Article V—Amendments and Termination.

Any employer assenting to this code that may hereafter desire to have the
code amended or any supplementary provisions added should take the follow-
ing procedure: Propose the amendment to the Board of Administrators,
who shall, if a majority of the Board shall approve the proposed amendment,
submit it to a meeting of the employers assenting to this code especially
called for that purpose upon due notice; and if at any such meeting a ma-
Jority of such employers shall vote in favor of the adoption of such proposed
amendment, such amendment shall be submitted by the Board. of Adminis-
trators to the President for approval, and such proposed amendment shall
take effect as a part of this code upon such approval thereof by the Presi-
dent. Employers voting on such amendments as above provided may vote in
person, by proxy in writing or may vote in writing without being personally
present.

This code shall continue in effect go long and only so long as the National
Industrial Recovery Act shall be in force and effect, but in no event after
J}me 16 1935, and shall in all respects be subject to the provisions and con-
d.ltionﬂ thereof ; provided, however, that this code may be terminated at any
time by the same action by assenting employers, with the approval of the
President, as is above provided for the amendment thereof. Such termina-

tion shall not release any employer from the payment of any unpaid assess-
ment theretofore made.

Schedule A—Form of Letter of Assent to Code.

The undersigned, b_\"si;,vning and delivering this letter to Frederick F.
L:\'('lon. 42 Broadway, New York City, assents to all of the terms and con-
ditions of the ccde for Stock Exchange firms, a copy of which is annexed
hereto ; and such assent shall be effective as of the date on which said code
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shall become effective as therein provided or the date of the delivery of this
letter, whichever shall be later. The undersigned hereby agrees with every-
one similarly assenting to said code, that said code constitutes a contract
between the undersigned and all such others and agrees to be bound by the
provisions thereof as well as the provisions in Schedule B annexed thereto
including particularly the right of assessment for expenses as therein
provided.

Schedule B—Rules and Regulations jor the Administration of the Code.

1. Every employer who voluntarily assents to this code or pays assess-
ments as herein provided, shall be entitled to one vote at all meetings of
employers under the code; and the Board of Administrators shall determine
and resolve all questions which might arise as to the qualification of any
employer and his right to cast a vote at any meeting. Any employer may
vote by proxy in writing. At least 756% of the employers shall constitute a
quorum for the transaction of business at any meeting.

2. The Board of Administrators shall be constituted as follows: Five
members shall be appointed by the Board of Governors of the Association of
Stock Exchange Firms (New York); five members shall be elected by a
majority vote of all other associations or organizations of stock exchange
firms any of whose members shall have assented to this code, each associa-
tion or organization having one vote; one member shall be elected by a
majority vote of the employers assenting to this code who shall not be
members of any of the foregoing associations or Jorganizations; a repre-
sentative to be appointed by the Administrator as provided for in Article ITT.

3. Immediately after the effective date of the code employers shall meet
in the city of New York for the election of the Board of Administrators.

4. Members of the Board of Administrators, except the representative of
the Administrator, shall serve a term of one year. If a vacancy shall exist
on the Board of Administrators, then such vacancy shall be filled by the
remaining members of the Board elected by the same persons electing the
members in respect to which such vacancy shall then exist.

5. All meetings of the Board of Administrators shall be held in New York
City, or such otter place as the Board may determine, and at all such
meetings a majority shall constitute a quorum, and any member of the Board
may vote by proxy in writing. Meetings may be called by any three mem-
bers of the Board.

6. The Board of Administrators shall have power to appoint, remove, and
fix the compensation of its officers and employees, including accountants,
attorneys, and experts.

7. The Board of Administrators shall designate an Executive Committee
of five from among its members which shall possess and may exercise all of
the powers of the Board of ;\'dminislmlors except as otherwise specifically
directed by such Board. All Ineetings of the Executive Committee shall be
held in New York City and may be called by any two members thereof.

The Board of Administrators may also from time to time appoint either
from employers under the code or otherwise such committees as it may
deem necessary or proper in order to carry out its powers and duties under
the code, delegating to any such committee any powers and duties of the
Board of Administrators as shall be deemed necessary or proper to effectuate
such purpose.

The representative appointed by the Administrator shall be given notice
of all meetings of any committee or committees appointed by the Board of
Administrators and shall have the right to participate without vote in the
activities of such committees.

8. The expenses of administering this code shall be borne by the employers.
The Board of Administrators may from time to time make such nssvssn;(-nts
on account of such expenses which shall be apportioned among all employvers
in such manner as the Board of Administrators shall deem fair and oquir:xlhlv‘
Failure of any such employer to pay any such assessment for a period of 30
days after the date on which it became payable shall constitute a violation
of the code and such employer shall thereafter, upon notice from the Board
nf4A.dministmturs, not be entitled to any of the rights and privileges apper-
taining to an employer voluntarily assenting to the Code as therein and herein
provided, but shall continue to be liable for all due and unpaid assessments
up to and including the date of such notice.

e rea—ver

Chicago Curb Exchange Expels Harry H. Smith.
The Chicago “Tribune’’ of Nov. 9 reported that Harry H.
Smith had been expelled by the Chicago Curb Tixchange for
violation of the rule forbidding “wash’ or fictitious sales,
according to announcement made the previous night.
—_—

Senqte Inquiry into Stock Market Operations—Denial
in Behalf of Rockefellers of Alleged Payments by
Them t_o-lel.lam S. Fitzpatrick, Former President
of Prairie Oil Co. from Sinclair Pool—Bertram
Cutler Declared No Participation Was Arranged
by Rockefellers—Testimony of Elisha Walker of
Blair & Co.

T(.) compensate him for his long service to the company,
W]llmm S. Fitzpatrick, former President of the Prairie
0il Co., testified on Nov. 15 before the Senate Banking and
Qllrrellcy Committee inquiring into stock market opera-
tlons,.that (we quote from Associated Press accounts from
Washmgton) the Rockefellers had arranged payments to
him aggregating $449,000. The Associated Press advices
Nov. 15 continued in part:

This was done, he said, when the Rockefellers sold half of their holdings
in the concern through Blair & Co., New York banking house, and he
began to feel concerned about his position.

The gray-haired, bespectacled oil man said $300,000 was given him by
Blair & Co. out of profits in a Sinclair Consolidated Corp. oil-pool which
netted participants $12,000,000.

The remainder was made in two payments and represented, he said
about 214 % of profits in the sale of the Rockefeller stock. §

According to a dispatch Nov. 15 from Washington to the
New York “Times’” Bertram Cutler, financial adviser for
32 years to the Rockefellers, completely contradicted
testimony by Mr. Fitzpatrick that he and the Rockefellers
had arranged payment of $300,000 to Mr. Fitzpatrick from
profits in a Sinclair oil stock purchasing pool in 1929. The
dispatch further said:

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




Volume 137 Financial

Mr, Fitzpatrick, then President of the Prairie Oil & Gas Co., shared
in $12,000,000 profits of the pool.

Mr. Cutler, who followed Mr. Fitzpatrick as a witness before the Senate
Banking and Currency Committee, denied also that the Rockefellers
had arranged for payment of an additional $149,000 which was given to
Mr. Fitzpatrick out of profits made by Blair & Co. in their purchase of
$38,000,000 Prairie Oil and other stock from several Rockefeller charitable
trusts in 1929.

Mr. Cutler revealed that the Rockefellers had an interest of more than
1,000,000 shares in the Consolidated Oil Corp., formerly known as the
Sinclair Consolidated Oil Corp.

Harry F. Sinclair is now Chairman and William S. Fitzpatrick is the
Vice-Chairman of its executive committee.

On Nov. 14 it was indicated in the Washington advices to
the “Times’’ that a cryptic allusion to “the Rockefellers’
incident to the alleged payment of $300,052.73 to Mr.
Fitzpatrick from the profits of $12,002,109.41 by par-
ticipants in a Sineclair Consolidated common stock syndicate
was made by Harry F. Sinclair, puzzling Senate stock
market investigators. The dispatch added in part:

The oil man topped his reference to the Rockefellers with a charac-
terization of the Senate market investigation as ‘‘a joke” and “funny.”

Challenged immediately by Ferdinand Pecora, the Banking and Cur-
rency Committee counsel, and Senator Couzens, Mr. Sinclair quickly
rejoined that what he meant was that the testimony given last week by
Arthur W. Cutten, Chicago grain and stock operator, was a ‘‘joke.”

He asked that his criticism of the Committee he ‘‘cancelled,” but the
Committee insisted that it stand in the record.

The mystifying reference to the Rockefellers came soon after the wit-
ness had admitted that Mr. Fitzpatrick, when the $300,000 was paid
from the Sinclair oil pool profits in 1929, was President of the Prairie
Oil & Gas Co., a competing concern, and that negotiations were then
under way for a merger of that company with the Sinclair Consolidated
Oil Corp.

Got $300,000 With No Risk.

Mr. Sinclair testified that the Prairie Oil Co. and the Sinclair Con-
solidated Corp. were consolidated in March 1932, about three years after
Mr. Fitzpatrick had received 214 % of the $12,000,000 profits in the Sinclair
oil pool without having been a participant in, or assuming any risk in
connection with, the operations of the Sinclair oil syndicate of 1928-29.

Mr. Sinclair testified that Mr. Fitzpatrick, who is now Vice-Chairman
of the Consolidated Oil Corp. (successor to the Sinclair Consolidated
0il Co.) told him less than two weeks ago that Blair & Co. had given
Mr. Fitzpatrick a “cut-in" in the Sinclair pool *‘because they wanted him
to make some money and that it came up through the Rockefellers.'

Mr. Pecora forced Mr. Sinclair to admit, however, that Mr. Fitzpatrick’s
profits of 214% did not come out of the sale of any Rockefeller shares
or of any shares of the Prairie Oil & Gas Co., but came specifically out
of the profits of $12,000,000 which had accrued to the Sinclair purchasing
syndicate,

Mr. Pecora and members of the Committee pressed Mr. Sinclair hard
for an explanation of his reference to ‘‘the Rockefellers.” The witness
insisted thav Fitzpatrick “should tell this story.”

At Mr. Pecora’s request Mr, Sinclair said he would try to summon
Mr. Fitzpatrick from New York to testify before the Committee to-
IMOITOW.

Regarding the testimony before the Committee op Nov.
15, when Mr. Cutler and Mr. Fitzpatrick testified, the
dispatch from Washington to the “Times’ said:

Tells of Receiving $449,000.

Mr. Cutler took the stand after Mr. Fitzpatrick had testified that
he had received the $449,000 of which $300,000 represented Sinclair syn-
dicate profits, and that he had been told by Mr. Cutler that the Rocke-
fellers had arranged “‘to do something for me' in recognition of long service
“for the Rockefellers' with the Prairie Oil & Gas Co.

He was given to understand, said Mr. Fitzpatrick, that he would receive
10% of the profits which Blair & Co. received from Prairie Oil, which
they had bought from the Rockefeller trusts. He received two payments
from Blair & Co., one of $130,000 and another of $19,000, but he said
that this amounted to only about 214 % of the profits and that he received
also a 2% participation without risk in the profits from the Cutten
pool in Sinclair Oil shares.

After Mr. Cutler challenged his testimony Mr. Fitzpatrick, considerably
aroused, resumed the stand and insisted he had told the truth to the
Committee.

“I do not know what Mr. Cutler testified about,” he explained. “I
say I know Mr. Cutler's memory is not good."

Unable to Explain Conflicts.

“How do you account for this conflicting testimony?" Senator Couzens
asked.

“I am not able to account for it,"" Mr. Fitzpatrick replied. *If I could
account for it I would not be here disputing it. I got into this thing
here at the suggestion of Mr. Cutler and Mr. Hunter Marston of Blair
& Co., and whatever you gentlemen see fit to believe, whatever the public
may believe, if it is to my detriment it is too bad. But I am going to
see that the truth is laid before you."

“Phat is all we want,’”” exclaimed Ferdinand Pecora, counsel for the
Committee.

“I do not care who disputes iv,” Mr. Fitzpatrick continued. *Mr,
Cutler is an important man. Mr. Cutler represents perhaps the most
powerful influence in this country—possibly in the world. I served
them for twenty-some years, and I have never heard anything fall from
the lips of anybody connected with the Rockefeller organization, until
1 heard this testimony, that impaired my respect for or confidence in them,

“Now when I told Mr. Cutler that these people have been very good
to me and I appreciated it—in fact, they had carried me in this matter
and made me more money than my combined salary, or approximately
the amount of my combined salary the years that I have been with the
Prairie Oil & Gas Co., he said, ‘I would not say anything about vhat.’'

“That is the first intimation I ever had or the first time it ever occurred
to me that anybody might think there was anything wrong about my
taking that money from Blair & Co."

Mr. Pecora—Who said to you you shouldn't say anything about it?
A—DMr. Cutler.

Q—That was when you first told him that you had received that money ?
A—Yes, sir. When I told him how much it was.

Q—Now when you were in Excelsior Springs some two weeks ago with
Mr. Sinclair were you surprised to know that he was ignorant of the reasons
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why you got that $300,000 out of that purchasing syndicate's profics?
A—I naturally was.
Began as Small Town Lawyer.

Mr. Fitzpatrick, who was a lawyer in a little country town in Kansas
when he was invited to become general counsel for the Prairie Oil & Gas
Co. in 1908, had become its President in 1928 when it was merged with
the Sinclair Consolidated. He testified thacv he represented the Rockefeller
interests in the Prairie company.

In 1928, he said, some of the Rockefeller trusts ‘“‘to which Mr. Rocke-
feller had given stocks in the Prairie Oil & Pipe were about to be wound
up, and Mr. Rockefcller’s office force decided it would not be proper for
Mr. Rockefeller to acquire those stocks from those trusts, and they arranged
to sell to Blair & Co. those stocks which amounted to about half of what
we called vhe Rockefeller holdings in our company."

Mr. Fitzpatrick became curious to know whav it would mean for him
when half of the Rockefeller influence was vaken out of the Prairie stock
ownership. On making inquiries he was told “in Mr. Rockefeller's office
in New York,” he related, that ‘‘they had arranged to do something for
me."’

“Who told you that somsbody connected with the Rockefellers had
arranged to do something for you?'’ asked Mr. Pecora.

*“Me. Cutler told me he had done it,”” Mr. Fitzpatrick replicd, adding
that he understood he was to receive a participation in whatever profits
Blair & Co. got out of Prairie stock which they bought from the Rockefeller
trusts.

Mr. Pecora
& Co.
thing.

Q—That was something wholly apart from any profits you received
from the operations of a syndicate that was formed to purchase 1,130,000
shares of the Sinclair company? A-—Apart from the operations of the
so-called Cutten syndicate.

““So vhe promise made to you by Mr. Cutler in 1928, in behalf of the
Rockefellers, was redeemed when they paid you these profits of around
$130,000 out of some deal involving stock of the Prairie Oil & Gas Co.?”
Mr. Pecora asked.

Did you ever receive these profits? A—VYes, from Blair
The first payment was $130,000 and the next was nineteen some-

Saw Lona Service Repaid.

Tne reply was that “the $130,000 was approximately 2159 of the
profits made on the shares of Prairie stock purchased by Blair & Co. from
the Rockefellers, instead of 10%, and the other participation in the Cutten
syndicate was arranged without suggestion from me or without any knowl-
edge on my parv until I was asked if I would be satisfied with it, if that
would suit me."”

“Why they did it you will have to ask them." he went on. ‘‘As far as
I was concerned, it was something that I thought the Rockefellers had
arranged for me in view of the more than 20 years' servict I had rendered
the company in maintaining its charter rights in the State. I had rep-
resented it before every Committee of Congress and every legislative
or official body that it was attacked by—and it was being attacked.

‘‘Newspapers were just as good to it then as they are to me now in this
thing. The name Rockefeller and the name Standard Oil were not real
good in Kansas and Oklahoma at that time. But I went along with it
for over 20 years, and when we quit it was good; and not only was it good,
but we had taken the $10,500,000 originally invested in those two com-
panies and made of it a property that entitled us to 8,000,000 out of the
14,000,000 of the consolidated stock; and in the meantime we had paid
to the stockholders over $225,000,000 in cash dividends.

“I thought the Rockef:llers, knowing that I had helped them all and
lived with it day and night for those 20 years, and attended to that busi-
ness and neglected my own to the point that if I were to drop drad my
family would not have more than $50,000 or $60,000 out of the savings
I had made out of my salary at vhat time, and they wanted to do something
for me.

“That is what they gave me to understand, and that is the way I did
understand it and the way I understood it from Blair & Co.™

Senator Townsend—Whom do you mean by *“they?' A-—The Rocke-
fellers—some of them; I don't know which. Mr. Cutler was the man
I knew.

“It was never suggested that the Rockefellers would do anything for
me,”" witness later said. ‘It was suggested only that the Rockefellers
had asked or suggested or arranged with Blair & Co. to do it.”

Mr. Pecora—Did Mr. Cutler tell you that that had been done? A—Yes,

Q—Did you feel that the Rockefeller interests were under some kind
of obligation, moral or otherwise, to give you something additional to the
salary you had received for your 20 years’ service? A—I did not. I
knew that Mr. Rockefeller, according to the press, was giving millions
of dollars away to this thing and that thing, and I thought it was a very
nice and lovely thing for Mr. Rockefeller to remember a faithful employee,
as he seemed to remember me.

Q—Did you know any reason whatsoever why Blair & Co., or Mr.
‘Walker and Mr. Tinker, who then were associated with Blair & Co., should
have given you any participation in profits of any kind whatsoever that
they had made? A—None whatever, except that Mr. Cutler and Mr.
Rockefeller's otfice had told me he had requested them to do that, and
Mr. Marston and Mr. Walker seemed to have consented to it and were
carrying that out.,

Q—Did you consider that the moneys that you then received out of
profits from the Prairie Oil svock transactions that Blair & Co. had made
were given to you in fulfillment of what Mr. Cutler had told you the
Rockefellers would do for you? A—I certainly did.

Q—Did you thank the Rockefellers for it? A—I did.

Q—Whom did you thank? A—Mr. Cutler.

Mr. Fitzpatrick said he did nov consider that he was morally or other-
wise entitled to participate in the profits of the Sinclair syndicate, but
“‘supposed that Blair & Co., in the keeping of their promise to Mr. Rocke-
feller's representative, had decided to do it that way,”

Mr. Pecora—Was it your understanding that the profits were to be
realized out of transactions in the common stock of the Sinclair company ?
A—Sure. So far as I knew, that was all that was involved in the deal.

Q—Mr. Sinclair yesterday referred to your receiving that $300,000 as
a “‘pretty soft thing.”” You would not dispute him in that respect, would
you? A—I certainly would not. I so regarded it myself,

Mr. Fitzpatrick testified that John D. Rockefeller Jr. held 254,000
shares of stock in the Prairie Oil & Gas Co., but that these were not dis-
turbed when the other Prairie shares held by the Rockefeller trusts were
sold to Blair & Co. in 1928. Thesc¢ 254,000 shares went into the Sinclair
Consolidated Oil Corp. when it acquired the Prairie Oil & Gas Co., he said.

Mr. Fitzpatrick bought 9,000 shares of Sinclair Consolidated from
the Sinclair purchasing syndicate, but sold 4,000 shares in 1930 because
his income tax on the $449,000 profits paid to him ‘‘was so very much
that I had to sell something to pay it."”

He admitted that he was engaged in a controversy with the Internal
Revenue Bureau now concerning the 9,000-share transaction in Sinclair
common,
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At the outset of his testimony in contradiction of Mr. I«;icwatrick this
afternoon Mr. Cutler asserted that although he had been associated with
the Rockefellers for 32 years as financial adviser he had ‘“‘no title.”

Mr. Pecora asked whether Mr. Cutler knew anything about the sale
of Prairie Oil stock by certain Rockefeller trusts or foundations. He
replied that in November 1928 the entire amount of Prairie stock owned
by three or four of vhe so-called Rockefeller charitable funds was sold
to Blair & Co.

““Roughly,” he said, ‘it was $38,000 worth."

In the negotiations for this sale, which he himself conducted, Mr. Cutler
said he had talked with Mr. Fitzpatrick.

Mr. Pecora—Was anything said in these conservations in which you
indicated a desire on the part of the Rockefellers to reward, pay, or give
Mr. Fitzpatrick something out of profits that would accrue from the
sale? A—I do not think I can answer the question just yes or no. The
policy of our office has always been that we like to see the management
of the different companies substantial stockholders in these companies.
When that sale was being consummated Mr. Fitzpatrick expressed to
me a desire that if he had had more time he would like to have bought
some of the stock himself, and to the best of my recollection I did say to
him that I thought the bankers would take him in the purchase. I dis-
cussed it with the bankers.

Q—Had you had any discussion with the bankers with respect to taking
care of Mr. Fitzpatrick? A—The expression ‘‘taking care of him' I
do not just understand.

Q—Did you say to Mr. Fitzpatrick at any time in words, substance
or effect, that the Rockefeller interests would see to it that he, Fitzparick,
received something out of any profits that would accrue to anybody from
the purchase or sale of those shares of the Prairie Oil & Gas Co. stock
which the Rockefeller trusts then had? A~—I don’t believe so.

Q—When the sale took place, did you have any talk with the bankers
about permitting Mr. Fitzpatrick to acquire some of the stock? A—VYes,
I think it was with Mr. Hunter Marston.

Q—What was the substance of that talk? A-—It was that I assumed
that as they were becoming large stockholders in the company, if Mr.
Fitzpatrick wanted an interest in it, we would be glad if they saw fit to
give him one, my idea being that he was going to be allowed to buy the
stock on the same basis they were buying, or about the same basis.

Q—Did you have any knowledge in October or November 1928, or any
time subsequently, of the formation of a purchasing syndicate to buy
1,130,000 shares of the treasury stock from the Sinclair Consolidated
Oil Corp.? A—I knew nothing about it at all.

Q—Did you indicate to any one at that time that you or the Rockefeller
interests would like to see Mr. Fivzpatrick obuain a share of any profits
that would accrue to any such syndicate from its purchase and sale of
these shares of stock of the Sinclair company? A—I did not even know
there was a syndicate.

Q—At any time that you had any conversation with Mr. Fitzpatrick
in}connection with the contemplated sale by the Rockefeller trusws to
Blair & Oo. of the Prairie Oil company stock, was anything said about
giving Mr. Fitzpatrick a 10% interest in anything? A-—I do not know
about any 10%.

Q—Nothing was ever said to you about 10% by Blair & Co. or by
Mr. Fitzpatrick, or by anybody? A—To the best of my knowledge, no
amount was fixed. I did not negotiate anything with them, whether it
would be 10%, or 5%, or any percentage.

Q—Did the Rockefeller interests own any shares of the Sinclair Con-
solidated Oil Corp. in October 1928? A—To the best of my knowledge,
at that time they did not. I would not be sure of that, though.

Q—Do they to-day hold any such stock? A-—A very substantial
amount. I would roughly guess that the whole thing is 1,000,000 shares,
or around there.

Would Not Approve Such a “'Gift."”

Mr. P cora asked what proportion of the outstanding Prairie stock

the Rockefellers owned at the time of the Sinclair-Prairie merger, in March

1932.
“I would have to guess,” the witness replied, adding, “12 or 14%.

Maybe less."”

““Would you say that proportion of the stock interest gave vhem a
management control?'" Mr. Pecora asked.

“That is a very much debated question, as to what gives control,"”
Mr. Cutler said. ‘Some people say 10% does. Some say it takes 55.
I do not know.

“In view of your 30 years’ experience as financial adviser to the Rocke-
fellers, might I ask your opinion about it ?""

“I would think 10 or 14% would have quite a weight in the management
of the company, but not control.”

Senator Couzens—It would depend on who owned the stock, as to
whether they would be a big factor in getting control. Is that right?
A—The standing of the person who had that much stock, in asking for
proxies, would have great weight.

Mr. Pecora—You learned eventually that Mr. Fitzpatrick received
something like $300,000 out of the profits that accrued to this purchasing
syndicate in the Sinclair Oil stock deal? A—VYes,

Q—When did you first learn of it? A—VYesterday.

Q—Had you learned of it at tae time it happened would you, as the
financial adviser of interests that owned around 14% of the stock ot the
company of which Fivzpatrick was President, have approved of it? A—I
do not think I could approve of it, no sir.

Q—Having in mind that Prairie Oil company was a competitor of the
Sinclair Consolidated, would you have approved of the President of your
company—the Prairie company receiving from interests that included
executive officers and directors of the Sinclair corporation, or making
of a payment by the latter to Mr. Fitzpawick of $300,000, or any sum?
A—The answer is certainly no. I would not taink the President of my
comvany had a right to rake the payment from some other company.

Elisha Walker, testifying in some detail regarding both the Sinclair
and Prairie Oil transactions, said that neither Mr, Fitzpatrick nor the
Rockefeller interesis had anything whatever to do with{the Sinclair stock
vpurchasing syndicate but that the group which bought the Prairie stocks
from the Rockefeller trusts in 1928 was almost identical with the one
which constituted the Sinclair syndicate.

Mr. Fiuzpatrick, he asserved, received a 24 % profit participation in
each of these syndicates. Mr. Walker thought that he himself proposed
that Blair & Co. give such participations, without risk, to Mr. Fitzpatrick.
As a result, Mr. Fitzpatrick got $149,000 out of the Prairie syndicate
profits and $300,000 ouv of the Sinclair syndicate profits,

As to Mr. Sinclair’s testimony on Nov. 15 we take the
following from the Washington advices that day to the
New York “Herald Tribune'’:

Witness Hazy on Details.

Among the points on which he (Mr. Sinclair) was]closely questioned

were these:
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‘Why the Sinclair company contracted with Mr. Cutten to buy 1,130,000
shares of stock from the company when Mr. Sinclair had already arranged
a syndicate with Mr. Cutten and others, including Albert H. Wiggin,
then head of the Chase National Bank, through Mr, Wiggin's family-
owned Shermar Corp. Mr. Sinclair said he did not know why the ar-
rangement was made the way it was and averred that the members of
the executive committee of his company who approved the sale knew
that he was a participant in the syndicate.

Why several members of the executive committee of the company
and other officers and employees of the corporation were given sub-
participations in the syndicate and in the trading account formed to sup-
port the market while the syndicate was selling its shares to the public
at a profit of more than $12,000,000?

Why Mr. Fitzpatrick, the head of a competing oil company, was given
214 % of the profits of the syndicate. Mr. Fitzpatrick was not a member
of the syndicate and therefore received his $300,000 without assuming a
theoretical risk. Mr. Sinclair did not know why Mr. Fitzpatrick, with
whom he admitted having discussed the matter only a few days ago, re-
ceived this share of the profits. He said the assignment was made at
the suggestion of Blair & Co., who were participants in the syndicate
and had previously begun negotiations for the merger of the two concerns.
Mr. Sinclair brought in the Rockefeller “‘interests’ in explaining the
desire to reward Mr. Fitzpatrick, but did not make himself entirely clear,

During the morning session Mr. Pecora sought much of the same in-
formation from Ruloff Cutten, cousin of Arthur W. Cutten and partner
in E. F. Hutton & Co. Ruloff Cutten was the active manager of the
Sinclair syndicate and trading account under his cousin, He did not
add much to the Committee's knowledge of the transactions. . . .

Mr. Sinclair, who was too ill to appear before the Committee last week,
looked haggard and resigned. He sat squarely in his chair, facing almost
straight ahead, instead of at an angle toward the end of the table where
Mr. Pecora sat. He watched Mr. Pecora out of the corners of his eyes,
Frequently he said “I do not understand your question,” or ‘“What was
your question?"” He did not hesitate in his answers, but he said as few
words as possible.

Mr. Sinclair admitted frankly that it was he who had approached Arthur
W. Cutten with the proposal that he buy more than 1,100,000 shares of
the Sinclair Consolidated Oil Co. common stock from the company for
£30 a share. He admitted frankly that he arranged to take a personal
participation of 3-12ths, part of which he sub-assigned; that Mr. Cutten
was to take 3-12ths, Blair & Co. 3-12ths, the Chase Securities Corp.
2-12ths and the Shermar Corp. 1-12th.

Asked by Senator Couzens why he did not offer the stock to the stock-
holders of the company, Mr. Sinclair replied:

“‘Senator, at the time these negotiations were being had the shares
of our company in the last four years before that time had never sold
as high as 30. I do not think that we would have been successful—that
is my personal opinion—if the shares had been sold to the stockholders."

Mr. Sinclair acknowledged that the following directors of his company
received sub-participations in his interest in the syndicate: A.E. Wattes,
Vice-Chairman of the corporation, who presided at the executive com-
mittee meeting; J. F. Farrell, E. W, Sinclair and H. P. Whitney, all mem-
bers of the executive committee; J. H. Markham Jr., P. M. Thirtle,
directors, and W. L. Conely, a Vice-President. F. W, Bartlett, another
director, was given a sub-participation by Mr. Cutten,

Mr. Pecora then took up Mr. Fitzpatrick’s 214 % of the profits of the
syndicate.

Blair Sponsored Fitzpatrick,

Mr. Pecora—From whom did you first hear of the proposal to give
Mr. Fitzpatrick 214 % interest in the profits of the syndicate ($12,000,000) ?

Mr. Sinclair—From Blair & Co., to the best of my knowledge.

Mr. Pecora—What reason did they advance for it to you?

Mr. Sinclair—They did not advance any reason for it to me.

Mr. Pecora—Did you offer any objection to it?

Mr. Sinclair—Not at all.

Mr. Pecora—It meant a reduction in your share of the profits correspond-
ingly, didn't it?

Mr. Sinclair—Which I was very happy at that time to reduce.

Senator Couzens—In spite of the fact that he was a competitor?

Mr. Sinclair—It did not make any difference to me. His company
was a competitor in the way I havesaid, if you consider it that way, Senator.

Mr. Pecora—Why were you happy to see it done?

Mr, Sinclair—Because I was promoting the interests of the corporation
in trying to sell those shares, in trying to do that. And not trying to
make money. I would have been very happy to have given all of my
participation away. I came into it to help the corporation, I did not
seek it.

Mr. Pecora—Did Fitzpatrick play any part in the syndicate operations
at all?

Mr. Sinclair—Not that I know of.

Mr. Pecora—Then why should be have gotten 214 % of the profits?

Mr. Sinclair—Mr. Pecora, you will have to ask him. I don't know,

Mr, Pecora—Was this a gift to Mr. Fitzpatrick?

Mr. Sinclair—You may call it what you wish.

Mr. Pecora—What would you call it?

Mr. Sinclair—Well, it wasn't Christmas.

After further questioning, Mr. Sinclair said he had discussed the trans-
action with Mr. Fitzpatrick, who had been with him at Excelsior Springs,
Mo., during the last two weeks.

Mr. Sinclair—The story that he gave me was that the Rockefellers were
selling some shares to Blair & Co. and that they had said they were going
to make him some money and that he received this money.

Mr. Pecora—But these profits of 214 % did not come out of the sale of
any Rockefeller shares or of any shares of Prairie 0il & Gas Co., did they?

Mr. Sinclair—No, sir.

Pool Profit $12,000,000.

Mr. Pecora—They come specifically out of the profits of $12,000,000
that accrued to your purchasing syndicate?

Mr. Sinclair—Right.

Mr. Pecora—What did he say was the story about that?

Mr. Sinclair—The story that he told me was that Blair & Co. had
sald they were going to make him some money.

Mr. Pecora—Without his assuming any risk or liabilities?

Mr, Sinclair—Yes, sir. He told me he did not take any risks.

Mr. Pecora—So that Blair & Co. were making him some money at the
expense of all the other syndicate participants?

Mr. Sinclair—There is no doubt about that.

Mr. Pecora—So that you were out of the Santa Clauses? This was a
Santa Claus syndicate, so far as giving Fitzpatrick $300,000 was concerned ?

Mr. Sinclair—It sounds a biv like it, doesn't it?

Mr. Pecora—Did you know they were hanging Santa Claus whiskers
on you at that time?

Mr. Sinclair—Yes, sir.

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




Volume 137 Financial

Mr. Pecora—You were willing to wear them?

Mr. Sinclair—I did.

Senator Couzens—You did not even get new dimes from the Rockefellers ?

Mr. Sinclair—I never have yet. . . .

Mr. Sinclair admitted, under further questioning, that he had discussed
the evidence in the Senate investigation with Arthur W. Cutten in Chicago
last Saturday, the day after Mr. Cutten testified. Mr. Pecora asked the
witness why he discussed the evidence with Mr. Cutten.

Mr. Sinclair—As a matter of fact, I thought his testimony was a joke

Mr. Pecora—Thought his testimony was what ?

Mr. Sinclair—More or less of a joke.

Mr. Pecora—What was there funny about it ?

Mr. Sinclair—The whole transaction was funny.

Mr. Pecora—Which transaction do you mean?

Mr. Sinclair—I mean this investigation.

Mr. Pecora—Is it still a subject of amusement to you?

Mr. Sinclair—Rather.

Mr. Pecora—Are you testifying because you think this whole thing
is a joke?

Mr. Sinclair—I am not.
member it.

Later Mr. Sinclair reversed himself, saying: ‘‘My diea of what I thought
was a joke was Mr, Cutten’s testimony, not your meeting,"” and asked to
have his previous remarks about the investigation being a joke stricken
from the record.

I endeavor to give my testimony as I re-

SIS =

Senate Inquiry Into Stock Market Trading—Com-
mittee Decides to Drop Investigation of Cuban
Loans Made by Chase National Bank.

In Associated Press advices from Washington Nov. 10,
it was stated that the Senate Banking and Currency Com-
mittee inquiring into stock market trading decided that
day to drop its inquiry into the Cuban loans made by the
Chase National Bank of New York and to withhold publica-
tion of State Department records concerning them. The
Associated Press accounts from Washington added:

At an executive session, the Committee reviewed the evidence relative
to the Cuban loans found by its agents in State Department files. After-
wards the Chairman, Senator Fletcher (Dem.), of Florida, said that the
Committee had decided to ‘‘go no further' in the inquiry, that it would
“‘do no good" to make the diplomatic records public and that the Com-
mittee would therefore drop the inquiry with the evidence already sub-
mitted. Most of the records, Senator Fletcher said, delt with plans and
conversations that were never consummated and therefore “nothing would
be accomplished' by making them public.

—_——

Senate Inquiry Into Stock Market Trading—Com-
mittee Calls for Data Concerning Loan by RFC
to Midland Mortgage Co. of Texas Operated by
Brother of Jesse H. Jones.

Data concerning a loan by the Reconstruction Finance
Corporation to the Midland Mortgage Co. of Texas, operated
by the brother of Jesse H. Jones, Chairman of the RFC,
has been called for by the subcommittee of the Senate
Banking and Currency Committee, it was learned on Nov.
13, said advices on that date from Washington to the New
York “Journal of Commerce,” which went on to say:

During his appearance before the subcommittee, headed by Chairman
Fletcher (Dem.), Florida last week, Mr. Jones was reported to have been
questioned about the loan by the Committee but denied any personal
interest In the company. He was said to have welcomed an Investigation
by the Committee.

Information in connection with the loan is sought by the Committee as a
part of its general inquiry into loans by the RFC to mortgage companies.
The investigation is being made in response to numerous complaints that

the mortgage companies are being created by the banks in order to secure
Joans from the Government,

Seek to Avoid Publicity.

According to Chairman Fletcher it has been reported to him that the
banks were setting up the mortgage companies and then applying to the
RFCO for funds in the name of the company, in that way avoiding possibility
of the bank’s name being published as an RFC borrower.

In making its study, the Committee has been promised by Chairman
Jones lists showing the names of mortgage company borrowers which were
organized prior to the passage of the RFO Act and those organized subse-
quently. Chairman Jones is expected to appear before the Committee
again when the lists are completed.

Strong indications that the inquiry might be broadened to include banks
and trust companies generally as well as the railroads were given to-day by
Chairman Fletcher, Each of the Committee members has been authorized
to secure data from the RFC pertaining to any loan which is questioned in
communications received by them.

From a Washington dispateh Nov. 13 to the New York
“Times,” we take the following:

The report of the RFC for June showed a loan of $1,070,000 authroized
for the Midland company, which is understood to be a subsidiary of the
Bankers Mortgage Co., of whose board Mr. Jones was Chairman before
he became a member of the RFQ in April 1932.

The total extent to which loans have been made by the RFO to these
Houston mortgage companies has not been disclosed to the Committee,
which last week called upon Mr. Jones to supply this information along
with other material.

In addition to the $1,070,000 loan set aside for the Midland company
in June, a loan of $430.000 was *‘authorized’ for the same company in the
RFC report for July; no part of this, however, had been disbursed up to the
time the report was made.

Called Up After Complaints.

Chairman Jones was called before a Senate Banking Subcommittee last
week after a number of complaints had been made to the Committee about
Joans to various mortgage companies, Some of these complainants men-
tioned the Midland company, with which Mr. Jones had been prominently
jdentified before he entered the RFO.

Chairman Fletcher said at the time that Mr. Jones was questioned
generally about loans to mortgage companies.
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To-day it leaked out that he was asked also about loans made to both
the Midland and the Bankers' Mortgage companies and whether he was
personally interested in either. A member of the Senate Committee
said this evening that Mr. Jones told its members that the Midland com-
bany was operated by his brother. According to this Senator, Mr. Jones
also denied that he had any self-interest in the RFC loans, or that he was
personally connected with either of the mortgage companies.

Chairman Jones to-night declined to comment on the matter. At his
office a statement was authorized that “‘anything he has to say he will
send to the Senate Banking Committee.” Chairman Fletcher said to-night
that Mr. Jones had been requested to submit information to the Committee
concerning these and other mortgage company loans, but that these data
had not yet been received.

Mortgage Loans to Be Listed.

The information requested is to show what loans have been made to
mortgage companies with which Mr. Jones was formerly identified, and
is also to include a list of all loans made to mortgage companies by the
RFC since its creation.

This list is to be arranged in two parts, one showing loans to mortgage
companies organized before and other to mortgage companies formed
since the creation of the RFC.

Complaint has been made to the Committee that some banks have
formed mortgage companies for the purpose of obtaining loans which
would be credited to the mortgage company, and thus allow the banks to
escape publicity attendant on such loans.

The Bankers' Mortgage Co., of which Mr. Jones was Chairman before
he joined the RFC, was formed from the Texas Trust Co., organized by
Mr. Jones in 1909.

While no particulars regarding either the Bankers' Mortgage Co. or
the Midland were obtainable from the office of Mr. Jones, it was asserted
in a quarter close to him that he had divorced himself from all connection
with the Bankers' Mortgage Co. in April 1932, and had no self-interest in
either company at the time the loans were made.

According to Delaware records, the Midland Mortgage Co. was chartered
in Wilmington on Nov. 28 1932, and on Dec. 1 1932, the Secretary of State
of Texas granted the company a permit to do business in Texas.

The incorporations are given on Delaware records as Arthur B. Britton
of East Orange, N. J., President, with office at 15 Exchange Place, Jersey
City; Daniel P. Mitchell Jr., of East Orange, N. J., and Edward S. Williams,
Secretary, New York City.

The members of the Senate sub-committee present when Mr. Jones
was asked about the Midland and other mortgage companies were Chairman
Fletcher and Senators Couzens, Townsend and Gore.

The declined to discuss the matter in detail to-night, but Chairman
Fletcher confirmed the report that Mr. Jones had been called upon to
furnish information about any RFC loans to the Houston companies.

An item indicating that Mr. Jones had been asked by the
Committee for information as to the status of loans to
mortgage loan companies appeared in our issue of Nov. 11,

page 3408.
—_—

Senate Inquiry Into Stock Market Trading—Alleged
“Write-Up”’ of $26,000,000 in Financing of General
zhleatres Equipment, Inc.—H. L. Clarke Defends

alues.

The financing of General Theatres Equipment, Ine.,
which is now in receivership, came before the Senate Banking
and Currency Subcommittee on Nov. 10 incident to its
inquiry into stock market trading. The New York “Herald
Tribune” reporting this from Washington Nov. 10, also
has the following to say:

The indications were that it was merely the prelude to a comprehensive
examination of the efforts of various banking interests to obtain control of
the motion picture industry, with the financing of Fox Films by the Chase
National Bank and its associates as the chief exhibit.

Members of the subcimmittee became a bit dazed in trying to follow
Ferdinand Pecora, Committee counsel, as he put into the record the com-
plicated exchanges and sales of stocks and debentures which created General
Theatres Equipment, Inc. Mr. Pecora described one transaction as a mark-
up of $26,000,000 in stock value in six weeks. He showed that on June 30
1929, the 1,000,000 shares of common stock of the International Projector
Corp. had a book value of $2.22 a share. In August 1929, this stock was
taken over by General Theatres Equipment, Inc. in an exchange of stock
at a value of $28.50 a share.

Mr, Clarke Denies ** Write-Up.""

Harley L. Clarke of Chicago, a utilities operator and an organizer of
corporations, who was President of both the companies with which Mr,
Pecora was concerned, mildly disputed Mr. Pecora's methods of calcula-
tion. He insisted that $28.50 was felt to be ‘‘a fair nominal value for the
stock."

*“Well, what caused it to jump inside of a month and a half’s time from
$2.22 a share to $28.50 a share?”” Mr. Pecora asked.

“‘Because of the developments that the International Projector had made
of the motion picture machines,"” Mr. Clarke replied.

Mr. Clarke agreed that these developments had not taken place in the
month and a half, but had been manifesting themselves over a period of
years.

“Then why was it not reflected in the book value of the stock?'" Mr,
Pecora asked.

*‘There was no occasion for it,"” Mr. Olarke said.

After further questioning Mr. Clarke said that the stock had been taken
over at $28 a share because of its “'potential value."

Mr. Pecora pointed out that the actual net earnings for the stock during
the preceding fiscal year had been about 73 cents a share. Mr. Clarke
stated that the company had perfected an ‘‘entirely new motion picture
machine,” and also had developed the Grandeur Pictures, and that it had
contracts in hand which would have netted it an additional three and one-
half or four million dollars. The contract was not carried out he said,
because of the depression.

From Mr. Clarke and Murray W. Dodge, a former Vice-President of
the Chase Securities Corp., Mr, Pecora brought out the methods by which
General Theatres Equipment, Inc. was formed from International Pro-
Jector Corp., the National Theater Supply Co., three lamp companies and
the Mitchell Camera Corp.

Chase Refused to Participate.

Mr. Dodge explained that the Chase Securities Corp. had refused to
participate in the financing of International Projector when that company
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was formed in 1925 because it ‘‘was a new company and did not have a
sufficient background at that time.”” However, the Shermar Corp., one
of the family corporations of Albert H. Wiggin, then head of the Chase
National Bank, agreed to participate. Mr. Dodge said he thought it a
good plan, since it would give the Chase Securities Corp. a chance to
finance the undertaking later if it should establish itself. The Shermar
Corp. continued to appear as a participant in various pieces of financing
for companies in the Clarke group and had a participation in the final
formation of General Theatres Equipment, Inc.

Various stages of the financing revealed what Mr. Pecora called ‘‘bonuses’
to the bankers, which were chiefly stock exchange houses. The houses
which took part at various stages, as brought out to-day, were Pynchon &
& Co., which subsequently failed; West & Co., W. S. Hammons & Co. and
A. B. Leach & Co., Inc.

As a condition to the sale of 25,000 shares of preferred stock in Inter-
national Projector the banking syndicate received 75,000 shares of common
stock,’of which 25,000 were contributed by Mr. Clarke from his personal
holdings. Mr. Clarke said he would not call the common stock a ‘“‘bonus,"
but that ‘it gave the bankers a chance to make some money on the stock
if it turned out to be valuable."”

Share Exchange Questioned.

Mr. Pecora examined Mr. Clarke closely on the exchange of Interna-
tional Projector common for General Theaters Equipment, Inc., common,
when the latter corporation was formed in 1929. About 800,000 shares
of the former were exchanged at the ratio of one share for each share and
a quarter of General Theatres Equipment, Inc., common. Of these shares
a few less than 600,000 were owned by Mr. Clarke. The remaining 200,000
shares were exchanged on a share-for-share basis.

Senator Couzens asked why some of the shares had been exchanged at
one and a guarter and the others at one.

Mr. Clarke.—For the reason that we wished to have control and—

Senator Couzens.—Who wished to have control?

Mr. Clarke.—I did and my associates, and they received one and a
quarter shares, All of the others could have had the same had they come
in on the exchange, but they did not, and after we had control, we withdrew
that offer and made the other offer.

Senator Couzens.—And that was accepted?

Mr. Clarke.—Yes, finally, by most of them. Most of them bought this
stuff at little or nothing, as you can see, and they would have made a big
profit out of it, anyway, had they sold it.

Mr. Pecora.—Why was not the public given the same ratio of exchange
that you were?

Mr. Clarke.—Every one had the same opportunity for a time.

Mr. Pecora.—How was the opportunity afforded to them?

Mr. Clarke.—Well, all the stockholders were told they could exchange
their shares on that basis and they did not all do it.

Mr. Pecora.—When was the offer originally made and when was the
offer as originally made withdrawn and a new one substituted?

Mr. Clarke.—The original offer was made in August, 1929, but I don’t
know the date; I think about 60 or 90 days later as to the other.

Mr. Pecora.—Who caused that offer to be withdrawn and a less favorable
one substituted?

Mr. Clarke.—I believe I did.

Mr. Pecora.—Do you think that was fair to these other stockholders ?

Mr. Clarke.—Yes, sir.

On another piece of financing—for the National Theatre Supply Co.
in 1926—Mr. Clarke paid $2.42 a share for 380,000 shares of common stock,
and the bankers paid 25 cents a share for 120,000 shares. Mr. Clarke
explained that the difference in price was made “in order to do the financ-
ing,”” which involved the sale of 15,000 shares of preferred stock and $1,500,-
000 face value of five-year gold bonds. In consummating this arrangement
Mr. Olarke also had to give the banking group $50,000 in cash, which he
said was to cover some advertising and other expenses. The bankers in
this operation were West & Co., W. 8. Hammons & Co., the Shermar
Corp. and A. B, Leach & Co., Inc.

————

Senate Inquiry Into Stock Market Trading—Com-
mittee Discloses List of Syndicate Loans Reported
Approved by Chase National Bank Directors—

$78,000,000 Went to Films—Chase Securities
Headed Syndicate Getting $27,150,000 for General
Theatres.

Syndicate loans totaling $208,938,876.34 were approved
by the board of directors of the Chase National Bank be-
tween Jan. 4 1928, and Aug. 17 1933, according to dis-
closures made on Nov. 11 by the Senate Banking and
Currency Committee, which is investigating stock market
operations. Advices to this effect were contained in a
Washington dispatch Nov. 11 to the New York “Times”

from which the following is likewise taken:

Ferdinand Pecora, Committee Counsel, handed the list of loans to
the stenographer, while Albert H. Wiggin, former Chairman of the Board,
was testifying on Oct. 31, but av that time asked that the list ‘‘be marked
for identification until it has been checked up, but not spread on the record."

The list showed that the loans in question included nore than $34,-
000,000 approved in 1928, more than $51,000,000 in 1929, more than $95,-
000,000 in 1930, more than $12,000,000 in 1931 and nearly $15,000,000
in 1933. No loans were listed for 1932.

The largest of the loans was one of $27,150,000 made on May 7 1930,
to a syndicate headed by the Chase Securities Corp. for a General Theatres
Equipment, Inc., transaction. Next was $15,377,812 lent on the same date
to a syndicate managed by Pynchon & Co., which also dealt in General
Theatres securities.

$78,000,000 for Movies.

The list shows that more than $78,000,000 was approved for syndicate
loans connected with motion picture high finance. More than $69,000,000
related to General Theatres Equipment, Inc., and more than $9,000,000
to the Fox Film Corp.

The dates of the meetings at which some of the larger loans were pre-
sented and approved by the Chase National's Board and the respective
amounts follow:

Jan. 4 1928.—Shields & Co., Inc., as a corporation and as syndicate
manager $2,600,000. Secured by 50,000 shares Woolworth, Inc., conver-
tible stock, 100,000 shares Woolworth, Inc., common stock.

March 7 1928.—Brown Brothers & Co. as syndicate managers, $2,617,-
000, secured by 37,600 shares of Jones Brothers Tea Co., Inc., 7% cumu-
lative preferred stock (valuation $4,857,000). Signed syndicate agree-
ments and assignment thereof, total $4,290,000.

Chronicle Nov. 18 1933

Kidder, Peabody & Co., syndicate managers, United Drug Co., first
preferred stock syndicate, $3,600,000. Secured by 68,000 shares United
Drug Co. first preferred stock (valuation $4,012,000).

Haystone Securities Corp., managers Wesco Corp.; Fox Film Corp.,
class A, common stock purchase group, under agreement dated Feb. 14
1928, $2,034,866.66.

May 16 1928.—0. L. Gubelman, Manager, $5,710,830; secured by 951,-
805 shares Armour & Co. of Illinois B, common voting trust certificates;
present amount of loan, $92,997.50.

July 5 1928.—Kidder, Peabody & Co., Caldwell & Co., Inc., syndicate
managers, $2,947,335; secured by 130,000 shares Southern Surety Co. of
New York.

Aug. 1 1928 —Kidder, Peabody & Co., Caldwell & Co., Inc., syndicate
managers $1,755,000.

Oct, 17 1928.—Pynchon & Co., as syndicate managers under Washington
Gaslight Co., common stock syndicate agreement, dated April 26 1928,
$15,492.50. Secured by 13,000 shares Washington Gaslight Co. common
stock. Signed syndicate agreements and assignments thereof, total 40,000
shares.

Nov. 28 1928.—Utility Equities Corp. purchase group by Chase Securities
Corp. group managers, $3,135,000. Secured by temporary allotment
certificates for 33,000 shares Utility Equities Corp. $5.50 dividend priority
and 33,000 shares Utility Equities Corp. common,

Pynchon & Co., as syndicate managers under Washington Gaslight
Co. common stock syndicate agreement, dated April 26 1928, $150,000.
Secured by 16,000 shares Washington Gaslight Co. common stock. Signed
syndicate agreements and assignments thereof, total 40,000 shares.

Dec. 12 1928 —Hunter, Dulin & Co., syndicate managers, Southern
California Gas Corp. common stock syndicate, $4,164,500. Secured by
242,500 shares Southern California Gas Corp. common stock. Signed
syndicate agreements and assignments thereof total 242,500 shares.

Dec. 26 1928 —Pynchon & Co., syndicate managers under Bankers'
Group agreement, dated Dec. 14 1928, $1,795,333.33. Secured by $2,-
000,000 American States Public Service Co., 10-year 6% gold debenture
bonds, series A, due Dec. 1 1938.

Peabody Smith & Co., Inc., syndicate managers under Bankers' Group
agreement dated Dec. 14 1928, $2,421,975. Secured by $2,700,000 Amer-
ican States Public Service first lien 514 % gold bonds, series A, due May 1
1948.

Feb. 6 1929.—Pynchon & Co., as syndicate managers under Washington
Gaslight Co. common stock syndicate agreement dated April 26 1928,
$1,330,000. Secured by 26,487 shares Washington Gaslight Co. common
stock. Signed syndicate agreements and assignment thereof, total 40,000
shares.

March 13 1929 .—Pynchon & Co., banking group managers under Utilities
Power & Light Corp., class B, Bankers' Group agreement, dated March 1
1929, $2,710,500. Secured by 69,500 shares Utilities Power & Light Corp.,
class B, full paid subscription receipt for voting trust certificates (value
$2,919,000).

April 10 1929.—Brown Brothers & Co., as syndicate managers L. P.
Hollander Co., syndicate, $1,600,000. Secured by 800 shares L. P.
Hollander Co., Inc.

250,000 shares Electric Shareholdings Corp., 86 cumulative convertible
preferred stock (optional stock dividend series). Purchase syndicate
J. Henry Schroder Banking Corp., Chase Securities Corp., syndicate man-
agers, $1,948,000. Secured by 20,300 shares Electric Shareholdings Corp.
$6 cumulative convertible preferred stock. The sole obligor of this loan is
J. Henery Schroder Banking Corp.

April 24 1929.—International Hydro-Electric System convertible 6%
gold debentures; special group Chase Securities Corp., Bankers’ Co. of New
York, Harris, Forbes & Co., special group managers, by Chase Securities
Corp., $2,021,600. Secured by $2,100,000 International Hydro-Electric
System convertible 6% gold debentures due April 1 1944.

May 8 1929.—Pynchon & Co., syndicate managers under syndicate
agreement, dated April 26 1929, on $2,000,000 American States Public
Service Co. 10-year 6% gold debenture bonds series A, due Dec. 1 1938,
$1,800,000. Secured by $2,000,000 American States Public Service Co.
10-year 6% gold debenture bonds, due Dec. 1 1938, Signed syndicate
agreements.

June 5 1929.—Ridder, Peabody & Co., Caldwell & Co., syndicate man-
agers, $880,000. Secured by 27,000 shares Southern Fire Insurance Co.
of New York,

July 17 1929 —Ridder, Peabody & Co., syndicate managers, $1,000,000.
Secured by 8,000 shares National Shawmut Bank of Boston, Mass. (Value
$696,000.)

Aug. 7 1929.—Pynchon & Co., as syndiate managers under General
Theatres Equipment, Inc., common stock voting trust certifcates syndi-
cate agreement, dated July 18 1929, $2,500,000. Secured by 100,000
shares General Theatres Equipment, Inc., voting trust certificates; valua-
tion $3,500,000.

Aug. 21 1929.—Pynchon & Co., as syndiate managers under Utilties
Power & Light Corp., class B, stock voting trust certificates syndicate
agreement dated Aug. 8 1929, $2,500,000. Secured by 40,000 shares
Utilities Power & Light Corp., class B voting trust certificates, valuation
$3,200,000.

Aug. 28 1929.—Pynchon & Co., syndicate managers under General
Theatres Equipment, Inc., common stock voting trust certificates syndi-
cate agreement, dated July 18 1929, $4,000.000. Secured by 200,000
shares General Theatres Equipment, Inc., voting trust certificates, valua-
tion $7,200,000.

Sept. 18 1929.—Transcontinental Oil Co., common stock syndicate of
July 23 1929, Stroud & Co., Inc., syndiate managers, $1,470,857.20.

Oct. 2 1929.—Pynchon & Co., syndicate managers under syndicate
agreement dated Sept. 20 1929, for 210,000 shares General Theatres Equip.
ment, Inc., common stock voting trust certificates, $5,000,000. Secured
by 125,000 shares General Theatres Equipment, Inc., voting trust certifj-
cates (valuation $7,875,000).

Oct. 9 1929.—Brown Bros. & Co. (renewal) as syndicate managers,
L. P. Hollander Co. syndicate, $1,600,000. Secured by 800 shares L. p,
Hollander Co., Inc.

Stone & Webster and Blodgett, Inc., as syndicate managers under
Marine Midland Corp. agreement dated Sept. 24 1929, $11,400,000.
Secured by 200,000 shares Marine Midland Corp.

Nov. 27 1929.—Stone & Webster, capital stock trading account group
under agreement dated June 28 1929, as supplemented by agreement dated
July 12 1929, $1,400,000. Stone & Webster and Blodgett, Inc., group
managers. Secured by 37,743 shares Stone & Webster, Inc. (valuation
$3,095,000).

Peirce, Fair & Co. and Laidlaw & Co., jointly and severally; Peirce,
Fair & Co. and Laidlaw & Co., as syndicate managers, $1,278,308.50.
Participation from Bankers Trust Co. in loan for $2,556,617. Secured by
75,500 shares Caterpillar Tractor Co., valuation $4,153,000.

William H. English, John J. Raskob, syndicate managers (partici-
pation certificate of Bankers Trust Co.}, $336,908. Secured by 1,599
shares County Trust Co., New York (valuation $399,750).
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William H. English, John J. Raskob, syndicate managers (participa-
tion certificate of Bankers Trust Co.), $57,150. Secured by 1,837 shares
County Trust Co., New York (valuation $459,250).

$1,200,000 Seaboard airline Ry. Co. 414 % 1st lien equipment trust cer-
tificates series BB 3-3 account by Chase Securities Corp., managers,
$549,900. Secured oy $611,000 Seaboard Airline Ry. 4}4% 1st lien
equipment trust certificates, series BB, various maturities.

Utilities Power & Light Corp. 5% % debentures trading account, by
Chase Securities Corp. managers, $753,830. Secured by $847,000 Util-
ities Power & Light Corp. 20-year 514 % debentures, due June 1 1947.

Central States Utilities Corp., 6% secured gold bonds trading account,
by Chase Securities Corp., managers, $363,573, secured by $415,900
Central States Utilities Corp. 10-year 6% secured gold bonds due Jan. 1
1938.

Central States Power & Light Corp., $7 dividend preferred stock trading
account by Chase Securities Corp., managers, $530,910, secured by 5,399
shares of Central States Power & Light Oorp., $7 dividend preferred stock.

General Theatres Equipment, Inc., 6% convertible gold debentures,
trading account by Chase Securities Corp., managers, $1,047,200. Secured
by $952,000 General Theatres Equipment, Inc., 15-year 6% convertible
gold debentures due July 1 1914.

Detroit & Canada Tunnel Co., 634 % convertible sinking fund debentures
trading account, by Chase Securities Corp., managers, $1,171,800. Se-
cured by 81,277,500 Detroit & Canada Tunnel Co., 20-year 614 % convert-
ible sinking fund gold debentures, due May 1 1948.

Jan. 2 1930.—Stone & Webster, Inc., capital stock trading account,
group agreement, dated Dec. 27 1929, by Stone & Webster and Blodgett,
Inc., group managers, $1,975,000. Secured by 37,743 shares Stone &
‘Webster, Inc. (valuation $2,261,000).

Lincoln Building, Lincoln Forty-second Street Corp., 634 % sinking
fund gold debentures trading account of Dec. 3 1928. By Chase Securities
Corp., managers, $324,300. Secured by $352,500 Lincoln Building,
Lincoln Forty-second Street Corp., 20-year 614 9% sinking fund gold de-
bentures.

Jan. 3 1930.—General Theatres Equipment, Inc., 6% convertible gold
debentures, trading account by Chase Securities Corp., managers, $952,000.
Secured by $952,000 General Theatres Equipment, Inc., 15-year 6% con-
vertible gold debentures, due July 1 1944,

Detroit & Canada Tunnel Co., 6} % convertible sinking fund gold
debentures trading account by Chase Securities Corp., managers $1,178,-
921.25. Secured by $1,343,500 Detroit & Canada Tunnel Co., 20-year
624 % convertible sinking fund gold debentures, due May 1 1948,

Ridder, Peabody & Co., syndicate managers, $1,000,000. Secured by
42,419 shares Southern Surety Co. of New York (valuation $1,060,400).

Harris, Forbes & Co., Inc., syndicate managers, $5,000,000. Participa-
tion from First National Bank, Boston, Mass., in loan for $13,566,458.34.
Secured by $15,000,000 New England Power Association 54 % debentures,
due Dec. 1 1949,

Jan. 29 1930.—Dillon, Read & Co., H. C. Couch, C. S. McCain, syndi-
cate managers (renewal), $2,795,000. Secured by 24,989 shares Louisiana
& Arkansas Ry. Co. (Louisiana & Arkansas Corp.); 49,978 shares Louisiana
& Arkansas Ry. Co. common (Delaware Corp.); 49,978 shares Louisiana &
Arkansas Ry. Co. 6% preferred (Delaware Corp.).

Jan. 15 1930.—Dillon, Read & Co., H. €. Couch, Coverdale & Colpitts,
Charles 8. McCain and 8. Z. Mitchell, syndicate managers, $3,300,000.
Secured by $645,000 Seaboard Airline Ry. adjustment 5% 1949 con-
vertible debentures; $2,000 Seaboard Airline Ry. refunding 4% 1959;
$490,000 Seaboard Airline Ry. consolidated 6% 1945; $309,000 Seaboard
Airline Ry. 3 year 5% 1931; $303,000 Seaboard all Florida 6% series A
1935; $88,000 Seaboard all Florida 6% series B 1935; $125,000 Seaboard
Airline Ry. Atlanta & Birmingham 4% 1933; 27,400 shares Seaboard
Airline Ry. preferred, 217,400 shares Seaboard Airline Ry. common
(valuation $4,035,700).

Feb. 5 1930.—Stone & Webster, Inc., capital stock trading account, group
agreement, dated Dec. 27 1929 (renewal paid, $200,000), by Stone &
Webster and Blodgett, Inc., group managers, $1,775,000. Secured by 37,743
shares Stone & Webster, Inc. (valuation, $3,094,926).

April 2 1930.—Stone & Webster, Inc., capital stock trading account,
group agreement, dated Dec. 17 1929 (renewal) by Stone & Webster and
Blodgett, Inc., group managers, $1,375,000. Secured by 20,000 shares
Stone & Webster, Inc. (valuation, $2,000,000).

April 9 1930.—Brown Brothers & Co. as syndicate manager, L. P.
Hollander Co. syndicate (renewal), $1,600,000. Secured by 800 shares
L. P. Hollander Co., Inc. Signed syndicate agreements and assignments
thereof,

April 16 1930.—Hayden, Stone & Co., as syndicate managers Canal Bank
& Trust Co., New Orleans, capital stock underwriting syndicate, $2,871,550.
Secured by 57,431 shares Canal Bank & Trust Co., New Orleans, La.
Signed syndicate agreements.

April 23 1930.—Pynchon & Co., syndicate managers, $13,125,000. Se-
cured by 350,000 shares General Theatres Equipment, Inc., voting trust
certificates (valuation $17,150,000).

Pynchon & Co., syndicate managers, $7,200,000. Secured by 240,000
shares Fox Film Corp., class A common (valuation $11,520,000).

May 7 1930.—$30,000,000 General Theatres Equipment, Inc., 10-year
6% convertible gold debentures—purchase group, the Chase Securities
Corp., $27,150,000. Secured by $30,000,000 General Theatres Equip-
ment, Inc., 10-year 6% convertible gold debentures due April 1 1940.

Pynchon & Co., syndicate managers, General Theatres Equipment, Inc.,
common stock voting trust certificates purchase syndicate dated April 22
1930, $15,377,812. Secured by 410,075 shares General Theatres Equip-
ment Co., Inc., voting trust certificates common (valuation $19,683,600).
Signed syndicate agreements and assignment thereof.

Dillon, Read & Co., H. C. Couch and Coverdale & Colpitts, syndicate
Mmanagers (renewal), $2,700,000. Secured by 42,000 shares Seaboard Air-
line Ry., preferred; 343,495 shares Seaboard Airline Ry, common; $278,000
Seaboard Airline Ry. preferred 4% 1959; $595,000 Seaboard Airline Ry.
3-year 5% 1931; $2,039,500 Seaboard Airline Ry. consolidated 6% 1945;
$1,286,000 Seaboard all Florida, series A, 6% 1935; $287,000 Seaboard all
Florida, series B, 6% 1935; $15,000 Jacksonville Gainesville 6% 1951;
warrants to purchase 14,530 shares Seaboard Airline Ry. Co. common
(valuation $5,005,000).

Dec. 3 1930.—J. H. Carpenter and L. I, Bean, syndicate managers under

agreement dated May 17 1928, as amended, relating to the Lincoln Build-
ing, $1,000,000. Secured by note of Lincoln Forty-second Street Corp.,
$1,000,000. Endorsed by them and by United Engineers & Constructors,
Inc.
* Jan. 7 1931.—Pynchon & Co., syndicate managers under General
Theatres Equipment, Inc., preferred stock syndicate dated Nov. 11 1930,
$154,162. Secured by 25,600 shares General Theatres Equipment $3 pre-
ferred voting-trust certificates, 34,426 shares General Theatres Equipment
new common voting-trust certificates. Valuation, $897,700.

Pynchon & Co., as syndicate managers under General Theatres Equip-
ment, Inc., original group preferred stock syndicate dated Nov. 28 1930
(trading account), $78,718.68. Secured by 4,499 shares General Theatres
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Equipment common, 6,187 shares General Theatres Equipment, Inc., $3
convertible preferred. Valuation, $242,500.

Pynchon & Co., as syndicate managers under General Theatres Equip-
ment, Inc., preferred stock syndicate dated Nov. 11 1930 (trading account),
$225,181.63. Secured by 11,557 shares General Theatres Equipment, Inc.,
common; 16,074 shares General Theatres Equipment, Inc., $3 convertible
preferred. Valuation, $627,800.

July 1 1931.—Commitment was approved to loan syndicate of which
E. H. Rollins & Sons, Inc., are managers, up to a total of $12,000,000, to
run not more than 60 days, one-half of the loan to be secured by Jersey
Central Power & Light Co. first mortgage 414 % bonds of 1961 and the
balance to be secured by Jersey Central Power & Light Co. 514 9% preferred
stock.

Aug. 16 1933.—State of New York serial bonds group account, the Chase
National Bank of the City of New York group account managers, $2,837 -
411.18. This loan was made July 11 1933. Secured by $2,831,000 State
of New York 3% general State improvement and elimination of grade cross-
ing bonds, dated July 1 1933, due serially July 1 1934, to July 1 1933,
inclusive.

State of New York serial bonds group account, the Chase National
Bank of the City of New York. Group account managers, $2,881,311.17.
This loan was made July 11 1933. Secured by $2,875,000 State of New
York 23{9% emergency unemployment relief bonds dated July 1 1933, due
serially July 1 1934 to July 1 1940, inclusive.

Aug. 23 1933.—State of Maryland 4% serial bonds group account. The
Chase National Bank, managers, $7,796,485.32. This loan was made
Aug. 15 1933. Secured by $7,381,000 State of Maryland 4% certificates of
indebtedness dated Aug. 15 1933, due Aug. 15 1934 to Aug. 15 1948, in-
clusive. Issued for emergency relief and unemployment and general
construction purposes.

State of Minnesota 414 9% highway bonds group account. The Chase
National Bank, managers, $1,305,870.75. This loan was made on Aug. 17
1933. Secured by $1,212,000 State of Minnesota 41{% highway bonds
dated Nov. 15 1930, due May 15 1944 to May 15 1946. (Issued for State
trunk-highway purposes).

Chronicle

Silver Margins Raised.
The following is fromthe ‘“Wall Street Journal’* of Nov. 16
Owing to the recent sharp advance in silver futures on the Commodity
Exchange, Inc., a few of the larger commission houses have raised the
marginal requirement for a speculative account to $2.500 a contract of 25,000
ounces of silver. On account for metal trade houses and those doing arbi-
trating and switching, however, the requirements remain unchanged at
$1,100. The advance in marginal requirements for silver is not a general
one, however, and has thus far been confined to a few houses, inquiry reveals
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State Superintendent of Insurance Files Interim Re-
port on Title and Mortgage Companies with Gov-
ernor Lehman-—Reports Progress in Rehabilitation
of 14 Companies—Aid to Investors Shown—Seeks
RFC Loan to Holders of Guaranteed Certificates.

State Superintendent of Insurance George S. Van Schaick,
in an interim report forwarded to Governor Herbert H.
Lehman on Nov. 13, on the rehabilitation of 14 of the largest
title and mortgage companies and general status of the mort-
gage field, states that the Insurance Department “‘has eut
away a great amount of the underbrush, has made some
decided advances in practices and has started on the road
toward orderly reorganization of issues and safeguarding
the position of the certificate and mortgage holders.”

The task confronting the Insurance Department is of such
magnitude that the properties to be administered and ser-
viced by the Department in the rehabilitation proceedings
are valued at more than 40 times the total assets involved
in liquidation proceedings handled by the State Insurance
Department since its organization 74 years ago.

The report to the Governor of the Superintendent of
Insurance in reference to pending rehabilitation proceedings
in the title and mortgage company field follows:

To His Ezcellency Governor Herbert H. Lehman:

The action of the Department of Insurance early in August of this year
in taking for rehabilitation 14 of the largest title and mortgage companies
under its jurisdiction presents a situation which should at this time be laid
before you for public information. This is in the nature of an interim
report.

The reorganization of these 14 companies involves the bulk of an industry
which is closely interwoven with the building program of the metropolitan
area. Insize, I think it is fair to say that no court or administrative agency
of any State has had imposed upon it at one time a problem as vast in dollars
and cents or involving so many human beings. The properties to be ad-
ministered and serviced by the Department in these rehabilitation proceed-
ings are valued at more than forty times the amount of assets involved in
all liquidation proceedings handled by the Insurance Department from its
inception in 1859 until Jan. 1 1933. The rehabilitation of the 14 companies
involves more than four times the total moneys involved in involuntary
and voluntary bankruptey proceedings concluded in the Southern District
of New York for the four-year period preceding Sept. 30 1932.

The number of mortgagors in distress is appalling, but equal distress
among holders of mortgage guaranties and certificates is evident. It is
difficult to portray the complexities of the situation. In one company we
found that in order to protect the certificate and mortgage guaranty hold-
ers more than 3,000 foreclosure actions were pending when rehabilitation
was ordered. Another company had sold more than 300 million dollars
of mortgages to thousands of participants. The total amount of the
guaranties of the same company outstanding up to the date of rehabilitation
exceeded 800 million dollars. Detailed statistics are not presented in this
report because they would entail duplication of figures presented in papers
filed with the courts in connection with the petitions for rehabilitation or-
ders. Specific information on individual companies will be furnished from
time to time as developments take place,

We must not overlook the fact that for a generation the mortgage com-
panies of this State had functioned with fewer failures and defaults than
nearly any other type of banking or insurance enterprise. In no way as an
excuse for the general practices of these companies, I must refer to the

fundamental fact that the security holders can procure ultimate financial,
\J
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salvation only by a real recovery in property values. To be sure, mis-
management of individual pieces or laxity of operating agencies do reflect
themselves in the income received. By and large however, the main loss
arises out of general depreciation of real estate values.

1t is not for me vo comment on whether or not real estate investments
will in the long run suffer greater shrinkage than the investment made by
the public in industrial enterprises, railroads or other institutions. Our
first problem was, of course, to clean house and set up efficient and honest
operating units. Secondarily, we have had in mind, as indicated hereafter,
that the policies employed in respect to the specific properties should bear
some relationsnip to the general recovery program laid down by the Presi-
dent of the United States. This national policy vitally affected the attitude
which the Department has taken in respect to diminishing unnecessary
foreclosures and dispossess actions. It may well prove that the chaotic
cut-throat competitive methods employed in the mortgage and building
marketv in New York City explain to a great extent the losses now being
experienced by so many unfortunate investors.

Under all the circumstances, I am confident that the Department within
a few months has cut away a great amount of the underbrush, has made
some decided advances in practices and has started on the road toward
orderly reorganization of issues and safeguarding the position of the cer-
tificate and mortgage holders. I am not entirely satisfied with the results,
but I assume that no responsible public official should ever bs entirely
satisfied.

(1) Origin of the Problem.

In the report of the Superintendent of Insurance to the Legislature in
February 1933. attention was called to the problem of this type of company
due to an unliquid condition resulting from the slump in real estate values
and the economic plight of the population. The bank holiday closed these
institutions. T1f liquidation had immediately resulted therefrom much
needless loss would have been inevitable. It was generally recognized that
the interest of all required time for orderly procedure with a view to con-
serving and protecting assets. The companies were reopened by the Super-
intendent of Insurance under stringent rules and regulations, which were
aimed at the prevention of preferences and provided for the payment to
the public from the amounts collected upon the various mortgages in which
{nvestments had been made. This was a mere temporary step preparatory
to using the statutory proceeding of rehabilitation under Article XI of the
Insurance Law.

(2) Size of the Problem.

It must be borne in mind that of the total guaranteed mortgages out-
standing, approximately $1,000,000,000 involved guaranties issued not
to a single person but to groups of people unacquainted with one another
and without homogeneity of interest other than that based on their invest-
ment in a particulac guaranteed mortgage issue. There are in excess of
20,000 issues involved in rehabilitation. Many of the issues covered more
than one piece of property. It soon became apparent that in order to
preserve the values in the underlying properties and the rights growing
out of the guaranties, the Department was faced with the problem of work-
ing out reorganizations in these 20,000 different issues, to the end that the
co-investors of each group could wisely work out in orderly fashion the wishes
of such group.

(3) The Fundamentals of the Plan.

When the restrictions were imposed the Superintendent of Insurance
directed these companies to propose plans for rehabilitation or reorganiza-
tion. The plans so suggested were rejected and after considerable study
a new plan was drafted as the basis for court orders under the rehabilitation
provisions of the New York Insurance Law. In each case where the com-
pany had a presumed good will in connection with the insuring of titles,
searching of titles, servicing of properties or selling of guaranteed mort-
gages, the orders of rehabilitation endeavored to provide machinery for
the conservation of such good will for the benefit of the holders of guaran-
ties, other creditors and interested parties.

In four cases separate corporations were established with separate capital
funds in order that against these new funds new title insurance business
could be conducted.

In two cases where the companies had no title plants they nevertheless
were permitted to establish separate corporations in order to try to recap-
ture the intangible good will and profits indicated by their past experience
in the marketing of mortgages.

As to this latter group the plan of rehabilitation provided for the sale by
the new companies so established of limited mortgage guaranty policies,
whereby the new companies would guarantee interest, taxes, &c., up to
foreclosure.

This latter class of rehabilitation has been substantially delayed because
of the injection into the situation of the restrictions and terms of the National
Securities Act. At this time iv is impossible to say whether that Federal
measure will frustrate some of the proposed plans of rehabilitation insofar
as they attempted to hold on to the good will established by the companies
in the past in the mortgage market.

In each case of rehabilitation the Department has had as its initial objec-
tives: (1) preservation of the property; (2) the examination of the causes
which put the companies into positions of distress, and (3) the removal of
such causes where possible.

(4) The Plan and Aim of the Insurance Department in Rehabilitation.

(a) The immediate and important requirement was the preservation
and servicing of the security back of the guaranties consisting of hundreds
of thousands of pieces of property. Each Special Deputy in rehabilitation
was given responsibility to see that adequate and proper service of proper-
ties was put in effect. In the case of the six large units servicing was en-
trusted to new corporations set up as a part of rehabilitation. It was
desirable to use existing real estate service organizations where possible,
with adequate safeguards to assure an intelligent, efficient and honest
service.

(b) The reorganization of properties and certificate issues was likewise
immediately imperative in view of present mortgage conditions, Whole-
sale foreclosures of mortgages would result only in loss to investors in cer-
tificates and guaranties. The alternative was to co-operate with owners
in the working out of equitable plans which would permit the payment of
some income and at the same time make more secure the invested pri neipal.
Readjustments to fit conditions are in order. Some of these have to do
only with extensions. Soma have to do with reduction of interest. All
have to do with making terms with trustworthy owners who need a modifi-
cation of contract terms in order to be able to carry on.

(5) Mechanics of Operation.

In carrying out the plans of rehabilitation the Department has placed
Special Deputies in charge of the various companies. Where volume of
the business or the extent of the liabilities made it necessary. Assistant
Special Deputies have been designated. As far as possible, these Special
Deputies and Assistants were taken from the trained staff of the Liquida-
tion Bureau of the Department and from the PDepartment examination

staff,
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In each case accounting firms were immediately put on the books to
draw up balance sheets as of the date of the court orders directing rehabili-
tation,

The courts have been most co-operative and in order to procure as

much uniformity in the law in respect to the multiplicity of the questions
involved the Appellate Divisions of the First and Second Departments
have designated Special Terms in the Supreme Court. The appointment
of Judges Frankenthaler, Johnson and Taylor as Judges sitting in Special
Terms on rehabilitation matters has been of invaluable assistance in pre-
venting confusion and acceleration of procedure.
§ The Department retained special counsel in connection with rehabilita-
tion matters, and in order to reduce expenses and to procure uniformity
in policy, legal matters with respect to rehabilitation of 12 companies have
been concentrated in the hands of three firms of attorneys of highest stand-
ing at the Bar, chosen because of legal ability and familiarity with the
unique problems involved.

The arrangements with the new companies for the servicing and protec~
tion of guaranteed mortgages in the case of the six largest companies in
rehabilitation were effected in each case through contracts with the Super-
intendent revocable by him. By this means the Superintendent hoped to
preserve for the benefit of the rehabilitator the wide knowledge and detailed
information which lay in the possession of the large staffs of employees
previously retained in respect to the properties involved.

At the last session of the Legislature a new article was added to the
Insurance Law. This Article XII provides for the establishment of one
or more corporations to act as a non-profit making, quasi-public unified
bondholders’ committee in behalf of the certificate holders of the mortgage
guaranty companies. That agency up to this time has received deposits
of certificates amounting to nearly $34,000,000 and involving 3,364 issues.
Your message to the Legislature in respect to the creation of this Protection
Corporation indicated the great danger that would arise in case a multitude
of committees were organized in each separate issue. The action of the
Legislature was no doubt intended to prevent the waste arising from the
then announced multiplicity of separate committees. This would have
resulted in confusion, waste and inaction. The Superintendent, under the
legislation, promulgated rules and regulations for the issuance of lists to
certificate holders and in 90 cases, where pecullar situations warranted,
has permitted the lists of particular issues to be given to applicants. In
many of the smaller mortgages, meetings of the certificate holders have
been held and wherever unanimous action can be agreed upon the issue
has been reorganized by extension of mortgage, reduction of interest or
other appropriate action.

The New York Guaranteed Mortgage Protection Corporation, prior to
the date of rehabilitation, reported that it found delays and obstacles inter-
posed by the officials of the companies. Cases actually in process of re-
organization by the Protection Corporation which are about complete total
$27.000,000, while cases in process of reorganization which will be completed
within the near future total approximately $58.000.000. TFurthermore,
approximately $100,000,000 of certificate issues are now being worked on
pursuant to the corporate plan hereinafter mentioned.

There has been considerable criticism that the work of the New York
Guaranteed Mortgage Protection Corporation has not resulted in sufficient
reorganization of issues up to this time. The delays to a great extent have
been unavoidable and are no doubt exaggerated by persons who do not
realize the complications and the vastness of the problem. It cannot be
denied, however, that the mere existence of the New York Guaranteed
Mortgage Protection Corporation has prevented the organization of a
multitude of racketeering committees which would have preyed upon the
certificate holders by feigned offers of assistance. The Superintendent
felt it wise public policy not to encourage the organization of other protec~
tion corporations under Article XII of the Insurance Law. Local interests
however, have been encouraged in the working out of the problem., In
‘Westchester County, for example, a prominent member of the Bar of that
county is a director of the Protection Corporation, an advisory committee
of local interested citizens is being formed to co-operate with him and a
local office of the Protection Corporation has been opened at White Plains
to furnish information and assistance to Westchester County residents.

It soon became evident that the reorganization of issues by arranging
through more than two-thirds consent of certificate holders for the exten=
sion of the mortgage, reduction of interest or other variances in the terms,
would lead to no ultimate reorganization of the companies. The Super-
intendent has therefore recently instituted a simple procedure under Chap-
ter 745 of the Laws of 1933, whereby the certificate holders of any par-
ticular group may, under a plan promulgated by the Superintendent and
approved by the certificate holders, organize themselves into a corporate
entity. Under such procedure certificate holders are in no way diminish-
ing or affecting their claims on the guarantees. They are, however, thereby
putting themselves in a position to deal effectively and expeditiously in
respect to their joint problems.

(6) Withdrawals of Morlgages.

Prior to the court orders of rehabilitation, many holders of single guar-
anteed mortgages deemed it wise to withdraw their mortgages. Since
rehabilitation tnis practice has continued and approximately 160 million
dollars of mortgages have been withdrawn from the companies.

(7) Subsidiaries.

In many cases the problems involved in rehabilitation have been compli-
cated and have been unavoidably delayed because of relations between
parent companies and totally owned subsidiaries. The subsidiaries often
have separate sets of creditors. In several cases the affairs of the subsidi-
aries have necessitated separate Federal equity court receiverships. Such
receivership proceedings have been commenced in Georgia, New Jersey
t;;m kll.l the Federal Courts for the Southern and Eastern Districts of New

ork.

(8) Burden on the Department.

The Insurance Department had no reserve force of employees which
could be shifted into this vast field of reorganization. It has been necessary
to enlarge substantially the staff in order to supervise the situation and to
guide the interests of all parties involved. There have been instituted in
the Department central bureaus for the exchange of information between
the Special Deputies in various companies and for the promulgation and
distribution of orders and regulations applicable to all of the companies.
Obviously, not in every instance could uniformity of action be maintained,
but in the main the Department has endeavored to make the practices and
procedure in all of the companies coincident on major policies.

(9) Reduction of Expenses and Overhead. 1

The special Deputy placed in charge of each company was immediately
instructed to analyze the expenses of all overhead outlays. In this con-
nection the payrolls of each company were analyzed, substantial cuts in
salaries were made and the salaries then paid were justified on the basis of
the experience and ability of each employee. A substantial number of
employees of the companies have been let out, either because their services
were not needed or because their competence or trustworthiness was in
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doubt. Compliance with the National Recovery Administration program
was directed by the Superintendent as a contribution to national recovery.
Temporarily this has imposed a slight additional burden upon the companies,
but this will be more than offset by the advantage which should be derived
from larger payrolls and purchasing power.

(10) Mortgage Foreclosure Program.

At the inception of the rehabilitation program there were pending thou-
sands of foreclosure proceedings. The Superintendent has enunciated
the policy that for the general good of the real estate market and for the
particular benefit of guaranty holders, no new foreclosures were to be com-
menced, provided that by assignment of rents or otherwise the milking
of the property by the equity owner could be prevented. As to the fore-
closures pending, endeavors have been made with some satisfaction to
work out short cuts between the mortgage holders and the equity owners
by sitting around the table. To this end regulations and orders have been
promulgated. The philosophy of the Department has been enunciated
heretofore as follows:

“During the existence of the present emergency, leniency shall be shown
to all deserving mortgagors, and the companies are directed to act in con-
sonance with the declaration by President Roosevelt in his message to Con-
gress on April 13 1933, recommending legislation looking to the creation of
the Home Owners’ Loan Corporation, when he said:

‘“ *The broad interests of the nation require that special safeguards should
be thrown around home ownership as a guarantee of social and economic
stability, and that to protect home owners from inequitable enforced
liquidation, in time of general distress, is a proper concern of the Gov-
ernment.’

“In order to avoid undue hardship on mortgagors, the companies shall
endeavor in the first instance, in all cases where it is advisable for the
protection of their policy holders and creditors, to obtain rent assignments,
instalment agreements or other security for the prompt payment of their
obligation by mortgagors. The companies shall co-operate with the Home
Owners’ Loan Corporation and shall exercise the power to foreclose mort-
gages only when considered necessary to do so, and then only upon the
written approval by the Special Deputy Superintendent of Insurance in
each particular case.”

(11) Reconstruction Finance Corporation.

It soon became apparent that many certificate holders were in real need
of funds for the maintenance of their own homes. To this end the Super-
intendent is actively engaged in negotiations with the Reconstruction Fi-
nance Corporation aimed at the establishment of a rediscount corporation,
run not for profit, but for the purpose of lending to needy certificate holders
limited amounts against the deposit of their certificates. No definite
word has been received from Washington on this proposal.

(12) Complezity of the Situation.

The position of the holders of guaranties of these companies is highly
complex. They stand in the position of claimants against real estate
represented either by mortgages or by property foreclosures. In addition,
they have a claim-over against the company on the guarantee. The object
and hope of rehabilitation has been to prevent a mad scramble for the
finalizing of losses on collateral. This has necessitated a program under
which each negotiation on the thousands of properties involves a tri-party
relationship. The owner of the property, the holder of the guaranteed
mortgage and the Superintendent as rehabilitator of the company, all have
to negotiate in respect to each transaction involving each of the thousands
of parcels.,

Insofar as the holder of the guarantee owns the whole mortgage against
a particular property, only three parties have to sit around the table to try
to work out the best solution for that particular property and mortgage
holder. Where, however, the mortgage on the property has been split
up into hundreds or thousands of parts among persons unacquainted with
the property and unknown to one another, the Department has been
compelled to face the inherent difficulty that arises out of the necessity
of building within each of such groups some democratic form of procedure
by which the group itself can become articulate in law as to its own wishes
in the situation. The development of such a program is further complicated
by the supreme necessity of providing every safeguard possible to prevent
the freezing out of minorities and the improper control of a particular issue
by any small group for its own benefit. Moreover, to a degree each cer-
tificate group normally looks out for its own interests, irrespective of the
effect on'certificate holders in other issues. In the midst of such conflict-
ing interests, the Insurance Department must continue to be the impartial
protector of all holders of guaranties, other creditors and others interested
in the companies.

(13) Investigation into Practices.

Soon after rehabilitation orders were signed the Superintendent estab-
lished a special bureau with separate counsel to inquire into the practices
of the companies. Not all the departments of all the companies have been
delved into. Up to date, more than 200 witnesses have been ex-
amined under oath and several thousand pages of testimony have been
taken. Whenever deemed advisable, civil actions will be instituted to
recover assets. When and as evidence of wrongdoing is found, data is
sent to the District Attorneys. In some cases it appears that issues in
default were sold to innocent purchasers. In other cases it developed that
there were improper substitutions of the collateral underlying issues. In
one instance a substantial number of properties were improperly transferred
to the detriment of creditors to a corporation controlled by persons friendly
with officials of the company. I have by no means finished this investiga-
tion. Although this Department is a civil administrative arm of the gov-
ernment, it has promptly transmitted to the law-enforcing officials of the
respective counties the pertinent data already assembled. We will con-
tinue this practice and have naturally offered full co-operation to the
Prosecuting agencies. As a result of the investigation, the personnel of
at least two of the companies have been so substantially shattered by neces-
sary resignations or dismissals that the Superintendent could no longer con-
tinue to permit the new corporations set up in rehabilitation to service the
properties in rehabilitation. The Department, therefore, is faced with the
necessity of promptly building up a sufficient staff to replace the officers
and officials heretofore carrying on the work. To bring in this new fresh
blood will of course cause some delays. Nevertheless, the Department has
no choice, in view of the improprieties charged against the individuals
formerly employed. Whenever complaints come into the Department
from creditors, certificate holders, property owners or others they are
received by a special complaint bureau and promptly sent out into the field
to be handled by the Deputies in charge, Unfortunately, many of the
complaints go to situations beyond the control of the Department. The
Department, of course, is powerless to create income sufficient to meet
the amounts promised to the certificate holders.

I believe that we are making genuine progress in terminating unfortunate
prior practices and arranging for vigilant, honest management of the prop-
erties underlying the guaranties of the companies. Not in all companies
do I find the same laxities and improprieties.
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Income to certificate and mortgage holders depends essentially on recov-
ery on a nation-wide basis. In some instances reports made to the Super-
intendent indicate that there is a gradual and healthy growth in the income
produced from the underlying properties. I am confident that the internal
changes made by the Department of Insurance in nearly all companies
taken for rehabilitation will create operating units that will take full advan-
tage of any future improvement in rents or interest.

GEORGE 8. VAN SCHAICK,
Superintendent of Insurance of the

State of New York.
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Increase of $21,642,261 Reported in Volume of Bankers’
Acceptances During October—Volume of Bills
Outstanding Oct. 31 Totaled $736,790,9456 as
Compared with $715,148,684 Sept. 30.

In announcing the result of its survey of the acceptance
business for October on Nov. 17 the American Acceptance
Council noted that the volume of outstanding bankers’
acceptances at the end of October showed an increase for the
month of $21,642,261, bringing the total to $736,790,945.
Robert H. Bean, Executive Secretary of the Council, said
that “this increase for the month of October is almost exactly
the increase for September, which gain was $21,137,073.”
He said that “the figures for Oct. 31 this year compared
with the corresponding date of 1932 gives an increase for
this year of $38,170,576. Mr. Bean added:

That the use of acceptance credits to finance the shipment of staple
commodities is not up to previous years is shown by the very moderate
gains which have been made since the beginning of the crop-moving season.

Wholesale prices for all major commodities are considerably above last
year's quotations and the movement of much of this year’s crop is in larger
proportion, up to Nov. 1, than in previous years. In the case of cotton
alone there is an increase of more than 40% in the price, while there is an
increase of nearly 20% in the amount of cotton consumed during the three
months of the present season. As cotton is very largely financed by
acceptance credits in normal years, it will be seen that on the face of these
increases as between 1932 and 1933 there should have been a very much
greater increase in the volume of bankers’ bills against cotton than the
figures show. It is very clear that Government financing under the emer-
gency agencies and the use of bank cash in place of credit has greatly re-
duced the volume of acceptance business on commodities.

Another reason for the reduction in dollar bills below the expected volume
may be found in the prevailing belief that great quantities of American
products’as well as finished goods have been shipped abroad against pay-
ments which are made in foreign markets to be held there subject to call
of American exporters. The amount of American funds against exportable
goods now lodged in foreign financial centers is undoubtedly an important
factor.

The volume of bankers’' acceptances created to finance imports wenv off
$3,841,941, while bankers' acceptances based on goods stored in or shipped
between foreign countries dropped $4,269,533 to a new low for the past
three years of $195,199,697.

Gains in the classified volume are found in export bills which increased
$14,277,407, domestic shipment bills which increased $14,869,318, ac-
ceptances to finance the storage of goods in domestic warehouses increased
only $590,926 and acceptances for the purpose of creating dollar exchange
remained unchanged with the exception of $66,000.

The bill market continued to have only a fair amount of business during
the month under review with portfolios not exceeding $45,000,000 at
any time.

Purchases of acceptances by accepting banks for their investment account
continued heavy throughout the month and these banks at the close of
business Oct. 31 held $321,385,979 in the bills of other banks. The same
banks held unsold of their own bills $270,778,664, a total of $592,000,000
against a total of $533,778,513 on Sept. 30.

Outside of the bills held by accepting banks, the Federal Reserve System
and the dealers, approximately $100,000,000 were held by other non-
banking investors.

Mr. Bean also furnished the following detailed statistics:

TOTAL OF BANKERS DOLLAR ACCEPTANCES OUTSTANDING FOR
ENTIRE COUNTRY BY FEDERAL RESERVE DISTRICTS.

Oct, 31 1932,

$40,863,417
561,284,124
13,297,576
10,253,459
1,524,052
7,923,612
36,738,725
1,745,640
2,499,086
000

Oct, 31 1933.

$45,169,939
506,274,226

Sept. 30 1933.

$44,193,325
577,544,268
14,266,558

Federal Reserve District.

1,864,487
20,026,191

$698,620,369

3,500,228
20,192,551

$736,790,945 | $715,148,684
Increase for year $38,170,576.

Grand total
Increas- for month $21,642,261.

CLASSIFIED ACCORDING TO NATURE OF CREDIT.

Oct. 31 1933.

$99,364,108
184,984,766
29,463,338
223,349,842
4,429,194
195,199,697

Sept. 30 1933.

$103,206,049
170,757,359

oct. 31 1932.

$81,471,614
157,364,062
14,594,020 15,712,701
222,758,916 206,477,731
4,363,110 6,382,782

199,469,230 231,211,479

Dollar exchange
Based on goods stored In or shipped|
between forelgn countries

CURRENT MARKET QUOTATIONS ON PRIME BANKERS' ACCEPTANCES
NOV. 15 1933,

Dealers’ Dealers’
Buying Rate.|Selling Rate.

Dealers’ Dealers’
Buying Rate.|Selling Rate

%
7%
%
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Value of Commercial Paper Outstanding as Reported

to Federal Reserve Bank of New York $129,700,000

on Oct. 31, Compared with $122,900,000 Sept. 30

The following announcement, dated Nov. 14, was issued
by the Federal Reserve Bank of New York:

B Reports received by this bank from commercial paper dealers show a

total of $129,700,000 of open market commercial paper outstanding on
Oct. 31 1933.

Below we furnish a record of the figures since they were

first reported by the Bank on Oect. 31 1931:

1933 1932 1932 —
Oct. 3 Dec. 31 Feb. 29___$102,818,000
Sept. : 122 Nov.30-__ Jan. 31___ 107,902,000
Aug. 31___ 107.400.000 | Oct. 31 __
July 31" 96,900,000 | Sept. 30-_-
June 30__" 72,700,000 | Aug. 31___
; 60,100,000 | July 31___
64,000,000 | June 30__ -
71,900,000 | May 31___
84,200,000 | Apr. 30___
84,600,000 | Mar. 31___ 105,606,000 |

—_—

Financial

1,100,000
9,500,000
3,200,000
0,100,000

100,000

0
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American Securities Investing Corporation In Process
of Dissolution.—80%, of Outstanding Debentures
Called For Redemption—So-Called “Bond Pool”
Formed Under Presidency of Thomas W. Lamont.

That the so-called ‘“‘bond pool’’—the American Securities
Investing Corp.—is in process of dissolution, is evidenced in
an announcement of the proposed retirement of 809 of its
outstanding debentures. The announcement was made as’
follows on Nov. 15 by Thomas W. Lamont of J. P. Morgan
& Co.:

American Securities Investing Corp. has announced that it has called for
redemption on Dec. 1 1933 at 105 and interest, $28,020,000 principal
amount of its outstanding Five-Year Debentures constituting 80% of the
$35,025,000 principal amount of debentures outstanding.

The formation of the corporation in 1932 under the presi-
dency of Thomas W. Lamont of J. P. Morgan & Co. was
noted in our issue of July 16 1932, page 413, and a later item
appeared in our Nov. 12 issue (1932), page 3267. From the
“Wall Street Journal’’ of Nov. 16, we quote the following
anent this week’s announcement:

Throughout the Wall Street district, the announcement was accepted as
an indication that the bankers, apprehensive of the future of the dollar
and long term claims upon dollars, no longer consider even high grade bonds
as good buys. . . .

‘When the corporation was formed bond prices were extremely low because
of the heavy liquidation forced by the drain of gold from New York to
Paris. Preceding the organization of the corporation, there had been con-
tinued talk of the necessity of the need for greater credit expansion, of ways
and means to expand credit and of “doing something for bonds.” The
corporation was brought into existence approximately when gold shipments
to Paris ended with the exhaustion of French deposits here. The bond
m_urket had responded immediately and prices showed large gains.

Change of Situation.

At the time it had been indicated that the bankers considered high grade
bonds to be undervalued and were organizing the corporation precisely
because possible profits were indicated. It was indicated yesterday that
the corporation is being wound up now because conditions have changed
since the company was organized. Bond prices, of course, are weak so that
the inference was that improvement is no longer considered most probable.
The expectation of low bond prices is based upon the belief that holders will
shift their assets into speculative commitments as a hedge against dollar

devaluation.
e e

Rumors on Plans for Prevention of Foreign Exchange
Sales to Pay for Foreign Securities Believed Un-
founded at This Time.

Reports yesterday (Nov. 17) that the Federal Reserve
Board had decided to halt purchases of foreign exchange by
Americans who planned to acquire foreign securities are be-
lieved to be without foundation, and were denied by re-
sponsible sources in the financial distriet. Such rumors were
mainly responsible for the recovery of the dollar in terms
of foreign exchange late on Thursday and again on Friday.
One authority suggested that the rumors and the action of
the dollar were both ‘“nine-tenths psychology,” and it was
indicated that no official measures have yet been contem-
plated to halt the shipment of American capital abroad.

———————

Restoration of “Fixed Gold Standard’ Urged by Illinois
Manufacturers’ Association—Modification of
Banking Act of 1933 Incident to Deposit Insurance
Provisions Also Urged.

Restoration of a “fixed gold standard’ was urged upon
President Roosevelt in a resolution adopted by the Directors
of the Illinois Manufacturers’ Association in Chicago on
Nov. 10. The report of the Banking Committee presenting
the resolution said:

“Transaction of business is becoming increasingly difficult for members
of this organization, because of a growing fear on the part of their customers
and the American public at large concerning the future purchasing power
of American money both at home and abroad.

Declining confidence in the Administration's uncertain monetary policies
also is impairing the Government’s credit and retarding economic rceovery.

The various plans adopted by the Administration to raise commodity
prices are designed primarily to relieve the debtor classes.

‘Whereas we are in sympathy with debtors suffering from unemploy-
ment or low commodity prices, any attempt to relieve this situation by
some of the-inflationary amendments to the emergency farm mortgage
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act are not likely to benefit any particular class and eventually the entire
Dpopulation of the country will suffer.

Continued experimentation with unorthodox methods of raising com-
modity prices may soon result in unbridled speculation, a race for cur-
rency depreciation by the major commercial countries of the world, and
possibly eventual loss of control over commodity prices.

The resolutions adopted by the Association also urged the
modification of the Banking Act of 1933 so as to limit the
liability of member banks under the deposit insurance
plan, according to the Chicago ‘““Tribune’’, which said:

Declaring that the unlimited liability of banks under the deposit insur-
ance plan for losses of other banks threatens sound banking in the country,

the Association recommended that the law be changed so as to fix a definite
limit for the liability member units.

Means Speculative Banking.

“Otherwise,” the resolution read, “it is evident that banking will be-
come sa speculative and unduly hazardous that credit of existing banks
will be impaired and it will not be possible to obtain necessary new banking
capital.”

Both resolutions were adopted unanimously by the directors, the state-
ment said.

"

e

Greenbacks Soon on Press Predicts Dean Madden—
Managed Currency Plan Will Fail, Forcing Fiat
Money Issuance He Holds—Predicts Printing of
$3,000,000,000.

The issuance of greenbacks before the next Congress
meets in the amount of $3,000,000,000 was predicted on
Nov. 9 by Dean John T. Madden, of the New York Univer-
sity School of Commerce, Finance and Accounts, in an ad-
dress on the present currency situation, delivered before the
Nassau County Bankers’ Association at Garden City, L. I.

According to Dr. Madden (we quote from the New York
“Herald Tribune’’ of Nov. 10), the managed currency ex-
periment now being made will fail in its aim of increasing
domestic commodity price levels. A few imported commod-
ities, and perhaps some with an international market, will
increase in some measurable relation to the decline of the
dollar in the foreign exchange markets, but the general
levels of prices in the United States probably will not change
greatly under a managed currency, it was argued. The
paper indicated further quotes Dean Madden as follows:

An analysis of the movement of prices in Great Britain shows that
through the depreciation of the currency Great Britain has been able only
to maintain the price level on an even keel. She has not been able to bring
about a sharp increase in prices. What is the explanation of this fact?
The answer is that while the pound sterling was decreasing, prices of com-~
modities in the gold standard countries, particularly in the United States,
were derceasing also and hence the depreciation in the pound sterling
merely offset to a certain degree the decline in prices in countries on the
gold basis. Furthermore, although the pound sterling depreciated, salaries,
wage and fixed incomes in Great Britain remained unchanged so that the
purchasing power of Great Britain did not increase and, without an increase
in purchasing power, it is impossible to bring about a permanent increase
in prices. If this analysis is correct, and I am firmly convinced that it is,
managed currency in this country is not possible. That does not mean
that it will not be attempted, for I would not be surprised to see the policy
in the near future one of managed currency and managed credit but I am also
convinced that if this comes to pass, sooner or later the inherent fallacies
will become so evident that a return to sound money will be made.

British-French Pact Possible.

It is not unlikely that the Administration may endeavor to establish a
modus vivendi with Great Britain and France which will enable it to depress
the dollar without at the same time antagonizing these countries. If the
United States and Great Britain can decide on a common currency whereby
the dollar and the pound move more or less in unison, the chances of the
Administration bringing about a moderate increase in prices are measurably
improved.

‘We live from day to day. I cannot believe that the Administration has
any longer great hopes for its currency experiment. I suspect that Wash-
ington now realizes that currency depreciation alone will not bring about
a substantial increase in prices. Certainly the better informed advisers of
the Administration have always known this or should have known it,

Results of Greenback Issue.

Less than 60 days intervene before the next Congress meets. What
will the Administration do in the mean time, for it is evident that busi-
ness has receded and dissatisfaction on the part of the farmer, laborer and
consumer has increased. One of the uncertainties is that the Government
may endeavor to given business another shot in the arm through the issue
of greenbacks and one prominent agency is most active in promoting this
device. I would not be astonished if this came to pass shortly before the
next Congress meets.

An issue of greenbacks for retiring the existing obligations of the Govern-
ment would result in the following effects:

(a) The Government would print the money.

(b) The money would be turned over to the holders of Government oh-
ligations. >

(c) They in turn would deposit it in the banks.

(d) The banks would deposit it in the Reserve Banks.

(e) Through this operation the Reserve balances of the member banks
would be increased by $3,000,000,000.

(f) On this basis, the member banks could increase their own loans and
desposits by about $30,000,000,000.

This would be a most powerful stimulant—more powerful than any device
yet tried, Would it work? The member banks now have surplus balances
of more than $800,000,000 and do not use them. Would they use the
additional amount? Well, the only thing that we can say is that because
they have not used them, that is no guaranty that they will not use them.
Furthermore, if the Government once starts the printing presses there is
the question as to whether recourse may not be had to additional issues.

But suppose that the Government does resort to fiat money and let us
assume that an increase in the prices of commodities and securities results.
We know, from the experience of 1927-1929, that speculation in com-
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modities and securities can only be carried on extensively with the aid of
bank credit. The Administration would be able to check speculation
when it has gone far enough by disposing of some of the $2,000,000,000 of
Government securities now in the portfolios of the Reserve banks; the
sale of these securities would reduce the balances of the member banks and
force them to borrow from the Reserve banks.

Moreover, under the present Glass-Steagall bill, member banks which
have large loans on securities cannot borrow from the Reserve banks.
These two remedies for excessive speculation and price increases may be
used to offset the effects of greenback issues. It is a fact that the Govern-
ment, through the Reserve banks, has a better control of the market than
perhaps during any period in our financial history. But will the Adminis-
tration have the courage to apply the brakes if the engine of inflation
gets going too fast? We failed to do this in 1928. But I see no special
cause for alarm if the Government decides to experiment with a greenback
issue, provided it is kept within the present proposed limits. The probable
results are well known, its ultimate futility needs no elaboration and more
of our citizens will then have some experience with monetary principles.

It is useless to deny that there are dangers to our currency, but it may
be hoped that the Administration is convinced by now that tinkering with
the currency will not bring about the desired aims and purposes. If the
Administration by other measures is able to bring about an increase in the
purchasing power of the farmer; if it is able to bring about an imporovement
in business before Congress convenes, then the dangers which threaten our
currency will have passed. In that case, one might expect the Adminis-
tration to leave the dollar alone and, under certain conditions, a return to
parity is not excluded from possible events. Let us hope that conditions
will so improve that there will be no fear of radical or unwise currency
measures from our next Congress.

——

Ur_\itéd States Policy Likened to German Inflation—= .
Berlin Writers Say Washington Seems to Be Ignor-

ing Germany’'s Experience.
Stating that the financial press continues to ecriticize
Washington’s eurrency policy, a cablegram from Berlin
Nov. 12 to the New York “Times’ added:

The “Frankfurter Zeitung' attributes thereto an increase in American
anxiety and discontent, while asserting that President Roosevelt may tem-
porarily purchase the farmers’ confidence by means of still more depre-
ciation,

Alfred Lansburgh, editor of ‘‘Die Bank," rejects the belief that President
Roosevelt, by means of currency depreciation, can advance prices in the
way he wants and holds it is probable that most increases in prices will
occur, not in farm products, but in consumption of goods which the farmers
are obliged to buy.

Most German critics, who, until lately, considered America’s currency
case radically different from Germany's in the immediate post-war years
and classed America in this respect with England, now have begun to draw
parallels between American and German inflation and to recall the numerous
unfavorable phenomena of German inflation of which America seems
unconscious.

These critics assert that, despite the fluidity of the American money
market, American manufacturers probably will soon suffer a shortage
in working capital in consequence of a greater cost of wages and raw mate-
rials and that, further, industrial stocks probably will not rise in accord
with the decline in the value of money because investors soon will realize
they will get dividends in cash of even smaller buying power.

[

Rediscount Rate of Federal Reserve Bank of
Philadelphia Reduced From 3 to 2159%.

The Federal Reserve Board announced on Nov. 15 that
the Federal Reserve Bank of Philadelphia has reduced its
rediscount rate from 3 to 2149, effective Nov. 16. The 39,
rate had been in effect since June 8 1933. The recent action
taken by the other Reserve Banks in lowering their redis-
count rates was noted in these columns Oct. 21, page 2909
and Nov. 4, page 3235.

et stm—

Two Directors of Federal Reserve Bank of New York
Elected—C. R. Berry of Waverly, N. Y., and R. T.
Stevens of Plainfield, N. J., To Serve Three Years.

Cecil R. Berry of Waverly, N. Y., President of the Citizens

National Bank, Waverly, and Robert T. Stevens of Plain-

field, N. J., President of J. P. Stevens & Co., Inc¢., New York,

have been elected directors of the Federal Reserve Bank of

New York by member banks in Group 3, which comprises

banks having capital and surplus of less than $201,000, the

Bank announced yesterday (Nov. 17). Mr. Berry was

elected a Class A director succeeding David C. Warner,

whose term expires Dec. 31, and Mr. Stevens was elected

a Class B director succeeding Samuel W. Reyburn, whose

term also expires Dec. 31. Each was chosen for a term of

three years beginning Jan. 1 1934.

The nomination of Messrs. Berry and Stevens was referred

to in our issue of Nov. 4, page 3235.

—_——

Tenders of $170,682,000 Received to Offering of $75,-
000,000 or Thereabouts of 91-Day Treasury Bills
Dated Nov. 16—$75,295,000 Accepted—Average Rate
0.409%.

Secretary of the Treasury William H. Woodin, in announe-
ing on Nov. 13 the results of the offering of $75,000,000 or
thereabouts of 91-day Treasury bills dated Nov. 15, said
that tenders of $170,682,000 were received of which $75,-
295,000 were accepted. The offering, tenders to which were
received up to 2.00 p. m., Eastern Standard time, Nov. 13,
was referred to in these columns of Nov. 11, page 3417.
The bills mature on Feb. 14 1934, at which time the face
amount will be payable without interest.

3591

According to Secretary Woodin’s announcement, the bills
were sold at an average rate of 0.409% per annum on a bank
discount basis. This compures with previous rates of
0.249, (bills dated Nov. 8); 0.229, (bills dated Nov. 1);
0.179% (bills dated Oct. 25), and 0.139%, (bills dated Oect.
18). The average price of the bills to be issued is 99.899.
The accepted bids ranged in price from 99.939, equivalent
to a rate of about 0.249% per annum, to 99.876, equivalent
to a rate of about 0.499% per annum, on a bank discount
basis. Only part of the amount bids for at the latter price
was accepted.
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New Offering of $60,000,000 or Thereabouts of 91-Day
Treasury Bllls—To Be Dated Nov. 22 1933.

Tenders to a new offering of 91-day Treasury bills to
the amount of $60,000,000 or thereabouts will be received
up to 2.00 p. m., Bastern Standard time, Monday, Nov.
20, it was announced on Nov. 15 by William H. Woodin,
Secretary of the Treasury. Tenders will not be received
at the Treasury Department, Washington. The bills will
be dated Nov. 22 1933, and will mature on Feb. 21 1934,
and on the maturity date the face amount will be payable
without interest. They will be sold on a discount basis to
the highest bidders, and will be used to retire an issue of
Jbills amounting to $60,200,000 maturing on Nov. 22.
Seeretary Woodin’s announcement of the offering continued
in part:

They (the bills) will be issued in bearer form only, and in amounts or
denominations of $1,000, $10,000, $100,000, 2500 000, and $1,000,000
(maturity value).

No tender for an amount less than $1,000 will be considered. Each
tender must be in multiples of $1,000. The price offered must be expressed
on the basis of 100, with not more than three decimal places, e. g., 99.125.
Fractions must not be used.

Tenders will be accepted without cash deposit from incorporated banks
and trust companies and from responsible and recognized dealers in in-
vestment securities. Tenders from others must be accompanied by a
deposit of 10% of the face amount of Treasury bills applied for, unless
the tenders are accompanied by an express guaranty of payment by an
incorporated bank or trust company.

Immediately after the closing hour for receipt of tenders on Nov. 20
1933, all tenders received at the Federal Reserve Banks or branches thereof
up to the closing hour will be opened and public announcement of the
acceptable prices will follow as soon as possible thereafter, probably on
the following morning. The Secretary of the Treasury expressly reserves
the right to reject any or all tenders or parts of tenders, and to allot less
than the amount applied for, and his action in any such respect shall be
final. Those submitting tenders will be advised of the acceptance or
rejection thereof. Payment at the price offered for Treasury bills allotted
must be made at the Federal Reserve Banks in cash or other immediately
available funds on Nov. 22 1933.

The Treasury bills will be exempt, as to principal and interest, and any
gain from the sale or other disposition thereof will also be exempt, from
all taxation, except estate and inheritance taxes. No loss from the sale
or other disposition of the Treasury bills shall be allowed as a deduction,
or otherwise recognized, for the purposes of any tax now or hereafter
imposed by the United States or any of its possessions.

—_—

Resignation Tendered by Secretary of Treasury Woodin
Declined by President Roosevelt—Latter Grants
Mr. Woodin Leave of Absence—Dean Acheson
Resigns as Under-Secretary—Henry Morgenthau
Jr. Named Acting Secretary of Treasury.

Changes in the Treasury Department which were made
known the current week have resulted in the designation by
President Roosevelt of Henry Morgenthau Jr. as Acting
Secretary of the Treasury. Mr. Morgenthau has been
Governor of the Farm Credit Administration, and his sue-
cessor in that post, named Nov. 16, is Dr. W. I. Myers.
The Treasury Department changes involve an indefinite
leave of absence granted by the President to William H.
Woodin, and the resignation of Dean Acheson, as Under-
Secretary; the latter had been Acting Secretary during
the absence of Secretary Woodin because of ill health.
On Nov. 15 it was made known that Mr. Woodin had
tendered his resignation on Oct. 31 to the President,
but the latter declined to accept it, and instead urged upon
Secretary Woodin “a complete leave of absence .
to do all you can to get full health and strength, mthout
any responsibility or thought of work.”” Indicating the
foregoing as breaking up the Treasury resistance to the
President’s inflationary policies, the Washington corre-
spondent of the New York “Herald Tribune’” had the follow-
ing to say in part on Nov. 15:

Mr. Acheson’s retirement as Under-Secretary of the Treasury .
removes from the President’s gold-buying committee the only otﬁcml to
speak out in opposition to the policy in a recent White House conference.
With Mr. Morgenthau taking charge of the Treasury on Friday |Nov. 17|,
the Administration inflationary program wins right of way there for the
first time since March 4.

Sprague Prepares to Quil.

The shapeup was taken to reflect the President's determination to give
his managed currency experiment a full and unfettered trial with the
exclusive assistance of sympathetic officials. Dr, Oliver M. W. Sprague,

another sound money advocate, prepared at once to resign as Financial
Adviser of the Treasury. Budget Director Lewis W. Douglas, a third

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




3592 Financial
member of the sound money group which lost in the fight to dissuade the
President, will concentrate on his budgetary work. He has been left out of
the Presidential conferences on monetary policy for weeks.

The position of Eugene R. Black, Governor of the Federal Reserve Board,
was a subject of speculation, in view of his known misgivings about the fiscal
Dolicies. Members of the inner group directly involved in the operations to
control the dollar and through it the price level are expected by the Presi-
dent to present a united front. He will stand for no dissension in the high
command.

Woodin to Rest in Arizona.

Mr. Morgenthau, present head of the Federal Farm Administration, is
one of the group of three who have theoretically fixed the daily price of
gold at the Treasury. He has taken courses under Prof. George F. Warren,
of Columbia, chief exponent of the commodity dollar plan. Mr. Acheson
has been sitting in for Mr. Woodin in the latter's absence on account of
illness. Jesse H. Jones, Chairman of the Reconstruction Finance Cor-
poration, completed the trio, and is expected to remain.

A conservative Treasury front was preserved by persuading Secretary
‘Woodin to withhold a resignation dated Oct. 31 and take an indefinite and
complete leave of absence to try to recuperate from a throat ailment. He
is to leave in 10 days for Arizona. During his absence, Mr, Morgenthau
will act ex-officio under the executive regulation requiring the President and
Secretary of the Treasury to meet from time to time to fix the price of gold.

Mr. Morgenthau, a firm supporter of all the President’s policies, has
daily carried to the little Treasury group the price the President, presumably
with the advice of Professor Warren, has fixed for RFO purchase of gold.

The announcement of Mr. Acheson's retirement was accompanied
by no exchange of correspondence and took the Treasury group by
surprise. .

Acheson Lined Up With Douglas.

The Left Wing Presidential advisers became distrustful of Mr. Acheson
when they discovered that he was a friend of Budget Director Douglas and
had been endorsed for his position by him.

He lined up with Mr. Douglas in the conflicts which immediately de-
developed as left wing and right wing advisers fought to take the President
in opposite directions. When Mr. Roosevelt began seriously to consider
trying out an adaptation of Professor Warren's dollar control plan, Mr.
Acheson submitted a memorandum protesting that the plan for gold pur-
chases through the RFC was illegal.

Budget Director Douglas filed a similar memorandum, which is said to
have objected that such a course would lead to uncontrolled inflation. Mr.
Douglas, loyal to the President personally, withdrew to his own depart-
ment when he lost in this fight. Whether or not voluntarily, he was relieved
of his extra-legal activities, which, in the early days of the Administration,
had brought him extremely close to the President and resulted in repeated
suggestions that he would succeed to the Secretaryship of the Treasury if
Mr, Woodin should resign.

Acheson Opposed Gold Policy.

Mr. Acheson, by virtue of his position, was under the necessity of join-
ing with the President in the execution of the gold-buying plan he had pro-
tested as illegal and distrusted as unsound. President Roosevelt was con-
vinced of his absolute loyalty. By his reticence about the inner workings
of the Administration, he won the reputation among newspaper men of
being close-mouthed.

Secretary Woodin’s letter tendering his resignation was
addressed to the President as follows:

New York City, Oct. 31 1933.
My Dear Governor:

It is so cheering to hear your voice over the telephone that I always
feel better after talking to you.

Last August, after a severe illness, I took up with you the question
as to whether, on account of my health, I should relinquish the position
I now hold in your Cabinet,

You suggested that I try remaining away from my desk for a few weeks,
and, as far as possible, forget the Treasury in order to give my system a
chance for full recovery.

Unfortunately, I am not exactly built that way, and it has been impos~
sible for me, on account of the great responsibility I feel, to refrain from
being almost as active in the affairs of the Department when away as when
I am actually at my desk. I have tried faithfully to carry out your sug-
gestion, but it has been a failure, as evidenced by the relapse which I
have just suffered.

Therefore, I feel that I must tender my resignation and seek complete
rest and a change of climate. My physicians have told me that unless
I do this they will not be responsible for the outcome.

I cannot express the intense regret I feel in writing you this letter. I
have been so happy in serving you, and if I only could continue I would
be the most grateful of all people. You will know that every policy of
yours has had and still has my devoted support, and I have never doubted
that you are the one man that can lead this country out of its difficulties.

Faithfully yours, )
WILLIAM H., WOODIN.
The President,
The White House,
‘Washington, D. C.

The following is the President’s reply.

Nov. 2 1933.
Dear Will:

I do not need to tell you that I am deeply grieved at the thought of
your not continuing, but at the same time, as I have told you, I would
not for anything in the world injure your health by any insistence on my
part that you carry on the impossible task of running the Treasury De-
partment and simultaneously giving full obedience to the doctor’s orders.

The first consideration is your complete recuperation, and this can only
be accomplished by giving up all work for the next few months.

If you will do this, it is not only my hope but also my sincere belief that
in a few months you will be able once more to give to the Government
the fine, unselfish service which all of us in Washington have so greatly
appreciated. We need you back again, and the country needs you back
again.

For this reason I am going to ask you to withhold your resignation;
to take a complete leave of absence and to do all you can to get full health
and strength, without any responsibility or thought of work.

I hope that you will do this for me because of my own personal affection-
ate regard for you and because of the very great services which you have
given to our country during a critical period of our history. While you
are away I can well appoint some one with government and financial
experience to be Acting Secretary.

Very sincerely yours,
FRANKLIN D. ROOSEVELT.
Hon. William H. Woodin,
Secretary of the Treasury,
‘Washington, D. C.

Nov. 18 1933
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In an item elsewhere in this issue to-day we give a state-
ment by Secretary Woodin on Nov. 13 denying that he was
out of line with the President’s gold policies.

Mr. Morgenthau was sworn in as Acting Secretary yes-

terday (Nov. 17).
—_——

Gold Hoarding Ban Upheld by Court—Surrender Order
However Found Invalid Because Issued by Presi-
dent, Not Treasury—Ruling in Case Against F. B.
Campbell—Law Invoked Against Holder of $200,-
764 ‘Vaild Exercise’ of Currency Powers.

In the first court decision concerning President Roose-
velt’s policies on gold hoarding, the United States District
Court in New York City upheld on Nov. 16 the constitu-
tionality of the Anti-Hoarding Act passed on March 9.

Federal Judge John M. Woolsey in a long opinion sustained
it is stated, the indictment of Frederick Barber Campbell,
New York attorney, for failure to report the possession of
twenty-seven bars of gold valued at $200,754.34. We quote
from the New York “Times” of Nov. 17, which went on to
say:

He ruled, however, that a second count of the indictment charging that
Mr. Campbell had failed to surrender his gold in compliance with an order
issued by the President on Aug. 28 was at fault.

Judge Woolsey held that in section 3 of the Act of Congress, which he
held to be valid, power to require the surrender of gold was vested in the
Secretary of the Treasury and not in the President. For this reason, since
count two of the indictment charged Mr. Campbell with having violated an
order issued by President Roosevelt, Judge Woolsey sustained the attorney's
demurrer to that charge.

In his anti-hoarding proclamation President Roosevelt called for the
surrender of gold within 30 days. The court held this section of the procla~
mation to be a usurpation of power granted to the Secretary of the Treasury.

Two Courses Now Open.

The error is considered only a technical one, which will interfere in no
material way with the carrying out of the administration's policy against
gold hoarding. The Government has a choice of two ways to meet the
court’s objection, Either Judge Woolsey’s decision can be appealed, or the
old order may be supplanted by one signed by the Secretary of the Treasury.

Attorney General Cummings said in Washington that he had not decided
whether the Government would appeal. The decision will not conflict
immediately with the purpose of the Executive order, inasmuch as the court
will not sign an order for twenty days, so that if an appeal is filed the status
quo will be maintained.

“The Department,” said Mr. Cummings, *is gratified by the decision,
Under the President’s Executive Order prosecutions may be made."

United States Attorney George Z. Medalie, who obtained the Campbell
indictment, said:

“Judge Woolsey’s decision is against the Government only on one point,
namely, that the power to order the surrender of the gold and to make
regulations as to its possession is vested in the Secretary of the Treasury by
act of Congress and not in the President. The decision therefore fully sus-
tains the carrying out of the President’s policies through legislation and
regulation."

Campbell Suits Dismissed.

Judge Woolsey also decided two other issues raised by Mr., Campbell in
his effort to test the constitutionality of the gold act. He dismissed an
equity action the attorney had brought to restrain Mr. Medalie from prose-
cuting him, and also a suit to restrain the Chase National Bank from deliver-
ing the gold to the Federal Reserve Bank.

In upholding the constitutionality of the Gold Hoarding Act the Court
said in part:

*‘This Court can take judicial notice ¢
country were then [.\Iarcth 1933] cl%?ed :?xiidt lgtela?ict,tvég: 3?3&?‘?&"503@3%3
that, as soon as possible, each bank which was in a proper condition to func-
tion should be reopened; that it was obvious that gold coin and gold bullion
could not be allowed to be taken away from the banks, but that every dic-
tate of wisdom pointed to the necessity of hayving all gold in the banks remain
there, and that all gold, whether coin or bullion, already in the hands of
private persons should be brou?ht. back whenever the authorities might
deem necessary into the hands of some fiscal agent of the Government.’

Referring to precedents in law, Judge Woolsey said:

“It seems to me perfectly clear fr
be dealt with as an ordinary commod?tr;'l. tbhlfs ?lx(:ln(;cllflﬁn: cgm&n%‘x’ill(éynmc%
with a public interest as a potential source of currency and credit, and that
Congress when it considers that the national exigency demands control of
gold may control gold in such manner and to such extent as it deems advisa-

le, provided always that it does
il i Iy not violate the personal constitutional

Right of Eminent Domain.

Judge Woolsey held that the “incidence of the right of eminent domain
is not limited to commodities with public interest, but involves the right of
the Government to take private property of any kind when it is deemed
necessary by the appropriate authorities for the public good."’

The provision of the act of Congress authorizing requisition of gold by
the Secretary of the Treasury, Judge ‘Woolsey held, “‘is a valid exercise by
Congress of a power necessarily incidental to its currency powers."

Concerning Mr. Campbell's contention that the act was unconstitutional
because it deprived him of property without due process of law, Judge Wool-
sey wrote:

“Under the Constitution the power of eminent domain means the ri ht
to take property for public use on payment, under the provisions of the F{‘rm
Amendment, of just compensation ¥or its value determined as of the time
and the place of its taking,”

Judge Woolsey noted in his opinion that the Secretary of the Treasury
“‘has not yet acted under the powers so given to him and which I have found
to be inherent in the currency power of Congress.” He pointed out that
this situation had placed the gold holder in a perplexing predicament since
he faced the loss of his gold through inability to sue the Government if he
surrendered it at the behest of any official who was not authorized by Con~
gress to demand it. On the other hand, the court noted, the gold holder
is faced with the possibility of imprisonment and fine if he does not comply
with the order.

“Not Fair Alternative."

“To lose the gold if he complies,"” wrote Judge Woolsey, “and to be im=
prisoned and fined if he does not is surely not a fair alternative to set before
a citizen, for at least his will should be free when he is tempted to commit
what has been denounced by his Government as a crime.

“The law embodied in the Executive order required the defendant
Campbell to file the return, and if he wished to challenge the right of the
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Government to any of the information requested of him in the return he
should have done so on the return, instead of abstaining from making one.

‘“The purpose of requiring these returns is obvious: to allocate accumula-~
tions of gold so that, if and when the Secretary of the Treasury came to
exercise his power of requisition under Section 3 of Title 1 of the Act of March
9 1933, he would know to whom requisition notices were to be sent.”

Mr. Campbell, who lives at the Metropolitan Club, may be imprisoned
or a maximum term of ten years if he is convicted, or he may be fined
$5,000, or both penalties may be imposed.

An item regarding the indictment against Mr. Campbell
appeared in our issue of Oct. 7, page 2556.
—_—
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Committee on Monetary Policy Formed in Chicago to
Combat Inflation—Endorse Stand of Midwest
Professors—Return to Fixed Gold Standard Urged.

In the Chicago ‘““‘Daily Tribune’’ of Nov. 13 it was made
known that Chicago business and industrial leaders indorsed
on Nov. 12 the stand recently taken by 12 Mid-Western

University Professors against tinkering with the monetary

unit. At the same time, said the Chicago, paper, they (the

business leaders) announced that a permanent organiza-
tion—the Committee on Monetary Policy—has been formed,
with headquarters at 844 Rush St. The opposition of the

Mid-west Professors was noted in an item in our Nov. 11

issue, page 3421. With reference to the views of the Com-

mittee on Monetary Policy, the item in the Chicago

“Tribune,” said:

The University economists sounded a warning that ‘““the peril of sheer
greenbackism is real and not imaginary.”” The business and industrial
leaders expressed similar views in a six point statement of policy, which

includes a plea to return to a fixed gold standard.
The statement was signed by the following:

Arthur Andersen
Sewell L. Avery
Harold Beacom
Herman A, Behrens
Francis X. Busch
Robert F. Carr
Philip W. Collins
William Chamberlain Charles S. Pearce
David A. Crawford George A. Ranney

The statement of the new Committee said:

“T'welve representative economists from six of the principal mid-western
Universities have joined in expressing their views on the present tred of
our monetary policy. They have sounded a warning against the futility
and the dangers of seeking a higher price level through manipulation of our
monetary unit.

Thomas E. Donnelley
James H. Douglas Jr.
Max Epstein

Bruce Johnstone
John V. Farwell
Albert D. Lasker
Alexander Legge

Guy A. Richardson
George W. Rossetter
E. L. Ryerson Jr.
Frederick H. Scott
Ralph M. Shaw

A. A. Sprague

John Stuart.

John P, Wilson

Return to Gold Standard.

“They regard a so-called ‘managed currency’ as impracticable, and ex-
press the opinion that the announcement of a prompt return to a gold
standard, restoring confidence in the dollar, is a first step toward lasting
economic recovery.

““While organized groups have brought much pressure to bear upon the
Administration and the Congress to attempt to raise prices by depreciation
of the dollar and by other artificial means, no group appears to have been
formed to give expression and force to the views set forth in the statement
of the 12 economists.

‘““We are convinced that monetary policy cannot wisely be determined
save on the basis of experience and the judgment of economists qualifed in
the monetary field. Untried currency schemes must be abandoned if con-
fidence in the dollar is to be restored. Only upon that confidence can
business and all production go forward with a higher price level and greater
purchasing power.

A Statement of Policy.

“To promote clear discussion of the issues raised in the determination of
monetary policy and to provide a rallying point for those who, like the
undersigned, indorse the views of the economists, these views are presented
in the form of a statement of policy:

‘1. Recovery can be achieved only through an increased volume of busi-
ness, which increases wages and the whole National income.

“92. The fundamental condition for an increased volume of business is
confidence in the dollar and in the National credit, and a reasonable expecta-
tion of profit for individual exterprise, in industry, in trade, and in agri-
culture.

“3. Confidence in the dollar and in the National credit demand that
currency experimentation be abandoned, and that depreciation of the
currency be stopped before it gets out of hand.

“4. A higher price level is désirable only if accompanied by increased
income—for farmers, wage earners and business men, big and little—and
this cannot be achieved by manipulation of our currency.

«5. Further depreciation of the dollar by Government action is the road
to printing press money, which means the further disorganization of
agriculture and industrial production, and the ultimate impoverishment of
the Nation—of its wage earners, its farmers and of every individual citizen,
debtor and creditor alike.

“6. An announced determination to return to a fixed gold standard,
giving effect to current needs and experience, is indispensable to elimina-
tion of uncertainty and to the restoration of confidence in the dollar."

A. D. Welton is in charge of the Committee's headquarters.

—_———

Roosevelt’s Dollar Plan Called Failure by M. Jenny of
France—‘Mad Experiment” to Be Abandoned,
Says Paris Expert.

From the New York “Herald Tribune’’ we take the follow-

ing (copy right) from Paris, Nov, 12:

President Roosevelt’s attempt to manage the currency has failed and the
time is near at hand when the Administration at Washington will have to
choose between uncontrolled inflation and dollar stabilization, Frederic
Jenny, economist, declares in an article to-day in “Le Temps." M. Jenny
is considered one of the foremost French authorities on financial matters.

Presenting his weekly review of the world financial situation, M. Jenny
criticizes bitterly what he calls America's “‘mad experiment'' and expresses
gratification at the fact that neither Great Britain nor France has been
shaken by ‘“‘the convulsions of the dollar.” For him, the recent sharp
decline in the exchange value of the dollar, consequent upon Washington's
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fixing a price for gold, has proved that it is, in practice, impossible to keep
the currency under control if the American people become frightened and
commence exporting capital.

‘“Voluntary depreciation of the dollar,”” M. Jenny writes, ‘“leads to
inflation, by the very force of things—mainly, through deterioration of the
State's credit.”” He ridicules the often-expressed opinion of various econo-
mists that the dollar is too strong technically to be depreciated.

““This is a mistaken idea,’ he said, adding ‘“‘not far distant is the fatal
moment when Mr. Roosevelt will be faced with the dilemma of chaotic
inflation or a return to dollar stability.’

The British Government’s reported decision to detach the pound from
the dollar is greeted by this commentator with enthusiasm. In his opinion,
it represents a definite condemnation of the American monetary experiment,

_— {

Nationwide Interest Evinced in Stand of New York
State Chamber of Commerce on Gold Standard
and Recovery—Chamber Moves to Further Crysta-
lize Public Opinion—James Brown, President
Believes if Natural Flow of Trade is Permitted to
Function United States Will Progress—Declares
So!d Must Continue to Be Basis of Sound Monetary

nit.

Encouraged by the nation-wide interest in the action
taken by the Chamber of Commerce of the State of New York
at its special meeting on the gold standard and recovery on
Nov. 3, the Chamber is taking steps to further erystalize
public opinion throughout the ecountry on what it regards as
one of the most vital issues now before the American people.
This was made known in a statement on Nov. 14 by James
Brown, President of the Chamber, made at a press confer-
ence. We have already indicated in these columns, Nov. 4,
page 3228 and Nov. 11, page 3418, the declarations of the
Chamber on the gold standard, and the reaffirmation of
““its conviction that a gold standard is the most satisfactory
monetary system, from the standpoint of the American
people as a whole.”’

President Brown, in his statement of Nov. 14 said that
“the plan on which the Chamber is working has for its objec-
tive the creating of a National demand that the Administra-
tion return to a gold standard and abandon all currency
experiments to the end that National eredit may be restored,
confidence in business revived and recovery expedited.”
Mr. Brown's statement continued:

The Chamber believes that public opinion will thus be aroused to so
great an extent that the President no longer can ignore the cry forsound
money from business men throughout the nation, regardless of what the
advisers of the Administration may counsel.

Approval of the action taken by the Chamber and commendation of its
initiative and leadership in directing attention to the dangers of the Ad-
ministration’s policy have come from a wide section of the nation. Mes-
sages have been received by telegraph, telephone and mail congratulating
the Chamber on its stand for sound money, and newspapers which reach
millions of homes have enthusiastically supported the action in their
editorial columns.

Copies of the resolutions which were adopted at the meeting are being
sent to Chambers of Commerce, boards of trade and other civic and business
organizations throughout the country, with letters asking them to join
forces with the Chamber in a great national demonstration for a return
to a sound money policy.

Industrial leaders, the heads of large savings and commercial banking
institutions and prominent business and professional men who are an in-
fluence in their communities have volunteered to join in a movement
whose goal is the welfare and prosperity of the whole nation.

While the American Federation of Labor, the American Legion, the
Crusaders and other groups, representing a substantial portion of the
country’s population, have declared emphatically against inflation, the
action of this Chamber is the first pronouncement by a prominent business
and commercial organization in the East.

The evils of inflation have been demonstrated many times in the world's
history. The most recent and outstanding instance is that of Germany
following the World War. German workingmen suffered terribly from
depreciation of their currency. Wages could never keep up with increasing
prices of food, clothing and other necessities of life. Merchants advanced
the prices of their goods three and four times a day to keep pace with the
Government printing presses, which turned out paper marks by the hun-
dreds of millions, Widows and heirs living on small fixed incomes from
estates and modest investments found themselves unable to buy bread,
and were reduced to paupers, forced to live on a dole from the Government
or municipalities. Savings banks deposits were wiped out. Industry
reached a point of stagnation and inertia. Unemployment then became
widespread and the Glerman nation was in despair.

With an example of such disastrous consequences resulting from Gov-
ernmental tampering with a national currency, why should the United
States embark upon a similar policy? We are a great creditor nation.
‘We have the largest supply of gold—about 40% of the total gold stock of
the world. In spite of the depression now passing into history, our indus-
trial organization is fundamentally sound.

The Chamber of Commerce of the State of New York believes that if the
natural flow of trade and commerce and the operation of normal economic
conditions are permitted to function, the United States will progress. We
believe that the recovery which started will continue if nothing is done to
Jjeopardize its progress. Gold has been the basis of our currency for more
than half a century. It must still be the basis of any sound monetary unit.

——eee

Forty-four Economists Favor Return to Gold Dollar—
Lehigh Professor Publishes Letter Sent to Roose-
velt Warning Against Inflation—Instability Is
Harmful to Nation, Says Message—B. M. Ander-
son Jr. of Chase National Bank, H. Parker Willis,
&c. Among Signers.

Professor Neil Carothers, of Lehigh University, made

public on Nov. 8 a letter which he said had been sent by a

group of educators to President Roosevelt, urging a policy
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of non-inflation of the Nation’s currency and a return to the
gold standard, says the Associated Press. The foregoing is
from the New York “Herald Tribune’’ of Nov. 9, from which
we also quote:

The letter was mailed before the announcement of the Administration’s
gold purchase plan, he said. The message said the signers long had been
engaged in the study of money and currency problems.

**We know," it said, “‘that in this time of crisis and conflicting views,
even the most able leaders of our government may be misled in regard to
the attitude of the group of which we are a part.

““We do not presume to urge upon you a course of action. We do not
suggest that you accept our views in preference to those of others. We do
wish you to know that we believe the following statements to be true:

“1. Inflation of the currency will injure the nation.

2. The degree of public confidence essential for economic recovery will
be attained most quickly by a return to the gold standard.”

The letter was signed by James W. Angell, Benjamin Haggott Beckhart,
John M. Chapman, Wesley O. Mitchell, H. Parker Willis, all of Columbia
Univesity; James D. Magee, Marcus Nadler and Walter E. Spahr, New
York University; Frederick A. Bradford and Neil Oarothers, Lehigh Uni-
versity; T. N. Carver and J. F'. Ebersole, Harvard University; David Kinley
and Ivan Wright, University of Illinois; Neil Adams Brown Jr., Brown
University; F. Cyril Jams, Ernst M. Patterson and Elenor Lansing Dulles,
University of Pennsylvania; William A. Scott, University of Wisconsin;
R. G. Rodkey and Leonard L. Watkins, University of Michigan; B. M.
Agger, Rutgers University; B. M. Anderson Jr., Chase National Bank;
Don C. Barnett, Haverford College; James Washington Bell, Northwestern
University; Jules I. Bogen of the ‘‘Journal of Commerce’; Edward H.
Collins of the New York ‘‘Herald Tribune'; George W. Dowrie, Leland
Stanford University; George H. Edwards, College of the City of New York;
D. W. Ellsworth of the ‘‘Annalist’’; Herbert F. Fraser, Swarthmore College;
Roy L. Garis, Vanderbilt University; E. C. Harwood, Massachusetts Insti-
tute of Technology; John Thom Holdsworth, University of Miami; E. W,
Kemmerer, Princeton University; E. A. Kincaid, University of Virginia;
H, G. Moulton, Brookings Institution; H. H. Preston, University of Wash-
ington; George E. Roberts, National City Bank; W. H. Steiner, Brooklyn
College; Russel Weisman, Western Reserve University; Ray B. Westerfield
Yale University; Max Winkler, New York City, and John Parke Young,
Occidental College.

—_—

Dr. Kemmerer on Inflation and Stabilization—Declares
Only Safe Way to Eliminate Danger of Serious
Inflation is for Government to Commit Itself to
Early Return of Gold Standard.

Prof. Edwin W. Kemmerer of Princeton University asserts
that in his judgment the only safe way ‘“‘to eliminate the
danger of a serious inflation is for the Government at once to
commit itself to an early return to the gold standard.”
According to Dr. Kemmerer ‘“‘probably a rate of stabiliza-
tion equal to about 66 2-3 cents of our present gold dollar
would be the wisest policy under the circumstances.”” He
went on to say that “this gold valuation in due time would
probably result in an advance in prices at least to the level
of 1926, and thereby give to the debtor classes the relief
which the Administration has been advocating.”” These
views of Dr. Kemmerer were expressed at the student forum
of Princeton University on Nov. 7. A summary of his
remarks follows:

Inflation and the NRA.

The subject of these Forum meetings is the NRA. The subject of my
talk this evening is inflation Formally and scrictly speaking, inflation is
not a necessary part o. the NRA’s program. In practice, inflation has
become interwoven with this program and is part of it in the opinion ot a
large part o: the public. As a matter oi politics, I doubt very much if the
NRA program in its present form can be carried through without a consider-
able amount of inflation, although I believe that the best elements in that
program could be made effective without further inflation.

Meaning of Inflation.

The word “‘inflation,” like all general economic terms, has a variety of
meanings, and, to avoid confusion, it will be wise at the beginning for me
to state the meaning in which I am using it. Inflation, I would say, exists
in any country whenever the supply of money and of circulating bank credit,
i. e., “"deposit currency,"” increases relatively to the demand in such a way
as to cause a rise in the price level. The supply of money and of deposit
currency must always be interpreted in terms of their respective velocities
of circulation. Over 90% of our business is performed by means of bank
deposits circulating through bank checks. A doubling, for example, of the
average rate at which these deposits circulate would be equivalent in its
influence upon prices to a doubling of the deposits with velocities remaining
unchanged. Inflation, therefore, is a relative term, The physical volume
of goods and services to be exchanged represents the demand for money
and deposit currency.

Eztent of Present-Day Inflation.

The inflation we have so far had in the United States has been due
chiefly to the facts that the demand for money and deposit currency has
fallen off greatly through the decline in the physical volume of business,
while the supply of money has been maintained at a level higher than that
of the boom times preceding the depression, and that the supply of deposit
currency has been kept relatively high through the extensive open-market
purchases of government securities by the Federal Reserve banks.

Comparing the situation to-day, for example, with that of the pre-
depression year 1926, we find tnat the physical volume of business being
transacted in the country is somewhere in the neighborhood of 70% of
what it was in 1926; while the average price level at which this business
is being transacted is in the neighborhood of 75% of what it was in that
year. To conduct this business we would, therefore, be expected to have
slightly over 50% as much money and deposit currency as we had in that
year. Wae actually have about 16% more money in circulation than we
had at that time, and our bank deposits subject to check are something
like three-fourths as large as they were then. Thissituation would naturally
spell in:lation and would ba expected to have brought about a substantial
rise in prices.

Other evidences of a relatively large supply of money and of circulating
credit pressing on the market are the facts that the banks of the country
are CArrying enormous excess reserves—over $850 million at the present
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time, which is by far the largest in our history—that they are borrowing
practically nothing from the Federal Reserve banks, although they have
enormous amounts of paper eligible for use in borrowing, and the facts that
the cash reserves of the Federal Reserve banks are high and that interest
rates on short-time obligations have been reduced almost to the vanish-
ing point.

Prices.

What has been the effect of all this upon prices? Although the value
of gold, as expressed in its purchasing power in the free markets of gold
standard countries, has remained practically unchanged since last February,
the price of gold expressed in terms of the American paper dollar has risen
over 50% since that time, registering a depreciation of over 33 1-39% in
the value of our American paper dollar. Prices in the United States, how-
ever, have by no means advanced sufficiently to register this depreciation
of 33 1-3%in dollars’ gold value. As always in such cases, price advances
occur with varying degrees of lag for different kinds of commodities and
services, and it is only after considerable periods of time thav the slack is
actually taken up. Since February common stocks in the United States
have advanced about 67%, wholesale prices 18%, farm products about
40% and the cost of living about 7%.

Price Advances Restrained by Lack of Confidence in Business Prospects.

One of the reasons why this response of prices to the inflationary process
has been so slow is the fact that the confidence of the business public has
been held down by much extremely radical legislation in Washington, such
as the greenback, silver and gold debasement provisions of the Farm Relief
Act, many of the provisions of the Securities Act and the bank deposit
guaranty provisions of the Banking Act. With measures of this kind on
the statute books and with all sorts of other half-baked radical measures
threatening, it is only natural that our business and financial leaders, upon
whose initiative we must depend for recovery, are afraid to go ahead. This
lack of confidence is expressing itself in very low rates of circulation of our
bank deposits. When we note that the average rate of circulation of the
bank deposits of our leading cities is only about half to-day what it was
in 1926 and in New York City only about two-fifths, we see one important
reason why the relative expansion in the volumes of our money and deposit
currency, which we have already had, has not resulted in a greater advance
in our commodity prices.

The Habit-Forming Drug of Inflation.

For some time we have been injecting our body economic with the arti-
ficial stimulant of inflation and we are pumping more and more of this
habit-forming drug into the body every day. The body has shown a re-
markable resistance and so far the dosing has stimulated it only mildly,
except in a few very sensitive parts of the organism.

Danger of a “‘Flight from the Dollar."”

Confidence in business has continued to be low, although there has been
some recovery since last spring, with a recent reaction. Despite our
inflationary measures and our governmentally stimulated prosperity, our
industrial production is no nearer the pre-depression level than that of &
number of other countries, including gold standard countries like France
and Belgium. The public's confidence in the currency, moreover, has
been surprisingly well maintained, in the face of actual inflation and in-
creasing threats of further inflation. The great danger now is that the pub-
lic may become increasingly fearful of a rapid depreciation of the dollar,
as a result of the inflationary forces now at work, and that there may be &
strong “‘flight from the dollar’® of the type that has occurred in so many
other countries after inflationary forces had gained considerable momentum.
If this should take place, the velocities at which our money and bank de-
posits circulate, instead of being subnormal as they are at the present time,
might be increased many fold. In that case the inflation drug would be-
come effective with a vengeance. The more of the stimulant vhe patient
received the more he would demand, and the discontinuance of the drug
would be exceedingly painful both for the patient and for the doctor.

Prompt Stabilization at About 66 2-3 Cents Gold Recommended.

In my judgment, the only safe way to meet this situation and to eliminate
the danger of a serious inflation is for the Government at once to commit
itself to an early return to the gold standard. Probably a rate of stabili-
zation equal to about 66 2-3 cents of our present gold dollar would be the
wisest policy under the circumstances. This gold valuation in due time
would probably result in an advance of prices at least to the level of 1926,
and thereby give to the debtor classes the relief which the Administration
has been advoeating. The giving up of the gold standard last spring was
unnecessary and, in my judgment, was a great mistake, but, now that
Humpty Dumpty has fallen off the wall, all the King's horses and all the
King’s men can't put him together again. A deflation back to the previous
gold parity now unfortunately would be politically impossible. The best
that can be done is to stabilize and stabilize promptly at approximately the
existing gold value of the dollar. If this were done, the gold now held by
the Government and the Federal Reserve banks, amounting to nearly
four billion dollars, would become nearly six billion dollars of the new
money, and this profit would go to the Government. The gold representing
this profit should be left where it is, and the profit used by the Government
toward liquidating (by payment, purchase or otherwise) its indebtedness
to the Federal Reserve banks, as represented by the more than two billion
dollars of Government securities owned by these banks. Foreign credits
in the United States are not such as to make possible any appreciable drain
of gold from the United States on foreign account. The plan would, in
fact, attract back to the United States much capital that has already fled
to avoid loss from inflation. Our gold reserves under this plan would he
enormous and the confidence the plan would inspire in the public would
be such as to prevent any considerable drain of gold at home. If such a
plan could be adopted, in co-operation with Great Britain and some other
foreign countries, it would be all the better. At any rate, now is the time
for prompt and vigorous action for a return to the gold standard and,
unless such action is taken, there is serious danger that our so-called ‘‘con-
trolled inflation' will get out of control, with results that will be very

unfortunate.
—_——

Shortage of Gold is Seen by Professor Cassel—Swedish
Economist Says Rise in its Value Hinders Return
to Metal as Standard.

Associated Press advices from Stockholm (by mail) Nov. 1,
were published as follows in the New York “Times’ of
Nov. 12:

Talk of a gold surplus is a myth, since there is a marked shortage of gold
in the world, Professor Gustav Cassel, Swedish economist, says in com-
menting on the present gold standard problem in the quarterly review
issued by the Scandinavian Credit Co., Ltd.

Normally, Professor Cassel remarks, an adequate gold production would
correspond to 3% of the aggregate stock of gold in the world.
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Not counting the gold used for non-monetary purposes, he says, the
increase of the aggregate gold reserves of the Central Banks and Govern-
ments during the period 1928-32 was $1,870,000,000, while the total output
of gold during the same period was not more than $1,786,000,000. This,
he declares, indicates that the gold reserves absorbed not only all the gold
produced in the world but $84,000,000 in addition.

The shortage, Professor Cassel finds, is the result of an abnormally in-
creased demand for gold, while the fall in the level of commodity prices is
evidence that the world monetary gold stock has been inadequate to cope
with the increased demand. This has caused the value of gold to rise ab-
normally in countries that have abandoned the gold standard by 50%
or more.

Professor Cassel strongly emphasizes the perils to the entire gold standard
system brought about by this state of affairs. Those who desire to work
for the restoration of the gold standard should know the conditions under
which these efforts could count on success and beware to taking their
task too lightly, he concludes.

e ey

Increase in Gold Slackens in Reichsbank—Slower Rate
Due to Dwindling Exchange Reserves.

A wireless message Nov. 12 from Berlin to the New York
“Times,”” stated:

‘While the Reichsbank is continuing to buy gold in Paris, the pace of the
increase in gold reserves has slackened because exchange reserves have
dwindled so much that the Reichsbank has barely sufficient for current
commercial demand. Indeed, after the unbroken decline of this item since
June, the first week of November sees an increase, with the gold reserve
up only 500,000 marks.

The gold reserve is now 396,000,000 marks, against 189,000,000 marks
when the bond moratorium was declared and 806,000,000 marks at the
end of 1932. The exchange reserve is 19,000,000 marks, against 85,000,000
when the moratorium was declared and 114,000,000 at the end of 1932.

e,

Tax on South African Gold Miners—Estimated Collec-
tions 709, of Increased Mining Profits.

The Boston News Bureau’s London correspondent was
reported on Nov. 14 as stating:

Professor J. G. Lawn, presiding at the annual meeting of the Johannes-
burg Consolidated Investment Co., Ltd., said it had been estimated that
the Union of South Africa Government would take over 70% of the in-
creased gold mining profits in taxes if conditions remained as in June.

“That the Government itself felt its measure harsh,” he continued, “‘is
demonstrated by the fact that it has offered better taxation conditions to
new mines starting work than it meted out to existing mines.

“Secondly, there is the fact that the incidence of taxation on the different
mines is most unequal. The Government has given special protection to
those mines making little or no profit at the old standard price of gold,
and in doing so every one would agree that it acted wisely, but above this
level the Government has adopted a method resulting in a wide variation
in the percentage of their profit which the various mines pay, and, most
surprising of all, some of the lower-grade mines are called upon to pay
a higher percentage of their profit than the richer mines."

*This is brought about by the splitting of the profit for taxation purposes
into two parts, a so-called standard profit calculated on the basis of gold
at 85 shillings an ounce, plus certain allowances, and an excess profit.
The whole profit is taxed at the rate of 20%, and the so-called excess profit
has to bear additional taxation.”

A low-grade mine has little other profit than excess profit, and most
of that is taken in taxes.

—_——

Stabilized Dollar Urged by Nicholas Roosevelt—
President’s Policy Declared Delaying Recovery.

Adoption of a managed, or flexible currency, sounds fine—
if it works, Nicholas Roosevelt, Minister to Hungary under
the Hoover administration, said on Nov. 10 over a National
Broadeasting Co. network in a talk on “Gold or Rubber
Dollar.””  “But to me' he said, ‘it sounds too much like
black magic—or its equivalent—the theories of economists!’’

The above is from the New York ‘“Herald Tribune’ of
Nov. 11, which went on to say:

Mr. Roosevelt, who is now an editorial writer for the New York *‘Herald
Tribune," said: “Unless the President has determined to accede to de-
mands for currency inflation voiced by such members of his party as Senator
Thomas, Governor Charles W. Bryan and others, the sooner he stabilizes
‘the dollar and returns to a gold standard the more rapid will be our recovery.

“The dangers of inflation are already so well known that it is inconceiv-
able that any one with Mr. Roosevelt’s high sense of public responsibility
and earnest desire to see the country pull out of its present depression as
rapidly as possible can favor currency inflation. Unfortunately, however,
the unwillingness to follow the logical consequences of rejecting inflation
—I mean the stabilization of our currency—is increasing the feeling of in-
security and uncertainty on the part of millions of individuals. Not only
do large corporations hesitate to embark on industrial expansion, but small

_merchants and business men, not to mention bankers, also are reluctant,
as long as they do not know what their dollars will be worth a few months

from now."
—_—

James J. Hoey Appointed by President, Collector of
Internal Revenue for Second New York District.

James J. Hoey, a member of the New York insurance firm
of Hoey & Ellison, was appointed by President Roosevelt
on Nov. 14 to be Collector of Internal Revenue for the
Second New York Distriect to succeed Willian Duggan.
Mr. Hoey is a friend of former Governor Alfred E. Smith
and was his floor manager at the 1928 Democratic National
Convention at Houston, Tex. In the recent New York
City election he was a candidate for Borough President of
Manhattan on the Recovery Party ticket, headed by Joseph
V. McKee. The New York “Times” of Nov. 15 outlined
his various activities as follows:
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Mr. Hoey has been in the insurance business for 30 years, as broker,
general agent and company official. He is a Vice-President of the Con-
tinental Fire Insurance Co., the Fidelity-Phenix Fire Insurance Co. and
the American Eagle Fire Insurance Co.

He was a member of the Assembly for five years, representing the Fifth
Assembly District, of which Mr. Curry is leader. He was Deputy State
Superintendent of Insurance for four years and was formerly a member of
the Executive Committee of the Democratic National Committee. He was
Chairman of the Home Rule Commission, which formulated laws which
gave New York City and other municipalities in the State the power to
pass local legislation.
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—_—

Death of Edward N. Hurley, Former Head of United
States Shipping Board—Also Formerly Chairman
of Federal Trade Commission and Member of
World War Debt Funding Commission.

Edward N. Hurley, former Chairman of the United States
Shipping Board, died in Chicago on Nov. 14 at the age of 69,
following a short illness which developed into pneumonia.
Mr. Hurley at the time of his death was co-receiver of the
Middle West Utilities Co. In 1896 he organized the Stand-
ard Pneumatic Tool Co. of Chicago and played a leading
part in the development of this industry. He was appointed
a member of the Federal Trade Commission in 1913, and
later became Vice-Chairman and Chairman of the Com-
mission. In February, 1917, he retired to private life, but
in July of the same year, at the request of President Wilson,
he again entered the Government service as head of both the
Shipping Board and the Emergency Fleet Corporation,
where his executive ability was actively employed in the
transportation of men and supplies to France. In 1924 he
was appointed a member of the United States World War
Debt Funding Commission. Mr. Hurley devoted recent
years largely to civie interests, but after the organization of
the National Recovery Administration he became a member

of the NRA Industrial Advisory Council.
_——

Departure from Gold Standard Deplored by American
» Institute of Accountants..

The confusion that has followed America’s departure from
the gold standard demonstrates the futility of attempting
to regulate values by legislation, the “Journal of Account-
ancy,” official publication of the American Institute of Ac-
countants, declares editorially in its current issue.

“One of the most interesting and intricate problems that
have arisen from our national departure from the gold stand-
ard is the question of the valuation of assets,” it says. *“Its
complications are almost limitless, and if the accountant is
to be absolutely logical he will probably find himself con-
fronted with the necessity of building up a scheme of dating
which in the last analysis will be based upon the standard
from which we have departed. For example, if accounts re-
ceivable are payable in dollars, in order to be accurate we
must know the date when the dollars are paid so that we
may ascertain the worth of the dollar itself at the moment
of payment.” The article goes on to say: v

Inventorics, if valued at cost or market, whichever is lower, must be
further classified by cost at the date of purchase in dollars of that date or
by market at the date of valuation in dollars of that date. If an itm_n in
the inventory cost $100 at March 4 1932, it may be regarded as worth $100
in gold, for at that time we still clung to the gold standard. To-day .the
same item may be worth $100 according to the market value, but in reality,
if we revert to the consideration of the gold standard, it will be worth only
%70 of gold. To add further confusion to the question, let us suppose that
the item which was purchased on March 4 1932 for $100 is worth in the
present market $130 at 70c. gold to the dollar., Which is lower, cost or
market? Again, is it just and fair to carry at par even Government securi-
ties issued prior to March 4 1932, bearing the gold payment clause and
purchased, let us say, on March 1 1932? Is it fair to carry such assets,
which are selling to-day at 102, as though they represented a market price
tiigher than cost? It has been announced that the Government will repudiate
the gold clause of its bonds, and many people believe that this is not only
unnecessary but altogether unworthy of a great mation. If the repudiation
of the gold clause is to be upheld by the courts, where it will ultimately be
tested, it is quite certain that market prices to-day are much lower than
cost, and consequently the true worth of what was supposed to be the highest

quality of security is at substantially less than cost, and there has been a
net loss of approximately 30%.

What Is Value?

How much further the decline of the gold worth of the dollar will go it is
impossible to foretell. If inflation be avoided there may be some reason to
believe that we have reached the depths and that the dollar will have real
value of greater amount than at present. Then, again, there is the question
to what extent the present enormous advance in gold mining stocks should
be reflected in the accounts when it is known that if the nation returns to
sound money there will be a sharp decline in the dollar value of gold. The
whole thing is so intensely problematic—we are wandering in such utter
darkness—that even the most confirmed advocate of the present policies
must stand aghast. All this illustrates with peculiar force the futility of
attempting to regulate values by legislation. Of course, it is being said
by some theorists that the gold standard really has no meaning. We are
concerned purely with dollars. We buy so much material for so many
dollars, and we sell such and such goods for so many dollars, and it makes
no difference whether the dollar is worth one cent in gold or 100 cents.
This might be true if there were only one nation in the world. It might
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even be approximately true if any nation were entirely self-contained. If
the people of such a nation desired to have a standard of currency based
upon sea-shells or wampum it would be fair to all concerned, provided every-
body was willing to accept and to pay in the chosen medium of exchange.
But this is not so. The gold standard is admittedly imperfect. No one has
ever claimed that it satisfied every requirement of sound economic theory,
but on the other hand no one has ever suggested a standard which has
worked half so well, and, in the absence of perfection, it is wise to accept
what approaches nearest to perfection.

What Is Money Worth?

We believe that there was never any necessity at all for America to
depart from the gold standard. The decision to do so was prompted, no
doubt, by a hope that a little more flexibility in standards would lead to a
greater activity in business. The only result which has been evident to most
of us is the advance in the dollar cost of everything, while the number of
dollars received has remained stationary, or even has declined. There have
been some advances in wages, but these are much more than offset by
shorter hours, changes in numbers of employees and the grievous uncertainty
which always prevails when no one really knows what anything is worth.
We are in a condition somewhat like that familiar to the residents of
China where there are many currencies and many standards. It is possible
to start out in the morning with $100 of “big money” and to spend $20,
receiving in change more than a hundred dollars of “little money.”” Per-
haps here we shall come to the practice of saying that we have bought in
dollars of Aug. 31 and sold in dollars of Sept. 1—which may be two dif-
ferent kinds of dollars. Accountants are supposed to enjoy the raveling of
difficult financial tangles. If that be true, accountants should now be the
happiest men in the world, for they have knots before them which seem to be
hopelessly complex. And the whole difficulty is worse confounded by the
impossibility of foreseeing a day ahead. It will not be an easy matter to
return to the gold standard and to say that the dollar again is worth a
hundred cents in gold. It may never return to such a basis of valuation.
If it were stabilized at to-day’s gold valuation there would be a loss of
about 80% of our capital—there are, it is said, still a few people who have
capital. We should go through the same tragic experience as that which
befell in Germany and France and Italy when the currencies were pegged at
a given point far below the original gold value. There is serious talk to-day
of an early return to gold as a standard in Great Britain, but few believe
that it will be possible to regard the English pound as the equivalent of
$4.86 in gold. More probably the point of stabilization will be somewhere
in the neighborhood of $4 in gold. Tf this be true, there will be a reduc-
tion of capital in Great Britain of somewhat less than 20%, and if we are
to stabilize at 70% of the old value, we shall be losing, as we have
said, 30%.

The Gold Standard Might Have Prevailed.

The saddest part of it all is that it was not necessary. Many people are
saying that they" honestly believe that the depth of the depréssion was
encountered somewhere in the spring of 1932, and that business from that
timve showed genuine signs of improvement. Then we began to deal in
theory in the hope of accelerating the resumption of activity, and to-day,
while the number of dollars changing hands is greater, there is a doubt
whether actually we have advanced or not. It is all quite beyond the
realm of ordinary comprehension. Perhaps there is some one who under-
stands the true significance, but his voice has not been heard. After the
World War nearly every economist and the great majority of business men
were quite confident that we should never return to the dollar of 1913.
They maintained that the purchasing power of the dollar would never rise
s0 high again; yet we did go back to the 1913 dollar, and somewhat
beyond it. Now everyone is saying that we shall never return to the dollar
worth a hundred golden cents. It seems almost too much to expect, and
yet, with a true faith in the recuperative power of America, we predict
that whatever the pain and travail of the way back to stability, we shall
endure it and somehow in some good day we shall be as we were before we
listened so credulously to alluring theories.

—_—

J. P. Morgan and Myron C. Taylor Have Tea with
President Roosevelt at White House—Meeting De-
scribed as Entirely Social.

J. P. Morgan, New York financier, and Myron C. Taylor,
Chairman of the Board of the United States Steel Corp.,
were guests of President and Mrs. Roosevelt at tea at the
White House on Nov. 16. Their meeting was described
as purely “social’’ and it was said that no “business’’ had
been discussed. Associated Press Washington advices of
Nov. 16 commented as follows on the incident:

Mrs. Roosevelt poured tea and sat with the President, Mr. Morgan
and Mr. Taylor during the 45 minutes the visitors were there.

Mr. Taylor has been a frequent caller at the White House executive
office during the long negotiations by the President to establish the NRA
code for the steel industry, but it was the first time that Mr. Morgan
had been in the Executive Mansion in recent years.

Hesitating for a moment on the front portico as he departed, Mr. Morgan
in good nature, replied to inquiries with these words:

‘“You know I cannot tell you what I talked about with the President
in his home."

Mr. Taylor likewise smilingly declined to talk and neither would say
whetlher they had been invited to the White House or had sought the
meeting.

It was learned unofficially that a mutual friend, upon learning that
Mr. Morgan was in Washington, had 1 the meeting with the
President and that the tea engagement resulted. The visitors were not
recorded on the White House calling list.

The meeting was held in the family reception room on the second floor
of the mansion. Upon leaving the White House, the two financiers mo-
tored to the railroad station, apparently headed for New York City.

The Morgan banking firm is one of the largest stockholders in the steel
company. There has been much talk recently of possible heavy purchases
by Russia of such goods if proper credits could be arranged. Maxim
Litvinoff is in Washington now negotiating for Russian recognition.

Furthermore, one of the difficulties which the Recovery Administration
has encountered in its drive to start business on the upgrade has been a
slowness in the capital or heavy industries.

With the gold purchasing program under way and the dollar showing
recent drops in foreign exchange, there has been talk of possible action
by France or Great Britain to stabilize the franc and the pound. The
Morgan company in recent years has acted as fiscal agent in this country
for France and Great Britain.
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RFC Continues Purchase of Newly Mined Gold—Dollar
in Terms of Gold Below 60 Cents for First Time
Since 1865—Conference on Gold Purchases Held
Between President Roosevelt, Governor Black of
Federal Reserve Board, Governor Harrison of New
York Reserve Bank, Secretary Woodin, &c.—State-
ment by Senator Thomas Anent Inflation.

The week's developments incident to the purchase of
newly-mined gold by the Reconstruction Finance Corpora-
tion, in furtherance of President Roosevelt’s policy an-
nounced Oct. 22, were marked by the decline in the value of
the dollar below 60 cents in terms of gold—for the first time
since the Civil War.

The week also witnessed a three-hour discussion on Sun-
day, Nov. 12 of monetary and financial policies between
President Roosevelt and a group of his financial advisers.
While no official statement was given out after the confer-
ence, newspaper reports said that much of the time of the
meeting was occupied by the Government’s policy of buying
gold abroad and its effect on the currencies of foreign na-
tions. We quote from a Washington dispatch of Nov. 12 to
the “Times” regarding the White House conference :

Purchases of gold in foreign markets will be continued, it is understood,
but with only small amounts bought from time to time, the effort being
to prevent violent fluctuations due to speculative activities. The utmost -
secrecy as to the discussions was maintained by the participants, who rep-
resented conservatives on financial matters, as well as those who have ad-
vanced radical moves to manipulate the dollar.

The statement was authorized at the White House that no new departure
in monetary policy was considered and that the meeting was merely a con-
tinuation of routine conferences which the President has been holding daily
with his fiscal advisers.

The President was reported as having taken advantage of Sunday to meet
a larger group, when they would be free to review the conditions which
have developed. One of the White House secretaries, after conferring with
the President, described the meeting as a general discussion on current mone-
tary and financial questions.

Secretary Woodin, who has been ill in New York, came to the confer-
ence. Others who participated were Eugene R. Black, Governor of the
Federal Reserve Board; George L. Harrison, Governor of the New York
Federal Reserve Bank; Jesse H. Jones, Chairman of the RFC; Henry Mor-
genthau Jr., Governor of the Farm Credit Administration; Henry Bruere,
President of the Bowery Savings Bank, and Professors James H. Rogers and
George F. Warren.

While the financial group was conferring with the Presi-
dent at the White House, Senator Thomas of Oklahoma, au-
thor of the so-called inflation amendment to the Farm Re-
lief Act, issued a statement in which he said that “all the
loose talk about printing press inflation and unlimited
coinage of silver has led many people far astray from the
truth about our real monetary nced. Senator Thomas de-
clared that there would be no necessity for printing press
inflation if adequate, soundly backed currency were pro-
vided. The statement said that a meeting of various schools
of thought on monetary reform had been called by Senator
Thomas and Senator Ellison D. Smith of South Carolina.
This meeting was planned for yesterday (Nov. 17). In his
announcement of the call for a conference on monetary re-

form, Senator Thomas stated :

This meeting will be concerned especially with planning for an adequate
metallic base for a sound currency upon which the 1926 volume of bank
deposits and credit may be safely rebuilt.

All the loose talk about printing press inflation and unlimited coinage
of silver has led people far astray from the truth about our real monetary
needs. There need be no fear of printing press inflation if soundly backed
currency, adequate for our needs, is provided.

We must solve the problem of broadening the base of our monetary
system sufficiently to avoid the disaster that came to us through a super-
imposed credit structure which became highly explosive because it rested
on an inadequate foundation.

In spite of opposition at home and abroad the President is making progress
in the revaluation of gold. There are many reasons for believing that our
price of gold must go to double the statutory figure—that is, it must not
stop short of $41.34 an ounce.

Conservative world opinion demands a 25% gold reserve behind all
currencies. Doubling the price of gold, if carried through by all nations,
would be equivalent to new discoveries of gold which would double the
total monetary gold stocks of the world. Only on such a revaluation basis
is it feasible to return to the gold standard. Returning on the old valua-
tion would mean returning to the disastrous price level of the depression.

With gold adequately repriced, the problem of future stabilization ig
simplified. We must first set gold valued to where it is possible to sus.
tain the price level of 1926. Then we must be prepared to maintain that
valuation by having a metallic base for our currency sufficiently broad
to bear a reasonable relationship to our volume of bank deposits and the
total volume of business needed to restore employment, Our currency
system must support business on a scale that will insure profits.

Recovery can be greatly accelerated if there is recognition of the need
for reasonable business profits, for that is the greatest source of taxable
revenue, and is indispensable to loecal, State and Federal solvency. Al-
together too many business men are being frightened by the false rumor
that the Admrinistration frowns upon legitimate profits.

When gold has been adequately revalued and our monetary base has been
sanely correlated with our credit superstructure, the major implement for
controlling and stabilizing the value of our money should be variation of
the discount rate. It should not be necessary, after we have arrived at
the desirable point for stabilization, to juggle the price of gold so often
as Great Britain is doing now.

One of the purposes of this conference will be to consider the proper
place of silver in the broadened metallic base.
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In our issue of a week ago (page 3420) we indicated the
daily official price fixed by the RFC for gold purchases.

On November 11 the RFC increased its gold purchase price
to a mew high of $33.32, and this action was followed by
further weakness of the dollar in foreign exchange markets.
The New York “Times” on Nov. 12 surveyed the action of

the preceding day’'s markets as follows:

After a sharp overnight gain, the dollar again declined yesterday, but it
failed to erase completely its early recovery and closed at 62.54 cents, up
.06 cent in terms of the franc. At this level it was again above the valua-
tion put upon it by the RFC, which, in fixing a price of $33.32 an ounce
for newly mined gold, indicated a gold “parity’” of 62.03 cents.

The pound sterling opened here at about $5.04, 7 cents under its previous
close, dipped to $5.03% and then advanced steadily to $5.10. It closed
at $5.09, off 2 cents. The franc dropped as low as 6.19 cents, rallied to
6.29 cents and closed at 6.261% cents, down 12 point.

With the London and Paris markets closed in observance of Armistice
Day, trading in foreign exchange here was dependent largely upon the
domestic supply and demand, although some European orders came through
as is usually the case when the foreign markets are closed. i

Net price changes were small. Guilders were unchanged at 64.65 cents
as were marks and lire at 38.25 cents and 8.43 cents respectively. Belgas
dropped 2 points net to 22.35 cents, Swiss francs 8 points to 30.97 cents
and Scandinavian exchanges 5 to 15 points. The Canadian dollar was
6 points higher at 100.06 cents.

United States Treasury bonds rallied briskly, closing 1-32d to 29-32ds
point on the day on the strength of the firmer dollar, although eight issues
still continued below par.

The RFC on Nov. 13 again raised its price for newly mined
domestic gold by 13 cents to $33.45 a fine ounce, and once
more the dollar displayed weakness against foreign exchange,
with the pound sterling duplicating its previous half century
peace time high of $5.161%, recorded on Nov. 10. Despite
this decline in the dollar, United States Government obliga-
tions rallied, but the gains were attributed in market circles
principally to short covering. Commodities also advanced,
with silver setting another new high of 43%; cents an ounce.
Meanwhile, in Washington, Secretary Woodin, in an inter-
view with newspaper men, declared that he was in complete
accord with the President’s policies, and that reports of dis-
sension had absolutely no foundation. A Washington dis-
patch of Nov. 13 to the “Times” described that interview
as follows:

Secretary Woodin’s remarks to-day were the outgrowth of statements pub-
lished in a newspaper that he and some other officials of the Treasury had
no sympathy with the gold-purchase program.

“I want to deny, as vigorously as I can, that I have opposed any of the
President’s policies,” said Mr. Woodin. ‘“The President has been good
enough to talk over with me everything he has done, especially in regard
to Treasury matters.

“I am heartily in sympathy with all of his policies and will back him
to the limit, I do not understand why a statement of that kind (his re-
ported opposition) should be given out by the press. The President has a
very open mind about these matters.

“I am the President’s Secretary of the Treasury. I am speaking as the
Secretary of the Treasury and for the Treasury Department.”

The Secretary expressed concern over the fact that rumors of discord
among the fiscal agencies of the Government had received wide circula-
tion, contending that they acted to deter business recovery. He indicated
that in preliminary discussions the legality of the gold-purchase plan had
been raised by the Treasury Department, but that after Attorney-General
Oummings had rendered a decision upholding it, the Treasury had gone
along 100%.

Reports of discord have included a rumor that Secretary Woodin planned
to resign, but this he put aside with a smile.

“My vocal cords are all worn out denying that,” he said on leaving the
White House this morning.

On the same day (Nov. 13) Jesse H. Jones, Chairman of
the RFC, indicated that gold purchases abroad were proceed-
ing, but he refused to estimate the scale on which these buy-
ing operations had been carried on or are contemplated. The
same dispatch from which we have already quoted regard-
ing the interview with Mr. Woodin outlined Mr. Jones' re-
marks as follows:

When his attention was called to a report from abroad that no trace could
be discovered there of any purchase having been made to-day for the

American Government account, he replied by stating that the bid might
not have been as big as some persons had expected.

Mr, Jones said that his personal opinion was that the gold purchase policy
was having the desired effect; that at least commodity prices were rising.
He felt that it was much too early to test the actual result, indicating that
an abrupt or highly speculative rise in prices had not been desired or ex-
pected. He denied rumors that the gold purchase plan would be dropped as
a result of yesterday’s White House conference by stating that there had
been no change in the program,

Senator Harrison, Chairman of the Senate Finance Com-
mittee, endorsed the Administration’s monetary program
after a conversation with President Roosevelt at the White
House on Nov. 13. The dispatch to the “Times” quoted the
Senator as follows :

“We have made some advance,” the Senator said.
provement. I like any program that will raise prices. If the gold program

does it, I'm for it. I have felt the President is trying to do his duty. If
the gold program does not work out, T believe the President will take some
other course.””

Asked if he expected legislation in the next Congress looking to com-
pulsory inflation, Senator Harrison said:

“\\{e gave President Roosevelt pretty broad powers to deal with the
situation and the figures show improvement. I don’t look for any revolting.

“Statistics show im-
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The boys know the President is doing the best he can and is making a good
President.” ;

The Senator was asked if there was much agitation in the South for in-
flation.

“The South is feeling very much better,” he replied. “The policy of
curtailment of cotton acreage and the program of lending 10 cents a pound
on cotton have helped the South a great deal. In March the farmers were
getting 5 cents for their cotton. Now they are getting 10 cents.

“Naturally there is great desire that commodity and land prices be in-
creased.”

The action of the foreign exchange market on Nov. 13 was
analyzed as follows in the “Times” on the following day :

In terms of the French franc, the dollar at the close of business was worth
62.09 cents, with the high for the day 62.44 and the low 62.00 cents.

The franc yesterday went as high as 6.32 cents, compared with the re-
cent high of 6.34, closing at 6.31 cents, up 45 points, while the pound
sterling at the high of $5.161% duplicated the previously established high
which was touched on Friday. The closing price of $5.16 represented a
net gain for the day of 7 cents. All other leading foreign exchange rates
closed higher at the expense of the dollar, guilders leading with an advance
of 40 points. '

The Canadian dollar touched 100.37 at the close, which was the highest
level scored since 1917. The Canadian dollar showed a net gain for the
day of 31 points. Actual transactions in exchange were reported as com-
paratively small.

The price of $33.45 an ounce for gold set yesterday by the RFO for
domestic newly mined metal set a further new high. Yesterday’s quotation
was 13 cents above the level set on Saturday (Nov. 11) and considerably
above the dollar equivalent of the London price for gold, since in the London
market the quotation of 129 shillings 1% pence represented a drop of a
shilling an ounce from last week. The actual differential between the
American and London market figured 46 cents.

About the only foreign exchange yesterday to weaken against the dollar
was the Spanish peseta, reflecting reports over the week-end of further
political unrest. The market here, however, was little better than nominal.

Bar silver was bid up 7% cent to the level of 433 cents an ounce, the
highest since Feb. 14 1930.

The so-called “flight from the dollar” gained further im-
petus on Nov. 14, with the foreign exchange rate on London
being pushed to $5.33%, an advance of 17% cents from the
previous day’s close. The RFC set the gold price at $33.56,
up 11 cents from the quotation published on Nov. 13, but the
dollar depreciated so rapidly that the equivalent of the world
zold price, based on London, was at one time 59 cents above
the RFC figure. It was estimated in Washington that pur-
chases of gold in foreign markets up to Nov. 13 totaled only
$6,000,000. The action of the various markets affected by
the dollar weakness on Nov. 13 was summarized, in part, as
forlows in the “Times” of the next day:

The depreciation of the dollar in foreign exchange proceeded rapidly
yesterday. While the RFC set a valuation of 61.59 cents on the currency by
establishing a gold-buying price of $33.56 an ounce, 11 cents higher than
Monday’s price, the foreign exchange market appraised the dollar at 60.37
cents in terms of the franc, at the lowest point of the day, and at 60.93
cents, off 1.16 cents, at the close of business.

Sterling soared to $5.33%4, a new peace-time high, and closed at $5.2635,
up 103% cents. All gold-standard exchanges went to record highs for the
present units. The franc went to 6.49 cents, compared with parity of
3.92 cents, and closed at 6.43 cents, up 12 points net.

Canadian dollars reached 101.50 cents, the highest price since the early
days of the World War. Guilders were quoted at 67 cents and closed at
66.25 cents, 1.20 cents dearer; belgas rose to 23.20 cents and closed at
23 cents, up 50 points; Swiss francs reached 32.25 cents, and finished at
31.80 cents, up 54 points.

German marks advanced to 39.55 cents, and closed 75 points dearer at
39.25 cents : lire reached 8.75 cents and finished at 8.66 cents, up 17 points.
Scandinavian currencies were from 55 to 65 points higher, with the Swedish
krona above par for the first time since 1931. Japanese yen went to 30.87
cents, up 50 points.

Below London Bullion Price.

The RFO gold price again fell below the doliar equivalent of the London
bullion price during the day, although it began above the London level. In
London a price of 128s 7d was fixed for bar gold. This was 6%.d lower
than Monday’s quotation, and the lowest price quoted in London since the
RFO began its overations.

Converted into dollars at the opening rate for sterling here, $5.21, the
London price was equal to $83.37, or 19 cents under the rate fixed by the
RFC for purchases of newly mined domestic gold. At the day’s high of
$5.3514 for sterling, however, the London bullion price had a dollar value
of $34.15, or 59 cents over the RFO price.

Banking circles continued to express concern over the course of the
dollar, and there was renewed emphasis on the opinion that has prevailed
for over a week that the Government would do well to support the dollar
for a while instead of continuing to depress it.

The misgivings of the banking community were again revealed in the
Government bond market, where prices of active issues declined 2-32d to
20-32d point, three issues being unchanged in price. Although the decline
was not as severe as last week, it disclosed a resumption of the downward
trend, after Monday’s (Nov. 13) recovery.

The stock and commodity markets showed less response to the fall of
the dollar than they have lately. After early strength, stocks sold off and
closed irregularly lower. Wheat and cotton followed a similar course, ex-
cept that minor gains were retained at the close.

On Nov. 15, as noted above, the dollar sank to a value
below 60 cents in terms of gold for the first time since the
Civil War, despite the fact that the official RFC quotation
for newly mined gold was unchanged from the preceding day
at $38.56 an ounce. All foreign currencies surged forward
to new highs in the foreign exchange market. Sterling rose
to $5.421, a rate which had previously been exceeded only
during the first few days of the World War, and closed at
$5.41, up 1415 cents for the day. The RFC gold price was
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$1.15 below the London price on the basis of the New York
opening for the pound. Nevertheless the weakness of the
dollar became more pronounced during the day, apparently
inspired by the announcement of the long leave of absence
granted to Secretary Woodin and the resignation of Under-
Secretary Dean Acheson, to which reference is made in an-
other item in this issue. We quote from the New York
“Times” of Nov. 16 regarding the action of the exchange
markets on the previous day :

The franc soared to 6.57 cents and closed up 13% points to 6.56%% cents.
Measured against the franc, the dollar fell to 59.63% of parity and closed
at 59.68% of its former gold value, down 1.25 cents on the day. This was
among the most severe reactions yet witnessed in the Government’s cam-
paign to cheapen the currency.

In leaving its quotations for newly mined gold at $33.56, unchanged
from the previous day, the RFC completely gave up, temporarily, the at-
tempt to quote a gold price above the world market. At London a price of
129s 1%d was fixed for gold. Converted into dollars at the opening rate
here, this was equal to $34.71, or $1.15 above the RFC price. But con-
verted at the day’s highest rate for sterling, $5.42%, it was equal to $34.99,
or $1.43 above the RFC rate. This was the widest spread that has existed
between the London bullion market and the RFC’s quotation.

The trend of the market was a repetition, with gathering force, of the
movement of the last few days. The flight from the dollar appeared to
dealers to be gathering momentumy, and the impression prevailed that the
dollar was ““out of control,” if it could ever have been said to have been in
control.

All Continental European currencies went to new high prices on the
move, the majority to the highest prices in the history of the present curren-
cies. The guilder rose 1.35 cents to 67.60 cents, the belga 45 points to
23.45, and the Swiss franc 1.45 cents to 32.45 cents.

German marks went up to 40.25 cents, and closed at 40 cents, up 75
points ; lire rose to 8.85 cents and closed there, up 19 points. The Ca-
nadian dollar went to a premium of 1.68 cents, and closed at a premium of
1.62 cents. All Scandinavian exchanges rose above par for the first time
since they followed England off the gold standard in 1931.

For the third successive day the RFC on Nov. 16 fixed an
official gold price of $33.56, seemingly in an attempt to check
the precipitate plunge of the dollar. This figure was far
below the dollar value of gold at London on the same day,
where the equivalent ranged upward from $35.11. TForeign
exchange dealers in New York reported a continued heavy
flow of funds into pounds sterling. The pound, the French
franc and the Canadian dollar were all conspicuously strong,
althiough the changes were not so marked as on the preceding
day.

The RFC yesterday (Nov. 17) again set the price for newly
mined gold at $33.56, marking the fourth successive day
that the same quotation had been maintained. The American
equivalent of the London gold price, based on the opening of
the pound in New York, was equivalent to $34.06. Later
in the day most foreign exchanges broke sharply, with sterling
sinking to around $5.15, a drop of 12 cents for the day.
United States Government bonds rallied, with gains ranging
up to one-half point. We quote from the “Wall Street
Journal’’ of Nov. 17 regarding the action of the foreign
exchange markets on that day:

After a morning of indecision, the foreign exchange market turned down
sharply in the afternoon, converting previous gains into losses as the dollar
moved above the RFC price for the first time in several days. Reports of
impending dollar stabilization were persistent. French monetary authorities
were forced to deny the report that Governor Harrison of the New York
Federal Reserve Bank had telephoned to the effect that a stable price for
gold would be fixed soon.

Some quarters scouted the idea of possible early stabilization here and
maintained that the drop in the exchanges was a long delayed technical
correction.

Nevertheless, the fact that the RFC had posted its price for domestic
gold again at $33.56 per fine ounce, at which level it has been maintained
since Tuesday, injected just enough doubt in open dollar short positions to
cause heavy selling of French francs from abroad.

The drop in sterling corrected a situation which had come to be regarded
as abnormal. When sterling broke below about $5.23%¢, it brought the
dollar equivalent for the London price of gold to below the price posted by
the RFQ, and the spread widened as sterling plunged precipitately.

By mid afternoon, sterling had broken 11 cents net on the day to $5.16.
At this level, the dollar equivalent for the London gold price was $33.06,
just 50 cents under the RFC valuation. On the basis of sterling and the
London gold, the dollar was worth 62.52 cents, compared with Washington's
figure of 61.59. With French francs off 1314 points to $.0627, the dollar
was worth 62.51, showing conclusively that Europe once again valued the
dollar higher than does Washington.

Franc Reflects Budget Problems.

Break in the spot rate for francs accompanied a renewal of political
difficulties in Paris over the budget. The premium on forward francs in
this marked crumbled as the spot rate refused to hold its position. Forward
market was highly nominal but quotations were about !{ point a month
premium, making the premium for 90 days francs about #{ point above spot,

The rate for Canadian dollars was remarkably firm in the face of a break
in other foreign currencies. It was not until the drop had developed into
large proportions that the rate for Montreal funds began to decline until
it ultimately showed a loss on the day.

——

A Century of Progress Closes, with Re-opening Planned

in June 1934 —More Than 22,000,000 Visitors

Attended Chicago Fair—Half of Bonded Indebted-
ness Repaid.

A Century of Progress Exposition at Chicago closed at

midnight on Nov. 12, after five months of operation, during
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which it entertained 22,320,456 visitors from all parts of the
world. Officials plan to re-open the Fair on June 1 1934,
following a decision to that effect on Nov. 3 by members
of the World’s Fair Association. The Exposition opened
on May 27 of this year, and the attendance exceeded the
previous record total of 21,480,141 visitors to the Columbian
Exposition 40 years ago. It was estimated that the cost of
the 1933 Fair was $37,000,000. Bonded indebtedness
amounted to $10,000,000, and 509 of that amount was paid
to the backers of the Exposition on Nov. 13. An outline
of the results and financial data of A Century of Progress
is given below, as contained in the Chicago ‘“Tribune’’ on
Nov. 12:

Not only has A Century of Progress enjoyed the largest attendance
of any fair held in the United States, but it has more fully paid off its
obligations from its earnings than any previous fair.

This Fair has been unique in that it had no public subsidies and yet, if
liquidated this year, its finances have been such that it would return the
holders of its gold notes something like 56 cents on the dollar.

Now that it has been definitely decided to continue the Fair through
next year, its officers are confident that the holders of the gold notes will

get substantially more than that, and, barring the unforeseen, the chances
are believed good that they will get back 100 cents on the dollar.

$1,200,000 in Cash on Hand.

After payment of 50% on the gold notes and payment of all floating
indebtedness those in charge of the Exposition estimate that they will
have on hand this fall about $1,200,000 in cash and current receivables.

Next spring the Fair is expected to open its gates with only the balance
of its note indebtedness. Operating expenses during the winter are to be
paid for out of money left after the payment of 50% on the gold notes.
In addition, there will be other receipts, such as income from the sale of
exhibit space for 1934.

The best estimates are that with an attendance of 12,500,000 next year
—or nearly 10,000,000 less than this year—the Fair will be able to pay out
in full its note obligations. If good times should come along officials of
the Exposition are confident that this figure can easily be surpassed.

Other Measures of Success.

The finances of the Fair are by no means the complete measure of its
financial success, for they fail toinclude the tremendous volume of busi-
ness that this enterprise has brought to the railroads, the Chicago storeg,
the hotels, and, indirectly, to practically all business in this region.

The Columbian Exposition 40 years ago paid back about $800,000
to the citizens who raised $5,000,000 to finance it. This left a deficit of
about $4,200,000. But in addition to this the earlier Fair was subsidized
to the extent of $7,500,000 by the city and Federal Government, 'The
Fair of 1933 got no subsidies and if liquidated now would have a deficit
about equal to the $4,200,000 for the old fair.

At the closing of the Fair, the books will show cash on hand of more than
$800,000 and accounts receivable of nearly $450,000. Additional cash of
about $750,000 is expected from the sale of exhibit space for next year
and something like $250,000 from deposits on concessions.

That would give the Fair about two and a quarter million dollars to work
with between now and the re-opening next spring. Expenses during the
idle winter period have been estimated at approximately $1,650,000. This
would leave a balance of about $625,000 after deducting expenses for the
winter and also deducting securities set aside for demolition expenses.

Waive Interest Payments.

In order not to impair this working capital most holders of the gold notes
are co-operating with the Fair officials to the extent of waivering the in-
terest payment due next spring.

More capital than the estimated $650,000 is desirable, Fair officials be-
lieve, in order to thicken the margin of safety. This is to be forthcoming
from various interests underwriting large blocks of tickets for the 1934
edition of the Fair. Hotels, department stores, the utilities, and the rail-
roads have indicated that they will co-operate in this way and are expected
to advance several hundreds of thousands of dollars of additional money to
start things next spring. All of these agencies have benefited in a big way
from the business brought here by the Exposition.

Roughly, the income of the Fair during 1933 was as follows:

Estimated admission revenues, about $8,900,000.

The Fair's share of receipts at concessions, $3,300,000.

Sale of space to exhibitors, $3,000,000.

Incidentals added some half million more.

The total plant and equipment investment for the Fair as a whole,
including not only the money invested by the Exposition proper, but also
the investment in concessions and exhibits, was something like $37,000,000.

This $37,000,000 plant—with some additions and improvements—is
to continue in operation another year will doubtless mean many more mil-
lions than that to Chicago business.

The opening of the Exposition was noted in our issue of
June 3, page 3795.

—

Secretary Ickes Removes Two Public Works Officials—
Engineer in Tennessee Dismissed for Expressing
Belief that Municipalities Will Not Be Expected to
Repay Public Works Loans.

A suggestion that municipalities seeking loans from the
Public Works Administration will not be required to repay
them was repudiated by Secretary Ickes on Nov. 13, on
which date Mr. Ickes in a telegram ‘‘terminated” the
services of Harry S. Berry, Public Works engineer in Tennes-
see, who had expressed this belief in a circular letter. On the
same day, and without comment, Mr. Ickes ended the
services of Nels G. Kreschel, Lieutenant-Governor of Towa,
as Executive Secretary of the Iowa State Advisory Board
for the PWA. In dismissing Mr. Berry, Mr. Ickes made
the following statement of general policy:

Loans by the Federal Emergency Administration of Public Works are

loans the Government expects to be repaid.
These loans are made under the law on legal security which is examined
before contracts with the borrowing body are signed. This security is taken
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because repayment is expected in accordance with the National Recovery
Act as written by Congress and valid contracts with the borrowers.

Liberal terms are allowed to expedite the drive to move men from relief
rolls to payrolls. Grants of 30% of the cost of labor and materials are made.
These are specified as grants which need not be repaid.

Public Works loans, however, are loans to be repaid. All reports or
statements that these loans are to be canceled are without authority.

Mr. Ickes in his telegram to Mr. Berry said:

I have before me copy of your circular letter Oct. 25 addressed ‘‘to all civic
organizations' expressing your belief that municipalities asking for loans
for projects will not be expected to carry out their obligations and repay
those loans. Your services as State Engineer are hereby terminated.

—_——

Mortgage Lending in Small Communities Reviewed by
Morton Bodfish, Vice-President of United States
Building and Loan League—Approximately $112,-
000,000 Loaned in This Field in Past Four Months.

From the building and loan associations, a great part of
them in the small communities which popular mortgage and
construection statistics do not touch, comes an indication of
the past four months’ activity in mortgage lending which
estimates that $112,000,000 worth of financing has been
done in the small home field during that time. An announce-
ment issued on Nov. 11 by the United States Building and
Loan League said that Morton Bodfish, Executive Vice-
President of the League, shows how these community
financing institutions have spent a large part of their avail-
able funds for the protection of worthy borrowers against the
circumstances of depression. In the States reporting their
building and loan association activities for the summer and
early fall, he finds 739 of the funds advanced for two allied
purposes—either the refinancing on a long-term basis of
straight mortgages which had come due in other institutions
and faced foreclosure, or the recasting of the Associaions’
own borrowers’ loans so as to allow for easier payments by
the month. We further quote from the announcement as
follows:

Mr. Bodfish pointed out that in this way the building and loan associa-
tions are taking over sound loans which would otherwise be knocking at the
doors of Uncle Sam’s relief organization, the Home Owners' Loan Corpo-
ration. He cites the coincidence of these building and loan activities with
the policy of the recovery program, recalling a recent statement by the
Federal Home Loan Bank Board that the help which home owners have
received in the extension and refinancing of their mortgages in the present
mortgagee institution is a vital part of the program.

**‘Meanwhile, we find from these figures that there is considerable small
home construction and purchase of small homes going on throughout the
country, and financed by the building and loan associations,'"” said Mr.
Bodfish,

“The construction loans include those made for modernization and
repair of existing homes, one of the most needed activities in the entire
construction field to-day. The building and loan associations reporting
their recent loaning operations allocated 11% of the volume of financing to
construction and modernization loans. We emphasize that a great deal of
this is in small communities where the construction analyst does not bother
to count the new houses built, and the building and loan association is the
first thought of everybody in town who wants a home loan.

“The employment which has resulted by the estimated financing of
some $12,500,000 worth of construction in four months may roughly be
indicated. Eventually about 75% of the money spent on such improve-
ments or building, goes into the pockets of the laborers, either the building
tradesmen or the workers in the manufacturing institutions which produce
the building materials, At least $9,000,000 has been added to the wage-
earner’s purchasing power by these activities.

**Another 14% of the loans made by reporting States for the period were
for the purchase of homes by families desiring to take advantage of the
rapidly disappearing bargain homes. Reports from the building and loan
association managers indicate that the one-family home is enjoying great
favor in the market for homes, as compared with multi-family dwellings.

“The loaning records analayzed above give some recent indication of the
part these 10,000 local thrift and home financing institutions known various-
ly as building and loan associations, co-operative banks, homestead asso-
ciations, and savings and loan associations, are doing to make recovery

more sure.
—e

Loans of $4,979,766 Advanced by HOLC During Week
Ended Nov. 3—Total Advanced Up to That Date
$14,679,183.

Bonds of the Home Owners' Loan Corporation are being
exchanged for mortgages at a rate of more than $800,000 a
day, it was announced Nov. 11 by the Corporation in making
publie its regular report for the week ending Nov. 3. The
Corporation further announced:

A total of 1,655 loans, with a dollar volume of $4,979,756, was paid out
and closed on the Corporation's books during the week, it was announced.
This is an increase of 61.9% over the amount closed during the previous
week,

A total of 12,366 applications, with dollar volume of $33,845,282, was
tentatively approved by the 257 State and branch offices of the Corporation
during the week.

This brings the aggregate of individual mortgage applications tentatively
approved since the beginning of operations to 106,412, representing a
volume of $299,480,792. Loans paid out to date total 4,963, with dollar
volume of $14,679,183.

Of the loans closed during the week, 1,606 were bond loans, amounting
to $4,937,242. Cash loans numbered 49, amounting to $38,514. Of the
cash loans, $31,040 was on unmortgaged homes for payment of taxes or for
making necessary repairs. In the bond loans to take up mortgages, cash
for similar purposes was advanced in many cases.

Of the tentative approvals during the week, those in which the mortgagee
was willing to reduce indebtedness and accept less than the unpaid balance
of the loan numbered 1,783, with a value of $5,486,523. The number
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approved without reduction of mortgage indebtedness was 10,583, with a
value of $28,358,759.

The number of applications rejected for the week, before appraisal, be-
cause not within the limits of the Act, was 2,401, with a value of $8,549,769.
The number rejected after final appraisal was 1,623, amounting to
$6,628,883.

—_—

HOLC Speeds Campaign to Release $930,000,000 in
Tied-Up Deposits by Trading Bonds for Mortgage
Held in Closed Banks in 10 States—Many Federal
Savings and Loan Associations Being Organized,
J. H. Fahey Says.

John H. Fahey, Chairman of the Home Owners Loan
Corporation, announced on Nov. 13 that steps will be taken
by the Corporation in an effort to release $930,000,000 in
mortgages in closed banks of 10 States through trading of
bonds for mortgages. Under the law these mortgages held
by banks now in the hands of conservators in the 10 States
can be immediately traded for bonds by the HOLC. Mr.
Fahey also said that the HOLC has granted 16 charters for
Federal savings and loan associations, while preliminary
steps are being taken for the establishment of 86 other
associations. His program was reported as follows in an
Associated Press Washington dispatch of Nov. 13 to the
New York “Times’:

Acting vigorously along four fronts, John H. Fahey, new Chairman of
the HOLC, sought to-day to revitalize the Corporation's activities.

Mr. Fahey announced at his first press conference that he was:

1. Acting to free $930,000,000 in mortgages in closed banks of ten States
to enable the banks to pay that much to depositors and ease the position
of the mortgagors.

Taking steps to organize bond dealers throughout the nation in an

effort to strengthen the market for the Corporation’s bonds.
. 3. Accelerating the organization of Federal building and loan associa-
tions in counties which have few facilities of this kind.

4. Warning *‘chiselers” that they would get no home mortgage money.

Mr. Fahey became Chairman of the Corporation and of the Federal Home
Loan Bank Board to-day, succeeding William F. Stevenson of South
Carolina, who remains as a member of the Board.

Begins Action in Ten Slales.

The new Chairman said he had sent special agents into Illinois, Ohio,
Michigan, Indiana, Pennsylvania, Iowa, New Jersey, New York, Massa-
chusetts and California to co-operate with closed banks in liquidating their
$930,000,000 in home mortgages.

The amount of mortgages held by closed banks in the ten States was
estimated as follows:

No. of
Banks.

No. of
Banks.

Mortgages. l

Mortgages.

$28,000,000
100 13,000,000
134 | 21,000,000
Massachusetts. - . 47 19,000,000
California 1 9,000,000

1,587
325
346

$413,000,000
182,000 000
156,000,000
19,000,000
40,000,000

667

Bank conservators have been authorized to work with the Corporation
80 that mortgages may be taken over as quickly as possible by the Corpora-
tion in exchange for bonds. The bonds, in turn, may be deposited with the
RFC on an 807% basis, the resulting cash to be distributed to depositors.

Mr. Fahey said 16 Federal savings and loan associations have been
organized, and 86 are in process of formation. He explained that more
than half of the counties in the nation have no agencies for home mortgage
money, and that facilities in other counties are inadequate.

Private agencies are seeking Federal charters, he said, 11 already having
been converted, and scores of others are seeking conversion. They would
operate in conjunction with the Home Loan Bank Board, much as member
banks work with the Federal Reserve System.

The Board will not advance funds to those ‘‘chiselers’” who are well able
to take care of their own mortgages, Mr. Fahey remarked. He emphasized
that although the “‘chiseling’ class was small, their efforts slowed up lending,
since all applications have to be examined.

25% Are Called Chiselers.

Some 600,000 applications have been received, Mr. Fahey said, of which
about 25% represent ‘‘chiselers.”” He identified the latter as those seeking
Government funds in expectation of future personal financial difficulties,
and those who are angry at private lending agencies. A very small propor-
tion of this 259%, he said, would get funds.

“I don’t want to exaggerate the chiseling problem,’'he continued, ‘‘be-
cause I certainly feel the overwhelming effect of working here is to restore
one's confidence in the good intentions of the majority."

‘Within the next week, Mr. Fahey will meet with private bond dealers
in an effort to work out more definitely how a market for bonds of the
Corporation, about $20,000,000 of which have been issued so far, may be
improved.

He said he was not worried about the market now, although prices have
been as low as 85. He expressed the belief that as soon as investors realize
the worth of the bonds and as soon as the market is extended, it will improve.

The Corporation, he added, has no intention of entering the market to
support the bonds, but will aid the efforts of private dealers.

—_—

RFC Completes Details Incident to Purchase of
$60,000,000 Capital Notes in Savings Banks Trust
Co. of New York—Loans Aggregating $100,000,000
on Mortgages Authorized by RFC to Institutional
Securities Corporation. '
An announcement as follows was made on Nov. 13 by the
Reconstruction Finance Corporation:
The RFC to-day completed all the details incident to the purchase of
$50,000,000 capital notes in the Savings Banks Trust Co. of New York.
On Nov. 13 Associated Press advices from Washington
stated:
The Savings Banks Trust Co. is a new institution organized by 125 New
York State savings banks. It is designed to provide a means whereby

the savings banks may realize on real estate mortgages if necessary and
gives them access to the Federal Reserve Bank and RFC funds.
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The sale of the capital notes virtually completes organization of the
company.

The mutual savings banks of New York have subscribed $50,000,000 in
common stock.

It also was announced that the RFC had authorized loans aggregating
$100,000,000 on mortgages to the Institutional Securities Corp., a mortgage
loan company with $10,000,000 of capital subscribed by the New York State
savings banks.

In this way, it was pointed out, the RFC will make available $150,000,000
to New York mutual savings banks. The loans to the mortgage company
will bear 434 % interest, and the capital notes, being in effect preferred
stock, will draw 5% cumulative dividends payable when earned.

Details of the transaction, it also was announced, were worked out by
A. A. Berle Jr., one of President Roosevelt's advisers and head of the
Bowery Savings Bank.

Items regarding the Savings Banks Trust Co. and the
Institutional Securities Corp. appeared in our issues of
July 15, page 421; Aug. 19, page 1340, and Oct. 14, page 2741.

—_—

RFC and Federal Home Loan Bank Obligations Accept-
able at Face Value as Collateral Security for
Deposits of Public Moneys.

Obligations of the Reconstruction Finance Corporation
and of the Federal Home Loan Banks are acceptable at face
value as collateral security for deposits of public moneys
under the terms of Treasury Circular No. 92, according to
an amendment to that circular issued on Oect. 30 by the
Treasury Department. An announcement to that effect by
George L. Harrison, Governor of the Federal Reserve Bank
of New York, dated Nov. 10, read as follows:

SPECIAL DEPOSITS OF PUBLIC MONEYS UNDER THE ACT
OF CONGRESS APPROVED SEPT. 24 1917, AS AMENDED.

To designated special depositaries of public moneys and all other
banks and trust companies in the Second Federal Reserve District:

There is enclosed a copy of the Fourth Supplement dated Oct. 30 1933,
to Treasury Oircular No. 92, authorizing the acceptance at face value of
obligations of the Reconstruction Finance Corporation and obligations of
the Federal Home Loan Banks, in addition to the securities previously
covered by Treasury Circular No. 92 as amended, as collateral security
for deposits of public moneys under the terms of that circular.

GEORGE L. HARRISON, Governor.

The enclosure to which Governor Harrison referred is
given below:
SPECIAL DEPOSITS OF PUBLIC MONEYS UNDER THE ACT
OF CONGRESS APPROVED SEPT. 24 1917, AS AMENDED.
Treasury Department,

Office of the Secretary,
Washington, Oct. 30 1933.

1933
Fourth Supplement.
Department Circular No. 92 (Revised).
Accounts and Deposits.
To Federal Reserve Banks and Other Banks and Trust Companies
Incorporated Under the Laws of the United States or of Any Slate:

Treasury Department Circular No. 92, dated Feb. 23 1932, as amended,
is hereby further amended so that Paragraph 11 under the caption ‘‘Collateral
Security' will read as follows:

“11. Federal Land Bank bonds, obligations of the Reconstruction Finance
Corporation, obligations of Federal Home Loan Banks, and Home Owners’
Loan Corporation Bonds. Bonds of the Federal Land banks, obligations
of the Reconstruction Finance Corporation, obligations of the Federal Home
Loan banks, and bonds of the Home Owners’ Loan Corporation; all at

face value.”
DEAN ACHESON, Acting Secretary of the Treasury.

—_———————
Action Under AAA Experimental, Says Secretary of
Agriculture Wallace—Working Toward Permanent
Measures—Discusses Nationalism and Interna-
tionalism—Under Latter, We Must Be Prepared
Permanently to Retire 50 Million Surplus Acres—
Declares Business Men Are Never Again to Take as
Large a Percentage of National Income for Profits

as in 1929.

According to Secretary of Agriculture Wallace, “it is
exceedingly important that business men never again take
as large a percentage of the national income for profits as
they did in 1929.”" Secretary Wallace made this statement
in an address at Muncie, Ind., on Nov. 14, at which time he
also stated that “when the total capital of the country re-
ceives more than rather modest return, it interferes with
the circuit flow of prosperity.”” Mr. Wallace further de-
clared:

‘We need a new type of business man who is willing to help in working
. out the national or international plans, whichever they may prove to be,
and who is then willing to devote all his talents to bringing about a fair,
workable relationship between the income of labor, the income of agricul-
ture and at the same time receive for his services only a small return on
capital and a modest salary. If the New Deal means anything, it means
the subordination of capital rights and property rights to human rights.

Secretary Wallace took occasion to refer to “our national
poliey with respect to exports, imports, tariffs, international
currency exchange, export quotas, import quotas, and inter-
national debts,” and said ‘““these are the weapons of eco-
nomie warfare which are more deadly than artillery.”” He
asserted that “the failure to adopt a sound course in our
foreign relationships has cost the farmers of the United
States billions of dollars. It was a damnable thing, during
the period from 1922 to 1929, to gloss over this situation by
loaning from $500,000,000 to $1,000,000,000 annually
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abroad every year without at the same time preparing the
American people for the necessity of lowering tariffs so as
to accept goods from abroad. . . . The explosion was
bound to come when we stopped loaning money abroad.”’

“If,”” he said, “we are going to follow the path of inter-
nationalism, it seems to me that the only safe way to handle
it is to conclude both loans and trade deals with foreign
countries as nearly as possible on a bi-lateral basis and not
get involved in the confusing complexities of triangular
and polyangular trade, which economists like to use to mess
up our minds.”” ‘In examining the paths of nationalism,”’
said Secretary Wallace, “we find ourselves confronted with
difficulties fully as great as the international course, which
I have just described.” He went on to say: “Under na-
tionalism we must be prepared to make permanent the re-
tirement of our 50 million surplus acres of crop land.”
“Instead of following either the international or national
path,” Secretary Wallace observed, ‘it is possible to follow
a combination of the two.”” He continued:

If we finally go all the way toward nationalism, it may be necessary to
have compulsory control of marketing, licensing of plowed fields and base
and surplus quotas for every farmer for every product for each month
in the year. In other words, it may be necessary to make a public utility
out of agriculture and apply to it a combination of an Esch-Cummins Act
and an Adamson Act. The five Governors of the Northwestern States
claim they are ready for this kind of thing. Frankly, I don't think we
should go this far until we have had a chance to debate all the issues with
the utmost thoroughness.

In full, the address of Secretary Wallace follows:

‘We have been faced with thousands of desperate, trying emergencies
ever since this Administration came down to Washington. The Wash-
ington hotels have done a marvelous business taking care of the different
delegations which have come to Washington to say to some executive officer,
“For God's sake, something must be done and that right away,” and in
response to this pressure, it is surprising how many things we have done in
the past eight months. Most of our laws did not become effective until
May and June, and it was not until late June or early July that our organiza-
tions could be thrown together in such a way as to be efficient functioning
units. Since then, they have been working like mad men trying to com=
pose literally millions of differences so as to enable us to emerge out of the
chaos in a constructive way.

As a typical emergency situation, let me use dairying as an illustration.
Dairying has fared decidedly better all through the depression than any
other large branch of agriculture. Last July, when the speculators thought
we were headed toward unlimited inflation, 92 score butter at Chicago
for a brief moment reached 25 cents a pound, or 90% of fair exchange value,
right in the middle of the season when butter is ordinarily put into storage.
And then, when sterling exchange stopped going up, butter suddenly
plunged downward until it reached 19 cents by the middle of August. The
big co-ops and others who had put butter in storage were scared to death.
They descended in force on Washington Aug. 17 and demanded that some-
thing be done at once. They had the violence of the Holiday groups push-
ing them from behind, and the fear of financial difficulties ahead. They
were on a hot spot and they wanted us to share the trouble with them.
I admitted that it was our duty to do our best to meet emergencies of this
sort if we possibly could in a sound way. I hate stabilization operations
because I know they almost invariably mean trouble later on. Neverthe-
less, I told these men that if they would come along at the earliest possible
moment on a real program for dairy production control, so that the Govern-
ment would not be left holding the sack, we would try to work out some
scheme of stabilizing the butter market during the summer and fall months
in the hope that the coming of winter and the increasing of payrolls would
enlarge butter consumption.

‘While this situation was going on with butter, efforts were being made
by more than a hundred city milk sheds to get agreements stabilizing milk
prices to the farmers at a decidedly higher basis relatively than other farm
products. Milk for the nation averages about 70% of fair exchange value.
It is higher relatively than the payrolls of labor. As a result, the con-
sumption of milk in its various forms has been declining at a time when
the production was increasing, and so it has been necessary to throw an
increased quantity into the production of butter. That is the reason we
have 80 million more pounds of butter on hand to-day than usual at this
time of year, That is the reason stabilization is bound to break down
sooner or later unless the dairymen are willing to throw themselves whole-
heartedly into some scheme for controlling production or getting rid of the
extra cows.

It is interesting to note that New Zealand recently offered our army in
the Philippines butter at 41% less than American butter could be pur-
chased for. Our dairying in this country is out of line with the world situa~
tion; it is out of line with most other farm products and it is out of line with
the payrolls of labor.

The superior dairy situation has been maintained largely because of com-
pulsory marketing control exercised by the dairy co-ops working with the
dealers. The interesting thing about (compulsory) marketing control is
that unless it is also backed up by a very broad-gauged production control,
the net result eventually is the hardest kind of fighting on the part of chisel~
ers to muscle in on the preferred position of the groups in control. That
is the reason why dairy racketeering to-day is comparable in some respects
with the bootleg activities of the past. 'The thing seems to find its origin
in the profits and the tension which are built up as a result of compulsory
control of marketing. When there is compulsory control of this sort, there
are of necessity certain people in position to wield power, and there are
others striving earnestly to challenge that power. As a result, we have
the independent producers warring against the co-ops and the co-ops fight-
ing against the dealers at one time and working with them at another.
It is because of this situation that the milk drivers are able in some cities
to increase their wages to a point beyond most other comparable forms of
labor; it is because of this situation that chain stores have been able to step
in and, by under-selling, create chaos in the local markets; it is because of
this situation that the farm holiday folks have been able to precipitate milk
strikes, violence and even death in spite of the fact that the dairy farmers
are relatively better off than most other farmers, and better off than they
are going to be unless they get down to the fundamentals of production
control instead of relying exclusively on compulsory marketing control.
The two things which can save the dairy farmers during the next year are,
first, the adoption of a real production-control program, and second, &
real increase in total payrolls in the city.
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Ten days ago the President and I were urged by the five Governors of
the Northwestern States to put into effect compulsory marketing control
for all farm products all over the country. I thought of the dairy situation
and of farmers with hogs to sell, and I shuddered. I thought of the rack-
eteering that would grow up at once if hogs were placed at $9 a hundred
next week and different groups of farmers, aided by the racketeering ele-
ments of the city, began to fight as to whose hogs should get the preferred
price. I thought of working out the price differentials for every town and
city in the United States and of working out base and surplus plans week by
week and month by month for each farmer in the United States. I thought
of the way in which the dairy people heretofore have relied so far as possible
on compulsory control of marketing without any thought of control of
production and what this situation has finally brought to them. And I
knew it would be necessary to go to Congress to get a very large appropria~
tion so as to have a police force of half a million men to keep down the rack-
eteering. I then thought of prohibition and the way in which this police
force would be open to the bribery which always exists when compulsion
is being exerted in defiance of economic fact.

I have the greatest sympathy with the people who by their actions forced
the Governors to meet and then to come to Washington. Their trouble
is real, as I know of my own personal knowledge. But the more I study
the trouble the more I am convinced that it takes more than emergency
action. Of course, I like to see the Government snap into an emergency
to relieve human suffering, but even more important than this is that we
get down to fundamentals at the earliest possible moment, that we have a
plan in line with our world position and with the genius of our people,
and that we stick to that plan through thick and thin, no matter how great
the pressure of the opportunists.

In saying all of this I do not claim that the action taken under the Agri-
cultural Adjustment Act or the National Recovery Act, or any other of the
emergency Acts, helpful as they may have been temporarily, constitute a
fundamental plan for American agriculture. What we have done has been
frankly experimental and emergency in nature, but we are working toward
something which is going to be permanent. We are temporizing with
the situation until the American people are ready to face facts.

(At this point Mr. Wallace stopped to discuss at some length the details
of the plans of the Agricultural Adjustment Administration as they have
been carried out thus far and are to be carried out in the near future.)

Ever since the war we have dodged facts. Our extraordinary resources,
our scientific understanding and our methods of mass production, have
enabled us to do the most foolish things without paying the penalty which
to any other nation would have been fatal. I am talking about such tuings
as our national policy with respect to exports, imports, tariffs, international
currency exchange, export quotas, import quotas, and international debts.
These are the weapons of economic warfare which are more deadly than
artillery. These economic weapons are so subtle that they have a nasty
way of bouncing back on you with redoubled force when you think you are
using them against the enemy. Fundamentally, these weapons are spiritual
in nature, although this is not recognized by business men and by very few
statesmen,

For 15 years the United States has blundered along, refusing to decide
whether she would use her creditor position in world affairs to assume a
position of world economic leadership or whether she would toss overboard
the debts owed from abroad and follow a policy of strict nationalism or
whether she would adopt some combination of the two. The prompt and
steadfast solution of this problem is more important to farmers thaa to any
other large class of our population. The failure to adopt a sound course
in our foreign relationships has cost the farmers of the United States many
billions of dollars. It was a damnable thing during the period from 1922
to 1929 to gloss over this situation by loaning from 500 million to one billion
dollars annually abroad every year without at the same time preparing the
American people for the necessity of lowering tariffs so as to accept goods
from abroad. The plan we followed was essentially to close all the safety
valves of the international boiler and then to increase the pressure beyond
endurance by demanding payment of debts from abroad with one hand,
while with the other hand we made sufficient payments impossible by our
tarift policy. The explosion was bound to come when we stopped loaning
money abroad.

To-day there are millions of peop-e in the United States, Democrats and
Republicans alike, who want to play the same old game all over again,
They want to see us loan fresh hundreds of millions of dollars to foreign
nations so that they can buy goods from us, while at the same time we in-
crease our tariffs another notch. I feel keenly on this because it is the very
issue which caused me to leave the Republican Party. I don't want to see
the Democrats, just to get over the difficulties of the moment, follow that
foreign economic policy of Harding and Coolidge which wrecked such
vengeance on Hoover.

Foreign loans are all right provided at the time we make them we know
that we are certain to have a taritf policy which permits their repayment.
This means a totally different kind of tariff policy than we have ever had
in the past. It means a complete change in the psychology of the American
people. Ideally, it means when we make a loan anywhere outside of the
United States that we know approximately the quantities of the different
kinds of goods which we are going to accept from that nation in repayment.
It means that we play the game in an even more definitely conscious way
than England has played it with Argentina. England loaned money to
Argentina to build railroads and furnished the railroad equipment to her.
In return, England received from Argentina her wheat and cattle. With
us, the necessity for definite planning in our loans and our tariffs is much
greater than with England because our tariffs are so much higher. It is
easy for foreign trade experts to talk about triangular and polyangular
trade and thus avoid the necessity of forming clear-cut trade deals with a
given country. But if we are going to follow the path of internationalism
it seems to me that the only safe way to handle it is to conclude both loans
and trade deals with foreign countries as nearly as possible on a bi-lateral
basis and not get involved in the confusing complexities of triangular and
polyangular trade which the economists like to use to mess up our minds.

Few people realize that it takes just as much planning to follow a plan of
internationalism as it does the path of nationalism. The planning is of a
different sort and is not as apparent to the rank and file of the people.
England, because of the fact that she has had an extraordinarily well edu-
cated upper class, which was able to think in terms of decades instead of
in terms of weeks, and which also commanded the confidence of the rank
and file of the people, has been about the only nation which has been able to
engage in plans of internationalism successfully. If we in the United
States are to follow the path of internationalism, we must have both political
and financial leaders in whom we have confidence, The people themselves
must be in on the plan. They must be willing to stay by it, not for four
years only, but for at least 10 or 15 years. A plan of this sort in the United
States means that certain industries which are either inefficient or have
used the tariff to enjoy what essentially is a monopoly profit, will be harmed
by the necessary lowering of the tariff. This means that if the majority
of the people of the United States decide on internationalism as a long-time
policy, they must be prepared to stand up against the political pressure
coming from the minority groups, which will inevitably be hard. Is it too
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much to ask of these groups that they read the handwriting on the wall
and that they behave themselves ?

In examining the path of nationalism, we find ourselves confronted with
difficulties fully as great as the international course which I have just
described. Under nationalism we must be prepared to make permanent
the retirement of our 50 million surplus acres of crop land. If the bulk of
the people of the United States finally decide for nationalism, they must be
prepared to resist firmly those special groups who try to get farmers to
produce for a foreign market which no longer exists. It is so easy to appeal
to the instinctive, selfish motives of practically every group in the United
States in attacking the program for reduction of acreage. Farmers, unless
they have studied the problem, do not like it because they think they have
a God-given right to produce to the limit. Railroads, commission men,
packers, millers and exporters don’t like it because their profits depend in
considerable measure on the volume of business; consumers don't like it
because they think it increases their costs.

Furthermore, if we continue year after year with only 25 or 30 million
acres of cotton in the South instead of 40 or 45 million acres, it may be
necessary after a time to shift part of the Southern population, and there
is a question as to just what kind of activity these Southern farm laborers
should engage in. We will find exactly the same dilemma, although not
on quite such a great scale, in the corn and wheat belts. ’

In ordinary times, which have not been upset by the terrific impact of
a great war, matters of this sort could be worked out gradually. But thisis
not the case now, and the point I am making is that if the path of national-
ism is followed, there must be a definite, conscious planning effort put forth,
even greater in its complexity than the effort of the great war itself. The
thing can be done, but it requires the understanding allegiance of the people
themselves. The thing must be done not on the basis of propaganda and
sudden drives but on the basis of a well-thought-out understanding in every
community. To do this requires time and literally hundreds of millions
of personal contacts as the educational process is carried out.

Instead of following either the international or national path, it is possible
to follow a combination of the two. In some ways, this seems to me to
be the best. But the trouble with it is that unless we do it with our eyes
wide open, we tend to get confused and to suffer the handicaps of both
paths without getting the benefits. The Republicans played a bad form
of this game from 1921 to 1929. With the increased exports and loans
abroad, they were internationalists, but with their tariffs they were na-
tionalists. This game came to an end in 1929, and now we, in this Admin-
istration, are trying also to follow an intermediate path, but this time we
are doing it a different way. By reducing acreage we are trying to get off
the international market until such time as we can bring about a real in-
crease of foreign purchasing power by tariff reduction and the negotiation
of reciprocal tariffs. Our success in these international negotiations will
determine the extent to which we will have to make permanent our acreage
reduction policy.

If we finally go all the way toward nationalism, it may be necessary to
have compulsory control of marketing, licensing of plowed fields, and base
and surplus quotas for every farmer for every product for each month in
the year. In other words, it may be necessary to make a public utility
out of agriculture and apply to it a combination of an Esch-Cummins Act
and an Adamson Act. The five Governors of the Northwestern States
claim they are ready for this kind of thing. Frankly, I don’t think we
should go this far until we have had a chance to debate all of the issues
with the utmost thoroughness. This whole problem should be debated in
the coming Congress in such a lively fashion and on such a high plane that
every farmer in the United States will begin slowly and surely to make up
his mind as to the path he wants this nation to follow. And above all,
remember that whichever path is followed there are serious disadvantages.
A great many people are going to be hurt whichever policy is adopted.

The important thing, once we have fully debated and understood the
issues from a long-time point of view, is that we follow out the policy
steadfastly and firmly in all of its implications, even though certain people
are hurt. If we follow the international program, we absolutely must re-
ceive great quantities of goods from abroad and must not be disturbed by
the clamor of the people who are hurt thereby. If we follow the national
program, we must resolutely plan to keep 50 million acres of land out of use,
no matter how loud may be the outery of certain carrying, handling, proces-
sing and exporting interests. If we decide to lower our tariff only part way
and reduce our acreage only part way, we must have the courage to do suf-
ficient of both so that the job is done.

This is the supreme challenge of the American people, Most of the
things we quarrel about among ourselves are mere machinery, petty bicker-
ings which will steadily increase until such time as we are prepared to arouse
ourselves to the fundamental issues and say, *Yes, this is the thing we will
do—we will stand on it and take the consequences.’

No matter which of the three paths we follow, it is absolutely essential
that our farmers and our laboring men learn to keep step with each other.
The supreme function of business men, as I see it, is not to make a profit,
although a certain amount of that is necessary as long as we are under a
capitalistic system—but to run the business machine so as to maintain a
fair balance between the productive and consumptive forces, and especially
between farmers and laboring men. Total factory payrolls in 1920 were
11 billion dollars and gross farm income was the same. In 1932 both de-
clined to 5 billion dollars. This year both have increased over 1932 by
about 134 billion dollars. The laboring group in order to meet the mort-
gages on their homes and farmers in order to meet the mortgages on their
farms must have annual income of at least 11 biliion dollars each.

I wish there were some magical way of doing this at once, but it happens
that anything which is done too suddenly for the farmers hurts the laboring
men, and vice versa. Tha problem, therefore, is to increase the total pay-
rolls of labor and the income of farmers without getting these two groups
out of balance with each other. It will not do to increase the payrolls of
individual laborers too rapidly or to decrease the amount of production too
greatly, because that results in too rapid an increase in prices to the con-
sumer, which throws the thing out of balance again and tends to delay the
recovery. The same thing happens when farm prices are moved upward
out of line with consuming power. It seems to me that both agriculture
and labor are now definitely headed upward and that we can get them mov-
ing there with unusual speed if we can get the bulk of right-thinking Ameri-
can citizens to looking at the thing in a big way instead of a narrow, selfish
way.

Business Men and Profits.

Incidentally, it is exceedingly important that business men never again
take as large a percentage of the national income for profits as they did in
1929. When the total capital of the country receives more than rather
modest return, it interferes with the circuit flow of prosperity. To get
this principle firmly fixed in our minds is more important than to pillory
such individuals as have testified before the Senate Committee as to the
heartless way in which they betrayed the public and their own better selves
in order to make a few million dollars. Many of these men have posed as
public oracles, giving interviews, making speeches, and writing for the public
press. I trust the influence of that kind of man in public life has gone for-
ever. We do not want their leadership in either national or international
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planning. We need a new type of business man, who is willing to help in
working out the national or international plans, whichever they may prove
to be, and who is then willing to devote all his talents to bringing about a
fair, workable relationship between the income of labor, the income of agri-
culture and at the same time receive for his services only a small return on
capital and a modest salary. If the New Deal means anything, it means
the subordination of capital rights and property rights to human rights.

This is a glorious theory; the problem is to give it tangible form. We
have done extraordinary things in Washington during the past eight months,
but I think our accomplishments so far are the faintest foreshadowing of
what is necessary. We have to watch ourselves at every turn to see that
we don’t fall back into the mistaken attitudes which have governed us since
the close of the war.

And now, having made the problem seem excessively great, I would like
to paint for you the picture of the world which is to be if we only have the
courage and the wisdom to go in and take possession of it. The framework
of this coming world is already with us. We have the natural resources,
the scientific understanding, the productive factories, and faith that all our
productive methods of the past are only a fraction of what they will be in
the future, provided we can only find markets. We know that no matter
whether we follow the internacional path or the national path, our best
markets will always be at home. In order to enjoy a standard of living two
or three times that which we had in 1929, all that is necessary is to develop
a perfected social machinery to be run by decent, understanding human
hearts which are more interested in seeing humanity as a whole move for-
ward rather than the pushing of a single individual ahead at the expense of
his fellows. I am convinced that humanity is now hungry to move for-
ward into this new world and that it requires just a little more wisdom,
and a little more kindiiness until we will find ourselves there looking back
on the period from 1930 to 1934 as a terrible nightmare. In this world
which is to come there must not be a continuous slowing down of the
efficiency of human labor, as seems to be the tendency in so many quarters
to-day. True, there must be control of production, but along with that
control of produciion there must be an increased emphasis on efficiency of
production. If that is properly done, all humanity, including the farmers,
can produce the necessary goods which move in ordinary commercial chan-
neis with an astonishingly small number of hours per week and the extra
time can be spent in the production of those objects, those endeavors
which have to do with the things of the spirit, and which should be entirely
out of the commercial system.

Looks for New World.

I hope to live to see the day when the finest things in American life will
not be subject to the measurement of the dollar sign. We can easily
have this kind of world within 10 or 15 years if we have sufficiently decent
hearts to entitle us to the right to live in that kind of world. I believe we
can build a civilization which will give expression to the things which are
infinitely fine and splendid in human nature. In the midst of our desperate
striving with the hard facts of every day while the selfish old world is in
its dying gasps, and the new world is not quite born, it is easy to lose faith.
It is hard for the idealists to do the difficult spade work which must be ac-
complished day after day. I¢is easy for the narrow and the bitter ones in
these dirficult times to appeal to the grievances which have been more than
12 years in building and to say, ‘‘No, we prefer to see everything go to smash
rather than to build up something constructive and glorious."

Do we want to go back to the vomit of capitalism, to the things which
have been brought to your attention in the hearings before the Senate
Finance Committee? But on the other hand, do we want to foment dis-
cord, prejudice and violence, which tend to break us up into warring groups
with hatred continually breeding upon hatred, and with no prospect of a
constructive outcome? I believe tnere is a middle course by which we can
shake off the leadership of discredited capitalists without committing our-
setves to the follies of the hell-raisers. To follow this middle course re-
quires intelligent, patient, understanding of the new day which we can
surely live to see, provided we can keep the outlines of it bright in our
mind’s eye and at the same time work for it with our hands steadfastly,
day by day.

—_——————————
lowa Farmers Lose Some Enthusiasm for Farm Strike
on Prospect of Crop Loans from Government—
Sentiment Still Favors ‘“Holiday” in Wisconsin—
Governor of North Dakota Partially Lifts Wheat
Embargo to Permit Durum Shipments.

A further lessening in the strength of the Middle West
farm strike was reported this week, with observers crediting
the loss of enthusiasm for the ‘‘holiday” to two factors: a
slight improvement in price for farm commodities, and the
prospect of obtaining money from the Federal Government
on corn loans. This was particularly true in Iowa, where
the strike movement has centered. A post-card vote on the
continuation of the farm strike in Wisconsin, however, was
said to show that a majority of the members of the Wisconsin
Milk Pool and Farmers Holiday Association still favor the
strike. The vote in favor of continuing the strike was 7,724
to 2,990. Meanwhile Gov. William Langer of North Dakota
yesterday (Nov. 17) partially lifted that State’s month-old
wheat embargo for a six-day period to permit out-State
shipment of durum wheat, while the embargo on shipments
of hard spring wheat is continued. Associated Press advices
from Bismarck, N. D., outlined the Governor’s order as
follows:

Durum wheat may be shipped by the Governor’s order from to-day until
midnight, Nov. 22, after which the embargo on outstate shipments of all
wheat, declared Oct. 19, becomes operative again.

The proclamation partially lifting the embargo said the increase in the
price of durum since the embargo was declared had reached the point where
Canadian durum could be shipped into the United States even with a tariff
of 42 cents to compete with durum wheat of North Dakota.

The proclamation said millers using durum wheat were purchasing or
threatening to purchase Canadian durum in place of that grown in the
Northwest and that many farmers desired to sell at present prices.

Some independent and co-operative elevators in the State, the proclama~
tion said, had stated their elevators were full and some wheat must be
shipped out to permit them to handle new offerings.

Interpreting the sentiment of the Iowa farmers toward
continuation of the strike, a Des Moines dispateh to the
New York “Times’” on Nov. 16 said:
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There is little doubt that the prospect of getting money from the Govern-
ment on corn loans is weakening the hold in Towa of Milo Reno, President
of the Farm Holiday Union. In Lemars, the center of militancy in this
State, farmers are being urged by their leaders to accept the cash and take
a chance on the corn-hog program being a success.

Lemars has been the backbone of the holiday movement in this State.
Its local paper, published by R. F. Starzl, backed Reno and the strike from
the beginning. But the paper now says:

“We don’t care if Milo Reno does say you shouldn’'t touch any of that
money. When you get a chance to get Uncle Sam'’s check for anywhere from
$300 to $1,000, and even more, there's something wrong with you if you
don't take it

Sees Some Months of Comfort.

“If you do that you can live in comfort for the next few months anyway.
Then if the Wallace plan is a washout you can say, I told you so, and
organize a bandit army the way they do in China and hang your neighbors
and steal their hogs and cattle.

“‘But give the Government this one chance to put you on your feet again."

The people of Lemars think they have a grievance against Reno because
other counties have not baked up the strike as thoroughly as did Plymouth
County, and they also feel that when times have been difficult, not to say
dangerous, for them, the head of the farm union has not been around. But
this appeal to farmers to take the Government loan on corn and sign the
acreage restriction agreement is the first open break against Reno's leader-
ship in a county where farmers said not 10% of them would accept the
Government program.

Urge Farmers to Accept Fund.

Tremendous efforts are being made quietly to bring about a general
acceptance of the corn-hog agreement in Iowa. Not only are members of
the new law and order committees working to persuade farmers to get back
of Secretary Wallace's plan, but storekeepers and wholesalers all over the
State are organizing meetings, with charts and diagrams, to show the
farmers what it will mean to them to have money again circulating.

Those behind the corn-hog program evidently feel that if they can get
farmers to accept money the Holiday Association will lose much of its
influence. Just how large this group is, not even Milo Reno known. At
least he says so. About 6,000 copies of the official paper of the association
are mailed to members in several States. He insists that the association is
as strong as ever and growing stronger. S

Our most recent reference to the farm strike movement was
contained in our issue of Nov. 11, page 3437.
_————

Dr. W. I. Myers Named by President Roosevelt as
Governor of Farm Credit Administration Succeed-
ing Henry Morgenthau Jr. Who Has Become Acting
Secretary of the Treasury.

On Nov. 16 President Roosevelt named Dr. W. I. Myers
as Governor of the Farm Credit Administration succeeding
Henry Morgenthau Jr., who, as we report elsewhere in these
columns to-day, has become Acting Secretary of the Treas-
ury. Dr. Myers was sworn into his new post yesterday
(Nov. 17). He had been Deputy Governor under Mr.
Morgenthau. According to the New York “Times’” Dr.
Myers is on a leave of absence from the faculty of Cornell
University.

—_—————————

President Roosevelt Approves Allotments of $16,678,676
for 237 Public Buildings, Including 180 Post
Offices—New Structures to Be of “Sensible Utili-
tarian’”’ Character—$17,838,100 Allocated for Non-
Federal Projects.

President Roosevelt on Nov. 10 approved the allotment of
$16,678,675 from the funds of the Public Works Administra-
tion for the construction of 237 public buildings, including
180 post offices scattered throughout the country. Harold L.
Ickes, Public Works Administrator, announced that the new
buildings will be “of a sensible, utilitarian character instead
of the monumental edifices which have been built in past
years,” Mr. Ickes said that the old style “elaborately orna-
mented” stone structures will be replaced by “more modest
and fitting” buildings, and that the change may save the
Government many millions of dollars. Re-studies of the
original plans resulted in a reduction of costs to only 499
of the initial estimate, it was officially stated. Further de-
tails of the announcement are given below, as contained in
Washington advices to the New York “Times”:

The allotment for the new buildings brings the total of Federal structures
to be erected under Treasury supervision to 389 at a cost of $53,935,944.
Studies for similar buildings are in progress. Through the application of
the “rule of reason,” the Public Works Administration, Mr. Ickes said, has
made possible “justification” of the new structures “at a greatly reduced
cost” and provided “the widespread regenerative benefits’ of more than
160,000 man-months of employment during construction.

Non-Federal Allotments Made.

iIn addition to this new program, the Public Works Administration to-day
announced 37 non-Federal allotments, scattered through 18 States, and pro-
viding 97,455 man-months of employment. The list, the eighteenth given
out so far, totals $17,838,100, and raises the total of such non-Federal allot-
ments well above 600, with $445,522,826 given to this class of work alone,

The post offices to be supplied under the $16,000,000 allotment will re-
place buildings where insufficient space is leased by the Government at large
expense or where the building is in bad shape or working conditions poor,

“Without sacrifice of space or werking conditions the new type of struc-
tures will be fashioned to fit into their surroundings and provide Government
workers the facilities required to give good postal service,” it was stated.

“Suitable sites will be selected in localities picked with a view to improv-
ing the service. These sites will not necessarily be the most prominent and
expensive corners but will suit the convenience of both post office workers
and users,
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“Realizing the changes recent years have made in the use of the post
offices and that in sizable communities the post office no longer serves as
the town meeting place, and citizens rely on delivery service, special atten-
tion will be given to delivery facilities in connection with the
structures.

“Local materials of a suitable nature will be used wherever feasible in the
buildings instead of expensive stones transported a long distance.

“*Sites will be secured by the Governmient in the regular manner, and the
post office contracts and construction will be supervised as heretofore.”

e e S
$64,927,698 Advanced to States During October by
Federal Emergency Relief Administration for Un-
employment Relief—Total Disbursed Up to Oct. 31,
$230,664,583. .

A total of $54,927,698 was granted to 42 States, Puerto
Rico, and the District of Columbia during October, by the
Federal Emergency Relief Administration, it was announced
Nov. 1 by C. M. Bookman, Assistant Federal Emergency
Relief Administrator. Mr. Bookman said that the month’s
grants brought the grand total of allotments to date by the
Administration to $230,664,583.

The following table, showing the grants made in October
and the total grants made through October to all States,
four territories, and the District of Columbia, was also issued
by Mr. Bookman:

new

Grants
During
October.

Total Grants
Through
Oct. 31.

Grants
During
October.

Total Grants
Through
Oct. 31.

States. States.

Alabama_
Arizona .
Arkansas
Californi;
Colorado
Connecticu
Delaware

s

199,237
37,219,741
2,850,989
481,020
13,762,410
4,246,019
1,468,315
21,606,509

S
50,000
11,279,498
664,609

$
1,182,870

North Carolina. .
North Dakota. .-

Oklahoma

265,061
822,697
1,482,693
1,400
3,550,000

Pennsylvania . -
Rhode Island. .
South Carolina._
South Dakota. -

Kentucky
Louisiana,
Maine_ _
Maryland_ . _ _
Massachusetts
Michigan .
Minnesota
Mississippi

West Virginia.
Wisconsin. _
Wyoming

230,011,519
34,629
144,886
445,472
28,077

54,927,698|230,664,583

A Puerto Rico_.___
447,338 Virgin Islands. ..

44/398
2,025,110

—_—
Uniform Cost Activities in Trade and Industry.

As a means of combating the unsatisfactory conditions
that have arisen out of uncontrolled price competition and
excessive price-cutting, many business men are giving serious
consideration to the need for some plan of uniform cost-
accounting and reporting specifically adapted to the prob-
lems of their trade and industry, it is noted by the Policy-
holders Service Bureau of the Metropolitan Life Insurance
Co., which has prepared a report on the subject, entitled
“Uniform Cost Activities in Trade and Industry.”” The
report is the result of a review of the uniform cost experiences
of more than 76 Trade Associations and sets forth, as well,
the opinions and ideas of a number of responsible executives
in a wide variety of industries.

Procedures entailed in administering uniform cost activities
and methods of preparing uniform cost accounting manuals
are discussed. It is announced that a limited number of
copies of “Uniform Cost Activities in Trade and Industry”’
are available for readers of this publication. Requests may
be addressed direct to Polieyholders Service Bureau, Metro-
politan Life Insurance Co., 1 Madison Ave., New York, N. Y.

s
Works Council Method of Collective Bargaining,
According to National Industrial Conference

Board, Shows Large Growth in United States—
More Than 1,000,000 Workers Now Represented.

The works council form of employee representation in
industry, which was practically unknown in this country
before the War, has developed rapidly in the past decade,
reports the National Industrial Conference Board. Under
date of Nov. 9 the Board further reported:

In 1919 there were 196 factories with 403,765 employees which operated
under the works council plan; in 1932 there were 767 plants with 1,263,194
employees under the works council system. In 1932 the total membership
of the American Federation of Labor was 2,532,261, of which not more
than half were employed in factories and mines. Thus, the membership
of factory employees in works councils equalled the union membership in
industries,

Under the works council plan of employee representation in industry,
representatives of both employers and employees of a factory meet to-
gether to confer on complaints, wages, working conditions, pensions, &ec.
This differs from the system of trade unions in that all matters affecting the
welfare of the workers in a factory are determined by joint conferences
between workers and the management to whom the problems are familiar.
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The works council system regards a factory as a community where all works
have a common interest; under labor union organization each craft is in-
dependent of the others. A dozen unions may be operating in a singl®
factory. The American Federation of Labor is violently opposed to the
expansion of the works council methods of collective bargaining. The
success of the works council plan is said to have cut deeply into the ranks
of the American Federation of Labor, whose membership at the beginning
of 1933 was but half of what it was during the War. However, under the
National Recovery Act, organized labor has doubled its membership in
six months.
-+

Delegates to Conference on Plan to Create 4,000,000
Jobs Advised by President Roosevelt that Politics
Must Be Eliminated—$400,000,000 Civil Works
Program Described as Aid to Nation’s Morale—
H. I. Hopkins and Secretary Ickes Outline Project

Jobs Allocated by States.

President Roosevelt told more than 500 Governors,
Mayors and State and city relief officials who met at the
White House on Nov. 15 that neither politics nor graft
will be permitted to interfere with the new $400,000,000
civil works program by which the Administration hopes to
put 4,000,000 unemployed to work within 30 days. Ad-
dressing the delegates to the conference which had been
called by Harry L. Hopkins, Civil Works Administrator,
the President said that he expected whole-hearted and
patriotic support of the new ecampaign against unemploy-
ment, and he promised the co-operation of the Federal
Government in putting the program into immediate effect.
“I want to tell you,” he said, “that your National Govern-
ment is not trying to gain political advantage one way or
the other out of the needs of human beings for relief.”

Some details of the new program to give jobs to 4,000,000
unemployed this winter were contained in our issue of
Nov. 11, page 3438. Prior to President Roosevelt’s address
on Nov. 15 Mr. Hopkins, in opening the conference, declared
that while it was not anticipated that politics or personal
gain would be injected into the plan, they would not be
tolerated if they should arise. Mr. Hopkins prescribed
minimum wages for unskilled labor under the program of
50 cents an hour in the Northern zone, 45 cents in the Central
zone and 40 cents in the South. Minimum wages for skilled
labor were set at $1.20 an hour in the North, $1.10 in the
Central zone and $1 per hour in the South. A maximum
30-hour week will prevail where practicable, except for
persons engaged in supervisory or administrative positions.

Secretary of Interior Ickes, Administrator of the $3,300,-
000,000 public works fund which the $400,000,000 for the
civil works program has been appropriated, told the State
and municipal officials on Nov. 15 that the civie works
program would act to fill the unemployment gap during the
winter until the major projects of the Public Works Adminis-
tration are well under way. President Roosevelt, in empha-
sizing the non-partisan nature of the new plan, said that
he “would like to have the general rule adopted that no
person connected with the administration of this $400,000,000
will in any single ease in any political subdivision of the
United States ask whether a person needing relief or work
is a Republican, Democrat, Socialist or anything else.”
The President declared that the delegates to the conference
had in their hands the opportunity to do something no
nation has ever done before. He then outlined the broad
structure of the civil works plan by which it was designed
to take people off what he said ‘“we might just as well call,
frankly, a dole,” and also to aid those who, “though barely
subsisting, yet are too proud to ask for relief.” The text
of the President’s address, which was delivered extem-
poraneously, follows:

My friends, I will tell you an official secret. Harry Hopkins wrote out
two and a half very excellent pages of suggestions as to what I should say.

They are on the desk. I subscribe to his sentiments 100%. But I am
not going to read them.

I don't want to talk you officially, but unofficially and extemporaneously.
First of all, I want to thank you for coming here.

This group, representative of the entire country, has in its hands to
accomplish something that no nation has ever before done.

As you know, during the past eight months we have tried honestly and
bractically to face a problem that no other nation in modern history has
ever been confronted with. We have heard a great deal of unemployment
on the other side, in England, in France and in Germany; but at no time
in any one of those countries has the unemployment situation even ap-
proximated the unemployment situation in the United States last spring.
You can figure it at 12 or 14 or 16 million, or whatever you like—on the
basis of population that is a larger percentage of men, women and children
out of work, in most cases suffering physically and mentally—a larger
proportion than anywhere else.

During these months a great many of our unemployed have gone back
to work. The number has been estimated variously at from three and a
half to five million. The actual figures make very little difference because
there are still a great many, still millions out of employment, and this
particular effort in which you and I are engaged at the present time is to
put four million people from the list of those still unemployed back to work
during the winter months so that we can honestly say as a nation that this
winter is not going to be like last winter or the winter before.
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1 like to stress not only the fact of 4 million, but also the fact that of those
4 millions of people 2 million are to-day on what we might just as well call,
frankly, a dole. When any man or woman goes on a dole, something hap-
pens to them mentally and the quicker they are taken off the dole the better
it is for them during the rest of their lives.

‘We hope we can recruit two million from the ranks of people who perhaps
ought to have been on the dole—perhaps people who were too proud to ask
for assistance. In every community most of us know of cases, many cases,
of families that have been living along, barely subsisting, yet too proud
to go and ask for relief. 'We want to help that type of American family.

Now this work is really and truly a partnership—a partnership between
the Federal Government, the State governments and the local governments
—a partnership in which each one of those three divisions is expected to
and is going to do its share. This $400,000,000 isn't going to cost the
Federal Government any more money, because we are taking it out of the
large public works appropriation of $3,300,000,000. It is using a portion
of that fund in a very practical way.

‘We might as well be perfectly frank—it has been exceedingly difficult
honestly to allot the entire sum of $3,300,000,000 to worthwhile projects,
every one of which has had to be scanned by local authorities, State authori-
ties and finally by the Federal Government.

I believe the question was raised this morning as to the transfer of some
of the projects to which allotments have already been made by public works,
and I have been asked by the Governor of Wyoming to clear up that point.
It is possible that certain allotments already made by Secretary Ickes to
public works may be transferred to Mr. Hopkins's Civil Works Adminis-
tration.

The process, I am told, will be to have that request made to the original
person who did the allotting—in other words, the Secretary of the Interior—
and if he approves of the transfer, it will then be made to the CWA under
Mr. Hopkins. I think that straightens out the question the Governor of
‘Wyoming raised.

Just one word more, and I am sort of talking in the family. We have
heard a good many charges and allegations that have been made in regard
to relief work—the same kind of charges that were made when I was Gov-
ernor of New York—charges that politics were entering into the use of
public works funds and of emergency relief funds.

I want to tell you very, very simply that your National Government
is not trying to gain political advantage one way or the other out of the
needs of human beings for relief.

‘We expect the same spirit on the part of every Governor of every one
of the 48 States and on the part of every Mayor and every County Com-
missioner and of every relief agent. I would like to have the general rule
adopted—that no person connected with the administration of this $400,-
000,000 will in any single case in any political subdivision of the United
States ask whether a person needing relief or work is a Republican, Demo-
crat, Socialist or anything else. !

I am asking you to go ahead and do your share. Most of the work will
fall on your shoulders. Most of the responsibility for the practical appli-
cation of the plan will fall on you rather than on us in Washington. I
can assure you that Mr. Hopkins, Secretary Ickes and all of the people
connected with the Federal Government are going to co-operate in putting
this plan to work quickly.

Speed is an essential. I am very confident that the mere fact of giving
real wages to 4,000,000 Americans who are to-day not getting wages is
going to do more to relieve suffering and to lift the morale of the nation
than anything undertaken before.

We also quote, in part, from a Washington dispatch of
Nov. 15 to the New York “Times’ regarding other discussions
at the conference and the addresses by Mr. Hopkins and

Mr. Ickes:

The plan, purposes and methods of administration of the new civil works
program were explained by Mr. Hopkins in his opening address at the mass
meeting of conferees, numbering more than 1,000, and were the subject
of lively discussion for more than an hour.

Applause Greets Ickes.

The arrival at noon of Secretary Ickes was the signal for prolonged
applause, the delegates rising to greet him and several times interrupting
to acclaim the brief address in which he expressed his wholehearted ap-
proval of the civil works program and his pleasure in contributing to it
from the $3,300,000,000 public works appropriation, of which, he told
them, only $580,000,000 remains unexpended.

““The beauty of the plan is that it will fill in the gap in the public works
program, without in any way conflicting with it," he said. *““We find it
much more difficult to get men at work on public works than was antici-
pated. People have become impatient of the delay and I have great
sympathy with their impatience; I feel it, too.

“Much of the delay, however, has been unavoidable. There are matters
of contracts, specifications, advertisements for bids, examinations which
must be made and legalities which must be observed. That is why the
PWA cordially and unanimously fell in behind this program for immediate
action on borderline projects.”

The distinction between civil works and public works projects was em-
phasized both by the Secretary and Mr. Hopkins, with the policy to be
observed in the transfer of appropriate projects from one agency to the
other.

Ezplains Transfer of Projects.

“For such projects as public buildings, sewage disposal plants, water
works and the like you must still come to us,” Mr. Ickes told the State
and city executives. “Furthermore, no State may withdraw a pending
project proposition in order to take it to Mr. Hopkins tc get it done for
nothing, and if it is withdrawn for that purpose it may not beresubmitted."

Both Mr. Ickes and Mr. Hopkins gave assurances of speedy consideration
and decision of proposed transfers, and prompt action in putting men to
work on projects appropriated for inclusion in the civil works program, and
both declared that any adjustments necessary could and would be made.

Administrative details of the new plan were discussed more specifically
in an executive conference held to-night by those charged with the carrying
out of the program, including questions of allocations of funds with which
Mr. Hopkins was confronted with some frequency during the mass meet-
ing this morning.

Must Provide for Women.

The provision to be made for women in the new program was emphasized,
Mr. Hopkins declaring that ‘‘there must be a deliberate intention to work
up jobs on which women can work."”

In the discussion that followed, Representative Rogers of Massachusetts
suggested that inasmuch as most of the projects contemplated were evi-
dently such as hold few opportunities for the employment of women, part
of the fund available might well be set aside for such a purpose.

That there was no dearth of opportunities in New York, and that advan-
tage would be taken of the newly provided funds to employ at once at least
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2,000 women in specialized activities, exclusive of sewing or manual labor,
was stated by Frederic J. Daniels, State Relief Director.

Associated Press advices from Washington on Nov. 15
contained the following description of the basis on which
the civil works fund will be allocated and the manner in
which this re-employment program is designed to function:

A basis for allotting the $400,000,000 civil works fund was announced
to-night by Harry L. Hopkins, Administrator. Asserting that “unem-
ployment follows population,’ he said the Administration proposed to allot
the jobs to be created 75% according to population and 25% unemployment
or relief needs.

The Administration has tentatively allotted on a population basis 3,000,~
000 of the 4,000,000 jobs which it proposes to create.

The other 1,000,000 jobs, Mr. Hopkins explained, were left open to take
care of men who will be placed on Federal projects under the civic works
plan,

Mr. Hopkins'’s official list of the number to be employed in the States
and Territories on a population basis is as follows:

State— No.
Massachusetts.... 96, 750

Michigan 20 750
Minnesota.. - =

State— No. State—
70,500
- 11,250
Arkansas. .
California. ..
Colorado. ...
Connecticut -
Delaware._ .

-- 13
South Carolina___. 49 500
South Dakota.._. 17,250
Tennessee

vada
\e\w Hampshire. ..
New Jersey
New \Iexlco Washington. ..
West Virginia. .
‘Wisconsin
Wyoming .. -

North Carolina. .. 67 1500
North Dakota.... 12,750
OM _105.000

76,500

Large building projects such as bridges and public structures will not
be undertaken, Mr. Hopkins said. These require too much time to get
under way and come under the Public Works Act.

Cities and counties were called upon to put up some of the money to be
spent. Where this is not possible, Mr. Hopkins said, the Federal money
should all be allotted for civil works projects and the city and county
money used for direct relief, taking over as much as possible of the work
of providing for the 1,000,000 families that still will be on the relief rolls,

Mr. Hopkins said the PWA rules as to hours of work and wages would
govern. These forbid working more than 30 hours a week except that time
lost because of bad weather may be made up within 20 days and on projects
where complete housing of employees is necessary they may be worked
40 hours.

Minimum wages were set at 40 cents an hour for common labor and $1
for skilled labor in the Southern zome, which includes South Carolina,
Georgia, Florida, Arkansas, Alabama, Mississippi, Louisiana, Arizona,
Oklahoma, Texas and New Mexico; 45 cents and §1.10 in the middle zone,
consisting of Delaware, Maryland, Virginia, Tennessee, Colorado, Utah,
California, North Carolina, West Virginia, Kentucky, Missouri, Kansas,
Nevada and the District of Columbia; and 50 cents and $1.20 in the North-
ern zone, which includes Maine, New Hampshire, Vermont, Massachu-
setts, Rhode Island, Connecticut, New York, New Jersey, Indiana, Wis-
consin, Minnesota, Nebraska, Wyoming, Oregon, South Dakota, Idaho,
Pennsylvania, Ohio, Michigan, Illinois, Iowa, North Dakota, Montana

and Washington.
S —

Secretary Ickes Asks Governors of 10 States to Speed
Award of Road Building Contracts—103,4456 Men
Now Employed on Road Projects Financed by
Federal Funds.

The Governors of 10 States have been requested by
Secretary of the Interior Ickes, acting as Public Works
Administrator, to expedite the award of road building
contracts under the Federal aid plan and to furnish needed
employment, according to an announcement on Nov. 12.
The letters were sent to the Governors of Maryland, Kansas,
Indiana, Colorado, Michigan, Tennessee, Mississippi,
Arkansas, Illinois and Georgia. Figures issued by the
PWA showed that Maryland has awarded contracts for
only 23.49% of the potential road work, while the other
States listed have awarded even smaller percentages, and
Georgia has awarded no contracts whatever. It was re-
ported in Washington that the Georgia situation might be
ascribed to a controversy between the Governor and the
State Highway Administration.

Other details of the Administration’s announcement of
the progress of the road building program were noted as
follows in a Washington dispatch of Nov. 12 to the New
York “Times’’:

In contrast with these States, the PWA reported that five States have
awarded contracts covering more than half of their Federal highway

aid allotments,

These leading States are New York, with 67.2% of its allotment al-
ready contracted; Maine, with 66.2%; Nebraska, 52.56%; Iowa, 52.3%,
and Montana, 50.3%. The average for all States is given as 31.6%,
with contracts totaling $124,732,000. On Nov. 7, 103,455 men were
reported employed directly on Federal aid highway projects in every
State except Georgia.

The PWA gave the following report from the Bureau of Roads on the

status of awards in the lagging States:
Allotment

Per Cent
Awarded.
23.

i BB

S bl
| O DBIOR S

-- 17,570,770
10,091,185
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New Codes Approved by President Roosevelt—Affects
Automotive Parts, Paper Board Industry, &c.—
More Than 100 Thus Far Approved.

Bight codes of fair competition affecting many thousands
of workers throughout the country and a supplement to the
Automobile Industry Code establishing fair trade practices
for the funeral vehicle and ambulance manufacturing division
of the industry were approved by President Roosevelt on
Nov. 8. With the approval of the code for the fire ex-
tinguisher manufacturing industry announced earlier ir the
day, the number of permanent codes thus far approved was
brought to 108. The eight codes and the dates on which
they become effective, were as follows:

Automotive Parts and Equipment Manufacturing
Machine Tool and Forging Machinery Industry.
Printers’ Rollers Industry

Shovel, Dragline and Crane Industry.

Ladder Manufacturing Industry

Paperboard Industry

Liquified Gas Industry

Motor Fire Apparatus Industry

Regarding the above the National Recovery Administra-
tion said:

Automotive Parts and Equipment Manufacturing Industry.—The Code
establishes a 40-hour maximum work week and a minimum wage of 40
cents an hour for male employees and 35 cents an hour for female employees
engaged in manufacturing processes, except in plants located in North
Qarolina, South Carolina, Georgia, Florida, Alabama, Mississippi, Louisiana,
Arkansas, and Tennessee where the minimum is to be not less than
8714 % of the aforementioned minimums, The industry includes units
located in more than 300 communities in 40 States and it is anticipated
by its sponsors that the code will result in restoring employment to approxi-
mately 96% of the number employed in 1928 and will effect an increase of
$1,250,000 in the weekly payrolls or an increase of approximately 70%
over the average weekly payroll for the first six months of 1933.

Liquified Gas Industry.—Provides a maximum work week of 40 hours
and meets seasonal variations by permitting 346 hours in any two month
period, but not more than 48 hours in any one week. It also provides a
minimum hourly rate of 40 cents. 1

Paperboard Industry.—Provides a maximum work week of 40 hours
averaged over any period of 13 consecutive weeks, the hours not to exceed
48 in any one week, with exceptions for watchmen who may work 56 hours
per week but not more than 8 hours in any one day and chauffers, truckmen,
switching crews, engineers, firemen and hydro-elctric operators who would
be permitted to work 168 hours in any four consecutive weeks but not
more than 10 hours in any one day nor more than 48 hours in any one week.

For the purpose of establishing minimum wage scales, the country is
divided into a Northern, Oentral and Southern zone, in the first zone the
hourly minimum rate for male help is 38 cents and for female 33 cents, in
the Central zone the rate is 35 cents for male and 30 cents for female help
and in the Southern zone the rate is 30 cents for both.

Prior to 1929, the industry gave employment to 25,000 persons., On
July 1 1933 this number dropped to 19,000 and due to the President's Re-
employment Agreement and increased production the total employment is
now approximately 22,500. It is estimated that when all the manufacturers
in the industry are subject to the code the total employment figure will be
on a par with 1929. Total payrolls dropped 39% during the period follow-
ing 1929 but are now back to a point 214 % under 1929 figures.

Ladder Manufacturing Industry—A 40-hour maximum work week
established by this code will, it is estimated by industry officials, effect a
40% increase in the number of persons employed. A minimum hourly
wage rate of 35 cents an hour is established.

Shovel, Dragline and Crane Industry.—Factory employees are limited
to 40 hours per week and 8 hours per day, except during peak periods,
when they may work 44 hours weekly. The minimum wage for factory
employees is set at 40 cents an hour. A maximum work week of 40 hours
for office employees is provided for, with a minimum weekly wage scale
ranging from $12 in small towns to $15 in large cities. Since application
of the 40-hour week in the industry, employment has been increased about
20%, industry officials report, and the increased wage scale under the code
is expected to add 15% to the payrolls of the industry at its present rate
of operation. o/

Machine Tool and Forging Machinery Industry—This code is approved
by President Roosevelt with an exception giving the National Recovery
Administrator the right on review, to disapprove or modify any action
taken by the Supervisory Agency which the code establishes. The code
provides for a 40-hour week with an extension to 48 hours in times of
seasonal or peak demand for six weeks during any six months' period, with
time and one-half for overtime in excess of 8 hours a day. A minimum
wage of 40 cents an hour is provided with 80% of the minimum for learners.
All other employees not covered by the minimum hourly rate will receive
not less than $15 a week with the exception of office boys and girls whose
rate will be 80% of the minimum,

This industry has suffered more seriously from the depression than most
any other producer of capital goods, according to National Recovery
Administrator Johnson's letter of transmittal to President Roosevelt.
Lack of orders had reduced employment from a 1929 high of 41,000 to a
low of 9,600 as of June 1933. With increased orders and the application
of the 40-hour week as provided in the code it is estimated that employment
should be increased approximately 12% with payroll increases of approxi-
mately 20%.

“These contributions toward re-employment and public purchasing
power,” wrote General Johnson to the President, “are being made at a
sacrifice to the industry, and this condition can be maintained and improved
only through early revival of machinery purchasing.

Motor Fire Apparatus Manufacturers Industry.—Establishes a 35-hour
maximum work week and minimum wages of 40 cents an hour for factory
employees. A 40-hour work week, averaged a 3-months’ period and a
minimum of $14 a week is fixed for other employees. ‘‘The industry,"
National Recovery Administrator Johnson reported to the President,
‘“has suffered a tremendous (approximately 70%) in its sales during the
past four years. The capital invested in the industry has been seriously
depleted. The equipment of its principal purchasers, namely municipalities,
is comparatively modern. Throughout this period, however, the wages
of its employees have been steadily maintained, and the extremely high
average hourly rate of approximately 72 cents bespeaks the fairness of the
member during the depression period.

“The number of employees has only decreased in the same period ap-
proximately 50%. With the provision of a maximum week of 35 hours and
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the possibility of credit extensions through possible Governmental loans
to its limited consumer market, it is estimated that a 25% increase in wages
and an additional 10% increase in employment will result.”

Printers’ Roller Industry.—Under this code hours of work are limited to
40 per week except for executives receiving more than $35 a week, outside
salesmen, watchmen, service men and members of emergency crews.
‘Watchmen are limited to 56 hours a week and service, emergency main-
tenance and repair men are to receive time and one-half for overtime above
40 hours a week or 8 hours a day. Highly skilled specialists are limited
to 48 hours a week with time and one-half for overtime above 40 hours,
while 40 hours is the limit for clerical and office forces.

While equitable adjustments are to be made in the higher wage scales,
the code establishes a minimum of 45 cents an hour except for learners, who
during their first six months shall receive not less than 80% of the minimum.
The minimum for office and clerical workers is $§15 a week.

The prevailing hours of labor of a large proportion of these workers
hitherto have been from 50 to 60 hours a week and the scale of hours in
the code is expected to increase workers by 20%. About 70 companies
are engaged in the industry, the average being only 10 per establishment.
Despite the fact that the value of the output of these plants has decreased
from $10,000,000 in 1929 to $5,500,000, the level of employment has been
maintained throughout the depression.

The Supplement to the Automobile Manufacturing Industry establishing
Fair Trade Practices for the Funeral Vehicle and Ambulance Manufacturing
Industry, sets up a separate Code Authority to function as a Subdivision
Authority under the supervision of the Automobile Chamber of Commerce.
Subscribers to the code are required to file price lists with the Authority
thus created as well as specifications, are forbidden to sell at less than the
cost of the product, to cut prices for the benefit of any buyer or to offer
bribes,
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President Roosevelt Signs Air Transport Code, to Be
Effective Nov. 27—Pilots Are Exempted from
Wage and Hour Provisions—Pact Expected to
Increase Personnel 16%, and Payrolls 20%.

President Roosevelt on Nov. 15 signed the air transport
code, designed to provide a 169 increase in personnel and a
209% increase in the payrolls of the industry, to become ef-
fective Nov. 27. The National Recovery Administration had
eliminated from the code the minimum-wage and maximum-
hour provisions which had been strenuously opposed by the
fliers at the public hearings. Wages and hours for pilots are
now being surveyed by a Fact-Finding Committee, appointed
after a dispute between the pilots and the airlines had been
referred to the National Labor Board.

The code states that none of its provisions shall supersede
existing State or Federal laws or regulations formulated by
the Department of Commerce. It provides for the submis-
sion of data regarding all present air routes and all routes
to be opened in the future. Minimum wages for employees
other than pilots are fixed at $15 a week for a maximum
work-week ranging from 40 to 48 hours, averaged over
periods of six and eight weeks.

On the day the code was signed by the President (Nov. 15),
Leighton W. Rogers, Executive Vice-President of the Aero-
nautical Chamber of Commerce of America, issued a state-
ment regarding the code in which he said, in part:

The code was worked out in detail by the transport code committee of
the chamber, representing 90% of the industry, and the various depart-
ments and advisory boards of the NRA under the direction of Deputy Ad-
ministrator Malecolm Muir and his assistant, Earl Hughes. In the course
of reaching complete accord the industry and the NRA have had the in-
valuable co-operation of the aeronautics branch of the Department of Com-
merce, the Post Office Department and other important branches of the
Government.

In working out the code it was recognized that the industry is a 24-hour,
nation-wide transportation service subject to varying and uncontrollable
weather conditions which have a direct influence on the hours of labor of
employees. The obligation of carrying mail on schedule and the imperative
requirement of the safety of human life were constantly to the fore in the
minds of all those working on the code.

Under its provisions the air transport code sets up a National Code Au-
thority to be located in the offices of the Aeronautical Chamber at 22 East
Fortieth Street, New York. The Code Authority will consist of seven vot-
ing members, five of whom will be designated by the chamber and two ap-
pointed by air line operators not members of the chamber. There also may
be one or more non-voting members appointed by the Administrator.

[

President Roosevelt Signs Cleaners’ and Dyers’ Code,
With Provision Aimed at ‘“Racketeering” in In-
dustry—Estimates Place Additional Employment
at 20,000 Under Agreement Setting Minimum Wages
and Creating Authority to Prescribe “Fair and
Reasonable’” Prices.

President Roosevelt on Nov. 10 signed a code of fair com--
petition for the cleaning and dyeing industry, with a pro-
vision therein designed to end ‘‘racketeering’’ in the trade.
It was estimated that 20,000 workers would be re-employed
as a result of the agreement. The code was sponsored by
the National Association of Dyers and Cleaners and the
National Association of Retail Tailors, Cleaners and Dyers.
It provides for a 40-hour week, with minimum wages of 27
to 35 cents an hour for unskilled labor in the North, and 20
cents in the South. It sets up a code authority, which is
directed to preseribe ‘‘fair and reasonable” minimum whole-
sale and retail prices, subject to the approval of the National
Recovery Administration. The so-called ‘‘racketeering’
vision prohibits the following practices:
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Any use of violence to persons or property, intimidation or unlawful
coercion by a member of the trade against a member of the trade.

Any threat by a member of the trade to use such violence, intimidation
or unlawful coercion.

Any conspiracy among members of the trade or among members of the
trade and others to use or to threaten to use such violence, intimidation or
unlawful coercion.

Any combining or co-operation by a member of the trade with any one
Wwho is using or threatening to use such violence, intimidation or coercion.

A statement issued by the NRA, describing the unhealthy
conditions with which the trade has been surrounded, said:

The trade has been harrassed for the past three years by cut-throat
competition, which in many cases led to racketeering, brought about by
slashing prices below cost, lowering wages, accompanied often by sweating
labor, offering inferior quality and poor service.

These conditions have almost completely demoralized the business of
plant owners and have caused untold hardships to some 175,000 or more
tailor shops serving as retail outlets for the wholesale dry cleaning plants.

There are but few concerns in the trade who have any credit and in many
cases there are substantial amounts owed to labor for past due wages.
Testimony at the hearing, for example, brought out the fact that over
$600,000 in wages are long past due to workers in the City of New York.

Most of the havoc wrought in the cleaning and dyeing trade is attributed
to price cutting. Partly due to certain economies arising out of efficiency,
but primarily due to exploiting labor and rendering inferior quality and
service to the public, a few operators of cut-rate stores are in an advanta-
geous position to cut prices and to draw volume away from other plants
at will. Witness the price war that has taken place over the past three
years.

The normal charge for cleaning and pressing a man’s suit or a woman’s
dress was $1.50, but under pressure of keen competition from these opera-
tors who entered on an aggressive campaign for volume of business, the
price was gradually reduced to 20 cents, and recently, by way of “‘special
prices,” to 19 cents.

The other retail establishments, while forced to meet the competition to
some extent, have not gone below 45 cents. However, it is a significant
facu that at this rate most of the retail establishments are forced to operate

at a loss.
—————

Dress Manufacturing Code Becomes Effective—Pact
Affects 80,000 Employees in New York City—Use
of NRA Label Required.

The code of fair competition for the dress manufacturing
industry, signed by President Roosevelt on Oct. 31, went
into effect on Nov. 13. In New York City alone the pact
affects some 3,000 manufacturing establishments with 80,000
employees and an estimated annual production valued at
$700,000,000. A report by George W. Alger, director of
the Coat and Suift Authority, made public on Nov. 13,
said that 5,100,000 NRA labels for garments had been issued
since Oct. 9 to 1,202 manufacturers, including virtually
every one in the coat and suit trade. Mr. Alger said:

Coats and suits being sold in more than 14,000 retail stores now bear
NRA labels.

Representative merchants throughout the country have manifested
hearty co-operation in effectuating the use of the label. The few producers
who did not obtain labels at first were quickly convinced by the attitude
of the stores that they must do so. Many women’s clubs and other con-
sumers' organizations are educating the public to the significance of the
label. We are appointing an advisory committee comprising officials
of these groups, to collaborate in making the label a permanent medium
for differentiating between garments made under wholesome conditions
and those produced in sweatshops.

— e

Interest Rate on RFC Loans to Railroads Lowered
from 6 to 49, for One Year from Nov. 1 1933—
Purpose to Enable Roads to Employ Additional
Workers and Make Further Purchases of Supplies.

Jesse H. Jones, Chairman of the RFC announced on Nov.
13 that for the purpose of better enabling railroads to employ
additional men and make extra purchases of supplies during
the winter and succeeding months, the Board of Directors
of the corporation has reduced the interest rate on loans to
railroads, including both new loans and existing loans,
from 5% per annum to 49, per annum for a period of one
year from Nov. 1 1933. Chairman Jones’ announcement
continued:

This action is based upon requests for a reduction in interest rates from
a number of railroad executives who have offered to use the amount of
such reduction; together with substantial additional funds, in making
extraordinary expenditures during the next six months. This would mean
expenditures for labor, equipment and material over and above their
budgets for this period, or in excess of the program presently contemplated
by them, the purpose being to help to promote the President’s Recovery
Program. In the light of these representations, and in order to afford
the railroads an opportunity to render this additional assistance, the
Board felv justified in granting this temporary interest reduction.

The Directors of the RFC have taken this action with the expectation
that the savings in interest will be availed of and used by the railroads
in the spirit herein outlined, together with very substantial additional
amounts to be otherwise provided and expended by the railroads in relief

employment.

—_———

Pierre S. du Pont Urges Co-ordination for Railroads—
Calls for End of Wasteful Competition—New Rail
Recovery Group Organized.

The conference on railroad recovery, which has been in
the course of organization for several weeks past, held its
first meeting Nov. 14, attended by 80 industrial and busi-
ness leaders from various parts of the country, including
many directors of the larger railroads and representatives
of insurance companies, savings banks and other financial
institutions which are important holders of railroad securi-
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ties. Pierre S. du Pont, of Wilmington, Del., recently ap-
pointed by the President to membership on the Industrial
Advisory Board, Chairman of the Board of . I. du Pont de
Nemours & Co., and director of the Pennsylvania RR., pre-
sided over the meeting as Chairman. Mr. du Pont said at
the conclusion of the meeting that no specific plan for the

railroads had been discussed or formulated. He stated :

Although this was a meeting to discuss the railroad question, the large
interest of this group is naturally in the national recovery, and not only in
railroad measures but in all others which can help to insure it. Railroad
prosperity in the main depends on national prosperity. We must remember
at the same time the tremendous bearing the railroad system has on national
economy. Railroads are one of the pillars of the economic structure, and
their future has a great bearing on the prosperity and welfare of everyone,

In devising means of dealing with the emergencies of the depression, there
is some danger in adopting measures to deal with the questions of immediate
importance, of failing to take due account of their bearing on the long-term
future of the country’s transportation. There is an unexampled opportunity
for all who have an interest, direct or indirect, in the future of railroads—
the Government, the shippers, those employed in the service in any capacity,
the managements and the investors to get together, reconcile their differ-
ences of opinion and agree on a progrant for the future. Broad, long-time
solutions arrived at in that spirit would have a reassuring and stabilizing
effect on business generally which would help greatly to promote the general
recovery for which everyone is striving.

The Co-ordinator of Transportation appointed under the Emergency Rail-
way Act is having the hearty co-operation of the railroads in efforts to bring
about a better co-ordination of service so as to increase the efficiency and
economy of operation. The Co-ordinator is charged by law with the duty
of studying the whole situation and recommending measures which he I»c:-
lieves will strengthen the railroad structure. Our group also will co-operate
with Mr. Eastman or others dealing with the problem in the hope that a
sound basis for a long period of prosperity for the railroads and the country
may thereby be established.

To-day’s discussion dealt principally with broad questions of policy. All
agreed that under private ownership and operation there should be public
regulation to safeguard the public interest, but that we should strive for
regulative policies expressive of a constructive and not a repressive atti-
tude toward the railroads. Railroads no longer have a monopoly of trans-
portation. With the system of public highways and the improvement in
motor vehicles, the development of the airplane, the enlargement of the
network of inland waterways and pipe lines, a large share of the traffic
which used to be handled by the railroads is going to other agencies of
transportation, and much of this business is not subject to public regulation.

Public regulation has served as a much better safeguard of the public
interest than the competition between the railroads insisted upon under the
earlier policies of the country. Now it is seen how costly and wasteful this
competition is and how much better it will be to place emphasis on a
greater degree of co-operation between the railroads and a more effective
co-ordination of their facilities.

We should have railroads which are strong and self-supporting.  None
other can serve the public efficiently, none other can treat employees prop-
erly, none other can keep abreast of the country’s needs, utiliy,iAng to the
full our national inventiveness and scientific genius which in every Iy
of endeavor is serving to advance our standards of living. g
be self-supporting for this further reason. Wien they are not their credit
is impaired. Then they are a drag on our whole financial structure and
tend in the end to strain the credit of the Government itself,

The conference appointed a committee of nine members to
carry out the purposes of the conference and to co-operate
with the Security Owners’ Association in consideration of
measures regarded as important to the strength and finan-
cial stability of the railroad industry.

Among the speakers was Milton W. Harrison, President of the Security
Owners’ Association, an organization representing insurance companies, sav-
ings banks and others holding several billions of railroad securities. Mr.
Harrison presented the viewpoint of the investor in the present situation
and offered to co-operate with the Conference in studies of the situation and
in formulation of constructive measures. Jeremiah Milbank spoke on the
importance of advancing a comprehensive plan for improvement of the
position of the railroads in a fundamental way. W, A. Harriman spoke on
the desirability of forming an association representative of all Class I
directors to co-operate with investors, and stressed the necessity for action
on the part of the appointed committee until such organization could be
effected. James Lee Loomis emphasized the necessity of co-operation be-
t\\:enn all financial interests in order to protect the investments of the
millions of small investors who are vitally concerned with the prosperity
of the railroad industry. :

anch
Railroads must

Further Borrowing by Municipalities for Current
Expenses Deemed Inadvisable by E. F. Dunstan
of Investment Bankers Association and Dr. Thomas

Reed of University of Michigan—Mr. Dunsta
Cites What Has Been Done in New York an:ll
Chicago. N . po e B

The question of whether it is advisable for municipalities
to borrow funds for current requirements, was the subject of
a radio interview between E. F. Dunstan, Chairman of the
Municipal Securities Committee of the Investment Bankers
Association of America and Dr. Thomas H. Reed, Professor
of Political Economy of the University of Michigan, over the
NBC network on Nov. 14.

In answer to a question as to whether borrowing for current
needs on the part of municipalities was a development of the
depression Mr. Dunstan stated on the contrary such
borrowings were larger in the more prosperous days as many
municipalities find it a difficult matter to obtain such funds
under present conditions, as the credit of many cities is
impaired because of their inability to collect delinquent taxes.
In explaining the reasons for such temporary borrowing,
Mr. Dunstan stated that it was chiefly due to the fact that
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the spending period and the tax collection period were not
properly adjusted, as most cities go on spending money five
or six months before it is collected.

Any changes made in the present system of tax collections
and financial adjustments should be made gradually Mr.
Dunstan said. He called attention to the agreements entered
into between Chicago municipal authorities and more
recently those of New York with the bankers who furnished
the funds to meet the municipalities, requirements. In both
instances changes were made in the tax collection dates; in
New York, for instance, taxes will be collected quarterly
with 1937, the first payment to be made Feb. 1. He also
suggested that all tax anticipation notes be made a first lien
on all revenues collected. Delinquent taxes, in most
Instances, Mr. Dunstan believes, is chiefly responsible for
the difficulties of many ecities, although, he added some have
borrowed heavily, not only for public works and improve-
ments, but also for current needs.

Answering the question as to whether additional borrow-
ing of a temporary nature would aleviate the situation of
some municipalities, Mr. Dunstan expressed the view that
further temporary borrowing is inadvisable and dangerous
and only postpones the day of reckoning, for in some
instances such borrowings have been used for purposes other
than originally intended. Asaremedy for current conditions,
Mr. Dunstan suggested that where advisable municipalities
should levy a small special tax over and above regular
appropriations for expenses and debt service and the setting
up of this extra levy in a special reserve to be set aside for
the liquidation of all current or temporary indebtedness as
speedily as possible.

—_——————
Members of Bankers’ and Brokers’ Committee of
United Hospital Fund—Necessity for Free Treat-

ment in New York Hospitals Found Greater This
Winter Than Ever Before.

Eighty-one bankers and brokers who are trustees or direc-
tors of the 56 hospitals belonging to the United Hospital
Fund have agreed to serve on the “Bankers’ and Brokers’
Committee” of the Fund for this year’s collection. The

following well-known Wall Street men are serving on this
committee:
Cornelius R. Agnew
‘Winthrop W. Aldrich
Frederic W, Allen
Robert E. Allen
Nelson I. Asiel
George F. Baker
Stephen Baker
William M. Bernard
Linzee Blagden
George Blumenthal
Hugo Blumenthal
Myron I. Bord Jr.
Lindsay Bradford
George S. Brewster
Robert S. Brewster
Thatcher M. Brown
George C. Carr

8. W. Childs .
Stephen C. Clark Adolph Lewisohn
Charles M. Connfelt Lucius U. Maltby
‘William Sheffield Cowles Raymond D. McGrath
Richard G. Croft D. Irving Mead
Howland S. Davis Edwin G. Merrill
Edward C. Delafield De Witt Millhauser
Moreau Delano Richard L. Morris
Harris A, Dunn Walter W. Naumburg
William Fahnestock Simon Newman

An item with reference to the committee, in which it was
stated that James Speyer is Chairman and showing the
associated chairmen representing various groups, was given
in our issue of Nov. 11, page 3443.

The letter of appeal calls attention to the fact that, “on
account of prevailing conditions, the necessity for free treat-
ment in our hospitals is greater this winter than ever before,”
and urges ‘‘Wall Street’’ to do all it can to help alleviate the
condition of the unfortunate sick poor in our 56 New York
hospitals, without regard to creed, color or nationality.
Last year the ‘“‘Bankers’ and Brokers’ Committee” collected
$73,781, the largest amount obtained by any auxiliary.
As usual, the amount collected will be distributed impar-
tially by a committee composed of the Mayor, the Presidents
of the Chamber of Commerce and of the Merchants’ Associa-
tion, and Henry J. Fisher, Arthur Curtiss James, Edwin

P. Maynard, Gates W. MeGarrah and James Speyer.
e

Marshall Field
Henry L. Finch
Albert Forsch
Charles Froeb
Charles R. Gay
Thornton Gerrish
Charles D, Halsey
Charles Hayden
Theodore Hetzler
Leonard A. Hockstader
G. Beekman Hoppin
William S, Irish
Samuel T'. Jones
William M. Kingsley
G. Herman Kinnicutt
‘W. Thorn Kissel
David H. Lerman
James T.

Carl H. Pforzheimer
Hermann G. Place
George B. Post
Alonzo Potter

O. Tiffany Richardson
H. E. Robinson
George Emlen Roosevelt
Kermit Roosevelt
Philip J. Roosevelt
Ernest Rosenfeld
Arthur W. Rossiter
Louis F. Rothschild
Samuel Sachs
Theodore Schorske
Edward W, Sheldon
Frank L. Sniffen
Andrew W. Stout
Bertram L. Taylor Jr.
Adrian Van Sinderen
Elisha Walker
Frederick M. Warburg
James P. Warburg
Charles F. Wheaton
Henderson M. Wolfe
William Woodward
August Zinsser

Licenses to Reopen Issued to 13 Additional National
Banks During First 10 Days of November—Approval
Given to Reorganization Plans of Six Others.

J. I, 7. O'Connor, Comptroller of the Currency, reported
Nov. 13 that during the first 10 days of November 13 National
banks consummated their reorganization plans and were
issued licenses to resume business or were granted charters
for new banks. The Comptroller's announcement said that
in the final 11 days of October, 20 National banks were
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granted licenses, and in the 10 days prior to that six National
banks received licenses, so that a total of 39 National banks
were issued licenses during the month ending and including
Nov. 10 1933. The announcement continued :

Six National banks received approvals for their reorganization plans from
the Comptroller’s Department during the first 10 days of the current month,
contrasted with 21 National banks receiving approvals in the last 11 days
of October and 29 receiving approvals in the 10 days ending Oct. 20. There-
fore, for the month ending and including Nov. 10 last, 56 unlicensed National
banks received approved reorganization plans.

Frozen deposits of the 13 National banks which reopened in the first
10 days of this month aggregated $15,062,000, with unrestricted deposits
totaling $1,022,000; while the six National banks to receive approved reor-
ganization plans had $2,475,000 frozen and $350,000 unrestricted deposits.

The Comptroller withdrew his approval for the reorganization plan of the
City National Bank, Ridgefarm, Ill., on Nov. 1. It had $52,000 frozen and
$10,000 unrestricted deposits.

Two banks, with approved reorganization plans, have been declared insol-
vent and receivers appointed. The Jefferson County National Bank, Brook-
ville, Pa., with $1,413,000 frozen and $84,000 unrestricted deposits, was
placed in receivership Nov. 9 ; while the Central City National Bank, Central
City, Neb., with $132,000 frozen and $66,000 unrestricted deposits, was
placed in receivership Nov. 2.

Below is a list of National banks which consummated their reorganization
plans and were issued licenses to resume business or were granted charters
for new banks to take over the business of the old ones during the first 10
days of November, with frozen and unrestricted deposits:

Deposits,

Location. Name of Bank. Date. Frozen. |Unrestric'd

Idaho—

Lewiston Lewiston National Bank Nov. $962,000| $133,000

Kentucky—
Madisonville

Illinois—
Worden

Farmers National Bank Nov.

$1,217,000, 818,000

First National Bank Nov. $185,000

$3,000

National Bank of Commerce..|Nov.
First National Bank

$616,000
559,000

$134,000
50,000

$1,175,000| $184,000

New York—
Kingston
Haverstraw .
Florida

National Ulster Bank
-|National Bank of Haverstraw.
Florida National Bank

Total

$2,824,000
1,168,000
520,000

$94,000
57,000
9,000

$4,512,000

£160,000

Pennsylvania—
Wilkinsburg

$4,191,000
Freeport

649,000

297,000
41,000
$338,000
N. Hampshire— b
Claremont

Claremont National Bank .. |2 7 81.020,00(}

$102,000
West Virginia— [
Ronceverte First National Bank 5426.00()] $46,000

Maine—

Houlton Farmers National Bank 5725.000_ 338,000

$15,062,0001$1,022,000

At the close of business Nov. 10 1933, there were 385 National banks in
the 48 States and the District of Columbia with approved reorganization
plans. Aggregate frozen deposits of these institutions totaled $382,124,000,
while unrestricted deposits stood at $28,400,000.

The six National banks whose reorganization plans were approved during
the first 10 days of November are shown below, with deposits of each:

Total—13 Banks

Deposits.

Location. Name of Bank. Frozen. |Unrestric'd

Colorado— % _
Fort Collins First National Bank $257,000
Missouri—

First National Bank $215,000 1. $25,000

Michigan—
Crystall Falls National Bank. - |{Nov.
Iron County National Bank...|Nov.

$451,000
736,000

$1,187,000

$16,000
16,000

$32,000

Crystal Falls

Minnesota—
West Concord. .. |First National Bank % $272,000
First National Bank NOV. 143,000

$415,000

$2,475,000

$21,000
15,000

$36,000
$350,000

RECAPITULATION.

Deposits.

Frozen. Unrestricted
$396,308,000/$29,232,000
2,475,000, 350,000

$398,783,000|$29,582,000

Number of banks and deposits Nov. 1
Number of banks and deposits approved Nov. 1
to Nov. 10 inclusive

Number of banks and deposits opened Nov. 1 to
Nov. 10 inclusive

One bank disapproved after being approved. . ..

'I'wol banks with approved plans, declared in-
solvent

$15,062,000( 81,022,000
52,000 10,000

1,545,000 150,000
$16,659,000/ $1,182,000

$382,124,000/$28,400,000

The last previous list issued by the Comptroller, showing
those banks which have been licensed to reopen and which
have had their reorganization plans approved, was given in
these columns on Nov. 4, page 3266.
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Isidor J. Kresel Found Guilty of Abetting in Misuse of
Funds of Affiliate of Bank of United States in
New York.

Isidor J. Kresel, counsel and director of the defunct
Bank of United States, and nationally known attorney, was
found guilty on Nov. 15 of aiding and abetting in the mis-
application of about $2,000,000 of the funds of one of the
bank’s affiliates by a jury in the criminal branch of the
New York Supreme Court. Mr. Kresel’s trial, which began
on Sept. 15, lasted exactly two months. After the foreman
of the jury had announced the verdict, Justice George H.
Taylor, who presided at the trial, released the convicted
lawyer in the $100,000 bail he had furnished on his indict-
ment in February 1931. Sentence will be imposed next
Monday (Nov. 20). The penalty, which must be imposed
under a section of the Penal Law relating to first felony
convictions where penalties are not specifically provided,
is from one to seven years in State prison.

The jury returned the convietion of Mr. Kresel on the
same indietment on which Bernard K. Marcus, President
of the bank, and Saul Singer, a Vice-President of the institu-
tion, had been found guilty in 1932, and on which they
are now serving terms of from three to six years each in
Sing Sing. Noting the outcome of Mr. Kresel’s trial, the
New York “Herald Tribune’’ on Nov. 16 said, in part:

He was convicted on an indictment charging him with wilfully aiding
and abetting Marcus and Singer in the misapplication of $2,009,518 of the
funds of the Municipal Safe Deposit Co., an affiliate of the Bank of United
States. The misapplication, according to the indictment, consisted of the
purchase of 25 shares of stock in the Premier Development Co., another
affiliate, from the Bolivar Corp., a third affiliate. Hundreds of details
concerning the bank’'s affairs and its eventual failure in December 1930
were brought out in the course of the trial, which consumed 38 trial days.

In the course of his career Mr. Kresel has worked in the District Attorney's
office under William Travers Jerome, won fame as a criminal attorney and
conducted the inquiry into the magistrates’ courts three years ago before
Samuel Seabury., He was indicted for perjury in connection with his
testimony in the trial of Marcus and Singer, and cleared of the charge
in June 1932.

In his own trial, just over, the character witnesses who appeared to
vouch for him and his general reputation included Mr. Seabury, Alfred E.
Smith, Mr. Jerome, George W. Wickersham and former Governor Nathan
L. Miller. The testimony was long and confused. The prosecution brought
out, as one of its chief points, that the transaction on which Mr. Kresel's
indictment was based had been severely criticized by Joseph A. Broderick,
State Superintendent of Banks, more than a year before the failure of the
Bank of United States.

Tuesday afternoon Justice Taylor began one of the longest jury charges
on record, requiring eight hours and 41 minutes. He emphasized that the
failure of the bank and the conviction of Marcus and Singer had nothing
to do with the case in hand.

“What ‘happened at the other trial is absolutely immaterial here and
has no evidence value,” he said. *You must decide this case solely on the
evidence you have here before you."

—_—

Reopening of Closed Banks for Business and Lifting of
Restrictions.

.Since the publication in our issue of Nov. 11 (page 3444),
with regard to the banking situation in the various States,
the following further action is recorded:

DISTRICT OF COLUMBIA.

From the Washington “Post’’ of Nov. 14 it is learnt that
more than 1,000 persons received dividend checks from the
Commercial National Bank of Washington, D. C., Nov.
13, when that institution, in receivership since Feb. 28,
began the foregoing payment. The second dividend is 30%
and represents a disbursement of $1,850,000. This divi-
dend was made possible by a loan from the Federal Deposit
Liquidation Board. The paper mentioned went on to say:

On Sept. 27 the bank began payment of a first dividend of 20 %, amount-
ing to $1,030,601.70. Its depositors will have received thus far 50%, or
$2,880,601.70. Total deposits as of Sept. 26 1933, were indicated at
$6,000,000.

FLORIDA.

The directors of the Reconstruction Finance Corporation
have authorized the purchase of $100,000 preferred stock
in the First National Bank & Trust Co.at Orlando, Orlando,
Fla., a new bank organized to succeed the First National
Bank & Trust Co. in Orlando, Orlando,

ILLINOIS.

The Granite City Trust & Savings Bank of Granite City,
Ill., has been authorized to re-open on an unrestricted basis
by the State Auditor of Illinois, according to Chicago advices
on Nov. 13 appearing in the “Wall Street Journal.”

Stockholders of the Continental Illinois National Bank &
Trust Co. of Chicago at a special meeting to be held Deec.
20 next will be asked to vote on a proposition to amend the
bank’s articles of association so that the institution may
sell to the RFC $50,000,000 of its preferred stock to increase
its capital funds by that amount. At the same time the
stockholders will be asked to sign certificates of consent to
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a severance of the Continental Illinois Co. from the bank
to ecomply with provisions contained in the banking law,
Chieago advices to the New York “Evening Post’’ of Nov.

13, from which the foregoing is taken, continuing said:

Stockholders will have the right to subscribe to the new preferred stock
of which there will be 1,500,000 shares with a stated value of $33.33 a
share on a pro rata basis between Dec. 15 and the date of the meeting.
The letter announcing the meeting said the RFC had agreed to buy all
of the stock not subscribed.

Directors of the Continental Illinois National Bank &
Trust Co. approved the proposed sale of $50,000,000 pre-
ferred stock to the RFC at a meeting held Nov. 6. In
noting this the Chicago ‘‘Journal of Commerce’’ of Nov. 7,

said in part:

Stockholders were advised that the par value of the common stock will
be reduced from $100 to $33.33. The number of shares outstanding will
be unchanged, as common capital is being reduced from $75,000,000 to
$25,000,000. Par value of the new preferred stock being subscribed by
the RFC will be $33.33.

The usual practice of the RFC in allocating voting power in such in-
stances is followed. Each share of both classes of stock has one vote, ex-
cept that if two preferred dividends are in arrears preferred shareholders
have twice the number of votes of the common. There will be 1,500,000
shares of preferred outstanding and 750,000 common on consummation of
the recapitalization.

As previously announced the new capital structure of the bank will
consist of $50,000,000 preferred stock, $25,000,000 common and $25,000,000
surplus undivided profits and reserves.

The $50,000,000 reduction in present capital will be used to write down
“‘unsatisfactory assets.”” The capital structure of the bank Oct. 25 1933,
the date of the last national bank call, consisted of $75,000,000 capital,
$25,000,000 surplus and $4,365,230, a total of $104,365,230. . . .

The proposed amendments to the articles of association provide that
the new preferred stock will be entitled to cumulative dividends at the
rate of 5%. It will be non-assessable as will any common stock issue
from now on.

Retirement of preferred from earnings is provided for at the rate of
not less than 5% ($2,500,000) annually. The bank may wait two years
before making initial provisions for preferred retirement, however. Subject
to certain restrictions, no limit is set as to the maximum which may be
retired in any year,

Dividends can be paid on the common only out of net profits after
provision has been made for preferred requirements and as long as pre-
ferred stock is outstanding may not exceed 7% of '‘the sound book value
of the common as shown by examination of the bank by the national bank
examiner,"

Under the new set-up dividend distributions, therefore, will be lim-
ited to $£3,500,000 (7% of $50,000,000 common capital, surplus, undivided
profits and reserves) until book value is increased through earnings or
recoveries from assets heretofore written off. This amount would be equi-
valent to $4.66 a share on 750,000 common.

An exception is provided, however, in which stock dividends may be de-
clared to accomplish retirement of preferred. In order to maintain cap-
ital stock at the full authorized amount, directors may declare stock divi-
dends on common in an amount equal to the preferred to ba retired out of
net profits.

Net profits are to be determined by six months' periods and will be
computed after deducting expenses, interest, taxes, transfers to surplus
required by law, realized losses, charge-offs, and transfers to reserves
(whether from income, undivided profits or surplus) and net loss, if any,
accumulated at the beginning of the period.

Earnings for a given period will include all recoveries on assets pre-
viously charged off or written down or against which reserves have been
set up as may be affected in that period.

The first claim on net profits will be the dividend on the preferred stock;
second, 40% of the balance to be put into a preferred retirement fund
and the remainder will be available for such purposes as directors may
determine.

It is provided that no preferred stock shall be retired if it will reduce
the capital structure below the original $100,000,000 unless approved
by the Comptroller of the Currency.

If, while the RFO holds 25% or more of the preferred stock outstanding
requirements are not met, or provisions of the articles of association vio-
lated, preferred shareholders are empowered to fix the compensation
of directors, officers and employees. In addition they can, under such
conditions, remove officials and replace them with others satisfactory to
the RFC. . .

The Granite City Trust & Savings Bank, Granite City,
I1l., was to reopen on an unrestricted basis, according to
the St. Louis ““Globe-Democrat’ of Nov. 12, which further-
more, said in part:

Permission for reopening on an unrestricted basis was received on Nov,
11 from State Auditor Edward Barrett of Springfield, Ill.

This permission carries approval of the bank’s reorganization plan,
under which depositors waived 50% of their deposits and stockholders
were assassed 50% of their holdings.

Deposits reach about $1,000,000, according to Henry Karandjeff,
Cashier, and the fund from the stockholders' assessment provides an
additional $75,000. Other totals announced by bank officials were:
Capital, $150,000; surplus, $87,500; undivided profits, $35,000.

IOWA.

A plan to consolidate the Cedar Rapids Savings Bank &
Trust Co. of Cedar Rapids, Iowa, and the American Trust &
Savings Bank of that place, to form a new institution with
capital of $200,000 and surplus of $50,000, was tobe presented
to the respective depositors of the institutions on Nov. 17,
according to Cedar Rapids advices on Nov. 10 to the Deg
Moines ‘‘Register,” which continuing said:

Both banks hayve been under Senate File 111 since Jan, 24.

The consolidation plan is contingent upon a Reconstruction Finance
Corporation loan of about $1,500,000 with which to liquidate 509 of
deposits in both banks immediately. A trusteeship would be established
for remaining deposits.

Stockholders in both banks would be assessed 100% and allowed to
subscribe for stock in the new bank,
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The RFC has agreed to purchase $25,000 of preferred stock
in the First National Bank in Hawarden, Hawarden, Iowa,
a new bank which succeeds the First National Bank of
Hawarden.
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KENTUCKY.

The Board of Directors of the Reconstruction Finance
Corporation has authorized the purchase of $100,000 pre-
ferred stock in the Ohio Valley National Bank of Henderson,
Henderson, Ky., a new bank which will succeed the Ohio
Valley Bank & Trust Co., of Henderson.

LOUISIANA.

Reorganization plans for the Citizens’ National Bank of
Hammond, La., were announced on Nov. 9 by the bank’s
reorganization committee. The institution has been operat-
ing under a conservator on a 959% restricted basis since the
National banking holiday in March last. The committee’s
statement, as given in Hammond advices on Nov. 9 to the
New Orleans “Times-Picayune”, from which also the fore-
going is learnt, was as follows:

The reorganization committee of the Citizens’ National Bank of Ham-
mond, La., has secured the approval of the Comptroller of the Currency
of the United States, the Federal Reserve Bank and the Reconstruction
Finance Corporation of plans for the reorganization of the bank as a new
National bank, to be called the Citizens’ National Bank in Hammond, La.

It is planned to organize a new bank having a capital of $50.000 and a
surplus of $10,000, of which capital $25,000 will be in common stock and
$25,000 in preferred stock.

The common stock is to be subscribed locally, 2,500 shares being issued
which will sell for $14 per share, $10 of which will go to capital account,
and $4 to the surplus account.

The preferred stock will be subscribed and paid for by the RFC, which will
then own a one-half interest in the bank and have a voice in the management
of the bank as part owner thereof.

The new bank will on opening pay to the depositors and creditors of
the old bank 50%, inclusive of the 5% previously paid, of each depositor’s
and creditor’s account as it stood on the date the old bank closed, March 3
1933.

In order to make this immediate distribution of funds, the new bank
will take over assets of the old bank in an amount equal to the sum dis-
tributed to the depositors of the old bank, and all remaining assets of the
old bank are to be placed in the hands of three depositors, as trustees, who
will administer these assets for the benefit of the depositors so that the
quickest and largest possible distributions may be made on the balance
due. Messrs. Everett Spraker, Lawson Hicks and Sam Locascio Jr., have
accepted and have received the approval of the Comptroller's office as
such trustees,

The plans as above outlined have been approved by the various govern-
mental agencies, the reorganization committee and the depositors’ com-
mittee after careful study thereof.

The new bank, when the reorganziation has been completed, will be a
member of the Federal Reserve System, and as a duly licensed National
bank will receive the benefit and privileges accorded all National banks
by the recent Acts of Congress. . . .

MAINE.

With reference to the affairs of the Merrill Trust Co. of
Bangor, Me., advices to the New York “Times” from
Augusta, Me., on Nov. 12 contained the following:

Governor Brann of Maine issued a call to-night for a special session of
the Legislature Tuesday (Nov. 14), ‘‘to consider the granting of such
charters and such general legislation as may be necessary to permit banks
to become members of the Federal Reserve System,”

The special session was called to ‘‘co-operate’” with stockholders of the
Merrill Trust Co. of Bangor, which has made application.for membership
in the Federal Reserve System. The plan, endorsed by the stockholders
and approved by the Reconstruction Finance Corporation and the Federal
Reserve System, calls for the granting of a new charter to the Merrill
Trust Co. and the formation of a mortgage company, and will prevent
Josses to any of the trust company’s depositors, the Governor stated.

Governor Brann explained that the RFCO would invest $2,000,000 in
preferred stock of the trust company and more than $3,000,000 in the
mortgage company. The corporation and the Reserve System ‘‘will act
mmediately upon the granting of the charters by the Legislature.”

MARYLAND.

On Nov. 9 the Federal Reserve Board and a group of
officials of the Union Trust Co. of Baltimore, Md., agreed
upon plans for the reorganization and reopening of the institu-
tion and for its admission to membership in the Federal
Reserve System. Announcement to this effect was made
on the date named by Benjamin H. Brewster Jr., President
of the trust company, following a final conference at the
Treasury. The reorganized bank proposes to resume opera-
tions on an unrestricted basis within two weeks and well
before the Federal law guaranteeing bank deposits goes into
effect on Jan. 1. Washington advices on Nov. 9 to the
Baltimore “Sun,” authority for the foregoing, continuing
said:

‘The Reserve Board approved the application of the bank for membership
upon condition that its reorganizers contribute $500,000 of new capital.
This was agreed to and the money will be raised by the sale of capital notes
of the trust company which, however, will be subordinate to the certificates
of deposits to be issued to depositors under the new plan.,

Upon reopening, the trust company immediately will release 20% of
their money to the 70,000 depositors of the old company with the promise
of a release of a second 20% at a later date,

The conference to-day (Nov. 9) was participated in by the members
of the Reserve Board and by Mr. Brewster, H. Webster Smith and Walter
H. Buck, on behalf of the company. All technical objections to the re-
organization plan were promptly removed and, when assurances were given
that the additional capital would be provided, the Board announced that
the plan was acceptable.
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Upon conclusion of the conference Mr. Brewster prepared the following
statement before leaving the Treasury and immediately thereafter made it
public:

“At a conference to-day (Nov. 9) with the Federal Reserve Board all
legal details relating of the reopening of the Union Trust Co. under the
plan of reorganization some time ago presented were agreed upon, and the
application of the trust company for membership in the Federal Reserve
System has been approved by the Board upon the condition that $500,000
of additional capital be raised by the sale of capital notes of the trust
company, subordinate to the certificates of deposit to be issued to depositors
under th2 plan.

“Mr. Brewster stated that the trust company would at once proceed to
obtain subscriptions to the capital notes and when the subscription is
completed the trust company will reopen on an unrestricted basis. It is
confidently hoped that this will be done within two weeks.

“Regardless of the delay incident to the consummation of the reopening
plan, Mr. Brewster stated that it was justified by the result, as the trust
company will be opened on an unrestricted basis and be a member of the
Federal Reserve System at that time the Federal law relating to the guar-
antee of bank deposits goes into effect on Jan. 1 1934.

“The trust company deposits, including the 409% certificates of deposit
issued under the plan, will thus be protected in the same manner and to
the same extent as deposits in National banks."

Concerning the Central Trust Co. of Maryland of Fred-
erick, Md., the Baltimore “Sun’’ of Nov. 10 contained the

following:

A committee of depositors of the Central Trust Co. of Maryland, with
headquarters at Frederick, has submitted a tentative plan of reorganization
to the State Bank Commissioner, John J. Ghingher, it was announced
yvesterday (Nov. 9). Mr. Ghingher said he had given this plan consideration
and had submitted certain suggestions. Within the next week or 10 days
he expects the complete and final plan will be filed at his office.

MICHIGAN.
The “Michigan Investor’” of Nov. 11 had the following
to say regarding the affairs of the Union Guardian Trust Co.
of Detroit:

The reorganization plan of the Union Guardian Trust Co., whose troubles
precipitated the bank holiday (last February), is ready for presentation
to the Reconstruction Finance Corporation by George H. Kirschner, State
conservator in charge of that institution.

The trust company’s reorganization must have the approval of the
RFO, despite the fact that the organization is a State institution. The RFC
is the largest creditor of the institution, still having due 511.200:000 on
a loan made more than a year ago. The loan is secured by dpproximately
$31,000,000 in assets of the company.

Mr. Kirschner has informed the RFC that the reorganization convem-
plates that the company will remain entirely out of the banking business.
It would function strictly as a trust company. "

According to the plan to be presented to the RFC, the fiduciary busx.nws
of the company never was in jeopardy, before or after the banking holiday
was proclaimed last February. At that time the class A (fiduciary) accounts
totaled $5,031,000, and at the present time these accounts total $5,089,000,
a slight increase. Mr. Kirschner cites this as an indication of the public
confidence which continues in this institution.

The fiduciary business has an earning power of $1,250,000 a year.

In the banking department of the Union Guardian Trust Co. a deposit
liability of $24,000,000 has been set up, which sum, plus the RFC indebted-
ness, swells liabilities to $35,200,000. Against this liability are assets
with a book value of $43,000,000, including the $31,000,000 held as security
for the loan made to the RFC. Release of these assets is requested to effect
the reorganization.

The plan calls for creation of a trust fund to handle all assets of the com-
pany, excluding the fiduciary accounts, which have at all times been segra~-
gated, and will remain separate from the other funds under the plan.

It is also provided that stock in the reorganized company shall be sold
only to depositors, who would benefit from the liquidation of a§sets in the
banking department of the company and also from the earnings of the
newly organized company derived from the operation of the fiduciary
division.

We learn from the “Michigan Investor” of Nov. 11 that
the reopening of the O’Donald State Bank of Howard City,
Mich., under the new title of the Howard City State Bank,
is scheduled for Nov.27 and that the officers of the reorganized
. . . . . . . - L
institution will be as follows: William H. Collins, Pres1d<?nt.
Sidney Reynolds, Vice-President, and C. L. Crimmins,
Cashier.

That the First National Bank of Monroe, Mich., would
reopen to-day, Nov. 18, is indicated in the following dis-
pateh from that place on Nov. 9 appearing in the Toledo
“Blade’:

Reopening of the First National Bank here has been set tentatively for
Nov. 18. It has been closed since March 6. Immediate payment of 50%
of the depositors’ claims is planned.

MONTANA.

The First National Bank of Conrad, Mont., is being
liquidated with P. C. Kivilin of Big Sandy, Mont., as
receiver, according to the “Commercial West” of Nov. 11,
which added:

The bank was established in 1910 and has been operating under restric-
tions since March 4. W. C. Brown, President, has been in_charge_as
conservator,
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NEW JERSEY.

The Orange First National Bank, Orange, N. J., organ-
ized to succeed the Orange National Bank, opened on
Thursday of this week, Nov. 16. It ended its first day’s
business with $229,128 in new deposits. Withdrawals from
deposits transferred from the old Orange National to the
new institution totaled $12,695, M. Raymond Riley,
Executive Vice-President of the bank, reported. A dispatch
to the New York “Times” from Orange on Nov. 16, from
which the above information is obtained, continuing said:
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Depositors in the Orange National, which operated on a restricted
basis after the banking holiday, can withdraw 55% of their deposits in
the old bank from the Orange First National, less the amounts that they
subscribed for stock in the new institution. The Orange First National
is capitalized at $300,000, with a surplus of $75,000.

While Frank J. Murray, Mayor of Orange is President
of the new institution, its banking affairs will be econducted
under the direction of M. Raymond Riley of Maplewood,
N. J., as Executive Vice-President, according to the Newark
“News” of Nov. 13, which had the following to say in regard
to Mr. Riley’s career:

Mr. Riley was born in Orange and is a graduate of Orange High School
and of Cornell University. He entered the employ of Brown Bros. & Co.,
New York, after graduation and continued with that firm and its suc-
cessor, Brown Bros., Harriman & Co., until a few months ago, when
he resigned to accept the bank office.

NEW YORK STATE.

James J. Munro of Richmond Hill (Borough of Queens),
N. Y., was notified Nov. 15 by J. B. C. O’Connor, Comp-
troller of the Currency, that he had been named receiver for
the Richmond National Bank of New York, which has been
closed since the bank holiday in March. Frank J. Lang has
been conservator of the institution. It is believed a new bank
may be organized to take over the old one, which has some
21,000 depositors and assets of about $2,800,000. The
New York “Times” of Nov. 15, in reporting the matter,
went on to say:

Approximately 1,700 depositors held a meeting last night. Mr. Lang
told them that large debtors of the bank had balked efforts to reorganize
it. He said that of $800,000 in loans outstanding at the time of closing
only about one-third had been collected. Martin A. Meyer, Chairman
of the depositors’' committee, and Mr. Munro also addressed the group.

The new organization of the Kings Park National Bank,
Kings Park, L. I., has been approved by the Comptroller
of the Currency, Austin C. Goodier, conservator of the
bank, announced on Nov. 10. Mr. Goodier added that the
Comptroller had approved also the new directors. They
will be Judge John F. Kelly, State Senator George L.
Thompson, Sol Holdberg, Albert Gehres, Charles V. Platt,
Frank Novak, J. W. Smith, William Resiert, Elias Patiky
and Dr. Reginald Steen. Advices from Kings Park to the
New York “Times,” from whieh this is learnt, added:

Depositors will be asked now to sign waivers, Mr. Goodier said, and
$20,000 new capital must be raised by Dec. 1 to insure opening of the bank.
It is believed the 1,500 depositors will obtain $213,000 of the $355,000
tied up since March 4. The plan approved calls for a new bank with $50,000
capital and $10,000 surplus.

Announcement was made in Yonkers, N. Y. on Wednes-
day of this week, Nov. 15, that efforts to complete the capital
organization of the new First National Bank in Yonkers
which is to supplant the First National Bank & Trust Co.
of Yonkers now being operated on a restricted basis had
met with success and an opening date for the new institution
was expected to be set in a few days. Only Government
confirmation of the execution of proofs of claim and sub
seription to stock is now necessary. Yonkers advices to the
New York “Herald Tribune” on Nov. 15, from which the
above information is obtained, furthermore said:

The plan to open the bank, which was drafted with the aid of Samuel
Untermyer, calls for subscription to stock by depositors in the restricted
institution and 7,400 of the old 28,000 have complied with this suggestion
so that the bank will have a $300,000 surplus and the same amount in
capital. Since the assets of the old bank, which had more than $11,000,000
in deposits are liquidated, dividends to depositors will be declared. The
first 109 dividend will be turned over to the new bank and after that
will be given directly to the depositors. .

The first 10% dividend will bring the surplus of the new bank to about
$1,150,000, according to the plan. The Government bonds with actual
cash on hand and other immediately liquid assets held by the old bank
will form the nest egg of the new. The new organization is to be owned
and controlled by the depositors.

Frank Xavier, former publisher of “The Yonkers Herald,"” is President
of the new bank,

PENNSYLVANIA.

On Nov. 7, the Reconstruction Finance Corporation
authorized the purchase of $50,000 of preferred stock in the
Blairsville National Bank of Blairsville, Pa. The institution
is a new bank which is to succeed the Blairsville National
Bank. Purchase of the stock is contingent upon the sale
of an equal amount of common stock.

Concerning the affairs of the First National Bank of
Braddock, Pa., and the First National Bank of Crafton, Pa.,
the Pittsburgh “Post-Gazette”” of Nov. 10 carried the
following:

Two more National banks in this district are expected to reopen within
a few weeks, free'ng an additional $1,500,000 in deposits. Stock sales
required for reorganization have been completed by the First National
Bank of Braddock and the new Crafton National Bank.

At Crafton nearly $400,000 will be made available to depositors, and at
Braddock approximately $1,100,000.

In both new banks many of the depositors became stockholders by
waiving portions of their freed savings. Stock in the new bank at Braddock
was largely oversubscribed, more than 1,000 residents of the borough
becoming stockholders. The new institution will make available 65% of
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the deposits. At Crafton 60% of the deposits in the old First Nationa
Bank of Crafton will be freed.

The Board of Directors of the RFC has authorized the
purchase of $300,000 preferred stock in the Sixth-South-
western National Bank of Philadelphia, Pa., a new bank
which is to succeed two Philadelphia banks—the Sixth
National Bank and the Southwestern National Bank.

We learn from the Pittsburgh ‘“Post-Gazette’” of Nov. 15
that the State Bank of Elizabeth, Pa., will be replaced
shortly by a new bank, which will assume 100% of the
deposits of the old institution. Its opening will release
approximately $700,000 in deposits. The paper mentioned
continued:

Its stock selling campaign has been completed and the new institution
will have capital, surplus and undivided profits of $130,000, according
to L. M. Beatty, Cashier. The (old) bank has been progressing even
under restrictions, Mr. Beatty stated, and now has accdunts deposited
since the holiday of $155,000.

VIRGINIA.

Associated Press advices from Richmond, Va., on Nov. 10
in regard to the affairs of the closed American Bank &
Trust Co. of Richmond had the following to say:

Manager J. K. Daughton of the Richmond branch of the Reconstruction
Finance Corporation yesterday (Nov. 9) said appraisal of the assets of the
closed American Bank & Trust Co. would be given preferred attention
to ‘‘the exclusion of other matters."

His statement followed announcement from Washington that four
Richmond members of the deposit liquidation committee for Virginia
would be debarred under the law from appraising the bank’s assets. The
legal department of the RFC ruled that no local banker could act in apprais-
ing the assets.

The bank receivers seek an $8,500,000 loan on its assets to pay preferred
claims and 50% on deposits.

WEST VIRGINIA.

Under a new charter and with new capital and surplus
the First National Bank at Ronceverte, Ronceverte, W. Va.,
opened for business in full on Nov. 6, according to advises
from that place to the Washington “Post,”” which added:

Bearing the old name in slightly changed form, the new institution
succeeds to all the business of the old, assuming deposits of the former
on a 100% basis. It has qualified for deposit insurance when that becomes
effective January 1.

ITEMS ABOUT BANKS, TRUST COMPANIES, &c.

The transfer of two New York Stock Exchange member-
ships was arranged this week, the first on Nov. 13, at
$110,000, an increase of $15,000 over the sale of Nov. 2
and the second at $120,000 on Nov. 14. The previous
transaction was at $95,000, on Nov. 2.

AT

The membership of David M. Minton, Jr., in the New
York Cotton Exchange was sold Nov. 13 to Ira Haupt for
another for $16,500. This was an increase of $500 over the
last sale. On Nov. 15 the membership of Waldo R. Pauls
was sold to Jerome Lewine for another for $17,500.

Harold Mayer Lehman, a partner in the private banking
firm of Lehman Bros., New York, died on Nov. 14, in
Mount Sinai Hospital. He was operated on for appendi-
citis on Oct. 31 and shortly after developed pneumonia,
which was followed by a heart attack on Nov. 11. Mr.
Lehman, a nephew of Governor Herbert H. Lehman of
New York, was 44 years old. Following his graduation in
1912 from Cornell University Mr. Lehman entered the em-
ploy of Lehman Bros., becoming a partner a few years
later. At the time of his death he was also Vice-President
and director of the Lehman Corp., and a director of the
Anchor Cap & Closure Corp., Anchor Cap Corp., Employers
Reinsurance Corp., Hahn Department Stores, Inc., Jewel
Tea Co., Inc., National Dairy Produects Corp., Phoenix
Hosiery Co. and U. S. Leather Co.

st e

Reginald Roome, President of Excelsior Savings Bank,
New York, announced on Nov. 16 the appointment of
Everett Smith, former Secretary, who has been connected
with the bank since 1904, as Second Vice-President and
Comptroller, to succeed the late Arthur Plage, who died
last month. Cordt G. Rose, former Assistant Secretary,
has been appointed Secretary; Jacob DeRoze, Assistant
Secretary and Miss Cathryn V. McCarthy, Assistant to the
President. Announcement is also made of the election of
Douglas Gibbons, President of Douglas Gibbons & Co., as

a Trustee of the bank.
—

Complying with the Glass-Steagall Banking Act of 1933,
which provides that no member of a firm engaged in the
marketing of securities shall hold membership on the board
of a National bank, Gayer G. Dominick resigned on Nov. 14
from the board of directors of the National City Bank of
New York at the regular weekly directors’ meeting. In
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accepting the resignation, the members of the National City

board expressed their regret. Mr. Dominick, who heads

the stock exechange firm of Dominick & Dominick, became

a member of the board when the Bank of America was

acquired by the National City in 1931, and had previously

served as a director of the Bank of America since 1925.
—_—,——

The Rockefeller Center branch of the Chase National
Bank of New York opened for business on November 15.
The new branch is located in the 70-story RCA Building,
the central structure and largest unit in the Center, and
accupies quarters on the main floor, mezzanine and basement
at the corner of Rockefeller Plaza and 49th Street. Richard
H. Mansfield is Manager of the new branch and James J.
Rogers is Assistant Cashier. A safe deposit vault has been
installed in the branch by The Chase Safe Deposit Co.

—_——

Columbus O’Donnell Iselin, formerly a senior partner of
the banking firm of A. Iselin & Co., New York, died at
his home November 10, of pneumonia. He was 82 years old.
Mr. Iselin was a son of the late Adrian Iselin, founder of
A. Iselin & Co. He was associated with the banking house
for more than 40 years, retiring in 1920, but still maintained
his office there. At the time of his death Mr. Iselin was an
officer and director of many corporations. He was director
of the Alleghany & Western Railway Co.; Clearfield &
Mahoning Railway Co.; Mahoning Valley Railroad Co.
and the Reynoldsville & Falls Creek Railroad Co.; a trustee
of the Bank of New York & Trust Co.; a director of the
Manhattan Storage & Warehouse Co., and Manhattan Safe
Deposit Co.; President and director of the Codi Corp., and
New Rochelle Homestead Co.; Vice-President and director
of Helvetia Realty Co., Interlaken Realty Co., Neptune
Realty Co. and Two Lakes Corp.

—_——

Announcement has been made by Irving Trust Co. of
New York that its Compound Interest Department, in
which are handled ‘“Thrift’’ accounts, will be discontinued
after Nov. 30. Interest on its present ‘“Thrift’”’ accounts
will cease after that date. “We began handling accounts of
this character,”” it was said at the company’s headquarters
at One Wall Street, ‘“‘some years ago at several of our offices
in neighborhoods where savings bank facilities were not so
conveniently available as they have since become. Many
of our customers found it a convenience to keep compound
interest accounts with us.”” It was added:

Inasmuch as savings banks, which are organized primarily to handle this
class of business, are now situated reasonably near all our banking offices,
we feel we can discontinue this service without inconvenience to the public.

—

The Comptroller of the Currency: on Noy. 4 issued a char-
ter to the National Bank of Florida, Florida, N. Y., with
capital of $50,000. The new bank succeeds the Florida Na-
tional Bank of that place. Calvin C. Crawford is President
and Clinton IZ. Mars, Cashier, of the new institution.

—_—

On Nov. 6 the Farmers' National Bank in Houlton, Houl-
ton, Me., was chartered by the Comptroller of the Currency.
The new institution is capitalized at $100,000, of which
$50,000 is preferred stock and $50,000 common stock. R. H.
Britton and S. D. McElwee are President and Cashier, re-
spectively, of the new Lank.

e —

Phe Claremont National Bank of Claremont, N. H., was
chartered by the Comptroller of the Currency. The new in-
stitution is capitalized at $100,000, and succeeds the Clare-
mont National Bank. IFrancis W. Johnston and Geo. N, Bar-
rett are President and Cashier, respectively, of the new
institution.

e p P

Dr. William D. Gordon, State Secretary of Banking for
Pennsylvania, announced on Nov. 10 the following payments
to depositors in two closed Pennsylvania banks, namely, the
Farmers' & Merchants’ Bank of Dillsburg and the People’s
Savings & Trust Co. of Duryea, Duryea, as reported in the
Philadelphia “Ledger” of Nov. 11:

The 1,182 depositors of the Farmers® & Merchants' Bank, Dillsburg, will
receive a fifth payment of 7%% Nov. 21. Including the payments just
announced, these depositors will have received 60%, or $140,964, against
a deposit liability of $234,941.

The People’s Savings & Trust Co. of Duryea, Duryea, will make a third
payment of 59% to its 3,759 depositors Nov. 21. The payment will total
322,451, Including the payment just announced, the total amount of money
distributed by this bank so far is $89,800, or 20%,

HL T e,

The First National Bank of I'reeport, Freeport, Pa., was
chartered by the Comptroller of the Currency on Nov. 4. The
new bank is capitalized at £50.000, made up of $25,000 pre-
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ferred stock and $25,000 common stock. H. C. Brenneman
and R. L. Briggs are President and Cashier, respectively, of
the new institution.
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SN
Effective Sept. 14 1933, the First National Bank of Spring-
ville, Pa., with capital of $25,000, was placed in voluntary
liquidation. The institution was absorbed by the First &
Farmers’ National Bank of Montrose, Pa.
e

The First National Bank in Ronceverte, Ronceverte, West
Va., was granted a charter by the Comptroller of the Cur-
rency on Nov. 8. The new institution, which succeeds the
First National Bank of Ronceverte, is capitalized at $50,000,
consisting of $25,000 preferred stock and $25,000 common
stock.

e

C. Sterling Smith, former President of the defunct Stand-
ard Trust Co. of Cleveland, Ohio, and Dale T. Winslow, the
bank's former Auditor, were found guilty of embezzlement
of the institution’s funds in a verdict returned by Judge
Arthur H. Day of the Court of Common Pleas on Oct. 26.
Judge Day found the defendants builty under two counts,
namely, that they had embezzled $4,813.29 contrary to the
provisions of the State code against embezzlement and that
they had violated the general banking statute by embezzling
$14,439.89. In reporting the matter, the Cleveland “Plain
Dealer” of Oct. 27, continued, in part:

In raising Smith’s bond, pending the outcome of a motion for a new trial,
from $£10,000 to $20,000 and Winslow’s bond from $5,000 to $12,500, Judge
Day pointed out that under the first count they were subject to imprison-
ment from one to seven years, and that under the second count they might
be imprisoned for 80 years or fined $10,000, or both.

Then he ordered deputy sheriffs to ‘‘take the prisoners away.” Within
an hour from the time the verdict was returned at 4 p. m., the United States
Fidelity & Guarantee Co. had furnished the required bonds, however, and
Smith and Winslow were on the street. But they spent an hour in
County Jail.

e N e

We learn from the Chicago “News' of Nov. 10 that Frank
J. Cimral, receiver of the defunct Bowmanville National
Bank of Chicago, I1l., on that date began payment of a
first dividend of 10% to all creditors who had proved their
claims.

—_—

On Nov. 9 State Auditor Barrett of Illinois announced
that a second 509 payment to depositors of the Citizens’
State Bank of Deerfield, Ill., according to the Chicago
“Tribune’” of Nov. 10, which added:

Checks for the amount, are now being mailed. The first 50% dividend
was paid in December last year. The bank closed in June last year.
o

Melvin A. Traylor, President of the First National Bank
of Chicago, Chicago, I11., following a meeting of the directors
of the bank, held Nov. 10, announced that the Board adopted
a resolution expressing its approval of the Government’s pro-
gram for increasing the capital structure of the banks of the
country through the issue of preferred stock or capital de-
bentures, and directing the Executive Committee and the
officers of the bank to take the necessary action looking
toward the submission of the question of increasing the capi-
tal structure of the First National Bank by the authorization
of an issue of preferred stock—the question to be submitted
to the stockholders probably at their next annual meeting in

January. The statement issued by the bank went on to say :
Mr. Traylor stated that the amount of such authorization in his opinion
would not exceed £15,000,000, Whether the stockholders will be asked
{0 waive their pre-emptive right to subscribe to any issue of preferred
stock which may be offered by the bank is undetermined. The executive
committee with the officers of the bank are to make recommendations to
the Board on these aand other points of detail at a subsequent meeting.

Mr. Tralyor stated that any issue of preferred stock does not contem-
plate any adjustment of the bank’s present structure, consisting of $25,-
006,000 capital anad $15,000,000 surplus.

e —

State Auditor Barrett of Illinois has announced that a
10% dividend, aggregating $27,000, had been authorized for
payment to the depositors of the Chatfield Trust & Savings
Bank of Chicago, according to the Chicago “Tribune” of
Nov. 8, which added :

This is the second payment and brings the total distributed since the bank
closed, June 22 last yvear, to 25%.

— e

William S. Knudsen, Executive Vice-President of General
Motors Corp. has been elected a director of the National
Bank of Detroit, Detroit, Mich., to fill a vacaney, according
to advices from that city on Nov. 15 to the ‘“Wall Street
Journal.”

—_——

The resignation of Walter L. Dunham as President of the
Detroit Savings Bank of Detroit, Mich., was accepted by the
directors of the institution at their regular monthly meeting
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on Nov. 7, it was announced by John M. Dwyer, Chairman of
the Board. Mr. Dunham’s resignation, tendered the previous
week, will become effective on Dec. 31. He will continue
active direction of the institution until that date.

Mr. Dwyer at the same time announced the promotion of
Wilson Fleming to Executive Vice-President of the institu-
tion, to take effect immediately, and the appointment of
Sidney T. Miller Jr. as Chairman of the Executive Commit-
tee. Mr. Miller is the third generation of his family to have
an intimate connection with the Detroit Savings Bank, while
Mr. Fleming has been in the employ of the institution for 29
years and is well known in Detroit and Michigan banking
circles. The Detroit “Free Press,” from which the foregoing
is learnt, continuing, said, in part:

Mr. Dunham’s resignation from the post he had held since coming to the
bank in November 1927, came as a surprise to the financial community a
week ago. A forceful character in Detroit and Michigan banking circles
for many years, his name became identified with the bank to an unusual

degree,

The Savings Bank executive declared his sole reason for resigning was
consideration for his health and a desire to take a complete rest after close
application to his duties for many years.

A letter evidencing the acceptance of Mr. Dunham’s resignation and signed
by Mr. Miller as Secretary of the Board, reads in part as follows:

“ . . On behalf of the Board of Directors and of its individual mem-
bers, I wish to express our deep appreciation of the conscientious devotion
you have given the affairs of the bank at all times since your advent here,
and most particularly your fine courageous work during the troublesome
days last winter and spring, which played such a large part in helping this
bank to render satisfactory service when it was temporarily called upon to
do all of the banking business of the City of Detroit.”

e

A dispatch from Cedar Radips, Towa, on Nov. 8 to the Des
Moines “Register,” stated that Judge A. B. Clark on Nov. 7
authorized the Farmers' & Merchants’ State Bank of Marion,
Towa, to make a 109% payment to its depositors, bringing the
total paid out to 85%. A 50% payment was made March 3

1932, and a 25% payment Sept. 15 1932, it was stated.

RPN
Henry Grass, President of the People’s Bank of Hermann,
Mo., and a pioneer Missouri banker, died in St. Louis, Mo.,
on Nov. 9 following a prolonged illness.
Mr. Grass was interested in a number of other banks in
Missouri and was a pioneer in organizing banks in small

Missouri towns. He was 72 years old.
—_——

United Press advices from Clinton, N. C., on Nov. 10
stated that checks totaling $12,500 were being mailed
on that day to the 900 depositors of the closed Bank of Clinton
by R. H. Stevens, liquidating agent. The checks represented
the third dividend payment, one of 109, and one of 5% having
been made already, it was stated.

—_—

The Security National Bank of Greensboro, N. C., on
Nov. 2 was authorized by the Comptroller of the Currency
to establish a branch in High Point, N. C. Associated Press
advices from Greensboro, on Nov. 4, reported N. S. Calhoun,
President of the Security National Bank, as saying that the
High Point branch would probably open within the next 10
days or two weeks. The Security National Bank has its
home office in Greensboro and branches in Raleigh, Wil-

mington and Tarboro.
——

Effective Nov. T 1933, the Citizens’ National Bank of Gas-
tonia, N. C., was placed in voluntary liquidation. The insti-
tution, which was capitalized at $500,000, was succeeded by
the Citizens' National Bank in Gastonia.

e

The Mercantile National Bank of Miami Beach, Miami
Beach, Fla., with capital of $100,000, was chartered by the
Comptroller of the Currency on Nov. 6 last. The institution
represents a conversion of the Mercantile Bank & Trust Co.
in Miami Beach.

s L ¥
The directors of the Hibernia National Bank in New Or-
leans, New Orleans, La., at their regular meeting, on Nov. 8,

elected the following officers: Paul Villoro, W. B. Machado,
R. G. Fitzgerald, E. I'. LeBreton, J. M. O. Monasterio and
W. W. Pope, Assistant Vice-Presidents; A. C. Lapeyre,
Assistant Trust Officer, and R. J. Druhan, Frank J. Swain
and R. F. Schwaner, Assistant Cashiers.

President A. P. Imahorn, in making the announcement,
said:

The continuous growth which our bank has enjoyed since its Nationaliza-
tion, on May 22 last, thanks to the confidence and co-operation of our stock-
holders, customers and loyal friends, has rendered imperative the substantial
enlargement of our official personnel.

According to the pro forma statement issued when we opened as a National
bank less than six months ago, our deposits at that time were $14,121,120.46.
In response to the recent call from the Comptroller of the Currency, our
statement of Oct. 25, which was published in the local press, exhibited
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deposits of $23,411,391.32. This is a gain of more than $9,000,000, or
better than 65%, and our deposits to-day are still larger than that figure.
Necessarily, this increase in business multiplies the detail required to com-
fortably and satisfactorily serve our old and new customers, so we have
added materially to our official family, confident that this development
will meet the approval of the community in general and our clientele in
particular.

In addition to those just elected, the officers of the Hi-
bernia National Bank are as follows:

R. S. Hecht, Chairman of the Board; A. P. Howard, Chairman of the
Executive Committee; A, P. Imahorn, President; J. H. Kepper, Executive
Vice-President ; Bernard McCloskey, Vice-President; Fred W. Ellsworth,
Vice-President ; Willis G. Wilmot, Vice-President ; G. W. Owen Jr., Cashier ;
Louis V. DeGruy, Trust Officer.

—_——

Under date of Oct. 81, the First National Bank of Idaho,
of Boise, Idaho, was authorized by the Comptroller of the
Currency to maintain the following branches, all in that
State:

City of Rupert, Minidoka County ; City of Buhl, Twin Falls County ; City
of Nampa, Canyon County; Village of Meridian, Ada County ; City of Cald-
well, Canyon County ; City of Emmett, Gem County; City of Weiser, Wash-
ington County.

—_——

The Bank of America National Trust & Savings Associa-
tion (head office San Francisco) of California and its associ-
ated State bank, announced on Nov. 10 that it would increase
the pay of 1,100 of its employees on Dec. 1. In making the
announcement, L. M. Giannini, Senior Vice-President,
pointed out that the present salary adjustment is the second
of its kind in recent months and is in line with the bank’s
previously announced policy of restoring salaries to a normal
basis as general conditions and earnings continue to improve,
and its desire to co-operate with the National Administra-
tion’s program of increasing the volume of business by im-
proving the purchasing power. The statement issued by
the bank continuing said:

The full amount of the increase for the month of December will be
paid on Dec. 15, in order to provide employees with these extra funds for
Christmas shopping to stimulate the volume of holiday trade.

The present revision, placing the salaries of 77% of the institution’s
personnel on the normal pre-depression basis of pay, is made possible by
the substantial and sustained improvement in the bank's earning record.
Between the call dates of Sept. 30 1932 and Oct. 25 1933, a period of
approximately a year, the combined banks earned $8,078,356 from which
$1,550,000 was paid in dividends. During the same period total deposits
increased $35,799,275, and 364,416 new accounts were opened.

—_—

Placerville National Bank, Placerville, Calif., became a
part of the Bank of America organization (head office San
Francisco), on Nov. 4. An announcement in the matter by
Will F. Morrish, President of the State-wide branch banking
institution, said:

Members of the staff of the Placerville National Bank will join the per-
sonnel of the existing branch of the Bank of America at Placerville on Mon-
day (Nov. 6). Rolon T. Irish, who has been Cashier of the local Placerville
institution, has been appointed an Assistant Manager of the Bank of America
Placerville branch, which is in charge of Guy E. Wentworth, Vice-President
and Manager. All members of the local bank’s Board of Directors will
become members of the Bank of America’s Placerville Advisory Board.

Control of the Placerville National Bank, which was founded in 1926, has
been held for some time by Transamerica Corporation, which owns the Bank
of America.

—_—

The appointment of W. R. Fawcett as a Vice-President and
a director of the Seaboard National Bank of Los Angeles,
Calif., was announced on Nov, 6 by K. 1. Carver, President
of the institution. Mr. Faweett was formerly President of
the Hollywood National Bank of Los Angeles, Hollywood,
Calif., which was merged recently with the Seaboard Na-
tional Bank interests and is now operated as a branch of
the Seaboard National Bank. The Los Angeles “Times” of
Nov. 7, from which the foregoing is learnt, continuing, said:

Prior to assuming the direction of the Hollywood National, he was associ-
ated with the Pacific Olay Products for a number of years. He is a director
of the Los Angeles County Independent Bankers’ Association and was a
director and member of the Executive Committee of Western Air Express
for several years after the company was founded.

Mr. Fawcett, according to the announcement, will divide hiis time betwen
the new Hollywood office and the main office of the Seaboard National.

v

(B30 IIgly-IIutclunson and A. d’A. Willis were recently ap-

pointed directors of the Westminster Bank, Ltd., London.

CURRENT NOTICES.

—Baron G. Helbig & Co., 60 Broad St., New York, announce the
monthly publication of a quotation sheet of approximately 125 bond issues
underwritten by S. W. Straus & Co.

—Allied Distributors, Inc., 63 Wall 8t., this city, is distributing a lis
of ten public utility operating company preferred stocks, currently selling
between 12 and 20.

—Courts & Co., members New York Stock Exchange, of Atlanta, Ga.,
have moved their offices to 11 Marietta St., where they occupy the ground
floor space.

—W. C. Gibson & Co., Chicago, announce the removal of their offices
to the Continental Illinois Bank Building, 231 8. La Salle St,

~—J, SiBache_& Co, have published a circular on the gold stocks.
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Annual Address of President of Association, Frank M.
Gordon—Reports Almost Complete Stoppage of
Security Offerings As Result of Passage of Federal
Securities Act—Amendment Asked in Interest of
National Recovery.

The effect on the investment banking business of the
enactment of the Federal Securities Aet was pointed out by
Frank M. Gordon in his annual address as President of the
Investment Bankers’ Association of America, delivered at
the opening of the annual convention of the Association at
Hot Springs, Va., on Oct. 30. The result of the passage of
the Act, said Mr. Gordon, “has been an almost complete
stoppage of new general market corporate underwritings for
capital improvement, and an embarrassment to refunding
and readjustment of old issues.”” “It is obvious,” Mr.
Gordon commented, ‘‘that capital goods production must
and wil be provided for. Such production can in the main
be financed only by the credit process, for before industry
can hire workers it must first hire eredit, ‘and capital goods
production requires long-term credit. Hence to employ
long-term eredit in order that industry may employ more
workers, industry must seek the courses of investment funds
from individual and institutional investors who ordinarily
supply such credit.”’

Mr. Gordon declared that ‘‘the gravest obstacles in the
practical operation of this law are contained in the indefinite
liabilities which are imposed upon industry and upon security
dealers.”” He further said:

The burden of proof is put upon the defendant to sustain the defenses
which are given to him under the Act. From the long-established legal
doctrine of presumptive honesty, the law has made a swing toward pre-
sumptive guilt and seems to conclude that makers and sellers of securities
are presumptively corrupt. I make this assertion, not only as to the language
of the Act itself, but on the character of registration statements being
required under it.

Mr. Gordon asserted that “the Federal Securities Act
should be modified, so that the liability sections are made
reasonable, and the complex procedure involved in registra-
tion simplified.”” “Let no one,’’ said Mr. Gordon, “make a
mistake with regard to our position. We are, as we always
have been, for an effective law. Our recommendation is
made with a full acceptance of the spirit and purpose of the
Aect, and the sole purpose of such modification would be to
make the Act workable, and thereby increase its effective-
ness. All we ask is that this Act be so amended as to enable
us to do our part in the interest of National recovery.” In
the course of his address Mr. Gordon said:

There are outstanding approximately 13 billion of railroad bonds. With
the normal credit market practically closed to such securities during 1932
and 1933 and earnings below a normal rate. I daresay that the interest
charges on a very large part of this debt would have been in default had
not the Federal Government made advances to meet the emergency. The
same economic conditions which thus affected our railroad credit permeated
every form of borrowed capital.

President Gordon, in a press interview following his
formal address, declared that a reservoir of money that can
be translated into jobs for millions of people is being held
back by the need for clarification of the liability sections
of the Act. He was further quoted as saying in the press
interview:

All over the United States corporations are ready to undertake the
necessary financing, but no corporation director in his senses is going

to risk existing resources by putting his name on financing under a law
that makes him personally liable for the next 10 years and adopts the
unprecedented principle that he is to be judged guilty unless he can be
prove innocent.. It is time for some plain speaking. The law is a hindrance
to National recovery. Personally, I do not believe that anyone ever in-
tended to pass a law which makes a country dealer who handles $10,000
of a $10,000,000 issue liable for the entire $10,000,000.

Mr. Gordon is Vice-President of the First National Bank
of Chicago; his address to the convention follows in full:

Gentlemen of the Convention:

As the term of the high office to which you have elected me draws to a
close, I am following the established tradition of reviewing the events
of the past year. In previous and happier years, it has been the custom
of the retiring President to chronicle the achievements of the Association
and the part it has taken in the development of the country. I can give
you no glowing account of this character. All business has suffered in the
eventful 12 months just past, but none has faced such a storm of abuse
and slander, mostly based on misunderstanding, as has the investment
banking business. I am proud to say that we have met the situation with
courage and with dignity. Toward irresponsible recrimination we have
maintained silence. Whenever a statement of our position has been deemed
essential, we have spoken fearlessly.

Our country, which to-day provides a higher standard of living than any
other nation in the world—in which even those out of work live better
than those in comparable circumstances in any other country—even under
present conditions has institutions that are worth fighting for. Our indus-
trial plants are still models for the entire world. Our railroads, aircraft
and automobiles still furnish a transportation system which is not even
remotely approached by any other nation. In food. in clothing, in housing,
and even in the recreational enterprises, we are still far in the lead. In the
upbuilding of this Nation, which has taught the world how to create new
wealth for the masses and not for a privileged few, the investment banker
has been a leader in the financial field. Upon him largely rests the respon-
sibility of determining the fate of any proposed major public or private
enterprise. Before the architect or engineer has begun the execution of
his plans, before the contractor has started construction of any important
structure, before the laborer has turned the first shovel of earth in any
such enterprise, the investment banker has placed back of it his resources,
his skill and his reputation. Through the investment banker comes the
means for the Nation's capital financing. If it be he who is to blame for
some of its failures, then to him also belongs the credit for much of the
success of our industrial development which even in this day stirs the
envy and inspires the hope of the modern world.

In times like these, it is natural to seek a scapegoat. A man who has
made an unfortunate investment is not willing to accept the loss as one
due to an error of his own judgment. He prefers to have someone at hand
on whom to heap all blame. The investment banker was a peculiarly
easy victim for this purpose. His work was little understood and his wisdom
over-estimated. It is a truism that men suspect that of which they are
ignorant; and as the field of finance has always been one of mystery to
the public, it has been a handy place in which to lodge responsibility for
all the ills of the day. As individuals and investment bankers we resent
these unjust accusations. It is, therefore, our duty to review our part
in the events leading to the depression and to objectively appraise the
remedies now sought to be applied to our business. This I propose to do.

We are opening the 22nd annual convention of the Investment Bankers'
Association of America. This association has among its main objects the
safeguarding of security issues and the protection of the public against
irresponsible dealers in investment securities. It was designed to promote
an gxchmme of information and to improve the ethical standards of the
business, not alone for the good of those engaged in it, but also for the
general good of investors.

'We were scarcely well organized in our Association work when the
World War broke upon us, and up to the present time. the entire life of
the Association has been in periods of unprecedented economic develop-
ment and change. During this period, direction of our previous industrial
activity, our credit status and our economy was suddenly changed. We
ceased to borrow capital from the Old World. Instead, through the ship-
ments of our goods and the granting of loans, we became the creditor
nation of the world. Then, as we entered the war, the investment banking
business as it had previously existed was virtually wiped out. New capital
issues as well as the production of new wealth were all directed toward
winning the war. Investment bankers who did not enter the active service
enlisted in the supplementary work, and it was members of this Association
who headed the Liberty Loan drives. Over 21 billions of Government
bonds were sold to the public, yielding rates of interest as high as 43{ %-.
Later on. these investors who had never purchased securities, other than
Government bonds, acquired a thirst for investments of a higher yield.

igitized for FRASER
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After the war came a great rebuilding era.
forces with which we were all unfamiliar. On the one hand it had created
vast wealth; on the other, tremendous destruction. The situation was
unprecedented and the circumstances all combined to create a tremendous
demand for replacement of capital goods. In the 14}4 years from January
1919 to July 1933, or from the close of the World War to the present time,
capital financing in this country amounted to over 39 billion dollars.
During this period of economic advancement it was found necessary to
obtain this huge sum of capital through the marketing of bonds and stocks.
‘We are all familiar with the procedure used to obtain this tremendous
volume of capital. Our industries and our State and municipal entities
did not seek capital directly from those with funds to invest. Instead
they employed the services of investment bankers to mobilize the needed
capital. The capital expenditures of our States and cities, to build roads,
erect buildings and create educational facilities, were supplied through
this medium. It provided our railroads with capital credit to maintain
adequate transportation, our public utilities with the means to extend
their services, and our industries with funds to initiate and expand their
operations. Facilities were expanded and production increased as never
before, so that what was formerly considered a luxury for the few came
to be regarded as a necessity for the many.

For this extension of capital investment, our business assumed a respon-
sibility that went much farther than providing an organization for large
scale distribution of securities. It concerned itself with the adoption of
policies which would, as far as possible, protect those who had advanced
these vast sums. Regulatory practices within our own ranks and super-
vision under various State laws came into existence, and by them we
sought to chart a course that would, so far as circumstances and conditions
were within our control, enable us to limit or avoid losses to the investor.
Further, it was part of the tradition of investment bankers to concern
themselves with the success of the business or industry whose securities
they sold. /The investment banker in this country sponsors the securities
which he originates and offers. His name appears on the prospectus, and
the public is not left in doubt as to the originator of the issue. Our invest-
ment banking system has been compared unfavorably with the English
method and it is of value, therefore, to see what the leading English author-
ities think of the difference between the two methods. In a report prepared
by the Committee on Finance and Industry, headed by Lord McMillan,
and compiled in collaboration with the leading bankers and economists
of England and presented to Parliament in June 1931, the American system
of close co-operation between industry and finance is recommended in
these words:

“Taking first the very broadest view over the modern world, we believe
that in any community which wishes to keep in the van of progress the
financial and industrial worlds should be closely integrated through appro-
priate organizations. Bankers, or financial leaders, who are in toucn with
the leaders of finance in other countries, who have a thorough knowledge
of the economic and financial conditions, not only of their own, but of
other countries, and who are in a position to watch and to judge of the
underlying changes taking place in those conditions, should be able, if
they are in confidential and continuous relationship with industriaiists,
not only to supplement the information at the disposal of industrialists
themselves but ago to give aid of very great value in all financial problems."

The war had loosened economic

Proceeding further with its analysis of the English situation, the McMillan
report reveals the fallacy of the belief current in this country that the
English system has been impervious to such speculative orgies as we have
had. The report deplores the lack of information given English investors
fs compared with American investors.
aeport continues as follows:

“In that E\)/ear the total amount subscribed for capital issues whether of

Referring to the year 1928, the

shares or debentures of 284 companies was 117,000,000 pounds. At May 31
1931, the total market value of these issues as far as ascertainable was
66,000,000 pounds, showing a loss of over 50,000,000 pounds or about 47%.
In fact the public’'s loss has been greater since many of these shares were
no doubt sold by the promoters at a high premium. Still more striking
perhaps, 70 of the above companies have already been wound up and the
capital of 36 others has no ascertainable value. The issues of these 106
companies during that year amounted to nearly 20,000,000 pounds."

To those who are wont to make unfavorable comparisons between
American and English financing, this report should prove a revelation.
I emphasize again that on the authority of this highly eminent committee,
the American investor has always received from responsible financial
houses more information and better sponsorship than has the English
investor.

Notwithstanding the investment banking policy in the United States,
the depression brought a decline in security and commodity values un-
paralleled in history. The stocks of 29 representative American companies
show a decline of 87.14% from 1929, the peak of the speculative era, as
compared with the low price level of 1932, when we were in the throes
of the depression. Railroad bonds showed a market decline from 1927
of 52.7%, public utility bonds 30.2%, and industrial bonds 45.5%.

The development of foreign financing in this period also became an
important factor in the security markets. The total amount of foreign
dollar bonds publicly offered in this country during the years 1920 to 1932,
both inclusive, amounted to the sum of $9,550,000,000. This figure is
derived from Department of Commerce data and does not include foreign
stock issues, foreign currency bonds, issues of domestic corporations
operating principally abroad or issues of the non-contiguous territories
of the United States. Compared with the figure stated, the same source
indicates that on August 31 last, there were outstanding $8,987,077,050
foreign dollar bonds, and that the debt service is being paid in full on
$6,557,820,450 of them.

There are outstanding approximately 13 billion of railroad bonds.
‘With the normal credit market practically closed to such securities during
1932 and 1933 and earnings below a normal rate, I daresay that the interest
charges on a very large part of this debt would have been in default had
not the Federal Government made advances to meet the emergency.
The same economic conditions which thus affected our railroad credit
permeated every form of borrowed capital.

What were the causes of the depression, and should we as responsible
investment bankers have anticipated and sought to prevent them? I
will not attempt any exploration of the economic factors which brought
about the depression. We are practical investment bankers, and we know
that we are daily confronted with problems that demand the application,
not only of rigid rules, but of common sense. We know that formulas
will not fit every situation, and we know that the word ‘“‘science’ cannot
in any literal sense be applied to any political, social or financial system
under which men now live. It would be foolish, of course, to disregard
the analyses and generalizations of the scientific observer; but I think it
would be equally foolish to attempt to find the exact truth in any state-
ment of their observations.

All we can say,. therefore, about the depression is that, in spite of the
warnings of many eminent men, the entire Nation was filled with an
optimism so great that it proceeded to an unheard of expansion. I need
not recall the facts of that so-called “‘new economic era.” I need not feel
any sense of shame when I admit that the investment bankers were in-
JJuenced by it. I believe firmly that we were probably no more influenced
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by it than those outside our business. We could have done nothing to
stem the tide, and we would have been super-human if we had, as a body,
sought to do so.

The relationship between capital goods and consumer goods has changed
very rapidly in the past year, and to-day it cannot be questioned that
there is a need for capital for both consumer goods and capital goods.
By the term “‘capital goods’ we mean the entire array of capital equipment.
We mean homes, home furnishings, automobiles, building materials
locomotives, cars and steel rails, factories and machinery, public improve-
ments, etc. There are some who do not believe in the expansion of capital
to bring old industrial plants up to date or to provide new enterprise.
That school of thought presents the theory that it would be better to operate
on a less efficient basis, so as to provide more jobs and thus eliminate what
they choose to call ‘‘technological unemployment.” To my mind such
principles run entirely contrary to what we have come to know as progress.
The impracticability of the proposal that industry mark time is well stated
in a current research bulletin, as follows:

‘“Young men, witnout an old plant on their hands, start in business.
When they equip a new plant, nowever small, all the newly developed
equipment is at their disposal. If they start with second hand machines,
they put in the newer ones just as soon as their profits enable them to do so.
And nowadays, with financing companies standing ready to spread pay-
ment over a term of months or years, they do not have to begin with old
machinery. This competition, therefore, forces the older and larger con-
cerns to adopt modern equipment. And that scraps the impractical sug-
gestion. Progress cannot be stopped.’

It is obvious, therefore, that capital goods production must and will be
provided for. Such production can in the main be financed only by the
credit process, for before industry can hire workers it must first hire credit,
and capital goods production requires long term credit. Hence, to employ
long term credit in order that industry may employ more workers, industry
must seek the sources of investment funds from individual and institutional
investors who ordinarily supply such credit. In the present situation no
obstacle should be placed in the path of properly supplying this credit.

Besides certain features of the Federal Banking Act which I shall not
discuss, unfortunately there exists one paramount obstacle, and that is
the legislative restriction on the flotation of issues and the re-organization
of defaulted issues.

The Federal Securities Act.

I am about to discuss the Federal Securities Act. But before I do let
no one make a mistake with regard to our position. We are, as we alwayS
have been, for an effective law. The recommendations that I am about
to make are made with a full acceptance of the spirit and purpose of the
Act and the sole purpose of modification would be to make the Act workable
and thereby increase its effectiveness. All we ask is that this Act be so
amended as to enable us to do our part in the interest of national recovery.

The Federal Securities Act was designed to prevent fraud on investors.
It has had the practical effect to date of freezing all new long-term credit.
‘When we consider the stupendous figure I have already mentioned—89
billions of long-term securities issued in this country since the World War—
we must recognize how vital it is to the Nation that the integrity of our
credit structure be maintained.

Long before the passage of the Federal Securities Act, this Association
fought against the issuance of fraudulent securities and urged the enact-
ment by Congress of legislation which would prevent inter-State dealing
in fraudulent securities. We pointed out the inadequacy of many of the
existing State laws, and the inability of the States to cope with the problems
of inter-State security transactions.

Shortly after his inauguration, President Roosevelt sent his message
to Congress, outlining the principles of a Federal securitieslaw. His fine
ideals and sound ideas were welcomed and approved by our Association.
He stated emphatically that such legislation should be so drafted as not
to hamper honest business. The Federal Securities Act was shortly there=-
after passed by Congress. Its result up to this time has been an almost
complete stoppage of new general market corporate underwritings for
capital improvement and an embarrassment to refunding and re-adjustment
of old issues. Why has this condition followed ?

Your officers have made a thorough study of this law and with the
assistance of many members have endeavored to make a fair analysis of
the effect of its provisions. We have arrived at certain definite conclusions
and our views have been given publicity. These views have been attacked
by some and have been supported by others. Throughout the whole
discussion, I have been deeply impressed with the sincerity of purpose
which has characterized these divergent opinions, and which, it seems to
me, augurs well for the adjustment of our problems,

The gravest obstacles in the practical operation of this law are contained
in the indefinite liabilities which are imposed upon industry and upon
security dealers. The Act, as you all know, requires the filing of registration
statements by the issuing company. These statements must contain a.
vast amount of information with respect to the affairs of the company.
Under Section 11 of the Act, if any part of the registration statement
contains an untrue statement of a material fact, or omits to state a material
fact required to be stated therein or necessary to make the statements
therein not misleading, any person acquiring the security issued may not
only sue the various officers of the company which signed the statement,
the directors of the company, and others, but he may also sue every under-
writer with respect to such security. An underwriter is made liable not
only for the securities which he sells, but for the entire amount of the issue.
The burden of proof is put upon the defendant to sustain the defenses
which are given to him under the Act.

From the long-established legal doctrine of presumptive honesty, the
law has been made to swing toward presumptive guilt and seems to con-
clude that makers and sellers of securities are presumptively corrupt,
I make this assertion, not only on the language of the Act itself, but on
the character of the registration statements being required under it. It
is an axiomatic outgrowth of all nxperienéo that ordinary business must
be conducted on the assumption that almost entirely all transactions are
honest. Business could not survive were this not so. If a legislative theory
of presumptive dishonesty be substituted for this truism, then the business
affected cannot succeed. It is clear from an examination of the questions
calling for information that every registration is regarded with suspicion,
The old doctrine may have been too strong but certainly it was far more
sound than the theory that every maker and seller of securities is guilty
until he proves himself innocent of any fraud. The present law removes
all responsibility from the purchaser, and fosters litigation. It invites
nuisance suits and spurious claims. The responsibility of sound investing
rests on a triple foundation—on the integrity and experience of the issuer
and of the security dealer and on the exercise of caution and common sense
by the investor.

But the risk in this new law is not merely one of civil liability. The
Act subjects the seller of securities to criminal liability for the wilful omission
of a material fact. This may sound like a substantially safe proposition
because after all, if a man will wilfully omit a material fact he should be
punished. But, all the facts with respect to any issue cannot be put forth

n a prospectus. Some selection has to be made, and matters which may
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not appear to any experienced and honest issuer or dealer to be material
at the time may be wilfully omitted at the time of the underwriting, and
in the light of subsequent events come to have a material importance.

‘What may constitute a material fact? What is a wilful omission? What
information is necessary when a security is sold? Who among us has
sufficient wisdom and foresight to be willing to take a chance, not only
affecting his property, but affecting his liberty as well, in the determination
of these questions for the sake of making an underwriting commission?
We encourage among our members a high sense of fairness and honor.
‘We desire them to make a full disclosure of all essential facts so far as they
can be determined at the time. We certainly can take no exception to
this as a statement of principle to be adhered to under all circumstances.

Assuming a given security is one that the investment banker is prepared
to underwrite, is there any great industry in the country whose officers
and directors could assume the responsibility imposed upon them by the
Act? The persons who sign the registration statement—including the
principal executive officer, the principal financial officer, and the comp-
troller or principal accounting officer of the issuer—and all persons who
were directors, are liable. They may escape liability only if they can
establish that they had reasonable ground to believe and did believe at
the time that the registration became effective that the statements therein
were true and that there was no omission of a material fact required to
be stated. It would take a very courageous board of directors, assuming
that they were men of responsibility, who could assume a liability so broad.
The whole legal theory of the law of corporations is based upon the limita-
tion of individual liability except in the case of fraud. Inability of an officer
or director of an issuer or inability of a dealer to forecast the future should
not be included in a statutory definition of fraud. The liability under this
Act may extend for a period as long as 10 years.

The Federal Securities Act should be modified so that the liability sections
are made reasonable, and the complex procedure involved in registration
simplified, 1

I want to repeat what I said when I started my discussion of the Federa
Securities Act. Let no one make a mistake with regard to our position.
We are, as we always have been, for an effective law. Our recommendation
is made with a full acceptance of the spirit and purpose of the Act and the
sole purpose of such modification would be to make the Act workable
and thereby increase its effectiveness. All we ask is that this Act be so
amended as to enable us to do our part in the interest of national recovery.

Your Board of Governors has completed the preliminary work of this
meeting. There will be four convention sessions and 10 forums in all.
The opportunity for you to counsel on the major questions of industry
and finance is at hand. Gentlemen, I now place these important problems
before this, the 22nd annual convention of the Investment Bankers'
Association of America, and I am confident you will apply all of your
skill and experience to their solution

Attached to Mr. Gordon’s address were the following
tables:

TOTAL FINANCING IN THE UNITED STATES DURING THE
14 YEARS AND 6 MONTHS ENDING JUNE 30 1933, INCLUDING
BOTH NEW CAPITAL AND REFUNDING.
|Source: “The Commercial & Financial Chronicle"|
Bonds & Notes. Stocks. Total.
---517,074,405,000 $17,074,405,000
- 2,145,591,000 - 2,145,591,000

171,951,000 171,951,000
200,000,000 200,000,000

$19,591,947,000 $19,591,947,000

(including
$7,483,169,000

Municipal. . . 4
Farm loan
United States Possessions..

‘War Finance Corp

Rallroads—Domestic

Canadian) $795,734,000 $8,278,903,000
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(in-
cluding Canadian)
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Canadian)—

Iron, steel, coal, copper, &c... .
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27,349,000
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421,674,000
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1,157,047,000
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819,048,000
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$427,923,000 $4,847,966,000
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Investment trust, trading, hold-
442,500,000

1,428,331,000

5,699,990,000

2,675,659,000

2,435,248,000

3,071,501,000  3,514,001,000
1,428,331,000
- 5,699,990,000

424,484,000 3,100,143,000
2,927,406,000  5,362,654,000

$67,037,934,000 $22,050,174,000 $89,088,108,000

Forelgn gov'ts (except Canadian).
Foreign corporate (except Can.).
Miscellaneous

Grand total
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Resolution Adopted Declaring it Essential to Re-define
Indefinite .Liabilities Imposed Under Federal
Securities Act.

Following the annual address of Frank M. Gordon,
President of the Investment Bankers’ Association of America,
who dwelt upon the effect of the Federal Securities Act in
hampering national recovery as a result of the fact that
it has served to bar security offerings, the Association at its
annual convention at Hot Springs, Va., October 30 is
reported to have held a secret forum at which the provisions
of the Act were discussed in more detail, to the end, said
a dispateh from Hot Springs to the New York *“‘Herald
Tribune,” that they may find some way to raise the money
necessary to revive industry and thus provide jobs. The
following is the resolution unanimously adopted by the
convention:

Resclved: That the purposes of the Federal Securities Act of 1933, as
stated in the title of the Act to assure investors adequate and correct
information relative to enterprises on which securities are based, and to
protect the investing public against losses caused by fraud of any kind
practiced in any manner, have the entire approval and support of the
Investment Bankers' Association of America, and our Association believes
that every seller of securities should be liable to the buyer for any damage
caused by negligence or bad faith on his part.

It has been demonstrated, however, that the effect of certain provisions
of this legislation, which go beyond the express purposes of the Act, has
been to retard the normal flow of capital into business and industry as
represented by new issues of established enterprises. The absence of a
capital market may be attributable to several causes, including the present
unsettled economic conditions, but in the opinion of our Association the
most important single cause has been and is these provisions of the Securities
Act.

This condition is seriously interfering with industrial recovery and re-
employment. It is essential to re-define the indefinite liabilities imposed
by the Securities Act so as to make it possible for responsible enterprises
to meet their requirements for new capital and to co-operate with the
recovery program.

We offer our co-operation to any constructive program to this end.

The resolution was introduced by Henry T. Ferriss,
Executive Vice-President of the First National Co. of St;
Louis and a former President of the Investment Bankers

Association.
—_—

Report of Legislation Committee—Presents Data Re-
specting Legislation Relating to Sale of Securities
—160 Bills Offered in 36 States Amending Their
Securities Laws.

The report of the Legislation Committee of the Invest-
ment Bankers’ Association of America brought before the
annual convention of the latter at Hot Springs, Va. on
Oct. 30, was confined to legislation bearing on the sale of
securities and the licensing of dealers in securities. The
Committee states that approximately 160 bills were offered
in 36 of the 48 States to amend or wholly rewrite existing
securities law of the respective States. In 13 States the
laws were changed, either by amendments or rewriting the
entire law. ‘“Among other conclusions the Committee finds
that “there is a greater appreciation than heretofore of the
effect of the securities laws upon the secondary market of
securities.” “This,” says the Committee, ‘“has long been
one of the really difficult problems incident to laws of the
regulatory type.” ‘“Many expressions of the necessity of
working out some sound solution to this problem have been
heard” says the Committee, which regards it as “a good
indication,” and ‘“should be encouraged.” The report of
the Legislation Committee, headed by Francis M. Knight,
of the Continental Illinois Co. of Chicago, was submitted
as follows:

If this Committee were to report on all legislation during the year 1933,
State and national, of direct interest to investment bankers, the report
would be voluminous indeed. We are confining it, however, to legislation
relating generally to the sale of securities and the registration or licensing
of dealers in securities, and to activities in the respective States, touching
only briefly on national problems. -

Truly this has been a legislative year, both State and National. There
have been more sessions of State Legislatures during the year than States
of the Union, notwithstanding the fact that five State Legislatures were
not in regular session. The excess, of course, was occasioned by extra
sessions convened at the call of the Governors.

Approximately 160 bills were offered in 36 of the 48 States to amend or
to wholly rewrite existing securities law of the respective States. Each of
these bills was given consideration by the Legislation Committee of the
appropriate group and by the Field Secretary on behalf of this Committee
in collaboration with its Chairman and Vice-Chairman. The Field Sec-
retary maintained contacts with group committees and gave to them,
when requrested or when it appeared to be advisable, his analysis of the
bill, together with such suggestions as were pertinent.

Some of these bills were of minor importance or even of no importance to
the daily activity of the investment banker. Others, apparently drawn
with the best of intentions, were such that had they become a law, public
financing of the most legitimate and necessary charactor, in our opinion,
would have been almost impossible in these States. Through the ap-
propriate committee, situations such as those were pointed out to officials
and Legislators and in most instances reasonably satisfactory modifications
were made. While final results have not been all that we might wish, we
believe that a great deal has nevertheless been accomplished by the As-
sociation in very difficult times, due in a great part to the splendid spirit
of co-operation shown by those with whom we have worked.
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Twenty-four, or exactly one-half, of the States made no changes in
securities laws this year. Of the other half, 11 enacted amendments more
or less immaterial to the daily routine of the investment banker. These are:
Alabama, OColorado, Georgia, Maine, Nebraska, New Hampshire, New
Mexico, North Carolina, South Dakota, Utah and Vermont.

In 13 States these laws were changed, either by amendments or by
rewriting the entire law, in certain material points,—some, of course, more
material than others. These States are: Arkansas, California, Connecticut,
Florida, Idaho, Illinois, Kansas, Minnesota, Montana, Oklahoma, Oregon,
‘West Virginia and Wisconsin.

Trends of Legislation.

The trend of legislation respecting the sale of securities in those 13 States
in which material amendments were made during the past year was toward
restricting or eliminating exemption provisions and of granting to the
administrating authority broader discretionary powers respecting stop
orders, suspensions or revocations and respecting the examination into the
affairs of registered or licensed dealers. Such amendments are not nec-
essarily indicative of any country-wide trends, since only one-fourth of
the States made any general revision of or mater.al amendments to their
securities laws.

From these trends and from general observations we conclude:

1. The attitude of the public mind appears to support the purpose
and intent of securities laws. whether State or National. X .

2. There is a perceptible awakening to the importance of capital financing
as an aid to the return of industrial and commercial activity. A very
considerable portion of the public, however, is insistent upon more and
more stringent regulations, apparently believing that thereby it will be
possible both to punish any malefactors of the past and to render the
matter of investing surplus funds comparatively simple and free from
risk. What the public fails adequatelf' to realize is that it cannot have
the benefits of this much needed capital financing under laws so restrictive
in character as to stifle the financing. | i 18, X

3. There has developed in certain jurisdictions a disposition to provide
for and to put into effect flexible rules and regulations promulgated by the
administrative officer under general authority of the securities law to
establish acceptable practices respecting the issuance and sale of securities
and the designation of lines beyond which issuing corporations and in-
vestment bankers and brokers may not operate without subjecting them-
selves to specific inquiry and the furnishing of detailed information. This
constitutes a new idea in securities regulation and justifies careful con-
sideration. Your committee does not believe this practice can be de-
veloped into a sound and workable plan. )

4. There is a growing demand that regulatory laws should begin not
with the sale of the security but with the organizatin of the issuing cor-
poration by restricting the powers of such corporation, its officers and
directors, thereby hoping to establish a sounder base for the issuance of
securities. Likewise, there is a pronounced disposition to ask legislatures
for laws requiring certain things of issuing corporations as a condition
precedent to incorporation, such as periodic publication of corporate accounts
and auaits for and at the instance of stockholders and (or) security holders.

5. There is a greater appreciation than heretofore of the effect of the
securities laws upon the secondarg market of securities. This has long
been one of the really uifficult problems incident to laws of the regulatory
type. Many expressions of the necessity of working out some sound
suﬁxt ion to this problem have been heard. It is a good indication and should

be encouraged .

In a number of State jurisdictions the appropriation for salaries of
Securities Commissioners and of other employees of the securities depart-
ments, and for otherwise carrying into effect the purposes of the State
Securities Law, has been very materially reduced and in some instances
limited to the fees collected through the securities law., In all probability
this will create a lacity or inability to apply the law in cases where most
needed. leaving . burden upon legitimate business without accomplishing
the purposes intended.

Federal Legislation.

Of the numorous important measures before Congress during the past
year, it appears that only the Securities Act of 1933 is appropriate for any
mention by this Committee. Other measures, important as they are,
come under other committees. As to the Securities Law, this measure
primarily was handled under the direction of President Gordon, in con-
junction with other officers, attorneys and special committees as were
available and appeared appropriate at the time. We understand a sugges-
tion under consideration is that of authorizing the appointment of another
Committee to be charged with Federal legislation and kindred matters
national in character., Your Committee recommends that this be done.

Also, the year 1933 saw the final passage of the Glass-Steagall Banking
Act.

Wae leave to President Gordon any comments to be made on above bills.

Changes made in State securities laws of most importance to investment
bankers consist of modifications of the exemption provisions and modifica~
tions of the provisions relating to dealer’s bond. A brief summary of these
changes is as follows:

Ezemptions.

The modification as to exemption provisions may well be mentioned in
three parts:

(a) Exemption as to securities when listed on approved stock exchanges,

(b) Exemption as to public utility securities.

(c) Exemption as to securities of Foreign Governments.

Stock Ezchange Exemptions.
This exemption in the States indicated below was modified as follows:

Arkansas.—Exemption eliminated.

Illinois.—The exemption for securities senior to securities so listed and
securities guaranteed by companies the common stock of which was so
listed, was eliminated. The stock exchange exemption was further modified
80 3s to predicate such exemption on the furnishing to and approval by the
stock exchanges at the time of listing and at such other times as may be
required, but at least annually, of a statement of assets and liabilities, an
income or profit and loss statement, and an analysis of surplus account of
the issuer prepared and certified by a Certified Public Accountant duly
licensed as such. It was further provided that the Secretary of State shall
have the authority, for cause and after notice and hearing, to withdraw
the exemption as to any security so listed when in his opinion the further
sale of such security would work a fraud.

Minnesota.—The modification in this State is complicated by reason of
the fact that the Legislature adopted each of two bills introduced to amend
the stock ecchange exemption provision. The sum total result of the two
enactments leaves an exemption for securities when listed on the New York
Stock Exchange, New York Curb Exchange and the Ohicago Stock Ex-
change, securities senior thereto, subscription rights when so listed and
evidences of indebtedness guaranteed by companies any stock of which is
so listed.

Montana.—The New York Curb Exchange and the Chicago Board of
Trade were added as exchanges, securities listed on which are exempted.

West Virginia.—The New York Curb Exchange was added to and the
Chicago and Boston Exchanges were excluded from the list of exchanges,
securities listed on which are exempted. Provsion is made, however, for
the approval of other recognized and responsible stock exchanges by the
Commission, such approval to ecpire June 30 of each year and renewable
by applic.tion from such stock exchanges on approval of the Commissioner,
This leaves the New York Stock Exchange and the New York Curb Ex-
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change as definitely approved by the Legislature and with power in the
Commissioner to approve other stock exchanges for exemption purposes on
application and investigation.

Wisconsin.—The exemption for securities when listed on approved stock
exchanges was eliminated. A saving clause was adopted, however, which
provides an exemption for any securities sold under exemption provision
which existed prior to the adoption of the amendment. This clearly leaves
an exemption for the secondary market of securities previously sold under
an exemption provision.

Foreign Governmentals.

Arkansas.—The exemption for foreign governmental securities was
eliminat d.

Illinois,—The exemption provision was rewritten to clarify and without
materially modifying the effect.

Minnesota.—The exemption as to all foreign governmental securities,
excepting the Dominion of Canada, its provinces and political subdivisions,
was eliminated.

Oklahoma.—Exemption as to foreign governmentals was eliminated.

West Virginia.—There was added to the exemption provision of foreign
securities the following:

‘‘Providing such foreign Government has not issued or guaranteed external
securities then in default as to interest, principal or sinking fund, and that
such foreign Government has not prevented by law, rulings or otherwise,
the performance by any State, Province, subdivision or person of the
just and exact provisions of such securities."

Public Utility Securities.

Arkansas.—The exemption is eliminated as to all public utility securities,
not excepting those passed upon by the Inter-State Commerce Commission,

Illinois.+—The exemption for public utility securities was amended (a)
by limiting the exemption, other than those regulated by the Inter-State
Commerce Commission, to such securities where more than 50% of the
total revenue of the issuer for its last fiscal year was derived from the
operation of a railroad or public utility property to which the issuer has
title and which is situated within the jurisdiction of the commission having
regulatory power over such utility; (b) by eliminating the exemption for
evidences of indebtedness secured by collateral consisting of utility se-
curities.

Minnesota.—The exemption as to public utility securities was amended
80 as to apply to (a) securities issued or guaranteed by a railroad subject
to regulation by a regulatory board, body or official of the United States
or of the District of Columbia, and securities senior thereto; (b) equipment
notes, bonds or trust certificates based on chattel mortgage or conditional
sale of cars or other rolling stock, and equipment notes or trust certificates
where ownership or such equipment is pledged to secure payment of such
notes or cervificates, provided such railroad is subject to regulation or
supervision by a regulatory board or an official of the United States or of
any State or Territory or insular possession or of the District of Columbia;
(c) interest-bearing securities issued by a public service utility, which utility
is subject to regulation by a public service commission or official of the
United States or of any State or Territory, which security would at the
time of sale qualify for registration by notification,

Oklahoma.—The exemption as to public utility securities was eliminated.

West Virginia.—The exemption was amended so as to apply only to
securities issued or guaranteed as to principal, interest or dividend by a
corporation owning or operating a railroad engaged in inter-State com-
merce and under supervision of the Inter-State Commerce Commission.

Wisconsin.—The exemption as to public utility securities was re-written.
There is now a full exemption as to (a) securities of corporations operating
railroads, the issue of whose securities is regulated by the Inter-State
Commerce Commission, and securities senior thereto; (b) equipment se-
curities issued by corporations operating steam railroads within the United
States or the Dominion of Canada, and (c) securities of public service
corporations, the issue of whose securities is regulated by the Public Service
Commission of Wisconsin.

There is a conditional exemption for evidences of debt of public utility
corporations and securities senior thereto, the issue of whose securities is
regulated by the Public Service Commissions of any State other than
Wisconsin or the Dominion of Canada or any Province thereof, or of the
District of Columbia, provided more than 50% of the total revenue of the
business of the issuer for the last year was derived from the operation of
public utility property to which the corporation has title.

Dealer's Bond Provisions.

Helpful amendments to this provision were made in the States named
below and substantially as follows:

Arkansas.—The dealer's bond provision was amended so as to permit a
dealer to deposit with the State Treasurer bonds of the United States
or the State of Arkansas or any subdivision thereof, of the par value of
$5,000 in lieu of a surety or personal bond. Such securities are subject
to execution, garnishment and other process only upon judgment or decree
of court in a cause of action growing out of a fraudulent statement or
misrepresentation in the sale of securities, Liability is specifically limited
to the total of $5,000.

California,—The dealer’s bond provision was amended to provide that
the dealer shall file and thereafter maintain a bond in the sum of $5,000.
It is specifically provided that the total aggregate liability on such bond
shall be limited to $5,000, with the statutory period of limitation for
recovery fixed at two years.

Florida.—The dealer’s bond provision was amended to permit the dealer
to deposit with the Commissioner United States Government bonds or
other securities satisfactory to the Commission, or cash in the sum of
$5,000. The total liability on such bond to be not in excess of $5,000.
The statutory period of limitation is fixed at one year after the expiration
time of the bond, which likewise is one year from date of execution.

Oklahoma.—The dealer's bond provision was amended to permit a
personal bond, provided the dealer keeps on deposit with the Commissioner
approved securities in the amount of $5,000. The aggregate liability of
the surety on such bond is limited not to exceed $5,000. Statutory period
of limitation for instituting any suits on any such bond is fixed at two
years from the date of the act complained of.

Oregon.—The dealer’s bond provision was amended by fixing the amount
of the bond at not less than $5,000 nor more than $10,000 in the discretion
of the Commissioner: The form of the bond is fixed in the statute and
is conditioned upon compliance with the Security Act upon payment of
damages suffered by reason of any violation of the law or by reason of
any fraud. The bond remains in force until canceled by the Commissioner,
The surety is permitted to cancel the bond upon 30 days' notice. The
maximum liability is fixed at the face of the bond.

Wisconsin.—All provisions respecting dealer's bond eliminated.

Specified types of securities may be sold prior to registration by registered
dealers under specified conditions. = The provision for bond to be given
in case of sale prior to full registration was eliminaved.

The Commission’s control over advertising is materially greater than

under the old law.
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The Commission's control over dealers and agents ‘was materially
strengthened. The Commission may now require proof of trustworthiness
and competency to engage in the business of dealing in and selling securities,
upon application being made to register as such dealer or agent.

—p—ee

Report of Business Conduct Committee—Study of
Investment Banking Business and Types of Secu-
rities Delayed as Result of Changes Brought About
By Federal Securities Act.

In the report of the Business Conduet Committee, pre-
sented at the annual convention of the Investment Bankers’
Association of America, at Hot Springs, Va., Oct. 30, it
was stated that the further study of the investment bank-
ing business, in accordance with resolutions and recom-
mendations adopted at the January board meeting has
been delayed ‘“until the future of our business is more
definitely determined.” ‘Changes brought about by the
Federal securities law and possible further legislation must
be considered,’”” said the Committee. The report follows:

Since the last January board meeting the office of the Association has
assembled and forwarded to the Chairman of your Committee all the
resolutions and recommendations adopted by the board since the organiza-
tion of the Association in 1912. These have been read and carefully ex-
amined, as part of the study ordered by the Board of Governors, designed
to codify and make available in convenient form such of the resolutions
and pronouncements as are not obsolete. It is interesting to find that
practically every phase of the investment banking business and all types
of securities have been studied and sound policies and practices recommended
for all of them. Assembled and read with the full Committee reports accom-
panying them, they make a veritable Bible for Investment Banking.

It is impractical, however, to pursue the study of these resolutions
further until the future of our business is more definitely determined.
Changes brought about by the Federal securities law and possible further
legislation in the near future must be considered. But the work should
g0 on and be completed as soon as it may become practical and we recom-
mend that each subject group of resolutions be referred to its pertinent
committee next year with instructions to the committees to revise and
bring them down to date and in form to be re-adopted by the board as the
then present standards of the Association. These should then be distributed
in loose leaf form and make-up for ready reference. L

‘We recommend further that in the future all resolutions adopted by the
board should be most carefully and specifically drawn so that when they
are filed in the proposed resolution book they shall be clear and explicit,
and then carefully indexed.

It is felt that the time and effort which have been necessary to assemble
from the archives of the Association the resolutions and recommendations,
which are now for the first time all together, and the sometimes careless
phraseology and form in which many of them are drawn, is justification
for this latter recommendation.

There is one thought your Committee would like to develop as to the
functions of the Business Conduct Committee. In the meetings of your
QOommittee, which have always been well attended, the question of what
we could and should do as a committee has been discussed and the con-
clusion has been reached that while we have the power to initiate investi-
gations and develop cases, it was unwise to do so. Rather, we feel, it is
the duty of the members of the Association who find or are aware of troubles
to report them specifically under our well established rules of procedure
which appear in convenient form on pages 66 to 74 of the 1928 Year Book.
In other words, our Committee is and should be a judicial body and should
not function as a prosecuting body or detective agency.

It is interesting to note, in this connection, that during the past two
years your Committee has not received a single complaint or case which
required any action by it,

Respectfully submitted,

BUSINESS CONDUCT COMMITTEE

George K. Baum J. M, Hutton Jr.

Russell D, Bell John C. Legg Jr.

Alfred G, Brown Francis F. Patton

William Cavalier Claude G. Rives Jr.

M. J. M, Cox Albert R. Thayer

Frederick Deane Eli T. Watson

Geo. P. Hardgrove Kelton E. White

Frank L. Scheffey, Chairman.

—_—————

Members of Investment Bankers’ Association Urged by
Newspaper Men to Take Public into Its Confidence
—Views of A. H. Dean of Sullivan & Cromwell on
Securities Act.

As a preliminary to the official opening of the annual
convention of the Investment Bankers’ Association of America,
at Hot Springs, Va., a forum was held Oct. 29 at which five
newspaper representatives advised the bankers that they
must bring the public more fully into their confidence.
Associated Press advices from Hot Springs on Oct. 29 said
in part:

The discussion held in open forum brought agreement from many of the
bankers themselves who said privately they felt the Senate's stock market
investigation had put them into a false light in many particulars, although
they were willing to admit off the record several mistakes.

The bankers came to no formal conclusion. At the close of the forum,
high officials of the Association said they were trying to work out some
policy which would help them with the public. Possibly such a policy
might be embraced in the code of fair competition which the bankers must
work out under the National Recovery Administration.

Indicating that the Association had sought the advice of
newspaper men as to how they may best meet and over-
eome criticism which has been directed toward the bankers,
a dispateh Oct.29 from Hot Springs to the New York “Herald
Tribune” went on to say:

Disturbed by the numerous investigations into ph of the speculative

markets of 1928 and 1929 and by limitations imposed by the new Securities
Act, the group, which represents all the important banking firms of the
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Nation, determined upon this radical departure in the usual procedure of
its conventions and requested the newspaper editors and reporters present
to state the popular grievances against the profession.

Stabler and Four Others Speak.

The members of the Fourth Estate were not backward in seizing the
opportunity and speeches were made by five of their number, Phil S.
Hanna, Editor of the Chicago ‘“Journal of Commerce’; Howard Wood,
Financial Editor of the Chicago ‘‘Tribune’; Royal F, Munger, Financial
Editor of the Chicago “‘Daily News'; Edson B. Smith, Financial Editor
of the Boston *‘Herald,” and C. Norman Stabler, Financial Editor of the
New York ‘“Herald Tribune."

A frank statement of the case against the bankers was requested and the
request was gladly met by the speakers, most of whom had to cut their
remarks short in order to allow time for the bankers to ask pertinent ques-
tions.

Advice was also given by Arthur H. Dean of the law firm of Sullivan &
Cromwell, an expert on the new Securities Act, who discussed the drawing
up of this law, the difficulties faced by Congress in ironing out certain of
its provisions and the best method of educating Congress and the public
to the advisability of amending some of the most harmful parts of the
measure.

Dean Urges Frank Statements.

Mr. Dean, who spoke after the newspaper men, emphasized one of the
points which they had made, namely, that the employment of publicity
men did not relieve bankers of the responsibility of making frank state-
ments to the press regarding financial deals, The publicity man, he said,
does not understand the details and it is one of the weaknesses of the
present relations with the press that the banker who sells does not prepare
the public statements.

The Securities Act, Mr. Dean said, was adopted without adequate study
and at a time when bankers were at the height of unpopularity. The
measure was put through amid hysteria. No blame was placed on Congress
by the speaker for the errors that were made in shaping the law, the point
being emphasized that the Congressmen are in a position where they must
be experts on tariffs, securities and any number if other important questions
at one and the same time and must also keep their constituents satisfied.

Lawyers at Sea on Law.

“We lawyers took six months to read and study the securities law," Mr-
Dean said, “and we don't understand it yet.

““We must convince the public of the need for furnishing capital to in-
dustry,” he said. ‘‘We cannot apportion the blame for the evils of former
years, but the public must have complete information regarding financing.
No general statements will suffice and no good will be accomplished by
cursing Washington. *We must take the public into our confidence,"

This last statement was also the theme for the speeches given by the
newspaper men, who voiced the opinion that a good place to start was
with the financial reporters covering Wall Street.

The doctrine of infallibility must be discarded if the bankers wish to
secure public confidence, one of the financial editors said, and they must
learn to welcome newspaper criticism of some of their new security issues.
Specific mention was made of two reorganizations recently carried out in
Chicago, when, despite all efforts the press was unable to obtain from
official sources information which was vital to the security holders.

Clearing House Attitude Cited.

The case in New York of the Clearing House Association was described:
including the details of the banking holiday, when the bankers kept re-
porters waiting for two hours in the rain, promised statements which were
never given and failed to give any co-operation to the press despite the
overwhelming popular demand for official news of the condition of the
banks. The manhandling of the press relations in this case were said to
have been complicated by the employment of a high-power publicity
counsel who was unable to handle the situation and the designation of a
banking spokesman who would not speak. The bankers were asked to
believe that they would not lose any of their dignity if they discussed matters
of importance with the financial reporters.

‘While the bankers came to no formal conclusion at the close of the
forum, high officials of the Association said they were trying to work out
some policy which would help them with the public. Possibly such a
policy might be embraced in the code of fair competition which the bankers
must work out under the NRA. Such a code would give them an oppor-
tunity to show fully that they intended to mend those practices that needed
mending, the official said.

The forum was presided over by P. Erskine Wood of G. M .-P. Murphy
& Co., a member of the Association. There was no other official business
before to-day's session of the convention.

e

Report of Foreign Securities Committee, by Nevil Ford,
Chairman—Attempt to Secure Permanent Settle-
ment Now for Resumption of Service on Defaulted
Bonds Regarded Premature—Formation of Amer-
ican Securities Protective Association Regarded as
Constructive Step—Views as to Foreign Loans.

In the view of the Foreign Securities Committee of the
Investment Bankers’ Association of America, an attempt,
in most cases, ‘“‘to secure a permanent settlement now for
the resumption of service upon defaulted bonds would be
premature.” The Committee adds that ‘‘it is to the advan-
tage of bondholders that such efforts should be deferred
until the problems involved in fluetuating exchanges and
commodity prices shall have more nearly resolved them-
selves.” The Chairman of the Committee, Nevil Ford,
of the First of Boston Corp., presented the report as follows

During the past fiscal year your Committee has devoted its energies in
the main, firstly, to insuring the dissemination of reliable and factual
information concerning the status of foreign dollar loans held in the United
States through assisting the continued functioning of the Institute of
International Finance, and secondly to the furtherance of all legitimate
attempts for the protection and betterment of the holders of foreign bonds
in the United States.

Three members of this Committee, in accordance with established
custom, were nominated to the Executive Committee of the I. I. F.,
Mr. Ralph T. Crane, Mr. Robert O, Hayward and Mr. Nevil Ford, Chair-
man. These with Dean John T. Madden and Mr, Benjamin Strong Jr.,
representing New York University, composed the Committee. Dr. Marcus
Nadler, Professor of Finance at New York University and Research Director
of the I. I. F. participated in all meetings of the Committee.

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




3618 Financial

The I. B. A. of A. contributed $12,000 toward the support of the I. I. F.,
and New York University also contributed as usual, substantially, by
supplying office accommodation and the use of other necessary facilities.

The Staff of the Institute has met faithfully and intelligently the unusual
demands put upon their services. The appended report of the Director
outlines in greater detail the recent activities of the Institute and sets
forth certain findings well worth attention.

Pending the formation of some recognized suitable body to co-ordinate
the problems involved in the reconstitution of the defaulted foreign dollar
loans, as was strongly recommended by your Committee in its report a
year ago, the Foreign Securities Committee by itself and in conjunction
with New York University through the Institute, has sought to see that
proper provisions were made for the protection of holders of foreign bonds,
and also that advantage should not be taken to exploit their difficulties
by those inspired more by venal motives than the welfare of bondholders.

Your Committee holds that in most cases an attempt to secure a per-
manent settlement now for the resumption of service upon defaulted loans
would be premature, and that it is to the advantage of bondholders that
such efforts should be deferred until the problems involved in fluctuating
exchanges and commodity prices shall have more nearly resolved themselves.
That this opinion is not confined solely to your Committee or to bankers,
is evidenced by the following excerpts from editorials recently appearing
in the New York ‘“Times™ and the “‘Journal of Commerce."

“The adjustment of defaults requires not merely a well recognized agency
to deal with the debtors, but also economic conditions which make a satis-
factory arrangement possible. Under the conditions now prevailing in
most defaulting debtor countries, no equitable or permanent settlement
can _be made."”

“‘Numerous defaults have occurred on foreign bonds held in countries
which have protective agencies. They are a consequence of circumstances
over which such agencies lack control—including principally the decline
of world prices, the increase of tariff barriers and the depreciation of cur-
rencies on exchange. Such matters require for their adjustment the co-
operative action of governments themselves. The new American corporation
would perform a useful service, provided it did not arouse extravagant
hopes on the part of owners of bonds in default. But achievement of its
fundamental purpose must plainly await an ebb in the tide of economic
nationalism and a revival of the ill-fated plans which foundered in the
World Conference at London."

The immediate problem therefore, concerns itself more with the con™
servation of existing assets both moral and physical, and the maintenance
of an understanding relationship between debtor and creditor.

It is our feeling, shared with many others, that this, as well as preparation
for ultimate settlement, can be done effectively by issue houses or groups
of issue houses and fiscal agents, and that in most cases the actual formation
of bondholders committees may be deferred without damage. Thereby,
at least for the present, the bondholders can be relieved in large measure
of the not inconsiderable expense which cannot be avoided when bonds
are deposited under a protective agreement. <

As has been pointed out many times, the legal status of a default of a
foreign issue is quite different than that of a domestic issue. In the latter
there are certain well defined legal procedures which should be taken, and
can only be taken with the assent of the bondholder, signified by the deposit
of his bond under a protective agreement. These legal recources do not
exist in the case of defaults upon foreign government bonds, and conse-
quently the formation of bondholders’ committees immediately following
default is not imperative.

Accordingly your Committee has been active in seeing that competent
committees were formed by the issue houses. In certain cases, when desir-
able, these committees were formed in conjunction with the fiscal and
Paying agents. An example is the case of the recent partial default upon
German issues, caused by transfer difficulties.

Your Committee co-operating with the authorities of the New York
Federal Reserve Bank was instrumental in bringing together all the issue
houses, fiscal and paying agents of the German dollar bond issues. Co-
operative and uniform action was created and a temporary settlement
of the difficulty effected. The formation of bondholders committees in
this case would have resulted solely in delay, unco-ordinated action and
expense and could have accomplished nothing further under conditions
then governing.

Your Committee reports in this connection that it has found, despite
assertions to the contrary, no disposition on the part of the issue houses
to unburden themselves of any responsibility to take all possible steps for
the assistance of holders of defaulted foreign bonds.

Nevertheless, your Committee is strongly of the opinion that the decision
to form an association, which it has been indicated will be called the Amer-
Ican Securitvies Protective Association, as announced on October 20 from
the White House, is a most constructive step. Your Committee believes
such an association, immediately can, and should perform a most useful
function in co-ordinating and assisting the efforts of existing committees
and issue house groups, working upon specific instances of default,

In the future it should insure the prompt formation of capable working
committees, when necessary, and eliminate duplication, or conflict of
effort, to the general benefit of all concerned.

The indicated composition of this Association is of such calibre as to
give it the requisite prestige and capabilities for action, necessary to make
it most effective. However, the fact must not be lost sight of, vhat the
problem of reconstituting the defaulted foreign loans, is most difficulv
and involved, and it would be most unfortunate, and entirely unfair to
the Association, if the impression became prevalent that its efforts should
necessarily be productive of immediate results in the form of tangible
returns to bondholders.

Your Committee recommends that members of the I. B. A. of A, co-
operate to the fullest extent with this Association.

Foreign Loans.

Much has been said during the past year in condemnation of foreign
loans by our country and grave imputations have been made against
those banking houses which engaged in their purchase and sale to American
investors. Your Committee has naturally concerned itself with this dis-
cussion in an endeavor to separate fact from unsupported assumption.
The investigation by the Committee of the United States Senate collo-
quially known as the ‘‘Johnson Investigation'' was the first and most
thorough-going study of the methods and practices involved in the issuing
and distribution of foreign dollar securities in the United States. In the
cool light of review, the testimony submitted to the Senate Committee
reveals conclusively that the methods of underwriting and distributing
these issues were on the whole, the same as in the case of domestic securities.
The profits derived from this business which it had been stated were exces-
sive were shown, with minor exceptions in the case of certain small loans,
to be in line with the commissions charged on domestic transactions.

A study of 261 issues for which the price paid to the issuer and the
offering price to the public were reported to the Senace Committee, reveals
that the average price paid was 91.95 and the average offering price 94.99;
a gross profit of 3.94 from which all expenses of the underwriter must be
deducted. This would seem to refute effectually the charge that bankers
engaged In these loans were attracted solely by unusual profit.

Chronicle Nov. 18 1933

Your Committee has sought to detérmine the underlying causes of these
loans, to trace the disposition of the proceeds, to determine the cash re-
payments that have already been made in the form of interest and principal
payments, and to present accurately by reference to the various fiscal and
paying agents the present status of the loans, in order to determine as
nearly as possible the benefits and disadvantages accruing to the United
States as a whole from these loans.

Your Committee feels that the determination of a future policy in regard
to foreign loans is a matter of vital importance to the economic life of the
United States, and an unprejudiced study of the experience of the past
10 years can best provide a basis for such future policy.

Your Committee presents in the accompanying tabulations* the results
of its preliminary findings in the hope that they may be of use in encouraging
others to give the consideration that this important question deserves.

Based on a study of the experience of Great Britain over a period of
many years, your Committee believes that the present distressing situation
surrounding many of the loans made by the United States, should not be
permitted to discourage a dispassionate consideration of future policy.
The following excerpt from the Monthly Review of Barclay's Bank for
September 1933 indicates perhaps the British policy: ““A resumption of
overseas lending by this country would greatly facilitate World recovery
and it may safely be assumed that because of our traditions and longer
experience other nations will look to us for a lead in this matter,"

A development of factual studies of the record of which the foregoing
is but a brief beginning, may well show the advantages of foreign loaning
by the United States to outweigh the disadvantages, and a more considered
policy of foreign loaning benefitting by the mistakes of the past be advisable
of adoption under some form of control, whereby these loaning operations
become an integral part of the monetary and trade policy of our Government

* These tabulations are quite voluminous, and we are hence unable to
make room for the same.
-——————

Report of Director of Institute of International Finance
—Summary of Defaults on Foreign Dollar Bonds—
Effect of Revocation of Gold Clause Contracts.

John T. Madden, Director of the Institute of International
Finance, in his report presented at the annual eonvention
at Hot Springs, Va., Oct. 30, of the Investment Bankers’
Association of America, furnished a summary of defaults on
foreign dollar bonds publicly offered in the United States-.
We give the report herewith:

INSTITUTE OF INTERNATIONAL FINANCE—ANNUAL REPORT

For Fiscal Year Ended August 31 1933.

The defaults on foreign dollar bonds which occurred during 1930 and
1931 were increased during the past fiscal year, and bonds to the amount
of $746,523,000 defaulted either entirely or partially. A large part of this
amount consists of German bonds on which transfers of debt service were

temporarily suspended under the moratorium law of last June. On August 31
1933 the status of foreign securities in default was as follows:

SUMMARY OF DEFAULTS ON FOREIGN DOLLAR BONDS
PUBLICLY OFFERED IN THE UNITED STATES AS OF
AUGUST 31 1933.

(Exclusive of Canadian issues.)

a In Default as | In Defautt on | Total Amount

to Interest. Sink .Fund Only.| in Default,

$94,244,400 $4,222,500 $98,466,900
51,589,700 2,608,500 54,178,200

Country.

Argentina
Austria. .- -
Bolivia ...

ar!
Dominican Repub
El Salvador 12,619,300
279,846,500

26,942,500

13,653,500
91,286,000
62,895,600
75,000,000

‘9D 4

86,673,900
63,403,500
54,297,500

46,123,000

$2.,079,390.600 ' $168.180,200 ! $2,247,570,800

a In most instances sinking fund payments are also in default and on
a few issues principal is in default.

b Defaults by private corporations only.

< In addition $27,867,800 of notes matured in 1932 and 1933 but were
not paid on account of German foreign exchange restrictions. Bondholders
have consented to extend the greater part of this amount for three to
five years.

In some cases these defaults were the result of adverse economic conditions
in the respective countries and-or the lack of foreign exchange caused by
the shrinkage of foreign trade and the adverse movement of capital and
credit. In other cases, however, the defaults represented to some extent
at least a lack of willingness to pay on the part of the debtors. Since the
abandonment of the gold standard by the United States and the revocation
of the gold clause contracts, a number of foreign borrowers have also
disregarded the gold clause in their obligations and have pald their debt
service in depreciated dollars. While this may be considered a breach of
contract and a technical default, yet in view of the fact that the United
States is following the same practice, those countries which have violated
the gold clause provision have not been considered defaulters.

Many foreign debtors unable to meet the service on their foreign obliga~
tions in full are endeavoring to make partial payments and some have
already made definite provisions for future payments. Partial payments
of interest in dollars are being made on $227,736,200 of defaulted bonds,
or 11% of the total in default on interest. In this figure are not included
the $264,547,000 of German bonds in default because the 50% payment
of interest in dollars, provided for by the transfer moratorium, has not
been made up to Aug. 31 1933. Brazil and Costa Rica have offered funding
bonds in lieu of interest for a period of several years on $153,453,300 of
outstanding bonds, representing 7.4% of the total. In several countries,
notably Germany, Austria and Hungary, transfer moratorium laws require
debtors to deposit with the Central Bank or some other institution th
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equivalent in domestic currency of service due on external bonds. A number
of South American debtors are also making such deposits. Although
accurate data are not always available, the amount of foreign dollar bonds
on which interest is being deposited, in whole or in part, in foreign currencies
is provisionally computed at $438,164,500 or 21.5% of the total in default
as to interest. In this group are included the German bonds in default
on Aug. 31 1933. On $1,147,795,400 of defaulted bonds no payments
whatever are being made. A classification of publicly offered foreign
dollar bonds in default, according to the status of interest payments is
shown in the table below:

STATUS OF INTEREST PAYMENTS ON PUBLICLY OFFERED
FOREIGN DOLLAR BONDS IN DEFAULT AS OF AUG. 31 1933.

Volume 137

clnterest
Inieresi Being
Being Depostted
Paid Abroad

in Funding |in  Foreign
Bonds. Currenctes.

Total
Amount
in
Defaull
as to
Interest,

alnterest
Being
Paid in
Part in
Dollars.

No
Payments
Being

Country

$
04,244,400
51,569,700
5 59,422,000
2| 00| 333,844,300
16,989,5C0
318,506,000
5,500,000
129,269,800
8,781,000
37,649,700
995,000
12,619,300
278,340,000

$
1,422,000
51,569,700,

2
77,590,400

16,989,500 <
-~ e 5 0| 312,730,500
« 4 5,500,000
32,436,500 96,833,30C
Costa Rica
Cuba.b_ .
Denmark_b_
El Salvador..
Germany _
Greece_ __

5,603,500
3C7,635,000
13,653,500
91,286,000
75,000,0C0
86,673,900
10,420,000,

13,653,500
91,286,000
75,000,000
86,673,900
17,280,500
54,297,500

438,164,500'1,258,529,90012,777,884,100

Sweden_.b
Uruguay
Yugoslavia .

227,736,2001153,453,¢

a On most issues the balance is being paid in scrip.

b Defaults by private corporations only.

© Accurate information as to deposits in foreign currencies is not always
avallable and these figures are subject to correction. Such deposits are
frequently less than the amount required for debt service at the current
rate of exchange,

d By the terms of the German transfer moratorium 50% of the interest
due on external bonds is to be transferred in foreign currencies, but up to
Aug. 31 1933 no transfers had been made.

Number of Studies.—The routine work of the Institute during the current
year was continued along the same lines as in the past with the exception
that greater emphasis was placed on studies of countries in default. The
following studies were prepared:

No. 56. Greece—Bulletin on Securities in Default.
57. Bulgaria—Bulletin on Securities in Default.
. General Bulletin on Securities in Default.
b9, Costa Rica—Bulletin on Securities in Default.
« Yugoslavia—Bulletin_on Securities in Default.
b1, General Bulletin on Securities in Default.
2. Argentina—Bulletin on Securities in Default,
. General Bulletin on Securities in Default.
Statistical Bulletin:
Volume 111, No. 1. September 1932,
2. March 1933.

In addition the following bulletins on securities in default are ready
for publication:

Uruguay.
Panama.
Roumania.

Although these studies have been ready for some time, they have not
been released because of uncertainties as to the position of the Institute
under the Securities Act of 1933. As soon as this question is settled, the
studies will be published in rapid succession.

One of the problems which confronted the Institute during the past
fiscal year was whether or not to advise its subscribers to join in the forma-
tion of a protective committee in any given case. The formation of a pro-
tective committee usually involves more or less expenditure to bondholders.
In deciding whether to advise in favor of a committee the Institute has
always taken the position that formation of such committees was warranted
only when they had a reasonable chance of conferring some benefit on the
bondholders. Where the Institute determined after careful analysis of the
economic, financial and political conditions of the country in default,
that there appeared to be no reasonable hope for settlement or that no
immediate benefit would likely be obtained for the bondholders, the
Institute invariably took the position that the immediate formation of a
protective committee was premature.

Studies in Preparation,—The following default studies are in preparation

Germany.
Chile.

In addition some of the credit studies which have been issued in previous

Yyears are being revised and brought up to date.

Other Research.—During the past year, the Institute devoted a great
deal of attention to the matter of collecting data relative to securities in
default, In the first place the Institute collected from available public
sources the details of securities in default classified as to interest and prin-
cipal. Realizing, however, that additional information was needed on this
Question, the Institute, with the approval of the Executive Committee, has
sent out a questionnaire to all underwriting houses, as well as to fiscal and
Paying agents, with a view of ascertaining the exact status of all foreign se-
curities issued in the United States. The purpose of this study is to disclose
the total amount of foreign securities originally issued in this country, the-
amount repaid in principal, the amount received in interest and the amount
now in default and the amount outstanding not in default. The question-
naire also endeavors to ascertain what steps have been taken to protect
' the interests of American holders of foreign bonds in default. It is obvious
that a study of this character requires a great deal of time and careful
study. It is hoped that the study will be ready during the course of the
present year. Most banking houses have fully co-operated with the Institute
in replying to the questionnaire.

During the seven years of its existence, the Institute has collected a
vast amount of material relating to foreign securities. Its library contains
numerous volumes dealing with the financial situation of a large number
of countries and political subdivisions. The library also contains the
statistical year books of most countries and a number of books and pamiphlets
dealing with the economic and financial conditions of countries and political
gubdivisions which have borrowed in the United States. In addition 200
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magazines in different languages are being received. Every article dealing
with or relating to foreign investments is indexed and 12,000 cards dealing
with these topics give immediate reference as to where information can
be obtained. A number of daily newspapers and weekly magazines are
clipped and filed. All of this material and information represents a great
deal of cost and labor. I also wish to call the attention of the Executive
Committee to the statistical work carried on by the Institute. In order
to be able to obtain an accurate picture of economic and financial conditions
of foreign countries the Institute collects and tabulates statistical data
on the production of basic commodities, foreign trade, employment, foreign
exchange, interest rates, movement of capital, and the banking situation.
In addition a large number of charts are constantly kept and brought up
to date. The collection and recording of all these figures require a good
deal of time, but I believe them important and valuable enough to warrant
the expense. This information is of assistance not only to the staff of the
Institute but to a number of subscribers who constantly use our facilities.

Ingquiries.—The number of inquiries from subscribers during the year
was very large and they were handled in the usual prompt manner. As
in previous years, the Institute has given factual information only and has
refrained from expressing opinions.

Research Staff.—The research staff of the Institute has remained un-
changed. In view of the importance of keeping the records on foreign
securities as complete as possible, and of classifying the answers received
from the questionnaire, the Institute has assigned one research assistant
exclusively to this work. As in previous years the Institute was in charge
of its director, Dean Madden. The staff of the Institute was as follows:

Dr. Marcus Nadler, Research Director.
Dr. C. F. Carson, Research Assistant.,
Dr. 8. 1, Heller, Research Assistant.
Mr. H. C. Sauvain, Research Assistant.

Subscriptions.—The subscriptions during the past year were as follows:

163 $815.00] 1

29 290.00 1
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12 : 300.00
2 @ .00 14.00 -
| *18]505 $4,493.27
It is as yet difficult to say what the subscriptions for the coming year
will be since the bills for the fiscal year 1933-1934 have not been sent out.
Finances.—The following is a preliminary statement of the financial
results of the year:
Receipts—
Subscriptions $4,493.27
Bulletinsales_ _ - 387.87
Binder sales 16.50
Publications_ - _ - -~

11.9:
I1.B. A. Underwriting. - . . 12,000.00| Printing bulletins_ -
2.00 | Miscellaneous

. 0
Prepaid subscription )
Office equipment

Accrued items

Ezpendilures—
Office supplies and postage
Officesalaries. .- .- ------
Research salaries. - -

$16,961.57 $16,537.41
Balance

Work of the Research Committee.—The Research Committee under th
chairmanship of Mr. George Train has been very active during the past
year. The committee is composed as follows:
George Train, Chairman. {} S. Rife.

F. H. Brandi. F. Schucker.
A. W. Kimber. W. A. Sholten.

S. L. Reed. H. Von Metzler.

In this connection the Director wishes to express his sincere appreciation
for the work of the members of the Research Committee who have devoted
a vast amount of time and energy to the work of the Institute.

JOHN T. MADDEN, Director.
+

Report of Government and Farm Loan Bonds Com-
mittee—Administration’s Partial Fourth Liberty
Bond Conversion Program Commended.

The provisions of the Emergency Farm Mortgage Act
were discussed in the report of the Government and Farm
Loan Bonds Committee of the Investment Bankers’ Associa~
tion of America, which also was devoted to Government
financing and the Administration’s program for the conver-
sion of a part of the Fourth Liberty Loan bonds. The report
says ‘‘by converting $1,875,000,000 on the basis proposed, the
Government will save $18,750,000 annually after Oct. 15
1934, and if the operation is extended on the same basis to
cover the entire amount of Fourth Liberty 414s outstanding
the total annual saving would amount to $62,680,000. Going
one step further, if the Government included First Liberties
in_the operation, the total par_value involved would be
$8,201,000,000and the yearly saving would approximate $72 -
600,000.” ~In its resume of the Emergency Farm Mortgage
Act, the report points out that the Act ‘‘definitely placed
the Joint Stock Land Banks in a position of slow liquidation.”
F. Seymour Barr, of Barr Brothers & Co., Inc. of New York,
Chairman of the Committee, presented the report as follows:

United States Government,

Between Oct, 26 1932 and Sept. 21 1933, the United States Government
marketed new securities aggregating approximately $%,000,000,000. In
this amount are included Treasury Bills approximating $3,200,000,000
having a maturity of about 90 days. These bills were sold at various
dates within this period on an average discount basis showing a price range
from .09% to 4.26%. This relatively very high rate of 4.26% was carried
on an issue of bills sold on March 6, during the Bank Holiday, and the next
highest rate, 1.83% was carried by an issue sold later in March. With
the exception of these two rates, influenced of course by the Bank Holiday,
the majority of bills issued during this period carried rates of .50% or less,
and the last issue of $100,015,000 dated Sept. 20 bore a rate of 0.110%.

There were included in the above total $2,188,245,400 United States
Treasury Notes maturing in from two to five years and carrying rates of
1% % to 2% %, which rates are slightly lower than those carried by notes
which were sold during the preceding year, such rates ranging between
236% and 3% %. There were five issues of notes sold by the Government,
and the amounts, maturities and rates are as follows: m O
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$360,533,200 23{ % four-year notes—sold on Dec. 15 1932.
$277,516,600 2/% five-year notes—sold on Feb. 1 1933.

$572,419,200 274 % three-year notes—sold on May 2 1933.
$623,911,800 2% % five-year notes—sold on June 15 1933.
$353,865,000 156 % two-year notes—sold on Aug. 15 1933.

United States Certificates of Indebtedness sold by the Treasury and
included in the above total aggregated $1,831,786,000. These certificates
had maturities of from five months to one year and carried rates of interest
ranging from )4 of 1% to 424 %. Two of these issues carried relatively
very high rates of interest due to the fact that they were marketed on
March 15 1933 at the time of the Bank Holiday. These issues consisted
of $469,089,000 4% five-month certificates and $473,328,000 4% % nine-
month certificates. The Government enjoyed unusually low rates of in-
terest on the other three issues sold during this period: 2{ of 1% on two
issues and %% of 1% on the other. These rates, compared with those
carried by certificates sold during the preceding year, are considerably
lower, as the certificates sold during the convention year 1931-1932 ranged
between 124 % and 33{%. The one issue carrying a rate of 3% of 1% was
marketed on Sept. 15 1933 and consisted of $174,905,500 nine-month certi-
ficates. This rate of interest is a record low for Government borrowing
on anything other than Treasury bills and compares with the previous
low rate of 3 of 1% carried on two issues of certificates which were sold
during the past year.

Also included in the total amount of new securities sold by the Govern-
ment during the year were $835,036,350 eight-year bonds bearing a rate of
33 %. 'This is the first time since Sept. 15 1931 when the 3% bonds of
1955-51, approximating $800,000,000 were sold that the Government re-
sorted to financing by means other than bills, notes or certificates. During
this period a total of approximately $5,527,000,000 of Government certifi-
cates, notes and bills matured, and in all cases were refunded. Therefore,
the total of ‘“‘new money’’ for the year amounted to approximately $2,500,~
000,000. As a result of the above-mentioned Treasury operations, the
total gross debt of the United States, which was $20,812,541,385 on Oct. 31
1932 increased by $2,285,973,525, making such debt $23,098,514,910 on
Aug. 31 1933, and as you know, this increase was during the Investment
Bankers' Association convention year, For the Government fiscal year,
which ended June 30 1933, the increase in the gross debt amounted to $3,-
051,670,116. As a matter of comparison with the above, when the peak
of the Government debt was reached in Aug. 31 1919, the amount of in-
debtedness was approximately $26,600,000,000. From this peak point
the debt was reduced by a yearly average of $345,000,000 to about $16,500,~
000,000 in 1930, thus showing an increase of appoximately $6,600,000,000
during a period of slightly over three years. With the national income
to-day estimated at three-fifths of what it was in 1919, the present Govern-
ment debt would appear to be a substantially greater burden than it was
at its peak in 1919.

The Government short-term debt, and we refer to that maturing within
the next five years, amounts to approximately $7,750,000,000 which is
an increase of about $1,400,000,000 over a year ago, and included in this
amount is approximately $3,000,000,000 of debt which matures within
one year.

Your Committee's report was completed about Oct. 1 and had to be re-
written, as on Oct. 11 official word was received that the Government
had decided to call certain series of the outstanding 4th Liberty Loan 4}4s
The terms of this call provided for the retirement of approximately $1,875,-
000,000, embracing all bonds of three designated series. The interest on
such called bonds shall cease to accrue after April 15 1934. The Treasury
department opened books about Oct. 16 for the exchange of called, or un-
called, 4th 4}4s at par for a new issue of 10-12-year maturity bearing in-
terest at the arte of 4’{% to Oct. 15 1934, and 3% % thereafter.

The last available official figures indicate that such exchanges have taken
place in the amount of $650,000,000. Cash subscriptions were asked for
approximately $500,000,000 of the new issue at 1014, which price includes
an accrual of interest from Oct. 15 to the anticipated delivery date, Nov. 1,
amounting to the equivalent of 6-32, so the subscription price on Oct. 16
represented approximately 101.10, showing a yield of about 3.21 to the
1943 optional date. This issue was over-subscribed about four times.
About $7,000,000,000 of the public debt is now eligible for call, including
about $1,400,000,000 First Liberty 3!¢s and about $536,000,000 First
Liberty 448, which are callable on June 15 and Dec. 15, upon three months’
notice.

Now that the Government has embarked upon its conversion program
in a substantial way, it may be that neither holders of called or uncalled
bonds will figure too closely on fractional advantages, but will have in mind
the constructive nature of the operation and remember the history of éx-
change offers, that where early offers are reasonably successful, later pro-
Pposals are ordinarily progressively less attractive, and may decide to make
a special effort to co-operate with the Government by turning in their
holdings for conversion promptly. The reduction from the outstanding
4% % to the new 34 % rate is not so great as that recently made by Great
Britain on a much larger amount of her war debt, when 5s were replaced
by 314s. So far there has not been the direct appeal to patriotic motives
here which was carried on in England at the time of her operation. Neither
does it appear necessary to close our capital market to all other forms of
long-term financing while this conversion is under way.

In addition to $823,000,000 2 and 3% Consols and 2% % Potsal Savings
Bonds, the Government has outstanding $2,414,000,000 bonds carrying
rates as low or lower than the new issue. This total is made up of $819,-
497,000 3 ¥4s of 1946-49 brought out in June 1931, $759,494,000 3s of 1951~
55,in September 1931 and $835,000,000 3%s 1941 issued in August of this
year.
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will save $18,750,000 annually after Oct. 15 1934, and if the operation is
extended on the same basis to cover the entire amount of Fourth 4 s now
outstanding, the total annual saving would amount to $62,680,000. Going
one step further, if the Government included First Liberties in the operation
the total par value involved would be $8,201,000,000 and the yearly saving
would approximate $72,000,000.

Nine long-term issues have been brought out since the War and are
now outstanding in the total amount of $6,051,000,000, carrying rates
ranging from 3% to 4} %, but with the nearest call date falling in 1940,
this entire category is outside the realm of consideration for nearby con-
version purposes.

The calling of approximately one-third of the largest issue of Government
bonds outstanding is generally considered to be at least an indication of
conservative intention on the part of the Administration as to its monetary
policy. Feeling its way along with relative caution and adopting this
policy of conservatism may be taken to indicate that the Administration
is not apt to place itself in wide-open vulnerable positions in one directvion
or the other during the next several months.

The Government deficit for the fiscal year ended June 30 1933 amounted
toYabout $1,786,000,000 and compares very favorably with the deficit
for the fiscal year ended June 30 1932, which amounted to approximately

$2,880,000,000. For the first two months of the present fiscal year the
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Government deficit amounted to about $229,600,000, also comparing very
favorably with the deficit of about $664,000,000 for a similar period during
the preceding year. This reduction is due almost entirely to receipts of
increased revenues and has not been influenced materially by decreased
expenditures. As a result, it appears the Government will not need as
much “new money' for current expeness as during the past year. On
Dec. 15 1933, however, two issues of Treasury certificates mature, amount-
ing to $725,000,000, and your Committee believes that they will have to be
refunded.

The Government market was fairly steady last fall, improving in January

to a peak about Feb. 1 this year. Banking difficulties in important mid-
‘Western cities shortly after that time caused considerable liquidation from
institutional portfolios. The market continued very sensitive until the
Federal Reserve started its buying program under the terms of the new
Farm bill the latter part of May. Since that time the market has been
stronger, and although at times largely dependent upon Federal Reserve
direction, has resulted in lower charges for short-term Government borrow-
ings as shown above. The Emergency Banking Act passed March 9 gave
Federal Reserve Banks permission to issue Federal Reserve Bank notes
against deposit of direct Federal Government obligations without regard
to coupon rate or maturity, the amount of such notes issued not to exceed
the face amount of the Government obligations deposited as security. These
Federal Reserve Bank notes may also be issued up to 90% of the estimated
value of notes, drafts, bills of exchange and bankers’ acceptances The
Federal Reserve Act was also amended to allow Federal Reserve Banks
to make 90-day advances to individuals, partnerships or corporations on
their promissory notes secured by direct obligations of the Federal Govern~
ment.
s, The Farm Bill passed in May authorized the President, in his discretion,
to direct the Secretary of the Treasury to arrange with the Federal Reserve
Banks for their purchase of up to $3,000,000,000 in Government obligations,
over and above their holdings of $1,837,278,000 at that time. The rate
of buying these obligations by the Federal Reserve was stepped up to
about $35,000,000 a week late in August, and by Sept. 20 total holdings
amounted to $2,238,000,000. The resolution signed by the President
June 5 under the title “A Joint Resolution to Assure Uniform Value to
the Coins and Currency of the United States' abrogated all gold clauses
in effect in this country, and since that date all Federal Government issues
have omitted the clause, ‘‘Payable in Gold at Present Standard of Value."
This step had no apparent effect on the rate at which subsequent issues of
Treasury bills were marketed, and it is interesting to note that the first
issue of certificates after the passage of said Joint Resolution, eliminating
the gold clause was the one of $460,099,000 dated June 15 1933 due March 15
1934 and was placed at .75%.

During a year which has included a change of political party in office,
the Bank Holiday, the embargo on gold shipments, and the cancellation of
the gold clause in all Government securities, the fluctuations in the yield
of long-term Treasury bonds have naturally been unusual. An average
of eight issues of Treasury bonds showed a yield of 3.38% on Nov. 1 1932.
From this point the yield fell to 3.11% on Feb. 2 1933; rose to 3.67% on
March 3, and stood at 3.20% on Sept. 20. While the Federal Reserve
Banks during this period have purchased only a negligible amount of the
Treasury bond issues, their substantial purchases of the shorter obligations
have probably been a steadying factor in the market for the long-term issues.

Federal Land Banks.

Although Federal Land Banks have done no public financing for the
last year and one-half, $18,800,000 three-year 414 % bonds due 1935-1934
were issued to the Reconstruction Finance Corporation against loans during
the latter part of last year; and $3,000,000 of 424 % bonds due 1936-1935
were issued this year in the same manner. In addition to these issues there
have been taken by the RFC against loans $3,000,000 of the new consoli=
dated Farm Loan bonds whose 4% interest is unconditionally guaranteed
by the United States Government. The details regarding this issue wll
be covered subsequently in this report.

For the period of six months ended June 30 1933, the banks made loanu
to agriculture amounting t07$18,399,000, which compares with the amount
of approximately $13,000,000 of loans"'made for the corresponding period
last year. During July and August of this year, however, this pace was
accelerated and loans amounting to approximately $11,500,000 were made.
At the time of your Committee’s report the last available official statement
of the 12 banks is as of June 30 1933, which shows developments during the
12 months preceding, reflecting a reduction in mortgage loans of approxi-
mately $38,000,000; reduction in the amount of United States Govern-
ment securities owned of close to $12,000,000; a reduction in the amount
of other securities owned to about $17,000,000, and a reduction in cash of
about $3,000,000. The amount of real estate owned outright increased
about $20,000,000 and real estate which is subject to redemption in the
form of sheriffs’ certificates, judgments, &c., increased about $4,500,000.
You will note in your Committee'’s report of last year the comment regard-
ing the marked increase in delinquent instalments and real estate taken
over under foreclosure, and apparently conditions have not changed for
the better in this regard as delinquencies after the allowance for partial
payments, but before reserves, increased about $12,000,000 and delinquent
items in connection with which extensions were granted increased from
approximately $10,000,000 to about $28,500,000. In this connection
you will probably recall from your Committee's last report the $25,000,000
which was appropriated last year to grant extensions to worthy borrowers,

On June 30 of this year the capital stock of the Federal Land Banks in
the hands of the Treasury of the United States amounted to $124,872,000
out of a total capital of $188,514,000. Reserves and undivided profits
at this time amounting to $38,554,000. This large percentage of capital
stock held by the Federal Government leads your Committee to believe
that the Government is very serious in its intention to work out a con-
structive program which will definitely aid agriculture and at the same
time endeavor to protect the holders of Federal Farm Loan bonds.

" Of greatest importance to the Federal Farm Loan System was the legisla-
tion which was enacted during the last session of Congress. As a result
of this legislation, the Federal Farm Loan Board was abolished and itg
executive functions were transferred to a Land Bank Commissioner who
is made a member of the Farm Credit Administration, but subordinate in
authority to that of the Governor, who can assent to, modify, or overrule
any conclusions arrived at by said Commissioner.

On May 12 this year, President Roosevelt signed the Emergency Farm
Mortgage Act, which embraced provisions of great magnitude and of
unusual importance to the Lank Bank System. Under this Act, and until
such time as the banks may be able to sell bonds of the type theretofore
issued, and at present outstanding, at a yleld not in excess of 49, and
for two years from May 12, Federal Land banks may issue not to exceed
$2,000,000,000 *“New Consolidated Federal Farm Loan" bonds bearing
interest not in excess'of 4%, which interest shall be fully and uncondluona.lly
guaranteed by the United States. These new bonds and the income de-
rived therefrom carry the same tax exemption as the present outstanding
Federal Farm jLoan bonds. The Act requires that on mortgage loans
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made through national farm loan associations and outstanding May 12,
or made during a two-year period beginning on that date, interest payable
within a five-year period commencing July 11 1933, shall not exceed 414 %.
Interest to be paid by direct borrowers and borrowers in Peurto Rico is
reduced to 5% for the same period. No principal amortization payments
shall be required during the period if the borrower is not in default on some
other provisions of his mortgage. $15,000,000 was appropriated to enable
the Secretary of the Treasury to make payments to the Federal Land Banks
to offset such losses of revenue as they would experience up to June 30 1934,
as a result of reducing interest on loans. This amount should be ample
for this period because it amounts to approximately 29% of the average
rate (4.54), the banks have to pay on $1,141,897,000 bonds outstanding,
whereas the reduction to 414 % interest on loans in force amounts to a
downward revision of about 18% from the 5.4 average rate at the time the
Act became effective. Additional amounts are to be appropriated to
offset this reduction of interest as they become necessary each year during
the next four years. To assist the banks in overcoming the loss of revenue
they will experience through postponement of principal amortization,
$50,000,000 was appropriated for the Secretary of the Treasury to use in
making subscriptions to paid-in surplus of the banks. Additional amounts
may be provided as needed.

The Emergency Farm Mortgage Act also provides that up to $50,000
may be loaned to any one borrower, provided loans in excess of the old
limit of $25,000 are made only upon the approval of the Farm Loan Commis-
sioner. Upon certain conditions, the Commissioner may authorize a bank
to loan direct to an individual at a rate of }4% above the rate charged by
the bank on loans made through national farm loan associations.

The new bonds are to be collectively secured by collateral kept separate
from collateral securing bonds previously issued by individual banks and
may be sold for cash or issued in exchange for first mortgages on farm
lands at a price not to exceed the unpaid principal of the mortgage, or 50%
of the normal value of the land and 20% of the value of permanent, insured
improvements, whichever is lower. Such of these new bonds as may not
be required for making new loans or exchanging for mortgages may be
issued after May 12 1934, to refinance outstanding Federal Land Bank
bonds. Such refinancing as might be done during the year from May 12
1934 to May 12 1935 would be very helpful in reducing interest charges on
the system’s funded debt because of the volume of outstanding bonds
bearing coupons of 4%, 424, 43 and 5%. This swould be in addition to
the advantage to be gained by having a definitely ‘‘consolidated™ issue
representing one obligation for the entire system, in place of the individual
issues by each of the 12 banks presently outstanding.

There is also a provision in the Act for the RFC to make available to the
Farm Loan Commissioner not exceeding $200,000,000 for the purpose of
loans to farmers against first or second mortgages upon the whole or any
part of farm property, real or personal, including crops where the amount
of such mortgage, together with all prior mortgages or other evidences of
indebtedness secured on the farm property does not exceed 75% of the value
thereof, The loan of any one farmer shall not exceed $5,000, bear interest
at,not over 5% and must be amortized within a limited period.

Some holders of old Federal Land Bank bonds have indicated they might
be reluctant to convert these holdings into the new interest-guaranteed 4s.
They are skeptical of appraised “normal’ values which may be established
and wonder if the Government guarantee of interest does not put the bond-
holder on notice that that is the extent of the Government's responsibility.
In the light of experience, however, they should feel that the Government
has given repeated indications of complete responsibility on the old bonds.
Another factor is that the market on the old bonds is one with which
holders are familiar, but large amounts of new bonds which can be exchanged
for mortgages may be offered in the market for liquidation, introducing
an element of uncertainty marketwise.

Questioning the Government tie-in is probably not well founded because
it is difficult to imagine the Government sponsoring such an extensive
program so whole-heartedly and then abandoning it later. If things would
not work out well and wholesale foreclosures should become imminent,
it is logical to expect the political aspect would force the Government back
in. The Act might be modified after Congress convenes so that a more
convincing definition of appraised values may be incorporated. If these
consolidated bonds carried a guarantee of interest so long as principal
remained unpaid, there could be no question of the Government’s intention
to follow through effectively on supervision and upon efficient operation.
This extended guarantee would undoubtedly add substantially to the attrac-
tiveness of these securities which should result in great benefit to the system.

The market on Federal Land Banks bonds experienced severe fluctuations
late last year and early this year. The market during the middle of Sep-
tember was close to the levels obtaining just one year ago, some dollar
quotations being identical, with the widest changes showing an approximate
two-point decline. On June 30 of this year the total outstanding bonds
(8$1,141,897,000) represented a reduction of about $5,500,000 of bonds
outstanding on Dec. 31 1932.

Federal Intermediate Credit Banks.

This system of banks continues in the strong position it occupied last
year. As of July 31 this year their assets totaled close to 13{ times the
amount of outstanding debentures, which were $88,000,000. The prin-
cipal items of assets consisted of loans and discounts, $29,000,000; United
States Government obligations, $45,000,000, and cash on hand $15,000,000.
B During the past two or three months, the banks have marketed $60,000,~
000 of debentures, about one-half of which are reflected in the $88,000,000
above referred to and all told after allowing for these debentures that have
been retired, the net amount outstanding as of Sept. 15 was about $110,000,-
000. When considering this increase above the July 31 total, it should be
borne in mind that asset items have increased correspondingly. Of the total
capital $60,000,000 subscribed by the Treasury ($5,000,000 to each of the
12 banks), $30,000,000 had been paid in by 1932 and during that year this
amount was increased by $2,000,000. During the first quarter of 1933,
$28,000,000 was advanced, completing the subscribed total, and as of
the latter part of September this year the paid-in capital, surplus, reserves
and undivided profits aggregated about $62,800,000.

It might not be out of place, at this time, to again outline a few of the
features of these debentures which make them particularly attractive for
short-term investment purposes. They are secured by constantly revolving
short-term loans and discounts; they are exempt from taxation (Federal,
State and local), and they are eligible as collateral for 15-day loans with
the Federal Reserve Banks if running six months or less.

About a year ago these debentures were selling on a 1% basis for three-
month maturities; 124 % for six-month maturities, and on a 2% pasls for
debentures running for one year. The present range is about as follows:
3% of 1% for three months; 1% for 6 months; 1}4{% for nine months and
1% % for 12 months.

Joint Stock Land Banks.
F The Emergency Farm Mortgage Act signed by the President on May 12
of this year definitely placed the joint stock land banks infa position of slow
iquidation as it provides “‘after the date of this Act nofjoint stock land
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bank shall issue any tax-exempt bonds, or make any farm loan, except such
as are necessary and incidental to the refinancing, &c.” In order to make
this liquidation ‘‘orderly’ the Act directs the RFC to make $100,000,000
available for not exceeding two years to the Farm Loan Commissioner
so that he may make loans to the joint stock land banks at 60% of normal,
apprasied value of real estate, and at a rate of 4%. The amount of these
loans is the ratio which the unpaid mortgages of each bank bore to the
total unpaid mortgages of all operating banks. However, in order to ob-
tain such loans, the joint stock land banks must reduce interest on all
their first mortgages to 5% from July 11 this year and must agree that for
a two-year period beginning May 12, they will forego normal foreclosure
proceedings, There is also a provision in the Act allowing joint stock
land banks to exchange mortgages for the new interest-guaranteed 4% Fed-
eral Land Bank bounds at a price, however, which shall not exceed the unpaid
principal of the mortgage or 50% of the normal value of the land, and
209% of the value of permanent insured improvements, whichever is lower.

Liquidation of joint stock land banks should eventually work out more
to the advantage of the bondholders than a readjustment and scaling down
of bonded debt, which has been arranged where stockholders are trying to
work out something on their holdings at the expense of bondholders.
1t seems to your Committee that the percentage of good and fair collateral,
in addition to other assets of these banks bears a somewhat higher ratio
to outstanding bonds than is indicated by current market quotations on the
bonds. It is interesting to note that the Act which placed these banks
in liquidation has in no way made the capital stock double liability feature
more effective for the benefit of bondholders.

On June 30 this year, 46 joint stock land banks were in operation; one
in voluntary liquidation; three in the process of liquidation through receiver-
ship, and three had been liquidated.

As of Dec. 31 1932, $425,320,000 joint stock land bank bonds were out-
standing, representing a total of $33,700,000 retired by the banks during
the preceding 12 months. On June 30 of this year, such outstanding
amounts had been reduced to $405,649,000. It is interesting to compare
this amount with the total at the end of December 1927 when $667,314,000
were reported.

It is also interesting to note that in contrast to the current market on
Federal Land Bank bonds, which as above mentioned is practically the same
as it was one year ago, practically all joint stock land bank issues show dis-
tinctly improved prices.

Some of the joint stock land banks, realizing the necessity of doing some-
thing to balance their current position as it relates to income against fixed
charges evolved a plan which required the sale to the bank of one-half of
each individual investor's holdings at $0.35 on the dollar. The last bank
to resort to this plan abandoned it upon the failure of the specified percen-
tage of bondholders assenting to it.

Your Committee believes your attention should be called to the plan
adopted by the First Joint Stock Land Bank of Montgomery, Ala. This
institution realized that unless their income and outgo could be more nor-
mally balanced, recelvership with its attendant expenses, would be inevitable.
Also, realizing their responsibility to the bondholders, they evolved a plan
in which the bondholders were requested to assent to a reduction of 50%
of their interest payments for a period of two years and should 90% of such
bondholders consent it should become immediately operative. Even
with an offer so equitable for all concerned, it was astonishing, in view of
the difficulty in locating so many widely scattered holders of coupon bonds,
to see the rapidity and alacrity with which the plan went through. At the
present moment, your Committee understands that over 93% of the bond-
holders consented to this interest reduction, and the plan has become
operative.
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Respectfully submitted,
GOVERNMENT AND FARM LOAN BONDS COMMITTEE.
F. Seymour Barr, Chairman.

W. O. Hoagland | 'T.Raymond Pierce
Clarence B. Jennett  Lester W. Perrin

Dudley C. Smith
———

Report¥of Municipal Securities Committee—Urges
Support of Congressional Measure for Readjust-
ment of Financial Difficulties of Municipalities
Through Federal Bankruptcy Court Machinery—
Resolution Adopted—Status of Proceedings
Affecting State of Arkansas Highway and Toll

. . Bridge Bonds. e L

¥ The enactment by Congress of the proposed law amending

the Federal Bankruptey Act so as to_allow a ‘municipality
which is in default to go into Federal Court, with the consent
of 309 of its creditors, and seek an orderly readjustment

of its financial difficulties, was urged in the report of S.

Fleetwood Dunstan (of the Bankers Trust Co. of New

York), Chairman of the Municipal Securities Committee

of the Investment Bankers’ Association of America. In

his report, which was presented at the annual convention
of the Association at Hot Springs, Va., on Oct. 31, Mr.

Dunstan stated that the proposed law, originally known as

the Wilcox bill, became the Sumners bill after minor altera~

tions. The House of Representatives, he stated, promptly
passed the bill, but it was never brought before the floor
of the Senate. It remained in the hands of the Senate

Judiciary Committee, and no action was taken on it before

the close of the special session. ‘‘Since Congress adjourned,”

said Mr. Dunstan, “the municipal default situation has not
improved.” He added:

More communities now face the necessity of a debt readjustment and
there seems to be little prospect of accomplishing it without Federal bank-
ruptcy court machinery, This legislation is worthy of support by mem-
bers of our Association.

From an account from Hot Springs, Oct. 31, to the New
York ‘“Journal of Commerce” we quote:

Mr. Dunstan, in a"press interview after the session, voiced the opinion
that at least $200,000,000 in principal and interest on State and municipal
issues is now overdue and that the debt of these communities so affected
exceeds $1,500,000,000. The market value of these debt obligations has
been depleted through the present legal requirements,.bonds being quoted
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from 5 to 50, and their intrinsic worth would be increased many-fold if bene-
ficial readjustments could be accomplished. * * *

Under recent Federal legislation it is now impossible for a small minority
of the creditors of the railroads to block a reorganization which is believed
to be advisable by a majority of the creditors. No such provision applies
to the States and cities, however, and the holder of one bond may block
a readjustment that is approved by the debtor and thousands of creditors.
In several cities protective committees of bondholders have been formed
and have drawn up reorganization plans, but they have been unable to
move because of a stubborn minority. The belief was expressed by one
delegate that in no single case in this country has a municipality been able
to put through a readjustment of its debt structure without paying dis-
senting bondholders 100 cents on the dollar.

The Association placed itself on record in support of the
proposed legislation in the following resolution adopted at
the convention:

Whereas, minority interests may now obstruct needed municipal refund-
ng operations due to the fact that 100% approval of all affected creditors
s required; and

Whereas, it is to the best interest of municipal credit and the owners
of municipal bonds that all situations of this character be corrected as
early as possible; and

Whereas, legislation was passed by the House of Representatives at the
ast session of Congress providing machinery for refinancing plans binding
on minority creditors when approved by a large majority of the creditors,
the municipality in question and a Federal Court,

Be It Resolved, That the Investment Bankers’ Association of America
endorses the principles of legislation which would permit the orderly re-
adjustment of municipal indebtedness when such legislation requires the
approval of the plan of readjustment by a Federal Court, the municipality
and a substantial majority of the creditors affected.

In an aceount from Hot Springs, Oct. 31, to the St. Louis
“Globe-Democrat” it was stated that application of such a
plan of readjustment to the Arkansas Road District State
Highway and Toll Bridge defaults, would prove a boon to
many St. Louis individuals and institutions, as approxi-
mately $40,000,000 of such defaulted bonds are held there,
and incidentally some of the closed banks in St. Louis have
sizable blocks of these bonds which at present market values
would be sold at a needless sacrifice. Reference to these

bonds are made in the report, which follows in full:

This is an opportune time for the members of our Association to use their
best efforts to promote a program of constructive economy in local govern-
ment. Sound principles of State and municipal administration and finance
have been advanced for many years by our various municipal securities
committees. We have direct evidence that they have been helpful to those
charged with the administration of government and the holders of their
obligations. Generally speaking, we have found that our States and
municipalities and their officials have a high sense of credit. They have
a growing desire to accept counsel. We find, too, that responsible indi-
viduals are taking a greater interest in government affairs and more careful
attention is being paid to the problem of municipal operation and finance.
Conditions are most favorable, therefore, for placing special emphasis on
at least two of the recommendations made in our interim report—*'Consoli-
dation of Overlapping Government' and *Effective Tax Collecting System."

In an address delivered during August of this year President Roosevelt
said: ‘‘The greater part of government, as it affects your daily lives and
mine, is your local government. The opportunity in this field of local
government for improvement . . is just as great as it is in Wash-
ington.” He pointed out the numerous layers of government under which
we live, such as the Federal, State, county, town, village, school district,
electric light district, fire district, sidewalk district and numerous other
districts; and we are ‘‘paying taxes in all of them."” Continuing, he said:
“But we haven’t done much yet along that line. We haven't done much
to reorganize in our local government—what you and I know to be an out-
worn system, built up in the days of the oxcart and unchanged in the days
of the automobile.” It has been estimated that there are nearly 200,000
governments in the United States. Citizens in some of our communities
are blanketed under as many as ten layers of government. This naturally
results in inefficiency and excessive cost. The system must be simplified.
Consolidation and elimination of overlapping functions is difficult for
political reasons. However, our citizens are awake to-day to the fact that
providing government is a business and must be administered efficiently.

A reorganization of local government would bring with it a revised tax
system, but this revision is necessary whether or not a complete reorgani-
zation is accomplished. At the Municipal Finance Conference in Chicago
in July the Federal Government was called upon to provide for a commis-
sion which would be empowered to study the revenue systems of the various
branches and units of government in this country, and make recommenda-
tions. Some of the members of your committee participated in this very
interesting and beneficial three-day forum on municipal affairs. It was
attended also by many prominent public officials, governmental researchers,
bankers and other experts in public finance and taxation. While recog-
nizing the need for rearrangement of the present structure of taxes and
revenues, the conference asked for a more intelligent and forceful adminis-
tration of the existing tax laws.

A faulty collecting practice has led to much short-term tax delinquency
in some sections of our country. In some communities the statutory
Denalties are so light or the enforcement of the law so lax that taxpayers
delay payment of their taxes in order to meet the demands of more exacting
creditors. Taxes must eventually be paid, and if the taxpayer is solvent
he should obtain credit from sources other than the government. Con-
tinued extensions and a progressive easement of penalties can hardly fail
to have a demoralizing effect on taxpayers generally. The practices are
grossly unfair to those who pay their taxes promptly and are of doubtful
benefit to those they are intended to help. In order to make possible the
orderly conduct of government through prompt receipt of revenue, the
procedure for the collection of taxes should be made as simple, regular and
undeviating as possible. The power to collect should be exercised vigor-
ously and impartially.

“Pay Your Tazes'" Campaign.

Your committee for several months has been taking an active part in
what we call a “Pay Your Taxes” Campaign. Tax delinquencies in the
early stages of the depression were not considered dangerous, as the de-
ficiencies were easily met by temporary borrowing at the banks. These
loans increased to large proportions, and now further borrowing against
delinquent taxes is exceedingly difficult and in many cases impossible.
Yet local government must be maintained in order to safeguard the prop-
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erty, health and even the lives of its people. Taxes have been levied for
these purposes and the present situation demands their collection.

The thought behind the campaign is that taxpayers should be made
more familiar with the operation of local government and that a frank
discussion of all factors in municipal finance should help the case of honest
and able public officials who are endeavoring to give the citizen service
for his tax-dollar. The movement may be said to have an element of
patriotism. Specific studies of delinquencies made here and there through-
out the country indicate that it is the large taxpayer who is most guilty
of the delayed payments which have caused embarrassment to munici-
palities, and it is chiefly against these large taxpayers that collection cam-
paigns have been directed. Despite the admitted complexities of the
problem, much progress has been made in this campaign. Measures for
more strenuous tax collections already have been placed in effect in a num-
ber of municipalities with excellent results, and a spread of this movement
is assured.

A large number of investment dealers have participated actively in the
campaign and, at considerable expense to themselves, have prepared
literature for distribution to public officials, bond buyers and all others
interested in municipal credit. In addition to this, any number of news-
papers throughout the country have co-operated by calling upon their
readers for the support of their local government by the payment of taxes.
The National Municipal League has also become interested in the work.
It has been carrying on an extensive field activity and has been issuing
newspaper and magazine publicity. There are some 58 organizations co-
operating in the League's program. Furthermore, the League is using a
nationwide radio hook-up. It began its broadcasts on June 20 and will
continue through the late fall at least, and possibly longer. Your com-
mittee is working with the League and some of its members are taking part
in the radio educational program. More money is needed to enable the
League to pursue its efforts, and it is the feeling of your committee that
members of the Association should contribute financially to the continuance
of this campaign.

Federal Legislation.

We have had to concern ourselves, too, with the activities of the Federal
Government. The work of Congress has a very direct effect upon munici-
pal credit.

! National Industrial Recovery Act.

On June 16 1933 President Roosevelt signed the NIRA. He declared
that it was ‘“‘the most important and far-reaching legislation ever enacted
by the American Congress.” Title II creates the Federal Emergency
Administration of Public Works and appropriates $3,300,000,000 for its
use. The expenditure of this money rests with the President. The Act
is permissive only. The President may exercise all, any or none of the pow-
ers invested in him. Furthermore, the Act has a life of only two years.
It authorizes grants of money as well as loans to States, municipalities or
other public bodies. The self-liquidating requirement of the Reconstruc-
tion Finance Corporation has been abandoned. The only test of eligibility
under this law seems to be whether or not the proposed work will increase
employment quickly. It does suggest that the loans should be reasonably
secured and that the President may consider whether an applicant's revenues
are in line with its expenditures.

Grants (that is, outright Federal gifts) may be made to political bodies
for the construction, repair or improvement of any *project up to 30%
of the cost of the labor and materials employed. The remaining 70% may
then be advanced as a loan. In addition, public works may be constructed
by the Administration and any necessary real estate or personal property
acquired. These in turn may be leased to the State or municipality with
or without privilege of purchase. The Act is so broad that we have to look
to the statements of policy from its administrators for guidance.

The President’s first utterance regarding the expenditure of this public
works money was: ‘“‘Our first purpose is to create employment as fast as
we can, but we should not pour money into unproved projects.” He
recently called upon the mayors of the cities in the country to come forward
quickly with proposals which would give immediate work to their unem-
ployed and asked for a “‘stimulation of interest all along the line in our
public works program.” Word came in early July that Budget Director
Douglas was insistent that Federal loans under this law should be made
only to those States and municipalities whose budgets were balanced and
credit satisfactory, and only on ‘‘absolutely sound and useful'’ projects.
The Emergency Administration has recently announced that all of the $3,-
300,000,000 will be allocated before the first of the year and has requested
local governments to make application promptly.

The Administrator, Secretary of the Interior Ickes, has recently stated:
“I do not deem it the intent of Congress, as shown by the Act under which
the PWA functions, that any unrestricted orgy of flinging millions of public
dollars toward unknown destinations be tolerated. I will not be a party
to any such program. I do not believe citizens wish me to aid such chemes.""

Circular No. 1 issued by the Administration sets forth among others the
following purposes and policies:

**Aid will be granted only wnere the work week is not more than 30 hours,
and the maximum of human labor shall be used in lieu of machinery. No
project will be considered which is a mere makeshift to supply work, nor
will a project be considered which wi.l require for its maintenance or opera-
tion an additional outlay by the Federal Government. After the project
nas been approved the Administration will either purchase the bonds of the
publlc body or construct the work and lease it to tae State or municipality.
The United States will bid par and accrued interest for the bonds, provided
they bear interest at the rate of 4% or more. In the event the bonds bear
interest at the rate of more than 4%, the difference between 4% and the
coupon rate will be refunded by the Government from time to time during
the period suca bonds remain in the possession of the United States. Pro-
vision must be made to amortize the bonds pursuant to State statutes and
according to the life of the project not to exceed 30 years, except in the case
of such projects as obviously have a longer life and in no case to exceed
50 years. The acceptance of these bonds will be subject to the opinion of
recognized bond counsel as to tneir enforcibility. A public body may
decide whether its issue of bonds will be for the amount of the entire cost
of the project or such amount less the Federal grant, if made. In the
former case the grant may be utilized to meet the debt service for the early
years, possibly four or five, of the life of the bond issue. In case the public

ody decides to issue its bonds for only its portion of the total cost (total
less grant), the cost of retiring the issue will be borne by it. In the event
the applicant may be able to finance its projects in whole or in part otnerwise
than by sale of its obligations to the United States, the grant of 30% will
be made if the project is approved.”

Recently the Deputy Administrator made the following statement:

‘‘The reasonable security required by the Act may be earnings of the
roject, if it has sufficient earnings, and if not, such earnings supplemented
gy taxes. If the project is not one which has earnings, such as schools,
public buildings, &c., then the Administrator considers whether the ordinary
current expenditures of the public body are within its prudently estimated
revenues. In applying this test, the Administrator will also consider to
what extent the city is honestly, economically and efficiently administered.
In other words, he will estimate as any other lender does, the moral risk.
It is hoped that this policy will raise the standard of municipal tgovernment
in the United States and thus promote the re-establishment of confidence
in cities and thus their credit.”

*Sectlon 202 Includes “‘any project of the character heretofore constructed or
carried on either directly by public authority or with public ald to serve the inter-
ests of the general public.”
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The above statement is encouraging. The policy as announced by those
charged with the administration of this law seems to evidence a recognition
of conflicting economic forces—a demand for public works to give employ-
ment and the necessity of maintaining the credit of our local governments.

The NIRA restricted the powers of the RFC in its loan of money for self-
liquidating projects. The RFC may approve no new application, but may
complete old contracts. Through July 31 of this year that body had con-
tracted to loan $225,000,000 to local governments, of which $38,000,000
had been advanced. By way of parenthesis, it may be added bere that the
RFC recently announced its intention of selling its bonds to the public.
It sent out letters to various bond dealers, explaining the Corporation’s
Dosition with respect to its municipal portfolio, accompanied by a list of
municipal bondholdings. Since this announcement, however, your com-
mittee has been informed directly by the RFC that upon further considera-
tion the Corporation has concluded that these securities “‘will not be dis-
posed of at this time.”

The Federal Administration of Public Works has allocated approxiinately
$200,000,000 in loans and grants to our States and municipalities for non-
Federal projects. This figure does not inc'ude loans to private corpora-
tions for such public enterprises as hospitals = housing, slum clearance, &c.

As in all Federal legislation affecting muaicipal credit, your committee
has followed the progress of this most important law from its inception.
Unable to learn whether or not the Government would purchase State and
municipal bonds which could be marketed through the regular channels,
a letter was addressed to the Federal Emergency Administration of Public
Works, registering the opinion of the Association that this financing should
be done in the open market whenever possible. To date there has been a
strong and active market at favorable rates for bonds of those States and
municipalities which have properly maintained their financial position;
and if capital for new public works is supplied by individual investors and
financial institutions as heretofore the Federal Government will not be
called upon to tie up its funds unnecessarily.

Federal Securities Act.

If State and municipal financing is to be done through the usual channels,
the dealer will have to consider the effect of the Federal Securities Act
upon his business. It is recognized that few provisions of this law have
as yet been tested and that subsequent court rulings may alter some of the
opinions which have been expressed.

Section 3 of the Act deals with exempted securities and states that
‘‘except as hereinafter expressly provided, the provisions of this title shall
not apply to any of the following classes of securities: . . . (2) Any
security issued or guaranteed by the United States or any Territory thereof,
or by the District of Columbia, or by any State of the United States, or by
any political subdivision of a State or Territory, or by any public instru-
mentality of one or more States or Territories exercising an essential govern-
mental function, or by any corporation created and controlled or super-
vised by and acting as an instrumentality of the Government of the United
gtﬂ:'iﬂ pursuant to authority granted by the Congress of the United

tates, . ,

The term ‘‘political subdivision'” has caused some discussion. The re-
port of the House of Representatives Ways and Means Committee stated:
“The term ‘political subdivision’ in the above carried with it the exemption
of such securities as county, town or municipal obligations, as well as school
district, drainage district and levee district and other similar bonds. The
line drawn by the expression ‘political subdivision' corresponds generally
with the line drawn by the courts as to what obligations of States, their
units and instrumentalities created by them, are exempted from Federal
taxation. By such a delineation any constitutional difficulties that might
arise with reference to the inclusion of State and municipal obligations
are avoided.”

The exemption of municipal obligations under Section 3 of the Act applies
to all sections of the Act except Section 17, which relates to fraudulent
transactions, and Section 24 setting forth the criminal penalties. Hence
transactions involving municipal obligations are not subject to the pro-
visions of Section 12 of the Act dealing with civil liabilities with respect to
representations. At the same time the enactment of the Securities Act
of 1933 has served to emphasize the obligation of dealers to exercise scrupu-
lous care with respect to any statements made in connection with the pur-
chase, sale or exchange of any class of securities. This obligation is one
that has always been recognized as a moral obligation by responsible and
conscientious dealers, and, moreover, it is the legal duty of any vendor
of any class of securities under the general rules of common law independ-
ently of any statute. All dealers should re-examine old circulars on munici-
pal issues and suspend the use of any such circulars that may not measure
up in every respect to the best standards. Illustrative of the thought here
is the suggestion that in connection with financial statements regarding
bonded debts of political subdivisions, it is well to indicate that such state-
ments do not include overlapping debts of other political subdivisions which
have power to levy taxes upon any or all of the property represented by the
assessed valuation. .

The effect of the Act upon bondholders' committees representing holders
of municipal obligations is also important. The definition of *‘security’’
is comprehensive enough to bring within its terms certificates of deposit
issued by protective committees, and there is no specific exemption with
respect to certificates of deposit for exempt securities. Such certificates of
deposit would seem to be subject to the Act and require registration. How-
ever, it is the opinion of some attorneys that the Act does not apply in cases
where title to the deposited securities does not pass to the committee, and
if the deposit agreement merely appoints the committee agent of the de-
positor the certificates of deposit need not be registered. The Act is not
clear on this point. It is logical that if securities are exempt certificates of
deposit for such securities should also be exempt; and an amendment of the
Act to make such exemption is advisable. Under the definition of *‘issuer’

. @s “the person or persons performing the acts and assuming the duties of
depositor or manager pursuant to the trust or other agreement under
which such securities are issued,’” the committee would be the issuer and
subject to the liabilities of an issuer.

In case of any readjustment of municipal debt where the receipts or
certificates of deposit were issued by the municipality itself, they would
undoubtedly be exempt as municipal obligations.

It is understood that the provisions of the Act do not apply to certifi-
cates of deposit issued prior to July 27 1933 or pursuant to an offer made
prior to that date.

Banking Act of 1933.

A provision in the Glass-Steagall Act, while not immediately effective,
may later have an important bearing upon State and municipal securities
used to secure postal savings deposits. Paragraph (d) of Section 11 amends
Section 759 of the Postal Savings Act, which governs the securing of de-
posits, by adding the following proviso:

“Provided, That no security shall be required in case of such part of the
deposits as are insured under Section 12B of the Federal Reserve Act,
as amended,"

It appears that under this proviso a bank participating in the Federal
Deposit Insurance Corporation would not have to give security as is now
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required in order to act as a postal savings depositary, except for the
amount over that subject to insurance. Evidently a $10,000 postal savings
deposit does not have to be collateralized. A deposit above $50,000, being
50% insured, seems to require $10,000 collateral plus 50% more on the
amount that it exceeds $50,000. It has been stated that there are $1,000,-
000,000 of postal savings deposits. Therefore under this law there is a
potential release of around $500,000,000 worth of securities. Any effort
to predict the amount of State and municipal bonds which may be released
would be mere guesswork.

Federal Emergency Relief Act of 1933.

In a statement issued by the President as he signed the Federal Emer-
gency Relief Act of 1933 he made it clear that the measure does not exempt
State and local agencies from the responsibility of assuring the necessities
of life to their citizens, and said that the Federal Government will not aid
until these agencies have done their utmost. The Act is being adminis-
tered on that basis. Provision is made for direct grants of aid to States
in the amount of $500,000,000. Half of the fund is authorized for grants
to States in the ratio of one-third of the amount expended by such States
for relief. On Oct. 1 1933 this restriction was removed. The balance of
$250,000,000, plus any amounts remaining from the first half of the fund,
will be used for grants to States where the combined Federal, State and local
funds are inadequate. Additional grants are authorized for those in dis-
tress who have no legal settlement in any State or community. As of
Aug. 31 the total disbursed by the Federal Relief Administrator was
$150,000,000.

Emergency Farm Relief Act.

Among its other provisions, the Emergency Farm Relief Act authorizes
the RFC to make loans to irrigation districts, drainage districts and levee
districts in order to reduce or refinance outstanding indebtedness. The
aggregate of these loans shall not exceed $50,000,000. Provision for the
retirement of them is made by requiring payments to the RFC of amounts
by which assessments against the property exceed costs of operation, main-
tenance and interest on the district’s outstanding obligations. Loans are
to be conditioned upon appraisal of the property by the RFC, satisfactory
proof that the project is economically sound and evidence that the district
will be able to purchase or refund its outstanding bonds at a price to be
determined by the RFC.

Municipal Bankruptcy Legislation.

Many bills were introduced in the last session of Congress designed to
ease the strain put upon some municipalities by slow tax collections and
unemployment relief. The McLeod bill, which provided for a debt mora-
torium of two or ten years, was promptly defeated. All of the other pro-
posed legislation which ignored the rights of creditors was also pushed aside
for consideration of a proposal which looked toward the orderly readjust-
ment of debts of insolvent municipalities and at the same time recognized
the rights of bondholders. This measure was originally known as the Wil-
cox bill, but after minor alterations became the Sumners bill. It was
actively supported by many bondholders from the time it was first intro-
duced. The House of Representatives promptly passed the bill, but it
was never brought before the floor of the Senate. It remained in the hands
of the Senate Judiciary Committee and no action was taken on it before the
close of the special session.

This proposed law would amend the Federal Bankruptcy Act so as to
allow a city or other taxing district which is in default, or threatened there-
with, to go into Federal Court with the consent of 30% of its creditors
and seek an orderly readjustment of financial difficulties. The court could
not confirm such a plan of readjustment without the approval of 66 2-3%
of the municipality's creditors in each class and 75% of creditors in all
classes of claims affected. The Act would allow the development of a plan
of readjustment based on the financial ability of the community, and at the
same time it would furnish protection to creditors. The court must be
satisfied that the plan is fair and equitable and does not discriminate in
favor of any class of creditors. It must also be satisfied that the plan is
feasible and is based upon reasonable capacity to pay. This legislation
would also prevent a small group of bondholders from capitalizing upon
the nuisance value of its holdings and would make it impossible for them
to block the adoption of a fair plan of readjustment to which the majority
had agreed.

Since Congress adjourned the municipal default situation has not im-
proved. More communities now face the necessity of a debt readjustment,
and there seems to be little prospect of accomplishing it without Federal
bankruptcy court machinery. This legislation is worthy of support by
the members of our Association. It is expected that it will be offered
promptly upon the convening of the next session of Congress, and it is neces-
sary that those who are interested in the passage of the bill work aggres-
sively toward this end.

Statistical Information.

The mere threat of financial ills during the early part of the depression
led to a desire on the part of the dealer and the investing public for more
complete information on State and municipal securities. It was discovered
by some that the word ‘‘municipal’” did not necessarily imply all the safety
heretofore supposed. Our Association carefully studied the possibilities
of forming a national organization for gathering financial statistics, but
concluded that it was not practical for us to undertake this work. There
are in existence, however, various groups who accomplish the same purpose
in their own localities. In addition, and just as important, there are several
privately owned fact-finding bodies which have entered the field on a com-
mercial scale. These have been generally helpful to all interested in munici-
pal credit. The uniform questionnaire adopted by this Association has
been used very extensively by all who gather municipal statistics, and the
fact that our own membership generally uses it is shown by their orders for
30,000 during the six months the form has been in existence. It should
be pointed out, however, that accurate and detailed statistics alone, as
important as they are, will not always protect the investor.

State of Arkansas.

The bondholders’ committee, formed some months ago to represent the
interests of holders of highway and toll bridge bonds issued by the State of
Arkansas outstanding in the amount of about $91,000,000, has recently
filed an application for an injunction to restrain the Treasurer of the State
from making any further disbursements of gasoline tax and motor vehicle
tax money collected under the Martineau Act and subsequent amendments
except as therein authorized.

The Martineau Act and its amendments require the State Treasurer to
set aside out of the first moneys collected a sufficient sum to pay interest
and sinking fund charges first on the highway bonds and then on the toll
bridge bonds, provided the revenues from the toll bridges are insufficient
to meet interest and sinking fund requirements. The Legislature of the
State attempted to violate this pledge when it passed the so called Ellis
Refunding Act, under the terms of which holders of the highway and toll
bridge bonds were offered long-term 3% refunding bonds in exchange.
The Legislature appropriated the proceeds of the gasoline and motor vehicle
taxes to the payment of interest on the proposed issue of refunding bonds,
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and made no provision for any payments on the bonds now outstanding.
This action on the State’s part brought forth considerable protest from its
security holders, and to date only a very few thousand par value highway
and toll bridge bonds have been deposited for refunding under the State's
plan.

The bondholders’ protective committee has announced that it was neces-
sary to file an application for an injunction because the State has been
making appropriations from the gasoline and motor vehicle taxes. These
appropriations include money for the payment of contractors and to service
the highway and toll bridge bonds owned by Pennsylvania, Minnesota,
Nevada and other States. These States alone among holders of its bonds
have the right to sue the State of Arkansas, in the Supreme Court of the
United States, to compel performance of its contract; and the appropriation
to pay the States would seem to constitute a frank admission on the part
of the Legislature that there is an obligation to pay the bonds in accordance
with their terms.

Favorable Factors in Municipal Affairs.

Notwithstanding the unfortunate financial condition of a few of our
States and some of our larger cities, the case of the State of Arkansas is the
only outstanding example of the disposition on the part of any substantial
community to attempt anything which might appear to be a lack of *‘will
to pay.”

There are, on the other hand, a number of very encouraging factors
which have developed in connection with municipal finance during this
depression, which seem to be quite permanent in their character. In the
first place, there has been little or no sign of a disposition to actually re-
pudiate outstanding indebtedness. Contrast this with the depression of
1873 and again in the 1890s, when the general tendency was for the debt-
burdened municipality to seek invalidation of its obligations on every
possible technicality! One of the greatest difficulties during both of these
periods was the constant threat of municipal officials and local lawyers
throughout the country to have the bonds declared illegally issued. It is
true that since that time the legality of municipal bonds has been more
carefully passed upon by recognized municipal attorneys; but at the same
time we now witness practically no threats or even suggestions on the part
of municipal officials that advantage will be taken of legal technicalities
to force bondholders into compromises. American public opinion would
not sustain technical objections to repudiate indebtedness.

Another very important tendency has been the general recognition by
public officials, backed by public opinion, that municipal indebtedness
must be paid eventually, even though the exigencies of the conditions have
required a request for postponement of the payment of such indebtedness.
Even in the case of the city of Detroit last spring, with all of the banks
in the city closed and conditions most unpropitious, the Detroit govern-
ment recognized all of its debt and adopted a plan which promises to pay
every dollar of this indebtedness, principal and interest, in due time. With
all the extensions of principal that have been necessary, there has been prac-
tically no disposition to ask for a scaling of the obligations. In some of
the bitterest controversies between taxpayers' associations, political bodies
and investors, municipalities generally have asked only for an extension
of time.

The increased interest in and understanding of the functions of local
government by its citizens has been another beneficial development in
municipal affairs. About a year ago aroused taxpayers’ associations were
coming into vociferous prominence in almost every section of our country.
These associations in many cases have effected wise economies and improved
administration; and on the whole through these discussions the public has
improved its understanding of the absolutely essential services performed
by the municipality for a civilized existence. The very threats of closing
schools, delayed payments to school teachers, policemen, firemen, &c.,
have brought home to the taxpayer the necessity for good local government.
Along with this has come the realization that such necessary government
cannot be maintained without real cost to the public. There is a tendency
now in many of our States to increase tax penalties and a public opinion is
forming to insist that taxes must be paid. The term ‘“tax slacker’ has
come into evidence in the press, and it is quite conceivable that in time it
will be most unpopular in this country for a man not to pay his local taxes.
The focussing of American public opinion upon local municipal government
for over a year undoubtedly has been a great advantage to municipal man-
agement and already has corrected many of the evils and abuses of the past.
Certainly the intelligent individual appreciates more and more the necessity.
for taking an interest in his local government which is just as essential to
his welfare and well-being as the national government. This cannot help
but work to the advantage of municipal credit in the future.

Respectfully submitted,

E. ¥F. Dunstan, Chairman
Howard H. Fitch, John 8. Linen,
George C. Hannahs, Francis Moulton,
George P. Hardgrove, D. T. Richardson,
Henry Hart, A. J. Spencer,
Milton G. Hulme, E. Warren Willard,
Royal D. Kercheval, Meade H, Willis.
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Report of Federal Taxation Committee—Chairman
Hopkinson Expresses View That Fiscal Situation
Will Be Improved by Revenues Resulting from
Repeal of Prohibition Amendment.

A very brief report was presented at the annual convention
of the Investment Bankers’ Association of America by the
chairman of the Federal Taxation Committee, which refereed
to the Treasury gains under the 1933 Revenue Act. To-
tal receipts, he noted, in the first quarter of 1934 were
$672,001,500, an increase of $234,900,000 over the same
three months the previous year. ‘‘Almost the entire gain
in receipts,” he said, *“is accounted for by an increase of
almost $200,000,000 in miscellaneous internal revenue
(which includes the new tax on beer).” “With the repeal
of the Eighteenth Amendment in prospeet,” he continued,
“it is reasonable to expect the fiscal situation will be still
further improved during the second half of the current fiscal
year.” We give herewith the report as presented by the
Chairman of the Committee, Edward Hopkinson Jr. of
Drezel & Co., Philadelphia:

The 73d Congress has met and adjourned since the report of this Com-
mittee a year ago. No general revision of the tax laws was attempted.

Income tax and estate tax rates were increased and exemptions reduced.
The provisions permitting net losses from a trade or business to be carried

Clifford 8. Ashmun,
R. Emerson Ayars,
Joseph E. Chambers,
Eugene I. Cowell,
John W. Denison,
Clifford T, Diehl,
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over were entirely wiped out, and the right to deduct losses on the sale
or exchange of stocks and bonds was further restricted.

The National Industrial Recovery Act, approved June 16 1933, also
contained provisions for raising additional revenue. The NIRA, together
with H. R. 5040, also approved June 16 1933, increased the gasoline tax
imposed by the Revenue Act of 1932 from one cent to 124 cents and extended
the period for this tax and the other excise taxes under Titles 4 and 5 of the
Revenue Act of 1932 until June 30 1935. There was also imposed a tax
of 5% on dividends (with certain exceptions) received by any person
other than a domestic corporation to be deducted at the source; a capital
stock tax of $1 per $1,000 per annum of the adjusted declared value of the
capital stock of corporations (with certain exceptions); an excess profits
tax equivalent to 5% of such portion of the net income of corporations
subject to the capital stock tax as is in excess of 124 % of the adjusted
declared value of its capital stock. Income is defined as having the same
meaning as when used in the Revenue Act of 1932, so that dividends re-
ceived by domestic corporations do not enter into the calculation of the
excess profits tax.

These taxes are to continue until certain dates after the close of the
first fiscal year ending June 30 of any year after the year 1933, during
which the ordinary budget of the United States is balanced or the repeal
of the Eighteenth Amendment is declared, whichever is the earlier.

H. R. 5040, -referred to above as extending the term for the gasoline
tax, also authorized the President to make certain decreases in the postage
rates and transferred the 3% tax on electrical eenrgy for domestic or com-
mercial consumption from the purchaser to the producing company, exempt-
ing therefrom energy sold to the United States or any State or political
sub-division, and also exempting energy produced by publicly owned
electric and power plants.

Receipts Under the 1933 Revenue Bill.

The Treasury report for the first quarter of the 1934 fiscal year shows
considerable improvement over the corresponding quarter of last year.
Total receipts in the quarter were $672,001,500, an increase of $234,900,000
over the three months a year ago. Almost the entire gain in receipts is
accounted for by an increase of almost $200,000,000 in miscellaneous
internal revenue (which includes the new tax on beer). The receipts
from income tax fell off approximately $11,000,000. At the end of the
quarter the Government had a deficit of $237,493,000 as compared with
$682,318,200 a year ago.

‘With the early repeal of the Eighteenth Amendment in prospect, it is
reasonable to expect the fiscal situation will be still further improved
during the second half of the current fiscal year by revenues from spirits,
wines, and stronger beverages than now legalized.

The gross public debt on Sept. 30 1933 was $23,050,754,500, an increase
of $2,439,000,000 in the year, but the net increase was $283,435,000 less
on account of a larger net balance in the general fund.

Future Taz Policy.

It is currently reported that experts selected by the Administration are
already at work preparing a revision of the tax laws for the next session
of Congress which meets next January. It is earnestly to be hoped that
this work will be approached from a scientific standpoint.

—_——— - —

Report of Railroad Securities Committee—Bankruptcy
Act Passed at Last Session of Congress a Step
Forward in Solution of Problem in Railroad
Finance—Fundamental Aim in Forming New
Transportation Act Should Be Re-establishment
of Railroad Business on Sound Basis—Future
Railroad Financing Dependent on Change in
Securities Act.

“It is to the interest of all that the railroad industry be
placed on a sound basis, so that capital will of itself flow
freely to that industry.” This statement was contained in
the report of the Railroad Securities Committee, presented
at the annual convention of the Investment Bankers’ Asso-
ciation of America, at Hot Springs, Va., on Oct. 31. The
report was submitted by the Chairman of the Committee,
Earle Bailie, of J. & W. Seligman & Co. of New York. The
Committee described the Transportation Aet of 1920 as
having “failed as a basis of railroad policy’’ the Committee
stating “we believe that it has failed because it is based
upon an idea now clearly out-molded—the idea that the
railroad oceupies a monopoly position in the furnishing of
transportation service.”” ‘“The fundamental aim governing
the formulation of the new Transportation Act’” says the
Committee, ‘““should be to re-establish the railroad business,
as a business, on a sound basis.” The Committee added:

*‘There must be full and frank recognition that no legislative remedies will
cure the ills of weak or short-sighted technical and financial managements
which have made their contribution to the present accumulation of the
railroads’ troubles."

Pointing to the passage of the Bankruptey Act in the
closing days of the last session of Congress, as ‘“‘of major
importance in providing machinery for an orderly and in-
expensive adjustment of capital structures” the report says
that ‘‘while amendments may prove necessary to ensure the
full advantages to be expected from this legislation, the
existing act must be recognized as a step forward in the
solution of a difficult problem in railroad finance.” The
report in full follows:

In presenting the report of the Committee on Railroad Securities, I
shall, in general, follow the same procedure as in my report of a year ago.
This involves consideration of the results of railroad operations in the present
year, a review of the measures taken, including the passage of legislation,
to meet the emergencies that arose, and finally certain recommendations to

the Association.
The Railroads in 1933.

The report of your Committee presented at the meeting of a year ago
voiced the hope that the long decline of business which began in the summer
of 1929 had been checked and expressed the belief that an improvement,
even though slow and gradual, was in the making. Despite an unsatis-
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factory first quarter, which reflected the results of the banking crisis, the
current year has been one of distinct encouragement for the railroads. In
May, for the first time in four years, the loadings of the carriers rose above
the corresponding figures of the prior year and, in the face of unsatisfactory
crop situations in certain sections, car loadings have continued above last
year.

This change is reflected in the estimate of the results for the current year
which I have made up after consulting the best authorities, as I did in the
report of last year, in comparison with the final results of the Class I rail-
roads in recent years:

(I1n Milltons of Dollars.)

1933.
Est.

3,170
2,250

920
270
130

520
180

700
700

Net for corporations. ... ... 0 —139 139 527
2.0% 1.25% 2.0% 3.3%,

Such annual figures obscure, however, the most striking development
of the year—the ability the carriers have shown so to curtail expenses that
a considerable part of the increased gross revenue has been carried to net.
In the first four months of 1933 the Class I roads, with gross earnings
$206,000,000 below those of January-April 1932, reported net from opera-
tions only $33,000,000 below the figures of 1932, while in May, June and
July, with gross earnings only $96,000,000 above the figures of 1932, net
from operations increased $129,000,000. This careful control of expenses
in part reflects decreases in transportation costs, and in part decreases in
maintenance costs. During the first six months of this year, maintenance
for the Class I roads was $84,000,000 below the corresponding figures of
1932, and transportation costs $88,000,000 below the comparable 1932
figure. The necessities of the depression have taught railroad managers
many new methods of economical operation.

As a result, while operating revenues for the whole year will probably
be only moderately above those of 1932, the Class I roads as a group should
just about cover fixed charges, whereas in 1932, they fell short of that
mark by $139,000,000. This, obviously, does not mean that every Class I
road will cover its charges, but it does reflect a distinctly improved con-
dition as compared withfa year ago.

Improved Financial Position of Carriers.

The result of the reversal of conditions, signalized so dramatically thi®
summer, has been a significant change in the railroad picture as com-
pared with that of a year ago—a change which has been reflected in the
higher price level of all classes of railroad securities. Whereas continuation
of the traffic levels then obtaining had meant continuation of financial
difficulties for all except the strongest carriers, the lift in traffic and earn-
ings since April should enable numerous carriers which, previously, were
in doubtful position, to earn their fixed charges for the year 1933. Still
others have been able to carry on without the further recourse to the
Reconstruction Finance Corporation which then seemed probable. From
May to September, disbursements by the RFC were $24,000,000 and in
this same period $30,000,000 was repaid to the RFC.

Despive this improved position, the loans extended by the two emer-
gency agencies—the Railroad Credit Corporation and the RFC—still out-
standing are substantial in amount. The former, since its inception, has
made gross loans totaling $73,692,000 out of the proceeds of the emergency
freight rate surcharge, and up to Aug. 29, the RFC had lent $381,312,000,
with an additional sum of $27,305,000 authorized and at the disposal of
borrowers. Of these latter sums, about two-thirds was advanced to assist
carriers in meeting maturing obligations or to provide funds for capital
improvements. On the other hand, the improved position of certain carriers
had enabled them by Oct. 15 to make substantial repayments: $5,217,000
to the RCO, and $50,184,000 to the RFC. No such repayments seemed
probable or possible a year ago.

It should be borne in mind, however, that, while the situation is much
improved, a decline in traffic would again precipitate a crisis quite as serious
as that which the carriers faced a year ago. and there are still important
systems which do not possess full resources to meet their needs, especially
in meeting maturities, thus necessitating readiness by the RFC to con-
tinue its lending operations next year.

Physical Condition of Railroads.

The smaller sum spent for maintenance in recent years has led to con-
siderable discussion of the physical condition of the railroads and the
amount of railroad maintenance which has been deferred and which must,
therefore, be a drag on earnings in the future. Some such deferred mainte-
nance exists, but it is easy to exaggerate the amount of such deferment if
dependence rests solely upon the mere figures showing the decreased
maintenance costs of recent years as compared with the prosperous years
prior to 1930. Comparison of the figures of 1929 with the necessarily rough
estimates for 1933 do show a striking difference—for maintenance of way
the decrease is estimated at $500,000,000, for maintenance of equipment
$580,000,000. In this connection, it must be recalled, however, thav in
1929, with a flood tide of traffic and gross revenues, maintenance expendi-
tures reflected managerial judgments of maximum anticipated needs.
Those expenditures, therefore, cannot fairly be taken as a measure of
requirements in more recent years or for the years to come.

Conditions of railroad operation have changed materially in the interim
and new standards have been inaugurated. The present standards are the
standards of stern reality. Maintenance of track has been concentrated
on the more important through-traffic lines. Only the equipment needed
to handle the currently diminished traffic volume has been fully main-
tained. The standards of maintenance, especially of roadway, during the
years preceding the depression were, in many instances, more expensive
than it is now necessary or economical to contemplate. Moreover, wages
have been reduced at least temporarily, the efficiency of labor has in-
creased, the cost of materials has declined, and, judged by results, manage-
ment had displayed a greater ability than ever before to spend maintenance
money effectively.

The simple fact, which must stand out in any discussion of this problem,
is that the present railroad machine, on the whole, is in condition to fur-
nish adequate service at the present level of traffic. No better proof of
this fact could be afforded than the striking results obtained in the past
several months in converting the major portion of a substantial increase in
gross into net. This would be impossible of accomplishment with a physical
plant and equipment in a poor state of maintenance. To be sure, there is

1932.

3,127
2,404

723
276
121

1931.

4,188
3,225

1916.
3,596
2,357
963

1,239
304 158
135 41

Operating revenues
Operating expenses

Net revenue from operations. -

326
225

551
690

Net from operations

524 1,040
Non-operating income 210

298 2
822
683

‘Total income
Fixed charges

1,250
603

647

5.9%

Rate of return on investment .
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track, which must be brought to a higher standard to serve a larger volume
of traffic and there is some equipment not in current use which needs repair.
Some of the latter, indeed, because of obsolescence, will never again ses
active service, but the major part will be repaired as and when increased
traffic volume requires its use. This process, gradual or abrupt, as the
event may prove, will be controlled by a commensurate increase in gross
revenues. The latter consideration to some extent will also govern the
necessary increases in the expenditures for maintenance of track and other
structures.

Various suggestions have been made, from time to time, that these
carriers anticipate their needs and, where funds are not available in the
corporation treasury, borrow from the RFC or Public Works Administra-
tion in order to make up such deferments in maintenance as in fact do
exist. The unreadiness of the railroad mangements to burden themselves
with the interest payments incident to such borrowings is understandable
because of their ability to handle the present volume of business economic-
ally. There is the possibility that a special owning and leasing corporation,
financed by Government funds, will be created to build and lease equip-
ment to the railroads on terms not dissimilar from those now covering the
use of existing equipment financed by equipment trust certificates. To
the extent that additional equipment is, in fact, needed to perform the pres-
ent or prospective transportation service of the country, such use of public
funds might well be justified as an emergency measure. However, such
financing by the Federal Government should not be carried to an extent
such as to impair the security underlying outstanding equipment trust
issues.

It is also appropriate as an emergency work measure that Government
funds be utilized to finance the purchase of rail, and railroad manage-
ments would be justified in obligating their companies for near-term
rail requirements if the financing can be done in a way not to unduly
burden the railroads.

Review of Previous Committee Recommendation.

Our last year's report emphasized two steps in the formulation of a
National railroad policy: (1) the urgent necessity, as we saw it, of meeting
the temporary and emergency condition arising out of the depression
by continuing the wage reduction and ensuring the effective operation
of the RCC and the RFC; and (2) the development of a permanent rail-
road policy which would mean a general revamping of the laws covering
the operation of the transportation agencies of the country.

The first of these steps was taken and the emergency faced at the time
of our meeting of a year ago has been handled, in the main. with very real
success. It should be noted, however, that the wage reduction, unless
further prolonged by agreement at its date of expiration on June 30 1934,
will automatically expire and that the freight rate surcharge lapsed on
Sept. 30 of this year, so that the useful function performed so effectively
by the RCC will not be operative in 1934. Since March 31 these sur-
charges have been retained by the individual railroads, and have not
been available to the RCO for distribution as loans. This necessarily
throws a larger burden of responsibility on the RFO to work constructively
with the carriers during the year to come.

While the emergency has been successfully met, the real problem still
remains—the formulation and enactment of a sound and comprehensive
National railroad policy.

o - Legisiation.

During the special session of Congress, however, it proved imprac-
ticable to develop a complete program for the railroads. Instead, a
short but, in many respects, a highly significant piece of emergency legis-
lation—the Railroad Co-ordinator Act—was passed. This Act, in addition
to providing for the retroactive repeal of recapture which fortified the
financial soundness of certain of the stronger carriers, set up a new agent
of the Federal Government, a Co-ordinator,

Railroad Co-ordinator Act.

Under the provisions of the Act, which is to be in force for only a year
from date of becoming effective (June 16 1933) unless extended by Presi-
dential proclamation for one year or a part thereof, the railroads are
relieved of the requirements of the anti-trust laws. Machinery for co-
operation by the carriers with each other, in the effort to avoid UNnecessary
duplication, and preventing waste through the joint use of facilities or
pooling, is thus provided. This provision of the law, which as originally
introduced held out the promise of attaining real economies was, however,
largely nullified by a subsequent section which requires that the number
of employees shall not be reduced below the number in service during
May 1933 because of any *‘co-ordination'’ measure, nor shall an employee's
wages be reduced below the amount he was receiving in that month. The
field for co-ordinating efforts was thus greatly circumscribed. Should
business improve materially during the life of the Act, the situation in
this respect would be improved, but meanwhile the Co-ordinator and
the railroads are greatly hampered in their efforts.

The second main provision of the Act requires the Co-ordinator to in-
vestigate the means for improving transportation and labor conditions
and to submit recommendations for further legislation. Mr. Eastman,
the Co-ordinator, has had a long experience as a member of the Inter-
State Commerce Commission and, since taking his new office, has been
engaged actively in making investigations to provide the necessary back-
ground for the rewriting of the Federal laws governing railroad operations.
Thus the development of a permanent railroad policy and the develop-
ment of a new Transportation Act may be assumed to be one of the
important tasks to be undertaken when the Congress convenes early
next year,

Bankruptcy Act.

Meanwhile, it is important to note a piece of legislation, passed in the
closing days of the last Congress—the Bankruptcy Act. Passage of such
an Act was urged by the National Transportation Committee, and its
enactment was of major importance in providing machinery for an orderly
and inexpensive adjustment of capital structures. The passage of this
legislation had the helpful guidance of the Inter-State Commerce Commis-
sion and, while amendments may prove necessary to ensure the full ad-
vantages to be expected from this legislation, the existing Act must be
recognized as a step forward in the solution of a difficult problem in rail-
road finance,

It is clear that, in the administration of the Bankruptcy Act, a difficult
Question will arise as to the length of time which is to elapse before re-
organization of a particular property. Reorganization in the midst of a
business depression must in the nature of things be more drastic than
when postponed to a time when business has recovered. The burdens of
such a reorganization necessarily fall primarily upon the junior bond-
holders and stockholders, whereas postponement of reorganization to a
more favorable time will permit of more liberal treatment of these groups of
security holders. As a matter of theory, it is only after the railroad busi-
ness as a whole is on a sound basis that one can really tell to what extent
the holders of the bonds and stocks of any one particular railroad should
be called upon for the sacrifices required in order that the securities of the
reorganized company may meet the requirements of sound investments.
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Procedure under the Bankruptcy Act has not yet been clearly detined;
up to now its largest importance has been the relief afforded against a
variety of jurisdictional disputes involving needless expense and duplica-
tion or court orders. But it does provide the means for an orderly and
simple method of procedure by a railroad unable to meet its obligations.
Its effectiveness will necessarily be governed in no small degree by vhe
extent to which the Inter-State Commerce Commission—or whatever
agency may be provided in the new law—interprets its responsibilities on
principles of sound common sense. A narrow and doctrinaire attitude
can destroy much of the nelpfulness promised by tne passage of the Act.

The experience of 1933 lends promise that such a statesmanlike attitude
as we believe essential to a sound solution of the railroad problem will be
shown by the Commission. During the year, the work of that body has
been indicative of full realization of the importance of maintaining the
carriers’ financial position. On the one hand, there has been greater readi-
ness to permit the abandonment of branch lines where continued operation
meant a continuing burden upon inter-State commerce, and on the other,
there has been effective resistance to the attempts to lower rail revenues
through comprehensive rate reductions. On this latter point, the Com-
mission’s opinion of August 5, in refusing to reduce rates, is a well reasoned
and statesmanlike argument. Likewise, the Commission has, in its work
with the RFC, interpreted its responsibilities upon principles which have
in the main been sufficiently broad to meet the emergencies which were
faced.

Securities Act of 1933.

Railroad securities are exempted from some of the provisions of the
Federal Securities Act. While this partial exemption avoids the necessity
of registering comprehensive statements with the Federal Trade Commis-
sion in the case of new issues and the obligation of securing that Commis-
sion’s approval of any prospectus in such a case, the general provisions as
to liability do apply, and it is not apparent how, as a practical matter, while
the present law remains unchanged, future railroad financing can be done.

The National Railroad Policy.

The prospect that the Congress, when it convenes early next year, will
undertake a comprehensive legislative program affecting the railroads is
necessarily of large interest to the members of this Association. In the
formulation of such a program we believe that this Association should
lend its assistance in every appropriate way. Obviously, it is too early
to know the exact form that legislation will take or the extent or manner
in which we can extend such assistance. Much will depend on the results
of the investigations which are under way under direction of the Co-ordinator
and which may be expected to furnish the basis of his recommendations
to the Congress. Your Committee, therefore, confines its recommenda-
tions to a brief statement of the general principles which we believe should
govern so important a task as the formulation of a permanent railroad
policy. The Transportation Act of 1920 has failed as a basis of railroad
policy, and we believe that it has failed because it is based upon an idea
now clearly outmoded—the idea thatv the railroad occupies a monopoly
position in the furnishing of transportation service. Not only have the
railroads ceased to be a monopoly, but they have become only one of
several highly competitive transportation agencies. They are, of course,
still the most important since they perform 75% of the transportation
service of the United States.

There are, moreover, certain important implications of the general
premise which recognizes the railroad as a competitive ‘transportation
agency, implications so important as to justify brief emphasis. It would
seem axiomatic that all transportation agencies, whether by land, air, or
water, should be treated on the same or a fairly comparable basis of regu-
lation and restriction and forced to carry their proper share of the cost of
facilities provided at public expense, There should be no subsidy, direct
or indirect. Only by creating, in so far as possible, properly competitive
conditions, can the proper field of each transportation agency be ascer-
tained correctly. The competitive agencies, which in the past ten years
have materially diverted railway traffic and reduced the level of rates, are
not all on a sound and self-supporting basis, all costs considered. They
are not subject to comparable regulation, and are not on a basis of com-
petition fair to railroads. Thus it cannot be said that the railroad problem
of the moment is one requiring radical readjustment of a partially obsolete
agency to new conditions. Real obsolescence, if such there is, can be
determined only under conditions of fair competition.

The fundamental aim governing the formulation of the new Trans-
portation Act, in this particular, as in all others, should be to re-establish
the railroad business, as a business, on a sound basis. There must be full
and frank recognition that no legislative remedies will cure the ills of weak
and shortsighted technical and financial managements, which have made
their contribution to the present accumulation of the railroads' troubles.
The railroads must be efficiently and ecoaomically run, and unprofitable
competition and duplication of freight and passenger facilities must be elim-
{nated. The ground work for this policy is already being laid. Moreover,
the railroads must desist from competitive rate-cutting and this implies
necessarily a greater degree of co-operation between railroad managements.
Significant progress is likewise being made along this line. The excellent
performance of the railroads in the past year shows, moreover, that the
paramount necessity of efficient and economical operation is recognized;
and the lessons learned in this crisis promise to be of permanent benefit.

This is as it should be. The people of the United States are entitled to
the most effective transportation service possible at the lowest justifiable
cost, whatever the agency employed. But the costs should be all-inclusive
costs and the interest of the American people dictates thav the railroad
industry—one of the most important of the country, whatever test be
employed—should enjoy a fair field and fair rules of competition. It is
to the interest of all that the railroad industry be placed on a sound business
basis, so that capital will of itself flow freely to that industry. Only if
this end is achieved can railroad securities take the place to which the
large importance of the industry entitles them. This is the main thread
of our argument; and the necessity of placing the railroads in this position
is the justification of the permanent railroad policy which we hope will
develop from the present emergency. Development of such a policy is
the next important step which the Government should take in order to
protect the railroad investments of banks, insurance companies, and other
institutions, and individuals. No more should be asked—no less should

be attempted.
———————

Remarks of Floyd L. Carlisle Before Convention of
Investment Bankers’ Association of America—
Views Expressed at Forum on Public Utilities—
Holds that if NRA Is to Continue After Present
Emergency, Regulation Must Be Along Line of
State Regulation of Electric Industry.

At the forum conducted Nov. 1 at the recent annual
convention of the Investment Bankers’ Association under the
head “Publie Utilities under Present Day Conditions,” Floyd
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L. Carlisle took occasion to discuss the purpose of the electric

light and power industry. At the same time Mr. Carlisle had

something to say regarding the operation of the industry

Enderdthe National Recovery Administration, as to which
e said:

If the NRA in some measure is to continue after the present emergency
for the purpose of regulating industry, such regulation seemingly must
be along the line of the present State regulation of the electric industry.
Whatever the degree of regulation or control, certain basic factors must
prevail. The owners must be free to select the management upon the
basis of merit. The management must be free to exercise their honest
and sound judgment. The enterprise must operate profitably, and this
profit must be sufficient to attract the new capital so constantly necessary
in modern society.

Mr. Carlisle is Chairman of the Boards of Consolidated Gas
Co. of New York and Niagara Hudson Power Corporation.
The forum before which he spoke was presided over by
Sydney P. Clark, of E. W. Clark & Co. of Philadelphia.
Advices from Hot Springs, Nov. 1 to the New York ‘“‘Journal

of Commerce” stated:

It [the forum] considered the question of comparative costs, the necessity
for fair and equitable accounting requirements and the relative merits of
public regulation and public competition. Rates were discussed on the
relation between rate reductions and profits and present methods of valu-
ating properties for rate purposes. Under the heading of the present
position of public utility securities, the delegates considered the effect of
public participation through stock ownership and the effect of present con-
ditions on commercial banks, savings banks, insurance companies and
trust estates. The convention also considered the question, ‘‘Shall public
utilities continue to be a medium for private enterprise?"

The New York ‘“Times” in its account from Hot Springs

the same day (Nov. 1) observed:

The press, which has been barred from the Convention Hall throughout
the five-day meeting, except at one forum, at which newspaper men were
asked to state their views on public relations co-operation, received but
a few brief excerpts of Mr. Carlisle’s address.

Buttonholed by newspaper men, Mr. Carlisle was adamant in his refusal
to amplify the brief news release on his address put out by the Association.
He said he was leaving immediately for Washington and declined to state
the reason for his visit there.

Inasmuch as Mr. Carlisle was the only outsider to formally address the
Convention, the Association adopted no formal resolution concerning its
stand on the subject of continued Federal regulation of industry,

Similarly, officers and governors of the Association declined to reveal
what steps the Association plans to take in the matter. In this connection
the schedulted report of the Association’s Committee on Public Utilities
was not made public.

The remarks of Mr. Carlisle as released by the Association

follows: i

The electric light and power industry exists for one purpose only and that
is to manufacture and sell electricity at the lowest possible price consistent
with good service. Any avoidance of that purpose is economically unsound
and socially wrong. Within that principle the industry can furnish elec-
tricity to the people of the United States to their general well being and do
it with a fair return to its security holders and with credit to the manage-
ment. The performance of that task requires uncompromising Integrity
and the exercise of the most intelligent and sound judgment.

The electric industry deals with an extraordinary force which was the
discovery of pure science and which is still a great mystery. We know that
certain machines can transform heat or falling water into energy which can
be conducted by a copper cable long distances and, subject to certain limi-
tations, turn motors, cook food, light houses and highways, run trains, wash
clothes, make ice and condition and clean air, performances which are sub-
stitutes for the common tasks of life.

Around the corner lurks new discoveries that may change our present
technique. Management must be unusually alert to recognize and adopt
such improvements, although it would tax the judgment of a Solomon
to know the good from the bad. I stress this point to emphasize the abso-
lute necessity that management be detached from all sorts of outside in-
fluences so that decisions can be made solely upon merit.

The libraries of the country are filled with tons of white paper upon
which is printed opinions, theories and learned discussions seeking to find
the perfect formula for rate making. The best assurance, however, of low
rates and good service lies in the competence and ability of management
and the road to lower rates lies in the direction of greater use for electricity.

About 95% of the electricity used in the United States is generated and
distributed by public utility companies commonly spoken of as being
privately owned, but actually the property of millions of our citizens,
Every owner of an insurance policy and every depositor in a savings bank
has a direct money interest in this industry. This 95% Is strictly regulated
by the various States of the Union. Since 1907 in most States rates have
been approved or fixed by State agencies. The securities of the companies
selling electricity to the public under franchise have with few exceptions
likewise been progressively authorized and approved. The amount of such
outstanding securities exceeds $12,000,000,000. Five percent of the elec-
tricity used in the United States is distributed by municipalities. Without
going into a discussion of the merits or demerits of public or private owner-
ship, I merely wish to note several common characteristics, The rates of
municipal plants vary as widely as those of private ones. Their success
or failure is dependent upon the character of management, nature of the
territory served, prosperity of the community and its industries and their
relation to cheap fuels or hydro-electric resources.

In normal times the industry needs over half a billion dollars a year of
new capital to meet the growth of population and the new demands for
electricity. The capital for this growth can only be secured by the sale
to the public of its securities and the public will only buy if the industry is
prosperous.

If the NRA in some measure is to continue after the present emergency
for the purpose of regulating industry, such regulation seemingly must be
along the line of the present State regulation of the electric industry. What-
ever the degree of regulation or control, certain basic factors must prevail.
The owners must be free to select the management upon the basis of merit.
The management must be free to exercise their honest and sound judgment.
The enterprise must operate profitably, and this profit must be sufficient
to attract the new capital so constantly necessary in modern society.

This period is one of change and adaptation and all Americans are deeply
concerned with the events unfolding daily before them. During and
following the Revolutionary War and during and following the Civil War
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conditions prevailed quite similar to those with which we are now striving.
At these periods in our history, America, true to a tradition that there
could be no permanent prosperity unless that prosperity were widely distri-
buted, met the problems and settled them, relying upon its traditions of
independence, thrift, honesty, competence and fair play.

——————

Report of Real Estate Securities Committee—Real
Estate Values, as Result of Economic Conditions,
Reached Lower Level in Past Year Than in 1931
or 1932—Government Aid to Mortgage and Surety
Companies Through RFC and HOLC.

“The owner of real estate to-day is faced with problems
extremely difficult to solve,” said the report of the Real
Estate Securities Committee, presented to the annual
convention of the Investment Bankers’ Association of
America at Hot Springs, Va., Oct. 31. According to the
report, “economic conditions during the past year have
broken down real estate values to an even lower level than
1931 or 1932.” With reference to taxation the report
declares that “real estate must be relieved to a large extent
of carrying the burden of the increased cost of Government.”

“Some States,” it is noted, “have passed legislation
that will allow the funding of back taxes over a period of
years.” Government aid, through the Reconstruction
Finance Corporation and the Home Owners Loan Corpora-
tion is referred to in the report, which states that “this
action [as to the RFC] on the part of the Government is to
be highly commended, for it is materially assisting a very
serious situation.” According to the report, “new financing
through fee mortgage bonds cannot be considered for some
period of time as it would be nearly impossible to distribute
such securities.” As presented by Charles B. Crouse, of
Crouse & Co., Detroit, the report follows:

Economic conditions during the past year have broken down real estate
values to an even lower level than 1931 or 1932. The same factors, namely
excessive taxation, vacancies, and inability to pay rent, due to business
conditions, have caused this continued shrinkage. The owner of real
estate to-day is faced with problems which are extremely difficult to solve.
In the same way, the investor who owns bonds secured by real estate
mortgages is undecided as to what course to pursue.

Taxation.—Real estate must be relieved to a large extent of carrying
the burden of the increased cost of government. An investment that has
for generations been considered prime must not be wiped out through
practical confiscation. True it is that municipalities are attempting to
cut the costs of their operating budgets, but what of the enormous amount
of back taxes that are in arrears. Some States have passed legislation that
will allow the funding of back taxes over a period of years.

Bondholders' Protective Committees.—It would appear that consider-
able criticism has been directed against the methods employed by some
committees. Perhaps the forming of protective committees has been
overdone. In fact to-day the average investor is loath to deposit his
bonds. A protective committee that functions in the true meaning of its
name is a tremendous aid and guide to the depositing bondholder. On the
other hand, bondholders’ committees are seriously hampered by their
inability to secure credit for reorganization, pay delinquent taxes, &c.
This in many cases has necessitated the continued possession of properties
by mortgage trustees and receivers and has prevented the stabilization of
rates and rentals. Furthermore the Securities Act of 1933 has stopped to
a large extent a great deal of work of bondholders’ committees in the
issuance of new securities on reorganized properties. The question of
depositary and committee fees is one that should be given careful
consideration,

Government Aid.—Through the Reconstruction Finance Corporation
the Government is attempting to help those mortgage and surety com-
panies who have outstanding large amounts of guaranteed first mortgage
securities. This action on the part of the Government is to be highly
commended for it is materially assisting a very serious situation.

The RFO, through its resolution of June 3 1933, agreed to make loans
not to exceed $28,532,427 to new debenture companies to be organized in
connection with the majority of the mortgage guarantees of the United
States Fidelity & Guaranty Co. and the Maryland Casualty Co., subject
to certain terms and conditions specifically set forth in the resolution, and
this loan offer resulted in a comprehensive refunding plan being submitted
to bondholders, applicable to approximately $85,000,000 par value of bonds.
Somewhat similar plans were also announced in connection with bonds out~
standing on single properties where the collateral consisted of one mortgage
Buaranteed by the surety company.

Your Committee will not endeavor to describe in detail this general
refunding plan or the merits of the two options offered bondholders, as ic
is believed vhat all members of this Association have received complete
Particulars. It is the opinion of your Committee however, that the RFC
Would not make a loan offer of over $28,000,000 without the most careful
mVesngaLlon. that there exists an urgent necessity for such Governmental
assistance, that the surety companies would not be sponsoring the refunding
Plan unless such refunding was absolutely essential and that the invest-
ment banking houses recommending acceptance of the plan would not do so
unless their own investigations demonstrated that bondholders were best
protecting their interests by acceptance of the plan, Other plans of a
similar nature may be offered to other bondholders from time to time and
we believe that bondholders should co-operate in making similar conces-
slons in order to best conserve their own interests.

The Home Owners Loan Corporation, through the Home Loan banks,
should expedite the liquidation of mortgages. This will undoubtedly
assist not only the individual, but banks and mortgage companies whose
assets to-day are more or less in a frozen position. We believe that perhaps
our members and their clients who hold mortgage bonds secured by mort~
gages or trust deed notes on private homes are overlooking an opportunity
whereby in many cases the underlying collateral can be converted into
Home Loan bonds thereby gaining greatly improved market value and
liquidity. At present there is no adequate means for the owner of business
property to obtain aid from any governmental agency for meeting his
obligations and as a consequence there is a very large amount of values
being destroyed to-day which otherwise could be preserved. We believe
this class deserves more consideration from a governmental agency.
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In reviewing the present situation of real estate securities, your® Com-
mittee is prompted to draw a number of conclusions:

(a) Management—careful and economic management of properties is:of
vital necessity in their operation and it is absolutely essential they be kept
in sound operating condition.

(b) Leasehold mortgage bonds as a vehicle for public financing have
proven undesirable, in many casés the bondholder has found himself faced
with the necessity of paying ground rentals starting from the time of
defauls, failing which the security for his bonds can rapidly be lost to him.

(c) It is extremely difficult now to state what the outcome will be for
present outstanding fee mortgage bonds. Certainly if a property is paying
taxes and upkeep a bondholder should be willing to bear with the mortgagor
in the matter of interest and maturing principal. Foreclosure, except in
particular cases, is not the remedy.

(d) New financing through fee mortgage bonds cannot be considered for
some period of time as it would be nearly impossible to distribute such
securities.

(e) A change of economic conditions will undoubtedly correct future
financing, however properties to-day are not returning what they originally
did when securities were issued against them. Reorganizations will demand
a decided cut in the funded indebtedness so that properties may return a
commensurate income on present day value.

—_—————
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Report of State and Local Taxation Committee—Fear
Expressed that State and Local Taxes on Beer May
Negative Efforts by Making Bootlegging Still Profit-
able—States Enacting Income and Sales Taxes in
1933.

According to the report of the Committee on State and
Local Taxation of the Investment Bankers’ Association of
America ‘“‘there is a very real danger that State and local
imposts may negative the results sought by making boot-
legging still profitable. Therefore this Committee joins its
fellow committee in urging that all beer and liquor taxes be
enacted with the idea of eradicating racketeering first.”
Charles B. Engle, of the International Trust Co. of Denver,
Chairman of the Committee, was reported in Associated Press
advices from Hot Springs to the Richmond “Dispatech” as
saying in a press conference that a 5-cent glass of beer would
produce more revenue than is now being obtained from beer.

From the same aceount we also quote:

The present higher tax, he said, is voiding two objectives of the beer
laws—to end bootlegging and to add to Government revenues.

He said prospective taxes on heavier alcoholic liquors are likely to have
even greater effect in this direction. Engle cited the experiences of other
nations to show that high taxes had often cost Government revenue, and
he told of one instance where whisky was sold at $7 a quart legally and
where good quality of whisky was bringing $8 a gallon illegally.  [ised

He emphasized that many persons voted for beer and for repeal not be-
cause they believed in liquor but because they wished to end racketeering
and bootlegging. These purposes, he said, will not be achieved if boot-
legging be made profitable by overtaxing legal liquor.

The report indicated the States which have been added
“to the growing list of those imposing both personal and
corporation income taxes,” and also referred to those wherein
sales taxes have become effective. Mr. Engle’s report fol-
lows:

The deluge of tax legislation which was promised by your Committee
in its last report not only materialized during 1933, but far exceeded the
most. pessimistic expectations. Forty-six State legislatures !mve met,
a number more than once and some in what justifies the designation of
continuous session. If there is any possible form of tax which has not been
introduced somewhere, evidence to that effect will be welcomed because
human ingenuity in this particular field seemingly rates 100%. To attempt
any accurate resume of the laws enacted, even if we ignore thg rejected
proposals, is so utterly impracticable that this brief report: will simply
touch upon those certain movements which appear to especially warrant
the continuing thought and attention of the members of our Association.

StateTIncomejTazes.

This form of taxation retained its favored place and while many proposed
laws in this category were defeated at the polls, in legislatures and by
veto, a number of the States took affirmative action. During 1933 6 States
were added to the growing list of those imposing both personal and cor-
poration income taxes: Alabama, Arizona, Kansas, Minnesota, Montana
(subject to November 1934, general election) and Ngw Mexico. The maxi-
mum rates in these States were 514 % on personal income and 6% on’cor-
porate income, both in Arizona, Four States increased their rates: Idaho,
North Dakota, Oregon and South Carolina, with North Dakota now having
a maximum rate of 15%. North Carolina and Oklahoma each decreased
by 1% the minimum rate but at the same time lowered the amount at
which the maximum rate applied. Oklahoma also enacted an involved
surtax and increased the personal exemptions. Personal exemptions were
decreased in Idaho, New York, North Dakota, Oregon and South Carolina.
Both New York and Wisconsin continued for another year the additional
emergency income tax and New York imposed a further 1% emergency
tax on gross personal incomes. The Washington law was declared uncon-
stitutional.

It is encouraging to note that several of the States newly adopting the
income tax endeavored to provide tax relief elsewhere. In Minnesota
all proceeds are to be applied to retire outstanding school indebtedness.
New Mexico also applies all such revenue to educational purpose and the
Montana law (if approved) will distribute 50% of personal and 25%Yof
corporate returns to education. Education is the beneficiary of the new
South Carolina law imposing a 5% tax on all income from intangibles in
excess of $100.

The States now having corporate income taxes are: Alabama, Arizona,
Arkansas, California, Connecticut, Georgia, Idaho, Kansas, Massachusetts,
Minnesota, Mississippi, Missouri, Montana, New York, New Hampshire,
New Mexico, North Dakota, Ohio, Oklahoma, Oregon, South Carolina,
Tennessee, Utah, Vermont, Virginia and Wisconsin.

The States now having a personal income tax are: Alabama, Arkansas,
Arizona, Delaware, Georgia, Idaho, Kansas, Massachusetts, Minnesota,
Mississippi, Missouri, Montana, New Hampshire, New Mexico, New York,
North Carolina, North Dakota, Ohio, Oklahoma, Oregon, South Carolina,
Tennessee, Utah, Vermont, Virginia and Wisconsin.

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




3628

Financial

Sales Tazes.

The search for new sources of revenue and the reported success of the

sales tax in certain States prompted the introduction of innumerable
sales tax laws throughout the country with 14 States levying such taxes
this year. Sales taxes are currently effective in Arizona, California, Illinois,
Indiana, Kentucky, Michigan, Mississippi, New Mexico, New York, North
Carolina, Oklahoma, South Dakota, Utah, Vermont, Washington and West
Virginia. In half the above States the laws are temporary in character;
i.e., Illinois, Mississippi, New York, North Carolina, South Dakota, Utah,
Vermont and Washington. Indiana and South .Dakota enacted gross
income tax laws which are generally classified as sales taxes and these
States are, therefore, listed above. s The second effort in Illinois to pass a
legal sales tax is now being tested in the courts, the first having been de-
clared unconstitutional. Oregon defeated a referred sales tax and North
Dakota is to vote on a similar law.
k. Widespread tax legislation in’ a relatively newfield "naturally results
in marked variations among the several States in addition to the difficulties
of initial administration. Some of the major differences deserve considera-
tion because uniformity must be evolved to lessen the problems of the many
business units operating in more than one State. Some States include
services, amusements and the transfers of tangible real property, while
most are based on sales of tangible personality alone. Some States tax
manufacturers, wholesalers and jobbers as well as retailers. In some cases
certain classes must absorb the tax and in others it is mandatory that the
tax be passed on. The question of the rate, of course, is a vexing one
and whether it should be uniform or classified is troublesome. Exemptions
always cause dissension and we find the following are exmpt in one or more
States: food for human consumption, food consumed in public eating places,
farm products in original state, clothes, gasoline, gold bullion, organizations
not organized for profit,; a limited money exemption, &c. Licensing,
registration and method of collection all reflect diverse theories. The
revenue derived is generally utilized for one or more of the following pur-
poses® general fund, education, relief and reduction of taxes on real prop-
erty, although two States share with local communities. There appears
to have been an overly optimistic opinion as to the yield of such taxes
and revision upward is indicated for laws enacted this year.

Public Welfare.

The tax complexities arising out of necessitous unemployment relief
which were commented upon a year ago have not been materially diminished.
Possibly they might be termed aggravated, due to the apparent lack of
concern over carrying charges upon the money to be obtained from Wash-
ington, for which so many taxing units are clamoring. Temporary tax
measures for relief purposes have been uniformly extended with addi-
tional ones enacted in many sections. This condition has accentuated the
basis for the rather chronic complaint of your Committee that there is a
constant tendency to exploit certain revenue sources merely because such
sources have been productive, without regard for principles of equity and
long-term results. And, unfortunately, there seems to be nothing that
can be done about it under present conditions. In Colorado there was a
case in point where the special session passed a tax upon automobiles,
_payable September 1933 and jJanuary 1934, which requires a “U.R.”
plate upon each machine. An appeal from the lower courts resulted in this
law being declared unconstitutional by the Colorado Supreme Court. In
connection with unemployment irelief, old-age pensions, &c., it seems
entirely proper to again suggest that. decision must be made promptly
as to whether such activities are to be permanently assumed, by whom,
toJwhat degreeJand upon what basis.

Your Committee believes that irrespective of how these details are
finally determined all beneficiaries of every relief program, whenever
practicable, should be required to perform some work of a public nature,
subject always to the physical condition of the individual affected.

Relief for Real Estate.

As heretofore mentioned, certain reduction in the tax burden upon
realty has been provided in recently enacted State income and sales taxes.
In addition, property owners have beenassisted by reduction in penalty
rates upon delinquent taxes, theright to pay taxes in instalments, interest
reduction during periods of redemption, &c. The/trend toward. general
moratoria, the limitation of total ad valorem taxes and the exemption of
homes up to specified 'amounts hasfcontinued from an agitation standpoint
with some enactments resulting. These methodsof relief have been rightly
questioned and where theselexperiments are being tried there are some very
serious complications developing. ¢ People 'everywhere who are entirely
able to pay their taxes arejtaking advantage of the situation and adding
toithe appalling “delinquency figures. It is believed that all members of
our Association should assist the ‘‘Pay Your Tax' campaign in their respec-
tive’communities if suchfa movement is in existence and, if not, should
aid_in starting such a campaign. L TR {

e e R
it o .

e . _ The New York Situation. T

There would be no need to mention this very famous situation even for
record purposes because of the publicity it has received, were it not for
certain implications. There is a very vital question involved in the delega-
tion of taxing powers by a State to a municipality, a question of such
importance that it is hoped the practice will not spread unless every angle
has been thoroughly studied. This particular experiment also indicated
the ability of taxation to destroyTand should serve as a warning to those
State and local [governments which are scrutinizing what may be termed
gcy}lp_a_gignﬂaxes as possible_means for new_or additional revenues.

- Beer and Liquor Tazes., rs =

‘When our Federal Taxation”Committee threw its unqualified support
to beer because of the tax relief it promised, we knew we would soon have
beer. However, there is a very real /danger that State and local Imposts
may negative'the results sought’by making bootlegging still profitable.
Therefore, this Committeefjoins TitsTfellow’ committee in urging that all
z:"ﬁ"d liquor taxes_be enacted with,the idea of eradicating racketeering
6.4 I~

—

-
Conclusion.

¥ While few Legislatures are scheduled for regular sessions during the coming
year, it would be’a mistake to predict any marked recess from tax questions,
Relief measures, beer and liquor control ‘bills ‘and legislation permitting
acceptance ‘of Federal aid "will undoubtedly require numerous special ses-
sions. Our '‘membership has really accomplished many desired results
during the past year, despite the number of questionable enactments which
the pressure of economic conditions made inevitable. Vigilance as to tax
measures upon the part of all members remainslimperative and the efforts
toward minimizing the effects of unwise legislation must continue until the
time when we can aid in truly moulding a scientific tax system which will
include the co-ordination of Nation, State and local entities. Much good
has been accomplished by our members through the various tax associations
and it is recommended that our members align themselves with the out-
standing organizations engaged in tax control activities in their respective
communities. It is also recommended that the direct service enterprises
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of local governments be studied to see that they are upon a self-supporting
basis for in this field there should be many opportunities to effect tax relief.
‘Water rates are a case in point and as an illustration, New York Cityis
in the process of increasing by 50% the rates which have stood since 1857.
Respectfully submitted,

Charles B. Engle, Chairman,

Harold R. Bailey

Jay Cooke 2d

Paul B. Hammond

‘W. Hubert Kennedy

J. Ritchie Kimball

Stewart R. Kirkpatrick

John Nuveen Jr.

Julius W. Reinbold$ Jr.

—_———

Walter S. Robertson
Alvin F. Sortwell
George S. Stevenson
Robert Strickland Jr.
Claude W, Wilhide
Robert N. Williams
Kenelm Winslow_Jr.

Report of Investment Companies Committee—Classifi-
b « cation Urged of Investment Companies.

In the report of the Investment Companies Committee of
the Investment Bankers’ Association it was stated that the
Committee “feels that especial emphasis should again be laid
upon the question of classification of investment companies.”
The report added “the British form of investment company
is generally conceded to be the basie model upon which in-
vestment eompanies in this country have been conceived,
and yet we have developed a wide variety of enterprises
which have been confused in the public’s mind under the
general classification ‘Investment Trusts.”” The commit-
tee recommended that the Association ‘“‘go on record as
opposed to the use of the word ‘trust’ in the designation
of fixed ‘trusts’ and investment, finance, trading and hold-
ing companies, except where such word is legally correct.”
Sydney P. Clark of E. W. Clark & Co. of Philadelphia,
Chairman of the Committee, submitted the report as follows:

Generally speaking, we feel that investment companies, especially of
the management type. are at gresent passing through a period which will
test them severely. 'The probability is that the history of the experience of
the early days of the British companies will again repeat itself and that
out of this period will emerge leaders in this field, who, having re-
acquired public confidence by their proven ability, will grow to a position
in our financial community comparable to that occupied to-day by the
leading invest- ment companies in England.

The foregoing is a quotation from the report of your Investment Com-
panies Committee to the 1930 Convention. The reference to British
companies’ experience has to do with their sudden fall into uniform dis-
favor because they bought securities without proper investigation, gave
more attention to yield than to soundness, frequently accepted quick
trading profits, dealt with undisclosed associates, and indulged in other
unsound practices. This phase of the business ended in the Baring crash
in 1890.

That the parallel of the British experience of the 1880's and '00's has
been subsequently borne out in America, few of those who have been
closely associated with our financial history of the past decade will ques~
tion. The accuracy of the subsequent prophecy is still awaiting the
decision of the future, but it is apparent that we are already making progress
towards the suggested leadership.

British Experience.

The death of Robert Fleming, dean of investment trust managers in
Great Britain, recalls the important part played in British finance by
those companies which were under his personal direction and that of his
firm. The comparative market stability of British trust company se-
curities during the recent past in the face of tremendous shrinkage of
assets, speaks very well for their established policy of conservation in
investment, in the continued establishment of substantial reserves and
in modest but consistent dividends, and brings into relief the present
position of those American companies whose practices have been less
conservative. It also reminds us of one aspect of operation which is
appropriate for the consideration of investment companies, and in which
the British companies have long participated, namely, underwriting.
The Federal Securities Act has disrupted our established method of financing
because of its severe liability provisions, and it is unlikely that at the
present time American investment companies will undertake to enter
this field, for the same reasons which now deter investment bankers from
doing so. However, should the future provide a means by which in-
vestment companies can enter the underwriting field, they may prove
of material assistance in financing industry on a conservative and satis-
factory basis. It is essential that the business of underwriting be con-
ducted in an entirely independent and unrestricted manner, without
avtachment or responsibility to affiliated banking firms or corporations,
in order that only those securities are underwritten which conform wholly
to the principles of proper investment for the company, in case the issue
is not popularly subscribed to. If this is done, Investment companies
may well contribute substantially to the stabilization of our markets in
new securities and thereby tend to minimize the ‘“‘dumping'’ which now
occurs by banks, dealers and other purchasers who are not true investors,
but who subscribe to new securities only for the purpose of making a
“quick turn' or for resale to the public and are unwilling or financially
unable to hold them for inv . Any c t of this sort must, of
course, include consideration of the psychological difference between
British and American investment practice, but progress toward permanent
rather than temporary distribution would undoubtedly be a step in the
right direction.

Classification of Investment Companies,

Despite the fact that comment has appeared in previous reports of
this Association, your Committee feels that especial emphasis should
again be laid upon the question of classification of investment companies.
The British form of investment trust company is generally conceded to
be the basic model upon which investment companies In this country
have been conceived, and yet we have developed a wide variety of enter-
prises which have beeén confused in the public’'s mind under the general
classification of ‘‘Investment Trusts.” The pure form, as developed
in England and Scotland may be defined as a co-operative enterprise,
joined by many investors in the belief that, by pooling their funds under
expert management, they would be able to take advantage of favorable
opportunities in various classes of securities of a variety of enterprises
to conserve and increase their principal and yield them a satisfactory
return upon the investment. In order that entire freedom of action
may be given the management, no measure of control of companies the
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securities of which appear in the portfolio is attempted, nor is there any
limitation as to the particular industry or country in which the funds
may be invested.

Yet, in America, fixed trusts, investment companies, holding com-
panies, finance companies and various intermediate combinations of all
of these types have been generally described as ‘‘Investment Trusts,’
without due regard for the technical meaning of the word ‘‘trust’’ under
our fiduciary laws. Your Committee feels that lack of an adequate de-
scription upon which the investor can readily discriminate between the
various types of such companies has led to much of the confusion, loss
and subsequent unpopularity of the companies and their sponsoring banking
firms, and that the Investment Bankers' Association should take the
Jead in prescribing a classification of such companies so that its members
may clearly present the facts concerning any offering of such securities.
Such classification should include a form or method of making such of-
fering in order that the public may clearly understand the nature of the
enterprise, whether presented through advertising, or circulars, or ver-
bally by partners or salesmen. The Committee further strongly recom-
mends that the Investment Bankers' Association go on record as opposed
to the use of the word ‘‘trust’ in the designation of fixed “trusts’’ and
investment, finance, trading and holding companies, except when such
word is legally correct.

Consolidation into Larger Unils.

The stress of the past three years has provided the opportunity for
the more successful of the larger investment companies to acquire the
securities of other companies, oftentimes at less than their liquidating
value. It is true that in many cases the analytical staff of the parent
company may be more economically and efficiently employed in the super-
vision of a greater volume of business.

Control through purchase or exchange of securities may result in an
inter-relationship of management commanding excessive fees and costs
of" operation. Morzover, the parent company may, in effect, during
the period of absorption, step out of its original sphere and become an
investment holding company, the propriety of which has often been ques-
tioned in so far as the purchase of other invesument company equities
is concerned. In any event, vhe process is likely to result in compli-
cating the capital structure of the parent company and in the presentation
of statements involving complex intercompany holdings of securities,
both of which contribute to the possibility of public misunderstanding,
Your Committee therefore feels that, during the process of absorption,
the management of investment companies which are expanding their
scope by the acquisition of other such companies should take great care
to publish full statements indicating the conditions of acquisition and
should ultimately acquire, through merger, liquidation or otherwise, all
of the assets of subsidiaries in order that the structure of the parent com-
pany may be restored to the simplest form as rapidly as possible.

Cost of Operation.

General misconception has been prevalent regarding the cost of opera-
tion of investment companies. The responsibility of management demands
proper compensation regardless of income and should be considered from
the point of view of the amount of capital to be administered. A sub-
stantial amounv of such costs is semi-fixed in the form of fees for registrars
and transfer agents, legal and accounting expenses. Reasonable and
proper management fees are essential in bad times as well as in good times,
and all items which go to make up administrative costs should be clearly
indicated by a reasonable breakdown in published reports to stockholders.

Nevertheless, your Committee suggests that every reasonable effort
be made to reduce operating costs in order to obviate possible criticism
on this score.

Effect of the New Securities Act.

The Securities Act does not in itself attempt vo correct the abuses to
which the investment or finance company is exposed, but is designed to
effect the complete disclosure of all transactions which have taken place
in respect to new securities to be sold to the public, such disclosures to
be filed in a place of public record prior to the sale of the securities. Many
investment companies, particularly those of a fixed or open-end type, in
which the sponsors desire to continue sale to the public, have already
filed their applications before the Federal Trade Commission and in those
applications have made the required disclosures.

Your Committee desires to point out, however, that the Faderal Se-
curities Act, with its attendant severe penalties, is not a substitute for
character and that the mere disclosure of pertinent facts in a place of
public record will not in itself correct the present unpopularity of the
inyestment company as a medium for the protitable investment of private
capital. The Federal Trade Commission does not propose to control
the policies or principles upon which investment companies are conducted,
nor will it supervise their activities after registration of their sccurities.
Hence it is the Committee’s belief that managements of investment com-
panies of all types should take to heart the spirit of full and complete
disclosure of pertineat information to stockholders and carry these prin-
ciples through their periodical statements to the public. We believe
an attitude of discernment and suspicion on the part of investors has
been created and that they will follow the accuracy of such statements
more closely than ever before. The spirit of the times calls for the utmost
frankness, not once, but all the time, and we believe it should be recognized.

Conclusion,

Whereas the Committee believes its primary function is to call atten-
tion to the outstanding developments and problems in the investment-
company field during the past year, it also desires to record its opinion
that substantial progress has been made. It is natural that comparison
should be made with the more mature experience of this type of security
in Great Britain, but the fundamental differences in method of conducting
the investment business generally should also be noted. Such items
as the setting up of concealed reserves and the publication of portfolios
are matters of practice and public psychology upon which we are entitled
to our own opinion, but it is reasonable that in other fundamental respects
we should study closely and apply to our profit the lessons of history.

The steadying influence of the rulings of the New York Stock Exchange
and the efforts to our Association in respect of adequate disclosure and
uniform accounting methods have been widely felt, the securities of many
investment companies have enjoyed a better record in recent trying vimes
than the average of the market, and with a growing appreciation of the
pecessity for clarifying the functions of the investment company, we may
Jook forward to an enlightened attitude on the part of the public in regard
to investment company securities.

Respectfully submitted,

INVESTMENT COMPANIES COMMITTEE
Sydney P. Clark, Chairman

Oharles H, Diefendorf  Colis Mitchum
Herman Duhme Lester Watson
Ben B. Ehrlichman Sidney J. Weinberg
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Report of Oil and Natural Gas Securities Committee—
Ills of Oil Industry Laid to Its Inability to Decide
on Uniform Policy to Correct Evils—Effect of
Operation of Code.

“One of the chief reasons why the inherent ills of the oil
industry have not been eliminated,” said the report of the
Oil and Natural Gas Securities Committee of the Investment
Bankers Association of America ‘‘is that the industry itself
has never been able to decide upon a uniform policy for cor-
recting recognized evils.” The report added ‘‘this lack of
unified opinion has again been displayed in the inability of
the industry to decide upon a uniform code acceptable to all
factions.” The report further said ‘‘one of the chief points
of contention in regard to a uniform code is the question
of price fixing. The accepted Federal code contains a price
fixing provision, and the contention over the application of
that feature still continues.” It is noted in the report that

“the immediate effect of the operation of the oil code has
been increases in the prices of erude oil and gasoline.” Daniel
O’Melveny, of the Union Bank & Trust Co. of Los Angeles
was Chairman of the committee, whose report follows:

Recent Derelopments in the Petroleum Industry.

A year ago the future of the petroleum industry was exceptionally
promising. Although there was still much improvement necessary in
the refining and marketing branches of the industry, nevertheless so
much improvement had been made in the producing branch that it was
generally thought that the petroleum industry would be among the first
to lead the way out of the depression.

However, the past year has seen a condition of chaos return to the
industry so that at the time the code was prepared for it by the NRA
it was in a much worse condition than that of the previous year. Although
some of the other States succeeded in curtailing production during the
year, the excessive production in East Texas, coupled with an utter dis-
regard of regulations as evidenced by the shipment of ‘“‘hot oil” from
that tield, resulted in a break in the crude oil market to a point far too
low for profitable production, a point much less than the average of the
disastrous year of 1931, and as low as 10 cents a barrel, at times, in the East
Texas field. Consequently, seven of the largest companies for which
earnings are reported for theé first half of the year, and which reported
a combined surplus during the first halt of 1932 of over $6,700,000, show
for the same period of 1933 a deficit of almost $25,000,000.

Although the Texas Railroad Commission has endeavored to eniorce
adequate proravion in that State, it has been severely handicapped by
the present law, which is cumbersome in enforcement, and is lenient on
offenders. Violations are numerous, and more stringent bills have failed
to pass the Texas Legislature. The violations of the Commissioner's
proration regulavions became so great that it was estimated that at the
time President Roosevelt prohibited the inter-State transportation of
illegally produced petroleum on July 12 1933, about 500,000 barrels per
day were being sold in evasion of the State laws of Texas. The right
of the President to control the shipment of ‘‘hot oil’ under provisions of
the NIRA was upheld on Aug. 15 1933 by Justice Cox, in the District
of Columbia Supreme Court, who denied a petition for an injunction to
restrain the Secretary of the Interior from preventing the shipment in
inter-State commerce of oil produced in excess of State quotas.

‘While this prohibition has done much to corrcct the East Texas situa-
tion, a natural corrective is now at work in that field in the form of rapidly
declining gas pressure, which will probably result in the placing of the entire
field on the pumps during the next few months. If this should occur it
will mean the suppression of the most disturbing influence in oil pro-
duction during the past three years.

In Oklahoma, a bill passed in April 1933 made more effective control
of production possible, and vhe validity of the law was upheld during
August by the State Supreme Court, in all except two provisions which
proposed to delegate certain legislative functions to the Supreme Court,
In California, although many local disturbing factors exist in the various
fields, voluntary proration has kept the entire State production very
close to the allotted figures. Although the California curtailment law
was defeated av a general election, the State has a State Recovery Act
which makes binding the provisions of the NIRA, which will unques-
tionably be used to keep oil production in line in that State. Recent
conferences of the Governors of the different oil-producing States indicate
an endeavor to provide more uniform and more adequate restriction laws.

One of the chief reasons why the inherent ills of the oil industry ha&ve
not been eliminated is that the industry itself has never been able to de.cxde
upon a unitorm policy for correcting recognized evils. This lack of unified
opmion has been again displayed in the inability of the industry to decide
upon a uniform code acceptable to all factions. The industry as repre-
sented by the American Petroleum Institute drew up a code for presentation
to the NRA in Chicago during June of this year which was supposed to
reflect the desires of the industry. So much opposition to this code de-
veloped that official hearings were séveral times adjourned, and it finally
became necessary for the Administration to present a code to the industry,
which was finally presented by General Johnson on Aug. 17 1933. One
of the chief points of contention in regard to a uniform code is the question
of price fixing. The accepted Federal code contains a price fixing pro-
vision, and the contention over the application of that feature still con-
tinues.

The immediate effect of the operation of the oil code has been increases
in the prices of crude oil and gasoline. In the fields between California
and Pennsylvania there have been two increases in the price of crude
petroleum, and in each of those two border districts there has been one
advance. Prices are still below the levels which are claimed to be neces-
sary for profitable operation, and further advances may still be in order.
Furthermore, the advance in crude prices has not kept pace with the
increases in gasoline prices, and this fact may cause Secretary Ickes to
enforce the price fixing provisions which, so far, has not been put into
effect.

One result of the increased price in crude oil will undoubtedly be an
increase of independent exploration, which has been exceedingly dormant
during the past year. Only one new field which gave promise of large
production was developed during the year. This was the Tomball Field
in Texas, which gave early indications of being as troublesome as East
Texas. However, although much money has been spent since the discovery
well was brought in on May 27, in anticipation of the proving up of a
large area, and although three pipe lines have been constructed to the
field, no sizable production has been developed, and the potential threat
from that source has disappeared.

Chronicle
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Progress of Control Measures—Petroleum.

For most of the present year, almost the entire effort of the industry
toward voluntary control has been with respect to the formation of a
code under the NIRA. Representatives of the petroleum industry,
under the auspices of the American Petroleum Institute, met in Chicago
during June and drew up a tentative code of which the following were
the principal features:

1. The amount of crude petroleum necessary to equal market demand
should be allocated between current production, withdrawal from storage
and imports. Maximum production was to be allotted to the various
producers, areas, properties and wells. Restrictive agreements for any
pool by those controlling two-thirds of the entire maximum pool produc-
tion were to be binding on all after governmental approval.

2. New pools could not be developed except on approval by the Gov-
e{mne(iw and a permit was to be required before new drilling could be
started.

3. Withdrawals from storage were to be limited in amount and were
to be allotted equitably.

. Imports were to be limited to the daily average of the last six months
of 1932, and were to be allotted equitably.

5. The normal average cost of production was to establish the selling
price of oil and the Government was requested to establish maximum
and minimum prices.

6. Complete reports of all operations were to be made monthly by
every producer and every purchaser of crude oil.

7. Violations of the code were to be deemed unfair competition and
were to be subject to prosecution under the terms of the Act. The Act
was to be administered by the President, or a person appointed by the
iI’l"isident. aided by an Emergency National Committee elected by the
ndustry.

Although the convention which adopted this code was supposed to
represent about 95% of the oil production in the United States, opposition
developed at once from several independent producers and marketers’
associations, which carried their protest forcibly to Washington when
hearings were opened before General Hugh S. Johnson during the latter
part of July. Hearings on the code were repeatedly adjourned and the
industry could come to no agreement. Finally General Johnson was
compelled to write his own code which the President has signed and placed
into operation. The principal provisions of the Government’'s code are
as follows:

1. A price control section specifies that a barrel of crude oil of a set
quality (36-36.9 Mid-Continent) shall be 18.5 times the price of a gallon
of gasoline (average, group 3 tank price, 60 to 64 octane rating) at the
refinery. The President is given authority to fix the base price of gasoline
against which the price of crude oil should be determined for a test period
of any number of days up to 90. The formula may be revised at the end
of an;i‘ set period to provide a more equitable cost of crude oil.

2. The required production of crude oil to balance consumer demand
for petroleum products is to be estimated at intervals by a Federal agency
designated by the President. The required production is to be equitably
allocated among the several States by this agency and the estimates sub-
mitted to the President for approval, and when approved by him, shall
be deemed the net reasonable market demand, and shall be recommended
as the operating schedules for the producing States and for the industry.
In any State in which there is no regulatory body or official charged with
the duty of allocating quotas, the President may designate an agency
within such State who shall compile the operating schedules for that State.

3. The President is empowered to limit all imports for domestic con-
sumption “‘to volumes bearing such ratio to the estimated value of domestic
production as will effectuate this purpose of this code.” Withdrawals
from storage are subject to approval by a Planning and Co-ordination
Committee, and during the remainder of 1933 may not exceed 100,000
barrels a day. Additions to storage beyond necessary fluctuations in
working stocks shall be made only with the approval of the Committee.

4. Definite provisions are provided for the pafr of labor in different
fields and on different types of work setting minimum wages and maxi-
mum hours. Differentials between wages of skilled and common Jabor
in the several geological divisions are not to be less than those prevailing
on July 1 1929, he usual statutorially required provisions insuring
workmen the right to organize and to bargain collectively, and banning
company unions, are included.

5. Wildcatting is not to be prohibited because the future maintenance
of the petroleum supply depends on new discoveries and new pools, but
new fields must be operated in accordance with a plan approved by the
President, or its product will be barred from inter-State commerce,

6. Provisions are made for compiling of statistics at intervals to enable
the President to fix required production and to allocate it properly.

7. The country shall be divided into eight refining districts by a Federal
agency designated by the President, and a proper relationship between
inventories of gasoline and sales thereof shall be established for each dis-
trict. Refineries in each district will be required to limit their production
to recommended ratios between gasoline inventories and sales within
their districts. Special provisions are provided to insure sufficient crude
to refiners and to insure proper outlet to those refiners who have had a
distribution outside the defined districts. The storage of gasoline in
amounts greater than is required to provide for the necessary fluctuations
in working stocks and to meet the variation resulting from seasonal demand
as determined by a Planning and Co-ordination Committee, is to be de-
clared an unfair trade practice and is to be prohibited.

8. A moratorium has been placed on the lease and agency practice
by which retailers are bound to handle exclusively the product of one
company pending the outcome of an investigation to be made by the
Federal Trade Commission. The President is authorized to decide whether
this practice shall be prohibited if the Commission fails to give a decision
within 60 days. Many other provisions are included which closely regu-
late the marketing practices within the industry and eliminate many of
the evils which have caused so much trouble in that branch of the industry.

For the administration of the code, there is provided (a) a Planning
and Co-ordination Committee representing the petroleum industry and
the NRA and (b) a Federal agency to be designated by the President.
The Planning and Co-ordination Committee shall consist of 18 members
and shall have the following subcommittees:

. Statistical Committee.
Production Committee.
Refinery Committee.
Marketing Committee.

. Accounting Committee.

. Labor Committee.

. Adjustment Committee.

. Transportation Committee.
. Finance Committee.

The chief point of controversy concerning the code as provided by
the Administration has been the price fixing provision. Strong camps
within the industry advocate the application of this provision, and equally
strong camps oppose it. Up to the present writing the price fixing pro-
vision has not been imposed by the Administration. But as the price of
gasoline has increased much faster than the price of crude oil, much pressure
is being brought upon the Administration to impose this provision so
as to keep the price of crude oil in line with the quoted price of gasoline.

As the Federal representative, or Oil Administrator, the President has
designated Secretary Ickes of the Department of the Interior. As members
of the Planning and Co-ordination Committee, the following persons
have been appointed:

To represent the industry.—Axtell J, Byles, President, American Petroleum
Institute; Wirt Franklin, President, Independent Petroleum Association
of America; R. T. Zook, President, Pennsylvania Grade Crude Oil Asso-
ciation; Howard Bennette, Western Petroleum Refiners Association;
W. T. Holliday, President, Standard Oil Co. of Ohio: E. B. Reeser, Presi-
dent, Barnsdall Corp.; K. R. Kingsbury, President, Standard Oil Co.
of California; B. L. Majewski, Illinois Petroleum Marketers Association;
Henry M. Dawes, President, Pure Oil Co.; C. F. Roeser, Texas Oil &
Gas Conservation Association; Amos L. Beaty, Phillips Petroleum Co.;
C. E. Arnott, President, Socony-Vacuum Corp.

To represent the NRA —James A. Moffett, former Vice-President of
Standard Oil Co. of New Jersey; Donald R. Richberg, General Counsel
of the NRA; M. L. Benedum, of Pittsburgh
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Of this Planning and Co-ordination Committee the following members
have been designated as chairmen of the subcommittees:

1. Statistical Committee, Axtell J. Byles.

2. Production Committee, Wirt Franklin.

3. Refinery Committee, Howard Bennette.

. Marketing Committee, C. E. Arnott.

. Accounting Committee, Ralph Zook.

. Labor Committee, W. T. Holliday.

. Adjustment Committee, Amos L. Beaty.
. Transportation Committee, E. P. Reeser.
. Finance Committee, H. M. Dawes.

One of the first acts of the Oil Administrator was to order a production
cut of about 350,000 barrels a day to a total of 2,409,700 barrels, and
to allocate this production among the oil-producing States as shown by
the following table, which also shows the daily production for the week
ended Sept. 2 1933:

Daily Produclion—
Daily Quota— Barrels Week End.
State— B l; Sept. 2.

Oklahoma .. __

New Mexico

Rocky Mountain States.
Appalachian States ...
Michigan

050
4, 99,050
30,000 31,000
2,409,700 2,721,400

This authorized production reduces the allowable which had been set
by most State regulatory bodies, although it increased by about 27,000
barrels daily the amount which had been set up by the California com-
mittee as an allowable production in that State. The regulatory bodies
of California, Texas and Oklahoma, the chief producing States, have
fixed allowables for their States to conform with the quotas of the Oil
Administrator, but the Kansas Commission claims that producers in their
State have a ready market for 50,000 barrels a day more than that allowed,
and are requesting an adjustment of the official quotas. It would appear
at the present writing that the quotas which have been established by
the Federal Government, and the system of checking producers, pipe
lines, railroads and trucks, brokers and refiners which have been set up
by the Federal Government and the various State regulatory commissions,
should be able to establish a real and effective proration of petroleum
production with no by-passing and no bootlegging.

Mergers—Peltroleum.

There have been no important mergers in the petroleum industry during
the past year unless the absorption of Union Oil Associates by the Union
0il Co. on Dec. 20 1932 shall be considered as a merger. The stock of
Union Oil Associates was exchanged on a share for share basis for that of
the Union Oil Co. of California, while stock of the latter company held
by the Union Oil Associates, which was equivalent to the Associates'
shares outstanding, was transferred to unused capital stock.

It was reported during July that the Standard Oil Co. of New Jersey
had purchased the remaining one-half interest in Union Atlantic Co.
from the Union Oil Co. for $1,350,000, and recently the proposal to pur=
chase the Richfield Oil Co. of California by the Standard Oil Co. of Cali-
fornia has been revived, with a report that the Standard Oil Co. will pay
an equivalent of about $23,500,000 for the Richfield properties.

Tazation—Pelroleum.

The heavy taxation of petroleum and petroleum products still continues
to be a severe menace to the industry. All Staves in the Union now have
some form of gasoline tax, with 314 cents per gallon retail as the lowest
tax in any State, and 12}¢ cents, including local taxes, the highest. AS
the carload price of gasoline has averaged around 5 to 6 cents a gallon,
it is readily seen that the bootlegging of gasoline on which tax is not paid
can easily disrupt the entire price structure of any retail gasoline market.

Not only is this feature a serious threat to the industry, but the recent
proposals to divert funds raised by gasoline tax to other purposes has
progressed to such an extent that to-day about one-third of the total gas
tax collected is used for other purposes than those designated in the original
tax laws. In 1927 $5,297,000 of gasoline tax money was diverted, while
in 1933 this total has risen to $121,988,000, an increase of $116,691,000
per year.

Over 200 bills were introduced into the Legislatures of every State of
the Union during 1933 seeking to divert gasoline tax to such diverse uses
as the maintenance of counties and schools, poor and unemployed relief,
pensions, reform of convicts, oil inspection, commerce and navigation,
State parks, reforestation, highway patrol, establishment of rural mail
routes, the enforcement of registration laws. It was even provided in
some of the bills introduced to divert gas tax funds to the general funds
of the States for the payment of salaries and for the general operation
of the State governments. Proposals were also made to turn gas tax
moneys over to counties and States to relieve them of the general tax
burden.

Since 1918, to October of 1033, vhe United Staves has collected from
motorists and oil companies over $1,260,000,000 in tax moneys, and has
appropriated back to the various States as Federal aid in road building
a total of $1,190,000,000. From these figures it is seen that the Federal
aid for highway construction has been more than paid for by Federal col-
lections from the oil industry or the motorist, and the various State
proposals to divert tax funds indicates that the oil industry will probably
be required to furnish much of the excess expenditures of State and local
governments made necessary by the present depression

The Federal Government has incr ased the tax on retail sales of gasoline
from 1 cent to 14 cents per gallon, and has extended its vaxes and import
duties on petroleum products which were in effect during vhe previous year.

The State of Washington has brought suit against 17 oil companies to
compel them to charge not more than 16 cents a gallon retail for gasoline,
including tax, instead ot the average price of about 21 cents per gallon
which is charged at the present time. The tax in ‘Washington is 5 cents
per gallon,

Earnings—Petroleum.

Due to the break in price of crude petroleum, the earnings statements
of the leading oil companies for the first half of 1933 reflect a much less
favorable position than was shown for the corresponding period of 1932.

The following table shows the comparative net income for the first
half of 1932 and the first half of 1933 for seven of the leading oil companies
for which reports can be secured for the first half of the year. This table
indicates a deficit for this year of $25,022,987 as compared with a net
income of $6,761,612 in the same period of 1932. Only one of the com-
panies in the table shows a net income, while the Shell Union Oil Co. reports
a loss of over 14,000,000 for the first six months of this year. The Union
0il Co. of California would show a net income, if the proceeds of the sale
of its one-half interest in Union Atlantic Co. were included in the figures.
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INCOME AND EARNINGS—LEADING PETROLEUM COMPANIES
FIRST SIX MONTHS OF 1933 AND 1932.

Net Income 1st 6 Mos_|Earns. Per Sh. 1st 6 Mos.

1933. | 1932. 1932.

d$1,001,659| $3,184,824

--| d1,835,299 359,942
Mid-Continent Petroleum Co...| d2,703,467 a731,894
Phillips Petroleum Co 5,324,588 d812,492
Shell Unlon Ol Co -|@14,205,388|aa2,935,427
Standard Oil ot California. = 1,197,414 6,916,543
Union Oil of California bd1,150,000' ¢1,5C0,000

a Before taking credit of $4,422 323 realized by cancellation ot debentures pur-
chased for cash. & Not including $1,350,000 non-recurring profit from sale of
Union Atlantic Co. c¢ Estimated. d Deficit.

Outlook—~Petroleum.

Notwithstanding the demoralized condition of the petroleum industry
at the time the new code was formulated, the effect of the operation of
that code should be to enable the industry to climb out of the present
depths and over the near-term to show substantial recovery in earning
power. The new code bids fair to solve many of the disturbing evils
of the marketing branch of the industry, and also promises to provide
prices which will allow the industry to survive. If the provisions of the
code can be enforced the coming year should find the industry well on
the road to a sound and profitable operating basis, although it is hardly
possible that earnings for 1933 will be satisfactory because of the ex-
ceedingly unprofitable results of the operations during the first half of
the year.

Although the present prospects for improvement in the domestic position
of the industry are thus favorable, conditions in world-wide markets are
still very unfavorable. Although restriction of world oil production and
stabilization of the export market has been attempted from time to time,
no definite agreement has ever been reached. The International Oil
Conference in New York during May of 1932 was a failure. Further
meetings in Paris during July and December of last year, and April of
this year, did result in some accord between the United States, British
Dutch and Rumanian interests, but two months after the last restrictive
compact Rumania publicly broke the agreement on the asserted claim that
the collapse of proration in the United States had destroyed world prices.
Recent developments in the Russian oil fields also disturb world markets
80 that at the present time there is but little hope that United States
companies can look for betterments from any source except through
solution of their domestic problems. :

Natural Gas Industry.

During the past year there have been no startling developments in
the natural gas industry. The year has been one of continued expansion
of natural gas systems which had been begun in previous years. The
industry is still beset with competition from other fuels, and the recent
increase in the use of the cracking process for making gasoline has pro-
vided a new source of competition, as that activity now provides many
billion cubic feet of high heat value gas yearly which is used to enrich
low-value manufactured gas.

The extreme low level of industrial production throughout the United
States during the first part of the year has necessitated the operation
of the extensive natural gas pipe lines to the industrial sections at far
below maximum capacity, with a resulting loss in operations. If the
industrial recovery which has been in evidence during the past few months
continues it should be directly reflected in increased earnings for those
companies with long-term contracts with manufacturing concerns.

During the first six months of 1933 industrial sales of natural gas were
4% less than during the corresponding period of 1932, while total sales
of natural gas were only 2% less. Commercial sales of natural gas de-
clined only 1% in that period and domestic sales were 5% less.

Total sales of manufactured gas showed a decrease of 8% during the
first half of this year as compared with the same period of 1932, and in
total volume were only 41% as great as the sale of natural gas. Domestic
sales of manufactured gas declined over 8% during the period.

Respectfully submitted,

OIL AND NATURAL GAS SECURITIES COMMITTEE.,

Donald O'Melveny, Chairman, Roland L. O'Brien,

E. J. Costigan, Laurence H. Parkhurst,

Edward F. Hayes, William E. Stanwood,

John Nickerson, Eli T. Watson.
—

1933. |

Atlantic Refining Co $1.18

Report of Distribution Sub-committee—Removal of
Securities from Unlisted Division of the New York
Curb Exchange.

The report of the Distribution Sub-committee of the In-
vestment Bankers’ Association of America, the Chairman of
which is . Kenneth Stephenson, of Stone & Webster and
Blodget, Ine. of New York, was presented as follows at the
annual convention of the Association at Hot Springs, Va.:

The almost complete lack of distribution has, of course, forestalled
any problems which in more normal periods would come before the Dis-
tribution Subcommittee.

Your Committee has continued to act as spokesman for the various
ideas expressed by our members with regard to whether or not certain
securities should be dealt in on the New York Curb Exchange. Through
Your Committee, lists of securities were secured which various members
or groups of members felt were not the type of securities to be listed on
any exchange. The New York Curb Exchange had received similar
information from numerous dealers not members of the Investment Bankers'
Association. These combined efforts have resulted in that Exchange
removing 229 bonds from either its unlisted or listed division, and 475
stocks from its unlisted division since April 1.

As a result of the investigation of the Curb Exchange in April and May
by John J, Bennett, Attorney-General of New York State, a number
of reforms have taken place; the ones in which we are most interested
being the statement by the Curb Exchange that it will not list any bonds
the outstanding amount of which is less than $5,000,000, or bonds in
which there is not a proven public interest., The Curb Exchange still
reserves the right to list securities without receiving an application from
the issuing company. It states that before it will allow trading it will
require such detailed information that the issuing company would have
to be consulted, and at that time would have an opportunity to forestall
trading on the Curb Exchange if it so wished. On the other hand, the
Qurb would require the issuing company to prove that the public would
not benefit by such listing and reserve the right to be the final judge.
It is not ready to make these provisions retroactive. The Curb Exchange
claims that it has just as much right as an over-the-counter dealer to
trade in securities without the consent of the issuing company.
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In the last few months the Curb has taken off a great number of stock
issues but very few bond issues. It states that this is just a coincidence.
It intends to continue to remove bonds the trading volume of which
does not show public interest. The Curb informs us that it believes it
has removed from trading any bond the volume of which has not been
in excess of $100.000 in the last 12 months. The exceptions to this are:
(1) cases in which the trading volume is increasing monthly at a rate that
makes the Curb feel the volume will soon be above $100,000, and (2)
where the issuing company has asked the Curb to continue trading privi-
leges after the Curb has written them suggesting that the issue be removed.

‘We have learned that at least one company has been successful in having
its securities removed from the unlisted division of the Curb Exchange
by writing to the Exchange stating that a study of the subject has proven
that the number of transactions in the over-the-counter market far exceeds
the transactions on the Curb Exchange. They also stated that they
did not consider the amount of trade on the Exchange a market in any
sense of the word, nor the prices at which the few Curb transactions were
made a true indication of the actual current prices for the securities. Your
Committee feels that those of you who wish certain securities removed
from trading on the Curb will work toward having the request come from
the company rather than from those who as investment dealers or traders
would benefit by their removal.

Your Committee has received almost no comments from members on
the subject in the last few months which entitles it to believe that those
who are most vitally interested in seeing issues removed are at least fairly
content with the progress.

Your Committee plans to be alert in watching for new developments in
distribution methods, and to advise on any innovation which it feels
would be helpful.

F. Kenneth Stephenson, Chairman
Jonas C. Andersen Bowman C. Lingle
L. Roy Ballinger William M. Marshall
Harry W. Beebe Charles B. Merrill
George W. Bovenizer Harry S. Middendorf
John R. Chapin Sidney A. Mitchell
Kenneth M. Crane George E. Porter
Perry E. Hall Albert E. Schwabacher
E. Gerald Hanson Burdick Simons
John D. Harrison Harry F. Stix
R. Parker Kuhn Francis T. Ward
Chapman H. Hyams, 3rd David R. West
Thomas T'. Coxon James P. Hale

e

Stock Brokers Eligible to Membership in Investment
Bankers’ Association Under Changes in By-Laws.

As we indicated in our issue of Nov. 4, page 3266, a change
in the by-laws of the Investment Bankers’ Association of
America was made at the annual convention of the Asso-
ciation at Hot Springs, Va., on Nov. 1. One account from
the convention city regarding the change is taken as follows
from the Boston “Herald’’:

Stock brokers will be eligible for membership in the Investment Bankers'
Association of America as a result of a change in the Association's by-laws
here to-day at the concluding session of the convention. No official state-
ment in the matter was made by officers of the Association in the matter,
but denial was made by a number of delegates that the move was made
in order to form a united front of investment bankers and stock brokers
in matters relating to security legislation in Washington.

It was pointed out that of 7,000 bond houses throughout the country,
378, including virtually all of the larger ones, are at present members of
the Investment Bankers' Association. It is estimated that there are some
13,075 bankers, of which 600 of the larger ones might logically be expected
to join the Association, subject to the approval of the Association’s Board
of Governors. The séction relating to membership at presen. reads that—
“Any individual, corporation, partnership or other legal entity of good
reputation, engaged in the investment banking business, that is to say,
in the business of purchasing investment securities and publicly offering
the same for sale as a dealer therein, is eligible for membership.”™

As amended to-day the entire clause relating to purchasing and selling
securities to the public is dropped out. Thus, it was pointed out, those
who merely act as agents for the buyer and seller will be eligible to join the
Association. :

_’——

Robert E. Christie Jr. Elected President Investment
Bankers’ Association of America—With Induction
Into Office Says Need for Active Co-Operation
Was Never Greater Than It Is To-day.

Robert E. Christie Jr. of Dillon, Read & Co. of New York
was elected President of the Investment Bankers’ Associa-
tion of America at the closing session, Nov. 1, of the annual
convention of the Association at Hot Springs, Va. As
President Mr. Christie succeeds Frank M. Gordon, Vice-
President of the First National Bank of Chicago. With
his induction into office President Christie stated that ‘“the
need for active co-operation on your part in the work of the
Association has never been greater than it is to-day.” Mr.
Christie added:

We are in the midst of a most critical time for our business. If this
Association has any justification for its existence, now is the time to prove
its usefulness—not to ourselves alone, but to the business community at
large, and, through that relationship, to the country as a whole.

It is not new for the incoming President to tell you that a great honor
has been conferred upon him. Nor is there anything original in his pledge
to discharge the responsibilities of this exalted office to the utmost of
his ability.

You have heard these sentiments in the past from many distinguished
predecessors. What they have told you on similar occasions is what I
want to say to you to-day: I shall do my best. And if I can emulate
their devotion to this work, their spirit of leadership and their accomplish-
ment in office, I am sure you will forgive me later for any lack of originality
in these acceptance remarks.

I am thus keenly aware of both the honor and the responsibility of this
new task. I expect to devote all of my time to the job of being your Presi-
dent. But I might well hesitate to undertake so serious a leadership at all
if T did not know, from past experience as a member of the Board of Gov-
ernors, the spirit of helpfulness which characterizes the membership of this
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group and its tremendous resources of sound, friendly counsel upon which
its President can draw as necessity arises. I am indebted to the nominating
committee for giving to me one of the strongest Boards of Governors the
Association has ever had. In accordance with custom I have asked some
of the Governors and other outstanding men from our membership to serve
as Chairman of National Committees. Their ready acceptance has been
very encouraging. I am confident that we shall have the wholehearted
support of the entire membership, and I wish every delegate would take
this message back to his associates:

**The need for active co-operation on your part in the work of the Asso-
ciation has never been greater than it is to-day. We are in the midst of
a most critical time for our business. If this Association has any justi-
fication for its existence, now is the time to prove its usefulness—not to
ourselves alone, but to the business community at large and, through that
relationship, to the country as a whole.

‘“Whatever we do to amend our mistakes of the past, to restore the free

flow of capital, and to revive the confidence of the country in investment
bankers, will depend not merely upon the officers, but upon the member-
ship as well. A high degree of watchfulness, of calm, progressive thinking,
and of constructive, courageous action is required of every individual
member of this Association. Every one must contribute toward the joint
effort we have undertaken for the ensuing year.
&' All business is suffering from maladjustment. Let us adapt ourselves
to our work as quickly as possible, in whatever way may seem best for the
welfare of the country as a whole. We shall find, I think, that our individual
interests are identical with the general good of our land.”

Our retiring President has led us through a difficult year, dedicating
himself unselfishly to the business of the Association. It is a pleasure for
us to pay public tribute to his sincerity and fine character, and this past-
president insignia, which it is my pleasure to give him, carries with it the
affection and best wishes of our membership.

—_————————

Officers Elected at Annual Convention of Investment
Bankers’ Association of America.

On Nov. 1, at the closing session of the annual convention
of the Investment Bankers’ Association of America, the

following officers were elected:

President, Robert E. Christie Jr., Dillon, Read & Co., New York,

Executive Vice-President, Alden H. Little, Investment Bankers' Asso-
ciation, Chicago.

Vice-Presidents: George W. Bovenizer, Kuhn, Loeb & Co., New York
(re-elected); Robert A. Gardner, Mitchell, Hutchins & Co., Chicago;
Henry Hart, First of Michigan Corp., Detroit; Edward Hopkinson Jr.,
Drexel & Co., Philadelphia (re-elected); and Donald O'Melveny, Union
Bank & Trust Co., Los Angeles (re-elected).

Treasurer, Cloud Wampler, Lawrence Stern & Co., Chicago.

Secretary, C. Longford Felske, Chicago.

Educational Director, Samuel O. Rice, Investment Bankers' Associa-
tion, Chicago.

Field Secretary, Arthur G. Davis, Investment Bankers’ Association,
Chicago.

Board of Governors (two-year terms expiring in 1935): Daniel W. Myers,
Hayden, Miller & Co., Cleveland; Homer L. Boyd, Marine National Co.,
Seattle.

Three-year terms expiring in 1936: Earle Bailie, J. & W, Seligman & Co.,
New York; Ralph T. Crane, Brown Brothers Harriman & Co., New York;
Charles B. Crouse, Crouse & Co., Detroit; T'. Stockton Matthews, Robert
Garrett & Sons, Baltimore; Orrin G. Wood, Estabrook & Co., Boston;
Joseph M. Seribner, Singer, Deane & Scribner, Inc., Pittsburgh; George
Leib, Blyth & Co., Inc., San Francisco; Robert N. Williams, Edgar Ricker
& Co., Milwaukee; W. Hubert Kennedy, Wells-Dickey Co., Minneapolis,
:';,_nd'Of.ho C. Snider, Prescott, Wright, Snider Co., Kansas Oity.

““Chairmen of the standing committees for the new year

were announced as follows by President Christie:

Business Conduct, Francis Moulton, R. H. Moulton & Co., Los Angeles,

Business Problems, George W. Bovenizer, Kuhn, Loeb & Co., New York.

Commercial Credits, J. Norrish Thorne, Goldman, Sachs & Co., New
York.

Constitution and By-Laws, Claude G. Rives Jr., Whitney National
Bank of New Orleans.

Education, Cloud Wampler, Lawrence Stern & Co., Chicago.

Federal Taxation, Orrin G. Wood, Estabrook & Co., Boston.

Finance, William T. Bacon, Bacon, Whipple & Co., Chicago.

Foreign Securities, Ralph T. Crane, Brown Brothers Harriman & Co.,
New York.

Government and Farm Loan Bonds, F. Seymour Barr, Barr Bros. &
Co., New York.
{s Group Chairmen, Frank L. Scheffey, Callaway, Fish & Co., New York.

Industrial Securities, John W. Cutler, Edward B. Smith & Co., New
York.

Investment Companies, Sydney P. Clark, E. W, Clark & Co., Phila-
delphia. -

31)Iombership, Robert A. Gardner, Mitchell, Hutchins & Co., Chicago.

Municipal Securities, E. Fleetwood Dunstan, Bankers Trust Co., New
York.

Public Service Securities, Daniel W. Myers, Hayden, Miller & Co.,
Cleveland.

Railroad Securities, Pierpont V. Dayvis, City Co. of New York, New York.

Real Estate Securities, Charles B. Crouse, Crouse & Co., Detroit.

State Legislation, Edward B. Hall, Harris Trust & Savings Bank, Chicago

State and Local Taxation, W. Hubert Kennedy, Wells-Dickey Co.,
Minneapolis.

Federal Legislation, Earle Bailie, J. & W. Seligman & Co., New York.

Subcommittee Chairmen are as follows:

Distribution, F, Kenneth Stephenson, Stone & Webster and Blodgett,Inc.

Trends of the Business, William Cavalier, William Cavalier & Co., San
Francisco.

Salesmen's Compensation,
Loughridge & Co., Denver.

The membership of the Board of Governors, in addition
to those named at the annual meeting, as indicated further
above, includes the following:

J. Augustus Barnard, Dominick & Dominick, New York,

F. Seymour Barr, Barr Brothers & Co., Inc., New York.

Pierpont V. Davis, The City Co. of New York, Inc., New York.

Frank L. Scheffey, Callaway, Fish & Co., New York,

‘William T. Bacon, Bacon, Whipple & Co., Chicago.

T. J. Bryce, Continental Illinois Co., Chicago.

Frank M. Gordon, First National Bank of Chicago, Chicago.

Sydney P. Clark, E. W. Clark & Co., Philadelphia.
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Francis Moulton, R. H, Moulton & Co., Los Angeles.

E. Gerald Hanson, Hanson Bros., Inc., Montreal.

John R. Longmire, I. M. Simon & Co., St. Louis.

Harry F. Stix, Stix & Co., St. Louis.

John C. Legg Jr., Mackubin, Goodrich & Co., Baltimore.
Albert P. Everts, Paine, Webber & Co., Boston.

William Cavalier, Wm. Cavalier & Co., San Francisco.
Claude G. Rives Jr., Whitney National Bank, New Orleans.
John J. Rowe, First National Bank, Cincinnati.

George P. Hardgrove, Ferris & Hardgrove, Seattle.
Charles B. Engle, International Co. of Denver, Denver

CURRENT NOTICES.

—Inauguration of a corporate bond department was announced this
week by Charles E. Enyart, President of Enyart, Van Camp & Feil, Inc.,
39 S. La Salle St., Chicago. J. Wesley Hickman, formerly manager of
the bond trading department of Paul H. Davis & Co., has been named
manager of the newly opened department. Mr. Hickman, who is a gradu-
ate of the University of Illinois, was connected with the Davis organization
for more than five years. The firm of Enyart, Van Camp & Feil was
organized less than two years ago, having started in business Feb. 1 1932,

—Brooke, Tindall & Co., dealers in investment securities, Atlanta, Ga.,
have announced that J. Hollis Austin, formerly associated with Clement A.
Evans & Co., has joined their organization. Mr. Austin entered the
investment field in 1921 with the Robinson-Humphrey Co. as bookkeeper
and Cashier and was later made Treasurer of the company. In 1930 he
was transferred to their sales department, continuing there until becoming
associated with Clement A. Evans & Co, in 1932.

—G. H. Walker & Co. of New York and St. Louis, members of the
New York Stock Exchange, announce that James T. Brown Jr., formerly
with Halsey, Stuart & Co. and F. 8. Moseley & Co., will take over active
management of their trading department. Mr. Brown will be assisted by
Harvey Wooster. The firm also announces the opening of a municipal
department which will specialize in Midwestern and Southwestern munici-
pals under the management of R. F. Duff, formerly of Brown Brothers
Harriman & Co.

—The First of Boston Corp. has issued a booklet listing outstanding
Canadian Dominion, Provincial and selected municipal bonds, and also
issues of the Colony of Newfoundland. The new book varies from previous
issues in that it classifies the securities as to the place of payment, grouping
those payable in United States or those in Canadian dollars, as well as those
payable in sterling.

—The firm name of Hudson, Miller & Moore, Inc., investment dealers
of Dallas, Tex., has been changed to Miller, Moore & Brown, Inc. They
will continue in the same office, 1309 Main 8t,, Dallas, and will specialize
in Texas municipals and Texas public utility preferred stocks,

—The current number of ‘‘Security Surveys' issued by Evans, Stillman
& Co., 14 Wall 8t., New York, contains a discussion of speculation, which
sets forth popular fallacies concerning it, its true definition and its jus-
tification.

—R. A. W. Barrett, formerly manager of the Houston office of Dallas
Union Trust Co., has recently become associated with George V., Rotan Co.
of Houston, Tex., specialists in Texas municipals.

COURSE OF BANK CLEARINGS.

Bank clearings this week will again show an increase as
compared with a year ago. Preliminary figures compiled
by us, based upon telegraphic advices from the chief cities
of the country, indicate that for the week ended to-day
(Saturday, Nov. 18) bank exchanges for all the cities of the
United States from which it is possible to obtain weekly
returns will be 7.29, above those for the corresponding
week last year. Our preliminary total stands at $4,892,-
358,218, against $4,563,847,282 for the same week in 1932.
At this center there is a gain for the five days ended Friday
of 15.9%. Our comparative summary for the week follows:

Clearings—Returns by Telegraph,
Week Ending Nov. 18.

1933.

$2,588,508,164
199,314,059
38,000,000
191,000,000
59,089,761

1932.

$2,232,978,418
170,426,530
264,000,000
174,000,000
55,841,258
63,800,000 55,000,000
99,793,000 88,146,000

No longer will re|port clearings.
6,264, 74,673,764
52,144,977 49,660,390
55,009,878 64,724,695
43,459,180 49,337,543

19,392,000

24,622,239
$3,685,775,497 | $3,303,210,837
391,180,685

534,326,630
$4,076,965,182 | $3,837,537,467
815,393,036

726,309,815
$4,802,358,218 | $4,563,847,282

| &

o
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Cleveland .
Baltimore.. .
New Orleans

11
RO i et

Twelye citles, five days
Other citles, five days

| +
B

Total all cities, five days
All citles, one day

s
oo
i

Total all cities for week +7.2

Complete and exact details for the week covered by the
foregoing will appear in our issue of next week. We cannot
furnish them to-day, inasmuch as the week ends to-day
(Saturday) and the Saturday figures will not be available
until noon to-day. Accordingly, in the above the last day
of the week has to be in all cases estimated.

In the elaborate detailed statement, however, which we
present further below, we are able to give final and complete
results for the week previous, the week ended Nov. 11. For
that week there is an increase of 11.4%, the aggregate of
clearings for the whole country being $3,788,986,263,
against $3,402,729,211 in the same week in 1932.

Outside of this city there is a decrease of 0.1%, the bank
clearings at this center having recorded a gain of 18.1%-
We group the cities according to the Federal Reserve dis-
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tricts in which they are located and from this it appears
that in the New York Reserve District, including this city,
the totals record a gain of 17.59%, but in the Boston Reserve
District a loss of 6.99 appcm‘s, and in the Philadelphia
Reserve District of 12.89%. In the Cleveland Reserve
District the decrease is 9.7% and in the Richmond Reserve
District 19.09%, while the Atlanta Reserve District has
an increase to its credit of 25.4%. In the Chicago Reserve
District the totals are larger by 7.8%, in the St. Louis
Reserve District by 10.49% and in the Minneapolis Re-
serve Distriet by 15.7%,. The Kansas City Reserve District
enjoys a gain of 3.3%, the Dallas Reserve District of 14.49
and the San Francisco Reserve District of 10.1%.

In the following we furnish a summary of Federal Reserve
distriets:

SUMMARY OF BANK CLEARINGS.

Inc.or
Week Ended Nov.11 1933, 1933. 1932,
S
178,520,367
2,209,312,139|
196,129,135
131,450,523
83,382,514
63,811,298
189,703,829
68,982,957
54,225,804
67,748,518
33,025,767
116,435,360

1031. 1930.
$

413,018,316
6,033,304,104
458,140,828
366,987,465
180,939,082
111,804,618
739,074,771
166,551,654
115,027,477
174,103,102
58,698,144
288,795,064

Federal Reserve Dists,
lat Boston ____12 thi
nd New York..12
Philadelp'ia 9
Cleveland.. 5
Richmond - 6
Atlanta____10
Chicago ...19
8t. Louls.__ 4
9 Mlnneapolls 7
10th Kansas City 9
llth Dallas b

3

257,812,053
3,686,778,727
303,199,027
236,164,883
118,314,809
106,119,646
421,402,682
98,707,920/
82,218,532/
116,225,526
48,246,576/
199,218,667,

3

166,233,224
2,595,441,758
170,960,111
118,761,035
67,513,647
79,996,916
215,210,501
76,167,076
62,723,300
69,976,000
37,785,798
128,216,897

3,788,986,263
1,257,996,742

3,402,729,211
1,259,548,856

5,714,408,958)
2,138,664,133,

9,102,544,625
3,216,257,695

317,721,323 284,52¢,810/ 279,459,623 329,938,716

We now add our detailed statement showing last week’s
figures for each city separately for the four years:

Week Ended Nov. 11,
Cleartngs at—

Inc, or

1933. 1932, Dec. 1931.

$

436,045
2,401,834
261,424,743
873,033

1930.
$

$ %o
rict—Boston
283,640
1,389,674
158,000,000

S
Reserve Dist
405,831
1,020,220
145,051,923
i 1

First Federal
Malne—Bangor. .

Portland
Mass.—Boston

+43.1
—26.6

—8.2
-+36.6

632,695
3,025,045
363,488,265
1,048,732
523,123
1,083,609
4,524,000
3,060,933
14,016,485
7,171,371
13,345,600
1,089,478

413,018,316

Springtield . ___

‘Worcester.
Conn.—Hartford.

New Haven...
R.I.—Providence
N. H.—Manch'er

5
2,452,960
9,134,407
5,026,642
9,538,800

509,250

207,812,053

277,970
166,233,224

277,559
178,520,367
istrict—New

3,322,829
650,180

Total (12 cities)

Second Feder

N. Y.—Albany...
Binghamton. .
Buffalo. ..
Elmira ...
Jamestown
New York
Rochester.
Syracuse.. .

Conn.—Stam

N. J.—Montclai
Newark
Northern N. J.

al Reserve D
4,567,124
663,590
20,583,953 20,001,332 32,785,460
456,887 413,132 729,492
360,364 418,381 9 706,927
2,530,089,521|2,143,180,355 3,575,744,825|5
4,896,937 8,110,197
3,158,751 4,092,074
2,509,256
539,428
25,303,906
20,971,541

3,686,778,727

5,341,552
944,069

13,049, 911
17,952,272

2,209,312,139

31,120,246
35,947,500

6,033,304,104

IS 161,544
2,595,441,758

Total (12 cities)

Third Federal
Pa.—Altoona ..
Bethlehem
Chester. ..
Lancaster .
Philadelphia.

Reserve Dist
228,476

c
155,081
590,478

165,000, 000

rict—Philad
265,544
c

192,890
830,203
189,000,000
1,236,381
1.491.541
1,099,072
726,414
1,287,000

106.129,135

strict—Cleve
c

elphia
—14.0 561,891
. c
614,578
2,078,845
285,000,000
2,922 866
3,469,883

1,228,138
c
873,416

1,726,194
435,000,000

N. J —Tr(.nt : 1,284,000

170,960,111

5,123,000
303,199,027

3,776,000
456,140,828

Total (9 citles) .

Fourth Federa
Ohlo—Akron....
Canton
Cinelnnati ...
Cleveland

I Reserve Di
c

c c

56, 82 257
121,040,089
15,727,700
1,493,016

c
171,901,403

366,987,465

c
45,315,417
82,909,064

c
27,626,778
43,662,548

c

25,991,316

35,065,112
4,906,800
1,007,986

c
51,789,821
118,761,035

Mansfleld
Youngstown.. c
Pa.—Pittsburgh - 97,034,302

236,164,883

c
53,832,818
131,450,523
rict—Richm

Total (5 cities) -

Fifth Federal
W. Va.—Hunt’on
Va.—Norfolk ...

Richmond ...
8. C.—Charleston
Md.—Baltimore -
D. C.—Wash'ton

Reserve Dist
82,69 456,857
2,978,919
30,606,849

1,028,060
3,081,436
46,980,000
3,125,373
99,750,468
26,163,745

180,939,082

1697
1,374,000
22,609,595
878,068
29,801,685
12,676,802

67,513,647

22, 28! 109

594 SJ2
42,042,912
10,233,5(]1

83,382,514

rict—Atlan
1,459,116
6,556,274
21,500,000
671,504
360,551
5,651,877
6,532,102
706,231
c

08,465
20,275,178

63,811,298

23,397,696
118,314,800

Total (6 citles) -

Sixth Federal

Reserve Dist
Tenn.—Knoxville|

3,481,340
7,706,067
28,300,000
840,421
483,583
10,424,000
10,777,495
810,368

c
136,954
17,027,688

79,996,916

@«

e 1 ]

3,560,700
10,316,823
33,153,603

1,283,684

640,523

9,025,794
10,615,443

1,083,219

c
158,669
36,272,688

106,119,546

1,742,766
20,413,108
42,362,973

1,815,135

1,236,459
11,879,914
16,314,975

1, J3l 198

211 045
13,997,045

111,904,618

Augusta ..

Fla.—Jacksonviile

Ala.—Birm'ham _
Moblle ...
188.—Jacks
Vicksburg.

La~—New Orleans

Total (10 citles)

P
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Cleartngs at—

Week Ended Nov.

11.

1933.

1932.

1931.

Seventh Feder
Mich.—Adrian. .
Ann Arbor....

Grand Rapids.
Lansing
Ind.—Ft. Wayne
Indianapolis. ..
South Bend ...
Terre Haute. ..
Wis.—Milwaukee
Iowa—Ced. Raps
Des Moines_ . .
Sioux City._ ..
Waterloo
I1.—Bloomington
Chicago . _

Rockford -
bprmgncld o0

Total (19 cities)

Eighth Federa
Ind.— Evansville
Mo.—St. Louis_.
Ky.—Louisville _
Tenn.— Memphis
I1l,— Jacksonville

Quincy

al Reserve D

i h"z 881

c

#340,000
148 (u»i 645

$
istrict.—Chi

2,

9, ,668, SLC
3\[ 609

3,473,37‘.’

1,440,368
c

194

,428
56,115
1,048,379

S

137,387
660.501

215,210,501
1 Reserve Dis
b
43,700,000
14,485,672
17,729,404
I

b
252,000

199,703,829

trict,—St, L
b
40,300,600
17,262,624
11,071,711
b

348,622

421,402,682

b
60,800,000
19,270,571
17,9 5

b
678,874

739,074,771

b
109,900,000
34,691,741
21,019,262
b

940,651

Total (4 cities) .

Ninth Federal
Minn.—Duluth. .
Minneapolis

St. Pz
No. Dak.—Fargo
8, D.—Aberdeen.
Mont.—Billings .
Helena

Total (7 citles) .

Tenth Federal
Neb.—Fremont _
Hastings
Lincoln_
Omaha____
}\an —Topeka

Mo.—XKans. City!
St. Joseph._ ___
Colo.—Colo. Spgs
Pueblo
Total (9 cities) .
Eleventh Fede!
Texas—Austin .

Fort Worth

76,167,076

Reserve Dis
3,782,835
43,053,693
12,316,680
1,350,900
377,544
251,004
1,590,644

68,982,957

trict.—Minn
4,648,345
35,411,405
10,571,806
1,476,004
395, 3 2
281,172
1,442, 75()

eapolis
—18.6
+21.6
+16.5

+10.3

98,707,920

2 02.) 161

166,551,654
G.A 77,296

.. 7
2,603,796
1,039,057
777,122
2,800,000

62,723,300

Reserve Dis
44,870

c
1,373,128
16,803,905
1,673,985
1,374,739
45,620,939
2,427,812
309,503
347,119

54,226,804

trict—Kans
83,729

c
1,233,473
14,959,086,
1,470,917
2,795.455
44,420,877
1,949,558
375,414
460,009

+15.7

as City|.

82,218,532

197,276

c
2,667,391
27,376,957
1,816,293
3,907,521
75,322,325
3,085,416
819,508
942,849

115,027,477

233,334

c

3,100,122
37,606,421
2,831,474
6,347,596
116,111,655
5,139,814
1,174,144
1,558,542

69,976,000

ral Reserve
653,353
28 285,202

1,530,056

District—D
552,546
23,432,346
5,312,085
1,878,000
1,850,790

116,225,536

1,253,597
34,602,848
6,617,954
2,815,000
2,957,177

174,103,102

1,371,112
40,918,326
9,351,291

Total (5 cities) -

Twelith Feder
Wash —Seattle_ .
)¢

Ore.—Portland. .
Utah-Salt L. City
Calif.—TLong Beh.

Los Angeles___

Sacramento . . _
San Diego. ...
San Francisco.

Santa Barbara_
Santa Monica_
Stockton

37,785,798

al Reserve D
14,554,973
3,911,000
411,380
17,376,155
6,830,355
2,127,717
Nolonger will
2,258,176
2,890,723
Nolonger will
73,649 847

1,081,658

33,025,767

istrict—San
14,955,404
4,091,937
401,905
15,846,105

report clearin
2,545,809
6,004,701
report clearin
59,870,840
1,153,971
771,109
648,087
1,024,845

48,246,576

ci|SCo—

24,384,224
8,528,000
887,606
28,810,193
11,501,087
4,400,781

4,019,599
8,616,204

101,646,766

1,320,600

58,698,144

L)
37,765,620

40 061,043
17,536,362
6,476,411
=

5,707,072
6,740,778

-
150,926,815
3,339,601
2,166,449
1,995,121
2,201,400

Total (13 cities)
Grand total (111
cities)

Outside NewYork

128,216,897

116,435,360

199,218,667

346,795,064

3,788,986,263

3,402,729,211

5,714,408,958

9,102,544,625

1,257,996,742

1,259,548,856

2,138,664,133

3,215,257,695

Week

Ended Nov. 9.

Clearings at—

1933.

1932.

Inc. or
Dec.

1931.

1930.

Canada—
Montreal

Hamilton
Calgary. =

Victoria -
London_

Regina____
Brandon..
Lethbridge .
Saskatoon . .
Moose Jaw.
Brantford. .

Fort William__
New Wi estmmswr
Medicine Hat.
Peterborough.. ..
Sherbrooke.
Kitchener.
Windsor. _ _
Prince Albert_
Moneton. - .
Kingston.
Chatham _
Sarnia__

Sudbury

Total (32 cities)

s

97,698,602
108,423,951
51,773,238
12,922,330
4,955,426
5,348,851
2,116,200
3,564,513

1,063,102
2,352,691
280,911
738,047
637,899
416,384
427,177
684,275

s
84,707,160
89,919,266
50,606,273
12,694,185
4,323,894
4,845,379

547,348

[+t ittt

il
U

5 3 [
e e S e R T

&

o
IO~

s
92,649,994
74,852,426
50,342,252
12,120,851
5,464,879
4,746,670
2,126,884
3.681,505

547,058

s ™ 9
113,967,515
94,197,566
43,351,979
16,215,732
5.929.595
6,885,340
3,026,099
4,583,470
8,783,516
2,166,735

967,325

317,721,323

284,5290,81C

N Ot RN R~ R R IR D 0D D ANDIR BRSBTS

+ |+
SifteE

279,459,623

329,038,715

* Estlmated.
present.

b No clearings

avallable.

c Clearing house not functioning at

gitized for FRASER
p://fraser.stlouisfed.org/
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THE WEEK ON THE NEW YORK STOCK EXCHANGE.
Dull trading with irregular and fractional changes mostly
on the side of the decline was the rule on the stock markef
until ;Thursday, when the trend turned sharply upward.
Profit taking was frequently in evidence, and while there
were numerous rallies, the advances were not maintained
and many prominent stocks slid back from 1 to 3 or more
points before the market turned definitely upward. The
upturn on Thursday extended to practically every group,
the volume of trading increasing so rapidly that the high-
speed tickers were from 3 to 5 minutes behind the transac-
tions on the floor. = Call money renewed at %4 of 1% on
Monday and continued unchanged at that rate on each and
every day of the week.
P2 The market ruled steady during the abbreviated session
on_ Saturday, and while trading_was_comparatively dull
and without noteworthy incident, the nervousness of the
preceding day was entirely lacking. Metal stocks made
the best showing, particularly Patino Mines, which broke
through to a new high for the year, the buying being based
on the advance in the price of tin. United States Smelting,
Cerro de Pasco, American Smelting and International Nickel
also were in active demand at higher prices. Motor stocks
in general were firm, General Motors going forward about
a point at its top for the day. Public utilities showed
moderate strength as they moved ahead under the leadership
of Western Union Telegraph, which advanced 334 points
to 5314. The best prices of the day were recorded during
the closing hour, though the gains were not particularly
large in any group. Railroad issues were neglected, except
for New York Central, which closed with a gain of about
a point.” As the market closed a few of the more active
stocks showed modest advances due to the rally in the last
quarter hour. Among these were Allied Chemical & Dye, 2
pointsto 134; J.I.Case Co., 2 pointsto 72; Columbian Carbon
(2), 2% points to .1_03%;’_I_ndustrial Rayon, 214 points to 75;
Inland Steel, 214 points to 3114; National Distillers, 274
points to 9514; Procter & Gamble pref. (5), 214 “points
to 107 1%; United States Smelting & Refining, 314 points to
10114; Vulean Detinning, 6 points to 58, and United States
Steel, 124 points to 4214.

Prices were slightly higher as trading opened on Monday,
but stoeks failed to hold their gains as the session progressed.
The larger part of the dealings were in the metal, oil and
rubber groups, due to inflation talks, though there were
some modest gains among other pivotal stocks. As the
session progressed, the market turned sluggish and resumed
its gradual downward drift. Around 2:30 there was a slight
selling flurry, but it did not last long and failed to make
any appreciable change in the trend. The principal changes
for the day were on the side of the decline and included among
others such popular speculative favorites as Ameriean Can
pref., 234 points to 12034; American Smelting (2) pref_f,
4 points to 64; Endicott-Johnson pref., 3 points to 114;

Johns-Manville pref., 3 points to 99; Public Service of N. J..

pref. (8), 7 points to 99; Studebaker pref., 234 points_to
2014, and Worthington Pump, 134 points to 2334.

Following a modest advance in the early trading on Tues-
day, the market turned reactionary due, to a large extent,
to the selling that developed during the afternoon. Aleohol
stocks were the weak issues of the day, most of the active
shares in the group breaking sharply followed by the public
utility stocks which moved to lower levels. Amer. Tel. &
Tel., United States Steel, New York Central and other
leaders were higher during the first hour but slipped back as
the day advanced. This was true also of the industrial
stocks, motor issues and specialties. The losses for the day
included Air Reduction, 114 points to 10214; American
Locomotive, 214 points to 27; Atchison, 2 points fo 48;
Byers Co., 3 points to 51; Delaware & Hudson, 224 points
to 51; Du Pont, 2 points to 111; General Railway Signal,
2 points to 30; National Distillers, 5 points to 89; Public
Service of N. J. pref. (5), 214 points to 601%; Union Pacific,
214 points to 108; United States Industrial Alecohol, 314
points to 6414, and The Fair pref., 214 points to 48.

The market continued to sag on Wednesday, backing and
filling without definite trend during most of the trading.
Stocks rallied somewhat toward the end of the day but the
dealings were small and there was little change in the final
prices which were generally on the side of the decline. The
outstanding recessions were American Beet Sugar pref.
3 points to 50; Atlantic Coast Line, 214 points to 30; Beatrice
Creamery, 5 points to 67; J. I. Case Co., 2 points to 6954;

Columbian Carbon, 24 points to 5634; Corn Produects, 214
points to 69; Homestake Mining, 5 points to 335; Laclede
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Gas, 8% points to 351%; Pacific Tel. & Tel., 414 points to 76;
Union Bag & Paper, 2 points to 39, and Wilson & Co., pref.,
2 points to 43.

On Thursday the market made only small changes during
the early trading, but toward the noon hour the trend
turned upward and stocks moved ahead under the leader-
ship of the metal issues and oil shares. United States Steel,
Amer. Tel. & Tel. and American Can showed gains running
up to 2 or more points and there were numerous substantial
advances in other parts of the list. The gains included such
active, speculative stocks as Air Reduection, 234 points to
1064; Allied Chemical & Dye, 6 points to 140; American
Commercial Aleohol, 214 points to 52; American Tobacco,
3 points to 72; J. I. Case Co., 434 points to 74; Columbian
Carbon, 4 points to 6034; Continental Can, 3 points to 70;
Cushman pref., 914 points to 83; Eastman Kodak, 4 points
to 73; Du Pont, 5 points to 8514; Homestake Mining, 3
points to 332; Ingersoll Rand, 4 points to 61; International
Business Machine, 6 points to 146; Patino Mines, 3 points
to 30; Union Bag & Paper Co., 4 points to 43; United States
Industrial Aleohol, 334 points to 67; United States Steel,
254 points to 43%%; Vulean Detinning, 434 points to 9914,
and Western Union Telegraph, 314 points to 5514.

Prices were fairly firm as the market opened on Friday, but
following the sharp drop in wheat, the trend turned downward
during the last half hour. Oils, motors and merchandising
stocks were fairly active during the morning and a number
of new tops were registered by some of the more active of the
trading favorites. The best levels were touched about noon
and from there on prices slowly erumbled though the losses,
on the whole, were comparatively smal