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The Financial Situation

REAL menace that confronts the country at the
present time is the ready way with which our
legislators vote Government money for huge expendi-
tures of one kind or another, with the result of
enormously swelling the public indebtedness, and
propose measures for adding still further to the bur-
dens of the already heavily overladen body of tax-
payers. This is a real menace, and it cannot be too
strongly discountenanced. Business recovery is now
undoubtedly proceeding in a slow kind of way.
Whether one is inclined to attribute this to the poli-
cies 8o earnestly being pushed by the Washington
Administration for social and economic regeneration
in the name of the New Deal or to natural causes,
the endeavor must be in either case to see that no
setback occurs. Yet a setback cannot be more surely

invited than by adding to the burdens already strain-
ing the economic structure almost to the breaking

point. Unfortunately, by reason of the constantly
recurring experience of recent years we have come
to think and act in billions, where previously we
scrutinized with the utmost care outlays involving
merely millions. The voting of billions is becoming
an everyday affair, and no longer arrests attention
or creates any anxiety. But these new burdens are
burdens nevertheless, and they are really assuming
staggering dimensions, with only an occasional pro-
test and no consideration of the ill consequences
that are sure to follow unless a speedy halt is called.
And when we say this we have in mind not merely
the growth in direct public indebtedness and in
public expenditure, but the adding to the outlays
in the conduct of the everyday activities of the coun-
try. Our legislators are becoming altogether too
prone to think that there is no limit to the costs
that may be imposed on the carrying on of business
so long as in their estimation they are deemed de-
sirable—not from a business standpoint, but because
they involve certain ideals from a social or hnmam
tarian standpoint.

The daily papers on Monday of this week con-
tained an instance of this latter kind. Dispatches
from Washington, dated the night before, apprised
us that “another social experiment had been pro-
posed in detailed form that night in the shape of
‘job insurance”; that is, unemployment insurance,
the Federal Govermnent taking the initiative in the
matter in order to force its general adoption by the
States. Senator Robert I. Wagner of New York, it
was stated, sponsor of much of the Administra-
tion’s social and economic legislation, and Repre-
sentative David J. Lewis, Democrat of Maryland,
were scheduled to introduce the measure in the two

houses of Congress. President Roosevelt, we were
told, had voiced his interest in the bill in sympathy
for its general purposes, without committing himself
publicly and specifically as yet. This scheme of
legislation, it was declared, was intended as a
“means of stabilizing industry, mitigating the full
force of depressions and meeting relief needs.” In
a joint statement it was averred by Senator Wagner
and Mr. Lewis that unemployment insurance was
“imperative as a matter of social justice.” The bill
imposes a Federal tax on employers, based on their
payrolls. Those employers who contribute under a
federally approved State law to an unemployment
insurance or reserve system will be able to offset the
tax to the extent of their contributions.

But what is to be the cost of this new scheme?
The answer is that a tentative tax rate of 2% is
suggested. This, it is figured, on the basis of 1929
payrolls, would yield about $1,000,000,000 annually
if there were no offsets. Just a cool billion dollars!

But who is to provide the money for this extra
billion dollars? Here we have an illustration of
the light and easy way in which billions are treated.
The question where this billion dollars a year is to
come from is certainly most pertinent. If the money
is to come out of income, what would be left of this
income (treating the business of the country as a
whole) after providing for this billion dollars an-
nually? Would it indeed be economically possible
to carry an extra burden of a billion dollars in ad-
dition to all the other burdens which now weigh so
heavily on the industrial activity of the country?
Are there to be any exceptions to this new tax?
Yes; agriculture is exempted from the insurance
program along with employers of less than five per-
sons. There are numerous voters among these two
classes, and obviously it is desirable, from a political
standpoint, that they be propitiated. But it should
not escape observation that if a total of a billion
dollars is to be extracted it would not be out of the
income of the whole population, but the income alone
of what is left after that of the two classes referred
to has been deducted. That, of course, would make
the extra burden heavier to bear, since the tax would
be levied on only the income remaining after deduct-
ing that of the two classes referred to.

The purpose behind this machinery, it is explaine,
is to give a “realistic” impetus to State action.
With a State unemployment system enacted, employ-
ers would escape the Federal tax, and the burden of
the State tax would not penalize them in inter-State
competition, since employers in States failing to take
action would be liable to the Federal levy. Only
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Wisconsin has State unemployment insurance now.
It is furthermore explained that under the Wagner
bill the States may experiment in creating their own
systems so long as they meet certain requirements.
But what are these requirements? They include
weekly benefits of at least $7.00, and a ban on
insuring through private insurance companies. An-
cther requirement, it was pointed out, promotes the
general labor movement by insisting on “specific
safeguards for labor standards and union member-
ship.” 1In this last provision we see the object of
the whole movement clearly disclosed for which a
billion dollars annually is to be extracted from the
income of a portion of the population. It is plain
enough that the whole scheme should be dropped—
at least until the time when some real income is
available for the purpose. In the meantime any of
the States that wish to do so may “experiment” with
the scheme, which is one, anyway, that belongs
within the sphere and province of the State.
B IR
HE next day (Tuesday, Feb. 6) the daily papers
contained a record of another billion dollar
scheme, dealt with in the same spirit of unconcern.
This contained the record of the action of the House
of Representatives on Monday in voting a huge sum
for emergency and farm relief. The daily papers,
in their accounts from Washington, said that acting
under suspension of the rules the House appropri-
ated or authorized a total of $1,185,000,000 to be
expended for emergency and farm relief. It appears
that by a vote of 382 to 1 the members, after only 40
minutes of debate, approved unchanged President
Roosevelt’s recommendation for an immediate ap-
propriation of $950,000,000 to continue the Civil
Works Administration, at least until May 1, and to
provide for direct relief of the destitute for perhaps
another year. Then, under the same tight procedure,
which requires a two-thirds vote, the House author-
jzed a fund of $200,000,000 for relief of the cattle
gituation—beef and dairy—by means of controlling

production, and authorized $35,000,000 for seed .

loans to farmers unable to finance their future plant-
ings. Here we have one of those contradictions so
often seen in Congressional action. It is well known
that the Administration is moving Heaven and earth
to reduce the size of the leading crops, and this is
to be done by cutting down acreage and curtailing
output, while now a special sum is voted to enable
other farmers to maintain their production, when
it would be the part of wisdom to let such acreage
lie idle.

But note the overwhelming vote by which these
large sums of money were appropriated—382 votes
in favor and only a single vote in opposition. The
man who had the courage to stand up and voice his
objections was Representative George B. Terrell,
Democrat of Texas, 71 years old, and serving his
first term in Congress after being elected in his
district, we are told, in 1932 by 37,742 majority over
his Republican opponent. The Republicans, it ap-
pears, voted solidly with the Administration. Repre-
sentative Terrell, the news account tells us, has piled
up a record in the House for voting against legisla-
tion bearing Administration approval, including the
Gold Act, insofar as he considered the proposals de-
part from the Constitution and the functions of the
Federal Government, and objected to the CWA hill
on those grounds. “The purpose is unconstitu-
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tional,” Mr. Terrell said. “There is no authority for
expenditure of this money except on projects of the
United States Government. When they spend it on
State, municipal or private contracts, it is without
the authority of the Constitution. The sooner the
Government terminates the CWA the better it will
be for the country. It is going to require civil war
or revolution to stop it anyway, in my opinion. Men
cut off from the payroll are going to resort to vio-
lence when it stops.”

But the strongest and most convincing argument
against the proposition was in Mr. Terrell’s further
statement. “The proposal continues a perpetual
bond issue, a continued strain on the country to pay
the interest on the bonds,” he said. “As long as the
Government persists in this kind of thing, private
industry will be held back. No man is going to
invest money when the Government is competing
with him on every side. Itisan unsound policy from
a business standpoint. If it ran on for two or three
years we would still have four million to five million
unemployed.” What Mr. Terrell here says should
Le heeded, for there is a world of truth in his state-
ment that as long as the Government injects itself
in such schemes, private industry will be held back.
Tt alsgo is true that no man is going to invest money
when the Government is competing with him on
every side. Mr. Terrell wound up his opposition
with the following dramatic utterances: “They can
retire me if they want to. The others can go through
like dumb driven cattle if they want to, but I am
not going to. They can’t snap the whip behind me.”

Representative John Taber, Republican of New
York, ranking minority member of the Appropria-
tions Committee, declared the appropriation was
not needed, though he voted for the bill, nevertheless.
His statement also deserves to be placed on record.
Tt was to the effect that there are a total of 7,000,000
families on relief—4,000,000 on CWA rolls costing
$225,000,000 a month ; 2,650,000 on direct relief cost-
ing $50,000,000, and 350,000 provided for by the
PWA costing $150,000,000, or a grand total of $425,-
000,000 monthly. Let the reader well remember this,
that relief is costing $425,000,000 a month, or over
$5,000,000,000 a year!

e

T IS true that money has been coming rather easily
into the public coffers. The statement regarding
money stocks in the country, issued on Thursday,
tells plainly how the Government has just enriched
itself in a huge sum without effort. During the
past week the monetary stock of gold in the country
has been increased in the enormous sum of
$3,001,000,000, the amount having risen during the
week from $4,035,000,000 to $7,036,000,000. The
statement also indicates where this extra gold stock
has gone, for it shows that Treasury cash and de-
posits with the Federal Reserve banks was enlarged
during the week in the sum of $2,853,000,000, rising
from $596,000,000 to $3,449,000,000. Of course all
this reflects merely the marking down of the dollar
from 100c. to 59.06c. With less gold in the dollar,
a given stock of gold will naturally produce more
dollars. But obviously this is a process that cannot
be repeated many times, even if there should be
authority for so doing, though a few hundred mil-
lions more can be obtained by further diminishing
the gold content of the dollar so that it will be worth

only 50c. instead of 59.06¢.
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ESSE H. JONES, the Chairman of the Recon-
J struction Finance Corporation, has also the
present week been distinguishing himself by the light-
hearted and light-handed way in which he has been
dealing with publie figures involving billions of dol-
lars. He spoke on Monday before the New York
State Bankers’ Association, and the burden of his
speech was that the banks ought to pursue a more
liberal policy in extending credit to actual or pros-
pective borrowers. The daily papers, however, only
featured his utterances on that point, and especially
his remark that “if the banker fails to grasp his
epportunity and to meet his responsibility, there can
be but one alternative—Government lending.” Mr.
Jones argued that “no one must be allowed to suffer
for a lack of food or clothing or shelter, or become
mendicants for the lack of credit for agriculture,
business and industry, small as well as large, and
including those instances that carry a little mite
more than the average business risk.” Mr. Jones
also contended that “banking should be conducted
more in a spirit of public service than purely for
profit; it should be more a profession than a busi-
ness involved with speculation.”

The newspapers quoted only these references to
his remarks. As a matter of fact, there were many
similar striking passages on other subjects. As a
preliminary it is worth noting how satisfied Mr.
Jones feels with things—with himself and with
everything in general. The Federal Reserve banks
have just been denuded of a considerable portion of
their gold holdings, thereby impairing their strength.
They have also had to turn over half their surplus
for the purpose of subscribing to the capital stock
of the Federal Deposit Insurance Corporation. But
that has not lessened Mr. Jones’s confidence in the

System. He says, “We have a Federal Reserve Sys-
tem—the best banking system in the world, owned by
its member banks, and they (the ordinary commer-
cial banks) should not hesitate to make use of all its

facilities.” Parenthetically it might be remarked
here that the fact that the Federal Reserve banks
are “owned” by the member banks has not prevented
their being stripped of over 40% of their gold hold-
ings by the Government.

Here is another striking utterance: “Our prop-
erty has value and our money has value. It will
always be so in America. Furthermore, the depres-
sion is over, and we are assuredly on the up-grade.”
Again: “Now that the President and Congress have
acted on our money, there is no longer any valid rea-
son for hesitation, and the Government should not
be forced to become the banker for every deserving
borrower in the United States. Let's also quit wor-
rying about the dollar—it is the best money in the
world.” We are also told that “with deposit insur-
ance in effect, there is no longer any occasion for
extreme bank liquidity.” Mr. Jones thinks that “de-
posit insurance for people of small and moderate
means is highly desirable, and as applied to this
class of depositors should never be repealed. It
makes bank runs improbable, if not actually impos-
sible, and is worth whatever it cost.” Here it seems
proper to inject the observation that it is precisely
in this expression of a sense of security, this feeling
that the depositor is protected, and hence there is no
need to worry, that he no longer is called upon to
think about the management of the bank, whether
it is good or bad; this leads to an absence of the
watchfulness which alone insures safe and sound
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banking methods, leading to inevitable losses, with
the safety of the System imperilled from the start.
In such a state of things the guarantee of deposits
becomes a snare and a fraud. The assumption that
everything is all right produces a situation where
everything is likely to turn out all wrong.

However, let that pass. What we wish particu-
larly to emphasize is the facile way in which Mr.
Jones disposes of the growing public debt of the
United States and the suggestion that we give no
concern whatever, no matter how it keeps expand-
ing. Here is the skillful and dexterous way in which
Mr. Jones disposes of the immense mass of the
public debt, making one feel that we ought to thank
the almighty that we are permitted to live in a state
of such extreme bliss:

«Some of the more conservative of our people are
concerned about the size of our national debt, and,
to my way of thinking, unnecessarily. The publie
debt is now approximately $25,000,000,000, with off-
setting and earning assets due the RFC and Public
Works sufficient to reduce this amount to less than
$22,000,000,000. Adding $10,000,000,000 included in
the President’s extraordinary budget will bring the
total indebtedness to not more than $32,000,000,000.
The interest on this at 3% is slightly less than a
billion dollars a year, and if it was necessary to
amortize the entire amount in say 35 years the added
annual cost would be $320,000,000, or a yearly out-
lay of approximately $1,300,000,000.

“When it is considered that in 1929 the income of
the American people was $89,000,000,000, and in
1932—the low year—$40,000,000,000, this national
debt is not a serious problem. It is fair to assume
that with recovery already assured, the nation’s in-
come may safely be calculated at $65,000,000,000,
2% of which would completely extinguish the na-
tional debt in 35 years.”

It is always well to be optimistic, and in this
country experience has shown that a hopeful view
regarding the future is always justified. But spend-
ing habits, where outlays and expenditures run-
ning into billions are not viewed with the deepest
solicitude, are full of genuine menace, and they cer-
tainly cannot be regarded as an aid to business re-
covery, but instead are calculated to retard such
recovery. The country cannot count upon a return
to normal trade and business activities unless we
make up our minds that outlays of such magnitude
must not only be discountenanced but speedily
brought to a close. Old-fashioned principles of rigid
economy will still be ruling the universe even if the
New Deal should meet the most sanguine expecta-
tions, and the sooner that we recognize that fact
the better it will be.

AN

HE Federal Reserve condition statements this
week call for no special comment, though the
statement of the changes in money circulation and
monetary gold stock, issued concurrently with the
same, show several large changes growing out of the
devaluation program. These last were not included
in the return for last week, a footnote then having
explained that the gold holdings were still valued at
the former figure of $20.67 an ounce, as the books of
the United States Treasury had been closed on
Jan. 31 prior to the issuance of the Presidential proc-
lamation reducing the weight of the gold dollar
to 15 5/21 grains. This week the holdings have been
taken at the new value, and as a consequence there
is an increase in the monetary gold stock in the
huge sum of §3,001,000,000, the total having risen
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from $4,035,000,000 on Jan. 31 to $7,036,000,000
Feb. 7. At the same time we see revealed what has
become of the greater part of the $3,001,000,000 ad-
dition to the gold stock in an increase in Treasury
cash and deposits with the Federal Reserve banks
in the tremendous sum of $2,853,000,000, this latter
item the present week standing at $3,449,000,000 as
against only $596,000,000 last week. There has been
no real addition to the gold stocks and to Treasury
cash in the amounts named, but as the dollar now
has a value of only 59.06¢. where before it had the
value of a full 100c., there are naturally correspond-
ingly more of the dollars of smaller gold content.
In the ordinary Federal Reserve return no such
striking changes appear, inasmuch as the figures
are on the same basis as a week ago. Between the
two dates the principal features are a reduction in
the volume of Reserve credit outstanding as meas-
ured by the bill and security holdings, and an ex-
pansion in much the same amount in Federal Re-
serve note circulation. The reduction in the amount
of Reserve credit outstanding has come about
through a further diminution in the borrowing of
the member banks as indicated in a reduction in the
discount holdings of the 12 Reserve institutions from
$82,732,000 Jan. 31 to $73,327,000 Feb. 7, while at
the same time the holdings of acceptances purchased
in the open market have fallen from $111,397,000 to
$96,899,000. There has also been a small decrease

in the holdings of United States Government securi-
ties, which this week are reported at $2,431,743,000
as against $2,433,970,000 last week. The result alto-
gether is that the total of the bill and security hold-
ings has diminished in the sum of, roughly, $26,-
000,000, standing at $2,603,262,000 this week as

against $2,629,392,000 last week,

On the other hand, Federal Reserve note circula-
tion has increased during the week from $2,926.-
243,000 to $2,946,226,000, though this is partly off-
set by a decrease from $203,057,000 to $201,984,000
in the amount of Federal Reserve bank notes in cir-
culation. The gold holdings of the 12 Reserve insti-
tutions show no change of consequence, and, as a
matter of fact, there are no gold holdings now. The
new gold certificates which have been substituted
for the same stand virtually unchanged, being re-
ported at $3,513,171,000 this week and $3,513,884,000
last week. The amount of the deposits has fallen
during the week from $3,035,035,000 to $2,962,-
541,000, this following from the reduction in Gov-
ernment deposits from $241,860,000 to $84,912,000.
Member bank reserve deposits, on the other hand,
have increased from $2,651,945,000 to $2,735,701,000,
the member banks having regained a portion of the
large reduction in such reserves which they lost the
previous week because of the heavy payments they
were obliged to make on their heavy subscriptions to
the offering of Treasury notes and certificates of
indebtedness. The falling off in the volume of de-
posits required smaller cash reserves against the
same, while the larger volume of note circulation
called for increased cash reserves. The result is
that the reserve ratio stands at a trifle larger this
week than last week. In other words, the ratio of
total reserves to deposit and Federal Reserve note
liabilities combined stands at 63.9% as against
63.6% last week. The amount of United States Gov-
ernment securities held as part collateral for Fed-
eral Reserve note issues has decreased during the
week from $570,000,000 to $561,100,000.
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NLARGED or renewed dividend distributions by
corporate entities have again been numerous
the present week. The American Woolen Co. de-
clared a dividend of $1.25 a share on its 7% cumul.
pref. stock, being the first distribution on this stock
since April 15 1927. The International Nickel Co.
of Canada, Litd., declared a dividend of 10c. a share
on common, payable March 31, this last being the
first payment on this stock since Dec. 31 1931. The
Atlas Powder Co. declared 50c. a share on common,
payable March 10, this being the first distribution
cn this stock since June 10 1932, The Pennsylvania
Gas. & Electric Corp. declared 371l5¢. a share on the
$1.50 non-cumul. part. class A stock, payable
March 1; in this case this is the first distribution
since Dec. 1 1930. The Columbian Carbon Co. de-
clared an extra dividend of 25¢. a share, in addition
to the usual quarterly dividend of 50c. a share pay-
able March 1. The Kroger Grocery & Baking Co.
declared an extra dividend of 50c. a share, in ad-
dition to the usual quarterly dividend of 25c¢. a
share on the common stock, both payable March 1.
The Celanese Corp. of America declared a dividend
of $4 a share on account of accumulations on the 7%
cumul. 1st part. pref. stock, payable March 2, leav-
ing the accruals of back dividends on this stock at
only $1 a share. The Van Raalte Co., Inc., declared
a quarterly dividend of $1.75 a share on the 7%
cumul. 1st pref. stock, together with all dividends in
arrears thereon, payable on March 1; the current
quarterly dividend, with the dividends in arrears
now to be paid, aggregate $5.25 a share on the
stamped stock and $38.50 a share on the unstamped
stock. The Socony-Vacuum Corp declared a divi-
dend of 15c. a share on its capital stock, payable
March 15; during 1933, distributions were made in
the following order: 10c. a share on March 15, and
25¢. a share on Dec. 15.
el
USINESS failures in January continue reduced
in number, much as they were during the closing
months of 1933. Dun & Bradstreet report 1,364
insolvencies in the United States for the opening
month of the new year, compared with 2,919 similar
defaults in January a year ago and 3,458 in that
month for 1932. Failures in January are usually at
the high point of the year, so far as the number is
concerned. That was the case in both preceding
vears. An increase at that time was shown over
December of approximately 25 or 269,. This year
in January the increase in the number of failures over
the closing month of 1933 was 20.59%,. The decline
in the number of business defaults during most of
1933 was almost continuous, especially in the last
six months of that year. Liabilities reported last
month were somewhat in excess of those for the last
four months of 1933, the amount for January being
$32,905,428. Some large failures added to the total
this year. The indebtedness shown, however, was
very much less than that reported for January of
the two preceding years, when the amounts were
respectively, $79,100,602, and $96,860,205. The
large failures in both of the years last mentioned were
more than double those reported for January 1934.
Separating the figures for the January failures into
the three leading classes, a marked improvement
appears for all three. In some respects the division
covering manufacturing concerns makes the best
showing. There were in the manufacturing class
295 defaults involving $9,265,377 of indebtedness;
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for trading, 951 failures, for which the liabilities were
$18,110,930, and for the third division, mainly agents
and brokers, the number was 118, owing a total of
$5,5629,121. In January 1933 there were 568 manu-
facturing defaults, for $30,747,022 of indebtedness;
2,182 failures of trading concerns owing $36,920,410,
and 169 of the third class involving $11,433,170.
All sections of the country report fewer business
defaults in January this year than a year ago. In
some divisions the reduction is very great.jjPerhaps
the West and South make the best showing. Sepa-
rated by Federal Reserve districts, eight out of the
12 sections of the United States show a number of
business failures in January this year considerably
less than one half of those reported in that month
of 1933. These Federal Reserve districts melude
Chicago, St. Louis, Kansas City and \Imnedpohs,
also the Atlanta and Dallas districts. The Phlhdel-
phia and Cleveland districts make a similar ahowmg
In New England the reduction shown for the fallule
statistics this year was very large, and the sa \‘Lme
thing was truejas to thefNew York district, tho
Richmond and San Francisco divisions. For _t_lu
four sections last mentioned, however, the improve-
ment over a year ago was not so marked as for the
eight divisions first mentioned.
i S
ON THE New York Stock Exchange the activity
and buoyancy of previous weeks continued
in full force and strength last Saturday, Monday
and Tuesday, with the volume of business of large
proportions, but on Wednesday and again on Fri-
day the market broke badly, with extensive declines,
the result entirely of large sales to realize profits.
On Thursday afternoon the market recovered to
some extent, but on Friday it swung down again.
Great activity and steadily rising prices was also
a feature of the bond market, with large-sized fur-
ther gains, but in the downward reaction in stocks
many bond issues also suffered a downward reaction.
The developments were all of a fayorable nature,
the Cabinet crisis in France, which eventuated in
riotous demonstrations of a very ominous character
on Tuesday appeared to have no influence on the
security markets in this country, and have since
given way to normal conditions with the establish-
ment of a new Cabinet regime. The American Iron
and Steel Institute on Monday submitted a state-
ment regarding steel production that greatly sur-
passed expectations. It showed that the steel mills
of the country were now engaged to 374 % of capac-
ity as against 34.49% the previous week and 32.5%
the week preceding, and establishing another new
high record since the Steel Institute started publish-
ing weekly figures on Oct. 23 last. A little later in
the week the figures regarding the production of
electricity appeared, and they also showed a rising
rate of growth as compared with a year ago, and an
increase likewise as compared with two years ago,
this last having now been the case for four suc-
cessive weeks. The output by the electric light and
power industry for the week ended last Saturday
was reported at 1,636,275,000 kilowatt hours as
against 1,454,913,000 kilowatt hours in the corre-
sponding week of 1933 and 1,588,853,000 kilowatt
hours in the same week of 1932. The ratio of in-
crease over 1933 is 12.5%, which is a larger ratio
of increase than in any recent week since Sept. 16
1933. Car loadings of revenue freight also continued
their record of growth in the week ending last Satur-
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day (Feb. 3), having been 564,098 cars as against
486,059 cars in the corresponding period of the pre-
ceding year, the ratio of increase being 16.0%. Some
of the commodity markets have at the same time
established higher levels of prices, this being
especially true in the case of cotton, and quite gen-
erally the consensus of reports regarding trade is
that the volume of business keeps increasing, even
if in only a moderate way, and there have been no
adverse developments of any great consequence, ex-
cept for action at Washington designated to regu-
late the Exchanges. The general disposition is to
think that trade recovery will continue to make
steady, even if slow, progress in the immediate fu-
ture, though more or less concern is felt in financial
quarters because of the unrestrained way in which
Congress keeps voting appropriations of enormous
amounts. The foreign exchanges have not been a
disturbing feature to the extent that they were only
a very short time ago, though they may not be pro-
ceeding in quite the way and to quite the extent de-
sired by the Administration at Washington.

As indicating the course of the commodity mar-
kets, the May option for wheat at Chicago closed
yesterday at 9014c. against 913gc. the close on Fri-
day of last week. May corn at Chicago closed yester-
day at 5114c. as against )Ol/q(f the close the previous
Friday. May oats at Chicago closed yesterday at
2634c. as against 373jc. the close the previous Fri-
day. The spot price for cotton here in New York
vesterday was 12.55¢. as against 11.80c. on Friday
of last week. The spot price for rubber yesterday
was 10.63c. against 9.82c. the previous Friday. Do-
mestic copper was quoted yesterday at Sc. as against
8c. the previous Friday. Silver showed only slight
deviation during the week. In London the price
vesterday was 19 13/16 pence per ounce as against
191/, pence on Friday of last week. The New York
quotation yesterday was 44.70c. as against 43.50c.
the previous week. In the matter of the foreign ex-
changes, cable transfers on London yesterday closed
at $5.02 against $4.88 the close the previous Friday,
while cable transfers on Paris closed yesterday at
f.44c. against 6.28%%c. the close on Friday of last
week. Large numbers of stocks, as also bonds be-
fore the Wednesday break, sold at the highest fig-
vres of either 1933 or 1934. Call loans on the New
York Stock Exchange again continued unchanged at
1% per annum.

Trading was very active but fell off after the break
on Wednesday. On the New York Stock Exchange
the sales at the half-day session on Saturday last were
2,081,170 shares; on Monday they were 4,940,250
shares on Tuesday 4,330,980 shares; on Wednesday
4,499, 070 shares; on Thursdav 3,199,920 shares, and
on Friday 3,337,240 shares. On the New York Curb
Exchange the sales last Saturday were 321,665 shares;
on Monday 744,385 shares; on Tuesday 768,885
shares; on Wednesday 656,520 shares; on Thursday
492 980 shares and on Friday 497,760 shares.

As compared with Friday of last week, most stocks
show losses because of the break the last half of the
week. General Electric closed yesterday at 2234
against 2374 on Friday of last week; North American
at 2234 against 2034; Standard Gas & Electric at 1514
against 14; Consolidated Gas of N. Y. at 43%% against
4414: Brooklyn Union Gas at 79 against 75; Pacific
Gas & Electric at 2174 against 20; Columbia Gas &
Electric at 17 against 1614; Electric Power & Light
at 834 against 714; Public Service of N. J. at 4234
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against 4114; J. I. Case Threshing Machine at 78%%
against 8114 ; International Harvester at 4394 against
441%; Sears, Roebuck & Co. at 4775 against 49;
Montgomery Ward & Co. at 3234 against 311%;
Woolworth at 5034 against 51; Western Union Tele-
graph at 6214 against 617%; Safeway Stores at 53
against 5414; American Tel. & Tel. at 12074 against,
120; American Can at 10114 against 10014; Commer-
cial Solvents at 3114 against 3414; Shattuck & Co.
at 934 against 1034, and Corn Products at 7634
against 80.

Allied Chemical & Dye closed yesterday at 15014
against 15314 on Friday of last week; Associated Dry
Goods at 1714 against 17; E. I. du Pont de Nemours
at 9824 against 10014; National Cash Register A at
21 against 22; International Nickel at 2234 against 23;
Timken Roller Bearing at 38 against 3814; Johns-
Manville at 6214 against 6314; Coca-Cola at 10574
against 10214; Gillette Safety Razor at 1134 against
1134; National Dairy Products at 16 against 165%;
Texas Gulf Sulphur at 4034 against 397%; Freeport-
Texas at 46 against 4614; United Gas Improvement,
at 1814 against 1834; National Biscuit at 4314
against 4334; Continental Can at 79 against 7734;
Eastman Kodak at 8714 against 8914; Gold Dust
Corp. at 2014 against 2114; Standard Brands at 2234
against 2414; Paramount <YPublix Corp. ctfs. at 434
against 314; Westinghouse Elec. & Mfg. at 4215
against 4414; Columbian Carbon at 67 against
671%; Reynolds Tobacco class B, at 42 against 4274;
Lorillard at 18 against 19; Liggett & Myers class B,
at 92 against 94, and Yellow Truck & Coach at 594
against 57%; Owens Glass at 92 against 9014; United
States Industrial Alcohol at 6134 against 603%;
Canada Dry at 2614 against 28; National Distillers
at 2814 against 30; Crown Cork & Seal at 32 against
3514, and Mengel & Co. at 814 against 934.

The steel shares moved up and down with the
general list. United States Steel closed yesterday
at 5614 against 5634 on Friday of last week; United
States Steel pref. at 9514 against 95; Bethlehem Steel
at 4515 against 4614, and Vanadium at 26 against
2624. In the motor group, Auburn Auto closed
yesterday at 52 against 5234 on Friday of last week;
General Motors at 3874 against 4114; Chrysler at
5614 against 5814; Nash Motors at 2834 against 3054;
Packard Motors at 414 against 5; Hupp Motors at
5%% against 634, and Hudson Motor Car at 21
against 2214. In the rubber group, Goodyear Tire
& Rubber closed yesterday at 3814 against 3834 on
Friday of last week; B. F. Goodrich at 1614 against
1624, and United States Rubber at 2014 against 19.

The railroad shares were rather weak. Pennsyl-
vania RR. closed yesterday at 3534 against 3774 on
Friday of last week; Atchison Topeka & Santa Fe at
6834 against 7114; Atlantic Coast Line at 4934
against 4934; Chicago Rock Island & Pacific at 534
against 514; New York Central at 4034 against 4134;
Baltimore & Ohio at 3214 against 3214; New Haven
at 207 against 2234; Union Pacific at 128 against
129; Missouri Pacific at 5 against 514; Southern
Pacific at 3014 against 3134; Missouri-Kansas-
Texas at 1234 against 1314; Southern Ry. at 3334
against 347¢; Chesapeake & Ohio at 4414 against
451%; Northern Pacific at 3134 against 32, and Great
Northern at 29 against 3014.

The oil stocks continued inclined to weakness.
Standard Oil of N. J. closed yesterday at 4714
against 4814 on Friday of last week; Standard Oil
of Calif. at 4025 against 4214; Atlantic Refining at
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In the copper group, Anaconda

Copper closed yesterday at 1534 against 17 on Friday
of last week; Kennecott Copper at 2014 against 2214;
American Smelting & Refining at 4714 against 45;
Phelps-Dodge at 17 against 17Y4; Cerro de Pasco
Copper at 3614 against 3554; and Calumet & Hecla
at 5%% against 574.

RICE trends on securities markets in the leading
European financial centevs were generally
favorable this week, notwithstanding the sensational
developments in France. International currency
uncertainties, together with the rioting in the French
capital, caused natural hesitation on all markets for
a time, but when it appeared that the French crisis
would be overcome with great speed, trading in-
creased and prices advanced. An important factor
was the confidence in France that the Doumergue
Government will be able to maintain the gold stand-
ard unimpaired, despite the immense flow of gold
now taking place across the Atlantic. Tinancial
circles in London and New York view the French
prospects somewhat more pessimistically, but the
decision to keep paying the metal proved heartening.
The increase in the discount rate of the Bank of
France to 3%, Thursday, from its former level of
2% %, was in line with expectations, as the gold
drain is causing a little tightening of money in Paris.
It is evident that all markets will continue to follow
French developments with the closest attention, for
indications of the international currency trend. The
conviction has deepened in Europe that the dollar
is undervalued at 59.06% of former parity, and new
adjustments are held inevitable. There were no
changes of great significance in trade and industrial
reports from Europe this week.

The London Stock Exchange was firm in the
initial session of the week, but trading was light.
British funds were neglected. In the industrial sec-
tion motor stocks were in good demand, while other
good features also were present. Most attention was
directed, however, to South African gold mining
stocks, which advanced sharply as the gold price
in the London auction market moved up on Amer-
ican buying. In Tuesday’s session British funds
registered small gains, while similar advances were
scored in many industrial issues. The international
section was stimulated by reports of a good trend
at New York. Gold mining shares receded on profit-
taking. Business Wednesday was sharply restricted
owing to the French crisis. British funds were well
maintained, while most industrial securities likewise
showed gains. International stocks held their
ground, but foreign bonds were weak. In a further
quiet session, Thursday, British funds again ad-
vanced, while most industrial stocks also were firm.
Brazilian bonds were active and higher on reports of
a debt agreement. Anglo-American trading favor-
ites dropped sharply owing to consideration by the
United States Government of measures to control
exchanges. The trend was firm Yesterday, but deal-
ings were small. British issues advanced generally,
but international stocks were hesitant on the reports
of drastic stock exchange regulations in the United
States.

The Paris Bourse reflected, on Monday, the per-
turbation felt regarding the political situation and
the fate of the franc. Rentes and other French bonds
were sold heavily, and stocks also were unloaded in
volume. Contrasting with the downward trend of
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domestic issues was a sharp upswing in all foreign
securities. TFrench bank shares were especially
affected by the selling, and the funds realized were
placed mainly in foreign commodity stocks. In
Tuesday’s dealings the trend was reversed com-
pletely, as more confidence prevailed regarding the
political and financial situation. French stocks
and bonds were in good demand, while foreign securi-
ties were liquidated. The Bourse, on Wednesday
morning, was more of a political forum than a finan-
cial market, as the events of the night before found
their reflection in exciting scenes as brokers de-
nounced the Daladier Government and marched
around singing the Marseillaise. A short period of
complete silence was observed in honor of the vie-
tims of the shooting at the Place de la Concorde.
Prices were weak at first, owing to the tense politi-
cal atmosphere, but when it was announced soon
after the noon hour that M. Daladier had resigned,
buying was resumed and prices recovered swiftly.
Rentes closed with large net gains, and most other
securities also were up for the day. The upward
movement of prices was continued in an active ses-
sion, Thursday. Rentes and French bank stocks
were in greatest demand, as it was generally believed
the political crisis had ended. Gains were sensa-
tional in many domestic issues, but foreign securi-
ties were a bit weaker. Profit-taking developed in
French issues yesterday, and recessions were general
in this group. International stocks were in better
demand.

The Berlin Boerse was firm and fairly active in
the first session of the week. Leading speculative
favorites were up a point or two, and many bonds
also showed gains, but the bulk of issues remained
close to former levels. The Boerse was unsettled,

Tuesday, by the omission of an expected dividend on
Engelhardt Brewery shares. Sharp declines were
registered in all brewery issues, and other shares
were affected to a more moderate degree. Trading
was on an extremely small scale, Wednesday, with

the trend irregular. The events in Paris were dis-
quieting, as they increased the fears of further inter-
national currency troubles, and there was a general
tendency to await the outcome of the developments
before increasing commitments. Most securities
were slightly lower. Thursday’s session on the
Boerse was again quiet, with the trend uneven.
Moderate selling of stocks sufficed to lower quota-
tions, but the losses were small. After a weak open-
ing yesterday, prices improved and small net gains
were general at the close.

—_—

HE wrath and resentment of the French people
over their accumulating troubles found expres-

sion this week in a series of riotous disturbances,
directed chiefly against the Daladier Cabinet and
the Parliament. The riots were the most serious
experienced in France in many years. They were
especially tumultuous in Paris, where soldiers and
police fired on the demonstrators, killing a score
of people and injuring hundreds. Bowing to the
obvious will of the people, Premier Edouard Dala-
dier presented his own resignation and those of all
his Ministers to President Albert Lebrun, Wednes-
day. M. Lebrun promptly took steps for the forma-
tion of a national coalition regime, and he called
former President Gaston Doumergue out of retire-
ment to head this regime and select the political
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leaders whose aid might be considered necessary in
carrying out the grave tasks that must be performed.
Apparently-content with this change, and a promise
by Premier Doumergue that he would form a Gov-
ernment of “elder statesmen,” the people of Paris
and other leading cities promptly ceased their dem-
onstrations. It is plain, however, that these inci-
dents foreshadow profoundly important alterations
of French internal policy, and it is quite possible
that French policy with regard to other countries
also will be changed.

The restless dissatisfaction of the French people
has been apparent for some time, and it is not with-
out significance that Cabinets have fallen in rapid
succession in recent months. Camille Chautemps
found it necessary to resign on Jan. 28 because of
developments in connection with the Stavisky scan-
dal. Edouard Daladier assumed office on the fol-
lowing day, and he was chosen only after the Presi-
dent attempted to place M. Doumergue in the office
of President of the Council of Ministers. At that
time M. Doumergue declined the office, and the ordi-
nary political expedients again were employed, de-
spite ominous portents. M. Daladier put off his
Ministerial Declaration before the Parliament until
Tuesday of this week, but even before that day it was
plain that trouble was brewing. The Premier dis-
missed Jean Chiappe, the Prefect of the Paris police,
who was allegedly involved in the Stavisky scandal.
Minister of Finance Francois Pietri, and Minister of
War Jean Fabry presented their resignations last
Saturday. M. Chiappe long has exercised great in-
fluence in French polities, and he has many powerful
friends.

Pandemonium broke loose when Premier Daladier
went before the Chamber, Tuesday, to make his state-
ment of policy and request a vote of confidence.
Within the Chamber, the Premier obtained ample
support, as he was given three successive votes of
confidence. Some 350 Deputies stood by him, while
220 voted adversely. But in the streets outside, mad
crowds surged toward the Parliament buildings
from half a dozen directions, and apparently with
as many diverse aims. Some of the throngs were
good-natured at first, but the temper of all changed
quickly to sullen and desperate resentment when
orders were given the police and the mounted Re-
publican Guards to fire. Volleys of revolver shots
rang out, and many of the bullets directed against
the huge crowd in the Place de la Concorde found
their marks. The police and soldiers charged and
cleared the square, but they encountered great diffi-
culties as the crowd became increasingly unmanage-
able. Paving blocks were torn from the streets and
from behind barriers erected with the stones, mis-
siles were flung at the charging police. The Ministry
of Marine building, not far from the Chamber of
Deputies, was set afire, and the blaze was extin-
guished only with the greatest trouble, as the hose
lines of the fire department were cut by the rioters.
Automobiles were set afire wherever the crowd en-
countered them near the Parliament buildings. In
many other parts of Paris similar scenes were being
enacted on a much milder scale, while in a score of
other French cities huge demonstrations were taking
place at the same time.

Numerous groups were involved in these manifes-
tations, and their motives and aims were doubtless
equally multifarious. French war veterans formed
one of the most important groups. A column of
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3,000 veterans formed at a distance from the Parlia-
ment buildings and marched calmly toward the
Chamber. They were intercepted by the police and
goldiers, who finally fired upon them. Nothing
daunted, these veterans formed again and again and
tried to reach the Chamber. Groups of French stu-
dents also formed important elements in the surging
crowds, while Socialists, Communists, Royalists and
Fascists all took a hand in the proceedings. The
cry of the mob was “To the Chamber!” The shouts
penetrated to the Deputies and caused intense nerv-
ousness among them. When the sound of firing
was heard the Deputy Scapini, who was blinded in
the war, rose from his bench and in tense silence he
asked Premier Daladier if he had given orders to
fire. The Premier sat silent, and after a moment
tumult broke loose in the Chamber itself, and the
session had to be suspended.

Regarding the difficulties of the French people
which thus dramatically came to a head there are,
of course, many explanations, and the various ob-
servers tend to emphasize different aspects. The
Stavisky scandal unquestionably added to the dis-
affection, but France has experienced many
greater and most costly scandals without such mani-
festations. Lack of a balanced budget and the fears
of inflation contributed something, while general
discontent with the Government long has been ap-
parent. Fuel was added to the flames by the recent
reduction in the pay of civil servants, who make up
a vast army in France. Important groups have for
some time maintained that the foreign policy was
ineffectual, and was tending to involve the country
in war. Behind and beneath all such factors is the

Financial

grumbling and discontent occasioned by the omni-

present depression, which is now being felt in France
more than in almost any other country.

With the situation as it developed on Tuesday,
Premier Daladier was unable to cope. He issued
a long statement in defense of the police and the
guards who fired on the demonstrators, and declared
that the shooting was necessary because a real armed
attack on the security of the State was in progress.
“Certain political groups multiplied their incitement
to riot and attempted a violent attack on the Repub-
lican regime,” the Premier said. He conferred on
Wednesday morning with numerous political lead-
ers, and was urged to continue his efforts by some,
but the majority indicated that resignation was the
only course owing to the bloodshed. There is reason
to think, indeed, that the rioting would have widened
into general revolt if the Premier had not resigned,
as the war veterans threatened to march toward the
Government buildings once again, but with weapons
in their hands, while other groups also indicated
an intention of redoubled violence. Soon after noon,
on Wednesday, M. Daladier presented the resigna-
tions of the Cabinet, and President Lebrun immedi-
ately called for M. Doumergue to take the helm.
There was sporadic fighting in the streets of the
capital Wednesday night, as the people were not
yet fully reassured, but the demonstrations were
much milder than on the previous day, and com-
plete order was restored in the small hours of Thurs-
day. M. Doumergue, who makes his home in the
south of France, reached Paris later that day, and
promptly began consultations with a view to form-
ing a concentration Cabinet. “The urgency of the
kour,” he declared, “does not permit me to form any
sort of Ministry other than one of political truce,
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composed of eminent men well versed in statecraft.”
Rioting ceased entirely on Thursday, and only occa-
sional troubles with looters were reported.
Premier Doumergue completed his Cabinet yester-
day, and his selections give assurance that he will
have ample support in the Chamber of Deputies. In
contrast with the practice of recent years, the Pre-
mier assumed no portfolio himself, and he will thus
remain simply the President of the Council. His
Ministers are drawn from almost all important fac-
tions in the Chamber and Senate, and it is esti-
mated that 480 Deputies, out of the 605 in the Cham-
ber, will support the regime. A number of former
Premiers will assist M. Doumergue, and this also
will add stability to the Government. The impor-
tant post of Foreign Affairs was assigned to Louis
Barthou, while the Finance Ministry will be guided
by Germain Martin. Paul Jacquier is named Budget
Minister ; Marshal Petain is Minister of War, while
the Navy and Air posts are filled by Francois Pietri
and General Denain. Former Premiers Edouard
Herriot and Andre Tardieu are Ministers of State
without portfolio. Henri Cheron as Minister of
Justice, Albert Sarraut as Minister of the Interior
and Pierre Laval as Minister of Colonies are other

prominent selections.
mAe g

HANCELLOR ENGELBERT DOLLFUSS is
meeting continually greater difficulties in his
efforts to maintain his minority regime in Austria
and prevent the advent of a Nazi State that would
be highly sympathetic to the Nazi regime in Ger-
many. The problem of Austrian independence is,
indeed, one of the most troublesome that has faced
the European chancellories in many years. Germany
disclaims any intention of infringing the sovereignty
of its small Tentonie neighbor, but the Nazi authori-
ties in Berlin obviously are delighted at the spread
of Nazi sentiment, which promises to bring Austria
firmly within the German orbit without raising the
questions that formal “Anschluss,” or political
union, would bring. Great Britain, France and
Italy, if they acted in concert, might be able to stop
the substantial unification of the two Teutonic coun-
tries, but they are obviously indisposed to take a
definite diplomatic stand in opposition to what ap-
pears to be a majority of the Austrians themselves.
The perplexities of the problem are not diminished,
moreover, by the realization that Nazi influence, if
it overwhelms Austria, probably will spread much
farther in Eastern Europe and introduce new fac-
tors in a European situation that, in all conscience,

‘is already sufficiently complex.

Austria protested to Germany on Jan. 17 against
interference in its affairs by Nazis in Germany, and
a demand was made at the time by Chancellor Doll-
fuss for a German guarantee of Austrian indepen-
dence. Chancellor Adolf Hitler scorned the Aus-
trian claims in his address before the German
Reichstag on Jan. 30, and in a formal reply to
Vienna late last week the same attitude was taken.
Austrian contentions were refuted point by point,
an official German announcement of Feb. 2 said.
“The German Government,” it was stated, “has most
meticulously abstained from mixing in domestic po-
litical conditions in Austria, and has repeatedly de-
clared that any forcible intervention or any viola-
tion of treaty obligations was far from its thought.
It can, therefore, only express great astonishment
at the fact that on repeated occasions the Austrian
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(Government has cast suspicions on the German Gov-
ernment as if it threatened Austrian independence.”
The reply also emphasized the view of the German
Government that the problem does not admit of
international treatment and cannot be solved in that
manner.

The Austrian Cabinet considered the German
reply in a meeting late last week, and is said to
have “rejected” it as unsatisfactory. In a further
meeting last Monday the Cabinet empowered Chan-
cellor Dollfuss to carry the matter to the League of
Nations by making an appeal for a special League
Council meeting. Before making any such appeal,
lowever, Chancellor Dollfuss decided to visit Buda-
pest in an endeavor to enlist the aid of the Hun-
garian Government in his struggle against the
spread of Nazi doctrines and influence. The conflict
within Austria, meanwhile, has been sharply inten-
sified. Prince Ernst von Starhemberg, leader of the
powerful Austrian Heimwehr, clearly is playing a
game of his own in an attempt to wrest power from
Dollfuss and establish a regime that would be
Fascist in its leanings but adverse to Germany.
This has introduced further dissension in the Aus-
trian Tyrol, where the Austrian Nazis are making
2 determined effort to obtain control, and the situa-
tion is highly uncertain.

There is some reason to believe that the Austrian
appeal to the League has been delayed in response
to suggestions by one or more of the great Powers.
London reports of last Monday stated that any such
appeal would be highly embarrassing to the British
Government while disarmament negotiations are in
progress. The British are in no mood to take risks
in order to save the Dollfuss Government, a dispatch
to the New York “Times” said. The matter was
debated in the London House of Commons, Tues-
day, and Captain Anthony Eden, Lord Privy Seal.
remarked that the British attitude “will be actuated
by the principle that, while it is no part of our busi-
ness to interfere in the internal affairs of another
country, Austria has a right which we fully recog-
nize to demand that there be no interference in her
internal affairs by any other Government.” In a
Vienna dispatch of Monday to the New York “Times”
it is pointed out that nobody seems to know just
what the League of Nations could do, other than to
warn the German Government, which has already
expressed its contempt of the League. “Italy is
cool toward Chancellor Dollfuss since it became evi-
dent that his ability to convert Austria into an abso-
lutely Fascist State had become dubions,” the dis-
patch added. “France is occupied solely with her
own internal difficulties. Great Britain’s attention
is centered upon getting something out of the dis-
armament conference, which she does not desire to
complicate with an Austrian problem.”

——

ISARMAMENT negotiations in Europe were
suspended this week, owing to the crisis in
France, but some additional light was thrown on
recent developments by debates on the subject in
the British House of Commons. Sir John Simon,
the British Foreign Secretary, admitted, on being
questioned, that the British policy is one of compro-
mise between the German desire to re-arm and the
French attitude. France, it was again made plain,
wishes neither to disarm herself nor to permit Ger-
many to re-arm. In this debate, which developed
Tuesday, Sir John Simon stated that Germany’s
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right to armaments equality could not be questioned.
Sir Austen Chamberlain seized upon this declara-
tion and obtained from the Foreign Secretary an
admission that naval equality was not meant, as
this is an “entirely separate subject for entirely
separate negotiations.” The latest British pro-
posals, the Foreign Secretary pointed out, would
permit some re-armament by Germany, but it would
keep the German armaments within limits while
calling for a measure of disarmament by other Pow-
ers. Nothing that was really new was said on the
subject, a London dispatch to the New York “Times”
remarked. “There is nothing new except, of course,
disarmament, which neither the statesmen of this
country nor those of any other country seem seri-
ously to contemplate,” the dispatch added. In a
further debate on Wednesday there seemed to be
general agreement in the House of Commons that
the threat of war must be faced in Europe, a further
report to the New York “Times” said. The problem
of naval armaments was debated in the Diet in Tokio,
late last week, and Navy Minister Osumi admitted
that Japan would ask for a better naval ratio at
the next international conference on this matter.
aige
NTHOUG]I Foreign Minister Koki Hirota pro-
claimed in a speech before the Tokio Diet, on
Jan. 23, that Japan has naught but peaceable inten-
tions, there has since been an increase rather than a
decrease in the world-wide discussion of possible
Japanese encroachments on the Russian Maritime
Provinces in Siberia, and a consequent Russo-Japa-
nese war. In London it is taken almost for granted
that there will soon be a conflict between the two
countries, and reports indicate that the question
most frequently discussed is whether the war will
start this coming spring or in 1935. Washington
observers are represented as viewing the matter in
a very gloomy light. In Japan there has been a
diminution of the provocative magazine articles by
prominent militarists dealing with imaginative
future wars with Russia or the United States. But
the press of that country continues to reflect a de-
termination to build an ever larger army, and to
obtain a higher naval ratio in coming conferences.
Russian authorities continue to talk with the most
amazing frankness of expected aggression by Japan
and of the preparations that are being made to meet
any attacks. Foreign Commissar Maxim Litvinoff,
the astute diplomatist of the Moscow regime, has
concluded treaties of non-aggression with almost all
the neighboring countries of Russia, but his efforts
to arrange a similar pact with Japan remain fruit-
less. He achieved a further diplomatic victory on
Tuesday, however, when announcement was made of
the resumption of normal diplomatic relations be-
tween Hungary and Russia. This action was unex-
pected, as Hungary heretofore has observed a highly
anti-Communist attitude.

Russian statements on a possible future conflict
are of unusual importance, owing to their official
nature. Joseph Stalin, Secretary-General of the
Russian Communist party and the real ruler of the
country, told the All-Union Communist Party Con-
gress in Moscow, on Jan. 27, that every precantion
must be taken against sudden attacks in the Far
East. “The refusal of Japan to sign a non-aggres-
sion pact reveals that in the relations of the two
countries all is not well,” M. Stalin declared. He
commented on the open advocacy by some Japanese
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militarists of war with Russia, but added that
Russia will continue to follow a policy of peace and
will attempt to improve its relations with Tokio.

In a speech before the same ‘Congress, made avail-
able last Saturday, War Commissar Klementi Voro-
shiloff declared that Russia is well prepared for
attacks from any quarter. He disclosed forthe first
time the existence of fortified areas in the North-
west, the West and the Far East, but added that
recent successes of Soviet diplomacy have lessened
the danger of conflict in the West. He spoke at
length of the situation in the Far East, however,
remarking that Japan was the first nation to seek
to issue from the depression by the aid of war.
“Japan has become,” M. Voroshiloff added, “the
greatest purchaser of war materials and of war
industrial supplies in the world market, and is simul-
taneously carrying on the political preparation of
the country for a more serious war than she waged
in China. That is clear to the non-militarist eye.”
Alluding to the frequent Japanese discussions of a
war of conquest in Siberia, he remarked that Russia
could hardly continue to regard Japan with as much
confidence as before. “Our measures of self-defense
seem to be an affront to the Japanese,” the Commis-
sar for War said. “Doubtless it would be preferable
to our neighbors if we left our frontiers in the same
defenseless state as the Chinese Manchurian fron-
tier in 1931. But that favor, in all politeness, we
grant to no one.”

Financial

—_——

XTENSIVE negotiations in Rio de Janeiro on
the debt service of Brazilian bonds floated in
the United States were terminated Tuesday, when
an agreement was signed by President Getulio Var-
gas providing for a classification of Brazilian loans
into eight groups, on which varying amounts will be
paid. The negotiations were conducted by Valentim
Bouecas for the Brazilian authorities, and by J. Reu-
ben Clark in behalf of the American holders of
Brazilian bonds. Mr. Clark is a director of the
Foreign Bondholders’ Protective Council, which was
formed here late last year. He accompanied Secre-
tary of State Hull on his trip to Montevideo for
the sessions of the Pan-American Conference, and
remained in Brazil to conduct negotiations for the
Council. The agreement on debt service was an-
nounced by the Brazilian Finance Minister, Osvaldo
Aranha, who indicated that Brazilian payments
thereunder would be reduced very substantially dur-
ing the next four years from the contractual figures.
He expressed the view, a dispatch to the New York
“Times” said, that the agreement would permit a
financial rehabilitation which would enable Brazil
to resume normal debt service on its expiration.

The first of the eight groups, it was indicated,
includes the funded loans of the Brazilian Federal
Government, on which full interest and amortization
charges are to be met. Coffee valorization loans
comprise the second group, on which full interest
will be paid, but only 5% on amortization. In the
third group there are six Federal loans, including
those to be funded after this year, on which interest
payments are to be graduated from 35% to 509, of
the sums due. The fourth group includes several
Federal loans and one of the Brazilian Lloyd, with
interest payments to be made 7146 % to 409 of sums
due. The Sao Paulo Coffee Institute loans in group
five will draw from 2214 % to 3714 % of the amounts
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due. Group six embraces loans of the States of Sao
Paulo, Minas Geraes and Rio Grande du Sul, and
one municipal loan, on which 209% of interest will
be paid this year, 22145 % next year, and 35% in each
of the two succeeding years. In group seven there
are 27 municipal loans on which interest payments
will be 1714% this year, 22149% mnext year, and
32%5% in the two following years. For the eighth
group, which includes 28 loans of the Northern Bra-
zilian States, no terms of interest payments have
been arranged.

Raymond B. Stevens, President of the Foreign
Bondholders’ Protective ‘Council, issued a statement
in New York, Wednesday, which fails to elaborate or
explain the agreement reached by Mr. Clark in Rio
de Janeiro. Mr. Stevens expressed satisfaction re-
garding the new terms, and declared that the agree-
ment is an important step toward a resumption of
the normal flow of credit and toward trade recovery.
The principal amount of the foreign currency obli-
gations of the Brazilian Government and its sub-
divisions is in excess of $1,000,000,000, of which
$380,000,000 have been placed in the United States,
it was observed. About $180,000,000 of the loans
floated here have been in default during the last
two years. “Compared with the plan proposed last
November,” Mr. Stevens explained, “the allocation
of exchange to grade 7 has been almost doubled. The
plan is a temporary arrangement covering four
years, after which it is to be reviewed in the hope
that further steps toward resumption of service can
then be taken.”

—_——

PEACEFUL settlement of a century-old boundary
dispute between Peru and Ecuador is fore-

shadowed in an appeal by both countries for the aid
of President Roosevelt in settling the question. The
area in dispute is a vast territory around the head-
waters of the Amazon River, lying between the Mo-
rona, Maranon, Napo and Pilcomayo Rivers. Pre-
vious attempts to arbitrate the matter were unsuc-
cessful, and in 1924 the Castro-Ponce treaty was
drawn up, providing for direct negotiations under
the auspices of the President of the United States.
The two countries concerned failed to act under this
agreement until last month, when reports indicated
that permission to send negotiating commissions to
Washington was being sought. President Roosevelt
confirmed this intelligence on Tuesday, and he indi-
cated at the same time that the requests had been
granted. In an official statement, the President
pointed out that the treaty provided for direct nego-
tiations to fix a boundary. If such attempts are
unsuccessful, the negotiators are required to deter-
mine the precise area not in dispute, while the re-
maining zone is to be submitted to the arbitral de-
cision of the President of the United States. In
announcing that delegations are to be sent to Wash-
ington by Peru and Ecuador, Mr. Roosevelt ex-
pressed keen satisfaction regarding their “convine-
ing and encouraging evidence of a determination to
settle their long-standing  boundary controversy
through friendly discussion and in accordance with
the most enlightened principles of international
practice.” It would be a cause of the greatest re-
joicing, the President added, significantly, if the
armed conflict between Bolivia and Paraguay over
the boundaries in the Gran Chaco area would like-
wise yield to peaceful methods of adjustment.
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HE Bank of France on Thursday (Feb. 8) raised

its discount rate from 2149, to 39,. The 2159,

rate having been in effect since Oct. 9 1931, when

England went off the gold standard, the rate then

having been raised from 29,. Present rates at the

leading centers are shown in the table which follows:
DISCOUNT RATES OF FOREIGN CENTRAL BANKS.

Ra.e in Pre- Rate tn
Effect Date vious Effect
Feb.9 | Established. | Rate. Feb.9

4%

Mar. 23 1933 Hungary...
34
3

Country. Date

Established.

Counltry.

Austria. ...
Belgium. ..
Bulgaria. ..

Oct. 17 1932
Feb. 16 1933
June 30 1932
Dec. 11 1933
July 1933
Aug. 1933
lan. 1934
May 1933
Oct. 1933
Dec. 1933
Apr. 1933
Feb. 1033
Oct. 22 1032
Dee. 1933
Jan. 22 1931

-

5
3% [Jan. 13 1932 India_ ...
7 Jan. 3 1934 Ireland....
414 |Aug. 23 1932
Colombia_.| 4 July 18 1033
Czechoslo Java. .
vakin....| 3} [Jan. 2519033 Lithuania..
4 July 12 1932 Norway ...
Nov. 29 1933 Poland . .- .
June 30 1932 Portugal...
Jan. 29 1932 Rumania ..
Dec. 20 1933 South Africa
Feb. 81934
Sept. 30 1932
Oct. 13 1935
Sept. 18 16

:u.:
@R

Danzig. ...
Denmark . .
England. ..
Estonla....| 5%
Finland .| 4%
France....| 3¢
Germany..| 4

5]

~ (I
—bs =W W

=
=
WA

Sweden....
Switzerland

=

Holland - _ _

WD WO

7
214

—_——

In London open market discounts for short bills
on Friday were 15-16@19,, as against 19, on Friday
of last week and 1@1 1-169, for three months’ bills,
as against 19 on Friday of last week. Money on call
In London yesterday was 34{9%. At Paris the open
market rate remains at 2149, and in Switzerland
at 115%,.

o oveel
HE Bank of England statement for the week
ended Feb. 7 shows a loss of £8,826 in gold
holdings, which, together with an expansion of
£1,523,000 in note circulation caused a decrease
of £1,532,000 in reserves. The Bank now holds
£191,787,025 of gold as compared with £127,934,341
a year ago. Public deposits fell off £7,882,000 and
other deposits £823,302. The latter consists of
bankers’ accounts, which rose £846,948, and other
accounts, which dropped off £1,670,250. The re-
serve ratio increased from 52.059%, a week ago to
53.98%; a year ago it was only 30.99%. Loans on
Government securities fell off £7,517,000 and those
on other securities rose £368,471. The latter con-
sists of discounts and advances and securities,
which increased £239,118 and £129,353 respectively.
No change was made in the discount rate. Below
we give the figures with comparisons of previous
years:
BANK OF ENGLAND'S COMPARATIVE STATEMENT.

1034,
Feb, 7.

1931,
Feb. 11.

1933.
Feb. 8.

1932.
Feb. 10.

1930.
Feb. 12.

Circulation a

Public deposits. .

Other deposits
Bankers' accounts .
Other accounts...

Government secur. .

Other securities._ .
Disct. & advan
Securities

Reserve notes & coln

Coin and bullion____

Proportion of reserve
to liabilities

Bank rate

£ £ £ £ £
368,184,000(357,380,130(346,519,212|347,245,425/348,003,176
17,272,000| 13,501,583| 16,435,197 13,502,637| 17,037,246
137,577,251(133,466,227| 99.725,131| 91,615,357| 94,565,390
101,440,533|100,699.345| 66,997.662| 57,655,497| 59,088,652
36,136,718| 32,766.882| 32.727,460| 33,959,860| 35,481,738
69,540,869| 90,308.315| 34,625,906 36,419,952| 44,711,563
19,864,877| 20,271,405 49,918,049 22,476,568
8,417,442| 12!146,508| 13,007,628 7,963,260
11,447 435| 17,124,807| 36,910,421| 23,232,022 14,513,308
83,612,000| 45.554,211| 49.774,736| 54,001,734| 63,496,043
191,787,025(127,034,341|121,203,048(141,247,159|151,499,219

30.99% 42.84%, 51.37% 56.43%
2% 6% 3% 4% %
a On Nov. 20 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.

53.98%,
2%

—_——

HE weekly statement of the Bank of France
dated Feb. 2 reveals a decline in gold holdings

of 194,534,608 francs. The total of gold is now
76,860,453,361 francs in comparison with 81,893,916 ,-
973 francs last year and 72,563,082,971 francs the
previous year. Credit balances abroad, French com-
mercial bills discounted and creditor current accounts
record decreases of 3,000,000 francs, 349,000,000
francs and 1,999,000,000 francs respectively. Notes
in circulation show a constraction of 1,585,000,000
francs, reducing the total of notes outstanding to
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81,058,709,500 francs. Circulation a year ago aggre-
gated 84,561,690,325 francs and the year before
84,438,199,480 francs. Bills bought abroad rose
1,000,000 francs and advances against securities
123,000,000 francs. The proportion of gold on hand
to sight lLiabilities stands this week at 79.109, and
compares with 77.829, a year ago. DBelow we fur-
nish a comparison of the various items for three

years:
BANK OF FRANCE'S COMPARATIVE STATEMENT.

Changes

Jor Week. Feb. 2 1934. | Feb.3 1933. | Feb. b5 1932.

Franes. Francs. Francs. Francs.
—194,534,608/76,860,453,361{81,803,916,973|72,563,082,971
—3,000,000 12,771,494 2,930,764,772| 8,176,369,079

—249,000,000{ 4,1 2,561,581,620
-+1,000,000f 1,1 1,404 876,104| 9
+123.000,000{ 3,0 779| 2,623,779,351| 2
+4-1,585,000,000(81,05 9,500|84,561,690,325|¢
16,107,191,327|20,670,257,379|26,

Credit bals. abroad.
aFrench comimrercial

bills discounted. .
b Bills bought abr'd
Adv. against securs.
Note eirculation. ...
Cred. curr. acets. .. [—1,999,000,000
Proportion of gold

on hand to sight

liabilities- ... __. +0.13%

a Includes bills purchased in France.
e —

38,415,466
1 86
17,

S
5,
7

8,
7,

4
37
6
7
1

79.10%

b Includes bills discounted abroad.

77.82%

HE Bank of Germany in its statement for the
first quarter of February shows a loss in gold
and bullion of 21,697,000 marks, The total of gold
which is now 354,483,000 marks compares with
822,288,000 marks last year and 928,341,000 marks
the previous year. An increase appears in reserve in
foreign currency of 2,257,000 marks, in silver and
other coin of 18,381,000 marks, in notes on other
German banks of 4,064,000 marks, in investments of
12,460,000 marks, in other daily maturing obligations
of 30,469,000 marks and in other liabilities of 19,347 -
000 marks. Notes in circulation reveal a decline of
126,252,000 marks reducing the total of the item to
3,322,000 marks. The total of circulation a year
ago was 3,242,218,000 marks and two years ago
4,276,132,000 marks. Bills of exchange and checks,
advances and other assets register decreases of 63,-
015,000 marks, 9,234,000 marks and 19,652,000
marks respectively. The proportion of gold and
foreign currency to note circulation is now 10.99,
as against 28.49, a year ago. A comparison of the
various items for three years appears below:
REICHSBANK'S COMPARATIVE STATEMENT.

Changes

Sfor Week. Feb. 7 1934.|Feb. 7 1933.|Feb. 6 1932.

Reichsmarks.
928,341,000

Reichsmarks.
822,288,000

Reichsmarks.

Assets— Retchsmarks.
, 354,483,000

Gold and bullion —21,697,000
Of which depos. abroad| No change. 30,633,000 38,116,000/ 55,456,000
Reserve in foreign curr +-2,257,000 9,154,000| 97,907,000/ 146,750,000
Bills of exch. and checks! —63,015,000|2,829,595,000(2,410,837,000/3,483,816,000
Silver and other coin.___ 18,381,000 268,715,000| 260,163,000 140,474,000
Notes on other Ger. bks. -+4,064,000 8,353,000 6,030,000
Advances —9,234,000 79,396,000 129,038,000
-+12,460,000 400,810,000 160,564,000
—19,652,000 815,499,000| 971,184,000

7,792,000
71,588,000
632,008,000
569,616,000

Liabilities—
Notes in circulation. ...
Other daily matur.oblig.
Other liabilities
Propor.of gold & foreign
curr. to note cireul’n.

—126,252,000|3,322,160,000(3,242,218,000(4,276,132,000
430,469,000 528,097,000/ 315,557,000| 332,941,000
-419,347,000( 259,552,000( 770,052,000| 869,893,000

—0.2% 28.4% 25.1%

10.9%

T
DEALINGS in the New York money market have

been quiet this week, and rates for all classes
of accommodation have remained unchanged from
previous levels. Call loans on the New York Stock
Exchange were 19, for all transactions, whether
renewals or new loans, but in the street market small
concessions were quoted every day from the official
rate. The street rate on call loans was 749, Mon-
day, 249 Tuesday, Wednesday and Thursday, and
789, vesterday. No changes were recorded in time
loans. Brokers loans increased $8,000,000 in the
week to Wednesday night, according to the report of
the New York Federal Reserve Bank. Gold ship-
ments in heavy volume began to reach this market
from Europe this week, and the credit base was thus

.

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




914 Financial

widened additionally. The United States Treasury
awarded, on Monday, two issues of discount bills,
maturing respectively in 91 and 182 days. The
$125,000,000 of 91-day bills were awarded at an aver-
age discount of 0.669, while $50,000,000 of 182-day
bills were awarded at an average discount of 0.949.
In line with the reductions announced last week in
the rediscount rates of the New York and Cleveland
Federal Reserve banks, rates were cut this week by
five additional regional banks, the reduction in every
case being 149,. Rates established are: Boston, 2%;
St. Louis, 2149;; Dallas, Richmond and Kansas
City, 3%.
A
EALING in detail with call loan rates on the
Stock Exchange from day to day, 19, re-
mained the ruling quotation all through the week
for both new loans and renewals. The market for
time money has shown no change this week, the
only business reported being a few renewals of 60
and 90 days. Rates are nominal at /@19, for
60 days, 1@1149% for 90 days, 1}4@1249, for four
months and 115@1349%, for five and six months. The
demand for commercial paper has been excellent this
week, but the supply of paper is again short. Rates
are 1149 for extra choice names running from four
to six months and 1149, for names less known.
e

HE market for prime bankers’ acceptances has
been spotty this week with only a fair supply

of paper. Rates are unchanged. Quotations of the
American Acceptance Council for bills up to and

including 90 days are 349, bid and 149, asked; for

four months, 349 bid and 949, asked; for five and
six months, 19, bid and 749, asked. The bill buying

rate of the New York Reserve Bank is 149 for bills
running from 1 to 90 days, and proportionately higher
for longer maturities. The Federal Reserve banks’
holdings of acceptances decreased during the week
from $111,397,000 to $96,899,000. Their holdings
of acceptances for foreign correspondents show a
trifling increase from $4,477,000 to $4,478,000.
Open market rates for acceptances are as follows:

SPOT DELIVERY.
~—180 Days— —150 Days— —120 Days—
Bta. Asked. Bid, Asked, Bid. Asked.
Prime eligible bills % 1 1 b4 %

—90 Days—— ~—60 Days— —30 Days—
Bid, Asked. Bid, Asked. Bid, Asked,
Prime eligible bills 14 % M % 121
FOR DELIVERY WITHIN THIRTY DAYS.

Eligible member banks
Eligible non-member banks.

1% bid
LTOGETHER seven of the Federal Reserve
banks have lowered their rediscount rates,
six of the Reserve banks having taken this action
following that of the New York Reserve Bank, which
reduced its rate, effective Feb. 2 from 29, to 1149;
these are the Cleveland Reserve Bank which has
lowered its rate from 2149, to 29, effective Feb. 3;
the Boston Reserve Bank, which changed its rate
from 2159, to 2%, effective Feb. 8; the St. Louis
Reserve Bank, which on Feb. 8 put into effect a rate
of 2159, instead of 39, as heretofore; the Dallas
Reserve Bank lowered its rate, effective Feb. 8 from
314% to 3%, and the Richmond and Kansas City
Reserve Banks, both made effective on Feb. 9 a
39, rate in place of that heretofore in force, viz.:
314%,. The following is the schedule of rates now in
effect for the various classes of paper at the different
Reserve banks:
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DISCOUNT RATES OF FEDERAL RESERVE BANKS.

Rate in
Federal Reserve Bank. Effect on

Date
Established.

Feb, 8 1034
Feb. 21934
Nov. 16 1933
Feb. 31934
Feb. 0 1934
Nov, 14 1931
21 1933
8 1934

Cleveland. .
Richmond. .
Atlanta....
Oct.

Feb.

Sept. [
Feb. 9 193¢
Feb.
Nov,

San Franelsco. .. - ... . ... 3 1933

STERLING exchange and the entire foreign ex-
change market continues thoroughly demoral-
ized. The market has not yet recovered from the
effects of the President’s proclamation devaluing the
dollar to 59.06 cents, the establishment of a $2,000,-
000,000 stabilization fund, and the appropriation of
the gold in the Federal Reserve Banks. The dis-
turbances in Paris also have contributed to the
confusion, making it impossible for foreign exchange
operators to take a technical position in trading. The
range for sterling this week has been between $4.9014
and $5.0314 for bankers’ sight bills, compared with
a range of between $4.87 and $5.0314 last week. The
range for cable transfers has been between $4.907%
and $5.0314, compared with a range of between
$4.873% and $5.031% a week ago. The reduction in
the Federal Reserve Bank’s rate of rediscount from
29, to 114%,, which became effective on Friday of
last week, has been without effect on foreign exchange
quotations. The market has had spurts of activity,
but while the undertone of sterling is firmer than last
week, the activity has been confined largely to the
United States dollar. While there is every evidence
that the London market continues to be favored by
foreign funds, there has been a considerable demand
for dollars from many parts of Europe, chiefly through
the London market. This is due largely to bear
covering, but there is also an undoubted flow of
fugitive American funds from London to New York.
There is also a demand for dollars in France, Switzer-
land and Holland due to the fact that money is being
sent to this side by other nationals for investment in
the New York security market. Sterling exchange
continues to display an easier tone in terms of French
francs, or gold. This is due, it would seem, largely
to the fact that there is a strong demand in London
as well as on the Continent for francs, with which to
purchase gold at the Bank of France in order to take
advantage of the high premium for the metal offered
in the London open market and by the United States
Treasury. The United States price for gold continues
at $35 per fine ounce, but the mad scramble for gold
so evident in London last week seems to have abated
considerably. While the dollar continues at the new
value of 59.06 cents, nevertheless, despite the heavy
purchases of gold for American account, both London
and Paris set a higher figure, the rate fluctuating
daily considerably from hour to hour during trading.
In London on a percentage of the new parity the
dollar-sterling rate and price for gold in London in-
dicated a value for the dollar this week ranging at
from 1149, to 3149% above the parity fixed by the
United States of 59.06 cents. All other European
markets show similar higher interpretations of the
dollar value, with wide hourly fluctuations in the rate.
The dollar-franc rate has shown the dollar to be
estimated in Paris at from 4 1-169, to more than
7149, above the new parity. Several times during
the week the dollar was quoted in Paris fractionally
in excess of 63 cents.
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The following tables give the mean London check
rate on Paris from day to day, the London open
market gold price and the price paid on gold by the
United States:

MEAN LONDON CHECK RATE ON PARIJS.
Saturday Feb. 3. ... ______77.80 | Wednesday Feb. 7__________79.00
Monday Feb.5____... _____.78.47 | Thursday Feb.8_ ... __ 78.03
Tuesday Feb. 6. _ .. _____ 79.09 | Friday RebtOstpo ooy 77.81

LONDON OPEN MARKET GOLD PRICE.
Saturday Feb. 3. ____138s. 3d. | Wednesday Feb. 7_______136s. 6d.
Monday Feb. 5_. _______140s. Thursday Feb. 8. __.___ 136s. 9d.
Tuesday Feb. 6.._______139s. 3d. | Friday Feb a0z onery 137s. 4d.

PRICE PAID FOR GOLD BY THE UNITED STATES (FEDERAL
RESERVE BANK).

----35.00
Monday Feb. 5. .___.______35.00
Tuesday Feb.6-._ - ____. 35.

Saturday Feb. 3__.._____ Wednesday Feb.7-.._.._..___35.00
Thursday. Feb. 8. oo 35.00

Friday Feb, 9o ccmaaa.. 35.00

The market is full of rumors of probable stabiliza-
tion agreements as between the dollar, pound and
franc, and the recent disturbing developments in
Paris lend hope that such currency agreements may
be effected at no distant date. However, nothing is
vouchsafed from official quarters, either here or
abroad, and it seems highly improbable that stabil-
ization can be accomplished for some time. There
can be no doubt that London and Paris are watching
the heavy American gold purchases with anxiety and
it would seem probable that measures will be adopted
by the British and French authorities to bring these
gold purchases within reasonable limits less disturb-
ing to the general foreign exchange and European
money market situation. .

While money has undoubtedly been leaving London
for New York, markets everywhere show great
confidence in London as the chief financial center
of the world, so that funds are in great abundance
there. Money rates are extremely easy in Lombard

Street, though they have firmed up fractionally
this week, greatly to the encouragement of the

discount market. Call money against bills is in
demand at 749, to 349, whereas only a few weeks
ago this accommodation could be had at 349 to
159,. Bill rates are at 31-329, to 19 for two-
months; at 1 1-169; for three and four months,
and at 1 1-16%, to 1149, for six months. Gold con-
tinues to flow to London from many parts of the
world, attracted by the high premium for the metal.
At present many of the shipments from the Far
Fast, while landed in London, are destined for
New York from the time they leave Bombay,
Calcutta and Shanghai. Most of the gold taken
from the open market is for American account,
according to well-informed London sources, though
this fact is frequently disguised in the phrase “taken
for unknown destination.” On Saturday last £960,000
of bar gold was available and taken for an “unknown
destination.” There was no premium on French
francs, as the market price was fixed in accordance
with supply and demand. On Monday £1,540,000
was similarly taken, the bulk believed to be for
shipment to the United States and the London
market reported that arrangements had been made
for shipments of gold to the United States as far
ahead as March 15. There was no premium. The
gold was disposed of on the basis of supply and
demand at the record high quotation of 140s. per
fine ounce. On Tuesday there was apparently no
gold disposed of in the open market, but the quoted
price had dropped to 139s. 3d. On Wednesday
£1,234,000 bar gold available in the open market
was taken for the United States and the price moved
down to 136s. 6d. On Thursday £1,460,000 dis-
posed of is believed to havelbeen taken for shipment
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to the United States. On Friday there was £1,100,-
000 available, the bulk of which is believed to have
been taken for shipment to the United States.
Gold bars were quoted at 137s. 4d. The Bank of
England statement for the week ended Feb. 7
shows a decrease in gold holdings of £8,826, the total
standing at £191,787,025, which compares with
£127,934,341 a year ago and with the minimum of
£150,000,000 recommended by the Cunliffe Com-
mittee. The Bank’s proportion of reserves to
liabilities is at a most satisfactory figure, standing
on Feb. 8 at 53.989,, compared with 52.059; on
Jan. 31 and with 30.999, a year ago.

At the Port of New York the gold movement for
the week ended Feb. 7, as reported by the Federal
Reserve Bank of New York, consisted of imports of
$1,200,000 from Mexico. There were no gold exports.
The Reserve Bank reported a decrease of $5,117,000
in gold earmarked for foreign account. In addition
to this the Reserve Bank reported a further decrease
of $39,589,000 in gold held under earmark for foreign
account. In tabular form the gold movement at
the Port of New York for the week ended Feb. 7,
as reported by the Federal Reserve Bank of New
York, was as follows:

GOLD MOVEMENT AT NEW YORK, FEB. 1-FEB. 7, INCLUSIVE

Imports. | Ezports.
$1,200,000 from Mexico. None.

Net Change in Gold Earmarked for Forcign Account.
Decrease $5,117,000.

A footnote to the Reserve Bank’s weekly statement
read: “In addition to the above transactions, gold
held under earmark for foreign account was reduced
$39,589,000.”

The above figures are for the week ended Wednes-
day evening. On Thursday there were no imports or
exports of the metal, or change in gold held earmarked
for foreign account. A foot note to the usual report
however, said: ‘“Imports of gold previously acquired
and included in the monetary gold stock of the
United States, $5,259,600 from France on Feb. 5,
$5,301,300 from France on Feb. 8. On Friday
$15,376,900 of gold was received, $6,858,600 from
England, $4,872,600 from Canada, $2,520,300 from
Mexico and $1,125,400 from France. There were
no exports, but gold held under earmark for foreign
account decreased $1,351,100. A note to the state-
ment said that “$22,153,900 of gold was released
from earmark .for foreign account in New York
against gold delivered abroad which was previously
acquired and included in the monetary gold stock of
the United States.” It might be added that the
value of all these transactions are figured at $35 per
fine ounce instead of $20.67.

Canadian exchange continues at a discount  in
terms of old dollar parity. On Saturday last Mon-
treal funds were at a discount of 789, on Monday at
from 349, to 749, on Tuesday at 349, on Wednes-
day at 149 to 4%, on Thursday at from 349, to
74%, and on Friday at 74% discount.

Referring to day to day rates, sterling exchange on
Saturday last was up strongly from Friday’s break.
Bankers’ sight was $4.9015@$4.941%; cable transfers
$4.907¢@$4.95. On Monday sterling was steady.
The range was $4.9314@%$4.945% for bankers’ sight
and $4.9334@$4.95 for cable transfers. On Tuesday
the pound firmed up. Bankers’ sight was $4.9514@
$4.9714; cable transfers $4.96@$4.9714. On Wed-
nesday sterling registered further advances. The
range was $4.9814@%$5.03Y4 for bankers’ sight and
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$4.9822@$5.0314 for cable transfers. On Thursday
sterling was steady. Bankers’ sight was $5.0014@
$5.017%; cable transfers $5.0034@85.0214. On Fri-
day sterling was steady, the range was $5.0014@$5.02
for bankers’ sight and $5.0114@$5.0214 for cable
transfers. Closing quotations on Friday were $5.0134
for demand and $5.02 for cable transfers. Com-
mercial sight bills finished at $5.0034; 60-day bills
at $5.0024; 90-day bills at $5.0034; documents for
payment (60 days) at $5.0034 and seven-day grain
bills at $5.017¢. Cotton and grain for payment
closed at $5.0034.

Financial

—_——

XCHANGE on the Continental countries is
easier in terms of new dollar parity. The fol-
lowing table illustrates this condition.

0ld Dollar New Dollar

Parity. Parity.
6.63

23.54

8.91

40.33

32.67

68.06

Range This Week.
6.181{ to 6.46
21.98 to 22.80
8.29 to 8.58
37.32 o 38.65
30.50 to 31.75
63.20 to 65.95

France (franc)
Belgium (belga)
Italy (lira)
Germany (mark)
Switzerland (franc)
Holland (guilder)

French francs are, of course, of paramount interest
this week because of the political disturbances and
the increase in the discount rate of the Bank of
France which was announced on Thursday. All
important announcements and comments relating
to the French riots and the political situation will
be found in our news and editorial columns. The
Bank of France rate was raised from 2149, to 37%,.
The 21459, rate had been in effect since Oct. 10 1931,
when the rate was lifted from 29, following Great
Britain’s suspension of gold. It is noteworthy
that the Bank of France announced the advance in
its rate immediately upon what appears to be the
establishment of a firmer government and ease in
political tension. It was given out in Paris that
the reason for advancing the rate was the desire to
keep pace with the money market, which has been
showing a tendency to greater hardness in the past
several weeks. The firming up of money rates in
Paris is due to a considerable degree to the con-
tinuous loss of gold by the Bank of France. Over-
night money is 2149, to 23/9%,. Private discount
rate is 2159, to 39, and loans against National
defense bonds command 3159, to 334{9,.

It is denied in Paris that the gold withdrawals
have had any part in advancing the rate. At the
time it is intimated that further hardening of money
rates is expected, which will be followed by further
marking up of the central bank rate. It is not to
be doubted, however, that the gold withdrawals
have had an important influence in the change in
the discount rate, and if they continue the rate will
undoubtedly again be marked up regardless of open
market money rates. The French are prepared to
lose a considerable amount of gold, but these with-
drawals can be made more orderly if the bank ad-
vances its discount rate to an extent which will in
no wise injure the domestic needs for rediscounting.
It seems more than ever probable that France may
be compelled, if not to abandon the gold standard,
at least to place an embargo on shipments of the metal
intended for American account and not based upon
strictly industrial and commercial requirements.
Gold has been sent from Paris to London by airplane
almost every day during the past two weeks, the
greater part of which is intended, according to re-
liable reports, for reshipment to the United States.
No reliable estimates are at present available as
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to the amount of gold being received here from
London. Up to Saturday last approximately $23,-
000,000 of French gold was on the way to New York
by way of London, all of which was consigned to New
York banks. The operations of the American ex-
change stabilization fund are kept secret. The Bank
of France statement for the week ended Feb. 2 showed
a loss in gold holdings of 194,534,608 francs (about
$12,800,000). These withdrawals do not represent
the full amount which was withdrawn for shipment
both to London and New York, as just indicated.
The next weekly statement will cover the period up
to Friday, Feb. 9. Despite the current losses in
gold, the Bank’s reserves show an improvement,
standing at 79.109, compared with 78.97% a week
earlier. The improvement in the ratio is due to a
decline in the Bank’s sight liabilities. The Bank of
France has lost approximately 5,000,000,000 francs
in gold in the last year. Total gold holdings now
stand at 76,860,453,361 francs, which compares with
81,893,916,973 francs a year ago. The Bank’s legal
reserve requirement is 359%,.

German marks are easier in terms of the new dollar.
Mark exchange is largely nominal owing to the strict
control exercised by the Reichsbank. A recent