The Financial Situation

T is now obvious that we are threatened with a
whirlwind in labor relations, the seeds of which
we have been sedulously sowing during the past
year. The situation in Toledo has grown distinctly
worse during the past week. We do not read of so
many casualties now as at first or such serious mis-
haps, but the original impasse apparently remains
without amelioration, and labor groups other than
those formerly involved are now apparently about

alarmed by the Weirton decision which shows the
courts will not be stampeded into drastic interference
with the orderly processes of business and law, are
making vague but ominous threats. The assurances
of the President concerning labor representation
given upon the recent announcement of a revision
of the steel code seem not to stay their inclination
to make trouble. Here, too, the facts of the situation
almost inevitably suggest that general discontent

to be drawn into the maelstrom.

dispatches indicate a dis-
tinet possibility of a general
strike, imperiling the lives
and health of the entire
population of that city. All
this despite the fact that, so
far as the average man can
determine, there is no funda-
mental issue at stake. The
atmosphere seems to have
become surcharged with gen-
eral discontent on the part
of employees—a condition
which is no doubt unwar-
ranted in most cases, but
nevertheless dangerous.

Pay Without Work?

Al‘ this time the textile
workers are making
threats that must be taken
seriously. Their demands
are somewhat remarkable
even for protesting unions.
The occasion of their com-
plaints is the agreement re-
cently approved by General
Johnson under which the
rate of operations is sched-
uled to be reduced 259, for
90 days. The unions appar-
ently demand that the com-
panies in question continue
to operate at the existing
rate without regard for the
ever increasing stocks of un-
sold goods, or else pay their
present forces wages as
though they were thus oper-
ating. Inshort, the workers

Indeed, current

Returning Common Sense

Recent weeks, while bringing a steadily
increasing flow of labor disturbances, and
although productive of several other fresh
perplexities and uncertainties, have none
the less given certain encouragement to a
number of thoughtful students of the
trends of the time.

This somewhat more hopeful frame of
mind is largely the result of what seems
to be the distinctly greater disposition of
a very substantial proportion of the people
to do their own thinking about what ought
and what ought not to be done in order to
bring order and progress out of existing
chaos, and, furthermore, to let their
opinions be known.

Certainly the country would be better
off for a further development of an openly
and intelligently critical attitude toward
much that is taking place in Washington
and elsewhere, but observable progress has
been made in this direction.

There have been several occasions when
evidence of more independence of mind
appeared during the past week. The de-
cision of the Supreme Court that the
State of Arkansas could not set the Con-
stitution aside at its discretion is a case
in point, as was the refusal of the district
court in Wilmington to allow itself to be
stampeded into hasty action in the so-
called Weirton case. The admirable and
at least partially successful struggle of
Senator Byrd against further drastic en-
largement of the powers granted to the
Executive arm of the Government in the
Agricultural Adjustment Act was another.

The greater independence of mind in
Congress, although as often as not badly
misdirected, is on the whole an encourag-
ing phenomenon. Most helpful of all, per-
haps, is the rather continuous flow of more
outspoken addresses, statements, resolu-
tions and other forms of expression by
business men and other leaders who until
recently apparently thought it bad taste
or unwise strategy to have anything of
consequence to say in public.

born of unfortunate national policies of the pasty r

is at the root of the trouble.

It is of the utmost im-
portance to observe that
most of these controversies
have to do not with wage
rates, or hours of employ-
ment that are alleged to be
unduly onerous, nor yet with
other working conditions
thought to be unjust. Wage
earners generally are now
asking for concessions they
never before have seriously
sought, at least to the ex-
tent they are now being de-
manded, and, ill advised,
are doing so at a time when
business is not expanding
but undeniably contracting
day by day. The real diffi-
culty is that labor was prom-
ised, in effect, the earth
and all things on it by over-
ambitious politicians. Those
promises are not being ful-
filled to-day and cannot be.

Courts Give Encourage-
ment

ANER elements in the
business community
have found encouragement
in two court decisions during
the past week. The first
and by far the more im-
portant declared unconsti-
tutional an Arkansas State
law which had undertaken
to declare a moratorium on
liens on life insurance poli-

The power of State legislators to impair con-

are not willing to accept less than their present weekly cies.

income; they contend that the mills should pay
them that much whether they earn it or not. It
is almost inconceivable, or would have been in
former years, that labor unions in this country
would dare seriously to make any such demands.
Yet absurd as the situation is it now has every
appearance of causing prolonged interruptions of
work and probably other difficulties arising there-
from if the demands of the workers are not in sub-
stantial part met.

Unrest in the Steel Industry

The long-smoldering discontent in the steel indus-
try is no less threatening, if it is safe to place de-
pendence on dispatches from the territories involved
and from Washington. The labor unions, apparently

tracts despite provisions to the contrary in the
Constitution of the United States was in this case,
as in the Blaisdell case (concerning the Minnesota
moratorium on real estate mortgages), the question
at issue. This same tribunal had in the Minnesota
case not long ago raised the question in the minds
of thoughtful people whether the provision of the
Constitution prohibiting any State from “passing
any law impairing. the obligation of contracts’” longer
had any meaning of consequence. The highest
court in the land now definitely asserts that only
within certain limits will it permit States to nullify
the plain meaning of the words just quoted.

To the mind of the average man the fine distinction
between the Arkansas law and the Minnesota law
drawn in the opinion now handed down is as unten-
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able as it was to the four justices dissenting in the
earlier Minnesota case. The Chief Justice, who
wrote the opinion of the Court, declares: “In the
case of Blaisdell, we sustained the Minnesota Mora-
torium Law in the light of the temporary and con-
ditional relief which the legislation granted. We
found that relief to be reasonable from the stand-
point of both the mortgagor and the mortgagee and
to be limited to the exigency to which the legislation
was addressed.

“In the instant case, the relief sought to be afforded
is neither temporary nor conditional. In placing
insurance moneys beyond the reach of existing
creditors, the Act contains no limitation as to time,
amount, circumstances or need. We find the legis-
ation, as here applied, to be a clear violation of the
constitutional restriction.”

Financial

A Devastating Reply

Referring to the Minnesota case Justices Suther-
land, Van Devanter, McReynolds and Butler, in a
dissenting opinion, controverted this view with much
force, as follows: “We were unable then, as we are
now, to concur in the view that an emergency can
ever justify, or, what is really the same thing, ever
furnish an occasion for justifying, a nullification of
the constitutional restriction upon State power in re-
spect of impairment of contractual obligations.
Acceptance of such a view takes us beyond the fixed
and secure boundaries of the fundamental law into
a precarious fringe of extra-constitutional territory
in which no real boundaries exist. We reject as un-
sound and dangerous doctrine, threatening the sta-
bility of the deliberately framed and wise provisions
of the Constitution, the notion that violations of
these provisions may be measured by the length of
time they are to continue or the extent of the infrac-
tion, and that only those of long duration or of large
importance are to be held bad.”

It would be comforting indeed if these latter words
had been those of the majority of the Court. The
doctrine set forth by the majority in the Minnesota
case has undoubtedly appealed to the informed
public as not only contrary to the overwhelming
weight of authority but in violation of the obvious
meaning and intent of the Constitution. It has like-
wise appeared to all thoughtful men as one of
serious hazard as well as of gross injustice. It may
be too much to hope that the minority opinion in the
Minnesota case has now really again become the
doctrine of the Court. The consummation is one
devoutly to be wished.

Would Not Be Stampeded

The other decision that has attracted widespread
attention during the past week, that of Justice
Nields in the Wilmington Federal District Court,
while arriving at no decision upon important public
questions, gives evidence at least that the courts will
not be coerced into taking exceptional action in
haste to support the program of the Government at
Washington. Here the Government asked for an in-
junction against the Weirton Steel Company re-
straining the company from certain acts alleged to
be in violation of the labor provisions of the National
Industrial Recovery Act. The Court was obliged to
point out that the so-called Norris-LaGuardia Anti-
injunction Act forbade the granting of such injunc-
tions in circumstances such as those here prevail-
ing—this, in addition to some other reasons for de-
clining to grant the injunction sought, which do not
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concern our present topic. What is perhaps of most
interest is the statement of the Court that “there
are serious and intricate questions of law involved,
particularly the question as to the constitutionality
of the National Industrial Recovery Act.” The
Court would undertake to make no snap judgments
concerning the latter question, for which position it
is to be applauded.

NRA Liquidation and Readjustment

ONFIRMING previous semi-official promises, the
President at the beginning of the week by Bx-
ecutive Order directed that “all provisions in codes
of such service trades or industries as shall hereafter
be designated by the Administrator for National Re-
covery be hereby suspended until further orders, ex-
cept provisions governing child labor, maximum
hours of work and minimum rates of pay” and cer-
tain other mandatory provisions having to do with
labor matters. Thus the Recovery Administration
initiated its program of liquidation, retrenchment
and readjustment which for a long time past had
been obviously necessary.

The action of the President was followed on Mon-
day by an administrative order from the pen of
General Johnson effectively ending the so-called
“fair trade practices” embodied in the codes of the
motor vehicle storage and parking, bowling and bil-
liard, barber shop, cleaning and dyeing, shoe repair-
ing, advertising display installation, and the adver-
tising distribution trades. These provisions can he
restored to effectiveness only by action on the part
of 85% of the members of any given trade in any
locality, provided the consent and approval of the
National Recovery Administration itself is obtained.

New Steel Code

On Wednesday the third important step of the
week in this connection was taken when the Presi-
dent by Executive Order approved an amended code
for the iron and steel industry to take effect on
June 11 in place of the Code now prevailing in

that industry. Simultaneously with this action on
the part of the President a summary of the provi-
sions of the new code was made public by General
Johnson, as was certain statistical and other in-
formation concerning the industries in question de-
signed to refute charges made by Mr. Darrow and
others. Details as to these matters are to he found
elsewhere in this issue. Suffice it to say here, first,
that changes made in the code for thig industry and
certain of the recommendations to the President in
connection therewith plainly imply admission by
the authorities of at least a part of the charges that
have been leveled at this particular agreement—im-
plied admissions the force of which is not greatly
diminished by the presentation of partial statistical
evidence in refutation; and, secondly, that the grip
of governmental control upon the industry seems if
anything to have been tightened by the alterations
thus effected.

It is of course obvious that the Recovery Adminis-
trator and the President will be obliged to go a good
deal farther than they have so far gone if the affairs
of the National Recovery Administration are to be
brought within the bounds of practicability. Its
program as it now stands, with its infinitude of
provisions in almost numberless codes designed to
control the daily life of millions of people, is un-
workable as well as actually injurious to business,
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thus defeating its own purpose. The sooner we con-
clude to put a definite end to the whole National Re-
covery Administration experiment as it is now con-
ducted, the better for all concerned. We could then
begin afresh to deal with the very real problems to
which the Recovery Act attempted to address it-
self if and when a feasible plan for such purposes is
formulated. Let us not, however, depreciate the
effectiveness of legislation in abolishing such evils
as child labor and sweatshop conditions. These,
while dealt with among the first of the decrees of
the National Recovery Administration, are not fur-
ther affected by the new code.

The Stock Market Control Bill

HE Conference Committee draft of the National
Securities Exchange measure is now appar-
ently definitely slated for passage without change.
The opposing forces in the House and the Senate ap-
pear to have been pacified by the compromises ef-
fected, and the present draft is said to meet the
approval of the President. The appearance of the
full text of this draft of the proposed law during the
latter part of the week has provided the financial
community with the basis for a considerable amount

of work in endeavoring to discover just how the .

legislation is likely to affect many branches of busi-
ness and finance. Full information on the subject
is not likely to be forthcoming for some time. The
measure is not only broad in scope and comprehen-
sive in detail, but complex and in a good many
points obscure. The obscurities will doubtless be the
subject of much annoyance during the coming weeks
as the details of the measure become familiar to
practical business men and as effort is made to apply
the terms of the measure to daily transactions.
Moreover there are profound legal questions in-
volved which are not likely to be settled without
extended court proceedings. Then of course it is
utterly impossible to know just what may and what
may not transpire under the terms of this measure
until such time as the new commission is organized
and has made public details of the rules and regula-
tions that will govern. From one end to the other,
the law will for practical purposes signify what the
Federal Reserve Board and the new Securities and
Exchange Commission determine it should.

Extraordinary Powers Granted

Indeed it is this extraordinary grant of power,
given with the definite expectation by Congress that
it shall be exercised in rigorous fashion, that is per-
haps the chief objection to the measure as it now

stands. This is the more true since the Commission
is granted authority not only over the stock market,
but over a variety of allied operations and in very
substantial degree the large and varied number of
corporations whose issues are bought and sold in the
financial markets. Not only technical matters con-
cerned with methods of trading and the like, not
only the operations of the exchanges as business
units, and not only practices of individuals and firms
accustomed to doing business on the exchanges and
in the over-the-counter markets, but also officers,
directors, accountants and even substantial stock-
holders of corporations whose securities are listed
are subject to the dictatorial regulations of the Com-
mission.

There are in this measure as in the Securities
Act of 1933 provisions that impose serious liabilities
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which are not usual and certainly not heretofore
contemplated in our system of law and government.
These civil liabilities may well prove exceedingly
serious if the Commission is not both moderate and
wise in the rules and regulations it frames, since
at several vital points liability is imposed upon a
number of groups, in connection with transactions
effected in contravention of such rules and regula-
tions, which may render certain types of transac-
tions too risky to be undertaken and may also make
it very difficult for certain individuals and firms to
ascertain in advance just what liabilities they are
assuming.
Amendments Inadequate

As to the much discussed amendments to the
Securities Act of 1933, they are totally inadequate
to the demands of the existing situation, far less
effective than they were before the “slight verbal
change” made by Senator Fletcher in the course of
the bill’s passage through the Senate. Instead of
the general requirement that a plaintiff in a damage
suit alleging a faulty registration statement must
show reliance upon such statement, we find only a
provision that “if such person acquired the security
after the issuer has made generally available to its
security holders an earning statement covering a
period of at least twelve months beginning after the
effective date of the registration statement, then the
right of recovery under this sub-section shall be con-
ditioned on proof that such person acquired the
security relying upon such untrue statement in the
registration statement or relying upon the registra-
tion statement and not knowing of such omission,
but such reliance may be established without proof
of the reading of the registration statement by such
persons.”

Another amendment, after fixing the damages
that may be recovered in such cases in relation to
market prices, provides “that if the defendant proves
that any portion or all of such damages represents
other than the depreciation in value of such security
resulting from such part of the registration state-
ment, with respect to which his liability is asserted,
not being true or omitting to state a material fact
required to be stated therein or necessary to make
the statements therein not misleading, such portion
of or all such damages shall not be recoverable.”
Otherwise the changes are largely in the nature of
clarification of the wording of the existing statute
and in most cases give definite effect and permanent
force to rulings already made by the Federal Trade
Commission.

Perhaps special mention ought to be made of the
provision that permits, but does not require, the
courts in damage suits to assess reasonable attor-
neys’ fees upon the losing party litigant and to re-
quire an undertaking in advance for the payment of
such costs, a provision which may or may not have
a deterring effect upon those who are too ready to
initiate such court actions.

A Wise Retreat

ISPATCHES from Washington early in the
week indicated that the Administration was
inclined to retreat from the position it had taken re-
garding the need of granting more extensive, perhaps
more hazardous, powers to the Secretary of Agri-
culture in his efforts to install a system of “man-
aged agriculture” in this country. Retreat was, and
for that matter still is, most distinetly in order.
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This business of establishing what amounts to dic-
tatorships, one after the other, in Washington, and
of ever and anon adding to their unprecedented
powers has gone quite far enough—much too far, as
a matter of fact.

As to the situation in respect to the bill now under
discussion, the case has been most admirably summed
up by the New York “Times” in an editorial on
Wednesday morning. The public would be well ad-
vised to consider very carefully the following mod-
erately phrased editorial expression from that news-
paper:

“Officials of the AAA have shown good judgment
in consenting to forego some of the new powers
which they had asked of Congress. The law which
they administer is already far-reaching in scope,
overzealous in its aims and topheavy with authority.
It began primarily as an act to establish a system
of voluntary crop control over seven ‘basic’ farm
commodities: wheat, cotton, corn, hogs, rice, to-
bacco and dairy products. To this list, embodied in
the law originally adopted in May of last year, Con-
gress added recently beef and dairy cattle, flax, grain
sorghum, barley, rye and peanuts. Then came the
Bankhead bill, substituting compulsion for volun-
tary methods of control in the case of cotton. Finally,
Congress was asked to give the AAA power to im-
pose other quotas and to prohibit the handling of
any agricultural commodity without a license is-
sued ‘upon such terms and conditions as the Secre-
tary of Agriculture may deem necessary’ to the pur-
poses of the law.

“Appearing before a Senate committee early this
month, Secretary Wallace argued, despite his own
instinctive distaste for ‘regimentation,’ that au-
thority of this sort is necessary if the AAA is to
carry out the instructions of Congress. If this be
true it would be well to change the instructions.
The AAA is already involved in endless details and
exposed to heavy risks. It has yet to prove that
either voluntary or compulsory methods can curtail
a major crop, as distinguished from the acreage
planted with it, or to show that curtailment will
restore farm prices to the pre-war level which Con-
gress chose to represent ‘parity’ for agriculture. The
new powers for which request was made would
enormously increase the responsibilities of the AAA,
its vulnerability to political attack and its oppor-
tunity to make mistakes.”

Rugs as an Example

HE recent action of the President in exercising
his powers under the National Industrial Re-
covery Act to impose substantial “fees” upon, for
example, the importation of cotton rugs, as an-
nounced somewhat less than a week ago, is of in-
terest and significance far beyond the boundaries
of the cotton textile industry. It appears, accord-
ing to the official statement of the Tariff Commis-
sion, that the importation of such rugs into this
country during 1933 rose to 1,074,000 square yards
from 472,000 square yards in 1932, and so greatly
handicapped were American producers by the sundry
costs of the codes of fair competition and other acts
of the Federal Government designed to bring a re-
turn to prosperity that this action, contrary to one
of the first principles of the Democratic party and
of questionable benefit to the country as a whole,
was found necessary in order that our producers
might market their products.
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Accordingly the President, acting upon the advice
of the National Recovery Administration and in ac-
cord with the findings of the Tariff Commission,
simply raised the rates of duty upon all importa-
tions of cotton rugs into this country. The Tariff
Commission at the same time announced that an
agreement had been reached with Japanese exporters
under which the latter will definitely limit their
sales of such rugs to this country during the next
year. The increase in duty, or what amounts to the
same thing, thus imposed amounts in one case to
150% of the present impost.

A spokesman for the cotton textile industry in a
public statement states that the action thus taken
“will be interpreted by the industry as showing that
the President is fully conscious of the peril to Ameri-
can labor and American industry resulting from un-
controlled importation from countries whose stand-
ards of living are lower than ours, and whose indus-
tries operate without codes and without limitation
of hours or minimum wages.”

Conflicting Policies

As to why the President, if he is really aware of
all this, is insistently urging Congress to endow him
with authority to “bargain” with other countries
about tariff rates and similar matters, presumably
in an effort to promote international trade, the de-
ponent sayeth not. If the President hasnot all along
recognized the fact that his domestic program, in-
volving as it does at almost every step rising costs
of production, is in sharp and fundamental conflict
with the encouragement of export trade, he has been
very nearly alone in that respect. Certainly the
business world has been keenly conscious of it from
the first, as it has been of the additional point that
practically the whole so-called recovery program
exposes domestic manufacturers to unfair competi-
tion by foreign producers so far as the disadvantages
thus imposed are not offset by other artificial
barriers to importation into this country.

The action regarding cotton rugs neither resolves
this fundamental conflict in American policy nor
offers an indication of what the President might
find it feasible to do about existing tariffs if and
when Congress votes him power to proceed as he
wishes. Cotton rugs have thus supplied an excellent
illustration for those who would inculcate common
sense in respect of such questions, Other examples
of the kind will probably be all too plentiful in time
if the Recovery Program is put into effect as is now
planned.

The Federal Reserve Bank Statement

NLY small changes are recorded this week in the
combined condition statement of the twelve
Federal Reserve banks, with the tendencies in all re-
spects quite similar to those in evidence previously.
In the period from May 23 to May 30 the Treasury de-
posited or sold to the banks $14,447,000 of the gold
certificates which have replaced the physical owner-
ship of the metal under the devaluation procedure of
last January. There are no perceptible indications in
the figures of activity on the part of the Treasury
in connection with the exchange stabilization fund,
but the evidence on this point is not conclusive as
small changes in Treasury and other deposits with
the Reserve banks might easily cloak some further
unusual transactions such as purchases of gold or
silver. The additional gold certificates appear to
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reflect actual imports of the metal and production
of American mines, and in this respect also the
changes seem to be nothing unusual.

Sales or deposits of gold certificates increased the
total of such holdings by the banks to $4,648,031,000
on May 30, as compared to $4,633,584,000 on May 23.
Other cash decreased in about the same amount, so
that total reserves of the banks remained virtually
unchanged at $4,901,685,000, as contrasted with the
earlier figure of $4,901,649,000. Borrowings by mem-
ber banks continued their slow decline, the discounts
dropping to $33,700,000 on May 30 from $34,251,000
on May 23. Reserve bank holdings of acceptances
were very slightly lower at $5,178,000, against $5,-
263,000, while holdings of United States Government
securities also reflected only a nominal change, the
figure now being $2,430,154,000 against $2,430,-
200,000. Federal Reserve notes in actual circulation
increased to $3,051,604,000 from $3,038,297,000, ap-
parently in response to the usual holiday require-
ments for currency, while the net circulation of Fed-
eral Reserve bank notes declined further to $60,-
422,000 from $61,439,000. Member bank reserve de-
posits were off to $3,762,920,000 from $3,767,269,000,
and there was likewise a decrease in the group known
as other deposits. With total reserves unchanged,
offsets were provided by the modest increase in
circulation and the small decrease in deposits, so
that the ratio of total reserves to combined deposit
and note liabilities was unchanged at 69.0%.

Corporate Dividend Declarations

DIV IDENDS declared by corporate entities this

week include many of a favorable nature.
Hercules Powder Co. increased to 75c. a share the
quarterly dividend payable on the common stock
June 25; three months ago 50c. a share was paid,
while in previous quarters, Sept. 1932 to and includ-
ing Dec. 1933, 3714c. a share was paid, with an extra
of T5c. a share on the latter date. St. Joseph Lead
Co. declared a dividend of 10c. a share on the capital
stock payable June 20 ; this is the first distribution
since March 21 1932 when 15c. a share was paid.
Houdaille-Hershey Corp. declared $1.25 a share on
account of accumulations on the $2.50 cumul. conv.
class A stock, payable June 12; this is the first pay-
ment on the issue since the last regular quarterly
dividend was paid April 18 1932. On the other hand
the Equitable Office Building Corp. reduced the
quarterly dividend on the common stock to 10c. a
share to be paid July 2; this compares with 25c. a
share in the preceding quarters.

Foreign Trade in April

HE foreign trade statement, showing the value of
merchandise exports and imports of the United
States, is becoming somewhat mixed. April exports
were valued at $179,444,000 and imports at $146,-
517,000, an export trade balance for the month of
$32,927,000. With the exception of March, both ex-
ports and imports were the highest of the year. Ex-
ports in April were $11,571,000 smaller than those
for March. This reduction was almost wholly in raw
cotton, the decline in the value of that commodity in
April, as compared with the preceding month, being
$10,225,000.
In April of last year both exports and imports of
merchandise were at a very low level. Exports in
that month were valued at $105,217,000, the lowest
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for any month for many years, except the preceding
February. The same was true as to merchandise im-
ports in April 1933, which amounted to $88,412,000.
This was the lowest for any month in many years,
excepting only the preceding February and July
1932. With economic conditions as they were a year
ago, a heavy restriction in merchandise movements
of all kinds was not to be wondered at.

Merchandise exports for the 10 months of the cur-
rent fiscal year were valued at $1,711,152,000, and
imports at $1,430,061,000, the excess of exports being
$281,093,000. For the same period in the preceding
fiscal year the value of merchandise exports was
$1,206,340,000 and imports $939,014,000, the export
trade balance in those 10 months being $267,326,000.
The ratio of the export trade balance for the 10
months of 1933-34 to the value of imports was 19.3% ;
for the preceding fiscal year it was 28.5%. For April
this year the ratio, computed on the same basis, was
20.5%, practically the same as for the 10 months of
the current fiscal year. In both comparisons for the
current year the showing might be considered less
satisfactory than that for the preceding year. Ex-
ports for the current fiscal year to date exceed those
for the same period in the preceding year by a ratio
of 41.8% ; for April this year the increase over that
month in 1933 was 70.5%. Likewise as to imports,
for the 10 months of the current fiscal year, the in-
crease over the same period of the preceding fiscal
year was 46.1%. April imports this year were larger
than those of April 1933 by 65.7%.

Exports of cotton last month amounted to 402,167
bales, against 567,196 bales in March and 451,725
bales in April 1933. It was in the value of cotton ex-
ports that the great variation continues to appear—
$24,458,700 last month, $34,683,200 in March, and
only $16,935,000 in April 1933. The increase in the
value of cotton'exports in April this year, for a re-
duced quantity, over that for April 1933 was 46.8%.
For exports other than cotton last month the value
was higher than a year ago by 75.6%. The Depart-
ment of Commerce takes occasion to state that the
comparison in the foreign trade figures with April
1933 takes no account of the reduced value of the dol-
lar in terms of foreign currencies. That cannot be
the case with cotton, and it is not the case with the
specie movement.

On the basis of the new high price for gold, the
foreign movement of that metal last month was some-
what lower than in the two preceding months. Gold
imports in April were $52,279,000, and exports only
$37,000. Gold imports for the 10 months of the cur-
rent fiscal year were valued at $744,228,000, at the
new high price, against $396,058,000 at the old price,
in the same period of the preceding fiscal year; ex-
ports on the same basis were, respectively, $277,-
795,000 in 1933-34 and $108,088,000 in 1932-33. Sil-
ver imports last month were slightly higher, at
$1,955,000, and exports, $1,425,000.

The New York Stock Market

XTREME apathy again marked the dealings on
the New York stock market this week, while

the trend of prices was toward lower levels in most
sessions. The accentuated dulness already was in
evidence last week, when records had to be searched
for 10 years back in order to find indications of
similarly quiet markets. There was no improvement
in the current week, but rather an even more marked
disinclination of traders and investors to engage
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in activities. This was due in part to the interrup-
tion of dealings in observance of Memorial Day,
which fell on Wednesday. Turnover of shares on the
New York Stock Exchange was only 614,680 shares
on Monday, but in the pre-holiday session on Tuesday
the figure dropped to only 379,232 shares, or the
smallest turnover since June 2 1924. Indicative of
the dulness in that session is the fact that only 100
shares of American Telephone & Telegraph stock
were traded throughout the day, although the issue
is regarded as the most widely distributed of all.
Resumption of transactions on Thursday did not
bring much improvement, and yesterday also was
dull.

Passage of the Stock Exchange control bill was
completed by Congress yesterday, and the imminence
of this control was an important factor in the small
volume of dealings this week. Congressional con-
sideration of the dubious silver bill contributed to
the discouragement felt by financial circles. Reports
of labor disturbances again are occupying a promi-
nent place in the news, and the expectation of wide-
spread strikes in important industries now is gen-
eral. The drouth situation in the West again has
become very serious, moreover, and graing have
moved forward sharply in consequence. The im-
provement in grain quotations was not a bullish
factor, since it is evident that the purchasing power
of the farmers concerned will be sharply curtailed
and may involve unfortunate consequences for our
economy as a whole. After a moderate advance in
stock quotations last Saturday and Monday, prices
of equities turned weak and recessions were general
in the sessions on Tuesday, Thursday and yesterday.
The only group movement of consequence occurred
Thursday, when steel shares dipped rather sharply
on strike reports. Almost all important stocks were
off for the week, and in some instances the lowest
prices of the year were recorded.

The listed bond market was uncertain, but some-
what more active than the equities division. United
States Governmentand other gilt-edged bonds tended
to advance, owing to the pressure of available in-
vestment funds and the small amount of new issues.
The latter are confined largely to tax exempt bonds,
as corporate issues have ceased almost entirely under
the securities act. Bonds with a speculative tinge
followed the course of equities and in most instances
lost ground. Foreign exchange markets were quiet
with the dollar persistently strong, and French
francs dipped yesterday to the point where ship-
ments of gold from Paris to New York are profitable.
Business indices available this week were not defi-
nitely favorable or unfavorable, and the desire of
traders and investors to await further signs of the
trend doubtless made for dulness in securities.
Foreign trade statistics for April showed a tendency
toward decreased exchanges. Steel making opera-
tions for this week, as estimated by the American
Iron & Steel Instituute, improved to 56.1% of capa-
city for the week beginning May 28, or an increase
of 1.9 points from last week. Electric power pro-
duction in the United States, reported for the week
ended May 26 by the Edison Electric Institute, was
1,654,903,000 kilowatt hours, or 5,133,000 kilowatt
hours more than in the preceding week. Carload-
ings of revenue freight for the week ended May 26
amounted to 624,567 cars, compared with 611,142
cars or 2.2% more than the previous week, according
to the American Railway Association.

Financial
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As indicating the course of the commodity mar-
kets, the July option for wheat in Chicago closed
yesterday at 10214c. as against 913/c. the close on
Friday of last week. July corn at Chicago closed
yesterday at 59c. as against 54%4c. the close on Fri-
day of last week. July oats at Chicago closed yester-
day at 4514c. as against 379ec. the close on Friday
of last week. The spot price for cotton here in New
York closed yesterday at 11.55c. as against 11.50c.
the close on Friday of last week. The spot price for
rubber yesterday was 12.94c. as against 12.30c. the
close on Friday of last week. Domestic copper re-
mained unchanged at 8%4c., the same as on Friday
of previous weeks. The silver market was a rather
dull affair the present week, with lower prices pre-
vailing. The action taken by the House on Thursday
in passing the silver bill by a wide margin reacted
unfavorably on silver prices. In London the price
yesterday was 1915 pence per ounce as against
19 9/16 pence per ounce on Friday of last week, and
the New York quotation yesterday was 44.92¢. as
against 45.00c. on Friday of last week. In the matter
of the foreign exchange, cable transfers on London
yesterday closed at $5.0634 as against $5.0934 the
close on Friday of last week, while cable transfers
on Paris closed yesterday at 6.58c. as against 6.61c.
the close on Friday of last week. On the New York
Stock Exchange 13 stocks reached new high figures
for the year, while 33 stocks touched new low levels.
On the New York Curb Exchange 14 stocks touched
new high levels for the year, while 26 stocks touched
new low levels. Call loans on the New York Stock
Exchange remained unchanged at 1%.

On the New York Stock Exchange the sales at
the half-day session on Saturday last were 279,300
shares; on Monday they were 614,680 shares; on
Tuesday, 879,232 shares; Wednesday (being Me-
morial Day and a holiday) the Exchange was closed ;
on Thursday they were 438,420 shares, and on Fri-
day, 626,949 shares. On the New York Curb Ex-
change the sales last Saturday were 49,195 shares;
on Monday, 138,005 shares; on Tuesday, 125,965
shares; on Thursday, 106,696 shares, and on Friday,
112,690 shares.

As compared with Friday of last week, prices are
quite generally lower. General Electric closed
yesterday at 1995 against 1995 on Friday of last
week ; North American at 1614 against 167 ; Stand-
ard Gas & Elec. at 934 against 10 ; Consolidated Gas
of N. Y. at 31545 against 327 ; Pacific Gas & Rlec. at
1634 against 17; Columbia Gas & Elec. at 1214
against 13; Electric Power & Light at 514 against
5% ; Public Service of N. J. at 35 against 36; J. L.
Case Threshing Machine at 4714 against 5034 ; Inter-
national Harvester at 3034 against 311/ ; Sears, Roe-
buck & Co. at 3834 against 4134 ; Montgomery Ward
& Co. at 2334 against 2474; Woolworth at 487
against 50 ; Western Union Telegraph at 4214, against
4375 ; Safeway Stores at 4673 against 4814 ; Amer-
ican Tel. & Tel. at 11214 against 114 ; American Can
at 921 against 94; Commercial Solvents at 2114
against 229/ ; Shattuck & Co. at 9% against 934, and
Corn Products at 6314 against 68,

Allied Chemical & Dye closed yesterday at 13214
against 132 on Friday of last week; Associated Dry
Goods at 1214 against 1214 bid; E. I. du Pont de
Nemours at 82 against 85; National Cash Register
“A” at 1514 against 15%%; International Nickel at
25 against 2634; Timken Roller Bearing at 2734
against 2914 ; Johns-Manville at 46 against 4834 ;
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Gillette Safety Razor at 1014 against 1095 ; National
Dairy Products at 1634 against 1675; Texas Gulf
Sulphur at 3314 against 337 ; Freeport-Texas at 39
against 3974 ; United Gas Improvement at 1593
against 153/ ; National Biscuit at 3334 against 3394
Contmental Can at 7334 against T4145; Eastman
Kodak at 93%% against 95; Gold Dust Corp. at 1834
against 1935; Standard Brands at 1935 ex-div.
against 1955 ; Paramount Publix Corp. ctfs. at 434
against 475; Westinghouse Elec. & Mfg. at 3254
against 3373 ; Columbian Carbon at 65 against 6614 ;
Reynolds Tobacco class B at 4315 against 431%;
Lorillard at 17 against 1714 ; Liggett & Myers class B
at 94 against 9315; Yellow Truck & Coach at 41/
against 454 ; Owens Glass at T4 against 743/ ; United
States Industrial Alcohol at ‘39% bid against 3914 ;

Canada Dry at 2094 against 22; Schenley Distillers
at 2534 against 269%4; National Distillers at 2434
against 24745 ; Crown Cork & Seal at 251/ against 2(»
bid, and Mengel & Co. at 73/ against 734.

The steel stocks continued to parﬁcipate in the
downward movement. United States Steel closed
yesterday at 38145 against 4014 on Friday of last
week ; United States Steel pref. at S0 against 85;
Bethlehem Steel at 3014 against ¢ 3316, and Vanadium
at 1814 against 193/ bid. In the motor group, de-
clines again prevailed. Auburn Auto closed yester-
day at 34 against 3454 on Friday of last week ; Gen-
eral Motors at 30 against 3234; Nash Motors at
1635 against 167g; Chrysler at 3814 against 381/ ;
Packard Motors at 375 against 4; Hupp Motors at
3% against 3%, and Hudson Motor Car at 123
against 1335. In the rubber group, Goodyear Tire &

Rubber closed yesterday at 2614 against 2914 on
Friday of last week; B. F. Goodrich at 1254 against

1414, and United States Rubber at 18 against 19.

The railroad list shared in the downward course

of the market. Pennsylvania RR. closed yesterday
at 29 against 301 on Friday of last week ; Atchison
Topeka & Santa Fe at 5314 against 547 ; Atlantic
Joast Line at 381/ against 401%; New York Central
at 2675 against 281/ ; Baltimore & Ohio at 217
against 2315 ; New Haven at 1454 against 15; Union
Pacific at 11934 against 1221%5; Missouri Pacific
at 4 against 41/ bid; Southern Pacific at 2034
against 22; Missouri- Ixansas Texas at 874 against
9% 3 Southern Railway at 23%% against ‘)o Chesa-
peake & Ohio at 4514 against 451/ ; Northern Pacific
at 223 against 25, and Great Northern at 19
against 21.

The oil stocks show losses for the week. Standard
Oil of N. J. closed yesterday at 4214 against 421/
on Friday of last week ; Standard Oil of Calif. at 32
against 3214, and Atlantlc Refining at 24 against
24%. 1In the copper group, Anaconda Copper closed
vesterday at 1314 against 14145 on Friday of last
week ; Kennecott Copper at 1834 against 1954 ; Amer-
ican Smelting & Refining at 37 against 3914 ; Phelps
Dodge at 15 against 161/ ; Cerro de Pasco Copper at
3334 against 3475, and Calumet & Hecla at 414
against 41/,

European Stock Exchanges

RADING was extremely quiet this week on stock
markets in the leading European financial
centers, and the trend remained irregular. The
Buropean exchanges are almost as dull and color-
less as our own markets, notwithstanding some
favorable indications of continued business recovery.
Although the termination of the Berlin transfer
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conference was eagerly awaited in all markets, no
enthusiasm followed the announcement of an agree-
ment, Tuesday. The inconclusive nature of the ar-
rangement made it a disappointment everywhere.
Reduction of the Bank of France discount rate,
Thursday, from 3 to 214 %, was accepted as an over-
due recognition of increasing monetary ease in
France, and the Bourse actually declined after the
measure was taken. IExchange restrictions in Italy
and new foreign trade regulations in Germany oc-
casioned much concern and contributed to the dull
tonein the securities markets. ‘The uncertain factors
outweighed such favorable indications as further
improvement in employment in the United Kingdom.
Ministry of Labor figures published Monday show
that the lists of unemployed declined 57,814 from
last month’s total, with the aggregate now 2,090,371
Improvement in the capital equipment industries is
perhaps the most notable feature of the current
situation in Britain. The capital issues market in
London remains receptive to new flotations, and an
issue of £10,000,000 Canadian Government 314 %
bonds was quickly oversubscribed when lists were
opened Monday morning. Business trends in France,
sermany and Italy are less favorable than in Eng-
land, and it is perhaps instructive that governmental
intervention in all the Continental countries has
been carried to unexampled lengths, whereas British
trade is comparatively unfettered.

The London Stock Exchange was quiet as trading
started last Monday, with attention centered on the
new £10,000,000 Canadian loan. British funds were
uncertain after a steady opening, while most of the
industrial stocks pursued an irregular course. South
African gold mining issues came into new favor and
some stocks soared to high records. Tuesday’s ses-
sion was again inactive, with British funds slightly
lower and profit-taking prominent in many indus-
trial stocks. Dealings were started in the Canadian
loan at a small discount, which depressed the gilt-
edged market. Gold mining issues improved further,
and some advances were noted in the international
section. A better demand for British funds was
noted Wednesday, but industrial stocks remained
uncertain. Gold mining issues were active and
higher, while international issues were dull with the
exception of German Government loans, which
moved sharply higher on their exclusion from trans-
fer restrictions. Thursday’s trading was on a small
scale, with British funds dull and industrial stocks
irregular. The activity in gold mining shares was
continued despite a drop in the price of gold at
London. Agitation in Germany for a complete mora-
torium on all debt service transfer caused a fall in
German issues on the London market. The interna-
tional group otherwise was mildly irreguular. Gilt-
edged issues were unchanged yesterday, but indus-
trial stocks resumed their decline. German bonds
fell in the International section.

Trading on the Paris Bourse was started in an
uncertain fashion Monday, but small gains followed
and they were extended to net advances for the day
in most departments. Rentes were in fair demand,
and some progress also was made in bank, utility
and industrial stocks. In another quiet session,
Tuesday, further advances were registered in most
securities. Rentes again led the list higher, with
equities in somewhat lesser demand. After a firm
opening on Wednesday, quotations sagged slightly
on the Bourse and prices at the end were almost un-
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changed for the day. Uncertainties of the interna-
tional situation kept the trading to low figures.
German Government bonds were firm. In Thurs-
day’s dealings prices were lower throughout the list.
The reduction in the discount rate of the Bank of
France was disregarded because of the quarrel be-
tween British and French Ministers at Geneva over
disarmament procedure. Rentes fell moderately and
recessions were general in French equifies as well.
International issues dropped with the others. Rentes
were firm yesterday, but other sections of the mar-
ket were lower.

The Berlin Boerse was buoyant Monday, owing to
assurances that the transfer conference would end
coon. Gains were general and some active issues
advanced as much as 4 to 5 points. The indications
that the protracted transfer conference was indeed
coming to an end furnished the occasion for another
advance in Berlin on Tuesday. Dealings were not
large and small buying orders sufficed to lift quota-
tions 1 to 2 points. Terms of the transfer agree-
ment, made public overnight, were regarded as dis-
appointing in Berlin, where a complete moratorium
on debt service had been anticipated, and prices of
securities weakened in Wednesday’s session. The
market was dull with losses averaging about one
point. Turnover on Thursday was very small and
prices were irregular. Small gains in some stocks
were balanced by equally small losses in others.
Prices were well maintained in quiet trading at
Berlin yesterday.

Financial

German{Transfer Conference

FTER more than a month of difficult and trying
negotiations the transfer conference in Berlin
on long- and medium-term external indebtedness of
German banks, corporations and municipalities com-
pleted its labors, Tuesday, with an agreement that
satisfies nobody and that clearly represents a com-
promise of the many divergent views expressed by
the German transfer authorities and the representa-
tives of the creditors in six countries. Even this
moderately successful issue of the conference seemed
doubtful at times during its course, as the delegates
from the United States, Great Britain, France,
Switzerland, Holland and Sweden were quite unable
toagree among themselves and present a united front
to the German officials. The terms finally arranged
cover only the period from July 1 1934, when the
present arrangement expires, until June 30 1935, and
the original aim of the meeting to place the debt
service on a contractual basis thus remained un-
realized. Against the coupons due in the next 12
months on non-governmental German indebtedness,
the Reich authorities agreed to make alternative
offers of 409 cash in foreign currencies, or full pay-
ment in funding bonds bearing 3% interest. The
cash offer obviously is due to the insistence of the
American delegation upon such payments, while the
funding bond plan reflects British views. Reserva-
tions appear to have been made by all parties in the
conference, and some of these may have an impor-
tant bearing on the actual payments.

Under the terms of the conference the foreign in-
debtedness of the German Government was excluded
from the discussion, and so far as the delegates in
Berlin are concerned full service on the Dawes 7%
loan and interest on the Young plan 514 % loan will
continue to be met. Severe attacks on this portion
of the arrangement were made in the German press

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

Chronicle June 2 1934

immediately after the conference ended, and these
were generally interpreted as warnings that Dr. Hjal-
mar Schacht and his transfer associates may try to
reduce or suspend payments on the Government loans
as well. In well-informed circles it is believed, how-
ever, that only the greatest extremity is likely to
produce such measures by the German authorities,
since the priorities of the Government loans are in-
disputable, while any attempt to halt or reduce pay-
ments would immediately bring the matter into the
diplomatic sphere. The short-term credits also are
exempted from the settlement, and full service is
expected to continue, unless summary action is found
advisable by Dr. Schacht.

This means that approximately 8,000,000,000
marks of German external loans, requiring annual
interest payments of somewhat more than 500,-
000,000 marks, are affected by the agreement for the
ensuing year. Holders of the bonds and recipients
of dividends due foreign investors on German equi-
ties will be faced with the choice of 40% cash in
their own currencies, or funding bonds for full
amounts due. They may also, of course, retain their
coupons and all the rights attaching thereto. The
cash payments are not to begin until six months
after the respective coupons are due, and this pro-
vision means, in effect, that Germany will have a
complete respite on foreign payments on the bonds
concerned for a period of six months. The Reichs-
bank agrees to purchase the coupons at 40% of face
value in the respective currencies, but it also reserves
the right to withdraw this offer on 30 days’ notifica-
tion. A pledge was extended by the Reichsbank to
increase the amount to more than 40%, if it should

be found possible to do so. The 3% funding bonds
of the alternative scheme are to be obligations of the
German Government, due in 1945, on which the sink-
ing fund will equal the interest. Principal and in-
terest will be guaranteed by the German Govern-
ment, and the payments are not to be subject to

any transfer restrictions. Redemption in whole or
part before the due date may be effected. Bondhold-
ers who accept the funding bonds are to have the
right to cash them at 40% of face value in their own
currencies after a six months’ period, but the reserva-
tion by the Reichsbank as to withdrawal of this offer
on 30 days’ notice applies here also. The funding
bonds are to be issued in the currencies stated in
coupons.

This arrangement obviously is a temporary one,
and it is plain that the whole matter will come up
for further consideration before the termination of
the year covered. British, French and Swedish dele-
gates at Berlin accepted the agreement with reserva-
tions, and will recommend acceptance to the holders
of German bonds in their countries, a dispatch to
the New York “Times” said. The American repre-
sentatives reserved freedom of action and indicated
that they would make no recommendations to the
holders of the bonds here. Swiss and Dutch dele-
gates, who wanted continuation of the discrimina-
tory payments of 100% to their bondholders, flatly
rejected the arrangements, and there is thus a possi-
bility that these countries will attempt retaliatory
exchange measures. Pierre Jay and Laird Bell, the
representatives in Berlin of the American Foreign
Bondholders’ Protective Council, issued a brief state-
ment to the effect that the terms are the best that
could be obtained from the Reichsbank. The Coun-
cil, it was added, necessarily must and does reserve
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freedom of action with respect to its attitude on the
offer upon its submission to the American bond-
holders.

The Berlin conference as a whole issued a state-
ment, Tuesday, outlining the agreement. Although
frequent discussions of transfers are undesirable, the
uncertainties of the present situation made it im-
possible to devise machinery suitable for application
over a long period, the statement added. The dele-
gates admitted that “after careful study of the pres-
ent and potential foreign exchange situation of Ger-
many, based on figures provided by the Reichsbank,
they recognize that a case can be made out for con-
cessions in order to assist Germany in working out
some of her exchange difficulties.”” The creditor
delegations, it was indicated, insisted upon exclu-
sion of the Reich Government loans from the dis-
cussion.

In a statement issued in New York, Tuesday, by
the Foreign Bondholders’ Protective Council, the
agreement was described as “most inadequate and
unjust, but the best that the conference could induce
Germany to make.” The Council insisted, it was
explained, that the Germans take immediate steps to
provide for interest payments to American bondhold-
ers for the present six months’ period in accordance
with the arrangements made last January for pay-
ment of about 77% of interest due. Such payments
have not been made owing to the failure of the Ger-
man authorities to register the scrip under the Se-
curities Act. Among the more serious difficulties of
the conference was the demand by some creditors for
highly preferential treatment, the Council stated.
“The Council understands,” the statement continued,
“that the Swiss and Dutch delegates made reserva-
tions to the present offer, indicating the likelihood
that their governments may either seek to renew the
present agreements, or in the alternative, may estab-
lish clearings. TFurthermore, from the very outset
the American delegates were hampered by the fact
that other countries were in a position where they
could seize foreign exchange due Germany as a
result of her favorable balance of trade with their
respective countries and could apply it to satisfy the
claims of their bondholders, whereas the United
States, having a favorable balance of trade with
Yermany, is not able to do so. Speaking in general
terms, this offer is in principle the same as the pro-
posal made by the British, acting alone, in the very
early days of the conference. It has been evident
throughout the conference that the British and other
interests favored a funding bond for the full amount
of the maturing interest instead of a cash payment
of a part of the amount. The Council is not able to
approve ‘the offer as fair, just and equitable to the
American holders of non-Reich long-term and
medium-term German dollar bonds. It is, however,
the best offer which the combined creditor groups,
American and European, could induce Germany to
make.”

Intergovernmental Debts

CLOSE study is being accorded the problem of
intergovernmental debts in a number of chan-

celleries, currently, owing to the approach of the
June 15 instalment date and the likelihood that na-
tions making token payments will be unable to escape

the stigma of default hereafter. The recently en-
acted Johnson law, which prohibits certain financial
transactions in the United States in behalf of coun-
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tries wholly or partially in default, is viewed as an
obstacle to the former procedure, whereunder coun-
tries making token payments were absolved from the
default status by President Roosevelt. There have
been ample indications in recent weeks that Great
Britain desires to follow the practice of making token
payments on the understanding that the country will
not be regarded as a defaulter. Italy, Czechoslovakia
and other countries that also made token payments
recently are believed to be waiting for indications
of the British attitude, which they are likely to emu-
late. The State Department in Washington sent the
customary notices to 13 debtor countries, Monday,
that they have aggregate payments of $174,647,439
to meet June 15 under the funding agreements.
President Roosevelt started work early in the week
on a message to Congress concerning the debts.
Intimations from London that some payments
might be effected June 15 if the President were to
call a general debt conference met with a cool re-
sponse in Washington, where it was reported that
Mr. Roosevelt is opposed to group negotiations. In-
terpellations in the House of Commons in London
this week on debt matters brought only the reply
from Cabinet members that the questions were un-
answerable at the moment. Chancellor of the Ex-
chequer Neville Chamberlain declared Thursday that
he hoped to make a statement shortly. President
Roosevelt’s message to Congress on the debts was
made available yesterday, but it introduced nothing
new in the situation. The message was a purely
factual presentation of the present position, and the
only recommendation was the negative one that no
Congressional action or legislation seems to be re-
quired at this time. The prospect of early settle-
ment of this problem is dim, the President admitted.

Chronicle

Foreign Trade and Exchange Restrictions

GOVERNMENTAL regulation of foreign trade
and foreign exchange dealings has been car-
ried to new lengths by the Italian and German re-
gimes in decrees issued over the last week-end. This
deplorable tendency was in evidence in many parts
of the world even before the current depression
began, but since 1929 it has been developed to the
point where international trade is suffering to an
unexampled degree. The countries that apply such
restrictions always justify them as a necessary step
for the protection of the national economy, and from
the viewpoint of the individual countries there is
little to be said against such contentions. The move-
ment is world-wide, however, and every restrictive
measure in one country seems always to make neces-
sary similar efforts elsewhere. It has been pointed
out by experts on several occasions recently that a
break in this truly vicious circle can be made only
by an international agreement of wide scope. There
is little evidence at the moment of any general real-
ization of this fact, and no sign whatever of an
attempt at corrective measures.

The Italian restrictions imposed last Saturday are
the more significant, since they appear to establish
unusually close control of all foreign exchange deal-
ings. Since Italy is reputedly a member of the Euro-
pean gold bloc, keen interest was taken in financial
circles in the decree published in Rome. Under this
measure all purchases of foreign exchange by Italian
individuals and corporations are restricted to the
requirements of trade or tourist expenditures. All
banks and business firms must report to the Banca
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d’Italia their holdings of foreign balances. Italians
who hold securities abroad, moreover, are ordered to
file a declaration of their holdings to the Govern-
ment for stamping. This rule applies not only to the
strictly external investments of Italians, but also to
Italian dollar bonds and other Italian issues which
were floated externally and repatriated. Italian
banking officials in New York explained the decree
as an effort to prevent speculative dealings in ex-
change and to confine transactions to those of a
commercial nature. Persistent pressure on the lira
in recent months seems to have made the restrictions
desirable. The discount on Italian currency in rela-
tion to gold units is more than 4%, which ordinarily
would result in heavy gold shipments, but the actual
exportation of the metal from Rome has been only
nominal.

German regulations, announced last Monday,
tightened anew the restrictions on foreign trade
which that country has imposed progressively of
late. If continued for any length of time, these regu-
lations would mark the doom of private import trade
in Germany and the establishment of a Government
monopoly, a Berlin dispatch to the New York
“Pimes” states. The new step reduces the allotment
of foreign exchange for ordinary imports to 10% of
the “basic amount,” which means 5% of the amount
spent for such goods in 1930. The figure now im-
posed is only one-fifth of the amount available as
recently as last February, it is noted. The utiliza-
tion of unused reimbursement credits, moreover, is
fixed at 20% of the “basic amount.” As justifica-
tion for the further restrictions, German banking
authorities pointed to the steadily dwindling gold
and gold exchange reserves of the central bank.
Essential raw materials purchases by Germany in
other countries are to a considerable degree exempt
from the new provisions, since they are largely under
the control of special bureaus operating under
special orders. But private imports of foreign goods
will be hard hit, and the private German importer
will be all but eliminated. “The new German regu-
lations represent a further extension of the system
of embargoes and quotas and of direct barter
arrangements which now afflict world trade,” the
dispatch to the New York “Times” remarks.

Disarmament Conference

ERMINATING a long recess, the General Dis-
armament Conference was resumed at Geneva,
Tuesday, in an atmosphere that was somewhat more
encouraging than most observers anticipated. The
movement for an embargo on arms and munitions
shipments to the nations engaged in the Chaco war
proved a stimulating factor in the initial session,
while encouraging speeches by the leaders of the
American and Russian delegations also were helpful.
British and French officials began on Wednesday
to consider the old practical problems that have
blocked all efforts of the Conference heretofore, and
the resultant clash appeared to place the gathering
back in the doldrums. It was found advisable to
adjourn the meeting until yesterday in order to
soothe ruffled feelings and find some way out of
the difficulties. Special private meetings of the
League Council were held concurrently with the Dis-
armament Conference sessions, in order to arrange
for the plebiscite in the Saar area next year. It
was indicated Wednesday that a satisfactory method
of conducting the voting probably will be found.
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Norman H. Davis, of the United States, made a
speech before the gathering of the Disarmament Con-
ference, Tuesday, in which he proclaimed faith in the
ability of the nations to find a practical solution of
the problem. Disarmament negotiations were inter-
rupted, he pointed out, by the bilateral discussions
between France and Germany, in which an attempt
was made to solve the problem by direct negotiations
between the chief disputants. Germany surely de-
sires a disarmament convention, Mr. Davis said, and
he expressed the belief that she would be willing to
resume negotiations at Geneva on the basis to which
the German Government previously agreed. With
obvious reference to the French delegation, he
pleaded that all nations ought to explain their po-
sitions. The United States, he indicated, would ap-
prove of a universal pact of non-aggression in con-
nection with a general disarmament convention and
efforts to suppress the evils of arms traffic. Not
only the production of engines of death, but also the
profits resulting therefrom must be controlled or
eliminated by international agreement, it was added.
The traditional policy of the United States with
respect to European affairs was reiterated by Mr.
Davis, who declared that this country would not
participate in European political negotiations and
settlements and would not make any commitment
1o use its armed forces for the settlement of any
dgispute. The policy of the United States is to keep
out of war, but to help in every possible way to dis-
courage war, he remarked.

Foreign Commissar Maxim Litvinoff, as the repre-
sentative of a nation that is presumably soon to join
the League of Nations, made a plea for disarmament
that is much more in line with the realities of cur-
rent diplomacy than the harsh and sarcastic de-
mands for immediate and complete international dis-
armament previously voiced in behalf of Soviet Rus-
sia. There have been many rumors lately of a de-
fensive alliance between France and Russia, and
they gained at least a partial confirmation by a
swing on the part of M. Litvinoff toward the French
position of security first and disarmament after-
wards. Russia is willing to join in a guarantee of
peace by mutual assistance treaties, such as France
has sponsored, he declared, but not by military alli-
ances. A formal proposal was made by M. Litvinoff
for transforming the conference into a permanent
and regularly assembling conference of peace, sitting
for the prevention of war as an organ of the League
of Nations. The League, under this plan, would lose
none of its prerogatives, he asserted. Russia con-
tinues to favor the complete abolition of armaments,
since armed peace is a negation of the basic principles
of the Kellogg-Briand anti-war pact, M." Litvinoff
said.

Whateven optimism these declarations engendered
was quickly dispelled on Wednesday, when Iforeign
Secretary Sir John Simon, of Great Britain, and
Foreign Minister Louis Barthou engaged in an acri-
monious dispute before the full Conference. An
agreement is essential, Sir John Simon said, and he
pointed out that German participation is necessary
to reach an agreement. Since Germany insisted on
a measure of rearmament, it would be needful to
consider the entire matter on that basis, and the Con-
ference, he said, must choose between limited, but
real, reduction of armaments, together with moder-
ate rearmament by Germany, or limitation at the
status quo, accompanied by rearmament on a larger
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scale. Great Britain is ready to co-operate in any
effort that looks promising, but “we will not lend
ourselves to indefinite continuance of vague and in-
conclusive discussions,” the Foreign Secretary
declared.

M. Barthou replied promptly with a bitter and
ironical address from which personal allusions were
not absent. Referring to the British insistence upon
measures similar to those proposed in the plan of
the London Government, M. Barthou remarked: “I
can well understand that paternity has its illusions.”
Sir John Simon conceived the plan, he added, and
“his paternity has so many illusions that he tells us
there has been only one concrete proposal submitted
to the Conference.” Although Germany’s with-
drawal from the Conference and the League previ-
ously had been called unjustifiable, “we must now re-
nounce everything that does not immediately and
absolutely please Germany,” the French Minister
declared. He added emphatically that he would re-
fuse to do this. Arthur Henderson, the President
of the Conference, conferred Thursday with the Brit-
ish and French Foreign Ministers in an effort to find
a way out of the new impasse occasioned by the
Franco-British dispute, but no progress was reported
and the general feeling was one of discouragement.

New Cuban Treaty

HAT the good neighbor policy of the current Ad-
ministration in international affairs is no
empty concept was again demonstrated Tuesday,
when announcement was made in Washington and
Havana of a new treaty between the United States
and Cuba, which, in effect, annuls the troublesome
Platt Amendment. Under this treaty Cuba achieves
that genuine sovereignty and independence for which
she has long contended. The Platt Amendment, as
part of the treaty of 1903 and of the Cuban Constitu-
tion, gave the United States legal sanction for inter-
vention in the affairs of the Island. All that remains
of the long-disputed point is authority for retention
by the United States of the naval base at Guantana-
mo. President Roosevelt promptly submitted the new
document to the Senate for ratification, together
with a message recommending action by that body.
Washington dispatches indicate that sentiment in
the Senate is overwhelmingly in favor of the step,
and ratification at this session is held possible. An-
nouncement of the treaty caused general rejoicing in
Cuba, where it was hailed as the most important
development since Cuba won independence from
Spain. It is already evident that this step will have
extremely favorable repercussions on the relations
of the United States with all the Latin American
countries. Together with the Haitian fiscal control
arrangements, it signifies the almost complete with-
drawal of the United States from interventionist
activities in Latin America. The move was especially
timely, owing to reports last week-end that Cuban
terrorists had fired on the home of United States
Ambassador Jefferson Caffery and had warned him
to leave the country.

The treaty is a brief document which provides for
the abrogation of the 1903 compact and the validity
of all acts effected under its terms. The lease on
the Guantanamo naval base is to remain unaltered.
1f any outbreak of epidemic disease requires it, hoth
nations are to have the right to suspend communica-
tions and take other actions necessary in the circum-
stances. The new treaty will become effective on
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exchange of ratifications. In transmitting the docu-
ment to the Senate, President Roosevelt remarked
that it is in line with his own public declaration that
the definite policy of the United States is one opposed
to armed intervention. The contractual right to
intervene is abolished, he said, together with the
further rights involving participation in the deter-
mination of such domestic policies as those relating
to finance and sanitation. “Our relations with Cuba
have been and always must be especially close,” the
President continued. ‘“They are based not only upon
geographical proximity, but likewise upon the fact
that American blood was shed as well as Cuban
blood to gain the liberty of the Cuban people and to
establish the Republic of Cuba as an independent
Power in the family of nations. I believe that this
treaty will further maintain those good relations
upon the enduring foundations of sovereign equality
and friendship between our two peoples, and I conse-
quently recommend to the Senate its ratification.”

In an announcement to the Cuban people, Presi-
dent Carlos Mendieta described the step as an event
which will go down in history among the truly
memorable occurrences of Cuban national existence.
“After a third of a century, in respect to the demands
of Cuban conscience, the Governments of Washing-
ton and Havana have reached a happy understanding
that marks the beginning of a new period in our in-
ternational relations,” President Mendieta con-
tinued. ‘“The abrogation of the so-called permanent
treaty between Cuba and the United States elimi-
nates from our international relations the pain
caused during many years by the existence of the
Platt Amendment. To-day, with her sovereignty un-
impaired, Cuba salutes all other nations.” Messages
of felicitation were exchanged by the two govern-
ments. Ambassador Caffery, who walked to the
Presidential palace in Havana to congratulate the
President, was cheered loudly by the throngs lining
the way. Guns were fired in salute, church bells set
pealing and whistles and sirens blown throughout
the Island to mark the event.

Chronicle

Chaco Arms Embargo

CTING under the authority granted last week by
Congress, President Roosevelt issued a proe-
lamation, Monday, prohibiting the sale of arms and
munitions in this country to Bolivia and Paraguay.
The war between the two countries over the boun-
daries of the Gran Chaco area now- has been in
progress two full years, and it is being waged with
ever-growing intensity. The embargo on arms ship-
ments was suggested at the League Council meeting
in Geneva nearly two weeks ago by the British dele-
gate, and the proclamation by the President is the
American response to this effort to halt a war that
has been described many times as “senseless.” In
Geneva the attitude was taken that the arms export-
ing countries could take action only if assured of the
co-operation of all States concerned. In his em-
bargo, President Roosevelt acted without waiting
for co-operation, and, in effect, he put up to the
other arms-supplying countries the question of the
continuance of the Chaco war. The step will prove
useless, of course, unless Great Britain, France,
Czechoslovakia and other arms-manufacturing coun-
tries, as well as the countries immediately adjacent
to the land-locked belligerents, agree to adopt meas-
ures designed to prevent the flow of war materials
to both countries. Even if full co-operation is ob-
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tained, it is unlikely that the Chaco war will stop
soon because of lack of war supplies, as there is
some evidence to show that both countries have large
supplies of arms and munitions on hand.

Although embargoes on the export of arms by the
United States are nothing new in history, this is
said to be the first instance in which the step was
applied in an endeavor to halt a war between two
participants in an armed conflict. Previous em-
bargoes were designed to prevent aid to revolution-
ary movements against friendly governments, it is
indicated. President Roosevelt acted, in this in-
stance, as soon as the proclamation could be prepared
by the State Department. A message was dis-
patched, Tuesday, to the League of Nations, describ-
ing the arms embargo action and expressing the hope
that other nations would follow suit. All Latin
American governments were formally notified of the
action the same day. At the time the measure was
announced, Bolivian forces were reported as making
great gains in the Chaco warfare against their Para-
guayan adversaries. The Paraguayans were success-
ful until a few weeks ago, and their troops advanced
far into nominally Bolivian territory. Communica-
tions are the essence of the Chaco warfare, and each
country seems to be successful in accordance with
the proximity of the fighting to the respective bases
and the ability to maintain open roads. The Para-
guayan representative to the League of Nations an-
nounced last Saturday that his country would cease
applying the rules of international warfare unless
Bolivia halted her bombardment of undefended Para-
guayan towns. Bolivia replied on Monday, charging
Paraguay with “recourse to barbarism,” and an-
nouncing that “whatever barbaric procedure Para-
guay may adopt, Bolivia will not alter her civilized
treatment of Parguayan prisoners of war.” The Bo-
livian delegate at Geneva made a plea before the
League of Nations Council, Thursday, for action by
the League toward settlement of the boundary
dispute.

Financial

Discount Rates of Foreign Central Banks

HE Bank of France on May 31 reduced its dis-
count rate from 39, to 2149, the 39, rate
having been in effect since Feb. 8 1934. Present
rates at the leading centers are shown in the table
which follows:
DISCOUNT RATES OF FOREIGN CENTRAL BANKS.

Pre- Rate in
Effect Date

June 1| Established.

Oct. 17 1932
Feb. 16 1933
JDune 30 1932

Rate in
Effect
June 1

Date
Established.

Mar. 23 1933
Apr. 25 1934

Country. Country.

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

-

July 18 1933

Jan. 25 1933
July 12 1932
Nov. 29 1933
June 30 1932
Jan. 29 1932
Dec. 20 1933
May 31 1934
Sept. 30 1932
Oct. 13 1933
Sept. 18 1933

Colombia . .
Czechoslo-
vakia....
Danzig .
Denmark. .
England. ..
Estonia....

Lithuania. .
Norway...
Poland....
Portugal...
Rumania _ .
South Africa

Sweden..._
Switzerland

Y- - N Ot T
NN

. 22 1931

LN O

BN
N

Holland . . -

Foreign Money Rates

N LONDON open market discounts for short bills

on Friday were 789, as against 749, on Friday

of last week and 73@15-169, for three months’ bills,

as against R@15-169, on Friday of last week.

Money on call in London yesterday was 3{9,. At

Paris the open market rate remains at 2549, and
in Switzerland at 1149.

tp://fraser.stlouisfed.org/
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Bank of England Statement

The Bank of England statement for the week ended
May 30 shows a loss of £41,489 in bullion, reducing
the total to £192,088,557 in comparison \\1th £187,-

402,773 a year ago. The loss in gold being attended
by a contraction of £1,530,000 in circulation, resulted
in an expansion of £1,489,000 in reserves. Public
deposits increased £650,000 and other deposits £1,-
814,970. Of the latter amount £1,237,300 was an
addition to bankers’ accounts and £577,670 to other
accounts. The reserve ratio is 49.48% as compared
with 49.30% last week and 48.80% a year ago. Loans
on Government securities rose £345,000 and those on
other securities £634,875. The latter consists of dis-
counts and advances and securities which increased
£391,679 and £243,196 respectively. The discount
rate is unchanged at 29%. Below we show a com-
parison of the different items for several years

June 2 1934

BANK OF ENGLAND'S COMPAR ATIVE[STATEMENT.

May 31
1933.

June 1
1932,

June 4
1930.

June 3

May 30
1934, 1931.

£ £ £ £ £
Circulation 378,111,0001374,063,420|355,413,751|356,370,794(359,798,602
Public deposits. 14,014,000|| 33,246,958| 18,552,692 6,645,145 8,877,942
Other deposits. . 135,477,204(117,009,101{124,106,439 106,129,666|107,990,702
Bankers' accounts. 99,407,766|| 77,472,660| 89,056,577 72,209,262| 71,081,853
Other accounts...| 36,069,438|| 39 ,536,441| 34,149,862( 33,020,404/ 36,908, 849
Govt. securities 76,894,635 72.500,127 73,014,656 38,495,906| 58,380,547
Other securities. 16,403,319|| 22,198,831( 37,601,752 35,416,843 19,102,807
Disct. & advances.| 5,648,585 11,249,948| 12,481,965 7,106,070 6.476.007
10,754,734( 10,948,883| 25,119,787 28,310,773| 12,716,840
73,978,000|| 73,339,353 48,027.075 56,563,284 57,080,483
Coln and bullion. ... _192,088,557||187,402,773(129.341.726 152,034,078(156,879,085
Proportion of reserve

to liabilitles 49.48% 48.80% 34.20% 50.19% 48.84%
Bank rate. 2% 2% 2% % 24 % 3%

Reserve notes & coln

Bank of France Statement

The Bank of France statement for the week ended
May 25 reveals another gain in gold holdings, the
current advance being 379,391,467 francs. The bank’s
gold is now at 77,465,582,262 francs, compared with
80,950,775,958 francs a year ago and 79,470,235,749
francs two years ago. French commercial bills dis-
counted, advances against securities and creditor
current accounts register increases of 349,000,000
francs, 42,000,000 francs and 1,079,000,000 francs
respectively. Notes in circulation show a contrac-
tion of 399,000,000 francs, bringing the total of notes
outstanding down to 79,991,644,580 francs. Circula-
tion last year aggregated 83,266,944,280 francs and
the previous year 81,417,780,030 francs. Bills bought
abroad records a decline of 1,000,000 francs. The
proportion of gold on hand to .swht liabilities is now
78.51%, in comparison with 77.899% last year and
72.92% the previous year. Below we furnish a com-
parison of the various items for three years:

BANK OF FRANCE'S COMPARATIVE STATEMENT,

Changes

Jor Week. May 25 1934. | May 26 1033.

—|

May 27 1932.

Franes. Francs. Francs. Francs.
-+379,391,467|77,465,582,262(80 +950,775,958|79,470,235,749
No Change 12,768,824 2,468,332,255| 4.474.215,474
+349,000,000| 5,011,558,111| 3,449,435,032| 4,159,067,414

.000,000| 1,080,881,808| 1,418,564,086| 4. 526 666,034
3,061,467,080| 2,674,544,218| 2'699.005,394
g 79,991,644,580(83,266,944.280|81.417,780,030
+1,079,000,000| 18,675,502, 175, 20,658,215,902|27,559,056,707

Proport'n of gold on

hand to sight liab. —0.16% 78.51% 77.89% 72.92%
a Includes bills purchased in France. b Includes bills discounted abroad.

New York Money Market

O CHANGES in rates for accommodation were
recorded this week in any department of the

New York money market. The sessions were dull,
with trading interrupted Wednesday in. observance
of Memorial Day. Charges were continued at the
very low levels occasioned by the official easy money
policy. Call loans on the New York Stock Exchange
were 19, for all transactions, whether renewals or

Gold holdings
Credlt bals. abroad.
a French commercial
bills discounted. .
b Bills bought abr'd
Adyv. against securs.
Note circulation.. ..
Credit current acets.
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new loans. In the unofficial street market loans
were reported contracted every business day at 349,
or a concession of 149, from the official rate. Time
money held to the former range of 3{@19%,. Brokers’
loans against stock and bond collateral increased
$10,000,000 for the week to Wednesday night,
according to the usual report of the Federal Reserve
Bank of New York. The total of these loans is now
reported as $915,000,000 on May 30. Some interest
was occasioned here by the reduction of the Bank of
France discount rate on Thursday to 2149 from the
former level of 39, but this reduction is not believed
to have any great significance for American markets.

New York Money Rates

DEALING in detail with call loan rates on the

Stock Exchange from day to day, 19 remained
the ruling quotation all through the week for both
new loans and renewals. The market for time money
is still in the doldrums, no transactions having been
reported the present week. Rates are nominal at
3{@19, for two to five months, and 1@1249 for
six months. The demand for prime commercial paper
has been very strong this week, and with an abundant
supply of paper available, dealers have been fairly
busy. Rates are 349, for extra choice names run-
ning from four to six months and 1@1%14% for names
less known.

Bankers’ Acceptances
HE market for prime bankers’ acceptances has
been quiet and without noteworthy feature
this week, and while there has been a fairly good
demand for prime bills, high class offerings have been
scarce. Rates are unchanged. Quotations of the

g&merican Acceptance Council for bills up to and
Including 90 days are 4% bid and 3-16% asked;

for four months, 349, bid and 4% asked; for five
and six months, 149 bid and 38% asked. The
bill buying rate of the New York Reserve Bank is
5% for bills running from 1 to 90 days, and pro-
portionately higher for longer maturities. The
Federal Reserve banks’ holdings of acceptances
decreased during the week from $5,263,000 to
$5,178,000.  Their holdings of acceptances for
foreign correspondents also decreased from $3,268,000
to $2,730,000. Open market rates for acceptances
are nominal in go far as the dealers are concerned, as
they continue to fix their own rates. The nominal
rates for open market acceptances are as follows:

SPOT DELIVERY.

——180 Days— =——150 Days— ——120 Days—

d. Bid, Asked. Bid. Asked.
Prime eligible bills Bt Am;i % 3% f

60 Days— ——30 Days—
3 Bid.  Asked. Bid. Asked.
Prime eligible bills $74 3 % 3
FOR DELIVERY WITHIN THIRTY DAYS,
Eligible member banks

e bl
Eligible non-member banks i

-3 % bid
Discount Rates of the Federal Reserve Banks

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

Rate in
Effect on Date
June 1. Established.

Feb.

Federal Reserve Bank,

PN

Philadelphia. .
Cleveland. ...

RN

W WL =D
pDowwwwownw

San Francisco . 16 1934
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Course of Sterling Exchange

TERLING exchange follows the same trends as
have been in evidence during the past few weeks.
The market is exceptionally dull and rates are gen-
erally established by the course of operations in the
European markets, chiefly in London and Paris.
Sterling has been gradually easing off for the past
month and while fluctuations have been within narrow
limits, rates in terms of the dollar are on balance
easier than last week. The range this week has
been between $5.0614 and $5.091% for bankers’ sight
bills, compared with a range of between $5.08%% and
$5.111% last week. The range for cable transfers
has been between $5.063% and $5.0914, compared
with a range of between $5.081% and $5.1114 a week
ago. The outstanding event of the week affecting:
the future course of exchange is the reduction in the
rediscount rate of the Bank of France on Thursday
from 3 to 2149.

The pressure against sterling in the past month
or more has come largely from Paris, as French funds
which had been domiciled in London for safety before
February were being steadily withdrawn, with the
result that sterling has been consistently weak in
terms of French francs. Bankers abroad have fre-
quently discerned signs of intervention by the British
Equalization Fund and the Bank of France to steady
the sterling-franc rate. The general opinion of the
London market is that the strength of the franc at
the moment is due principally to bear covering of
positions taken at the time of the French crisis in
February and March. Withdrawals by France from
London are now nearly at an end. Authoritative
quarters assert that these balances are now at alevel
below which they can hardly be further reduced.

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 for gold by the
United States:

MEAN LONDON CHECK RATE ON PARIS.
Saturday, May 26 Wednesday, May 30
Monday, May 28 Thursday, May 31
Tuesday, May 29 Friday, June 1

LONDON OPEN MARKET GOLD PRICE.
Saturday, May 26 136s. 6d. Wednesday, May 30..137s. }4d.
Monday, May 28 136s. 824d. | Thursday, May 31_.136s. 1114d.
Tuesday, May 29 136s. 9d. Friday, June 1..137s. 124d.

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

Saturday, May 26 Wednesday, May 30

Monday, May 28 Thursday, May 31

Tuesday, May 29 Friday, June 1

In considering the present ease in sterling and the
heavy withdrawals of French funds it should be
recalled that prior to the flight of French and other
European funds to London during the dangerous
situation in Paris in February and March there was
a superabundance of funds in the London open
market, and such had been the case for more than a
year. In this respect there is no change. Transac-
tions on this side are at a conspicuously low level
and confined for the most part to strictly commercial
requirements. Sterling should under normal con-
ditions of foreign exchange be seasonally firm in
terms of the dollar throughout the entire summer.
The pound and all European currencies should nor-
mally also be relatively firm because of tourist
demand for exchange, but this type of requirement
has been seriously curtailed since the beginning of the
depression, and now as a consequence of the de-
valuation of the dollar is probably at the lowest level
in many years. Another feature which contributes
to the unseasonal weakness in sterling arises from the
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fact that Great Britain is importing more raw ma-
terials than is customary at this time of year, as
British trade has been on the upgrade for a year.
In considering this feature it should be recalled that
a very great part of the output of Great Britain’s
manufacturing industry is intended for export and
that her raw materials must be drawn from abroad.
While spot quotations for sterling are easier, London
is bidding for forward sterling at a premium of 34
cent above the spot rate for 90 days. This premium
varies slightly from day to day but is an indication
of world confidence in sterling.

Because of the ease of francs in terms of dollars
and the strength of the dollar in terms of sterling,
American buyers have been successful in the London
. open market for gold this week, bidding chiefly
against French interests. The abundance of funds
in the London market is shown by the ease in money
rates, which are practically unchanged from those
prevailing during many months past. Call money
against bills is in supply at 349,. Two-months’ bills
are 74%; three-months’ bills, 74% to 15-169; four-
months’ bills, 15-16% to 1%, and six-months’ bills,
11-169%. On Saturday last, there were £210,000
bar gold available in the open market and the price
was fixed at a fractional premium over the dollar.
The gold was taken for an unknown destination. On
Monday, £216,000 available was taken for an un-
known destination, the price being fixed at a premium
of 1%%4d. over the dollar. On Tuesday, £380,000
was taken for American account at a premium of
1%4d. over the dollar. On Wednesday, £688,000
was taken by undisclosed buyers believed to be
American at 137s 14d. On Thursday, £252,000
was taken for American account at a fractional
premium over the dollar. On Friday, £277,000 is
believed to have been taken for shipment to America
at a fractional premium over the dollar.

The Bank of England statement for the week
ended May 30 shows a decrease in gold holdings of
£41,489, the total standing at £192,088,557, which
compares with £187,402,773 on May 31 1933 and
with the minimum of £150,000,000 recommended by
the Cunliffe committee. At the Port of New York
the gold movement for the week ended May 30,
as reported by the Federal Reserve Bank of New
York, consisted of imports of $5,946,000, of which
$4 506,000 came from England, $924 000 from
India, $416,000 from France and $100,000 from
Teuador. There were no gold exports and no change
in gold earmarked for foreign account. In tabular
form the gold movement at the Port of New York
for the week ended May 30, as reported by the
Federal Reserve Bank of New York, was as follows:
GOLD MOVEMENT AT NEW YORK, MAY 24-MAY 30, INCL.

Imports. Ezports.

$4,506,000 from England
924,000 from India
416,000 from France
100,000 from Ecuador

None.

$5,046,000 total
Net Change in Gold Earmarked for Foreign Account.
None.

We have been notified that approximately $539,000 of gold was received
from China at San Francisco.

The above figures are for the week ended Wednes-
day evening. On Thursday $4,641,000 of gold was
received, of which $2,550,000 came from Colombia,
$1,681,900 from Canada, and $410,000 from England.
There were no exports of gold but gold held ear-
marked for foreign account increased $2,550,000.
On Friday $410,200 of gold was imported, $258,100
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coming from England and $152,100 from Jamaica.
There were no exports of gold or change in gold
held earmarked for foreign account. It was re-
ported on Friday that $211,000 of gold was re-
ceived at San Francisco from China.

Canadian exchange continues firm in terms of the
dollar, Montreal ruling at a slight premium. On
Saturday last Montreal funds were at a premium of
from 3-16 to 4% on Monday at from 14 to 5-16%,
on Tuesday at from 5-16 to 249%. There was no
market in New York on Wednesday, Momorial Day.
On Thursday Montreal was at a premium of 5-16 to
349, and on Friday at a premium of 3-16 to 11-32%,.

Referring to day to day rates, sterling exchange
on Saturday last was dull and inclined to ease.
Bankers’ sight was $5.0834@$5.0914; cable transfers
$5.0874@%$5.0924. On Monday dulness and ease
continued. The range was $5.0834@%$5.0915 for
bankers’ sight and $5.0816@%$5.0914 for cable trans-
fers. On Tuesday the market continued to soften.
Bankers’ sight was $5.0774@$5.0814; cable transfers
$5.08@%$5.085%. On Wednesday, Memorial Day,
there was no market in New York. On Thursday
sterling was off sharply. The range was $5.0634@
$5.0754 for bankers’ sight and $5.0615@%$5.0734 for
cable transfers. On Friday sterling declined frac-
tionally in a dull market the range was $5.06}4@
$5.0714 for bankers’ sight and $5.0634@$5.0714 for
cable transfers. Closing quotations on Friday were
$5.0634 for demand and $5.0634 for cable transfers.
Commercial sight bills finished at $5.0614; 60-day
bills at $5.0514; 90-day bills at $5.05; documents for
payment (60 days) at $5.051% ,and seven-day grain
bills at $5.06 7-16. Cotton and grain for payment
closed at $5.0615.

Continental and Other Foreign Exchanges

XCHANGE on the Continental countries is
easier in terms of the dollar, though trading

in New York is extremely slight. The decline in the
French franc with respect to the dollar is largely due
to the fact that sterling is easier against dollars.
The franc has been ruling so easy this week that the
market is inclined to expect a movement of gold from
France to New York. However, the movement
remains problematical. The important event of the
week is, as stated above, the reduction made on
Thursday by the Bank of France in its rediscount
rate, which was decreased from 3%, to 2149,. This
change has been expected for several weeks because
of the steady improvement in the French fiscal
position and the accumulation of funds in Paris.
The Bank of France rate has been at 39, since Feb.
8, when it was advanced to offset the heavy gold
drains due to fears excited by the political disturb-
ances. The rate on French Treasury bills has heen
reduced to 2% from 2149% in consequence of the
improved situation. When the bank’s rate was
lowered, francs were quoted in New York at around
6.5814, just about the point at which gold cou'd be
imported from Paris profitably on an exchange basis.
The action of the bank reflects strikingly the enhance-
ment of confidence in the future market for francs.
The discount on future francs has dwindled to the
smallest spread since the American return to gold in
February. Ninety-day francs are selling at a dis-
count of only 14 point under the spot rate. The
firmness in futures points to the improbability of an
immediate movement of gold from Paris to New

York.
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It is not known whether or not Paris has taken any
gold from the TLondon open market this week.
However, it is not improbable that some gold taken
for “unknown destination” may have been for French
account. Omitting consideration of what may have
been withdrawn from London this week, approxi-
mately £8,172,000 gold has been taken from London
for France since April 27. The Bank of France
statement for the week ended May 25 shows an
increase in gold holdings of 379,391,467 francs,
representing the 12th successive weekly increase in
gold holdings, an aggregate increase for the period
of approximately 3,537,382,816 francs. Present
holdings total 77,465,582,262 francs, which compares
with 80,950,775,958 francs a year ago, and with
28,935,000,000 francs when the unit was stabilized
in June 1928. The Bank’s ratio is at the high level
of 78.519,, which compares with 78.679%, on May 18,
with 77.899, a year ago and with legal requirement
of 359%.

German marks present no new features of impor-
tance. The mark is greatly weaker in tone as the
credit conference just closed leaves none of Ger-
many’s foreign creditors more satisfied than before.
Mark quotations are, of course, highly nominal.
Various items pertaining to the German credit
agreement will be found in our news columns. The
prospect for marks looks cloudy. Further gold losses
are expected by the Reichsbank and competent
observers see a crisis impending.

Italian lire are firm. ILast week Premier Musso-
lini in addressing the Chamber of Deputies took
occasion to affirm Italy’s adherence to gold and
asserted that those nations which have abandoned
the gold standard will return to it. A ruling issued
on Saturday by the Italian control forbids all foreign

exchange operations in Italy except those arising
from genuine industrial or commercial trade require-
ments or the necessities of travelers abroad. This
is not so much a new decree as an ordinance of re-

enforcement. New York foreign exchange opera-
tors regard the Italian exchange decrees as tangible
evidence that the members of the Continental gold
block are determined to maintain the gold standard
and the stability of their currencies in terms of gold.
Throughout the entire period of currency disorder
Ttaly has steadfastly insisted that economic recovery
depends upon the maintenance of sound currency.
Her answer to competition in foreign trade from
other countries with depreciated currencies was a
wholesale reduction in costs, which is now being
carried out. Dr. V. Azzolini, governor of the Bank
of Italy, in his remarks at the recent annual meeting
of the Bank for International Settlements said: “In
the strictly monetary field it is well to repeat that
Italy has decidedly declared herself in favor of the
maintenance of the gold standard. The bank is
faithful to this principle, by which its action is and
will remain inspired. The maintenance of a sound
currency and its convertibility into gold, in spite
of inevitable fluctuations in the exchanges, is an
essential condition for a wholesome economic and
social policy and it must be regarded as the most
effective foundation for a return to a balanced and
a lasting prosperity.”

The London check rate on Paris closed on Friday
at 76.98, against 77.15 on Friday of last week. In
New York sight bills on the French center finished
on Friday at 6.5734, against 6.6034 on Friday of
last week; cable transfers at 6.58, against 6.61, and
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commercial sight bills at 6.55, against 6.58. Antwerp
belgas closed at 23.33 for bankers’ sight bills and
at 23.34 for cable transfers, against 23.42 and 23.43.
Final quotations for Berlin marks were 39.04 for
bankers’ sight bills and 39.05 for cable transfers, in
comparison with 39.37 and 39.38. Italian lire closed
at 8.58 for bankers’ sight bills and at 8.59 for cable
transfers, against 8.50 and 8.51. Austrian schillings
closed at 18.90, against 19.00; exchange on Czecho-
slovakia at 4.16, against 4.1714; on Bucharest at
1.001%, against 1.0114; on Poland at 18.87, against
18.94; and on Finland at 2.25, against 2.2515. Greek
exchange closed at 0.941% for bankers’ sight bills and
at 0.945% for cable transfers, against 0.943% and
0.947%.

The following table shows the relation of the lead-
ing currencies still on gold to the United States dollar:

0ld Dollar New Dollar
Parity Parity.
5 6.63
23.54
8.91
40.33
32.67
68.06

Chronicle

Range
This Week.

6.573{ to 6.6014
23.34 to 23.43

8.49 to 8.60
39.04 to39.31
32.46 to 32.55
67.57 to 67.84

Franc (franc)

Belgium (belga)

Tty Ay e =
Germany (mark)
Switzerland (franc)

Holland (guilder)

XCHANGE on the countries neutral during the
war follows the trend of sterling and the French
franc. Holland guilders and Swiss francs are de-
cidedly easier in terms of United States dollars, but
both units are firm in terms of French francs and
sterling as the position of both Holland and Switzer-
land is steadily improving. Both countries are again
adding to their gold holdings. Money has become so
plentiful in Amsterdam that the private discount rate
has been reduced again, from 1149, the rate in
effect since May 10, to 15-169,. At the same time
the buying rate on prime guilder acceptances has
been cut to 19 from 1149, the latter rate also having
been in effect since May 10. The current rates are
the lowest since early in March. The Scandinavian
currencies follow closely the movements of sterling
exchange and the Spanish peseta, though not sta-
bilized in terms of gold, moves in sympathy with the
French franc.

Bankers’ sight on Amsterdam finished on Friday
at 67.59, against 67.87 on Friday of last week; cable
transfers at 67.60, against 67.88, and commercial
sight bills at 67.56, against 67.85. Swiss francs
closed at 32.46 for checks and at 32.47 for cable
transfers, against 32.56 and 32.57. Copenhagen
checks finished at 22.63 and cable transfers at 22.64,
against 22.75 and 22.76. Checks on Sweden closed
at 26.13 and cable transfers at 26.14, against 26.26
and 26.27; while checks on Norway {finished at
25.45 and cable transfers at 25.46, against 25.57
and 25.58. Spanish pesetas closed at 13.64 for
bankers’ sight bills and at 13.6414 for cable transfers,
against 13.6914 and 13.7015.

Ll
XCHANGE on the South American countries
presents no new aspects of importance from
those characteristic of many preceding months, but
signs are not wanting that these countries are com-
ing to find the official control of foreign exchange
operations severely irksome, and are extending the
scope of the “free market.” It is intimated in re-
sponsible quarters in Buenos Aires that the Govern-
ment is considering the abandonment of exchange
control. It is doubtful, however, that any plans
the Government may have for making such aban-
donment effective can be carried out in the immediate
future. It is inclined to extend from time to time
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the number of export products for which the ex-
change may be sold in the free market. The latest
item included in this list was made toward the end
of April, when cheese was added. The gradual
extension of these items, however small in the aggre-
gate compared with other Argentine exports, in-
creases by just so much the supply of exchange avail-
able in the market. Some believe that the Bank
of The Nation is also contributing more of its official
cover. These additions explain to some extent the
appearance of greater amounts of peso exchange in
the open market. The nominal, or official, quota-
tions which are always considerably higher than the
unofficial or free market, show a strong tendency to
sag, and according to well informed sources the Bank
of The Nation is frequently obliged to come into
the market to steady the peso. This implies un-
doubtedly that the bank must employ some of its
exchange in the free market, though no complete
evidence is available. A weakening of the peso
would follow any attempt by owners of frozen funds
to convert their holdings, though there is nothing to
indicate that this procedure is followed now to any
greater extent than at any previous time. The
authorities maintain complete secrecy with respect
to exchange operations, so that any conclusions rela-
tive to the situation must be based upon reports
from unofficial sources in Argentina and in the
United States.

So far as the supply of exchange for importation
from the United States is concerned, the situation
has settled down into a position where importers are
basing their policies upon the expectation that they
will probably have to get their dollars in the “free”
market. The largest single industry which could be
affected by general adoption of this attitude would
seem to be the automobile industry, though any
industry which could compete at all in Argentina
with costs based upon free market rates would be in
the same position. It is not believed that there will
be any increases in the present rate of granting per-
mits for the liquidation of frozen accounts of foreign
concerns. Practically no exchange is being given
for liquidation of such of these accounts as represents
shipments of merchandise by American exporters.
Argentine reports state that the Minister of Finance
is contemplating the issue of short-term bonds
similar to those issued last year to assist exporters
of goods to Argentina. It has been reported that the
Minister of Finance has been considering such an
operation at an exchange rate about half-way between
the official and ‘“free’” market rates. Hence there
would be three rates of peso exchange. Agitation
has been constant on the part of Argentine importers
for compensation by the Government for losses
claimed to have been sustained as the result of depre-
ciation of the peso last year. The importers maintain
that they have sold imported merchandise at prices
based upon exchange rates prevailing before the Gov-
ernment devalued the peso and have been forced to pay
for the merchandise at rates which cause them to
incur large losses. The British Chamber of Com-
merce in Buenos Aires recently announced that the
Minister of Finance stated to its representative that
he has practically completed plans for the issue of
short-term bonds, at a favorable exchange rate, to
the complaining importers. On the whole no group,
whether the Argentine importers, the exporters, the
foreign creditors or foreign debtors, or the Govern-
ment itself is satisfied with the exchange control.
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The same conclusion may be reached with respect
to the results of exchange control in all the other
South American countries. One important develop-
ment in the Brazilian exchange situation in recent
months has been the growth of the “gray’’ exchange
market. KExchange in this market is derived from a
percentage of export drafts which exporters of
products other than coffee are allowed to sell, with
permission of the Bank of Brazil, to such importers
as the Bank may determine. Thus exporters of
cotton, cocoa, hides, skins, and other products, the
exportation of which the Government is desirous of
encouraging, receive, for the percentage withheld, a
rate more favorable to them than the official rate.
Many importers unable to obtain official exchange are
permitted to purchase this “gray” exchange. In
this way importers of articles which could not be
considered as “raw materials” or “necessities’ are able
to cover their commitments. There have been
charges of favoritism and other unethical practices
in connection with the distribution of this “gray”
exchange, but it is of course difficult to obtain
definite proof of such practices. It would seem that
this “gray’ market is entirely distinet from the un-
official or so-called “bootleg” market, and that there
are in Brazil also three rates of exchange. A similar
state of affairs seems to exist in Chilean exchanges,
where the middle rate is known as the “export’’ rate.

Argentine paper pesos closed on Friday nominally
at 337% for bankers’ sight bills against 3374 on Fri-
day of last week; cable transfers at 34, against 34.
Brazilian milreis are nominally, quoted 814 for bank-
ers’ sight bills and 814 for cable transfers, against
814 and 814. Chilean exchange is nominally quoted
1014, against 1014. Peru is nominal at 23.00,
against 23.25.

1, B
XCHANGE on the Far Eastern countries has
presented no new features of importance for
many months. The Japanese yen has displayed an

FOREIGN EXCHANGE RATES CERTIFIED BY FEDERAL RESERVE
BANKS TO TREASURY UNDER TARIFF ACT OF 1022.
MAY 26 1934 TO JUNE 1 1934, INCLUSIVE,

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

May 26. | May 28. | May 29.

OPE— s s $ s | s |
.189620% .188808%| 188958+ | .189360%

233608 | 1233708
.013000% .012750*
.041621 | .041660
226985 | 226966

5.083973 |5, 083416

Country and Monetary|
Unit,
May 30. | May 31.| June 1.

189200‘
Belgium, belga 358

Czechoslovakia, krone
.226283

5.066833
022375
065820
300285
009440
676557
.297500*

1227183

England, pound
5. 089666

sterling

Germany, reichsmark :

Holland, gullder
Hungary, pengo

Norway, kro
Poland, zloty...
Portugal, escudo

Spaln, peseta.
1022633

1022683 1022675

Yugoslavia, dinar
ASIA—

China—
Chefoo (yuan) dol'r| .327016
Hankow (yuan) dol'r| .32
Shanghla(yuan)dol'r| .
‘Tientsin (yuan) dol'r| .32
Hongkong, dollar. .| .36

India, Tupe€.........| .

Japan,

327016 .324583
327916
326875
327916
.363750
381590

yen . 301615 | .
Blnnpore (8.'8.) dol'r| . 595625 | .595625
AUSTRALASIA—

Australia, pound 4.060000*4.054687* 4.048437*
New Zealaud, pound.|4.072187*4.066562* 4.060625*
AFRICA—
South Africa, pound. . 5.031500%5.025250* 4.024750*
NORTH AMER.—|
1.001666 (1.002942

Cuba, peso o 999150

Mexico, peso (silver).| . 277566

Newfoundland, dollar, .999375 | .999187
R

.339300% .338933%
.084790% .084770%
.102625% .logggg:‘
Uruguay, peso. .802250* .80358:

Colombia, peso 1610700 1606100*

* Nominal rates; firm rates not avallable,

-326250

1380350
1300440
1594375

4.039375%4.037812%
4.051250*4.040531*

5.010250% 5.010500*

1.002812 |1.002786
099950
277400

1.000312

.337733% .337800*%
L085156% .084968*%
.012325% .102325*
.802583% .802000*
591700+ .591700%

.338833%
.085175*
.102525%
.804000*
.600600%,

Argentina, peso.
Brazll, milreis.
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easier tone throughout the week as the unit follows
very closely the course of sterling exchange. The
Chinese units show a softer tone, as they follow the
quotations for world silver prices, which at present
are hesitating. The Indian rupee fluctuates in
strict relation to sterling, to which it is legally at-
tached at the rate of 1s. 6d. per rupee. Closing
quotations for yen checks yesterday were 30.10,
against 30.22 on Friday of last week. Hong Kong
closed at 36 5-16@363%, against 3674@36 15-16;
Shanghai at 3234, against 3314@33 3-16; Manila at
4974, against 5014; Singapore at 5934, against 60;
Bombay at 3815, against 38.30 and Calcutta at
381%, against 38.30.

Gold Bullion in European Banks.

HE following table indicates the amount of gold

bullion in the principal European banks as of

May 31 1934, together with comparisons as of the
corresponding dates in the previous four years:

Banks of— 1934, 1933. 1932. 1931. 1930.

£ £ £ £ £
Eangland..| 192,088,557 187,402,773| 129,341,726/ 152,934,078| 156,879,085
619,716,658 647,606,207 635,761,886 445,072,484
17,752,200/ 38,196,300| 109,134,450
90,374,000 90,108,000, 96,945,000
70,483,000 60,895,000, 57,460,000
69,744,000( 78,121,000/ 37,495,000
76,458,000 72,341,000, 41,334,000
73,388,000 76,777,000, 25,713,000
12,031,000/ 11,443,000/ 13,303,000
7,397,000 8,032,000 9,552,000
6,569,000 6,561,000 8,133,000

Total week|1,216,506,365|1,259,205,1801,207,577,912| 997,076,012 909,073,374
Prev. week!1,213,701,722/1,250,469,974!1,105,857,243! 993,107,621\ 909,972.558

a These are the gold holdings of the Bank of France as reported in the new form
of statement. b Gold holdings of the Bank of Germany are exclusive of gold held
abroad, the amount of which the present year is £1,426,200.

The Revised Wagner Bill and the
Labor Situation

In an elaborate statement released to the press on
May 25, the Senate Committee on Education and
Labor took the extraordinary step of issuing an ex-
planation and defense of the revised Wagner bill a
day in advance of the presentation of the bill to the
Senate. The announced purpose of the statement
was to offset propaganda and correct misleading
assertions regarding the bill by stating “at the out-
set what the bill does not do or try to do.” The
amended bill, it was pointed out, does not authorize
the NRA or any other Government agency to fix
wages, regulate rates of pay, or limit hours of work.
It does not require any employee “to join any form
of labor organization,” nor compel an employer to
make a closed shop agreement with a labor organiza-
tion or consent to a check-off agreement, these
matters being “left to the parties to settle by the
orderly process of collective bargaining and free from
suggestion, much less direction, from the Govern-
ment.” It does not empower the board which it
sets up to settle “all labor grievances,” but restricts
the quasi-judicial powers of the board to four
‘unfair labor practices and to cases in which the
choice of representatives is doubtful.” Even then,
the statement continues, “the board’s compulsory
action is limited to cases that have led or threaten
to lead to labor disputes that might affect commerce
or obstruct the free flow of commerce. The bill
makes it impossible for the board to exercise any
compulsory power in a purely local and intra-State
dispute.”

An examination of the text of the bill as laid before
the Senate on May 26 shows that the revised measure,
notwithstanding the Committee’s disclaimers and
explanations, has been by no means rid of mis-
chievous provisions. Of the four “unfair labor prac-

Netherl'ds.
Nat. Belg.
Switzerland
Sweden ...
Denmark. .
Norway...
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tices” dealt with in Section 3, three are directed
at employers and only one at employees. The three
employer specifications brand as unfair any attempt
on the part of an employer to impair, “by inter-
ference or coercion,” the right of employees to form
or join labor organizations, designate representatives
of their own choosing, and engage in collective bar-
gaining; to interfere with or dominate any such
labor organization or give it financial support, except
that wages may be paid for the time spent in the
business of the organization; or to encourage or dis-
courage membership in a labor organization by dis-
crimination in hiring, tenure, conditions of employ-
ment, or by ‘“contract or agreement.” The only
prohibition on employees is one classing as an unfair
practice any attempt on their part to impair, by
interference or coercion, the right of employers “to
join or form employer organizations and to designate
representatives of their own choosing for the pur-
pose of collective bargaining.” The Committee may
well have smiled grimly when it wrote this prohibition
into the amended bill, since the ‘“unfair labor prac-
tice” which is solemnly prohibited is, as has been
well said, “something that employees practically
never attempt and have no reason to wish to do.”

Paragraph 4 of Section 3, however, relating to the
encouragement or discouragement of membership in
a labor organization, reproduces and continues one
of the worst features of the original Wagner bill.
The paragraph declares, in the form of a proviso,
that “nothing in this Act, or in the National Indus-
trial Recovery Act, or in any code or agreement
approved thereunder, or in any other statute of the
United States, shall preclude an employer from
making an agreement with a labor organization (not
established, maintained or controlled by any unfair
labor practice) to the effect that a person seeking
employment shall be required, as a condition of
employment, to join such labor organization, if the
agreement is sought by a majority of employees in
the unit covered by it when made.” On its face the
proviso may seem to be impartial, but in fact it is
nothing of the kind. The proviso opens the way
for a National labor organization affiliated with the
A. F. of L. to organize a bare majority of the em-
ployees of an establishment, obtain from them some-
thing that can be represented as an expression of
opinion in favor of the discriminating requirement
mentioned, and then bring pressure upon the em-
ployer, by stirring up discontent or threatening a
strike, to require the minority of employees, however
large or however differently organized, to join the
A. F. of L. union if they want their jobs. The way
is equally open for the A. F. of L., bent, as William
Green has declared, upon so increasing its member-
ship as to “leave no room in the United States for
any other labor movement,” to denounce a company
union and threaten a strike if the company union
presumed to ask for a similar requirement, not-
withstanding that the company union might repre-
sent a large majority or practically all of the em-
ployees. No one who knows the spirit and methods
of the A. F. of L. is likely to believe for a moment
that that organization would acquiesce without demur
in an exclusive and discriminatory agreement with a
company union, in spite of the fact that, if 519, of
the employees of a plant could be mustered under
the A. F. of L. standard, it would make all possible
effort to obtain a precisely similar agreement on
its own account.

Chronicle
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Section 10 of the revised bill, relating to the
representation of employees, contains a mixture of
mandatory and permissive language which bodes ill
for harmonious relations between employers, em-
ployees and the National Industrial Adjustment
Board which the bill creates to replace the present
National Labor Board. The point will be made
clear by italicizing the relevant expressions. “In
any disputes,” the first paragraph of the section
reads, “as to who are the representatives of em-
ployees, the Board, if the dispute might burden or
affect commerce or obstruct the free flow of com-
merce, may investigate such dispute and certify to
the parties, in writing, the name or names of the
individuals or labor organizations that have been
designated and authorized to represent employees.
In any such investigation the Board shall hold an
appropriate hearing, and the Board shall be author-
ized to take a secret ballot of employees, or to utilize
any other suitable method to ascertain by whom
or by what labor organization they desire to be
represented. The Board shall decide whether eligi-
bility to participate in a choice of representatives
shall be determined upon the basis of employer unit,
craft unit, plant unit, or other appropriate unit. Each
unit may be given representation in proportion to its
membership. The Board may determine that repre-
sentatives agreed upon by the majority of employees
in an appropriate unit shall represent the entire unit
for the purpose of negotiating agreements concerning
terms and conditions of employment. . . . In any
dispute not of the character described” in the para-
graph just quoted, “as to who are the representatives
of employees, the Board may offer its services to aid
in determining who are such representatives.”

Whether the language of the bill is ‘‘shall” or
“may,” there can be no reasonable doubt of what the
Board, if it comes into existence in accordance with
the terms of this bill, will be likely to do. If it
chooses to consider a dispute about employee repre-
sentation as one which “might’”’ affect commerce,
it may investigate. It may also, under paragraph
(b) of the bill, “offer its services” if the dispute
does not affect commerce. As all disputes will
obviously fall into one or the other of these two
classes, the Board will be at liberty to intervene
in any case. Once it has decided to intervene, it is
under obligation to hold a hearing, it may take a
secret ballot, it must decide the basis of representa-
tion, and it may deprive a 499, minority of em-
ployees of such representation as they desire by
according representation only to the majority. In
this last respect the Board is in a position to play
into the hands of the A. F. of L. as effectively as
does the provision of Paragraph (4) of Section 3,
already quoted, regarding the permissive requirement
of membership in a majority labor organization as
a condition of employment. Under neither of these
provisions has a minority of employees any recourse
left to it except the constitutional right of petition
for redress of grievances, and there is no recog-
nition of such right in the bill. The theory of the
bill, as far as employee representation is concerned,
appears to be that a minority, however large, must
yield to a majority, however small, and this irre-
spective of whether the minority desires some form
of organization different from that of the majority,
or is content with no formal organization at all.

A further objection to the provision which makes
it “unfair’” for an employer to “encourage or dis-
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courage membership in any labor organization’’ was
pointed out on Wednesday by James A. Emery,
counsel for the Manufacturers’ Association. “Com-
munistic unions,” Mr. Emery said, “exist on every
side. They continually foment labor disturbances.
While dealing with employers respecting working
conditions, they excite strife, incite violence, stimu-
late discontent and aim at the subversion of political
and social institutions by force. Yet under this bill
an employer who in any way discouraged member-
ship in such an organization is to be told by the
Government which it would overthrow that he vio-
lates the law.”

The revised Wagner bill is being pressed for pas-
sage in Congress, it is said, with the active support
of President Roosevelt, in the hope that it may
prove effective in checking the epidemic’of strikes
that is spreading in the country. There seems small
reason to expect that it will accomplish much in that
direction. The strikes that have multiplied omi-
nously in one State after another have various
causes, but one of the most potent connects itself
at bottom with the fixed purpose of the American
Federation of Labor to dominate the industrial
labor situation, put an end to company unions and
establish the closed shop. It is not clear that the
revised Wagner bill gives the Federation all the
opportunity in those directions that its more radical
leaders apparently desire, but it is very far from
freeing either labor or the Government from such
hold as the Federation already has in the Admin-
istration’s labor policies, and it does not assure an
amicable adjustment of the controversies which in
any case must be expected to arise. The protesta-
tions of impartiality on the part of the Adminis-
tration, as far as the union question is concerned,
that come out of Washington must be taken with
many grains of salt; the Wagner bill is to all intents
and purposes an Administration measure, and to the
extent that it leaves the way open for the con-
tinuance of controversy and agitation over the type
of labor organization that shall be established. it
must be taken as indicating an unwillingness on the
part of the Administration to take a definite stand.
It is a fair question whether Mr. Green and his
associates, by arraying themselves against any kind
of labor organization except their own and any
scheme of collective bargaining that does not meet
their wishes, are not obstructing the recovery in
whose extension every worker, whether a member
of a union or not, has a vital interest. In any case
the Wagner bill, instead of helping the attainment of
industrial peace, seems likely to leave one of the
principal causes of discontent and disturbance just
about as it has been ever since the recovery pro-
gram was launched.

World’s Railways Comprise More Than
Four-Fifths of a Million Miles

United States Accounts for Largest Network

The total railway mileage of the various countries
throughout the world now aggregates 801,291 miles.
This figure represents miles of first main track only.
How pre-eminently the United States is the railway
nation of the world is shown by the fact that over
319 of this vast network of steel falls within its
borders. Out of the entire gain of 116,677 miles of
railway for the whole world between 1913 and 1931,
23,917 miles—or nearly 209%—were contributed by
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the two Americas, despite the large reduction which
was brought about by the abandonment of tracks
in various parts of the United States between 1913
and 1931.

The railway systems of the five great geographical
divisions of the earth compare in miles of line—
first main track—owned as follows:

Railway X\Iileag Increase in Mileage.
1913. 19

377.:124 1031 e
227448
214008 2501140

TOTGIMETR. ol ot & Eoye 684,614 801,201

North and South America combined account for
more than 479, of the world’s railway mileage; the
Americas and Europe combined contain over 789,
while the vast areas of Asia, Africa and Australia,
altogether, represent the remainder of less than 229,.

The overwhelming leadership of the United States
as far as railroads are concerned may be indicated
by a comparison of individual countries; after its
249,680 miles, including Alaska, Canada is second
with 42,626 miles, while British India is third
with 41,481 miles and France fourth with 39,550
miles. Then follow in order, Russia in Europe,
36,739 miles; Germany, 36,404 miles; Great Britain,
24 414 miles; Argentina, 23,756 miles; Brazil, 19,720
miles; Japan, 17,966 miles; Mexico, 16,443 miles;
Poland, 13,406 miles; Ttaly, 13,049 miles; Union of
South Africa, 12,602 miles; Russia in Asia, 11,135
miles; Sweden, 10,445 miles; Spain, 10,139 miles;
(Cizechoslovakia, 8,553 miles; China, 8,426 miles;
Rumania, 7,424 miles; Belgium, 6,893 miles; Queens-
land, 6,622 miles; Yugoslavia, 6,296 miles; New
South Wales, 6,046 miles; Hungary, 5,921 miles;
Chile, 5,542 miles; Austria, 5,095 miles, and Egypt,
4,894 miles.

In relative growth the United States has not held
its own, for while the world railway mileage in
18 years increased 179, our mileage decreased
0.19%. The Americas as a whole increased 6.89,
while Europe’s growth amounted to 179%. Asia,
increased 48.49,. Africa took the leadership with
a growth of 559,. Australia’s railway mileage in-
creased about 459.

Regardless of the lack of growth of railway mileage
in the United States during the 18 years 1913 to
1931, it retained the track leadership of the Western
hemisphere with its total mileage of 249,680 for
the latter year, representing approximately 66.29%,
of the total mileage of the Americas, and more than
319, of the mileage of the world. It lacks but
0.49% of equalling the entire railway mileage of all
Furope; exceeds that of Asia by 1519, and is 2419,
greater than the railway mileage of Australia and
Africa combined.

By comparing the railway mileage of the United
States with that of some of the other countries of
the world we find that our mileage is about 57% times
as great as that of Canada, which contains the
next largest railroad system. It is more than six
times that of British India, and about six
times that of France; more than 6 4-5 times that of
Russia in Europe; 674 times that of Germany;
1014 times that of Great Britain; over 1015 times that
of Argentina, and nearly 24 times that of Sweden.

21,959

116,677

Railway Mileage and Population.

Considering the ratio of railway mileage to popu-
Jation the United States ranks fourth among the
principal countries of the world, with an allowance
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of only 20.3 miles of railway lines per 10,000 popu-
lation. Canada leads with a track mileage per
10,000 population of more than 42 miles. In Canada
the population is confined chiefly to the southern
border of the Dominion, while the millions of square
miles to the north have little population and less
railroad service. A similar situation exists in
Australia, where practically the whole northern part
of the island is virgin territory, sup