The Financial Situation

HE President’s radio address on Thursday
evening proved to be rather more of a cam-
paign speech than had been generally expected.
In several important particulars it nonetheless chal-
lenges the attention of the business community.
Many upright and forward-looking citizens will find
it difficult to banish a feeling of resentment arising
from the President’s repeated reiteration that all
those who disagree with him about his program
either have selfish ends to serve or else are to be
classed as “theoretical die-hards.” We feel that
Mr. Roosevelt, in fairness, ought to be willing to
recognize a difference of opinion regarding his poli-
cies; it is certain that a derogatory characterization
of those who disagree with him will not tend to
strengthen his support.

whether his profits are larger. Answers to such
questions as these would by no means always be
favorable to the policies of the past 15 months. But
even if they were, it would by no means follow that
the New Deal is worthy of support. Temporary,
purely artificial, and in the end really harmful ex-
pedients can produce, and as a matter of fact in a
number of cases have already produced, the super-
ficial appearances of substantial improvement. The
average man must decide for himself whether this
apparent improvement, where it exists, is real and
likely to endure, or whether it has been produced at
the expense of setting up conditions likely to cause
serious embarrassment and even disaster to all con-
cerned at a later date.

The Costs of Improvement

But nationally important
aspects of the position

In arriving at sound con-

taken by the President re-
quire careful consideration.
The New Deal has been con-
demned, first, as not being
effectively designed to ac-
complish the specific pur-
pose for which it was cre-
ated—to stimulate sound
recovery—but rather that
it has a tendency to retard
healthy business revival;
second, as not only un-
wisely interfering with pri-
vate business affairs of in-
dividuals but abridging or
attempting to abridge
rights guaranteed to indi-
viduals by the Constitution
of the United States.

Standards of Judgment

The President now asks
the people to weigh these
strictures on the scales not
of statistical evidence or of
legalistic argument, but of
direct and immediate per-
sonal experience of the past
15 months. Of course,
a trustworthy conclusion
cannot be reached if too
narrow an interpretation
is given to the President’s
suggestion.

Asking a Vote of Confidence

The President has issued instructions
to his official family and others in his
Administration that no partisan appeals
are to be made by them to the voters of the
country at least until he returns from his
vacation. He has likewise let it be known
that he himself intends to conform to his
ultimatum.

He and his aides will, however, ask for
support for the Administration’s program,
overwhelmingly economic in nature, and
for those who have shown their loyalty to
that program. The President is thus in
effect calling for a vote of confidence from
the country upon his record, supplemented
by certain plans and promises for the
immediate future.

It is an honest, wholesome and highly
commendable position that the President
is thus assuming. We hope that he will
continue throughout the coming campaign
to keep policies rather than party or per-
sonalities in the foreground.

A heavy responsibility is thus placed
upon the individual citizens of this coun-
try. They must familiarize themselves
with what has transpired in Washington
since March 4 1933, as well as with what is
being planned for the future. They must
then carefully and dispassionately make
up their minds whether they wish to follow
where such a program leads.

The President’s action is also a challenge
to the outstanding men in the business
world, for it is upon them that the rank
and file must depend for interpretation of
the course of public affairs. If Congress
returns to Washington next year with a
definite mandate to proceed with the New
Deal, it will be quite futile to oppose meas-
ures, however undesirable, that have been
in effect at this time approved by the
people.

If the people of the country had been

clusions concerning this
latter subject, the careful
business man will not over-
look the fact that the na-
tional debt has been enor-
mously increased during
the past year; that the
time may yet arrive when
the Government of the
United States will be un-
able to borrow at an advan-
tageous rate, and that in
any case the property
owner must face a long
series of years of exceed-
ingly heavy taxation before
Government finances can
be brought into order again.
He will not fail to take into
consideration that a very
large part of the additional
issues of Government secur-
ities now rests in the vaults
of the commercial banks of
the country, or pass lightly
over the extraordinary haz-
ard inherent in this fact.
He will not need to be told
that arbitrarily increased
wages have again virtually
obliged many enterprises to
instal antomatic machinery
where, under normal ecir-

cumstances, such a course would not be considered

asked in the autumn of 1928 to appraise the policies
of the Administration then in office upon the basis
of wage rates then obtaining, the ease with which
work could be found, the profits being earned by
individual enterprises, or the volume of business
being transacted, the verdict would have been highly
favorable. Yet history has demonstrated that at
that time we were but a year away from the brink
of economic disaster.

Errors equally egregious could easily be made at
this time. It is not enough to consider whether
wages are higher than they were a year ago, whether
the average man finds it easier now to obtain em-

loyment, whether the volume of his business has
gubstantially improved since March 4 1933, or
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wise. The implications of this movement, particu-
larly its threat to labor, are obvious. His own experi-
ence has already made him keenly aware of the im-
pediments placed in his path by the higher costs
that have been imposed upon him. If he is familiar
with the elementary principles of economics, he will
at once recognize that a policy of restricted produc-
tion in a world of want cannot in the nature of the
case lead to a more abundant life. All of these and
other kindred considerations must be taken into ac-
count in appraising the New Deal.

Evidence of Regimentation

As to the President’s defense against charges of
regimentation, there must be a good many leaders
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of industry in the country now who are quite will-
ing to meet the Chief Executive on his own chosen
field of debate. The owners of the textile mill in
Tennessee that has been obliged to close its doors
by the National Recovery Administration on grounds
that the Department of Justice considers too trivial
to constitute grounds for legal action ; men who have
faced, and who now face, imprisonment or heavy
fines for management of their businesses as seems
to them right and proper, and the thousands who
are daily told how many hours they may operate,
how much they must pay their employees, and what
prices they must charge for their goods and services,
should be ready to meet the President’s challenge.
The cotton and tobacco farmers are likely this
autumn to learn, if they do not already know, that
Congress has undertaken to abridge rights they, and
everybody else, supposed they had—to raise and to
sell (without having confiscatory taxes imposed
upon them) all the cotton and tobacco they con-
sidered marketable. A group of distributors of milk
have made it clear that they believe their constitu-
tional rights have been taken from them under the
Agricultural Adjustment Act, and a Federal Court
this week agreed with a representative number of
them in the Chicago area. The number of cases now
in the courts asking that various provisions in the
New Deal legislation be set aside as unconstitutional
suggests that there are many individuals who feel
that Congress is attempting to restrict the liberty
that is one of the basic principles of our democracy.

Financial

Subtle Encroachments

What percentage of the population is included
among these dissenters on constitutional grounds
there is no way of knowing. The question is, how-
ever, not how extensively we are being regimented
within, and in violation of, the provisions of the Con-
stitution, but rather how fully the general public
has come to an appreciation of the seriousness of
this restriction of individual initiative—this abridge-
ment of constitutional rights. Such imposition on
the liberty of freedom-loving people is necessarily
subtle. It stealthily encroaches more and more upon
domains thought secure; without general realization
on the part of the people that such process is taking
place. It is the more dangerous for that reason.
The people of this country owe it to themselves to
take the President at his word in this matter, and
give this aspect of the current situation prayerful
thought. In doing so they must not permit them-
selves to be misled by surface appearances, but must
delve down to the underlying realities. As for our-
selves, we should then have little doubt as to what
the conclusions would be.

“Social Management”’

HAT Mr. Tugwell now prefers to call “social
management,” the older term ‘“economic
planning” having come into disrepute, has again
been under discussion in important circles during
the past week. Upon his return to Washington on
Monday, the President was at once presented with
a preliminary report by his so-called National Plan-
ning Commission, headed by the Secretary of the
Interior and the Administrator of Public Works. Few,
if any, facts have been vouchsafed concerning the
contents of this document, in the preparation of
which Mr. Roosevelt’s uncle, a Washington architect,
and at least two university professors of nationali
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reputation took part. The President himself is de-
scribed as delighted with the report and is said to
have approved a “long-range” program based upon
it which is to be presented to the next Congress.
According to those most fitted to express an opinion,
this program is an elaboration of the message sent to
the Seventy-third Congress not long before its
adjournment, in which the President let it be known
that he intended to ask for extensive legislation next
year to broaden and presumably to complete his
general program popularly known as the “New
Deal.” Among other things, what is rather vaguely
styled land and water development, and social insur-
ance in some of its more advanced phases, are believed
to be included in the program thus formulated,
which, according to reports in the press, will call for
the expenditure of several billions more of the tax-
payers’ money.

Opposition to the AAA

ROM several other quarters a good deal has been
heard during the past week on the general
topic of economic and social planning. Whether the
address of Mr. Tugwell in Des Moines on Tuesday,
and the lengthy public statement of Mr. Hopkins in
Washington on Wednesday are meant to contribute
their part in the effort now evidently being made to
“sell” the New Deal to the public, can only be sur-
mised. These gentlemen, among others who of late
have been explaining, inferpreting and defending
Administration policies, are well informed members
of the President’s entourage. Certainly Messrs.
Tugwell and Hopkins are imbued with a certain
amount of authority in the Administration, and their
words therefore must be accorded an official quality.
The former, if press dispatches do not do him injus-
tice, was as usual quite non-committal. His address
was devoted mainly to complaint about opposition to
the Agricultural Adjustment Administration’s pro-
gram, in the course of which he warned his audience,
largely composed of the delegates to the Towa State
Bankers Convention, that the “obstructionist tac-
tics” of to-day are “preliminary to an attempt to
overthrow the agricultural adjustment program at
its foundation.” We do not profess to know what
effect the warning had upon Iowa bankers, but bank-
ers of our acquaintance would be greatly encouraged
by assurance that a movement of the sort was actually
under way and likely to succeed.

Essentials Clear

The speaker at other points had a good deal to say
about the multifarious efforts of the Federal Govern-
ment to direct and control our collective, and even
our individual, business lives, asserting that he pre-
ferred to call such a program “social management,”’
and the goal toward which it strives “a purposeful
evolution of society.” For our part, we cannot see
that it makes a great deal of difference whether all
this is called ‘‘economic planning” or “social manage-
ment”’—or, for that matter, “socialism,” “commun-
ism” or “fascism.” It is obvious that Mr. Tugwell
is an ardent advocate of the maintenance at Washing-
ton of a fatherly government that undertakes to tell
business men what they may do and what they may
not do in their daily affairs, carrying the process to
lengths never dreamed of even in Russia, twenty years
ago. No government is fitted to carry any such
program through to success and the attempt to do so
s necessarily enormously expensive, not only directly
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but indirectly, through loss of efficiency and enter-
prise. The whole idea is utterly alien to American
precedent, American conception of government, and
to that outstanding common characteristic of the
American people—independence.

Decentralization of Industry

MR. HOPKINS, Federal Emergency Relief Ad-

ministrator, also employed general terms in
his discussion of New Deal policies. His words, how-
ever, certainly would not tend to encourage the
thoughtful citizen in the belief that henceforth there
might be a lessening of governmental interference
with legitimate business. He echoed earlier state-
ments of the President in regard to the alleged de-
sirability of moving industrial populations to rural
areas where they presumably could earn a living upon
the land, schemes for unemployment insurance, old
age pensions and a continuous program of public
works. But he also added a word of his own about
“decentralization” of industry. He said: “There
should be a wide decentralization of industry.
Workers should be on the land, not cooped up in
city tenements. They should have good houses built
at fair prices—houses that won’t saddle them wit
an intolerable burden of debt. I believe industry
can operate just as efficiently in small units—yes,
more efficiently—than in large units.” If the speaker
were doing nothing more than giving expression to
a personal credo, the whole matter could naturally
be passed by without concern, although most think-
ing people would be inclined to add material quali-
fications to the assertions made. Mr. Hopkins, how-
ever, made it clear that he strongly favors a na-
tional policy that would bring these dreams to reali-
zation. This obviously would necessitate central eco-
nomic planning on a vast scale in a direction not
heretofore definitely proposed by public officials in
Washington. Let us hope that Mr. Hopkins is not
really as influential with the President as he is
currently purported to be.

It seems that we shall hear a great deal about
economic planning under one name or another dur-
ing the months to come. The American people have
never heretofore been resigned to having their Gov-
ernment dictate to them in their legitimate pursuits.
The great danger in it all is that the business struc-
ture of the nation may be strained to the breaking
point before the utter infeasibility, the complete lack
of sound economic basis for all these Utopian dreams
becomes so unmistakably apparent to the general
public that it is aroused to the point of calling a halt.

In Defense of{the Constitution

HE financial community was encouraged on
Tuesday by further evidence of what appears
to be a growing tendency on the part of the courts
to insist on upholding the Constitution of the United
States in spirit, and without evasion through resort
to technicalities. On that day a Federal District
Court in Chicago granted an injunction restraining
the Government from enforcing the provisions of the
x\gricultm-al Adjustment Administration’s milk li-
censing agreement against six independent milk

dealers in the Chicago milk shed area.

The case, which is discussed at length in an edi-
torial elsewhere in this issue, is important as show-
ing a disposition on the part of the court to look at
substance rather than form. Nominally, a regulation
of the distribution of milk, the license, the court
pointed out, actually dealt with production, the dis-
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tributors being used as an agency for regulating the
intra-State production of milk—an industry which
the court had no difficulty in holding was not inter-
State commerce but a matter wholly for regulation
by the State.

It will be recalled that the Supreme Court of the
District of Columbia, in August, declared the Agri-
cultural Adjustment Act, called into question by
milk dealers in this same District, to be constitu-
tional and the regulations and licenses thereunder
reasonable and valid. - The Supreme Court has not
yet passed upon the questions thus posed. Until it
does so, the status of the law and the licenses under
it cannot be finally determined. Yet the ruling now
handed down in Chicago, following as it does the
recent decision of the Supreme Court in the Ar-
kansas life insurance moratorium case, does not fail
to hearten those who firmly believe that serious
danger lurks in the tendency now prevalent in legis-
lative circles virtually to ignore the plain meaning
of the Constitution of the United States.

N

/

/ ; Priming the Pump
OW that the Reconstruction Finance Corpora-
tion and the Federal Reserve System are ready
to make loans direct to industry under the terms of
the Act recently adopted empowering them to do
s0, certain commentators have revived the old ex-
pression—“priming the pump” of business—to de-
scribe the process of the lending they believe is about
to begin. It is strange how persistent the notion is
that business can be induced to function normally
by further application of precisely the practices that
brought it to its present deplorable state. Nothing
but harm could result from such reckless extension
of credit by the Reconstruction Finance Corpora-
tion and the Reserve banks as the ill-advised en-
thusiasts recommend. The Reserve banks obtain
funds for such purposes by the simple expedient of
entering the appropriate figures upon their books
or by printing notes against what is now merely a
technical gold reserve. The Reconstruction Finance
Corporation indirectly obtains its funds in much the
same way as the latter method. The use of such
funds for improper purposes is the essence of in-
flation.

As a matter of fact the impression prevails that
both the Reserve banks and the Reconstruction
Finance ‘Corporation will be conservative in grant-
ing loans and making commitments under the new
Act. If such proves to be the case, the volume of
loans made will not be nearly so large as feared in
some quarters. Atany rate, we should at length have
a test of the truth of the charge so often made that
the banks of the country generally are at present
so unduly niggardly in the extension of credit as to
hamper the return of prosperity. There is of course
also the possibility that loans advanced by the Re-
construction Finance Corporation will directly or
indirectly serve to replace credits extended by other
lenders and now outstanding. However these things
may be, we cannot view with complete equanimity
the possibility now apparently impending that the
Reserve system will presently have added a consider-
able volume of relatively long term assets to its al-
ready badly frozen portfolio.

The Federal Reserve Bank Statement
CHANGES of importance are lacking this week in

the condition statement of the 12 Federal Re-
serve banks, combined. The Treasury discontinued
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for the time being its policy of depositing with these
institutions large amounts of gold certificates over
and above the actual imports and domestic receipts
of the metal, but this naturally has little effect on
the potentialities of credit expansion already
achieved through the extensive previous “cashing”
of the gold profit resulting from the devaluation of
the dollar. Gold certificate holdings of the banks
actually declined to $4,781,748,000 on June 27 from
$4,788,726,000 on June 20, and it appears likely that
this was occasioned by a reduction of the net circula-
tion of Federal Reserve bank notes to $46,347,000
from $55,353,000 in the same period. Monetary
stocks increased $11,000,000, according to the sum-
mary of credit transactions. Quite possibly the
Treasury refrained from depositing certificates for
the increase with the Reserve banks, or, if certifi-
cates actually were deposited, then offsets occurred
in the transactions between the banks and the
Treasury.

The only other item of interest in the current state-
ment is a reduction of nearly $3,000,000 in the Re-
serve System’s holdings of United States Govern-
ment bonds. This decline comes after an extensive
increase in the previous week, occasioned by the
June 15 Treasury financing. It would be gratifying
to find that the small recession now recorded indi-
cates a policy of concentrating the holdings in short-
term securities, but only subsequent statements will
determine this point. The total holdings of United
States Government - obligations were not greatly
changed, the figures on June 27 being $2,430,274,000
against $2,430,180,000 on June 20. Treasury notes,
which have maturities of not more than five years,
were increased to $1,219,172,000 from $1,192,609,000,
while the very-short-dated certificates and discount
bills declined to $741,849,000 from $765,365,000.

Owing to an increase in “other cash,” total re-
serves of the System were not much changed at
$5,044,523,000 on June 27 from $5,047,790,000 on
June 20. Borrowings from the Reserve banks by
member banks varied little, the total of discounts
being now $27,015,000, while bill holdings of the
Reserve banks also showed little change at
$5,215,000. Circulation of Federal Reserve notes
was modestly higher at $3,055,994,000. Deposits of
member banks on reserve account increased to $3,-
836,536,000 from $3,768,556,000, but Treasury de-
posits with the System declined and the aggregate
of deposits was only slightly higher at $4,195,980,000.
The small drop in total reserves, together with the
equally modest increase in deposit liabilities, caused
a decline in the ratio of total reserves to the com-
bined deposit and Federal Reserve note liabilities
to 69.6% on June 27 from 69.7% on June 20.

Financial

Corporate Dividend Declarations

IVIDEND declarations the current week were
featured by the favorable action taken by sev-

eral of the large railroad systems. The Pennsylvania
RR. declared a dividend of 1% on its capital stock
of $50 par value, payable Sept. 15; on March 15
last a similar dividend was paid, while the only
distribution made in 1933 was 1% in March. Atchi-
son Topeka & Santa Fe Ry. declared a dividend of
$2 a share on the common stock, payable Sept. 1;
this is the first dividend paid on the common stock
since June 1 1932, when $1 a share was paid. Read-
ing Co. declared a quarterly dividend of 50c. a share,
payable Aug. 9, which compares with 25c. a share in
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previous quarters. United States Smelting & Re-
fining Co. declared a dividend of $2 a share on the
common stock, payable July 14 ; previously the com-
pany paid quarterly dividends of 25c. a share to and
including April 14 last. Adverse dividend action
was taken by Southern California Edison Co., Ltd.,
which reduced its quarterly dividend to 37l4c. a
share, payable Aug. 15; from 1926 to and including
May 15 1934, quarterly dividends of 50c. a share were
paid.

Foreign Trade in May

MERCHANDISE exports in May were down

again, considerably below the value for any
month since September of last year. The decline
was largely in cotton exports, for which commodity
the movement abroad last month was smaller than
for any month since August 1931. On the other hand,
merchandise imports last month were little changed
in value from the preceding three months this year.
Exports amounted to $160,207,000 and imports
$154,647,000 the excess of exports for May this year
being only $5,560,000. In April, merchandise ex-
ports were valued at $179,437,000 and imports $146,-
523,000, the export trade balance for that month
amounting to $32,914,000. In May of last year ex-
ports were valued at $114,203,000 and imports $106,-
869,000, the excess of exports for that month being
$7,334,000. The increase in exports last month over
a year ago was 40.3%, while in imports it amounted
to 44.7%. For the eleven months of the present
fiscal year, from July to May, inclusive, merchandise
exports were valued at $1,871,352,000, compared with
$1,320,543,000 for the same time in the preceding
fiscal year, an increase for the latest date of 41.7%.
Imports for the same period in the 1933-34 fiscal
year amounted to $1,584,714,000, against $1,045,-
883,000 for the same time in the preceding fiscal
year, an increase of 51.5%. The increase shown for
May this year over that month in 1933, both for ex-
ports and imports, was heavy, but it was somewhat
less than that for the eleven months of the fiseal
year, especially in imports.

Cotton exports in May were down to 294,129 bales,
as compared with 402,167 bales in April and 611,935
bales in May 1933. It was in the value of cotton ex-
ports, for these different months, in which the varia-
tion was most pronounced. Cotton exports last
month were valued at $17,545,690 against $24,458,660
for April and $26,080,620 in May 1933. The reduc-
tion last month from a year ago was equivalent to
32.7% against an increase in all exports of 40.3%.
For exports other than cotton, the value last month
was $152,661,000 against $88,122,000 a year ago, the
increase this year amounting to 73.39,.

The specie movement in May changed somewhat.
Gold exports in May were the largest for any month
since January, amounting to $1,780,000 at the new
gold price, while gold imports further declined from
the very heavy movement earlier in the year, May
receipts, also at the new price, being $35,362,000.
For the eleven months, on a mixed basis, July to
May inclusive, gold exports from the United States
have been $279,575,000 against $131,012,000 during
the corresponding period of the preceding year. For
the same time the past year, gold imports were $791,-
780,000, compared with $397,843,000, the year before.
The net movement for gold in both years has been
on the import side. TFor the past eleven months it
has amounted to $512,205,000, while in the preceding
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year, covering the same eleven months, it was $266,-
831,000, on the import side.

The New York Stock Market

HE New York stock market remained dull and
spiritless this week, as traders and investors
appeared to regard the favorable and unfavorable
developments as of equal importance. Turnover in
stocks on the New York Stock Exchange hovered
around the 500,000 mark, dropping below that fig-
ure on Monday and again yesterday, while totals
somewhat exceeded the figure Tuesday, Wednesday
and Thursday. There were a few good features, occa-
sioned by new rumors of inflationary expedients and
favorable dividend announcements, but the market
as a whole was quite without a definite trend. There
were small gains last Saturday and equally small
losses Monday, while a more sustained advance oc-
curred Tuesday. Easier conditions on Wednesday
were followed by modest gains Thursday, and the
cycle was completed by a downward drift yesterday.
Metal stocks, especially those with an interest in
the precious metals, were firm during most sessions,
but the gains in this group were modified by reces-
sions yesterday. Railroad stocks were stimulated
by the resumption of dividends on Atchison Topeka
& Santa Fe Railway shares after an interruption of
two years, and by a further declaration of a 50c.
dividend on Pennsylvania RR. shares.

The chief adverse influence with which the market
had to contend was a drastic reduction in the esti-
mated rate of steel-making operations for the cur-
rent week. The American Iron and Steel Institute
estimated the operations at 44.7% of capacity for the
week beginning June 25, against 56.1% for last

week, this being the largest reduction for a single

week since the Institute started issuing weekly re-
ports last October. This decline apparently was
discounted to a large degree, as the announcement
was not followed by any material recessions in steel
or other stocks, but there is no doubt that it exerted
a subduing influence. Electric power production in
the United States, as reported for the week ended
June 23, was 1,674,566,000 kilowatt hours, against
1,665,358,000 kilowatt hours in the preceding week.
Carloadings of revenue freight for the week to
June 23 were 621,872 cars, or 0.7% higher than in
the preceding week. These indices furnished partial
offsets to the perturbing recession in steel opera-
tions. The listed bond market was quiet, with high-
grade issues well maintained, while speculative obli-
gations followed the trend of the equities. Foreign
exchanges offered little of interest. Grain quota-
tions sagged on Monday, but showed substantial
improvement thereafter.

As indicating the course of the commodity mar-
kets, the July option for wheat in Chicago closed
yesterday at 90%4c. against 897c. the close on Fri-
day of last week. July corn at Chicago closed yester-
day at 587gc. against 547gc. the close on Friday of
last week. July oats at Chicago closed yesterday at
4314c. as against 403gc. the close on Friday of last
week. The spot price for cotton here in New York
closed yesterday at 12.35c. as against 12.10c. the
close on Friday of last week. The spot price for
rubber yesterday was 14.06c. as against 13.38¢. the
close on Friday of last week. Domestic copper closed
vesterday at 9c., the same as on Friday of previous
weeks. Silver prices closed higher for the week.
This increase was due in large part to the heavy
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purchases of the metal, both for foreign account and
by the Government, to fulfil the provisions of the
new Silver Purchase Act. In London the price
yesterday was 2114 pence per ounce as against
20 1/16 pence per ounce on- Friday of last week,
and the New York quotation yesterday was 46.85c.
as against 45.40c. on Friday of last week. In the
matter of the foreign exchanges, cable transfers on
London yesterday closed at $5.051%5 as against
$5.0314 the close on Friday of last week, while cable
transfers on Paris closed yesterday at 6.60c. as
against 6.5934c. the close on Friday of last week.
On the New York Stock Exchange 48 stocks reached
new high levels for the year, while 32 stocks touched
new low levels. On the New York Curb Exchange
19 stocks touched new high levels for the year, while
37 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 233,350
shares; on Monday they were 489,320 shares; on
Tuesday, 617,500 shares; on Wednesday, 628,910
shares; on Thursday, 639,775 shares, and on Friday,
435,395 shares. On the New York Curb Exchange
the sales last Saturday were 54,510 shares; on Mon-
day, 107,930 shares; on Tuesday, 142,080 shares; on
Wednesday, 174,100 shares; on Thursday, 176,376
shares, and on Friday, 114,178 shares.

As compared with Friday of last week, prices for
the most part closed slightly higher than a week ago.
General Electric closed yesterday at 1934 against
1954 on Friday of last week; Consolidated Gas of
N. Y. at 331/ against 3315; Columbia Gas & Elec.
at 1334 against 1334; Public Service of N. J. at
36 against 3634; J. I. Case Threshing Machine at
505 against 487/ ; International Harvester at 33
against 3214 ; Sears, Roebuck & Co. at 4173 against
411/ ; Montgomery Ward & Co. at 2774 against 2654 ;
Woolworth at 4975 against 4934 ; American Tel. &
Tel. at 11314 against 11414, and American Can at
9614 against 96.

Allied Chemical & Dye closed yesterday at 13114
against 13914 on Friday of last week; E. I. du Pont
de Nemours at 88 against 8814 ; National Cash Regis-
ter A at 1614 against 1634 ; International Nickel at
26 against 2514 ; National Dairy Products at 1734
against 1734; Texas Gulf Sulphur at 3415 against
337 ; National Biscuit at 351% against 35; Conti-
nental 'Can at 7914 against 78; Eastman Kodak at
9714 against 97; Standard Brands at 2035 against
2014 ; Westinghouse Elec. & Mfg. at 3635 against
357 ; Columbian Carbon at 7355 against 7115 ; Loril-
lard at 1814 against 177%; United States Industrial
Alcohol at 4114 against 4094 ; Canada Dry at 2115
ex-div. against 21; Schenley Distillers at 27 against
2734, and National Distillers at 2314 against 2334.

The steel stocks closed lower for the week, on
news of the sharp curtailment in production and
the uncertainty with regard to the labor situnation.
United States Steel closed yesterday at 3894 against
395 on Friday of last week; Bethlehem Steel at
323/ against 3334 ; Republic Steel at 16 against
177, and Youngstown Sheet & Tube at 1934 against
22. In the motor group, Auburn Auto closed yester-
day at 223/ against 24 on Friday of last week; Gen- .
eral Motors at 3034 against 31; Chrysler at 387%
against 3834, and Hupp Motors at 354 against 315.
In the rubber group, Goodyear Tire & Rubber closed
yesterday at 2754 against 2734 on Fridav of last
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week; B. F. Goodrich at 1234 against 127, and
United States Rubber at 18 against 1834.

The railroad stocks were irregularly changed for
the week. Pennsylvania RR. closed yesterday at
3014 against 3014 on Friday of last week; Atchison
Topeka & Santa Fe at 5814 against 57; New York
Central at 2814 against 29; Union Pacific at 123
against 123; Southern Pacific at 24 against 23;
Southern Railway at 24 against 25, and Northern
Pacific at 24 against 2334. Among the oil stocks,
Standard Oil of N. J. closed yesterday at 44 against
4375 on Friday of last week; Shell Union Oil at 8
against 834, and Atlantic Refining at 2474 against
243%4. 1In the copper group, Anaconda Copper closed
yesterday at 147 against 1454 on Friday of last
week ; Kennecott Copper at 2134 against 21; Amer-
ican Smelting & Refining at 4254 against 4014, and
Phelps Dodge at 1714 against 165%.

European Stock Markets

RICE trends on stock exchanges in the leading
European financial markets were generally
firm this week, notwithstanding occasional uncer-
tainty. Inactive sessions were the rule at London,
Paris and Berlin, but the modest buying sufficed to
advance the quotations in most securities. Summer
dullness now has set in on all the large foreign securi-
ties exchanges, and the trading has been additionally
restricted this week by the many political and finan-
cial developments of importance to investors. One
of the most important of these incidents was the
start of negotiations in London on the debt service
for external German Government loans. The British
threat of a clearing system for impounding sterling
funds due to Germans occasioned a counterthreat of
a German clearing system applicable to all countries
in the British Commonwealth of Nations, and the
distressing possibility thus arises of a further
diminution of world trade. Drouth conditions con-
tinue to prevail in a wide area of Europe, and this
also tends to modify activity in securities markets.
The firm tone of leading issues indicates, however,
that such factors have been discounted to a great de-
gree, and are overshadowed by the continued good
trade reports of the foremost industrial countries.
The registered unemployed in Great Britain now
number only a little more than 2,000,000, and the
total compares with the figure prevalent in Decem-
ber 1929. There are again some signs of apprehen-
sion regarding further international currency ex-
periments, but these were not an influence on the
securities markets during the current week.
Trading for the week was started on the London
Stock Exchange in a firm fashion, but transactions
were on a very limited scale. British Government
funds made progress, while home industrial issues
were slightly irregular. Anglo-American trading
favorites were dull and not much changed, but Ger-
man bonds improved on reports that the German
authorities had accepted an invitation to a confer-
ence in London on the transfer problem. In Tues-
day’s session demand for British funds was con-
tinued and further gains were registered. Industrial
securities also were favored, with motor and avia-
tion stocks the leaders of the advance. South Afri-
can gold mining stocks improved after a weak open-
ing, but international issues were dull and lower.
Some improvement in business was noted Wednes-
day, with British funds again in greatest demand.
Stocks of aviation companies were marked sharply
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higher on statements that the British air force would
be increased without delay. Industrial stocks gener-
ally improved, and gains also were recorded in the
international issues. The firm tone was maintained
in most departments of the market, Thursday.
British funds were subjected to a little profit-taking,
but the offerings were easily absorbed and most is-
sues showed net gains at the close. Aviation stocks
dipped, but other industrial securities were well
maintained, and there was also a good tone in inter-
national issues. British funds again were in demand
yesterday, but most other securities showed slight
declines. \

The Paris Bourse was dull and somewhat ir-
regular in the initial session of the week. Rentes
were firm and there were some advances in the gold
mining stocks listed at Paris, but most other securi-
ties were slightly easier. German loans declined
despite indications that the French Government
would take measures to maintain service. Dealings
Tuesday were again extremely quiet, but rentes re-
mained in demand and further advances were re-
corded. The trading in other issues was little more
than nominal, and most changes were in the direc-
tion of slightly lower prices. There were no changes
of any importance on Wednesday, at Paris. Rentes
declined slightly because of opposition to measures
of fiscal reform in the Chamber of Deputies. Other
securities showed gains and losses in equal propor-
tions. The irregular tendencies were continued
Thursday, as the political opposition to reform
measures was again in evidence. Rentes were not
much changed, but bank stocks lost ground. Small
advances were the rule in a quiet session yesterday
on the Bourse.

There was little trading on the Berlin Boerse in
the initial trading session of the week, but the gen-
eral tone was firm. Potash stocks were especially in
demand and gains of 3 to 5 points were registered.
Changes in other groups of issues were small and in
both directions. In Tuesday’s dealings advances far
outnumbered the declines, notwithstanding the
Reichsbank report showing a further large loss in
gold and gold exchange reserves. Departure of a
German delegation for London to discuss the trans-
fer problem occasioned hopes that a trade war with
Britain would be averted, and almost all securities
improved. In a few instances the gains amounted
to 3 to 5 points. The advance was continued, Wed-
nesday, with stocks of all descriptions in demand.
Bonds were dull, and the market conveyed the im-
pression that the declining Reichsbank reserves at
length were causing apprehensions regarding a new
inflation in the Reich. The tone was irregular on
Thursday, partly as a result of rumors of dividend
reductions by important companies. Potash stocks
remained in demand, but other issues were slightly
lower. The trend yesterday was downward, with
recessions quite pronounced in some industrial
stocks,

British War Debt Note

HE international controversy regarding war
debts has been concluded for the time being

by a British note to the United States in which it
is suggested that the method of payment is of less

importance than the amount involved. This com-
munication, published Thursday, was in response
to the American note of June 12, in which Secretary
of State Cordell Hull reminded the London Govern-
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ment that there is no connection between the debts
owed by other countries to Britain and the British
obligations to the United States. Mr. Hull also
suggested at the time that payments in goods might
be one possible avenue of approach for solution of
the transfer difficulties mentioned by the British
Government, when it notified Washington of its de-
cision to effect no payment whatever on June 15.
The latest British communication on the subject ad-
mits that there is no legal connection between the
British international debits and credits, but re-
iterates that it would be impossible to contemplate a
situation in which war obligations were paid in full
while demands for repayment of war obligations due
the British Government remained in suspense. The
suggested payments in kind, it was stated, would be
subject to the same difficulties that were encountered
under the German reparations payment system. A
statement made by General Dawes in 1924 was
quoted to the effect that deliveries in kind are not
really distinguishable from cash payments in their
financial effects. Deliveries in kind would be feas-
ible only if they were to consist of the indigenous
products of the debtor country and if they were ac-
cepted by the creditor in an amount over and above
the normal consumption of the same products, it
was pointed out.

Althongh willingness was expressed to explore
further the possibilities of deliveries in kind, the
British Government remarked that it is unable to
see any method of putting such a plan into practice
that would commend itself to the United States
Government. The primary question from the British
viewpoint relates to the amount that should be paid,
having regard to all the circumstances of these debts.
The British Government regret, it was added, “that
up to the present time it has not been possible to
make further progress in this matter, but they will
welcome the opportunity of resuming the discussion
whenever it may appear that the present abnormal
conditions have so far passed away as to offer favor-
able prospects of a settlement, since they are always
anxious to remove from the sphere of controversy
all or any matters which might disturb the harmo-
nious relations between the two countries.” TLondon
reports indicate the prevalence of an impression
there that Washington desires to postpone further
debt negotiations until after the Congressional elec-
tions in November, but this was not held in Wash-
ington to be a well founded view. Nevertheless, it
was generally agreed that the discussion will be
discontinued for the time being. There have been
no further published communications with other war
debtors, who are apparently content to await the
results of the Anglo-American exchange.

German Default Negotiations

lN a well documented reply to the German Govern-

ment’s moratorinum note of June 15, Secretary of
State Cordell Hull has taken up the defense of all
American holders of German dollar bonds. The
American note, published yesterday, insists upon
equal treatment of American investors with the
holders of German external bonds in other countries,
and it answers point by point the contentions of the
German authorities that their moratorinm declara-
tion was due largely to policies adopted elsewhere.
«mhis Government receives with grave regret,” Mr.
Tull said, “the announcement that the losses already
heing borne by American investors in German securi-
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ties are thus to be augmented. This action will be a
further dislocation of the process of international
finance on which the international trade of the world
has developed, and a discouragement to international
co-operation.” Especially perturbing, the note in-
dicated, are various suggestions that discrimina-
tion may be practiced between the various national
groups of holders of German securities. Mr. Hull
pointed out that terms of the agreements under
which German loans were floated call, in general, for
equal treatment of all investors. In the case of the
German Government’s external loans the credit of
the Government is pledged on terms of unconditional
equality to all investors. This requirement for equal
treatment was emphasized several times in the com-
munication.

Exception is taken by the Secretary of State to
a number of the contentions in the German mora-
torium communication. Perhaps the most telling of
the American rejoinders is the objection to the Ger-
man historical survey, which intimated that the Ger-
man transfer difficulties are due largely to the
former reparations payments. The United States
received no reparations payments from Germany,
Mr. Hull reports. It is pointed out that the Ameri-
can loans to Germany were not political in any
sense but were for productive purposes. As such,
they contributed greatly to the recovery of German
trade and industry after the collapse of 1923. The
German statement that unparalleled efforts were
made to honor the German loans and that further
payment depends upon increased absorption else-
where of German goods also is questioned in
the American note. Policies pursued by creditor
countries are by no means the sole factors in a trans-
fer situation such as now confronts the Reich, as
the policies pursued by the debtor Government are
at least equally important, Mr. Hull declared. “The
German Government is no doubt aware,” it was
added, “that its policies have created opposition in
many parts of the world, which has expressed itself
in various trade conflicts and the probable reduction
of Germany’s capacity to transfer.” The German
policies unquestionably stimulated the desire of
short-term creditors for liquidation of their lines in
Germany and this contributed to the transfer crisis,
while additional reduction of exchange resources
was occasioned by the substantial repurchases of
German securities, it is contended. “The asserted
anxiety of the German Government to make every
effort to meet its obligations cannot be proven by
a mere display of its depleted balances, but must be
evidenced from an examination of the whole trend
and operation of German policy,” the note remarks.
“For these and other reasons, the narrow and ex-
clusive connection which the German Government
seeks to establish between the payment of its ex-
ternal obligations to American investors and the
current state of the direct bilateral commodity trade
balance between the two countries seems to this
Government a distinctly inadequate approach to
the problem.”

Conferences between officials of the German and
British Governments were started at London, Wed-
nesday, in an attempt to avoid the reprisals and
counter-reprisals that have been threatened as a re-
sult of the German Government’s announced inten-
tion to default on foreign currency interest pay-
ments against the external 7 and 514 % loans of 1924
and 1930. While the discussions were in progress,
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Parliament in London completed the passage of the
measure giving the British Government power to
establish an exchange clearing house for impound-
ing sterling due to Germans and paying necessary
sums to the British holders of the bonds. The text
of the British note inviting the Germans to send a
delegation to London for conversations on the de-
fault was published in London late last week. In
this communication it was remarked that British
creditors were willing to make temporary conces-
sions of an emergency character to overcome the
transfer difficulties, but it was pointed out re-
peatedly that those difficulties are being aggra-
vated by the political and economic policies of the
Reich itself. Attention was called to the large scale
repatriation of German bonds that has been in prog-
ress for some time, and it was added that “for reasons
already given a refusal to continue service on the
Dawes and Young loans cannot be justified.” Ger-
many’s credit will be destroyed by the default, it
was argued, and this will gravely impair the possi-
bilities of maintaining the imports of essential raw
materials.

Berlin made it known the following day that the
invitation would be accepted, and the German dele-
gation arrived in London on Wednesday. It consists
of Robert Ulrich, of the German Foreign Office eco-
nomic section; Fritz Berger, of the Ministry of Fi-
nance, and Karl Blessing, a Director of the Reichs-
bank. The negotiations for the British Government
were conducted by Sir Frederick Leith-Ross, chief
economic adviser to the British Government, and a
group of Treasury officials. London dispatches of
Wednesday indicated that the Germans were at-
tempting to draw distinctions between the Dawes
and Young plans, the priority of the Dawes obliga-
tions being admitted, while claims were made that
no equal obligation attaches to the Young loan.
They contended also that Great Britain ought to
absorb more German goods in order to make the
transfers feasible, but these arguments are not be-
lieved to have impressed the British authorities.
The latter were reported to be willing to consider a
reduction of the interest on the loans, but not to
forego payments altogether. The German delega-
tion was reported, Thursday, as advising Berlin that
fresh instructions were necessary if the conference
is to succeed and the establishment of the exchange
clearing house in London averted.

The measure providing authority for the exchange
clearing system in London was passed by the House
of Commons on Monday and by the House of Lords
on Thursday, so that legal authority now exists for
the unusual step threatened by the British Govern-
ment. The bill named no government, and there was
a good deal of grumbling in the House over the ap-
parently unlimited authority conferred on the Na-
tional Cabinet to deal with this or any similar situa-
tion. Even if the dispute with Germany is adjusted,
the bill will stay on the statute book as a powerful
weapon that could be invoked at any time, it was
pointed out. The measure, nevertheless, was passed
without a record vote, and the Lords rushed it
through without delay. The negotiations in London
are being observed with close interest by representa-
tives of the British Dominions, owing to threats by
Chancellor Hitler and Dr. Hjalmar Schacht, Presi-
dent of the Reichshank, that the Germans, in turn,
will establish a clearing system applicable to all
parts of the British Empire if the British Govern-
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ment makes good its threat. Most of the Dominions
export to Germany much more than they import from
her, and a German clearing system would work hard-
ships upon them.

The French Government appears to be acting more
quietly, but also with determination to protect the
holders within France of the two German Govern-
ment loans. An announcement in Paris, on June 22,
stated that measures have been drawn which will
permit the Government, in case Germany does not
assure payment in foreign exchange of service on the
Dawes and Young loans, to arrange itself for the
transfer of the necessary sums that the German
Government is paying in marks. These measures
will be put into effect after July 1, if no accord has
been reached by that time, it was indicated. The
precise nature of the French measures has not been
revealed, but Paris reports have suggested surtaxes
on German goods as the probable method. A French
delegation left Paris for Berlin, late last week, to
negotiate a new trade treaty with the Reich and to
discuss the services on the two German Government
loans. On the outcome of the Berlin talks between
the French and Germans will depend whatever action
the French authorities have in mind. Gold and gold
exchange losses of the Reichsbank are continuing,
meanwhile, and the latest statement shows a note
cover of only 2.3%. Foreign exchange restrictions
within the Reich were tightened again last week.

Naval Armaments
AVAL armaments are in the forefront of dis-
cussion at the present time in the leading capi-
tals of the world, with the insoluble land armaments
problem of Europe relegated to the background for
the time being. Norman H. Davis, the United States
Ambassador-at-Large and expert on armaments mat-
ters, continued his negotiations in London early this
week which are designed to smooth the way for the
naval conference of 1935. Some concern was occa-
sioned in London by the revelation that the British
Government desires an increase in some types of
vessels over the tonnages set by the Washington and
London treaties, and it was agreed early this week
that further statements on the negotiations would
be by joint communication. Mr. Davis went to Paris,
Thursday, to confer with French authorities on naval
armaments, and this is believed to indicate that the
discussions have entered a new phase, possibly in-
volving the British standard of a fleet equal to any
two Continental European fleets. Before he left
London, Mr. Davis conferred at length with the
Japanese Ambassador to London, Tsuneo Matsu-
daira. Recent reports from Tokio have indicated
that the Japanese were willing to consider a non-
aggression pact with the United States in the Pacific
area, but Washington dispatches state that the
United States would not be interested in any such
accord. There have been suggestions that in view
of the naval armaments difficulties now looming,
present tonnage limitations might be extended to
1940 and the world conference held in that year
rather than in 1935. Tokio reports state, however,
that Japan would not countenance any such arrange-
ment and would prefer to denounce the existing
treaties.
International Labor Office
EMBERSHIP of the United States in the In-
ternational Labor Office, which is one of the
projects of the League of Nations, has been assured
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by the vote of Congress on June 16 and an invitation
for American participation extended by the Labor
Organization itself in the final sessions of a con-
ference at Geneva late last week. This branch of
the League is autonomous and it has for its aim the
improvement of living and working standards
through higher wages and shorter working hours.
Congress granted the President authority, on
June 16, to enter the International Labor Office, but
it was stipulated in the approving resolution that
the United States shall not, by membership, assume
any obligations under the Covenant of the League
of Nations. The International Labor Conference
followed this, on June 22, by an invitation to the
United States to participate in all functions of the
Office. This entails the appointment of three dele-
gates to represent the United States Government,
American employers and American workers. Ac-
ceptance by the United States of the invitation is
anticipated before the next conference, in 1935, and
it will automatically make the United States a mem-
ber. There was a deplorable tendency in Geneva,
and also in some Washington circles, to regard these
developments as another long step by the United
States toward full membership in the League of Na-
tions. It may be pointed out, however, that al-
though membership in the League makes membership
in the Internatitonal Labor Office mandatory for
any nation, the converse is not true. Germany and
Japan are continuing their co-operation with the
International Labor Office, notwithstanding their
withdrawals from the League, and it is to be hoped
that the incessant propaganda for American entry
into the League will not cause doubts to arise in any
country regarding the American policy of complete

abstention from all the political activities of that
body.

German Fascism

VIDENCE has accumulated in recent weeks to
show that the German Fascist revolution at
length is reaching the stage where powerful voices
are being raised in behalf of moderate and conserva-
tive policies. Most of the evidence is furnished by
Vice-Chancellor Franz von Papen, who delivered an
exceedingly interesting speech at the University of
Marburg, on June 17, which was “suppressed,” so
far as publication within Germany is concerned, by
Dr. Paul Joseph Goebbels, the Nazi Minister of En-
lightenment and Propaganda. The full text of this
address, made available in last Sunday’s New York
“Times,” reveals that the Vice-Chancellor questioned
some of the policies followed by Chancellor Adolf
Hitler and his more youthful and headstrong fol-
lowers, although full approval was expressed of the
main outlines of recent German history. It is hardly
to be doubted that the declaration by the Vice-Chan-
cellor precipitated something of a crisis in the Ger-
man Cabinet, and beneficial changes may well be
anticipated. But the numberless confident predic-
tions now being made that the Nazi regime in Ger-
many soon will fall appear to be little more than a
species of wish-fulfilment, reminiscent of the similar
predictions some years ago with respect to Fascism
in Italy and Communism in Russia.

In his address before the students at Marburg,
Vice-Chancellor von Papen argued forcefully for a
restoration of that freedom of speech and criticism
which Chancellor Hitler considered it necessary to
guppress early last year. Open, manly discussions
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would be of more service to the German people than
the present state of the German press, the Vice-
Chancellor declared. “It should, indeed, be a true
service for the press to inform the Government where
defects have crept in, where corruption is breeding,
where grave mistakes have been made, where unfit
men are holding office, where sins are being com-
mitted against the spirit of the German revolution,”
Colonel von Papen added. He expressed resentment
against the “mysterious obscurity which at present
seems to overspread German popular opinion,” and
declared that it is time for the statesman to call a
spade a spade. Dilating upon the dangers of “reac-
tion to coercion,” he remarked: “It is a wholly
reprehensible notion that a people could be united
through terrorism.” He scored, also, the “propa-
ganda movement against so-called critics,” and held
that the German people “must not be kept everlast-
ingly in leading strings.”

The Cabinet dispute necessarily occasioned by
Colonel von Papen’s remarks was promptly indicated
by the order for suppression of the speech issued by
Dr. Goebbels. President Paul von Hindenburg, how-
ever, is said to have indicated his full support of the
Vice-Chancellor in a telegram of congratulations.
Chancellor Hitler, according to some reports, ex-
pressed approval of the tenor of the address, but
urged that the remarks should have been made in a
Cabinet session rather than in a public address. It
is interesting to note that von Hindenburg and von
Papen are representatives of the old landed aristoc-
racy in Germany, and as such doubtless have mon-
archist leanings, while Chancellor Hitler was aided
originally in his advance to the ‘Chancellorship by
the industrial leaders of the Ruhr and Rhine valleys.
A basic conflict between these interests for the lead-
ership of present-day Germany is not inconceivable,
and important changes might result from any such
discord. Whatever the genuine significance of the
developments, it is heartening to find Germans in
the highest places finally speaking out against the
harsh and rigorous methods of Hitler and his more
radical and irresponsible followers.

Canadian Monetary Policy

HAT sound monetary ideas still prevail in some
parts of the world was demonstrated during

a debate in the Canadian House of Commons, Mon-
day, on the project for establishing a Canadian cen-
tral or reserve bank, as recommended recently by a
commission headed by Lord Macmillan. Members
of the House from the Western Provinces urged that
the bank be placed on a “managed” gold basis, in-
stead of the traditional automatic one of gold ex-
ports or imports at the lower or upper gold points
in foreign exchange quotations. By a “managed”
gold basis, the members explained, they meant that
it should be left to the bank to buy or sell gold at
whatever price it considered expedient. The Ottawa
Government rejected this proposal, however, and it
thus appears that the Canadian bank will operate
on orthodox lines so far as gold is concerned. Prime
Minister Richard B. Bennett intimated, on the other
hand, that the relation of the Canadian dollar to
gold is not likely to be fixed definitely until mone-
tary stability is achieved in the United States and
Great Britain. He held it “unlikely that until other
nations of the world take a forward step Canada can
do other than it does now.” In the course of the
debate at Ottawa a proposal was made for Canada
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to engage in a large-scale silver-buying policy, such
as is envisioned by the United States Government,
but an amendment requiring the Canadian central
bank to purchase large amounts of the white metal
was defeated. A clause stating that the institution
“never” will be required to purchase more silver than
the 1,681,000 ounces which Canada agreed at the
London Monetary Conference to take off the market
annually for four years was retained.

Financial

Wheat Conference

NTERNATIONAL efforts to control wheat exports
and, through them, the production of this cereal,
have been jeopardized seriously by Argentine exports
far in excess of the quota for that country stipulated
at the World Wheat Conference in London, last
August. The International Wheat Commission set
up by the conference decided last Monday to post-
pone indefinitely the sessions at London in which
problems relating to the grain were discussed. In
some quarters this action was interpreted as vir-
tual ending the life of the Commission. It may also
mean the end of another grand attempt to control
the production and the price of a world commodity.
There have been many such attempts in recent years,
and in view of the experiments now in progress in
this country, it is timely to point out that they have
invariably failed where production and price control
of any important agricultural product was con-
cerned, although varying degrees of success have
been achieved with mineral and manufactured prod-
ucts. Agricultural control appears to be difficult
partly because of the weather and partly because
regimentation is not easy to achieve where millions
of small farmers are concerned.

Argentina began to make demands several months
ago for an increase in her export quota of 110,000,000
bushels for the year ending July 31 1934, and the
International Wheat Commission struggled unre-
mittingly with the problem thus presented. More
exports were demanded as the result of an unex-
pectedly large crop in the Argentine. Drouth in
various parts of the Northern Hemisphere drove
the price of wheat up at the same time, and the
stimulus for Argentine exports thus occasioned
proved irresistible. In an attempt to save the wheat
agreement of last August, exporting countries
afflicted by drouth suggested a “loan” to Argentina
of 40,000,000 bushels of their own quotas for the
period, but the Argentine authorities never replied
to this proposal. Available statistics showed that
by the beginning of this week Argentina already had
exported 125,000,000 bushels, with scores of ships
chartered for further grain shipments from Buenos
Aires. In view of this development members of the
International Wheat Commission abandoned their
sessions, and the whole project of world wheat con-
trol now is shrouded in uncertainty.

Foreign Money Rates

N LONDON open mquot discounts for short bills
on Friday were %@15-169, as ag‘unst 4@
15-169, on Friday of ]dSt week, and 15-169, for three
months’bills, as against 15-16%, on Friday of last week.
Money on cull in London yesterday was 349%,. At
Paris the open market rate was reduced on June 25
from 2549, to 2149, while in Switzerland the rate
remains at 116%.

Chronicle June 30 1934

Discount Rates of Foreign Central Banks

THE Austrian official discount rate was reduced
on Wednesday (June 27) 14 of 19, to 4149,

the 59, rate having been in effect sm(-o March 23
1933, when it was reduced from 69),. Present rates
at the leading centers are shown in the table which

follows:
DISCOUNT RATES OF FOREIGN CENTRAL BANKS.
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Bank of England Statement

HE statement of the Bank of England for the
week ended June 27 shows a loss of £5,783 in
gold holdings, leaving the total at £192,143,913, as
compared with £190,584,121 a year ago. The loss of
gold together with an expansion of £4,312,000 in
circulation resulted in a reduction of £4,318,000 in
reserves. Public deposits decreased £4,129,000 and
other deposits £2,428,094. The latter consists of
bankers’ accounts which fell off £3,244,915 and other
accounts which rose £816,821. Proportion of reserve
to liabilities dropped to 46.82% from 47.619% a week
ago; a year ago the ratio was 46.76%. Loans on
Government securities fell off £87,000 and those on
other securities £2,097477. Other securities include
discounts and advances which increased £202,594
and securities which decreased £2,300,071. The dis-
count rate did not change from 29%. Below are the
different items shown with comparisons of previous
years:
BANK OF ENGLAND'S COMPARATIVE STATEMENT.

June 28
1933.

June 27
1934.

June 9
1932,

July 1
1931.

July 3
1930.

L
357,429,453
11,460,117

133,403,071
99,401,807/ 8:
34,001,264 3
82,930,906) 49, 075,547
13,005,472| 49,324,730

6,079,604 3| 14,8 34,310,300( 29,916,820
Securities. . ...... 10,904,001| 11,866,539 26,3 28,746,172| 19,407 919

Reserve notes & coin| 70.454,000( 75,450.487| 18,870, 45 66,991,655 53 645000

Coln and bullion.. - | 102,143,913(190,584.121| 136,953, 570 103 421,108157,228,008

Proportion of reserve L

46.82%|  46.76%
29 )

Circulation
Publie deposits .
Other deposits
Bankers' accounts.
Other accounts. . .
Govt. securities.
Other securities. . _

| £ £ £
381,600,000375,124,634(363,083,121|3
2,3

P
363,583 8
2| 17.630,000| 14,061,645 17.¢ e
132.826.197| 147,285,248 12

96,309,104
36,517,093
81,006,318| 75,
16,983,605| 28,

,065,3¢
34,736,257
67,169, n‘m
41,2

Diset. & advane

to labilities. . .. .. 35.087,

46,209
Bank rate % 2% 20, |

'n(

40.02%
3%

Bank of France Statement

HE weekly statement of the Bank of France,
dated June 22, records a further gain in gold
holdings, the current advance heing 271 14, OH
francs. Gold holdings now total 79 ,200,55¢
franes, in comparison with 81,244 1.)(),.)% frml(‘% ¢
year ago and 82,099,633,210 frmlcs two years ago.
Credit balances abroad, French commercial bills
discounted and creditor current accounts register in-
creases of 4,000,000 franes, 500,000,000 francs and
846,000,000 francs respectively. The proportion of
"ol(l on hand to sight liabilities is 79.5 .55%, unchanged
from a week ago and comparing with 78.069% a year
ago and 74.90% the year before. Notes in circula-
tion show a decline of 244,000,000 francs, bringing
the total of notes outstanding down to 7‘).968 402,045
francs. Circnlation a year ago was 82,590,987,235
franes and the year before 80,667,455,805 francs. A
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decrease appears in bills brought abroad of 10,
000,000 franes and in advances of 42,000,000 francs.
A comparison of the different items for three years
is shown below :

BANK OF FRANCE'S COMPARATIVE STATEMENT.

Changes

Jor Week. June 22 1934, | June 23 1933. | June 24 1932.

Francs. Francs. Francs. Francs.
271,114,044{79,200,553,976/|81,244,456,536/82,099,633,210
4,000,000 18,110,846| 2,535,766,308| 4,289,844,905

+500,000,000| 4,301,209,931| 3,419, ‘\3“ 0!2
—10,000,000| 1,113,247,218 168,232
—42,000,000{ 3,068,001,048| 2

—244,000,000|79,968,402,045!8:

+-846,000,000|19,847,458,162|¢

Gold holdings_ . ____
Credit bals. abroad .
a French commercial

bills discounted . .
b Bills bought abr’d
Adyv. against securs.
Note circulation. . __
Credit current acets.
Proport'n of gold on

hand to sight liab_ No change

a Includes bills purchased in France.

") 929,245,989

79.55% 78.06% 74.90%
b Includes bills discounted abroad.

Bank of Germany Statement

HE Bank of Germany in its statement for the
third quarter of June reveals a further loss in
gold and bullion, the current decrease being 21,-
839,000 marks. The Bank’s gold holdings are now
down to 72,487,000 marks, in comparison with
222,661,000 marks a year ago and 823,388,000 marks
the year before. Reserve in foreign currency, bills
of exchange and checks and other liabilities register
decreases of 2,237,000 marks, 98,907,000 marks, and
4,854,000 marks, respectively. The proportion of
gold and foreign currency to note circulation is now
at a new low level of 2 3‘,‘?@, which compares with
9.09% last year and 25.99, the previous year. Notes
in circulation show a contraction of 87,683,000 marks,
bringing the total of the item down to 3,397,778,000
marks. Circulation last year aggregated 3,199,811,-
000 marks and the previous years 3,71(),911,000
marks. An increase is recorded in silver and other
coin of 33,521,000 marks, in notes on other German
banks of .1,9()(),000 mar l\s, in advances of 1,479,000
marks, in investments of 17,290,000 marks, in other
assets of 10,042,000 marks, and in other daily
maturing obligations of 33,846,000 marks. Below
we furnish the different figures with comparisons for
three years:
REICHSBANK'S COMPARATIVE STATEMENT.

Changes
for Week. June 23 1934,
Relchsmarks.

72,487,000

June 23 1933.|June &

Re Irhvmurh
¥ S

23 1932

Assels—
Gold and bulljion
Of which depos. abroad
Reserve in foreign curr.
Bills of exch. and checks|
Silver and other coin_ _ .
Notes on other Ger. bks.
AQVRANCOE S e s nneinen
Investments._ . ________
Otherassets........_.
Liabilitles—
Notes in circulation_ ___
Other daily matur. oblig!
Other liabllities
Propor. of gold & for'n
curr. to note circul'n.

Retchsmarks.
—21,839,000
No change 33,195,000 30,012,000 , 368,

—2,237,000 4,005,000 81,052,000 137.97%.000
—98,907,000|2,982,352,000(2 ‘)17..’(‘4 000{2 ?«6‘) 998,000
+33,5621,000{ 284,124,000| 336,173

+ 1,960,000

41,479,000 000
+ 17,290,000 i(H -13l ,000
410,042,000 765,523,000
~—87,683,000{3,397,778,000|3,199,811,000|3,716,917,000
433,846,000 512,004,000 427,711,000/ 400,341,000
~—4,854,000{ 140,789,000| 176,154,000 711,889,000

—0.6% 9.0%

New York Money Market

ONEY market dealings were quiet this week in
New York, with rates unchanged in all depart-
ments. Returns afforded by the current level of
quotations are so meager that further reductions
appear unlikely, even though the pressure of funds for
employment continues to grow. The Treasury sold
on Monday an issue of $75,000,000 discount bills
due m 182 days, at an average discount of only
0.079 ,(,. (‘.nll loans on the New York Stock Exchange
were for all transactions, whether renewals or
new lomw. In the outside market call loans were not
available at a concession Monday, but transactions
were reported at 249, on all subsequent days of the
week. Time loans were unchanged at the range of
3{@1%. Brokers’ loans against stock and bond
collateral declined $23,000,000 in the week to Wednes-
day night, to a total of $1,017,000,000, the Federal

Reserve Bank of New York reported.

Retchsmarks.
222,661,000

14,916,000
80,701,000
669,394,000

34
565,479,000| 405,391,000

2.3% 25.9%
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New York Money Rates

DFALIT\'G in detail with call loan rates on the

Stock Exchange from day to day, 19, remained
the ruling quotation all through the \\'e(‘]\ for both
new loans and renewals. The market for time money
has continued in the doldrums this week, no transac-
tions having been reported. Rates are nominal at
34 @19, for two to five months, and 1@1149; for six
month& The market for prime commercial paper
has been very active this week due to an increased
supply of paper. Rates are 349, for extra choice
names running from four to six months and 1@114 9%
for names less known.

Bankers’ Acceptances

HE demand for prime bankers’ acceptances has
shown some improvement this week. More
bills were offered and the market at times was fairly
brisk. Rates are unchanged. Quotations of the
American Acceptance Council for bills up to and
including 90 days are 149, bid and 3-169; asked;
for four months, 349, bid and 149, asked; for five
and six months, /_)C/, bld and }Ng‘( asked. The bill
buying rate of the New York Reserve Bank is 159,
for bills running from 1 to 90 days, and proporhon-
ately higher for longer maturities. The Federal
Reserve banks’ holdings of acceptances increased
during the week from $5,200,000 to $5,215,000.
Their holdings of acceptances for foreign corre-
spondents however decreased from $1,957,000 to
$1,740,000. Open market rates for acceptances are
nominal in so 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—

Bid.  Asked.  Bid.  Asked. Bid.  Asked.
Prime eligible bills % 3 34 3% 34 X

——90 Days— ——60 Days— ——30 Days—
Bid. Asked. Bid., Asked. Bid. Asked.
Prime eligible bills Y Y 74 LU X e

FOR DELIVERY WITHIN THIRTY DAYS.
P I Tt I T T A Y T e L e Sl e L i S b e %% bld
Eligible non-member banks 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 wvarious classes of paper at the different
Reserve banks:

DISCOUNT RATES OF FEDERAL RESERVE BANKS.

Rate in
Effect on
June 29.

Federal Reserve Bank.

Preriou:
Rate.

Date
Estadlished.

Feb. 8 1934
Feb. 2 1934
Nov.
Feb.
Feb.
Feb.
Oct.
Feb.
Mar.
Feb.
Feb.
Feb.

Boston

NN
®

Philadelphia._
Cleveland. ..
Richmond.

N

St. Louls. .
Minneapolis .

ORI N COCIRI N =~ D
SR

NWWWoIWLWWNWNN

R

16 1934

Course of Sterling Exchange

STERLING exchange is dull, but quotations this
week have been highly erratic. In Tuesday’s
market owing chiefly to transactions on the other
side, sterling dropped against French francs to the
lowest quotation in history of the present france, when
the London check rate on Paris dropped to 76.24
francs to the pound. The old gold parity was 124.21
francs to the pound. At the same time the rate for
sterling in New York dropped to $5.027¢. On Thurs-
day in listless markets here and abroad sterling
jumped to 76.75 francs to the pound (the London
check rate on Paris) and was quoted as high as $5.0634
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in New York. The range this week has been be-
tween $5.0234 and $5.065% for bankers’ sight bills,
compared with a range of between $5.0334 and
$5.0514 last week. The range for cable transfers
has been between $5.0274 and $5.0634, compared with
a range of between $5.0314 and $5.0534 a week ago.

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 CHE CKRATE ON PARIS.
Saturday, June 23 76.375 | Wednesday, June 27
Monday, June 25 76.322 | Thursday,
Tuesday, June 26 76.277 | Friday, June29°2 22000 76.625

LONDON OPEN MARKET GOLD PRICE
Saturday, June 23 138s. 1d. Wednesday, June 27...138s. 1}4d.

Monday, June 25 Thursday, June 28_..137s. 8d.
Tuesday, June 26. .- 138s. 2%4d. | Friday, June 29___137s. 5d.

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

35.00 ,

Wednesday, June 27. ... .. _- 35.00
Thursday, June28._.___.._. 35.00
Friday, June 29

Saturday, June 23
Monday, June 25 35.00
Tuesday, June 26 35.00

The market is at a loss to account either for the
extreme ease in sterling in the early part of the week
or for the advance on Thursday. The market was
apparently influenced more by rumors than by volume
of transactions. The extreme weakness of sterling
on Tuesday was not so surprising as the sharp up-
swing on Thursday, as for more than a month the
pound has been steadily receding in terms of francs,
or gold. Apparently for the past few months the
British authorities have been content to see sterling
drop in terms of francs and of dollars also, and ac-
cording to well informed sources the British Ix-
change Equalization Fund intervened in the market
only rarely during the past two months and then
only in order to prevent too sharp a decline from day
to day, but apparently made no effort to firm up
the pound against francs, or gold. This pressure
against sterling originated largely, if not enticely,
in the return of confidence in the French franc, which
caused the withdrawal of Continental funds and gold
from London and their consequent re-employment in
France, together with an extraordinary increase in
the gold holdings of the Bank of France. This out-
ward flow of funds from London, causing pressure
on sterling, was accelerated by the absence of op-
portunity for their profitable employment in Lon-
don. They had been accumulating since early in
February and had sought London simply for se-
curity. The British authorities have been opposed
to foreign loans and credits ever since the abandon-
ment of gold by Great Britain in September 1931, so
that unusable funds are glutting the London market.
It is believed that these Continental withdrawals
have now practically ceased and that neither France
nor any other European nation has much more
money on deposit in London than necessary to meet
actual business requirements.

The apparent recovery in sterling this week is due
to several causes influencing the psychology of the
market rather than to any inherent ease in other
currencies. The critical situation in Germany has,
of course, aroused nervousness abroad and tended to
send money to London for safety. Iurthermore,
while the French situation continues to show improve-
ment, opinion abroad is disturbed by such utterances
as those of M. Paul Reynaud, ex-finance minister
of France, before the Chamber of Deputies on Thurs-
day declaring flatly that the aim of a monetary policy
should be a monetary unit with constant purchasing
power, and not one whose purchasing power increases.
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Such declarations revealing the existence of a ten-
dency, in France, to entertain the idea of devaluation
sets up a speculative tendency favorable to sterling
and adverse to other currencies. The same idea
applies to monetary rumors originating here regarding
the possibility of further devaluation or inflation of
the dollar. At present the market is tormented by
the recurrence of rumors of gold price change on
this side. There is persistent talk that the price will
soon be raised from the present $35 per ounce.
Whenever this or other similar rumors appear, they
lead invariably to covering demand for sterling. Such
may have been the case on Thursday. The upswing
in the silver market and reports of heavy buying of
silver for official American account in the London
open market tend to create firmness in the pound.
The German situation, together with the evident
recurrence of political unrest in France, has again
stimulated some hoarding of gold, which takes the
form of purchases in the London open market.
These gold purchases are left for the most part on
deposit in the vaults of the large London banks.
Money rates in Lombard Street continue unchanged.
Call money against bills is in supply at 349%. Two-
months’ bills are 749, to 15-169,, three-months’
bills 15-169%,, four-months’ bills 19 and six-months’
bills 19%.

All the gold taken in the London open market this
week was taken for “unknown’ destinations. It is
the general opinion of foreign exchange traders that
this gold has been taken for hoarding purposes and
generally left on deposit in London. On Saturday
last £36,000, on Monday £287,000 (part of which
came from Germany, on Tuesday £586,000, on
Wednesday £200,000, on Thursday £157,000 and
on Friday £239,000 of gold available in the London
open market were taken for unknown destination.
The Bank of England statement for the week ended
June 27 shows a decrease in gold holdings of £5,783.
The total now stands at £192,143,913, which com-
pares with £190,584,121 on June 28 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 June 27, as
reported by the Federal Reserve Bank of New York,
consisted of imports of $6,237,000 of which $3,241,000
came from England, $1,688,000 from Canada and
$1,308,000 from India. There were no gold exports.
The reserve Bank reported a decrease of $517,000
in gold earmarked for foreign account. In tabular
form the gold movement at the Port of New York
for the week ended June 27, as reported by the Federal
Reserve Bank of New York, was follows:

GOLD MOVEMENT AT NEW YORK, JUNE 21-JUNE 27, INCL.
Imports. Ezxports.
$3,241,000 from England
1,688,000 from Canada
1,308,000 from India

None.

$6,237,000 total
Net Change in Gold Earmarked for Foreign Account.
Decrease: $517,000.

‘We have been notified that approximately $861,000 of gold was received
from China at San Francisco.

The above figures are for the week ended Wednes-
day evening. On Thursday, $1,687,800 of gold was
received from Canada. There were no exports of
gold or change in gold held earmarked for foreign
account. On Friday $828,600 of gold was received
from England; there were no exports of gold but
gold held earmarked for foreign account decreased
$250,800. On Friday $244,000 of gold was received
at San Francisco from China.
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Canadian exchange continues firm in terms of the
dollar. Premier Bennett in speaking on the Canadian
central bank bill on Monday stated that Canada is
not on the gold standard. ‘It will not be on the
gold standard ” he said, “until other countries have
taken appropriate action in the same sense. The
pirce of gold is fixed by statute at $20.67 until Parlia-
ment changes it. There is no chance of any country
or syndicate accumulating notes of the central bank
and taking away the gold reserve until such time as
the nations of the earth have arrived at some under-
standing with respect to the stability of exchange ”
On Saturday last Montreal funds were at a premium
of 29-329, to 114%,, on Monday at from 19, to 114%,
on Tuesday at from 15-169, to 1 3-329,, on Wednes-
day at 1189, on Thursday at 1149, and on Friday
at 1@1149,.

Referring to day to day rates, sterling exchange on
Saturday last was dull but steady. Bankers’ sight
was  $5.0334@$5.0354; cable transfers $5.03%5@
$5.03%4. On Monday exchange was dull and softer.
The range was $5.03@$5.033% for bankers’ sight and
$5.0314@%$5.0315 for cable transfers. On Tuesday
sterling opened off but firmed up toward the close.
Bankers’ sight was $5.0234@$5.0354%; cable transfers
$5.0274@%$5.0334. On Wednesday London was no-
ticably firmer. The range was $5.04@%$5.05%% for
bankers’ sight and $5.0414@%$5.053% for cable trans-
fers. On Thursday sterling was strong. The range
was $5.0514@$5.0624 for bankers’ sight and $5.0514
@%5.0634 foc cable transfers. On Friday sterling
was lower, the range was $5.0474@$5.06 for bankers’
right and $5.05@$5.0614 for cable transfers. Clos-
ing quotations on Friday were $5.05 for demand and
$5.051% for cable transfers. Commercial sight bills
finished at $5.0434; 60-day bills at $5.04; 90-day bills
at $5.03%4; documents for payment (60 days) at
$5.04, and seven-day grain bills at $5.04 13-16
Cotton and grain for payment closed at $5.0434.

Continental and Other Foreign Exchanges

XCHANGE on the Continental countries shows
no new trends from those of recent weeks.

The German mark occupies the center of interest
because of the moratoria which go into effect July 1.
Strange though it may seem, the so-called free marks
continue firm in terms of the dollar and of all other

currencies. The Reichsbank itself sets the price of
the free mark. This is the mark generally quoted in
the foreign exchange columns of the press, the par
of which in terms of the new dollar is 40.33. These
are the marks that are paid for imports and part of
which have hitherto been raised for foreign debt
service, and are supposed to have their full gold value.
That is, the Reichsbank exports gold to insure the
legal value of one pound of fine gold equaling 1,932
marks, as prescribed by the Bank Law of 1924.
There are not less than five other forms of mark
exchange, devious devices which are used for a great
many other purposes and hide the fact that the mark
has been depreciated ever since the banking ecrisis
of 1931. These various forms of “blocked marks”
are reported to be generally firmer in tone as the
moratoria are expected to ease the pressure on the
Reichsbank. Surely the mark can no longer be
considered as a gold currency in face of the current
statement of the Reichsbank for the quarter ended
June 23. There is a further decrease in gold coin
and bullion of 21,839,000 reichsmarks, making the
total gold holdings only 72,487,000 reichsmarks,
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and bringing the ratio of reserves against outstanding
notes to 2.39,. A year ago the Reichsbank’s gold
reserves were 222,661,000 reichsmarks and for the
corresponding period in 1932, 823,388,000 reichs-
marks. The Reichsbank’s gold holdings have
decreased 316,703,000 reichsmarks since Jan. 6.
The present figure is lower than any reached since
the war. The German financial situation is in every
respect extremely critical. For all practical purposes
Germany’s gold coverage is now non-existent. The
growing shortage of raw materials threatens to curtail
many industries, which in turn contains a menace
of reduced employment. Information from reliable
sources indicates that the German people are pro-
foundly concerned over the situation and are stocking
up on household goods and other requirements.
Many governmental warnings against such “‘sabot-
age’’ go unheeded.

French francs continue to hold the leading position
in foreign exchange despite the fact that there is some
recurrence of political unrest, and although Paris is
quiet serious riots continue to take place in some of
the large towns. There is renewed talk of devalua-
tion and managed currency in the Chamber of Depu-
ties and there have been some indications that the
Government has been obliged to effect compromises
with its opponents on fiscal bill amendments. In
Paris it is hoped that the fiscal reform bill will have
a speedy passage, followed by the termination of the
parliamentary session and cessation of political agi-
tation during the summer. The Bank of France
statement for the week ended June 22 shows a further
increase of fr. 271,114,044 in gold holdings, bringing
the total to fr. 79,200,553,976. This makes the
sixteenth successive weekly increase in the bank’s
gold holdings, bringing the aggregate increase for
the period to fr. 5,272,354,530. The bank’s ratio
continues unchanged from last week at 79.559%,
which compares with 78.069, a year ago and with
legal requirement of 359%.

Italian lire are steady and the Italian position has
improved greatly in terms of Continental currencies
in the last two weeks. The market in lire is believed
to be thin in nearly all centers. Rome dispatches
say that no exaggerated importance should be at-
tached to passing weaknesses of the lire, for the tech-
nical position of the currency remains sound and the
Italian authorities are in a good position to maintain
the lira at its stabilized rate. According to dis-
patches from Rome, Italy will be able to adhere to
gold as long as the French franc remains on the gold
basis. According to the Italian authorities the lira
is now sufficiently protected by recent exchange
restrictions aimed at preventing speculation in lire
and outflow of capital.

Austrian exchange is one of the minor units, but
interest attaches to exchange on Vienna at present
owing to a reduction in the Austrian bank rate by
1% to 4149, effective June 28. The Austrian
rate had been at 59 since March 23 1933.

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

0ld Dollar New Dollar

Parity. Parity.
3.92 6.63
13,90 23.54
5.26 8.91
23.82 40.33
19.30 32.67
40.20 68.06

Chronicle -

Range
This Week.

6.593% to 6.603¢
23.35 to 23.39

8.52% to 8.56%4
38.19 to 39.46
32.49 to 32.58
67.77 to 67.94

France (franc)

Belgium (belga)

Italy (lira)

Germany (mark)
Switzerland (franc)..__
Holland (guilder)

The London check rate on.Paris closed on Friday
at 76.60, against 76.35 on Friday of last week. In
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New York sight bills on the French center finished
on Friday at 6.597%, against 6.5924 on Friday of last
week; cable transfers at 6.60, against 6.5934, and
commercial sight bills at 6.5714, against 6.57.
Antwerp belgas closed at 23.37 for bankers’ sight
bills and at 23.38 for cable transfers, against 23.35
and 23.36. Final quotations for Berlin marks were
38.71 for bankers’ sight bills and 38.72 for cable
transfers, in comparison with 38.16 and 38.17.
Ttalian lire closed at 8.5414 for bankers’ sight bills
and at 8.551% for cable transfers, against 5.83 and
5.84. Austrian schillings closed at 18.95, against
18.95; exchange on Czechoslovakia at 4.1534, against
4.1534; on Bucharest at 1.0114, against 1.01; on
Poland at 18.9214, against 18.90, and on Finland at
2.2314, against 2.23. Greek exchange closed at
0.943% for bankers’ sight bills and at 0.947% for cable
transfers, against 0.9414 and 0.9434.
aiat
XCHANGE on the countries neutral during the
war while on the whole little changed from the
past few weeks, are, nevertheless, so far as Swiss
francs and Holland guilders are concerned, slightly
firmer, on average, than last week. The Scandina-
vian eurrencies move more or less in sympathy with
sterling to which these units are attached by trade
ties.

Bankers’ sight on Amsterdam finished on Friday
at 67.86, against 67.80 on Friday of last week; cable
transfers at 67.87, against 67.81, and commercial
sight bills at 67.83, against 67.77. Swiss francs
closed at 32.51 for checks and at 32.52 for cable
transfers, against 32.49 and 32.50. Copenhagen
checks finished at 22.55 and cable transfers at 22.56,
against 22.49 and 22.50. Checks on Sweden closed
at 26.04 and cable transfers at 26.05, against 25.96
and 25.97; while checks on Norway closed at 25.37
and cable transfers at 25.38, against 25.30 and 25.31.
Spanish pesetas closed at 13.6714 for bankers’ sight
bills and at 13.6814 for cable transfers, against 13.67
and 13.68.

g2

XCHANGE on the South American countries
presents no new features. All these currencies
continue hampered by the general demoralization of
the entire foreign exchange and trade situation and
by their own exchange control regulations. These
irksome regulations, however, \110\\' a tendency to
extend the volume of “free’” or “unofficial’” available
exchange. The situation is illustrated by extracts
fromaletter of a Montevideo (Uruguay) correspondent
to a London exporter and cabled to the New York
“Tribune”: “I have received your samples and price
list, but our customers cannot buy because prompt
payments can only be made with black exchange,
which means an overcharge of 909, on the official
rate of exchange. These exchange troubles make
transactions more difficult every day and business
is almost paralyzed.” The Argentine-American
Chamber of Commerce recently forwarded a resolu-
tion to the United States Secretary of State urging
that the State Department consider arranging with
the Argentine Government for settlement of American
balances now impounded in Argentina. The nominal
or official rate for the Argentine paper peso continues
around 3314-34, but the ‘‘unofficial” or ‘free”
market rate this week shows a range of between 24.13

and 24.50.

Argentine paper pesos closed on Friday nominally
at 3334 for bankers’ sight bills, against 33.60 on
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I'n(la) of last week; cable transfers at 34, against
3334. Brazilian milreis are nominally quoted 8.44
for bdn]\OlS sight bills and 814 for cable transfers,
against 8.40 and 814. Chilean exchange is nominally
quoted 1014, against 1014. Peru is nominal at 23.00,

against 23.15.
L

XCHANGE on the Far Eastern countries follows
the trends manifest for many months. The
Chinese currencies are generally firmer owing to the
improved prices for world-silver. On Thursday silver
was quoted in London at 2034d. per fine ounce, the
highest since early in October. There has been heavy
buying of silver in London by Far Eastern interests
during the past week. Considerable speculative
buying has taken place in the expectation that the
sterling price will be forced higher by an advance in
New York. In addition to the speculative buying
there have been heavy purchases in London by the
Indian bazaars. As silver moves up, the quotations
on Hongkong and Shanghai are strongly inclined to
advance also, inasmuch as buying or selling exchange
on Chinese cities is equivalent to a transaction in
silver. The Japanow exchange control endeavors
to keep the yen in harmony with the movements of
sterling exchange. The Indian rupee moves of
course strictly in sympathy with sterling, to which it
is legally ¢ attached at the rate of 1s. 6d. per rupee.
Closing quotwtlon\ for yen checks yesterday were
29.95, against 29.93 on Friday of last week. Hong
I\ong.,(l()«cd at 38 1-16@3814, against 3624@36 11-16
Shanghai at 343g@343%4, ag‘umt 3334@33.40; Ma-
nila at 49.85, agam.st 49.85; Singapore at .)9/2,
against 59.30; Bombay at 38.05, against 37.93 and
Calcutta at 38.05, against 37.93.
Foreign Exchange Rates
URSUANT to the requirements of Section 522
of the Tariff Act of 1922, the Federal Reserve
Bank is now certifying daily to the Secretary of the
Treasury the buying rate for cable transfers in the
different countries of the world. We give below a
record for the week just passed:

FOREIGN EXCHANGE RATES CERTIFIED BY FEDERAL RESERVE
BANKS TO TREASURY UNDER TARIFF ACT OF 1922,
JUNE 23 TO JUNE 29, 1934 INCLUSIVE.

‘ Noon Buying Rate for Cable Transfers in New York.
Country and Monetary| Value in United States Money.

\ June 23. | June 25. | June 26.

EUROPE— |
Austria, schilling. . ... ]
Belgium, belga......
Bulgaria, lev. .......
Czechoslovakia, krone| .041512
Denmark, krone. 224800
England, pound

sterling. ... .......'5.034750
Finland, markka. ....| 022229
France, franc........ .065940
Germnny reichsmark, .381835

| .009446
677742 |
.207133% .207133%
085220 .()'4.)”1
---| .252858
Poland, zI0ty...oao-.| . 188675
Portugal, escudo..... .046135
Rumania, let........ .010018
.136692
.259518
324864
022656

$
(188741%
233669
L012500*
.041540
225627

052500
022315
065904
386383
000456
678471
.207333%
085546
2563858
188066
046240
.010031
136782
2605625
325225
.022700

3
L188725%
233676
-012500%

S
.188658*
233615
.012500*
041521 | 041546
225008 | 225550

5.040583 |5,052500
1022265 | 022205
.065946 | 065063
.302850 | 1392360
1009443 | 000452
.678692 | 678042
.207133% .207133*
085428 | (085486
253183 | 253783
.188800 | .188825
046115 | .046125 | 046230

010018 | (010043 | .010043

136671 | .136703 | 136735

250166 | 25 .260376

.325180 .325303

.022708 \ 022706

$
.188708*
.233523
.012500*
041518
224475

028166
1022254
065935
383284
009442
.678278
.297066*
085313
252490
.188025

$ s |
L188658% .188708*
.233480 | .233450
.012500% ,012500%
041512
.224725

030541
022240
065935
381828

. 1‘4‘47 i'Z
.046090
.010043
.136653
259383
.324014
022700

Switzerland, franc. ..
Yugoslavia, dinar....
ASIA—
China—
Chefoo (yuan) dol'r
Hankow (yuan) dol'r
Shanghia(yuan)dol'r
Tientsin (yuan) dol'r .:
Hongkong, dollar. .| .3
India, rupee
Japan, yen .2
Stngapore (S.°8.) dol'r 500000
USTRALASIA— | |
Australla. pound. ... 4,()[]5!}2' 4.008750%4.010312* 4.017187%'4.027187* 4.026250*
New Zealand, pound. 4.023125%4.020312%4.021875* 4.028750* 4,030062+4,037812*
AFRICA— l ! |
0745004
|

()227()8

.336666 | .335¢ 333 |
336666 3

336003
3366606
370625
378200
208125
.500000

341250 | .340000
340000
339687
.340000
3756312
378312
208740
592500

.332016
332916

.370000
377540
.208000
588750

3| .3
371875 | .3
.378600 | .

.208125 ' .26

590000 | 592125

|
South Africa, pound.. 4.977250* 4 4.072500%4,981500* 4.995750%4.990750*
NORTH AMER.—
Canada, dollar...... 1.00 1.010572
099687
277500 | .277500

1008250 (1.006250 1'00‘«.2., :r')

.335333 "\
.084600%
.l()l'i75‘
.801166*

.57!)7()()‘1

1.010338
LD00687
.27750)
007937

.336833*
1084075 %
1102225
1800833
.578900*

1. ()0\:.;(1 28 ()lllTl ‘l ()l()'l\i'i
0

Mexlco, peso (silver).
Newfoundland, dollar

SOUTH AMER.—,
Argentina, peso......|
Brazil, milreis_ . !

.335725%
.084618*
1 .102025%
303666 *
581400*

.336800%
L084008*
.102625*
.800733%
L578000%

.335250*% .336025*
L083900% .083941*
101925% 102625%
-801000% .801000%*|

Uruguay, peso.
LB79700% 578900%

Colombia, peso......

* Nonimal rates: firm rates not avallable.
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Gold Bullion in European Banks

HE following table indicates the amount of gold

bullion in the principal European banks as of

June 28 1934, together with comparisons as of the
corresponding dates in the previous four years:

Banks of— 1934.

1933.

1931.

£
164,421,108
451,404,987

England. ..
France a__.
Germany b_

£
192,143,913

£
190,584,121
633,604,432 2
1,964,600

649,9 52

90,
Ttaly 72,10
Neth'lands . 38,92§
Nat. Belg'm 72,906,000
Swtiz'land _ 0, 87.919.000
Sweden. ___ 5,205,000 2 3,0 1,44 ;
Denmark .- 7,397,000 3,031,
Norway ... 6,577,000

0
81,466,000

226,161,945

Total week.

Prev. week 902,927,430

913,064,062
a There are the gold holdings of the Bank of France re 4

‘ 5 8 e eported in the new form

of statement. b Gold holdings of the Bank of Germ y are exclusive of gold held

abroad, the amount ot which the present year is £1,659,750.

The Constitution and Public Policy
Under the New Deal

Attorney-General Cummings was quoted last week
by the “Wall Street Journal” as saying that he ex-
pected “numerous crucial New Deal tests” to come
up at the next session of the Supreme Court, and
that the Department of Justice was “giving intense
study” to the cases which are multiplying in the
lower courts and are expected to be carried to the
Supreme Court for final decision. A distinction has,
of course, to be drawn between cases which involve
the constitutionality of particular provisions of re-
cent Acts of Congress or of the action of administra-
tive agencies or officers of the Government in in-
terpreting such provisions, and cases in which broad
issues of public policy are also drawn into question,
but the issue of public policy can hardly fail to ap-
pear in any controversy in which the constitutional
authority of Congress or the Executive or the con-
stitutional rights of the States as members of the
Union are presented for judicial decision. The claims
of so-called public policy, indeed, have been the key-
note of the New Deal, and the lawyers of the “brain
trust” may be expected to do their utmost to con-
vince the courts that the Constitution is flexible
enough to cover with its protection whatever, on the
plea of public interest, they wish the Federal Goy-
ernment to do.

The most important victory thus far scored by
the Government is the decision of Judge Faris, of the
United States District Court for the Eastern Dis-
trict of Missouri, sustaining the constitutionality of
the gold contract provision of the Joint Resolution
of June 5 1933. So much of the Resolution as was
involved in the cdke provided that “every provision
contained in or made with respect to any obligation
which purports to give the obligee a right to require
payment in gold or a particular kind of coin or
currency, or in an amount in money of the United
States measured thereby, is declared to be against
public policy; and no such provision shall be con-
tained in or made with respect to any obligation
hereafter incurred. Eyery obligation, heretofore or
hereafter incurred, whether or not any such provi-
sion is contained therein or made with respect there-
to, shall be discharged upon payment, dollar for
dollar, in any coin or currency which at the time of
payment is legal tender for public and private debts.”
The case arose on a petition of the Bankers Trust
Company of New York, as trustee, for an order re-
quiring the payment in present currency of $34,-
548,000 of gold bonds of the Iron Mountain Railroad,
now a part of the Missouri Pacific System, in an
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amount equal to the value of the gold as fixed by law
at the time the bonds were issued.

Judge Faris, in his decision, made much of the
argument that the petition, which would increase
the indebtedness of the railroad to about $58,500,000,
would, if given a general application, “well-nigh
double the sum total of the debts outstanding and
now saddled upon transportation and industry, upon
States and municipal corporations and even upon
many individuals.” He conceded that the $11,000,-
000,000 of “available mined gold” would doubtless
not be called upon to perform the impossible task
of discharging outstanding gold obligations vari-
ously estimated at from $90,000,000,000 to $125,000,-
060,000, since payment “will not contemporaneously
be demanded or exacted,” but the argument, he de-
clared, “yet discloses a theoretical and perhaps pos-
sible situation which is almost appalling.” Summing
up the constitutional argument, Judge Faris held
that Congress alone has “the power to say what shall
be used as money,” that no one may rightfully make
a contract “the effect of which is to nullify, obstruct
or circumvent” that power, that “every person who
enters into a contract is in law conclusively deemed
to hold in contemplation the power of the Congress
to alter and change the nature and so-called value”
of the national currency, that “no law passed by the
Congress can be invalid when it does no more than
to carry out a power vested by the Constitution in
the Congress,” and that “subsequent valid laws have
rendered strict performance of the terms of the gold
clause legally impossible.”

The effect of the decision is, of course, to give
judicial approval to an Act of ‘Congress which im-
pairs the obligation of contracts. Such impairment
is, by the Constitution, expressly forbidden in the
case of a State, but no such prohibition is laid upon
the United States. As far at least as the standard
and value of money are concerned, Congress may
break the faith which it has pledged, and impair
private as well as public contracts, whenever in its
discretion “public policy” will be served by so do-
ing, the citizen, meantime, being left with no recourse
since the Government cannot be sued without its
consent.

Judge Faris’s decision was handed down on June
20 at St. Louis. The satisfaction with which it was
hailed at Washington was rudely interrupted when,
on Tuesday of this week, Judge Barnes, of the United
States District Court in Illinois, granted an injunec-
tion restraining Secretary Wallace, Attorney-Gen-
eral Cummings, Frank 'C. Baker, Milk Marketing
Administrator, and the United States District At-
torney for the District from enforcing a milk-licens-
ing agreement of the Agricultural Adjustment Ad-
ministration against a group of independent dealers
in milk in the Chicago milk shed area. Aside from
the question of the right of Congress to delegate
legislative power to administrative officers (a point
on which the Court, in view of judicial precedents,
was not disposed to hold the Agricultural Adjust-
ment Act invalid), the case, it was pointed out, in-
volved two constitutional issues: (1) whether the
action of the Secretary of Agriculture in issuing the
license fell within the powers granted to Congress
in the commerce clause of the Constitution, and (2)
whether the license trespassed upon the powers re-
served to the States by the Tenth Amendment.

It was not “seriously disputed” by the Govern-
ment that all of the milk which the plaintiffs bought
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and sold was produced, bought and sold in Illinois.
An examination of the licensing agreement, “a very
complicated document covering nineteen typewritten
pages,” revealed, according to the Court, “three prin-
cipal purposes and no others.”” The first was “to
fix the minimum price at which producers of milk
may sell their product.” The second was to “limit
the production of milk” by assigning to producers
“so-called ‘bases,”” while the third was “to charge
the cost of administration under the license to the
producers by requiring the distributor to hold back
from the producer” either one or four cents per
hundredweight according as the producers were or
were not members of a Pure Milk Association. The
license, in other words, made the distributor “the
agency of the Government for the regulation of the
production of milk.”

Judge Barnes, in two short paragraphs, disposed
of the Government’s contention. “It seems clear,”
he said, “that the production of milk is not inter-
state commerce,” and neither “occurs in the current
of inter-state commerce” or affects such commerce
“in the sense that those causes have heretofore been
used in the cases.” Moreover, the license appeared
to the Court “to be an attempt by the Federal Gov-
ernment to use milk distribution for the purpose of
doing what, under the commerce clause of the Con-
stitution, the Federal Government has no power to
do, and what, under the Tenth Amendment of the
Constitution, is reserved for action by the States
or the people.”

Judge Barnes’s decision seems to have aroused
great anxiety in Administration circles at Washing-
ton. According to the correspondent of the New
York “Times,” officials of the Farm Administration
said that “the decision, if sustained, would wreck
some forty marketing agreements on about sixty
commodities which have brought an estimated $133,-
000,000 in increased prices to farmers,” and would
also “mean the abandonment of several hundred
other agreements now pending before the Agricul-
tural Adjustment Administration,” since “the con-
stitutional objections raised by Judge Barnes could
be brought against almost all marketing agreements
negotiated by the Agricultural Adjustment Ad-
ministration. Although based on the Government’s
right to regulate the flow of farm products in inter-
state commerce, it was explained that in practically
all of the agreements some phase of the commodity
movement was intra-state in character.” Secretary
Wallace was quoted as saying that the decision, if
sustained, would produce “an impossible competitive
situation,” while others were represented as holding
that the decision “struck at the very essence of the
Agricultural Adjustment Administration and the
National Recovery Administration.”
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Public -policy as well as constitutional right is
prominent in the resistance which is being made
by coal producers and utility corporations to the
grandiose plans of the Tennessee Valley Authority,
and by several utility companies to the authority
claimed by the Federal Power Commission. The Na-
tional Coal Association, representing the bitumi-
nous coal industry, gave its formal approval on
June 24 to a suit brought by twenty-three coal com-
panies in the Alabama field challenging the consti-
tutionality of the hydroelectric power program of the
Tennessee Valley Authority. The specific purpose
of the suit, as of a similar action brought by rep-
resentatives of the ice industry, is to estop the Ten-
nessee Valley Authority and its subsidiary, the Elec-
tric Home and Farm Authority, from operating
utilities, financing with Government funds the sale
of electric appliances, and absorbing parts of the
distributing systems of the Alabama Power Com-
pany. The effect of the Tennessee Valley Authority,
which draws its funds from the Government and
pays no taxes anywhere, will be, it is contended, to
wipe out millions of dollars now invested in utility,
coal or ice companies, close many coal mines and
throw thousands of miners and others out of work.
Ag John D. Battle, executive secretary of the Na-
tional Coal Association, put the situation, “on the
one hand the Government is aiding our industry with
the National Recovery Administration code, and on
the other hand threatening us with irreparable in-
jury through the promotion of hydroelectric power
calculated to displace millions of tons of bituminous
coal.”

The Federal Power Commission, of course, is not
a New Deal creation, but the same issue of Federal
licensing authority is at stake in the controversy
which is being carried on in the Federal Courts to
prevent the erection of dams on New River, in Vir-
ginia and West Virginia, without a license from the
Commission.

Such cases as we have cited are typical of what is
likely to happen increasingly during the next few
months. Both the National Industrial Recovery Act
and the Agricultural Adjustment Act, not to men-
tion the Securities Act, the Stock Exchange Control
Act and a dozen others, fairly bristle with bllallenges
to the Constitution and private and corporate rights.
Federal litigation, unfortunately, is time-consuming
as well as costly, and it will probably be months, at
least, before the country knows from the Supreme
Court how much of the New Deal legislation is
constitutional and how much must be accepted, but
nothing will chasten the “brain trusters” more than
stont insistance in court upon business or industrial
rights wherever they are sincerely believed to have
been invaded or denied.

Text of Bill Passed by Congress Revising Air Mail Laws and Creating Commission
to Report on Aviation Policy.

We give below the text of the bill enacted into law at the
recent session of Congress and signed by President Roosevelt,
révising the air mail laws and creating a Commission to
report to Congress on an aviation policy. Reference to the
new legislation appeared in our issue of June 16, page 4056.
The following is the text of the law:

[S. 3170]

AN ACT

To revise air-mail laws, and to establish a commission to make a report to
the Congress recommending an aviation policy.

Be it enacted by the Senate and House of Representatives of the United States

of America in Congress assembled, That the Act of April 29 1930 (46 Stat.
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259, 260; U. 8. O., Supp. VII, title 39, secs. 464, 465c, 465d, and 4650,
and the sections amended thereby are hereby repealed.

Sec. 2. (a) Effective July 1 1934 the rate of postage on air mail shall
be 6 cents for each ounce or fraction thereof.

(b) When used in this Act—

(1) The term ‘“‘air mail" means mail of any class prepaid at the rate of
postage prescribed in subsection (a) of this section.

(2) The term “‘person” includes an individual, partnership, assoclation,
or corporation.

(3) The term “‘pilot' includes conilot.

Sec. 3. (a) The Postmaster General is authorized to award contracts
for the transportation of air mail by airplane between such points as he
may designate, and for initial periods of not exceeding one year, to the
lowest responsible bidders tendering sufficient guaranty for faithful per-
formance in accordance with the terms of the advertisement at fixed rates
per airplane-mile: Provided, That where the Postmaster General holds
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that a low bidder is not responsible or qualified under this Act, such bidder
ghall have the right to appeal to the Comptroller General who shall speedily
determine the issue, and his decision shall be final: Provided further, That
the base rate of pay which may be bid and accepted in awarding such con-
tracts shall in no case exceed 33 1-3 cents per airplane-mile for transporting
a mail load not exceeding three hundred pounds. Payment for trans-
portation shall be at the base rate fixed in the contract for the first three
hundred pounds of mail or fraction thereof plus one-tenth of such base rate
for each additional one hundred pounds of mail or fraction thereof, com-
puted at the end of each calendar month on the basis of the average mail
load carried per mile over the route during such month, except that in no
case shall payment exceed 40 cents per airplane-mile.

(b) No contract or interest therein shall be sold, assigned, or trans-
ferred by the person to whom such contract is awarded, to any other per-
son without the approval of the Postmaster General; and upon any such
transfer without such approval, the original contract, as well as such trans-
fer, shall at the option of the Postmaster General become null and void.

(¢) If, in the opinion of the Postmaster General, the public interest
requires it, he may grant an extension of any route, for a distance not in
excess of one hundred miles, and only one such extension shall be granted
to any one person, and the rate of pay for such extension shall not be in
excess of the contract rate on that route.

(d) The Postmaster General may designate certain routes as primary and
secondary routes and shall include at least four transcontinental routes and
the eastern and western coastal routes among primary routes. The char-
acter of the designation of such routes shall be published in the advertise-
ments for bids, which bids may be asked for in whole or in part of such
routes.

(e) If on any route only one bid is received, or if the bids received appear
to the Postmaster General to be excessive, he shall either reject them or
submit the same to the Inter-State Commerce Commission for its direc-
tion in the premises before awarding the contract.

(f) The Postmaster General shall not award contracts for air-mail
routes or extend such routes in excess of an aggregate of twenty-nine
thousand miles, and shall not establish schedules for air-mail transporta-
tion on such routes and extensions in excess of an annual aggregate of forty
million airplane-miles.

(g) Authority is hereby conferred upon the Postmaster General to
provide and pay for the carriage of mail by air in conformity with the terms
of any contract let by him prior to the passage of this Act, or which may be
let pursuant to a call for competitive bids therefor issued prior to the passage
of this Act, and to extend any such contract for an additional period or
periods not exceeding nine months in the aggregate at a rate of compensa-
tion not exceeding that established by this Act nor that provided for in
the original contract: Provided, That no such contract may be so extended
unless the contractor shall agree in writing to comply with all the provisions
of this Act during the extended period of the contract.

Sec. 4. The Postmaster General shall cause advertisements of air-mail
routes to be conspicuously posted at each such post office that is a terminus
of the route named in such advertisement, for at least twenty days, and a
notice thereof shall be published at least once a week for two consecutive
weeks in some daily newspaper of general circulation published in the cities
that are the termini for the route before the time of the opening of bids.

Sec. 5. After the bids are opened, the Postmaster General may grant
to a successful bidder a period of not more than thirty days from the date
of award of the contract to take the steps necessary to qualify for mail
services under the terms of this Act: Provided, That at the time of the award,
the successful bidder executes an adequate bond with sufficient surety
guaranteeing and assuring that, within such period, said bidder will fully
qualify under the Act faithfully to execute and to carry out the terms of the
contract: Provided further, That, if there is a failure so to qualify, the
amount designated in the bond will be forfeited and paid to the United
States of America.

Sec. 6. (a) The Inter-State Commerce Commission is hereby empowered
and directed, after notice and hearing, to fix and determine by order, as
soon as practicable and from time to time, the fair and reasonable rates of
compensation for the transportation of air mail by airplane and the service
connected therewith over each air-mail route, but not in excess of the rates
provided for in this Acv, prescribing the method or methods by weight or
space, or both, or otherwise, for ascertaining such rates of compensation,
and to publish the same, which shall continue in force until changed by the
said Commission after due notice and hearing.

(b) The Inter-State Commerce Commission is hereby directed, at
least once in every calendar year from the date of letting of any con-
tract, to review the rates of compensation being paid to the holder of
such contract, in order to be assured that no unreasonable profit is result-
ing or accruing therefrom. In determining what may constitute an un-
reasonable profit, the said Commission shall take into consideration all
forms of gross income derived from the operation of airplanes over the route
affected.

(¢) Any contract which may hereafter be let or extended pursuant to
the provisions of this Act, and which has been satisfactorily performed by
the contractor during its initial or extended period, shall thereafter be con-
tinued in effect for an indefinite period, subject to any reduction in the
rate of payment therefor, and such additional conditions and terms, as
said Commission may prescribe, which shall be consistent with the require-
ments of this Act; but any contract so continued in effect may be termi-
mated by the said Commission upon sixty days' notice, upon such hearing
and notice thereof to interested parties as the Commission may determine
to be reasonable; and may also be terminated by the contractor at its option
upon sixty days’ notice. On the termination of any air-mail contract,
in accordance with any of the provisions of this Act, the Postmaster Gen-
eral may let a new contract for air-mail service over the route affected,
as authorized in this Act.

(d) All provisions of section 5 of the Act of July 28 1916 (39 Stat. 412;
U. 8. O., title 39, secs. 523 to 568, inclusive), relating to the administra-
tive methods and procedure for the adjustment of rates for carriage of mail
by railroads shall be applicable to the ascertainment of rates for the trans-
portation of air mail by airplane under this Act so far as consistent with
the provisions of this Act. For the purposes of this section, the said Com-
mission shall also have the same powers as the Postmaster General is author-
ized to exercise under section 10 of this Act with respect to the keeping,
examination, and auditing of books, records. and accounts of air-mail
contractors, and it is authorized to employ special agents or examiners to
conduct such examination or audit, who shall have power to administer
oaths, examine witnesses, and receive evidence.

(e) In fixing and determining the fair and reasonable rates of compensa-~
tion for air-mail transportation, the Commission shall give consideration
to the amount of air mail so carried, the facilities supplied by the carrier,
and its revenue and profits from all sources, and from a consideration of
these and other material elements, shall fix and establish rates for each
route which, in connection with the rates fixed by it for all other routes,
shall be designed to keep the aggregate cost of the transportation of air
mail on and after July 1 1938 within the limits of the anticipated postal
revenue therefrom.
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Sec. 7. (a) After December 31 1934 it shall be unlawful for any person
holding an air-mail contract to buy, acquire, hold, own, or control, directly
or indirectly, any shares of stock or other interest in any other partnership,
association, or corporation engaged directly or indirectly in any phase of
the aviation industry, whether so engaged through air transportation of
passengers, express, or mail, through the holding of an air-mail contract,
or through the manufacture or sale of airplanes, airplane parts, or other
materials or accessories generally used in air transportation, and regardless
of whether such buying, acquisition, holding, ownership, or control is
done directly, or is accomplished indirectly, through an agent, subsidiary,
associate, affiliate, or by any other device whatsoever: Provided, That the
prohibitions herein contained shall not extend to interests in landing fields,
hangars, or other ground facilities necessarily incidental to the performance
of the transportation service of such air-mail contractor, nor to shares of
stock in corporations whose principal business is the maintenance or opera-
tion of such landing fields, hangars, or other ground facilities.

(b) After December 31 1934 it shall be unlawful (1) for any partnership,
association, or corporation, the principal business of which, in purpose or
in fact, is the holding of stock in other corporations, or (2) for any partner-
ship, association, or corporation engaged directly or indirectly in any phase
of the aviation industry, as specified in subsection (a) of this section, to
buy, acquire, hold, own, or control, directly or indirectly, either as specified
in such subsection (a) or otherwise, any shares of stock or other interests
in any other partnership, association, or corporation which holds an air-
mail contract.

(¢) No person shall be qualified to enter upon the performance of an
air-mail contract, or thereafter to hold an air-mail contract, if at or after
the time specified for the commencement of mail transportation under such
contract, such person is (or, if a partnership, association, or corporation,
has and retains a member, officer, or director that is) a member, officer,
director, or stockholder in any other partnership, association, or corpora-
tion, whose principal business, in purpose or in fact, is the holding of stock
in other corporations, or which is engaged in any phase of the aviation indus-
try, as specified in subsection (a) of this section.

(d) No person shall be qualified to enter upon the performance of,
or thereafter to hold an air-mail contract, (1) if at or after the time specified
for the commencement of mail transportation under such contract, such
Dperson is (or, if a partnership, association, or corporation, has a member,
officer, or director, or an employee performing general managerial duties,
that is) an individual who has theretofore entered into any unlawful com-
bination to prevent the making of any bids for carrying the mails: Provided,
Thatv whenever required by the Postmaster General the bidder shall submit
an affidavit executed by the bidder, or by such of its officers, directors,
or general managerial employees as the Postmaster General may designate,
sworn to before an officer authorized and empowered to administer oaths,
stating in such affidavit that the affiant has not entered nor proposed to
enter into any combination to prevent the making of any bid for carrying
the mails, nor made any agreement, or given or performed, or promised to
give or perform, any consideration whatever to induce any other person
to bid or not to bid for any mail contract, or (2) if it pays any officer, direc~
tor, or regular employee compensation in any form, whether as salary,
bonus, commission, or otherwise, at a rate exceeding $17,500 per year for
full time.

Sec. 8. Any company alleging to hold a claim against the Government
on account of any air-mail contract that may have heretofore been annulled,
may prosecute such claim as it may have against the United States for the
cance lation of such contract in the Court of Claims of the United States,
provided that such suit be brought within one year from the date of the
passage of this Act; and any person not ineligible under the terms of this
Act who qualifies under the other requirements of this Act, shall be eligible
to contract for carrying air mail, notwithstanding the provisions of section
3950 of the Revised Statutes (Act of June 8 1872).

Sec. 9. Each person desiring to bid on an air-mail contract shall be
required to furnish in its bid a list of all the stockholders holding more than
5 per centum of its entire capital stock, and of its directors, and a statement
covering the financial set-up, including a list of assets and liabilities; and
in the case of a corporation, the original amount paid to such corporation
for its stock, and whether paid in cash, and if not paid in cash, a statement
for what such stock was issued. Such information and the financial re-
sponsibility of such bidder, as well as the bond offered, may be taken into
consideration by the Postmaster General in determining the qualifications
of the bidder.

Sec. 10. All persons holding air-mail contracts shall be required to
keep their books, records, and accounts under such regulations as may be
promulgated by the Postmaster General, and he is hereby authorized to
examine and audit the books, records, and accounts of such contractors
and to require a full financial report under such regulations as he may
prescribe.

Sec. 11. Before the establishment and maintenance of an air-mail
route, the Postmaster General shall notify the Secretary of Commerce,
who thereupon shall certify to the Postmaster General the character of
equipment to be employed and maintained on each air-mail route. In
making this determination the Secretary of Commerce, in his specifications
furnished to the Postmaster General, shall determine only the speed,
load capacity, and safety features and safety devices on airplanes to be
used on the route, which said specifications shall be included in the adver-
tisement for bids.

Sec. 12. The Secretary of Commerce is authorized and directed to
prescribe the maximum flying hours of pilots on air-mail lines, and safe
operation methods on such lines, and is further authorized to approve agree-
ments between air-mail operating companies and their pilots and mechanics
for retirement benefits to such pilots and mechanics. The Secretary of
Commerce is authorized to prescribe all necessary regulations to carry out
the provisions of this section and section 11 of this Act.

Sec. 13. It shall be a condition upon the awarding or extending and the
holding of any air-mail contract that the rate of compensation and the work-
ing conditions and relations for all pilots, mechanics, and laborers employed
by the holder of such contract shall conform to decisions of the National
Labor Board. This section shall not be construed as restricting the right
of collective bargaining on the part of any such employees.

Sec. 14. The Federal Radio Commission shall give equal facilities in
the allocation of radio frequencies in the aeronautical band to those air-
?lag?s carrying mail and (or) passengers during the time the contract is
n effect.

Sec. 15. After October 1 1934 no air-mail contractor snall hold more
than three contracts for carrying air mail, and in case of the contractor of
any primary route, no contract for any other primary route shall be awarded
to or extended for such contractor, It shall be unlawful for air-mail con-
tractors, competing in parallel routes, to merge or to enter into any agree-
ment, express or implied, which may result in common control or ownership.

Sec. 16. The Postmaster General may provide service to Canada within
vne hundred and fifty miles of the international boundary line, over domes-
tic routes which are now or may hereafter be established and may authorize
the carrying of either foreign or domestic mail, or both, to and from and
points on such routes and make payment for services over such routes out
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of the appropriation for the domestic Air Mail Service: Provided, That this
section shall not be construed as repealing the authority given by the Act
of March 2 1929 (U. 8. C., Supp. VII, title 39, sec. 465a).

Sec. 17. The Postmaster General may cause any contract to be canceled
for willful disregard of or willful failure by the contractor to comply with
the terms of its contract or the provisions of law herein contained and for
any conspiracy or acts designed to defraud the United States with respect
to such contracts. This provision is cumulative to other remedies now pro-
vided by law.

Sec. 18. Whoever shall enter into any combination, understanding,
agreement, or arrangement to prevent the making of any bid for any
contract under this Act, to induce any other person not to bid for any
such contract, or to deprive the United States Government in any way
of the benefit of full and free competition in the awarding of any such con-
tract, shall, upon conviction thereof, be fined not more than $10,000 or
imprisoned for not more than five years, or both.

Sec. 19. If any person shall willfully or knowingly violate any provision
of this Act his contract, if one shall have been awarded to him, shall be
forfeited, and such person shall upon conviction be punished by a fine of
not more than $10,000 or be imprisoned for not more than five years.

Financial

.
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Sec. 20. The President is hereby authorized to appoint a Commission
composed of five members to be appointed by him, not more than three
members to be appointed from any one political party, for the purpose of
making an immediate study and suryey, and to report to Congress not later
than February 1 1935, its recommendations of a broad policy covering
all phases of aviation and the relation of the United States thereto. Mem-
bers appointed who are not already in the service of the United States ahall
receive compensation of not exceeding the rate of compensation of a Senator
or Representative in Congress.

Sec. 21. Such Commission shall organize by electing one of its members
as chairman, and it shall appoint a secretary whose salary shall not exceed
the rate of $5,000 per annum. Said Commission shall have the power to
pay actual expenses of members of the Commission in the performance of
their duties, to employ counsel, experts, and clerks, to subpoena witnesses,
to require the production by witnesses of papers and documents pertaining
to such matters as are within the jurisdiction of the Commission, to admin-
ister oaths, and to take testimony, and for such purpose there is hereby
authorized to be appropriated the sum of $75,000.

Approved, June 12 1934.

Text of Railroad Labor Bill as Passed by Congress and Signed by President
Roosevelt—Measure Amends Railway Labor Act of 1926.

The action of Congress in approving, just before adjourn-
ment, the so-called Railroad Labor Bill, which amends the
Railway Labor Act of 1926, was noted in our issue of June 23,
page 4218. The newly-enacted measure was signed by Presi-
dent Roosevelt on June 21. It provides for the creation of a
National Adjustment Board to mediate in railway labor dis-
putes. The Adjustment Board is created with four divisions,
each composed of an equal number of representatives of rail-
roads and employees, and each permitted to choose a neutral
member. The bill permits the establishment of regional or
system boards of adjustment if the railroads and employees
wish to ereate such boards voluntarily. The present Board
of Mediation of five members is succeeded by a National
Mediation Board of only three members. Other details of
the new legislation were given in our item of a week ago.
The text of the newly-enacted measure follows:

[H. R. 9861.]
AN ACT
To amend the Railway Labor Act approved May 20 1926, and to provide for
the prompt disposition of disputes between carriers and their employees.

Be it enacted by the Senate and House of Representatives of the United
States of America in Congress assembled, That section 1 of the Railway Labor
Act is amended to read as follows:

“Definitions

“Section 1. When used in this Act and for the purposes of this Act—

“First. The term ‘carrier’ includes any express company, sleeping-car
company, carrier by railroad, subject to the Inter-State Commerce Act, and
any company which is directly or indirectly owned or controlled by or under
common control with any carrier by railroad and which operates any equip-
ment or facilities or performs any service (other than trucking service) in
connection with the transportation, receipt, delivery, elevation, transfer in
transit, refrigeration or icing, storage, and handling of property transported
by railroad, and any receiver, trustee, or other individual body, judicial or
otherwise, when in the possession of the business of any such ‘carrier’:
Provided, however, That the term ‘carrier’ shall not include any street,
interurban, or suburban electric railway, unless such railway is operating
as a part of a general steam-railroad system of transportation, but shall not
exclude any part of the general steam-railroad system of transportation now
or hereafter operated by any other motive power. The Inter-State Commerce
Commission is hereby authorized and directed upon request of the Mediation
Board or upon complaint of any party interested to determine after hearing
whether any line operated by electric power falls within the terms of this
proviso.

“Second. The term ‘Adjustment Board’ means the National Railroad Ad-
justment Board created by this Act.

“Third. The term ‘Mediation Board’ means the National Mediation Board
created by this Act.

“Fourth. The term ‘commerce’ means commerce among the several States
or between any State, Territory, or the District of Columbia and any foreign
nation, or between any Territory or the District of Columbia and any State,
or between any Territory and any other Territory, or between any Territory
and the District of Columbia, or within any Territory or the District of
Columbia, or between points in the same State but through any other State,
or any Territory or the District of Columbia or ‘any foreign nation.

“Fifth. The term ‘employee’ as used herein includes every person in the
service of a carrier (subject to its continuing authority to supervise and
direct the manner of rendition of his service) who performs any work defined
as that of an employee or subordinate official in the orders of the Inter-State
Commerce Commission now in effect, and as the same may be amended or
interpreted by orders hereafter entered by the Commission pursuant to the
authority which is hereby conferred upon it to enter orders amending or
interpreting such existing orders: Provided, however, That no occupational
classification made by order of the Inter-State Commerce Commission shall
be construed to define the crafts according to which railway employees may
be organized by their voluntary action, nor shall the jurisdiction or powers
of such employee organizations be regarded as in any way limited or defined
by the provisions of this Act or by the orders of the Commission.

“Sixth. The term ‘representative’ means any person or persons, labor
union, organization, or corporation designated either by a carrier or group
of carriers or by its or their employees, to act for it or them.

“Seventh. The term ‘district court’ includes the Supreme Court of the
District of Columbia; and the term ‘circuit court of appeals’ includes the
Court of Appeals of the District of Columbia.

“This Act may be cited as the ‘Railway Labor Act’.”

Sec. 2. Section 2 of the Railway Labor Act is amended to read as follows:

. “General Purposes
“See, 2. The purposes of the Act are: (1) To avoid any interruption to
commerce or to the operation of any carrier engaged therein; (2) to forbid

any limitation upon freedom of association among employees or any denial,
as a condition of employment or otherwise, of the right of employees to
join a labor organization; (3) to provide for the complete independence of
carriers and of employees in the matter of self-organization to carry out the
purposes of this Act; (4) to provide for the prompt and orderly settlement
of all disputes concerning rates of pay, rules, or working conditions; (5) to
provide for the prompt and orderly settlement of all disputes growing out
of grievances or out of the interpretation or application of agreements cover-
ing rates of pay, rules, or working conditions,

“General Duties

“Pirst. It shall be the duty of all carriers, their officers, agents, and
employees to exert every reasonable effort to make and maintain agreements
concerning rates of pay, rules, and working conditions, and to settle all
disputes, whether arising out of the application of such agreements or other-
wise, in order to avoid any interruption to commerce or to the operation of
any carrier growing out of any dispute between the carrier and the em-
ployees thereof.

“Second. All disputes between a carrier or carriers and its or their em-
ployees shall be considered, and, if possible, decided, with all expedition, in
conference between representatives designated and authorized so to confer,
respectively, by the carrier or carriers and by the employees thereof interested
in the dispute.

“Third. Representatives, for the purposes of this Act, shall be designated
by the respective parties without interference, influence, or coercion by
either party over the designation of representatives by the other; and neither
party shall in any way interfere with, influence, or coerce the other in its
choice of representatives. Representatives of employees for the purposes of
this Act need not be persons in the employ of the carrier, and no carrier
shall, by interference, influence, or coercion seek in any manner to prevent
the designation by its employees as their representatives of those who or
which are not employees of the carrier.

“Fourth. Employees shall have the right to organize and bargain col-
lectively through representatives of their own choosing. The majority of
any craft or class of employees shall have the right to determine who shall
be the representative of the craft or class for the purposes of this Act. No
carrier, its officers or agents, shall deny or in any way question the right of
its employees to join, organize, or assist in organizing the labor organization
of their choice, and it shall be unlawful for any carrier to interfere in any
way with the organization of its employees, or to use the funds of the carrier
in maintaining or assisting or contributing to any labor organization, labor
representative, or other agency of collective bargaining, or in performing
any work therefor, or to influence or coerce employees in an effort to induce
them to join or remain or not to join or remain members of any labor organ-
ization, or to deduct from the wages of employees any dues, fees, assessments,
cr other contributions payable to labor organizations, or to collect or to
assist in the collection of any such dues, fees, assessments, or other con-
tributions: Provided, That nothing in this Act shall be construed to pro-
hibit a carrier from permitting an employee, individually, or local repre-
sentatives of employees from conferring with management du<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>