The Financial Situation

HE business community, after a respite of some

weeks, has again been obliged during the past ten
days to face a distinctly threatening industrial relations
situation. Fortunately the state of affairs on the West
Coast, with the exception of Portland, Oregon and
Seattle, Washington, has now returned apparently
to approximate normality. The Minneapolis and
Alabama situations, however, seem still to hold
unpleasant possiblities, and somewhat disquieting
reports are received from some other sections, for
example, New Jersey. It is evident that Section 7(a)
of the National Industrial Recovery Act, and policies
that have been pursued thereunder, have sown the
wind, and we are now more or less constantly in

they asked from the President, are left wihout much
ability, and probably without a great deal of in-
clination, to hold their memberships in check. The
summer months, we believe, ought to have been
utilized by the Government for giving effect to a
radically changed labor policy. Many in the business
community had hoped that events during this
period would so shape themselves as virtually to
oblige public officials to take some such course, at
least in substantial measure. Nothing of the sort
is as yet in evidence, and as the season advances the
prospect of it diminishes. This to our mind is
perhaps the most disheartening aspect of the current
labor disorders.

danger of being obliged to reap the whirlwind.

Settling Nothing

If the strikes that are from
time to time breaking out in
various parts of the country
were really settling any of
the important issues of the
day concerning labor and its
treatment under the New
Deal, we should be inclined
to welcome them at this
time, since the normally
quiet summer months are a
more convenient season to
deal with such matters than
the later, and it is to be
hoped more active, months
of the year. But somehow
labor crises now seem to
have a way of waxing and
waning without in the least
settling any of the questions
that are responsible for
them, and without obliging
the Washington Administra-
tion to alter its unfortunate
attitude concerning labor in
any very essential respect.
If the Detroit crisis a few
months ago seemed to result
in some modification of the
more extreme policies of the
New Deal, later develop-
ments have hardly con-
firmed even this alteration
of policy. Indeed, the situa-

“Chiseling”’

For some years past a persistent tendency
has prevailed in many circles to condemn
the price cutter as a ‘chiseler.”” The
President himself has on several occasions
seemed to hold this general price philos-
ophy.

Yet there are frequent circumstances in
which reduction of prices is not only par-
donable but to be highly commended.
There are occasions when the “chiseler”
is to be honored, not reviled.

In response to pleas by the beer industry
that action be taken to prevent price
cutting, the Director of the Federal Alco-
hol Control Administration on Thursday
well said:

“The FACA expresses the view that
undue interference with price reductions
may hamper, rather than aid, in readjust-
ment of underlying economic conditions,
of which prices are but a symptom and a
result.”

An official of the NRA, in referring to
numerous requests received by that body
for emergency price fixing to put an end
to current price reductions in various in-
dustries, cited a case on Wednesday where
new processes had reduced manufacturing
costs from 65 cents to 15 and 18 cents in a
certain industry. Yet those in this in-
dustry who had not been energetic or
fortunate enough to develop such cost
reducing processes were demanding that
the NRA fix prices and thus prevent
those whose costs had been curtailed from
reaping the fruits of their initiative.

No one need doubt that American in-
dustry has at times been afflicted with
unintelligent and uneconomic price cut-
ting, or that price cutting has on occasion
been employed as a means of suppressing
competition. Yet a good many who are
given to berating price cutters in general
would do well to be more discriminating.

A Serious Misunderstanding

One deterrent, probably
at present the most effective
deterrent, to needed changes
in labor policies, as well as to
vigorous reform in the prac-
tices of the NRA in respect
to monopoly,is found in the
tendency of unthinking per-
sons to heap praise upon
many of the labor provisions
of the codes in the belief that
they represent a great hu-
manitarian reform. In the
conflict and confusion of
thought out of which grew
the National Industrial Re-
covery Act and the National
Recovery Administration,
two general lines of reason-
ing were from the first fairly
observable. The first was
that one of the potent causes
of depressed conditions in
business was underpaid and
over-worked labor. Those
who mistakenly believed in
this theory of the depression
saw in what has since grown
into the NRA an oppor-
tunity to encourage recovery
and at the same time and
by the same means effect
desirable, humanitarian
changes. This aspect of the
matter assured the support

tion has dragged along without any clear-cut indica-
tion of just what the labor policy of the Federal
Government is at present, other than that it intends
apparently to play a purely opportunistic role,
avoiding significant decisions wherever possible, and
continuing to coddle labor in respect to wages and
hours of work.

Situation Unsatisfactory

This of course is an unsatisfactory state of affairs.
Business is left unable to effect much needed re-
ductions in labor costs, and the rank and file of the
wage earners, having been led to believe they would
obtain much more than the Administration has been
able to deliver, are often an easy prey for professional

agitators. Union officials, formerly given about all

of organized labor and a large and varied group of
loose thinkers usually terming themselves “liberals.”

Industrialists by and large were interested in
another side of the matter. They had long been
troubled with competition, not infrequently unin-
formed, unintelligent, ruthless and -unscrupulous.
To many sincere business leaders it had for years
seemed that if they could jointly control production
and prices—and possibly the enlargement of pro-
ductive capacity—in their respective industries, they
would find it much easier to earn reasonable profits.
Many persistent attempts to undertake what mean-
time had become known as industrial self-government
had been made in previous years. But the anti-
trust laws were then in full effect, a fact which in
conjunction with the inherent economic difficulties
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of such a program had for some years prior to the
Inauguration of the present Administration rendered
such efforts largely fruitless. The hope of indus-
trialists and merchants that the National Industrial
Recovery Act would very materially smooth their
path in such endeavors persuaded industry and trade
fairly generally that it would be the part of wisdom
for them to undertake the additional burdens ob-
viously to be expected as a result of Section 7 (a) of
the measure rather than to oppose and possibly cause
the defeat of the Act.
Eliminating Price Fixing

Now, only slightly more than a year since the en-
actment of the measure in question, with the codifi-
cation of industry and trade still incomplete and
with many of the existing codes only recently in
effect, public authorities show unmistakable signs
of desiring to reduce the extent of industrial self-
government as far as price fixation, production con-
trol and the like are concerned, if not indeed largely
to eliminate provisions designed to effect such self-
government. At the same time they are apparently
quite insistent that the higher wages and reduced
working hours instituted during the past year be
maintained, if not made more stringent. To all this
practical business men naturally reply that they
cannot permit free competition, which under pre-
vailing conditions is very likely to develop quickly
into what is known as cut-throat competition in
prices and production, and at the same time carry
the burdens imposed in those provisions of the Re-
covery Act and the codes that stipulate wage and
working conditions.

To many this seems to be a conclusive argument
in favor of maintaining the National Recovery Ad-

ministration in all its essential aspects, since very
few are willing to criticize what are now almost
universally accepted as the humanitarian accom-

plishments of the system here in question. Poli-
ticians, even in opposition circles, are inclined to
join in the chorus of praise of the labor provisions
of the Act and the codes, and business men are re-
markably averse to the expression of criticism. An
almost sacred quality seems to be given these sec-
tions by a public which apparently thinks of them
as above realistic study and analysis. What was or-
iginally the “liberal” view of these matters has now
virtually become the universal view.

No Warrant in the Facts

Yet it must be confessed that it is very difficult to
find anything in the facts to warrant such an atti-
tude. On the contrary, some of the most mis-
chievous provisions of both the law and the codes
are found in the so-called labor clauses. There is
good reason for thinking that labor itself will in the
end be injured not helped by what has been done
and what is being done in its behalf by and under
the National Industrial Recovery Act. As to the
good that may have been accomplished by eliminat-
ing or reducing the amount of undesirable child
labor, the shortening of clearly unreasonable hours
of work, and the banishment of extortionate rates
of pay for certain types of service, as much or more
could have been done in these various directions
at a much lower cost to all concerned, particularly
to those for whose benefit such steps have been
taken. We do not wish to oppose or belittle any
effort intelligently designed to eliminate or pre-
vent the exploitation of unfortunately situated
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individuals by others who happen to be in a position
to take advantage of their helplessness. Yet we see
nothing unreasonable in asking full assurance that
what passes as humanitarianism is really that and
not merely something wearing the outward appear-
ance of it.

It seems to be supposed that the minimum wages
set in the various codes fix rates below which it
would be clearly inhuman to ask men and women
to work, and rates, moreover, fully warranted by the
actual productivity of practically all workers con-
cerned. The popular assumption seems likewise to
be that the maximum hours fixed in these agreements
represent in each case, or at least in the great major-
ity of instances, the longest work week permissible
with reasonable regard for the health of wage
earners, or with decent respect for the consideration
due human beings. The average man probably
takes for granted, for example, that the provisions
concerning home manufacturing in the textile indus-
tries and allied fields are merely those that are
necessary to prevent what are commonly known as
sweat shop abuses. Yet a dispassionate study of
the facts, so far as they are available, does not seem
in a great many, probably most, cases to warrant
any such supposition. On the contrary it is obvious,
or so it seems to us, that the selection of the rates of
minimum wages has quite generally been substan-
tially influenced by the fallacious idea that larger
wage payments tend to induce recovery. With few
exceptions maximum hours have been arranged
largely for the purpose of controlling, and usually
of reducing, the volume of production or of “spread-
ing work.” Much the same ideas have plainly also
influenced rules and regulations concerning the em-
ployment of children, and manufacturing done in
the home.

Other Aspects

But this of course is not the full story, nor even,
for that matter, the most important part of the story.
Pressure has been widely exerted to have what have
become known as wage differentials, existing prior
to the execution of the code contract, maintained,
and agreements to this effect are found in many
codes. In ordinary language, this means that em-
ployers are asked to raise wages of all employees so
that the wage difference between the more highly
paid and the lowest paid workers might remain con-
stant. It is true that these understandings are
probably not fully enforced. At the same time, no
one even moderately familiar with the facts doubts
for a moment that by the shortening of hours (weekly
rates of pay usually being unchanged or reduced but
little), and as a result of renewed strength imparted
to grasping labor organizations under the provisions
of Section 7(a) of the National Industrial Recovery
Act, both hourly wages and the amounts of pay-
rolls per unit of production have been very substan-
tially increased during the past year.

Now what are the consequences reasonably to be
expected of all this? The practical business man
who gives the matter dispassionate thought need
not be told that a manufacturer, if he is informed
that he can pay no employee less, for example, than
$12 or §15 per week, is presently very likely to find
that there are a number of less efficient employees
on his rolls whom he can no longer afford to employ
at all. Sooner or later, and probably sooner rather
than later, he will find himself under strong induce-
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ment, if not necessity, to replace the less efficient
among the low-paid members of his force with others
who really produce $12 or $15 worth of work. Or
he may, as an alternative, find ways and means of
dispensing entirely with the services of a good many
who have been carried at wages below the new mini-
mum. We are convinced that, unfortunately, there
are many whose productivity will not support the
minimum wage rates fixed in these codes. The
natural, not to say the inevitable, consequence is,
therefore, that the very groups whose condition of
life has aroused public solicitude will be injured
rather than helped by the minimum wage provisions
of the codes which are now so widely held almost
in reverence by the vast majority.

Child Labor Provisions

The facts, and consequently the effects normally
to be expected from the code provisions concerning
child labor and home manufacturing, are not so
clearly evident. It is perfectly plain that if the ut-
most care and common sense have not been exercised
in the formulation of these provisions, and if there
is want of these qualities in their administration,
harm in this case also may outweigh the good that
is done for the very groups whose welfare is pre-
sumably the object of these arrangements. It is
quite conceivable that yourger people are being, or
will presently be, obliged to suffer from want more
severely than they formally were from over-work or
unsuitable labor. The same could easily be true of
families deprived of the income produced by home
manufacture of certain types of goods. Certain facts
recently brought to light, for example the case of
the mother in Brooklyn who has insisted, without
avail so far as the National Recovery Administra-
tion is concerned, upon her right to manufacture
artificial flowers.-at home as a means of supporting
her children, otherwise likely to become public
charges, are well calculated to raise questions in the
minds of thoughtful people concerning these matters.

But there is a broader, and in some respects at
least more important,” aspect of this whole ques-
tion which is rarely given the consideration it de-
serves. There can no longer be any serious ques-
tion about the fact that the labor provisions of the
codes have so materially and so arbitrarily increased
labor costs that a nation-wide impetus has been
given to the installation of labor saving devices where
under normal and rational conditions the work in
question can be done more economically without such
additional machinery or equipment. The newly in-
spired movement toward greatér mechanization is
naturally found in the medium-sized and smaller
business enterprises, where somewhat similar condi-
tions produced by extortionate policies of the labor
unions during the twenties, and earlier for that
matter, had not in so large a degree produced this
result. These enterprises during the past few years
have often found the flexibility assured them by a
less fixed condition of their assets of great advantage
to them. " They of course assume serious risks of
later embarrassment when they now permit them-
selves to pursue an extreme course in mechanization,
although probably a good many of them find it the
only means open to them to continue in business
under existing conditions. But here we are con-
cerned with other implications of such policies
which would probably be further encouraged if it is
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made easier for business enterprises to obtain the
capital necessary for such installations.

Increasing Unemployment

GREAT deal has been heard during recent years
about what has become known as “technolog-
ical unemployment,” by which is meant unemploy-
ment caused by changes in the technique of manu-
facture and particularly by the replacement of
human hands in ‘industry by machines. The phe-
nomenon, if not the name, is at least as old as the
industrial revolution, but it is often said that un-
employment caused in this way has become im-
mensely more widespread and severe during the past
decade or two of rapid technical progress. The prob-
lem occasioned by this fact is often spoken of as one
of the most urgent challenges of our modern civili-
zation. There is, of course, a good deal of truth in
all this. Yet the dispassionate mind surveying all
the facts of recent economic history is very apt to
arrive at the conclusion that the condition com-
plained of has been substantially and néedlessly ag-
gravated by higher rates of wages than were eco-
nomically wise. However this may be, the fact
seems plain to us that no system of wage rates, work-
ing hours or conditions which stimulates the replace-
ment of men with machines where hand work would
be cheaper, if men were willing to work for reason-
able wages and work with reasonable efficiency, can
fail to react most unfavorably upon the wage earner.
Viewed in this light no small part of the so-called
humanitarian elements or aspects of the National
Recovery Administration program take on an en-
tirely different appearance.

To put the whole matter in a nutshell, much the
larger part of the labor provisions of codes appear
upon analysis to be anything but truly humani-
tarian. The truth seems to be that the way, and
about the only way, to provide a more abundant
life for wage-earning groups, as well as for the whole
population, is to increase the productivity and the
efficiency of industry, agriculture and trade. On
the whole, the National Recovery Administration
labor provisions have just the opposite effect. As
for the elimination or prevention of genuine abuses,
that had best be accomplished, if it ought to be
undertaken by the Federal Government at all, which
we doubt, by means of the enactment of laws in-
telligently directed at such abuses and at nothing
else.

The Federal Reserve!Bank Statement

HE combined condition statement of the 12 Fed-
eral Reserve banks discloses that the Treasury

has accentuated once again its policy of depositing
with these institutions larger amounts of gold cer-
tificates than would result from actual increases

in the monetary gold stock of the nation. For
several weeks, at the end of June and early in July,
no certificates were deposited at all, despite a steady
increase in gold stocks from imports and domestic
production. The condition statements for July 11
revealed that some of the so-called “free gold” of
the Treasury again was being utilized to defray
current expenses of the Treasury, and further use
of such metal is shown in the current statement for
July 18. Slightly more than $37,000,000 of gold
certificates were deposited in the week to July 18,.
although actual increases in the gold stocks were
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only $16,000,000. In consequence of this procedure
and of extensive use of ordinary Treasury balances
with the Federal Reserve, excess reserves of member
banks with the Federal Reserve System advanced
sharply to a high record of $3,987,312,000, as against
$3,902,098,000 a week earlier. Excess reserves over
requirements now are estimated at more than
$1,850,000,000, which also is a figure never before
approached. By this means the pressure of funds
for investment is being increased steadily, and the
potentialities for mischief in such enormous idle
credit supplies hardly need to be emphasized.
Gold certificate holdings of the Reserve banks,
which now represent the sole interest of the banks
in the metallic stocks which they formerly owned,
mounted to $4,847,634,000 on July 18 from $4,810.-
603,000 on July 11. Although “other cash” declined
slightly, the total reserves advanced to $5,101,-
461,000 from $5,066,978,000. Borrowings of mem-
ber banks from the Reserve institutions were not
materially changed, at $23,252,000, while bankers’
bill holdings of the System were quite unchanged
at $5,259,000. The total of United States Govern-
ment security holdings, at $2,431,787,000, was only
nominally altered, but it is noteworthy that the
aggregate of bill and certificate holdings fell $25,-
000,000, while the longer notes increased by an equal
amount. Federal Reserve notes in actual circula-
tion decreased to $3,084,823,000 on July 18 from
$3,098,273,000 on July 11, and there was also a
modest further decrease in the net circulation of
Federal Reserve bank notes to $38,560,000. Al-
though member bank reserve deposits increased
about $85,000,000, deposits of the Treasury with

the System declined nearly $42,000,000, and the
total deposits advanced to $4,230,630,000 on July 18

from $4,188,145,000 on July 11. The increase in
deposit liabilities was more than offset by the lower
circulation and the gain in total reserves, and we
find the ratio of total reserves to deposit and Fed-
eral Reserve note liabilities combined at 69.7% on
July 18 compared to 69.5% on July 11.

The]New,York Stock Market

RREGULAR downward movements predominated
this week in quiet trading on the New York
stock market. Variations were greater than in
some weeks, and the decline was interrupted by
one or two rallies, but the main tendency was rather
heavily downward and in most sections of the
market closing prices yesterday were materially
lower than those of a week earlier. The unfortunate
developments at San Francisco, where a general
strike was attempted early in the week, unsettled
the market in the initial sessions. Recessions on
Monday were most pronounced in the rail stocks,
where drops of 2 to 3 points were not uncommon,
but other issues also receded. A small rally occurred
early Tuesday, but the downward trend was re-
established during the day, and small net losses
were common at the end. When it appeared on
Wednesday that the general strike on the Pacific
Coast would fail, as general strikes inevitably must
fail, a smart upswing developed in stocks, with metal
shares the leaders of the movement. Thursday’s
dealings witnessed a resumption of the downward
drift, and the volatile metal shares suffered more
than others. Yesterday’s session was a distinetly
gloomy one, with prices off generally and declines
far from small. News developments did not ac-
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count for the recession yesterday, which appeared
to be due rather to general uncertainty regarding
business prospects. Turnover in stocks ranged
around 500,000 to 600,000 shares in the first four
sessions, but a sharp increase to about 1,250,000
shares occurred in the decline yesterday.

Listed bonds were quiet, with the high-grade
issues well maintained throughout. Speculative
issues also held rather well until yesterday, when
the declining quotations for equities occasioned a
sympathetic recession in low-priced bonds. It may
be noted in passing, however, that new issues of
bonds brought out during the week were accepted
by investors with something approaching alacrity.
The foreign exchange markets were uncertain, with
the dollar weak at first but strong in the later
sessions of the week. The possibility of gold im-
ports from France was discussed yesterday, as the
franc dipped to the lower gold point. Foreign ex-
change variations were not comforting, as they
appeared to reflect growing uneasiness of capital
and an increased tendency of funds to seek safe
shores. There was a good deal of conjecture regard-
ing possible devaluation of the German mark, and
it was realized that any such development would be
followed by protracted international currency un-
settlement. Trade and industrial indices in this
country show no great variations for the time being.
Steel making operations for the week beginning
July 16 were estimated at 28.8% of capacity by the
American Iron and Steel Institute, against 27.5%
last week. Electric power production in the United
States was 1,647,680,000 kilowatt hours in the week
ended July 14, according to the Edison Electric In-
stitute. This compares with 1,555,844,000 in the
preceding week, which contained a holiday. Car-
loadings of revenue freight in the week to July 14
were 602,778 cars, or 16.0% more than in the previ-
ous week, when the holiday kept loadings down.
Commodity prices tended upward this week, but
the gains were occasioned by indications of drouth
damage, and stocks were not stimulated by the
movements. :

As indicating the course of the commodity mar-
kets, the July option for wheat in Chicago closed
yesterday at 9734c. as against 9634c. the close on
Friday of last week. July corn at Chicago closed
yesterday at 62%4c. as against 591%4c. the close on
Friday of last week. July oats at Chicago closed
yesterday at 4414c. as against 4414c. the close on
Friday of last week. The spot price for cotton here
in New York closed yesterday at 13.00c. as against
13.15¢. the close on Friday of last week. The spot
price for rubber yesterday was 14.64c. as against
14.64c. the close on Friday of last week. Domestic
copper closed yesterday at 9c., the same ag on Fri-
day of previous weeks. The silver market during
the week was again a rather listless affair, with
slight changes occurring in prices or volume of
sales. In London the price yesterday was 20 7/16
pence per ounce as against 20 9/16 pence per ounce
on Friday of last week, and the New York quota-
tion yesterday was 46.72c. as against 46.60c. on
Friday of last week. In the matter of the foreign
exchanges, cable transfers on London closed yester-
day at $5.045; as against $5.04 the close on Friday
of last week, while cable transfers on Paris closed
yesterday at 6.5915c. as against 6.597%ec. on Friday
of last week. Among the dividends declared dur-
ing the week, one action of interest was the declara-
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tion by the Louisville & Nashville RR. of a dividend
of $1.50 a share on the common stock, payable
Aug. 25 next, out of operations for the first half of
1934. A similar disbursement was made on Feb. 15
last from 1933 earnings, the first since Feb. 10 1932,
when $2 a share was paid on this issue. Prior to
this the company paid $2.50 a share on Aug. 10 1931
and $3.50 a share previously each six months. On
the New York Stock Exchange 55 stocks reached
new high levels for the year, while 148 stocks touched
new low levels. On the New York Curb Exchange
25 stocks touched new high levels for the year, while
55 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 194,330
shares; on Monday they were 589,730 shares; on
Tuesday, 616,620 shares; on Wednesday, 490,370
shares; on Thursday, 614,150 shares, and on Friday,
1,242,675 shares. On the New York Curb Exchange
the sales last Saturday were 60,767 shares; on Mon-
day, 121,355 shares; on Tuesday, 134,050 shares;
on Wednesday, 139,015 shares; on Thursday, 150,225
shares, and on Friday, 220,094 shares.

The stock market the present week (with the ex-
ception of Friday) was very inactive, and prices, gen-
erally, were lower at the close. General Electric
closed yesterday at 1954 against 2014 on Friday of
last week ; Consolidated Gas of N. Y. at 3184 against
33; Columbia Gas & Elec. at 10 against 11; Public
Service of N. J. at 3514 against 36; J. I. Case
Threshing Machine at 49 against 521&; Inter-
national Harvester at 3214 against 3334; Sears,

Roebuck & Co. at 4154 against 443/ ; Montgomery

Ward & Co. at 2734 against 2914 ; Woolworth at
4935 against 505%; American Tel. & Tel. at
11234 against 11454, and American Can at 9814
against 10114.

Allied Chemical & Dye closed yesterday at 13314
against 13714 on Friday of last week; E. I. du Pont
de Nemours at 8814 against 923 ; National Cash
Register A at 151/ against 17; International Nickel
at 2515 against 263%; National Dairy Products at
177 against 1854; Texas Gulf Sulphur at 3254
against 3314 ; National Biscuit at 3414 against 3514 ;
Continental Can at 801/ against 81; Eastman Kodak
at 99 against 98%%; Standard Brands at 20 against
2073 ; Westinghouse Elec. & Mfg. at 3314 against
37V, ; Columbian Carbon at 68 against 74; Lorillard
at 18 against 181/ ; United States Industrial Alco-
hol at 4115 against 4214; Canada Dry at 181,
against 2014 ; Schenley Distillers at 2134 against 26,
and National Distillers at 19 against 217%;.

The steel stocks reflect losses over the previous
week. United States Steel closed yesterday at 38
against 40 on Friday of last week; Bethlehem Steel
at 3014 against 3314 ; Republic Steel at 1514 against
167g, and Youngstown Sheet & Tube at 1854 against
20%. In the motor group, Auburn Auto closed
yesterday at 2214 against 2414 on Friday of last
week ; General Motors at 3014 against 321/ ; Chrys-
ler at 389, against 411/, and Hupp Motors at 23/
against 3. TIn the rubber group, Goodyear Tire &
Rubber closed yesterday at 251% against 2714 on
Friday of last week ; B. F. Goodrich at 1134 against
1214, and United States Rubber at 14 against 18.

The railroad stocks followed the downward trend
of the general list. Pennsylvania RR. closed yester-
day at 2814 against 301% on Friday of last week;
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Atchison Topeka & Santa Fe at 59 against 621/ ;
New York Central at 2535 against 2814; Union
Pacific at 115%% against 120; Southern Pacific at
2034 against 2375 ; Southern Railway at 17 against
2014, and Northern Pacific at 20 against 23. Among
the oil stocks, Standard Oil of N. J. closed yester-
day at 4334 against 45 on Friday of last week;
Shell Union Oil at 7145 against 8, and Atlantic Re-
fining at 2474 against 2534.

In the copper group, Anaconda Copper closed
yesterday at 1214 against 1435 on Friday of last
week; Kennecott Copper at 2034 against 2214;
American Smelting & Refining at 3834 against 4254,
and Phelps Dodge at 17 against 18.

European Stock Markets

TOCK exchanges in the leading European finan-
S cial markets remained exceedingly quiet this
week, with the trend uncertain in all instances.
Most of the movements at London, Paris and Berlin
were toward lower levels, but the changes were small
and not of great significance. Traders and investors
in all the European markets continue to await better
indications of political trends, as well as the out-
come of the many trade and financial difficulties
with which the world is struggling at present.
Cabinet differences in France added to the troubles
of the Bourse, while the German situation remains
dubious, to say the least. The European markets
were disquieted to some degree by the strike situa-
tion on the Pacific Coast of this country. The im-
pression prevailed for a time that the labor troubles
might spread and result in a general strike such as
that of Great Britain in 1926. 'When it appeared
that the disorders are local, relief was apparent in
London. Indices of trade and industry in all the
leading European countries reflect a cessation of
the improvement that took place for a year or more,
and there is a corresponding anxiety concerning
future trends. The financial situation also remains
clouded, particularly with regard to the intentions of
the German authorities concerning the Reichsmark.
Some improvement in the gold reserves of the Reichs-
bank was reported this week, but the views held in
London and Paris are still to the effect that mark
devaluation is likely. Any such development, it is
realized, might set in motion again the vicious circle
of international currency devaluations.

The London Stock Exchange was dull in the in-
itial session of the week, with British funds almost
the only bright spot. In the industrial section some
interest was displayed in tobacco stocks, but other
issues moved lower. International securities were
generally soft, with a rise in International Nickel in
the early dealings canceled by a decline later. Move-
ments were uncertain in all departments, Tuesday,
with the volume of transactions limited. British
funds dipped slightly, while industrial stocks showed
more recessions than advances. The international
group attracted interest, but the issues were lower
on account of the strike situation on the Pacifie
Coast. The tone improved Wednesday, and there
was also some gain in the turnover. British funds
were well maintained, while home rail stocks hard-
ened. Most of the British industrial stocks made
small gains, and improvement also was noted in the
international section, where Anglo-American favor-
ites were in fair demand. In Thursday’s dealings
the good tone was maintained. British funds were
marked up slightly, while a number of small gains
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also appeared in the industrial list. The interna-
tional group received further support, because of
improved advices on the strike situation in the
United States. The tone yesterday was irregular,
with gilt-edged issues better maintained than others.

The Paris Bourse started the week in an extremely
inactive fashion. Dispatches indicate that many
issues were traded only once at the opening and not
again throughout the session, and price changes
were thus of little importance. Rentes were well
maintained, but most French bank and industrial
shares lost ground. Tuesday’s session was almost
equally dull, with an initial recession followed by
modest recovery. Rentes were not changed to any
material degree, but losses were usual in the equities
and in international securities. In a further quiet
session, Wednesday, prices dropped in almost all
departments. Indications of strife within the Dou-
mergue Cabinet over the Stavisky scandal caused
recessions in rentes, and French bank and industrial
stocks also weakened. French reports of the San
Francisco strike situation apparently were exag-
gerated, as international securities dipped sharply.
The trading on the Bourse on Thursday resulted in
sharp recessions in rentes, owing to the possibility
of a Cabinet crisis. French equities also receded,
while foreign securities attracted no interest. Slight
gains were recorded yesterday in some issues, but
most securities were unchanged.

The Berlin Boerse opened the week with a con-
fident tone, notwithstanding the lack of business.
Reports that Franco-German trade negotiations
were progressing favorably occasioned a general ad-
vance in stocks, while some gains also were recorded
in bonds. In some instances advances of 3 to 4
points were recorded. Tuesday’s session on the
Boerse was irregular, but gains outnumbered the
losses. Most of the changes were confined to frac-
tions, but larger advances were registered in some
public utility issues and in various specialties.
Business increased on Wednesday, but the trend re-
mained uncertain. Modest advances were recorded
in the important issues, but they were not fully
maintained and at the close only fractional gains
appeared. Activity was sustained on Thursday, and
prices again moved upward. Most of the active
stocks showed advances of a point or two, and in
a few issues even larger gains were recorded. Utility
stocks showed better results than other groups. The
upward tendency was maintained yesterday, but
gains were small.

Germany’s External Debts

DTSCRIMINATION by the German transfer au-
thorities against American holders of long
and medium-term German dollar bonds has occa-
sioned numerous protests recently from the United
States Government, the Foreign Bondholders Pro-
tective Council and the firm of J. P. Morgan & Co.,
which was instrumental in floating the Dawes and
Young loans of the German Government here. Al-
though equal treatment of the holders of German
Government bonds in all countries is clearly called
for in the loan contracts, such equal treatment no
longer is granted. Under the recent agreement be-
tween Germany and Great Britain, full payment of
interest to British holders of Dawes and Young
bonds was arranged, apparently in return for British
relinquishment of threats to establish a clearing
system. It is understood that an agreement between
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Germany and Holland assures Dutch bondholders
of interest payments. Paris reports of Wednesday
state that Germany and France have reached an
understanding, whereby French holders of Dawes
and Young bonds are assured of continued interest
payments. The French Government, it is said,
guarantees the German authorities a favorable
balance of trade in exchange for the full interest
payments. Signatures are to be attached to this
arrangement soon, it is reported.

The State Department in Washington announced
Monday that it had directed United States Ambas-
sador William E. Dodd to make strong representa-
tions against any such unfair discrimination as is
implied by the German agreements with Britain,
France and Holland. Equal treatment was de-
manded and it was insisted, moreover, that such
treatment could not be made contingent upon
trade concessions, clearing arrangements or similar
measures. “The German Government is aware as a
result of the repeated representations, written and
oral, that have been made to it, both through the
American Embassy at Berlin and through its own
Embassy at Washington, that this Government con-
siders as an inescapable responsibility of the Ger-
man Government the extension to American in-
vestors of treatment that is no less favorable than
that which is or may be accorded to the investors of
other countries,” the note stated. “The American
Government does not feel that this expectation can
be ‘made contingent upon its entering into special
agreements as new and added inducements to the
observance of that obligation. It should perhaps be
pointed out that the American Government has per-
sistently pursued a policy of refusing to undertake
direct negotiations of settlements on behalf of
holders of foreign securities.” The note pointed out
that there can be no justification for differentiation
between creditors having exactly the same unequivo-
cal pledges from the German Government, and in
whose favor exactly the same revenues were hypo-
thecated without reservations.

J. Reuben Clark, as President of the Foreign
Bondholders Protective Council, sent a cable of pro-
test against discriminatory treatment late last week
to Dr. Hjalmar Schacht, President of the Reichs-
bank. To serve the Dawes and Young bonds held
by the nationals of other countries and to decline
to serve the bonds held by Americans would consti-
tute the grossest discrimination and would be vio-
lative of every principle of justice and fair dealing,
Mr. Clark declared. J.P. Morgan & Co, sent a tele-
gram of protest to Count Lutz Schwerin von Kro-
sigk, the German Finance Minister, who was urged
to reconsider the German moratorium declaration
of June 14. The Dawes and Young loans, the firm
stated, are the most solemn external obligations of
the German Reich, issued in pursuance of interna-
tional plans for German reconstruction and em-
bodied in international treaties and agreements to
which not only the German Government itself but
most of the great Powers of Europe were parties.
The bonds of these loans are the highest form of
obligation in the power of the German Government
to give and the world will not understand nor soon
forget if these obligations are dishonored, it was
added. The mere deposit of Reichsmarks in the
Reichsbank, as proposed by the German Government,
does not satisfy the terms of the bonds, and default
will result unless they are duly served in the appro-
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priate foreign currencies, the communication pointed
out.

Berlin reports of last Saturday reflect the issu-
ance of semi-official statements by the German au-
thorities, in which the position was taken that no
discrimination against American investors is in-
tended. The German Government, according to
such statements, is prepared to negotiate with the
American Government, as well as with other Gov-
ernments, for the purpose of “creating conditions
enabling Germany to service the Dawes and Young
loans.” It was indicated by the same sort of reason-
ing that no discrimination against any other holders
of German bonds in the United States is intended
“If the German' Government should conclude with
any other country the special agreements and provi-
sions which its American creditors wish to have ap-
plied to themselves, then the German Government
might be willing to come to an agreement with the
American Government on a basis of equal treatment,
allowance being made for the circumstances,” the
statement said. In Washington it was indicated,
Wednesday, that the State Department will continue
to insist upon equality of treatment, but no great
optimism was expressed regarding the possible re-
sults. The Anglo-German agreement was held a
clear violation of the Dawes and Young plan bond
agreements and the hope was expressed that Britain
will abandon the program. Indignation exists in
Washington, a dispatch to the New York “Times”
states, “because Great Britain not only defaulted on
her war debt obligations to the United States but
also exerted pressure on Germany to pay British na-

tionals to the disadvantage of American bond-
holders.”

In view of the prospective default, the
three trustees of the Dawes loan, acting through the
Bank for International Settlements, instructed the
Reichsbank, Tuesday, to withhold from the German
Government excess revenues from the various reve-

nues pledged for the loan. But the German Govern-
ment, insisting that there is no default but only an
interruption of transfers, took equally prompt steps
to assure continued payments of the excess revenues
into the national coffers,

Only in one respect is any of the news regarding
German bonds favorable to the American holders of
these obligations. Tt was announced late last week
by Mr. Clark, as President of the Foreign Bond-
holders Protective Council, that the German au-
thorities at length had given assurances of early fil-
ing of the registration statement for serip which will
make possible payments against coupons on German
dollar bonds due in the first six months of this year,
The necessary information for the registration state-
ment would be forwarded to Washington this week,
it was indicated. The action now promised is in ac-
cordance with the German agreement at the debt
conference in Berlin last January. Holders of Ger
man external bonds other than the Government is-
sues, in other countries, have received their partial
interest payments regularly, but delay has been oc-
casioned in the payments to American investors as
a result of the registration requirements of the Se-
curities Act of 1933. The agreement calls for pay-
ment of 30% of coupons in cash in foreign currency,
while the balance of 709 is represented by scrip re-
deemable at 60% of its face value, making a total

payment of 76.9% of coupons, in the respective for-
eign currencies. ]
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Eastern Locarno

ORMAL proposals for what is called an “Eastern

- Locarno” are occupying all the leading Euro-
pean chancelleries at the present time. The move is
plainly an outgrowth of the admitted failure of the
General Disarmament Conference and the direct
diplomatic negotiations of the French and German
Governments. The old conflicts in Europe continue,
and it is now evident that France has enlisted the
full support of the present British Government in
the endeavor to preserve intact the territorial re-
arrangements of the World War settlement. The
French Foreign Minister, Louis Barthou, laid before
the British Government last week a scheme for a
regional pact of mutual guarantees and assistance,
involving Russia, Germany, the Baltic States,
Czechoslovakia and Poland. Reports from London
at the time of M. Barthou’s visit suggested that any
such pact probably would be followed by a proposal
for a similar Mediterranean agreement. Although
the British Government declined firmly to be drawn
into any such arrangements, it espoused the proposal
and presented it officially to all the countries con-
cerned. It may be noted in passing that the League
of Nations and the Kellogg-Briand pact already
have supplied plenty of machinery for preserving the
peace, provided the European Governments really
have any intention of preserving it.

The British Foreign Secretary, Sir John Simon,
informed the House of Commons late last week of
these latest developments in European diplomacy.
The French plan for an “Eastern Locarno” was in-
dorsed fully by the British Minister, who made it
plain that mutual guarantees of assistance were in-
volved, but only for the five elements concerned, with
the Baltic States regarded as one element. The
agreement would be analogous to the original Lo-
carno pact, and indirectly would bring Russia into
the Locarno pact on substantially the same terms
that govern the obligations of Britain and Ttaly
toward France and Germany. France also would
be drawn in through a guarantee of Russia’s Western
frontier and Germany’s Eastern frontier. These are
what Foreign Secretary Sir John Simon described
as the “bare bones” of the scheme. If Germany
could be induced to participate, he added, grounds
would be afforded for the resumption of negotiations
and the conclusion of a convention providing a
reasonable application to Germany of equality rights
under a regime of security for all nations.

Reactions to the plan have afforded no surprises
whatever, as they followed the traditional pattern
of similar discussions in Europe during recent years.
Germany was rightly considered the keystone of the
proposed arch, but the German authorities appear
to have little intention of being drawn into a system
for preserving current territorial arrangements.
Semi-official declarations in Germany are all to the
effect that any such pact would be unreasonable,
since it violates the German ideas of reciprocity.
Behind such statements, of course, it is easy to dis-
cern -the German desire for important changes in
the Versailles territorial alignments. The French
Government, which originated the idea of the “East-
ern Locarno,” said little about it this week, but it
is significant that the French press objected strongly
to the small British addition in the form of a sugges-
tion for a “reasonable application of equality rights
to Germany.” The Ttalian Government announced
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formally late last week that it had withdrawn its
objections to the proposed pact, while Russian au-
thorities indicated their enthusiastic support of the
proposal.

Disarmament Discussions

NTERNATIONAL conversations on land disarma-
ment have been almost completely lacking in
recent weeks, but in their place naval discussions
have occupied the center of the stage. It does not
appear that progress toward naval agreements on
limitation or reduction is being made. British and
American representatives engaged in conversations
at London, recently, preliminary to the proposed
1935 naval conference, and Japanese diplomatic
representatives at London were kept informed of the
negotiations. In the early stages of such talks it
was revealed that the British desired larger fleets of
some types of vessels than are permitted by the
‘Washington and London agreements, but since that
revelation was made no information on the nature
of the discussions was made available. Tokio dis-
patches of Monday stated that the Japanese Govern-
ment will be unable to discuss any naval questions
until next October, and these reports were followed,
Tuesday, by a London announcement that the
Anglo-American discussions had been discontinued.
The two delegations assured each other of their
desire to effect some sort of naval agreement next
year, and they agreed to work unceasingly to find
some basis for the success of the 1935 conference,
an Associated Press report states. Although out-
standing accomplishments were lacking, the dele-
gates at London' expressed the belief that the pre-
liminary conversations have been of considerable
value. Francois Pietri, the French Naval Minister,
visited London last week for similar conversations
preliminary to the general naval conference, but
dispatches indicate that the British and French
were unable to reach agreement on most of the ques-
tions discussed. On the question of land armaments
further discussions will take place in September, as
Arthur Henderson, President of the General Dis-
armament Conference, issued a statement last
Saturday convoking the Bureau, or Steering Com-
mittee, to meet during ‘“the early days of the forth-
coming session of the League Assembly.”

Germany Studies Hitler’s Speech

INCE Chancellor Adolf Hitler issued, late last
week, his defense and explanation of the Nazi
Government’s actions on June 30, when scores of
alleged conspirators were killed, there has been a
tendency throughout the world to await further
developments within the German Reich and fresh
evidence of the plots which are said to have been
fomented. The speech made by Herr Hitler on
July 13 was received warmly in the Nazi Reichstag,
where it was delivered, but Berlin dispatches indi-
cate that the German people were not swayed to
the same enthusiasm they formerly displayed when
“Der Fuehrer” addressed them. In all countries
where a free press still exists, the statements by
the German Chancellor were received coldly. Of
interest are statements by General Hugh S. John-
son in this country, last week, in which the German
incidents of June 30 were described as “incompre-
hensible in a country of some supposed culture.”
The German Embassy in Washington protested
against statements like these, but Secretary of State
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Cordell Hull replied promptly that the views neces-
sarily represented the personal opinions of General
Johnson and were not in any sense an official ex-
pression of the United States Government. In some
British circles the speech by Chancellor Hitler was
held to carry no conviction whatever, and it was
asserted that the allegations of a plot against the
Nazi regime are no more satisfactory than were the
charges that the Reichstag building was set afire
by Communists.

In his accounting before the Reichstag for the
events of June 30, Chancellor Hitler gave once
again his version of the events of the last 15 years,
which culminated in Germany in the accession to
power of the Fascist regime. The speech added little
to what was already known, and was interesting
chiefly as a further revelation of the nature of the
Government in Germany. There were some glaring
omissions, such as the continued failure of the high-
est German authorities to supply an official list of
those killed. The Chancellor declared, however,
that a total of 77 persons were killed, either directly
on his own order, or while “resisting arrest.” Asser-
tions regarding the alleged plot against the Nazi
Government consisted mainly of a violent denuncia-
tion of the dead “conspirators.” In a Berlin dis-
patch to the New York “Times” it was remarked
that the Chancellor’s speech “was an accounting
without vouchers except the Leader’s word ; an asser-
tion without proofs or the promise to supply them;
a report supported solely by the intensity of the
emotion with which it was rendered and such cir-
cumstantial evidence as daily developments seem
to have furnished.” It was noted particularly that
Herr Hitler neither justified nor attempted to jus-

tify the deaths of some of those who were not re-

bellious Storm Troop leaders. At the end of the
brief session, however, the Reichstag rose and
cheered the Chancellor in approval of his declara-
tions. But the approval was not quite unanimous,
as the black-clad Nationalist, Dr. Alfred Hugenberg,
sat grimly silent throughout the proceedings.

Reports received by him in April and May for
the first time made him aware of conferences held
by individual Storm Troop leaders which could be
labeled nothing less than gross insubordination,
'Chancellor Hitler remarked. Much against his in-
clination, apprehension mounted when the reports
persisted and involved his Chief of Staff, Ernst
Roehm. Tt was not only terrible that Roehm and
the circle devoted to him broke all the laws of decent
living, but it was even worse that this poison began
to spread in ever-enlarging circles, he added. Worst
of all, however, was the fact that gradually, because
of a certain inclination common to these men, there
began to develop a sect within the Storm Troops,
which constituted a nucleus for plotting, not only
against the normal conceptions of healthy people,
but also against the security of the State, the Chan-
cellor continued. The revolt headed by Roehm, it
was remarked, was to start in Berlin with a surprise
attack on the Government buildings. The Chan-
cellor was to be arrested.

“If disaster was to be averted, action had to be
taken with lightning-like rapidity,” Herr Hitler de-
clared. “Only a merciless bloody stroke could per-
haps smother the spreading revolt. If even a few
days before T was still ready to be lenient, T could
at this hour no longer continue to make such con-
cessions. If some one asks me why we did not invoke
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an ordinary court to deal with the men, I can only
tell him: In this hour I was responsible for the
fate of the German nation and thereby I was the
German people’s supreme judge. I issued the order
to shoot those mainly guilty of this treason, and I
issued the further order to burn out, down to the
raw flesh, the boils of our domestic poisoning and
the poisoning of foreign countries.
the order to kill immediately with weapons any
mutineer who might attempt to resist arrest. Every
one is to know for all time that if he raises his hand
in attack against the State, certain death will be
his lot.”

Statements made early in July that a foreign
country was involved in the alleged plot against
the Nazi State received only brief mention in the
Chancellor’s address, and the country was again
not named. According to Herr Hitler, a foreign
diplomat stated that conversations held with Ernst
Roehm and General von Schleicher were of an en-
tirely harmless nature. “I do not have to discuss
that with anybody,” the Chancellor continued. “If
three traitors in Germany agree to meet a foreign
statesman and give strictest orders to keep the meet-
ing secret so far as I am concerned, then I let such
men be killed even if it should be true that the
participants allegedly spoke about nothing more
than the weather, old coins or the like. The punish-
ments for these crimes were severe and hard. Nine-
teen high Storm Troop leaders, 31 Storm Troop
leaders and members were shot; likewise three
special guard leaders as participants in the plot
and 13 Storm Troop leaders and civilians who at-
tempted resistance to their arrest and had to lose
their lives. Three others ended by suicide. Five

non-Storm Troop members, but party members, were

shot for complicity. Finally, three Special Guard
members were shot who had made themselves guilty
of disgraceful maltreatment of prisoners taken into
protective custody.” Vice-Chancellor von Papen
was absolved of all charges of connection with the
plot. Herr Hitler closed with a eulogy to Presi-
dent von Hindenburg, “whose person is to us all
inviolable.”

Although the Chancellor’s speech carried no con-
viction outside Germany, it was generally agreed in
England, France and other countries that Chan-
cellor Hitler’s grasp of power has not been weakened
to any extensive degree by the recent events. There
is general expectation that the Nazis will continue
to rule in the Reich for an indefinite period. Dis-
patches to the New York “Herald Tribune” indi-
cated that the German “man in the street” was far
from satisfied with the Chancellor’s oratory. It
was remarked that at least a list of the slain should
have been presented. In the course of the Chancel-
lor’s address he made brief reference to the growing
economic difficulties of Germany and his concern
regarding such troubles. There was ample evidence
this week of an intensification of the deep-seated
difficulties. A decree was issued in Berlin, Tues-
day, whereunder German farmers must deliver cer-
tain proportions of the grain output, as directed by
the Ministry of Agriculture. Control is established
by the decree over flour mills and bakeries, and a
complicated system of administration supervision
and rationing is called for in the decree. In a politi-
cal sense, some observers saw significance in a
revolt against Nazi regulations by 1,000 students at
Goettingen who were members of a fraternal society.
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Although orders were issued for the Storm Troops
to refrain from wearing uniforms during July, many
Storm Troopers in the provinces are said to be dis-
regarding the orders.

Dictatorship Ends in Brazil

HE long-promised end of dictatorial rule in
Brazil was achieved Monday, when the new
Brazilian Constitution was promulgated, after its
adoption by the Constituent Assembly. Getulio
Vargas, who has been Provisional President of the
country since October 1930, was elected by the
Assembly, Tuesday, as the first Constitutional Presi-
dent under the new regime. When Dr. Vargas seized
the reins of government, nearly four years ago, he
dissolved the Brazilian Congress, but at the same
time provided for the meeting of the Constituent
Assembly to draft a new basic law for the country.
This document, which was published officially for
the first time last Sunday, provides for the creation
of a Senate, in addition to the former Chamber of
Deputies. The Senate, as the upper Chamber, is
specifically charged with upholding the Constitu-
tion and co-ordinating the entire Government. The
Constitution, moreover, sets up a sort of brain-trust
in the form of groups of councilors, to be attached
to each Ministry for the advice and guidance of the
Cabinet. The Ministers are prohibited from taking
any step contrary to the unanimous opinions of
their respective Councils. Provision is made for a
maximum working day of eight hours and a maxi-
mum working week of six days. No discriminations
as to wages shall be effected, moreover, by reasons
of sex, age or marital status. Although the Consti-
tution is liberal as to native workers, it provides
drastic limitations on immigration. Entry of for-
eigners is to be restricted to not more than 29 of
the number from any foreign nation arriving during
the last 50 years.

Discount Rates of Foreign Central Banks

HERE have been no changes the present week in
the discount rates of any of the foreign central
banks. Present rates at the leading centers are shown

in the table which follows:
DISCOUNT RATES OF FOREIGN CENTRAL BANKS.

Rate in
Effect Date
July 20| Established.

Pre-
vious
Rate.

Rate in
Efyect

Country. Date
July 20| Established.

Country.

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

June 27 1934
Apr. 25 1934
Jan. 3 1934
Aug. 23 1932
July 18 1933

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

Oct. 17 1932
Feb. 16 1933
June 30 1932
3 Dec.
3.65 |July
414 |Aug.
Jugoslavia. [ 634 (July
Lithuania..| 6
Norway. ..

Hungary...| 44
314

N
N

N
05 0
BN

Colombia . .
Czechoslo-

wvakia__..
Danzig_ ...
Denmark .. .
England._ ..
Estonia._._
Finland____
France. ...
Germany . .

o™ e
2

oy
N

Poland....| 5 Oct.
Portugal... Dec.
Rumania..| 6 Apr.
South Africa Feb.
Oct.
Dec.
Jan. 22 1931

W

BN

WNNWOISRWHE oo
W IO

Holland . . _ Switzerland

Foreign Money Rates

N LONDON open market discounts for short bills
on Friday were 13-16@749%, as against 749, on
Friday of last week, and 749 for three months’ bills,
as against 749, on Friday of last week. Money on
call in London yesterday was 3/9%,. At Paris the
open market rate remains at 2149, and in Switzer-
land at 1149.

Bank of England Statement

HE Bank of England statement for the week
ended July 18 shows a gainfof £23,665 in gold
holdings, bringing the total holdings up to £192,-
178,567; last year the totalfwas]£190,980,652. As
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this gain in gold was attended by a contraction of
£737,000 in note circulation, reserves rose £761,000.
Public deposits increased £3,211,000, while other
deposits fell off £772,815. The latter consists of
bankers’ accounts and other accounts which decreased
£403,816 and £368,999 respectively. The reserve
ratio is now at 44.539, in comparison with 44.749),
a week ago and 43.199, last year. Loans on govern-
ment securities rose £540,000 and other securities
£1,157,342. Other securities include discounts and
advances which decreased £369,444 and securities
which increased £1,526,786. The rate of discount
remains at 2%,. Below we show a comparison of the
different items for five years:
BANK OF ENGLAND'S COMPARATIVE STATEMENT.
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now at 2.29,, compared with 8.99, last year and
23.59, the previous year. Notes in circulation
record a contraction of 36,173,000 marks, bringing
the total of the item down to 3,595,717,000 marks.
A year ago circulation aggregated 3,338,409,000
marks and the year before 3,796,300,000 marks.
Silver and other coin, notes on other German banks,
investments and other daily maturing obligations
register increases of 21,629,000 marks, 3,248,000
marks, 7,147,000 marks and 48,033,000 marks
respectively. Below we show the figures and com-
parisons for three years:
REICHSBANK'S COMPARATIVE STATEMENT.

Changes

Jor Week. July 14 1934.|July 15 1933. |July 15 1932.

July 23
1930.

July 18
1934.

July 22
1931.

July 19
1933.

July 20

£

383,889,000
-| 20,644,000
132,690,912
96,881,478
35,809,434
83,187,071| 8¢
19,947,007 25,309,013 5,295| 39

7,462,713 11,246,485) 14,307.07¢

Secudities. . ..___| 12,484,294 14,062,528| 26,008,216 §
Reserve notes & coin| 68,290,000 73,606,193| 46,663,453| 52,946 336| 50,896,217
Coln and bullion._ . _|192,178,567(190,980,652|137,422.347|150,044,584/155,033,899
Proportion of reserve

to liabilities 49.39, 44.899,
Bankrate_..__....... 3%9% 3%

Cireculation
Public deposit:
Other deposits
Bankers® accounts._
Other accounts. ..
Governm't securities
Other securities
Disct. & advances.

£
591365,758,894/356,098,249
1 16,373,298
92,043,628
60,179,250
32,764,378

04,159,3 p
57,204,568 36,206 939
51,355,547

590,963 230,765| 34,375,906

075,446

7,098,770, i 341

31,976,676 102,394
6

44.53%,
2%

43.19%
2%

34.53%
29,

Bank of France Statement

HE Bank of France statement for the week ended
July 13 reveals another increase in gold hold-

ings, the advance this time being 85,298,581 francs.
The total of gold is now at 79,738,354,272 francs,
in comparison with 81,549,342 441 francs a year ago
and 82,407,812,725 francs two years ago. French
commercial bills discounted and advances against
securities register decreases of 27,000,000 francs and
32,000,000 francs, while creditor current accounts
show an increase of 321,000,000 franes. The pro-
portion of gold on hand to sight liabilities stands now
at 79.729%,, compared with 78.489, last year and
76.319%, the previous year. Notes in circulation
record a contraction of 410,000,000 francs, bringing
the total of notes outstanding down to 81,481,928,895
francs. Circulation a year ago aggregated 83,216,-
432,490 francs and the year before 81,546,994,825
francs. The items of credit balances abroad and
bills bought abroad remain unchanged. Below we
furnish a comparison of the various items for three

years:
BANK OF FRANCE'S COMPARATIVE STATEMENT.

Changes

Jor Weck. July 13 1934. | July 14 1933. | July 15 1932.

Francs.
82,407,812,725
4,458,052,465

2,830,470,653

Francs. Francs. Franc:
-+ 85,208,581|79,738,354,272

No change 14,337,935

—27,000,000| 3,835,977,201
No change 1,141,800,551| 1,403,387,602| 1,843,583.229
—32,000,000| 3,123,088,505| 2,689,730,456| 2,794 447,197
—410,000,000/81,481,928,895(83,216,432,490|81,546,994,825
-+ 321,000,000(18,543,889,534/20,700,644,131/26,448,836,601

Proport'n of gold on

hand to sight liab. +0.16% 79.72% 78.48% 76.31%,
a Includes bills purchased in France. b Includes bills discounted abroad.

Gold holdings
Credit bals. abr'd. .
a French commercial
bills discounted. .
b Bills bought abr'd
Adyv. agt. securs__._
Note circulation. . __
Cred, curr. acets. ..

3,063,515,258

Bank of Germany Statement

HE Reichsbank’s statement for the second
quarter of July reveals an increase in gold and
bullion (the first since Feb. 28) of 2,049,000 marks.
The Bank’s gold holdings are now at 72,171,000
marks, in comparison with 218,212,000 marks a yeac
ago and 754,109,000 marks two years ago. A de-
crease appears in reserve in foreign currency of
1,259,000 marks, in bills of exchange and checks of
1,891,000 marks, in advances of 12,226,000 marks,
in other assets of 8,869,000 marks and in other
liabilities of 2,032,000 marks. The proportion of
gold and foreign currency to note circulation stands

Retchsmarks.
+ 2,049,000 72,171,000
No change 17,916,000
—1,259,000 5,591,000
—1,891,000(3,325,670,000(3,
421,629,000, 239,80
-+ 3,248,000 12, i
—12,226,000 30,613,000
-+ 7,147,000 701,542,000 365 220,000
—8,869,000, 570,952,000 764,561,000

—36,173,000,3,595,717,000(3,338,409,000(3,796,300,000
+48,033,000| 605,615,000, 357,003,000( 338,621,000
—2,032,000| 163,451,000/ 180,791,000 712,993,000

+0.1% 2.2%

Reichsmarks.
218,212,000
17,647,000
80

Retchsmarks. Reichsmarks.
754,109,000
47,069,000
137,549,000
,986,854,000
252,653,000

8,688,000

145,706,000

Assets—
Gold and bullion
Of which depos. abroad
Reserve in foreign curr.
Bills of exch. and checks
Silver and other coin___
Notes on other Ger.bks.
Advances
Investments.
Other assets
Liabilities—
Notes in cireulation. ___
Other daily matur.obliz.
Other liabilities_ _
Propor' of gold & n
curr. to note circul’'n.

8.9% 23.5%

New York Money Market

INDICATIONS of any change in conditions in the

New York money market were entirely lacking
this week. The phenomenal ease of previous weeks
was continued. If anything, it was slightly ac-
centuated because of the relatively large Treasury
deposits of gold certificates with the Reserve System
and use of Treasury funds held by the Reserve banks
in preference to war loan deposits with member banks.
The excess reserves of members banks with the
Reserve System are now computed at more than $1,-
850,000,000, which is a new record. The Treasury
sold last Monday another issue of $75,000,000 dis-
count, bills due in 182 days, and the average discount
was again 0.079,, this having been the average also
on the several preceding issues. Call loans on the
New York Stock Exchange held at 19, for all transac-
tions, whether renewals or new loans. In the un-
official street market call loans were reported done
every day at 349,. Time loans remained at their
range of 3/@19%. The brokers’ loan total dropped
$28,000,000 in the week to Wednesday night, ac-
cording to the usual tabulation of the Federal Re-
serve Bank of New York. The aggregate is now
$1,031,000,000.

New York Money Rates

EALING in detail with call loan vates on the
Stock Exchange from day to day, 19, remained
the ruling quotation all through the week for both
new loans and renewals. There has been no change
in the time money situation this week, no trans-
actions having been reported. Rates are nominal at
3 @19 for two to five months, and 1@114% for six
months. The market for prime commercial paper
has been very brisk this week. Paper has been
abundant and has been turned over very rapidly.
Rates are 3{9, for extra choice names running from
four to six months and 19, for names less known.

Bankers’ Acceptances

THE market for prime bankers’ acceptances has
been fairly active this week. More bills have
been available and there has been a moderate im-
provement in inquiries. Rates are unchanged.
Quotations of the American Acceptance Council for
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bills up to and including 90 days are 149 bid and
3-169, asked; for four months, 349, bid and 49
asked; for five and six months, 149 bid and 349%
asked. The bill buying rate of the New York Reserve
Bank is 159 for bills running from 1 to 90 days, and
proportionately higher for longer maturities. The
Federal Reserve banks’ holdings of acceptances
remain unchanged at $5,259,000. Their holdings of
acceptances for foreign correspondents, however,
decreased from $1,401,000 to $1,394,000. 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 14 3% 3% 3¢ 3% %

——60 Days: ——30 Days—
Bid.  Asked. Bid. Asked. Bid.  Asked.
X e b4 e 1 L0

FOR DELIVERY WITHIN THIRTY DAYS.
Eligible member banks. ..
Eligible non-member banks.

Prime eligible bills

--%% bid
--%% bid

Discount Rates of the Federal Reserve Banks

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

Rate in
Effect on
July 20.

Federal Reserve Bank. Previous

Date
Established. Rate.
Feb. 8 1934

Nov.
Feb.
Feb.
Fe

WK
4
N

Oct.
Feb.
Mar.
Feb.
Feb.
Feb.

BRI =D
RN
MWW wn

PN I W W

16 1934

Course of Sterling Exchange

ST CRLING exchange is extremely dull and fluctua-
tions are within narrow limits, varying little

from last week. The quotations are apparently
influenced more by transactions on the other side
than by the New York-London market. Toward
the end of the week sterling began to display a slightly
firmer undertone, with some increase in activity on
this side. Sterling continued to show weakness in
terms of francs, which has been apparent for a month
or more, but on Thursday there was a marked
recovery in the London check rate on Paris. The
bankers rveport that there is at present no evidence
of market activity by the British Exchange Equali-
zation Fund. The range this week has been between
$5.03 11-16 and $5.045¢ for bankers’ sight bills,
compared with a range of between $5.0315 and
$5.04)4 last week. The range for cable transfers has
been between $5.0334 and $5.0434, compared with
a range of between $5.0354 and $5.045% 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 CHECK RATE ON PARIS.

Saturday, July 14 76.375 | Wednesday, July 18
Monday, July 16 76.357 | Thursday, July 19
Tuesday, July 17 76.326 | Friday, July 20

LONDON OPEN MARKET GOLD PRICE.
Saturday, July 14 138s, Wednesday, July 18  137s. 11d.
Monday, July 16 137s. 11'4d. | Thursday, July 19 __137s. 10d.
Tuesday, July 17 137s. 11d. Friday, July 20 --137s. 1024d.

PRICE PAID FOR GOLD BY THE UNITED STATES (FEDERAL
RESERVE BANK).
35.00 | Wednesday, July 18
-.35.00 I Thursday,
35.00 | Friday,

Saturday, July 14
Monday, July 16..__

Tuesday, July 17 July 20
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The foreign exchange market this week was ex-
ceptionally free from rumors of any kind affecting
the major units and speculative tinkering is noticeably
absent. Last week, it will be recalled, speculative
interests tried to make much of the fact that Governor
Harrison of the New York Federal Reserve Bank and
Montagu Norman, Governor of the Bank of England,
had had frequent meetings in Europe, which might
possibly lead to plans for stabilization of the dollar
and the pound. A lengthy cabled blast of protest
to Governor Harrison by Senator Thomas of Okla-
homa, leader of the unsound money forces on this
side, caused a ripple of nervousness in the European
centers, but no aggressive action resulted and Euro-
pean speculators at least are apparently well satisfied
that there can be no stabilization or change in cur-
rency plans either here or in London for some time.
As regards sterling, the British Government has
never more clearly stated its opposition to im-
mediate stabilization as in some of its recent declara-
tions.

According to the British Government’s attitude, as
visualized by the Chancellor of the Exchequer, Mr.
Chamberlain, stabilization of the pound awaits the
outcome of events which cannot possibly take place
for years to come. Mr. Chamberlain, it appears,
does contemplate the ultimate return to the gold
standard after some form of international agreement
has been reached. The conditions which he laid
down seemed to put the event off until a remote and
indefinite future. One of the conditions is that there
must be a rise in commodity prices which will bring
prices and costs more nearly into equilibrium, but thus
far the depreciation of nearly 409, in the gold value
of the pound has brought a price advance of only 5%,
to 89;. Another condition is final settlement of the
war debts. This requirement alone would defer the
possibility of stabilization for several years. The
Chancellor said that before a veturn to gold “there
must be a removal or lowering of the barriers and
obstacles to international trade.” This is another
source of possibly indefinite postponement.

The fact of the matter, as shown by the history of
the gold standard, is that when Great Britain does
return to gold, the action will be sudden and without
consultation with other powers. Whether the action
1s near or remote, it will be managed in such a way
as to afford no opportunity for profit to speculative
interests. Meanwhile, it is a rather startling circum-
stance that the British gold holdings bave been
around £192,000,000 for nearly a year without any
attempt to increase the amount. This is more gold
than England would require to effect a return to the
gold standard as it existed prior to the world war or
as it was maintained for the few years preceding gold
suspension in September 1931. Many bankers feel
that there is something of a mystery in these large
gold holdings of the Bank of England. That they
are large for the purpose of maintaining the gold
standard is best realized from consideration of the
fact that Lord Cunliffe’s committee recommended
shortly before the gold suspension that a minimum
of £150,000,000 be maintained.

It is also anyone’s guess as to whether when Great
Britain returns to gold the former valuation will be
retained or a lower one substituted. The United
Kingdom has never heretofore been influenced by the
monetary policies of other nations. At present the
gold holdings of the Bank of England are reckoned in
pounds of 20 shillings, or 240 pence, representing
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7.9881 grams of gold 0.916 2-3 fine (7.3224 grams of
fine gold) and at the par value of $4.866563523
United States currency (old dollar parity). Despite
the fact that gold in the London open market is now
figured at around 138 shillings per ounce, the gold
of the Bank of England which appears in the weekly
statement is reckoned on its statutory basis of 84
shillings 9 pence per fine ounce. Should Great
Britain at any time decide to devalue at around the
present 409, depreciation of the paper pound, there
would of course be a corresponding aceretion to the
gold holdings of the Bank of England. It seems to
many close observers highly improbable that Great
Breitain will in any calculable future period change the
Bank of England’s statutory price for gold, but will
await the turn of normal economic events to the point
where the open market price more nearly approaches
the statutory price of 84 shillings and 9 pence per

fine ounce.
Money continues in great abundance in Lombard

Street and there is a vast quantity of foreign funds
on deposit in the British banks attracted to London
as the safest place for refuge. Money rates continue
practically unchanged from day to day as they have
been for the past two years. Call money against
bills is in supply at 34%. Two-months’ bills are
13-16% to 749, three-months’ bills are 7%, four-
months’ bills 15-16%,and 6-months’ bills 1149,. The
greater part of the gold disposed of in the London
open market this week appears to have been taken
for American account, though some was taken for
European interests under the guise “unknown desti-
tion.” On Saturday £75,000 and on Monday £286,-
000 were taken for unknown destinations. The tak-
ings for the rest of the week are believed to have been
for American account. On Tuesday £265,000, on
Wednesday £154,000, on Thursday £539,000, and
on Friday £212,000 were so taken.

On Monday the Bank of England bought £2,746
in gold bars. The Bank of England statement for
July 18 shows an increase in gold holdings of £23,665,
the total standing at £192,178,567, which compares
with £190,980,652 a year ago, and with the minimum
of £150,000,000 recommended by the Cunliffe com-
mittee. At the Port of New York the gold move-
ment for the week ended July 18, as reported by the
Federal Reserve Bank of New York, consisted of
imports of $8,725,000, of which $3,429,000 came from
England, $3,365,000 from Canada, $1,379,000 from
India, $495,000 from France, $52,000 from Jamaica,
and $5,000 from Guatemala. There were no gold
exports. The Reserve Bank reported a decrease of
$1,045,000 in gold earmarked for foreign account.
In tabular form the gold movement at the Port of
New York for the week ended July 18, as reported
by the Federal Reserve Bank of New York, was as
follows:

GOLD MOVEMENT AT NEW YORK,

Imports.
,429,000 from England
3,365,000 from Canada
,37
4

JULY 12-JJULY 18, INCL.
Ezports.

3

9,000 from India None

95,000 from France

52,000 from Jamaica
5,000 from Guatemala

$8,725,000 total I
Net Change in Gold Earmarked for Foreign Account.
Decrease: $1,045,000.

We have been notified that approximately $311,000 of gold was received
from China at San Francisco.

The above figures are for the week ended Wednes-
day evening. On Thursday there were no imports or
exports of gold or change in gold held earmarked for
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foreign account. On Friday $59,900 of gold was
received from Jamaica. There were no exports of
gold or change in gold held earmarked for foreign
account.

Canadian exchange continues firm and at a slight
premium in terms of the United States dollar. On
Saturday last, Montreal funds were at a premium of
from 1 1-169%, to 1 3-329%,, on Monday at 114%, to
13-169,, on Tuesday at 13-329, to 13-169%,, on
Wednesday at 1149% to 15-329,, on Thursday at
17-329, to 149 and on Friday at 11-169, to
113-329.

Referring to day-to-day rates, sterling exchange on
Saturday last was dull but steady. Bankers’ sight
was $5.0374 @ $5.04, cable transfers $5.04@$5.0414.
On Monday the undertone was firmer. The range
was $5.0374@%5.0414 for bankers’ sight and $5.04@
$5.043% for cable transfers. On Tuesday the pound
displayed an easier tone in dull trading. Bankers’
sight was $5.04@%5.0414; cable transfers $5.0414@
$5.043%5. On Wednesday the market continued dull
and easy. The range was $5.03 11-16@$5.037% for
bankers’ sight and $5.0324 @$5.04 for cable transfers.
On Thursday the market was dull and steady. The
range was $5.04 5-16@$5.0415 for bankers’ sight and
$5.0434@$5.0434 for cable transfers. On Friday
sterling was steady, the range was $5.0374@$5.0454
for bankers’ sight and $5.04@$5.0434 for cable trans-
fers. Closing quotations on Friday were $5.043% for
demand and $5.045% for cable transfers. Commer-
cial sight bills finished at 5.043¢; 60-day bills at
$5.0314; 90-day bills at $5.03; documents for payment
(60 days) at $5.031% and seven-day grain bills at
$5.0315. Cotton and grain for payment closed at
$5.0434.

Continental and Other Foreign Exchanges

XCHANGE on the Continental countries pre-
sents no new features of importance, and rates

on the whole follow the same course as last week.
The Paris market has been exceptionally quiet and in
the early part of the week the French franc was in-
clined to show firmness in terms of the dollar. Rates
moved up somewhat sharply without any exceptional
amount of business being done. This was due, it
was thought, to the movements of speculative traders
on the other side who professed to see a weakness in
the American situation owing to the labor troubles
here. However, this temporary activity subsided
and throughout the greater part of the week the
market as influenced by Paris became utterly quies-
cent. The French franc continues in an exceptionally
strong position and Paris draws down gold not only
from London but also from other centers. The
pressure of the franc against the pound seems to have
come toanend. Much of the gold now being absorbed
by the Bank of France comes from hoarded sources
and the gold arriving in Paris from London is also
ascribed to transfers of Continental hoardings which
had been acquired in the London open market and
left on deposit with the great London banks. The
Bank of France statement for the week ended July
13 shows an increase in gold holdings of 85,298,581
francs. This makes the 19th successive weekly
increase in the bank’s gold stock, bringing the ag-
gregate for the period to 5,810,154,826 francs. The
total gold holdings are now 79,738,354,272 francs,
which compares with 81,549,342 441 francs a year
ago, and with 28,935,000,000 francs in June 1928
when the unit was stabilized. The bank’s ratio is at
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the high figure of 79.729;, which compares with
78.489, a year ago and with legal requirements of
359%.

There is nothing new in the German mark situa-
tion. Various items pertaining to the Reich’s mora-
toria, the suspension of payments on the Dawes
Plan service, the move of the trustees of the Dawes
Plan to block the pledged revenues of the loan and the
reaction of the Reich to the position of the trustees
will be found in our news columns. The mark has
fluctuated rather widely this week, making a sharp
advance on Thursday, which was doubtless engi-
neered from Berlin. The quotations of the free mark
are largely nominal and governed by the views of
the Reichsbank on the foreign exchange situation.
The outlook of the mark is extremely grave. In the
European markets holders of German securities are
dumping them at sacrifice prices. For example,
developments in Germany in the last fortnight have
convinced Austrian holders of German bonds that it
is high time to rid themselves of these investments
at any price. During the past week large quantities
of German bonds were sold in Vienna at 70 groschen
a mark, though the official quotation for the free
mark was around 205. Thus Austrian holders have
appeaved satisfied to take a loss of 70%. By a recent
decree Germany refuses to accept marks for payments
due on German account. This amounts to a prac-
tical repudiation of the mark by Germany itself.

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

0ld Dollar New Dollar

Parity. Parity.
6.63

23.54

8.91

40.33

32.67

68.06

Range
This Week.

6.587% to 6.607%%
23.32 t023.43

8.57 to 8.59
38.3¢ 1039.40
32.58 to 32.68
67.64 to 67.84

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

The London check rate on Paris closed on Friday

at 76.50, against 76.38 on Friday of last week. In
New York sight bills on the French center finished
on Friday at 6.59, against 6.5934 on Friday of last
week; cable transfers at 6.591¢, against 6.597¢ and
commercial sight bills at 6.561%, against 6.57. Ant-
werp belgas closed at 23.32 for bankers’ sight bills and
at 23.33 for cable transfers, against 23.34 and 23.35.
Final quotations for Berlin marks were 39.04 for
bankers’ sight bills and 39.05 for cable transfers, in
comparison with 38.36 and 38.37. Italian lire closed
at 8.5714 for bankers’ sight bills and at 8.58 for cable
transfers, against 8.5614 and 8.57. Austrian schil-
lings closed at 18.95, against 18.95; exchange on
Czechoslovakia at 4.1514, against 4.1534; on Bucha-
rest at 1.011%, against 1.01; on Poland at 18.90,
against 18.92 and on Finland at 2.23, against 2.2814.
Greek exchange closed at 0.941% for bankers’ sight
bills and at 0.945¢ for cable transfers, against 0.94
and 0.9415.

o,
XCHANGE on the countries neutral during the
war shows much the same trend as in recent
weeks. The Scandinavian currencies fluctuate, of
course, in harmony with the pound, as these countries
are intimately allied to Great Britain by business
interests. The Swiss and Holland units are relatively
firm, though a movement is reported of Dutch funds
to this side seeking bargains in the New York security
markets. There is also a movement of funds from
Holland to Paris attracted by the new French loan.
Nevertheless funds are in great abundance in Holland
and the Amsterdam money market rates are extremely
low. The Bank of The Netherlands continues to
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add to its gold holdings. During the week ended
July 18 the Bank of The Netherlands reported an
increase of 3,000,000 guilders in gold, all of which is
believed to represent metal earmarked for its account
at the National Bank of Belgium. The statement
also shows an increase of 14,000,000 guilders in for-
eign accounts, which presumably forecasts a later
conversion of this amount into gold.

Bankers’ sight on Amsterdam finished on Friday
at 67.64, against 67.75 on Friday of last week; cable
transfers at 67.65, against 67.76, and commercial
sight bills at 67.72, against 67.73. Swiss francs closed
at 32.5914% for checks and at 32.60 for cable transfers,
against 32.59 and 32.60. Copenhagen checks
finished at 22.54 and cable transfers at 22.55, against
22.51 and 22.52. Checks on Sweden closed at 26.02
and cable transfers at 26.03, against 25.98 and
25.99; while checks on Norway finished at 25.35
and cable transfers at 25.36, against 25.31 and 25.32.
Spanish pesetas closed at 13.65 for bankers’ sight
bills and at 13.66 for cable transfers, against 13.67
and 13.68.
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—_——

XCHANGE on the South American countries is
without feature as these currencies continue
under the control of official boards and for the most
part are more closely related to the London houses
than they are to New York. American interests de-
pend largely upon the unofficial market. Rates are
of course nominal and in the unofficial market trans-
actions are subject to negotiation. The Argentine
paper peso continues to be quoted nominally around
3314 to 34, but the unofficial market this week gives
a range of from 24.40 to 24.80.

Argentine paper pesos closed on Friday nominally
at 3334 for bankers’ sight bills, against 33.60 on
Friday of last week; cable transfers at 34, against
3334. Brazilian milreis are nominally quoted 8.40
for bankers’ sight bills and 814 for cable transfers,
against 8.40 and 814. Chilean exchange is nominally
quoted 1014, against 1014. Peru is nominal at
23.26, against 23.00.

—_——

XCHANGE on the Far Eastern countries follows
much the same trends as have prevailed gen-
erally since the abandonment of the gold standard
by Great Britain in September 1931 and by Japan
in January 1932. The Far Eastern countries have
expanded their foreign trade tremendously in this
period and seem to be about the only countries in the
world which have not been adversely affected by the
depression. According to the Bank of Japan and the
Mitsubishi Economic Research Bureau the average
index number shows that the national income has
risen in 1933 to 17.99, above the 1931 average.
Bank clearings have arisen 45.29, industrial share
prices - 85.5%, and the combined index of business
activity 26.19%,. Foreign trade volume gained 58.5%.
The yen is remarkably steady as the Japanese control
endeavors to hold it in close relationship to sterling.
The Chinese units are relatively firm and steady,
following world silver prices.

Closing quotations for yen checks yesterday were
29.94, against 29.93 on Friday of last week. Hong
Kong closed at 37 15-16@38, against 38.02@38 1-16;
Shanghai at 3415, against 34 3-16@343%; Manila
at 49.90, against 49.90; Singapore at 5914, against
5934; Bombay at 37.96, against 37.94 and Calcutta
at 37.96, against 37.94.
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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,

JULY 14 1934 TO JULY 20 1934, INCLUSIVE.

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

‘July 19. | July 20.
SIS ] |
.188825%| .188825 'l .188808+* 1887 58%
.233553 | .233726 | .233538 | .233323
.012500%| .012500% .012625% .012500% .
041593 | 041615 | .041604 | .041550

.225030 | .225050 | .224981 | .225241
'.03’)“6

1022201
.065898
389271
.009467
676500
.297333*%
.085700
.253211
.188833

Country and Monetary
Unit.

July 14 | July 16. | July 17, July 18.

EUROPE— S
Austria, schilling._ . _ . | -188908*
Belgium, belga. . -| .233392
Bulgaria, lev_ . ._____ .012750%,
Czechoslovakla, krone .041548
Denmark, krone.....| .224975
England, pound

sterling_. .. ________5.033833 5. 3 |5.040083
Finland, markka..___| . Y 25 .022300
France, franc.._..... .06. .066057
Germany, reichsmark . : .383328
Greece, drachma. ____ .OO'Mh- 000477
Holland, guilder._ .__| .677592 677985
Hungary, pengo.....| .207333* ‘ .297000%
Italy, Ura_ . ____... .085735 | .085827 085841
Norway, krone .253100‘ 253183 | .253208 | . £
Poland, zloty .. ... J88925 | 189175 | (189200 | .18¢
Portugal, escudo 046095 | 046155 | .046225 | .046157 ‘
Rumania, leu.. | .010050 | .010068 | .010056 | .010050 | .010037
Spaln, peseta .136735 | .136821 | .136907 | .136778 | .136617
Sweden, krona. 259762 | .259900 | .259837 | .259763 | .260025 | 25982
Switzerland, fr: 325971 | 326239 | .326507 | .326092 | .325907 | .3:
Yugoslavia, dinar.._.| .022700 | .022833 | .022833 | .022833 | .022816 1022850

ASIA—

China—

Chetfoo (yuan) dol'r

Hankow (yuan) dol'r

Shanghia(yuan)dol'r

Tientsin (yuan) dol'r .339166

Hongkong, dollar. .| .376562

.| 378725 782
298600 208450 ‘ 29‘3360 | .298490 | .298400
.590000 | .590000 | .590000 | .590312 | .590000
AUSTRALASIA— ‘

|
Australia, pound 4.012500*4,017500*%4.017500* 4.010000*4.018333* 4.015833*
New Zealand, pound. -l 028333‘4 027500* 4.027916% 4, 020000‘ 4.028333* 4.025833*

AFRICA— |
South Arrlcs. pound.. 4 980000'4 ')8062"‘4 979687* 4. 977000“4 0985625*4.982812+

NORTH AMER.— \ |
1.010260 11.011197 |1.010625 |1.010598 (1.011875 |1.012734
peso 999687 | 999187 | 999150 | 999550 | 999150 | 999150
Mexico, peso (silver)_| 277500 | 277500 | :277500 | :277500 | .277500 | .277500
Newtoundland, dollar1.007750 (1.008500 (1.008125 (1.008062 1.009250 1010312
.335066+

SOUTH AMER.—
Argentina, peso ; .336000% .336000% .335866*| .336233+

1084000%| 084000 | .084000%( .084014% .084016%
.102625% |102625% .102625%| .102625° .102625%
801000 .802750* .802250% .801250% .801250*
.560200%| .558700* .558700% .558700% .558700%

$
188758+

5.036958 5‘01'31 5 |
.022279 | .022300
066001
384457
009456
677564 | .
.206900% .2¢
.085780 | .08:

5 253427

.189033

.046120

: 67 18() 5
.206833%

.339166
339166
338750
.339166
.375625
379070

.338750 | .330166 |
.338750 | .339166
| .338437 |
.339166
.375833
.378145

.330166 |
.339166 |
338750 |

341250
.341250
.340000
341250
374687
378415

.339166
.339062

Japan, yen......

\

|

|

|

|

339166 |
Singapore (3. 8.) dol'r LE

Colombla, peso .558700%

* Nonimal rates: firm rates not available.

Gold Bullion in European Banks

HE following table indicates the amount of gold

bullion in the principal European banks as of

July 19 1934, together with comparisons as of the
corresponding dates in the previous four years:

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

£

155,033,899
359,296,669
123,447,000
98,866,000
56,323,000
34,510,000
34,340,000
23,156,000
13,486,000
9,567,000
8,142,000

£

150,044,584
453,172,654
68,304,600
90,933,000
57,678,000
41,451,000
41,113,000
29,496,000
13,261,000
9,546,000
8,130,000

£

190,980,652
652,378,739
9,928,350
90,383,000
72,645,000
652,062,000
76,573,000
61,459,000
11,997,000
7,397,000
6, 577 000 6,569,000

Total week.|1,231,564,151(1,242,372,741(1,255,269,798| 963,189,838 9]6.1')7.56—8
Prev. week.!1,230,580,847'1,238,321,497/1,251,041,662'  980,699,357| 915,314,905

a These are the gold holdings of the Bank of France as reported in the new form
of statement. b Gold holdings of the Bank of Germany are exclusive of gold held
abroad, the amount of which the present year £895,800

Traffic Through Panama Canal 63§ Mil-
lion Tons For Year 1932-1933

Intercoastal traffic through the Panama Canal
for the fiscal year 1933 totaled 6,426,608 long tons.
This was 206,376 tons under the intercoastal traffic
which moved through the Canal during the previous
year, and 4,063,456 tons below the movement for the
year 1930. The decline of 206,376 tons under the
1932 traffic was accounted for primarily by re-
duced shipments of three important commodities in
the Pacific to Atlantic movement, i.e., lumber, ni-
trates and iron ore.

The following table shows the intercoastal move-
ment through the canal for the years ended June 30
1927-1933 :

£
192,178,567
637,906,834

England . .
Francea_ ..
Germany b
Spain

ItAly: neeta
Netherlands
Nat. Belg'm
Switzerland
Sweden..._
Denmark - -
Norway . -

£

137,422,347

652,262,50
33,347,950
90,233,000
61,221,000
84,105,000
73,314,000
89,155,000
11,445,000
7,440,000
8,324,000
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INTERCOASTAL TRAFFIC THROUGH THE PANAMA CANAL (Long Tons).
(Fiscal Years 1927 to 1933 Inclusive.)

Azlrmllc to Pﬂctjtr Pacific to Atlantic.
2,638,78 7,921,719
7,657,300
6,992,632
7 1,328,534
,624
4,705,932
4,831,521

Total.
10,560,505
10,233,699
10,176,773
10,490,064

8,805,375
6,622,084
1932-33. 6,426,608

Statistics of commodities passing through the
Canal are not precise because it is not required that
complete manifests of cargoes carried by vessels be
submitted at the Canal. In lien of a manifest, the
master of each vessel is required to file a “cargo
declaration,” which is a briefly itemized statement
listing the principal items of cargo carried, and
showing their ports or countries of origin and des-
tination. These cargo declarations are the basis of
the commodity statistics. There is a natural tend-
ency not to list small miscellaneous shipments but
to include them under the head of “general cargo”;
not infrequently no other classification is made of
the entire cargoes carried by vessels. Hence, except
in the case of commodities commonly shipped in
bulk, such as mineral oils carried in tank ships,
wheat, lumber, nitrates, ete., shipments of various
goods are likely to be in excess of the aggregate
tonnage reported during the year and shown in the
annual summary. Subject to errors arising from
this source, the tonnage of the principal commodi-
ties shipped through the Canal during the past four
years is shown in the following table:

Fiscal Years—
27

-2,576,399
3,184,141
161,530
379,751 6,425
17,052
595,087

COMMODITY MOVEMENT—ATLANTIC TO PACIFIC (Long Tons),

———Fiscal Year Fndc(l June 30———
Commodity— 1()30 1 31. 1932,
Manufactures, iron and steel 781,494

Cotton, raw

Tinplate.
Canned goods (fish, fruit, vegetables). ...
Coal and coke

Chemicals .
Machinery

Automobiles (ex
Asphalt and tar_
Glass and glassw:

Automobile aceessol
Ammonium compounds -
Metals, varlous

9,475,725 6,680,429 5,635,358 4,511,889

COMMODITY MOVEMENT—PACIFIC TO ATLANTIC (Long Tons).

Fiscal Year Ended June 30—
1931. 1932, 1933.
3,116,844 3,506,356
l,790.530 2.308.892
1,208,830 1,667,496
2,129,787 1,540,483
787,736 865,716
472,560

376,306
340,851 314,061
256,563 285,523
153,206

209,890
811,522

123,964
248,874
125,228
147,541
172,526
116,103

Commodity—
Mineml olls

Canned goods (fish, frult, &e.)
Metals, various

Frult, dried

Frun. fresh .

good products in cold storage.

Wood pulp.
B

4,267
1,000,211 826, 753 849,789
20,554,507 18,402,371 14,172,640 13,665,839
a Principally iron in 1930, 1931 and 1932.

As will be noted from the preceding table, practi-
cally all of the commodities routed from the Atlantic
to the Pacific during 1933 decreased in comparison
with the previous year, only five exceptions occuring
among the commodities listed in the table. These
five increases were in the movement of scrap metal,
paper, corn, tobacco, and glass and glassware.
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Twenty-three of the commodities listed in the Aft-
lantic to Pacific movement were lower in 1933 than
in any of the other three years shown.

As in previous years, cargo from the Pacific to
Atlantic greatly exceeded that moving in the op-
posite direction. In 1933 the cargo from the Pacific
was more than three times that from the Atlantic.

There were four items of cargo in the past year
exceeding a million tons each, as follows: Mineral
oils, wheat, sugar and lumber. In 1930 there were
six items in the million-ton class, which included the
aforementioned except sugar.

Manufactured goods, including iron, steel, cotton
and mineral oils, constituted the largest classifica-
tion of the movement from the Atlantic to the
Pacific, accounting for 36% of the cargo in compari-
son with 33% in 1930. The major decreases were in
the trade between the United States and the west
coast of South America which declined 70%, and in
the trade between Europe and South America which
decreased more than 129%.

Raw cotton from the Atlantic totaled 432,043 tons
in 1933, a decrease of 315,453 tons, or 42%, in com-
parison with the previous year. The most marked
decrease was in the shipment of slag which fell off
23,167 tons, or approximately 60%. Phosphates, the
larger portion of which is shipped to the Far East
from the United States, declined 85,181 tons, or 35%
in comparison with the previous fiscal year.

Manufactures of iron and steel, with 502,503 tons,
decreased 278,991 tons, or 35% under the previous
fiscal year. Of these total shipments, 2,858,746 tons
were reported as en route from Europe to Canada.
The increase over this route in comparison with
1932 was 679,030 tons, or 24%.

Pacific to Atlantic.

Since the beginning of shipments of mineral oils
on a large scale from California fields in the fiscal
year 1923, this product has been the leading com-
modity shipped from the Pacific to the Atlantic. It
reached its high point in 1924 with 9,721,446 tons,
and in 1926 it was slightly lower, with 5,930,716
tons. The year 1927 saw an increase to 7,143,165
tons, followed by decreases through succeeding
years to 1933. In 1932 shipments of mineral oils
aggregated 3,116,884 tons, the lowest since 1927.
In comparison with 1932 the past year’s mineral oil
tonnage from Pacific to Atlantic increased 389,472
tons, or 13%.

Wheat, with 2,368,892 tons in 1933, ranked as the
second largest commodity. It has held second place
since 1931, when it dropped to third place in favor
of lumber. In comparison with 1932, the shipments
of wheat increased 578,362 tons, or 24%. Over 65%
of the lumber shipments during the year were in
the United States intercoastal trade.

Ores, principally iron ore, which occupied fourth
place in 1931, dropped to eighteenth place in 1933.
The major portion of these ore shipments are from
Chile to the United States. They reached their peak
in 1930 with a total of 2,229,470 tons.

Nitrate shipment from the Pacific to the Atlantic,
practically all of which originated in Chile, totaled
186,783 tons in 1933, compared with 811,922 tons in
1932, and 1,910,793 tons in 1930. Approximately
669% of the shipments of this commodity go to
Burope, while the United States absorbs about 22%.

Shipments of sugar which have been increasing
steadily since 1930 increased 368,666 tons, or 229
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over 1932. These increases occurred principally in
five trades as follows: United States intercoastal,
South America to Europe, Australia to Europe,
Philippine Islands to the United States, and Hawai-
ian Islands to the United States. More than 50%
of the sugar tonnage routed from the Pacific to the
Atlantic through the Panama Canal in 1933 was
from the Philippine Islands to the United States;
about 209 from South America to Europe; 10% in
the United States intercoastal trade; 109% from the
Hawaiian Islands to the United States, and more
than 5% from Australia to Europe.

Considered as a whole, the commercial traffic
through the Panama Canal during 1933 was less
than in any of the preceding ten years, or since 1923.
The years 1929 and 1930 represent peak years so far
in the history of the ‘Canal. Commercial traffic
figures for each fiscal year since the Canal was
opened to navigation are shown in the following
table:

Fiscal Year Ended
June 30—

Panama Canal Net Tonnage
(Long Tons).
3,792,572

2'306 163

Tons of Cargo
(Long Tons).
4,888,454
3,094,114
7,058,563
7,532,031
6,916,621
9,374,499
11,599,214
10,884,910
19,567,875
26,994,710
23,958,836
26,037,448
27,748,215
29,630,709
30,663,006
30,030,232
25,082,237
19,807,998
18,177,728

338,194,437 339,047,963
b Canal closed to traffic approximately

11,417,459
18,605,786
26,148,878
22,855,151
24,774,591
26,227,815
29,458
7

a Canal opened to traffic Aug. 15 1914.
seven months of fiscal year by slides.

Some Plain Lessons from the San Fran-
cisco Strike

A review of the circumstances which have at-
tended the strike at San Francisco suggests certain
questions. How does it happen that, with the Ad-
ministration bending all its efforts for more than
sixteen months to stem the depression tide and bring
about business recovery, and with an elaborate Fed-
eral machinery for adjusting by good offices or
arbitration such labor differences as might arise, a
strike of such large and serious proportions could
nevertheless be launched? Had the labor unions
good reason for thinking that a strike would redress
their grievances, whatever those grievances were,
and has their confidence been justified? Was it
necessary or desirable for the Federal Government
to use its machinery of intervention, and have events
commended either the principle of such intervention
or the methods that have been employed? Where,
finally, does the strike leave organized labor as a
factor in industry and business, and what assurance
is there that the kind of thing that has been going
on in and about San Francisco may not be repeated,
with a greater or less degree of gravity, in other in-
dustrial and business centers or situations?

The San Francisco strike is, of course, only one,
albeit the most violent, of a long succession of labor
outbreaks which for months have been spreading
like an epidemic throughout the country. Only in
its generalized phase, moreover, is it a sudden phe-
nomenon ; the longshoremen’s strike, the core of the
disturbance, had been in active progress for two
months before the movement became general. The
particular grievance of the longshoremen in the
matter of hiring is important locally, and, like most
such grievances, has two sides each of which is

pitized for FRASER
p://fraser.stlouisfed.org/




334 Financial

entitled to be weighed, but it has no special signifi-
cance for the general labor situation. What is ap-
parent, not merely at San Francisco but elsewhere
where strikes have been or are in progress, is that
the elaborate structure of industrial and business
codes which the National Recovery Administration
has built up, with its prescription of maximum
working hours, minimum wages and regulated work-
ing conditions, has not satisfied organized labor, and
that the rank and file of union membership is still
willing, on occasion, to support its feaders in resort-
ing to strikes and plunging whole communities into
disorder in the hope of thereby wresting from em-
ployers further concessions in wages or other mat-
ters.

Much has been written, and still more has been
said, in defense of the famous Section 7(a) of the Na-
tional Industrial Recovery Act. The purpose in
guaranteeing to labor a right of collective bargain-
ing was undoubtedly to enable the workers to ob-
tain, by united action, more uniform and favorable
agreements regarding wages and other working con-
ditions than they could be expected to obtain by act-
ing individually. It has become increasingly evi-
dent, however, that the gnarantee has also greatly
enhanced the power of organized labor and its offi-
cial leaders for aggression and obstruction, and
thereby has invited conflict where the ostensible ob-
ject was peace. There is no reason why precisely
this result should not have followed, but its develop-
ment has been powerfully aided by the attitude of
the Administration toward labor organizations and
by the policy of organized labor itself. The National
Industrial Recovery Act had hardly been signed
when the American Federation of Labor launched a
campaign against company unions and announced
its purpose to create a situation in which there would
be no room for any other kind of union than that
which the Federation represents; almost every im-
portant Federal official who has had to do with the
enforcement of the labor provisions of the National
Industrial Recovery Act has been known to be
friendly, in principle at least, to the labor organiza-
tion policies for which the Federation stands, and
the President of the Federation, William Green,
has from the first been a member of the inner labor
council.

The anomalies of the situation are intensified by
the existence, in a good many organized crafts, of an
extreme radical element which has none of the real
interests of labor at heart but whose chief aim is
revolution, and which is ready at any time to break
an agreement and resort to violence. To what ex-
tent the San Francisco strike was due to Com-
munists seems to be uncertain, but the lawless agi-
tators in the union ranks there appear clearly to
have obtained for a time the upper hand and defied
the union leaders to control them. Most unions, es-
pecially those representing highly skilled trades,
keep their agreements, however hard the bargains
they may force employers to make, but the presence
of agitators bent upon disturbance is a menace to
every union wherever such members appear, and the
existence of a Communist union in a plant represent-
ing many occupations may make any kind of col-
lective bargaining impossible.

It will be idle to expect an end of strikes until
labor unions are made legally responsible for their
acts. A situation such as obtains under the National
Industrial Recovery Act, where employers must ac-
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cept collective bargaining when the workers desire
it, but with no corresponding obligation imposed
upon the workers to abide by their agreements, is
intolerable. There are several ways in which the
needed responsibility can be assured. The most
effective way would be to require every union to be
incorporated, and subject its management, its policy
and its funds to a Government supervision and judi-
cial control similar to those to which other corpo-
rations are subject. Some measure, at least, of re-
sponsibility, it has been suggested, would be obtained
by putting the unions under a code and stipulating
the ‘“unfair practices” which are to be forbidden.
Percy C. Magnus, President of the New York Board
of Trade, has lately proposed, in a letter to President
Roosevelt apropos of the San Francisco strike, that
whoever represents employees, as well as those who
represent employers, should be required to register
with a Government agency and obtain a Federal
license. “The Government,” Mr. Magnus writes,
“should know their connections, their relation to
the labor which they represent, their background of
experience, their past history,” and “be assured that
the means to be employed in the accomplishment of
the purpose will be strictly lawful.” This proposal
would extend to labor leaders and employer spokes-
men a Government supervision similar to that which
is applied to lobbyists and to persons purporting to
represent foreign Governments. The desired end
would also be accomplished indirectly by requiring,
as some employers already do, that individual
workers as well as their representatives should sign
any collective agreement. Whatever the method,
there will be no industrial peace until the doctrine
of labor responsibility is clearly recognized.

Since the Federal Government has embarked upon
the policy of intervening in almost everything, it
was natural to expect it to intervene at San IFran-
cisco. It is not clear, however, that its actual au-
thority in such a dispute as this is very great. Sec-
tion 7(c) of the Industrial Recovery Act authorizes
the President to “prescribe a limited code of fair
competition” for a trade or industry in which such
a code has not been mutually agreed upon by em-
ployers and employees, but while there are abundant
precedents for compelling the acceptance of such a
code by the employer, there is no way by which em-
ployees can be forced to return to work if they
choose to hold out. The intervention provided for
in the recent act creating the National Labor Rela-
tions Board is limited to investigation and, if the
parties ask for it, arbitration, and the local board
which was promptly set up at San Francisco seems
to have attempted nothing more active than an in-
quiry into the causes of the strike and an effort to
induce the parties to accept its mediation. As a
matter of fact the strike, notwithstanding sensa-
tional headlines in the newspapers and alarming re-
ports of panic and impending suffering, does not ap-
pear to have passed at any time beyond the ability
of the State of California and the communities con-
cerned to safeguard their essential interests. The
calling out of the full strength of the National Guard
quickly put an end to all save sporadic disorder, and
the short-lived food blockade was summarily broken
by troops and bodies of Vigilantes.

It was wise policy for the Administration to avoid
coersive tactics in a situation in which its right to
use force was not clear, and to leave the general
strike to dwindle before the restraining power of the
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State and the influence of public opinion. A gen-
eral strike carries in itself the elements of weakness,
and unless its avowed object is political revolution
it is pretty certain to disintegrate rapidly after a
show of strength. Whatever merits a labor con-
troversy affecting a particular trade or union may
have, the controversy cannot be made general with-
out the “sympathetic” support of workers or classes
of citizens who have no primary interest in the
question at issue, and who must suffer the losses or
inconveniences of the strike with no prospect of
personal gain even if it succeeds. Even where allied
or closely related trades are drawn into the move-
ment, their divergent interests create friction among
the leaders of the strike and increase the difficulties
of settlement. The public at large is not likely to
remain quiet for long when the food supply is cut
off or seriously curtailed, customary public services
interrupted or suspended, or the safety of life or
property jeopardized. It will take many months of
steady employment for the San Francisco unionists
to make good the wages that have been lost during
the strike, and for business to recover from the heavy
losses which have been sustained. From every point
of view a general strike is likely to turn out a losing
game.

Yet for all the parties concerned the San Francisco
outhreak is a symptom and a serious warning. The
waning of the general strike has not been accompa-
nied, as l_w‘e" write, by a settlement of the longshore-
men’s dispute, nor is it certain that the acute labor
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situation at Portland will yield to good offices and
diplomacy notwithstanding the failure of a larger
movement at San Francisco. The Administration
has received a sharp reminder that the labor union-
ism which it has encouraged can not be counted upon
as a whole to co-operate in keeping industry and
business going, and the Pacific Coast unions them-
selves stand convicted of almost criminal negligence
in failing to purge their membership of dangerous
radicals bent only on agitation and violence. When
William Green, referring to the San Francisco
strike, can say that “when working people are en-
gaged in an economic life or death struggle, it does
not seem appropriate for their friends to engage in
comment which might be used against them by their
enemies,” he does not dissociate himself very con-
vincingly from the strike by announcing at the same
time that the American Federation of Labor did not
order it and does not approve it. What must be
apparent to everybody is that the Administration,
by the legislation which it has promoted and the
policies it has followed, has opened the way, no
doubt unwittingly, to just such violent assertions of
union labor demands as have been witnessed at San
Francisco during the past week. It would be a re-
lief to the country to know that the climax had at
last been reached, and that a conservative and
patriotic labor leadership, representative of the in-
telligent and constructive and not of the ignorant
and agitating sections of Anferican labor, would
henceforth be found in control of all union forces.
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ext of Act to Establish Federal Credit Union System—Would Make Available Loans
to Persons of Small Means Through System of Co-Operative Credit

With the signing by President Roosevelt on June 26 of the
bill designed to establish a Federal Credit Union System,
the new legislation was placed on the statute book. The
bill passed the Senate on May 10 and following the adoption
of the bill with amendments by the House on June 16, the
Senate on the latter date accepted the House amendments.
This was noted in our issue of June 23, page 4219, and the
approval of the bill by the President on June 28 was indicated
on page 4390, June 30. Under the Act it is proposed “to
make more available to people of small means credit for
provident purposes through a National System of Co-
operative Credit.”” At the time the bill passed the Senate
on May 10 it was stated by Senator Morris Sheppard, Demo-
crat of Texas, sponsor of the measure, that it was estimated
that the plan would add $4,000,000,000 to $6,000,000,000 a
year to the purchasing power of its beneficiaries. He said
it called for no Federal outlay. When the bill was before
the House on June 16, Representative Steagall said:

The bill was considered by a sub-committee of the Banking and Cur-
rency Committee of the Senate, and then in turn by the entire Committee
of the Senate and passed by the Senate unanimously. The bill has the
approval of, and is earnestly desired by the Administration, including
the Secretary of the Treasury and other Treasury officials.

The measure provides for a system of co-operative credit institutions
by citizens who form credit unions, not to be less than seven in number,
to be controlled by them and supervised by the Governor of the Farm
Credit Administration.

There have been organized in about 38 States of the Union and now in
existence, something like 2,500 credit unions. They have served their
members satisfactorily and successfully. During the entire period of the
depression these institutions have been able to carry on to the satisfaction
of their members without loss and without difficulty.

This system of institutions will fill a most desirable need in the creds
world of a class of people who have suffered from exorbitant and unjustifiable
interest rates.

We are advised that this class of people have been paying interest charges
of 42% plus. With a charge of that type in mind, $2,000,000,000 and
over are wrested annually from citizens of small means, involving a cur-
tailment of purchasing power of a class of society that is most in need of
elevation in the standard of living.

The organizations would be under the Governor of the FCA, who would
supervise their operations, but in the meantime the term of ownership
would be in small investors having small savings. Loans to members
would be limited to $50 for each individual unless secured either by endorse-
ment or by collateral. .

The measure represents an effort to build from the bottom. It repre-
sents an effort to help citizens solve their own economic problems and
meet their own conditions of distress out of their own resources and by
their own efforts.

Representative O’Connor, in pointing out that the credit
unions in the States are under the supervision of insurance

commissioners or some similar governmental agency, asked
why those provided for under the new law were not put under
the control of the Comptroller of the Currency. As to this
Representative Steagall said:

These institutions are not comparable in the matter of their resources
and the nature of the organization and the service they render to the insti-
tutions that are supervised by the Comptroller of the Currency. There
were various suggestions. In the Senate bill it was provided that they
should go under the Farmers' Co-operative Credit Association, but those
who were interested in framing the bill thought the best place to put it
was under the FCA for the reason that that branch of the Government
is the most experienced branch in the matter of co-oeprative credit. We
are advised that the control of these institutions is not desirable from the
standpoint of salaries and remuneration, and there was no clamor on the
part of any Governmental agency to assume responsibility for them.

It was noted in press advices from Washington June 28
that a maximum interest rate of 19 a month is provided
on the loans to be made to individuals by Federal co-operative
credit unions created under the new measure.

The text of the bill as enacted into law follows:

[S. 1639]
AN ACT
To establish a Federal Credit Union System, to establish a further market for
securities of the United States and to make more available to people of
small means credit for provident purposes through a National system
of co-operative credit, thereby helping to stabilize the credit structure
of the United States.

Be it enacted by the Senate and House of Represenlatives of the United States
of America in Congress assembled, That this Act may be cited as the ‘‘Federal
Credit Union Act."

Definitions.

Sec. 2. A Federal credit union is hereby defined as a cooperative asso-
ciation organized in accordance with the provisions of this Act for the pur-
pose of promoting thrift among its members and creating a source of credit
for provident or productive purposes. When used in this Act the term
““Administration’” means Farm Credit Administration, and the term
“Governor’' means the Governor thereof.

Federal Credit Union Organization.

Sec. 3. Any seven or more natural persons who desire to form a Federal
credit union shall subscribe before some officer competent to administer
oaths an organization certificate in duplicate which shall specifically state—

(1) The name of the association.

(2) The location of the proposed Federal credit union and the territory
in which it will operate.

(3) The names and addresses of the subscribers to the certificate and the
number of shares subscribed by each.

(4) The par value of the shares, which shall be $5 each.

(5) The proposed field of membership, specified in detail.

(6) The term of the existence of the corporation, which may be perpetual.

(7) The fact that the certificate is made to enable such persons to avail
themselves of the advantages of this Act.

Such organization certificate may also contain any provisions approved
by the Governor for the management of the business of the association and
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for the conduct of its affairs and relative to the powers of its directors,
officers, or stockholders.

Approval of Organizalion Certificate.

Sec. 4. Any such organization -certificate shall be presented to the
Governor for approval. Upon such approval the Federal credit union shall
be a body corporate and as such, subject to the limitations herein con-
tained, shall be vested with all of the powers and charged with all the
liabilities conferred and imposed by this Act upon corporations organized
hereunder. Before any organization certificate is approved an appropriate
investigation shall be made for the purpose of determining (1) whether the
organization certificate conforms to the provisions of this Act; (2) the
general character and fitness of the subscribers thereto; and (3) the economic
advisability of establishing the proposed Federal credit union. Upon
approval of such organization certificate by the Governor it shall be the
charter of the corporation and one of the originals thereof shall be delivered
to the corporation after the payment of the fee required therefor.

Fees,

Sec. 5. For the purpose of paying the costs incident to the ascertain-
ment of whether an organization certificate should be approved the sub-
cribers to any such certificate shall pay, at the time of filing théir organiza-
tion certificate, the amount prescribed by the Governor, which shall not
exceed $20 in any case; and on the approval of any organization certificate
they shall also pay a fee of $5. During December of each calendar year
each Federal credit union shall pay to the Administration a fee of not to
exceed 310, to be fixed by the Governor, for the cost of supervision: Pro-
vided, however, That no such annual fee shall be payable by such an or-
ganization for the fractional part of the first calendar year during which it is
formed. All such fees shall be deposited with the Treasurer of the United
States for the account of the Administration and may be expended by the
Governor for such administrative and other expenses incurred in carrying
out the provisions hereof as he may determine to be proper, the purpose of
such fees being to defray, as far as practicable, the administrative and
supervisory costs incident to the carrying out of this Act.

Reports and Examinations.

Sec. 6. Federal credit unions shall be under the supervision of the
Governor, and shall make such financial reports to him (at least annually)
as he may require. Each Federal credit union shall be subject to examination
by, and for this purpose shall make its books and records accessible to any
person designated by the Governor. The Governor shall fix a scale of
examination fees designed, as far as is practicable, so that in each case the
fee to be paid shall equal the expense of such examination, which fees shall
be assessed against and paid by each Federal credit union promptly after
the completion of any such examination: Provided, however, That if a
Federal credit union has assets of less than $25,000 the Governor may ac-
cept the audit report of a practicing public accountant in place of such
examination and may relieve such Federal credit union of the obligation
to pay the examination fee required by this section. Examination fees
collected under the provisions of this section shall be deposited to the credit
of the special fund created by section 5 hereof, and shall be available for
the purposes specified in said section 5.

Powers.

Sec. 7. A Federal credit union shall have succession in its corporate
name during its existence and shall have power—

(1) To make contracts.

(2) To sue and be sued.

(3) To adopt and use a common seal and alter the same at pleasure.

(4) To purchase, hold, and dispose of property necessary and incidental
to its operations.

(5) Tomakeloans with maturities not exceeding two years to its members
for provident or productive purposes upon such terms and conditions as
this Act and the by-laws provide and as the credit committee may approve,
at rates of interest not exceeding 1% per month on unpaid balances (inclu-
sive of all charges incident to making the loan): Provided, That no loans to
a director, officer, or member of a committee shall exceed the amount of his
holdings in the Federal credit union as represented by shares thereof.
No director, officer, or committee member shall endorse for borrowers. A
borrower may repay his loan, prior to maturity, in whole or in part on any
business day. .

(6) To receive from its members payments on shares.

(7) To invest its funds (a) in loans exclusively to members: (b) in obliga-
tions of the United States of America, or securities fully guaranteed as to
principal and interest thereby.

(8) To make deposits in National banks and in State banks, trust com-
panies, and mutual savings banks operating in accordance with the laws
of the State in which the Federal credit union does business.

(9) To borrow (from any source) in an aggregate amount not exeecding
50% of its paid-in and unimpaired capital and surplus: Provided, That any
Federal credit union may discount with or sell to any Federal intermediate
credit bank any eligible obligations up to the amount of its paid-in and
unimpaired capital, subject to such rules and regulations as may be pre-
scribed by the Governor,

(10) To fine members, in accordance with the by-laws, for failure to
meet promptly their obligations to the Federal credit union.

(11) To impress and enforce a lien upon the shares and dividends of any
member, to the extent of any loan made to him and any dues or fines
payable by him.

(12) To exercise such incidental powers as shall be necessary or requisite
to enable it to carry on effectively the business for which it is incorporated.
By-Laws,

Sec. 8. In order to simplify the organization of Federal credit unions
the Governor shall, upon the ‘passage of this Act, cause to be prepared a
form of organization certificate and a form of by-laws, consistent with
this Act, which shall be used by Federal credit union incorporators, and
shall be supplied to them onrequest. At the time of presenting the organiza-
tion certificate the incorporators shall also submit proposed by-laws to the
Governor for his approval.

Membership.

Sec. 9. Federal credit union membership shall consist of the incorporators
and such other persons and incorporated and unincorporated organizations,
to the extent permitted by rules and regulations prescribed by the Governor,
as may be elected to membership and as shall, each, subscribe to at least
one share of its stock and pay the initial instalment thereon and the
entraice fee; except that Federal credit union membership shall be limited
to groups having a common bond of occupation, or association, or to groups
within a well-defined neighborhood, community, or rural district.

Members' Meetings.

Sec. 10. The fiscal year of all Federal credit unions shall end Dec, 31.
The annual meeting of each Federal credit union shall be held at such time
during the month of the following January and at such place as its by-laws
shall prescribe. Special meetings may be held in the manner indicated in
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the by-laws. No member shall be entitled to vote by proxy, but a member
other than a natural person may vote through an agent designated for the
burpose. Irrespective of the number of shares held by him, no member
shall have more than one vote.
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Management.

Sec. 11. (a) The business affairs of a Federal credit union shall be
managed by a board of not less than five directors, a credit committee of not
less than three members, and a supervisory committee of three members
(a majority of whom shall not be directors) all to be elected by the members
(and from their number) at their annual meeting, and to hold office for
such terms, respectively, as the by-laws may provide. A record of the
names and addresses of the members of the board and committees and
officers shall be filed with the Administration within 10 days after their
election. No member of the board or of either committee shall, as such be
compensated.

Officers.

(b) At their first meeting after the annual meeting of the members, the
directors shall elect from their number a president, a vice-preisdent, a
clerk, and a treasurer, who shall be the executive officers of the corporation
and may be compensated for their services to such extent as the by-laws
may provide. The offices of clerk and treasurer may be held by the same
person. The duties of the officers shall be as determined by the by-laws,
except that the treasurer shall be the general manager of the corporation.
Before the treasurer shall enter upon his duties he shall give bond with
good and sufficient surety, in an amount and character to be determined
from time to time by the board of directors, conditioned upon the faithful
performance of his trust.

Directors.

(c) The board of directors shall meet at least once a month and shall
have the general direction and control of the affairs of the corporation.
Minutes of all such meetings shall be kept. Among other things they shall
act upon applications for membership; fix the amount and character of the
surety bond required of any officer having custody of funds; recommend
the declaration of dividends; fill vacancies in the board and in the credit
committee until successors elected at the next annual meeting have qualified;
have charge of investments other than loans to members; determine from
time to time the maximum number of shares that may be held by any
individual; and, subject to the limitations of this Act, determine the
interest rates on loans and the maximum amount that may be loaned with
or without security to any member.

Credit Commilttee.

(d) The credit committee shall hold such meetings as the business of
the Federal credit union may require and not less frequently than once a
month (of which meetings due notice shall be given to members of the
committee by the treasurer) to consider applications for loans. No loan
shall be made unless approved by a majority of the entire committee and
by all of the members of the committee who are present at the meeting at
which the application is considered. Applications for loans shall be made
on forms prepared by such committee, which shall set forth the purpose
for which the loan is desired, the security, if any, and such other data
as may be required. No loan in excess of $50 shall be made without
adequate security and no loan shall be made to any member in excess of
$200 or 10 per centum of the Federal credit union’s paid-in and unimpaire¢
capital and surplus, whichever is greater. For the purpose of this sub-
division an assignment of shares or the endorsement of a note shall be
deemed security.

Supervisory Commiltee.

(e) The supervisory committee shall make, at least quarterly, an ex-
amination of the affairs of the Federal credit union, including an audit
of its books; shall make an annual audit and a report to be submitted at
the annual meeting of the corporation; and, by a unanimous vote, may
suspend any officer of the corporation, or any member of the credit com-
mittee or of the board of directors until the next members’ meeting, which
said meeting, however, shall be held within seven days of said suspension
and at which meeting said suspension shall be acted upon by the members:
and, by a majority vote, may call a special meeting of the shareholders to
consider any violation of this Act, the charter, or of the by-laws, or any
practice of the corporation deemed by the committee to be unsafe or un-
authorized. The said committee shall fill vacancies in its own membership
until successors to be elected at the next annual meeting have qualified.
The supervisory committee shall cause the passbooks and accounts of the
members to be verified with the records of the treasurer from time to time
and not less frequently than once every two years.

Reserves.

Sec. 12. All entrance fees and fines provided by the by-laws and 20 per
centum of the net earnings of each year, before the declaration of any divi-
dends, shall be set aside, subject to terms and conditions specified in the
by-laws, as a reserve fund against possible bad loans,

Dividends.

Sec. 13. At the annual meeting a dividend may be declared from the
remaining net earnings on recommendation of the board of directors, which
dividend shall be paid on all paid-up shares outstanding at the end of the
preceding fiscal year. Shares which become fully paid up during such year
shall be entitled to a proportional part of said dividend calculated from the
1st day of the month following such payment in full,

Ezpulsion and Withdrawal.

Sec. 14, A member may be expelled by a two-thirds vote of the members
of a Federal credit union present at a special meeting called for the purpose,
but only after an opportunity has been given him to be heard, Withdrawal
or expulsion of a member shall not operate to relieve him from liability to
the Federal credit union. The amount to be paid a withdrawing or expelled
member by a Federal credit union shall be determined and paid in the
manner specified in the by-laws.

Minors.

Sec. 15. Shares may be issued in the name of a minor or in trust, subject
to such conditions as may be prescribed by the by-laws. The name of
the beneficiary shall be disclosed to the Federal credit union,

Certain Powers of Governor,

Sec. 16. (a) The Governor may prescribe rules and regulations for the
administration of this Act (including, but not by way of limitation, the
merger, consolidation, and (or) dissolution of corporations organized under
this Act).

(b) The Governor may suspend or revoke the charter of any Federal
credit union upon his finding that the organization is bankrupt or insolvent
or has violated any provisions of its charter, its by-laws, or of this Act, or
of any regulations issued thereunder.

(c) The Governor is hereby authorized and empowered to execute any
and all functions and perform any and all duties vested in him hereby,
through such persons as he shall designate or employ; and he may delegate
to any person or persons, including any institution operating under the
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general supervision of the Administration, the performance and discharge
of any authority, power, or function vested in him by this Act.

(d) All books and records of Federal credit unions shall be kept and
reports shall be made in accordance with forms approved by the Governor.

Fiscal Agents and Depositories.

Sec. 17. Each Federal credit union organized under this Act, when
requested by the Secretary of the Treasur, shall act as fiscal agent of the
United States and shall perform such services as the Secretary of the Treas-
ury may require in connection with the collection of taxes and other obliga-
tions due the United States and the lending, borrowing, and repayment of
money by the United States, including the issue, sale, redemption or repur-
chase of bonds, notes, Treasury certificates of indebtedness, or other obli-
gations of the United States; and vo facilitate such purposes the Governor
shall furnish to the Secretary of the Treasury from time to time the names
and addresses of all Federal credit unions with such other available informa-
tion concerning them as may be requested by the Secretary of the Treasury.
Any Federal credit union organized under this Act, when designated for
that purpose by the Secretary of the Treasury, shall be a depository of public
money, except receipts from customs, under such regulations as may be
prescribed by the Secretary of the Treasury. [
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Tazation.

Sec. 18. Nothing herein contained shall prevent the shares of stock in
any Federal credit union organized hereunder from being included in the
valuation of the personal property of the owners or holders of such shares
in assessing taxes imposed by authority of the State in which the Federal
credit union is located or shall prevent the taxation of any Federal credit
union or its property by authority of such State in the manner and not to
exceed the rate imposed upon domestic banking corporations.

Sec. 19. Not to exceed $50,000 of the fund available to the Governor
under section 4 of the Act of March 3, 1932, for expenses of administra-
tion in connection with loans made thereunder to aid in the establishment
of agricultural credit corporations, is hereby made available also for ad-
ministrative expenses in administering this Act.

Sec. 20. (a) If any provision of this Act, or the application thereof to
any person or circumstance, is held invalid, the remainder of the Act,
and the application of such provisions to other persons or circumstances,
shall not be affected thereby.

(b) The right to alter, amend, or repeal this Act, or any part thereof,
or any charter issued pursuant to the provisions of this Act, is expressly
reserved.

Approved, June 26, 1934.

Text of Kerr-Smith Tobacco Act to Control Tobacco Production Through Taxation
on Output Above Quotas

Reference has already been made in these columns to the
enactment of the Kerr-Smith Tobaceo Act, passed by Con-
gress and signed by President Roosevelt on June 28. Plans
of the Tobacco section of the Agricultural Adjustment Ad-
ministration for the administration of the Act were noted in
our July 14 issue, page 212. As we have already indicated
in these columns (June 30, page 4389) the measure is de-
signed to control tobacco production through the imposition
of punitive taxation on output in excess of quotas assigned
by the Secretary of Agriculture. ]

The Act levies an advalorem tax of 33 1-3%—unless
Secretary Wallace fixes a lower rate which may not be less
than 25%—on all tobacco produced this season by growers
not having allotments under the voluntary adjustment pro-
gram. Under the plans for the administration of the Act, to
which we gave space a week ago, the ad valorem tax is fixed
af the minimum rate of 25%. The plans also make provision
for the full tax exemption of 6% permitted under the Act
to non-contracting growers. Besides the two references
in these columns to which we here refer, we also, in our
June 23 issue, page 4214, indicated the Congressional action
on the lill. Herewith we give the text of the new Act.

[H. R. 9690]

AN ACT
To place the tobacco-growing industry on a sound financial and economic
basis, to prevent unfair competition and practices in the production and
marketing of tobacco entering into the channels of interstate and foreign
commerce and for other purposes.
Be it enacted by the Senate and House of Representatives of the United States
of America in Congress assembled,

Definitions.

Section 1. As used in this Act—

(a) The term ‘‘person’ includes an individual, a partnership, association,
Jjoint-stock company, corporation, or a firm, and imports the plural as
well as the singular, as the case demands.

(b) The term ‘‘Commissioner” means the Commissioner of Internal
Revenue.

(c) The term ‘‘collector’” means the collector of internal revenue.

(d) The term ‘“‘tobacco’ means any type or types of tobacco specified in
any agreement between the Secretary of Agriculture and a contracting
producer.

(e) The term ‘“‘sale’ means the first bona fide sale of each pound of
tobacco harvested subsequent to the enactment of this Act.

(f) The term “tax' means the tax imposed by this Act upon the sale
of tobacco.

(g) The term “contracting producer’ means any person who (pursuant
to the provisions of the Agricultural Adjustment Act) agrees in writing

© with the Secretary of Agriculcure to plant not more than the number of
acres of tobacco, and /or to market not more than the number of pounds
of tobacco, permitted in such agreement.,

(h) The term ‘‘crop year'' means the period May 1 to April 30.

(1) The term *‘Maryland tobacco™ means the kind of air-cured tobacco
classified as type 32 in the United States Department of Agriculture,
Bureau of Agricultural Economics, Service and Regulatory Announce-
ments Numbered 118,

(i) The term “‘cigar leaf tobacco’ means all leaf tobacco clisified in classes
4, 5, and 6 in the United States Department of Agriculture, Bureau of
Agricultural Economics, Service and Regulatory Announcements Num-
bered 118.

(k) The term **Virginia sun-cured tobacco™ means all sun-cured tobacco
classified as type 37 in the United States Department of Agriculture,
Bureau of Agricultural Economics, Service and Regulatory Announcements
Nunbered 118.

Declared Policy.

Sec. 2. It is hereby declared to be the policy of Congress to promote
the orderly marketing of tobacco in interstate and foreign commerce, to
enable producers of tobacco to stabilize their markets against undue and
excessive fluctuations, to prevent unfair competition and practices in put-
ting tobacco into the channels of interstate and foreign commerce, and to
more effectively balance production and consumption of tobacco, and to
relieve the present emergency with respect to tobacco.

Imposition.

Sec. 3. (a) There is hereby levied and assessed on the sale of tobacco
with respect to “'"hlch the tax is applicable a tax at the rate of 33 1-3 per
centum of the price for whiclt such tobacco is sold. Provided, however, That
if the Secretary of Agriculture determines and proclaims that the declared

policy of this Act is best effectuated thereby, the rate of tax shall, for
such period as the Secretary of Agriculture designates, be at such lower
rate (not less than 25 per centum of the price for which such tobacco is
sold) as he may prescribe.

(b) The tax provided for by subsection (a) of this section shall be applic-
able to all tobacco harvested in the crop year 1934-1935, except Maryland
tobacco, Virginia sun-cured tobacco, and cigar leaf tobacco. Thereafter
whenever the Secretary of Agriculture determines that the persons who
own, rent, share crop, or control three fourths of the land customarily
engaged in the production of any particular type of tobacco favor and levy
of the tax thereon and that the imposition of the tax thereon is necessary
for the orderly marketing of such tobacco in interstate and foreign com-
merce and to effectuate the declared policy of this Act, he shall proclaim
such determination at least sixty days prior to the next succeeding crop
year, and the tax shall thereafter apply to tobacco of such type harvested
during the crop year next following the date of such proclamation. The
tax provided for by subsection (a) of this section shall not apply to any
tobacco harvested after April 30 1936.

(c) The provisions of this Act shall be applicable to the United States
and its possessions, except the Philippine Islands, the Virgin Islands,
American Samoa, the Canal Zone, and the island of Guam.

Ezemptions.

Sec. 4. (a) No tax shall be imposed under this Act—

(1) Upon the tobacco harvested by any publicly owned experimental
station or agricultural laboratory; or
(2) Upon tobacco harvested prior to the crop year 1934-1935.

(b) Under such rules and regulations as the Commissioner, with the
approval of the Secretary of the Treasury, may prescribe, every person
who, at the time the tax becomes applicable with respect to any type of
tobacco, holds for sale (or use in the manufacture or production of an article
intended for sale) any tobacco of such type harvested prior to the crop
vear 1934-1935 shall cause such tobacco to be tagged, stamped, or other-
wise identified as tax-exempt tobacco.

Sec. 5. (a) In addition to rental or benefit payments which under any
provision of existing law the Secretary of Agriculture is authorized to make
in connection with agreements with producers providing for reduction in
the acreage or reduction in the production for market, or both, of any
basic agricultural commodity, the Secretary of Agriculture is hereby author-
ized and directed to issue (in each crop year wherein any type of tabocco is
harvested to which the tax is applicable) to each contracting producer non-
transferable tax-payment warrants (each such warrant to be expressed in
pounds of tobacco of a particular type). Upon surrender of any warrant
by any contracting producer to the collector, it shall be accepted by the
collector and the Secretary of the Treasury in payment of the tax on any
sale by such contracting producer of the type of tobacco specified in the
warrant not exceeding in amount the amount of tobacco covered by such
warrant. Any contracting producer shall be entitled to receive such war-
rants covering amounts of any type of tobacco produced by him equal (1)
to the number of pounds of tobacco of such type which such contracting
producer is permitted to market under any agreement between him and the
Secretary of Agriculture, or (2) to the number of pounds of tobacco of such
type which the Secretary of Agriculture estimates may be produced on a
percentage of a base acreage, which percentage and base acreage shall be
determined as provided in any agreement between the Secretary of Agri-
culture and such contracting producer.

(b) The Secretary of Agriculture may issue in any county further war-
rants, covering an amount of tobacco of any type not in excess of 6 per
centum of the amount of tobacco of such type covered by the warrants
issued to all contracting producers in such county, to persons engaged in
the production of tobacco of such type in such county as to whom the
Secretary determines that no equitable allotment of tobacco acreage or
production is possible under tobacco-reduction contracts offered pursuant
to the Agricultural Adjustment Act: Provided, That warrants covering
two-thirds of the amount of tobacco allotted under this subsection in any
county shall be issued to growers whose allotments are 1,500 pounds or
less. Warrants issued under this subsection shall be accepted by the col-
lector and the Secretary of the Treasury, upon surrender thereof by the
person to whom issued, in payment of the tax on any sale by such person
of the type of tobacco specified in the warrant not exceeding in amount the
amount of tobacco covered by such warrant.

(¢) Upon application therefor, the warrants provided for by subsections
(a) and (b) of this section may be issued by the Secretary of Agriculture,
or his duly authorized agent, in such manner, at such time or times, at
such place or places, and in such form as the Secretary of Agriculture may
prescribe.

(d) Any tax-payment warrant erroneously issued shall be void upon
demand in writing for its return made by the Secretary of Agriculture to
the person to whom such warrant was issued.

(e) The right to a tax-payment warrant under this section shall be evi-
denced in such manner as the Secretary of Agriculture may by regulations
prescribe.

(f) The Secretary of Agriculture may make regulations protecting the
interests of share-croppers and tenants in the issuance of tax-payment
warrants under this Act.

Collection of Tazes.

Sec. 6. (a) The taxes provided for in this Act shall be paid by the seller

and collected by the Bureau of Internal Revenue under the direction of the
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Secretary of the Treasury.
of the United States.

(b) All provisions of law, including penalties (except section 1121 of the
Revenue Act of 1926), applicable with respect to the taxes imposed by
section 600 of the Revenue Act of 1926, and the provisions of section 626
of the Revenue Act of 1932, shall, insofar as applicable and not inconsistent
with the provisions of this Act, be applicable in regard to all taxes imposed
by this Act.

Such taxes shall be paid into the Treasury

Rules and Regulations.

Sec. 7. (a) The Commissioner, with the approval of the Secretary of the
Treasury, shall prescribe such rules and regulations as he may deem need-
ful for the collection of the tax.

(b) The Secretary of Agriculture is authorized to make such rules and
regulations as may be necessary to carry out the powers vested in him by
the provisions of this Act.

Information Relurns.

Sec. 8. (a) Al producers, warehousemen, processors of tobacco, and
common carriers, having information with respect to tobacco produced or
sold, may be required to make a retura in regard thereto, setting forth the
amount of tobacco produced, sold, or delivered, the name and address of
the person who produced, sold, or delivered said tobacco, or to whom said
tobacco was sold or delivered, the price paid on such sale, and any other
and further information which the Commissioner of Internal Revenue, with
the approval of the Secretary of the Treasury shall by regulations prescribe
as necessary for the collection of the tax. Any person required to make
such return shall render a true and accurate return to the Commissioner
of Internal Revenue.

(b) Any person willfully failing or refusing to file such a return, or filing
a willfully false return, shall be guilty of a misdemeanor and, upon con-
viction thereof, shall be punished by a fine of not more than $1,000.

General and Penal Provisions.

Sec. 9. (a) No tax-payment warrant issued in accordance with this Act
may be transferred or assigned either in whole or in part, except by the
executor or other legal representative of a deceased producer to whom a
tax-payment warrant has been issued under this Act. Any person who
acquires a tax-payment warrant from another person or who transfers a
tax-payment warrant to another person in violation of the provisions of
this Act, or who violates any provision of this Act, shall be guilty of a
misdemeanor and shall upon conviction thereof, be fined not more than
$1,000 or sentenced to not more than six months’ imprisonment, or both.

(b) Any person who, with intent to defraud, forges, makes, or counter-
feits any tax-payment warrant or any stamp, tag, or other means of identi-
fication made or used under this Act, or makes any false entry upon such
warrant or any false statement in any application for the issuance of such
warrant, or who uses, sells, lends, or has in his possession any such altered,
forged, or counterfeited warrant, stamp, tag, or other means of identifica~
tion, or who makes, uses, sells, or has in his possession any material in
imitation of the material used in the manufacture of such warrrants, stamps,
tags, or other means of identification, or who makes any false statement in
any application with respect to the levying and collection of the tax, shall,
upon conviction thereof, be punished by a fine not exceeding $5,000 or
by imprisonment not exceeding five years, or both.

Appropriations and Administrative Ezpenses.

Sec. 10. (a) The proceeds derived from the tax are hereby appropriated
to be available to the Secretary of Agriculture for administrative expenses
and refunds of taxes and other payments under this Act. The Secretary
of Agriculture and the Secretary of the Treasury shall estimate from time
to time the amount of the tax which will be collected during a period fol-
lowing any such estimate not in excess of four months, and the Secretary
of the Treasury shall, out of any money in the Treasury not otherwise
appropriated, advance to the Secretary of Agriculture the amounts so
estimated. The amount of any such advance shall be deducted from such
tax proceeds as shall subsequently become available under this subsection.

(b) Out of the sums available to the Secretary of Agriculture under the
Agricultural Adjustment Act, as amended, such sums as may be necessary
for administrative expenses, refunds of taxes, and other payments under
this Act are hereby made available.

(c) The Secretary of Agriculture is authorized in order to carry out the
provisions of this Act to appoint, without regard to the provisions of the
civil-service laws, such officers, agents and employees, and to utilize such
Federal officers and employees and, with the consent of the State, such
State and local officers and employees, as he may find necessary, to pre-
scribe their authorities, duties, responsibilities, and tenure, and, withouy
regard to the Classification Act of 1923, as amended, to fix the compensa-
tion of any officers, agents, and employees so appointed.

(d) The administrative expenses provided for under this section shall
include, among others, expenditures for personal services and rent in the
District of Columbia and elsewhere, for law books, periodicals, newspapers,
and books of reference, for contract stenographic reporting services, and
for printing and paper in addition to allotments under the existing law.

(e) The Secretary of Agriculture shall transfer to the Treasury Depart-
ment, and is authorized to transfer to other agencies, out of funds available
for administrative expenses under this Act, such sums as are required to
Pay administrative expenses iacurred and refunds made by such Depart-
ment or agencies in the administration of this Act.

Refunds.

Sec. 11. (a) No refund of any tax, penalty, or interest paid under this
Act shall be allowed unless claim therefor is presented within six months
after the dave of payment of such tax, penalty, or interest.

(b) No suit or proceeding shall be maintained in any court for the re-
covery of any tax under this Act alleged to have been erroneously or il-
legally assessed or collected, or of any penalty claimed to have been col-
lected without authority, until a claim for refund or credit has been duly
filed with the Commissioner of Internal Revenue, according to the pro-
visions of law in that regard, and the regulations prescribed by the Com-
missioner of Internal Revenue and approved by the Secretary of the Treas-
ury, under this Act; but such suit or proceeding may be maintained whether
or not such tax, penalty, or interest has been paid under protest or duress.
No suit or proceeding shall be begun before the expiration of six months
from the date of filing such claim, unless the Commissioner renders a de-
cision thereon within that time, nor after the expiration of two years from
the date of the payment of such tax, penalty, or interest, unless such
suit or proceeding is begun within two years after the disallowance of the
claim or of the part of such claim to which such suit or proceeding relates.
The Commissioner shall, within ninety days after any such disallowance,
notify the taxpayer thereof by mail.

Separability of Provisions.

Sec. 12. If any provision of this Act, or the applicability thereof to any
person or circumstance, is held invalid the remainder of this Act and the
applicability thereof and of such provision to other persons or circumstances
shall not be affected thereby.
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Termination.

Sec. 13. The tax shall terminate with respect to any type of tobacco at
the end of the crop year current at the time the Secterary of Agriculture
proclaims that rental and/or benefit payments under the Agricultural Ad-
justment Act are to be discontinued with respect to such type of tobacco
or whenever the President finds and proclaims that the national economic
emergency with respect to such type of tobacco has ended, whichever is
the earlier.

Sec. 14. The Secretary of Agriculture is directed not to refuse on the
ground of lateness any offer by a tobacco producer to become a contracting
producer, if such offer is filed with the Secretary of Agriculture within
thirty days after the date of the enactment of this act.

Sec. 15. Having due regard to the welfare of domestic producers of
tobacco and to the protection of domestic consumers thereof and to a just
relation between the price received by such domestic producers and the
price paid by such domestic consumers and in other respects to effectuate
the declared policy of this Act, the Secretary of Agriculture may from
time to time, by orders or regulations:

(A) For each crop year in which any type of tobacco is harvested to
which the tax is applicable, or for any part of such crop year, establish
quotas for the importation into continental United States of cigar-leaf
types of tobacco, and during such crop year readjust any such quotas.
Such quotas shall be based on average quantities of such tobacco imported
into continental United States during the crop years 1932-1933 and 1933-
1934, except that in the case of tobacco imported from the Republic of
Cuba, such quotas shall be based on average quantities of tobacco so im-
ported during the crop years 1928-1933.

(B) Allot the quotas provided for by subsection (A) to the importers of
such tobacco in the United States in such manner as he may deem fair
and equitable, having due regard to the respective amounts of tobacco
imported during the crop years 1932-1933 and 1933-1934 by such persons.

Sec. 16. After importation quotas therefor have been established, all
cigar-leaf tobacco of any type imported into continental United States in
excess of the quota for such type shall be subject to an import tax. The
rate of the import tax, expressed in cents per pound, shall be determined
by the Secretary of Agriculture as hereinafter provided. . On May 1 of
each crop year for which quotas are to be established pursuant to section
15, the Secretary of Agriculture shall determine (from available statistics
of the Department of Agriculture) the average sales price per pound,
during the preceding twelve months, of all domestic cigar-leaf tobacco
the sale of which is to be taxed during the ensuing crop year under this
Act. This average sales price, times the average per centum tax rate
then current under this Act on the sale of such domestic cigar-leaf tobacco,
shall be the rate per pound of the import tax and shall be proclaimed by
the Secretary of Agriculture. The import tax shall be paid prior to the
release of the tobacco subject thereto from customs custody or control.

As used in this and the preceding section ‘‘cigar-leaf vypes of tobacco'
shall include cigars, which for the purposes of the quotas, allotments, and
import tax provided for by said sections shall be translated into terms of
raw cigar-leaf tobacco of the respective types from which such cigars are
produced, pursuant to conversion factors established and proclaimed by

the Secretary of Agriculture.
Approved, June 28, 1934.

The Course of the Bond Market

A certain amount of weakness in some lower grade sec-
tions of the bond market was eliminated on Wednesday and
has been succeeded by strength with the higher-rated groups
making new highs for the year. The lower-grade rails con-
tinue to show losses, some new low points being reached for
the year, while the medium and lower-grade utilities rallied
upon the announcement that the Tennessee Valley Authority
had completed arrangements for the purchase of the Knox-
ville utility properties. Kxcess reserves again made new
highs while other factors making for a strong bond market
have also remained favorable.

High-grade railroad bonds have held relatively firm during
the current week, whereas second and lower-grade issues re-
ceded two to three points and were soft throughout the whole
list. In the former class, Atchison gen. 4s, 1995, closed at
105%% compared with 10534 last Friday. Medium-grade
bonds such as Great Northern gen. 7s, 1936, and Northern
Pacific ref. 6s, 2047, were off slightly from a week ago. De-
clines predominated and many new lows were made in the
second and lower-grade issues during the latter part of the
week. Chicago-North Western conv. 434s, 1949, were off
614 points, closing at 301%; St. Paul adj. 5s, 2000, closed at
1034 compared with 1224 a week ago; Southern Pacific deb.
4155, 1981, at 6214 compared with 6415,

Utility bonds, with the exception of certain inactive issues
such as West Penn Traction 5s, 1960, which advanced 5
points for the week, and Brooklyn, Queens County & Subur-
ban 5s, 1941, which gained 924 points, have fluctuated with in
a relatively narrow range. Issues in the lower classifica-
tions tended to be weak, while those higher in the scale
worked slowly upward. National Power & Light 6s, 2026,
ended the week at 70, down 514, Southeastern Power & Light
6s, 2025, were down 4 at 70 and Tennessee Publie Service 5s,
1970, were up 334 at 93%4.

Another week of firmness with moderate volume has been
experienced by industrial obligations. Steels were mixed,
but changes were mainly fractional in leading issues. Beth-
lehem 5s, 1936, gained %4 to 10334 while Republic Iron &
Steel 514s, 1953, advanced 114 to 9214. Oils continued on
an even keel. Tire and rubber issues-underwent slight fluc-
tuations, being fractionally lower in the main. Meat pack-
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ing issues were firm, with Armour & Co. 414s, 1939, selling
at par, a new high, up 4. International Cement 5s, 1948,
were unchanged at 95. Hudson Coal 5s, 1962, held most
of the gain of the week before, declining fractionally to 4834.
Warner Bros. Pictures 6s, 1939, were weak, dropping to 5215
from 5314, and Childs 5s, 1943, were also soft, losing 414
points up 4614.

The foreign bond market has been fairly strong during the
week. German corporation issues were up fractionally but
Governments and some municipals closed lower. Cuban
bonds were somewhat stronger, Japanese steady, as were
most Finnish and Seandinavian issues. Rumanian 7s ad-
vanced from 3414 last Friday to close the week at 37.
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New York City financing was finally econsummated with
the sale of $58,000,000 serial bonds and $12,000,000 corporate
stock notes maturing in ten months. The average cost to
the city was lower than on the offer previously rejected,
but this was principally due to the fact that maturities
averaged seven years compared with fifteen years on the
previous offer. A substantial part of the purchase repre-
sented simply a replacement of $36,000,000 49, bonds due
in one to ten years held by the sinking fund with 3% bonds
of longer maturities in equal amount. The saving in interest
cost is offset by an equal interest loss to the sinking fund.

Moody’s computed bond prices and bond yield averages
are given in the following tables.

MOODY'S BOND PRICES.
(Based on Average Yields.)

MOODY'S BOND YIELD AVERAGES.{
(Based on Individual Closing Prices.)

120 Domestic
Corporate* by Groups.
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* These prices are computed from average ylelds on the basis of one “ideal” bond (43{ % coupon, maturing in 31 years) and do not purport to show either the average
level or the average movement of actual price quotations. They merely serve to illustrate in a more comprehensive way the relative levels and the relative movement of

yleld averages, the latter being the truer picture of the bond market,
- Ac;\zx(:,\l average price of 8 long-term Treasury issues.
page f

For Moody's index of bond prices by months back to 1928, see the issue of Feb. 6 1932, page 907
+ The latest complete list of bonds used in computing these indexes was published in the issue of Feb. 10 1934;
t1 Average of 30 forelgn bonds but adjusted to a comparable basis with previous averages of 40 forelgn bonds.

Indications of Business Activity

THE STATE OF TRADE—COMMERCIAL EPITOME.
Friday Night, July 20 1934.

General business activity was well maintained despite
labor unrest here and there. Labor difficulties seem to have
been straightened out on the Pacific Coast, and there are
evidences that they will be short-lived elsewhere. Retail
sales continued to increase, and wholesale business was more
active. Sales of vacation goods, cotton yard goods and
dresses and sports wear figured prominently in the retail
business, and there was a good demand for women's and
misses’ dresses and suits. Sales of footwear and sports shoes
showed an increase of 20% to 30% over last year, and there
was a big call for knit godds and bathing suits. At whole-
sale, buyers were replenishing their stocks of summer goods,
and there was a good demand for coats and suits in the
women's division. Large or(iers were reported for men's
shirts, underwear, robes, socks and work clothing. Steel
operations increased to 28.8¢9, of capacity, and there was an
increase in the electric output of 5.99% over the previous
week. Carloadings were also higher than a week ago, and
production of bituminous coal was well maintained. Indus-
trial operations, however, make an unfavorable exhibit as
compared with the totals of a year ago. Some industries
increased operations owing to a fear of higher manufacturing
costs and labor disturbances. Cotton was moderately active
during the week, but prices, after early firmness, because

of continued dry and extremely hot weather in the South-
west, declined late in the week under general liquidation
prompted by reports of rain and a weaker technical position.
Wheat met with rather heavy buying during the week, influ-
enced by unfavorable crop reports and continued hot and dry
weather in the Northwest, and prices show an advance over
the previous week. Corn was more active and higher, owing
to very bullish crop advices. Oats and rye were rather quiet,
and although recently weaker, followed fluctuations in
wheat and corn, for the most part. Other commodities to
show advances for the week were coffee and sugar. Rubber
showed little change from a week ago, and silver was
irregular. Silk and hides were lower. The non-ferrous
metals were relatively firm, especially for copper and tin.
Lead was in fair demand and higher. Trading in metal
futures was extremely dull. Wool was in limited demand,
but there were quite a number of inquiries reported.

The weather continued generally hot and dry throughout
this country and in many parts of Europe. On the 19th inst.
Germany suffered the hottest and dryest day of its present
drouth, with the temperature in Berlin reaching 93.2 degrees
in the shade. In Madrid, Spain, on the 18th inst., it was
100.8 degrees, and it was 104 at Seville and ICaceres. Late
last week lightning and hail did heavy damage in Western
Ontario, Canada, and left in its path a trail of battered crops,
dead poultry and livestock, shattered windows, sodden farm-
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lands, and a few demolished outhouses. Last Friday, Falls
City, Neb., had 115 degrees, the hottest in 68 years, and it
was abnormally hot throughout that State. Beatrice and
Pawnee City sweltered in 114 degrees, and it was 100 in
Omaha. In Panama a series of earthquake shocks were
felt on the 17th inst. A storm followed extremely hot weather
in Philadelphia, where the temperature dropped 22 degrees
from the 94 high on the 15th inst. Four died from the heat
in that city. At Albany, N. Y., on the 15th inst., the tempera-
ture was up to 90 degrees, and the humidity was at 99, but
heavy rains drenched parched farmlands throughout most
of the Capital district on the 16th inst., which broke a week’s
drouth. Lightning killed two persons and critically injured
a third in a series of electrical storms which circled over a
wide area. The Southwest continued hot and dry, and little
rain fell in the cotton belt. Lightning killed one Iowan, and
heat caused the death of another, as electrical storms struck
some sections of Iowa, and temperatures shot up to 106 de-
grees at Lamoni late last Friday. Severe lightning and rain-
storms, which swept over eastern Pennsylvania, Delaware
and southern New Jersey several times on the 13th inst., took
three lives, washed out a dam at Swedesboro, N. J., set fire
to a number of barns and homes, washed out roads, did
much crop damage, and threatened a number of bridges.
With the exception of a heavy shower last Sunday, it was
generally clear and very warm in New York City during
the week. Except for a light shower late in the afternoon,
it was fair and warm here to-day, with temperatures ranging
from 74 to 88 degrees. The forecast was for fair to-night and
Saturday; continued warm. Overnight at Boston it was
72 to 88; Baltimore, 76 to 94; Pittsburgh, 70 to 92; Port-
land, Me., 70 to 90; Chicago, 78 to 96; Cincinnati, 76 to 98;
Cleveland, 72 to 92; Detroit, 70 to 92; Charleston, 78 to 90;
Milwaukee, 74 to 86; Dallas, 80 to 100; Savannah, 76 to 100;
Kansas City, 84 to 108; Springfield, Mo., 80 to 102; St.
Louis, 84 to 102; Oklahoma City, 78 to 104; Denver, 72 to
100; Salt Lake City, 66 to 94; Los Angeles, 64 to 80; San
Francisco, 52 to 62; Seattle, 54 to 66; Montreal, 70 to 86, and
Winnipeg, 58 to S4.
—_——————

“Annalist” Weekly Index of Wholesale Commodity
Prices for Week of July 17 Highest Since Beginning
of 1931.

An advance of 1.8 points for the week carried the ‘“Annal-
ist” Weekly Index of Wholesale Commodity Prices to a new
high since the beginning of 1931, the index standing at
115.4 on July 17, against 113.6 (revised) July 10. Sharp
advances in the grains and flour and in cotton and cotton
goods as a result of the bullish government crop reports
furnished most of the advance. the “Annalist’’ said. Tt
continued:

Refinery gasoline was also higher, as were eggs, hogs, butter, hay and
tin. Steers and lambs were lower, with potatoes.

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

July 17 1934.|July 10 1934.|July 18 19033,
98.8

Farm produets .- - - . oo

Building materials_ _

Chemicals. .. _.___

Miscellaneous. .

All commodities

b All commodities on old dollar basis_ _ 73.4

* Preliminary. a Revised. b Based on exchange quotations for France, Switzer-
land, Holland and Belgium,
DOMESTIC AND FOREIGN WHOLESALE PRICE INDICES.

(Measured in currency of country; index on gold basis also shown when currency
has depreciated; 1913=100.0.)

Per Cent.

Change
Jrom
May
1934.

June
1933.

April
1934,

*June
1934.

a May
1934.

+
o«

110.8
65.6
111.1
65.9
102.4

gt
O D -

CoDWHL MW

Germany .

Italy ...
Gold -

Japan. .

+1 [+t
et D e O

* Preliminary. a Revised. ¢ Includes also Belgium and Netherlands.

Indices used: U. S. A., “Annalist’’; Canada, Dominion Bureau of Statistics;
United Kingdom, Board of Trade; France, Statistique Generale; Germany, Statis-
tiche Reichsamt; Italy, Milan Chamber of Commerce; Japan, Bank of Japan.

Prices in the more important countries strengthened in June, the ‘'An-
nalist’’ International Composite, on a gold basis, advancing to 72.5 (pre-
liminary) for June, from 71.8 in May, 72.1 in April and 77.5 a year ago.
The advance reflected the poor crop prospects both here and abroad and
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also the heavy buying of commodities in Germany under fear of a break
in the currency. No allowance is made in the case of Germany for the
fact that marks are not obtainable at parity outside of the country, as no
quotations are available. If the German index could be included on a
genuine free gold basis, the composite would, of course, be lower. The
French index declined, reflecting continuation of the deflation that has
exerted such pressure upon her. The Italian index made a nominal gain
of 0.1 point; since, however, her exchange recovered with the aid of more
stringent control, her index on a gold basis shared in the general recovery.

Japan declined again.
—_——

Revenue Freight Car Loadings for Week Ended July 14
1934 Again Show Loss When Compared with Cor-
responding Week in 1933.

Loadings of revenue freight for the week ended July 14
1934 totaled 602,778 cars, a gain of 82,971 cars or 16.0%
over the preceding week, but a drop of 50,883 cars or 7.8%
from the loadings total in the corresponding period last year.
Loadings, however, showed a gain of 99,017 cars or 19.7%
over the comparable period of 1932. Total loadings for
the week ended July 7 1934 were 4.49% under the same
period of 1933, but exceeded the corresponding week in
1932 by 25.0%. For the week ended June 30 1934 increases
over the like periods in 1933 and 1932 totaled 0.49% and
32.09%, respectively.

The first 16 major railroads to report for the week ended
July 14 1934 loaded a total of 268,235 cars of revenue freight
on their own lines, compared with 231,857 cars in the pre-
ceding week and 290,184 cars in the seven days ended
July 15 1933. A comparative table follows:

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

Loaded on Own Lines
Weeks Ended—

July 14
1934,

Received from Connec'ns.
Weeks Ended—

July 15|July 14
1933. | 1934,

July 7
1934,

July 7
1934,

July 15
1933.

4,118
9.221
5.756
5,080
8.315

s

22,473
19,499

19,510,
17,511
13,382
15,101
13,189

1,462

20,476
22,906
16,335
19,446
16,429

Atchison Topeka & Santa Fe.... 4,569,
Chesapeake & Ohio

Chicago Burlington & Quiney. .-~
Chie. Milw. St. Paul & Pacific..-
Chicago & North Western

Gulf Coast Lines

International Great Northern.
Missouri-Kansas-Texas.. - - -
Missouri Pacific

New York Central Lines. ...----
New York Chicago & St. Louis...
Norfolk & Western

Pennsylvania

Pere Marquette

Southern Pacific Lines

Wabash

3,581
X

6,758

268,2351231,8571200,184/149,524'142,074/167,132

5,876

x Not reported.
TOTAL LOADING AND RECEIPTS FROM CONNECTIONS

‘ Weeks Ended—

July 15
1933.

| Juiy 14
1934.

20,790
24,208
12,474

July 7
1034,

19,878
22,192
11,220

53,200

Chicago Rock Island & Pacific Ry
Illinols Central System
St. Louls-San Francisco Ry,

26,412
12,234

62,188

The American Railway Association, in reviewing the week
ended July 7, reported as follows:

Loading of revenue freight for the week ended July 7 totaled 519,807 cars,
a decrease of 124,765 cars under the preceding week. It also was a decrease
of 23,703 cars under the corresponding week in 1933, but an increase of
103,879 cars above the corresponding week in 1932. All three years' figures
reduced due to observance of 4th of July holiday.

Miscellaneous freight loading for the week ended July 7 totaled 197,568
cars, a decrease of 53,386 cars under the preceding week, 4,300 cars below
the corresponding week in 1933, but an increase of 47,208 cars above the
corresponding week in 1932.

Loading of merchandise less than carload lot freight totaled 137,935 cars,
a decrease of 22,632 cars under the preceding week this year, 8,825 cars
below the corresponding week in 1933, and 5,235 cars below the same
week in 1932.

Grain and grain products loading for the week totaled 37,132 cars, a de-
crease of 5,919 cars under the preceding week, and 7,936 cars below the
corresponding week in 1933. It was, however, an increase of 6,839 cars
above the same week in 1932. In the Western Districts alone, grain and
grain products loading for the week ended July 7 totaled 24,432 cars, a
decrease of 6,994 cars below the same week in 1933.

Forest products loading totaled 17,443 cars, a decrease of 6,814 cars below
the preceding week, and 4,408 cars below the same week in 1033, It was,
however, an increase of 6,071 cars above the same week in 1932.

Ore loading amounted to 29,372 cars, a decrease of 5,503 cars under the
preceding week, but an increase of 11,336 cars above the corresponding
week in 1933, and 23,932 cars above the corresponding week in 1032.

Coal loading amounted to 80,668 cars, a decrease of 25,559 cars under
the preceding week, and 9,367 cars below the corresponding week in 1933.
It was, however, an increase of 20,673 cars above the same week in 1932.

Coke loading amounted to 4,136 cars, a decrease of 2,282 cars below the
Ppreceding week, and a decrease of 2,164 cars below the same week in 1933.
It was, however, an increase of 1,676 cars above the same week in 1932.

Live stock loading amounted to 15,553 cars, a decrease of 2,670 cars
under the preceding week, but an increase of 2,060 cars above the same
week in 1933, and 2,625 cars above the same week in 1932, In the Western
districts alone, loading of live stock for the week ended July 7 totaled
12,602 cars, an increase of 2,865 cars above the same week in 1033.

All districts except the Northwestern and Central Western reported
reductions for the week ended July 7, compared with the corresponding
week in 1933, but all districts reported increases compared with the corre~
sponding week in 1932.
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Loading of revenue freight in 1934 compared with the two previous years
follows:

1932.

Four wecks in January .

Four weeks In February

Five weeks in March

Four weeks in April. 2,334,
Four weeks in May . D 53
Five weeks in June 3,078,199
Week ended July 7. 519.807

Ol A e o e T §_nall l 15.920.138

14,523 748
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In the following table we undertake to show also the load-
ings for the separate roads and systems for the week ended
July 7 1934. During this period a total of 49 roads showed
increases when compared with the corresponding week last
year. The most important of these roads which showed
increases were the Atchison Topeka & Santa Fe Ry. System,
the Southern Pacific Co. (Pacific Lines), the Erie RR., the
Delaware Lackawanna & Western RR., the Great Northern
Ry., the Chicago & North Western Ry. and the Duluth
Missabe & Northern Ry.

REVENUE FREIGHT LOADED AND RECEIVED FROM CONNECTIONS (NUMBER OF CARS)—WEEK ENDED JULY 7.

Total Loads Recetved
from Connections.

Total Revenue

Ratlroads. Fretght Loaded.

1034. 1933.

Total Revenue
Fretght Loaded,

Total Loads Recelved
Jrom Connections.

1034.

Ratlroads.

1934, 1933.

Eastern District.

Group A—
Bangor & Aroostook
Boston & Albany...
Boston & Maine. _
Central Vermont.
Maine Central
N. Y. N. H. & Hartford.
Rutland

500
2,426
6,863

813
2,401
9,523

532

23,058

Lel

Lehigh & New England._ _
Lehigh Valley.

Montour

New York Central 25,006
New York Ontario & Western. 8 y 2 1,801
Pittsburgh & Shawmut 232 1 1{2)2

60,243

6,360
28

Ann Arbor

Chicago Ind. & Louisville.
C. C. C. & St. Louls
Central Indiana

918

Detrolt & Toledo Shore Line. .. 1,693
Detrolt Toledo & Ironton 869
Grand Trunk Western 5,372
Michigan Central R 6,583
Monongahela P D 2,: 196
New York Chicago & St. Louls. p 7,022
Pere Marquette 3,616
3,834

871
6,000
2,442

49,409
132,840

55,685
145,929

40,229
Grand total Eastern District-.| 111,080

32,046
91,670

43,103
118,400

Allegheny District—
Akron Canton & Youngstown...

42 4 670
Baltimore & Ohio : :

25,045 12,874
2,091

Butfalo Creek & Gauley 90

Central RR. of New Jersey

Cornwall

Cumberland & Pennsylvania. ..

Ligonier Valley

Long Island

b Penn.-Read. Seashore Lines. .

Penu?ylvanla System

West Virginia Northern. . 34
Western Maryland 2,504

102,786

Pocahontas District—
Chesapeake & Ohlo.. 17,511
13,818

763

2,943

35,035

Group B—
Alabama Tenn. & Northern... 183
Atlanta Birmingham & Coast. . 910
Atl. & W. P.—West. RR. of Ala| 645
Central of Georgia 3,938
Columbus & Greenville. é 176
Florida East Coast.- é ;(1)2
Georgla & Florida 451
Gulf Mobile & Northern
Illinols Central System...
Loulsville & Nashville_.__
Macon Dublin & Savannah
Mississippl Central
Mobile & Ohlo. - oo ...
Nashvllle Chatt. & St. Louls.
Tennessee Central 460
24,662

52,287

44,849

Grand total Southern District.. 69,152

78,660

Northwestern District—
Belt Ry. of Chicago....
Chlcago & North Wester:
Chicago Great Western. ..
Chiec. Milw, St. Paul & Pacific.
Chic. St. Paul Minn. & Omaha
Duluth Missabe & Northern.__
Duluth South Shore & Atlantic
Elgin Joliet & Eastern
Ft. Dodge Des M. & Southern.
Great Northern
Green Bay & Western. ...
Lake Superior & Ishpeming
Minneapolis & St. Louis_.
Minn. St. Paul & S. S. Mar
Northern Pacific. ...

Spokane International. . . .
Spokane Portland & Seattle.

1,276
4,248
6,266

254
1,307

75,758

5,354
a

943

50,775

19,365
2,400
Bingham & Gartield 8 77
Chicago Burlington & Quincy-. 10,311
Chicago & Illinols Midland. ... a
Chicago Rock Island & Pacific.
Chlcago & Eastern Illinols. ...
Colorado & Southern

Denver & Rio Grande Western.
Denver & Salt Lake

Fort Worth & Denver City.
1llinols Terminal

Northwestern Pacific.

Peoria & Pekin Union

Southern Pacific (Paclfic)

St. Joseph & Grand Island...

Toledo Peorla & Western..

7
2,775
244
919
5,319
2
1,170
34,497

8
1,916
38,730

Southwestern District—
Alton & Southern 3,195
Burlington-Rock Island. 3 284
Fort Smith & Western._ & L 131
Gulf Coast Lines 1,149
International-Great Northern.
Kansas Oklahoma & Gulf
Kansas City Southern..

3,063
240
155
890

Norfolk Southern. .

Pledmont & Northe:

Richmond Fred. & Potomac. __

Beaboard Alr Line 5,828 2,528

17,672 10,084
139 483

30,672 33,811 22,947 27,625

Loulslana & Arkansas

Louls! Arkansas & Texas..
Litchfleld & Madison
Midland Valley

Mlssour! & North Arkansas. ...
Missourl-Kansas-Texas Lines.
Missourl Pacific.

Natchez & Southern....
Quanah Acme & Pacific.

St. Louis San Francisco.

St. Louls Southwestern.
Texas & New Orleans.

Texas & Pacific >
Terminal RR. Assn. of St.

. Louis 1,563
Weatherford M, W. & Northw-. 29

1,617
22

43,379 44,891 35,932 #3,360 31,627

* Previous week's figures,
a Not avallable.

b Pennsylvania-Reading Seashore Lines include the new eonsolidated lines of the West Jersey %o Seashore RR., lormerly part of Pennsylvania

RR., and Atlantic City RR., formerly part of Reading Co.; 1932 figures included In Pennsylvania System and Reading Co.

Hope that Federal Funds Can Stimulate Private
Business to Normal Activity Becoming Dim, Ac-
cording to Col. Ayres of Cleveland Trust Co.—
Means to Encourage Private Enterprise to Absorb
Unemployment Viewed As Central Problem—No

Change in Business Activity Looked for in Last
Half of Year.

“The hope that the outpouring of Federal funds can
stimulate private business to normal activity is becoming
dim,” says Colonel Leonard P. Ayres, Vice-President of the
Cleveland Trust Co., and he observes that “the alternative
experiment of creating confidence in the possibility of mak-
ing profits might well offer greater hopes for success.” The
foregoing remarks of Colonel Ayres were preceded by the

statement that “the problem of creating conditions that will
encourage private enterprise to expand business operations
sufficiently to absorb most of the existing unemployment is
the central problem of the depression,” and he added: “It
has become impressively evident that the task is too great
to be accomplished by public expenditures.” The views of
Colonel Ayres, as thus expressed, are contained in the
July 16 “Business Bulletin” of the Cleveland Trust Co., in
which Colonel Ayres also has the following to say, in part,
his diagrams being omitted :

Business activity entering the second half of the year may well be
likened to an automobile half way up the hill of recovery, but making

slow progress because of a slipping clutch. There is no immediate danger
that it will slide backwards into the valley of deep depression, nor is
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there present prospect that it will promptly move upward to prosperity.
The slipping of the clutch is the failure of private enterprise to take
hold with sufficient vigor to carry the load of providing employment to
all who wish work, and so to relieve the Federal Treasury of the burden
of supplying relief.

At the present time stock prices are a good deal lower than they were a
year ago, and market activity much smaller. Bond prices are distinctly
higher. Employment and payrolls are greater than they were last July,
but the volume of industrial production is considerably less. Rail freight
traffic is about the same now as it was then. Probably business earnings
are lower, but the records are not yet fully available. The Federal debt is
far greater, and current governmental expenditures are much higher.

It does not now seem probable that there will be any great change,
either for better or for worse, in the volume of general business activity
during the second half of the year. The high level of Federal expenditures
for general expenses, for public works, and for agricultural relief will tend
to sustain consumer purchasing power and so to support retail trade and
the production of consumption goods. On the other hand, production of
durable goods remains far below normal, and that continues to be responsible
for most of the industrial unemployment.

Borrowings.

The Federal Government has become our greatest borrower, our greatest
lender, and our biggest business. It is the best customer of our banking
system, but it is disquieting to note that as its activities in the banks
increase, those of the other customers tend to diminish. The evidence that
this is happening is provided by the reports showing conditions in banks
that are members of the Federal Reserve System. They show that since
the beginning of the depression the volume of Federal securities held by
reporting member banks has much more than doubled, while in the same
period the business loans have been nearly cut in two.

This change means that borrowings from the banks by the Government
are rapidly increasing, and that the use of bank credit by business is
declining. The process is continuing and apparently gaining momentum.
The changes are almost directly complementary to each other, for from the
autumn of 1929 to the summer of 1934 Government borrowings from these
banks have increased by just over four billion dollars, while in that same
period the borrowings by business from the same institutions have decreased
by almost four billions.

In the diagram [this we omit.—FEd.] the solid line shows the monthly
changes since the beginning of 1929 in the volume of business borrowings
from reporting member banks which include nearly all important city
institutions doing commercial banking. The number of these institutions
was reduced in the bank crisis last year, but the records have been
adjusted to show as nearly as possible what the figures would have been
if the number of banks reporting had remained constant throughout the
period. The dashed line shows in similar fashion the monthly changes in
the volumes of Federal securities held as investments by these same banks.

The increase in the bank holdings of Government securities reflects the
mounting public debt. In the main the increase in that debt has been
incurred for the purpose of securing public funds to be spent in the effort
to prime the pump of private enterprise. The decrease in the use of bank
credit by business shows that this priming process has not yet achieved
its purpose. A diagram of this sort will be the best kind of indicator to
reflect the change when the policy becomes successful. When that happens
the line showing borrowings by business will turn upward, while that
showing borrowings by the Government will turn downward.

Building.
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ditions in the United States and Canada, but on the last day
a general reaction occurred and a large part of the gains was
lost. Moody’s Daily Index of Staple Commodity Prices
rose to a new high for the year of 144.8 on Thursday, but
closed the week at 144.0 for a net gain of 0.6 points.

The net changes for the week reflected some uncertainty
as to future trends. Of the five advanges, those in wheat and
corn were the most important, even after the declines on Fri-
day. Sugar also enjoyed a fair rise, while lead and silver
advanced fractionally. There were four declines, in cotton,
hogs, wool tops, and cocoa, while six staples were unchanged.
These were silk, hides, rubber, steel serap, copper and coffee.

The movement of the Index number during the week, with
comparisons, follows:
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Decrease of 2.6 Points Noted in ‘“Annalist” Index of
Business Activity from May to June—First Dropped
Since Last November.

The ‘“Annalist” Index of Business Activity closed the
first half of the year with a decline of 2.6 points, the first
decrease since November of last year. The preliminary
figure for June is 77.3, as compared with 79.9 in May,
79.8 in April and 83.3 in June 1933. The net gain from the
low for last year has been reduced to 18.9 points, while the
loss from last year’s high has been increased to 12.0 points.
The net gain since the close of last year amounts to 7.8
points. In reporting the foregoing, the “Annalist” said:

The most important factor in the decline on the combined index was a
sharp decrease in the adjusted index of cotton consumption. Declines were
also recorded in the adjusted indices of boot and shoe production, auto-
mobile production, zine production and silk consumption. The boot and
shoe and the automobile indices are based on estimated output. A slight
loss occurred in the adjusted index of steel ingot production. Based on a
preliminary estimate, the adjusted index of electric power production
showed a substantial increase. Gains_ were also recorded in the adjusted
indices of freight carloadings and pig iron production.

Table 1 gives the combined index and its components, each of which is
adjusted for seasonal variation and where necessary for long-time trend,
for the last three months. Table 2 gives the combined index by months
back to the beginning of 1929.

TABLE 1—THE “ANNALIST” INDEX OF BUSINESS ACTIVITY AND
COMPONENT GROUPS.

April.

The National Housing Act is perhaps the most important new el t
in the program of the National Administration for aiding recovery this
year. It sets up elaborate new machinery for granting short-term loans
to pay for repairs and improvements in existing dwellings, and long-term
loans to finance the construction of new homes. The funds are to be
borrowed from banks and other private lending agencies, and new insurance
corporations are to be organized to protect the lenders from loss, and so to
stimulate a free flow of money into renovation and new construction.

The project is of the first importance, for the building industry has
been harder hit by the depression than almost any other, and has shown
as yet a minimum of recuperation so far as privately financed activities
are concerned. There are still more unemployed workers in the con-
struction industries than in any other of the major groups of occupations.
Moreover, the manufacturing industries producing building materials are
still far from normally active, and they, too, account for a large volume
of unemployment. Still additional unemployment results from the reduc-
tion in the volume of building materials being transported by railroads
and trucks.

The new Act has attracted a good deal of criticism because of the com-
plexity of its provisions, and the prospect that it may take a rather long
time to get the new financial machinery organized and in operation.
Probably, however, experience will show that its greatest shortcoming lies
in the fact that it is mainly designed to promote the construction of one-
family homes. These are important, and in earlier prosperity periods they
have accounted for large aggregate expenditures for new construction.
Nevertheless, they normally constitute in this country only a small part
of the new building that is undertaken.

In the diagram [this we omit.—Ed.] the solid line shows the amounts
of money spent in this country for new building construction each year
from 1921 through 1933, as indicated by the available permit figures
adjusted to conform to the Census counts of dwellings. The total was
less than six billions in 1921, and rose to 13 billions at the top of the
building boom in 1925. The depression decline carried the total down to
little more than one billion in 1933, including the public expenditures. In
the lower part of the diagram the shaded area represents the portion of
the expenditures that went into one-family houses. It was less than two
billions in 1921. and about three and one-half in 1925. Last year it fell
to about one-quarter of one billion.

It seems quite unlikely that any feasible decrease in the cost of financing
home building can swell this small fraction of the construction industry
to proportions that will be large enough to have much effect in reducing
unemployment among the workers in the building occupations. The main
obstacles to a building revival are the high cost of construction, the
financial straits of municipalities, and the reluctance of corporations to
undertake programs of expansion until they can see better prospects for
profits. The new National Housing Act will help in the residential field
of operations, but expectations of great results from it are not likely to
be fulfilled.

Moody’s Daily Index of Staple Commodity Prices Reacts
After Reaching New High for the Year.

Basie ecommodity prices advanced steadily during the first
four days of this week, largely due to continuing drouth con-

Frelght car loadings

Steel ingot production .

Pig iron production

Electric power production.
Cotton consumption. . - -
‘Wool consumption . .
