The Financial Situation

IT IS NOW plain that the legislative “jam” in the
Senate has not been broken as had for a time
been supposed by some. The events of the past
week have made it doubly clear that the President
when he: returns from his vacation will not have so
casy a time with the upper Chamber as he did last
year when he came back to Washington after the
Senate had made a rather discouraging spectacle of
itself, wasting time with irresponsible charges
against certain minor employees of the Government.
For a brief space of time about a week ago it appeared
that the conference committee at work on the relief
measure had reached compromises satisfactory to the

ment of the anti-trust laws. During the past week
it has issued a complaint against the ice cream indus-
try, charging it with restraint of trade. TIts own in-
vestigators bring a similar charge against the rubber
industry. Both the NRA and the Federal Trade
Commission are actively inquiring into allegations
that the companies manufacturing rubber fire hose
are engaged at the present time in price fixing in
contravention of the law. All this, in addition to
throwing light upon the effects of the NRA codes,
is not likely to aid the passage of the new NRA bill
through the Senate, where such members as Senators
(Glass and Borah would be hostile in any event.

Administration, although
the result was different
from that originally asked
for, and that this trouble-
some proposal would soon
be in the statute book.
It quickly developed, how-
ever, that the President
was violently opposed to
an amendment which the
conference committee it-
self had made in the meas-
ure. Washington dis-
patches now assert that an-
other compromise agree-
ment has been reached
which is acceptable all
round. Whether further
hitches will develop at the
eleventh hour and knowl-
edge of what the precise
content of the measure in
1ts final form will be must
await further information.
The history of the measure
meanwhile has revealed a
Senate much more inclined
to do its own thinking
than has been the case dur-
ing the past year or two.

New NRA Legislation

NEW NRA bill was
at the first of the
week rushed into the Sen-
ate amid many threats of
labor difficulties ahead. Is

far as can be learned it has made no progress what-

Ridding Ourselves of “Quack Notions”

“The forward movement already begun is
plainly gathering impetus, and it should,
when ‘it advances, sweep away all unsound
policies which our great prosperity in the
past has engendered and many quack notions
which have been born of our adversity.”—
Myron C. Taylor, Chairman of the Board,
United States Steel Corp., to stockholders
at the annual meeting on Monday.

Here is a message of courage delivered at a
time when only strong men can be brave.
The ordinary man of business finds it ex-
ceedingly difficult at present to cling reso-
lutely to his faith that soon or late the
world in general, and the United States in
particular, will return to that greater meas-
ure of common sense which prevailed prior
to the World War; yet such a faith is probably
well warranted.

The question is how soon this return jour-
ney will begin, and the problem is how such
a return can be best assured and speeded.
Perhaps a beginning can be made by making
certain that the facts of the present and the
hazards of the future are fully understood
and borne carefully in mind.

Encouragement is to be found in the fact
that the abler business leaders of the world
are now cognizant of the truth that the “un-
sound policies” of the twenties were in large
part based ugon ideas not greatly dissimilar
to the ‘“quack notions” of to-day, and further
that both are to be avoided at all hazards
whether fostered by business or government.

The problem then, in essence, is that of
finding an effective means of teaching the
rank and file what bitter experience has al-
ready taught men of affairs, namely, that
inflation in all its forms is a snare and a
delusion, and that there is no way known to
man, whether “planned economy’ or any of
the “isms” of the day, which can repeal or in-
validate what the President some time ago
termed ‘““the laws of natural economics.” We
suspect that the continuing difficulties of
business will prove better teachers than any-
thing else.

What the prospect is of
effecting deeply injurious
legislation concerning la-
bor relations, either under
the name of an NRA law or
as a separate project such
as those repeatedly spon-
sored by Senator Wagner,
it would be difficult to say
at this time, so tangled
does the situation in the
upper chamber appear. It
is evident that labor lead-
ers and some others are de-
termined, if they can, to
push such a measure or
measures through to the
statute books, unhesitat-
ingly making use of ex-
aggerated and disturbing
prognostications, not fto
say threats, about what
otherwise is likely to hap-
pen. The truth is, of
course, that we cannot con-
tinue to buy peace indefi-
nitely in the industrial re-
lations field by further and
further concessions to
trouble-making labor lead-
ers without repeating the
evil consequences thereof.
It would be highly grati-
fying if the Senate defi-
nitely refused to take us
further along this unpleas-
ant path. We have al-

ready gone much too far in this direction. But

ever in that body, and from all appearances a number
of leaders of real influence, some on the “right” and
others on the “left,” are as determined as ever to
prevent any such legislation from reaching the
statute books. The new measure, although some-
what different from the law now in effect, does not
begin to meet, the legitimate objections raised against
the whole idea embodied in Recovery legislation and
administration, Indeed, the - proposed provisions,
designed for the most part as they are to render the
measure more acceptable to the courts, are for that
reason less desirable in some respects than those
under which we are supposed to be operating at the
present time, The Federal Trade Commission has
meanwhile become active in the interest of enforce-

the outlook is not one to engender a feeling of assur-
ance.
Senate the Main Hope
T HAS of course been obvious for some time past
that the hope of holding the legislative program
back from all sorts of extremes lay in the Senate.
The House has repeatedly shown itself under the
thumb of the Administration—except in the case of
the bonus—in about as large a degree as ever. The
hearings on the proposed Banking Act of 1935 were
purely perfunctory. Indeed, consciously or other-
wise, they gave the Chairman of the Federal Reserve
Board an opportunity to broadcast the fallacious
banking ideas of the Administration daily for a long
period of time. Again in the case of the relief bill,

zed for FRASER
fraser.stlouisfed.org/




2236

the House quickly bowed to the wishes of the White
House. Whether it will consent to reshape the pro-
posed AAA measure along lines satisfactory to the
Administration is as yet not clear. At any rate, the
Committee on Agriculture has added to the original
AAA measure a number of amendments embodying
nearly all the unsound agrarian proposals ot the past
decade, including features of the MecNary-Haugen
plan, while at the same time it has shown a disposi-
tion to reduce substantially the licensing powers of
the President as far as industries using or marketing
agricultural products are concerned. This latter
attitude is doubtless a result of the growing dissatis-
faction with all pretexts for effecting restraint of
trade. It would be difficult to say which is the worse,
the new or the old form of the bill. They are both
highly undesirable. What ought to be done is to
repeal the existing AAA law, but of any disposition
to do so there is not a trace.

As for the situation respecting relief, disclosures in
New York City during the past week may well have
an important effect upon public opinion generally.
At least it is to be hoped that they will. Nothing
that was not fairly well known, in principle at least,
has, it is true, been disclosed. Indeed, it has been
more or less common knowledge that funds were being
disbursed in the name of relief in the most wasteful
and extravagant way for a long while past. But not
unnaturally, we suppose, the public seems to have
been shocked to hear of millions of dollars being ex-
pended to teach people to dance, and to do numerous
other things of no possible economic significance,
while other millions are being used to employ men
and women at high salaries to gratify some whim or
hobby of theirs at the expense of the taxpayer.

However, in our judgment, the point is not what par-
ticular kind of useless work is being done with the
funds that are being distributed to the allegedly
needy, but the fact that much more than is necessary
for the purposes in hand is being distributed, and
apparently distributed with gross favoritism if not

actual fraud in many instances. What should be
done is to curtail outlays to such amounts as are
absolutely necessary to prevent suffering, and drop
the whole idea of ‘“‘creating work,” which is inher-
ently the most expensive method of providing relief.
It is for this reason that thoughtful observers would
like to see the current Federal relief measure de-
feated and replaced with one much more in keeping
with the needs of the situation.

March Receipts and Expenditures

HE press has been having a good deal to say

about the fact that Treasury income during
the month of March exceeded the outgo. But
obviously the small surplus for the month is with-
out very much significance. March is the month
of large income tax payments. The deficit last
year was not large, and receipts appear this year
to be rather larger than anticipated. Unfortunately
the public can rest assured that we shall have a
large deficit at the end of the year, and furthermore
that this deficit will in large part be met with funds
arbitrarily “created” at the banks, purely inflation-
ary credits opened to the account of the Govern-
ment. Just how large the excess of expenditures
will be depends somewhat upon the success of the
President in having his way in the Senate, and
upon how rapidly he finds it feasible to expend
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the huge sums he is allotted, assuming that such
funds are put at his disposal. But there can be
no question of the fact that the deficit will again
be enormous.

Dispatches from across the Atlantic show how
much wiser the British have been in the manage-
ment of their fiscal affairs. A year ago, it will be
recalled, the British Government was able to re-
port a surplus of some £31,000,000. This year a
surplus of some £7,500,000 is reported for the fiscal
year just closed. The British Government will prob-
ably find its problems in this matter more diffi-
cult during the coming twelve months, especially
if current plans for larger armaments are carried
into effect. There has been much exaggeration in
some accounts of the progress Great Britain is said
to have made out of the depression, but the fact
remains that the British Government is living
within its income, a feat we have no doubt we could
also accomplish within a relatively brief space of
time if we were determined to do so. Instead, the
Administration at Washington is apparently un-
alterably convinced that the only way to revive busi-
ness is by the route of continued Treasury deficits.

How Long Can It Last?

There is little wonder that serious minded busi-
ness men are repeatedly asking themselves just how
long a country, even a country as wealthy in re-
sources and men as the United States, can continue
to keep the wheels of business revolving under con-
ditions of this sort. The situation is indeed
anomalous. The Government through such agencies
as the Home Owners Loan Corporation and the
Federal Farm Mortgage Corporation, is, and
has been for a good while, actively engaged in the
task of reducing the volume of private debts. Quite
in consonance with this general policy is the atti-
tude of other governmental bodies toward the rail-
roads and their indebtedness. The railroad
reorganization act was designed primarily to
facilitate reduction in the obligations of the car-
riers. During the past week the Supreme Court,
in upholding that law, and in calling upon the
courts and others concerned to act promptly and
vigorously in carrying reorganization plans through
to completion under the act, is believed by many
to have given a stimulus to the whole program of
reducing the indebtedness of the railroads. There
are a number of provisions of the law in question
which seem to us of very doubtful wisdom, and we
had hoped for this reason that the Supreme Court
would take a different position regarding its con-
stitutionality. But the law is on the statute book,
the Supreme Court has now declared it valid, and
encouragement is being given in Washington to
reorganizations under it.

The Frazier-Lemke Act concerning farm mort-
gage foreclosures was likewise designed to aid in
the reduction of farm indebtedness without permit-
ting the debtor to lose his property. A Federal
Circuit Court of Appeals this week reversed a rul-
ing of a Federal District Court and upheld the
validity of this Act, which seems to us to be clearly
unjust and mischievous in several of its provisions.
But however all that may be, it is an Administra-
tion measure and as such is a part of the program
for debt reduction. Reorganization of banks
through the operations of the Reconstruction
Finance Corporation and the Comptroller’s office
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were usually accompanied, and are now being
accompanied, by reduction of deposit claims, that
is to say the debts of the banks.

Encouraging Indebtedness

Yet despite this many-sided campaign for debt
reduction the Government itself is not only in-
creasing its own debts upon a wholly unprecedented
scale, but is glorying in the fact. It is moreover
constantly chiding members of the business com-
munity for not taking an active part in efforts to
increase private indebtedness both at the banks and
elsewhere. It has under way, as far as it has been
able with the utmost effort to set it in motion, a
large scale campaign to induce thousands and even
millions of people to become further indebted for
the purpose of home construction, going so far in
the matter as to guarantee in substantial part the
loans thus made. It is doing all it can to enlarge
borrowing by the business community from the
Reconstruction Finance Corporation and the Fed-
eral Reserve banks. There has been a good deal of
discussion of late in Washington about the Gov-
ernment undertaking to finance wholesale purchase
of land by farm tenants, a process that without
direct Government assistance is primarily respon-
sible for the existing volume of farm mortgage in-
debtedness. Both this Administration and the one
preceding it have taken steps to increase enormously
the excess reserves in order that banks may be
given every inducement to encourage further bor-
rowing on the part of the public.

The direct effect of all this to the present moment
is seen chiefly, first, in a somewhat enlarged vol-
ume of activity in industries producing consumers’
goods, a revival, if it may be so termed, obviously
resting upon the expenditure by the Government
of funds it borrows primarily from the banks and
provided not from the savings of the people but
from inflationary credits; and, second, in a purely
artificial and highly unhealthy bond market.
High prices for bonds, however, are not, except
for the operations of the Government itself and of
other political borrowing units, resulting in the
sale of new issues. The effect is rather that of
raising the prices and reducing the yield of exist-
ing obligations. It is of course providing sound
companies with the opportunity to save interest
charges at the expense of the investor, but it is not
achieving what such changes in interest rates nor-
mally do in the economic system, namely, encourage
business to enlarge its capital equipment. Condi-
tions are such that only a very few specially favored
industries and a few other venturesome souls care
to embark upon new projects at this time.

Obviously a situation of this sort cannot last
forever. There is no real health in it. The view
that bonds must continue to rise in price for years
to come and remain more or less permanently
higher for the simple reason that we have so
manipulated the monetary and credit mechanism
as to make higher prices technically possible, and
incidentally to set up forces which tend to induce
competitors to bid constantly against one another
for the existing supply of such obligations, does
not impress us as sound. It may be true, from all
appearances it is true, that there is small likelihood
of the Government’s altering its policies in these
respects for a good while to come. All this may
well be the fact, and yet there are a dozen ways
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in which the bubble might be, and sooner or later
will be, pricked. Just what will ultimately happen
to stop the processes thus set in motion, and just
when it will occur, are beyond the ken of ordinary
mortals. But we may feel assured that there will
be an end, and an uncomfortable end, to it all.

Two Possibilities

Two possibilities are discernible at present. One
of them is found in the plain disposition of many
members of the Senate to hesitate in repeatedly
granting enormous funds to the President to be
dispensed entirely at his own discretion. The other
is seen abroad in the action of Belgium in drastically
reducing the gold content of its currency, and in
the apparent prospect that a number of other coun-
tries will sooner or later take similar steps. Con-
gress, if it would go far enough in restraining the
President, and at the same time substitute rational
programs for those now in effect, could set us back
on the road to real recovery, whatever might be
the temporary results of curtailed public expendi-
tures. Should foreign countries so manipulate
their currencies in terms of gold as to set up a
flow of the metal from our shores, the sitnation
would probably become rather grave here, the exact
outcome depending upon what action our own Gov-
ernment took. But of one thing we may be sure:
whether either of these factors or both shall prove
to be of serious importance, the situation as it
now stands both in general business and in the
bond market has little or no real health in it and
will sooner or later succumb to the force of natural
economic law.

Federal Reserve Bank Statement

UE partly to an increase in currency circulation
and partly to National bank preparations for
retirement of their circulating notes, reserve de-
posits of member banks again show a sharp reces-
sion in the current condition statement of the 12
TFederal Reserve banks, combined. The recession in
the deposits in the week to April 3 was no less than
$92,175,000. Large declines also appeared in the
three preceding weeks, chiefly because of income tax
payments, and the shrinkage in the last month
amounts to $395,000,000. But the reserve deposits
of member banks still aggregate $4,192,954,000, and
at this level excess reserves over requirements are
estimated at approximately $1,800,000,000. It is
not necessary to point out the dangers of almost
indefinite credit expansion inherent in any such
total. The decline in member bank deposits, more-
over, is compensated almost exactly by an increase
in Treasury deposits with the Federal Reserve banks
on general account, and as the Treasury funds are
disbursed they will find their way back into member
bank balances. Of more than ordinary interest at
the present time are the arrangements so speedily
being made by many large National banks for elimi-
nation of their liability on their currency notes.
The circulation privilege has been of little value to
such banks in the last year or two, but it was main-
tained because of the potential future value. Now
that the Treasury has called for redemption all the
circulation bonds and is terminating the temporary
circulation privilege of other Treasury bonds with
coupons up to 334%, no further reason exists for
payment of the %% tax, and legal tender is being
deposited with the Treasury to eliminate the lia-
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bility. When the Treasury redeems the 29 consols
and Panama Canal bonds, July 1 and Aug. 1, reserve
balances of member banks can be expected again to
increase sharply.

The shift of member bank balances to the Treasury
did not change total deposits greatly, the figure fall-
ing only to $4,897,068,000 on April 3 from $4,919,-
066,000 on March 27. Federal Reserve notes in
actual circulation showed the unexpectedly large
increase of $43,959,000 to $3,174,531,000, this being
considerably more than might be looked for on
account of the ordinary month-end demand for cur-
rency. Also somewhat anomalous is a large deposit
of gold certificates by the Treasury with the Federal
Reserve banks. The Treasury assuredly is not in
need of cash, since the balance with the Federal
Reserve on general account is no less than $473.-
679,000, but, on the other hand, recent acquisitions
of gold have not been compensated by gold certifi-
cate deposits. The certificate holdings of the System
this week advanced to $5,593,721,000 from $5,567,
025,000, whereas the increase in the monetary gold
stock was only $5,000,000. The month-end drainage
of cash reduced this form of reserves to $236,131,000
on April 3 from $253,500,000 on March 27, and total
reserves thus advanced only to $5,847,477,000 from
$5,835,233,000. The increase in circulation liabili-
ties outweighed the drop in deposit liabilities and
the increase in aggregate reserves, and the ratio fell
to 72.4% from 72.5%. Discounts by the System
dropped to $6,391,000 from $7,678,000, while indus-
trial advances continued their slow advance and
moved up to $21,073,000 from $20,785,000. Open
market bill holdings were $2,000 lower at $5,304,000,
and United States Government security holdings
increased $514,000 to $2,430,819,000.

Corporate Dividend Declarations

IVIDEND declarations announced the current
week are largely of a favorable nature and
include a few of a noteworthy character. American
Smelting & Refining Co. declared a dividend of $4.50
a share on account of accumulations on the 6% pre-
ferred stock, payable June 1; on March 1 last $3 was
paid on account of accruals; after the June 1 pay-
ment accumulative dividends will aggregate $10.50
a share. American Rolling Mill Co. declared a divi-
dent of $9.50 a share on the 6% cumulative preferred
stock, payable April 15, which, together with $2 a
share previously declared, payable the same date,
clears up all arrearages on this issue. American
Water Works & Elec. Co. declared a dividend of 20c.
a share on the common stock, payable May 15; in
previous quarters 25c. a share was paid.

Business Failures in March

HE record of insolvencies in business lines con-
tinues at a very low range as it has for the past
year or longer. Business failures in the United
States during the month of March, according to the
records of Dun & Bradstreet, numbered 976, with
total liabilities of $18,522,840, compared with 1,005
similar defaults in February for $18,737,657 of in-
debtedness, and 1,102 in March 1934, involving
$27,227,511. Losses on account of business failures
have been relatively small since the middle of 1934.
The total number of defaults reported during that
time was 8,773, against 11,099 for the correspond-
ing nine months of the preceding year. The de-
cline during the latest period was 2,326, equiva-
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lent to a reduction of 21.0 per cent. The figures
given above for the nine months’ period in 1933-34
are by no means a record total, for in the same nine
months, July to March, inclusive, in 1932-33, there
were 21,634 business failures reported. Liabilities
for the nine months, July to March 1934-35,
amounted in the aggregate to $168,538,610, against
$254,817,493, the total for the same time in the pre-
ceding year, a decline in the latest period of 33.9
per cent. :

The improvement that is shown in the report for
March this year is indicated by the reduction in
the number of failures in that ,month from the pre-
ceding year, which was 11.4 per cent. The manu-
facturing division made a relatively better improve-
ment last month in the failure report, than the
large trading division. This was a reversal from
conditions as they appeared in some of the earlier
returns of business defaults. There were 223 fail-
ures in March this year in manufacturing lines with
liabilities of $6,842,092. For the trading class,
654 defaults were reported for $6,674,817 of in-
debtedness, while for the third class, mainly agents
and brokers, the number was 99 owing $5,005,931.
In March 1934, failures in the manufacturing divi-
sion numbered 301 for $12,239,398 of indebtedness;
in the trading division 695 owing $10,107,625 and
for the third division, 106 for $4,880,488 of lia-
bilities.

By geographical sections the number of business
defaults in March this year was quite reduced in
the West. Separating the report by Federal Re-
serve districts, the Chicago territory shows much
the largest reduction. The number was also
smaller in the Minneapolis and Kansas City dis-
tricts; also, for the Cleveland District, which ad-
joins that of Chicago on the east. In New Eng-
land a small reduction appears; also, in the South
for the Atlanta and Dallas districts. For the Pacific
Coast, failures were reduced last month. Eight of
the twelve Federal Reserve districts record a de-
cline. For New York, Philadelphia, Richmond and
St. Louis districts, there were increases, which
were small except for the Philadelphia District. For
all of the twelve districts, excepting Richmond,
liabilities showed a reduction last month.

The New York Stock Market

ALTHOUGH movements of equity prices again
were irregular in the New York market this

week, advances were larger and more sustained than
the recessions and a general improvement of some
importance is to be noted as a net result of the week’s

trading. Turnover was very modest and averaged
hardly more than 500,000 shares in the sessions from
Monday to Thursday, inclusive, while an increase
finally appeared yesterday. The long period of
dulness was reflected, Wednesday, in the sale of g
seat on the New York Stock Exchange at $65,000,
the lowest price recorded since 1919. Price changes
on Monday were small, the markets being faced by
the week-end devaluation of the belga and permis-
gion by the Interstate Commerce Commission for a
temporary advance by Class I railroads in long-haul
freight rates. Some disappointment was occasioned
by the refusal to grant the general increase in rates,
which it had been estimated would produce about
$150,000,000 of added annufll revenues for the hard-
pressed carriers. But the temporary increase may
provide as much as $85,000,000 of revenue, and it
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is at least a partial offset to the restoration last
Monday of the final 5% wage cut. Railroad stocks
were in quiet demand in these circumstances, Mon-
day, and some small gains also appeared in utility
and industrial issues. Changes on Tuesday again
were small and mostly in the direction of lower
levels. Railroad shares lost most of their previous
gains, and they were joined in the down-swing by
motor and metal stocks. There was no change in
the situation on Wednesday, most securities drift-
ing fractionally lower in an idle market. But sugar
stocks improved on a better statistical showing for
that industry. Demand for stocks improved on
Thursday, and prices of almost all groups were
marked upward. Utility shares led the advance,
owing to increasing opposition to the Wheeler-Ray-
burn bill for the elimination of utility holding com-
panies. Good gains also appeared in other sections,
however, with the exception of motor and metal
stocks. The upswing was continued more vigorously
yesterday, fairly large gains being recorded in all
departments of the market on a much better volume
of trading.

United States Government securities were quiet in
the listed bond market, with a persistent upward
tendency that carried quotations close to the best
previous levels. High-grade corporate bonds were
firm, while secondary rail liens enjoyed a steady
advance, since these securities have most to gain
from the temporary increase of freight rates granted
the carriers. Gold country bonds improved in the

foreign section until Thursday, when heavy forward
discounts on guilders and Swiss francs renewed the
uncertainty as to the future of the gold bloc. The
foreign exchange market was, in fact, a primary

influence in all markets for securities. The belief
spread rapidly late this week that early devaluation
of the guilder and the Swiss franc impends, but such
developments long have been anticipated, and while
inflationary sentiment was increased in some gquar-
ters, most observers took the view that devaluation
by all members of the gold bloc would bring nearer
the much-desired general conference for monetary
stability. In the commodity markets movements
were small and irregular until Thursday, when a
substantial advance occurred. Trends in the indus-
trial reports of the week were not uniform, but, in
general, it may be said they reflect no important
changes. Steel-making for the week ending to-day
was estimated last Monday by the American Iron
and Steel Institute at 44.4% of capacity against
46.1% in the preceding week. Production of electric
power in the week to March 30, as reported by the
Tdison Electric Institute, was 1,712,863,000 kilowatt
hours against 1,724,763,000 kilowatt hours in the
previous period. Car loadings of revenue freight
totaled 617,485 cars in the week to March 30, an
increase of 9,705 cars over the preceding week, the
American Railway Association reports.

As indicating the course of the commodity mar-
kets, the May option for wheat in Chicago closed
yesterday at 9494c. as against 94l4c. the close on
Friday last week. May corn at Chicago closed
yesterday at 841je. as against 79%4c. the close on
Friday of last week. May oats at Chicago closed
Yesterday at 479%ec. as against 443gc. the close on
Friday of last week. The spot price for cotton here
in New York closed yesterday at 11.20c. as against
11.30c. the close on Friday of last week. Domestic
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copper closed yesterday at 9c., the same as on Friday
of last week.

In London the price of bar silver was 28 5/16
pence per ounce as against 277z pence per ounce on
Friday of last week, and spot silver in New York
closed yesterday at 613/c. as against 6034c. In the
matter of the foreign exchanges, cable transfers on
London closed yesterday at $4.841/ as against $4.81
the close on Friday of last week, while cable trans-
fers on Paris closed yesterday at 6.581%c¢. as against
6.5834c. the close on Friday of last week. On the
New York Stock Exchange 86 stocks touched new
high levels for the year and 111 stocks touched new
low levels. On the New York Curb Exchange 78
stocks touched new high levels and 62 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 247,240
shares; on Monday they were 444,890 shares; on
Tuesday, 532,388 shares; on Wednesday, 529,418
shares; on Thursday, 560,140 shares, and on Friday,
1,213,500 shares. On the New York Curb Exchange
the sales last Saturday were 55,618 shares; on Mon-
day, 76,144 shares; on Tuesday, 115,759 shares; on
Wednesday, 94,200 shares; on Thursday, 127,385
shares, and on Friday, 257,835 shares.

Trading volume on the Stock Exchange the
greater part of the week was very limited, with the
price range rather narrow. Despite the dulness of
the market, some improvement was discernible, and
on Thursday prices advanced in moderate trading.
This was followed by a brisk rise on Friday, and
prices closed yesterday at higher levels than for
the same day a week ago. General Electric closed
yesterday at 227g against 2215 on Friday of last
week ; Consolidated Gas of N. Y. at 2075 against 20;
Columbia Gas & Elec. at 654 against 534 ; Public
Service of N. J. at 2614 against 25; J. I. Case Thresh-
ing Machine at 5014 against 493 ; International
Harvester at 3714 against 3673 ; Sears, Roebuck &
Co. at 35 against 333/ ; Montgomery Ward & Co. at
2414 against 2314 ; Woolworth at 5434 against 53%;
American Tel. & Tel. at 10455 against 10214, and
American Can at 117 against 11534.

Allied Chemical & Dye closed yesterday at 13434
against 13214 on Friday of last week; E. I. du Pont
de Nemours at 909 against 8914 ; National Cash
Register A at 1434 against 14 ; International Nickel
at 247 against 2434; National Dairy Products at
141/ against 1334; Texas Gulf Sulphur at 2934
against 30; National Biscuit at 247 against 24;
Continental Can at 707 against 70%5; Eastman
Kodak at 12214 against 11934 ; Standard Brands at
1514 against 1414 ; Westinghouse Elec. & Mfg. at 37
against 359 ; Columbian Carbon at T4 against 73;
Lorillard at 1954 against 197/ ; United States Indus-
trial Alcohol at 3814 against 37; Canada Dry at 934
ex-dividend against 834 ; Schenley Distillers at 25
against 25, and National Distillers at 2734
against 2714.

The steel stocks advanced in keeping with the gen-
eral trend of the market. United States Steel closed
yesterday at 2974 against 2834 on Friday of last
week ; Bethlehem Steel at 2534 against 2414 ; Re-
public Steel at 1075 against 1014, and Youngstown
Sheet & Tube at 15145 against 1414. In the motor
group Auburn Auto closed yesterday at 1714 against
1654 on Friday of last week ; General Motors at 283/
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against 277 ; Chrysler at 35 against 3334, and Hupp
Motors at 34 against 11%4. In the rubber group,
Goodyear Tire & Rubber closed yesterday at 1793
against 17 on Friday of last week; B. F. Goodrich
at 814 against 814, and United States Rubber at 1193
against 11.

The railroad shares also record gains for the week.
Pennsylvania RR. closed yesterday at 1935 against
1814 on Friday of last week; Atchison Topeka &
Santa Fe at 3914 against 3614 ; New York Central
at 1454 against 13 ; Union Pacific at 88 against 843/ ;
Southern Pacific at 1414 against 1334 ; Southern
Railway at 1014 against 8%, and Northern Pacific
at 1514 against 137%. Among the oil stocks, Stand-
ard Oil of N. J. closed yesterday at 3834 against 3714
on Friday of last week ; Shell Union Oil at 7 against
55, and Atlantic Refining at 2375 against 2215. In
the copper group, Anaconda Copper closed yesterday
at 1034 against 1014 on Friday of last week ; Kenne-
cott Copper at 1634 against 1575; American Smelt-
ing & Refining at 3335 against 3334, and Phelps
Dodge at 151/ against 1414.

European Stock Markets

RREGULAR price movements were the rule this
week on stock exchanges in all the leading Euro-
pean financial centers. The London Stock KEx-
change made good upward progress in the early
sessions of the week, owing principally to the good
results of the British financial year, which closed
March 31. Continental exchanges were unsettled at
all times, and the British market also became un-
certain Thursday, when indications appeared of

heavy pressure against the monetary units of the
Dis-

few countries remaining in the gold bloc.
counts on forward commitments in guilders were
especially heavy, and the central bank of The
Netherlands found it advisable to raise its discount
rate to 31%% from 21%4% in an effort to attract

funds. Swiss franes likewise fell to a substantial
discount on forward contracts. These develop-
ments were generally accepted as foreshadowing
further defections from the gold bloe¢, even though
the Governors of the Dutch and Swiss central banks
issued statements to the effect that no devaluation
is contemplated. In France, also, the monetary
question has become acute and several debates were
held in the Chamber of Deputies on the matter.
Assurances were given, Wednesday, that French
mints would start immediately to coin 100-franc
gold pieces, but it was not stated that they would
be placed in circulation. In a debate on Thursday,
Government spokesmen described the condition of
the French Treasury as excellent. The monetary
influence remains a depressing one on all markets,
with London less affected than the continental
centers. There were some indications of improved
industrial production in Europe, owing mainly to
increased manufacture of armaments.

Trading on the London Stock Exchange was ex-
tremely quiet in the initial session of the week, but
the tone was firm in most sections owing to the
week-end announcement of a comfortable budget
surplus for the financial year. British funds showed
good fractional gains, and most industrial issues
likewise improved. Gold mining stocks advanced
easily on reports that earnings are exceeding ex-
pectations. German and Japanese bonds dipped
in the foreign section, but other international
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securities were firm. There was little increase in
business on Tuesday, but the good tone in British
funds was maintained. A number of good features
again appeared in the industrial section, while
movements in the international group were
irregular. In a further quiet session on Wednesday
some profit-taking made its appearance in British
funds, but the lower levels attracted renewed in-
vestment demand and closing figures showed only
nominal changes. In the industrial section ad-
vances predominated, with heavy industrial issues,
motor and chemical stocks in best demand. Gold
mining stocks advanced, but international securities
were hesitant. Uncertainty in the gold bloc ex-
changes caused declines in the London market
Thursday. British funds were fractionally lower,
while some industrial stocks showed sizable re-
cessions. Some gold mining securities advanced
easily, but others were dull. International issues
were well maintained. After a dull opening yester-
day, small advances were recorded in British funds
and a few industrial issues, but others dropped.

On the Paris Bourse the week started with a sharp
advance in rentes and equally heavy recessions in
stocks. These movements were a reversal of
previous tendencies, which were occasioned by
apprehensions of inflation. The devaluation effected
in the belga was less than had been expected, and
more confidence was felt in French Government
securities, which gained a franc or more. French
equities were liquidated and international securities
also fell sharply. In Tuesday’s dealings rentes
again advanced, but equities and international
securities were uncertain. French bank stocks and
railroad shares were better, while others declined.
New advances developed in rentes on Wednesday,
owing largely to the statement that coinage of gold
would be resumed by French mints. There was
better demand for most French stocks as well, while
international issues were inactive but firm. Weak-
ness in Dutch and Swiss currencies caused much
uncertainty on the Bourse, Thursday, and quota-
tions sagged in all departments. Rentes declined
only a little, but larger recessions appeared in
French equities and international securities. Move-
ments yesterday were irregular, with dealings small,
as most attention was centered on the foreign ex-
changes.

The Berlin Boerse was active Monday, with stocks
in good demand owing to rumors that some formal
action for devaluation of the mark may be taken by
Jerman authorities. Advances ranged up to five
points in the more active industrial issues, while
issues of firms capable of manufacturing arms also
were in the forefront of the movement. Bonds were
dull. After a firm start on Tuesday, prices became
uncertain on the Boerse and some stocks closed with
But others again were marked up-
ward, with advances sharp in a few instances. No
interest was taken in fixed-interest securities. The
German market was stimulated, Wednesday, hy a
number of favorable dividend declarations, and
modest advances were general. Activity was well
sustained throughout the day and indicated greater
public interest in stocks. Tixed-income issues were
firm. TIn a quiet session on Thursday most move-
ments were toward lower levels, as the international
monetary situation proved disconcerting. Tosses
were small, however, and a few advances also were

small losses.
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registered. The recessions were continued yester-
day, owing to the widespread monetary unsettle-
ment.

Belgian Devaluation

DEPRE CIATION of the Belgian currency by gov-
ernmental decree was completed, for the time
being, when the Cabinet headed by Dr. Paul Van
Zeeland announced last Sunday that a devaluation
of 289 would be made effective immediately. Ap-
proval of the new Premier’s proposal for a devalua-
tion of between 25 and 30% was voted by the Cham-
ber of Deputies and the Senate, successively, the
Senate providing far more support for the policy
than the Chamber. Belgian markets, closed late
last week in preparation for the measure, were per-
mitted to reopen on Monday, and a sweeping ad-
vance in share prices on the Brussels Bourse
promptly developed. Equities were up an average
of 20%, while heavy buying of bonds also occurred.
As against its former valuation of 23.54c., the belga
now is equivalent to 16.95¢., and the quotation of
the unit in the foreign exchange markets was
brought down approximately to that level early this
week. The gold “profit” from devaluation, which
is taken by the State, was computed at the equiva-
lent of about $150,000,000, and part of this sum is
to be set aside as an exchange equalization or stabil-
ization fund. Although financial markets were per-
mitted to reopen, control of exchange on other coun-
tries will continue to be exercised by the new office
established for that purpose, and gold movements
will be controlled as well. In statements to the Bel-
gian people, last Sunday, Premier Van Zeeland de-
clared that devaluation would not affect commodity
prices within the country or the cost of merchandise
at retail, as large stocks of goods were available.
But it was noted on Monday that advances of 10 to
259% in prices of commodities and consumption
goods were effected almost immediately.
Repercussions of the Belgian devaluation were not
long in developing elsewhere. The little neighbor-
ing country of Luxemburg, where Belgian francs
circulate equally with Luxemburg franes, announced
on Monday a reduction of 1 % in the value of its
currency. After some debate, it was decided to con-
tinue for the time being the Belgo-Luxemburg eco-
nomic union. Gold began to flow heavily from the
European continent to the United States late last
week, and the movement continues. The French
Government renewed its assurances that no devalua-
tion of the French franc will be undertaken. With
the indicated intention of putting a stop to rumors
of TFrench devaluation, Premier Pierre-Etienne
Flandin announced on Tuesday that the minting of
gold coins will be resumed. In press reports from
Paris it was noted that the Premier refrained from
stating that such coins will be permitted to circulate,
and the declaration was viewed as only an attempt
to inculcate confidence. In some quarters it was
intimated that the gold coins might possibly be
utilized to service a new internal'loan, to which sub-
scriptions undoubtedly would be stimulated by such
measures. No great concern over the Belgian de-
valuation was felt in British or American financial
and trade circles. There was obvious relief in Eng-
land that a deeper cut in the value of the belga had
not been made, and it was pointed out that extraor-
dinary steps to combat the competition of Belgian
goods, cheapened internationally in this way, prob-
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ably would prove unnecessary. Close study was
given the position in Washington, where the new
Belgian reciprocal trade treaty was declared effec-
tive. It was contended that the degree of devalua-
tion announced will not seriously affect the
agreement.
American Trade Policy
LARIFYING announcements regarding the
trade policy to be pursued by the United States
Government under the special reciprocal tariff pow-
ers granted President Roosevelt by Congress last
year were issued in Washington this week. In con-
junction with a Presidential proclamation making
effective within 30 days the reciprocal treaty signed
with the Belgo-Luxemburg economic union on
Feb. 27, the President indicated, by means of instruc-
tions to the Treasury, the extent to which the tariff
reductions provided in that agreement will be
granted to other countries. These instructions,
made public on Monday, divide the countries of the
world into three groups as concerns the enjoyment
of the tariff reductions. The lower rates will be
applied on products from the first group, which in-
cludes Canada, The Netherlands, Spain, Switzerland
and Liechtenstein, until six months after the date
they go into effect, as it is expected that special
agreements with all these countries will have been
negotiated in the meantime. To products from the
second group, which takes in Denmark, Germany,
Italy and Portugal, the reductions will apply only
until 30 days after the United States no longer is
bound by the respective most-favored-nation treaties.
The third group embraces all other countries, and
they are to receive the benefit of the reductions until
and unless some modification is made.

Secretary of State Cordell Hull followed this an-
nouncement on Tuesday with a declaration that
France will be removed from the list of countries
enjoying the tariff reductions accorded in the treaty
with Belgium, unless the French Government drops
its policy of discrimination against American goods.
Under the French system of maintaining a double
set of tariff rates, with the minimum scale applied
to countries that accord special privileges to France,
American goods are entered at the higher duties.
Some negotiations for eliminating the inequalities
already have taken place, Mr. Hull disclosed. Unless
equality of treatment is accorded American mer-
chandise by France, that country will be placed
first on the so-called American “blacklist” of coun-
tries practicing discrimination and not entitled to
share in the reductions negotiated in the reciprocal
agreements. Mr. Hull also made it known, Tuesday,
that signatures had been attached that day to a pro-
visional commercial agreement between the United
States and Czechoslovakia, under which each coun-
try guarantees the other unconditional most-favored-
nation treatment and equitable consideration in re-
gard to exchange and quota allotments.

British National Finances

ERMINATION of the British financial year
with a budgetary surplus of £7,562,000 was
announced last Sunday by Chancellor of the Ex-
chequer Neville Chamberlain, and the British Gov-
ernment thus adds to its enviable record of balanced
budgets during the depression and a slow decrease
of the national debt. In sharp contrast with the
performance of the British Government is the prac-
tice of the United States and almost all other govern-
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ments in steadily adding to the enormous indebted-
ness and the problems thus engendered. The British
budgetary surplus of £7,562,000 for the year ended
March 31 1935 is considerably lower than the excess
of £31,148,000 for the preceding year. But, on the
other hand, it far exceeds the estimate of a £796,000
surplus made when the budget was presented a year
ago. Actual revenues for the year were £716,441,000
against the estimate of £706,520,000, while the
actual expenditures amounted to £708,879,000
against the estimate of £705,724,000. The chief
reason for higher revenues than anticipated was a
heavier return on the income tax than had been
anticipated in view of the reduction of the standard
rate to 20% from 22149%. Death or estate duties
likewise exceeded expectations. Customs duties
were almost exactly equal to the estimate, but some
falling off from the estimates was noted in the stamp
duties and post office receipts. Actual results of
the fiscal year were much better than the ordinary
surplus of £7,562,000 would indicate. No provision
for debt retirement was made in the budget, but
£12,000,000 actually was allotted for debt redemp-
tion, this sum being realized from savings in interest
rates made possible through the numerous debt
refunding transactions of the year. The budgetary
surplus will be applied to debt retirement, which
means a debt reduction of almost £20,000,000 as a
result of the year’s operations. Chancellor of the
Exchequer Chamberlain will present the budget for
the current fiscal year on April 15.

European Alignments

HE European diplomatic machinery continued
to whirl speedily this week, as the statesmen
of all leading countries gave further consideration
to the effects of the German rearmament plans. No
definite indications are yet available of the results
of conversations in Berlin between Chancellor Hitler
and the British Foreign Secretary, Sir John Simon.
It was stated in the House of Commons last week
that “serious differences” appeared in these talks,
and the further disclosure was made last Saturday
that Herr Hitler had boasted of a German air force
equal to that of Great Britain. A curious diplo-
matic incident was occasioned when the German
Embassy in London issued a denial that such state-
ments had been made by the German Chancellor.
The British Foreign Office protested the denial, and
it was immediately withdrawn. When questioned on
the matter in the House of Commons on Wednesday,
Sir John Simon confirmed that Herr Hitler had
made this statement in a general sense, but he re-
fused to be drawn into a further discussion. Sir
John also declined to set a date for a full-dress
debate on the situation. In London, however, en-
deavors were made this week to curb the inter-
national criticism of the German rearmament. It
was pointed out that too much stress is being laid
on the negative side of the Berlin conversations and
too little on the positive side, which appear to in-
clude a German willingness to reduce armaments
proportionately with other nations, and a system of
international armaments inspection and control.
Austria decided on Wednesday to follow the Ger-
man example and rearm, notwithstanding the clauses
in treaties with Vienna prohibiting armed strength
beyond a mominal police force, and the European
diplomatic scene was beclouded additionally by this
occurrence. After a protracted Cabinet meeting,
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Chancellor Kurt Schuschnigg issued a brief com-
munication to the effect that the “granting to Aus-
tria of full equality was a self-evident supposition.”
No indication was given of the extent to which the
Austrian army of 30,000 men will be increased, but
the usual comments were made to the effect that the
enlarged force will be devoted exclusively to “the
maintenance of order within Austria, and to the
control of her frontiers.” It is now held likely that
other countries that were defeated in the World War
and stripped of their armed forces will engage in
rearmament. Nor is the movement for enlarged
forces confined to the defeated Central European
States. France took steps this week for substantial
increases in her air force, and it was held possible
that 160,000 French conscripts due to be released
soon from service will be retained for the time being.

Diplomatic discussions were carried on directly,
meanwhile, in Moscow, Warsaw and Prague, where
Captain Anthony Eden, the British Lord Privy Seal,
sounded out the views of the Russian, Polish and
Czechoslovakian authorities. Captain Eden at-
tended the Berlin meeting last week, and from the
German capital he went to Moscow, where long talks
were held over a period of four days with Foreign
Commissar Maxim Litvinoff and the Soviet dic-
tator, Joseph Stalin. At the conclusion of these
negotiations, Monday, a communication was issued
to the effect that all the principal elements in the
present international situation had been surveyed
in “an atmosphere of complete friendliness and
frankness.” It was held to be “more than ever neces-
sary to pursue the endeavor to promote the building
up of a system of collective security in Europe, in
conformity with the Anglo-French memorandum of
Feb. 3 and the principles of the League of Nations.”
The proposed Eastern Locarno pact does not aim at
the isolation or encirclement of any State, but at
the creation of equal security for all participants,
and the participation of Germany and Poland would
be welcomed, the British and Russian officials
agreed. No conflict of interest was found between
the two governments on main issues of international
policy, and they expressed an intention for fruitful
collaboration in the cause of peace. In Moscow dis-
patches it was indicated that plans for enlarging the
commerce between Great Britain and Russia also
were discussed.

From Moscow Captain Eden went direct to the
Polish capital, where he conferred Tuesday and
Wednesday with Marshal Josef Pilsudski, the Polish
dictator, and Foreign Minister Josef Beck. But he
failed to elicit the desired Polish assurances of ad-
herence to the proposed Eastern Locarno treaty of
mutual assistance. A brief statement issued at the
close of the conversations indicated merely that the
talks had been purely informative and been carried
on in a sincere and friendly atmosphere. Warsaw
dispatches state that the Poles find themselves in a
dilemma in the present situation, since they desire
to maintain friendship both with Russia and Ger-
many and thus prevent, if possible, any clagh on
their own soil between these Powers if war should
develop in the future. Captain Eden went to the
Czechoslovakian capital on Thursday, and there held
brief but satisfactory conversations with Dr. Ed-
ouard Benes, the Foreign Minister. A statement in-
dicated that “the two Ministers agreed on the iden-
tity of the political aims of their governments con-
cerning the safeguarding of general peace and their
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gincere and firm attachment to the policy of the
League of Nations.” Captain Eden departed by air-
plane late Thursday for London, and in the British
capital all aspects of the position were considered
in an extensive Cabinet meeting yesterday.

Results of all these exchanges are to be surveyed
beginning next Thursday in a conference at Stresa,
Italy, to be attended by Sir John Simon for England.
Premier Benito Mussolini for Italy, and Foreign
Minister Pierre Laval for France. Preparations for
the Stresa conference already are in progress, and
the discussion may well be of supreme importance.
In French circles no secret is made of a desire to
encircle Germany with a “ring of steel,” to be forged
by means of a system of alliances embracing all the
neighboring States of the Reich. British authori-
ties, on the other hand, are known to favor a “Pan-
European” system of security, open to all nations
and directed against none. The position of Italy
remains somewhat obscure, but a lengthy statement
in the personal organ of Premier Mussolini this week
contained a warning that not too much is to be
expected of the Stresa conference. French officials
have intimated that failure to secure the desired
ring around Germany will cause Paris to make a
military alliance with Moscow. Plans already have
been made for a visit by Foreign Minister Laval to
Moscow, and in view of the recent Polish leanings
toward Germany, it is interesting to note that War-
saw invited M. Laval to call there on his trip to the
Russian capital. Indicative of the general concern
felt in BEurope regarding all these developments was
a meeting of the three Scandinavian Premiers at
Copenhagen, Tuesday, at which they discussed the
situation.

Memel and Danzig

INT]CI{N;\TIONAL incidents have been occasioned

recently in several of the small territories border-
ing on Germany that were taken from her in the
World War settlement, even though the populations
are overwhelmingly Teutonic. The recent trial of
126 Nazis in the nominally autonomous strip con-
taining the town of Memel resulted in the conviction
by Lithuanian authorities of most of the accused,
who were guilty of spreading Nazi propaganda and
agitating for a return of the territory, which lies
between Lithuania and East Prussia, to the Reich.
It was disclosed in the House of Commons, in Lon-
don, Monday, that the British, French and Italian
Governments had joined in a protest to Lithuania,
which stated that “the present situation in the
Memel territory is incompatible with the principles
of autonomy granted the Territory by statute.” The
Lithuanian authorities already have indicated that
in their reply they will declare that Germany is
responsible for all the difficulties in Memel, and
possibly that they will ask for recognition by the
Powers of unconditional Lithuanian sovereignty.
In the Free City of Danzig, which lies at the Baltic
end of the Polish corridor, elections are to be held
to-morrow and a vigorous campaign for rule by
Nazi adherents has been waged. The German Nazis
have indicated clearly their desire to regain sov-
ereignty over the city, and some of the expressions
caused concern in Poland. It was indicated in War-
saw, Wednesday, that a protest may be made to
Berlin regarding some of the comments, which ap-
pear to conflict with the German-Polish agreement
not to raise the issue for at least 10 years.
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Italy and Ethiopia
WHATI‘JVER the designs of the Italian Govern-
ment may be in connection with Abyssinia,
it is becoming apparent that any war-like adventures
would meet with a good deal of opposition, both in a
military and a diplomatic sense. Reports from Suez
state that Italian troops passing through the canal
on their way to the Italian colonies which are con-
tiguous to Abyssinia appear to be far fewer in num-
ber than Rome dispatches indicated. This probably
means that the troops were diverted to the Italian
North African colonies, pending some clarification
of the general European outlook. That the basic
intentions of Italy are unchanged is assumed by
European observers because of a statement by a
leading Italian official last week intimating that a
further division of Italian troops soon will be dis-
patched to Eritrea and Italian Somaliland. Last
Saturday the Ethiopian Government broke off direct
negotiations with Italy regarding the boundary dis-
pute and the recent border incidents. This action
was followed on Tuesday by a general order for the
mobilization of Abyssinian troops and their concen-
tration on the borders of the Italian colonies, in
order to “ward off the threat from Italy’s East
African forces.” The Ethiopian soldiers received
positive instructions, it was said, to avoid any con-
tacts with the border garrisons of Italy, the troop
movements being entirely for defensive purposes.
Reports from Aden, Arabia, said on the same day
that British authorities are making preparations for
the evacuation of British citizens from Ethiopia in
the event of hostilities. The able correspondent of
the Associated Press in Rome reported last Sunday
a “distinct cooling of the British attitude” toward
Italy’s activities in East Africa. Pointed references
are said to have been made by British diplomatists
to a treaty signed in 1906, in which England, France
and Italy guaranteed the independence of Ethiopia.
The Government at Addis Ababa appears to be tak-
ing all available measures for halting any Italian
“punitive” expedition. In a note to the League of
Nations, published on Monday, the Ethiopian Gov-
ernment demands that the League bring about arbi-
tration of the border dispute.

_H Discount]Rates of Foreign Central Banks

g HE Netherlands Bank raised its discount rate

on April 4 from 2149, to 3149, the former

rate has been in effect since Sept. 18 1933, at which

time it was reduced from 39,. Present rates at the

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

Rate in
Effect
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Rate

Rate in
Effect
Apr.

¥

Country Date
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. 23 1035
. 28 1034
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:
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India..

Oct. 17 1932

Feb. 16 1934
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. 11 1935/
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18 1933 . 311934

1 1935
. 251933
.21 1934
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Jugoslavia .
.||Lithuania__
Norway -..
Poland. .

Portugal. ..
Rumania . _
gouth Africa
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Germany .
Greece .. __
Holland ___

Sweden..__
Switzerland

Dec.
Jan. 22 1931
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o
o
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Foreign Money Rates

lN LONDON open market discounts for short bills

on Friday were 9-169 as against 9-16@24%, on
Friday of last week, and 9-16@%9%, for three-
months’ bills as against} 9-16@2%49, on Friday of
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last week. Money on call in London on Friday was
159,. At Paris the open market rate remains at
214%, and in Switzerland at 1149%,.

Bank of England Statement

HE statement for the week ended April 3 shows

a further increase in gold holdings of £25,909
which brings the total to another record high £193 -
148,997; a year ago the total was £192,095,154.
Circulation expanded £5,551,000, however, with the
result that reserves dropped off £5,525,000. Public
deposits fell off £9,558,000 while other deposits rose
£12,280,654. The latter consists of bankers’ accounts
which increased £13,048,866 and other accounts
which fell off £768,212. The proportion of reserve to
liability dropped sharply to 41.17%, from 45.379, a
week ago; last year the ratio was 43.8879,. Loans
on government, securities rose £8,460,000 while those
on other securities decreased £197,180. Other
securities include discounts and advances which
increased £229,393 and securities which fell off
£426,573. No change was made in the 29, discount
rate. Below are shown the different items compared
with the preceding years:

BANK OF ENGLAND'S COMPARATIVE STATEMENT

April 8
1931

April b

April 3
1935 1933

April 4
1934

April 6
1932

Circulation
Public deposits
Other deposits
Bankers' accounts. [109,673,882(110,883,859(109,598,886
Other accounts...| 40,458,983| 37,070,629| 34,495,482
Governm't securities| 96,097,044| 92,077,738| 82,979,505
Other securities 16,737,024| 15,988,643| 27,166,005
Disct. & advances.| 5,781,511| 5,708,697 11,648,718
i 10,955,513| 10,279,946| 15,517,287 40,910,277| 28,609,002
Reserve notes & coln| 66,157,000| 70,272,737| 65,691,045 36,645,769 48,138,485
Coin and bullion..._|193,148,997(192,095,154|177,360,405/121,437,360|147,023,368
Proportion of reserve
to liabilities 41.17% 43.88% 41.52% 29.74% 46.56 %
Bank rate 2% 2% 2% 3% % 3%

£ £ £ £ £
386,992,000(381,822,417(371,669,360|359,791,591 (358,884,883
-| 10.549,000| 12,128,980| 14,082,962 9,092,816| 9,863,140
150,132,865|147,054,488|144.094,368|113,186.227| 93,506,910
79,542,470 59,506,768
33.643,757| 34,000,142
51,110,906 33,399,684
53,074,407| 39,498/988
12,164,130| 10,889,986

Bank of France Statement

HE Bank of France statement for the week ended
March 29 reveals another increase in gold
holdings, this time of 37,874,078 francs. Total gold
is now at 82,634,668,671 francs, as against 74,613,-
285,081 francs a year ago and 80,408,862,501 francs
two years ago. French commercial bills discounted
and advances against securities record increases of
391,000,000 franes and 19,000,000 francs, while
creditor current accounts register a loss of 909,000,000
francs. Notes in circulation show a large increase,
namely 1,554,000,000 francs. Circulation now
aggregates 83,044,181,760 francs, in comparison with
82,833,379,585 francs last year and 86,096,355,155
francs the previous year. The Bank’s ratio stands
now at 80.299,, compared with 76.779, the cor-
responding period a year ago. A comparison of the
various items for three years appears below:
BANK OF FRANCE'S COMPARATIVE STATEMENT

Changes

for Week Mar. 29 1935 | Mar. 30 1934 | Mar. 31 1935

Francs Francs Francs Francs
+37,874,078(82,634,668,671|74,613,285,081/|80,408,862,501
No change 10,805,849 12,261,148| 2,405,751,537

3,352,436,040

Gold holdings
Credit bals. abr'd..
a French commercial
bills discounted. .
b Bills bought abr'd
Adv. agst. securs___
Note circulation.___
Cred. current accts.

+391,000,000 4,170,837,408| 6,198,319,125
No change | 1.006.738.366| 1,055,678,350| 1,970,518,975
+-19,000,000| 3.119.401,956| 2,972,479,876| 2,714,237,501
+1,554.,000,000{83.044, 181,760|82,833,379,585(86,096,355,155

—909,000,000(19,881,180,528|14,353,670,974/19,084,809,408

Propor'n of gold on
hand tosight liab. —0.47%

a Includes bills purchased in France.

80.29% 76.77% 76.45%
b Includes b illsdiscounted abroad.

Bank of Germany Statement

HE Bank of Germany in its statement for the
last quarter of March records a further in-
crease in gold and bullion, the current advance being
229,000 marks. Gold now aggregates 80,824,000
marks, in comparison with 237,136,000 marks a year
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ago and 738,645,000 marks two years ago. Reserve
in foreign currency, silver and other coin and notes
on other German banks register decreases of 164,000
marks, 95,633,000 marks, and 10,858,000 marks,
respectively. Notes in circulation show an expansion
of 368,225,000 marks, bringing the total of the item
up to 3,663,807,000 marks. Circulation last year
was 3,674,630,000 marks and the previous year
3,619,674,000 marks. An increase appears in bills
of exchange and checks of 502,457,000 marks, in
advances of 8,929,000 marks, in investments of
1,842,000 marks, in other assets of 1,503,000 marks,
in other daily maturing obligations of 19,790,000
marks and in other liabilities of 20,292,000 marks.
The proportion of gold and foreign currency to note
circulation is now at 2.329%,, compared with 6.79,
the corresponding period a year ago. Below we
furnish a comparison of the different items for three

years:
REICHSBANK'S COMPARATIVE STATEMENT

Changes
Jor Week

229,000

Mar. 30 1935|Mar. 29 1934|Mar. 31 1933

Poioh ks Ieh ks
80,824,000 237,136,000
No change 71,557,000 64,049,000
——164,000f _ 4,250,000 8,086,000 96,961,000
+502,457,000(3,806,806,000|3,233,883,000|2,815,095,000
—05,633,000 91,901,000( 169,965,000 176,479,000
-—10,858,000 4,151,000 913 2,836,000
+8,929,000 66,027,000 = 210,328,000
+1,842,000| 756,628,000| 681,277,000( 401,317,000
+1,503,000| 605,086,000 510,869,000, 689,726,000
+368,225,000|3,663,807,000|3,674,630,000|3,519,674,000
419,790,000/ 921,638,000| 547,416,000| 442 880,000
420,292,000/ 209,046,000 144,763,000| 601,407,000

—0.26% 2.32% 6.7% 23.7%

Reichsmarks
738,645,000

Assets—
Gold and bullion
Of which depos. abroad
Res've in for'n currency
Bills of exch. & checks.
Silver and other coin. ..
Notes on oth. Ger. bks.
Advances
Investments.
Other assets
Notes In circulation. _ ..
Oth, dally matur. oblig.
Other liabilities
Propor. of gold & for'n
curr. to note circula'n

New York Money Market
ONEY market dealings this week were quiet
and of a routine nature, no changes in rates
occurring in any department. Although reserve
deposits of member banks with the Federal Reserve
System again have declined, excess reserves over
requirements remain enormous, and the supplies of
loanable funds far exceeded all demands from ac-
ceptable borrowers. The Treasury sold on Monday
an issue of $50,000,000 discount bills due in 272 days
at an average discount of 0.157%, computed on an
annual bank discount basis. Call loans on the New
York Stock Exchange held at 1% for all transac-
tions, whether renewals or new loans, and time
loans also were unchanged at a range of 34 and 1%
for all maturities. The comprehensive tabulation of
brokers’ loans made by the New York Stock Ex-
change disclosed a total of $773,123,266 of such
loans at the end of March, a decline of $42,736,173
for that month.

New York Money Rates

EALING in detail with call loan rates on the
Stock Exchange from day to day, 19, remained
the ruling quotation all through the week for both
new loans and renewals. Time money has shown no
change this week, no business having been reported.
Rates are nominal at 34 @19, for two to five months
and 1@1}4% for six months. The demand for prime
commercial paper has been fairly brisk this week,
and a good supply of paper has been on hand, though
dealers have had no difficulty in disposing of all
obtainable. Rates are 349, for extra choice names
running from four to six months and 19, for names
less known.

Bankers’ Acceptances
HE market for prime bankers’ acceptances
has shown little change this week. The demand
continues small and the supply of high class bills
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has been comparatively light. Rates are unchanged.
Quotations of the American Acceptance Council for
bills up to and including 90 days are 3-16%, bid and
149 asked; for four months, 5-16%, bid and 4%
asked; for five and six months, 149 bid and 38%
asked. The bill buying rate of the New York Reserve
Bank is 149, for bills running from 1 to 90 days, 24%
for 91- to 120-day bills, and 19, for 121- to 180-day
bills. The Federal Reserve banks’ holdings of accept-
ances decreased from $5,306,000 to $5,304,000. Their
holdings of acceptances for foreign correspondents
also decreased from $98,000 to $70,000. 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
Prim eligible bills 21 % S X

———60 Days— ——30 Days—
Bid  Asked Bid  Asked
Prime eligible bills 3 % s 14
FOR DELIVERY WITHIN THIRTY DAYS
Eligible member banks
Eligible non ber banks.

%% bld
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

Federal Reserve Bank Effect on
Apr. 5

i

X
X

RN
P N S 8

BICOCICINI I IO RO RO D

2
2
2
2
2
2
2
2
2
2
2

KRR

Feb. 16 1934

b

Course of Sterling Exchange
STERLING exchange is relatively firm and steady
both in terms of the United States dollar and in
terms of French francs, or gold. The Belgian crisis
and the resultant strain on the gold bloc currencies
set up a flow of nervous Continental funds to London
which did not subside until the middle of the week,
and was renewed intensively on Thursday, when
Speculative attacks drove these units to a heavy
discount. Sterling rose 3 cents to $4.85, and the
open market price of gold in London broke Thucsday
to 144s. 3d. per ounce. The trend of sterling is shown
by the London check rate on Patis, which vavied this
week between 72.681 and 73.228, as compared with a
range last week of between 72.312 and 73.403. In
terms of the dollar, sterling shows a range this week
of between $4.781% and $4.86 for bankers’ sight
bills, compared with a range of between $4.7634 and
$4.851% last week. The range for cable transfers has
been between $4.7834 and $4.8614 compared with a

range of between $4.8034 and $4.853% 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, Mar. 30 .- ... 72.875 | Wednesday, Apr.

Monday, Apr. Thursday, Apr.
Tuesday, Apr. Friday, Apr.

72.667
g n NI 73.030

LONDON OPEN MARKET GOLD PRICE
Saturday, Mar. 30 145s. 1d. Wednesday, Apr. 3-.145s. 714d.
'Monduy. Apr. 1.. ._145s. 8'¢d. | Thursday, Apr. 4._144s. 3d.
Tuesday, Apr. 2 144s. 1d. ¥riday, Apr. 5..143s. 10%4d.

73.68
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PRICE PAID FOR GOLD BY UNITED STATES (FEDERAL
RESERVE BANK)

$35.00 | Wednesday, Apr.

35.00 | Thursday, Apr.

35.00 | Friday, Apr.

Saturday, Mar. 30
Monday, Apr.
Tuesday, Apr.

The foreign exchanges at present are completely
dominated by the effects of the action of the Belgian
Government in devaluing the belga on March 31 to
16.95 cents, a 289, decrease from the devalued
parity of 23.54 adopted in October 1926. In so far as
market observers can discover, the defection of
Belgium from the supposedly fixed policies of the
gold bloc countries has had no significant effect on
the course of sterling exchange, except that it has
induced a stronger flow of uneasy money to London,
as speculative attacks against the Swiss and Dutch
units have subjected these units to severe strain.
Bankers generally believe that should further depart-
ures from the gold bloc occur, they will only tend to
give additional firmness to sterling and to enhance the
confidence already veposed in the London market.
Buying of both spot and forward sterling has gained
momentum during the week with intensification of
the drive against the gold bloc. Nervous Con-
tinental funds have raised the sterling quota-
tion to $4.85, but have also turned to tangible
assets for safety, resulting in a wave of commodity
buying.

The breach in the gold bloc caused by Belgium’s
monetary crisis has given vise both to increased
speculative atacks upon the three remaining members
still on a genuine gold standard and to the hope that
the futility of the general currency depreciation,
which may be in prospect as a result-of decreased
trade and heightened tariffs, may force an inter-
national stabilization effort. Though compelled to
resort to devaluation as a line of retreat from an in-
tolerable situation, Premier Van Zeeland has de-
clared his loyalty to the principle of the gold standard
and has asserted his determination to bring about an
international stabilization conference as soon as
possible. Dr. Henryk Gruber, Polish economist and
banker, who arrived here on Thursday to make a
study of the Roosevelt recovery program, proposed
an economic Locarno to effect the stabilization of
currencies and the establishment of a system of loyal
international co-operation among nations in economic
affairs, stating his opinion that the outcome of the
efforts of the United States to achieve recovery will
influence the course of the rest of the world. “If
stabilization could be arranged to-day,” said Dr.
Gruber, “it would be the beginning of recovery.”
However, the Chancellor of the Exechquer, Neville
Chamberlain, made it clear only a few hours after the
imminence of Belgian devaluation became known on
March 29 that the British Government does not
consider stabilization possible at this time.

The present money market rates will continue for
some time, and regardless of the amount of foreign
money which may find its way to London, either for
employment or safety, the policy of the leading
British banks is to keep open market rates firmer in
the interest of the discount market. In fact, the
discount market believes that an increase in minimum
bill rates from 149, to 9-169%, is justified by the results
obtained from the 149, call loan rate, as bank sav-
ings have tended to expand despite the contraction
in stock exchange activity.

Open market money rates continue without change
from last week. Call money against bills is easy at
1469,. Two-months’ bills are 9-169,, three-months’
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bills at 9-169, to 5%, four-months’ bills are 54% to
11-16%, and six-months’ bills are 11-169%, to 34%.

On Wednesday the United States Treasury an-
nounced a new sale of 51,300 ounces of gold to the
Bank of Mexico for $1,800,000, which will be de-
posited in the New York Federal Reserve Bank for
account of the Mexican institution. Like the sale
of 32,000 ounces made to the Mexican bank for
$1,120,000 on March 20, the present transaction is
intended to build up the bank’s monetary reserves
and represents the conversion into gold of the re-
maining Mexican dollar balances acquired as a result
of the silver purchases of the United States.

All the gold available in the London open market
this week was again taken for unknown destinations,
generally understood to be for account of hoarders.
On Saturday last the amount available totaled
£453,000, on Monday £490,000, on Tuesday £786,-
000, on Wednesday £826,000, on Thursday £498,000
and on Friday £730,000.

The Bank of England statement for the week ended
April 3 shows an increase in gold coin and bullion of
£25,909. The reserve ratio declined from 45.37%,
last week to 41.179%. Total gold holdings now
stand at £193,148,997, compared with £192,095,154
a year ago and with the minimum of £150,000,000
recommended by the Cunliffe Committee. At the
Port of New York the gold movement for the week
ended April 3, as reported by the Federal Reserve
Bank of New York, consisted of imports of $2,117,000
of which $2,096,000 came from Canada, $16,000 from
Cuba and $5,000 from Panama. There were no gold
exports. The Reserve Bank reported a net increase
in gold earmarked for foreign account of $1,095,000.

In tabular form the gold movement at the Port of
New York for the week ended April 3, as reported by
the Federal Reserve Bank of New York, was as
follows:

GOLD MOVEMENT AT NEW YORK, MAR. 28-APR. 3, INCLUSIVE

Imports Ezports
$2,096,000 from Canada
16,000 from Cuba

5,000 from Panama None

$2,117,000 total
Net Change in Gold Earmarked for Foreign Account

Increase: £997,000

The above figures are for the week ended Wednes-
day evening. On Thursday the Reserve Bank re-
ported the receipt of $9,500 from Guatemala and
an increase of $10,000 in gold earmarked for foreign
account. There were no exports of the metal. On
Friday $11,198,900 of gold was received of which
$10,257,000 came from France and $941,900 came
from India. There were no exports of the metal but
gold held earmarked for foreign account decreased
$423.100.

Canadian exchange continues to rule at a slight
discount in terms of the United States dollar. On
Saturday last Montreal funds were at a discount of
34% to 28%; on Monday at 23-329%, to 9-16%; on
Tuesday at 11-169, to 9-16%; on Wednesday at 54%,
on Thursday at 4% to 7-169 and on Friday at
5-169, to 149;.

Referring to day-to-day rates, sterling exchange on
Saturday last moved within a narrow range, in re-
action from the previous day’s sharp advance, when,
on news of the proposed devaluation of the belga,
sterling had reached $4.851¢ before subsiding to
close at $4.81. Bankers’ sight was $4.7814@$4.80;
cable transfecs $4.783{@$4.8014. On Monday ster-
ling advanced in terms of the dollar as flight of capital
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continued. Bankers’ sight was $4.7874@$4.8134;
cable transfers $4.7914@$4.813{. On Tuesday the
pound continued tq show the nervousness prevalent
in the market for the past several days. Bankers’
sight was $4.8034@$4.825¢ and cable transfers
$4.8015@$4.8234. On Wednesday the trend was re-
versed, reflecting abatement in the flight of Conti-
nental funds, but covering in the last hour moved
sterling up from $4.8034@$4.817% for a gain of 74
cent. Bankers’ sight ranged from $4.8054@$4.811%
and cable transfers from $4.803/@$4.8174. On
Thursday violent speculative attacks upon the gold
bloc currencies sent the pound up 3 cents to $4.85.
The range was from $4.8214@$4.8474 for bankers’
sight and $4.83@$4.85 for cable transfers. On
Friday sterling was higher. Bankers’ sight was be-
tween $4.841%4 and $4.86 and cable transfers were
from $4.8414 to $4.861%. Closing quotations on
Friday were $4.84 for demand and $4.8414 for cable
transfers. Commercial sight bills finished at $4.837%;
60-day bills at $4.83; 90-day bills at $4.8254; docu-
ments for payment (60 days) at $4.8314, and seven-
day grain bills at $4.8374. Cotton and grain for
payment closed at $4.8374.

Continental and Other Foreign Exchange
XCHANGE on the continental countries con-
tinues to feel the effects of the Belgian monetary
crisis, which culminated on March 31 in devaluation
of the unit by 289, following the three-day suspension
of trading ordered on March 28 on all the stock
exchanges. The Belgian action was not forced by

dwindling gold reserves, as up to a fortnight before
devaluation the Central bank’s gold cover remained
at 64159, as compared with Holland’s 741{9%, ratio,

Switzerland’s 9634%, and the French bank’s 819.
The 1926 devaluation of the Belgian currency to
23.54, representing a reduction of 85.599, in the
gold value of the unit, was made as a result of a
crushing internal war debt. The present measure
is due to adverse trade conditions, reflected in a
599% decrease in Belgium’s foreign trade since 1929,
and aggravated by recent increases in tariffs on her
chief exports.

The belga now has a parity of 16.95 cents in terms
of the dollar. Theoretically gold can be shipped
profitably from the United States at 17.11 and from
Belgium at 16.84. However, London and Paris are
the only two centers from which Belgium can readily
obtain gold, as Holland is in no position to ship gold
to Belgium even if she had not already announced
that shipments of gold to Brussels will not be pec-
mitted, and it is questionable if Belgium could obtain
gold from the United States. Belgian gold holdings
are increased in value by 880,000,000 belgas, or
about $150,000,000 as a result of the devaluation of
the unit. The Government is expected to use this
increment as an equalization fund to maintain the
external value of the belga around 16.95. In the first
two months of the year Belgium suffered a loss in
gold reserves of $115,000,000, of which $64,000,000
occurred during the last three weeks of March. The
size of the stabilization fund is not considered ade-
quate under these circumstances. In order to dcive
the belga down to the new level the Belgian Central
Bank has had to buy French francs and sell belgas,
as with formal devaluation capital has returned to
Belgium in amounts large enough to send the belga
to higher levels. The francs acquired in Paris have
been converted into gold at the Bank of France. The
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extent of this movement will be disclosed by a com-
parison of the gold reserves shown on the Belgian
bank’s next statement with the revalued belga value
of its reserves on March 28, which is 3,135,910,000
belgas.

The immediate results of the belga’s devaluation
have been a noticeable business and stock market
boom accompanied by returning confidence and a
heavy repatriation of capital. However, commodity
prices have already risen 109, to 309 and the Gov-
ernment is endeavoring to find ways to keep them
down. During Thursday’s drive against the Swiss
franc and the guilder, the belga closed a point above
its new parity, off 3 points on the day, and forward
belgas were quoted at a premium of 1 to 2 points a
month.

On Monday the Luxemburg Government ordered
the Bourse and all banks closed until Wednesday and
decided to devalue the franc 109, and to continue
its economic union with Belgium.

When operations were resumed on the Belgian
Bourse on Monday, after a three-day suspension,
trading was the heaviest in two years and price fluc-
tuations were violent. The Belgian move was con-
demned in French banking circles as coming three
years too late to be effective and as likely only to in-
crease the general monetary confusion without re-
solving Belgium’s difficulties. It was pointed out
there that the French situation contains none of the
elements responsible for the Belgian collapse, as the
French banking structure is very strong and there is
in France no such general indebtedness or dependence
on foreign trade as exist in Belgium. Money has
shown a tendency to tighten in Paris because of the
high premiums on forward sterling and dollars, and
the Bank of France is understood to have begun to
issue short loans against Treasury bills under the new
arrangement. French rentes and bonds declined
early in the week but by the middle of the week re-
covered almost entirely the heavy losses suffered last
week.

Premier Flandin put an end to rumors of contem-
plated French devalorization by announcing in the
Chamber of Deputies on Tuesday that the minting
of gold coin would be hastened and that gold coin
would be put into circulation. During the present
year 1,200,000,000 francs will be coined and there-
after an annual total of 1,500,000,000 francs will be
minted. As an indication of the Government’s de-
termination to adhere to the gold standard the an-
nouncement caused improvement in the gold cur-
rencies, which were under speculative attack, but the
recovery was not maintained as it was recalled that
similar attempts by Holland and Switzerland had
resulted in disappearance of the coins through
hoarding or export.

This week the Bank of France shows a net increase
in gold holdings of 37,874,078 francs. The total
gold of the Bank of France on March 30 stood at
82,634,668,671 francs, compared with 74,613,285,081
francs a year ago, and with 28,935,000,000 francs
when the unit was stabilized in June 1928. The
Bank’s ratio is at the high figure of 80.299,, which
compares with 76.77% a year ago, and with legal
requirement of 35%.

The Reichsbank statement as of March 30 shows
an increase in gold holdings of 229,000 reichsmarks
to a total of 80,824,000 reichsmarks. The reserve on
March 30 1934 stood at 237,136,000 reichsmarks,
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and on March 30 1933 at 738,645,000 reichsmarks.
The reserve of 70,122,000 reichsmarks reported on
July 7 1934 was the smallest recorded in this century.
The ratio of reserves to outstanding notes has de-
clined to 2.329, from 2.58%, a week earlier, 6.7%
a year ago, and 23.79 two years ago. The record
low was 2.019, on Oct. 2 1934.

Gold reserves of the Bank of Italy continued during
March the gradual increase begun in December upon
nationalization of foreign assets. From a low of
5,769,500,000 lire on Dec. 10, gold reserves increased
slowly to 5,825,000,000 lice in the Bank’s statement
for March 20. Foreign balances rose from 26,900,000
lire on Dec. 10 to 81,800,000 lire as of Jan. 31, but
dropped on Feb. 10 to 48,900,000 lire, rising again
to 51,000,000 lire as of March 10 and March 20.
The Bank’s ratio of total reserves against sight
liabilities rose to 42.709, on March 20, as compared
with 42.649, on March 10 and 41.6%, on December 10
1934. Ratio of gold to notes increased to 46.75%,
from 46.27%, on March 10 and 44.33% on Dec. 10.

The following table shows the relation of the
leading European currencies still on gold to the

United States dollar:

0ld Dollar New Dollar
Parity Parity
3.92 6.63
16.95*
8.91

Range
This Week
6.58% to 6.613%
16.93 to 18.75
8.25 to 8.31
Switzerland (franc) 32.67 32.27 to032.41
Holland (guilder) 68.06 66.10 to 67.53
* Represents 28% devaluation announced March 31 from the 85.59%
reduction in gold value to 23.54 made in October 1926. Present gold value
of the belga is 2.0018 cents.

The London check rate on Paris closed on Friday
at 73.67, against 73.21 on Friday of last week. In
New York, sight bills on the French center finished
on Friday at 6.58, against 6.5814; cable transfers at
6.581%, against 6.5834, and commercial sight bills at
6.56, against 6.5614. Antwerp belgas finished at
16.95 for bankers’ sight bills and at 16.96 for cable
transfers, against 18.99 and 19.00. Final quotations
for Berlin marks were 40.22 for bankers’ sight bills
and 40.23 for cable transfers, in comparison with
40.11 and 40.12. TItalian lire closed at 8.30 for
bankers’ sight bills and at 8.31 for cable transfers,
against 8.27 and 8.28. Austrian schillings closed at
18.83, against 18.83; exchange on Czechoslovakia at
4.18, against 4.18; on Bucharest at 1.0114, against
1.0114; on Poland at 18.85, against 18.86; and on
Finland at 2.14, against 2.13. Greek exchange closed
at 0.93 for bankers’ sight bills and at 0.9314 for cable
transfers, against 0.93 and 0.9315.

Sy
XCHANGE on the countries neutral during the
war has been subjected to considerable pressure

as a result of the transfer of speculative attack from
the belga to the Swiss franc and the guilder. Dis-
counts widened alarmingly in the forward trading in
these units. Swiss francs on Tuesday fell to a dis-
count of 200 points under the spot rate from 85 on
Monday. Spot Swiss exchange moved up 3%
points to 32.3914, but the gain was out of line with
the 114 point rise in French francs and indicated
severe pressure on Swiss exchange. Dutch guilders
on Wednesday fell below the gold export point from
Amsterdam to New York of about 67.48 for gold coin.
The export point for gold bars is 67.61, but when re-
serves are under severe pressure, central banks occa-
sionally resort to the sale of coin instead of bars, which
permits a greater decline before necessitating gold
exports. The Bank of the Netherlands has adopted
this expedient. Nevertheless, guilders closed off

France (franc)
Belgium (belga)
Italy (lira)
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five points on the day at 67.46, two points below the
export point for gold coins. The same procedure has
been followed with respect to shipments from Amster-
dam to Paris, as the gold exodus is due to speculation
and flight of capital. The export point for gold
bars from Amsterdam to Paris is about 1,022.50
French francs per 100 guilders, and for gold coin
below 1,021. The rate was reported on Wednesday
as 1,021.25. The Federal Reserve Bank reported on
Wednesday the engagement of an additional $9,000,-
000 gold abroad for shipment to New York, of which
$6,000,000 was from Holland and $3,000,000 from
France, the French gold having been engaged earlier
in the week but not previously reported. On Thurs-
day another $4,000,000 was reported from Amster-
dam. The total engaged since the beginning of the
movement is $54,000,000, of which more than half
has come from Holland.

An intensive speculative drive against the Swiss
franc and the guilder on Thursday drove future quo-
tations for these units to the lowest levels ever re-
corded, with 90-day guilders offered, but virtually
without takers, at 250 points under the spot rate and
90-day Swiss francs quoted nominally at 200 points
discount. Spot guilders fell to 67.23 cents, the low-
est price since Feb. 8, and the Swiss franc declined
to 32.36 cents. The Bank of the Netherlands in-
creased its discount rate on Thursday from 2149,
to 3159 in an effort to check the exodus of gold.
Although the Dutch central bank is selling only gold
coins instead of gold bars, in order to avail itself of
the lower export point for gold coins, the decline is
regarded by foreign exchange traders as confirmation
of their view that free export of gold bars would be a
more effective method of restoring guilders to their
normal level.

Bankers’ sight on Amsterdam finished on Friday at
66.09, against 67.43 on Friday of last week; cable
transfers at 66.10, against 67.44; and commercial
sight bills at 66.07, against 67.41. Swiss francs
closed at 32.29 for checks and at 32.30 for cable
transfers, against 32.32 and 32.33. Copenhagen
checks finished at 21.61 and cable transfers at 21.62,
against 21.42 and 21.43. Checks on Sweden closed
at 24.91 and cable transfers at 24.92, against 24.79
and 24.80; while checks on Norway finished at 24.31
and cable transfers at 24.32 against 24.19 and 24.20.
Spanish pesetas closed at 13.65 for bankers’ sight
and at 13.66 for cable transfers, against 13.66 and
13.67.

S
XCHANGE on the South American countries
reflects the trend of sterling. The business
situation continues to show improvement. A 159
increase over last year in Government expenditures
for the first quarter of 1935, which is 9,000,000 pesos
in excess of revenues, is believed to be financed by the
Government’s profits on its exchange operations,
which constitute the only source of revenue not
accounted for in the Finance Ministry’s report.
Under the plan of the Export-Import Bank to ease
credit and exchange restrictions and to release about
$200,000,000 in commercial balances blocked abroad,
which was discussed in these columns last week,
foreign governments will be asked to restrict imports
to their capacity to transfer payments and com-
mercial banks will be asked to join the Federal Bank
in large credit commitments.
Argentine paper pesos closed on Friday, official
quotations, at 32.33 for bankers’ sight bills, against
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3214 on Friday of last week; cable transfers at 3215,
against 32.30. The unoffl(rm] or free market close
was 25.65@26.00, against 2534. Brazilian milreis,
official rates, are 8.09 for bankers’ sight bills and 8/
for cable tramfelb against 8.08 and 814. The un-
official or free mall\et close was 634, against 634.
Chilean exchange is nominally quoted on the new
basis at 5.20, against 5.20. Peru is nominal at 22 .88,
against 22.88.

—_—

XCHANGE on the Far Eastern countries con-
tinues to reflect the disturbances in the major
European exchanges Japanese yen tend to follow
the swings in sterling. A London news dispatch
dated April 2 reported that Great Britain’s effort to
arrange international financial assistance for China
has been suspended pending the receipt of detailed
suggestions from the United States, France, China,
and Japan. T. V. Soong, Chinese economist and
former Minister of Finance, who has recently been
made chairman of the mmga.mzed Bank of China,
is reported to have stated that he had Govelnment
assurance that there would be no inflation of Chinese
currency.

Closing quotations for yen checks yesterday were
28.39, against 28.19 on Friday of last week. Hong
Kong closed at 49@49 5-16, against 4814@48 9- 16;
Shanghai at 3774@38, against 3714@37 9-16; Mamla
at 50.05, against 50.05; Singapore at 00.75, against,
56.45; Bombay at 36.58, against 36.40; and Calcutta,
at 36.58, against 36.40.

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 transters 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
MARCH 30 1935 TO APRIL 5 1935, INCLUSIVE

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

Apr. 2 ] Apr. 3
|

s |
.187908+
.169623
012625+
041828 | 1041871
214625 | 214581
4.808250 |4.807666

29 | 021195
1066032
1401892
1009370
674164 | .
205250%| 2

| 1082036
1241508
1188920
1043633
1010090
1136792
247841
1323878 | 1323750
1022806 l 1022775

Country and Monetary|
Unit

Mar. 30 ! Apr. 1 Apr. 4

s 3
JA88141% (187925% |
169669

.012875% .

s
L188007*
.169746
L012750*

s
JA87791%
185980

Belglum, belga.
012625%

Bulgaria, lev... A
Czechoslovakia, krone‘ .041775
Denmark, krone____. | .213875
England, poundaterlg4 791000 .
markka. ... | .021133 | . .C212;

France, trnuc ........ | . 6586{) | 066000
Germany, reichsmark .400871 401521
Greece, drachma. ... | .009337 .009347
Holland, guilder 674350
Hungary. pengo. L204875% .
Italy, lira

Norway, krone.

1136692 |
.247008 |
323585 |
.022737

Switzerland,

Yugoslavia, dinar____|
Asia—

China—
Chefoo (yuan) dol'r]
Hankow (yuan) dol'r|
Shanghal (yuan)dol'r|
Tientsin(yuan) dol'r|
Hongkong, dollar._

India, rupee

Japan, yen. .280180 |

Singapore (S 't| .558125
Australasia— |

Australla, pound 3.800937* 3.800312*3.815037* 3.812500+3.827187+/3 851250 *

New Zealand, pound.|3.824062* 3.823750%3.830062% 3.835781% 38506253 8743756 *

1022700 | 022750 1022750

,372083 |
372500 |
.372201 |
.372500
(486562
:363460
281400
.561562

375833
376250
375625
376250
486875
363500
281865
| 562500

373750 ’
374166 |
373058 |
374166

485037 |
362275

280850 |

365000
365416
365000
.365416
482812
361460
280320
558125

375416
375833
.375000
375833

372016
.373333
373125
.373333
482500
361275 |

559375

Africa— |
South Africa, pound. . 4.735000"4 .738500“4.756250‘!4.763750‘ 4.775750%/4.803000*

North America—
Canada, dollar. 992500 | .993020 | .993463 | 093515 ,994322 | 997109
Cuba, peso .999200 | .999200 | .999200 | .999200 | .999200
Mexlico, peso (silver).| .277500 | .277500 | .277500 | .277500 | .277500
-989875 | 990500 | .990875 | 991062 | 991718

Newfoundland, dollar,
|
.318975% .319075% .320500* .320460% .321070* .323380*
-082604* .082383% .082516% .082083* .082550% 082637+
.051000% .051000% .051000% .051000% .051000% .
.800250% .801875* ,801875*% .802400% .802250%| .
.537600% .534800%| .534800%| ,539100*%| 534800+ ¢

994625
South America—
Argentina, peso
Brazil, milrels
Chile, peso..
Uruguay, peso
Colombla, peso..

* Nominal rates; firm rates not avallable.
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Gold Bullion in European Banks

HE following table indicates the amount of gold

bullion (converted into pounds sterling at par

of exchange) in the principal European banks as of

April 4 1935, together with comparisons as of the
corresponding dates in the previous four years:

Banks of— 1935 1934 1933 1932 1931

£

147,023,368
448,772,174
106,800,300
96,772,000
57,385,000
37,167,000
41,125,000
25,712,000
13,335,000
9,547,000
8,134,000

991,772,842
989,100,105

£
121,437,360
614,287,957
40,702,150
88,779,000
57,434,000

71,777,000
66,030,000

£
177,360,405
643,270,900
34,469,400
90,362,000
66,780,000
79,061,000
76,222,000
88,805,000
12,129,000

£

192,095,154
596,906,280
9,892,200
90,482,000
76,843,000
65,711,000
77,082,000
65,352,000
14,705,000
7,395,000 7,398,000 7,398,000
6,583,000 6,574,000 8,380,000

Total week. 1_,240.097,388 1,203,040,634|1,284,237,705(1,159,493,467
Prev. week.|1,246,981,34411,203,720,035!1,279,972,452|1,173,837,025

£

193,148,997
661,077,341
2,959,050
90,766,000
62,987,000
67,718,000
66,555,000
64,814,000
16,094,000

England. ..
Francea._.
Germanyb.
Spain

1taly.....-
Neth'lands -
Nat. Belg..
Switz'land -
Sweden.....
Denmark .

Norway ... 6,561,000

a These are the gold holdings of the Bank of France as reported in the new form
of statement. b Gold holdings of the Bank of Germany are exclusive of gold held
abroad, the amount of which the present year is £1,082,150. .

=T
War Talk Contrasts Here and Abroad

The diplomatic conversations and political dis-
cussions which have been going on in Europe since
Germany announced its intention to free itself from
the armament restrictions of the Treaty of Ver-
sailles have not yet cleared the air, and rumor and
speculation still predominate over assured fact. It
is known that Sir John Simon and Anthony Eden
failed to induce Chancellor Hitler to abandon his
armament program, although some German pro-
posals looking to security guarantees and general
armament reduction were made which the Powers
‘an hardly refuse to consider. Mr. Eden was some-
what more successful at Moscow, and Anglo-Rus-
sian understanding is believed to have been im-
proved as a result of his visit, but while Stalin is
reported to have favored some kind of general
security pact for Eastern Europe, it was only, ap-
parently, on condition that Germany shall be asked
to join. Poland, torn between fear of Soviet Russia
and a desire to avoid offending either Germany or
France, has declined Mr. Eden’s suggestion of join-
ing in a pact of mutual aid, and awaits the arrival
of M. Laval, French Foreign Minister, who hopes
to save the tenuous Franco-Polish friendship from
its present jeopardy; while Premier Mussolini,
with a characteristic display of realism, has unoffi-
cially warned Europe not to expect any miracle to
be worked at the Stresa conference of a number
of the Powers which is scheduled for next week.
Save for Russia, the only fruit of Mr. Eden’s travels
appears to be a guarded expression of friendly in-
terest on the part of Czechoslovakia.

Meantime the three great Powers have cautioned
Lithuania not to meddle further with the autono-
mous territory of Memel; the Rumanian Foreign
Minister, Nicholas Titulesco, has hurried to Paris
to tell M. Laval, so it is reported, that unless France
stands by the Little Entente the latter will have
to look elsewhere; French troops are carrying on
what are described as “practice manoeuvres” near
the Rhine and massing on the fortified border from
Switzerland to Belgium, and the Pope has delivered
an allocution declaring that war at this time
would be an insane performance and “a manifesta-
tion of savagery.”

Nevertheless, out of this confusion certain lines
of future policy seem to be emerging. Every day
that passes makes it less likely that the great Powers
will attempt any physical coercion of Germany.
Neither France nor Ttaly wants to precipitate a
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European war, and there will be no war unless
Great Britain supports it. The temporary irrita-
tion, already much allayed, which was occasioned
by Germany’s unilateral action has not shaken the
historic British policy of avoiding Continental
entanglements that may lead to war. Some one
has observed that Stanley Baldwin’s famous re-
mark, apropos of the rapid development of air war-
fare, that the British frontier was no longer the
white cliffs of Dover but the Rhine, might with
some propriety be countered by a declaration from
Chancellor Hitler, who also has an air force, that
the frontier of Germany was no longer the Rhine
but Dover and the Thames, and the mere contem-
plation of what a European war might mean is
enough to move the British Government to the
utmost exertion to maintain peace. No one would
venture to say that some untoward and unexpected
incident might not happen that would bring on a
clash, but the fact that Great Britain has invited
Germany to take part in a naval conference at Lon-
don shows that the strain is easing. It would be
ridiculous to discuss naval ratios and the like with
Germany if the Powers intended to “crack down”
on Germany shortly for having an uncanonical
army and air force.

This is by no means, however, the same thing as
saying that a European war is not lurking in the
relatively near future. What appears to be de-
veloping is a rapid and general return to political
and military conditions essentially the same as those
which obtained in Europe during the years imme-
diately before 1914. That period, as everyone
knows who lived through it or has read its his-
tory, was marked by the maintenance of large arma-
ments whose size and efficiency were constantly be-
ing increased, an eager and anxious search for
political alliances -which would maintain the un-
stable balance of power and hold together against
the expected “day,” carefully planned political
thrusts intended to test the strength of a possible
opponent, charges and recriminations freely de-
hated in parliaments and the press, and studied re-
sistance to any changes that would disturb the
political status quo. The World War did not de-
stroy the old system, notwithstanding that it
changed the form; on the contrary, it added new
sources of political and economic irritation and re-
sentment; but it installed the League of Nations
and the World Court as agencies of peace, and in
terms prepared the way for armament reduction.
Now, with the League a helpless failure and dis-
armament an exploded myth, with Germany no
longer obliged to remain the under dog and hard-
pressed Austria asserting its right to rearm, we
have in the making, to all appearances, a return
to the old order of things, with the same parade
of troops and plans for further armament, charges
and threats launched across national boundaries,
and the prospect of compromises in which the main-
tenance of a precarious peace and national face-sav-
ing will be more or less skilfully combined.

The direct interest of the United States in the
settlement of the European imbroglio is so small
as to be practically negligible, but its interest in
the preparations for another war which Europe
appears to be on the point of making is very large
indeed. Tt is futile to imagine that the United
States could be certain of keeping out of a general
European war, since its economic interests would
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inevitably become involved and its position as a
neutral endangered. Unhappily, we cannot be too
sure that President Roosevelt would prove to be
a tower of strength in the event of an open invasion
of American rights. It is true that his foreign
policy, if he may be said to have one, has been
marked by distinct aloofness from the political
affairs of Europe except in regard to the relatively
useless business of disarmament. He has been curi-
ously tender, however, in his attitude toward the
European war debtors, acquiescing with only formal
gestures in repeated defaults, taking no exception
to announcements that mo further debt payments
were to be expected, letting the question of a pos-
sible revision of the debt agreement slide, and
showing no interest, apparently, in the fact that
Great Britain, which refuses to pay, has in each
of its last two fiscal years had a sizable Treasury
surplus. He has recently been represented as averse
to any attempt at this time to re-define American
neutral rights, but it is inexplicable that, with the
European situation growing more acute ever since
Chancellor Hitler came into power, he should ever
have allowed the Department of State to bring the
question of American neutrality into debate and to
intimate, unofficially but none the less effectively
as far as public opinion is concerned, that neutral
rights might in some way or to some extent be
waived, in the event of another war, because their
maintenance might be difficult.

The possible attitude of the Administration is,
perhaps, only a matter of uneasy speculation. The
situation in Congress, on the other hand, is at the
moment one of real national concern. There are
now before Congress two bills, each designed, in

the popular phrase which an aggressive pacifist
sentiment has supplied, to “take the profits out of
war.” The Senate bill, based upen the recommenda-
tions of John T. Flynn, a financial and political
writer who has served as adviser to the Nye com-
mittee, proposes the most extraordinary series of
emergency war-time steps that Congress has ever

been asked to consider. On the principle of “pay
as you go,” a normal tax of 6% is to be levied on
all individual incomes, with surtaxes ranging from
10% on incomes over $3,000 to 94% on incomes over
$10,000, while corporations will be taxed 509% on
net income not exceeding 6% of their capital stock
and 100% on income over that figure. The taxes
are to be paid quarterly from the time war is de-
clared, and exemptions and deductions are severely
limited. Officers and directors of corporations and
persons therein holding “policy forming positions”
are at once to be drafted into the Government serv-
ice, with compensation not greater than that of a
brigadier general, and at the President’s discretion
may be shifted to the combat corps of the army.
They will also be subject to military law. All com-
modity and security exchanges may be closed, all
commodity prices fixed, priorities established, an

property deemed essential to the prosecution d
the war conscripted. A half-billion dollar fund is
further established to enable a Securities Commis-
sion to finance war industry.

The MecSwain bill, which is before the House of
Representatives, differs from the Senate bill mainly
in omitting tax provisions. The Senate bill was
introduced after the Nye committee had rejected
an extremely radical plan proposed by Bernard M.
Baruch, who, while saying that he agreed with the
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committee measure on major points, nevertheless
told the committee, “in all solemnity, that there is
such a thing as taking the profits out of war at the
cost of losing the war.”

There would be no need of commenting upon these
measures if Washington dispatches did not indi-
cate a serious likelihood that legislation of the kind
which they embody may be enacted by the present
Congress. The arguments that underlie the billg e
are unsound and the bills themselves highly danger-
ous. There is no proof that any of the wars in
which the United States has engaged were caused,
or their course prolonged, by the munitions
makers against whose profits the bills are primarily
aimed. “War industries” are not restricted to in-
dustries manufacturing what are specifically known
as munitions, but include, under modern conditions,
almost every kind of production and manufacture,
yet over virtually the entire industrial life of the
country, for the purpose of depriving a small class
of manufacturers of unusual profits, the President
is to exercise complete authority, with life or death
at the mercy of military law. The most drastic
dictatorship which the nation has ever contemplated
would be set up if these proposed measures became
law, and it is pertinent to ask whether the whole-
sale socialization of industry and trade under a
dictator which would follow, and which a radical
demand for the elimination of profits would make
it easy for a dictatorial President to continue after
the war is over, is not in the thought of the propo-
nents of the bills. It should not escape notice,
moreover, that while profiteering by employers is
to be ruthlessly stamped out, nothing is said about
subjecting civilian labor to martial law or forbid-
ding demands for increased wages in any industry
that can he represented as having a war bearing.

It is not by such extraordinary measures as these
that undue profits will be taken out of war, or the
conduct of war made more effective. There is no
sound reason why the generation upon which a war
happens to fall should pay, during the years of
the war’s continuance, as these bills appear to con-
template, the entire cost of the conflict. A war
may be no fault whatever of the nation which hag
to engage in it; it may happen wholly as a result
of external causes, as it might happen to the United
States through attacks upon American citizens or
their property or gross violations of American
neutral rights. The pending bills should be recog-
nized for exactly what they are—hysterical attempts
to remedy an evil which can be dealt with by rea-
sonable taxation and Government regulations, and
covert devices for socializing American economic

bringing it under Executive dictatorship—
their enactment should be fought with the
ost vigor at every point.

The Cotton Textile Industry and the
Processing Tax

The order of the National Industrial Relations
Board, issued on March 26, authorizing and direct-
ing a curtailment of production in the cotton textile
industry, has given marked impetus to the dis-
cussion of a serious situation involving other issueg
than those immediately connected with the pro-
duction of cotton textiles. On its face the order
provides for a temporary reduction in working
hours and machine operation in some branches or




Financial Chronicle

divisions of the industry, but with that question are
involved such others as the practical effects of the
Cotton Textile Code, the Government program of
pegging the price of cotton and making loans on the
cotton held in storage, the working of the process-
ing tax, the decline in cotton exports, and the com-
petition of foreign cotton goods, especially those
from Japan.

The order is peculiar in that its directions are
preceded by no less than eight ‘“whereases,” in-
tended to be descriptive of the situation to be dealt
with or explanatory of the authority under which
the order was issued. The paragraphs of this long
preamble point out that the cotton textile indus-
try, with its nearly 500,000 employees, is “closely
related to and affects the welfare of the cotton
farmers and allied industries and services,” that
“the present excess of productive capacity over de-
mand” endangers the ability of the industry “to
afford continuous employment and reasonable
wages to its employees and affects adversely the
economic well-being of all other persons related
to the industry,” and that “the cost of cotton tex-
tile products has been materially raised by a con-
siderable increase in average hourly earnings of
labor and the increase in the cost of raw cotton
and the cotton processing tax.” “The sudden un-
precedented increase in imports of certain cotton
goods,” it is declared, “together with continuously
declining exports, has intensified the demoraliza-
tion of markets and caused the liquidation of do-
mestic goods at prices below the cost of production,”
at the same time that “inventories in certain prod-
ucts of major importance have been accumulated
in anticipation of demand, which demand,” for the
reasons just stated, “has been further restricted and
these inventories can find no reasonable market.”
As a consequence, “there is a present choice be-
tween a disorderly reduction and disruption of em-
ployment, bringing distress to many mill com-
munities, and an orderly effort to adjust the opera-
tions of the industry to present conditions.”

Under authority of the National Industrial Re-
covery Act, accordingly, and of certain permissive
provisions of the Cotton Textile Code, the order
declares that an emergency exists in the industry,
the period of the emergency being limited to twelve
weeks from the date of the order, but continuing
until terminated by the Board. During this period
the Cotton Textile Industry Committee is authorized
and directed to make such adjustments as it may
find necessary in the maximum hours of operation
of productive machinery or the number of operat-
ing units, such adjustments, however, being limited
to reductions of not more than 259% in hours of
operation or the maximum number of machines
operated. The reduction is not to apply to any
plant which shall operate, during the emergency
period, on a single shift schedule. The Code Com-
mittee, however, is to act only after a special re-
search and planning committee, created by the
order, has investigated conditions in the industry
and reported its findings and recommendations to
the Board.

The practical effect of the order, in the groups
or divisions of the industry to which it may be
applied, will be to reduce from 40 hours to not less
than 30 hours the working week, and the operation
of productive machinery from a basis of two
shifts aggregating 80 hours to not less than 60

hours. The Code Authority, in a statement issue
on the same date as that of the order, stated that
no general reduction of hours, even temporarily,
was contemplated, and that the order would be
applied “only where seasonal conditions or sub-
normal market demand in particular branches of
the industry make it impossible to continue to
operate at present on a full schedule.” “The or-
derly program thus provided,” the statement con-
tinued, “will permit the spreading of the present
greatly inadequate demand in certain branches of
the industry among mills, and thereby assure the
spreading of available work among as many workers
as possible, until such time as consumption can be
brought up to a level more nearly in line with the
industry’s capacity to produce.” Since the Code
Authority also declared, however, that “the indus-
try as a whole has been operating deeply in the red
for months,” and that “wholesale shut-downs, with
incalculable losses to employees and mill com-
munities, such as have been occurring in alarming
numbers in recent weeks, would otherwise be in-
evitable,” it seems reasonable to expect that the
“particular divisions or groups” which the order
nominally affects will be found in practice to cover
pretty much the entire cotton textile industry.
Manufacturers of cotton textiles will doubtless
be glad to avail themselves of such relief as a well-
considered application of the order may afford, but
it is obvious that such relief does not go very far.
It may curtail the production of excess stocks, but
it will not increase demand for goods on hand or
reduce the cost of producing such goods as may
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