The Financial Situation

ASPIRIT of optimism originating apparently from

the ruling of the Supreme Court late in May
that the National Industrial Recovery Act was un-
constitutional has been rather steadily gaining
strength in the business community for a number of
weeks past. The difficulties that the President has
encountered in Congress, and other evidences of a
definite tendency of the people generally to return to
a greater degree of sanity about public questions,
have on the whole more than offset such reverses as
Congressional revolters have suffered during the past
week or two, so far as what is known as general senti-
ment is concerned. Assertions that genuine recovery

The Basis for Optimism

T IS our firm conviction that a number of recent
developments furnish solid ground for a greater
feeling of hopefulness, as we have said on several
recent occasions. The trend of judicial decisions of
late, including those both of the highest court and of
several lower tribunals, and the evident disposition
of the business community to lose faith in panaceas,
are causes for real encouragement. The plain re-
fusal of the rank and file to rally to the Administra-
tion in its desire to lead a campaign against the Su-
preme Court and the Constitution of the United
States is equally as heartening. The improvement in

is about to take place or is
already taking place, and
that something in the na-
ture of a “boom” in busi-
ness is scheduled for the
autumn months are ac-
cordingly more frequently
heard to-day than for a
good while past.
Unexpectedly favorable
trade reports during the
past week, particularly in
the steel industry and in
certain steel-using indus-
tries, have naturally tend-
ed to give an impetus to
this optimism, as have
equally the court decisions
of the past week, one of
them by a Federal Circuit
Court of Appeals, declar-
ing the Agricultural Ad-
justment Act unconstitu-
tional. The ruling of an-
other Federal Circuit Court
of Appeals that the Ten-
nessee Valley Authority
Act, in granting the Ten-
nessee Valley Authority
power to add to the power
plants along the Tennessee
River and to sell surplus
power to the public, was
well within the limits of the
Constitution, seems not to

The Issue

“The issue is not, as the Government con-
tends, whether Congress can appropriate
funds raised by general taxation for any
purpose deemed by Congress in furtherance
of the ‘general welfare,” but whether Con-
gress has any power to control or regulate
matters left to the States and lay a special
tax for that purpose.”

With these words the Federal Circuit
Court of Appeals defines the issue before it
in re the matter of the constitutionality of
the Agricultural Adjustment Act.

This indeed is the issue, not only in this
case but in many other discussions now un-
der way concerning ways and means sup-
posedly open to Congress for accomplishing
purposes by indirection which they are con-
cededly estopped by the Constitution from
pursuing directly.

The Court in the case here under consid-
eration arrived at the conclusion that
Congress is not warranted in using such
obvious devices to attain objectives which
under the Constitution it has no right to
seek, a decision in accord not only with the
law but with ordinary common sense.

It is strange that our legislators ever sup-
posed they could successfully resort to such
parliamentary trickery. It is still more sur-
prising that they suppose they can accom-
plish any good purpose by continuing with
the same tactics, if indeed they really have
any such idea.

The fact is nonetheless that just such ideas
seem to underlie practically all of the work of
“patching up” existing laws and proposed
statutes that are well known to be constitu-
tionally rather more than suspect. There
is, fortunately, good ground for believing
that the public has grown well aware of the
nature of such proceedings.

Why is it not possible for Congress to drop
these footless tactics?

business activity and in
earnings seems to us to be
ofthe same order, although
less impressive since it
is so obviously a result of
artificial stimulation. Yet
this, too, is a development
whose importance is not to
be unduly depreciated.
Notwithstanding all this,
we believe the optimism
that is developing at the
present time, if it contin-
ues to grow at this rate for
any considerable period in
the future, would be at-
tended by some very real
hazards. It is of the ut-
most importance to re-
member that the political
happenings of the past few
weeks are encouraging pre-
cisely because they seem to
offer an opportunity to be-
gin a long list of difficult
and ftime-consuming but
imperative tasks. The
voidance of the National
Industrial Recovery Act
and the Frazier-Lemke law
cannot possibly, as we
think, in and of itself lay
the basis for sound and en-
during prosperity. The
action of the House in de-

have had a particularly disturbing effect upon the
public mind, partly perhaps because the spirit of the
day has prevented the public from giving the facts a
great deal of attention, and partly because the par-
ticular projects involved in the case had to some ex-
tent, at least, a war origin, and Congress, with a de-
gree of plausibility, solemnly asserted in the law that
they had as their purpose improvement of navigation,
prevention or limitation of flood damage and the
strengthening of national defense through providing
capacity for the manufacture of explosives, all of
which seem to set the case in question somewhat
apart from a number of projects often spoken of as
being under consideration for further application of
the so-called yardstick principle.

leting the so-called “death sentence” from the Senate
version of the public utility holding company bill leaves
the measure a thoroughly distressing piece of pro-
posed legislation. Even the Senate form of the
proposed Banking Act of 1935 would leave our na-
tional banking laws in a deplorable condition.

Budgetary and Other Problems

OUR budgetary situation is as desperate as it ever

was. The Secretary of the Treasury has just
announced that emergency expenditures have now
passed the $10,000,000,000 mark, only $1,000,000,-
000 of which was disbursed before the present Admin-
istration came into office a little over two years ago.
There is not the slightest indication of any reduction
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in outlays, which have long been of astronomical pro-
portions. The international currency situation, par-
ticularly the relation of the dollar to the other cur-
rencies of the world, continues to be of the worst,
without any evidence of a rational and vigorous effort
to correct the evils arising therefrom. Satisfactory re-
covery must of necessity await some really construc-
tive work in this field. But currency difficulties, in
turn, cannot be eliminated without giving thought to
a number of other questions that are wholly neglected
or are being badly mishandled in Washington to-day,
including, of course, international trade relations
and international debts of war origin and otherwise.
The troublesome Wagner bill has become law and
must at some time be repealed.

The new Tennessee Valley Authority measure is
from all reports virtually certain to become law at this
session of Congress. Unless the courts intervene in a
way in which the Federal Court in New Orleans was
obviously disinclined to do the other day, a greatly
expanded ‘“‘yardstick’ program appears to be almost
a certainty, with all that this implies for the utility
industry. Presumably the social security legislative
program will, in one form or another, reach the
statute book during the next few weeks. In any
form it will impose the gravest sort of burdens upon
American industry, and in addition create disturb-
ances of a subtle and far-reaching kind throughout
industry, trade and finance. The encouragement
that recent events have brought to us has had its
origin in the belief that the time was approaching
when we as a people could begin the painful and time-
consuming work of eliminating these policies and pro-
grams and of correcting the evils they have brought.
A spirit of over-confidence, or a false supposition
that our major problems are already solved, would at
this juncture almost inevitably greatly impede pro-
gress with this highly essential and urgent work.

Excess Reserves a Dangerous Factor
HERE is also another aspect of this situation
which has not yet become a definite threat but
which always lies in the background as a very real
hazard. Excess reserves of member banks now
amount to nearly $2,500,000,000. This theoretically
makes possible an expansion of bank loans of about
$25,000,000,000. A vast volume of unused funds is
known to lie in the banks. The Federal Government
has set up innumerable agencies to lend money for
various purposes and to facilitate lending by private
agencies. It has for a long time past been conducting
a virtual campaign to persuade the people to borrow.
The plethora of funds has already caused yields on
investments to shrink to proportions admitted on all
sides to be unwholesome in the extreme. It has like-
wise caused the prices of many of the more specu-
lative securities to rise in spectacular manner until
quotations, in some instances at least, are at levels
that can be defended only with reasoning distress-
ingly akin to that so prevalent during the latter days
of the “boom” period ended in 1929.

On the whole, however, the business community
has proceeded with remarkable self-restraint. It has
unquestionably done so because it lacked faith, and
warrantably so, in the nostrums of the day, and nat-
urally feared to proceed aggressively with plans and
commitments looking well into the future. It has
found it much wiser to proceed with caution. But
who can say that it will continue to show this wis-
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dom should the buoyancy of spirit now spreading
through the community attain much greater pro-
portions? We cannot bring ourselves to take much
of the current talk about a ‘“general boom” in the
autumn very seriously. Yet it is always extremely
difficult to foresee the oncoming of such movements
when the stage has been so thoroughly set for them
as is the case at present. In the present circum-
stances we should look with uneasiness upon any
forward surge of business that disregarded the ob-
vious pitfalls now awaiting the unwary. Any
movement likely to be widely regarded as real pros-
perity prior to the time when proper foundations
have been laid for it—as is not at present the case—
could, it seems to us, hardly fail to end in worse
disaster than befell us in 1929. Probably this danger
is not immediately imminent, but we believe the time
has come when it is wise for those who lead the way
in the business world to remind themselves of these
distinctly unpleasant possibilities.

Indefensible Tactics

HE Senate Committee investigating the so-called
lobbying by utility interests against the pend-
ing holding company legislation appears to have
disclosed some wholly indefensible acts on the part
of one group of utility interests. With genuine re-
sentment against the provisions of the proposed law
so prevalent, it is difficult to understand why any-
one should have felt it necessary to dispatch forged
telegraphic protests to Washington, even if no seru-
ples were felt in the matter. Whether other ineci-
dents of a like sort occurred of course we have no
way of knowing, but we must believe that the vast
majority of those who now control the affairs of
the utility companies are far too honorable and too
wise to resort to such chicanery. It would be unfor-
tunate indeed if the whole industry and all of those
who hold its securities are made to suffer for the sins
of one wayward group.

High Taxes Already a Reality

OMMENT is frequently heard concerning the
heavy load of taxation which the enormous
public expenditures of the past few years will im-
pose upon coming generations. That heavy burdens
will have to be borne in years to come, if we are ever
to work our national debt down to reasonable pro-
portions, is of course obvious. Let it not be.supposed
for a moment, however, that this is a matter only of
the future. Such is most certainly not the case as cer-
tain facts made public within the past few days by
the American Iron and Steel Institute amply demon-
strate. The Institute has compiled statistics of the
taxes, National, State and local, paid by the com-
panies in the steel industry, which combined repre-
sent more than 93% of the productive capacity of the
country. These figures show that the net income of
these enterprises available for taxes and dividends
during the past six years amounted in all to $587,-
917,992, Of this sum taxes took $390,187,997, or
66.4%. During the year 1934 the net income so
available amounted to $35,522,474, while taxes levied
upon the concerns amounted to $56,232,117. It is to
burdens of these proportions that those arising from
our present extravagances must be added. It is ob-
vious that even so rich a country as the United
States cannot indefinitely remain solvent if we con-
tinue in these matters as we have been doing.
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Federal Reserve Bank Statement

EGINNING with the banking statistics made
available yesterday, an official estimate is to
be furnished weekly by the Federal Reserve Board
of the aggregate of excess member bank reserves over
requirements. This is a welcome addition to the
statements, which the Federal Reserve Board slowly
has been elaborating in recent years. The official
estimate evidently is to be furnished in response to
the continuing interest in this aspect of the national
credit position. That recent private estimates have
been remarkably accurate is shown by the current of-
ficial indication that such excess reserves amounted
to approximately $2,340,000,000 on July 17. They
were close to $2,500,000,000 a week earlier, and the
Treasury financial operations which occasioned the
reduction comprise the chief changes now recorded
in the Federal Reserve statement. Offerings of se-
curities by the Treasury for which payment is made
in cash, rather than in the form of war loan deposits
by subscribing banks, caused a sharp increase in the
Treasury deposits with the system on general ac-
count. Member bank deposits on reserve account de-
clined correspondingly, the decrease being no less
than $127,395,000. This recession is reflected also in
the total of excess reserves over requirements, but as
the Treasury disburses funds from its general ac-
count, reserve deposits and excess reserves can be
expected to inrease again. Although the total already
is exaggerated and a great potential danger, further
records are almost inevitable, since deposit of gold
certificates as national bank notes are retired from

circulation will also tend to increase the figure.
Gold imports on any noteworthy scale again were
lacking in the week covered by the report, and there
is now recorded a decline of $31,000 in the gold cer-
tificate holdings of the system. The figure remains
at $6,226,200,000, however, and as cash continued to
flow into the Reserve banks, total reserves increased
to $6,499,594,000 on July 17, from $6,490,061,000 on
July 10. Currency in circulation declined season-
ably, and the total of Federal Reserve notes is re-
ported at $3,258 418,000, against $3,267,401,000 a
week earlier. Member bank deposits on reserve ac-
count fell to $4,924,402,000 from $5,051,797,000,
while Treasury deposits on general account in-
creased to $250,869,000 from $101,588,000, and these
changes were chiefly responsible for the relatively
modest change in total deposits, which increased to
$5,477,332,000 from $5,455,841,000. The reserve ratio
once again was unchanged at 74.4%. Discounts by
the system fell $176,000 to $6,665,000, while indus-
trial advances increased $93,000 to $28,268,000. Open
market bill holdings showed a modest decrease to
$4,679,000 on July 17, against $4,687,000 on July 10,
while holdings of United States Government securi-
ties declined to $2,430,247,000 from $2,430,413,000.

The New York Stock Market

HE New York stock market gave further indica-
tion this week of improvement in the financial

and industrial outlook. Unsettling legislation prob-
ably will remain a menace so long as Congress re-
mains in session, but such possibilities were not of
great importance in recent sessions of the market.
Prices of stocks were marked upward steadily in
the first half of the week, and after a period of hesi-
tation on Thursday they showed a tendency to re-
cede. Liquidation, largely of the profit-taking
variety, was pronounced yesterday and in most sec-
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tions parts of the early gains thus were lost. It is
highly noteworthy, however, that most of the im-
portant average compilations attained their best
levels since 1931 in the upswing. In all likelihood
this portends a vigorous business advance, since the
movement now has been in progress for several
months. Activity also was well sustained this week,
with transactions in stocks on the New York Stock
Exchange averaging more than 1,000,000 shares and
almost reaching the 1,500,000 mark on Thursday.
A modest upward trend was in evidence on Monday,
with steel shares in best demand, owing to a pro-
nounced increase of operations in that industry.
Machinery and railroad equipment stocks showed
gains, and copper issues also advanced, but oil shares
declined slightly owing to an uncertain gasoline
price situation. Dealings on Tuesday were quiet,
but a good tone again prevailed. Some of the special-
ties advanced rapidly, while group gains were most
pronounced among the motor and metal stocks. A
little realization selling appeared in steel shares,
while oil and railroad issues also were soft. Ad-
rances again predominated on Wednesday, with sub-
stantial gains recorded in the motor and motor
equipment groups. Most other industrial issues
likewise improved, but the oil and railroad groups
remained weak. More uncertainty prevailed on
Thursday, when an early advance came to a halt on
profit-taking and was turned into a late decline.
The movements were not great, but the initial up-
swing sufficed to occasion the best average figures
for four years. Industrial stocks, generally, closed
higher in this session, while small losses appeared
in the utility, copper, oil and railroad groups.
Week-end realization sales yesterday caused a gen-
eral downturn of prices, with virtually all groups
affected. The losses were fairly pronounced in a
few issues, but only fractional recessions appeared
in the great bulk of stocks.

In the listed bond market, quiet investment de-
mand was in evidence. United States Government
securities advanced slightly, and some new records
were attained in long-term bond prices. Best-rated
-ailroad, utility and industrial bonds varied only
fractionally, as attention again was centered more
on new issues than on outstanding bonds. Specu-
lative senior securities followed the tendencies
established in the stock market. Among foreign
bonds much uncertainty existed with respect to
Italian issues, but the wide price swings left these
bonds not much changed for the week. Latin Amer-
ican bonds again were under accumulation. Com-
modity markets showed alternating periods of
strength and weakness, but there was little net
change of quotations for the week. Foreign ex-
change dealings reflected strength in the gold cur-
rencies, largely in response to the measures adopted
in France for balancing the budget. Sterling also
was firm in most sessions, while movements other-
wise were unimportant.

Among the dividends declared during the week the
Louisville & Nashville RR. took adverse action on
its common stock by a reduction in the semi-annual
distribution from $1.50 a share to $1 a share, pay-
able Aug. 24 1935.

On the New York Stock Exchange 188 stocks
touched new high levels for the year and 21 stocks
touched new low levels. On the New York Curb
Exchange 93 stocks touched new high levels and 22
stocks touched now low levels. Call loans on the
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New York Stock Exchange remained unchanged at
1/ 9%, the same as on Friday of last week.

On the New York Stock Exchange the sales at the
half-day session on Saturday last were 442940
shares; on Monday they were 949,110 shares; on
Tuesday, 900,523 shares; on Wednesday, 1,357,940
shares; on Thursday, 1,495,540 shares, and on Fri-
day, 1,149,220 shares. On the New York Curb Ex-
change the sales last Saturday were 102,560 shares;
on Monday, 186,180 shares; on Tuesday, 178,645
shares; on Wednesday, 180,305 shares; on Thursday,
236,625 shares, and on Friday, 214,615 shares.

Trading volume on the Stock Exchange the present
week reached substantial proportions, with gains the
rule in many groups. Yesterday the market dis-
played some weakness and closed irregular. General
Electric closed yesterday at 2734 against 2673 on
Friday of last week; Consolidated Gas of N. Y. at
2514 against 2534 ; Columbia Gas & Elec. at 634
against 784 ; Public Service of N. J. at 3614 against
37; J. I. Case Threshing Machine at 6015 against
581/ ; International Harvester at 4934 against 4735
Sears, Roebuck & Co. at 49 against 475; Mont-
gomery Ward & Co. at 2934 against 2974 ; Wool-
worth at 6214 against 621/, and American Tel. & Tel.
at 12734 against 127. Allied Chemical & Dye closed
yesterday at 15914 against 15773 on Friday of last
week; B. I. du Pont de Nemours at 10514 against
10634 ; National Cash Register A at 17 against 17155
International Nickel at 2614 against 28; National
Dairy Products at 17 against 1673 ; Texas Gulf Sul-
phur at 3354 against 3475 ; National Biscuit at 31594
against 3114 ; Continental Can at 8834 against 8534 ;
Bastman Kodak at 147 against 14875; Standard
Brands at 1514 against 1534 ; Westinghouse Elec. &
Mfg. at 6014 against 5814 ; Columbian Carbon at 92
against 90; Lorillard at 2174 against 2134 ; United
States Industrial Alcohol at 45 against 4614 ; Canada
Dry at 105 against 1175; Schenley Distillers at
3254 against 3234, and National Distillers at 263/
against 271.

The steel stocks continued their gains of the previ-
ous week. United States Steel closed yesterday at
3834 against 3634 on Friday of last week ; Bethlehem
Steel at 3134 against 30%%; Republic Steel at 15
against 1414, and Youngstown Sheet & Tube at 21
against 197%. In the motor group, Auburn Auto
closed yesterday at 2234 against 2234 on Friday of
last week; General Motors at 3614 against 361/ ;
Chrysler at 537 against 527, and Hupp Motors at

5 against 134. In the rubber group, Goodyear
Tire & Rubber closed yesterday at 1894 against 1914
on Friday of last week; B. F. Goodrich at 77
against 8, and United States Rubber at 1214 against
1314. The railroad shares were irregularly changed
for the week. Pennsylvania RR. closed yesterday at
241/ against 2334 on Friday of last week; Atchison
Topeka & Santa Fe at 51 against 499 ; New York
Central at 1714 against 1714 ; Union Pacific at 106
against 106; Southern Pacific at 18 against 181/ ;
Southern Railway at 614 against T4, and Northern
Pacific at 19 against 197%. Among the oil stocks,
Standard Oil of N. J. closed yesterday at 459
against 4814 on Friday of last week; Shell Union
0il at 9 against 1014, and Atlantic Refining at 2214
against 25. In the copper group, Anaconda Copper
closed yesterday at 1514 against 16 on Friday of last
week; Kennecott Copper at 1974 against 187g;
American Smelting & Refining at 421/ against 431/,
and Phelps Dodge at 181/ against 177%.
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Trade and industrial indices were not unfavorable
this week, and they proved a direct influence on
some important groups of stocks, such as the steel
issues. The American Iron and Steel Institute esti-
mated steel-making for this week at 39.9% of
capacity against 35.3% last week, 38.3% one month
ago, and 28.8% one year ago. This represents an
increase of 4.6 points, or 13.0%, from the preceding
week. Production of electric power in the week
ended July 13 amounted to 1,766,010,000 kilowatt
hours, according to the Edison Electric Institute.
This compares with production of 1,655,420,000 kilo-
watt hours in the preceding week, which contained
the July 4 holiday. Car loadings of revenue freight
in the week ended July 13 were 566,488 cars, the
American Railway Association reports, against
472,421 cars in the preceding weekly period.

As indicating the course of the commodity mar-
kets, the July option for wheat in Chicago closed
yesterday at 84c. as against 813gc. the close on
Friday of last week; July corn at Chicago closed
yesterday at 831%4c. as against 813/c. the close on
Friday of last week. July oats at Chicago closed
yesterday at 3334c. as against 331c. the close on
Friday of last week.

The spot price for cotton here in New York closed
yesterday at 12.30c. as against 12.45c¢. the close on
Friday of last week. The spot price for rubber
yesterday was 11.94c. as against 12.16¢. the close on
Friday of last week. Domestic copper closed yester-
day at Sc., the same as on Friday of last week.

In London the price of bar silver yesterday was
30 3/16 pence per ounce as against 3115 pence per
ounce on Friday of last week, and spot silver in New
York closed yesterday at 6734c. as against 683/c.on
Friday of last week. In the matter of the foreign
exchanges, cable transfers on London closed yester-
day at $4.96 as against $4.9534 the close on Friday
of last week, while cable transfers on Paris closed
yesterday at 6.63595c. as against 6.6134c. the close
on Friday of last week.

European Stock Markets

HEERFUL conditions prevailed during most ses-
sions of the current week on stock exchanges in

the leading European financial centers. Gains were
small but persistent in the first half of the week at
London, Paris and Berlin, while profit-taking and
other occurrences caused a little uncertainty there-
after. Fears of monetary disturbances have been
allayed for the time being, with the budget-balancing
program of the French Government contributing not
a little to this result. The Bank of The Netherlands
was able on Wednesday to announce a reduction in
its discount rate to 3% from 31%5%, while on Thurs-
day the Bank of France marked its rate down to
314 % from 4%. The London market reflected a gen-
eral spirit of confidence, as indicated by rapid over-
subscription on Wednesday of a £32,000,000 214%
Government-guaranteed debenture issue of the Lon-
don Electric Transport Ifinance Corporation. Im-
portant gains again were reported in British foreign
and domestic trade, when the situation was reviewed
in the House of Commons, Thursday, by Walter
Runciman, President of the Board of Trade. The
growth of British trade since 1932 has been “remark-
ably persistent,” he said. The French market tended
to recover a little this week from the serious and
drastic declines of previous trading. The extreme
measure of a forced curtailment of interest on
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French Government loans, as announced Tuesday
by Premier Pierre Laval, apparently had been suf-
ficiently discounted. The Berlin market was quiet
and firm until Thursday, when announcement was
made of large losses by the two.great German ship
lines. The companies, under the dictation of the
German Government, placed their fleets in the
hands of operating companies, and the virtual re-
organization caused such heavy selling of the stocks
on Thursday that the shares were removed from the
list for the day.

Trading on the London Stock Exchange was quiet
in the initial session of the week, with the tone firm
in nearly all departments. Investment buying occa-
sioned small gains in British funds. Strength also
was general in the industrial section, while gold
mining stocks likewise improved. In the foreign de-
partment a few sharp advances were recorded, nota-
bly in Uruguayan securities. Business did not pick
up on Tuesday, but there was no change in the gen-
eral trend toward better levels. Gilt-edged issues
led the advance, while gains likewise appeared in
industrial stocks and some of the gold mining shares.
There was little interest in foreign securities. Rapid
absorption on Wednesday of the large London Trans-
port issue gave a good tone to the market on that
day, British funds continuing their advance. Im-
portant gains were recorded in some industrial is-
sues, but gold mining stocks and foreign obligations
were neglected. The trading on Thursday was
marked by modest profit-taking. British funds were
slightly easier, while recessions also appeared in
most industrial stocks. Advances were registered in
Anglo-American trading favorites, however, owing
to favorable reports from New York. With the end
of the account impending, trading diminished yester-
day on the London exchange, while price changes
were unimportant,

The Paris Bourse was closed on Monday in ob-
servance of Bastille Day, and when trading was re-
sumed on Tuesday the market was faced by the dis-
closure of Premier Laval’s economy measures. The
Bourse apparently was aware for some weeks that
a forced reduction of interest on rentes would be in-
cluded, for the Government issues had declined sen-
sationally in the two previous weeks, When the
measures were announced, they were accepted qui-
etly and viewed as the only alternative to a further
devaluation of the franc. Rentes were unchanged,
and only small fractional movements were recorded
in bank, utility and industrial stocks. Confidence in
the Government’s credit increased on Wednesday,
and sharp gains in rentes were registered. Equities
were unsettled, however, on the realization that the
increased tax on stock dividends will curtail income
from such issues. Further study of the economy de-
crees again impressed the market favorably on
Thursday, and a vigorous advance occurred. Lower-
ing of the Bank rate also aided the trend, which was
pronounced in rentes. French bank and industrial
stocks also improved, but foreign issues were un-
certain. Rentes again were marked upward yester-
day and small gains appeared also in most equities.

The Berlin Boerse was dull in the first session of
the week, but small advances appeared in a majority
of the listed securities. No interest was taken 4n
fixed-interest issues, despite the efforts of the Ger-
man authorities to transfer attention from stocks
to bonds. Activity again was restrained on Tuesday,
but sharp advances resulted in the speculative favor-
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ites. Gains of 2 to 4 points were recorded, despite
some realization selling near the close. Unsettlement
followed on Wednesday, and losses in that session
were almost as pronounced as the preceding gains.
Reichsbank shares were marked 4 points lower, while
losses also were general among industrial securities.
Changes were insignificant in bonds, which failed to
attract any interest whatever. Reorganization pro-
posals put forward on Thursday for the two largest
German shipping companies unsettled the market
in that trading period. Large selling orders appeared
in the shipping issues, which were not permitted to
be quoted. The situation depressed the rest of the
market and losses were general. Declines of 15 to
16 points were recorded yesterday in German ship-
ping issues, and these drastic recessions also umn-
settled other securities.

Trade Agreement with Russia

lN A MANNER that is modest but probably of great

ultimate significance the diplomatic impasse
that has existed on trade relations between Russia
and the United States was broken last Saturday,
when announcement was made in Moscow and Wash-
ington of an agreement to facilitate and increase
trade between the two countries. An exchange of
notes by Foreign Commissar Maxim Litvinoff and
United States Ambassador William C. Bullitt
placed in effect for one year an understanding where-
under Russia will increase her purchases in this
country, while the United States will extend to the
Soviet Government the tariff concessions involved
in the various special reciprocal tariff agreements
negotiated under the Tariff Act of 1934. This
agreement ends the deadlock that has prevailed
since negotiations on the Russian debt and loan prob-
lems were abandoned last year. When the Soviet
Government was recognized soon after President
Roosevelt was inaugurated, there was talk of a vast
expansion of Russian-American trade, but in the
present discussions a much more modest and rea-
sonable expectation is reflected. Although no trade
figures are mentioned in the formal agreement, Rus-
sian authorities have indicated their intention to in-
crease purchases in this country to $30,000,000 dur-
ing the next 12 months, as against imports of less
than $15,000,000 last year. Similarly, American im-
ports from Russia are expected to increase sharply
under the extension to Russia of the tariff conces-
sions negotiated in the special agreements. The new
agreement, while applicable for only one year, is
subject to indefinite extension. The State Depart-
ment at Washington, in announcing the pact, de-
clared that it “should contribute in an important
measure to the success of the Administration’s
efforts to restore our foreign trade as a whole
through the trade agreements program.”

Not only externally, but internally as well, much
progress appears to have been made of late by the
Soviet authorities, possibly because of a steady drift
away from strict Communism and toward the com-
petitive principles that have proven so serviceable
during the last three or four centuries. Private
manufacture and trade remain fairly important in
Russia, despite all the efforts to do away with such
enterprise. State industry along Soviet lines, which
proved so costly in poor products and general inef-
ficiency, received a new incentive not long ago
through introduction of a premium pay system for
high production and good quality. The bonuses are
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likely to diminish spoilage and slipshod methods
in the heavy industries. Farm collectivization, how-
ever, appears to have proceeded with remarkable
celerity, and 85% of the cultivated land and 80% of
the peasants are now reported included in the col-
lective systems. An important reservation in this
respect was made, on the other hand, by J oseph Sta-
lin, the Soviet Dictator,who declared that individual
tastes and needs must be respected on Soviet State
and collectivized farms. M. Stalin rejected pro-
posals for reducing the garden patches of the col-
lectivists, and these areas continue to be treated as
private property. Recent dispatches suggest that
the grain harvest in Russia this year will be the
greatest in that country’s history. i

Industrial production likewise is increasing, much
in accordance with the optimistic schedules of the
Russian authorities. The iron and steel industry
has been ordered to operate on a profitable basis and
without the Government subsidies which proved so
important in the early stages of development. One
of the best and most reliable indications of Soviet
improvement is to be found in the termination of the
foreign exchange crisis. External obligations of the
Soviet regime were met with the greatest circum-
spection throughout the depression, even though ex-
tensive sales of art works were found necessary for
a time. Such sales have ended, and the Soviet
authorities for more than a year have addressed
themselves to the task of reducing the circulation of
paper currency within the country. In this endeavor
they are reported to have been remarkably success-
ful, as the volume of rubles in circulation declined
more than 1,000,000,000 last year, and all currency
in circulation is now estimated unofficially at
7,000,000,000 rubles. The internal value of the ruble
has advanced, it is said, and foodstuffs and consum-
ers’ goods generally are reported to be much more
plentiful and of better quality than at any previous
time during Soviet rule.

French Budget

MDASURES for balancing the French national

budget, anxiously awaited since Premier
Pierre Laval received the power to govern by decree,
were adopted early last Wednesday, in the form of
29 special laws, presented for the signature of Presi-
dent Albert Lebrun. These measures, which came
into force on Thursday, plainly reflect the strained
political situation in France, for they are directed
mainly against the rentier class and include the un-
precedented step of a 10% reduction in the interest
payable on rentes, or French Government obliga-
tions. Salaries of Government officials amounting
to 10,000 franes or more a year, and of pensions of
the same order, are subjected in a like manner to a
special 10% reduction, while taxes on incomes over
80,000 franes a year are increased sharply. Other
measures also are taken in response to agitation in
Trance which resembles the “soak-the-rich” propa-
ganda in the United States. A further attempt to
placate French malcontents is made by an extensive
scheme for reducing the cost of living, largely at
the expense of the propertied classes. The decrees
were enacted after long Cabinet sessions, and they
made their appearance three days after quiet but
impressive Bastille Day celebrations. Publication
of the decrees was delayed by M. Laval until after
the July 14 holiday, but it would hardly seem that
his precautions were necessary, for they could not
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fail to appeal to the most radical elements in France.
They will, however, most assuredly not appeal to the
rentier class, which also is a highly important one
in France, and M. Laval is quite apt to face serious
trouble when he goes before Parliament next autumn
to answer for his enactments. The Paris Bourse
apparently had some inkling of the measures for
budget balancing to be adopted, since quotations for
rentes declined sharply all of last week.

Promulgation of the decrees caused little commo-
tion in France, partly because they had been dis-
counted in the extensive market recessions, and
partly because they are considered the alternative to
devaluation of the franc. In numerous dispatches
from France, emphasis has been placed of late upon
the growing unrest in that country and the tendency
of the countless political factions to merge into two
main groups of the extreme Right and the extreme
Left. Fascist agitation has been especially pro-
nounced, and it was feared that the Bastille Day
celebrations of last Sunday would produce clashes
between Fascists and Communists. But trouble was
averted through the simple device of staging sepa-
rate celebrations of the discordant political groups.
In Paris a tremendous military display was held,
with 600 airplanes participating. This was followed
by a parade of about 200,000 socialists, communists
and other Left-Wingers, who marched hour after
hour past the July column, where the Bastille once
stood. The French gendarmerie remained discreetly
in the background, dispatches said, and trouble
threatened only on the one or two occasions when
they made an appearance. Later in the day the
French Facists staged their own celebration in the
Champs Elysee, and it is significant that they num-
bered tens rather than hundreds of thousands.
Much less enthusiasm is said to have been evoked by
the Fascist demonstrations than by the parade of
the Leftists.

Bastille Day troubles having been averted, Pre-
mier Laval proceeded to perfect his proposals for
balancing the budget last Tuesday, and Cabinet ses-
sions continued throughout all of that day, so that
the series of decrees was not ready for President
Lebrun’s signatures until early on Wednesday. Not
long ago M. Laval admitted publicly that the accu-
mulated budget deficit exceeds the 10,000,000,000-
franc figure at which it was popularly placed, and
his measures provide economies and new revenues
estimated at about 11,000,000,000 francs. The 10%
reduction of interest on rentes, which is little short
of a capital levy, is the most important of the so-
called economies, while Government expenditures
will be lessened also by the reduction of 109 applic-
able in all cases where Government salaries and pen-
sions amount to 10,000 francs or more annually.
Revenues will be increased through additions to the
income taxes, on sums of 80,000 francs and more,
while the tax on the manufacture of munitions and
other war materials is to be increased 259 over
previous figures. The tax of 17% on secuurities
made out to bearer will be increased to 249. In
order to reduce the cost of living in France a third
series of decrees was announced. Mortgage interest
rates were cut 10% and an equal reduction was
effected in the rent payable for homes and apart-
ments, where the annual figure is 10,000 francs or
less. Reductions in coal prices, ranging from 5 to
15%, were ordered, and a 5% reduction was decreed
in the prices of gas and electricity. The price of
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bread was reduced 10 centimes a kilogram. The
direct economy and revenue measures are expected
to aid the national exchequer more than 7,000,000,000
francs, while economies on railroad and depart-
mental and communal expenditures will result in a
fuurther estimated saving of more than 3,000,000,000
francs. In announcing the program, Premier Laval
insisted once again that France will not devalue her
currency.

A good deal of grumbling was reported throughout
France after publication of the deflationary decrees
of the Laval Cabinet, and protests from many inter-
ested groups are in preparation. But in general the
disposition was to meet the requirements, since they
appear to be the only alternative to a second revalua-
tion of the franc. Serious opposition may not de-
velop until next October, when Parliament recon-
venes to ratify the emergency measures. Premier
Laval issued a brief appeal on Wednesday for popu-
lar support of his program, which he described as
“equality of sacrifice.” The salvation of the country
requires the measures, he said, as serious danger
looms when the nation’s public debt increases in a
few years’ time from 260,000,000,000 to 340,000,-
000,000 francs. “When the Government fails in
courage, revolution steps in; when the Government
is courageous, it is possible to keep the national
finances healthy,” M, Laval declared. He suggested
also that a sound currency and domestic order would
give his Government authority to represent France
strongly in international relations and would con-
tribute to a peaceful solution of pending questions.

- Immediately after publication of the decrees it was
made plain by French authorities that the 10% re-
duction on coupons of rentes does not apply to
French bonds issued externally and not listed on
the Paris Bourse. In the case of external French
bonds which are listed on the Bourse, holders of
foreign nationality will be exempt from the levy on

proof that the securities were their property on
July 17 1935.

Italo-Ethiopian Conflict

WAR looms ever more imminently in the develop-

ing conflict between Italy and Ethiopia, and
there are now few observers who are not convinced
that hostilities will start next September despite
all mediatory efforts and any protests that may be
made. Italian authoritiees reaffirmed this week
their apparent intention of waging a war of conquest
against the ancient Ethiopian Empire, while in
Abyssinia itself preparations for an armed conflict
are proceeding as well. With this situation obvi-
ously in mind, Secretary of State Cordell Hull late
last week took the unusual step of issuing a declara-
tion in support of the Kellogg-Briand pact, outlaw-
ing war as an instrument of national policy. This
treaty, which was shaped largely by the United
States and accepted by virtually every other country
in the world, is no less binding now than when it
was signed, Mr. Hull pointed out. “The United
States and the other nations are interested in the
maintenance of the pact and the sanctity of the
international commitments assumed thereby for the
promotion and maintenance of peace among the
nations of the world,” the Secretary added. Al-
though Italy was not named in the statement, Secre-
tary Hull explained that it was issued in response
to questions regarding the application of the treaty
to the Italo-Ethiopian controversy. Rome dis-
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patches indicated that Italian authorities were
nettled by the statement. Apparently of more sig-
nificance, however, is the evident intention of the
British Government to make the best of a bad situa-
tion and prevent any ill feelings between Rome and
London, whatever the consequences to Ethiopia.
The declaration last week by Foreign Secretary Sir
Samuel Hoare, to the effect that no economic or
other sanctions would be applied by Great Britain
against Italy, was regarded in Rome as a British
“retreat” from the previous earnest efforts to avert
warfare.

The mere existence of the League of Nations ap-
parently will make necessary some international
hearings on the dispute. At the last League Council
session it was agreed that another meeting would
be held July 25 if the Italo-Abyssinian arbitration
commission failed to reach an agreement by thar
date and also failed to appoint a fifth member to
adjust differences. The commission has virtually
abandoned its task, and Ethiopia has insisted upon
further consideration of the entire problem by the
Council. Dispatches from Geneva, Rome and Lon-
don all indicated this week that a League Council
session probably will be held in the period between
July 25 and Aug. 2 to study the matter. But the
hollowness of this procedure is made apparent by
indications that British, French and Italian authori-
ties are endeavoring to find a way out of the diffi-
culties through the device of a formula that would
permit the League to wash its hands of the affair
without too great a blow to the League’s prestige.
A United Press dispatch from London puts the
matter very baldly by asserting that the three
nations are anxious to “avert the possibility that
some unsporting small nation represented in the
Council might defend Ethiopia’s cause.” In the
meantime strenuous efforts continue to be made by
the British Government to adjust the difficulties
without actual resort to warfare by the two nations
concerned.

Ttalian ideas regarding the conflict with Ethiopia
once again were made clear last Monday, when Pre-
mier Benito Mussolini declared at a Fascist gather-
ing that the “accelerated pace of Ethiopian military
preparations makes it necessary for us to proceed
‘with further measures of a military character.”
Mobilization of an additional 30,000 soldiers was
ordered by the Italian Dictator, and many thousands
more were recalled to the colors. It was estimated
early this week that 175,000 soldiers now have been
mobilized for service in East Africa, while native
troops and civilian workers increase the force at
Premier Mussolini’s disposal to 245,000 men.
Deeply impressed by the Italian preparations and
the likelihood of an early armed conflict, Emperor
Haile Selassie appeared before the Ethiopian Parlia-
ment on Thursday and in an earnest speech implored
his countrymen to fight with him to the death if an
attack is made by Italy. In the event of war, the
Emperor said, he will not hesitate to lead his troops
in person and to shed his own blood in defense of
his country. “Ethiopia knows how to fight to pre-
serve its independence and its sovereignty,” the Par-
liament was informed. Recalling ancient phrases,
the Emperor declared that “God will be the rampart
and the shield” of his followers. The correspondent
of the New York “Times” in Addis Ababa was in-
formed last Saturday by Emperor Haile Selassie
that an TItalian railway zone through his country
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would be quite unacceptable, ‘“because history
teaches that the creation of such zones inevitably is
followed by annexation.” This comment was predi-
cated on the recent British offer to relinquish some
territory in British Somaliland, in return for Kthi-
opian concessions to Italy. By last Tuesday, how-
ever, Emperor Haile Selassie apparently had
changed his views, for a representative of the same
journal was informed on that day that Ethiopia is
prepared to trade some territory for a port on the
Red Sea, in accordance with the original British
suggestion, Hopes for a peaceful solution of the
Italo-Ethiopian difficulties now are based entirely
on the belief that an adjustment may be reached
along the lines suggested by the British Government.

Financial

German Fascism

LONG period of relative quiet and tolerance in
Germany was broken early this week by bands
of Nazis in Berlin, who attacked and severely beat
Jews in a fashionable section of the city. The inci-
dents were repeated on a smaller scale Wednesday,
and the perpetrators of such outrages were not
molested by the police and were not punished by the
authorities. These and other occurrences show that
the most unpleasant aspects of German Fascism
still prevail, notwithstanding world-wide disap-
proval and the serious effects on German economy
caused by the boycott of German goods in many
countries. Berlin reports suggest that some concern
was aroused by the foreign reaction to the rioting,
but no repressive measures appear to have been
taken. The results of the German anti-Jewish cam-
paign received apt illustration on Wednesday, when
a League of Nations commission reported that
80,500 Jews fled from the Reich after the Nazis
obtained power. Many of these unfortunates are
finding existence precarious and difficult, it is said.
Nor is Nazi fanaticism confined to adherents of the
Jewish faith. A sweeping edict was issued Thurs-
day against what is called “political Catholicism.”
This thinly disguised attempt to repress the clergy
makes illegal any attacks on the German State from
pulpits. These activities diminish sadly the favor-
able impression recently caused by reports that Jew-
baiting was less pronounced and that political
prisoners were receiving better treatment than
formerly in the notorious German prison camps.

Austria

TEPS taken by the Austrian Government for a
return of the Hapsburgs and the restoration of
their confiscated properties have aroused keen oppo-
sition among the succession States to monarchical
rule in Austria, and the future of that small Central
Buropean State remains enigmatic. The decrees
providing for a return of the exiled Empress Zita
and Archduke Otto caused unusual diplomatic
activity in the capitals of the Little Entente coun-
tries. Although no formal pronouncements have
been made, official journals were utilized to make
plain that the Little Entente would hold intolerable
even a return to Austria of the members of the
Hapshburg family who refused to renounce their
claims to the throne. TFor a few days Austrian
affairs were complicated additionally by an auto-
mobile accident in which Chancellor Kurt Schusch-
nige was injured slightly and his wife killed. The
accident, coming less than a year after the assassina-
tion of former OChancellor Engelbert Dollfuss,
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aroused fears of further activities on the part of
assassing, and on this point some doubt still re-
mains. It was reported at first that Chancellor
Schuschnigg was killed, and the opinion prevailed
over the last week-end that the Chancellor might be
eliminated from Austrian politics and replaced by
Prince Ernst Ruediger von Starhemberg, the Vice-
chancellor. But Chancellor Schuschnigg quickly
mdicated that he has no intention of relinquishing
ais post.

Leading statesmen in Czechoslovakia, Yugoslavia
and Rumania conferred late last week on the possi-
bility of a return of the Hapsburg family to Austria.
In all three countries it was made clear last Monday
that such a return would not be tolerated. This dis-
poses of the rumors that the Little Entente might
prefer the Hapsburgs to Austrian “anschluss” with
Germany, which many observers believe a possible
alternative. A most emphatic declaration was made
in the official organ of the Czechoslovakian Foreign
Office. “Every one who knows the situation as it is
in Central Europe understands that not merely the
return of the Hapsburgs to Austria but any discus-
sion of the subject is quite unacceptable to every one
of the Little Entente States,” the Prager Presse said.
“The whole of the Little Entente is prepared to
accept the last consequences of its decision to oppose
not only restoration but the mere return of Otto and
Zita to Austrian soil. Restoration of our former
oppressors in Austria or in Hungary would bring
about such disorders and warfare that Europe could
hardly survive.” The Yugoslavian attitude against
restoration of the Hapsburgs was made known-
similarly through the Belgrade newspaper, “Po-
litika.” Restoration, that journal said, would bring
about a basic reorientation of policies in Central
Europe. The Rumanian Minister of Finance, Virgil
Madgearu, declared in Bucharest that the Little
Entente States had formed a powerful defensive
front against restoration of the Hapsburg dynasty.

Discount Rates of Foreign Central Banks

HE Bank of The Netherlands on July 17 reduced

its discount rate from 3159 to 3%,. The 3149,
rate had been in effect since July 5 1935, at which
time it was reduced from 4%. On July 18 the Bank
of France reduced its rate from 49, to 3149, the
49, rate having been in effect since July 4, at which
time it was lowered from 5%. This is the third time
in a month that reductions in discount rates have
been made by both of these banks. Present rates
at the leading centers are shown in the table which

follows:
DISCOUNT RATES OF FOREIGN CENTRAL BANKS
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Rate in
Effect
July 19

34

Rate in
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July 19

Country Country Date
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Oct. 17 1932
Feb. 16 1934
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Foreign Money Rates
N LONDON open market discounts for short bills
on Friday were 9-16@528% as against 9-16@34%
on Friday of last week, and 549, for three-months’
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bills as against 549, on Friday of last week. Money
on call in London on Friday was 14%. At Paris the
open market rate was reduced on July 16 from 5149,

to 4149, while in Switzerland the rate remains at

3%.
Bank of England Statement

THE statement for the week ended July 17 shows
a loss of £32,506 in gold holdings, but as this was
attended by a contraction of £1,085,000 in circula-
tion, reserves rose £1,052,000. Gold holdings now
aggregate £193,239 334 as compared with £192,178,-
567 a year ago. Public deposits fell off £478,000 and
other deposits £2,532,092. The latter consists of
bankers’ accounts, which decreased £5,010,855, and
other accounts, which rose £2,478,763. The reserve
ratio is up to 35.709, from 34.319, last week; a year
ago it was 44.539,.  Loans on Government securities
dropped off £3,915,000 and those on other securities
£128,014. Other securities include discounts and
advances, which fell off £1,095,718, and securities,
which increased £967,704. The discount rate is un-
changed at 2%. Below are the figures with com-
parisons for several years:
BANK OF ENGLAND'S COMPARATIVE STATEMENT

July 17 July 18 July 19 July 20 July 22
1935 1634 1933 1932 1931

—

£ £ £ £ £
Circulation 399,567,000(383,888,618377,374,459|365,758,804(356,008,249

Public deposits . _ 7,882,000 20,644,473| 19,051,759( 13,379,064| 16,373,298
Other deposits 142,427,136(132,600,912|151,363,885(121,751,271| 92.943.628
Bankers' accounts_ 103,582,360| 96,881,478| 94,159,317 88,023,928| 60,179,250
Other accounts_ _ _ 38,844,776| 35,809,434| 57,204,568 33,727,343| 32,764,378
Govt. securities_____| 91887 044 83,187,071/ 89,590,963| 66,230,765| 34,375.906
Other securities__ 22,826,386( 19,947,007( 25,309,013| 40,315,295 39.075.446
Disct. & advan 9,276,901 7,462,713| 11,246,485| 14,307,079 7,098,770
Securities 13,540,485 12,484,294| 14,062,528| 26,008,216| 31.076.676
Reserve notes & coln| 53.672/000| 68.289.949| 73.606.103| 46,663 453 52,946,336
Coin and bullion_ . __|193'239'334|192.178.567|190.980.652 137,422,347(150,044,584

Froportion of reserve
to liabilities 35.70% 34.537% 49.39%
20; 20; 3%

Bank rate

44.539 43.19%
29, 29,

Bank of France Statement

THE statement for the week ended J uly 12 reveals
a gain in gold holdings of 78,940,498 francs.
Gold holdings now aggregate 71,351,359,405 francs,
in comparison with 79,738,354,272 francs last year
and 81,549,342 441 francs the previous year. Credit
balances abroad show an increase of 2,000,000 franes
and creditor current accounts of 174,000,000 francs.
Notes in circulation record a contraction of 470,-
000,000 francs, bringing the total of notes outstand-
ing down to 81,727,238,775 francs. Circulation a
year ago was 81,482,274,110 francs and the year be-
fore 83,216,432,490 francs. French commercial bills
discounted, bills bought abroad and advances against
secutities register decreases of 212,000,000 franes,
1,000,000 franes and 81,000,000 francs, respectively.
The Bank’s vatio; which is now 74.91%, compares
with 79.129 a year ago. Below we furnish a com-
parison of the different items for three years:
BANK OF FRANCE'S COMPARATIVE STATEMENT

Changes

Jor Week July 12 1935 | July 13 1934 | July 14 1933

Francs

Francs Francs Francs
Gold holdings +78,940,408|71,351,359,405|79,738,354,272(81,549,342, 441
Credit bals, abroad_

2,000,000 8,416,451 14,522,429| 2,574,913,996

a French commercial
bills discounted . _ —212,000,000| 6,815,420,124| 3,834,772,227 3,063,515,258
b Bills bought abr'd —1,000,000] 1,202,156,367| 1,141,255,371 1,403,387,602
Adv. against securs_ —81,000,000 3,275,389,534| 3,123,316,042 2,689,730,456
Note circulation____ —470,000,000(81,727,238,775(81,482,274.110) 83,216,432,490
Credit. current acets| - 174,000,000/13,517,369,968(18,544,750,168 20,700,644,131

Propor'n of gold on
+0.31% 74.91% 79.72% 78.489;,

hand to sight liah_
a Includes bills purchased in France. b Includes bills discounted abroad.
Bank of Germany Statement

THE statement for the second quarter of July
shows a further gain in gold and bullion, this
time of 8,106,000 marks. Gold and bullion now
aggregate 93,930,000 marks, in comparison with
72,171,000 marks a year ago and 218,212,000 marks
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two years ago. An increase also appears in reserve
in foreign currency of 4,367,000 marks, in silver and
other coin of 43,580,000 marks, in notes on other
German banks of 3,914,000 marks, in advances of
3,036,000 marks, in investments of 477,000 marks, in
other daily maturing obligations of 25,138,000 marks,
and in other liabilities of 3,951,000 marks. Notes in
circulation record a decrease of 73,968,000 marks,
bringing the total of the item down to 3,666,522,000
marks. Circulation last year was 3,595,717,000
marks and the previous year 3,338,409,000 marks.
The Bank’s ratio is now at 2.799%, compared with
2.29 a year ago. A comparison of the various items
for three years appears below:
REICHSBANK'S COMPARATIVE STATEMENT

Changes

Jor Week July 151935 | July 15 1934 | July 15 1933

Assets—

Gold and bullion

Ot which depos. abroad
Reserve in foreign curr.
Bills of exch. and checks
Silver and other coin___
Notes on other Ger. bks.
Advances

Reichsmarks
+ 8,106,000

Reichsmarks | Reichsmarks | Reichsmarks
93,930,000 72,171,600 218,212,000
No change 22,109,000 17,916,000 17,647,000
44,367,000 8,373,000 5,591,000 80,325,000

—97,288,000(3,572,039,000(3,325,670,000 3,078,593,000

+43,580,000( 222,690,000/ 239,804,000 259,311,000
43,914,000 50,000| 12,237,000/ 11,007,000
-+ 3,036,000 48,149,000 60,613,000 70,599,000

+477,000] 660,603,000| 701,542,000/ 320,025.000

—11,071,000( 665,122,000| 570,952,000 461,822,000

Liabilities—

Notes in circulation__ __

Other daily matur. oblig

Other liabilities

Propor. of gold & for'n
curr, to note circula’n

—73,968,000(3,666,522,000|3,595,717,000 3,338,409,000
+25,138,000 742,803,000 605,615,000 357 ,003,000
+38,951,000{ 217,147,000 163,451,000/ 180.791.000

+0.39% 2.79% 2.2% 8.9%

New York Money Market
ERY little activity was reported this week in
the New York money market, all dealings and
charges still being dominated by the extreme ease
of recent years and the lack of demand from suit-
able borrowers. Banks, flooded with idle funds,
continued to seek means for putting the money to
work, but this quest remains all but hopeless. In-
dicative of the tendency are the results of a United
States Treasury bill flotation on Monday. The
Treasury reduced this financing to $50,000,000,
against recent totals of $100,000,000, and offered
bills due in 273 days. The $50,000,000 issue was
awarded at an average discount of only 0.052%,
computed on an annual bank discount basis. This
is the cheapest borrowing on record for the Treas-
ury. Call money remained all this week at 149% on
the New York Stock Exchange, while time loans
up to six months’ maturity also held at that figure.
There were no changes in bankers’ bill or commercial
paper rates.

New York Money Rates

DEALING in detail with call loan rates on the
Stock Exchange from day to day, 14 of 19,
remained the ruling quotation all through the week
for both new loans and renewals. The market for
time money has been without apparent movement
this week, no transactions having been reported.
Rates are 1/9 on all maturities. Trading in prime
commercial paper has been moderately active this
week. High-grade paper has been fairly plentiful
and the demand has continued fairly steady. Rates
are 349 for extra choice names running from four
to six months and 19, for names less known.

Bankers’ Acceptances

THE demand for prime bankers’ acceptances has
been very light this week, few bills having come
out. Quotations of the American Acceptance Coun-
cil for bills up to and including 90 days at 3-169;, bid
and 149, asked; for four months, 4% bid and 3-169,
asked; for five and six months, 3497 bid and 5-169,
asked. The bill buying rate of the New York Re-
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serve Bank is 149, for bills running from 1 to 90 days,
349, for 91- to 120-day bills, and 19, for 121- to 180-
day bills. The Federal Reserve banks’ holdings of
acceptances decreased from $4,687,000 to $4.,679,000.
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 Btd Asked Bid Asked
Prime eligible bills % 516 ¥ %6 b4 36

—90 Days— ——60 Days— ——30 Days—
Bid Asked Bid Asked Bid Asked
Prime eligible bills 36 1% 36 % 36

FOR DELIVERY WITHIN THIRTY DAYS

Eligible member banks
Eligible non-member banks

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:
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Course of Sterling Exchange

TERLING exchange is ruling exceptionally steady
with a firm undertone as exchange on London is
seasonally in demand. Fluctuations this week were
within very narrow limits. It should be recalled that
last week sterling went as high as $4.98%% for cable
transfers, a new high for the year, and the highest
since last November. This price for sterling was due
to special circumstances arising from United States
purchases of silver in the London market. Cur-
rently there were no extraordinary transactions affect-
ing the range and the quoted rates represent more
nearly a normal seasonal market, with tourist re-
quirements playing an important part in the demand
for exchange on London. In terms of French francs,
sterling shows little change from last week, doubtless
due to steadying operations of the British Exchange
Equalization control on the other side. For the last
ten weeks the gold value of sterling has not varied by
so much as 19 and the exchange control is expected
to continue its operations. Toward the autumn, how-
ever, the pound is expected to weaken against the
dollar as a seasonal phase of the market, although
new French budgetary trouble may be caused if this
occurs. The range for sterling this week has been
‘between $4.9514 and $4.963% for bankers’ sight bills,
compared with a range of between $4.947% and
$4.9834 last week. The range for cable transfers has
been between $4.95%4 and $4.9614, compared with a

range of between $4.951% and $4.98%% a week ago.
The following tables give the mean London check
rate on Paris from day to day, the London open mar-
ket gold price and the price paid for gold by the United

States:
MEAN LONDON CHECK RATE ON PARIS
Saturday, July 13 74.937 | Wednesday, July 17
Monday, July 15._. ----74.856 | Thursday, July18..
Tuesday, July 16 74.78 | Friday, July 19
LONDON OPEN MARKET GOLD PRTICE
Saturday, July 13....140s. 11d. | Wednesday, July 17..141s. 14d.
Monday, July 15.._.140s. 9)4d. | Thursday, July 18..140s. 1124d.
Tuesday, July 16.---140s, 11}¢d. | Friday, July 19..141s. 3d.
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PRICE PAID FOR GOLD BY THE UNITED STATES (FEDERAL
RESERVE BANK)

Saturday, July 13 ... ._. $35.00 | Wednesday, July 17_____.__$35.00

Monday, July 15. —e—--- 35.00 | Thursday, July18___.__._._. 35.00

Tuesday, July 16 35.00 | Friday, July 19

The London market did not view with entire
equanimity the sharp advance in sterling last week
resulting from American support of the silver market
when weak speculators were reducing their commit-
ments. London was better pleased this week to
see the day-to-day purchases for account of the United
States Treasury on a greatly reduced scale. Finan-
cial quarters in London are of the opinion that the
Washington Administration’s original intention still
holds but that the rate of United States buying will
be slowed. It is also felt that the United States is
not willing to permit the world price to decline below
a certain limit. For the present, at least, it is thought
that this limit is around 30 3-16d. to 30 5-16d. per
ounce. Even so, it is recognized that the current
price is artificially fixed and dependent entirely upon
United States policy. Therefore a change in the
political situation in the United States or in its atti-
tude on silver might bring disaster to holders of the
metal. The United States purchases throughout the
world are of course likely to influence the immediate
trend, but in London circles it is estimated that the
attainment of the 3 to 1 ratio with gold based on pur-
chases of the current year would require 11 years.
London views the program as impracticable. The
return of the United States as a large world buyer of
silver would cause the price to rise, but it would
demoralize China and Hong Kong, inducing selling
from those sources and accelerating smuggling of
silver. Such extensive buying would also be a means
of causing artificially high quotations for sterling ex-
change and would result in aggravating fluctuations
in the pound. Europe unquestionably desires a
moderation of the United States silver policy. Tt is
believed that London financial authorities are making
representations to Washington as to the various fac-
tors operating to disturb the exchange situation.

Despite the improvement in the gold bloe curren-
cies in the past few weeks, the disequilibrium of
these currencies remains a menace to the stability of
the foreign exchanges, according to London observers,
and the recent decision of central banks to support
the gold currencies is construed mainly as a move to
check speculation in guildecs. Evidently these
doubts regarding the future of the gold bloc curren-
cies are widely shaved by possessors of funds in many
other centers. Money continues to flow to London,
influenced entirely by motives of security, so that
there is a constant increase in the volume of available
funds in the London open market and the extremely
low rates are prevented from declining further only
by the concerted action of the London banking au-
thorities.

British business continues its upward course.
Loans are expanding to a greater extent than at any
time in the past four years, but the volume of domes-
tic funds available is decidedly ample for a much
greater expansion of loans to industry, to the munici-
palities and to foreign countries. Accordingly, the
so-called “nuisance money”’ in London, seeking
safety alone, is not permitted to have any influence
on money rates or loan policies. British bankers
have not forgotten the crisis brought on by the sudden
withdrawal of foreign funds in 1931, but are prepared
to have such funds withdrawn at any time. It is felt
that they cannot be withdrawn in bulk until such time
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as currencies are again stabilized and this eventuality,
according to London opinion, is not likely to occur
for a long time. Even so, London is treating these
foreign funds on the assumption that they are sub-
ject to sudden withdrawal. In Lombard Street two-
months’ bills are 9-169, to 549, three-months’ bills
28%, four-months’ bills 349, to 11-16%, and six-
months’ bills 13-169, to 749%.

All the gold available in the London open market
this week was taken for unknown destinations. On
Saturday last there was available and so taken
£128,000; on Monday, £304,000; on Tuesday,
£511,000; on Wednesday, £732,000; on Thursday,
£222,000, and on Friday, £483,000.

The gold movement at the Port of New York for
the week ended July 17, as reported by the Federal
Reserve Bank of New York, was as follows:

GOLD MOVEMENT AT NEW YORK, JULY 11-JULY 17, INCLUSIVE

Imports
$150,000 from Ecuador
12,000 from Costa Rica

Ezports
None
$162,000 total

Net Change in Gold Earmarked for Foreign Account
None

Note—We have been informed that approximately $240,000 in gold was
received from China at San Francisco.

The above figures are for the week ended on
Wednesday. On Thursday $2,793,300 of gold was
received from Canada. There were no exports of
the metal ov change in gold held earmarked for for-
eign account. It was reported that $214,000 of gold
was veceived at San Francisco from China. On
Friday $6,300 of gold was received from Quatemala.
There were no exports of the metal, but gold held
earmarked for foreign account increased $6,300.

Canadian funds during the week were quoted in
terms of the dollar at a discount ranging between
7-329, and 149,.

Referring to day-to-day rates, sterling exchange
on Saturday last was firm. Bankers’ sight was
$4.9515@$4.96; cable transfers, $4.9574@$4.9614.
On Monday exchange ruled fractionally higher. The
range was $4.9534 @$4.963% for bankers’ sight and
$4.96@$4.9615 for cable transfers. On Tuesday the
pound was steady. Bankers’ sight was $4.953/@
$4.9614; cable transfers, $4.9574@$4.9634. On
Wednesday sterling continued steady and in de-
mand. The range was $4.96@%$4.963% for bankers’
sight and $4.9614@$4.961% for cable transfers. On
Thursday London was firm against all centers. The
range was $4.9534@$4.95%4 for bankers’ sight and
$4.9515@$4.9574 for cable transfers. On Friday
sterling continued steady. The range was $4.9514 @
$4.953% for bankers’ sight and $4.9534@$4.9614 for
cable transfers. Closing quotations on Friday were
$4.9534 for demand and $4.96 for cable transfers.
Commercial sight bills finished at $4.9515, sixty-day
bills at $4.9414 ninety-day bills at $4.9334{, docu-
ments for payment (60 days) at $4.9414, seven-day
grain bills at $4.9517. Cotton and grain for pay-
ment closed at $4.9514.

Continental and Other Foreign Exchange
THE French franc situation has so far improved
that the Bank of France reduced its rediscount
rate on Thursday from 49, to 314%.
bonds were cut from 69, to 5% and 30-day bills

Advances on

were lowered from 49 to 314%. The reduction re-
flected the improvement in the French political out-
look as a result of the enactment on July 16 of drastic
economy decrees by the Laval Government and the
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return of gold to the Bank of France. The Bank of
France rediscount rate had been at 2149, from May
31 1934. Following the devaluation of the Belgian
currency on March 31 last, there were widespread
fears that the French franc would also be devalued,
with the result that funds moved in large volume
from Paris to other centers, threatening the gold
stock of the Bank of France to such an extent that
affairs approached a crisis in May. To avert the
impending crisis, the Bank of France advanced its
rediscount rate by successive increased to 69, the
highest in many years. From March 29 to June 7
the Bank of France was obliged to part with $790,-
000,000 in gold, the largest part going to London,
with heavy shipments also to the United States and
Belgium.

The economy decrees of July 16 are more drastic
than ever before attempted in an effort to balance
the budget. It is estimated that the 23 decrees will
result in bringing to the public treasury about 11,-
000,000,000 franes to cover the budgetary deficit.
An extraordinary feature of the decrees is a series
intended to offset tax increases and pension and
salary cuts by commanding reductions in rents on
homes and apartments paying less than 10,000
francs annually, reductions in the price of bread, and
in the rates for gas and electricity. It is too early to
know precisely the country’s reaction to the decrees,
but judging by the action of the Paris Bourse and the
foreign exchange market, as well as by the general
quiet prevailing throughout France, the country is
accepting cheerfully the sacrifices entailed and there
is a more confident feeling that the franc will not be
devalued. It is also apparent that organized forces
which had been advocating devaluation for a long
time have ceased their activities.

The German gold mark continues to be artificially
held at a premium against all other currencies as a
result of sharp practice manipulation of the German
exchange control. The artificial scarcity value of the
so-called gold mark in no wise represents the real
situation of the mark. Only last week the Berlin
Boerse committee issued a warning against exagger-
ated advances in the stock market. This warning,
it is now known, emanated really from Dr. Hjalmar
Schacht, President of the Reichsbank and Minister
of Economics, and was intended for the purpose of
influencing the securities markets in the interests of
the Government’s future economic policy. After
six months of almost uninterrupted rise, active stocks
average almost 259, higher than on Jan. 1. Dividend
yields in many cases do not exceed 29 or 39, and
some non-dividend stocks are selling above 100.
This condition resembles that in May, 1927, before
the “Black Friday” crash. The cause of the rise
then was the inundation of borrowed cash. The
cause now is the unwillingness of stockholders, who
distrust the stability of the mark and witness its
progressive internal depreciation in the form of ris-
ing living costs, to sell their shares at any price.
The Reichsbank’s gold stock increased during the
second quarter of July by 8,106,000 marks to 93,-
930,000 marks, the highest since June 15 1934, when
gold and bullion holdings stood at 94,326,000 marks.
The ratio of reserves to notes outstanding is 2.799,
compared with 2.40%, the previous week and with
2.29% a year ago. Present gold holdings are the
largest for 1935 to date. The largest gold reserve
of 1934 ws 389,190,000 marks on Jan. 6. On
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July 7 1934 gold and bullion stock of the Reichsbank
dropped to 70,122,000 marks, the smallest of the
present century.

Ttalian lire continue as for some time to rule ex-
ceptionally easy in terms of all other currencies.
The new dollar parity of the lira is 8.91. The range
this week has been between 8.22 and 8.26}5. At
present the weakness of the lira is attributed to
heavy expenditures in connection with the Italian
war preparations against Ethiopia. The financial
strain on Italy is rapidly becoming severe. Reliable
information is not obtainable as to the economic
situation of Italy.

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

Range

This Week
6.6134 to 6.643
16.90 0 16.9414
8.22 to 8.261%

32.75 1032.83
68.15 to 68.28

New Dollar
Parity
6.63
16.95
8.91
32.67
68.06

0ld Dollar
Parity
France (franc) 3.92
Belgium (belga) -« - -~ - 13.90
Ttaly (lira)-—-—--—-oo--- 5.26
Switzerland (franc) 19.30
Holland (guilder) .. ..-... 40.20

The London check rate on Paris closed on Friday
at 74.65 against 74.88 on Friday of last week. In
New York sight bills on the French center finished
on Friday at 6.631%, against 6.61 on Friday of last
week; cable transfers at 6.632%, against 6.6134 and
commercial sight bills at 6.602%, against 6.5834.
Antwerp belgas closed at 16.901% for bankers’ sight
bills and at 16.9114 for cable transfers, against 16.90
and 16.91. Final quotations for Berlin marks were
40.41 for bankers’ sight bills and 40.42 for cable
transfers, in comparison with 40.35 and 40.36. Ital-
ian lire closed at 8.25 for bankers’ sight bills and at
8.26 for cable transfers, against 8.22 and 8.23.
Austrian schillings closed at 19.01 against 18.97;
exchange on Czechoslovakia at 41714, against 4.18;
on Bucharest at 1.01, against 1.0014; on Poland
at 18.99, against 18.94, and on Finland at
2.1914, against 2.1914. Greek exchange closed at
0.9414 for bankers’ sight bills and at 0.94%4 for
* cable transfers, against 0.9414 and 0.94%%.

PR S

EXCHANGE on the countries neutral during the

war is generally firm. The Scandinavian cur-
rencies move in close sympathy with sterling ex-
change, with which they are in economic alliance.
The Holland guilder has so far improved that the
Bank of The Netherlands made a further reduction in
its rediscount rate from 314% to 3%, effective July
17. The Dutch bank rate had been reduced from
5%, to 4%, on June 27 and on July 6 from 4% to
314%. During the past week the gold stocks of
the Netherlands Bank increased 4,100,000 guilders
to 685,700,000 guilders. The gold cover is 76.9%.
Owing to a return of confidence in the guilder, the
bank rate was lowered in the interests of trade and
Government financing. Since June 7 the Holland
bank has shown an aggregate gain of approximately
$47,000,000 in gold holdings. Its loss during the
movement from Jan. 14 to June 7 amounted to ap-
proximately $152,000,000.

Bankers’ sight on Amsterdam finished on Friday
at 68.21 against 68.17 on Friday of last week; cable
transfers at 68.22, against 68.18, and commercial
sight bills at 68.19, against 68.15. Swiss francs
closed at 32.78 for checks and at 32.79 for cable
transfers, against 32.73 and 32.74. Copenhagen
checks finished at 22.13 and cable transfers at 22.14
against 22.13 and 22.14. Checks on Sweden closed
at 25.56 and cable transfers at 25.57, against 25.55
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and 25.56; while checks on Norway finished at 24.90
and cable transfers at 24.91, against 24.90 and 24.91.
Spanish pesetas closed at 13.7415 for bankers’ sight
bills and at 13.751%4 for cable transfers, against
13.701% and 13.7115.

e
XCHANGE on the South American countries
presents no new features of importance. Argen-
tine pesos are firm and more active. Brazilian mil-
reis are only nominally quoted and the exchange is
again under strict Government control. In trading
in foreign bonds in London on Tuesday and Wednes-
day, Brazilian issues were off sharply on fears of
default on the debt service agreement owing to diffi-
culties in the foreign exchange position.

Argentine paper pesos closed on Friday, official
quotations, at 33 for bankers’ sight bills, against
33 on Friday of last week; cable transfers at 3315,
against 3314. The unofficial or free market close
was 26.60@265% against 26.60@26%¢. Brazilian
milreis, official rates, are 8.20 for bankers’ sight bills
and 814 for cable transfers, against 8.20 and 8)4.
The unofficial or free market close was 5%¢, against
55%4. Chilean exchange was nominally quoted on the
new basis at 5.20, against 5.20. Peru is nominal at
23.71, against 23.71.

e s

XCHANGE on the Far Eastern countries follows
the trends long manifest. The Indian rupee
fluctuates with the pound, to which it is legally
attached at the rate of 1s. 6d. per rupee. The Chi-
nese situation continues complicated on account of
the artificially high prices of silver, the great deple-
tion of the Shanghai silver stocks and the constant
smuggling of silver from the country. The Japanese
yen is controlled by the Bank of Japan so as to move
in close sympathy with sterling exchange. Tokio
dispatches state that Japan finds its foreign trade
largely deadlocked. While exports continue to ex-
pand despite severe restrictions imposed in many
countries, the improvement is counterbalanced by
larger imports, and the adverse balance of trade
continues. Unless there is considerable improve-
ment in silk exports before long, it is thought that
the Japanese will be faced with a severe problem in
finding foreign exchange.

Closing quotations for yen checks yesterday were
29.20 against 29.18 on Friday of last week. Hong
Kong closed at 53 5-16@53 11-16, against 5334 @
54 13-16; Shanghai at 3924 @39 5-16, against 3934;
Manila at 4974, against 49.80, Singapore at 57.80,
against 57.80, Bombay at 37.46, against 37.45, and
Calcutta at 37.46, against 37.45.

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
July 18 1935, together with comparisons as of the
corresponding dates in the previous four years:

Banks of— 1935 1934 1933 1932 1031

£
190,980,652
652,378,739
9,028,350
90,383,000
72,645,000
62,062,000
76,573,000
61,459,000
11,997,000
7,397,000
6,569,000

£

150,044,584
453,172,654
68,304,600
90,933,000
57,678,000
41,451,000
41,113,000
20,496,000
13,261,000
9,546,000
8,130,000

Total week. |1,351,075,593|1,231,564,151|1,242,372,741|1,255,269,708| 963,189
Prov. woek.11.156.731.941|1,230580,84711,238,321,49711,251,041,662 ngo:éggigg;;

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 £1,105,450,

£

137,422,347
652,262,501
33,347,950
90,233,000
61,221,000
84,105,000
73,314,000
89,155,000
11,445,000,
7,440,000
8,324,000

£

192,178,567
637,906,834
2,712,750
90,537,000
71,678,000
70,572,000
75,538,000
61,189,000
15,278,000
7,397,000
6,577,000!

£

103,239,334
570,810,875
3,591,050
90,777,000
63,047,000
56,737,000
101,530,000

England. - -
France a_ --
Germany b.

Ital
Net
Nat. Belg.
Switzerland.
Sweden. ...
Denmark . -

Norway - - - 6,602,000
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Foreign Exchange Rates

URSUANT to the requirements of Section 522

of the Tariff Act of 1922, the Federal Reserve

Bank is now certifying daily to the Secretary of the

Treasury the buying rate for cable transfers in the

different countries of the world. We give below a
record for the week just passed:

FOREIGN EXCHANGE RATES CERTIFIED BY FEDERAL RESERVE
BANKS TO TREASURY UNDER TARIFF ACT OF 1922
JULY 13 1935 TO JULY 19 1935 INCLUSIVE

Noon Buying Rate for Cable Transfers in New York

Country and Monetary Value in United States Money
Unit

July 13 ] July 15 ‘ July 16 | July 17 | July 18 | July 19
Europe— SIS Y ST s s L s

Austria, schilling._. | .189100% .189233% .189450% .189333% .180466% 189450*
Belgium, belga .169200 | .169191 | 169076 | .168930 | .169070 | ‘160046
Bulgaria, lev .013000% .013075% .013200% .013125% .013125% '013075%
Czechoslovakia, krone| |041821 | .041828 | 041830 | .041703 | .041831 | ‘041753
Denmark, krone... _| 221327 | .221450 | .221391 | .221450 | .221258 | ‘921100
England. pound sterl'gi4.958750 14.961583 4.959166 4.961416 14.956166 |4 054250
Finland, markka .021865 .021885 | .021865 | .021870 | 021845
France, franc | 066192 .066343 | .066284 | .066376 ‘ 066369
Germany relchsmark| 403535 403857 | 403834 | 404414 | 404157
Greece, drachma .009447 | . | 1009470 | .009470 | .009470 | 1009470
Holland, gullder .681014 | 682064 | 682285 | .681792 682314 | ‘682242
Hungary, Dengo.... | 206625% .206625% .206875% .296875* .206875% 297000%
Italy, lira .082213 | .082250 | .082375 | .082413 | .082573
Norway, krone .249000 | .249270 | .249181 | .249233 | .249029
Poland, zloty . __ .189360 | .189540 | .189900 | .189660 | .189960

.045054 | ,045130 | .045108 | .045110 | .045110
.009990 .010020 | .010020 | .010030
.137130 .1374 .137338 | .137525
.255609 .255683 | .255713 | .255558
.327550 .327960 | .327742 | .328100
.022940 ‘ .022087 | ,022980 | .022987 | .023037

.082628
.248879
.189940
.045090
.010030
.137523
.255416
.327938
.023025

Spaln, peseta___

Sweden, krona__. ___

Switzerland, franc._

Yugoslavia, dinar___
Asla—

China—
Chefoo (yuan) dol'r| 300416 | .385833
Hankow (yuan) dol'r| 390833 | 386250
Shanghal(yuan) dol | ‘390000 | ¢
Tientsin(yuan) dol't| 3
Hongkong, dollar_

Indla, rupee

Japan, yen

386666
.387083
.386250
.387083
523750
.373300

386250 |
386666
385833
386666
524375
373490

.386666 | 388750
.387083 | .389166
.386250 | .387916
.387083 | 389166
.526250 | .520687
.373305 | .373195'

| ¥ .201460 | 291580 | .291560 | .291360 | .291340
Sinzapore (8. 8.) dol'r| 575000 | .575625 | .576250 | .575625 | .575000 | .574375

Australasia—

Australla, pound..... .. 13033125+ 3.936250%3.035625* 3.936250*3.933125* 3.932500*
New Zealand. pound. 3.956875%3.959375* 3.959875* 3.960000%3.956875* 3.055500*

South Africa, pound.: 4.906950* 4.909000*4.907750* 4.907000'4.904250*'4.902500'

North America—
Canada, dollar._._ | 998181 | .008323 | .098385 | .998229 | .997864 | .998210
Cuba, peso._..... 999200 | 999150 | .999200 | .999200 | .999200 | .999200
-277800 | .277800 | .277800 | .277800 | .277800 | .277800

Mexico, peso (siiver)
Newfoundland. dollar, [995687 | (095703 | 995750 | 995625 | 995312 | 095750
.330325% .330250*

South America— |
Argentina. peso .330500* .330575* .330450% .330500*

Brazil, milrels .083133* .083133% .083133% .083183* .083183% .083183*

.051000* .051000* .051000% .051000* .051000* .051000*

.806375% .807000*

.524600%| .515500%

1521562
| .373365

Uruguay, peso_______|

.803925* .R04850* .806225* .805150*
Colombla, peso. .- 25* .804850%| .806225*% .805150

-530500*) .530500% .529000*% .525600*
* Nominal rates; firm rates not available.

More Questions for the Supreme Court

The past week has brought no less than five
decisions by Federal courts, all but one of them
highly unfavorable to important parts of the New
Deal legislation. On Monday the Circuit Court
of Appeals at Cincinnati, in a two-to-one decision,
denied the constitutional right of the Federal
Government to condemn land for its low-cost hous-
ing projects. On Tuesday the Court of Appeals at
Boston, with one of the three judges dissenting but
submitting no separate opinion, set aside as uncon-
stitutional the processing and floor taxes of the Ag-
ricultural Adjustment Act. In each of these cases
the decision was rendered on broad and clear consti-
tutional grounds, with no narrow or technical con-
struction of the constitutional provisions involved
from which the Government could derive consola-
tion. In Texas, District Judge Kennerly ruled
against the constitutionality of the licensing pro-
visions of the Agricultural Adjustment Act, and
Judge Bryant held unconstitutional the Bankhead
Cotton Control Act. On Wednesday, on the other
hand, the Court of Appeals at New Orleans unani-
mously reversed the much-discussed ruling of Dis-
trict Judge W. I. Grubb, and upheld the constitu-
tional right of the Tennessee Valley Authority to
sell surplus power generated by its hydro-electric
plants at Wilson Dam, on the Tennessee River,
and in so doing to compete with private utility
companies.

The Cincinnati decision had to do with a condem-
nation suit begun in November 1934 in behalf of the
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Federal Emergency Administration of Public
Works, affecting 53 parcels of so-called slum prop-
erty in Louisville, Ky., which it was proposed to
clear for the erection of a $1,618,000 housing project.
The proceeding was halted, on Jan. 4 last, by a deci-
sion of Federal District Judge Dawson to the effect
that slum clearance was not a “public use” for which
the Federal Government was empowered to take
private property under the right of eminent
domain.

In upholding the decision of the District Court,
the Circuit Court of Appeals declared broadly that
“the taking of one citizen’s property for the purpose
of improving it and selling it or leasing it to another,
or for the purpose of reducing unemployment, is
not, in our opinion, within the scope of the powers
delegated to the Government.” Referring to the pow-
ers which the statute professed to confer upon the
President, the Court found it conspicuously lacking
in specifications and limitations. There is nothing
in the Act, the Court declared, “to serve as a guide
to the President in exercising the power conferred
upon him, no requirements that his actions be con-
ditioned upon findings of fact made by himself or the
administrator, no standard supplied with reference
to low-cost houses and slum-clearance projects.
Nothing is said as to what shall be deemed a slum
or low-cost house or housing project, there is no des-
ignation of city or county or State in which such
project shall be established, nor any standard fixed
by which the administrator is to determine where
they are to be established. Neither is there any lim-
itation or requirement imposed upon the adminis-
trator with reference to the spending of the money
appropriated for these purposes.” The Government
contention that the property sought to be condemned
“is to be devoted to a public use because, first, the
construction of the project will relieve unemploy-
ment during the period of construction, and, second,
the leasing or selling of the new building at reason-
able prices will give to persons of low income an op-
portunity to improve their living conditions,” did
not commend itself in the least to the Court.

Presumably the decision will be appealed to the
Supreme Court, but in the meantime it will compel
the Federal Housing Administration to limit its ac-
tivities either to properties which it can buy at rea-
sonable prices, or to those which can be condemned
by the States under their own Constitutions. By im-
plication, moreover, the decision seems to cast seri-
ous doubt upon the constitutionality of the whole
Federal housing program, since the essence of the
program is the use of public money for what is, in the
end, a private purpose.

The Boston case came to the Circuit Court on
appeal from a decree of the Massachusetts District
Court in a receivership action involving the Hoosac
Mills Corp. of that State. On a claim of the United
States for processing and floor taxes, with interest,
levied under Sections 9 and 16 of the Agricultural
Adjustment Act, the receivers recommended that
the claim be disallowed, alleging (1) that the taxes,
being imposed to regulate and restrict the produe-
tion of cotton, were an unconstitutional interference
with matters entirely within the control of the State,
(2) that the powers given to the Secretary of Agri-
culture by the Act were an unwarranted delegation
of the legislative power of Congress, and (3) that if
the taxes were direct taxes they were not apportioned
as the Constitution requires, while if they were ex-
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cise taxes they were not uniform throughout the
United States. The District Court, however, held
that the taxes were valid, one reason, apparently,
being that the Supreme Court had not at the time
held any of the New Deal acts unconstitutional on
the ground of unlawful delegation of legislative
power.

In a long decision which shows throughout the
influence of the Schechter case, the decree of the
District Court was reversed. The decision is at every
point a resounding rebuke to the framers of the Ag-
ricultural Adjustment Act. It was “clearly appar-
ent,” the Court declared, “that the main purpose of
Congress . . . was not to raise revenue but to control
and regulate the production of what is termed the
basis products of agriculture, in order to establish
and maintain a balance between the production and
consumption of such commodities, which Congress
realized could not in any event be accomplished by
compulsory regulation of the production of agricul-
tural products, and it sought to avoid the objection
that it was interfering with matters solely within
the control of the States themselves by making the
restriction of production voluntary, by basing the
Act on the power of Congress to regulate inter-State
commerce, on its power to tax to provide for the
general welfare . . ., and by declaring that in the
acute economic emergency that exists transactions
in agricultural commodities have become affected
with a public interest.”

The Court made short work of these pretensions.
Referring to the Schechter case, the Court declared
that in the case before it “Congress at the outset has
attempted to invade a field over which it has no
control. . . . The power to determine what the law

shall be, what property shall be affected by taxation

or regulation, and what standards shall govern the
administrative officers in administering acts of Con-
gress has never been held to be an administrative
function. . . . If Congress undertakes to lay down
a guide for an administrative officer to follow in
carrying out its mandates, it must be by an intel-
ligible and reasonably definite standard. The bal-
ance between production and consumption of cer-
tain commodities, or the equalizing of the purchas-
ing power thereof between certain widely separated
periods, alone forms no such standard. ... We find
no definite, intelligible standard set up in the Act
for determining when the Secretary shall pay rental
or benefit payments . . . except his own judgment
as to what will effectuate the purpose of the Act.

. Action by the Secretary is not mandatory, and
the Act establishes no criterion to govern his course
of action. It requires no finding by him as a con-
dition of his action, nor is any provision for judicial
review provided in the Act in case of a finding that
such standard in fact exists.”

The contention that Congress had not delegated
legislative powers to the Secretary of Agriculture
because the agreements regarding acreage and pro-
duction of basic commodities are voluntary was dis-
missed by the Court as unwarranted. “While the
amount of the reduction of acreage or production of
any basic commodity under this Act is done by
agreements and not by a code, the purpose and re-
sult is the same, namely, the control and regulation
of a great intra-State industry, and the Secretary
with the approval of the President is authorized to
make regulations for carrying out powers vested in
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him and imposing a penalty for their violation. If
Congress can take over the control of any intra-
State business by a declaration of an economic emer-
gency and a public interest in its regulation, it would
be difficult to define the limits of the powers of Con-
gress or to foretell the future limitations of local
self-government.” Whether the processing and floor
taxes should be classed as direct taxes or excise
taxes the Court found it unnecessary to decide, since
the taxes were in any case unconstitutional.

Judge Bryant, in dealing with the Bankhead Act,
found the law “clearly and plainly unconstitu-
tional,” and “only a very thinly disguised attempt to
regulate the production of cotton under the pretext
of the exercise of the taxing power of the National
Government.” If such power “exists at all,” he
added, it is “expressly reserved to the States.”

The decision in the Tennessee Valley Authority
case, on the other hand, was a broad affirmation of
the constitutional right of the United States to sell
its own property, in this case electricity produced
by water power, in competition with either public
or private owners of similar property, notwithstand-
ing that it “cannot engage at will in private busi-
ness.” The Court found the Aect “unobjectionable
from a constitutional standpoint” in so far as it au-
thorized the operation of the Wilson Dam and the
sale of surplus power to municipalities or utility
companies, and “this being so, its motives are im-
material.” No objection, further, was found to the
section of the Act which empowered the President
to recommend to Congress a policy for the future
development of the Tennessee Valley, since “in any
event the President may make such recommenda-
tions to Congress as he thinks proper.”

It is to be hoped that both of these last two deci-
sions may be promptly appealed to the Supreme
Court, for until the highest tribunal has passed upon
the issues the Circuit Court rulings cannot be said
to have definitely cleared the air. The immedi-
ate effect of the decisions at Washington, mean-
time, promises to be disturbing. The New Or-
leans decision will doubtless enforce the demand
of President Roosevelt for the adoption of amend-
ments to the Tennessee Valley Authority Act en-
larging and strengthening the powers of that Fed-
eral agency, and at the same time fasten more firmly
the hold of Government competition with private
industry wherever the Government can show a prop-
erty interest. The situation regarding the revised
Agricultural Adjustment Act is at the moment cha-
otie, but all signs point to a determination on the
part of Congress, backed by the insistence of the
Administration, to continue the processing taxes
with some readjustments, regardless of their consti-
tutionality, and in other respects to forestall, if
possible, an adverse decision of the Supreme Court
in line with the Boston ruling..The only hopeful
prospect is the possibility of eliminating from the
bill the obnoxious price-fixing provisions which
would make the Secretary of Agriculture virtually
an industrial and business dictator. The rulings of
the lower Federal courts, in short, are apparently
to be ignored until the Supreme Court has passed
upon them, and if the Supreme Court’s decision sus-
tains them, then the Supreme Court itself is to be
attacked by encouraging popular discontent, espe-
cially in the farming sections, in favor of a consti-
tutional amendment.
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Pleading the Cause of Liberalism

“It seems to me,” writes Lewis W. Douglas in the
introduction to his recent book “The Liberal Tradi-
tion,” * “that we Americans should decide
whether we are willing consciously to discard the
basic principles of freedom on which this country
was built, and in which we have heretofore expressed
our faith, or whether we will attempt with equal
consciousness and integrity to stand fast; whether
the case against those principles is stronger than is
the case for them, whether mankind will be happier
by throwing these principles overboard or by insist-
ing on the performance of those acts which again
must make them vital living things.” The note of
challenge which these words sound runs throughout
the book: a challenge to the efficacy for the present
time of principles and policies which have served
us in the past and to which we have professed devo-
tion, and a challenge to the contrary ideas and poli-
cies which, insidiously or openly, threaten to over-
throw them.

As befits an inquirer who will not be content with
anything less than an all-round view, Mr. Douglas
begins by reviewing “the sins of the past” as a pre-
liminary to indicating the mistakes that should now
be avoided. An examination of the period from about
1920 to about 1930 in this country shows, he thinks,
“four dominant characteristics and fallacies.” The
first is “exorbitantly high tariffs” which, among
other things, tended to produce artificial levels of
prices and incomes in manufacturing industries and
obscure the currency difficulties incident to our po-
sition as the leading creditor nation. The second
was governmental indifference to the anti-trust

laws, resulting in an increased discrepancy between

industry and agriculture. The third was “an ill-
advised managed currency,” with its excessive vol-
ume of credit and an artificial support for the part
of the price structure already favored by high tar-
iffs and price-fixing, while the fourth is found in the
excessive increase of debt which made the cost of
capital “a rigid, unalterable cost of production”
which in turn “increased the cost of production for
the. industrialist, the miner, the merchant and the
farmer.”

It was this system of “degenerate capitalism,” not
the capitalism of the liberal tradition, that failed.
An economy of cheap money and Government sub-
sidies collapsed. Tnstead of facilitating the adjust-
ment of cost to falling prices and paving the way for
a return of profits and employment, the Federal
Government busied itself with bolstering the un-
sound system which it had helped to create. Tts
efforts failed and the inevitable crash followed.,

Turning to the demand for a “planned economy”
or a “new economic order,” with its program of
complete Government regulation developing progres-
sively or immediately into State ownership, Mr.
Douglas levels his guns at the arguments commonly
advanced in its support. Neither Socialism nor Com-
munism, he points out, disposes of the need for capi-
tal, for the higher the degree of mechanization “the
greater is the demand for capital to replace the obso-
lete and depreciated equipment.” Tt is not true that
the machine “denies employment”; on the contrary,
every new or improved product “creates a multitude
of new desires to be satisfied.” Nor does the machine,

* The Liberal Tradition. A Free People and a Free Economy. By Lewis W.

Douglas. Godkin Lectures at Harvard University, May 1935, New York:
D. Van Nostrand Co., Inc. $1.50.

Financial Chronicle

331

Mr. Douglas insists, rob the individual of the oppor-
tunity of attaining economic independence “provided
he is willing to accept the opportunities when they
arise, . . . has the courage to search them out,” and
“is willing to cherish the old virtue of saving.” There
is no virtue in the State except such as is possessed
by its individual members.

The only alternative to the abandonment of democ-
racy that Mr. Douglas sees is acceptance of dictator-
ship, whether of Socialism or Fascism makes no dif-
ference. In addition to the loss of incentive and per-
sonal freedom which collectivism in any form would
certainly entail, Mr. Douglas points to the American
railroads as an example of what complete Govern-
ment regulation of valuation, rates and wages can
do to bring a great industry to virtual bankruptcy,
the present program of cotton regulation as entail-
ing a loss of the export market to the farmer and of
both foreign and domestic markets to the textile
manufacturer, and the planned money policy as pro-
ducing money chaos. We have been pursuing collec-
tivism, with one plan after another, under the guise
of a New Deal, all tending to make inevitable, unless
checked, “a completely powerful and tyrannical
State” under which liberty and equality would be
destroyed.

Mr. Douglas devotes a chapter to the special sub-
ject of dictatorship and fiscal policy. He marshals
statistics impressively to show not only the mounting
Treasury deficit and its composition, but the sharp
contrast between diminishing expenditures which
“do not necessarily create vested interests,” such as
those of the Reconstruction Finance Corporation,
and increasing expenditures which create both vested
interests and “a continuation of spending.” Citing
the immense outlay for public works, with its failure
greatly to relieve unemployment, and the tax bur-
dens which it is piling up for individuals, corpora-
tions, States and municipalities, he asks “how can
it be argued with any justice, with any validity,
that if excessive debt contributed to the causes of
the depression, the depression can be cured by in-
creasing the thing which contributed to its cause?”
Moreover, while inflation appears to him inevitable,
he sees no reason to expect that the budget will be
balanced, partly because revenues will continue to be
less than expenditures, and partly because a deliber-
ate policy of excessive spending will at best produce
only a hollow recovery. From whatever angle the
situation is viewed, he sees no escape from at least
a temporary dictatorship if the present fiscal policy
continues.

What is the remedy for the situation in which the
United States now finds itself? Mr. Douglas sees it
in a return to the American tradition of “a free peo-
ple and a free economy,” with such modifications as
will ensure its more successful operation. The pos-
tulates of the “smoother working” which he desires
are seven in number. The first is “free competition
and flexibility of prices.” Price-fixing, if joined to
monopoly, “prevents the free movement of capital
and labor,” retards employment and eventually
makes unemployment general, anc “weighs heavily
on the consumer,” while without monopoly it leads
to booms and excessive debt and “is followed by pain-
ful deflation and unemployment.” Where tariffs and
price-fixing combine, the tendency to concentrate
means of production in fewer hands is enhanced,
while price-fixing alone upsets the balance between
industry and agriculture.
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The second postulate is “mobility of labor and
goods” and the third “flexibility of costs.” Under
this latter head Mr. Douglas suggests that a greater
use of common stock, instead of bonds with their
fixed rates of interest, as a means of obtaining capi-
tal “would diminish in large measure rigid capital
costs.” A fourth requisite is a lowering of tariff
duties, to be undertaken, however, “temperately and
with great wisdom so as to produce the least and the
shortest shock to our economy and so as to provide
the element of time necessary to readjustment.” To
these are to be added a greater use of such compacts
between the States as the Constitution permits, es-
pecially in labor and social matters; reform of the
banking system to eliminate political influence and
greatly reduce, if not do away with altogether, the
use of bank credit for capital purposes, and, finally,
a balanced budget.

Mr. Douglas has no illusions about the ease with
which the security which a liberal economy should
give can be attained. The conditions are not legis-
lation, which is useless, but free competition, “in-
tense patriotism,” work and saving, character and
“integrity of purpose” instead of wishing, “a re-
newed conviction in America” in place of “imitating
Russia.” He remarks in his preface that he may
conceivably have set up an unattainable objective,
and that “it may well be that the forces are too
strong, too irresistible, to permit of a change of di-
rection” toward the “real liberalism” which he de-
sires, but he nevertheless affirms his belief that “the
struggle against them is worth undertaking.”

Some of Mr. Douglas’s readers will doubtless ques-
tion whether the “liberal tradition” for whose recov-
ery he pleads has been in fact a dominant character-
istic of recent American life, and whether, with the
increased complexities of an industrial society and
the necessary enlargement of the legitimate field of
government, the competitive freedom which he looks
upon as necessary can in practice be enjoyed. There
are other untoward developments of modern capital-
ism, also, than those of which he takes account, and
a disturbing labor factor which he almost. wholly
neglects. It is no disparagement of his thoughtful
and able book, however, to say that its arguments
appear to have been dominated much less by a desire
to present a complete view of the present situation
in the United States than by a keen realization of
the imminence of dictatorship. One must indeed be
blind to the trend of events at Washington during
the past two years and more not to perceive how
considerable the advance toward a form of Executive
dictatorship has been, and how systematically the
steps in that direction have been taken. As Director
for a time of the Federal Bureau of the Budget, Mr.
Douglas writes out of an intimate knowledge of what
was planned as well as done during the early part
of the present Administration, and he is solidly in
the right in maintaining that without a return to
such principles of national conduct as he outlines
the emergence of an authoritarian State cannot per-
manently be staved off. His book is more than a
challenge to the collectivist policies and mistaken
theories of reform which have been imposed upon
the country; it is a call to action in the hope that
liberty may be saved. The call is not less timely be-
cause, in the interval since Mr. Douglas’s lectures
were written, the Supreme Court has intervened to
avert some of the dangers with which the Constitu-
tion is threatened.
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BOOK REVIEWS

William Chapman Ralston, Courageous Builder

3y Cecil G. Tilton. 474 Pages. Illustrated.
Christopher Publishing Co. $4.

William C. Ralston, born in Ohio in 1826, was one of the
financial magnates who contributed largely to the upbuilding
of San Francisco and the development of the Far West.
In his early life he was for a time a clerk on river steamboats
on the Ohio and Mississippi. Later, at Panama, he was
associated with Commodore Garrison and Charles Morgan,
and for a few years took part in the mixed steamboating and
filibustering operations characteristic of the place and the
time. Removing to San Franecisco, he engaged in banking,
eventually founding the Bank of California, in its day the
leading financial institution in the West. With banking, he
combined important interests in shipping, railroading and
industrial enterprises, to which he added the building of the
famous Palace Hotel. His greatest single achievement was
the opening of the Comstock Lode. His business associates
included the founders of such great fortunes and far-flung
business connections as Commodore Vanderbilt, Darius
Ogden Mills, Clarence Mackay, James Flood, Leland
Stanford and James Fair. His death by drowning, on
Aug. 27 1875, created a profound sensation because of the
serious condition of the Bank of California at the moment in
consequence of a collapse in the market prices of mining
shares. Professor Tilton has been industrious in collecting
his material, and has brought together a great mass of in-
formation, most of it not hitherto used for historical or bio-
graphical purposes, bearing upon the financial and business
activities of the period. The illustrations include a number
of portraits, and pictures of Ralston’s mansion at Belmont
and the interior of the Palace Hotel, the latter wrecked in
the great earthquake and fire of 1906. :

Boston:

Public Utility Holding Corporations

By Kenneth Field. 74 Pages. Boulder, Col.:
of Colorado

Professor Field’s pamphlet, reprinted from the University
of Colorado Studies, Vol. XIX, No. 3, May 1932, is in sub-
stance an adaptation and consolidation of material contained
in a series of articles on the financial policies of holding
corporations published from time to time between 1929 and
1931, and presumably already familiar to special students
of the subjeet. The reprint now is timely because of general
interest in the policies of the Roosevelt Administration
regarding holding companies and public utilities generally,
and its analyses and conclusions, in general at least, are still
valid.

The author diseusses the special terminology applicable
to the various kinds of holding companies, the methods and
extent of stock control, the long-term uses of the holding
company device in such matters as the segregation of reg-
ulated businesses, liberal ecapitalization, evasion of dis-
criminatory foreign corporation laws, limitation of liability,
access to foreign monéy markets, evasion of after-acquired
clauses, debenture covenants and financing and franchise
obstacles to consolidation, the facilitation of profitable serv-
ice fees and the betterment of public relations; temporary
holding company relationships, the management of holding
company systems, the corporate and inter-corporate structure
of group service organizations, the financial policy of public
utility systems, and the factors which induce the formation
of systems. He sees “‘a decided tendency in the public
utility industries for consolidations by stock control of corpo-
rations to evolve into consolidations by direct ownership of
property,” apparently because of “the economies which are
made possible by uniting many enterprises to form large
operating companies.” The conclusion needs checking to
determine to what extent the obstacles existing at the time
of writing have since been modified or removed.

The University

The Course of the Bond Market

The strongTposition of the bond market has been well
maintained this week and even improved by better prices
in its one weak spot, the lower-grade rails. After a lull in
the offering of new issues, several have appeared recently,
largely for refunding. The U. S. Treasury announced the
sucess of its 3rd $100,000,000 offering to the highest bidders.
This issue, with a 2749 coupon, due in 25 years, went at
approximately the market price of similar bonds already
outstanding.
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The railroad bond market has moved in a very narrow
range and with the exception of the second grades the
differences have been only small fractions. In the high-
grade section Chicago Union Station 414s, 1963, closed up
15, at 109 and Union Pacific 1st 4s, 1947, at 1114 were
down 4. Medium-grade bonds have also been very steady.
N. Y. Central 6s, 1944, closed up %, at 10814, Pennsylvania
414s 1970, were unchanged at 9614 and Canadian Pacific

r. 4s closed at 8814, up %% for the week. Seond grades
have been quite buoyant and showed fair increases. Balti-
more & Ohio 414s, 1960, closed at 5134, up 2%, Erie 5s,
1967, advanced 2 to 6215 and Nickel Plate 4lss, 1978,
closed at 55, up 154 points for the week.

The most important feature of the utility bond market
has been flotation of $163,000,000 of high-grade issues,
consisting of $40,000,000 Cleveland Electric Illuminating
3%s 1965, $70,000,000 Duquesne Light 314s, 1965, and
$53,000,000 Edison Electric Illuminating of Boston 314s,
1965. Listed bonds have been noticeable for their firmness,
issues of investment grade varying but little in price. Lower
grades have been generally stronger but the group affected
by Tennessee Valley operations sold lower, due to an adverse
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court decision. Alabama Power 5s, 1956, closed at 98,
down 2 for the week; Birmingham Electric 414s, 1968,
declined 114 to 89; Tennessee Electric Power 6s, 1947, at
par were off 234.

Firmness and improvement has been the order for medium-
grade heavy industry industrials with such an issue as Otis
Steel 6s, 1941, making a new high for the year at 9834.
General Steel Castings 514s, 1949, advanced 2 points to
825g, and General Cable 514s 1947, rose 4 points to 92.
The better trend in residential building has been reflected
in the advance of 214 points in Certainteed Products 514s,
1948, to 8034{. Recent new offerings such as National Steel
4s, 1965, have shown strength, that issue selling at 1037z,
the high for the year. The new American Rolling Mill
conv. 414s, 1945, reflected the advance in steel common
shares by selling at 1063%, a new high.

As in previous weeks the group of Italian issues has again
been the most active, in an otherwise rather unchanged
foreign bond market. Argentine and Japanese bonds both
have been somewhat lower, with German corporate bonds
gaining fractionally. Moody’s computed bond prices and
bond yield averages are given in the following tables.

MOODY'S BOND PRICESt
(Based on Average Yields)

MOODY'S BOND YIELD AVERAGESt
(Based on Individual Closing Prices)
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Indications of Business Activity

——

THE STATE OF TRADE—COMMERCIAL EPITOME

Friday Night, July 19 1935.

Business continued to surge ahead at a good pace, with
electric and steel output increasing and car loadings larger
than in the previous week. Car loadings, it is true, are
under those of the same week last year, but steel and elec-
tric output exceeded last year's comparative totals by good
margins. Retail trade continued to make substantial gains
and retailers are extremely optimistic over prospects for the
fall season. Dollar turnover of bank deposits in June gained
sharply over May and June 1934, and there was a good ex-
pansion of credit extended by Federal Reserve member
banks of New York City. Recently the stock market has
been more active. Steel was in better demand. The auto-
mobile industry was another bright spot in the business situa-
tion of the week, and the additional figures released are
worth noting. Sales of trucks in June were about 50,000
units, an all-time high for that month. Truck production,
it is true, was some 60,000 units under the like period in
1929, but it now seems likely that sales will be better this
year than in any year since 1929, and possibly exceed that
peak year. Furthermore, equipment manufacturers’ earn-
ings have improved in many instances. The decision of the
Circuit Court of Appeals in the Hoosac Mills Corp. case,
however, has added a new factor of uncertainty in the busi-

ness outlook. Trading in commodities was rather quiet,
and prices in most cases have backed and filled over a
narrow range. Uncertainties over Washington develop-
ments checked trading. Wheat advanced sharply at times
on further reports of black rust, but liquidation checked the
rise. Copper sales were larger and the price remained
firm at 8¢. A heavy thuunderstorm in Montreal on the
15th inst. left a trail of death and damage behind it. On
the same day torrential rains throughout the Province of
Ontario did thousands of dollars’ worth of damage and flat-
tened out crops. The hay and rye crops suffered the most.
From all reports, the harm to wheat was negligible. New
York on the 13th inst. got some relief from early morning
showers, but the temperature reached a maximum of 85 de-
grees. On the 14th inst., with the mercury up to 89 degrees,
Coney Island, the Rockaways, Jones Beach and other sea-
shore resorts were jammed with the greatest crowds in
many years. One person died of the heat and many were
rescued from the surf. Temperatures reached 86 degrees
on the 17th inst. and 87 degrees on the 1S8th inst. The
oppressive heat caused many prostrations and several drown-
ings were reported. There was an absence of rainfall here
during the week. To-day it was fair and warm here, with
temperatures ranging from 72 to 88 degrees. The forecast
was for mostly cloudy and continued warm to-night and
Saturday; propably thunder showers Saturday. Overnight
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at Boston it was 72 to 88 degrees; Baltimore, 74 to 90;
Pittsburgh, 68 to 88; Portland, Me., 74 to 84; Chicago, 74 to
94; Cleveland, 76 to 92; Cincinnati, 74 to 94; Detroit, 72
to 92; Charleston, 76 to 82; Milwaukee, 78 to 96; Dallas,
70 to 90; Savannah, 76 to 86; Kansas City, 76 to 98; Spring-
field, Mo., 68 to 90; Oklahoma City, 74 to 92; Denver, 62
to 84; Salt Lake City, 64 to 94; Seattle, 56 to 78; Montreal,
72 to 86, and Winnipeg, 66 to 84.
—_——
Moody’s Daily Commodity Index Rises Slightly,
But Movements are Mixed

Moody’s Daily Index of Staple Commodity Prices ad-
vanced slightly in the week just passed, but the trend of the
individual commodities has been far from uniform. Thus,
five commodities advanced, while seven declined and three
remained unchanged. The Index closed on Friday at 158.9
compared with 158.0 a week ago.

The small rise in the Index for the week has almost en-
tirely been the result of strength in wheat and top hog prices,
the latter advancing to the best levels since October, 1930.
In addition to this, slight advances have been registered by
serap steel, silk and cocoa. The declines included sugar,
cotton, wool, hides, rubber, corn and coffee. Silver, copper
and lead remained unchanged.

The movement of the Index number during the week, with
comparisons, is as follows:

Fri., 158.0

A 2 Weeks Ago, July 5
Sat., _Not comlpi‘lge(ll

Month Ago, June 21_
Year Ago, July 20.
1934 High,
Low,
1935 High,
Low,

Slight Increase Noted in “Annalist” Index of Business
Activity from May to June

The “Annalist’” Index of Business Activity is 79.1 (pre-
liminary) for June, as compared with 79.0 for May, 80.6
for April and 83.6 for January, the high for the year to
date. On the basis of the amount of time which elapsed
during the completion of minor cycles in 1933 and 1934,
last month’s slight rise should mark the beginning of another
substantial upturn, the “Annalist” said. It added:

It will be interesting to observe if this is the case. A feature of this
year's decline in the combined index is that it canceled less than half of
the previous gain. TIhe decline which followed last year’'s high canceled
all of the preceding gain, while the August-November 1933 decrease wiped
out about two-thirds of the March-July rise. The combined index for
June shows a net gain of 18.9% over last year's low, while the increase
since March 1933 amounted to 35.4%.

The most important factor in the rise of the combined index was an
increase in the adjusted index of freight car loadings. Next in importance
were gains in the indices of electric power, lumber and boot and shoe
production. The electric power and boot and shoe indices are based on
estimated output. The adjusted index of zinc production also rose, while
the estimated adjusted index of automobiles is slightly higher than for May.
The sharpest decline for the month occurred in the adjusted index of cotton
consumption. Declines were also recorded by the adjusted indices of pig
iron and steel ingot production and silk consumption.

Table I gives the combined index and its components, each of which is
adjusted for seasonal variation and, where necessary, for long-time trend,
for the last three months. Table II gives the combined index by months
back to the beginning of 1930.

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

April
63.4

Freight car loadings. ..
Steel ingot production.
Pig iron production. .. -
Electric power productio
Cotton consumption .
‘Wool consumption

8llk consumption

Boot and shoe producti
Automobile production
Lumber production
Cement production

Zine production -
Combined index .

TABLE II—-THE

1930
102.1

September _
October.. ..
November. .
December
} a Subject to revision. b Based on an estimated output of 7,704,000,000 kilowatt-
hours, as against a Geological Survey total of 8,014,000,000 kilowatt-hours in May
and 7,472,000,000 in June 1934, c Based on an estimated output of 349,618 cars
and trucks, as against Department of Commerce total of 385,486 cars and trucks in
May and 320,382 cars and trucks in June 1934. d Based on an estimated output of
31,000,000 pairs, as against Department of Commerce total of 30,029,890 pairs in
May and 28,543,777 pairs for June 1934.

O

Revenue Freight Car Loadings Remain Below Like
Week Last Year

Loadings of revenue freight for the week ended July 13
1935 totaled 566,488 cars. This is a gain of 94,067 cars or
19.99%, from the preceding week, a drop of 37,704 cars or
6.29, from the total for the like week of 1934, and a decline
of 87,173 cars or 13.39%, from the total loadings for the cor-
responding week of 1933. For the week ended July 6 load-
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ings were 9.39% under the corresponding week of 1934 and
13.19, under those for the like week of 1933. Loadings for
the week ended June 29 showed a loss of 4.39% when com-
pared with 1934 and a drop of 4.3% when the comparison
is with the same week of 1933.

The first 18 major railroads to report for the week ended
July 13 1935 loaded a total of 268,810 cars of revenue freight
on their own lines, compared with 216,741 cars in the pre-
ceding week and 294,778 cars in the seven days ended
July 14 1934. A comparative table follows:

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

Loaded on Own Lines
Weeks Ended—

Recetved from Connections
Weeks Ended—

July 6
1935

July 14| July 13
1934 1935

22,108
27,216
9

July 6
1935

July 14

July 13
1935 1934

21,777
22,659

17,084
17,525
10,742
10,409
13,318

Atchison Topeka & Santa Fe Ry-
Baltimore & Ohio RR
Chesapeake & Ohio Ry

Chicago Burl. & Quiney RR..___
Chicago Milw. St. Paul & Pac. Ry
¥ Chicago & North Western Ry ..
Gulf Coast Lines . - - - - e
International Great Northern RR
Missouri-Kansas-Texas RR
Missouri Pacific RR

z New York Central Lines.__

N. Y. Chicago & St. Louis Ry
Norfolk & Western Ry ...
Pennsylvania RR__._

Pere Marquette Ry

Pittsburgh & Lake Ei 3,918
Southern Pacific Lines. x X
Wabash Ry 6,161| 6,244

Totald e e o evaea ok 268,8101216,7411294,7781136,876'134,767!149,349

4,171
11,020
7,657
5,404
5,981
7,331
1,929
1,316
2,364
6,370
28,455
6,491
3,288
31,739
3,381

4,280| 4,417

3,620
3,206

5,076 4,010

x Notreported. y Excluding ore. z Includes cars loaded at stations and received
from connections by the Boston & Albany, New York Central, Michigan Central,
Big Four and Peoria & Eastern railroads as a unit. The interchange of traffic as
between these lines, which formerly was included In the report as cars received from
connections, has been eliminated. Reports of past periods are revised to the same
basis in order to provide proper comparisons.

TOTAL LOADINGS AND RECEIPTS FROM CONNECTIONS
(Number of Cars)

Weeks Ended—

July 13 1935
21,742
24,522
11,946

58,210

July 6 1935 I July 14 1934
18,709
20,475
10,765

49,949

Chicago Rock Island & Pacific Ry .
Illinois Central System .. _ . ___ ...
St. Louis-San Francisco Ry

20,700
24,208
12,395
Totalecmcccccicccecccecannaaa 57,393

The Association of American Railroads in reviewing the
week ended July 6 stated as follows:

Loading of revenue freight for the week ended July 6, totaled 472,421
cars. Due to the observance of Fourth of July holiday, this was a decrease
of 145,615 cars below the preceding week. It also was a reduction of 48,320
cars below the corresponding week in 1934, and 71,089 cars below the corre-
sponding week in 1933, both of which weeks included the holiday.

Miscellaneous freight loading for the week ended July 6, totaled 197,855
cars, a decrease of 39,873 cars below the preceding week, but an increase
of 106 cars above the corresponding week in 1934. It was, however, a
decrease of 4,112 cars below the corresponding week in 1933,

Loading of merchandise less than carload lot freight totaled 135,001 cars,
a decrease of 22,387 cars below the preceding week, 2,967 cars below the
corresponding week in 1934, and 11,759 cars below the same week in 1933.

Coal loading amounted to 50,186 cars, a decrease of 68,215 cars below
the preceding week, 31,252 cars below the corresponding week in 1934, and
39,849 cars below the same week in 1933.

Grain and grain products loading totaled 23,887 cars, a decrease of 4,343
cars below the preceding week, 13,265 cars below the corresponding week
in 1934, and 21,181 cars below the same week in 1933. In the Western
districts alone, grain and grain products loading for the week ended July 6,
totaled 16,022 cars, a decrease of 8,428 cars below the same week in 1934.

Live.stock loading amounted to 8,615 cars, a decrease of 791 cars below
the preceding week, 6,939 cars below the same week in 1934 and 4,878 cars
below the same week in 1933. In the Western districts alone, loading of
live stock for the week ended July 6, totaled 6,109 cars, a decrease of
6,494 cars below the same week in 1934.

Forest products loading totaled 22,040 cars, a decrease of 6,455 cars
below the preceding week, but increases of 4,667 cars above the same week
in 1934, and 189 cars above the same week in 1933.

Ore loading amounted to 30,043 cars, a decrease of 2,547 cars below the
preceding week, but increases of 671 cars above the corresponding week in
1934 and 12,007 cars above the corresponding week in 1933.

Coke loading amounted to 4,794 cars, a decrease of 1,004 cars below the
preceding week, but an increase of 659 cars above the same week in 1934.
It was however, a decrease of 1,506 cars below the same week in 1933.

All districts reported decreases, compared with the corresponding week
last year, in the number of cars loaded with revenue freight for the week of
July 6. All districts, except the Northwestern, which showed an increase,
reported reductions compared with the corresponding week in 1933,

Loading of revenue freight in 1935 compared with the two previous years
follows:

1935

2,170,471
2,325,601

1934

2,183,081
2,314,475
3,067,612
2,340,460
2,446,365
3,084,630

1933

1,924,208
1,970,566
2,354,521
2,025,564
2,143,104
2,926,247
520,741 543,510

15,957,364 13,887,810

In the following table we undertake to show also the
loadings for separate roads and systems for the week ended
July 6 1935. During this period a total of 51 roads showed
increases when compared with the corresponding week last
year. The Great Northern Railroad was the only road of
any importance which showed an increase in loadings during
the week.

Four weeks in January
Four weeks in February -
Five weeks in March. .
Four weeks in April.

472,421
15,648,478

gitized for FRASER
tp://fraser.stlouisfed.org/
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REVENUE FREIGHT LOADED AND RECEIVED FROM CONNECTIONS (NUMBER OF CARS)—WEEK ENDED JULY 6

Total Loads Received
Jrom Connections

1935 1934

Total Revenue
Freight Loaded

1934

Railroads

1935

Total Loads Recelved
Jrom Connections

1934

Total Revenue
Freight Loaded

1934

Ratlroads

1935 1933

Eastern District—
490 494 392 515 842
927 252 252
Boston & Maine 6,287 : 8,427
Chicago Indianapolis & Louisv. 1,122 1,507
Central Indiana.___ 2 1 62
Central Vermont . _ 1,834
Delaware & Hudson 5,589
Delaware Lackawanna 5,003
Detroit & Mackinac £ 117
Detroit Toledo & Ironton.___. , ,096 : 871
Detroit & Toledo Shore Line p 20 1,720
Erie 2 11,193
Grand Trunk Western 3,72 9 2,593 5,
Lehigh & Hudson River. 26 3 b
Lehigh & New England_
Lehigh Valley
Maine Central .
Monongahela .
Montour
S

. . & Hartford
New York Ontario & Western__
N. Y. Chicago & St. Louis.
Pittsburgh & Lake E;
Pere Marquette
Pittsburgh & Shawmut
Pittsburgh Shawmut & North__
Pittsburgh & West Virginia__ .
Rutland

Allegheny District—
Akron Canton & Youngstown. _
Baltimore & Ohio
Bessemer & Lake Erie
Buffalo Creek & Gauley.
Cambria & Indiana_ __

Central RR. of New Je Sey -
Cornwall

Ligonier Valley_
Long Island..______""""7°"
Penn-Reading Seashore Iines
Pennsylvania System
Reading Co -
Union (Pittsburgh)_ __
West Virginia Northern_
Western Maryland_ _

110,672

Pocahontas District—
Chesapeake & Ohio.
Norfolk & Western_

Norfolk & Portsmout,
Virginian

17,743
16,609
655

2,737

Southern District—
Group A—
Atlantic Coast Line
Clinchfield

Gainesville Midland
Norfolk Southern____
Pileclilmonli]&] Northern %
Richmond Fred. & Pot, d
Seaboard Air Line e
Southern System

33,811

Group B—
Alabama Tennessee & N 183
Atlanta Birmingham & (‘))(I;;lslsrn 910
Atl. & W. P.—W, RR. of Ala. . 645
Central of Georgia el i 3,938
Columbus & Greenville. 18 151 176
Florida East Coast, p 308
A 716

Group B (Concluded)—
Georgia & Florida 325 336 451
Guif Mobile & Northern. 951 1,165
Illinois Central System .. 14,905 15,682
Louisville & Nashville_._. 12,642 15,747
Macon Dublin & Savannah_ 14 103 33
Mississippi Central
Mobile & Ohio._
Nashville Chattan
Tennessee Central

37,918

Grand total Southern District..| 67,699

Northwestern Disttict—
Belt Ry. of Chicago
Chicago & North Western._
Chicago Great Western
Chicago Milw. St. P. & Pacific.
Chicago St. P. Minn. & Omaha
Duluth Missabe & Northern.. ..
Duluth South Shore & Atlantic.
Elgin Joliet & Eastern
Ft. Dodge Des Moines
Great Northern
Green Bay & Western. .
Take Superior & Ishpeming
Minneapolis & St. Louis. - -
Minn. St, Paul & S.
Northern Pacific. -
* Spokane Internati -
Spokane Portland & Seatt

74,041

Central Western District—
Atch. Top. & Santa Fe System.| 17,084 | 19,510 | 18,442
2,066 2,674 2,912
Bingham & Garfield & 3 . 115
Chicago Burlington & Quiney .. 382 13.555
Chicago & Illinols Midland.._ .. _ L1115
Chicago Rock Island & Pacifie- 11,006
Chicago & Eastern Illinofs. . ...
Colorado & Southern
Denver & Rio Grande Western.
Denver & Salt Lake
Fort Worth & Denver City
Illinois Terminal
North Western Pacific. .
* Peoria & Pekin Union. .. 3
Southern Pacific (Pacifie). 3,319
St. Joseph & Grand Island 296 p 195
Toledo Peoria & Western S 306 - 9R7
Union Pacific System. __ y 5,038
Utah 4
1,046

35,008

Southwestern District—
Alton & Southern

Fort Smith & Western_

Gulf Coast Lines.
International-Great

Kansas Oklahoma & Gulf
Kansas City Southern._
Louisiana & Arkansas._.____
Louisiana Arkansas & Texas.. .
Litchfield & Madison. _
Midland Valley

Missouri & Arkansas.
Missouri-Kansas-Tex

Missouri Paeitic_ _ .

Natchez & Southern. .
Quanah Acme & Pacific. -

St. Louls-San Franecisco.

St. Louis Southwestern.
Texas & New Orleans... -

Texas & Pacitic S
Terminal RR. Ass'n of St. Louls
Wichita Falls & Southern

43,539 44,891 45,252 46,020

Note—Figures for 1934 revised. a Not available.

* Previous figures.
Michigan Central RR.,

b Includes figures for the Boston & Albany RR., the C. C. C. & St. Louis RR., and the

“Annalist” Weekly Index of Wholesale Commodity
Prices Decreased During Week of July 16—Foreign
Prices Showed Mixed Trend During June

During the week ended July 16 the “Annalist’” Weekly
Index of Wholesale Commodity Prices declined 0.4 points
to 123.0 on lower cattle and beef prices. An announcement
by the “Annalist” continued:

The advance of lemons to $8 from $3.50 two weeks ago is supposedly in
response to the demands of Mussolini's African campaign. Corn, wheat
and flour, hogs, pork and lard, cocoa and coffee, oranges and tin also ad-
vanced. Besides cattle, lambs, veal, oats and rye, potatoes, butter, cotton-
seed oil and rubber were lower,

THE ANNALIST WEEKLY INDEX OF WHOLESALE COMMODITY PRICES
UNADJUSTED FOR SEASONAL VARIATION (1913=100)

July 9 1935

115.6
129.9

July 16 1935 July 17 1934

*Preliminary. tRevised. x Based on exchange quotations for France, Switzer-
land and Holland; Belgium included prior to March 1935.
As to foreign prices during June the “Annalist” stated:

Foreign prices showed a mixed trend for June. In the United Kingdom,
France and Germany they advanced slightly from May, while the Italian
index continued its sharp advance uader the spur of import restrictions and

war preparations. The Japanese, Canadian and United States indices
declined. The net result was a loss of 0.4 points for the Annalist Inter-
national Composite of nine countries, which declined to 72.7% of the 1913
level in terms of gold from 73.0 in May.

DOMESTIC AND FOREIGN WHOLESALE PRICE INDICES (IN CURRENCY
OF COUNTRY; INDEX ON GOLD BASIS ALSO SHOWN FOR COUN-
TRIES WITH DEPRECIATED CURRENCIES; 1913=100.0)

Per Cent
Change

From
May '35

—2.2
—2.8

L

Bowko w0

Gold Basis. _ __
United Kingdom _

HEWWOOOO -

LLLEttttt]

y Composite in zold 73.0

*Preliminary.

x Revised. y Includes also Belgium and Netherlands.
—_—

Retail Prices Continued Lower in June, According
to Fairchild Publications Retail Price Index

The sagging tendency in retail prices evident since the
May 1934 high continued during June, according to the
Fairchild Publications retail price index. Prices on Julyl
at 85.9 (January 1931=100) are the lowest since September
1933. Prices during the past month show a decline of
0.3 of 1%, as compared with the previous month, and are
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also 2.79% below the corresponding period a year ago.
From an announcement issued July 12 by Fairchild Publica~
tions we also take the following:

Retail prices for general merchandise have lost most of the gains recorded
since the introduction of the National Recovery Administration. Despite
the receding tendencies, current quotations still show a gain of 25% from
the May 1933 low.

Three major groups recorded fractional declines during June. This
includes piece goods, men's apparel, and home furnishings. Women's
apparel was the only group to show a gain, while infants’ wear remained
unchanged. Despite the slight gain in women's apparel prices during the
month, this group shows the greatest decrease under a year ago. How-
ever, piece goods show the greatest decline from the 1934 high.

Despite the sagging retail prices since the voiding of the NRA, quota-
tions have held comparatively firm and did not show a collapse as some
feared, according to A. W. Zelomek, economist of Fairchild Publications.
In discussing the trend of prices since the famous Schecter decision, Mr.
Zelomek points out that the firm quotations are the result of a general
adherence on the part of manufacturers and distributors to the major
provisions of the codes. Several important retail items have actually been
advanced in the wholesale market, reflecting the more faorable tendencies
in those industries.

THE FAIRCHILD PUBLICATIONS RETAIL PRICE INDEX
January 1931=100. Copyright 1935, Fairchild News Service

June 1
1935

July 1
1934

88.2

April 1 | May 1

1935

July 1
1935

Composite index..
Piece goods -
Men's apparel..
‘Women's appal
Infants' wear
House furnishings
Piece goods:
N S s e e

Cotton wash goods
Domestics:

Sheets

Blankets & comfortables
‘Women's apparel:

Aprons & house dresses.

Underwear
Shirts and neckwear
Hats and caps.._ ..

Luggage
Elec. household appliances
China

* Revised.

June Sales of 23 Chain Companies Gain 9.329,—
6-Months’ Sales Up 8.929,

According to a compilation made by Merrill, Lynch & Co.
23 chain store companies, including 2 mail order companies,
reported an increase in sales of 9.329 for June 1935 over
June 1934. The compilation further disclosed:

1935 1934 P.C.Change

Sales—June—
21 Chain (tore companies
2 Mail order companies. .

$135,968,548
56,117,086

$192,103,634

757,538,779
300,564,503

$1,058,103,282

$131,460,655
44,249,729

$175,710,384

722,494,902
248,930,565

$971,425,467

-+3.44
-+26.81

+9.32

+4.85
+20.74

+8.92

23 Companies
Sales—6 Months—
21 Chain store companies
2 Mail order companies

23 Companies

Following is the percentage of change of the groups for

June and six months of 1935 over the corresponding periods
of 1934:

6 Months
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Foods, textile products, and building materials, however, were also moder-
ately higher. Farm products and miscellaneous commodities on the other
hand, registered a fractional decrease. The hides and leather products,
metals and metal products, chemicals and drugs, and housefurnishing goods
groups were unchanged.

The large group of industrial products which embraces all commodities
other than farm products and processed and foods advanced 0.39% during
the week. This advance places the group within 1-10th of a point of the
high for the year reached in the week ending Jan. 12.

All commodity groups except textile products, housefurnishing goods,
and miscellaneous commodities have registered gains since the first of this
vear. Foods are 4.5% above the Jan. 5 level; hides and leather products are
up 3.5%; farm products, 2.8%; and fuel and lighting materials, 1.6%.
The increase for metals and metal products, building materials, and
chemicals and drugs has been less than 1% . Miscellaneous commodities, on
the contrary, are 4.4% below the Jan. 5 level, and housefurnishing goods
and textile products are less than 1% lower.

Half of the commodity groups—farm products, foods, hides and leather
products, fuel and lighting materials, and chemicals and drugs—are above
the level for the corresponding week of 1934. The increases range from 2%
for fuel and lighting materials to 20.5% for farm products. The decreases
for the remaining five groups range from 0.8% for metals and metal products
to 3% for miscellaneous commodities.

Group index numbers for the week of July 13 1935, compared with
Jan. 5 1935, and July 14 1934, and the percent of change are shown in the
table below:

July

Commodity Groups 13
1935

79.2

Percent
0,
Change

Ak

Percent
0
Change

+6.3

July
14
1934

All commodities 74.5

Farm product:

Textile products- . . ...

Fuel and lighting materi:

Metals and metal product:

Building materials_ . ... .-

Chemicals and drugs. -

Housefurnishing goods. ...

Miscellaneous commodities. ...~
All commodities other than farm prod

and f00d8 .. - - - - oo occeemmmmmmasem—ama

| +4++ | +++
SoPoroERN

81.8
67.8
78.0 . 0.0

N T S

|
-
-

=07

Fuel and lighting materials increased 0.5% during the week due to
higher prices for coal. Coke, on the other hand, was slightly lower, and
petroleum products remained unchanged. The index for the group as a
whole rose to 75.3% of the 1926 average.

Higher prices for cotton goods, knit goods, and silk and rayon resulted in
the textile products group increasing 0.3%. The subgroup of other textile
products was lower because of weakening prices of burlap and jute., Cloth-
ing and woolen and worsted goods were unchanged at the level of the
preceding week.

In the group of building materials, advancing prices for lumber offset
lower prices for brick and tile. The index for the group rose to 85.0.
Cement, paint and paint materials, structural steel, and other building
materials registered little or no change.

‘Wholesale food prices recorded a minor increase due to sharp increases in
prices of meats, Fruits and vegetables, however, declined more than
4149%. Butter, cheese, and milk, and cereal products also were slightly
lower, and the subgroup of other foods remained unchanged. Important
food items for which higher prices were reported were hominy grits, fresh
pork, dressed poultry, cocoa beans, and lard. Lower prices were shown for
butter, oatmeal, flour; dried apricots, raisins oleo oil, edible tallow, and
vegetable oils. The current index, 82.0, is 16% above the corresponding
week of last year and 24.4% above the corresponding week of two years ago.

A decrease of 0.4% was registered by farm products due to lower prices of
grain and other farm products including eggs, apples, oranges, hops, and
sweet potatoes. Livestock and poultry prices, on the other hand, rose 1.5%,
although steers were slightly lower. Higher prices were reported for corn,
calves, cows, hogs, live poultry, cotton, lemons, seeds, beans, white
potatoes, and wool. Despite the recent recession in farm products prices,
the present index, 77.7, is 20% above a year ago and 279% above two
years ago.

There was a sharp decline in cattle feed prices and a small decrease in
crude rubber. Prices of automobile tires and tubes, paper and pulp, and
other miscellaneous commodities were unchanged.

Hides and leather products were unchanged during the week, Shoes and
hides and skins remained at their high points of the year, while other
leather products were at their low.

In the metals and metal products groups, weakening prices for bar silver
were counterbalanced by strengthening prices for pig lead and tin. The
subgroups of agricultural implements, iron and steel, motor vehicles, and
plumbing and heating fixtures were stationary. The index for the metals
and metal products group remained at 85.7.

The group of chemicals and drugs remained at the previous week's level.
Advancing prices of fertilizer materials were offset by falling prices of
C

B Grocery chalng . c - ccvvcnccrsccmcanasmnsnee
8 Five & ten cent chains.

4 Apparel chains

2 Drug chains._ . .

2 Miscellaneous

Total 21 chains
2 Mail order companies.

Total 23 chains

Slight Increase in Wholesale Commodity Prices During
Week of July 13 Reported by United States Depart-
ment of Labor

Wholesale commodity prices continued slightly upward
during the second week of July, rising 0.1% above the level
of the week preceding, according to an announcement made
July {)8 by the Bureau of Labor Statistics, U. S. Department
of Labor.

The advance of the past two weeks placed the composite index for the
week ending July 13 at 79.2% of the 1926 average, the announcement said,
adding:

The general average is now 1.7% above the low for the year, and is more
than 6% above the level of the corresponding week of 1934. Compared
with two years ago the present level of wholesale prices shows a gain of
approximately 15%.

The changes in the commodity groups during the past week were slight,
the largest variation being an increase of 0.5% for fuel and lighting materials.

als, and drugs and pharmaceuticals. Average prices of mixed
fertilizers were unchanged.

Housefurnishing goods were also unchanged. The index remained at
81.8. Average prices of both furniture and furnishings were stationary.

The index of the Bureau of Labor Svatistics is composed of 784 r;rice
series weighted according to their relative importance in the country's
markets and based on average prices for the year 1926 as 100,

The following table shows index numbers for the main groups of com-
modities for the past five weeks and for the weeks of July 14, 1934 and
July 15 1933:

NDEX N ERS OF WHOLESALE PRICES F CEKS B
D 1 JULY 6, JUNE 20, JUNE 22, AND JUNG 15 10