The Financial Situation

HE past week has been characterized on the one

hand by the continuance of an upward move-
ment in business activity, which certainly had not
been expected until a very few weeks ago, and on
the other by a further prolongation of the tiresome
and disheartening drama now being enacted at the
National Capital. The disinclination on the part of
large sections of the business community, particu-
larly, perhaps, in the financial districts of the coun-
try, to permit what goes on in Washington, and what
does not go on there, to affect in any appreciable way
either their emotions or their appraisals of the future
has again been conspicuous. The extent to which
many have apparently become immune to shocks from

Administration members from the Senate. These and
other reverses have apparently driven the President
to renewed, we had almost said desperate, effort to
drive Congress with whip and spur to do his bidding
and depart from Washington before the end of
August. Thus on Wednesday he cited to those in
attendance at his regular press conference a number
of figures taken from the income tax returns of
wealthy individuals. With these figures before him,
he launched an attack upon wealth which in different
language would have done credit to Senator Long.

Further Tax Plans

But what is much more significant, he indulged in a

Washington, and indeed

discourse which, according

impervious, it would seem,
today-to-daydevelopments
of a governmental nature
that deserve the most seri-
ous consideration, is in
our judgment one of the
most remarkable transfor-
mations of recent years.
We do not mean to im-
ply that the course of
events in Washington dur-
ing the past week or two
has been essentially differ-
ent from that of the past
month or two. Indeed, re-
cent happenings there do
not seem to be as much at
variance with those of sev-
eral months ago as many
appear to think. As to
what has taken place dur-
ing the past week, the
main point is that the sit-
uation has not been greatly
altered.  On the contrary,
it has been left confused
and confusing, furnishing
but little basis for as-

sured forecasts of what.

the ultimate outcome of
many important pending
controversies is likely to
be. ;
The President appears to
have made some progress

“There Is a Point * * * 7

“There is a point at which, in peace times,,
high rates of income and profits taxes dis-
courage energy, remove the incentive to new
enterprise, encourage extravagant expendi-
tures and produce industrial stagnation
with consequent unemployment and other
attendant evils.”

These words, spoken in 1919 by President
Woodrow Wilson, erstwhile hero and mentor
of the Democratic Party, were quoted on
Wednesday last by a spokesman for the Na-
tional Association of Manufacturers in the
course of his testimony on the current ‘“‘soak-
the-rich”’ tax proposals before the Senate
Finance Committee.

Their truth and wisdom are obvious to all
save those whose eyes are not closed to facts
in their zeal for reform or for a political

slogan with which to distract attention from

the colossal failure of the New Deal, now
daily growing more evident.

A great deal is heard at present about
‘“ability to pay,” ‘‘taxes proportionate to
benefits received,” ‘“‘ease of collection,” and
the like as principles which, if applied, lead
allegedly to such levies as are now being pro-
posed and ardently demanded by the Admin-
istration.

Most of these arguments are afterthoughts,
ad captandum and ad hominem, without
validity and not worthy of serious considera-
tion. It would, however, be quite possible to
concede much of what is thus argued and
still condemn current proposals in their en-
tirety.

They are open to two general criticisms
which alone are enough to condemn them
without further inquiry. First of all, they
fall definitely in the category described by
President Wilson in the words quoted above,
and, second, they go one step farther in con-
centrating tax burdens upon a relatively
small minority and thus make it still more
difficult to develop any broad, general realiza-
tion of what governmental extravagance is
laying up for us in the future.

to a special dispatch to the
New York “Times,” “gave
clear indication that his
ideas of tax reform, as they
affect persons with large
incomes, did not end with
the provisions of”’ the cur-
rent program in Congress.
Much of what was said, no
little of it directly quoted,
seemed to be an out-and-
out satire on thrift. All
in all, the action thus taken
by the President seemed
clearly to be designed for
the purpose of making a
popular appeal over the
heads of those who are op-
posing him in  Congress.
His action in directing the
Secretary of the Treasury
to deliver to the Senate
committeeinvestigating
“lobbies” any and all in-
come, excess profits and
capital stock tax returns
which are considered useful
for the purposes in hand, a
subject to which we shall
revert presently, is also
probably to be attributed
to his desire to aid in de-
veloping ‘“‘disclosures” that
may be useful in the way
those of the Senate Com=

in forcing his “soak-the-rich” tax measure through
Congress, although the final outcome is far from
predictable. The Senate Committee on Banking and
Currency has placed provisions in the iniquitous gold-
clause bill which were understood to be displeasing to
the Administration, but which have now been ac-
cepted as satisfactory by the Attorney-General. The
House by a large majority has given full support to
those of its members who are on the Conference
Committee now considering the so-called ‘“‘death
sentence” of the holding company bill, both in their
insistence that the Senate members recede on the
“death sentence” issue and in their strenuous objec-
tions to having members of the so-called “brain
trust” attend the closed meeting of the Committee
itself, a matter of which much has been made by
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mittee investigating stock market practices were in
connection with the passage of the Securities Ex-
change Act of 1934, and for that matter the Banking
Act of 1933.

Spurring Congress

On the same day the President is reported to have
demanded of his aides that they see to it that his
program is pushed rapidly through to the statute
book and that Congress adjourns within a few weeks.
The program that once more was placed upon the
“must” list is an interesting if disagreeable re-
minder of the real nature of the situation in Wash-
ington at the present time. Here is the list as pub-
lished on Thursday in the New York ‘“Times’:

The Tax Bill, which is scheduled for early action in the
House to-morrow.
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The Guffey Coal Stabilization Bill, which is yet to be re-
ported by the Ways and Means Committee.

The Gold Clause Suit Bill, which has been passed by the
House and reported to the Senate in a modified form.
All the bills now in conference—Social Security, Utility

Holding Company Control, Banking, Agricultural Adjust-

ment Act and Tennessee Valley Authority Act amend-

ments, and the second deficiency appropriation.

The heartening aspect of the situation is of course
found in the firmness and persistence with which
groups in Congress are resisting this type of pres-
sure. The hope is, naturally, that it will prove impos-
sible for the Administration to have its way at a
number of important points, that some of the worst
measures will either die because of inability on the
part of the two houses of Congress to agree at vital
points, or that their final form will be the less harm-
ful of the two versions in which they now appear,
and that ultimately much of what is placed upon
the statute book will be declared null and void on
constitutional grounds by the Supreme Court. There
is ground for such hope, and the past week has, on
the whole, probably strengthened that ground some-
what, but he would be rash indeed who undertook
precise predictions as to the outcome of any of the
current controversies in Congress.

The New Tax Measure

HI new tax measure that the House has brought
forth after much prodding by the President
seems to us to be neither fish, flesh nor fowl. If one
were to consider it solely in the light of the grandiose
social readjustments it was presumably created to
effect, one would be obliged to conclude that the
mountain had labored and brought forth a mouse.
It will obviously effect no such changes in our social
structure. No one apparently seriously asserts that
it will appreciably aid in solving the budgetary prob-
lems of the Treasury. It certainly will accomplish
nothing to “reform” our system of taxation, in any
true sense of that much over-worked word.

It is claimed that it will produce some $270,000,000
in revenue per annum, but the estimate can hardly
be taken as more than an ex parte guess. The Ad-
ministration had in its employ all last Summer a
group of technicians and economists who, after the
most careful study of the situation, arrived at the
conclusion that extensive increases in income sur-
taxes would not produce a great deal of added rev-
enue. The present measure would increase the tax
on that part of income between $50,000 and $56,000
from 30% to 31%, with increasing increments on
the higher income groups until the levy on that part
of an income that exceeds $5,000,000 would be 75%
instead of 59% as at present. Even the Administra-
tion could not claim more than the relatively insig-
nificant yield of $45,000,000 for these changes.

Further estate taxes ranging from 4% on the first
taxable $10,000 to 75% on the taxable portion of
inheritances over $10,000,000 are proposed, with
certain small exemptions allowed. Some $93,000,000
in revenue is all that can be claimed for these. Fur-
ther taxes on gifts, ranging from 3% on the first
taxable $10,000 to 57% on that part of gifts over
$10,000,000 (with the same exemptions as those in
the case of inheritance taxes) will, even according
to the proponents of the legislation, provide only
$25,000,000 in revenue. The changes in the corpora-
tion taxes which would lay a 1314 % tax on corpora-
tion income not over $15,000 and a 1414 9% tax on
income over that figure, are estimated to bring in the
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ingignificant sum of $15,000,000. An excess profits
tax system with rates ranging from 5% on profits
of 8/12 of 1% to 20% on profits of 25% is calculated
to produce some $100,000,000. How absurd all this
is when considered as a method of raising revenue
for a Treasury that runs a monthly deficit as large
as the probably exaggerated estimates of annual
yields!
Broad Economic Effects

Such figures as these furnish a measure, albeit an
undependable one, of the revenue the proposed meas-
ure may be expected to bring to a Treasury that
counts its outlays not in millions but in billions.
They supply, however, no indication of the indirect
economic effects certain to be produced. Take first
the radical increases in the income surtax rates.
Does anyone suppose that those upon whom these
levies are laid would simply pay them and that with
such payment the train of events thus started would
come to an end? The President himself apparently
is under the spell of no such delusion. Otherwise he
would hardly have had as much to say about tax
avoidance as he did on Wednesday. For one thing
of course tax exempt securities, including those is-
sued by the Federal Government, are still outstand-
ing in enormous amounts. Whether or not the Presi-
dent has his way, whatever his precise desires are in
the matter, these tax exempt securities will remain
available in large volume to investors with very
large incomes for a good many years to come. One
of the consequences of such increases in income sur-
taxes as are now proposed would therefore obviously
be to intensify the demand for this type of security
very substantially, with the result that the States,
cities, and even the Federal Government would be
further tempted to increase their indebtedness, which
as every one knows is far too great at the present
time. If at some later date this Administration or
some other undertakes to correct an unfortunate sit-
uation by removing the exemptions in question, it
will be found that the difficulties in the way of doing
any such thing without grave consequences through-
out virtually the entire financial community would
be even greater than they are to-day.

As to the proposed gift and inheritance taxes, it
seems to be supposed that the estates of the very
wealthy consist of large amounts of cash which may
be distributed among many by an act as simple as
writing the required checks. Of course no such con-
ception accords in the least with the fact. Large es-
tates for the most part consist, in the last analysis,
of land, buildings, factories, railroad systems, mines,
utility systems and the like. These concrete objects
collectively termed wealth are of course engaged in
producing goods and services that people want and
will pay for. The profits earned by their owners are
promptly used to buy goods and services that other
people have to sell. For the most part they are em-
ployed in the creation of further wealth-producing
mechanisms. If the ownership of these items of
wealth is “distributed,” what would be the result?
Obviously, if the new owners are able to manage the
properties as efficiently as did their former owners,
no change of great consequence will occur—provided
of course that those who then enjoy the profits use
them as the old owners did for constructive and gen-
erally beneficial purposes. But the old owners by
and large had reached the position they attained pre-
cisely because they had the ability and the enterprise
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to manage such properties more efficiently than
other people, and had exhibited a quality of judgment
that enabled them to make wise investments, that is,
to bring new wealth creating organizations and
plants into being. It would be childish to suppose
that arbitrary redistribution of the ownership of
such things would place in positions of management
men as capable of managing them as those who un-
der a regime of the survival of the fittest had gained
control of them. What we should have to expect
from any general redistribution of wealth of the
sort contemplated is a serious deterioration of the
efficiency with which our productive and distribut-
ive mechanism operates. Not great gain but grave
injury to the “greater number” would inevitably
result.

The corporation taxes proposed, discriminating
as they do against the larger industrial units regard-
less of ownership and of the amount of capital in-
vested, are obviously unjust, and since most of the
larger of our corporations are to-day owned not by
the very wealthy but by a very large number of small
stockholders, the injustice inflicted would victimize
the very groups in the population concerning which
the Administration is avowedly most solicitous. One
would suppose that our experience during the war
with excess profits taxes would warn us of the evils
of this system of taxation. But it is not necessary
for us to proceed at greater length with the matter.
Readers of these columns are as familiar with the
defects of these tax proposals as are we.

Tax Returns and Politics

HEN the income tax and other similar taxes re-
quiring the filing of extensive confidential in-
formation with Government officials were first pro-

posed in this country, it was feared by many that in
the course of time these filings would be misused by
the politicians and others in places of power. The
public was assured however that adequate safeguards
would be erected to prevent such evils. History is
proving the fears in this connection all too well
founded. For years past now there has been a grow-
ing tendency on the part of Congress to demand ac-
cess to the information contained in these returns.
Committee members have not always been circum-
spect in their use of the data thus obtained. It has
become a regular practice to use these returns for
the purpose of convicting individuals of false returns
or failure to make returns when the real purpose is
to punish them for some other activity of which they
are suspected. Worse if anything is the habit, now
becoming a regular one, of employing these “confl-
dential” files for the purpose of obtaining “evidence”
of behavior on the part of those filing them that is
displeasing to the politicians. To be pelfectly can-
did, what is now apparently being planned by a Sen-
ate committee “investigating” lobbies seems to us
plainly an attempt to use the “confidential files for
political purposes. It is obvious, or so it seems to
us, that the intention is to have Administration lead-
ers in Congress make full use of income tax, corpora-
tion tax, and profits tax returns, now on file with the
Secretary of the Treasury and on Wednesday made
available to the committee by Presidential order, for
the purpose of finding “disclosures” that may be used
as an aid to the anti-capitalist program of the Ad-
ministration. We think the time has come for the
public to call a sharp halt on this abuse.
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Federal Reserve Bank Statement

RANSACTIONS of the United States Treasury
once again are responsible for the chief changes
in the current condition statement of the twelve Fed-
eral Reserve banks, combined. Extensive disburse-
ments by the Treasury of cash from its general ac-
count with the Reserve system caused a correspond-
ing increase in member bank deposits on reserve ac-
count, and such reserve balances moved to the high-
est level on record at $5,099,616,000. Excess reserves
over requirements, which now are estimated offi-
cially every week, were $2,510,000,000 on July 31,
against $2,340, 000 000 a week earlier. The cuueut
total of excess reserves probably does not constitute
a record, as it was unofficially estimated that a total
of $2,525,000,000 was attained on June 12, but the
difference is of no practical importance. The essen-
tial fact is that excess reserves, which reflect accu-
rately the aggregate of idle credit resources, are at
levels that constitute a continuous invitation to un-
paralleled credit excesses. There is, moreover, every
indication that idle funds will increase even more
in coming weeks and months. Gold once again is
flowing to this side from Europe, while the Treasury
probably will find it advisable soon to deposit gold
certificates against national bank notes that are
returning from circulation. The only immediately
predictable offset to such increases in the credit base
is the modest advance of monetary circulation that
usually takes place during the latter months of the
jear.

For some weeks now, the Treasury has refrained
from depositing gold certificates with the Reserve
system, and the current statement reflects a mo-
mentary continuance of this policy, even though
monetary gold stocks of the country increased
$8,000,000 in the week covered. Gold certificates of
the Reserve banks actually declined to $6,224,116,000
on July 31 from $6,226,004,000 on July 24, but other
cash increased, and total reserves advanced to
$6,515,175,000 from $6,513,247,000. Although mem-
ber bank deposits on reserve account moved up to
$5,099,616,000 from $4,944,603,000, this was more
than offset by a decline of Treasury deposits on gen-
eral account to $125,981,000 from $282,077,000, and
by small recessions in foreign bank and other de-
posits. Total deposits, accordingly, dropped to
$5,478,438,000 on July 31 from $5,491,765,000 on
July 24. Federal Reserve notes in actual circulation
increased to $3,261,622,000 from $3,242,240,000.
These changes occasioned a drop in the reserve ratio
to T4.5% from 74.6%. All other aspects of the credit
situation were virtually unchanged. Discounts by
the system increased to $6,570,000 from $6,109,000,
while industrial advances were lower by $4,000 at
$28,354,000. Open market bill holdings of the system
were $11,000 higher at $4,687,000, and United States
Government security holdings fell $26,000 +to
$2,430,209,000.

Corporate Dividend Declarations

MONG the dividends declared the current week,
which were again decidedly favorable, were a
few of a noteworthy nature.

Westinghouse Electric & Manufacturing Co. re-
sumed common dividends with a declaration of 50c.
a share, payable Aug. 30; the last previous cash
payment was 25c. a share, made on April 30 1932.
However, on Feh. 20 1933 and Feb. 18 1935 distribu-
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tions of Radio Corp. of America stock were made to
Westinghouse Electric & Manufacturing Co. common
stockholders.

Inland Steel Co. declared an extra dividend of 25c.
a share in addition to the regular quarterly of 50c.
on the capital stock, both to be paid Sept. 3; on
June 1 last 50c. was paid as compared with 25c, in
preceding quarters. :

Sherwin Williams Co. declared a dividend of $1 a
share on the common, payable Aug. 15, which com-
pares with 75c. a share in previous quarters.

Financial

Foreign Trade in June

HE foreign trade statement of the United States
for the month of June 1935 shows little if any
improvement over the previous months for more than
ayear back. Merchandise exports were a little higher
in value than for May but imports were below those
for any preceding month this year excepting only
the short month of Februnary. With commodity
prices tending constantly higher, especially in the
past few months, an increase in total values must
be subjected to considerable revision in measuring
the actual movement. As to imports this suggestion
applies in no way to the June report.

June exports were valued at $170,193,000 and im-
ports $156,756,000, an export trade balance for the
month of $13,437,000. For May this year exports
amounted to $165,456,000 and imports $170,559,000,
an excess of imports of $5,103,000. May was the
second month this year to show an import trade bal-
ance. Such a showing seldom appears. In June 1934
exports were valued at $170,519,000 and imports
$136,109,000, the export trade balance for that month
being $34,410,000. Exports in June this year were
actually $326,000 less in value than they were for
that month a year ago, while imports by the same
comparison show a gain this year of $20,647,000 or
15.2%.

For the current fiscal year merchandise exports
were valued at $2,120,726,000 and imports $1,785,-
772,000, an export trade balance of $334,954,000.
For the same time the year before the value of mer-
chandise exports was $2,041,717,000 and imports
$1,721,310,000, the export trade balance in that
twelve months being $320,407,000. In both instances
this covers the twelve months from July to June in-
clusive. Exports during the twelve months ended
with June this year were in excess of those for the
preceding year by 3.9% and the increase in the value
of imports was 3.7%.

Cotton exports in June were valued at $23,380,000
against $19,366,000 in May and $28,917,000 in June
1934. The reduction in the cotton movement in June
this year as compared with that month in the preced-
ing year, was accompanied by an increase in the value
of some exports other than cotton. In its June report
the Department of Commerce notes gains for copper,
non-metallic minerals, trucks and passenger auto-
mobiles. The Department reports a substantial de-
cline in exports of meat products. Vegetable foods
and edible animal products were among the prin-
ciple groups of imports showing a decline. “A large
increase in imports of foodstuffs” the Department
says, represents in part the higher domestic prices.

The gold movement both in exports and imports
was higher in June than in the preceding months,
imports of gold exceeding those for any month since
March 1934. Total gold exports in June this year
amounted to $166,000 and imports $230,538,000.
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Gold exports for the fiscal year July to June inclu-
sive ended 1935, amounted to a value of $40,773,000
against $236,161,000 for the same twelve months of
the preceding fiscal year, while gold imports were
$1,139,672,000 for the twelve months July to June
1935, compared with $862,071,000 in the correspond-
ing twelve months 1933-34. Silver exports in June
this year were valued at $1,717,000 against imports
of $10,444,000 for the same month.

The New York Stock Market

NE of the most active periods in recent years
was witnessed this week on the New York
Stock Exchange, with trading ranging in all full
sessions between 1,500,000 and 2,000,000 shares, and
the general trend quite definitely upward. Leading
trade and industrial indices continued to reflect im-
provement in business conditions, and this factor
afforded an important stimulus to the market. Sen-
timent regarding possible legislation at Washington
also improved markedly, owing mainly to a further
defeat by the House of the so-called death sentence
for utility holding companies. Passage by the House
of a measure for Federal control of truck and bus
competition also proved of aid, especially to railroad
securities. The upward tendency was quite pro-
nounced last Saturday, when leading stocks moved
upward 1 to 3 points in active dealings. When it
appeared on Monday that steel production is on the
increase, buying of stocks was resumed, with steel
and other industrial issues especially in favor, al-
though carrier stocks also moved higher. There was
a little profit-taking on Tuesday, but in most cases
it was easily absorbed and the reaction was small.
0il stocks improved and a number of specialties like-
wise closed with gains. After early uncertainty on
Wednesday, the advance was resumed and highest
levels of the year were attained by more than 100 is-
sues. In this most active session of the week all
groups of stocks advanced, with the exception of
metal and food shares, and some of the average com-
pilations were at best figures of the year. A reaction
developed on Thursday on a further wave of realiza-
tion, but this movement again was kept within
bounds. Losses were sizable only in a few instances,
and some of the speculative specialties improved.
After the close of the market, the House defeated the
death sentence in the utility bill and adopted a meas-
ure for Federal control of truck and bus transporta-
tion. These actions naturally proved important in a
market sense, yesterday. Utility stocks showed gen-
eral improvement, while carrier issues held well and
in some cases advanced a little. But the rest of the
market was subjected to new profit-taking and a
modest reaction took place.

In the listed bond market tendencies were some-
what irregular, with high grade issues quiet and
steady, while speculative bonds advanced easily.
United States Government securities kept cloge to
former levels, and best rated corporate issues were
neglected, while investors considered the various flo-
tations that appeared during the week. Speculative
railroad, utility and other bonds moved sharply
higher in most sessions, these gains being diminished
only a little by reactions that developed in con-
sonance with the movements in equities. Ttalian
bonds were uncertain in the foreign dollar depart-
ment, owing to fears of the scheduled conflict with
Ethiopia. German issues drifted steadily lower be-
cause of the effects in other countries of the new
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wave of Nazi repression. In the commodity markets
some nervous and uncertain movements developed.
Wheat advanced the full limit last Saturday owing
to reports of rust damage, and in the current week
the tendency also was higher, despite occasional set-
backs. Cotton moved jerkily at times but the price
did not change much for the week, while other com-
modities also were irregular. Much attention was
paid the foreign exchange market, where Nether-
lands guilders were alternately weak and strong as
the Cabinet crisis progressed. Stability was restored,
however, when Premier Colijn formed a new Cabinet
and announced that budgetary adjustments would
be postponed until September. Other gold currencies
were steady, while sterling likewise held to former
levels.

On the New York Stock Exchange 259 stocks
touched new high levels for the year and 13 stocks
touched new low levels. On the New York Curb
Exchange 140 stocks touched new high levels and 10
stocks touched new low levels. Call loans on the
New York Stock Exchange remained unchanged at
Y4 %, 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 734,240
shares; on Monday they were 1,752,270 shares; on
Tuesday, 1,679,580 shares; on Wednesday, 1,908,020
shares; on Thursday, 1,889,050 shares, and on Fri-
day, 1,517,710 shares. On the New York Curb Ex-

change the sales last Saturday were 134,850 shares;.

on Monday, 221,250 shares; on Tuesday, 232,330
shares ; on Wednesday, 301,270 shares ; on Thursday,
274,665 shares, and on Friday, 307,415 shares.

The stock market this week was strong, with trad-
ing volume heavy. Equities advanced to new high

levels on the strength of favorable reports by trade

and industry. These gains were maintained with
little difficulty despite occasional profit-taking. At
the close yesterday the market was fairly steady and
higher than on Friday of last week. General Elec-
tric closed yesterday at 2834 against 2814 on Friday
of last week; Consolidated Gas of N. Y. at 293/
against 27; Columbia Gas & Elec. at 814 against 714
Public Service of N. .J. at 40 against 373/ ; J. I. Case
Threshing Machine at 65 against 6614 ; ITnternational
Harvester at 5114 against 51; Sears, Roebuck & Co.
at 533 against 507%; Montgomery Ward & Co. at
3215 against 3114 ; Woolworth at 6114 against 6174,
and American Tel. & Tel. at 131 against 128. Allied
Chemical & Dye closed yesterday at 159 against 157
on Friday of last week; B. I. du Pont de Nemours
at 105%% against 107; National Cash Register A at
17 against 17; International Nickel at 273/ against
27%; National Dairy Products at 16 against 1634 :
Texas Gulf Sulphur at 34 against 3414; National
Biscuit at 32 against 301/ ; Continental Can at 863
against 8814 : Bastman Kodak at 1431/ against 147;
Standard Brands at 1434 against 16; Westinghouse
Elec. & Mfg. at 63 against 6154 ; Columbian Carbon
at 89 against 92; Lorillard at 2414 against 2354;
United States Tndustrial Alcohol at 3814 against 41;
Canada Dry at 91/ against 105 ; Schenley Distillers
at 3014 against 297, and National Distillers at 2614
against 26.

The steel stocks continued their gains of previous
weeks. United States Steel closed yesterday at 4234
against 4015 on Friday of last week; Bethlehem
Steel at 35 against 341/ ; Republic Steel at 167
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against 1634, and Youngstown Sheet & Tube at 2534
against 22%;. In the motor group, Auburn Auto
closed yesterday at 26 against 22 on Friday of last
week ; General Motors at 3814 against 3714 ; Chrys-
ler at 581/ against 5655, and Hupp Motors at 214
against 2. In the rubber group, Goodyear Tire &
Rubber closed yesterday at 1915 against 197 on
Friday of last week; B. F. Goodrich at 77 against
814, and United States Rubber at 1354 against 1334.
The railroad shares are irregularly changed for the
week. Pennsylvania RR. closed yesterday at 2614
against 2514 on Friday of last week; Atchison To-
peka & Santa Fe at 5234 against 5434 ; New York
Central at 2034 against 181/ ; Union Pacific at 10514
against 105; Southern Pacific at 19145 against 187 ;
Southern Railway at 714 against 714, and Northern
Pacific at 18 against 1914. Among the oil stocks,
Standard Oil of N. J. closed yesterday at 4654
against 4615 on Friday of last week; Shell Union
Oil at 1094 against 10, and Atlantic Refining at 233
against 23. In the copper group, Anaconda Copper
closed yesterday at 159 against 16 on Friday of last
week ; Kennecott Copper at 1914 against 201%;
American Smelting & Refining at 421/ against 437,
and Phelps Dodge at 18 against 1834.

All lIeading trade and industrial indices remained
favorable, and the effect on security markets
naturally was stimulating. Steel-making for the
week ending to-day was estimated by the American
Iron & Steel Institute at 449 of capacity against
42.2% last week, 32.8% one month ago, and only
26.1% in the corresponding week of last year. This
represents an increase of 1.8 points, or 4.3%, from
the preceding week. Production of electrical energy
in the United States for the week ended July 27 was
1,823,521,000 kilowatt hours, according to the Edigson
Electric Institute. This compares with 1,807,037,000
kilowatt hours in the preceding week and with
1,683,542,000 kilowatt hours a year ago. Car load-
ings of revenue freight in the week to July 27 totaled
596,462 cars, the American Railway Association
reports, against 593,366 cars in the preceding week.
The car loading aggregate, however, is still 13,580
cars under the similar week of 1934.

As indicating the course of the commodity mar-
kets, the September option for wheat in Chicago
closed yesterday at 9094c. as against 891/c. the close
on Friday of last week. September corn at Chicago
closed yesterday at 787gc. as against 7634c. the close
on Friday of last week. September oats at Chicago
closed yesterday at 3214c., the same as the close on
Friday of last week.

The spot price for cotton here in New York closed
yesterday at 11.95c¢. as against 12.15¢. the close on
Friday of last week. The spot price for rubber
yesterday was 12.15¢c. as against 11.81c. the close on
Friday of last week. Domestic copper closed yester-
day at 8c., the same as on Friday of last week.

In London the price of bar silver yesterday was
30 3/16 pence per ounce, the same as on Friday of
last week, and spot silver in New York closed yester-
day at 6734c., unchanged from the close on Friday of
last week. In the matter of the foreign exchanges,
cable transfers on London closed yesterday at
$4.9575 as against $4.9634 the close on Friday of last
week, and cable transfers on Paris closed yesterday
at 6.6355c. as against 6.61%%c. the close on Friday
of last week.
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European Stock Markets
TEADY conditions were restored this week on
stock exchanges in the foremost European fi-
nancial centers, largely because fears of guilder de-
valuation were dispelled by the formation of another
coalition Cabinet by Premier Hendryk Colijn. The
currency situation remains dubious, but there is no
apparent likelihood of immediately unsettling devel-
opments, and a more cheerful atmosphere resulted at
London, Paris and Berlin. The London market was
impressed also by favorable reports of British trade
tendencies, and by news of the upswing in prices of
securities at New York early in the week. But trad-
ing dwindled at London on approach of the August
bank holidays, and little activity is anticipated for
some weeks to come. On the Paris market a sharp
advance in rentes developed, and other securities
likewise improved, owing mainly to the satisfactory
solution of the Cabinet crisis in Holland, which
means that there will be no further defections from
the gold bloc for the time being, at least. The Berlin
exchange was quiet and prices did not vary much.
In all markets much concern now is felt regarding
the projected Ttalian campaign against Ethiopia and
the possible repercussions on the Italian economy of
such a conflict. It is feared that the lira will be sac-
rificed in that eventuality, with the result of ever
greater confusion in the already confounded cur-
rency situation. But there is still some hope that the
leading nations will be able to solve the Italo-Ithi-

opian problem without actual warfare.

Little business was done on the London Stock Ix-
change in the initial session of the current week.
British funds were mildly irregular, with changes
quite small, but the tendency in the industrial issues
was generally upward. Iron and steel stocks espe-
cially were in demand on favorable reports from
that industry, and brewery stocks also did well.
Anglo-American trading favorites improved on good
week-end reports from New York. The session on
Tuesday again was cheerful, even though business re-
mained dull. Investment buying occasioned gains in
British funds, but interest centered mainly in the
industrial issues, which advanced sharply in some
instances. The international group was stimulated
by renewed buying of Anglo-American issues. Con-
ditions on Wednesday did not differ materially from
the two previous sessions. Gilt-edged issues were
maintained, but the industrial section provided most
of the features. Aviation, motor, textile and steel
stocks were in best demand. Stocks of interest both
in London and New York moved ahead easily, and
the upward trend in such securities was resumed in
late dealings in the street market. Very little activ-
ity was noted on Thursday, owing to the long closing
that impended. Good demand for some new trustee
issues caused firmness in British funds. Steel issues
again forged ahead in the industrial section, and avi-
ation and motor stocks were well maintained, but
other groups reflected some profit-taking. Gold min-
ing securities came into better demand, while inter-
national issues were dull. The tone was cheerful in
yesterday’s pre-holiday session. Gilt-edged issues
were firm, and a number of good features appeared
in the industrial section.

The Paris Bourse was stimulated from the start
of trading last Monday by the report that Premier
Colijn again would form a (Cabinet in Holland, and
continue his uncompromising opposition to currency
tampering. French rentes advanced sharply, even
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though some disturbing reports were at hand regard-
ing the effect of wheat price declines on French
farmers. Bank and chemical stocks reacted as fears
of inflation diminished and funds flowed back into
rentes, and international securities likewise were
liquidated. Tuesday’s session on the Bourse was
satisfactory to holders of all classes of securities.
Rentes again advanced, and French bank and indus-
trial stocks also improved, while international issues
joined the movement as well, partly in belated recog-
nition of the favorable reports from New York. Fur-
ther gains in rentes on Wednesday proved the fea-
ture of that session. French equities were dull and
irregular, in view of the month-end settlement., The
carry-over was arranged at 3% as against 334 % two
weeks earlier, and this was regarded as favorable.
International securities were easy. In a quiet ses-
sion on Thursday, small advances once more were
registered in rentes. Most equities also were firm,
while international issues reflected a little buying.
Fractional gains were recorded in rentes, yesterday,
and other securities also were firm.

Trading on the Berlin Boerse was quiet on Mon-
day, with the trend uncertain. Much doubt prevailed
regarding monetary matters, it was said, and move-
ments in these circumstances were confined to frac-
tional gains and losses. Fixed-interest issues were
unchanged. Dealings on Tuesday again lacked ani-
mation, while most price changes were toward lower
levels. Artificial silk stocks gained and proved the
only exceptions to the downward tendency. The tone
was better on Wednesday, despite continued quiet
trading. Most issues moved only fractionally, but
in a few instances advances of a point or more were
registered. Dealings on Thursday failed to reflect
any change, small advances again being the rule.
Some mining stocks advanced a point or two, but
there also were some losses in other sections. The
tone was good yesterday, but changes were small in
nearly all issues. A few speculative issues again
advanced a point or two.

Armaments

ITHIN a few days after Great Britain’s an-
nounced intention of abandoning the ratio
system as a basis for international naval armaments
limitation, it began to appear that leading navies
will increase sharply in the period to 1942. Under
the procedure now projected by the British Govern-
ment, other countries will be asked to state the size
of navies they desire by 1942, and it is hoped that a
limitation conference can be held in that year. In
the meanwhile, however, building is likely to pro-
ceed apace, if recent reports of British intentions
have any validity. The “Daily Herald” of London,
organ of the British Labor party, disclosed last Sun-
day what it declares to be the provisional construc-
tion program of the Admiralty. This purported pro-
posal calls for the building of 130 warships of vari-
ous types, costing approximately £150,000,000. The
statements have not been fully substantiated, and
more than a little doubt exists regarding some de-
tails of the rumored plans, but there has long been
reason to believe the British Admiralty desires the
very considerable augmentation of its cruiser fleet.
Any additions, beyond the limits provided in the
Washington and London naval treaties, probably
would cause concern in the United States and
Japan, and possibly in some Continental European
countries as well. The current reports thus consti-
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tute an ominous warning, which the taxpayers of
all countries well might heed.

There were signs in Europe this week that diplo-
matic negotiations again are to be taken up regard-
ing the proposed Western European air Locarno,
the Eastern European pact of mutual assistance and
the Danubian conference. All such matters were
shelved when the French political and financial
crisis developed late in May, and a cloud of uncer-
tainty was thrown over them by the Anglo-German
naval treaty. The German Ambassador to Paris,
Robert Koester, conferred at length early this week
with Premier Pierre Laval on these and other ques-
tions. But the impression gained, according to the
Paris correspondent of the New York “Times,” was
that Franco-German difficulties were not brought
nearer to a solution by the two months of neglect.
Additional troubles are foreshadowed, in so far as the
Eastern European pact is concerned. Although the
Reich agreed previously to join that proposed accord
on a basis of non-aggression, Chancellor Hitler now is
said to hold that the Franco-Soviet pact violated the
Locarno treaty. In such views, Herr Hitler is re-
ported to have found reasons for delay and perhaps
for refusing to sign any Eastern European agree-
ment. The Western European air Locarno appar-
ently commanded the support of all the nations con-
cerned when it first was proposed early this year,
but even on this matter conversations seem to have
been at a standstill recently. The Danubian con-
ference originally was scheduled for early last June,
but on this matter also very little has been said
of late.

The Netherlands Cabinet

OLITICAL and financial crises in the few re-
maining gold standard countries continue to
follow each other in rapid succession. Large gold
holdings so far have made it possible for the coun-
tries affected to avoid devaluation, even though most
observers now are of the opinion that an ultimate
change of this kind is all but inevitable. The latest
crisis in the series occurred in The Netherlands, and
it is significant that no real solution was found,
since the questions at issue were postponed. When
two of the leading parties of Holland refused to
accept his recommendations for a curtailment of
government expenditures by 70,000,000 guilders,
Premier Hendryk Colijn resigned a week ago. Fears
that the incident might eventuate in devaluation
prompted a huge capital flight from Holland and
also a revival of speculative attacks against the
guilder. Queen Wilhelmina requested Dr. D. P.
Aalberse to form a new regime, but the task was
abandoned by the leader of the Catholic party last
Saturday. After further party discussions, Pre-
mier Colijn again accepted, on Monday, a mandate
to form a coalition regime, and he announced on
Wednesday a Government that is almost identical
with the preceding regime. It was promptly indi-
cated by the Premier that solution of the budgetary
difficulties would be put off until September. The
period during which the guilder was subjected to
heavy pressure was very brief, as the mere announce-
ment that Premier Colijn would resume his office
caused an abrupt advance in the international quo-

tation for Netherlands currency. Gold exports from

Holland nevertheless amounted to 130,800,000 guil-
ders in the space of a single week, this figure repre-
senting about one-fifth of Holland’s gold stocks.
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Italo-Ethiopian Dispute

HILE Ttalian ships laden with troops and
munitions were steaming through the Suez
Canal, the League of Nations met at Geneva on
Wednesday in order to consider the conflict that
is brewing between Italy and Ethiopia. The Coun-
cil of the League met under auspices that are far
from encouraging, as there is nothing to indicate
that Premier Benito Mussolini can be turned from
his aim of conquest. All the preliminaries to the
current meeting showed that the Italian Govern-
ment sent representatives to Geneva only with the
greatest reluctance, and it is now quite apparent
that Signor Mussolini will quit the League rather
than submit to-its dictates. As on previous occa-
sions when real international difficulties loomed,
the real lead in the Geneva discussions has been
taken by the British and French delegates, whose
aim is said to be delay, so that a solution can be
sought in further private negotiations. It is sug-
gested in some reports that such private discussions
will center around the treaty signed in 1906 by
England, France and Italy, which divides Ethiopia
into spheres of influence. The future of the Ethi-
opian Kingdom would seem to be rather dubious in
that eventuality. But Emperor Haile Selassie con-
tinues to insist that his country will resist all en-
croachments, and there is no real belief anywhere
that war can be averted. Most well-informed obsery-
ers now are of the opinion that the Italian Dictator’s
numerous promises to his people of glorious con-
quest have placed him in a position where he no
longer can afford not to make war. There is also a
grave question whether he can afford to make the
war that impends, from an economic viewpoint.
This sad business seems destined to illustrate once
again that modern warfare cannot possibly bring
gains to compensate for its cost.

The League Council met again on Wednesday, in
accordance with its previous undertaking, to con-
sider the Ethiopian matter further if, by July 25,
the special Ttalo-Ethiopian conciliation commis-
sion failed to agree on the border disputes and also
failed to select a fifth and neutral member. Tele-
grams were sent to the Council members late last
week, and the meeting convoked after receipt of a
somewhat ambiguous reply from Ttaly, last Satur-
day. The Italian note suggested that Italy would
attend the session only if the discussion would be
limited to “studying the most opportune means of
enabling the commission of conciliation and arbi-
tration to resume its work usefully.” Even this con-
cession was based on the assumption that the BEthi-
opian Government would give satisfactory assur-
ances regarding the conciliation commission. In
dispatches from Rome it was admitted candidly that
Premier Mussolini desired to “avoid the appearance
of deliberately throwing obstacles in the way of the
League,” but he qualified the reply in such a way
that he will be able to “withdraw if the discussion
shows any sign of penetrating to the heart of the
controversy.” A statement from Ethiopia was re-
ceived at Geneva last Sunday, and for a time it
appeared that Italy would not accept the terms,
since the Addis Ababa Government stipulated that
the League and not the disputants must settle the
terms of reference. But the Italians decided that
the Ethiopian note, while not entirely satisfactory,
still would make it possible for them to attend the
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League Council session, and the first obstacles thus
were overcome.

The first meeting of the Council on Wednesday
was a secret one, but the proceedings became a mat-
ter of general knowledge. Baron Pompeo Aloisi in-
sisted upon the Italian viewpoint that the object
of the session is only to make possible renewed activi-
ties of the conciliation commission. But Professor
Gaston Jeze, of Ethiopia, stated that there is obvi-
ously no likelihood of successful arbitration, and he
insisted upon a general discussion, with the aim of
preventing war. Captain Anthony Eden of Great
Britain and Premier Pierre Laval of France, who
rode to Geneva on the same train from Paris, quickly
agreed that a little time should .be provided for
finding a “formula,” and the Council agreed to meet
again on Thursday. All reports agree that a for-
mula actually was submitted to the Italian Dic-
tator, but it was not acceptable and it was found
necessary to postpone the Council session so that
still other “formulas” could be examined. The
original suggestion, according to the Geneva corre-
spondent of the New York “Times,” was for further
conciliation proceedings through appointment of a
neutral arbitrator. While such negotiations were
in progress, Great Britain, France and Italy were
to discuss an Ethiopian settlement as co-signatories
of the 1906 accord. “The feeling here,” said the
report to the New York “Times,” “is that even if
Tthiopia consented to hand the Italian Dictator half
her territory on a golden platter, that would not do.
‘What he desires most is military achievement.”

While this fretful debate was in progress at
Geneva, both Italy and Ethiopia continued their
war preparations. It is generally believed that
Ttaly will be ready by mid-September, when the
rains cease in East Africa and military movements
again become possible. But some reports indicate
that the matter already has reached the stage of
armed conflict. The correspondent of the New York
“Times” in Addis Ababa reported last Sunday that
a clash occurred on the northwestern border of
Ethiopia, 40 Italians being killed as well as 20
Ethiopians. The report was circulated at Geneva,
Thursday, that 15,000 of the Italian troops in East
Africa have been stricken by dysentery, but a denial
was issued at Rome. There is much concern, mean-
while, regarding the ability of Italy to carry on a
war without financial ruin. The decree of last week,
permitting the Bank of Italy to disregard the re-
quirement for a 40% gold cover against note circu-
lation, is accepted as the first step toward budgetary
inflation, and the tendency in world markets now
is to insist upon cash with orders from Italian im-
porters. British coal exporters have asked the Gov-
ernment in London to expedite overdue payments
for coal shipped to Italy. The Italian Government
issued on Wednesday a decree setting up a State
monopoly of imports of coal, copper, tin and nickel.
Efforts are said to have been made recently in Lon-
don and Paris by Italian representatives to raise
credits for financing of Italian purchases abroad,
but no success so far appears to have crowned such
efforts.

British Parliament Adjourns

DJOURNMENT of the British Parliament was
determined upon early this week for the cus-
tomary summer period, and that body dispersed
yesterday, with the next meeting scheduled for
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Oct. 29." The two leading European Parliaments
thus are in temporary eclipse, for the French Legis-
lature adjourned in June, after granting the Laval
Government powers to rule by decree. Prime Min-
ister Stanley Baldwin announced in London the nor-
mal lengthy recess of the Commons and the Lords,
and the decision was accepted as almost conclusive
evidence that there will be no general election in
Great Britain this autumn. The current Parliament
was elected Oct. 27 1931 for a five-year term. The
overwhelming Conservative representation makes an
upset almost out of the question, but by-elections of
late have disclosed an astonishing swing to the
Laborite party, even in normally Conservative areas.
This tendency appeared to call for Parliamentary
readjustments, and the impression prevailed for a
time that the country would be given an opportunity
to register its will before the expiration of the
ordinary term of Parliament. The British Parlia-
ment, of course, can be called into extraordinary
session with great rapidity if a national emergency
demands that course, but even in the present un-
settled state of European affairs that expedient
seems an unlikely one.

Nazi Fanaticism

OFFICIAL and unofficial persecutions of Ger-
man Jews, Catholics and other religious ad-
herents on the ground that such faiths are inimical
to Nazi doctrines have produced reactions in the
United States that involve minor diplomatic inci-
dents. In this country the revulsion felt with
respect to the Nazi measures apparently has been
carried a little further than in other leading coun-
tries, but the feeling is the same throughout the
world. Anti-Semitic rioting in Berlin some weeks
ago was at first declared by the German authorities
to be unauthorized and the work of hoodlums. But
the campaign has continued and now has been made
more pointedly than ever the official State doctrine.
Nor is the campaign of repression limited to Jews,
for Catholic priests have been warned to avoid un-
fortunate political references in their exhortations,
while Lutheranism, the official State religion until
the Nazis came into power, also is subjected to Nazi
meddling. A number of Catholic priests recently
were imprisoned for “endangering public peace and
order,” while some minor church organizations were
forced to disband and submit to the confiscation of
their properties, because their activities “were in-
imical to the people and the State” The effect of
such measures abroad has been to arouse resent-
ment, and also considerable wonderment as to the
underlying causes of the newest German campaign.
The impression grows steadily that the Nazi authori-
ties chose this means for diverting attention from

the mounting general discontent within the Reich.
In the United States, the movement of protest
against the German Nazi excesses has found expres-
sion in ways that involve the relations bhetween the
two countries. A large group of radicals late last
week staged an anti-Nazi demonstration just before
the German liner Bremen sailed from New York.
The swastika emblem, floating from the how of the
ship, was torn down and thrown into the Hudson
River, notwithstanding earnest protective endeavors
by policemen. Earlier last week Mayor Fiorello H.
LaGuardia of New York City refused to grant a
license to a German citizen to do business here, on
the ground that the German Nazi Government has
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discriminated against American citizens. Both
these incidents caused anger in official Berlin, where
there appears to be, as usual, no faint realization
that the ruthless anti-Semitic and anti-Catholic
measures are quite apt to call forth vigorous an-
tagonism in other countries, where expression is free.
The German Government lodged with the State De-
partment last Tuesday a strong protest against the
alleged insult to the German swastika emblem.
The United States Government, in its reply, acted
with strict diplomatic correctness and deplored
the incident. The action taken by Mayor La-
Guardia appears to infringe on State Depart-
ment prerogatives to some degree, but Washing-
ton seems to view that circumstance with great
equanimity, possibly because it is considered a salu-
tary reminder to the Nazis of the effects of their
activities in other countries. When taxed with the
appropriateness of his action, Mayor LaGuardia
cited the undeniable financial discrimination against
Americans entailed in the German moratorium and
the complete lack of payments on German dollar
bonds held here, while holders of German Govern-
ment obligations elsewhere are receiving full interest,

German anti-Semitism, which was described some
weeks ago as sporadic and unauthorized in its latest
forms, once again has been made the official doc-
trine of the Nazi State, and the results are depress-
ing to behold. The Nazis issued orders last Monday,
according to the Associated Press, for discontinu-
ance of the drive against “State enemies.” But this
appears to mean only that individual action will not
be countenanced, as the Nazi police chief of Berlin,
Count Wolf von Helldorf, issued a pronunciamento
that “the battle against Judaism is being waged by
the State and the (Nazi) movement in a different
fashion.” 1In a Berlin dispatch of Tuesday to the
New York “Times” it is remarked that the campaign
actually is going on with increasing violence and
virulence. The Berlin correspondent of the New
York “Herald Tribune” reported on Wednesday that
the municipality of Berlin has issued an order which
virtually bars Jews from settling in the city. The
Associated Press reported from the German capital
that foreign observers there believe the economic
crisis in the Reich is behind the vigorous, many-sided
offensives against State “enemies.” Almost all
recent reports from Berlin have emphasized the
unrest among the people of Germany. For this
there are many reasons, both spiritual and material,
a “Times” dispatch remarks, “but one of the most
important admittedly is the fact that daily bread
in the larger sense is growing both poorer in quality
and more expensive in price.”

Japan and China

ROGRESS toward adjustment of the numerous
Sino-Japanese differences has been so slow of

late that it may well be doubted if any has been
made. The demands secretly made by Japan upon
China still are a matter of rumor rather than of
official statement, but it is obvious that they include
a requirement for a more friendly attitude on the
part of China and repression of the anti-Japanese
propaganda. The Chinese Generalissimo, Chiang
Kai-shek, is said in Shanghai dispatches to be intent
on remaining in distant Szechwan province, so as
to avoid negotiations at Nanking with Japanese
diplomatists. In Tokio such reports aroused no
apparent concern, and it was stated that no delay
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or inconvenience has been occasioned by the absence
of the Chinese leader. In the thickly populated
Yangtse and Yellow River valleys of China the dread
menace of floods once again has appeared. Dikes
vielded before the highest water known in genera-
tions, and the swiftly-spreading waters have brought
devastation to the countryside. It was feared for a
time that the Yellow River might revert to its old
course, from which it shifted in 1852, and empty
into the Yellow Sea, 350 miles south of the present
estuary. The rolling waters have covered thousands
of miles of farm lands, and Chinese peasants by the
tens of thousands were drowned, while millions were
rendered homeless. Inevitably, these conditions will
be followed by famine and misery next winter.
(Chinese authorities, badly handicapped by their cur-
rent troubles with Japan and the incessant warfare
against huge Communist armies, are extending what
aid they can in this situation.

Discount Rates of Foreign Central Banks

HERE have been no changes during the week in
the discount rate of any of the Foreign Central
banks. Present rates at the leading centers are
shown in the table which follows:
DISCOUNT RATES OF FOREIGN CENTRAL BANKS

Rate in
Effect
Aug. 2

Austria....| 3%
Batavia ...| 4
Belglum...| 2

Rate in
Effect
Aug. 2

Country Date Country Date
Established Established
July 10 1935 Oct. 17 1932
July 1 1935 Feb. 16 1934
May 15 1935 3 June 30 1932
Jan. 31934 14 |Mar. 25 1935
Mar, 11 1935 July 31933
Jan. 24 1935 June 2 1935
July 18 1933 Feb. 11035

Jan. 21934
Jan. 25 1933 May 28 1935
May 31935 May 23 1933
Nov. 29 1933

Oct. 25 1933
June 30 1932 Deec. 13 1934
Sept. 25 1934 Dec. 71934
Dec. 4 1934 Feb. 21 1933
July 18 1935 July 10 1935
Sept. 30 1932 Dec. 11933
Oct. 13 1933
July 26 1935

Hungary ..

[
-
N

Bulgaria...
Canada....

s
TN

Colombia...
Czechoslo-

vakia....
Danzig. ...
Denmark. .
England. ..
Estonia....
Finland ...
France. ...
Germany ..
Greece.... -
Holland ..

Jugoslavia -
Lithuania..
Moroceo. .-
Norway.. -
Poland. ...
Portugal. ..
Rumania ..
gou;h Africa

~o e
KRR

RN

R
BN

RN

BRI R NI D DO
N

N
RN

Switzerland

CNPRBRANNDE RN

GNCUR B RO R O
N

T E NS

May 21935

Foreign Money Rates

N LONDON open market discounts for short bills

on Friday were 9-16@%4% as against 9-16@°49%,

on Friday of last week, and 9-16@5%4% for three-

months’ bills as against 249, on Friday of last week.

Money on call in London on Friday was 149%,. At

Paris the open market rate remains at 4149, and in
Switzerland at 39%.

Bank of Germany Statement

HE statement for the last quarter of July reveals
a large increase in gold and bullion, namely 94 ,-
044,000 marks. The total of gold which is now at 187 -
992,000 marks, compares with 74,874,000 marks last
year and 244,960,000 marks the previous year. A
decrease appears in rveserve in foreign currency of
2,510,000 marks, in silver and other coin of 86,431 -
000 marks, in notes on other German banks of
10,396,000 marks, in investments of 31,000 marks,
in other assets of 37,048,000 marks and in other
daily maturing obligations of 3,174,000 marks. The
Bank’s ratio stands now at 4.999, as against 2.19,
a year ago. Notes in circulation show an increase of
331,663,000 marks, bringing the total of the item up
to 3,877,783,000 marks. Circulation a year ago ag-
gregated 3,768,495,000 marks and two years ago
3,492,125,000 marks. Bills of exchange and checks,
advances and other liabilities register increases of
461,816,000 marks, 11,776,000 marks and 8,735,000
marks respectively. A comparison of the different
items for three years appears below:
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REICHSBANK'S COMPARATIVE STATEMENT

Changes

Jor Week July 31 1935 | July 31 1934 | July 31 1933

Reichsmarks
244,960,000

Reichsmarks
74,874,000

Reichsmarks
187,992,000

Reichsmarks
904,044,000
No change 30,176,000 16,848,000 33,439,000
—2,510,000 5,887,000 3,147,000 77,612,000
+461,816,000|3,838,432,000(3,431,105,000(3,181,003,000
—86,431,000| 158,268,000/ 226,276,000| 204,848,000
—10,396,000 4,611,000 5,656,000 4,731,000
11,776,000 52,268,000 109,027,000| 164,538,000
—31,000( 660,906,000( 713,464,000( 320,176,000
—37,048,000| 651,571,000( 653,623,000| 526,339,000

+331,663,000|3,877,783,000/(3,768,495,000|3,492,125,000
—3,174,000| 742,940,000/ 649,027,000| 412,332,000
+8,735,060| 224,032,000/ 176,853,000/ 196,599,000

+2.11% 4.99% 2.1% 9.2%

Assets—
Gold and bullion
Of which depos. abroad
Reserve in foreign curr.
Bills of exch. and checks
Sliver and other coln.
Notes on other Ger. b
Investments. _
Other assets. . . ...
Liabilities—
Notes in eirculation. . ..
Other daily matur. oblig

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

Bank of England Statement

HE statement of the Bank for the week ended

July 31 shows a gain of £101,658 in bullion, but
as this was attended by an expansion of £7,452,000 in
circulation, reserves fell off £7,350,000. Bullion
holdings now aggregate £193,361,551, which com-
pares with £192,157,793 a year ago. Public deposits
rose £15,489,000, while other deposits declined £23,-
242,003. The latter consists of bankers’ accounts,
which fell off £25,134,820, and other accounts, which
increased £1,892,817. The reserve ratio dropped to
32.559, from 35.859%, a week ago; it was 43.259, last
year. Loans on Government securities decreased
£1,370,000 and those on other securities rose £988,-
199. Of the latter amount, £520,004 was an addi-
tion to discounts and advances and £468,195 to
securities. The discount rate remains unchanged at
29,. Below are the figures with comparisons for
five years:

BANK OF ENGLAND'S COMPARATIVE STATEMENT

Aug. 5

Aug. 1 Aug. 2 Aug. 3
1931

July 31
5 1934 1933 1932

193,

£ £ £ £ £
408,261,000/389,309,715(382,184,173(374,727,992|365,251,566
24,359,000| 11,859,964| 21,517,023| 11,491,339 11,438,012
114,179,990/133,433,683|143,267,249(121,252,018| 96,612,240
75,680,219| 96,506,961| 89,457,395| 84,951,848| 63,436,883
38,499,771| 36,926,722| 53,809,854| 36,300,170| 33,175,357
87,372,044| 81,248,781| 90,020,963| 75,979,220 49,310,906
24,201,389| 19,344,663| 23,557,274| 35,231,342 32,301,752
Disct. & advances_| 10,842 377| 8,868,748/ 11,171,929| 14,314,101| 9,018,855
Securitles 13,359,012| 10,475,915| 12,385,345| 20,917,241 23,282,897
Reserve notes & coin| 45,100,000 62,848,078| 69,337,015 39,671,682| 44,576,189
Coln and bullion- - - |193,361,551(192,157,793|191,521,1881139,399,674|134,827,755
Proportion of reserve
to liabilities 43.25% 42.07% 29.88% 41.25%
Bank rate 2% 2% 2% 4% %

Circulation

Public deposits. . ...

Other deposits
Bankers' accounts.
Other accounts. . -

Gov't securitles

Other securities

32.55%
2%

Bank of France Statement

HE statement for the week ended July 26 shows a

" gain in gold holdings of 100,108,214 francs. The
total of gold is now 71,276,631,639 francs. in com-
parison with 80,252,198,856 francs a year ago and
81,976,107,582 francs two years ago. French com-
mercial bills discounted, bills bought abroad and
creditor current accounts register increases of 221,-
000,000 francs, 28,000,000 francs and 305,000,000
francs, respectively. Notes in circulation record a
contraction of 109,000,000 francs, bringing the total
of notes outstanding down to 81,126,580,795 francs.
Circulation last year aggregated 80,809,413,696
francs and the previous year 82,852,960,270 francs.
The Bank’s ratio stands now at 74.679%,, compared
with 79.569, a year ago. A decrease appears in
credit balances abroad of 1,000,000 francs and in
advances against securities of 57,000,000 francs.
Below we show a comparison of the different items
for three years:

BANK OF FRANCE'S COMPARATIVE STATEMENT

Changes

Jor Week July 26 1935 | July 27 1934 | July 28 1933

Francs Francs Francs Francs
+-100,108,214|71,276,631,639(80,252,198,856(81,976,107,582
—1,000,000; 8,890,981 14,751,171| 2,572,202,265

+221,000,000| 7,300,973,075| 4,248,290,468| 3,461,143,316
28,000,000, 1,230,153,611| 1,140,597,936| 1,403,277,396
—57,000,000| 3,170,704,659| 3,054,060,580| 2,661,344,061
—109,000,000|81,126,580,795(80,809,413,696|82,852,960,270

+305,000,000(14,330,536,416(20,062,474,384|22,018,504,097
Propor'n of gold on.

hand to sizht lab_ —0.05% 74.67% 79.56 % 78.17%

Gold holdings- - ..
Credit bals. abroad.
a French commercial

bills discounted. -
b Bills bought abr'd
Adv. against securs.
Note circulation- - .-
Credit.current accts.

Financial Chronicle

a Includes bills purchased in France. b Includes bllls discounted abroad.
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New York Money Market

HE money market in this center was changed
this week only in the sense that idle funds
piled up to ever greater heights. Indicative is the
record accumulation of member bank reserve de-
posits with the Reserve System, and excess reserves
over requirements of more than $2,500,000,000. In
this situation it would be idle to look for any hard-
ening of the excessively low rates for accommoda-
tion now current. The Treasury sold last Monday
an issue of $50,000,000 discount bills, due in 273 days,
and results did not differ materially from those
noted on previous issues. The awards were made at
an average discount of 0.071%, computed on an
annual bank discount basis. Call loans on the New
York Stock Exchange held to 74% for all transac-
tions, and time loans for maturities up to six months
also were at that level. The comprehensive tabula-
tion of brokers’ loans made by the New York Stock
Exchange reflects a decrease of such loans during
July by $39,654,450, to an aggregate of $768,934,748.

New York Money Rates

EALING in detail with call loan rates on the
Stock Exchange from day to day, 14 of 1%
remained the ruling quotation all through the week
for both new loans and renewals. The market for
time money has shown no change this week, no tran-
sactions having been reported. Rates are 1{9, on all
maturities. The market for prime commercial paper
has been fairly brisk this week. Paper has been in
good supply and the demand has shown considerable
improvement. Rates are 349, for extra choice names
running from four to six months and 19 for names
less known.

Discount Rates of the Federal Reserve Banks

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

Rate in
Effect on
Aug. 2

Federal Reserve Bank T lONs

Rate

2 Feb. 8 193.

1% Feb, 21932 s
Jan. 17 1935
May 11 1935
May 91935
Jan. 14 1935
Jan. 19 1935
Jan. 31935
May 14 1935
May 10 1935
May 81935
Feb. 16 1934

Date
Established

AN
0
BN

BO B0 1O B3 1O 1O B RO = 0D

19 19 19 19 19 19 N0 00 19
RRRRRR RS

San Francisco. ..

Bankers’ Acceptances

THE market for prime bankers’ acceptances has

been steady this week, although there has been
only a moderate supply of bills available. Quotations
of the American Acceptance Council for bills up to
and including 90 days at 3-16% bid and 149, asked;
for four months, }4% bid and 3-169, asked; for five
and six months, 34% bid and 5-16%, asked. The bill
buying rate of the New York Reserve Bank is 149
for bills running from 1 to 90 days, 349, for 91-to
120-day bills, and 1% for 121-to 180-day bills. The
Federal Reserve banks’ holdings of acceptances in-
creased from $4,676,000 to $4,687,000. 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:
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SPOT DELIVERY
—-180 Days— —150 Days— —120 Days—
Bid Asked Btd Asked Bid Asked
Prime eligible bills 3% 56 3% 6 Y 3
—90 Days—  --60 Days— ——30 Days——
Bid Asked Bid Asked Bid Asked
Prime eligible bills 36 1% 3c 1% 36
FOR DELIVERY WITHIN THIRTY DAYS

Eligible member banks. ... ____________________ 36 % bla
Eligible non-member banks 3% % bid

Course of Sterling Exchange

STERLING exchange continues steady. The mar-

ket has turned more active as a consequence of
what appears to be the resolution of the Holland
guilder situation for the time being, at least. The
range for sterling this week has been between $4.9514
and $4.9615 for bankers’ sight bills, compared with
a range of between $4.951% and $4.96%% last week.
The range for cable transfers has been between
$4.95%% and $4.965%, compared with a range of be-
tween $4.953¢ and $4.9634 last week.

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 27 Wednesday, July 31

Monday, July 29 Thursday, Aug.
Tuesday, July 30 Friday,

LONDON OPEN MARKET GOLD PRICE
Saturday, July 27 . 514d. | Wednesday, July 31...140s. 8d.
Monday, July 20_____140s. 7d. Thursday, Aug. 1.__140s.914d.
5d. Friday, Aug. 2_._140s. 10d.

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

$35.00 | Wednesday, July 31.._....835.00
- 35.00 | Thursday, Aug. 1.___.___ 35.00
Friday, Aug.

Saturday, July 27
Monday, July 29
Tuesday, July 30

The return of Premier Hendryk Colijn to power in
the Netherlands, with concomitant improvement in
the guilder sibuation, was followed by a general up-

swing in the gold currencies and a resumption of
foreign exchange trading in London and all other mar-
kets. With improvement in the tone and more
normal trading the British exchange control, accord-
ing to well-informed London opinion, has had less
occasion to intervene for the purpose of holding ster-
ling steady in relation to gold currencies. Therefore
the price of the franc, as represented by the London
check rate on Paris, shows little change from last
week. In fact, for the past three months sterling
has varied less than 19, in terms of gold. The fact
that silver operators are now thoroughly convinced
that the United States Treasury officials will not per-
mit silver in the London market to fall below 30 3-16d.
-30 5-16d. per ounce has had the effect of steadying
the London silver market and to this extent also is
an influence in holding sterling steady, as agents act-
ing for the Treasury Department are not obliged to
make any spectacular moves which might occasion
heavy sales of dollars in the purchase of sterling.

A feature of the foreign exchange market which
reflected the improvement in the gold currencies and
the more confident tone of trading was witnessed in
London on Wednesday upon bear covering of the
guilder following the formation of the Colijn cabinet,
On Saturday last approximately £300,000 of gold
had been transported from Holland by plane and
remained in safe deposit vaults at the airdrome. On
Wednesday these funds were returned to Holland.
At the same time the discount on three-months’
forward guilders narrowed to 15 Dutch cents.

All seasonal factors are now strongly in favor of
firm sterling, and will continue so until well into
September. Meanwhile, tourist demand for sterling
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is at a higher level than at any time in several years.
Counteracting these favorable influences, there has
been a flow of British funds and also of Continental
funds through London to New York security markets,
while a number of American issues ordinarily traded
in in the London markets are more than usually
active.

British domestic and overseas business continues
to show more than ordinary activity. The London
“Financial News” index of industrial shares, based
on 1928 as 100, stood at 98.9 on July 25, compared
with 87.4 three months earlier and with 81.5 a year
ago. The “Bankers’ Magazine’ index of 365 repre-
sentative securities, based on December 1921 as 100,
stood on July 19 at 126.4, as compared with the high
record of 128.5 last January, with 122.5 a year ago,
and with the low record of 98.5 in December 1931.
New capital issues in Great Britain, as compiled
by the Midland Bank, totaled £54,000,000 in July,
the largest for any month since March 1920, when
they amounted to £69,500,000. For the first seven
months of this year new issues approximated £140,-
000,000, against £81,000,000 in the corresponding
period of 1934.

Official London is silent on numerous suggestions
from various quarters advocating stabilization of the
pound with respect to gold. In fact, opinions which
are evidently more or less inspired find expression
in the public prints from time to time, indicating that
London can give no thought to questions of stabiliza-
tion before the approach of next summer. Ap-
proach to a general discussion of stabilization of ex-
changes, some London bankers venture to assert, is
hindered rather than assisted by the present policy
of the gold bloc.

Hoarding of gold by companies and individuals, an
inescapable corollary of instability in currencies, con-
tinues on a large scale in London. Professor Charles
Rist, foremost economist of France and closely asso-
ciated with the Bank of France, in a recent article in
Lloyd’s Bank “Monthly Review” cited figures com-
piled by the Bank for International Settlements,
showing that in the last three years 7,000,000,000
Swiss francs of gold (new dollar parity of the Swiss
franc is 32.67) have gone into hoarding in the strong-
rooms of banks, preferably those of countries least
threatened by the likelihood of government embargo
(meaning London banks primarily). The surplus of
imports of gold over exports of gold in Great Britain
in three years amounts to 6,000,000,000 Swiss franes,
compared with world production of fresh gold in that
period of 7,000,000,000 Swiss francs. The conclu-
sion, he says, is manifest: “The amount of gold
hoarded is nearly equal to the fresh amount extracted
from the mines. From 1890 to 1895 the
quantity of fresh gold mined amounted to only
4,250,000,000 Swiss franes. This sum was sufficient
to bring about a rise in prices from 1895 onwards, and,
sustained by an annual production of 1,300,000,000
Swiss francs, it continued until 1913 Now the an-
nual increase in gold production has reached about
2,300,000,000 Swiss franes. Thus amounts of gold
very much less than those which are mined annually
now sufficed in the past to bring about a recovery in
the price level.”

Money continues in great abundance in the Lon-
don open market and money rates are unchanged
from those quoted for the past month. Two-months’
bills are 9-169%, to 549, three-months’ bills 4%,
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four-months’ bills 949, to 11-169,, and six-months’
bills 13-169, to 74%.

All the gold available in the London market con-
tinues to be taken for unknown destinations, chiefly
for private hoarders. On Saturday last there was so
taken £285,000; on Monday, £264,000; on Tuesday,
£365,000; on Wednesday, £303,000; on Thursday,
£91,000; and on Friday, £202,000.

The gold movement at the Port of New York for
the week ended July 31, as reported by the Federal
Reserve Bank of New York, was as follows:

GOLD MOVEMENT AT NEW YORK, JULY 25-JULY 31, INCLUSIVE

Imports Ezports

$1,750,000 from Colombia
1,414,000 from Canada
28,000 from Tndia
6,000 from Guatemala

None

$3,198,000 total

Net Change in Gold Earmarked for Foreign Account
Increase: $1,406,000

The above figures are for the week ended on
Wednesday. On Thursday $3,029,900 of gold was
received from Holland. There were no exports of
the metal or change in gold held earmarked for for-
eign account. On Friday $1,669,900 of gold was
received from Holland. There were no exports of
the metal or change in gold held earmarked for for-
eign account.

Canadian funds during the week were quoted in
terms of the dollar at a discount ranging between
149, and 3-329%. :

Referring to day-to-day rates, sterling exchange on
Saturday last was steady in nominal trading. Bank-
ers’ sight was $4.9614{@$4.9614; cable transfers,
$4.9634@%$4.9654. On Monday the pound was frac-
tionally easier. The range wsa $4.9534@$4.96}4

for bankers’ sight and $4.96(@$4.963% for cable trans-

fers. On Tuesday sterling was steady. Bankers’
sight was $4.9574@$4.9614; cable transfers, $4.96@
$4.9634. On Wednesday exchange was dull and
fractionally easier. The range was $4.9514@%4.96
for bankers’ sight and $4.9534@$4.961% for cable
transfers. On Thursday sterling was steady. The
range was $4.9516@$4.96 for bankers’ sight bills
and $4.9534{@$4.961% for cable transfers. On Friday
sterling continued steady. The range was $4.9515@
$4.96 for bankers’ sight and $4.9525@$4.961% for
cable transfers. Closing quotations on Friday were
$4.9534 for demand and $4.957% for cable transfers.
Commercial sight bills finished at $4.95%%, sixty-day
bills at $4.943% ninety-day bills at $4.937%, documents
for payment (60 days) at $4.94%%, and seven-day
grain bills at $4.9474. Cotton and grain for pay-
ment closed at $4.95%%.

Continental and Other Foreign Exchange

S THE French franc was materially affected last
week by the cabinet crisis in Holland and the

fall in the guilder, so with improvement in the Dutch
situation the franc likewise recovered. On the whole
the franc shows very little change from last week in
the average of fluctuations. The stability of the
franc is due in part also to the constant vigilance of
the British exchange control in its operations to regu-
late and minimize the fluctuations of sterling in
terms of gold. Thus far the Laval Government’s
radical decrees of July 17, intended to effect rigid
economies, have met with no serious opposition. On
the contrary, the French people are in general assum-
ing the necessary burdens in a spirit of confidence,
and it is thought that an economic revival is certain
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to ensue. It was expected that the Bank of France
would reduce its rediscount rate, which was fixed on
July 18 at 3149, but concern felt as to the guilder
situation is believed to have caused postponement of
the reduction. However, it is believed that a lower
rediscount rate can not be long delayed as an easy
money policy is essential to the success of M. Laval’s
recovery program. Before long decrees are expected
to be issued limiting the interest payable on mortgage
bonds and rendering possible large-scale debt con-
version.

The German mark situation continues increasingly
unsatisfactory. While the Reichsbank’s gold hold-
ings have been increasing during the past few weeks,
the gold backing is so inconsiderable as to be prac-
tically negligible. During the first eight months of
1934 the Reichsbank received Russian gold to the
value of 187,900,000 reichsmarks in settlement of
Soviet trade debts. Then these shipments ceased
(apart from a small amount received in October),
apparently because the active Russian trade balance
provided sufficient reichsmarks for meeting current
payments. It is understood that a balance of ap-
proximately 200,000,000 reichsmarks was still due
by the Soviet Government at the beginning of 1935,
and that an agreement was made in April between the
German and the Soviet governments to the effect
that about one-half of this balance was to be settled
in gold and one-half by shipments of merchandise.
It is probable that the Reichsbank’s gold position will
be further improved on this account in the coming
months. However, the outlook for the mark is be-
coming more dubious. Prices are rising rapidly in
Germany and official statements give no clear indica-
tion of the actual conditions. There is a severe short-
age of food and materials and the quality of consuma-
ble goods is reported to be deteriorating. The peo-
ple are showing symptoms of fear that the mark will
be devalued and that a serious inflation is imminent.
The populace are displaying a preference for metallic
money and merchants are refusing bills of large de-
nomination. The currency and economic align-
ments of Germany are ingenious but inexplicable de-
vices founded upon a basis which it would seem can-
not possibly endure. Only the genius of Dr. Schacht,
head of the Reichsbank and economic administrator
of the State, enables the present machinery to func-
tion. Dr. Schacht issued a warning during the week
that the entire system is in peril unless the National
Socialist policies are modified in important respects.
The so-called free or gold mark bears no relation to
the effective currency arrangements of the Reich.
It is neither a gold mark nor free. German blocked
marks cover every phase of financial and industrial
operations. There is a blocked mark for accounts
arising from the sale of securities in Germany, an-
other for the sale of real estate, a third covers old
credit accounts, while a fourth is for “foreigners’
special account.” A fifth variety, the registered
mark, is set aside for foreigners’ expenses while so-
journing in Germany. Every blocked mark is sub-
ject to a discount of from 25% to 70%,.

Ttalian lira continue to fluctuate rather widely, but
it is believed that the Italian control will be able to
maintain a relatively high lira price, at least as long as
the Italian Government is able to pay out gold on
its import accounts. Only recently British exporters
of coal, steel, engineering and other products have
protested to their Government against the protracted
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delay in Italian payment for British goods. It is
currently understood that British and other exporters
of essential materials to Italy are refusing to make de-
liveries except on a cash basis. This attitude does
not derive from mistrust of their Italian customers,
but from a widespread fear that the lira may be de-
valued before payments can be effected.

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

0Old Dollar
Parity

New Dollar
Parity
6.63
16.95
8.91
32.67
68.06

Range
This Week
6.60%¢ to 6.635¢
16.90 to16.981%
8.18 to 8.21
32.64 to32.78
67.10 to G8.10

France (franc)__ _
Belgium (belga)
Ttaly (lira).._____
Switzerland (franc)
Holland (guilder)

The London check rate on Paris on Friday closed
at $74.79 against $75.08 on Friday of last week. In
New York sight bills on the French center finished on
Friday at 6.6314, against 6.61 on Friday of last
week; cable transfers at 6.6334 against 6.6114; and
commercial sight bills at 6.6034, against 6.583%,
Antwerp belgas closed at 13.91, for bankers’ sight
bills and at 13.92 for cable transfers, against 16.97
and 16.98.  Final quotations for Berlin marks were
40.36 for bankers’ sight bills and 40.37 for cable
transfers, in comparison with 40.31 and 40.32.
Italian lire closed at 8.191% for bankers’sight bills and
at 8.20}4 for cable transfers, against 8.17 and 8.18.
Austrian schillings closed at 19.02, against 18.96;
exchange on Czechoslovakia at 4.1614, against 4.1514;
on Bucharest at 9814 against 1.00, on Poland at
18.99, against 18.92, and on Finland at 2.191%,
against 2.20. Greek exchange closed at 0.9434 for
bankers’ sight bills and at 0.945% for cable transfers,
against 0.921¢ and 0.9234.

—_——

EXCHANGE on the countries neutral during the

war is showing an improved tone as a result of
the settlement of the Dutch crisis. Premier Hen-
dryk Colijn succeeded in forming a satisfactory cabi-
net on Monday and it became known that the Catho-
lic Party had pledged its support to his economy
plans. It is believed that M. Colijn will carry out
his original program of deflation, which caused the
Catholic and Labor elements to withdraw their sup-
port last week. However, the plan for effecting a
saving in the budget of 77,000,000 guilders will be
postponed for discussion until some time in Septem-
ber. The cabinet crisis cost Holland 130,800,000
guilders, about one-fifth of the gold stock of the
Netherlands Bank, the largest amount ever with-
drawn in a single week. According to the weekly
statement of the Netherlands Bank, the gold stock
now amounts to 557,600,000 guilders and the gold
coverage is 63.89, compared with 77.19%, a week
earlier. Guilders continue to fluctuate rather widely
this week, but on the whole the undertone is suffi-
ciently firm to indicate a rather general return of
confidence. The Netherlands Bank rate has been
at 6% since July 26, but it is confidently expected
that an important reduction will be made in the com-
ing week. Swiss francs show an improved tone in
consequence of the changed guilder position. The
Scandinavian units move as always with sterling
exchange.

Bankers’ sight on Amsterdam finished on Friday
at 67.86 against 67.36 on Friday of last week; cable
transfers 67.87 against 67.37, and commercial sight
bills at 67.84, against 67.34. Swiss francs closed at
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32.78 for checks and at 32.79 for cable transfers,
against 32.65 and 32.66. Copenhagen checks finished
at 22.14 and cable transfers at 22.15, against 22.18
and 22.19. Checks on Sweden closed at 25.57 and
cable transfers at 25.58, against 25.61 and 25.62:
while checks on Norway finished at 24.92 and cable
transfers at 24.93, against 24.96 and 24.97. Spanish
pesetas closed at 13.74 for bankers’ sight bills and at
13.75 for cable transfers, against 13.70 and 13.71.
e
XCHANGE on the South American countries
shows no new trends. The Argentine paper
peso is firm, moving in close sympathy with sterling
exchange. The market for South American ex-
change is decidedly limited in New York, as British
agreements have diverted the greater part of South
American exchange in favor of London. The Brazil-
lan milrei is more decidedly restricted, owing to the
stringency of exchange control enforcement. Recent
dispatches from Santiago, Chile, state that the pub-
lication of preliminary budget figures has moved the
Chilean press to urge the Government to keep down
expenses at any sacrifice and to balance the budget
and avoid further taxation. The internal debt of
Chile has increased from less than $500,000,000 in
1934 to $700,000,000. Marked weakness in the
quotations for internal bonds is cited as evidence that
Government expenditures on public works and other
development programs have been considerably in
excess of the legitimate national surplus. Despite
the favorable turn of negotiations in Europe for at
least reduced payments on the foreign debt, Chileans
are becoming reconciled to the realization that the
country will have to rely for a long time on domestic
efforts to raise the capital required for minimum
development needs.

Argentine paper pesos closed on Friday, official
quotations, at 33 for bankers’ sight bills, against 33
on Friday of last week; cable transfers at 3314,
against 3314. The unofficial or free market close
was 26.70@26.90, against 26.75. Brazilian milreis,
official rates, are 8.20 for bankers’ sight and 814 for
cable transfers, against 8.20 and 814. The unofficial
or free market close was 534, against 5%4. Chilean
exchange was nominally quoted on the new basis at
9.19 against 5.20. Peru is nominal at 23.86, against
23.86.

e
XCHANGE on the Far Eastern countries is de-
void of new features of interest. The Japanese
yen as a matter of fixed policy of the Bank of Japan
moves in close sympathy with sterling exchange.
The Indian rupee moves strictly with sterling, to
which it is legally attached. The Chinese units have
been somewhat steadier during the past few weeks,
owing to the steadier price of silver in the London
market.

Closing quotations for yen checks yesterday were
29.25 against 29.26 on Friday of last week. Hong
Kong closed at 5214 @52 11-16, against 5254@53 1-16
Shanghai at 3734@37 7-16, against 3834@3834;
Manila at 49.80, against 49.85; Singapore at 57.95,
against 57.90; Bombay at 37.47, against 37.50; and
Calcuta at 37.47, against 37.50.

Foreign Exchange Rates
PURSUANT 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
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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 1022
JULY 27 1935 TO AUG. 2 1935, INCLUSIVE

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

Aug. 1

Country and Monetary
Unit

July 27 ¢ July 29 | July 30 | July 31 Aug. 2

s
.189300*
.169020
.013450*

$
.189066*
168915
.013450%
.041546

$
.189233*
169146
013450
041564
221341
4.957500
.021870
066251
403957
.009441
680357
.297075%
082041
.249091

$
.188933*
169234
.013125*
.041485
221404
960416
.021870
066128
403153
.009410
677653
.296575%
.081851
.249191
.189200
.045110
.009980
136996
255708
.326892
.022950

$
.189000*
169315
.013075*
.041500
221416
4.960000
.021860
066125
.403333
.009405
677339
.296750*
.081876
240227
189300
045090
.009990
.137010
.255690
326726
.022912

urope—
Austria, schilling____
Belgium, belga
Bulgaria, lev A
Czechoslovakia, krone| .
Denmark, krone. ~
England, pound sterl'g/4.96:
Finland, markka.
France, franc. A
Germany, reichsmark| .

$
.188933%

.221286
4.957583
.021850
066215
403350
.009429
677550 | 678328
.297075% .2¢

1255952
1326360
1022906

1327196

Switzerland, franc...
022937

Yugoslavia, dinar_ ...
Asia—

China—
Chefoo (yuan) dol'r| .
Hankow (yuan) dol'r| .
Shanghal(yuan) dol.| .
Tientsin(yuan) dol's| .382¢
Hongkong, dollar..| .5

Indla, rupee o
Japan, yen ,292150 | .292155 | .292275 | .292255
.575937 | .575000 | .575937 | .576250

Singapore (S. 8.) dol'r

Australasia—

Australia, pound 3.038125+(3.034375% 3.034687*(3.932812*3.933125%3.930937*

NeAW‘ ?ealand. pound.(3.961875*3.958125*3.958750%3.955937* 3.956875*3.954375*%
rica—

South Africa, pound..i4.911500* 4‘908000‘14.008500" 4.006250*4.906500%4 905000*

North America—

998671 | .998750 | 998750 | 998671 | 998750 998723
1999200 | .999200 | .999200 | .999200 | .999200
277550 | .277550 | .277550 | .277550 | .27755")
006125 | 096125 | 996125 | .996187 | 996187

.330550%| .330525% .330400%| .330425% 330375*
1083078% .083078*| .083127%| .083127% .083133%
.050950*| .050950* .050950% .050950% .050950*
'803475* .803475% .803475%| .803475% .804000*| .801000*
Colombla, peso...... '526300* .530600%] .533400* .530600% .526400% .524900*

* Nominal rates; firm rates not available.

1022075

.377500 | .376250
377916
377187
377916

. .522812
374015

371666
.372083
371041
372083
519375
374050

372500
372916
372083
372916
520312 .
374220 373890
292215

.576250 | .576250

.096125

.330700*
.083083*%
.050950*

Gold Bullion in European Banks
THE following table indicates the amount of gold

bullion (converted into pounds sterling at par
of exchange) in the principal European banks as of
Aug. 1 1935, together with comparions as of the
corresponding dates in the previous four years:

Banks of— 1935 1934 1933 1932 1931

£
134,827,755
467,259,916
64,082,300

£

139,399,674
657,340,121
35,957,350
90,237,000
61,256,000
84,206,000
74,244,000
89,156,000
11,445,000
7,440,000
7,911,000

£

191,521,188
655,808,860
11,365,650
90,386,000
73,184,000
63,615,000
76,757,000
61,461,000
12,636,000
7,397,000
6,569,000

£
192,157,793
642,017,591
2,847,900
90,546,000
69,960,000
71,815,000
75,000,000
61,409,000
15,335,000

£

193,361,551
650,213,053
7,390,800
90,775,000
60,450,000
57,372,000
101,814,000
45,266,000
19,794,000

England. . -
France a_--
Germany b

Neth'lands-
Nat. Belg--
Switz'land -
Sweden._ - -~
Denmark - - 7,394,000 7,397,000
Norway --- 6,602,000 6,577,000

Total week_|1,240,432,404|1,235,062,284/1,250,700,698 1,258,592,145| 968,275,971
Prev. week_ |1.156.093.030/1.233,961,55411,244,974,86211,256,482,052 953,395,982

a There are the gold hoidings 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 ot which the present year Is £1,508.800.

/ Planned Economy and American
Foreign Trade

The idea of a planned economy as a factor in Amer-
ican tariff policy, set forth particularly in Secretary
Wallace’s well-known pamphlet “America Must
Choose,” has just been subjected to a searching
analysis by Professor Alonzo E. Taylor, director of
the Food Research Institute at Stanford University
and formerly a member of the War Trade Board, in
a book entitled “The New Deal and Foreign Trade.” *
Secretary Wallace, it will be remembered, saw three
ways in which the depressed state of American agri-
culture might be dealt with. The first was the adop-
tion of a nationalist policy under which production
of staple crops would be limited to the quantities
which the country could consume. The second was
an internationalist policy of virtually free trade, the

30,504,000
13,214,000
9,546,000
8,131,000

* New York: The Macmillan Co. $3.
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exports of agricultural products and the imports of
manufactured goods being both increased without
any reduction in the crop acreage. The third, which
he called a “planned middle course,” contemplated
the extension of planning to agriculture, industry
and foreign trade, with a reduction of acreage and
crop production of about one-half the amount which
the nationalist policy would call for, and a corre-
sponding increase in the imports of manufactured
goods.

Professor Taylor points out that while Secretary
Wallace is “the first official of Cabinet rank” to
propose a change from a favorable to an unfavorable
balance of merchandise trade, there is reason to sus-
pect that the Cabinet is not a unit regarding foreign
trade policy. Both personality and tradition con-
tribute to the rift. Secretary Wallace and Secretary
Hull are alike “impersonal, austere, and ethically
minded,” but the former has “the crusader’s spirit”
while the latter has ‘“an outstanding capacity for
poise and self-restraint under stress,” and although
they may ‘“think alike on long-term international
policies,” it is doubtful if they have “the same ideas
on the technique of international relations.” The
Department of State, moreover, has the advantage of
“being in the traditional and continuing position of
confidence of foreign countries,” it is the agency
through which treaties are drafted, and in the nego-
tiation of bilateral trade agreements its views, rather
than those of the Department of Agriculture, are
likely to prevail.

The Wallace “planned middle course,” Professor
Taylor notes in summarizing the results of an elabo-
rate and detailed scrutiny, has as its main objectives
the removal of 25,000,000 acres from cultivation, and
the increase of half a billion dollars in agricultural
exports and twice that amount in non-agricultural
imports above the level that would otherwise be
found. In order to do this, bilateral trade agreements
are to be made with a large number of countries.
Taking 37 of the more than 50 important trading
countries of the world as an illustration, Professor
Taylor points out that not only is the United States,
if the scheme is carried through, expected to con-
clude 36 bilateral treaties, each of which will tend
to increase the present unfavorable balance of mer-
chandise trade, but that each of these 36 treaties
“ought to be co-ordinated with the other 35, express-
ing a consistent policy of stimulation of certain agri-
cultural exports and repression of export of certain
manufactures from the United States, with increase
mainly of non-agricultural imports into this country
from the 36 foreign countries.”

Of these 37 countries, however, Professor Taylor
reminds us, only six are “net-creditor” countries,
and bilateral trade agreements, therefore, cannot
follow the same “strategy” with them ag with the
countries in the “net debtor” class. The United
States, on its part, “is unique in being at once a
heavy actual and potential exporter of agricultural
products, industrial raw materials, and semi-finished
and finished manufactures all the way from indus-
trial equipment to final consumers’ goods,” and its
position, accordingly, is anomalous in that, although
a net-creditor country, it has “a strong urge towards
active export which is inherent in our resources,
technical equipment and natural genius.” Further,
five of the 37 countries are nominally on the gold
standard, a number belong to the sterling bloe, and
the rest have various inconvertible currency stand-
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ards. The currency problem, as everyone knows, has
been mainly responsible for the present tariff situa-
tion, and until currency adjustments are made which
will permit re-adjustments of the price levels, “no
defensive tariff walls,” Professor Taylor declares,
“will be lowered.”

In the case of industrial countries, most of them
in Europe, which have been heavy importers of
American agricultural products, the “planned middle
course” would require not only a contraction of their
own agriculture and a continuance of imports from
the United States, but, reciprocally, a contraction of
American manufactures and a corresponding in-
crease in the importation of manufactured goods,
“which possibly implies enlargement of their manu-
facturing plants or establishment of new ones.” To
effect this reciprocity would probably require, Pro-
fessor Taylor thinks, reciprocal quota agreements in
addition to any bilateral lowering of tariffs. On the
other hand, in the case of countries which, like Can-
ada and Australia, are large exporters of agricul-
tural surpluses, agreements would have to provide
for a division of export markets and all countries
would have to be included, “since obviously one
wheat exporter not under treaty could make the
wheat agreements of others inoperable.”

If, again, as Professor Taylor thinks is “presum-
ably implied,” each of the 37 countries which he
takes as an illustration is prepared or compelled to
conclude bilateral treaties with each of the others,
we should have about 600 such treaties—a task of
“appalling” technical difficulty for whose consum-
mation we should probably have to wait until the
time when the world “has passed through this de-
pression, gone through another boom, and landed
in another depression.” There would be many spe-
cial and intricate problems, enforcement of treaties
would be impossible “in the absence of concordant or
adaptable monetary policies, stable national curren-
cies, balanced budgets and foreseeable foreign ex-
change rates,” and some provision would have to
be made for “appeal, adjudication and enforcement”
since the treaties would not automatically execute
themselves.

In a striking passage, Professor Taylor points out
the assumptions which inhere in this implied attempt
to extend the New Deal into the field of international
trade. The bilateral treaties, he observes, are to be
so formulated “as to contribute in the United States
to a better balance between city and country and a
more equitable distribution of the national income.”
By implication, a similar re-adjustment should be
sought in the economic organization of foreign coun-
tries. “Implied, therefore, is a bilateral regimenta-
tion of industry and agriculture. This will be a new
form of missionary activity. In the past, trade fol-
lowed the missionaries; here the missionaries follow
trade.” The criticism would apply to either of the
three possible policies which Secretary Wallace dis-
cussed, but it is Professor Taylor’s opinion that
“negotiations towards a workable international mon-
etary exchange policy would be less difficult, because
less eccentric, in the case of economie nationalism
than in the case of economic internationalism.”

Commenting finally upon the inherent limitations
of planning, Professor Taylor declares that “in the
absence of experience and precedent, it is gratuitous
to expect social planners in any country to possess
the technical skill necessary to carry through ex-
peditious and efficient bilateral trade negotiations.”
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Factual data are lacking, and political influence
would certainly enter “in support of vested interests
or in opposition to new developments.” The notion
of the New Dealers that the Sermon on the Mount
can before long be substituted for the law of the
jungle fails to take account, Professor Taylor re-
minds us, of the time element in social change, the
wide differences in the levels of social and technical
intelligence, laws and customs, race and color, and
the comparative development of industry, trade and
banking in different countries. There is no evidence,
he declares, that the United States possesses “the
discipline to carry through the plan. A majority in
Congress is not an evidence of national discipline.
. . . The discipline that comes of coercion does not
extend into details as does the discipline that comes
of conviction.” It is Professor Taylor’s prediction
that the “planned middle course” which Secretary
Wallace has advocated “will turn out to be imprac-
ticable,” that “the baton will pass to the hand of
the Secretary of State,” and that “the world will
turn from planned and managed foreign trade to
simple rules, lower tariffs and most-favored-nation
treatment.”

These are weighty criticisms. They are not lim-
ited, however, to the field of foreign trade. The prin-
ciples which underlie them apply, with few excep-
tions, to the whole policy of the New Deal. Osten-
sibly with the object of overcoming the depression
and getting rid of some obvious evils and defects, the
whole country has been subjected to coercion through
hastily formulated statutes and a bewildering mass
of Executive orders and decrees, all on the theory
that people can be made “good” by authority and
that a “planned economy” can be set up at short
notice by the application of force. Even if the
planned society which was contemplated was desir-
able in itself, which it conspicuously is not, scarcely
any of the persons to whom the great reformation
has been entrusted had any known qualifications for
the task, and the data for reform were lacking. The
results are the administrative and legislative chaos
in which the country finds itself more than two years
after the great experiment began, and a deliberate
attack upon the Constitution as an obstacle to Fed-
eral dictatorship. Professor Taylor has done yeoman
service in exposing the fallacies of the program as
applied to foreign trade, but his criticisms reach
also the fundamental objectives of the New Deal as
a whole.

The Industrial Debenture with Stock
Participation Privileges—Character-
istics and Features

[By Ruporpu L. WEISSMAN]

The revival of industrial financing, although it is
still in its early stage, already gives evidence of the
continued popularity of the debenture obligation
with stock participation privileges, i.e., bonds which
are either convertible or which have warrants giving
the holder thereof the right to purchase the stock
of the obligor corporation. Since it is widely held
that inflation, or some form of credit expansion is
inevitable, this type of security promises to become
doubly interesting.

In Great Britain all written instruments issued
under seal and evidencing the indebtedness of a
corporation are known as debentures. In the United
States the term is confined to obligations which are
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not secured by lien or by the pledge of collateral.
Although there are a number of railroad, electric
power and light and gas debentures, this type of
obligation is more familiar in industrial financing.
Its greater use by industrial corporations is prob-
ably attributable to the lesser importance attached
to the fixed assets of an industrial corporation.

A sound industrial debenture with a stock par-
ticipating feature comes close to being the ideal
security in a period of business expansion, provided,
of course, that the purchaser does not pay a dispro-
portionate price, and the security meets the ordi-
nary tests.

However, there are certain characteristics pecul-
iar to the industrial debenture and other character-
istics arising from the stock participation privilege.
It is the purpose of this article to discuss the par-
ticular points into which inquiry should be made by
the investor. The basis of this article is a study
which the writer made of 54 representative indus-
trial debentures with stock participation privileges,
issued between 1926 and 1930. In size, these issues
varied from around $600,000 to $100,000,000. The
total aggregate sum was $601,000,000, or an average
of about $11,000,000. It is interesting to observe
that these bonds were distributed as follows with
regard to the industries represented:

27 manufacturing-general

14 oil

10 miscellaneous (retail, service, &c.)
3 mining

With regard to maturity, the issues examined were
distributed as follows:
1 to

10 “
15 “

5 years
PP

It will be observed that almost 80% of the issues
had maturities of between 10 and 15 years. The
practice has been to avoid issuing obligations having
maturities of from 25 years or more, although this
is a common practice for public utility and railroad
issues. On the other hand, few issues with stock
participation privileges were offered which matured
in less than five years, a class which has been con-
fined mainly to simple unsecured notes.

Of the issues examined, 45 were convertible and
the remainder had warrants. The convertible type
has been more popular with both the investor and
investment banking firm. Exercise of the conver-
sion feature serves to extinguish the corporate debt,
but the obligation survives the exercise of the stock
purchase warrant. Furthermore, the warrant is
usnally confined to the right to buy a limited num-
ber of shares, usually 10 to 25 shares, for each $1,000
principal amount of bonds, which limits the specu-
lative value of the warrant. One-half the issues
examined had graduated prices at which the conver-
sion or warrant feature might be exercised, the price
changing generally for each three- to five-year period
prior to maturity.

Essentially, the debenture is nothing more than a
long-term promissory note. On default, the holder
does not have the right to foreclose, nor is protec-
tion afforded by the pledge of specific property.
The contract provisions in the trust indenture are
an attempt to provide protection against the obvious
dangers in holding a long-term unsecured promis-
sory note. The trust indenture must be drawn so
that the directors and management are not hampered
in the course of management, and yet a balance
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must be preserved between the interest of the stock-
holders and the protection of the creditors.

The provisions in the trust indentures relate
principally to the following:

1. Issuance of prior lien obligations and/or issuance of
additional debentures.

2. Maintenance of a sound net current asset position.

3. Payment of dividends.

4. Protection against the dilution of the stock participa-
tion privilege.

Of the 54 issues examined it was found that in 10
instances prior lien obligations could not he issued
under any circumstances; in 24 instances the issu-
ance of prior lien obligations was permitted if the
debenture bonds were to be equally secured, and in
eight instances the consent of 50% or more of the
principal amount of debentures outstanding was
necessary, regardless of whether the debenture bonds
were to be equally secured with the prior lien obliga-
tions. The remainder had no provisions whatsoever
with regard to the issuance of prior lien obligations.

The danger of such omission is clear, since
the position of the debenture obligations may be
jeopardized through the issuance of mortgage obliga-
tions specifically secured by a lien on the corpora-
tion’s plants and properties. In a number of cases
debenture bonds have been redeemed and mortgage
bonds bearing lower interest rates have been sold.
There is usually an exception in regard to the
issuance of prior liens which applies to mortgages,
pledges or liens to secure loans made in the usual
course of business, maturing in less than one year.
A second exception is usually provided permitting
the corporation to acquire property and issue, as
part of the purchase price, purchase money mort-
gages not exceeding a part (generally 66 2/39%) of
the purchase price.

Of the 54 issues under consideration the great
majority provided that the obligor corporation must
maintain a prescribed balance sheet position, with
the intention of maintaining the safety of the deben-
ture bonds through the maintenance of net assets
at a certain ratio (usually 1.25 to 1) of the principal
amount of outstanding debentures, or maintenance
of net current assets, or working capital, at a cer-
tain ratio to the debentures outstanding, or the
maintenance of a prescribed ratio of current assets
to current liabilities, ranging generally from 2 to 1,
to 4 to 1.

These requirements are reasonable in that the
debenture obligations are entitled to share only
equally with other creditors in the event of default.
Short-term creditors thus may have an advantage.
Other provisions sometimes associated with the
above relate to the payment of dividends while the
debenture bonds are outstanding.

Twenty-seven, or exactly one-half of the inden-
tures examined, contained limitations on the pay-
ment of dividends. More than two-thirds of the
limitations are based on requirements concerning
the current asset position. It was generally pro-
vided that current assets, after the payment of divi-
dends, must be maintained either at a certain ratio
to current debt, or that the net current assets must
equal a fixed proportion of the bonds outstanding;
a few provided that the net current assets must be
maintained at a fixed sum. Other limitations relate
to the earnings in the year or 18 months preceding
the payment of the dividend. Representative pro-
visions were that net income, after deductions were
made for all operating expenses, depreciation, deple-
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tion and taxes, must be from 1% to 3 times total
interest charges for the period before dividend pay-
ments might be made. In one instance, that of an
oil company wholly engaged in production, the corpo-
ration was required to apply to the redemption and
retirement of the bonds an amount equal to each
dividend disbursement. It is quite proper to cir-
cumscribe the payment of dividends with restric-
tions; otherwise, common dividends may be paid
with a resulting impairment of the net working capi-
tal position. This might have serious consequences
in the event of the early maturity of a debenture
issue during a time of financial distress following
several years of poor earnings.

In the majority of instances provision was made
for sinking funds, which are particularly important
in the case of mining and producing oil enterprises.
Aside from small corporations of this type, in which
the sinking fund should be related to production
(such as T.5c. per ton for coal), it seems that the
use of a stated part of earnings is preferable to a
fixed annual sum. If it is assumed that the debt
should be reduced, it is sound business policy and
fair to both creditors and owners of the equity that
retirement rise and fall in proportion to changes in
earnings. A fixed sinking fund may embarrass a
corporation during a period of financial strain,
whereas the debenture holders may not be perma-
nently benefited by large earnings unless the prin-
cipal amount is reduced.

The indenture usually sets forth the accounting
methods to be used in determining earnings, &c. In
connection with provisions relating to current assets,
it is easy to understand that inventory should be
carried at cost or market, whichever is lower. At
the same time, care must be exercised in order not
to hamper unnecessarily the operations of a business
in which raw materials fluctuate rapidly. The in-
denture of a wearing apparel company, which car-
ried a relatively large raw silk inventory, provided
that the directors have discretion in the way that
raw silk was carried in the balance sheet.

An omission in the indentures which is open to
criticism is the absence of protection against the
subsequent issuance of securities with a more attrac-
tive stock participation feature than is possessed by
the debentures outstanding. Theoretically, a corpo-
ration whose debentures are convertible into stock
at $25 per share, later might issue a preferred stock
which would be convertible at $20 a share. Another
omission to be guarded against is the absence. of
restrictions against the use of current funds to buy
preferred or common stock with cash resources while
the debentures are outstanding. It seems reason-
able to expect liquid assets to be applied first to the
reduction of the debentures outstanding. The earn-
ings and working capital position of most industrial
corporations vary widely. Since the holders of de-
bentures have no voice in the management, con-
flicting interests should be reserved in their favor.
In this connection it is suggested that thought might
well be given to the formulation of definite plans
whereby the holders of debentures would be repre-
sented on the Board, the number to be in proportion
to the relation of the debt of the corporation to its
net worth, or that the representation increase as
the number-of-interest-times-ratio decreases, and vice
versa.

In the final analysis, the provisions in the inden-
ture of trust, no matter how skilfully drawn, cannot
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furnish an adequate substitute for earnings. Hence,
following an examination of the indenture pro-
visions along the lines above suggested, the ultimate
appraisal of the value of an industrial indenture
must rest principally on earnings.

BOOK REVIEWS
The Security Markets

Findings and Recommendations of a Special Staff of the
Twentieth Century Fund. 865 pages. New York: Twen-
tieth Century Fund, Inc. $5.00.

This volume contains the full text of the findings of the
Twentieth Century Funa’s survey of the security markets,
the program of which, together with a brief summary of the
findings, ‘was published in 1934 under the title of “Stock
Market Control.” Since the latter book appeared the
Securities Exchange Act has been passed, with the result of
correcting many of the defects which had been pointed out,
and a summary of the changes which have occurred since
the passage of theJAct is presented in Chapter XVIII, but the
findings of the survey are nevertheless published as they
were originally made, partly as a basis for appraising the
conditions with which the Act undertook to deal, and partly
“because the functions of the markets and the majority -*
trading practices remain unchanged.”

Some thirty economists have co-operated in the prepara-
tion of the volume, and the survey fairly sweeps the field.
Its scope may be gathered from the titles or subjects of the
principal chapters: the stock exchange in economic theory
and the functions of an ideal system of exchanges; ownership
of securities in the United States; security exchanges ana
the supply of capital and the relation of security markets to
banking and credit; the effects of security markets on in-
stitutional investors such as endowed institutions, insurance
companies and savings banks, and the relation of security
markets to general business conditions and corporate financial
policy; the relation of security prices to asset values, divi-
dends and earnings; the position of the stockholder in cor-
porate organization and mansgement, and the relation
between security and commodity markets.

Under the head of organization and operation of security
markets the book deseribes the stock exchanges of the United
States, London, Paris, Berlin, Amsterdam and a number of
other foreign countries, and sets down minutely the condi-
tions or operations in this country of margin buying, brokers’
loans, short selling, the work of the specialists, and market
manipulation. The chapter on the latter topie, the joint
work of Frederick W. Jones and Arthur D. Lowe, contains
an interesting account of the spectacular pool of March 1929,
in the “new’ common stock of the Radio Corporation of
America. Later chapters deal with corporate accounting
and reporting, the sources of financial information and advice
available to investors, the various recommendations offered
by the special staff, and the Securities Exchange Act of
1934. There are 35 appendices of supplementary matter in
addition to 84 tables and 27 charts in the text, and an
elaborate bibliography for each of the chapters.

The recommendations with which the survey closes repre-
sent, in general, the conclusions of the special staff but not
necessarily the opinions of each individual member, and one
of the collaborators, George Soule, while not disapproving
the recommendations, has preferred to dissociate himself
entirely from their formulation. Many of the recommenda-
tions are substantially in accord with provisions of law en-
acted since the recommendations were drawn up and first
published, and these need not be recapitulated. Other
recommendations include Federal incorporation of all corpo-
rations, except those below “‘a certain size'’ as “determined
on the basis of total capitalization or number of stock-
holders,” engaged in inter-State business, as a means of
correcting the serious abuses incident to the existence of
49 separate systems of corporate law,” and, in the case of
corporations doing exclusively an intra-State business, among
which utilities form an important group, the enactment of
State laws providing in general for the same minimum
standards for corporations in intra-State business as for those
whose business is inter-State. Saturday transactions,whether
on exchanges or over the counter, would be prohibited in the
interest of the five-day week and “in harmony with the
principles of reconstruction under the ‘New Deal.” ”’

The writers would also prohibit ‘“‘short sales of unusual size
in individual issues within the limits of a single trading
session” as per se ‘‘transactions upsetting market equilib-
rium,” and would materially restrict the sphere of specialists.
Under the head of pools and their use of news and propaganda
to attract public interest, it is suggested that ‘‘the reputable
newspapers can do much toward raising the standards of
financial reporting and the standards of their financial re-
porters,” the implication being that the standards are now
low, and the States are urged to ‘“‘show a greater zeal than
they have in some instances in uncovering and prosecuting
fraudulent practices on the part of purveyors of news.” It
is further recommended that “no individual should be per-
mitted by the several States to practice as an investment
counsel without a degree of Certified Investment Counsel
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and a license to be awarded after proper examination by
suitable State authorities.”

The value of the material and accompanying criticism
which the book offers is so great as to occasion surprise that
the text was not revised throughout to take account of the
provisions of the Securities Exchange Act. As the Act was
approved in June 1934, the time required for revision would
seem to have been ample.

The Course of the Bond Market

Fluctuations in bond prices have held within a very
narrow range this week, with underlying strength among
railroad issues. United States Governments have shown
no movement whatever. The latest offering of 2% % Treas-
ury bonds was sold at a substantial premium, to yield, on the
average, about 2.789% to the successful bidders. Bank re-
serves in the Federal Reserve System were reported as
$5,100,000,000 this week, a new high.

High-grade railroad bonds eased fractionally. Atchison
gen. 4s, 1995, lost 36 to close at 109% ; Union Pacific L. G.
4s, 1947, declined 4 to 111%, and Chicago Union Station 4s,
1963, at 109 were down %. Second grades have been very
strong. Brie 5s, 1967, advanced 3 points. to 66% ; Balti-
more & Ohio 41%s, 1960, closed at 56, up 2%, and N. Y.
Central ref. s, 2013, closed at 717%, up 37% for the week.

Slight irregularity has been seen in high-grade utility
bonds, other utility groups being generally firm and active.

Financial Chronicle

Aug. 3 1935

Public Service Electric & was 4%s, 1970 and 4%s, 1967;
(Cincinnati Gas & Electric 4s, 1968, and Virginia Electric &
Power 5s, 1955, fell to or near their call prices on the expec-
tation of refunding. Public Service Hlectric & Gas 4%s
were actually called, funds being raised largely through the
private sale of 3%s to institutions at 100. The only other
financing in the utility field was $15,000,000 Southern Cali-
fornia Gas 4s, at 101%.

Some of the more speculative industrials showed consid-
erable firmness, but many of the standard issues stood still.
Certain-teed Products 5l%s, 1948, rose 2 points to 84. The
motor issues have been strong, with Studebaker 6s, 1945,
at 47 up 3, and Murray Corporation 6%s, 1942, 11 points
higher at 137. While the Paramount Publix ctfs. 5%s, 1950,
added 54 points to their recent gains, closing at 10334, the
Warner Brothers Pictures 6s, 1939, climbed 5 points to 79.
A conflicting movement noted has been a 3%:-point rise in
the Bush Terminal cons. 5s, 1955, to 443 at a time when
the New York Dock 5s, 1938, dropped 1'% points to 52.

The entire foreign bond market has been subject to
pressure, with fractional declines in almost every group.
Italian and German issues have been among those which
lost the most ground. Scandinavian issues have been steady,
and Japanese Government bonds rose slightly.

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)

U. 8.

Gont.

Bonds
-

120 Domestic Corporate*
by Ratings

120 Domestic
Corporate* by Groups

P, U.

96.23 |105.54
96.70 5.72
96.85 72
96.54
96.39
96.08

Aaa Aa RR. Indus.
108.94
108.57
108.57
108.57

-1109.06
109.05
109.05
-1109.04
-1109.08
-1109.06
109.05
109.04
169.06
109.05
109.15
109.20

118.66
118.66
118.66
118.86
118.86
119.07
119.07
119.07

110.42
110.42
110.23
110.23
110.23
110.42
110.42
110.42
110.42
110.42

325
Apr. 26..

1222

105.20
98.09

95.93
88.90

105.95
103.10

120 Domestic
Corporate by Groups

120 Domestic Corporate
1935 by Ratings
Daily

Averages Aa A

Baa Indus.

o

4.23
4.25

Aug. 2.
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5.31 4.30 6.64 5.27 5.78 4.87 9.01

" % These prices are com uted (ro.u average yields on the basis ot one “‘|deal” bond (43 % coupon, maturing in 31 years) and do not purport to show either the average
level or the average move nent of actual price quotations. They merely serve to illustrate in a more comprehensive way the relative levels and the relative movement ot

yleld averages, the latter being the truer picture of the bond market.
*# Actual average price of 8 long-term Treasury issues.

For Moody's index of bond prices by months back to 1928, see the issue of Feb. 6 1932, page 907,
+ The latest complete 1ist of bonds used In computing these indexes was published In the issue of May 18 1935.

page 3291. tt Average of 30 foreign bonds but adjusted to a comparable basis with previous averages of 40 foreign bonds.

Indications of Business Activity

THE STATE OF TRADE—COMMERCIAL EPITOME
Friday Night, Aug. 2 1935.

There was a further expansion in general business during
the week. Coal output, steel operations, electric output and
petroleum refinery activity all increased last week. Electric
output was the largest since 1930, and steel operations in-
creased for the fourth successive week, reaching 449% of
capacity as compared with 42.29, in the previous week and
96.1% in the same week last year. Tin plate operations

were slightly under 90% of capacity. There was a better
demand for steel, especially from miscellaneous sources.
Engineering construction awards were larger. According
to the National City Bank, profits for the first half of the
yvear of 260 industries show a rise of 17.9% over the first
half of 1934. Retail and wholesale business continued to
surge ahead. Retailers’ stocks of summer goods are now
down to the vanishing point, owing to increased sales as a
result of abnormally hot weather of late. Grain markets
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were a little more active and higher, on buying influenced
by alarming rust damage reports and the strength of outside
markets. Crop estimates were less bullish than expected
to-day and stimulated some selling and a setback., Cotton
was in small demand and lower. There is no disposition
to trade aggressively on either side of the market until
something definite is announced from Washington in con-
nection with the Government’s policy on the loan. Private
crop estimates were bearish. Commodity markets showed
mixed trends in very light trading. Gains for the week were
registered by silk and rubber, while coffee, sugar, cocoa-and
hides were lower. Copper, tin, lead and zinc were quiet but
steady. Rampaging swollen rivers of southern Ohio were
slowly subsiding on the 29th ult., while relief organizations
swung into action to alleviate suffering among hundreds of
families left homeless by the worst flood since 1913. It
caused property damage amounting to more than $1,000,000
and the death of one person. New Yorkers received very
little relief from the very uncomfortable and oppressive heat.
A heavy storm lashed over Long Island on' the 1st inst.,
causing the lives of at least two persons and considerable
property damage, and sent small craft in Great South Bay
and Long Island Sound scurrying for cover. To-day it was
fair and warm here, with temperatures ranging from 71 to
8§ degrees. The forecast was for probably showers to-night
and Saturday; somewhat cooler to-night; Sunday probably
showers and cooler. Overnight at Boston it was 70 to 88
degrees; Baltimore, 78 to 96; Pittsburgh, 68 to 90; Portland,
Me., 66 to 90; Chicago, 74 to 94 ; Cincinnati. 80 to 86; Cleve-
land, 72 to 92; Detroit, 72 to 96; Charleston, 78 to 90; Mil-
waukee, 68 to 88; Dallas, 76 to 96; Savannah, 74 to 94;
Kansas City, 80 to 102; Springfield, Mo., 74 to 96; Oklahoma
City, 74 to 98; Denver, 64 to 92; Salt Lake City, 46 to 82;
Seattle, 54 to 64; Montreal, 56 to 84, and Winnipeg, 60 to 72.

—_—

Selected Income and Balance Sheet Items of Class I
Steam Railways for May

The Bureau of Statistics of the Interstate Commerce
Commission has issued a statement showing the aggregate
totals of selected income and balance sheet items of Class I
steam railways in the United States for the month of May.

These figures are subject to revision and were compiled
from 143 reports representing 149 steam railways. The
present statement excludes returns for Class I switching and
terminal companies. The report in full is as follows:

TOTALS FOR THE UNITED STATES (ALL REGIONS)

For the Month of May | For the Five Months of

Income Items

1935 1934 1935 1934

$ $
160,787,983 (184,829, 268

$
Net railway operating income____| 39,505,067
63,188,461 67,122 056

Other income 11,783,378

51,288,445
11,241,285
43,437,903

1,396,456

56,075,644

d4,787,199
11,373,788

53,045,984(223,076,444 (251,951,324
11,251,864| 55,103,543| 55,349,987
43,351,129|217,493,106|216,752,921
1,780,260| 7,998,320 9,184,675

56,383,253(280,594,978 (281,287,583

d3,337,269(c56,618,534|d29,336,259
12,513,489 23,686,360 50,079,669

Rent for leased roads_
Interest deductions.
Other deductions

Total deductions
Net income: d
After deprec. and retirements.
Before deprec. and retirements.
Dividend declarations (from in-
come and surplus):
On common stock

31,950,641
On preferred stock

12,554,422
7,845,482

3,559,611

13,301,656
971,108

37,323,809
4,837,043

Balance at End of May

1935 1934

Selected Assets Items—
Investments in stocks, bonds, &e

other than
those of affiliated companies

---| $763,406,466

$£352,506,130
10,851,936
38,516,633
63,326,576
4,901,087
53,991,113
45,012,789
144,758,035
302,385,824
43,745,459
2,905,493
4,614,228

$1,068,415,303

$767,603,507

$312,253,527
33,129,805
45,130,517
43,208,532
8,184,251
55,582,239
45,401,145
145,124,703
305,423,681
5,000,050
2,683,394
4,306,364

$1,045,518,298

Demand loans and deposits _

Time drafts and deposits_

Special deposits

Loans and bills receivabl

Traffic and car-service balances recelvable

Net balance receivable from agents and conductors
Miseellaneous accounts receivable

Materials and supplies._____

Interest and dividends receivable

Rents receivable ¥

Selected Liability Items—
Funded debt maturing within 6 months. a $217,005,139
$320,570,268
67,663,325
220,553,618
62,285,538
340,195,089

$54,057,300

$338,638,771
69,956,000
211,047,510
47,440,815
257,217,783
4,639,687
248,297,971
12,894,561
121,404,343
39,881,046
16,657,640

$1,368,076,127

Lon;xg anddbllha payable_b

Traffic and car-service balances a
Audited accounts and wages pay%l:))l,:.b 19
Miscellaneous accounts payable

Interest matured unpaid__ _

Dividends matured unpaid _

Funded debt matured unpaid _
Unmatured dividends declared 15,897,423
Unmatured Interest accerued_ 123,367,001
Unmatured rents acerued.___ 40,622,922
Other current liabilities 18,181,192

$1,504,307,635

Total current liabilities

Tax llability:
United States Government taxes

$37,080,242
Other than United States Government taxes. . -

138,199,131

$36,379,115
144,622,593

a Includes payments which will become due on account of principal of long-term
debt (other than that in Account 764, funded debt matured unpaid) within six months
after close of month of report. b Includes obligations which mature less than two
years after date of issue. ¢ Deficit. d May 1935 income as reported was increased
by credits to operating expenses on account of reversal of charges previously made
for liability under the Railroad Retirement Act. These credits for May 1935
amounted to $8,659,753 and for the five months ended with May 1935 the net
credit is $4,5625,821.
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Revenue Freight Car Loadings Above Preceding Week,
But Under Like Week of 1934

Loadings of revenue freight for the week ended July 27
1935 totaled 593,366 cars. This is a gain of 3,096 cars or
0.5% over the preceding week, a drop of 13,580 cars or
2.29%, from the total for the like week of 1934, and a decline
of 48,377 cars or 7.59%, from the total loadings for the cor-
responding week of 1933. For the week ended July 20
loadings were 3.79% under the corresponding week of 1934
and 9.69% under those for the like week of 1933. Loadings
for the week ended July 13 showed a loss of 6.29, when com-
pared with 1934 and a drop of 13.39% when the comparison
1s with the same week of 1933.

The first 18 major railroads to report for the week ended
July 27 1935 loaded a total of 284,979 cars of revenue freight
on their own lines, compared with 281,349 cars in the pre-
ceding week and 296,448 cars in the seven days ended July 28
1934. A comparative table follows:

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

Chronicle

Loaded on Own Lines
Weeks Ended—

Rec'd from Connections
Weeks Ended—

July 27\ July 20 July 28|July 27\July 20,July 28
1935 1935 1934 1935 1935 1934

4,371 4,930
12,679
8,579
6,250
6,708
8,285
1,310
1,849
2,485
7,208
32,157
7,242
3,288
33,723
3,786

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

Chicago Burlington & Quincy RR.
Chicago Milw. St. Paul & Pac Ry.
Chicago & North Western Ry
Gulf Coast, Lines

International Great D
Missouri-Kansas-Texas RR.____
Missouri Pacific RR

New York Central Lines

New York Chicago & St. Louis Ry
Norfolk & Western Ry
Pennsylvania RR___

Pere Marquette Ry .

Pittsburgh & Lake Erie
Southern Pacific Lines

Wabash Ry

19,442
26,108
20,253

20,607 20,858
24,632| 26,262
17,055| 21,496
13,981| 16,557
17,128| 20,465
13,603| 16,474
2,030

4,580

4,545| 5,859
26,068 x
4.836| 7,262

284,9791281,349(296,4481153,0411152,3201150,494

5,405

x Not reported.

TOTAL LOADINGS AND RECEIPTS FROM CONNECTIONS
(Number of Cars)

Weeks Ended—

July 27 1935

24,732
12,037

36,769

July 20 1935 | July 28 1934

25,311
12,350

37,661 |

Illinois Central System ‘
8t. Louis-San Francisco Ry

26,579

13,032
39,611

The Association of American Railroads in reviewing the
week ended July 20, reported as follows:

Loading of revenue freight for the week ended July 20, totaled 593,366
cars. This was an increase of 26,878 cars above the preceding week but a
reduction of 22,674 cars below the corresponding week in 1934 and 63,014
cars below the corresponding week in 1933.

Miscellaneous freight loading for the week ended July 20, totaled 236,319
cars, an increase of 2,932 cars above the preceding week, and 9,082 cars
above the corresponding week in 1934, but a decrease of 1,218 cars below
the corresponding week in 1933.

Loading of merchandise less than carload lot freight totaled 157,345 cars,
an increase of 5,284 cars above the preceding week, but 1,291 cars below
the corresponding week in 1934, and 14,674 cars below the same week in
1933.

Coal loading amounted to 89,742 cars, an increase of 14,259 cars above
the preceding week, but a reduction of 7,971 cars below the corresponding
week in 1934, and 28,508 cars below the same week in 1933.

Grain and grain products loading totaled 33,379 cars, an increase of
4,101 cars above the preceding week, but a reduction of 13,792 cars below
the corresponding week in 1934, and 15,805 cars pelow the same week in
1933. In the Western districts alone, grain and grain products loading
for the week ended July 20, totaled 21,275 cars, a decrease of 7,013 cars
below the same week in 1934.

Live stock loading amounted to 10,165 cars, a decrease of 882 cars below
the preceding week, 16,049 cars below the same week in 1934 and 5,498
cars below the same week in 1933. 1In the Western district alone, loading of
live stock for the week ended July 20, totaled 7,157 cars, a decrease of 15,-
448 cars below the same week in 1934,

Forest products loading totaled 28,416 cars, an increase of 1,792 cars
above the preceding week, and 6,345 cars above the same week in 1934,
but a reduction of 790 cars below the same week in 1933,

Ore loading amounted to 33,274 cars, a decrease of 668 cars below the
preceding week, but increases of 778 cars above the corresponding week in
1934 and 5,267 cars above the corresponding week in 1933.

Coke loading amounted to 4,726 cars, an increase of 60 cars above the
breceding week, and 224 cars above the same week in 1934, but a decrease
of 1,788 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 20. All districts also reported reductions compared with the corre-
sponding week in 1933.

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

1935

2,170,471
2,325,601
3,014,609
2,303,103
2,327,120
3,035,153
472 421
566,488
593,366 616,040 656,380

16,808,332 17,177,596 5,197,851

In the following table we undertake to show also the
loadings for separate roads and systems for the week ended

1934 1933

Four weeks in January
Four weeks in February _
Five weeks in March_
Four weeks In April .
Four weeks in May .
Five weeks in June. .
Week of July 6___

Week of July 13_

Week of July 20

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

520,741

604,192

1,970,566
2,354,521
2,025,564
2,143,194
2,926,247

543,510

653,661

2,183,081 1,924,208
|1
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July 20 1935. During this period a total of 56 roads showed
increases when compared with the corresponding week last
year. The Great Northern Railroad, the Louisville & Nash-

Financial Chronicle

Aug. 3 1935

ville RR., and the Chicago Rock Island & Pacific RR. were
the only roads of any importance which showed an increase
in loadings during the week.

REVENUE FREIGHT LOADED AND RECEIVED FROM CONNECTIONS (NUMBER OF CARS)—WEEK ENDED JULY 20

Total Loads Recelved
Srom Connections

1935 1934

Total Revenue

Ratiroads Freight Loaded

1935

Total Revenue
Fretght Loaded

1934

Total Loads Received
Jrom Connections

1934

Ratiroads

1935

Eastern District—
1,015 889

Bangor & Aroostook. 262 262
Boston & Maine = 8,654 8,498
Chicago Indianapolis & Loulsv. 1,569 1,605
Central Indiana 20 2| 65
Central Vermont 5
Delaware & Hudson. .. =
Delaware Lackawanna & West.
Detrolt & Mackinac
Detroit Toledo & Ironton.
Detroit & Toledo Shore Line. -

Grand Trunk Western.
Lehigh & Hudson River.
Lehigh & New England.
Lehigh Valley

Maine Central.

Monongahela. .

Montour

b New York Central Lines.

N. Y. N. H. & Hartford

New York Ontario & Western.
N. Y. Chicago & St. Louis. ..
Pittsburgh & Lake Erie.

Pere Marquette. ..

Pittsburgh & Shaw 2
Pittsburgh Shawmut & N

2,350
125,652

126,432

Allegheny District—
Akron Canton & Youngstown. 37 538
Baltimore & Ohio

Buffalo Creek & Gauley.
Cambria & Indlana.

Centrul RR. of New Jersey ...
Cornwall

Cumberland & Pennsylvania. .
Ligonier Valley

Penn-Reading Seashore Lines.
Pennsylvania System
Reading Co

Union (Pittsburgh) ...

West Virginia Northern . 2
Western Maryland . 3,207

117,358

113,322 134,791

Pocahontas District—
Chesapeake & Ohio.
Norfolk & Western
Norfolk & Portsmouth Eelt Line
Virginian

17,055
17,026
726
3,636

19,425
17,224
710

3,424
40,783

22,953
20,253
806
3,661
47,673

Southern District—

Group A—
Atlantic Coast Line
Clinchtield
Charleston & Western Carolina.
Durham & Southern
Gainesville Midland . -
Norfolk Southern. ...

Southern System... =
Winston-Salem Southbound. -

Total 33,381 38,174

Group B—
Alabama Tennessee & Northern 273
Atlanta Birmingham & Coast. . 1,440 1,607
Atl. & W. P.—W. RR.of Ala._ 926 913
Central of Georgie 4,068 4,564
Columbus & Greenville. 196 28 234
Florida East Coast. .. 359 273
699 833

Group B (Concluded)—
Georgia & Florida 324 287
Guuf Mobile & Northern. 1,426 1,188
Illinois Central System. .. 16,850 17,590
Louisville & Nashville 15,982 15,368

158 230
Mississippi Central 127 130
Mobile & Ohio 1,691 1,557
Nashville Chattanooga & St. L. 2,385 2,414
Tennessee Central 379 332 346
47,158 | 45,871 52,560

80,539 80,669 90,734

22,973
47,6156

Grand total Southern Distriet. .

Northwestern Distiict—
Belt Ry. of Chicago 701
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 & South.
Great Northern
Green Bay & Western...
Take Superior & Ishpeming
Minneapolis & St. Louls. - -
Minn, St. Paul & 8. 8. M

1,229
95,453

92,983 36,768

Central Western District—

Atch. Top. & Santa Fe System. 18,761 5,038
1,952

Bingham & Garfield 60
Chicago Burlington & Quin =
Chieago & Illinois Midland- .
Chicago Rock Island & Pacific.
Chicago & Eastern Illinois
Colorado & Southern
Denver & Rio Grande Western..
Denver & Salt Lake
Fort Worth & Denver City
Illinols Terminal
North Western Pacific.
Peoria & Pekin Union..
Southern Pacific (Pacific)-
St. Joseph & Grand Island.

1,153
92,740

Southwestern District—
Alton & Southern...
Burlington-Rock Isla;

Fort Smith & Western.

Gulf Coast Lines
International-Great Northel
Kansas Oklahoma & Gulf
Kansas City Southern..
Touisiana & Arkansas. ...
Louisiana Arkansas & Texas.
Litchfield & Madison. ..
Midland Valley

Missouri & Arkansas
Missouri-Kansas-Texas Lines.
Missouri Pacific. - - - - cceeenan
Natchez & Southern....
Quanah Acme & Paciflc. _ 13
St. Louls-San franclsco. 7,718
St. Louis Southwestern. 2,006
Texas & New Orleans. 5,500
Texas & Pacitlc 4,537
Terminal RR. Ass'n of St. i’ 1,818
Wichita Falls & Southern 165
Weatherford M. W. & N. W._. 13 21

50,189 49,231

2,300
a

46,281

Note—TFigures for 1934 revised. * Previous figures. a Not available.

Michigan Central RR.

b Includes figures for the Boston & Albany RR., the C. C. C, & St. Louls RR., and th®

“Annalist” Weekly Index of Wholesale Commodity
Prices Higher During Week of July 30—Monthly
Average for July Also Up

Higher prices for wheat and flour, livestock and meats
and gasoline carried the ‘‘Annalist’’ Weekly Index of Whole
sale Commodity Prices again higher during the week of

July 30, the index rising to 125.0 on July 30 from 123.6,

July 23. The ‘“‘Annalist’’ said:

The rise in wheat and flour reflected the spread of rust throughout much
of the northwest and Canada, the advance in gasoline the excellent con-
sumption showing of the industry, while the gains in the livestock and meat
group marked a continuation of the trend of recent weeks.

THE ANNALIST WEEKLY INDEX OF WHOLESALE COMMODITY PRICES

[Unadjusted for Seasonal Variation (1913==100)1

With regard to the trend of prices during July the ‘‘Ann-
nalist’’ stated:

Reflecting the upturn in the weekly index in recent weeks, the monthly
average, for July showed a moderate gain over the month previous, rising to
123.6 from 123.2.

THE ANNALIST MONTHLY II\}T)II)‘IIE(.:\'ESF WHOLESALE COMMODITY

[Unadjusted for Seasonal Variation (1913==100) )

July 1935 June 1935 July 1934

July 30 1935 | July 23 1935 | July 31 1934

Miscellaneous.. -
All commodities
y All commodities on old dollar basis . .

x Preliminary. x Revised. ¥y Based on exchange quotations for France, Switzer-
and and Holland; Belgium included prior to March 1935.

Miscellaneous. - -
All commodities .. ey
¥ All commodities on old dollar basis . .

* Preliminary. vy Based on exchange quotations for France, Switzerl and
Holland; Belgium included prior to March 1935. And

—_—

Moody’s Daily Commodity Index Advances to Highest
Levels of Year

Moody’s Daily Index of Staple Commodity Prices ad-

vanced, in the week just passed, to new high levels for the

vear at 163.5 on July 31, closing on Friday at 163.3 compared

gitized for FRASER
p:/lfraser.stlouisfed.org/




Volume 141
with 162.1 a week ago. The Index is now at the best levels
since 1930.

The rise has been mainly due to the exceptional strength
in top hog prices, although good gains have also been made
by scrap steel, rubber, wheat, silk and lead, in the order
named. On the other hand, cotton, wool, coffee, corn and
cocoa declined, while hides, silver, copper and spot sugar are
unchanged.

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

July 26

Thurs., Aug.

21635 Low
oo ~-163:3|1935 High

Aug. 163.3 Low
—_————

Wholesale Commodity Prices Higher During Week
of .tl'uly 27, According to National Fertilizer Asso-
ciation

_The general level of wholesale commodity prices was
higher in the week ended July 27 than in the preceding
week, according to the index of the National Fertilizer
Association. This index last week was 77.89% of the 1926-28
average, compared with 77.3 in the week ended July 20.
A month ago the index was 77.2 and a year ago 72.3. An
announcement issued July 29 by the Association continued:

The increase in the index last week was due entirely to higher prices
for hogs, which reached the highest level in recent years,and pork and
lard. The composite price for these products was 11.1% higher than in
the week preceding, in contrast to a decline of 1.0% in all other com-
modities included in the general index. The most important rise in the
group indexes occurred in foods, due to the sharp advance in pork prices
and in spite of the fact that 10 items in this group declined in price during
the week and only four advanced. Although 10 commodities included in
the grains, feeds and livestock group advanced during the week and only
two declined, therise in the group index was moderate, as the price advances
in most cases were small. The only other group index to show a rise during
the latest week was fats and oils, which moved upward because of higher
prices for lard and butter. Declines were registered by four groups but
they were of small proportion. The largest drop was in fertilizer materials,
due to declining quotations for cottonseed meal and ammonium sulphate.

Prices of 23 commodities included in the index advanced in price during
the week while 24 declined; in the preceding week there were 23 advances
and 31 declines; in the second preceding week there weer 26 advances and
34 declines.

WEEKLY WHOLESALE PRICE INDEX—BASED ON 476 COMMODITY
PRICES (1926-1928==100)

Per Cent
Each Group
Bears to the
Total Indez

23.2

Latest I
Week

e
HORDDNRNO 00
wohoNTM-BD

o|winino

8

Increase of 0.19% in Wholesale Commodity Prices
During Week of July 27 Reported by United States
Department of Labor

During the week ended July 27 wholesale commodity
prices recovered the decline of the preceding week rising
0.1%, Qccoydlpg to a report issued Aug. 1 by the Bureau of
Labor Statistics of the U. S. Department of Labor. The
composite index, the Bureau said, now stands at 79.29 of the
1926 average. The general average is 1.7% above the low
for the year and 6.09 above the level of the corresponding
week of 1934. Con}pared with two years ago, the present
Jevel of wholesale prices shows a gain of 14.5%. The Bureau
continued:

Price fluctuations in the major commodity groups during the past week
were mixed—five groups advanced, four declined, and one showed no
change. The groups recording a rise in the general average were foods,
hides and leather products, textile products, building materials, and house-
furnishing goods. Farm products, fuel and lighting materials, chemicals
and drugs and mist_:ellaneous commodities recorded lower averages. Metals
and metal products remained unchanged. Of the 47 sub-groups of com-
modities, 14 moved upward, 15 showed a slight reaction and 18 remained
at the preceding week's levels, i

Continued stability of industrial prices was evidenced. The large group
of industrial products, which embraces all commodities other than farm
products and processed foods, remained unchanged from the level of the
week preceding. The index for this group has moved within a very narrow
range during the current year. The low—77.2—was reached during the
week of April 6 and the high—78.1—was recorded for the week ending
Jan. 12. The index for this group has risen 0.1% in the two month-period
since May 25.

Compared with the level for the corresponding week of 1934, half of the
commodity groups—farm products, foods, hides and leather products, fuel
and lighting materials, and chemicals and drugs—show advances. The
increases range from 0.7 % for fuel and lighting materials to 19.5% for farm
products. The decreases for the remaining five groups range from 0.7%
for metals and metal products to 3.7 % for miscellaneous commodities.

Substantial increases are recorded for all commodity groups when com-
pared with the corresponding week of two years ago. The smallest increase—
2%—occurred in the hides and leather products group; however, this group
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had already advanced about 30% from the 1933 low. Farm products have
registered the greatest rise with an increase of more than 299%.

Group index numbers for the week of July 27 1935, compared with May 25
1935, July 28 1934, and July 29 1933, and the percent of change are shown
in the table below:

July P, C.
Commodity Groups 27

1935

July July
28 of 20
1934 1933

May Pl T
25

of
Change

5 of
1935 | Change

80.3

1.5
F 84.3
Hides and leather products... ¥ .5
Textile products
Fuel and lighting materials. .
Metals & metal products....
Building materials- ..
Chemicals and drugs -
Housefurnishing goods. - ...
Miscellaneous commodities .
All commodities other than
farm products & foods. .- +0.1 +6.4

Hides and leather products increased 0.3% during the past week, due
primarily to a 1% advance in average prices of hides and skins and 0.6%
increase in boots and shoes. Leather, on the other hand, decreased 0.5%.
The sub-group of other leather products showed no change and remained
at the low for the year.

A 4.79% rise in market prices of plumbing and heating materials was
largely responsible for the slight-increase recorded for the building materials
group. Other sub-groups showing fractional increases were lumber, paint
and paint materials, and miscellaneous building materials. The sub-groups
of brick and tile, cement, and structural steel remained at former levels.

Higher prices for the sub-groups of cereal products; meats; and butter,
cheese and milk more than counter-balanced lower prices for fruits and
vegetables and other foods and resulted in a net increase of 0.2% for the
foods group. Important food items for which higher prices were reported
were butter, cheese, rye and wheat flour, lemons, oranges, lard, mutton,
and fresh and cured pork. Lower prices were shown for oatmeal, macaroni,
lamb, veal, eggs, oleomargarine, raw and granulated sugar, edible tallow,
and vegetable oils. The present index for the foods group—=82.2—is 16%
above the corresponding week of last year and 2414 9% above the correspond-
ing week of two years ago.

Under the leadership of silk and rayon, prices of textile products recorded
a fractional advance. Cotton goods and other textile products registered
minor decreases. Woolen and worsted goods and knit goods remained un-
changed from the preceding week.

Housefurnishing goods recorded a fractional advance due to slightly
higher prices for furnishings. The sub-group of furniture showed no change.

A marked decline of nearly 8% for mixed fertilizers caused the chemicals
and drugs group to decrease 1.49% to a new low for the present year. Fer-
tilizer materials also moved downward 1.7% due to lower prices for am-
monia sulphate and tankage. Other sub-groups—chemicals, and drugs and
pharmaceuticals—showed only minor fluctuations.

Market prices of farm products declined, although the reaction was limited
and the decrease was less than in the preceding week. The sub-group of
other farm products, due to lower prices for cotton, eggs, peanuts and seeds,
dropped 1.1%. Grains recorded a minor decrease, the drop in corn prices
more than offsetting advances for barley, Oats, rye and wheat. The sub-
group of livestock and poultry rose 1.6% due to a sharp increase in the
average price for hogs. Lower prices were reported for steers, cows, calves
and live poultry. Despite the recent recessions in farm product prices, the
present index—77.1—is nearly 20% above a year ago and more than 29%
above two years ago.

The sub-groups of the fuel and lighting materials group showed no marked
change. Prices of anthracite moved moderately upward, but prices of
bituminous coal and petroleum products registered minor decreases. The
index for the group declined fractionally.

Cattle feed prices continued to show decided weakness and decreased
1.7% to a new low for the year. Crude rubber declined 1.2%. Automobile
tires and tubes and paper and pulp were unchanged, remaining at their
respective lows for the year.

Fluctuations in the sub-groups of the metals and metal products group
resulted in no change-in the index for the group.

The index of the Bureau of Labor Statistics is composed of 784 price series
weighted according to their relative importance in the country's markets
and based on the 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 28 1934, and
July 29 1933: .

INDEX NUMBERS OF WHOLESALE PRICES FOR WEEKS ENDING
JULY 27, JULY 20, JULY 13, JULY 6, AND JUNE 29 1935, AND JULY 28
1934, AND JULY 29 1933
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Commodity Groups

‘Textile products
Fuel and lighting materials .
Metals and metal products .

All commodities other than farm
produets and foods

Weekly Electric Output Continues Rise, Reaching
1,823,621,000 Kwh. During Latest Week

The Edison Electric Institute, in its weekly statement,
disclosed that the J)roduction of electricity by the electric
light and power industry of the United States for the week
ended July 27 1935 totaled 1,823,521,000 kwh. Total
output for the latest week indicated a gain of 8.3, over the
corresponding week of 1934, when output totaled 1,683,-
542,000 kwh.

Electric output during the week ended July 20 1935 totaled
1,807,037,000 kwh. This was a gain of 8.69, over the
1,663,771,000 kwh. produced during the week ended July 21
1934. The Institute’s statement follows:




660 Financial

PERCENTAGE INCREASE OVER 1934

Week Ended
July 6 1935

Major Geographic
Regtons

Week Ended
July 27 1935

Week Ended
July 20 1935

Week Ended
July 13 1935

New England_ . ..____
Middle Atlantic
Central Industrial
West Central .
Southern States
Rocky Mountain.
Pacific Coast

8.3
9.3
6.5
7.3

Nwo
MmN
- - =

BaSwietiN

@
188 =1 &
" w
-

7.
1.
1
8.

‘Total United States.
x Decrease.
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DATA FOR RECENT WEEKS

Weekly Data for Previous Years
in Millions of Ktlowatt-Hours

1930

1,698
1,689
1,717
1,723
1,660
1,657
1,707
1,698
1,704
1,594

1935 1934

P. C,
Week of— Ch'ge

1933 1931
1,436
1,468
1,483
1,494
1,461
1,542| 1,435
1,578| 1,442
1,598 1,441
1,656 1,457
1,539| 1,342
1,648
1,654
1,662
1,650

1932

May 4...|1,698,178,000|1,632,766,000
May 11.../1,701,702,000|1,643,433,000
May 18.../1,700,022,000|1,649,770,000
May 25...11,696,051,000|1,654,903,000
June 1... 1,575,828,000
June 8... 1,654,916,000
June 15. .. 1,665,358,000
June 22... 1,674,566,000
June 1,688,211,000
July 1,6565,844,000
July 1,647,680,000
July 1,663,771,000
July 1,683,542,000
Aug. 1,657,638,000
Aug. 1,659,043,000 1,627
Aug. 1,674,345,000 1,650 1,643 1,677

DATA FOR RECENT MONTHS (THOUSANDS OF KWH.)

1,429
1,437
1,436
1,425
1,381

e SR N
DR G e IR LI
X =1r=]

1 monRooS

1,733

P.C.
1931

7,435,782
6,678,915
7,370,687
7,184,514
7,180,210
7,070,729

1935

7,762,513
7,048,495
7,500,566
7,382,224
7,544,845

1932

7,011,736
6,494,091
6,771,684
6,294,302
6,219,554

1930

8,021,749
7,066,788
7,580,335
7,416,191
7,494,807
7,239,697
7,363,730
7,391,196
7,337,106
7,718,787

1934

7,131,158
6,608,356
7,198,232
6,078,419
7,249,732

1933
6,480,897
5,835,263
6,182,281
6,024,855
6,532,686
6,809,440
7,058,600
7.218,678
6,931,652
7,004,412
6,831,573 7,270,112
7,538,337 7,009,164 7,288,025| 7,566,601

85,564,124 80,009,501177,442,112186,063,969189,467,099
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flour, macaroni, dried fruits, canned corn, peas, string beans, and tomatoes,
fresh beef, mutton, veal, dressed poultry, coca beans, coffee, oleo oil,
pepper, and vegetable oils. Higher prices were reported for corn flakes,
rice, cured beef, lamb, cured and fresh pork, canned spinach, baked beans,
and asparagus, lard, raw sugar, and edible tallow. The food index for
June—82.8—is 18.6% above the corresponding month of a year ago and
35.3% above the corresponding month of two years ago.

Weakening prices of fertilizer materials and chemicals in the group of
chemicals and drugs resulted in the index dropping to 80.7% of the 1926
average. Drugs and pharmaceuticals and mixed fertilizers were higher.

A sharp advance occurred in crude rubber prices and lower prices were
reported for cattle feed and paper and pulp. Automobile tires and tubes
remained unchanged.

A minor decrease was registered for the house-furnishing goods group, due
to lower prices for furnishings. Average prices for furniture were sta-
tionary.

Fuel and lighting materials advanced 1.5% because of higher prices for
coal, gas, electricity, and petroleum products. Coke was unchanged at
the May level.

Pronounced advances in prices of clothing, woolen and worsted goods,
and other textile products caused the increase of 1% in the group of textile
products. Cotton goods, knit goods, and silk and rayon, on the other hand,
were lower.

The index for the group of hides and leather products rose to 88.9.
Average prices of shoes, hides and skins, and leather were higher. Other
leather products remained unchanged.

Advancing prices of lumber and certain other building materials were
responsible for the increase of 0.6% in the building materials group. The
subgroups of brick and tile, and paint and paint materials were fractionally
lower. Average prices of cement and structural steel were steady.

In the metals and metal products group falling prices of plumbing and
heating fixtures and nonferrous metals were more than offset by rising
prices of iron and steel and motor vehicles. Prices of agricultural imple-
ments showed little or no fluctuation. The index for the group of metals
and metal products rose to 86.9.

The index of the Bureau of Labor Statistics is composed of 784 price
series weighted according to their relative importance in the country’s
markets, and based on average prices for the year 1926 as 100.

The index numbers for the groups and sub-groups of commodities for
June 1935 in comparison with May 1935 and June of each of the past six
years are contained in the accompanying table:

;X NUMBERS OF WHOLESALE PRICES -
e UGROUPS ()0 CUMM()DITIIESY CHROUES SANDEELS
(1926=100)

June

1934 June

1929

June | June

Groups and Subgroups 1931

Note—The monthly figures shown above are based on reports covering approxi-
mately 92% ot the electric light and power industry and the weckly figures ar
ased on about 70%.

—_——

Wholesale Prices Down Slightly from May to June
According to United States Department of Labor

A slight recession marked the trend of wholesale commodity
prices during June, said an announcement issued by the
Bureau of Labor Statisties of the United States Department
of Labor. The composite index for the month stood at
79.89, of the 1926 average, a decline of 0.5% compared
with the May level, the announcement stated, adding:

Despite the downward movement, the net increase for the first six months
of the year has been over 1%. The June index is 7% above a year ago and
more than 22% above two years ago, when the indexes were 74.6 and 65.0,
respectively.

A weakening in the market prices of farm products and foods was the
principal factor contributing to the decrease in the combined index from
May to June, Fractional decreases, however, were recorded by the chem-
icals and drugs, house-furnishing goods, and miscellaneous commodities
groups. Hides and leather products, textile products, fuel and lighting
materials, metals and metal products and building materials, on the other
hand, were higher.

NUMBER OF COMMODITIES SHOWING PRICE CHANGES BY GROUPS

Groups Increases | Decreases |No Change

All Commodities 165
Farm products p 43
Foods s e p 66
Hides and leather products .
Textile products
Fuel and lighting materials.
Metals and metal products.
Building materials_ .

Chemicals and drug:
Housefurnishing good
Miscellaneous . - c - ccccmeme-mm-

The classification, raw materials, which includes basic farm products,
hides and skins, raw silk, hemp, jute, sisal, crude petroleum, scrap steel,
crude rubber, and similar commodities declined 1.5%. The present level
of the group is, however, 13.5% above June 1934. Finished products,
among which are included more than 500 manufactured articles, decreased
fractionally during the month, but the index for the group is still 5% higher
than in the corresponding month of last year.

The index for the group of semi-manufactured articles, which is based on
prices of raw sugar, leather, iron and steel bars, pigiron, and like commodi-
ties, advanced 0.5%. Compared with June 1934, the index for this group
shows a gain of 1.4%.

The large industrial group, “All commodities other than farm products
and foods' again rose 0.5%. Although the index for this group has ad-
vanced 1% in the past two months, it is still fractionally below the level of
a year ago. The non-agricultural group which includes all commodities
other than farm products was unchanged for June, and is 4% above a year
ago.

Farm product prices dropped nearly 3% from May to June, due to sharp
declines in prices of grains and livestock and poultry. The subgroup of
“Other farm products’ including cotton, eggs, hay, hops, fresh milk at
Chicago, peanuts, seed, tobacco, onions and white potatoes, also was lower,
Increases, on the other hand, were recorded for hogs, lambs, fresh apples,
lemons, oranges, sweet potatoes, and wool. The index for the farm products
group as a whole—78.3—is nearly 249, above a year ago and 47% above
two years ago.

Wholesale food prices declined 1.5% because of lower prices for butter,
cheese, and milk; meats; cereal products; and other foods. Fruits and vege-
tables, on the other hand, were seasonally higher. Important food items for
which lower prices were reported were butter, cheese, bread, oatmeal,

Farm products

65.4 103.3
o5 91.0
Livestock and poultry...
Other farm products....
Foods
Butter, cheese and milk.
Cereal products
Fruits and vegetables. ..

Hides and leather products
Boots and shoes.
Hides and skins.

z3gS3

Woolen & worsted goods.
Other textile products. ..
Fuel & lighting materials. .
Anthracite coal . - - - -~
Bituminous coal-
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SNRDRNOWRNRDWOOD B DTInND RN o

o aoa =N

Petroleum products
Metals & metal products..

Agricultural implements.

Iron and steel

Motor vehicles. .

Nonferrous metals. .

Plumbing and heating .

O L 0DOR

S RO AN
NNC OO RO DA AR IS W

ENRIAGSSE:

Paint & paint materials.

Plumbing and heating ...

Structural steel

Other building materials.
Chemicals and drugs

Chemicals

Drugs & pharmaceuticals

Fertilizer materials

Mixed fertilizers. . -
Housefurnishing goods

Furnishings

Furniture. - -
Miscellaneous.

Automobile tires & tubes

Cattle feed

Paper and pulp.

Rubber, crude. -

Other miscellaneo
Raw materials
Semimanufactured art
Finished products. - - -~
Non-agricul. commodities.
All commodities other than
« farm products & foods. .-

RPN NEI O RSN RSN RSB RINDRRRBOR DR
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All commodities
* Data not yet available.

Indexes of Business Activity of Federal Reserve Bank
of New York

The Federal Reserve Bank of New York, in presenting its
monthly indexes of business activity in its “Monthly Review’’
of Aug. 1, said that “during the first three weeks of July,
the daily rate of merchandise and miscellaneous freight car
loadings was maintained at approximately the level prevailing
during June, but the movement of bulk freight over the rail-
roads contracted sharply, contrary to the usual seasonal
tendency, as the result of a substantial reduction in coal
shipments, which had been at a high level in June due to

gitized for FRASER
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accelerated operations in anticipation of a possible strike.’”’
Continuing, the Bank said:

Department store sales in the metropolitan area of New York during the
first half of the month, although higher than in the corresponding period of
last year, appear to have been more than seasonally below the June level,
especially in Northern New Jersey.
j+ The distribution of goods and general business activity in June generally
made a favorable comparison with the previous month. Sales of general
merchandise in small towns and rural areas and sales of chain stores in-
creased, and sales of department stores in urban localities were maintained
at about the May level, although the usual seasonal movement in most
lines of retail trade is downward from May to June. Increases of more than
seasonal proportions occurred in the volume of check transactions and sales
of life insurance, while registrations of new passenger automobiles, which
usually show a marked decline in June, were only moderately lower than
in May. Car loadings of merchandise and miscellaneous freight were
approximately unchanged from May to June, but the volume of advertising
was considerably reduced.

(Adjusted for seasonal variations, for usual year to year growth, and where necessary
for price changes)

June
1934

April
1935

May
1935

June
1935

Primary Distribution—
Car loadings, merchandise and miscellaneous. - ... 58
Car loadings, other 59
47p

Distribution to Consumer

Department store sales, United States.___
Department store sales, Second District.

Chain grocery sales. .

Other chain store sales

Mall order house sales .

Advertising

New passenger car registrations

Gasoline consumption

General Business Activity—
Bank debits, outside New York City
Bank debits, New York City
Velocity of demand deposits, outside N. Y. City
Velocity of demand deposits, New York Clity ...
New life insurance sales
Factory employment,
Business failures

General price level *
Composite index of wages*
Cost of llving*

p Preliminary

7 Revised. * 1913 average=100.

—_—

Sales of Wholesale Firms During June in New York
Federal Reserve District Reported Slightly Above
June Last Year

“In June, total sales of the reporting wholesale firms in
the Second (New York) District again averaged slightly
higher than last year.” Tn stating this, the Federal Reserve

Bank of New York, in its “Monthly Review’’ of Aug. 1,
added:

The diamond and jewelry firms reported sizable gains over a year ago,
which were the largest in a number of months, and the men’s clothong and
drug concerns registered moderate advances in sales. The stationery firms
showed sales this year slightly higher than in 1934, but the grocery, hard-
ware and paper concerns had small declines from a year ago. Sales of
cotton goods showed the smallest decrease in 6 months, but a considerable
reduction occurred in sales of reporting shoe dealers.

During the first 6 months of 1935, total sales of the reporting wholesale
firms in this district averaged 0.4% higher than in the corresponding period
of 1934, as compared with an increase of 25% between the first half of 1933
and 1934.

The grocery, hardware and diamond firms continued to report a larger
amount of merchandise on hand this year than last, while the drug and
jewelry concerns again reported reductions. The rate of collections aver-
aged slightly lower in June than a year ago.

Per Cent of
Change Charge Accounts
June 1935 Qutstanding
Compared with May 31
June 1934 Collected in June

Percentage
Percentage
Change

Commodity

Stock
Net End of
Sales Month

—15 +4.7
+5.6 cemia

—5.7

1934 1935

Grocerles......_______
Men's clothing

Silk goods- .
Shoes....
Drugs. . .
Hardware

B s D i O3 89 6960
mqgmnwrppp
wehoNSNRS

|34

+16.5

+0.4 56.8 | 56.1

* Quantity figures reported by the National Federation of Textiles, Inc., not
yev available,

Weighted average

—_————

New York Federal Reserve Bank Reports Increase of
1% in Department Store Sales During June as
Compared with June 1934—Sales in Metropolitan
Area of New York Also Higher in First Half of July

According to the Federal Reserve Bank of New York
total June sales of the reporting department stores in the

Second (New York District) ‘“‘were a little over 19

higher than in June 1934, and after allowing for differences

in the number of shopping days, June showed the most
favorable year to year comparison since last December.”’

In its Aug. 1 “Monthly Review” the Bank also stated:

On an average daily basis, salesof the Syracuse and Northern New Jersey
department stores showed the largest advances since March 1934 and the
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New York, Buffalo and Rochester stores registered the most substantial
gains in sales in 5 or 6 months. 1In the Capital district, average daily sales
compared more favorable with a year ago than in the previous two months,
and in the Northern New York State, Southern New York State, the
Hudson River Valley District, and in Westchester and Stamford reporting
department stores also the year to year comparisons showed improvement
over May. Sales of the leading apparel stores in this district were some-
what higher than last year, following a decrease in May.

During the first half of 1935, total sales of the reporting department
stores in this district were about 2% less than in the corresponding period
of 1934, whereas during the first six months of 1934 sales were 914 % higher
than in 1933.

Department store stocks of merchandise on hand at the end of June
remained smaller than a year previous for the eleventh consecutive month.
The rate of collections during June of accounts outstanding at the end of
the previous month was slightly lower than a year ago for both the depart-
ment stores and also for the apparel stores, whereas increases had been
reported in most preceding months for the past two years.

Per Cent of
Accounts
Quistanding
May 31
Collected in

Percentage Change from
; a Year Ago
Locality

Net Sales Stock
on Hand
End of
Month

Feb. to
June

June June

s
3
o

—2.8 —3.7
—8.2
—2.9
—7.4
—0.5
+4.1

—12.6

Rochester .

Syracuse

Northern New Jersey -

Bridgeport

Elsewhere . .
Northern New Y
Southern New York State____
Hudson River Valley District.
Capital Distriet_ ... .______
Westchester and Stamford. ...

| 4+
NS

P SO TR P

LrLit
RO =

All department stores......

o}
o

—5.0
+5.0

46.2
42.9

Apparel stores_ . . +0.3

June sales and stocks in the principal departments are compared with
those of a year previous in the following table:

Net Sales
Percentage Change
June 1935
Compared with
June 1934

Stock on Hand
Percentage Change
June 30 1935
Compared with
June 30 1934

Musieal instruments and radio -
Furniture

Luggage and other leather go
Women's and misses' ready-to-wea
Toys and sporting goods

Books and stationery - -

Hosiery

Men’'s and boys' wear

Home furnishings

Silverware and jewelry_ __

Linens and handkerchiefs

Woolen goods.

Men's furnishings

‘Women's ready-to-wear accessories

b4t :
SonummoSR:

LLLLLEEE,
MWoNNORD DD IROT

Cotton goods- - ...

i1

|
«

From the “Review” we take the following regarding sales
ir} the Metropolitan area of New York during the first half
of July:

During the first half of July, total sales of the reporting department
stores in the Metropolitan area of New York were 3.6% higher than in
the corresponding period of 1934, but trade appeared to be running some-
what more than seasonally below the June level. New York City showed
a 6% increase, but reporting stores in Northern New Jersey had a 10%
decline in sales compared with a year ago.

——ep—

Country’s Foreign Trade in June—Imports and
Exports

The Bureau of Statistics of the Department of Commerce
at Washington on July 30 issued its statement on the foreign
trade of the United States for June and the 12 months ended
with June, with comparisons by months back to 1930.
The report is as follows:

In June United States exports exceeded imports for the first time in
three months. 1In contrast with the usual seasonal decline of 5% from
May to June, exports were 3% higher, while imports, which usually de-
cline 7%, were 8% smaller than in the preceding month. Compared with
June a year ago, exports were slightly smaller in value, while imports showed
an increase of a little over 15%.

Exports, including re-exports, amounted to $170,193,000 in value in
June compared with $165,456,000 in May and $170,519,000 in June 1034.
General imports, which include goods entering consumption channels imme-
diately upon arrival in the United Stat3s, plus goods entered for storage in
bonded warehouses, totaled $156,756,000, compared with $170,559,000
in May 1935 and $136,109,000 in June 1934.

Imports for consumption, which include goods entering consumption
channels immediately upon arrival, plus withdrawals from bonded ware-
houses for consumption, amounted to $155,314,000 in value compared with
$166,782,000 in May and $135,067,000 in June 1934.

Agricultural exports, valued at $41,800,000, were slightly larger than in
May. Exports of unmanufactured cotton, the most important agricul-
tural export commodity, amounted to 193,402,000 pounds, valued at
$23,380,000, compared with 161,387,000 pounds, valued at $19,366,000,
in May. This gain of $4,074,000 in raw cotton exports accounts for a
substantial part of the June increase in the total value of exports. How-
ever, ‘the value of raw cotton exports was $6,181,000 less than in June a
year ago.

Other agricultural exports to show a considerable increase over May
included fodders and feeds, vegetables and vegetable preparations, canned
fruits and dried and evaporated fruits.

Leaf tobacco exports suffered one of the largest declines to occur among
agricultural products. Exports of this commodity amounted to 12,452,000
pounds, valued at $2,551,000, compared with 17,386,000 pounds, valued
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at $3,854,000, in May, and with 29,563,000 pounds, valued at $5,583,000,
exported in June a car ago.

There was also a substantial decline in the export of meat products,
compared with the preceding month. Smaller declines in value occurred
in the exports of wheat flour and dairy products.

Non-agricultural exports increased 4% from $120,700,000 in May to
$125,400,000 in June. The more important gains in this class of exports
were those made by copper, non-metallic minerals (particularly petroleum
and petroleum products) and by automobiles, including both motor trucks
and passenger cars. Exports of crude sulphur, amounting to 54,000 tons,
valued at $1,049,000, represented a gain of more than 100% in both quan-
tity and value. Small declines relative to the total trade occurred in the
exports of electrical machinery and apparatus, industrial machinery, office
appliances, industrial chemicals and cotton manufactures.

Vegetable food products and edible animal products were the principal
groups of imports to show a decline in June, compared with May. Import
commodities the values of which were smaller than in the preceding month
included meats, butter, grains, fodder and feeds, fruits, vegetables, edible
vegetable oils, coffee, tea, spices and sugar. Among the inedible vegetable
products imported, copra declined substantially. Other principal com-
modities showing declines during the month were undressed furs, unmanu-
factured cotton, cotton manufactures, raw silk, woodpulp, newsprint, and
fertilizers and fertilizer materials. Commodities which increased in value
during June included cocoanut oil, palm oil, flaxseed, sisal and henequen
fiber, burlaps, binding twine, lumber, coal, mineral oils, ferro-alloys and
nickel.

Preliminary figures for the mid-year period ending June 30 indicate that
exports decreased slightly in value and quantity, while imports increased
15% in value and approximately the same percentage in quantity compared
with the first half of 1934, These changes in exports and imports resulted
in a substantial reduction in our net merchandise export balance during
1935.

Several factors contributed to the developments which have taken place
during the first six months of this year. There was a large increase in the
imports of foodstuffs, partly as a result of higher domestic prices following
the drought of last year. Tbe marked decline in the volume of our exports
of crude materials, particularly raw cotton, and foodstuffs, including wheat,
meats and fats, may be attributed in part to the influence of the same factors.
There was an increase in imports of crude materials and semi-manufactures
which accompanied the expansion of domestic industrial activity.

Leading the decline in exports during the first half of the year, according
to preliminary figures, was the drop of 21% in quantity and 15% in the
value of our crude material exports. The quantity of the leading export
commodity, raw cotton, dropped 29% and exports of leaf tobacco declined
33%-

Exports of crude foodstuffs and manufactured foodstuffs declined ap-
proximately 40% and 30%, respectively, in quantity in the first half of
1935. Exports of lard, apples, meats, dried and evaporated fruit and wheat
flour showed declines in quantity ranging from 75 to 12%. Wheat exports
were negligible.

The exports of finished manufactures were 10% larger in quantity and
119% larger in value in the first half of 1935 than in the same period of 1934.
A substantial part of this increase was due to larger shipments of auto-
mobiles and machinery. There were also increases in the exports of numer-
ous miscellaneous manufactures, including aircraft, rubber manufactures
(except automobile tires), and advanced iron and steel manufactures.

The quantity of crude foodstuffs and manufactured foodstuffs imported
in the first half of 1935 increased 28 and 16%, respectively, over the first
half of 1034. Grain and feed imports were several times larger and butter
and vegetable oil imports were sharply higher. Sugar imports increased
about one-fourth in quantity and at the same time showed a more regular
movement into United States markets than in the first half of 1934. Among
other foodstuffs imported in larger quantities were fruits, cocoa and coffee.

The quantity of imports of crude materials and semi-manufactures in-
creased 28 and 229, respectively, in the first half of 1935. Imports of
copper, fertilizers, woodpulp, raw silk, unmanufactured wool and tin
showed increases in quantity ranging from 10 to 63%, while the quantity
of crude rubber imports declined 12%. Imports of finished manufacutres
increased approximately 14% in quantity.

MERCHANDISE TRADE BY MONTHS

TOTAL VALUES OF EXPORTS INCLUDING RE-EXPORTS AND GENERAL
IMPORTS

(Preliminary figures for 1935 corrected to July 27 1935)

6 Months Ending June
1935 1934
1,000

Dollars

1,023,981

994,559

29,422

June
Increase(+)
Decrease(—)

1,000
Dollars
—12,072
+130,716

Ezports and Imports
1934

1,000
Dollars
170,519
136,109

1935

1,000
Dollars
170,193
156,756

13,437

1,000
Dollars
1,036,053

863,843

172,210

Exports

Excess of exports
Excess of imports_ ...

Month or Period

1,000

Dollars

249,598
224,346
235,899
215,077
203,970
187,077
180,772
164,808
180,228
204,905
184,256 193,540
192,638 184,070

6 months ending June|1,023,981(1,036,053| 669,329 840,01211,315,967(2,075,717
12 months ending June|2,120,726(2,041,717|1,440,333|1,948,335 3,083,429(4,693,626
12 months ending Dec. 2.132,8001,674,994/1,611,016/2,424,289(3,843,181

Ezports Including
Re-exports

January
February -
184,931
164,188
165,456
170,193

179,427
160,197
170,519
161,672
171,984
191,313
206,413
194,712
170,654

General Imporis—
183,148

174,946

135,520
130,999
131,189
126,522
112,276
110,280
79,421
91,102
08,411
105,499
104,468
97,087

6 months ending June| 994,559( 863,843 592,092 746,786|1,107,151|1,735,985
12 months ending June|1,785,772|1,721,310|1,168,080|1,730,270/2. 32,074|3,848,971
12 months ending Dec. 1.655.055/1,449,559]1,322,77412,090.635 3,060,908

166,859 310,968
152,480
177,325
170,580
170,559
156,756

135,706
132,753
158,105
146,523
154,647
136,109
127,229
119,513
131,658

203,593
208,636
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TOTAL VALUES OF EXPORTS OF U. 8. MERCHANDISE AND IMPORTS
FOR CONSUMPTION

6 Months Ending Juna
1935 | 1934

1,000
Dollars
1,002,989

984,450

June
1935 |

1,000
Dollars
167,226
155,314

Increase) +)
Decrease(—)

1,000
Dollars
—15,1756
-+153,250

Ezports and Imports
1934

1,000
Dollars
167,902
135,067

1,000
Dollars
1,018,164

831,200

Exports (U. S. mdse.)--
Imports for consumption

1933 1930

1,000
Dollars
118,559

106,293

1932

1,000
Dollars

146,906
151,048
151,403
132,268
128,553
109,478
104,276
106,270
129,538
151,035

1931

1,000
Dollars
245,727
220,660
231,081
210,061
199,225
182,797
177,025
161,494
177,382
136:403| 100,339

v 0,339
168,442 128,975| 180,801

6 months ending June|1,002,989(1,018,164| 656,902| 819,656/1,289,511/2,048,166
12 months ending June|2,084,961(2,008,484|1,413,397|1,908,087|3,031,557 |4,617,730
12 months ending Dec. 2,100,135(1,647,220|1,576,151|2,377,982|3,781,172

1934

1,000
Dollars

169,577
159,617
187,418
176,490
157,161
167,902
159,128
169,851
188,860
203,536
192,156

1935
1,000

Month or Pertod

Ezports—U. 8.
Merchandise

270,029

Imports for Con-

316,705
283,713
304,435
305,970
282,474
314,277
218,089
216,920
227,767
105,205 245'4‘3
126,193 127,170/ 95,898 éggtgav

6 months ending June| 984,450| 831,200| 589,954| 742,9951,1 74
12 months ending June|1,789,252(1,674,259(1,172,0511,734,936 2:483332 ;1;'3%'230
12 months ending Dec. 1,636,00311,433,0131,325,003|2.088.455/3,114.077

168,509
152,234
175,454
166,157
166,782
155,314

128,976
125,047
153,396
141,247
147,467
135,067
124,010
117,262
149,893
137,975
149,470

134,311
129,804
130,584
123,176
112,611
112,509

183,284

December-22Sl00i00

GOLD AND SILVER BY MONTHS

June 6 Months Ending June

1935 1934

1,000 1,000
Dollars Dollars
1,226 13,213
805,389 852,387

Increase(+)

Ezports and Imports
Decrease(—)

1934

1,000
Dollars
6,586
70,291

1935

1,000
Dollars

Gold—

Excess of exports

Excess of Imports 230,372 63,705 804,163 839,174

Stlver—
1,717
10,444

2,404 12,232

7.7
91,226 o2

19,365 +71,861

Excess of exports. ...
Excess of imports. ...

Month or

Pertod 1935 1932

1,000 1,000 | 1,000 000
Dollars|Dollars|Dollars|Dollars Dlo'?l?zes Dlo'uars

1,000
Doilars

o Ezports—
aAnuary. .- 14/107,863

46/ 51| 21,521(128,211 ‘-33}) "3};

8,123| 43,909 269 967

193

235

343

August .
September
October...

10,815

3| 93,704|767,838
135,393/1233844
52,759|366,652(809,528

1,226
40,773

12,232
21,059

6 mos. end.June
12 mos. end.June

12 mos.end. Dec. 23,968

16,651

8,380
19,041

_|149,755 128,479
122,817

13,543
148,670
140,065
230,538

19,085
16,351
20,842
11,002
13,501
10,444

ugus

September
October.. B
4| 21,756
December 92,249| 1,687(100,872

6 mos. end.June|805,389|852,387|183,514/147,850| 91,226
12 mos. end.June|1139672]862,071)398,979|520,028/174,587
12 mos.end. Dec. 1186671|193,197|363,315

26,578
35,474
60,225

53,013
102,175

——————

Decrease of 2149 from Year Ago Noted in June Sales
of Chain Stores in New York Federal Reserve
District

Total June sales of the reporting chain store systems in
the Second (New York) District, states the New York
Federal Reserve Bank, “were approximately 2149, below a
year ago, a smaller decrease than in May, and after allow-
ance for one less shopping day this year, sales were slightly
higher than in June of last year. Continuing, the Bank
also had the following to say in its “Monthly Review’ of
Aug. 1:

On an average daily basis, the drug and variety chain stores reported
sizable gains in sales over a year ago, and sales of the ten-cent chains were
slightly higher than last year, following a decline in the previous month.
Average daily sales of the grocery, shoe, and candy chain store systems were
below those of June 1934, but the declines were less than those reported in
May.
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For the first six months of 1935, total sales of the reporting chain stores
were 1.3% below the corresponding period of 1934, as compared with an
increase of 13% between the first half of 1933 and 1934.

From June 1934 to June 1935, the 10-cent, drug, variety and candy
chain systems increased the number of stores in operation, but the addi-
tional stores of these types failed to offset the continued closing of grocery
and shoe chain stores. Consequently, average sales per store of all chain
systems combined make a slightly more favorable comparison with a year
ago than do total sales.

Percentage Change
June 1935
Compared with
June 1934

Percentage Change
Jan.~June 1935
Compared with
Jan~June 1934

Type of Store Sales
per

Store

Number
Total Total

0
Stores Sales

—2.5
—3.5
+1.0
—4.7
+4.2
—0.9

—0.5

Monthly Indexes of Federal Reserve Board for June

Under date of July 26 the Federal Reserve Board issued as
follows its monthly indexes of industrial production, factory
employment, &e.:

BUSINESS INDEXES
(Index Numbers of the Federal Reserve Board, 1923-25=100) a

Adjusted for
Seasonal Variation

Without
Seasonal Variation

June
1935

May
1935

June
1934

June
1934

May
1935

June
1935

General Indezes—
Industrial production, total 85 784
Manufactures 84 83
inerals

p86 | 87 | 84
784 | 87 | 784
97 | 88 | 87

233
226
- g 40
Factory employment._c 4 . 2+ L0l
Factory payrolls.c._ a ol
Freight-car load| 63
De}?ardm;zm. s}g;: sales, value

roducltion Zes

T i by Groups and
Manufactures:

Food products.
Automobiles.

Petroleum refining. ___

Rubber tires and tubes.

Tobacco manufactures
Minerals:

Bituminous coal

Anthracite

Petroleum, crude. .

Iron Ore.

» Preliminary. 7 Revised.

a Indexes of production, car loadings, and department store sales based on daily
averages. b Based on three-month moving average of ¥, W. Dodge.data centered
at second month. ¢ Indexes of factory employment and payrolls without seasonal
adjustment compiled by Bureau of Labor Statistics. Index of factory employment
adjusted for seasonal varlation compiled by Federal Reserve Board. Underlying
tigures are for payroll period ending nearest middle of month. June 1935 figures
are preliminary, subject to revision.

FACTORY EMPLOYMENT AND PAYROLLS—INDEXES BY GROUPS
AND INDUSTRIES. (1923-25=100) a

Employment Payrolls

Adjusted for Sea-|\Without Seasonal|Without Seasonal
sonal Variation Adjustment Adjustment
Group and Industry

June
1935

June|
1934

June
1935

May
1935

172.4

June
1034

May
1935

June
1934

June,
1935/

May
1935

Iron and steel
Machinery
Transportation equipm
Automobiles vl el
Rallroad repair shops
Non-ferrous metals. ___
Lumber and products_
Stone, clay and glass__
Textiles and products.
A. Fabrics
B. Wearing apparel .
Leather products. . _
¥ood products____
Tobacco products._ __
Paper and printing
Chemicals & petroleum prods.
A. Chemicals group except.
petroleum refining
B. Petroleum refining
Rubber products.

76.4
80.8
795.6
106.8
§ 3.6] 59.8
3 4| 75.9
48, 50.0
55.6 57.1
90.3 90.9
89.4 .0| 89.9
88.3| 95.3| 89.3
82.6({786.7| 87.7
98.0] 95.1/105.1
57.9] 56.6| 62.4

5| 95.6] 96.5( 94.7
108.9/107.3|108.0{104.5] ¢

108.4/106.4/108.0/102.9
110.4(111.0{108.3|111.4
83.2| 79.7|781.3| 85.6
r81.5| 79.7|781.1|781.1 68.5]

a Indexes of factory employment and payrolls without seasonal adjustment com
piled by Bureau of Labor Statisties. Index of factory employment adjusted for
seasonal varlation compiled by Federal Reserve Board. Underlying tigures are for

payrolls period ending nearest middle of month, June 1935 figures are prelimlnary,
subject to revision. r Revised.

—_———

Summary of Business Conditions in United States by
Federal Reserve Board—Incréase Noted in Indus-
trial Production in June

“Factory employment declined seasonally in June, while
output of mines increased,” said the Federal Reserve Board
in its summary of general business and financial conditions
in the United States, based upon statisties for June and the
first three weeks of July. ‘“Employment and payrolls at
factories showed more than seasonal declines,”” according to

.5{r58.5
67.8
94.2

105.1

r71.5
84.9
94.0
105.9

4

794.1
2|796.8
766.5
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the Board, which said that “there was little change in the
average level of wholesale prices, and a decrease in retail
food prices.”” The Board’s summary, issued July 26, fol-
lows:

Production and Employment

Daily average output at factories, according to the Federal Reserve
Board’s production index, declined by about the usual seasonal amount
during June. Output of mines increased and the Board's combined index
of industrial production, which is adjusted for usual seasonal changes,
advanced from 85% of the 1923-1925 average in May to 86% in June.
Daily average output of automobiles and lumber increased in June, while
activity at cotton mills, shoe factories, and meatpacking establishments
declined. Activity at steel mills declined seasonally during June, but,
according to trade reports, increased after the first week of July. There
were sharp increases in the production of anthracite and bituminous coal
during June and output of crude petroleum was also larger than in May.

Factory employment and payrolls decreased between the middle of May
and the middle of June. More than seasonal declines in employment were
reported by producers of automobiles, clothing, shoes and cotton fabrics,
and employment at lumber mills also decreased, while the number of work-
ers at woolen mills increased. In most other manufacturing industries
changes in employment from May to June were largely seasonal in character.
Employment and payrolls at mines increased considerably.

Daily average construction contracts awarded, according to reports of
the F. W. Dodge Corp., were larger in value in June and the first half of
July than in May. Awards of residential building contracts were twice as
large as a year ago, while contracts for public projects continued smaller
than last year.

The Department of Agriculture July 1 estimates forecast corn and wheat
crops larger than a year ago, but smaller than the five-year average for
1028-1932. Acreage of cotton in cultivation on July 1 was reported as
about 5% larger than at the same time last year.

Distribution

Daily average loadings of freight on railroads increased during June,
reflecting larger shipments of coal. Daily average value of department
store sales showed little change from May to June, when a decline is usual,
and the Board's seasonally adjusted index advanced from 76% of the 1923-
1925 average to 80%.

Commodity Prices

‘Wholesale prices of farm products and foods declined during June, while
the prices of other commodities as a group showed little change. Retail
prices of food, which had increased sharply in the two years ending last
April, according to the index of the Bureau of Labor Statistics, declined
somewhat in May and June.

Bank Credit

Member bank reserve balances with the Federal Reserve banks and
excess reserves showed declines for the four weeks ended July 17, reflecting
in large measure an increase in the balance of the Treasury with the Federal
Reserve banks following a sale of Treasury notes.

Total loans and invesments of reporting banks in leading cities increased
by $260,000,000 during the five-week period ending July 17. Subscrip-
tions by reporting banks to new security offerings by the Treasury exceeded
retirement of bonds held by these banks, and consequently their holdings
of direct obligations of the United States increased by $200,000,000 Hold-
ings of other securities increased by $125,000,000, while loans declined by
$60,000,000. Government deposits with these banks were reduced by
over $200,000,000, while other deposits, exclusive of interbank balances,
showed an increase of a similar amount.

Yields on Government securities declined slightly during this period, while
other short-term open-market money rates remained at low levels.

PR

Business Conditions in Philadelphia Federal Reserve
District—Further Decline Noted in Industrial Ac-
tivity

In its Aug. 1 “Business Review’’ the Philadelphia Federal

Reserve Bank states that “‘industrial activity in the Third

(Philadelphia) District generally has deelined further, after

increasing for three months ended in April. Output of manu-

factures and erude oil during June,”” the Bank said, “fell off
by a larger volume than usual while production of coal
showed an exceptional increase over the May volume.”

The Bank added in part:

The June output of these three industries combined was still larger than
a year ago, and the rate of productive activity continued about 49 higher
in the first half of this year than last and was the highest for that period
since 1931. Some improvement also was evident in the activity of building
and censtruction, though the present level continues very low compared
with that prevailing in the years prior to 1931.

Retail trade sales in June showed a considerable improvement over May
and in July the dollar volume compared well with a year ago. Trading at
wholesale in general failed to maintain the normal seasonal rate of activity.

Manufacturing

The market for manufactures shows additional slackening as it usually
does at this season. Sales have fallen off since the middle of last month,
except in the case of wool and silk manufactures and some of the metal
products. Compared with a year ago, the volume of business has been
well maintained and in the case of covton, wool, clothing, shoes. chemicals,
brick, lumber, plumbing supplies and certain fabricated metals sales have
continued larger. The volume of unfilled orders for finished products
generally about the middle of July seemed to have exceeded that at the
same time last year by a fair margin.

Output of factory products in this district during June declined from the
May volume by a larger proportion than usual, following a rise for three
months from February to April. Relative to the 1923-25 average as a base,
this Bank'’s preliminary index of productive activity, which is adjusted for
the number of working days and seasonal variation, was 69 as compared
with 73 in May, 74 in April, and 70 in June last year. The rate of factory
production in the first six months of this year averaged 5% higher than
in the same period last year.

The decline in the output of the durable goods industries in June was
somewhat more pronouncad than that in consumers’ manufactures, owing
partly to curtailed operation of shipbuilding through prolonged labor dif-
ficulties and partly to lessened activity of steel works and rolling mills,
electricial apparatus plants, and establishments producing chiefly locomo-
tives and cars. Nevertheless, latest reports seem to indicate that there
exists at present well sustained or more active forward demand for certain
heavy products including tools and machinery from such industries as
automotive, railroads, farm equipment and manufacturing.
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Wholesale and Department Store Trade in Chicago
Federal Reserve District During June—Mid-West
Distribution of Automobiles Up Slightly

According to the Federal Reserve Bank of Chicago varying
trepds prevailed during June in reporting wholesale groups,
while department store trade declined 4% during the month
from May.

As to trade at wholesale in the Seventh (Chicago) District
the Bank had the following to say in its “Business Conditions
Report’’ of July 31:

Grocery sales declined slightly from May and electrical supply sales
dropped off 8%, both recessions being counter-seasonal, and for the second
successive month the aggregate volume sold in the former group was below
the corresponding month a year ago. The drug trade experienced a decline
of 6149% from the preceding month, as against practically no change in
the 1925-34 average for the period, but sales continued to exceed those of a
year previous. The wholesale hardware trade reported a favorable month,
sales increasing fractionally over May, as compared with an average decline
for the month of 1%, and totaling almost 25% heavier than in June last
year. In the first semester of 1935, wholesale grocery sales little than
equaled those for the same period of 1934, while gains of 9, 11, and 14%
were shown in this comparison in the drug, electrical supply, and hardware
trades, respectively. Ratios of accounts outstanding acv the end of June
to net sales during the month were higher in all groups than a month pre-
vious, but were lower than a year ago.

WHOLESALE TRADE IN JUNE 1935

Per Cent Change
from Same Month Last Year Ratto of
Accts. Out-
standing to

Net Sales
84.1

Col~
lections

Accts. Out-|

Net
| standing

Sales

—12.2
+23.9

Stocks l

Grocerles

Hardware.
DIgB s c-tnaana +12.8
Electrical supplies +1.0

In reporting on department store sales the Bank said:

Department store trade in the Seventh District declined 4% in June from
the preceding month, the recession being slightly less than average for the
month, and totaled 7% heavier than in the month last year. Although
there were five Saturdays in June, there was one less trading day than in
May and also one less than in June 1934, so that daily average sales de-
creased only 1% from a month previous and were 11 9% heavier than a year
ago. Chicago furnished an exception to the general trend in the monthly
comparison, total sales by stores in that city expanding 5% over the May
volume. Detroit stores recorded the heaviest recession from the preceding
month, with a decline in sales of 15%, while Indianapolis trade dropped off
1034 %, Milwaukee trade decreased 23§ %, and sales by stores in smaller
centers were 6% less than a month previous. Stocks on hand declined
seasonally during June and continued to total somewhat below the level
of 1934; stock turnover in the first six months of this year was slightly
greater than in the same period last year.

DEPARTMENT STORE TRADE IN JUNE 1935

P.C.Change.
1st Semester
1935 from
SamePertod,
1934

Ratto of June
Collections
to Accounts
Qutstanding

End of May

Per Cent Change
June 1935

Jrom
June 1934

Stocks End|
of Month

—2.3

Other cities. .-
Seventh District. ...

Although sales of shoes by reporting dealers and department stores fell
off counter-seasonally 12% in June from May, the volume sold exceeded
by 9% that of June a year ago, and in the six months of 1935, sales totaled
5% heavier than in the first half of last year. Stocks were 12% lower at
the close of June than a month previous, but were 29, larger than on the
corresponding date in 1934.

Sales of furniture and house furnishings by dealers and department stores
dropped 23 % in June from the preceding month, as compared with a decline
in the 1927-34 average for the month of 24}6%. The dollar volume sold
totaled 19% larger than in June last year, which gain is the largest to be
recorded over a year ago so far in 1935; instalment sales by dealers in-
creased 23% in this comparison. A decline of 4% from May and of 44 %
from a year previous was shown in stocks on hand at the close of June.

From the Bank’s review we take the following regarding
the distribution of automobiles in the Middle West:

It will be noted in the table [this we omit, Ed.] that following two succes-
sive months of decline, retail sales of new automobiles by reporting dealers
in the district showed a small expansion in June; also, that sales by both
dealers and distributors totaled substantially larger in the first half of 1935
than in the same period of 1934, used car sales, however, failing to show
as heavy a gain as did those of new cars. Furthermore, stocks of used
cars averaged over half again as large in number this year as for the first
six months last year, while new car stocks have been slightly less in number
than a year ago. No change was recorded between May and June in the
ratio to total sales of those made on the deferred payment plan, the per-
centage being 46% in each month and comparing with 53% for June last
year.

—_—

Business Conditions in Boston Federal Reserve Dis-
trict—Activity Showed Moderate Seasonal Decline
Between May and June

According to the Aug. 1 “Monthly Review” of the Federal

Reserve Bank of Boston “the level of general business activity

in New England declined moderately between May and June

although the decrease was largely of seasonal character.”

The following is also from the review:

A small gain in the volume of building contracts awarded was offset by
decreases in cotton consumption and boot and shoe production.
The amount of raw cotton consumed by mills in New England during

June was 55,152 bales, as compared with 66,249 bales in May and 59,851

bales in June a year ago. During the first six months of 1935, cotton con-
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sumption in this District amounted to 430,427 bales, as compared with
513,387 bales in the corresponding period of 1934. The amount of cotton
consumed during the first six months of 1935, was approximately 16% less
than in the first six months of last year. . . .

Between May and June there was a decline of 2.3% in the number of
wage earners employed in representative manufacturing establishments in
Massachusetts, a decrease in the amount of aggregate weekly payrolls of
2.49 and a decline of 0.2% in average weekly earnings per person employed,
according to the Department of Labor and Industries. The decrease in
employment was slightly greater than the average decrease during the 10-
year period, 1925-1934, while the decline in aggregate weekly payrolls was
the same as the average for the past ten years. The declines, therefore,
would appear to have been of seasonal nature. The largest declines both
in number of wage earners and amount of payrolls occurred in the boot and
shoe industry. . . .

In June the sales volume of 940 retail concerns in 78 cities and towns in
Massachusetts amounted to $19,905.029, as compared with $20,504,967
in June last year, a decrease of 3%.

—_—

Business Conditions in Cleveland Federal Reserve Dis-
trict—Upward Trend Noted Latter Part of June
and First Three Weeks of July

The trend of general business in the Fourth (Cleveland)
District in the latter part of June and the first three weeks of
July, said the Federal Reserve Bank of Cleveland, “‘was
slightly upward following a period (most of the second
quarter) in which operations, in the major lines at least,
were receding.” The Bank also had the following to say in
its “Monthly Business Review’’ of July 31:

The recent increase was favorable in at least two respects; it occurred at
a season of the year when little change is expected and it was not confined
to any particular line. Whereas a major share of iron and steel production
in the first half of 1935 was taken by the automobile industry, the spurt in
mill operations at the start of the third quarter was reported to be the result
of a general demand for steel products of nearly all sorts, with the automobile
industry not the dominant factor, in the situation. . . .

Plants in this District engaged in supplying materials to the automobile
assembly factories reduced operations in June and the first half of July,
although in some cases the drop was less than seasonal. Retail demand for
automobiles has held up better than expected, according to reports, and
re-orders have been necessary in several instances. Retooling programs in
preparation for the new models have stimulated operations at local machine
tool factories considerably. New orders in June were reported to be larger
than in five years.

Tire production was down seasonally and inventories of finished tires
are large. Glass production in June held up quite well, partly so that in-
ventories reduced in the second quarter could be replenished, but operations
at china and pottery plants were down. Coal production, which increased
sharply in June, was drastically curtailed in early July. Most clothing
factories were operating at or near capacity levels turning out fall clothing,
and activity at shoe plants increased.

Employment and payrolls declined in this section in June by slightly
more than the usual amount.

Retail trade in this section increased contrary to seasonal tendency in
June after being in limited volume in May, and preliminary reports indicate
that the improvement continued in the first half of July. Dollar sales of
reporting department storesin this district in June were 2.8% larger than
in the corresponding month of 1934 and the adjusted index rose eight points
from May. Sales in the first half-year were 1.39% larger than in the same
period of the previous year. Wholesale trade lagged in June.

Agricultural conditions in this District in early July were quite favorable
and wheat crop prospects were much better than average. Total indicated
yield .of other crops were affected by the AAA program, but they were
much larger than a year ago.

So far as the first half of 1935 is concerned it seems that a slight gain in
general business from the same period of 1934 has occurred in this District,
the sharp increase in the automobile and allied industries more than off-
setting the declines in other lines.

—_——

Industrial Situation in Illinois During June Reviewed
by Illinois Department of Labor—Employment
Declined Slightly While Payrolls Increased

Summaries of reports from 4,329 manufacturing and non-
manufacturing enterprises in Illinois, said Peter T'. Swanish,
Chief of the Division of Statistics & Research of the Illinois
Department of Labor, ‘“‘show a decline of 0.7 of 1% in the
number of persons employed in June and an increase of less
thandO.l of 1% in the total wages paid.”” Mr. Swanish
stated:

For the 12-year period, 1923-1934, inclusive, the records of the Division
of Statistics and Research show that the average May-June change in
employment was an increase of 0.2 of 1%, while the average change in total
wage payment was an increase of 0.8 of 1%. Thecurrent May-June change
in employment thus represents a reversal of seasonal trend, while the per
cent change in payrolls is less than the 12-year average per cent increase.

The June indexes of employment and payrolls in com-
parison with the same month of last year, according to Mr.
Swanish, ‘‘represent a somewhat higher level of economie
activity. The index of employment for all reporting in-
dustries rose from 72.7 in June of 1934 to 73.5 in June of this
year, while the index of payrolls advanced from 54.6 to 57.1,
respectively.”” In his review, issued July 26, Mr. Swanish
continued:

Changes in Employment and Wages Paid, According to Sex

Reports from 3,664 industrial enterprises, which designated the number
of employees by sex, showed a decrease of 0.5 of 1% in the number of male,
and a decline of 1.8% in the number of female employees. The changes in
employment, when examined according to sex, exhibit differences in
cyclical behavior. :

Total wages paid male workers in the 3,664 industrial enterprises which
showed changes in payrolls by sex, decreased 0.2 of 1%, while wages paid
female workers declined 0.5 of 1% during June in comparison with May.

In the manufacturing group of industries, with 1,899 reporting concerns,
the number of male and female workers decreased 2.0% and 2.5%, re-
spectively. Total wages paid male workers decreased 1.7%, while wages
paid female workers declined 1.1% during the May-June period.

The non-manufacturing group of industries, 1,765 reporting concerns,
showed an increase of 3.5% in the number of male workers, but a decrease
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of 0.8 of 1% in the number of female workers employed. Total wages paid
both male and female workers increased 3.1% and 0.2 of 1% respectively.
Changes in Man-hours During June in Comparison With May

Man-hours worked were reported by 2,955 industrial enterprises. For
male and female workers combined, in all reporting industries, the total
number of hours declined 0.5 of 1%. Total hours worked by male and
female workers during June in comparison with May declined 1.0% and
2.29 respectively,

In the manufacturing industries, 1,649 concerns reported man-hours
worked by both sexes combined, and in these enterprises the total hours
worked were 1.8% less in June than in May.

Hours worked in 1,609 manufacturing plants, reporting man-hours for
male and female workers, separately, declined 2.7% for male workers and
3.2% for female workers. In the non-manufacturing group, 1,306 estab-
lishments reported an increase of 2.1% in total man-hours worked by male
and female workers combined. Within this group of industries, 1,186 firms
showed increases of 4.1% and 1.5% in the total number of man-hours
worked by male and female workers, respectively..

Average actual hours worked by 344,868 wage earners in the 2,955
industrial enterprises reporting man-hours increased from 37.4 in May to
37.5 in June, or 0.3 of 1%. In manufacturing plants the hours increased
from 36.4 in May to 36.6 in June, or 0.5 of 1%. In non-manufacturing
plants, the average number of hours worked per week during June was 39.2,
o 0.8 of 1% less than in May,

—_——

Lumber Production Almost at Year’s Peak—ShAipments
and New Business Increase

Lumber production during the week ended July 20 was the
heaviest of any week to date of 1935 except one; shipments
and new orders continued their upward trend and were
highest since May. Shipments were 8% below output; new
business was 119, below. Total production of reporting
mills was 36% above corresponding week of last year;
shipments were 5G9, and new business 459% heavier than
during the 1934 week. However, many small mills, active
last year, are idle this year or are operating intermittently.
The comparisons here shown are based upon reports to
the National Lumber Manufacturers Association from
regional associations covering the operations of 630 leading
hardwood and softwood mills. During the week ended
July 20 these produced 191,969,000 feet; shipped, 177,342,000
feet; booked orders of 170,484,000 feet. Revised figures for
the precgdmg week were: Mills, 647; production, 185,396,000
feet; shlpplents, 176,581,000 feet; orders, 161,966,000 feet.
The Association’s report further showed :

West Coast, Northern hemlock and Northern hardwood were the only
regions that reported orders above production during the week ended
July 20. Total softwood orders were 11% below production; hardwood
orders, 16% below hardwood output. Softwood shipments were 8% below
production. All regions reported orders and all reported shipments above
those of corresponding week of 1934 ; softwood orders showed gain of 44% ;
hardwood orders, gain of 679 over last year’s week.

Percentage of unfilled orders to stocks on July 20 was 22, compared
with 156 at the beginning of 1935 and 19 at the end of the first quarter,
Identical softwood mills reported unfilled orders on July 20 as the equiva-
lent of 32 days’ average production and stocks of 134 days’ production,
compared with 27 days’ and 162 days’ a year ago.

Forest products car loadings totaled 28,416 cars during the week ended
July 20 1935. This was 1,792 cars above those loaded during the preced-
ing week; 6,345 cars above corresponding week of 1934, and 790 cars
below similar week of 1933,

Lumber orders reported for the week ended July 20 1935 by 536 softwood
mills totaled 160,244,000 feet, or 11% below the production of the same
mills. Shipments as reported for the same week were 165,930,000 feet, or
8% below production. Production was 179,732,000 feet.

Reports from 118 hardwood mills give new business as 10,240,000 feet,
or 16% below production. Shipments as reported for the same week were
11,412,000 feet, or 79% below production. Production was 12,237,000 feet.

Unfilled Orders and Stocks

Reports from 727 mills on July 20 1935 give unfilled orders of 825,572,000
feet and gross stocks of 3,827,186,000 feet. The 519 identical softwood
mills report unfilled orders as 736,507,000 feet on July 20 1935, or the
equivalent of 32 days’ average production, compared with 633,106,000 feet,
or the equivalent of 27 days’ average production on similar date a year ago.

Identical Mill Reports

Last week’s production of 525 identical softwood mills was 175,776,000
feet, and a year ago it was 128,384,000 feet; shipments were, respectively,
163,936,000 feet and 105,445,000 feet, and orders received, 158,426,000
feet and 110,067,000 feet. In the case of hardwoods, 112 identical mills
reported production last week and a year ago 12,117,000 feet and 9,958,000
feet ; shipments, 11,382,000 feet and 6,668,000 feet, and orders 10,240,000
feet and 6,131,000 feet,

—_————

Farmers Cash Income in June Below May But Above

June Year Ago According to Bureau of Agricultural
Economics

Cash income to farmers from sales of farm products and
from Government rental and benefit payments was $487,-
000,000 in June, compared with $519,000,000 in May, and
$451,000,000 in June 1934, according to the Bureau of
Agricultural Economics, United States Department of
Agriculture. In an announcement issued by the Agriculture
Department July 27 it was also stated:

I Income from farm products alone was $438,000,000 in June compared
with $483,000,000 in May and $422,000,000 in June 1934. Rental and
benefit payments totaled $49,000,000 in June, compared with $36,000,000
in May, and with $29,000,000 in June last year.
 The Bureau has revised its estimates for the first six months of this year.
Cash income from sales of farm products during this period are estimated
at $2,670,000,000 compared with $2,466,000,000 in the first six months of
1934. Rental and benefit payments from Jan. 1 to June 30 this year totaled
$305,000,000 compared with $150,000,000 in the same period last year.
Income from marketings of farm products in the second half of 1935 is
expected to exceed somewhat that of the latter half of 1934, but rental and
benefit payments may be less, so that the total from both sources is likely
to be about the same as last year,
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A tentative estimate by the Bureau puts the total income from marketings
and Government payments at about $6,700,000,000 for 1935, compared
with $6,387,000,000 in 1934.

—_—
Crop Report of Bank of Montreal—Further Deterior-
ation Noted During Past Week

“With the intense humidity and extreme heat which have
been conducive to a rapid development of rust in Manitoba
and Saskatchewan and with extensive areas of Alberta and
Saskatchewan suffering from lack of moisture, crops in the
Prairies of Canada generally have shown further deterioration
during the past week,” according to the weekly crop report
of the Bank of Montreal, issued Aug. 1. The report con-
tinued:

In Quebec, with weather conditions generally favorable, crop prospects
are satisfactory. Hot weather in Ontario has helped field crops to mature
rapidly and threshing of fall wheat has commenced. Yields of from 20 to 40
bushels per acre are reported, with quality below expectations. Throughout
the Maritimes, conditions generally are satisfactory, but while recent rains
have improved pastures, warm dry weather would now be beneficial to
crops as a whole.

In British Columbia the continued warm weather has benefited crops
generally and the outlook is more favorable than it was a month ago,
Except on Vancouver Island, moisture conditions are satisfactory.

—_—
Hearing on 1935 Beet Sugar Market Quotas to Be
Held at Omaha, Neb., Aug. b

The Agricultural Adjustment Administration announced

July 27 that a public hearing on the adjustment of the
1935 beet sugar marketing allotments to processors will
be held Aug. 5 at Omaha, Neb., at the Hotel Paxton, be-
ginning at 9.30 o’clock. The Administration said:
* The allotments, which allocate the continental beet sugar quota to pro-
cessors, were announced May 13, in Continental United States Beet Sugar
Order No. 6. The order provided for hearings if such hearings are desired
by persons affected.

The hearing will receive testimony from interested parties on the appli-
cations of the Amalgamated Sugar Co., Ogden, Utah; the St. Louis Sugar
Co., St. Louis, Mich.; the Great Lakes Sugar Co., Detroit, Mich., and
others, for adjustment of their 1935 marketing allotments.

Any grower of sugar beets or any processor of sugar manufactured from
sugar beets produced in the continental United States who considers him-
self aggrieved by the allotment made to him, may appear at the hearing

to present evidence.
—_—

Need for Further Cut in Refinery Output Held Essen-
tial to Stability of Prices—Outlook for Third
Quarter Earnings Good If Prices Hold—Institute
Gets Arnott Group’s Outline for New Marketing
Code—U. S. Natural Gas Reserves Estimated at
76 Trillion Cubic Feet.

™ Consumption of gasoline is being sustained at comf ortably

high levels, but production has not as yet been brought down

to a point at which the threat of possible disturbance to the
price structure is convincingly removed, in the judgment of
oil industry officials.

Large-scale consumption has resulted in substantial with-
drawals from surplus stocks in storage during the past fort-
night, but the re(S’uction, normally high at this season of the
year, is not fully up to the shrinkage shown for the corre-
sponding period in 1934.

During the last two weeks, statistics compiled by the
American Petroleum Institute show, gasoline stocks in stor-
age haye been reduced to the extent of 1,497,000 barrels, of
which 590,000 barrels was accounted for in the past week.

But data shows that between June 29 and July 27 last,
surplus stocks in storage have been reduced by only 1,850,000
barrels which is substantially less than the shinkage of 2,808,-
000 barrels shown for the corresponding period in 1934.

Runs of crude to refineries last week reached a new peak
for the year revealing a rise of 65,000 barrels on the average
daily. This further expansion came on the heels of a rise of
75,000 barrels for the preceding week. Coincidentally out-
put of motor fuel made by cracking expanded further.

The situation is best pictured, perhaps when it is realized
that despite the relatively high rate of crude production, it
has been necessary to reduce stocks in storage quite sub-
stantially in order to provide for the needs of refineries at
their recent pace.

Stocks of gasoline in storage at refineries, in bulk terminals
and pipe-lines, as of the end of last week were calculated
by the American Petroleum Institute as 48,157,000 barrels.

Leadersin the industry, acecording to advices from Chicago,
are convinced that the industry, if it can fully maintain its
present price structure over the ensuing two months, will
stand a chance of coming through the current quarter with
substantially larger profits than in the second quarter and
possibily above those for the corresponding period in 1934.

It is pointed out in that respect that earnings of integrated
companies in the September quarter of 1934 were, excluding
the California units, “less favorable than in the same period
of 1933, the latter period having been marked by a sharp
lift in profits on recovery from a very poor initial half year
in that period.

Gasoline price-cutting, it is recalled, was in full swing
east of California in the final half of last year. At the
moment the retail and wholesale gasoline price schedules
are quite as favorable as at any time this year. Prices on a
tank-car basis are practically at the peak for 1935 to date
and materially above those for a year ago.

n the basis of 50 regresentative cities, retail quotations
are slightly below the best levels of the year and a trifle




666
under the range of a year ago also. But as an offset to the
slichtly lower prices ruling at service stations gallonage
has expanded measurably, notably over the past fortnight.

Favorable weather conditions after a poor spring and early
summer in that respect, have been an influence back of the
recent bulge in gasoline consumption. July now promises
to have witnessed the establishment of a new monthly record
for gallonage consumed.

Major companies as a whole, perhaps, have not been
securing their full share in the inereased volume of business
available. But it is indicated that in a general way their
gallonage is running comfortably ahead of a year ago.

The big companies have been hurt by the renewed out-
burst of price competition at many large marketing points,
notably Chicago, where slashing of prices again has been
resorted to, with the majors refraining from moving to meet
such cuts in an effort to hold the market. As a consequence
they have probably suffered a loss of some of the potential
gallonage which might have been available at lower prices.

Most of the reports coming to hand for the second quarter
have thus far made favorable comparison with results ob-
tained in the corresponding period last year. Standard Oil
Company of California, for example, reported net profit after
all taxes and charges, was $5,692,120 equivalent to 43 cents
a share on the capital stock. This compared with net of
$4.891,022 or 37 cents a share in the March quarter and with
$4.017,243 or 31 cents a share in the second quarter of 1934.

Panhandle Producing and Refining eut its loss for six
months ended June 30 to $13,318 contrasted with $84,335
in the first half of 1934, while Continental Oil showed a net
profit for the quarter of $2,192,889 equal to 44 cents a share
compared with $1,165,829 equal to 25 cents a share in the
June quarter a year ago.

Shell Union Oil Co. had a June quarter profii of $1,649,775
leaving a balance of $4.12 a share on the 5149, preferred,
contrasted with a loss of $397,591 in the second quarter last
year.

The Texas Railroad Commission, it was stated from Austin
on July 31, has set August 19 as the date for public hearing
on the adjustment of production allowables for both oil and
gas for September.

Such changes as may be in prospeet in market demand will
be indicated by purchasing companies, when they submit
their nominations to purchase, to the commission in advance
of the hearings.

Currently it is indicated that there will be no increase in
the prevailing allotment of 1,001,427 barrels daily but with
the approach of cold weather, provision will be made for
large-scale increases in natural gas allowables.

The commission also proposes to sit on Aug. 5 next to
consider means for locating or “spotting’’ numerous wildeat

or unlicensed pipe lines which it is alleged are operating

in many parts of the East Texas Field. It is through such
lines that most of the “hot’’ oil is moved. Plans for destruc-
tion of such lines when uncovered are being considered.

From Austin, Texas, it was reported that Judge Robert
J. MeMillan of the Federal District Court at San Antonio
had rendered a ruling upholding the new law which provides
for the proration of natural gas.

The Railroad Commission learned that he has refused to
grant the application of the Henderson Cqmpany of Sanford
for an injunction restraining the Commission from enforeing
its recent proration order as to its gas production.

The Distriet Court at Austin has ordered the confiscation
and sale by the State of 450,000 barrels of fuel oil stored in an
earthen pit in the East Texas field. ;

The order was issued against the Gilliland Refining Co.
and J. K. Murphey. The storage pit, second largest in the
field, was ordered destroyed by the Court. T

Natural gas reserves of the United States are estimated
at 75 trillion cubic feet in a volume entitled “Geology of
Natural Gas,”” published by the American Association of
Petroleum Geologists, Tulsa, Okla. !

This volume comprises a symposium of 38 technical papers
prepared by 47 authors, only two of which have previously
been published. It presents a detailed record of the present
geologic knowledge of natural gas.

Of the total estimated reserves considered recoverable in
the future, upward of 34 trillion cubic feet are held to be in
California alone. It is caleculated that the present combined
open flow daily capacity of natural gas wells in the United
States is in excess of 55 billion cubie feet. This compares
with estimated daily consumption in 1933 of 4,278 billion
cubie feet.

Ernest O. Thompson, chairman of the Railroad Commis-
sion refuted strenuously during the week, reports that insta-
bility in the oil industry in that State was the cause of current
unrest in the market.

Speaking before a special committee of the legislature,
investigating conditions in the Hast Texas Field, the Commis-
sioner asserted that the unrest is caused by rumors of a profit
cut coming out of New York for the past sixty days.

“For fifty years before State control of the oil business,”’
the chairman declared, ‘“the prineipal profits of the big
companies were made by reducing prices, after emptying
their storage tanks, that they might fill them again with
cheap oil, and incidentally acquire valuable oil properties at
sacrifice prices from independents whose distress had been
caused by the low price.
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“Some will never be satisfied until they can return to this
predatory system, profiting from the misery of the weak."”

Secretary of the Interior Harold L. Ickes who had hereto-
fore expressed confidence that the Thomas 01l bill, designed
to permit Federal jurisdiction over crude production, would
be passed at this session of Congress is not so sanguine now.
He declared the other day, ‘I don’t know if it will be enacted
by this Congress.”

At the same time he laid a decline in the value of oil stocks,
estimated at $700,000,000 to $800,000,000 to the abandon-
ment of Federal legislation in consequence of the Supreme
Court’s NRA decision. Recalling how he championed
United States regulation added, “this might be an indica~
tion that I wasn’t far wrong.”

Prices of Typical Crudes per Barrel at Wells

(All gravities where A. P. 1. degrees are not shown)
Bradford; P8 .- ccectcrcotans=—an $1.95 | Smackover, Ark., 24 and over
Lima (Ohlo Oil Co.) Eldorado, Ark., 40
Corning, Pa Rusk, Tex., 40 and over
Ilinois . . .. - - 1.12|Durst Creek . _._.__.
Western Kentucky.- - - 1.13 | Midland District, Mich_
Mid-Cont., Okla., 40 and above.-- 1.08 | Sunburst, Mont__ .
Hutchinson, Tex., 40 and over. .81 | Santa Fe Springs, C
Spindletop, Tex., 40 and over. 1.03 | Huntington, Calit
Winkler. TeX: e aesnnaaanans .75 | Petrolia, Canada._ _ _

Directors of the American Petroleum Institute meeting
on Thursday last accepted the report of C. E. Arnott, Vice-
President for refining, on the projected marketing code
which the Institute proposes to submit to the Federal Trade
Commission.

While full details are not yet available, it is understood
that the new setup represents an elaboration and moderniza~
tion of the current oil marketing code which the Commission
already has sanctioned.

Belief among leading oil men is that the Institute’s direc-
torate will accept the draft of the revised code. Adoption
by the Institute was followed by plans for its presentation
to the marketing branch of the industry throughout the
country for approval.

This would involve a series of meetings at the several
key marketing points throughout the country next month to
allow for full and mature consideration of the proposal.

Three new directors were added to the Institute's board
to fill vacancies caused by deaths and resignations. .
Berg, Vice-President of the Standard Oil Co. of California
was elected to succeed Oscar Sutro of the same company,
deceased. Torkidd Rieber, Vice-President of the Texas Co.
was named to succeed C. B. Ames, deceased, former chair-
man of the Texas Co. and T. P. Thompson, Jr., President
of the Pennsylvania Grade Crude Oil Assn., was elected to
succeed Ralph Zook, resigned.

The week brought to conclusion one of the biggest oil
deals negotiated in the last few years when it was announced
that the Stanolind Oil & Gas Co. of Tulsa, had purchased
the Yount-Lee Oil Co. of Beaumont, Texas., for a considera-
tion reported approximating $46,000,000.

This sale had been under negotiation on several different
oceasions during the last six or eight months, but apparently
the participants were unable to reach common ground
until now.

Wright Morrow, Houston attorney, who served as one of
the negotiators for the two companies, announced the deal,
pointing out that it was the largest sale in the history of
Texas oil.

Tinal details were ironed out at midweek when officials of
both companies and their legal aids engaged in a long con-
ference at Houston. Mr. Morrow purchased all the capital
stock of the Yount-Lee and then sold all the oil producing
and transportation properties to Stanolind, the producing
subsidiary of the Standard Oil Company of Indiana.

The Yount-Lee was slated to wind up its affairs im-
mediately and supervision of the producing and transporta-
tion properties passed to the Stanolind on Thursday. The
capital stock was acquired from Mrs. Pansy Yount, widow of
the late M. Frank Yount, organizer of the company; J. H.
Phelan and members of his family together with other Beau-
mont and Houston interests.

Roger Guthrie was named president of the company im-
mediately after the change in ownership had been accom-
plished. = He and the new directors will negotiate the closing
out of its business.

Announcement was made from Oklahoma City on July 27
last that the Corporation Commission will reduce the State’s
allowable oil production for the current month by 74 %
below the July quotas for prorated pools. This will mean a
cut in the daily permissible flow of 25,000 barrels, bringing
the month’s allowables down to around 491,000 barrels from
the July rate of 517,400 barrels.

The cut was ordered, according to the eommission, at the
unanimous request of authorized representatives of the indus-
try, and with the understanding that all major oil producing
States in the region had or would take corresponding action.

Kerosene, 41-43 Water White, Tank Car, F.O.B. Refinery
e b S e B s B
Fuel Oil, F.O.B. Refinery or Terminal
California 27 plus D Phila., bunker C....$1.05
$1.15-1 25]

New York
(Bayonne)

N. Y. (Bayonne)
Bunker C $1.05
Diesel 28-30 D ... 1.65| New Orleans C.
Gas Oil, F.O.B. Refinery or Terminal
N. Y. (Bayonne), Chicago, Tulsa........ .0234-.0234
27 plus....$.04 -.04%' 32-36 GO.-S.OZM-.OZ}QI $:92% >
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