The Financial Situation

ESPITE wordy ‘“rebellions” and occasional
thundering in the index, the present Con-
gress is plainly destined to go down in history as
one of the most servile of all time. The unpleasant-
ness of Washington weather, the weariness of mem-
bers of the House and the Senate, the desire of all
politicians to get home for a first-hand study of the
changes in sentiment among their constituents the
dread of Presidential disfavor still apparvently cling-
ing to the thoughts of many politicians, and the
command over patronage that Congress itself has
placed in the hands of the Administration, all seem
to have been exploited in full and successfully during
the past week. The rvesult is on the whole as re-
markable as it is dis-

where their passage was a mere formality: Railway
pension measure, the tax bill, rivers and harbors bill,
a compromise form of the utilities holding company
measure, the gold suit bill, the Guffey coal bill,
the Frazier-Lemke moratorium measure, and a very
considerable number of other bills of lesser importance,
in addition to the third deficiency appropriation bill
and a compromise neutrality measure. At a late
hour yesterday, the possibility of an unexpected
hitch somewhere apparently still existed, but there
was every appearance of a virtual certainty that
Congress would be able to complete the details
still to be attended to, and adjourn by the end of
the week. Such, at least, was the general expectation.
Here is a record for baste

heartening.

Pressure applied prior to
the meeting of the Presi-
dent with his leaders in
Congress on Sunday even-
ing last had been success-
full in pushing a number
of the so-called “must
bills” through either to
final passage in both
houses or to points where
such passage could be
taken for granted. Among
these were the social se-
curity measure, the bank-
ing bill, the amendments
to the Agricultural Adjust-
ment Act and one or two
others of less importance.
This left, among those in
advanced stages in Con-
gress, the gold clause meas-
ure, the tax bill, proposed
alcohol control legislation,
the Tennessee Valley Au-
thority measure, and most
important of all, perhaps,
the utilities holding com-
‘pany bill. The President
on Sunday evening was
able apparently to obtain
more or less definite assur-
ances from those whom he
had called to the White

House that all of these latter would be pushed

Typical New Deal Philosophy

In its report submitted to the President on
Wednesday, the so-called Cabinet Committee
on the cotton textile industry in the following
words recommended a continuation of the
processing tax:

“During the economic emergency as re-
flected by existing price disparities, we recom-
mend against the discontinuance of the pro-
cessing tax, which, after due consideration of
the alternatives, we regard as the most prac-
tical among the available means of securing
to the cotton farmers of the Nation a return
for cotton equivalent in terms of purchasing
power to that which existed in the pre-war
period and which has enabled them to in-
crease their purchases of the products of
other industries, including the cotton in-
dustry, thereby benefiting the workers in
these industries.”

Whatever its explanation, the reasoning
employed by the committee seems to us to
be deeply tinged with at least three of the
leading fallacies upon which most of the New
Deal rests. They lie somewhat submerged
in meaningless phrases, and for that reason
it may be well to state them in plain language.

(1) It is a good thing to take from one
group in the population, in this case con-
sumers of cotton products, and give to others,
here the cotton farmers—that is, to employ
taxes for the purpose of redistributingincome.

(2) Such operations as these can in the
nature of the case be of real benefit to other
industries or their employees by increasing
the demand for their products.

(3) Itis well to use artificial means to elimi-
nate price disparities, which common sense
teaches should be left to produce their
natural effect upon business, causing read-
justments likely to restore equilibrium.

So long as such obvious fallacies as these
underlie national policies it will be idle to
expect statesmanship in Washington.

tions when put to a real test.

in legislation, and for com-
plete abdication on the
part of legislators that is,
so we believe, unparalleled
in the history of this
country.

The President in driving
Congress to such excep-
tional activity has not had
his way at every point.
He had to accept a tax
bill that did not accord
entirely with his expressed
wishes. He was obliged
to accede to changes in
the utilities measure which
he said “represented a
greater concession from the
Senate bill than I should
like to see made.” Several
of the other measures carry
provisions that are not pre-
cisely what the Adminis-
tration itself would have
included. But that the
President has been able to
obtain what he has is little
short of unbelievable, or
would be if Congress had
not already shown on nu-
merous ocecasions during
the past year or two that
it had not the courage to
stand by its own convic-
The achievements.of

through Congress during the week in a last-minute
rush to adjournment. In addition similar assurances
are said to have been furnished concerning the
Guffey coal bill, the Walsh bill, the Frazier-Lemke
measure and the proposed railway pension. law,
the latter two being designed to take the place of
earlier laws enacted at the behest of the Administra-

tion only to be declared unconstitutional by the
Supreme Court,

The Week’s Record

Y LATE yesterday, Congress, in addition to
taking the steps expected of it on the banking,
agricultural adjustment and Tennessee Valley Au-
thority bills, had completed a final passage of the
following list of measures or else reached a stage

which the Administration can and doubtless will
boast (although in our estimation there is little in
them to warrant pride) is all the more remarkable
by reason of the fact that recent developments in
Europe forced the neutrality issue to the front to
disrupt the heavy schedule that had been set for
Congress during the past week.

It is needless to say that this long array of enact-
ments is most disheartening, and in a number of
instances represents bald disregard of orderly con-
stitutional government, to say nothing of orderly
or well considered legislative procedure. Detailed
appraisal of the legislation that is thus being carried
to the statute book must for the most part await
the opportunity to study the texts of the acts,
many of which are not yet available. Our readers
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will be pleased, we feel certain, that we are able to
present in this issue a considered analysis of the
new Banking Act of 1935 from the pen of Dr. H.
Parker Willis, who, it goes without saying, has kept
in closest touch with the measure throughout its
arduous course through Congress and who has had
an opportunity to study its final terms with care.
The measure as it was finally adopted is unques-
tionably a highly dangerous one, even though much
Jess harmful than in its original form, and it would
have been far better to have deferred action on
most of the subjects with which the new act under-
takes to deal until such time as circumstances per-
mitted a careful study of the whole situation.

The Tax Measure
HE provisions of the tax measure are not as
unfortunate as some that had been seriously
considered nor nearly so worthy of commendation
as others. As summarized in the New York “Times”
of Wednesday, Aug. 21, the leading provisions of
the measure as adopted atre as follows:

Lstate Taxes—An increase in the rates of the present
estate taxes, beginning the impost at 2% on net estates of
more than $40,000, and ranging upward to a maximum of
70 per cent on that part of the estate above $50,000,000.

Gift Tazes—Revision of the present gift taxes to make
them approximate three-fourths of the new estate tax
schedule.

Individual Surtares—Increases in individual surtaxes be-
ginning in income brackets above $50,000, and graduating
upward to a maximum of 75 per cent on income in excess of
$5,000,000.

Graduated Corporation Tar—A new eraduated corporation
tax, to substitute for the present flat rate of 13% %, to be
levied as follows: 1214% on net corporation income up to
$2,000; 13%, $2,000 to $15,000; 14%, $15,000 to $40,000, and
15% in excess of $40,000.

Capital Stock Tax—An increase in the capital stock tax,
now levied at the rate of $1 per $1,000 on the declared value
of corporation stock, to $1.40 per $1,000.

Hacess Profits Tar—A graduated tax on excess corpora-
tion profits: 6% on profits exceeding 10% and not over 15%,
and 129% on profits exceeding 15% of the declared value of
corporation stock.

Intercorporate Dividends—A partial limitation on the ex-
emptions heretofore given dividends paid from one corpora-
ticn to another, making 10% of such dividends taxable at
the new graduated corporation rate.

Personal Holding Company Taz—An increase in the rates
of tax on undivided profits of personal holding companies
tn make them conform to the higher surtaxes.

No good purpose would be served by a repetition
of what has been said in these columns on several re-
cent oceasions about the injustices and the general
harmfulness of legislation of this sort. The measure
as finally adopted is open to all the general objec-
tions that have been raised against confiscatory, in-
equitable and relatively non-productive tax legisla-
tion, whether or not it assumes the precise form here
embodied. But the measure is now law, or without
doubt soon will be, and nothing is to be gained by
further reiteration of the complaints against it, how-
ever well-founded they may be. It will have to be
obeyed, assuming of course the courts uphold it, until
such time as the better sense of the nation reasserts
itself and forces its repeal, which we confidently be-
lieve will oceur sooner or later. Meanwhile it is
highly probable that technical difficulties and
abuses of various sorts will arise. It could hardly
be otherwise with legislation upon so involved a
subject drafted in such haste and subjected to so
many last-minute adjustments. But these matters
must of necessity wait upon the camplete text of
the measure, and for that matter upon practical ex-
perience under its provisions.

Financial Chronicle

Aug. 24 1935

The Utility Holding Company Bill
HE terms of the compromise concerning the so-
called “death sentence” in the utility holding
company measure became available in full text to
the public yesterday. For our part, we are unable
tc find in them much encouragement for the utility
industry. The Securities and Exchange Commission
is commanded “to require by order, after notice and
opportunity for hearing, that each holding company,
and each subsidiary company thereof, shall take such
action as the commission shall find necessary to
limit the operations of the holding company system
of which such company is a part to a single inte-
grated public utility system, and to such other busi-
nesses as are reasonably incidental, or economically
necessary or appropriate to the operation of such
integrated public utility system. . ..”

The Commission may, however, permit a holding
company to continue to hold one or more other in-
tegrated systems, if in its judgment such systems
cannot function as effectively alone, if such systems
constitute a geographical unit, and if “the continued
combination of such system under the control of
such holding company is not so large (considering
the state of the art and the area or region affected)
as to impair the advantages of localized management,
efficient operation, or the effectiveness of regu-
lation.”

The Commission is further commanded to “require
each registered holding company (and any company
in the same holding system with such holding com-
pany) to take such action as the Commission shall
find necessary in order that such holding company
shall cease to be a holding company with rpspect to
each of its subsidiary companies which itself has a
subsidiary company which is a holding company.”

The best that can be said for such legislation is
that it appears clearly unconstitutional. It is evi-
dent that the Securities and Exchange Commission,
hrought into existence for an entirel)" different pur-
pose, is here given life and death power over the
larger part of the American utility industry, to say
nothing of the other provisions of this most unfor-
tunate measure. Small wonder that its Chairman,
a man of wide practical experience, is said (with
what authority we have no way of knowing) to be
determined to resign rather than to assume the re-
sponsibilities that would be placed upon him b\
the terms of this law. We think the community
would be unwise to permit belief that even \\'01's.0
legislation is not to be enacted to blind them to the
seriousness of what is now, apparently, to be given
the form of law.

Other Legislation

SPACE does not permit detailed discussion of the

numerous other measures that are gathering in
a large heap upon the desk of the President. Indeed,
information as to their exact terms is at this writing;r
too meagre for any such undertaking, even if it were
otherwise feasible. There need however be no hesi-
tancy in saying that at no time, with the possible
exception of the first few hectic months of the New
Deal, has the business community had imposed upon
it in so short a period such a mass of far-reaching, ill-
considered, dangerous legislation. Weeks, probably
months, will be required for the average business
man even to acquaint himself fully with the provi-
sions of the large number of new laws to which he
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must of course conform his operations. Much more
time naturally will elapse before he can effectively
adjust himself to the new conditions imposed. He
will without question find much of what is required
of him burdensome in the extreme. It is, of course,
always a thankless task to enumerate difficulties
that lie ahead. To a few thoughtless persons it may
seem better, now that what is known as “confidence”
seems to have revived in this country, to gloss over
the difficulties that Congress, upon the relentless
insistence of the President, has imposed upon the
business community, or if possible to forget them.
No such course is wise. These are all conditions that
must be faced sooner or later. It seems to us essen-
tial that the business man look the facts squarely
in the face now—not wait until some future date
when failure to do so may well have caused needless
harm,

Federal Reserve Bank Statement

SE by the Treasury of funds derived from
deposits of gold certificates with the Federal
Reserve banks occasioned the chief changes in the
current condition statement of the twelve institu-
tions, combined. Although the increase in the mone-
tary gold stocks during the period covered by the
statement was only $5,000,000, no less than $75,-
746,000 gold certificates were added to the holdings
of the Reserve system, and the prompt expenditure
of the funds by the Treasury caused further record
figures in reserve balances of member banks and in
eXCess reserves over requirements. IExcess reserves
over requirements were officially estimated to be
approximately $2 680,000,000 on Aug. 21, up
$10,000,000 over Aug. 14. The Treasury, of course,
has the facilities at hand for raising them even higher.

The last stages of the national bank note retirement
mechanism now are in progress, and they call for
deposit of gold certificates in rough approximation
- to the actual withdrawal of that form of currency

from circulation. Until two weeks ago the Treasury
clearly did not deposit certificates to the extent that
notes were retired, and the current operations ap-
parently represent an adjustment of this situation.
It is well to note, in this connection, that excess
reserve figures may show small variations in the
future owing to operation of the new banking bill.
Deposits of Treasury funds with member banks here-
aftev will be subject to reserve requirements along
with other deposits, and this will tend to decrease
excess reserves. But on the other hand, balances due
from other banks are to be deducted under the new
measure when estimating requirements, and the net
change from these two provisions of the bill probably
will be small.

The large addition of gold certificates raised the
Federal Reserve system holdings of these instruments
to $6,441,513,000 on Aug. 21, against $6,365,767,000
on Aug. 14. More liberal use of currency reduced
cash in vaults and total reserves were up only to
$6,689,848,000 from $6,624,281,000. The increasing
seasonal demand for the circulating unit was reflected
in an advance of Federal Reserve notes in actual
civeulation to $3,340,983,000 from $3,321,026,000.
Member bank deposits on reserve account were up
to $5,291,497,000 on Aug. 21 from $5,254,282 000
on Aug. 14, while Treasury deposits on general
account moved up to $53,724,000 from $33,798,000.
But there were moderate declines in foreign bank and
other deposits, and we find total deposits at $5,575,-
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184,000, against $5,538,663,000 a week eaclier. The
gain in reserves overshadowed the increase of circu-
lation and deposit liabilities, and the reserve ratio
was marked up to 75.09, from 74.89;. Discounts
by the system are somewhat higher at $7,106,000,
against $6,153,000, while industrial advances in-
creased to $29,284,000 from $29,147,000. Open mar-
ket bill holdings increased $2,000 to $4,695,000, and
United States Government security holdings ad-
vanced $35,000 to $2,430,240,000.

The New York Stock Market
OVEMENTS of stock prices were somewhat
irregular this week, but generally favorable,
despite the unsettling legislative developments at
Washington and the uncertain political outlook in
Europe. Ifforts to rush through highly important
but ill-considered bills so that Congress might ad-
journ by to-night occasioned the keenest anxiety.
Utility stocks were marked sharply lower yesterday,
after a compromise .was reached on the so-called
“death sentence” for utility holding companies. But
most other securities withstood rather well the
dubious effect of the legislative turmoil. The Euro-
pean war scare was acute early in the week, but
diminished Thursday and yesterday, after the Brit-
ish Cabinet decided to exert its influence in bhehalf
of peace through the League Council, rather than by
means of individual efforts. The grave likelihood
of war between Italy and Ethiopia stimulated some
chemical and steel stocks for a time. Also highly
significant were additional indications that the busi-
ness of the country is improving. All the important
industrial indices reflect such gains. Some unsettle-
ment resulted from a rather sharp decline in United
States Government securities, but that movement
was not unexpected. Trading in equities on the New
York Stock Exchange exceeded 1,500,000 shares in
all full sessions, while bond transactions also were
heavy at times.

Stocks were active and higher in the curtailed
session last Saturday, when transactions exceeded
1,000,000 shares. Railroad and utility issues were
in best demand at the time, the latter group respond-
ing to the belief that utility legislation would be
postponed. But the legislative prospects were far
less favorable on Monday, and this factor, coupled
with the fruitless end of the Paris conference on
Ethiopia, caused a sharp decline in virtually all
stocks during that trading period. Passage by the
House of the Guffey coal bill indicated a readiness
to put through more of the unsettling New Deal
measures and leading stocks receded 1 to 4 points.
Utility and rail stocks lost the gains registered in
the preceding session. The opening on Tuesday
again was weak, but a rally followed later in that
period, owing to indications of difficulty with the
proposed utility bill. Copper issues advanced on the
better price for that metal, while movements in
other groups were small and in both directions.
Gains were general on Wednesday and in some in-
stances quite pronounced. Steel shares led the rise,
in belated recognition of the upward trend of activi-
ties of the industry and in speculative anticipation
of war between Italy and Ethiopia. Utility stocks
shared only a little in the advance, despite mainte-
nance by the American Telephone & Telegraph Co.
of its dividend. Arrangements were made in this
session for transfer of a Stock Exchange seat at
$105,000, down $20,000 from the last previous trans-
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action. Spirited gains in steel stocks and others
that supply war materials were noted Thursday,
but other sections of the market were dull and irreg-
ular. Copper stocks improved, but oil shares were
lower, while rails also dipped. The compromise
late Thursday on the Wheeler-Rayburn utility hold-
ing company measure caused sharp recessions yester-
day in utility stocks, but other departments of the
market enjoyed an advance. Industrial and rail-
road issues moved forward readily on a resumption
of buying.

In the listed bond market movements were quite
uncertain, largely because United States Govern-
ment ‘obligations drifted persistently lower. The
decline in Treasury issues was pronounced and led
to the assumption that the Treasury will have to
pay more than in the recent past on its extensive
borrowings. High-grade corporate bonds showed
fractional recessions. Speculative domestic utility,
railroad and industrial bonds were firm and soft by
turns and did not vary much. Foreign dollar bonds
attracted more attention than in some time, owing
to the crowding difficulties in Europe, and move-
ments were toward lower levels, with Italian obliga-
tions sharply weaker. Foreign exchange markets
were unsettled to some degree by the events in
Europe. Sterling was firm early in the week, but
receded later and closed lower, yesterday, than a
week ago. The European gold units reflected a
flight of funds to London and this market, while
Ttalian lire weakened, with the forward discount
ever more pronounced. Commodity markets con-

tinued the uncertain course that has marked them in
recent weeks, but an advance in copper was note-
worthy and an influence on securities markets.

On the New York Stock Exchange 237 stocks
touched new high levels for the year and 6 stocks
touched new low levels. On the New York Curb
Exchange 139 stocks touched new high levels and
6 stocks touched new low levels. Call loans on
the New York Stock Exchange remained unchanged
at 14 %, 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 1,076,230
shares; on Monday they were 2,068,660 shares; on
Tuesday, 1,975,670 shares; on Wednesday, 1,753,680
shares; on Thursday, 1,667,660 shares, and on Fri-
day, 1,891,150 shares. On the New York Curb Ex-
change the sales last Saturday were 3 3,955 shares;
on Monday, 515,290 shares; on Tuesday, 499,220
shares; on Wednesday, 318,145 shares; on Thursday,
394,900 shares, and on F'riday, 493,660 shares.

The stock market, after showing further strength
on Saturday (Aug. 17), sold off heavily late on Mon-
day of this week, suffering its most severe setback
since March 5. On Tuesday the market was irregular
with the so-called war stocks holding firm. On
Wednesday and Thursday the market showed new
strength, advances being noted, especially in the
steel stocks. With the exception of the utility stocks,
other securities enjoyed another advance on Friday.
General Electric closed yesterday at 3114 against
3234 on Friday of last week; Consolidated Gas of
N. Y. at 3114 against 333%; Columbia Gas & Elec.
at 117 against 1234 ; Public Service of N. J. at 42
against 437 ; J. I. Case Threshing Machine at 723/
against 6734 ; International Harvester at 5514
against 53; Sears, Roebuck & Co. at 57% against
583/ ; Montgomery Ward & Co. at 35 against 36%4;
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Woolworth at 6154 against 6214, and American Tel.
& Tel. at 13854 against 14095, Allied Chemical & Dye
closed yesterday at 161 against 16214 on Friday of
last week ; B. I. du Pont de Nemours at 11614 against
113; National Cash Register A at 1793 against 1773
International Nickel at 287 against 2814 ; National
Dairy Products at 1534 against 1534 ; Texas Gulf
Sulphur at 3434 against 357 ; National Biscuit at
291/ against 29%%; Continental Can at 843/ against
8414 ; Bastman Kodak at 14974 against 14615 ; Stand-
ard Brands at 1414 against 147;; Westinghouse
Elec. & Mfg. at 6634 against 6614 ; Columbian Carbon
at 89 against 91%%; Lorillard at 2475 against 243/ 5
United States Industrial Alcohol at 4314 against
4314 ; Canada Dry at 1014 against 1034 ; Schenley
Distillers at 3414 against 3474, and National Dis-
tillers at 2834 against 28.

The steel stocks were strong, closing at much
higher figures. United States Steel closed yesterday
at 455 against 437 on Friday of last week; Beth-
lehem Steel at 3874 against 3614 ; Republic Steel at
1914 against 1814, and Youngstown Sheet & Tube
at 275% against 267s. In the motor group, Auburn:
Auto closed yesterday at 3434 against 3214 on Fri-
day of last week ; General Motors at 43%; against 43;
Chrysler at 605 against 61%, and Hupp Motors at
2 against 175. In the rubber group, Goodyear Tire &
Rubber closed yesterday at 2074 against 21 on Fri-
day of last week; B. F. Goodrich at 9 against 9354,
and United States Rubber at 1435 against 1455. The
railroad shares, which had been showing gains in
previous weeks, were lower. Penngylvania RR.
closed yesterday at 2814 against 29 on Friday of last
week ; Atchison Topeka & Santa Fe at 511/ against
531/ ; New York Central at 2414 against 243/ ; Union
Pacific at 100 against 103 ; Southern Pacific at 1993
against 2034 ; Southern Railway at 9%% against 9%,
and Northern Pacific at 175 against 1834. Among
the oil stocks, Standard Oil of N. J. closed yesterday
at 4634 against 4714 on Friday of last week; Shell
Union Oil at 1014 against 1055, and Atlantic Re-
fining at 2314 against 2434. In the copper group,
Anaconda Copper closed yesterday at 20 against 17945
on Friday of last week; Kennecott Copper at 23%
against 2114 ; American Smelting & Refining at 45%
against 4214, and Phelps Dodge at 2134 against 20.

Among the corporations which took favorable
dividend action during the current week was . I. du
Pont de Nemours & Co., which on Aug. 19 voted to
increase its quarterly payment to 90c. from 65¢. per
share, and also declared an extra dividend of 35c.
per share, both payable Sept. 14 next to holders of
record Aug. 28 1935.

All the chief industrial indices showed a satisfac-
tory trend. Steel-making for the week ending to-day
was estimated by the American Iron and Steel In-
stitute at 48.8% of capacity against 48.19 last week
and 21.3% in the same week last year. This repre-
sents an increase of 0.7 point, or 1.5%, from the
preceding week. Electric power production for the
week ended Aug. 17 was 1,832,695,000 kilowatt hours,
according to the Edison Electric Institute. This
compares with 1,819,371,000 kilowatt hours during
the preceding week, and 1,674,345,000 kilowatt hours
in the corresponding week of 1934. Car loadings of
revenue freight totaled 615,006 in the week to
Aug. 17, up 31,263 over the previous week and 13,218
over the same week in 1934, the American Railway
Association indicates.
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As indicating the course of the commodity mar-
kets, the September option for wheat in Chicago
closed yesterday at 893/c. as against 881/c. the close
on Friday of last week. September corn at Chicago
closed yesterday at T47c. as against 767c. the close
on Friday of last week. September oats at Chicago
closed yesterday at 267gc. as against 2614c. the close
on Friday of last week.

The spot price for cotton here in New York closed
yesterday at 11.10c. as against 11.75c. the close on
Friday of last week. The spot price for rubber
yesterday was 12.00c. as against 11.88c. the close on
Friday of last week. Domestic copper closed yester-
day at 815c¢. as against 8c. a week previous.

In London the price of bar silver yesterday closed
at 29 7/16 pence per ounce, and spot silver in New
York at 65%c., both unchanged from Friday of last
week. In the matter of the foreign exchanges, cable
transfers on London closed yesterday at $4.9714% as
against $4.96%) the close on Friday of last week,
and cable transfers on Paris closed yesterday at
€.6275c. as against 6.6334c. the close on Friday of
last week.

European Securities Markets

TOCK markets in the principal European finan-
cial centers reflected this week the uncertainty

felt everywhere with regard to the impending Italian
conflict with Ethiopia and the possible European
repercussions of the anticipated war. The only
bright spot, so far as the European markets were
concerned, was the fairly good tendency reported
at times from New York. This induced buying of
Anglo-American stocks in London. British securi-
ties were marked lower in most sessions, owing to
the impression during much of the week that sanc-
tions might be favored in an endeavor to halt Italy.
On the Paris Bourse movements were jerky at first,
but trading was very dull thereafter and the market
levels were not greatly changed. The Berlin market
contended not only with the Italo-Ethiopian puzzle,
but also with rumors that objections by Dr. Hjalmar
Schacht to extremes of anti-Semitism might imperil
the position of the German economic dictator. Tt
is now accepted that the Italian financial position
will be seriously affected and perhaps endangered
by any war with Ethiopia, and advance shivers of
apprehension were noted even in Cairo, Egypt, on
rumors that Ttalian holdings were being liquidated
in order to obtain necessary foreign exchange. One
of the large British banks is reported to have dis-
continued all Ttalian credits, and others may follow
suit. External TItalian loans were marked sharply
lower in all markets where they are quoted. More
encouraging is the continued quiet acceptance by the
French people of the deflationary program of Pre-
mier Pierre Laval. Trade and industrial reports
from the larger European countries reflect merely
a continuance of the slight tendency toward recovery.
On the London Stock Exchange, as on other Euro-
pean exchanges, the failure of the three-Power con-
ference on Ethiopia was the primary influence, Mon-
day. British funds were marked sharply lower, and
Ttalian bonds fell drastically. Changes were small
among the industrial securities, which were inactive.
Favorable week-end reports from New York occa-
sioned new interest in trans-Atlantic stocks. In-
vestors took advantage, Tuesday, of the lower levels
for British Government issues, and modest gains
were recorded in such securities. The gilt-edged sec-
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tion was better as a whole, owing in part to employ-
ment of funds which reached London from the Con-
tinent. But prices were marked sharply lower in the
industrial section, while gold mining issues also de-
clined. International issues dipped because of the
uncertainty at New York. There was more stability
at London, Wednesday, but British funds receded in
consequence of the admitted gravity of the Italo-
Ethiopian situation. Industrial issues showed some
gains but more losses. The gold mining issues recov-
ered easily, while international stocks also improved.
The long Cabinet session on Thursday caused re-
newed anxiety regarding possible involvement in the
Italo-Ethiopian conflict and British funds again de-
clined. All European issues were lower, but Anglo-
American trading favorites responded to better ad-
vices from New York. Declines were general in Brit-
ish industrial and home railway stocks. In a quiet
session yesterday, small gains were scored in gilt-
edged issues and industrial stocks, but international
securities were neglected.

Failure of the negotiations at Paris caused weak-
ness on the Bourse in that city, Monday, with inter-
national securities affected more than domestic is-
sues. Suez Canal shares fell drastically, because of
the possibility of British entanglement in the Italo-
Ethiopian struggle. Rentes receded only a little, but
French equities dropped sharply, with the exception
of a few munitions stocks which might be affected
favorably. After a weak opening on Tuesday, mod-
est improvement was the rule. Rentes showed frac-
tional advances, while equities were up more, ap-
parently on the assumption that all of French indus-
try might benefit from the anticipated war. Inter-
national securities were quiet and not much changed.
Very little trading was done on Wednesday, when
the general trend was soft. Fractional declines ap-
peared in rentes, and equally small recessions were
common among French equities and international is-
sues. Nor was there any change on Thursday, when
the decision of the London Cabinet with regard to
sanctions against Italy was awaited. Rentes again
lost a little ground, as did bank, industrial and util-
ity stocks and most of the international issues. The
tone yesterday was better in rentes and French
equities, but foreign issues were dull.

Small losses were recorded in the initial session
of the week on the Berlin Boerse. The rupture at
Paris and the speech by Dr. Schacht kept traders
in suspense and a mild tendency to liquidate hold-
ings resulted. Fixed-interest securities were un-
changed. Fluctuations on Tuesday again were
mainly fractional, with the tone uncertain. Some
issues made a little progress, but almost as many
losses were registered. Chemical company issues
showed best results, possibly in anticipation of or-
ders from Ttaly. There was further interest in chem-
ical stocks on Wednesday, but other sections of the
German market were uncertain and losses predomi-
nated. Heavy industrial stocks were weaker as a
group, while fixed-income issues attracted no buyers.
Rumors were circulated on Thursday that the se-
vere censoring of Dr. Schacht’s address might lead to
his resignation, and losses were general in that ses-
sion. Declines amounted to 1 or 2 points in the lead-
ing issues, while others dropped fractionally. Chemi-
cal stocks joined in the downward movement, but
bonds were unchanged. Recessions were general in
another dull session yesterday, but losses were
mostly fractional.
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The Powers Disagree

NE by one the efforts that are being made to
prevent war between Italy and Ethiopia are
meeting defeat and there is now hardly any hope of
averting a clash that will prove of serious concern
to all the world, not only because of flagrant dis-
regard of treaties, but also because of the possibility
that the spark again will set the world aflame. The
three-Power conference at Paris, with Britain,
France and Italy as the participants, broke up on
Sunday without finding a basis of any kind for pre-
venting warfare. Indeed, that discussion appears to
have put an even graver face on the entire matter, for
an obvious disagreement between the British and
Italian representatives strained the relations be-
tween those countries and led to conjecture regarding
possible British support for economic sanctions
against Italy. Any such steps, of course, would be
desperate in the extreme. Some efforts possibly will
be made, according to Washington reports, to obtain
American aid in any counter measures against Italy,
provided Great Britain actually attempts them. But
the American desire to avoid entanglements hardly
could have been made clearer than through the im-
mediate passage of an anti-war resolution by the
Senate. The appropriateness of the resolution is most
questionable, and the endeavor by responsible Ad-
ministration leaders to obtain a modification indi-

cates that a realistic attitude prevails.

With Italy clearly determined to wage an unquali-
fied war of aggression and conquest against Ethio-
pia, much more attention was paid this week to the
possible European and world repercussions to such
a conflict. British spokesmen have referred in the
past to the likelihood that an Italo-Ethiopian war
would set the black world of Africa against the
whites who dominate that Continent. The Ethiopian
Emperor, Haile Selassie, emphasized the same point
in statements this week. Perhaps of more immediate’
interest is the drastic change in the delicate IEuro-
pean situation that an Italian preoccupation with a
prolonged African conflict might produce. Open ef-
forts at Geneva by any country to induce the League
Council to employ sanctions against Italy naturally
will mark such a country as Italy’s enemy, at least
in Italian eyes. The consequences of any such action
are unpleasant to contemplate, although the alter-
‘“mative is the virtual disappearance of the League as
a world entity. The European balance of power al-
ways is delicate and there is some question of the
effect upon other discontented European nations,
such as Germany, of a virtual Italian withdrawal
from the European military scene. The current po-
sition, moreover, has brought into high relief the
question whether British control of the Mediter-
ranean really is effective. Ttalian aerial and sub-
_marine armaments make it more than doubtful
whether Britain could take effective naval action
in that quarter, and this circumstance may well have
contributed to Italian truculence.

As matters stand, the League Council session
scheduled for Sept. 4 will mark the next and pos-
sibly final step toward preventing an Italian as-
sault upon an altogether unprovocative State and
a full member of the League. There is now the pos-
sibility, of course, that Italy will find a pretext for
an overt act of war even before the Council meets,
but Rome dispatches do not as yet give any indica-
tions of any such intention. It was reported from
Rome on Wednesday that Italy will attend the ses-
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sion and will attack Ethiopia’s position as a member
State enjoying the League’s guarantee of political
integrity. Premier Mussolini seems still to have the
intention of retaining his League membership, if
the Geneva organization can find a way. The stage
is pretty well set for the Council meeting, for nothing
is expected from the special conciliation and arbi-
tration commission that is studying the Ualual and
other clashes, under the Italo-IEthiopian treaty. The
commission met at Paris, Monday, and promptly en-
countered extreme difficulties, owing to Italian con-
tentions that the appointment of a fifth and arbi-
trating member is not now necessary. But this dif-
ficulty was patched up on Tuesday, when Nicolas
Politis of Greece, was named the fifth member, and
arrangements were made for hearings at Berne,
Switzerland. The real question now is what attitude
Britain and France will take in the Council meeting,
for it is hardly to be doubted that London and
Paris will sway smaller countries if they are in
agreement. If Britain and France differ, the result
is altogether unpredictable.

The three-Power conference at Paris started on
Aug. 16 and ended last Sunday in complete failure.
Captain Anthony Eden of Britain, Premier Pierre
Laval of France, and Baron Pompeo Aloisi of Italy,
as the chief delegates, seemed to find no common
ground, and it may well be doubted if any two of
them viewed the matter the same way. There was
even a direct dispute as to veracity, when the British
and French insisted on Saturday that the Italians
had been asked to state what they really want, and
that an answer was awaited from Ttaly. The Italian
delegate denied that there was any reply to make. At
the end of the conference a statement was issued by
Premier Laval that the conferees “have not yet been
able to find a basis for discussion that would permit
of a solution of the conflict.” Study of the differ-
ences disclosed will be continued through diplomatic
channels, he added. Unofficial but authoritative re-
ports state that Britain and France went to the
meeting prepared to make great concessions to the
Italians, and Ithiopian statements disclosed the
nature of such concessions. They involved, it seems,
an Ithiopian readiness to grant Italy some terri-
torial concessions and sweeping economic privileges,
provided only that Ethiopian sovereignty was not
affeeted. But the Italian demand, as reported last
Saturday by Frederick T. Birchall, correspondent of
the New York “Times,” is “all of the country; an-
nexation of her lowlands and a protectorate over
her highlands.” This statement regarding Italy’s
real aspirations was made upon ample authority
and may be relied upon, the correspondent added. The
program, moreover, means the extinetion of Ithiopia
as an independent country, it was admitted. Even
the hope of progress through diplomatic representa-
tions was given up early this week, according to
Paris reports, since Premier Benito Mussolini
“geems bent on having his war.”

Cabinet meetings promptly were called in London
and Paris to consider the new situation, and for a .
time there was intense apprehension regarding the
possibility of British measures against the Italians.
There was a revival of talk about Britain closing
that international waterway, the Suez Canal. Of
more significance were rumors that the London Gov-
ernment might lift the embargo on arms shipments -
tc Ethiopia. Several British Ministers who were
spending holidays away from the capital returned to
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London hurriedly, and the Cabinet meeting was held
on Thursday. Consultations were held in the mean-
time with all Dominion Governments, and reports
from some Dominions that they are ready to support
London in the event of war were not comforting.
At the conclusion of the Cabinet session, however,
it was made known that the arms embargo will not
be lifted, but it also was stated that Britain intends
to uphold the League Covenant and existing treaties,
if Italy refuses to compromise. Any sanctions, it
appears, will be applied only if voted by the League
Council, and the record of the League is sufficient
indication that no such steps will be taken. France
already is making her position clear by refusing to
permit even the transportation from Jibuti to Addis
Ababa of the munitions that have reached the French
African port en route to Ethiopia.

That war between TItaly and Ethiopia now is im-
minent, despite anything the League may do, is evi-
dent. Even nature seems to be conspiring for an
early start of hostilities, for Ethiopian reports state
that the rains which alone have held up military ac-
tivities until now are ceasing earlier than usual.
Expert observers predict that the war will start by
mid-September, ang perhaps earlier. Italian legions
were dispatched for Africa in great numbers this
week, and Premier Mussolini made his usual fiery
speeches, promising them conquest and the forma-
tiqn of a new “Roman Empire.” Such speeches were
beu.lg made at Naples at the very moment when the
futile conference at Paris was in progress. Iithiopian
mobilization continued and complaints again were
made concerning the concerted European measures

to prevent war supplies from reaching that country
through the unequal device of an arms embargo
against both potential belligerents. Having no al-

ternatlYG, Ethiopia now is resigned and is awaiting
the decision of the League Council, it is said.

Naval Limitation

CAUTIOUS steps toward some sort of naval ar-
maments conference, to be held possibly in
October, now are being taken by the British Goy-
ernment. Appal'ently, informal feelers are being put
out to determine whether and on what terms this
country, Japan, France and Italy will meet with
British representatives in London to formulate an
agreement on navies, Reactions in some countries
make it doubtful whether any such discussions can
be held with profit at the present time, while the ex-
pected Italian preoccupation in a war with Ethiopia
makes the project an additionally dubious one. The
naval problem seemsg hardly ripe for beneficial con-
sideration at thig Juncture, when existing treaties
are about to expire because of Japanese denuncia-
tion, Great Britain has abandoned the ratio system
of limitation, Germany has been accorded by Britain
the right t_o a4 much larger fleet, and naval building
is proceeding everywhere on a frantic scale. But ex-
changes of views always are desirable, if for no other
reason than because they clear the air. A conference
is called for in any event, and in view of recent con-
ference failures it may well be assumed that no for-
mal conversations will be undertaken unless there
is a prospect for some kind of an understanding.
Even a poor agreement will be better than the un-
restricted naval armaments race that plainly looms.
London reports stated late last week that the
British Government had circulated suggestions to
the United States, Japan, France and Ttaly for naval
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conversations in London. Invitations are not to be .
issued, it was indicated, until it appeared that a con-
ference could usefully be held. The British authori-
ties were said to hold it advisable that France, Italy
and Russia exchange their views on naval matters as
a preliminary to the suggested London gathering.
The German naval problem now having been stabi-
lized, at least with relation to the British fleet, no
talks with Berlin were believed necessary. It was
promptly made plain at Washington, in the usual
informal manner, that the United States would at-
tend any such meeting. But no great faith in a gen-
uine limitation agreement exists, it appears, since
increases in total tonnages are held inevitable, what-
ever the form of the agreement. France also is dis-
posed to accept the British suggestions, according
to Paris reports. But there is every indication of a
skeptical and somewhat aloof attitude in Japan,
where it was reported that Britain aims at lowered
tonnages for capital ship units and practically un-
restricted building to 1942 on the basis of declared
programs. Japan desires parity with Britain and
the United States on a lower quantitative level for
the two great naval Powers and is believed unlikely
to accept any proposal for a conference that does
not promise such results. Italian views on the Brit-
ish suggestion have not been made available, and in
view of the present situation regarding Ethiopia any
conjecture would be pointless.

German Anti-Semitism

WIIATEVER may be the basis for the new out-

break of officially fostered anti-Semitism in
Nazi Germany, that movement is continuing and at
length is occasioning some perturbation within the
Reich as well as in all other countries. The surmise
that Jew Dbaiting was resumed in order to deflect
interest from the mounting economic difficulties of
Hitlerism now has gained a measure of confirmation,
owing to strenuous activities on the part of Dr. Hjal-
mar Schacht, economic dictator of the country. Dr.
Schacht issued strict orders late 'ast week for effi-
cient control of prices, which apparently are rising
rapidly. Government officials were urged “to pre-
vent all infractions of price orders, as well as every
unjustified rise in prices.” Last Sunday Dr. Schacht
took it upon himself to criticize the Nazi extremists
for their anti-Jewish activities and to defend the
right of the Jews to conduct business. In a speech
at a fair in Koenigsberg, he referred in vigorous and
highly sarcastic language to “the people who during
the night heroically smear window panes, who plac-
ard every German buying from a Jewish store as
a traitor to the nation, who declare every Freemason
a scoundrel and who, in the justified battle against
political pastors and chaplains, are now no longer
able to distinguish between religion and the misuse
of the pulpit.” Fealty to “Der Fuehrer” was ex-
pressed in the address, and Dr. Schacht insisted that
all significant measures should be left to the State,
and not subjected to unregulated individual activity.
The extremists will be responsible, he said, “if the
financial and economic completion of the task set
up by the Fuehrer is made impossible.”

The protest by Dr. Schacht promptly produced a
number of questions as to whether he was speaking
for the Government, the army or the business in-
terests of Germany. It would hardly appear, how-
ever that his views were those of the Nazi authorities,
for his speach was heavily censored and distorted
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in the press versions. Dr. Schacht protested vigor-
ously to Herr Hitler against the censoring, it is re-
ported, and the incidents aroused conjecture as to a
possible resignation of his posts by the economie dic-
tator. But in view of the present uncertainties of
the European situation, it is not held likely that he
will resign. Significant also is the sorry fact that
there has been no diminution of the anti-Semitic
activities in the Reich. Recent reports tell of the
expulsion of hundreds of Jews from resort centers,
where their presence evidently annoyed some trucu-
lent Nazi fanatic, and of a drive of Jews back to
Ghettos even in a cultural sense. Masonic orders now
have been ordered discontinued entirely, while the
suppression of what the Nazis call “political Cathol-
icism and Protestantism” likewise is taking fantas-
tic forms.

Latin American Debts

ERIODIC statements of good intentions seem to
furnish about the only comfort that can be
found by holders of the defaulted bonds issued by a
good many Latin American countries. A state-
ment of this nature was made late last week to a
correspondent of the New York “Times” by Presi-
dent Lazaro Cardenas, of Mexico. The Mexican
Government, he declared, has every intention of even-
tually meeting all its external obligations, but cur-
rent discussion of the foreign debt#was held inad-
visable until “new studies now under way have been
completed to determine a sound basis for fulfil-
ment.” The present economic situation of the Mexi-
can Government is normal, the President stated in
one part of the interview, but elsewhere he referred
to uncertain world conditions as a reason for de-
ferring conversations. “In the event that economic
conditions improve, either through a rise in the price
of silver or through the opening up of new fields
of production, whether mining or agricultural, it is
certain that the Mexican Government will first
interest itself in the renewal of debt payments,”
President Cardenas added.

There was some discussion this week of the Cuban
Government’s default on its public works dollar
bonds, but here also progress is lacking. Senator Nye
of North Dakota suggested to a group of Cuban visit-
ors to Washington early this week that the best step
Cuba could take toward improving relations with
the United States would consist of debt service re-
sumption on the public works bonds. Subsequent
Havana reports stated that the present Cuban Gov-
ernment is complicating this problem additionally
by instituting suit against former adherents of the
deposed President, Gerardo Machado, under whose
administration the funds were borrowed and spent.
Such litigation is viewed by some Wall Street ob-
servers as a mere device for delay. Reports from
Brazil of late have indicated a possibility of com-
plete suspension by that country of foreign debt pay-
ments, even though the Aranha agreement calls for
very modest transfers over a four-year period. The
dispatches have caused concern and some surprise,
gince the stipulated payments appear to be well
within the transfer capacity of Brazil.

New Treaty with Panama

UCH interest attaches to a new treaty with
Panama, negotiated at Washington during
recent months, and now said to have reached the
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stage where only a few relatively minor adjustments
still need to be made. A Washington report to the
New York “Times” states that conferences on the
understanding were concluded late last week by
State Department representatives and a Panamanian
commission, headed by Dr. Ricardo J. Alfaro, Min-
ister of Panama. The rumored details of the arrange-
ment seem to be all in favor of Panama, and it is a
fair assumption that not all the terms have been
disclosed. The concessions which the United States
Government is said to be willing to make are quite
important. The American guarantee of Panamanian
independence and our treaty right to intervene at
Panama City and Colon if necessary to preserve
order will not be continued in the new document,
it appears. This represents another triumph for the
“good neighbor” policy of the Administration and
the step is to be commended. Provision also is
said to have been made for meeting in the gold
equivalent and in accordance with the contract
terms the United States obligation to pay $250,000
during each of the past two years for rental of cer-
tain areas. The two checks for $250,000 tendered
by the United States Treasury were returned by
Panama, it will be recalled, with demands for gold
equivalent payments. The nature of the further pay-
ments is not made clear by the published reports.
Radio and highway conventions will supplement the
accord. :

Chaco Peace Conference

IN ITS attempt to define terms for the settlement

of the Chaco war between Paraguay and Bolivia,
the peace conference at Buenos Aires has reached an
impasse that is causing some apprehension in in-
formed circles. Plenary sessions of the gathering
have been discontinued altogether, according to a
dispatch of last Saturday to the New York “Times,”
but it is hoped that progress can be made by the
various commissions that are studying separate
problems. Satisfactory, meanwhile, is the continued
swift demobilization of armed forces by both coun-
tries, which indicates that neither degires to resume
the exhausting conflict. One of the chief points
under debate is the exchange of prisoners. Paraguay
holds 25,000 Bolivian prisoners, while Bolivia holds
only 2,500 Paraguayans. The Bolivian representa-
tives desire an immediate release of all prisoners,
but Paraguay insists on a man-for-man exchange,
which would mean that Paraguay would continue
to hold 22,500 Bolivians until the peace treaty is
signed. It is reported that Paraguay views such
prisoners as a “guarantee” that peace really will
continue, and in support of her contentions she cites
her own experience in previous conflicts, when Ar-
gentina and Brazil held Paraguayan prisoners for
years until actual signature of peace treaties. A
Buenos Aires report of last Monday to the New
York “Times” states that territorial problems also
are contributing to the difficulties of the conference.
Bolivia desires a port on the upper Paraguay River,
while Paraguay is laying claim to Chaco territory
on a scale that would mean the downfall of any
Bolivian Government that agreed to the demands.
Presidents Eusebio Ayala of Paraguay, and Jose
Luis Tejada Sorzano of Bolivia, were scheduled to
confer personally on some aspects of these problems,
but the meeting was postponed.
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Discount Rates of Foreign Central Banks

HE Central Bank of Denmark on Aug. 21 raised
its discount rate from 2149 to 3149, the 2159,
rate having been in effect since November 29 1933.
Present rates at the leading centers are shown in the
table which follows:
DISCOUNT RATES OF FOREIGN CENTRAL BANKS

Rate in Pre~ Rate in
Effect vious Country E//e(!
Aug 23 Rate ug 23

Country Date
Established
17 1932

Date
Established
July 10 1935

Austria. ...
Batavia....
Belgium . ..
Bulgaria. ..
Canada....

Colombia. .
Czechoslo-

vakia....
Danzig. ...
Denmark . .
England. ..
Estonia....
Finland....
France. ...
Germany =

Hollaud e

Hungary...| 414 |Oct.
July 11935 414 4 |Feb. 16 1934
May 15 1935 215 3 June 30 1932
Jan. 31934 8 Aug.12 1935
4
5

ESTCRS
SR

5]
kN

Mar, 11 1935 _. July
Jan. 24 1935 414
July 18 1933

Jan. 25 1933
May 3 1935
Aug. 21 1935
June 30 1932
Sept. 25 1934

N

Jugoslavia - Feb.
Lithuania..| 6 Jan,
Morocco. .. May
Norway - May
Poland . - Oct.

BN

RN
RN

Portugal ... Dec.
Rumania . - Dec.
Dec. 4 1934 South Africa Feb.
Aug. 81935 1 July
Sept. 30 1932| 5 2 Dec.
Oct. 13 1933 Switzerland May
July 26 1935

BN

19 3 0101 O 1 O3 s =1 O3 03 63 69 03 4 1
N

DB W I WODE B

Foreign Money Rates

N LONDON open market discounts for short bills
on Friday were 9-16@549, as against 9-16@34%,
on Friday of last week, and 9-16@24% for three-
months’ bills as against 949, on Friday of last week.
Money on cal' in London on Friday was 14%. At
Paris the open market rate was reduced on Aug. 20
from 326% to 3149, but in Switzer'and the rate
remains at 2349

Bank of England Statement

HE statement for the week ended Aug. 21 shows

a gain of £539,194 in gold holdings, which brings
the total to a new hlgh of £193,909,311, in comparison
with £192,216,927 a year ago. As the gain in gold
was attended by a decline of £5,105,000 in circulation,
reserves increased £5,645,000. Public deposits fell
off £816,000, while other deposits increased £7,502 -
253. The latter consists of bankers’ accounts,
which gained £7,622,994, and other accounts, which
decreased £120,741. The reserve ratio is now 36.449,
as against 46.98%, a year ago. Loans on Govern-
ment, securities increased £1,445,000, while thos: on
other securities fell off £370,859. The latter con-
sists of discounts and advances, which decreased
£2,218,858, and securities, which rose £1,847,999.
The discount rate ig unchanged at 29%,. Below we
furnish a comparison of the different items for five
years:

BANK OF ENGLAND'S COMPARATIVE STATEMENT

Aug. 21 Aug. 22
1935 1934

Aug. 23 Aug. 24
1933

Aug. 26
1932 1931

Circulation
Public deposits. . _ __
Other deposits

£ £
400,441,000 37’) 870 305|2 ,938|363, ‘shl 576 350,31(! 627
15,901,000 303,¢ 2,8 22,5 001 2('. 23,458
0 130,707,834 I : V8 £ 1,162
Bankers' accounts.| 93,897 881 7 "vi 207
Other account_.___| 36,809 953 th 707,955
Governm't securities| 83,400 889 50,175,906
Other securities 27,953,636 37,348,475
Diset. & advances_| 12,951,832 13, 1),296.455
Securities 15,001,804 11,481,265, 19,509,808| 28,052,020
Reserve notes & coin 53,469,000| 72,846,622 76,941,082| 50,714,286| 59,334,180
Coin and bullion____ 193,909,311|192, 2[6 927|191,497,920(139,595,682(134,644,807
Proportion of reserve
36.449 46.939%, 46.57% 37.13% 46.12%

to liabilities
2% 2% 2% 2% 414 %

38
42,4()1,331 H 42" 170
84,905,963| 71,278,993
21,540,809| 32, 74

10,059,544

35,701,668
84,504,709

Bankratel.._. ...

Bank of France Statement

HE weekly statement dated Aug. 16 shows an in-
crease in gold holdings of 78,551,211 francs.
The total of gold is now 71,661,243,020 francs, in
comparison with 81,317 ,828, 261 fxancs last year md
82,092,540,468 francs the previous year. IFrench
commercial bills discounted, advances against securi-
ties and creditor current accounts register decreases
of 551,000,000 francs, 10,000,000 francs and 50,-
000,000 francs, respectively. The Bank’s ratio is now
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at 75.689%, as against 80.23%, a year ago and 79.62%,
two years ago. Notes in circulation record a con-
traction of 426,000,000 francs. bringing the total of
notes outstanding down to 81,062,778,445 francs.
Circulation last year aggregated 80,470,339,760 francs
and the previous year 81,530,317,765 francs. Below
we show the different items with comparisons for
three years:

BANK OF FRANCE'S COMPARATIVE STATEMENT

Changes

Jor Week Aug. 16 1935 |-Aug. 17 1934 | Aug. 18 1933

Francs Francs Francs Francs
-+78,551,211{71,661,243,020|81,317,828,261|82,002, 549,468
No change 7,972,426 12,851,214 1,293,903,798

Gold holdings
Credit bals. abroad.
a French commercial
bills discounted. .
b Bills bought abr'd
Ady. against securs.
Note circulation_ ..
Cred. curr. acets._.

—551,000,000| 6,050,110,221( 3

No change| 1,229,018,158| 1,
—10,000,000| 3,189,075,716| 3,
—426,000,000|81,062,778,445|80,
—>50,000,000(13,622,296,074(20,
Propor'n of gold on

hand to sight liab +0.46%
a Includes bills purchased in France.

,460,482,077| 2,803,562,042
124,980,081| 1,374,401,638
107,840,801 2,722,538,814
470,339,760|81.530,317,765
884,891,614/:1,575,590,460

75.68% 80.23% 79.62%
b Includes bills discounted abroad.

Bank of Germany Statement

HE statement for the second quarter of August

reveals a decline in gold and bullion (the first
since Nov. 15 1934) of 9,974,000 marks. The total
of gold which is now 94,662,000 marks, compares with
74,964,000 marks last year and 270,460,000 marks
the previous year. Reserve in foreign currency,
advances, other assets and other liabilities also
record decreases, namely 11,000 marks, 3,514,000
marks, 1,619,000 marks and 658,000 marks, re-
spectively. The Bank’s ratio is now 2.689, compared
with 2.189, a year ago and 10.49} two years ago.
Notes in circulation show a contraction of 23,072,000
marks, bringing the total of the item down to 3,717 -
104,000 marks. A year ago circulation aggregated
3,594,312,000 marks and the year beforve 3,327,-
901,000 marks. An increase appears in bills of ex-
change and checks of 3,362,000 marks, in silver
and othec coin of 16,167,000 marks, in notes on
other German banks of 2,849,000 marks, in invest-
ments of 3,514,000 marks and in other daily maturing
obligations of 32,486,000 marks. Below we furnish a
comparison of the various items for three years:

REICHSBANK'S COMPARATIVE STATEMENT

|
Changes

Jor Week Aug. 15 1935\ Aug. 15 1')3»1'Au;7. 15 1933

Assets—

Gold and bullion

Of which depos. abroad
Reserve in foreign curr. —11,000
Bills of exch. and checks +-3,362,0001(3,
Silver and other coin_ .. + 16,167,000
Notes on other Ger.bks. + 2,849,000
Advances —3,514,000
Investments . 1,496,000
Other assets_ —1,619,000

Retchsmarks
—9,974,000
No change.

Reichsmarks
94,662,000
30,156,000

285,000

Reichsmarks

270,460,000

58,545,000

74,284,000

3, 0 ’l 721,000
7,868,

Reichsmarks
! ¢

54'0 5,000
663,056,000
669,281,000

L0 3.
P PR G.Zlﬂ’()()ll 497, 47.000

Liabilities—
Notes in circulation__ __
Other daily matur. oblig
Other ljiabilities. .. ____
Propor of gold & for'n
curr. to note circula'n

94,000|3,594,312,000(3,3 01,000
(')(')().443,0()0K 53,000
171.72(‘),()0()| 234,709,000

2,189

—«2'} 072,000(3,717,1
32,486,000 763,276,000
225,5

-—658,000 25,548,000

—0.25% 2.68% 10.4%

New York Money Market

NOT in any particular was there an observable

change in money market tendencies this week.
Demand for accommodation remained very modest,
while funds continued to accumulate in banks, the
reserve deposits of member banks with the Federal
Reserve over requirements now amounting to $2,680,-
000,000. This indication of idle credit resources
means that any material advance of money rates
must be relegated to the more distant future. The
Treasury sold this week an issue of $50,000,000 dis-
count bills due in 273 days, and the awards were
made at an average figure of 0.087%, computed on a
bank discount basis. Call loans on the New York
Stock Exchange held to 14 %, and time loans up to
six months’ maturities also were at that level. No
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changes appeared in bankers’ bills or commercial
paper rates.

New York Money Rates

DFALIN(} in detail with call loan rates on the

Stock Exchange from day to day, !4 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 trans-
actions having been reported. Rates are 249 on all
maturities. The market for prime commercial paper
quieted down to some extent this week, though trans-
actions continue moderately active. Rates ace 24%
for extra choice names running from four to six months
and 19, for names less known.

Bankers’ Acceptances

HE demand for prime bankers’ acceptances has
held up well during most of the week, but there

has been a considerable shortage of prime bills.
Quotations of the American Acceptance Council for
bills up to and including 90 days are at 3-16% bid and
149, asked; for four months, 4% bid and 3-169,
asked; for five and six months, 3% bid and 5-16%
asked. The bill buying rate of the New York Re-
serve Bank is 149, for bills running from 1 to 90
days, 349, for 91- to 120-day bills, and 19, for 121-
to 180-day bills. The Federal Reserve banks’ hold-
ings of acceptances increased from $4,693,000 to
$4,695,000. Open market rates for acceptances are
nominal in so far as the dealers are concerned, as
they continue to fix their own rates. The nominal

rates for open market acceptances are as follows:

SPOT DELIVERY
—-180 Days— —-150 Days— ——120 Days—
Bid Asked Bld Asked Bid Asked
Prime eligible bills 3% 516 3% 16 X 3ie
—90 Days—— ~=-80 Days—— ——30 Days-——
Bid Askee Bild Asked Bid Asked
Prime eligible bills 36 b1 36 ¥ 36
FOR DELIVERY WITHIN THIRTY DAYS
Eligible member banks
Eligible non-member banks

Discount Rates of the Federal Réserve Banks

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

Rate in
Effect on
Aug. 23

Prevlous

Federal Reserve Bank
Rate

Date
Established
Feb. 8 1934
Feb. 21034

X X

1919 13 13 89 19 13 B0 1= 10 = 22
19 19 19 19 10 19 B9 19 19 10 19 10
SEREIRERR & X

. 16 1934

The Course of Sterling Exchange

STERLING exchange continues exceptionally firm,

ruling at practically the same levels as last week,
with very little change in fluctuations. It will be
recalled that on Wednesday, Aug. 14, sterling cable
transfers were quoted as high as $4.9815, the best
quotation since early in November 1914. With
respect to French francs there is no perceptible change
in the pound. Bankers think that the London check
rate on Paris would be ruling higher, that is, more
in favor of London, but for the active operations of
the British exchange control to hold sterling steady
in terms of gold. For nearly four months sterling
has varied less than 19 in terms of gold. The
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dominating factor in the high quotations for sterling
at present is again the heavy purchases of silver in
the London market for account of the United States
Treasury. The breakdown of the three powec con-
ference on the Italo-Ethiopian situation disturbed
all Buropean markets to some degree, but foreign
exchange trading was less affected in the Continental
centers and in London than were the stock and secur-
ity matkets. The range for sterling this week has
been between $4.9654 and $4.9834% for bankers’ sight
bills, compared with a range of between $4.961%
and $4.983¢ last week. The range for cable transfers
has been between $4.9634 and $4.981%, compared
with a range of between $4.9614 and $4.981% a week
ago. ;

The following tables give the mean London check
rate on Paris from day to day, the London open
market gold price and the price paid for gold by the
United States:

MEAN LONDON CHECK RATE ON PARIS
Saturday, Aug. 17 74.937 | Wednesday, Aug. 21 _--- 75.088

Monday, Aug. 19 74.996 | Thursday, Aug.22__.__--- 75.113
Tuesday, Aug. 20 ---u--- 75.244 | Friday, Aug. 23 .- 75.086
LONDON OPEN MARKET GOLD PRICE
Saturday, Aug. 140s. 4d. | Wednesday, Aug. 21__ 139s.1114d»

Monday, Aug. 140s. 2}4d. | Thursday, Aug.22_. 140s.

Tuesday, Aug. 20 140s. 1d. | Friday, Aug. 23_ . 140s. 1}4d,

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

Saturday, Aug. 17 .- -- $35.00 | Wednesday, Aug. 21

Monday, Aug. 35.00 | Thursday, Aug.22__._.-- 35.00
T:esduy. Aug. 20 35.00 | Friday, Aug. 23

The outstanding feature of the sterling market
again this week was the drop in silver prices and the
heavy selling for Far Eastern, especially Indian
account, with consequent large silver purchases. by
the United States Treasury, which necessitated cor-
respondingly large purchases of sterling exchange.
The London silver market was startled on Tuesday
by word of the failure of one of the largest Bombay
operators in silver. The announcement of this
bankruptey paralyzed the Bombay silver market and
induced heavy selling of securities on the Bombay
stock market. In a measure the nervousness in
India, while resulting primarily from a conviction
strongly held by former long interests that the
American officials will make no further attempt to
increase the world price of the metal, is likewise
attributable to fears that the Italo-Ethiopian dispute
may cause native uprisings in India. Hence Bombay
and the Far East have become extremely bearish on
silver, with resultant dumping of the metal in the
London market for several weeks.

Persistent buying of silver for American account
has required heavy sales of dollars for sterling with
the result that the rate for sterling in terms of the
dollar during the past few weeks is disproportionate
to the price of sterling in terms of the French franc
or gold. It is feared in London that the ultimate
repercussions of the Bombay failure may cause an
acceleration of silver dumping, so that operators for
the United States Treasury may be compelled to
lower their peg for the metal in London, which now
appears to be at 29d., whereas only a few weeks ago
the Treasury operations were holding the market
steady around 30 3-16d. per ounce. The United
States Treasury has up to the present operated only
in the spot or cash silver market and seems to have
been consistently refusing to heed the requests of
London bullion dealers to lend support to the future
market. Traders believe that unless the future
market can find official American support, the price
for the white metal must drop excessively low because
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of the extreme bearishness prevalent in India. While
the spot market on Tuesday was held steady at
29d., future quotations broke 34d. to 28 9-16d., and
in the late trading to 2814d. For many weeks prior
to the recent reversal of position by the Bombay
silver traders, the silver stocks in Bombay had been
steadily accumulating through shipments from in-
terior hoards until at latest reports Bombay had
record stocks of 35,000,000 ounces, against stocks of
under 10,000,000 ounces a year ago.

Whether the silver price drops lower or not, so long
as the United States Treasury is compelled to buy
the metal, sterling will continue to be quoted firm
in terms of the dollar regardless of any factors which
would normally reduce the quotations. At present
such a factor is a movement of European funds to the
New York market prompted by the advances in
Wall Street during the past few weeks and now
accelerated by fears arising from the dispute between
Italy and Ethiopia. The Italian aggression has not
yet occasioned sufficient fear in Europe to make a
movement of funds away from London to New York
of sufficient importance to cause alarm. Tourist
demand on London is still operative and the autumn
drain on commercial account has only begun. The
difficulties of the gold bloc countries are by no means
resolved and despite the serious threat to world peace
and the predominant part which Great Britain may
be compelled to take in future international relations
there is still a steady flow of funds to London seeking
safety, indicating a world-wide confidence in the
integrity of the London authorities. It is reported
that there is some movement of American funds to
London occasioned by the vecent tax legislation.
There can be no doubt that a large part of the gold

purchased in the London open market and left in
the deposit vaults of London banks is for account of
‘American interests, much of it held by private
hoarders but the greater part owned by interests
conducting an international business. ;

Money continues abundant in the London market,

with rates unchanged from last week. Two and
three-months’ bills are 9-16 to 94%, four-months’
bills 589%, and six months’ bills are 11-169%, to 3{%,.
The six-month maturities are fractionally easier than
last week.

All the gold available in the London open market
continues to he taken for unknown destination,
understood to be chiefly for private hoarders. On
Saturday last there was available and so taken
£196,000, on Monday £350,000, on Tuesday £1,-
157,000, on Wednesday #£406,000, on Thursday
£330,000, and on Friday £392,000. On Friday of
last week the Bank of England bought £472,447 in
gold bars. On Monday the bank bought £4,567 in
gold bars, and on Friday £103,264 in bars.

At the Port of New York the gold movement for
the week ended Aug. 21, as reported by the Federal
Reserve Bank of New York, was as follows:

GOLD MOVEMENT AT NEW YORK, AUG. 15-AUG. 21, INCLUSIVE
Imports | Ezports
$709,000 from India |

| None
$709,000 total |

Net Change in Gold Earmarked for Foreign Account
Decrease: $524,000

The above figures are for the week ended on
Wednesday. On Thursday $2,120,100 of gold was
received from Canada. There were no exports of the
metal or change in gold held earmarked for foreign
account. On Friday $2,063,700 of gold was received,
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of which $2,059,100 came from India and $4,600 from
Guatemala. There were no exports of the metal
but gold held earmarked for foreign account increased
$4,600. On Friday $162,000 of gold was received
at San Francisco from China.

Canadian funds during the week were quoted in
terms of the dollar from a discount of 9-329} to a
premium of 3-169.

Referring to day-to-day rates sterling exchange on
Saturday last was firm in a dull half-day session.
Bankers’ sight was $4.9634@$4.9714; cable transfers
$4.9674@%$4.9714{. On Monday the pound was
firmer. The range was $4.9754@$4.98 for bankers’
sight and $4.9734/@$4.981% for cable transfers. On
Tuesday exchange on London was noticeably firm.
Bankers’ sight was $4.981¢@$4.9834; cable transfers
$4.981/@$4.981%4. On Wednesday sterling was
steady. The range was $4.9814@$4.9834 for bank-
ers’ sight and $4.9834@$4.9814 for cable transfers.
On Thursday sterling, while easier, continued to
display a firm undertone. The range was $4.9715@
$4.9815 for bankers’ sight and $4.9754@$4.9814
for cable transfers. On Friday sterling was lower,
the range was $4.96%4@$4.973% for bankers’ sight
and $4.9634@$4.975% for cable transfers. Closing
quotations on Friday were $4.973¢ for demand
and $4.975¢ for cable transfers. Commercial sight
bills finished at $4.971%, 60-day bills at $4.9614,
90-day bills at $4.957¢, documents for payment
(60 days) at $4.961%, and 7-day grain bills at $4.9674.
Cotton and grain for payment closed at $4.971%.

Chronicle

Continental and Other Foreign Exchange

XCHANGE on the Continental countries presents
no new features of importance from last week.
Uneasiness aroused by the failure of the three-power
conference to effect a compromise in the Italo-
Ethiopian dispute, while communicating itself to the
security markets abroad had, as stated in the resume
of sterling, only a slight effect on the foreign exchange
market.

French francs continue firm, ruling throughout
the week close to new dollar parity and on several
occasions going well above it. The firmness was
only relative and was due to heavy transactions for
account of the United States Treasury Department
in the London silver market during the early part of
the week. Following a large cleaning up of sales in
silver on Thursday sterling and all the Continental
currencies declined as the dollar appreciated in terms
of the pound.. In terms of sterling the French franc
has been remarkably steady for several weeks, ruling
close to 75 francs to the pound. The position of the
franc is also improved as it would seem that the
French people have paid some heed to the requests
made last-week by M. Jean Tannery, Governor of the
Bank of France, that they show more confidence in
their currency and in the banks by investing and
placing on deposit their hoarded supplies of coin
and currency notes. M. Tannery, it seems, made
several talks exhorting the French to take this more
reasonable attitude. As a consequence the current
statement of the Bank of France shows a decrease
in circulation of 426,000,000 francs, while its bills
discounted at home show a decrease of.551,000,000
francs. The latter item would seem to indicate that
to some appreciable extent French hoardings found
their way into other banks of the country. The
statement also shows an increase of 78,551,211 francs
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in gold holdings. However, not all of this gold-in-
crease by any means came from gold hoarders. The
greater part of it represents gold shipments from
Holland owing to the weakness of guilder exchange.

The French authorities are doing everything pos-
sible to make money and credit easy in France.
M. Tannery recently announced that the bank would
henceforth open short-term credits widely to all
branches of industry at minimum rates. Whether
Premier Laval’s financial decrees will inject sufficient
strength into the French economy to restore confi-
dence and draw heavily upon the hidden funds of
the national hoarders will be disclosed in coming
weeks. The total hoarded money is generally esti-
mated at approximately 40,000,000,000 francs, 25,-
000,000,000 francs in notes of high denomination,
chiefly 500 and 1,000 francs, and 15,000,000,000
francs in gold ingots and coin. Thus, fully half the
civculation of the Bank of France is hidden away,
pecforming no function in the national economy.

The  German mark situation shows no material
change. Warnings issued by Dr. Schacht, President of
the Reichsbank, in a speech on Sunday last against
acts of extremists are interpreted in market circles as
indicating that the Reich’s director of national econ-
omy is finding it extremely difficult to maintain the
fiction of mark parity. The Reichsbank now admits
a short-term debt of 9,500,000,000 marks, which
together with the 10,265,000,000 marks of funded
debt, would bring the total of the German Govern-
ment’s floating debt to almost 20,000,000,000 marks.
This is 7,000,000,000 marks above the last official
return, but close students of Continental credit situa-
tions are convinced that hidden and unacknowledged
items would bring the total Reich indebtedness close
to 30,000,000,000 marks. There can be no question
that Dr. Schacht is seriously alarmed over the credit
and economic situation of Germany.

The Italian situation is fully discussed in other
columns. To all appearances the lira has been
steady for weeks, but the quotation is largely nominal
owing to the strict control of exchange and national
economy in Italy. The straits of Ttalian public
finance are well known. The Bank of Italy must
continue to lose gold as the government can not
readily arrange credits abroad. The bank’s state-
ment for the week ended Aug. 10 shows gold stock of
5,057,034,000 lire (approximately $415,182,491)
against 5,257,634,000 lire (approxmately $431,-
651,751) on July 31. The ratio of gold stock to note
circulation is 36.27%. Par of the lira 8.91 cents.
The official rate recognized by the Italian exchange
control is 8.22 cents. Recent United Press dispaiches
from Nice report heavy smuggling of Italian lire from
Italy which were dumped on the exchange market in
Nice. The banks of Nice were selling lire at 115
francs per 100 lire (7.62 cents).

In the unofficial foreign exchange market in
London the value of Ethiopian currency is stronger
than the Italian lira. There is no official quotation
for the Ethiopian thaler, but a few merchant bankers
in London who do business in East Africa make the
market. On Wednesday the Ethiopian unit im-
proved from 16.47 to the pound sterling to 14.50,
while Italian bank notes suffered a discount of 10%,
in London’s “Black Bourse” or unofficial market.

Belgian exchange is on a more satisfactory basis
than any of the Continental currencies. The
National Bank of Belgium’s statement as of Aug. 15
shows gold reserves of 3,521,221,653 belgas. Belgian
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balances abroad total 1,407,792,090 belgas. = The
bank’s ratio of gold to total sight liabilities stood at
66.36%. Its gold to circulation ratio is at 85.27%.
The following table shows the relation of the lead-
ing European currencies still on gold to the United

States:
New Dollar
Parity
6.63
16.95
8.91
32.67
68.06

Range
This Week
6.613{ to 6.64
16.86 to 16.92}4
8.19 to 8.24
32.67 to 32.77
67.73 to 67.96

0ld Dollar
. Parity
France (franc)
Belgium (belga)
Ttaly (lirg) - - - = e am -
Switzerland (franc)
Holland (guilder)

The London check rate on Paris closed on Friday at
75.07 against 74.93 on Friday of last week. In New
York sight bills on the French center finished on Fri-
day at 6.615%, against 6.6324 on Friday of last week;
cable transfers at 6.621%, against 6.6334, and com-
mercial sight bills at 6.591%, against 6.603%. Ant-
werp belgas closed at 16.86 for bankers’ sight bills
and at 16.87 for cable transfers, against 16.89 and
16.90. Final quotations for Berlin marks were 40.28
for bankers’ sight bills and 40.29 for cable transfers,
in comparison with 40.38 and 40.39. Italian lire
closed at 8.1814 for bankers’ sight bills and at 8.19}%
for cable transfers, against 8.2234 and 8.23%4.
Austrian schillings closed at 18.98, against 19.01;
exchange on Czechoslovakia at 4.1514, against
4.1614; on Bucharest at 0.90, against 0.90; on Poland
at 18.95, against 18.98, and on Finland at 2.20}4
against 2.20. Greek exchange closed at 0.941% for
bankers’ sight bills and at 0.94%% for cable transfers,
against 0.941% and 0.94%%.

—_——

XCHANGE on the countries neutral during the
war continues to display mixed trends, but with

no decidedly new features of importance from those
of recent weeks. The central bank of Denmark
increased its rate of rediscount on August 21 from
214% to 31%%. With the exception of Belgium,
which has a 2%, rate, Denmark shared with Sweden
recently the distinction of having the lowest bank
rate in Europe. The increase in the Danish rate
brings it to a level with Norway, which has been at
3149, since May 23 1933. This is the first change
in the Copenhagen rtate since Nov. 29 1933, when
the rate was reduced from 39,. The Scandinavian
currency ave exceptionally steady, moving in close
sympathy with the fluctuations in sterling exchange.
The Holland guilder is the most disturbed of the
neutral currencies and despite the strong position of
the Colijn government, the guilder continues weak
in terms of the major currencies. Holland continues
to lose gold, principally to France. The last state-
ment of the Netherlands Bank showed a loss in gold
holdings of 4,100,000 guilders. It is believed that
practically all of this went to Paris. It is asserted
in well informed quarters that the weakness in the
guilder is in part attributable to the transfer of funds
from Amsterdam to the secuvity markets of both
London and New York. Swiss francs are firm against
all major currencies, due in no small measure to
uneasiness as to the political situation in various
Fuvopean countries, especially since the approach
of the intensification of the dispute between Italy
and Ethiopia, as all such disturbances have a tend-
ency to send uneasy funds to Switzerland for safety.
Bankers’ sight on Amsterdam finished on Friday
at 67.77 against 67.96 on Friday of last week; cable
transfers at 67.78, against 67.97, and commerical
sight bills at 67.75, against 67.94. Swiss francs
closed at 32.67 for checks and at 32.68 for cable
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transfers, against 32.75 and 32.76. Copenhagen
checks finished at 22.21 and cable transfers at 22.22,
against 22.18 and 22.19. Checks on Sweden closed
at 25.64 and cable transfers at 25.65, against 25.62
and 25.63, while checks on Norway finished at 25.00
and cable transfers at 25.01 against 24.96 and 24.97.
Spanish pesetas closed at 13.7114 for bankers’ sight

bills and at 13.7214 for cable transfers, against 13.74
and 13.75.

————

XCHANGE on the South American countries is
showing a somewhat improved tone, although
these countries still restrict exchange operations
rigidly. Inonly afew of thesejRepublics is the un-
official or free market of real importance. The
Argentine unofficial market is perhaps the freest,
while the Brazilian authorities have recently tight-
ened, or rather restored, exchange control regulations
which a few months ago they were inclined to relax.
The financial situation is clearly improving in both
Argentina and Brazil, though Brazilian public finance
is still confronted with serious problems. However,
the outlook is brighter than at any time in several
years. The steady expansion in the raw cotton in-
dustry in Brazl is expected shortly to relieve the
exchange situation there and has already done so to
a considerable extent. Buenos Aires dispatches state
that the Government’s profit on exchange operations,
a large portion of which is produced by an extra
surcharge on imports from the United States, is being
used to extend largely the plan for increasing the
cotton acreage in the northern parts of Argentina.
The statement of the Central Bank of Argentina for
Aug. 15 shows a ratio of gold reserves to notes in
cicculation of 143.829. The reserve ratio of gold
to note and sight liabilities stands at 82.529,. The
total gold held in the bank is 1,224,417,645 paper
pesos, while gold and currency held abroad total
118,922,681 paper pesos. The Central Bank of Ar-
gentina began operations on May 1, taking over the
assets and liabilities of the Conversion Office, the
Rediscount Committee, and the National Public
Credit. In transferring the assets to the new central
bank the gold stocks of the country were revalued at
the current peso rate of exchange.

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 26.85@27.00 against 26.90@27.00. Brazilian
milreis, official rates, are 814 for bankers’ sight bills
and 8.51 for cable transfers, against 814 and 8.51.
The unofficial or free market close was 5.40, against
5.45.  Chilean exchange is nominally quoted on the
new basis at 5.19, against 5.19. Peru is nominal at
23.90, against 23.86.

—p
XCHANGE on the Far Eastern countries presents
little change from last week as the same set of
conditions is operative. Japanese yen are steady,
held in close relation to the course of sterling ex-
change. The Indian rupee has not been affected by
the bankruptecy of an important bullion trader in
Bombay or by the persistent dumping of silver in
London for Indian accounts. The rupee is attached
by law to sterling at the rate of 1s. 6d. per rupee.
Hong Kong is inclined to ease in sympathy with the
lower ruling prices for world silver, although curiously
enough Shanghai has not made any noticeable re-
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sponse to the weakness in world silver prices during
the past few weeks.

Closing quotations for yen checks yesterday were
29.43, against 29.39 on Friday of last week. Hong
Kong closed at 4954@50 9-16, against 4934 @50 5-16:
Shanghai at 371{@3714, against 374@37 3-16;
Manila at 49.85, against 49.85; Singapore at 58.10,
against 5814; Bombay at 37.57, against 37.56, and
Calcutta at 37.57, against 37.56.

Foreign Exchange Rates

URSUANT to the requirements of Section 522

of the Tariff Act of 1922, the Federal Reserve

Bank is now certifying daily to the Secretary of the

Treasury the buying rate for cable transfers in the

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

FOREIGN EXCHANGE RATES CERTIFIED BY FEDERAL RESERVE
BANKS TO TREASURY UNDER TARIFF ACT OF 1922
AUG. 17 1935 TO AUG. 23 1935, INCLUSIVE

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

Aug. 17 | Aug. 19

Europe— s | s
Austria, schillin; -| J189591% .189591% .
Belgium, belga 1168969 | 1169030 | -
Bulgaria, lev.. .013375% .
Czechoslovakia | 041614
Denmark, krone 221791
England, pound sterl'g/4.960416
Finland, markka. ... .021930
France, franc, .066312
Germany, reichsmark| .403800
.009437
.679361
.207250%
.082313

Country and Monetary
Unit

Aug.20 | Aug.21 | Aug.22 | Aug.23

$
.189341%
168570
.013125%
.041510
221672
4.967250
.021880
.066163
402625
.009430
677346
.296350*
.081911
.249491
.189340
.045155
.009000
.137103
256041
.326650
.022950

$
189541+
.168920
.013250*
041600
222208
4.977000
.021930
.066279
403542

S
.189591%

222116
4.976833
.021920
.066357
404015
.009445
.678361 | .
.207125% .
.082126
.249958
.189760
.045265
.009280
.137428
256475
327460
.022975

Poland, zloty
Portugal, escudo
Rumania, leu.
Spain, peseta.

.023000 J022987 | .022993 | .022975
Asia—

China—
Chefoo (yuan) dol'r|
Hankow (yuan) dol'r,
Shanghal (yuan) dol.
Tientsin(yuan) dol'r|
Hong Kong, dollar.

India, rupee

Japan, yen....______ .293485 | .294190 | .293870 | .293775 | .293700

Singapore (8. S.) dol'r

.578125 | .580000 | .580625 | .580625 | .578750
Australasia—

Australia, pound..._. 3.948437#* 3.955312*3.955000* 3.956250* 3.953125%3.945312*
N!wa %eﬂlnnd. pound. 3.971562%3.975625%3.978123* 3.979375‘|3.976562‘l3.967812‘
rica—
South Africa, pound. . 4.929750‘14 .036500"4.944000‘ 4.943750*4.938250%4.928250 %
North America— 1

Canada, dollar-..._.! .996931 | .097239

Cuba, pesO. v 999200 | .999200

Mexico, peso (sllver). .277375 | .2773 5

Newfoundland, dollar .994375 | .994875
.331800*

South America—
Argentina, peso .331025%

Brazil, milreis .084150*| .083535*

.050950*| .050950*

.806700*|

Chile, peso..
Uruguay, peso. .807050%
.532600*| .532600*

* Nominal rates, firm rates not available,

.367916
.368333
.367916
368333
495625
374350
293060
577500

.370208
.370625
370416
370625
493125
375175

.369166
369583
369062
.369583
491250
375385

367500
367016
367500
.367916
482500
375750

.367708
.368125
367343
.368125
484062
375650

.371041
371458
.371093
.371458
496458
.374960

.997630
999200
277500
.995312

.332200*
.084260*
.050950*
.807000*
.533300%

997526
999200
277500
.995062

.332125%
-084235% .084235%
.050950:; .050990:
-807000% .805750
.534800% .539800*

.997613
.999000
277250
995125

.331375*%

997395
999200
277250
.994937

.331250

.084183*
.050000*
.805750*
.530800:

Colombia, peso

Gold Bullion in European Banks

HE following table indicates the amount of gold

bullion (converted into pounds sterling at par

of exchange) in the principal European banks as of

Aug. 22 1935, together with comparions as of the
corresponding dates in the previous four years:

Banks of— 1935 1934 1933 1932 1931

£
139,595,862
657,615,354
35,587,800 315,
90,249,000 91,023,000
61,540,000 58,003,000
85,306,000 53,390,
75,097,000 5,187,
89,164,000 32,274,000
11,443,000 13,206,000
7,397,000 397, 7,400,000 9,544,000
6,577,000 6,569,000 9,911,000 8,129,000

Total week.|1,149,923,5551,245,055,353(1,258,633,516/1,260,909,016| 977,296,799
Prev. week.|1,146,942,73111,239,681,62611,255,417,67111,260,125,779] 077,445,039

a These are the gold holdings of the Bank of France as reported in the new form
of statement. b Gold holdings of the Bank of Germany are exclusive of gold held
abroad, the amount of which the present year is £1,507,800.

Looking Backward and Forward
at Work Relief
The announcement on Monday that only $900,-
000,000 of the $4,000,000,000 Federal work relief
fund which the present session of Congress has

£ £
192,216,927| 191,497,920
650,642,626 656,740,396
2,905,800  12.666,200
90,569,000/ 90,390,
69,657,000
71,950,000
75,304,000
62,543,000
15,393,000

£
193,909,311
573,289,944
3,225,300

England ...
Francea.__

£
134,644,807
0

90,774,000
59,741,000
49,161,000
100,534,000
45,480,000
19,813,000
7,394,000
6,602,000

Netherlands
Nat. Belg’m
Switzerland
Sweden..___
Denmark - _
Norway ...
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voted remained unallotted, and that local projects
not submitted to the Public Works Administration
within thirty days would not be considered, calls
attention once more not only to the speed with which
this enormous appropriation appeared to have been
allocated, but also to the character of the projects
themselves and the financial, social and political
consequences which their prosecution is likely to
entail. No one with even a slight experience of busi-
ness, engineering or construction will be easily con-
vinced that any such huge sum as $3,000,000,000 can
have been parceled out in a few weeks among hun-
dreds of communities, large and small, with any-
thing like the careful inquiry and intelligent plan-
ning that would ordinarily be found in private un-
dertakings, or that the importunities of local inter-
ests would be closely scanned when haste and Ad-
ministration prestige were dominant considerations.
Quite aside from the question whether work relief
is in any circumstances a sound method of dealing
with unemployment, it is obvious that, once the flood-
gates of Treasury resources were opened, projects
which in ordinary times would not for a moment be
regarded as fit subjects for Federal aid would be
carried along equally with others to which, on their
merits, less serious objections would® probably be
made, and that a dollar’s worth of social benefit for
every dollar of outlay would be thought less neces-
sary when the Federal Government guaranteed 55%
of the cost.

Some recent lists of work relief allocations in New
York City and its vicinity, fairly typical, it may be
suspected, of similar allocations in other parts of
the country, afford amazing illustrations of the
extent to which the Federal Government is support-
ing projects which are in no sense Federal, and
which, if they are defensible at all, are clearly mat-
ters for the State or its local communities. On Aug.
15 it was announced that President Roosevelt had
approved “further allotments” totaling $14,663,958
for projects in New York City, to be carried out un-
der the direction of the Work Relief Administration.
Jach of these projects, it was stated, was to be sup-
plemented by contributions from other sources, but
neither the amounts nor the “sponsors” were indi-
cated nor were the contributions themselves as yet
actually pledged. The list, as reported by the United
Press, included $72,826 for “a survey to unearth
unlicensed places and determine new sources of
revenue with a view to revising license fees”; $70,666
for “a sociological study of the Italian population
to define social and educational needs”; $612,339 to
Teachers College, a private institution, to enable it
to “conduct research studies” the nature of which
was not revealed; $263,555 for “a survey of water
leakage in four boroughs”; $76,600 for “a study of
the forms and procedures of all municipal depart-
ments with a view to standardization and the elimi-
nation of duplication”; $15,400 for “a study by a
special committee of the Board of Estimate on the
operation of the Fort Lee and Riverside ferry to
determine the terms upon which a lease should be
offered,” and $59,400 to “aid the Department of
Parks in making a traffic count at Marine Park
bridge, Brooklyn.”

Two days later came a further allotment of $15,-
246,882 for “local non-Federal public works” in 27
States, among which were appropriations for school
puildings in New Jersey, “a new system of lateral
gewers” for a small village in the New York City
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suburbs and “a complete waterworks” for a small
New Jersey town. On Aug. 18 it was announced that -
$3,000,000 would be available during the coming year
to expand the activities of the “drama unit” of the
Works Progress Administration (about $2,000,000
more than a previous allotment), the project to in-
clude a circus division. On Aug. 20 Presidential ap-
proval was given to a Federal appropriation of $1,222
for “grading and sowing grass seed” around a pub-
lic building at Hackensack, N. J., with an additional
$230 from “sponsors”; $6,479 for “excavating, clear-
ing, grading, seeding, rolling and other improve-
ments” at a school in Bergenfield, in the same State,
the “sponsors” in this case charging themselves with
only $161; and $86,421 for “drive, foot trail and
bridle trail construction, bridge construction, drain-
age, and clearing parks” at Elizabeth, in aid of which
the “sponsors” were credited with $528. A list. of
projects totaling $17,382,936, most of which, it was
stated, had already been “finally approved by Fed-
eral relief authorities,” was made public on Aug. 21
for existing or new educational activities in the New
York City schools.

Nearly all of these projects, of course, represent
“made” work—work, that is, undertaken ostensibly
with a view to giving employment to persons not
previously employed. The New York City drama
project, it is claimed, will put 2,000 persons on the
pay roll, 1,000 being employed already; the educa-
tional allotment will take care of an additional 15,-
300. Tt is very doubtful, however, if any considerable
number of the non-Federal projects that have been
planned or begun throughout the country would
have been undertaken save for the lure of a Federal
grant. The way in which such grants have been
pressed upon States and municipalities is, of course,
entirely in accord with President Roosevelt’s theory
of spending our way out of depression into prosper-
ity, but the spending in the vast majority of these
cases is not a spending of what one has but of what
one hopes to have in the future, since every dollar,
whether Federal or local, that goes into these work
relief projects, aside from such trifling sums as may
be given ontright, must in due time be recovered by
taxation or charged off as a loss.

What is happening, in other words, is that both
States and municipalities, spurred by insistent offers
of Tederal money, are saddling themselves with
building or other projects which they cannot afford,
and of which they are likely to find it extremely bur-
densome eventually to pay their share. The State
of Rhode Island, to its credit, had the wisdom and
courage in a recent election to turn down an invita-
tion, backed by a personal appeal of Secretary Ickes
through Governor Green, to add heavily to its debt
in return for a Federal allotment, and a number of
towns in Connecticut have lately shown equal inde-
pendence. Hardly any of the projects, moreover,
in such lists as those we have referred to, are in any
sense self-liquidating; on the contrary, they repre-
sent either projects which, once finished, stand as
naked accomplishments and afford the community
no additional source of income, or others which, if
they are to be used or kept from deterioration, must
be maintained out of income from taxation. It will
doubtless be “useful” for the Department of Public
Welfare of the City of New York to possess “an index
and code of the public and child welfare laws” for
whose compilation $6,600 was allocated by President
Roosevelt on Aug. 15, but the compilation will De
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out of date a year after it is made unless it is kept
up, while such allotments as that of $93,116 for “a
pitometer survey of the flow in water mains in
3rooklyn and Queens” and of $19,697 for “a study
of all existing bus lines” in Queens Borough seem
to promise nothing but sheer waste.

Whether the communities and States which are
heavily mortgaging their financial future are getting
a reasonable immediate return in work done is a
matter on which detailed and accurate information
is lacking. A commission appointed by Governor
Lehman of New York to study the effects, other
than relief, of the work relief projects on which the
State is spending $15,000,000 a month, reported on
Tuesday, on the basis of an engineering survey of
599 construction projects, that the “estimated over-
all efficiency,” while varying widely, averaged
T4.8%, with somewhat more than half the jobs at-
taining 80% and 149 below the 50% efficiency level.
The State average was pulled down by New York
City, where the efficiency average was only 64%.
The commission found many of the projects useful,
and thought the cost not “extremely unreasonable”
notwithstanding that it exceeded by 35% the fair
cost under usual contract conditions. Projects de-
signed for white collar workers were not included
in the survey. If the average for white collar proj-
ects is the same as for those in the construction field,
the State of New York is paying excessively high
for most of its work relief,

New York presents still another condition which
it may be suspected obtains elsewhere, especially in
populous areas, and which bears directly upon the
future of the work relief problem. The National Re-
employment Serviee reported on Monday that 909
of the unemployed skilled workers in construction
trades in the New York area had been absorbed by
the Public Works or Works Progress Administra-
tions, and that most of the unemployed now regis-
tered were either women accustomed only to domes-
tic work or persons without skill in any particular
trade or employment, the latter group including
many young persons who have had no opportunity to
work. “We have now come to the place,” the Service
was quoted as saying, “where we must match our
projects to the unemployed rather than planning
projects and then requisitioning workers.” If such
is the situation generally, the time would seem to
be not far distant when the unemployables will have
to be sharply distinguished from the aggregate of
the unemployed, and when the cost of administering
work relief, due to the necessity of finding new kinds
of work to be done, will be out of all proportion to
the numbers for whom such work is actually found.
The employment of ungkilled workers on relief proj-
ects does little or nothing to make them skilled, while
to set skilled workers at work requiring little or no
skill is, in the long run, demoralizing.

It is becoming increasingly apparent that the work
relief program, notwithstanding its huge financial
backing and the strenuous efforts which are being
made to push it forward, is not going to achieve its
expected results. Tt will do well if it succeeds in
finding work of any kind for half the number of per-
sons whom it was expected to reach, but even if it
does that there will still be left a formidable army
of unemployed to be cared for another year, and in
addition the need of meeting through taxation some
substantial part of the cost of what has already been
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done. We are due for an acid test not only of a car-
dinal Administration policy, but also of the ability
of the country to stand the strain. The situation calls
loudly for the prompt removal of every impediment
which the New Deal has placed in the way of natu-
ral business recovery, to the end that business and
industry, freed from unnatural hindrances and re-
straints, may be able to do their utmost to take up
the employment slack.

The Imperative Duty of Keeping
Out of War

Writing from Paris on Monday, the correspondent
of the New York “Times” declared that “there is
good reason to believe that, as one result of the
breakdown of the three-Power negotiations on Ethi-
opia here, the United States will be subjected to one
of the most intense campaigns of persnasion that
has been experienced across the Atlantic since the
days preceding the United States’ entrance into the
World War. This friendly but powerful pressure
will come from Great Britain, working through dip-
lomatie, political and press channels, in an effort
to win the United States to her side in the coming
conflict over Ethiopia. The motive for this move-
ment,” the correspondent continued, “comes from

Britain’s desire to bring economic and financial

pressure, if possible through League of Nations sanc-
tions, against Italy in the likely event of Premier
Benito Mussolini’s invasion of Ethiopia. Such sanc-
tions would be valueless without United States
help.”

This is a grave warning, and one not to be taken
lightly. In support of his prediction, the “Times”
correspondent cited a conversation on Sunday in
which Anthony Eden, British Minister for League
Affairs, was represented as telling J. Theodore Mar-
riner, United States Charge d’Affaires, “the course
the three-Power conference had taken and carrying
on the trend that had already been started in Lon-
don between Sir Samuel Hoare, Foreign Secretary,
and Robert W. Bingham, United States Ambassa-
dor.” The French, it was declared, “have informa-
tion that not only have the British and Americans
kept in closest touch with each other through the
United States Embassy in London, but also that
the precise question of possible economic and finan-
cial sanctions against ITtaly in case of armed con-
flict had been broached.” It was the French belief,
confirmed, the “Times” correspondent wrote “it is
possible to say,” from “highly reliable British
sources,” that discussions had gone so far as to en-
visage “an agreement to give no commercial credits
and no cash loans, to sell raw materials only for
cash and to insist on repayment of previous credits,”
and later to refuse to sell raw materials to Italy
while selling them to Ethiopia “and perhaps ex-
tending credits for them.” Inquiry in “French and
high British sources” elicited the belief, in the For-
eign Offices of both countries, that the United
States would be ready to co-operate in League sanc-
tions, while “one informant, who ought to know
what he is talking about, expressed the belief that
the British probably had assurances to that effect
already.” Attention was also called to the fact that,
during the three-Power conference, the British Em-
bassy at Paris “made the most strenuous and most
successful effort it has made since the war to inform
United States correspondents fully of what was
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happening as they saw it. Information was given
frankly and copiously, and as many times a day as
the correspondents desired.”

There is much in the tone and substance of recent
dispatches from London and Paris to confirm this
correspondent’s prediction. Propaganda has many
subtle ways of working, as any one who remembers
the first years of the World War will recognize, but
no very minute reading between the lines is needed
to detect, in reports of the statements or views of
British spokesmen, the “feelers” that are being put
out to test American public opinion and induce
American sympathy for the efforts which both Great
Britain and France appear to be making to deal with
the event of war. Unfortunately, this indirect pres-
sure from Europe is being supplemented by direct
pressure at home, hardly a day passing without the
publication of the resolution of some society or group,
addressed to the President or Congress, looking to
American discrimination against Italy or some for-
mal expression of sympathy for Ethiopia, or remind-
ing the United States that failure to co-operate with
the League may wreck European or world peace.

An atmosphere of propaganda, joined to the ner-
vous tension and physical and mental fatigue which
accompany the last days of the Congressional ses-
sion, is certainly not favorable to a calm considera-
tion of American foreign policy in the present crisis
and of such declarations regarding neutrality as
Congress is being pressed to adopt. There ought, it
would seem, to be no question that the United States
should, in the event of a war between Italy and Ethi-
opia, declare its neutrality and do its utmost to
maintain its neutral position. The resolution which
was adopted by the Senate on Wednesday, however,
goes much farther than to provide for a declaration,
and contains provisions whose effect would almost
certainly be to complicate the American position,
especially if the expected Italo-Ethiopian war were
prolonged or other Powers were involved.

The resolution provides “that upon the outbreak
or during the progress of war between or among two
or more foreign States, the President shall proclaim
such facts, and it shall thereafter be unlawful to
export arms, ammunition or implements of war
from any place in the United States or possessions
of the United States to any port of such belligerent
States or to any neutral port for transshipment to
or for the use of a belligerent country.” The Presi-
dent is required to “definitely enumerate” the arms,
etc., whose exportation is prohibited, and the em-
bargo may be extended to other States that may be-
come involved in the war. Manufacturers or dealers
in munitions are required to register with the Sec-
retary of State within 90 days after the passage of
the resolution, and thereafter may export or import
arms or munitions only under a license issued by the
Secretary, good for five years and renewable. A Na-
tional Munitions Control Board of seven members is
set up, but beyond meeting annually and reporting
to Congress data regarding control of the munitions
industry and a list of licensees, it has no practical
functions, the administration of the resolution being
vested in the Department of State. It is further
made unlawful for American vessels to carry to bel-
ligerents the arms whose export is forbidden, and
the owners or masters of suspected vessels, whether
domestic or foreign, may be required to furnish
bonds that the law will be complied with or the de-
parture of the vessels may be prohibited. Foreign
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submarines may, in the discretion of the President,
be denied entrance to American ports or waters, and
passports may in certain circumstances be denied
to American citizens for travel on belligerent ves-
sels. For violation of the requirements of the resolu-
tion heavy penalties are provided.

The prime weakness of this resolution is its man-
datory prohibition of the export of munitions and
implements of war co-incident with the proclama-
tion by the President of the existence of war between
two or more foreign States. What could have been
in the minds of the framers of the resolution is dif-
ficult to say, but it is obvious that such a prohibition
would be grossly inequitable in its effect upon bel-
ligerents which, like Italy and Ethiopia, lack even a
semblance of equality in war resources, and would
merely aid the stronger Power by depriving the
weaker of access to the American market. The pro-
hibition on selling to a third party for transfer to a
belligerent would in practice be largely ineffective,
since a country nominally neutral could purchase
ostensibly for its own use and subsequent transfers
could not be detected. In modern warfare, moreover,
munitions or “implements of war” include a great
variety of natural products or manufactures com-
monly used in peace, but which at once become either
absolute or conditional contraband when dealt in
by belligerents. No war could go on for long without
extensive use of cotton, steel, chemicals, oil and
food for arms manufacture or the support of armies
and navies, but the resolution bars every such com-
modity absolutely to belligerents. One has only to
picture the attitude of the cotton growers of the
South, under a regime which has piled up surplus
stocks and diminished foreign demand, in the face
of heavy demands for cotton from belligerents, or
of American wheat growers in the face of an extraor-
dinary demand for wheat and flour, to realize how
powerful and insistent would be the political pres-
sure upon the President to except those commodities
from the list of things which he is to “definitely
enumerate” notwithstanding that the goods of other
manufacturers or producers remained under a ban.

The resolution, to the extent that it concerns neu-
trality, aims at two policies which are in practice
incompatible. The first is a mandatory declaration
of neutrality in the event of a foreign war. This is
desirable. The second is an absolute embargo on
the export of arms and whatever else is necessary
to war, applicable alike to all belligerents. The ques-
tion of whether or not an embargo should be im-
posed is one for the discretion of the President, since
he, rather than Congress, is likely to be informed re- *
garding the underlying issues of the war and the
elements of justice or injustice that may enter into
it. It should not, however, be in the power of the
President to impose-an embargo upon trade with
one belligerent while refraining with another, for
that would involve an Executive determination of
who was the aggressor and virtually commit the
United States to the support of one side or the other.
Unless an embargo is to apply equally to all parties
to a war, whether they enter at the beginning or come
in later, there should be no embargo at all.

The compromise which was reported on Friday
to have been drawn up to meet objections from the
House of Representatives and the Department of
State, and which President Roosevelt was under-
stood to be willing to accept, does not improve the
matter in any substantial way. It would still leave
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the embargo mandatory, but continue it only until
next February or March. As it is precisely during
this intervening period that the Italo-Ethiopian
quarrel seems likely to come to a head, the adoption
of the compromise resolution would still hamper the
President in enforcing the neutrality which he would
be obliged to proclaim.

Whatever the discretionary powers which Con-
gress may give or withhold, there will be nothing but
disaster in store if the Administration yields to
propaganda and allows itself to become mixed up
with the League and its sanctions. Nobody knows
how economie or financial sanctions would work, for
they have never been tried, but it is clear that the
very first attempt to impose them would be regarded
by the nations which suffered them as, to all intents
and purposes, an unneutral act. The result, in the
case of the Italo-Ethiopian dispute, might very well
be a split in the League and the formation of a pro-
Italian bloc. A recent semi-official intimation of
Austrian sympathy for Italy should be a warning
that all the members of the League are not on the
side of Great Britain and France. The situation,
grievous as it appears to be from the standpoint of
Ethiopia, and serious as it may be for the future of
Europe and Africa, is nevertheless emphatically one
in which the United States cannot afford to take
sides. We have had one experience of entanglement
in a European war and its fateful consequences, and
we do notAvant another.

/A “New Deal’”’ in Banking

£ / By H. Parker Willis
£ (ongress has adopted and the President signed
the law to which has been given the title “The
Banking Act of 1935.” The banking community
thus faces the necessity of another, and very prompt,
adjustment to the conditions, terms and definitions
established by this inclusive statute. Some of its
provisions take effect upon signature, others not until
the end of February 1936. But the entire Act is of
an urgent and immediate character. Even though
some of its provisions are technically to be deferred
in time of applicability, their nature and the reflex
operation of others makes them all practically instant.

American bankers are not prepared for the Banking
Act of 1935. It took a long time and much exhorta-
tion, by public men and others, to get them to realize
the sweeping character of what was proposed last
winter when Governor Eccles first took to Congress
a bill which the President then told Senators he had
never read and which the Reserve Board testified it
had never heard of. They became gradually alarmed
by what they learned of the bill, began to study 1it,
and finally undertook a serious discussion of banking
principle which has called forth more genuine public
expression of opinion than had been heard for some
20 years. But many bankers never joined in this
study, or in the debate which followed it; and prac-
tically all of the bankers seem to have failed to
examine with care the numerous doubtful, obscure,
or ambiguous provisions contained in the “technical
amendments” to the banking laws or in the “Federal
Deposit Insurance” provisions which were included
in “Titles I and III” of the measure. Now that the
proposed bill is a law, real study of these obscure
provisions will begin, and it is safe to say that there
will be many surprises to the students. The latter
have, rightly, concentrated attention for the most
part upon the terms of those general changes in
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banking contained in “Title II”” of the Act, which if
enacted in their first form, would have transformed
our baking system into a financial despotism ruled
by a political clique in Washington. But there are
many points of which the public has never heard, and
of which we may well believe that not many yet
realize the full force. The Banking Act of 1935 is
thus an unexpected and uncomprehended innovation,
forced upon the nation without warning after a series
of months in which legislative and Administrative
leaders had repeatedly assured the community that
nothing was planned that was of first class import-
ance. Some technical adjustments in the powers of
Reserve banks, some rearrangement of banking super-
visory requirements were admitted—but that would
be all for the winter.

With financial opinion thus lulled, it is likely that
the new Act would have gone through Congress—as
“silver men’’ used to say of the “crime of 1873”—some-
what “like the silent tread of a cat.” It is due to the
public spirit and;devotedness of a very few men,
of whom Hon. Carter Glass of Virginia is chief, that
this consummation did not take place. By their
efforts, the new Act has been radically transformed
in its leading sections, and appears not as the tool of
a financial oligarchy in Washington but as a further
development of our Federal Reserve System, some-
what along its old lines. The Nation has been saved
from what cannot be termed other than a financial
disaster of major proportions. But the cost of this
process of saving it has been high, and the conces-
sions unavoidably made to political expediency, to
administrative demand, and to the necessities of the
mere give-and-take involved in passing any great
legislative measure have been numerous. FEarly as
the time is, it is not too early to assert with conviction
that the Banking Act of 1935 is a stopgap. It
obviously must be a bitter disappointment and a
merited rebuke to those who originally conceived it.
But it is equally plain that the measure does not
correct the weak points in Federal Reserve organiza-
tion, that it increases the political centralization of
our entire banking structure, and that it raises many
problems of first importance which can hardly be
successfully worked out under existing law. New,
carvefully studied legislation must finally be sought.

First of all: How far does the new Act really change
Federal Reserve structure? The original Act pro-
posed by Governor Eccles of the Reserve Board
would have made the local Reserve banks wholly
subservient to the Reserve Board itself, the latter
wholly subservient to the Governor of the Board
and the latter a direct political creature of the Presi-
dent of the United States whoever he might be,
at the moment. It would have completed the politi-
cal debauching of the Board which began 15 years
ago, and has steadily weakened the prestige of the
organization. It would have placed in the hands of
such a Board great powers which the organization
could not have had either the ability or the independ-
ence to use wisely, and it must, therefore, have led
directly to a financial debacle. It would, moreover,
have permitted the steady feeding of Government
obligations not only into the member banks as at
present, but divectly into the Reserve banks as has
been proposed in times past by the head of the
Treasury. The new Act, formally at least, avoids
most of these dangers. It places the Board in the best
position that body has as yet occupied, by eliminat-
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ing the Secretary of the Treasury and the Comptroller
of the Currency from its membership—a reform long
advocated, often proposed in Congress, but never
hitherto permitted. It conserves the geographical

division of Board membership, gives its members

terms of sufficient length to permit independence
of “politics”—if members have any talent for such
independence—and permits it to form its own organi-
zation if it wishes. As for the local Federal Reserve
banks, it leaves them as they are, save that it fixes
a term of five years for the executive head of each
such bank and takes from him the title of “Governor”
long desired by tuft-hunting members of the Reserve
Board who bitterly regretted their orviginal action in
bestowing it upon the heads of the Reserve banks
and transfers it upon the membership of the Board,
all and severally by calling them the “Board of
Governors of the Federal Reserve System.”

This puerile change may well be accorded its advo-
cates with Homeric laughter, if it implies, at least
for the present, absence of interference with the local
Reserve bank structure. The bestowal upon the
Board of the power over open market operations by
giving to it seven votes in a Committee of 12 mem-
bers, five of whom are chosen in special districts
carved from the present Reserve districts, may do no
harm, since the Committee will hesitate, if it possess
even an element of informed members, to take hasty
or obviously unwise steps regarding open market
policies. The new mechanism 18 clumsy and will
not work well. It will probably be of short life, but
it bridges over what threatened to become an impasse.
Taken in conjunction with the requirement of a
record of proceedings in this committee as well as
in the Board itself on matters of policy, and the

communication of this record to Congress, we should
be free for the future of the discreditable efforts of
Board members to “sidestep’ responsibility for past
actions such as those which preceded the panic of
1929, to pass on the blame to others in the Reserve
banks, and generally to prevent the public from
acquiring a reasonable view of what has actually

occurred.

This provision, moreover, should aid in taking off
the mask of useless secrecy which some Reserve bank-
ers have sought to draw over the proceedings of the
governing bodies of the system when working on open
market policies and international financial questions.

The Board, moreover, now appears as having, in
many respects, the most powerful position, technically,
it has ever occupied. Not only has it the definite
responsibility for shaping the open market policies of
the system, but it is also granted the duty and
responsibility of raising the percentage of required
reserves—if necessary to a level double that now
demanded by existing law though never of lowering
them below the level now legally requisite. Its pur-
pose in making such an increase as is now permitted is
specified as being that of preventing an undue ex-
pansion or contraction of credit. This object takes
the place of the dangerous and speculative order
contained in the House bill to use the Reserve power
for the “regulation of business” ot for “jroning out’’
cyclical fluctuations, and as such it is a change pro-
foundly to be wished. “For this relief, much thanks”
we may well echo with a sigh of deepest gratitude.
But will the Board ever use the Reserve power for
the purpose set forth and directed in the Act—"to
prevent injurious credit expansion or contraction”?
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It never has thus used the already large powers be-
stowed upon it for any such purpose, and it has, at
times when such use was called for, fallen into debate
within itself and with the Federal Reserve banks.
Is it likely to be better or more vigorous in the
future ?

To this question there can thus far be no answer,
and there is likely to be none for some months to
come. The President must now name a new Board
and it will take office upon the first of March 1936.
Of whom or of what sort of men will it consist? None
can say, but looking at other financial appointments
of the recent past, ominous expectations seem war-
ranted. Whether the new Board will, as some al-
ready predict, contain the present Governor and the
more subservient of the old members, or whether
there will be entirely (or almost entirely) “new blood”
as asserted by expectant New Dealers anxious for the
loaves and fishes of finance, no one can say—and no
one should affect to know. What is certain is that
the system stands to-day at a turning point, and that
a capable, high-minded Board free of sycophants and
doctrinaires, and above all appointed as the Presi-
dent said in another connection when receiving his
degree at Yale last year—without any reference to
political party membership may retrieve the Board’s
reputation and restore its prestige as well as that of
the system—at least in some measure. Should the
nominations for the new Board not measure up to
the highest standards, it will be the duty of the
Senate to express its mind regarding them, and to
reject them if need be. Should there be any failure
to observe this primary duty, those who confirm
the new Board may take the responsibility for weak-
ness or incapacity in the trying times that lie before
us during the next few years.

Thus far, as to the main provisions of the Act which
relate to Federal Reserve organization. As we have
already said, however, there is much in the new
measure which has been described as “technical’” or as
relating details regarding which only abnormal curi-
osity would prompt much inquiry. And yet, if any-
thing, a thorough reading of the new law will leave
the conviction that its real meaning is to be found
largely in these little discussed sections of the meas-
ure. Let us note some of the chief points thus in-
volved. Possibly the outstanding phase of the legis-
lation is the effort to accomplish a result at which
many have worked by various means, but never with
success—the enlargement of the membership of the
Federal Reserve System. The new Act has its own
way of going about the matter. It first prohibits
any State non-member bank which shall have aver-
age deposits of $1,000,000 or more during the year
1941, ov during any year thereafter, to insure its
deposits unless it be a member of the Reserve system. '
“The effect of the provision referred to,” according
to the conference committee report, “is to liberalize
the provisions of existing law so that more than 6,500
State non-member banks, having average deposits of
less than $1,000,000 will not be required to join the
Federal Reserve System in order to continue their
insured status.” As there are about 15,400 banks
in the country, of which 6,400 are licensed members,
the new provision is thus calculated to drive into the
Reserve system about 2,500 State banks by depriving
them of insurance unless they so join. The Com-
mittee of conference estimated the numbers at below
1,000. The calculation is, of course, based on the
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idea that they must be insured in order to get or
keep business. The verdict of most bankers is that
this assumption is not warranted by facts, and so
the new effort may fail, like its predecessors, but it is
present nonetheless.

[further, the revision of the Insurance legislation
makes it exceedingly difficult for an insured bank
to leave the system with credit. There are many
possible acts which will permit the Corporation to ter-
minate the insured status of a bank and when so doing
to give out to the public reports of its own action
which will effectually discredit the institution. There
are others which permit the most rigid examinations
of the bank, with an immense amount of discretionary
decision on the part of the examiners or of the Corpo-

ration which may greatly handicap the examined

member in its business. It is difficult for it to amal-
gamate with another bank, or to buy the assets and
assume the liabilities of the latter without referring
its action to the Insurance Corporation at every turn.
The Corporation may prescribe to any insured bank
the insurance it shall carry against defaleation, bur-
glary, and other risks, and, should it not comply by
arranging for such insurance itself, the Corporation
may merely add the bill to the assessment of such
bank. When assessments are overdue the bank is
forbidden to declare dividends. The Act permits the
secret service division of the Treasury “to detect,
arrest and deliver into the custody of the United
States Marshal having jurisdiction any person com-
mitting offenses” punishable under the section of the
Act appropriate thereto.

Perhaps it may be argued that these, and manifold
other invasions of the normal and proper privilegesand
rights of the citizen and of the bank, as hitherto con-

ceived, are necessary to the institution of a safe

insurance-of-deposits system. That is not here the
question at issue. The point of what has been said,
and of much more that might be said to like purport,
is that the insurance-of-deposits system is to become
a plan of direct oversight and Government interfer-
ence and participation in banking, that, taken in
connection with the Federal Reserve System and
its membership requirements, will develop the tightest
and most extreme system of banking supervision
and control that exists perhaps in any country of
the world, certainly the tightest ever existing in the
United States. We may well wonder whether any
such system is worth its cost; and its cost will be
heavy, not merely in direct assessments but also in
abridgment of business liberty and freedom to carry
on ordinary banking operations necessary ot useful
to the community.

The actual cash cost of the insurance will nominally
be one-twelfth of 197 per annum upon average de-
posit liabilities, but these liabilities are to be deter-
mined after a complex system in which care is taken
to determine the character of the uncollected items
credited, and carried by the bank as deposits, while
a variety of other techniques are vesorted to in the
effort to figure out and establish a satisfactory
“assessment base.” Remembering that the Corpo-
vation is given the power to define deposits for its own
purposes, it is clear that no one to-day can make
more than an approximate conjecture of the actual
cost of the insurance to the insured bank. When
the additional burdens for insurance of various other
kinds, and the expenses of one sort and another con-
nected with examinations. ave added, the question
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how much a small bank will have to pay for the
privilege of insurance is likely to be a hotly contested
one for a good while. The cost of the insurance and
its utility to a large bank is even more to be closely
considered. The new Act says nothing about pos-
sible ultimate liabilities in the event of insufficiency
of funds in the hands of the Insurance Corporation.
The House draft made the Government guarantee the
liabilities of the Corporation but the final Act omits
this provision though it directs the Secretary of the
Treasury to buy up to $250,000,000 of its obliga-
tions if funds are needed “for insurance purposes,”
thus apparently conceding the point that the Corpo-
ration may easily meet a time when it will not have
available resources for payment of depositors. The
Senate veport says: “The Reserve banks are not
liable beyond the assessments” provided for. Regard-
less of the ultimate liability involved in the conduct
of the Corporation, the large bank which finds it
possible under the Act to insure deposits only up to
$5,000 for any one depositor must shortly recognize
that it is making a substantial contribution to meet
the liabilities of the smaller banks of the country
whereas it gets but a limited return in increased
safety to its own depositors of whom a much larger
proportion are above $5,000 for each account. These
elements of cost will necessarily weigh heavily with
practical bankers of all sizes and classes, but the
far more important thing for them to consider is the
sacrifice of their own legitimate business liberty of
action which they will necessarily have to suffer if
they put their heads into the “permanent’” deposit
insurance noose—or, having them already in, elect
to continue there.

These few considerations represent one of the
phases of the new legislation in its business aspect,
but only one. The Act continues with modifications
the curious provisions for the organization of ‘“‘new”
banks originally adopted two years ago, whose mis-
sion it will be to carry on the business of failed and
closed banks in the several communities where fail-
ures and closings occur. ~ Such new banks will be
conducted by the Corporation. They may be con-
verted into privately owned banks, or they may be
sold to other insured banks—or they may not. Will
they perhaps be used to introduce that type of
“nationalization of banking” in which the Govern-
ment actually goes into the business and carries on
deposit service in order that the public may be suffi-
ciently supplied with “facilities”? The Act in its
present terms makes this at least legal and feasible.
Since the “New Deal” became a reality, there have
been closed or suspended in 1933 and 1934 at least
2,500 banks. Had this occurred under the present
Act, and had the Corporation acted as specified in
Subsection 9 of Title I, there would have been per-
haps 2,500 “new banks’ under Government manage-
ment and direction accepting new deposits and each
managed “by an officer appointed by the Board of
Directors of the Corporation who shall be subject to
its directions,” and (of course)“exempt from all
taxation” while not even required to have his bank
join the Federal Reserve System, the latter not to
be sold until, in the “judgment of the Corporation,”
it is “desirable to do so.” It would be interesting to
continue the investigation of the complex and inter-
woven provisions of the new legislation. The Senate
has improved some of them a good deal, but there
are many which (as the Conference Committee says)
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“are identical in form and in substance”’—in other
words just as they came from the hands that originally
shaped the Act. The amendments to which Title IT
was subjected in the Senate Committee have cut off
the head of the new monstrosity and, in so doing,
have robbed it of much of its vitality but like the
ancient Hydra it vetains its vitality and constitutes
the means for extensive “‘socialization of the banking
business” all under the guise of insurance of deposits.
It may, in fact, well be questioned whether the great
powers that are now given to the Federal Reserve
Board can be fully exercised without the sanction or
assent of the partisan and political Deposit Insurance
Corporation. This condition may not show itself
in full force at first, or indeed for some time to come,
but eventually it will appear in its full hazard.

It is well to inquire not merely into the immediate
business effects of the new scheme but to give some
attention to the portfolio results of the new Act.
How will it affect the Federal Reserve banks? In
the original “Eeccles” bill, the member bank portfolios
were opened to real estate loans on a large scale, and
then the Federal Reserve banks were required to
discount or lend on “any good asset” of a member
bank. The Treasury could, under the House bill,
sell bonds in any quantity direct to Federal Reserve
banks and compel the latter to buy them. The new
bill, after a severe and courageous struggle on the
part of Senator Glass and his colleagues, eliminates
this provision and limits bond-buying on the part
of Reserve banks to the open market as heretofore,
but it unhappily permits Reserve banks to make
advances to member banks upon “time or demand
notes having maturities of not more than four months
and which are secured to the satisfaction of such
Federal Reserve banks.” The Act also lessens the
security to be taken against industrial loans made to
individuals and corporations by Reserve banks by
permitting the discounting of paper endorsed or
otherwise satisfactorily secured, instead of paper in-
dorsed and otherwise satisfactorily secured. At other
points, too, Government bond loans are exempted
from the restrictions imposed upon other loans and
the loan situation is definitely loosened at Reserve
banks. Indeed the myth of “self-liquidating paper”
as the basis of the Reserve system’s operations is
about ripe for definite abandonment. Co-ordinate
with the changes so made, it is appropriate that the
new Act has retained the “Eccles’” provision for real
estate loans by member banks though with needed
safeguards and modifications not thought of in the
original scheme. That in these circumstances there
must inevitably be serious deterioration of bank
portfolios both at member and Reserve institutions,
even beyond their present condition, would seem to be
a certainty.

We have touched only few of the “high spots,” and
yet enough to indicate the general character of this
remarkable measure. It contains as already said
many hidden and dangerous provisions to which no,
or only a bare, reference has here been made. He
would be an unappreciative student of American
finance who should minimize the great and patriotic
service that has been rendered in transforming this
Act from its original form even into its present one;
but he would be an inattentive or superficial student
who should fail to recognize the terrible risks carried
by the measure as it stands. . The situation is too

serious to permit any masking of the issue whether:
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the Federal Reserve banks of the country ought to
continue members of the system under this enactment
and whether non-members ought, under any circum-
stances, to insure their deposits—much less to accept
membership in the system. This question obtrudes
itself from the commonplace business standpoint,
and cannot be answered until much more is known
about the administration of the Act. It refuses also
to be ignored from the standpoint of the general
financial welfare of the nation. There is something
now much more at stake than the avoidance of bank
failures. That is the question whether we in the
United States value the existence of an independent
banking system, with freedom on the part of the
individual to engage in the business under proper
restrictions. The new Act goes far toward the crea-
tion of a financial monopoly under Government guid-
ance and direction. The worst of the whole situation
is, of course, that there is nothing in what has been
done or said thus far that affords any assurance of a
reform of Treasury finance, or a limitation of the
undertakings of the Governmeut in other banking
fields. Indeed the new Act rather gives confirmation
to the opinion that present undertakihgs are to be
continued and expanded. It enlarges the area of
securities guaranteed by the Government that are
exempted from ordinary loan limitations, and are
given a preferred status at insured banks, and Federal
Reserve banks, and it seems to contemplate the con-
tinued activity of the Reconstruction Finance Corpo-
ration as an owner of bank stock on a huge scale.
It opens the way to unlimited loans protected by
Government bonds for it removes the 109 limitation
which had been made to apply to such loans in 1933.

Chairman Steagall has asserted that the measure
is a “victory” (over whom?)since it greatly enlarges
the control of the Government over banking. In this
he is right; and it should be added that this control
is not by any means predominantly a control intended
to enlarge the element of safety, but that it is rather
of a nature to guacantee larger risk and hazard,
move speculative uncertainty, and is anything bubt
an assurance of conservatism.

As we more and more study the legislation of the
years 1933-35 relating directly and indirectly to bank-
ing and finance, we realize more and more fully the
conditions that have made possible—from some points
of view, some would even say excusable—a piece of
legislation of this sort. Our Government financial
system is in grave danger of. breaking down. It
cannot long go on as at present. Banks cannot (let
us hope, will not) indefinitely consent to buy annually
the enormous deficit of the United States under pres-
ent wasteful legislation and administration. It was
no act of willful aspiration for financial power that
originally produced the first draft of the Banking Act
of 1935. To go on with present schemes for the
destruction or diffusion of present ownership, for the
reduction of the living income of banks, for the limi-
tation of individual incomes from interest and divi-
dends, and above all for the present borrowing system
whereby the banks are compelled to carry most of
the load—some such transformation of our banking
system as was sought under the original “Eccles” bill
was nearly necessary. Indeed, it is difficult to see
how the Treasury can long carry on according to
present lines with the measure as much reduced in
its scope and powers as it has been through Senate
action. In order thusto goon, a fundamental change
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must come in present methods of borrowing, or else
_ the new Federal Reserve Board must be so selected
and appointed as to ensure the same subserviency to
Treasury views as in the past, regardless of legal or
other necessity. Otherwise the Government will
find itself unable to continue to issue obligations of
all sorts in immense weekly instalments, insisting
then upon having them taken and carried as at pres-
ent. The sincere and thorough-going application of
of the new Act in its altered form, even with its
despotic provisions for the extension of Governmental
powers over member, and particularly over insured,
banks, would force a reorganization of the present
financial situation, but that is hardly to be expected.
Anything in the way of a real insistence upon a clari-
fication of, present conditions must come from the
member banks, and must be based upon a true appre-
ciation of the dangers they ate now facing. Within
a few months, certainly within a year or so, they
must take their stand in opposition or make up their
minds to complete and utter subserviency to deficit
financiering with all that this means to the com-
munity.

It has been natural to wonder whether the bankers
would think it wise to give some sign of their uneasi-
ness and anxiety regarding the conditions that now
exist; and to ask if the new Act might not afford the
opportunity for the giving of that indication. The
present symptoms seem to point to a disposition to
await at least the selection of the new Federal Reserve
Board or Board of Governors, and to be guided some-
what by the character of its personnel. If such a
postponement of conclusions be determined upon,
in accordance with the policy of deferment and delay
which has always characterized our bankers, the
immediate issue of “insurance’” must in any case, be
faced, and at once. Should the deposit insurance
system become thoroughly rooted under the terms
of the new Act, it will constitute a strong holding
point for the new measure and for the system de-
veloped under it, no matter how bad or defective, or
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how despotic the administration of it may continue
to be. Our Government now has some 17 lending
agencies, and they report some $11,000,000,000 of
assets.

Their obligations and borrowing applications
are given first chance at the funds of the com-
mercial banks and of the Reserve banks. The Recon-
struction Finance Corporation controls through its
preferred stock investments some 4,000 banks (offi-
cial number never published). The new Act author-
izes the Insurance Corporation to go into the banking
business still further and adjusts the machinery which
is needed for the continuance of Treasury operations
along present lines. The resistance which has been
bravely offered to the measure and to these objects
of its constitution during the past few months has
brought a temporary lull of anxiety among the public
and the abandonment of some of the more direct
and hazardous elements in the original plan. This
temporary defeat will not be likely long to hold back
the interests which originated the measure, especially
as the remainder of its provisions continue so nearly
intact as is actually the case. What we have now
is, at best, merely a temporary armistice in the
deliberate and continuous campaign to socialize the
banking system of the nation and to take its re-
sources for the payment of deficits incurred (as
officers of the Government have admitted) for the re-
distribution of national income. The actual contest
must go much further, and the next stage of the
campaign probably will not be very long delayed.
The outcome of this campaign will depend ultimately
upon the extent to which the bankers of the country
and their stockholders prove willing to make a stand
for the retention of their business and property rights,
subject to all reasonable public regulation and
supervision.

This is the situation. It has a certain grimness,
but it is not hopeless, with the newly awakened
conscience of the nation at work against further
expropriation and eviction.

Gross and Net Earnings of United States Railroads for the
Six Months Ended June 30

In our periodic summations of the earnings statis-
ties covering the railroads of the country we have
dilated frequently of late upon the need for relief
of these over-regulated carriers, either through a
lessening of the wage, rate and other requirements
imposed by the Federal Govrnment or else through
extension of similar controls to competing modes of
transportation. Although one or two steps toward
such ends have been taken in recent weeks, little
improvement in the legislative tendency was dis-
cernible during the first six months of this year.
In that period gross earnings of the railroads showed
only a very modest advance over the similar six
months of 1934. But operating expenses now show
a sharp advance, despite all that the capable man-
agers of the railroads could do to keep charges down
and in conformity with the precarious position of
the railroad transportation industry. The result,
of course, is a decrease in the net earnings of the
railroads, at the very period when the general busi-
ness of the country was showing a quite decided up-
ward trend. The railroads shared in the business

improvement to a disproportionately small extent,
while at the same time they suffered to an uncom-
monly large degree from hampering wage, rate and
other restrictions. This intolerable situation doubt-
less will be remedied in part by the recent enact-
ment of the Motor Carrier Act, signed by President
Roosevelt on Aug. 9. That measure places the inter-
State commerce of motor buses and trucks under the
control of the Interstate Commerce Commission. It
may be unwise for holders of railroad securities to
place too much hope in that measure, but it seems
quite certain that a better and more unified trans-
portation system will follow, and the railroads can
look forward to that development with comfort.
Gross and net earnings of the carriers have shown
only a modest tendency to advance from the lowest
levels of the depression. The record, in this respect,
is gloomy in comparison with the same period of
1934, and in view of the better trend of business it
is fairly obvious that incregsing diversion of short-
haul, and even of some long-haul traffie, to trucks,
buses, airplanes and coastwise shipping is at the
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bottom of the poor showing. Gross earnings for the
first half of this year were only $1,632,996,080
against $1,627,736,490 in the first half of 1934, the
increase amounting to $5,259,590, or 0.32%. This
means that the modest improvement over the trying
first six months of #933 has been barely maintained,
whereas the comparison with previous years is un-
favorable for a long time back. The extent of the
decline of railroad business during the depression
is easily indicated by the fact that gross earnings
in the first half of 1929 totaled no less than $3,057,-
560,980, or almost twice the aggregate we are now
able to report. The modest improvement this year
as compared with last year is all the more signifi-
cant in view of the temporary increase in rates on
certain commodities granted by the ICC, and in
effect for part of the period now under considera-
tion. When the rate increase is taken into consid-
eration the conclusion seems warranted that the
railroads actually lost business, despite the im-
provement in some important lines of activity.
Quite as significant is the adverse trend of operat-
ing expenses and of net earnings now disclosed. The
operating costs of the rails during the first half of
this year were $1,256,596,332, exclusive of taxes,
whereas the same period of 1934 showed costs of
$1,209,743,285. For the increased costs of $46,-
853,047, or 3.87%, thus shown, the final restoration
of wages to the high levels prevalent in 1929 clearly
is chiefly responsible. In compliance with the re-
quirement for successive restorations of the tempo-
rary wage reduction, an increase of 5% was effected
April 1, so that for half the period now under con-
sideration the railroads were forced to pay the very
high levels attained at the height of the boom. The
ratio of earnings to operating expenses thus was
76.95% in the first half of this year against 74.329
in the first six months of 1934. Net earnings, of
course, were reduced to a corresponding degree, and
we find that the railroads were able to show net
earnings of only $376,399,748 for the six months’
period of this year against $417,993,205 in the first
half of last year, a reduction of $41,593,457, or
9.95%. Quite possibly delayed repairs and mainte-
nance expenditures also played a part in the very
unfavorable comparison of net earnings, but the
wage restoration is the main item in this accounting.
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the basic law. The threat of such legislation has
not yet passed, but it cannot be considered immi-
nent, and in the meantime the railroads are escap-
ing at least such additional costs. It is also neces-
sary to record that two of the principal railroad
systems of the country, the Chicago & North West-
ern, and the Chicago Milwaukee St. Paul & Pacific
found it advisable during the first half of this year
to apply for permission to reorganize under Sec-
tion 77 of the amended Bankruptcy Act. There
could be no better illustration of the dire effects of
the depression and the present oppressive regula-
tions of the Federal Government on the railroad
transportation business than the decisions of these
great railroad systems to seek relief from their fixed
charges. X

Turning now to the month-by-month comparisons
of earnings during the first six months of 1935 with
the same period of last year, we find only modest
variations from the general rule of slight increases
in gross earnings and increased operating costs, with
highly unsatisfactory terminal results, so far as
net earnings are concerned. This general tendency
was sharply in evidence during January of this
year, when a small increase in gross earnings was
overshadowed by a much larger advance of operat-
ing costs, and a consequent decline in net revenues.
Precisely the same difficulties were in evidence dur-
ing February, notwithstanding a modest revival of
long-haul passenger traffic, notable especially in con-
nection with the improvement in the Florida resort
business. During March a decline took place in the
gross earnings, while expenses again increased, and
net earnings thus suffered to an unfortunate degree,
as compared with the same month of 1934. The
increasing general business of the country during
the spring months had a modest influence on the
railroads in April, when gross earnings actually
overtook the increased costs and the railroads were
able to report a diminutive increase in the net earn-
ings as well. But in May the trend again was ad-
verse on all counts, and gross earnings decreased
as against the same month of last year, while ex-
penses gained as well, so that net earnings again
suffered in the comparison. In June a very mod-
erate decline of gross earnings took place, but operat-
ing expenses showed their ineluctible upward trend,
and net earnings were reduced heavily. In the fol-
lowing table we show the comparisons of the totals
for each of the different months of the half-yearly
period :

Netearnings.......... 376,399,748 417,993,205 | —41,593,457 | —9.95

Before passing on to a consideration of month-by-
month results of operations, it is necessary to refer
to the ill-advised attempt of the current Adminis-
tration in Washington to saddle the railroads of the
country with a peculiarly onerous pension system
of general application. Many of the railroads have
pension systems of their own in operation, but the
pension law passed last year would have increased
the charges unduly. The constitutionality of the
measure was challenged and it is gratifying to be
able to note once again that the Supreme Court, at
its spring term, held the Act unconstitutional. Ag
with other items of New Deal legislation that were
framed with glaring disregard of the Constitution,
study promptly was given the problem of framing
a law that would effect the same ends and still be
considered by the Supreme Court in consonance with
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dec.; April, 3.45% inc.; May, 0.88% dec.; June, 0.51% dec. In January the
length of road covered was 238,245 miles in 1935, against 239,506 miles in 1934;
in Feb., 238,162 miles in 1935, against 239,433 miles in 1934; In March, 238,011
miles In 1935, against 239,246 miles in 1934; In April, 237,995 miles in 1935, against
239,129 miles In 1934; in May, 237,951 miles in 1935, against 238,080 in 1934;
in June, 237,800 miles in 1935, against 239,020 in 1934.

Weather conditions and the great drought of 1934
naturally played a part in the comparisons now pre-
sented, but in both respects the ficures for the first
half of this year naturally were favored, as against
those for the first six months of 1934. There was
no repetition of the seriously adverse frigidity and
heavy snowfall of February 1934 in the northeastern
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part of the country. It is noteworthy, in this con-
nection, that the New England railroads were the
only ones to show an increase in net revenues, con-
sidered on a district basis, notwithstanding the fact
that their gross. revenues decreased. The Middle
Western and Western railroads that suffered greatly
from the drought of 1934 managed, as a whole, to
increase their gross revenues in the first half of
this year, but the regional comparisons all were
unfavorable, so far as net earnings are concerned.
Nor were the alterations very important in any
district or region, for all the railroads suffered
losses of traffic because of the egregious crop reduc-
tions schenies of the Administration and the im-
mense destruction of hogs, cattle and other live-
stock in 1934. Such traffic losses plainly were an
important offset to the gains occasioned by im-
provement in some important industries.

When trade statistics are considered, with a view
to their effect upon railroad revenues, the sensa-
tional gains of the automobile industry come first
in the order of importance. It is found that in the
six months of the current year the number of motor
vehicles turned out was 2,262,144 cars as against
only 1,714,263 cars in the first six months of 1934 ;
990,114 cars in 1933 ; 871,448 cars in 1932; 1,572,935
cars in 1931; 2,198,589 cars in 1930, and no less than
3,225,443 cars in the first six months of 1929. Thus
it will be seen that the automobile output the
present year was the largest for the half-year since
1929. Moreover, without exception, comparisons
for all the months of the current year showed marked
increases as contrasted with the figures of a
year ago.

Turning now to the production of iron, we find
the output in the first half of 1935 only a trifle larger

than in the first six months of 1934, when produc-
tion was on a greatly increased scale as compared

to the same period of 1933 and 1932. The “Iron
Age” makes the output of pig iron in the first half
of the current year 9,799,000 gross tons as against
9,798,313 gross tons in the first half of 1934;
4,441,003 tons in 1933, and 5,168,814 tons in the
same period of 1932, but comparing with 11,105,373
tons in the same six months of 1931 and with no
less than 18,261,312 and 21,640,960 tons, respectively,
in the first half of 1930 and 1929. On the other
hand, for the first half of the current year the tabu-
lations of the American Iron and Steel Institute
show that steel production was somewhat smaller
than in the first half of the previous year, the make
of steel ingots in the United States having been only
16,024,691 tons as against 16,402,554 tons in the
first six months of 1934, but comparing with only
8,874,388 tons in the same period of 1933 and but
7,697,210 tons in the same six months of 1932.
Going further back, we find the output of steel
ingots in the first half-year of 1931 was 15,559,860
tons; in 1930, 23,578 619 tons, and in the first six
months of 1929 reached 29,036,274 tons.

In the case of the coal mining industry we find
that while there was a substantial increase in the
quantity of bituminous coal mined, there was a
marked falling off in anthracite production. The
quantity of bituminous coal mined in the United
States in the first six months of the present year
reached 188,894,000 tons as against 182,308,000 tons
in the same period of 1934 ; 145,210,000 tons in the
same period of 1933 and 144,588,000 tons in the first
six months of 1932. However, in the corresponding
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period of 1931 the output of soft coal was 189,797,000
tons; in 1930, 230,634,000 tons, and in the same
period of 1929 no less than 257,847,000 tons. The
production of Pennsylvania anthracite, on the other
hand, was only 28,645,000 tons in the first half of
1935 against 32,766,000 tons in the similar period of
1934, but compares with only 22,387,000 tons in 1933
and 24,162,000 tons in the same period of 1932.
Back in 1931, however, 31,542,000 tons were pro-
duced; in 1930, 33,193,000 tons, and in the same
six months of 1929, 35,517,000 tons.

Coming now to the building industries, here we
find, it is needless to say, decreases as compared
with the first six months of 1934. The F. W. Dodge
Corp. reports that the construction contracts
awarded in the 37 States east of the Rocky Moun-
tains involved an outlay in the first six months of
the current year of only $696,506,800 as against
$854,101,900 in the same period of 1934, but com-
paring with $432,113,400 in the first half of 1933
and $667,079,700 in the first half of 1932. Going
further back, we find that the valuation of construec-
tion contracts in the first six months of 1931 was
$1,792,494,700; in 1930, $2,638,013,300, and in the
same period of 1929 no less than $3,667,983,000. As
to the output of lumber, the National Lumber Manu-
facturers Association reports that in the 26 weeks of
the current year an average of 704 identical mills
turned out only 4,091,335,000 feet of lumber as com-
pared with 4,106,391,000 feet produced by 637 iden-
tical mills in the similar period of 1934, but com-
paring with 3,174,487,000 feet in 1933 and 2,806,
164,000 feet in the same period of 1932. In the
same 26 weeks of 1931, however, the cut of lumber
ageregated no less than 5,218,633,000 feet.

Turning for the moment from the trade statistics
to the figures dealing with the Western grain traffic,
here is revealed a further heavy shrinkage on top
of the huge falling off in the movement last year.
Obviously, the present year’s decrease, as was partly
the case in the first six months of 1934, was the
result of the curtailment of acreage under the crop
control plan. We analyze the grain movement in a
separate paragraph further along in this article,
and will, therefore, only say here that for the 26
weeks ending June 29 1935 the receipts at the
Western primary markets of the five items, wheat,
corn, oats, barley and rye, aggregated only 128,
957,000 bushels as against 197,921,000 bushels in the
corresponding period of 1934; 297,450,000 bushels
in the same 26 weeks of 1933 ; 205,354,000 bushels in
1932; 329,847,000 bushels in 1931 ; 328,514,000 bush-
els in 1930, and no less than 361,385,000 bushels in
the same period of 1929.

It is, however, in the figures showing the loadings
of railroad revenue freight measured by the number
of cars moved that a composite picture, as it were,
of the railroad traffic movement as a whole is found.
The statistics in this case relate to the railroads of
the entire country and include all the various items
of freight. Tor the first half of 1935 the aggregate
number of cars loaded was only 15,176,057 cars as
against 15,436,623 cars in the corresponding period
last year. Comparison, however, is with 13,344,300
cars in 1933 and 14,107,820 cars in the same period
of 1932. Carrying the comparisons still further
back, however, we find the number of cars loaded in
the first half of 1931 totaled 19,020,485; in 1930,
23,216,874 cars, and in 1929, no less than 25,516,953
cars.
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As to weather conditions, which often are an im-
portant factor affecting traffic and revenues of the
roads in the early months of the year, the winter of
1935, in contradistinction to that of 1934, was virtu-
ally a mild one everywhere—at least it did not inter-
fere in any very essential degree with the running
of trains or the movement of traffic.

As we have already pointed out, the grain traffic
over Western roads (taking them collectively) in the
first six months of 1935 not only fell far below the
very small movement in the same period last year,
but was smallest on record for the half-year period
in all the years immediately preceding. While the
largest part of the shrinkage occurred in the wheat
and the corn receipts, all the different cereals in
greater or less degree contributed to the decrease.
The receipts of wheat at the Western primary mar-
kets for the 26 weeks ended June 29 1935 were only
40,695,000 bushels, as compared with 77,878,000
bushels in the same 26 weeks of 1934 ; the receipts of
corn were only 50,313,000 bushels as compared with
67,677,000 bushels; of oats, but 15,961,000 bushels
as against 23,231,000 bushels, and of barley and rye,
17,463,000 and 4,525,000 bushels, respectively,
against 23,647,000 and 5,488,000 bushels. Altogether,
the receipts at the Western primary markets of the
five staples, wheat, corn, oats, barley and rye, reached
only 128,957,000 bushels in the first six months of
1935 as compared with 197,921,000 bushels in the
corresponding period of 1934; 297,450,000 bushels
in the same six months of 1933 ; 205,354,000 bushels
in the same period of 1932; 329,847,000 bushels in
1931 ; 328,514,000 bushels in 1930, and no less than
361,385,000 bushels in the same six months of 1929.
In the subjoined table we give the details of the
Western grain movement in our usual form:

Oats
(bush.)

3,345,000
7,047,000

Financial

Barley
(bush.)

3,712,000
4,949,000

Corn
(bush.)

11,669,000
19,572,000

6 Mos. End. Flour
June 29 (bbls.)
Chicago—
1935.... 4,206,000
1934.... 4,216,000

Wheat
(bush.)

4,103,000
4,704,000

Rye
(bush.)

1,963,000
2,572,000

12,617,000
17,509,000

1,070,000
4,898,000

1,641,000
2,125,000

4,790,000
9,499,000

441,000
1,350,000
Duluth—

1935....

1934..._
Milwaukee—

1935....

1934. ...

3,555,000
9,530,000

49,000
2,407,000

298,000
532,000

646,000
966,000

337,000
252,000

599,000
1,241,000

2,789,000
3,643,000

459,000
356,000

27,000

730,000 5,516,000
6, 151,000

614,000 179,000

2,213,000
2,648,000

84,000
30,000

- 1,718,000
2,344,000

567,000
789,000

11,000
127,000

312,000
337,000

472,000
422,000

425,000
468,000

129,000
301,000

177,000
149,000
Indianapolis & Omaha—
1935.... 3
1934._._
St. Louts—
1935.... 3,042,000
1934._.. 3,200,000
Peoria—

1935.... 956,000
1934.... 1,113,000
Kansas Clty—

935

3,431,000
7,119,000

8,312,000
12,031,000

2,440,000
3,873,000

18,000
23,000

363,000
296,000

5,862,000
6,908,000

3.030.000
2,892,000

700,000
286,000

71,000
115,000

3,057,000
6,294,000

289,000
318,000

6,883,000
7,181,000

383,000
1,476,000

1,524,000
1,220,000

,132,000
472,000

11,485,000
6,384,000

682,000
734,000

364,000
204,000

6,820,000
17,840,000
St. Joseph—

1935....
1934._..
Wichita—
1935. ...
1934....
Stouz City—
1935

b

671,000
869,000

676,000
1,182,000

1,015,000
2,380,000

61,000
49,000

2,972,000
8,805,000

90,000
871,000

155,000
35,000

433,000
524,000

393,000

312,000 70,000

Total Al—
1935.... 9,061,000 40,695,000
1934.._. 9,179,000 77,878,000

The Western livestock movement also appears to
have been on a greatly reduced scale—in fact, was
the smallest in all recent years. During the first six
months of the current year the livestock receipts at
Chicago comprised only 42,162 carloads as against
67,049 carloads in the same period of 1934; 69,101
cars in 1933; 76,467 cars in 1932; 96,298 cars in
1931, and 99,502 carloads in 1930; at Omaha the
receipts were only 11,238 carloads against 17,407
cars in 1934; 18,492 cars in 1933; 25,173 cars in

50,313,000 15,961,000 17,463,000
67,677,000 23,231,000 23,647,000
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1932; 36,446 cars in 1931, and 42,743 cars in 1930;
while at Kansas City they were but 33,308 carloads
as against 40,909 cars in 1934 ; 39,052 cars in 1933;
41,640 cars in 1932, and 45,054 and 50,206 cars,
respectively, in 1931 and 1930.

As to the cotton movement in the South, this,
though considerably larger than last year so far as
shipments of cotton overland are concerned, fell far
below even the greatly diminished movement of 1934
in the case of receipts of the staple at the Southern
outports—in faect, was the smallest for the six
months’ period in all recent years: Gross shipments
overland in the six months reached 345,035 bales as
compared with only 316,248 hales in the correspond-
ing period of 1934 ; 200,751 bales in 1933, and 218,967
bales in the same period of 1932, but comparing with
428,553 bales in 1931; 314,365 bales in 1930, and
475,570 bales in 1929. At the Southern outports, on
the other hand, the receipts comprised only 760,373
bales in the first half of 1935 as against 1,806,866
bales in 1934 ; 2,667,753 bales in the same period of
1933; 3,394,799 bales in 1932; 1,613,175 bales in
1931; 1,485,129 bales in 1930, and 1,929,832 bales in
the same six months of 1929. TIn the following table
we give full details of the port movement of the
staple:

RECEIPTS OF COTTON AT SOUTHERN PORTS FROM JANUARY 1 TO
JUNE 30 1935, 1934, 1933, 1932, 1931 AND 1930

1934

608,060
306,864
15,300
679
556,416
66,707

1935

172,587
173,565

1933

563,066
936,245

1932
790,030

1931

259,439
379,048
16,275
4,813
461,272
204,350
18,554
156,721

46,720
14,616
18,352
32,047

68

1930
278,799
371,991

13,696
789
458,453
95,859

Houston, &c.- .-
Corpus Christi O
Beaumont . . - - -

4,717
116,435

Norfolk. . _.
Jacksonville

760,373!1,806,86612,667,753 3.394.799]1,613,175 1,485,129

In what has been said above there is ample evi-
dence going to show how the falling off in the traffic
and revenues of the railroads of the country has come
about. And in the case of the separate roads and
systems the showing is practically the same as in
the case of the general totals, and the reasons for

the shrinkage are likewise the same. While the
number of roads able to show increases in net earn-
ings is about the same as those reporting decreases,
the ratio of roads showing increases in net earnings
to those reporting losses in net is a very small one
indeed, to be exact, just five. These roads, all of
which show increases in both gross and net alike, are
the Pennsylvania RR., which with $2,476,490 gain
in gross reports an increase in net of $658,323 ; the
Great Northern, with $2,293 375 gain in gross and
$2,643,718 in net; the Duluth Missabe & Northern,
with $845,201 increase in gross and $1,182,311 in-
crease in net; the Detroit Toledo & Ironton, which
shows $1,315,999 increase in gross and $818,794 in
net, and the Elgin Joliet & Eastern, with $1,161,046
gain in gross and $591,068 gain in net. To name
separately, with their losses, even the most conspicu-
ous of the roads reporting decreases in hoth Qross
and net alike would involve a needless loss of time
and space, and we will, therefore, only name a few.
The New York Central (which heads the list of de-
creases in the net) reports a loss in gross earnings
of $995,321 and a loss in net of $4,492,032 (this is
for the New York Central and its leased lines; in-
cluding the Pittsburgh & Lake Erie the result is a
decrease in gross earnings of $1,236,300 and a loss
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in net earnings of $4,660,272) ; the Chicago Burling-
ton & Quincy, which reports a loss of $608,394 in
gross earnings and a loss of $3,422,990 in net; the
Missouri Pacific, with $1,430,068 decrease in gross
and $2,762,157 in net; the St. Louis San Francisco
(three roads), reporting a decrease of $1,408,358 in
gross and of $2,381,650 in net; the Chicago Rock
Island & Pacific (two roads), reporting $1,285,548
loss in gross and $2,357,829 loss in net, and the
Erie RR., showing a decrease of $2,260,487 in gross
earnings and of $1,949,108 in net. In the following
table we bring together without further comment all
changes for the separate roads and systems for
amounts in excess of $500,000, whether increases or
decreases, and in both gross and net:

PRINCIPAL CHANGES IN GROSS EARNINGS FOR THE SIX
MONTHS ENDED JUNE 30 1935

- Increase
Southern Pacific (2 rds) . $4,304,734 | Erie (2 roads).--
Ilinois Central 2,696,957 | Readi
Pennsylvania . _ 2,476
Great Northern St Louis-San Fran ( )
Atch Topeka & Santa Fe Chic R I & Pac (2 rds)--
Detroit Toledo & Ironton 9 | Missouri-Kansas-Texas. -
Union Pacific (4 roads) .- New York Central
Elgin Joliet & Eastern._. Atlantic Coast Line
Duluth Missabe & Nor. . N Y N H & Hartford-- -
‘Wabash Chicago & North Western
‘Grand Trunk Western. _ Baltimore & Ohio
Denver & R G Western. _ Chicago & St Louis-
Seaboard Air Line

%(i)uilsn\;ille& Nashville_. . 7|5 T

I an i) hicago Bur uincy- -

St. Louis Southwestern.. 561,469 Intem%:t Great Northern 607,416
Delaware & Hudson. - 520,361

Decrease
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Western District—
Northwestern region (16 roads)-...176,349,632
Central Western region (20 roads).266,221,797
Southwestern region (24 roads) -..-122,455,125

565,026,554

Totai all districts (144 roads) -...1,632,996,080 1627,736,490

District and Region

6 Mos.End.June 30 Mileage—
Eastern District— 1935

New England region.. 7,132

Great Lakes reglon. .. 26,792

Central Eastern region 25,063

1.51
2.16
2.56

0.90

0.32

173,723,792
260,589,052
125,673,849

+ 2,625,840
+5,632,745
—3,218,724

+5,039,861

45,259,590
Net Earnings
1934  Inc.(+) or Dec.(—)
s s %

18,301,048 +514,330 2.81
78.788.400 87,708,642 —8,920,233 10,17
25.037 03,723,813 04.583.540 —859,736 0.91

59,109 191,328,509 200,594,139 —9,265,630 4.62

Total (60 roads) 559,986,693

1935
S
18,816,287

58,987
Southern District—
Southern region
Pocahontas region._ ..

39,236 39,413
6,020 6,038

45,256 45,451 86,921,081

45,087,223

5 6,080 —8,688,857 16.16
41,833,858 4

3.90

3,771
3,529,679 —1,695,721
3

97,305,659 —10384,578 10.67
Western District—

Northwesternregion.. 48,379
Central Western reg'n 54,894
Southwestern region.. 30,452

48,547
55,252

28,566,191
47,790,747
21,793,220

31,447,115 —2,880,924 9.16
59,019,990 —11229,243 19.03
30,858 20,626,302 —7,833,082 26.44
133,725 134,657 98,150,158 120,093,407 —21943,249 18.27

Total all districts_.._237,068 239,217 376,309,748 417,993,205 —41593.457 9.95

NOTE—Our grouping of the roads conforms to the classification of the Interstate
Commerce Commission, and the following indicates the confines of the different
groups and regions:

EASTERN DISTRICT
New England Region—Comprises the New England States.

Great Lakes Region—Comprises the section on the Canadian boundary between
New England and the westerly shore of Lake Michigan to Chicago, and north of
a line from Chicago via Pittsburgh to New York.

Central Eastern Region—Comprises the section south of the Great Lakes Reglon
east of a line from Chicago through Peoria to St. Louis and the Mississippl River
to the mouth of the Ohio River, and north of the Ohio River to Parkersburg, W.
Va., and a line thence to the southwestern corner of Maryland and by the Potomac
River to its mouth.

SOUTHERN DISTRICT

Southern Region—Comprises the section east of the Mississippl River and south
of the Ohio River to a point near Kenova, W. Va., and a line thence following the
eastern boundary of Kentucky and the southern boundary of Virginia to the Atlantic.

Total (19 roads) $22,001,410| Total (20 roads) $16,770,867

a These figures cover the operations of the New York Central and leased
lines—Cleveland Cincinnati Chicago & St. Louis, Michigan Central,
<Cincinnati Northern, and Evansvile Indianapolis & Terre Haute. In-
cluding the Pittsburgh & Lake Erie the result is a decrease of $1,236,300.

PRINCIPAL CHANGES IN NET EARNINGS FOR THE SIX
MONTHS ENDED JUNE 30 1935

Increase
$2,643,718 | Illinois Central .- -
1,182,311
818,794
658,323
591,068

Total (5 roads) - ... $5,804,214
. Decrease +
New York Central. - ___a$4,492 032
Chicago Burl & Quiney. .
Missouri Pacific
Union Pacific (4 roads) . _
St Louis-San Fran (3 rds)
Chic R I & Pacific (2 rds)
Northern Pacific 2,311,098 Minn St Paul & S 8 Marie
Erie (2 roads) 1,949.108 | Nash Chatt & St Louis_ -
Chic Milw St Paul & Pac 1,769,141 S a——
Atlantic Coast Line 1,626,632 Total (34 roads) $40,523,443

a These figures cover the operations of the New York Central and leased
lines—Cleveland Cincinnati Chicago & St. Louis, Michigan Central,
Cincinnati Northern, and Evansville Indianapolis & Terre Haute. In-
cluding the Pittsburgh & Lake Erie the result is a decrease of $4,660,272.

Decrease
Great Northern
Duluth Missabe & Nor.._
Detroit Toledo & Ironton
Pennsylvania
Elgin Joliet & Eastern. . _
Norfolk & Western
Louisville & Nashville- - -
Internat Great Northern
3,422,990 | Chicago & North Western
2,762,157 |N Y Chicago & St Louis.-
2,398,891 | Atch Topeka & Santa Fe
2,381,650 Colo & Southern (2 rds) -
2,357,829 | Long Island

‘When the roads are arranged in groups, or geo-
graphical divisions, according to their location, as
is our custom, the generally unfavorable character
of the returns is brought out quite clearly, in as
much as it is found that of the three districts—the
Bastern, the Southern and the Western—two, the
Southern district and the Western district (though
not including all the regions contained therein) re-
port gains of small amount in gross earnings, while
all three districts, together with all their regions,
with the single exception of the New England region
in the Bastern district, report substantial losses in
the net. We might say that the gain, $514,339, in
net earnings reported by the New England region
followed a loss in gross earnings by this region of
$542,902. Our summary by groups is as below. As
previously explained, we group the roads to conform
with the classification of the Interstate Commerce
Commission. The boundaries of the different groups
and regions are indicated in the footnote to the
table:

SUMMARY BY GROUPS
6 Montns Ended Jing 30— T 1085 0L " dne. (1) or Dee. ()
N(ﬁvf,‘;ljz:l:{l)ll(;{l,'églo—n (10 roads) - 74,0?6.107 —-5842,902 0?173
Gontal Bastern region (18 ronds) 34,408,741 Ta7son 108
—659,460 —(ﬁg

s

74,559,009
333,481,817
345,773,080

753,813,906

Total (52108d8)~-oooomoooo 753,154,446

Southern District—
Southern region (28 roads) 212,564,030

211,498,687
Pocahontas region (4 roads). ... ___ 102,251,050

102,437,204
313,935,801

+1,065,343
—186,154

+879,189

0.50
0.18

0.28

Total (32108dS) - oo oo . 314,815,080

I Region—Comprises the section north of the southern boundary of
Virginia, east of Kentucky and the Ohlo River north to Parkersburg, W. Va.,
and south of a line from Parkersburg to the southwestern corner of Maryland and
thence by the Potomac River to its mouth.

WESTERN DISTRICT
Northwestern Region—Comprises the section adjoining Canada lying west of the

Great Lakes Region, north of a line from Chicago to Omaha and thence to Portland
and by the Columbia River to the Pacific. .

Central Western Region—Comprises the section south of the Northwestern Reglon
west of a line from Chicago to Peoria and thence to St. Louls, and north of a line
from St. Louis to Kansas City and thence to El Paso and by the Mexican boundary
to the Pacific.

Southwestern Region—Comprises the section lying between the Mississippl River
south of St. Louis and a line from St. Louis to Kansas City and thence to El Paso,
and by the Rio Grande to the Gulf of Mexico.

We now add our detailed statement for the half-
year. It shows the results for each road separately,
classified in districts and regions the same as in the
foregoing summary :

EARNINGS OF UNITED STATES RAILROADS FROM JAN. 1 TO JUNE 30

Eastern District
Net

1934

$
1,559,233
4,990,526

—117,550
120,233

Gross
New England— 1935 1934
Region— s s
Bangor & Aroostook 3,827,042 3,663,559
Boston & Maine_ ... 21,825,267 21,713,924
Can Nat System—
CN Linesin N E. 521,821 513,326 —171,602
Central Vermont. 2,629,959 2,528,448 267,326
Dul Winn & Pac—See Northwestern Region.
Grand Trunk Western—See Great Lakes Region.
Can Pac System—
CP Linesin Me.. 1,093,606 1,236,844 138,835
C P Lines in Vt_. 469,116 492,216 —127,274
Dul So Sh & Atl—See Northwestern Region,
Minn St P & 8 8 M—See Northwestern Region,
Spokane International-—See Northwestern Region.
Maine Central..__. 5,810,218 5,560,876 1,460,827
New Haven System—
N Y N H & Hartf. 34,882,935 35,791,654 9,232,078
N Y Ont & West—See Great Lakes Region.
1,074,737
7,355

1935

$
1,728,116
5,205,889

Inc. or Dec.

+ 168,883
+215,363

—54,052
+ 147,003

253,624
—904,708

—114,789
—32,566

1,233,252
9,121,492

1,140,474
95,372
18,301,948

Net
1934

+ 227,575
+110,586

—65,737
—88,017

+ 514,339

N Y Connecting. ... 1,399,241 1,422,459
Rutland 1,556,902 1,635,803

Total (10 roads).. 74,016,107

74,559,009 18,816,287

GT0SS
Great Lakes 1935 1934
Region— S S

Cambria & Indiana. 559,742 518,938
Can Nat System—

C N Lines in N E—See New England Region.

Central Vermont—See New England Region.

Dul Winn & Pac—See Northwestern Region.

Gr Trunk West.. 10,189,760 9,445,823
Delaware & Hudson 11,860,699 12,381,060
Del Lack & Western 22,811,651 23,291,371
Detroit & Mackinac 271,893 277,463
Det & Tol Sh Line-. 1,836,034 1,689,983
Erie System—

1935
b3
176,070

Inc. or Dec.

$ S
127,652 +48,418

2,029,801 1,868,702
1,688,923 1,701,363
4,337,158 5,223,469

A 24,693
1,017,577 951,445

-+161,099

—20,261
+66,132
36,330,043 38,557,115 9,441,658 11,376,318 —1,934,660
—97,727 —83,279 —14,448
549,573 567,542 —17,969
248,364 226,719 +21,645
518,325 501,246
5,039,252 5,413,728
1,248,781 1,224,766
391,483 281,563

New Jersey & N Y

N Y Susq & West._
Lehigh & Hud River
Lehigh & New Eng.
Lehigh Valley- -
Monongahela
Montour.
New Haven System—

N Y N H & Hartford—See New England Region.

NY Ont & West. 4,343,993 4,840,577 1,133,825
N Y Central Lines—

N Y Central 150,525,322 151,520,643 35,450,758

Pitts & Lake Erie. 7,782,070 8,023,049 1,445,755
N Y Chic & St Louis 16,569,709 17,231,793
13,463,402 13,255,686

367,191 355,622

527,786 522,848

1,433,425 1,458,633

21,078,521
2,035,287
888,855

2,039,574

,039, +24,015
920,392

+109,920

1,228,368 —04,543
39,042,790 —4,492,032
1,613,995 —168,240
5,944,666 —723,283
3,373,618 —263,818
50,644 —5,096
‘56,676 +21,473
453,463 —2,778

Pitts Shawm & 1

Pitts & W Virginia. .

Wabash System—
Ann Arbor. . %
Wabash

450,685

1,880,075 1,643,969
20,304,230 19,493,850

Total (24 roads) - -329,639,598 333,481,817

424,732
4,834,205

78,788,409

388,370 +36,362
5,250,226 —416,021

87,708,642 —8,920,233
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Financial

Gross
Central Eastern 1934
Region— b3
Akron Canton & Y. 023,734
Balt & Ohlo System—
Alton—See Central Western Rezion.
Baltimore & Ohlo. 68,996,170 69,704,759
Staten Isl Rap Tr. 731,048 866,699
Bessemer & L, Erie. - 4,073,333 3,834,656
Chic & East Illinols. 6,493,072 6,201,471
Chle & Il Midland. 1,627,635 1,363,990
Chic Ind & Loulsv.. 3,857,475 3,622 411
Det Tol & Ironton.. 4,717,027 3,401,928
Elgin Jollet & East. 6,028,339 5,767,293 2,034,738
Illinols Terminal__. 2,475,551 2,434,912 742,231
Missourl Pacific System—See Southwestern Region.
Missouri Illinols. - 511,174 466,619 09,153
Pennsylvania System—
Long Island 11,527,103 2,262,786
Pennsylvania_ . __178,853,949 49,641,542
Reading System—
Penn Read SS L. 2,380,332
Central of N J___ 14,801,249
26,665,078

7,428,309
6,453,772

1935
3
977,225

1935
$
328,999

17,421,863
—17,408
925,105
1,260,837
485,899
658,699
2,639,748

11,773,831
176,377,459

2,434,516
14,881,667
28,606,338

7,046,478

6,064,319

— 342,156
3,973,679
7,973,575
2,179,895
1,444,628

Western Maryland.
Wheeling & L Erle. .

-Net
1934

Inc, or Dec.
3 S
363,606

—34,607

17,730,371
152,119

—308,508
—169,527
-+ 388,269
+ 49,329
-+ 131,920
+ 90,280
+ 818,794
+ 591,068
—162

1,443,670
742,393

118,736

2,883,612
48,983,219

—204,560
4,453,085
9,443,920
2,334,776
1,646,906

—9,583

—620,826
+ 658,323

—137,596
~—479,406
—1,470,345
—154,881
—202,278

Total (18 roads)..349,498,741 345,773,080 93,723,813

94,583,540 —859,736

Total Eastern l)ls-_
trict (52 roads) 753,154,446 753,813,906 191,328,509
Southern District

200,594,139 —9,265,630

Net

Southern

Region—
Atl Coast Line System—

Atl Birm & Coast. 1,447,580
Atlanta & W Point 727,043
Atl Coast Line... 22,093,860
Charles & W Caro 1,037,969
Clinchftield 2,589,359
1,550,763
36,333,832
6,173,176
647,626
413,087
4,089,917

GT08S
1935 1934 1935
3 S

1,425,359
702,857
23,012,271

Loulsv & Nashv. .
Nash Chatt & St L
West Ry of Ala._
Columbus & Greeny
Florida East Coast.
Georgia & Florida. - 522,507
Gulf Mobile & Nor. 2,804,665
Illinols Central System—
Central of Georgia 7,054,664
Gulf & Ship Island 642,650
Illinols Central ... 41,316,863 38,619,906
Yazoo & Miss Vall 5,566,806 5,561,602
Mississippl Central. 337,771 ¢
Norfolk & Southern. 2,431,108 560,675
Seaboard Air Line.. 18,081,008 3,696,477
Southern System—
Ala Gt Southern. 2,452,465 291,816
CinN O & Tex P_ 2,106,266
Ga South & Fla. . 93,993
Mobile & Ohio. - ., 372,840
N O & Northeast.. 246,278
North Alabama. . 107,468
9,174,886

273,109

2,686,509

6,690,202
613,105

2,448,175
6,343,486
973,981
4,395,744
1,105,865
275,635
39,742,393
1,045,597

291,280
39,463,866
Tennessee Central.. 1,059,454

1934 Ine. or Dec.
$ S

— 5,726 +65,199
+10,866
—1,626,632
—178,868
—297,609
+23,098

8,634
805,945

880,454

—5,975
+51,874

4,021,067

524,019
2,501,501
116,757
683,082
261,772
94,476
10,683,010

283,205 —10,096

211,498,687 45,087,223

53,776,080 —8,688,857
Net

G

Total (28 roads) - -212,564,030
Pocahontas—

1935
Region— S
Chesapeake & Ohlo. 54,506,076
Norfolk & Western. 36,469,258
Richmond Fred & Po 3,542,427 3,425,044
Virginian 7,643,289 7,020,257

1934

3
55,094,786
36,897,117

1935

s
23,117,276
13,915,078
731,630
4,069,874

1934 Inc. or Dec.

$ $
24,279,209 —1,161,933
14,799,608 -—884,530
820,048 —88,418
3,630,714 439,160

Total (4 roads).--102,251,050 102,437,204 41,833,858

43,529,579 —1,695,721

Total Southern Dis-
trict (32 roads)..-314,815,080 313,935,891 86,921,081
Western District

97,305,659 —10384,578

Northwestern
Reglon—

Can Nat System—
C N Lines in N E—See New England Region
Central Vermont—See New England Rezion.
Dul Winn & Pac. 493,764 430,725
Grand Trunk Western—=See Great Lakes Region,

Can Pac System—

C P Lines in Me—See New England Region.
C P Lines in Vt—See New England Reglon.
Dul 80 8h & Atl.. 1,084,501 1,064,452
MStP&SSM.. 10,352,343 10,686,101
Spokane Internat. 243,489 240,197

Chic & North West. 35,386,728 36,271,016
Chic St PM & O. 6,727,726 6,916,240

Chie Great Western. 7,188,755 7,133,001

Chie Mil St P & Pac 41,392,336 40,952,214

Dul Missabe & Nor. 4,171,298 3,326,097

Great Northern.... 32,095,046 29,801,671

Green Bay & West. . 689,380 529,743

Lake Sup & Ishpem. 592,430 543,510

Minneapolis & St L. 3,339,364 3,374,224

Northern Pacific... 22,795,113 22,735,256 !

Spokane Portl & Se. 2,713,502 2,692,886 1,103,141

Unlon Paclfic System—See Central Western Region.

Ore WashRR & N 7,083,767 7,026,450 843,318

G088
1935 1934 1935
$ 3 $
6,472

230,665

Net
1934

Ine. or Dec.
$ $

182,029
1,538,986
3,358
5,336,977
1,084,959 :
1,691,014 —413,049
8,535,040 —1,769,141
147 41,182,311
7,138,616 +2,643.718
+122,609
—327
—85,364
—2,311,098
—105,654

—393,306

+48,636

1,208,795
1,236,624

Total (16 roads)--176,349,632 173,723,792 28,566,191

31,447,115 —2,880,924

G'Toss
Central Western 1935 1934 1935
Region— 3 $ 3
Atch Top & Santa Fe 61,623,627 60,072,616 10,192,210
Balt & Ohio System—
6,417,887 6,126,038 768,778
Balt & Ohlo—See Central Eastern Reglon.
Staten Is. Rap Tr—See Central Eastern Region.
Burlington Route—
Ch Burl & Quiney 36,667,754 37,276,148 5,730,730
Colo & Southern. 2,621,280 2,458,662 183,200
Ft Worth & D C. 2,322 626 2,609,272 381,094
Den & Rio Gr West. 8,779,585 8,071,097 1,373,745
564,557 296,325

Denver & Salt Lake. 817,511
Nevada Northern. . 176,590 158,571 30,905
Rock Island System—
ChicR I & Gulf.. 1,812,956 1,705,908 429,846
Chic R I & Pac... 29,521,884 30,914,480 2,220,668
San Diego Ariz & E_ 241,510 250,721 —29,512
Southern Pacific System—
Northwestern Pac 1,439,924 1,460,193 —62,418
- 8t L Southwestern—=See Southwestern Region.
Southern Pacitic. 56,863,508 53,480,610 13,701,788
Texas & N O—See Southwestern Rezion.
Tol Peoria & West. . 809,468 805,277 143,330
Union Pacific System—
Los Ang & Sal$ L. 8,060,222 7,044,364 2,374,082
Oregon Short Line 10,147,615 9,364,492 2,470,130
Ore Wash RR & N—=See Northwestern Region.
St Jos & Gr Island 1,286,421 ,365,950 395,945
Union Pacific-.-. 30,819,646 30,359,314 6,447,397
Utah 443,808 278,080 111,192
540,412

Western Pacific.... 5,347,885 5,232,702

Inc. or Dec.
$

—717,856

—475,318

3
10,910,066
1,244,096

9,153,720
246,223
975,244

1,737,820
171,891

27,480

364,105
4,644,238
7,149
75,819
14,229,610
138,694

2,816,218
2,637,857

570,190
8,111,010

—3,422,090
023

+3,425
+65,741
—2,423,570
—36,661
—138,237
—437,822
+4,636

—441,236
—167,727

—174,245
—1,663,613
25,052 +86,140
933,508 —393,006

Total (20 roads)-.266,221,797 260,580,052 47,790,747

tp://fraser.stlouisfed.org/

59,019,990 —11229,243
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Net
1934

3
—46,340
12,059

1935

$
396,113
304,085

1934

$
378,037
314,678

Inc. or Dec.

3
—45,314
—16,771

Southwestern
Region—

Burl-Rock Island_ . -
Ft Smith & Western
Trisco Lines—

Ft W & Rio Gr.. .

St L-San Fran_..

St L San Fr & Tex
Kansas City South.
Kansas Okla & Gulf.
Louisiana & Ark
La Ark & Texas
Midland Valley. .- 574,277
Missouri & Arkansas 184,510
Mo-Kansas-Texas. . 12,092,025
Missouri Pacific System—

Beaum SL & W- . 865,902 921,795 216,061

Internat Gr Nor-.. 5,697,452 6,304,868 1,043,060

Missouri Illinols—See Central Eastern Region.

Missouri Paciflc-. 34,636,416 36,066,484 5,580,872

N O Tex & Mex. - 864,829 946,723 246,067

St L Brownsv& M 2,603,143 2,621,131 810,468

S A Uvalde & Gult 445,540 588,522 4,096

Texas & Pacific.. 10,979,948 10,717,797 3,152,707
Okla City-Ada-Atok 221,920 174,885 85,491
Southern Pacilic System—

Northwestern Pac—See Central Western Region.

St L Southwestern 7,805,216 7,243,747 2,463,330

Southern Pacliic—See Central Western Region.

Texas & New Orl. 16,451,368 15,529,622 2,842,031
Texas Mexican 653,409 450,357 218,986 109,466
Wichita Falls & Sou.. 250,446 278,072 51,569

72,967
Total (24 roads) - 122,455,125 125,673,849 21,793,220 29,626,302

Total Western Dis-
trict (60 roads) . ..565,026,554

Total all districts s
(144 roads)-.--1,632,996,080 1627736,490 376,309,748 417,993,205 —41593,457

1935
$

—91,654
—4,712

199,627
18,545,636
453,882
4,631,394
925,573
2,209,448
463,066

208,000
19,936,805
462,598

—96,112
3,684,620
~-62,769
1,306,036
472,404
709,791
114,950
209,326
921923
2,970,781

—262,129
—R7,850
+1,752
-25.754

13,089,570 1,543,652
247,392
1,779,647

8,343,029
309,231
935,981
196,211

3,515,208

63,868

—2,762,157
63,164
—125,513
—192,115
36250

+122,190
+497,628

+109,520
—21,398

2,341,140
2,344,403

7,833,082

559,986,693 98,150,158

120,093,407 —-2194:}12}?

Results for Earlier Years

We have already pointed out that the very small increase
in gross earnings of $5,259,590 which, through increased ex-
penses and other adverse factors, resulted in a decrease
of $41,593,457 in the first half of the current year, follows
increases in both gross and net alike of $214,374,745 and of
$71,353,026, respectively, in the same six months of 1934,
and that these increases, in turn, come after a loss in gross
earnings of $168,965,008, accompanied by a gain in net of
$30,679,039 in the corresponding period of 1933. In the
same period of 1932, however, there was a decrease of $584,-
780,093 in gross and of $149,889,660 in net: also a decrease
of $503,786,279 in gross and of $147407,933 in net in the
first half of 1931, and a decrease of $324,823450 in gross
and of $199,587,164 in net in the first half of 1930. On the
other hand, our tabulations for the first half of 1929 recorded
$151,648,890 gain in gross and $114,947,201 gain in net, which
in turn came after $116,628,506 loss in gross and $13,059,449
loss in net in the first half of 1928, In 1927, also, conditions
were not altogether favorable, so that our tables then like-
wise showed some shrinkage in both gross and nef earnings.
The Mississippi River floods, the coal miners’ strike, the
slump in the automobile trade, the depression in the South,
the impaired status of the agricultural classes, especially in
the Northwest, by reason of successive poor crops of spring
wheat, all imposed a state of quietude on general trade in
that year and left their mark on railroad revenues. How-
ever, the decrease was very slight—only $0,132,430 in the
gross, or less than one-third of 1%, and $16,035,003 in the
net, or 2.20%. In the two years preceding, on the other
hand—1926 and 1925—the situation was different. Then
the returns were distinguished for quite considerable im-
provement. Especially was this the case in 1926, when our
compilations recorded $131,448135 increase in gross and
$71,056,875 increase in net. There were increases also in
1925 over 1924, but they were much more moderate, at least
in the gross, having been only $23,096,456 in that item, but
$58,807,728 in the net. However, these increases came
after a big falling off in both gross and net in 1924. This
latter year was the year of a Presidential election, when,
pending the outcome, a tremendous slump in business oc-
curred, which involved a corresponding contraction in the
traffic and the revenues of the railroads. The falling off in
the gross in 1924 amounted to no less than $225,987,341; in
the net it was $54,000,364.

But in noting the 1924 shrinkage in gross and net it is
important not to overlook the fact that this followed pro-
digious gains in gross and net alike in the year preceding,
that is, 1923, the addition to the gross that year having been
$480,926,565 and to the met $117,564,651. Moreover, this
improvement, at least in the net, came after large increases
in 1922 and the year before, too, the improvement, however,
in those two years following entirely as a result of savings in
expenses, gross earnings in both 1922 and 1921 having
recorded losses. In 1922, as against $63 299701 decrease
in gross, the saving in expenses was $281,731,725, affording,
therefore, a gain in net earnings of $218332,024, In 1921,
in like manner, though there was $67,476,090 loss in gross,
this was turned into a gain of $141,808,030 in net by 2
reduction of $209,284,120 in expenses. The 1921 reduction
in expenses would have been very much greater than actu-
ally recorded except that the railroads were operating under
much higher wage scales, the United States Labor Board
having in July 1920 awarded an increase of 209. On the
other hand, the decrease of 129% made bv the Labor Board,
effective July 1 1921, was a factor in lowering expenses in
the first half of 1922,

It must be particularly remembered, though, that pre-
viously to 1921 expenses had been mounting up in a fright-
ful way, until in 1920 a point was reached where even the
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strongest and best managed properties were barely able
th meet ordinary running expenses, not to mention taxes
and fixed charges. And it is these prodigiously inflated ex-
pense accounts that furnished the basis for the savings and
economies that were effected in 1921 and 1922 and in the
immediately succeeding years. As compared with 1920, the
roads in both 1921 and 1922 also had the advantage of much
more favorable weather conditions. In 1921 the winter was
exceptionally mild, and much the same was true of the
winter of 1922, though this last is declared to have been a
hard one in certain special sections—in Wyoming and
Montana, for instance, and contiguous territory. In 1920,
on the other hand, not only was the winter unusually severe,
but many other adverse influences and conditions existed
at the time, all combining to cut down the net, and in our
review of the earnings for this half-year period we were
prompted to say that it was not likely that we would ever
be called upon to record a poorer statement of net earnings
of United States railroads for any period of six months than
that for the first half of 1920. Rising costs of operation
induced by wage increases, advancing nrices for material,
fuel, supplies and everything else entering into the operating
accounts of the railroads, and by heavy extra’ expenses
arising out of special unfavorable circumstances of one kind
or another—had been a feature of railroad affairs for many
years, we then pointed out, but in 1920 the movement,
unquestionably, might be said to have reached its climax
and its apex, many of the roads failing to earn bare operat-
ing expenses. Altogether, the result of this array of un-
favorable influences on earnings in the first half of 1920
was that as against a gain in gross earnings of $358,015,357,
our compilations showed an addition to expenses of no less
than $425,461,941, leaving the net diminished in amount of
$67,446,584.

It should be noted, furthermore, that the falling off in
net in 1920 was merely one of a long series of losses in net.
Ir the first six months of 1919 the higher rates then in force
(as compared with 1918) for the transportation of passen-
gers and freight barely sufficed to meet the great rise in ex-
penses; our compilations then showed $265,635,870 addition
to gross earnings with a coincident increase in expenses of
§205,952,855, leaving mnet slightly smaller, namely, by
$216,985. In the preceding two years the results were
equally bad, huge increases in expenses acting to cause heavy
losses in the net. For instance, in 1918 the addition to
expenses (over 1917) reached the nrodigious sum of $457,-
054,265, or about 34%, with the result that a gain of $181.-
848,682 in gross was turned into a loss of mo less than
$275,205,583 in the net, or over 50%. Not only that, but
in 1917 a gain of $205,066,407 in gross was concurrent with
an addition of $212,222155 to expenses, leaving a loss of
$7,155,748 in net. 1In the following we furnish the half-
yearly comparisons back to 1906 :

GROSS EARNINGS

Year
Gilven

Year

Increase (+) or
Preceding

Decrease (—)

$1,172,185,403
1,351,570,837
1,310,580,765
1,365,355,850
1,502/472.942
1,401,010,280
1,407,465,982
1,731,460,912
1,946,395, 684
2,071,337.977
2,330,750,126
2,684,672,507
2,671,360,048
2,602,347.511
3,086.120.703
2,865,047, 474
2,887,608,623
3,022,413'801
3,011,706,048
2,901,379.728
3,057,560, 980
2,737,397.195
2,184,221'360
1,599,138, 566
1,430,226,871
1,627,736,490
1,632,996,080

$1,051,853,195
1,172,481,315
1,330,539,563
1,309.006,353
1,366,304,199
1,486,043,706
1,447,464,542
1,403,448,334
1,741,329,277
1,889,489,205
2.074,114.256
2,326,657,150
2,738,845,138
21665,747,212
2.605,203.228
3,001,034,815
2,864,512,167
2,890,965,666
3,020,928,478
3,018,008,234
2,905,912.090
3.062,220,645
2,688.007,639
2,183,918,659
1,509.191,879
1,413.361,745
1,627,736,490

+$120,332,208
+179,089,522
—281958.798
+ 56,349,506
+136,168,743
—85,033,426
—39.998,560
+328.012,578
+205,066,407
181,848,682
+265,635,870
+358,015,357
—67,476,090
—63,399.701
480,926,565
—225.987,341
+23.006,456
131,448,135
—9.132.430
—116,628,506
+151,648,890
—324,823/450
—503,786,279
—584.780,093
—168.965,008
+214,374,745
+ 5,259,590

NET EARNINGS

Year
Given

Year
Preceding

Increase (+) or
Decrease (—)

Jan. 1 to June 30—
90

$371,591,341
408,380,483
378,852,053
373,370,171
400,242 544
343 835 677
394,083,458
550,476,804
555,683,025
265,705,922
265,007,159
195,582,649
310,800,365
530,420,651
649,131,565
597,828,199
56,663,561
727,905,072
711,888,565
700,846,779
817,500,221
618,567,281
471,189,438
321,450,701
352,131,926
417,993,205
376,390,748

$294,951,102
371,562,668
404,569,430
375,407,648

+$76,640,239
36,817,815
—25,717,377
—2,037,477
-+26,788,669
—50,660,208
+47,615,343
+166,141,381
—7,155,747
—275,205,583
—316,985
—67,446,584
141,808,030
+218,332,024
+117,564,641
—54,000,364
+ 58,807,728
471,056,875
—16,035,003
13,059,449
+114,947,201
—199,587,164
—147,407,933
—149,889,660
+ 30,679,039
+71,353,026
—41,593,457

562,838,773
540,911,505
265,325,144
263,029,233
169,082,335
312,088,627
531,566,924
651,828,563
597,855,833
656,848,197
727,923,568
713,906,228
702,553,020
818,154,445
618,597,371
471,340,361
321,452,887
346,640,179
417,993,205
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So far as winter weather has played a part in affecting
the traffic and earnings of the roads in the different years,
it has already been indicated that the winter of 1935 was
a mild one, there having been no unusual conditions to
contend with, whereas in 1934 the winter was quite severe,
with frequent heavy snowstorms. In 1933, as in 1932 and in
1931 and 1930, there were no unusual conditions, but in
1929, while in the northern part of the eastern half of the
country weather conditions were not much of a drawback,
in the western half the winter was quite severe, extreme
cold accompanied in many instances by repeated heavy
snowfalls having seriously interfered with railroad opera-
tions. Particularly does this remark apply to Wisconsin
and Iowa, Colorado, Utah, Wyoming, Montana, Idaho,
and, as a matter of fact, along much the same parallels
of latitude all the way West to the State of Washington.
In contradistinction to this, the winter of 1928 ranked as
one of the mildest on record, complaints of obstruction
to railroad operations from snow or ice or extreme cold
having been entirely absent in all parts of the country in
that year. In 1927, too, the winter was not severe in
any part of the country, if we except a limited area in
the Rocky Mountain regions, where unusually heavy falls
of snow were encountered during January, February and
March. In fact, it may be said that in some of the Rocky
Mcuntain States, particularly Colorado and Wyoming,
repeated heavy snowstorms occurred all through the winter
of 1927, making railroad operations difficult:; even towards
the middle of April an unusually severe srring blizzard was
reported, seriously interrupting traffic, the latter extending
also into South Dakota. Barring this, however, the winter
of 1927 did not impose drawbacks of any great consequence
anywhere. In 1926, likewise, the winter on the whole was
not much of a disturbing influence. The situation in that
respect was not so extremely good as it had been in 1925,
and yet was, on the whole, quite favorable. In January
weather conditions in 1926 did not interfere with railroad
operations to any great extent over any large sections of
the country. On the other hand, in February the New Eng-
land roads suffered severely by reason of heavy falls of
snow. The winter of 1926, taking the country as a whole,
was, as stated, quite mild, but in February there were some
big snowstorms in the East, with, however, nothing ap-
proaching a blizzard. In other words, there were no big
drifts to tie up traffic and interfere seriously with the run-
ning of trains. In this city there was, in 1926, no snowfall
of any consequence during the winter until February, but
in this last-mentioned month there were two every heavy
snowstorms, namely, one on Feb. 3-4, when 10.3 inches of
snow fell, and another on Feb. 9-10, when the snowfall was
11.6 inches. For the whole month of February the snow-
fall in this city in 1926 aggregated 25.7 inches, being the
heaviest on record for any February since 1899, when the
fall was 27.5 ipches, and comparing with only 0.8 inch in
February 1925 (when, however, the fall was extremely
heavy in January), and with 11.5 inches in February 1924
and 17.9 inches in February 1923. The February snow-
storms of 1926 seem to have extended all over New England
and through New York State. New England roads virtually
all reported for that month large losses in gross as well
as in net, and no doubt the circumstance mentioned was
in part responsible for this, in addition to which, however,
these roads must have had their coal traffic reduced by the
anthracite miners’ strike.
In both 1925 and 1924 the railroads enjoyed quite remark-
able exemption from bad weather and from the often ex-
treme rigors of the winter. In Januarv 1925 bad weather
was somewhat of a drawback on certain lines here in the
East, though not to any great extent for the country as a
whole. There were repeated snowstorms in these parts in
the month in 1925, and in New York City the fall of snow
was the heaviest of any January in the history of the local
weather buveau, reaching 26.2 inches. This compared with
only 2.6 inches in January 1924, but with 21.9 inches in
January 1923, this latter having also been a month of very
heavy snowfalls. A storm which came toward the end of
the month in 1925—that is, Thursday, Jan. 29, and ex-
tended into Friday, Jan. 30—proved particularly mischiey-
ous in New York State. The New York Central RR. re-
ported it as the worst in its history, especially between
Albany and Rochester, causing considerable delay in the
running of trains. The area of disturbance, however, in
this way was very much circumscribed, being confined
largely to New” York and New England, while elsewhere in
t}lo northern part of the country the winter was compara-
tively mild, and little complaint was heard of obstruction
because of snow and ice or because of extreme cold.
After this heavy snowstorm in New York State the latter
part of January (1925), from which, as noted, other parts
of the country were exempt, mild weather developed in
TFebruary, and this may be said to have been a condition
common to the whole United States and even Canada, the
winter nearly everywhere having been an open one and
spring having come unusually early virtually everywhere.
Nor, as alrveady stated, was there much severe winter
Weather in 1924, but in 1923, on the other hand, the winter
was of unusual severity in many parts of the northern half
of the United States, especially in New England and in
northern New York, where the roads suffered from repeated
scowstorms, and from the depth of the accumulated snow-
falls, with resulting large increases in operating expenses.
Weather conditions in prior years have been detailed above.
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As Signed by President Roosevelt—Provides Federal Old-

Age Benefits, Unemployment Insurance, Grants to States for Aid to Dependent
Children, Appropriation for Public Health Work, Etc.

The Administration’s social security bill, which became
a law following its passage by Congress and its approval
on Aug. 14 by President Roosevelt, was one of the most
important measures in President Roosevelt’s so-called
“must” program. As indicated in our issue of Aug. 17,
page 1022, it will impose taxes of $2,713,000,000 annually
by 1950 upon employers and employees to pay pensions for
the aged, aid the sick, the unemployed and the blind. It
carries appropriations of $94,491,000 for the 1936 fiscal year
as the Government’s contribution to the pension scheme, not
including $4,000,000 authorized for the fiscal year ending
on June 30 1936 and $49,000,000 for each fiscal year there-
after to meet the cost of certain requirements of the law.
The text of the mew law, which bears the title *“Social
Necurity Act,” follows:

[H. R. 7260]

AN AcCT
To provide for the general welfare by establishing a system of Federal
old-age benefits, and by enabling the several States to make more adequate
provision for aged persons, blind persons, dependent and crippled children,
maternal and child welfare, public health, and the administration of their
unemployment compensation laws; to establish a Social Security Board;
to raise revenue; and for other purposes.
Be it enacted by the Senate and House of Representatives of the United
States of America in Congres assembled,

TITLE I—GRANTS TO STATES FOR OLD-AGE ASSISTANCE

Appropriation

Section 1. For the purpose of enabling each State to furnish financial
assistance, as far as practicable under the conditions in such State, to
aged needy individuals, there is hereby authorized to be appropriated for
the fiscal year ending June 30, 1936, the sum of $49,750,000, and there
is hereby authorized to be appropriated for each fiscal year thereafter a
sum sufficient to carry out the purposes of this title. The sums made
available under this section shall be used for making payments to States
which have submitted, and had approved by the Social Security Board
established by Title BIL (hereinafter referred to as the *“Board”), State
plans for old-age assistance.

State Old-Age Assistance Plans

Sec. 2. (a) A State plan for old-age assistance must (1) provide that
it shall be in effect in all political subdivisions of the State, and, if
administered by them, be mandatory upon them; (2) provide for financial
participation by the State; (3) either provide for the establishment or
designation of a single State agency to administer the: plan, or provide
for the establishment or designation of a single State agency to supervise
tha administration of the plan; (4) provide for granting to any individual,
whose claim for old-age asistance is denied, an opportunity for a fair
hearing before such State agency; (5) provide such methods of adminis-
tration (other than those relating to selection, tenure of office, and com-
pensation of personnel) as are found by the Board to be necessary for the
efficient operation of the plan; (6) provide that the State agency will
make such reports, in such form and containing such information, as the
Board may from time to time require, and comply with such provisions as
the Board may from time to time find necessary to assure the correctness
and verification of such reports; and (7) provide that, if the State or any
of its political subdivisions collects from the estate of any recipient of
old-age assistance any amount with respect to old-age assistance furnished
fim under the plan, one-half of the net amount so collected shall be
promptly paid to the United States. Any payment so made shall be
deposited in the Treasury to the credit of the appropriation for the purposes
of this title.

(b) The Board shall approve any plan which fulfills the conditions speci-
fied in subsection (a), except that it shall not approve any plan which
imposes, as a condition of eligibility for old-age assistance under the
plan—

(1) An age requirement of more than sixty-five years, except that the
plan may impose, effective until January 1, 1940, an age requirement of
as much as seventy years; or

(2) Any residence requirement which excludes any resident of the State’

who has resided therein five years during the nine years immediately
preceding the application for old-age assistance and has resided therein
continuously for one year immediately preceding the application; or

(8) Any citizenship requirement which excludes any citizen of the
United States. ¢

Payment to States

Sec. 3. (a) From the sums appropriated therefor, the Secretary of the
Treasury shall pay to each State which has an approved plan for old-age
assistance, for each quarter, beginning with the quarter commencing July 1,
1935, (1) an amount, which shall be used exclusively as old-age assistance,
equal to one-half of the total of the sums expended during such quarter
as old-age assistance under the State plan with respect to each individual
who at the time of such expenditure is sixty-five years of age or older
and is not an inmate of a public institution, not counting so much of such
expenditure with respect to any individual for any month as exceeds $30,
and (2) 5 per centum of such amount, which shall be used for paying the
costs of administering the State plan or for old-age assistance, or both, and
for no other purpose: Provided, That the State plan, in order to be approved
by the Board, need not provide for financial participation before July 1,
1937, by the State, in the case of any State which the Board, upon applica-
tion by the State and after reasonable notice and opportunity for hearing
to the State, finds is prevented by its constitution from providing such
financial participation.

(b) The method of computing and paying such amounts shall be as
follows :

(1) The Board shall, prior to the beginning of each quarter, estimate
the amount to be paid to the State for such quarter under the provisions
of clause (1) of subsection (a), such estimate to be based on (A) a report
filed by the State containing its estimate of the total sum to be expended
in such quarter in accordance with the provisions of such clause, and
stating the amount appropriated or made available by the State and its

political subdivisions for such expenditures in such quarter, and if such
amount is less than one-half of the total sum of such estimated expenditures,
the source or sources from which the difference is expected to be derived,
(B) records showing the number of aged individuals in the State, and (C)
such other investigation as the Board may find necessary.

(2) The Board shall then certify to the Secretary of the Treasury the
amount so estimated by the Board, reduced or increased, as the case may
be, by any sum by which it finds that its estimate for any prior quarter
was greater or less than the amount which should have been paid to the
State under clause (1) of subsection (a) for such quarter, except to the
extent that such sum has been applied to make the amount certified for
any prior quarter greater or less than the amount estimated by the Board
for such prior quarter. )

(3) The Secretary of the Treasury shall thereupon, through the Division
of Disbursement of the Treasury Department and prior to audit or settle-
ment by the General Accounting Office, pay to the State, at the time or
times fixed by the Board, the amount so certified, increased by 5 per
centum.

Operation of State Plans

Sec. 4. In the case of any State plan for old-age assistance which has
been approved by the Board, if the Board, after reasonable notice and
opportunity for hearing to the State agency administering or supervising
the administration of such plan, finds—

(1) that the plan has been so changed as to impose any age, residence,
or citizenship requirement prohibited by section 2 (b), or that in the
administration of the plan any such prohibited requirement is imposed, with
the knowledge of such State agency, in a substantial number of cases; or

(2) that in the administration of the plan there is a failure to comply
substantially with any provision required by section 2 (a) to be included
in the plan;

the Board shall notify such State agency that further payments will not
be made to the State until the Board is satisfied that such prohibited
requirement is no longer so imposed, and that there is no longer any
such failure to comply. Until it is so satisfied it shall make no further
certificnt_ion to the Secretary of the Treasury with respect to such State.

Administration

See. 5. There is hereby authorized to be appropriated for the fiscal year
ending June 30, 1936, the sum of $250,000, for all necessary expenses of
the Board in administering the provisions of this title. .

Definition
Sec. 6. When used in this title the term “old-age assistance’’ means-
money payments to aged individuals.

TITLE II—-FEDERAL OLD-AGE BENEFITS
Old-Age Reserve Account

Section 201. (a) There is hereby created an account in the Treasury of
the United States to be known as the “Old-Age Reserve Account” herein-
after in this title called the “Account”. There is hereby authorized to be:
appropriated to the Account for each fiscal year, beginning with the fiscal’
year ending June 30, 1937, an amount sufficient as an annual premium to.
provide for the payments required under this title, such amount to be deter-
mined on a reserve basis in accordance with accepted actuarial principles,
and based upon such tables of mortality as the Seeretary of the Treasury
shall from time to time adopt, and upon an interest rate of 3 per centum:
pel\;n aémum (lz?mpomxlded annually. The Secretary of the Treasury shall
submit annually to the Bureau of the Budget a i ig-
tions to be made to the Account. g N e PP

(b) It shall be the duty of the Secretary of the Treasury to invest such:
portion of the amounts credited to the Account ag is not, in his judgment
required to meet current withdrawals. Such investment ma’y be made only ir;
interest-bearing obligations of the United States or in obligations guaranteed’
a8 to both principal and interest by the United States. For such purpose:
such obligations may be acquired (1) on original issue as par, or (2) by
purchase of outstanding obligations at the market price. The ;)urposes for
w}:ich obligations of the United States may be issued under the Second'
plberty Bond Act, as amended, are hereby extended to authorize the
issuance at par of special obligations exclusively to the Account. Such:
special obligations shall bear interest at the rate of 8 per centum per
:l!:nulr‘n. Olzligaiiions othe;‘l tthan such special obligations may be acquired for

e Account only on such terms as to i i )
less than 3 per centum per annum. Provide aniinzsebiatobagleld ot ot

(c) Any obligations acquired by the Account i igati
issued exclusively to the Account) may be sold (netx c:}?: f::fﬁﬁ ;!:lilcg;uh::;
such special obligations may be redeemed at par plus accrued interest. E

(d) The interest on, and the proceeds from the sale or redemption of
any obligations held in the Account shall be credited to and form a pnrt':‘
of the Account.

(e) All amounts credited to the Accoun 8 i king-
payments required under this title. b shall {beiSratifedor ik o

(f) The Secretary of the Treasury sh i i i
the actuarial status of the Account. Al Indlle o Kgasanal b

0ld-Age Benefit Payments

Sec. 202, (a) Every qualified individual (as defined in section 210)»
shall be entitled to receive, with respect to the period beginning on the
date he attains the age of sixty-five, or on January 1, 1942, whichever is
the later, and ending on the date of his death, an old-:rtge benefit (payable
as nearly as practicable in equal monthly installments) as follows: :

(1)If the total wages (as defined in section 210) determined by the
Board to have been paid to him, with respect to employment (as defined’
in section 210) after December 31, 1936, and before he attained the age
of sixty-five, were not more than $3,000, the old-age benefit shall be at a-
monthly rate of one-half of 1 per centum of such total wages ;

(2) If such total wages were more than $3,000, the g]d.aw; benefit shall®
be at a monthly rate equal to the sum of the following : N

(A) One-half of 1 per centum of $3,000; plus

(B) One-twelfth of 1 per centum of the amount by which such total
wages exceeded $3,000 and did not exceed $45,000; plus

(0) One-twenty-fourth of 1 per centum of the amount by swhich such
total wages exceeded $45,000, :
oxc(el:!)d 1;851'10 case shall the monthly rate computed under subsection (a)»

igitized for FRASER
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(c) If the Board finds at any time that more or less than the correct
amount has theretofore been paid to any individual under this section, then,
under regulations made by the Board, proper adjustments shall be made in
connection with subsequent payments under this section to the same
individual.

(d) Whenever the Board finds that any qualified individual has received
wages with respect to regular employment after he attained the age of
sixty-five, the old-age benefit payable to such individual shall be reduced,
for each calendar month in any part of which such regular employment
occurred, by an amount equal to one month’s benefit. Such reduction shall
be made, under regulations prescribed by the Board, by deductions from
one or more payments of old-age benefit to such individual.

Payments Upon Death

Sec. 203. (a) If any individual dies before attaining the age of sixty-five,
there shall be paid to his estate an amount equal to 3% per centum of
the total wages determined by the Board to have been paid to him, with
respect to employment after December 31, 1936.

(b) If the Board finds that the correct amount of the old-age benefit
payable to a qualified individual during his life under section 202 was
less than 3% per centum of the total wages by which such old-age benefit
was measurable, then there shall be paid to his estate a sum equal to the
amount, if any, by which such 814 per centum exceeds the amount (whether
more or less than the corréct amount) paid to him during his life as
old-age benefit.

(c) If the Board finds that the total amount paid to a qualified indi-
vidual under an old-age benefit during his life was less than the correct
amount to which be was entitled under section 202, and that the correct
amount of such old-age benefit was 8% per centum or more of the total
wages by which such old-age benefit was measurable, then there shall be
paid to his estate a sum equal to the amount, if any, by which the correct

amount of the old-age benefit exceeds the amount which was so paid to
him during his life.

Payments to Aged Individuals Not Qualified for Benefits
Sec. 204. (a) There shall be paid in a lump sum to any individual who,
upon attaining the age of sixty-five, is not a qualified individual, an
amount equal to 3% per centum of the total wages determined by the
Board to have been paid to him, with respect to employment after Decem-
ber 81, 1936, and before he attained the age of sixty-five.

(b) After any individual becomes entitled to any payment under sub-
section (a), no other payment shall be made under this title in any
manner measured by wages paid to him, except that any part of any

payment under subsection (a) which is not paid to him before his death
shall be paid to his estate.

Amounts of $500 or Less Payable to Estates

Sec. 205. If any amount payable to an estate under section 203 or 204
is $500 or less, such amount may, under regulations prescribed by the
Board, be paid to the persons found by the Board to be entitled thereto
under the law of the State in which the deceased was domiciled, without

the necessity of compliance with the requirements of law with respect to
the administration of such estate.

Overpayments During Life

Sec. 206. If the Board finds that the total amount paid to a qualified
irdividual under an old-age benefit during his life was more than the
correct amount to which he was entitled under section 202, and was 3% per
centum or more of the total wages by which such old-age benefit was
measurable, then upon his death there shall be repaid to-the United States
by his estate the amount, if any, by which such total amount paid to
him during his life exceeds whichever of the following is the greater:

(1) Such 3% per centum, or (2) the correct amount to which he was
entitled under section 202,

Method of Making Payments

Sec. 207. The Board shall from time to time certify to the Secretary
of the Treasury the name and address of each person entitled to receive
a payment under this title, the amount of such payment, and the time at
which it should be made, and the Secretary of the Treasury through the
Division of Disbursement of the Treasury Department, and prior to audit
or scttlement by the General Accounting Office, shall make payment in
accordance with the certification by the Board.

Assignment
Sec. 208, The right of any person to any future payment under this
title shall not be transferable or assignable, at law or in equity, and none
of the moneys paid or payable or rights existing under this title shall be
subject to execution, levy, attachment, garnishment, or other legal process,
or to the operation of any bankruptey or insolvency law.

Penalties
Sec. 209. Whoever in any application for any payment under this title
makes any false statement as to any material fact, knowing such state-

ment to be false, shall be fined not more than $1,000 or imprisonment for
not more than one year, or both.

Definitions

Sec. 210. When used in this title—

(a) The term *‘wages” means all remuneration for employment, including
the cash value of all remuneration paid in any medium other than cash ;
except that such term shall not include that part of the remuneration which,
after remuneration equal to $3,000 has been paid to an individual by an
employer with respect to employment during any calendar year, is paid to

such individual by such employer with respect to employment during such
calendar year.

(b) The term “employment” means any service, of whatever nature,

performed within the United States by an employee for his employer,
except—

(1) Agricultural labor ;

(2) Domestic service in a private home;

(3) Casual labor not in the course of the employer’s trade or business ;

(4) Service performed as an officer or member of the crew of a vessel
documented under the laws of the United States.or of any foreign country ;

(5) Service performed in the employ of the United States Government
or of an instrumentality of the United States;

(6) Service performed in the employ of a State, a political subdivision
thereof, or an instrumentality of one or more States or political eub-
divisions ;

(7) Service performed in the employ of a corporation, community chest,
fund, or foundation, organized and operated exclusively for religious,
charitable, scientific, literary, or educational purposes, or for the prevention
of cruelty to children or animals, no part of the net earnings of which
inures to the benefit of any private shareholder or individual,
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(c) The term ‘‘qualified individual” means any individual with respect
to whom it appears to the satisfaction of the Board that—

(1) He is at least sixty-five years of age; and

(2) The total amount of wages paid to him, with respect to employment
after December 31 1936, and before he attained the age of sixty-five, was
not less than $2,000; and

(3) Wages were paid to him, with respect to employment on some five
days after December 31, 1936, and before he attained the age of sixty-five,
each day being in a different calendar year.

TITLE III—GRANTS TO STATES FOR UNEMPLOYMENT
COMPENSATION ADMINISTRATION
Appropriation

Section 301. For the purpose of assisting the States in the administra-
tion of their unemployment compensation laws, there is hereby authorized
to be appropriated, for the fiscal year ending June 80, 1936, the sum of
$4,000,000, and for each fiscal year thereafter the sum of $49,000,000, to
be used as hereinafter provided.

Payments to States

Sec. 302. (a) The Board shall from time to time certify to the
Secretary of the Treasury for payment to each State which has an unemploy-
ment compensation law approved by the Board under Title IX, such amcunts
as the Board determines to be necessary for the proper administration of
such law during the fiscal year in which such payment is to be made. The
Board’s determination shall be based on (1) the population of the State;
(2) an estimate of the number of persons covered by the State law and of
the cost of proper administration of such law; and (8) such other factors
as the Board finds relevant. The Board shall not certify for payment under
this section in any fiscal year a total amount in excess of the amount appro-
priated therefor for such fiscal year.

(b) Out of the sums appropriated therefor, the Secretary of the Treasury
shall, upen receiving a certification under subsection (a), pay, through the
Division of Disbursement of the Treasury Department and prior to audit
or settlement by the General Accounting Office, to the State ageney charged
with the administration of such law the amount so certified. 1

Provisions of State Laws

Sec. 303. (a) The Board shall make no certification for payment to any
State unless it finds that the law of such State, approved by the Board
under Title IX, includes provisions for— "

(1) Such methods of administration (other than those relating to selec-
tion, tenure of office, and compensation of personnel) as are found by the
Board to be reasonably calculated to insure full payment of unemployment
compensation when due; and

(2) Payment of unemployment compensation solely through public em-
ployment offices in the State or such other agencies as the Board may
approve; and

(3) Opportunity for a fair hearing, before an impartial tribunal, for
all individuals whose claims for unemployment compensation are denied ;
and

(4) The payment of all money received in the unemployment fund of
such State, immediately upon such receipt, to the Secretary of the Treasury
to the credit of the Unemployment Trust Fund established by section 904;
and

(5) Expenditure of all money requisitioned by the State agency from
the Unemployment Trust Fund, in the payment of unemployment compen-
sation, exclusive of expenses of administration; and

(6) The making of such reports, in such form and containing such
information, as the Board may from time to time require, and compliance
with such provisions as the Board may from time to time find necessary
to assure the correctness and verification of such reports ; and

(7) Making available upon request to any agency of the United States
charged with the administration of public works or assistance through public
employment, the name, address, ordinary occupation and employment status
of each recipient of unemployment compensation, and a statement of such
recipient’s rights to further compensation under such law.

(b) Whenever the Board, after reasonable notice and opportunity for
hearing to the State agency charged with the administration of the State
law, finds that in the administration of the law there is—

(1) a denial, in a substantial number of cases, of unemployment com-
pensation to individuals entitled thereto under such law; or

(2) a failure to comply substantially with any provision specified in
subsection (a) ;

the Board shall notify such State agency that further payments will not
be made to the State until the Board is satisfied that there is no longer
any such denial or failure to comply. Until it is so satisfied it shall make

no further certification to the Secretary of the Treasury with respect to
such State.

TITLE IV—GRANTS TO STATES FOR AID, TO. DEPENDENT
CHILDREN

Appropriation

Section 401. For the purpose of enabling each State to furnish financial
assistance, as far as practicable under the conditions in such State, to
needy dependent children, there is hereby autherized to be appropriated
for the fiscal year ending June 30, 1936, the sum of $24,750,000, and there
is hereby authorized to be appropriated for each fiscal year thereafter a sum
sufficient to carry out the purposes of this title. The sums made available
under this section shall be used for making payments to States which
have submitted, and had approved by the Board, State plans for aid to
dependent children,

State Plans for Aid to Dependent Children

Sec. 402. (a) A State plan for aid to dependent children must (1) pro-
vide that it shall be in effect in all political subdivisions of the State, and,
if administered by them, be mandatory upon them; (2) provide for
financial participation by the State; (3) either provide for the establish-
ment or designation of a single State agency to administer the plan, or
provide for the establishment or designation of a single State agency to
supervise the administration of the plan; (4) provide for granting to any
individual, whose claim with respect to aid to a dependent child is denied,
an opportunity for a fair hearing before such State agency; (5) provide
such methods of administration (other than those relating to selection,
tenure of office, and compensation of personnel) as are found by the
Board to be necessary for the efficient operation of the plan; and (6)
provide that the State agency will make such reports, in such form and
containing such information, as the Board may from time to time require,
and comply with such provisions as the Board may from time to time find
necessary to assure the correctness and verification of such reports.

(13). The Board shall approve any plan which fulfills the conditions
specified in subsection (a), except that it shall not approve any plan which
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imposes as a condition of eligibility for aid to dependent children, a resi-

dence requirement which denies aid with respect to any child residing in

the State (1) who has resided in the State for one year immediately preced-

ing the application for such aid, or (2) who was born within the State

within one year immediately preceding the application, if its mother has

resided in the State for one year immediately preceding the birth.
Payment to States

See. 403. (a) From the sums appropriated therefor, the Secretary of the
Treasury shall pay to each State which has an approved plan for aid to
dependent children, for each quarter, beginning with the quarter com-
mencing July 1, 1935, an amount, which shall be used exclusively for
carrying out the State plan, equal to one-third of the total of the sums
expended during such quarter under such plan, not counting so much of
such expenditure with respect to any dependent child for any month as
exceeds $18, or if there is more than one dependent child in the same
home, as exceeds $18 for any month with respect to .one such dependent
child and $12 for such month with respect to each of the other dependent
children.

(b) The method of computing and paying such amounts shall be as
follows:

(1) The Board shall, prior to the beginning of each quarter, estimate
the amount to be paid to the State for such quarter under the provisions
of subsection (a), such estimate to be based on (A) a report filed by the
State containing its estimate of the total sum to be expended in such
quarter in accordance with the provisions of such subsection and stating
the amount appropriated or made available by the State and its political
subdivisions for such expenditures in such quarter, and if such amount is
less than two-thirds of the total sum of such estimated expenditures, the
source or sources from which the difference is expected to be derived,
(B) records showing the number of dependent children in the State, and
(C) such other investigation as the Board may find necessary.

(2) The Board shall then certify to the Secretary of the Treasury the
amount so estimated by the Board, reduced or increased, as the case may
be, by any sum by which it finds that its estimate for any prior quarter
“was greater or less than the amount -which should have been paid to the
State for such quarter, except to the extent that such sum has been applied
to make the amount certified for any prior quarter greater or less than
the amount estimated by the Board for such prior quarter.

(3) The Secretary of the Treasury shall thereupon, through the Divigion
of Disbursement of the Treasury Department and prior to audit or settle-
ment by the General Accounting Office, pay to the State, at the time or
times fixed by the Board, the amount so certified.

Operation of State Plans

Sec. 404. In the case of any State plan for aid to dependent children
which has been approved by the Board, if the Board, after reasonable notice
and opportunity for hearing to the State agency administering or super-
vising the administration of such plan, finds—

(1) that the plan has been go changed as to impose any residence require-
ment prohibited by section 402 (b), or that in the administration of the
plan any such prohibited requirement is imposed, with the knowledge of
such State agency, in a substantial number of cases; or

(2) that in the administration of the plan there is a failure to comply
substantially with any provision required by section 402 (a) to be
included in the plan;
the Board shall notify such State agency that further payments will not
be made to the State until the Board is satisfied that such prohibited require-
ment is no longer so imposed, and that there is no longer any such failure
to comply. Until it is so satisfied it shall make no further certification
to the Secretary of the Treasury with respect to such State.

Administration

Sec. 405. There is hereby authorized to be appropriated for the fiscal
year ending June 30, 1936, the sum of $250,000 for all necessary expenses
of the Board in administering the provisions of this title.

Definitions

Sec. 406. When used in this title—

(a) The term “dependent child” means a child under the age of sixteen
who has been deprived of parental support or care by reason of the death,
continued absence from the home, or physical or mental incapacity of a
parent, and who is living with his father, mother, grandfather, grand-
mother, brother, sister, stepfather, stepmother, stepbrother, stepsister, uncle,
or aunt, in a place of residence maintained by one or more of such relatives
as his or their own home ;

(b) The term “aid to dependent children” means money payments with
respect to a dependent child or dependent children.

TlTLE]V—GRANTS]TO]STATES FOR MATERNAL AND CHILD
WELFARE
PART 1—MATERNAL AND CHILD HEALTH SERVICES
Appropriation

Section 501. For the purpose of enabling each State to extend and
improve, a8 far as practicable under the conditions in such State, scrvices
for promoting the health of mothers and children, especially in rural
areas and in areas suffering from severe econcenic distress, there is hereby
authorized to be appropriated for each fiscal year, beginning with the
fiscal year ending June 30, 1936, the sum of §$3,800,000. The sums made
available under this section shall be used for making payments to States
which have submitted, and had approved by the Chief of the Children's
Bureau, State plans for such services.

Allotments to States

See. 502. (a) Out of the sums appropriated pursuant to section 501 for
each fiscal year the Secretary of Labor shall allot to each State $20,000,
and euch part of $1,800,000 as he finds that the number of live births in
such State bore to the total number of live births in the United States, in
the latest calendar year for which the Bureau of the Census has available
statistics.

(b) Out of the sums appropriated pursuant to section 501 for each fiscal
year the Secretary of Labor shall allot to the States $980,000 (in addition
tn the allotments made under subsection (a)), according to the financial
need of each State for assistance in carrying out its State plan, as
determined by him after taking into consideration the number of live
births in such State.

(¢) The amount of any allotment to a State under subsection (a) for
any fiscal year remaining unpaid to such State at the end of such fiscal
year shall be available for payment to such State under section 504 until
the end of the second succeeding fiscal year. No payment to a State under
section 504 shall be made cut of its allotment for any fiscal year until
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its allotment for the preceding fiscal year has been exhausted or has ceased
to be available.
Approval of State Plans

Sec. 503. (a) A State plan for maternal and child-health services must
(1) provide for financial participation by the State; (2) provide for the
administration of the plan by the State health agency or the supervision
of the administration of the plan by the State heaith agency; (3) provide
such methods of administration (other than those relating to selection,
tenure of office, and compensation of personnel) as are necessary for the
efficient operation of the plan; (4) provide that the State health agency
will make such reports, in such form and containing such information, as
the Secretary of Labor may from time to time require, and comply with
such provisions as he may from time to time find necessary to assure the
correctness and verification of such reports; (5) provide for the extension
and improvement of local maternal and child-health services administered
by local child-health unmits; (6) provide for co-operation with medical,
nursing, and welfare groups and organizations; and (7) provide for the
development of demonstration services in needy areas and among groups in
special need.

(b) The Chief of the Children’s Bureau shall approve any plan which
fulfills the conditions specified in subsection (a) and shall thereupon notify
the Sceretary of Labor and the State health agency of his approval.

Payment to States

Sec. 504. (a) From the sums appropriated therefor and the allotments
available under section 502 (a), the Secretary of the Treasury shall pay
to each State which has an approved plan for maternal and child-health
services, for each quarter, beginning with the quarter commencing July 1,
1935, an amcunt, which shall be used exclusively for carrying out the
State plan, equal to one-half of the total sum expended during such quarter
for carrying out such plan.

(b) The method of computing and paying such amounts shall be as
follows :

(1) The Secretary of Labor shall, prior to the beginning of each quarter,
estimate the amount to be paid to the State for such quarter under the
provisions of subsection (a), such estimate to be based on (A) a report
filed by the State containing its estimate of the total sum to be expended
in such quarter in accordance with the provisions of such subsection and
stating the amount appropriated or made available by the State and its
political subdivisions for such expenditures in such quarter, and if such
amount is less than one-half of the total sum of such estimated expenditures,
the source or sources from which the difference is expected to be derived,
and (B) such investigation as he may find necessary. y

(2) The Secretary of Labor shall then certify the amount so estimated
by him to the Secretary of the Treasury, reduced or increased, as the case
may be, by any sum by which the Secretary of Labor finds that his esti-
mate for any prior quarter was greater or less than the amount which
should have been paid to the State for such quarter, except to the extent
that such sum has been applied to make the amount certified for any prior
quarter greater or less than the amount estimated by the Secretary of Labor
for such prior quarter. .

(3) The Secretary of the Treasury shall thereupon, through the Division
of Disbursement of the Treasury Department and prior to audit or settle-
ment by the General Accounting Office, pay to the State, at the time or
times fixed by the Secretary of Labor, the amount so certified.

(c) The Secretary of Labor shall from time to time certify to the
Secretary of the Treasury the amounts to be paid to the States from the
allotments available under section 502 (b), and the Secretary of the
Treasury shall, through the Division of Disbursement of the Treasury Depart-
ment and prior to audit or settlement by the General Accounting Office,
make payments of such amounts from such allotments at the time or times
specified by the Secretary of Labor.

Operation of State Plans

See. 505. In the case of any State plan for maternal and child-health
services which has been approved by the Chief of the Children’s Bureau, if
the Secretary of Labor, after reasonable notice and opportunity for hearing
to the State agency administering or supervising the administration of such
plan, finds that in the administration of the plan there is a failure to comply
substantially with any provision required by section 503 to be included in
the plan, he shall notify such State agency that further payments will not
be made to the State until he is satisfied that there is no longer any such
failure to comply. Until he is so satisfied he shall make no further certifica-
tion to the Secretary of the Treasury with respect to such State.

PART 2—SERVICES FOR CRIPPLED CHILDREN
Appropriation

Sec. 511. For the purpose of enabling each State to extend and improve
(especially in rural areas and in areas suffering from severe economic dis-
tress), as far as practicable under the conditions in such State, services
for lccating crippled children, and for providing medical, surgicnl, cor-
rective, and other services and care, and facilities for diagnosis, hospitaliza-
tion, and aftercare, for children who are crippled or who are sliflcring from
conditions which lead to crippling, there is hereby authorized to be appro-
priated for each fiscal year, beginning with the fiscal year ending June 30,
1936, the sum of $2,850,000. The sums made available under this section
shall be used for making payments to States which have submitted, and had
approved by the Chief of the Children’s Bureau, State plnns'{or such

_ services.

Allotments to States

Sec. 512. (a) Out of the sums appropriated pursuant to section 511
for each fiscal year the Secretary of Labor shall allot to each State $20,000,
and the remainder to the States according to the need of each State as deter-
mined by him after taking into consideration the number of erippled
children in such State in need of the services referred to in section 511
and the cost of furnishing such services to them.

(b) The amount of any allotment to a State under subsection (a) for
any fiscal year remaining unpaid to such State at the end of such fiscal
year shall be available for payment to such State under section 514 until
the end of the sccond succeeding fiscal year. No payment to a State
under section 514 shall be made out of its allotment for any fiscal year
until its allotment for the preceding fiscal year has been exhausted or has
ceased to be available.

Approval of State Plans

Sec. 513. (a) A State plan for services for crippled children must (1)
provide for financial participation by the State; (2) provide for the
administration of the plan by a State agency or the supervision of the
administration of the plan by a State azency; (3) provide such methods
of administration (other than those relating to selection, tenure of office,
and compensation of personnel) as are necessary for the efficient operation
of the plan; (4) provide that the State agency will make such reports, in
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such form and containing such information, as the Secretary of Labor may
from time to time require, and comply with such provisions as he may from
time to time find necessary to assure the correciness and verification of
such reports; (56) provide for carrying out the purposes specified in
section 511; and (6) provide for co-operation with medical, health, nursing,
and welfare groups and organizations and with any agency in such State
charged with administering State laws providing for vocational rehabilitation
of physically handicapped children.

(b) The Chief of the Children’s Bureau shall approve any plan which
fulfills the conditions specified in subsection (a) and shall thereupon notify
the Sceretary of Labor and the State agency of his approval.

Payment to States

Sec. 514. (a) From the sums appropriated therefor and the allotments
available under section 512, the Secretary of the Treasury shall pay to
each State which has an approved plan for services for crippled children,
for each quarter, beginning with the quarter commencing July 1, 1935, an
amount, which shall be used exclusively for carrying out the State plan,
equal to one-half of the total sum expended during such quarter for carrying
out such plan.

(b) The method of computing and paying such amounts shall be as
follows :

(1) The Secretary of Labor shall, prior to the beginning of each quarter,
estimate the amount to be paid to the State for such quarter under the
provisions of subsection (a), such estimate to be based on (A) a report
filed by the State containing its estimate of the total sum to be expended
in such quarter in accordance with the provisions of such subsection and
stating the amount appropriated or made available by the State and its
political subdivisions for such expenditures in such quarter, and if such
amount is less than one-half of the total sum of such estimated expenditures,
the source or sources from which the difference is expected to be derived,
and (B) such investigation as he may find necessary.

(2) The Secretary of Labor shall then certify the amount so estimated
by him to the Secretary of the Treasury, reduced or increased, as the case
may be, by any sum by which the Secretary of Labor finds that his esti-
mate for any prior quarter was greater or less than the amount which
should have been paid to the State for such quarter, except to the extent
that such' sum has been applied to make the amount certified for any
prior quarter greater or less than the amount estimated by the Secretary of
Labor for such prior quarter.

(3) The Secretary of the Treasury shall thereupon, through the Division
of Disbursement of the Treasury Department and prior to audit or settle-
ment by the General Accounting Office, pay to the State, at the time or
times fixed by the Secretary of Labor, the amount so certified.

Operation of State Plans

Sec. 515. - In the case of any State plan for services for crippled children
which has been approved by the Chief of the Children’s Bureau; if the
Secretary of Labor, after reasonable notice and opportunity for hearing to
the State agency administering or supervising the administration of such
plan, finds that in the administration of the plan there is a failure to
comply substantially with any provision required by section 513 to be
included in the plan, he ehall notify such State agency that further pay-
ments will not be made to the State until he is satisfied that there is no
longer any such failure to comply. Until he is so satisfied he shall make
no further certification to the Secretary of the Treasury with. respect to
such State. :

PART 8—CHILD-WELFARE SERVICES

Sec. 521. (a) For the purpose of enabling the United States, through
the Children’s Bureau, to co-operate with State public-welfare agencies in
establishing, extending, and strengthening, especially in predominantly
rural areas, public-welfare services (hereinafter in this section referred to as
“child-welfare services”) for the protection and care of homeless, dependent,
and neglected children, and children in danger of becoming delinquent,
there is hereby authorized to be appropriated for each fiscal year, beginning
with the fiscal year ending June 30, 1936, the sum of $1,500,000. Such
amount shall be allotted by the Secretary of Labor for use by co-operating
State public-welfare agencies on the basis of plans developed jointly by the
State agency and the Children’s Bureau, to each State, $10,000, and the
remainder to each State on the basis of such plans, not to exceed such part
of the remainder as the rural population of such State bears to the total
rural population of the United States. The amount so allotted shall be
expended for payment of part of the cost of district, county or other local
child-welfare services in areas predominantly rural, and for developing
State services for the encouragement and assistance of adequate methods
of community child-welfare organization in areas predominantly rural and
other arens of special need. The amount of any allotment to a State under
this section for any fiscal year remaining unpaid to such State at the end
of such fiscal year shall be available for payment to such State under this
section until the end of the second succeeding fiscal year. No payment to a
State under this section ghall be made out of its allotment for any fiscal
year until its allotment for the preceding fiscal year has been exhausted or
has ceased to be available,

(b) From the sums appropriated therefor and the allotments available
under subsection (a) the Secretary of Labor shall fiom time to time certify
to the Secretary of the Treasury the amounts to be paid to the States, and
the Secretary of the Treasury shall, through the Division of Disbursement of
the Treasury Department and prior to audit or settlement by the General
Accounting Office, make payments of such amounts from such allotments
at the time or times specified by the Secretary of Labor.

PART 4—VOCATIONAL REHABILITATION

Sec. 531.  (a) In order to enable the United States to co-operate with
the States and Hawaii in extending and strengthening their programs of
vocational rehabilitation of the physically disabled, and to continue to carry
out the provisions and purposes of the Act entitled “An Act to provide
for the promotion of vocational rehabilitation of persons disabled in industry
or otherwise and their return to civil employment’’, approved June 2, 1920,
as amended (U, 8. C,, title 29, ch. 4; U. S. C., Supp. BII, title 29, secs. 31,
32, 34, 85, 87, 39, and 40), there is hereby authorized to be appropriated
for the fiscal years ending June 30, 1936, and June 30, 1937, the sum of
$841,000 for each such fiscal year in addition to the amount of the existing
authorization, and for each fiscal year thereafter the sum of $1,938,000. Of
the sums appropriated pursuant to such authorization for each fiscal year,
§$5,000 shall be apportioned to the Territory of Hawaii and the remainder
shall be apportioned among the several States in the manner provided in
such Act of June 2, 1920, as amended.

(b) For the administration of such Act of June 2, 1920, as amended,
by the Federal agency authorized to administer it, there is hereby author-
ized to be appropriated for the fiscal years ending June 80. 1936. and
June 30, 1937, the sum of $22,000 for each such fiscal year in addition
to the amount of the existing authorization, and for each fiscal year ther
after the sum of $102,000.
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PART 5—ADMINISTRATION

Sec. 541. (a) There is hereby authorized to be appropriated for the
fiscal year ending June 30, 1936, the sum of $425,000, for all necessary
expenses of the Children’s Bureau in administering the provisions of this
title, except section 531.

(b) The Children’s Bureau shall make such studies and investigations as
will - promote the efficient administration of this title, except section 531.

(c) The Secretary of Labor shall include in his annual report to Congress
a full account of the administration of this title, except section 531.

TITLE VI—PUBLIC HEALTH WORK
Appropriation

Section 601. For the purpose of assisting States, counties, health districts,
and other political subdivisions of the States in establishing and maintain-
ing adequate public-health services, including the training of personnel for
State and local health work, there is hereby authorized to be appropriated
for each fiscal year, beginning with the fiscal year ending June 30, 1836,
the sum of $8,000,000 to be used as hereinafter provided.

State and Local Public Health Services

See. 602. (a) The Surgeon General of the Public Health Service, with
the approval of the Secretary of the Treasury, shall, at the beginning of
each fiscal year, allot to the States the total of (1) the amount appropriated
for such year pursuant to section 601; and (2) the amounts of the allot-
ments under this section for the preceding fiscal year remaining unpaid to
the States at the end of such fiscal year. The amounts of such allotments
shall be determined on the basis of (1) the population; (2) the special
health problems; and (3) the financial needs; of the respective States.
Upon making such allotments the Surgeon General of the Public Health
Service shall certify the amounts thereof to the Secretary of the Treasury.

(b) The amount of an allotment to any State under subsection (a) for
any fiscal year, remaining unpaid at the end of such fiseal year, shall
be available for allotment to States under subsection (a) for the succeeding
fiscal year, in addition to the amount appropriated for such year.

(c) Prior to the beginning of each quarter of the fiscal year, the
Surgeon General of the Public Health Service shall, with the approval of
the Secretary of the Treasury, determine in accordance with rules and
regulations previously prescribed by such Surgeon General after consultation
with a conference of the State and Territorial health authorities, the amount
to be paid to each State for such quarter from the allotment to such
State, and shall certify the amount so determined to the Secretary of the
Treasury. Upon receipt of such certification, the Secretary of the Treasury
shall, through the Division of Disbursement of the Treasury Department
and prior to audit or settlement by the General Accounting Office, pay in
accordance with such certification.

(d) The moneys so paid to any State shall be expended solely in carry-
ing out the purposes specified in section 601, and in accordance with plans
presented by the health authority of such State and approved by the
Surgeon General of the Public Health Service.

Investigations

Sec. 603. (a) There is hereby authorized to be appropriated for each
fiscal year, beginning with the fiscal year ending June 30, 1936, the sum of
$2,000,000 for expenditure by the Public Health Service for investigation
of disease and problems of sanitation (including the printing and binding
of the findings of such investigations), and for the pay and allowances and
traveling expenses of personnel of the Public Health Service, including
commissioned officers, engaged in such investigations or detailed to co-operate
with the health authorities of any State in carrying out the purposes specified
in section 601: Provided, That no personnel of the Public Health Service
skall be detailed to co-operate with the health authorities of any State
except at the request of the proper authorities of such State.

(b) The personnel of the Public Health Service paid from any appropria-
tion not made pursuant to subsection (a) may be detailed to assist in
carrying out the purposes of this title. The appropriation from which they
are paid shall be reimbursed from the appropriation made pursuant to
subsection (a) to the extent of their salaries and allowances for services
performed while so detailed.

(c) The Secretary of the Treasury shall include in his annual report to
Congress a full account of the administration of this title.

TITLE VII—SOCIAL SECURITY BOARD
Establishment

Section 701. There is hereby established a Social Security Board (in.
this Act referred to as the “Board”) to be composed of three members to
be appointed by the President, by and with the advice and consent of the
Senate. During his term of membership on the Board, no member shall
engage in any other business, vocation, or employment. Not more than
two of the members of the Board shall be members of the same political
party. Each member shall receive a salary at the rate of $10,000 a year
and shall hold office for a term of six years, except that (1) any member
appointed to fill a vacancy occurring prior to the expiration of the term for
which his predecessor was appointed, shall be appointed for the remainder
of such term; and (2) the terms of office of the members first taking office
after the date of the enactment of this Act shall expire, as designated by
the President at the time of appointment, one at the end of two years,
one at the end of four years, and one at the end of six years, after the
date of the enactment of this Act. The President shall designate one of
the members as the chairman of the Board.

Duties of Social Security Board

Sec. 702. The Board shall perform the duties imposed upon it by this
Act and shall also have the duty of studying and making recommendations
as to the most effective methods of providing economic security through
social insurance, and as to legislation and matters of administrative policy
concerning old-age pensions, unemployment compensation, accident com-
pensation, and related subjects.

Ezpenses of the Board

Sec, 703, The Board is authorized to appoint and fix the compensation
of such officers and employees, and to make such expenditures, as may be
necessary for carrying out its functions under this Act. Appointments of
attorneys and experts may be made without regard to the civil-service laws.

Reports

Sec. 704. The Board shall make a full report to Congress, at the
beginning of each regular session, of the administration of the functions
with which it is charged.

TITLE VIII—TAXES WITH RESPECT TO EMPLOYMENT
Income Taz on Employees

Section 801. In addition to other taxes, there shall be levied, collected,

and paid upon the income of every individual a tax equal to the following




1168

percentages of the wages (as defined in section 811) received by him after
December 31, 1936, with respect to employment (as defined in sction 811)
after such date:

(1) With respect to employment during the calendar years 1937, 1938,
and 1939, the rate shall be 1 per centum.

(2) With respect to employment during the calendar years 1940, 1941,
and 1942, the rate shall be 1% per centum.

(3) With respect to employment during the calendar years 1943, 1944,
and 1945, the rate shall be 2 per centum,

(4) With respect to employment during the calendar years 1946, 1947,
and 1948, the rate shall be 234 per centum.

(5) With respect to employment affer December 31, 1948, the rate shall
be 3 per centum.

Deduction of Taz from Wages

Sec. 802. (a) The tax imposed by section 801 shall be collected by the
employer of the taxpayer, by deducting the amount of the tax from the
wages as and when paid. Every employer required so to deduct the tax
is hereby made liable for the payment of such tax, and is hereby indemni-
fied against the claims and demands of any person for the amount of any
such payment made by such employer.

(b) If more or less than the correct amount of tax imposed by section 801
is paid with respect to any wage payment, then, under regulations made
under this title, proper adjustments, with respect both to the tax and the
amount to be deducted, shall be made, without interest, in connection
with subsequent wage payments to the same individual by the same
employer.

Deauctibility from Income Taz

Sec. 803. For the purposes of the income tax imposed by Title I of the
Revenue Act of 1934 or by any Act of Congress in substitution therefor,
the tax imposed by section 801 shall not be allowed as a deduction to the
taxpayer in computing his net income for the year in which such tax is
deducted from his wages.

Ezcise Taz on Employers

Sec. 804, In addition to other taxes, every employer shall pay an excise
tax, with respect to having individuals in his employ, equal to the following
percentages of the wages (as defined in section 811) paid by him after
December 31, 1936, with respect to employment (as defined in section 811)
after such date:

(1) With respect to employment during the calendar years 1937, 1938,
and 1939, the rate shall be 1 per centum.

(2) With respect to employment during the calendar years 1940, 1941,
and 1942, the rate shall be 1% per centum.

(3) With respect to employment during the calendar years 1943, 1044,
and 1945, the rate shall be 2 per centum.

(4) With respect to employment during the calendar years 1946, 1947,
and 1948, the rate shall be 23 per centum.

(5) With respect to employment after December 31, 1948, the rate shall
be 8 per centum.

Adjustment of Employers’ Taz

Sec. 805. If more or less than the correct amount of tax imposed by
section 804 is paid with respect to any wage payment, then, under regula-
tions made under this title, proper adjustments with respect to the tax shall
be made, without interest, in connection with subsequent wage payments
to the same individual by the same employer.

Refunds and Deficiencies

See. 806. If more or less than the correct amount of tax imposed by
section 801 or 804 is paid or deducted with respect to any wage payment
and the overpayment or underpayment of tax cannot be adjusted under
section 802 (b) or 805 the amount of the overpayment shall be refunded
and the amount of the underpayment shall be collected in such manner and
at such times (subject to the statutes of limitations properly applicable
thereto) as may be prescribed by regulations made under this title.

CQollection and Payment of Taxes

Sec. 807. (a) The taxes imposed by this title shall be collected by the
Bureau of Internal Revenue under the direction of the Secretary of the
Treasury and shall be paid into the Treasury of the United States as
internal-revenue collections. If the tax is not paid when due, there shall
be added as part of the tax interest (except in the case of adjustments
made in accordance with the provisions of sections 802 (b) and 805) at
the rate of one-half of 1 per centum per month from the date the tax
became due until paid.

(b) Such taxes shall be collected and paid in such manner, at such
times, and under such conditions, not inconsistent with this title (either
by making and filing returns, or by stamps, coupons, tickets, books, or
other reasonable devices or methods necessary or helpful in securing a
complete and proper collection and payment of the tax or in securing
proper identification of the taxpayer), as may be preseribed by the Com-
missioner of Internal Revenue, with the approval of the Secretary of the

Teasury.

(c) All provisions of law, including penalties, applicable with respect
to any tax imposed by section 600 or section 800 of the Revenue Act of
1926, and the provisiohs of section 607 of the Revenue Act of 1934, shall,
insofar as applicable and not inconsistent with the provisions of this title,
be applicable with respect to the taxes imposed by this title.

(d) In the payment of any tax under this title a fractional part of a
cent shall be disregarded unless it amounts to one-half cent or more, in
which case it shall be increased to 1 cent.

Rules and Regulations

Sec. 808. The Commissioner of Internal Revenue, with the approval
of the Secretary of the Treasury, shall make and publish rules and regula-
tions for the enforcement of this title.

Sale of Stamps by Postmasters

See. 809, The Commissioner of Internal Revenue ghall furnish to the
Postmaster General without prepayment a suitable quantity of stamps,
coupons, tickets, books, or other devices prescribed by the Commissioner
under section 807 for the collection or payment of any tax imposed by
this title, to be distributed to, and kept on sale by, all post offices of
the first and second classes, and such post offices of the third and fourth
classes as (1) are located in county seats, or (2) are certified by the
Secretary of the Treasury to the Postmaster General as necessary to the
proper administration of this title. The Postmaster General may require
each such postmaster to furnish bond in such increased amount as he may
from time to time determine, and each such postmaster shall deposit the
receipts from the sale of such stamps, coupons, tickets, books, or other
devices, to the credit of, and render accounts to, the Postmaster General at
such times and in such form as the Postmaster General may by regulations
prescribe. The Postmaster General shall at least once a month transfer to
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the Treasury as internal-revenue collections all receipts so deposited together
with a statement of the additional expenditures in the District of Columbia
and elsewhere incurred by the Post Office Department in performing the
duties imposed upon said Department by this Act, and the Secretary of the
Treasury is hereby authorized and directed to advance from time to time
to the credit of the Post Office Department from appropriations made for
the collection of the taxes imposed by this title, such sums as may be
required for such additional expenditures incurred by the Post Oifice
Department.
Penalties

Sec. 810. (a) Whoever buys, sells, offers for sale, uses, transfers, takes
or gives in exchange, or pledges or gives in pledge, except as authorized
in this title or in regulations made pursuant thereto, any stamp, coupon,
ticket, book, or other device, prescribed by the Commissioner of Internal
Revenue under section 807 for the collection or payment of any tax
imposed by this title, shall be-fined not more than $1,000 or imprisoned
for not more than six months, or both.

(b) Whoever, with intent to defraud, alters, forges, makes, or counterfeits
any stamp, coupon, ticket, book, or other device prescribed by the Com-
missioner of Internal Revenue under section 807 for the collection or
payment of any tax imposed by this title, or uses, sells, lends, or has
in his possession any such altered, forged, or counterfeited stamp, coupon,
ticket, book, or other device, or makes, uses, sells, or has in his possession
any material in imitation of the material used in the manufacture of such
stamp, coupon, ticket, book, or other device, shall be fined not more
than $5,000 or imprisoned not more than five years, or both.

Definitions

Sec. 811, When used in this title—

(a) The term ‘“‘wages” means all remuneration for employment includ-
ing the cash value of all remuneration paid in any medium other than
cash; except that such term shall not include that part of the remunera-
tion which, after remuneration equal to $3,000 has been paid to an
individual by an employer with respect to employment during any calendar
year, is paid to such individual by such employer with respect to employ-
ment during such calendar year.

(b) The term ‘‘employment’” means any service, of whatever nature,
performed within the United States by an employee for his employer,
except—

(1) Agricultural labor;

(2) Domestic service in a private home ;

(3) Casual labor not in the course of the empleyer’s trade or business;

(4) Service performed by an individual who has attained the age of
sixty-five ;

(5) Service performed as an officer or member of the crew of a vessel
documented under the laws of the United States or of any foreign country;

(6) Service performed in the employ of the United States Government
or of an instrumentality of the United States;

(7) Service performed in the employ of a State, a political subdivision
thereof, or an instrumentality of one or more States or political sub-
divisions ;

(8) Service performed in the employ of a corporation, community chest,
fund, or foundation, organized and operated exclusively for religious, char-
jtable, scientific, literary, or educational purposes, or for the prevention
of cruelty to children or animals, no part of the net earnings of which
inures to the benefit of any private shareholder or individual.

TITLE IX—TAX ON EMPLOYERS OF EIGHT OR MORE
Imposition of Tax

Section 901. On and after January 1, 1936, every employer (as defined
in section 907) shall pay for each calendar year an excise tax, with respect
to having individuals in his employ, equal to the following percentages of
the total wages (as defined in scction 907) payable by him (regardless of
the time of payment) with respect to employment (as defined in section
907) during such calendar year:

(1) With respect to employment during the calendar year 1936 the rate
shall be 1 per centum;

(2) With respject to employment during the calendar year 1937 the rate
shall be 2 per centum;

(3) With respect to employment after December 81, 1937, the rate shall
be 3 per centum.

Credit Against Tax

Sec. 902. The taxpayer may credit against the tax imposed by
section 901 the amount of contributions, with respect to employment during
the taxable year, paid by him (before the date of filing his return for
the taxable year) into an unemployment fund under a State law. The
total credit allowed to a taxpayer under this section for all contributions
paid into unemployment funds with respect to employment during such
taxable year shall not exceed 90 per centum of the tax against which it is
credited, and credit shall be allowed only for contributions made under
the laws of States certified for the taxable year as provided in section 903.

Certification of State Laws

See. 903. (a) The Social Security Board shall approve any State law
submitted to it, within thirty days of such submission, which it finds
provides that— .

(1) All compensation is to be paid through public employment offices
in the State or such other agencies as the Board may approve;

(2) No compensation shall be payable with respect to any day of
unemployment occurring within two years after the first day of the first
period with respect to which contributions are required ;

(3) Al money received in the unemployment fund shall immediately
upon such receipt be paid over to the Secretary of the Treasury to the
credit of the Unemployment Trust Fund established by section 904;

(4) All money withdrawn from the Unemployment Trust Fund by the
State agency shall be used solely in the payment of compensation, exclusive
of expenses of administration ;

(5) Compensation shall not be denied in such State to any otherwise
cligible individual for refusing to aécept new work under any of the fol-
fowing conditions: (A) If the position offered is vacant due directly to
a strike, lockout, or other labor dispute; (B) if the wages, hours, or
other conditions of the work offered are substantially less favorable to the
individual than those prevailing for similar work in the locality; (C) if as
a condition of being employed the individual would be required to join a
company union or to resign from or refrain from joining any bona fide
labor organization ;

(6) All the rights, privileges, or immunities conferred by such law or
by acts done pursuant thereto shall exist subject to the power of the
legislature to amend or repeal such law at any time.

The Board shall, upon approving such law, notify the Governor of the State
of its approval.
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(b) On December 31 in each taxable year the Board shall certify to the
Secretary of the Treasury each State whose law it has previously approved,
except that it shall not certify any State which, after reasonable notice
and opportunity for hearing to the State agency, the Board finds has changed
its law so that it no longer contains the provisions specified in subsection (a)
or has with respect to such taxable year failed to comply substantially
with any such provision.

(c) If, at any time during the taxable year, the Board has reason to
believe that a State whose law it has previously approved, may not be
certified under subsection (b), it shall promptly so notify the Governor of
such State.

Unemployment Trust Fund

Sec. 904. (a) There is hereby established in the Treasury of the United
States a trust fund to be known as the ‘“Unemployment Trust Fund”, herein-
after in this title called the ‘“Fund”. The Secretary of the Treasury is
authorized and directed to receive and hold in the Fund all moneys
deposited therein by a State agency from a State unemployment fund. Such
deposit may be made directly with the Secretary of the Treasury or with
any Federal Reserve bank or member bank of the Federal Reserve System
designated by him for such purpose.

(b) It shall be the duty of the Secretary of the Treasury to invest
such portion of the Fund as is not, in his judgment, required to meet
current withdrawals. Such investment may be made only in interest
bearing obligations of the United States or in obligations guaranteed as
to both principal and interest by the United States. For such purpose
such obligations may be acquired (1) on original issue at par, or (2) by
purchase of outstanding obligations at the market price. The purposes
for which obligations of the United States may be issued under the Second
Liberty Bond Act, as amended, are hereby extended to authorize the
issuance at par of special obligations exclusively to the Fund. Such
special obligations shall bear interest at a rate equal to the average rate of
interest, computed as of the end of the calendar month next preceding the
date of such issue, borne by all interest-bearing obligations of the United
States then forming part of the public debt; except that where such
average rate is not a multiple of one-eighth of 1 per centum, the rate of
interest of such special obligations shall be the multiple of one-eighth of
1 per centum next lower than such average rate. Obligations other than
such special obligations may be required for the Fund only on such terms
as to provide an investment yield not less than the yield which would be
required in the case of special obligations if issued to the Fund upon the
date of such acquisition.

(c) Any obligations acquired by the Fund (except special obligations
issued exclusively to the Fund) may be sold at the market price, and
such special obligations may be redeemed at par plus accrued interest.

(d) The interest on, and the proceeds from the sale or redemption of, any
obligations held in the Fund shall be credited to and form a part of the
Fund. .

(e) The Fund shall be invested as a single fund, but the Secretary of
the Treasury shall maintain a separate book account for each State agency
and shall credit quarterly on March 31, June 30, September 30, and
December 31, of each year, to each account, on the basis of the average
daily balance of such account, a proportionate part of the earnings of the
Fund for the quarter ending on such date.

() The Secretary of the Treasury is authorized and directed to pay out
of the Fund to any State agency such amount as it may duly requisition,
not exceeding the amount standing to the account of such State agency
at the time of such payment.

Administration, Refunds, and Penalties

Sec. 905. (a) The tax imposed by this title shall be collected by the
Bureau of Internal Revenue under the direction of the Secretary of the
Treasury and shall be paid into the Treasury of the United States as internal-
revenue collections. If the tax is not paid when due, there shall be added
as part of the tax interest at the rate of one-half of 1 per centum per month
from the date the tax became due until paid.

(b) Not later than January 81, next following the close of the taxable
year, each employer shall make a return of the tax under this title for
such taxable year. Each such return shall be made under oath, shall be
filed with the collector of internal revenue for the district in which is
located the principal place of business of the employer, or, if he has no
principal place of business in the United States, then with the collector at
Baltimore, Maryland, and shall contain such information and be made in
such manner as the Commissioner of Internal Revenue, with the approval
of the Secretary of the Treasury, may by regulations prescribe. All pro-
visions of law (including penalties) applicable in respect of the taxes
imposed by section 600 of the Revenue Act of 1926, shall, in so far as not
inconsistent with this title, be applicable in respect of the tax imposed by
this title. The Commissioner may extend the time for filing the return
of the tax imposed by this title, under such rules and regulations as he
may prescribe with the approval of the Secretary of the Treasury, but no
such extension shall be for more than sixty days.

(c) Returns filed under this title shall be open to inspection in the
same manner, to the same extent, and subject to the same provisions of law,
including penalties, as returns made under Title II of the Revenue Act
of 1926.

(d) The taxpayer may elect to pay the tax in four equal installments
instead of in a single payment, in which case the first installment shall be
paid not later than the last day prescribed for the filing of returns, the
second installment shall be paid on or before the last day of the third
month, the third installment on or before the last day of the sixth month,
and the fourth installment on or before the last day of the ninth month,
after such last day. If the tax or any installment thereof is not paid
on or before the last day of the period fixed for its payment, the whole
amount of the tax unpaid shall be paid upon notice and demand from the
collector.

(e) At the request of the taxpayer the time for payment of the tax or
any installment thereof may be extended under regulations prescribed by
the Commissioner with the approval of the Secretary of the Treasury, for a
period not to exceed six months from the last day of the period prescribed
for the payment of the tax or any installment thereof. The amount of the
tax in respect of which any extension is granted shall be paid (with
interest at the rate of one-half of 1 per centum per month) on or before
the date of the expiration of the period of the extension.

(f) In the payment of any tax under this title a fractional part of a cent
shall be disregarded unless it amounts to one-half cent or more, in which
case it shall be increased to 1 cent.

)
Interstate Commerce

No person required under a State law to make payments to
an unemployment fund shall be relieved from compliance therewith on
the ground that he is engaged in interstate commerce, or that the State

Sec. 906.
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law does not distinguish between employees engaged in interstate commerce
and those engaged in intrastate commerce.
Definitions

See. 907, When used in this title—

(a) The term “employer” does not include any person unless on each
of some twenty days during the taxable year, each day being in a different
calendar week, the total number of individuals who were in his employ
for some portion of the day (whether or not at the same moment of time)
was eight or more.

(b) The term ‘“wages” means all remuneration for employment, including
the cash value of all remuneration paid in any medium other than cash.

(¢) The term “employment’’ means any service, of whatever nature,
performed within the United States by an employee for his employer,
except—

(1) Agricultural labor;

(2) Domestic service in a private home;

(8) Service performed as an officer or member of the crew of a vessel
on the navigable waters of the United States;

(4) Service performed by an individual in the employ of his son,
daughter, or spouse, and service performed by a child under the age of
twenty-one in the employ of his father or mother ;

(5) Service performed in the employ of the United States Government
or of an instrumentality of the United States;

(6) Service performed in the employ of a State, a political subdivision
thereof, or an instrumentality of one or more States or political sub-
divisions ;

(7) Service performed in the employ.of a corporation, community chest,
fund, or foundation, organized and operated exclusively for religious,
charitable, scientific, literary, or educational purposes, or for the pre-
vention of cruelty to children or animals, no part of the net earnings of
which inures to the benefit of any private shareholder or individual.

(d) The term “State agency” means any State officer, board, or other
authority, designed under a State law to administer the unemployment
fund in such State.

(e) The term ‘‘unemployment fund’”’ means a special fund, established
under a State lJaw and administered by a State agency, for the payment
of compensation.

(f) The term “‘contributions” means payments required by a State law
to be made by an employer into an unemployment fund, to the extent
that such payments are made by him without any part thereof being
deducted or deductible from the wages of individuals in his employ.

(g) The term ‘‘compensation’” means cash benefits payable to individuals
with respect to their unemployment. ’

) Rules and Regulations

Sec. 908. The Commissioner of Internal Revenue, with the approval
of the Secretary of the Treasury, shall make and publish rules and regula-
tions for the enforcement of this title, except sections 903, 904, and 910.

Allowance of Additional Credit

Sec. 909. (a) In addition to the credit allowed under section 902, &
taxpayer may, subject to the conditions imposed by section 910, credit
against the tax imposed by section 901 for any taxable year after the
taxable year 1937, an amount, with respest to each State law, equal to the
amount, if any, by which the contributions, with respect to unemployment
in such taxable year, actually paid by the taxpayer under such law before
the date of filing his return for such taxable year, is exceeded by whichever
of the following is the lesser—

(1) The amount of contributions which he would have been required to
pay under such Jaw for such taxable year if he had been subject to the
highest rate applicable from time to time throughout such year to any
employer under such law; or

(2) Two and seven-tenths per centum of the wages payable by him with
respect to employment with respect to which contributions for such year
were required under such law.

(b) If the amount of the contributions actually so paid by the taxpayer
is less than the amount which he should have paid under the State law,
the additional credit under subsection (a) shall be reduced proportionately.

(c) The total eredits allowed to a taxpayer under this title shall not exceed
90 per centum of the tax against which such credits are taken.

Conditions of Additional Credit Allowance

See. 910. (a) A taxpayer shall be allowed the additional eredit under
section 909, with respect to his contribution rate under a State law being
lower, for any taxable year, than that of another employer subject to such
law, only if the Board finds that under such law—

(1) Such lower rate, with respect to contributions to a pooled fund, is
permitted on the basis of not less than three years of compensation
experience ;

(2) Such lower rate, with respect to contributions to a guaranteed em-
ployment account, is permitted only when his guaranty of employment
was fulfilled in the preceding calendar year, and such guaranteed employ-
ment account amounts to not less than 7% per centum of the total wages
payable by him, in accordance with such guaranty, with respect to
employment in such State in the preceding calendar year ;

(3) Such lower rate, with respect to contributions to a separate reserve
account, is permitted only when (A) compensation has been payable from
such account throughout the preceding calendar year, and (B) such account
amounts to not less than five times the largest amount of compensation paid
from such account within any one of the three preceding calendar years,
and (C) such account amounts to not less than 7% per centum of the total
wages payable by him (plus the total wages payable by any other employers
who may be contributing to such account) with respect to employment
in such State in the preceding calendar year.

(b) Such additional credit shall be reduced, if any contributions under
such law are made by such taxpayer at a lower rate under conditions not
fulfilling the requirements of subsection (a), by the amount bearing the
same ratio to such additional credit as the amount of contributions made
at such lower rate bears to the total of his contributions paid for such
year under such law.

(c) As used in this section—

(1) The term “reserve account’” means a separate account in an unem-
ployment fund, with respect to anm employer or group of employers, from
which compensation is payable only with respect to the unemployment
of individuals who were in the employ of such employer, or of one of the
employers comprising the group.

(2) The term “pooled fund” means an unemployment fund or any part
thereof in which all contributions are mingled and undivided, and from
which compensation is payable to all eligible individuals, except that to
individuals last employed by employers with respect to whom reserve
accounts are maintained by the State agency, it is payable only when such
accounts are exhausted.
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(3) The term “guaranteced employment account’” means a separate
account, in an unemployment fund, of contributions paid by an employer
(or goup of employers) who 5

(A) guarantees in advance thirty hours of wages for each of forty calendar
weeks (or more, with one weekly hour deducted for each added work
guaranteed) in twelve months, to all the individualg in his employ in one
or more distinct establishments, except that any such individual's guaranty
may commerce after a probationary period (included within twelve or less
consecutive calendar weeks, and

(B) gives security or assurance, satisfactory to the State agency, for
the fulfillment of such guaranties,

from which account compensation shall be payable with respect to the unem-
ployment of any stch individual whose guaranty is not fulfilled or renewed
and who is otherwise eligible for compensation under the State law.

(4) The term ‘year of compensation experience’’, as applied to an
employer, means any calendar year throughout which compensation was
payable with respect to any individual in his employ who became unem-
ployed and was eligible for compensation.

TITLE X—GRANTS TO STATES FOR AID TO THE BLIND
Appropriation

Section 1001. For the purpese of enabling each State to furnish financial
assistance, as far as practicable under the conditions in such State, to
needy individuals who are blind, there is hereby authorized to be appropriated
fci the fiscal year ending June 30, 1936, the sum of $3,000,000, and there
is hereby authorized to be appropriated for each fiscal year thereafter
a sum sufficient to carry out the purposes of this title. The sums made
available under this section shall be used for making payments to States
which have submitted, and had approved by the. Social Security Board,
State plans for aid to the blind.

State Plans for Aid to the Blind

‘Sec. 1002. (a) A State plan for aid to the blind much (1) ‘provide that it
shall be in effect in all political subdivisions of the State, and, if adminis-
tered by them, be mandatory upon them; (2) provide for financial participa-
tion by the State; (3) either provide for the establishment or designation
of a single State agency to administer the plan, or provide for the establish-
ment or designation of a single State agency to supervise the administra-
tion of the plan; (4) provide for granting to any individual, whose claim
for aid is denied, an opportunity for a fair hearing before such State
agency; (5) provide such methods of administration (other than those
relating to selection, tenure of office, and compeusation of personnel) as
are found by the Board to be necessary for the efficient operation of the
plan; (6) provide that the State agency will make such reports, ig such
form and containing such information, as the Board may from time to time
require, and comply with such provisions as the Board may from time
to time find necessary to assure the correctness and verification® of such
reports; and (7) provide that no aid will be furnished any individual
under the plan with respect to any period with respect to which he is
receiving old-age assistance under the State plan approved under section 2
of this Act.

(b) The Board shall- approve any plan which fulfills the conditions
specified in subsection (a), except that it shall not approve any plan which
imposes, as a condition of eligibility for aid to the blind under the plan—

(1) Any residence requirement which excludes any resident of the State
who has resided therein five years during the nine years immediately pre-
ceding the application for aid and has resided therein continuously for one
year immediately preceding the application; or

. (2) Any citizenship requirement which excludes any citizen of the
United States.
Payment to States

Sec. 1003. (a) From the sums appropriated therefor, the Secretary of
the Treasury shall pay to each State which has an approved plan for aid
t> the blind, for each quarter, beginning with the quarter commencing
July 1, 1935, (1) an amount, which shall be used exclusively as aid to the
blind, equal to one-half of the total of the sums expended during such
quarter as aid to the blind under the State plan with respect to each
individual who is blind and is not an inmate of a public institution, not
counting so much of such expenditure with respect to any individual for
any month as exceeds $30, and (2) 5 per centum of such amount, which
shall be used for paying the costs of administering the State plan or for aid
to the blind, or both, and for no other purpose.

(b) The method of computing and paying such amounts shall be as
follows: ¥

(1) The Board shall, prior to the beginning of each quarter, estimate
the amount to be paid to the State for such quarter under the provisions
of clause (1) of subsection (a), such estimate to be based on (A) a report
filed by the State ‘containing its estimate of the total sum to be expended
in such quarter in accordance with the provisions of such clause, and
stating the amount appropriated or made available by the State and its
political subdivisions for such expenditures in such quarter, and if such
amount is less than one-half of the total sum of such estimated expendi-
tures, the source or sources from which the difference is expected to be
derived, (B) records showing the number of blind individuals in the State,
and_(C) such other investigation as the Board may find necessary.
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(2) The Board shall then certify to the Secrefary of the Treasury the
amount so estimated by the Board, reduced or increased, as the case may
be, by any sum by which it finds that its estimate for any prior quarter
was greater or less than the amount which should have been paid to the
State under clause (1) of subsection (a) for such quarter, except to the
extent that such sum has been applied to make the amount certified for
any prior quarter greater or less than the amount estimated by the Board
fcr such prior quarter.

(3) The Secretary of the Treasury shall thereupon, through the Division
of Disbursement of the Treasury Department and prior to audit or settle-
ment by the General Accounting Office, pay to the State, at the time or
tiemes fixed by the Board, the amount so certified, increased by 5 per centum.

Operation of State Plans

Sec. 1004. In the case of any State plan for aid to the blind which has
been approved by the Board, if the Board, after reasonable notice and oppor-
tunity for hearing to the State agency administering or supervising the
administration of such plan, finds—

(1) that the plan has been so changed as to impose any residence or
citizenship requirement prohibited by section 1002 (b), or that in the
administration of the plan any such prohibited requirement is imposed,
with the knowledge of such State agency, in a substantial number of
cases; or

(2) that in the administration of the plan there is a failure to comply
substantially with any provision required by section 1002 (a) to be
included in the plan;

the Board shall notify such State agency that further payments will not be
made to the State until the Board is satisfied that such prohibited require-
ment is no longer so imposed, and that there is no longer any such failure
to comply. Until it is so satisfied it shall make no further certification

to the Secretary of the Treasury with respect to such State.

Administration
Sec. 1005. There is hereby authorized to be appropriated for the fiscal
year ending June 30, 1936, the sum of $30,000, for all necessary expenses
of the Board in administering the provisions of this tile.

Definition
Sec. 1006, When used in this title the term ‘““aid to the blind”’ means
money payments to blind individuals.

TITLE XI—GENERAL PROVISIONS
Definitions .

Section 1101. (a) When used in this Act—

(1) The term “State” (except when used in section 531) includes
Alaska, Hawaii, and the District of Columbia,

(2) The term “United States” when used in a geographical sense means
the States, Alaska, Hawaii, and the District of Columbia,

(3) The term ‘“person” means an individual, a trust or estate, a partner-
ship, or a corporation.

(4) The term “corporation’ includes associations, joint-stock companies,
and insurance companies.

(5) The term “shareholder” includes a member in an association, joint-
stock company, or insurance company.

(6) The term “employee” includes an officer of a corporation.

(b) The terms “includes” and “including” when used in a definition
contained in this Act shall not be deemed to exclude other things otherwise
within the meaning of the term defined.

(c) Whenever under this Act or any Act of Congress, or under the law
of any State, an employer is required or permitted to deduct any amount
from the remuneration of an employee and to pay the amount deducted
to the United States, a State, or any political subdivision thereof, then for
the purposes of this Act the amount so deducted shall be considered to
have been paid to the employee at the time of such deduction.

(d) Nothing in this Act shall be construed as authorizing any Federal
official, agent, or representative, in carrying out any of the provisions of
this Act, to take charge of any child over the objection of either of the
p}z]:;]enta of such child, or of the person standing in loco parentis to such
child.

Rules and Regulations

See. 1102. The Secretary of the Treasury, the Secretary of Labor, and
the Social Security Board, respectively, shall make and publish such rules
and regulations, not inconsistent with this Act, as may be necessary to
the efficient administration of the functions with which each is charged
under this Act.

Separability

See. 1103. If any provision of this Act, or the application thereof to
any person or circumstance, is held invalid, the remainder of the Act, and
the application of such provision to other persons or circumstances shall
not be affected thereby.

Reservation of Power

Sec. 1104. The right to alter, amend, or repeal isi

Act is hereby reserved to the Congress. ¥ 4y provison (ot

Short Title

Sec. 1105. This Act may be cited as the “‘Social Security Act”.
Approved, August 14, 1935.

Text of Banking Act of 1935

‘While we indicate elsewhere the final Congressional pro-
ceedings on the Omnibus Banking Bill, we are giving here
the test of the new measure as agreed on in conference, both
the House and the Senate approved the conference report
on Aug. 19. The following is the text of the bill as adopted
by Congress and signed by President Roosevelt yesterday
(Aug. 23):

(H. R. 7617)
AN ACT
To provide for the sound, effective, and uninterrupted operation of the
banking system, and for other purposes. :

Be it enacted by the Senate and House of Representatives of the United States
of America in Congress assembled,

“That this Act may be cited as the ‘Banking Act of 1935.

“TITLE I—FEDERAL DEPOSIT INSURANCE

sgection 101. Section 12B of the Federal Reserve Act, as amended
(U. 8. C., Supp. VII, title 12, sec. 264), is amended to read as follows:

© +Sec. 12B. (a) There is hereby created a Federal Deposit Insurance
Corporation (hereinafter referred to as the “‘Corporation’’) which shall in~

sure, as hereinafter provided, the deposits of all banks which are entitled
to the benefits of insurance under this section. and which shall have the
powers hereinafter granted.

‘* 4(b) The management of the Corporation shall be vested in a board of
directors consisting of three members, one of whom shall be the Comp-
troller of the Currency, and two of whom shall be citizens of the United
States to be appointed by the President, by and with the adyice and con-
sent of the Senate. One of the appointive members shall be the chairman
of the board of directors of the Corporation and not more than two of the
members of such board of directors shall be members of the smae political
party. Each such appointive member shall hold office for a term cf six
years and shall receive compensation at the rate of $10,000 per annum,
payable monthly out of the funds of the Corporation, but the Comptroller
of the Currency shall not receive additional compensation for his services
as such member. In the event of a vacancy in the office of the Comp-
troller of the Currency, and pending the appointment of his successor, or
during the absence of the Comptrdller from Washington, the Acting Comp~
troller of the Currency shall be a member of the board of directors in the
place and stead of the Comptroller. In the event of a vacancy in the office
of the chairman of the board of directors, and pending the appointment of
his successor, the Comptroller of the Currency shall act as chairman. The
Comptroller of the Currency shall be ineligible during the time he is in office
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and for two years thereafter to hold any office, position, or employment in
any insured bank. The appointive members of the board of directors
shall be ineligible during the time they are in office and for two years there-
after to hold any office, position, or employment ih any insured bank, ex-
cept that this restriction shall not apply to any appointive member who
has served the full term for which he was appointed. No member of the
board of directors shall be an officer or director of any bank, banking isti-
tution, trust company, or Federal Reserve bank or hold stock in any bank,
banking institution, or trust company; and before entering upon his duties
as a member of the board of directors he shall certify under oath that he
has complied with this requirement and such certification shall be filed with
the secretary of the board of directors. No member of the board of direc-
tors serving on the board of directors on the effective date shall be subject
to any of the provisions of the three preceding sentences until the expira-
tion of his present term of office.

‘“ ‘(c) As used in this section—

‘(1) The term ‘‘State bank' means any bank, banking association,
trust company, savings bank, ot other banking institution which is en-
gaged in the business of receiving deposits and which is incorporated under
the laws of any State, Hawaii, Alaska, Puerto Rico, or the Virgin Islands,
or which is operating under the Code of Law for the District of Columbia
(except a national bank), and includes any unincorporated bank the de-
posits of which are insured on the effective date under the provisions of
this section.

*“(2) The term ‘“‘State member bank'’ means any State bank which is
a member of the Federal Reserve System, and the term *State nonmember
bank' means any State bank which is not a member of the Federa' Re-
serve System.

‘**(3) The term *District bank' means any State bank operating under
the Code of Law for the District of Columbia.

** ‘(4) The term ‘national member bank’ means any national bank
located in any of the States of the United States, the District of Columbia,
Hawaii, Alaska, Puerto Rico, or the Virgin Islands which is a member of
the Federal Reserve System.

** “(5) The term ‘‘national nonmember bank'’ means any national bank
located in Hawaii, Alaska, Puerto Rico, or the Virgin Islands which is not
a member of the Federal Reserve System.

**(6) The term ‘“‘mutual savings bank'' means a bank without capital
stock transacting a savings bank business, the net earnings of which inure
wholly to the benefit of its depositors after payment of obligations for any
advances by its organizers.

*“(7) The term ‘“‘savings bank' means a bank (other than a mutual
savings bank) which transacts its ordinary banking business strictly as a
savings bank under State laws imposing special requirements on such banks
governing the manner of investing their funds and of conducting their
business: Provided, That the bank maintains, until maturity date or until
withdrawn, all deposits made with it (other than funds held by it in a fidu-
ciary capacity) as time savings deposits of the specific term type or of the
type where the right is reserved to the bank to require written notice before
permitting withdrawal: Provided further, That such bank to be considered
a svings bank must elect to become subject to regulations of the Corpora~
tion with respect to the redeposit of maturing deposits and prohibiting
withdrawal of deposits by checking except in cases where such withdrawal
is permitted by law on the effective date from specifically designated de-
Dosit accounts totaling not more than 15 per centum of the bank's total
deposits.

*(8) The term “insured bank’' means any bank the deposits of which
are insured in accordance with the provisions of this section; and the term
"_nonlnsured bank'" means any bank the deposits of which are not so insured.

“““(9) The term ‘“‘new bank'* means a new national banking association
organized by the Corporation to assume the insured deposits of an insured
bank closed on account of inability to meet the demands of its depositors
and otherwise to perform temporarily the functions prescribed in this
section.

‘*(10) The term ‘‘receiver” includes a receiver, liquidating agent,
conservator, commission, person, or other agency charged by law with the
duty of winding up the affairs of a bank.

**“(11) The term *‘board of directors’ means the board of directors of
the Corporation.

‘“*(12) The term ‘‘deposit’’ means the unpaid balance of money or its
equivalent received by a bank in the usual course of business and for which
it has given or is obligated to give credit to a commercial, checking, savings,
time or thrift account, or which is evidenced by its certificate of deposit,
and trust funds held by such bank whether retained or deposited in any
department of such bank or deposited in another bank, together with such
other obligations of a bank as the board of directors shall find and shall
prescribe by its regulations to be deposit liabilities by general usage: Provided,
That any obligation of a bank which is payable only at an office of the bank
located outside the States of the United States, the District of Columbia,
Hawaii, Alaska, Puerto Rico, and the Virgin Islands, shall not be a deposit
for any of the purposes of this section or be included as a part of total
deposits or of an insured deposit; Provided further, 'hat any insured bank
having its principal place of business in any of the States of the United
States or in the District of Columbia which maintains a branch in Hawaij,
Alaska, Puerto Rico, or the Virgin Islands may elect to exclude from
insurance under this section its deposit obligations which are payable only
at such branch, and upon so electing the insured bank with respect to such
branch shall comply with the provisions of this section applicable to the
termination of insurance by nonmember banks: Provided further, That the
bank may elect to restore the insurance to such deposits at any time its
capital stock is unimpaired.

***(13) The term “insured deposit'’ means the net amount due to any
depositor for deposits in an insured bank (after deducting offsets) less any
part thereof which is in excess of $5,000. Such net amount shall be deter-
mined according to such regulations as the board of directors may prescribe,
and in determining the amount due to any depositor there shall be added
together all deposits in the bank maintained in the same capacity and the
same right for his benefit either in his own name or in the names of others,
except trust funds which shall be insured as provided in paragraph (9) of
subsection (h) of this section.

‘“*(14) The term ‘‘transferred deposit'’ means a deposit in a new bank
or other insured bank made available to a depositor by the Corporation as
payment of the insured deposit of such depositor in a closed bank, and
assumed by such new bank or other insured bank.

““‘(15) The term “branch’ includes any branch bank, branch office,
branch agency, additional office, or any branch place of business located
in any State of the United States or in Hawaii, Alaska, Puerto Rico, or
the Virgin Islands at which deposits are received or checks paid or money
lent.
“ “(16) The term “‘effective date"” meansthe date of enactment of the
Banking Act of 1935.

** *(d) There is hereby authorized to be appropriated, out of any money
in the Treasury not otherwise appropriated, the sum of*$150,000,000,
which shall be available for payment by the Secretary of the Treasury for
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capital stock of the Corporation in an equal amount, which shall be sub-
scribed for by him on behalf of the United States. Payments upon such
subscription shall be subject to call in whole or in part by the board of
directors of the Corporation. Such stock shall be in addition to the amount
of capital stock required to be subscribed for by Federal Reserve banks.
Receipts for payments by the United States for or on account of such stock
shall be issued by the Corporation to the Secretary of the Treasury and
shall be evidence of the stock ownership of the United States. Every
Federal Reserve bank shall subscribe to shares of stock in the Corporation
to an amount equal to one-half of the surplus of such bank on January 1,
1933, and its subscriptions shall be accompanied by a certified check payable
to the Corporation in an amount equal to one-half of such subscription.
The remainder of such subscription shall be subject to call from time to
time by the board of directors upon ninety days' notice. The capital stock
of the Corporation shall consist of the shares subscribed for prior to the
effective date. Such stock shall be without nominal or par value, and shares
issued prior to the effective date shall be exchanged and reissued at the
rate of one share for each $100 paid into the Corporation for capital stock.
The consideration received by the Corporation for the capital stock shall
be allocated to capital and to surplus in such amounts as the baord of
directors shall prescribe. Such stock shall have no vote and shall not be
entitled to the payment of dividends.

‘“‘(e) (1) Every operating State or national member bank, including
a bank incorporated since March 10, 1933, licensed on or before the effective
date by the Secretary of the Treasury shall be and continue to be, without
application or approval, an insured bank and shall be subject to the provi-
sions of this section.

‘“*(2) After the effective date, every national member bank which is
authorized to commence or resume the business of banking, and every
State bank which is converted into a national member bank or which be-
comes a member of the Federal Reserve System, shall be an insured bank
from the time it is authorized to commence or resume business or becomes a
member of the Federal Reserve System. The certificate herein prescribed
shall be issued to the Corporation by the Comptroller of the Currency in
the case of such national member bank, or by the Board of Governors of
the Federal Reserve System in the case of such State member bank: Provided,
That in the case of an insured bank which is admitted to membership in
the Federal Reserve System or an insured State bank which is converted
into a national member bank, such certificate shall not be required, and the
bank shall continue as an insured bank. Such certificate shall state that
the bank is authorized to transact the business of banking in the case of a
national member bank, or is a member of the Federal Reserve System in
the case of a State member bank, and thav consideration has been given
to the factors enumerated in subsection (g) of this section.

‘“*(f) (1) Every bank which is not a member of the Federal Reserve
Systeém which on June 30, 1935 was or thereafter became a member of the
Temporary Federal Deposit Insurance Fund or of the Fund For Mutuals
heretofore created pursuant to the provisions of this section, shall be and
continue to be, without application or approval, an insured bank and shall
be subject to the provisions of this section: Provided, That any State non-
member bank which was admitted to the said Temporary Federal Deposit
Insurance Fund or the Fund For Mutuals but which did not file on or before
the effective date on October 1, 1934 certified statement and make the
Payments thereon required by law, shall cease to be an insured bank on
August 31, 1935: Provided, further, That no bank admitted to the said
Temporary Federal Deposit Insurance Fund or the Fund For Mutuals
prior to the effective date shall, after August 31, 1935, be an insured bank
or have its deposits insured by the Corporation, if such bank shall have
Permanently discontinued its banking operations prior to the effective date.

“* *(2) Subject to the provisions ot this section, any national nonmember
bank, upon application by the bank and certification by the Comptroller
of the Currency in the manner prescribed in subsection (e) of this section,
and any State nonmember bank, upon application to and examination by
the Corporation and approval by the board of directors, may become an
insured bank. Before approving the application of any such State non-
member bank, the board of directors shall give consideration to the factors
enumerated in subsection (g) of this section and shall determine, upon the
basis of a through examination of such bank, that its assets in excess of its
capival requirements are adequate to enable it to meet all its liabilities to
depositors and other creditors as shown by the books of the bank.

' *(g) The factors to be enumerated in the certificate required under
subsection (e) and to be considered by the board of directors under sub-
section (f) shall be the following: The financial history and condition of
the bank, the adequacy of its capital structure, its future earnings pros-
bects, the general character of its management, the convenience and needs
of the community to be served by the bank, and whether or not its
corporate powers are consistenc with the purposes of this section.

‘“*(h) (1) The assessment rate shall be one-twelfth of 1 per centum per
annum.  The semiannual assessment for each insured bank shall be in the
amount of the product of one-half the annual assessment rate multiplied
by an assessment base which shall be the average for six months of the
differences at the end of each calendar day between the total amount of
liability of the bank for deposits (according to the definition of the term
*'deposit’ in and pursuant to paragraph (12) of subsection (¢) of this section,
without any deduction for indebtedness of depositors) and the total of such
uncollected items as are included in such deposits and credited subject to
final payments: Provided, howerver, That the daily total of such uncollected
items shall be determined according to regulations prescribed by the board
of directors upon a consideration of the factors of general usage and ordinary
time of availability, and for the purposes of such deduction no item shall
be regarded as uncollected for longer periods than those prescribed by such
regulations. Each insured bank shall, as a condition to the right to deduct
any specific uncollected item in determining its assessment base, maintain
such records as will readily permit verification of the correctness of the
particular deduction claimed. The certified statements required to be filed
with the Corporation under paragraphs 12), (3), and (4) of this subsection
shall be in such form and set forth such supporting information as the
board of directors shall presciibed. The assessment payments required
from insured banks under paragraphs (2), (3), and (4) of this subsection
shall be made in such manner and at such time or times as the board of
directors shall prescribe, provided the time or times so prescribed shall
not be later than sixty days after filing the certified statement setting forth
the amount of the assessment. In the eveat that a separate Fund For
Mutuals is established as provided in subsection (1), the board of directors
from time to time may fix a lower assessment rate operative for such period
as the board may determine which shall be applicable to insured mutual
savings banks only, and the remainder of this paragraph shall not be
applicable to such banks.

“* *(2) On or before the 15th day of July of each year, each insured bank
shall file with the Corporation a certified statement under oath showing for
the six months ending on the preceding June 30 the amount of the assess-
ment base and the amount of the semiannual assessment due to the Corpora-
tion, determined in accordance with paragraph (1) of this subsection.
Each insured bank shall pay to the Corporation the amount of the semi-
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annual assessment it is required to certify. On or before the 15th day of
January of each year after 1936 each insured bank shall file with the Corpora-
tion a similar certified statement for the six months ending on the preceding
December 31 and shall pay to the Corporation the amount of the semi-
annual assessment it is required to certify.

*+(3) Each bank which becomes an insured bank according to the
provisions of subsection (e) or (f) of this section shall, on or before the 15th
day of November 1935, file with the Corporation a certified statement under
oath showing the amount of the assessment due to the Corporation for the
period ending December 31, 1935, which shall be an amount equal to the
product of one-third the annual assessment rate multiplied by the assess-
ment base determined in accordance with paragraph (1) of this subsection,
except that the assessment base shall be the average for the 31 days in the
month of October 1935, and payment shall be made to the Corporation on
the amount of the assessment so required to be certified. Each such bank
shall, on or before the 15th day of January 1936, file with the Corporation
a certified statement under oath showing the amount of the semiannual
assessment due to the Corporation for the period ending June 30, 1936,
which shall be an amount equal to the product of one-half the annual assess-
ment rate multiplied by the assessment base determined in accordance with
paragraph (1) of this subsection, except that the assessment base shall be
the average for the days of the months of October, November and December
of 1935, and payment shall be made to the Corporation of the amount of the
assessment so required to be certified.

“ ‘(4) Each bank which becomes an insured bank after the effective date
shall be relieved from complying with the provisions of paragraph (2) of
this subsection until it has operated as an insured bank for a full semiannual
period ending on June 30 or December 31 as the case may be. Kach such
bank, on or before the forty-fifth day after its first day of operation as an
insured bank, shall file with the Corporation its first certified statement
which shall be under oath and shall show the amount of the assessment
base determined in accordance with paragraph (1) of this subsection, except
that the assessment base shall be the average for the first thirty-one calendar
days it operates as an insured bank. Each such certified statement shall
also show as the amount of the first assessment due to the Corporation the
prorated portion (for the period between its first day of operation as an
insured banik and the next succeeding last day of June or December, as
the case may be) of an amount equal to the product of one-half the annual
assessment rate multiplied by the base required to be set forth on its first
cervified statement., Kach bank which becomes an insured bank after the
effective date which has not operated as an insured bank for a full semi-
annual period ending on June 30 or December 31, as the case may be, shall,
on or before the 15th day of the first month thereafter (except that banks
becoming insured in June or December shall have thirty-one additional
days) file with the Corporation its second certified statement under oath
showing the amount of the assessment base and the amount of the semi-
annual assessment due to the Corporatien. Such assessment base and
amount shall be determined in accordance with paragraph (1) of this sub-
section, except that if the bank became an insured bank in the month of
December or .une the assessment base shall be the average for the first
thirty-one cale dar days it operates as an insured bank, and except that
if it became an insured bank in any other month than December or June
the assessment base shall be the average for the days between its first day
of operation as an insured bank and the next succeeding last day of June
or December, as the case may be. Each bank required to file a certified
stat ment un¢ er this paragraph shall pay to the Corporation the amount
of the assessment the bank is required to certify.

 ¢(5) Each bank which shall be and continue without application or
approval an insured bank in accordance with the provisions of subsection (e)
or (f) of this section, shall, in lieu of all right to refund (except as authorized
in paragraph (3) of subsection (i), be credited with any balance to which
such bank shall become entitled upon the termination of the said Temporary
Federal Deposit Insurance Fund or the Fund For Mutuals. The credit
shall be applied by the Corporation toward the payment of the assessment
next becoming due from such bank and upon succeeding assessments until
the credit is exhausted.

“4(6) Any insured bank which fails to file any certified statement re-
quired to be filed by it in connection with determining the amount of any
assessment payable by the bank to the Corporation may be compelled to
file such statement by mandatory injunction or other appropriate remedy
in a suit brought for such purpose by the Corporation against the bank and
any officer or officers thereof in any court of the United States of competent
jurisdiction in the district or territory in which such bank is located.

 4(7) The Corporation, in a suit brought at law or in’ equity in any court
of competent jurisdiction, shall be entitled to recover from any insured
bank the amount of any unpaid assessment lawfully payable by such insured
bank to the Corporation, whether or not such bank shall have filed any
such certified statement and whether or not suit shall have been brought
to compel the bank to file any such statement.

“4(8) Should any national member bank or any insured national non-
member bank fail to file any certified statement required to be filed by
such bank under any provision of this subsection, or fail to pay any assess-
mert required to be paid by such bank under any provision of this section,
and should the bank not correct such failure within thirty days after written
notice has been given by the Corporation to an officer of the bank, citing
this paragraph, and stating that the bank has failed to file or pay as re-
quired by law, all the rights, privileges, and franchises of the bank granted
to it under the National Bank Act or under the provisions of this Act, as
amended, shall be thereby forfeited. Whether or not the penalty provided
in this paragraph has been incurred shall be determined and adjudged in
the manner provided in the sixth paragraph of section 2 of this Act, as
amended. The remedies provided in this paragraph and in the two preced-
ing paragraphs shall not be construed as limiting any other remedies against
any insured bank, but shall be in addition thereto.

*4(9) Trust funds held by an insured bank in a fiduciary capacity
whether held in its trust or deposited in any other department or in another
bank shall be insured in an amount not to exceed $5.000 for each trust
estate, and when deposited by the fiduciary bank in another insured bank
such trust funds shall be similarly insured to the fiduciary bank according
to the trust estates represented. Notwithstanding any other provision of
this section, such insurance shall be separate from and additional to that
covering other deposits of the owners of such trust funds or the beneficiaries
of such trust estates: Provided, That where the fiduciary bank deposits any
of such trust funds in other insured banks, the amount so held by other
Jinsured banks on deposit shall not for the purpose of any certified statement
srequired under paragraph (2), (3), or {(4) of this subsection be considered to
sbe a deposit liability of the fiduciary bank, but shall be considered to be a
.deposit liability of the bank in which such funds are so deposited by such

sfiduciary bank. The board of directors shall have power by regulation to
_prescribe the manner of reporting and of depositing such trust funds.
“¢(j) (1) Any insured bank (except a national member bank or State
. member bank) may, upon not less than ninety days’ written notice to the
. Corporation, and to the Reconstruction Finance Corporation if it owns or
(holds as pledgee any preferred stock, capital notes, or debentures of such
{bank, terminate its status as an insured bank, Whenever the board of
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directors shall find that an insured bank or its directors or trustees have
continued unsafe or unsound practices in conducting the business of such
bank, or have knowingly or negligently permitted any of its officers or agents
to violate any provision of any law or regulation to which the insured bank
is subject, the board of directors shall first give to the Comptroller of the
Currency in the case of a national bank or a District bank, to the authority
having supervision of the bank in the case of a State bank, or to the Board
of Governors of the Federal Reserve System in the case of a State member
bank, a statement with respect to such practices or violations for the purpose
of securing the correction thereof. Unless such correction shall be made
within one hundred and twenty days or such shorter period of time as the
Comptroller of the Currency, the State authority, or Board of Governors of
the Federal Reserve System, as the case may be, shall require, the board
of directors, if it shall determine to proceed further, shall give to the bank
not less than thirty days’ written notice of intention to terminate the status
of the bank as an insured bank, and shall fix a time and place for a hearing
before the board of directors or before a person designated by it to conduct
such hearing, at which evidence may be produced, and upon such evidence
the board of directors shall make written findings which shall be conclusive.
Unless the bank shall appear at the hearing by a duly authorized representa-
tive, it shall be d 1 to have ted to the termination of its status
as an insured bank. If the board of directors shall find that any violation
specified in such notice has been established, the board of directors may
order that the insured status of the bank be terminated on a date subsequent
to such finding and to the expiration of the time specified in such notice
of intention. The Corporation may publish notice of such termination and
the bank shall give notice of such termination to each of its depositors at
his last address of record on the books of the bank, in such manner and at
such time as the board of directors may find to be necessary and may order
for the protection of depositors. After the termination of the insured status
of any bank under the provisions of this paragraph, the insured deposits of
each depositor in the bank on the date of such termination, less all subse-
quent withdrawals from any deposits of such depositor, shall continue for a
period of two years to be insured, and the bank shall continue to pay to
the Corporation assessments as in the case of an insured bank during such
period. No additions to any such deposits and no new deposits in such
bank made after the date of such termination shall be insured by the Cor-
poration, and the bank shall not advertise or hold itself out as having insured
deposits unless in the same connection it shall also state with equal prominence
that such additions to deposits and new deposits made after such date are
not so insured. Such bank shall, in all other respects, be subject to the
duties and obligations of an insured bank for the period of two years from
the date of such termination, and in the event that such bank shall be
closed on account of inability to meet the demands of its depositors within
such period of two years, the Corporation shall have the same powers an
rights with respect to such bank as in case of an insured bank.

 “(2) Whenever the insured status of a State member bank shall be
terminated by action of the board of directors, the Board of Governors of
the Federal Reserve System shall terminate its membership in the Federal
Reserve System in accordance with the provisions of section 9 of this Act,
and whenever the insured status of a national member bank shall be S0
terminated the Comptroller of the Currency shall appoint a receiver for the
bank, which shall be the Corporation whenever the bank shall be unable to
meet the demands of its depositors. Whenever a member bank shall
cease to be a member of the Federal Reserve System, its status as an insured
bank shall, without notice or other action by the board of directors, ter=
minate on the date the bank shall cease to be a member of the Federal
Reserve System, with like effect as if its insured status had been terminated
on said date by the board of directors after proceedings under paragraph (1)
of this subsection.

“4(3) If any nonmember bank which becomes an insured bank under
the provisions of paragraph (1) of subsection (f) of this section shall elect,
within thirty days after the effective date, not to continue as an insured
bank, and shall within such period give written notice to the Corporation
of its election, in accordance with regulations to be prescribed by the
board of directors, and to the Reconstruction Finance Corporation if it
owns or holds as pledgee any preferred stock, capital notes, or debentures of
such bank, it shall cease to be an insured bank and cease to be subject to
the provisions of this section and the rights of the bank (excluding its right
to any refund) shall be as provided by law existing prior to the effective date.
The board of directors shall cause notice of termination of insurance to be
given to the depositors of such bank by publication or otherwise as the board
of directors may determine, and the deposits in such bank shall continue
to be insured for twenty days beyond such thirty day period.

‘ {(4) Whenever the liabilities of an insured bank for deposits shall have
been assumed by another insured bank or banks, the insured status of the
bank whose liabilities are so assumed shall terminate on the date of receipt
by the Corporation of satisfactory evidence of such assumption with like
effect as if its insured status had been terminated on said date by the board
of directors after proceedings under paragraph (1) of this subsection:
Provided, That if the bank whose liabilities are so assumed gives to its de-
positors notice of such assumption within thirty days after such assumption
takes effect, by publication or by any reasonable means, in accordance with
regulations to be prescribed by the board of directors, the insurance of its
deposits shall terminate at the end of six months from the date such assump-
tion takes effect, and such bank shall thereupon be relieved of all future
obligations to the Corporation, including the obligation to pay future assess=
ments.

** “(j) Upon the date of enactment of the Banking Act of 1933, the
Corporation shall become a body corporate and as such shall have power—

“ ‘First. To adopt and use a corporate seal,

“ ‘Second. To have succession until dissolved by an Act of Congress.

“ “Third. T, make contracts.

“ ‘Fourth. To sue and be sued, complain and defend, in any court of
law or equity, State or Federal. All suits of a civil nature at common law
or in equity to which the Corporation shall be a party shall be deemed to
arise under the laws of the United States: Provided, That any such suit to
which the Corporation is a party in its capacity as receiver of a State bank
and which involves only the rights or obligations of depositors, creditors,
stockholders and such State bank under State law shall not be deemed to
arise under the laws of the United States. No attachment or execution
shall be issued against the Corporation or its property before final judgment
in any suit, action, or proceeding in any State, county, municipal, or United
States court. The board of directors shall designate an agent upon whom
service of process may be made in any State, Territory, or jurisdiction in
which any insured bank is located.

“‘Fifth. To appoint by its board of directors such officers and em-
ployees as are not otherwise provided for in this section, to define their
duties, fix their compensation, require bonds of them and fix the penalty
thereof, and to dismiss at pleasure such officers or employees. Nothing
in this or any other Act shall be construed to prevent the appointment and
compensation as an officer or employee of the Corporation of any officer or
employee of the United States in any board, commission, ind.pendent
establishment, or executive department thereof.
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‘Sixth. To prescribe by its board of directors, bylaws not inconsistent
with law, regulating the manner in which its general business may be don-
ducted, and the privileges granted to it by law may be exercised and enjoyed.

‘‘ ‘Seventh. To exercise by its board of directors, or duly authorized
officers or agents, all powers specifically granted by the provisions of this
section and such incidental powers as shall be necessary to carry out the
powers so granted.

** ‘Bighth. To make examinations of and to require information and
reports from banks, as provided in this section.

‘ ‘Ninth. I'o act as receiver.

‘* “Tenth. To prescribe by its board of directors such rules and regula-
tions as it may deem necessary to carry out the provisions of this section.

““‘(k) (1) The board of directors shall administer the affairs of the
Corporation fairly and impartially and without discrimination. The board
of directors of the Corporation shall determine and prescribe the manner in
which its obligations shall be incurred and its expenses allowed and paid.
The Corporation shall be entitled to the free use of the United States mails
in the same manner as the executive departments of the Government. The
Corporation with the consent of any Federal Reserve bank or of any board,
commission, independent establishment, or executive department of the
Government, including any field service thereof, may avail itself of the use
of information, services, and facilities thereof in carrying out the provisions
of this section.

**{(2) The board of directors shall appoint examiners who shall have
power, on behalf of the Corporation, to examine any insured State non-
member bank (except a District bank), any State nonmember bank making
application to become an insured bank, and any closed insured bank, when-
ever in the judgment of the board of directors an examination of the bank is
necessary. Such examiners shall have like power to examine, with the
written consent of the Comptroller of the Currency, any national bank or
District bank, and, with the written consent of the Board of Governors of
the Federal Reserve System, any State member bank. ‘Bach such examiner
shall have power to make a thorough examination of all the affairs of the
bank and in doing so he shall haye power to administer oaths and to examine
and take and preserve the testimony of any of the officers and agents
thereof, and shall make a full and detailed report of the condition of the
bank to the Corporation. The board of directors in like manner shall ap-
point claim agents who shall have power to investigate and examine all
claims for insured deposits and transferred deposits. Each claim agent
shall have power to administer oaths and to examine under oath and take
and preserve the testimony of any persons relating to such claims. The
provisions of sections 184 to 186 (both inclusive) of the Revised Statutes
(U. 8. C., title 5, secs. 94 to 96) are hereby extended to examinations and
investigations authorized by this paragraph.

* “(3) Each insured State nonmember bank (except a District bank)
shall make to the Corporation reports of condition in such form and at such
times as the board of directors may require. The board of directors may
require such reports to be published in such manner, not inconsistent with
any applicable law, as it may direct. Every such bank which fails to make
or publish any such report within such time, not less than five days, as the
board of directors may require, shall be subject to a penalty of not more
than $100 for each day of such failure recoverable by the Corporation for
its use.

** ‘(4) The Corporation shall have access to reports of examinations made
by, and reports of conditions made to, the Comptroller of the Currency or
any Federal Reserve bank, may accept any report made by or to any com-
mission, board, or authority having supervision of a State nonmember bank
(except a District bank), and may furnish to the Comptroller of the Currency
to any Federal Reserve bank, and to any such commission, board, or au-
thority, reports of examinations made on behalf of, and reports of condition
made to, the Corporation,

**(1) (1) The Temporary Federal Deposit Insurance Fund and the
Fund For Mutuals heretofore created pursuant to the provisions of this
section are hereby consolidated into a Permanent Insurance Fund for in-
suring deposits, and the assets therein shail be held by the Corparation for
the uses and purposes of the Corporation: Provided, That the obligations to
and rights of the Corporation, depositors, banks, and other persons arising
out of any event or transaction prior to the effective date shall remain
unimpaired. On and after the effective date, the Corporation shall insure
the deposits of all insured banks as provided in this section: Provided, That
the insurance shall apply only to deposits of insured banks which have
been made avilable since March 10, 1933, for withdrawal in the usual course
of the banking business: Provided further, That if any insured bank shall,
without the consent of the Corporation, release or modify restrictions on
or deferments of deposits which had not been made available for with-
drawal in the usual course of the banking business on or before the effective
date, such deposits shall not be insured. The maximum amount of the
insured deposit of any depositor shall be $5,000. The Corporation, in the
discretion of the board of directors, may open on its books solely for the
benefit of mutual savings banks and depositors therein a separate Fund
For Mutuals. If such Fund is opened, all assessments upon mutual savings
banks shail be paid into such Fund and the Permanent Insurance Fund of
the Corporation shall cease to be liabie for insurance losses sustained in
mutual savings banks: Provided, That the capital assets of the Corporation
shall be so liable and all expenses of operation of the Corporation shall be
allocated between such Funds on an equitable basis.

** *(2) For the purposes of this section, an insured bank shall be deemed
to have been closed on account of inability to meet the demands of its
depositors in any case in which it has been closed for the purpose of liquida~-
tion without adequate provision being made for payment of its depositors.

* *(3) Notwithstanding any other provision of law, whenever any insured
national bank or insured District bank shall have been closed by action
of its board of directors, or by the Comptroller of the Currency, as the case
may be, on account of inability to meet the demands of its depositors, the
Comptroller of the Currency shall appoint the Corporation receiver for
such clesed bank, and ‘no other person shall be appointed as receiver of
such closed bank.

** *(4) It shall be the duty of the Corporation as such receiver to realize
upon the assets of such closed bank, having due regard to the condition of
credit in the locality; to enforce the individual liability of the stockholders
and directors thereof; and to wind up the affairs of such closed bank in
conformity with the provisions of law relating to the liquidation of closed
national banks, except as herein otherwise provided. The Corporation shall
revain for its own account such portion of the amounts realized from such
liquidation as it shall be entitled to receive on account of its subrogation
to the claims of depositors, and it shall pay to depositors and other creditors
the net amounts available for distribution to them. With respect to any
such closed bank, the Corporation as such receiver shall have all the rights,
powers, and privileges now possessed by or hereafter granted by law to a
receiver of an insolvent national bank.

“*(5) Whenever any insured State bank (except a District bank) shall
have been closed by action of its board of directors or by the authority
having supervision of such bank, as the case may be, on account of in-
ability to meet the demands of its depositors, the Corporation shall accept
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appointment as receiver thereof, if such appointment is tendered by the
authority having supervision of such bank and is authorized or permitted
by Statelaw. With respect to any such insured State bank, the Corporation
as such receiver shall possess all the rights, powers and privileges granted
by State law to a receiver of a State bank.

“ ¢(8) Whenever an insured bank shall have been closed on account of
inability to meet the demands of its depositors, payment of the imn.u'ed
deposits in such bank shall be made by the Corporation as soon as possible,
subject to the provisions of paragraph (7) of this subsection, either (A) by
making available to each depositor a transferred deposit in a new bank
in the same community or in another insured bank in an amount equal to
the insured deposit of such depositor and subject to withdrawal on demand,
or (B) insuch other manner as the board of directors may prescribe: Provided,
That the Corporation, in its discretion, may require proof of claims to be
filed before paying the insured deposits, and that in any case where the
Corporation is not satisfied as to the validity of a claim for an insured de-
posit, it may require the final determination of a court of competent jurisdic-
tion before paying such claim.

U7 Inpthyt: case of a ciosed national bank or District bank, the Cor-
poration, upon the payment of any depositor as provided in paragraph. (6)
of this subsection, shall be subrogated to all rights of the depositor against
the closed bank to the extent of such payment. In the case of any other
closed insured bank, the Corporation shall not make any payment to any
depositor until the right of the Corporation to be subrogated to the rights
ot such depositor on the same basis as provided in the case of a closed
national bank under this secvion shall have been recognized either by
express provision of State law, by allowance of claims by the authority
having supervision of such bank, by assignment of claims by depositors, or
by any other effective method. In the case of any closed insured pank.
such subrogation shall include the right on the part of the Corporation to
receive the same dividends from the proceeds of the assets of such closed
bank and recoveries on account of stockholders’ liability as would have
been payable to the depositor on a claim for the insured deposit, but such
depositor shall retain his claim for any uninsured portion of his deposit:
Provided, That the rights of depositors and other creditors of any State
bank shall be determined in accordance with the applicable provisions of
State law.

“4(8) As soon as possible after the closing of an insured bank, the Cor-
poratioa, if iv finds that it is advisable and in the interest of the depositors
of the closed bank or the public, shall organize a new national bank to
assume the insured deposits of such closed bank and otherwise to perform
temporarily the functions hereinafter provided for. The new bank shall
have its place of business in the same community as the closed bank.

“*(9) The articles of association and the organization certificate of the
new bank shall be executed by representatives designated by the Corpora-
tion. No capital stock need be paid in by the Corporation. The new bank
shall not have a board of directors, but shall be managed by an executive
officer appointed by the board of directors of the Qorporation who shall
be subject to its directions. In all other respects the new bank shall be
organized in accordance with the then existing provisions of law relating to
the organization of national banking associations. The new bapk may,
with the approval of the Corporation, accept new deposits which shall
be subject to withdrawal on demand and which, except where the new bank
is the only pank in the community, shall not exceed £5,000 from any de-
positor. The new bank, without application to or approval by th.e Cor-
poration, shall be an insured bank and shall maintain on deposit with the
Federal Reserve bank of its district reserves in the amount required by law
for member banks, but it shall not be required to subscribe for stock of the
Federal Reserve bank. Funds of the new bank shall be kept on hand in
cash, invested in obligations of the United States, or in obligations guar-
anteed as to principal and interest by the United States, or deposited with
the Corporation, with a Federal Reserve bank, or, to the exvent of the
insurance coverage thereon, with an insured bank. The new bank, unless
otherwise authorized by the Comptroller of the Currency, shall transact
no business except that authorized by this section and as may be incidental
to its organization. Notwithstanding any other provision of law the new
bank, its franchise, property, and income shall be exempt from all taxation
now or hereafter imposed by the United States, by any Te.rrimr.y. de-
pendency, or possession thereof, or by any State, county, municipality, or
local taxing authority.

*“*(10) Upon the organization of a new bank, the Corporation shall
promptly make available to it an amount equal to the estimated insured
deposits of such closed bank plus the estimated amount of the expenses of
operating the new bank, and shall determine as soon as possible the amount
due each depositor for his insured deposit in the closed bank, and the total
expenses of operation of the new bank. Upon such determination, the
amounts so estimated and made available shall be adjusted to conform to
the amounts so determined. Earnings of the new bank shall be paid over
or credited to the Corporation in such adjustment. If any new bank, dur-
ing the period it continues its status as such, sustains any losses with respect
to which it is not effectively protected except by reason of being an insured
bank, the Corporation shall furnish to it additional funds in the amount
of such losses. The new bank shall assume as transferred deposits the
payment of the insured deposits of such closed bank to each of its de-
positors. Of the amounts so made available, the Corporation shall transfer
to the new bank, in cash, such sums as may be necessary to enable it to
meet its expenses of operation and immediate cash demands on such trans-
ferred deposits, and the remainder of such amounts shall be subject to with-
drawal by the new bank on demand. .

“{(11) Whenever in the judgment of the board of directors it is desirable
to do so, the Corporation shall cause capital stock of the new bank to be
offered for sale on such terms and conditions as the board of directors shall
deem advisable in an amount sufficient, in the opinion of the board of
directors, to make possible the conduct of the business of the new bank on
a sound basis, but in no event less than that required by section 5138 of the
Revised Statutes, as amended (U, 8. C., Supp. VII, title 12, sec. 51), for
the organization of a national bank in the place where such new bank is
located. The stockholders of the closed insured bank shall be given the
first opportunity to purchase any shares of common stock so offered. Upon
proof that an adequate amount of capital stock in the new bank has been
subscribed and paid for in cash, the Comptroller of the Currency shall re-
quire the articles of association and the organization certificate to be
amended to conform to the requirements for the organization of a national
bank, and thereafter, when the requirements of law with respect to the
organization of a national bank have been complied with, he shall issue to
the bank a certificate of authority to commence business, and thereupon
the bank shall cease to have the status of a new bank, shall be managed
by directors elected by its own shareholders and may exercise all the powers
granted by law, and it shall be subject to all the provisions of law relating
to national banks. Such bank shall thereafter be an insured national bank,
without certification to or approval by the Oorporation.

* £(12) If the capital stock of the new bank is not offered for sale, or if
an adequate amount of capital for such new bank is not subscribed and paid
for, the board of directors may offer to transfer its business to any insured
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bank in the same community which will take over its assets, assume its
liabilities, and pay to the Corporation for such business such amount as the
board of directors may deem adequate: or the board of directors in its
discretion may change the location of the new bank to the office of the
Corporation or to some other place or may at any time wind up its affairs
as herein provided. Unless the capital stock of the new bank is sold or its
assets are taken over and its liabilities are assumed by an insured bank as
above provided within two years from the date of its organization, the Cor-
poration shall wind up the affairs of such bank, after giving such notice,
if any, as the Comptroller of the Currency may require, and shall certify
to the Comptroller of the Currency the termination of the new bank.
Thereafter the Corporation shall be liable for the obligations of such bank
and shall be the owner of its assets. The provisions of sections 5220 and
5221 of the Revised Statutes (U. S. C., title 12, secs. 181 and 182) shall
not apply to such new banks.

‘“f(m) (1) The Corporation as receiver of a closed national bank or
District bank shall not be required to furnish bond and shall have the right
to appoint an agent or agents to assist it in its duties as such receiver, and
all fees, compensation, and expenses of liquidation and administration
thereof shall be fixed by the Corporation, subject to the approval of the
Comptroller of the Currency, and may be paid by it out of funds coming
into its possession as such receiver. The Comptroller of the Currency is
authorized and empowered to waive and relieve the Corporation from com-
plying with any regulations of the Comptroller of the Currency with respect
to receiverships where in his discretion such action is deemed advisable to
simplify administration.

‘4 {(2) Payment of an insured deposit to any person by the Corporation
shall discharge the Corporation, and payment of a transferred deposit to
any person by the new bank or by an insured bank in which a transferred
deposit has been made avilable shall discharge the Corporation and such
new bank or other insured bank, to the same extent that payment to such
person by the closed bank would have discharged it from liability for the
insured deposit. i

‘* “(3) Except as otherwise prescribed by the board of directors, neither
the Corporation nor such new bank or other insured bank shall be required
to recognize as the owner of any portion of a deposit appearing on the
records of the closed bank under a name other than that of the claimant,
any person whose name or interest as such owner is not disclosed on the
records of such closed bank as part owner of said deposit, if such recognition
would increase the aggregate amount of the insured deposits in such closed
bank.

‘“ “(4) The Corporation may withhold payment of such portion of the
insured deposit of any depositor in a closed bank as may be required to
provide for the payment of any liability of such depositor as a stockholder
of the closed bank, or of any liability of such depositor to the closed bank
or its receiver, which is not offset against a claim due from such bank,
pending the determination and payment of such liability by such depositor
or any other person liable therefor.

*4(5) If, after the Corporation shall have given at least three months’
notice to the depositor by mailing a copy thereof to his last known address
appearing on the records of the closed bank, any depositor in the closed
bank shall fail to eclaim his insured deposit from the Corporation within
eighteen months after the appointment of the receiver for the closed bank,
or shall fail within such period to claim or arrange to continue the trans-
ferred deposit with the new bank or with the other insured bank which
assumed liability therefor, all rights of the depositor against the Corpora-
tion with respect to the insured deposit, and against the new bank and such
other insured bank with respect to the transferred deposit, shall be barred,
and all rights of the depositor against the closed bank and its shareholders,
or the receivership estate to which the Corporation may have become

‘subrogated, shall thereupon revert to the depositor. The amount of any
transferred deposits not claimed within such eighteen anonths’ period, shall
be refunded to the Corporation.

‘““‘(n) (1) Money of the Corporation not otherwise employed shall be
invested in boligations of the United States or in obligations guaranteed as
to principal and interest by the United States, except that for temporary
periods, in the discretion of the board of directors, funds of the Corporation
may be deposited in any Federal Reserve bank or with the Treasurer of
the United States. When designated for that purpose by the Secretary of
the Treasury, the Corporation shall be a depositary of public moneys, ex-
cept receipts from customs, under such regulations as may be prescribed by
the said Secretary, and may also be employed as a financial agent of the
Government. It shall perform all such reasonable duties as depositary of
public moneys and financial agent of the Government as may be required
of it.

‘ ¢(2) Nothing contained in this section shall be construed to prevent
the Corporation from making loans to national banks closed by action of
the Comptroller of the Currency, or by vote of their directors, or to State
member banks ctosed by action of the appropriate State authorities, or by
vote of their directors, or from entering into negotiations to secure the re-
opening of such banks.

**(3) Receivers or liquidators of insured banks closed on account of
inability to meet the demands of their depositors shall be entitled to offer
the assets of such banks for sale to the Corporation or as security for loans
from the Corporation, upon receiving permission from the appropriate State
authority in accordance with express provisions of State law in the case of
insured State banks, or from the Comptroller of the Currency in the case
of national banks or District banks. The proceeds of every such sale or
loan shall be utilized for the same purposes and in the same manner as other
funds realized from the liguidation of the assets of such banks. The
Comptroller of the Currency may, in his discretion, pay dividends on
proved claims at any time after the expiration of the period of advertisement
made pursuant to section 5235 ot the Revised Statues (U. 8. C., title 12,
sec. 193), aad no liability shall attach to the Comptroller of the Currency
or to the receiver of any national bank by reason of any such paymeny for
failure to pay dividends to a claimant whose claim is not proved at the time
of any such payment. ‘The Corporation, in its discretion, may make loans
on the security of or may purchase and liquidate or sell any part of the assets
of an insured bank which is now or may hereafter be closed on account of
inability to meet the demands of its deposicors, but in any case in which
the Corporavion is acting as receiver of a closed insured bank, no such
loan or purchase shall be made without the approval of a court of competent
jurisdiction. )

‘“*(4) Until July 1, 1936, whenever in the judgment of the board of
directors such action will reduce the risk or avert a threatened loss to the
Corporation and will facilitate a merger or consolidation of an insured bank
with another insured bank, or will facilitate the sale of the assets of an
open or closed insured bank to and assumption of its liabilities by another
insured bank, the Corporation may, upon such terms and conditions as it
may determine, make loans secured in whole or in part by assets of an open
or ciosed insured bank, which loans may be in subordination to the rights
of depositors and other creditors, or the Corporation may purchase any such
assets or may guarantee any other insured bank against loss by reason of
its assuming the liabilities and purchasing the assets of an open or closed
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insured bank. Any insured national bank or District bank, or, with the
approval of the Comptroller of the Currency, any receiver thereof, 1s au-
thorized to contract for such sales or loans and to pledge any assets of the
bank to secure such loans.

““*(0) (1) The corporation is authorized and empowered to issue and to
have outstanding its notes, debentures, bonds, or other such obligations,
in a par amount aggregating not more than three times the amount received
by the Corporation in payment of its capital stock and in payment of the
assessments upon insured banks for the year 1936, The notes, debeatures,
bonds, and other such obligations issued under this subsection shall be
redeemable at vhe option of the Corporation before maturity in such manner
as may be stipulated in such obligations, and shall bear such rate or rates
of interest, and shall mature at such time or times, as may be determined
by the Corporation: Provided, That the Corporation may sell on a discount
basis short-term obligations payable at maturity without interest. The
notes, debentures, bonds, and other such obligations of the Corporation
may be secured by assets of the Corporation in such manner as shall be
prescribed by its board of directors. Such obligations may be offered for
sale at such price or prices as the Corporation may determine.

“ *(2) The Secretary of the Treasury, in his discretion, is authorized to
purchase any obligations of the Corporation to be issued hereunder, and for
such purpose the Secretary of the Treasury is authorized to use as public-
debt transaction the proceeds of the sale of any securities hereafter issued
under the Second Liberty Bond Act, as amended, and the purposes for
which securities may be issued under the Second Liberty Bond Act, as
amended, are extended to include such purchases: Provided, That if the
Reconstruction Finance Corporation fails for any reason to purchase any
of the obligations of the Corporation as provided in subsection (b) of sec-
tion 5e of the Reconstruction Finance Corporation Act, as amended, the
Secretary of the Treasury is authorized and directed to purchase such
obligations in an amount equal to the amount of such obligations the Re-
construction Finance Corporation so fails to purchase: Provided furlher,
That the Secrevary of the Treasury is authorized and directed, whenever
in the judgment of the board of directors of the Corporation additional
funds are required for insurance purposes, to purchase obligations of the
Corporation in an additional amount of not to exceed $250,000,000 par
value: Provided further, That the proceeds derived from the purchase by the
Secretary of the Treasury of any such obligations shall be used by the Cor-
poration solely in carrying out its functions with respect to such insurance.
The Secretary of the Treasury may, at any time, sell any of the obligations
of the Corporation acquired by him under this subsection. All redemptions,
purchases, and sales by the Secretary of the Treasury of the obligations of
the Corporation shall be treated as public-debt transactions of the United
States,

“ ‘(p) All notes, debentures, bonds, or other such obligations issued by
the Corporation shall be exempt, both as to principal and interest, from all
taxation (except estate and inheritance taxes) now or hereafter imposed by
the United States, by any Territory, dependency, or possession thereof, or
by any State, county, municipality, or local taxing authority. The Corpora-
tion, including its franchise, its capital, reserves, and surplus, and its
income, shall be exempt from all taxation now or hereafter imposed by the
United States, by any Territory, dependency, or possession thereof, or by
any State, county, municipality, or local taxing authority, except that any
real property of the Corporation shall be subject to State, Territorial,
country, municipal, or local taxation to the same extent according to its
value as other real property is taxed. K

*‘(q) In order that the Corporation may be supplied with such forms of
notes, debentures, bonds, or other such obligations as it may need for
issuance under this Act, the Secretary of the Treasury is authorizedito
prepare such forms as shall be suitable and approved by the Corporation,
to be held in the Treasury subject to delivery, upon order of the Corpora-
tion. The engraved plates, dies, bed pieces. and other material executed
in connection therewith shall remain in the custody of the Secretary of the
Treasury. The Corporation shall reimburse the Secretary of the Treasury
for any expenses incurred in the preparation, custody, and delivery of such
notes, debentures, bonds, or other such obligations,

‘“ *(r) The Corporation shall annually make a report of its operations to
the Congress as soon as practicable after the 1st day of January in each year.

‘“ *(s) Whoever, for the purpose of obtaining any loan from theCorpora-
vion, or any extension or renewal thereof, or the acceptance, release, or
substitution of security therefor, or for the purpose of inducing the Cor-
poration to purchase any assets, or for the purpose of obtaining the payment
of any insured deposit or transferred deposit or the allowance, approval,
or payment of any claim, or for the purpose of influencing in any way the
action of the Corporation under this section, makes any statement, knowing
it to be false, or willfully overvalues any security, shali be punished by a
fine of not more than $5,000, or by imprisonment for not more than two
years, or both.

‘“ {(t) Whoever (1) falsely makes, forges, or counterfeits any obligation
or coupon, in imitation of or purporting to be an obligation or coupon issued
by the Corporation, or (2) passes, utters, or publishes, or attempts to pass,
utter, or publish, any false, forged, or counterfeited obligation or coupon
purporting to have been issued by the Corporation, knowing the same to
be false, forged, or counterfeited, or (3) falsely alters any obligation or
coupon issued or purporting to have been issued by the Corporation, or
(4) passes, utters, or publishes, or attempts to pass, utter, or publish, as
true, any falsely altered or spurious obligation or coupon, issued or pur-
porting to have been issued by the Corporation, knowing the same to be
falsely altered or spurious, shall be punished by a fine of not more than $10,~
000, or by imprisonment for not more than five years, or both.

“ ‘(u) Whoever, being connected in any capacity with the Corporation,
(1) embezzles, abstracts, purloins, or willfully misapplies any moneys, funds,
securities, or other things of value, whether belonging to it or pledged, or
otherwise entrusted to it, or (2) with intent to defraud the Corporation or
any other body, politic or corporate, or any indivual, or to deceive any
officer, auditor, or examiner of the Corporation, makes any false entry
in any book, report, or statement of or to the Corporation, or without being
duly authorized draws any order or issues, puts forth, or assigns any note,
debenture, bond, or other such obligation, or draft, bill of exchange, mort-
gage, judgment, or decree thereof, shall be punished by a fine of not more
than $10,000, or by imprisonment for not more than five years, or both.

“ 4 ¢y) (1) No individual, association, partnership, or corporation shall
use the words “Federal Deposit Insurance Corporation,’ or a combination
of any three of these four words, as the name or a part thereof under which
he or it shall do business. No individual, association, partnership, or
corporation shall advertise or otherwise represent falsely by any device
whatsoever that his or its deposit liabilities are insured or in any wise
guaranteed by the Federal Deposit Insurance Corporation or by the United
States or any instrumentality thereof; and no insured bank shall advertise
or otherwise represent falsely by any device whatsoever the extent to which
or the manner in which its deposit liabilities are insured by the Federal
Deposit Insurance Corporation. Every individual, partnership, associa-
tion, or corporation violating this subsection shall be punished by a fine of
not exceeding $1,000, or by imprisonment not exceeding one year, or both.
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¥ *“42) Every insured bank shall display at each place of business main-
tained by it a sign or signs, and shall include in advertisements relating
to deposits a statement to the effect that its deposits are insured by the
Corporation. The board of directors shall prescribe by regulation the forms
of such signs and the manner of display and the substance of such statements
and the manner of use. For each day an insured bank continues to violate
any provision of this paragraph or any lawful provision of said regulations,
it shall be subject to a penalty of not more than $100, recoverable by the
Corporation for its use, o T

““(3) No insured bank shall pay any dividends on its capital stock or
interest on its capital notes or debentures (if such interest is required to be
paid only out of net porfits) while it remains in default in the payment
of any assessment due to the Corporation; and any director or officer of any
insured bank who participates in the declaration or payment of any such
dividend shall, upon conviction, be fined not more than $1,000, or im-
prisoned not more than one year, or both: Provided, That if such default is
due to a dispute between the insured bank and the Corporation over the
amount of such assessment, this paragraph shall not apply, if such bank
shall deposit security satisfactory to the Corporation for payment upon
final determination of the issue.

***(4) Unless, un addition to compliance with other provisions of law,
it shall have the prior written consent of the Corporation, no insured bank
shall enter into any consolidation or merger with any noninsured bank, or
assume liability to pay any deposits made in any noninsured bank, or trans-
fer assets to any noninsured bank in consideration of the assumption of
liability for any portion of the deposist made in such insured bank, and no
insured State nonmember bank (except a District bank) without such con-
sent shall reduce the amount or retire any part of its common or preferred
capital stock, or retire any part of its capital notes or debentures.

** *(5) No State nonmember insured bank (except a District bank) shall
establish and operate any new branch after thirty days after the effective
date unless it shall have the prior written consent of the Corporation, and
no branch of any State nonmember insured bank shall be moved from one
location to another after thirty days after the effective ‘date without such
consent. The factors to be considered in granting or withholding the
consent of the Corporation under this paragraph shall be those enumerated
in subsection (g) of this section. sl

*“*(6) The Corporation may require any insured bank to provide protec-
tion and indemnity against burglarly, defalcation, and other similar insur-
able losses. Whenever any insured bank refuses to comply with any such
requirement the Corporation may contract for such protection and in-
demnity and add the cost thereof to the assessment otherwise payable by
such bank.
be ** *(7) Whenever any insured bank (except a national bank or a District
bank), after written notice of the recommendations of the Corporation
based on a report of examination of such bank by an examiner of the Cor-
boration, shall fail to comply with such recommendation within one hundred
and twenty days after such notice, the Corporation shall have the power,
and is hereby authorized, to publish only such part of such report of
examination as relates to any recommendation not complied with: Provided,
That notice of intention to make such publication shall be given to the
bank at least ninety days before such publication is made.

** (8) The board of directors shall by regulation prohibit the payment
of interest on demand deposits in insured nonmember banks and for such
purpose it may define the term *‘demand deposits'’; but such exceptions
from this prohibition shall be made as are now or may hereafter be pre-
scribed with respect to deposits payable on demand in member banks by
section 19 of this Act, as amended, or by regulation of the Board of Gover-
nors of the Federal Reserve System. The board of directors shall from
time to time limit by regulation the rates of interest or dividends which
may be paid by insured nonmember banks on time and savings deposits,
but such regulations shall be consistent with the contractual obligations of
such banks to their depositors. For the purpose of fixing such rates of
interest or dividends, the board of directors shall by regulation prescribe
different rates for such payment on time and savings deposits having
different maturities, or subject to different conditions respecting with-
drawal or repayment, or subject to differenv conditions by reason of dif-
ferent locations, or according to the varying discount rates of member banks
in the several Federal Reserve districts. The board of directors shall by
regulation define what constitutes time and savings deposits in an insured
nonmember bank. Such regulations shall prohibit any insured nonmember
bank from paying any time deposit before its maturity except upon such
conditions and in accordance with such rules and regulations as may be
prescribed by the board of directors, and from waiving any requirement
of notice before payment of any savings deposit except as to all savings
deposits having the same requirement. For each violation of any provision
of this paragraph or any lawful provision of such regulations relating to the
payment of interest or dividends on deposits or to withdrawal of deposits,
the offending bank shall be subject to a penalty of not more than $100,
recoverable by the Corporation for its use.

** “(w) The provisions of sections 112, 113, 114, 115, 1°6, and 117 of the
Criminal Code of the United States (U. S. O., title 18, ch. 5, secs. 202 to
207, inclusive) , inso far as applicable, are extended to apply to contracts or
agreements with the Corporation under this section, which for the purposes
thereof shall be held to include loans, advances, extensions, and renewals
thereof, and acceptances, releases, and substitutions of security therefor,
purchases or sales of assets, and all ocntracts and agreements pertaining
to the same.

*“ ‘(x) The Secret Service Division of the Treasury Department is au-
thorized to detect, arrest, and deliver into the custody of the United States
marshall having jurisdiction any person committing any of the offenses
punishable under this section,

“'(y) (1) No State bank which during the calendar year 1941 or any
succeeding calendar year shall have average deposits of $1,000,000 or more
shall be an insured bank or continue to have any part of its deposits insured
after July 1 of the year following any such calendar year during which it shall
have had such amount of average deposits, unless such bank shall be a mem-
ber of the Federal Reserve System: Provided, That for the purposes of this
paragraph the term “State bank” shall not include a savings bank, a mutual

savings bank, a Morris Plan bank or other incorporated banking institution *

engaged only in a business similar to that transacted by Morris Plan banks, a
State trust company doing no commercial banking business, or a bank
located in Hawaii, Alaska, Puerto Rico, or the Virgin Islands.

* *(2) Itis not the purpose of this section to discriminate, in any manner,
against State nonmember, and in favor of, national or member banks;
but the purpose is to provide all banks with the same opportunity to obtain
and enjoy the benefits of this section. No bank shall be discriminated
against because its capital stock is less than the amount required for eligi-
bility for admission into the Federal Reserve System.

** (z) The provisions of this section limiting the insurance of the deposits
of any depositor to a maximum less than the full amount shall be inde-
pendent and separable from each and all of the provisions of this section.’
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“TITLE II—AMENDMENTS TO THE FEDERAL RESERVE ACT

“‘Section 201. Paragraph ‘Fifth' of section 4 of the Federal Reserve Act,
as amended, is amended, effective March 1, 1936, to read as follows:

** ‘Fifth. To appoint by its board of directors a president, vice presidents,
and such officers and employees as are not otherwise provided for in this
Act, to define their duties, require bonds for them and fix the penalty thereol
and to dismiss at pleasure such officers or employees. The president
shall be the chief executive officer of the bank and shall be appointed by the
board of directors, with the approval of the Board of Governors of the
Federal Reserve System, for a term of five years; and all other executive
officers and all employees of the bank shall be directly responsible to him.
The first vice president of the bank shall be appointed in the same manner
and for the same term as the president, and shall, in the absence or dis-
ability of the president or during a vacancy in the office of president, serve
as chief executive officer of the bank. Whenever a vacancy shall occur in
the office of the president or the first vice president, it shall be filled in the
manner provided for original appointments: and the person so appointed
shall hold office until the expiration of the term of his predecessor.’

“‘Sec. 202. Section 9 of the Federal Reserve Act, as amended, is amended
by inserting after the tenth paragraph thereof the following new paragraph:

‘“‘In order to facilitate the admission to membership in the Federal
Reserve System of any State bank which is required under subsection (y)
of section 12B of this Act to become a member of the Federal Reserve
System in order to be an insured bank or continue to have any part of its
deposits insured under such section 12B, the Board of Governors of the
Federal Reserve System may waive in whole or in part the requirements
of this section relating to the admission of such bank to membership:
Provided, That, if such bank is admitted with a capital less than that re-
quired for the organization of a national bank in the same place and its
capital and surplus are not, in the judgment of the Board of Governors of
the Federal Reserve System, adequate in relation to its liabilities to de-
positors and other creditors, the said Board may, in its discretion, require
such bank to increase its capital and surplus to such amount as the Board
may deem necessary within such period prescribed by the Board as in its
judgment shall be reasonable in view of all the circumstances: Provided,
however, That no such bank shall be required to increase its capital to an
amount in excess of that required for the organization of a national banlk
in the same place.’

“Sec. 203. (a) Hereafter the Federal Reserve Board shall be known as
the ‘Board of Governors of the Federal Reserve System,’ and the governor
and the vice governor of the Federal Reserve Board shall be known as the
‘chairman’ and the ‘vice chairman,’ respectively, of the Board of Governors
of the Federal Reserve System.

““(b) The first two paragraphs of section 10 of the Federal Reserve Act,
as amended, are amended to read as follows:

*“*Sec. 10. The Board of Governors of the Federal Reserve System
(hereinafter referred to as the **Board'’) shall be composed of seven members,
to be appointed by the President, by and with the advice and consent
of the Senate, after the date ol enactment of the Banking Act of 1935 for
terms of fourteen years except as hereinafter provided, but each appointive
member of the Federal Reserve Board in office on such date shall continue
to serve as a member of the Board until February 1, 1936, and the Sec-
retary of the Treasury and the Comptroller of the Currency shall continue
to serve as members of the Board until February 1, 1936. In sglecting the
members of the Board, not more than one of whom shall be selected from
any one Federal Reserve district, the President shall have due regard to a
fair representation of the financial, agricultural, industrial, and commercial
interests, and geographical divisions of the country. The members of the
Board shall devote their entire time to the business of the Board and shall
each receive an annual salary of $15,000, payable monthly, together with
actual necessary traveling expenses.

** “The members of the Board shall be ineligible during the time they are

in office and for two years thereafter to hold any office, position, or employ=-
ment in any member bank, except that this restriction shall not aplpy to
a member who has served the full term for which he was appointed. Upon
the expiration of the term of any appointive member of the Federal Reserve
Board in office on the date of enactment of the Banking Act of 1935, the
President shall rix the term of the successor to such member av not to exceed
fourteen years, as designated by the President at the time of nomination,
but in such manner as to provide for the expiration of the term of not
more than one member in any two-year period, and thereafter each member
shall hold office for a term of fourteen years from the expiration of the
term of his predecessor, unless sooner removed for cause by the President.
Of the persons thus appointed, one shall be designated by the President as
chairman and one as vice chairman of the Board, to serve as such for a term
of four years. The chairman of the Board, subject to its supervision, shall
be its active executive officer. Each member of the Board shall within
fifteen days after notice of appointment make and subscribe to the oath
of office. Upon the expiration of their terms of office, members of the Board
shall continue to serve until their successors are appointed and have quali-
fied. Any person appointed as a member of the Board{after the date of
enactment of the Banking Act of 1935 shall not be eligible for reappoint-
ment as such member after he shall have served a full term of fourteen
Yyears.'
*(c) The fourth paragraph of section 10 of the Federal Reserve Act, as
amended, is amended by striking out the second, third, and fourth sentences
thereof and inserting in lieu thereof the following: ‘At meetings of the Board
the chairman shall preside, and, in his absence, the vice chairman shall
preside. In the absence of the chairman and the vice chairman, the Board
shall elect a member to act as chairman pro tempore.”

*(d) Section 10 of the Federal Reserve Act, as amended, is further
amended by adding at the end thereof the following new paragraph:

' “The Board of Governors of the Federal Reserve System shall keep a
complete record of the action taken by the Board and by the Federal
Open Market Committee upon all questions of policy relating to open~
market operations and shall record therein the votes taken in connection
with the determination of open-market policies and the reasons underlying
the action of the Board and the Committee in each instance. The Board
shall keep a similar record with respect to all questions of policy determined
by the Board, and shall include in its annual report to the Congress a full
account of the action so taken during the preceding year with respect to
open-market policies and operations and with respect to the policies deter-
mined by it and shall include in such report a copy of the records required
to ke kept under the provisions of this paragraph.’

“Sec. 204. Section 10 (b) of the Federal Reserve Act, as amended, is
amended to read as follows:

**Sec. 10 (b). Any Federal Reserve bank, under rulss and regulations
prescribed by the Board of Governors of the Federal Reserve System, may
make advances to any member bank on its time or demand notes having
maturities of not more than four months and which are secured to the
satisfaction of such Federal Reserve bank. Each such note shall bear in-
terest at a rate not less than one-half of 1 per centum per annum higher than
the highest discount rate in effect at such Federal Reserve bank on the date
of such note.”
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“‘Sec. 205. Section 12A of the Federal Reserve Act, as amended, is
amended, effective March 1, 1936, to read as follows:

““‘Sec. 12A. (a) There is hereby created a Federal Open Market Com-
mittee (hereinafter referred to as the ‘‘Committee’), which shall consist of
the members of the Board of Governors of the Federal Reserve System and
five representatives of the Federal Reserve banks to be selected as herein-
after provided. Such representatives of the Federal Reserve banks shall
be elected annually as follows: One by the boards of directors of the Federal
Reserve Banks of Boston and New York, one by the boards of directors
of the Federal Reserve Banks of Philadelphia and Cleveland, one by the
boards of directors of the Federal Reserve Banks of Chicago and Saint
Louis, one by the boards of directors of the Federal Reserve Banks of Rich-
mond, Atlanta, and Dallas, and one by the boards of directors of the
Federal Reserve Banks of Minneapolis, Kansas City, and San Francisco.
An alternate to serve in the absence of each such representative shall be
elected annually in the same manner. The meetings of said Committee
shall be held at Washington, District of Columbia, at least four times each
year upon the call of the chairman of the Board of Governors of the Federal
Reserve System or at the request of any three members of the Committee.

““*(b) No Federal Reserve bank shall engage or decline to engage in
open-market operations under section 14 of this Act except in accordance
with the direction of and regulations adopted by the Committee. The
Committee shall consider, adopt, and transmit to the several Federal
Reserve banks, regulations relating to the open-market transactions of such
banks,

*“‘(¢) The time, character, and volume of all purchases and sales of paper
prescribed in section 14 of this Act is eligible for open-market operations
shall be governed with a view to accommodating commerce and business
and with regard to their bearing upon the general credit situation of the
country.’

“Sec. 206. (a) Subsection (b) of section 14 of the Federal Reserve
Act, as amended, is amended by inserting before the semicolon at the end
thereof a colon and the following: ‘ Provided, That any bonds, notes, or other
obligations which are direct obligations of the United States or which are
fully guaranteed by the United States as to principal and interest may be
bought and sold without regard to maturities but only in the open market.'

‘(b) Subsection (d) of section 14 of the Federal Reserve Act, as amended,
by adding at the end thereof the following: ‘but each such bank shall establish
such rates every fourteen days, or oftener if deemed necessary by the
Board;'.

“Sec. 207. The sixth paragraph of section 19 of the Federal Reserve
Act, as amended, is amended to read as follows:

“ ‘Notwithstanding the other provisions of this section, the Board of
Governors of the Federal Reserve System, upon the affirmative vote of not
less than four of its members, in order to prevent injurious credit expansion
or contraction, may by regulation change the requirements as to reserves
to be maintained against demand or time deposits or both by member banks
in reserve and central reserve cities or by member banks not in reserve or
central reserve cities or by all member banks; but the amount of the reserves
required to be maintained by any such member bank as a result of any such
change shall not be less than the amount of the reserves required by law to
be maintained by such banks on the date of enactment of the Banking Act
of 1935 nor more than twice such amount.’,

“Sec. 208. The first paragraph of section 24 of the Federal Reserve Act,
as amended, is amended to read as follows:

“¢Sec. 24. Any national banking association may make real-estate loans
secured by first liens upon improved real estate, including improved farm
land and improved business and residential properties. A loan secured by
real estate within the meaning of this section shall be in the form of an obliga~
tion or obligations secured by mortgage, trust deed, or other such instru-~
ment upon real estate, and any national banking association may purchase
any obligation so secured when the entire amount of such obligations is sold
to the association. The amount of any such loan hereafter made shall not
exceed 50 per centum of the appraised value of the real estate offered as
security and no such loan shall be made for a longer term than five years;
except that (1) any such loan may be made in an amount not to exceed 60
per centum of the appraised value of the real estate offered as security and
for a term not longer than ten years if the loan is secured by an amortized
mortgage, deed of trust, or other such instrument under the terms of which
the installment payments are sufficient to amortize 40 per centum or more
of the principal of the loan within a period of not more than ten years, and
(2) the foregoing limitations and restrictions shall not prevent the renewal
or extension of loans heretofore made and shall not apply to real-estate loans
which are insured under the provisions of Title IT of the National Housing
Act. No such association shall make such loans in an aggregate sum in
excess of the amount of the capital stock of such association paid in and
unimpaired plus the amount of its unimpaired surplus fund, or in excess
of 60 per centum of the amount of its time and savings deposits, whichever
is the greater. Any such association may continue hereafter as heretofore
to receive time and savings deposits and to pay interest on the same, but the
rate of interest which such association may pay upon such time deposits or
upon savings or other deposits shall not exceed the maximum rate au-
thorized by law to be paid upon such deposits by State banks or trust com-
panies organized under the laws of the State in which such associatoin is
located.’

. “Sec. 209. Section 325 of the Revised Statutes is amended to read as
ollows:

“ ‘Sac. 325. The Comptroller of the Currency shall be appointed by the
President, by and with the advice and consent of the Senate, and shall
hold his office for a term of five years unless sooner removed by the President
upon reasons to be communicated by him to the Senate; and he shall re-
ceive a salary at the rate of $15,000 a year."

“TITLE 11I—TECHNICAL AMENDMENTS TO THE BANKING LAWS

“Section 301. Subsection (c) of section 2 of the Banking Act of 1933, as
amended, is amended by adding at the end thereof the following paragraph:

 “Notwithstanding the foregoing, the term ‘‘holding company affiliate™
shall not include (except for the purposes of section 23A of the Federal
Reserve Act, as amended) any corporation all of the stock of which is owned
by the United States, or any organization which is determined by the Board
of Governors of the Federal Reserve System not toibe engaged, directly or
indirectly, as a business in holding the stock of, or managing or controlling,
banks, banking associations, savings banks, or trust companies.’

“Sec. 302. The first paragraph of section 20 of the Banking Act of 1933,
as amended, is amended by inserting before the period at the end thereof a
colon and the following: ‘Provided, That nothing in this paragraph shall
apply to any such organization which shall have beeh placed in formal
liquidation and which shall transact no business except such as may be
incidental to the liquidation of its affairs.’

“Sec. 303. (a) Paragraph (1) of subsection (a) of section 21 of the Bank-
ing Act of 1933, as amended, is amended by inserting before the semicolon
at the end thereof a colon and the following: ‘Provided, That the provisions
of this paragraph shall not prohibit national banks or State banks or trust
companies (whether or not members of the Federal Reserve System) or
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other financial institutions or private bankers from dealing in, underwriting,
purchasing, and selling investment securities to the extent permitted to
national banking associations by the provisions of section 5136 of the
Revised Statutes, as amended (U. S. C., title 12, sec. 24; Supp. VII, title
12, sec. 24): Provided further, That nothing in this paragraph shall be con-
strued as affecting in any way such right as any bank, banking association,
savings bank, trust company, or other banking institution, may otherwise
possess to sell, without recourse or agreement to repurchase, obligations
‘evidencing loans on real estate.’

*(b) Paragraph (2) of subsection (a) of such section 21 is amended to
read as follows:

“ 4(2) For any person, firm, corporation, association, business trust, or
other similar organization to engage, to any extent whatever with others
than his or its officers, agents or employees, in the business of receiving
deposits subject to check or to repayment upon presentation of a pass book,
certificate of deposit, or other evidence of debt, or upon request of the de-
positor, unless such person, firm, corporation, association, business trust,
or other similar organization (A) shall be incorporated under, and author-
ized to engage in such business by, the laws of the United States or of any
State, Territory, or District, or (B) shall be permitted by any State,
Territory, or District to engage in such business and shall be subjected by
the law of such State, Territory, or District to examinationh and regulation,
or (C) shall submit to periodic examination by the banking authority of the
State, Territory, or District where such business is carried on and shall
make and publish periodic reports of its condition, exhibiting in detail its
resources and liabilities, such examination and reports to be made and
published at the same times and in the same manner and under the same
conditions as required by the law of such State, Territory, or District in the
case of incorporated banking institutions engaged in such business in the
samelicality.'

“Sec. 304, Section 22 of the Banking Act of 1933, as amended, is amended
by adding at the end thereof the following sentences: ‘Such additional
liability shall cease on July 1, 1937, with respect to all shares issued by any
association which shall be transacting the business of banking on July 1,
1937: Provided, That not less than six months prior to such date, such
association shall have caused notice of such prospective termination of
liability to be published in a newspaper published in the city, town, or county
in which such association is located, and if no newspaper is published in
such city, town, or county, then in a newspaper of general circulation
therein, If the association fail to give such notice as and when above
provided, a termination of such additional liability may thereafter be ac-
complished as of the date six months subsequent to publication, in the
manner above provided.”

“Sec. 305. Paragraph (c¢) of section 5155 of the Revised Statutes, as
amended (U. 8. C., Supp. VII, title 12, sec. 36), is amended (1) by in-
serting after the first sentence thereof the following new sentence: ‘In any
State in which State banks are permitted by statutelaw to maintain branches
within county or greater limits, if no bank is located and doing business in
the place where the proposed agency is to be located, any national banking
association situated in such State may, with the approval of the Comptroller
of the Currency, establish and operate, without regard to the capital re-
quirements of this section, a seasonal agency in any resort community within
the limits of the county in which the main office of such association is
located, for the purpose of receiving and paying out deposits, issuing and
cashing checks and drafts, and doing business incident thereto: Provided,
That any permit issued under this sentence shall be revoked upon the
opening of a State or national bank in such community.’; and (2) by striking
out the first word in the last sentence of such paragraph (c¢) and inserting
in lieu thereof the following: ‘Except as provided in the immediately pre-
ceding sentence, no'. :

““Sec. 306. Section 4 of the Act entitled ‘An Act to amend section 12B
of the Federal Reserve Act so as to extend for one year the temporary
plan for deposit insurance, and for other purposes’, approved June 16,
1934 (48 Stat. 969), is amended to read as follows:

“ ‘Qac. 4. So much of section 31 of the Banking Act of 1933, as amended,
as relates to stock ownership by directors, trustees, or members of similar
governing bodies of any national banking association, or of any State
bank or trust company which is a member of the Federal Reserve System,
is hereby repealed.’

“Sec. 307. Effective January 1, 1936, section 32 of the Banking Act
of 1933, as amended, is amended to read as follows:

“ ‘3ec. 32. No officer, director, or employee of any corporation or unin-
corporated association, no partner or employee of any partnership, and
no individual, primarily engaged in the issue, flotation, underwriting,
public sale, or distribution, at wholesale or retail, or through syndicate
participation, of stocks, bonds, or other similar securities, shall serve the
same time as an officer, director, or employee of any member bank except
in limited classes of cases in which the Board of Governors of the Federal
Reserve System may allow such service by general regulations when in
the judgment of the said Board it would not unduly influence the invest~
ment policies of such member bank or the advice it gives its customers
regarding investments."

“Sec. 308. (a) The second sentence of paragraph Seventh of section
5136 of the Revised Statutes, as amended (U. 8. C., Supp. VII, title 12,
sec. 24), is amended to read as follows: ‘The business of dealing in se-
curities and stock by the association shall be limited to purchasing and
selling such securities and stock without recourse, solely upon the order,
and for the account of, customers, and in no case for its own account, and
the association shall not underwrite any issue of securities or stock: Pro-
vided, That the association may purchase for its own account investment
securities under such limitations and restrictions as the Comptroller of the
Currency may by regulation prescribe. In no event shall the total amount
of the investment securities of any one obligor or maker, held by the asso-
ciation for its own account, exceed at any time 10 per centum of its capital
stock actually paid in and unimpaired and 10 per centum of its unimpaired
surplus fund, except that this limitation shall not require any association
to dispose of any securities lawfully held by it on the date of enactment
of the Banking Act of 1935."

“(b) The fourth sentence of such paragraph Seventh is amended to
read as follows: ‘Except as hereinafter provided or otherwise permitted
by law, nothing herein contained shall authorize the purchase by the
association for its own account of any shares of stock of any corporation.”

““(¢) The last sentence of such paragraph Seventh is amended by in-
serting before the colon after the words ‘Home Owners' Loan Corporation®
a comma and the following: ‘or obligations which are insured by the
Federal Housing Administrator pursuant to section 207 of the National
Housing Act, if the debentures to be issued in payment of such insured
obligations are guaranteed as to principal and interest by the United
States.’ .

“Sec. 300. Section 5138 of the Revised Statutes, as amended (U. S. C.,
Supp. VII, title 12, sec. 51), is amended by adding the following sentences
at the end thereof: ‘No such association shall hereafter be authorized to
commence the business of banking until it shall have a paid-in surplus
equal to 20 per centum of its capital: Provided, That the Comptroller of
the Currency may waive this requirement as to a State bank converting
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into a national banking association, but each such State bank which is
converted into a national banking association shall, before the declaration
of a dividend on its shares of common stock, carry not less than one-half
part of its net profits of the preceding half year to its surplus fund until
it shall have a surplus equal to 20 per centum of its capital: Provided, That
for the purposes of this section any amounts paid into a fund for the retire-
ment of any preferred stock of any such converted State bank out of its
net earnings for such half-year period shall be deemed to be an addition
to its surplus fund if, upon the retirement of such preferred stock, the
amount so paid into such retirement fund for such period may then properly
be carried to surplus. In any such case the converted State bank shall
be obligated to transfer to surplus the amount so paid into such retirement
fund for such period on account of the preferred stock as such stock is
retired.’

‘“‘Sec. 310. (a) Thelast paragraph of section 5139 of the Revised Statutes
as amended (U. S. O., Supp. VII, title 12, sec. 52), is amended to read
as follows:

““ ‘After the date of the enactment of the Banking Act of 1935, no
certificate evidencing the stock of any such association shall bear any
statement purporting to represent the stock of any other corporation,
except a member bank or a corporation engaged on June 16, 1934 in holding
the bank premises of such association, nor shall the ownership, sale, or
transfer of any certificate representing the stock of any such association
be conditioned in any manner whatsoever upon the ownership, sale, or
transfer of a certificate representing the stock of any other corporation,
except a member bank or a corporation engaged on June 16, 1934 in
holding the bank premises of such association: Provided, That this section
shall not operate to prevent the ownership, sale, or transfer of stock of
any other corporation being conditioned upon the ownership, sale, or
transfer of a certificate representing stock of a national banking association."

‘/(b) The nineteenth paragraph of section 9 of the Federal Reserve
Act, as amended, is amended to read as follows:

‘‘ ‘After the date of the enactment of the Banking Act of 1935, no cer-
tificate evidencing the stock of any State member bank shall bear any
statement purporting to represent the stock of any other corporation, except
a member bank or a corporation engaged on June 16, 1934 in holding
the bank premises of such member bank, nor shall the ownership, sale, or
transfer of any certificate representing the stock of any State member bank
be conditioned in any manner whatsoever upon the ownership, sale, or
transfer of a certificate representing the stock of any other corporation,
except a member bank or a corporation engaged on June 16, 1934 in
holding the bank premises of such member bank: Provided, That this
section shall not operate to prevent the ownership, sale, or transfer of
stock of any other corporation being conditioned upon the ownership,
sale, or transfer of a certificate representing stock of a State member bank.”

“Sec. 311. (a) The first paragraph of section 5144 of the Revised
Statutes, as amended (U. 8. C., Supp. VII, title 12, sec. 61), is amended
to read as follows:

*“ ‘Sec. 5144. In all elections of directors, each shareholder shall have
the right to vote the number of shares owned by him for as many persons
as there are directors to be elected, or to cumulate such shares and give
one candidate as many votes as the number of directors multiplied by the
number of his shares shall equal, or to distribute them on the same prin-
ciple among as many candidates as he shall think fit; and in deciding all
other questions at meetings of shareholders, each shareholder shall be
entitled to one vote on each share of stock held by him; except that (1)
this shall not be construed as limiting the voting rights of holders of pre-
ferred stock under the terms and provisions of articles of association, or
amendments thereto, adopted pursuant to the provisions of section 302 (a)
of the Emergency Banking and Bank Conservation Act, approved March 9,
1933, as amended, (2) in the election of directors, shares of its own stock
held by a national bank as sole trustee, whether registered in its own
name as such trustee or in the name of its nominee, shall not be voted by
the registered owner unless under the terms of the trust the manner in
which such shares shall be voted may be determined by a donor or bene-
ficiary of the trust and unless such donor or beneficiary actually directs
how such shares shall be voted, (3) shares of its own stock held by a national
bank and one or more persons as trustees may be voted by such other
person or persons, as trustees, in the same manner as if he or they were the
sole trustee, and (4) shares controlled by any holding company .affiliate of
a national bank shall not be voted unless such holding company affiliate
shall have first obtained a voting permit as hereinafter provided, which
permit is in force at the time such shares are voted, but such holding com-
pany affiliate may, without obtaining such permit, vote in favor of placing
the association in voluntary liquidation or taking any other action per-
taining to the voluntary liquidation of such association. Shareholders
may vote by proxies duly authorized in writing; but no officer, clerk, teller,
or bookkeeper of such bank shall act as proxy; and no shareholder whose
liability is past due and unpaid shall be allowed to vote. Whenever shares
of stock cannot be voted by reason of being held by the bank as sole trustee,
such shares shall be excluded in determining whether matters voted upon
by the shareholders were adopted by the erquisite percentage of shares.”

*“(b) The first sentence of the third paragraph of such section 5144 is

amended to read: “Any such holding company affiliate may make applica~
tion to the Board of Governors of the Federal Reserve System for a voting
permit entitling it to vote the stock controlled by it at any or all meetings
of shareholders of such bank or authorizing the trustee or trustees holding
the stock for its benefit or for the benefit of its shareholders so to vote the
same."
‘“(c) Section 5144 of the Revised Statutes, as amended, is further
amended by adding at the end of subsection (¢) thereof the following:
‘and the provisions of this subsection, instead of subsection (b), shall
apply to all holding company affiliates with respect to any shares of bank
stock owned or controlled by them as to which there is no statutory liability
imposed upon the holders of such bank stock;'.

‘‘Sec. 312. Section 5154 of the Revised Statutes, as amended (U. 8. C.,
title 12, sec. 35), is amended by adding at the end thereof the following
paragraph;

*“ “The Comptroller of the Currency may, in his discretion and subject
to such conditions as he may prescribe, permit such .converting bank
to retain and carry at a value determined by the Comptroller such of
the assets of such converting bank as do not conform to the legal require-
ments relative to assets acquired and held by national banking associations.

“Sec. 313. Section 5162 of the Revised Statutes (U. 8. C., title 12,
sec. 170) is amended by adding at the end thereof the following paragraph:

** “The Comptroller of the Currency may designate one or more persons
to countersign in his name and on his behalf such assignments or transfers
of bonds as require his countersignature.’

“‘Sec. 314. Section 5197 of the Revised Statutes, as amended (U. S. C.,
Supp. VII, title 12, sec. 85), is amended by inserting after the second
sentence thereof the following new sentence: ‘The maximum amount of
interest or discount to be charged at a branch of an association located
outside of the States of the United States and the District of Columbia
shall be at the rate allowed by the laws of the country, territory, de-
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pendency, province, dominion, insular possession, or other political sub-
division where the branch is located."

“Sec. 315. Section 5199 of the Revised Statutes (U. S. C., title 12, sec.
60), is amended to read as follows:

‘“‘Sec. 5199. The directors of any association may, semiannually, de-
clare a dividend of so much of the net profits of the association as they
shall judge expedient; but each association shall, before the declaration
of a dividend on its shares of common stock, carry not less than one-tenth
part of its net profits of the preceding half year to its surplus fund until
the same shall equal the amount of its common capital; Provided, That
for the purposes of this section, any amounts paid into a fund for the
retirement of any preferred stock of any such association out of its net
earnings for such half-year period shall be deemed to be an addition to its
surplus fund if, upon the retirement of such preferred stock, the amount
s0 paid into such retirement fund for such period may then properly be
carried to surplus. In any such case the association shall be obligated
to transfer to surplus the amounts so paid into such retirement fund for
such period on account of the preferred stock as such stock is retired.’

“Sec. 316. Section 5209 of the Revised Statutes (U. 8. C., title 12,
sec. 592), is hereby amended by inserting after the words ‘known as the
Federal Reserve Act,’ the words ‘or of any national banking association,
or of any insured bank as defined in subsection (c) of section 12B of the
Federal Reserve Act’; and by inserting after the words ‘such Federal Reserve
bank or member bank’', wherever they appear in such section, the words
‘or such national banking association or insured bank'; and by inserting
after the words ‘or the Comptroller of the Currency’, the words ‘or the
Federal Deposit Insurance Corporation.’

“S8ec. 317. Section 5220 of the Revised Statutes (U. 8. C., title 12,
sec. 181), is amended by adding at the end thereof the following paragraph:

‘* ‘The shareholders shall designate one or more persons to act as liquidat-
ing agent or committee, who shall conduct the liquidation in accordance
with law and under the supervision of the board of directors, who shall
require a suitable bond to be given by said agent or committee. The
liquidating agent or committee shall render annual reports to the Comp-
troller of the Currency on the 31st day of December of each year showing
the progress of said liquidation until the same is completed. The liquidating
agent or committee shall also make an annual report to a meeting of the
shareholders to be held on the date fixed in the article of association for
the anual meeting, at which meeting the shareholders may, if they see fit,
by a vote representing a majority of the entire stock of the bank, remove
the liquidating agent or committee and appoint one or more others in
place thereof. A special meeting of the shareholders may be called at any
time in the same manner as if the bank continued an active bank and at
said meeting the shareholders may. by vote of the majority of the stock,
remove the liquidating agent or committee. The Comptroller of the
Currency is authorized to have an examination made at any time into
the affairs of the liquidating bank until the claims of all creditors have
been satisfied, and the expense of making such examinations shall be
assessed against such bank in the same manner as in the case of examina-
tions made pursuant to section 5240 of the Revised Statutes, as amended
(U. 8. C., title 12, secs. 484, 485; Supp. VII, title 12, secs. 481-483)."

“‘Sec. 318. Section 5243 of the Revised Statutes (U. S. C., title 12,
sec. 583) is amended by striking out the semicolon therein and all that
precedes it and substituting the following:

*“ ‘Sec. 5243. The use of the word *national”, the word “Federal"Jor
the words ‘‘United States', separately, in any combination thereof, or'in
combination with other words or syllables, as part of the name or title
used by any person, corporation, firm, partnership business trust associa-
tion or other business entity doing the business of bankers, brokers or
trust or savings institutions is prohibited except where such institution
is organized under the laws of the United States or is otherwise permitted
by the laws of the United States to use such name or title, or is lawfully
using such name or title on the date when this section, as amended, takes
effect;’.

“Sec. 319. (a) Section 5 of the Federal Reserve Act, as amended, is
amended by striking out the last three sentences thereof and inserting
in lieu thereof the following: ‘When a member bank reduces its capital
stock or surplus it shall surrender a proportionate amount of its holdings
in the capital stock of said Federal Reserve bank. Any member bank
which holds capital stock of a Federal Reserve bank in excess of the amount
required on the basis of 6 per centum of its paid-up capital stock and
surplus shall surrender such excess stock. When a member bank volun-
tarily liquidates it shall surrender all of its holdings of the capital stock
of said Federal Reserve bank and be released from its stock subscription
not previously called. In any such case the shares surrendered shall be
canceled and the member bank shall receive in payment therefor, under
regulations to be prescribed by the Board of Governors of the Federal
Reserve System, a sum equal to its cash-paid subscriptions on the shares
surrendered and one-half of 1 per centum a month from the period of the
last dividend, not to exceed the book value thereof, less any liability of
such member bank to the Federal Reserve bank.'

*(b) Section 6 of the Federal Reserve Act, as amended, is amended
by striking out the last paragraph thereof.

“‘Sec. 320. The fifth paragraph of section 9 of the Federal Reserve
Act, as amended, is amended by adding at the end thereof, the following
sentence: ‘Such reports of condition shall be in such form and shall contain
such information as the Board of Governors of the Federal Reserve System
may require and shall be published by the reporting banks in such manner
and in accordance with such regulations as the said Board may prescribe.’

“Sec. 321. (a) The first sentence of paragraph (m) of section 11 of
the Federal Reserve Act, as amended, is amended by inserting before the
period at the end thereof a colon and the following: ‘Provided, That with
respect to loans represented by obligations in the form of notes secured
by not less than a like amount of bonds or notes of the United States
issued since April 24, 1917, certificates of indebtedness of the United
States, Treasury bills of the United States, or obligations fully guaranteed
both as to principal and interest by the United States, such limitation
of 10 per centum on loans to any person shall not apply, but State member
banks shall be subject to the same limitations and conditions as are appli-
cable in the case of national banks under paragraph (8) of section 5200 of
the Revised Statutes, as amended (U. 8. O., Supp. VII, title 12, sec. 84)".

“‘(b) Paragraph (8) of section 5200 of the Revised Statutes, as amended
(U. 8. C., Supp. VII, title 12, sec. 84), is amended by inserting after the
comma following the words ‘certificates of indebtedness of the United States’,
the words *Treasury bills of the United States, or obligations fully guaranteed
both as to principal and interest by the United States.’

“‘Sec. 322, The third paragraph of section 13 of the Federal Reserve
Act, as amended, is amended by changing the words ‘indorsed and other-
wise secured to the satisfaction of the Federal Reserve bank’ in that para-
graph to read ‘indorsed or otherwise secured to the satisfaction of the
Federal Reserve bank.’

*‘Sec. 323. Subsection (e) of section 13b of the Federal Reserve Act,
as amended, is amended by striking out ‘upon the date this section takes
effect’, and inserting in lieu thereof ‘on and after June 19, 1934'; and by
striking out ‘the par value of the holdings of each Federal Reserve bank of
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Federal Deposit Insurance Corporation stock', and inserting in lieu thereof
‘the amount paid by each Federal Reserve bank for stock of the Federal
Deposit. Insurance Corporation’.

*‘Sec. 324. (a) The first paragraph of section 19 of the Federal Reserve
Act, as amended, is amended to read as follows:

‘“ ‘Sec. 19. The Board of Governors of the Federal Reserve System
is authorized, for the purposes of this section, to define the terms ‘‘demand
deposits’’, ‘‘gross demand deposits’, ‘‘deposits payable on demand”, ‘‘time
deposits’’, “savings deposits”, and ‘‘trust funds’’, to determine what shall
be deemed to be a payment of interest, and to prescribe such rules and
regulations as it may deem necessary to effectuate the purposes of this section
and prevent evasions thereof: Provided, That, within the meaning of the
provisions of this section regarding the reserves required of member banks,
the term ‘‘time deposits’’ shall include *‘sayvings deposits’’.’

4 l'l‘(b) The tenth paragraph of such section 19 is amended to read as
ollows: g

“‘In estimating the reserve balances required by this Act, member
banks may deduct from the amount of their gtrss demand deposits the
amounts of balances due from other banks (except Federal Reserve banks
and foreign banks) and cash items in process of collection payable imme-
diately upon presentation in the United States, within the meaning of
téhese terms as defined by the Board of Governors of the Federal Reserve

ystem.'

*“(c) The last two paragraphs of such section 19 are amended to read
as follows:

** ‘No member bank shall, directly or indirectly, by any device what-
soever, pay any interest on any deposit which is payable on demand:
Provided, That nothing herein contained shall be construed as prohibiting
the payment of interest in accordance with the terms of any certificate
of deposit or other contract entered into in good faith which is in force
on the date on which the bank becomes subject to the provisions of this
paragraph; but no such certificate of deposit or other contract shall be
renewed or extended unless it shall be modified to conform to this para-
graph, and every member bank shall take such action as may be necessary
to conform to this paragraph as soon as possible consistently with its
contractual obligations: Provided further, That this paragraph shall not
apply to any deposit of such bank which is payable only at an office thereof
located outside of the States of the United States and the District of Co-
lumbia: Provided further, That until the expiration of two years after the
date of enactment of the Banking Act of 1935 this paragraph shall not
apply (1) to any deposit made by a savings bank as defined in section 12B
of this Act, as amended, or by a mutual savings bank, or (2) to any deposit
of public funds made by or on behalf of any State, county, school district,
or other subdivision or municipality, or to any deposit of trust funds if the
payment of interest with respect to such deposit of public funds or of trust
funds is required by State law. So much of existing law as requires the
payment of interest with respect to any funds deposited by the United
States, by any Territory, District or possession thereof (including the
Philippine Islands), or by any public instrumentality, agency, or officer
of the foregoing, as is inconsistent with the provisions of this section as
amended, is hereby repealed.

** “The Board of Governors of the Federal Reserve System shall from
time to time limit by regulation the rate of interest which may be paid
by member banks on time and savings deposits, and shall prescribe dif-
ferent rates for such payment on time and savings deposits having different
maturities, or subject to different conditions respecting withdrawal or re-
payment, or subject to different conditions by reason of different locations,
or according to the varying discount rates of member banks in the several
Federal Reserve districts. No member bank shall pay any time deposit
before its mgt,urity except upon such conditions and in accordance with
such rules and regulations as may be prescribed by the said Board, or
waive any requirement of notice before payment of any savings deposit
except as to all savings deposits having the same requirement: Provided,
That the provisions of this paragraph shall not apply to any deposit which
is payable only at an office of a member bank located outside of the States
of the United States and the District of Columbia.’

“(d) Such section 19 is amended by adding at the end théreof the following
new paragraph:

“ “Notwithstanding the provisions of the First Liberty Bond Act, as
amended, the Second Liberty Bond Act, as amended, and the Third Liberty
Bond Act, as amended, member banks shall be required to maintain the
same reserves against deposits of public moneys by the United States as
they are required by this section to maintain against other deposits.'

“'Sec. 325. Section 21 of the Federal Reserve Act, as amended, is amended
by adding at the end thereof the following paragraph:

“ “Whenever member banks are required to obfain reports from affiliates,
or whenever affiliates of member banks are required to submit to examina-
tion, the Board of Governors of the Federal Reserve System or the Comp-
troller of the Currency, as the case may be, may waive such requirements
with respect to any such report or examination of any affiliate if in the
judgment of the said Board or Comptroller, respectively, such report or
examination is not necessary to disclose fully the relations between such
affiliate and such bank and the effect thereof upon the affairs of such bank.'

“Sec. 326. (a) Subsection (a) of section 22 of the Federal Reserve Act,
as amended, is amended by inserting in the first paragraph thereof after
“No member bank’ the following: ‘and no insured bank as defined in sub-
section (c) of section 12B of this Act'; by inserting before the period at the
end of the first sentence of such paragraph ‘or assistant examiner, who
examines or has authority to examine such bank'; and by inserting after
‘any member bank’ in the second paragraph thereof ‘or insured bank'; by
inserting before the period at the end thereof ‘or Federal Deposit Insurance
Corporation examiner’; and by adding at the end of such subsection a new
paragraph, as follows:

* “Phe provisions of this subsection shall apply to all public examiners
and assistant examiners who examine member banks of the Federal Reserve
System or insured banks, whether appointed by the Comptroller of the
Currency, by the Board of Governors of the Federal Reserve System, by
a Federal Reserve agent, by a Federal Reserve bank, or by the Federal
Deposit Insurance Corporation, or appointed or elected under the laws
of any State; but shall not apply to private examiners or assistant ex-
aminers employed only by a clearing-house association or by the directors
of a bank.

“(b) Subsection (b) of such section 22 is amended by inserting therein
after ‘no national bank examiner’ the following: ‘and no Federal Deposit
Insurance Corporation examiner’; and by inserting after ‘member bank’
the following: ‘or insured bank’; and by inserting after ‘from the Comptroller
of the Currency,’ the following: ‘as to a national bank, the Board of Gover-
nors of the Federal Reserve System as to a State member bank, or the
Federal Deposit Insurance Corporation as to any other insured bank,'.

¢(¢) Subsection (g) of such section 22 is amended to read as follows:

«(g) No executive officer of any member bank shall borrow from or
otherwise become indebted to any member bank of which he is an executive
officer, and no member bank shall make any loan or extend credit in any
other manner to any of its own executive officers: Provided, That loans
made to any such officer prior to June 16 1933, may be renewed or extended
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for periods expiring not more than five years from such date where the
board of directors of the member bank shall have satisfied themselves that
such extension or renewal is in the best interest of the bank and that the
officer indebted has made reasonable effort to reduce his obligation, these
findings to be evidenced by resolution of the board of directors spread upon
the minute book of the bank: Provided further, That with the prior approval
of a majority of the entire board of directors, any member bank may extend
credit to any executive officer thereof, and such officer may become in-
debted thereto, in an amount not exceeding $2,500. If any executive
officer of any member bank borrow from or if he be or become indebted
to any bank other than a member bank of which he is an executive officer,
he shall make a written report to the board of directors of the member bank
of which he is an executive officer, stating the date and amount of such
loan or indebtedness, the security therefor, and the purpose for which the
proceeds have been or are to be used. Borrowing by, or loaning to, a
partnership in which one or more executive officers of a member bank
are partners having either individually or together a majority interest in
said partnership, shall be considered within the prohibition of this sub-
section. Nothing contained in this subsection shall prohibit any executive
officer of a member bank from endorsing or guaranteeing for the protection
of such bank any loan or other asset which shall have been previously ac-
quired by such bank in good faith or from incurring any indebtedness to
such bank for the purpose of protecting such bank against loss or giving
financial assistance to it. The Board of Governors of the Federal Reserve
System is authorized to define the term ‘‘executive officer”, to determine
what shall be deemed to be a borrowing indebtedness, loan, or extension
of credit, for the purposes of this subsection, and to prescribe such rules
and regulations as it may deem necessary to effectuate the provisions of
this subsection in accordance with its purposes and to prevent evasions of
such provisions. Any executive officer of a member bank accepting a
loan or extension of credit which is in violation of the provisions of this
subsection shall be subject to removal from office in the manner prescribed
in section 30 of the Banking Act of 1933: Provided, That for each day that
a loan or extension of credit made in violation of this subsection exists, it
shall be deemed to be a continuation of such violation within the meaning
of said section 30.

““Sec. 327. The third paragraph of section 23A of the Federal Reserve Act,
as amended, is amended to read as follows:

“ ‘For the purpose of this section, the term ‘‘affiliate’ shall include
holding-company affiliates as well as other affiliates, and the provisions of
this section shall not apply to any affiliate (1) engaged on June 16, 1934, in
holding the bank premises of the member bank with which it is affiliated
or in maintaining and operating properties acquired for banking purposes
prior to such date; (2) engaged solely in conducting a safe-deposit business
or the business of an agricultural credit’ corporation or livestock loan com-
pany; (3) in the capital stock of which a national banking association is
authorized to invest pursuant to section 25 of this Act, as amended, or &
subsidiary of such affiliate, all-the stock of which (except qualifying shares
of directors in an amount not to exceed 10 per centum) is owned by such
affiliate; (4) organized under section 25 (a) of this Act, as amended, or a
subsidiary of such affiliate, all the stock of which (except qualifying shares of
directors in an amount not to exceed 10 per centum) is owned by such
affiliate; (5) engaged solely in holding obligations of the United States or
obligations fully guaranteed by the United States as to principal and interest,
the Federal intermediate credit banks, the Federal land banks, the Federal
Home Loan Banks, or the Home Owners’ Loan Corporation; (6) where the
affiliate relationship has arisen out of a bona fide debt contracted prior to the
date of the creation of such relationship; or (7) where the affiliate relation-
ship exists by reason of the ownership or control of any voting shares
thereof by a member bank as executor, administrator, trustee, receiver,
agent, depositary, or in any other fiduciary capacity, except where such
shares are held for the benefit of all or a majority of the stockholders of such
member bank; but as to any such affiliate, member banks shall continue
to be subject to other provisions of law applicable to loans by such banks
and investments by such banks in stocks, bonds, debentures, or other
such obligations. The provisions of this section shall likewise not apply
to indebtedness of any affiliate for unpaid balances due a bank on assets
purchased from such bank or to loans secured by, or extensions of credit
against, obligations of the United States or obligations fully guaranteed
by the United States as to principal and interest.'

“Sec. 328. Section 24 of the Federal Reserve Act, as amended, is amended
by adding at the end thereof the following new paragraph:

 ‘Loans made to establish industrial or commercial businesses (a) which/
are in whole or in part discounted or purchased or loaned against as security
by a Federal Reserve bank under the provisions of section 13b of this Act,
(b) for any part of which a commitment shall have been made by a Federal
Reserve bank undér the provisions of said section, (c) in the making of which
a Federal Reserve bank participates under the provisions of said section,
or (d) in which the Reconstruction Finance Corporation co-operates or
purchases a participation under the provisions of section 5d of the Re-
construction Finance Corporation Act, shall not be subject to the restric-
tions or limitations of this section upon loans secured by real estate.”

“Sec. 329. Section 25 of the Federal Reserve Act, as amended, is further
amended by striking out the last paragraph of such section; the paragraph
of section 25 (a) of the Federal Reserve Act, as amended, which commences
with the words ‘A majority of the shares of the capital stock of any such
corporation’ is amended by striking out all of said paragraph except the
first sentence thereof; and the Act entitled ‘An Act to supplement existing
laws against unlawful restraints and monopolies, and for other purposes’
(38 Stat. 730), approved October 15, 1914, as amended, is further amended
(a) by striking out section 8A thereof and (b) by substituting for the first
three paragraphs of section 8 thereof the following:

«+8pc. 8. No private banker or director, officer, or employee of any
member bank of the Federal Reserve System or any branch thereof shall
be at the same time a director, officer, or employee of any other bank,
banking association, savings bank, or trust company organized under the
National Bank Act or organized under the laws of any State or of the
District of Columbia, or any branch thereof, except that the Board of
Governors of the Federal Reserve System may by regulation permit such
service as a director, officer, or employee of not more than one other such
institution or branch thereof; but the foregoing prohibition shall not apply
in the case of any one or more of the following or any branch thereof:

“ 1) A bank, banking association, savings bank, or trust company,
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