The Financial Situation

T WAS, of course, inevitable that as recent months
have passed the agricultural program of the
Administration should be thrust more and more into
the limelight; inevitable because both of the major
political parties feel the need of capturing the so-
called rural vote, because the agricultural program
of the Administration at many points unpleasantly
touches industry and trade, and because the con-
stitutionality of the larger part of that program
is being presented to the Supreme Court with the
probability that a final decision will be reached
within the next month or two.

in popular thought about agriculture than about
almost any other economic question. This has been
true throughout the whole post-war period, and is
probably attributable to the fact that the farmers
of the country have organized themselves into politi-
cally powerful groups, with the result that sincere
but misguided popular leaders as well as demagogues
are constantly before the people with quack remedies
which they are able to make sound plausible to large
groups not well versed in economics and not given
to careful thinking on their own account. But what-
ever the cause, the farmers of this country, as well

Farm Problems to the Fore

But inevitable or not,
these issues have been
much in the news during
the past week or two.
Numerous officials con-
nected in one way or an-
other with the Administra-
tion have been repeatedly
asserting of late that the
“basic principles” of the
farm program of the Ad-
ministration must be and
would be made a perma-
nent part of the policies of
the: nation. This general
idea ran like a scarlet
thread through the address
of the President on Mon-
day before the American
Farm Bureau Federation
in Chicago, an address that
left his hearers in no doubt
that the Administration
would proceed promptly to
formulate a substitute pro-
gram of the general nature
of the present one should
the Supreme Court hold
existing statutes uncon-
stitutional. The Secretary
of Agriculture, in his an-
nual report to Congress,
made public early in the
week, likewise came to the
defense of the existing pro-
gram in the course of an

Human Progress vs. Human Liberty?

“When we disparage or discredit the power
of democratic government to deal with our
present problems we are rejecting nothing
less and nothing more than the part which
the people are to have in modern government.
We are, in fact, considering whether it is wise
to continue along the course of the past or
whether we shall in the interest of security
and greater material advantage curtail the
rights and liberties of the citizen. If this be
true, it must be upon the theory that the
citizen, with his privileges and guarantees, as
found in our Constitution, is an embarrass-
ment in the race for national supremacy. . . .

“When it is proposed to curtail or limit
the rights of the citizen and control his judg-
ments as to how he shall direct his business,
you are not changing our form of government
—you are destroying it. Once the dike of
constitutional restraint is opened and the
sea of arbitrary power which lies behind is in-
vited in, the inundation of personal rights
and personal liberty will ultimately be full
and complete.

“There must be and there is something
essentially unsound, politically and economi-
cally unsound, with this theory—this philoso-
phy—that human progress is at war with
human liberty. . . .

“It has been demonstrated too often and
in other lands is being demonstrated to-day
that to curtail or destroy the power and rights
of the individual, to silence the popular voice
contributes neither to human happiness nor
human progress; contributes neither to peace
nor to national power. It is a delusion;itis
a pretense.”

There is no need for us to add to these
admirable observations of Senator Borah
made over the radio on Sunday evening last.
They seem to us to afford a complete refuta-
tion of both the New Deal with its regimenta-
tion and those who are saying that the only
alternative to the New Deal is dictatorship
in one form or another.

How fortunate the country would be_if
Senator Borah’s own program reflected such
wisdom as this at all points!

as a good many others we
are afraid, are being made
the victims of wholly un-
sound programs which in
the long run will do few any
good and will more often
than not do serious injury
to those for whom they are
professedly formulated. It
is moreover true that poli-
cies of this sort are not con-
fined to any one political
party. On the contrary,
nearly all individuals and
groups now making strenu-
ous efforts to prepare for
the political campaigns of
next year have their own
particular farm panacea
which may differ from the
others in detail (and at
times in important particu-
lars) but which none the
less seems to rest upon a
certain group of mistaken
ideas about agriculture and
its part in our economic
system.

The New Deal Idea

The official New Deal
philosophy,which incident-
ally did not originate in its
entirety with the present
Administration and which
certainly has a good many
adherents elsewhere, ap-
pears to be about as follows:

exposition of the effect of past tariff policies upon
agricultural exports, and therefore upon the welfare
of the American farmer. The arguments before the
Supreme Court during the week on cases brought
to test the validity of the larger part of the agricul-
tural program of the Administration did not always
confine themselves strictly to the legalistic aspects
of these issues, but touched at several points upon
their economic phases.

Muddled Ideas

These various discussions have not by any means
always hewed to the line. They have raised a number
of false issues and have at times beclouded rather
than clarified basic principles. It often seems that
fallacies somehow flourish more fully and live longer
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For many years our system of protective tariffs has
been devised for the benefit of the manufacturer
only. Since industrial operations are for the most
part carried forward under conditions of relatively
concentrated control, it has not been difficult for
business managers to control production jointly and
to raise prices more or less at will, thus insuring
profitability of operations. The agricultural prod-
ucts of this country have not enjoyed this tariff
protection, either because the import duties have not
been placed upon them or else because most of our
crops are raised in considerable part for export and
thus cannot benefit from tariff duties. Farm opera-
tions are, moreover, carried on by a very large number
of individually minded independent producers who,
even under otherwise favorable circumstances, would
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not be able to join effectively in collusive effort to
control production or prices. The result has been
low . prices and unprofitable operations for the
farmer and high prices for those manufactured prod-
ucts he buys. The remedy proposed grows directly
from this analysis of the cause of present conditions.
It consists in laying taxes upon that part of the
farmers’ products domestically consumed, using the
proceeds of such taxes to pay what is called the
equivalent of a tariff on farm products directly to
the producer, and at the same time making effective
joint agreements under government offices (or better
still at government dictation) to control production.
Applying a Hair of the Dog

Echoes of this type of reasoning have been heard
from several quarters during the past week or two,
including the President himself at Chicago on Mon-
day. The trouble with it, or one of the most important
defects in it, is found in its resemblance to the old
remedy of applying a hair of the dog that did the
biting. We should be disposed to make a good many
reservations to the general diagnosis of existing agri-
cultural ills set forth above, but it is not necessary
to do so in order to show how ill chosen the remedy is
that grows out of this analysis. The tariff system
outlined and the tendency toward monopoly in indus-
try have often been roundly condemned, and we think
rightly so, by representatives of the farmers. The ex-
cessive protectionism of the past decade and a half,
whatever artificial stimulus it may have given cer-
tain industries, certainly has not been of service to
the country as a whole, and it is doubtful if any of
the really sound American industries have received
permanent benefit of any kind from it. Certainly
monopolistic practices have been of no real service
either to industry or to the country as a whole. If
these programs have hurt the agriculturist, and we
think they have, the obvious remedy lies in eliminat-
ing them, not in applying the same harmful policies
to agriculture. What some of the new-fangled no-
tions seem to advocate is subsidy to all groups in the
population, which of course would mean subsidy to
none, since no one gains when all are merely exchang-
ing largesse among themselves.

Out of the false notions such as those outlined in
preceding paragraphs, not only the New Deal pro-
grams as such but numerous other substitute pro-
grams are now being brought forward, sometimes
in old familiar forms and sometimes in slightly al-
tered garb. Practically all of them are defended on
the ground that industry has long been the recipient
of political favors, and that the time has come when
corresponding favors ought to be granted to agricul-
ture, although some special pleaders are fond of ex-
patiating upon the “basic nature” or the “funda-
mental importance” of agriculture, as though it, or
any other branch of business, could be really “basic”
unless it is able to stand on its own feet and earn
its own way. Of course the President and the others
are on strong ground when they say that real pros-
perity depends upon a proper equilibrium in eco-
nomic life, including among other things a sound
balance between agriculture and industry, but the
way, and the only way, in which such a balance can
be attained and maintained is by -ridding both
industry and agriculture of all artificial restraints
and depriving both of special favors, leaving natural
law to effect the adjustments necessary for the equi--
librinm desired.

A Neglected Factor

But there are other important factors responsible

for the present plight of agriculture in this country,
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factors which are rarely recognized and even more
rarely mentioned. They are never referred to by poli-
ticians eager to obtain the vote of the farmer. Yet
they are deserving of very careful consideration on
the part of all who would understand the present sit-
uation and who would do what may wisely be done
to improve rural conditions. The American farmer
has become market minded, and his operations spe-
cialized with markets in mind, to an almost incredible
degree during the past two decades. During this pe-
riod the average American farm has changed from
an enterprise designed primarily to produce most of
the necessaries for its owner and his family, with a
“cash crop” or crops for the purpose of providing
funds for the purchase of the relatively small amount
of goods not produced at home. To-day and for some
years past, the “cash crop” has been the important
consideration, since it must now furnish funds to
buy an automobile, a radio, and various other modern
conveniences, while less and less attention is devoted
to stocking the larder with home grown products.
Several important results have emerged from this
process, but the most important, as far as the present
discussion is concerned, is the fact that it has in a
very large degree placed the farmer at the mercy of
the markets, and made him a victim of the “business
cycle” in a degree never before the case with the
farmer rank and file.

Contemporaneously with this change, and perhaps
in part as a result of it, the farmer has permitted
himself to become greatly over-indebted. He there-
fore found himself when times grew difficult not
only with new wants (now grown to be “necessities”)
calling for cash, but also with heavy debt charges to
carry which called for more cash. The farmer is thus
demanding not a restoration of time honored condi-
tions, but an opportunity to operate in a manner that
was as a rule unknown to him prior to the World
War, and to live in a way that certainly he never
dreamed of 20 years ago. He has adopted a new mode
of operations and insists upon a new standard of liv-
ing. Whether it is a higher standard of living as the
politicians would have us believe depends upon defi-
nitions of terms. For our part we are not prepared
to say that a farmer with an automobile, a radio, elec-
tric lights, and a half dozen other modern conve-
niences or luxuries (often not paid for), but facing
many uncertainties as to whether he and his family
have and will continue to have sufficient food and
warm clothing, is better off than his father was with-
out most of the modern conveniences but assured of
ample food and good shelter.

The Lean with the Fat

But of course the farmer is entitled to make his
own choice in these matters. The point is simply
that he must take the lean along with the fat. No
more than any other individual in the economic world
is he entitled to more than he can earn in a freev
country where the government essays nothing more
than the maintenance of a fair field and no favors.
If he can produce goods which he can exchange in
the markets of the world for all the manufactured
conveniences he wants, very good. But he must not
expect others to provide them for him, and above
all neither he nor his spokesmen ought to set up the
claim that there is some sacrosanct quality about
his business that entitles him to more than he can
earn. What is needed, apart from the withdrawal
of the government from the business of subsidizing
the farmer and trying to run his business for him,
is simply an elimination of conditions such as those
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imposed by exorbitant import duties, trade re-
strictions, and monopolistic or semi-monopolistic
practices (including those of labor) which discrimi-
nate against the farmer. When that is done, the
farmer along with everybody else will have to look
after himself.

If we have dwelt upon this subject at some length,
it is because it is so much in the forefront of discus-
sion to-day, is so often misunderstood, and promises
to play so important a part in the formulation of
national policies in the future.

Another Silver Episode

HE past week has produced another of those fan-
tastic episodes in the prosecution of our absurd
silver buying policy, which according to the Secre-
tary of the Treasury has increased the government’s
silver holdings by substantially more than 750,000,
000 ounces. During most of the past week the trade
was under the impression that the Treasury was no
longer in the markets for any important quantities
of the metal. The result was of course a collapse and
consternation in these markets, where speculation
has been fattening for many months at the expense of
the American tax-payer. Vague assertions made late
in the week at Washington that buying operations
had been “decentralized” did not serve greatly

to clarify the situation. The whole affair was no
credit to the Treasury Department—any more than
our entire silver policy is to the Administration that
gave birth to it. The sooner we can arrange to drop
this silver farce and dispose of our holdings the bet-
ter for all concerned. But we fear there is small
prospect of such a consummation in the near future,

Federal Reserve Bank Statement

OR a long time past the chief characteristic of
the weekly condition statements of the 12 Fed-
eral Reserve banks, combined, has been the evidence
contained therein of rapidly increasing totals of idle
funds. The statement made available yesterday is
no exception to the rule. Due to continued large gold
receipts from Europe and heavy expenditures of
Treasury cash and funds on deposit with the Federal
Reserve banks, member bank deposits with those in-
stitutions on reserve account again increased sharply
in the week to Wednesday night. In the absence of
any action to check the tendency, excess reserve
deposits over requirements increased no less than
$130,000,000, and now are estimated at $3,310.-
000,000. This figure is nearly seven times the amount
that was considered a dangerous upper limit before
the current era of credit and currency manipula-
tion. Many authorities now have pointed out the
dangers of the position and the need for early cor-
rective measures through increase of reserve require-
ments or liquidation by Federal Reserve banks of
United States government securities. Gold imports
now are dwindling, and in the next week or two ex-
cess reserves will decline sharply, owing to increases
of currency in circulation and payment in cash for a
large part of the $900,000,000 new Treasury securi-
ties recently sold. But after the holiday period, idle
funds will again tend to mount at a dizzying pace,
and it is earnestly to be hoped that practical steps
then will be taken to diminish, at least in some de-
gree, the dangerously inflationary potentialities of
the unprecedentedly huge idle credit resources.

In the week covered by the latest banking statis-
tics, gold additions to the monetary stocks were re-
ported at $59,000,000. But the Treasury deposited
with the gold certificate fund $109,998,000 of these
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instruments, which now represent the sole interest
of the banks in the metallic stocks. The excess de-
posit of certificates probably represents both an ad-
justment for previous delays and the retirement of
National bank notes from circulation. Gold certifi-
cate holdings of the banks increased to $7,520,349,000
on Dec. 11 from $7,410,351,000 on Dec. 4. Other cash
increased nearly $10,000,000, and total reserves thus
mounted to $7,773,249,000 from $7,653,520,000. Only
a small increase was noted in Federal Reserve notes
in actual circulation, the latest total being $3,653,-
741,000 against $3,648,243,000. Member bank de-
posits on reserve account moved up to $6,039,613,000
on Dec. 11 against $5,905,115,000 on Deec. 4, and
“other deposits” showed a small increase, but Treas-
ury deposits on general account and foreign bank
deposits both declined, so that total deposits in-
creased to $6,343,555,000 from $6,231,231,000. The
increase of reserves far overshadowed the added lia-
bilities, so that the reserve ratio was marked up to
T7.8% from 77.5%. In other respects the statement
remains routine. Discounts by the System moved up
to $6,106,000 from $5,368,000, while industrial ad-
vances are reported at $32,790,000 against $32.-
395,000. Open market holdings of bankers’ bills in-
creased $4,000 to $4,679,000, but United States gov-
ernment security holdings fell $10,000 to $2,430.-
171,000.
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Corporate Dividend Declarations :
IN RECENT weeks many of the leading companies
in a wide variety of industries have declared
extra or special dividends or increased the quarterly
rates on their equity stocks. Among those companies
which took favorable action the present week were
the following notable instances: Youngstown Sheet
& Tube Co. declared a dividend of $1.3714 a share on
account of accumulations on the 51%4% preferred
stock, $100 par value, payable Jan. 1; this will be
the first payment on the shares since April 1 1932,
when a regular quarterly payment was made. Singer
Manufacturing Co. declared a special dividend of $15
a share in addition to the usual extra dividend of
$2.50 and the regular $1.50 quarterly dividend, all
payable Dec. 31. Pittsburgh & Lake Erie RR. de-
clared an extra dividend of $1 a share in addition to
the regular semi-annual dividend of $1.25 a share
on the capital stock, payable Feb. 1. United Shoe
Machinery Corp. declared an extra of $2 a share in
addition to the regular quarterly dividend of 6214c.
a share on the common stock, payable Jan. 6. J. C.
Penney Co. declared an extra dividend of $1.50 a
share in addition to a larger quarterly of 75c¢. on the
common stock, payable, in both cases, Dec. 31; pre-
vious quarterly dividends were 50c. a share. Amer-
ican Brake Shoe & Foundry Co. declared an extra
dividend of 25c. a share in addition to the regular
quarterly of like amount on the common stock, both
payable Dec. 31. Midland Steel Products Co. de-
clared a dividend of 25¢. a share on the common stock
and another of 50c. a share on the $2 non-cumulative
preferred stock, both payable Jan. 1, which will be
the first distribution on either stock since Jan. 11932,
when 75¢. was paid on the common and 50c. on the
preferred. Detroit Edison Co. declared an extra divi-
dend of $1 a share in addition to the regular quarterly
of like amount, payable, in both instances, Jan. 15.
American Superpower Corp. declared a dividend of
$6.50 a share on the $6 cumul. 1st preferred stock,
payable Jan. 2, which will pay up all accumulations
on the stock as well as the regular quarterly $1.50
due at that date.
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Government Cotton Crop Report

HE final estimate of the cotton crop for this year
was placed at 10,734,000 bales by the Depart-
ment of Agriculture in its final forecast for the year
issued at Washington on Monday of this week. The
indicated yield was placed at 407,000 bales below the
estimate issued in November. The yield for each
month since the first guess was made last August,
has been reduced every time. For the five monthly
reports made, from August to December inclusive,
the total decline in the cotton crop estimate has been
1,064,000 bales. The largest single reduction was
that made in the final forecast just issued. There will
be a further revision next March when the report, of
the Census Bureau is issued showing the total
ginnings for this year’s crop. It is generally the case
that the last mentioned figures are in excess of those
of the final estimate. The increase in some years has
been quite large.

The reduction in the final estimate this year as
compared with the November forecast was largely
due to conditions shown in Texas and Oklahoma,
which were reported as unfavorable to maturing and
picking of the late crop. These are the two States
where late picking, extending in some years late into
the spring, have increased late ginnings. The final
estimate this year of 10,734,000 bales compares with
the preceding year’s harvest of 9,636,000 bales. The
harvested acreage this year was estimated at 27,331,-
000 acres and was only 1.39, greater than the area
harvested the preceding year. The area under culti-
vation on July 1 of this year was estimated at
27,872,000 acres. The yield per acre for the 1935 crop
was placed at 188 pounds against an average yield of
170.9 pounds last year. Ginnings to December this
year have reached a total of 9,362,000 bales which was
87.2%, of the estimated yield of the year, against
9,020,000 ginned to Dec. 1 1934, the latter figure
being 93.6%, of that year’s total harvest.

The New York Stock Market

HE New York  stock market developed a high
degree of irregularity this week, in good part
because of the universal uncertainty regarding the
silver purchase policy of the United States Treasury.
Unsettlement was especially pronounced in stocks
of mining companies with an interest in silver metal,
and the movement may well be regarded as salutary,
for it indicates clearly the extent to which such arti-
ficial factors as the egregious silver program of the
United States government affect the market. Other
sections of the list were affected only to a moderate
degree, but realization sales were general at times
and recessions for the week are to be noted in nearly
all prominent groups of stocks. There were, how-
ever, numerous new high records for the movement
and the year during the early sessions. The declines,
moreover, were offset in part by occasional rallies.
Trading on the New York Stock Exchange averaged
more than 2,000,000 shares in the full sessions, indi-
cating continued public interest in stocks.

Share prices were well maintained last Saturday,
as the international situation gave evidence of im-
provement and an expectation existed of further
gains in business conditions here. The upward trend
was resumed during the first part of the session last
Monday, with stocks in general demand. Uneasiness
began to prevail, however, when it appeared that the
United States Treasury was no longer taking all

igitized for FRASER
tp://fraser.stlouisfed.org/

Financial Chronicle

Dec. 14 1935

offerings of silver metal on the London market at its
pegged price. Copper stocks moved lower late on
Monday, since silver is an important by-product of
the copper mining industry, and other issues that are
directly affected also receded. Various specialties
moved sharply higher. In Tuesday’s dealings the un-
settlement increased and extended to nearly all
stocks. Copper and silver mining issues fell preci-
pitately on reports that no bids whatever were avail-
able in London for silver. Although the Treasury
in Washington indicated that its general program
of buying under the Silver Purchase Act was to be
carried out, no information was available on the sig-
nificance of the immediate developments. The
opinion gained ground that the Treasury preferred
withdrawal from the London market for the time
being because of the possibility that Chinese nation-
alization of silver might result in tremendous stocks
of the metal being thrown on the market. The re-
cessions of 1 to 6 points in mining stocks soon occa-
sioned sympathetic weakness in other departments
of the market, and losses of 1 to 3 points appeared
elsewhere.  Sentiment improved somewhat on
Wednesday, partly because small purchases of silver
at reduced levels were resumed in London by the
Treasury. Mining stocks were firm until just before
the close, when another wave of selling developed
and carried levels off 1 to 4 points. Other groups of
issues were steady. With the silver position still
uncertain on Thursday, further recessions appeared
in the leading mining issues, but they were on a com-
paratively small scale. Oil stocks were marked
higher in that session, owing to reports of possible
price advances. Railroad shares were affected ad-
versely when formal action was taken to reorganize
the St. Louis Southwestern (Cotton Belt) System
under Section 77. Other groups of stocks reflected
mild uncertainty. In a rather quiet market yester-
day, prices were firm at first but liquidation soon
appeared in some volume and sizable recessions were
the rule at the close. A few specialties resisted the
general trend and closed higher.

In the listed bond market a fair degree of activity
was maintained all week, with high-grade securities
steady. United States government securities and the
leading utility, railroad and industrial bonds hardly
varied at all. Bonds that are selling far under par
value and therefore are of speculative interest were
in good demand at times, but periods of liquidation
also were noted. The speculative carrier issues were
affected by the reorganization proceedings of the
Cotton Belt System. In the foreign dollar list a
sharp advance developed in Italian bonds, owing to
the moves in Europe for quick settlement of the war
with Ethiopia on a basis favorable to Rome. Com-
modity price movements were uncertain most of the
week, but a sharp advance in grains developed yester-
day. Silver, as already noted, fell in all markets be-
cause the Treasury altered its buying policy. Other
commodities showed only modest variations. In the
foreign exchange markets, strength was imparted to
French francs by the Parliamentary victories of Pre-
mier Pierre Laval, and other gold gold units also were
firm. Sterling was steady, along with the numerous
other units of the so-called sterling bloe. Silver cur-
rencies of the Far East dropped because of the de-
velopments affecting the white metal.

On the New York Stock Exchange 229 stocks
touched new high levels for the year and six stocks
touched new low levels. On the New York Curb Ex-
change 154 stocks touched new high levels and 18
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stocks touched new low levels. Call loans on the
New York Stock Exchange remained unchanged
at 34 %.

On the New York Stock Exchange the sales at the
half-day session on Saturday last were 1,318,720
shares; on Monday they were 2,507,730 shares; on
Tuesday, 2,341,299 shares; on Wednesday, 2,126,290
shares; on Thursday, 2,135,760 shares, and on Friday,
1,893,584 shares. On the New York Curb Exchange
the sales last Saturday were 306,805 shares; on Mon-
day, 527,630 shares; on Tuesday, 519,560 shares; on
Wednesday, 499,405 shares; on Thursday, 444,780
shares, and on Friday, 409,225 shares.

The market last Saturday, after shaking off some
of the lethargy that had characterized it on preceding
days, almost doubled its trading volume for the half-
day session, and closed with prices moderately
higher. This spirit of confidence was short-lived, as
indecision marked the resumption of trading on Mon-
day, with the entire market on Tuesday experiencing
unsettling effects due to heavy liquidation of mining
shares. A moderate firming up of prices was in evi-
dence on Wednesday owing to the relaxation of ten-
sion with respect to the silver market, only to react
to lower levels on Thursday, due to a dearth of new
developments of a confident character. Yesterday
liquidation set in as the market got under way, and
substantial declines were recorded at the close. Gen-
eral Electric closed yesterday at 3534 against 377%
on Friday of last week ; Consolidated Gas of N, Y. at
309 against 325%; Columbia Gas & Elec. at 1314
against 1414 ; Public Service of N. J. at 43 against
443/ 5 J. I. Case Threshing Machine at 9714 against
100; International Harvester at 6114 against 62:
Sears, Roebuck & Co. at 659 against 6634 ; Mont-
gomery Ward & Co. at 39 against 39; Woolworth at

55%4 against 5C, and American Tel. & Tel. at 154 ex.

dividend against 15914. Allied Chemical & Dye
closed yesterday at 15514 against 16114 on Friday
of last week; Columbian Carbon at 9334 against
93% ;5 E. I. du Pont de Nemours at 13514 against
1383/ ; National Cash Register A at 21 against 221/ -
International Nickel at 4254 against 4534 ; National
Dairy Products at 195% against 20 ; Texas Gulf Sul-
phur at 3034 against 313/ ; National Biscuit at 321/,
against 34 ; Continental Can at 82 against 907 ; East-
man Kodak at 15634 against 16014; Standard
Brands at 1493 against 1455 ; Westinghouse Elec., &
Mfg. at 921/ against 9214 ; Lorillard at 2414 against
25; United States Industrial Alcohol at 45 ex-divi-
dend against 48; Canada Dry at 1334 against 1354 ;
Schenley Distillers at 5134 against 5314, and Na-
tional Distillers at 3054 against 311/,

The steel stocks closed lower as compared with
Friday one week ago. United States Steel closed
yesterday at 46 against 4714 on Friday of last week ;
Bethlehem Steel at 4634 against 48; Republic Stee]
at 1734 against 189, and Youngstown Sheet & Tube
at 37 against 375%. In the motor group, Auburn
Auto closed yesterday at 3634 against 3974 on Friday
of last week; General Motors at 5414 against 5434+
Chrysler at 843 against 8215 and Hupp Motors at
21/ against 255. In the rubber group, Goodyear Tire
& Rubber closed yesterday at 2014 against 2134 on
Friday of last week; U. 8. Rubber at 1414 against
151%, and B. F. Goodrich at 1134 against 1214, The
railroad shares followed the general trend of prices
and show losses for the week. Pennsylvania RR.
closed yesterday at 3014 against 8134 ; Atchison To-
peka & Santa Fe at 56 against 5714; New York
Central at 27 against 281%; Union Pacific at 106
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against 109%; Southern Pacific at 2215 against
24% ; Southern Railway at 123/ against 147, and
Northern Pacific at 2154 against 2334. Among the
oil stocks, Standard Oil of N. J. closed yesterday at
4834 against 4814 on Friday of last week ; Shell Union
Oil at 1534 against 15, and Atlantic Refining at 243/
against 24. In the copper group, Anaconda Copper
closed yesterday at 2634 against 2714 on Friday of
last week ; Kennecott Copper at 277 against 291%;
American Smelting & Refining at 565 against 621/,
and Phelps Dodge at 2455 against 275%.

Trade and industrial indices suggest that a fair
degree of activity is Dbeing maintained in leading
lines. Steel ingot production for the week ending
to-day was estimated by the American Iron and
Steel Institute at 55.7% of capacity against 56.49% a
week ago. The drop of 0.7 points amounts to about
1.2% decrease in production. Electric power output
for the week ended Dec. 7 was 1,969,662,000 kilowatt
hours, according to the Edison Electric Institute.
This compares with 1,876,684,000 kilowatt hours in
the preceding week, which contained a holiday, and
with 1,743,427,000 kilowatt hours in the correspond-
ing week of 1934. Car loadings of revenue freight for
the week ended Dec. T amounted to 637,133 cars, the
Association of American Railroads reports. This is
an increase of 66,706 cars over the preceding week
and of 85,648 cars over the same week in 1934.

Asindicating the course of the commodity markets,
the December option for wheat in Chicago closed
yesterday at 10134c. as against 96¢. the close on Fri-
day of last week. December corn at Chicago closed
vesterday at 595gc. as against 5834c. the close on
Friday of last week. December oats at Chicago
closed yesterday at 2714c. as against 243/c. the close
on Friday of last week.

The spot price for cotton here in New York closed
yesterday at 12.00c. as against 12.20c. the close on
Friday of last week. The spot price for rubber
yesterday was 13.00c. as against 13.12c. the close on
Friday of last week. Domestic copper closed yester-
day at 9%/c., the same as on Friday of last week.

In London the price of bar silver yesterday was
26 7/16 pence per ounce as against 29 3/16 pence per
ounce the close on Friday of last week, and spot silver
in New York closed yesterday at 6034c. as compared
with 6535c. the close on Friday of last week.

In the matter of the foreign exchanges, cable trans-
fers on London closed yesterday at $4.93 as against
$4.929/ the close on Friday of last week, and cable
transfers on Paris closed yesterday at 6.6lc. as
against 6.601%c. the close on Friday of last week.

European Stock Markets

STOCK markets in all the leading European finan-

cial centers were dull this week, with trends
moderately uncertain. The more important changes
at London, Paris and Berlin were toward lower ley-
els, partly because the international situation relat-
ing to Italy and Ethiopia became steadily more con-
fusing. Traders and investors plainly desired some
clarification of trends before increasing commit-
ments, and in these circumstances very little activity
was reported on any European exchange. Additional
uncertainty of a pronounced order was introduced by
the sudden and unexplained changes in the silver
buying procedure of the United States Treasury.
When bids for silver were lacking in London, Tues-
day, huge supplies of that metal seemed to appear,
and the sharp recession in the price carried shares
of silver mining companies down too. Nor was there
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any recovery on the hesitant resumption of Treasury
buying. The Paris Bourse again was dominated al-
most entirely by internal political developments, and
irregular upward and downward movements re-
sulted from the varying views as to whether Premier
Laval would continue to receive support in Parlia-
ment. The Berlin Boerse was dull throughout, and
price movements were of little significance. Indus-
trial trends in the foremost European countries are
proving less satisfactory, with the rosters of the un-
employed on the increase. Latest British unemploy-
ment statistics reflect a rise of 2,172 during Novem-
ber, to an aggregate of 1,918,562. The unemployed
in Germany increased 156,000 in November to
1,985,000.

Dealings were small on the London Stock Ex-
change in the initial session of the week, as most in-
terests preferred to await clarifying indications on
the international political situation. British funds
were dull and unchanged, but some of the industrial
issues were firm. Anglo-American t rading favorites
improved on favorable week-end advices from New
York, but other issues in the international section
were soft. Activity on Tuesday again was restricted,
but the tone was better in gilt-edged issues, while
some good features appeared in the industrial group.
Home rail stocks were soft, and declines appeared in
the silver shares owing to uncertainty regarding
American policy. The international group was ir-
regular. The sharp decline in the price of silver
metal dominated the London market, Wednesday,
with silver mining shares down precipitately. Brit-
ish funds receded slightly, and industrial issues also
softened. Gold mining stocks and international se-
curities joined the decline. Little business was done
at London on Thursday, but the tone was firm. Brit-
ish funds improved fractionally, and small gains also
were recorded in industrial stocks. Silver and gold
mining shares regained a little of their previous
losses, but international issues were irregular, Small
declines were noted in most issues at London yester-
day. Firmness prevailed, however, among mining,
home rail and international issues.

The Paris Bourse long has been subject to kaleido-
scopic changes because of the difficult internal sit-
uation, and the session on Monday again demon-
strated the influence of the political position. Rentes
and French equities receded, despite the vote of con-
fidence given to Premier Laval late last week, and
international securities were in demand. Such cross
movements on the Bourse usually reflect a flight
from the franc. A decision by the French Senate to
postpone debate on fundamental policies caused an
advance in rentes on Tuesday. The Treasury an-
nounced a new issue of 2,000,000,000 francs 5% na-
tional defense bonds, due in 30 years, and priced at
95, but even this announcement failed to prevent
gains in securities already listed. French bank, util-
ity and industrial stocks were firm, but a little selling
appeared in international securities. Trends were
reversed once again on Wednesday, when rentes and
French equities showed slight weakness. The inter-
national group also moved lower, owing to the uni-
versal unsettlement occasioned by the vacillating sil-
ver purchase policy of the United States Treasury.
In a dull session on Thursday, rentes showed early
firmness but lost their gains in a subsequent reaction.
Disappointment resulted from maintenance of the
6% bank rate, despite a diminution of gold exports,
and French equities also dipped. International se-
curities were sluggish. A general but modest de-
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cline developed on the Bourse yesterday, owing to
renewed uncertainty on political questions.

Modest liquidation of securities developed on the
Berlin Boerse in the first trading session of the cur-
rent week, and as there was little demand, most is-
sues drifted slowly lower. Losses were fractional in
almost all instances, for the selling pressure was not
acute. Fixed-interest issues fell with equities. The
opening on Tuesday was soft, but modest demand was
noted as the session progressed and previous levels
again were attained as the market closed. Transac-
tions at all times were on a very small scale. The
dealings on Wednesday were so dull that many is-
Sues were not quoted throughout the session. Ten-
dencies were weak, with utility stocks off more than
others. Lack of interest again was the only feature
of note on the German market, Thursday. Prices
continued to drift slowly downward, but as offerings
barely exceeded the modest demand changes were
measured in small fractions. Small fractional ad-
vances were reported in a very dull session yesterday.

Peace Negotiations

OMETHING of an international furore has been
occasioned by the latest efforts of British and
French representatives, acting jointly and in com-
plete accord, to find a basis for settlement of the
Italo-Ethiopian war without further resort to sanc-
tions. Sir Samuel Hoare, Foreign Secretary of the
British Cabinet, paid a visit to Premier Pierre Laval,
of France, last Saturday, and in a surprisingly short
Space of time they announced agreemeént on terms
to be submitted tentatively to Italy and Ethiopia. Se-
crecy apparently was to be maintained regarding the
proposals, but it soon was reported on excellent au-
thority in Paris that almost half of Tthiopia would
be turned over to Premier Benito Mussolini if the
plan proved acceptable. Keen resentment was ex-
pressed in England over this obvious “sell-out” of
the League, and lame attempts by the Baldwin
Cabinet to gloss the situation over merely added fuel
to the flames. In Geneva, also, great concern was
manifested. The peace proposals, nevertheless, were
formally submitted at Rome on Wednesday, and at
Addis Ababa on Thursday, by the respective envoys
of the British and French governments, The League
project of applying oil sanctions against Italy has
been postponed indefinitely, and a special meeting
of the League Council has been called, ostensibly to

consider some minor matters.

It may well be assumed that the latest peace pro-
Posals were elaborated with the full knowledge and
perhaps the approval of the Italian government.
British and French Foreign Office experts on Ethi-
opian affairs conferred for weeks in Paris, and it
is quite impossible that any of the conclusions
reached and subsequently endorsed by Sir Samuel
Hoare and Premier Laval should have remained un-
known to any of the great Powers concerned. The
Anglo-French peace conversations were undertaken
at the apparent request of the League of Nations, for
when that body agreed to proceed with sanctions it
also voted approval of a Belgian suggestion to give
England and France negotiating powers. It was
pointed out in these columns at the time that the
League delegation of powers to negotiate received
little public attention, despite its obvious bearing
on the genuine intentions of the two governments
that dominate the League and determine its policies.
Rome dispatches now state that the latest proposals
were received cheerfully by the Italian government,
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but a demand for a connecting link between Eritrea
and Italian Somaliland may be made as a bargaining
point. Whether the plans will prove acceptable to
Emperor Haile Selassie is far more doubtful, but
resistance by that ruler seems unlikely if Bmt'un and
France urge acceptance. Complicating the situation
is the possibility that the British government’s sug-
gestions to the Ethiopian Emperor may be deter-
mined in part by the reaction of the British public
to the scheme. Initial declarations by Emperor Haile
Selassie are said to be highly unfavorable,

Rumors that the British and French governments
were in complete accord were confirmed soon after
Sir Samuel Hoare arrived in Paris, last Saturday.
Premier Mussolini made a speech on the international
situation earlier that day in Rome, and it was noted
with surprise that bombastic utterances were con-
spicuously absent from that address. The Italian
Premier promised to resist any sanctions of the
League, but he made no threats. The British and
French spokesmen agreed, however, that they would
not regard the remarks of the Italian dictator in a
political light, and they issued a communication
stating that they were in accord. The precise extent
of the Anglo-French accord began to appear last
Sunday, when several Paris newspapers divulged the
tentative peace terms. The proposed arrangement,
called an “exchange” of ter ritories, called for cesslon
to Ttaly of almost the whole of Tigre Province
in the north of Ethiopia, and transference of a huge
slice of southern Ethiopia, including a belt 250 miles
broad and 600 to 700 miles long, to an Italian coy-
poration. These areas would include some of the
healthful highlands sunitable for European coloniza-
tion. The Ethiopians, in return, would receive an
outlet to the sea either through Eritrea or British

Somaliland, and they would receive full recognition
of the independence of what remained of the Ethio-
pian Empire. These proposals, which have not yet
been officially confirmed, promptly were reported
in the British press, and the British government,

with equal rapidity, was accused of having vxolated
its election promises to support the League to the
utmost. It was pointed out in England, as every-
where else, that the concessions to Italy far exceeded
the proposals of the League Committee of Five, which
it had been lmder.stood would not be e\ceeded
The dismay felt generally in England on this mat-
ter was too widespread and too manifest to be dis-
regarded even by the newly elected Conservative re-
gime of Prime Minister Stanley Baldwin. It was
intimated that Sir Samuel Hoare had far exceeded
his authority, and the Cabinet was said to be di-
vided, with Captain Anthony Eden, Minister for
Le'x"ue of Nations Affairs, ready to resign. Whether
such intimations 1'eflected the real situation or not
is not especially important. It is significant, how-
ever, that Captain Eden did not resign and tlmt Sir
Samuel Hoare was not repudiated by the Cabinet,
The London correspondent of the New York “Times”
pointed out, Tuesday, that the government evidently
preferred violation of its pre-election pledges to re-
pudiation of its Foreign Minister. Two slight modi-
fications were made in the Anglo-French plans be-
cause of the perturbation caused by the disclosures,
it was said. A decision was reached to inform Em.
peror Haile Selassie of the nature of the proposals
at the same time that Premier Mussolini was “in
formed,” and it was likewise agreed that discussion
of oil sanctions might proceed at Geneva while the
negotiations were in progress.
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Prime Minister Stanley Baldwin was roundly as-
sailed in the House of Commons, but his apologies to
that body contained no hint of any change of heart.
He told the Commons that his lips “were not yet
unsealed,” because the negotiations still were in
progress. He added, however, that if he were at lib-
erty to speak he could make a case that would con-
vince the Commons the government need not be
ashamed of the proceedings. The pledge that the Brit-
ish government would seek a-=settlement acceptable to
Italy, Ethiopia and the League was repeated. Repre-
sentatives of many small countries were at Geneva,
when the proposals became known, owing to the pre-
vious plan for voting oil sanctions against Italy on
Dec. 12. Anglo-French pressure for a delay in such
sanctions was successful, of course, but the small
nations were reported in revolt against the two great
Powers of Europe, and the sanctions committee in-
sisted upon a full debate next Wednesday, when the
Council meets. Dispatches from the French capital
consistently have revealed the true trend of affairs
in the Italo-Ethiopian dispute, and it is especially
interesting, for that reason, to note a report of Thurs-
day to the effect that all sanctions against Italy
might be abandoned if Ethiopia declined to accept
the Franco-British plan for peace. It seems clear
that the newest Anglo-French rapprochement in-
volves some highly important considerations of a
strictly European nature, but no actual disclosures
so far have been made.

Military Stalemate

FEW developments of military importance ‘have
been noted in' Ethiopia during recent weeks,
possibily because of the general belief that the prin-
cipal European nations will arrange the outcome to
suit themselves in any event. Airplane raids by the
Italian flying corps have constituted the: principal
and almost the only noteworthy activity for more
than a week. The town of Dessye, where Emperor
Haile Selassie maintained his headquarters, ‘was
bombed by a bristling array of Italian war machines
on Dec. 6 and for a time it seemed that international
complications might follow. The Italian Alyers
dropped their bombs without much discrimination,
for a hospital plainly marked with the American
flag was hit and damaged, while Red Cross tents also
were destroyed, - As a result of the bombardment a
few Ethiopians were killed, including a number of
women and children, and the entire population was
terror stricken for a time. The Italian air raids were
repeated last Saturday and Sunday, but such activi-
ties thereafter were transferred to a more strictly
military section of the Somaliland front. Land
forces of Italy and Ethiopia continued to engage in
occasional skirmishes, and both sides claimed vic-
tories. The several commanders issued periodic
statements to the effect that they anticipated big
battles, but it may be doubted if the actual fighting
will increase until the results of the current negotia-
tions by representatives of the British, French and
Ttalian governments are determined.

Naval Parley

ORMAL discussion of the mnaval armaments
problem was started in London last Monday

by representatives of the five leading naval Powers—
the United States, Great Britain, Japan, France and
Jtaly. Extensive preliminary exchanges had pre-
pared the ground for the meeting and had demon-
strated to the satisfaction of most experts that little
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actually is to be gained from a formal gathering, but
the impending termination of the Washington and
London treaties makes the conference necessary. In
their first brief declarations at the start of the cur-
rent meeting, delegates of the various countries laid
down principles which are precisely in accord with
all previous indications and only on minor points
were any surprises provided. It isapparent, for this
reason, that extreme difficulty will be experienced in
attaining even the appearance of general agreement
on any fundamental point. The leading naval Pow-
ers have drifted ever farther apart on questions of
policy in recent years, and the current extensive
building programs are one indication of the under-
lying trend. In these circumstances an agreement
on curtailment of naval strength is out of the ques-
tion and is hardly ever mentioned, while extreme
doubt exists even as to the likelihood of a limitation
agreement of any significance.

Speaking in behalf of the British government,
Prime Minister Stanley Baldwin welcomed the dele-
gations graciously as they gathered at the conference
table. It was noted that each Dominion of the IEm-
pire had its own representative present, whereas in
former naval gatherings leaders of the London gov-
ernment spoke for the entire British Commonwealth
of Nations. Mr. Baldwin urged all delegations to
make their general views known at the initial ses-
sion, and he proceeded to set the example. Continu-
ance of both quantitative and qualitative limitations
is held important by the London authorities, he said.
They would like to see a reduction in the sizes of all
the larger types of ships and of the guns they carry,
and they still press for the abolition of the sub-
marine. An international agreement along these

lines undoubtedly would lead to great economies in

future naval construction, Mr. Baldwin pointed out.
After a few mildly optimistic remarks, he disclosed
that France and Italy have agreed to accept rules
for the treatment’of merchant ships by submarines
in time of war, provided such rules were set forth
in a treaty separate from the London accord. An
agreement to abide by the rules already is in force
among Great Britain, the United States and Japan.
“I am convinced,” Mr. Baldwin said in conclusion,
“that if all the countries here represented will be
prepared to yield a little of their maximum demands
for the sake of the general good, an agreement should
be possible between us which will not only permit a
reduction to be made in the total tonnages of naval
armaments throughout the world but will also add
to the general sense of security.”

Norman H. Davis, spokesman for the American
delegation, accepted the invitation of the British
Prime Minister and proceeded to set forth once again
the view of this country that actual reductions in
armaments should be effected. This he did by read-
ing a letter of instruction sent to him by President
Roosevelt on Oct. 5 1934. “I ask you,” the President
said in that communication, “to propose at the first
opportunity to the British and Japanese a substan-
tial proportional reduction in the present naval
levels. I suggest a total tonnage reduction of 20%
below existing treaty tonnage. If it is not possible
to agree on this percentage, please seek from the
British and Japanese a lesser reduction—15%, or
10%, or 5%. The United States must adhere to the
high purpose of progressive reduction. . . . Only
if all else fails should you seek to secure agreement
providing for the maintenance and extension of exist-
ing treaties over as long a period as possible.” Mr.
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Davis added some brief remarks of his own to the
effect that the views set forth in the letter still are
expressive of American aims, and he made it clear
also that this country desires continuance of the
ratio principle of naval balance. Simple renewal of
existing treaties with such modifications as circum-
stances warrant was the keynote sounded by the
American spokesman.

The Japanese attitude was made known in public
statements issued at London in advance of the for-
mal meeting. Japan denounced the Washington
treaty and has indicated with great emphasis that
parity with Great Britain and America is desired,
on the tonnage basis of the Japanese fleet. Admiral
Osamu Nagana, head of the Japanese delegation, re-
iterated these views in his statement at the start of
the London conference. Any new treaty, he said,
should be based upon the fundamental idea of setting
up, among the great naval Powers, a common limit of
naval armaments to be fixed as low as possible and
which they shall not be allowed to exceed. Especially
desirable, it was added, is a drastic reduction of
offensive forces. Charles Corbin, speaking for
I'rance, made it clear that his country would co-
operate loyally in all armaments discussions, but he
added that the French delegates must take into ac-
count the considerable distances of the French sea-
board and the extensive imperial responsibilities of
his country. The Italian Ambassador to London,
Dino Grandi, declared that his government wishes
10 avoid an armaments race and would do all in its
power to prevent unrestricted competition. “You
will appreciate,” Mr. Grandi added, “that my gov-
ernment is compelled to take carefully into account
the present situation which has been created by the
attitude of many of the States belonging to the
League of Nations in regard to my country. None
the less, Ttaly, which has consistently promoted or
supported all initiatives in the disarmament field,
comes to-day to this naval conference animated by
the same spirit of adherence to the principles of
limitation and reduction which she has so tenaciously
upheld for so many years.” The conference began on
Wednesday its consideration of the precise stipula-
tions of each delegation. Japanese representatives
were the first to state their views in extended fashion,
and reports immediately began to be circulated of an
impending deadlock.

Premier Laval Sustained

IFFICULTIES experienced by the French gov-
ernment with regard to the armed Fascist
organizations of France were dissipated, for the time
being at least, when Premier Pierre Laval extracted
promises from leaders of the Fascists that they
would disarm. The long expected debate on this
matter developed in the Parliament on Dec. 6 and
continued until last Saturday morning. Leon Blum,
Socialist leader, posed the question of transforming
the semi-military organizations into unarmed groups
by promising that his own followers would renounce
all resort to arms. Representatives of the “Fascist
Leagues” made similar declarations, and Premier
Pierre Laval thereupon called for a vote of con-
fidence, in which he was sustained by 351 to 219 bal-
lots. Whether this truce will last very long is a
problem, and one that already is arousing doubts in
France. Three bills were introduced by the govern-
ment to insure disarmament by the Fascists, and they
were passed readily. But the Senate still must act
on the measures and a vigorous debate is anticipated




Volume 141 Financial

next week. Meanwhile, resentment against the meas-
ures is said to be growing, and the ultimate result
of the French internal political difficulties remains
unpredictable. Efforts were made by the Cabinet
this week to insure speedy action by the Parliament
on the budget, but objections promptly were voiced
by various Deputies. In some reports from Paris it
is suggested that the French people are becoming
resigned to the thought of another devaluation of the
frane, although no one pretends to know how this
might be accomplished.

Egyptian Affairs

A}ITATION in Egypt against the virtually com-

plete domination of that country’s affairs by
Great Britain reached a point this week where even
the Egyptian Cabinet was involved, and as a conse-
quence it appears that a return to the Constitutional
form of government first adopted in 1923 and sev-
cral times abandoned once again will be permitted.
Rioting in Egypt was pronounced some weeks ago,
when the British government augmented its forces
there because of Italian troop concentrations on the
Libyan border. The agitation was renewed early this
week, and it was indicated on Tuesday that the Cabi-
net headed by Premier Tewfik Nessim Pasha would
resign in a body if the British government failed to
relax its opposition to restoration of the 1923 Consti-
tution. The resignations were written out on
Wednesday, it seems, but on Thursday an announce-
ment said that Constitutional government would be
-restored, and King Fuad promptly signed a royal
decree to that effect. Removal of the cause for the
resignation of the Cabinet was followed by with-
drawal of the resignations, and the Cabinet will con-
tinue in office. Under the Constitution the conduct
of Egyptian internal affairs rests with the Senate

and Chamber of Deputies. But no change is effected
in the British control of Egyptian foreign affairs or
the military protectorate exercised by the London
government,

China and Japan

ITH a persistence that is worthy of a better
cause, the Japanese military authorities in
northern China are pushing their endeavors to detach
large areas of China proper from that country and
add them to their previous areas of conquest. Pro-
tests voiced in London and Washington last week
against clear violations of the Nine-Power Treaty
apparently made some impression in Tokio, for there
was less pressure to form so-called autonomous
States in the territory that the Japanese plainly
desire to bring under their own influence. Negoti:{-
tions are progressing, however, for the organization
of local regimes that would prove very friendly to
Japan, while recognizing the sovereignty of the Nan-
king government, for the time being in any event,
New terms, such as “Political Affairs Councils,” are
being invented for the nominally Chinese bodies in-
tended to effect the changes. Delicately persuasive,
in the meantime, are huge mass-flights of Japanesé
airplanes over the city of Peiping and the adjacent
area, which is strictly a part of old China. To the
west of Manchukuo, in Chahar Province, fighting is
reported between native troops and invading forces
of mixed Jpanese and Manchukuoan effectives, and
the usual explanations are furnished of a need to
maintain order. Efforts apparently are being made
by the Nanking government to retain financial con-
{rol over the territory wanted by the Japanese, but
the latter are indicating through their military repre-
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sentatives that this would be unsatisfactory. The
nascent nationalism of China is finding expression
in strikes and demonstrations of students in Peiping
and other centers against the supine policy of the
Chinese leaders.

Cuban Politics

FACTIONAL strife in Cuba regarding the pro-

cedure for the coming general elections in that
island resulted in the resignation, last Wednesday,
of Provisional President Carlos Mendieta. Jose A.
Barnet, who was Secretary of State under Senor
Mendieta, automatically became President, and he
was confirmed in that provisional office late on
Thursday by the Electoral College. This change,
according to observers in Havana, will tend to adjust
difficulties anticipated in connection with the elec-
tions of Jan. 10. Colonel Mendieta was himself a
leader of one of the parties in Cuba, and some of
his opponents clamored for his resignation so that
every assurance would exist of an impartial election.
The powerful Democratic party, headed by former
President Mario G. Menocal, threatened to abstain
from participation in the general elections unless
Colonel Mendieta resigned. The several factions
appear to be content with the temporary incumbency
of Senor Barnet, who is a career diplomat with no
political affiliations. Of the 18 members of the Elec-
toral College, 17 voted for Senor Barnet, and it is
understood the Provisional President’s own vote was
the only one cast for another candidate. He promised
Cuba a ‘“serene, impartial and disinterested admin-
istration.”

Latin American Debts

OME brief but possibly significant indications
were made available this week that the external
debts of Bolivia and Colombia, long in complete de-
fault, now are being studied by both governments
with a view to resumption of debt service. It is obvi-
ous that Bolivia, exhausted by the long war with
Paraguay, could take only halting steps in that direc-
tion as yet. Colombia, on the other hand, long has
been considered here in a position to make at least
partial payments, for a favorable balance of trade is
enjoyed by that country along with a substantial gold
output and internal peace. The Bolivian President,
Jose Luis Tejada Sorzano, intimated at a press con-
ference in La Paz, Monday, that his government is
contemplating “normal” payments on external debts
as soon as possible. He pointed out that revenues of
the government have increased of late. President
Alfonso Lopez, of Colombia, referred to the Colom-
bian government’s external debt on Tuesday, in the
course of an address before dignitaries of local gov-
ernment units of that country. In a report to the
New York “Times,” he was quoted as saying that the
arrangement of the foreign debt is one of the prob-
lems causing serious concern. “It seems clear,”
President Lopez added, “that we cannot forget what
we owe and indefinitely not recognize the nation’s
and the States’ obligations to foreign creditors.
Something must be done because we cannot liquidate
the situation by simply disregarding our obligations
and renouncing the possibility of ever again resorting
to credit.”

Discount Rates of Foreign Central Banks

HERE have been no changes during the week in

the discount rates of any of the foreign central

banks. Present rates at the leading centers are shown
in the table which follows:
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DISCOUNT RATES OF FOREIGN CENTRAL BANKS

Rate in Rate in
Country | Effect Date Country | Effect Date
Dec.13| Established Dec.13| Established

Aug. 28 1935

Austria._._| 334 |July 10 1935

Batavia-...| 4 |July 11935 Nov. 29 1935

Belgium. .. May 15 1935 - June 30 1932
Aug. 15 1935| 7 5 |[Sept. 91935

Mar, 11 1935 i

Jan, 24 1935

July 18 1933

Jan. 25 1933
Oct, 21 1935
Aug. 21 1935
June 30 1932
Sept. 25 1934
Dec. 4 1934
Nov, 25 1935
Sept. 30 1932
Oct. 13 1933
Nov. 13 1935

Hungary-..
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RN

Jugoslavia .
Lithuania. .
Morocco. ..
NOrway .-
Poland.- ...
Portugal. ..
Rumania . .
SouthAfrical

Colombia . .
zechoslo-
vakla....

Danzig. ... May 23 1933

Oct. 25 1933

Dec. 13 1934

Dec. 7 1934

May 15 1933

July 10 1935

Dec. 11933

May 2 1935
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Germany ..
Greece ...
Holland ...

Switzerland
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Foreign Money Rates

N LONDON open market discount rates for short

bills on Friday were 349, as against 9-16@24%

on Friday of last week, and 349, for three-months’

bills as against 249, on Friday of last week. Money

on call in London on Friday was 149,. At Paris the

open market rate remains at 7% and in Switzerland
at 2149,.

Bank of England Statement

THE statement of the Bank for the week ended
Dec. 11 shows still another gain in bullion of
£923,280, which brings the total to £200,062,992,
the highest figure ever reported. However, as the
gain in gold was attended by an expansion of £5,-
363,000 in note circulation, reserves fell off £4,-
440,000. Public deposits decreased £231,000 and
other deposits £9,657,063. Of the latter amount
£9,324 146 was from bankers’ accounts and £332,917
from other accounts. The reserve ratio dropped to
35.49%, from 36.119%, a week ago; last year the ratio
was 40.169,. Loans on government securitis de-

creased £5,205,000 and those on other securities

£223.462. The latter consists of discounts and
advances, which fell off £634,181 and securities which
rose £410,719. No change was made in the 29,
discount rate. Below are the figures with com-

parisons of previous years:
. BANK OF ENGLAND'S COMPARATIVE STATEMENT

Dec. 11 Dec. 12 Dec. 13 Dec. 14 Dec. 16
1935 1934 1933 1932 1931
£ £ £ £ £

410,931,000/393,221,328|381,801,433/372,256,239(363,534,400
Public deposits 6,842,000| 7,926,190| 14,544,387| 8,537,123| 12,026,544
Other deposits 131,591,435/140,260,653132,324,874/120,659,474/111,517,033
Bankers’ accounts_| 94,387,267/103,302,606| 95,561,394| 86,201,044| 73,337,785
Other accounts...| 37,204,168/ 36,958,047| 36,763,480| 34,268,430| 38,179,248
Govt, securitles. .. .| 84,212,999 85,821,413| 72,906,692 74,249,011| 61,465,906
QOther securities 22,991,392| 20,749,244| 22,044,016| 29,788,006| 47,081,490
Disct. & advances.| 10,079,807 10,135,945| 8,400,921| 11,740,213| 12,871,998
Securities 12,911,585| 10,613,299, 18,047,883| 34,209,492
Reserve notes & coln| 49,133,000{ 59,515,607 43,048,977 32,893,064
Coln and bullion.. .- .1200,062,992/192,736,935 140,305,216(121,428,364
Propor. of res. to liab 35.49% 40.16% 47.53% 33.31%| . 26.62%
Bank rate 2% 2% 2% 29, 6%

Circulation

Bank of France Statement

HE statement for the week ended Dec. 6 again
shows a loss in gold holdings, the current
decline being 285,856,898 francs. Gold now aggre-
gates 65,904,918,441 francs, in comparison with
82,314,313,166 francs last year and 77,079,038,281
francs the previous year. A decrease also appears in
credit balances abroad of 89,000.000 francs, in French
commercial bills discounted of 919,000,000 and in
creditor current accounts of 550,000,000 francs. The
Bank’s ratio is now 70.629%,, compared with 80.83%
a year ago and 79.12%, two years ago. Notes in
circulation record a contraction of 758,000,000 francs,
bringing the total down to 81,688,710,695 francs.
Circulation last year stood at 81,289,897,005 francs
and the year before at 80,903,947,370 francs. Bi'ls
bought abroad and advances against securities register
inereases of 17,000,000 franes and 125,000,000 francs
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respectively. Below we furnish a comparison of the
different items for three years:
BANK OF FRANCE'S COMPARATIVE STATEMENT

Changes

Jor Week Dec. 6 1935 | Dec. 7 1934 Dec. 8 1933

Francs Francs Francs Francs
Gold holdings —285,856,80865,904,918,441/82,314,313,166(77,079,038,281
Credit bals. abroad.| —89,000,000) 16,793,263 10,325,915 36,830,024
a French commercial
bllls discounted..| —919,000,000|10,084,245,214| 3,256,950,686| 3,830,515,212
b Bllls bought abr'd 17,000,000/ 1,296,980,831| 950,666,473 1,156,137,400
Adv. against securs.| --125,000,000( 3,391,130,319) 3,219,810,386| 2,808,828,657
Notes circulation...| —758,000,000|81,688,710,695 81,289,897,005(80,903,947,370
Cred. eurr. acets...| —550,000,000/11,637,799,667|20,551,999,350(16,519,082,879
Propor’'n of gold on
hand to sight liab +0.68% 70.62% 80.83% 79.12%

a Includes bills purchased in France. b Includes bills discounted abroad.

Bank of Germany Statement

HE statement for the first quarter of December

shows an increase in gold and bullion of 126,000
marks, bringing the total up to 88,277,000 marks.
Gold a year ago aggregated 78,648,000 marks and
two years ago 397,752,000 marks. Reserve in foreign
currency, silver and other coin, notes on other
German banks and investments register increases,
namely 40,000 marks, 27,592,000 marks, 3,498,000
marks and 414,000 marks respectively. The Bank’s
reserve ratio is now 2.319%,, compared with 2.229,
last year and 11.79, the previous year. Notes in
circulation record a loss of 141,544,000 marks, bring-
ing the total down to 4,044,580,000 marks. Circula-
tion a year ago stood at 3,716,833,000 marks and the
year before at 3,455,858,000 marks. A decrease also
appears in bills of exchange and checks of 199,-
369,000 marks, in advances of 36,487,000 marks, in
other daily maturing obligations of 70,622,000 marks
and in other liabilities of 1,819,000 marks. Below we
furnish a comparison of the different items for three

years:
REICHSBANK'S COMPARATIVE STATEMENT

Changes
Jor Week Dee. 7 1935 | Dee. 7 1934 | Dec. 7 1933
Assets— Reichsmarks Retchsmarks | Reichsmarks | Reichsmarks
Gold and bullion -+4-126,000 88,277,000 78,648,000 397,752,000
Of which depos. abroad No change| 21,034,000| 21,204,000/ 52,633,000
Reserve in forelgn curr. -+40,000 5,296,000 4,177,000 5,838,000
Bills of exch. and checks| —199,369,000|3,951,769,000(3,707,422,000|3,003,474,000
Silver and other coln.. .. -+27,690,000| 155,626,000 180,643,000| 208,852,000
Notes on other Ger, bks. 3,498,000 8,417,000 8,762,000 7,764,000
Advances. .. .. .cceaes —36,487,000 41,695,000 91,519,000 75,873,000
Investments ;! +414,000| 661,602,000| 756,331,000 529,000,000
Ot.[hg:'bai.?et,s —7,797,000| 778,885,000f 681,565,000/ 511,102,000
L/ ities—
Notes in elrculation....| —I141,544,000(4,044,580,000(3,716,833,000/3,455,858,000
Oth. daily matur. oblig- —70,622,000| 735,486,000| 856,840,000 414,272,000
Other liabilities —1,819,000{ 290,417,000 312,597,000 246,374,000
Propor, of gold & for'n
curr. to note eircul'n. +0.08% 2.31% 2.22% 11.7%

New York Money Market

ONEY market dealings remained on a very
small scale in New York this week. Idle
funds continued to accumulate and excess reserves
of member banks over requirements mounted to ever
higher levels. There was a little more demand for
accommodation, but it was trifling in comparison
with the available supplies of money, and rates re-
mained unchanged in all departments of the market.
The Treasury sold last Monday an issue of $50,-
000,000 discount bills due in 273 days, and awards
were made at an average discount of 0.108%, com-
puted on an annual bank discount basis. Call loans
on the New York Stock Exchange were 349 for all
transactions, whether renewals or new loans. Time
money was offered freely at 1% for all maturities up
to six months, with takers few and far between. Lit-
tle activity was noted in commercial paper or bank-
ers’ bills, rates being carried over.

New York Money Rates

EALING in detail with call loan rates on the
Stock Exchange from day to day, 34 of 19
remained the ruling quotation all through the week
for both new loans and renewals. The market for
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time money shows no change, no transactions having
been reported this week. Rates are now quoted at
19 for all maturities. The market for prime com-
mercial paper has been fairly active this week though
transactions have been restricted to some extent by
a short supply of higher grade paper. Rates are 349
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
been exceptionally good this week, but transac-
tions have been few due to the shortage of prime bills.
Rates are unchanged. Quotations of the American
Acceptance Council for bills up to and including 90
days are 3-16%, bid and 4%, asked; for four months,
}4% bid and 3-169, asked; for five and six months,
34% bid and 5-169, asked. The bill buying rate of
the New York Reserve Bank is 149, for bills running
from 1 to 90 days, 349, for 91- to 120-day bills, and
1% for 121- to 180-day bills. The Federal Reserve
banks’ holdings of acceptances increased from $4 -
675,000 to $4,679,000. Open market rates for ac-
ceptances 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 Day ——150 Days —120 Days—

Bid Asked Bid Asked Bid Asked
56 % S16 X 3

—90 Day ——60 Day —30 Days—

Bid Asked Bid Asked Bid Asked

Prime eligible bills 36 % 36

FOR DELIVERY WITHIN THIRTY DAYS
Eligible member banks

Primeeligible bills . - . oo ...

Discount Rates of the Federal Reserve Banks

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

Rate in
Effect on
Dee. 13

Federal Reserve Bank Previous

Rate

Feb. 8 1934 214
Feb, 21934 2
Jan. 2%
May 2
May 2%
Jan, 234
Jan, 23
Jan,

May

May

May

Feb. 16 1934

Date
Established

® X

B2 B0 B0 1O RO B0 B B3 = 0O = IO

Course of Sterling Exchange

TERLING exchange is exceptionally steady.
Fluctuations are narrow and show hardly any
perceptible change from last week. Trading on this
side is limited, but the steady flow of funds to London
shows that the pound is in demand at other centers.
The practical cessation of United States Treasury
purchases of silver in the London market which have
hitherto been considered a supporting factor for
sterling is thus far without effect on foreign exchange
quotations. The French franc has firmed up to such
an extent that no support is required from the
British exchange control. The range for sterling this
week has been between $4.9214 and $4.9314 for
bankers’ sight bills, compared with a range of between
$4.921% and $4.931% last week. The range for cable
transfers has been between $4.923¢ and $4.9334 com-
pared with a range of $4.925§ and $4.93%% a week ago.
The following tables give the mean London check
rate on Paris from day to day, the London open
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market gold price, and the price paid for gold by the
United States:

MEAN LONDON CHECK RATE ON PARIS
Saturday, Dec. 74.562 | Wednesday, Dec. 11
Monday, Dec. 9 _.__ 74.701 | Thursday,
Tuesday, Dec. 10 74.74 | Friday,

LONDON OPEN MARKET GOLD PRICE

Saturday, Dec.
Monday, Dec.
Tuesday, Dec.

. 1}4d. | Wednesday, Dec. 11.__141s. 214d.
5. J4d. | Thursday, Dee. 12___141s. 2d.
| Friday, Dec. 13_._141s. 114d.

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

$35.00 | Wednesday, Dec. 11

35.00 | Thursday,

35.00 | Friday,

Saturday, Dec.
Monday, Dec.
Tuesday, Dec.

An outstanding feature of the finanecial situation
likely to have a bearing on foreign exchange as the
sharp drop in the price of silver in world markets on
Monday and Tuesday. It had been considered
hitherto that the heavy purchases of silver for
account of the United States Treasury were an
important factor in giving firmness to sterling.

Ample proof of the accuracy of this view was
afforded on several occasions a few months ago, as
for instance, when on Aug. 14 the Treasury acquired
in one day approximately 25,000,000 ounces of silver,
causing sterling to rise to $4.9814 from $4.9734 at
the previous close. Frequently since then the
market has had evidence of excessively large pur-
chases of silver in London for United States Treasury
account which were accompanied by sharp advances
in sterling in terms of the dollar, attributable to no
other cause than the Treasury transactions. Since
Aug. 14 silver purchases in London for United States
account seem to have averaged around $1,500,000 of
sterling daily, no small element of support consider-
ing the extremely low volume of business on com-
mercial account.

Upon the withdrawal of the Treasury’s agents on
Monday and Tuesday, accompanied by the sharp
decline in silver prices, there was not the least sign
of disturbance in the foreign exchange market.
Sterling continued steady. Trading was very light.
The steadiness was the more remarkable inasmuch as
there is every indication of a consistently good
demand for United States securities in the London
market. The conclusion to be drawn is that there
must be a large offsetting flow of funds to the
London market, either for investment or for safety.

On Wednesday the United States Treasury seemed
to have resumed purchases in the London silver
market, thus preventing a further erratic collapse in
the price, but according to the best obtainable infor-
mation the total purchases on that day did not exceed
450,000 ounces, whereas for months purchases for
United States Treasury account ran between 2,-
000,000 and 3,000,000 ounces a day.

The steady daily purchases of gold in the London
open market, chiefly for account of foreign interests,
are an important factor giving steadiness to sterling
at this time, which is recognized as the peak of
seasonal pressure against the pound on commercial
account.

All London indices point to the continued upward
trend of domestic business in England with a con-
sequent mood of confidence prevailing not only in
the City but throughout the country. At the end of
November the London clearing banks’ deposits were
at a new high of £2,039,494,000, an increase for the
month of £3,820,000. The London bank clearings
increased between the first of January and the end
of November by 59, or £1,647,942,000.
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Owing to the low rates of interest now prevailing in
London for government issues and other gilt-edged
securities, and in view of the high taxation, investors
on the other side are turning to industrial securities.
The greater faith in industrials is justified by expand-
ing profits, increasing dividends being reported daily
by companies representative of virtually all trades.
The banks and other large institutional investors are,
of course, still obliged to invest a large part of their
funds in gilt-edged securities. Owing to the in-
creased trade activity, higher wages, and better
purchasing power, the Bank of England circulation is
much greater than a year ago.

Open market money rates are expected to firm up
fractionally during the holiday period, in view of
year-end settlements, but thus far there is no change
in these rates, and should firmness develop it will be
of the most temporary character. Call money
against bills is in supply at 189,. Two- and three-
months’ bills are 9-169, to 949, four-months’ bills
94% to 11-169%,, and six-months’ bills 11-16%, to 34 %.

All the gold available in the London open market
was taken for unknown destinations, chiefly for
hoarding with the London banks. On Saturday last
there was available £127,000, on Monday £226,000,
on Tuesday £506,000, on Wednesday £268,000, on
Thursday £195,000, and on Friday £266,000. On
Tuesday the Bank of England bought £515,057 in
gold bars; on Thursday £250,412.

At the Port of New York the gold movement for
the week ended Dec. 11, as reported by the Federal
Reserve Bank of New York, was as follows:

GOLD MOVEMENT AT NEW YORK, DEC. 5-DEC. 11, INCLUSIVE
Imports Ezports
$46,000,000 from France
4,437,000 from Holland
3,328,000 from Canada
804,000 from India

117,000 from Russia
3,000 from Guatemala

$54,689,000 total
Net Change in Gold Held Earmarked for Foreign Account
Decrease: $496,000

Note—We have been notified that approximately $986,000 of gold was
received at San Francisco, of which $866,000 came from China and $120,000
came from Australia.

The above figures are for the week ended on

Wednesday. On Thursday $9,529,900 of gold was
received, of which $5,937,100 came from France,
$1,694,000 from Canada, $1,552,000 from India,
$277,200 from Chile, and $49,600 came from Eng-
land. There were no exports of the metal but gold
held earmarked for foreign account increased
$297,200. On Friday $3,049,300 of the metal was
received, of which $1,891,100 came from France,
and $1,158,200 came from Canada. There were no
exports of the metal or change in gold held earmarked
for foreign account. On Thursday it was reported
that $387,000 of gold was received at San Francisco
from China.

Canadian funds during the week were quoted in
terms of the United States dollar from a discount of
1149 to a discount of 13-169%,.

Referring to day-to-day rates sterling exchange on
Saturday last was steady in extremely dull trading.
Bankers’ sight was $4.9254@$4.93; cable transfers,
$4.923{@%$4.93Y4{. On Monday in limited trading
the pound was steady. The range was $4.923/@
$4.93 for bankers’ sight and $4.9274@%$4.931% for
cable transfers. On Tuesday sterling displayed a
slightly firmer undertone and narrow fluctuations.
Bankers’ sight was $4.93@%$4.9314; cable transfers,
$4.9314@$4.9334. On Wednesday the market con-
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tinued dull and sterling steady. The range was
$4.9234@%$4.9234 for bankers’ sight and $4.9215@
$4.927% for cable transfers. On Thursday sterling
was slightly easier. The range was $4.9214@$4.9234
for bankers’ sight and $4.9234@$4.927% for cable
transfers. On Friday sterling was slightly more
active. The range was $4.9254@$4.9274 for bankers’
sight and $4.923/@%$4.93 for cable transfers. Clos-
ing quotations on Friday were $4.923{ for demand
and $6.61 for cable transfers. Commercial sight
bills finished at $4.9234; 60-day bills at $4.917%;
90-day bills at $4.91%3%; documents for payment
(60 days) at $4.917%, and seven-day grain bills at
$4.9214. Cotton and grain for payment closed at
$4.9237.

Continental and Other Foreign Exchange

RENCH francs are firmer, ruling ever since
Friday of last week at rates which preclude
further gold shipments from Paris to New York.
The greater firmness in the franc is due largely to a
restoration of confidence in the internal political
situation in France as M. Laval seems to have
successfully reconciled opposing elements. The
improved tone is likewise attributed to a general
feeling that the Italo-Ethiopian conflict will not reach
European shores.

The Bank of France rediscount rate continues at
6%, to which point it was raised on Nov. 25. The
Paris market expected at least a full 1% reduction
in the rate on Dec. 11. While the reduction has been
deferred, it is still expected that the rate will be
rapidly lowered in the days immediately ahead,
barring unforeseen adverse developments.

The current Bank of France statement as of Dec. 5
shows a further loss in gold holdings of 285,856,808
francs. It is thought probable that the forthcoming
statement, for Dec. 12, may also show a loss of gold,
but the present decrease and any that may appear in
the Dec. 12 statement represents engagements of
gold made a few weeks ago. The current loss com-
pares with the severe loss shown in the Nov. 29
statement of 2,834,237,571 francs and brings the
total loss of gold by the Bank of France in the past
seven weeks to approximately 6,121,000,000 francs.

While currently the spot franc is firmer, franc
futures are at a discount. Thirty-day francs fluetu-
ated this week between 5 and 10 points discount,
while 90-day francs had a discount range of between
15 and 23 points. The wide discount on future
exchange indicates uncertainty, but the future franc
rate is very much improved as compared with the
quotations prevailing a few weeks ago.

Belgas continue the strongest of the Continental
currencies reflecting the slow and steady improve-
ment which has developed in the Belgian economic
situation. The statement of the National Bank of
Belgium for the week ended Dec. 5 shows a further
increase in gold holdings of 6,600,000 belgas, bring-
ing the total gold stock to 3,486,700,000 belgas. The
bank’s ratio of gold to circulation stands at 83.58%,
while its ratio of gold to sight liabilities is 67.36%.

Italian lire continue to be only nominally quoted,
but even the nominal quotation is sagging. Last
week TItalian cable transfers were quoted at 8.10.
The rate this week was frequently at 8.08 and
ranged during the week between 8.08 and 8.10. No
official information reaches the market in regard to
the financial and economic position of Italy.
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The German foreign exchange situation continues
critical. Neither the active trade balance nor Ger-
many’s export trade as a whole render available
sufficient foreign exchange to enable Dr. Schacht to
meet his most urgent requirements. Practically all
Germany’s foreign trade is on a barter basis. Of the
total German exports not more than 209, represents
straight sales against dollars, pounds, or any other
currency not subject to exchange restrictions. This
proportion. however small, requires still further
qualification. About one-half is earmarked for the
payment of interest on short-term ‘‘standstill’” debts
(which is still transferred in cash to al! countries), for
certain privileged debt payments, freight, insurance,
expenses of diplomatic and other agencies abroad.
Hence 109, of total export proceeds is all that the
Reichsbank can dispose of freely for the purchase of
goods which can not be bought from Germany’s
clearing partners. This extreme restriction accounts
for the high, near par, quotations for the so-called

free or gold mark. The various blocked marks are

at a severe discount.

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

Old Dollar New Dollar
Parity Parity
6.63
16.95
8.91
32.67
68.06

Range
This Week
6.59% to' 6.617%
16.84 to 16.88
8.08 to 8.10
32.40 to 32.491%
67.68 to 67.85

France (franc)
Belgium (belga)
Italy (lira)
Switzerland (franc)

Holland (guilder) 40.20

The London check rate on Paris closed on Friday
at 74.51 against 74.57 on Friday of last week. In
New York sight bills on the French center finished
on Friday at 6.60, against 6.5914 on Friday of last
week; cable transfers at 6.61, against 6.6014; and

commercial sight bills at 6.58, against 6.5714. Ant-
werp belgas closed at 16.86 for bankers’ sight bills
and at 16.87 for cable transfers, against 16.86 and
16.87. Final quotations for Berlin marks were 40.23
for bankers’ sight bills and 40.24 for cable transfers,
in comparison with 40.26 and 40.27. Italian lire are
nominally quoted at 8.08 for bankers’ sight bills
and at 8.09 for cable transfers, against 8.09 and 8.10.
Austrian schillings closed at 18.83, against 18.80;
exchange on Czechoslovakia at 4.151%4, against
4.1434; on Bucharest at 0.801%, against 0.80; on
Poland at 18.90, against 18.88; and on Finland at,
2.1814, against 2.18. Greek exchange closed at
0.9315 for bankers’ sight bills and at 0.94 for cable
transfers, against 0.937% and 0.943%.
L e
XCHANGE on the countries neutral during the
war presents no new features of importance.
The Scandinavian currencies move in close sympathy
with sterling. Holland guilders are relatively easy
in terms of the dollar although the Dutch situation
shows steady improvement. The softness in dollar
relationship is partly seasonal but is due chie'ly to
transfers of Dutch funds to American security
markets. The current statement of the Netherlands
bank shows an increase of 2,000,000 guilders in gold,
bringing the total stock to 630,100,000 guilders. The
gold cover is at 74.8%. Guilder futures are ruling
at rather severe discounts in terms of the dollar, due
largely to the conviction that Dutch money will
move into American investments for some time to
come. These funds represent largely surplus ac-
cumulations in Holland and can not be construed as
a flight from the guilder. The Dutch bank rate
continues at 3149,, where it was fixed on Nov. 13
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and thus far, at least, there are no indications of
necessity for marking up the rate.

Bankers’ sight on Amsterdam finished on Friday
at 67.72, against 67.91 on Friday of last week; cable
transfers at 67.73, against 67.92; and commercial
sight bills at 67.70, against 67.89. Swiss francs closed
at 32.4315 for checks and at 32.4415 for cable trans-
fers, against 32.46 and 32.47. Copenhagen checks
finished at 22.01 and cable transfers at 22.02, against
22.00 and 22.01. Checks on Sweden closed at 25.41
and cable transfers at 25.42, against 25.41 and 25.42;
while checks on Norway finished at 24.76 and cable
transfers at 24.77, against 24.76 and 24.77. Spanish
pesetas closed at 13.69 for bankers’ sight bills and at
13.70 for cable transfers, against 13.67 and 13.68.

XCHANGE on the South American countries
displays steady improvement and a greater
degree of freedom in the so-called unofficial markets.
The Argentine situation is particularly promising.
The Central Bank of Argentina’s statement for
Nov. 30 shows ratio of gold reserve to notes in circu-
lation of 145.49,, while the ratio to total sight
liabilities stands at 80.839;. A few days ago the
Argentine central bank discounted with 10 Argentine
commercial banks and banking institutions three
series of Argentine government short-term notes
aggregating 25,300,000 pesos, with interest rates
varying from 2%, to 3%. Within a few days the
Department of Finance will authorize the National
Mortgage Bank to issue 50,000,000 pesos new
mortgage cedulas (internal bonds) bearing 5%
interest. Argentina is finding it both convenient
and easy to rely more on its own capital savings.
Argentine paper pesos closed on Friday, official
quotations, at 32.86 for bankers’ sight bills, against
32.85 on Friday of last week; cable transfers at 3275,
against 327%. The unofficial or free market close was
97.40@27.45, against 27.50@27.55. Brazilian mil-
reis, official rates, are 814 for bankers’ sight bills and
8.46 for cable transfers, against 814 and 8.45. The
unofficial or free market close was 5.55, against 5.55.
Chilean exchange is nominally quoted on the new
basis at 5.19, against 5.19. Peru is nominal at 24.82,
against 24.95.
RN
XCHANGE on the Far Eastern countries seems
not to have been materially affected by the
sharp drop in silver prices in the London market, due
largely to recent legislation in Nanking and Hong
Kong bringing the Hong Kong and Shanghai dollar
into close relationship with sterling exchange.
Shanghai is now pegged to sterling at the rate of
1s. 214d. per dollar. There are no positive indica-
tions from official sources that the United States
Treasury has permanently abandoned its world silver
purchases. Department of Commerce figures pub-
lished on Dec. 12 show that silver imports in Novem-
ber aggregated 87,729,568 ounces, which is the
highest in a long time and compares with 68,384,037
ounces acquired in October. Of the total imports in
November 79,375,684 ounces came from Kngland,
clearly indicating the concentration there of silver
purchases by the Treasury. The magnitude of the
November imports may have had a part in causing
the Treasury to diminish its buying. Practically all
the silver bought by the Treasury in London in
recent months represents metal smuggled from China
despite the fact that death is the penalty for smuggling.
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Closing quotations for yen checks yesterday were
28.77, against 28.75 on Friday of last week. Hong
Kong closed at 3214/@32 5-16, against 33 9-16@
3324: Shanghai at 2934@293/, against 2974@30;
Manila at 50.05, against 50.05; Singapore at{57.75,
against 57.90; Bombay at 37.24, against 37.22; and
Calcutta at 37.24, against 37.22.

Foreign Exchange Rates

PURSUANT to the requirements of Section 522

of the Tariff Act of 1922, the Federal Reserve
Bank is now certifying daily to the Secretary of the
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
DEC. 7 1935 TO DEC. 13 1935 INCLUSIVE

|
| Noon Buying Rate for Cable Transfers in New York
Country ind Monetary Value in United States Money
Unit

| Dec. 7 Dec. 9 | Dec. 10 | Dee. 11

1 Dec. 12 | Dec. 13

Euro, s [ s
Austiia, sehilling .187966* .187966*
.168515 | .168615
.013375% .013375*
.041482 | 041464
.219816 | .219925
4.923583 |4.927500
.021730 | .021740
.066115
.402330

' s | s s |
.187616% .187833% .187866* .
Belgium, belga -168476 | 1168396 | .168419 | .
Bulgaria, lev .013500% .013375* .013375% .
Czechoslovakia, krone 041445 | 041425 | 041421
Denmark, krone 219987 | 219950 | 220108
England, pound steri'g 4.928916 4.027333 |4.031166
Finland, markka 021745 | 021735 | 021735
France, franc 0 | 1065951 | .065068
2402183 |
1009400 |
| 1676992 ; .
1206250* 2062
.080900% .08
1247533
1188480
| 044880
007875
1136671
254000
1324017
1022900

.080791*
247518
.188580
Portugal, escudo.
Rumania, leu
Spain, peseta
Bweden, krona
Switzerland, frane...| .324428
Yugoslavia, dinar, 022900
Asla— |
China— !
Chefoo (yuan) dol'r, .296250
Hankow(yuan) dol'r .296666 |
Shanghal(yuan) dol.| .295937
Tientsin(yuan) dol'r| .296666 |
dollar.| .329375
371775 |
287130 |
.675625 |

| 007975
.136783
254054

.007868
.136928
254016
. .324453
022912 | 022887

022803 | .022900

.205833 |
206250
205625
206250
320062
371860

.295833
296250
295625
296250
328750
372085

293333
293750
293541

202916
.203333
292916
203333
316250
371510

.203333
293750
.203333
.293750
318125
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Japan, yen___ 287215 | .287480 .287110 | ,287190
Singapore (8. 8.) dol'r -575625 | .576875 | .576250 | .575625 575625
Australasia—

Australia, pound...._. (3-910937* 3.911562%3.013437% 3.000375* 3.910625%3.912812*

N;w‘ fealand, pound. 3.941250* 3.941875"‘3.943750‘ 3.940312%3.940937%3.943125*%
rica—

South Africa, pound. . 4.874000"4.873250"’4.876250*'4.870500‘ 4.869000‘l4.873250‘

North America—
wanada, dollar......| .988750 | .988750 | .980088 | .988828 | .088084 991761
Cuba, peso 999200 2 -999200 | .999200 | 999200 | .999200
Mexico, peso (silver).| .277675 -277675 | 277675 | .277675 | 277675

986250 986562 | .986437 | .086562 | 989375

Newfoundland, dollar
South America—
Argentina, peso.. -328575% .328400% .328275% ,328325*
Brazil, milreis. _ -083020% .083916* .083920% .084170*
Chile, peso -050950% .050950*% .050950* .050950*
-801500% .802125*% .802750% .802750*
-570600* .569800% .569000* .566600*

.328400*
| .083920%
.050950%
| .802750%
| .571500%

*Nominal rates; firm rates not avallable,

Uruguay.

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
Dec. 12 1935, together with comparisons as of the
corresponding dates in the previous four years:

Banks of— 1935 1934 1933 1932 1931

£
121,428,364
543,048,064
46,089,300
89,873,000
60,848,000
75,096,000
73,074,000

£
140,305,216
666,750,956
36,935,000
90,333,000
62,888,000
86,049,000
74,290,000
89,166,000
11,443,000

£
191,705,790
616,632,306
17,259,550
90,435,000
76,361,000
76,681,000
77,744,000,
61,710,000
14,341,000 g
6,555,000 7,937,000 7,399,000 8,015,000
6,602,000 6,573,000 8,014,000 6,559,000

0 Tatal\geek.- 1,097:207,494/1,250,937,640 1,236,830,646/1,273,573,172|1,097,327,728
\\LPreV. week_|1,201,930,825(1,250,862,95111,239,656.154 1,273,985,612(1,071,768.687
Ta re the gold holdings of the Bank of France as reported in the new form

- b Gold holdings of the Bank of Germany are exclusive of ghld held
d, the amount of which the present year Is £1,051,700.

£

192,736,935
658,514,505
2,872,200
50,666,000
65,081,000
70,308,000
71,513,000
69,482,000
15,785,000
7,396,000
6,583,000

£

200,062,992
527,239,347
3,362,155
90,209,000
42,575,000
52,342,000
99,431,000
46,743,000
22,086,000

England. ..
France a__
Germany b

v
Netherlands
Nat. Belg._
Switzerland
Sweden____
Denmark _
Noryay ...

| An Administration on the Defensive

Indications are multiplying that the Administra-
tion, in spite of the protestations of its supporters
that everything is going as well as should be expected,
is actually in a position where it has need to look to
its defenses. There is a natural disposition, when

Financial
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criticism is rife and opposition is gathering headway,
to put the best foot forward and make as good a pre-
sentation of the case as possible. Mr. Roosevelt did
this with a good deal of popular effectiveness in his
speech on Monday before the convention of the Ameri-
can Farm Bureau Federation at Chicago. Unfor-
tunately, however, he failed to answer some of the
most fundamental objections to the Administration’s
farm program, and some of his claims were rebutted
in Secretary Wallace’s annual report which was
made public on Tuesday. The questions with which
the members of the Supreme Court bombarded So-
licitor General Stanley Reed on the same two days,
in the course of his arguments for the government
in the trial of the Agricultural Adjustment Act and
Bankhead Cotton Control Act cases, were clear in-
timations that the Administration’s course might not
prove to be all plain sailing. Add to these the rebuke
which the Home Owners’ Loan Corporation received
in the Wisconsin case, the outbreak of opposition
which has greeted Major Berry’s “greatest industrial
conference ever held” at Washington, the refusal of
the utility holding companies to register with the
Securities and Exchange Commission, a further in-
crease in the cost of living from October to November
as reported by the National Industrial Conference
Board, and the figures produced by William Green
showing an unemployment total of 11,650,000 in Oc-
tober, and we have a situation over which the Admin-
istration may well feel concern.

The account of the agricultural revival which Mr.
Roosevelt gave at Chicago was, on the surface, highly
encouraging. It described vividly the depression of
the farming industry before the New Deal took hold,
contrasted the conditions then with improved condi-
tions now, reiterated the aim to bring about parity
between agricultural and industrial prices, pointed to
increased sales of farm machinery and automobiles
as evidences of returning prosperity for the farmers,
and defended at some length the recent reciprocal
tariff treaty with Canada. It also made clear the
conviction of the Administration that without Fed-
eral aid a restoration of agricultural health and
“balance” could not have been expected, and left no
doubt of the purpose of the Administration to con-
tinue in the way in which it has already gone. It was
distinctly an optimistic speech, phrased in Mr, Roose-
velt’s best manner and evidently intended to claim
everything that could be claimed without appearing
to claim too much.

What was omitted, however, is quite as important
as what was included. There was no reference, for
example, to the fact that the original Agricultural
Adjustment Act was unconstitutional in so far as it
attempted to confer legislative power upon the Ex-
ecutive in the determination of rates of taxation, or
to the question of the constitutionality of processing
taxes which is now before the Supreme Court. Noth-
ing was said about the effect of the processing taxes
in raising the cost of food to consumers or the cost
of materials to manufacturers, or of the expanding
list of products to which such taxes, together with'
other restrictions, have been applied, or of the ex-
traordinary authority given to the Secretary of Ag-
riculture to extend the list under certain competitive
conditions. It was not to be expected that reference
would be made to the great number of Federal em-
ployees needed to administer the system or the polit-

ical machine which has thus been built up, but these
. _,.-‘ _
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are nevertheless essential elements in the picture.
Mr. Roosevelt was certainly within his rights in
making as strong and convinecing a presentation of
the agricultural case as possible, but it is to be re-
gretted that he did not accord more sincerity to his
critics. It was neither fair nor dignified to say that
“lifting prices on the farm up to the level where the
farmer and his family can live is opposed chiefly by
the few who profited heavily from the depression,”
that “it is they and their henchmen who are doing
their best to foment city people against the farmer
and the farm program,” and that “it is that type of
political profiteer who seeks to discredit the vote in
favor of a continued corn-hog program by comparing
your desire for a fair price for the farmer to the ap-
petite of hogs for corn.” The Canadian treaty may or
may not have all the good effects that Mr. Roosevelt
predicted, but it was going far to declare that “dis-
pensers of discord are saying that farmers have been
victimized” by the treaty “and are painting pictures
of a great flood of imports of farm products rushing
across the border.”

On the question of parity, a subject to which Mr.
Roosevelt devoted much space in his speech, the Presi-
dent and the Secretary of Agriculture do not seem
to be in accord. “The true measure of farm prosper-
ity,” Secretary Wallace declares in his annual report,
“is the farm income rather than merely the relation-
ship of farm prices to other prices. Scarcity condi-
tions can raise prices almost indefinitely, but not in-
comes. By reducing acreage and live stock breeding
greatly the farmers could raise their prices still more
in relation to other prices, but they would penalize
consumers, cause a big drop in the consumption of
farm products and stimulate farm competition. Par-
ity prices are not an end but a means. They are nec-
essary, but they are not all that is necessary to es-
tablish a good rural-urban balance. Farm income ig
a better criterion.” His conclusion was that “it may
seem necessary to find some other definite basis for
determining what share of the national income
should go to agriculture.” Elsewhere in his report he
declared that “in the long run the farm income de-
pends on the buying power of consumers. .. . Before
agriculture can get an increased share, the national
income must be increased. . . . Until consumer in-
comes rise from their present levels, consumers are
not likely to spend much more for food and other ag-
ricultural products than they did this year.”

The parity theory has been one of the underlying
principles of New Deal policy. The decision which
the Supreme Court handed down on Monday regard-
ing the Home Owners’ Loan Corporation Act struck
a fatal blow at another New Deal contention. An
amended provision of the Act, passed in the last ses-
sion of Congress, authorized the transformation of
State loan and savings associations into Federal cor-
porations, with the consent of 51% of the shares, not-
withstanding any prohibitions of State laws. The
provision was contested by three Wisconsin institu-
tions, subject under the laws of that State to regu-
lation by a State agency and enjoying the status of
quusi-pul)lic corporations. The government argued
that the conversion was justified by the power given
to Congress to coin money and regulate its value, and
the authority given to State banks under the Na-
tional Banking Act to become National banks with
the consent of two-thirds of their stockholders.

Chief Justice Hughes made short work of the Cor-
poration’s pretensions. The provision in question,
he declared, “is an unconstitutional encroachment
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upon the reserved powers of the States.” “The power
of transformation,” if sustained on the ground that
State laws are inconsistent, is “not confined to
building and loan associations or savings banks or in-
surance companies or to members of the Home Loan
Bank, except by the adventitious features of this par-
ticular enactment. It extends in that view to monied
corporations generally, and even to other corpora-
tions if Congress chooses to convert them into crea-
tures of the Federal government. Compulsion, by
hypothecy, being lawful, the percentage of assenting:-
shares voted in a given instance or exacted by a given
statute assumes the aspect of an accident. Fifty-one
per cent is the minimum required here. Another Act
may reduce the minimum to 10% or even 1%, or
dispense with approval altogether.” Thus, again, did
the Chief Justice find a New Deal pretension without
support in the Constitution, and put the Adminis-
tration in a position where it needs to explain why
such a claim was ever made.

The opposition which broke out in the Berry con-
ference had been long in developing, and only the
violence of its initial manifestation could have been
a surprise. There is a deep conviction among Ameri-
can business men and industrialists that organized
co-operation with the government, under whatever
form it may be attempted, will prove an entering
wedge for a return to the essential principles, if not
the methods, of the National Industrial Recovery
Act, and that it is for this purpose that the so-called
“gkeletonized” National Recovery Administration
has been kept going. The revolt of business and in-
dustry against Federal control will be intensified
if the Administration gives its support to the labor
demands which William Green announced to the
conference on Tuesday, for among the demands are
found the shortened work week without reduction
of wages, collective bargaining, and reinforcement of
existing labor laws by the enactment of the O’Ma-
honey Federal Licensing Bill. Taken in connection
with the contest in the courts over the Public Utility
Holding Company Act, there is evidence of more
widespread and determined opposition to the busi-
ness policies of the Administration than there has
been at any previous time.

The significance of judicial dissent and popular
opposition is enhanced by the near approach of the
next session of Congress and the presidential cam-
paign. That Mr. Roosevelt will make a strong de-
fense of his policies and ask for their continuance
and extension goes without saying. If, however, the
Supreme Court in the interval sets aside, either as
a whole or in important parts, the Agricultural Ad-
justment Act, the Bankhead Cotton Control Act and
the Holding Company Act, the foundations of New
Deal policies will be so badly shaken as greatly to
éendanger the whole structure. There are other
points, too, at which defense is needed. The country
will want to know why there are still eleven or twelve
million of unemployed, why food prices continue to
rise, whether Treasury outlays are to be radically
curtailed with a view to balancing the budget,
whether Federal housing, admittedly a failure thus
far, is to continue on the program, whether the bur-
den of old age pensions and unemployment insurance
is to be added to other financial burdens, and what
is to be done to rehabilitate the railroads. The Ad-
ministration, in short, has reached a point where
there is imperative need of justifying its course. The
strategic situation has changed, and the once ag-
gressive New Deal isnow on the defensive.

Chronicle.
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Morality and Expediency in World
Politics

There is something peculiarly shocking to the
moral sense in the Ethiopian “peace terms,” so-
called, that were made public in a general summary
on Monday and in an official text yesterday. In com-
plete disregard, apparently, of Ethiopian opinion
and the declared policy of the League, the Foreign
Secretary of Great Britain and the Premier of
France have agreed upon a plan, intended to be en-
dorsed by their respective governments and submit-
ted to Premier Mussolini, under which more than half
of the territory of Ethiopia is to be given to
Italy as the price of an agreement to stop the war.
Both in the area of the territory which it is proposed
"0 allot, and in the selection of the areas of which
Ethiopia is to be dispossessed, the proposal goes far
beyond the arrangement which was suggested to the
League some months ago, when it was hoped that
sanctions might be avoided, and beyond anything
that British and French experts who have been work-
ing on the subject at Paris are supposed even to have
considered. Part of the territory in question is
thought to be sterile and unhealthy, but another
large part is fertile and suitable for European coloni-
zation. In addition to the allotment of territory, the
plan is understood to give to Italy control of a port
in Eritrea which is to be assigned to Ethiopia, but
since the port is to be reached by a corridor through
Ttalian territory and the interior region which the
corridor touches will be in Ttalian hands, Italy can
take both the corridor and the port whenever it feels
strong enough to do so.

From whatever point of view the plan is regarded,
its provisions are amazing. Ever since the Italo-
Ethiopian controversy reached the stage where hos-
tilities were imminent, it has been generally under-
stood that Ethiopia would probably have to submit
to some deprivation of territory, and there have been
intimations from time to time that the Emperor
would be willing to agree to some cession. The Hoare-
Laval proposal, however, gives Italy a good deal
more than Italy has ever asked for. The League of
Nations, having solemnly declared that Italy is the
aggressor, stands committed to the rejection of any
settlement to which Italy, Ethiopia and the League
do not agree. Now, in open disregard of both Ethi-
opia and the League, Great Britain and France plan
a settlement which gives Ttaly a bonus and wipes out,
to all intents and purposes, the stigma of aggression.
How the assent of either Ethiopia or the League was
to be obtained was not indicated, but the two Powers
evidently thought that their united pressure would be
sufficient to overcome any objections. For Italy, the
lure held out is a vast allotment of territory to which
neither Great Britain nor France has the slightest
legal or moral claim, and relief from present sanc-
tions and others which the League might possibly
impose. For Ethiopia, the reward is the recognition
of “complete sovereignty and independence” in such
territory as will be left to it, and the privilege of
asking the aid of the League in carrying out “neces-
sary and inevitable reforms.”

To what extent the action of Sir Samuel Hoare
and Premier Laval registered the previous decisions
of their governments is not yet known. The first re-
ports from London were to the effect that the British
Cabinet, while surprised and somewhat disturbed at_
the publication of the terms, would probably accept
them, but stormy debates in the House of Commons
and outspoken criticism in the country appear to
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have given the Cabinet pause, and Prime Minister
Baldwin’s remarks in the House were not of a kind
to do either him or his government any credit. It
is now reported that the plan may be modified, but
how the plan in any form can be reconciled with po-
litical morality is hard to see. Sir Samuel Hoare is
not so powerful a figure politically as to defy his
colleagues and deliberately take the diplomatic bit
in his teeth, and it will probably appear, when the
whole truth is known, that he acted with all needful
authority, that he and the Cabinet were chagrined
at the premature announcement of the scheme, and
that the revolt of public opinion was unexpected. No
great effort to read between the lines is required to
see that Captain Anthony Eden, who at first was re-
ported to be so indignant that he meant at once to
resign, yielded to official pressure in remaining in
office. If there was hope of acceptance by Ethiopia,
it has been dashed by the indignant denunciation of
the plan, in a formal statement by the Ethiopian
Minister at Paris, as bestowing a reward upon an
aggressor and ignoring the position taken by the
League.

An Ethiopian protest was to be expected, but the
most significant signs of revolt have appeared in the
League. Commenting some months ago upon the sit-
uation within the League, when the appeals of Tthi-
opia were being ignored and the Ethiopian delegate
was excluded from committee conferences, we
pointed out that the treatment which Great Britain
and France were then according to Ethiopia might
at any time be visited upon other small States if
controversies with larger Powers arose, and that
the protection which the Covenant was supposed to
offer to all League members was showing itself to be,
in the case of small or weak States, hardly more than
a form of words. One or two of the smaller Powers,
indeed, were reported at the time as feeling some
anxiety over their own possible future, but the Brit-
ish and French had control, and the later pressure
for sanctions banished for the time being, appar-
ently, all thought of other dangers.

The announcement of the Paris plan changed the
situation overnight. Never since the League was
formed has so sharp a rift appeared among the mem-
ber States. Spokesmen of the smaller Powers have
made no concealment of their resentment at the ac-
tion of Great Britain and France in ignoring the
League and planning an unjust settlement, and their
words have been echoed in Canada, South Africa,
Poland and Soviet Russia. The halo which has sur-
rounded the League has suddenly vanished, and in
place of an elaborate peace mechanism the League
appears as a war instrument which Great Britain
and France have used for their own purposes, and
in which the smaller States serve only as pawns in
the diplomatic game.

Thanks to the resistance of the lesser Powers, two
things have been accomplished. The scheme of sub-
mitting the Paris plan to a small committee which
Great Britain and France would control has been
defeated, and a full meeting of the Council has been
called for next Wednesday to consider the plan and
decide what shall be done. Mr. Eden, meantime, has
declared that the plan was “neither definitive nor
sacrosanct.” The proposals, he said, were “sugges-
tions which, it is hoped, may make possible the begin-
ning of negotiations. If the League does not agree
to these suggestions, we will make no complaint. In-
deed, we would cordially welcome any suggestions
for their improvement.” Whether this was a diplo-
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matic way of intimating that the two Powers would
be glad of a chance to back out of the matter, in view
of the storm which the proposals have stirred up, or
only a move to divert attention while negotiations
are being pressed, is not clear. The remarkable out-
break of public opposition in England, and the vio-
lent partisan attacks in France, seem to support the
former explanation. For the moment, however, the
League has called a halt, and the small States are
responsible for it. The two Powers will perhaps
think twice before inviting a wider and more vigor-

3751
ous opposition in which large States may openly join.
The motives which induced the extraordinary
Anglo-French proposals, while still a matter of con-
jecture, do not seem to be altogether obscure. The
proposal to add oil to the list of articles to which
sanctions would apply has aroused some serious mis-
givings, partly because such action would be certain
to intensify Italian hostility to the League and make
peace negotiations much more difficult, and partly
because the United States cannot be counted upon
(Continued on page 3755)
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Gross and Net Earnings of United States Railroads for the
Month of October

Like other commercial indices, gross and net earn-
ings of railroads now are reflecting a substantial
degree of recovery from the depression. The im-
provement is less marked, of course, than might be
expected in view of the gains to be noted in other
spheres of business, but that is due to fairly plain
causes such as the requirement of the Federal regu-
lating authorities for exorbitantly high wage scales
and the ever-increasing competition of motor and
other carriers. These factors and the extremely
heavy taxation with which the railroads are strug-
gling are preventing the chief carriers of the nation
from exhibiting that degree of resilience displayed
in some other aspects of the American business scene,
So serious are the still prevalent adversities that
directors of another great railroad, the St. Louis
Southwestern Railway Co., found it advisable on
Dec. 3 to vote for the suspension of interest pay-
ments due Jan. 1 next on various bond obligations,
With default by a railroad of such prominence more
than a possibility, it would be idle to claim that the

troubles of the principal carriers are over because

some increase now is shown in earnings. In one
sense the necessity for fairer treatment has been
recognized through passage of the Motor Carrier Act,
which now is being implemented, but this tendency
should be carried to much greater lengths.
Notwithstanding such considerations, it is plain
that the railroads shared in October to an enlarged
degree in the business recovery of the current year,
Gross earnings of 144 roads amounted to $340,591,477
in that month, against $292,495,988 in October of last
year, the increase being $48,09548¢, or 16.449%. Net
earnings, abnormally depressed heratofore, showed a
rebound to $108,551,920 from $81,039,275, a gain of
$27,5612,645, or 33.95%. Due largely to the enforced
restoration or the luﬂh wage scales of the pre-depres-
sion years, operating expenses absorbed an undue
part of the increase of revenues, and this is a matter
of especial importance, since it may necessitate in
some instances a further deferment of repairs and
proper maintenance. But the improvement now to
be noted remains substantial, and it is likewise a
matter for gratification that analysis of the returns
by districts and regions discloses gains in every part

of the country.

Month of October—
Mileage of 144 roads 7 385
Gross earnings . - - o e cceaana $340, .)')1 477
Operating expenses 232,039,557
Ratlo of expenses to earnings. 68.13% 72.29% —4.169

Net earnings $108,551,920  $81,039,275 827,512,645

It is obvious, from what has been said, that im-
provement in many aspects of trade and industry
contributed to the gains in railroad earnings now
noted. As instances showing the industrial trend
during the month under review, the statistics regard-

ing automobile production ~ome first in order. Here

1934
238,791
$292,495,988
211,456,713

Ine. (+) or Dec. (—)

406
-+ $48, 0‘).) 1489
120,582,844

we find that the output of motor vehicles was more
than double that of October 1934—275,021 cars as
against 131,991 cars—and moreover was the largest
on record for the month since October 1929. In Octo-
ber 1933 the number of cars turned out was 134,683,
up from 48,702 cars in October 1932 and 80,142 cars
in October 1931. In 1930 the output of automobiles
was 154,401 cars, and back in October 1929, 380,617
cars. There was also gratifying improvement in the
iron and steel industry. According to the statistics
compiled by the Iron and Steel Institute, production
of steel ingots reached 3,116,184 gross tons, or 110%
more than the 1,481,902 gross tons produced in Octo-
ber 1934. This, also, is the largest ingot output for
the month since 1929, the comparisons being 2,084,894
tons in October 1933, 1,087,058 tons in October 1932,
1,590,180 tons in 1931, 2,692,539 tons in 1930, and
4,534,326 tons in October 1929. In the case of pig
iron, the “Iron Age” reports that 1,978,411 gross tons
were produced in October the present year as against
only 951,062 tons in October 1934 and 1,356,361 tons
in October 1933. Back in 1932 the output was 644,808
tons; in 1931, 1,173,283 tons; in 1930, 2,164,768 tons,
and in 1929, no less than 3,588,118 tons.

Turning to another industry—that of the mining
of coal—we find that while the soft coal output was
on a greatly increased scale, it having been the
largest since 1930, there was a decided falling off in
the case of the anthracite production. In October
the present year the quantity of bituminous coal
mined in the United States aggregated 36,697,000 net
tons as compared with only 32,807,000 net tons in
October 1934 ; 29,656,000 tons in 1933 ; 32,677,000 tons
in 1932, and 35,700,000 tons in October 1931, but
comparing with 44,150,000 tons in October 1930 and
no less than 52,174,000 tons in October 1929. On the
other hand, the current year’s output of Pennsyl-
vania anthracite was only 4,271,000 net tons as
against 4,729,000 net tons in October 1934 ; 4,711,000
tons in October 1933; 5,234,000 net tons in 1932;
6,561,000 net tons in 1931 ; 7,443,000 tons in 1930, and
8,026,000 tons in 1929.

In the building industries greater activity was
decidedly pronounced. The F. W. Dodge Corp.
reports that construction contracts awarded in the
37 States east of the Rocky Mountains in October the
present year called for an expenditure of $200,-
863,700 as compared with $135,224,800 in October
1934, or an increase of almost 50%. It is, moreover,
the largest total for the month since October 1931.
The comparisons back to 1929 are: $145,367,200 in
October 1933; $107,273,900 in 1932 ; $242,094,200 in
1931 ; $336,706,400 in October 1930, and $445,642.300
in October 1929. Lumber production, as might be
expected, in view of the increase in the building
trade, also showed a large increase. According
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to the figures compiled by the National Lumber
Manufacturers Association, an average of 577 iden-
tical mills for the five weeks ended Nov. 2 1935 show
a cut of 1,140,645,000 feet as against 717,798,000 feet
in the same five weeks of 1934. This is a gain of 59%
over last year and is 53% above the record of com-
parable mills during the corresponding period of
1933. Shipments of lumber in the same five weeks
aggregated 1,043,683,000 feet as compared with only
720,278,000 feet in the corresponding period of 1933,
an increase of 45%. Orders received, too, in the same
five weeks were on a greatly increased scale, having
been 1,015,558,000 feet as against 729,397,000 feet in
the similar period of 1934, or 399% higher than those
of 1934 and 42% above those of the corresponding
weeks of 1933.

As it happens, too the Western grain movement
was on a greatly enlarged scale in October the
present year than in the month a year ago—in fact,
it was the largest recorded for October in all recent
years. The increase extended to all the different
staples save corn, the movement of which was very
much smaller than in the month last year. We deal
in detail with the Western grain traffic in a separate
paragraph further along in this article, and will
therefore only note here that the receipts at the
Western primary markets of the five cereals, wheat,
corn, oats, barley and rye, combined, for the four
weeks ending Oct. 26 the current year reached
58,429,000 bushels as against but 38,772,000 bushels
in the corresponding four weeks of 1934 ; 44,874,000
bushels in the similar period of 1933; 54,991,000
bushels in 1932; 52,908,000 bushels in 1931; 55,
888,000 bushels in 1930, and 74,025,000 bushels in
the same four weeks of 1929,

The best indication, however, of railread traffic as
a whole is furnished by the returns showing the load-
ing of revenue freight, as these deal with all classes
of freight and cover all parts of the United States,
and hence furnish a sort of composite picture of
freight traffic as a whole on the entire railroad sys-
tem of the country. On that point the statistics com-
piled by the Car Service Division of the Association
of American Railroads show that for the four weeks
of October 1935 the loading of revenue freight totaled
2,881,924 cars as against only 2,534,940 cars in the
same period of 1934 ; 2,632,481 cars in October 1933,
and 2,534,048 cars in October 1932, but comparing
with 3,035,450 cars in October 1931; 3,817,786 cars
in 1930, and no less than 4,679,411 cars in the same
period of 1929.

With substantial increases in gross and net earn-
ings alike, the distinctive feature of the returns for
the railroads of the country as a whole, so the returns
of the separate roads and systems are distinguished
for the same characteristic. Gains in both gross and
net, many of them of large size, in the case of vir-
tually all the leading roads and systems, come from
all parts of the country and from all classes of roads.
The roads and systems distinguished in that way,
indeed, are so numerous that it would involve too
much time and space to enumerate them all, even in
the case of the roads that outrank others in that
respect. We need, however, mention only a few
roads and systems to indicate the general tendency
toward a marked improvement as compared with the
poor results in October a year ago. Taking first the
Pennsylvania RR. and the New York Central System
(which head the list for increases in gross earnings),
we find that the former enlarged its gross of a year
ago in amount of $4,838,184 and its net earnings in
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amount of $1,170,839, and that the latter increased
its gross earnings by $3,589,168 and its net earnings
in amount of $2,285,955. These figures cover the
operations of the New York Central and its leased
lines. Including the Pittsburgh & Lake Erie, the
result is an increase in gross earnings of $3,995,358
and of $2,474,845 in net. The Great Northern, with
a gain in gross earnings of $3,007,091, reports a gain
in net of $2,375,186; the Southern Pacific, with an
increase in gross of $2,807,526, shows a gain in net
of $1,653,064; the Baltimore & Ohio has added
$2,846,904 to its gross earnings and $1,099,753 to its
net earnings; the Union Pacific, with $2,111,059
increase in gross, has a gain in net of $1,121,776; the
Chesapeake & Ohio, with $1,961,354 increase in gross,
reports a gain of $1,498,264 in net; the Atchison To-
peka & Santa Fe, with a gain of $1,917,728 in gross,
shows $873,815 increase in net; the Chicago Mil-
waukee St. Paul & Pacific, with $1,315,663 gain in
gross, has added $692,830 to its net, and the
Norfolk & Western, with an increase of $1,280,326
in gross, has enlarged its net by $1,438,766. In
the table we now present all changes are shown
for the separate roads and systems for amounts
in excess of $100,000, whether increases or de-
creases, and in both gross and net. It will be
observed that the Bangor & Aroostook is the only
road having a loss in gross earnings in excess of the
$100,000 limit, and that the same road, along with
the Long Island RR., the Central of New Jersey, and |
the Lehigh Valley, are the only roads which have suf-
fered losses in the net of $100,000 or over.

PRINCIPAL CHANGES IN GROSS EARNINGS FOR THE MONTH
OF OCTOBER 1935
Increase Increase
L Deny. & Rio Gr. West'n .. 313,090
inc, New Orleans &

Chic. R. I. & Pac. (2rds.)

Lake Sup. & Ishpeming_

059 | Bessemer & Lake Erie. . _

54 | Seaboard Air Line

728 | Yazoo & Miss. Valley .. .
3 |[Chie. St. P. Minn., &

Pennsylvania
New York Central .
Great Northern.. . .
Baltimore & Ohio .
Southern Pacifie (2 rds.) -
Union Pacific (4 roads) - -

hesapeake & Ohio
Atchison Topeka & S. Fe
Chic. Milw. St. P. & Pac.
Norfolk & Western
Hlinois Central. -
Northern Pacific. . -
Louisville & Nashville. -
Pere Marquette
I

Jhic, Burl, uiney. . .
Erlais oate el Chic. & Eastern Tllinois

i

9| Central of Georgia______

36 Det. Toledo & Ironton._ .
3 | Col. & Southern (2 rds.) -

Mobile & Ohio

Gulf Mobile & Northern..

S

RO SN ROTTS
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Increase
259,811
257,004
234,324
232,318
212,481

il

Great Northern
New York Central
Southern Pacific (2 rds.) -
Chesapeake & Ohio
Norfolk & Western
Pennsylvania_ .. _.___._
Union Pacific (4 rds.)-..
Baltimore & Ohio
Northern Pacific. -
Southern
Atch. Top. & Santa
Pere Marquette
Erie (2roads)__________ 71
Chic. Milw. St. P. & Pac.
Missouri-Kansas-Tex_ . _
N. Y. Chicago & St. L__
Dul. Missabe & Northern
Minn, St. P. & S.S. M
Missouri Pacific.
Illinois Central _ _ o
Y.N. H. & Hartford .
Grand Trunk Western._._

Reading
Chic. Burl. & ¢
Virginian_ _

Elgin Joliet & Eastern_ - -
‘Cﬂ;hoc]ln{\z & I.n(l)(el Erie. = 119,029
nn. New Orleans & e g
Texas P:ciric_ A 263,030 Total (4 roads)....... $678,416
a These figures cover the operations of the New York Ceatral and the
leased lin(s—fClevelmld Ciocingati Chicago & St. Louis, Michigan Oentral
Cincianati Northern and Evansville Indianapolis & Terre Haute. In-
cluding Pittsburgh & Lake Erie, the result is an increase of $2,474,845.

Grand Trunk Western._ . 39,829 | Dela. Lack. & Western...
- Y.N. H. & Hartford - 39,946 | Al
Missouri Pacific 633,258 | Spokane Portl. & Seattle
N. Y. Chic. & St. Louis_ St. Louis Southwestern.. .
Wabash 5| Texas & Pacific. ...
Missouri-Kansas-Texas - 5| Chicago Indianapolis &
Minn. 8t. P. & 8.8, Marie Louisvill
Duluth Missabe & Nor.. Pittsburgh & West. Va__
Elgin Joliet & Eastern___ Kansas City Southern. __
\};Vheﬁling & Lake Erie.. . Los Angeles & Salt Lake_
eading R T
Virginian Total (67 roads)...... $46,516,358
8t. L. San Fran. (3 rds.).
Pittsburgh & Lake Erie_ _ Decrease
Chicago & North West'n Bangor & Aroostook.... $139,580
Western Pacific
Boston & Maine 318,627! Total (1 road) $139,580
a These figures cover the operations of the New York Central and the
leased liaes—Cleveland Cincinnati Chicago & St. Louis, Michigan Central,
Cincinnati Northern and Evansville Indianapolis & Terre Haute. In-
cinding Pittsburgh & Lake Erie, the result is an iacrease of $3,905,358.
FRINCIPAL CHANGES IN NET EARNINGS FOR THE MONTH OF
OCTOBER 1935
Increase
$2,375,186 | Denver & Rio Gr. West'n
a2,285,955 | St. L. San Fran. (3 rds.).
,653,064 | Atlantic Coast Line
264 | Lake Sup. & Ishpeming.
3| Yazoo & Miss. V{:lley-_-
39 | Bessemer & Lake Erie. _
3 | Western Pacific
3 | Wabash
3 Pitts. & Lake Erie
Colo, & Southern (2 rds.)
Detroit Toledo & Ironton
,266 | Texas & Pacific
9,809 e
692,830 | Chic. & Eastern Illinois_
Chic. St. P. Minn. &
Omaha
Gulf Mobile & Northern .
Central of Georgia
;‘ Alton

Decrease
$281,816
153,198
124,403

59 | Long Island

3| Central of New Jersey. .. ..
Bangor & Aroostook. ...
Lehigh Valley
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When the roads are arranged in groups or geo-
graphical divisions, according to their location, as is
our custom, the favorable character of the showing as
compared with October last year is brought out very
strikingly by the fact that all three districts—the
Bastern, the Southern and the Western—including
all the several regions grouped under these various
districts, record gains in both gross and net earnings
alike. As previously explained, we group the roads
to conform to the classification of the Interstate
Commerce Commission. The boundaries of the dif-
ferent groups and regions are indicated in the foot-
note to the table:

SUMMARY BY GROUPS
District and Region 0ss Earnings———
Month of October 1935 1934 Ine. (+) or Dec. (—)
Eastern District— $ S o
New England region (10 roads).... 13,227,568 12,228,930 5 8.17
Great Lakes region (24 roads) 63,044,725 54,624,814 48,419,911 15.41
Central Eastern region (18 roads).. 66,920,243 56,764,461 +10,155,782 17.89

Total (52 roads) 143,192,636 123,618,205 19,574,331 15.83

Southern District—
Southern fegion (28 roads)
Pocahontas region (4 roads)

Total (32 roads)

Western District—
Northwestern region (16 roads) ... 46,868,603
Central Western region (20 roads). 63,349,601
Southwestern reglon (24 roads).... 25,659,519

Total (60 roads) 135,877,723
Total all districts (144 roads) 340,591,477

District and Region
Month of October ——Mileage——
Eastern District— 1935 1934
New England region.. 7,098 7,142
Great Lakes region. .. 26,726 26,869
Central Easternreg'n. 25,044 25,080

58,868 59,091

39,877,462
21,643,756

61,521,218

[ 34,413,674
17,922,085

52,335,759

5,463,788
+3,721,671

9,185,459

38,643,793
54,879,362
23,018,869

48,224,810
8,470,239
+2,640,650
116,542,024 19,335,699
202,495,088 48,095,489

-Net Earnings-

19334 Inc.(+) or Dec.(—)
3,238,129  4-250,348 ':7.073

12,824,669 5,286,011 41.22
17,857,985 + 3,448,307 19.31

33,920,783 8,984,666 26.49

1935
S
3,488,477
18,110,680
21,306,292

42,905,449

Southern District—
_Southern region 30,097 39,301

10,204,790
Pocahontas reglon... 6,014 6,035

10,918,725
21,123,515

7,023,530
7,608,658

14,632,188

+3,181,260 45.29
+3,310,067 43.50

+6,491,327 44.36

45,111 45,336

Western District—
Northwestern reglon.. 48,272
Central Western reg'n 54,820
Southwestern region.. 30,314

48,519
55,158
30,687

16,984,062
20,388,401
7,149,593

11,243,304 +5,741,658 51.07

16,002,875 4,385,526 27.41
5,240,125 +1,909,468 36,44

134,364 44,522,056 32,486,304 +4-12036,652 37.05

Total all districts....237,385 238,701 108,551,920 81,039,275 +27512,645 33,95
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. Louls and the Mississippl River
to the mouth of the Ohio River, and north of the Ohlo 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 Regton—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.

Pocahontas 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 Reglon, north of a line from Chicago to Omaha and thence to Portland
and by the Columbia River to the Pacitic.

Central Western Region—Comprises the section south of the Northwestern Reglon
west of a line from Chicago to Peorla and thence to St. Louls, and north of a line

from St. Louls to Kansas City and thence to El Paso the M
B hs Pantiol y and by the Mexican boundary

Southwestern Region—Comprises the section lying between the Mississippl River
south of St. Louls and a line from St. Louis to Kansas City and then
and by the Rio Grande to the Gulf of Mexico. Y d <2 el

We have already pointed out that Western roads
(taking them collectively) had the advantage of a
very much larger grain traffic than in October last
year—in fact, the largest for the month since 1929,
With the single exception of corn (the movement of
which was on a greatly reduced scale as compared to
a year ago), all the different cereals, in greater or less
degree, contributed to the increase, the gain in the
case of wheat and of oats having been particularly
pronounced. Thus for the four weeks ending Oct. 26
1935, receipts of wheat at the Western primary mar-
kets aggregated 26,329,000 bushels as compared with
only 12,221,000 bushels in the same four weeks of
1934 ; of corn, only 8,156,000 bushels as against
15,304,000 bushels; of oats, 11,874,000 bushels as
compared with 4,256,000 bushels; of barley, 9,093,000
bushels as compared with 5,488,000 bushels, and of
rye, 2,977,000 bushels as compared with 1,503,000
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bushels. Altogether, the receipts at the Western pri-
mary markets of the five items, wheat, corn, oats,
barley and rye, daring the four weeks ending Oct. 26
the current year aggregated 58,429,000 bushels as
against only 38,772,000 bushels in the same four
weeks of 1934 ; 44,874,000 bushels in the same period
of 1933 ; 54,991,000 bushels in 1932; 52,908,000 bush-
els in 1931, and 55,888,000 bushels in 1930, but com-
paring with 74,025,000 bushels in the corresponding
period of 1929. In the subjoined table we give the
details of the Western grain movement, in our usual
form:

Chronicle

WESTERN FLOUR AND GRAIN RECEIPTS

4 Wks.Ended Flour Wheat Corn Barley
Oct. 26 (bdls.) (bush.) (bush.) (bush.)

Chicago—
1935.... 945,000 1,890,000 2,957,000 810,000
1934.... 819,000 1,066,000 3,182,000 868,000
Minneapolis—
1935

Rye
(bush.)
804,000
914,000

Oats
(bush.)
2,059,000

895,000

10,572,000
4,228,000

399,000
1,180,000

2,749,000
542,000

3,448,000
1,405,000

911,000
178,000

4,658,000 57,000
2,306,000 16,000

2,896,000
241,000

866,000
10,000

2,394,000 18,000
1,945,000 7,000

1,717,000
657,000
Milwaukee —
1935..--
1934....
Toledo—
1935.--- -
1934....
Detroit—
1935..--
1934..--
Indianapolis & Omaha—
19 2,151,000
652,000

80,000
51,000

11,000
428,000

235,000
361,000

164,000
203,000

673,000
493,000

68,000
104,000

730,000
470,000

9,000 24,000
118,000 4,000

18,000
32,000

125,000
120,000

175,000
120,000

85,000 1,000
110,000 28,000
82,000

1,387,000
266,000

3,332,000

1,617,000
364,000

1934--__
St. Louis—
1935..--
1934. ...
Peoria—
1935.... 156,000
1934.... 145,000
Kansas City—
1935. .-~
1934..--
St. Joseph—-
193,

470,000
468,000

1,148,000
650,000

600,000
906,000

472,000 17,000
528,000 3,000

86,000
166,000

1,674,000
1,364,000

208,000
69,000

167,000
93,000

62,000
45,000

3,769,000
1,361,000

520,000
3,998,000

441,000
322,000

424,000
199,000

113,000
530,000

321,000
327,000

1934_ -
Wichita—
1935.---
1904. -~
Stouzr City—
1935 o=
1934..--

Total all—
1935----
1934...-

603,000
531,000

33,000
53,000

4,000
45,000

169,000
21,000

95,000
246,000

128,000
50,000

1,713,000
1,528,000

26,329,000
12,221,000

8,156,000

1 11,874,000
15,304,000

4,256,000

9,093,000
5,488,000

Wheat
(bush.)

18,221,000
20,204,000

Barley
(bush.)

5,826,000
8,737,000

Corn
(bush.)

20,535,000
54,256,000

Flour
(bbls.)

7,702,000
7,324,000

Minneapolis—
193,

Oats
Jan. 1 to (bush.)
15,338,000
11,820,000

50,742,000
37,536,000

2,532,000
15,594,000

23,363,000 18,707,000

7,190,000 20,226,000 ,000
16,539,000
20,977,000

107,000
4,263,000

12,833,000
1,410,000

5,471,000

4,516,000 524,000

1934..--
Milwa ukee—
1935. .-~
1934..--

Toledo—
1935..--
1034..--

Detroit—
1935.---
1934..--

Indianapolis & Omaha—

193 34,000 21,438,000
20,630,000

12,841,000
13,488,000

87,000

700,000 444°000

646,000

4,148,000
3,242,000

4,440,000
7,878,000

1,930,000
1,589,000

69,000

3,965,000 8
178,000

4,348,000

148,000
168,000

10,969,000
10,061,000

883,000
1,288,000

481,000
322,000

156,000
405,000

727,000
667,000

909,000
1,058,000 895,000
615,000

4,048,000
S 1,140,000

33,648,000

10,938,000
6,854,000

32,000
23,000

1934..--

St. Louis—
1935..-- 4,910,000 12,872,000
1934.... 5,082,000 16,836,000

Peoria—
1935...- 1,581,000
1934...- 1,723,000

Kansas Clty—
1935...- 606,000 42,694,000
1934.... 480,000 36,592,000

St. Joseph—
1935..--
1934..--

Wichita—
1935..--
1934....

Stouz City—
1035..--
1934....

Total all—
1935....15,533,000 197,528,000 78,735,000 82,120,000 48,180,000 13,351,000
1934-_..15,255,000 187,580,000 173,974,000 43,866,000 51,292,000 12,733,000

On the other hand, the Western livestock move-
ment appears to have been considerably smaller
than in October 1934. At Chicago the receipts em-
braced only 9,917 carloads in October the present
year as against 14,679 carloads in October last year;
at Omaha but 4,605 cars as compared with 6,359 cars,
and at Kansas City only 5,692 cars as against 8,561
cars.

As to the cotton traffic in the South, this was on a
greatly increased scale so far as the port movement

8,407,000 139,000

12,365,000

5,193,000

1,142,000
4,519,000 8

39,000

1,840,000
1,976,000

2,411,000
2,203,000

1,066,000
1,416,000

11,571,000
13,473,000

13,881,000
22,053,000

3,297,000
1,514,000

1,460,000
5,504,000

1,918,000
1,617,000

12,988,000
14,999,000

150,000
1,214,000

89,000
153,000

565,000
2,033,000

689,000

872,000 209,000
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of the staple is concerned, but fell far below that of a
year ago in the case of overland shipments of cotton.
These latter aggregated only 78,705 bales in October
the present year as against J4,3(9 bales in Oectober
1934 and 89,836 bales in October 1933, but comparing
with 58,566 bales in October 1932; 74,219 bales in
October 1931; 78,670 bales in October 1930, and
84,965 bales in October 1929. Receipts of cotton at
the Southern outports in October the current year
reached 1,676,620 bales as compared with only
961,203 bales in October last year; 1,614,061 bales in
October 1933, and 1,562,157 bales in October 1932.
Going further back, however, compzu'ison is with
2,149,633 bales in October 1931; 2,090,822 bales in
October 1930, and 2,314,730 bales in October 1929.
In the subjoined table we give the details of the port
movement of the staple for the past three years:

RECEIPTS OF COTTON AT SOUTHERN PORTS IN OCTOBER 1935, 1934
AND 1933, AND SINCE JAN. 1 1935, 1934 AND 1933.

Since Jan. 1
1935 1934 1933

905,233|1,107,279/1,472,406
650/2,309,229

Month of October
1935 1934
390,846

Ports
1933

515,230
614,076
306,900

223,446
294,128

Savannah. ..
Charleston. .
Wilmington ..
18,666

,086
800 '

1,539 2,146 7,030 14,665
961,203/1,614,06114,066,42214,132,002!6,566,041

1,676,620

Results for Earlier Years

The substantial gains (as indicated above) recorded in
railroad earnings in October the present year—namely, $48,-
095,489 in gross and $27,512,645 in net—follow losses in Octo-
ber last year of $1,494,550 in gross and $9,217,800 in net, and
these decreases, in turn, came on top of $393,640 loss in Zross
and $7,336,988 loss in net in October 1933 ; $64,475,794 loss in
gross and $3,578,421 loss in net in 1932; $120,136,900 loss in
gross and $55,222,527 loss in net in October 1931 ; $125,569,031
loss in gross and $47,300,393 loss in net in October 1930,
and $9,890,014 loss in gross and $12,183,372 loss in net in
October 1929. On the other hand, these losses followed very
notable improvement in October 1928, when our tabulations
registered $36,755,850 gain in gross and $35,437,734 gain in
net. But these gains, in turn, came after decreases in the
previous year, our tabulations for October 1927 having shown
a falling off of $23,440,266 in gross and of $13,364,491 in net
as compared with 1926. Carrying the comparisons further
back, we find that the 1927 decreases came after increases in
1926 not materially different from the 1927 losses, the 1926
gains having been $18,043,581 in gross and $13,361,419 in
net. In the year before, too, that is, in 1925, the record was
one of increases in gross and net alike—$18,585,008 in gross
and $12,054,757 in the net; this was notwithstanding the
heavy losses then suffered by the anthracite carriers on
account of the strike then under way in the anthracite
regions, but at least, as far as the gross earnings are con-
cerned, the 1925 gain was little more than a recovery of the
loss sustained in October 1924, a year when industrial
activity was at a low ebb because of the then pending Presi-
dential election. In other words, in October 1924 there was
a loss in gross of $15,135,757 as compared with 1923. In the
net there was no falling off in October 1924, but rather an
improvement in the considerable sum of $26,209,836, due to
the great curtailment of operating expenses then effected as
a result of increasing efficiency of operations.

As a matter of fact, improvement in net results was a dis-
tinetive feature of the returns in virtually all the years (bar-
ring only 1927 and 1929) after the abandonment of govern-
ment operations and the return of the roads to private con-
trol, up to the collapse in October 1929, just as in the
period preceding net results had been growing steadily
worse, year by year. In October 1923 our compilations
showed $37,248,224 gain in gross and $20,895,378 gain in
net. It is true that if we go back still another year, to
1922, we find that gross earnings then increased only $13,-
074,292, following a tremendous loss in the year preceding
(1921), when trade was extremely depressed, and this was
attended by an augmentation in expenses of $30,758,244,
leaving, therefore, an actual loss in the net for the month in
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that year of $17,683,952. On the other hand, however, the
fact should not escape attention that in October 1921 a
prodigious saving in expenses had been effected—dire need
having forced the utmost economy and compelled the elimi-
nation of every item of outlay that could be spared or de-
ferred for the time being. Owing to this great saving in
expenses there was a substantial addition to the net in 1921
in face of the enormous contraction in the gross revenues.
In brief, the decrease in the gross in October 1921 reached
the huge sum of $105,922430, but this was attended at the
time by a saving in expenses in amount of no less than
$128,453,510, yielding a gain in the net of $22,531,080. Of
course, a genuine basis for the great cut in expenses in 1921
existed in the huge antecedent increases in expenses. In
addition, also, the carriers had the advantage of a 129
reduction in the wages of railroad employees made by the
Railroad Labor Board, effective July 1 1921.

As indicating the extent of the antecedent rise in operating
costs, it is only necessary to say that expenses kept mount-
ing in very pronounced fashion for a number of successive
years, owing to repeated advances in wages and the growing
cost of operations generally. So much was this the case that
even the big advances then made in railroad rates—-passen-
ger and freight—did not suffice to absorb the constant
additions to the expenses. The experience in that respect
of the carriers in October 1920 furnishes a capital illustra-
tion of the truth of this remark. The roads had then just
been favored with a new advance in rates, calculated to add
$125,000,000 a month to their gross earnings, and, accord-
ingly, our tabulations then showed an increase in gross
earnings in amount of $130,570,938, or 25.94% ; but, unfor-
tunately, $115,634,417 of this was consumed by augmented
expenses, leaving only $14,936,521 gain in the net earnings,
or 14.499. This growth in the expenses had added signifi-
cance in view of the huge rise in operating costs in preced-
ing years. Thus, in October 1919 our tables showed $18,-
942496 increase in gross, accompanied by $21,136,161 in-
crease in expenses, leaving actually $2,193,665 loss in net.
In October 1918, owing to the first great advance in passen-
ger and frelght rates made by the Director-General of
Railroads under government control, gross earnings regis-
tered a gain in the large sum of $106,956,817, or 28.30%, but
expenses moved up in amount of $1_-,4oO 404 or 47. 97%—
causing a loss in net of $15,493,587, or 12. ()3% In October
1917 the situation was much the same. The gross at that
time increased $43,937,332, but expenses ran up in amount
of $50,267,176, leaving net smaller by $6,329,844. In the
followm" we furnish a summary of the October compari-
sons of gross and net for each year back to 1909 :

Gross Earnings Mileage
Year Year Inc. (+) or
Given Preceding Dec. (—)

$251,187,152(8225,109,822| +$26,077,330
256,585,392| 253,022,867| + 2,662,525
260,482,221| 259,111,859 +-1,370,362
293,738,091( 258,473,408 35,264,683
300,476,017 —1,281,011
208,066,118/ —28,740,856
274,091,434
310,740,113
345,079,977
377,867,933
489,081,358
503,281,630 -130,570,938
,33: 640,255,263|—105,922,430
545,759,206| 532,684,914| 413,074,292
586,328,886| 540,080,662 -+ 37,248,224
571,405,130| 586,540,887) —15, 13.: 757
590,161,046/ 571,576,038
604,052,017| 586,008,436
582,542,179| 605,982,445 —23,440,266
616,710,737| 579,954,887 + 36,755,850
607,584,997| 617,475,011 —0.890,014
482,712,524| 608,281,5565|—125,569,031
362,647,702| 482,784,602|—120,136,900
208,076,110| 362,551,904| —64,475,704
297,690,747( 298,084,387 ~—393,640
202,488 ,478| 293,983,028) —1,404,550
340,501,477 202,495,988' +48,005,480

Mont
‘ L Year

Preced'p

Year
Given

222,632
232,162
236 291

0,
October

238,701

Net Earnings Ine. (+) or Dec. (—)

Month
Year
Preceding

$85,452,483
102,480,704
03,836,492 91,725,725
108,046,804 93,224,776

97,700,506 110,811,359
87,660,794 05,674,714
119,324,551 80,244 989
130,861,148 119,063,024
125,244,540 131,574,384
107,088,318 122,581,905
104,003,198 106,196,863
117,998,825 103,062,304
115,397,560
137,900,248
121,027,593
142,540,585
168,640,671
180,629,394
103,701,962
181,084,281
216,519,313
204,416,346
157,141,555
101,914,716

98,337,561

89,641,103

81,039,275

Year
Given

$990,243,438
01,451,609

Amount Per Cent
+$13,790,955 16.25
—11,029,005 10.76
+2, lOl 767 2.30
15.90

of
October

411,798,120
—6,320,844

420,895,378
+26,209,836
+12,054,757

— 12,183,372
—47.300,393
— 55,222,527

—3,578,421

108,551,920 +27.512,645
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Morality and Expediency in World
Politics

(Concluded from page 3751)

to join in the prohibition. Secretary Hull is consider-
ably less eager than he appeared to be to enforce a
kind of moral embargo in addition to the embargo
provided for by law, and some of the smaller Euro-
pean States, already restive under the restrictions
which sanctions have imposed upon their trade, are
believed to be strongly averse fo extending the sane-
tions list. Once the policy of sanctions was adopted,
however, consistency required that it should be ad-
hered to and, if need be, enlarged, but it was clear
enough that a further advance might prolong the
war and add to its complications. The Paris plan,
looked at from this angle, suggests a panicky state of
mind at Downing Street and the Quai d’Orsay, with
peace at a great price an immediate necessity if disas-
ter was to be averted.

Something may also be attributed to the gloomy
outlook at the London Naval Conference. Having
flatly rejected the demand of Japan for naval parity,
and learning also that France, while opposing parity
for Japan, will not accept any inferior status for it-
self the dominant Power in the Far East, and either
a naval race. That brings the situation in the Far
East into the picture. There seems to be no imme-
diate prospect of war in the Pacifie, but no one
doubts the fixed determination of Japan to make it-
self, the Conference faces the dreaded p0551b111ty of
the prolongation or the extension of war in Europe
and Africa would greatly aid the Japanese plans.
The political situation in Egypt, also, becomes more
rather than less disturbing. It may well have seemed
more than ever urgent that the Italo-Ethiopian war
should be ended as soon as possible, and ended to
the satisfaction of Italy. One may reasonably sus-
pect that the Paris offer, violative as it was of inter-
national morality and the professions which Great
Britain and France have made of respect for the
League, was made with an eye to the effect of a
speedy peace upon the situation in Asia. There ig
all too little ground for expecting that an Ethiopian
settlement on any terms would prevent an ultimate
conflict in the Pacific, but it would remove one
plague spot from the map and give Europe more time
to prepare.

The whole situation enforces once more the sound-
ness of the American policy of isolation and aloof-
ness. More than ever may the United States con-
gratulate itself that it is not a member of the League,
and in no way a party to the political scheme that
has been devised at Paris. Now that the nature of
European secret diplomacy has been again revealed,
it is increasingly clear that such methods are not
for us. It is to be hoped that no further entangle-
ments will result from the London Conference, for
in naval matters as in others the only safe course for
the United States is to keep its hands free.

New Capital Issues in Great Britain

The following statistics have been compiled by the Midland
Bank, Ltd. These compilations of issues of new ecapital,
which are subject to revision, exclude all borrowings by the
British government for purely financial purposes; shares
issued to vendors; allotments arising from the capitalization
of reserve funds and undivided profits; sales of already issued
securities which add nothing to the capital resorces of the
company whose securities have been offered; issues for con-
version or redemption of securities previously held in the
United Kingdom; short-dated bills sold in anticipation of
long-term borrowings; and loans by municipal and county
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authorities except in cases where there is a specified limit
to the total subscription. They do not include issues of
capital by private companies except where particulars are
publicly announced. In all cases the figures are based
upon the prices of issue.

SUMMARY TABLE OF NEW CAPITAL ISSUES IN THE UNITED KINGDOM
[Compiled by the Midland Bank Limited]

Year to
Nov. 30

Month of
November

£33,107,000
33,021,000
15,501,000
9,742,000
13,468,000
21,401,000
29,425,000
28,111,000
48,769,000
27,970,000
12,945,000

11 Months to
Nov. 30

£190,762,000
375,748,000
196,442,000
228,131,000
202,065,000
197,479,000
195,495,000
223,103,000
288,352,000
337,823,000
248,466,000
220,297,000
85,974,000
108,726,000
126,515,000
137,148,000
171,606,000

£197,910,000
422,527,000
204,906,000
247,484,000
209,602,000
199,174,000
221,561,000
257,505,000
308,515,000
364,185,000
273,163,000
225,581,000
101,836,000
111,418,000
130,828,000
143,502,000
184,648,000

10, 807 ,000
12,787,000
13,056,000
12,544,000

CAPITAL ISSUES IN THE UNITED KINGDOM BY MONTHS
[Compiled by the Midland Bank, Limited]

1932

£2,895,798
11,994,734
12,104,130
18,013,115
12,296,311

1933 1934

£8,310,263 £10,853,233
7,167,385 7,007,995
13,447,603 7,081,462
8,247,859 9,590,367
14,614,014 22,440,935
17,467,795 17,641,251 12,048,454
3,312,507 6,001,777 14,997,397
72,500 21,208,047 9,878,332
7,164,097 6,747,571
10,026,260 23,446,272
12,786,859 13,056,095

£137,148,113
13,041,644
£150,189,757

1935

£16,592,347
12,620,080
12,386,235
4,108,238
19,727,811
20,610,166

17,000
19,745,198
10,807,078

£108,726,166
4,312,163
£113,038,329

12 543 554
£171,606,269

£126,515,415
6,353,481
£132,868,896

GEOGRAPHICAL DISTRIBUTION OF NEW CAPITAL ISSUES IN THE
UNITED KINGDOM BY MONTHS

[Compiled by the Midland Bank, Limited]

United
Kingdom

India and |Other Brit.

Foreign
Ceylon | Countries

Countries

£
January - - 56,000| 269,000
i L 1,727,000
1,160,000

0
4,753,000
0 5,000

11,000
12,172,000] 67,000

89,960,000, 4,971,000/23,929,000
5,098,000 47,000| 867,000
95,059,000/ 5,018,000{24,796,000
8,682,000 1, 763 000

10,026,000
12,787,000

7,655,000(126,515,000

341,000{ 6,353,000
7,996,000/132,869,000
10,853,000

October...
November. .

11 months

11,016,000
97,618,000

9,122,000
106741000
14,433,000

13 1899 000 13,056,000
3,043,000{137,148,000

14,000 13,042,000
3,058,000/150, 190,000

16,592,000
12,620,000

35,903,000
3,355,000
39,258,000

49,999,000
4,761,000
7,344,000

-| 3,940,000

9,204,000

152248 000

15,000/ 3, 136,000
690,000115,815,000!

2,852,000 171,606,000

The Course of the Bond Market

Bond prices have remained at recent top levels without
much fluctation this week. The lower-grade rails, which
have advanced actively in recent weeks, fluctuated in a
mixed trend. U. 8. Government bonds remained as leth-
argic as they have been for some time. The average of
8 long term issues at 107.51 is now half-way between the
January low and the July high.

High-grade railroad bonds have moved in a narrow range.
Many gains recorded earlier in the week were later reduced
fractionally. Baltimore & Ohio 4s, 1948, closed at 1025%,
unchanged for the week; Union Pacific 4s, 2008, advanced
1 to 107. Lower-grade railroad bonds showed erratic
fluctuations. Baltimore & Ohio 5s, 1996, declined 1 to close
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at 74; New York Central 413s, 2013, at 7334, were up 34%;
Atlantic Coast Line 4 14s, 1964, lost 154, closing at 847%.

Price movements in the utility group have been confined
within narrow limits with no marked tendency either one
way or the other in any classification. Among high grades,
Metropolitan Edison 414s, 1968, and Commonwealth
Edison 334s, 1965, made peak prices at 10814 and 104,
respectively, while most issues in this group have been quite
stable. Among lower grades Lehigh Power Securities 6s,
2026, closed at 10914, up 14; Minneapolis Power & Light
5s, 1955, advanced 24 to 10114; Western Union Telegraph
58, 1960, at 103 were down 34; Interborough Rapid Transit
6s, 1932, closed unchanged at 64. After a lapse of severa]
weeks, there was new financing consisting of $45,000,000
Southwestern Bell Telephone 314s, 1964.

The industrial list has shown a mixed trend without regard
to quality but dependent to a degree upon the industry
represented. Thus, Vanadium Corp. 5s, 1941, dropped
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214 points to 8314, whereas General Steel Castings 51s,
1949, advanced 2 points to 90. Coal issues have been all
lower with particular weakness in Hudson Coal 5s, 1962,
off 214pointsat4014. On theother hand, the building group
has been generally higher with Walworth 6s, 1945, gaining
15 point to 93. Richfield Oil 6s, 1944 (Ctfs.), advanced
634 points to 3734. The U. S. Rubber 5s, 1947, after
making a new high at 102, closed at 10134, up %% point.

The most outstanding movement in this week’s foreign
bond market has been the recovery in Italian bonds, from
3 to 10 points, as a result of the peace negotiations. On
Friday, however, they lost a couple of points, when the
negotiations appeared to have run into some difficulties.
Other issues revealing strength included Polish, Austrian
and Japanese bonds, which gained up to 2 points. Minor
changes characterized the balance of the list.

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

MOODY'S BOND PRICESt
(Based on Average Yields)

MOODY'S BOND YIELD AVERAGESt
(Based on Indiofdual Closing Prices)

120 Domestic
Corporate* by Groups

P. U.

U. 8.

Goot.

Bonds
-

120 Domestic Corporate*
by Ratings

Aa A

1935
Daily
Avserages

120 Domestic Corporate 120 Domestic
59:‘315 by Ratings Corporate by Groups
atly

Averages A

=
s
=)

107.49
107.49
107.49
107.49
107.49
107.49
107.49

113.65
113.65
113.46
113.65
113.85
113.85
113.65

105.20
105.37
105.37
105.03
105.03
105.20
105.20

107.51
107.53
107.55

16..

2..
July 26..

June 28~

- [105.
109.20
105.66
106.81 .
99.06 74.25
93.85

74.67

66.38
79.68
66.04

105.37
117.02
104.51

105.15
Dee. 13'33!100.02

92.68 95.63
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level or the average movement of actual price quotations.
yleld averages, the latter being the truer picture of the bond market.
** Actual average price of 8 long-term Treasury issues.

They merely serve to lllustrate In a more comprehensive way the relative levels and the relative movement of
For Moody's Index of bond prices by months back to 1928, see the Issue of Feb. 6 1932, page 907.
t The latest complete 1ist of bonds used In computing these indexes was published In the lssue of May 18 1925.

page 3201. tt Average of 30 foreign bonds but adjusted to a comparable basis with previous averages of 40 foreign bonds

THE STATE OF TRADE—COMMERCIAL EPITOME
Friday Night, Dec. 13 1935.

Business activity continued to surge ahead. There was a
drop in coal output, petroleum runs and automotive activity
during the past week, but this was more than offset by car
loadings, electric output and steel activity, which are keep-
ing up at an excellent pace. The electric output reached a
new all-time peak. The break in silver had a very unsettling
effect, especially in commodity markets, cotton being the
chief sufferer for a time. Retail trade reports showed a
heavy volume of business, all departments reflecting Christ-
mas buying. The demand for wearing apparel continues
very marked. The cotton market experienced quite a break
in the early part of the week, but later recovered most of

Indications of Business Actil;ty

the losses. Wheat took a sensational leap forward to-day,
advancing the limit of 5c. in frenzied bidding. This great
spurt was due to the drastic action of Argentina in setting
a4 minimum price equal to 89¢. a bushel. This action of Ar-
gentina was wholly unexpected, and many big operators were
caught short. Other commodities were generally quiet and
showed no marked changes in prices. More business con-
cerns took favorable dividend action for their stockhol(ler.sr’.
Sears Roebuck & Co. sales for the four weeks ended Dec. 3
show a gain of 23% over the same period in 1934. J. C. Pen-
ney’s November sales totaled $24,979,608. This is an in-
crease of 16.89 over the same month last year and is a new
high record for that month. Liquor companies reported the
largest business since repeal. The weather in New York was
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somewhat warmer during the week. Rains and snow fell
early in the week, and to-day it was threatening and some-
what colder. Sheets of rain, which began falling Friday
night, rapidly filled creeks and bayous and swirled into the
low section of Houston Heights and the Airline farms com-
munity, isolating hundreds of persons in their homes. With
Buffalo bayou already out of its banks, and threatening a
repetition of the disastrous 1929 flood, all forces of the city
and hundreds of volunteer workers late Saturday night were
working feverishly to combat the damage of raging waters,
No loss of life was reported, but hundreds were marooned in
and near the city. Bridges across the White Oak bayou on
Heights Boulevard were rendered impassable when ap-
proaches on the north side were washed away. The rainfall
in Houston and vicinity ranged from 5 inches to more than
10 inches at Hiilendahl, about 10 miles west of Houston.
Property damage was estimated in millions of dollars, and
hundreds of persons were homeless. On the 11th inst. the
city’s flood death toll was reported as eight, and torrential
rains were falling, but the waters of the bayous were receding
despite the new precipitation. To-day it was cloudy and
cold here, with temperatures ranging from 37 to 44 degrees.
The forecast was for rain, with moderate temperature to-
night and Saturday. Overnight at Boston it was 30 to 44
degrees; Baltimore, 38 to 44; Pittsburgh, 32 to 38; Portland,
Me., 22 to 40; Chicago, 34 to 36; Cincinnati, 32 to 38; Cleve-
land, 32 to 40; Detroit, 32 to 34; Charleston, 54 to 60; Mil-
waukee, 34 to 36; Dallas, 40 to 58; Savannah, 54 to 64;
K;msns City, 40 to 52; Springfield, Mo., 36 to 50; Oklahoma
City, 40 to 54; Salt Lake City, 30 to 46; Seattle, 42 to 48;
Montreal, 26 to 34, and Winnipeg, 20 to 22.

—_—

Moody’s Daily Commodity Index Closes Slightly Higher
for Week

The sharp break in the foreign price of silver has been the
feature of this week’s commodity movements. However,
due to the sharp rise in wheat prices on Friday, Moody’s
Daily Index of Staple Commodity Prices closed at slightly
higher levels than last week, Friday’s Index of 166.4 com-
paring with 166.0 a week ago.

Other items exhibiting rising tendencies included serap
steel, hides and corn. On the other hand, top hogs, silver,
cotton, rubber, wool and cocoa declined, while silk, copper
lead, coffee and sugar remained unchanged. ’

The movement of the Index during the week, with com-
parisons, is as follows:

166.0|2 weeks ago, Nov. 29
--165.1| Month ago, Nov. 15

--165.7| Year ago, Dec
-_165.3 1934 }flgh—

“Annalist” Weekly Index of Wholesale Commodity
Prices Down 0.8 Point During Week of Dec. 10

A loss of 0.8 point for the week in The ‘“‘Annalist’’ Weekl
Index of Wholesale Commodity Prices reflected lower price};
for wheat and some of the other grains, flour, cattleand
other livestock, beef and cotton. In noting this, the
“Annalist’” also had the following to say:

Tin also was lower, while eggs, potatoes, barley and rye, cocoa, apples
and rubber made gains, of limited proportions in most cases. While the
decline of ths index reflected a number of forces, uncertainty about the fate
of the Agriculvural Adjustment Act as reflected in the Hoosac Mills case,
on which hearings opened Monday in tne Supreme Court, was probably
the most important single influence.

THE ANNALIST WEEKLY INDEX OF WHOLESALE
COMMODITY PRICES

Unadjusted for Seasonal Variation (1913==100)

Dec. 10, 1935 | Dec. 3 1935 | Dec. 11 1934

Textile products
Fuels...

Metals b
Bullding material
Chemicals

* Preliminary. y Revised. x Based on exchan:
and and Holland; Belgium included prior to Mnng)e. qll{x)%t;tlons RERNICE, BWitagr

—————

Revenue Freight Car Loadings Rise 66,706 Cars in
Week

Loading of revenue freight for the week ended Dec. 7 1935

totaled 637,133 cars. This is an increase of 66,706 cars
or 11.7%, from the preceding week, a rise of 85,648 cars.
or 15.5%, from the total for the like week of 1934, and an
increase of 95,141 cars, or 17.6%, over the total loadings for
the corrpspondmg week of 1933. For the week ended Nov.
30 loadings were 16.9% above the corresponding week of
1934 and 14.29% higher than those for the like week of 1933.
Loadings for the week ended Nov. 23 showed a gain of 15.09,
when compared with 1934 and a rise of 10.49% when come
parison is made with the same week of 1933.

The first 18 major railroads to report for the week ended
Dee. 7 1935 loaded a total of 300,165 cars of revenue freight
on_their own lines, compared with 269,997 cars in the pre-
ceding week and 261,657 cars in the seven days ended Dec. 8
1934. A comparative table follows:
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REVENUE FREIGHT LOADED AND RECEIVED FROM CONNECTIONS
(Number of Cars)

Loaded on Own Lines
Weeks Ended—

Received from Connections
Weeks Ended—

Dec. 7
1935

19,260
26,970
20,506
15,427

Nov. 30
1935

17,160
24,633
19,103
13,670
15,986

Dec. 8
1034

Dec. 7
1935

Nov. 30
1935

4,633
12,908

Dec. 8
1934

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

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

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

New York Central Lines

N. Y. Chicago & St. Louis Ry
Norfolk & Western Ry
Pennsylvania RR. .

Pere Marquette Ry

Pittsburgh & Lake Erie RR
Southern Pacific Lines___
Wabash Ry

18,031
23,882

4,723 7,281
300,1651269,997(261,657'170,998|162,303 140,051

x Excludes cars interchanged between 8. P. Co.—Pacific Lines and Texas &
New Orleans RR. Co.

TOTAL LOADINGS AND RECEIPTS FROM CONNECTIONS
(Number of Cars)

Weeks Ended—

Dec. 7 1935
21,087
30,790
13,151

65,028

Nov. 30 1935) Dec. 8 1935

19,830
27,141
11,566

58,537

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

x19,226
27,503
12,346

59,165

x Five loading days only.

The Association of American Railroads, in reviewing the
week ended Nov. 30, reported as follows:

Loading of revenue freight for the week ended Nov. 30 totaled 570,427
cars. This was an increase of 82,242 cars, or 16.8% above the corresponding
week in 1934 and an increase of 70,831 cars, or 14.2% above the same week
in 1933. For the second time this year loading of revenue freight exceeded
the corresponding week in 1931 by more than 10,000 cars. All three years
included Thanksgiving Day holiday. i

Loading of revenue freight for the week of Nov. 30 was a decrease of
76,076 cars, or 11.8% below the preceding week this year due to the
holiday.

Miszellaneous freight loading totaled 228,278 cars, a decrease of 29,273
cars below the preceding week, but an increase of 46,827 cars above the
corresponding week in 1934 and 45,238 cars above the same week in 1933.

Loading of merchandise less than carload lot freight totaled 137,846 cars,
a decrease of 23,245 cars below the preceding week, but an increase of
1,077 cars above the corresponding week in 1934. It was, however, a decrease
of 8,733 cars below the same week in 1933.

Coal loading amounted to 120,276 cars, a decrease of 12,273 cars below
the preceding week, but an increase of 16,679 cars above the corresponding
week in 1934 and 15,815 cars above the same week in 1933.

Grain and grain products loading totaled 30,162 cars, a decrease of 3,196
cars below the preceding week, but an increase of 6,381 cars above the
corresponding week in 1934 and 3,688 cars above the same week in 1933.
In the Western districts alone, grain and grain products loading for the
week ended Nov. 30 totaled 17,733 cars, an increase of 8,367 cars above the
same week in 1934,

Live stock loading amounted to 13,026 cars, a decrease of 2,382 cars
below the preceding week, 2,847 cars below the same week in 1934, and
1,366 cars below the same week in 1933. In the Western districts alone,
loading of live stock for the week ended Nov. 30 totaled 9,851 cars, a decrease
of 1,934 cars below the same week in 1934.

Forest products loading totaled 25,954 cars, a decrease of 2,616 cars below
the preceding week, but an increase of 7,286 cars above the same week in
1934 and 4,977 cars above the same week in 1933.

Ore loading amounted to 7,108 cars, a decrease of 3,025 cars below the
preceding week, but an increase of 8,529 cars above the corresponding week
in 1934 and 4,269 cars above the corresponding week in 1933.

Coke loading amounted to 7,777 cars, a decrease of 66 cars below the
preceding week, but an increase of 8,310 cars above the same week in 1934
and 1,943 cars above the same week in 1933.

All districts reported increases for the week of Nov. 30 in the number of
cars loaded with revenue freight compared with the corresponding week last
year. All districts also reported increases compared with the corresponding
week in 1933.

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

1935
2,170,471

1934
2,183,081

1933
1,924,208

Four weeks in January
Four weeks in February
Five weeks In March._.
Four weeks in April. .

Four weeks in October.
Week of Nov. 2
Week of Nov.

Week of Nov.

‘Week of Nov.

561,942
Week of Nov.

488185
28,740,391

29,199,789 27,132,412

In the following table we undertake to show also the load-
ings for separate roads and systems for the week ended
Nov. 30 1935. During this period a total of 107 roads
showed increases when compared with the corresponding
week last year. The most important of these roads which
showed increases were the New York Central Lines, the
Baltimore & Ohio RR., the Pennsylvania System, the
Atchison Topeka & Santa Fe System, the Southern System,
the Union Pacific System, and the Southern Pacific RR.
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REVENUE FREIGHT LOADED AND RECEIVED FROM CONNECTIONS (NUMBER OF

Dec. 14 1935

CARS)—WEEK ENDED NOV. 30

Total Loads Recetved
Jrom Connections

1935

Total Revenue

Ratlroads Freight Loaded

1935

Ratlroads

Total Revenue
Freight Loaded

Total Loads Recetved
Jrom Connections

1935

1934

1933

1935

1934

Eastern District—
583 1,133

232

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

b New York Central Lines.
N. Y. N. H. & Hartford

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

Pere Marquette.

Pittsburgh & Shawmut
Pittsburgh Shawmut & North- -
Pittsburgh & West Virginia._ ...
Rutland

4,481
2,652

110,932

2,017
113,600

127,791 138,369

Allegehny District— }
Akron Canton & Youngstown.. 521 324 680
Baltimore & Ohlo. 24,63 21,967 | 12,908

2,251 1,342 1,580
2 303 7

463

Buffalo Creek & Gauley.
Cambria & Indiana,

Central RR. of New Jersey .
Cornwall

Cumberland & Pennsylvania. ..

Group B (Concluded)—
Georgia

Gulf Mobile & Northern
Illinois Central System. .
Louisville & Nashville.___

Mississippl Central

Mobile & Ohio.

Nashville Chattanooga & St. L.
Tennessee Central

575
271
1,248
16,032
14,199
107
109
1,677
2,367
290

697

1,203
344
833

9,490

3,903
303
319

1,431

1,855
575

1,180
354
632

7,394

3,230
361
167

1,165

1,826
532

42,539

42,008

25,729

21,572

Grand total Southern District.

75,804

74,763

53,5637

Northwestern District—
Belt Ry. of Chicago
Chicago & North Western . ___
Chicago Great Western
Chicago Milw. St. P. & Paciflc.
Chicago St. P. Minn. & Omaha
Duluth Missabe & Northern.. ..
Duluth South Shore & Atlantic.
Elgin Jollet & Eastern
Ft. Dodge Des Moines & South..
Great Northern

39,608

Central Western District—
:ltch. Top. & Santa Fe System.
n

to
Bingham & Gartield

Chicago Burlington & Quiney ..
Chicago & Illinols Midland......-
Chicago Rock Island & Pacific.

16,571
2,316

4,633

Chicago & Eastern J1linois. ...
Colorado & Southern

Ligonier Valley
Long Island

Penn-Reading Seashore Lines. .
Pennsylvanla System o~

112,147

12,784
95,794 197

282
13,971
455
1,311

83,999

Toledo Peoria & Western..
Pocahontas District— Unlon Pacific System......
19,103 Utah
17,157
727
2,945

39,932

16,184
12,212
514
2,758
31,668

Norfolk & Western 3,613
1,157

745
12,619

Southwestern District—
Alton & Southern
Burlington-Rock Island.
Fort Smith & Western

Southern District—
A—

oup
Atlantic Coast Line 7,286

1,073
296
128

33

1,169
356
251

6,051
15,956
156

Galnesville Midland.

Norfolk Southern Arkansas & Texas. .

ulsiana
Litchtield & Madison.

Quanah Acme & Pacific..

8t. Louls-San Francisco.

8t. Louls Southwestern.. ..
Texas & New Orleans. ..

Texas & Pacific

Terminal RR. Ass'n of St, Louls
Wichita Falls & Southern.. .
Weatherford M. W. & N, V

32,755 25,764

104
627
1,007
2,220
236
537 51,606 | 46,412

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

Alabama Tennessee & Northern
Atlanta Birmingham & Coast...
Atl. & W.P.—W.RR.of Ala..
Central of Georgla.

Columbus & Greenville.

Florida East Coast.

Note—Figures for 1934 revised.
Michigan Central RR.

720 38,276

* Previous figures. a Not avallable.

constituting the comment in the Dec. 15 issue of the trust
company’s “Business Bulletin,” of which Colonel Ayres is
editor. According to Colonel Ayres, the inescapable conclu-
sion is “that if we are ever again to experience prosperity in
this country there will have to be a change in the funda-
mental nature of this recovery.” In part, he continued :

So far this has been mostly a consumption goods recovery, depending on
individual spending, and subsidized by public expenditures. In this country
a full recovery cannot be attained merely by increasing the output of con-
sumption goods, nor can it be in any progressive industrial country., A con-
sumption economy is static, and as such it is utterly alien to our traditions
and practices. . . .

If we are ever again to have a real recovery and a real prosperity it must
come through a large-scale business revival in the durable goods industries.
It will require the production of almost twice as much iron and steel as we
are making now, and the manufacturing of about twice as much cement, and
the use of nearly twice as much lumber, and the transportation by railroads
and trucks of almost twice as much freight. It must produce large volumes
of capital goods, as well as consumption goods.

We know that such a recovery is possible, for we have had them repeatedly
in the past. It will come when our people have sufficient confidence in the
future to make new investments in that future. It will be based on the
firm confidence in the future that will lead business men to improve and
enlarge their plants, and to extend their enterprises, with borrowed money.
It involves full faith and firm confidence in the future of Federal credit,
the future of our money, the permanence of our form of representative gov-
ernment, and the preservation of our economic system.

The statement is made by Colonel Ayres that “it now
seems reasonable to expect that 1936 will prove to be a some-
what better business year, and largely because of the con-
tinued operation of the economic forces that have made this

Number of Surplus Freight Cars in Good Repair on
Nov. 14 Again Higher

Class I railroads on Nov. 14 had 232,688 surplus freight
cars in good repair and immediately available for service,
the Association of American Railroads announced on Dec.
12. This was an increase of 24,530 cars compared with the
number of such cars on Oct. 31, at which time there were
208,158 surplus freight cars.

Surplus coal cars on Nov. 14 totaled 61,045, an increase
of 13,317 cars above the previous period, while surplus box
%ars t;faled 133,918, an increase of 8,579 cars compared with

ct. 31.

Reports also showed 21,663 surplus stock cars, an increase
of 1,673 compared with Oct. 31, while surplus refrigerator
cars totaled 6,371 or an increase of 719 for the same period.

—_——

1936 Expected to Prove Better Business Year Than
1936—Col. Leonard P. Ayres of Cleveland Trust
Regards Business Sentiment Far Too Optimistic
for Full Recovery to Be Long Delayed—Real
Recovery Involves Confidence in Federal Credit,
Permananence of Representative Government and
Preservation of Economic System

“At the present time,” says Colonel Leonard P. Ayres, Vice-
President of the Cleveland Trust Co. of Cleveland, “business
sentiment is far too optimistic to believe that the attainment
of full recovery can be long delayed.” This view was ex-
pressed by Colonel Ayres in an address before the Cleveland
Chamber of Commerce on Dec. 10, the address substantially
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year a better one for business than last year. Individual con-
sumers’ purchasing power should be at least as large next
yvear as it has been this year,” he adds, “and he says: “It
seems reasonable to expect that more rather than less em-
ployment will be found for our enormous accumulations of
bank deposits and bank credit that are now largely inactive.”
In his forecast for the year, Colonel Ayres said:
Forecasts

American traditions and customs sanction the folly of making forecasts at
the end of each year concerning the prospects for business during the coming
year. In compliance with the obligation thus placed upon business com-
mentators the present writer hazards the following expressions of purely
personal opinion about the prospects-for business during 1936:

The volume of industrial production in 1936, as measured by the index
of the Federal Reserve Board, will probably exceed that of 1935 by less
than 12%. The output of passenger automobiles in this country may increase,
but probably by less than 10%. The production of iron and steel should
advance by between 10 and 20%. The output of bituminous coal is likely
to be greater by about 5%. It seems probable that the production of textiles
will be smaller next year than it has been this year.

It seems probable that the value of contracts for residences will increase
by more than 50%, and that of non-residence buildings by not over 10%.
The loadings of railroad freight will probably not increase by over 10%.
The output of electric power will probably increase by less than 10% . Other
statistical series of great social importance which the writer thinks will
advance next year, but not by an average of more than 10% over the levels
of this year, include industrial employment, industrial payrolls, wholesale
prices, the cost of living, and farm income.

The New York Stock Exchange publishes figures each month showing the
average quoted prices for all the bonds and stocks listed there. The writer
believes that the average price of the bonds for 1936 will not differ from
that of 1935 by more than 5%, and he thinks the average price of the
stocks will be higher than it has been this year, but not more than 10%
higher than it is now.

It may well prove that the year 1936 will produce more developments of
fundamental consequence to the future of American business than any previous
year in our history. Early in the year the membership of the new Federal
Reserve Board will be announced, and the choice of the personnel may well
have far-reaching influences on the future of our money and credit. During
the year there will be numerous decisions by the Supreme Court which will
be of the utmost importance. In the second half of the year we shall be
engaged in the election campaign, which will largely center on problems con-
cerning the relationships between government and business. It seems probable
that during such a year the volume of business discussion will reach un-
precedented heights, while physical production and new enterprise will be
restricted to modest progress.

—_————————

Retail Prices Advanced Further During Nos.'ember
Ac;ording to Fairchild Publications Retail Price
Index

The upward trend in retail prices evidenced since Aug. 1,
continued during November, according to the Fairchild
Publications Retail Price Index. Quotations during Novem-
ber advanced 0.4 of 19, above October, and also 0.6 of 19,
above November 1934, said an announcement issued Dee. 12
by Fairchild Publications, which added:

Prices on Dec. 1 were the highest since July 1 1934. Current prices are
1.8% below the 1934 high and 3.2% above the 1935 low. Prices are also
26.8% above the depression low, recorded on May 1 1933.

‘With the exception of men’s apparel, all major subdivisions tended
higher, with women's apparel recording the greatest advance. Women's
apparel prices also show the greatest gain above a year ago, as well as above
the 1935 low. Women's apparel prices are back to the 1934 high.

Despite the fact that piece goods prices have shown the greatest gain
since the 1933 low, they nevertheless continue to show the greatest decrease
under the base period January 1931. Infants' wear while showing the
smallest gain above the depression low, also shows the smallest decrease
below the January 1931, period. There has been a considerably narrowing
of the spread between the various groups during the past several months.

lhe tendency against sharp mark-ups in prices continues, according to
A. W. Zelomek, economist, under whose supervision the Index is con-
structed. While most of the items included in the indsx have tended higher,
the gains have been comparatively slight. As yet, many items are still
selling below replacement, according to Mr. Zelomek,

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

May 1
1933

69.4
65.1
70.7
71.8

Dec.1 | Sept. 1| Oct. 1 | Nov. 1
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-
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Home furnishings
Plece goods:
Bl cnccecccnnrecans
‘Woolens
Cotton wash goods
Domestics:
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Blankets & comfortables
Women's apparel:

Hoslery

Aprons & house dresses.

Corsets and brassleres__

b 011, PR

Underwear
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Underwear

Shirts and neckwear-...
Hats and caps
Clothing, incl. overalls..
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Floor coverings. -

Musical instruments..
Luggage
Elee. household appliances
China
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Increase of 1.49, in Retail Costs of Food During Two
Weeks Ended Nov. 19 Reported by United States
Department of Labor

The index of retail food costs rose 1.49% during the two
weeks ended Nov. 19, the Bureau of Labor Statistics of the
United States Department of Labor announced Dec. 5. The
increase, it is stated, is due chiefly to advances of 3.2% in
prices of dairy products and 7.0% for fresh fruits and vege-
tables. The rise was general throughout the country, but
was most marked in the Middle Atlantic and North Central
areas. The Bureau continued:

The composite index now stands at 81.5 (1923-25 equals 100.0). This
is an increase of 8.69% compared with the corresponding period of last year,
when the index was 75.0. When converted to the 1913 base, the present
index is 129.2. The index as previously published on the 1913 base stood
ar 159.7 on Nov. 15 1929.

Cereals and bakery products increased 0.1 of 1%. Of the 13 items in the
group, eight decreased or showed no change. The price of flour fell off 0.2
of 1%, with decreases in seven cities and no price change in 85 cities.
White bread rose 0.2 of 1% as the result of increases in 11 cities, with the
greatest increase, 10.09%, reported from Kansas City.

Meat prices rose 0.2 of 1%. The price of pork loin roast and pork chops
rose 7.0%, and all lamb products advanced. All beef items and the other
pork items fell in price. Meat prices in general are lower than they were
four weeks ago.

Prices of dairy products rose throughout the country. Butter increased
9.6%, a seasonal increase which is somewhat higher than usual. There was
an advance of lc. a quart in the price of fresh milk, delivered, in San
Francisco, St. Louis, and New Orleans. In Denver milk prices decreased
0.4 of 1% per quart. In other cities the price was unchanged. Cheese and
evaporated milk each showed an average increase of 0.6 of 1%. There was
no change in the price of cream.

INDEX NUMBERS OF RETAIL FOOD COSTS x
[Three-Year Average 1923-25—=100]

1935

Nov. 5 | Oct. 22
Nov. 19 | 2 Weeks | 4 Weeks
Current

Corresponding Period in

Commodity Groups
1934 1933

Novo. 21

1932

All foods
Cereals & bakery products..
Me
Dal

Beverages and chocolate. .
Fats and olls
Sugar and sweets

x Preliminary—subject to revision.

Eggs showed an average decrease of 2.1%, with the heaviest decline
reported from the Pacific Coast cities. Although the average price moved
downward, changes were variable and advances were reported for 23 cities.

The price of fruits and vegetables rose 5.9%. The increase was greatest
for fresh fruits and vegetables, although advances were reported for 21 of
the 29 items in the group. Advances in these prices amounted to 7.0% and
ranged from 1.0% for carrots to 15.5% for potatoes. Higher prices for
potatoes were reported from every city, with the most marked increases in
New England and the Middle Atlantic area.

Prices of fats and oile fell 1.8%, with a decrease of 4.4% for lard and
1.83% for lard compound.

There were no significant price changes for beverages nor for sugar and
sweets.

ShouiNo
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INDEX NUMBERS OF RETAIL FOOD COSTS x
‘Three-Year Average 1923-25=100]

1935

Nov. 5 | Oct. 22
2 Weeks | 4 Weeks

Corresponding Pertod in

Regional Areas
1933
Nov. 21

1932
Nov. 15

65.6
66.5
67.9
63.3
64.6
64.1

Nov. 19
Current

1934

West South Central
Mountain
Paclfic

x Preliminary—subject to revision.

The price advance of 1.4% during the two weeks ended Nov. 19 was the
result of increases in 48 of the 51 reporting cities. These increases ranged
from 0.1 of 1% in Atlanta to 8.1% in St. Louis, where milk prices rose
9.9%, butter 14.4%, and fruits and vegetables 7.8%.

—_———

Index of Wholesale Commodity Prices of National
F;xl';iliz?,r Association Down Slightly During Week
of Dec.

Following four consecutive weekly advances, the wholesale
commodity price index compiled by the National Fertilizer
Association showed a slight decline in the week ended Dee. 7.
The index for the week stood at 79.9% of the 1926-28 average,
compared with 80.1 in the preceding week, 79.4 a month ago,
and 75.5 a year ago. In noting the foregoing, an announce-
ment by the Association, Dec. 9, also said :

The trend of commodity prices was generally downward in the latest week,
with six of the component groups of the index declining and only two
advancing. The most important decline occurred in the grains, feeds and live-
stock group, with 11 commodities in the group moving downward and two ad-
vancing, and with grain and livestock prices generally lower. The trend of
foodstuff prices was mixed, with five items rising and four declining, resulting
in a small decline in the foods group index. There was a sharp rise in egg
prices, but such important commodities as sugar, flour and potato prices
were lower during the week. The textiles index registered a small decline,
with an advance in wool prices failing to counterbalance slightly lower
quotations for cotton, burlap, hemp and silk. A moderate drop occurred in
the index representing miscellaneous commodities, the result of lower quota-
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tions for hides, starch and rubber. A sharp drop in the price of phosphate
rock was responsible for the lower index of fertilizer materials. The only
two groups which showed advances during the week were fats and oils, largely
due to higher prices for butter, and building materials, reflecting an advance
in Southern pine quotations.

Thirty-one price series included in the index declined during the week and
13 advanced ; in the preceding week there were 23 declines and 18 advances ;
in the second preceding week there were 16 declines and 32 advances.

WEEKLY WHOLESALE COMMODITY PRICE INDEX
Compliled by the Natlonal Fertilizer Association (1926-1928=100)

Per Cent
Each Group
Bears 10 the
Total Index

23.2

Latest
Week Pre-
Dec. 7 ceding
Week
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Gralins, feeds and livestock. .

Miscellaneous commodities .. .
Automobiles

Bullding materials

Metals

House-furnishing goods.

S D0EMIWT
A r R e T e e
uoRpoSD0 -3

Mixed fertilizers
Agricultural implements.
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All groups combined 79.9
—_—————

Wholesale Commodity Prices Up Further During Week
of Dec. 7 According to United States Department
of Labor

During the first week of December wholesale commodity
prices continued the rise of the five preceding weeks and
advanced 0.19%, according to an announcement made Dec. 12
by Commissioner Lubin of the Bureau of Labor Stauistics
of the U. S. Department of Labor. In his announcement
Mr. Lubin stated:

The moderate increase during the week ended Dec.
commodity index to 80.9% of the 1926 average. The net advance over the
five week period nas been 1.4%. The general index is, however, still
fractionally below the hign point of the year (81.0) reached during the
week of Sept. 21.

Continued advancing market prices of farm products and processed foods
largely accounted for the increase in the composite index. Fractional
advances are also shown for the metals and metal products group and
nousefurnishing goods group. Hides and leather products, chemicals and
drugs, and miscellaneous commodities decreased during the week. Aver-
age prices of textile products, fuel and lignting materials, and building
materials remained unchanged.

After remaining uncnanged for three consecutive weeks, the index for
the large group ‘‘all commodities other than farm products and processed
foods'’ representing industrial commodities showed a decline of 0.1% which
brought the index to 78.9. The level of tnis group is slightly below the
high of tne year (79.0) reacned during tne week of Nov. 16.

A comparison of the present level of wholesale prices with
the preceding seek and the corresponding weeks of last
month and a year ago is shown in the following table con-
tained in Mr. Lubin’s statement:

7 pbrought the all
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Minor fluctuations in prices of tne tnree remaining groups—textile prod=-
ucts, fuel and lignting materials, and building materials—resulted in no
change in tne index for either of these groups. Paint and paint materials,
silk and rayon, cotton goods, and anthracite coal averaged lower. Clouning
and bituminous ‘coal, on the other hand, showed slightly nigher prices.
The remaining subgroups within these major groups continued at the levels
of the preceding week.

The index of the Bureau of Labor Statistics includes 784 price series
weignted according to tneir ralative importance in tne country's markats
and based on the average for the year 1926 as 100.0.

The following table shows index numbers of the main groups of com-
modities for the past five weeks and for the weeks of Dec. 8 1934 and Dec. 9
1933:

Dec.
[

Commodity Groups 9
1933

All commodities. _ X! X £ : < 79.0

Farm products ..

Foods

Hides and leat

Textile products

Fuel and lighting materia

Metals and metal products

Bullding materials

Chemicals and drugs

Housefurnishing goods .. . -

Miscellaneous commodities

All commodities other than farm
products and foods S 9. 9.0 1 79.0 ! 78.9

Larger Than Seasonal Increase in Department Store
Sales in November Reported by Board of Governors
of Federal Reserve System

“Value of department store sales, on a daily average basis,
increased in November by more than the usual seasonal
amount,’” according to the Board of Governors of the Federal

Reserve System, which said that ‘‘the Board’s seasonally

adjusted index advanced to 80% of the 1923-1925 average

as compared with 779% in October and 819 in September.”

The Board on Dee. 12 added:

Aggregate value of sales reported for November was 10% larger than

a year ago and the total for the first 11 months of the year was 5% larger.

REPORTS BY FEDERAL RESERVE DISTRICTS

P. C. Change from Year Ago
No. of
Stores

Reporting

No. of
Citles
Included

Jan. 1 to

» November* Nov. 30*

Federal Reserve Districts:
Boston.

Philadelphia
Cleveland .. .
Richmond .

Minneapolis _
Kansas City. .
Dallas
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Percent-
age 8 age
Change Change

Dec. | Nov. |Percent-| Nov, |Percent-
Commodity Groups 7 30 9

age
1935 | Change| 1935

+0.1 | 80.1

+0.8

+1.0

Farm
Foods
Hides and leather products.
Textile products. . - . ... __
Fuel and lighting materials_
Metals and metal products.
Building materials . .
Chemicals and drug:
Housefurnishing goods_
Miscellaneous commodities .
All commodities other than
farm products and foods. .

—
e
o

+
o
=)

et

| | +4++ 1+
AW ~OM =G
Y CR P S CES

+| +
S2o0o00s
——_- R O~OON

s

—0.1 +0.8

From the announcement issued by the Commissioner, we
also take the following:

An increase of 2.5% in tne livestock and poultry sub-group and 0.8%
in the other farm products subgroup more than offset the 3.6% decline
in the grains subgroup. The average increase for farm products during
the week of Dec. 7 was 0.8% . Individual farm products which advanced
in price were steers, hogs, lambs, live poultry at Chicago, cotton, lemons,
oranges, fresh vegetables and wool. Decreases were shown for corn, oats,
rye, wheat, eggs, peanuts, and seeds. The current farm product index—
79.1—is 10.3% above the corresponding week of 1934 and 41% higher
than two years ago.

Due mainly to higher prices of butter, cheese, fresh fruits and vegetables,
and meats, the index for tne foods group rose 0.6% . Cereal products, lard,
raw sugar, and vegetable oils on tne otner hand, showed declining prices
during tne week. Tne index for the foods group as a whole—86.4—is
15.4% above that of the corresponding week of last year and 36.5% higher
than two years ago.

Strengthening prices of agricultural implements, certain iron and steel
items, antimony and pig tin caused the index for tne metals and metal
products group to advance fractionally. Average prices of motor vehicles
and plumbing and neating items were steady.

Higner prices for living-room furniture resulted in the 0.1% increase
in tne nousefurnisning goods group. Thne subgroup of furnishings remained
at the level of the preceding week.

Slightly higher prices for leather were more than counterbalanced by a
49, decline 1in average prices of hides and skins and resulted in the 0.7 %
decrease in the Index for the nides and leather products group. Shoes and
other leather products, including suit cases, traveling bags and gloves,
remained stationary.

Tne index for the chemicals and drugs group showed a drop of 0.4%
due to a sharp reduction in prices of fertilizer materials. Mixed fertilizers,
drugs and pharmaceuticals, and chemicals snowed little or no change from
the preceding week.

Prices of cattle feed averaged 1.5% lower during the week. Crude
rubber also declined 1.5%: paper and pulp and automobile tires and tubes
remained unchanged.

* November figures preliminary; in most cities the month had the same number
of business days this year and last year, but in November this year there were five
Saturdays as compared with four a year ago.

Electric Production for Latest Week Made Another
New High at 1,969,662,000 Kwh.

The Edison Electric Institute in its weekly statement
disclosed that the production of electricity by the electric
light and power industry of the United States for the week
ended Dec. 7 1935 totaled 1,969,662,000 kwh. This was the
highest point weekly electric output has ever reached. Total
output for the latest week indicated a gain of 13.09% over
the corresponding week of 1934, when output totaled 1,743,-
427,000 kwh.

Electric output during the week ended Nov. 30 totaled
1,876,684,000 kwh. This was a gain of 11.59% over the
1,683,590,000 kwh. produced during the week ended Nov. 24
1934. The Institute’s statement follows:

PERCENTAGE INCREASE OVER 1934

Week Ended
Nov. 30 1935

Week Ended
Dec. 7 1935

Week Ended
Nov. 23 1935

Week Ended

Major Geographic
Reglons Nov, 16 1935

New England. ... . 1
Middle Atlantic.

1.
9.
8.
9.
2.
7.

Pacific Coast. .. 2. 12.8
Total United States. 11.5

DATA FOR RECENT WEEKS

Weekly Data for Previous Years
in Millions of Kiowalt-Hours

1033 1930 | 1929

=
s

Week of— 1935

1032
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DATA FOR RECENT MONTHS (THOUSANDS OF KWH.)

1933

6,480,897
5,835,263
6,182,281
6,024,855

a2
&

P
1934 C

7,131,158
6,608,356
7,198,232
6,978,419
7,249,732
7,056,116
7,116,261
7,309,575
6,832,260
7,384,922
7,160,756

1935

7,762,513
7,048,495
7,500,566
7,382,224
7,644,845
7,404,174
7,796,665
8,078,451
7,795,422

1932 1931

7,435,782
6,678,915
7,370,687
7,184,514

1930

8,021,749
7,066,788
7,580,335
7,416,191
7,494,807
7,239,697

7,011,736
6,494,091
6,771,684
6,294,302
6,219,554
6,130,077
6,112,175
6,310,667
6,317,733
6,633,865/
6,831,573| 6,507,804 7,270,112
Deo...-- 7,638,337 7,009,164| 6,638,424| 7,288,025/ 7,566,601

Total. 85,564,124 80,009,501177,442,112186,063,969189,467,099

Note—The monthly figures shown above are based on reports covering approxi-
mately 92% of the electric light and power industry and the weekly fizures sra
based on about 70%.
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Valuation of Construction Contracts Awarded in
November

The construction industry continues to record larger
activity than was shown a year ago. For November a con-
tract total for all classes of construction in the amount of
$188,115,000 was reported by F. W. Dodge Corp. in the
37 eastern States. This was an increase of about 689, over
the total of $111,691,500 reported for the same area in
November 1934. Last month’s construction volume, how-
ever, failed to attain the level of $200,595,700 reported by
the Dodge organization for October of this year.

November awards for residential building, as apart from other cl of
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Rents continued on their upward trend, which has been uninterrupted since
the beginning of 1934. In November 1935 they were 0.4% higher than in
October, 9.6% higher than in November 1934, and 16.4% higher than in
the beginning of 1934, but 20.7% lower than in November 1929.

Clothing prices increased very slightly, 0.1% from October to November.
While they have risen 22.7% since the low point of 1933, in November of
this year they were 3.7% lower than in November of last year and 24.6%
lower than in November 1929,

Coal prices moved up seasonally 0.7%, but they were 0.2% lower than in
November 1934 and 7.8% lower than in November 1929.

The cost of sundries averaged the same in November as in October. Since
November 1934 there has been an increase of 0.6%, and since the low point
of 1933 an increase of 4.6%. The decline in the cost of sundries since
November 1929 amounts to only 6.0%.

The purchasing value of the dollar was 118.6c. in November 1935 as com-
pared with 119.2¢. in October 1935, 123.8c. in November 1934, and 100c.
in 1923.

Index Numbers of
the Cost of Living
1923=—=100

Per Cext
Increase (+)
or Dec. (—)

Relative
Importance
in
Family
Budget

33
20
12

from
Oct. 1935 to
Noo. 1935

Item Nov. Oct.

1935

+4+ | +++
SOOesoH
O T Nt bt ot i et

Sundries 30

Weighted average of all items. 100 +0.5
Purchasing value of dollar —0.5

construction, totaled $39,605.200 in the 37 eastern States; this was prac-
tically twice the total of $19,909,700 shown for November of last year and
compares with $55,100,300 reported for October 1935.

Non-residential building undertaken during November amounted to
$68,080,300 as against $39,439,500 for November 1934, and $59,180,400 for
October 1935.

Heavy engineering types, generally classified as public works and utili-
ties, undertaken during last month in the 37 eastern States amounted to
$80,339,500. This comparss with $52,342,300 for November 1934, and
$86,315,000 for October of this year.

For the 11 elapsed months of 1935 total construction of all types under-
taken in the 37 States amounted to $1,580,408,400 as against $1,450,-
423,500 for the corresponding 11 months of 1934; this rapresents a gain
over last year of 9%.

The most striking improvement in construction has occurred in resi-
dential building. For this class of construction the total for the elapsed
11 months of 1935 amounted to $433,703,000 in the 37 eastern States as
against only $234,289,600 for the corresponding 11 months of 1934; this
represents a gain of 85% over last year.

CONSTRUCTION CONTRACTS AWARDED—37 STATES EAST OF THE
ROCKY MOUNTAINS

No. of
Projects

New Floor

Space (87. Ft.) Valuation

Month of November—
1935—Residential building
Non-residential building. ..
Public works and utilities 187,

12,253,200
11,679,700
,800

24,120,700

$39,605,200
68,080,300
80,339,500

Total construction

1934—Residential building
Non-residential building. ..
Public works and utilities

$188,115,000

$19,909,700
39,439,500
52,342,300

$111,691,500

203,100
12,771,700

Total construction

First Eleven Months—
1935—Residential building
Non-residential building .
Public works and utilities

57,880
33,080
14,282

105,242

123,517,400
92,565,700
2,043,600

218,116,700

60,206,500
80,496,200

$433,703,000
550,982,600
595,722,800

$1,580,408,400
$234,289,600
514,964,400
2,501,800 701,169,500
143,204,500 '$1,450,423,500

NEW CONTEMPLATED WORK REPORTED —37 STATES EAST OF THE
ROCKY MOUNTAINS

Total construction

1934—Residentlal building
Non-residential building. ..
Public works and utllities

Total construction

1935 1934

No. of
Projects

No. of

Valuation Projects Valuation

Month of Notember—
Residential bullding
Non-residential bullding. . ...
Publie works and utilities_ . ..

$76,337,100
76,149,400
130,206,600

282,603,100

3,827
2,951
1,407

8,185

$47,452,7
41,337,300
116,417,300

$205,207,300

Total construction

First Eleven Months
Residential bullding
Non-residential building. .
Public works and utilities. . ..

68,653
44,818

$1,021,322,2!
1,493,375,300

22,722 2,535,010,900

136,103 185,049,708,400
———

Increase of 0.69;, from October to November in Cost of
Living of Wage-Earners in United States Reported
by National Industrial Conference Board

The cost of living of wage earners in the United States
again advanced, according to the National Industrial Con-
ference Board, increasing 0.5% from October to November,
The most substantial increase was noted in food prices. In
November of this year living costs had risen 4.3% over their
level of November 1934, and 17.9% over the low of April 1933,
but they were 16.5% lower than in November 1929. The
Board, under date of Dec. 11, also announced :

Food prices rose 1.1% from October to November. Since November 1934
there has been an increase of 9.3%, and since the low point of 1938 a rise
of 89.1%. Food prices, however, were &till 21.2% below the level of
November 1929,

8533,701,000
973,677,300
1,811,411,000

$3,318,689,300

Total construetion. . ...

x Based on food price indexes of the United States Bureau of Labor Statistics,
avyerage of Nov. 5 and Nov. 19 1935, and average of Oct. 8 and Oct. 22 1935.

—_—

Production of Lumber During Four Weeks Ended
Nov. 30 489, Above Like Period Last Year—Ship-
ments Show Gain of 227,

We give herewith data on identical mills for the four week
period ended Nov. 30 1935 as reported by the National

Lumber Manufacturers Association on Dec. 10.

An average of 557 mills reported as follows to the National Lumber
Trade Barometer for the four weeks ended Nov. 30 1935:

Production
1935 1034

784,203 526,945

Hardwoods 36,013| 26,383| 36,505 31,203 39,789| 30,431
553,328

Total lumber 821,116 734,630' 600,728' 802,037\ 595,136

Production during the four weeks ended Nov. 30 1935, as reported by
these mills, was 489 abov2 that of corresponding weeks of 1934, and
37% above the record of comparable mills during the same period of 1933.
Softwood cut in 1935 was 49% above output during the same weeks of 1934
and hardwood cut was 40% above that of the 1934 period.

Shipments during the four weeks ended Nov. 30 1935, were 22% above
those of corresponding weeks of 1934, softwoods showing gain of 23% and
hardwoods, gain of 17%.

Orders received during the four weeks ended Nov. 30 1935 were 35%
above those of corresponding weeks of 1934 and 119% above those of similar
weeks of 1933. Softwoods in 1935 showed order gain of 35% and hardwoods
gain of 31% over the corresponding weeks of 1934.

On Nov. 30 1935, gross stocks as reported by 486 softwood mills were
3,534,540,000 feet, the equivalent of 165 days’ average production, as com-
parad with 3,788,335,000 feet on Dec. 1 1934, the equivalent of 177 days’
production.

On Nov. 30 1935, unfilled orders as reported by 486 softwood mills were
641,335,000 fect, the equivalent of 30 days’ average production, as com-
pared with 452,058,000 feet on Dec. 1 1934, the equivalent of 21 days' pro-
duction.

(In 1,000 Feet) Shipments

1935

Orders Received
1935

1934
569,525

1934
564,705

698,125 762,248

—_—

Decreases Noted in Employment and Payrolls in New
York State Factories from Mid-October to Mid-
November by Department of Labor—New York
City Also Reports Declines

The number of workers employed in New York State fac-
tories decreased 1.09% from the middle of October to the

middle of November, according to a statement issued Dec. 10

by Industrial Commissioner Elmer F. Andrews. Total pay-
rolls declined 2.79% during the same period. The usual
changes from October to November, as shown by the average
movement for the last 21 years, are decreases of 0.5% in
employment and 0.8% in payrolls. While the decreases
occurring this November were somewhat greater than usual,
thev followed larger than usual seasonal increases in both
September and October of this year. A number of plants
remained closed for the observance of Armistice Day on
Monday of the week covered by many of the reports; this
accounted for part of the decline in total payrolls. Com-
missioner Andrews also had the following to say in his
statement of Dec. 10:

Reductions in forces this November were largely seasonal in nature.
Sharp curtailment occurred in men’s and women’s clothing factories, shoe
factories, fruit and vegetable canneries, and in some beverage plants. On,
the other hand, November was the fourth consecutive month in which some
of the metals industries increased their forces.

These statements are based upon reports from 1,624 representative factories
lccated throughout the State. These concerns employed 855,863 workers in
November on a total weekly payroll of $8,539,571. The reports are collected
and tabulated and the results analyzed in the Division of Statistics and
Information under the direction of Dr. E. B. Patton.

The index of factory employment for the State, using the three-year average
1925-127 as 100, was 77.0 in November, 8.6% above the index for November
a year ago. The index of factory payrolls was 64.5, 14.9% above last
November. . . .
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Individual Localities Report Both Increases and Decreases in Forces

New York City factories reported decreases of 2.1% in employment and
5.0% in payrolls. Seasonal decline in activity among the clothing industries,
which are concentrated there, accounted for a large part of the de-
Creases. . . -«

Three of the six major up-State industrial areas reported met gains in
employment and two reported decreases. The sixth, the Binghamton-Endicott-
Johnson City district, reported practically no net change in the number
employed but a decline of 10.9% in total wage payments ; payrolls were
Jower there in shoe and clothing factories and in metal and wood products
plants. In all districts, total payrolls were affected by the fact that a
number of plants remained closed during Monday of the week covered by
many of the reports, for the observance of Armistice Day. In Buffalo a
good part of the net increase in working forces was due to further gains in
some of the metal plants. In Utica the employment gain was due to some-
what larger forces in some of the textile mills and metal plants. The
Syracuse district reported slightly larger forces and payrolls in the some
of the metal, clay products and chemical plants. In the Albany-Schenectady-
Troy district somewhat smaller working forces were reported by some of
the metal plants and textile mills, while wage payments were slightly higher
than in October in some other metal plants and clothing factories, The
Rochester district reported sharp curtailment of forces at some shoe factores
and fruit and vegetable canneries, while total payrolls were somewhat larger
in some of the chemical plants and textile mills.

The percentage changes from October to November in employment and
payrolls by districts are given below:

October to November 1935
Payrolls
—0..

—0.2
+1.9
—10.9
+0.6
—5.0
+0.5

Employment
41
+1.0

- +0.4

Binghamto: [

Albany-Schenectady-Troy

New York City

Rochester.

New Business Holds Up Well at Lumber Mills
—Shipments Gain

New business at the lumber mills during the holiday week
ended Nov. 30 declined less than 2% from the preceding
full week, mill shipments gained 4%, and production dropped
159, according to reports to the National Lumber Manu-
facturers Association from regional associations. Reported
lumber orders (hardwoods and softwoods) were 12% above
output and reported shipments were about one-half of 1%
above production, compared with 3% below and 179, below,
respectively, the preceding week. All items were reported
by 460 identical softwood mills as appreciably in excess of
corresponding seek of 1934, production at these mills being
reported as 53% above last year; new business 469, above;
shipments 34 % above.

During tne week ended Nov. 30, 539 mills produced 183,415,000 feet
of hard woods and softwoods combined; shipped 184,265,000 feet: booked
orders of 204,797,000 feet. Revyised figures for the preceding week were
mills, 574; production, 214,763,000 feet; shipments, 177.830,000 feet;
orders, 207,855,000 feet.

All regions but Southern Pine and Northern Hemlock reported orders
above production; all but Southern Pine, West Coast, Cypress and Northern
Pine reported shipments below output during the week ended Nov. 30.
All reporting regions but Northern Pine showed orders and shipments
and all reported production above corresponding week of 1934.

Identical soft wood mills reported unfilled orders on Nov. 30 the equivalent
of 31 days' average production and stocks of 168 days, compared with
22 days and 179 days a year ago.

Forest products carloadings totaled 25,954 cars during the holiday
week ended Nov. 30 1935. This was 2,616 cars below the preceding week,
7,286 cars above the same week of 1934 and 4,977 cars above corresponding
week of 1933.

Lumber orders reported for the week ended Nov. 30 1935 by 172 soft-
wood mills totaled 194,312,000 feet, or 12% above the production of the
same mills. Shipments as reported for the same week were 175,578,000
feat, or 1% above production. Production was 173,735,000 fect.

B Reports from 81 hardwood mills give new business as 10,485.000 feet,

or 8% above production. Shipments as reported for the same week were

8,687,000 feet, or 10% below production. Production was 9,680,000 feet.
Unfilled Orders and Stocks

Reports from 466 softwood mills on Nov. 30 1935 give unfilled orders
of 634,073,000 feet and gross stocks of 3,463,468 feet. Thne 455 identical
softwood mills report unfilled orders as 632,734,000 feet on Nov. 30 1935,
or the equivalent of 31 days’ average production, compared with 445,409,000
feet, or the equivalent of 22 days' average production on similar date

a year ago.
Identical Mill Reports

Last week's production of 460 identical softwood mills was 172,743,000
feet, and a year ago it was 112,995,000 feet; shipments were, respectively,
174,768,000 fest and 130,467,000, and orders received, 193,693,000 feet

and 132,694,000 feet.
—_—

Output of Car Makers Group in November Surpassed
All Previous Records for the Month

New evidence of what is being accomplished under the
new fall model announcement plan which the automobile
industry has undertaken was revealed on Dec. 6 by the regu-
Iar monthly preliminary production estimate released by the
‘Automobile Manufacturers Association, indicating that the
November output of its members surpassed by 679% the best
previous November production of the group.

The report placed the output of Association members for
November at 295,927 units, which was not only an increase
of 439, over the preceding month but was nearly four times
that of November last year. The best previous November
production of the manufacturers’ group was in 1925, when the
cutput totaled 177,643,

Because the industry heretofore has staged the introduc-
tion of its new models in January, the Association also made
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available comparisons of last month’s output with those of
corresponding first new model months.

These indicated that the November output exceeded that
of the best previous January (January 1929) by 10%.

On the basis of this estimate, the 11 months’ output for
the group was placed at 2,533,436 cars and trucks, which was
not only a gain of 81% over the corresponding months last
year but exceeded the production for every corresponding
period back to the record year of 1929.

Output of the group for the two months, October and
November, amounted to 502,539, which represents an un-
usually large production at this season and an increase of
1949, over the same period last year.

The Association’s figures, which covers the operations of
all but one of the major producers in the industry, is based
upon reports of factory shipments. The report is summarized
below :

November 1935 295,927 | x November 1925
November 1934. —e-- 76,353|11 months 1935-

October 1935 2171 206,612 (11 months 1934.__
* January 1929 269,812
* Best January output-in history of the industry.
output in history of the industry.
—_——

Textile Trade Activity Continued at Favorable Rate in
November According to “Rayon Organon’”—Pre-
dicts Record Rayon Production During 1935 by
Leading Countries

Activity in the textile industry continued at a favorable
rate during November, due chiefly to larger consumption of
cotton and wool, and a continued high rate of rayon produc-
tion, according to the “Rayon Organon,” published by the
Textile Economics Bureau, Inc. An announcement issued
Dec. 9 by the Bureau also said:

Consumption of cotton, the most important item of the textile series, may
increase somewhat further during the next few months, says the paper, but
doubt is expressed as to whether the present record consumption of wool
can persist. ‘“For this reason,” it is added, “we expect the textile index to
hold its present high level for the next few months, but any appreciable
increase from the present levels would not seem to be in prospect.”

Activity in the silk division slowed down considerably during November,
deliveries to American mills totaling 37,012 bales against 48,167 bales for
October and 38,476 bales average for 1934. This November drop was
expected, as the silk now being delivered is at the higher price levels of
recent months. The takings of Japanese silk for the 1935-36 season are
uniformly lower than last season because of the high prices obtaining.

While the deliveries of non-acetate rayon to American mills dropped in
November, says the “Organon,” the decline from October was less than
seasonally normal, and the seasonally adjusted deliveries index actually in-
c‘reased. Stocks of rayon yarn held by producers on Nov. 30 were equal to
five weeks’ supply, unchanged from Oct. 30. Because of the season of the
year, these stocks are considered remarkably low.

The phenomenal records of wool consumption over the last few months
have attracted wide interest, according to the paper, and explanations there-
{or are rampant. Improvement in the industrial situation with its attendant
increased usage of wool procducts is believed to be the most important factor.
It is pointed out that October consumption of 42,800,000 pounds equaled
the all-time record of March 1923. Doubt is expressed that wool consumption
will stay at its present high levels for many months longer.

Pointing out that the United States will not be alone in
establishing a new high record output of rayon yarn and
fiber for 1935, as England, Japan and Italy, other important
producing countries, also will establish new records, the “Or-
ganon” said:

Japanese production of rayon for the 10 months ending October 1935
showed an increase of 45% compared with the corresponding 1934 period.
At this rate the indicated 1935 Japanese rayon production would reach a
;xewlhigh of about 220,000,000 pounds compared with 158,100,000 pounds
or 1934.

Italian rayon production totaled 84,749,000 pounds for the seven months
ending August, an increase of 43% over the 59,023,000 pounds output for
the corresponding 1934 period. Government orders are responsible for the
Italian rayon boom, principally for the supplying of rayon underwear for
the troops in Ethiopia. Even the normally large exports of rayon and
rayon products have declined appreciably to supply the new and pressing
requirements of the War Department.

British production of rayon yarn and products totaled 89,490,000 pounds
for the nine months ending September 1935, an increase of 329 compared
with the output of 67,500,000 pounds in the corresponding 1934 period.
The bulk of this increase was in yarn taken by the weaving industry.

————

Petroleum and Its Products—League Actions on” Oil
Embargo Again Delayed—Opposition of Small
Nations Forces Matter Before Full Council on
Dec. 26—Small Refiners Offer Premium for East
Texas Oil—Increased Allowable Request Seen
Refused by Texas Commission—California Output
at New High—National Crude Production Off in
Week

Further delay in a vote of the League of Nations on the
question of piacing an embargo on shipments of petroleum
from its members to Italy developed on Dec. 12 when
dispatches from Geneva disclosed that opposition of the
smaller nations to preliminary peace terms forced a post-
ponement of the entire matter.

The opposition of the smaller nations resulted in agree-
ments to bring the proposed peace terms before the full
Council of the League on Dec. 18. Members of the Com-
mittee of Eighteen were scheduled to meet on Thursday to
diseuss the oil embargo proposals but, this question will not
be settled until the full Council meeting on Dec. 12.

_Statisties compiled in Texas indicated that shilpments of
oil and (or) refined products from America to taly have
reached a total of approximately 1,500,000 barrels during

177,643
533.436
920,510

x Best previous November
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the past month or so. Most of the material is being moved in
Ttalian tankers. Independents are furnishing the bulk of the
supplies.

The Phillips Petroleum Co. recently turned down a $10,-
000,000 order from the Italian government because of the
latter’s demands for extended credit, Frank Phillips, Presi-
dent, disclosed during the week. Speaking on industry’s
prospects in general, Mr. Phillips struck an extremely
bullish note.

Reports from East Texas rumored that smaller operators
were offering a premium of 5 cents a barrel over the posted
price of $1 maintained by the major companies in an effort
to obtain connections in the field. This development
followed indications that the pleas of several small operators
and royalty owners for increased allowables in the East
Mexas field will be denied by the Railroad Commission.
The Commission, it was disclosed, has issued an order for
retesting 150 key wells in the field so as to obtain the new
potential and bottom-hole pressure figures which will be
considered in future proration orders. The tests will be
completed by Jan. 12.

_ Statisties compiled by Commission engineers disclose vhat
on Dec. 1, production from 19,258 wells in the East Texas
field votaled 434,450 barrels daily, the allowable being based
on an hourly potential flow of 14,541,365 barrels. There
were 209 new wells completed in November.

A substantial reduction in daily average production of
“hot” oil in the East Texas area has been accomplished in
the past week. Advices to local oil men place the cut at
8,000 barrels, bringing the daily average to 29,000 barrels,
which is the lowest total recorded since last May when pro-
duection was estimated around 30,000 barrels daily.

Daily average crude oil production in California for the
first week of December reached a new five-year at 689,300.
barrels, an increase of 22,050 barrels over the estimated daily
average of 667,250 barrels in the previous week, the California
“0il World”’ reported. A one-day high of 697,048 barrels
E{a? set during the week. Kettleman reached a new record

igh.

The estimate of the “Oil World” was slightly above the
production for California reported by the American Petroleum
Institute. The trade group set California production at
513,800 barrrels, up 19,800 barrels from the previous week
and comparing with the Bureau of Mines report indicating
December market demand for the State at 513,800 barrels.

Daily average production for the Nation was off 35,150
barrels for the week ended Dec. 7, the American Petroleum
Institute stated. Substantial declines in Oklahoma, Kan-
sas and Texas offset the increase shown on the West Coast.
Production of 458,550 barrels in Oklahoma was under the
480,100 level estimated by the Bureau of Mines. Kansas
also brought production under the Bureau of Mines estimate,
but Texas held slightly in excess of the Bureau's figures.

An increase of 445,000 barrels in stocks of domestic and
foreign erude production during the final week of November
was diselosed in a report of Petroleum Administrator Ickes
made public in Washington on Dec. 9. The total rose to
209,222 000 barrels. A decline of 69,000 barrels in holdings
of foreign crude was offset by an increase of 514,000 barrels
in stocks of domestic erude.

A decline of 32,000 barrels in daily average crude runs
to stills in October pared the total to 2,746,000 barrels from
the peak recorded in the previous month, the report pointed
out. Substantial reductions in daily average reveipts of
both domestic and foreign crude at refineries were achieved
during the month, with the average for foreign erude at the
lowest point since February. Stocks of crude oil at re-
fineries on Oct. 31 of 59,188,000 barrels compared with 61 .-
532,000 barrels a week earlier. !

October production of natural gasoline—influenced hy
favorable prices, higher crude output and a collapse of cur-
tailment in the Panhandle—rose to a daily average of 4 -
842,000 gallons, the highest on record since December 1931,
Stocks reflected the increase demand, breaking from 215 .-
586,000 gallons at the outset of the month to 184,128,000
gallons at the close of October.

There were no crude oil price changes.

Prices of Typical Crudes per Barrel at Wells
(All gravities where A. P. I. degrees are not shown)

Eldorado, Ark.,40. ... ... ...
! Rusk, Tex., 40 and ove ik 2

008 - - - ccaae w1y
Western Kentucky 1.13

MId'Cont., Okla., 40 and above... 1.08

Hutchinson, Tex., 40 and over.... .81| Huntington, Calif., 30 and over. . .
Spindletop, Tex., 40 and over 1.03 | Kettleman Hills, 30 and over -
Winkler, Tex .75 | Petrolia, Canada

Smackover, Ak , 24 and over.

Santa Fe Springs, Cal,38 & over. .

REFINED PRODUCTS—EASTERN GASOLINE PRICES AD-
VANCED—MID-CONTINENI BULK MARKET FIRMS—
REFINERY RUNS SHOW SHARP REDUCIION—GASOLINE
STOOKS OFF 474,000 BARRELS

A general advance in wholesale and retail gasoline pri
in th% New York-New England market was gposted d?{;fxfg
the week by the Socony-Vacuum Oil Co., Inc., following a
markup of 4 cent a gallon in tank car prices of gasoline in
New York by the Hartol Products Corp. earlier in the week.

Socony's advance, posted Tuesday, and effective on
Dec. 12, meant an increase in the price of the company’s
featured brand of gasoline of }4 cent a gallon to 714 cents,
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New York Harbor. A similar advance in tank-car quotations
also was effective throughout the entire area. wp ‘o« o

Retail advances were 3-10ths of a cent in Metropolitan
New York City, a similar advance being posted in Long
Island. Changes in other points in the New York-New Eng-
land area restored sub-normal prices to ‘“‘normal” postings in
most instances. Western New York, where the markets
are sub-normal, was not included in the advances. Other
companies followed.

Several factors influenced the contra-seasonal advance in
gasoline prices, market observers pointed out. Chief of
these is the continued good demand for gasoline which has
kept motor fuel moving into consuming channels in record
levels. The strengthening of the Mid-Continent market,
coupled with the bettered statistical position of the industry
due to the lowered refinery operating rates also were im-
portant factors.

Other refined products in the local market showed little
change. Prices for fuel oils are well maintained following
the recent advances and nearing seasonal gains in consump-
tion have bolstered the undertone of the market. The ex-
pected advance in Grade bunker fuel oil failed to materialize
but it is reported imminent.

The strength in the Eastern Seaboard markets spread to
Philadelphia where the Atlantic Refining Co. instituted
advances in both retail and wholesale gasoline quotations.
Tank-car prices were marked up 14 cent a gallon, with the
service station level being advanced 14 cent. Other com-
panies met the new standard.

Increased purchases by major companies coupled with the
lowered operating rate of refineries and sustained record
demand for gasoline brought an advance of 1% cent a gallon
in the price of low-octane material in the Mid-Continent
market, restoring the former price level which ruled until
about two weeks ago when a flood of offerings brought a
temporary recession.

Prices were restored to the 434 to 474 cents a gallon,
refinery, base at which they had been for several months.
An increase in offerings out of Oklahoma and East Texas
in the final week of November, coupled with an alarmingly
high operating rate at refineries brought a temporary dip
to 454 to 47% cents a gallon.

A cut of 4.4 points in the operating rates of reporting
refineries to 71.69%, of capacity was reported by the American
Petroleum Institute. The lowered refinery rate was ac-
companied by a.dip in daily average erude oil runs to stills
of 153,000 barrels to 2,483,000 barrels. Gas and fuel oil
stocks were off 1,707,000 barrels under seasonal rising
demand to 104,574,000 barrels.

An increase of 637,000 barrels in bulk terminal holdings
of gasoline in the first week of the month was more than
offset by a drop of 1,111,000 barrels in refinery holdings,
the net decline of 474,000 barrels paring the total on Dec. 7
to 42,686,000 barrels. This contra-seasonal decline in
gasoline stocks was the first reduction in three weeks. The
trend toward lower motor fuel stocks was interrupted in
mid-November.

Representative price changes follow:

Dec. 9—Hartol Products Corp. advanced tank-car gasoline }{ cent a
gallon at New York harbor to 634 cents, refinery.

Dec. 10—Socony-Vacuum advanced tank-car gasoline }{ cent a gallon
at New York harbor to 7 cents for its featured brand. The advance,
effective Dec. 12, took in the New York-New England area. Minor
readjustments in retail prices also were posted, Metropolitan New York
“pump'’ prices being lifted 0.03 cents a gallon.

Dec. 11—The Mid-Continent market for low-octane gasoline rose
14 cent a gallon to 4%{ to 474 cents, refinery.

Dec. 12—Atlantic Refining advanced tank-car prices of gasoline }{ cent
a gallon at Philadelphia, retail prices moving up !¢ cent a gallon.

Gasoline, Service Station, Tax Included

z New York......$.198 |Cincinnatl........ $.175 |Minneapolis...
- .1U6 |Cleveland. » New Orleans.
Philadelphia
Pittsburgh .- -

=l . St. Louls
Chicago.mocnceanx .16 Los Angeles...... .15
Kerosene, 41-43 Water White, Tank Car, F.O.B. Refinery
New York North Texas.$.0334-.03% |New Orleans.$.03%4-.04
(Bayonne) —..s..-.. 0514 ' Los Angeles.. .04}4-.05 'Tuls8....--- .037%-.04

Fuel Oil, F.0.B. Refinery or Terminal

California 27 p us New Orleans C
$.95

N. Y. (Bayonne) D $.80
$1.15-1.25 | Phila., bunker C.... .95

Bunker C........ §.

Diesel 28-30 D.... 1.65
Gas Oil, F.0.B. Refinery or Terminal

|Tulss ....... $.0234-.02%

N. Y. (Bayonne)
27 plus...-$.04

U. S. Gasoline (Above 65 Octane), Tank Car Lots, F.O.B. Refinery

' Chicago,
=04} 32-36 GO..8.02%-.02%

Standard Oil N. J._8$.07 |New York— Chicago - ---- $.05%-.05%
Socony-Vacuum. ... .07} | ColonialBeacon..$.063 | New Orleans. .0534-.053%
Tide Water Oil Co.. .07 T _ .063{ | Los Ang.,ex.. .053-.04%
Richfield Oll (Calif.) .063{ Gulf ports... .05%-.05%%

06 34
Warner-Quinlan Co. .063{ Republic Oil. . 08% | Tulsfe e v e .0534-.065%

Shell East'n Pet.. .06}
z Not Including 2% city sales tax.
_————————

Daily Average Crude Oil Output¥Again Declines—
Off 35,160 Barrels

The American Petroleum Institute estimates that the
daily average gross crude oil production for the week ended
Dee. 7 1935 was 2,785,300 barrels. This was a drop of
35,150 barrels from the output]of the previous week. The
current week’s figure was, however, above the 2,540,200
barrels calenlated by the United States Department of the
Interior to be the total of the restrictions imposed by the
various oil-producing States during December. Daily aver-
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age production for the four weeks ended Deec. 7 1935 is
estimated at 2,824,100 barrels. The daily average output
for the week ended Dec. 8 1934 totaled 2,386,850 barrels.
Further details as reported by the Institute follow:

Imports of petroleum for domestic use and receipts in bond at principal
United States ports for the week ended Dec. 7 totaled 432,000 barrels,
a daily average of 61,714 barrels, compared with a daily average of 87,429
barrels for the week ended Nov. 30 and 98,071 barrels daily for the four
weeks ended Dec. 7.

Theres were no receipts of California oil at Atlantic and Gulf Coast ports
for the week ended Dec. 7. This compares with a daily average of 21,000
barrels for the week ended Nov. 30 and 18,571 barrels daily for the four
weeks ended Dec. 7.

Reports received from refining companies owning 89.6% of the 3,869,000
barrel estimated daily potential refining capacity of the United States,
indicate that 2,483,000 barrels of crude oil daily were run to the stills
operated by those companies and that they had in storage at refineries at
the end of the week, 24,832,000 barrels of finished gasoline; 5,296,000 barrels
of unfinished gasoline and 104,574,000 barrels of gas and fuel oil. Gasoline
at Bulk Terminals, in transit and in pipe lines amounted to 17,854,000
barrels.

Cracked gasoline production by companies owning 95.9% of the potential
charging capacity of all cracking units, averaged 544,000 barrels daily
during the week.

DAILY AVERAGE CRUDE OIL PRODUCTION
(Figures in Barrels)

Financial Chronicle
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The yield of gasoline from crude at refineries showed an unexpected gain,
the average for the United States rising to 44.9% from 44.2% in September.
Accordingly, the output of motor fuel rose to a new high level of 41,862,000
barrels.

The domestic demand for motor fuel in October exceeded expectations, the
total of 41,401,000 barrels being 10% above the corresponding total of a year
ago. On the other hand, exports of motor fuel showed the first material
decline in several months, the total being 2,461,000 barrels, compared with
2,985,000 barrels in September. This decline was not related to events in
Italy as, according to statistics of the Bureau of Foreign and Domestic Com-
merce, no gasoline was shipped from the United States to that country either
in September or October 1935. However, exports of crude oil to Italy
increased from 62,000 barrels in September to 417,000 barrels in October.
Stocks of finished and unfinished gasoline were reduced more than anticipated,
the total of 49,798,000 barrels for Oct. 81 being the low point for the year.

The demand for the other major refined products, particularly for kero-
sene and the lighter grades of fuel oil, increased in October.

According to the Bureau of Labor Statistics, the price index for petroleum
products for October 1935 was 50.1 compared with 50.6 in September 1935
and 50.4 for October 1934.

The refinery data of this report were compiled from refineries having an
aggregate daily recorded crude oil capacity of 3,755,000 barrels. These
refineries operated during October 1935 at 739 of their capacity, compared
with an operating ratio of 74% in September.

SUPPLY AND DEMAND OF ALL OILS
(Thousands of Barrels of 42 Gallons)

Ziverage
4 Weeks
Ended
Dec. T
1935

489,250

Actual Production

Week End. Week End
Dec. 7 Nov. 30
1935 1935

458,550 484,700
135,500| 145,800 142,500

58,500 67,100 62,650
59,800 59,650
25,650 25,600

165,250| 163,600
45,400 46,250

434,000| 433,500
64,050 63,750

206,700f 207,200

1,067,950| 1,062,200

34,550 34,100
126,700 126,850

161,200f 161,250| 160,950

29,550 29,700
02,350] 104,700,
44,850 40,650
36,750 36,650
13,300 13,150

4,150/ 4,150
57,300 57,850

2,100,500| 2,155,450

Dept. of

Interior

Calcula-
tions
Dec.

480,100
138,700

Week
Ended
Dec. 8

1934

454,800
122,150

52,550
56,050
27,500
137,450
44,600
413,300
54,850
164,700

951,000

23,800
85,000

108,800

31,100
100,350
27,450
35,750

64,750
208,30

1,057,000

36,850
124,350

Southwest Texas.
Coastal Texas

1,005,800

128,000

57,500
2,148,950

Total East of Callfornia.
California. 513,800| 684,800| 665,000 675,150 495,900
Total United States_.__| 2,540,200! 2,785,300 2,820,450 2,824,100! 2,386,850

Note—The tigures indicated above do not Include any estimate of any oil which
ight have been surreptitiously produced.

CRUDE RUNS TO STILLS, FINISHED AND UNFINISHED GASOLINE AND
GAS AND FUEL OIL STOCKS, WEEK ENDED DEC. 7 1935
(Figures In Thousands of Barrels of 42 Gallons Each)

2,026,400

Datly Refining
Capacity of Plants

Crude Rung a Stocks|
to Stills of |b Stocks
of

Un-
(i o [inished
Oper- Gaso-
ated line

Other
Maotor
Fuel

Poten- |  Reporting Datly
tial |[—————| Aver-
Rate Total :P. C.| age

East Coast..| 612| 612(100.0] 445 72.7 875| 185
Appalachian.| 91| 62.3 82 281 60
Ind., Ill.,Ky. 2 325| 76.7 ,228 557 45
Okla., Kan.,

Missouri.. 60.7 56 447
Inland Texas 55.0 y 183
Texas Gulf. . x 1,544
La, Gulf.. ¥ e 277
No. La.-Ark. X p p 34
Rocky Mtn. $ 2 7: 107
California._ .. : p { 991 66,327

Totals week:
Dec. 7 1935.
Nov. 30 1935

104,574
106,281

89.6
80.6

71.6|c42,686,
76.0'd43 190|

5,206
5,358

3,869 2,636

a Amount of gnglnlshed ?nsollne contalned in naphtha distillates. b Estimated.

Includes 1 natura line at refinerles and plants; also blended motor
tuel at plants. ¢ Includes 24,832,000 barrels at refinerles and 17,854,000 barrels at
bulk terminals, in transit and pipe lines. d Includes 25,943,000 barrels at refineries
and 17,247,000 barrels at bulk terminals, In transit and pipe lines.

e s

Production of Crude Petroleum During October
Reached 88,160,000 Barrels

The monthly petroleum report of the United States Bureau
of Mines showed that the production of crude petroleum in
October 1935 totaled 88,160,000 barrels, a daily average, of
2,843,900 barrels. This average is 40,300 barrels above the
average in the previous month, and is the highest since Octo-
ber 1929. The report further disclosed :

Most of the producing States reported gains in daily average production in
October ; even the Eastern and Central States stepped up their output. Louisi-
ana and Michigan continued to set new production records. Daily average
production in California increased about 10,000 barrels over September, the
October figure being 650,100 barrels, Texas was one of the few States that
recorded a decline in production in October, its average decreasing from
1,068,800 barrels in September to 1,064,400 barrels in October. This decline
in Texas was due principally to lower estimates for “hot oil” production in
East Texas, most of the other arcas in Texas showing increascs.

The increase in crude oil production was reflected in the trend of crude
oil stocks; that is, the gain in output was followed by a reduction in the
withdrawal. The withdrawal from total refinable crude stocks in October
was 3,550,000 barrels, compared with 4,261,000 barrels taken out in Septem-
ber. Stocks of crude oil on hand Oct. 31 amounted to 317,155,000 barrels.

.

Jan.~Oct.|Jan ~Oct.
1935 1934

Oct. Sept. QOct.
1935 1935 1034

New Supply—
Domestic production:
Crude petroleum

Dally average. .

84,100| 76,593 818,755
2,471 93
3,267

120

79,980

2,580

760,869
2,503
30,053
792,378

Total production._
5 2,607

Dally average
Imports: b

Crude petroleum: e

Bonded warehouses 726

For domestic use.- : 2,158

Refined products:

Bonded warehouses 814

For domestic use 804 ga2

Total new supply, all olls. 22 84,210

Dally average 4718

2,802

6,202
20,459

10,154
7,325
896,008
2,947

17,293

3,762
25,682

Decrease In stocks, all olls 7,195

Demand—
Total demand
Dally average
Exports:
Crude petroleum
Retined products
Domestic demand:

913,301
3,004

42,991
61,146

362,866
37,847
27,088| 283,746| 269,111
1,674 16,589 15,600
75 5 736

629 7 6,354
1,591
507

Still gas (production) 3,792
Miscellaneous 4 : 126
Losses and crude used as fuel 4,156

855,625
2,814

34,010
61,098

341,527
35,022

102,449
3,305

4,810

91,405
2,949

3,277
5,959

37,674
3,957

1,728
37,210

800,164
2,662

1,707
35,066

760,417
2,501

82,169

91,689
2,651

Total domestic demand
2,958

Dalily average

Stocks—
Crude petroletrm
Natural gasoline. _ _
Retined products

346,800
4,255
220,659

580,714
197

317,155
4,384
225,316

317,155
4,384
225,316
546,855
165

320,705
5,133
227,749

553,687
172

4,255
229,659

580,714
206

Total, all oils

546,855
Days' supply 182

a From Coal Division. b Imports of crude as reported to Bureau of Mines; imports
of refined products from Bureau of Foreign and Domestic Commerce.

PRODUCTION OF CRUDE PETROLEUM BY STATES AND PRINCIPAL
FIELDS
(Thousands of Barrels of 42 Gallons)

Jan .~
Oct.,
1934

9,358

12,578
17,775
19,077
12,331
83,575
145,336
042

Jan,-
Oct.,
1935

9,181
12,513

21,018
21,710

October 1935 September 1935

DailyAv.
30.0

43.2
100.1
77.7
54.8
374.3

Total |DailyAv.
29.3

42.8

Total

Arkansas

Calitornia:
Huntington Beach
Kettleman Hills

g

NN WO D RO R D

Total California. ...
Colorado
Illinols .
Indlana .

Bty
Kentucky
Loulsiana—Gult Coast - .

Total Loulsiana. . ..
Michigan

_.
Foba

......
VLD -
SSER

Nex Mexico
New York

R

Total Ohlo
Oklahoma—Okla. City ..
Seminole

=it -

Total Oklahoma. - ..
Pennsylvania._ ... ...
Texas—Gult Coast .

West Texas. ...
East Texas .
Panhandle. ..
Rest of State_

Total Texas.. .

West Virginia
Wyoming—Salt Creek.

Total Wyoming
Other a

88,160 2,803.6| 818,755

84,109

a Includes Missour!, Mississippl, Tennessee and Utah.
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Production of Coal for Latest Week Above Same Period
a Year Ago

The weekly coal report of the United States Bureau of
Mines stated that production of soft coal for the country
during the week ended Nov. 30 was estimated at 7,350,000 net
tons in comparison with 8,152,000 tons in the preceding week.
Production during the corresponding week in 1934 amounted
to 6,306,000 tons.

Anthracite production in Pennsylvania during the week
ended Nov. 30 was estimated at 920,000 net tons. Compared
with the output in the preceding week, this shows a decrease
of 80,000 tons. Production in the corresponding week last
year amounted to only 779,000 tons.

Production of bituminous coal during the month of October
was estimated at 37,664,000 net tons, as against 24,944,000
tons during September and 32,807,000 net tons during October
1934. Hard coal output for October was estimated at
4,279,000 net tons. This compares with 4,172,000 net tons
produced during September and 4,729,000 tons during October
a year ago.

During the calendar year to Nov. 30 1935 a total of 332.-
917,000 tons of bituminous coal and 46,383,000 net tons of
Pennsylvania anthracite were produé¢ed. This compares with
325,326,000 tons of soft coal and 52,510,000 tons of hard coal
produced in the same period of 1934. The Bureau’s state-
ment follows :

ESTIMATED UNITED STATES PRODUCTION OF COAL AND BEEHIVE
COKE (IN NET TONS) S

Week Ended Calendar Year to Date

Norv. 30
1935 ¢

Nov. 23
1935 d

Dec. 1

1934 1935 1034 e 1929

Bitum. coal a- ‘
Tot. for per'd|7,350,000|(8,152,000/6,306,000/d332917000|325,326,000 487,943,000
Dally avge..|1,470,000/1,359,000|1,261,000| 1,184,000, 1,156,000/ 1,727,000

Pa. anth. b—
Tot. for per'd| 920,000/1,000,000| 779,000 46,383,000 66,448,000
184,000 166,700| 155,800 166,500 238,600

Dally avge..
Beehlve coke—

24,600/ 24,600{ 18,300 815,000 6,101,000
4,100 4,100 3,050 2,850 21,332

Tot. for per'd

Dally avge. .

a Includes lignite, coal made Into coke, local sales, and colliery fuel. b Includes
Sulllvan County, washery and dredge coal, local sales, colliery fuel, and coal shipped
by truck from established operations, Does not include an unknown amount of
“bootleg’* coal. ¢ Subject to revision. d Revised. e Adjusted to make comparable
the number of working days in the three years.

ESTIMATED WEEKLY AND MONTHLY PRODUCTION OF COAL, BY
STATES (IN THOUSANDS OF NET TONS)
(The current estimates are based on railroad carloadings and river shipments
and are subject to revision on receipt of monthly tonnage reports from districts and
State sources or of final annual returns from the operators.)

52,510,000
188,500

912,800/
3,192

Week Ended Monthly Production

State

Nov. 23|Nov. 16| Nov. 24| Oct.
1935 p | 1935 p| 1934 | 1935 ¢

1 2 9 8 10
23 71 614 813
Arkansas and Oklahom 93 g 442 287 202
COlOTAAO - - -~ - e 180, 747| 457 63
Georgla and North Carolina. 1 1 1 3 <

Sept. | Oct.
1935 1934

4,792
1,536
o 304
Kansas and Missouri. - p 717
Kentucky—Eastern a. 8 3 3,380
Western .. . 760
Maryland. : Y k 172
Michigan.
Montana. . .

Indlana. .

New Mexico- .o -----
North and South Dakota.

Pennsylvania bituminous—
Eastern b
Western c..

Tennessee.- . -

Texas...-

Utah..._

Virginia. ...

‘Washington . 40

West Virginia—Southern d ... 1,399
Northern e. . 480

g 95 6| 525
Other Western States. .. ....... . 2

8,152 7,807
5

Total bituminous coal........

7,306| 37,664
Pennsylvania anthracite

1,000 09 951 4,279 4,172| 4,729

09,1521 8,406' 8,257' 41,043] 29,116 37,536

a Coal taken from under the Kentucky mountains through openings in Virginia
s credited in the current reports for 1935 to Virginia, and the figures are therefore not
directly comparable with former years. b Represents that portion of the State which
s not included In Western Pennsylvania. ¢ Figures are comparable with records for
1934, and cover production ot Western Pennsylvania as defined by the NRA Sub
Divisional Code Authority. d Includes operations on the M. & W.; C. & O.; Vir-
ginian; K. & M.; B. C. & G.; and on the B. & O. In Kanawha, Mason, and Clay
counties. e Rest of State, including the Panhandle District, and Grant, Mineral
and Tucker counties. p Preliminary. r Revised. s Alaska, Georgia, North Carolina.
and South Dakota included in *‘Other Western States." * Less than 1,000 tons, !

—_——

24,944| 32 807

Grand total

October Natural Gasoline Production at Highest

Point Since 1931

The Department of the Interior reported that the output
of natural gasoline continued to reach new high levels in
1935—in fact, the daily average for October 1935 (4,842,000
gallons) was the highest since December 1931. The gain in
output in recent months has resulted from a number of causes
such as generally favorable prices, increased crude oil (and
gas) production, and a virtual breakdown of curtailment in
the Panhandle. Production in all the principal fields in-
creased in October, the gains in the Panhandle, Kettleman
Hills and Oklahoma City fields being outstanding. Daily
average production in the Panhandle was nearly 750,000 gal-
lons daily, 100,000 gallons higher than in September, but con-
siderably below the peak of November 1934. Stocks of
natural gasoline reflected the brisk demand and declined
materially ; the total on hand Oct. 31 was 184,128,000 gallons

Financial Chronicle
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compared with 215,586,000 gallons on hand at the beginning
of the month.
PRODUCTION AND STOCKS OF NATURAL GASOLINE
(In Thousands of Gallons)

Production Stocks

Oct. 31 1935 Sept. 30 1935

Sept. A At £ At At
1935 Refin- Refin- | Plants
eries eries | & Ter-

minals minals

East Coast.. 9,408 WAt
Appalachian, 46,500 1,857 84| 3,020
Ill., Mich., |

Kentucky - 6,000| 1,764 245 1,806 238
294,000 2,772 3,822| 25,883
22,500 42 55 126 1,186
379,100 5,964| 68 5,586| 74,841
32,900 84 168| 5,993
11,000 84 23 126 262
48,100/ 3,528 3,000| 1,320
421,200/ 61,236 74,550| 3,179

150,108{134,484/1,327,4521,262,200| 81,564|102,564
Daily avge_.| 4,842 4,483 4,367 4,150 e
Tot. (thous.

of barrels)| 3,574| 3,202 1,942 2,442
Daily avge..| 115 107 HREES

6,006
84

Texas

Louisiana. . -
Arkansas . ..
Rocky Mtn.
California. - -

9¢,666(115,920

2,373

2,760

31,606 30,052
104 99

————

Anthracte Shipments 20.339, Below a

Year Ago

Shipments of anthracite for the month of November 1935,
as reported to the Anthracite Institute, amounted to 2,-
868,490 net tons. This is a decrease, as compared with
shipments during the preceding month of October, of 812,762
net tons, or 22.08%, and when compared with November
1934, shows a decrease of 732,162 net tons, or 20.33%,.

Shipments by originating carriers (in net tons) are as
follows:

November

October

November | October | November
1935 4 1934

1935 193

858,279 | 817,394
580,533
261,538
403,133

AMonth of—

566,626
497,249

718,702
698,116
328,281
494,255
443,335
488,316
382,253
212,254
261,198

4,026,710

Reading Company

Lehigh Valley RR

Central RR. of New Jersey

Dela. Lackawanna & Western RR. ..
Delaware & Hudson RR. Corp
Pennsylvania RR.

182,968
122,595

2,868,490

N. Y. Ontario & Western Railway...

Lehigh & New England RR 148,514

3,681,252 13,600,652

Effect of Good Week'’s Trade in Major Metals Nullified
by Break in Silver

“Metal and Mineral Markets’’ of Dec. 12 stated that
major non-ferrous metals—copper, lead and zine—w ire doing
very well last week until the silver disturbance struck in
full force on the afternoon of Dec. 10 and caused buyers to
pause for further developments. In the silver division, the
temporary withdrawal of the Treasury from supporting the
market was taken to indicate that the Administration called
a halt awaiting definite information as to the full meaning
of the recent move in China that aims at establishing a
managed currency tied to the pound sterling. Dumping of
silver by China to purchase gold, it was pointed out, did not
fit in with the program. Sales of copper, lead and zine in
the domestic market were above the average last week.
Tin was quiet and slightly lower. ‘“Metal and Mineral
Markets’’ further stated:

Copper Sales Large

The domestic copper market was beginning to enjoy more activity when
the unsettled silver situation injected an atmosphere of uncertainty through-
out the industry. According to the Copper Association, sales for the last
week in the domestic market amounted to a little over 19,500 tons, which
compares with 9,000 tons the previous week. Some producers believe
enthusiasm for a higher copper price received more than a slight jolt, due
to the unsettlement, though most operators still believe that a higher price
before the end of the year is likely. The prica remained unchanged at
0.25¢. Valley.

Tha foreign market during the last week displayed signs of strength until
Tuesday. Speculators became excited on the developments in silver and,
in the opinion of observers here, attached too much importance to the move
in that metal. Quotations abroad on Dec. 11 ranged from 8.625c. to
8.825¢. c.i.f.

Sir Edmund Davis, president at the annual meeting of Rhodesian Anglo-
American in London, made it clear that the Northern Rhodesian copper
producers favored a price policy that would not restrict the movement
of copper into consumptive channels. “Should world copper consumption
continue at the present rate of about 1,400,000 long tons a year,” he said,
+existing stocks of copper of about 500,000 tons should show further reduc-
tion within the next few months, and it is reasonable to suppose that the
Rhodesian mines would have to increase production.’”” He favored a price
of copper not in excess of £40 a long ton, holding to the opinion that a higher
figure would stimulate production at other properties, leaving the industry
again in a position where production is larger than consumption.

Lead Buying Continues

Lead suffered less than other metals on the upset in silver. Buying
was good throughout the week, sales for the period totaling more than
7,000 tons, or well above the wceﬁly average. A week previous the sales
amounted to about 6,200 tons. The demand came chiefly from battery
manufacturers and pigment makers, with January shipment metal pre-
dominating in the week’s business. Producers were pleased with the steady
call for lead for December shipment, which, it is claimed, points to a con-
tinued high rate of consumption.

The undertone of the market was firm. Prices held at 4.50c., New York,
the contract settling basis of the American Smelting & Refining Co., and
at 4.35c., St. Louis. As for some time past, St. Joseph Lead obtained
a premium on its own brands sold in the East.
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The statement on total stocks of lead above ground as of Nov. 1 satisfied
most producers that the market is heading in the right direction. Total
stocks, including lead contained in ore at smelters, amounted to 319,478
tons at the beginning of last month, against 322,395 tons a month previous.

Zine Firm at 4.85

The volume of zinc sales for the last week amounted to about 5,000 tons,
a good week’s business. 'The feature of the market was the announcement
of the November statistics, which showed zinc shipments the highest for
the year, totaling 47,871 tons for the month. Stocks were reduced more
than 10,000 tons during the month, to 85,777 tons. Producers believe
this fact, together with the recent increased buying, is establishing a seller’s
market. The lowered foreign zinc price of Dec. 11 temporarily checked
tﬂs trend toward a higher domestic price, producers believe.

Tin Trade Inactive

The move to increase production to 90% seemed to restrict buying of
tin, for the last week was a quiet one. Prices eased in London, on spot
as well as forward metal. Straits tin in New York, on spot, settled at 50c.,
against 51.75¢. a week ago.

Chinese tin, 99%, was quoted as follows: Dec. 5th, 50c.; 6th, 50c.; 7th,
49.875¢.; 9th, 49.375¢.; 10th, 49c.; 11th, 48.875¢c.

—_—
Exports of Tin During October Under International
Tin Agreement—Increase of 109, in Shipment
Quotas Recommended by Committee

During October the five countries participating in the
International Tin Agreement exported 13,071 tons of tin, ac-
cording to a communique issued Deec. 6 by the International
Tin Committee through the New York office of the Inter-
national Tin Research and Development Council. This com-
pares with 8,489 tons exported in September. The September
total differs from that given in our issue of Oct. 26, page 2654,
in as much as the amount of exports for Bolivia, totaling
2,306 tons, was not available at the issuance of the Com-
mittee's communique for that month.

In the statement of Dec. 6 it was noted that the Committee
recommended to the signatory governments, which are, in
addition to Bolivia, Netherlands East Indies, Nigeria, Malaya
and Siam, that the shipments quotas should be raised 10%
to 90% of standard tonnages, for the period January to
March 1936. The following is the communique of Dec. 6:

INTERNATIONAL TIN COMMITTEE
Communique
1. The International Tin Committee met at The Hague on Dec. 6 1935.
2. The monthly statistics as to exports are as follows:

October
3,465
44
2,417
5,787
758
3. The Committee agreed to recommend to the signatory governments that

the quotas be increased to 90% of standard tonnages, for the three months
January to March 1936,

e
October World Zinc Output Totals 125,837 Tons

The following table shows zine production of the world
during the month October 1935 and three preceding months,
by primary metallurgical works, as reported by the American
Bureau of Metal Statistics, in short tons:

August
3,474
546

September

July
35,055

October

36,701
16,169

September
36,088

August

35,922
15,932
18,300
4,614
11,642
2,440
1,926
564
11,372

TUnited States
Other North America.

Spain
Anglo-Australian_ _
x Elsewhere, 19,500

‘World's total 122,212 118,899

x Includes Norway, Poland, Japan and Indo-China, together with estimates for
Cze&ho;l&wnkln, Jugoslavia and Russia, the quantities of which are small. v Partly
estimated.

—_—————

World Copper Production for Third Quarter of 1935,
Ex-United States

“Metal and Minerals Markets,” in its issue of Nov. 28, pub-
lished the following table of copper production in short tons,
as compiled by the American Bureau of Metal Statistics:

As accounting of the production of copper in the world from ore originat-
ing outside of the United States, according to countries where produced as
blister copper, with a few exceptions, during the first, second and third
quarters of 1935, with comparable data for the fourth quarter of 1934, in
short tons.

Fourth Quarter| First Quarter
1034 1935

Second Quarter| Third Quarter
1935 1935

a U. 8., forelgn ore. ..

4,200
83,800

325,800
Monthly averages_ 108,600
Dally averages 3,620

a Copper content of foreign ore and matte Imported, included recelpts from
Cuba, admitted free of duty. b Imports of blister copper into United States from
Mexico. c Partly estimated; includes Great Britain, Spain, France, Norway,
Sweden, Italy, Yugoslavia, Rumania and Belglum ex-Katanga. Copper from
Zatanga matte smelted in Belglum is credited to Africa. d Japanese production is
given In terms of refined copper, which includes a certaln proportion of reworked

313,300 279,700
104,400 93,200
0
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scrap and perhaps some other duplication. e Partly estimated; comprises Belglan
Congo, Rhodesia and South Africa. f Conjectural,
e ey

Steel Shipments Show Decrease in November
Shipments of steel products by subsidiaries of United
States Steel Corp. amounted to 681,820 tons in November,
a decrease of 4,921 tons as compared with the previous
monthly total of 686,741 tons. In November 1934 ship-
ments were 366,119 tons. Below we list the figures by
months since January 1931:

TONNAGE OF SHIPMENTS OF STEEL PRODUCTS BY MONTHS FOR
YEARS INDICATED

Year 1935

534,055
583,137
668,056

01,728

Year 1934

331,777
385,500
588,209
643,009
745,063
985,337
369,938
378,023
370,306
343,962
366,119
418,630

a(19,907)
5,905,966

Year 1933

285.138
275,929
256,793
335,321
455,302
603,937
701,322
668,155
575,161
572,897
430,358
600,639

b(44,283)
5,805,235

Year 1932

426,271
413,001
388,579
305,091
338,202
324,746
272,448
201,688
316,019
310,007
275,594
227,576

a(5,160)
3,074,062

Month Year 1931
800,031
762,522
907,251
878,558
764,178
653,104
593,900

August.. .

September..
October.. .
681,820

December. 351,211
a(6,040)
7,676,744

b Addition.

Yearly adjustment..

Total for year
2 Reductlon.

PSS SR "
Steel Production Highest of Any November Since 1929

Daily production of steel ingots in November averaged
121,279 gross tons, the highest daily average of any November
since 1929 and the highest of any month since May 1934,
according to figures released on Dec. 7 by the American Iron
and Steel Institute.

The daily average production in November 1929 was 135427
gross tons of ingots, while in May 1934 production averaged
125,907 gross tons. In October of this year production aver-
aged 116,535 gross tons ner day.

Total production of 3,153,247 gross tons of steel ingots in
November brought the tonnage of ingots produced thus far
in 1935 to a total of 289 above production in the first 11
months of 1934. Ingot production from January through
November of this year has totaled 30,343,769 gross tons, which
compares with 23,634,861 gross tons in the corresponding
period of 1934,

Production in the month of November of this year was 96%
above production of 1,610,625 gross tons in November 1934,
In October 1935 a total of 3,146,446 gross tons of ingots
were produced.

Operations in November were at 54.78% of capacity, com-
pared with 52.64% in October and 28.13% in November 1934,
MONTHLY PRODUCTION OF OPEN HEARTH AND BESSEMER STEEL

INGOTS—JANUARY 1934 TO NOVEMBER 1935

[Reported by companies which in 1934 made 97.91% of the open hearth and
100% of the Bessemer ingot production.]

Caleulated Monthly
Productton

a P.C.of
Capacitty

Caleulated
Datly
Production
(Gross Tons)

Number

Pertod— 0,
Worktng
Days

Gross
Tons

1935—
106.353 27
115,740 24
110,313 26

110,616 77

2,871,531
2,777,765
2,868,141

8,517,437
2,640,504

2,635,857
2,230,893

48.04
52.28
49.83

49.97

45.87
44.10
40.31
43.48
46.70
39.44
48.84
51.13
46.44
46.61

*52.064
54.78

101,558
07,624 27
89,236 25

06,247 78
103,385
87.316

108,123
113,103

7,507,254
6,024,601
2,270,224

2,919,326
2,820,835

July. .
August___
September

102,813
103,193

*116,535
121,279

8,019,385
24,044,076

*3,146,446
3,153,247

Third quarter

Nine months.

1934—
January
February .
March

b
33.50
41.86
47.07
40.80
53.34
67.18
53,44
54.70
47.756
27.06
23.24
23.05
24.42
40.04
24.93

28.13
35.68

1,097,129
2,211,944
2,708,440
7,007,513
2,936,064
3,399,494
3,050,483
9,395,041
16,402,554
1,489,453
1,381,350
1,268,977
4,139,780
20,542,334
1,481,902
1,610,625
1,964,257
5,056,784 20.44
25,599,118 37.38 82,312 311
a Calculated on annual capacities as of Dec. 31 1934 as follows: Open hearth and

Bessemer Ingots, 68,849,717 gross tons. b Calculated on annual capacities as of
I‘);!ca 3Ble:’933 as follows: Open hearth and Bessemer Ingots, 68,478,813 gross tons.
\4

02,164
103,646

89,840
117,443
125,007
117,672
120,449

105,145

560,759
53,763
88,165
54,885
61,947
78,670

64,831

Third quarter

Nine months

igitized for FRASER
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World Lead Production Rises During October

Figures recently released by the American Bureau of Metal
Statistics disclosed that world production of refined lead
reached a total of 131,333 short tons during the month of
October. This compares with 119,793 tons produced during
the preceding month of September. The average daily rate
of production during the month under review totaled 4,236
tons, as against 8,993 tons in September and 4,231 tons daily
during October 1934.

The following table gives, in short tons, lead production of
the world allocated so far as possible to country of origin of
the ore:

October 1935
37,844

September 1935
29,358

131,333 119,793

} a From domestic material only. b Includes Belgium, Russia, Great Britain,
Poland, France, Austria, Czechoslovakia and Yugoslavia; partly estimated. c In-
cludes Australian lead refined in Great Britain. d Includes Argentina, Peru, Japan,
end the product of foreign ore smelted in United States; partly estimated.

e ~ iy
Steel Production Dips But Scrap Index Advances

The “Iron Age,” in its Dec. 12 issue, stated that steel pro-
duction has fallen from 57 to 56% of capacity, but scrap
prices, as represented by the “Iron Age” average of heavy
melting steel quotations at Pittsburgh, Chicago and Phila-
delphia, have risen from $13.25 to $13.42 a gross ton, the
highest level reached since September 1930. The strength of
serap is country-wide. Besides an increase of 50c. a ton in
heavy melting steel in the important Pittsburgh market, there
have been advances of that grade at Detroit, Cleveland, Cin-
cinnati, St. Louis and Boston. The “Age” further stated:

The decline in ingot output reflects a relaxation of consumer pressure for
finished steel following the reaffirmation of most existing prices for first
quarter. Few buyers actually accumulated large stocks, but most users had
entered heavy commitments for December delivery, and these have been
revised to spread shipments through the coming quarter. Relieved of the
necessity for stocking finished steel against higher prices, many in the
trade, and especially jobbers, are reverting to the customary practice of
paring inventories as the year-end approaches.

The reaction on mill schedules, so far as flat-rolled products are con-
cerned, has been cushioned by the large day-to-day requirements of the
automobile industry, which is operating at a high rate following fall intro-
duction of new models. The heavy requirements of motor car makers are
also reflected in liberal first quarter contracting in pig iron by automotive
foundries, whose melt has so depleted stocks accumulated as the result of
the late October price advance that relatively little metal will be carried
over into the new year.

In the face of less pressing, albeit still sizable demands on finishing
mills, the industry’s operations are benefiting from heavy anticipatory orders
for semi-finished steel, the prices of which did advance. Similarly, there
has been an acceleration of the output of the few finished items that were
marked up in price, among them track bolts, track spikes, fence posts and
bolts and nuts. Tin plate mill operations have been lifted from 75 to 809
of capacity, in line with the customary policy of providing generous Christ-
mas payrolls,

These counteracting influences, together with the general trend of con-
sumption, will, among them, determine the courts of steel production during
the remainder of the month. The strength of scrap suggests that further
increases in steel output are in sight. Reports of operations at different
centers this week reveal conflicting trends.

Output has risen two points to 629% in the Youngstown district and two
points to 84% in the Cleveland-Lorain area, but has receded 4% points
to 59% at Chicago, two points to 39% in the Philadelphia district, two
points to 78% in the Wheeling district, and three points to 829% in the
Jcwer Ohio River region. Pittsburgh operations are holding at 44%
Detroit at 95%, and the South at 50%. ’

Structural steel lettings of 18,000 tons compare with 16,425 tons in the
previous week, New projects total 19,350 tons as against 24,900 tons a
week ago. Reinforcing bar awards call for 4,000 tons and plate lettings for
2,700 tons. Total awards of structural steel, plate work, reinforcing steel
and piling reported in the “Iron Age” to date this year are 1,095,1;7 tons
as c'omp:lred with 1,092,978 tons in the corresponding period in 1934.

Bids were taken this week on a Boston pier, requiring 5,300 tons of plates
structural steel, bearing piles and reinforcing. St. Louis has asked for new
bids on a water conduit calling for 8,300 tons of plates.

The placing of contracts on government-financed projects on or before the
deadline, Dec. 15, will add considerable tonnage in reinforcing bars, struc-
tural steel and cast iron pipe to producers’ books. ]

Railroads are expanding car and locomotive repairs, and both utilities
and olﬂl¢;<;m]'mniesdﬂredbomming larger users of iron and steel. The Long
Island RR. has ordered 1,000 tons of rails an V;

10,000 Eora; d the Wabash is closing for

New England by-product foundry coke will be advanced 50c. a ton Dec. 16
The “Iron Age’ composite prices on pig iron and finished steel are uncha;lgeti
at $18.84 a gross ton and 2.180c. a pound, respectively. Re-sale prices
on steel pipe are weak in the East, and irregularities in alloy and carbon
bars, sheets and strip are reported in the Detroit area.

THE “IRON AGE"” COMPOSITE PRICES
Finlshed Steel
¢. 10 1035, 2.130¢. a Lb. Based on
One wgﬁ F17.0) PR 2. 1' wire, raﬁg?eél‘;:l?bmu;’;{e;g:nlgnm

One month ago..- -2.130c.| rolled strips These products
ONe YeAr 80 < = v e vanmmmmmmnnnn 2.124c.| 85% ot the United Sla‘;es ougpu:‘“
High
Oct. Lo?a.n.
Jan,
Apr.
Feb,
Dec.
Dee.
Oct.
July
Nov.

b://fraser.stlouisfed.org/
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Pig Iron
Dec. 10 1935, $18.84 a Gross Ton |Based on average of basic iron at Valley
One week ag0 £18.84{ furnace and foundry irons at Chicago.
One month ago. . ~"18'84| Philadelphia, Buffalo, Valley and
One year ago 17.90| Birmingham,

Low

May 14
Jan.
Jan.
Dec.
Dec.
Dec.
Dec.
July
Nov.

S LA

Steel Scrap
(Based 1 heavy melting stee
quotations at Pittsburgh, Philsdelphia
and Chicago.

Hiogh
Dec.
Mar.
Aug.
Jan.
Jan,
Feb.

Deec. 10 1935, $13.42 a Gross
One week ago
One month ago. .
One year ago.- -

Low
$10.33 Apr. 23
9.50 Sept.25
6.75 Jan. 3
6.43 July &
8.50 Dec. 29
Dec. 9
Dec. 3
July 2
Nov. 22

The American Iron and Steel Institute on Dec. 9 an-
nounced that telegraphic reports which it had received indi-
cated that the operating rate of steel companies having 98.0%
of the steel capacity of the industry will be 55.7% of the
capacity for the current week, compared with 56.49% last
week, 52.6% one month ago, and 32.7% one year ago. This
represents a decrease of 0.7 points or 1.29, from the estimate
for the week of Dec. 2. Weekly indicated rates of steel
operations since Dec. 10 1934 follow :

1935— 1935—
Mar, 46.8%
Mar. 25.-...46.1%
% |Apr. 1--__l44.4
Apr.
Apr. 1

“Steel” of Cleveland, in its summary of the iron and steel
markets, on Dec. 9 stated :

Rising demand for steel, in which the lighter finishes still predominate,
heavier requirements for structural and railroad material in prospect, a
strong market for pig iron and scrap, and a generally firm price situation
ae imparting to the industry a buoyancy unusual for December.

In sheets, strip, bars, and tin plate, mills now have a large volume of
releases for shipment over the remainder of December, through January
and in some instances extending into February, insuring a high operating
average for them during midwinter months. With sheet and tin plate
mills at 75 to 80%, some steclmakers are deferring for the present the
customary year-end repairs.

In structural shapes, reinforcing material, and pipe, the volume of inquiries
from Public Works Administration projects now makes it appeal impossible
for fabricators to meet the government’s deadline with bids by Deec. 15.
While the majority of general contract awards are expected this month, a
considerable portion of the program will extend into the early months
of 1936.

Railroad repair shop activity is increasing, and steel shipments to them
have improved. New York Central is taking bids on 30,000 to 40,000 tons
of rails, and has doubled its immediate car repair schedule, obtaining bids
on steel for 8,000 units. Illinois Central has received a government loan
for $3,000,000 for rehabilitating cars, and Chicago Burlington & Quincy is
buying additional steel for repairing 1,250 cars. Delaware Lackawanna &
Western has awarded 10,000 tons of rails. Southern Pacific is in the market
for 40,769 tons.

Large inquiries for steel for construction work multiplied during the
week, some for private interests. Socony Vacuum 0il Co., New York, is
negotiating for two tank ships requiring 10,000 tons of steel, and more
demand was noted for oil tanks in Eastern States. Los Angeles is taking
bids on 27,000 to 35,000 tons of plates for a water main; St. Louis for
8,300 tons; Cincinnati for 5,700 tons of cast pipe. Structural ehape
awards in the week totaled 18,900 tons, compared with 21,220 tons in the
preceding week.

Daily average steel ingot production in November, 121,279 gross tons,
was the largest for any November since 1929. The gain over October was
5%. The month’s output, 8,158,247 tons, was 1.1% higher than October’s.
For 11 months, 80,318,507 tons is an increase of 27.2% over the first 11
in 1934,

Daily average pig iron production in November, 68,876 gross tons, was
7.9% above October, and highest since October 1930. Total output for
the month, 2,066,294 tons, was 4.4% higher than in October. For 11
months output of 18,924,987 tons is 26.6% over the first 11 in 1934, A net
gain of six active stacks was wade in November, to 122.

Currently, pig iron shipments are moderately neavier than in November.
Seme valley producers are obtaining premiums of $1 a ton over the recent
increase of $1, for immediate delivery. Scrap is active and prices are
strong, “Steel’s” composite advancing 4c. to $13.16.

While base prices of cold finished carbon steel bars have been raised $3 a
ton, an accompanying reduction of $3 a ton in chemical extras results in no
change in met prices on most tonnage. Width and gage extras have been
adopted for the first time on skelp, in line with similar extras on plates,
bars, sheets, and strip. Prices of large bolts have been raised about 10%,
and small bolts 8%. Due to the entry of several new mills into production,
concessions of $3 a ton are noted on sheets and strip in the Detroit district.
Automobile output for the week, 93,000, snapped back to the pre-Thanks-
giving week level.

Steelworks operations last week increased 1 point to 57%, a new high
for the year. Chicago advanced % point to 639% ; eastern Pennsylvania, %
to 391 ; New England, 3 to 93; Buiffalo, 7 to 47; Youngstown, 2 to 60.
Pittsburgh declined 2 points to 43. Other districts were unchanged.

“Steel’s” iron and steel price composite is up 2c. to $33.30, while the
finished steel index holds at $53.70.

Steel ingot production for the week ended Dec. 9 is placed
at slightly over 579% of capacity according to the “Wal




. .
3768 Financial
Street Journal” of Dec. 11. This compares with 5614%
in the previous week and 559, two weeks ago. The “Journal’’
further stated:

U. 8. Steel is estimated at 46% , against 45% in the week before and 43 %
two weeks ago. Leading independents are credited with 67 %, the same as
in the preceding week. Two weeks ago these companies were at 66% .

The following table gives a comparison of the percentage of production
with the nearest corresponding week of previous years, together with the
approximate changes, in points, from the week immediately preceding:
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Industry U. 8. Steel Independents
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Current Events

and Discussions

The Week with the Federal Reserve Banks

The daily average volume of Federal Reserve bank credit
outstanding during the week ended Dec. 11, as reported by
the Federal Reserve banks, was $2,480,000,000, an increase
of $5,000,000 compared with the preceding week and of
$8,000,000 compared with the corresponding week in 1934.
After noting these facts, the Board of Governors of the Fed-
eral Reserve System proceeds as follows:

On Dec. 11 total Reserve bank credit amounted to $2,474,000,000, an
increase of $4,000,000 for the week. This increase corresponds with in-
creases of $135,000,000 in member bank reserve balances and $5,000,000 in
non-member deposits and other Federal Reserve accounts, offset in part
by increases of $59,000,000 in monetary gold stock and $5,000,000 in Treas-
ury and national bank currency and decreases of $2,000,000 in money in
circulation and $68,000,000 in Treasury cash and deposits with Federal
Reserve banks. Member bank reserve balances on Dec. 11 were esti-
mated to be approximately $3,310,000,000 in excess of legal requirements.

Relatively small changes wcre reported in holdings of discounted and
purchased bills and ‘ndustrial advances. An increase of $8,000,000 in
holdings of United States Treasury notes was offset by decreases of $4,000,-
000 each in noldings of United States bonds and Treasury bills.

The statement in full for the week ended Dee. 11, in com-
parison with the preceding week and with the corresponding
date last year, will be found on pages 3814 and 3815.

Changes in the amount of Reserve bank credit outstand-
ing and in related items during the week and the year ended
Dee. 11 1935 were as follows:

Increase (+) or Decrease (—)
Stnce
Dec. 41935 Dec. 12 1934
+1.goo.ooo —3,000,000

o o=

Dec. 11 1935
$
6,000,000
5,000,000
2,430,000,000
Industrial advances (not including
33,000,000
*

22,000,000

$28,000,000 commitm'ts—Dec. 11) 000
—6,000,

Other Reserve bank credit

-+1,000,000
3,000,000

--4,000,000
459,000,000

Tota' Reserve bank credit 2,474,000,000
Monetary gold stock 10068 000,000
Treasury & National bank currency . .2,447,000,000

5,841,000,000
6,040,000,000

2,558,000,000
550,000,000

412,000,000
-}-1,888,000,000
+5,000,000 —39,000,000

—2,000,000 +-309,000,000
+135,000,000 --1,928,000,000

—68,000,000 —502,000,000
5,000,000 127,000,000

Money in circulation

Member bank reserve balances_

Treasury cash and deposits with Fe:
eral Reserve banks

* Less than $500,000.
—_—

Returns of Member Banks in New York City
and Chicago—Brokers’ Loans

Below is the statement of the Board of Governors of the
Federal Reserve System for the New York City member
banks and also for the Chicago member banks, for the current
week, issued in advance of full statements of the member
banks, which latter will not be available until the coming
Monday. T

ASSETS AND LIABILITIES OF WEEKLY REPORTING MEMBER BANKS
IN CENTRAL RESERVE CITIES
(In Millions of Dollars)

——New York City—— Chicago———
Dec. 11 Dec. 4 Dec. 12 Dec. 11 Dec. 4 Dec. 12
1935 1935 1934 1935 1035 1934
Assets— H $ $ $ S 3
Loans and investments—total.. 7,883 7,856 7,213 1,776 1,790 1,555
Loans to brokers and dealers:
In New York City 891 860
Outside New York City 59 59
Loans on securities to others
744

(except banks) .. - ooooo-o
170

124
39
1,172

3,289

377
1,018

581 = 26
52 2 27

799 170

226 67
133 20

79 12
1,188
2,041

272
942

1,372
40
74

734

170
124

62
1,180
3,276

374
1,017

Accepts. and com'l paper bought
Loans on real estate

Loans to banks. ..

Other loans

U. 8. Govern. Xirect obligations
Obligations fully guaranteed by

United States Government. ..
Other securities

37
205
762 82
4,747 1,462 1,452
596 400 400
425 59
1,763 533 536
114 5 4

Due from domestic banks.
Other assets—net

Liabilities—
Demand deposits—adjusted..__

United States Govt. deposits...
Inter-bank deposits:

Domestic banks

Foreign banks

9 - —nde
350 44 45

Capital account 1,466 229

Complete Returns of the Member Banks of the Federal
Reserve System for the Preceding Week

As explained above, the statements of the New York and
Chicago member banks are given out on Thursday, simul-
taneously with the figures for the Reserve banks themselves,
and covering the same week, instead of being held until the
following Monday, before which time the statistics covering
the entire body of reporting member banks in 101 ecities
cannot be compiled.

In the following will be found the comments of the Board
of Governors of the Federal Reserve System respecting the
returns of the entire body of reporting member banks of
the Federal Reserve System for the week ended with the
close of business Dec. 4:

The condition statement of weekly reporting member banks in 101 lead=
ing cities on Dec. 4 shows a decrease for the week of $114,000,000 in total
loans and investments, an increase of $135,000,000 in reserve balances with
Federal Reserve banks, decreases of $107,000,000 in demand deposits—
adjusted, $29,000,000 in time deposits and $22,000,000 in government
deposits, and an increase of $169,000,000 in deposit balances standing to the
credit of domestic banks.

Loans to brokers and dealers in securities in New York City increased
$32,000,000; loans to brokers and dealers outside New York City declined
$3,000,000; and loans on securities to others (except banks) increased
$9,000,000. Holdings of acceptances and commercial paper bought in-
creased $3,000,000; real estate loans increased $1,000,000; loans to banks
declined $53,000,000 in the New York district; and ‘Other loans'’ increased
$14,000,000.

Holdings of United States government direct obligations declined $58,-
000,000 in the New York district, $12,000,000 in the San Francisco district,
$6,000,000 in the Boston district and $80,000,000 at all reporting member
banks; holdings of obligations fully guaranteed by the United States govern-
ment declined $3,000,000; and holdings of ‘“‘other securities’ declined
$15,000,000 in the New York district, and $35,000,000 at all reporting
member banks.

Demand deposits—adjusted declined $54,000,000 in the New York
district, $36,000,000 in the San Francisco district, $32,000,000 in the
Chicago district and $107,000,000 at all reporting member banks, and
increased $14,000,000 in the Boston district. Time deposits declined
$11,000,000 in the New York district, $9,000,000 in the Cleveland district
and $29,000,000 at all reporting member banks. Government deposits
declined $22,000,000. Deposit balances of other domestic banks increased
$91,000,000 in the New York district, $23,000,000 in the Boston district,
$11,000,000 in the Philadelphia district and $169,000,000 at all raporting
member banks.

A summary of the.principal assets and liabilities of the
reporting member banks, together with changes for the week
and the year ended Dec. 4 1935, follows:

Increase (-) or Decrease (—)

Stnee
Nov. 27 1935 Dec. 5 1934
$ $

Dec, 4 1935
Assets— $

Loans and investments—total. .. .20,518,000,000 —114,000,000 --1,418,000,000

Loans to brokers and dealers:
In New York City 882,000,000
Outside New York City 170,000,000

Loans on securities to others
{except banks) 2,004,000,000

Accepts. and com’l paper bought.. 356,000,000

Loans on real estate 1,141,000,000

Loans to banks. ... = 98,000,000

Other loans —-w 3,415,000,000

U. 8. govt. direct obligations 8,221,000,000

Obligations fully guaranteed by
United States government 1,134,000,000

Other securities 3,007,000,000

4,894,000,000

361,000,000
- 2,370,000,000

.13,911,000,000
4,843,000,000
482,000,000

- 5,505,000,000
443,000,000
1,000,000

————————

Monthly Meeting of Directors of Bank for International
Settlements—Optimism Voiced by Central Bank
Heads—Little of Withdrawn Gold Taken for
Hoarding According to Governor Tannery of Bank
of France.

With the conclusion on Dee. 9 of the monthly two-day
meeting at Basle, Switzerland, of the board of the Bank for
International Settlements, the European Central bank heads
were reported as apparently generally hopeful that there
would be no further hard monetary strain before spring,
although making, of course, the usual reservation of bankers.
These reservations, said a wireless message to the New York
“Times” apply particularly to the French internal and
Italian external situations, which remain the principal
immediate unknown quantities in the monetary situation.
In part the advices to the “Times’ also said:

142,000,000
+7,000,000

—206,000,000
—105,000,000

—36,000,000
+-114,000,000
927,000,000

+ 521,000,000
-+ 54,000,000

+1,696,000,000
+59,000,000
+ 553,000,000

+42,429,000,000
+-96,000,000
—343,000,000

+1,131,000,000
+-305,000,000
—4,000,000

32,000,000
—3,000,000

9,000,000
-+3,000,000
1,000,000
~—52,000,000
14,000,000
~-80,000,000

~—3,000,000
—35,000,000

135,000,000
--3,000,000
47,000,000

—107,000,000
—29,000,000
~22,000,000

169,000,000
-6,000,000
1,000,000

Reserve with Fed. Reserve banks.
Cash {n vault—

Liabiltties—
Demand deposits—adjusted.
Time deposits
United States govt. de
Inter-bank deposits:
Dowestic banks
Foreign banks .
Borrowings
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Jean Tannery, Governor of the Bank of France, in recounting the last
six weeks to Governors, said the 6,000,000,000 francs in gold lost in his
bank in that period was only half the amount lost in the May run and the
Bank's next statement would show a loss of only 300,000,000 francs,
against 2,834,000,000 francs the week before.

Little Gold Taken for Hoarding

“Contrary to what occurred last spring, there was little withdrawal
of gold this time for hoarding,' he said.

“‘T'he confidence of the mass of the French population in money was
not shaken. [The withdrawals originated in repatriation of foreign capital
and the transformation of important franc deposits into dollar or sterling
deposits through unjustified fear of devaluation, as well as because of the
rise in Wall Street."” .

One gold-bloc banker said in private conversation that this event,
following the previous runs in Holland and France, showed that Central
Bank co-operation was now ‘‘so strong that it was almost impossible to
drive a country off gold so long as it wanted to stay on."

It was pointed out, too, that this time the private banks were able
to handle the demand for dollars in Paris, and the United States Treasury
did not have to intervene directly, as it had done in May. Gold-bloc
bankers gave the Bank of England generous credit for its co-operation in
the recent franc crisis. Dr. Hjalmar Schacht, head of the Reichsbank,
explained to his colleagues why he had taken the drastic step of banning
imports to Germany of her own marks. Montague Norman, Governor
of the Bank of England, made the most of the success of the £300,000,000
loan. G. Bachmann, head of the Swiss Bank, reported on Swiss efforts
to balance the budget with higher taxation.

—_—

Statement of Condition of Bank for International
Settlements as of Nov. 30

The monthly statement of the Bank for International Set-
tlements, issued Dec. 4, shows that the bank’s funds declined
during November 18,000,000 Swiss francs to a total of 649,-
000,000, it was stated in a wireless account from Basle, Switz-
erland, Dec. 4, to the New Lork “Times” of Dec. 5. The ad-
vices also said:

The loss was all in central bank deposits for their own account. Gold bar
deposits increased 1,000,000 francs, and gold bar assets fell 5,000,000 to
27,000,000, more than covering deposits.

The statement, as usual, does not include earmarked gold held in custody
for central banks, whose total now is known to be in nine figures. Almost
all this gold is held for smaller European central banks which formerly were
on the gold exchange standard.

The following is the statement of the bank, as contained in
Associated Press advices from Basle, Dec. 4 (figures in Swiss
francs at par) :

Assets—

Gold In bars

Cash:
On hand and on current account with banks 2,688,273.45 2,973,573.50
Sight funds at Interest

15,647,444.99 19,204,124 57

Rediscountable bills and dcceptances:
1. Commercial bills and bankers' acceptances -...131,388,584.16 127,485 957.18
2. Treasury bills 201,252,009.62 211,611,047.88
332,640,593.78 339,097,005.06

36,264,556.32 40,283,285.62

November Prev. Month
27,646,529.20 32,230,767.26

3 To!
Time funds at Interest:
Not exceeding three months
Sundry bills and investments:
1. Maturing within three months:
33,762,012.86

34,995,861.10
43,426,194 .49

64,711,833.61

34,844,372.69
31,795,518.78

22,214,504.32
34,358,063.46

-222,790,531.84 222,920,153.96

6,174,246.98  6,201,118.78
5,335,618.95 5,412,117.12

- 11,509,865.93 11,613,235.90
-649,187,795.51 668,362,145.96
--125,000,000.00 125,000,000.00
3,324,345.55
5,844,908.94
11,689,817.85 11,689,817.85
---- 20,859,072.34 20,859,072.34
--154,905,000.00 154,811,250.00
77,452,500.00 77,405,625.00

-~ 2,030,500.00 2,030,500.00
61,930,084.72 61,930,084.72

206,318,084.72 206,177,459.72

(b) Sundry Investments

2. Between three and six months:
(a) Treasury bills......_
(b) Sundry investments.

3. Over six months:
2a) Treasury bills. ...
(b) Sundry investments.

27,550,246.35
53,064,291.58

30,603,960.66
34,383,825.90

Other assets:
1. Guaranty of central banks on bills sold
2, Sundry items...... -

Iiabilittes—

Capital paid up

Reserves:
1. Legal reserve fund..
2. Dividend reserve fund
3. General reserve fund.

3,324,345.55
5,844,908.94

Long-term commitments:
1. Annuity trust account deposits
2. German Government deposit
3. French Government deposits (Saar) .
4. ¥rench Government guarantee fund

Total
Short-term and sight deposits (various currencles):
1. Central banks for their own account:
(a) Not exceeding three months
(b) Sight

103,703,523.74 104,467,019.93
22,089,127.83 40,392,998.31

125,792,651.57 144,860,018.24

2,960,232.99  2,066,451.95
9,968,803.38 10,420,017.09

12,838,036.37 13,386,469.04

208,932.00 500,495.00
462,144.11  2,227,253.09

Total 761,076.11  2,727,748.09
Sight deposits (gold) 21,687,241.35 20,496,432.88

Miscellaneous:
1. Guaranty on commercial bills sold 6,220,801.66  6,243,679.00
39,710,741.39 38,611,266.65

2. Sundry items
44,854,945.65

649,187,705.51 668,362,145.96

2. Central banks for account of others:
(a) Not exceeding three months
(b) Bight

3. Other depositors:
(a) Not exceeding three months
(b) Sight

45,931,633.05

British-French Plan Viewed as Endangering Peace in
Italo-Ethiopian War—Smaller Powers in League
Oppose Ceding Ethipoian Territory to Italy—
League Council to Discuss Plan Next Week—Oil
Embargo Delayed

Possible disruption of the League of Nations was predicted
by some observers this week, as the result of the new pro-
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posal for settlement of the Italo-Ethiopian war which was
presented to the belligerents jointly by Great Britain and
France. Details of the peace plan as made public yesterday
(Dec. 13) at Rome would give Italy sovereignty or control
over approximately two-thirds of Ethiopia. The smaller na-
tions who are members of the League, and who have been sup-
porting sanctions against Italy, are said to regard the pro-
posal as a betrayal of League principles. A meeting of the
Steering Committee of Eighteen, which had been called for
Dec. 12 to consider the imposition of an oil embargo against
Italy, adjourned after a preliminary discussion of the peace
plan, and representatives of the smaller powers on the Com-
mittee succeeded in foreing agreement for a full debate on the
peace proposals when the League Council convenes on Dec. 17.
Meanwhile it was reported that if Italy should accept the
plan, and Ethiopia should reject it, it might become necessary
for the League to remove the trade ban against Italy and
instead impose sanctions against Ethiopia. Such action, it
was said, would conflict with the policies of most League
members, aside from Great Britain and France.

The proposed peace plan was mentioned in the “Chronicle”
of Dec. 7, page 3612. The Ethiopian Legation in Paris on
Dec. 11 announced that no peace terms could be considered
which infringed on Ethiopia’s territorial or political integrity.
A Paris dispatch of Dec. 11 to the New York “Herald Tribune”
described this statement as follows:,

Belaten Geta Wolde Mariam Ayelin, the Ethiopian Minister, issued a
communique stating:

“Fthiopia has been the victim of unjustified aggression, which was
solemnly condemned, unanimously, by the Council and Assembly of the
League of Nations.

“Under these circumstances the Ethiopian government is firmly resolved

" to reject any proposition which, directly or indirectly, gives Italian aggres-

sion a premium, ignores the basic principles asserted by the Council and
the League committees, especially the principle of the territorial and
political integrity of Ethiopia, and which would tend to bring on a weak
State pressure to make it submit to the domination of a powerful govern-
ment which has never ceased to maintain that it would insure its triumph
by force, with, without or against the League.”

A Paris dispatch of Dec. 8 to the New York “Times"” dis-
cussed the new peace proposals as follows:

To-morrow’s French press will publish various accounts of the proposed
basis of settlement, all of them agreeing on their main lines. The “Petit
Parisien” describes it as a formula for an “exchange of territory” between
Italy and Ethiopia.

The Plan for Italy

In this “exchange” Italy would receive in the north all the Tigre terri-
tory at present occupied, except Aksum, and also Danakil. In the south
the Italian frontier would run along the 8th parallel to the 39th' meridian,
which means Italy would receive Ogaden, Bale and and Boran Provinces.

Ethiopia would get in exchange the port of Assab with the corridor along
the existing road. There is no longer any question, says the “Petit Parisien,”
of condominium as during last August, nor of tutelage of the League of
Nations over the Ethiopian government, as was suggested by the Committee
of Five last September.

Recent military operations in Ethiopia were featured by
an Italian air raid on the town of Dessye on Dec. 6, when
nine planes dropped hundreds of bombs which killed 32 per-
sons and wounded more than 200. The main object of attack
was the field headquarters of Emperor Haile Selassie, but
the Emperor was not injured, although the building was
struck by several bombs. Other bombs also hit the American
Seventh Day Adventist Hospital and a Red Cross tent.

United Press advices of Dec. 12 from Geneva to the New
York “Sun” summarized League preparations as follows:

Opposition of Turkey and Poland obliged France and Britain to abandon
their plan to submit the peace proposal to the Council’s Committee of Five,
where with the support of Spain, they would have a majority. The Com-
mittee of Five is composed of France, Britain, Turkey, Spain and Poland.

Under those circumstances, the Committee of Five could continue nego-
tiations with Premier Mussolini and the Emperor of Ethiopia as it wished.

Poland Wants Oil Ban Delayed

Consequently, it becomes necessary to submit the plan directly to the
Council, where Turkey, Rumania and other small powers, possibly with
Russia’s support, may continue to battle against it.

Tytus Komarnicki of Poland proposed that action on the oil embargo
be delayed pending debate by the Cauncil.

Premier Laval of France and Capt. Anthony Eden of Great Britain, re-
affirming their loyalty to the League, agreed that the Council should examine
the Franco-British proposals as soon as possible after it meets.

“Any final settlement must be acceptable to the League as well as to
the two parties,” Capt. Eden said.

He suggested that the Council should be called as soon as possible to
examine the situation and said that Britain would accept the Council’s
decision.

M. Laval made a statement similar to Capt. Eden’s. He stressed that
France and Britain have acted throughout within the framework of the
League. .

The Committee then adjourned until Saturday, when it will discuss the
report of the experts who have been examining means of applying sanctions,
thus delaying action on the oil embargo.

Would Keep Sanctions in Effect

In his proposal for delay on the embargo, Mr. Komarnicki said the Franco-
British plan created an entirely new situation, but emphasized that only
the Council has power to deal with it.

“I think we should abstain from any measure of a political character
until the moment that the Council is able to pronounce on the merits of
the new propositions,” he said.

“Adoption by this Committee of any new measure would prejudice the
work which the Council must undertake shortly in accordance with its
powers.”

Mr. Komarnicki also contended that the present economic and financial
ganctions which actually have been applied against Italy should remain in
effect. He insisted that the Franco-British plan should not affect “the
execution of resolutions already taken.”
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“The proposals are neither definitive nor sacrosanct,” Capt. Eden said
after the Committee meeting. “Trey are suggestions which it is hoped
will make possible the beginning of negotiations.”

M. Laval promised that the Franco-British plan would be distributed
at once among members of the Council for their perusal.

—_—

Oil Exports from United States to Italy Increased in
October—Department of Commerce Says Credit
Embargo is Practically Useless—Standard Oil Co.
of N. J. States It Has Taken Little War Business
—Ban on Shipments of Oil and Copper to Belliger-
ents Is Urged

The Department of Commerce, in a statement issued on
Dec. 6, expressed the opinion that an embargo on credits to
Italy is of limited practical effect, since ‘‘credit purchases
from most countries had already been largely eliminated.”’
At the same time the Department reported that crude oil
exports to Italy had increased from 62,000 barrels in Septem-
ber to 417,000 barrels in October. September was the last
full month before President Roosevelt issued his arms em-
bargo resolution and announced that sales to Italy and
Ethiopia would be at the shippers’ risk. A recent reference
to neutrality moves on the part of the United States Govern-
ment was contained in the “Chronicle’” of Dec. 7, pages
3612-13.

A Washington dispateh of Dee. 6 to the New York ‘‘Herald
Tribune’” quoted from the Department of Commerce state-
ment as follows:

Complete figures on the value of goods exported to Italy during October
‘were made public by the Department of Commerce as $6,529,365, compared
with $4,795,887 in September, or a 35% increase. However, a comparison
with figures for October-September 1934 showed that the gain was seasonal.

A year ago, October exports to Italy were valued at $6,225,917, while
September shipments were $4,741,659. These figures show that exports in
October and September 1935 were only slightly above the same months a
year ago.

“In October,' the Department of Commerce said in reference to trade
with Italy, “a tightening of internal credits is reported from nrost sections
of Italy, although in the important Milan district the collection situation
continues to be reported as good, reflecting a good rate of circulation of
money and of merchandise turnover as prices advance. International pay-
ments seem to be growing more difficult, and there is, moreover, a slight
tendency, not previously observed, for a few importers to use the exchange
restrictions as an excuse for delays in settlement.

*“An embargo on credits to Italy is of limited practical effect, since credit
purchases from most foreign countries had already been largely eliminated.
Supply of exchange for payment of foreign goods is on a preferantial basis,
Precedence being given to importations of materials necessary for conduct
of war."’

The current issue of the “Lamp,” a magazine published
by the Standard Oil Co. of New Jersey, says in an editorial
that company is anxious, “both for humane and business
reasons, that peace between Italy and Ethiopia be restored
at the earliest possible date.”” The editorial continues, in
part:

Our company is firmly of the opinion that nothing should be done by
any citizen to embarrass the efforts of the United States government to
avoid entanglement in the European political situation. As between patri-
otic obligations and business opportunities, there can be no choice: despite
our duty to stockholders and employees, our first loyalty is to the nation.

In some quarters our company has been criticized, usually through a lack
of knowledge of the facts, for its petroleum sales in Italy since the beginning
of the recent war. A frank explanation of the business done and the reasons
therefor is in order.

‘When the extraordinary demand for oil in the war operations developed,
the Standard Oil Co. (New Jersey) as majority owner of an old established
domestic company in Italy, was in a favored position to get this expanded
business.

As a matter of policy we did not take it. With the single exception of
some crude oil purchased and transported by an affiliated company and re-
sold by it last September to a broker, no Standard Oil Co. (New Jersey)
interest has made shipments of what might be termed war business. The
increased business has been obtained by other companies and brokers
which have not customarily supplied oil to Italy.

Just as definitely as the company declined to take advantage of oppor-
tunities for securing this war time tradse it felt obligated to prevent so far
as possible disturbance of its domestic business in Italy.

Raymond Leslie Buell, President of the Foreign Policy
Association, said in a speech on Dee. 7 that if the United
States is not to become ‘‘a silent partner of Italian aggres-
sion,’”’ the government should impose an embargo on the
export of oil and copper. His speech was reported as follows
n the New York “Times’ of Dec. 8:

“‘If the American government is not to become a silent partner of Italian
aggression, then it should impose an embargo upon the export of oil and
copper, regardless of Mussolini’s threat and regardless of the League.'

Mr. Buell, who recently returned from Europe, declared that if the
League of Nations members were unwilling to take the risks inherent in
the application of sanctions, “‘the only alternative is a return to the balance
of power and armaments race, which can lead sooner or later only to a new

war."
—_—

Canadian Grain Board Reorganized—James R. Murray
Appointed Chairman

Reorganization of the Canadian Grain Board to be com-
posed of James R. Murray, Chairman; George MecIvor and
A. M. Shaw, was announced at Ottawa on Dec. 3 by William
D. Euler, Canadian Minister of Trade and Finance. The
new Board succeeds that appointed last August by R. B.
Bennett, then Premier of Canada, made up of John I.
MeFarland, Chairman; David L. Smith, Vice-Chairman,
and H. C. Grant. The appointment of the earlier Board
was referred to in our issue of Aug. 17, page 1013.

The Chairman of the new Board is Vice-President and
General Manager of the Alberta Pacific Grain Co.; Mr.
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Melvor was Sales Manager of the former Board, and Mr.
Shaw is Dean of the Agricultural College of the University
of Saskatchewan. In noting the appointment of the new
Board, the Ottawa correspondent of the Toronto ‘“Globe,”
under date of Dec. 3 said:

| The Advisory Board of seven members, which was authorized by the

Bennett government, has been discarded.

Appointment of the new Board, forecast some days ago, will be accom-
panied by a radical change in the wheat marketing policy of Canada.
‘Whereas the former Administration deemed it to be in the interests of the
country to maintain world prices of wheat by stabilization operations on
the Winnipeg Grain Exchange, the new Board is to abandon the Atlas-
like attitude of Mr. McFarland and to make efforts to reduce the enormous
Canadian surplus of wheat by offering it for sale in the world's markets at
competitive prices and not at exorbitant premiums over Argentine,
Australian and other wheats.

This does not necessarily mean that Canada is going to slaughter prices
and risk heavy loss in connection with the Dominion's commitment of
$200,000,000 on account of wheat. It is hoped that within a reasonable
time the government will be able to get out of the marketing business.

Coincident with announcement of reorganization of the Board, the
Minister issued a statement expressing the intention of .the Dominion
government to have Canada’s wheat surplus restored to a normal basis.

The statement was as follows:

‘“The concentration of surplus stocks of wheat in Canada during the past
few years has created an abnormal situation in the world wheat trade.

“‘Last June this situation was recognized by Parliament as not being in
the interests of Canada or her wheat producers, and the Dominion govern=
ment desires to have our surplus restored to a normal basis. To accom-
plish this the Wheat Board will seek the good-will and co-operation of the
grain and milling trades in all importing countries. ]

“It is not necessary to have, and there will not be, any ‘fire sale' of
Canadian wheat, but it will be for sale at competitive values and will
not be held at exorbitant premiums over other wheats."

—_—

Bulgaria Remits 156% of Jan. 1 Interest on 7% Settle-
ment Loan 1826—Rulings on Bonds by New York
Stock Exchange

Speyer & Co. and J. Henry Schroder Banking Corp., as
American fiscal agents for the Kingdom of Bulgaria 7%
settlement loan 1926, announced Dee. 10 that the Bulgarian
government has transferred sufficient funds in dollars to
provide for payment of 15% of the interest due Jan. 1 1936.
Payment will be made on or after that date at the rate of
$5.25 per $35 coupon, and $2.62 per $17.50 coupon, upon
presentation of such coupons, with an appropriate letter of
transmittal, at the office of either of the fiscal agents for
the stamping of such payment thereon. Such coupons
will be returned to the bondholders, to be reattached to
their bonds, in order that their claim for the balance may
be preserved, it is stated.

Through its Secretary, Ashbel Green, the New York Stock
Exchange on Dec. 12 issued the following rulings on the bonds:

NEW YORK STOCK EXCHANGE
Committee on Securities
Dec. 12 1935.

Notice having been received that payment of $5.25 per $1,000 bond wil
be made on account of the interest due Jan. 1 1936, on presentation for
stamping of coupons from Kingdom of Bulgaria 7% settlement loan 1926
dollar bonds, due 1967:

The Committe on Securities rules that the bonds be quoted ex-interest
$5.25 per $1,000 bond on Jan. 2 1936; .

That the bonds shall continue to be dealt in *‘Flat'’ and to be a delivery in
settlement of transactions made beginning Jan. 2 1936, must carry the July
1 1935 (85.25 paid), Jan. 1 1936 ($5.25 paid) and subsequent coupons.

ASHBEL GREEN, Secretary.
—_—————

All Nations Excepting Finland Default on Payment
of Dec. 16 War Debt Instalments Due United
States—Great Britain Repeats Desire to Resume
Discussions

The instalments due the United States from foreign govern-
ments to-morrow (Dec. 15) will be met only by Finland,
which nation has not defaulted on any of its payments.

The Finnish instalment amounts to $230,453. The inten-
tion of Finland to make this payment was noted in our issue
of Nov. 23, page 3302.

Great Britain notified the United States on Dec. 11 that
she would default on the present instalment due and also
those in arrears. In noting this, Associated Press advices
from Washington, Dec. 11, to the New York ‘“Herald
Tribune’” of Dee. 12, continued:

A firm but polite note transmitted to Cordell Hull, Secretary of State, by
Sir Ronald Lindsay, the British Ambassador, said that his government
saw no prospect of being able soon to advance a proposed basis for the
resumption of payments.

Britain is the first of 12 nations whose semi-annual instalments are due
Sunday to inform the State Department of a refusal to meet those obliga-
tions. Similar notes are expacted soon from 11 others, which, like Britain
have been long in default.

The British note was in reply to the regular reminder dispatched by
the State Department to all the debtor nations.

In that note the United States reiterated that it was “fully disposed to
discuss any proposals which your government may desire to put forward
in regard to the payment of this indebtedness."

British Envoy's Note

Sir Ronald Lindsay wrote:

I have been instructed by his Majesty's principal Secretary of State for
Foreign Affairs to inform you in reply that his Majesty's government note
with appreciation the continued readiness of the United States government
to discuss any proposals which his Majesty's government may_ desire to put
forward on the matter.

It does not appear to my government, however, that circumstances have
s0 changed since their note of June 4 1934, as to enable proposals to be put
forward at the present time which would be acceptable to both govern-
ments. They wish to repeat, however, that they will be glad to resume
discussions whenever the situation warrants the hope that a satisfactory
result might be reached.
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As to the payments due Dec. 15 a Washington account
of Dec. 11, appearing in the New York “Times’’ of Deec. 12,
had the following to say:

Great Britain owes on Dec. 15 a payment of $117,670,765.05, of which
$32,000,000 is on account of principal and the rest interest, and an in-
stalment of the annuity due under the Hoover moratorium. Her arrears
total $465,132,541.78, so that the grand total due from her on Dec. 15 is
$582,803,306.83.

From the 12 countries the new amounts due total $155,051,301.24
and the total, including arrears, $965,414,177.54. Finland's payment this
month will be $230,453.

The governments having payments due on Dec. 15, in addition to Great
Britain and Finland, are Belgium, Czechoslovakia, Estonia, France,
Hungary, Italy, Latvia, Lithuania, Poland and Rumania. Only Great
Britain and Finland have been heard from.

The State Department at Washington announced on Deec.
7 that it had been notified by Finland, through Eero Jarnefeit,
Minister, that it would pay its instalment. United Press
advices from Paris, Dec. 12, said that the French Foreign
Office had that day drafted a noted to the United States
announcing the French government’s default. The advices
continued:

The note will be delivered to the State Department in Washington
Saturday or Monday (Dec. 14 or 16), and resembles that of last June. It
thanks the United States again for offering to negotiate, but states that
France is unable to do so.

Dcf:ullt on the instalments due the United States on
June 15 by the various foreign governments (excepting
Finland) was referred to in the ‘“Chronicle’”’ of June 22,
page 4143.

—_—

Japan Seeks Naval Parity as London Conference
Opens—Rejects President Roosevelt’s Suggestion
for a 209, Cut in All Fleets, with Retention of
6-5-36 Ratio—Japanese Plan Opposed by Other
Delegates—Norman Davis Outlines United States
Position

The five-power naval limitation conference opened in
London on Dec. 9, attended by delegates from Great Britain,
the United States, Japan, France and Italy, as well as repre-
sentatives of most of the British Dominions. The prineipal
development of the conference this week was the Japanese

yroposal for a navy as large as that of any other power. On

ec. 9 the Japanese rejected President Roosevelt's suggestion
for a 20% reduction of existing naval strength of all countries,
retaining the present 5-5-3 ratio for Great Britain, the
United States and Japan. This proposal had been made by
Norman Dayvis, head of the American delegation to the
conference.

On Dec. 12 the Japanese thesis of a “common upper limit’’
(to quote the London correspondent of the New York
“Times') was torn to tatters in the 5-power naval conference.
In part the London advices Dee. 12 to the “Times” continued:

Nothing is left of it but a vague outline, and already there is a tendency,
to which even the Japanese are adapting themselves, to seek some other
solution.

The direction in which they would like to see this search turn, if con-
versations apart from the main discussions are any criterion, is toward a
ship ratio of 5-4-4, which they suggested in preliminary three-cornered
talks last Winter without any progress. . . .

The prospect is that the 5-4-4 ratio suggestion will not get any further
than has the thesis of naval parity for Japan when advanced under other
guises.

The conference session to-day was wholly devoted to demolition of the
“‘common upper limit'' and the job was done thoroughly. As soon as the
delegates assembled in committee, Viscount Monsell, the acting Chairman,
began the bombardment with a statement on how it would affect the
British position. Great Britain, Lord Monsell pointed out, had responsibili-
ties the world over which the British Fleet even now had proved inadequate
to meet.

Britain could not think of reducing as the Japanese suggested, he asserted.
Therefore, the ‘‘common upper limit,” in accordance with the Japanese
plan, would involve no reduction to less than Japan’s present strength but
an increase to a strength above that of any existing navy. The result,
moreover, would entail a tremendous building up by Japan; in fact, such
huge building up by everybody that it was out of the question.

Norman H. Davis next stated the American objections, making thrse
points. First, that adoption of the Japanese idea would result in an increase
not a decrease, in armaments, and that therefore it was not acceptable to t,h(;
United States; second, that the Japanese plan took no account of real naval
needs, and third, that it would upset the Washington treaty’s theory of
naval equilibrium,

Delegates from Australia, Canada and South Africa, who followed, were
equally firm in their objections, framed on similar lines to those of the
Americans and British, . . .

The Italian spokesman, who talked next, was categorical in his refusal
to accept the Japanese thesis as far as his country was concerned. His
objections coincided with those of Mr. Davis.

The French objection was based on different grounds. The delegate
pointed out that the Japanese seemed to have adopted an attitude that
the questions affecting the three great Pacific powers should be settled first
and the European aspects dealt with afterward, as at the Washington
conference. . . .

When the Japanese thesis is finally disposed of it is expected that the
British will produce their suggested compromise plan, but that is not likely
to happen this week.

Japan'’s present naval strength is 886,000 tons; that of the United States,
1,100,000; Britain, 1,185,000, France, 740,000, and Italy, 508,000. The
Japanese fleet, however, is composed mostly of modern vessels.

A London dispateh of Dec. 9 to the New York “Herald
Tribune” reported the speech of Mr. Davis on that date
as follows:

A 20% tonnage reduction in the world's leading navies to promote inter-
national peace was proposed by President Roosevelt through Norman H,
Davis, American Ambassador-at-Large, at the opening session here of tha
five-power naval conference. The session was held in the Locarno Room
of the British Foreign Office.
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If a tonnage reduction of one-fifth was impossible, then a lesser reduction
of 15, 10 or even 5% should be sought, Mr. Roosevelt said. This was
stated in a letter of instructions from him to Mr. Davis, who read the mes-
sage to a hushed audience which included statesmen and admirals repre-
senting, besides the United States, Great Britain, Japan, France and Italy.

Davis Has Instructions

If all reduction proposals failed, then, according to President Roosevelt's
instructions to Mr. Davis, the existing Washington and London naval
treaties should be renewed, with their limitations upon total tonnages and
upon sizes of battleships and cruisers.

““Abandonment of these treaties,’” the President’s letter said, ‘“‘would
throw the principle of relative security wholly out of balance. It would
result in competitive naval building, the consequences of which no one can
foretell.""

The Japanese delegation's reaction to the reduction proposal was that it
would ‘‘mean prolongation of the ratio system,”” and consequently was
“inacceptable to us.” In making this announcement to the press the
Japanese revealed, however, that they were not maintaining their earlier
stand that nothing must be discussed at the conference until the 553
ratios were abolished.

Stanley Baldwin, Britain's Prime Minister, who presided at the con-
ference’s opening session, advocated prolonging the principles of the Wash-
ington and London treaties. He also argued that submarines should be
abolished.

A description of the Japanese proposals is given below, as
contained in part in a London dispateh of Dec. 11 to the
New York “Times:”

For two hours this afternoon the five-power naval conference, sitting in
committee, listened to an exposition by the Japanese of their naval position
in response to questions put to them yesterday. The session was private,
but as far as can be learned to-night the amount of precise information
gleaned was not large.

The four questions to which the Japanese were asked to reply are under-
stood to have been these;

1. Does the ‘‘common upper limit'’ imply building up by other naval
powers or reduction by the stronger powers to meet it?

2. If Japan considers the Anglo-American level necessary to her, what
is her building program ?

3. What has happened since the Washington conference to change
Japan's viewpoint that the 5-5-3 ratio was ample for her security

4. Does the upper limit proposed for all powers refer to quantity, quality
or both?

The answer of the Japanese to the first question is understood to have
been that their idea was the nations should reduce their naval forces to
the lowest limit consonant with national safety.

Pressed for details, Admiral Nagano explained that if all powers carried
out the Japanese proposal to abolish capital ships, aircraft carriers and heavy
cruisers, the ‘“‘common upper limit'"" would be well below Japan's present
total strength, which is 800,000 tons.

He admitted, however, that other powers would have to reduce more
heavily than Japan.

I'o the second question no precise answer was given.

As for the third, the Japanese spokesmen intimated that even at Wash-
ington they had not considered the ratio allowed Japan sufficient, and that
world conditions since then had made it even less so.

Their answer to the fourth question was substantially that the ‘““common
upper limit’* would be quantitative, each power framing its building thetein
against its requirements.

P ————
Chinese Fiscal Reforms Described by Wei Ting-Sheng—
Outlines Methods of Simplification Devised in Last
Nine Years

A detailed summary of Chinese fiscal reforms in the past
nine years was given in an address on Oct. 17 before the
Nanking Rotary Club by Wei Ting-Sheng, member of the
Legislative Yuan of the National government. Mr. Wei,
who himself initiated many of the ficancial changes, said
that there is still much to be done in behalf of sound finances
in China, and that much must be borrowed from the systems
in other countries in order to place the Treasury on an
efficient basis. ~

Mr. Wei pointed out that recent reconstruction work may
(1) delimitation of the
scope of finance of central, provincial and local governments;
(2) simplification and rationalization of taxes, and (3) crea-
tion of internal checks in fiscal administration. The last
named, he said, has three aspects, viz.:

(a) Machinery for positive control over fiscal operations.

(b) Machinery for negative control over fiscal operations.

(c) Machinery for centralization in the management of money and
property.

The fiscal system law of 1934, he said, seeks to define the
financial powers of each governmental division. Similarly,
that statute simplifies the system of taxation.

In discussing fiscal administration, Mr. Wei said, in part
(as reported in the “North-China Daily News” of Nov. 1) :

The comptrolling personnel work for the office to which they are attached
is entirely controlled by an independent high office, the Comptroller-Gen-
eral’s Office of the State Council. Because of their relatively independent
status in the offices in which they serve they are not obliged to exaggerate
their budget estimates, tolerate illegitimate disbursements, forge vouchers
or falsify their reports. Their head office, the Comptroller-General’s Office,
consists of one Comptroller-General and six Comptroller-Directors, who in
turn organize into three directorates of statistics, budget and accounting,
each with two Directors and a force of some 100 men, all supposed to be
expert statisticians, budgeteers and accountants, respectively. Through their
control over the statisticians, budgeteers and accountants, they have in their
hands the conditions of efficiency, economy and the general working status
of every public office in the government. The provinces and counties will
gradually also have similar offices which, in turn, will be under the direction
of the Comptroller-General. This office is, therefore, at once a general
supervisory office and a political general staff, because it has the most
complete statistical information of the entire country and can submit plans
of vital political importance.

Machinery for Control
According to our system, the Ministry of Audit in the capital, and the
Bureaux of Audit in the provinces send out men to the different public offices
to examine their books, documents, money and property, the efficiency of
their personnel and *he economy of their undertakings. Each of the audit-
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ing offices consists of three branches, namely: (1) pre-auditing, (2) post-
auditing, (8) inspection. If an act which is questionable is privately per-
mitted by a pre-auditor it may be censured by a post-auditor. If a post-
auditor reaches a compromise with a wrongdoer, it may yet be unearthed by
an inspector. In this way, every office and every important act is
checked over by three independent checking forces. It will be a rare case if
any corrupt practice is not brought into daylight.
Cashiers and Business Managers

We are further planning to centralize and control cash offices, to dispossess
every public office of its money holdings except petty cash, and place them
in the government’s depository banks. Though each office is granted an
appropriation, yet it shall be rendered inaccessible to them until it has to
be paid to the government’s creditors. This is the general practice in all
Anglo-Saxon countries. We here claim no originality. This idea has already
been approved by the political authorities.

——
Brazil Approves Pact for Liguidation of $30,000,000 of
Commercial Indebtedness Due United States

Rio de Janeiro (Brazil) advices of Dec. 8 by Havas, appear-
ing in the New York ‘‘Journal of Commerce” of Dec. 9, had
the following to say:

President Getulio Vargas last night approved the agreement for liquida-
tion of Brazilian commercial indebtedness to the United States amounting
to about $30,000,000.

The Brazilian Government already had considered the agreement as the
text had been completed for consultation with the financial committees of
Parliament. With the Presidential approval the liquidation arrangements
are expected to proceed at an early date.

——————

Personnel of New Standing Committee on Customers’
Men Appointed by New York Stock Exchange—
Rules Governing Solicitors of Business in Securi-
ties Amended

At its meeting Dee. 11 the Governing Committee of the
New York Stock Exchange appointed seven as members
of the new standing Committee on Customers’ Men. This
Committee was created by a constitutional amendment fol-
lowing the recommendation of a Special Committee which
has been making an intensive study of the problems relating
to eustomers’ men. The action providing for the creation
of the Committee was referred to in our issue of Nov. 23,
page 3305. The personnel of the new body follows:

John A. Cissel (Exchange Governor),

Gayer G. Dominick (Governing Mzamber),

Robert Wm. Keelips (Exchange Governor),

‘William Mc C. Martin, Jr. (Exchange Governor),

Egbert Moxham (Partner of Shields & Co.),

Morton F. Stern (Partner of J. S. Bache & Co.),

Henry Rogers Winthrop (Governing Member).

An announcement issued by the Stock Exchange following
the meeting of the Governing Committee Dec. 11 said:

The Governing Committee also adopted a series of amendments to the
Rules of the Governing Committee relating to supervision of customers’
men and other employees of member firms engaged in the soliciatiton of

business in securities. These amendments follow the recommendations -

contained in the report of the special committee. §

The Rules amended were those covering the approval of customers
accounts and supervision of those accounts handled by branch office mana-~
gers, junior or senior customers’ men and service men (Chapter XII, sec.
10); the requirement that members must forward confirmations, statements
or other communications direct to non-member customers (Chapter XII,
Sec. 13 and 14); speculative transactions for branch office managers, cus-
tomers’ men, service men, security salesmen and securities traders (Chap-
ter XII, Sec. 7-c).

The new Rules also provide, in Chapter XVII, for definitions of the
terms ‘‘customers’ man,’” ‘‘service man,” ‘‘securities salesman,’’ and
“‘securities tradex;"

The following are the definitions as contained in the new
rules:

A “customers’ man’’ is an employee engaged primarily in the solicitation
of commission business in securities.

A “service man'' is an employee engaged primarily in servicing accounts
allotted to him by the firm and not engaged in the business of soliciting
commission business in securities.

A “securities salesman’’ is an employee engaged primarily in the sale
of securities for cash or on a dealer basis.

A “securities trader’ is an employee engaged primarily in trading in
securities for the account of the firm by which he is employed.

———

Five Rules on International Arbitrage Adopted by
New York Stock Exchange—Committee Sends
Circulars to Members Governing Methods of Inter-
national Accounts

The Committee on Foreign Business of the New York
Stock Exchange issued to members Dec. 12 a series of five
circulars containing rulings of that Committee with reference
to international arbitrage joint accounts; internavt‘nonul
arbitrage for member's own account; commissions on inter-
national arbitrage joint accounts; payment by members of
wire costs in connection with international arbitrage joint
accounts; transactions against international firm bids and
offers; and registration of international arbitrage non-menber
correspondents. In one of the circulars international arbi-
trage was defined as—

The business of buying or selling securities in one market with the intent
of reversing such transactions in a market in a country different from that
in which the original transaction has taken place, in order to profit from
price differences between such markets, and which business is not casual
but contains the element of continuity.

The Committee on Foreign Business was appointed on
Aug. 28 1935, to supervise the business activities of members
of the Exchange outside of the continental United States.
The personnel of the Committee was given in our issues
of Sept. 14, page 1714, and Aug. 31, page 1394.
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Market Value of Bonds Listed on New York Stock
Exchange—Figures for Dec. 1 1935

The New York Stock Exchange issued the following an-
neuncement on Dec. 9 showing the total market value of
listed bonds on the Exchange as of Dec. 1:

As of Dee. 1 1935 there were 1,467 bond issues aggregating $42,232,388,273
par value listed on the New York Stock Exchange, with a total market value
of $38,464,704,863.

This compares with 1,483 bond issues aggregating $42,298,-
955,051 par value listed on the Exchange Nov. 1 1935 with a
total market value of $38,170,537,291. '

In the following table listed bonds are classified by govern-
mental and industrial groups with the aggregate market
value and average price for each:

Nov. 1 1935

Market
Value

Dec. 1 1935

Aver.
Price

Market
Value

Aver.
Price

$ $ 5
18,959,284,769|104.36(18,916,086,415
4,407,397,458| 82.58| 4,349,812,546
6,725,050| 86.54 6,955,063
87,123,011{106.00, 82,034,540,
93,261,533/102.21 91,768,882
50,692,159| 92.30 49,928,796
27,240,414/100.40 27,053,213
270,061.501(101.86| 270,070,515
147,900,915|102.91 148,025,448
62,156,208| 89,51 61,688,044
16,084,613| 41.56 15,428,197
35,116,627 56.30 33,077,947
106,928,216/ 58.97 106,866,127
317,977,152 366,408,255
67,036,023 66,701,045
18,131,744 f 17,622,326
8,063,795,105 7,886,209,740
456,078,964 : 509,134,698
8,822,024| 59. 8,832,413
1,851,171,668 1,810,787,848
198,296,855
1,111,660,615!
431,239,305
21,089,120
18,717,498
13,756,030
927,804
46,507,695
226,560,364

United States Government
Foreign Government
Autos and accessories.-
Finanecial

Amusement

Land and realty
Machinery and metals. .
Mining (excluding iron) .
Petroleumn .. ... ____

Gas and electric (operating)..

Gas and electric (holding)
Communlecations (cable, tel. & radio)-
Miscellaneous utilities

20,325,645
15,066,380
4,918,128
46,181,857
229,652,831 .
1,276,562,995| 66.90 19,398,569
6,132,500(111.50| 1,277,288,957

38,464,704,863| 91.08138,170,537,291

Tobaceo

U. 8. companies operating abroad. ...
Foreign companies (inel. Can. & Cuba)
Miscellaneous Businesses

All listed bonds
The following table, compiled by us, gives a two-year

parison of the total market value and the total average price
of bonds listed on the Exchange:

Market
Value

Market

Average
Value Price

Average
Price

$ 3
39,405,708,220 | 89.39

39,665,455,602

40,659,643,442
41,064,263,510
41,111,937,232
40,360,681,526
40,147,199,897
39,617,835,876
39,864,332,759
30,457,462,834
39,061,593,670
38,374,693,665
38,170,537,291
38,464,704,863

$ $
33,651,082,433 | 82.33

34,179,882,418

34,861,038,409
36,263,747,352
36,843,301,965
37,198,258,126
37,780,651,738
38,239,206,987
39,547,117,863
39,473,326,184
39,453,963,492
38,751,279,426

Short Interest on New York Stock Exchange Nov. 29
Reported at 1,032,788 Shares—Highest Total for
Year

The total short interest existing as of the opening of busi-
ness on Nov, 29, as compiled from information secured by
the New York Stock Exchange from its members, was

1,_032,788 shares, the Exchange announced Dec. 7. This is the

highest figure this year and compares with 930,219 shares

as of Oct. 31.

The following tabulation shows the short interest existine
at the close of each month since the beginning of this vear:

Jan. 31._ -764,854 May 31 Aug.

Feb. 28_ 741,513  June 28.. Sept. .8?:?'3;3

Mar. 29_ 760,678  July 31.. Oct. --2930,219

Apr. 30 2-772,230 Nov. 1,032,788
—es

--.870,813

SEC Requires Sales Prospectuses to Say Securities Have
N?t ! Been ‘“Approved or Disapproved” by Com-
mission

The Securities and Exchange Commission announced
Dec. 10 that it has amended the form of statement, required
to be carried on the facing sheet of Securities Act pros-
pectuses, which explains that the Commission does not pass
on the merits of securities. The amendment consists of
inserting the words “‘or disapproved.” The required state-
ment for prospectuses other than newspaper prospectuses
reads, after the amendment, as follows:

These securities have not been approved or disapproved by the Securities
and Exchange Commission.

(insert name of issuer) has registered the
securities by filing certain information with the Commission. The Com-
mission has not passed on the merits of any securities registered with it.

It is a criminal offense to represent that the Commission has approved
these securities or has made any finding that the statements in this pro-
spectus or in the registration statement are correct.

The announcement of the Commission said:

The Commission wishes to take this occasion to emphasize again that
registration of a security does not imply quality or merit. The Commission
is an office for the registry of information on securities. It does not pass on
the merits of securities.
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Filing of Registration Statements Under Securities Act

The filing of 11 additional registration statements under
the Securities Act of 1933 was announced on Dec. 10 by the
Securities and Ixchange Commission (in Release No. 595).
The Commission said that the total involved is $13,185,380,
of which $10,668.380 represents new issues. The securities
involved are grouped as follows: o
No. of Issues Type Total

5 Commercial and industrial oo $2,815,000.00
3 Investment trusts 7,853,380.00
2 Securities in reorganization — 1,678,000.00
i Certificates of deposit . 839,000.00

The following are the securities (Nos. 1789-1799, inclusive)
for which registration is pending, as announced by the SEC
Dec. 10:

Commonwealth Investment Co. (2-1789, Form A-1), of San Francisco,
Calif., seeking to issue 500,000 shares of $1 par value common capital stock.
The price at which the shares are to be offered is based on the net asset
value per share plus 7%, at the time the offering is made. As of Nov. 16
1935 the offering price would have been $4.79 per share, or $2,395,000 for
the 500,000 shares. North American Securities Co., of San Francisco, is
the principal underwriter, and S. Waldo Coleman, of San Francisco, is
President of the company. Filed Nov. 29 1935.

Alaska Hurrah Gold Mines (2-1790, Form A-1), of Seattle, Wash., seeking
to issue 900,000 shares of lc. par value common stock, to be offered at 50c.
a share. Tom T. Lane, of Seattle, is President of the corporation. Filed
Dee. 2 1935.

Aeme Rayon Corp. (2-1791, Form A-2), of Cleveland, Ohio, secking to
issue 15,000 shares of $99 par value $6 cumulative preferred stock and
80,000 shares of no par value common stock. Of the stock being registered,
10,317 shares of common are to be reserved for exchange with present stock-
holders, 1,000 preferred and 1,000 common are to be reserved for the acqui-
sition of real estate and 1,500 shares of common are to be reserved for the
fulfillment of an employment contract with Fred Niederhauser. The remain-
ing 14,000 shares of preferred and 17,183 shares of common are to be offered
in units consisting of one share of each at $100 a unit. C. P. Green, of
Cleveland, is President of the corporation. Filed Dec. 2 1935.

Wellington Fund, Ine. (2-1792, Form A-1), of Camden, N. J., seckirfy to
issue $5,000,000 of common stock, or approximately 282,555 shares, based
on the market value as of Oct. 81 1935, The stock is to be offered to the
public at the daily market value plus commissions equal to 8% of the
offering price. W. L. Morgan, of Philadelphia, is President of the corpo-
ration. Filed Dec. 2 1935.

Sterling Gold Mining Corp. (2-1793, Form A-1), of Houston, Tex., seeking
to register 550,000 shares of $1 par value common capital stock. J. A.
Hamilton, of Cordes, Ariz., is President of the corporation. Filed
Nov. 30 1935.

Sterling Gold Mining Corp. (2-1794, Form A-1), of Houston, Tex., seeking
to issue 50,000 shares of $1 par value common capital stock, to be offered
at par. J. A. Hamilton, of Cordes, Ariz., is President of the corporation.
Filed Nov. 30 1935.

National Pressure Cooker Co, (2-1795, Form A-2), of Eau Claire, Wis.,
seeking to register 40,000 shares of $2 par value common capital stock.
E. R. Hamilton and Jason & Co., stockholders, are each selling 20,000
shares of their individual holdings to Barney Johnson & Co., the under-
writer, who will offer the stock to the public at $12.50 a share. E. R.
Hamilton, of Eau Claire, is President of the company. Filed Dec. 4 1935.

Bondholders Protective Commattee for the Protection of the Holders of
Monogram Realty Co. First Mortgage 69 Serial Real Estate Gold Bonds
(2-1796, Form D-1), of St. Louis, Mo., seeking to register certificates of
deposit for first mortgage 6% serial real estate gold bonds, dated March 25
1925, and due serially on and prior to May 1 1935, of the Monogram Realty
Co., in the principal amount of $839,000, which certificates have already
been issued. Filed Dee. 3 1935.

I. F. Steinmeyer (2-1797, Form E-1), of St. Louis, Mo., seeking to issue
$839,000 of first mortgage 5% income bonds, to be exchanged for certificates
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of deposit representing $839,000 principal amount of first mortgage 6%
serial real estate gold bonds of Monogram Realty Co. Filed Dec. 3 1935.

Central States Life Insurance Co. (2-1798, Form E-1), of St. Louis, Mo.,
registering as guarantor of taxes on property and certain minimum interest
payments on $839,000 principal amotmt of first mortgage 5% income bonds
to be issued by I. F. Steinmeyer in exchange for certificates of deposit repre-
senting $839,000 principal amount of first mortzage 69 serial real estate
gold bonds of Monogram Realty Co. Filed Dec. 3 1935,

Deposited Bonds and Shares Corp. (2-1799, Form C-1), of Los Angeles
Calif., seeking to issue 1.000 insurance shares participations, series A. bNe];
Gross, of Los Angeles, is President of the corporation. Filed Dec. 4 1935,

In making available the above list the SEC said :

In no case does the act of filing with the Commission give to any security
its approval or indicate that the Commission has passed on the merits of the
issue or that the registration statement itself is correct.

The last previous list of registration statements appes
in the “Chronicle” of Deec. T, page 3616. Ll
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New York Stock Exchange to Drop 101 Securities f
List—Issues Already Suspended with Faglflr:otn;

Apply for Registration with SEC to B
(T o Be Dropped

The Governing Committee of the New York Stock Ex-
change at its meeting Dee. 11 approved the recommendations
of the Committee on Stoek List that some 101 securities
all of which already have been suspended from dealings on
the Exchange, be stricken from the list on Deec. 31 1935
The complete list of the securities and the recommendations
of the Committee on Stock List as approved follow:

Dec. 2 1
To the Governing Commillee, 935

New York Stock Ezchange.

Gentlemen—The Committee on Stock List recommends that the securities
listed below, all of which have already been suspended from dealings on
the New York Stock Exchange, be stricken from the list on Dec. 31 1935.

The Committee on Stock List wishes to point out that many of these
securities have either matured, have been redeemed, or have gone out of
existence, and that in many cases other securities of the same company
remain listed on the New York Stock Exchange and are unaffected by this
action.

Chronicle Sio

The Securities and Exchange Commission has advised that no applica-
tion need be made by the Exchange to the Commission to strike from the
list of this Exchange securities as to which no registration is effective.
None of tha following securities are now registered on this Exchange under

the Securities Exchange Act of 1934.

The securities included in this recommendation may be divided into four

groups:

1. Securities suspended prior to Oct. 11 1934, when exemption from the
necessity of temporary registration expired.

2. Securiti
temporary re

suspended on Oct. 11
ration,

3. Securities suspended between Oct. 11 1934 and July 16

1934 because of failure to apply for

1935 for rea=

sons other than failure to apply for permanent registration. X s
4. Securities suspended for failure to apply for permanent registration.

Group I
Russian Imperial Government 4% rentes
Cres Carpet Co. capital stock
Karstadt (Rudolph), Inc., Amer. shares
Brunswick Terminal & Ry. Securities
Co. capital stock. [
Group I1 I
American Agricultural Chemical Co.
(Conn.) $6 cum. pref. stock, no par
American Cyanamid Co. 15-yr. sinking
fund 5% gold debs. due Oct. 1 1942 |
Art Metal Construction Co. capital stock |
$10 par value |
Bank & New York & Trust Co. capital
stock $100 par value
Butte & Superior Mining Co. common
stock $10 par value
Canada Steamship Lines, Ltd., 1st & gen.
M. 6% gold bonds, A, due Oct. 1 1941
Chicago St. P. Minn, & Omaha Ry. Co.—
Common stock, $100 par value
7% non-cum. pref. stock, $100 par
Dold (Jacob) Packing Co. 1st M. 20-year
6% s. 1. gold bonds, due Nov. 1 1942
Duke Price Power Co., Ltd., 1st M. 6%
s. 1. gold bonds, ser. A, due May 1 1966
Fifth Avenue Bank of New York capital
stock, $100 par value
Fifth Avenue Bus Securities Corp.
common stock, no par value
First Nat. Bank capital stock, $100 par
Havana Elec Ry. Co., con, stk. pur. warr. '
International Paper Co., 7% cum. pref.,
$100 par
Keystone Telephone Co. 1st mtge. 5%
30-year bonds, due July 1 1935
Mackay Cos. 4% cum. pf. stk., $100 par
Manhattan Ry. Co. etf. of dep. for 2d
mtge. 4% gold bonds due June 1 2013
Mortgage Bond Co. of New York 4%
10-60 yr. mtge. ser 2 bds. due Oct. 166
North American Cement Corp. 614 % ser.
A s. {. gold debs. due Sept. 1 1940
Pocahontas Consol. Collieries Co., Inc.,
1st M. 5% s. . bonds due July 1 1957
Prairie Oil & Gas Co. com. stk., $25 par
Prairie Pipe Line Co. com. stk. $25 par
Rossi Ins. Co. of Amer. cap. stk. $5 par
U. 8. Trust Co., cap. stock, $100 par
Victor Fuel Co. 1st mtge. 5% s. f. bonds
due July 1 1953
Warner Co. 1st mtge. 6% sinking fund
bonds due April 1 1044
Western Md. Ry. Co. 7% 1st pf. $100 par
Group I
American-La France & Foamite Corp.
common stock, no par value
Aviation Corp. (The) $5 par stock
Broadway & Seventh Ave. RR. Co. 1st
cons. mtge, 5% bonds due Dec. 1 1943
Burns Bros. v. t. ¢. for com. A & B stocks
City Stores Co.—
Class A stock
Vot. tr. ctfs. for class A common stock
Voting trust certificates for common
Cuban Cane Products Co., Inc., 20-year
6% gold debentures due Jan. 1 1950
Gen. Refractories Co. v. t. ¢. for cap. stk.
Howe Sound Co. v. t. ¢. for capital stock
Laclede Gas Light Co. ref. & ext. mtge.
5% bonds due April 1 1934
Marlin Rockwell Corp. (N. Y.) common
stock, no par vaue
Murray Body Corp. 1st mtge. 614 % s. 1.
gold bonds due Dec. 1 1934
Portland General Electric Co. 5% Ist
mtge. bonds due July 1 1935 (plain)
U. 8. Express Co, capital stock, $100 par
Group IV
Havana Electric Ry. Co.—
Common stock, no par value
69 cum. preferred stock, $100 par
Mallinson (H, R.) & Co., Ine.—
Common stock, no par value
7% cum. pref. stock, $100 par value
Mexiean Petroleum Co., Ltd., common
stock, $100 par value
Mobile & Birmingham RR. Co., 4%

|
|

non-cum. preferred stock, $100 par

Group 1V (Continued)
Moto Meter Gauge & Equipment Corp.
common stock, $1 par value
Pierce Oil Corp. cl. B. stk. (com.) $25 par
Southern Dairies, Inc.—
Class A stock, no par value
Class B stock, no par value
United Piece Dye Works (The)—
Common stock, no par value
6349% cum. pref, stock, $100 par
Utah Copper Co. capital stock, $10 par
Western Dairy Products Co.—
Class A stock, no par value
Vot. trust ctfs. for class B stock, no par
Trico Products Corp. com. stock, no par
Atlanta Gas Light Co. 1st mtge. gold
5% 50-year bonds, due June 1 1947
Atlantic & Yadkin Ry. Co. 1st mtge.
50-year guar. gold bonds, due Apr. 1 '49
Duluth Missabe & Northern Ry. Co.
gen. mtge. 5% bonds due Jan. 1 1941
vana Electric Ry. Co.—
sol, mtge. 5% bonds, due Feb. 1 '52
25-year gold debentures, series of 1926,
due Sept. 1 1951
Indiana Natural Gas & Oil Co. ref. mtge.
30-yr. 5% gu. g. bds., due May 1 1936
Mississippi Central RR. Co. 1st mtge. 5%
gold bonds, due July 1 1949
Texas & Pacific Ry. Co. 2d mtge. 5%
gold income bonds, due Dec. 1 2000
Portland General Electric Co. 1st mtge.
5% bonds due July 1 1935 (assented)
Utlca Gas & Elee. Co. ref. & ext. mtge.
gold 5% bonds 50-yr., due July 1 1957
Western Electriec Co., Inc., 20-year 5%
gold debenture bonds, due April 1 1944
Foundation Co. (The) com. stk., no par
Iowa Central Ry. Co. (The) ctf. of dep.
for 1st mtge. 5% 50-year gold bonds,
due June 1 1938
Minneapolis & St. Louis RR. Co. (The)
ctt. of dep. for ref. & ext. M. 5% 50-yr.
gold bonds, ser. A, due Feb. 1 1962
New York State Ry.—
Ct!. of dep. for 50-year 1st consol. M.
4149 gold bonds, series A
Cti. of dep. for 50-year 1st mtge. cons.
(lsggt,z, gold bonds, ser. A, due Nov. 1
62

Noranda Mines, Ltd., com. stk., no par
Houston Oil Co. of Texas ctfs. of benet.
interest in common stock, $100 par
Atlantic City RR. Co. 1st cons. mtge.

gold 49, (guar.) bonds, due July 1 1951
Rio Grande Southern RR. Co. (The)—
1st mtge. 49 gold bonds, due July 1 '40
1st M. 49 g. bds., guar., due July 1 '40
Bethlehem Steel Co.—
Pur. money & impt. mtge. 5% 20-yr.
s. 1. bonds, due July 1 1936
1st lien & ref. mtge. 5% 30-year gold
bonds, series A, due May 1 1942
Cleveland & Mahoning Valley Ry. Co.
50-yr. g. M. 5% bonds, due Jan. 1 1938
Georgla Midland Ry. Co., 1st mtge. 3%
bonds, due April 1 1946
Kalamazoo Allegan & Grand Rapids RR.
Co. 1st mtge. 5% guar. (currency)
bonds, due July 1 1938
Lackawanna Steel Co. 1st consol. mtge.
g. bds., 5% ser. A, due March 1 1950
Midvale Steel & Ordnance Co. 20-yr. coll.
trust 5% s. £. gold bds., due Mar. 1’36
Mobile & Birmingahm RR. Co.—
Prior lien gold 5% small bonds, due
July 1 1945
Pr. lien gold 5% bonds, due July 1 1945
Mtge. gold 4% bds., due July 1 1945
Mtge. gold 4% bonds, due July 1 1945
Pittsb. Shenango & Lake Erie RR. Co.—
1st M.(con.) g. 5% bds., due July 1 '43
1st M. gold 5% bonds, due Oct. 1 1940
Richmond & Mecklenburgh RR. Co. 1st
mtge. gold 4%, bonds, due Nov. 1 1948
Syracuse Lighting Co. 1st mtge. 5%
bonds, due June 1 1951
Utica Electric Light & Power Co. lst
M.s.f.g. 5% 50-yr. bds. due Jan. 1'50

COMMITTEE ON STOCK LIST,

J. M. B.

Hoxey, Executive Assistant.

—————

Counsel of SEC Issues Opinion Easing Reguirements
on Solicitations with Respect to Reorganization
Plans for Public Utility Holding Companies

An opinion of its General Counsel, John J. Burns, was

made public on Dee. 2 by the Securities and Exchange

Com-

mission regarding the application of Section 11 (g) of the
Public Utility Holding Company Act of 1935 to solicitations
in connection with reorganization plans for public utility
holding companies and their subsidiaries. The opinion
follows:

Section 11 (g) of the Public Utility Holding Company Act of 1935 makes
it unlawful to solicit any proxy, consent, authorization, power of attorney,
deposit, or dissent in respect of any reorganization plan of a registered
holding company or a subsidiary thereof, in court proceedings or otherwise,
unless the Commission has made a report on the plan. It is my opinion
that this requirement does not apply to cases where solicitation with respect
to the plan in question has been commenced in good faith before registration,
or where the plan has been approved by a court before that time.

i

Haiti Files with SEC for Registration on New York
Stock Exchange of $8,411,638 of External 30-year
Sinking Fund 6%, Gold Bonds

Announcement was made on Dee. 1 by the Securities and

Exchange Commission of the filing of a registration statement
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by the Republic of Haiti (on Form 18) for permanent regis-
tration on the New York Stock Exchange of $8,441,538 of
customs and general revenue external 30-year sinking fund
6% gold bonds, series A. In noting this, Washington ad-
vices, Deec. 1, to the New York “Herald-Tribune” of Deec. 2,
said:

According to the agreement, set forth in the statement for registration,
between the Haiti and the National City Co. and the National City Bank
on Oct. 6 1922, all payments were to be made in gold coin of weight and
fineness of that date. The statement, contending there has been no
failure to pay principal and interest or any sinking fund amortization in-
stalments, added:

The bonds to be registered under the present application are issued only
in one currency and are payable in accordance with the terms of the above
lqlgﬂatiou from the loan contract, except as modified by American legis-
ation.

‘*Customs receupts in the last fiscal year were given as 24,314,958 gourdes
(five gourdes equal one dollar United States currency) and internal revenue
receipts as 4,519,504 gourdes, or a total of 28,834,462 gourdes, Other
miscellaneous revenues brought the grand total to 30,091,640 gourdes.

“Governmental expenditures for fiscal year ended Sept., 30 1935, was
gpf] as 42,444,526 gourdes, of which 6,680,679 gourdes was for Garde

“];:‘.lx":i)'orts for the year 1934-1935 were put at 35,629,205 gourdes and
mports at 41,161,621."

The statement said that to secure and guarantee payment of principal
and interest on the bonds as well as sums payable for amortization, the
government created a first charge on all internal revenues and customs
revenues subject only to a prior charge on such customs revenues, not
exceeding 5% thereof, for payment of salaries, allowances and expenses
of the general receiver and the financial adviser, as provided in the treaty
of Sept. 16 1915, between Haiti and the United States. The government
hypothecates such revenue and authorizes the general receiver, or his
successor, after expiration of the treaty to set aside from the hypothecated
revenues the sums which must bs remitted for interest and amortization.

A recent postponement by the SEC of hearings on bondp
offerings of Haiti was referred to in our issue of Nov. 16,

3149.
page

Activities of New York Stock Exchange in Eliminating
Fraudulent Securities Outlined to Securities
Commissioners by Dean K. Worcester, Executive
Vice-President

In addressing (on Dec. 6) the National Association
of Securities Commissioners, at their eighteenth annual con-
vention in Miami, Fla., Dean K. Worcester, IExecutive Vice-
President of the New York Stock Exchange, outlined the Ex-
change’s endeavors to eliminate from the securities business
dishonest people and fraudulent securities, and also defined
the work of the Securities Exchange Act of 1934 in combating
these evil factors.

Mr. Worcester, in referring to the various listing require-
ments formulated by the exchanges before the passage of the
Securities Exchange Act, said that under the Act “the listing
requirements for all exchanges are made uniform and are

subject, within statutory limits, to the control of the Securi-

ties and Exchange Commission.” He said that, accordingly,
a security, before it can become listed, must conform to the
standards established by the exchange on which listing is
sought and by the Federal government. ‘“This, I think, it
gees without saying, affords a better opportunity than ever
for the Federal government and the State governments to
assist each other in attaining the objectives which they
mutually desire.” Mr. Worcester continued :

It seems to me that the Securities Exchange Act makes it clear that the
proper market for the right type of security is on a national securities ex-
change, rather than on no exchange at all. A potent weapon has been used
to bring about the listing of eligible securities by denying to unlisted or
unregistered securities any value as collateral in the hands of a member of an
exchange or any broker or dealer doing business through a member of an
exchange. The identity of the exchange upon which the securities are listed
or registered is immaterial.

Is it not clear that the State commissions can help the Federal govern-
ment by making it as easy as possible to qualify within the State those
securities which are registered upon a national securities exchange and
which, consequently, conform to the uniform conditions imposed by the SEC
as prerequisites to registration and listing? Is it not clear, also, that the
interests both of the investors within the State and the legitimate security
dealers within the State are best served if only a single operation is needed
both to list a security upon an exchange and to qualify it for sale within
the State?

I am suggesting, you see, that when a security has met the tests imposed
by the Securities Exchange Act and by the exchange upon which it is listed,
the greatest practicable measure of exemption from additional State require-
ments should be granted by the States to that security. I suggest that
this would simplify the problems of eligible corporations in financing them-
selves through the sale of capital securities while, at the same time, providing
an incentive for these corporations to list their sccurities, thereby carrying
out one of the major objectives of the Securities Exchange Act.

As to the activities of the Stock Exchange in eliminating
fraudulent securities and the wrong people from the securi-
ties business, Mr. Worcester said :

I shall not try to outline, except very briefly, the activities of the New
York Stock Exchange in endeavoring, with the limited means at its com-
mand, to keep the wrong type of people out of the securities business. The
Exchange has no power to punish anyone except its own members, and any
influence that it may have in controlling or influencing the activities of
others must derive from whatever reputation the Exchange has achieved as
an institution standing essentially for honor and integrity in security
transactions.

You are all familiar with the phrase “just and equitable principles of
trade” as the time-honored expression of the principles upon which the
Stock Exchange is founded. Perhaps a few of the more detailed provisions
of the Constitution and Rules of the Exchange may be of interest as illustrat-
ing the extent to which this concept permeates the whole fabric of the
Exchange. Under the Constitution of the Exchange, a member who is found
guilty of fraud or fraudulent acts must be expelled. This penalty is the
severest that the Stock Exchange can impose, and you will note that it is
mandatory. A member who is found to have made a fictitious transaction
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must be either suspended or expelled. The same mandatory discipline must
be imposed on a member who gives an order for the purchase or sale of
securities, the execution of which would involve no change of ownership or
who executes such an order with knowledge of its character. It is man-
datory to suspend or to expel a member who is found to have made a mis-
statement upon a material point to a committee of the Exchange. The
Geverning Committee may even expel a member if it finds that he was
guilty of fraudulent or dishonest acts before he became a member, and that
he did not disclose the facts and circumstances when applying for member-
ship. Needless to say, I have not attempted here to summarize all the
aspects of the disciplinary control of the Exchange over its members. I am
seeking rather to point out a few of the more basic provisions which indi-
cate how deeply the intolerance of questionable acts or dealings is inherent
in the foundations of the Exchange.

As an example along a different line, a rule of the Exchange requires
that if a security—that is, a stock certificate or a bond—has been delivered
by one member to another, and then turns out to have been stolen, it may
be returned successively from member to member until it reaches the member
who originally introduced it into the market. No fixed time limit is placed
on this, and it is not even necessary that any member involved should have
had knowledge that the security was a stolen security. The point is that
members should not permit themselves to be used for the purpose of selling
stolen securities, and the requirement that a member who sells a stolen
scurity must take it back and refund the money, even perhaps after many
years, certainly operates to cause members to scrutinize their customers with
care and to avoid doing business for questionable clients.

Another aspect of the Exchange’s activity in fighting security frauds is
illustrated by the zeal with which it guards its quotations.

The Supreme Court of the United States, as you know, has held that the
quotations on the Exchange—that is, quotations of the prices established in
transactions in securities upon the Exchange—are the property of the Ex-
change. Consequently, the Exchange has legal authority behind it in per-
mitting or in refusing to permit these quotations to be furnished to others
besides its member firms. . . .

The Stock Exchange has never relaxed its rigid control nor’ lowered its
standards, and every epplicant for ticker service, before receiving approval
on his application, must pass the scrutiny of a Standing Committee of the
Exchange. Similarly, no member of the Exchange is permitted to allow
his office to be connected by private telephone or telegraph line with any
non-member of the Exchange, except by a similar process of scrutiny and

approval.
S~————

Banks Permitted to Deduct from Income Tax Returns
Assessments Paid to FDIC

A ruling made by the Internal Revenue Bureau, at
Washington, on Deec. 5 permits banks to deduct, on Federal
ncome tax returns, assessments paid to the Federal Deposit
Insurance Corporation. The ruling according to Washington
(Associated Press) advices of Dec. b, holds that:

Such an assessment, paid in accordance with the provisions of the Banlk-
ing Act of 1935, is an allowable deduction as an ordinary and necessary
business expense in the Federal income tax return of the insured bank for
the taxable year in which the assessment is actually paid.

The advices continued:

The ruling will effect approximately 14,000 banks which are members of
the surety agency.

Insurance Corporation officials estimated the annual assessment this
year at around $33,000,000. The Treasury ruling would make this sum
available for deduction as a business expense, but officials were unable to
estimate what the saving might be in taxes.

Under the Banking Act of 1935 the banks are required to
pay an assessment of 1-12 of 19fof,their total deposits

annually.
—_—

Winthrop W. Aldrich of Chase National Bank Demands
Fundamental Changes in Government Policies—
Says Business Revival Cannot Continue In-
definitely Unless Budget Is Balanced, Currencies
Are Stabilized, Expenditures Reduced and Excess
Bank Reserves Lowered

The business improvement recorded in the United States
during the past year cannot continue indefinitely until
certain fundamental conditions which created the depression
are corrected, Winthrop W. Aldrich, Chairman of the board
of the Chase National Bank of New York City, told the
Chamber of Commerce of Houston, Tex., at a dinner on
Dec. 11. Among the steps necessary for a sound industrial
revival, Mr. Aldrich listed a balanced budget, reduction of
government expenditures, international currency stabiliza~
tion and a substantial increase in reserve requirements for
the member banks of the Federal Reserve System.

Speaking on ‘“Business Revival and Government Policy,”
Mr. Aldrich said that current business improvement is due
to three principal causes:

1. The lessening of fear generated by New Deal policies.
The invalidation of certain legislation by the Supreme Court
and the reassertion by Congress of its legislative prerogatives
have done much to eliminate this fear, the banker said.
He added that the Ba.nkingf Act of 1935 is a definite im-
provement in the existing law, while the Public Utilities
despite its defects, is a much improved measure as compared
with the first draft presented by the Administration. He
continued:

It is possible to fight, therefore, with growing hope against the tendencies
which have threatened the American system of States' rights and free
enterprise, against the forces that have attempted to substitute a govern-
ment by unpredictable and uncertain executive decree for a government
of laws of general and definite application. The battle is not won, but
we know now that many of the things we feared from the summer of 1933
to the summer of 1935 will not happen.

2. The disappearance of the National Recovery Ad-
ministration.

3. Tremendous replacement demand for all kinds of
products.
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Nevertheless, Mr. Aldrich said, while these factors have
aided business recovery, certain fundamental trends must
be checked if that recovery is to be made permanent. He
denounced the theory of ‘“pump-priming” as a justification
for vast Federal expenditures, and said that plans must be
made for a balanced budget if the financial system of the
country is to be saved from eventual collapse.

With regard to work relief, Mr. Aldrich said that he could
appreciate the gain in morale by providing work for the
unemployed in preference to the dole. He added, however,
that the financial burden so imposed is so great that it
must jeopardize public credit if long continued.

Mr. Aldrich took occasion to challenge the recent state-
ment by President Roosevelt that ‘‘great bankers’” had told
him in the spring of 1933 that the public debt of the govern-
ment could safely rise to between $55,000,000,000 and
$70,000,000,000. He said:

The question of now much debt the United States government could
safely incur is not one which any banker should venture to answer with
definite figures. As I have already indicated, the answer would depend
both on moral and on material considerations. A government which has
repudiated its obligations cannot safely incur debt to the same extent
as a government which has always faithfully met its obligations. A govern-
ment which is willing and able to tax the great body of the people will have
far better credit than a government which tries to delude itself and its
people into the belief that only the wealthy need to pay taxes, despite
the fact that the estimates of its own treasury reveal that confiscatory taxes
on larger inheritances and large incomes will bring in relatively little
additional revenue. A government which is using borrowed money for
vitally necessary purposes, prudently and carefully, and which clearly
intends to borrow only what it absolutely must have, can safely borrow
more than a government which is spending borrowed money recklessly.

In discussing the reserve policy of the Federal Reserve
Board, Mr. Aldrich said in part:

I believe that measures should immediately be taken to reduce these
excess reserves, and I believe that the first measure that should be taken
is to raise reserve requirements very substantially. It seems to me that
this should be done in any case, because it is clear to me that the reserve
requirements were put far too low in 1917. Both the over-expansion of
credit in 1922-28 and the over-rapid liquidation of credit between the
middle of 1931 and early 1932 were greatly intensified by the unduly low
reserve requirements. The highar reserve requirements which we had in
days before the Federal Reserve System came in gave us much greater
safety both on the upswing and on the downswing.

I do not believe that it is desirable that reserve requirements should
be frequently changed. I believe in fixed reserve requirements and de-
pendable reserve requirements. I would raise them adequately now,
while the excess reserves are very great, and then I would let them alone.

I would like to see this measure used first in any case, because I am very
doubtful that it will be used at all if we wait until a time when speculative
excitement is great and when a good many individual banks have allowed
their individual excess reserves to disappear, even though the general system
still has large excess reserves. The method of raising reserve requirements
puts pressure on all banks. The measure of selling government securities
puts pressure primarily upon the liquid central money markets.

In the ceurse of recent discussion, timid fears have been expressed that
raising the existing reserve requirements would put certain pressure on
some individual banks which might lead them to sell some government
securities or which would have, in other ways, an adverse effect on financial
sentiment. But there is no argument which could possibly apply at the
present time which would not apply with redoubled force to action at a
later time. If we can ever use the method of increasing reserve require-

ments, we can do it now.
———————

Changing Character of Bank Assets One of Most
Notable Developments in Recent Years According
to Commission Reporting on New York State
Banking Structure—Rebuilding of Capital Funds
One of Greatest Problems Facing Banks, Says
Commission Headed by S. Sloan Colt

Reporting on its study of banking conditions in New York
State, the Commission headed by S. Sloan Colt lists as the
principal issues which have been raised by banking develop-
ments during the past 11 years:

1. The changing character of bank assets.

2. The growth of time deposits in commercial banks.

3. The need of adequate capital funds as a protection to depositors.

4. Changes in earning power of banks, and

5. Branch banking.

The changing character of bank assets is described by the
Commission as “one of the most notable developments in
banking in recent years,” and it says: “One conclusion from
recent developments seems inevitable, With the growing
volume of capital assets and long-term assets the element of
quality is of supreme importance.” The rebuilding of capital
funds is referred to by the Commission as “one of the greatest
problems facing the banks.” The report observes that “much
has been done in the way of writing off accumulated losses,
but the process of reconstructing portfolios has probably not
yet been completed.” No final recommendations are made
by the Commission, which states that “instead it proposes to
follow up this report with a questionnaire to the members
of the State Association designed to secure additional in-
formation and viewpoints from individual bankers and local
groups in order that local conditions may be given due weight
in determining future policies.”

The Commission for Study of the Banking Structure was
appointed in June 1934 by the New York State Bankers Asso-
ciation; its report, published under the head “Banking Devel-
opments in New York State, 1923-34,” was made public Dec. 8,
The report consists of a foreword setting forth the purposes
of the study, five chapters of text, and an appendix consist-
ing of 76 statistical tables. The data presented in the report
relate to National banks and State commercial banks and
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trust companies in the State outside New York City, but do
not include mutual savings banks.

The announcement regarding the report says:

This study is the first of its kind to be made available by the bankers
themselves analyzing their operating activities with a view to finding a
solution to the issues which confront them. The New York State Bankers
Association has made this study an essential part of its program in order to
develop a better understanding on the part of both the bankers and the
public of the problems which have existed in the past and continue to exist.
It is believed that through a study of the facts the bankers may meet these
problems in such a way as to benefit their own communities and be of
maximum service to the public.

In pointing out the necessity for adjustment to the chang-

ing economic order, the report says:

hat banking in the State of New York, in common with the entire Amer-
ican banking system, is undergoing an epochal transition under the impact
of the major economic changes of recent years, is universally recognized by
students of the situation. In periods of great change, adaptability is the
first prerequisite of survival. Banks, like other institutions, must adopt their
policies and practices to the needs of the public, otherwise the reason for
their existence disappears.

The facts revealed in this study and the questions raised present a challenge
to bankers. The task is essentially one that faces each individual banker.
The Commission believes that in this study it has made available a number
of facts which point in the general direction of a solution to our problem
if the bankers themselves will start at the foundation and build a stronger
structure. Fundamentally, the interests of the stockholder, the depositor
and the community as a whole all lie in the same direction. The welfare
of each depends upon the quality of management.

After commenting briefly on the rapid expansion in bank
assets during the 1920s and the liquidation after 1929, the loss
and failure record of the banks in the State (outside New
York City) is summarized as follows:

The record of the banks during the period of liquidation indicates that
many of them were poorly equipped to withstand the trials of adverse
economic conditions. Since 1929, 132 banks in this State, outside New
York City, have failed or have been reorganized or taken over after waivers
of deposits. These institutions had deposits of more than $150,000,000. In
addition to losses from failures, the gross losses and charge-offs of the operat-
ing banks of the State averaged about $75,000,000 a year during the four
years 1931-34, inclusive. This figure compares with average annual gross
operating earnings in the same four years of about $115,000,000. During
those four years gross and net operating earnings were declining while losses
and charge-offs were rising. Needless to say, the banking system of the
State operated in the red during each of those years. Since 1929 losses of
capital funds have been between $250,000,000 and $300,000,000, of which
about 90% was in active banks and about 109 in failed banks. It is this
record of losses and failures which has led to our study of banking conditions
in the State in order to determine, if possible, the elements of weakness and
the causes of the difficulties.

As to the principal issues raised by banking developments
in the past 11 years the Commission has the following to say:

The Changing Character of Bank Assets

One of the most notable developments in banking in recent years has been
the changing character of bank assets. The proportion of bank assets con-
sisting of investments, real estate loans and collateral loans, which for
purposes of convenience and brevity we refer to as *‘capital assets,” has
been increasing steadily, while the proportion consisting of unsecured loans
has been growing smaller and smaller.

Whatever the theory of commercial banking may be, we face an accom-
plished fact, a practical condition where true self-liquidating commercial
loans have dwindled to small proportions and capital assets have become
the predominant part of bank portfolios.

One conclusion from recent developments seems inevitable.
growing volume of capital assets and long-term assets, the element of
quality is of supreme importance. The extent to which capital values may
shrink in periods of declining prices and depressions is now appreciated.
As long as prices are rising and business is growing, banks can carry on with
assets of secondary quality and perhaps make large profits, but the day of
reckoning always comes when the economic trend changes. These periodic
reverses must be expected, and the bank that fails to recognize this fact in
the selection of its assets does not weather the storms.

The question is even broader than the matter of the safety of banks. It
raises the entire problem of economic stability. In periods when business
activity is growing rapidly it is a well-known fact that often the excessive
expansion of bank credit provides an unhealthy stimulus, especially to specu-
lative activity, with the result that the boom and the consequent depression
reach larger proportions than they otherwise would. In other words, the
banks have often contributed to the condition which ultimately led to the
collapse in values and the depreciation in bank assets.

The problem is how to prevent, or at least check, the excessive expansion
of credit in such periods. The assets on which credit can be extended are
practically unlimited. When reserves are plentiful and banks follow the
practice of making loans and investments of all types in a broad way the
necessity for setting up rigid standards of quality or some other check to
prevent unsound credit expansion is evident.

With the

The Growth of Time Deposits in Commercial Banks

The growth in capital assets has been related in a way to the growth in
time deposits, which have now become nearly 60% of total deposits in
New York State commercial banks outside New York City. In the struggle
of banks for size there have been keen competition for deposits, high interest
rates paid on deposits, a rapid expansion of resources, and in many cases a
leveling down of the quality of assets. Many institutions have paid out
over 50% of their gross earnings in interest on deposits, in a number of
years, and the average over a period of years for the commercial banks in
this State outside of New York City was over 40%.

The rates paid on time deposits have frequently been as high or higher
than the yields on the highest grade investments. As a result, the banks
have attracted savings which otherwise would have gone directly into invest-
ments or would have reached the borrower through other institutions. These
competitive rates for deposits have frequently led banks to acquire loans
and investments, without making sufficient allowance for the possibility of
losses involved in these assets. In the course of a complete business cycle,
therefore, this seemingly profitable business has frequently resulted in great
net loss because insufficient reserves have been accumulated to meet the
losses which inevitably arise. The predominant business of the so-called
commercial banks has come to be that of bringing together the investor, in
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the guise of a depositor, and the borrower, rather than that of supplying
short-term business credits for which there has been little demand. Con-
ditions and developments have been such that many of our commercial banks
have taken on something of the nature of investment trusts.

We have seen, however, that in fact and in practice these time deposits
are little different from demand deposits in times of stress. The real
problem which faces individual banks and the whole banking system is how
best to provide protection from a serious decline in asset values. The diffi-
culty is accentuated by a lack of adjustment between assets of a long-term
nature and liabilities which are payable on demand. The banks are not
only guaranteeing the investment of the public’s funds, but they are includ-
ing in that guarantee an obligation to convert these investments into cash
practically on demand. The banks assume the burden of any depreciation.
Taking the savings of the people and investing them is, of course, a social
service which the publie demands from its financial institutions. In some
communities the commercial bank is the only available institution for renger-
ing that service. It is a question, however, whether commercial banks
have been doing a savings bank business without following the rules and
standards essential in that business.

The Need of Adequate Capital Funds as a Protection to Depositors

One of the greatest problems facing the banks currently is to rebuild
their capital funds. Much has been done in the way of writing off accumu-
lated losses, but the process of reconstructing portfolios has prebably not
yet been completed. At the same time, many banks still have the capital
funds supplied by the government, which are proving burdensome under
present conditions of abnormally low earnings. This process of rebuilding
the capital structure and paying off the preferred stock, debentures, &ec.,
is proving to be slow and difficult for many institutions because of the
continued decline in current operating earnings. Furthermore, as government
credit expands the deposits of the banks increase, thus accentuating the
problem of capital funds.

Change in Earning Power of Banks

Related to the question of rebuilding capital funds is the pressing problem
of current operating earnings. In 1934 barely one-third of the banks of
the State had any net income, after accumulated losses and charge-offs.
Interest on deposits is still by far the heaviest item of expense. Even
with the 29% rate on time deposits which went into effect Oect. 1 1935,
interest will still probably be the largest single item of expense for most
banks. Banks cannot continue to pay out so much for deposits which they
cannot lend or invest profitably and safely. This is especially true in
view of the added cost of the annual assessment for deposit insurance.
Another possible method of meeting the situation is to increase service
charges, which have already been adopted by a large number of banks.

Branch Banking

There are many communities where the banks’ problems are especially
difficult because they do not have a sufficient demand for sound local loans
and are forced into investments, sometimes in periods when investments of
even the highest grade are obviously not satisfactory risks for bank port-
folios. There are other communities where the banks have practically only
one type of local outlet for their money. Many banks have found it exceed-
ingly difficult to reduce costs sufficiently to live within the income from
available suitable loans. We may ask whether branch banking is the answer
to such situations. It is claimed by the advocates of branch banking that
branch systems are much better equipped to handle investments than the
small unit banks.

The following are the members of the Commission for
Study of the Banking Structure:

. Raymond N. Ball, President Lincoln-Alliance Bank & Trust Co., Rochester.

Philip A. Benson, President Dime Savings Bank of Brooklyn.

. William A. Boyd, President First National Bank, Ithaca.

S. Sloan Colt, Chairman, President Bankers Trust Co., New York City.

Lewis G. Harriman, President Manufacturers & Traders Trust Co., Buffalo.

J. L. Jacobs, President® Tupper Lake National Bank.

William H. Kniffin, Vice-President Bank of Rockville Centre Trust Co.

W. W. Maloney 3rd, President Fallkill National Bank & Trust Co.,
Poughkeepsie.

W. T. McCaffrey, President Lincoln National Bank & Trust Co., Syracuse.

Bayard F. Pope, Chairman Advisory Committee, Marine Midland Trust Co.,
New York City.

C. S. Ruffner, President Schenectady Trust Co.

S. G. H. Turner, Chairman of Board, First National Bank & Trust Co.,
Elpira,

F. E. Richter was Statistician to the Commission.

—_—

W. H. Pouch of Advisory Committee of New York
Federal Reserve District on Industrial Loans Under
Section 13-B of Federal Reserve Act—Declares A
Number of Banks in Big Cities Have Not Been
Interested in Handling Such Loans

Discussing eredits to industry under Section 13-B of the
Federal Reserve Act, William H. Pouch, Chairman of the
Industrial Advisory Committee of the Federal Reserve Bank
of New York, stated on Dee. 9 that “T am sorry to say that
a large number of banks in our big cities have not been
interested in 13-B loans.”

Mr. Pouch made this statement in addressing the credit
conference of the New York State Society of Certified
Public Accountants at the Waldorf-Astoria, New York, and
in his further remarks he said:

In many cases they claim the loans have bean too small or too expensive
for them to handle. These are usually the banks that object to govern-
ment entering the banking field, but I venture to predict that unless they
show soms interest in helping the small-sized business man and take an
interest in seeing that he is supplied with reasonable requirements for
working capital they will find government devising some way of supplying
such working capital. Since a large proportion of the banks' deposits are
now guaranteed by the government, the necessity for liquidity is not as
great and more liberal loaning policies can be formulated.

In closing let me say that I have endeavored to point out:

First. That there is a demand for legitimate working capital, although
it may not be as large as some thought in 1033;

Second. That the Federal Reserve banks have faithfully tried to supply
that demand;

Third. In doing so it has developed that one-third of the applications
have been serviced with prospects of a very slight loss;

Fourth. If it is considered advisable that government agencies should
withdraw from the commercial banking field, financial institutions must
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assume a more libaral attitude toward business men needing working capital;

Fifth. That closer co-operation than ever should be maintained between
C. P. A.'s, commercial credit men and bankers.

In the earlier portion of his address Mr. Pouch said
in part:

Since 1929 various agencies of our industrial system have been assisted
in one form or another by the Federal government. The Reconstruction
Finance Corporation was organized to furnish capital to the banks, mort-
gage companies and railroads when they could not secure credit in the
regular way. Later in the depression the government came to the relief
of farmers and to-day is contributing liberally to the unemployed.

Very little effort, however, was made to assist the unfortunate business
man who in the ordinary course of events relies on banks and other financial
institutions for temporary working capital, until June 19 1934, when
Section 13-B was added to the Federal Reserve Act, permitting the Federal
Reserve banks to extend special credit facilities to industry and commerce.
About $280,000,000 of Federal Reserve bank money was made available
for loans on a sound and reasonable basis to established commercial and
industrial enterprises for working capital, with maturities up to five years.
The 12 chcml Reserve banks have approved loans of $121,947,000 to
Nov. 27. o

Remember this money can only be borrowed if the local bank cannot
accommodate the applicant. It is not the purpose of these loans to start
a new business or to stave off inevitable bankruptcy. [he applicant should
have a reasonable prospect of making money with the help of the 13-B loan.

These loans are meant to provide working capital, to keep a business
going or to expand it. Typical uses for borrowed money are: to keep up
or increase payrolls, to add to inventory, to buy raw materials, to make it
possible to buy for cash, to give customers credit, to take care of increasing
sales, to conduct sales campaigns and to pay trade creditors.

T'he applicant should not hesitate because his business is small or un-
usual. Reserve bank loans have been made as large as $6,000,000 and as
small as $250. And all kinds of businesses have been listed among 13-B
borrowers.

These borrowers can be divided into two classes:

First. Those that have demonstrated their ability to make money during
normal business cycles but in 1927, 1928 and 1929 made the mistake of
thinking that a new era had arrived and that the old yardsticks and cautious
business principles were not necessary.

Second. The type which lacks management ability and those that start
a business without proprietary or working capital and hope to operate on
a shoe-string.

From my personal observation of the 1,000 applications examined by
the Industrial Advisory Committee of the Second Federal Reserve District,
I would judge that there are twice as many in the second class as in the
first, but I wish this evening to advocate leniency for the first class who
may be able to weather the storm if given a chance. . . .

While statistics are usually dry, still I feel that a few figures to explain
the results obtained by the industrial loans under 13-B might be interesting
to you, The latest available figures for the entire 12 Federal Reserve banks
of the country show that there have been 7,500 applications presented,
while in the New York District there have been 1,000, These applications
have amounted to $302,331,000 in the entire country, as against $77,000,000
in the New York District. As previously stated, the applications are first
presented to a committee of five business men in each of the 12 districts,
and after they have studied and analyzed them carefully they pass them
on to the Board of Directors of the Federal Reserve Bank with their recom-
mendation to either accept or reject them. It has been interesting to note
that in the large majority of cases, there has been only a slight difference in
the opinion of the business men and the bankers. In fact in the New York
District the Board of Directors of the Federal Reserve Bank have approved
more loans than the Advisory Committee, composed of business men. The
figures show that the Committee approved 348 cases totalling $30,378,000,
while the Directors of the Bank approved 365 cases, totalling $30,746,000.
Five hundred and three cases, totalling about $38,000,000, were declined;
100 cases, amounting to $6,000,000, were withdrawn, and 35 approved
cases are pending closing. Let me also add that about 50% of the loans
have been made by the Federal Reserve Bank direct and 50% with banks
and other financial institutions given commitments. 3

This is not the time for the credit granter in the bank or in industry to be
“jittery." Reasonably sound loans can be made even though they do not
look like prime loans at first. The splendid record of the Federal Reserve
Bank of the Second (New York) District with industrial loans has been
due to much hard work and thorough investigation in addition to carefully
working out difficult problems of readjustment. Standard rules and
ratios may be used as a general guide, but I am inclined to believe that in
the past too much emphasis has been placed on them. Each credit risk
should be given individual attention and not rushed through the mill on a
mass production basis. I would like to see prospective earnings and
expenses studied more closely and given greater weight in final decisions.
The C. P. A. in making an audit might educate business man to use budgets
on income as well as expenses. Surveys of the future volume, studies of
prospective earning, percentages, and estimate of expenses, give the execu-
tive a clearer picture of what he is aiming at.

—_—

Federal Land Banks Offer $100,000,000 of 10-20-Year
39, Consolidated Farm Loan Bonds—Part of Pro-
ceeds to Be Used to Retire $62,710,420 of 414%
Bonds—Books Closed Following Over-Subscription

Formal offering was made on Dec. 10 of an issue of $100,-
000,000 of 10-20-year Federal Land Bank 3%, consolidated
Federal Farm Loan bonds, due Jan. 1 1956, and not redeem-~
able before Jan. 1 1946. The books for the offering were
closed at 10:45 a. m., Dec. 10, following a heavy over-
subseription, according to announcement of W. I. Myers,
Governor of the Farm Credit Administration.

Proceeds from the sale of the consolidated bonds will be
used to retire approximately $62,710,420 principal amount
of 4149, bonds of the individual Federal Land banks, which
have been called for payment Jan. 1 1936, and for loaning and
general corporate purposes. The calling of the 414 % bonds
was noted in our issue of Dec. 7, page 3622. The new 3%
consolidated bonds, which are issued under the authority
of the Federal Farm Loan Act, as amended, and which are
the joint and several obligations of the 12 Federal Land
ganks, were priced at 9834 and interest to yield about

.08%.

In announcing the closing of the books on Dee. 10,

Governor Myers said:
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This is the first occasion since 1930 that the Federal Land banks have
offered bonds to investors in any large amount for the purpose of new
financing, and the response of investors to this bond issue is very gratifying.
w For the past two years the Federal Land banks have obtained funds
for new loans by exchanging their bonds for Government-guaranteed bonds
of the Federal Farm Mortgage Corporation. [Ihis was considered as only
a temporary method of marketing Federal Land bank bonds. For some
time the banks have anticipated returning to the investment market for
their funds.

This new Federal Land bank financing reopens a direct channel of normal
business relationships between farmers and investors. Long-term farm
mortgage loans are made available at 4% a year and under present condi-
tions funds for making these loans are obtained by selling 3% consolidated
bonds of the Federal Land banks secured by first farm mortgages on farms
throughout the United States.

The offering was made under the direction of Charles R.
Dunn, fiscal agent for the Land banks, and with the co-
operation of a nationwide banking group comprising Alex.
Brown & Sons; the Chase National Bank of the City of
New York; Brown, Harriman & Co., Inc.; Guaranty Trust
Co. of New York; the National City Bank of New York;
Edward B. Smith & Co.; The First Boston Corp., and Lee
Higginson Corp. On June 18, last, this same banking
syndicate offered, in a refunding operation, $239,000,000 of
39% consolidated bonds of the Land banks. Reference to
this previous financing was made in these columns of June 22,
page 4148.

A circular issued incident to the latest offering (Dee. 10)
contained the following:

The Federal Land Banks
The 12 Federal Land banks reported, as of Oct. 31 1935, aggregate capital
stock of $235,173,852.50, paid-in suprlus of $89,822,039.13, and total
assets of $2,393,142,576.88. The banks are incorporated under Federal
law, and operate under the supervision of the FCA, a branch of the Govern-
ment. The terms of certain statutory emergency provisions for assistance
to borrowers are described in the within letter.

Description of Consolidated Bonds

Consolidated Federal Farm Loan bonds (hereinafter referred to as con-
solidated bonds) issued under the authority of the Federal Farm Loan Act,
as amended, are the joint and several obligations of the 12 Federal Land
banks. The law requires that all consolidated bonds be issued only against
collateral security of at least an equal principal amount of obligations of
the United States Government, and (or) first mortgage loans on farm prop-
erties, made in amounts not exceeding 50% of the value of the mortgaged
land and 209% of the value of the permanent, insured improvements thereon,
as ascertained by Land bank appraisers at the time the loans are made;
and that the earning power of the land be a principal factor in the appraisals.
Since June 1933, estimates of earning power have been based primarily on
the average yield of the land during the past several years, and average
prices of its products prevailing during the period 1909-1914, as indicative
of the normal earning power of the land.

The collateral for consolidated bonds (which bonds, including the bonds
now offered, will aggregate approximately $1,510,000,000 in principal
amount) is deposited in trust with Farm Loan Registrars and is held by them
as security for all outstanding consolidated bonds, separate and apart from
collateral held by them for bonds issued individually by the banks. At the
time that these bonds are issued, approximately 1% of the principal amount
of the collateral for consolidated bonds will consist of obligations of the
government. The balance of such collateral will consist of first mortgage
loans, a portion of which will be loans on which matured instalments of
principal or interest are in default or have been extended, which defaulted
or extended loans are permitted by the law to be included as eligible col-
lateral. The law permits collateral security deposited with a Farm Loan
Registrar to be withdrawn at any time on the substitution therefor of an
equal face amount of eligible collateral.

Although these bonds are not government obligations, and are not guaran-
teed by the government, they are the secured obligations of banks operating
under Federal charter with governmental supervision by the FCA.

Legality as Investments for Savings Banks and Trust Funds and as Security
for Public Deposits

The law provides that Federal Farm Loan bonds shall be lawful invest-
ments for all fiduciary and trust funds under the jurisdiction of the United
States government. They are also eligible as security for government de-
posits and for Postal Savings funds.

In the opinion of the General Counsel of the FCA, consolidated bonds
are eligible for investment by savings banks under the laws of a majority
of the States (including New York and Massachusetts), and are made
eligible by statute for tha investment of trust funds in more than 20 States,
as more fullly enumerated in the within letter.

Taz Exemption

The Suprems Court of the United States has upheld the constitutionality
of the Act creating the banks and the provision exempting their obligations
from Federal State, municipal and local taxation. The exemptions include
exemption from surtaxes on the income from the bonds. The transfer of
the bonds, by inheritance, gift, &c., is, of course, subject to taxation under
any applicable valid laws providing for the taxation of transfers of parsonal
property.

The circular also stated:

Definitive bonds will, it is expected, be ready for delivery Jan. 2 1936.
To the extent that holders of 414 % bonds called for redemption agree, prior
to the closing of the books, to surrender them on the payment date at 100%,
of their face value in payment for these 3% consolidated bonds, they are
to receive, so far as practicable, preferential treatment; and in such cases
the appropriate cash payments will be made to holders. It is expected that
approximately $10,500,000 principal amount of these consolidated bonds
will be sold to the United States government (including its agencies and
instrumentalities) in exchange for called 4}4 % bonds, at the offering price
less the commissions which are to bz paid in connection with other ex-
change subscriptions.

—_——

President Fleming of A. B. A. Urges Banks to Assume
Functions Oftered by Federal Agencies, Thus
Enabling Government to Withdraw from Business
and Make Possible Increased Bank Earnings—
Remarks of S. Sloan Colt at Bankers’ Forum,
American Institute of Banking

In urging that the banks of the country “study the whole
field of bank credit in a very intensive manner,” Robert V.,
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Fleming, President of the American Bankers Association,
speaking at the Forum Dinner, New York Chapter American
Institute of Banking on Dec. 12, declared that “I believe it
is possible for us to discover new and at the same time
sound channels for putting our customers’ funds to work
where we shall feel confident of a fair return while rendering
a service to community and national development.”

Mr. Fleming went on to say:

“During the emergency the government of necessity took over some of
the functions of banks by aiding the people of the country where chartered
institutions were unable to do so on account of existing conditions. This
has brought about a situation directly affecting bank earnings. We often
hear complaints against the government’s participating in business; let us,
therefore, make it possible for the government to get out of business.

“I do not advecate the making of unsound loans, or engaging in any
practice contrary to sound banking principles. I do not propose that we
ghould not always have in mind the need for maintaining an adequate degree
of liquidity, but I have seen statistics recently showing that these agencies
of Government at the present time are extending credit in a volume in
excess of one quarter of the total loans made by all the chartered banks
in the country.

“Where the government has to continue to function in such capacity, it
must be financed, and to a great extent it is the banks which must do the
financing ; hence, we find the situation where the government is extending
credit to the public at a reasonable rate and, on the other hand, is financing
iteelf, largely through the banks, at the lowest rates of interest we have
ever known in our history.

“You can see how this strikes right at the heart of bank earnings. It is
my belief that the people prefer to deal with chartered institutions, carefully
supervised by national or State authorities, rather than directly with gov-
ernmental agencies which cannot function as elastically as private organiza-
tions. Therefore, I believe bankers should explore the possibility of handling
these credits at a reasonable rate of interest to the publie, thereby helping
the government to reduce its expenses and, in turn, augment bank earnings.
Through this improved and enlarged service to the public the prestige of our
institutions will be enhanced and by the increased earnings the structure
of our banks will be strengthened for the benefit of depositors and stock-
holders alike.”

In describing changes that have taken place in commercial
banking, Mr. Fleming made the following outstanding points:

1. “Great changes in the practice of corporate institutions with respect
to finance operations indicate that at present we cannot depend upon strictly
commercial loans as the main source of earnings in our commercial banking
institutions.

2. “Many agencies established by the government as emergency organiza-
tions are still functioning and will have to continue to function until we
as bankers take over the facilities now offered by these agencies wherever
we can soundly do so.

8. “With the broadened facilities now available through the Federal
Reserve System and the fact that public confidence in the safety of banks
has been restored, there is no longer any need for banks to maintain such
a high percentage of liquidity, and bankers can adopt a broader, long-
range viewpoint in dealing with their customers.

4, “The Banking Act of 1935 makes the improved real estate loan type
of asset in the portfolios of member banks eligible as collateral with their
Federal reserve banks. First mortgage amortized loans on real estate, which
can be made under Title II, National Housing Act, are also particularly
desirable, as there is no industry which can do more to stimulate employment
and help in the stability of the country than the construction of homes.

5. “There should be co-operation between all banks engaged in mortgage
lending in order that this feature of banking service may be kept on a
sound and proper basis.”

Mr. Fleming and S. Sloan Colt, President of the Bankers
Trust Company and President of the New York State Bank-
ers Association, were the guests of honor at the dinner at
which H. Donald Campbell, President of the Chase National
Bank, presided. Federal Judge John C. Knox was also a
speaker at the dinner. Regarding Mr. Colt’s remarks we
quote as follows from the “Wall Street Journal” of Deec. 13:

Mr. Colt, in referring to a study of New York State’s banking structure
carried out under his supervision, emphasized that the development has not
been limited to the Empire State, but has been evident in the whole Ameri-
can banking system. He said:

“The speeding up of production and transportation has resulted in a
Jessening need for large inventories with a corresponding diminution in
commercial credit requirements. At the same time the concentration of
both production and distribution into the hands of large corporations which
are able to acquire adequate and even surplus working capital through the
sale of securities has been perhaps an even more important influence tending
toward the same result.”

Deposit Contract Unchanged

While this significant change has been going on with remarkable con-
sistency, he said, there has been little or no change in the nature of the
contract with depositors, and little indication of any permanent change in
policies with reference to the building up of reserves or capital funds for
the protection of depositors.

“Does the solution lie in adjustments along these lines, or in improving
the quality of assets, or both?” he asked.

“The pre-dominant business of the so-called commercial banks has come
to be that of bringing together the investor, in the guise of a depositor,
and the borrower, rather than that of supplying short-term business credits
for which there has been little demand. Conditions and developments have
been such that many of our commercial banks have taken on something of
the nature of investment trusts.”

———————

Creation of State Mortgage Banks Proposed by New
York State Mortgage Commission According to

Wendell P. Barker—Report to Gov. Lehman—

Views on Mortgage Banks Presented at Hearing

gefore Joint Legislative Committee in New York
ity.

It was made known on Dec. 7 by Wendell P. Barker,
Chairman of the New York State Mortgage Commission
that the creation of State mortgage banks as substitutes for
the “outworn and discredited” mortgage guaranty com-
%a.mes was being considered by the Commission. Mr.

arker indicated this at a National Conference on debtor
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relief laws at the Waldorf Astoria Hotel in New York City
on Dec. 7. The New York “Times’ reports that the
conference which analyzed Ilegislation governing bank-
rupteies, mortgages, corporate reorganizations and debtor
relief for cities, business and farmers, was productive of
many proposals for legal reform. It was called by the
School of Law of New York University, in conjunction with
the school’s alumni association as part of its centennial
celebration. The “Times” stated:

At the morning session Thomas D. Thacher, Solicitor General of the
United States in the Hoover administration, recommended general re-
vision of the Bankruptcy Act along the lines laid down by Joseph Cham-
berlain in his reorganization of the English bankruptcy laws in 1833. Mr.
Thacher urged that such revision be approached ‘“solely from the stand-
point of the national interest. . . .

Mr. Barker, at the afternoon session, defined the functions which the
State mortgage banks would discharge if they were authorized by the
Commission. It would be their purpose, he said, to lend money on mort-
gages and issue bonds to the public so that “‘the public will have the bonds
of a mortgage bank backed up by all the resources and all the combined
mortgages of the institution.'

Noting that important changes in State statutes designed
to stabilize real estate and protect mortgage investments
have been recommended by the State Mortgage Commission
in a report to Governor Lehman the “Times’ of Dec. 8 said:

The proposals include the creation of a State mortgage bank for mort-
gage supervision and discount; the licensing of real estate appraisers, and
simplification of the so-called Torrens law for the State registration of
property titles.

Wendell P. Barker, Chairman of the Commission, withheld a detailed
discussion of the recommendations to give Governor Lehman an oppor-
tunity to pass on them. The suggestions, Mr. Barker explained, are the
result of several months of study by the Commission, which expects to
make further recommendations to the Governor in time for the drafting
of suitable legislation for presentation at the forthcoming session of the
Legislature.

Before the Joint Legislative Committee investigating the
situation as to guaranteed real estate mortgage bonds, Dr.
Marcus Nadler, Professor of International Kinance at New
York University proposed the formation of a State mortgage
bank or banks operating under drastic restrictions and
supervision as the best means of re-establishing the real
estate investment market.

The hearing, held in the Bar Association building at 42
West Forty-fourth Street, was the first of a series (we quote
from the “Times’’) in which the Committee will hear expert
testimony on methods to eure the ills of the real estate bank-
ing system which led to the widespread defaults in guar-
anteed mortgages. In addition to State mortgage banks,

the committee will consider also mortgage-guarantee com-
panies limited to whole mortgages, or issuance of certificates
on single mortgages and the proposal to create a new State

department of mortgages and real estate. Senator Lazarus
Joseph of the Bronx is Chairman of the Committee.

At the hearing on Dee. 5, Charles A. Miller, President
of the Savings Bank Trust Co., and Louis A. Pink, State
Superintendent of Insurance stated that, functioning
properly, the mortgage banks should prevent repetition of
the real estate market collapse and afford opportunities to
certain types of investors to obtain worth-while securities.

—p—es

Value of Commercial Paper Outstanding as Reported
by New York Federal Reserve Bank—Total of
$178,400,000 Nov. 30 Compares with $180,400,000
Oct. 31

The following announcement, showing the value of com-
mercial paper outstanding on Nov. 30, was issued by the

Federal Reserve Bank of New York on Dec. 12:

Reports received by this bank from commercial paper dealers show a

total of $178,400,000 of open market paper outstanding on Nov. 30 1935.

The Nov. 30 total compares with $180,400,000 outstanding
at the close of Oectober and $177,900,000 at the end of
November 1934. Below we furnish a record of the figures
since they were first reported by the Bank on Qct. 31 1931:

$178,400,000 $151,300,000
180,400,000 141,500,000
183,100,000 . 139,400,000
176,800,000 132,800,000
163,600,000 117,300,000
159,300,000 108,400,000
173,000,000 Aug
173,000,000 108,700,000
- 133,400,000

181,900,000
176,700,000 - 129,700,000
122,900,000

170,900,000

107,400,000
166,200,000 96,900,000
177,900,000 72,700,000
187,700,000 60,100,000
192,000,000 64,000,000
188,100,000 71,900,000
168,400,000 84,200,000

—_—

$239,295,000 Tendered to Offering of $50,000,000 of
273-Day Treasury Bills Dated Dec. 11—$50,000,000
Accepted at Average Rate of 0.1089,

Tenders amounting to exactly the amount offered were
accepted for the offering of $50,000,000, or thereabouts, of
273-day Treasury bills, dated Dec, 11, it was announced on
Dec. 9 by Secretary of the Treasury Henry Morgenthau Jr.
The total amount of bids received was $239,295,000.

The offering was referred to in our issue of Dec. 7, page
3622. The bids to the bills, which mature on Sept. 9 1936,
were received at the Federal Reserve banks and the branches
thereof up to 2 p. m., Eastern Standard Time, Dec. 9. In

108,100,000
100,400,000
103,300,000
111,100,000
107,800,000
105,606,000
102,818,000
107,902,000

117,714,784
. 173,684,384
210,000,000
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announcing the tenders to the offering, Secretary Morgen-
thau said:

The total amount applied for was $239,295,000, of which $50,000,000 was
accepted. The accepted bids ranged in price from 99.920, equivalent to a
rate of about 0.105% per annum, to 99.914, equivalent to a rate of about
0.113% per annum, on a bank discount basis. Only part of the amount bid
for at the latter price was accepted. The average price of Treasury bills to
be issued is 99.918, and the average rate is about 0.108% per annum on a

bank discount basis.
—_—

Treasury Announces Final Figures on Dec. 15 Financ-
ing—Cash Subscriptions of $972,222,100 Allotted
for 2249, Bonds and 1149, Notes—$4,522,244,600
Subscribed—Exchange Subscriptions of $410,688,-
600 Allotted in Full

The final subseriptions and allotment figures with respect
to the offering last week of 234 9% Treasury bonds of 1945-47
and 114 % Treasury notes of series C-1940, were announced
on Dec. 10 by Henry Morgenthau Jr., Secretary of the
Treasury. The bonds and notes were offered for cash in
amount of $450,000,000, or thereabouts, each—a total of
$900,000,000—and in addition were also offered for the
amount of maturing 214 % Treasury notes of series D-1935
tendered in exchange. The 2149 notes, of which $418,-
291,900 are outstanding, mature to-morrow (Deec. 15).
Reference to this financing of the government was made in
these columns of Deec. 7, pages 3622-3624.

Cash subscriptions received to the offered totaled $4,522,-
244,600, Secretary Morgenthau announced. The amount
allocated was reported at $972,222,100. All exchange sub-
seriptions of the maturing 214 % notes, amounting to $484 -
418,400, were allotted in full.

For the 234 9% bonds cash subscriptions of $2,034,979,700
were received and $484,418,400 allotted. The exchange
subseriptions tendered and allotted for the bonds amounted
to $161,317,700. A total of $2,487,264,900 was tendered
in cash for the 1149% notes, of which $487,803,700 was
allocated. The tenders and allotments of the exchange
subseriptions for the notes were in amount of $249,370,900.

Subsecriptions and allotments, as announced by Secretary
Morgenthau, were divided among the several Federal

eserve distriets and the Treasury as follows:

TREASURY BONDS OF 1045-47

2% %

Total
Ezxchange
Subscriptions
Recetved
(Allotted
in Full)

$5,047,600
100,657,300
2.570,500
1,509,000
3,062,400
762,500
39,950,100
1,962,300
950,000
3,327,500
744,500
656,000
118,000

Total
Cash
Subseriptions
Received

Total
Subscriptions
Allotted

Total
Subscriptions
Recetved

Federal
Reserve
District

$38,728,000
331,901,900
25,068,450
22,910,350
20,296,800

$146,803,500
1,100,645,150
98,738,800
87,866,650
72,405,300
83,491,000
238,737,650
59,242,300
20,374,900
46,488,650
57,612,400 | 16,534,650
183,090,100 | 43,410,600
01,000 285,500

$2,196,207,400 18645,736,100

Boston_ __
New York
Philadelphi:
Cleveland _
Richmond

$141,755,900
099,987,850
96,168,300
86,357,650
69,342,900
82,728,500
198,787,550
57,280,000
Minneapolis . 19,424,900
Kansas City 43,161,150
Dall; 56,867,900
182,434,100
683,000

$2,034,979,700

16,270,750
6,190,900
14,042,150

$161,317,700

TREASURY NOTES OF SERIES C-1940

Total
Ezchange
Subscriptions
Recetved
(Allotted
in Full)

$£11,207,400
138,324,500

Total
Cash
Subscriptions
Recetved

Total
Subscriptions
Allotted

Total
Subscriptions
Received

Federal
Reserve
District

$43,784,600
388,007,400
28,411,400
36,424,700
38,237,800
20,403,500
81,530,700
18,866,900
10,388,000
17,454,100

$174,392,600
1,447,153,700
131,930,700
161,507,900
93,635,800
77,491,300
282,350,900
61,952,900
28,760,500
50,034,800
52,585,700 14,582,500
174,168,000 38,822,000
671,000 261,000

$2,736,635,800 18737,174,600

$163,185,200
1,308,829,200
128,222,700
155,714,400
70,473,800
71,661,300
251,243,100
54,440,100
23,569,500

Philadelphia .
Cleveland

Minnmp&ll-s-_-
Kansas City .
Dall;

61,000
$2,487,264,900 |8249,370,900
—_———

New Offering of 273-Day Treasury Bills in Amount of
$50,000,000, or Thereabouts—To Be Dated Dec. 18
Tenders to a new offering of $50,000,000, or thereabouts

of 273-day Treasury bills, dated Dec. 18 1935, were invited

on Dec. 12 by Henry Morgenthau Jr., Secretary of the

Treasury. The bids will be received ui) to 2 p. m., Eastern

Standard Time, Dec. 16 at the Federal Reserve banks, or the

branches thereof, but will not be received at the Treasury

Department, Washington. The bills will be sold on a dis-

count basis to the highest bidders. They will mature on

Sept. 16 1936, and on the maturity date the face amount

will be payable without interest. On Deec. 18 there is a

maturity of Treasury bills in amount of $50,006,000.

From Secretary Morgenthau’s announcement of Dec. 12
the following is taken:

They (the bills) will be issued in bearer form only, and in amounts or
denominations of $1,000, $10,000, $100,000, and $1,000,000 (maturity

value).

No tender for an amount less than $1,000 will be considered. Each
tender must be in multiples of $1,000. The price offered must be expressed
on the basis of 100, wita not more than three decimal places, e. 8., 99.125.

Fractions must not be used.
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Tenders will be accepted without casn deposit from incorporated banks
and trust companies and from responsible and recognized dealers in invest-
ment securities. Tenders from otners must be accompanied by a deposit
of 10% of tne facs amount of Treasury bills applied for, unless the tenders
are accompanied by an express guaranty of payment by an incorporated
bank or trust company.
B Immediately after the closing hour for receipt of tenders on Dec. 16 1935,
all tenders received at the Federal Reserve banks or branches thereof up
to the closing hour will be opened and public announcement of the accep-
table prices will follow as soon as possible thereafter, probably on tne fol-
lowing morning. The Secretary of the Treasury expressly reserves the right
to reject any or all tenders or parts of tenders, and to allot less than the
amount applied for, and his action in any such respect shall be final. Tnose
submitting tenders will be advised of the acceptance or rejection thereof.
Payment at the price offered for Treasury bills allotted must be made at
the Federal Reserve banks in cash or other immediately available funds
on Dec. 18 1935.

The Treasury bills will be exempt, as to principal and interest, and any
gain from the sale or other disposition thereof will also be exempt, from all
taxation, except estate and inheritance taxes. (Attention is invited to
Treasury Decision 4550, ruling that Treasury bills are not exempt from the
gift tax.) No loss from the sale or other disposition of the Treasury bills
shall be allowed as a deduction, or otherwise recognized, for the purposes
of any tax now or hereafter imposed by the United States or any of its
possessions.

———

New $1 Silver Certificate, Showing Both Sides of Seal
of United States to be Issued Next Week

Secretary of the Treasury Morgenthau announced Deec.
12 that the new type $1 silver certificates will be available
to the public at most banks on Deec. 18.

The most noticeable change in the new $1 bill is an entirely
new design on the back, which presents both sides of the
Great Seal of the United States. That a new $1 certificate
would be issued was first made known on Aug. 15 by Secre-
tary Morgenthau when, as noted in our issue of Aug. 17,
page 1020, he announced that production was under way at
the Bureau of Engraving ang Printing. Secretary Mor-
genthau’s announcement of Dec. 12 said:

The obverse of the Great Seal is the familiar eagle design with the motto
“E Pluribus Unum.""

The reverse of the Grzaat Seal, presented for the first time on any money,
shows an unfinished pyramid, surmounted by an eye in a triangular glory,
and bears two Latin mottoes. I'he motto above the design is ‘“‘Annuit
Coeptis,"’ translated as ‘‘He (God) prospered our endeavors.'”” The lower
motto is ‘“Novus Ordo Seclorum’’ and is translated as “A new order of the
ages.""

The face of the bill shows only minor changes, but its production embodies
a new process. The signatures of the Secretary of the Treasury and of the
Treasurer of the United States, instead of being printed with other portions
of the design, are over-printed later from steel dies as the bills are numbered
and sealed.

Several million of the new bills are being distributed to banks throughout
the United States, through the Federal Reserve banks.

—_———

Gold Receipts by Mints and Assay Offices During Week
of Dec. 6—Imports Totaled $115,366,409

‘Gold in the amount of $118,457,411.96 was received by the
mints and assay offices during the week of Dec. 6, it was
announced by the Treasury on Dec. 9. The Treasury
indicated that of the amount received $115,366,409.29 was
imports, $505,936.58 secondary, and $2,585,066.09 new
domestic.
fe The amount of gold received during the week of Dec. 6
‘py the various mints and assay offices is shown in the follow-
ing tabulation issued by the Treasury:

New
Domestic

$564.27
71,500.00

Imports
$24,071.71
--- 114,650,900.00
Ten 658,918.51
32,519.07

Secondary
$171,610.64
192,800.00
60,250.38  1,199,648.75
29,054.10 672,488.72
36,300.23 212.12
15,912.23 640,652.23

$505,936.58 $2,585,066.09

Philadelphia
New York
San Francisco..

Total for week ended Dec, 6 1935..8115,366,409.29
P

$188,068 of Hoarded Gold Received During Week of
Dec. 4—$40,938 Coin and $147,120 Certificates

Receipts of gold coin and gold certificates during the week
of Dec. 4 by the Federal Reserve banks and the Treasurer’s
office, according to figures issued by the Treasury Depart-
ment on Dec. 9, amounted to $188,057.78. Total receipts
since Dec. 28 1933, the date of the issuance of the order
requiring all gold to be returned to the Treasury, and up to
Dec. 4, amounted to $134,092,981.13. Of the total re-
ceived during the week of Dee. 4, the figures show $40,-
037.78 was gold coin and $147,120 gold certificates. The
total receipts are shown as follows:

Gold Coin Gold Certificates

$142,220.00
100,377,390.00

$30,997,115.13  $100,519,610.00

$4,900.
266,256.00 2.305,100.%

Total to Dec. 4 $266,256.00 $2,310,000.00
Note—Gold bars deposited with the New York Assay Office In the amount of
$200,572.69 previously reported.
+— .

Receipts of Newly-Mined Silver by Mints and Assay
Offices from Treasury Purchases Totaled 748,395.85
Fine Ounces During Week of Dec. 6

In accordance with the President’s proclamation of Dec. 21

1933, which authorized the Treasury Department to absorb

at least 24,421,410 fine ounces of newly mined silver annually,

Recelved by Federal Reserve banks:
Week ended Dec. 4
Recelved previously

$40,937.78
30,956,177.35

Total to Dec. 4
Recelved by Treasurer's Otfice:
Week ended Dec. 4
Recelved previously

itized for FRASER

/lfraser.stlouisfed.org/

Chronicle 3779

the Department during the week of Dec. 6 turned over
748,395.85 fine ounces of the metal to the various mints.
A statement issued by the Treasury on Dec. 9 showed that
of this amount 161,660 fine ounces were received at the
Philadelphia Mint, 568,593.96 at the San Francisco Mint,
and 18,141.89 fine ounces at the Mint at Denver.

The Treasury’s statement of Dec. 9 indicated that the
total receipts from the time of the issuance of the proclama-
tion and up to Dec. 6 were 56,943,000 fine ounces. Refer-

ence to the President’s proclamation was made in our issue
of Dec. 31 1933, page 4441.

The total weekly receipts since the beginning of 1935 are
as follows (we omit the fractional part of the ounce):
Week Ended— Ounces
1935—

Ounces
509,502

Week Ended— Ounces
19

5—

Week Ended—
1935—
Jan. May 173,900 | Aug. 30
May 30
May
May
May
June
June
June
June
July
July
July
July
Aug.
Aug.
. 19 Aug.
Apr. Aug.

In our issue of Oct. 19, page 2518, we gave the weekly
receipts during the year 1934.
—_———

Silver Transferred to United States Under Nationaliza-
tion Order During Week of Dec. 6 Amounted to
3,141.37 Fine Ounces

Announcement was made by the Treasury Department on

Dee. 9 that 3,141.37 fine ounces of silver were transferred to

the United States during the week of Dec. 6, under the

Executive Order of Aug. 9 1934, nationalizing the metal.

Total receipts since the order of Aug. 9 (given in our columns

of Aug. 11 1934, page 858) was issued, amount to 113,030,-

905.21 find ounces, the Treasury announced. During the

week of Dec. 6 the silver, according to the Treasury’s state-

ment, was received as follows by the various mints and
assay offices.

957,288
748,396

Philadelphia.

San Francisco..

Total for week ended Dec. 6 1935 3,141.37

Following are the weekly receipts since the beginning of
1935 (the fractional part of the ounce is omitted):

Week Ended— Fine 0zs. Week Ended— Fine 0zs. Week Ended— Fine 0zs.

1935— 1935— 19
Jan. May 3
Jan. May
Jan. May
May
May
June
June
June
June 2
July
July
July

- 50,259 3,008
Figures from the time of the issuance of the order of
Aug. 9 1934 and up to Dec. 28 1934 were given in our 1ssue

of Oct. 19, page 2518.
——————

President Roosevelt Concludes Holiday at Warm
Springs, Ga.—Back in Washington, Prepares for
Congress Opening Jan. 3—Budget and Relief
Problems Occupy Time—Pledges Continuance of

CccC

President Roosevelt returned to the White House on
Dec. 10, prepared for three weeks of work on the budget and
relief questions before the opening of Congress on Jan. 3.
The President concluded his holiday at Warm Springs, Ga.,
on Dec. 8 and traveled into the Middle West, where he de-
livered speeches at Chicago and at South Bend, Ind. Those
addresses are referred to in detail elsewhere in this issue of
the “Chronivle.” Before leaving Warm Springs, the Presi-
dent on Dec. 7 visited a nearby Civilian Conservation Corps
;amp, which he commended as a “really historic” post, since
it was one of the first CCC establishments set up under the
employment relief program. The President’s remarks on
this occasion were described as follows in a Warm Springs
dispatch of Dec. 7 to the New York “Herald Tribune”:

Taking cognizance of concern in this section over discontinuance of this
camp upon completion of its current work program, he expressed the hope
that he could “find enough work to keep this camp going another two
years.”

' Hopes to Retain CCC

“I want to say a word about the good you are doing for other people,” he
continued. ‘“You are rendering a real eervice to this community and State.
It is permanent work which will be useful to the generations to come. That
is one reason why the people of the country believe in the CCC.

“Ag times get better, we will manage somehow to dig up money in the
Treasury to keep the CCC going as a permanent institution.”
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After reporting President Roosevelt's return to Washing-
ton, Associated Press advices of Dec. 10 from that city said:

The budget occupied much of Mr. Rocsevelt’s time at Warm Springs, Ga.,
during his annual Thanksgiving visit which lasted from Nov. 20 until he
left for yesterday’s speech in Chicago. Representative Buchanan, Democrat,
of Texas, the Chairman of the House Appropriations Committee, was a visitor
there and returned to urge a plan to bring the 1937 budget to within $500,-
000,000 of balancing, as compared with this year’s estimated deficit of
$3,281,000,000. But relief continued a doubtful factor. Mr. Buchanan said
that if Mr. Roosevelt asked more funds for direct relief, it would not be
more than $1,000,000,000. The President has said that the relief estimates
will be the last to go into his budget message.

On Dec. 11 a decrease in expenditures for Federal relief,
after this fiscal year ends June 30, was forecast by President
Roosevelt and some leading members of Congress, according
te a Washington dispatch (Dec. 11) to the New York “Times,”
which also said, in part:

Mr. Roosevelt, who has been reticent on this subject despite indications
that he planned to prune the “extraordinary budget” as much as possible,
told school superintendents from 36 States who called on him at the White
House that the Administration was trying to cut down the budget and keep
relief expenditures as low as possible.

Meanwhile, Chairman Buchanan of the House Appropriations Committee
and several other Congress members exhibited in interviews a rising feeling
against further large appropriations for relief.

Mr. Bunchanan said:

“There won’t be any relief appropriation as far as I am concerned. There
has been too much dole now, and the sooner we get out of it the better,
whatever conclusions the step may cause. The job of caring for the unem-
vloyed should be turned back to the States, which have the primary
responsibility.”

Hope to Make Funds Last

Other committee members, including Democrats and Republicans, declared
that steps should be taken to make the present $4,000,000,000 work relief
fund last well into the next fiscal year.

The protest against spending further large sums for relief was stronger
among House members than Senators, although none of the latter who were
approached to-day favored continuation of light construction of the Works
Progress Administration type. . . .

Mr. Buchanan expressed belief that about $50,000,000 for publiec buildings
and works would be appropriated during the new Congressional session, but
he thought that this would not be turned over to Secretary Ickes’s PWA for
disbursal, but would be spent through regular governmental channels. . . .

President Backs More School Aid

In his talk to the school superintendents, who had come to pay a courtesy
call, Mr. Roosevelt dwelt in some detail on the aid to educational work given
from relief funds, an allocation which the President smilingly stated had been
made by stretching the law a bit. He planned to continue to stretch
the law.

The first stretching was done, he said, to provide Federal funds for the
building and repairing of schools, then the National Youth Administration
was authorized to use funds in helping boys and girls to continue their
education. Finally, funds were given for the employment of 43,000 teachers
under the relief program.

As a result of this work in one field alone, Mr. Roosevelt said, 500,000
adults were taught to read and write.

While the Administration was trying to cut down the relief budget, Mr.
Roosevelt added, a great many things could be done for education.

—_——

President Roosevelt at Convention of American Farm
Bureau Federation Defends Administration’s
Farm Policies—Canadian Trade Agreement Cited
as Bringing Gains to Agriculture and Increasing
Trade with Dominion—Gold Medal of Federation
Presented to President

Defending the Administration measures in behalf of
agriculture, President Roosevelt, addressing the convention
in Chicago on Deec. 9 of the American Farm Federation
Bureau, declared that “what you wanted and what you and
I have endeavored to achieve was to put an end to the
destructive forces that were threatening American agri-
culture.”” The President added:

We sought to stop the rule of tooth and claw that threw farmers into
bankruptcy, or turned them virtually into serfs, forced them to let their
buildings, fences and machinery deteriorate, made them rob their soil
of it’s God-given fertility, deprived their sons and daughters of a decent
opportunity on the farm. To those days, I trust, the organized power
of the nation has put an end forever.

The President went on to state that “I say the ‘organized
power of the nation’ advisedly, because you and I as Ameri-
cans who still believe in our republican form of eonstitutional
government know, as a simple fact, that 48 separate sovereign
States, acting each one as a separate unit, never were able
and never will be able to legislate or to administer individual
laws adequately to balance the agricultural life of a nation
IS{(i) glrre,z,xtly dependent on nationally grown crops of many

nds.

Referring to the “five years preceding the beginning of
the World War,” as “‘years of fair prosperity in this country,’”
the President said:

They were the last years before the widespread disturbance caused by
the World War took place in our economic life. And measured by the
figures built upon this standard, the relative purchasing power of the
farmer had fallen to less than 50% of normal in early 1933,

I promised to do what I could to remedy this, and without burdening
you with unnecessary figures, let the record say that a relative purchasing
power of below 50% has now moved up to-day to better than 90%. As
I have pointed out before, this rise in farm prices has meant a very sub-
stantial improvement in the farm income of the United States. The
best available figures show that it has increased nearly $3,000,000,000 in
the past 214 years.

The President went on to say that “this buying ‘power
has been felt in many lines of business”, and added:

Outstanding among these is the farm equipment industry, in which
employment jumped from 27% of the average in October 1932 to 116 %
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in October 1935. In the motor car industry, which has found some of
its best markets on farms and in small towns, over the same three-year
span employment has increased from 42% to 105%. These simple figures
show how industrial employment in the cities has been benefited by the
improvement in the farmers' condition.

According to the President, ‘“lifting prices on the farm
up to the level where the farmer and his family can live is
opposed chiefly by the few who profited heavily from the
depression.” It is that type of political profiteer,” he
asserted, “who seeks to discredit the vote in favor of a
continued corn-hog program by comparing your desire for
a fair price for the farmer to the appetite of hogs for corn.”

“Yet,” he added, “I know that the great masses of city
people are fair-minded . . . and I believe with all my heart
that millions of these city people, struggling back toward
better days, resent the attempts of political advantage
seekers and profiteers to heap ridicule upon the recovery
efforts that all of us are making.”

The President made the statement that ‘‘dispensers of
discord are saying that farmers have been victimized by
the new reciprocal trade agreement with Canada and are
painting pictures of a great flood of imports of farm products
rushing across the border.” “Agriculture, far from being
crucified by this agreement,” said the President, “actually
gains from it,” and he asserted that “we believe . that
the general increase in our trade with Canada, including the
exports of our factories, will so add to the purchasing power
of hundreds of thousands of wage earners that they will be
able to spend far more than they do to-day for the products
of our own farms, our own forests and our own fisheries.”

In its Chicago dispatch Dec. 9 the New York ‘‘T'imes,”
noting the presentation of a gold medal to the President by
the Federation, said:

Speaks as AAA Case Is Heard

Mr. Roosevelt spoke in this nerve centre of American agriculture at
about the time the Supreme Court in Washington began hearing arguments
on the constitutionality of Agricultural Adjustment Administration pro-
cessing taxes, which are the backbone of the Administration's program.

The President took no official notice of this parallel and made no legalistic
bresentation, but he carasfully constructed a picture of conditions of “‘inter-
dependence'’ between agriculture and industry which left no doubt of
his intention, in the event that the Supreme Court should overthrow the
AAA, to bring forward a substitute program.

Immediately after his address President Roosevelt received from the
hands of Edward A. O'Neal, President of the Federation, a gold medal,
the organization's highest honor conferred on persons who have con-
tributed to the welfare of American agriculture. Although 13 other
persons have received this “award for distinguished and meritorious ser-
vice," Mr. Roosevelt was the first President to be so honored.

The President went immediately to the amphitheatre upon alighting
at 9.45 from a special train which brought him overnight from Warm
Springs, Ga., where he had spent a holiday of more than two weeks, and
after a one-minute introduction by Mr. O'Neal, launched into his speech.

Mayor Entertains President

Close by the President while he spoke was Mayor Edward A. Kelly
of Chicago, who entertained him immediately after the address at a steak
luncheon in the Saddle and Sirloin Club, close by the hall. Also present
was Governor Henry Horner of Illinois. Among those who came here to
meet the President were Postmaster-General Farley, Secretary Wallace
and Frank J. Walker, Chairman of the National Emergency Council.

At the conclusion of the luncheon, at 12.30 p. m., Mr. Roosevelt again
boarded his train to go to South Bend, Ind., where this afternoon he
attended a special convocation at Notre Dame University commemorating
the establishment of the Commonwealth of the Philippine Islands and
received an honorary degree.

The President’s address at Notre Dame University_is
referred to under another head in this issue. We give
herewith his speech before the American Farm Bureau
Federation: .

Three years ago in addressing the farmers of the nation, I reminded
them that the economic life of the United States is a seamless web. This
Wwas a means of illustrating the great dependence of each economic unit
in the nation upon every other unit. Farm prosperity cannot exist without
city prosperity, and city prosperity cannot exist without farm prosperity.

It is therefore especially appropriate for you, as representatives of the
farmers of the nation, to mszet here in this great metropolis of the Middle
West—here in Chicago where the interests of agriculture are interwoven:
Wwith the interests of other industries serving the nation's needs. Here
is a common meeting ground of agriculture, transportation, industry and
labor.

Only a few generations ago interdependence between agriculture and
industry was not in any way as great as it is to-day; but now your welfare
depends in part on what you in the country do and in large part on what
beople do in the cities as well.

Your own experience of three and four years ago doubtless brings all
of this vividly to your minds. Your sufferings—those sufferings of rural
America—were not because you were not producing—for your granaries
and storechouses were bursting with the products of your labor—but because
things in city and country had both got out of balance and purchasing
Power had declined to the point where people in the cities did not have
the money to buy farm produce and people on the farms did not have the
money to buy city products.

Two things were at that time especially clear. First, that because of
almost unbelievably low prices for farm products the growers of these
products could not meet their indebtedness, could not pay their taxes
and could not meet the living expenses of their families.

The other fact was that in most major crops a constantly accumulating
surplus had reached such absurdly high levels that crop price levels could
not possibly rise until something was done to cut down to a reasonable
level the bulging surplus which overhung the market.

For these reasons the recovery program that this Administration pro-
posed and that Congress enacted was a many-sided one. The Adminis-
tration and the Congress that took office in March 1933 recognized that
the emrgency they faced then came from many causes and endangered
the life of many groups.

Consequently, it put the power of government behind not only railroads
and banks but the industrial workers of the nation, the farmers, the small
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home owners, the unemployed and the young people who suffered from
utter lack of opportunity.

It was a great emergency and it required swift action.
inevitable because it was a new field.

It was inevitable, too, that time had to elapse before results were fully
felt. When the many cells of our economic life were dying for lack of
the blood of purchasing power, it took time, after fear had begun to subside,
for new, vital purchasing power to be diffused once more.

But that life is coming back—buoyant, happy life—we need no evidence
beyond what we see and hear around us.

Justice and old-fashioned common sense demanded that in the building
of purchasing power we had to start with agriculture. I knew enough of
the problems of the men and women who were partners with the soil to
realize the depth of their suffering and the ®xtent of their need back there
in 1932 and early 1933. I knew the pangs of fear and moments of re-
joicing that come to the farmer as the harvest frowns or smiles.

And I realize the almost equally crushing sense of futility that comes to
a farmer when, after months of toiling from morning to night, he reaps
a bumper crop, only to see the price fall so low that it scarcely pays him
to take his crop to market.

Mistakes were

Involuniary Speculation of Farmer

One of the greatest curses of American life has been speculation. I
do not refer to the obvious speculation in stocks and bonds and land booms.
You and I know that it is not inherently a good thing for individuals in
any nation to be able to make great fortunes by playing the market without
the necessity of using much in the way either of toil or of brains; their tools
are a little capital and a good deal of luck.

The kind of speculation I am talking about is the involuntary speculation
of the farmer when he puts his crops into the ground. How can it be
healthy for a country to have the price of crops vary 300 and 500 and 700%
all in less than a generation?

If you invest your savings or your capital in what you consider a wholly
safe investment, which will conserve your principal so that you will still
have that principal intact after 10 years or 20 years or 30 years, you are
naturally aghast if the value of that investment drops 50%. Equally,
when you make the investment you do not expect the principal suddenly
to increase 50% in value.

And yet, we have shrugged our shoulders when we have seen cotton
run up and down the scale between 414 cents and 28 cents; wheat run
down and up the scale between $1.50 and 30 cents—corn, hogs, cattle,
potatoes, rye, peaches—all of them fluctuating from month to month and
from year to year in mad gyrations, which, of necessity, have left the
growers of them speculators against their will.

“Organized Power of Nation' in Behalf of Agriculture

The measures to which we turned to stop the decline and rout of American
agriculture originated in the aspirations of the farmers themselves expressed
through the several farm organizations. I turned to these organizations
and took their counsel and sought to help them to get these purposes
embodied in the law of the land.

‘What you wanted and what you and I have endeavored to achieve was
to put an end to the destructive forces that were threatening American
agriculture. We sought to stop the rule of tooth and claw that threw
farmers into bankruptey or turned them virtually into serfs, forced them
to let their buildings, fences and machinery deteriorate, made them rob
their soil of its God-given fertility, deprived their sons and daughters
of a decent opportunity on the farm. To those days, I trust, the organized
power of the nation has put an end forever.

I say ‘‘the organized power of the nation'' advisedly, because you and
I as Americans who still believe in our republican form of constitutional
government know, as a simple fact, that 48 soparate sovereign States,
acting each one as a separate unit, never were able and never will be able
to legislate or to administer individual laws adequately to balance the
agricultural life of a nation so greatly dependent on nationally grown crops
of many kinds.

As a first step, organized agriculture pointed out that it was necessary
to bring agriculture into a fair degree of equality with other parts of our
economic life. For so long as agriculture remained a dead weight on
economic life, sooner or later the entire structure would crash. We used
for temporary guidance the idea of parity between farm prices and in-
dustrial prices.

As you know, the figures that we used to determine the degree to which
agricultural prices had fallen in relation to other prices were based upon
the figures of 1909 to 1914. This was a fairly satisfactory way of measuring
our efforts.

Those five years preceding the beginning of the World War were years
of fair prosperity in this country. They were the last years before the
widespread disturbance caused by the World War took placz in our economic
life. And measured by the figures built upon this standard, the relative
purchasing power of the farmer had fallen to less than 50% of normal
in early 1933.

Rise in Farm Prices Viewed as Benefitting Many Lines of Business

I promised to do what I could to remedy this, and without burdening
you with unnecessary figures let the record say that a relative purchasing
power of below 50% has now moved up to-day to better than 90%.

As I have pointed out before, this rise in farm prices has meant a very
substantial improvement in the farm income of the United States. The
best available figures show that it has increased nearly $3,000,000,000
in the past 214 years.

This buying power has been felt in many lines of business. Outstanding
among these is the farm equipment industry, in which employment jumped
from 27% of the average in October 1932 to 116% in October 1935. In
the motor car industry, which has found some of its best markets on farms
and in small towns, over the same three-year span employment has in-
crease from 42% to 105%. These simple figures show how industrial
employment in the cities has been benefited by the improvement in the
farmers' condition.

Increasing payrolls in the farm equipment and automobile industries
in turn are stimulating other lines. Only a few days ago I noted an item
in the papers which I thought very significant. It told of increased
activity in the textile mills. One reason, said the newspaper accuont, was
the demand for textiles in the manufacture of automobiles.

There you have the complete chain. The cotton-growing South, with
more money to spend, buys new automobiles. I'he automobile makers
buy more cotton goods from manufacturers in the Northeast and these
manufacturers in turn go into the market for more cotton. Goods are
moving again, and as goods are moving, so is money moving once more,
and as it flows, millions of farm and city families are getting a bigger
share of the national income.

I think it is safe to say that although prices for farm products show
many increases over depression lows, the farm program instead of burdening
consumers as a group has actually given them net benefits.

There are individuals whose incomes have not risen in proportion to
the rise in certain food prices, but at the same time the total net income
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of city dwellers is several billion dollars higher than in 1932, and I think
you will agree with me that bargain prices for food in 1932 were little
consolation to people in cities with no income whatsoever.

Though food prices in the cities are not on the average as high as they
were, for example, in 1929, yet they are in many cases too high. It is
difficult to explain why, in many cases, if the farmer gets an increase for
his food crop over what he got three years ago, the consumer in the city
has to pay two and three and four times the amount of that increase.

Lifting prices on th2 farm up to the level where the farmer and his
family can live is opposed chiefly by the few who profited heavily from
the depression. It is they and their henchmen who are doing their best to
foment city people against the farmers and the farm program. It is that
type of political profiteer who seeks to discredit the vote in favor of a
continued corn-hog program by comparing your desire for a fair price for
the farm to the appetitie of hogs for corn.

Yet I know that the great masses of city people are fair-minded. They,
like yourselves, suffered deeply from the depression, and I believe with all
my heart that millions of these city people, struggling back toward better
days, resent the attempts of political advantage seekers and profiteers to
heap ridicule upon the recovery efforts that all of us are making.

Canadian Trade Agreement

Some of the same type of individuals and groups also are trying to stir
up farmers against other phases of the broad recovery program. Dispensers
of discord are saying that farmers have been victimized by the new recip-
rocal trade agreement with Canada, and are painting pictures of a great
flood of imports of farm products rushing across vhe border.

Just as I am confident that the great masses of city people are fair-
minded, so I am sure that the greav majority of American farmers will be
fair in their judgment of the new trade agreement.

If_the calamity howlers should happen to be right, you have every
assurance that Canada and the United States will join in correcting in-
equalities, but I do not believe for a single moment that the calamity howlers
are right.

Agriculture, far from being crucified by this agreement, as some have
told you, actually gains from it. We export more agricultural products to
Canada than we have imported from her. We shall continue to do so for the
very simple reason that the United States, with its larger area of agricul-
tural land, its more varied climate and its vastly greater population, pro-
duces far more of most agricultural products, including animal products,
vegetables and fruits, than does Canada. In tne case of tne few reductions
tnat have been made, quota limitations are set on the amount that may
be brought in at the lower rates.

On the other side of the picture, we believe, and most unbiased men
believe, that the general increase in our trade with Canada, including the
exports of our factories, will so add to the purchasing power of hundreds of
tnousands of wage-earners that they will be able to spend far more than
they do to-day for the products of our own farms, our own forests and our
own fisheries.

Greater trade is merely another word for more production and more
employment. The proof of this particular pudding is in the eating; the
best way to judge tne new accord is to observe now it works out. Analyze
and remember the source and the motives of the objections. Remember,
too, the old saying, ‘It all depends on whose baby has the measles."

But the success that nas attended and is attending our efforts to stem
the depression and set the tide running the other way cannot blind us to
the necessity of looking ahead to the permanent measures which are neces-
sary to a more stable, economic life. We are regaining a more fair balance
among the groups that constitute the nation and we must look to the
factors that will make that balance stable.

The thing we all are seeking is justice in the common-sense interpre-
tation of that word—the interpretation that means *‘do unto your neighbor
as you would be done by."

That interpretation means justice against exploitation on the part of
those who do not care much for the lives, the happiness and the prosperity
of their neighbors.

The nation applauds the efforts of its agencies of government to deal
swiftly with kidnappers, gangsters and racketeers. That is justice.

The nation applauds the efforts of its agencies of government to save
innocent victims from wildcat banking, from watered stocks, and from all
other kinds of “‘confidence games.” That is justice.

Tne nation applauds the efforts of government to obtain and to maintain
fair rewards for labor, whetner it be tne labor of the farmer or the labor of
the factory worker or the labor of the white-collar man, That is justice.

The nation applauds efforts, through the agencies of government, to
give a greater social security to the aged and to the unemployed, to improve
health, and to create better opportunities for our young people. That, too,
is justice.

Sees Progress Through Justice

In this quest for justice we have made progress. It is a lasting progress
because the people of the nation have learned more about effective co-
operation in the past two and a half years than in the previous 25 years.
We understand more than ever before what that term ‘‘the seamless web'
means.

We seek to balance agriculture and we have made great strides. But in
balancing agriculture we know that it must be in balance not alone with
itself, but with industry and business as well—that the producing public
must give consideration to the consuming public.

Year by year as we go on many details, many problems will need to be
analyzed and solved. Agriculture and industry and business are in over-
whelming majorities co-operating for a common justice as never before.

In these present days we have seen and are seeing, not a rebirth of material
prosperity alone; of greater significance to our national future is that spiritual
reawakening, that deeper understanding that has come to our land.

We who strive to dispel the bitterness and the littleness of the few who
still think and talk in terms of the old and utter selfishness, we are working
toward the destruction of sectionalism, of class antagonism and of malice.

‘We who strive for co-operation among all parts of our greatv population
in every part of the nation, we intend to win through to a better day. We
strive for America, and if we shall succeed, as by God's help we will.
America will point the way toward a better world.

—_—

President Roosevelt Declares United States Has No
Intention of Getting “Mixed Up” in Wars of Rest
of World—Remarks at Chicago Luncheon at Saddle
and Sirloin Club

At a luncheon in Chicago, on Dec. 9, given at the Saddle
and Sirloin Club, President Roosevelt took occasion to state
that “we have no intention of getting mixed up in the wars
of the rest of the world.” His remarks at the luncheon were
exltemporaneous, and as officially made public were as
follows:
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Mayor Kelly, Governor Horner, My Friends:

It was a very generous welcome you have given me. I have had a most
delightful stay. I wish it were longer and that the train were not going
in 10 minutes, but if I had stayed longer the Postmaster-General and I
would have asked for just one more steak.

One of my greatest responsibilities in Washington is looking after the
figures of the members of the Cabinet.

I am glad the Mayor has spoken as he has about Chicago, but there is a
great deal more he could have said—Chicago, more than almost any other
city in the country, is a veritable crossroads—a place where all the elements
of the nation meet. The stockyards form one of the focal points of that
crossroads. That is why the people of this great city have as good an
opportunity as any people in the nation to see a cross section of the nation.
You see the industrial factors, the labor factors, the agricultural factors,
the transportation factors.

As you know, we are trying to weld all those factors into a more unified
whole. We are trying to prevent any one of them from growing at the
expense of the other. We want all of them to grow in the same proportion,
with that proportion based, of course, on the needs of the whole country.

Up to recently we were, in a large sense, a pioneering nation, trying out
many new fields of endeavor in virgin territory. That is why some of
the things that are being attempted by government—not just the government
in Washington, but also the State and city governments—are concerned
with new problems, new problems that have come with the rounding out
of the nation.

I suppose, to use a very simple example, that I am working personally
on a problem which will affect Chicago. Down in Georgia I have a few
acres of very cheap land, and on that land I am trying to grow beef
cattle. That is one of the things that shows that we in this country are
developing new lines of thought. Probably my beef cattle will never see
Chicago, but, to carry the illustration a little further, think what has been
done with cattle and hogs. Think of the livestock of the United States a
hundred years ago. Stack up any of the beef cattle or any of the hogs
of that period against the average run that you get in this city every day.
We have shown over that period of years that we can round out cattle and
hogs through unified national effort. We have improved the breed and we
are continuing to improve the breed—not only of livestock but of human
beings as well.

We are seeking to give certain advantages to a whole lot of people in this
country who are underprivileged. And the simple way of describing what
we—the government of all kinds throughout the country—are trying to do
is simply to try to help the underprivileged, because by helping them we
know that we will also help those people who have more of the good things
of life.

I am very proud of the people as a whole, regardless of party, though I
suppose in a campaign year a lot of people will not think so. But it actually
goes deeper than mere party—it goes down to some of the basic things
that we in the greatest country in the world are trying to do for humanity.
In doing it, in helping ourselves make our own country better, we are
doing the only thing we can possibly do to help the rest of the world.

You and I know that we have no intention of getting mixed up in the
wars of the rest of the world, so about the only thing that is left for us to
do is to set for them an example, with the hope that when they see the
road we are traveling as a great nation of 125,000,000 people, they will stop
their local and their international quarrels and squabbles and take a leaf
out of the notebook of Lhe United States.

I want to tell you all agein how happy I am to have been here to-day.
This has been a wonderful gathering—both the one of the farmers and this
gnc where I see so many distinguished citizens of this great city and great

tate.

I love to come to Chicago. I have been here, as you know, many times
before, and I am coming back again very soon.

—_—

President Roosevelt Upholds Right of Religious Free-
dom—Says This Nation Has Always Championed
Liberty of Conscience—Speaks at Notre Dame
University After Receiving Honorary Degree—
Praises Act Granting Philippine Independence

Freedom of education and freedom of religious worship are
the supreme “rights of man” which must be upheld by every
civilized nation, President Roosevelt declared on Dec. 9 in an
address at a special convocation at Notre Dame University,
at South Bend, Ind. Mr. Roosevelt spoke after he had been
awarded an honorary degree of Doctor of Laws in recognition
of his achievements as President, and particularly for his
part in granting independence to the Philippine Islands. A
similar degree was also awarded to Carlos P. Romulo, Philip-
pine editor and leader in the independence movement. The
President devoted much of his address to the Philippines,
whose independence, he said, was rooted in the Declaration
of Independence of the United States, where the rights of
man were specifically championed.

The President quoted George Mason, who said in the Vir-
ginia Declaration of Rights, that “all men are equally en-
titled to the free exercise of religion according to the dictates
of conscience.,” The United States, Mr. Roosevelt said, has
always held forth “this great torch of liberty or human
thought, liberty of conscience.” That principle will always
be followed, he promised, and he praised the Philippine Com-
monwealth for also championing the same rights before the
world. Tributes to the President were said by George Car-
dinal Mundelein, Archbishop of Chicago (who introduced the
President), and the Rev. John F. O'Hara, President of the
University.

The texts of the citations for degrees follow :

THE PRESIDENT

““On a leader and ruler who, with faith and invincible courage when other
brave men were faltering, took the reins of government at a crisis which
threatened with collapse and chaos the centuried civilization and institu-
tions of our country and the rest of the world, and who is now by achieve-
ment even more than by official position the First Citizen of our Republic
—the Honorable Franklin Delano Roosevelt, President of the United States.”

MR. ROMULO
“On an eminent Catholic journalist, orator, educator and public servant,

who has had a leading part in the establishment of the newest nation, a
man who by his convinecing championship of Christian principles has won
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the confidence and support of his people—the Hon. Carlos Pena Romulo of
Manila, Philippine Islands.”

According to a dispatch from South Bend to the New York
“Times” the visit by the President was made the occasion for
a welcome by high State officials and the city of South Bend,
most of whose 100,000 citizens seemed to have massed on the
sidewalks to see and cheer Mr. Roosevelt as he was driven
over a route of four miles from the railroad station to the
University.

The President’s address follows:

In acknowledging the honor which through the granting of this Degree
the University of Notre Dame confers upon me, I wish first personally to
thank your President, the Very Reverend John F. O’Hara, and all the
members of your faculty. I deeply appreciate the honor and the accompany-
ing citation. One in public life learns that personally he can never be
worthy of the honors that come to him as an official of the United States.
But it is equally true that I am most happy to be so honored. The honor
places upon me an additional obligation to try to live up to the citation—
both for the sake of my country and as a new Alumnus of the University
of Notre Dame. I am glad to take part in this special convocation called
to honor the new Commonwealth of the Philippines.

Almost 40 years ago the United States took over the sovereignty of the
Philippine Islands. The acceptance of sovereignty was but an obligation
to serve the people of the Philippines until the day they might themselves
be independent and take their own place among the nations of the world.

We are here to welcome the Commonwealth. I consider it one of the
happiest events of my office as President of the United States to have signed
in the name of the United States the instrument which will give national
freedom to the Philippine people.

The time is not given me to recite the history of those 40 years. That
history reveals one of the most extraordinary examples of national co-operation,
national adjustment and national independence the world has ever wit-
nessed. It is a tribute to the genius of the Philippine people. Subject to
the government of a country other than their own, they generously adjusted
themselves to conditions often not to their liking; they patiently waited;
they forfeited none of that freedom which is natively theirs as a people,
and which they have so definitely expressed with due regard for fundamental
human rights in their new constitution.

We have a clear right also to congratulate ourselves as a people because
in the long run we have chosen the right course with respect to the Philippine
Islands. Through our power we have not sought our own. Through our
power we have sought to benefit others.

Both Nations Respect Rights of Men

That both nations kept to the policy leading to this most happy result
is due to the fact that both nations have the deepest respect for the
inalienable rights of man. These rights were specifically championed more
than a century and a half ago in our own Declaration of Independence.
Those same rights are championed in the new Constitution of the Philippine
Commonwealth,

There can be no true national life either within a nation itself or between
that nation and other nations unless there be the specific acknowledgment of,
and the support of organic law to, the rights of man. Supreme among
those rights we, and now the Philippine Commonwealth, hold to be the
rights of freedom of education and freedom of religious worship.

This University from which we send our welcome to the new Common-
wealth exemplifies the principles of which I speak. Through the history
of this great Middle West—its first explorers and first missionaries—Joliet,
Marquette, De La Salle, Hennepin—its lone eagle, Father Badin, who is
buried here—its apostolic Father Sorin, founder of Notre Dame University—
its zealous missionaries of other faiths—its pioneers of varied nationalities—
all have contributed to the upbuilding of our country because all have sub-
seribed to those fundamental principles of freedom—freedom of education,
freedom of worship.

Long ago, George Mason in the Virginia Declaration of Rights voiced
what has become one of the deepest convictions of the American people:

“Religlon, or the duty which we owe to our Creator, and the manner of discharging
it, can be directed only by reason and conviction, not by force or violence, and
therefore all men are equally entitled to the free exercise of religion according to the
dictates of conscience."

In the conflict of policies and of political systems which the world to-day
witnesses, the United States has held forth for its own guidance and for the
guidance of other nations if they will accept it, this great torch of liberty
of human thought, liberty of human conscience. We will never lower it.
We will never permit, if we can help it, the light to grow dim. Rather
through every means legitimately within our power and our office, we will
seek to increase that light, that its rays may extend the farther, that its
glory may be seen even from afar.

Every vindication of the sanctity of these rights at home; every prayer
that other nations may accept them, is an indication of how virile, how
living they are in the hearts of every true American.

Of their own initiative, by their own appreciation, the Philippine Com-
monwealth has now also championed them before the world. Through the
favor of Divine Providence may they be blessed as a people with prosperity.
May they grow in grace through their own Constitution to the peace and
well-being of the whole world.

Continued Aid for Blind Pledged by President Roose-
velt—Says Blind Have “Splendid Vision’” in All
but Physical Sense

President Roosevelt on Dec. 5 pledged the government to
continue its co-operation of the work for the blind. Speak-
ing by telephone from Warm Springs, Ga., on the oceasion
of the opening of the new building of the American Associa-
tion for the Blind, in New York City, Mr. Roosevelt con-
gratulated the blind on their “splendid vision” in all but the
physical sense. In speaking of those who are “handicapped
by lack of vision,” the President said that he meant “handi-
capped in a purely physical sense, for they certainly have
splendid vision in every other way.” Other features of the
ceremony are noted below, as described in the New York
“Herald Tribune” of Dec. 6:

The President expressed appreciation for his acquaintance with Miss Helen
Keller, M. C. Migel, President of the foundation, and Robert B. Irwin, its
Executive Director.

The building was the gift of Mr. Migel, a patron of the blind for 40 years.
Its cost was estimated at about $90,000, exclusive of the land. Mr. Migel
turned the key of the building over to Mr. Irwin, saying that giving was a
selfish pleasure and that he deserved no thanks.

igitized for FRASER
tp://fraser.stlouisfed.org/




Volume 141

Dr. Otis W. Caldwell, a member of the Executive Committee, followed
with a statement of the many accomplishments of the fundation, including
distribution of braille typewriters and 4,489 radio sets to blind persons, and
scholarships amounting to $33,643.

Harvey D. Gibson, Treasurer of the fund, described the Helen Keller
Memorial Room, and Miss Keller responded, thanking Mr. Migel for his gift.

“Here the blind will find the things they most long for,” she said,
“friends, expert advice and the comforting sense that someone cares about
them and wants to make their world happier and more livable.”

e

National Campaign Begun for Abolition of Slums—
“First Houses” Dedicated in New York City—
President Roosevelt Hails Resettlement Project in
Pine Mountain Valley (Georgia)

At a luncheon meeting of the National Public Housing
Conference, held at the Hotel Commodore, New York on
Dee. 3, a national campaign was started for the abolition of
slums and for increased Federal aid to promote low-cost
housing. The speakers at the meeting included Mrs.
Franklin D. Roosevelt, United States Senator Robert F.
Wagner, of New York, and Mayor La Guardia, of New
York City. They offered their full support of the plan,
stressed the need for further Federal assistance, and out-
lined plans for legislation by the next session of Congress
to promote the movement.

The meeting followed the dedication on Dee. 3 of “First
Houses,” at Avenue A and East 3rd Street, New York City’s
experiment in slum clearance with Government funds and
relief labor. In a telegram read at the dedication ceremonies,
President Roosevelt said:

Congratulations on the opening of First Houses by the New York City
Housing Authority. I am sorry that I cannot be with you to see in person
this answer to the great national need for better American homes and
housing conditions.

In the New York “Times’” of Dee. 4 it was stated:

Governor Lehman, Mayor La Guardia, Mrs. Roosevelt and others in
public life united in acclaiming this first low-cost housing project built
with government funds by a government Housing Authority. TIhey
declared it a first step in a new policy of home building for low-income
groups by government agencies.

Mrs. Roosevelt, after remarking that she rejoiced in this beginning
to provide decent living quarters, said that she brought a personal message
from her husband.

“He told me to extend his congratulations and thanks to thoss who have
completed these First Houses and his good wishes to those who are going
to live there."

She said that there was urgent necessity to-day for low-cost housing
and elimination of slums, because the slums breed crime and disease.
~ “I hope the day is dawning,'’ she continued, ‘“‘when private capital will
devote itself to better and cheaper housing, but we know that the govern-
ment will have to continue to build for the low-income groups. That is a
departure for us, but other governments have done it.

“Low-cost housing must go on in the United States, but it will not go
on unless this is a success. This is the first time that rentals have been
within the reach of the people who formerly lived in this area. Now
the question is. will the tenants do their part to make this experiment
successful.'” >

Governor Lehman Calls Project Sound

Governor Lehman also stressed the importance of the project as *‘a
new field of public responsibility,’ and declared that “under the pressure
of emergency people have acquired a new sensitiveness to human values
and needs.” He added that ‘‘abolishment of sub-standard housing is
socially imperative and economically sound."”

Mayor La Guardia, with an arm flung wide to indicate the group of eight
modern tenements set down amid old-law buildings, declared: ‘‘This is
boondoggling exhibit A and we're proud of it."’

While on his vacation in Warm Springs, Ga., President
Roosevelt on Dec. 2 made his first inspection of the Pine
Mountain Valley resettlement project, about 15 miles from
Warm Springs. Some 75 families, it is stated, already
occupy new cottages on small plots within the community.
The correspondent of the New York “Times” at Warm
Springs, in advices from that place Dec. 2, stated:

Eventually the community will sustain 250 to 300 families. They are
brought from cities as well as unprofitable farms, but all have rural back-
grounds.

I'he settlers gathered to cheer the President, whose extemporaneous talk
was recorded by sound motion picture cameras.

“I can't tell you how happy I am about what has been accomplished
here in the short space of one year,” he said.

r“loxl t,:‘u: ‘Ugni:c;d lmat,wsl there are not just 300 families that need some kind
0! rernment help to i} s Chere
1'0%0.000 mmmm.{ better their living conditions. There are probably

“The government can't do this for all of them because there isn't enough
money in the Treasury, but it can set an example not only to help those
who are here, but the tens of thousands who are not.

“The success of this work depends on pretty careful government planning
in a field that is new. This is an experiment, and as we go ahead we are
going to make good, and do it cheaper and better.

“‘Obligation’ to Make Good

“An obligation rests on you to set an example to the rest of the nation
That example, I am sure, will be followed by countless counties. Yo1;
have not only an obligation to make good for your own sakes, but for the
gake of thousands of other men, women and children who need this help.
The bigger the percentage of you people who make good, the bigger will be
the incentive."

Mr. Roosevelt congratulated them on their success thus far; it had been
reported to him that the earlier settlers had shown a profit on their crops.
He continued:

“A tremendous lot can be done with this country.
took a lot out of it and gave little back.
without thought of preserving them.
for the sins of our fathers.

“1t will take a long time, perhaps two or three generations, to bring
the rural life of America up to the standard that we want for it.”

‘We and our ancestors
We took the soil and the timber
So here, in one sense, we are atoning
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Science Advisory Board in Report to President
Roosevelt Proposes Creation of Permanent Board—
Zoning of Farm Lands Urged

In a report to President Roosevelt the Temporary Science
Advisory Board recommends the creation of a permanent
and politically untrammeled Science Advisory Board, with
a view to making the most effective social use of the nation’s
scientific services. The report was submitted by the
Chairman of the Temporary Board, Dr. Karl T. Compton,
according to Washington advices Dec. 2 to the New York
“Times,” which in part added:

The Board, created by Mr. Roosevelt on July 31 1933, to act under
the jurisdiction of the National Academy of Sciences and the National
Research Council, suggested that a permanent agency should be composed
of a small group of the nation's leading scientists and engineers, who would
serve without compensation. The present Board's life terminated Dec. 1
with the expiration of the President's Executive Order.

“In the evolution of our national life we have now reached a point where
science, and the research which has discovered and released its powers,
cannot be left to accidental application,’’ the report said in urging a per-
manent organization.

Great stress, however, was laid on the point that such a Board should
not be subject to political influences.

“Freedom of scientific work from political or policy-making influences
is a prime consideration,”” Dr. Compton said. *‘It is not our function to
appraise national planning by Federal agencies or express an opinion on it.
Whatever the trend of social or political thought and whatever the degree
of national planning, the people of the country have the right to expect
that the scientific services are always free to report and interpret the
facts in a given field of inquiry as they find them, and not as the government
of the day may wish to have them reported or interpreted.

Ezpert Judgment Essential

“The endurance of our traditional form of government,' the report
says, “will depend in increasing measure on the quality of expert judgment,
tempered with experience, which is available to government and the
willingness of government to accept such judgment.” . . .

One of the principal recommendations in the report concerns grant-
in-aid of research projects which hold definite promise of importance,
industrially, medically or otherwise, in the public interest. At present
there are many developments of this nature which, it says, a relatively
small amount of financial support would release for the stimulation of
industry and commerce and the improvement of public health.

An appropriation of $3,500,000 for scientific research by non-govern-
mental institutions during the next two years is recommended, with an
annual appropriation of $100,000 for the support of the proposed Science
Advisory Board.

During the last year the Science Advisory Board has studied a number
of subjects in which the Federal scientific bureaus are interested. These
reports, which soon will be made public, cover the mapping services of
the Federal government; the relation of the patent system to the stimulation
of new industries; the relationship of the Bureau of Chemistry and Soils
to the other bureaus in the Department of Agriculture.

Ways to prevent agriculture from ‘“‘writing its own death
sentence’”’ have been proposed by the Science Advisory
Board in its report to the President, said United Press
advices from Washington Dee. 3, from which we also quote:

Maps showing ‘‘zones of risk'* to farmers and development of drought-
resisting cereals were outlined by W. L. G. Goerg, of the American Geo-
graphical Society, who drafted the land-planning section of the report
on behalf of the nation’s leading scientists.

Under this mapping proposal, farm lands would be zoned just as many
cities now list their territory for residential, commercial and industrial
use. Under what the report described as *“‘protective management,”’
certain submarginal land would be closed to new settlement and culti-
vation.

Although the Board's attitude toward regimentation was far from
cordial, it recognized that national self-preservation demanded certain
basic regulations.

“Where cultivation has become self-destructive, the issue is clear cut,””
the report said. ‘“Here national land policy will inscribe on the map
of the United States the boundary lines of areas to be placed under pro-
tective management. Whatever difference of opinion there may be
about policies of relocating our population, there can be none as to the
public interest wherever agriculture is writing its own death sentence.

“One of the most important responsibilities in any national land pro-
gram lies with our soil erosion investigation and erosion control manage-
ment. The recognition of the critical significance of such work is one of
the principal steps toward a permanent land policy.""

The Board was made up of the following members:

Karl T. Compton, President, Massachusetts Institute of Technology.

W. W. Campbell, President, National Academy of Sciences.

fsaiah Bowman, Chairman, National Research Council and President
of Johns Hopkins University.

Gano Dunn, President, J. G. White Engineering Corp., New York.

Frank B. Jewett, President, Bell Telephone Laboratories, New York.

Charles F. Kettering, President, General Motors Research Corp.

0. K. Leith, Professor of Geology, University of Wisconsin.

John C. Merriam, President, Carnegie Institution of Washington.

R. A. Millikan, Chairman of the Executive Council, California Institute
of Technology.

Rogers Adams, Chairman, Department of Chemistry, University of
Illinois.

Simon Flexner, Rockefeller Institute, New York.

Lewis R. Jones, Professor of Plant Pathology, University of Wisconsin.

Frank R. Lillie, Dean of Biological Sciences, University of Chicago.

Milton J. Rosenau, Professor of Preventive Medicine and Hygiene,
Harvard Medical School.

Thomas Parran, New York State Commissioner of Health,

—_——

Supreme Court Declares Invalid Section of Home

Owners Loan Act—Provision Authorizing Federal
Incorporation of State Building and Loan Associa-
tion in Absence of State Sanction “Unconstitu-
tional Encroachment” Upon State Powers—Deci-
sion Given in Case of Wisconsin Associations
Under a unanimous decision of the U. S. Supreme Court
on Deec. 9, it is held that “the Home Owners Loan Act, to
the extent that it permits the conversion of State [building
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and loan] Associations into Federal ones in contravention of
the laws of the place of their ereation is an unconstitutional
encroachment upon the reserved powers of the States.”

Speaking of State corporations, the Court’s ruling, read
by Associate Justice Cardozo, said:

They may not divest themselves of a franchise, when once it is accepted,
if the local statutes or decisions command them to retain it.

The Supreme Court’s conclusions affirmed a ruling by
the Supreme Court of Wisconsin (we quote from the Mil-
waukee “Sentinel” of Dec. 10) that three Milwaukee building
and loan associations must remain under State control
‘because they were chartered as State corporations, and
Wisconsin had refused to pass legislation authorizing con-
version to Federal charters.

From the “Sentinel” we also quote:

The Hopkins Federal Savings & Loan Association, Milwaukee, and the
West Lawn Building & Loan Association, Racine, had received Federal
charters, and two other Milwaukee associations, the Northern and the
Reliance, had voted to Federalize, when the State Banking Commission
took legal action a year ago to retain jurisdiction over them. The State
Supreme Court reversed Judge Charles L. Aarons, and was upheld Dec. 9
by the United States High Court.

The decision did not pass on tne constitutionality of Federal building and
loan associations in cases where State's rignts are not invaded. These
include loan associations originally organized under Federal charters, and
State-chartered associations in States where legislation is enacted permitting
Federalization. .

Peter A. Cleary, Chairman of the State Banking Commission, declared
yesterday, upon learning of the decision:

“The Banking Commission felt from the outset that the Federal Govern-
ment had no pwer under the Constitution or under sound business operation
to create these Federally subsidized institutions in competition with the
long existing privately operated State building and loan associations. If
the Federal Government could absorb building and loan associations by
competing with them through tax-subsidized companies, it could absorb
the manufacturing business and the retail business or any other business the
same way.""

‘“The decision means that our building and loan associations need have no
fear that the mortgage business will be socialized,”” said Carl Taylor,
Executive Secretary of the Wisconsin Building & Loan League, pointing
out that the 187 loan associations in the State, 100 of which are located
in Milwaukee County, will be greatly benefitted by the ruling. . .

The Northern Building & Loan Association, witn capital of $2,268,000,
will not be affected by the decision, according to B. F. Kuenlhorn, Secre-
tary-Treasurer, since it was not chartered by the Federal government, and
has been under State supervision during the litigation.

The Banking Commission was represented before the Supreme Court at
‘Washington by Benjamin Poss and Joseph Brazy, Milwaukee attorneys.

According to Associated Press advices from Washington,
Dec. 9 the government was not a direct party in the case,
but HOLC lawyers argued as a friend of the Court that a
section of the act authorized such conversion even over
State objections in the interest of the “general welfare.” From
the same advices we quote:

Of significance to some lawyers, involving a question as to whether some
members of the Court possibly might feel that conversion even with State
permission was questionable, was this paragraph:

*'Confining ourselves now to the precise and narrow question presented
upon the records here before us, we hold that the conversion of petitioners
from State into Federal associations is of no effect when voted against
the protest of Wisconsin. Beyond that we do not go.""

Justice Cardozo asserted that “‘there has been an illegitimate encroach-
ment by the government of the nation upon a domain of activity set apart
by the Constitution as the province of the States.'” The opinion added:

“No question is here presented as to the scope of the war power or of the
power of eminent domain or of the power to regulate transactions affecting
inter-State or foreign commerce.

““The effect of chese, if they have any, upon the powers reserved by the
Constitution to the States or to the people will be considered where the
need arises.”

ks The Home Owners Loan Corporation Act, enacted in 1933,
was amended in 1934. From the Washington account
Dec. 9 to the New York “Herald Tribune” we quote in part
as follows, the Supreme Court’s conclusions:

Justice Cardozo found:

““First: Congress did not mean that the conversion from State associa-
tions into Federal ones should be conditioned upon the consent of the State
or complianca with its laws.

“Under Section 5 (I) as enacted in 1933, the argument could have been
made with force that the laws of the State must be obeyed in the process of
conversion. The provision then was, as we have alreday pointed out, that
the association was to act ‘upon a vote of its stockholders as provided by
the law under which it operates.” But Congress would not leave it so.
By an amendment of the statute, approved April 27 1934, there was sub-
stituted a provision that conversion would be effective ‘upon a vote of 51%
or more of the votes cast at a legal meeting called to consider such action.’
Thus Congress erected a standard of its own, which was to be uniform in all
the States irrespective of the local laws.

States’ Rights Ignored

4 ————,
‘A bare majority of the shares voted at a meeting was to be enough to
give authority for fundamental changes of policy and power, no matter

how many other shares were unrepresented at the meeting. We are unable
to accede to the suggestion of the Court below that the percentage was meant
to be a minimum which the local laws might raise, though they were power-
less to reduce it. Nothing in the wording of the statute gives support to
that construction. On the contrary, comparison of the act as amended with
the act as first adopted impels to the conclusion that Congress had in mind
to take possession of the field to the exclusion of other occupants. There-
after the procedure for conversion and the power to convert were to be
governed by a uniform rule, irrespective of repugnant limitations prevailing
in the States.

“*Whatever doubt might exist as to the correctness of this view disappears
when other and cognate statutes are subjected to our scrutiny.'’

After reviewing various cases, Justice Cardozo found:

“Second: The home owners loan act, to the extent that it permits the
conversion of State associations into Federal ones in contravention of the
laws of the place of their creation, is an unconstitutional encroachment
upon the reserved powers of the States. United States Constitution,
Amendment X.
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“If Section 5 (I) may be upheld when State laws are inconsistent, any
savings bank or insurance company as well as any building and loan asso-
ciation, may be converted into a savings and loan association with a charter
from the central government, provided only that 51% of the shares repre-
sented at a meeting vote approval of the change. Indeed, as counsel for
the petitioners insisted at our bar, the power of transformation, if it is
adequate in such conditions, is not confined to building and loan asso-
ciations or savings banks or insurance companies or to members of the
Home Loan Bank, except by the adventitious features of this particular
enactment. It extends in that view to moneyed corporations generally and
even to other corporations if Congress chooses to convert them into creatures
of the Federal Government. Compulsion, by hypothesis, being lawful,
the percentage of assenting shares voted in a given instance or exacted by a
given statute assumes the aspect of an accident.

“Fifty-one per cent is the minimum required here. Another act may
reduce the minimum to 10% or even 1, or dispense with approval al-
together.""

. The findings of the Wisconsin Supreme Court were noted
1n our issue of Dec. 29 1934, page 4060.
—_——

Federal Home Loan Bank Board on Supreme Court
Decision Affecting Validity of Provision of Home
Owners Loan Act—Viewed as Limited to Three
Wisconsin Associations

. Under date of Dec. 9 Associated Press advices from Wash-
ington said:

The Federal Home Loan Bank Board asserted to-night that the Supreme
Court's decision affected only three Wisconsin building and loan associa-
tions.

*‘As far as the three Wisconsin converted associations are concerned, they
will not be adversely affected in the existing insurance of their shareholders
under the Federal Savings & Loan Insurance Corporation nor in the invest-
ments already made in the shares of any of them by the government, if they
wish to continue them," said a statement.

At present, 37 States have laws specifically authorizing State associations
to convert to Federal charters, while of the other 11, Wisconsin is the only
State in which protest against conversion has arisen.

—————

Validity of AAA Processing Taxes and Bankhead
Cotton Control Act Argued Before United States
Supreme Court—Hearings Held in Hoosac Mills
and Lee Moor Cases—Government Ends Oral
Pleading after Solicitor-General Reed Collapses

Constitutionality of the processing taxes levied under the
Agricultural Adjustment Act was argued before the United
States Supreme Court on Dec. 9 and 10. Solicitor-General
Stenley Reed opened the argument on the Hoosae Mills case,
involving the cotton processing and floor taxes, on Dec. 9,
and acknowledged that this constituted a direct test of the
constitutionality of the AAA. Former Senator George
Wharton Pepper represented the receivers of the Hoosac
Mills Corporation in attacking the Act as a whole. He
declared that the law was not a revenue measure but an
attempt to subject to Federal regulation fields of activity
which the Constitution reserves to the individual States.

The argument on this case, and on another case, involving
the validity of the Bankhead Cotton Control Act, was ter-
minated on Deec. 10, after Mr. Reed announced that he was
ill and was physically unable to continue his address. On
Dec. 11 the Government decided to give no further oral
arguments, but to permit the case to be sulnm’tte.d to the
Supreme Court on briefs already filed. The suit involving
the Bankhead Act was an appeal by Lee Moor, Texas cotton
producer, from the refusal of district and ecircuit courts to
support him in his attempt to force the Texas & New Orleans
Railway to carry bales of cotton which did not have certifi-
cates that it was exempt from the tax imposed by the Act
on cotton produced over the grower’s quota, or that the tax
had been paid.

A Washington dispatch on Dec. 9 to the New York
“Herald Tribune” describes the opening arguments in part
as follows:

Solicitor-General Read had talked in a monotone for almost an hour before
Associate Justice McReynolds started what quickly grew into a shower
of questions from the bench. Nearly all of them were directed to one
question: Ihe method by which the processing tax of 4.2 cents per pound
on cotton had been computed.

As Mr. Reed strove to explain the intricacies of this process with the
ald of pages of charts and statistics incorporated in the Government’s
brief and in the addendum to the transcript of the record, smiles began to
appear on the faces of newspaper men, government experts and other spec-
tators who had gone through the same ordeal during the first months of
the AAA in 1933.

The accuracy of the computation of the tax is not at stake, and was
freely acknowledged by Mr. Pepper. However, the method of the calcula-
tion has a direct bearing on the question of the sufficiency of the standard
which Congress prescribed for the Secretary of Agriculture to follow in
fixing the processing taxes. Associate Justice Brandeis, an expert on sta-
tistics, and Associate Justice Stone came to Mr. Reed's assistance from time
to time as Associate Justices McReynolds, Sutherland and Butler ques-
tioned him closely.

: No Open Hostility

The so-called *‘conservative' justices of the Court seemed to be moved
by genuine curiosity—at least, they were not obviously hostile to the Gov-
ernment as they were on several occasions last year.

‘“Who fixes the tax?'" Justice McReynolds asked.

“Congress fixes the formula," Mr. Reed replied.

“What is the formula '* asked Justice McRaynolds.

Mr. Reed again read the formula, which he had explained several times
previously: that the procssing tax on a particular commodity should be
tha difference between the current average farm price and the fair exchange
value of the commodity. The fair exchange value is that which will give
the farmer purchasing power equivalent to that which he had during the
period—August 1909-July 1914—except in the case of tobacco and pota-
toes; for which the post-war decade is used for the base. . . .
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Justices Join in Discussion

<ustices Sutherland, Butler, Stone and Brandeis entered in to the ensuing
discussion. Mr. Reed explained, in general, that the list of commodities
by which the farmer purchasing power is gauged had been worked out over
many years and that it was fairly constant, with weighted averages for each
product. Justice Brandeis asked if the statistical methods pursued wera
not similar to those used by the Department of Labor and other Govern-
ment agencies. Mr. Reed thought so. At any rate, he said, Congress
knew how the Department of Agriculture got its statistics when it passed
the act and prescribed that those statistics should be used in computing
the tax.

Justice McReynolds inquired whather if some other result than 4.2 cents
per pound had been achieved for the cotton processing tax it would have
been open to inquiry in court. Mr. Reed said that the accuracy of the
computation could be challenged, but that it was not challenged in this case.

In his general argument Mr. Reed stressed the plea that the application
of the cotton processing tax was a valid exercise of the taxing power. He
drew a sharp distinction between a tax applied as a penalty for regulatory
purposes and the procsssing taxes, the revenue from which it used to pay
farmers who ‘“‘voluntarily’’ co-operate with the Government. In drawing
this distinction, Mr. Reed was thought by some observers to be sacrificing
deliberately the Government's argument for the constitutionality of the
Bankhead cotton act. The test case in the Bankhead act follows imme-
diately on the Hoosac Mills case.

The AAA, Mr. Reed said, could not be regarded as a measure adopted
to meet the emergencies of the depression which began in 1929, because
the accumulation of certain agricultural surpluses had begun years before
then and had led to several unsuccessful attempts to apply Federal remedies.

Termination of arguments on Dec. 10 was noted as
follows in a Washington dispatch of that date to the New
York “Times’;

The point on which Mr. Reed was being questioned when he was over-
come was whether the case presented an adequate record for determination
of the constitutional issue involved. Previously, in one crisp sentence—
“The Court does not desire to hear you further on that point''—Chief
Justice Hughes had barred Mr. Reed's contention that the record as pre-
sented by the lower court was ‘‘non-adversary'’ and did not present adequate
real antagonism between the parties to the suit. The Government had
entered the case as a friend of the Court.

Another of tha technical points under questioning is also involved in tha
refusal by some utility holding companies to register with the Securities
and Exchange Commission.

The Circuit Court of Appeals, in dismissing Mr. Moor’s suit, held that
he was estopped from appealing the constitutionality of the Bankhead Act
because he had applied for and received an allotment of 855 bales of cotton
to be produced tax-free. Utility companies have contended that regis-
tration would prevent them from combating the Holding Company Act.
SEC lawyers, however, point out that the utilities are not accepting any
benefit by registering and further that the registration form contains a
specific statement that the registrant does not waive any right to sue.

However, the obvious stress laid by the Court upon the point excited
much interest. It is not raised in the Government's amicus curiae brief
as finally filed, although Thornton Hardie of El1 Paso, counsel for Mr. Moor,
told the Court that it was mentioned in the original draft of the brief as
sent to him. The inference was drawn by some that the point had been
deleted in view of the Government’s position on the utilities issue.

Mr. Hardie, in reply to questions from Justice Van Devanter and Butler,
said that his client had accepted the Bankhead quota under ‘‘duress and
coercion’’ because he was in financial difficulties and forced to realize on
his crop and the only way he could sell it was to accept the quota.

The same conditions caused his client’s inability to pay the tax and then
sue for recovery, he said.

Neither of the lower courts passed on the constitutionality of the act.
Mr. Hardie's associate, Henry E. Hackney of Uniontown, Pa., argued
this phase of the case. Mr. Reed never got to the constitutionality of
the act in his plea because of the questions from the bench and his collapse.

The Court evinced an interest in whether the Bankhead Act could be
grounded on inter-State commerce.

We also quote from a Washington dispateh of Dec. 11
to the New York ‘“‘Journal of Commerce” regarding the
Government’s decision to end its oral arguments:

Announcing the decision of the Government to proceed no further with
oral arguments, the Department of Justice pointed out that the litigation
does not bring in issue constitutionality of the AAA, as to which arguments
had been completed immediately before the Lee Moor case was called up
yesterday.

“Since the remaining questions are fully covered in the Government's
brief, and since the parties to the case have finished their oral argument,’
the announcement said, *‘the Solicitor-General believes that it is not desir-
able to request the Court to delay the case for further oral argument on the
part of the Government.'

Prepared for Adverse Ruling

Meanwhile Secretary of Agriculture Wallace declared to-day that the
AAA is “prepared’’ to meet an adverse decision by the Supreme Court
in the Hoosac Mills case. . . .

Asked to amplify reports that he has proposed a National sales tax of
29, to replace processing taxes should the latter be invalidated, the Secre-
tary merely replied that “I have frequently discussed the advantages and
disadvantages of the sales tax."’

Recent refervuce to suits involving the constitutionality of
the Bankhead Act appeared in the “Chronicle” of Nov. 16,
page 3158. A Washington dispatch of Dec. 3 to the New
York “Times” summarized Mr. Moor's contentions as
follows:

Ten questions were presented to the Supreme Court by Mr. Moor's
lawyers, Thornton Hardie, Henry Eastman Hackney and Gerner W.
Green. These inquiries were in effect:

1. Is the Bankhead Act an attempt to regulate and control production
and price in violation of the Constitution?

9. Is the Bankhead tax invalid becuase it is not levied for a public pur-
pose or for the general welfare?

Holds State Powers Invaded

3. Is the tax a direct levy and therefore invalid because it is not
apportioned ?

4. If it is an indirect tax, is it void because it is not uniform throughout
the country?

5. Is the act a proper and valid exercise of Congressional power to
regulate inter-State commerce ?

6. Does the statute violate the Constitution by encroaching the powers
reserved to the States?

Financial Chronicle

3785

7. Does it violate the due process clause of the Constitution by being
arbitrary and capricious, by encroaching upon individual liberty and free-
dom of contract, by denying producers appeal from the Secretary of Agri-
culture's orders, or by being confiscatory ?

8. Does the act involve an invalid delegation of power?

9. Is the petitioner estopped from asserting the unconstitutionality of
the act

10. Was the lower court wrong in dismissing the petitioner's request
because he nad an adequate remedy at law

Other attacks on the processing taxes imposed under the
AAA were made in court last week. On Dec. 3 the National
Association of Cotton Manufacturers made publie a brief
prior to filing with the United States Supreme Court in
connection with the Hoosac Mills case, in which it was
contended that the taxes violate the Fifth Amendment to
the Constitution and nullify State’s rights.

On Dee. 2 the Washburn-Croshy Company, a Kansas mill-
ing concern, filed with the Supreme Court a new appeal to
pass quickly upon the constitutionality of wheat processing
taxes. The brief reminded the Court that it recently con-
sented to review litigation involving constitutionality of rice
processing taxes, and contended that the two cases were
similar. .

The brief of the Cotton Manufacturers Association was
summarized as follows in a Boston dispatch of Dec. 3 to
the United Press:

Arguments of the Manufacturers’ Association, as a ‘‘friend of the Court,”
were summarized in the brief as follows:

1. The processing taxes are an integral part of a scheme to restrict pro-
duction.

2. The scheme constitutes a gigantic combination in restraint of pro-
duction. )

3. If this legislation is lawful, the United States has almost unlimited
power over production in the States.

4. It is a fundamental principle that power granted the United States
should not be construed as to nullify powers clearly reserved to the States.

5. Control of agriculture is reserved to the States.

6. This legislation is not justified as a means of carrying out tne fiscal
policies of the United States.

7. The processing taxes violate due process of law.

The brief attacks tne Government's contention tnat Congress is authorized
to levy the processing taxes under Article I, Section 8, of tne Constitution.

This section gives Congress the right “‘to levy . . . taxes . . . to . . . pro-
vide for tne general welfare of tne United States.”” Tne Government
maintains that this so-called “‘welfare clause' gives Congress the right to
levy taxes not only in respect to matters which it can legislate, but in
respect to all matters which it determines are for the general welfare of the
United States.

The manufacturers contend that the Madisonian interpretation of the
welfare clause is the ‘‘proper interpretation,’ thus, since tne United States
“is not autnorized to legislate or deal witn agriculture, the processing taxes
are “‘not within the general welfare of the United States,” the brief says.

Even if the broader Hamiltonian interpretation of the welfare clause is
adopted, and Congress may levy taxes and appropriate tax money in
matters which it cannot regulate, the manufacturers contend that Congress
cannot use this mere right to appropriate to bring about regulation of
agriculture, which it is forbidden by the Constitution to regulate.

The brief charges the taxes “‘also violate the due process clause of the
Fifth Amendment' by taking ‘‘without compensation the property of one
parson or a class of persons by taxation or otherwise in order to merely
hand it over to another person or class of persons.

Recent court decisions on processing taxes were noted in
the “Chronicle” of Nov. 30, page 3470.

—_——————

Constitutionality of New York State Mortgage Law
Upheld by Justice Bleakley of New York Supreme
Court—New York Supreme Court Justice Franken-
thaler Also Upholds Provision in Law Governing
Powers of Commission

On Dec. 5 Justice Alfred Frankenthaler, in the New York
Supreme Court, upheld the validity of Section 6 of the State
Morteage Commission Act, which authorizes the Mortgage
Commission to “take over from the Superintendent of Insur-
ance or the Superintendent of Banks and from any agent
appointed by either of them, and from all guarantee corpora-
tions in rehabilitation or liquidation, and from all deposi-
tories, custodians and agents acting in respect thereof, posses-
sion and control of, and legal title to all of the bonds, notes,
other evidences of indebtedness and mortgages in respect
whereof outstanding mortgage investments have been issued
or guaranteed by such guarantee corporations.” 3

Justice Frankenthaler, in sustaining the constitutionality
of the provision, directed the Chase National Bank, as de-
pository of 12 mortgages for which certificates were sold by
the Union Guarantee and Mortgage Co. to deliver the mort-
gages to the Mortgage Commission. Stating that the Com-
mission is to take charge of the apartment properties covered
by the mortgages, the New York “Times” of Dec. 6 added :

The Commission had demanded the mortgages, but the Chase Bank refused
to turn them over until the legal validity had been passed upon. The Com-
mission then applied to Justice Frankenthaler for an order compelling the
bank to give up the mortgages. The proceeding was opposed solely on the
ground that Section 6 of the Mortgagze Commission Act is unconstitutional.

Stmilarity of Cases Denied

Milbank, Tweed, Hope & Webb, counsel for the bank, contended that in
cases heard by the Court of Appeals in which the law had been upheld the
facts were not similar.

Justice Frankenthaler’s decision cited the high court’s opinion and pointed
out that on Sept. 9 last the Court of Appeals in the matter of Oberhammer
upheld the right of the Mortgage Commission to take over control and serv-
jeing of a mortgage investment from the issuing company that has been
named as the servicing agent in the certificates and also in a plan of
reorganization effected under the Schackno Act.

“At least until those interested in the investment have agreed upon some
other method of control and administration of the investment, the Legislature
could give to a public officer the authority in such a case to take care of the
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mortgage investment and to take appropriate steps for the protection of the
holders’ certificates,” said the Court of Appeals.

The high court decided that such change of depository and substitution of
agent “do not constitute an impairment of the obligation of the contract
between the certificate holders and the guarantee corporation.”

Opinion Given by Court

“Neither the certificates issued by the company nor the authentication
endorsed on them by the depository contain even the slightest suggestion
that the bonds and mortgages, in addition to being deposited with the
Chase Bank, were also to be assigned or transferred to the latter,” said
Justice Frankenthaler. “The language of the certificates is directly to the
contrary, for they expressly state that the company is transferring to each
certificate holder an undivided share in each bond or mortgage deposited
with the bank.

“Although the certificates do, it is true, provide that the holders, by
acceptance thereof, are bound by all the provisions of the deposit agreement
of Nov. 15 1927, there is nothing in them to put their holders on notice that
the deposit agreement contains provisions which are evidently inconsistent
with the express statements in the certificates that they constitute assign-
ments of parts of the bonds and mortgages.

The Union Guarantee & Mortgage Co. had sold several million dollars’
worth of certificates when the Superintendent of Insurance took it over for
rehabilitation. Under Justice Frankenthaler’s decision the State Mortgage
Commission will now attend to the servicing of the mortgages and will be
in a position to start foreclosure proceedings if they become necessary. The
bank reported that five of the mortgages are not in default, and that the
defaults are small in the others. Two have been reorganized.

The right of the New York State Mortgage Commission
to mortgage properties under its jurisdiction to raise money
for necessary improvements, as well as for the payment of
taxes and interest, was upheld on Nov. 29 at White Plains,
N. Y:, by State Supreme Court Justice William F. Bleakley.
Pointing out that this was the third decision by Justice
Bleakley bearing upon the powers of the new Mortgage
Commission, which controls $800,000,000 in certificated
mortgages throughout the State, a dispatech from White
Plains Nov. 29 to the New York “Times” went on to say:

The ruling was handed down in the case of Charles Everett Moore of
‘White Plains, a lawyer, who challenged the constitutionality of the Mort-
gage Commission, particularly its right to raise $1,900 through a mortgage
of the Colonial Trust Co. on premises in which he was interested as a
holder of a certificate of the Westchester Title & Trust Co.

The Commission said it would use the money raised by the mortgage
to pay arrears of taxes, an unpaid balance on a boiler installation and for
a connection with a main sewer. Mr. Moore contended the contemplated
acts would deprive him of property without due process of law, impair the
obligation of contract and deprive the Supreme Court of its inherent equity
jurisdiction, all in violation of the Constitution.

The Previous Decisions

The right of the Commission to take custody of mortgaged property and
the mortgages themselves was upheld by Justice Bleakley in the case of
Mrs. Anna Oberhammer, which went to the Court of Appeals. In the
case of Joseph Wolff the Court established the right of the Commission
to pledge a mortgage for a loan to pay taxes and interest for a future period.

““The third phase is now presented,” said the decision in the Moore
case, “namely, has the Commission the power to mortgage a property for
the purpose of paying taxes, instalment due on boiler and cost of connecting
with the main sewer. I see no distinction between pledging a certificate
for the purpose of paying taxes and issuing a mortgage upon property
acquired by foreclosing a certificate mortgage, where the proceeds will be
applied to the same use.””

Justice Bleakley declared it was true the money would be used in part
for the boiler and sewer connections, “‘but the boiler is necessary to make
the home habitable, and the sewer connection is required by law.'"

“At the time of the issuance of the certificates,” said Justice Bleakley,
‘‘no restriction was placed upon the right of the title company to mortgage
the property. In the interest of the certificate holders the power to mort-
gage has been given to the Mortgage Commission, and where the power is
properly exercised the right will be upheld.”*

Earlier decisions of Justice Bleakley were noted in these
columns July 13, page 208, and Sept. 14, page 1699.
ruling by the State Appellate Court upholding the law
creating the Commission was referred to in our Nov. ¢
issue, page 3470

—_—

NLRB Sues to Enforce Collective Bargaining Order—
Action Against Greyhound Lines Expected to
Culminate in Ruling on Constitutionality of Labor
Relations Act

The National Labor Relations Board on Dee. 11 an-
nounced that it had petitioned the Federal Circuit Court of
Appeals in Philadelphia to enforce a collective bargaining
order against the Pennsylvania Greyhound Lines, Inec., and
the Pennsylvania Greyhound Management Company. On
Dec. 7 the Board had ordered the two companies to cease
and desist alleged interference with employees in the exercise
of their rights of collective bargaining.” It was expected
that the court petition would have the effect of bringing
the National Labor Relations Act nearer to a final ruling
concerning its constitutionality. Counsel for the companies
said on Deec. 9 that they would pay no attention to the
Labor Board’s order “‘until passed upon by a court of com-
petent jurisdietion.”

A previous reference to the action of the NLRB in this
case was contained in the “Chronicle’ of Oct. 12, page 2374.
A Philadelphia dispatch of Dee. 11 to the New York *‘Times’’
gave the following additional details of the latest step taken
by the Board:

b The Board’s collective bargaining order was issued against the Grey-

hound Lines following a series of hearings in Pittsburgh on complaint of

Division 1,063 of the Amalgamated Association of Street Electric Railway

and Motor Coach Employes of America.

The union charged that the companies had engaged in *“‘unfair labor
practices’’ by refusing to deal with their employes who belonged to the
association.

Financial Chronicle

Dec. 14 1935

The Board, in its findings, charged that companies had ‘‘discouraged
membership' in the union, had *‘coerced’ its employes against ‘‘collective
bargaining’’ and had discharged several of them because of their activities
in behalf of the union.

When the bus lines ignored the order, the petition stated, the Board
issued an “injunction’’ restraining them from continuing the alleged prac-
tices. It ordered the companies to reinstate the discharged employes
with back pay, and directed them to post notices in conspicuous places
informing the employes of “their rights'* under the Wagner Labor Bill.

—_—

Injunction Against Collection of Back Tax Granted
to Carter Coal Co. in Action Challenging Validity
of Guffey Coal Conservation Act—Federal Judge
Paul in Lynchburg, Va., Issues Preliminary In-
Jjunction to 14 Coal Producers

A permanent injunction relieving the Carter Coal Co. of
West Virginia from paying the penalty tax accrued to date
under the Guffey Coal Conservation Act, was granted to the
Carter Coal Co. of West Virginia on Dec. 10 by Justice
Jesse C. Adkins, of the District of Columbia Supreme Court
in the action brought by the company to test the validity of
the Act.

Associated Press advices from Washington Deec. 10, said:

The injunction was granted in Justice Adkin's formal decree filed to-day,
which officially terminated the case in the District Court. The decree also
granted a temporary injunction restraining the Government from collection
of the 1314 % tax pending the outcome of a Supreme Court appeal.

Government attorney’s immediately served notice they would appeal the
permanent injunction, contending it was “illogical’’ as the Supreme Court
may sustain the act and thus make the company liable for the penalty.

, .

A reference to the Carter suit appeared in our Nov. 16
issue, page 3156.

At Lynchburg, Va., on Dec. 11 Federal Judge John Paul
granted a preliminary injunction to 14 Virginia and West
Virginia coal producers, restraining the Government from
collecting a penalty tax for their refusal to accept the coal
code. In granting the injunction, Judge Paul, expressed
serious doubt as to the constitutionality of the Act,' according
to Associated Press accounts from Lynchburg which in part
added:

The decision, filed two days after Judge Paul had heard attorneys for
the producers and the Government argue merits of the prayer, will remain
effective until evidence can be taken on a motion for a permanent injunction.
The producers would enjoin the Government until the Supreme Court
passes upon the constitutionality of the Guffey Act. That decision is
expected within four or five months, on several Kentucky cases already
sent up for hearing. . . .

Actually, the Court decision entered to-day was in the name of the
Pocahontas Fuel Co., Inc., but Judge Paul will apply his findings to two
other Virginia petitioners and 11 from West Virginia. The motions were
argued jointly by agreement.

Judge Paul concluded that the plaintiffs were in “imminent danger of
irreparable injury,’”’ and that they had no clear, adequate and complete
remedy at law. In order to afford them due process of law for the protection
of their constitutional rights, he held the preliminary injunction to be
justified.

The Court referred to the 15% tax as a ‘‘penalty,’’ saying that the
amount accruing ‘‘is so drastic, excessive and extreme as reasonably to
deter or prevent the plaintiff from testing the constitutionality of said act,
unless it can be relieved from the payment thereof pending the judicial
determination of the validity of said act or code."

—ee—e

NBCC Fixes Coal Prices for Four Areas—Arkansas,
Oklahoma, and Two Districts in Colorado and New
Mexico Affected

Announcement was made by the National Bituminous Coal
Commission on Dee. 12 of its approval of minimum price
schedules for four coal producing areas, namely, Arkansas,
Oklahoma, northern and southern Colorado and New
Mexico, it was stated in Washington advices, Dec. 12, to
the New York ‘“Journal of Commerce” of Dec. 13. The
advices continued:

In announcing the price schedules, the Commission approved those sub-
mitted by the Arkansas-Oklahoma producers (district 14) and modified
those submitted by the three other areas, districts 16, 17 and 18.

Arkansas-Oklahoma Area

The minimum price schedule for the Arkansas-Oklahoma territory
includes prices effective as of Nov.26 and, as in the case of all areas is based
on free on board mine prices per ton. The price schedule varies from 75¢.
per ton for slack to $4.60 for furnace egg coal and $7 for sacked smithing
coal in carload lots.

For the northern Colorado area (district 16) prices effective as of Dec. 6,
the schedule embraces prices ranging from $1.65 per ton for slack to $4.75
for lump.

Southern Colorado Districts

In the southern Colorado area (district 17), prices range from $1 per ton
for slack to $4.35 for lump. The top price for the New Mexico area (dis-
trict 18) is $4.50 per ton for lump coal.

The Commission’s price schedules are quoted for the trade areas of the
producing districts and are based cn classifications by sizes and qualitites
of coal mined in those districts.

All price schedules are subject to further orders of the Commission.

—_—

Anthracite Coal Workers Vote for 30-Hour Week and
Pay Increases at Convention in Washington
Prior to the adjournment on Dee. 6.of the tri-district
convention of anthracite coal workers, held in Washington,
the delegates, representing, it is stated, some 100,
unionized anthracite workers, adopted a report submitted
by the scale committee calling for a 6-hour day and a 5-day
week in addition to a “substantial increase” of wages. In
reporting this, Associated Press advices from Washington,
Deec. 6, said:
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I'he demand constituted a mandate to the miners’ negotiating committee
which will meet with representatives of the operators early next year to
draft a new working agreement. The existing pact, adopted in 1930, will
expire April 1.

The convention did not go on record on the question of suggested Federal
regulatory legislation for the anthracite industry, but John L. Lewis,
President of the United Mine Workers of America, told reporters the sub-
ject was under consideration. Definite action in the matter was being
withheld, Mr. Lewis indicated, pending the outcome of Court tests of
constitutionality of the Guffey soft coal act, which provides strict Govern-
mental regulation of the bituminous coal industry.

Authoritative sources said, however, the question would be injected into
the anthracite wage negotiations. In the mean time, it was learned a seri-
ous effort would be made by the union to enlist the support of some of the
operators in the movement.

In addition to increased wages and a shorter work week the convention
indorsed demands for equalization of working time at all collieries, elimina~
tion of the physical examination for men being rehired, abolition of the
individual or special contract system, establishment of seniority rights and
the ‘“‘complete’’ check-off.

Elimination of the physical examination was demanded on the ground
that certain companies used it to discriminate against employees for union
activity and other reasons.

—_—

Utilities and Government Unable to Agree on Case to
Text Holding Company Act—SEC and Department
of Justice Ignore Offer of Private Concerns to
Co-operate in Court Action

Counsel representing the government and various utility
holding companies sought this week to reach an agreement
for a court test designed to determine the constitutionality
of the Public Utility Holding Company Act, but were unable
to accept a common legal procedure. Attorney-General
Cummings on Dec. 12 asked the District of Columbia
Supreme Court to delay suits by seven holding concerns to
enjoin the Act’s enforcement, pending a ruling by the
United States Supreme Court on the government’s suit in
New York against the Electric Bond & Share Co. Govern-
ment officials have indicated that they would prefer this case
for test ({)urposes, but attorneys for the seven concerns
contended that the case did not present all constitutional
aspects of the law, and asked an agreement to consolidate
three of the four cases into a single suit.

The Distriet of Columbia Supreme Court suggested on
Dec. 12 that the government and counsel for private con-
cerns seek an agreement as to consolidation, but Mr. Cum-
mings said that in his opinion such negotiations would be
futile. The Court later postponed hearings until next week
in the hope that an agreement could be reached by counsel
by that time. Under date of Deec. 12, Associated Press
accounts from Washington said:

Among arguments advanced by Mr. Cummings were the following:

The ‘“‘multiplicity of suits'' confronting the government.

The previously started government test case against the Electric Bond &
Share Co.

“The government has always conceived that it has a duty to the public,
the Congress and the holding companies to test the Act promptly,' Mr.
Cummings said.

“To insure preservation of the rights of companies subject to the Act,
the government has taken in three directions."

The Attorney-General then cited the Security and Exchange Com-
mission's rule that registering companies may reserve any legal or con-
stitutional right, the government’s order that no criminal suits should be
filed against holding companies, and the Postmaster-General's ruling that
no company should be barred from using the mails under the Act.

He argued that the Electric Bond & Share suit is adequate to test ‘‘the
basic fundamentals of the Act."” and “‘a concentration of the effort of the
government on one suit at a time is demanded for reasons of both economy
and thoroughness.'

From the Washington dispatch, Dee. 12 to the New York
“Times” we take the following:

John C. Higgins of Sullivan & Cromwell, Counsel for two of the com-
panies, North American and American Water Works and Electric, told the
Court that in view of the attitude taken by Mr. Cummings the utilities
would not try to ‘‘force themselves upon the government."" o s

The utilities were represented, in addition to Mr. Higgins, by Dean
Acheson, former Under-Secretary of the Treasury, and James Oates of
Moor, Cutting & Sibley. The companies other than North American and
American Water Works & Electric were United Light & Power, United
Light & Railways, Continental Gas & Electric, American Light & Traction
and Tennessee Electric Power Co.

Attorney-General Cummings announced on Dee. 11
that he personally would argue in the District of Columbia
Supreme Court in seeking a stay of proceedings in the
gsoven actions brought by holding companies. The govern-
ment’s position was outlined as follows in a Washington dis-
pateh of Dec. 11 to the New York “Times":

Mr. Cummings argued in the United States Supreme Court early this
year in the gold clause cases, but has not personally appeared in any other
case since assuming office.

Government arguments will be based on the contention that an orderly
and economical disposition of the controversy between it and the utilities
would be most effectively achieved by a speedy determinatin of the suit
against the Electric Bond & Share, which the government feels presents the
best opportunity to obtain from the Supreme Court “an authoritative
determination of the validity of the essential features of the Act."

One of the government contentions is that no public interest will be served
by pressing for a decision of the issue in a multitude of suits.

About 50 suits have been begun against the government, either in the
District of Columbia Supreme Court or in district courts elsewhere, and the
government now seeks to have them thrown out on the ground of lack of
jurisdiction, or delayed.

The suits here were brought by the North American Co., American Water
Works & Electric Co., Inc., United Light & Power Co., United Light &
Railways Co., Continental Gas & Electric Corp., American Light &
Traction Co., and Tennessee Electric Power Co.

The SEC and Department of Justice continued to-day to ignore the
suggestion of Philip H. Gadsden, Chairman of the Committee of Public
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Utility Executives, that the SEC and the utilities get together to determine
upon three or four suits for expedition to the Supreme Court. Ihere ap-
peared little chance of conferences being held. g

In a statement issued, Dee. 10, Mr. Philip H. Gadsden,
Chairman of the Committee of Public Utility Executives,
said in part:

““We recognize that it is important, not only to the electric light and power
and gas industry, but in the interest of general business recovery, that the
constitutionality of the Act should be passed upon as soon as possible by the
Supreme Court of the United States.” The utilities are anxious to avoid
lengthy and burdensome litigation based upon a multitude of legal actions.

““The situation confronting the industry and the Commission to-day is
briefly this:

“A number of individual utility holding companies and their subsidiaries,
faced with an order to register under the Public Utility Act, realizing that
registration would set into operation its drastic provisions, and being advised
by counsel that suca registration might operate to their legal disadvantage,
filed suits asking that members of the Commission and other public officials
be enjoined from enforcing the provisions of the Act, and that its con-
stitutionality be determined.

“Kach of these companies was acting in its individual interest and in the
interests of its stockholders. In its opinion and the opinion of its counsel,
there was no other way in which these interests could be assured proper
legal protection.

“The Commission, on the other hand, has filed a suit against the Electric
Bond & Share Co., and has already moved to have several of the actions
which have been filed by utility companies suspended until the constitu-
tionality of the Act is determined in its own suit.

“We had hoped that the Attorney-General and the Commission would be
able to agree with us upon a method to avoid multiplicity of suits, and are
still hopeful that the Commission will be agreeable to co-operate with us
along this line. One case, coming from the District Court of Maryland, has
already reached the Circuit Court of Appeals for the Fourth Circuit, and
presumably will be promptly argued there. But for the Commission to now
single out one company from the whole industry and start suit against it
does not necessarily constitute a fair test of any remaining issues. There
are several types of electric utility systems, widely different in their struc-
tures and the relationships with their subsidiaries. It would hardly be fair
to the stockholders of one type of system to have these issues decided solely
upon the incidence of the provisions of the Act upon a wholly different
type of company."

The most recent reference to court actions in connection
with the Holding Company Act was given in the ‘“Chronicle”
of Dee. 7, pages 3626-27.

e

National Electrical Manufacturers Association Sues
New York Workers Union—Invoke Anti-Trust Law
in Effort to Check Alleged Conspiracy to Interfere
with Business

Differences between many of the leading manufacturers
of electrical products and the New York Union, Local No. 3,
of the International Brotherhood of Electrical Workers,
over the installation of equipment in the New York Metro-
politan District have culminated in suit by the manufac-
turers charging the union with alleged conspiring to ruin
their business in this territory and demanding heavy damages.
The Association on Dec. 10 had the following to say regard-
ing the action:

The complaint was filed in the U. 8. District Court in New York City on
Dec. 9, by the National Electrical Manufacturers Association and 14 of
its members. In an announcement to members, W. J. Donald, Managing
Director of N.E.M.A., describes the action as “‘a battle for industrial
liberty'’ of crucial interest not only to the electrical trade but to all industry
and to the consuming public.

Tne New York union is accused of conspiracy in restraint of trade and
of injuring the plaintiff’s businesses in various ways, including coercion of
New York City property owners, builders, architects and contractors,
tnrougn fear of strikes and boycotts, to refrain from buying electrical
equipment manufactured by any of the plaintiffs. The Court is asked to
grant temporary and permanent injunctions against the union and its
officers.

The National Electrical Manufacturers Association is one of the country’'s
largest trade associations, with a membership of more than 400 manufac-
turers, representing about 80% of the total volume of electrical products
such as domestic appliances, electric ranges, fans, insulating materials,
electric tools, turbines, motors, generators, switches, circuit breakers,
panel-boards, transformers, power switchboards, wire and cable, x-ray
apparatus. At its peak in 1929 the total production of the industry was
yalued at nearly two billion dollars.

None of the members of the union local are employed in the factories
involved, and the complaint points out that this is not a suit between
employers and employees with respect to working conditions. The plain-
tiff’s factories now employ both union and non-union workers, and one of
the alleged purposes of the conspiracy charged against Local No. 3 is to
compel all wiring or assembling of electrical equipment installed within the
Metropolitan area to be done by union men.

Tne manufacturers assert that the welfare of their many thousand
employees, as well as the welfare of the companies, is dependent upon the
freedom of the employers to carry on their business without hindrance and
molestation.

In his statement Mr. Donald says:

The National Electrical Manufacturers Association believes that the
public interest is best served by maintaining freedom of distribution and
installation of electrical products. It believes that a manufacturer has
the right to sell his own products to whom he choses. It believes that a
manufacturer has a responsibility for the satisfactory performance of nis
products. Where the proper installation of such products is necessary to
insure satisfaction it believes that it is contrary to public interest for any
group or organization to seek to impose arbitrary or artificial restrictions
upon the exercise of that rignt by the manufacturer or the consumer.

In bringing this suit N.E.M.A. and the co-plaintiff companies are
performing a public service, at a time when all good Americans are doing
their utmost to promote industry and employment. Any blockade of the
normal channels of trade, such as this complaint charges, is an interference
with industrial recovery.

The companies named as co-plaintiffs with the Associa-
tion are: ‘
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Allen-Bradley Co., Milwaukee, Wis.

Allis-Chalmers Manufacturing Co., Milwaukee, Wis.

Clark Controller Co., Cleveland, Ohio.

Colt's Patent Fire Arms Manufacturing Co., Hartford, Conn.
Cutler-Hammer, Inc., Milwaukee, Wis.

The Electric Controller & Manufacturing Co., Cleveland, Ohio.
General Electric Co., Schenectady, N. Y.

Hardwick Hindle, Inc., Newark, N. J.

Monitor Controller Co., Baltimore, Md.

Palmer Electric & Manufacturing Co., Waltham, Mass.

The Rowan-Controller Co., Baltimore, Md.

Square D. Co., Detroit, Mich.

Trumbull Electric Manufacturing Co., Plainville, Conn.
Westinghouse Electric & Manufacturing Co., Pittsburgh, Pa.

In the New York ‘“Herald Tribune” of Dec. 10 it was
stated:

The defendant union has about 7,000 members, Mr. Kirkman, its Presi-
dent said. He refused to comment in detail on the complaint when reached
last night, saying that he had only just received it and had not as yet
had time to study it. Mr. Kirkman said, thougn, that the union was
determined to use only union-made fixtures in their work.

Mr. Merritt [of counsel for tha N.E.M.A ] said thav the manufacturers
employed both union and non-union labor. They had no guaranty, he
said, that even if the plants were unionized that Local No. 3 would drop
the bar against their products. .

—_—

Taxpayers Required to File Two Copies of Federal
Income Tax Returns Under New Treasury Decision
—Duplicate Copy to Be Made Available to State
and Local Tax Collectors

Under a decision reached by the Treasury Department,
made known Dec. 3, taxpayers will be required to file in
duplicate their Federal income tax returns next March.
From Washington Dec. 3, advices to the New York “Times”
said:

Guy T. Helvering, Commissioner of Internal Revenue, said to-day that
the Treasury had definitely decided to require the filing of duplicate
returns by each taxpayer. The actual regulation setting forth the require-
ment was not ready for public distribution, but he expected to have a state-
ment ready for the public by the end of the week.

The Treasury order will be based on a law, passed at the last session of
Congress, which repealed the previous law requiring full publicity of income
statistics. The repealer provided that Federal income tax returns ‘‘or
copies thereof'' be made available to any person cnarged witn tne admin-
istration of any State or local tax law.

Confronted witn tne task of complying witn tnis section of the law, the
Treasury has decided that the only feasible way was to require each tax-
payer to file a duplicate of his return. These copies will be held at the
offices of the various Collectors of Internal Revenue, of which there is at
least one in each State, and will be available tc State and local officials who
wish to examine them for local tax purposes.

Officials say that if the original return is filed under oatn tnere will be
no nzed to have the coopy sworn to also. All supporting schedules will also
have to be filed in duplicate, unless present plans are changed, thus throwing
an especially heavy burden on large income taxpayers.

Extensive State and local investigations to cneck tneir tax returns against
Federal returns are expected to follow tne new step. Under present con-
ditions income tax returns are not readily available to local officials because
tne single return filed by an individual may be in Wasnington rather than
in a city brinach office or may be temporarily withdrawn from circulation
entirely because of statistical work. The law previously required a Presi-
dential order, opening the raturns for State inspection, but this requreiment

is now waived.
S e —

Repeal of Publicity Feature of Federal Revenue Act
Sought by Merchants Association of New York
and Other Bodies—Provision Requiring Corpora-
tions to File List of Those Receiving Over $15,000
Viewed as Benefitting ‘“Racketeers”

Faced by the likelihood that, unless prompt action can be
obtained from Congress, the salary paid in 1934 to every
corporation employee receiving over $15,000 a year may be
made public in 1936, local and national business organiza-
tions have joined in a campaign to bring about the repeal of
the publicity feature of Section 148 (d) of the Kederal
Revenue Act of 1934.

It is stated that the organizations which have joined in
this effort regard the provision as almost as obnoxious as the
pink-slip provisoin repealed by the last Congress, since
salary publicity would not only provide a card index of well-
paid officials for the benefit of racketeers. Organizations
co-operating in the repeal movement include Merchants’
Association of New York, National Retail Dry Goods
Association, New York Board of Trade, Bronx Board of
Trade, Sixth Avenue Association, Fifth Avenue Association,
Broadway Association, West Side Association of Commerce,
and the Thirty-fourth Street-Midtown Association. In its
announcement Dec. 9 regarding the movement, the Mer-
chants Association said:

The objectionable section of the law requires that every corporation
“subject to taxation under this title shall in its return submit a list of the
names of all officers and employees of such corporation and the respective
amounts paid to them during the taxable year by the corporation as salary,
commission, bonus, or other compensation for personal services rendered,
if the aggregate amount so paid to the indivudal is in excess of $15,000."
The last sentence of the section requires the Secretary of tne Treasury to
submit an annual report to Congress compiled from tne returns and ‘‘con-
taining tne names of, and tne amounts paid to, eacn sucn officer and
employee and the name of tne paying organization,"

It is in tnis last sentence that the expectavion of publicity lies. Acting
under its provisions the Treasury Department furnished corporations,
filing their returns in 1935, a form known as Form C-1 on which they were
required to set forth the names, positions held and the compensation of all
those employees who received over $15,000 a year in the fiscal year for which
the return was made, and it is expected tnat tne information on these returns
will be used as the basis for the Secretary's report to Congress. Whnen the
matter was brought to the attention of the Commissioner of Internal
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Revenue by the Merchants’ Association, the Commissioner stated that
whether or not Congress will permit public examination of the annual report
submitted under Section 148 (d) will be a matter of public policy entirely
within the discretion of Congress to decide.

_ In explaining that it had been authorized by other organiza~
tions to announce their participation in a campaign for repeal
of the publicity feature the Merchants’ Association said:

There appears to be little doubt that the requirement under which the
Secretary of the Treasury must submit this information to Congress will
lead to publicity. Such publicity, except that the field covered is not
quite so broad, would be open to all the objections registered against the
pink-slip provision which formerly required publicity for net incomes. In
fact, in some respects, it would be worse because from the publication of the
net income it was impossible for anyone to determine the source or the
amount of salary that was represented. This provision would have the
effect of revealing to fellow employees exactly what their associates receive,
would lead to jealousy and would have a most serious effect upon the
morale in many corporations. It mignt similarly lead to unplesantness and
difficulty in familes and with acquaintances as the result of this intin.ite
information being available to neighbors and associates. Furthermore, in
the fully documented and conveniently tabulated form required by the law
the information would be made available to every advertiser, high-pressure
salesman, exploiter, racketeer, kidnapper and blackmailer in the United
States. Responsible employees might be subjected to annoyances and
damages which might cost them their positions or even their lives.

There seems to be no justification whnatever for the discrimination which
results from requiring such information from persons working for corpora-
tions while at the same time exempting those working for unincorporated
enterprises and partnerships. This publicity provision is thoroughly
objectionable and Congress ought to be quite willing to repeal it.

No good reason has been advanced, so far as we can determine, which
would justify the disclosure of such private information.

el e

Valuation of Insurance Company Securities to Be on
Basis of Market Quotations as of Dec. 31 1935—
Resolution Adopted at National Convention of
Insurance Commissioners—Exceptions as to De-
faults and Other Bonds

The National Convention of Insurance Commissioners in
New York City adopted, on Dec. 3, the recommendations of
its Committee on Valuation of Securities that the valuation
ot securities in the annual statements of insurance companies
be on the basis of the market quotations as of Dec. 31 1935.
The Committee’s recommendations, agreed upon on Dec. 2
(somewhat similar to those adopted a year ago), makes cer-
tain' exceptions as to defaulted bonds and State and
municipal bonds. As given in the New York “Journal of
Commerce,” Dec. 3, the resolution fixing the basis for valua-
tion follows :

Book of Valuations

Resolved, That the book containing the valuations of securities as of
Dec. 31 1985, published under the auspices of the National Convention of
Insurance Commissioners, shall be upon the following basis:

1. Stocks and bonds (other than those described in 2 below) shall be
valued at market quotations of Dec. 31 1935.

2. (a) Bonds of States of the United States and of Provinces of the United
States and of Provinces of the Dominion of Canada and political subdivisions
thereof shall be valued as provided in the resolution adopted July 12 1985
by this convention. (A copy of this resclution is given below.)

(b) Such bonds, if issued in 1985, prior to July 1, shall be valued at
July 1 market quotations; if issued subsequent to July 1 the original offering
prices (cost) shall be used.

3. Bonds in default shall be valued on a flat basis, i.e., including past due
and accrued interest. A symbol F shall be used to designate such values.

4. Stock valuations shall include dividends declared or accrued.

“Fair Market Value” Defined

Resolved, That for the inventory of stocks and bonds in the annual state-
ments of insurance companies as of Dec. 31 1935, the following basis is
recommended as fair market value:

1. All bonds amply secured and not in default should be valued on an
amortized basis whenever permitted by law.

2. All other bonds—and where amortization is not permitted by law all
bonds—should be valued as shown in “Valuations of Securities” books pub-
lished under the auspices of the National Convention of Insurance Com-
missioners.

3. Stocks should be valued as shown in “Valuations of Securities” book
described above, except as hereinafter provided.

4. Stocks held by life insurance companies may be valued in the aggregate
at the cost or book value, whichever is lower, provided the income received
by such companies on such stocks in the aggregate, during each of the five
years preceding the date of valuation, shall have been at a rate sufficient to
meet the interest required to maintain policy reserves and other policy
obligations, and provided further, that the net investment income received by
such companies on their ledger assets shall not have been less than required
to maintain the reserve. This shall not apply to stocks of corporations in
receivership or similar status. Cost as used shall be held to include stocks
received as exchanges or rights received as dividends or otherwise at not to
exceed the market value quoted on the date acquired.

Further resolved, That in cases where the condition of insurance companies
may require the immediate disposition of securities, it is recommended that
the discretion of the State supervisory officials of insurance should be exer-
cised to vary the general formula herein set forth, so as to adopt prices
reflected by the exchanges.

The resolution of July 12 1935, referred to above, was as
follows :

Resolved, That the Committee on Valuation of Securities of the National
Convention of Insurance Commissioners recommends the following basis of
valuing bonds of States of the United States and of Provinces of the
Dominion of Canada and political subdivisions thereof for the inventorv of
such securities in the annual statements of insurance companies as of
Dec. 81 1935:

1. Such bonds, where not in default, should be valued at the mean of the
values established by the National Convention of Insurance Commissioners
for Dec, 81 1934, and the market quotations of July 1 1935.

2. Where such bonds are in default, values should be established by the
publishers of the convention book containing security values with such
reasonable adjustments of market quotations as are warranted by the circum.
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stances involved in the separate issues. These adjusted values should approxi-
mate the mean of the valuations established by the convention for Dec. 31
1934, and the indicated market quotations of July 1 1935. These adjust-

* wments in values shall be subject to review by the Committee on Valuation
of Securities.

The recommendations of a year aco were given in our issue
of Dec. 8 1934, page 3574.

————————

Resolution of Convention of Insurance Commissioners
Extend Reguirements for Examination of Com-
panies Operating in More Than Three States—
Title of Commission Changed

A resolution adopted on Dec. 4, in New York City by the
National Convention of Insurance Commissioners proposes
that insurance companies operating in more than three States
be subjeet to examination not only in their home State, but
also in States in which they are licensed to operate. From
the New York ‘“Herald Tribune’” of Dec. 5 we quote:

The so-called ‘‘convention examination,'’ adopted some time ago and,
which, according to the Commissioners, has stopped indiscriminate and
independent examinations, was extended under yesterday's resolution to
include examination of payment of taxes to the respective States in which
the company is licensed, as well as solvency and other matters.

The resolution stated further “‘that all companies be examined as above
through the National Association of Insurance Commissioners committee
on examinations, giving fair representation to the States, with due regard
to geographical location and volume of business in force."

In the same paper it was also stated

After being known as the National Convention of Insurance Commis-
sioners for more than 60 years, the organization's new constitution, which
was adopted yesterday, changes its name to National Association of In-
surance Commissioners. The change in name and the proposed new con-
stitution were designed to broaden the scope of the group, which first met
in 1871.

—_—

George N. Peek Declares United States-Canadian Tariff
Pact Involves ‘A Direct Reversal” of President
Roosevelt’s Position in 1932 Campaign—In Final
Report on Foreign Trade Says Resignation is Due
to Lack of Sympathy with Administration’s Policies

George N. Peek, whose resignation as President of the

Export-Import Bank was noted in our Dec. 7 issue, page

3631, completed on Dec. 6 his final report on foreign trade.

Mr. Peek, who, as we reported last week, likewise indicated

that he had sent to President Roosevelt his resignation as

Foreign Trade Adviser, declares in his report that the

recently concluded trade agreement between the United

States and Canada “involves a direct reversal” of the

President’s position for the 1932 campaign. As to this we

quote as follows from the Washington account Deec. 7 to

the New York ‘“‘Herald Tribune’’:

Using the Canadian agreement as his text, Mr. Peek charged:

First, that it involves a direct reversal of Mr. Roocsevelt's 1932 campaign
pledge not to reduce duties on farm products and his professed determina-
tion to revive industry by increasing the purchasing power of American
farmers.

Second, that through the operation of the State Department's unconsti-
tutional most-favored-nation policy all the trade argreements concluded,
excepting that with Cuba, *‘substantially effect a general tariff reduction,”
which is “‘a matter of major national policy' on wnich Congress has not
passed.

*Iy is my considered view that these are developments which were not
contemplated by Congress at the time of the Trade Agreements Act of
1934," Mr. Peeksaid. ‘‘lfeel that Congressshould be consulted specifically
upon them regardless of the technical authority granted to the President
under the Act of 1934."

Asks Roosevelt Intentions

The President, Mr. Peek observed, had the power to terminate any
trade agreement in whole or in part.

““Will he avail himself of this autnority ?'* Mr. Peek inquired.
consult Congress?"

Thne net effect of the Canadian agreement, Mr. Peek found, was to
assure Canada an increased share of United States markets for agricultural
and forest productions, in return for ‘‘the expectation’' that certain United
States industries would obtain larger markets in Canada for their products,
“especially of productive machinery."” The theory that increased exports
of manufactured products would improve the purchasing power of American
wage earners and so increase their consumption of American farm products,
was, Mr. Peek asserted, *'precisely tne theory upon which three Republican
Administrations acted during the '20s when American agriculture progres-
sively declined."

In noting that Mr. Peek states that he had not resigned
on account of the Canadian pact, the account (Deec. 7) to
the ‘‘Herald Tribune” added:

He pointed out that he had offered his resignation last July but had
been persuaded by the President to withdraw it.

“Will ne

Outlines Resignation Causes

“The real cause of my resignation is my lack of sympathy with the whole
policy that is being followed with regard to international trade and financial
transactions.

“In New York on Armistice Day I made a few observations to my old
friends of the War Industries Board, setting up a hypothetical program of
8 points under two headings: one internationalist policies, the other an

American program. That did not meet with tne approval of tne President,
and that was the immediate cause of my resignation."

Mr. Peek said tne President nad sent him a letter expressing displeasure,
but he refused to make public its contents.

Asked as to his future plans, he said he would open his own office in
Washington Monday morning.

“I am going to stay here and fight it out on this line,” he said.

“It isn't a partisan question,'” he added. ‘‘All tnese major issues cut
squarely across both major parties. Every major issue does."

Asked if he intended to support Mr. Roosevelt for re-election, Mr. Peek
grinned and replied: ‘‘That's something else again."
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Backs no General Plan .

Asked if ne intended to make a fight against the crop-reduction pro-
gram of the Agricultural Adjustment Administration and for the equaliza-
tion fee, the export debenture plan or any of the other subsidized export
or ‘‘two-price’” systems in the promotion of which he was active for a
decade prior to Mr. Roosevelt’s inauguration, Mr. Peek said that he was
convinced that under present world conditions no general plan would work.

‘*The export debenture plan might be a suitable method to apply pur-
suant to an arrangement with a particular country,”’ he said. ‘It couldn't
be worked generally. No plan will work generally.' .

In his speech at tne reunion of the War Industries Board on Armistice
Day, Mr. Peek said that the nation had ‘‘straddled long enough'’ with inter-
national and nationalist policies. The two could not be mixed, he said.
He urged adoption of ‘‘a policy for America,”” which he contrasted, point
by point, with *‘a policy for internationalists,”” He urged:

Tightening of the immigration laws.

Preservation of the American market, price levels and employments,
by selective imports and exports and tariff reductions only for specific
advantages in individual foreign countries, instead of laissezfaire and
vhe unconditional most-favored-nation policy.

Stabilization of the American dollar and tne American price level—
tnereafter ‘‘stabilization by agreement with individual countries or blocs
where possible," instead of currency stabilization by international action.

Control of the export of capital instead of the resumption of general foreign
loans.

Construction of a Navy designed to meet American requirements in
place of “naval limitation by international agreement to meet the require-
ments of Great Britain, Japan, France, Italy and Germany."

Development of American shipping and communications systems.

Settlement of disputes by arbitration confirmed by the Senate, instead
of by the World Court and other foreign tribunals.

Strict neutrality and avoidance of moral judgment on belligerents in
case of wars in Europe and Asia’ a ‘‘cash and carry' policy for wartime
trade. For the Americas: The Monroe Doctrine plus the good neighbor
policy.

Mr. Peek denied to-day that he nad any plans for working with General
Hugh 8. Johnson, his former colleague on the War Industries Board and in
the Roosevelt Administration. In his public utterances, General Johnson
nas indicated accord with many of thne international trade and financial
policies urged by Mr. Peak. In advocating a policy of strict neutrality
in war time and reliance on a *‘cash and carry'’ policy to control war time
trade witn belligerents, both are in agreement with Bernard M. Baruch,
tneir one-time cnief on the War Industries Board.

A further extract from the same advices follows:

For Nation by Nation Trade

In supplementing his formal analysis at a press conference this morning,
Mr. Peek verbally reiterated his belief that ‘‘the way to trade is to trade.”
By that phrase, he said, he meant that trade negotiations snould be con-
duced on a ‘‘country by country’’ basis under a ‘‘conditional’’ ratner tnan
tne unconditional most-favored-nation principle.

These agreements, ne said, need not necessarily be barter arrangements,
but tney should assure definite outlets for specific goods of which the United
States had troublesome surpluses. The unconditional policy of the State
Department went back only to 1922, Mr. Peek asserted.

From 1789 until 1922, he said, the most-favored nation policy of the
United States was conditional—that is, tne concessions made to one country
were extended to otner countries only if they made corresponding conces-
sions. He said the Cuban agreement adopted last year had been successful
because it was ‘‘a real reciprocal agreement of an exclusive character.”

A dispatech from Washington Dec. 7 to the New York
“Times’” had the following to say:

QOutlines Foreign Trading Plan

Althougn conceding during the course of nis press conference tnat the
export-debenture plan which he once championed would not work ouv
to-day, Mr. Peek contended tnat “‘any general plan in connection with
exports comes back to the necsssity of negotiating with individual coun-
tries."

It was idle to talk of horizontal tariff reductions, according to Mr. Peck,
‘‘as long as all other countries are conducting their exterior relations on a
national basis designed to benefit only the individual country concerned."

He recalled the Export-Import Bank's unsuccessful attempt to negotiate
a deal with Germany for the export of 800,000 bales of American cotton,
which, he said, had been blocked by the State Department, as illustrative
of the method of foreign trading he would like to see adopted.

Under the arrangement, he explained, Germany was to pay 259% cash
and the remainder in special marks convertible at not less than the pre-
vailing rate of exchange, and under which no credit was to be extended nor
goods shipped until payment had been made here.

e R T

Charles R. Gay Criticizes Government Spending
Policy—Says False Philosophy Can Lead Only to
Ruin—Tells California Bankers ‘“Normal Recov-
ery” Is Needed—Advocates Restoration of Gold
Standard Without Further Devaluation of Dollar

The general adoption by government of the philosophy of
spending may mean the end of our present economic order,
Charles R. Gay, President of the New York Stock Exchange,
said in an address before Group V of the California Bankers
Association, in Los Angeles, on Dec, 7. Mr. Gay said that if
this philosophy is carried to its logical conclusion it will mean
the end of wealth and the restriction of production to bare
necessities. *“No nation that abandons thrift and saving and
investment,” he stated, “can avoid a reversion to savagery.”
He declared that continuation of the philosophy would
destroy the function of banks and of investment markets.
We shall not be assured of a return to normal conditions in
this country, he continued, “until we have a sound money
system, a banking system devoted to the financing of spon-
taneous industrial and commercial enterprise, and an eco-
nomic order resting on hard work, thrift, saving, investment
and increased production.”

Mr. Gay said that the present Administration’s program
has been based on recovery, relief and reform. Throughout
its policies, he said, has run “a punitive or vengeful spirit,”
and incident thereto he cited the original Securities Act of
1933, which, he said, was so framed that it tended to restrict
investment and reduce confidence. While admitting that
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business recovery is proceeding, he said that it is being
endangered by vast government expenditures, which make for
the possibilities of inflation. He added, in part:

What we want is a healthy, wholesome, normal recovery, without frenzy or
distorted values or unnatural gains. And because of this we would welcome a
government policy which would permit recovery to continue in a normal
way. We should welcome a balancing of the budget, at the earliest prac-
ticable moment. We should like to see the restoration of a complete gold
standard without further devaluation of the dollar. We would welcome a
policy of economy in government with a view to the release of funds for
investment in the productive enterprises of the nation. We should welcome
a revision of that part of our tax laws that now penalizes the sale of
securities in times of rising prices and thus creates an artificial scarcity
value and intensifies the rise of stock prices.

The path of recovery is not only beset by the perils of inflation. It may
be made insecure by legislation. In recent years a false and unhappy eco-
nomic philosophy has seized the people of this country. It is the phi-
losophy that every problem of resources and production has been solved,
that we live in an age of endless abundance. It matters not that this has
been over and over again disproved by statistics and economics alike. It
has seized hold of the people. This philosophy, having once adopted the
theory of overabundance, necessarily goes on to show that the one problem
of society is to persuade the nation to consume. If there are poverty and
low wages and scant living it must be due, they say, to deficient consumer
power. Hence, the final solution of all economic problems is forced spending.

In this unsound philosophy lies a menace to our whole economic system,
not a potential danger but a present onme, already upon us. It is a broad
philosophy, so broad that it covers every activity of our economic order.
It is the underlying philosophy of technoeracy. From it there come a very
host of proposals. One is the 30-hour week, aimed to promote consumption
by spreading work at high wages. Another is the theory of spending one’s
way out of depression. Still a third is the issue of paper money to promote
trade, whether for the purpose of a soldiers’ bonus or other purpose. Still a
fourth is the theory that interest rates must be beaten down to the disap-

pearance point.
—_——

Senator McNary to Introduce Three-Point Farm Relief
Bill at Coming Session of Congress

The intention of Senator McNary of Oregon, Republican
leader in the Senate, to introduce with the opening of Con-
gress a three-point farm relief bill as a basis for “a natural
transition from the Agricultural Adjustment Act to a long-
time program” was made in Associated Press accounts from
‘Washington, Dec. 6, which said that Mr, McNary hopes the
measure will be at least a starter for consideration by Con-
gress in event the Supreme Court invalidates the Agricul-
tural Adjustment Act. From the same advices we take the
following :

Unlike the AAA, which sets crop limits for farmers involved in control
programs and gives them cash for taking land out of production, the McNary
bill seeks indirectly to control surpluses by the optional application of either
the equalization fee, export debenture or domestic allotment plans.

Senator McNary realizes that this is nothing new, but he feels that “there
is a lot of good in the old bill yet.”

It is the same proposal that he put forward in 1932. The plan, supporters
say, aims to segregate the surplus for export, assist in making the tariff
effective on crops, control surpluses by penalizing overproduction and stimu-
late co-operative marketing.

Under the equalization fee plan, the government would take charge of
surpluses, which would be sold abroad at the best figures obtainable. The
idea would be to raise domestic prices of the crops by removing surpluses.

Farmers would be assessed a fee to make up for losses and charges incurred
in sales abroad. The government would aim to discourage any overproduc-
tion by an automatic setup in the fee.

The export debenture involves a Federal appropriation or bounty. Export-
ers of surpluses would receive Treasury certificates amounting to one-half
the tariff on the similar imported product. Other debenture rates would be
established for commodities on the free list, such as raw cotton.

Under the domestic allotment plan, all handlers of farm products would
be licensed. It seeks to force domestic prices up by requiring handlers to
purchase that portion of a crop necessary for domestic use at a price not
less than the average cost of production for the year. Violators would lose
their licenses.

Under his plan, Senator McNary holds, production would be controlled,
because if farmers persisted in overproduction, a lesser proportion of the
crop would sell at the domestic prices, and a larger percentage would
bring the lower prices in the world market. Senator McNary says that
farmers would be wise enough to aljust production accordingly.

—_—

Secretary Wallace Says Class Balance Is Needed to
Save Capitalism—Next 20 Years Will Determine
Economic Future, He Tells Connecticut Pastors—
Predicts Methods to Save AAA if Law Is Found
Unconstitutional

The only way to preserve the capitalistic system is the
attainment of ‘‘a mutually harmonious balance between the
human classes,” Secretary of Agriculture Wallace said in
an address before the Connecticut Council of Churches at
New Haven on Dec. 7. The next 20 years, he said, will
determine “if there is a satisfactory method of stopping the
continually disintegrating effect of pressure groups and
building up a stronger sense of the general welfare without
sacrificing any essential liberty to democratic process and the
essential spiritual sacredness of the individual as an in-
dividual.”

In an interview at Chicago on Dee. 4, Mr. Wallace told
newspaper men that Federal officials are already considering
means of circumventing a possible Supreme Court decision
invalidating the Agricultural Adjustment Act. This inter-
view was reported as follows in the Chicago ‘“Journal of
Commerce’” on Dee. 5:

““We know the Court may act unfavorably on the AAA,'* the Secretary
told newspaper men at the International Live Stock Exposition. “We
know, too, that a lot of interests, particularly in Chicago and New York,
would like to destroy it—probably for political reasons.
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“‘Should the act be thrown out, however, there are a number of other
possibilities which might make it possible to continue, namely, substituting
a sales tax, an income tax, or some other kind of a tax which might be
developed.’

Mr. Wallace declared the AAA so important to the welfare of the farmers
under their present circumstances that not even a Supreme Court decision
could destroy it. He said he is convinced the AAA is popular with the
farmers and that opposition is centered in a few radical farm leaders and in
the cities.

Blames 1934 Drouth

He admitted the “high cost of living'' resulting from rising farm prices
but blamed the drouth of 1934 and not the AAA, saying the farmer still is
not getting his proportionate share of the consumer's dollar. Farm income
now, he said, is about $8,000,000,000 a year. as compared to approximately
$5,000,000,000 when the depression was at its worst and to $19,000,000,000
in the years before 1929.

A New Haven dispateh of Dec. 7 to the New York “Times’
quoted from Mr. Wallace's speech of that date as follows;

“Social engineering within the democratic progress, aimed at raising the
life of the lower half of the population and creating a higher degree of
economic security, will undoubtedly be needed to save the capitalistic
system in superficial manifestations,’” he went on. :

“It is not suggested here that the needs of the times will be met on the
one hand by accepting the simple faith of the Fundamentalists who still
retain the faith of 300 years ago, or on the other hand, by accepting the
materialistic dialectic of Marx and Lenin.

“My analysis of the difficulties of the past 100 years is superficially
somewhat similar in some respects to the socialistic analysis, but I would
find the cure not in a materialistic dialect, but in a dialectic which em-
braces the facts of modern science and economies and then inquires as to
the direction which should be given these facts thus recognizing the in-
tangible, the cultural and the religious."

Referring to a New York clergyman whom he quoted as saying “it is
against the way of God to destroy what He in His goodness has given us,"*

the Secretary said:

“I wonder if this attitude isn't due to a lack of familiarity with the
mechanics of the farm program? Any one familiar with the Adjustment
Administration knows that it has not destroyed food, and does not propose to.
Surely no one would care to urge that it is the farmers' divine duty to produce
cotton at 5 cents a pound, hogs at $3 a hundred and wheat at 30 cents a
bushel and go bankrupt at the end of the year."

—_—

Secretary Wallace in Annual Report Declares Agricul-
ture Is Not Laggard in Production—Increased
Output Planned, but Report Says Unless Urban
Industry Increases Output Result Will Be Lower
Farm Prices

Co-operative crop adjustments, besides aiding farmers and
at the same time safeguarding the interests of consumers,
have invigorated urban industry and pointed the way to a
balanced abundance, declares Secretary of Agriculture Henry
A. Wallace, in his annual report to the President, issued
Dec. 10. Further progress depends, he says, on the co-opera-
tion of non-farm business in a co-ordinated effort for general
expansion.

Asserting that agriculture, despite the recent drought and
the cropadjustments, is producing, relatively to the demand,
far more abundantly than urban industry, the report points
to the importance of correcting this disparity. It urges in-
creased industrial production. Otherwise, with farm produc-
tion well maintained, farm purchasing power will sag, it
contends. “With agriculture continuing to supply the domes-
tic market abundantly, as it fully intends to do,” says the
Secretary, “parity prices for agriculture would require an
industrial production level at least 109% higher than that
of 1929.” Agriculture is not the laggard in production, the
report declares. Factories processing farm products em-
ployed in 1934 about 82% as many wage earners as they
did in 1929, it says, whereas factories processing non-agricul-
tural raw materials employed only 70% as much labor as
they did in 1929. Before agriculture can have permanently
a fair share of the national income, the report insists, the
national production as a whole must be increased. The
report also says:

Fundamentally, the problem is to give agriculture its due share of the
national income through an approach to abundance rather than through an
approach to scarcity. This necessitates an increase in both farm production
and factory. production, but at different rates. Agriculture has begun to
P]an for an increased output. But the result, unless urban industry, too,
increases its output, will be lower relative farm prices and possibly a further
decline in the farm share of the national income, if not also in the absolute
income of agriculture. Agriculture cannot achieve its goal without the
co-operation of industry.

Gross farm income from the production of 1935 and from
rental and benefit payments, the Secretary states, will be
approximately $7,800,000,000, as compared with $7,300,000,000
from the production of 1934 and $5,337,000,000 in 1932. Farm
commodities in September had 86% of their pre-war average
purchasing power, as compared with 55% in 1933, Further-
more, the report points out that farm costs of production
have increased less than the gross farm income in the last
two years, so that the net return to agriculture has increased
proportionately more than the gross return. In support of
bis contention that farm recovery has imparted a stimulus
to urban recovery, the Secretary says it appears that about
four out of every 10 persons re-employed in urban industry
since the spring of 1933 owe the recoverv of their jobs to
the improvement in the farm situation. Further information
embodied in the report is indicated as follows by the Depart-
ment of Agriculture:

Statistical evidence compiled by the United States Department of Agri-
culture indicates that car-lot shipments of manufactured goods from 16
Northeastern States for use primarily by farmers in 10 Southeastern States
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showed an increase of 75% in the first year after the farm adjustment pro-
grams and other recovery measures were started. Sales of automobiles on
farms and in small towns increased 38% in 1934 over 1933, whereas in
cities of more than 10,000 population sales of automobiles increased
only 18%.

That consumers have not suffered from the farm programs may be judged
from the farm commodity price level. Farm commodities in August 1935
averaged only 6% above the pre-war level, whereas the prices of the things
that farmers usually buy averaged 26% above the pre-war level. Food
prices to consumers in August 1935 averaged about 80% of the 1928 level
and had risen to that point from 60% in 1933. The average employed
factory worker’s earnings had also risen to about 809% of the 1928 level,
the report observes.

Shortages of certain food items, notably hog products, must be traced to
the 1934 drought and not to the Agricultural Adjustment Administration
programs. For the current crop year the supply of most food crops is fully
adequate, certain classes of wheat being the only exception. This year's
increased production of food crops will enable farmers shortly to increase
the supply of livestock products, in line with the revised terms of AAA
contracts. Secretary Wallace declares the necessity for controlled production
continues, though the emphasis should now be shifted from reduction to
adequate balanced output for the available market, domestic and foreign.

Analysis of the foreign trade situation further emphasizes the need for
crop control, the report contends. The Secretary reiterates his conviction
that the United States would benefit from a more liberal import policy.
He declares there is no reason to be alarmed over the recent moderate
increase in certain farm imports and argues that an exclusion policy would
react disastrously on the agricultural export trade.

High tariffs on export crops, besides being useless most of
the time, according to the report, commit agriculture to a
high tariff philosophy, encourage other industries to demand
prohibitive tariffs on their goods, and provoke retaliatory
action abroad. Thus, without safeguarding agriculture’s
home market, such tariffs damage its foreign market, the
basis of which is reciprocal international trade. The report
also discusses farm land values and urges farmers to ponder
the dangers of speculation and overvaluation. It describes
various aspects of the Department’s land program, including
retirement of submarginal areas, problems involved in reset-
tlement, and the provision for forests and wildlife areas. It
discussed the Department’s projects for basic research under
the new Bankhead-Jones law, recounts scientific achieve-
ments in the Department’s bureaus, and gives statistics on
Federal road construction for the last fiscal year.

————————

Bureau of Agricultural Economics Reports Year of
Varied Work—Finds Processing Tax Passed on to
Consumers

The Bureau of Agricultural Economics continued most of
its established activities and engaged in new ones as necessi-
tated by emergencies or the need for new information in
guiding the policies of agricultural adjustment, according to
Dr. A. G. Black, Chief of the Bureau, who in his annual

report states that these activities covered a wide range, from
emergency drought surveys and the listing of feed supplies

to specific economic research on
problems.

Dr. Black reports that “the economic effects of Agricul-
tural Adjustment Administration marketing agreements and
processing taxes were studied,” and says:

Studies of the effects of processing taxes have been made, particularly
in relation to wheat, cotton and hogs. Briefly, the findings are that
processors in general have not absorbed the taxes, but that they have been
passed on to the consumer or have tended to lower prices to farmers below
what these prices would be if some means other than processing were avail-
able for financing the program.

If the effects of the taxes are considered, along with benefit payments to
farmers and with price increases due to the control of production, it is
evident that the income of wheat, cotton and hog producers has been raised.

In a chapter on current-information services, Dr. Black
says the gathering of statistics of production of agricultural
products, of stocks and movements to market, of prices, for-
eign trade, and related subjects, is the basic work of the
Bureau. He tells how the crop and livestock estimating serv-
ice of the Bureau has been expanded to aid in adjustment
programs, and of the help given in connection with the Bank-
head cotton program. Various features of the report (made
public Dec. 2) are summarized, in part, as follows by the
Department of Agriculture:

Dr. Black reports that the principal developments in the work of the
foreign offices of the Foreign Agricultural Service were—

(1) A start at concentration of reporting on a commodity basis in the
European offices.

(2) A marked increase in participation by Foreign Agricultural Service
officers at international conferences; and

(3) A considerable extension in activities of agricultural attaches as
advisers to the heads of the embassies or legations to which they are
aceredited.

A preliminary report on the consumption of American and other growths
of cotton in Japan, and a report on cotton production in southern Brazil
was issued. Studies were made of foreign agricultural policies. A number
of special reports were issued analyzing the factors affecting agricultural
exports to China,

In a chapter on standardization and inspection of farm products, Dr. Black
says a significant phase of this work has been the increased interest on the
part of consumers and consumer organizations. Recognizing this trend and
its importance, the Bureau for the first time sent an exhibit showing the
use of quality standards in the labeling of products for consumer use to the
annual meeting of the American Home Economics Association. Work on
standards which will be of practical use to consumers, and on labeling meth-
ods for showing quality is being pushed more effectively than heretofore,

During the year changes were made in standards for grades of cotton,
and new grain standards were put into effect. Progress was made in
developing standards of livestock ; there was an increase in the quantity of
meat graded under Bureau standards, and the work in wool standards and
grading was improved.

complicated current
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More than 306,000 cars of fruits and vegetables were inspected at shipping
points during the year, and 53,443 cars in receiving markets. More than
5,000,000 dozen cans of fruits and vegetables were graded. The Bugeau
expanded its grading and inspecting of dairy and poultry products, and
tobacco inspection operations involved the largest total of tobacco inspected
in any year except the fiscal year 1934.

The unusual and frequent change of prices of famn products during the
year maintained the demand for current market-news reports, it is stated.
The Bureau’s leased-wire reporting system covered about 9,000 miles, giving
instant communication between about 50 offices in the principal market
centers and a large number of short-time field stations. Full-time livestock
market reporting offices were maintained at 23 important public livestock
markets. . . .

The Bureau administers a number of regulatory laws such as the Cotton
Futures Act, Cotton Standards Act, Grain Standards Act, Warehouse Act,
Produce Agency Act, Perishable Commodities Act, and Standard Con-
tainer Act.

Many economic research projects were carried on. They included a
national program of cotton research, studies in packaging cotton, a survey
of the world cotton situation, a regional-adjustment survey, research in types
of farming, and a detailed study of wheat farming.

The Bureau computed costs of producing corn, wheat, oats, milk and
cotton. It made localized studies in farm management, and conducted
surveys on farm taxes, bank loans in agriculture, net demand deposits in
agricultural areas, farm properties acquired through foreclosures, country-
bank policy, production-credit loan policies, seed loan borrowings, and
agricultural insurance.

An index of world industrial production was prepared to afford a measure
of changes in world demand. The Bureau undertook to estimate monthly
receipts from the sale of farm products by States. It collected much informa-
tion regarding the effect of freight rates upon the shift in the transportation
of agricultural products from railroads to trucks.

Other research included studies of price spreads between producers and
consumers, and statistical research on supply of and demand for various
farm products and movements of farm population. Aid was given in some
States in studies of local governmental problems with a view to making local
government less expensive and more efficient.

—_—

Four-Year Program for Cotton Announced—Fixes
Total Base Area at 44,500,000 Acres or 1,000,000
Acres Below 1935

Approval by Secretary of Agriculture Wallace of a four-
year cotton adjustment contract was announced on Dec. 2
by the Agricultural Adjustment Administration. The con-
tract, covering the vears 1936, 1937, 1938 and 1939, will be
offered to cotton producers to replace the one expiring at
the close of this year. The new program adopts a total
base cotton area of 44,500,000 acres, it is stated. This year
45,500,000 acres were allotted as eligible for cotton planting.
In Washington advices Dec. 2 to the New York “Herald
Tribune” of Dee. 3 it was stated:

The cotton contract for next year calls for a further restriction of pro-
duction. Cotton farmers will be required to reduce their planting 30%
below their base acreage and, at their option, may receive benefit payments
on a reduction as agreat as 45%. The comparable terms were 35 to 45%
in 1934, and 25 to 35% this year. The AAA pointed out that while the
9,000,000 world carryover of American cotton on Aug. 1 1935 was 4,000,000
bales below the record carryover of 1932, it was still 3,000,000 bales largsr
than the average carryover for the 10-year period ended in 1933. Therefore,
it concluded, production must still be kept below consumption.

Crop Near Consumption
F The reduction in total cotton acreage this yzar was actually 32.8%,
and the current crop is estimated to have yielded 11,169,000 bales, against
a tentatively estimated consumption, domestic and export, of about
12,000,000 bales for the cotton year ending next Aug. 1.

A cotton producer will receive at least five cents a pound on the average
vield of the acres which he retires from production. He must raise at
least 259% of his base average.

Cotton benefit payments will be paid in single payments made as soon
as the work of checking compliance is completed following the planting
season in each county. At the rate of five cents a pound, the average
payment will approximate $8.60 an acre, approximately that paid in 1934.

Cotton contractors are prohibited from increasing their plantings of
peanuts, tobacco or rice beyond their 1934 or 1935 plantings, whichever
were the higher. In fixing the base-cotton acreage, each State is per-
mitted to choose from a variety of formulas, but whichever formula is
chosen must be applied to the entire State. A total base acreage of
44,500,000 acres for the nation is declared.

The new cotton contract also provides for increased payments to share-
croppers and certain classes of tenants.

e

Potato Growers with Sales of 650 Bushels or Less An-
nually from 1932 to 1935 to Receive Tax Free Allot-
ment of Equal Amount

I~ Any potato grower whose average annual sales of potatoes
during the years 1932-1935 were 50 bushels or less will
receive a tax free allotment of potatoes equal to such annual
sales under regulations for administration of the Potato Act
of 1935 which were announced Dec. 5 by the Agricultural
Adjustment Administration. The announcement stated:

F In order to obtain tax free allotments, each grower will file an application
under which he will establish his past sales. County offices will announce
the time for filing applications.

If a grower’s past sales during the base period, 1932-1935, were 50 bushels
of potatoes annually, he will receive tax exemption stamps for the potato
allotment year which began Dec. 1 1935, equal to 50 bushels of potatoes.
If his average sales were 30 bushels, he will receive tax exemption stamps
equal to 30 bushels.

Farms which produce 5 bushels of potatoes or less annually were specific-
ally exempted under the provisions of the Potato Act from any tax. The
increase in the exemption was possible, however, under subsection (2) of
section 205 of the Act.

The AAA followed the unanimous recommendations of the National
Potato Advisory Committee, made on Nov. 21 1935, in increasing the
exemption.

“Study of data available from the 1934 census of agriculture indicates
that the exemption of 50 bushels will require a slightly larger downward
adjustment, probably not more than 1%, in the sales allotments to farms
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selling more than 50 bushels of potatoes than would be required if the
cxemption were not allowed,” J. B. Hutson, director of the division in
eharge of the potato program, said.

The tax exempt sales allotment of potatoes under the
Potato Act was referred to in our issue of Nov. 9, page 2988.
—_—

Consumers Exempt from Penalties Under Potato Act
of 1935, AAA Announces

The Agricultural Adjustment Administration announced
Dee. 7 that consumers buying potatoes in the ordinary way
are exempt from penalties under the Potato Act of 1935. The
announcement was made after the Bureau of Internal
Revenue had issued regulations relating to the taxes imposed
by the Potato Act.

“The penalty provision, insofar as any consumer is con-
cerned, applies only to persons who knowingly violate the
act by purchasing potatoes which were not packed in closed
and stamped containers at the time of their first sale,” J. B.
Hutson, director of the division which has charge of the
potato program, said. He added:

This means that a buyer would not violate the Act unless he purchased
potatoes direct from the grower, while knowing that the grower had not
complied with the requirements of the Act with regard to packaging and
stamping.

The majority of the retail sales of potatoes—sales from store to con-
sumer—do not come within the scope of the Potato Act. The Act says the
first sale of potatoes harvested and sold on or after Dec. 1 1935, shall be
in closed containers bearing tax-exempt or tax paid stamps. The first sale
means only the initial sale by the producer. The potatoes sold by retailers
do not represent the first sale unless the retailer is also the grower of the
potatoes he is selling. Consumers buying potatoes from retailers need
have no concern if the potatoes are not in closed and stamped containers.
Che potatoes need be in such stamped containers only at the time of the
first sale.

Consequently, in most instances, observance of the provision relating
to first sale means that the statute has been complied with to the fullest
extent and that the law does not apply to the ordinary sale to the consumer.
Housewives and other purchasers of potatoes for consumption will continue
to buy their potatoes in the customary way, unaffected directly by the law.

Recommendations for amendment of Section 220 of the
Act to specifically exclude the consumer from any possible
penalty in connection with packaging and the affixing of
stamps to packages have been made by the National Potato
Advisory Committee and the Potato Program Development
Committee, it is stated. Both groups are composed of
representative commercial potato growers. The recom-
mendations will be referred to Congress after it convenes
in January. The Potato Act, the text of which was given
in our issue of Sept. 14, page 1657, became effective Dee. 1
on potatoes harvested and sold after that date. Almost all
the potatoes which are being sold now, however, were har-
vested before Dec. 1 and consequently are not affected by
the law. Mr. Hutson also stated:

Only about 1% of the total potato crop of the United States is dug
between Dec. 1 and March 1. The other 99% of the crop comes from States
which harvest from March 1 to Dec. 1.

I'he great bulk of the potatoes harvested and sold after Dec. 1 will be
marketed without payment of a tax since the growers are automatically
entitled to sales apportionments approximately equal to sales averages
for past years. The aim of the Potato Act is to eliminate, through a tax
on the sale of surplus potatoes, the gluts which have depressed prices in
the past. If the law operates successfully, both consumer and growers
will be benefited.

—_——

New Corn-Hog Contract Offered to Farmers for 1936
and 1937—Provides for 309, Increase in Hog Pro-
duction Next Year—Corn Crop Would Be Limited
to 95,000,000 Acres

Announcement of a 1936-37 corn-hog adjustment program,
along lines of that recommended by the Agricultural Adjust-
ment Administration about a month ago, was made on Dec. 2
by Henry A. Wallace, Secretary of Agriculture. The con-
tract proposes a 309% increase in hog production next year
over this year’s output, and also proposes to restrict the corn
crop to 95,000,000 acres, an increase of about 1,400,000 over
the acreage permitted in 1935. The recommendations of
the AAA for the two-year program were referred to in our
issue of Nov. 23, page 3321.

In reporting Secretary Wallace's announcement of the new
program, United Press advices from Washington, Dec. 2,
to the New York “Journal of Commerce’” of Deec. 3, said:

Details were revealed as the Bureau of Agricultural Economics, the
Government's chief agricultural research agency, reported results of a survey
showing that Agricultural Adjustment Act processing taxes eitner had+been
passed on to the consumer or had been paid indirectly by the farmer who
received lower prices for his products.

Under the new adjustment program a corn acreage base and a market hog
base will be fixed after appraisal by community committees and review by
county allotment committees.

Co-operating producers must agree to plant corn next year on at least
25% of their base acreages. They will be permitted to retire from 10 to
307% of their base acreage for soil-improving or erosion-preventing purposes.
Hog growers must agree to produce between 50 and 100 % of the base market
production.

The 1936 corn adjustment payment will be 35 cents per bushel on the ap-
praised yield times adjusted acreage, less a pro rata share of local adminis-
trative expenses.

Corn adjustment payments will be made in two instalments. The first,
at the rate of 20 cents a bushel is to be made about Aug. 1. The second
will be due about Dec. 31 1936, at the rate of 15 cents per bushel.

A paymeny of $1.25 per head will be made on each hog in tne base. De-
ductions will be made at the rate of $2.50 per head if a producer fails to
raise 50% of his base. The total payment to a producer will be the same
for a production ranging from 50% to 100% of his base. For example, a
producer who base is 100 nogs and wno produces any number from 50 to
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100 head will receive a payment of $125. If he produces only 40 head
his payment will be $100. Deductions of $5 per head will be made if he
raises more than his assigned base.

Hog payments, less the pro rata snare of local administrative expenses,
will be made in one instalment about Dec. 31 1936.

In 1937 rates will be announced by Nov. 30 1936, but the rate on corn
will not be less than 30 cents per bushel and the rate on hozs will not be
less than $1.25 per head.

The goal of the program, Secretary Wallace said, *‘is to balance produc-
tion at a point where the supplies of these commodities will sell at a price
low enough to move tnem freely into consumption, but nign enougn to keep
tn2m coming along over a period of years—keeping in mind the need for
protecting our natural resources, which in this case is the soil—and to bring
about these adjustments through a continuation of democratic processes
involving a high degree of local administrative responsibility."

—_——
$133,387,289 in Rental and Benefit Payments Dis-
tributed by AAA to Farmers Co-operating in Six
Programs During Period July 1 to Sept. 30

During the first quarter of the current fiscal year, July 1
to Sept. 30, farmers co-operating in six agricultural adjust-
ment programs received rental and benefit payments totaling
$133,387,289, according to the monthly report issued Dec. S
by the Comptroller of the Agricultural Adjustment Adminis-
tration. Such payments accounted for the greater part of the
total expenditures of $159,352,843 reported for the period,
said an announcement issued by the AAA, which continued :

Disbursements for the period, aside from benefit payments, were listed
as follows:

Removal and conservation of surplus, $969,182; drought relief, food conserva-
tlon and disease eradication operations, $4,572,386; trust fund operations, $2,176,556;
administrative expenses, $11,325,646; and tax refunds, $6,921,785.

The report shows that total available funds amounted to $206,072,434,
made up of $169,493,451 from proceeds of appropriations and trust funds,
and $36,578,983 from processing tax receipts reported only through Aug. 81
at the time the report was prepared. Expenditures chargeable against appro-
priations and trust funds amounted to $11,193,965 for the period, leaving a
balance of $158,209,486. Expenditures chargeable against processing tax
receipts amounted to $148,158,878, creating a deficit of $111,579,895. Thus,
the net balance of total funds available as compared to total expenditures
was $46,719,591 as of Oct. 1.

The deficit shown as a result of the excess of expenditures chargeable against
processing tax receipts over actual receipts would show a balance instead,
if processing tax funds now held up as a result of court action were received,
officials stated. It is estimated that as of Sept. 30 a total of $126,281,273
of processing taxes are due but unpaid as a result of such litigation. If
this were paid, the deficit would be wiped out and a surplus of approximately
$14,701,379 would exist. The total balance available as of Sept. 30 then
would become $173,000,864. The estimate of the amount of taxes due, but
unpaid or held in escrow under court action, was based on normal receipts
for the months in which funds have been withheld, adjusted for actual
receipts.

Processing tax collections for the period amounted to $40,855,549, of
which $5,746,638 was from wheat, $2,445,860 from cotton, $8,566,105 from
tobacco, $510,650 from field corn, $5,580,686 from hags, $319,154 from
paper and jute, $16,939,172 from sugar, $115,915 from peanuts, $124,256
from rice, $47,776 from the cotton ginning tax under the Bankhead Act,
$285,617 from tobacco under the Kerr-Smith Act, $1,267 from rye, and
unclassified $171,853.

In connection with the processing tax collections, officials emphasized
the fact that the relation of the cost of processing taxes to the citizens of
a State as compared to the benefit payments received by farmers within the
same State, can not be determined by a comparison of tax collections by
States to rental and benefit payments by States. It was pointed out that
reports of tax reports merely indicate the amount of taxes collected from
brocessors on farm commodities processed within a State. Studies have
shown that processors generally pass the taxes on to the ultimate consumer,
and from processing centers such products are distributed over the entire
country. Thus, such reports give no indication of the actual amount of
Processing taxes paid by consumers living within the boundaries of any
given State. The only possible method to determine the amount of taxes
paid by the people living within a given State, officials say, is to determine
the quantity of taxed commodities actually consumed within its boundaries,
and then, to determine whether the tax was borne by the processor, passed
on to the consumer or back to the farmer.

Processing tax collections have been largest in Illinois, which is the
largest processor of hogs, and also is an important center for manufactures
of wheat and corn. Next highest collections come in New York, where
large amounts of wheat, corn, hogs, cotton and tobacco are processed ;
North Carolina, an important manufacturer of tobacco and cotton products ;
and Minnesota, which is the leading wheat-milling State. The agricultural
products processed in these States from commodities subject to a processing
tax, however, were sold in every State in the Union.

Expenditures for the three-month period chargeable against processing tax
receipts were as follows:

Rental and benefit payments, $133,388,977; removal of surplus, $113,681; admin-
Istrative expenses, $7,734,436; and tax refunds, $6,921,785.

Expenditures chargeable against definite appropriations or trust funds
amounted to $11,193,965, divided as follows :

An adjustment of $1,688 for rental and benefit payments; $855,502 for removal of
surplus; $4,572,386 for drought relief, food conservation and disease eradication:
$2,176,556 in trust fund disbursements, and $3,591,210 for administration.

Amounts distributed in rental and benefit payments, by commodity, were
as follows:

Cotton, $14,850,534; wheat, $36,809,250; tobacco, $5,780,715; corn-hogs, $57,~
313,078; sugar, $14,509,171, and rice, $4,034,541,

Drought relief operations involved $849,251, of which $784,5679 represents
expenditures in connection with conservation of seeds, $51,886, for feed
and forage, $437 for purchase of sheep and goats, $12,350 for purchase of
drought cattle. Indemnities paid producers under the program for eradica-
tion of Bang’s disease and bovine tuberculosis amounted to $3,728,134.

Surplus removal operations included $37,106 for hogs, $885,502 for dairy
products, and $76,574 for peanuts,

—_—
Opposition to AAA Production Control Voiced by New
York State Grange

By an overwhelming majority the New York State
Grange in annual convention at Oneonta, N. Y., on Dec. 12
registered its disapproval of the Agricultural Administration
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plan of production control. The delegates approved a
resolution introduced by the Wyoming County Pomona
Grange, declaring that ‘‘the remedy for many of the ills
affecting agriculture lies within the means of farmers them-
selves.”” The resolution further declared:

I'he farmers are capable and better fitted to apply these remedies. We
favor the support of farmer-owned, farmer-controlled co-operatives in
place of the AAA plan of production control.

Associated Press advices from Oneonta, likewise report
as follows regarding the resolution, copies of which were
forwarded to President Roosevelt, Secretary Wallace and
New York’s Senators and Representatives:

The resolution also declared the convention’s belief that *‘the greatest
assistance the Government can render agriculture is through properly con-
ducted research to establish more efficient methods of marketing, through
the development of new uses for agricultural products and through more
efficient methods of production leading to lower costs.

_——————————

Conference to Be Held in South to Determine Attitude
Toward AAA Cotton Control Act—Administration
to Seek Views on Voluntary Curb in Event of Ad-
verse Court Decision

The fact that the Agricultural Adjustment Adminis-
tration is planning to ascertain the views of producers as to
whether controlled cotton production shall be continued
on a voluntary basis, was disclosed in a Washington dis-
patech Dee. 12 to the New York “Times’” which indicated
that the Administration was moved to aect, with the possi-
bility of an unfavorable Supreme Court decision on the
Bankhead Cotton Control Act. From the dispatch to the
“Times’” we quote:

Headed for Atlanta were some of the AAA's foremost cotton experts
and most persuasive orators, They were of tne opinion tnat invalidation of
the compulsory conurol law probably was only a matter of time, and were
bent on *‘selling”’ field agents on the need for learning to do witnout it.

The Atlanta conference is the first of three to be held for the purpose
of discussing points of opposition to a 1936 control program without man-
datory restraints.

The subsequent meetings will be held at Dallas and Memphis. The
Atlanta session is scneduled for to-morrow and Saturday: that at Mempnis
on Monday and Tuesday, and that at Dallas on Dec. 19 and 20. Upon
the basis of observations made at these meetings, officials will report to
Secretary Wallace on whether a strictly voluntary production control
program can be made effective.

Rising Prices Raise Question

Although of importance in themselves, the Cotton Belt meetings are
expected to provide the answer to an even more vital problem confronting
the AAA. It involyes the extent to wnich AAA programs may be jeopar-
dized by rising prices for commodities the production of which it hopes to
control.

—eee

AAA Ends Authorization for December Sugar

Withdrawals

The Agricultural Adjustment Administration, it was
announced, Dec. 11, has stopped the issuance of applica-
tions during December for 30-day withdrawals of sugar
under bond. An announcement by the Sugar Section of
the AAA said-

No further applications for 30-day withdrawals of sugars under bond
will be granted for the year 1935 under Section 201 (b) of General Sugar
Order No. 1, Revision 1. This section of the order provides for release
of non-quota sugars from customs custody under bond for processing
upon condition that such sugars or their equivalent are returned to customs
custody within 30 days.

The raw sugars released from customs custody recently under the order
have been or will be used mainly to prevent exhaustion of year-end refiners
quota stocks. Sugar Section officials said, and in effect will be deducted
from next years' quota.

The procedure for releasing the sugar under bond was
referred to in our issue of Oct. 26, page 2651.
e e

No Program for Marketing of 1936 Wool and Mohair
Clip to Be Put Into Effect, Governor Myers of
FCA Announces

Acting upon the recommendation of the Wool and Mohair
Advisory Committee of the Farm Credit Administration,
Governor W. 1. Myers announced on Dec¢. 1 that no program
for the marketing of the 1936 clip will be put into effect. He
added that the Committee will be maintained to continue its
work in connection with some 14,000,000 pounds of unsold
wool now in Boston and Philadelphia in which the FCA is
financially interested. This unsold tonnage is largely an
accumulation from the 1935 clip, it is stated. Judging from
the present sale it is expected this wool will have been mar-
keted before the new clip comes on, and in this connection the
Governor points out that wools which have been restricted
from sale either by growers or financing concerns will not
have the supervision of the Committee after Dec. 31 this year,
unless released for sale prior to that date. Governor Myers
stated:

During the period in which the Committee has been in existence approxi-
mately 190,000,000 pounds of wool in which the FCA had a financial interest
have been handled by the farmers’ co-oper