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Allied Chemical & Dye Corporation

To the Stockholders:

Herewith are presented the consolidated balance sheet of the Company at the close of business December 31,
, and the consolidated income account for the year.

Net income for the year was $21,701,275. o

Gross retirements from property account amounted to $2,471,947. Adequate accruals for depreciation and
obsolescence were made and plant efficiency fully maintained. i

An increase in volume of business was experienced during the year and was shared by all subsidiaries. The
improvement over the corresponding period of 1934 began in March and continued-thereafter at a rate which
gradually accelerated throughout the balance of the year. Our subsidiaries benefited from the partial recovery
of the durable goods industries which are substantial consumers of basic chemicals. Exports were restricted by
import barriers erected by foreign governments in many of the principal markets of the world.

Expenditures for research continue to be large, but resulting benefits are reflected both in improvements
in current operations and in development of new activities. :

An initial unit of the first commerecial plant ever constructed for producing chlorine directly from salt without
simultaneously producing caustic soda is geing completed at Hopewell, Va. This process makes it possible to
supply chlorine; for which there is an increasing demand, on an economic basis without production of caustic
soda for which the demand is increasing less rapidly. |

In 1931, because of world-wide economic readjustments then being experienced, a reserve of $40,000,000
was established for the protection of the Company’s investments and securities. It has not been necessary to use
any part of this reserve. U. S. Government Securities, Marketable Securities and Investments where quoted,
had an aggregate market value as of December 31, 1935, in excess of total cost including cost of Investments not
having a quoted value. However, pending furth er developments, final disposition of the reserve has been deferred.

Since the close of the year all of the preferfed stock has been redeemed. The amount required to redeem
the preferred stock in the hands of the public, namely $41,760,000, was provided out of available funds without
recourse to borrowing or other refinancing. : ! : o

In view of.the strength of the Company’s resources and the efficiency evidenced by the organization, the
Directors believe the Company is prepared to share fully ini the industrial expansion of the country. The Directors
look to the Company’s future with continued confidence.

Respectfully submitted, .
Dated, March 19-,. 1936. H. F. ATHERTON, President
CONSOLIDATED GENERAL BALANCE SHEET—DECEMBER 31, 1935

ASSETS LIABILITIES
PROPERTY ACCOUNT— i ES—
Real Estate, Plants, Equipment, Mines, etc, 33.319.260%1
- 4,280,417.75

1935

|
CURRENT LIABILITI
Accounts Payable. .
ages Accrued . ___
Dividends Payable

RESERVES—
Depreciation, Obsolescence,
t

at cost $228,303,891.94

; $7,816,660.86
INVESTMENTS—!

Sundry Investments at cost or less 28,545,039.30

$147,639,670.08
Investments and Securities_ . _ 000.
General Contingencies

CURRENT ASSETS— Taxes__._

Cash.c oot Loge 20 s ey $38,419,338.25
U.'S. Government Securities at
i o, P e 26,792,161.88
Marketable Securities at cost__. 22.839.350.00
Accounts and Notes Receiv-
11,154,666.32

21,735,369.64

1,481,250.23
| CAPITAL STOCK AND SURPLUS—

Preferred Stock, Par $100. per
lssued 392,849 Shares
Common Stoci{, without par

value, basis $5. per Share:

Issued 2,401,288 Shares___.
Capital Surplus
Further Surplus

206,281,366.63

1 ablet——l_eu Reserve i
(3 t t t
“whichever is lowsr. s .o rer o
120,940,886.09
12,006,440.00
61,752,335.00
104,435,465.53

Total Capital Stock and Sur-
1 $217,479,140.53
31,477,785.25
186,001,355.28

$400,098,272.77

DEFERRED CHARGES—

Prepaid Taxes, Insurance, etc 1,002,512.83

OTHER ASSETS—
Patents, Processes,
will, etc

Trade Marks,

21,305,942.61
$400,098,272.77

The Company’s stock was permanently registered on the New York Stock Exchange effective July 1, 1935, under the Securities Exchange
Act of 1934. The above balance sheet is substantially in accordance with form filed with the Securities and Exchange Commission. Se-~
curities amounting to $70,593,320 included under Investments in Annual Report for 1934 are carried herein as follows: Securities at cost of
816,276,185 are included in Sundry Investments; Securities at cost of $22,839,350 consisting of 224,000 shares of common stock of the United
States Steel Corporasion and 90,000 shares of capital stock of the Air Reduction Company, Inc., listed on the New York Stock Exchange
and having a market value on December 31, 1935 of $26,074,000 are carried as Marketable Securities; Treasury Stock consisting of 187,189
shares of common stock at cost of $25,837,300, and 47,309 shares of preferred stock at cost of $5,640,485 has been deducted from Liabilities.
U. 8. Government Securities had a market value at December 31, 1935 of $27,419,605.

Further Surplus consists of $43,528,720 earned surplus accrued to the Company since its organization and $60,906,745 accrued to its
subsidiary companies prior to the Company’s organization. The preferred stock of the Company was redeemed on February 14, 1936

CONSOLIDATED INCOME ACCOUNT
YEAR ENDED DECEMBER 31, 1935

Gross Income (other than dividends and i
renewals, all state, local and capital sto
ther Income: 3
Dividends
Interest

nterest) after provision for depreciation, obsolescence, repairs and

ck taxes $22,336,434.37
$1,549,631.60
787,072.76
2,336,704.36

$24,673,138.73
2,971,863.66

$21,701,275.07

Gross Income before

provision for Federal Income Taxes
Federal Income Taxe s

8
Net Income..

Surplus at December 31, 1934
Net Income year 1935

Dividends declared:
Preferred
- Common

$160,189,899.46
21,701,276.07
—$181,891,174.53

$2,749,943.00
14,407,728.00

$17,157,671.00
1,454,297.00
- 15,703,374.00

Surplus at December 31, 1935 $166,187,800.53
Allied Chemical & Dye Corporation,
New York, N. Y. . . | «

We have made an examination of the consolidated general balance sheet of the Allied Chemical & Dye Corporation and its subsidiary
companies as at December 31, 1935, and of the statements of consolidated income and surplus for the year 1935. In connection therewith,
we examined or tested accounting records of the company and its subsidiary companies and other supporting evidence
and explanations from officers and employees of the companies; we also made a general review of the accounting methods and of the operating
and income accounts for the year, but we did not make a detailed audit of the transactions.

In our opinion, based upon such examination, the accompanying consolidated general balance sheet and related statements of income and
surplus fairly present, in accordance with accepted principles of accounting consistently maintained by the companies during the year under
review, the financial position at December 31, 1935, and the results of the operations for the year. WEST, FLINT & CO

March 18, 1936
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The Financial Situation

S HAS been his wont in the past the President
has departed for ‘a vacation in Southern
waters, leaving Congress with some suggestions and
certain demands, but otherwise largely to. its own
devices. If matters follow their usual course in
these circumstapces, there will ensue some heated
debate on Capitol Hill and a considerable showing
of rebellion against White House domination, which,
however, will be without very definite results of
immediate practical importance. After a. time,
assuming that there will be a repetition of the
experiences of the past two or three years, the

ceded it. The roots of our present troubles go far
deeper. They reach some two decades into the
past and run through at least five Presidential Ad-
ministrations. So far from having been ferreted
out by the present Washington regime, they have
taken on new life, spread out further into the soil,
and brought forth fruits that equal any of the evils
of the previous Administrations and in several re-
spects far exceed both in degree and basic nature
any of those of the past. The crying need of the
day is, however, not merely for defeat of Mr.
Roosevelt and his adherents, but for the formulation

President will return re-
freshed to face a Congress
tired, eager to go home,
and somewhat discredited
by its own incompetence.
Then will come the test
that will determine
‘whether the President is
again largely to have his
way at the other end of
Pennsylvania Avenue —
and, we suppose, with the
odds favoring the Chief
Executive.

At any rate, we may
assume that we shall have
a “breathing spell” from
fresh proposals from the
Administration. This fact,
coupled with the circum-
stance that several candi-
dates for the Presidency
in opposition to the present
incumbent are althost daily
giving the public further
glimpses of themselves,
and, so far as their caution
permits, of their views on
public questions, renders
the present an opportune
time to pause for a sober
review of public questions
as they now stand and of
the real needs of the
country so far as they re-
late to national public
policies. There has . of
late been so much ‘‘snip-
ing” at relatively unim-

Physician, Heal Thyself

According to current Washington dis-
patches, one of the first questions asked the
first witness at the so-called Townsend in-
quiry, a former confrere of Dr. Townsend,
was intended to disclose whether the witness
had ever made a study of economics. The
reply is said to have been a frank negative.

If by economics is meant a realistic expo-
sition of the facts and principles that govern
in the practical work-a-day world, which is
the only sense in which the word has any
useful meaning, the questioned might easily
have turned questioner. In such a case the
reply, if equally as frank, must have been
identical with that of the witness.

It has been obvious for many years past
that the member of Congress who has given
intelligent and systematic study to economics
isindeed rare. If the facts were otherwise we
could not possibly have accumulated the leg-
islation that now clutters the statute books
of the nation. Nor would the so-called Town-
send Plan have gained the headway it is
said to have made in Washington.

Yet for at least two decades the tasks of
Congress have been, or should have been,
predominantly concerned with economics in
the broader sense, that is, with questions
that have to do with legislation directly and
mightily affecting the business community
which in the last analysis includes all of us.

There have been many occasions in recent
years when we, along with every other
thoughtful observer we suppose, could not
suppress a feeling akin to disgust with the
pronouncements of self-styled economists.
Their influence has been anything but help-
ful. Some of them were close advisers of
President Coolidge, some of them had a hand
in many of President Hoover’s blunders, still
others have been the mainstay of the New
Deal.

But of thoughtful well-trained realists in
the field of economics we have suffered a
scarcity for years past, and nowhere more
so than in the halls of Congress.

The witness above mentioned should have
retorted to his tormenters: ‘‘Physician, heal
thyself.”

of a well-rounded group of
sound national policies that
would bear little resem-
blance to those of the New
Deal, the New Era, or the
earlier post-war years.

We began to lay up
trouble for ourselves as
soon as the first shock of
the outbreak of war in
1914 had passed. The vast
stimulation in the foreign
demand for goods incident
to that titanic struggle long
before we entered it, and
the consequent inflow  of
gold, tempted us effectively
to inflation. - Our bank

* portfolios quickly began to

accumulate assets of a sort
that do not belong in the
banks. The scale of these
operations steadily grew,
reaching stupendous - pro-
portions after we entered
the war and determined, in -
the words of the then
Secretary of the Treasury,
to finance the conflict by
inflation. By the close of
hostilities' we had accu-
mulated an enormous
hoard of promises to pay
by foreign countries, a very
substantial portion of
which had been acquired
in exchange for our goods
before we ourselves became
involved.

portant personages and details, so- much maneuver-

ing for position by various combatants, so much °

“astute politics,” by which is usually meant effective
effort- to make things appear what they are not,
and so much incrimination and recrimination between
the opposing political camps, that the public can
hardly be blamed for a growing confusion of mind
about current issues and an increasing tendency to
lose sight of the fundamentals.

The Source of Our Difficulties

It would be little short of tragedy for the impres-
sion to prevail that the issues before the country
to-day. or the issues that should be before it, are
merely the policies of the so-called New Deal versus
those of the Administrations that immediately pre-

b://fraser.stlouisfed.org/

Early Post-War Blunders

The situation was obviously hazardous in the ex-
treme, but we continued our madness unheedingly,
even making further advances to foreign govern-
ments, for a year or two before the inevitable crash
came. For a time in 1920 it seemed that we might
radically readjust our affairs and reach a sound
footing. It was, however, not to be. We had acquired
enormous stores of gold which soon again began to
increase, and numerous war amendments to the bank-
ing laws (as well as the stupendous growth in gov-
ernment securities, which had been made eligible
at the Reserve banks at the outset when no one fore-
saw such large increases in these obligations) in-
vited bank expansion. There was much discussion
(as there is now) about fundamental changes in the
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“rental value of money,” or credit. There were many
war-born shortages in physical equipment. Labor
had become strongly entrenched in many fields.
At any rate, it was not long before we had entered
upon another era of an inflationary character that
was in some respects at least to surpass anything
in our history, while we laid the flattering unction
to our souls that what we were doing could not be
inflationary since commodity prices were remaining
relatively stationary. Despite the fact that our
creditor position, and for that matter mere common
sense, strongly suggested that we permit interna-
tional trade—imports as well as exports—to develop
naturally, we enacted in 1922 one of the most ex-
treme tariff laws known to history. Finding that
without a large inflow of goods we could not sell
our wares effectively abroad, and discovering that
Europe was torn with post-war conflicts and im-
peded on all sides by extreme nationalistic policies,
we closed our eyes to realities of the situation,
helped to develop what should have been recognized
as, and to dispassionate observers clearly were, hope-
lessly futile arrangements such as the ill-fated
Dawes Plan, and procéeded to supply foreigners

with funds made plentiful by our own inflationary -

" tactics with which to buy enormous quantities of
our goods. The inflation of that period, unlike that
of the war era and the early post-war years, did not
show itself positively, at any rate in commodity
prices, but vented itself spectacularly in the securi.
ties markets. By June 30 1930 the banks held loans
on securities in the amount of approximately $11,
500,000,000, and held securities for their own account
in the amount of $13,670,000,000, and security prices
had reached fantastic levels.

Unequal Expansion

But the expansion was not uniform. While in-
-dustry, or much of it, was making these giant strides,
our agricultural regions were progressively deteri-
orating with large numbers of bank failures occur-
ring every year. As early as 1928 Mr. Hoover, then
candidate for the Presidency, felt himself obliged
to pledge public aid to agriculture on a large scale,
and after election to office actually set up organiza-
tions which soon owned paper secured by farm prod-
ucts, so far as it was secured at all, and farm prod-
ucts themselves in the amount of several hundreds
of millions. From 1921 to 1929 inclusive there were
some 5,642 bank failures in the country, mainly in
agricultural districts. The fundamental nature of
the situation was so badly misconceived that one of
the early acts of the Hoover Administration was the
enactment of a tariff law, again greatly adding to
the restrictions on international trade and giving
rise to no end of retaliatory measures abroad.

Of course collapse was inevitable. When it came

in 1929, not only government officials but many -

others who should have known better insisted for
months that the then current disturbances were
nothing more than a bad break in security prices,
or as others phrased it a “rich man’s panic.” Their
diagnosis of the case would not have greatly mat-
tered had not public policies been largely founded
upon this rather childish misconception of the situa-
tion as it then existed. As soon as the Washington
authorities found themselves obliged to take the sit-
uation seriously, they began to encourage “buyers’
weeks” and other familiar devices to restore busi-
ness activity and to insist that corporations refrain
from curtailing operations, particularly plans for
construction work, as well as to maintain rates of
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wages—all with the apparent idea that by proceed-
ing as though nothing had happened the infirmities
of our state of affairs would vanish. The rude
hand of actual events soon brought this period to
a close.

Refusal to Change Policy

But even when faced by the undeniable fact that
we had real and serious troubles on our hands, our
authorities stubbornly refused to admit that major
surgical operations on public policies were indicated.
Instead they contrived (with rather wide support
it must be admitted) various schemes for making
policies, which during the boom had excited the
business community to feverish activity, continue to
have a gimilar effect. The sovereign remedy was
bank expansion, which according to the false proph-
ets of that day would “prime the pump” and again
start the wheels of industry and trade humming.
The Federal Reserve banks under pressure from
Washington undertook large purchases of govern-
ment securities in order to provide an inducement
for member bank expansion. Further liberalization
of the national banking laws was effected to
“broaden the base of credit,” and the Reconstruc-
tion Finance Corporation was brought into existence
to “bail out” a variety of institutions and other en--
terprises with funds obtained by the Federal govern-
ment from the banks, and to provide relief in various
localities with created funds. Nowhere in official
life was there any noteworthy disposition to get to
the root of the trouble, and to work out a new and
sound basis for rehabilitation and recovery.

In 1932 the Democratic Party, assembled in con-
vention, drafted a platform which effectively in a
number of instances pointed out the weaknesses of
the public policies of that day, and at a number of
points, thanks to such guiding hands as those of
Senator Glass, pointed the way to better things. The
budget which had already begun to show alarming
deficits was to be balanced by reduction in expendi-
tures, sound currency policies were to be strictly ad-,
hered to, a number of badly needed changes in the
banking laws were to be enacted, there was to be a
marked curtailment of the restrictions placed
upon international trade, and in other respects in-
telligently planned changes in policy were to be ef-
fected. The candidate selected by the party pledged
unqualified support of the platform, which although
it contained defects did much to hearten thoughtful
observers. Itindeed seemed for a time that we might
have the horse sense and the courage to begin the
hard struggle back to sound conditions.

And Then the New Dea’

But even before the campaign of that year was
ended a number of disquieting utterances by the.
successful candidate (as it later proved) for the
Presidency had begun to raise serious doubts in
thoughtful minds, and while there was for a brief
period after Mr. Roosevelt’s inauguration some
ground for hope that unfortunate policies of the
past might be abandoned, it soon developed that the
same underlying ideas of curing our ills by inflation-
ary spending were to govern the new Administra-
tion.  Not a great deal of time elapsed before it was
clear that the new Washington regime was to mag-
nify many-fold the efforts to spend and to inflate
our way out of our difficulties, and that in addition
it would cater to popular prejudices by enacting
punitive legislation, the demand for which had been
whetted by inevitable abuses of the New Era policies,
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For the sake of the record it may again plainly be
asserted that such abuses were in many cases real
and indefensible, although of course the responsi-
bility for them must rest upon us as a people as much
as, or more than, upon the transgressors of that
period. These latter for the most part conducted
themselves in accordance with standards of business
ethics that we ourselves set, or which we ourselves
implicitly if not expressly condoned, and their trans-
gressions were of the sort that were inevitably, if
regrettably, the product of policies and conditions
for which we as a people were responsible. The
statesmanlike method of dealing with them is not
that of enacting legislation which may or may not
prevent the evils complained of, but which is certain
to hamper and obstruct legitimate business and in-
terfere in an unwarranted way with the individual
generally, but, apart from such reform legislation as
is really needed, to see to it that public policies do
not permit, or at all events virtually create, condi-
tions that inevitably produce such evils.

But we must return to our narrative. In total dis-
regard of the platform on which it was elected to
office, the present Administration has proceeded to
enact statute after statute, and to pursue adminis-
trative policies, which on the one hand have con-
tinued and further developed the underlying fallacies
of previous regimes and on the other tended very
strongly to constitute a sort of American equivalent
of European dictatorship methods. and practices.
Let us pause to see briefly just where this course of
events beginning twenty years ago has now taken
us, and to inquire precisely what needs to be done
to remedy the situation thus brought into existence.

Volume 142

The Present Situation

(1) First, the fiscal situation. The national debt,
which on June 30 1914 was less than $1,190,000,000,
reached nearly $25,500,000,000 by June 30 1919. By

the middle of 1930 it had been reduced to slightly

less than $16,200,000,000, although State, city and
local debts rose sharply during the post-war years.
By the middle of 1933, approximately four months
after the present Administration took office, it had
again risen to more than $22500,000,000. To-day
the national debt stands at more than $35,000,000,-
000 including, as it must, debt guaranteed by the
Federal government, while the debts of other govern-
mental units in the country have risen probably to
a staggering total. Public deficits continue. In the
case of the national government, they show no indi-
cation of reduction. Expenditures for the coming
fiscal year are expected to top $9,000,000,000, which
will by a substantial margin exceed all peacetime
records. ‘

(2) These huge deficits are still being financed
largely by the inflationary methods of placing them
in the banks, a system developed during the war and
resorted to ever since whenever the Treasury was
in need of additional funds. One result is that the
commercial banks of the country (excluding the Re-
serve banks) hold something like $16,500,000,000 of
national debt at the present time, compared with
about $2,500,000,000 at the middle of 1918, about
$3,800,000,000 at the middle .of 1929, and about
$6,000,000,000 at the middle of 1932. Just how
largely these banks are holders of State, city and
other bonds of a like nature cannot be stated with
exactness, but unquestionably the figure is shock-
ingly large, larger now perhaps than ever before.

Another result of all this is that the total of the
deposits of commercial banks have now reached not
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far from $50,000,000,000, as compared with possibly
$13,250,000,000 at the middle of 1914 and $45,500,-
000,000 at the middle of 1929. A very large percent-
age of the increase since 1914 reflects inflationary ab-
sorption of long term assets by the banks. All of
the increase since 1932, which is enormous, reflects
the increased holdings of public debt. It is obviously
a very dangerous situation.

(3) We are subsidizing the farmers to the extent
of not less than $750,000,000 per annum, and prob-
ably much more than that if full account is taken of
“credit” furnished at abnormally low rates and on
unnaturally easy terms, favoritism shown in income
taxation and in other ways. We have organized a
relief army of millions whose morale is being de-
stroyed rapidly and completely and whose support
we provide out,of the national treasury, to say noth-
ing of similar action by numerous other governmen-
tal units. The funds used for all such projects are
of course provided wholly from inflationary deficit:
financiering,.

(4) Through the Reconstruction Finance Corpora-
tion and other agencies the Federal government is
now the largest holder of securities and mortgages,
both urban and rural, in the world. It effectually
controls a large number of railroads, an ominously
large percentage of the banks of the country, and a
variety of other types of enterprises. It has created
innumerable credit agencies to compete with private
business, as well as to make loans to borrowers whose
standing would give them no entree into a well man-
aged private lending agency. It is the largest owner
of American cotton the world has ever known.
Through these means it does not fail to bring all the
influence it can to bear upon the business man to do
what it dictates. It haslaunched itself into the busi-
ness of generating and distributing electric energy
for the avowed purpose of forcing down rates. It
has committed the national government to a social
insurance scheme certain to cost many billions of
dollars in the future.

(5) By means of the Securities Act of 1933, the
Securities Exchange Act of 1934, the Holding Com-
pany Act, revisions in the national banking laws,
and various other statutes, to say nothing of the
National Industrial Recovery Act and the Agricul-
tural Adjustment Act and some others that have
been declared unconstitutional, it has undertaken to
interfere with and control American business in a
degree and detail that had never before been dreamed
.of in this country. It has recently placed an Act
upon the statute book that purports to take the place
of the Agricultural Adjustment Act, and which is
brazenly acclaimed by its proponents as an attempt
to do in a somewhat different way. just what the
Agricultural Adjustment Act was intended to do.

(6) The gold standard has been abolished and the
gold content of the dollar reduced by something
more than 40 per cent, while the gold standard has
been only partially, and largely theoretically, re--
stored. Meanwhile some $2,800,000,000 in gold was
confiscated, the larger part of which is now in a
“stabilization fund” employed in “rigging” the for-
eign exchange markets and in pursuance of a puerile
policy of enormous purchases of silver for which we
have no earthly use. The government bond market
is likewise under the thumb of the Treasury, which
has almost limitless funds at its disposal for the
purpose. As far as the exchanges are concerned, it
is proving increasingly difficult for the Treasury to
hold the foreign value of the dollar down to the

" theoretical gold value officially bestowed upon it, a
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fact that speaks volumes for our exchange problems
- of the future.

(7) The present Administration has arranged a
number of special tariff treaties whose precise effect
it is difficult at this time to gauge. That they con-
stitute, or that others which may be consummated
in the future are likely to be, a major factor in re-
moving restrictions on the international flow of
goods no one supposes. That they nearly compensate
for the increase in tariff duties indirectly effected
by the reduction in the value of the dollar would be
preposterous to assert. Our policies and our attitude
toward international trade are as unfortunate as
they ever were, and the situation now existing in
this respect is as bad as, if not worse than, it has
ever been in our peacetime history.

(8) The Federal Administration is showing itself
to be a vindictive regime, much inclined to use the
immense authority that has been granted it, to say
‘nothing of the funds, to punish those who displease
it. Itisto be doubted, however, whether it is accom-
plishing a great deal in the elimination of mal-
_practices in the business community, except possibly
by reducing the country to a state where all initi-
ative is dulled and doubtful. Meanwhile its infla-
tionary policies are creating conditions in the secu-
rities markets productive of practices of which the
government itself is complaining. Othér conditions
about which the government is not complaining but
about which we shall all be presently complaining
are meanwhile developing daily.

What Is Needed

The nature of public policies needed in the ecir-
cumstances is, generally speaking, obvious—a balanc-
ing of the budget by abolition of subsidies, reduction
in relief and other wastes, withdrawal of the govern-
ment from competition with private enterprise,
abandonment of undue government interference with
legitimate business operations, reform in taxation,
restoration of sound banking legislation and en-
couragement of sound banking, liberation of interna-
tional trade as far and as rapidly as practicable, ad-
justment and stabilization of the currency, liquida-
tion of the vast security and other holdings of the
government as rapidly as feasible, a cessation of
punitive expeditions against business in general, re-
peal of laws that bestow or purport to bestow al-
~ most unlimited powers upon the Executive branch,
abolition of the larger part of the enormous bu-
reaucracy. that has been established and drastic
reduction in the vast army of government employees.

Whence Cometh Our Help?

There is obviously little or no reason to hope that
the present Administration will thus reverse itself,
although doubtless here and there it will attempt by
gestures to appease disgruntled voters. The question
is: Where do those who would replace the present
regime stand on these issues? It is unfortunately
impossible to tell at the present time, All of them

. complain of some one or the other of the policies
of the present regime. Some of them have denounced
certain of the fallacies of the day in forthright terms,
while proposing other undesirable programs of
slightly different nature. This is perhaps most strik-
ingly true of agriculture, but it is also true of other
departments of our business life. None of them have
made themselves clear by either word or deed at
many points. Doubtless they judge it poor political
strategy to do so, atleast at this time. Yet the public
can not be blamed for not growing enthusiastic so
long as it is left in the dark on such vital questions.
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It is, of course, always idle to ask for better bread
than can be made of wheat, but it is not necessary to
invoke counsels of perfection to demand much more
explicit information than has as yet been vouch-
safed. Is there not some one in public life, or willing
to enter it, who can summon the courage to denounce
the major policies of both the New Era and the New
Deal, and to formulate a sound program in their
place? There never was a need greater than ours
for such a man. It is most earnestly to be hoped
that the fireworks of current campaigns will fail
to divert the attention of the public from these fun-
damental issues.

Federal Reserve Bank Statement

BANKING statistiecs this week again reflected

mainly the March quarter-date transactions of
the United States Treasury. Heavy income tax pay-
ments enabled the Treasury to build up its general
account balance with the Federal Reserve banks by a
further $79,201,000 in the week to Wednesday night,
and as a matter of course member bank reserve de-
posits showed an approximately comparable drop of
$84,621,000. The excess reserves of member banks
cver legal requirements were down $80,000,000 in the
weekly period, and were estimated officially at
$2,310,000,000 as of March 25. This happens to be
precisely $1,000,000,000 under the record figure of
$3,310,000,000 attained by excess reserves Dec. 11
1935, just before the Treasury decided to keep large
sums in its general account, probably in order to
minimize the mounting criticism of the official
money policy. On March 25 the Treasury held
$1,146,565,000 in its general account, which is
$1,000,000,000 more than commonly was held there
before the December quarter-date transactions took
place. The correlations of these changes are alto-

“gether too obvious, and it would be idle to suppose

that the Treasury will keep its general account bal-
ance at the current high figure, for the sake of such
a large factitious reduction of excess reserves.

Gold certificate holdings of the 12 Federal Reserve
banks dropped to $7,665,840,000 on March 25 from
$7,667,338,000 on March 18, but other cash increased
and total reserves moved up to $8,034,345,000 from
$8,028,435,000. Federal Reserve notes in actual cir-
culation increased slightly to $3,732,333,000 from
$3,730,979,000.  Although the source of deposits
changed considerably, as already indicated, the
aggregate increased only to $6,546,089,000 from
$6,5639,128,000. © Member bank reserve deposits
dropped $84,621,000 to §5,059,147,000, but Treasury
deposits on general account increased $79,201,000 to
$1,146,565,000. Foreign bank deposits fell $1,440,000
to $64,576,000, while other deposits increased $13,-
821,000 to $275,801,000. With reserves and liabili-
ties both up very slightly, the ratio remained wun-
changed at 78.2%. There were only the usual in-
consequential changes in other aspects of the bank-
ing situation. Discounts by the System were
$435,000 higher at $6,065,000, while industrial ad-
vances increased $180,000 to $30,501,000. Open mar-
ket bankers’ bill holdings fell $5,000 to $4,674,000,
and holdings of United States government securities
dropped $48,000 to $2,430,271,000.

Foreign Trade in February
OREIGN trade of the United States in February
was seasonally lower in respect to exports, but
imports, contrary to the usual trend and in spite of
the shorter month, were somewhat higher than in
January. Both imports and exports were well above
February 1935, and, when compared with the low
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- point for February trade reached in 1933, show in-
creases in terms of dollars of 130% and 80%, respec-
tively, although far below the peak of 1929.

The value of merchandise exported in February
amounted to $182,630,000, and that imported, $192,-
821,000, leaving an unfavorable balance of $10,-
191,000. This is the first unfavorable balance in
several months, and the first to occur in February
since February 1926. January’s exports of $197;-
950,000 and imports of $187,440,000 left a favorable
balance of $10,510,000, while the trade figures for
December and N ovember showed favorable balances
of $36,455,000 and $99,923,000, respectively. In
February 1935 there was exported $162,999,000  of
merchandise, and imported, $152,491,000, leaving a
balance on the side of exports of $10,508,000. The
figures of exports and imports for the two months
of 1936 are nearly in balance, the excess of exports
being only $319,000, which compares with an export
excess of $19,898,000 in the same period of 1935.
The increase in exports in February over the same
month in 1935 was chiefly the result of larger ship-
ments of tobacco, petroleum products, machinery
and automobiles. The manufactured cotton exports
were 5% larger in terms of quantity, but, due to
lower prices, slightly smaller in value. The increase
in imports in February over a year ago was dis-
tributed over a wide range of products in every
commodity group, but a large amount of the increase
is traceable to sugar, raw silk, hides and skins, and
unmanufactured wool. In the case of raw silk, the

value was greater although the quantity was less.
Cotton shipped in February aggregated 428,834
bales, slightly higher than in February 1935, when
404,455 bales were exported, but substantially lower
than in January, when the shipments totaled 560,516

bales. In spite of the larger quantity shipped in
February this year, it had a value of only $26,647,338
as compared with $27,074,000 in February 1935, due
to the drop in the price; shipments in January were
valued at $35,664,857.

Gold exports in February, amountm" to $23,-
637,000, were the highest in any month since Octo-
ber 1933, when $34,046,000 was shipped, and compare
with shipments of but $338,000 in January 1936 and
$46,000 in February 1935. At the same time imports
of the metal were down to $7,002,000 from $45,-
981,000 in January, $190,180,000 in December 1935,
and even larger amounts in November and October
1935. In Fiebruary 1935, $122,817,000 was imported.
Silver imports also were on a greatly reduced scale,
totaling only $17,536,000 in comparison with $58,-
483,000 in January. In February 1935, $16,351,000
was imported. Exports were even lower than last
month, totaling only $141,000 as compared with
$253,000 in January; a year ago, in February,
$1,661,000 was exported.

The New York Stock Market

CTIVITY in the securities markets of this city
tended to moderate this week and prices
showed -some irregularity, although the undertone
remained firm. The floods in the eastern part of
the country continued to exert a sobering effect,
particularly when it was noted last Monday that the
important steel industry was affected materially by
the raging waters. -But stocks of those industries
that will share in the extensive work of reconstruc-
tion were benefited, to a degree. As a rule, equities
moved lower on one day and higher on the next, but
the gains were both larger and more numerous than
the recessions. The net result was a quiet upward
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trend which affected a few specialties decidedly, but
the general run of stock issues only a little.  One of
the more pronounced periods of unsettlement
occurred on Tuesday, when it appeared that Italian
authorities are preparing to nationalize key indus-
tries in that country. Italian dollar bonds fell
sharply on that announcement, and all parts of the
securities market were affected adversely for a time.
The European situation remained a matter of con-
cern all week, with a sharp drop of the French franc
in the exchange markets yesterday highly indicative,
But progress again was made in general business
in the United States, and on that basis equities were
in quiet demand. Trading in stocks on the New
York Stock Exchange was less than 2,000,000 shares
in each and every session, whereas 3,000,000 to
4,000,000-share days were common only a few
weeks ago.

Small recessions in stocks were the rule last Satur-
day, but the liquidation was never pronounced, and
recessions were measured largely in small fractions.
Small gains were noted in most listed issues last
Monday, but various specialties gave much better
performances. Large advances appeared in such
issues as Allied Chemical, J. I. Case, Checker Cab,
Chicago Yellow Cab, Clark Equipment, Cluett, Pea-
body, and Detroit Edison. After a good start on
Tuesday, prices turned downward, and levels at the
close were irregularily lower. The events in Italy
provided the chief reason for liquidation, but the
selling was absorbed readily when prices receded.
Gains were the rule on Wednesday, with the changes
again of small proportions in almost all stocks.
Once again a few specialties were in exceptional de-
mand. The general list was stimulated by gains in
steel operations, good business by the automobile
companies, and expectations of better building.
Movements on Thursday were toward slightly lower
levels, with exceptions fairly numerous among vari-
ous specialties. The market assumed a professional
character, with utility and rail stocks in modest
demand, while industrials moved lower. The trend
yesterday was toward lower levels, and almost all
sections were affected. The movement was gradual
and losses were large only in a few instances, but
industrial, rail and utility securities all tended to
recede. Act1v1ty was not pronounced.

In the listed bond market United States govern-
ment securities were in persistent request, and
almost all the direct long-term obligations attained
best figures since issuance. The guaranteed bonds
of the Federal Farm Mortgage and Home Owners’
Loan Corporations also moved steadily higher. Best-
grade corporation issues were dull but steady, with
interest deflected to the important new issues.
Bankers reported very good demand for the fresh
flotations. Speculative and semi-speculative domes-
tic bonds varied from day to day, and did not change
much for the week as a whole. Italian bonds were
marked 3 to 6 points lower on Tuesday in the foreign
department, owing to the action of the authorities
in that country, but small gains in subsequent ses-
sions modified the losses. Other foreign issues were
dull. Commodity market movements closely re-
sembled those in the equities market, gains and
losses alternating from day to day, with net changes
unimportant. Foreign exchanges were persistently
soft, as the political situation in Europe did not
inspire confidence. French francs dipped almost to
the level, yesterday, at which gold could profitably
be shlpped from Pams to- New York. Sterling also
was lower.
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Some of the companies that took favorable action
with respect to dividend declarations included the
William Wrigley Jr. Co., which declared a special
dividend of 25c. a share on its no par common stock,
payable May 1 next; three regular monthly divi-
dends of like amount were also declared, payable
May 1, June 1 and July 1. Gimbel Bros. declared a
dividend of $2 a share on account of accumulations
on the preferred stock, payable April 15; the last
previous distribution was a regular quarterly of
$1.75 a share made on Feb. 1 1932. The Bell Tele-
phone Co. of Pa. increased the dividend on its com-
mon stock from $1.50 a share paid in previous quar-
ters to $2 a share for the current period.

On the New York Stock Exchange 147 stocks
touched new high levels for the year and 68 stocks
touched new low levels. On the New York Curb
Exchange 68 stocks touched new high levels and 36
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 840,686
shares; on Monday they were 1,678,550 shares; on
Tuesday, 1,903,140 shares; on Wednesday, 1,907,730
shares; on Thursday, 1,872,130 shares, and on Fri-
day, 1,553,202 shares. On the New York Curb Ex-
‘change the sales last Saturday were 382,860 shares;
on Monday, 503,900 shares; on Tuesday, 506,940
shares; on Wednesday, 446,605 shares; on Thursday,
680,420 shares, and on Friday, 501,990 shares.

The volume of trading in the stock market this
week was on a diminished scale, with the range of
prices for the general list mostly irregular. Despite
favorable trade reports at home and a lessened ten-
sion abroad, caution in trading prevailed and lent
encouragement to the present lethargic state of the
market. Yesterday moderate price recessions were
the rule and many issues were lower at the close
than on Friday of last week. General Electric
closed yesterday at 38 against 3974 on Friday of
last week; Consolidated Edison Co. of N. Y. at 335
against 3434 ; Columbia Gas & Elec. at 1934 against
1834 ; Public Service of N. J. at 41 against 4034 ;
J. I. Case Threshing Machine at 145 against 133;
International Harvester at 8334 against 8714 ; Sears,
Roebuck & Co. at 6473 against 637;; Montgomery
Ward & Co. at 4014 against 4014 ; Woolworth at
491/ against 5014, and American Tel. & Tel. at 1621/
against 16214, Allied Chemical & Dye closed yester-
day at 199 against 19334 on Friday of last week;
~ Columbian Carbon at 111 against 11534 ; E. I. du
Pont de Nemours at 14534 against 148; National
Cash Register at 2614 ex-div. against 2734 ; Inter-
national Nickel at 477 against 50; National Dairy
Products at 223/ against 2414 ; National Biscuit at
3334 against 3374 ; Texas Gulf Sulphur at 34 against
3534 ; Continental Can at 8114 against 8114 ; East-
man Kodak at 164 against 163; Standard Brands
at 1614 against 161%; Westinghouse Elec. & Mfg.
“at 11214, against 11414; Lorillard at 2234 against
2254; United States Industrial Alcohol at 4714
against 5034; Canada Dry at 137; against 143/;
Schenley Distillers at 4514 against 48, and National
Distillers at 3115 against 32.

The steel stocks closed lower this week. United
States Steel closed yesterday at 6334 against 64 on
Friday of last week; Bethlehem Steel at 5534
against 5614 ; Republic Steel at 23 against 233/, and
Youngstown Sheet & Tube at 5015 against 5014.
the motor group, Auburn Auto closed yesterday at
49 against 49%% on Friday of last week; General
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Motors at 65% against 6435; Chrysler at 9514
against 95%, and Hupp Motors at 21/ against 2%.
In the rubber group, Goodyear Tire & Rubber closed
yesterday at 2854 against 29 on Friday of last week ;
United States Rubber at 2854 against 2534, and
B. F. Goodrich at 19 against 2015, The railroad

“ghares, in most instances, were slightly higher at

the - close yesterday. Pennsylvania RR. closed
yesterday at 33 against 3235 on Friday of last week;
Atchison Topeka & Santa Fe at 735 against 75;
New York Central at 3434 against 341%4; Union
Pacific at 133 against 13215; Southern Pacific at
3334 against 33; Southern Railway at 17 against
1714, and Northern Pacific at 3015 against 293j.
Among the oil stocks, Standard Oil of N. J. closed
yesterday at 6475 against 6935 on Friday of last
week ; Shell Union Oil at 175 against 1814, and
Atlantic Refining at 3134 against 31. In the copper
group, Anaconda Copper closed yesterday at 347
against 3534 on Friday of last week ; Kennecott Cop-
per at 3714 against 3834 ; American Smelting & Re-
fining at 8414 against 89%, and Phelps Dodge at
367 against 39.

Trade and industrial reports naturally reflect, to
a degree, the disastrous effects of the floods which
swept Eastern States last week. Steel-ingot produc-
tion was estimated last Monday by the American
Iron and Steel Institute at 53.7% of capacity for the
current week as compared with 60.0% a week ago.
This compares with 46.1% at this time last year.
Electric energy production for the week ended
March 21, based on information available at this
time, was reported by the Edison Electric Institute
at 1,860,000,000 kilowatt hours against 1,900,803,000
kilowatt hours in the preceding week and 1,724,
753,000 kilowatt hours in the corresponding week
of last year. Car loadings of revenue freight for
the week to March 21 totaled 566,808 cars, the Asso-
ciation of American Railroads reports. This is a
decrease of 50,054 cars from the preceding week, and
of 40,370 cars from the same week of 1935.

As indicating the course of the commodity mar-
kets, the May option for wheat in Chicago closed
yesterday at 96c. as against 9734c. the close on Fri-
day of last week. May corn at Chicago closed yester-
day at 59%c. as against 5934c. the close on Friday
of last week. May oats at Chicago closed yesterday
at 25%ec. as against 25%%c. the close on Friday of
last week.

The spot price for cotton here in N ew York closed
yesterday -at 11.64c. as against 11.43c. the close on .
Friday of last week. The spot price for rubber
yesterday at 15.87c. as against 16.06c. the close on
Friday of last week. Domestic copper closed yester-
day at 91jc., the same as on Friday of previous
weeks.

In London the price of bar silver closed yesterday
at 19 15/16 pence per ounce as against 19 13/16
pence per ounce on Friday of last week, and spot
silver in New York closed yesterday at 443jc., the
close on Friday of last week.

In the matter of the foreign exchanges, cable
tzansfers on London closed yesterday at $4.9434 as
against $4.9654 the close on Friday of last week, and
cable transfers on Paris closed yesterday at 6.59c. as
against 6.621/c. the close on Friday of last week.

European Stock Markets

EALINGS were quiet this week on most of the
stock exchanges in the principal European
financial centers, and prices did not vary greatly at
London, Paris and Berlin. The leading markets were
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inactive chiefly because investors and speculators
still preferred to await the outcome of the delicate
diplomatic negotiations resulting from the German
occupation of the demilitarized Rhineland zone. So
far as the Italian exchanges are concerned, a new
element was injected into the situation by Premier
Mussolini’s. announcement, last Monday, that large

private industries must pass into the hands of the’

government. Stocks and bonds fell sharply on the
Rome and Milan exchanges, Tuesday, and only mod-
erate recoveries were noted on Wednesday. The
Vienna exchange reflected good buying, however, and
prices there were reported to be reaching record
heights. Trade reports from London indicate that
domestic business in Great Britain continues good.
German reports are mildly favorable, but France
continues to feel the full effects of the depression.
Sanctions apparently are aggravating the Italian
situation.

The London Stock Exchange was qu1et with the
tone fairly steady, in the initial tradihg session of
the week. Further developments in international
affairs were awaited with keen interest, and traders
held aloof in the meanwhile. Small recessions were
noted in British funds, but most industrial stocks
were firm, while African gold mining issues im-
proved. The foreign securities traded at London dis-
closed irregularity. The market displayed no new
characteristics on Tuesday. British funds held to
previous levels, and most issues in the industrial
section remained firm. Fresh inquiry appeared in
the gold mining group, but international securities
lost ground. In further small dealings on Wednes-
day modest gains were recorded in British funds,
and industrial stocks held their ground. Budgetary
proposals in South Africa were regarded as favor-
able, which stimulated the buying of related gold
mining shares. International issues were marked
slowly lower, both European and American securi-
ties suffering from the aloofness of British investors.
The London market was somewhat more cheerful on
Thursday. British funds, home rails and industrial
stocks were all in quiet demand, and mining issues
attracted further inquiry. Some issues in the inter-
national section also were better, but Anglo-Amer-
ican trading favorites did not benefit much. Quiet
dealings yesterday resulted in small gains in British
funds and industrial stocks. International issues
also improved. _

There was very little activity on the Paris Bourse
in the initial session of the week. The campaign for
the general elections got under way and added to the
uncertainty felt at Paris. Rentes drifted slightly
lower, and most French equities also declined. = Lit-
tle interest was taken in international securities.
No change was reported on Tuesday, and new de-
clines of modest proportions appeared in rentes,
while French equities and international issues
showed uncertainty. Rumors that Germany would
reject all demands of the Locarno Powers affected
the Bourse adversely on Wednesday. Rentes and
bank stocks suffered heavily, while industrial and
utility stocks also were marked lower. Some inter-
national issues were higher. Fresh liquidation of
rentes took place Thursday, owing in part to appre-
hensions regarding the budgetary position.
was better demand for French equities, however, and
buying interest was even more pronounced in inter-
national securities. The Bourse reflected much ap-
prehension regarding the franc yesterday. Rentes
and French equities receded sharply, while inter-
national issues were in excellent demand.
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Prices were marked higher on the Berlin Boerse
as trading for the week started last Monday. The
week-end indication that Great Britain did not re-
gard the communication of the Locarno Powers to
Berlin as an ultimatum stimulated interest in all
classes of issues, and gains ranging from 1 to 4
points were registered. Little activity was noted on
Tuesday, and prices again turned downward in that
session. Losses were mostly fractional, however,
and a part of the previous advance thus was re-
tained. Rumors that the Reich government had re-
jected the proposals of the Locarno countries gave
the German market fresh impetus on Wednesday.
Gains of a point or more were frequent, with all
groups affected. After a firm opening, Thursday,
prices drifted downward owing to rumors that a
prominent Austrian company was encountering
financial difficulties. Heavy industrial stocks
showed small net gains at the close, but other groups
were irregular. Changes were small in a quiet ses-
sion on the Boerse, yesterday.

Waves of liquidation swept over the Rome and
Milan exchanges, Tuesday, after the declaration by
Premier Mussolini that key industries must be
nationalized entirely. Stocks of all prominent in-
dustrial companies were affected severely, even
though it appeared that I1 Duce had in mind chiefly
the concerns engaged in making war munitions and
materials. Losses of 7 to 40 points were recorded in
major Italian stocks, and the values of many issues
were lowered by 7 and 8%, while one instance was
noted of a 12% decline in value. Stocks of concerns
making vital war supplies naturally were affected
more than others. The Italian markets staged a
mild recovery on Wednesday. The gains in promi-
nent issues ranged from 4 to 10 points m that
session.

Naval Treaty

IGNATURES were attached at London, Wednes-
day, to a naval treaty that brings the naval
armaments question definitely into a new phase.
The new instrument, to which only Great Britain,
the United States and France adhere, will be effec-
tive Jan. 1 1937, when the current Washington and
London understandings expire. Essentially, the new
document is a makeshift to bridge a period in which
not much that is definite can be put on paper with
regard to naval matters. It leaves the signatories
free to engage in construction on almost any scale
desired up to the expiration of the treaty on Dec. 31
1942, and provides chiefly for an exchange of build-
ing information. In the final quarter of 1940 Great
Britain is to initiate a further series of interna-
tional conversations on naval matters, and the dele-
gations at London expressed hope that more prog-

“ress toward the ideal of naval limitation then will

be possible. Immensely satisfactory and reassuring,
meantime, are indications that the British and
United States governments view the naval problem
eye-to-eye and have no intention of trying to out-
build each other. So close was the accord between
the British and American delegations, it seems, that
Washington found it advisable to state that no naval
alliance exists between Washington and London.
An exchange of letters at London reaffirmed the
principle of parity between the two leading naval
Powers, and to all intents and purposes disposed of
the question of naval rivalry between the two great
English-speaking nations.

The conference that ended on Wednesday was
started early last December, in a not particularly
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hopeful atmosphere. It was a five-Power confer-
ence to begin with, but Japan withdrew when the
demands of that country for parity with the fore-
most naval countries were not granted. The Japa-
nese government previously had denounced the
Washington treaty, and thus assured the termina-
tion of both the Washington and London accords,
for the latter hinge upon the 1922 understanding.
Ttalian delegates apparently had no especial objec-
tions to offer to the terms of the treaty now signed,
but the representatives of that country refused to
attach their signatures on the ground that such
action would be inappropriate while sanctions are in
effect. Since the Japanese were absent, the Italian
comments introduced the only note of discord at the
final session of the gathering. All the addresses
made when the conference ended were subdued in
tone; for it was obvious that not a great deal had
been accomplished.

Other nations are invited to adhere to the treaty,
and it seems clear that Italian signatures will be
attached if and when the sanctions problem is set-
tled. Notwithstanding the objections of Japan to
stipulations for less than parity with Great Britain
and the United States, that country probably will
make no attempt to outbuild the foremost naval
Powers. This means that a naval race even swifter:
than the one on .which the world is engaged at pres-
ent probably will not develop, but it is well to bear
in mind that naval shipyards everywhere are ex-
tremely busy just now. It is understood that Ger-
many will sign with Great Britain a bilateral accord
embodying most of the provisions of the new treaty.
Quantitative limitations are absent entirely from
the accord now signed, but some qualitative limita-
tions are carried on. The capital ship maximum
remains at 35,000 tons, and the size of guns on any
such new vessel is limited to 14 inches. Aircraft
carriers are limited to 22,000 tons with 6.1-inch guns,
while cruiser and destroyer categories are limited
to 8,000 tons with 5.1-inch guns. No heavy cruisers
or “pocket battleships” are to be built in the size
range of 17,500 to 8,000 tons. The treaty is liberally
sprinkled with “escape clauses,” so that construc-
tion by non-signatories could be balanced by ad-
ditions on the part of the adherents.

Since world naval construction depends®in good
part on what Great Britain and the United States
decide, it may be that the reaffirmation of parity
made at London eventually will outweigh in im-
portance the treaty itself. An exchange of letters
by Norman Davis, chief American delegate, and
Anthony Eden, British Foreign Secretary, accom-
plished that declaration. Mr. Davis brought up the
question of quantitative limitation and remarked
that British and American spokesmen appeared to
be agreed that there shall be no competitive naval
building between the two countries, notwithstanding
the lapse of quantitative restrictions.  Captain
Eden, in his reply, confirmed the correctness of the
American understanding with regard to the mainte-
nance of the principle of parity. “We are in- full
agreement that there must be no competitive build-
ing between our two, countries and that neither
country should question the right of the other to
maintain parity in any category of ships,” the Brit-
ish spokesman added. “I canindeed go further than
this and say that in estimating our naval require-
ments we have never taken the strength of the
United States navy into account.” ,

Viscount Monsell, head of the British naval dele-
gation, began the round of speeches which termi-

"European developments.
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nated the conference. He praised the broad-minded
and reasonable attitude of the naval representatives
of all the countries represented, and declared that
competition in naval -armaments would be elimi-.
nated for a further period of years if Japan and
Italy could accede to the treaty. It was remarked,
moreover, that Japan has disavowed any intention

-of engaging in a naval race. Mr. Davis, speaking

for the United States, regretted that further quanti-
tative limitation was found impossible, and he added
that competition could be avoided only by reducing
the numbers as well as the types of vessels. Not a

_single provision is contained in the accord to which

other naval Powers could not agree, he said. With
regard to the building holiday on large cruisers, Mr.
Davis remarked that it will prevail only if there is
no excessive increase by other nations in smaller
cruisers. Charles Corbin, the French Ambassador
to London, regretted the disappearance of the quan-
titative limitations of the last 14 years, and he also
found the qualitative limitations altogether inade-
quate. The Italian Ambassador, Dino Grandi, made
the most of the occasion by protesting bitterly
against the sanctions which most of the League of
Nations countries have imposed upon the aggressor
in the conflict with Ethiopia. He made it clear
that the Italian refusal to sigh the accord is due
entirely to the sanctions, which have the “pernicious
effect of disrupting the political solidarity of the
great Powers, crushing the efforts at economic re-
construction, and increasing the disorder and politi-
cal confusion in Europe.”

Locarno Negotiations

IPLOMATIC developments in Europe this week
failed to clarify the difficulties occasioned by
the German denunciation of the Locarno treaty and
the intransigeant French reaction to the military
occupation of the Rhineland zone by Nazi troops.
Electioneering necessities undoubtedly played an
important role in the negotiations and statements
of the current week, for the German people will vote
to-morrow on the foreign policy adopted by Chan-
cellor Adolf Hitler, while French general elections
are to be held next month. The British government,
conscious of an enormous supporting majority in
the House of Commons, continued to work for a real
pacification of Europe and an adjustment of the
Franco-German dispute. In- line with its modest
policy, the London regime assured the German gov-
ernment last Saturday that no ultimatum was in-
tended by the four-Power suggestion for a new de-
militarized zone 1214 miles deep on the German
side of the French and Belgian borders. The Ger-
man government, in these circumstances, rejected
the suggestion and declared that new proposals will
be forthcoming after the election in the Reich.
With admirable fairness, the British promptly indi-
cated that the Germans should make substantial
contributions toward “easing the situation.” There
was much talk of a rift in Anglo-French relations,
but such statements can be discounted.

It is significant that all the nations concerned
now are inclined to move cautiously and to attain
through negotiations the next stage in the unfolding
For a brief period, late
last week, the impression prevailed that Great
Britain, France, Italy and Belgium, acting in uni-
son, had faced Chancellor Hitler with a fait accompli
comparable to his own of March 7, when the an-
nouncement was made that German troops were
marching into the Rhineland zone. The four Lo-
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carno Powers proposed German evacuation of a 1214-
mile strip, to be policed temporarily by neutral
troops, and a German promise not to fortify any
part of the former zone. As a concession to the
' Reich it was agreed to consider in a later conference
the Berlin suggestions for peace accords, and it was
agreed also that the fundamental structure of the
League of Nations might he re-examined with a view
to changes enabling the Reich to rejoin. Failure of
these Locarno proposals, it was indicated, would be
followed by a virtual military alliance of the four
remaining Locarno countries. - But the British

promptly took the sting out of this communication

by informing Joachim von Ribbentrop, the special
German emissary to London, that it did not consti-
tute an ultimatum, but rather a series of suggestions
on which further negotiations would be welcomed.
French spokesmen expressed endless annoyance over
the British action, but since insistence upon German
acceptance of the proposals might have provoked
warfare, or revolution and chaos within the Reich,
there can be no question of the wisdom of the British
procedure.

Chancellor Hitler, appealing for approval of his
steps on ballots which, characteristically, contain no
place for negative marks, made it plain in speeches

- at Berlin, Breslau and other German cities that he
will not retreat an inch from the position now taken.
He declared categorically in every address that he
would not yield any of the Rhineland to foreign con-
trol or sovereignty, and these speeches were ample
indications of the reply to be made on the proposals
of the four Locarno Powers. The German answer
was presented at London on Tuesday, and it con-
tained a virtual rejection of almost all the proposals.
Any procedure such as that suggested in the note
of the four Powers would be “based on a new dis-
crimination, intolerable for a great mnation,” Chan-
cellor Hitler said, and further emphasis was placed
upon the need for “equal rights.” But the German
government also expressed the desire to “make a
great contribution to European peace,” and the
assurance was given that extensive proposals would
be made available next Tuesday. ‘

As if forewarned of the tenor of the German reply,
the League of Nations Council decided early on
Tuesday that further sessions would be useless, and
adjournment of the special London meeting was
announced. Further League deliberations probably
will be held in Geneva, in the ordinary course of
League activities, it is believed. Before the delega-
tions left the British capital, they received another
shock, in the form of a Turkish declaration that re-
militarization of the Dardanelles probably will be
undertaken. Another difficulty, and a grave one,
was presented on Wednesday, when Italian authori-
ties made it clear that they would not go further
along the path chosen by their Locarno co-signa-
tories unless the sanctions against Italy are removed
by the League member States. This appears to en-
danger the four-Power accord, for the British were
said at Paris to be unwilling to consider the.plan
binding until an Italian acceptance is received.

Foreign Secretary Anthony Eden gave an exten-
‘sive account of the British viewpoint in a long state:
ment before the House of Commons, Thursday. He
dismissed as fantastic any suggestion that Great
Britain “be tied to the chariot wheels of this or that
foreign country.” France must have an open mind
on the matter, he said, and Germany should realize
that there is little hope of entering upon mnegotia-
tions with any prospect of success unless Berlin does
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something to allay the anxiety created by the Ger-
man Rhineland move. Captain Eden reviewed the
whole situation at great length and assured the
House that the proposals made by the four Locarno
Powers late last week. did not constitute an ulti-
matum.  He also made it clear, however, that the
present British Cabinet is not prepared to go back
on its signature of the Locarno accord. British
sentiment apparently calls foi equal treatment of
French and German territory, Captain Eden said,
but he reminded the House that even if Germany has
a strong case, “we deprecate the fact that she has
chosen to present it by force and not reason.”

Danubian Conference

OLITICAL and economic problems affecting the
Danubian area were discussed in a conference
at Rome attended by the Premiers and Foreign Min-
isters of Italy, Austria and Hungary, and signatures
were attached on Tuesday to a new series of proto-
cols which strengthen somewhat the accords an-
nounced two years ago, after a similar meeting.
Italy took the initiative in the current instance, and
Chancellor Kurt Schuschnigg of Austria and Pre-
mier Julius Goemboes of Hungary arrived in the
Italian capital on March 20 for the protracted con-
ference. Premier Benito Mussolini and Under-Sec-
retary Fulvio Suvich represented Italy in the nego-
tiations. For a time it was believed in some Euro-
pean capitals that the gathering foreshadowed fur-
ther important developments in European affairs.
But the actual results appear to consist mainly of .

a strengthening of the Rome protocols of March 17
1934 No evidence was given of any change in inter-
national alignments. The leaning of the Austrian
government toward Rome was reaffirmed, and the
Italian officials apparently did not encourage the
pro-German sentiments of their Hungarian allies.
The participants doubtless knew in advance that re-
sults of the conference would be meager, which
makes it possible that the real intent was to demon-
strate that political relationships have not been
changed by recent events in central Europe.

Texts of the new protocols, as made public on
Tuesday, provide firstly that the three countries will
remain faithful to the principles of political, eco-
nomic and cultural co-operation laid down two years
ago. The three governments also agreed to organize
themselves into a group, with the Foreign Ministers
to meet periodically hereafter for consultations on
matters of mutual interest. The closeness of this
association is attested by a further agreement that
the signatories in no case will start important nego-
tiations affecting Danubian questions without pre-
liminary consultations with .the other members.
These provisions were interpreted, generally, as sig-
nifying the co-ordination of Italian, Austrian and
Hungarian policies affecting all major European
matters. An economic section was added, however,
which demonstrates that differences still exist. This
protocol stipulates that it would be advisable for
the three members to implement their economic rela-
tionships with other Danubian States, but it was
conceded that accords covering all three States
would- be impracticable and bilateral agreements
thus are to be made with other countries. It seems
likely that the decision for each country to make its
own economic agreements.with nations outside the
group reflects differences between Austria and Hun-
gary. The authorities at Vienna are known to desire
better economic relations with Czechoslovakia, but
Hungary prefers to look elsewhere, and it is now
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plain that Rome was unable to adjust the dif-
ferences.

Financial

French Elections

HEN the French Parliament concluded its ses-
sions last Saturday, the campaign for the
national election in that country immediately began,
and even the stirring international problems of
Europe temporarily were relegated to second place.
Balloting for members of the new Chamber of Depu-
ties will take place April 26, with run-off elections
to be held May 3 in Departments where a single
candidate failed to obtain a majority. Best in-
formed political observers in France generally are

of the opinion that the new Chamber, like the one

just ended, will have definite leanings toward the
Left. But the large number of parties naming can-
didates suggests that further coalitions will be
necessary, and it is a characteristic of coalition gov-
ernments that they check extremes and find it neces-
sary to compromise on fairly sensible methods of
procedure. The Chamber of the last four years was
decidedly Leftist in sentiment, but each of the
numerous Cabinets clung tenaciously to the gold
standard and resisted all pressure for further de-
valuation of the franc. That circumstance in itself
is highly indicative, but it must be added that a
grave question exists regarding indefinite mainte-
nance of the franc without devaluation. In its clos-
ing sessions, the Parliament gave the Sarraut Min-
istry the power to increase to 21,000,000,000 francs
from 15,000,000,000 franes the limit of short-term
Treasury borrowings. This action was taken, it is
reported, so that the government might be in a
position to meet any extraordinary requests from
the defense services. In reality, the budgetary prob-
lem is becoming ever more difficult in France, and it
will be interesting to note whether the new Deputies,
who take their seats on June 1, will be more suc-
cessful in coping with this matter than those in the
Chamber which adjourned last Saturday.

Italian Fascism
EW steps toward Fascist ideals were announced
last Monday by Premier Benito Mussolini, in
a characteristically forceful speech before 1,000
representatives of the 22 corporations of the Fascist

State. After repeated warnings that a European
war is imminent, the Italian dictator declared that
certain key industries engaged in the manufacture
of war materials were to be nationalized. Coupled
with this declaration was a statement that the
Chamber of Deputies was to be suppressed and sup-
planted by a National Assembly of Corporations,
- representative of all phases of Italian industrial life.
All this was much in accord with Italian Fascist
tendencies of recent years, and also in accord with
predictions made by the Italian dictator years ago.
Dissolution of the Parliament was announced as a
formal aim several years ago, and it is probable that
the trend toward State ownership or control of bank-
ing facilities and “key industries” was stimulated in
no small measure by the difficulties of the Ethiopian
war. It is noteworthy that the current nationaliza-
tion of industries affects chiefly the munitions
plants and others that are engaged in supplying ma-
terials for the conflict with Ethiopia. No less sig-
nificant is the fact that the Italian government
already had extended great material aid to the
affected industries, just as it had aided the several
banks which were ‘“nationalized” several months
ago. The suspicion was aroused, both in political
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and economic circles outside Italy, that the latest
measures were hastened by the exigencies occasioned
by the sanctions now in force against the aggressor

in the Italo-Ethiopian conflict. :

No date was named by Premier Mussolini for
termination of the Italian Chamber of Deputies or
for convening of the Assembly of Corporations, but
it is assumed that these changes will be effected
rapidly, since the Chamber has been little more than
a rubber stamp in recent years in any event. Every
branch of Italian activity is to be “disciplined,” ac-
cording to I1 Duce, who promised a regime of “higher
social justice,” founded on a collaboration of capital
and workers. These and other declarations were
applauded with an enthusiasm that is always to be
expected from a hand-picked audience. Perhaps
more indicative of the genuine sentiments of the
Italian people regarding the measures was a sharp
decline in securities on the Rome and Milan Stock
Exchanges, following the speech. Italian govern-
ment bonds eased only a little, but stocks of the
leading Italian corporations fell 7 to 40 points on
the announcement. Dollar and sterling bonds of
Italian concerns were depressed in the London and
New York markets. ;

Premier Mussolini started his address with a
vehement denunciation of the sanctions which mem-
ber States of the League of Nations are applying
against his country. Without naming the London
government, he referred unmistakably to Great
Britain in a declaration that the League had acted
at the behest of a single country. But sanctions
had no effect on the determination of the Italian
government and people, he added. They indicated
merely that Italy would find it necessary to achieve
a much greater degree of self-sufficiency, and in this
connection Signor Mussolini remarked that Italy
is lacking only in a few essential materials, such as
copper, and is able to produce most requirements
through exploitation of all national resources, re-
gardless of cost. The recurrent theme of the ad-
dress was the necessity of preparing for the Euro-
pean war which Il Duce stated would tome inev-
itably, although the time is indefinite. When that
occurrence materializes, he said, arts and crafts will
be aided by the State, and small and medium indus-
tries will be left to private initiative, under the
discipline of the corporations. But the great indus-
tries that work directly and indirectly for national
defense, and. other industries that have developed
to the point where they are “super-capitalistic,” are
to be organized in large units which will assume a
“special character within the State’s orbit.”

The Italian government, Premier Mussolini re-
minded his hearers, already owns large blocks, and
in some cases majority control, of shares of the
industrial corporations affected by his edict. “It is
perfectly logical,” he said, “that these groups of
industries should cease, de jure, to have the charac-
ter of private enterprises which they lost, de facto,
in 1930. We are approaching a period when these
industries will have neither the time nor the possi-
bility to work for the general market, for they will
be working exclusively, or almost exclusively, for
the State’s armed forces.” The changes promised by
the Italian dictator are not to be brought about pre-
cipitately, but with “implacable determination.”
The Fascist Grand Council is to determine the time
for the legislative changes, which are “tied to the
victorious conclusion of the East African campaign
and European political developments.”
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Italo-Ethiopian War

HOSTILITIES between Italy and Ethiopia seem
again to have degenerated into an inactive
- phase, with daily reports of Italian airplane bomb-
ing expeditions the only incidents of note. The
Italian military authorities doubtless are engaged
upon the necessary consolidation of the extensive
territory gained a month ago, and upon preparations
for the long rainy season, during which military
operations will be all but impossible for the invad-
ers. Airplane squadrons flew over Ethiopian towns
day after day, this week, and rained bombs on the
inhabitants. It is reported from Addis Ababa that
the Ttalians are now using bombs containing
asphyxiating and corrosive fumes, even over civilian
areas. KEthiopian defensive tactics appear to be
chiefly those of guerilla attacks against the invad-
ing Italians. There is ample evidence that Italy
now is feeling keenly the effects of the sanctions
imposed by most League member States. Every
official Italian pronouncement seems to be directed
against the sanctions, and every Italian move in
European diplomacy is directed toward removal of
the punishment. Taken together, these incidents
furnish impressive proof that the sanctions are
highly effective and most embarrassing to Ttaly.
Diplomatic endeavors are continuing, meanwhile,
to find a suitable basis for settlement of the war.
French authorities stated late last week that they
are trying to bring about a simultaneous suspension
of hostilities in Africa and of sanctions against
Italy. The League of Nations Committee of Thir-
teen, charged with study of the Ethiopian war, met
in London last week, but apparently decided to leave
the problem to private diplomatic negotiations. The
committee merely announced, last Monday, that Sal-
vador de Madariaga, of Spain, and Joseph Avenol,
Secretary-General of the League, would take all use-
ful measures to bring the parties together.

Discount Rates of Foréign Central Banks

THERE have been no changes during the week in
the discount rates of any of the foreign centra]
banks. Present rates at the leading centers are
shown in the table which follows:
DISCOUNT RATES OF FOREIGN CENTRAL BANKS

Rate tn
Effect Date
Mar27| Established

3§ |July 10 1935

Rate in
Country | Effect
Mar27

Hungary...| 4
India 3

35
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Aug. 28 1935
Nov. 29 1935
3 June 30 1932
5 Sept. 9 1935
3.65 |July 31933
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Foreign Money Rates

N LONDON open market discount rates for short
bills on Friday were 9-16@549% as against 9-16@
%% on Friday of last week, and 9-16%, for three-
months’ bills, as against 9-169, on Friday of last
week. Money on call in London on Friday was 149,.
At Paris the open market rate remains at 3149, and
in Switzerland at 2149. L

Bank of England Statement
HE statement for the week ended March 25

shows a further gain of £28,601 in gold, which
raised the total to £201,393,634, another new high.

Financial Chronicle

A year ago the amount held was £193,123,088.
Circulation expanded £2,126,000, however, and so
reserves declined £2,098,000. Public deposits rose
£1,109,000 and other deposits fell off £7,475,563.
Of the latter amount £7,231,155 was from bankers’
accounts and £244,408 from other accounts. Little
change resulted in the reserve ratio, which is now
39.61%, as compared with 39.329, a week ago
and 45.37%, last year. Loans on government se-
curities rose £145,000 and those on other securities
fell off £4,394,720. No change was made in the
2% discount rate. Below we show the different

items with several years of comparisons:
BANK OF ENGLAND'S COMPARATIVE STATEMENT

Mar. 27
1935

Mar. 28
1934

Mar. 29

Mar, 25 Mar. 30
1936 1933 1932

£ £ £ £ £

406,493,000(381,440,316/378,779,139(367,111,600( 360,529,134

18,000,000/ 20,106,890| 17,512,720| 21,244,085| 27,230,726
120,576,1841137,852,211(131,385,189/127,804,053| 88,947,089
Bankers' accounts.| 83,617,456| 96,625,016| 94,468,743 92,838,083| 54,565,819
Other accounts-..| 36,958,728| 41,227,195 36,916,446 34,965,970| 34,381,270
80,304,996( 87,636,044 77,098,732| 57,737,779 35,695,906
21,674,112 16,934,204| 16,677,260/ 28,981,233

4,962,781| 5,552,118 . 5,634,269| 11,770,312
4 16,711,331 11,382,086/ 11,042,991 17,210,911 ,086,
Reserve notes & coin| 54,809,000| 71,682.772| 73.373.733 80,576,560 ,902,6567
Coin and bullion.. ... .(201,393,634/193,123,088|192.152.872| 172,688,160(121,431,791

Proportion of reserve
it 39.61% 45.37% 49.27% 54.06% 30.90%
2% 2% 2% 2% 3%%

Circulation
Public deposits
Other deposits

Disct. & advances......

Bankrate..____._..

Bank of France Statement

HE statement for the week ended March 20

shows an increase in gold holdings of 32,114,180
francs, bringing the total up to 65,700,421,408
francs. The Bank’s gold a year ago aggregated
82,596,794,593 francs and two years ago 74,365,-
395,446 francs. Credit balances abroad, bills bought
abroad and advances against securities register de-
creases, namely 1,000,000 francs, 3,000,000 francs
and 8,000,000 francs, respectively. The - reserve
ratio is now 70.20%, as against 80.769, last year
and 77.349, the previous year. Notes in circulation
record a gain of 606,000,000 francs, bringing the
total up to 82,680,653,870 francs. A year ago cir-
culation stood at 81,490,356,930 francs and the
year before . at 80,821,056,275 francs. French
commercial bills discounted show an increase of
1,045,000,000 francs and creditor current accounts of
186,000,000 francs. A comparison of the various

items for three years appears below:
BANK OF FRANCE'S COMPARATIVE STATEMENT

Changes

Jor Week Mar, 20 1936 | Mar. 22 1935 | Mar, 23 1934

Francs Francs Francs Francs
Gold holdings +32,114,180|65,700,421,408(82,596,794,593|74,365,395,446
Credit bals. abroad.

—1,000,000 7,268,951 9,599,837 13,780,886
aFrench commercial

bills discounted.- -|+1,045,000,000(10,926,820,711| 3,778,470,414( 5,611,115,025
bBills bought abr'd. —3,000,000( 1,289,760,937| 1,006,903,224 1,055,679,691
Adv, against securs. —8,000,000| 3,371,223,251| 3,100,103,145| 2,966,148,534
Note circulation___.| +606,000,000(82,680,653,870(81,490,356,930(80,821.056.275
Credit.current accts.| -186,000,000(10,912,460,030(20,789,825,199|15,337,515,492
Propor'n of gold on ) :

hand to sight liab . —0.56% 70.20% 80.76 % 77.34%

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

Bank of Germany Statement

HE statement for the third quarter of March
shows another gain in gold and bullion, the cur-
rent increase being 61,000 marks. The Bank’s gold
now aggregates 71,768,000 marks, in comparison with
80,595,000 marks a year ago and 244,991,000 marks
two years ago. An increase also appears in reserve
in foreign currency of 62,000 marks, in silver and
other coin of 52,474,000 marks, in notes on other
German banks of 310,000 marks, in investments of
1.950,000 marks. The reserve ratio is now 2.01%,
compared with 2.587%, last year and 8.09, the previous
year. Notes in circulation record a contraction of
121,104,000 marks, bringing the total down to
3,853,429,000 marks. Circulation a year ago stood
at 3,295,582,000 marks and the year before at 3,293 ,-
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041,000 marks. Bills of exchange and checks, ad-
vances, other assets and other liabilities register
decreases, namely 145,827,000 ' marks, = 5,322,000
marks, 70,074,000 marks and 148,379,000 marks,
respectively. Below we furnish a comparison of the
different items for three years:

REICHSBANK'S COMPARATIVE STATEMENT

Financial

Changes
Jor Week

ssets— Poich

Mar. 23 1936| Mar. 23 1935|Mar. 23 1934

Peich

s | Reichsmarks
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FOR DELIVERY WITHIN THIRTY DAYS

Eligible ber banks. w
Eligible non ber .banks, ‘ .

Discount Rates of the Federal Reserve Banks

HERE have been no changes this week in the °
rediscount rates of the Federal Reserve banks.

The following is the schedule of rates now in effect
for the various classes of paper at the different

Reserve banks:
DISCOUNT RATES OF FEDERAL RESERVE BANEKS

% bld
% bid

ki
71,768,000 . -80,595,000
No change| 20,264, 000 21, 643 000 62,812,000
62,000 5,510,000 4,414,001 17,264,000
—145,827,000/3,650,306,000] 3,304, 349 ,000)2,767,737,000
--52,474,000| 257,072,000 187,534, ,000| 276,155,000
+-310,000| 3,093,000 15.009,000| 11,858,000
—5,322,000| 41,939,000 - 57,098,000 - 79,137,000
-+1,956,000| 660,691,000| 754,786,000| 678,931,000
—70,074,000| 613,321,000( 603,583,000 521,654,000
—121,104,000|3,853,429,000(3,295,582,000(3,293,041,000
+100,746,000| 672,896,000| 901,848,000| 540,816,000
—148,379,000| 143,814,000( 188,754,000( 141,079,000

+0.07% 2.01% 2.58% 8.0%

New York Money Market

EALINGS were dull this week in the New York
money market, with all departments relapsing
into inactivity after the large previous turnover in
connection with Treasury financing and income tax
payments. The Treasury sold on Monday an issue
of $50,000,000 discount bills due in 273 days, and
awards were made at an average discount of 0.118%.
Bankers’ bill and commercial paper rates were un-
changed, with hardly any business done. Call loans
on the New York Stock Exchange held at 34% for
all transactions, whether renewals or mew loans,
while time loans were offered at 1% for all maturi-
ties to six months, with few takers.

ks
Gold and bullion 61,000
Of which depos. abr'd..
Reserve in foreign curr.
Bills of exch. and checks
Silver and other coin..

Notes on oth, Ger Dbks.

244,991, 000

Notes in circulation....
Other daily matur.oblig.
Other labilities
Propor. of gold & for'n
curr. to note circul’'n.
T

New York Money Rates
EALING in detail with call loan rates on the

Stock Exchange from day to day, 34 of 1%
remained the ruling quotation all through the week

for both new loans and renewals. The market for
time money shows no change, no transactions
having been reported this week. Rates are now
quoted at 19, for all maturities. Trading in prime
commercial paper has been unusually brisk this
week, particularly dufing the past two days. The
demand has been heavy and there has been a corre-
sponding increase in prime paper. Rates are 349
for extra choice names running from four to six
. months and 19, for names less known.

Bankers’ Acceptances

ERY little interest has been apparent in the
market for prime bankers’ acceptances this
week. Prime bills have been scarce and the demand
has been light. Rates are unchanged. Quotations
of the American Acceptance Council for bills up to
and including 90 days are 3-169, bid and 4%
asked; for four months, 149 bid and 3-169%, asked;
for five and six months, 349, 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 19, for 121- to 180-day bills.
The Federal Reserve banks’ holdings of acceptances
decreased from $4,679,000 to $4,674,000. Open mar-
ket rates for acceptances are nominal in so far as the
dealers are concerned, as they continue to fix their
own rates. The nominal rates for open market
acceptances are as follows:

SPOT DELIVERY

—180 Days—— ~—=150 Days— ——120 Days—
Bid Asked Bid Asked Bid Asked
Prime eligible bills.. 3% e % s X s

—90 Days—— ~——80 Days—~— ~——30 Days—
Bid Asked Bid Asked Bid Asked
Prime eligible bills PA % Y % Us b4

~ Tuesday, Mar. 24

Federal Reserve Bank Date
Estadblished

Feb. 81934
Feb. 21934
Jan, 17 1935
May 11 1935
May 9 1935

BO 1O 1O DI O RO RO RO RO

Feb. 16 1934

Course of Sterling Exchange

STERLING exchange is exceptionally steady and
firm, although ruling on average fractionally
lower than last week in terms of the dollar. The
average quotations are easier than at any time since
February. The turnover in the entire foreign ex-
change market has been extremely limited since the
movement of German troops.into the Rhineland on
March 7. In fact trading of every description in all
foreign financial markets continues on a small scale
pending concrete proposals from Hitler and solution
of the differences of opinion between France and
Britain as to the advisability of continuing further
negotiations with Germany. The speech of Foreign
Secretary Eden before the House of Commons on
Thursday had the effect of intensifying the element
of caution in the financial markets. The major in-
terest in the foreign exchange market is currently
centered upon the difficulties encountered by the
French franc. The range for sterling this week has
been between $4.941% and $4.9634 for bankers’ sight
bills, compared with a range of between $4.9574 and
$4.9734 last week. The range for cable transfers
has been between $4.9454 and $4.9614, compared
with a range of between $4.96 and $4.977% a week ago.

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

MEAN LONDON CHECK RATE ON PARIS

Saturday, Mar. 21 cceaoo.. 74.916 ; Wednesday, Mar. 25
Monday, Mar.23....____. 74.945 | Thursday,
Tuesday, Mar.24. .. _____ 74.945 | Friday,

LONDON OPEN MARKET GOLD PRICE

Saturday, Mar. 21 140s. 11d. ‘Wednesday, Mar. 25..140s. 914d.
Monday, Mar. 23 140s. 11d. Thursday, Mar. 26..140s. 1014d.
Tuesday, Mar. 24 140s. 1134d.| Friday, Mar. 27..140s. 1034d.

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

$35.00 . Wednesday, Mar. 25
Thursday,
35.00 | Friday,

. There is no essential change in the foreign exchange
situation. The drift of funds to London continues
but, as intimated above, on a more limited scale owing
to the widespread feeling of caution which dominates
the financial centers. The chief concern of London

Saturday, Mar. 21
Mar. 27

.in the past week seems to have been to operate so as

to offset the weakness in the French franc and to
prevent a renewed flow of gold from Paris to New
York. It cannot be asserted as a fact, but foreign
exchange traders believe, that the American financial
authorities are co-operating with the Bank of France
and the British fund in this respect.
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Foreign capital is believed to have been entirely
withdrawn from France some months ago, so that the
present selling from Paris represents withdrawal of
French capital. For the present at least the funds
reaching London from Paris and other centers will
remain there, as there are signs of a halt in
the flow of foreign money to the New York security
markets.  The French support of the franc comes
from the transfer of the proceeds of the recent sterling
credit to Paris, which involves the sale of sterling
and purchase of francs. The British exchange con-
trol operates in the same way. It is asserted that
under these circumstances the foreign exchange mar-
ket is now experiencing an artificial steadiness.
Should  support be withdrawn either through the
completion of the French transfer of the sterling
credits or by a change in English policy, the franc
would move down. Evidence of this was afforded
on Monday and Tuesday when the official control
was relaxed and the franc promptly sagged in terms
of sterling. A further decline occurred on Thursday,
when the London check rate on Paris moved up to
75.3125, which compared with a closing quotation on
Friday of last week of 74.92. The desirable rate from
the Paris viewpoint is 74.75-80.

The London market considers that the foreign

exchanges are gradually settling down to more normal

conditions, though there is still ample evidence that
apprehension on the Continent is still causing the con-
version of francs into dollars. The firmness of the
dollar is attributed less to the movement of foreign
funds to this side because of war fears than to the
fact that the dollar is still obviously under its correct
valuation. Recent experience, however, has shown,
according to the London market, that most deter-
mined resistance will be offered to its appreciation
until conditions favor or force international action
toward stabilization. Such conditions, London be-
lieves, are still far from early realization. Neville
Chamberlain, Chancellor of the Exchequer, has
often reiterated that it is not the policy of the
British fund to maintain the sterling rate at a fixed
ratio in terms of gold. The fund devotes its energies
to prevention of undue fluctuations without combating
any established trend. In this it has been eminently
successful in the past two years, holding the fluctua-
tions of sterling with respect to the franc, or gold,
within a range of 19,.

London asserts, and there is strong evidence to
support the belief, that the world is now in a period
of de facto stability, which experts agree must pre-
cede actual stabilization by law. ' The real steadiness
of sterling is reflected in the London open market
gold price. Even the Rhineland occupation has
not disturbed this steadiness. When the price of
gold holds steady in London it means that sterimg
itself is steady and when sterling is steady against
gold, the entire sterling area, comprising about forty
nations and extending into almost every corner of
the world, is enjoying a stable relationship to gold.
After reaching a record high of 149s. 4d. per fine
ounce on March 6 1935, the price of gold moved
steadily downward and has since shown no important
fluctuations, averaging close to 141s. per fine ounce.
Movements of exchange rates between two gold
_centers are automatically limited by operation of the
gold points. There is no such check between a gold
and paper currency, such as the franc and the pound.
In such a case the operation of the British exchange
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equalization fund substitutes for the gold points in
maintaining stability. Hence it may be asserted
that the London market is responsible for the greater
steadiness of the major part of the world’s foreign
exchanges. Devaluation of the franc or the out-
break of a FEuropean conflict might well be expected
to upset the equilibrium which is being attained and
necessitate a new search for a natural level for
currencies. ‘
Money rates in Lombard Street continue easy,
although six-months’ maturities have moved up
1-169,. Two- and three-months’ bills are.9-169%,,
four-months’ bills $4%, and six-months’ bills 34%, to
11.169,. All the gold on offer in the London open

“market this week was taken for ‘‘unknown destina-

tions,” believed to be largely for official French
account. On Saturday last there was available and
so taken £33,600, on Monday £95,200, on Tuesday
£240,000, on- Wednesday £176,000, on Thursday
£123,000 and on Friday £255,000. Gold holdings
of the Bank of England increased during the week
£28,601 bringing the total gold reserves of the bank
to an all time high of £201,393,634, which compares
with the minimum recommended by the Cunliffe
committee of £150,000,000 and with £136,880,252
reported in the statement of the bank just prior to
suspension of gold in September 1931.

At the Port of New York the gold movement for the
week ended March 25, as reported by the Federal
Reserve Bank of New York, was as follows:

GOLD MOVEMENT AT NEW YORK, MAR. 19-MAR. 25, INCLUSIVE
Imports . Ezports
$55,000 from Nicaragua ol :

41,000 from Russia None

$96,000 total

Net Change in Gold Held Earmarked for Foreign Account
Increase: $295,000

The above figures are for the week ended on
Wednesday. On Thursday there were no imports
or exports of the metal, or change in gold held ear-
marked for foreign account. On Friday $1,415,600
was received from Canada. There were no exports
of the metal but gold held earmarked for foreign
account decreased $356,000.

Canadian exchange during the week was quoted
at a discount of 149, to 3-169.

Referring to day-to-day rates sterling exchange on
Saturday last was off slightly from Friday’s close in
a dull half-day session. Bankers’ sight was $4.957%
@$%$4.96; cable transfers, $4.96@%4.9614. ' On Mon-
day in limited trading the pound was still easier.
The range was $4.9515@$%$4.957% for bankers’ sight
and $4.9554@%$4.9614 for cable transfers. On Tues-
day exchange on London had a firmer undertone.
The range was $4.96@$4.963% for bankers’ sight and
$4.9614@$4.9614 for cable transfers. On Wednes-
day sterling was steady. Bankers’ sight was $4.9614
@%$4.9614; cable transfers $4.961{/@%$4.9634. On
Thursday sterling eased off slightly. The range was
$4.953{@$4.96)% for bankers’ sight and $4.9573@
$4.9614 for cable transfers. On Friday sterling was
lower, the range was $4.9415@$4.9514 for bankers’
sight and $4.9453@$4.953¢ for cable transfers.
Closing quotations on Friday were $4.9434 for
demand and $4.943/ for cable transfers. Commerical
sight bills finished at $4.9414; sixty-day bills at

- $4.9314, ninety-day bills at $4.93, documents for

payment (60 days) at $4.9314, and seven-day grain
bills at $4.94. Cotton and grain for payment closed
at $4.9414. ‘ :
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Continental and Other Foreign Exchange
RENCH francs have been decidedly easier since
Friday of last week, as compared with quota-
tions which have prevailed since about the middle of
January. Par of the French franc is 6.63. The
range for cable transfers has been between 6.59
and 6.6234. The high for the franc this year was
6.6934 on Jan. 31. In the last few days the franc has
been held just above the lower gold export point
only through the active co-operation of the British
control and the Bank of France. It isthought, also,
that the American financial authorities have been
aiding in this support. Exactly what measures are
taken to prevent decline in the franc below the lower
gold point is not disclosed.

Financial

The current weakness in the franc is due only

partially to the disputes resulting from the German
movement of troops into the Rhineland and to fears
of impending war. As a matter of fact, all markets
are much less inclined to believe that war will result
from the military action. The serious weakness in
the franc results from doubts widely entertained in
all markets and throughout France itself as to the
stability of the franc on its current gold parity.

These fears are currently aggravated by the fact
- that on Saturday last in a hasty closing session of
the Chamber of Deputies a law was passed author-
izing the French Treasury to issue 6,000,000,000
francs of new Treasury bills. This measure is re-
garded as a warning of impending inflation of the
franc. The Treasury is forced to resort to the short-
term borrowing because of the prohibitive cost of
borrowing in the long-term market. Even the short-
term market, so far as private lenders are concerned,
is extremely reluctant to take on more Treasury bills.

In the final analysis the Treasury notes must be
absorbed by the Bank of France.

Last year the government raised the authorized
maximum volume of Treasury bills from 10,000,000,-

000 franes to 15,000,000,000 francs. To make sure
of a market for the bills the Bank of France was given
the right to make advances to the banks with the
Treasury bills as security. Clement Moret, then
Governor of the Bank of France, resigned rather than
consent to such an agreement which he declared, was
tantamount to direct advances by the bank to the
government. For some time the private banks of
France have been showing decided resistance to
offerings of Treasury bills, making it possible that the
government would have to place further issues directly
or indirectly ‘with the Bank of France. It is this
resistance of the French banks, together with the
prohibitive cost of long-term money, the extreme
lengths to which hoarding has gone, and the pro-
tracted flight of capital from France during the past
two years or more which made it necessary for the
French Treasury to seek the recent credit arranged
in London.

The distrust of public financial policies and the
failure of successive cabinets to balance the budget
are reflected in the low price of rentes. The mere
suggestion that the French government may have to
lean heavily on the Bank of France is enough to cause
the foreign exchange market to take fright. It is
vividly recalled in foreign exchange circles that it was
just such advances by the Bank of France to the
government that helped to bring about the chaotic
state into which French finances were plunged in
1925 and 1926, when the franc was threatening to
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follow the road taken by the German mark in 1923.

At the beginning of the World War the Treasury
and the Bank of France reached an agreement
whereby the Treasury might receive accommodation
up to 2,900,000,000 francs. The limit was repeatedly
overstepped until the advances by the Bank of France
to the government stood at 29,000,000,000 francs in
1919. By four successive enactments in 1925 Treas-
ury accommodation from the Bank of France reached
an authorized maximum of 39,500,000,000 francs.
The note circulation of the Bank of France in 1925
finally exceeded the legal limit, but Premier Herriot
was unwilling to alarm the public and induced the
Bank of France deliberately to understate the volume
of money in circulation.

The great indebtedness of the Treasury to the
Bank of France after 1925 was expunged under the
administration' of M. Poincare, when the franc was
stabilized in June 1928 on the basis of old dollar
parity of 3.92. Then a new legal limit to short-
term borrowing by the French Treasury by means of
Treasury. bills was set at 10,000,000,000 francs. The
bank is believed to be in a strong position to absorb
the entire new authorization of 6,000,000,000 francs
without severe risk. The danger is that once such
a step has been taken, it presents an easy way, as
shown by past experience, for the French Chamber,
which is already displaying a tendency to turn from
sound financial policy, to meet its financial needs
without raising new revenues through politically un-
popular taxes.

The flow of capital from France during the past
two years has been so great that the present move-
ment can not be deemed more than a steady dribble.
It is impossible to calculate the extent of the capital
export since the unsettlement caused by the Rhine
movement of March 7, but a certain amount must
have gone to Belgium, Holland and Switzerland, as
the exchanges of those countries reached the gold -
point against the franc a few weeks ago. French
trade, both internal and external, is at last showing
appreciable improvement. Nevertheless, the opinion
is widely held abroad that the franec must be devalued.

The Italian exchange control has again lowered the
peg of the lira, so that currently the nominal quota-
tions range between 7.9414 and 7.98. This is the
third lowering of the lira peg since the beginning of
the Italo-Ethiopian conflict. At the same time the
lira, according to Rome dispatches of March 21, has
been arbitrarily greatly improved for the benefit of
tourist traffic. In future tourists will be able to
obtain travelers’ checks in lire at a more favorable
rate, which is believed to be between 16 and 17 lire
to the dollar for the coming tourist season, instead of
the rate current just before March 21 of 12.52 to
the dollar. Until now, since December last lire pur-
chased in foreign countries could not be imported
into Italy in amounts greater than 2,000 lire. Under
the new decree favoring tourists no limit is set to
the amount of travelers’ checks which may be carried
over the Italian border. It is understood that checks
must be obtained in foreign countries. Sums left
over after the sojourn in Italy will be refunded in
foreign currency at the office where they were bought. -
The recent decree of the Italian government nation-
alizing the key industries of Italy had no effect on
foreign exchange. This step is only part of the
program of the Fascist corporate state. The plan
may yet be extended to such concerns as conduct a
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national business within Italy and in the Italian
- colonies, but it is doubtful if the plan will become
effective with respect to merely local industry.

The German mark situation becomes insidiously
and increasingly more grave. The German export
surplus in February increased by 40,000,000 marks,
but this brings no new access of wealth to the Reich
as the increased exports are practically the result
of barter dumping and are offset by necessary deliver-
ies of raw materials. Despite the strict censorship
and cloture of all opposition, there are increasing
signs of protest on the part of the responsible elements
in the German industrial economy. For instance,
Bremen newspapers criticize exchange restrictions as
retarding the transit trade of tl;e city.. The New
York “Times” Berlin correspondent recently pointed
out that it was considered there that the international
dispute “had a dangerous, if obscure, domestic back-
ground, and the intention of the Reichstag election
seems to be to strengthen Chancellor Hitler against
disgruntled conservative elements, rather than to
obtain a popular endorsement of the treaty violation.”
For a month or more banks were reporting criticism
in official financial circles of the government’s arma-
ment expenditures and the opinion was expressed
that the government would be compelled to resume
the publication of budgets and to make a trustworthy
report of the Reich’s debt. The banks themselves
hold a constantly growing volume of Reich bills, of
which the most recent instance is the Deutscher
Disconto, whose balance sheet shows investments in
public securities to be four times the amount held in
1935. Experts in Germany hold that the only means
to reduce the vast burden of armament debt is to
devalue the reichsmark drastically.

The following table shows the relation of the leading
currencies still on gold to the United States dollar:

0ld Dollar  New Dollar
Parity Parity -

Range
This Week
6.59 to 6.623%
16.92 t016.97}4
7.94% to 7.99
Switzerland (franc) 32.67 32.61%41032.7614
Holland (guilder) 68.06 67.91 t068.26 -

The London check rate on Paris closed on Friday at
75.04, against 74.92 on Friday of last week. In New
York sight bills on the French center finished on
Friday at 6.58, against 6.6114 on Friday of last week;
cable transfers at 6.59, against 6.6214; and com-
mercial sight bills at 6.56, against 6.591{. Antwerp
belgas closed at 16.9114 for bankers’ sight bills and at
16.9215 for cable transfers, against 16.9414 and 16.95.
Final quotations for Berlin marks were 40.22 for
bankers’ sight bills and 40.23 for cable transfers, in
comparison with 40.46 and 40.47. Italian lire closed
at 7.95 for bankers’ sight bills and at 7.96 for cable
transfers, against 7.98 and 7.99. Austrian schillings
closed at 18.75, against 18.84; exchange on Czecho-
slovakia at 4.1334, against 4.1534; on Bucharest at
0.75, against 0.76; on Poland at 18.85, against 18.94;
and on Finland at 2.19, against 2.20. Greek
. exchange closed at 0.9334 for bankers’ sight bills and
at 0.9414 for cable transfers, against 0.9414 and

0.9423.
—_——

XCHANGE on the countries neutral during the
war follows closely the course of sterling. This
applies to Holland and Switzerland and especially to
the Scandinavian currencies. The Spanish peseta has
hitherto been held in close relation to the French
franc. Recent disturbances in Spain point to the
probability that the Madrid exchange control may

6.63
16.95
8.91

France (franc)
Belgium (belga)
Italy (lira)
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alter its course in this respect. Dispatches from
Paris and Madrid on March 24 showed that Spain
has joined the countries having blocked currencies.
Remittances of Spanish bank notes to Spain after
April 17 will require a certificate signed by Spanish
customs house authorities. The decree was pub-
lished in the Spanish official gazette on March 17
and went into effect on the Continent on March 24,
after which date notes remaining in France became no
longer acceptable by foreign or Spanish banks to be
used for the payment of imports from Spain or to be
mailed across the frontier. They may be negotiated
now only on the “black bourses’’ in the European
cities, where they were quoted on Tuesday, March 24,
at 1.83 francs per peseta. This compares with the
official rate of exchange, which thus far continues
at 2.07 francs, where it has been pegged for years.
The compulsory repatriation of peseta notes is ex-
pected to improve temporarily the Spanish balance
of payments, which is estimated to have been adverse
to the extent of 120,000,000 gold pesetas in 1935,
as compared 100,000,000 and 80,000,000 pesetas in
the preceding two years. In explanation of the
decree regulating exports of currency from Spain,
the Spanish Consul-General of New York states that
permissible exportation of currency has been reduced
to 5,000 pesetas (about $685 at current rates of
exchange).

Bankers’ sight on Amsterdam finished on Friday at
67.89, against 68.23 on Friday of last week; cable
transfers at 67.92, against 68.26; and commercial
sight bills at 67.89, against 68.23. Swiss francs
closed at.32.5914 for checks and at 32.6114 for cable
transfers, against 32.75 and 32.77. Copenhagen
checks finished at 22.08 and cable transfers at 22.09,
against 22.15 and 22.16. Checks on Sweden closed
at 25.50 and cable transfers at 25.51, against 25.59
and 25.60; while checks on Norway finished at 24.85
and cable transfers at 24.86, against 24.93 and 24.94.
Spanish: pesetas closed at 13.65 for bankers’ sight
bills and at 13.66 for cable transfers, against 13.72
and 13.73.

[ —

XCHANGE on the South American countries is
steady as for the most part these currencies
move in close sympathy with sterling or with the
dollar. Hence as fluctuations in dollar-sterling ex-
change are slight, the South American exchange con-
trols have experienced no difficulty at this time.
There is nothing new of importance relating to the
South American units.

Argentine paper pesos closed on Friday, official
quotations, at 33.00 for bankers’ sight bills, against
33.12 on Friday of last week; cable transfers at 33.00,
against 3314. The unofflcml or free market close
was 2714, against 27.55@27.65. Brazilian milreis,
official rates, are 814 for bankers’ sight bills and 8.48
for cable transfers, against 814 and 814. The
unofficial or free market close was 5.70, against 5.70.
Chilean exchange is nominally quoted on the new
basis at 5.19, against 5.19. Peru is nominal at
24.95, against 25.00.

LD

XCHANGE on the Far Eastern countries, with
the exception of the Japanese yen, displays
trends long manifest. All the units of the Far East
are linked with the sterling either legally or through
temporary exchange control. The Japanese yen is
also regarded as joined to sterling by the Bank of
Japan, which exercises the office of exchange control.
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However, at present the yen has shown an undertone
of weakness since the political assassinations of the
“young officers” rebellion of Feb. 26.° Much un-
certainty prevails in business in Tokio due to rumors
that the Japanese government intends to increase its
revenues by 250,000,000 yen a year through imposi-
tion of higher taxes and expansion of government
monopolies. It is reported that the sugar industry
will be included and power wholesaling nationalized,
while plans are also reported for limiting profits of
munitions makers. Much uncertainty prevails in
Tokio as to the probable course of the new Finance
Minstry. It appears extremely likely that the con-
servative policies .of the late Finance Minister
Korekiyo Takahashi and his repeated warnings
against too rapid credit expansion will be disregarded.

Closing quotations for yen checks yesterday were
28.86, against‘ 28.92 on Friday of last week. Hong
Kong closed at 3274, against 32.85@3274; Shanghai
at 3014@3014, against 30@3014; Manila at 5014,
against 50.30; Singapore at 58.15, against 58.30;
Bombay at 37.41, against 37.53; and Calcutta at
37.41, against 37.53,

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
Mar. 26 1936, together with comparisons as of the
corresponding dates in the previous four years:

Banks of— 1936 1935 1934 1933 1932

£
121,431,791
614,652,184
40,624,050
89,971,000
70,975,000
72,972,000
71,745,000
65,435,000
11,440,000

£ . £
192,152,872 172,688,160
594,923,163 644,987,492
10,925,000| = 33,484,800
90,482,000, 90,360,000
76,823,000 66,780,000
65,711,000| - 79,061,000
77,322,000 76,203,000
66,774,000, 88,805,000
14,635,000| 12,129,000
,554,000 7,395,000 7,398,000 7,399,000 8,032,000
6,602,000 6,852,000 6,574,000) 8,075,000| 6,559,000

Total week -|1,100,908,205|1,246,981,344(1,203,720,035|1,279,972,452|1,173,837,035
Prey. week.'1,099,032,641'1,247,740,291'1,202,686,396'1,276,970.788'1,174,487,546

a These are the gold holdings of the Bank of France as reported in the new form
of statement. b Gold holdings of the Bank of Germany are exclusive of gold held
abroad, the amount of which the present year is £1,011,000

£

193,123,088
660,774,356
2,959,900
90,761,000,
62,979,000
67,718,000
71,032,000

£

201,393,634
525,603,371
2,575,200
90,117,000
42,575,000
58,057,000
95,425,000
48,109,000/ 67,201,000
2%.227,000 16,186,000

England. ..
France a_..

y
Netherlands|
Nat. Belg. -
Bwitzerland
Sweden....
Denmark. ..

Investigating the New Deal

In an address in this city on Tuesday Colonel
Frank Knox, publisher of the Chicago “Daily News”
and a “mentioned” candidate, as he expressed it, for
the presidency on the Republican ticket, criticized
the policy of forcing “must” legislation through “a
rubber-stamp Congress” by “a willful Chief Execu-
tive” who “apparently confuses mere activity, or
change, with progress.” The New Deal, he declared,
had produced “confusion,” but “if, during the next
four years, we can eliminate this confusion, keep
what is good and throw away what is bad, then we
shall retain the benefit of radical stimulation and
perhaps be able to work out some real and lasting
reform.” The reform of the present banking and
currency system, for example, “is not a job to be
done hastily,” but “a task that should be undertaken
at once by trained minds working under the auspices
of government with every available assistance from
bankers, business men and economists.” “More than
a little fumbling,” again, has been done with the
farm problem, but it “must have taught us that,
while temporary stop-gaps may be devised to provide
temporary relief, no permanent solution will come
without real thorough, deliberate and competent
study.”

A heavy burden of responsibility undoubtedly
rests upon the Administration for the way in which
much of its program has been jammed through Con-
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gress, and upon Congress for allowing itself to be-
come a political rubber stamp. The country will not
soon forget the orders issued from the White House,
or the abject surrender of Congress, save on a few
occasions, to the word of Executive command. Yet it
would not be correct to say that the New Deal legis-
lation was thrust upon the calendars of the Senate
and House without consideration. Months before
Mr. Roosevelt was inaugurated the “brain trust”
coterie was busily working out a legislative program,
and some of the most notable pieces of legislation
from which the country has suffered have been the
fruit of prolonged and ingenious study by lawyers,
economists, and professional students of political
science. The trouble is that most of this intellectual
effort was directed to launching the “socialistic ex-
perimentation” which Colonel Knox properly con-
demned, to subjecting agriculture, industry, business
and finance to control from Washington, and to cir-
cumventing or overriding clear constitutional ob-

stacles in the way of the new schemes. The so-called

“experts” upon whose advice Mr. Roosevelt relied
and whose labors he enlisted knew what they were
about, and a good deal of what at the moment
seemed temporary and was defended on claims of
“emergency” is now seen to have been only the first
steps in a deliberate and comprehensive plan to
transform the government of the United States into
a regime of State socialism under which Executive
dictatorship could run and be glorified.

Colonel Knox is right in calling, by implication,
for a thoroughgoing and intelligent examination of
the whole revolutionary business by men who believe,
as he does, that government should be the servant
of the people and not their master, that economy and
a balanced budget are better than spendthrift finan-
ciering, and that natural forces will bring recovery
if governmental impediments to their operation are
removed. Only in that way can we learn how much,
if anything, of the New Deal is worth preserving, and
by what means the evils which it has wrought may
best be remedied.

The Federal courts have already made significant
contributions to the subject in the decisions of the
Supreme Court overthrowing the National Recovery
Administration and the processing taxes imposed
by the original Agricultural Adjustment Act. A fur-
ther judicial contribution was made on the day on
which Colonel Knox spoke. On Tuesday Judge John
P. Barnes, of the Federal District Court at Chicago,
held the National Labor Relations Act unconstitu-
tional in its entirety. Ruling upon the application of
the Bendix Products Corporation, a subsidiary of
the Bendix Aviation Corporation, for a preliminary
injunction to restrain the Labor Relations Board
from interfering with its affairs, Judge Barnes
found that the Act practically deprived the corpora-
tion of freedom of contract in bargaining with its
employees, and that such freedom was a property
right of which the plaintiff was deprived without
due process of law, in violation of the Fifth Amend-
ment. The claim of the government that the Act
was applicable because the corporation was engaged
in inter-State commerce was characterized as “the
familiar but fallacious argument which would, by
judicial interpretation and construction, . . . broaden
the definition of commerce to include manufactur-
ing, mining, agriculture and, in fact, most of -the
activities of modern life. The relationship with
which the defendants propose to deal is a relation-
ship between the plaintiff and its production em-
ployees, who are engaged in making for the plaintiff,
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in its plant in Indiana, finished automobile and air-
plane parts and accessories from raw materials, that
is, manufacturing. Manufacturing is not commerce,
nor does the fact that the things manufactured are
afterward to be shipped or used in inter-State com-
merce make their production a part thereof.”
There are many things about the New Deal which
the country ought to know and which a competent
and searching examination would reveal. One would
like to know, for example, whether there is any real
need of government aid for housing. There seems
to be no doubt that a considerable shortage of suit-
able houses, available for persons with small or very
moderate incomes, actually exists, but is there any
conclusive evidence that private capital is unable or
unwilling to supply the lack if antiquated building

laws, political and labor graft, and excessively high -
wages in some of the building trades were got rid of?

Is it not obvious that government financial aid,
based upon long-time loans at very low rates of inter-
est, and with tax exemption for a number of years,
puts a wellnigh impassable barrier across the road
to recovery of one of the country’s most important
industries by discouraging the investment of private
capital with the expectation of reasonable profit,
and by checking the activities of the industry oper-
ates to perpetuate unemployment? = A thorough-
going inquiry should show how much of the Federal
housing agitation is a camouflaged effort to estab-
lish government control over a large-scale industry,
-and how much represents an economic need which
only government aid can supply.

The amended Agricultural Act, recently passed,
is so obviously an attempt to restore, under the guise
of soil preservation, the former system of govern-
ment regulation which the Supreme Court set aside
that no demonstration of its primary purpose would

seem to be needed. It would be well worth while to.

inquire, however, whether the “economy of abun-
dance” in which a large section of the population is
still unable to share is likely ever to be attained by
the economy of scarcity which the agricultural pro-
gram embodies, or whether American agriculture, in
its larger aspects, can be kept going only with the
aid of Treasury subsidies. It is a fair question
whether the agricultural policy to which the Admin-
istration is committed, far from helping the farmers
to independence and prosperity, does not tend inevi-
tably to keep agriculture in the state of a depressed
industry dependent upon government bounty. Colo-
nel Knox, in the address to which we have referred,
expressed the opinion that the farm loan. agencies
had “performed a real service” in preventing fore-
closures and reducing interest charges on farm
debts, but he also called attention to the fact that
“even at the worst only about half the farms of this
country were heavily mortgaged, while 25% of them
were not mortgaged at all.” 'What permanent eco-
nomic benefit, it may be asked, can result from re-
stricting the production of farms which either have
no mortgage indebtedness or else are mortgaged only
in a reasonable proportion to their value?

An inquiry into the effect of the Security Act and
the operations of the Securities and Exchange Com-
mission and other Federal agencies which concern
themselves with the stock market, the banks, and
corporations generally would be timely. Have in-
vestments in securities been made safer and more
attractive, and speculation excursions less seductive
and perilous, than before the passage of the Act?
Is the brokerage business any better for the multi-
tudinous reports which brokers have to make, or
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has new financing been encouraged by the onerous
requirements regarding registration and distribu-
tion? Has the morale of the community or the
standing of corporations been enhanced by the pub-
lication of information, some of it confidentially
furnished, about salaries and the security trans-
actions of directors, or has confidence in the good
faith of government been shaken in proportion as
public inquisitiveness has been gratified? Is credit
flowing more easily and healthily now that the gov-
ernment has increased its control, or does the possi-
bility of government interference contribute to the
uncertainty which still holds recovery back?

Colonel Knox pointed to a wide field when he sug-
gested study as a preliminary to reform. It was
natural, especially while the New Deal was young
and belief in its virtues was widespread, that public
attention should have occupied itself chiefly with
the immediate financial benefits that were being dis-
bursed and the continuance of financial aid that was
promised. The time has come to count the cost, not
only in the colossal sums that have been spent and
the huge deficit that has been accumulated, but also
in the economic and social failures which have been
registered, the attacks upon the Constitution which
have been stirred up, and the mercenary color which
has been given to politics. From $50,000,000,000 to
$80,000,000,000 of idle capital, the directors of the
National Association of Manufacturers declared on
Wednesday, is ready for work “if the forces of re-
covery are unleashed.” It is time that the country
interested itself in learning in detail why and how
those forces are held in check. :

A Coming Test of European Diplomacy

Now that the European war clouds appear to have
lightened, for the time being at least, the settlement
of the acute controversy stirred up by Germany’s
military occupation of the Rhineland has been rele-
gated to diplomacy. Save for the passing of the men-
ace of immediate war, however, it cannot be said
that the task of settlement has been appreciably
eased. The proposals made by the Locarno Powers
at London have been rejected by Germany, as it was
generally expected that they would be; and while
counter-proposals are promised for mnext Tuesday,
after the German election on Sunday, no hint has
been given of what they may be. Press reports from
Berlin have indicated no weakening of the popular
support for Chancellor Hitler, and 4here is every
reason to expect that the election will give him as
overwhelming a vote of confidence as he could desire.
Even after all allowance is made for the control
which Hitler will exercise over the election, and the
extreme unlikelihood that any important number of
voters will have the temerity either to vote against
him or to withhold their votes, it is quite clear that
the German people are firmly behind the government
in its Rhineland policy, and that the proposal to
withdraw troops from the region has hardly the
least chance of being considered.

Such being the case, the attitude of the other par-
ties to the controversy calls for consideration. There
has been increasing evidence during the past week
of a sharp difference of opinion in England regard-
ing the course that should be pursued. Ever since
an outburst of popular opposition forced the aban-
donment of the Hoare-Laval proposals for dealing
with the Italo-Ethiopian question, and Sir Samuel
Hoare, then Foreign Secretary, resigned, the pres-
tige of Prime Minister Baldwin has been dimmed.
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Whether the movement, reported to be directed by
Austin and Neville Chamberlain and supported by
Sir Samuel Hoare, to displace him will succeed is a
matter of speculation, but the fact that such a move-
ment is believed to be under way points to a certain
loss of confidence in Mr. Baldwin which cannot help
affectmg the international situation. The Cabinet,
_ too, is so far divided on the Rhineland issue as ma-
terially to curb the action of Anthony Eden, the
present Foreign Secretary. There is reason for think-
ing that Mr. Eden, if he had been sure of united sup-
port from the Cabinet, would have carried himself
much more stiffly with Germany than he has, and
perhaps have yielded to the demands of M. Flandin,
French Foreign Minister, for action strongly sug-
gestive of force. It is clear that his hands have been
stayed, and while it may be doubted whether the
more conciliatory tone which he has lately adopted
is entirely in accord with his own wishes, his influ-
ence during the past few days has seemed to be dis-
tinctly a moderating one.

British restraint and moderation, on the other
hand, have been an irritation to M. Flandin and his
political supporters. The French Chamber of Depu--
ties has ended its sessions, and a general election is
to be held in April. The party situation is more
than ordinarily confused. Paris, as has often been
pointed out, is not France, and political, and espe-
cially foreign, policies which appear to be strongly
favored in government circles at Paris cannot be
counted upon to receive unqualified support else-
where in the country. It is extremely doubtful if
even a considerable minority of the French people
want war with Germany or any other Power, and
reports of war sentiment which emanate from Paris
are always to be taken with a good deal of allow-
ance. The need of security and more security, how-
ever, has been so persistently emphasized in French
political discussion, and fear of German revenge
is so great, that the repudiation of the Versailles
treaty and the Locarno pact easily takes the form
of a grave German menace which no German offer
of security for Western Europe can wholly offset.
When, accordingly, Great Britain, without whose
sympathy and aid France could not go to war, holds
back and appears ready to temporize with Germany,
the charge of bad faith and desertion becomes a po-
litical factor of considerable importance. There can
be no question that, as far as political accord in
Europe is concerned, the political relations between
the two countries are at the moment heavily
strained.

It is an interesting illustration of the changing
ways of politics that Italian prestige has seemed to
rise as that of the British and French has declined.
On the surface, at least, Premier Mussolini has been
willing to join with the other signatories of the Lo-
carno treaty in calling Germany to account, but he
has refused to have anything to do with sanctions of
any kind for Germany as long as sanctions stand
against Italy, with the result that the proposed mili-
tary accord which was intended to put pressure upon
Germany cannot be given effect. On Wednesday

. Signor Dino Grandi, Italian Ambassador at London,
told the London naval conference that Italy would
not sign the naval equality treaty which the confer-
ence has drawn up because of the agreements for mu-
tual assistance in the Mediterranean which Great
Britain had made with other Powers. The agree-
ments, he declared in a spirited speech, “are openly
designed to give military support to those very sane-
tions the iniquity and injustice of which the Ttalian
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people deeply resent, and which have disrupted po-
litical solidarity among the great Powers, crushed
efforts for economic reconstruction, and increased
disorder and political confusion in Europe.”

The Italian position has been further strengthened
by the conclusion of an accord with Austria and
Hungary, supplementing and broadening a previous
agreement of March 1934, The terms of the agree-
ment are general and elastic, but they provide for
consultation among the three Powers when their
political interests are affected, and go far toward
establishing a customs union. A significant feature
is the opportunity which is given for other Powers
to join. The Rome correspondent of the New York
“Times” points out that while the adherence of the
Little Entente is unlikely because of a dispute be-
tween Hungary and Czechoslovakia over the rights
of a Hungarian minority in the latter country, there

is no reason why Germany, which has no Hungarian

minority and has refused to apply sanctions against
Italy, may not join if it is prepared to acquiesce in
the independence of Austria. The wholesale nation-
alization of the larger Italian industries which was
announced on Monday, and the consequent replace-
ment of the present Chamber of Deputies by a Na-
tional Assembly of Corporations, merely puts into
effect on a large scale the so-called corporative or-
ganization of industry under State control which
was established in terms several years ago, but the
development of which has been slow. Coming as it
does at this particular time, however, the change
has an important bearing upon Italy’s preparations
for war, since all the “key” industries of the coun-
try will now be directly controlled by the gov-
ernment.

There remains the question of the League of Na-
tions. The abrupt termination of the London meet-

_ing of the League Council, and the departure of the
members and their staffs in advance of the arrival

of Chancellor Hitler’s spokesman with Hitler’s reply
to the Locarno proposals, suggest that the Council
was glad to leave further action regarding the
Rhineland to the diplomatists. It can hardly avoid
concerning itself further with the matter, however,
if respect for its authority is not to be sacrificed,
although in whatever direction it looks there is
prospect of trouble. It must lift sanctions from Italy
or run the risk of losing Italy as a member, it must

- secure a judicial ruling on the Rhineland occupation

from the World Court or see both the Court and
the League flouted by Germany, and it must side
with either France or Great Britain if those two
governments fail to agree. There is small likelihood
that the latest effort which it has made to settle
the Ethiopian question will be successful unless
Italy writes the terms, and the agreement between
Italy, Austria and Hungary foreshadows an early
demand from Hungary, if not from Austria, for ab-
rogation of the restrictive provisions of the peace
treaties to which those countries were enforced par-
ties. Beyond these troublesome issues lies the ques-
tion whether the joint military operations against
Germany which were proposed at London do not vio-
late the Locarno treaty quite as effectively as it
was, in the German view, violated by the Franco-
Soviet alliance.

Looking at the situation as it appears at the mo-
ment of writing, it is to be expected that Great Brit-
ain will exert itself to the utmost to modify Ger-
man truculence and appease French irritation. In
this effort it will have some support from Belgium,
which has every reason for keeping on good terms
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with Germany because of its exposed frontier, and
which cannot even contemplate such costly border
fortifications as France has constructed. The suc-
cess of the British efforts, on the other hand, will
depend very largely on the outcome of the German
and French elections, and while in Germany the
outcome seems already assured, in France it is en-
tirely uncertain. There is no discernible avenue of
approach by which influence can be brought to bear
upon Italy unless the League makes a complete sur-
render, and a surrender to Italy would only hearten
Germany. Any further pressure upon Italy, more-
over, would widen the rift between Eastern and
Western Europe—a movement to which the aggres-
sive tone which Soviet Russia has assumed toward
Germany is already contributing. In short, unless
the League, with the support of Great Britain and
France, is prepared to consider the German peace
proposals and re-examine the post-war political ar-
rangements upon which the European structure un-
steadily rests, Europe will be faced with a situation
in which right will be defined in terms of might. If
history teaches any lesson, it is that the rule of

might opens inevitably the road to war.
it

Many Difficulties Beset SEC—Federal Securities
Regulation Running Afoul of Administra-
tive and Legal Obstacles

By A. WiLrreD MaY

In appraising the present status of Federal regulation
over the securities business, we are primarily struck with
many manifestations of fundamental inconsistency, illogic,
and ineffectiveness.

Shortcomings in Securities and Exchange Commission
performance partially result from administrative difficul-
ties inherent in the establishment of any far-flung regu-
latory body, as well as from the intangible and often unpre-

dictable ramifications of attempts  at national “manage-
ment,”

But the vital fundamental difficulties of the SEC result
directly from the constitutional and legal barriers which
stand in the way of attempts to gain centralized financial
control. The basic inconsistencies and shortcomings in
SEC regulation have their genesis in the legal artifices
which were utilized by the draftsman of the Securities
Exchange Act to ecircumvent the constitutional barriers
to the attainment of the reform that was desired.

The Securities Exchange Act has three cardinal pur-
poses—control of trading practices, regulation of credit, and
control over certain corporate affairs such as the submis-
sion of balance sheet and income statements, proxy solicita-
tion, and transactions of “insiders.” Ever since the con-
struction of the statute, the last-mentioned corporate pro-
visions have been regarded as, all-important to the Act’s
primary purpose to “protect the investor.” .

As a prelude to comprehension of the basic legal problem
dealing with the acquisition of control over corporate mat-
ters, let us refer to the contrastingly simple method of
regulation existing in other nations. The British Com-
panies Act required disclosure of essential financial in-
formation and lays certain responsibilities upon directors
directly and without respect to the trading locus of the
securities of any given corporation. The English law makes
no distinction whatever in the protection it gives to in-
vestors between issues listed on an exchange and those
not so listed. In fact, the London Stock Exchange is not
regulated in any manner by charter or by statute. In

Germany the National Corporation Law, as prescribed in-

the Commercial Code, requires that all companies, irrespec-
tive of whether they are listed on an exchange or not, must
furnish certain vital information initially and periodically.
French requirements are less detailed than are those of Eng-
land and Germany, but under the national publicity laws of
1907 and 1913, financial information must be submitted to
the government if a security is to be traded anywhere. Simi-
larly, Belgium, Holland and Austria have national corpora-
tion laws which operate in this direct and uniform manner,

Financial Chronicle

2057

Thus we find in the case of other nations that whatever
regulation over corporate financial affairs is deemed neces-
sary for the protection of investors is gained uniformly and
inclusively from corporate management by direct mandate.
In the United States, on the other hand, direct compulsion
on corporate issuers by the government is out of the ques-
tion under our existing legal set-up and in the absence of
Federal corporation legislation. Therefore, the utilization
of indirect devices has been resorted to. This type of legal
method has brought on a chain of serious problems and
difficulties which, it must be noted, are thus largely self-
created and the result of attempting to bite off more than
can be legally chewed. So we find a situation that instead
of dealing with fundamental objectives directly, our Securi-
ties Commission functions largely as a legal army devoting
its brain and man-power toward attempts at circumventlng
limitations imposed by such provisions as those in the com-
merce and due-process clauses of the Constitution, which
are becoming ever more nettlesome and exasperating to it.

The, authors of the original Act necessarily utilized cer-
tain devices to circumvent constitutional barriers such as

-are thus presented. The technic of the Act is based on the

assumption that the Federal government has the right to
regulate stock exchanges as instruments of inter-State com-
merce. As a condition prerequisite to the extension of the
privilege of exchange trading privileges to its respective
Securities, corporate management has been compelled to
register with the Commission ; that is, to submit to the obli-
gations, such as the submission of financial data and the
regulation of proxies and controlling persons, imposed by
the Act. In effect, the process may be conceived of as the
offering of “bait” in the form of the privilege of exchange
listing in return for voluntary submission to the Aet’s corpo-
rate provisions. As a result of this indirect artifice, regula-
tion has obtensibly reached only those companies which
desire the privilege of exchange listing.

At present 2,645 stock and 1,681 bond issues are fully
registered with the Commission, these being inclusive
figures covering the number of securities whose issuers
comply with the corporate provisions of ‘the law. But
outside the pale of the existing law there is the vast
number of unregistered issues which are defeating the
purposes of the Commission. The number of these issues
is not exactly determinable, but can be indicated. The
National Quotation Bureau, which lists over-the-counter
securities for a fee, has approximately 90,000 issues listed
in its current Semi-Annual Stock and Bond Summaries.
Further light on the number of corporations escaping regu-
lation is furnished by statistics introduced by Chairman
Landis at a recent Senate hearing. From income tax re-
turns of the year 1932 it is found that there were extant
11,815 corporations with assets exceeding $1,000,000, and
3,006 corporations with assets exceeding $5,000,000.

Of those issues which are not registered with the SEC,
the great majority are traded, if at all, off the exchanges.
But there is a category of these unregistered issues to be
found on exchanges, which has come about in the following
manner: At the time of the drafting of the Act, whose
technie was predicated on the expectation that previously-
listed corporations would continue their exchange registra-
tions, a dilemma was introduced in the discovery that in
Inany cases an exceptional arrangement with respect to list-
ing requirements had existed. For on 16 of the 23 registered
national securities exchanges a large proportion of issues had’
for many years been traded without their respective corpo-
rate officials having assumed any initiative in connection
with their admittance thereto. Consequently these issuers
bore no responsibility for the amount or uniformity of finan-
cial information which wags initially or periodically supplied
to the exchange authorities. In practically all cases the indi-
vidual exchange members had accomplished the issue’s agd-
mittance to trading privileges. In some instances the respec-
tive issuers prompted the application to list; in other in-
stances they definitely objected thereto; but usually they
merely passively assented-to the situation. These issues are
termed “Unlisted Issues on Exchanges” or “Member-Listed
Issues.” Technically accurate terminology would be “Un-
registered Issues on Exchanges.” Congress at the time
of the drafting of the Act might have consistently forced
all issues without exception either to register or to be denied
exchange privileges. But being loathe to create a situation
wherein those issuers which had been enjoying member-

[
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listing without obligation might have refused to register
under the Act, and whereas these securities would have been
.transferred from the exchanges to the over-the-counter mar-
kets where trading regulation was much more difficult, and
whereas deprivation of exchange privileges was considered
injurious to the security-holders’ interests, the pre-existing
member-listed situation has been frozen in a two-year status
quo extending until June 1 next. The exchanges were
granted permission to continue trading until that date in
those issues which had enjoyed member-listed privileges
prior to March 1 1934.

Consequently, the officials of these member-llsted issues’
corporations are exceptionally favored with exemption, from
those sections of the Securities Exchange Act which impose
obligations on corporations whose issues may enjoy exchange
privileges. These obligations are contained in Section 12,
which requires the-submission of financial data at the time
of listing; in Section 13, which requires periodic- income
statements and balance sheets; in Section 14, which regu-
lates proxy-solicitation, and in Section 16, which supervises
the security transactions of directors and large stockhold-
ers. Thus as the result of a fait accompli, an anomalous
situation exists wherein one group of corporations whose
jssues are on an exchange is subjected to all the burdens
imposed by the Act, while simultaneously another group of
corporations—frequently actually located on the identical
exchange—as the direct result of its past listing policy hav-
ing been less in the social interest is thereby favored by
exemption from all the Act’s regulations which are regularly
prescribed as a prerequisite to the maintenance of exchange
privileges.

We have, then, an inconsistent situation wherein the
sought-for control over corporations with securities in the
hands of the public is simultaneously exercised in three dis-
tinetly different degrees. This regulation is conflictingly
extended as follows:

(1) Over those issues on exchanges which are fully regis-
tered with the Commission and which are consequently sub-
jected to all the provisions of the Act. This group com-
prises 2,645 stock and 1,681 bond issues.

(2) Over “member-listed” issues on exchanges, where
regulation over trading matters is exercised, but wlhere the
corporate provisions are disregarded. This group comprises
1,370 stock and 564 bond issues.

(3) Complete lack of control over issues traded over-the-
counter, where neither trading nor corporate supervision is
exercised, except to the extent that certain rules and regula-
tions promulgated by the SEC governing trading may be
interpreted as supervision. While the number of issues in
which trading in the over-the-counter markets occurs is
indeterminable, it is thought to range between 100,000 and
200,000 issues.

The limited scope of corporate control is thus evident.
Whereas Section 2, in reciting the purpose of the Act, states
that “transactions in securities as commonly conducted upon
securities exchanges and over-the-counter markets are
affected with a national public interest which makes it
necessary to provide for regulation and control of
transactions by officers, directors, and principal security
holders, to require appropriate reports,” we have noted that
actually only a very small proportion of issues outstanding
are so reached. In other words, as previously stated, in-
formation is acquired only from those issuers who have
voluntarily registered with the SEC for the privilege of
enjoying exchange privileges. And these same privileges
are retained by other issuers without either issuer-registra-
tion or listing merely because prior to the passage of the
Act certain exchanges had let them on free of the assump-
tion of listing obligations. To bring the unregistered issues
—Dboth those which are member-listed on exchanges and
those which are traded over-the-counter—within the pur-
view of the Act’s regulatory provisions is now the objective
of the Commission.

Policy strictly consistent with the underlying technic of
the Act would abolish unregistered trading on exchanges;
that is, it would force those issues either to register or to
leave exchanges; but the Commission is unwilling to recom-
mend the invocation of this procedure. It fears that the
managers of many of these corporations would prefer to
have their issues lose thei rexchange trading privileges and
that a wholesale and unwanted exodus from the exchanges
would result. This risk the Commission is unwilling to take,
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and it therefore has recommended the indefinite extension of
exchange privileges to these unregistered companies. With
regard to the issues which are now off the exchanges, in as
much as these companies clearly demonstrate that they do
not care about exchange privileges, the bait of listing as a
means of gaining SEC registration and control fails com-
pletely.

The Commission takes the view that corporate owner-
ship and management are not identical, that the individual
security holder cannot either singly or collectively control
management, and that their interests sometimes diverge.
Consequently, the Commission is loathe to adopt further in-
direct methods to force these unregistered issues into the
fold as they have the common flaw that pressure is directed
at the wrong source. The difficulty lies in trying to influ-
ence the issuers through compulsion on other individuals
having divergent interests. For example, the Act, under its
present technie, penalizes the impotent stockholder for non-
conformity by his company officials, by depriving him of
his exchange privileges. TFurthermore, the mechanism sug-
gested in Section 15 of the Act is to place limitations on
brokers and dealers handling securities in inter-State com-
merce unless the respective corporations shall have regis-
tered. But this method likewise directs punitive pressure
‘both unjustly and ineffectively; for corporate failure to
conform to the Act imposes the burden of penalty upon the
brokers and dealers, who assuredly have mno relation to
corporate policy. Thus, they as well as the stockholders’
group would be but innocent victims in the situation. The
same objection holds valid against suggestions to discrimi-
nate against unregistered securities by imposing an increased
tax on transactions in them, or by prescribing relatively
burdensome margin requirements. In both these cases again
the security-holder would unwarmntedly bear the full
brunt of the penalty.

All the above-cited plans are objectionable because under
them, brokers, dealers or stockholders would have the futile
task of attempting to compel company officials over whom
they have little or no control to register. Besides, the
temptations and opportunities for evasion of such laws and
the chances for bootleg trading make the objections con-
clusive. The result is that the only suggestion which has
received official Commission endorsement is the proposal to
amend the Securities Exchange Act by utilizing a principle
of the Securities Act of 1933. The Commission has asked
the present Congress to amend the Act’s over-the-counter sec-
tion to require Securities Act registrants whose issues
amount to $2,000,000 or more to agree formally with the
Commission to file the prescribed financial information with
the Commission permanently and periodically in the future.
Aside from the question of legality of the imposition of such
a provision, it is evident that the scope of its effectiveness is
quite circumscribed and that the process must be a very
gradual one. This device elicits information only from those
issuers who may desire new financing from now on and the
aggregate of whose outstanding issues amount to a minimum
of $2,000,000, Commissioner Douglas has recently estimated
the number of corporations which might ultimately be
reached in this manner to be only 2,500. Furthermore, this
proposal to call for periodic reports seems to contain no
effective method of compelling permanent obeisance to the
other corporate provisions of the Act which relate to the
solicitation of proxies and the securities transactions of
controlling persons. ’

Thus, it may be concluded that attainment of the Com-
mission’s objectives for the enforcement of corporate regula-
tion lies in the distant future.

Another stumbling block to the Commission has arisen in
conjunction with attempts to regulate over-the-counter trad-
ing pursuant to the purposes expressed in Section 15. In
the first place, the large number of individual dealers—
there are already approximately 5,500 brokers and dealers
registered with the Commission—renders - administrative
serutiny extremely difficult, if not altogether impossible.
The difficulty of acquiring correct and adequate data regard-
ing trading practices renders administrative activity out in
the field impossible. In the second place, there is the legal
difficulty of determining the presence of the inter-State
commerce element. In compelling individual licensing, the
dealer’s use of an instrumentality of inter-State commerce
must be established. The law does not touch intra-State
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transactions; therefore, it is evident that it will be an ex-
tremely unwieldy proposition, in uncovering suspected in-
fractions of the law, to distinguish between those transac-
tions which are inter-State and those which may be untouch-
able through being intra-State. One suggested way out of
the difficulty has taken the line of self-government and
supervision by the dealers’ own associations, such as the'
Investment Bankers Conference Committee. But, in any
event, it iy evident that the Commission’s efforts to exert
trading regulation on an inclusive scale is rendered largely
abortive by the far-flung over-the-counter situation.

Another of the three cornerstones of the Act consists of
credit restriction, and here we have had another inconsistent
situation. In the first place, since the time of the initial
application of the Act, margin requirements have been ap-
plicable only to brokers’ accounts, and lending by banks on
security collateral has remained unrestricted, The banks’
margin requirements have been much more lax than have
those of brokers. The long-awaited Regulation U, with its
purpose of effecting consistent control over credit extension
by banks, has just been promulgated and is effective as of
May 1 next. Owing to restrictions in the law, however,
certain anomalies in the margin situation remain. Bank-
lending on unregistered securities is not restricted except
where the loan is used to carry registered securities. Fur-
thermore, banks can lend on unregistered securities, while
brokers cannot do so. The new regulations place no restric-
tions on lending on bonds or other n'on-equity securities,
while lending by brokers on such securities is controlled by
Regulation T.

In its policy toward the important and controversial sub-
Ject of the suggested segregation of broker and dealer func-
tions—which was left in abeyance at the time of the passage
of ther Act—the Commission is again confronted with legal
snags. Attempted control of the hundreds of individual
dealers operating within the confines of a single State runs

afoul of the Constitution’s inter-State commerce clause,

Moreover, the attempt to strip the hundreds of dealers or
brokers of a major part of their legitimate long-term busi-
ness livelihood is rendered dubious by the “due process”
clause, ) ;

Congress also directed the Commission to investigate the
personnel and functions of protective committees, - The
Commission, under the direction of Commissioner Douglas
and Abe Fortas of the Yale Law School, has conducted
. exhaustive and far-flung investigations of these activities
and has amassed a vast amount of relevant material, It is
questionable, however, whether any of the promulgated
recommendations can be translated into early legislation.
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It will be extremely difficult to make appropriate and valid
changes in the Securities Act of 1933; a variety of contrac-
tual relationships would have to be controlled, and a dis-
tinct departure from the present scope of the Act would
have to be undertaken. Consequently, it is believed that if
any reform measures along these lines are forthcoming, they
will be restricted to amendments to the Federal bankruptcy
laws.

Chronicle

In considering the question of legal complications con-
fronting the SEC, the chief source of immediate preoccupa-
tion assuredly lies with administration of the Public Utility
Holding Company Bill, The Commission is in the position -
of devoting a great portion of its collective time and brain-
power to the initiation and pursuit of regulation which—it
iy recognized—may be completely invalidated in the com-
paratively early future. In addition to its direct effect on
the utilities companies, the imminent holding company de-
cision will also shed great light upon the permanence and
extent of other SEC control, both that which has been
enacted and that which is being held up pending such deter-
mination. General Counsel Burns of the SEC stated to
Judge Coleman in the Baltimore utilities action last fall
that if the Public Utility Holding Company Act is found
unconstitutional, the Securities Act of 1933 is likewise in-
valid. Whether this is true or not, it is certain that if the
relatively wide and strong powers of control prescribed in
the Utility Act should be upheld, then the Commission’s
power, as evidenced both in its promulgated rules as well
as in the further extension of its scope, will be immeasurably
broadened. : .

In summary and conclusion, it may be stated that:

(1) Efforts to accomplish centralized Federal control by
means of indirect circumvention of the Constitution’s pro-
visions has resulted in many difficulties.

(2) Corporate regulation under the Securities Exchange
Act is being practiced inconsistently, and with limitations
considered as illogical by many.

(3) Attempts at regulation of trading activities taking
place off-the-exchanges are rendered abortive by both legal
and administrative difficulties, '

(4). Collateral loan restriction has likewise been incon-

' sistent. :

(5) Legal difficulties have hindered the efficiency in-the
performance of many other activities of the Commission,

(6) It seems assured that the attainment of the 'presently
established objectives of Federal securities regulation in a
logical and consistent manner is at best a slow evolutionary
process whose consummation will be indefinitely deferred.

Stock Margin Rules Revised by Board of Governors of Federal Reserve System—

Provides Maximum Loan Value of 45%

of Current Market Value for Registered

Securities—Regulation Applies to Banks As Well As Brokers—Regulation U and

Revised Regulation

Text of Margin Rules for Banks

The Board of Governors of the Federa] Reserve System
n March 25 issued Regulation U, pertaining to loans by
banks for the purpose of carr ing stocks registered on a
national securities exchange, and at the same time announced
that Regulation T, applying to loans by brokers, dealers and
members of national securities exchanges, has been modified
80 as to make applicable to brokers and dealers.the same
margin requirements that have been provided for loans by
banks on equity securities. The regulations covering banks
will become effective on May 1, while those pertaining to
brokers will be effective April 1. The Board explained that
banks were being placed under regulations similar to those
for brokers and dealers because the latter group of lenders
would be placed at a disadvantage if the banks were un-
restricted in_their securities transactions.

The Board has fixed the maximum loan value applying to
registered stocks at 459 of current market value, and after
May 1 more than 14,000 banks will be required to bring their
advances for stock purchases on exchanges under this limit.
In its revision of Regulation T the Board replaced the
present complex margin formula for brokers, dealers and
members of stock exei]anges with & requirement of a maxi-
mum loan value of 459%, of current market value, the same
percentage as that applicable to banks. The following is
the statement issued by the Board of Governors in making
public Regulation U: :

Pursuant to the provisions of Section 7 of the Securities Exchange Act
of 1934, the Board of Governors of the Federal Reserve System to-day

issued Regulation U relating to loans made by banks on or after May 1
1936, for the purpose of purchasing or carrying stocks registered on a
national securities exchange. .

The regulation is not retroactive. It does not restrict the right of a bank
to extend credit, whether on securities or otherwise, for any commercial,
agricultural or industrial purpose, or for any other purpose except the
burchasing or carrying of stocks registered on a national securities exchange.

The regulation does not prevent a bank from taking for any loan collateral
in addition to that required by the regulation, nor does it require a bank to
reduce any loan, to obtain additional collateral for any outstanding loan, or
to call any outstanding loan because of insufficient collateral.

At the same time, Regulation T, which applies to loans by brokers,
dealers and members of national securities exchanges, has been modified
80 as to make applicable to brokers and dealers the same margin require-
ments that have been determined for loans by banks on equity securities.

The maximum loan value applying to registered stocks has been fixed
at 45% of current market value which is the Dercentage now applicable,
under Regulation T, to three-fourths of the trading on the exchanges at
the present time.

The text of Regulation U and of the revision to Regulation
T is given further below. A Washington dispatch of March
25 to the New York “Herald Tribune” commented on the
changes as follows:

Boom Not Considered

‘With the bulk of trading of securities on exchanges now on a ‘‘cash’
basis, it was said that issuance of “margin’’ rules for banks was not occa-
sioned by a fear of a runaway market, based on credit, but rather the move
Was a recognition that in the long run, not only brokers, but banks, should
have their lending for stock trading under curtailment. The bank regula-
tions and revision of the brokerage rules have been under consideration
by the Federal Reserve Board for nine months. They represent the first
major action by the new personnel.
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The two new regulations, U and T (as changed) follow:

REGULATION U

Loans by Banks for the Purpose of Purchasing or Carrying Stocks
Registered on'a National Securities Exchange
Explanatory Foreword
(Not a part of the regulation) i

This regulation is issued pursuant to the provisions of Section 7 of the
Securities Exchange Act of 1934 and relates only to loans made on or after
May 1 1936. It is not retroactive.

The regulation does not restrict the right of a bank to extend credit,
whether on securities or otherwise; for any commercial, agricultural, or
industrial purpose, or for any other purpose except the purchasing or
carrying of stocks registered on a national securities exchange.

The regulation does not prevent a bank from taking for any loan collateral
in addition to that required by the regulation, nor does it require a bank
to reduce any loan, to obtain additional collateral for any outstanding
loan, or to call any outstanding loan because of insufficient collateral.

Any inquiry relating to this regulation should be addressed to the Federal
Reserve bank of the district in which the inquiry arises.

Section 1. -General Rule

On and after May 1 1936 no bank shall make any loan secured directly
or indirectly by any stock for the purpose of purchasing or carrying any
stock registered on a national securities exchange in an amount exceeding
the maximum loan value of the collateral, as prescribed from time to
time for stocks in the supplement to this regulation and as determined by
the bank in good faith for any collateral other than stocks.

For the purpose of this regulation, the entire indebtedness of any borrower
to any bank incurred on or after May 1 1936 for the purpose of purchasing
or carrying stocks registered on a national securities exchange shall be
considered a single loan; and all the collateral securing such indebtedness
shall be considered in determining whether or not the loan complies with
this regulation.

After any such loan has been made, a bank shall not at any time permit
withdrawals or substitutions of collateral that would cause the maximum loan
value of the collateral at such time to be less than the amount of the loan.
In case such maximum loan value has become less than the amount of the
loan, a bank shall not permit withdrawals or substitutions that would
increase the deficiency; but the amount of the loan may be increased if there
is provided additional collateral having maximum loan value at least equal
to the amount of the increase.

Section 2. Exceptions to General Rule

Notwithstanding the foregoing; a bank may make and thereafter maintain
any loan for the purpose specified above, without regard to the limitations
prescribed above, if the loan comes within any of the following descriptions:

(a) Any loan to a bank or to a foreign banking institution;

(b) Any loan to any person whose total indebtedness to the bank at the
date of and including such loan does not exceed $1,000;

(¢) Any loan to a dealer, or to two or more dealers, to aid in the financing
of the distribution of securities to customers not through the medium of a
national securities exchange;

(d) Any loan to a broker or dealer that is made in exceptional circum-
stances in good faith to meet his emergency needs;

(e) Any loan for the purpose of purchasing a stock from or through a
person who is not a member of a national securities exchange and is not
a broker or dealer who transacts a business in securities through the medium
of any such member, or for the purpose of carrying a stock so purchased;

(f) Any temporary advance to finance the purchase or sale of securities
. for prompt delivery which is to be repaid in the ordinary course of business
upon completion of the transaction;

(%) Any loan against securities in transit, or surrendered for transfer,
which is payable in the ordinary course of business upon arrival of the
securities or upon completion of the transfer;

. (h)dAny loan which is to be repaid on the calendar day on which it
is made;

(i) Any loan made outside the 48 States of the United States and the
District of Columbia.

Qoptd
)

3.  Miscellaneous Provisions

(a) In determining whether or not a loan is for the purpose specified
in Section 1 or for any of the purposes specified in Section 2, a bank may
rely upon a statement with respect thereto, accepted by the bank in good
faith, signed by an officer of the bank or by th'e borrower.

(b) No loan, however it may be secured, need be treated as a loan for
the purpose of ‘‘carrying’’ a stock registered on a national securities exchange
unless the purpose of the loan is to enable the borrower to reduce or retire
indebtedness which was originally incurred to purchase such a stock, or,
if he be a broker or dealer, to carry such stocks for customers. '
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(¢) In determining whether or not a security is a “‘stock registered on a
national securities exchange,’’ a bank may rely upon any reasonably current
record of stocks so registered that is published or specified in a publication
of the Board of Governors of the Federal Reserve System.

(d) The renewal or extension of maturity of a loan need not be treated
as the making of a loan if the amount of the loan is not increased except
by the addition of interest or service charges on the loan or of taxes on

* transactions in connection with the loan.

(e) A bank may accept the transfer of a loan from another lender, or
permit the transfer of a loan between borrowers, without following the
requiremeats of this regulation as to the making of a loan, provided the
loan is not increased and the collateral for the loan is not changed.

(f) A loan need not be treated as collateralled by securities which are
held by the bank only in the capacity of custodian, depositary or trustee,
or under similar circumstances, if the bank in good faith has not relied upon
such securities as collateral in the making or maintenance of the particu-
lar loan.

() Nothing in this regulation shall be construed to prevent a bank from
permitting withdrawals or substitutions of securities to enable a borrower
to participate in a reorganization.

(h) No mistake made in good faith in connection with the making or
maintenance of a loan shall be deemed to be a violation of this regulation.

(i) Nothing in this regulation shall be construed as preventing a bank
from taking such action as it shall deem necessary in good faith for its
own protection. ’

(j) Every bank shall make such reports as the Board of Governors of
the Federal Reserve System may require to enable it to perform the functions
conferred upon it by the Securities Exchange Act of 1934.

(k) Terms used in this regulation have the meanings assigned to them
in such portions of Section 3(a) of the Securities Exchange Act of 1934 as
are printed in the appendix to this regulation, except that the term ‘‘bank'”
does not include a bank which is a member of a national securities exchange.

(1) The term “stock’ includes any security commonly known as a stock,
any voting trust certificate or other instrument representing such a security,
and any warrant or right to subscribe to or purchase such a security.

SUPPLEMENT TO REGULATION U

Issued by the Board of Governors of the Federal Reserve System
Effective May 1, 1936

For the purpose of Section 1 of Regulation U, the maximrum loan value
of any stock, whether or not registered on a national securities exchange,
shall be 45% of its current market value, as determined by any reason-
able method.

Loans to Brokers and Dealers.—Notwithstanding the foregoing, a stock,
if registered. on a national securities exchange, shall have a special maximum
loan value of 60% of its current market value, as determined by any reason-
able method, in the case of a loan to a broker or dealer from whom the
bank accepts in good faith a signed statement to the effect (1) that he is
subject to the provisions of Regulation T (or that he does not extend or
maintain credit to or for customers except in accordance therewith as if he
were subject thereto), and (2) that the securities hypothecated to secure
the loan are securities carried for the account of his customers other than
his partners. i

SUPPLEMENT TO REGULATION T

Effective April 1 1936

Mazimum Loan Values of Registered Securities (Other than Exempled
Securities) for Purposes of Regulation T

Pursuant to the provisions of Section 7 of the Securities Exchange Act
of 1934 and Section 3 of its Regulation T, as amended, the Board of Gover-
nors of the Federal Reserve System hereby prescribes the following maximum
loan values of registered securities (other than exempted securities) for the
purposes of Regulation T: .

(1) General Rule.—Except as provided in paragraphs (2) and (3) of this
supplement, the maximum loan value of a registered security (other than
an exempted; security) snall be 45% of the current market value of the

security. L ]

(2) Ezlenston of Credit to Other Members, Brokers, and Dealers—The
maximum loan value of a registered security (other than an exempted
security) in a special account with another member, broker, or dealer,
which special account complies with subsection (b) of Section 3 of Regula-
tion T, as amended, shall be 60% of the current market value of the security.

(3) Extension of Credit to Distributors, Syndicates, &c.—The maximum
loan value of a registered security (other than an exempted security) in a
special account with a distributor, syndicate, &c., which special account
complies with subsection (c) of Section 3 of Regulation. T, as amended,
shall be 80% of the current market value of the security.

Govenors of Federal Reserve System Issue Open Market Regula tions——Exém pt Mem-
ber Banks From Such Operations—Committee to Consider General Credit Situ-

ation When Making Transactions

The Board of Governors of the Federal Reserve System
on March 25 issued regulations exempting Federal Reserve
member banks from open market operations. These regula-
tions, promulgated under Section 12A of the Federal Reserve
Aect, were approved by the new Open Market Committee at
its recent organization meeting. The rules will govern the
Committee’s control over the buying and selling of Govern-
ment obligations by the Federal Reserve banks. Section 2
of the regulations defines such terms as ‘“Government securi-
ties,” “obligations,” and “‘system open market account.”
Government principles are described in Section 3, which
states that “the time, character and volume of all purchases
and sales in the open market by Federal Reserve banks shall
be governed with a view to accommodating commerce and
business and with regard to their bearing upon the general
credit situation of the country.”

In prescribing rules for the conauct of open market opera~
tions, the Board said:

Each Federal Reserve Bank shall engage in open market operations under
Section 14 of the Federal Reserve Act only in accordance with this regulation
and the directions issued by the committee from time to time, and no Federa.
Reserve Bank shall decline to engage in open market operations as directed
by the committee.

Transactions for the system open market account shall be executed by a
Federal Reserve Bank selected by the committee. Each Federal Reserve
Bank shall make available to the Federal Reserve Bank selected by the
committee such funds as may be necessary to conduct and effectuate such
transactions.

The regulations also define the procedure to be followed by
Federal Reserve Banks in engaging in open market opera-

tions other than the purchase or sale of Government securi-
ties. The text of the regulations follows:

Section 1

Pursuant to the authority conferred upon it by Section 12A of the Federal
Reserve Act, as amended, the Federal Open Market Comittee prescribes
the following regulations relating to the open market transactions of the
Federal Reserve banks. -

The Federal Open Market Committee expressly reserves the right to
alter, amend, or repeal this regulation in whole or in part at any time.

Section 2—Definitions .

(A) Government Securities—The term ‘‘Government Securities’” shall
include bonds, notes, certificates of indebtedness, treasury bills, ana other
obligations of the United States, including obligations fully guaranteed
as to principal and interest by the United States.

(B) Obligations—The term ‘‘obligations’ shall include all bankers’
acceptances, bills of exchange, cable transfers, bonds, notes, warrants ,de-
bentures, and other obligations, including government securities, which
Federal Reserve banks are authorized by law to purchase in the open
market. .

(C) System Open Market Account—The term ‘‘system open market
account’’ applies to government securities and other obligations heretofore
or hereafter purchased in accordance with open market policies adopted by
the committee and held for the account of the Federal Reserve banks.

(D) Committee—The term ‘‘committee” shall mean the Federal Open
Market Comurittee.

(E) Executive Committee—The term ‘‘executive committee’’ shall mean
the Executive Committee of the Federal Open Market Committee.

Section 3—Government Principles

By the terms of Section 12-A of the Federal Reserve Act, as amended,
the time, character and volume of all purchases and sales in the open mar-
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ket by Federal Reserve banks shall be governed with a view to accommo-
dating commerce and business and with regard to their bearing upon the
general credit situation of the country.

Section 4—Federal Open Market Committee

(A) Functions—The Committee shall consider the needs of commerce, in-
dustry and agriculture, the general credit and situation of the country
and other matters having a bearing thereon, and consider, adopt and
transmit to the several Federal Reserve banks regulations and directions
with respect to the open market operations of such banks under Sectionl4
of the Federal Reserve Act. .

(B) Participation in System Open Market Account—The Committee
from time to time shall determine the principles which shall govern the
allocation among the several Federal Reserve banks of government securities
and other obligations held in the system open market account, with a view
to meeting the changing needs of the Federal Reserve banks.

Section 5—Ezecutive Committee

(A) Organization—The Committee at its first meeting after March 1 in
each calendar year, shall select from its own members an executive com-
mittee consisting of five members.

(B) Fuactions—It shall be the duty of the executive committee:

1 To direct the execution of transactions in the open market in accordance with
the open-market policies adopted by the Federal Open Market Committee;

2 To allocate the government securities and other obligations held in the system
open market account among the several Federal Reserve banks in accordance with
the principles determined by the Federal Open Market Committee;

3 To keep the members of the Federal Open Market Committee informed of all
transactions executed under the direction of the Federal Open Market Committee,
and of all allocations and re-all ions of government securities and other obligations
held in the system open market accounts, and

4 To perform such other functions and duties in connection with open market
operations as may be assigned to it from time to time by the Federal Open Market
Committee.

Section 6—Conduci of Open Market Operations

Each Federal Reserve bank shall engage in open market operations
under Section 14 of the Federal Reserve Act only in accordance with
this regulation and the directions issued by the Committee from time to
time, and no Federal Reserve bank shall decline to engage in open market
operations as directed by the Committee.
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Transactions for the system open market account shall be executed by
a Federal Reserve ba’ k selected by the Committee. Each Federal Reserve
bank shall make available to the Federal Reserve bank selected by the
Committee such funds as may be necessary to conduct and effectuate such
transactions.

Section T—Purchases and Sales of Government Securities

No Federal Reserve bank shall purchase or sell government securities
except pursuant to authority granted by the Committee or in accordance
with an open market policy adopted by the Committee and in effect at
the time.

The Comittee reserves the right, in its discretion, to require the sale
of any government securities now held or hereafter purchased by an in-
dividual Federal Reserve bank or to require that such securities be trans-
ferred into the system open market account in accordance with such di- -
rections as the Committee may make.

Section 8—Other Open Market Operations

Subjéct'td"directions of the Committee and the following conditions,
each Federal Reserve bank may engage in open-market operations other
than the purchase or sale of government securities:

1 All such transactions shall be reported daily to the secretary of the Committee
on the day they take place.

2 Only acceptances and bills of exchange which are of the kinds made eligible for
purchase under the provisions of Regulation B of the Board of Governors of the
Federal Reserve System may be purchased and the rates of d shall be establish-
ed in accordance with the provisions of Section 14-D of the Federal Reserve Act;
provided, further, that no obligations payable in foreign currency shall be pur-
chased in foreign currency shall be purchased except in accordance with directions
of the Committee. i

3 Only bills, notes, revenue bonds and warrants of States, counties, districts,
political subdivisions or municipalities which are of the kinds made eligible for pur-
chase under the provisions of Regulation E of the Board of Governors of the Federal
Reserve System may be purchased.

4 No Federal Reserve bank shall engage in the purchase or sale of cable transfers
for its own account except in accordance with the directions of the Committee;
provided that Federal Reserve banks may purchase and sell cable transfers through
the Habana agency in accordance with the resolutions or regulations of the Board of
Governors of the Federal Reserve System governing the operations of such agency,

Elsewhere in this issue we refer to the new Maigin regu-
lations issued this week by Board of Governors of the
Federal Reserve System.

Annual Report of Comptroller of Currency J. F. T. 0’ Connor—Sees Material Improv-
ment in Banking Situation—FDIC Held As Stabilizing Influence—Would Give
Permanency to Its Loaning Powers Incident to Mergers to Avert Loss to Cor-
poration—Added Powers Sought by Comptroller—Would Amend Laws Restrict-
ing National Bank Dividends to Semi-Annual Periods—Seeks New Powers

of State Banks Irrespective of Capital of

Respecting Approval of Conversions
Latter :

“Grant of the general power to the Comptroller of the
Currency to make such rules and regulations as are necessary
to enable him effectively to perform the duties, functions,
or services specified in the banking laws’’ is one of the sug-
gestions as to new legislation made by Comptroller of the
Currency J. F. T. O’Connor, in his annual report for the
year ended Oct. 31 1935, made public March 23. In all
six legislative recommendations are contained in the report

as follows:
Suggestions for Legislation

In the Comptroller’s report to Congress dated Jan. 3 1935, numerous
recommendations were made with respect to legislation which Congress
saw fit to enact into law through the Banking Act of 1935. While no
general legislation is now recommended, there are nevertheless certain
corrective and clarifying amendments which should be enacted into law
as follows:

1. In*many States, State banks are not permitted to issue preferred
stock and have issued to the Reconstruction Finance Corporation capital
notes or debentures. These capital notes or debentures do not constitute
capital within the meaning of the national banking laws and cannot.be
considered in determining the amount of capital of the State bank in the
case of a conversion. While preferred stock could readily be issued in
most cases by such banks when converted into the national banking system,
this office is not in a position to permit the conversion, because part of
the necessary capital under the national banking laws is composed of capital
notes or debentures. It is suggested, therefore, that Section 5154 of the
Revised Statutes should be amended so that the Comptroller of the Cur-
rency be authorized to approve conversions irrespective of amount of
capital of the State bank. provided the capital df the national bank into
which it is converted is adjusted to meet present statutory requirement
as soon as the conversion shall have been approved.

2. The matter of the payment of dividends on shares of common stock-
of a national bank has caused many inquiries to be made indicating con-
siderable confusion in the minds of bankers as to the meaning of some of the
language of the statute. The question of the soundness of the provisions
of the statute that dividends may be declared only semi-annually has been
raised to considerable extent. This and other technical difficulties make
it advisable to have Sections 5199 and 5204 of the Revised Statutes clarified.

3. Grant of the general power to the Comptroller of the Currency to
make such rules and regulations as are necessary to enable him effectively
to perform the duties, functions, or services specified in the banking laws.
Such general regulatory power has been vested in the Federal Reserve
Board as respects their activities under the Federal Reserve Act by Section
11 (1) of the Federal Reserve Act. Such powers are also vested by law
in the Federal Deposit Insurance Corporation as respects their functions
and in the Secretary of the Treasury.

4. Sub-section (n) (4)'of Section 101 of the Banking Act of 1935 provides:

“Until July 1 1936, whenever in the judgment of the Board of Directors
such action will reduce vhe risk or avert a threatened loss to the [FDIC]
Corporation and will facilitate a merger or consolidation of an insured bank
with another insured bank, or will facilitate the sale of the assets of an
open or closed insured bank to and assumption of its liabilities by another
insured bank, the Ccrporation may, upon such terms and conditions as
it may determine, make loans secured in whole or in part by assets of an
open or closed insured bank; which loans may be in subordination to the
rights of depositors and other creditors, or the Corporation may purchase
any such assets or may guarantee any other insured bank against loss by
reason of its assuming the liabilities and purchasing the assets of an open
or closed insured bank. Any insured national bank or District bank,
or, with the approval of the Comptroller of the Currency, any receiver
thereof is authorized to contract for such sales or loans and to pledge any
assets of the bank to secure such loans.” :
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It is believed to be highly desirable that vhe provisions of the above
sub-section be made permanent and it is, therefore, recommended that an
amendment be made eliminating the following words: *‘‘Until July 11936.""

5. There are a number of trust companies in the District of Columbia
organized under special Act of Congress whose corporate existence appears
to have been limited to a period of 50 years. This period in some cases
will expire as early as 1940. Originally, national banks were limited in
their corporate existence to a period of 20 years. This was amended
subsequently to provide as follows:

““T'o have succession from the date of the approval of this Act, or from
the date of its organization if organized after such date of approval until

- such time as it be dissolved by the act of its shareholders owning two-thirds
of its stock, or until its franchise becomes forfeited by reason of violation
of law or until terminated by either a general or a special Act of Congress
or until its affairs be placed in the hands of a receiver and finally wound
up by him.” (Par. 2d of R. 8. 5136.)

It would appear that the District of Columbia Code, with respect to
trust companies, should be amended in a similar manner.

6. There should be a general revision of the District of Columbia Code,
in so far as it relates to building and loan associations.

It is recommended that the District of Columbia Credit Unions Act,
approved June 23 1932, be amrended so that credit unions organized under
such Act may be assessed for the actual cost of making examinations
specified in Section 299 of Title 5 of the Code of Law for the District of
Columbia.

Besides the proposal (made above in the fourth sug-
gestion) that to avert a threatened loss to the Federal
"Deposit Insurance Corporation, permaneney be given to the
latter’s powers to make loans on assets of an insured bank
to facilitate a consolidation, the report elsewhere describes
the FDIC as “‘one of the greatest stabilizing influences in
the banking structure’’; its comments on this point follow:

Federal Deposit Insurance Corporation

In the five national banks which closed during 1934 and 1935, deposits
insured by the FDIC amounted to $3,250,556, or 59.98%. The sta-
bilizing influence of the FDIC and its contribution to the general welfare
of banking in the nation cannot be over-emphasized. Approximately
52,000,000 depositors are insured in 14,218 banks, and the deposits of
approximately 98.5% of them are fully insured under the maximum of
$5,000 protection. Since the inauguration of Federal deposit insurance,
33 insured banks have failed, five of which were national banks. The
total deposit liability of the 33 banks at date of closing was $10,865,183,
and the estimated insured deposits amounted to $7,013,667. The Cor-
poration promptly met its responsibility in the payment of depositors.
It is estimated that the Corporation will recover $4,430,247 from the
assets of these closed banks. or 63.16% of the total insured deposits.

The capital structure of the Corporation is composed of a contribution
from the Federal government of $150.000,000, and nearly $140,000,000
from the Federal Reserve banks; and it is estimated that annual assess-
ments from insured banks will amount to between $33,000,000 and $35.~
000.000. The law requires the funds of the Corporation to be invested
in United States government securities. Income from this source for the
calendar year 1935 amounted to $8,159,000, while administrative expenses
were $2,587,000.

The present rate of assessment is 1-12th of 1% annually on the total
deposit liability of all banks which are members of the permanent insurance
fund. In my opinion, this assessmrent is sufficient. A careful table of
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statistics was presented to the Senate Committee on Banking and Cur-
rency to justify this assessment rate. The table covered a period of 12
years prior to the banking holiday in March 1933, and included the worst
years, from the standpoint of the number of bank failures, in the banking
history of the country. During that period an assessment of 1-12th of
1%, plus the borrowing power, would have enabled the Corporation to
meet all of the demands of depositors for insured deposits without exhausting
its borrowing power.

The Corporation is financially sound, and with careful management
will continue to serve the depositors of this nation and will continue to
be one of the greatest stabilizing influences in the banking structure.

“There has been a material improvement in the banking
situation of the country as reflected in the periodic reports of
condition received in response to calls made on national
banks,’” says the Comptroller in his report.

““Although the earnings figures for all active banks in the
country are not available,”’ the report states, “it is of
interest to note that in the six months ended June 30 1935,
national banks, after providing for losses and expenses,
added to their undivided-profit accounts $76,265,000. This
was the first six-month period since June 30 1931 that the
aggregate showed additions were made to the profit account.”
The Comptroller adds that ‘in the year ended June 30 1935
there was a profit of $71,372,000, or 3.939%,. Regarding

"the showing of the banks under the various calls, the

Comptroller says:
Present Banking Situation
Comparing figures for the Nov. 1 1935 call with those for the Oct. 17
1934 call, which were included in the Comptroller's last annual report,
it is significant to note that the loans and investments of the 5,409 active

" mational banks, on Nov. 1 1935, aggregated $18,484,935,000, representing

an increase during the year of $927.922,000, or 5.29%; the total of cash
in vault, balances with other banks, and reserve with Federal Reserve
banks, amounted to $7,866,050,000, an increase of $1,790,961,000, or
29.48%; and the total assets of $27,430,730,000 represented an increase
of $2,619,340,000, or 10.56%. The book value of capirtal stock on Nov. 1
1935 amounted to $1,776,591,000, which was an increase of $4,078,000,
or 0.23%, during the year; and surplus, profits, and reserves were $1,-
353,353,000, an increase of $69,576,000, or 5.42%. Total deposits of the
national banks on Nov. 1 1935 were $24,033.236,000 and exceeded by
$3,211,844,000, or 15.43%, the aggregate held on Oct. 17 1934. Bills
payable and rediscounts amounted to 35 007,000, a decrease of $3,779,000,
or 43.01%.

In the two years and four months from June 30 1933, the first call
following the banking holiday, when there were 4,902 licensed national
banks, to Nov. 1 1935 the loans and investments increased 19.32%; cash
and balances with other banks, including reserve with Federal Reserve
banks, increased 90.97%; and the total assets increased 31.50%. The
book value of capital stock during that period increased 17.22%; surplus,
profits, and reserves, 0.93%; and total deposits, 43.28%.

The total deposits of $24,033,236,000 reported on Nov. 1 1935 were
within $314,144,000, or 1.29%, of the total deposits reported at the peak
of the national banking system namely Dec. 31 1928, when there were
7,635 banks with deposits of $24,347,380,000.

A marked improvement in the entire banking situation in the country
is recognized also by a comparison of the returns for all banks, State and
national, covering the two years from June 30 1933 to June 30 1935.
Loans and investments of $44,636,415,000 reported for 16,053 banks on
the latter date exceeded by $4,317,934,000, or 10.71%, the amount re-
ported for 14,624 licensed banks doing business on an unrestricted basis
two years previous. Cash, balances due from banks, and reserve with
reserve agents increased $4,632,763,000, or 59.66%; and the total assets
increased $9,091,149,000, or 17.72%.% Notwithstanding a reduction of
$255,456,000, or 5.69%, in the aggregate of surplus, profits, and reserves,
the capital stock, including capital notes and debentures. on June'30 1935
was $3,605,443,000 and exceeded by $705,902.000, or 24.35%, the amount
reported two years previously. Total deposits in June of 1935 were
$51,586.123,000, which was an increase of $10,052,653,000, or 24.20%,
over the amount held in June of 1933. Bills payable and rediscounts
decreased about 88%. .

Comparing the figures for all banks in the country on June 30 1935
with those for June 30 1934, the loans and investments showed an increase
of 4.48%; cash, balances due from banks, and reserve with reserve agents,
21.36%; and total assets, 7.54%. The decrease in surplus, profits, and
reserves of 1.487% was slightly in excess of the increase of 1.31% in the
aggregate of capital stock. capital notes. and debentures outstanding.,
Total deposits on June 30 1935 were $4,961,082,000, or 10.64%, over
the amount reportel the year previous. Bills payable and rediscounts
showed a decrease of $126,710,000, or 67.38%.

Although the earnings figures for all active banks in the country are not
available, it is of interest to note that in the six months ended June 30
1935 national banks, after providing for losses and expenses, added to their
undivided-profit accounts $76,265,000. This was the first six-month

‘ period since June 30 1931 that the aggregate showed additions were made

to the profit account. In the year ended June 30 1932 national banks
had a deficit of $139,780,000, or 8.91%, based on capital; for the year
ended June 30 1933 a deficit of $218,384,000, or 14.39%: and for the year
ended June 30 1934 a' deficit of $303.546,000, or 17.46%. However,
in the year ended June 30 1935 there was a profit of $71,372,000, or 3.93%:.

Regarding a pension plan provided for national bank
examiners, we quote the following from the report:

Pension Plan for National Bank Ezaminers

In the Comptroller’s last report, reference was made to a partially
perfected plan under consideration by the Comptroller's Office to provide
retirement pensions for national bank examiners. Subsequently it appeared
there was some doubt as to the Comptroller's authority, to inaugurate
such a plan without specific legislative sanction. Accordingly, the matter
was subumitted to Congress which saw fit to provide, in Section 343 of the
Banking Act of 1935, authority for the Comptroller of the Currency to
establish a retirement-annuity system for the employees of his office.
As most of the employees in the office are under civil service, this will
now be applied only to the national bank examining force. The expense
of the system will require no appropriations from Congress, and will be
paid for by monthly salary deductions from the employees plus the appli-
cation of a portion of the assessments against banks and their affiliates.

. The development of the system has required very careful planning and has

involved a considerable amount of detail, both from an actuarial and an
administrative standpoint. 'We have been in consultation with one of the
foremost firms of actuaries, the members of which have had a great deal
of experience in establishing similar systems, and I am happy to say that
our plans are so far under way that the system is expected to become
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effective on March 1 1936. I am confident that the operation of the plan
will add to the efficiency of the office and will enable us to retain valuable
and experienced employees who might otherwise be attracted to positions
out of the service.

Examiners from the Comptroller’s Office are engaged in the examina~
tion of branches of American banks wherever they are established. At the
present time there are 88 such branches in the following countries: Argentina,
Belgium, Brazil, Chile, China, Colombia, Cuba, Dominican Republic,
England, India, Japan, Manchuria, Mexico, Panama, Peru, Philippine
Islands, Puerto Rico, Straits Settlements, Uruguay, and Venezuela, In
addition to these, the Comptroller's force examines four national banks
in Alaska, one in Hawaii, and one in the Virgin Islands.

In part the report has the following to say as to national
bank faﬂures in the year under review.

| National Bank Failures

| During the year ended Oct. 31 1935 there were but four actual failures
of national banks. In addition to such four failures, receivers were ap-
pointed for 21 other banks, making a total of 25 appointments of receivers
for insolvent national panks during the year. Of such total appointments,
in addition to the four actual failures, 11 were for banks formerly in charge
of conservators, and 10 for the purpose of completing unfinished liquidation
of banks formerly in voluntary liquidation or enforcing stock assessnients
against shareholders of banks, the collection of which was necessary because
of unsatisfied indebtedness of such institutions. Elimination of the 10
stock assessment banks and nine banks in which reorganizations occurred
while in charge of conservators from the total of 25 banks placed in re-
ceivership during the year left but six insolvent banks for regular liquidation
by receivers. - During the year ended Oct. 31 1935 11 receiverships were
restored to solvency for which receivers were appointed in previous years.
These figures for the year 1935, when compared with data for the pre-
ceding year of 394 appointments of receivers for insolvent national banks,
and 28 restorations to solvency of banks previously placed in receivership,
clearly indicate the improvement and correction in the insolvent national
bank situation resulting from the completion of the program for reor-
ganization of unlicensed national banks and stabilization through the
FDIC of active banks.

In a further analysis of the 25 receivers' appointments for the current
year, it is found that of the 11 appointments for banks formerly in charge
of conservators, two with capital of $150,000 and deposits of $2,499,455
were regular receiverships without prior reorganizations or. payments to
depositors, while nine with capital of $2,750,020 were appointments fol-
lowing reorganization under conservators. The nine banks with deposits
of $26,471,838 for which receivers were appointed follow ing reorganizations
under conservators, paid depositors through reorganizations effecved prior
to receivers’ appointments an estimated amount of $5,141,361, or an average
return of 19.42%. The total capitalization of the 25 banks for which
receivers were appointed during the past year was $4,305,020 as compared
with the total capitalization of the 394 banks for which receivers were
appointed during the previous year of $56,525,000.

During the year ended Sept. 30 1935 total costs incurred in the liqui-
dation of insolvent national banks as reported by receivers were equivalent
to 7.67 % of total collections from all sources, including offsets allowed.

The following further reference to bank failures appeais
in the report:

Bank Failures
In the Comptroller's report for 1934, it was pointed out that during
the 12 years from 1921 through 1932, an average of 901 banks, Statve
and national, with average deposits of $407,093,833, closed each year.
The following record of national bank suspensions constituting actual
failures from 1912 up to and including 1935 will be of interest:

Actual 3 Actual
Fatlures for| Reported Fatlures for Reported
Which Deposits Years Which Deposits
Recetvers Jor Actual Ended Recetvers Jor Actual
Were Fatlures Oct, 31— Fatlures
Appointed >

Were
Appointed

$3,665,676 $39,836,690

250,494,710
781,769.809
13,084,637 41,050

8,982,862 5,398,802

17,358,274
48.816.366 $1,757.131,821

Total...'! 1,953

During this period 2,430 receivers were appointed. The difference
between the number of suspensions representing actual failures and the
number of receivers appointed is accounted for by the fact that in some
instances it has been necessary to appoint receivers for the purpose of
completing unfinished liquidation of banks formerly in voluntary liquida~
tion or enforcing stock assessments against shareholders of banks, the
collection of which was necessary because of unsatisfied indebtedness of
such institutions. Included in such group of non-actual failures are also
numerous instances of appointment of receivers for banks formerly in
conservatorship where partial reorganizations were effected prior to such
receivers’ appointments.

From November 1932 to March 4 1933 there were 101 national bank
fajlures, with deposits of $101,676,600, Of the 1,417 national banks
unlicensed as of March 16 1933, at the close of the banking holiday, 334
with deposits at suspension of $679,392,353 were subsequently declared
insolvent and placed in receivership as actual failures. In addition to
these 334 receiverships, there were but three additional national bank
failures, with deposits at suspension of $700,856, from March 16 to Oct. 31
1933. One national bank closed during the report year 1934 with deposits
of $41.950, and four closed during the report year 1935 with total deposits
of $5,398,802.

Receiverships Closed

During the year ended Oct. 31 1935 163 receiverships were terminated
and the affairs thereof closed, including 11 banks which were restored
to solvency. This figure exceeds by 41 the largest total of receiverships
terminated in any one year in the previous history of this Bureau. During
the 24-year period from Nov. 1 1911 to Oct. 31 1935 1,062 national bank
receiverships have been liquidated and finally closed or restored to solvency.

Further extracts from the report follow:

National Bank Note Circulation
In view of the fact that Hon. Henry Morgenthau Jr., Secretary of the
Treasury, called for payment all bonds and consols against which national
bank notes were permitted to circulate, and these notes are being retired
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rapidly, it is interesting to glance at the ns',tional bank notes which have
been outstanding each year for the past 10 years as follows:

Dec, 31 1926.....- $706,442,679 | Dec. 31 1931..
Dec, 31 1927.--e.nu.ee... 711,523,519 | Dec, 31 1932
Dec. 31 1928... -== 705,627,779 | Dec. 31 1933.
Deo, 31 1929... - 713,641,785| Dec. 31 1934.
Dec. 31 1930. 707,760,050 | Dec, 31 1935,

National Bank Circulation

Consols and Panama 2% bonds outstanding eligible as security for
national bank circulation on June 30 1935 aggregated $674,625,630, the
same as on June 30 of the year previous, comprising $599,724,050 consols
of 1930, $48,954,180 Panama Canal 2s of 1916-36, and $25,947,400 Panama
Canal 2s of 1918-38. In addition there were outstanding on the date
indicated Treasury and other United States bonds of $10.579,403,240
bearing interest at a rate not exceeding 33% % per annum which, under
the provisions of Section 29 of the Federal Home Loan Bank Act, approved
July 22 1932, were also eligible as security for national bank circulation
for a period of three years from the date of the enactment of the Act.
The expiration of the three-year privilege provided by the Act of July 22
1932, and the call for redemption of the consols and Panama Canal 2%
bonds on July 1 aad Aug. 1 1935, respectively, discontinued the privilege
of circulation to national banks after the latter date.

However, on June 30 of the current year there were on deposit with the
Treasurer of the United States as security for national bank circulation
bonds totaling $233.933,870, comprising $200,741,250 of consols, $14,-
908,620 of Panama Canal 2s, and $18,284,000 Treasury and other United
States bonds.

The circulation of national banks outstanding on June 30 this Yyear,
secured by all classes of eligible bonds and lawful money, amounted to
$769,095,645.  Of this amount $220,580.430 was secured by bonds and
the remainder, $548,515,215, by lawful money held by the Treasurer to
provide for the redemption of the notes of banks retiring their circulation
and on account of associations in liquidation.

National Banks in the Trust Field

The number of trusts and volume of trust assets under administration
by national banks reflected continued growth during the fiscal year by
figures compiled as of June 29 1935. One thousand nine hundred and
thirty-two national banks on that date had authority to exercise trust’
powers, with a combined capital of $1,508,132,817 and banking assets of
$22,543,477,718,. which represented 35.57% of the number, 83.14%

of the par value of capital, and 86.50% of the assets of all banks'in the
national banking system.

Of the number authorized to exercise trust powers under the provisions
of Section 11 (k) of the Federal Reserve Act, 1,578 banks had active trust
departments and were administering 129,711 individual trusts with assets
aggregating $9,251,291,947, and in addition were administering 16,801
corporate trusts and acting as trustees for outstanding note and bond
issues amounting to $11,605,145,026. Compared with 1934 these figures
represent a net increase of 8,577, or 6.2%, in the number of trusts being
administered; an increase of $734,740,203, or 8.6%, in the volume of
individual trust assets under administration, and an increase of $120,683,289,
or 1.05%, in the volume of note and bond issues outstanding under whicn
national banks had been named to act as trustees. ]

Segregation of the number of fiduciary accounts in national banks re-
vealed that 69,162, or 47.2%, were those created under private or living
trust agreements; 60,549, or 41.3%, were trusts being administered under
the jurisdiction of the courts, and the remaining 16,801, or 11.5%. were
trusteeships under corporate bond or note-issue -indentures. Private
trust assets comprised $7,637,917,488, or 82.6%, of the total assets under
administration, while the remaining $1,613,374,459, or 17.4%, belonged
to court trusts.

An analysis of the $8,341,958,034 of invested trust funds belonging to
the private and court trusts under administration revealed that 48.749%
were in bonds; 29.28% In stocks; 7.96% In real estate mortgages; 7.16%
in real estate, and 6.86% consisted of miscellaneous assets.

The continued development of trust activities in national banks is further
emphasized by comparing the record in 1935 with that of 1926 which
reflects an increase during the nine-year period of 120,459, or 462.36%,
in the number of trusts being administered; an increase of $8,328.963,270,
or 903.04%, in the volume of individual trust assets under administration.
and an increase of $9,141,591,710, or 371.07%, in the volume of note
and bond issues outstanding for which national banks were acting as trustees.

That the growth in earnings from trust department operations has
kept pace with the increased volume of trusts which have been intrusted
to the administration of the banks in the national banking system is re-
vealed by the fact that during the fiscal year ended June 30 1935. gross
earnings aggregating $26,479,000 were reported as against $23,616,000,
in 1934. representing a gain of $2.863.000, or 12.1%, over 1934, and an
increase of $18,224,000, or 220.8%, over 1926.

Two hundred and eighty-two national banks were acting as trustees
under 1,048 insurance trust agreements involving $47,346,006 in proceeds
from insurance policies, while 704 national banks had been named trustee
under 17,689 insurance trust agreements not yet matured or operative,
supported by insurance policies with a face value aggregating $681,142,424.

Three hundred and fifty-three of the banks spent $202,792 during the
year for trust advertising, 44 banks employed full-time trust solicitors,

and 64 banks utilized the services of part-time trust solicitors.

’ An analysis of the new business placed on the books of the national
banks between June 30 1934 and June 29 1935 developed that 245 banks
were named trustees for 1,264 bond and note issues aggregating $543,-
555,148; 830 banks were named to act as individual trustees under 7,161
agreements involving $322,327,057; 773 banks were named to act under
2,785 executorships involving $159,144,949; 572 banks were named as
administrator under 1,482 appointments involving $22,418,725; 561 banks
were named under 3,104 guardianships involving $8,243,123; '12 banks
were named to act as assignee in 35 instances involving $781,157; 35 banks
were named to act in 186 receiverships involving $3,864,669; 131 baanks
were named to act as committee of estates of lunatics in 457 cases involving
$4,960,751, while 403 banks were named to act 5,900 times in miscellaneous
fiduciary capacities, other' than those enumerated above, involving
$436,123,838.

Seventy-four banks were named to act as registrar of stocks and bonds
in 159 cases involving $125,037,061, while 67 banks were named to act as
transfer agent in 155 instances involving $38,061,296.

National bank branches, numbering 229 on June 29 1935, were actively -

engaged in administering 12,607 trusts, with individual trust assets agygre-
gating $750,620,149. and were acting as trustees for outstanding bond and
note issues amounting to $339,370,414.
. . Investments of National Banks

The table following discloses a summary of the investments of national
banks in United States government and other bonds and securities as of
June 30 1933 and 1934, and June 29 1935, and a detailed classification
by reserve cities and States of bonds and securities other than United
States government held on June 29 1935
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{In Thousands of Dollars; '

June 30

June 30 June 29
1933 1

1934 936
25,422 5,431

Number of banks

Obligations of— - ;
Home Owners’ Loan Corporation guaranteed
by U. 8. government as to interest only...
Federal Land banks
Federal Intermediate Credit banks
Joint 8tock Land banks

divisions, and municipalities €. oo vvemno
Territorial and insular possessions of the|
. United States.
Bonds, notes, an es - (not
stloek) of other domestic corporations:
roads.. ..
Public utilities
Real estate cor -
Other d corporations.
Btock of Federal Reserve bank
8tock of other domestic corporatio;
Real estate corporations
Banks and banking corporations.
Other domestic cOrporations. - ...mwwa.- -
Foreign securities: :
Obligations of foreign central governments. .
Obligations of foreign privincial, State, and
municipal governments
Other foreign securities,

Total miscellaneous bonds and securitles. - |$3,340,055
United States government obligations, direct
and(or) fully guaranteed. 4,031,576 |6,003,652 7,173,007

Total bonds and securities of all classes..-1$7,371,631 [$9,348 553 $10.716,386

@ Licensed banks; i.e., those operating on an unrestricted basis. b Included
with United States government obligations, direct and (or) fully guaranteed.
¢ Including school, irriga draf and reclamation districts, and instru-
mentalities of one or more States. d Includes claims and judgments. e Includes
Home Owners' Loan Corporation 4% bonds, guaranteed by the United States as
to interest only, the amount of which was not called for separately.

; Earnings and Dividends of National Banks

A comparative statement of the earnings and dividends of national
banks for the years ended June 30 1934 and 1935, and statements showing
the capital, surplis, earnings, and expenses, &c., of these associations
in reserve cities and States and Federal Reserve districts in the year ended
June 30 1935 follow. ' (The appendix includes also abstracts of reports of
earnings and dividends of national banks, grouped by size of banks according
to deposits, geographically, and by Federal Reserve districts, for each of
the six-month periods ended Dec. 31 1934 and June 30 1935.)

EARNINGS AND DIVIDENDS OF NATIONAL BANKS FOR THE YEARS
ENDED JUNE 30 1934 AND 1935

4,423
119,330
83,487
16,839

1,386,230
©13,118

318:,312
23,620
1,212,397
16,021

1,162,478

530,634
33,260
d653,600 {

83,603

529,090
519,584
38,937
391,081
88,674

32,314
25,744
85,226
95,341

48,796
53,764

$3,344,901

598,211
536,496
© 86,62!
366,671
90,095
35,150
25,925
80,656
65,167

89,012
50,941

$3,5643,379

} 110,436

‘149.389
} 116.655{

Year Ended
June 30 1934
(5,422 Banks)

Year Ended
June 30 1935
(5,431 Banks)

Capital, par value:
Class A preferred $401,989,000( $503,914,000
Class B preferred 0,081,000, 21,208,

C % 1,326,722,000| 1,288,848,000

$1,738,792,000|$1,813,970,000
854,057,000| 831,846,000

$2,592,849,000/$2,645,816,000
38,001,033,000( 3,086,418,000

Total....
Surplus

Total eapital and BUrPIUS. ma v ccmv e oo
Capital funds *

Gross earnings:
Interest and discount on loans... $388,064,000
Interest and dividends on bonds, stocks, and other|
securities - 291,901,000
Interest on balances with other banks 1,551,000
Collection charges, commissions, fees, &¢. 17,936,000,
Forelgn department (except Interest on foreign
loans, investments, and bank balances) 14,111,000,
Trust department 23,616,000
16,317,000

53,030,000
$806,526,000

$346,995,000

323,491,000
1,409,000
19,438,000

8,324,000
26,479,000
22,685,000
54,313,000

$803,134,000

szof.zu,ooo $209,217,000

1,875,000
on other d &

D 8,009,000

Interest on other time deposits. . 155,632,000
Interest and discount on borrowed money.. ... .. 612,000 -

43,606,000 41,992,000

128,705,000 135,866,000
$557,043,000| $553.203,000
$240,483,000 $249,931,000

Total.umacnn

Net earnings

$26,304,000
93,580,000
15,467,000

Totalaeencunn $135,351,000| $198,232,000

‘Total net earnings, regoveries, &o $384,834,000) $448,163,000

* Represents aggregate book value of oapital stock, sucplus, undivided profits,
réserves for contingencles, reserves for stock dividends on common stock, and
rétirement fund for preferred stocks.

Branches

On Feb. 25 1927, the date of the passage of the so-called “McFadden
bill,” there were in existence in the national system 372 branches as com-
pared with a total of 1,393 branches in existence on Oct. 31 1935.

During the intervening period 1,822 branches have been added to the
system, of which 999 were de novo branches, 313 were branches of State
banks which converted into national associations, and 510 were branches
brought into the national system through consolidations of State with
national banks. During this same period 801 branches were relinquished,
of which 555 went out of the system through the liquidation of pareat institu~
tions and the remaining 246 through consolications or because of other rea~
sons. The net result of these operations was a gain for the national system
of 1,021 branches for the period under discussion. ’

In the year ended Oct. 31 1935 a net gain of 129 branches was recorded
165 de novo branches being established, 152 of which were authorized under
the Banking Act of 1933 to operate in places other than the city in which
the parent bank was domiciled. In addition, six branches were brought
into the system through conversion of a State bank. There were no
branches brought into the system through consolidations of State banks with’
national banks. Forty-two branches were discontinued, 17 through
liquidation of the parent bank and 25 through action of the directors or
sharebolders of the parent bank.

$32,341,000
* 156,645,000
9,246,000
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The Course of the Bond Market

With last week’s unprecedented floods in New England
and other Eastern States now pretty well a matter of the
past, railroad bonds of medium and lower grade have
staged a moderate recovery this week. Other bonds have
held at former high levels, with little fluctuation in price.
A feature of this week’s market has been the new high
prices at which United States government bonds have sold,
the average yield of eight issues making a new low of 2.35%.

The railroad bond market has shown a moderate price
improvement. Baltimore & Ohio 4s, 1948, closed unchanged
at 105 ; Central Pacific 4s, 1949, advanced % to 10834 ; Union
Pacific 4s, 2008, declined % to 108%. The lower-grade sec-
tion has been comparatively dull, the favorable effect of
improved revenues being temporarily offset by apprehension
regarding flood damages and increasing expenses. Illinois
Central 43%s, 1966, rose 13% to 743 ; Baltimore & Ohio 4%s,
1960, at 697 were up % ; Lehigh Valley 4s, 2003, dropped
21, to 44%.

Utility bonds have been inclined to be spotty, and a soft-
ening tendency has been noted in all classes. Losses were
confined to very small amounts, however. Cities Service 5s,
1950, declined 34 to 77%; Electric Power & Light 5s, 2030,
dropped 23 to 84%; Standard Power & Light 6s, 1957, at
6014 were off 3. New financing has been the most im-
portant development of the week, volume being the largest
in months. The issues offered, mainly for refunding pur-
poses, included $90,000,000 Pacific Gas & Electric 33%s, 1961,

_tine, Chile and Australian bonds stronger.
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$75,000,000 Eastern Gas & Fuel Associates 4s, 1956, and
$3,600,000 Iowa Electric Light & Power 4s, 1955.

The quiet firmmess which characterized trading in the
industrial obligations earlier in the week changed to an
irregular movement toward the close. High-grade loans
have been easier, for the most part, while many speculative
issues gained rather substantially. Foods have been gen-
erally quiet, although Purity Bakeries 5s, 1948, continued

- their downward movement to a new low, closing at 93.

Metals have been firm, but steel issues exhibited a mixed
trend. The bonds of cement companies have been much in
demand. International Cement conv. 4s, 1945, advanced 3%
points to 134, and Penn-Dixie 6s, 1941, advanced 4% to 97.
In the automobile group, Auburn. Automobile conv. 4%s,
1939, continued their recent advance, gaining 14 point to 108,
Pure Oil 434s, 1950 (w. w.), lost 3% points from their recent
high level, dropping to 127. American Ice 5s, 1953, were
marked by a 3-point rise to 77.

A mixed trend has characterized the foreign bond market.
On the upward side substantial gains were made by El Sal-
vador 8s, Belgium 6s, Rumanian 7s and Royal Dutch 4s.
On the downward side outstanding declines were registered
by virtually all Italian bonds and the various governmental
obligations of the Republic of Colombia. The remainder of
the list showed mainly fractional changes, with most Argen-
Among Euro-
peans, Austrian and Polish obligations showed slight losses.

Moody’s computed bond prices and bond yield averages
are given in the following tables: :

MOODY'S BOND PRICESt
(Based on Average Yields)

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

120 Domestéc
Corporate* by Groups

Indus,

U. 8.

Govt.

Bonds
LA

120 Domestéc Corporate®
by Ratings

A P.U

120 Domestic

120 Demestic Corporate
by Ratings Corporate by Groups

108,75
108.75
108.75
108.94

108.03
108.21
108.21
108.21
108.21
108.21
108.39

116.42
116.42
116.62
116.62
116.62
116.82
116.62
116.42
116.42
.| 116.42

109.66
109.73
109.57
109.56
109.50
109.48
109.51
109.39
109.34
109.35
109.23
109.21
109.11
109.24
109.31
109.34

117.84
117.43
117.43
117.02

108.39
108.57

108.76

108.57

114.43
114.43
108.57
109.31

103.82

119.69
0 |116.82

90.69
91.96
97.62

109.20

105.66
1 Yr, Ago|
Mar.27'35/108.10

2 Yrs.Ago
Mar.27'34'103.56

107.31
101.97

119.07
110.79

96.08

a0

000000 W
9@@!“?‘“""““'

00 00 00 0o 00

CONNO-IIO

@

]
o
oo anmaunanoaant

umwgquuwaw

et et ot 1t 1t S O
KON

© 000000000 booomoomonoom'mr
HODORNN NIRRT O B

C000900090900  £O0LILININI000909036909 LB

g

©F bt ©13 B B bt st ok ek bt

WRNRNR=DDODOD

B B B
Sttt AR

soanaaaaana
Co BB
=151

L
14
==

o B

o wo

® =
ot
qwgca

4.76
5.00

6.35
6.22

6.39
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4.90

* These prices are computed from average ylelds on the basis ot one “ideal” bond (43( % coupon, maturing in 31 years) and do not purport to show either the average
vel or the average movement of actual price quotations. They merely serve to illustrate in a more comprehensive way the relative levels and the relative movement of

eld averages, the latter being the truer picture of the bond market.
* Aotual average price of 8 long-term Treasury issues.
rp03201.
of each week,

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 list of bonds used in computing these indexes wa= nublished in the irsue nt May 18 1938,
++ Average of 30 foreign bonds but adjusted to a comparable basis with previous averages of 40 foreign bonds 1 Dally averages discontinued, except Friday

Indications of Business Activity

THE STATE OF TRADE—CQMMERCIAL' EPITOME
Friday Night, March 27 1936.

Business activity continued on its upward swing, to the
surprise of many. In view of the wide areas affected by
the floods, the crippling and suspension of factories, mines
and especially textile and steel mills, it was expected busi-
ness activity would be seriously affected. Therefore, the
continued activity and advance in most lines should do much
to dispel any qualms or doubts concerning the strength and
vigor of the upward trend of general business. In the steel
industry, flood damage was not so severe as reports first
indicated, and within a short time it is expected that most
. all the large steel plants will be operating in a normal way.
The extensive rebuilding programs in the areas damaged by
the floods are expected to play quite a part in accelerating
the upward movement of business. The automotive industry
is again showing signs of a material pick-up, and as time
goes on the improvement is expected to broaden, especially
as the bonus money begins to make itself felt. The pro-

duction of automobiles and trucks during April are ex-
pected to reach 460,000 units. This would compare with
about 400,000 cars and trucks assembled in March and
501,000 delivered to dealers last April. Dealers are mnow
well stocked with the 1936 models, in view of the early
start on the production of this year’s models. According
to observers, indications point to a sustained high level of
operations throughout the second quarter in contrast with
the sharp contraction that followed the high April output
a year ago. The electric output is estimated to have dropped
2.29, for the week as a result of the flood damage. Latest
reports on bituminous coal production show a substantial
decline from the recently recorded high level of operations,
with a further recession anticipated for the past week on
account of flood obstruction to mine and steel activities.
Heavy construction awards were higher, led by larger private
contracts. A sharp rise in residential building is expected
for next month by building material manufacturers. Heavy
sales of machine parts for repairs and replacements made
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necessary by the floods are anticipated. Larger purchases
of new equipment also are anticipated, but at a later date.
Exports of cotton are showing a steady rise. Shipments for
eight months ended March 31 are expected to exceed all of
last year’s total. ‘Wholesale and retail business showed
further increases as flood conditions improved. The worst
of the floods is over. The crest of the Ohio’s flood stretched
on the night of the 24th over 325 winding miles of the river
from Ironton, Ohio, to Louisville. Some of the streets in
Cincinnati were under water, but the damage was compara-
tively small and caused little excitement. Heavy rains in
Illinois on the 24th caused much fear for a time. Thou-
sands went back to work in Pittsburgh, but there is still
a herculean task ahead to get one of the richest business
sections on its feet. No severe epidemics have yet been
reported. A tornado swept through six south central Mis-
souri towns, Kkilling two persons.and seriously injuring
many others. The worst dust storm of the year blew across
‘central Oklahoma from the Panhandle on the 23rd inst.
New Mexico, Texas and parts of southern Kansas were in
the path of the duster. Parts of Colorado, Texas and Kan-
sas had rain and snows of blizzard proportions. Heavy
week-end rains added to flood peril as the Missouri River
level rose. Near Omaha, Neb., the rise was 5.4 feet in two
days, and at Blair and Platsmouth it reached the highest
stage of the season. Some 171 persons are reported to have
died in the flood- and storm-swept areas of the East, and
damages are expected to reach over half a billion dollars.
New York had a taste of real spring weather on the 23rd
inst., when the temperature ranged from 40 to 63 degrees.
The heavy winds of Sunday abated to a light breeze. The
flood damage up-State was estimated at about $4,500,000.
To-day is was raining and cold here, with temperatures
ranging from 43 to 55 degrees. The forecast was for rain
this afternoon, ending early to-night; fair and colder Satur-
day. Overnight at Boston it was 38 to 56; Baltimore, 46
to 66 Pittsburgh, 50 to 58 ; Portland, Me., 36 to 52; Chicago,
38 to 64; Cincinnati, 54 to 64; Cleveland, 52 to 62; Detroit,
34 to 56; Charleston, 62 to 78; Milwaukee, 36 to 54; Dallas,
52 to 74; Savannah, 64 to 86; Kansas City, 28 to 66; Spring-
field, Mo., 30 to 72; Oklahoma City, 34 to 64; Salt Lake
City, 34 to 40; Seattle, 38 to 48; Montreal, 32 to 48, and
Winnipeg, 6 to 24.
—_—————
Number of Freight Cars in Good Repair Declines

Class I railroads on Feb. 29 had 170,620 surplus freight
cars in good repair and immediately available for service,
the Association of American ‘Railroads announced on
March 21. This was a decrease of 25219 cars compared
with the number of such cars on Feb. 14, at which time
there were 195,839 surplus freight cars. '

Surplus coal cars on Feb. 29 totaled 22,492, a decrease of
2,794 cars below the previous period, while surplus box
%ni)s. tl(:ltaled 103,832, a decrease of 19,588 cars compared with
feb, 14.

Reports also showed 26,064 surplus stock cars, a decrease
of 1,029 cars compared with Feb. 14, while surplus refriger-
ator cars totaled 8,510, a decrease of 688 for the same
period.

—_———
Railroad Credit Corp. to Pay Liquidating Distribution
of $735,881 March 31

The Railroad Credit Corporation on March 31 1936 will
make its twenty-fifth liquidating distribution to participat-
ing carriers amounting to $735,881, or 1% of the contributed
fund, it was announced on March 25 by E. G. Buckland,
President. Of this amount, Mr, Buckland said, $387,143
will be paid in cash and $348,738 will be credited on carriers’
indebtedness to the Corporation. He added:

This will bring the total amount distributed since liquidation began,
June 1 1933, to 42% of the fund, or $30,906,990. Of this total amount,
$14,367,738 will have been returned in cash and $16,539,252 in credits.

——eeeee
Moody’s Daily Commodity Index Declines Moderately

The average price of 15 basic commodities, as shown by
Moody’s Daily Index of Stapel Commodity Prices, continued
to fluctuate within the narrow range which has prevailed this
year. The Index figure on Friday was 169.6, as on the two
preceding days, and as compared with 170.7 a week ago.

The principal changes in individual quotations were de-
clines for wheat and wool, and advances for cotton and silk,
There were also sight declines in the prices of cocoa, rubber,
corn, hogs and coffee. Hides, sugar, silver, steel, copper
and lead remained unchaged from a week ago.

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

-170.7 | Weeks Ago,
-170.2| Month Ago,
-170.4| Year Ago,
--170.7| 1935 High—
271696 1936 High—
1696 Low—
—_———————
Revenue Freight Car Loading Fall 50,064 Cars in Week

.Loadings of revenue freight for the week ended March 21
1936 totaled 566,808 cars. This is a decline of 50,054 cars
or 6.6% from the E)receding week, a drop of 40,370 cars or
6.7% from the total for the like week of 1935, and a decrease
of 43,228 cars or 7.19, from the total loadings for the corre-
sponding week of 1934. For the week ended March 14 load-

tobomiaiotnt
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ings were 3.3% higher than those for the like week of 1935,
but 1.7% below those for the corresponding week of 1934.
Loadings for the week ended March 7 showed a gain of
8.19% when compared with 1935 and a rise of 3.49% when
the comparison is made with the same week of 1934.

The first 15 major railroads to report for the week ended
March 21 1936 loaded a total of 223,381 cars of revenue
freight on their own lines, compared .with 242,807 cars in
the preceding week and 238,986 cars in the seven days ended
March 23 1935. A comparative table follows:

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

Recetved from Connections
Weeks Ended—

Loaded on Own Lines
Weeks Ended—

Mar.21 Mar.14\Mar.23|Mar.21|Mar.14)Mar.23
1936 | 1936 | 1935 | 1936 | 1936 | 1935

18,394 4,698
21,398 8,089
14,324 6,899

Atchison Topeka & Ranta Fe Ry-
Chesapeake & Ohio Ry

Chicago Burlington & Quincy RR.
Chicago Milw, £t.Paui1 & Pac. Ry.
Chicago & North Western Ry......
Gulf Coast Lines

Internat’l Great Northern
Missouri-Kansas-Texas RR
Missouri Pacific RR.

17,701
23,106
13,648
16,665
13,016

2,286

7,920
7,677
7,946
10,317(.
1,662
2,116
2,840

NewYork Chicago & St.Louis Ry_
Pennsylvania RR
Pere Marquette Ry
S hern Pacific Lines.
‘Wabash Ry
L]

7,963 8,713

223,081/242,8071238,986!139,628!161,1201150,136

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

TOTAL LOADINGS AND RECEIPTS FROM CONNECTIONS
(Number of Cars)

Weeks Ended—
Mar. 21 1936 Mar. 14 1936)Mar. 23 1935

22,585 22,411 20,442
29,619 30,598 28,971
12,588 12,550 11,635

64,792 . 65,559 61,048

The Association of American railroads, in reviewing the
week ended March 14, reported as follows:

Loading of revenue freight for the week ended March 14 totaled 616,862
cars. This was an increase of 19,431 cars, or 3.3%, above the corresponding
week in 1935, but a decrease of 10,687 cars, or 1.7%, below the corre-
sponding week in 1934,

Loading of revenue freight for the week of March 14 was a decrease
of 17,966 cars, or 2.8%, below the preceding week, largely due to a
reduction in' the movement of coal.

Miscellaneous  freight loading totaled 254,925 cars, an increase of 6,204
cars above the preceding week, 24,307 cars above the corresponding week
in 1985, and 27,122 cars above the corresponding week in 1934.

Loading of merchandise less than carload lot freight totaled 158,046 cars,
a decrease of 1,289 cars below the preceding week, 1,606 cars below the

Rock Island & Pacific Ry
Illinois Central System
8t. Louis-San Francisco Ry.. .

Tt ryaHE

corresponding week in 1935, and 8,147 cars below the same week in 1934.

Coal loading amounted to 109,628 cars, a decrease of 23,568 cars below
the preceding week, 21,549 cars below the corresponding week in 1935, and
39,859 cars below the same week in 1934.

Grain and grain products loading totaled 36,928 cars, a decrease of 43
cars below the preceding week, but an increase of 8,825 cars above the
corresponding week in 1935 and. 4,952 cars above the same week in 1934,
In the Western districts alone, grain and grain products loading for the
week ended March 14 totaled 21,459 cars, a decrease of 841 cars below
the preceding week this year, but an increase of 4,996 cars above the same
week in 1935.

Livestock loading amounted to 12,222 cars, an increase of 1,056 cars
above the preceding week, 450 cars above the same week in 1935 but 1,808
cars below the same week in 1934. In the Western district alone, loading
of livestock for the week ended March 14 totaled 9,183 cars, an increase

. of 842 cars above the preceding week this year and 134 cars above the

same week in 1935.

Forest products loading totaled 30,965 cars, an increase of 200 cars above
the preceding week, 5,618 cars above the same week in 1935, and 5,675
cars above the same week in 1934.

Ore loading amounted to 6,984 cars, an increase of 516 cars above the
preceding week, 2,471 cars above the corresponding week in 1935, and
2,974 cars above the corresponding week in 1934,

Coke loading amounted to 7,164 cars, a decrease of 1,042 cars below
the preceding week, but an increase of 915 cars above the same week in.
1935. It was, however, a decrease of 1,696 cars below the same week
in 1934.

All districts reported -increases in the number of cars loaded with
revenue freight, compared with the corresponding week in 1935, except
the Allegheny and Pocahontas. All districts except the Eastern, Allegheny
and Pocahontas also- reported increases compared with the corresponding
week in 1934,

Loading of revenue freight in 1936 compared with the two previous
years follow: :

1936

2,353,111
3,135,118
634,828
616,862

6,739,919

1935

2,169,146
2,927,453
587,190
597,431

6,281,220

. In the following tables we undertake to show also the load-
ings for separate roads jand systems for the week ended
March 14 1936. During this period a total of 90 roads showed
increases when compared with the same week last year.
The most important of these roads which showed increases
were the New York Central Lines, the Chesapeake & Ohio
RR., the Norfolk & Western RR., the Southern System; the
Illinois Central System, the Atchison Topeka & Santa Fe
System, and the Union Pacific System:

1934

2,183,081
2,920,192
614,120
627,549

6,344,942

Four weeks in January
Five weeks in February.
‘Week of Mar. 7

‘Week of Mar. 14
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REVENUE FREIGHT LOADED AND RECEIVED FROM CONNECTIONS (NUMBER OF CARS)—WEEK ENDED MARCH 14

Total Loads Recetved
Jrom Connections

1936 1935

Total Revenue
Freight Loaded

1935 -

Ratlroads

1934

Total Loads Received
Jrom Connections

1936 1935

Total Revenue
Freight Loaded

1935

Ratlroads

1936

Eastern District—
Ann Arbor._....._... Ty 612
2,405
7,569
1,307

24

482
2,014
7,883
1,238 |

27
1,063
6,29
10,364

190

1,368

218
9,544
Chicago Indianapolis & Loulsy. 2,338
Central Indiana ., 68

Delaware & Hudson............
Delaware Lackawanna & West.
Detroit & Mackinac

)
3,620
8,360

234
3,369

268
10,705

« Y. N. H. & Hartford
New York Ontario & Western...
N. Y. Chicago & St. Louis....
Pittsburgh & Lake Erfe........ 4,179
Pere Marquette - 5,803
Pittsburgh & Shawmut 666 19
Bittsburgh Shawmut & Nort aer
urg West Virginia, »
Rutland.. é-‘m

,644
3,352
153,165

3,393
135,340

3,668
150,845

148,649

Allegheny District—
Akron Canton & Youngstown.*
Baltimore & Ohjo_ __.

464
28,891

771
14,679
1,495
4

616
13,5897
1,659
6

Co
Union (Pittsburgh) ..
West Virginia Northern
Western Maryland 3.416

128,236

117,488 | 120,349

Pocahontas District—
Chesapeake & Ohi0 « v wooeen.
Norfolk & Western
Norfolk & Portsmouth Belt Line
Virginian.._...

21,398
20,356
1,637
3,590

46,880

21,249
20,111
2,020
3,694

46,974

23,476
3,737
1,259

791

13,516

Totalool, cobsiilisio v

Southern District—

Group A—
Atlantic Coast Line..........
Clinchfi

Charleston & Western Carolina.
Durham & Southern..........
Gainesville Midland. .

Norfolk Southern... ..
Pledmont & Northern
Richmond Fred. & Potomac...
Seaboard Air Line.

Southern System
Winston-Salem Southbound. ..

i R M T -

Group B—
Alabama Tennessee & Northern|
Atlanta Birmingham & Coast..
Atl. & W, P,—W. RR. of Ala..
Central of Georgia
Columbus & Greenville..
Florida East Coast

8056

5
Georgia & Florida. 353

Gulf Mobile & Northern

595
25,910
56,001

Nashville Chattanooga & St L.
T Central

30,668
62,332

51,619
94,539

53,477
96,633

55,419
97,393

Tothlo o uamanagsbuludios i
Grand total Southern District

Northwestern District—
Belt Ry. of Chicago
Chicago & North Western 13,153
Chicago Great Western 1,95
Chicago Milw, St. P. & Pacific. 17,041
Chicago St. P. Minn. & Omaha)| 3,256
Duluth Missabe & Northern... 503 478
Duluth South Shore & Atlantic. 703
Elgin Joliet & Eastern
Ft. Dodge Des Moines & South*
Great Northern

1,609
9,607
2,690

623 746 1,987
14,936 | 10,317
2,280 2,978
17,145 7,946
48, 3,026
215
373
6,576
164
2,657
574
94

750

Spokane Internatio;

Spokane Portland & Seattle. . 899

40,031

74,100 45,320

Central Western District—
ﬂg‘ Top. & Santa Fe System!|
n

Chicago Burlington & Quincy.
Chicago & Illinois Midland. .

Chicago & Eastern Illinois...

Colorado & Southern

Denver & Rio Grande Western.

Denver & Salt Lake

Fort Worth & Denver City...-

Illinois Terminal. ..c.ooece-. wos

Nevada Northern. ..

North Western Pacitic.

Peoria & Pekin Union. . .. 97

Southern Pacific (Pacitic) 17,771

8t. Joseph & Grand Island....|Included [in

Toledo Peorla & Western. * 495

Union Pacitic System..... 12,614

Utah 290
1,318

92,999

18,394 5,344

2,325
54
7,677
833

4,690
2,046
35

6,727
929
6.910
1,995
1,045
1,872
4

Southwestern District—
Alton & Southern

Quanah Acme & Pacifi..ca...
St. Louis-San Francisc0.ee.a..
8t. Louis Southwestern....
Texas & New Orleans. ..
‘Texas & Paclfic

Terminal RR. Ass’nofSt. Louis*
‘Wichita Falls & Southern
‘Weatherford M. W. & N, W...

TOtAL: cwewsosononasnnnnios

52,214 49,445 ! 60,695

Note—Figures for 1934 revised. * Previous figures. a Not avallable. b Includes figures for the Boston & Albany RR., the C. C, C. & St. Louls RR., and the Michigan

Central RR.

United States Department of Labor Reports Increase
of 0.1%, in Wholesale Commodity Prices During
Week of March 21 .

Following the decline of the three preceding weeks, the
trend of wholesale commodity prices was reversed during
the week ending March 21, according to an announcement
made March 26 by Commissioner Lubin of the Bureau of
Labor Statisties of the U. S. Department of Labor. In his
announcement the Commissioner stated:

The week's advance amounted to 0.1% and brought the all-commodity
index to 79.3% of the 1926 average. Notwithstanding the advace, the
general index is 1.9% below the corresponding week for last month. Com-
pared with the corresponding week of last year, however, the current
level of wholesale prices shows an increase of 0.6%.

8ix of the 10 major commodity groups remained unchanged at the level of
the preceding week. The farm products and foods groups registered minor
increases. Hides and leather products and fuel and lighting materials were
slightly lower.

The index for raw materials—77.4—was 0.3% higher than in the previous
week, but 3.2% below the Feb. 22 index. Semi-manufactured articles
declined 0.1% and finished products remained unchanged during the week
interval, | ]

The large group of all commodities other than farm products and processed
foods declined 0.3% to 78.8. All commodities other than farm products
(non-agricultural), on the other hand, advanced 0.1%. These groups are
0.3% and 0.9%, respectively, below the corresponding week of last month.
. From Commissioner Lubin’s announcement the following
is also taken: @

The farm products group index rose 0.4% due to a 2.7% increase in
livestock and poultry. Grains, on the other hand, decreased 1%, although
higher prices were reported for barley, No. 2 yellow corn and rye. Onions
declined 18.7%; oranges, 7.9%; lemons, 7.2%; and eggs, 5.3%. Smaller
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decreases were reported for fresh milk in the Chicago market, timothy
seed and wool. Individual farm product items, which increased during the
week, were cotton. apples at Chicago, hops. alfalfa seed, clover seed, flax-
seed, and potatoes. The current farm products index—76.7—is 6% below
the level of a month ago and 1.2% below a year ago.

‘Wholesale food prices advanced 0.3%. Fruits and vegetables were up
1.4%; meats, 0.7%; and dairy products, 0.6%. Cereal products, on the
other hand, dropped 0.8%. Higher prices were reported for butter, wheat
flour, corn meal, bananas, canned tomatoes, lamb, mutton, fresh pork,
copra, lard, granulated sugar, and most vegetable oils. Lower prices were
shown for cheese in the New York market, oatmeal, rye flour, macaroni,
dried peaches, prunes, ham, mess pork, coffee, raw sugar and vinegar.
The present wholesale food index—79.9—shows a decrease of 5.2% com-
pared with a month ago and a decrease of 1.5% compared with a year ago.

Falling prices of coal caused the index for the fuel and lighting materials
group to decline 0.6%. The index for the group now stands at 76.7% of )
the 1926 average. Average prices of coke and petroleum products were
steady.

Hides and leather products continued their downward course declining
0.2%. Lower prices for skins and leather were again responsible for the
decrease.

Fractional declines for cotton goods and manila hemp counter-balanced
increases in raw silk and silk yarns with the result that the index for the
textile products group, as a whole, remained unchanged at 70.4% of the
1926 average.

A minor decrease in prices of pig tin did not affect the index for the
metals and metal products group, as a whole. It remained at 85.9. Average
prices of agricultural implements, iron and steel, motor vehicles, and
plumbing and heating fixtures were stationary,

Although the index for the building materials group showed no change,
mwinor increases were reported in prices of red cedar shingles and chinawood
oils. Decreases were reported for turpentine, rosin, and prepared roofing.

The index for the chemicals and drugs group was unchanged at 79.0%
of the 1926 average. Prices of chemicals were firmer and mixed fertilizers
weakened.
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The index for the housefurnishing goods group—=82.6—was unchanged
from the level of the preceding week. Average prices of both furniture and
furnishings were stable.

‘Wholesale prices of paper and pulp advanced 0.8% and cattle feed rose
0.4%. Pennsylvania neutral oil averaged 4.7% lower during the week and
crude rubber dropped 0.9%.

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

The following table shows index numbers for the main groups of com-
modities for the past five weeks and March 23 1935, March 24 1934, and
March 25 1933:

Mar.’| Mar. Feb,
Commodity Groups 14 7 22
1936 1936

Fuel and lighting materials
Metals and metal products
Building materials,

Housefurnishing goods...
Miscell. commodities. ...
All commodities other than
farm products and foods
All commodities other than|
farm products..
Raw materials
Semi-manufact’d art|
Finished products

x Not computed.

No Change Noted in ‘“Annalist”
Wholesale Commodity = Prices
Mearch 24 .

Trregularity again marked the commodity price trend,
resulting in an absence of net change, the “Annalist’’ Weekly
Index of Wholesale Commodity Prices being unchanged for
the week of March 24, at 125.3 (revised). Continuing, the
“Annalist’’ said:

Weekly Index of
During Week of

Grain prices were lower. except for oats, reflecting weaker foreign markets -

and slower demand in this country. Butter declined 3{ cent to 32 cents a

pound, while cheese lost ground slightly. Cocoa, coffee and bananas were

all lower, and tin dropped .55 cent to 47.70. On the other hand, all the

meats were higher, along with lard; potatoes and apples advanced, while

cotton and rubber also made gains.

THE ANNALIST WEEKLY INDEX OF WHOLESALE COMMODITY PRICES
(Unadjusted for Seasonal Variation) (1913=100)

Mar. 241936 | Mar. 17 1936 | Mar. 26 1935

Farm products. ..
Food products. .
‘Textile products._.
Fuels.

¥ All commodities on old dollar basis_.

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

(RN —
Sales of Chain Stores in New York Federal Reserve Dis-
trict During February 8.4 Above February 1935

According to the April 1 “Monthly Review’’ of the Federal
Reserve Bank of New York, “total February sales of the re-
porting chain store systems in the Second (New York) Dis-
trict were 8.49, higher than last year, a larger percentage
increase than in the previous two months, and even after
allowing for one more shopping day in February this year
than a year ago, the increase was larger than that reported
for January.”’ The “Review’’ continues;

Daily average sales of the grocery 10-cent, drug, and variety chain stores
compared more favorably with a year ago than in January, and the gain
recorded in daily average sales of the reporting shoe chains was the largest
since November. Candy chain sales, on the other hand, were lower than
a year ago, following an increase in the previous month.

There was a slight increase in the total number of units operated by all
reporting chains between February 1935 and February 1936, so that the
bercentage increase in sales per store of all chains combined was somewhat
less than for total sales.

Percentage Change February 1936
Compared with February 1935

Number of
Stores

Type of Store Sales per

Wholesale Commodity Prices Up Slightly During Week
of March 21, According to Index of National
Fertilizer Association

The decline in the general level of wholesale prices which
had lasted for four weeks was checked in the week ended

March 21, according to the index compiled by the National

Fertilizer Association. This index rose to 76.9 from 76.7 in

the preceding week. Two weeks ago the index was 76.9, a

month ago 77.8, and a year ago 75.9, based on the 1926-28

average as 100. The highest point reached by the index

this year was 78.5, in the first week of January. Under
date of March 23 the Association further announced :

Financial Chronicle
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The relative stability of prices last week is indicated by the fact that
relatively slight advances were registered by two groups and small declines
by iwo, with seven of the component groups showing no change. "The most
important advance, and the one mainly responsible for the rise in the
composite index, was in food prices, with the index for this group rising
from 77.1 to 78.0. With the exception of the preceding week, however, the
foods index was still at the lowest level reached since last June. The only
other rise occurred in the farm machinery group index, which showed a
slight advance, Farm product price trends were mixed during the week,.
with -10. price series included in the group declining and five advancing,
the net result being a small drop in the group index. The index repre-
senting the price of mixed fertilizers registered a slight decline, with
three of the 14 grades included in the index falling off in price.. The
textiles index remained unchanged during the week as higher silk quotations
offeet very slight declines in cotton, denim and hemp.

Twenty-four price series included in the index advanced during the
week and 24 declined ; in the preceding week there were 23 advancs and 25
declines; in the second preceding week there were 16 advances and 80
declines.

WEEELY WHOLESALE COMMODITY PRICE INDEX
Compiled by the National Fertilizer Assoclation. 1926-28=100

Per Cent Month
Each Group
Bears to the

Total Indez
28.6

22.3

-

coomaANSS

Fuels
Miscellaneous commodities.. .
eXtle8. aeenacmanccaaaanan

Metals

Fertilizer materials.. caveunn
Mixed fertilizer. ... -
Farm machinery....oceeceex

© | wtetetotoNGIN

"‘A!l groups combined

-
=]
=

Increase of 18%, in Wholesale Trade During Februavry
Over Year Ago Reported by Federal Reserve Bank
of New York

“Total sales of the reporting wholesale firms in the Second
(New York) Distriet during February, which included one
more business day than a year ago, averaged 189, higher
than last year, the largest percentage increase since April
1934, states the Federal Reserve Bank of New York.
Continuing, the Bank also has the following to say in its
“Monthly Review” of April 1: '

The diamond concerns reported the most substantial gain in sales since
March 1934, the grocery and jewelry firms the largest advances since '
July 1935, and the men's clothing, drug, and stationery concerns showed
sales which were well above last year for the second consecutive month.
Hardware and paper firms showed moderate advances in sales following
recessions in January, but the shoe concerns reported a smaller volume of
sales this year, and yardage sales of silk goods, reported by the National
Federation of Textiles, continued below last year's level.

The amount of merchandise held by the drug, diamond, and jewelry firms
was larger this year than last, while stocks of the grocery and hardware
concerns were smaller. The rate of collections continued to be higher than
last year in the majority of reporting lines of wholesale trade.

Per Cent of Accounts
Outstanding
Jan. 31 Collected 4n
February

Percentage Change
February 1926
Compared with
February 1935

Commodity
Net Stock End
Sales of Month

+3.3 —15.1
+48.3 - onan
+6.9

1036

Men'’s clothing.
Cotton goods- -

b
'S
*

i
BuSaho
O 00

)
.
@

Weighted average +17.9

*Quantity figures reported by the National Federation of Textiles, Inc., not
included in weighted average for total wholesale trade.

—_—— ¥ ‘
February Sales of Department Stores 11.6%, Above Last
Year According to New York Federal Reserve Bank
—Sales During First Half of March in Metropolitan
Area of New York Also Higher
The Federal Reserve Bank of New York, in its “Monthly
Review’” of April 1, states that during February ‘‘total
dollar sales of the reporting department stores in the Second
(New York) District were 11.6%, higher than last year, but

‘after allowing for one more shopping day this year than last,

the increase in the daily rate of sales in February was not as
large as in January.”” The Bank says:

The New York, Northern New Jersey, and Bridgeport stores showed
\smaller percentage gains.in average daily sales than in the previous month,
while for the remaining localities comparisons were more favorable than in
January. The Hudson River Valley District stores recorded the largest ad-
vance over a year previous in the daily rate of sales since June 1934, the
‘Westchester and Stamford stores showed the best sales increase since last
April, and the Rochester, Southern New York State, and Northern New
York State stores registered the largest gains in 5 to 7 months. Total sales
of the leading apparel stores in this district were 19.6% higher than last year,
but on an average daily basis the increase did not equal the advance regis-
tered in January. .

Department store stocks of merchandise on hand, at retail valuation,
continued somewhat below last year's level, although the decrease in
February was smaller thap in the previous two months. The rate of col-
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lections in.both the department and apparel stores continued higher than a ] 12 Months Ended Jan. 31
year ago.

1936 1935

Pe;cgmaae Change Per Cent of A 1
ebruary 1936 Oustanatng Jan. 31 x Kilowatt-hours Generated (Net)—
Compared with Collected in By fuel ; 56,766,065,000|53,650,934,000

February 1935 February By water power. 36,457,243,000|31,558,947,000

If l%‘ .gnd Total kilowatt-hours generated 93,223,308,000(85,209,881,000
ot - Purchased energy (net) 3,027,129,000/ 2,099,319,000
of Mont Fnergy used in electric Iy, & other depts..-| 1,828,574,000| 2,013,721,000
‘Total energy for distribution 94,321,863,000/86,195,479,000
Energy lost in transmission, distribution, &e. 7 4 14,855,777,000
Kilowatt-hours sold to ultimate consumers. - 71,339,702,000
Total revenue from ultimate consumers MEIN 930 116 1300 $1,845,076,600
Important Faclors—
Percent of energy generated by waterpower.- 39.1% 37.0%
D tic Service ( e)—
Aver. ann. ption per B 8 634
Average revenue per kwh. (cents) .99¢. 5.28¢.
Average monthly bill per domestic customer. 82, $£2.79

+
povf 0 o

Locality

N

++

+Ht]
OO
Qoninivonl B

Northern New J ersey

Bridgeport

Elsewhere -
Northern New York State
Southern New York State
Hudson River Valley District.
Capital District
‘Westchester and Stamford

Lirilat

S honets
DO N ORI L
R ORNBRWODOWW

Basic Information as of Jan, 31

+
|3

All department stores . ; 41.5 43.7 : ' 1936

srlame : : o 0 s 24,026,700| 23,802,800
Generating capacity (Kw.)—SteAm. . .cueceuncancnnnanaa| 24,026, ,802,
February sales and stocks in the principal departments are compared te pachy. (k¥.) 8,995,700| 8,947,600

with those of a year previous in the following table: T3 D 3 497,300, 500,900

Total generating capacity In KIIOWALtS. caceemcnmenm-e --| 83,519,700 33,251,200

Net Sales Stock on Hand Nutmb‘grea;r b ;é‘.m," o

Per Change|Per Change = Farms in Eastern area (lncluded wlth domestic) (578,720)| (533,997)
February 1936 Feb. 29 1936 Farms in Western area (| cial-] arge)-- (216,550)( (208,226)
Compared with Compared with Domestic service. . 21,080,592 20,487,399
February 1935 Feb, 28 1935 Commercial: Smau llxht and pOWeleemreemuan cesnsnuna -| 8,720,269| 3,745,109

Large light and power. 507,058] 503,310

Toys and sporting goods : ig.!) Other ulti 65,764 71,923

Musical instruments and radio
+7.9 Total ultimate cc 3 ...l 25,373,683 24,807,741

x As reported by the U. 8. Geological Survey, with deductions for certain plants
not considered electric light and power enterprises.
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Toilet articles and

Men’s and boys’ wear
‘Woolen goods

Monthly Indexes of Board of Governors of Federal
Reserve System for February
Under date of March 25 the Board of Governors of the
Federal Reserve System issued as follows its monthly
indexes of industrial production, factory employment, &e.:

BUSINESS INDEXES
(Index Numbers of Board of Governors, 1923-25—=100) a

‘Women's and misses’ ready-to-wear .
Home furnishings

‘Women's ready-to-wear accessories
Cotton goods - - -

Linens and handkerchiefs__ .

+ 1+
VL Lol E L]

+
&
'S

In its review the Bank has the following to say as to sales

in the Metropolitan area of New York during the first half : Adfusted for Without
of March: Seasonal Variation | Seasonal Adjustment

During the first half of March total sales of the reporting department Feb. | Jan. | Feb. | Feb. | Jan. | Feb.
stores in the Metropolitan area of New York appear to have shown con- 1936 | 1936 | 1935 | 1936 | 1936 | 1935
siderably more than the usual seasonal gain over the February rate, and General Inderes—
were 119 higher than in the corresponding period a year ago. Industrial production, total. .. . --. 80 | po7 .01

' L e oy Manuraotures.---..-......- 88 95 91
Minerals

Floods Delay Weekly Electric Power Output Statement ”
—Estimates Indicate Gain of 7.89, Over Year Ago

Because of flood conditions which last week affected :
New England, Middle Atlantic and Central sections and  Factory payrolls.c. ..
because of emergency trarsfers of power from one company *,;’:,,'g‘,’g_f:;gg::};gg:m_ =
to another, the Edison-Electric Institute has found it im- Production Indezes by Groups and.
possible to issue its regular weekly electric power output
statement. This statement is generally released on Wednes-
day mornings.

Based on such information as was available, the Institute
estimated that the output for the week ended March 21 was Petroleum refining. . .
1,860,000,000 kwh., or an increase of 7.8% over the corre-  pmoracc manufactures. 22200120
sponding week of 1935, when output was 1,724,763,000 kwh.

Electric output during the week ended March 14 1936
totaled 1,900,803,000 kwh. This was a gain of 10.09
over the 1,728,323,000 kwh. produced durinrg the week

» Preliminary. 7 Revised.

ended March 16 1935. a Indexes of production, carloadings, and department store sales based on daily
e averages. b Based on three-month moving average of F. W. Dodge data centered
January Sales of Electricity to Ultimate Consumers Up  at second month. ¢ Indexes of factory employment snd payrolls without seasonal
12.5 R Gain 5.3 adjustment compiled by Bureau of Labor Statistics. Index of factory employment

% —Revenues Gain % adjusted for 1 variation iled by F. R. Board of Governors.

The following statistics covering 1009, of the electric
light and power industry were released on March 20 by the
Edison Electric Institute:

SOURCE AND DISPOSAL ggggﬁ}éﬁ;{ AND SALES TO ULTIMATE Employmient Payrolis

Month of January \ Adjusted for Sea-|Without S Without S
. sonal Variation Adjust 1 Adyj

FACTORY EMPLOYMENT AND PAYROLLS—INDEXES BY GROUPS
AND INDUSTRIES. (1923-26=100) a

d Group and Industry
198 103 P. C. Feb. | Jan.| Feb. | Feb. | Jan.] Feb. | Feb. | Jan.
936 5 1936| 1935| 1936| 1936/ 1935 1936

Kilowatt-hours Generated x (Net)—
By tuel 5,515,500,000| 4,700,752,000 g . Lron and steel ‘9] 72,00 70,01 1001 108 1071 0B ) Ba.L
By water power. 3,104,345,000| 3,024,139,000) X Transportation Gaiivmant. .08, . : ! - 2 3] 783
Total Kilowsatt-hours generated 8,619,845,000| 7,724,891,000 . Automobiles.... U0 AAB SIS BB LT A 87 41007

Addttions to Supply— . . . . . ! g
Energy Purchased from other sources 151,816,000| 141,109,000 . 0| 54. 8| 53.5| 52.9| 49. 4| 411
Net international imports 73,420,000 79,264,000 z i : : ; ; : 2 550
Total... 225,236,000 220,373,000 ;s brl - . . . . : . ;gg})

Deductions from Supply— . . J . 5 s s 9i780:0
Energy used I electricrallway departments_| 57,241,000 61,227,000 ] ; ; ; : 4| o1 0|r79.1
Energy used in electric & other departments| 123,730,000 121,524,000 f : . 1 ; ! : 71873

4| 41.7
Total. 180,971,000| _ 182,751,000 Papange proguats 7] 00,01 877 Bhy b2y B g

Total energy for dlst:rlbutlon 8,664,110,000| 7,762,513,000 C'hemlcsls&P petrolgeum prods.|108.3|r109.8]108 6 109. 1 7109.7[109. 5| 97.9

Energy lost in tr 1,385,831,000| 1,293,782,000 o Chrmias oo oo,

Kilowati-hours soldcm ultlmnu(akco;t;umers.- 7,278,279,000| 6,468,731,000 Detroleum refining 9|r109.5/108.6(109.1/110.0|100.9| 97.2| 97.5
Sales to Ultimate Consumers (kwh.)— 2

Domestic service 1,466,499,000| 1,316,743,000 B. Petroleum refining .1{r110.8/108.7|108.7|r108.7 3 .5/799.5]

Goﬂmmﬁa{; sm;“ Tight ,mg limﬁr " (retall) - %,é‘%;?‘ggg 1.245/351.000 Rubber products | 82.3(783.4|784.8| 81.9|782.0{784. .1|770.2

rge light and power (wholesale) ,9566,771, 3,135,330,000 !

Munieipal street lighting -| “'234.266,000| "'222.089.000 784.91782.1| 83.31783.0781.4 72.3 72.2
a Indexes of factory employment and payrolls with

Rail:llmadlsl;dsmt and interurban 446,101,000 431.003.033
ectr) steam 100,413,000 7,009,0f compiled by Bureau of Labor Statistics. Index of factory employmeut adJust-ed
M 1 and miscellaneous.. .. 61,448,000 51,200,000 for sfssonal variation compiled by F. R. ?omd of Governors. Underlygxg figures
are for roll period ending n middle of month. i 936 figures are
Total sales to ultimate consumers 7,278,279,000| 6,468,731,000 prellmimgfyy subjg:t od mvislllgn.eaMt e of January 1 g
‘Total revenue from ultimate consumers....| $179,140,500| $170,101,000 7 Revised,
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Life Insurance Sales in United States During February
Down 149, from February 1935

The report for February sales of ordinary life insurance
in the United States, recently made public by the Life In-
surance Sales Research Bureau, of Hartford, Conn., shows
a percentage decrease when comparison is made with the
same period a year ago. This is due to 'the fact that an
unusually large amount of business was placed a year ago,
in anticipation of general increases in premium rates, said
an announcement issued March 20 by the Bureau, which
continued :

According to the Bureau’s figures, which are based on reports received
from companies having more than 909 of the ordinary life insurance in
force in the country, February 1936 sales were 86% of those for the
same month last year. For the first two months of the year a decrease
of 20% from the same two months in 1935 was indicated. Sales for the
12 months ending Feb. 29 1936 were down 7% from the year ending
Feb. 28 1935.

The Bureau survey is given on a State-by-State basis and shows that
experience in only nine States was better. in February than last year.
These are Maine, New Hampshire, Mississippi, Oklahoma, Idaho, Wyoming,
New Mexico, Arizona and Oregon.

PG S

Distribution of Merchandise in Canada Stimulated by
Warmer Weather, According to Bank of Montreal

In its summary of conditions in Canada, issued March 23,
the Bank of Montreal states that the “advent of warmer
weather has given a stimulus to the distribution of merchan-

- dise, and with better marketing opportunities rural purchas-
ing has increased, being now better than a year ago. Evi-
dences of increasing business vitality,” the bank said, “are
a growing volume of foreign trade, improved industrial con-
ditions as reflected in the statements of leading corporations,
and a moderate revival of interest in securities for invest-
ment purposes.”” The bank continued, in part:

The newsprint industry produced 221,569 tons in the month of February,
an increase of 41,264 toms, or 22.9%, over the corresponding month of
1935, while in the first two months of the year production rose from
382,264 to 449,524 tons, an increase of 17.6%. Other developments sug-
gest a better outlook for this industry, though formidable difficulties are
still to be overcome. . . . The problems of unemployment relief con-
tinue to be a perplexing factor in the general economic situation, but the
employment index in February, after correction for seasonal influences,
was. higher than in any month of last year .and higher than in any like
period since the spring of 1931. . . .

In the manufacturing field many firms are trying to adjust their opera-
tions to the new conditions created for them by the fresh trade arrange-
ments with the United States and Japan. Among the textile manufacturers
nervousness about the effects of Japanese competition persists and their

pprehensions were vigorously voiced at the opening of the government
inquiry into the textile industries. %

The export movement of wheat is being well maintained, and in recent
wecks the export clearances of wheat have been running substantially above
the figures for the parallel weeks in 1935. From Aug. 1 up to March 6
the total export clearances of wheat amounted to 120,726,045 bushels as
compared with 91,698,167 bushels in the parallel period of 1935. . . .

—_—

Summary of Business Conditions in United States by

Board of Governors of Federal Reserve System—
Little Change During February Shown in Indus-
trial Production and Employment ‘

In its summary of general business and financial con-
ditions in the United States, based upon statistics for
February and the first three weeks of March, the Board of
Governors of the Federal Reserve System states that the
*volume of industrial production and employment showed
little change in February, and the index of production,
which makes allowance for seasonal changes, declined from
98 to 959 of the 1923-1925 average. Distribution of eom-
modities continued at about the January level.”” The
following is from the Board’s summary, issued March 26:

Production and Employment

Daily average output in basic industries was in about the same volume
in February as in January. Since usually there is an increase in manu-
facturing activity at ttis season, the Board's seasonally adjusted index of
factory output showed a decline. Output at mines increased. There was a
substantial further decrease in automobile production in February, and the
rate of operations at steel mills increased by less than the usual seasonal
amount. In the first half of March production of steel expanded seasonally
and output of automobiles showed a more than seasonal increase. There
was little change in the volume of lumber cut in February, although an
increase usually occurs in that month. At woolen mills production increased
by about the seasonal amount, while activity at cotton textile mills, which

. is usually larger in February than in January, decreased, and at silk mills
there was a larger than seasonal decline. Output at meat packing establish-
ments also declined. There was a substantial increase in the mining of both
anthracite and bituminous coal, while output of crude petroleum declined
somewhat. )

Factory employment increased by less than the usual seasonal amount
between the middle of January and the middle of February. There was
little change in the number of workers at steel mills and a decrease in the
number employed at automobile factories, although increases are usual
in these industries in February. Employment declined at silk and rayon
textile mills and showed a smaller than seasonal increase at shoe factories.
Increases in employment were reported for railroad repair shops. for printing
and publishing establishments, and for factories producing wearing apparel.
Factory payrolls, which are usually larger in the middle of February than a
month earlier, showed no change.

The value of construction contracts awarded, as reported by the F. W.
Dodge Corp., declined further in February. Awards for residential con-
struction showed little change, and there was a decrease in the value of
awards for all other contracts, a large part of which are for public projects.

Distribution

Department store sales showed little change from. January to February
and, after allowance for seasonal variation, were at about the same level

- -hardwoods reported orders
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as that prevailing last summer and autumn. Freight-car loadings increased
by a small seasonal amount in February. Loadings of coal were considerably
larger than in January, while shipments of miscellaneous freight declined,
and the Board's seasonally adjusted index of total loadings remained at the
January figure of 70% of the 1923-1925 average as compraed with 71%
in December and an average of 63% for 1935.

Commodity Prices
The general level of wholesale commodity prices declined somewhat
during the latter part of February and the first half of March, following a
six-imonth period of little change. Therecent downward movement reflected
declines in prices of farm products and foods.

. Bank Credit

Excess reserves of member banks decreased by $650.000,000 during
the four weeks ending March 18 and on that date amounted to $2,400,000,-
000. This decrease reflected chiefly a transfer of funds to Treasury deposits
at the Reserve banks in connection with receipt of income taxes and of
cash payments for newly-issued government securities.

Loans and investments of reporting member banks in leading cities
increased rapidly in March and on the 18th of the month were $525,000,000
higher than four weeks earlier. Of this increase $190,000,000 represented a
growth in holdings of direct and guaranteed obligations of the United
States government and $80,000,000 an increase in other investments.
Security loans poth to brokers and dealers and to others increased, and
there was a substantial growth in so-called ‘‘other loans,” which include
loans for commercial purposes.

Adjusted demand deposits of reporting member banks declined by $340,~
000,000 during the four weeks ending March 18. Balances held for domestic
banks increased at the turn of the month as banks in the interior sold govern-
ment securities in New York in anticipation of maturities. During the week
ending March 18 balances declined, partly as the result of banks through-
out the country purchasing in the New York market government securities
issued on March 16.

B —

Reported New Business at Lumber Mills Heavier Than
| Year Ago

The lumber industry during the week ended March 14 1936
stood at 60% of the 1929 weekly @verage of production and
65% of 1929 shipments. Reported new business was heavier
than in any previous week of 1936 or 1935, except two weeks
last April. Production and shipments were largest since
last fall. Shipments were 99, above those (revised) of the
preceding week; new business was 109 above, and pro-
duction about the same, according to reports to the National
Lumber Manufacturers Association from regional associa-
tions covering the operations of important hardwood and
softwood mills. Reported new business during the week
ended March 14 was 15% above output; shipments were
8% above production. During the preceding week shipments
were 0.29% below production and orders were 5% above
output. All items in the current week were shown by
reporting softwood mills in excess of similar week of 1935,
both production and shipments at these mills being 32%
above last year's week; new business, 379 above. In the
vear to date, new orders at reporting softwood mills are 209
above similar period of last year; production is 85% above;
shipments, 23% above. The Association further reported :

During the week ended March 14 1936, 565 mills produced 208,874,000
feet ; shipped 226,281,000 feet; booked orders of 240,994,000 feet. Revised
figures for the preceding week were: Mills, 587; production, 208,277,000
feet ; shipments, 207,957,000 feet ; orders; 219,539,000 feet.

All regions but California redwood,” Northern hemlock and Northern
above production -during the week ended
March 14. All but these reported shipments above output. All softwood
regions but Northern pine reported orders above corresponding week of
1935; all but Northern pine and Northern hemlock reported shipments
above last year’s week, and all reported production above.

Identical softwood mills reported unfilled orders on March 14 the equiva-
lent of 84 days’ average production and. stocks of 132 days’ compared
with 25 days’ and 130 days’ a year ago.

Report on forest products car loadings for the week ended March 14
is delayed.

Lumber orders reported for the week ended March 14 1936 by 501
softwood mills totaled 232,631,000 feet, or 16% above the production of
the same mills. Shipments as reported for the same week were 217,327,000
feet, or 8% above production. Production was 200,759,000 fect.

Reports from 82 hardwood mills give new business as 8,313,000 feet,
or 2% above production. Shipments as reported for the same week were
8,954,000 feet, or 10% above production. . Production was 8,115,000 feet.

Unfilled Orders and Stocks

Reports from 494 softwood mills on March 14 1936 give unfilled orders
of 894,759,000 feet and gross stocks of 3,469,881,000 feet. The 466 identical
softwood mills report unfilled orders as 886,068,000 feet on March 14 1936,
or the equivalent of 34 days’ average production, compared with 3,402,-
061,000 feet, or the equivalent of 25 days’ average production on similar
date a year ago. |

Identical Mill Reports

Last week’s production of 469 identical softwood mills was 196,586,000
feet, and a ycar ago it was 148,803,000 feet; shipments were, respectively,
212,796,000 feet and 161,015,000 feet; and orders received, 227,896,000
feet and 165,984,000 feet.

—_—

960,000 Bags of Coffee Reported Tendered to Brazilian
National Coffee Department for Destruction

The Brazilian National Coffee Department had been
tendered 950,000 bags of coffee to March 21, or roughly 25%
of the 4,000,000 of low-grade surplus coffees they have ar-
ranged to purchase and destroy, the New York Cofree and
Sugar Exchange was informed by cable March 24. Under
that date the Exchange also said:

On Feb. 20, the National Coffee Department published lists covering the
classification of retained coffees and invited interested parties to state
inside of 30 days whether or not they are prepared to sell at the prices
announced for the various grades on March 18. Payments were to be made
in 90 days. The Exchange has not been informed whether this time limit
has been extended or what steps are being taken to acquire the balance of

pitized for FRASER
p:/[fraser.stlouisfed.org/




2070 Financial

the 4,000,000 bags. The cable. said, in addition, that 550,000 bags of the
total amount tendered had not yet been classified (graded).

JESLEESE G S I

Petroleum and Its Products—April Market Demand for
Crude Estimated 119, Above 1936—Texas Raises
Allowable to 1-147,461 Barrels—Drilling Area Ex-
panded in Oklahoma City—Ickes Holds Conally
Act “Permanent”—Daily Average Crude Output
Spurts

An increase of 119% in estimated market demand for crude
oil during April was recommended by the United States

Bureau of Mines during the week. The level for the coming

month was suggested at 2,797,000 barrels, an increase of

58,400 barrels over March and 270,000 barrels over the like

1935 month when the Federal allowable was in existence.

The disptaches from Whashington reporting the recom-
mended allowable pointed out that the increased quota for

April suggested by the Bureau of Mines was to meet sea-

sonal gain in gasoline demand, which continues to advance

_ into new high levels. Crude oil exports for April were esti-

mated to reach about 3,900,000 barrels, the same as in the
current month.

The Texas Railroad Commission ordered an increase of
37,000 barrels in the April allowable over March, lifting the
daily quota to 1,147,461 barrels. East Texas production
was set at 444,000 barrels daily, on the basis of 2.85%, of
one hour’s potential production in that area. Current pro-
duction of “hot oil” in the East Texas is reported to have
sagged to around 25,000 barrels, off 2,000 barrels from
recent levels.

Two increases in the allowable in the Texas side of the
Rodessa field were ordered by the Texas Railroad Commission
as two additional wells were completed during the week.
The third well was brought in and the allowable was lifted

" 400 barrels daily to 1,200 barrels. Immediately after came

news of another producer, and the Commission lifted the
allowable another 400 barrels to 1,600 barrels daily for the
four producing wells in that area.

Extension of the oil-well drilling areas in Oklahoma City,
opposed by Governor Marland, was approved by a majority
in a special election held Tuesday. ~Locations for 38 new
wells in the area north of the Capital already have been
planned, and estimates from producers indicated that there
will be 100 new wells in this area within & short time.

Three new portions of the east side of the eity, including a
large tract directly north of the capital, were opened up by
the vote.. Four wells in the northeast section are building up
a daily potential of around 80,000 barrels, and operators
believe that extension of the drilling activities will restore the

. Wileox zone to its former position as major producing area

in Oklahoma. :

Governor Marland, who opposed the extension of the drill-
ing area on the ground that the new wells would drain oil
from State wells, indicated that he might use National
Guardsmen to proteet the State lands from lateral drainage.

The Oklahoma Corporation Commission held its monthly
market demand hearing during the week, and listened to the
recommendations of Oklahoma oil operators and the Conser-
vation Staff, headed by Umpire Armstrong, recommend an
increase of 18,700 barrels in the April allowable over March
to bring the State’s quota into line with the recommendations
of the Bureau of Mines at 525,000 barrels daily.

The operators, in asking for higher allowables, pointed to
the vote opening up new areas. Drilling zones have been
enlarged by a square mile of produective territory and pros-
pects for 100 more oil wells inside of three months were cited
as clinching arguments for a higher allowable for the Wilcox
Zone.

An increase of 5,000 barrels will be allocated to the Okla~
homa City Wilcox zone, it was indicated. TFitts Upper
Simpson will be lifted 4,000 barrels. Seminole won an

. inerease of 2,000 barrels, Edmond, 1,500 barrels and South

Burbank and Lucien 1,000 barrels each. Several pools won

minor gains. s

February daily average crude oil production in California
dipped to 587,428 barrels from 680,097 in the previous month,
a special report by the American Petroleum Institute in-
dicated. Total stocks held by the major marketing units in
the State—with the exception of sales and service station
holdings were 136,527,474 barrels of all produets, an increase
of 1,456,466 over January. ‘The report disclosed that there

.were 43 wells completed, with initial daily output of 13,561

barrels, against 71 wells, and initial daily, production of

34,687 barrels in the first month of the year.

Collapse of the crude oil price structure was forecast as
a certain result of any running of “hot oil”’ by Secretary of
the Interior Ickes in Washington on Tuesday. It is im-
possible, however, to run “hot oil’”’ in inter-state traffic now,
he added, because the effective enforcement of the Conally
Act. Mr. Ickes stated that the Conally Aet was.a per-
manent act, and will be enforced until it is amended or
repealed. g

All major oil-producing States, with the exception of

California, reported higher production of erude oil for the

week ended March 21 to lift the daily average for the nation

27,6000 barrels to 2,835,950 barrels, according to the Ameri-

can Petroleum Institute survey. This compared with the

March recommendation of 2,738,900 barrels of the Bureau

of Mines, and actual production in the like 1935 week of

2,600,100 barrels. Oklahoma output was up 11,150 barrels,

" March 28 1936
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Texas up 7,850, Louisiana up 8,800 barrels, while California
registered a decline of 700 barrels.
Tllglere were no crude oil price changes posted during the
week. :
Prices of Typical Crudes per Barrel at Wells

Bradford, Pa..ceeecececnmcnmanu $2.45 | Eldorado, Ark., 40

Lima (Ohlo Ofi Co.). --~ 1.25| Rusk,, Tex., 40 and over..

Corning, P8.veccccaancacancanen 1.42| Darst Creek :

JIMNOIS. ccncccccncnsancvanscmson 1.23 | Midland District, Mich...

Western K y 1.23 | Sunburst, Mont

Mid'Cont., Okla., 40 and above.... 1.18{ Huntington, Calif., 30 and over o
Winkler, Tex .85 | Kettleman Hills, 390 and OVer......
8mackover, Ark., 24 and over.... 75-.80 | Petrolla, Canada..ceecaceacansan 1.10

(All gravities where A. P. I, degrees are not shown)

REFINED PRODUCTS—APRIL GASOLINE DEMAND SEEN 6%
ABOVE 1935 MONTH—BUREAU OF MINES PUTS MARKET
ESTIMATE AT 38,680,000 BARRELS—FLOOD DAMAGES
STORAGE FACILITIES—NEUTRAL OILS REDUCED—GASO-
LINE STOCKS INCREASE

An increase of 6% in estimated market demand in the
domestie field for motor fuel during April was forecasc by the
Bureau of Mines, which set the indicated level for next month
at 38,680,000 barrels, or a daily average of 1,289,000 barrels.
It was pointed out that inasmuch as April demand last year
was abnormally high, actual estimated demand this year is
around 9% above last year’s “average.”” The Bureau stated
that configential reports from gasoline exporters indicated a
i\i/}{e]yhtotal of 2,800,000 barrels, the same as forecast for

arch.

A checkup on flood damages in the flooded areas during the
week as the waters receded disclosed that bulk storage plants
suffered most of the damage inflicted upon properties of the
Colonial-Beacon Oil Co., Standard Oil Co. of New Jersey,
%q:iu(léiard Oil Co. of Pennsylvania and the Socony-Vacuum

il Co. :

In the New England area hit by the floods, Hartford
suffered the worst- damage. Tanks were torn from their
stands at the bulk storage plants there, and the warehouses
were flooded. Steel oil drums were lost and motor vehicle
equipment suffered damages.  Smaller bulk plants at
Haverhill, Springfield, Utica and Syracuse were submerged.
Large storage plants and warehouses were flooded at Wilkes-
Barre and Pittsburgh, foundations suffering from the rush of
the flood.

- Seasonal reductions in kerosene and heating oil prices fea~
tured developments in|the local market. Standard Oil Co.
of New Jersey on Friday posied reductions of 3-8 cents a
gallon in tank-car prices of keresene at Bayonne, N. J., and
14 cent at Baltimore, Philadelphia, Wilmington, Charles-
town, S. C., and Norfolk. Socony-Vacuum posted a similar
cut at New York and Philadelphia. The new schedules list
New York at 474 cents a gallon, with other points at 514
cents.

Standard Oil Co. of New Jersey also lowered prices of Nos.
2 and 4 heating oils and light industrial oils by 14 cent a gal-
lon at New York, Baltimore, Norfolk and Charlestown. The
company cut No. 4, however, only 1% cent a gallon at Balti-
more. Pennsylvania neutral oils were cut 14 cent a gallon to
20 cents for 200 viscosity, and 16 cents for 150 viscosity.
Other refined prices held unchanged in the local market. A
reduction of 2 cents a gallon in retail gasoline prices at Phila~
delphia was posted on Friday. Standard Oil Co. of Cali-
fornia increased domestic grade fuel oil 10 cents a barrel to
$1.17 & barrel and tank wagon prices to $1.22 at San Fran-
cisco. Portland was raised to $1.50, and Seattle to $1.4714.

Stocks of finished gasoline held at refineries and bulk
terminals during the week ended March 21 showed a modest
gain, reflecting the curtailed consumption in the flooded
areas. The American Petroleum Institute report placed the
total at 65,800,000 barrels, up 503,000 barrels over the:
grevi(l)us week. Stocks of unfinished gasoline dipped 68,000

arrels.

Representative price changes follow:

March 25—A reduction of }4 cent a gallon was posted in Pennsylvania

neutral oils to 20 cents a gallon for 200 viscosity, and 16 cents for 150
viscosity.

March 27—Retail gasoline prices were cut 2 cents a gallon in the Phila~
delphia marketing area by major companies.

March 27—Standard 0Oil Co. of New Jersey cut tank-car kerosene prices
34 cents a gallon at Bayonne, N. J, and 3 cent at ports along the Atlantic
Seaboard. Socony-Vacuum posted a similar cut. Standard of New Jersey
also cut Nos. 2 and 4 heating oil and light industrial oils }{ cent a gallon at
New York, Baltimore, Norfolk and Charlestown., Baltimore prices were
lowered 4 cent for these grades.

March 27—S8tandard Oil Co. of California advanced domestic fuel oil
prices 10 cents a barrel to $1.17, and also lifted tank wagon prices to $1.22
in San Francisco. Portland and Seattle were lifted to $1.50 and $1.47%4,
respectively.

) Gasoline, Service Station Tax Included
z New York.....- $.192 Minneapolls...... $.184
Z Brooklyn.eeaa.. » New Orleans ..... 23
Newark.... & Philadelphideceuna .17
Pittsburgh. . .cuaa 195
San Francisco -... .135
St. Louls JA77

Cleveland....

Kerosene, 41-43 Water White, Tank Car, F.O.B. Refinery
New York INorth Texas.$.0314-.03}¢
(Bayonne) ..eea- $.04%6 | Los Ang 1 s.. .0434-.05
Fuel Oil, F.0.B. Refinery or Terminal
N. Y. (Bayonne) Callfornia 27 plus D New Orleans C...... $.90
Bunker C .0 I $1,15-1.25| Phila., bunker C.... 1.05
Diesel 28-30 D.... 1.65 '

Gas Oll, F.0.B. Refinery or Terminal

3%-.04
416-.043¢

N. Y. (Bayonne)

....... $.0234-.0256
27 plus....$.04

] Chicago, l Tulsa,
=04% 1 32-36 GO..$.02}4-.02%
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U. S. Gasoline (Above 65 Octane), Tank Car Lots, F.0.B, Refinery

Standard Ol N. J..$.07}4 | New York— Chicago.....$.06
Socony-Vacuum... 0734 | Colonial Beacon..$.07%4 | New Orleans. ,06 6
1de Water Ol Co.. .07}{| Texas.... == .07% |Los Ang., ex. .0534-.04%
Richfield Oll (Calif.) .0734| Gulf._. .07% | Gulf porits 06 -.063%
Warner-Quinland Co .07% | - Republic Ofl - 06 =06}
Shell East smuauw= +07

z Not including 2% city sales tax.
_————

Daily Average Crude Oil Production Gains 27,600
Barrels During Latest Week

The American Petroleum Institute estimates that the daily
average gross crude oil production for the week ended Mareh
21 1936 was 2,835,950 barrels. This was a gain of 27,600
barrels from the output of the previous week. The current
week’s figure was also above the 2,738,900 barrels cal-
culated by the United States Department of the Interior to
be the total-of the restrictions imposed by the various oil
producing States during March. Daily average production
for the four weeks ended March 21 1936 is estimated at
2,794,400 barrels. The daily average output for the week
ended March 23 1935 totaled 2,600,100 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 March 21 totaled 810,000 barrels.
a daily average of 115,714 barrels, compared with a daily average of 141,000
barrels for the week ended March 14 and 131,821 barrels daily for the four
weeks ended March 21.

Receipts of California oil at Atlantic and Gulf Coast ports for the week
ended March 21 totaled 312,000 barrels, a daily average of 44,571 barrels,
compared with a daily average of 27,857 barrels for the week ended March 14
and 23,464 barrels daily for the four weeks ended March 21.

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 the industry as a whole ran to stills, on a Bureau of Mines
basis, 2,815,000 barrels of crude o1l daily during the week, and that all
companies had in storage at refineries, bulk terminals, in transit and in
pipe lines as of the end of the week, 73,157,000 barrels of finished and
unfinished gasoline and 95,378,000 barrels of gas and fuel oil.

Cracked gasoline production by companies owning 95.9%, of the potential
charging capacity of all cracking units indicates that the industry as a whole,
on a Bureau of Mires basis, produced an average of 555,000 barrels daily
during the week.

DAILY AVERAGE CRUDE OIL PRODUCTION
(Figures in Barrels)

B.ofrM.
Dept, of
Int. Cal-
culations
(March)

508,300/
142,000

Actual Production
Week Ended—

Mar. 21 | Mar. 14
1936 1936

525,900( 514,750
151,000| 141,150

59,150

‘OKklahOMB.ccecnccncanns

503,350
145,700

62,400

514,550
153,050

65,050
57,600
25,750
152,900
52,401
446,100
72,250 60,250
225,050 181,950

1,100,550| 1,042,000

73,300
229,050

1,113,950

73,350
227,750
1,106,100

1,104,000,
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7,500,000 net tons. Because of delayed communications
from nearly all sections of the country, the estimate is based
on incomplete returns from the carriers. A total of 8,702,000
net tons was produced in the preceding week and 8,829,000
tons in the week ended March 16 1935.

Anthracite production in Pennsylvania during the week
ended March 14 is estimated at 740,000 net tons. This is
a decrease of 110,000 tons, or 12.99%, from the output in
the preceding week, and compares with 704,000 tons in
the corresponding week of 1935.

During the coal year to March 14 1936 a total of 355,632,~
000 tons of bituminous coal and 59,979,000 net tons of
Pennsylvania anthracite were produced. This compares
with 346,047,000 tons of soft coal and 50,682,000 tons of -
hard coal produced in the same period of 1935, The
Bureau’s statement follows:

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

Week Ended

Mar..7
1936 d

Coal Year to Date

Mar. 14 Mar. 16
1936 ¢ 1935 1935-36 1934-35 l 1929-30

Bitum. coal a:
Tot. for per'd|7,500,000|8,702,000|8,829,000|355,632,000/346,047,000|502,475,000
Dally aver..|1,250,000/1,450,000|1,472,000) 1,214,000/ 1,180,000, 1,707,000

Pa. anthra. b:
‘Tot. for per'd| 740,000 850,000 704,000( 59,979,000( 50,682,000| 70,859,000
123,300| 141,700| 117,300 175,500 174,500 243,900

Daily aver..
Beehive coke:

26,0001 29,000 24,200 1,003,400 834,900

Daily aver.. 4,333 4,833 4,033 3,367 2,802

Tot,. for per'd
a Includes lignite, coal made into coke, local gales, and colliery fuel. b Includes
Sullivan County, washery and dredge coal, local sales, colliery fuel, and coal shipped
by truck from authorized operations. = ¢ Subject to revision. c Revised. i :
ESTIMATED WEEEKLY PRODUCTION OF COAL BY STATES (IN
THOUSANDS OF NET TONS)
(The current weekly estimates are based on railroad carloadings and river ship-

ments, and are subject to revision on receipt of monthly tonnage reports from
district and State sources or of final annual returns from the operators.)

5,646,900
18,949

Week Ended

Mar. 7|Feb. 29\Mar. 9yMar.10
1936 p | 1936 p | 1935 r | 1934 ¢

2 1 3|
250 229 180
136 37 36
180

1
1,326
445

65,050
136,500

201,650

29,700
98,600

36.850
35,800
13,400

4,250
60,850

57,150
135,600

192,750

61,300 23,050
135,060 95,050

196,350, 118,100

29,700 30,800
105,050
35,800
34,900
13,000
4,100
59,250

151,400

31,900
105,100
44,300
34,800
12,400

3,700
64,200

Wy
Montana.....
Colorado...

New MexlC0caumnaaaaain

4,150
61,950

Wi

‘West Virginia—Southern.a.....
Northern.b.ccvcvccn.

Wyoming

Other Western States..

Total bituminous coal_
Pennsylvania anthracite. . 1,690| 1,388| 1,217( 1,176 ,040

Grand total 9,5521 11,560/ 10,111 9,572] 11,623| 12,804

a Includes operations on the N. & W., C. & O., Virginian, K. & M., B. C. & G.,
and on the B. & O. in Kanawha, Mason, and Clay counties. b Rest of State,
including the Panhandle District and Grant, Mineral, and Tucker counties. ¢ In-

8,702| 9,970| 8,723 8,355 10,764
850 2

Total east of California.
California... 538,800 565,900| 566,600 566,650, 501,600

‘Total United States....! 2,738,001 2,835,950/ 2,808,850! 2,794,400/ 2,600,100
Note—The tigures indicated above do not include any estimate of any oil which
might have been surreptitiously produced.
CRUDE RUNS TO STILLS AND STOCKS OF FINISHED AND UNFINISHED
GASOLINE AND GAS AND FUEL OIL, WEEK END:D MARCH 21 1936
(Figures in thousands of barrels of 42 gallons each)

2,200,100 2,270,050| 2,241,750| 2,227,750| 2,098,500

Stocks of Finished and
Unfinished Gasoline

Fintshed Unfin'd
P.C. in
Oper-| At Re-| Terms,|Nap'tha

age | ated | finertes| &ec. | Distil,
East Coast.. 612100.0, 4711 77.0 10,224| 1,091
Appalachian. 146| 94.8| 94| 64, 935 292
376, 2,759
263 A 2,230
90, . 1 94/
607 4 275
121 325
J 43| 59. 71
Rocky Mtn. ; : 41 s, 693
California.... i 512 2,096 70,60.

Reported ... 2,618 19,009 93,745
Estd.unrep'd 197 259 0| 1,633

xEst.tot.U.8,
Mar.21 '36
Mar.14 '36) 3,869

U.S.B.of M. |
Mar, 1035 2,472 ¥40,2201y20,185! y5,885ly99,380
x Bureau of Mines basis currently estimated. y Asof March 31 1935,
———
Production of Coal Continues Decline During Latest
Week
The United States Bureau of Mines, in its weekly coal
report, stated that the total production of soft coal during
.the week ended March 14 is estimated at approximately

Datily Refining Crude Runs
Capacity to Stills

Reporting
Total |P. C.

Datly
Aver-

43,846
2,686

2,815
2,816

46,532

19,268
46,269

19,028

95,378
95,862

cludes Arizona, California, Idaho, Nevada, and Oregon. p Preliminary. r Re-
vised. s Alaska, Georgia, North Carolina, and South Dakota included in “Other
Western States.”” * Less than 1,000 tons. .

—_—
Exports of Tin During February Under International
Tin Agreement Below January :

The five countries participating in the International Tin
Agreement exported 10,200 tons of tin during February as
compared with 11,634 tons in January, it is shown in a
communique issued March 20 by the International Tin Com-
mittee. The February exports are below the monthly quota
permissible of 13,445 tons. The communique of March 20,
issued by the New York office of the International Tin
Research and Development Council, follows :

The monthly statistics as to exports are as follows:

Monthly
Ezport
Permissible
from
Jan. 1 1936
2,725
817
3,487
5,395

Ezports
January

Ezports
February

2,076
699
1,694

4,754
977

Production and Shipments of Portland Cement During
February Higher than Like Month a Year Ago

The monthly cement report of the United States Bureau of
Mines stated that the Portland cement industry in February
1936, produced 3,454,000 barrels, shipped 3,156,000 barrels
from the mills, and had in stock at the end of the month
22,985,000 barrels. Production and shipments of Portland
cement in February 1936, showed increases of 13.1 and 6.9%,
respectively, as compared with February 1935. Portland
cement stocks at mills were 5.0 % higher than a year ago.

In the following statement of relation of production to
capacity the total output of finished cement is compared with
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the estimated capacity of 162 plants at the close of February
1935 and of 161 plants at the close of February 1936.

RATIO OF PRODUCTION TO CAPACITY

Financial

November
1935

December
1935

February
1935 | 1936

‘The month 14.99 16.4% 16.1% 25.6% 32.2%
The 12 months ended...! 28.49, 29.2% 29.0% 28.6% 28.1%

PRODUCTION, SHIPMENTS, AND STOCKS OF FINISHED PORTLAND
CEMENT, BY DISTRICTS, IN FEBRUARY 1935 AND 1936 (IN
THOUSANDS OF BARRELS)

January
1936

Stocks at End
of Month

1936

District

g{l;lo. ‘Western Pa. and W. Va_..

8]
‘Wis., Ill., Ind. and Ky.
Va., Tenn,, Ala., Ga., Fla. & La.
East. Mo., Iowa, Minn. & 8. Dak.
‘W.Mo., Neb., Kan., Okla. & Ark
‘Texas
Colo.,

Mont., Utah, Wyo. & Ida.
0 1,396
Oregon 520

Total. ildieteatubiad SenSade 3,053 2,951! 3,156! 21,8991 22,985
PRODUCTION, SHIPMENTS, AND STOCKS OF FINISHED PORTLAND

CEMENT, BY MONTHS, IN 1935 AND 1936 (IN THOUSANDS OF
BARRELS)

Production Shipments Stocks at End of
Month

1935 1935

21,785

1936
222,686

1936

3,630
3,454

1936
3,889

76,471
Note—The statistics here given are compiled from reports for February,
by the Bureau of Mines, from all manufacturing plants except one.
a Revised

————

Increase Noted in World Tin Consumption During
January Over Year Ago—Production Also Gained

According to the March issue of the “Bulletin” of the
Ivternational Tin Research and Development Council, pub-
lished by the Hague Statistical Office, world consumption
of tin in January 1936 was 13,029 tons, compared with 9,769
tons in the previous January, and with a monthly average
of 11,797 tons during 1935. World production in January
last was 13,552 tons against 10,040 tons in January 1935.
The following is also from an announcement issued March 23
by the New York office of the Council :

Comparing the 12-month period ended January 1936 with the previous 12
months, consumption of, tin in the United States of America increased by
20,203 tons, or 45.1%;, to 64,951 tons. Other notable increases are recorded
—for Russia, 29.9%; Italy, 39.3%; India, 16.9% ; Canada, 13.5%;
Sweden, 18.9% ; Spain, 12.69% ; Holland, 22.3%, and Switzerland, 17.5%.
Decreages are shown for France, 11.5%, and Belgium, 4.5%.

Comparative Statistics

The following table gives consumption statistics for the principal coun-
tries in tons of 2,240 pounds:

-
Year Ended|Year Ended
January January
1936 1935

64,951 44,748
21,607 21,023

9,272
5,943
4,230
23,973

'118,896
400

Percentage
Increase or
Decrease

France
Union of Soviet Socialist Republics.

Apparent world consumptloxi
‘World consumption in manufacture(approx.)
Change in consumers’ stocks (approximate) -

Consuming Industries in United States

The American tinplate industry used 29,900 tons of tin in 1935, com-
pared with 24,450 tons in .1934. Bearing metals used 3,540 tons against
3,350 tons, and solder, 11,480 tons against 8,620 tons. In other uses
there was a decline from 17,400 tons in 1934 to 16,630 tons in 1935.

The United States Bureau of the Census reports the production of
babbitt metal in 1935 at 22,963,751 pounds compared with 21,389,527
pounds in 1934, and 20,069,376 pounds in 1933. '

World Stocks of Tin 2
World visible stocks of tin increased by 383 tons during February 1936

to 16,435 tons. These stocks are equivalent to 119 of the current annual
rate of consumption.

A comparison of the statistics of actual and apparent consumption indi-
cates that consumers’ stocks continue to show an increasing tendency. In
the year ended January 1936 these stocks increased by about 4,300 tons,
whereas in the previous year they had been depleted by 11,500 tons.

—_——
January World Lead Output Below Preceding Month

The following table, which was recently released by the
American Bureau of Metal Statistics, gives in short tons,
lead production of the world allocated so far as possible to
country of origin of the ore: ‘

March 28 1936

Jan.1936 Dec.1935 Jan.1936 Dec.1935
34,08 37,958 18,527 19,770
14,068  14,527|B 6,764 1754

21,183 : 3,307

20,647 €000

12,125 15,028 6,900 5,400
e3,736 802
4,43

; 8,452 et

16,600 16,800 139,306 152,445

- a From domestic material enly. b Includes Belglum, Great Britain, Poland,
France, Austria, Czechoslovakia, and Yugoslavia; partly estimated.
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c Includes
Australian lead refined in Great Britain. d Includes Argentina, Peru, Japan, and
the product of foreign ore smelted in.the United Statespartly estimated. e Partly
estimated.

—_————————

Quiet Trade in Copper, Lead, and Zinc During Last
Week—Fair Inquiry for Tin

“Metal and Mineral Markets’’ in its issue of March 26
states quiet prevailed in nearly all divisions of the market for
non-ferrous metals during the last week. Producers of copper,
lead, and zine appear to be comfortably situated and regard
the outlook as sufficiently encouraging to maintain prices on
a firm basis. Tin was in fair demand. Shipment of metals
to consumers have been holding up well and are expected to
inerease as the spring movement gets under way. Unsettle-
ment in foreign quotations attracted some attention on
Mareh 25 and made buyers a little extra cautious. The
moderate downward trend of the London market was brought
about chiefly by the tense political situation on the Contin-
ent. The flood news here was hardly a market factor, for no
extensive damage to plants was reported by either producers
or consumers of non-ferrous metals. The publication further
continued:

Copper Unchanged Here

Buying in the domestic market might best be described as routine in
character, with sufficient business passing daily to give the market a firm
tone on the basis of 9.25¢., Valley. Sales for the week, including inter-
company business, amounted to about 8,650 tons, or very close to the rate
of recent weeks. 3

Leading fabricators announced during the week that base prices for water
service tubing were advanced from one-half to one cent per pound. No
special importance was attached to this move because it was generally un-
derstood that producers have been anxious to make cost adjustments on
these items. K

The foreign market reflected apprehension over the political situation now
developing in Europe. Italy’s action of placing industry under a morestrict
control was a new development tending to create uncertainty. The price
structure eased somewhat during the week.

During January of the current year Germany imported 12,678 metric tons
of copper, against 13,263 metric tons in January, 1935.

Call for Lead Slackens

After five weeks of above-average buying of lead, the market experienced
a quiet spell. Sales for the week dropped to less than 1,500 tons. This in-
activity made no impression on sellers, most of whom are well sold up and
counting on additional business in volume as soon as the books are opened
for May delivery lead early next week. A good part of last week’s business
consisted of lead for prompt shipment.

Quotations held at 4.60c., New York, the contract settling basis of the
American Smelting & Refining Co., and at 4.45¢., 8t. Louis. The undertone
was firm. ; :

Both production and apparent consumption of refined lead suffered dur-
ing February in comparison with preceding months. The statistics issued
during the last week showed that stocks increased moderately, which devel-
opment had mno influence on the market. Producers contend that severe
weather conditions restricted operations in all branches of the lead industry
to a greater extent than other metals.

Domestic shipments of refined lead during the first two months of this
year totaled 67,676 short tons, against 66,218 tons in the same period last
year, and 59,689 tons in the Jan.-Feb. period of 1934.

Zinc Buying Slow ’

Though new business in zinc. was inactive in the last week, producers
seemed fairly optimistic over the situation, pointing to the good rate of de-
liveries as proof that consumption is holding at a satisfactory level. The
shipments of Prime Western zinc to consumers during the last week totaled
4,400 tons. Business booked in Prime Western amounted to a little more
than 1,000 tons, all at the 4.90c. level St. Louis, near-by positions. The
zinc concentrate market in Joplin was unchanged.

Tin Prices Easier

Compared with a week ago, the spot market for Straits tin declined about
three-quarters of a cent. REarlier in the period under review the demana
was fair, though most of the inquiry was for May-June-July. Yesterday,
however, the market was a quiet affair. Spot Straits settled at 47.50c.,
with June available at 46.25c. The flood in the Pittsburgh area caused
some interruption in tin-plate operations. The rate of activity fell to about
60% of capacity, which compares with the recent high of 75%. Rumors of
difficulties abroad in connection with the renewal of the control plan were
unot taken seriously here. Operators in tin expect that certain producing
countries will make a strong fight for higher quotas, but; in the end, some
sort of an agreement will be reached. The present plan’does not expire
before the end of 1936. :

Tin production of the world on ore basis during February amounted to
12,868 long tons, according to the American Bureau of Metal Statistics.
This compares with 14,374 tons in January, and 7,797 tons in February last
year. The daily rate of production for February of this year was 444 tons,
which compares with 464 tons in January. .

Chinese tin, 999, was quoted nominally as follows: March 19th, 47,250c.;
20th, 47,125¢.; 21st, 47.125¢.; 23d, 47.125c¢.; 24th, 47.000c.; 25th, 46.750c.

e e

Rehabilitation of Flooded Steel Plants
Forward Rapidly

The March 26 issue of “Iron Age” said that operations in
steel plants damaged by last week’s disastrous floods have
been resumed with phenomenal speed. Blast furnace
activity was hampered only slightly and then largely be-
cause of interrupted transportation services. A few open-
hearth plants in the seriously-affected Pittsburgh, Wheeling
and Johnstown districts were flooded, but only in isolated
instances will output be curtailed for longer than a few

is Going

:days. The “Age” further said:
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Production of steel ingots last week was forced down to 54% of capacity,
a seven-point decline from scheduled output of 61%, but more than half
this loss will be regained this week when operations will average 58% of
capacity. This is one point higher than the rate a fortnight ago,.and it
is now indicated that production next week will ‘top the high output
prior to the floods. ;

Steel production at Pittsburgh this week is at 429% compared with a
scheduled rate last week of 46% and a performance of better than 28%.
After three days of 80% operations last week, Wheeling district output
fell to 58%, and is now only one point higher.. Philadelphia district
production has been reduced two points to 40% by the closing of a small
' open-hearth plant.

Ingot schedules are higher in the Chicago, Cleveland and Valley districts,
but not because of the diversion of tonnage from the. flooded territory.
Generally speaking, only minor transferring of orders to unaffected mills
has been reported, as finishing units in the Cleveland, Buffalo and Valley
territories are being pressed to complete first quarter contracts which they
already had. In some instances, mills in the flooded areas will be forced
to delay shipment of some of the tonnage on their books until the first
week of April or later.

When the effects of the floods can be more clearly determined, the
extent of the financial loss to steel companies can be more accurately esti-
mated. At present all efforts are being concentrated on the resumption
of normal service to consumers. This has already been accomplished to a
large extent, as practically all mills were able to continue shipments by
the time transportation facilities were again restored to normal.

Demand for many forms of steel this week is being handled out of ware-
houses and shipments from mills will again be under way long before
warehouse stocks reach an uncomfortably low point. However, the require-
ments of the construction industry are increasing  rapidly and flood
rehabilitation throughout the East and Middle West will unquestionably
call for large tonnages of structural steel, piling, reinforcing bars and pipe.

Awards of comstruction steel thus far in the year have amounted to
478,947 tons, compared with only 832,971 tons .in the corresponding 1935
period. It is significant also that private projects. have accounted for a
much larger percentage of this total than was the case last year. Fabri-
cated structural steel lettings this week amount to 15,150 tons, compared
with 81,750 tons in the previous week. New projects of 12,200 tons are
lower than the preceding period’s 19,525 tons.

The Panhandle Eastern Pipe Line Co. has placed 44,000 tons of 22-inch
seamless pipe with the National Tube Co. This is the largest pipe tonnage
reported in five years, and will be required for a 235-mile line| from
Zionsville, Ind., to Detroit. Japanese interests have purchased 25,000
tons of sheet bars for the production of tin plate in that country.

Recently announced second quarter prices, with quantity differentials
applying on bars, sheets and strip steel, have not yet been given an
adequate test. Consumers are showing little interest in their forward
requirements and are much more concerned with rounding out their present
stocks at shaded prices which prevailed until recently. However, little or
no business is now being taken on these terms.

An important result of the quantity differential system will be a policy
of consumers to concentrate their business with one or two mills, This
tendency is already apparent, and steel sellers are concentrating their
sales effort on quality and service in order to secure the larger orders
which will enable consumers to take advantage of maximum quantity
deductions.

Sellers of iron ore, in quoting on the Ford Motor Co. inquiry for 490,000.

tons, have indicated that last year’s prices will be reaffirmed. The ““Iron
Age” composite prices of pig iron and scrap are unchanged at $18.84 and
$14.75 a gross ton, respectively, while the finished steel price index is
holding at 2.084c. a pound.

THE “IRON AGE" COMPOSITE PRICES
Finished Steel

Mar. 24 1936, 2.084c¢. a Lb. Based on steel bars, beams, tank plates,
One week ago 084c.{ wire, rails, black pipe, sheets and hot
One month 820 .u e e ccceccvmcnnn 2.109¢.| rolled strips. These products make
ODe year 880 . cccuccccamonannns! 2.124c.| 85% of the United States output.

High
~eee=2.130c. 7
2.130¢. 1
2.199¢. 24
1932...-.-......-. ................. 2.0156. Oct. 3

Low
2.084c.
2.124c.
2.008¢.
1.867c.

4
13
. 7

11
4

3 Pig Iron
Mar. 24 1936, $18.84 a Gross Ton  (Based on average of basic iron at Valley
One week ago 84{ furnace and foundry frons at Chicago
Philadelphia, - Buffalo, Valley and
Birmingham .

19.71

Steel Scrap
Mar. 24 1936, $14.75 a Gross Ton Based 1 heavy melting steel,
One week ago.... $14.75¢ aq 1 at Pittsburgh, Philadelphia
One month 8g0. «ccauau- 14.75| and Chicago. ’
One year 8g0..comencecacacnen -- 10.75 o

1936 $14 755 Feb, 25
1935 Dec. 10
Mar, 13
Aug. 8
Jan. 12
Jan. 6
Feb. 18
Jan, 29
50 Deo. 31
Jan. 11
The American Iron and Steel Institute on March
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 53.7%
of the capacity for the current week, compared with 60.09%
last week, 52.9% one month ago, and 46.1%. one year ago.
This represents a decrease of 6.3 points, or 10.5%, from the
estimate for the week of March 16. Weekly indicated rates
of steel operations since Feb. 25 1935 follow :

Low
$13.33

Chronicle

28.....61.9%

65.2e--60.9%|Feb. o

J 11.....52.6%|Feb. 24.....52.9%
6%|AUB. bewanndtVP 18.....53.7 2-.-.-53.597’

43.1%|Aug, 12.....48.1% Lasad 5.8 %

--48.8%

May

May Sept. 2....

May 27.....42.3%|Sept. 9.. Dec. 23....-49.8%

June 8.....39.6%'Sept. 16 Deo. 30...--46.7%

“Steel” of Cleveland, in its summary of the iron and steel
markets, on. March 23 stated: ;

Early resumption of steel production is expected in the Pittsburgh and
adjacent - districts—where one-third of thg country’s steel capacity - is
located—and where floods last week caused;a general suspension, reducing
the national average for steelworks operation 7% points to 50%.

Steelmakers believe that barring further unfavorable developments, nearly
normal operating conditions will be attained at the majority of plants this
week. Many mills shut down mainly as a precautionary measure, while at
others where floods were the highest, considerable equipment was removed
in time to avert damage.

Relatively little steel tonnage for shipment from mills in the flood areas
was diverted to production facilities at other centers. - This, however,
could readily be done in an emergency by increasing operations at Chicago,
Buffalo and other plants. In eastern Pennsylvania only one steel mill was
affected by floods.

Inquiries from users in outside territory depending on Pittsburgh for
deliveries brought the response from producers that their steel would be
delivered - early this week: :

This temporary interruption came just as steelworks operations as a
whole were reaching up toward 60%, highest since June 1934. Pittsburgh
was on its way up from 439 to near 50%.

Pittsburgh averaged only 18%. Wheeling was down 23 points to 55;
eastern Pennsylvania, 1 to 38. Chicago advanced 1% to 63% ; Youngstown,
3 to 74; Cleveland, 4 to 79; Buffalo, 5 to 47; New England, 5 to 56,
and others unchanged.

As sheet and strip mills were rushing to complete deliveries by March 31
on the quotations issued before the recent adoption “of quantity differ-
entials, there were indications that the time would be extended.

The open price plan has engendered a feeling of confidence ~among
‘consumers, but few contracts have been closed for second quarter. =~ Some
sheet producers estimate that the differentials will result in an average
advance of $2 a ton for them from the recent low, whereas steel bar mills
figure their average will be less, by as much as $1 a ton. Steelmakers
now are issuing a new card covering prices and differentials for sheet
piling, and on accessories for the first time.

A generally strong situation prevails in the market for iron and steel,
led by commitments from the automobile industry, whose output last week
again advanced, 5,000 units to 95,000. &

Rail and accessory releases on recent orders are heavier. Chesapeake &
Ohio is distributing 5,000 tons of accessories, and plans to repair 1,700
steel hopper cars this year, requiring about 7,000 tons of steel. Norfolk &
Western took bids last week on 11,000 tons of steel for building rolling
stock in its shops. The Edward G. Budd Cfg. Co., Philadelphia, has placed
more than 500 tons of stainless steel for 80 streamlined cars, more than
half of which are understood to be for Santa Fe. Great Northern has
awarded 500 ore cars, Nickel Plate will inquire this week for 825
freight cars.

A Jarge tonnage of steel will be required for repairing bridges and
highways in the flood zones. Structural steel awards last week amounted
to 12,197 tons, compared with 27,762 tons in the preceding week. Columbia,
Gas & Electric Co.’s award of 44,000 tons of seamless pipe for a line from
Zionsville, Ind., to Detroit, to National Tube Co., is the largest pipe

. line job since 1930.

Pig iron stocks at foundries are steadily declining; shipments from blast
furnaces so far this month are 85% heavier than in the comparable February
period.  Substantial orders have been booked for second quarter at prices
$1 a ton above first quarter. A sharp increase in demand for scrap has
had a stimulating effect on this market in the East.

“Steel’s” iron and steel price composite advanced le. to $33.05; the
finished steel index svas unchanged at $52, while that for scrap re-
mained $14.46. .

Steel ingot production for the week ended March 23 is
placed at about 50%9% of capacity, according to the “Wall
Street Journal” of March 25. This compares with 589 in
the previous week and 569, two weeks ago. The decrease
is due entirely to flood conditions.

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:

Industry | U. 3. Steel

—134

Government-Owned Corporation Formed in Philippines
to Control Transactions in Rice and Corn

Formation of a government-owned rice and corn corpora-
tion to control buying and selling of these grains in the
Philippine Islands was ordered March 16 by President
Manuel Quezon, it was stated in Associated Press advices,
Mareh 16, from Manila. The advices appearing in the
New York ‘“Herald Tribune’’ of March 17, continued:

The new organization will be a subsidiary of the National Development
Co. and will be capitalized at $2,000,000. :

Its purpose will be to stabilize prices aad prevent shortages such as now
threaten starvation in some island provinces. The situation in some
sections became critical after typhoons destroyed crops for two successive
seasons.
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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 March 25, as reported
by the Federal Reserve banks, was $2,504,000,000, an in-
crease of $26,000,000 compared with the preceding week and
of $46,000,000 compared with the corresponding week in
1935. After noting these facts, the Board of Governors
of the Federal Reserve System proceeds as follows:

On March 25 total Reserve bank credit amounted to $2.485,000,000,
unchanged from a week ago. Increases of $80,000.000 in Treasury cash
and deposits with Federal Reserve banks and $12,000,000 in non-member
deposits and other Federal Reserve accounts were offset by an increase
of $4,000,000 in monetary gold stock and decreases of $85,000,000 in
member bank reserve balances and $4,000,000 in money in circulation.
Member bank reserve balances on March 25 were estimated to be approxi-
mately $2,310,000,000 in excess of legal requirements.

Relatively small changes were reported in holdings of discounted and
purchased bills, industrial advances and United States Government se-
curities.

The statement in full for the week ended March 25, in
comparison with the preceding week and with the correspond-
ing date last year, will be found on pages 2106 and 2107.

Changes in the amount of Reserve bank credit outstanding
and in related items during the week and the year ended
March 25 1936, were as follows:

Increase (+) gr Decrease (—)
nce

Mar, 235 1936 Mar. 1$8 1936  Mar, 27 1935

6,000,000 —2,000,000,

- 5,000,000

U. 8. Government, securities 2,430,000,000
Industrial advances (not including

$25,000,000 commitm'ts—Mar. 25) 31,000,000

Other Reserve bank credit. 14,000,000

‘Total Reserve bank credit........ 2,485,000,000
Monetary gold stock.... 10,177,000,000
Treasury & National bank currency..2,502,000,000 1,000,000

Money in eirculation. - cevcccaean. 5,837,000,000 —4,000,000
Member bank reserve balances 5,059,000,000 —85,000,000
‘Treasury cash and deposits with Fed-

eral Reserve banks._ ... 3,667,000,000 --80,000,000
Non-member deposits and other Fed-

eral Reserve accounts. 601,000,000 12,000,000

Bills di d -

+-10,000,000
26,000,000
33,000,000
4,000,000 +1,614,000,000
— —33,000,000

-+-401,000,000
+774,000,000

+-332,000,000
107,000,000

+-1,000,000,

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 cur-
rent week, issued in advance of full statements of the member
banks, which latter will not be available until the coming
Monday. ;

ASSETS AND LIABILITIES OF WEEKLY REPORTING MEMBER BANKS
IN CENTRAL RESERVE CITIES :
(In Millions of Doliars) :
g New York City- ~————Chica

| rn—
Mar.256 Mar.18 Mar.27 Mar.25 Mar.18 Mar.27
1936 1936 1935 1936 1936 1935
Assets— $ $ $ $ s $
Loans and investments—total.. 8,400 8,410 7,566 1,958 1,599
Loans to brokers and dealers:
In New York City. .. ..... - - 898 946 604 ... 27
Outside New York City 4 64 54 28 3 46
Loans on securities to others
banks) . 769‘ 151 172

Accepts. and com’l paper bought 220 16 36
Loans on real estate. 130 15 lg

48 5
1,164 259
3,230 1,130

276 89
1,071 265

U. 8. Govt. direct obligations. .
Obligations fully guaranteed by

United States government._ ...
Other securities

Reserve with F. R, Bank.. 1,644 428
Cash in vault. - 50 36
Due from domestic banks. . 64 157
Other assets—net, . 611 76

Liabilities—
Demand deposits—adjusted.... 5,063 1,308
‘Time deposits 609 414
United States govt. deposits-... 527 116
Inter-bank deposits:
Domestic banks 1,847 560
Foreign banks 340 149 4

Borriwings i 14 kol e -
Other labilities. 2 326, 287 31 28 46
Capital account 1,462 1,453 222 221

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

As explained above, the statements of the New York ard
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 March 18: ‘

The condition statement of weekly reporting member banks in 101
leading cities on March 18 shows increases for the week of $269,000,000 in

holdings of United States government direct obligations and $272,000,000
in government deposits, and decreases of $535.000,000 in reserve balances
with Federal Reserve banks, $268.000.000 in demand deposits—adjusted
and $321,000,000 in deposit balances standing to the credits of domestic
banks. 8

Loans to brokers and dealers in New York City declined $83,000,000,
loans to brokers and dealers outside New York City declined $2,000,000
and loans on securities to others (except banks) increased $15,000,000 in the
New York district and $21,000,000 at all reporting member banks. Hold-
ings of acceptances and commercial paper bought declined $3,000.000; real
estate loans increased $1,000,000; loans to banks increased $15,000,C00 in
the New York district; and ‘‘other loans’” increased $11,000,000 in the
New York district, $6,000,000 in the Boston district and $25,000,000 at all
reporting member banks. )

Holdings of United States government direct obligations declined $33,-
000,000 in the New York district and $4,000,000 in the Richmond district,
and increased in all other districts, the net increase at all reporting member
banks being $269,000,000. Holdings of obligations fully guaranteed by
the United States government increased $26,000,000 in the New York
district and $13,000,000 at all reporting member banks, and declined
$6,000,000 in the Dallas district. Holdings of *“‘other securities'’ increased
$22,000,000 in the New York district and $43,000,000 at all reporting
member banks.

Demand deposits—adjusted increased $14,000,000 in the San Francisco
district, and declined in all but one of the remaining districts, the net de-
crease at all reporting member banks being $268,000,000. Time deposits
declined $8,000,000. United States government deposits increased in all
districts, the aggregate increase amounting to -$272,000,000. Deposit
balances of other domestic banks declined in all districts, the decrease
amounting to $185,000,000 in the New York district and $321,000.000 at
all reporting member banks.

A summary of the Esrincipa] assets and liabilities of the
reporting member banks, together with the changes for the
week and the year ended March 18 1936 follows:

Increase (+) or Decrease (—)
nee
Mar, 18 1936 Mar. 11 1936  Mar. 20 1935
Assets— $ $
Loans and investments—total. . ..21,625,000,000 --299,000,000 -1,855,000,000

Loans to brokers and dealers:
-—83,000,000
—2,000,000

+21,000,000
—3,000,000
+1,000,000
+15,000,000
425,000,000
269,000,000

+ 13,000,000
+43,000,000

—535,000,000

206,000,000

979,000,000
19,000,000

200,000,000
Loans on securities
(except banks) 2,088,000,000
Accepts. and com'l paper bought. 346,000,000
Loans on real estate........ a==== 1,147,000,000
Loans to banks. .. <
Other loans 3,403,000,000
U. 8. govt. direct obligations 8,857,000,000
Obligations fully guaranteed by
1,257,000,000
3,265,000,000

Other securities.

+970,000,000

+4-511,000,000
243,000,000

703,000,000

—14,000,000 + 58,000,000
—125,000,000 -+309,000,000
—268,000,000' +2,027,000,000
1000, +40,000,000
+272,000,000 —312,000,000
—321,000,000 --793,000,000

—=8,000,000

213,000,000
8,000,000 --5,000,000

62,000,000
Balanogs with domestic banks. ... 2,294,000,000
ities—
Demand deposits—adjusted. 13,773,000,000
Time d i 4,923, ,000
United States govt. deposits - 782,000,000
Inter-bank deposits:
Domestic banks.. ... -- 5,511,000,000
Forelgn banks._ _ . -~ 377,000,000
21,000,000

———————

United States and Great Britain Agree to Retain
Naval Parity—Accord Reached in Correspondence
Between Anthony Eden and Norman H. Davis—
France, Britain and United States Sign New Naval
Treaty—Departure of United States Naval Dele-
gates from England

The United States and Great Britain on March 25 agreed
to retain the principle of parity between their navies. This
announcement was made by publication of a letter addressed
by Norman H. Davis, Chairman of the American Delegation
to the London mnaval conference, to Foreign Minister An-
thony Eden, and of the latter’s reply.: The agreement was
published only a few hours before the signing of a new naval
treaty among the United States, Great Britain, France and
three British dominions. Before that treaty was signed,
Ambassador Dino Grandi of Italy explained that his country
could not join in the pact because of the sanctions applied
against [taly by the League of Nations. He denounced the
Franco-British naval mutual assistance accord in the Medit-
erranean, which he said gave Italians a sense of great peril.

The texts of the letters from Mr. Davis and Mr. Eden,
pledging the retention of the parity principle by the United
States and Great Britain, are given below:

Letter of Mr. Davis
' March 24 1936.
My Dear Foreign Secretary:

On the eve of completion of work of the naval conference and our depar-
ture from London I desire to express on behalf of the entire American dele-
gation our appreciation for the many courtesies extended to us during our
stay here,

I also want to record our appreciation of the patient and untiring efforts
of the United Kingdom delegation and their contribution to the success of
the conference in reaching the various agreements which are incorporated
in the treaty we are about to sign.

There is one thing further I would like to mention, in view of the fact
that the new treaty does not provide for the continuance of quantitative
limitation as established by the Washington and London treaties which are
to expire at the end of this year. ‘Admiral Standley and I have, as you will
recall, -had some discussion with the United Kingdom delegation during
the course of the conference with regard to maintaining the principle of
naval parity as between the fleets of the members of the British Common-
wealth and the United States, which was fixed by those treaties and which
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uow have become a well-established principle acceptable to the peoples as
well as the governments of our respective countries.

As a result of the conversations on this subject it is our understanding
that we are in agreement that there shall be no competitive naval building
as between ourselves and that the principle of parity as between the fleets

. of the members of the British Commonwealth and the United States shall
continue unchanged.
Sincerely yours,
NORMAN DAYVIS.
Reply of Mr. Eden
¢ Foreign Office, March 25 1936.
The Hon. Norman Davis, .
Chairman of the American Delegation: d

The First Lord and I very much appreciate the kind references you make
in your letter to the efforts of the United Kingdom delegation to bring
about a naval agreement. I can assure you that the friendly relations which
prevailed between the United States and the United Kingdom delegations
have been a source of pleasure to all of us and we are greatly indebted to
yourself, Admiral Standley and the other members of your delegation for
your whole-hearted co-operation throughout the difficult period of negotia-.
tions which now lies behind us.

I am glad, furthermore, to be able to confirm the correctness of your
understanding with regard to the maintenance of the principle of parity.
We are in full' agreement that there must be no competitive building between
our two countries and that neither country should question the right of
the other to maintain parity in any category of ships.

I can indeed go further than this and say that in estimating our naval
requirements we have never taken the strength of the United States Navy
into account. ’

: ANTHONY EDEN.

This agreement and the signing of the new naval treaty
were discussed in part as follows in a London dispatch of
March 25 to the New York “Times”:

There is no mention of Anglo-American parity in the text of the mew
naval treaty, but to-day’s exchange of letters, which were made public
promptly after the treaty was signed, had the effect of underlining a docu-
ment that in itself was an Anglo-American agreement more than anything-.
else. It registered the closest accord in history between British and American
naval policies, not only in the new qualitative limits laid down but in pre-
serving the continuity of the treaty system after the Washington and London
treaties expire at the end of this year. For if the United States and
Britain had not been determined to replace the old treaties by something
new and to accept a partially successful treaty instead of none at all, it
is doubtful whether any treaty could have been signed this afternoon.

The signing ceremony took place this afternoon in the red, white and
gold setting of Queen Anne’s drawing room in St. James’s Palace.

Many of the delegates admitted to-night that the new treaty looked more
impressive and gave a greater illusion of strength than the facts justified.
For one thing, there is no quantitative limitation and each country is now
free to build as many ships as it can afford. The fifteen-year holiday on
capital ships ends this year, and France, Italy and Britain are building or
about to build new battleships of 34,000 tons each, larger than any existing
except the British battle cruiser Hood.

The escape clauses, or ‘‘safeguarding clauses,” as they are called in the
treaty, leave plenty of room for any power to slip out of the treaty limita-
tions after notifying the others. The first of these clauses provides that
any ship lost in an accident can be replaced forthwith by a similar vessel,
even though such replacement has not been announced to the other powers
in the yearly exchange of building plans. i

The second provides that the treaty limitations can be suspended if any
signatory goes to war. This is subject to immediate consultation with
the others.

The third prescribes the procedure for lifting treaty restrictions if any
‘‘outside power” builds ships exceeding them.

The fourth provides that the declared building programs can be varied
if any signatory believes his national security is “materially affected by
any change of circumstances” other than those already provided for.

In other words, it will be easy for a signatory power to wriggle out of
the treaty limitations if it lacks the' “good-will”” that Mr. Davis mentioned
in his speech to-day.

Mr. Davis and the other delegates representing the United
States left England on March 26, embarking for the United
States on the steamer Washington at Southampton following
four months spent in London to negotiate the new treaty.
In part a London wireless message to the New York “Times”
Mgll'ch 26 noting the departure of the American delegates
said :

Mr. Davis was well aware that the treaty had glaring faults but was
pleased with what he had been able to accomplish in the face of so many
discouragements. What pleased him most was yesterday’s exchange of
letters pledging the United States and Great Britain to maintain the prin-
ciple of parity in the future, regardless of what other nations might do.

Here in London there is a strange lack of interest in the Anglo-American
agreement on the ground that it did nothing but reaffirm a fourteen-year-old
principle. Officials were careful not to appear enthusiastic about it and
professed that it was of little practical importance.

—_——

French Foreign Minister Continues Efforts to End
Italo-Ethiopian War—Italian Planes Bomb Jiiiga
for 3 Days—Ethiopians Charge Italians With Use
of Deadly Gases :

. Foreign Minister Pierre-Etienne Flandin of France con-

tinued this week his efforts to bring about an end of the Italo-

Ethiopian war and at the same time to suspend League of

Nations sanctions against Italy. M. Flandin told the French

Chamber of Deputies on March 20 that he hoped for an

early termination of hostilities. The Italo-Ethiopian war

was almost ignored this week by other League members,
however, as greatest attention was paid to the problem of

German re-militarization of the Rhineland.

Military operation in Ethiopia appear to have been sus-
pended recently, with the exception of Italian air raids. The
town of Jijiga and surrounding villages were bombed on three
successive days, with several hundred casualties. It was re-
ported in Addis Ababa on March 21 that Italians are using
asphyxiating gases even in civilian areas. The Ethiopian
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Minister at Paris on March 21 sent two notes to the League
of Nations, protesting against alleged Italian atrocities in
Ethiopia, such as gas-bombings, and urging the continued
application of sanctions against Italy. e

A dispatch from Addis Ababa to the New York ‘Times
of March 21 summarized these reports as follows:

The Italians are said to have opened an extensive gas campaign after ex-

perimental efforts in the Takkaze River and Lake Ashangi sectors, taking
the Ethiopian northern armies by complete surprise. Its object is believed
to be protection for extended military communications, necessitated by the
advance of an army corps on Mount Aradam, rather than an attempt to
break the Ethiopian morale in preparation for a fresh advance on Central
Ethiopia. .
- In printed fliers distributed among foreign residents in Addis Ababa to-
day, the organization known as Ethiopian Youth protested the use of *‘this
most inhuman and most barbaric means of extermination of the Ethiopian
nation.”” The leaflets charged that gas was being used not only against
troops but also against the civil population hundreds of miles from the
zones of hostilities. .

It is expected that Ethiopia will lodge a formal protest with the signatories
of the Geneva convention prohibiting the use of war gases.

A reference to the Italo-Ethiopian war appeared in ou
issué of March 21, page 1902.
——ps

40,000,000 Marks Earned by Réichsbank‘ in 19356—
Dividend of 129, Declared

The annual report of the Reichsbank for 1935 was issued
on March 18 (according to United Press advices from Berlin,
that day) showing a net profit of 40,000,000 marks, from
which a 129, dividend was paid, the same amount disbursed
a year ago. It is understood that 8% of the dividend was
distributed to stoeckholders, while the remaining 4% (to

uote a wireless account from Berlin March 21, to the New
ork “Times’’) was withheld and invested in public securities
under the loan stock law. ;

Incident to the declaration of the 8 %, dividend to the stock-
holders of the Reichsbank, Zimmermann & Forshay, Inec:,
New York, announced that they are prepared to cash the
coupons, accompanied by proper affidavids, which it has

available.
—_—

Limitation Placed on Deposit Withdrawals from Banks
in Rhineland

Advices (by The Associated Press) from Strasbourg,
France, March 16 to the New York ‘“Times’’ of March 17,
had the following to say: .

German officials in the Rhineland to-day ordered withdrawals of bank
deposits limited as residents of several towns sought to take out their funds
in fear of war.

The bank at Bergzabern, across the frontier from Wissembourg, limited
At Saarlautern the limit was
30 marks.

Residents of Trier were reported seeking to deposit their money in the
Netherlands or France. i

At Saarbruecken all bank depositors were required to prove their urgent
need for funds before withdrawals were allowed. ]

permaiepllissiihe:

Remittances of Spanish Banknotes After April 17 Re~
quired to be Certified by Spanish Customs—Consul
in New York Explains Decree

The Irving Trust Co., New York, announced on March 21
that it had received the following cablegram from the Banco
Hispano American, in Madrid, Spain, regarding a new decree
affecting Spanish banknotes: .

According to a decree appearing in the Official Gazette of March 17, all
remittances of Spanish banknotes received after April 17 without a certificate
signed by Spanish Custom House authorities will no longer be authorized by
the Exchange Control Committee to be credited in foreign accounts with
banks in our country, and will therefore be held at the remitter’s disposal,
pending further instructions. TUntil April 17, notes received must be ac-
companied by a number list in triplicate, certified and witnessed by the
Spanish Consul, as to sealing of the packages and verifying the numbers.

The Consul should immediately forward a copy of the certification to the
Foreign Exchange Control Board.

On March 24, Antonio de la Cruz Martin, Consul General
of Spain at New York, issued a statement in explanation of
the new decree. Mr. Martin’s statement follows in part:

In accordance with the provisions (of the decree), the exportation of cur-
rency has been reduced to 5,000 pesetas, which should be accompanied by a
certificate issued by the Collector of Customs, to be delivered, together with
the bank notes, to the foreign banks, so that when the bank notes are
received back in Spain they may be credited to ‘‘foreign credits’’ account.
‘Without said document Spanish banks will be unable to receive bank not
thus sent from abroad. 8

—_—————.
Bank of China of Shanghai Seeks Permission to Open
Agency in New York

The Bank of China of Shanghai, which deals in foreign
exchange and foreign bills and drafts, has applied to the New
York State Banking Department for permission to establish
an agency in New York City. Announcement to this effect
was made on March 26 by Thomas E. Huser, New York
counsel for the bank, who said:

The Bank of China is the leading commercial bank in the Republic of
China and will play an increasingly important part in the management of
the new currency system recently created in the republic, and will also act
on behalf of China in the maintenance of exchange stability.

- In order effectively to co-operate with the Chinese government and the
Ministry of Finance in the performance of these functions and to aid in the
expansion of its commercial banking activities, it has become necessary for
the Bank of China to establish offices in the principal financial centers of the
world. The bank already maintains offices in London and Osaka. Japan,
and has recently established another in Singapore Straits Settlements.
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The capital of the Bank of China was increased a year
ago to $40,000,000, Chinese national currency, 509, being
owned by the government and 509, by the public. The in-
stitution has assets of more than $1,300,000,000 and deposits
in excess of $800,000,000, Chinese national currency. It
maintains 201 branches throughout China. The bank is the
successor to the old Imperial Bank of the Manchu dynasty.

e

$6,600,000 of 4159, External Loan Bonds of City of Oslo
(Norway) Expected to Be Offered in New York
Early Next Week ]

The $6,500,000 of 19-year 41%4% sinking fund external lgan
bonds of the City of Oslo, Norway, for which a registration
statement has been filed with the Securities and Exchange
Commission under the Securities Act of 1933, will, it is an-
nounced, be offered to investors early next week, according
to information available in the New York financial district,
March 24. The underwriters for the issue will be Kuhn,
Loeb & Co.; Brown Harriman & Co., Inc., who will manage
the group; Edward B. Smith & Co.; Blyth & Co., Inc., and
White, Weld & Co. The price at which the bonds will be
offered to the public also will be made known the first of
next week.

The filing of the registration statement with the SEC
covering the offering is noted elsewhere in our issue of
to-day.

—————

Bulgaria Increases Interest Service on 79, Settlement
Loan 1926 and 7149, Stabilization Loan 1928—
Covers Period April 1 to Dec. 31 1936

It was made known on March 25 that Speyer & Co. and
J. Henry Schroder Banking Corp., as American fiscal agents
for the Kingdom of Bulgaria 7% settlement loan, 1926, and
Kingdom of Bulgaria 7%9% settlement loan, 1928, have re-
ceived from the League Loans Committee (London), through
. Eliot Wadsworth, the American member, the following an-

nouncement :

Bulgaria will from April 1 to Dec. 31 1936—

(a) Transfer 21%9% of the current interest in foreign exchange (as
against 15% now being transferred), and also

(b) Provide 11% in effective Leva and, as before 67%% in Treasury

" bills.

Further discussions will take place early in December.
Announcements, it is stated, will be made in due course of
the amounts to be paid on the next maturing coupons of
the loans.
————
$91,000 of City of Rotterdam (Holland) External Loan
Sinking Fund 69, Gold Bonds, Due May 1 1964,
Drawn for Redemption
M Holders of City of Rotterdam (Holland) 40-year external

loan sinking fund 6%, gold bonds, due May 1 1964, are being
notified, it was announced March 25, that there have been
drawn by lot for redemption, at 1009, of their principal
amount, $91,000 of these bonds. The bonds will be redeemed
on May 1 1936 at the head office of The National City Bank
of New York. !

PSS~ N R

State]Mortgage Bank of Yugoslavia to Pay April 1

i Coupons on §% Funding Bonds Due 1966—Agree-

w ment Expected Shortly on Secured 7Y% Bonds

Due 1957

The coupons due April 1 1936 on the 5% funding bonds,
due 1956, of the State Mortgage Bank of Jugoslavia will,
it is announced, be paid in full by the New York fiscal
agents, J. & W. Seligman & Co. / y

The State Mortgage Bank has also made known that

within the next two months it hopes to be able to enter
into agreement with the holders of its secured 7% bonds,
due 1957, in circulation outside Jugoslavia, for the payment
of interest coupons dated Oct. 1 1935 to April 1 1937, inclu-
sive. The agreement, it is said, will be substantially similar -
to that recently concluded between the Kingdom of Jugo-
slavia and representatives of the holders of the external
Jugoslay bonds issued in France which provided for the
extension in modified form of the three-year debt adjust-
ment plan in respect to such bonds which expired last
October. An announcement in the matter, issued this week,
also had the following to say:

The bank bad hoped to be able to publish its announcement of such an
agreement with the external holders of the secured 7% bonds before
April 1 1936, but it now appears that it will be impossible to complete
all necessary arrangements until after that date. Further payments on
the 7% bonds will therefore be postponed until further notice, and holders
of the bonds are requested by the bank not to present 'April 1 1936 coupons
for payment to the New York fiscal agents, J. & W. Seligman & Co.

Under the agreement recently concluded between the Kingdom of Jugo-
slavia and the holders of the external Jugoslav-bonds issued in France,
the holders of such bonds will be entitled to receive for each interest
coupon maturing during the two-year period, Oct. 14 1935 through Oct. 13
1937, 15% of the face value in cash and 55% in funding bonds bearing
interest at the rate of 5% and maturing Oct. 14 1957. In addition, an
amount equal to 80% of the aggregate face value of these coupons will
be applied in 22 annual instalments to the purchase for extraordinary
amortization of these bonds (other Jthan funding bonds) in circulation
outside Jugoslavia.

—_————
Funds Deposited for Payment of April 1 Coupons on
State of San Paulo 79, Coffee Realization Loan 1930

Speyer & Co. and J. Henry Schroder Banking Corp.,
United States of America, fiscal agents for the State .of
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San Paulo (Brazil) 7% coffee realization loan, 1930, an-
nounced March 24 that funds have been deposited with them
sufficient to pay in United States currency the face amount
of the April 1 1936 coupons of the dollar bonds of the above
loan upon presentation, on or after that date, at the office
of Speyer & Co. or J. Henry Schroder Trust Co.
—_——

Tenders of Cuban Sugar Stabilization 65149, Gold
Bonds Due Dec. 1 1940 Invited by Chase National
Bank—$328,000 Now Available

The Chase National Bank of the City of New York,
trustee, is inviting tenders for the sale to it on or before
April 1 1936 of the Republic of Cuba sugar stabilization
sinking fund 5%% secured gold bonds due Dec. 1 1940, at
a price not exceeding their principal amount and accrued
interest, in an amount sufficient to exhaust the sum of
$328,000 now held by the fiscal agents, as well as additional
funds, if any, then held by the agents. Tenders will be
received up to April 1 at the offices of the bank, 11 Broad
Street, New York City, or No. 86 Aguiar Street, Havana,
Cuba.

B !
Agreement Reached by El Salvador with Protective
Group for Reduction of Interest on Three Bond
Issues -

After extended negotiations, the Bondholders Protective
Committee for Republic of El Salvador bonds, of which F. J.
Lisman is Chairman, has reached an agreement with the
Government of El Salvador in accordance with which the
three bond issues are to be scaled as to interest and sinking
fund, proportionate to their rank as first, second and third
liens on the custom house receipts, it was announced by the
Committee March 25. The three bond issues are: customs
first lien 8%, sinking fund gold bonds, series A, due July 1
1948; 69, sterling bonds, series B, due July 1 1957, and 79,
sinking fund gold bonds, series C, due July 1 1957.

In its announcement of March 25 the Protective Com-
mittee for the three bond issues said: :

The terms of this agreement have been approved in principle by the
Congress of Salvador.

The agreement is to be put into final form and signed by the Minister of
Finance, Dr. Rodrigo Samayoa, who will come to New York forthwith and
by the Bondholders Committee on behalf of about 95% of the Series *“A’’
8% bonds and about 929, of the Series “C" 7% bonds deposited in New
York, and also by a Representative of the Council of Foreign Bondholders
of London, who have on deposit about 95% of the Series “B'’ bonds, which
are issued in sterling.

Interest on the *“A’' bonds is to be scaled from 89, to 514 % but the bonds
are to have the benefit, for the first four years, of a cumulative sinking fund
of about 14 % per annum and thereafter of about 24 %.

Interest on the “B’’ bonds is to be scaled from 6% to 4%, with a cumu-
lative sinking fund during the first four years, of about 4% per annum and
thereafter of about 0.8%.

Interest on the “C’’ bonds is to be scaled from 7% to 314 % with a cumu-
lative sinking fund during the first four years, of 1-3 of 1% and thereafter
of about 25 of 1%.

The outstanding ‘B’ scrip is to be cancelled without any payment by the
Salvador Government.

The outstanding scrip on the *“C’’ bonds (representing $120 per bond on
the deposited “‘C’’ bonds) is to be retired during the next four years by an-
nual purchase at not exceeding 15% of its par value.

In proposing this settlement the Government of El Salvador states that
in view of the prevailing low prices and the uncertain outlook in the coffee
market and its declining revenues, this agreement represents the maximum
of its capacity to pay. :

—_———
New York Stock Exchange Acts to Require Commission
Orders in Bonds Be Executed on Floor

An amendment to the constitution of the New York Stock
Exchange was adopted by -the Governing Committee on
March 25 which would “empower the Committee on Bonds
to require, under circumstances to be prescribed by that
Committee, that commission orders in listed bonds be sent
to the floor of the Exchange for execution.” The amend-
ment has been sent to the members and Governing Members
of the Exchange for a vote by April 8. ' It is a change in sub-
division Fourth of Section 1 of Article X of the constitution.
As amended, the sub-division reads: )

Fourth—A Committee on Bonds, to consist of not less than five such
members and persons. Such Committee shall have general power to regulate
dealings, whether upon the Exchange or otherwise, in bonds, notes and
other obligations and in certificates of deposit therefor and in connection
therewith may require that transactions in said securities be executed upon
the Exchange. It may adopt rules or regulations with respect thereto and
shall require the observance thereof when adopted. It shall have and
exercise all the powers and duties of the Committee of Arrangements in so
far as the same affect dealings in bonds, notes or other obligations or in
certificates of deposit therefor.

—_——— .
Visit of President Gay of New York Stock Exchange to
Philadelphia

A meeting of the Philadelphia partners and employees of
New York and Philadelphia Stock Exchange firms and non-
member correspondents was held on the floor of the Phila-
delphia Stock Exchange yesterday afternoon (March 27) in
connection with the visit of Charles R. Gay, President of the
New York Stock Exchange. Mr. Gay was accompanied to
Philadelphia by Maurice L. Farrell, Chairman of the Com-
mittee on Public Relations of the Exchange, who spoke
briefly at the afternoon meeting on the work of that com-
mittee; Roger D. Mellick, a member of the Committee on
Odd-Lots and Specialists, who discussed the mechanics of
odd-lot trading; Charles M. Newcombe, a member of the
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Bond Committee, who discussed bond trading, and J. Her-
bert Ware, a specialist on the floor of the Exchange, who ex-
plained the operations of the floor specialists. More than
450 Philadelphia brokers and employees attended the
meeting.

Mr. Gay and his associates were the guests of Howard
Buteher, Jr., President, and the Governors of the Phila-
delphia Stock Exchange at an informal dinner at the Union
League Club last night. Earlier in the day Mr. Gay delivered
an address before the Philadelphia Bond Club.

——d

Trading on National Securities Exchange During
February Above January, SEC Reports

The upward trend in the dollar value of sales and the
stock turnover on all registered exchanges continued in
February, reaching the highest figure in both instances since
the -Securities and Exchange Commission began compiling
figures in October 1934, according to the monthly tabulation
of the Commission, issued yesterday (March 27). An an-
nouncement by the Commission bearing on its monthly
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data, said:

The dollar value of sales in February 1936, on registered exchanges
amounted to $2,898,415,545, an increase of 0.6% over the value of sales in
January and an increase of 251.5% over the value of sales in February 1935.
Stock sales (including rights and warrants) had a value of $2,503,129,081,
an increase of 2.6% over January 1936. Bond sales were valued at $395,~
265,708, a decrease of 10.8%. ;

Total sales of stock in February (including rights and warrants) were
120,963,085 shares, or 1.1% above January's figure. Total par value of
bonds sold was $511,120,575, a decrease of 17.9%.

The two leading New York exchanges accounted for 95.5% of the value

of all sales on 23 registered exchanges, 94.8% of stock sales, and 99.9% of

bond sales.
» The total dollar value of all sales in February on all exempt exchanges
(except the Honolulu Stock Exchange) was $1,184,177, a decrease of 12.3%
from January.

P

Deadline for Foreign Issuers to Register Securities
Extended by SEC to May 15 1936

The Securities and Exchange Commission announced,
March 20, that it had extended from March 31 1936 to
May 15 1936 the time in which foreign governments, politi-
cal subdivisions thereof and certain foreign nationals may
effect registration of security issues under the Securities
Exchange Act of 1934, The announcement continued :

The Commission has been informed that a number of foreign issuers are
presently preparing registration statements for their securities but that such
statements cannot be completed befgre March 31 1936. Due to their distance
from this country and the necessity of using the mails, certain of such
issuers have encountered difficulties in effecting registration of their securi-
ties by that date. |

—_———————

Buffalo, N. Y. Stock Exchange Temporarily Suspends—
Had Received Permission from SEC to Withdraw as
National Securities Exchange

Because of the limited amount of trading, the Buffalo
Stock Exchange (Buffalo, N. Y.) temporarily suspended
operations at the close of business March 25. The suspension
followed an announcement on March 24 by the Securities and
Exchange Commission that it had permitted the Exchange to
withdraw its registration as a national securities exchange
with the privilege of applying before April 1 1937, to have its
registration reinstated upon compliance with certain con-
ditions. The Commission’s announcement said:

This action was taken at the request of the Buffalo Stock Exchange,
which informed the SEC that the volume of trading during the past few
years has been so limited that it does not feel justified in continuing to
maintain an exchange organization.

The conditions under which the Exchange is granted the privilege of
applying for reinstatement of its registration are substantially as follows:

(1) that the Exchange, during the geriod of withdrawal of its registration

shall keep and preserve its assets and funds intact, except that it may dis-
burse out of its funds such amounts as are necessary to pay storage and

maintenance charges;
(2) that the Exc an%e and its members, during the period of withdrawal
xchange membership;

of its registration, shall not sell or transfer any

(3) that trading shall not be resumed in any security presently registered
on the Exchange, unless the issuer of such security has filed with the SEC
and with the Exchange such information, documents and reports as are
required at the time when trading is to be resumed by the provisions of
Section 13 of the act and the rules and regulations prescribed thereunder; and

(4) that the Exchange and its members shall comply with such additional
conditions as the SEC may deem necessary and appropriate in the public
interest and for the protection of investors.

In reporting the suspension of operations by the Buffalo
Stock Exchange, the Buffalo “‘Courier-Express” of March 26
said: ,

It was emphasized by officials of the Exchange that the closing is in no
way to be construed as ‘‘permanent.”’ It was admitted, however, that much
depends on what happens in the future in regard to federal regulation of
securities dealt in over-the-counter markets. '

Albert B. Wright, President, asserted that the exchange has not closed its
doors definitely, but is marking time. He added that the Exchange would
not liquidate and that the surplus, which amounts to about $1,100 per
membership, ‘,”"’“ld be impounded. When the Exchange was organized in
1929, memberships were sold for $10,000 each. This amount has since been
returned to members.

Lewis 8. Castle, Executive Secretary and one of the chief organizers of the
local market, has accepted a position in Detroit where he plans to move
immediately.

Mr. Castle also emphasized that the shutdown of the market was tem-
porary.. He said that if the SEC ‘“‘adopts regulations governing over-the-
counter trade, tending to encourage wider listing of stocks, the Exchange
again may make application for registration."

Needs Brokers' Support

‘While action and further regulation by the SEC is the main factor, the
future of the Exchange hinges greatly on the suppert of Buffalo brokers,
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which at the present. time is obviously not in full accord with officials of
the market. :
It is apparent even among the present members that the market cannot
continue to operate with only a small proportion of the brokers supporting it.
—_——

SEC Extends Time for Filing of Certified Financial
Statements by Issuers Having Registered Securities

The period within which the certified financial statements
of certain issuers which registered securities under the Secur-
ities Exchange Act of 1934 must be filed has been extended to
conform with the requirements of the annual report forms,
the Securities and Exchange Commission announced
March 25. It said:

Under certain conditions an issuer was permitted originally to file fin-
ancial statements without the certification of independent accountants, if
it agreed that registration should expire unless certified.statements were
filed within 90 days after the close of its fiscal year ending on or after Dec. 31
1935. Since those agreements were made, rules regarding annual reports
have been adopted allowing all registrants at least 120 days after the fiscal
year for the filing of financial statements with annual reports.

The present action of the SEC, designated Rule JB9, provides that the
90-day period within which any registrant agreed to file certified statements
is extended to coincide with the period of 120 days or longer which is allowed
the registrant for the filing of financial statements as part of its annual
report.

The following is the text of the new rule:

Rule JB9. In all cases in which an application for registration of
securities pursuant to Sections 12(b), (c), and (d) of the act contains an
agreement that registration pursuant to such application should expire on
the 90th day (or at the end of such longer period as the SEC might by order
prescribe) after the close of the registrant’s fiscal year ending or on after |
Dec. 31 1935, unless prior to such date the registrant should have filed cer-
tified financial statements for such year, the time for filing such certified
financial statements is hereby extended to the date or on prior to which the
registrant is required to file financial statements for such year in a periodic
report under Section 13, as such date is determined by applicable rules or by
the registrant’s application for extension of timre pursuant to such rules.

—_———

FormA-2 Amended by SEC to Permit Its Use by
Consolidated Companies—Instructions for Use of
Form Changed Slightly

The Securities and Exchange Commission has amended

Form A-2, issued under the Securities Act of 1933, to permit
the use of the form by a company created by the consolida-
tion of two or more corporations, if the combined historical
records of the registrant and its principal predecessors satisfy
the requirement for the use of the form. Heretofore the
record of the registrant since the consolidation supplied the
test. In an announcement issued March 25 the SEC said:

The amendment requires that information regarding the predecessors

as well as the registrant be given under several items of the form. Fin-
ancial statements of the predecessor companies are required to be filed where
necessary to secure financial information comparable to that filed for a
registrant on Form A-2 when no consolidation had occurred.

The SEC also announced that it has adopted several minor
amendments to the instruction book for ¥Form A-2, clarifying
the instructions as to material contracts and patents, and
amplifying the provisions permitting a registrant in certain
cases to omit the names of foreign sub sidiaries:

[

SEC Amends Form E-1 in Relation to Offerings by
Companies in Exchange for Securities of . Another '
Issuer

An amendment has been made by the Securities and Ex-
change Commission to its Form E-1 to provide that a com-
pany filing on that form to register under the Securities Act
of 1933 securities to be offered in exchange for securities of
another issuer may be governed by the requirements of
Form A-2 regarding the form of financial statements and the
filing of schedules, if the company might use Form A-2 for a
cash offering of its securities. The SEC further announced
on March 24:

A similar standard applies in determining whether or not the financial
statements of the company whose securities are being acquired may be
presented in the manner prescribed by Form A-2.

The amendment also permits a registrant in these circumstances to file
balance sheets as of a date within six moths rather than 90 days, where the
instructions as to Form A-2 would afford six montus if the statement were
being filed on that form.

—_—
Questionnaire Submitted by SEC to Sponsors of
Investment Plans with Instalment Payment, En-
dowment, Thrift, or Insurance Provisions

In furtherance of its study of investment trusts and in-
vestment companies which Congress directed it to make, the
Securities and Exchange Commission published, on
March 20, a questionnaire to be sent to the. sponsors of in-
vestment plans with periodic, instalment or partial payment,
endowment, thrift, or insurance provisions. The Commis-
sion recently sent a questionnaire to incorporated and unin-
corporated fixed and semi-fixed investment trusts; this
previous questionnaire was referred to in our issue of
Feb, 29, page 1375.  As to the questionnaire promulgated
March 20, the Commission said: !

Replies to this questionnaire are required on or before May 1 1936. The
questionnaire covers substantially the period from Jan. 1 1927 to Dec. 31
1935, or from the date of organization if the plan was created subsequent
to Jan, 1 1927,

The questionnaire requires information relating to the history and
development of these plans; their organization and financial structure;

" the issuance, sale and distribution of certificates, and the indentures and
agreements relating to such certificates. Information is also required -as
to the financial structure, the nature, scope and extent of the activity of
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the sponsors of these plans, and the relationship of the sponsors to the
trustees. The questionnaire covers the insurance provisions and loan pro-
vigions of these plans; the components of the cost of such certificates to
the public; the deductions and charges with respect to certificates, and
the defaults and withdrawals by certificate holders. In addition, annual
statements of trust assets and liabilities and trust receipts and dispositions
and supporting schedules covering the past nine years are requested.

In connection with the formulation of this questionnaire the Commission
conferred with committees composed of representatives of various plans and
with independent accountants. j

——————
SEC Postpones Effectiveness of Section 13 of Public
Utility Holding Company Act from April 1 to May 1

The Securities and Exchange Commission announced on
March 24 that its rules regarding service, sales, and construc-
tion contracts under Section 13 of the Public Utility Holding
Company Act, to be promulgated shortly, will include an
exemption applicable to all companies from all provisonis
of Section 13 through April 30. The SEC stated:

Section 13 prohibits the performance of service, sales, and construction
contracts by registered holding companies for public utility companies or
mutual service companies in the same holding company system, and pro-
vides that service, sales, and construction contracts between subsidiary
companies must be performed at cost subject to rules of the SEC.

In the absence of an exemption, Section 13 would apply to
transactions effected after April 1. The effect of the Com-
mission’s action will be to postpone the effectiveness of the
section until May 1. The text of the Utility Holaing Com-
pany Act was given in our issue of Aug. 31 1935, pages 1331-

1344,
—_—————

Registration Statement Filed with SEC by Flintkote
Co. Covering 330,614 Shares of No Par Value
Common Stock—Does Not Constitute New Financ-
ing

The Flintkote Co. has registered securities under the
Securities Act of 1933 (on registration statement No. 2-2004,
Form A-2, filed March 19) in accordance with a previously
announced plan of the Royal Dutch interests to divest them-
selves of control in the company, the Securities and Ex-
change Commission announced March 20 (in Release No.
706). ‘According to the prospectus, the Commission said,
the registration does not constitute new financing by the
company, which will receive no proceeds from the trans-
action. The Commission continued : .

The plan contemplates the conversion of 830,614 shares of no par value
class B common stock (having by its terms as a class the right to elect a
majority of the Board of Directors) held by the Shell Union 0il Corp.
and the N. V. de Bataafsche Petroleum Maatschappij into a similar number
of class A- shares, in accordance with the provisions of the class B stock.
All the outstanding class A stock, which would then amount to 668,046
shares, would then be designated as no par value common stock. The
330,614 shares of no par value common stock then held by Shell Union and
Bataafsche would then be sold to a group of 32 underwriters in accordance
with the terms of a contract specified in the registration statement, at $45
a share, less any dividends in excess of 25c¢. a share paid between Jan. 2
1936 and the delivery date. These 330,614 shares of no par value common
stock are being registered under the Securities Act as this time.

The underwriters and the amounts which they have underwritten under
each agreement are as follows:

No. of Shares Underwritten
Under Under

Shell
Agreement

Bataafsche
Name and Address— Agreement
Lehman Brothers, New York, N. Y.._.......
Hallgarten & Co., New York, N. Y.

Chas. D. Barney & Co., New York, N, Y.
Ladenburg, Thalmann & Co., New York, N. Y..
Shields & Co., New York, N, Y.

‘White, Weld & Co., New York, N, Y.

Atlas Corp., Jersey City, N. J.

Dominick & Dominick, New York, N. Y.

Balfour, Boardman & Co., Ltd., London, England.
Cassatt & Co., Inc., New York, N. Y.

Hemphill, Noyes & Co., New York, N. Y.

The Lehman Corp., New York, N. Y

Laurence M. Marks & Co., New York, N. Y__
The Reybarn Co., Inc., Jersey City, N. J.

Speyer & Co., New York, N. Y.

A. C. Allyn & Co., Inc., New York

Bacon, Whipple & Co., Chicago, Ill..

Robert Benson & Co., Ltd., London,

Birge, Wood & Trubee, Buffalo, N. Y.

Halle & Stieglitz, New York, N. Y..

The Parker Corp., Boston, Mass....

Loew & Co., New York, N. Y.

M. & T. Securities Corp., Buffalo, N. Y.

National Bond & Share Corp., Jersey City, N. J.

Niagara Share Corp., Buffalo, N. Y.

Randolph Eecurities Corp., Chicago, Ill_.

L. F. Rothschild & Co., New York, N. Y.

I. M. fimon & Co., St. Louis, Mo

Toerge & Schiffer, New York, N. Y.

Wertheim & Co., New York, N. Y 2,757

The registration statement shows that the proposed maximum offering
price is $55 a share, although final determination of this price has not
yet been made.

e mmm—

Central Maine Power Co. Files Registration Statement
with SEC for $9,000,000 of First and General
Mortgage 4% Bonds :

A registration statement (Ne. 2-2001, Form A-2) was filed
on March 19 by the Central Maine Power Co., of Augusta,
Me., under the Securities Act of 1933 covering $9,000,000 of
first and general mortgage bonds, series H, 4%, due Feb. 1
1966, it was announced by the Securities and Exchange Com-
mission on March 19 (in Release No. 705). The Commission
said: :

According to the registration statement the net proceeds from the sale of
the bonds, together with other funds of the company, are to be applied
to the redemption, on June 1 1936, of outstanding first and general
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mortgage gold bonds, series E, 4%%, due 1957, at 1021%% and accrued
interest.

The bonds are redeemable, as a whole or in part, at the option of com-
pany after 80 days’ notice at the following prices plus accrued interest:

If redeemed on or before Feb. 1 1939, 10834%:
thereafter and including Feb. 1 1942, 1074 %;
thereafter and including Feb. 1 1945, 10614 %:
thereafter and including Feb. 1 1948, 10534 %:
thereafter and including Feb. 1 1951, 10434 %:
thereafter and including Feb. 1 1954, 10334 %;:
thereafter and including Feb. 1 1957, 1023 %;
thereafter and including Feb. 1 1959, 10114 %;
thereafter and including Feb. 1.1961, 100%4%:
and thereafter without premium, }

The price to the public, the names of the underwriters, and the under-
writing discounts or commissions are to be furnished by amendment to the
registration statement.

Walter S. Wyman, of Augusta, is President of the company.

Smirmmamsifmsarog e

" Filing by]Pacific Telephone & Telegraph Co. of Regis-

tration Statement with SEC Covering $30,000,000
of Refunding Mortgage 314 % Bonds

Filing of a registration statement (No. 2-2020, Form A-2)
on March 26 by the Pacific Telephone & Telegraph Co.
of San Franeisco, Calif., under the Securities Act of 1933
covering $30,000,000 of refunding mortgage 314 % bonds,
series B, due April 1 1966, was announced by the Securities
and Exchange Commission on Mareh 26 (in Release No.
715). Continuing, the Commission stated: ¥

According to the registration statement, the net proceeds from the sale
of the bonds are to be applied as follows:
™ $23,890,000 to the redemption on May 1 1936 of the company's out«
standing refunding mortgage 30-year 5% gold bonds, series A, at 10734 %
and accrued interest.

$4,984,000 as a loan to the Southern California Telephone Co., a sub-
sidiary, to be applied to the redemption on May 1, 1936, of that company’s
DPresently outstanding $6,011,000 of first and refunding mortgage 6%
sinking fund 30-year gold bonds at 105% and accrued interest.

Approximately $ toward the payment at maturity (May 15
1936) of presently outstanding $2,999,900 of first mortgage 5% sinking
i\md 30-year gold bonds of the Home Telephone & Telegraph Co. of Spo-

ane.

Additional funds required for the redemption >f the above bonds are to
be made available, it is stated, from current cash assets of the company
and of the Southern California Telephone Co., and from the dx of
temporary borrowings by the Pacific Telephone & Telegraph Co. from its
parent, the American Telephone & .Telegraph Co. Funds in addition to
current cash and the loan of $4,984,000 referred to above re(gllred by the
Southern California Telephone Co: to redeem its bonds, will be loaned by
the Pacific Telephone & Telegraph Co.

The series B bonds are redeemable as a whole or in part at the option
of the company on any interest payment date after 60 days’ notice at the
following prices plus accrued interest:

If redeemed on or before April 1 1941, 106%;
Thereafter and including April 1. 105%:;
Thereafter and including April 1 19 :
Thereafter and including April 1
Thereafter and including April 1

and thereafter, 100%.

The price to the public, the names of the principal underwriters, and
the underwriting discounts or commissions are to be supplied by amend~
ment to the registration statement.

N. R. Powley of San Francisco is President of the company.

——————e

City of Oslo,YNorway, Files Under Securities Act—
 Registration Statement Covers $6,600,000 of 4149,
External Loan Bonds

The Securities and Exchange Commission announced
March 23 (in Release No. 709) that the City of Oslo (Nor-
way) that day filed a registration statement (No. 2-2013)
under the Securities Act of 1933 covering $6,500,000 of 19-
year 419, sinking fund external loan bonds maturing
April 1 1955. The Commission stated:

According to the registration statement the net proceeds from the sale
of the bonds will be applied to refunding of $6,080,000 of 80-year 6%
sinking fund gold bonds, due May 1 1955, to be redeemed on Nov. 1 1936,
at 100%. The remainder of proceeds will be applied to the payment of
interest on the bonds being registered during the period from April 1 1986
to the date of redemption of the bonds to be refunded. ;

The principal underwriters and the amounts to be underwritten by each
are as follows: P i
Kuhn, Loeb & Co $1,625,000| Blyth & Co., InC-v.vuwuan..-$1,137,000

488,000

Brown, Harriman & Co., Inc.. 1,625,000 White, Weld & CO-nnwcu- o2
Edward B. Smith & Co. 1,625,000

The price to the public and the underwriting discounts or commissions
are to be furnished by amendment to the registration statement.

That the bonds are expected to be offered early next week
is noted elsewhere in to-day’s issue of the “Chronicle.”

———e

Filing of Registration Statement with SEC by Consoli-
dated Gas Co. of New York for $35,000,000 of 314 %,
Debentures and $35,000,000 of 3159 Debentures

Announcement was made by the Securities and Exchange
Commission on March 21 of the filing the previous day of a
registration statement (No. 2-2007, Form A-2) by the Con-
solidated Gas Co. of New York under the Securities Act of
1933 covering $35,000,000 of 10-year 314 % debentures, due
April 1 1946, and $35,000,000 of 20-year 31%% debentures,
dug.l April 1 1956. The Commission (in Release No. 707)
added:

It is stated that the name of the company will be changed on or about
March 23 1936 to Consolidated Edison Co. of New York, Inc., and the
debentures will be issued under that name.

According to the registration statement, the net proceeds from the sale.

(of the debentures together with other funds of the registrant will be applied

to the redemption of the following:

$20,000,000 principal amount of 25-year 5% gold debenture bonds, due July 15
1957, to be redeémed on July 15 1936 at 103% and accrued interest.
50,000,000 principal amount of 20-year 54 % gold debenture bonds, due Feb. 1
1945, to be redeemed on or about May 15 1936 at 10314 % and accrued
interest.
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The redemption provision, the price to the public, the names of the
principal underwriters, and the underwriting discounts or commission are
to be furnished by amendment to the registration statement.

Frank W. Smith, of New York City, is President of the company.

—ii .

SEC Reports 56 Registration Statements Covering
$212,088,937 Effective During February

The monthly analysis by the Securities and Exchange
Commission of statements registered under the Securities
Act of 1933, issued March 25, shows that in February 1936
$212,088,037 became fully effective, which compares with
$275,696,001 in January 1936 and $36,843,133 .in February
1935. The Commission said that included in the amounts
for the first two months of 1936 are securities which have
been registered but are not intended to be presently offered
for sale, as follows:

February 1936 | January 1936

Reserved for conversion of issues with convertible
features (£

Reserved for exercise of options.

Reserve for other subsequent issuance

In February 1936, the SEC states in its analysis, 56 issues
became fully effective, or an average of $3,787,000 per issue
as against an average of $5,744,000 for 48 issues in January
1936 and $3,684,000 for 10 issues in February 1935. The
Commission continued :

The figures show that public utilities resumed the lead in total financing
after a lapse of two months, and that the manufacturing industries as a
group declined to second place. A substantial increase in preferred stock
“issues is also shown, although the flotation of bonds and erentures almost
entirely for refunding purposes continued to constitute by far the bulk of
the issues. Almost 909% of the registered securities represented proposed

_ flotations by already established enterprises with only slightly more than
10% representing initial public offering of newly-organized companies.

Utilities, the largest single group to register in February, accounted
for 456.1% of the amount of .all effectives, This group, which was pre-
dominant in 1935, registered only. one statement in January 1936 for about
$27,800,000, and five statements in December 1935 for less than $386,-
600,000 ; in February 1936, however, four statements for utility companies
aggregating about $95,700,000 were effectively registered. Second in im-
portance were the manufacturing companies, accounting for 28.6% of the
month’s effectives, and third, the financial and investment companies, which
registered 17.19% of the February total.

Sixty-six per cent of the total of the February registrations was for
secured bonds and debentures; about 15% was for preferred stock issues,
and 139% for common stock issues. The remainder, somewhat more than
6%, represented certificates of participation'and beneficial interest.

Eight preferred stock issues were intended to be retired through the
issuance of securities registered in February—three by direct exchange with
lower dividend-paying issues and five through redemption with the pro-
ceeds of issues to be offered for sale. Since last April, when the first
large operation of this type was effected, 80 registered issues have been
employed, in whole or in part, for the retirement of $121,500,000 of pre-
ferred stock issues. About $45,800,000 of these redemptions was to be
effected by direct exchange with registered lower-dividend preferred issues
and $75,700,000 by use of entire or partial cash proceeds of securities

$4,839,016 $1,755,000
9,322,579 1,181,250
202,500 500,000

offered for sale, of which $33,700,000 was to be raised through the sale .

of preferred and common stock issues and $42,000,000 through offerings
of fixed-interest-bearing securities.

According to the registrants, approximately $175,900,000 (83.0% of
gross registrations) was to be offered for cash for their own account. In
connection with the sale of these securities, expenses of 4.56% were expected
to be incurred; 8.8% for commission and discount, and 0.7% for other
costs in connection with the flotation of the issues, including expenses of
registration. :

Of the net cash proceeds, estimated at about $167,900,000 approximately
$109,800,000 (65.4%) is proposed to be used for the repayment of indebted-
ness—$107,400,000 for repayment of debt before maturity, $2,000,000 for
repayment at maturity, and not quite $400,000 for the payment of other
liabilities.
purchase of real estate, plant, equipment and other assets; 5.7% for
working, capital ; 18.2% for purchase of securities by investment companies;
6.8% for retirement of preferred stock issues; 0.49% for organization and
development expenses; and 0,2% for miscellaneous purposes.

Among the large issues for which registration statements became effective
during the month were: New York Edison Co., Inc., $55,000,000 1st Lien
and Ref. Mtge. 31,9 Bonds, due 1965; Connecticut River Power Co.,
$20,800,000 1st Mtge. S. F. 8% % Bonds, due 1961; Remington Rand, Inc.,
$20,000,000 414 % Debentures, due 1956; Public Service Co. of Oklahoma,
$16,000,000 1st Mtge. 4% Bonds, due 1966 and $2,000,000 4% Serial
Debentures, due 1937-46; and Loew’s Incorporated, $15,000,000 3% %
S. F. Debentures, due 1946.

The following tabulation was also included in-the Commis
sion’s analysis: ;

Type of New Securities Included in 42 Registration Statements Fully
Effective During February 1936

Sixty-six per cent of the amount of the February 1936 registrations of
new securities was for fixed interest bearing securities, against 85.09 in
the previous month and 6.1% in February 1935. Preferred stocks totaled
14.8%, common stocks 12.8% and certificates of participation, beneficial
interests, ete., amounted to 6.5%. In February 1935, 88.29 of the securities
were certificates of participation or beneficial interest; this was due to the
registration of 89.5% of the total for that month by investment trusts.
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In addition, 8.3% of the cash proceeds is intended for the .

Per Cent of Total

Feb.
1936

12.8 : 0.2
14.8 . 6.5

No. of|
Issues

Gross
Amount

No. of

Type of Security Units Feb.

1935

24 | 5,427,281
12 2,796,700

$27,113,080
31,463,953
Certiticates of participation,
‘beneficlial int War-
643,788

13,708,196| 6.5 .0 | 88.
98,678,858| 46.5 . X

41,124,850

194

$212,088,937'100.0

2079

An analysis of the SEC covering registration statements
which became effective during January was given in our
issue of Feb. 29, page 1376.

R S G—
Filing of Registration Statements under Securities Act

The Securities and Exchange Commission announced on
March 25 the filing of 14 additional registration statements
(Nos. 1987-2000, incl.) under the Securities Aet of 1923.
The Commission said that the total involved is $68,995,986.~
80 (face value of $355,000 of securities in reorganization used
for total) of which $68,640,986.80 represents new issues.
The securities involved, according to the Commission, are
grouped as follows:

No. of Issues Type
11 * Commercial and industrial...
2 Investment trusts
1 Securities in reorganization
+ Represents aggregate face amount.

It was announced by the Commission that the total in-
cludes the following issues for which releases have been pub-
lished (the releases were given in these columns of March 21,
pages 1906 and 1907):

The Atlantic Refining Co. 148,000 shares of $100 par value series A cumula-
tive convertible preferred stock. (Docket No, 2-1989, Form A-2, included
in Release No. 701.)

The California Oregon Power Co. $13,500,000 of first mortgage bonds,
49, series, due 1966. (Docket No. 2-1995, Form A-2, included in Release
No. 704.)

=Other securities ineluded in the total, the SEC said, are

Total
$48,140,985.00
- 20,500,001.80
1355,000.00

- a8 follows:

Wyoming Valley Collieries Co. (2-1987, Form A-1) of Scranton, Pa., has
filed a registration statement covering $500,000 of first mortgage 10-year
5% sinking fund bonds, to be offered at $950 for each $1,000 bond. Samuel
I. Levy, of New York City, is the principal underwriter and Robert H,
Buchanan, of Scranton, is President of the company. Filed March 14 1936.

United Slates Casualty Co. (2-1988, Form A-2), of New York City, has
filed a registration statement covering 500,000 shares of $2 par value com-~
mon stock. Edson 8. Lott, of New York City, is President of the company.
Filed March 14 1936. .

Citizens Mortgage & Securities Co., Inc. (2-1990, Form A-2) of Springfield,
Mo., has filed a registration statement covering 1,250 shares of $10 par
value common stock and 20,250 shares of $10 par value second issue preferred
stock. J. Wyman Hogg, of Springfield, is President of the company.
Filed March 14 1936.

The Temblor 0il Co. (2-1991, Form A-1) of Boston Mass., has filed a
registration statement covering 59,997 shares of $5 par value common stock
to be offered at a proposed price of $5 a share. Kenneth D. Van Allen, of
Boston, is President of the-company. Filed March 16 1936.

San-Nap-Pak} Manufacturing Co., Inc. (2-1992, Form A-2) of New York
City, has filed a registration statement covering 35,000 shares of $8.50 par
value 70-cent cumulative dividend preferred stock and 17,500 shares of $1
par value common stock. C. B. Ewart & Co., Inc., of New York City, is
the principal underwriter and Nat E. Heit, of New York City, is President
of the corporation. Filed March 16 1936. ;

United Endowment Foundation, Inc. (2-1993, Form C-1) of New York City,
has filed a registration statement covering 204,082 Foundation Trust $1
par value shares, series A, The *‘sales price’ of the trust shares as of March
2 1936, was $4.90 a share. Filed March 16 1936.

Phillips Packing Co., Inc. (2-1994, Form A-2) of Cambridge, Md., has
filed a registration statement coveting 10,000 shares of $100 par value 5% %
cumulative preferred stock, 500,000 shares of no par value common stock,
and warrants to purchase an aggregate of 15,000 shares of common stock.
Of the common stock being registered 400,000 shares are now outstanding;
75,000 shares are to be sold to Lehman Brothers, of New York City. the
principal underwriter; 15,000 are to be reserved for exercise of the warrants,
and the remaining 10,000 are to be held for issuance from time to time.
The preferred stock and the warrants are also to be sold to Lehman Brothers.
Albanus Phillips, of Cambridge, Md., is President of the corporation.
Filed March 16 1936.

Bonded Commodity Corp. (2-1996, Form A -1) of Boston, Mass., has filed a
registration statement covering 1,500,000 shares of $1 par value participating
preference stock and 55,000 shares of $1 par value common stock of which
40,000 shares are to be sold at $1 a share for the benefit of the corporation
and the remaining 15,000 shares are owned by the principal underwriter,
Stemmler & Co., of New York City. The preferred stock is to be offered
at $3 a share but the offering price may be changed from time to time by
the Board of Directors of the corporation to confirm with changes in the asset
value.  Fred A. Rogers is President of the corporation. Filed March 17
1936.

William Jacob Hildebrandi and Marion Seeba Hildebrandt (2-1997, Form
E-1) of Jacksonville, Fla., have filed a registration statement covering
$355,000 of first mortgage 6% serial real estate gold bonds presently out-~
standing. It is proposed to extend the maturities of the bonds to May 1
1945, with interest at ge rate of 3% per annum from May 1 1935, to. May
1 1938, and at the rate of 4% from May 1 1938, to May 1 1949, and to pay
the sum of $26,625 to the bondholders’ committee to be applied to the pur-
chase of all matured and unpaid interest coupons on the bonds for the years
1933, 1934 and 1935 at the rate of 3% per annum.  The $26,625 is to be
paid by Robert Kloeppel in consideration of his release from all liability. .
Filed March 17 1936.

International I 8 Fund System. Inc. (2-1998, Form C-1) of Scranton,
Pa., has filed a registration statement covering $19,500,000 of weekly
payment plan participating certificates in International Investors Fund.
The certificates call for a weekly deposit of $2.50 for a period of 15-years or
$1,950. According to the registration statement the company is to deduct
a total of 15% or $292.50 for solicitation, supervision, auditing, &c., and
for the door-to-door collection service.” The deduction will be made at the
rate of $65 the first year, $32.50 the second year, and $15 a year thereafter.
After accumulated net earnings, including a 4% dividend, are added to
each individual account, 20% of the excess earnings thereafter are to be
paid to the company, and 80% to the depositors. Filed March 17 1936.

Wentworth Manufacturing Co. (2-1999, Form A-2) of Chicago, Ill., has
filed a registration statement covering 50,000 shares of $5 par value common
stock. ‘The principal underwriters are Haskell, Scott & Jennings, Inc.,
of Chicago, and Keane & Co., of Detroit. Ben Sopkin, of Chicago, is
President of the company. Filed March 18 1936.

Morgan Industries, Inc. (2-200, Form A-1) of Philadelhpia, Pa., has filed
aregistration statement covering 250,000 shares of $1 par value common and
$250,000 of 6% sinking fund notes to mature March 15 1946. The stock
and the notes are to be offered in units consisting of 100 shares of common
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and $100 of notes, at $135 a unit. Morgan J. Lewis, of Philadelphia,
President of the corporation. Filed March 18 1936. s

In making available the above list, the SEC stated;

In no case does the act of filing with the Commission give to any security
its approval or indicate that the SEC has passed on the merits of the issue
or that the registration statement itself is correct.

The last previous list of registration statements appeared
in the “Chronicle’’ of March 21, page 1905.

P S —

Decline of $7,342,125 in Outstanding Bankers’ Accept-
ances—Total at $376,804,749 on Feb. 29, Compares
with $384,146,874 Jan. 31—Gain on Foreign Trade
gillcsl Offset by Reduction in Domestic Warehouse

redits ’

Improvement in the three divisions of foreign trade
financing in which bankers’ acceptance credits are used,
features the Feb. 29 survey of the American Aceceptance
Council released March 26. These gains, however, says
Robert H. Bean, Executive Secretary of the Council, do
not offset a sharp reduction in the total volume of domestic
warehouse acceptances with the result that the total volume
of bills as of Feb. 29 was off $7,342,125 for the month of
February and $115,960,056 from the figures reported at the
end of February 1935. The total volume of all bills on
Feb. 29 was $376,804,749, it is noted by Mr. Bean, who
continues:

Bankers’ acceptances used to finance imports increased in volume $5,770,~
813 pringing the total of this class of bills to $113,706,075, the largest amount
since April 1932. A slight gain of $178,502 was reported in the volume of
bills used to finance exports. This is the highest total for these bills since
May 1935. Acceptances from credits based on goods stored in or shipped
between foreign countries advanced $1,799,986 bringing this total to the
highest figure since July 1935 and up $8,000,000 since last September.

The principal reduction in classified bills as of the end of last month
was in domestic warehouse credits, acceptances of which went off $14,-
459,708. Domestic shipment acceptances dropped $412,305 and dollar
exchange acceptances were less by $219,413.

The gain in import and export acceptances and to some extent foreigp
shipment acceptances at this time is indicative of the gradual improvement
in our national foreign trade. However, the percentage of the total volume
of our national imports and exports financed by bankers’ acceptances is
very much below the average for more than 10 years prior to 1933 when
about 50% of imports and exports moved under bankers’ acceptance credits.
This is to be compared with 24.11% of exports and 32.66% of imports
financed by acceptances during the whole of 1935.

Only slight changes took place during the month of February in the
volume of bills held by accepting banks. The total of own bills held amounted
to $171,622,069 and of the bills of other banks $168,210,616, a total of
$339,832,685.

The following details are supplied by Mr. Bean:

TOTAL OF BANKERS' DOLLAR ACCEPTANCES OUTSTANDING FOR
ENTIRE COUNTRY BY FEDERAL RESERVE DISTRICTS

Federal Reserve District Feb. 28 1935

$31,466,980

Feb, 29 1936

£30,936,999
283,939,427
12,178,157
3,127,375
528,263
1,932,068
18,199,906
57,552
852,220

2,132,853
22,419,929 21,551,012

$376,804,749 $384,146,874
Decrease for year, $115,960,056.
CLASSIFIED ACCORDING TO NATURE OF CREDIT

Jan. 31 1936

$30,870,968
290,155,567
12,201,335
3,342,632
2,835
2,422,132
19,211,347
26,197
1,256,224

2,036,625

1,536,981
1,141,909
175,000
2,756,854
24,151,208

$492,764,805

Grand total. ...
Increase for month, $7,342,125.

Feb. 28 1935

891,881,184
123,179,899
8,632,673
157,445,800
2,625,208

109,100,041

Feb. 29 1936

$113,706,075
93,918,459
8,931,815
72,187,019

Jan. 31 1936

$107,935,262
93,739,957
9,344,120
86,646,727
2,386,161 2,605,574

85,675,220 83,875,234

CURRENT MARKET RATES ON PRIME BANKERS' ACCEPTANCES
MARCH 23 1936

IMpOrtS . e e

Dollar exchange
Based on goods stored in or shipped
between foreign countries

Dealers' Dealers’
Buying Rate| Selling Rate Buuing Rate| Selling Rate

3-16 % 3-16
3-16 % 5-16
3-16 % 5-16

—_———

Bids of $147,495,000 Received to Offering of $50,000,000
of 273-Day Treasury Bills Dated March 26—$50,-
085,000 Accepted at Average Rate of 0.1187,

Acting Secretary of the Treasury Wayne C. Taylor an-
nounced on March 23 that at total of $147,495,000 had been
tendered to the offering of $50,000,000, or thereabouts, of
273-day Treasury bills dated March 25 1936, of which $50,-

085,000 was accepted. The tenders were received at the

Federal Reserve banks and the branches thereof up to 2

p. m., Eastern Standard Time, March 23. Reference to the

offering was made in our issue of March 21, page 1909. As

to the accepted bids Acting Secretary Taylor had the follow-

ing to say on March 23:

The accepted bids ranged in price from 99.930, equivalent to a rate of
about 0.092% per annum, to 99.906, equivalent to a rate of about 0.124%,
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 99.911 and the average rate is about 0.118% per annum on a bank
aiscount basis.

¢ Dealers® Dealers’
Days—

Chronicle March 28 1936
New Offering of $60,000,000, or Thereabouts, of 273-Day
Treasury Bills—To Be Dated April 1 1936

Tenders to a new offering of $50,000,000 or thereabouts,
of 273-day Treasury bills were invited on March 26 by
Wayne C. Taylor, Acting Secretary of the Treasury. The
tenders will be received at the Federal Reserve banks, or
the branches thereof, up to 2 p. m., Eastern Standard Time,
Monday, March 30; bids will not be received at the Treasury
Department, Washington. . d

The bills to be offered will be sold on a discount basis to
the highest bidders. They will be dated April 1 1936 and will
mature on Dec. 30 1936, and on the maturity dare the face
amount will be payable without interest. There is a maturity
of similar securities on April 1 in amount of $50,000,000. In
his announcement of Marech 26, the Acting Secretary had the
following to say:

They (the pills) will be issued in bearer form only, and in amounts or
denominations of $1,000, $10,000, $100,000, $500,000, 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, with not more than three decimal places, e.g., 99.125.
Fractions must not be used.

Tenders will be accepted without cash deposit from incorporated banks
and trust companies and from responsible and recognized dealers in in-
vestment securities. Tenders from others must be accompanied by a
deposit of 10% of the face amount of Treasury bills applied for. unless the
tenders are accompanied by an express guaranty of payment by an in-
corporated bank or trust company.

Immediately after the closing hour for receipt of tenders on March 30
1936, all tenders received at the Federal Reserve banks or branches thereof
up to the closigg bour will be opened and public announcement of the
acceptable prices will follow as soon as possible thereafter, probably on the
following 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.
Those 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 Fedderal Reserve banks in cash or other immediately available
funds on April 1 1936.

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 al}
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:
any tax now or hereafter imposed by the Uaited Sttes or any of its pos-
sessions. ;

Treasury Department Circular No. 418, as amended. and this notice
prescribe the terms of the Treasury bills ana govern the conditions of their
18sue.

B m—
Gold Receipts by Mints and Assay Offices During
Week of March 20—Imports Totaled $638,306

During the week of March 20 a total of $3,065,468.92
of gold was received by the various mints and assay offices.
Of this amount, the Treasury Department announced
March 23, $638,304.76 was imported gold, $414,770.65
secondary and $2,012,393.51 new domestic. According to
the Treasury, the gold was received by the various mints
and assay offices during the week of March 20 as follows:

Imports : Se dary | New D i

$162,466.29 $1,909.22
137,300.00 50,800.00

Philadelphia
$570,500.00
San Francisco 3 6,436.69 45,622.87 | 1,119,336.57
57,616.64 13,415.04 640,259.08
25.16 38,158.46 105.17
3,826.27 17,907.99 199,983.47
$2,012,393.51

$638,304.76 | $414,770.65
sttt o

Total for week ended March 20 1936.

Receipts of Newly-Mined Silver by Mints and Assay
Offices from Treasury Purchases Totaled 1,445,-
904.39 Fine Ounces During Week of March 20

A total of 1,445,904.39 fine ounces of silver, it was an-
nounced by the Treasury on March_23, was turned over
by the Treasury Department to the various mints and
assay offices during the week of March 20 in accordance

with the President’s proclamation of Dec. 21 1933. The
proclamation, which was given in our issue of Dec. 31 1933,
page 4441, authorized the Treasury to absorb at least 24,-
421,410 fine ounces of newly-mined silver annually. Total
receipts since the issuance of the proclamation, and up to
March 20, were in amount of 73,181,228.14, according to
the Treasury, which made available the following data on
Mareh 23: v
RECEIPTS OF SILVER BY THE MINTS AND ASSAY OFFICES

(Under Executive Proclamation of Dec. 21 1933, as amended)

‘Week ended March 20 1936: : Fine Ounces
Philadelphia, 981,851.90
San Francisco. 457,098.93

6,953.56

Total for week ended March 20 1936 1,445,904.39
Total receipts through March 20 1936 73,181,228.14

The receipts of newly-mined silver during the week of
March 13 were noted in these columns of March 21, page 1910.

TS~ ——

.$319,638 of Hoarded Gold Received During Week of

March 18—$9,868 Coin and $309,760 Certificates
Announcement was made by the Treasury Department
on March 23 of the receipt of $319,627.64 of gold coin and
certificates by the Federal Reserve banks and the Treasurer’s
office during the week of March 18 under the order of
Dee. 28 1933, requiring all gold to be returned to the Treas-
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ury. The Treasury revealed that $9,867.64 of this amount
was gold coin and $309,760 gold certificates. Total receipts
since the order was issued, and up to March 18, it was
made known, amounted to $139 158, 804 83. The following
is from the Trea,suly s announcement of March 23:

GOLD RECEIVED BY FEDERAL RESERVE BANKS AND THE
'TREASURER'S OFFICE

(Under Secretary’s Order of Dec. 28 1933)

Gold Coin Gold Certificates

Received by Federal Reserve banks:
Week ended March 18

Received previously 31, 245 191.19 104,920,010.00
Total to March 18

$31,255,058.83 | $105,226,170.00
Recelved by Treasurer's office:

Week ended March 18._. * $3,600.00
Recelved previously - - 267,756.00 2,406,220.00
Total to March 18 $267,756.00 $2,409,820.00
Note—Gold bars deposited with the New York Assay Office in the amount of
$200,572.69 previously reported.
Previous reference to' the receipts of hoarded gold was
made in our issue of March 21, page 1909.
il it

Silver Transferred to United States Under Nationaliza-
tion Order During Week of March 20 Amounted to
9,238.06 Fine Ounces

Under the Executive Order of Aug. 9 1934, providing for
the nationalization of silver, 9,238.05 fine ounces of the
metal were transferred to the United States during the week
of March 20, the Treasury announced March 23. Since the

jssuance of the order (which was given in our issue of Aug. 11

1934, page 858) 112,689,504.07 fine ounces of the metal

have been transferred to the United States Government.

The Treasury Department issued the following tabulation

on March 23:

SILVER TRANSFERRED TO UNITED STATES
(Under Executive Proclamation of Aug. 9 1934)

Week ended March 20 1936:
Philadelphia.

$9,867.64 $306,160.00

Fine Ounces
6,046.00
1,481.70

Total for week ended March 20 1936 - 9,238.05
Total receipts thorugh March 20 1936 112,689,504.07

In the “Chronicle” of March 21, page 1910, reference was
made to the silver transferred durmg the previous week
ended March 13. |
2 ——————

President Roosevelt Begins Fishing Cruise

After a delay of several days, President Roosevelt left
Wushmgton on March 22 for his previously arranged fish-
ing cruise. While he had originally planned to leave Wash-
ington on March 19, the President deferred his trip because
of the disastrous floods in the East, and the need for govern-

ment relief action. An account of the Federal mobilization
to aid the flood sufferers appeared in these columns last
week, pages 1910 and 1921, and a further reference to the
flood situation will be found elsewhere in this issue. The
President, in his original plans for his holiday, had intended
to stop at Warm Springs, Ga., on his trip South, but his
visit to the infantile paralysis sanitarium thele will be
made upon his return from his cruise. The Presidential
train left Washington in the early afternoon, March 22,
arriving at Winter Park, Fla., at 9 a. m. on the following
day. He drove immediately to Rollins College, where the
honorary degree of Doctor of Literature was conferred upon
him by President Holt, as detailed in another item in this
issue of our paper, in which also the award of the Algernon
Sydney Sullivan medallion to Mrs. Roosevelt is noted. Re-
ferring to the President’s movements following the cere-
monies at Rollins College, the correspondent of the New
York “Times” had the following to say in advices from
Fort Lauderdale, Fla., March 23:

After the chapel services, Mr. and Mrs. Roosevelt and their party eutered
automobiles which took them through Winter Park and then through
Orlando, a city of 80,000 persons situated five wiles distant, in both of
which places they were greeted by crowds that lined the sidewalks.

There followed a drive of more than 40 miles to Titusville, which was
reached soon after noon.

Mr. Roosevelt had luncheon privately in his car and then talked with
General Hagood until West Palm Beach was reached. There, during a
_ five-minute pause, he visited with Joseph P. Kennedy, former Chairman

of the Securities and ‘Exchange Commission, who drove over from his Palm
Beach house to meet the train.

Party Is Met at Dock

The next stop was Fort Lauderdale, where Mr. Roosevelt at last got
away to a start on the fishing cruise which he had planned for many
months. He was met there by two destroyers, the Monahan and the Dale,
which have been detailed to act as his official escort during his fortnight
at sea. The new Presidential yacht, the Potomac, a converted Coast Guard
cutter on which the President was to make his first cruise, awaited him
somewhere off shore.

Mr. Roosevelt went aboard the Monahan accompanied by James Roose-
velt, his eldest son, who awaited him here, and Frederic A. Delano, Chair-
man of the Capital Parks and Planning Commission and the President’s
uncle.

In the meantime, three remaining members of Mr. Roosevelt’s fishing
party boarded the Dale. They were Captain Wilson Brown, White House
naval aide; Colonel Edwin A. Watson, military aide, and Captain Ross T.
Mclntyre, U, S. N., White House physician,’

As soon as all had gone aboard, the remainder of the President’s party,
together with newspaper correspondents and others, proceeded on to Miami,
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where temporary White House offices were established to-night for the
duration of the cruise.

These offices, fully equipped to handle executive business by radio and
telegraph, were manned by a’ skeleton staff, augmented by two naval sea-
planes assigned to act as dispatch boats in carrying mail and official papers
on daily trips between the offices and the President’s yacht.

These planes received their first order from the President early to-day,
when. he-directed them to go to the aid of a Coast Guard plane forced down
off the Florida coast.

Advices from Miami, Fla (March 24), to the “Times” re-
porting the President as fishing in the shoal waters off Cat

Island, about fifty miles east of Miami, added in part:

He stopped there on his way to Great Inagua Island, 300 miles further to
the southeast, toward which he steamed to-night in one of two destroyers
which will meet the Presidential yacht to-morrow at a rendezvous near
Mathewtown, on the island.

Mr. Roosevelt gave the account of his first day at sea in three brief bulle-
tins to Marvin H. McIntyre, his assistant secretary, who came on here with
a skeleton staff to establish temporary White House offices in the Miami
Biltmore Hotel. . .

The first bulletin came from Captain Brown, who at 9:40 a. m., reporbed
the arrival of the Presidential party off Cat Island.

Then, at 2:30 p. m., Mr. Roosevelt sent this dispatch to Mr. McIntyre:

‘“‘Both ships spending day at anchor near Cat Island and fifty miles from
San Salvador, the landfall of Columbus. Fished this morning, catching
enough for supper. Proceeding to-night to Great ,Inagua Island. Rendez-
vous there to-morrow with Potomac. All well

In the last message, at 5:45 p. m., the Dickerson reported that the Presi-
dent had left Cat Island in the Monaghan, headed southeast.

From Miami (March 25), the “Times” correspondent
Charles W. Hurd, had the following to say in part:

After stepping to-day for the first time on the deck of the new Presicential
vacht, the Potomac, President Roosevelt took a hand at ‘‘bottom fishing’*
near Great Inagua Island, situated about 350 miles east of Miami off the
northeast tip of Cuba. ¥

A dispatch sent by the President, to Marvin H. McIntyre, assistant White
House secretary in charge of the temporary White House offices here,
credited Mr. Delano with the finest catch of theday. . . . -

The President’s dispatch describing his day read as follows:

‘“We are now anchored near Mathewtown, Great Inagua Island. Poto-
mac met us this morning and we have transferred to her from the Monaghan.
Bottom fishing this afternoon. Mr. Delano made the catch of the day,
getting a fine specimen of blue bone porgy.’’

The transfer of the President from the destroyer to the yacht, accom-
plished in an almost deserted part of the ocean, was accompanied by all the
traditional formality of the navy.

He was piped over the side of the destroyer and then piped again wn:h a
boatswain’s whistle when he went aboard the Potomac.

No salutes were fired, however, since these are reserved for use by larger
war craft. The change was officially signalized when the Presidént’s flag -
was struck from the mast of the Monaghan and hoisted up that ot the
Potomac.

According to advices from Miami (March 26) to the New
York “Herald Tribune” (from its staff correspondent John
C. O’Brien) the reconditioned Coast Guard cutter Potomac,
to which the President and his party transferred the previous
day from the destroyers Monaghan and Dale, headed for
Caicos Island at 7 a. m. Indicating that three brief messages
were received at the temporary White House, the advices
(March 26) to the “Herald Tribune” stated:

The first merely said that the President, aboard the Potomac, along with
the two destroyers, were bound for Caicos Island. The second, timed 2:30
p. m. was almost a duplication.

“Left great Inagua in the Potomac early this morning for Caicos. Sea
smooth, no casualties."

The final message which arrived late said: ‘“The President aboard the
Potomac arrived West Caicos Island."

—_—————

President Roosevelt, in Address at Rollins College,
Declares That the Breaking Away from Old Aca-
demic Moorings Should Not Startle Us—In Seeming
Defense of New Deal Contends That Methods of
Attaining Ideals only Is Changed—Receives Honor-
rary Degree—Mrs. Roosevelt Awarded Medal

President Roosevelt, who left Washington for a brief holi-
day on March 22, a trip which had been postponed for sev-
eral days because of the exigencies arising through the
devastating floods in the East, had the honorary degree of
Doctor of Literature conferred upon him at Rollins College,
Winter Park, Fla., on March 23, by the President of the
college, Hamilton Holt, In acknowledging the honor, Presi-
dent Roosevelt directed his remarks toward changes in edu-
cational and political policies, and in referring to the sub-
stitution by President Holt of new ideas in education for
old practices Mr. Roosevelt declared that “the fact that in
some respects they break away from some of the old aca-
demie moorings should not startle us.” He went on to say:

In education, as in politics and economics and social relationships, we
hold fast to the old ideals and all we change is our method of approach to
the attainment of the ideals. Stagnation follows standing still. Continued
growth is the only evidence cf life.

Yet growth and progress invariably and inevitably are opposed bitterly,
falsely and blindly opposed. ’

The President’s remarks, viewed as a defense of the New
Deal, contained the further observation by him' that “what
has taken place at Rollins illustrates what I speak of as
new approaches to old problems. If you abolish lectures and
recitations and substitute the conference plan of study,” he
added, “you do not abandon the old ideals of culture.” He
made the further statement that “just as you . . . reach
conclusions individually and collectively, so do the masses
of our people individually and collectively approach govern-
mental problems.”

“It. is well to remember,” said the Pxesulent “that the
mdlndual citizen contributes most greatly to the good of
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this \largest group only when he or she thinks in terms of
the largest group. Only in this way can democracy and a
republic~form of government permanently succeed.”
serting that “first of all, your duty and mine Js
nation,” the President added: “If we perform that duty
well . . . the policy of the good neighbor will in the
long run assert itself so strongly, so victoriously, that it
will spread to other nations and other peoples throughout
the world.” ;

Mrs.|Anna Eleanor Roosevelt, wife of the President, was
the recipient from President Holt of the Algernon Sydney
Sullivan. award from Rollins College, the medallion being
presented to Mrs. Roosevelt at the exercises at which the
degree was conferred upon her husband.. In conferring the
degree upon Mr. Roosevelt, President Holt said:

Franklin Delano Roosevelt, my President' and friend, it is not because
you have put social value above material profit; it is not because you
have understood the human and spiritual problems of the millions of
unknown men and women whose voices seem mnever to be heard; it is not
because you have risked the daring and ingenuity of the New Deal; it is
not for these qualities alone that Rollins College would honor you to-day,
even though they be worthy of any honor in the gift of any college.

It is because of our faith in what you are yet to do that Rollins would
now pay you its tribute. Mr. President, thére are two burning issues
transcending all others now before the American people—one is domestic;
one is foreign. :

First, no free and self-governing people can long remain content with
an industrial order wherein millions of its citizens are out of employment,
while farms, mines and factories are amply able to guarantee to every
living soul sufficient food, clothing and ehelter to satisfy all fundamental
needs. Surely we have the braing and the will power to work out an
equitable system of production and distribution which will lead our people
to a planned and disciplined plenty. .

Second, no free and peace-loving people can long remain content in
supine aloofness while wars and rumors of wars are swiftly pushing the
human race to the brink of another world catastrophe.

If statesmanship, like charity, begins at home, certainly it does not
end there. Mr. President, the man who holds the office now occupied by
‘you has attained the most exalted political position on earth. You are
the constituted spokesman of our country in the international realm. The
most vital thing worth working for in-the international realm is the
political organization of the world. The outcome of political organization
is law. The outcome of law is justice. And the outcome of justice is
eternal peace.

Mr. President, if under your leadership our people can play the good
neighbor to all mankind, as you have so often pledged we would do, will
not that spirit lead them into union on a world scale as the spirit of
Washington led our sovereign States into union on a national scale? It is
only through union that what Thomas Jefferson called “the greatest scourge
of mankind” can be abolished.

As a pledge of our faith in the laws yet to be drafted, in State papers
yet to be written, as a pledge of our faith in your statesmanship to be,
Rolling College confers upon you the degree of Doctor of Literature and
admits you to all its rights and privileges.

In the presentation of the miedallion to Mrs. Roosevelt,
President Holt spoke as follows:

Anna Eleanor Roosevelt, this medallion is given to you not only because
of your high leadership in the civie and social life of every community in
which you have served, nor because of the impress of your zestful and very
human personality upon the American people, far-reaching and praise-
worthy as that has been. L S

It is rather given because you have ever made your home the radiating
center of youth, laughter, good breeding and affection, and yet at the
same time have steadfastly followed the self-same path of public service as
wife of the President of the Republic that you did before you shared with
your husband the highest office in the gift of the American people.

It is, in fine, because when you became the First Lady of the Land you
became also the first woman citizen of America. It is for these devoted
efforts to understand and enter into the life of the world .about you, as
well as for the example you have set to the young women of the nation
as to what a good wife, mother and citizen should try to be and do, that I
have the honor now to award you the Algernon Sydney Sullivan medallion.

President Roosevelt’s address in accepting the honorary
degree follows:
President Holt, Ladies and Gentlemen.:

I am honored in becoming an alumnus of Rollins College, not alone
because of my deep interest in the work that is being carried on here, but
also because of the long-time personal friendship between your President’
and myself.

It is because of the varied culture, the tireless industry and the inde-
pendent thinking of Dr. Holt that his old friends were not at all surprised
when he substituted new ideas in education for old practices.

These changes fearlessly inaugurated at Rollins are bearing fruit. They
are being watched by educators and laymen. The fact that in some respects
they. break away from some of the old academic mooririgs should not
startle us. In education, as in politics and economics and sogial relation-
ships, we hold fast to the old ideals and all we change is our method of
. approach to the attainment of the ideals. Stagnation follows standing still.
Continued growth is the only evidence of life.

Yet growth and progress invariably and inevitably are opposed bitterly,
falsely and blindly opposed. In a remarkable film on the life of Louis
Pasteur which I saw the other night, the great English chemist, Lister,
said to Pasteur when the latter was being denounced as a charlatan and
an impostor by leading doctors of the French Academy of Medicine: “My
dear Pasteur, every great benefit to the human race in every field of its
activity has been bitterly fought in every stage leading up to its final
acceptance.”

What has taken place at Rollins illustrates  what I speak of as new
approaches to old problems. If you abolish lectures and recitations and
substitute the conference plan of study, you do not abandon the old ideals
of culture. An amazing increase in the very number of things which an
educated man must know to-day calls not only for more facts but calls
also for what might be called a third dimension in education, the tying
together of all the subjects and all the facts into the relationship of their
whole with modern life. ‘ i

Just as you and, indeed, the faculty and the students in any college

reach conclusions individually and collectively, so do the masses of our -

people individually and collectively approach governmental problems. Al

he -
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of us are greatly influenced by group association. The family group is
the oldest, the smallest and yet through all change and all time the most
important.

Yet there are groups with some of which almost all have some for!q of
association—the church, the social circle, the lodge, the labor organization,
the political party; the neighboring farmers. Business and commerce are
almost wholly made up of groups.

The fact of this group existence and resulting group thinking brings
forward one of the great problems of orderly government functioning.

Problem of Government to Harmonize Interests of Various Groups
It is the problem of government to harmonize the interests of these

groups which are often divergent and opposing in order to guarantee security
and good for as many of their individual members as may be possible.

. The science of politics, indeed, may properly be said to be in large part

the science of the adjustment of conflicting group interests.

In the community loeal government must adjust small groups for com-
munity good. In States larger groups must be co-ordinated for the greater
good of all the people within the State. In the Federal government the
problem is to adjust still greater groups in the interest of the largest
group of all—125,000,000 people in whom reposes the sovereignty of the:
United States of America.

But it is well to remember that the individual citizen contributes most
greatly to the good of this largest group only when he or she thinks in
terms of the largest group. Only.in this way can democracy and a repub-
lic form of government permanently.succeed.

Not long ago two nationally known men visited me, one in the morning,
the other in the afternoon. I agked the opinion of each of them in regard
to a suggested new tax to replace a former tax which had been declared
unconstitutional. My friend of the morning replied: :

“I could not approve of that kind of tax; it would cost me many thousands
of dollars.”

My friend of the afternoon said:

P ¢‘Such a tax would, it is true, cost me many thousands of dollars, but I am inclined
to think that it is a fair tax, a tax equitable for the people of this country as a
whole and, therefore, I would favor it.”

Development of National Understanding

The development of national understanding as opposed to purely indi-
vidual or local group domination is growing by leaps and bounds throughout
our nation. It is the logical development of broader and better education,
and it is the logical development of the extension of what I sometimes call
the policy of the good neighbor.

The good neighbor is not just the man who lives next door to you. The
objective includes the relationship of your family to his; it extends to all
the people who live in the same block; it spreads to all the people who
live in the same city, the same county and the same State; and, most
important of all for the future of our nation, it must and shall extend to
all your neighbors, to your fellow-citizens in all the States and in all the
regions which make up the nation. |

First of all your duty and mine is to the nation. If we perform that
duty well—you and I—the policy of the good neighbor will in the long run
assert itself so strongly, so victoriously, that it will spread tq other peoples
and nations throughout the world. The ideal is there—developed to a
greater or less extent among the masses of the people in every nation.
We of the Western Hemisphere are working together to prove the practical
value of this great ideal of peace and justice among men and among

nations. ¢
[RESIEAIC L

President Roosevelt Appoints Committee of Three to
Study Government Agencies—Requests Aid of
Senate Body Formed for Same Purpose Under
Chairmanship of Senator Byrd—Letter Says Many
New Branches Will Be Eliminated or Curtailed

A White House announcement on March 22.said that
President Roosevelt had appointed a committee to study the
relation of the government’s emergency agencies to the
regular executive organizations. The President named
Louis Brownlow of Washington as Chairman of the com-
mittee. .The other members are Charles E. Merriam of
Chicago and Luther H, Gulick of New York. It was stated
that the committee will serve as an adjunct of the National
Emergency Council. At the same time the White House
published a letter from the President to Vice-President
Garner asking the Senate’s co-operation through a special
committee which the Senate has already established to
consider certain aspects of the same problem, A letter
from Mr. Roosevelt to the Speaker of the House, which was
also made public, asks the House to create a committee of a
similar character through which the House can co-operate
with the President and with the committee just established.

The letter from President Roosevelt to Vice-President

Garner read: '
March 20 1936.

‘My dear Mr, Vice-President:

Last October I began holding some conversations with interested and
informed persons concerning what appealed to me as the necessity of making
a careful study of the organization of the executive branch of the govern-
ment. ’ ,

Many new agencies have been created during the emergency, some of -

‘which will, with the recovery, be dropped or greatly curtailed, while

others, in order to meet the newly-realized needs of the nation, will have
to be fitted into the permanent organization of the executive branch.
One object of such a study would be to determine the best way to fit the
newly-created agencies or such parts of them as may become more or less
permanent into the regular organization. To do this adequately and to
assure the proper administrative machinery for the sound management of
the executive branch, it is, in my opinion, necessary also to study as
carefully as may be the existing regular organization. Conversations on
this line were carried on by me during November and December, and I
then determined to appoint a committee which would assist me in making
such a study, with the primary purpose of considering the problem of
administrative management. It is my intention shortly to name such a
committee, with instructions to make its report to me in time so that the
recommendations which may be based on the report may be submitted to
the Seventy-fifth Congress.

The Senate already has established a special committee to consider
certain aspects of this same problem, and I write to you to ask that the -
Senate, through its special committee, co-operate with me and with the

N
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committee which I shall name in making this study, in. order that duplica-
tion of effort in the task of research may be avoided and to the end that
‘it may be as fruitful as possible.
Sincerely yours,
FRANKLIN D. ROOSEVELT.

The President’s letter to the Speaker was identical, except
for the final paragraph, which read: - i

The Senate has mamed a special committee to consider aspects of this
general problem, and I respectfully suggest that the House of Representa-
tives also create a special committee of a similar character through which
the House of Representatives ‘could co-operate with me and with the com-
mittee that I shall name in making this study in order that duplication
of effort in the task of research may be avoided and to the end that this
study may be made as fruitful as possible.

Very sincerely yours,
FRANELIN D. ROOSEVELT.

A Washington dispatch of March 22 to the New York
“Times” commented on this action of President Roosevelt,
in part, as follows:

The Presidential proposal virtually assures a study of governmental
reorganization by the Administration along with the inquiry by the special
Senate committee initiated by Senator Byrd of Virginia, New Deal critic,
and approved by the Senate.

Louis Brownlow, a journalist and public administrator, is a native of
Missouri. He has been connected with Kentucky and Tennessee -news-
papers and was Washington correspondent of the Nashville “Banner,” a
syndicate writer and traveled abroad until he became Commissioner of the
District of Columbia in 1915. He was formerly City Manager of Peters-
burg, Va., and of Knoxville, Tenn.; consultant of the New York Housing
Corporation, and director of the Chicago Public Administrative Clearing
House. He has been a lecturer on political science at the University of
Chicago since 1931. He is national President of the City Managers Asso-
ciation and affiliated with several politico-economic organizations.

Charles E. Merriam, Professor of Political Science at the University
of Chicago, is a native of Iowa.” He was an Alderman in Chicago for two
terms, and Republican candidate for Mayor in 1911. He has been President
and is a member of the Social Science Research Council and of the Amer-
ican Political Science Association, and has published -many books in line
with the purposes of these organizations. He was a member of the Hoover
Commission on Social Trends and has been a member of the National
Planning Commission since 1933, :

" Dr, Gulick Long in Research 1

Dr. Luther H. Gulick has devoted much of his life since graduation from
Oberlin College to governmental research. He was Secretary of the Joint
Commission on the Budget of the Massachusetts General Court, assistant
chief of the Council of National Defense in the World War, director of
the New York Bureau of Municipal Research, and a director or member of
several similar bodies.

The Byrd resolution was introduced in the Senate Jan. 9 and adopted
Feb. 24, but President Roosevelt, in his letters to Messrs. Garner and
Byrns, said that he began to discuss governmental reorganization last
October, and during November and December determined to name a com-
mittee for the task.

The committee named, under the Chairmanship of Sen-
ator Byrd, was referred to in our issue of March 7,
page 1566.

[ S
President Roosevelt Creates Committee of Industrial
Analysis To Make A Survey of Results Under the
NRA—Secretary Roper To Head Committee—Divi-

sion of Industrial Economics Created in Depart-

ment of Commerce

.The creation of a Committee of Industrial Analysis is pro-
vided for under an Executive order issued by President
Roosevelt on March 21 (made public March 26)—the task
assigned to the Committee being to “‘complete the summary
of the results and accomplishments of the National Recovery

dministration.” Under the Executive Order the Com-
mittee is called upon to assemble and analyze the statistical
information and government records of experience of the
operations of the various trades and industries under the
National Industrial Recovery Act, to study the effects of
the codes ‘“upon trade, industrial and labor conditions”
and to make “available information with respect to
industry, particularly hours, wages, child labor and other
labor conditions.” Secretary of Commerce Roper will be
Chairman of the Committee, which will also include Secre-
tary of Agriculture Wallace and Secretary of Labor Perkins.
A White House statement an March 26 regarding the new
committee said.

The President has directed the Committee of Industrial Analysis to
bring to a conslucion, and to make available to the public, an analysis of
the operations of the NRA codes. :

Members of the committee to be appointed from outside the Government
will be asked to prepare a more general and final survey of the administra-
ﬂ;nlor Title 1 (the NRA title) of the national industrial recovery act as a
whole.

To aid the Committee, the President has ecreated a
“Division of Industrial Economies” in the office of the
Secret of Commerce, It is stated that the President
provided $100,000 from relief funds to finance the work.
; —_—

President Roosevelt Signs $2,889,761,906 Independent
Offices Appropriation Bill—Measure Provides $440,-
000,000 for Farm Payments and $1,730,000,000 for
Bonus

President Roosevelt on March 20 signed the Independent

Offices Appropriation Bill, carrying $440,000,000 for financ-

ing the new farm-aid program and $1,730,000,000 for pre-

payment of the veterans’ bonus. The bill provides a total
of $2,889,751,905. - Reference to the action of the House and
Senate in passing the bill on Jan. 17 and Feb. 17, respec-
tively, was made in these columns Feb. 22, page 1216. After
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passage of the measure by the Senate, the bill went to con-
ference, the Senate agreeing to the conference report on
March 17 apd the House adopting it on March 18,

The Depantment of Agriculture revealed on March 16 that
the farm ben¥its will not be made until September. This
plan was indicated in the testimony of Chester C. Davis,
Agricultural Adjustment Administrator, before a House
conference committee, which, it was noted in a Washington
dispatch of that date to the New York “Herald Tribune,” is
charged with the task of getting acceptance for farm and
bonus appropriations. The dispatch, in part, also said:

Thig sum was tacked on to the Independent. Offices Appropriation Bill by
the Senate at the request of President Roosevelt in a supplemental budget
estimate resulting from enactment of the bonus payment authorization and
the Soil Conservation Act of 1936 to replace the invalidated - Agricultural
Adjustment Act. :

Mr. Davig Sees Plan ““in Making”

Close questioning of Mr, Davis by the House conferees, who refused to
meet the Senate committee until more details were forthcoming from the
Administration, revealed that the goil conservation plan was still largely
in the “making,” and for that reason, Mr. Davis said, he did not think
“it would be possible to begin to make payments until September 1936.”

Representative Bertrand H. Snell, of New York, Republican floor leader,

said: . ;
“It is mightly funny that the only time they can find to pay this money
is a month or six weeks before the elections. In looking over the hearings
it does not seem to ‘me that they have any more program in mind or
anything more definite than they had before they started with the soil
conservation bill.

“They do not know how many acres will be retired, how much paid an
acre, or anything definite, except they are going to pay out a lot of checks
just before electiqn. It is apparent there ig confusion in the Department
of Agriculture on all points-excepting that one.”

- Any Farmer May Apply

The first mention of the September date to commence payments for soil
conservation compliance on the part of farmers was made when Repre-
sentative Clifton A. Woodrum, Democrat of Virginia, Chairman of the
House committee, asked the AAA official to describe the formula by which
a farmer might qualify. Mr. Davis said:

“Every farmer, to begin with, who operates land, is eligible to make a
declaration.. Every farmer, to begin with, is assumed to be eligible to make
application.

“In general, he will have to establish the fact that he has either shifted
land from intensive cultivation, decreasing the quantity of land used in
soil depleting intensely cultivated crops and increasing the quantity of land
on hie farm that is in erosion-preventing uses or covered with grass or
legumes with the intention of soil upbuilding.

“It iz impossible to say just how many farmers will finally establish
the fact that they have conformed to the conditions of the offer. So the
payments under this would not be—well, I would say that they could not
begin to be made probably until September.” 3

it

President Roosevelt Signs Bill Exempting RFC-Owned
Preferred Stock from State and Local Taxation
“Almost immediately after Congress had completed action
that day on the bill to exempt preferred bank stock held by
the Reconstruction Finance Corporation from State and
local taxation, President Roosevelt signed the measure on
March 20. The Senate earlier on March 20, as noted in our
issue of March 21, page 1912, had passed the measure, as
amended by the House on March 19. In reporting the
signing of the bill by President Roosevelt, Associated Press

advices from Washington, March 20, said:

His action was taken only minutes after the Senate had concurred in a
House amendment and rushed the measure to the White House. It barely
got under the deadline of levies due to be collected to-day in several States,
including about $27,000 in Maryland.

“The United States Supreme Court recently upheld the right
of the State of Maryland to tax RFC-owned preferred bank
stock and the bill just enacted is designed to overcome this
ruling. The decision of the Supreme Court was referred to in
the “Chronicle’’ of Feb. 8, page 879. Originally passed by
the Senate on Feb. 24 by a vote of 38 to 28, the bill was
defeated in the House on Feb. 25 by a vote of 172 to 164.
However, the House reversed this action on March 19 and
passed the measure by a vote of 218 to 114, with an amend-
ment to limit interest on RF'C loans to closed bakns to 3149,
provided the debtors of the institutions be charged not more
than.4149%,. . Theaction of the Senate on March 20, in adopt-
ing the bill as amended, was taken without & record vote.

U —

Senate Passes Measure to Continue for Two Years
Powers of FDIC to Advance Loans on Assets of
Weakened Banks to Facilitate Mergers

On March 26 the Senate passed the joint resolution provid-
ing for a two-year extension from July 1 1936 of the power
of the Federal Deposit Insurance Corporation to make loans
and purchase assets of uneconomic insured banks so as to
bring about their consolidation with stronger institutions.

The Senate Banking and Currency Committee had favor-

bly reported the resolution to the Senate on Mareh 24.

he measure, as noted in these columns of March 21, page

1908, was introduced in the Senate on March 16 by Senator

Duncan U. Fletcher of Florida, who is Chairman of the

Banking and Currency Committee. During hearings held

by the Committee on the bill, Leo T. Crowley, Chairman

of the FDIC, appeared in support of the legislation. As to

Mr. Crowley’s remarks, Wa.shing'ton advices, March 24, to

the New York ‘“Herald Tribune’’ of March 25, said:

Under the powers, as explained by Leo T. Crowley, Chairman of the

FDIO, in a statement to the Senate Committee, the Corporation may make

loans to an insured bank, provided: “‘First, the loan will reduce the risk or
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avert a threatened loss to the Corporation; and, second, the loan will facili-
tate a merger or consolidation of the borrowing bank with another insured
bank, or the sale of its assets and the assumption of its liabilities by another
insured bank. Under like conditions, the Corporation may purchase
assets from an insured bank, or guarantee one insured against loss by reason
of its assuming the liabilities and taking over the assets of another insured
bank.”

Mr. Crowley, in the statement, pointed out that the Corporation has
already used its powers in six cases, with the loans aggregating $7,289,492
and with $436,139 expended in the purchase of assets. He said that six
other loans, aggregating $273,200, have been approved by the FDIC. In
addition, commitments have been made to State authorities involving
loans to about 100 banks, Mr. Crowley said that the program could not
be carried out by July 1.

—_————

Senate Approves $611,362,604 War Department Bill—
Greatest Appropriation Ever Voted in Peace Time
~—Would Add 16,000 Men and 1,300 Officers to Army

The Senate on March 23 approved the War Department
Appropriation Bill by a vote of 53 to 12. Approval by the
House on Feb. 14 was noted in our issue of Feb. 22, page
1218. The measure, containing a total of $611,3€2,604,
represents the largest expenditure for the country’s military
establishment ever proposed in time of peace. The Senate
added $66,136,286 to the $545,226,318 voted by the House.
The measure plans the expenditure of $33,521,599 more for
the army for military purposes than was voted for the current
fiscal year. Most of this money would be used to increase

" the size of the army by 15,000 men and 1,300 officers, pro-
viding for their pay, subs1stence, transportatxon hospltahza.-
tion and similar items.

It was revealed on March 22 that President Roosevelt had
approved a plan for strengthening the army’s air power by
providing active duty for 1,350 Air Corps reserve officers,
thus virtually doubling the present effective officer personnel
for aviation. A Washington dispatech of March 22 to the
New York “Herald Tribune’’ described this proposal as
follows:

A letter from George H. Dern, Secretary of War, to Joseph W. Bryns,
Speaker of the House, disclosed to-day that the President and the Budget:
Bureau have indorsed the program as incorporated in a bill offered in the
Senate last week by Senator Morris Sheppard (Dem.) of Texas. Under the
proposal Air Corps reservists who serve on active duty for at least three
years will be given a bonus of $500 each when returning to civil life.

Pilots Quickly Lost

At present the law authorizes 1,650 regular and 550 reserve officers,
but the limitations made by available appropriations hold the Air Corps to
1,388 regular and 300 reserve officers. The small group of reserves at
present on duty get only one or two years of service after training as pilots.
Scretary Dern pointed out in his letter that the government under this
system is losing its pilots as soon as they reach the peak of efficiency and the
rapid turnover retards tactical flying operations.

" Mr. Dern said the increase in the officer strength of the Air Corps was
necessary to man the projected future force of 1,800 Army planes. The
increase of reserves would provide for only 1,648 planes for the time being,
but the Secretary believes the personnel he proposes would be sufficient
for the next three years.

‘We also quote from a Washington dispatch of March 23
to the New York “Times’’ regarding Senate approval of the
War. Department measure:

Non-military expenditures for mnavigation and flood control projects
are increased from $71.718,050 voted for the current year, to $226,662,985.
The Senate added $58,132,000 in miscellaneous rivers and harbors projects
which the House had rejected.

By a roll-call vote of 36 to 35, the Senate declined to reconsider its ex-
clusion of the $12,000,000 appropriation sought by Senator Fletcher to
continue work on the Florida ship canal, which has been started by an
allocation by President Roosevelt from work relief funds.

g Bars Curb on Plane Profits

‘Without a record vote the Senate also refused to reconsider its eimi-
nation from the bill of the House limitation of 109, profits for suppliers of
airplanes and ordnance. S8enator Frazier had attempted for several days
to get the provision reinserted after the Appropriations Committee had
stricken it out.

Of the appropriations for rivers and harbors which the Senate added
to the bill, $50,000,000 would be spent on projects to be selected out of a
list recommended by army engineers to a total of $150,000,000. A number
of the projects which the engineers have classified as justified for immediate
execution are located in the vicinity of New York City.

. ——————

Senate Passes Agricultural Department Appropriation
Bill—Adds $40,000,000 to Amount Allocated by
House—$205,000,000 Measure Goes to Conference

The Senate on Ma,rch 24 passed the annual Agricultural
Department Appropriation Bill, and sent the measure to
conference with the House, whlch approved it on Feb. 28,
as recorded in the “Chronicle’’ of March 7, page 1567. The
Senate, which passed the bill without a record vote, added
almost 340 000,000 to the amount approved by the House,
bringing the total to approximately $205,000,000. The
Senate has thus increased regular supply measures for ‘the
Agriculture, Interior, War and Treasury-Post Office Depart-
ments by an aggregate of $153,733,980.05 over the sums
appropriated by the House. The prmelpal Senate increases
in the Agricultural Department Appropriation Bill were
$10,000,000 for soil conservation and flood prevention work,
$10,000, 1000 for the purchase of new timber lands for the
forest service, and $7,728,000 for the eradication of cattle
diseases.

A Washmgton dispatch of March 24 to the New York
“Times’’ discussed the Senate action on this measure as
follows:

The other departmental appropriation measures have been returned for
concurrence and the final amounts reached by conference cominittees will
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probably be somewhat less than voted by the Senate, but greater than the
House originally thought sufficient.

The Senate has increased the totals for the four departments to $1,935.-
728,554.05, whereas the estimates of the Bureau of the Budget called for
only $1,916,308,199.75, making the Senate more generous than the Director
of the Budget by $19,420,354.30.

In the Independent Offices Bill, the first regular supply bill to be enacted,
the Senate added $2,010,007,100 to the House provision, but: this was
almost entirely accounted for by the necessity which arose after the House
passed the bill of providing funds for the veterans’ bonus and for the farm
benefits to replace those paid out of processing taxes invalidated by the
Supreme Court.

It also added $15,383,313.56 to the First Deficiency Bill, which was
passed early in the session, and the conference committee chopped off only
$292,899.90 of the Senate’s added items.

If the same procedure is followed with the four regular bills the Senate
has passed, it is possible that the budget estimates will be slightly exceeded,
a development which President Roosevelt has indicated he is most anxious

to avoid.
—_——

House Passes Pettengill Bill to Repeal Long-and-Short
Haul Clause of Interstate Commerce Act—Repeal
Opposed by Shippers and ICC

By a vote of 215 to 41, the House on March 24 passed the
Pettengill bill to repeal the long-and-short haul clause
(fourth section) = of the Interstate Commerce Act. On
March 20 the House agreed, by a vote of 155 to 30, to give
the legislation immediate consideration, according to the
Washington bureau of the New York “Journal of Com-
merce,” whose advices, March 20, also said, in part:

The House voted to make the controversial bill the special order of
business at this time after only an hour’s debate, during which vicious
attacks were launched by its opponents, claiming its passage will mean
destruction of water carriers and the Panama Canal.

The rule under which the bill is being considered calls for five hours
of debate, and in view of the week-end adjournment taken by the House
late to-day, final vote is not expected before Tuesday.

The large majority vote given the rule enabling the bill to be called
up at this time would indicate that the measure will be passed by the
House by an equally large vote. Opponents said, however, that the fight
has just begun, and predicted that if passed at all it will be only by the
narrowest of margins. Although the Interstate Commerce Commission is
opposed to the bill, Administration leaders are taking no part in the fight.

Giving evidence of a wide split in party ranks over the bill, members
on both sides of the House praised and condemned the measure during the
several hours devoted to its consideration to-day.

While its proponents said that the bill is to enable the raﬂronds to com-
pete on an equal basis with water and motor carriers for long-haul freight,
opponents charged that its passage could only mean destruction of coast-
wise shipping and increased freight rates on short-haul traffic between
interior points.

“Make no mistake about it,” Representative Cox (Dem., Ga.) told the
House, “purpose of this bill is to kill off water carriers. If the policy of
Congress in the past to build up water transportation was sound then
this bill is bad.”

In a counter-attack, Repreeentatwe Harlon (Dem., Ohio) said: “It is
nothing more than an attempt to bring about fair play and equalize com-
petition between the railroads and their competitors.”

In its account of the passage of the bill by the House, a
dispatch from Washington, March 24, to the New York
“Times” said:

The bill now goes to the Senate, where its friends predict its passage,
while opponents say it will be defeated.

Backed by the railroads and organized labor, the bill would allow the
roads to reduce charges on long hauls below the aggregate charges between
the intermediate points, a practice forbidden by present law. -This part
of the Fourth Section has been attacked by the railroads for years.

Opposition to-day largely echoed protests of shipping interests and was
led by Representative Bland of Virginia, Chairman of the Committee on
Merchant Marine and Fisheries.

Representatives of the intermediate points came to his aid with warnings
that reductions on long hauls could only mean cut-throat competition, with
consequent return to railroad monopoly and eventual raising of all railroad
freight charges.

Opponents of the bill also asserted that the loss in revenue on long hauls
could only be made up to the roads by higher rates on intermediate trans-
portation.

The bill was also opposed by the ICC.

The House struck down amendment after amendment designed to. limit
the drastic repealing effects of the bill. Most important of these .was one
by Representative Holmes of Massachusetts, which proposed a change in the
bill go as to provide for justification of the new rates by the roads instead
of allowing them to set rates which would be effective until the ICC acted
after hearings on the complaints of shippers. -

According to Mr. Holmes and other opponents of the bill, it will have
the effect of forcing all small towns and shippers to hire lawyers and
experts to watch their inteests with regard to rates before the ICC.

Supporters of the bill, led by Represfzntative Pettengill of Indiana, its
author, cited increased competition by air, road and water which the rail-
roads are forced to meet, and assured the House that bus and truck com-
petition on short hauls was so intensive that no fear of increased short-haul
rates need be entertained.

They pointed out that the competing forms of transportation had no
Fourth Section regulations with which to contend,

The bill's backers also referred to unanimous support of the measure
by rail unions.

The efforts to prevent a record vote were designed to avoid placing any
members “on a spot’” in connection with the bill, which represents a funda-
mental change in governmental policy on regulation of railroads. How-
ever, their action was taken only after Senate leaders had predicted the
bill would not pass that body.

On March 2, when the House Rules Committee reported
out a rule on the measure under which five hours’ general
debate, preceded by an hour on the rule itself, was allowed,
it was stated in Associated Press accounts from Washing-
ton that the exhaustive committee hearings on the bill, in-
cluding testimony by [ransportation Co-ordinator Joseph B.
Eastman, were described‘ by Chairman. O’Connor, Democrat
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of New York, as the most prolonged ever allowed by the
Rules Committee,

The assertion that unless the section in question is re-
tained irreparable damage will be done to the Atlantic sea-
board, as well as to the American Merchant Marine was
made in a letter addressed by Walter H. Brusche, traffic
expert, to New York and New Jersey members of Congress,
made public on March 18. We quote from the New York
“Herald Tribune” of March 19, which also said:

The letter vigorously assailed the Pettengill bill, which proposes to repeal
the long-and-short-haul clause of the Act.

Mr. Brusche, who is assistant traffic manager of the Merchants Associa-
tion of New York and Chairman of the Legislative Committee of the
Shippers Conference of Greater New York, was recently authorized by the
latter organization to write to Representatives in Washington and urge
them to vote against the measure.

In his letter Mr. Brusche charged that the Pettengill bill is intended to
open up Pacific Coast markets to Mid-Western manufacturers and shippers,
who advocate repeal of the Fourth Scction so that they can obtain “de-
pressed”’ rail rates comparable to those applicable to the Atlantic seaboard
by water transportation. :

“The competitive interior area and :the rail lines are trying, through
legislative fiat, to obtain the natural advantages of competitive areas which
have water transportation,” Mr. Brusche said. “Instead of sound and long-
established principles that freight rates be based on the cost of service, a
new theory is advanced that rates be adjusted so as to offset geographical
handicaps in reaching certain markets.

“If this clause is not retained irreparable damage will be done to several
parts of the country which are afforded water transportation, especially
in the case of the Atlantic seaboard as well as to the merchant marine
which we are eo earnestly trying to. develop. In destroying water compe-
tition as is here contemplated it would destroy not only the Transportation
Act of 1920 but also the spirit of the Panama Canal Act.”

Representative Pettengill was to have addressed the
Traffic Club of New York on March 19 in defense of his
bill, but in his absence George C. Lucas, Vice-President of
the National Publishers Association, spoke in support of the
bill, according to the “Times” of March 20, which, in part,
said: 4 :

Mr. Lucas explained that he spoke as he believed Mr. Pettengill would
have spoken, and in advancing his argument in support of the bill fre-
quently tempered it by crediting his points to proponents of the measure.
He gave it his personal endorsement, however, in the following statement:

“It is undoubtedly true that it would give the railroads what they claim
would be a fair deal in permitting them to meet this water competition

. where it actually exists and by this help to the railroads themselves the
shippers would be benefited. o

*And it would tend toward the further building up of the interior terri-
tory of the country which has been neglected, as evidenced by the con-
tinued increase in the proportion of our population and industries within
the 50-mile zone along the coasts.” . . .

Mr. Lucas pointed out that the railroads had lost heavily in traffic to
water lines since the Panama Canal has been in operation, although the
Transportation Act of 1920 declared it the policy- of Congress ‘to foster

“and preserve in full vigor both rail and water transportation.” The effect
of this loss has been disastrous to the railroads, he said, resulting in heavy
decreases in employment and expenditures to other industries.

In the last seven years, he said, the railroads’ employees have dropped
from 1,600,000 to 1,000,000, affecting the nation all along the routes
served by the roads, and the operating revenues of Class I roads dropped
from $6,280,000,000 in 1929 to $3,271,000,000 in 1934. A general decrease
in purchases by the railroads as between 1923 and 1934 totaled nearly
$2,000,000,000, he said.

The Mazimum Investment

The maximum of investment by the intercoastal water lines, said Mr.
Lucas, would be $127,500,000 as against $26,126,000,000 by the railroads.
The contributions of the railroads in taxes total 8c. out of every dollar of
gross revenue as against 1.5¢. by the ship lines, he added. With water
lines and motor trucks cutting into the freight once carried by the rail-
roads, Mr. Lucas declared, the financial position of the rail group has been
weakened.

Shippers should desire a strong rail system for their own use and as
an adjunct to national defense in case of damage to the Panama Canal, Mr.
Lucas continued.. The elimination of the Fourth Section of the Commerce
Act would help build this system, he said, and other provisions which
would remain in the Act would protect shippers against unduly high rates
on rail freight. The interests of shippers also would benefit in that real
competition between the rail and water: groups would again be made
possible and service thus improved, he predicted.

——

House Amends Bill Passed By Senate to Extend Until
April 1, 1937 Provisions of .Title I of National
Housing Act Affecting Housing Renovation and
Modernization—Federal Housing Program Agreed
on at White House Conference

Under a bill passed by the Senate on March 24 without a
record vote, amendment is made to Title I of the National
Housing Act (providing for renovation and modernization
loans) so as to extend from April 11936 to April 1 1937 the
power of the Federal Housing Administrator to insure loans
for alterations and repairs on real property. In amended
form the House passed the bill on March 26; in a dispatch
from Washington on that date to the New York “Times’’ it
was stated that the principal difference between the bill sent
to the Senate that night and one already passed by that
body, is that the House measure was drafte(f to allow flood
sufferers to borrow as much as $2,000 with which to build
new houses in which to live until they are able to finance
better homes. It was also stated in the dispateh that the
maximum for a loan on improved commercial property was
coninued at $50,000 instead of $25,000 suggested by the
Banking and Currency Committee. Under the National
Housing Act as passed by Congress and signed by President
Roosevelt on June 27 1934 (given in our issue of July 14,
1934, page 177) the time limit for the authorization of loans
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was fixed as Jan. 1, 1936. In a bill amending the Housing
Act, the Home Owners’ Loan Act and the Federal Home
Loan Bank Aect, signed by President Roosevelt on May 28
1935, the limit of period for making insured modernization
loans was extended (in Section 28) from Jan. 1 1936 to
April 1 1936. Reference to the provisions of the Act signed
by the President on May 28 1935 was made in our issue of
June 8 1935, pages 3808-3811. Indicating the purpose of the
bill passed by the Senate on March 24, Senator Bulkley had
the following to say in the Senate discussion of the bill on
that date: ;

The primary purpose of the bill is to extend for one year the operation
of Title I of the National Housing Act, providing for the so-called renova-
tion loans. Under existing law the authority to make those loans will
expire April 1, and the bill as reported from the committee proposes to
extend that time until April 1 1937.

Some $315,000,000 has been thus far insured under this title, creating a
government liability of something over $60,000,000. It is proposed by
the bill to reduce the amount of insurance from 20% of the loan to 10%
of the loan. It is proposed to reduce the total amount available for insur-
ance in the hands of the Administrator from $200,000,000 to $100,000,000.
Inasmuch as more than $60,000,000 has already been committed, this will
leave only about $40,000,000 more available for the Administrator. How-
ever, with theliability reduced from 20 to 10% , the remaining $40,000,000
will make available about $400,000,000 of additional insurance, which is
more than the total amount of insurance that has been writtén up to date.

There are two or three minor amendments proposed. The bill would
restrict the loans to owners of real property or tenants having leases for
not less than one year. It would facilitate the handling by the Adminis-
trator of claims acquired against borrowers. ' It would make it unnecessary
for those claims to be handled through the Procurement Division of the
Treasury.

Early in the month it was stated in press accounts from
‘Washington that the general principles of a Federal housing
program, to include aid for the construction of low-cost
housing and for slum clearance, as well as machinery for the
acceleration of private building, had been agreed upon.
According to Washington advices March 16 to the New
York “Times,” this lwas revealed by Stewart MeDonald,
Federal Housing Administrator, after a White House con-
ference. In part, the “Times’ account added: :

In addition to the President and Mr. McDonald, there were present
John H. Fahey, Home Owners Loan Corporation Chairman; Marriner S.
Eccles, Governor of the Board of Governors of the Federal Reserve System;-
Peter Grimm, Treasury Housing Co-ordinator (since resigned); Herbert
Gaston, special assistant to Secretary Morgenthau; J. M. Daiger, a Federal
Reserve official, and Frederic A. Delano, Chairman of the Central Housing
Committee.

Federal financial aid for the slum clearance part of the program would
be held to a minimum, Mr. McDonald indicated. From other sources it
was learned that while the method of financing low-cost housing has not
been finally agreed upon, it will not consist of outright Federal grants.
Bonds or mortgages will be issued to finance the undertakings, it is under-
stood.

. A final legislative draft should be ready ‘‘by the time the President gets
back from his Florida trip,”’ Mr. McDonald remarked, and be introduced
in Congress soon thereafter. =

““The program will not involve the creation of any new Federal agencies,”’
Mr. McDonald said. “It will be carried out through the various Govern-
ment housing organizations now in existence.'

—_—————

Tax Program Ready for Open Hearings—House Ways -
and Means Committee Approves Plan to Tax Un-
distributed Corporate Surpluses—Processing Taxes
Eliminated—Banks and Insurances Companies
Exempt .

The House Ways and Means Committee on March 26 ap-
proved a tax program formulated by a subcommittee as a
basis for open hearings which are scheduled to begin next
Monday March 30. The report contains recommendations
for a new form of corporation tax, based on percentages of
net income held in reserves, designed to yield additional
revenue of $799,000,000 for the next fiscal year, with a per-
manent annual yield eventually of $616,000,000. In his tax
message President Roosevelt had called for legislation to
yield additional annual revenue of $792,000,000 for the first
3 years. and $620,000,000 permanently thereafter. The
newly drafted proposals call for a 90% ‘windfall”’ tax on
“unjust enrichment occurring as a result of non-payment’ of
old Agricultural Adjustment Administration processing taxes.:
Although President Roosevelt had suggested the enactment
of new processing taxes, these are not provided in the report.

Following the completion of the draft of proposal taxation
the sub committee under the Chairmanship of Representa-
tive Hill, the proposals were discussed in a radio address on
March 26 by Representative Doughton, Chairman of .the
House Ways and Means Committee. As to Mr. Doughton's
remarks, the Washington correspondent of the New York
“Journal of Commerce’ said in part: _

In a radio address to-night the proposed plan was lauded by Chairman
Doughton as designed to correct injustices in the present tax structure.
He pointed out that, since the original income tax law was passed in 1913,
the tax on personal incomes has been based on the sound principle of ability
to pay and benefits received. On the other hand, he contended, the cor-
poration income tax system gives small recognition to that formula.

‘““There are many corporations which distribute practically all their in-
come in annual dividends and their stockholders are being unduly penalized
at the present time.” Doughton said. ‘‘A larger proportion of their earn-
ings is being taken for taxes than is just or reasonable.

‘““But there is a huge and unfair advantage in the present system to a
relatively small number of persons. There are those whose incomes are in
the high brackets or would be, if they received all their corporation earnings
regularly.

‘‘Under the present system, only a small proportion of their corporation
earnings are paid to them in dividends, because it is to their interest not to
receive them and they are able to control the dividend policies of the cor-
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poratixns in which they have their money. Thus they escape the high sur-
taxes which they would have to pay if their incomes were from other sources
than corporations.

*“This is the one great big leak and the greatest single unfairness in our
tax system. How great it is may be seen from the fact that it is estimated
that more than $4,000,000,000 of corporation earnings of the calendar year
1936 will be withheld by corporations from their stockholders, a sum much
greater than all the dividends that will be paid by corporations out of this
Year's earnings.”’

. Mr. Doughton declared that “any general increase in the
individual income tax rates at this time would be premature
and unwise.”, According ‘to the account from which we
quote, which also said: i

Representative Allen T. Treadway, Massachusetts, ranking Republican
member of the Ways and Means Committee, expressed the ‘‘hope that tax
payers of the country will be heard from the Atlantic to the Pacific without
fear of intimidation.” He branded the subcommittee suggestions as ‘‘politi-
cal camouflage.’’

*“The Democratic party,’” he asserted, ‘‘does not dare face its tax problem
in manlike fashion, but wants to continue the worn out expression ‘soak
the rich.’ § 3

‘‘Instead of doing that, this measure indirectly soaks the poor in the worst
fashion of any suggested bill that has ever been before the country.””

From the dispatech March 26 from Washington to the New
York “Times” we take the following:

The subcommittee’s report was largely a detailed explanation of pro-
visions which it had agreed should go into the new tax bill. Chairman Hill
had anuounced them from day to day during the subcommittee's survey
of the President’s plan. It contained but few major features which had not
already been published.

In one of these hitherto unrevealed provisions, the subcommittee pro-
posed that railroads should obtain a slight concession in the undistributed
profits tax by permitting them to continue to file consolidated returns for
themselves and subsidiaries.

The carriers would not obtain any preferential in the rate of tax, however,
as was recommended for banks and insurance companies, except these in
receivership. If a parent railway corporation were in receivership, the entire
affiliated group would be taxed at a rate recommended for other corporations
in like circumstances (15% flat on the basis of total net income). A single
affiliate member in receivership would not receive such preferential treat-
ment.

There was considerable question among committee members as to whether
railroads would pay more or less tax under the new arrangement than they
pay to-day.

Administration Plan Changed

In its treatment of the undistributed corporate profits tax, the subcom-

ittee's report retained the substance but not the form suggested by the
President and subsequently recommended in detail by Treasury officials.

The President had recommended that a graduated tax be levied on that
Dart of income which a corporation did not distribute in dividends but with-
held as undivided profits. His proposal was that the graduated rates should
average about 33 1-3. . . . I

The basic principle, as enunciated by the President, was to tax all corpor=
ate net income alike. whether held as undivided profits or received by in-
dividuals in dividends. ’

In the report adopted by the committee to-day as a basis for further con-

sideration of the subject, this proposal was considerably altered. :
- In the first place, the basis of the tax was changed so that it would be
levied on the whole net income of a corporation and not exclusively on the
amount withheld from dividends, but at a rate to be determined by the per-
centage of income so withheld. Thissystem of rates was calculated to bring
about a further alteration in the President’s plan, whereby corporations
would be induced to build up limited reserves to *‘cushion” themselves
against future business reverses.

Two Classes of Corporations

Under the proposal for applying the new corporate tax as it now stands,
companies would be divided into two classes, those with net incomes of
$10,000 or less and those with net incomes of more than $10,000. They
would shift from one group to another accordingly as their net income went
above or below the $10,000 figure. :

On the first class of corporations, the tax rate would vary from 19 of total
net income, levied on the basis of the first 10% held as undivided profits, up
to 29.7%, based on 70.3% of undivided profits.

‘Corporations in the second group would be taxed at rates ranging from
4% to 4234 % of their total net income, based on undistributed profits rang-
ing from 10 to 5734 %.

The subcommittee proposed in its report that corporations of an “inter-
mediate’” net income class, say from $10,000 to $20.000, be allowed to use
a combination of the rates applicable to both classifications, thus giving
them a slight preferential in their total tax payments.

. The report recommended, as already disclosed, that banks be exempted
from the undistributed profits taxes, and be treated separately with flat rate
of 15% on all total net income without regard to distribution.

The subcommittee left to the full committee the question as to whether
dividends paid by banks to shareholders should be treated under the present
law, where they are subject only to surtaxes. or be fully taxable as proposed
in the new plan for dividends distributed by other corporations.

Insurance Companies Ezempt

The subcommittee also proposed that insurance companies, including
mutual and stock companies, foreign and domestic, receive the same treat-
ment as the banks, except that foreign insurance companies, other than life
and other mutuals, be subject to a rate of 2214 % on total net earnings with=~
out regard to undistributed income. , . .

-As already suggested, the subcommittee recommended that corporations
in receivership be treated separately and subject to a flat tax of 15% on an-
nual net taxable income, rather than to the new rates on undistributed
profits.

An exception was recommended also for foreign corporations which,
under the subcommittee's proposal, would be taxed in the future at a flat in-
come tax rate of 2234 %,.

The subcommittee agreed substantially to the President’s recommenda~
tion that existing corporate tax laws be repealed and supplanted in their
entirety by the new system. It proposed a delayed repeal of the capital stock
and excess profits levies, however, hoping to gather about $83,000,000 from
corporations for the calendar year 1936, in addition to the expected exac~
tions of the new plan. . The new plan would be operative for the full taxable
year of 1936 to incomes which must bereported on or before March 15 1937.

AsS o the Present Ezemptions

~ The report also recommended repeal of the present exemption of cor-
perate dividends to normal income levies in the hands of individuals, and
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deletion of the present partial exemption”of intercorporate dividends to
regular taxation. = pew. v Pegi f

The subcommittee proposed that dividends paid out of earnings accumu-
lated prior to enactment of the new act be taxed fully as dividends when
distributed into the hands of shareholders, just as in the case of the distribu-
tion of future earnings. It also recommended that no exemption from tax on
the shareholder be given to dividends declared out of earnings of future
years on which a corporation has paid taxes under the new plan.

The report, contained a special recommendation for relief for the corpora-
tion which, while having taxable net income for a given year, lacks sufficient
accumulated earnings at the close of the year with which to distribute its
taxable income in the form of dividends. This might readily occur with cor-
Porations seeking to make up for previous losses, and, in doing so, using up
its net income as it is earned from month to month, |

The subcommittee suggested treatment of such a case as foilows: If the
accumulated earnings of a corporation at the close of the taxable year (com-
Puted without diminution by reason of the distribution of earnings during
the year) are less than the net taxable income which either must be dis-
tributed.or taxed as undivided profits, the tax shall be according to the
following schedule:

(a) 2234% of the excess of the net taxable income over the accumulated
earnings and profits then in hand.

(b) A tax upon the remainder of the taxable income computed according
to the full force of the undistributed corporate profits tax.

Rate in Contract Cases

The subcommittee also recommended that a flat 2214 % rate be applied
to corporations which might be bound by contracts, made prior to Jan. 1
1936, not to pay out any part of its earnings in dividends. The preferential
rate would apply only to that part of the income which was held as undivided
under the contract.

The subcommittee suggested also that, in wiping the slate clean of exist-
Ing corporate taxes, the punitive levy on personal holding companies
(Section 351 of the Revenue Act of 1934), and the special tax on improper
accumulations of corporate surplus_(Section 102), be repealed.

Regarding the “windfall tax”” the Washington advices
March 26 to the New York ‘“‘Herald Tribune” said:

The scheme devised to set up a “‘windfall tax,'* as contained in the House
subcommittee report is unusual. It would be applicable to two classes of
persons: ‘“Those who were supposedly liable for the tax and shifted its
burden to others, but who did not pay the tax or who paid it and obtained
a refund"’ and “dealers who included the amount of a Federal excise tax in
the price of goods sold by them but who were subsequently reimbursed by
their venders for the amount of the tax.'

The subcommittee on March 25 had rejected the proposed
temporary processing’ taxes and all other types of excise
levies. A previous reference to the action of the subcom-
mittee appeared in these columns March 21, page 1914.

——————er

Senate Group Favorably Reports Nomination of Lamar
Hardy as United States District Attorney for
— Southern District of New York :

The nomination of Lamar Hardy as United States Distriote
Attorney for the Southern District of New York was favor-
ably reported to the Senate for conformation on March 23
by the Senate Judiciary Committee. In approving the
nomination, the Judiciary Committee accepted the report of
& special sub-committee which had conducted hearings on
the nomination. Mr. Hardy was named for the post by
President Roosevelt on Nov. 15. In reporting the action of
the Judiciary Committee on March 23, %Vashington advices,
that day, to the New York “Times’’ of March 24, said:

Strong opposition to the confirmation was expressed two weeks ago
before a special sub-committee by New York lawyers on} behalf of the
New York City Bar Association. The Acting] District-Attorney’s former
connection with the State Title & Mortgage Co. was advanced as the prin-
cipal reason for opposing his confirmation.

George Gordon Battle, Max D. Steuer and other New] York lawyers
appeared in Mr. Hardy's favor, however, and Senators ‘Wagner, and Cope-
land (of New York), both declared themselves in his favor.

Regarding the report of the sub-committee of the Senate
Judiciary Committee, advices from Washington, March 23,
to the New York “Herald Tribune’’ of March 24, had the
following to say:

The report absolved Mr. Hardy of all blame for the State Title & Mort-
gage Co.’s troubles. It pointed out that he had resigned from his position
with the concern in 1931, before the difficulty was known, and it argued
that Mr. Hardy was never an active executive.

The report also pooh-poohed the failure of the Bar Association to indorse
Mr. Hardy as of little meaning. . . . Finally, the point was made that
Walter Brower, a special assistant to the Attorney-General, already is
handling the guaranteed mortgage cases. The report concluded:

‘“Your_sub-committee does not feel that his affiliation with the State
Totle & Mortgage Co., as set out hereinbefore, is the subject of criticism
nor that such affiliation will weaken public confidence in him as United
States Attorney for the Southern District of New York.

‘‘Upon the contrary, all the evidence shows he is eminently qualified to
perform the high duties of that office and that he possesses the confidence
of the Bar and community in which he resides.”

PR S —

SEC Restrained by Federal Court of Appeals in Phila=
delphia from Disclosing Salary Data and Other
“Confidential Information’’ of 38 Companies Pend-
ing Hearing on Validity of Securities Exchange Act

_ of 1934 o RS )

The United States Circuit Court of Appeals in Philadelphia
on March 26 issued orders restraining the Securities and

Exchange Commission from making public data on salaries

of officers, directors or employees of the National Biscuit Co.,

the P. Lorillard Co. and Congoleum-Nairn, Ine. The orders,
signed by Judge Joseph Buffington, also restrained the

Commission from disclosing other “confidential information’’

in its possession pending a hearing on the constitutionality

of the Securities Exchange Act of 1934. In Philadelphia

advices, March 26, to the New York “Times’’ of March 27,

it was stated:
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The bench directed, further, thatTthe clerkYof the court impound the
records, of proceedings before the Commission in the three cases which
contain the “confidential information.” These data willgnet,  be made
available to the public unless the court gives permission. g g

SEC Claimed *Public Interest'"

The restraining orders were issued late in the day after the three corpora-
tions had appealed to the Circuit Court from rulings made by the com-
mission in January. The SEC held that the *confidential information’
which the companies had submitted under protest was of “public interest’’
and -would be disclosed in connection with efforts of the commission to
supervise the capital stock structures of large corporations.

There was no argument nor was there any ceremony connected with the
issuance of the restraining orders, which Judge Buffington signed without
comment.

The appeals were similar to many others filed in Circuit Courts elsewhere
in' the country. They attacked the Securities Exchange Act as uncon-
stitutional and charged that the disclosure of salary lists, cost sheets, profit
data, contracts and other intimate details of private business would be
seized upon by competitors with disastrous results to certain of the cor-
porations involved. :

—eme

Judge Barnes in Federal Court in Chicago Holds
Wagner National Labor Relations Act Unconsti-
tutional—Issues Preliminary Injunction Against
NLRB In Action of Bendix Products Corporation

The National Labor Relations Act was declared entirely un-
constitutional in a decision Mar. 24 by Judge John P. Barnes
in the Federal District Court of Chicago. Judge Barnes is-
sued a preliminary injunetion restraining the National Labor
Relations Board from ordering an_election among employees
of the Bendix Products Corp. of South Bend, Ill. The de~
cision, which is more sweeping than any court opinions pre-
viously given on the measure, said that “the whole Aet is un-
constitutional and void.”” Judge Barnes held that the Act
cannot be sustained under the commeree clause of the Con-
stitution, and he also ruled that it violates the Tenth

. Amendment, ‘‘as an invasion of the eontrol over purely local
affairs thereby reserved to the States and to the people.”’
He contended that the Aet would, in effect, deprive the em-
ployer of the right to bargain at all with employees.

The Chicago “Journal of Commerce’” of March 25 sum-

marized the decision as follows:
~ The Labor Relations Board had ordered an election after a dispute be-
tween two groups of Bendix employes—Local No. 9 of the International
Auto Workers of America and the Bendix Employes’ Association. FEach
group claimed 2,500 members.
w The corporation, a subsidiary of the Bendix Aviation Corporation, had
petitioned for the injunction on the ground it is engaged in intrastate
commerce. i

Ruling Thought Sweeping

Judge Barnes' view of the Act, it is believed, is the most sweeping of sev-
eral court rulings throughout the country. Similar restraining orders have
been issued in other jurisdictions to halt interference by the labor board
with industrial relations. Federal Judge Woodward in Chicago a month ago
issued three preliminary injunctions against action under the ‘Wagner Act.

‘“The National Labor Relations Act,”” Judge Barnes stated in his memo-
randum, “'if it be so construed as to warrant interference with control of
plaintiff’s relation with its production employes cannot be sustained as
valid legislation under the commerce clause, and is in violation of the tenth
amendment as an invasion of the control over purely local affairs reserved
to the states and the people.”

The Wagner Act would, in effect, deprive the employer of any right of
bargaining with his employes at all, leaving injunction the only legal
remedy available, ruled the jurist who continued:

“If A is compelled to negotiate with B and must contract, but B is not
only free from compulsion but is expressly informed that he is at liberty to
reject any proposal of A, that which A does in pursuance of the compulsion
cannot properly be called bargaining. A has lost his freedom of contract.
These are property rights and the plaintiff is deprived thereof without due
process of law in violation of the fifth amendment to the constitution.

Could Not Deal Freely

“'If, instead of a proposal for a chance in ‘conditions of employment,’ we
substitute a proposal for change of ‘pay, wages, or hours of employment,’
we find the plaintiff forced into compulsory unilateral arbitration and with-
out due process of law deprived of property—the right to deal freely with
each other and all of his employes.

‘“Fhe combination of majority rule and compulsory unilateral arbitration
are the heart of the Act. Take them out and there is no life left. Accord-
ingly, it is concluded that the whole Act is unconstitutional and void."

Employers even could be forced to bargain on closed shop agreements,
Judge Barnes commented; representatives of employes could arbitrarily re-
Jject any suggestions of employers and employes could be forced to join a
particular union or lose their jobs.

——————

Federal Court in New York City Rules Presidential
Embargo on Arms Shipments to Belligerents Is
Void—Judge Byers Declares Congress . Has' No
Right to Delegate Authority—Government to
Appeal

Congress has no power to authorize the President to forbid
the shipment of arms and munitions to belligerent Nations,
according to a ruling on March 25 by Federal Judge Mortimer

W. Byers of New York City, who declared that President

Roosevelt’s proclamation of May 28 1934, outlawing the

shipment of arms to Bolivia or Paraguay, then at war, was

unconstitutional. The decision was rendered on a demurrer
filed by George Z. Medalie, counsel for the Curtiss-Wright

Export Corp., to an indictment charging the defendant and

others with violation of the President’s neutrality proclama-

tion. Martin Conboy, assistant to the Artotney General,
said on March 25 that he would recommend that an appeal
be taken to the United States Circuit Court.

The New York “Times” of March 26 outlined the ruling

as follows: S

The Congressional resolution, adopted on May 28 1934, empowered the

President to proclaim an arms embargo if in his opinion such an act would
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tend to re-establish peace between Bolivia and Paraguay. Violation of the
embargo was charged against the defendants,

Another count in the indictment, which has not been upset, charges that
the defendants conspired to defraud the government of its right to ad-
minister export regulations.

It was charged that the Curtiss-Wright Export Corporation, the Curtiss-
Aeroplane and Motor Company, the Barr Shipping Corporation, John 8.
Allard, Vice President of the export corporation; Clarence W. ‘Wenster,
South American representative of Curtiss-Wright; Samuel J. Abelow, ship-
ping clerk and Robert R. Barr, President of the shipping corporation, con-
spired to sell and ship arms and munitions to Bolivia.

The Court decided that the President, who voided his proclamation when
the Gran Chaco War ended, had received improper authority to act on the
basis of his own opinion rather than upon a Congressional inquiry and
determioation of facts. 5 :

Schechter Case Is Cited

Judge Byers noted that in view of the Supreme Court decision in the

Schechter case there was a clear line of demarcation between “‘the true find-

ing of facts and the formulation of an opinion concerning future possi-
bilities."”

He noted that the resolution purported to empower the President to make
up the “legislative mind about the law,’ and that this was apparently done
without giving a hearing to any one. Congress, itself, Judge Byers held,
might have discovered, after conducting a hearing, that the pelligerents
could have purchased arms from other countries.

*'It is conceived,” Judge Byers wrote, ‘‘that it is the opinion of Congress
alone to conclude whether a given law will work."

The Federal grand jury which handed up the indictment is continuing its
investigation of activities which allegedly violated provisions of the Presi-
dential embargo. Other indictments are expected to be filed.

s

Formation of Petroleum Conservation Division
United States Department of Interior to Assist
Administering Connally Oil Control Bill

The United States Department of the Interior, at Wash-
ington, issued, on March 14, an order in which it was
stated that ‘“effective April 1 1936 there is hereby set up
under the Office of the Secretary of Petroleum Conservation
Division, under the immediate charge of a Director.” The
Division will assist the Secretary of the Interior in adminis-
‘tering the Connally oil control bill, _enacted in February
1935 for the purpose of prohibiting “hot oil” shipments. The
order of the Interior Department said that the Division,
under the Secretary’s direction, is- authorized to “discuss
the work of any agency dealing with oil and gas, recomniend
action on any case brought to its attention, co-ordinate in-
‘formation, and, through appropriate channels, act as the
contact agency with the Interstate Oil Compact Commission,
present required data to the Congress, attend oil and gas
conferences in which the Department is interested, co-oper-
ate with the oil producing States in the study of physical
waste and the enactment of uniform oil and gas conservation
laws, and contact other departments of the government
whose work deals in any measure with oil and gas.”

The text of the Connally oil control bill was given in the
“Chronicle” of March 30 1935, page 2105.

——————

Report to President Roosevelt Urges Withdrawal of
Government From Competition With Private
Industry

Declaring that ‘“‘the expansion of Government function
into fields of private competitive enterprise’’ has been “a
disturbing element in the Nation’s business,’’ a report of the .
Committee on Government Competition With Private
Enterprise, submitted to President Roosevelt, urges Govern-
ment withdrawal from such competition, except for National
defense, the Conservation of Natural Resources, or in cases
where private industry’“fails to render a service necessary
for the general welfare.”” Announcement of the Committee’s
conclusions, according to a Washington dispatch March 26
to the New York “Times’’ was made by George L. Berry,
Co-ordinator of Industrial Co-operation. In its conclusions
(vo quote further from the ‘“Times’’ dis(ﬁatch) the Committee
contends that “the Government expenditures will be reduced
and revenue increased if the Government withdraws from
Competition with private enterprise.”’ Finally the Com-
mittee recommends that “‘the Federal;Government pursue the
sound policy of using to the maximum the facilities of
private enterprise.”’

n
n

i
i

—_————

Gov. Horner of Illinois Signs Bill Amending State
Securities Act to Permit Sale of Bonds Carrying
Gold Clause Issued Prior to Suspension of Gold
Standard by Federal Government

On March 14 Governor Horner of Illinois signed the
Adamowski Bill, which is designed to overcome the difficulties
in way of dealings in securities containing the gold clause,
issued in the State prior to the suspension of the gold standard
bgr the United States in 1933. From the Chicago “Journal
of Commerce” of March 16 we take the following regarding
the new legislation:

‘While still banning the sale of new issues providing for payment in gold
the sale of bonds issued under indentures set up prior to when the United
States abandoned the gold standard is permitted now even though the
indenture may call for payment in gold. 2

Intense confusion was caused in investment banking circles by the ruling
of Attorney General Kerner several months ago that under the amended
“blue sky'’ law prohibiting the §ale of “‘gold’ securities, dealings in those
securities was illegal even if it were stamped on their face that payment
would be made in legal money, a practice approved by the Securities and,
Exchange Commission.

In addition to comstricting trading this severely handicapped financing
by companies that wished to refund under the terms of old mortgage in-
dentures.
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It is stated that the bill just signed by Gov. Horner,
carrying an emergency clause, becomes immediately effective.

ORI

New York Senate Passes Bill Providing For Creation of
' Mortgage Banks .

The bill of Senator Joseph providing for the establishment
of Mortgage banks in New York State was passed by the
State Senate at Albany on March-25 by a vote of 28 to 16.
Reference to the introduction of the bill appeared in these
columns Feb. 29, Page 1388. As explained at the time by
Senator Joseph the bill limits loans by the proposed banks
to improved and income-producing properties and provides
that as to non-specialties, loans may be made up to 66 2-3%
of the appraised value, but that as to specialties such as
hotels, theaters, factories, ete., loans shall be made only up
to 50% of the value and that not more than 20% of a mort-
gage bank’s assets shall be loaned on specialties. :

Under the bill the new mortgage banks would be required
to have a minimum capital and surplus of $4,000,000 if its
prineiple place of business is to be in a city of more than
1,000,000 inhabitants (New York City) and $2,000,000 if its
prineipal office is in a eity of over 500,000 but less than
1,000,000 inhabitants, and $1,000,000 in smaller communities.

PSS SIS N

Secretary of Agriculture Wallace Announces Details
of New Farm Plan—30,000,000 Additional Acres
Sought for Soil Improvement—Co-operating Farm-
ers to Receive $10 per Acre for Soil Conserving and
up to $1 for Soil Building—$470,000,000 Available
for Payments

The terms of the new national soil conservation program
for 1936 were announced March 20 by Secretary of A_grl-
culture Henry A. Wallace. The program, which p_rov1des
payments to producers who meet conditions specified for
soil conservation and soil improvement in 1936, has bgen
designed to carry out the objectives of the Soil Conservation
and Domestic Allotment Act, the text of which appeared in
our-issue of March 21, page 1890. Secretary Wallace’s an-
nouncement followed shortly after President Roosevelt had
signed, on March 20, the independent offices supply bill,
which, among, other things, carries an appropriation of
$440,000,000 to finance the 1936 program; the signing of
the offices supply bill is noted elsewhere in to-day’s issue
of the “Chronicle.” In his announcement, Secretary ‘Wal-
lace stated:

The new program represents a sincere effort both to conserve the soil in
the interests of producers and consumers and to preserve the economic gains
that farmers have made during the past three years.

The new program from an immediate point of view may not be quite as
effective as the old one destroyed by the Supreme Court, but from a long-
time point of view, the new program may prove to be even more con-
structive. :

The program as outlined by Secretary Wallace was said
in almost no instance (we quote from Associated Press ad-
vices from Washington, March 21) to contemplate paying
farmers as much as they asked in four regional conferences
held two weeks ago. In these advices (Associated Press)
it- was also said:

Cotton farmers, for example, after a two-days’ controversy in a com-
mittee room, had asked payment of 6c. a pound for cotton which they
would have grown on land which instead will be planted this year in soil-
conserving crops. The Agricultural Adjustment Administration will pay 5c.
Equitable division of subsidy funds among the States, excepted within
three weeks, was said to be causing considerable concern in Farm Admin-
istration circles.

It was recalled that at Memphis a farmer obtained the regional conference
floor and asserted that the South would be expected to divert the most
acres from its principal cash crop, and would not receive a fair share of

subsidies. Charges were made at Chicago that the South would receive -

more money than it should be granted.

In addresses before the program was announced Mr. Wallace appealed
to farmers to consider the good of the nation and not a specifie group, and
to remember that available funds were limited.

The 1936 plan was described by H. R. Tolley, Acting Ad-
ministrator of the Agricultural Adjustment Act, as being
largely a composite of the recommendations of the four
regional conferences held recently in Chicago, Memphis,
New York and Salt Lake City. Reference to the conferences
was made in our issues of March 14, page 1739, and March 7,
page 1573. Mr. Tolley said that the program does not
follow all the recommendations of any one of the confer-
ences, but has adopted some features of plans favored in
each of the meetings and has sought to compose differences
in line with regional and national needs. Since there will
be more time to develop the 1937 program, next year's plans
can be worked out to meet regional needs more closely, he
pointed out.

Salient points of the new program (as made known in an
announcement issued by the Agricultural Adjustment Ad-
ministration) are: :

(1) A goal is set for 1936 which includes an increase of crop land
devoted to soil-improving and soil-conserving crops from the 1930 level of
about 100,000,000 acres to 130,000,000 #res. This is an attempt to halt
wasteful exploitation of soil resources, and establish conservation of soil
fertility as a new national policy in this country.

(2) The program would enable the production of quantities of food and
fiber ample to supply domestic consumer needs. )

(3) In order to develop a fair and workable method by which individual
farmers can carry out the program, the plan calls for establishment of a
eoil-depleting “base acreage” for each tarm on which application for pay-
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‘to co-operating farmers.
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ment is made. The starting point in establishing this soil-depleting base
is the acreage on the farm in soil-depleting crops in 1935,

(4) Special soil-depleting base acreages are to be established for cotton,
tobacco, peanuts, flax seed, rice, sugar beets, and sugar cane for sugar.

(6) Two types of payments are to be paid to co-operating farmers—a
goil-conserving payment averaging $10 an acre for the country as a wthle
and a soil-building payment of up to $1 for each acre in soil-conserving
and soil-building crops in 1936. ¢

(6) For purposes of payment, crops are classified as soil-depleting crops,
soil-conserving crops, and eoil-building crops. Farmers also may qua}ify
for payments by adopting one or more well-recognized and approved practices
of soil improvement, such as liming of pastures or planting of trees on
seriously eroded lands. The soil-improving practices on which payments
will be made will be worked. out in co-operation with State committees.

.+ (7) Payments are to be divided between landiord and tenant where
each shares in the crop or its proceeds.

(8) Administration is to be through State committees, county and com-
munity committees and the AAA. ;

(9) Five regional divisions of the AAA are to have charge of administra-
tion in five major areas making up the United States.

(10) Payment is to be made to the individual farmer after actual
evidence is submitted that he has fulfilled the conditions of. the grant, and
performance has been certified to by his county committees. There will be
no contracts with farmers.

(11) Including all funds available from any source, approximately $470,-
000,000 can be expended for soil-conservation and soil-building, and for
administration of the program locally and nationally. The program is .
such as to result in the distribution of funds among regions and States in
accordance with the principles set forth in the Act.

“In order to make certain that this program achieves its
primary aim of soil-conservation,” Mr, Tolley said, “no pay-
ment will be made on any farm unless there has been posi-
tive action which results in additional soil-building or soil-
conservation on that farm.” He pointed out that the AAA
production control programs were stopped by the Hoosac
Mills decision, and that the new plan necessarily has many
new features departing widely from anything undertaken
heretofore. Nevertheless, the diversion of 30,000,000 acres
of land from the soil-depleting surplus cash crops into soil-
building legumes and grasses should work against return
of burdensome surpluses and protect farm income to a con-
siderable extent, Mr. Tolley said. As a matter of policy,
he explained, the program does not encourage the shifting
of lands from import crops to soil-building or soil-conserving
Crops.

Following are suminaries of the main features of. the
1936 program for the nation (according to the AAA an-
nouncement). Variations are being worked out for the dif-
ferent regions, it is stated, and in conformity with recom-
mendations at the Salt Lake City conference efforts are
being made to develop a range conservation program :

Bases

A farm’s base acreage for any crop or crops is the amount of land
ordinarily planted on the farm to that crop or crops.

In this program, soil-depleting bases are to be established on farms, first
to provide a definite standard to measure the extent of soil-conservation
and soil improvement on individual farms in 1936, and second, this
standard will be used to determine the amount to be paid to the individual
farmer who co-operates. The base will be ‘arrived at through information
given by the farmer to his county committee.

The soil-depleting base for any farm will be the total acreage in soil-
depleting crops on that farm in 1935, modified to take care of unusual
situations.

These moditications will include allowances for (a) acreage planted to
soil-conserving and soil-building crops in 1935 because of the AAA adjust-
ment programs, and (b) for unusual variations in plantings in 1935 because
of drought, flood or other unusual conditions. Adjustments in bases also
will be made in instances where a farm’s soil-depleting or soil-conserving
acreage is materially out of line with that for similar farms in the same
locality.

In order to provide county committees with a guide showing the propor-
tion of farm land that formerly has been devoted to soil-depleting and soil-
improving crops in the county, the AAA will establish the ratio of soil-
depleting acreage to all farm land in each county. As a rule, the average
of all individual bases established in the county is to conform to this
ratio.

Special soil-depleting bases will be established for cotton, tobacco, pea-
nuts, sugar, rice and flaxseed. :

The bases for individual farms for cotton, tobacco and peanuts will
follow in the main the bases previously established. The county committees
may recommend modifications and in so doing may take into account the
available facilities, and: their past use in the production of cotton, tobacco
and peanuts. The total of individual bases for cotton for any county
cannot exceed the base acreage established for cotton for that county by
the Agricultural Adjustment program. The same rule is applicable to
tobacco and peanuts,

The base for flax will be established by the county committees on the
basis of facilities for flax production. For sugar, the base upon which
payments will be made will be approximately the same as the acreage
allotments under the Jones-Costigan Act. The base for rice will follow
the bases previously established, with necessary adjustments.

Payments

Payments are to be madc only for positive performance by farmers in
improving and conserving farm land. Two types of payment are offered
They are a “soil-building payment” and a “soil-
conserving payment.”

Soil-Building Payments

This payment will be made for 1936 seedings of soil-building crops on
crop land, and for approved soil-building practices on crop land or. pasture
in 1936.

The rate of this payment within each State will be based upon recom-

‘mendations of the State committee subject to the Secretary’s approval.

Farmers will be given an opportunity to qualify for soil building payments
up to $1 per aere for each acre in soil-soncerving and soil-building crops
in 1936.

An exception is made in the interests of small producers, who may qualify
for payments up to $10 without regard to acreage limitations,
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Soil-Conserving Payments

This payment will be at a specified rate for the shifting of acreage
‘from soil-depleting to soil-conserving or soil-building crops in 1936, or to
approved soil-building practices. )

Maximum limits have been placed upon the soil-conserving payments to
protect the interests of consumers and for purposes of budget control.

The rates of this payment are based upon estimates that 809% of farmers
eligible' will - participate. If participation is less than the estimate, the
rates may be increased pro rata. In no case will rates be increased or
decreased more than 10%.

No payment will be made on any farm unless minimum requirements for
1936 plantings of soil-conserving crops are met. The minimum requirement
is that the total acreage of soil-conserving and soil-building crops shall at
least equal either (a) 20% of the farm’s soil-depleting base or (b) the
percentage on which a soil-conserving payment can be made.

The rates of soil-conserving payments for all farms are as follows:

Sotl-depleting Crop—All soil-depleting -crops except cotton, tobacco, peanuts,
sugar beets, sugar cane for sugar, flax and rice.

Payment—An average of $10 per acre, varying among States, counties, and indi-
vidual farms as the productivity of the crop land used for these crops varies from
the average productivity of all such crop land in the United States.

Mazimum Acreage with Respect to Which Payment Will Be Made—15% of the
base acreage for the farm of all other soll-depleting crops except sugar beets, sugar
cane, flax, and rice.

Sotl-depleting Crop—Cotton.

hPavment——Flve cents for each pound of the normal yield per acre of cotton for
the farm,

Maztmum Acreage with Respect to Which Payment Will Be Made—359%, of the cotton
base acreage for the individual farm, but not more than 25% of the aggregate of
the individual bases for any county.

Soil-depleting Crop—Tobacco.

Payment—For each pound of the normal yield per acre ot tobacco for the farm
at the following rates per pound of specified kinds of tobacco, as follows:

(1) Five cents for flue-cured Burely or Maryland, as the case may be.

(2) Three and one-halt cents for fire-cured or dark air-cured, as the case may be.

(3) Four cents for Connecticut Valley types 51 and 52.

(4) Three cents for Pennsylvania and New York types 41 and 53, Miami Valley
types 42, 43, and 44, or Wisconsin types 54 and 53, as the case may be.

Mazimum Acreage with Respect to, Which Payment Will Be Made—30% of the base

acreage for the farm of any of the foregoing kinds ot tobacco.

Sotl-depleting Crop—Peanuts harvested for nuts.

Payment—One and one-quarter cents for each pound of the normal yleld per
acre for the farm of peanuts harvested for nuts.

Mazimum Acreage with Respect to Which Payment Will Be Made—20% ot the
base acreage for the farm-of peanuts harvested for nuts. I

For sugar beets and sugar cane, the soil-building payment will be 12%%c.
per 100 pounds of sugar produced on the base acreage, provided that half
as much land is devoted to soil-building crops as to sugar crops.

For flax, the-soil-building payment will be 20c. per bushel on the
average yield of flaxseed in the country on the acreage planted, provided
that in addition to land diverted under the general program, an acreage
at least 20% of the flax acreage is planted to soil-building crops.

An acreage of rice land equal to not less than 209% of the base acreage
must be devoted to approved soil improving crops or practices in 1936 to
qualify for a payment. Not less than 65% of the base must be planted
to the crop to qualify. The payment will be 20c. for each 100 pounds of
the producer’s domestic consumption quota of rice, or that part of the
average production which was consumed in this country in past years.

For administrative purposes, the United States has been
divided into five regional divisions, as noted in these col-
umns of March 21, page [1920. Crd‘p§ are classified into
three classes. They are soil-depleting ‘erops, soil-conserving

crops and soil-building crops. It is stated that the classifica- -

tions are virtually uniform for a group of crops but varia-

tions from them have been made in particular instances for

the regions. Soil-building practices that will be approved

have not been finally determined. ;
—_——

Plan to Tax Corporation Surpluses Requires Deep
Study, H. H. Heimann of National Association of
Credit Men Contends—Points Out Industry Must
Have Minimum Reserve

Commenting upon the fact that “the new farm program
involves new taxes to replace the outlawed processing
taxes,” and that “the Administration has also proposed a
plan to tax corporation surpluses,” Henry H. Heimann, Ex-
ecutive Manager of the National Association of Credit Men,
in his monthly business -review sent to the Association’s
members, on March 20, added: :

At this writing, without a more definite knowledge of the details of
the proposed plan, it is impossible to make detailed comment upon it.
But the general question as to the possibility of industry developing
adequate reserves to carry through lean years can be raised. Certainly
industry must have a minimum reserve. As a suggestion it might be that a
minimum reserve policy should be based upon the losses incurred during
the first five of our depression years.

It seems evident from the legislation requested that a move will be
made to attempt to balance the budget around 1938. This is heartening.
But would it not be better to balance the budget not merely by the
imposition of more taxes but by a combination of some increase in taxes
and lowered expenditures? It must be remembered that $7,000,000,000 in
taxes may not be procurable year after year, and when the lean years
come, where will the government’s fiscal policy lead to? It would be
well for the government, if it contemplates a tax program of this size,
to schedule the development of a surplus. Then when the lean years come
the. surplus would be available for budget balancing and the fiseal record
would not be one of a balanced budget in very prosperous periods but
mounting deficits as soon as business recession sets in.

e |
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Arbitration of Wages of New York City Building
Service Employees to Begin March 30—Union Seeks
$8-a-Month Increase, Following Recent Strike

Arbitration of wages of New York City building service
employees will begin on Monday, March 30, before Ferdi-
nand A. Silecox, Chief Forester of the United States Depart-
ment of Agriculture, under the agreement which ended the
recent strike of building workers. The conclusion of the
strike was described in the “Chroricle” of March 21, pages
1920-21. The Building Service Employees International
Union and the Realty Advisory Board on Labor Relations
will each name an assistant to help Mr. Sileox with the
arbitration. The question to be decided is whether the work-
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ers are entitled to an $8-a-month increase. Preliminary
negotiations leading to arbitration were summarized as
follows in the New York “Times” of March 26:

Mr. Silcox met representatives of the union and the Realty Advisory
Board, representing nearly 2.500 owners, at the Bar Association Building,
42 West 44th Street. The wmeeting was devoted to laying down procedure
for the arbitration. According to the settlement agreement, Mr. Silcox
will arbitrate the demand of the union for an increase of $8 a month.

Representing the Realty Advisory Board was William D. Rawlins,
executive secretary of the board. The union was represented by James J.
Bambrick, president of Local 32B; George Scalise, international vice presi-
dent, and W. J. Lauck, economist for the union.

Mr. Silcox announced that presentation of material by both sides would
begin on Monday, when an open session will be held. Both sides will have
an opportunity to study each other’s data, after which there will be rebuttal.

Mr. Silcox will be assisted in the proceedings by a supplemental arbitrator
to be named by each side. Itis hoped that the arbitration can be completea
within a fortnight.

The regular staff of elevator operators, porters and doormren, said to
number fifty, walked out yesterday in the 31-story Century Apartments.
25 Central Park West, in protest against the refusal of the Chanin Manage -
ment Company to reinstate six men who were active in the recent strike.
Service was re-established with the aid of an emergency crew. When in-
formed of the strike, Mr. Bambrick declared it was unauthorized. Union
officials made arrangements to replace the men with a new crew composed of
union men. .

[ S —

National Labor Relations Board Orders Election In
Dispute Between Competing Labor Organizations
Whose Engineers Are Employed on Vessels of In-
ternational Mercantile Marine Co.

An election among engineers employed on vessels of the
International Mercantile Marine Company was ordered on
March 23 by the National Labor Relations Board to de-
termine which of three eompeting labor bodies shall repre-
sent the engineers for coiective bargaining. Regarding the
dispute we quote the following from a Washington dispateh
(March 23) to the New York “Times:’’

The three unions, each claiming a majority of the licensed engineers on the
company’s vessels, are:

Local No. 3 of the International Union of Operating Engineers, affiliated
with the American Federation of Labor, the Marine Engineers Beneficial
Association and the United Liceased Officers of the United States of Amer-
ica. :

The company operates 14 vessels from North River piers in-New York
City, including ships of the American Merchant Line, the Panama Pacific
Line and the United States Lines.

There are 120 licensed engineers among the three grades involved in the
dispute. =Those eligible to vote are engineers who have been in the com-
pany’s emrploy since Nov. 7 1935.

A hearing was held by the Labor Board’s New York Regional Director,
Elinore M. Herrick, on Feb. 13 upon request of Local No. 3. ‘At that time
this union claimed 85 out of the 120 engineers. The United Licensed Officers
made a similar claim to a majority and the Beneficial Association asserted
that last August about 82% of the engineers were members of its group.

At the hearing the company expressed willingness to bargain with any
organization which could show that it represented its employes. The board
pointed out that in July, 1935, the I. M. M. refused to negotiate with the
Beneficial Association because ‘it did rot represent the men at the time'
and during July and August, 1935, the company refused to deal with the
Operating Engineers on similar grounds.

The Board ruled that there was an atmosphere of uncertainty and tension
due to these refusals and held it manifest that ‘‘should the unrest described
above result in a strike it would most certainly impair the efficiency, safety
and operation of vessels.”

——————

Colonel Frank Knox Summarizes His Political Program
—Republican Presidential Aspirant Urges Lowered
Tariff and Stable Currency—Says Question of
Continuance of Principles of Self-Government Is
Major Issue

Colonel Frank Knox of Chicago, who has been mentioned
as a candidate for the Republican Presidential nomination,
delivered on March 24 an address in New York City in which
he outlined his political principles. Speaking before the
Economie Club and over a National Broadeasting radio
network, Colonel Knox advocated a departure from the
traditional Republican ‘“‘high tariff’’ policy as a stimulus to_
recovery. He said that a scientifically lowered tariff would
greatly benefit both agriculture and industry. He declared
that his two principal political beliefs were that our fore-
fathers were wise in establishing the American form of govern-
ment and that laws must change as conditions change.

Colonel Knox eriticized many of the policies of the Roose-
velt Administration and asserted that one of the major issues
in the coming eampaign is whether principles of self-govern-
ment shall prevail. He said that the country’s currency
and banking system is in need of thorough revision, and he
advocated a marked reduction in government spending and
the establishment of a stable currency. Extracts from
Colonel Knox’s address are given below, as contained in the
New York “Times’’ of March 25:

He began with an expression of his ‘‘eagerness to lead the fight'’ and
he concluded with the ooservation that ‘it would have been easier for me,
and probably more entertaining for you, if I had made a slashing attack
upon the New Deal—as I have in the past—experssing my opinions of the
various component part of the administration’s alphabet.”

‘While he spoke at one point of ‘‘cleaning up the mess in Washington,"’
and at another of ‘‘retiring the government from socialistic experimrentation,’”
he said also, as ‘“‘a believer in progress and reform,’’ that “if, during the
next four years, we can keep what is good and throw away what is bad,
then we shall retain the benefit of radical stimulation and perhaps be able
to work out some real and lasting reform.’’

Assails Monetary System

Offering as ‘‘an examrple of the technique of reform in which I believe,"’
the present currency and banking system, which he characterized as ‘‘the
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outworn, complicated and inconsistent crazyquilt under which ‘we lie un-
easily to-day,”” Mr. Knox said: .

~-“Xam not 8o vain as to submit my single opinion as to what changes should
be made or how they should be accomplished. It is a task that should be
undertaken at once by trained minds working under the auspices of gov-
ernment with every available assistance from bankers, business men and
economists.””

“I would apply the same principle of careful and deliberate study,” he
added, *‘to practically every problem of far-reaching importance.'

By emphasis and by repitition at five different points in his address,
Mr. Kneox insisted that any solution of the current farm problem, unem-
ployment, curency stabilization and international trade sheuld be ap-
proached “‘deliberately.”” He was equally opposed to haste and to post-
ponement. Major problems, he said, should be studied—and it should be
done deliberately. .

Meanwhile, if temporary measures of relief should be necessary, he
would ‘‘guard against allowing them to be confused with permenent re-
form.”"

He would immediately cut down ‘reckless’ government spending.

Scores the **Master Minds"

“The Republican party,” he said, ‘‘should recognize that recovery and

progress will come, not as the result of master minds performing brilliant
feats in Washington, but as the result of the efforts of 127,000,000 free
people practicing the homely virtues of work and economy.”
" In his “chief concern’ shat ‘“the American govenment should be the
servant of the people, not their master,’”” Mr. Knox admitted ‘it is not
always easy, however, to draw the line between what are and what are
not the proper functions of our government."

As an example, he said the farm problem has been the subject ‘‘of more
than a little fumbling, in which I make no exception of myself.” ' In advance
of a solution, however, he said none would be valid that failed to ‘‘leave
every farmer the lord of his own farm."

Farmer Needs Markets Abroad

If a way can be found to put the millions of unemployed back to work,
he said, the farmer will find his domestic markets restored. He still will
need a foreign market, howeéver, for his cotton and other export crops,
and, according to Mr. Knox, ‘“this can lead only to the conclusion that we
must be willing to import more goods from other countries.’ .

“I am not saying,”” Mr. Knox added immediately, “‘and I want this
clearly understood—that the tariff should be reduced hastily. Nor am I
saying where or in what particulars the tariff should be revised.'

N —

Strike at Akron Plants of Goodyear Tire & Rubber
Co. Ends—Seven-Point Agreement Adopted—Pro-
vides for Adjustment in Hours

On March 21 employees at the Akron, Ohio, plants of
the Goodyear Tire & Rubber Co. accepted a seven-point
agreement offered by the company, thus ending a five-week
strike at the plants affecting between 14,000 and 15,000
workers. The terms of the agreement were voted upon at a
mass meeting, March 21, of some 3,000 members of the
United Rubber Workers of America. In Associated Press
advices from Akron, March 21, it was stated that full opera-
tion at the plants would hardly be under way for more than
a week. Regarding the settlement, the advices had the
following to say:

The settlement ended the strike which started five weeks ago in protest
over layoff of 63 men in the tire building department. A picket blockade
has prevented any activity whatever at the three plants.

The points of the agreement were:

All employees enrolled as of Feb. 12 are to be returned to their jobs without
discrimination.

The management will meet and deal with its employees individually or through
duly chosen representatives for purposes of negotiation on all questions in which

there Is mutual interest.
Notice will be given to representatives of employees atfected of changes in wage

rates before they are pested or put into force. .
The company will observe in the tire and tube division a 36-hour week and six-
hour daily shifts. Before any chaoge is made in working hours either daily or weekly,
below 30 hours or above 36 hours per week, it will be arranged for by a vote of em=
ployees in the departments affected.
In all other departments the hours shall not exceed 40 nor be less than 30 per week

unless arranged by vote of employees affected.

A week of 24 hours shall be worked vemporarily in all departments in the entire
factory without a vote in order to avoid layoffs.

Lists of contemplated layofts will be made in duplicate by department foremen,
one copy being retained by them and the other kept in the office of the Labor De-
partment. Both lists will be available for inpsection by representatives of the em-
ployees affected.

Previous reference to the strike was made in our issue of

Feb. 22, page 1226. .

——————

Flood-Damaged Areas Begin Rehabilitation—President
Roosevelt Allocates $25,000,000 for Repair Work—
$18,411,633 Previously Alloted—Omnibus Flood
Control Bill Presented to SenateCommittee—Red
Cross Seeks More Than $3,000,000 for Relief.

Floods which damaged cities and towns in 13 Eastern
States slowly receded this week, and inhabitants in the af-
fected area began the work of rehabilitation. Late in the
week practically all of the flood waters had subsided, although
the Ohio River was still far above its normal depth and several
cities along its banks were J)repared to resist threatened in-
undation. It was estimated that the flood, described in the

‘“Chronicle” of March 21 (pages 1921-22) had caused hun-

dreds of millions of dollars and rendered several hundred

thousand persons homeless. On March 21 President Roose-
velt allocated to the Works Progress Administration $25,000,-

000 for repairs or replacement of publicly owned property or

utilities which have been destroyed or damaged by floods.

The White House announced that this sum, which is in ad-

dition to an emergency allotment of $18,411,633 made on

Feb. 29, will be apportioned to the stricken States as needed.

The announcement added:

In making the allocation, the President has given the WPA blanket au-
thority to restore roads, streets, bridges, sewers, water and electric plants,
and other damaged public properties. The funds previously made avail-
able will be used to fight the threat to health which has arisen in many
quarters where the waters have receded.

Chronicle March 28 1936

The President pointed out that, with the exception of food and clothing
furnished by the Federal Surplus Relief Corporation and from ‘WPA women's
projects, direct relief needs were being met by the American Red Cross and
by local welfare agencies in the stricken areas. WPA funds generally, he
said, would be spent in reestablishment of public improvements.

Up until to-day, the following States have reported heavy property
damage: Maine, Massachusetts, Vermont, New Hampshire, Connecticut,
New York, Pennsylvania, Maryland, West Virginia and Ohio.

The previous allotment was made three weeks ago in anticipation of flood
conditions which the heavy snows of last winter indicated would occur. Ex~
tensive precautionary measures were taken, as a consequence, in many
states which are subject to high waters in the spring season. Many dams,
levees, and emergency pumping stations already have been put into com-
mission. .

President Roosevelt left Washington on March 22 for a
fortnight’s vacation trip fishing in the South Atlantie, as
noted elsewhere in this issue of the ‘“‘Chronicle.” He had
postponed his holiday three times because of the flood dis-
aster.

The Red Cross announced on March 24 that the $3,000,000
sought for flood relief would be insufficient. As we note else-
where in this issue the Senate on March 24, approved a bill
extending Title I of the Federal Housing Aect, allowing in-
sured loans not only for the rehabilitation of dwellings, but
of business and industrial enterprises up to $50,000. A
Washington dispatch of March 24 to the New York “Herald
Tribune” reporting this said in part: .

The Reconstruction Finance Corporation prepared to enter the industrial
loan business on a larger scale as a Senate finance subcommittee took up a
bill to enlarge the RFC’s emergency lending power to industries and business
enterprise by '$25,000,000. The RFC sent town engineers into the main
flood centers, where it already has approximately 580 authorized loans
totaling almost $50,000,000. v

Harry L. Hopkins, WPA Administrator, told visiting officials from the
flood states that he would interpret broadly the clause giving him power to
spend money on projects to improve public health and remove *‘hazards to
life’’ even on private property.

89,581 Families in Need

Rear Admiral Cary T. Grayson, chairman of the American Red Cross, in
announcing that more than the $3,000,000 originally asked would be needed
for the relief of flood victinms, said that the number of families under the care
of the Red Cross in 13 states had risen to 89,581. Total contributions to-day
were announced as $1,479,462.

As viewed from Washington, the problem of giving aid falls under the fol-
lowing main headings:

Immediate relief for fiood victims: Chiefly un%%; Khe Red Cross.

Rehabilitation of public property: Aid from :
Rehabilitation of private ty: Loans through the RFO and through

oper:
private agencies under the e(;:;'al Housing Administration's insured loan
plan. Aid from WPA in removing hazards to life and health. Aid also
ggobably from the HOLC and Farm Credit Administration where existing
rrowers are victims.

Flood prevention work: Given a marked impetus, which will show up in
large Congressional appropriations.

Effect of flood on general relief load: Officials are still waiting to see what
will happen. They anticipate that the ;ellef burden will be markedly in-~
creased in some localities, whereas it may be reduced in others through the
demand for building materials, machinery, etc., te replace property
damaged by floods. -

From its Washington correspondent the “Herald Tribune”
reported on March 23 that a Congressional bloc moved on
that day to force a revival of an omnibus flood-control bill to
provide $300,000,000 on permanent works for curbing the
future rampages of rivers and to ereate a joint Congressional:
committee to draft flood-relief legislation for this sessiom. .
Later advices (March 25) from Washington to the same
paper said:

A completely rewritten omnibus flood control measure, authorizing
$100,000,000 worth of dams, reservoirs and levees annually for the next
three years, was presented to the Senate Commerce Committee during the
day by Army engineers. In view of the new clamor for the bill, and the fact
that most states in the Union get something under it, it is all but certain to
be approved by Congress.

P —

Continuous Vigilance Required in Conserving Invested

Wealth, Says Fiduciary Trust Co. of New York—
Booklet Says Obsolescence, Taxes and Changes in
Purchasing Power of Money Threaten Individual
Wealth
Conservation of invested wealth requires continuous work
and vigilance, ‘“‘guided by good reseearch and directed by
definite policies determined with references to changes in
conditions affecting investments,”’ according to a booklet
recently published by the Fiduciary Trust Co. of New York,
entitled “Conserving Your Wealth.”” The best investment
one can make for a trust or other fund, the authors assert, is
good and continuous management. The booklet discusses
the work of the company in acting as agent for managing
investments, acting under trusts and wills, and acting as
custodian of securities. _
The invested wealth of individuals, the booklet says, is
constantly under attack by the following three forces:

1. Obsolescence of business enterprises and industries, due to inventions

and other causes.
2. Changes in the purchasing power of money.
3. Taxes.

In analyzing investment policy, the booklet says in part:

It is a fair statement that the usual approach of individuals to the problem
of conserving their wealth is whether this or that particular security is a
good investment to buy or to hold.

The idea is not yet widely familiar, though its acceptance is increasing
due to recent experience, that under certain economic conditions one policy
of investment, and under other conditions a different policy of investment,
will be the more likely to conserve wealth.

To understand what is meant by policy, it should first be clearly recog-
nized that investments fall into two main classes: .
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Investments in money—consisting mainly of bonds, debentures, notes
or mortgages, representing promises to repay the lender’s money to him
at some future date.

Investments in property—consisting mainly of shares of stock repre-
senting property, or of real estate or commodities

Investment policy, in respect of trust or other funds where unrestricted
discretion is to be exercised, is concerned first with determining how the
investments of the funds whould be divided between these two main classes.
Upon which class, as conditions change, should emphasis be placed? The
other main concern of policy is with the diversification, within each of ‘the
two main classes, which is appropriate from time to time.

——es

President Fleming of A. B. A. at Southern Conference

at Memphis Urges Bankers to Consider Problems

, of Developing Banking Service—Regards Them

Better Equipped Than Ever for Constructive Ser-

vic . H. Mylander Sees Banks with Large Capi-

al Account Penalized as Result of Taxation on

Value of Shares—W. S. Elliott Would Have Gov-

ernment Withdraw from Emergency Operations—
Credit and Farm Problems Among Discussions

Expressing confidence in the fairness of the American
people when properly informed, Robert V. Fleming, President
American Bankers Association, called upon bankers to.ex-
plain to their customers and -others the special conditions
under which banks must operate as compared with other
businesses, in his opening address, at Memphis, Tenn., on
March 26, at the Southern Conference on Banking Service.
The meeting, which closed March 27, was held at the Hotel
Peabody, under the auspices of the Association, with the
co-operation of Memphis bankers. In his address Mr.
Fleming said : ;

I think it most important that each banker explore fully the possibilities
of making bankable such requests for banking services as are presented in
unbankable form. If examination discloses that the service- applied for
cannot be made bankable, then I think it is our distinct duty to explain
as clearly as possible to the customer the reasons why we cannot render
the service. To follow such a policy requires time and effort on our part,
but I am sure it will be appreciated by the great majority of the public
and a better understanding between bankers and their customers - will
result,

Mr. Fleming expressed the belief that “the passage of the
Banking Act of 1935 settled for the present the question of
major banking legislation, and that bankers can now turn
their attention more to the problems of how they can de-
velop and extend the scope of banking service.” It is the
plan of the Association to use its facilities, he said, “to
bring about a thorough understanding of changes in banking
laws and regulations and to provide opportunity for discus-
sion of the question of better public relations.” He went
on to say:

Another objective is to provide opportunity for a survey of the problems
incident to the government’s competition with chartered banking institu-
tions. We must recognize that in times of emergency the government of
necessity had to come to the assistance of the people where chartered
institutions were unable to do so. Possibly many functions which the
government is performing are of a nature which cannot be handled by the
chartered banking institutions under the fundamental principles of sound
banking.

On the other hand, I believe it is our duty to survey all of these
emergency lending agencies of the government to ascertain the methods
being employed in this field and bring to our membership the results,so
that they may have the opportunity of judging for themselves which of
these activities can be properly and soundly taken over in their respective
communities by their own institutions. k

I believe bankers are better equipped than ever before to render adequate
and constructive service to the people of this nation.

The statement that the average American is vitally inter-
ested in bank taxation because the solvency of his own bank
may depend to a large degree upon the way in which the
taxing power is exercised upon banks was made by Charles
H. Mylander, Vice-President of the Huntington Natithal
Bank, Columbus, Ohio, in an address on “Bank Taxation.”

To prove his point, Mr. Mylander cited earnings figures
which showed that, in the year ended June 30 1934, “for
the United States as a whole, National banks used $14.89
out of each $100 of net operating earnings before taxes in
‘payment of taxes; but in seven of the 12 Federal Reserve
districts the percentage of earnings used for taxes was above
. the average. It was in practically these same seven districts
that the greatest number of bank failures occurred in those
hectic years from 1920 to 1933.” Moreover, he said, “the
vast majority of the States which are still clinging to the
old method of taxing banks upon the value of their shares
are to be found within the boundaries of those some seven
Federal Reserve districts.”

As an example of how far taxation can go, Mr. Mylander
gave figures from the annual report of the Federal Deposit
Insurance Corporation, showing that in the year 1934, in the
1,186 State banks, not members of the Federal Reserve Sys-
tem, which had deposits averaging less than $100,000, on
the average $34.20 of every $100 of operating profits went
for taxes. The taxation of banks upon the value of their
shares, he held, “penalizes the bank with a large capital
account.” Thus is works against “the State policy which,
through the banking department, urges the building up of
capital funds, to meet growing deposit liabilities.” Con-
tinuing, Mr. Mylander said: :

If we are to build up the capital structure of the banks of the country
against the inevitable storms which are sure to come, this strengthening
must not be encouraged on one hand and then penalized on the other.
Increased ‘capital eventually will mean better earnings and larger tax
revenues—if increased taxes on that capital do not destroy it. /
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Thus far, in many of the Southern and Middle Western States, there
has been only one deterrent to far heavier taxation of banks—the fact
that National banks, being instrumentalities of the Federal government,
may not be taxed without the permission of the Congress,” as limited in
Section 5219 United States Revised Statutes.

This section has acted “not only as a bar to the oppressive
taxation of National banks, but of State banks as well,” he
said. Mr. Mylander urged, therefore, that bankers include
in their public relations program “a plank that will bring
home to the average American the self-evident truth that
banks, dealing as they do only in-intangible property, are
not proper subjects for property taxation; that the true
measure of the prosperity of a bank, and, therefore, its
ability to pay taxes, are the earnings it can make; and,
finally, that with all banks now bound together in the
great experiment of Federal deposit insurance, continued
Federal supervision of bank taxation, through an unchanged
and unmodified Section 5219, is imperative.”

Dr. Walter . Gephart, Vice-President First National Bank
in St. Louis, Mo., who on March 26 spoke on “Banking
Regulations with Special Reference to Rules and Regula-
tions of Federal Reserve System,” expressed the opinion
that too much attention has been given in the past to rules
and regulations covering minor points of bank operation
and too.little to fundamental principles of sound banking.
Some of the major subjects of regulation and supervision
which should have more attention were enumerated by Dr.
Gephart as follows: {

" First, adequate capitalization. With the change in economic conditions
there is little reason for past liberality in chartering banks with such small
capital that, even with reasonably good management, the earnings are not
likely to be sufficient to support the institution,

Second, the problem of chartering new banks. Unless something is done
by the State and the States in co-operation with the Federal government to
guard more carefully the chartering of new banks, bank failures will
continue and communities will from time to time suffer inevitable loss.

Third, the proper qualifications of those who are conducting or proposing
to conduct the banking business. The modern banker needs to be well and
widely informed and better trained to cope with the vastly different and
more complex problems than those which confronted the earlier-day banker.

Fourth, better standards of examinations. We have now had National
and State examinations of banks for many years, and out of this long
experience it ought to be possible to agree upon the essential principles
and standards of bank examinations that are necessary to protect the
depositor, :

Dr, Gephart urged also that there should be more specific
and definite fixing of the powers of government regulatory
boards in the law itself “and less wide administrative dis-
cretion to issue rules and regulations of the most far-reach-
ing and detailed character. If, as the tendency of the times
seems to indicate,” he concluded, “we are to have more and
more regulation of business, we shall have to have a better
personnel on these boards, greater freedom from political
influence, more certain tenure of office, and other features
that will attract the best type of men.” )

Speaking, on March 26, on “Government and Farm Credit:
Ixtent of Co-operation with Bankers,” before a forum on
facilitating credit at the Southern Conference on Banking
Service, W. S. Elliott, Vice-President of the Bank of Canton,
at Canton, Ga., asserted that co-operation between bankers
and the government in the extension of credit is not only
reasonable but absolutely necessary. In the course of his
remarks he pointed to the fact that banks are currently
furnishing to the government the greater part of the funds
which it is using in many schemes and said “the record of
the depression will show that bankers have tried in every
way to co-operate with government in fostering the agri-
cultural interests of our country.” Now that “confidence,
in a large measure, has been restored,” he said, “the govern-
ment can safely withdraw from fields of emergency opera-
tion.,” He added:

Bankers are ready and willing to extend every reasonable credit to agri-
culture. Farmers who have credit rating prefer to deal with banks rather
than get a government loan. It is more quickly-closed, with no “red tape.”
Yet there will be tremendous pressure to keep these organizations active
as long as possible. Large numbers of employees will have to be dropped
from the payroll. The impulse for extension of social service work now
widely prevalent will inspire opposition to their discontinuance,

Mr. Elliott was also a speaker at the conference on
March 27, at which time, in asserting that competition for
deposits has cost American banking untold millions which
should not have been paid, he called upon bankers to con-
sider whether further reductions in the rate of interest paid
on time deposits should not be made, to bring such rates
into line with current conditions.

Carl Hollis, President Merchants and Planters Bank, of

“Warren, Ark., who spoke on “Soil Erosion and Farm Credit,”

declared that the farmer can no longer depend on the in-
creasing value of his land as the chief source of profit; he
offered a program for making farm land more productive,
some items of which were: Ask the churches to preach a
sermon twice a year on the sacredness of the soil; put on
campaigns through the county agents and clubs and organ-
izations of every kind, and drive the principles home by
means of object lessons. He cited the experience of several
farmers in his territory who, by raising of live stock, rota-
tion of crops, filling in of gullies, terracing hilly fields, and
draining top soil, have made the land they farm richer than
it. was when they received it. “There is no such thing as
wearing out our soil if we take care of it and feed it,” con-
cluded Mr. Hollis.
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Consumer credit outstanding reached, in 1935, a total in
excess of all commercial loans made by all banks in this
country, according to E. S. Woosley, Vice-President First

" National Bank, Louisville, Ky., who addressed a forum on
commercial banking at the Southern Conference on March 27.
Mr. Woosley said: :

Total new car financing to consumers in 1935 amounted to $723,000,000.
Used car financing amounted to $420,000,000. Federal Housing loans
amounted to $301,000,000. It is estimated that personal loan companies
loaned $2,000,000,000. Add to these sums, personal loans made by local
finance companies, credit unions, and other agencies, and you have a figure
for ' consumer credit which exceeds the estimated $6,500,000,000 of current
commercial loans.

Had banks secured.this business, it “would have enabled
us to solve the current problems of diminishing profits in
our business,” Mr. Woosley continued. ‘“After all, bankers
are merchants. - When the merchant faces the problems
which we face, he looks for new lines and customers.”

Failure to realize that securities purchased for a bank's
secondary reserve account should be entirely different from
those purchased for the investment account inevitably
brings difficulties in its train, J. Harvie Wilkinson, Vice-
President State-Planters Bank & Trust Co., Richmond, Va.,
told the forum. He stated:

A secondary reserve is designed to make available to the bank funds with
which it can make loans and discounts when these are requested by its
customers. Hence the reserve should be kept in readily convertible paper—
Lankers’ acceptances, prime commercial paper purchased in the open
market, and high-grade bonds maturing in not more than four years,
regardless of yield. The investment account, on the other hand, should
give a yicld commensurate with conditions in the investment market.

Historically, bond prices are at present “at ceiling level,”
Mr. Wilkinson said. He warned against letting pressure for
yield cause the purchase of poor bonds, and defined a poor
grade bond as “an issue about whose safety as to either
interest or principal there can be some sensible doubt.”

The one great need of our banking system to-day is public

" confidence, understanding, and respect, according to ‘William
H Neal, Vice-President Wachovia Bank & Trust Co.,
Winston-Salem, N. C., who addressed the conference on
“Customer and Public Relations.” In part, he said:

This need can only be met through a comprehensive and _continuous

. customer and public relations ‘program. Public understanding, approval
and support are. not things to be attained in a day. Public confidence is
an intangible asset-that must be assiduously acquired through continuous

effort over an extended period of time, and acquired when not needed. If
you don’t have it when you need it, it’s too late then to get it.

The plan must begin from within, Policies must be right, the organiza-
tion must be functioning smoothly and harmoniously, management must be
capable. Unless the management can assure the community that a sound
and profitable institution is being operated, then all efforts to sell that
institution, to the public must ultimately fail.

Bankers must adapt themselves to the new conditions
prevailing in the modified economic system we now have if
they are tq continue to conduct a business heretofore
thought indispensable to the public, said A. G. Brown, Presi-
dent' Ohio Citizens Trust Co., Toledo, Ohio, speaking on
“New Credit Fields for Banks.” He further stated:

It may be that we have reached a point where we are facing a demand
for different types of credit than we have heretofore been accustomed to.
Certainly the small volume of short-term credit, as compared with the
large volume of long-term credit would indicate the existence of a very
different type of demand from that which has heretofore existed, and the
necessity for a change in commercial banking as practiced to-day.

Expressing the opinion that the two principal causes un-
derlying real estate and mortgage difficulties in recent
years were the world-wide economic depression and previous
overproduction of buildings, Philip A. Benson, President
Dime Savings Bank, Brooklyn, N. Y., speaking at the con-
ference on March 26, said that a recurrence of some of the
mistakes made in judging the market for buildings could
be avoided by co-operation. Mr. Benson’s topic was “Science
and Problems Involved in Mortgage Lending.” As an ex-
ample of such co-operation he cited the Mortgage Informa-
tion Bureau recently formed by the savings banks of
Brooklyn. ‘This bureau, among other services for its
members, has recently surveyed and reported on every new
apartment house in the borough,” he said.- The survey was
made by districts, and in it was shown the number of new
apartment units in each district, the number rented and
vacant, the -estimated rent before comstruction, and the
actual rent per room being received in the finished building.
The value of this to the banks is that they may avoid loans
in those sections where renting is not good, he said.

Some of the other speakers at the conference were indi-
cated in an announcement regarding the program given in
our issue of March 14, page 1747.

+

Chester C. Davis, Farm Administrator, Sails for Europe—
To Make Study of Economic Conditions Bearing on
Agricultural Programs )

Chester C. Davis, who as Administrator of the Agricul-
tural Adjustment Act and related Acts, has been selected
by President Roosevelt to make a special study for the
United States government of economic conditions in Europe
which have a direct bearing upon agricultural programs-
already undertaken or being planned in this country, sailed
for Europe on March 19. His proposed mission was referred
to in these columns March 14, page 1747. In.a radio talk
on March 19, just before his departure, Mr. Davis discussed
his trip and its purpose, saying, in part:
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OQur farm problems, we all know, are not limited to our own borders.
If they were, they would be much easier to solve. But the economic life
of the various countries of the world is so closely interwoven that American
farm prosperity is definitely linked with conditions in foreign countries.
We must not forget that. Before 1926 we exported each year the products
of between 69 and 80 million acres of land. After 1926 those exports
began to dwindle away until by 1932 they consisted of the products of
only 43 million acres. Supplies piled up and prices went down—well, you
remember the rest.

I am .going not as a salesman but as an observer. My job will be to
size up in a realistic way just what the situation is over there, and just
what the prospects are for American farmers to sell more of their goods in
European countries within the next few years. I expect to be neither an
optimist nor a pessimist, but simply to report what I learn.

There is another job I would like to do while I am over there. You
know, most of the European countries have national agricultural programs,
just as this country has its program. Conservative old England, and
Denmark, long recognized as one of the most prosperous and progressive
agricultural countries in the world, have farm programs—control programs,
or- call them agricultural adjustment programs, if you like—some of which

are much more far-reaching than anything that has ever been tried here.
" Some of these countries have had such agricultural programs for several

years. I would like to see how they work, to compare them with ours—in
other words, to learn what can be learned. from the experiences and mis-
takes and successes of other peoples.

NI S

J. B. Hutson and J. W. Tapp Appointed Assistant
Administrators by AAA—Will Aid in Administra-
tion of Soil Conservation and Domestic Allotment
Act

Appointment of J. B. Hutson and Jesse W. Tapp as
Assistant Administrators of the Agricultural Adjustment
Act, and related Acts, was announced March 25 by Howard
R. Tolley, Acting Administrator. The appointments, it is
stated, were recommended by Administrator Chester C.
Davis before his departure for Europe, which is noted else-
where in our issue of to-day. Mr. Hutson is to serve as
Assistant Administrator in carrying out the provisions of
Sections 7 to 14 of the Soil Conservation and Domestic
Allotment Act (the text of the Act was given in the “Chron-
icle” of March 21, page 1890). In addition to his general
responsibility, Mr. Hutson is director of the Northeast and
East Central divisions of the AAA, organized to administer
the new farm-aid bill in-these two regions. He also is in
charge of liquidating the production control programs
formerly handled by the Division of Tobacco, Sugar, Rice,
Peanuts and Potatoes, of which he was head. Mr. Tapp will
have charge of the work involving marketing agreements

.and orders, activities under Section 32 of the Agricultural

Adjustment Act, as amended by the Soil Conservation Act,
surplus removal programs, and the Federal Surplus Com-
modities Corporation.

In an announcement issued March 25 by the AAA it was
stated :

Mr. Hutson and Mr, Tapp were associated with Mr. Tolley in the Depart-
ment of Agriculture for several years in the 1920’s. Mr. Hutson specialized
in Department work in agricultural economics and tobacco, and from 1930
to 1933 was in Europe for the Department studying the tobacco industry
and European outlets for American tobacco products. He became chief
of the Tobacco Section of the AAA when the Section was organized in
June 1933,

Subsequently the duties of the section were steadily enlarged until it
became a Division, with Mr. Hutson as Director, supervising operations of
programs for five crops—tobacco, sugar, rice, peanuts and potatoes. Mr.
Hutson is a Kentuckian by birth.

Following graduation from the University of Kentucky and work at the
University of Wisconsin, Mr. Tapp came into the Department of Agriculture
in 1920. Subsequently he became Secretary of the New England Research
Council, starting regional studies of New England agriculture which now
have become part of the basis of the AAA soil conservation program in
the Northeast. .

Mr. Tapp became associated with Mr. Tolley in the early work of the
Adjustment Administration on marketing agreements. Later he was ap-
pointed Director of the Division of Marketing Agreements and Licenses.

It was pointed out that William F. Callander and Alfred
D. Stedman will continue as Assistant Administrators to
carry on their present duties.
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Mrs. Greenway Reported Planning to Retire from House
of Representatives at End of Term i

Representative Isabella Greenway,{of Arizona, announced
March 22, it was stated in Associated Press advices from
Washington, that day, that she would retire from office at
the end of her present term. Mr. Greenway was reported as
saying that her decision was prompted by a desire to devote
more time to “family activities.” [She was elected to the
House in October, 1933, for the unexpired portion of the
term of Lewis Douglas, who resigned to become Director of
the Budget. She was again re-elected in 1934. Mrs. Green-
way’s present term ends this fall.

——
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