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This is not an Offering Circular. The offer of these Bonds is made only by means of the Offering Circular.

$22,727,000
Chiéago and Western Indiana Railroad Company

First and Refunding Mortgage 4Y,%, Series D,
Sinking Fund Bonds :

Dated March 1, 1936 i Due September 1, 1962
Interest payable March 1 and September 1 in New York City :

BANKERS TRUST COMPANY, NEW YORK, TRUSTEE

Coupon Bonds in denomination of 81,000, registerable as to principal. Fully registered Bonds in denominations of $1,000, 85,000, $10,000 and
other authorized multiples of $1,000. Coupon and registered Bonds interchangeable.

Sinking Fund calculated to be sufficient to retire the entire issue on or before maturity.

Redeemable for the Sinking Fund, on 90 days’ notice, on any interest payment date at 102}% on or prior to March 1, 1940; at
10114 % thereafter and on or prior to March 1, 1942; and at 1009, thereafter.

Also redeemable, in whole or in part, at the option of the Company on any interest payment date, on 90 days’ notice, at the

- following prices with accrued interest: on March 1, 1937, at 10715 %; on September 1, 1937 or on March 1, 1938, at 107%; on Sep-
tember 1, 1938 or on March 1, 1939, at 1065 %; on September 1, 1939 or on March 1, 1940, at 106%; thereafter on or before March 1,
1960, at 1069, less Y4 of 19, for each period of two years or fraction thereof from and after March 1, 1940 to the date of redemption;
and after March 1, 1960, at 100%.

I

: The issue and sale of these Bonds are subject to authorization by the Interstate Commerce Commission.

Chwaaa and Western Indiana Railroad Campany has outlined as follows certain parts of its letter dated May 20, 1936 describing this issue. The
entire letter and exhibits, contained in the Offering Circular, which also includes important information not outlined or indicated herein, should be read
prior to any purchase of these Bonds.

PURPOSE The net proceeds from the proposed sale of $22,727,000 principal amount of Series D Bonds will be used,

. OF ISSUE together with funds to be provided to the extent necessary by the Western Indiana, to redeem at 105%,

and accrued interest on September 1, 1936, $20,532,000 principal amount of 5149 Series A Bonds and

$1,602,000 principal amount of 5}4% Series C Bonds held by the public, in connection with the retirement of all bonds

of the several series now outstanding under the Western Indiana’s First and Refunding Mortgage (exclusive of bonds
held in sinking funds); any balance to be used for other corporate purposes.

The authorized amount of the Series D Bonds is $24,462,000. Of the $1,735,000 principal amount of Series D Bonds
not included in the present sale, $345,000 thereof will be pledged under a $194,000 note held by The Belt Railway Com-
pany of Chicago in substitution for a like amount of Series A Bonds to be released and cancelled; $489,000 thereof will be
delivered in escrow for the account of the Western Indiana’s tive proprietary companies named below (in payment for
certain improvements made by them on property of the Western Indiana), such Bonds from time to time to be tendered
for sale to the Series D Bonds sinking fund; and the balance of $901,000 Serlea D Bonds will for the present be retained in
the treasury of the Western Indiana.

PROPERTY AND The company owns a terminal railroad system in Cook County, Ill., consisting of a terminal division
SECURITY leased to its five proprietary companies named below and a belt division leased to The Belt Railway

Company of Chicago. The lien of the First and Retunding Mortgage is subject to the pnor lien of
the Consolidated Mortgage under which $50,000,000 of 4%, bonds muturmg in 1952 are outstanding, except that it is a first
lien on certain portions of the belt division to the extent set forth in the Company’s letter. Each of such mortgages pro-
vides that all leases made or to be made by the Company and rentals thereunder shall constitute additional security for
such mortgage, subject in the case of the First and Refunding Mortgage to the prior lien of the Consolidated Mortgage
in so far as the same may attach. The First.and Refunding Mortgage provides that all bonds issued thereunder must
mature September 1, 1962 and that the Company will pay all Consolidated Mortgage Bonds at the date therein mentioned.

LEASES Leases made by the Company in 1902 provided for the several, but not joint, obligations of the five
proprietary companies and The Belt Railway Company of Chicago to pay by way of rentals, sums aggre-
‘gating the interest on, and at maturity, the principal of, the Consolidated Mortgage Bonds.

By the terms of a Joint Supplemental Lease, to be dated March 1, 1936, the following tive proprietary companies will
assume a joint and several obligation to pay directly to the Trustee of the First and Refunding Mortgage, by way of addi-
tional rental for the use of property leased under the 1902 lease above mentioned (on which property the Consolidated
Mortgageisa first lien), sums equivalent to interest and sinking fund installments on the entire amount of Series D Bonds:

Chicago and Eastern Illinois Railway Company (in bankruptcy),

Chicago and Erie Railroad Company (controlled by Erie Railroad Company),

Chicago, Indianapolis and Louisville Railway Company (in bankruptcy),

Grand Trunk Western Railroad Company (controlled by Canadian National Rarlwa_y Company),
Wabash Railway Company (in equity receivership).

The respective trustees and receivers of the three companies that are being operated in bankruptcy or equity receivership
have been authorized by orders of Court to enter into the aforesaid Joint Supplemental Lease of March 1, 1936.

The foregoing is merely a brief outline of certain information contained in the
Offering Circular dated May 22, 1936, and is subject to the more detailed statements
therein. The entire Offering Circular should be read prior to any purchase of these
Bonds. Copies of such Offering Circular may be obtained from the undersigned.

Price 102% and Accrued Intefest

Morgan Stanley & Co. Incorporated and associates have severally agreed to purchase these Bonds from the Company at 100% and accrued interest
to date of delivery, when, as and if issued and accepted by them, and subject to authorization by the Interstate Commerce Commission, and also subject
to the approval of Messrs. Davis Polk Wardwell Gardiner & Reed of all legal proceedings in connection with their issue and sale. It is ezpected that
delivery of Bonds in temporary form, exchangeable for definitive Bonds when prepared, will be made at the office of J. P. Morgan & Co. on or about
June 1, 1936, against payment therefor in New York Funds.

; As more fullg/ set forth in the Offering Circular, the Underwriters have authorized the purchase and sale of Bonds for their respective accounts,
until the termination of the Agreement between themselves, either for long or short account, within the limits set forth in such Agreement.

MORGAN STANLEY & CO.

Incorporated
BROWN HﬂRRl)&!AN & COo. , EDWARD B. SMITH & CO.
neorporate:
THE FIRST BOSTON CORPORATION
KIDDER, PEABODY & CO. FIELD, GLORE & CO. LEE HIGGINSON CORPORATION

PAINE, WEBBER & CO - = HARRIS, HALL & COMPANY

(Incorporated) [
Dated May 22, 1936.




The Financial Situation

HE past week has been more or less dominated by
continued uncertainty occasioned by the situa-
tion surrounding the tax bill now being considered
by the Senate Finance Committee, and by the Guffey
Coal decision with its implications and immediate
consequences. Corporation presidents in their annual
reports to stockholders have one after another warned
of the costs certain to be inflicted upon the railroads
if the Guffey Act was found valid.. Many other cor-
porate officials have felt themselves obliged to hold
current plans in abeyance pending the time when
more definite information was at hand as to the
nature of the tax measure to be enacted by Congress
at this session.

which they seem to be able to convince themselves
may by some possible chance stand the scrutiny of
the Supreme Court. Apparently they would think
nothing of undertaking to write such a law over
night and having it pushed through Congress with-
out permitting ‘“doubts as to the constitutionality,
however reasonable ” to block its passage.

This is the method adopted in the case of the
measure now declared unconstitutional, and it was

‘conspicuously the procedure followed after the

invalidation of the Agricultural Adjustment Act.
There have of late been a good many reports, how
authentic it is not possible to say, that the Presi-
dent was seriously considering another attempt

The Tax Bill in the
-Senate

'HE latest dispatches
from Washington
report that the Senate Fi-
nance Committee has
agreed almost unanimously
to report a tax measure
raising the corporate in-
come tax to 189, retaining
the present capital stock
tax, and imposing a 79
tax on undistributed earn-
ings. According to these
accounts dividend income
in the hands of stock-
holders would be made
subject to the normal in-
dividual income tax rate of
4%, and certain holding
company features of the
House bill would be re-
moved. This obviously
would be a vast improve-
ment over the terms of the
iniquitous House measure
which it would supersede.
It is to be assumed that
the involved and obscure

“It Will Be Well to Remember 1his”

“If the security offered by an investment
banker has an intrinsically sound investment
quality and is priced in accordance with the
prevailing level for securities of its type, the
investment banker has discharged his duty to
the public. It is no fault of the investment
banker if, due to the fact that a bond was
brought out at a time when bond prices
generally were very high, as is the case at
present, the market price at some time during

‘the life of the security declines. The banker

does not make prices. Nor is the banker
responsible for the high level at which in-
vestment securities are selling today. The
government itself, by the various ways in
which it is contributing toward easy money,
is one of the responsible factors, and when
subsequently prices drop, as they are bound
to do, and the politicians blame the bankers,
al:: th’t,ay always do, it will be well to remember
this.

It is not often, unfortunately, that leading
figures in the financial district speak with
such frankness and force as is here in evi-
dence. Yet it is a member of one of the
oldest and most respected of the investment
banking firms of this country who spoke in
this admirable way to a group of advertising
men in New York City on Wednesday.

When an investment banker not only main-
tains the quality of his offerings, but makes
no secret of his opinion that prices of in-
vestment securities are higher than they can
remain indefinitely, it is difficult to see what

more could be expected of him except of course

to do his part as a citizen to dissuade his
government from policies he knows are cer-
tain sooner or later to cause investors losses.
This latter our financial leaders are now
much more disposed to do than was the case

to frame a new National
Recovery Act, or its equiv-
alent, despite rebuffs by
the Supreme Court. It
is not yet clear whether
and to what extent he is
prepared to support this
policy in the face of the
invalidation of the Guffey
coal measure. It mneed
hardly be pointed out that
such an attitude on his part
at this time could easily
result in a prolonged con-
tinuation of the present -
session of Congress which
both he and the legislators
at Washington have for
some time past been eager
to bring to a close, and
by the same token prolong
and enlarge the hazard of
the adoption of various
measures which most ob-
servers have considered
more or less dead for the
present by the very reason .
of the generally shared de-
sire to have Congress
adjourn.

wording of the House bill
will be replaced by simpler

a year or two ago.

What Will the

President Do?

and more understandable
terms. It remains for the future to disclose whether
the President has agreed, or can be persuaded, to
support the Senate Committee in a whole-hearted
fashion, or whether he will choose to make use of
the Conference Committee, which would have to
compose Senate-House disagreements, to retain some
or all of the features of the House measure.

A New Coal Act?

HE Supreme Court has, of course,had the fina]
word to say about the unconstitutional Guifey

Coal Act, although not with so unanimous a voice
as many would have liked, or as was perhaps to be
expected, in view of the National Recovery Act de-
cision to which all nine justices appended their

names. In spite of the decision, certain groups in
Congress, and some not in Congress, have at once
set to work to draft another bill by which they hope
to accomplish the “Guffey Aet , obiectives” and

[Woitized for FRASER
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At one of his press conferences late in the week,
after the court had handed down the Guffey Coal
decision, the President limited his “must” legisla-
tion to the relief bill and the tax measure, although
he added that there were a dozen or fifteen subjects
concerning which legislation at this session of Con-
gress might be desirable. He firmly declined, how-
ever, to have anything to say about his position
on coal legislation at this time, Astute politician
as he has repeatedly shown himself to be, he prob-
ably has learned a lesson from the hasty and ill-
considered “horse and buggy era” remarks just after

the National Industrial Recovery Act decision of

the Court. In the nature of the case, however, it
can be but a short time before the President must
make up his mind, if he has not already done so,
what if anything he wishes to have Congress do
about the situation created by this latest blow to
his program. Unless he is prepared to lend strong
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support to some definite action, it is unlikely that
any will be taken at this session.

Of course the best thing Congress can do with
the coal situation is to let it alone. It is merely
childish to say that the difficulties with which the
soft coal operators of the country find themselves
faced are due to the presence or the activities of
“chiselers.” There are certain peculiarities about
the nature, location and abundance of soft coal de-
posits that wundoubtedly open the industry to
dangers of abuse and waste, but the :immediate
trouble at present is of a wholly different nature.
The perfection of petroleum products and of mech-
anisms to utilize them in the production of heat
and energy has, along with very extended develop-
ment of water power during recent years, created a
competitive situation in which a substantial pro-
portion of the coal industry cannot make a living.
To suppose that by fixing prices and wages, and
attempting to control production, Congress or any
other body could in these circumstances “save” the
industry and provide employment for all the men
who might otherwise find employment in the coal
mines of the country is obviously to display a
naivete so great as to raise doubt as to its
genuineness.

Financial

What Is the Remedy?

What as a practical matter could Congress ef-
fectively do to improve this situation even if there
were no such thing as the Constitution? Of course
‘the Guffey Act was hastily conceived and drafted,
but probably no more so than any measure that
might now be devised to succeed it. That the whole
scheme as set forth in the law now declared invalid
was in actual practice unworkable and absurd could
not be made much plainer than Justice Cardozo
made it, albeit without in the least intending to
do so. Here is his description of certain features of
that measure: :

“The prices to be fixed by the District Boards
and the Commission must conform to the following
standards: they must be just and equitable; they
must take account of the weighted average cost of
production for each minimum price area ; they must
not be unduly prejudicial or preferential as between
districts or as between producers within a district;
and they must reflect as nearly as possible the rela-
tive market value of the various kinds, qualities and
sizes of coal, at points of delivery in each common
consuming market area; to the end of affording the
producers in the several districts substantially. the
same opportunity to dispose of their coals on a com-
petitive basis as has heretofore existed. The mini-
mum for any district shall yield a return, per net
ton, not less than the weighted average of the total
costs per net ton of the tonnage of the minimum
price area; the maximum for any mine, if a maxi-
mum is fixed, shall yield a return not less than
cost plus a reasonable profit.” L

How in the name of common sense could any
board or commission do more than fix a set of prices
arbitrarily chosen and not likely to be observed by
all of the trade? ' Yet here is'a description by a high
authority of the “price provisions” of the now de-
funct law that friends of the measure are making
an effort to “save,” as a result of what they consider
encouragement from the opinions of the dissenting
justices. It is not with the law on the subject that
we are now concerned. That was set forth in an able
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opinion of the Supreme Court on Monday. What is
needed is to set the record straight on the economiecs
of the question, or, to be more specific, the common
sense of the matter in hand.

‘ Laws as a Remedy

The present: Administration, and it must in all
candor be said a considerable number of people in
private life who ought to know better, seem to sup-
pose that when an industry or branch of business
is in difficulties some law must be framed to relieve
the situation, and apparently when all business is
having hard times the national government must
set it right again through some manner or form of
“planned economy.” It is upon a theory of this
kind that the National Industrial Recovery Act
was founded, as likewise the Agricultural Adjust-
ment Act, the more recent enactment to take its
place, the Guffey Coal Act, and a number of others.
So concisely and explicit does the minority opinion
in the Guffey Coal case express this general idea
that we take the following further sentences from it:

“There [in a previous case cited] a statute in
New York prescribing a minimum price for milk
was upheld against the objection that price fixing
was forbidden by the Fourteenth Amendment. We
found it a sufficient reason to uphold the challenged
system that ‘the conditions or practices in an indus-
try make unrestricted competition an inadequate
safeguard of the consumers’ interests, produce waste
harmful to the public, threaten ultimately to cut
off the supply of a commodity needed by the public,
or portend the destruction of the industry itself.

“All this may be said, and with equal if not
greater force, of the conditions and practices in
the bituminous coal industry, not only at the enact-

-ment of this statute in August, 1935, but for many

years before. Overproduction was at a point where
free competition had been degraded into anarchy.
Prices had been cut so low that profit had become
impossible for all except a lucky handful. Wages
came down along with prices and with profits.
There were strikes, at times nation-wide in extent,
at other times spreading over broad areas and many
mines, with the accompaniment of violence and
bloodshed and misery and bitter feeling. The sordid
tale ig unfolded in many a document and treatise.

“Congress was not condemned to inaction in the
face of price wars and wage wars so pregnant with
disaster. Commerce had been choked and burdened;
its normal flow had been diverted from one State
to another; there had been bankruptey and waste
and ruin alike for capital and for labor.”

There is of course a substantial body of truth in
this description of conditions in some of the soft
coal areas. Similar descriptions have often been
made of American agriculture, and at times of
various manufacturing industries, often with a de-
gree of truth. What all this has to do with the con-
stitutionality of this, that or other Act of Con-
gress is a subject for the Supreme Court to decide,
and it has been deciding such matters with vigor,
and, we think, common sense for a year or more.
But public policies in the face of such situations
naturally cannot be left to the courts. They are
matters for the people themselves to decide. It is for
this reason that it is of so much importance that
the rank and file of the citizens of the country study
these questions realistically at this time. Let the.
average business man ask himself not whether “there

¢
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ought to be a law,” but just what Congress can do
to alleviate these evil conditions in so far as they
are real.

Making Matters Worse

One thing is certain. It can succeed only in mak-
ing matters worse, not better, by such involved, fool-
ish laws as the National Industrial Recovery Act,
the Agricultural Adjustment Act, and the Guffey
Coal Act. These, one and all, were but hasty, ama-
teurish attempts to set up a partial system of

“planned economy” under the direction and manage-.

ment of politicians. Goodness, virtue and helpful-
ness simply were not in them. Mankind by actual
experience reaching through centuries had begun
to learn the ineffectiveness and the harmfulness of
such modes of procedure long before Washington
crossed the Delaware. Let those who now are cry-
ing for some substitute for the Guffey Coal Act, who
believe in the recently adopted agricultural legisla-
tion, and who would like to see some new National
Industrial Recovery Act placed upon the statute
book study the history of the seventeenth and
eighteenth centuries! We venture the opinion, first,
that they would soon come to a realizing sense of
the fact that they are not, as they now suppose,
treading new paths, and, second, that they would
not feel nearly so confident of the success of these
mad-cap adventures as they now profess themselves.

What is needed is not more restrictions, more spe-
cial subsidies, more governmental interferences, and
more tinkering by politicians, but much less of
them. Once remove artificial factors set up for the
special benefit of this, that or the other group, or
in misguided effort to cure or to control situations
that are beyond the control of government, all really
attempts to thwart natural forces, and the depress-
. ing conditions so often depicted will largely correct
themselves. Natural forces will not effect perfect
cures for such ills as these, but they will be much
more effective in relieving them than any laws Con-
gress can frame,

Federal Reserve Bank Statement ‘

HANGES in the banking statistics this week were
due almost entirely to the large arrivals of gold
from Europe, in consequence of the capital flight
from France, and to the enormous expenditures of
the United States Treasury for the New Deal pro-
grams. There is nothing especially comforting in
either aspect of this situation. The monetary gold
stocks of the country advanced $73,000,000 in the
week to Wednesday night, according to the Federal
Reserve statistical summary, and a high record of
$10,375,000,000 now is recorded. The Treasury
recompensed itself only in part for the gold acquisi-
tions by depositing certificates with the Reserve
banks, but the lag doubtless will be made up in the
future. In the meantime, Treasury funds in the
general account. with the Reserve institutions were
utilized heavily, and a sharp increase in member bank
balances resulted. The excess reserve balances over

legal requirements increased $90,000,000 in the week
covered by the current condition statement, to a total °

of $2,860,000,000. In coming weeks some very
sizable variations of excess reserves are to be ex-
pected, for the Treasury is expected to borrow fresh
funds in heavy volume in connection with the June
quarter-date financing, so that ample resources will
be at hand for the cashing of soldier bonus bonds.
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As on recent occasions, banks probably will prefer to
pay cash for a considerable portion of the new securi- °
ties, since even Treasury deposits figure in the Federal
Deposit Insurance Corporation levies. This will tend
to depress excess reserves, but it may well be that the
funds will flow back into banks quickly as bonus
bonds are-cashed. The variations, in any event, will
only give further emphasis to the artificial character
of the present monetary situation.

Gold certificate holdings of the 12 Federal Reserve
Banks, combined, increased only to $7,759,336,000
on May 20 from $7,729,834,000 on May 13, and as
cash in vaults showed a decrease the total reserves
were moved up modestly to $8,088,197,000 from
$8,067,213,000. Federal Reserve notes in actual cir-
culation declined slightly to $3,760,729,000 from
$3,762,028,000. Member bank deposits continued
their advance of recent weeks, and amounted to
$5,694,009,000 on May 20, against $5,611,072,000
on May 13, but Treasury deposits on general account
receded to $513,104,000 from $577,985,000. Varia-
tions in foreign bank and non-member bank deposits
were inconsiderable, so that total deposits increased
to $6,559,979,000 from $6,539,800,000. The increase
of reserves and the small drop in note liabilities over-
shadowed the gain in deposit liabilities, so that the
reserve ratio improved to 78.49, from 78.3%,. Other
aspects of the banking statistics reflected merely the
nominal changes common during the last two to three
years. Discounts by the system decreased $32,000
to $4,749,000, while industrial advances gained
$524,000 to $30,487,000. Open market holdings of
bankers’ bills dropped $33,000 to $4,544,000, and a
decrease of $12,000 was noted in holdings of United
States Government securities, to a total of $2,430,-
247,000. :

Corporate Dividend Declarations

'AVORABLE dividend declarations by corporate .
entities were numerous the present week and
embraced the following companies: E. I. du Pont de
Nemours & Co. declared an extra dividend of 70c.
a share in addition to the regular quarterly dividend
of 90c. a share on the'common stock, payable June 15.
Kennecott Copper Corp. declared a dividend of 30c.
a share on the common, payable June 30; payments
of 25¢. a share were made on March 31 last, 20c. on
Dec. 26, 1935 and 15¢. quarterly, previously. Utah
Copper Co. declared a dividend of 65c. a share on
the common, payable June 30; this compares with
50c. a share paid March 31 last, and $1.50 on Nov. 18,
1935, the latter being the first distribution on the
shares since 1931. American Surety Co. declared a
semi-annual dividend of $1.25 a share on the capital
stock, payable July 1, which compares with $1 paid
Jan. 2 last, and only 50c. semi-annually, previously.

Foreign Trade in April

HE foreign trade of the United States in April,

as in each previous month this year, was substan-
tially greater than in the same month of 1935. The
gain in imports in every month has been propor-
tionally greater than the gain in exports, although
the excess in January was only fractional. The
balance of trade in each month of 1936, except
January, has been on the side of imports. In view
of the fact that a balance on the side of imports
has not characterized the foreign trade statement
of the United States much more than a half dozen
times in the past 10 years, three successive unfavor-
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able balances must be classed as an unusual event.

For the four months ended April 30, 1936, im-
ports have exceeded exports by $14,334,000, whereas
in the same period of 1935 there was an export bal-
ance of $21,196,000. The value of merchandise ex-
ported in April was $193,490,000, an increase of
17.9% over April, 1935, and of merchandige im-
ported, $202,437,000, 18.7% higher than April, 1935,
leaving an import balance for the month of
$8,947,000. In April, 1935, imports amounted to
$164,127,000, and exports, $170,500,000, leaving an
import excess of $6,373,000. In issuing the April
statement the Department of Commerce observed
that larger exports of non-agricultural products,
including petroleum, metal manufactures, machin-
ery, electrical apparatus, chemical products and tex-
tile manufactures contributed to a large extent to
the gain in total exports over April,.1935. It was
noted that while a few agricultural products con-
tinued lower than last year, a large number of such
exports showed substantial improvement. Cotton
exports: were greater than April, 1935, but consid-
erably lower than March last. Exports of cotton
in April were 365,242 bales, valued at $22,763,704,
and in April, 1935, 338,812 bales, valued at $21,
796,636; in March, 1936, 419,996 bales, worth $26,-
322,214, were exported, which compares with 336,085
bales, valued at $21,816,598 in March, 1935.

- Among the items resulting in the import increase
in April, 1936, over the preceding year were larger
imports of cane sugar, cured rubber, hides and skins,
furs, unmanufactured wool, paper hase stocks, lum-
ber, cocoa and whisky and other spirits.

The specie movement to the United States con-
tinued in April. Imports of gold during the month
were §$28,106,000 and exports only $51,000; the total
- imports of the metal for the first four months
totaled $88,884,000 and exports $26,341,000. Silver
imports of $4,490,000 were considerably lower than
‘'other months in more than a year and a half, but
the total for the year to April 30 aggregates $88,-
625,000 compared with $67,280,000 a year ago. Ex-
ports continued on the same low level as in other
recent months, amounting to only $535,000 in April.

The New York Stock Market

SLOW_but steady liquidation of stocks was the
rule this week in the New York markets. There
were some encouraging developments, such as the
Supreme Court decision on Monday holding the
Guffey Coal Act unconstitutional, but the rallies
caused by incidents of this nature were short-lived.
New Dealers in Washington promptly considered
means of effecting the same sort of regulation in a
manner that might pass a Supreme Court test, and
_ the evidence that a punitive spirit still prevails. was
further bolstered by Senate taxation proposals which
would involve huge additional levies on corporations.
It would appear, moreover, that the Congressional ses-
sion will extend far into June, despite the desires of
many legislators to return to their constituencies for
electioneering. 'In view of these and other develop-
ments, stock prices drifted slightly lower for the
week as a whole. There were, of course, a few.
prominent exceptions to the downward trend. Trad-
ing on the New,York Stock Exchange amounted to al-
most 1,000,000 shares in each of the first two sessions
of the week, but the three subse quent periods were dull.

‘The trend last”Saturday was favorable and small
advances were registered in most securities, despite
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extreme dulness. On Monday a sharp but brief
rally occurred, when the Supreme Court ruling on the
Guffey Act was announced. The decision accorded
with expectations and the rally possibly was brief for
that reason. It brought out profit-taking on a con-
siderable scale and prices closed below previous
figures, with even the coal stocks failing to maintain
their gains. The largest movements of the week
occurred Tuesday, when liquidation developed in
nearly all parts of the list. Active issues fell 1 to 3
points, while others drifted fractionally lower. Much
of the ground lost was regained in an upswing on
Wednesday. Some of the motor stocks showed im-
pressive gains, while other industrial, food and metal
issues likewise advanced. Rail and utility shares
were modestly higher. Changes on Thursday were
quite unimportant, the small gains in some parts of
the list being balanced by equally small recessions
elsewhere. In a dull market yesterday, however,
prices moved a little higher, with industrial, utility
and carrier stocks all in demand.

The listed bond market reflected steady demand
for highly rated securities, while speculative and semi-
speculative obligations varied in general accord with
trends of equities. United States Government se-
curities moved higher in nearly every session and
almost all issues of such long-term bonds attained
record levels since issuance. New corporate flota-
tions remained small, and investment attention was
drawn to some degree to outstanding bonds of best
descriptions. Speculative bonds were somewhat less
vulnerable to bearish influences than stocks and many
obligations closed the week a bit higher. Foreign
dollar issues were irregular. Polish bonds fell sharply.
Commodity markets moved. in see-saw fashion, with
net changes small save in a few special situations.
The foreign exchange markets reflected lessened pres-
sure on the French franc and other gold bloc units,
but some additional shipments of gold from Paris to
New York were reported. Sterling and the curren-
cies associated with the British unit were steady.

On the New York Stock Exchange 15 stocks
touched new high levels for the year and 89 stocks
touched new low levels. On the New York Curb
Exchange 18 stocks touched new high levels and 54
stocks touched new low levels. Call loans on the
New York Stock Exchange remained unchanged
from the previous Friday at 1%.

On the New York Stock Exchange the sales at
the half-day session on Saturday last were 370,930
shares; on Monday they were 993,410 shares; on
Tuesday, 909,510 shares; on Wednesday, 685,570
shares; on Thursday, 668,130 shares, and on Friday,
679,230 shares. On the New York Curb Exchange
the sales last Saturday were 92,705 shares; on Mon-
day, 223,550 shares; on Tuesday, 206,660 shares; on
Wednesday, 168,500 shares; on Thursday, 162,640
shares, and on Friday, 172,215 shares.

The stock market this week moved in an irregular
fashion, with trading rather casual. On Monday the
decision rendered by the United States Supreme
Court on the Guffey Coal Act was reccived with
much joy, but its effect marketwise proved rather
disappointing. = Tuesday, following the decision,
prices were heavy and the market suffered the wid-
est losses of the month. For the remaining days of
the week little or no activity was noticeable, and
prices in many instances at yesterday’s close were
lower than for the same day a week ago.. General
Electric closed yesterday at 3614 against 3714 on
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Friday of last week; Consolidated Edison Co. of
N. Y. at 3215 against 297 ; Columbia Gas & Elec.
at 19 against 181 ; Public Service of N. J. at 4134
against 3934 ; J. I. Case Threshing Machine at 153
against 1531%; International Harvester at 8414
against 851%/; Sears, Roebuck & Co. at 6834 against
66 ; Montgomery Ward & Co. at 42 against 4154;
Woolworth at 5014 against 4954, and American
Tel. & Tel. at 162 against 16134 ; Allied Chemical &
Dye closed yesterday at 18974 against 194 on Friday
of last week; Columbian Carbon at 11714 against
116 E. I. du Pont de Nemours at 143 against 143;
National Cash Register at 2234 against 24; Inter-
national Nickel at 4614 against 47l4; National
Dairy Products at 2274 against 2314; National
Biscuit at 3434 against 3414; Texas Gulf Sulphur
at 35%% against 3614; Continental Can at 7334
against 7315 ; Eastman Kodak at 16214 against 166;
Standard Brands at 1514 against 1534 ; Westing-
house Elec. & Mfg. at 112 against 1137%; Lorillard
at 22 against 2214; United States Industrial Alco-
hol at 3814 against 4714; Canada Dry at 121,
against 111%; Schenley Distillers at 4234 against
451%, and National Distillers at 2914 against 3014.
The steel stocks show recessions for the week.
United States Steel closed yesterday at 57 against
58%% on Friday of last week; Bethlehem Steel at
50 against 5154; Republic Steel at 181 against
1914, and Youngstown Sheet & Tube at 53 against
53. In the motor group, Auburn Auto closed yester-
day at 29 against 31145 on Friday of last week;
General Motors at 6114 against 6334; Chrysler at
9414 against 9534, and Hupp Motors at 2345 against
256. In the rubber group, Goodyear Tire & Rubber
closed yesterday at 241% against 2554 on Friday of
last week ; United States Rubber at 2914 against 30,
and B. F. Goodrich at 1914 against 197%s. The rail-
road shares closed lower for the week. Pennsyl-
vania RR. closed yesterday at 2974 against 301/ on
Friday of last week; Atchison Topeka & Santa Fe
at 701, against 723/; New York Central at 341,
against 347 ; Union Pacific at 12434 against 12514
Southern Pacific at 3134 against 3234; Southern
Railway-at 1414 against 143/, and Northern Pacific
at 271 against 2834. Among the oil stocks, Stand-
ard Oil of N. J. closed yesterday at 5834 against
607 on Friday of last week; Shell Union Oil at
1634 against 1755, and Atlantic Refining at 281/
against 29345. In the copper group, Anaconda Cop-
per closed yesterday at 3314 against 3434 on Friday
- of last week; Kennecott Copper at 3634 against
37%; American Smelting & Refining at 7634 against
7814, and Phelps Dodge at 3314 against 3454,
Trade and industrial indices remain moderately
comforting. Steel ingot production for the week
ending today was estimated by the American Iron
and Steel Institute at 69.4% of capacity against
69.1% a week ago and 42.8% at this time last year.
Production of electrical energy for the week ended
May 16 was reported by the Edison Electric Insti-
tute at 1,961,694,000 kilowatt hours as compared to
1,947,771,000 kilowatt hours in the preceding week
and 1,700,022,000 kilowatt hours in the correspond-
ing week of 1935. Car loadings of revenue freight
totaled 681,447 cars in the week ended May 16, the
Association of American Railroads reports. This
is a gain of 12,512 cars over the preceding week and
of 98,497 cars over the same week in 1935.
As indicating the course of the commodity mar-
kets, the May option for wheat in Chicago closed

Volume 142

Moitized for FRASER
p://fraser.stlouisfed.org/

Chronicle 3399

yesterday at 95c. as against 931/c. the close on Fri-
day of last week. May corn at Chicago closed
yesterday at 6254c. as against 6254c. the close on Fri-
day of last week. May oats at Chicago closed
yesterday at 24l4c. as against 25%ge. the close on
Friday of last week. '

The spot price for cotton here in New York closed
yesterday at 11.69c. as against 11.73c. the close on
Friday of last week. The spot price for rubber
yesterday was 15.75c¢. as against 15.68¢c. the close on
Friday of last week. Domestic copper closed yester-
day at 9l4c., the same as on Friday of previous
weeks.

In London the price of bar silver closed yesterday
at 20 pence per ounce as against 207g pence per
ounce on Friday of last week, and spot silver in
New York closed yesterday at 443/c. against 4534c.
the close on Friday of last week.

In the matter of the foreign exchanges, cable
transfers on London closed yesterday at $4.9715 as
against $4.9615 the close on Friday of last week, and
cable transfers on Paris closed yesterday at 6.5834c.
as against 6.593/c. the close on Friday of last week.

European Securities Markets

RICE trends were irregular this week on stock
exchanges in the principal European stock
markets. Dealings were on an extremely small scale,
partly because of the lethargy in the New York mar-
kets, and partly because of the many uncertainties
of the European diplomatic and monetary situa-
tions. Less concern was manifested regarding the
immediate future of the French franc, owing to re-
assuring statements by the Premier designate, Leon
Blum, but some further gold exports fromParis were
necessary to keep the franc in line with the dollar
and pound sterling. Apprehensions also dimin-
ished as to possibilities of German mark devalua-.
tion, since Dr. Hjalmar Schacht continues in com.
mand of the economic destinies of the Reich, and
his views against internal devaluation are well
known. But the political position continued to cause
nervousness, as some means must be found to liquid-
ate the sanctions problem of the League of Nations
and the numerous questions raised by the Italian
conquest of Ethiopia. A little encouragement was
occasioned, on the other hand, by reports of contin-
ued progress in business in the leading industrial
countries of Europe. Particularly significant are
reports that steel production in England has at-
tained record proportions. The German business
position also appears to be improving, albeit largely
as the consequence of Government expenditures. In
France an understandable timidity now prevails, in
view of the impending formation of a Socialist Cab-
inet, and it may be some time before the distrust is
dispelled.
The London Stock Exchange was quiet in the
initial session of the week, with trends uncertain.
British funds opened firmly but receded thereafter,
while changes in the industrial section were mostly
"favorable. A few oil issues displayed strength and
rubber stocks advanced, but gold mining securities
were heavy. International securities were marked
down to conform with week-end advices from New
York. Better demand for gilt-edged issues was noted
on Tuesday, and' British funds participated in the
small gains. Most industrial stocks were marked
higher, although shares of building industry con-
cerns suffered from profit-taking. Diamond issues
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advanced on a rise in the price of uncut gems, but
oil stocks dipped, while gold mining securities were
steady. International securities again were lower.
Little business was done at London, Wednesday, and
the price trend was mainly downward British
funds declined fractionally, while home rail issues
likewise suffered. The industrial section was dull,
and only brewery and aircraft stocks escaped the
general decline. International securities were irreg-
ular, Official intimations that taxation will be in-
increased in the future depressed the London mar-
ket, Thursday. British funds lost ground, while in-
dustrial issues disclosed gains and losses in about
equal numbers. Gold mining shares improved, and
most international issues also were marked slightly
higher. Small recessions were noted in gilt- edged
issues yesterday, while industrial securities were
irregular. The international list was dull, with
changes small. ‘
Modest demand for almost all classes of securities
was reflected in the trading on the Paris Bourse,
Monday. Rentes were up fractionally, even though
they failed to close at best levels of the day, and
bank stocks also were higher with the exception of
Bank of France shares, which dropped 130 points.
French utility and industrial stocks and interna-
tional securities reflected quiet buying. The trend
was reversed on Tuesday, when small recessions
were recorded in almost all groups of issues. In-
timations that the forthcoming Socialist regime
may embark on a large and expensive program of
public works depressed the Bourse. Rentes, bank

stocks and industrial issues all receded, while in-
ternational securities held close to previous levels.
The market was dull, Wednesday, but even small

offerings sufficed to depress quotations materially.
Rentes lost much ground, and French bank and in-
dustrial securities also declined. International ob-
ligations were not much affected. The Bourse was
closed, Thursday, in observance of Ascension Day.
The tone yesterday was firm, but movements were
small.

The Berlin Boerse started the week with a fairly
active and cheerful session. Fears of internal in-
flation still were prevalent to a degree, and equities
of all kinds were in demand, but fixed-income issues
also developed modest strength. Shipping stocks
-were soft, with the decline attributed to the foreign
indebtedness of these corporations. The impression
gained ground Tuesday that Dr. Schacht would re-
sist successfully all endeavors for a formal internal
devaluation of the mark, and selling of stocks re-
sulted. Losses were small but general in equities,
while bonds improved. Dealings were small on
Wednesday, with the tendencies of the previous ses-
sion accentuated. Equities dropped rather sharply,
but fixed-interest securities improved. The Boerse
was closed Thursday, in observance of the religious
holiday. Modest trading yesterday resulted in
gains in nearly all parts of the list.

Chinese Silver

NNOUNCEMENT was made in Washington,
Monday, of another move to rescue China

from the currency difficulties occasioned by the
weird silver program of the Roosevelt Administra-
tion. Conferences that started early in April be-
tween representatives of the Chinese (Government
and of the United States Treasury were terminated
with an agreement whereunder substantial pur-
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chases of Chinese silver will be made over a period
of months. In subsequent dispatches from Nanking
it was intimated that the amount of silver involved
is 75,000,000 ounces, but no official statement was
made on this point. It was disclosed in Washington
by Ambassador Sao-ke Alfred Sze of China and Sec-
retary of the Treasury Henry Morgenthau -Jr., that
the American purchases will be made at market
values, while China will utilize the proceeds strictly
for currency stabilization purposes. If the Nanking
authorities so desire, gold will be made available
here in exchange for the silver. The agreement
naturally is in accord with the Silver Purchase Act,
whereunder silver is to be accumulated as a mone-
tary base. Chinese currency troubles only made

_their appearance after the United States Treasury

caused large and entirely artificial fluctuations in
market values of silver, a metal that for ages had
been the chief medium of exchange in China. The
Treasury hastily effected purchases of silver from
China in amounts of 19,000,000 ounces in November,
1934, and 50,000,000 ounces in November, 1935. De-
spite such maneuvers, China found it necessary to
decree the nationalization of silver late last year,
and it is presumably from stocks so accumulated
that the American purchases will be derived.

Quietly overlooking the circumstances that the
Chinese difficulties were caused by the erratic
Treasury program, Mr. Morgenthau expressed the
opinion that the monetary program being pursued
by China “is not only along sound lines, but consti-
tutes an important step toward the desired stability
of world currencies.” It was recalled that agree-
ments for purchase of silver had been made previ-
ously with Mexico and Canada, and Mr., Morgenthau
indicated that further negotiations with other silver-
producing countries would be welcomed. By this
means, he said, the groundwork can be laid for in-
ternational currency stabilization. Ambassador Sze
made public a statement by the Chinese Finance
Minister, Dr. H. H. Kung, in which monetary re-
forms were disclosed which “will assure the con-
tinued maintenance of an independent currency sys-
tem not linked to any foreign monetary unit, and
the permanent stabilization of Chinese. currency,
which will inevitably lead to greater economic im-
provement and prosperity.” Minimum reserves of
25% will be maintained against note issuance, it
was said, while silver coinage will be resumed in
the form of 50c. and $1 pieces, Chinese. With obvi-
ous reference to the new silver agreement with the
United States, it was indicated also that definite
arrangements have been made to increase the gold
and foreign exchange portion of the note-issue
reserve.

Trade Treaty with Finland

IGNATURES were attached in Washington,

' Monday, to a reciprocal trade treaty with Fin-
land, under which Finnish-American commerce can'
be expected to show some increase. The new accord
is the sixteenth negotiated under the Trade Agree-
ments Act of 1934, and it will be effective 30 days
after approval by the President of Finland and on
promulgation by President Roosevelt. Like other
accords in the series, this agreement is based largely
on concessions covering products of particular inter-
est to the two countries. “By the conclusion of this
agreement,” Secretary of State Cordell Hull an-
nounced, “the Governments of the United States and
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Finland have signalized their steadfast adherence
to that commercial policy which, by lowering the
unreasonably excessive barriers to trade and con-
firming the principles of equality and fair treatment
of commerce between the nations, prov1des oppor-
tunity for the restoration of large and profitable
international trade.” Substantial tariff reductions
were granted by Finland on a number of American
agricultural products, and also on a few industrial
items. Finland also bound on the free list various
other products. Our concessions to Finland, said
Mr. Hull, are such as to make this a mutually
prof1table trading arrangement.

Naval Armaments

A‘LL evidence continues to point toward further
and rapid increases of naval strength by
various important countries. The naval treaty
signed at London by representatives of the United
States, Great Britain and France was ratified
unanimously by the United States Senate, Monday,
but that document calls only for qualitative limita-
tions. At the'end of this year, when the ‘Washing-
ton and London pacts expire, all countries will be
free to build within the qualitative limits on the
basis of a mere exchange of information. It was
rumored in Tokio, Tuesday, that Japan may be will-
ing to make separate treaties with Great Britain
and the United States embodying the terms of the
recent tri-partite accord, and it is fairly well under-
stood that Japan will not start a naval race despite
her withdrawal from the London conference because
the principle of parity with the leading naval Pow-
ers was not conceded.

The satisfaction to be derived from the apparent
trend of Japanese sentiment is dispelled, however,
on consideration of developments elsewhere. The
British Government last week was reported to have
* notified other signatories of the 1930 London treaty
of an intention to proceed immediately with the
building of destroyers in excess of the limitations
provided. Not long ago it was indicated in Great
Britain that materials are to be assembled for con-
struction: of larger vessels immediately after exist-
ing treaties expire. The German Government ap-
pears to be taking advantage of the Anglo-Reich
accord for enlargement of the German fleet to a
- maximum of 35% of the British fleet, as extensive
building of submarines and small surface craft is
reported. The British Government has started nego-
tiations for a naval treaty with Russia, but the
latter country aheady has interposed some serious
difficulties. The Russian Asiatic fleet can be lim-
‘ited, the British Government was informed late last
week, only if an accord can be reached with Japan.
Any provision for limitation of the Russian naval

" strength must also be binding on Germany, the Rus-

sians contend. |
Ethiopia
AVING conquered Ethiopia, military forces of
the Ttalian Government now are engaged in
the endeavor to pacify the country and rid it of the
roving bands of marauders always formed from the
remnants of defeated armies. Little reliable news
is available from Ethiopia itself, but it would seem
that the Ttalians will find pacification difficult and
costly. Wholesgle executions are reported to have
taken place in Addis Ababa of natives who looted
the city before the Italian entry, and those put be-
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fore the Italian firing squads are said in some in-
stances to have been guilty of little more than
passive opposition to the invaders. Four foreign
press correspondents were ousted from Addis Ababa
early this week, for reasons that are not entirely
clear. Italian requests have been made to the Brit-
ish and French Governments for withdrawal of the
troops those countries sent to Ethiopia last autumn,
but there are no indications of compliance. Rumors
are current, meanwhile, that stiff resistance will be
put up in Western' Ethiopia when Italian forces
attempt to penetrate that part of the country. In
celebration of the victory, Premier Benito Musso-
lini ordered a partial political amnesty, Tuesday,
and 495 prisoners were released from the penal
islands near Italy where they were confined. The
Italian Finance Minister addressed the Italian
Chamber of Deputies on the budget, Wednesday, but
he carefully refrained from supplying any figures
on the national finances or the cost of the Ethiopian
war. The various decrees covering war appropria-
tions indicate, however, that actual expenditures
for the conquest range from $800,000,000 to
$1,000,000,000. ‘

The League of Nations will not resume its con-
sideration of the Ethiopian problem until June 16,
and it is possible that the sanctions imposed by the
all but impotent body then will be lifted. Guate-
mala notified the League last Saturday of its with-
drawal, and the move caused a little concern in
Geneva, even though it seems probable that Italian
influence motivated the Central American country.
In Great Britain and France much thought is being
given to the League problem, but conversations of
an official nature probably will be deferred wuntil.
after the new French Cabinet is formed. British
naval forces in the Mediterranean were reduced on
Tuesday, and this may be an indication that inter-
national tension is lessening. But several incidents -
of a disquieting nature also were reported this
week. Foreign Secretary Anthony Eden discoursed
at length before the British House of Commons,
Monday, regarding Italian allegations that dumdum
bullets of British manufacture were used by Ethi-
opians in the struggle. Mr. Eden made it clear that
the Ttalian military attache in London used the
services of a “notorious purveyor of false informa-
tion” to obtain samples of such soft-nosed bullets
from a British firm, ostensibly for use in shooting
wild animals. Prime Minister Stanley Baldwin was
requested by a Member on Thursday to make it clear
that Great Britain would not permit Italian inter-
ference in the affairs of Egypt or Palestine, and
the assurance was given readily. The French Gov-
ernment made it plain, Thursday, that an Italian
expulsion of a French priest from Ethiopia was “in-
acceptable,” and diplomatic conversations on this
matter are anticipated.

French Cabinet
REMIER-DESIGNATE LEON BLUM, leader
of the French Socialist party, engaged in pro-
tracted conversations this week as a preliminary to
the formation of a Cabinet to succeed the temporary

regime formed by Premier Albert Sarraut. The
government to be formed by M. Blum will have
ample support in the Chamber which convenes early
next month, for the Radical-Socialists will partici-
pate, while passive approval by the Communists
also is probable. But some difficulties already have

[Moitized for FRASER
p:/lfraser.stlouisfed.org/




. 3402 Financial

appeared. Edouard Herriot, former Premier and
one of the heads of the Radical-Socialists, declined
an invitation early this week to take the post of
Foreign Affairs in the new regime. It was reported
that M. Herriot declined because the first task of
the government probably will be to put an end to
the sanctionsagainstItaly which the former Premier
earnestly advocated. M. Blum continued to give
gsome intimations of his probable course of action
 as Premier, and the mildness of his utterances
proved reassuring to the French capitalists who
sent their funds abroad in large volume immediately
after the election. One exceedingly interesting
point was raised by the Premier-designate during a
speech before the American Club of Paris, late last
week. He spoke frankly of the war debt question,
and remarked that Frenchmen have a tendency to
think of the debts as effaced and abolished. Per-
sonally, however, he was well aware that the debt
question still exists in American opinion, he added.
He pointed out that France always viewed German
reparations and the war debts as interconnected, but
in a subsequent passage mentioned that “in all mat-
ters and on all grounds respect for international
contracts and for international signatures must be
preserved or reestablished.”

Austria

OLITICAL developments in Austria are of great
importance to all European countries, since

the remnant of the old Dual Monarchy is a bone
of contention between the two great fascist regimes,
with the democratic governments of Great Britain
and France determined upon the continued inde-
pendence of the small State. The Austrian political
realignment of last week, whereby Vice-Chancellor
Prince Ernst Ruediger von. Starhemberg was
ousted, continued to attract much attention for this
reason, but the evidence now indicates that this inci-
dent was chiefly of internal significance. Chancel-

lor Kurt Schuschnigg consolidated the reins of gov- .

ernment in his own hands and is regarded at the
moment as the virtual dictator of the country. He
outlawed the Heimwehr last week and endeavored
by this means to remove the chief support upon
which the volatile Prince Ernst von Starhemberg
relied. The “Fatherland Front” organization,
which observes the commands of the Chancellor,
was designated late last week as the only legal
political organization in Austria. Prince von Star-
hemberg, who was on a visit to Italy at the time,
was appointed patron of the Fatherland Front
Mother’s Help Section, but whether this was in-
tended as an honor or an insult is not clear. A
little uncertainty was caused ‘Wednesday when
Prince von Starhemberg returned from Rome and
was greeted vociferously by members of the Heim-
wehr, which he founded and headed, but this infrae-
tion of the regulations apparently was allowed to
pass unheeded. It was intimated in Rome that the
Prince failed to obtain any promises of support from
Premier Mussolini, which doubtless clipped his
wings. Chancellor Schuschnigg issued a decree on
Thursday augmenting the power of the Fatherland
Front organization and establishing a volunteer
militia which is expected to supplant the Heimwehr.

: Polish Cabinet
OLISH economic difficulties found their reflec-
tion late last week in an' abrupt change of
government. The situation has been strained since
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decrees were issued in April restricting dealings in
foreign exchange and prohibiting gold exports.
That move signified the apparent end of the effort
to “deflate” in Poland, but the Cabinet headed by
Zyndram Koscialkowski contained Ministers who
were charged with having occasioned misery and
suffering by their policies. The Cabinet resigned
on May 15, and President Ignatz Moscicki immedi-
ately entrusted the formation of a new regime to
General Felicien Slawoj-Skladkowski, who took the
oath of office last Saturday while wearing his uni-
form. Most of the Ministers were reappointed, but
it was held significant that the post of Minister of
Industry was given to Antoni Ronan, who may pos-
sibly exercise stringent control over all foreign trade
and exchange dealings. The new Premier was a
close personal friend of the late dictator, Marshal
Joseph Pilsudski, and a stern rule is anticipated.

The change in government is almost equaled in
importance by the recent resignation of Colonel
Adam Xoc as President of the Bank of Poland.
Colonel Koc is an ardent upholder of the gold stand-
ard and of unrestricted foreign trade. He was suec-
ceeded last Saturday by Dr. Ladislaw Byrka, who
promptly stated that there will be no devaluation
of the zloty and no inflation. But such statements,
a Warsaw dispatch to the New York ¢“Herald
Tribune” remarked, have come to be regarded as
little more than routine. Of much interest is an
announcement here, Thursday, that the next cash
sinking fund payment on the Polish 8% dollar loan
will not be made as required by the loan agreement,
as the Polish Government has decided to turn over
to the fiscal agents $700,000 of such bonds now held
by the Polish Government itself for cancellation.
Interest payments will continue to be made, it is
stated. ' '

Constitutional Rule in Cuba
WIT]] the inauguration on Wednesday of Presi-
dent Miguel Mariano Gomez y Arias, the
Government of Cuba was returned to a Constitu-

“tional status for the first time since the Machado

regime was overthrown in August, 1933. Dr. Gomez
was elected by an overwhelming majority last Janu-
ary, and he was greeted with popular acclaim on his
inauguration. Late on Wednesday the new Presi-.
dent delivered his first message to the Cuban Con-
gress. As on former occasions, he urged the reestab-
lishment of Cuban credit, the reference being inter-
preted to mean that he favors payment by Cuba on
the defaulted Public Works bonds which were
floated in the United States. Broad but carefully
considered reforms in social, economic and agricul-
tural legislation were recommended, while the need
for a sweeping political amnesty also was recog-
nized. Personal liberties are to be respected here-
after, Dr. Gomez said, and offenders against the

. laws will be delivered to the regular tribunals of

justice. In a tilt at the armed forces of Cuba, which
exercised complete control on many occasions in
recent years, the new President remarked that
“force alone is precarious if it is not animated and
authorized by reason and justice, without which
firm and permanent peace cannot exist.” The Cabi-
net named by Dr. Gomez was considered generally
satisfactory and capable of dealing with the many
difficult problems facing the new regime. The

selections made are as follows:

SECRETARY OF STATE—Jose Manuel Cortina.
TREASURY—German Walter Del Rio.
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JUSTICE—Estanislao Cartana.
INTERIOR—Carlos Pelaez,
AGRICULTURE—Jose Gomez Mena.
PUBLIC HEALTH—Manuel Mencia,
EDUCATION—Luciano Martinez,
NATIONAL DEFENSE—General Rafael Montalvo.
PUBLIC WORKS—Raul Simeon,
COMMUNICATIONS—Rafel Santos Jimenez.
COMMERCE—Eudaldo Bonet. ;

. LABOR—Augustin Cruz Fernandez.
PRESIDENCY—Domingo Macias,

Bolivian Overturn

OST. of the Latin American countries have
attained a measure of political stability
since the wave of revolutionary movements swept
over them some years ago. But a new overturn
occurred in Bolivia last Sunday, and it appears to
bear a close resemblance to the assumption of mili-
tary control in Paraguay. The two countries were
* opponents in the exhausting Chaco war, and it is
perhaps not surprising that the respective internal
political situations now are being adjusted in much
the same way. The Bolivian coup d’etat was engi-
neered by a military junta, in the usual manner of
Latin American revolts. Army leaders, said to be
allied with members of the Socialist party, took over
control of the government at La Paz without resist-
ance of any kind, and President Jose Luis Tejada
Sorzano promptly complied with a demand for his
resignation. A general strike had been called on the
previous day by the labor federation, and megotia-
tions for adjustment of the difficulty were fruitless.
It was in this agitated situation that the military
junta acted, with the result that the strike was
terminated immediately. The military junta,
headed by Colonel David Toro, issued a manifesto
calling for the organization of a new fatherland,
based on social justice, equity and equahty, while
the tendency of the regime was indicated addition-
ally by the declaration that a few persons held
“the great fortunes formed by exploiting the natural
riches of our territory.” A mew Cabinet was named
tentatively, but it did not content Colonel Toro, who
was named Proyisional President, and further
changes. are probable. The leader of the revolt de-
clared that a new Constitution would have to be
formulated on radical Socialist principles in an
attempt to improve the lot of the workers,

Discount Rates of Foreign Central Banks

HE Bank of Italy on May 18 reduced its discount
rate from 59, to 4149,. The 59, rate had been
in effect since Sept. 9, 1935, at which time it was
raised from 4149,. Present rates at the leading
centers are shown in the table which follows:
DISCOUNT RATES OF FOREIGN CENTRAL BANKS

Rate n Pre-
Effect Date vious
May22| Established | Rate

Austria....| 834
_ Batavif....
Belgium ...
Bulgaria. ..

Rate in
Effect
May22

Country Date
Established
Aug. 28 1935
Nov. 29 1935
June 30 1932
May 18 1936
Apr. 6 1936

Feb

July 10 1935
1 1935

NN
RN

RN

g
wPnwwn | B2Y
=2 Wk | BE?

&

July 181933
Jan. 11936

Colombia. .
Czechoslo-

vakia....
Danzig. ...
Denmark . .
England...

Jugoslavia -
Lithuania..
Moroceo..-
Norway. ..
Poland....-
Portugal. ..
Rumania - -
South Africa,

N
X X

N

June 30 1932
Sept. 25 1934
Dec. 41934
May 6 1936
Sept. 30 1932
Oct. 13 1933
23 'Feb. 31936

Dec. 13 1934
Dec. 71934
May 15 1933
July 10 1935,
Dec. 11933
May 2 1935

NN

IR TN I DD i P i 0o o

b

NRDRDIOWNG RN
XX XR KX X
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N

X

Switzerland

WA IO Gl IR

Foreign Money Rates

N LONDON open market discount rates for short
bills' on Friday were 9-169,, as against 9-169, on
Friday of last week, and 9-16%, for three-months’
bills, as against 9-169, on Friday of last week.
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Money on call in London on Friday was 14%. At
Paris the open market rate was raised on May 19 to
624% from 69, whxle in Switzerland the rate re-
mains at 214%,.

Bank of England Statement"
HE statement of the Bank for the week ended
May 20 shows still another gain in bullion,
amounting this time to £1,085,000 which raises the
total again to a record high of £206,188,494. A
year ago gold holdings aggregated £193,404,330.
Since the gain in gold was attended by a contraction
of £1,660,000 in note circulation, reserves rose
£2,746,000. Public deposits increased £7,697,000,

~while other deposits fell off $3,371,545. Of the

latter amount £3,133,072 was from bankers’ accounts
and £238,473 from other accounts. The reserve
ratio is at 31.23%, compared with 30.18%, a week
ago and 43.659%, last year. Loans on government
securities rose £1,290,000 and those on other securi-
ties £304,305. Other sécurities consist of discounts
and advances which fell off £1,683,537 and securities
which increased £1,987,842. No change was made
in the 29, discount rate. Below we compare the

different items with other years:
BANK OF ENGLAND'S COMPARATIVE STATEMENT

May 20
1936

May 22
1935

May 23 May 24
1934 1933

May 25
1932

£ £ £ £ £

423,129,000(387,609,761|379,641,4791369,873,754|354,221,189
Public deposits 21,027,000| 14,356,763| 13,365,237| 15,707,046| 23,606,213
Other deposits 116,845,802/136,351,773|133,662,234|136,456,764|110,492,483
Bankers' accounts.| 80,081,502{100,781,913| 98,170,466| 99,204,834| 77,544,132
Other accounts...| 36,764,300 35,569,860( 35,491,768 37,251,930| 32,948,351
91,173,310 85,486,044 76,549,807 70,001,127| 69,374,656
21,396,495| 17,206,328 15,768,444| 22,810,605 35,960,003
7,142,831 5,368,264| 5,256,906 11,573,631| 12,171,642
14,253,664 11,838,064( 10,511,538 11,236,974| 23,788,361
Reserve notes & coin| 43,058,000 65,794,569 72,488,667| 77,134,929( 46,539,917
Coin and bullion. .. (206,188,494(193,404,330(192,130,046|187,008,683|125,761,106
Proportion of reserve

to liabilities 31.23% 43.66% 49.30% 50.69% 34.70%
Bank rate 2% 2% 2% 2% 2% %

Cireulation

Other securities
Disct. & advances.

Bank of France Statement

HE statement for the week ended May-15 shows

a further decline in gold holdings of 514,472,287
francs, making the total loss of the Bank’s gold re-
serves for the eight weeks from March 20 to May 15,
8,184,920,630 francs. Gold now aggregates 57,515,~
500 778 francs in comparison with 79,761, 970 001
francs a year ago and 77,086,190,795 francs two years
The reserve ratio stands now at 62.35%, com-
pared with 80.029%, last year and 78.679%, the previous
year. Credit balances abroad, bills bought abroad,
advances against securities and creditor current ac- °
counts register decreases, namely 268,000,000 francs,
3,000,000 francs, 59,000,000 francs and 399,000,000
francs respectively. Notes in circulation record a
loss of 453,000,000 francs, bringing the total down to
83,535,403,345 francs. Circulation a year ago aggre-
gated 82,002,283,420 francs and the year before 80,-
391,612,470 francs. French commercial bills dis- .
counted is up 459,000,000 francs. Below we furnish

a comparison of the various items for three years:
BANK OF FRANCE'S COMPARATIVE STATEMENT

Changes

Jor Week May 15, 1936 | May 17, 1935 | May 18, 1934

Francs Francs Francs Francs
—514,472,287(57,515,500,778(79,761,970,001/77,086,190,795
—268,000,000 9,159,413 10,240,577 13,218,612
+459,000,000(17,506,652,291| 3,877,029,394| 4,662,784,759

—3,000,000( 1,289,482,373| 1,128,488,752

—59,000,000( 3,444,290,739| 3,132,739,353
—453,000,000/83,535,403,345|82,002,283,420
—399,000,000| 8,709,309,298/17,676,836,621{17, 597 281,031

Propor n of gold on

hand to sight liab. +0.02% 62.35 80.02% 78.67%
a Includes bills purchased in France. b Includes bills discounted abroad.

Bank of Germany Statement
HE statement of the Bank for the second quarter
of May shows a loss in gold and bullion of 925,000
marks, bringing the total down to 70,044,000 marks.

Gold holdings
Credit bals. abroad.
a French commercial
bills discounted. .
‘b Bills bought abr'd
Adv. against securs.
Note circulation..-
Credit. current accts

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




3404 Financial

Gold a year ago totaled 82,274,000 marks and two
years ago 160,894,000 marks. Reserve in foreign
currency, silver and other coin and other assets
record decreases, namely 90,000 marks, 16,830,000
marks and 17,400,000 marks respectively. The re-
serve ratio, at. 1.859,, compares with 2.47%, last year
and 4.879, the previous year. Notes in circulation
show a contraction of 70,264,000 marks, bringing the
total down *o 4,086,814,000 marks. Circulation a
year ago aggregated 3,449,271,000 marks and the
year before 3,460,691,000 marks. A decrease appears
in bills of exchange and checks of 120,576,000 marks,
in advances of 11,509,000 marks, in investments of
9,598,000 marks, in other daily maturing obligations
of 35,529,000 marks and in other liabilities of 2,468,-
000 marks. A comparison of the various items for
three years appears below: :
REICHSBANK'S COMPARATIVE STATEMENT

Changes
Jor Week

Poioh ks
—925,000

[|May 15, 1936 May 15, 1935'M’all 15, 1934
Reich

ks
70,044,000

Reich. ks | Reich ks
82,274,000/ 160,894,000
No change 19,520,000| 21,993,000 28,524,000
-+90,000 5,428,000 4,051,000| ¢ 5,228,000
—120,576,000(4,138,598,000/3,606,372,0002,987,515,000
+16,830,000| 197,437,000| . 206,246,000/ 261,688,000
» 1,532,000, 11,800,000 12,296,000
—11,509,000( 41,523,000( 65,492,000| 62,696,000
—9,598,005| 538,618,000| 675,944,000/ 642,428,000
+17,400,000{ 351,938,000/ 641,166,000\ 573,048,000

—70,264,000{4,086,814,0003,499,271,000,3,460,691,000
—35,529,000( 650,301,000, 957,767,000( 477,080,000

—2,468,000{ 171,541,000| 215,123,000 145,225,000
Propor. of gold & for'n

curr. to note circul'n. +0.019% 1.85%, 2.479% 4.89
* Validity of notes on other banks expired March 31, 1936.

New York Money Market
QUIET conditions prevailed in the New York

Assets—
Gold and bullion
Of which depos. abroad
Reserve in foreign curr.
Bills of exch. and checks
Silver and other coin. ..
Notes on oth. Ger, bks.

Notes in circulation. ...
Other daily matur. oblig
Other liabilities

money market this week. The slightly higher
rates for loans secured by Stock Exchange collateral
established two weeks ago were maintained, but
hardly any new business was done. Call loans on
the New York Stock Exchange held to 1%, whether
renewals or new loans, while time loans were offered
at 114 % for all maturities to six months. No altera-
tions occurred in bankers’ bill or commercial paper
rates. The Treasury sold last Monday two further
series of discount bills. One series of $50,000,000,
due in 209 days, was awarded at an average of
0.156%, while a second series, due in 273 days, also

of $50,000,000, was awarded at an average of-

0.181%, both computed on an annual bank dis-
count basis.

New York Money Rates

EALING in detail with call loan rates on the
Stock Exchange from day to day, 19, was the
ruling quotation all through the week for both new
loans and renewals. There has been no change this
week in the time money market. Rates continue
nominal at 1149, for all maturities. The market for
prime commercial paper has been fairly active this
week. The demand has been strong and paper has
been in good supply. Rates are 349, for extra
choice names running from four to six months and
19, for names less known.

Bankers’ Acceptances

"T"HE demand for prime bankers’ acceptances has

been fairly strong this week, but trading has been
quiet due to the limited supply of paper. Rates are
unchanged.  Quotations of the American Accept-
ance Council for bills up to and including 90 days are
3-16% bid and 149, asked; for four months, 49,
bid and 3-169, asked; for five and six months, 34%
~ bid and 5-169%, asked. The bill-buying rate of the
New York Reserve Bank is 149, for bills running

‘they continue to fix their own rates.
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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 $4,677 -
000 to $4,544,000. Open market rates for acceptances
are nominal in so far as the dealers are concerned, as
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 bil % 516 % 516 b 36
——90 Days—— ——60 Days— ——30 Days—
Bid Asked Bid Asked Bid Asked
Prime eligible bills % Y6 % 36 %

FOR DELIVERY WITHIN THIRTY DAYS

Eligible member banks
Eligible non-member banks

%% bld

Discognt Rates of the Federal Reserve Banks

HERE have been no changes this week in the
1ediscount rates of the Federal Reserve banks.
The following is the schedule of rates now in effect
for the various classes of paper at the different
Reserve banks: ‘
. DISCOUNT RATES OF FEDERAL RESERVE BANKS

Rate in !

Effect on
May 22

Federal Reserve Bank Date
Established

Feb. 81934
Feb. 21934
Jan, 17 19356
May 11 1935
May 9 1935
Jan. 14 1935
Jan. 19 1935
Jan. 31935
May 14 1935
May 10 1935
May 81935
Feb. 16 1934

N
X X

N

RNNONNDDNRIDNDNN

19 15 19 19 19 B9 1O 10 1= 10 s 13
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Course of Sterling Exchange

TERLING exchange presents no new features of
importance from those of recent weeks. The
market continues to be dominated by caution induced
by the doubtful position of the French franc. For the
present at least fears have temporarioy subsided
as to the immediate outcome of French financial
and currency policies, so that the {ranc is ruling
firmer above points at which gold may profitably be
exported from Paris to any other centers. This
temporary subsidence of fears concerning the franc
has made it less necessary for the British control to
intervene in the market during the past week to
steady the relation of sterling and the franc. - The
foreign exchange markets here and in London are
exceptionally dull as they are almost completely
under the influence of trading caution. The range for
sterling this week has been between $4.96 7-16 and -
$4.975% for bankers’ sight, compared with a range of
between $4.9534 and $4.9854 last week. The range
for cable transfers has been between $4.9614 and
$4.9734, compared with a range of between
$4.957% and $4.9834 a week ago.
The following tables give the mean London check
rate on Paris, the London open market gold price,
and the price paid for gold by the United States:

MEAN LONDON CHECK RATE ON PARIS

Saturday, May 16 75.320 |\ Wednesday, May 20 75.493
‘ 75.492

75.533

Monday, May 18 75.371 | Thursday,
Tuesday, May 19 75.513 | Friday, May 22

LONDON OPEN MARKET GOLD PRICE
Saturday, May 16 140s. 3d. | Wednesday, May. 20__139s. 11%4d.
Monday, May 18 140s. 1d. Thursday, "May 21..139s. 11%5d.
Tuesday, May 19______139s. 11d. | Friday, May 22_.139s. 111sd.

PRICE PAID FOR GOLD BY THE UNITED STATES (FEDERAL
RESERVE BANK)
$35.00 | Wednesday, May 20_ ... __ $35.00
--. 35.00 | Thursday, May 21____.___ 35.00
35.00 | Friday. May 22

Saturday, May 16
Monday, May 18.__.
Tuesday, May 19
While the foreign exchange market here and in
London especially is relatively inactive and bankers
and foreign exchange traders await the eventualities
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which may develop after the formation of the new
French government in June, sterling is expcetionally
firm owing to heavy demand in foreign centers.
There is a constant flow of funds to London. The
rate in terms of the dollar might be firmer than it
now is, but for the circumstance that the movement
of foreign funds into American securities still con-
tinues, though on a diminished scale. There has even
been an apparent withdrawal of short-term forelgn
money from New York to London.

During the past week or more evidence has existed
that the British Exchange control has been directing
its policy toward keeping down the premium on
gold in the London open market with a view to
steadying the sterling-franc situation. On numerous
occasions the London gold price was quoted in terms
of the dollar just under $34.80, which might make
it profitable to ship gold from London to New
York. These operations worked in favor of the
- .dollar and to this extent prevented a further rise
in sterling with respect to the dollar. Meanwhile
sterling is. seasonally firm against the dollar on
business account, and now the tourist requirements
are beginning to take effect and will become an
important factor until the end of August, when
autumn pressure against London normally begins.

Several ‘‘unofficial” steps have been taken in

London recently apparently to protect the franc
but actually to maintain the integrity of the pound
in terms of gold. It is well known that for a long
time there has been a heavy demand for British
bank notes and gold coins in London, originating
in various Continental quarters but chiefly in France.
This hoarding was largely responsible for increasing
the Bank of England’s note circulation on May 13
to the high figure of £424,789,000, exceeding the
previous record of last Christmas by £283,415,
and £34,468,000 higher than last year. The in-
crease in the Bank’s circulation is also due to the
expansion in British trade, but the extraordinary
increase registered during the past month is due
entirely to foreign demand. The British authorities
are believed to have asked the London banks to
discourage currency transactions. Bullion brokers
and the banks are asked to refrain from buying gold
coins at a premium. A simple request by the financial
authorities in London is as effective as a legislative
enactment. Current statement of the Bank shows
" a decrease in circulation of £1,660,000.
Further evidence of the cooperation between the
- London banks and financial authorities was found
several days ago when it was reported that the
British authorities had placed a ban on credit to
Germany on the ground that financial collapse of
that country was imminent. The London banks were
prompt to deny that they had been given warning
on the subject of these credits. Nevertheless a
warning was implicitly conveyed. What really
happended was that there had been criticism in
Parliament that British bankers were assisting Ger-
many’s rearmament by increasing their short-term
credits. Chancellor Chamberlain took occasion to
state that he had no reason to believe that bankers
were acting otherwise than in accordance with the
general feeling in the House of Commons in this
matter.

Immediately thereafter Mr. J. W. Beaumont
Pease at the annual dinner of the Bankers Associa-
tion affirmed that none of the London clearing banks
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had given any credits to Germany other than those
in the standstill agreements. The London bankers
agreed that German banks have in many instances
drawn up to the full amount of their credit lines for
the legitimate movement of goods against documents.
It is also understood that some London finance houses
outside the clearing banks have increased their credit
lines to Germany, but in future, no doubt owing to
the political opposition to such accommodation, they

will be less amenable. '

During the past month the Bank of England made
unusually heavy purchases of gold. Frequently such
purchases have been far in excess of the amounts
daily available in the open market. Therefore it is
concluded that the British exchange control has been
selling gold to the Bank of England. It is also be-
lieved that the exchange control has been placing gold
in the open market in order to depress the sterhng
price for gold at a time when a rising franc rate would
call for a higher gold price. Such an operation would
have the effect of lowering the premium on the metal
to a point at which shipments of gold from Paris to
London would hardly be profitable.

London open market money rates continue un-
changed from recent weeks. Call money against bills
is in supply at 149%,. Two- and three-months’ bills are
9-16%,. Four- and six-months’ bills are 249,. All
the gold available in the London open market con-
tinues to be taken for unknown destinations, chiefly
for account of foreign hoarders, who generally leave
the gold on deposit with the London banks. On
Saturday last there was available £103,000; on Mon-
day, £417,000; on Tuesday, £269,000; on Wednesday,
£330,000; on Thursday, £126,000; and on Friday,
£275,000. The Bank of England bought £1,330,080
in gold bars during the week.

At the Port of New York the gold movement for
the week ended May 20, as reported by the Federal
Reserve Bank of New York, was as follows:

GOLD MOVEMENT AT NEW YORK MAY 14-MAY 20, INCLUSIVE

Imports Ezports
$59,986,000 from France
4,994,000 from Holland
2,235,000 from India
153,000 from England
99,000 from Russia

$67,467,000 total

. Net Change in Gold Held Earmarked for Foreign Account
Decrease $700,000

Note—We have been notified that approximately $357,000 of gold was
received at San Francisco from Australia.

The above figures are for the week ended on
Wednesday. On Thursday $6,300 of gold was re-
ceived from Guatemala. There were no exports of-
the metal, but gold held earmarked for foreign
account increased $6,300. On Friday $30,700 of gold
was received from Russia. There were no exports of
the metal or change in gold held earmarked for
foreign account. On Friday it was reported that
$370,000 of gold was received at San Francisco from
China. '

Canadian exchange during the week was quoted at
a discount of 5-169) to 149.

Referring to day-to-day rates sterling exchange on
Saturday last was inclined to firmness in dull trading.
Bankers’ sight was $4.96 7-16@$4.96 9-16; cable
transfers, $4.9616@$4.962¢. On Monday sterling
was firm on active European demand. The range
was $4.96 11-16@%4.973% for bankers’ sight and
$4.9634 @$4.97 7-16 for cable transfers. On Tuesday
the pound was firm and steady. Bankers’ sight was
$4.96 11-16@%4.97 3-16 and cable transfers were
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$4.963/@$4.9714. On Wednesday sterling was firm
on European buying. The range was $4.96 15-16@
$4.97 1-16 for bankers’ sight and $4.97@$4.971% for
cable transfers. On Thursday sterling continued
steady and in demand. The range was $4.9674@
$4.97 for bankers’ sight and $4.96 15-16@%$4.97 1-16
for cable transfers. On Friday sterling was steady
and in good demand, the range was $4.9714@%$4.97%%
for bankers’ sight and $4.9615@$4.9734 for cable
transfers. Closing quotations on Friday were $4.97%%
for demand and $4.9714 for cable transfers. . Com-
mercial sight bills finished at $4.9734, sixty-day bills
at $4.963%, ninety-day bills at $4.957%, documents
for payment (60 days) at $4.963%, and seven-day
grain bills at $4.96 13-16. Cotton and grain for
payment closed at $4.973%.

Continental and Other Foreign Exchange

HE French franc situation continues exceedingly
uncertain and any change in the trend cannot
be definitely determined for some weeks, until after
the new government under the Jeadership of premier-
designate Leon Blum proves its power to govern.
Currently the rate for the franc has been relatively
steady, though several times during the week the
quotation dropped below the export point for gold
from Paris to New York. The extreme outward
gold movement is thought to be at an end for the
present. :
Numerous restrictions have recently been placed
on the free movement of gold and foreign exchange
transactions both in Paris and London, and policies
have been formulated to discourage not only bear
speculation in the franc but also the hoarding by
French nationals. It appears that a few days ago
the French banks made an agreement not to grant
credits likely to be utilized for selling francs forward.
This decision places an obstacle in the path of future
transactions and also makes the renewal of old com-
mitments when they mature exceedingly difficult.
The excessive demand for foreign gold coin on the
part of French hoarders which has been especially
noticeable since March 7 forced the market price for
gold coin in London to a point where sovereigns were
bringing 34s to 35s in the bullion market, compared
with their melting value at current prices for gold

bullion of around 32s 8d. On Tuesday it was under-"

stood that the Bank of England requested bullion
brokers in London not to buy gold coin at a price in
excess of the melting point or to sell gold coin for
'hoarding purposes. This is the first definite restric-
tion on free trading in gold in London and the action
is believed to have been taken in harmony with the
views of the Bank of France in its efforts to dis-
courage hoarding.

While this action conforms to French policy, it
has been criticized in London, where the move is
designated as having only a nuisance value. It is
‘thought that it will tend to create a “Black Bourse”
for gold coin in London, since the jewelry and fancy
goods shops which display offers to purchase sover-
eigns will probably contrive to effect disposal to
hoarders. Moreover, the decision is criticized as
affecting only the small man while leaving without
restrietion wealthy individuals and financial interests
able to afford to buy bar gold.

The French banks are trying in various ways to
discourage foreign exchange transactions which are
not based upon strictly commercial or urgent business
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needs. It is believed that a considerable part of the
gold which came from France to the United States
in the past few weeks represents metal sold by the
Bank of France for the establishment of dollar bal-
ances with which to support the franc. This is held
to be the explanation of the large increase in the

' sight balances of the Bank of France abroad.

No confidence is felt by the small French investor
in the future of the franc. This was seen on Wednes-
day when the interest rate on national defense bonds
was raised from 4149 to 5%. The higher interest
rate was forced upon the Government because of the
current financial and political difficulties. It is sig-
nificant as a reflection of dissatisfaction by investors

in French Government bonds at a time when the

program of the new Socialist Government obviously
calls for heavy borrowing by the state to finance
public works. The mmediate cause for the interest
increase was the refusal of holders of maturing
national defense bonds to renew their holdings.

The bonds now maturing are those issued two years
ago following the organization of the Doumergue

- Ministry of National Union after the February riots,

when subscriptions to national defense bonds were
especially heavy, amounting to 2,500,000,000 francs.
There are more than 26,000,000,000 francs of national
defense bonds outstanding, all running for two years,
and while the rate has fluctuated with the bank and
Treasury bill rates, it had been kept below 5% since
1927. However the situation is viewed it seems im-
probable that the new Government will be able to
borrow from the public except at prohibitive rates.
Heavy discounting will probably be forced on the
Bank of France and the institution will be brought
further under Treasury control. Thus, devaluation
or a gold moratorium may soon be expected, together
with a further considerable inflation.

The German mark situation becomes increasingly
difficult to comprehend. The Berlin Boerse has been
strong for some time, with industrial shares reaching
heights which according to competent observers are
not justified by the financial status and earning
potentialities of the corporations. This indicates
that although devaluation of the mark may not be
imminent, investors believe that devaluation cannot
be escaped. It is held that the present status of the
Reich currency is exclusively dependent upon Dr.
Schacht, President of the Reichsbank and Minister
of Economics, and his position is none too secure
because of strong radical Nazi opposition. He is
meeting with the greatest difficulty in his endeavors
to raise funds for the continuation of export subsidies.

Recent United States ‘“Commerce Reports” re-
lating to the Reich’s finances point out: ‘“The short-
term borrowing during the past three years prac-
tically exhausted liquid resources of savings banks,
commercial banks, and other credit houses. The
difficulties of rediscounting its employment and arma-
ment bills were illustrated during March by an an-
nouncement that contractors and manufacturers
working on Government orders are now obliged to
keep these bills for a specified period and not to pass
them on for rediscount to their banks. Foreign
exchange resources even to pay for necessary food
imports have been scanty and the gold reserve has
recently reached an all-time low that deprives it of
significance as a backing for the currency.”

London dispatches on Monday reported that the
Ttalian discount rate had been reduced from 5% to
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4159%. The reduction in the rediscount rate of the
Bank of Italy is interpreted as an indication that the
financial strain incident to the Ethlopian campaign
is beginning to ease.

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

Old Dollar New Dollar
Parity Parity

Range
This Week
6.5814{to 6.59}4
16.91 to 16.93
Italy (lira) 8.91 7.8414 to 7.87
Switzerland (franc) 32.67 32.3014% to 32.37
Holland (guilder) 68.06 67.57 10 67.61

The London check rate on Paris closed on Friday
at 75.55 against 75.27 on Friday of last week. In
New York sight bills on the French cénter finished
at 6.57%%, against 6.573{ on Friday of last week;
cable transfers at 6.5834, against 6.5934; and com-
mercial sight bills at 6.5534, against 6.5634. Ant-
werp belgas closed at 16.9014 for bankers’ sight bills
and at 16.9034 for cable transfers, against 16.93 and
16.94. Final quotations for Berlin marks were
40.25 for bankers’ sight bills and 40.26 for cable
transfers, in comparison with 40.28 and 40.29.
Italian lire closed at 7.85 for bankers’ sight bills and
at 7.86 for cable transfers, against 7.86 and 7.87.
Austrian schillings closed at 18.75 against 18.76;
exchange on Czechoslovakia at 4.1414, against
4.1514; on Bucharest at 0.7414, against 0.75; on
Poland at 18.80, against 18.86; and on Finland at
2.1914 against 2.1914. Greek exchange closed at
0.93 for bankers’ sight bills and at 0.9314 for cable
transfers, against 0.9274 and 0.9334.

France (franc)
Belgium (belga)

6.63
16.95

i, ;
XCHANGE on the countries neutral during the
war follows the trends apparent since the de-
velopment of the new crisis in the French franc which
began on March 7. The Scandinavian currencies are

firm as they follow closely the fluctuations in sterling.
Swiss francs and Holland guilders are weak in terms
of the dollar owing largely to an outward movement
of funds from both countries to the London market.
. The Swiss and Dutch currencies are, of course, also
disturbed as a result of the precarious position of the

French franc. Should the French unit be devalued
either legally or by the method of a gold moratorium,
it would seem impossible that either the Swiss franc
or the guilder could escape devaluation. The Am-
sterdam market is especially nervous, and there is a
persistent demand there for sterling and dollars.
Bankers’ sight on Amsterdam finished on Friday
at 67.56, against 67.66 on Friday of last week;
. cable transfers at 67.57, against 67.67, and com-
mercial sight bills at 67.54, against 67.64. Swiss
francs closed at 32.2914 for checks and at 32.301%
for cable transfers, against 32.39 and 32.40. Copen-
hagen checks finished at 22.22 and cable transfers
at 22.23, against 22.16 and 22.17. Checks on
Sweden closed at 25.65 and cable transfers at 25.66,
against 25.59 and 25.60, while checks on Norway
finished at 25.00 and cable transfers at 25.01, against
24.94 and 24.95. Spanish pesetas closed at 13.6314
. for bankers’ sight bills and at 13.6414 for cable
transfers, against 13.6614 and 13.6714.
BT,
XCHANGE on the South American countries is
generally steady and inclined to firmness in
sympathy with the trend of sterling. All the South
American countries are showing a prosperous export
business and their revenues are steadily improving.
It is pointed out that Brazil, which has hitherto de-
pended chiefly on its coffee crop, is coming to rely
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increasingly on its cotton crop. In 1933 Brazil ex-
ported 51,000 bales of cotton, in 1935 620,000 bales,
and the 1936 exports are expected to exceed 1,000,000
bales. _

On Monday the Foreign Bondholders Protective
Council, Inc., reported a discouraging condition of
default on dollar bonds on the part of the Latin
American countries. Among the more striking dis-
closures not commented upon in the report but
apparent upon analysis of the statistical information
presented in tabular form respecting the revenues,
expenditures and debt services of the various coun-
tries is the decline in the percentage of total expendi-
trues applied to external debt service in the face of
increasing revenues in many instances. At the same
time the percentage of expenditures for national .
defense in many of the South American countries has
risen sharply in the last few years. In refutation of
the contention of a majority of the Latin American
Governments that lack of sufficient foreign exchange
is responsible for continued default on their obliga-
tions, the report shows that the balance of trade of
nine of those nations has been in their favor in the
last year, which would enable several of them to
build up considerable exchange in this country which
could be applied to debt service. The Foreign Bond-
holders Council gives the Province of Buenos Aires
an exceptionally clean slate.

Argentine paper pesos closed on Friday, OfflC‘la.l
quotations, at 33.14 for bankers’ sight bills, against
33.08 on Friday of last week; cable transfers at 8314,
against 3314. The unofficial or free market close
was 27.60@27.65, against 27.55@27.60. Brazilian
milreis, official quotations, are 814 for bankers’
sight bills and 8.44 for cable transfers, against 814
and 8.46. The unofficial or free market close was
5.60, against 5.65. Chilean exchange is nominally
quoted at 5.19, against 5.19. Peru is nominal at
24.95, against 24.85.

LS .
XCHANGE on the Far Eastern countries is
steady and inclined to firmness, as most of
these units are allied with sterling. On Monday
announcement was made in Washington that repre-
sentatives of the Chinese finance ministry and the
United States Treasury have come to an agreement
whereby the Chinese unit will become an independent
currency not to be allied either to the United States
dollar, sterling, or the Japanese yen. The United
States agrees to begin immediately to buy Chinese
silver at approximately the world price in order to
give the Chinese the gold and foreign exchange neces-
sary to stabilize their currency internally and ex-
ternally. The Chinese in turn have agreed to keep
a silver reserve equal to 259, of their note circulation,
to use silverin coins, and not to link their currency to
that of any other nation. For purposes of completing
the reform of the Chinese coinage system China will
issue silver coins of 50-cent and one-dollar denomina-
tions. The agreement and measures to be taken in
furtherance of monetary reform are in accordance
with the Chinese governmental decree of Nov. 3, 1935.
The decision will make China the only major sectlon
of the Far East, except the Netherlands East Indles,
which is beyond the scope of British currency in-
fluence. A portion of the necessary gold and foreign
exchange reserves has already been obtained. The
Central Bank of China, it is understood, will become
a central reserve bank in about a month. The gold
reserves of the Central Bank of China are understood
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to have been increased since the end of August from
13,000,000 yuan to 51,000,000 yuan at the end of
February, while foreign exchange reserves during the
same period rose from 5,000,000 yuan to 90,000,000
yuan, having reached a high of 123,000,000 yuan at
the end of December. It is expected that the Central
Bank will soon open a branch in New York, where
much of the exchange operations necessary to control
the yuan will be carried on.

Closing quotations for yen checks yesterday were
29.86, against 29.11 on Friday of last week. Hong-
kong closed at 3214, against 3234/@32 13-16; Shang-
hai at 29.86@30.00, against 29.95@30 1-16; Manila
at 49.90, against 49.95; Singapore at 58.40, against
58.35; Bombay at 37.57, against 37.50; and Calcutta
at 37.57, against 37.50. :

Gold Bullion in European Banks

HE following table indicates the amounts of gold

bullion (converted into pounds sterling at par

of exchange) in the principal European banks as of

respective dates of most recent statements, reported

to us by special cable yesterday (Friday); comparisons

are shown for the corresponding dates in the previous
four years:

Banks of— 1936 1935 1934 1933 1932

£
125,761,106
631,255,737
38,356,400
90,108,000
60,885,000
76,976,000
72,183,000
74,297,000
11,442,000

£
187,008,683
647,434,591
17,681,700
90,373,000
69,478,000
69,842,000
76,456,000
73,388,000
12,031,000

£

192,130,046
616,689,526
6,154,150
90,502,000
73,962,000
66,900,000
77,251,000
61,117,000
15,022,000

£

193,404,330
638,095,760
3,015,800
90,779,000
63,019,000
53,775,000
86,167,000
45,914,000
18,040,000

£

206,188,494
460,124,006
2,526,200
89,106,000
a42,575,000
58,110,000
99,522,000
48,516,000
23,904,000

England...
France ....
Germany b..

Netherlands
Nat. Belg. ..
Switzerland.
Sweden....
Denmark. . 6,554,000 7,394,000 7,397,000 7,397,000 8,032,000
Norway... 6,604,000 6,601,000 6,577,000 8,380,000 6,561,000

Total week. (1,043,729,700(1,206,204,890/1,213,701,722(1,259,469,974(1,195,857,243
Prev. week.11,046,035,850'1,212,494,15311,209,329,61711,264,270,416'1,187,407,289

a Amount held Oct. 20, 1935; latest figure available. b Gold holdings of the
Bank of Germany are exclusive of gold held abroad, the amount of which the present
year is £976,000.

The Administration Versus the
Constitution
_ Monday was another hard day for the Adminis-
tration. The Supreme Court, in a long awaited
decision, set aside the Bituminous Coal Conserva-
tion Act of 1935, commonly known as the Guffey

Coal Act, as unconstitutional. On the same day the -

Court of Appeals of the District of Columbia halted,
on constitutional grounds, a New Jersey project of
the Resettlement Administration, the cost of which
has been met by a grant from the blanket emergency
relief appropriation of 1935. This latter decision,
of course, is not final, since an appeal can be taken
to the Supreme Court, but not only is .the Guffey
Act dead, but the decision against it casts doubts
upon the constitutionality of the Wagner Labor
Relations Act and perhaps the Security Act.

The elaborate opinion in which Associate Justice
Sutherland announced the decision of a majority
of the Supreme Court was a broad explanation and
affirmation of the constitutional rights of the
States, and an emphatic denial of the right of the
Federal Government to interfere where the States,
by the Constitution, are clearly given control, The
points particularly at issue were, first, the provision
of the Act imposing a tax of 15% on the sale price

_of bituminous coal at the mine, but with a drawback
of 90% of the tax in the case of ‘companies which
accepted a code embodied in the Aect; and, second,
the provision conferring upon a National Bitumi-
nous Coal Commission, which the Act created, the
right to fix the minimum price of coal at every
bituminous coal mine in the country, with such
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variations as the Commission might deem necessary
and proper, and also, if the public interest were
thought to require it, to fix maximum prices in or-
der to protect consumers against prices unreason-
ably high. ,

The Court had no difficulty in holding, what in
fact had never been seriously denied, that the so-
called excise tax, with its drawback provision, wag
“clearly not a tax but a penalty.” The tax, it was
declared, “is not imposed for revenue, but exacted as
a penalty to compel compliance with the regulatory
provisions of the Act. The whole purpose of the
exaction is to coerce what is called an agreement,
which, of course, it is not, for it lacks the essential
element of consent. One who does a thing in order
to avoid a monetary penalty does not agree; he
yields to compulsion precisely the same as though he
did so to avoid a term in jail. ... While the law-
maker is entirely free to ignore the ordinary mean-
ings of words and make definitions of his own, that
device may not be employed so as to change the na-
ture of the acts or things to which the words are
applied.”

The Government, however, urged that the validity
of the so-called tax did not depend upon the taxing
power, but upon the power of Congress to regulate
interstate commerce, and that “if the Act in respect
of the labor 4and price-fixing provisions be not up-
held, the ‘tax’ must fall with them.” It appeared to
the Court, further, from certain recitals in the pre-
amble of the Act, that the makers of the Act “were
of opinion that its constitutionality could be sus-
tained under some Federal power, thought to exist,
apart from the specific grants of the Constitution.”
This latter contention the Court demolished. The
Convention which framed the Constitution, Justice -
Sutherland declared, “made no grant of authority
to Congress to legislate substantively for the general
welfare, and no such authority exigts save as the
general welfare may be promoted by the exercise
of the powers which are granted.”

A review of the provisions of the Act from the
pointof view of theregulation of interstate commerce
“renders inescapable,” the Court further declared,
“the conclusion that the effect of the laborprovisions
of the Act, including those in respect of minimum
wages, wage agreements, collective bargaining, and
the labor board and its powers, primarily falls upon
production and not upon commerce, and confirms
the further resulting conclusion that production is
a purely local activity.,” Following the ruling in the
Schechter case, “none of these essential antecedents
of production constitutes a transaction in or forms
any part of interstate commerce. . . . The want of
power on the part of the Federal Government is the
same whether the wages, hours of service and work-
ing conditions, and the bargaining about them, are
related to production before interstate commerce
has begun, or to sale and distribution after it has
ended.”

There remained the question whether the price-
fixing provisions of the Act could be separated from
the labor provisions. A careful examination led the
majority of the Court to the conclusion that “the
primary contemplation of the Act is stabilization
of the industry through the regulation of labor and
the regulation of prices; for, since both were
adopted, we must conclude that both were thought
essential.” The. price-fixing provisions of the code,
Justice Sutherland said in conclusion, “are thus
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disposed of without coming to the question of their
constitutionality,” but the warning was added that
“neither this disposition of the matter” nor anything
the Court had said “is to be taken as indicating
that the Court is of the opinion that these provi-
sions, if separately enacted, could be sustained.”

The decision of the District of Columbia Court
of Appeals concerned the constitutionality of the
use of funds appropriated by the Emergency Relief

Appropriation Act of 1935 in maintaining the Tug-
- well scheme of rural resettlement, now known as the
Resettlement Administration. The particular proj-
ect in controversy was one in Franklin Township,
N. J., against which an injunction had been sought
on the ground that the activities of the Resettlement
Administration represented an unconstitutional del-
egation of legislative authority to the Executive,
that the model community that was being construct-
ed would withdraw a large amount of real estate
from local taxation, and that the 750 families to
be brought in would burden the township, in spite
of its loss of taxable property, with additional ex-
penses for police, fire protection and schools. The
Act made appropriations for various purposes, one
of them “housing,” but there was no special alloca-
tion of the relief funds, and their expenditure was
left entirely to the discretion of the President.

The Court of Appeals could find no ground on
which the constitutionality of the Act might be
sustained. “There is nothing in the Aect,” Associate
Justice Van Orsdel declared, “directly prescribing
the powers or duties of the President with respect
to housing.” Assuming that the President is to use
the funds, there is nevertheless “nothing requiring
their use, either absolutely or in any specified con-
dition or circumstance. He is free to use them or
not as he sees fit. . .. There is no guide as to where
or when or how these funds are to be expended for
housing. . . . There is no criterion to govern his
course as to housing and the various other ptojects
enumerated by the Act.” In the words of Associate
Justice Cardozo, in his concurring opinion in the
Schechter case, “this is delegation running riot.”
“We are not here confronted,” the Court continued,
“with an appropriation for internal improvements
of a national character or importance, or for the
erection of public buildings, or the grant of loans
to a State or municipality to carry out public works
projects.” Nothing in the Act prescribed for what
class of persons houses should be built, or whether
they should be rented or sold, or whether they should
be constructed in cities where they were not needed
or in new communities to be created in the country;
and while impractical uses of the funds might be
dismissed as fanciful, there is a principle involved
which “demands that in the appropriation of the
public moneys the Congressional mandate shall in-
clude a reasonable limitation on the discretion of
the Executive in their use.” ‘

The Guffey bill, it will be remembered, is the one
which President Roosevelt asked members of Con-
gress to vote for notwithstanding doubts of its con-
stitutionality. Now that the unconstitutionality of
the Act has been affirmed by the Supreme Court,
the question that agitates New Deal circles is what
can be done about it. Chief Justice Hughes, in
an opinion in which he concurred with most of the
* findings of the majority, differed in holding that
the labor and price-fixing provisions of the Act were
separable, and declared that price fixing for com-
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modities sold in interstate commerce was a question
of policy regarding which, including “its particular
applications,” Congress and not the Court should
decide. Encouraged, apparently, by this, Senator
Guffey introduced on Thursday a bill in which price
fixing is retained while the mandatory labor provi-
sions of the Act are dropped. It is doubtful if a
hasty substitute of this kind will meet the demands
of organized labor, which has interested itself par-
ticularly in the Guffey Act, or if a revised measure
of any kind can be considered and passed at the -
present session. The decision has undoubtedly

‘opened the way to a renewal of the cut-throat

competition. and labor disturbances which have
demoralized the bituminous coal industry, but it
has nevertheless sharply reminded the Adminis-
tration that reforms, however desirable in them-
selves, must not be sought by unconstitutional
means, and indirectly has reminded the States once -
more that they possess important constitutional
powers which the Federal Government may not
rightfully usurp.

The immediate response to the other decision has
been characteristic. The Attorney General is quoted
as holding that the decision applies only to the par-
ticular type of resettlement project that was con-
sidered, and does not set aside either other relief
projects or the Emergency Appropriations Act as
a whole. Press reports intimate that the Adminis-
tration will be in no haste to carry the case to the
Supreme Court, and in any event the appropriation
for the Tugwell enterprises will probably be spent
before the highest court can render a decision.  The
country waits to learn whether Mr. Roosevelt and
his party will bow to the Constitution as interpreted
by the courts, and abandon courses for which there
has been shown to be no vestige of constitutional
warrant, or whether a constitutional amendment is
to be demanded which will deprive the Federal
courts of the power to interpose to check govern-
ment by fiat, and make the will of Congress and the
discretion of the President the supreme law of the
land. ;

Nationalism and Imperialism in the
Far East

Only constant reference to the map and close
attention to unfamiliar names will enable the aver-
age reader of the daily news to follow understand-
ingly the complicated course of Japanese, Chinese
and Russian. political maneuvers in the Far East.
The geography of the regions for whose control the
three Powers appear to be struggling is relatively
little known, and the economic and political impor-
tance of the contested areas imperfectly understood.
Press dispatches, even from the least prejudiced and
best informed sources, not infrequently take for
granted knowledge which the reader in this coun-
try does not possess, while uninformed'or partisan
reports only add to confusion where there is special
need of clarity. There is a general impression, how-
ever, that Japan, bent upon becoming a world Power
of the first rank, is steadily pressing its control of
China beyond the boundaries of the State of Man-
chukuo, that Soviet Russia is seeking to check the
Japanese advance by increasing its political influ-
ence in the northwestern Chinese provinces, that the
Russo-Japanese rivalry, in consequence, has greatly
strained the relations between the two countries
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and made war a disturbing possibility, and that
China, torn by internal dissension and with no gov-
ernment whose authority is generally recognized, is
unable to prevent disorders within or territorial
depredations from without.

In most fundamental respects such an impression
conforms to the realities. There was only too much
reason -to expect that the occupation of Manchuria
by Japan, and the erection there of a State whose
foreign and military policies, at least, would be un-
der Japanese control, would prove to be only an
entering wedge for the wide extension of Japanese
authority at the expense of China. That expectation
appears now to have been justified. There have been
suggestive military thrusts southward in the direc-
tion of Peking, and reported collisions with Chinese
forces on the frontier of Manchukuo and Inner Mon-
golia. Slowly and irregularly, but with a persistence
which suggests a long-range plan, Japanese influ-
ence appears to be pressing westward. The precise
measure of Chinese influence in Mongolia at the
present time would be difficult to determine. Inner
Mongolia, in 1928, allied itself with the Nationalist
government of China proper, but six years later an
autonomous regime was established to deal with
local affairs. Outer Mongolia, on the other hand,
while nominally an autonomous Chinese province,
has been much influenced by Soviet Russia and has
a form of Soviet government, while the far western
province of Sinkiang, better known until lately as
Chinese Turkestan, made a formal declaration of
independence in 1934. The weakness of central au-
thority in each of these provinces, the uncertainty
of their relations with China proper, the undevel-
oped state of the country, and the wide prevalence
of banditry are obvious invitations to invasion or
political domination. y

The interest of Soviet Russia in the situation is
mainly two-fold. Russia has no need of further
territorial acquisitions, and its energies for many
years to come would normally be fully occupied with
the economic development and political organization
of the vast region over which it already rules. The
growth of Communism and the spread of the Soviet
system in Mongolia, while naturally gratifying to
Moscow, do not of themselves carry any threat of
a Russian occupation, for the Soviet Government
prefers to be regarded as the protector of small or
weak peoples, not as a menace to their independence.
There is no desire whatever, on the other hand, to
have a strong and aggressive Japan the dominating
political influence in Mongolia or Sinkiang, and the
outlet to the Pacific at Vladivostok must by all
means be preserved. Every extension of Japanese
domination, accordingly, in the regions which touch
Siberia is a menace of which Russia is bound. to take
notice, and if the danger can be met only by war,
there is no reason to think that war will be avoided.

Save for the possibility of some extreme provoca-
tion, however, a Russo-Japanese war does not yet
appear to be near at hand. Neither country is ready
for war. In spite of the fact that the Russian army
is the largest organized military force in the world,
and that it is, in many respects, well equipped, the
country is not yet in a position to support a serious
or protracted war. Security, for Soviet Russia,
means security on two fronts: security in the west
against a possible advance by Germany or Poland,
and security in the east against Japan, and the
whole military force of the country cannot with
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safety be turned in either direction.” A war in the
east, with the maintenance of control of the Tran-
Siberian Railway and Vladivostok as cardinal ob-
jects, would have to be fought at a great distance
from the industrial centers of European Russia, and
in a region where transportation facilities are very
limited. In Japan, on the other hand, recent politi-
cal changes have administered a sharp rebuke to
the militarists, and particularly to the influence of
the army in politics, and for the next few months,
at least, military activities seem likely to be devoted
to consolidating the Japanese hold in Manchuria -
and northern China and strengthening positions on
the Mongolian and Russian frontiers. .

For the cotrol of its outlet on the Pacific Russia
also needs a navy able to cope successfully with that
of Japan. Here the relative positions of the two
Powers are very unequal. In denouncing the Wash-
ington Naval Treaty and declining, at the recent
London Naval Conference, to accept an inferior
naval status, Japan has made clear its intention
to free itself ultimately from all naval restrictions
save such as by agreement are applied equally to all
the important naval Powers, and to develop its fleet
to a point where it can dominate the western Pa-
cifie. It is to meet this challenge that Soviet Russia
has just made known at London its intention to
maintain in the Pacific a fleet equal in strength to
that of Japan. Russian naval policy, in other words,
will be governed by that of Japan. The building of
a navy, however, is a matter of years, and unless
Japan elects to strike before the Russian fleet can
be materially enlarged, a war on the sea is not yet
imminent.

Yet the air is filled with rumors of impending
war, and the naval race upon which the Powers have
entered after some years of agreed limitation, and
which Great Britain and the United States are pur-
suing on an unprecedently large scale, carries no
implication of long continued peace. The with-
drawal of Japan from the League of Nations has
freed it from even the small measure of restraint
that the League could exercise, and in matters of
foreign policy it enjoys complete liberty of action.
At the moment there is no Power that seems dis-
posed to block its imperial ambitions as far as China
is concerned. Manchukuo, to be sure, has not been
accorded diplomatic recognition, and there have
been diplomatic reminders from Washington that
the open door must be respected and that political
or territorial changes brought about by force and
in violation of treaties will not be recognized. Prac-
tically, however, Japanese encroachments upon
China have encountered no important outside ob-
stacle, and the protests of Russia have been con-
fined, for the most part, to diplomatic representa-
tions whose importance does not appear to be large.

Under such circumstances the immediate future
of China seems dark. The authority of the Nanking
Government is everywhere precarious, and the
breach between the north and the south has not been
healed. The fighting which goes on in various parts
of the country is desultory and apparently aimless,
suggestive of the continuance of the chaotie situa-
tion in which war lords operate without common
purpose and with little or no responsibility to a
central government. The effect of the silver policy
of the Roosevelt Administration has been to demora-
lize Chinese finances, and it is yet to be seen whether
the recent proposal to pay gold for silver, the gold
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remaining in this country, will afford much prac-
tical help. Japanese spokesmen have more than
once declared that Japan has no intention of con-
quering China, and conquest would obviously be
difficult if it were undertaken, but systematic po-
litical and military pressure continues to the detri-
ment of China’s prestige and the embarrassment of
its economic development. ¢

Neither the political nor the economic problems of
the Far East can be separated from those of the rest
of the world. Their effect is to be seen in the growth
of a Japanese imperialism whose aim, it is widely
believed, is nothing less than the virtually complete
elimination of European and American influence in
the Far East, in the aggressive competition of low
cost Japanese goods in European and American
markets, in the heavy inroads which Japanese cot-
ton textiles have made upon the market for British
cotton textiles in India, in the rapid expansion of
the Japanese merchant marine, and in the fears
that are expressed for the continued independence
of the Philippines. The Russian resistance to Japa-
nese penetration is one which any nation similarly
situated would be likely to make, but there is a large
field for Japanese exploitation in northern China
which can be occupied without provoking a Russo-
- Japanese crisis. In the era of a reawakened nation-
alism upon which the world appears to have entered,
China seems likely to be left to fight its own battles
as best it may, for neither Great Britain nor the
United States thinks seriously of going to war with
Japan, and Russia may be expected to accept much
more provocation before venturing upon war until it
fecls able to meet Japan on the sea.

The Course of the Bond Market

Bond prices have done nothing more than mark time this
week. Some of the lower-grade rails declined slightly, while
other speculative groups have been mixed. High grades
remained firm, the Aaa’s recording a new low yield at
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3.56%. United States Governments advanced into new high
ground, making a favorable background for the offering
by the Treasury on June 15, details of which will be
announced on June 1.

High-grade railroad bonds have shown further fractional
price improvement during the week. Union Pacific 4s, 2008,
gained %, closing at 10834 ; Kansas City Terminal 4s, 1960,
advanced % to 10814 ; Pennsylvania 4%Ys, 1984, gained %4
to close at 109. Lower-grade rails, in accordance with a
listless stock market, drifted to lower levels. New York
Central 44s, 2013, closed unchanged at 85; Southern Rail-
way 4s, 1956, fell 15 to 58; Baltimore & Ohio 4%s, 1960,
at 6974 were down 13. Securities of the Missouri-Kansas-
Texas have been in favor as a result of definite indications
of improved financial and earnings positions.

In a week of limited activity public utility bonds have
fluctuated within a very narrow range. . There was no
financing and no developments of any particular. import-
ance. High-grade issues have been firm and in some de-
mand, while lower grades moved irregularly with an up-
ward tendency in the latter part of the week. Common-
wealth Edison 4s, 1981, at 1077% were up % point for the
week ; Puget Sound Power & Light 54s, 1949, advanced %
to 92; Interstate Public Service 5s, 1956, rose 34 to 85%;
Cities Service 5s, 1950, closed at 78, up % ; Standard Gas &
Electric 6s, 1951, at 69 were up 1%. k

A dull market with a tendency toward lower prices has,
prevailed for industrial bonds. A firm undertone has been
evident among high-grade issues, however, and there have
been few wide recessions even among those in the specu-
lative class. The amusements have been easier and, while
most of the oils lost ground, Union Oil of California conv.
4s, 1947, advanced % to 114314. Coal company obligations
have been quiet but inclined toward the down side. Metals
-have been steady, Anaconda Copper 4%s, 1950, touching
the high for the year, closing unchanged at 104%. There
has been some interest in the paper group, Container Corp.
5s, 1943, closing at 102%, up %. Rubber company issues
have moved in a narrow range. American Rolling Mill
conv. 41s, 1945, declined 1% to 113, and Remington Rand
41 s, 1956 (w. w.), lost 34 to 10814,

The foreign bond market has been irregular, with de-
clines outweighing price rises. 'Among the largest losers
were the El Salvador 8s, the Panama 5s and the Rumanian
7s. Polish and Czechoslovakian bonds also declined sub-
stantially. On the upward side have been most of the
Italian issues, and some Argentine and Japanese bonds.
The remainder of the market has been fractionally lower.

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

MOODY'S BOND PRICESt
(Based on Average Yields)

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

U. 8.

Gont.

Bonds
-

120 Domestic
Corporate* by Groups

RR.

120 Domestic Corporate*
by Ratings

A

120 Domestic
Corporate by Groups

120 Domestic Corporate .
1936 by Ratings
Daily

Averages

110.20 108.75
108.94
108.756
108.94
108.94
108.94

108.94

105.54
105.72
105.72
105.72
106.07
105.89
105.72

107.94
110.28
107.77
109.20
105.66

108.74
104.89

101.31
90.69

94.14
99.04

105.72 |
98.73

101.47
96.54

114.43
108.57

109.86
106.78

High 1935
Low 1935
1 Yr. Ago
May22'35
2 Yrs.Ago
May22'34

94.14
103.65
92.10

101.64
98.41

118.25
113.26

107.85
104.85

&
=
[X)

May 22..

s Mﬂuuﬂg*’”“”“.
o

00 0 00 00 00 00 50 00 09 00 00 00 00 00 O ~I ~I =3
AN == N=RONN=O O

NhOoOTTWWS®

8388

ot 1t ek e © 0 D 0 ® ©
YIER5oS833RBARBRE 8 waur X

On 1O G Gr e v i 1 i 1B O O G G R €
=T c

O rDINWND
chobbbmmmmmmmb&b@mmmg

O = O O D 00 ~I =1 ~I O G 6 i 00 G &9
SURCRRADRAARNNNRRATNN I, 0

@9 0019
0w

High 1936
,Low 1935
High 1935
1Yr. Ago
May22'35
2 ¥Y13.Aq0
May22’'34

B 53 0069100 00 09 0909 L0860 809 SO09 CI0O 690900109 80 09 69 0 69,09 09 89 69 09

o oo
o B
N OO0
o oo
® ©=
~ =00

6.06 7.21

* These prices are computed from average yields on the basis of one “ideal” bond (4% %

coupon, maturing in 31 years) and do not purport to show either the average

level or the average movement of actual price quotations. They merely serve to illustrate in a more comprehensive way the relative leveis and the relative movement of

yleld averages, the latter being the truer picture of the bond market.
** Actual average price of 8 long-term Treasury issues.
page 3291.

of each week.

ttAverage of 30 foreign bonds but adjusted to a comparable basis with previous averages of 40 foreign bonds.

For Moody's index of bond pricec by month. back to 1928, see the issue of Feb. 6, 1932, page 907.
+ The latest complete list of bonds used in computing these indexes was published in the issue of May 18, 1935,

t Dally averages discontinued, except Friday
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Guffey Coal Conservation Act Held Unconstitutional by U. S. Supreme Court—
Majority Holds Wage and Hour Regulations Invasion of State Rights—In Con-
curring with Five Associates on This Justice Hughes Declares Price Fixing Pro-
visions Separable—Three Dissenting Members View Price Fixing Valid but Find
Suits Premature in Seeking Judicial Declaration on Labor Provisions15%—Tax

Held Penalty

In line with its conclusions which upset the validity of
the National. Industrial Recovery Aect in the Schechter
case, the United States Supreme Court on May 18 in
holding the wage and hour provisions of the Guffey Coal
casc (the so-called “little NRA’) to be an invasion of
State rights, declared the Guffey Act unconstitutional.
While the majority decision made the labor provisions the
basis of their conclusions, they held that the price fixing
provisions of the Act “are so related to and dependent upon
the labor provisions . . . as to make it clearly probable
that the former being held bad, the latter would not have
passed. The fall of the former, therefore carries down with
it the latter.” The majority conclusions thus stated, were
delivered by Associate Justice George Sutherland, who was
joined in his opinion by Associate Justices Willis Van Devan-
ter, James C. McReynolds, Pierce Butler and Owen J.
Roberts. Chief Justice Charles E. Hughes concurred with
the five Associate Justices in their findings as to the lack of
authority of the Federal Government to regulate hours and
wages, but held that the price fixing provisions are légal and
separable. - In maintaining this view the Chief Justice said
“we are brought to the question whether . . . we must
treat the marketing provisions and the labor provisions as
inextricably tied together because of their nature”; declaring
“T find no such tie,” he added:

The labor provisions are themselves separated and placed in a separate
part (Part III) of the code. It seems quite clear that the validity of the
entire Act c'annot depend upon the provisions as to hours and wages in
paragraph (G) of Part III. . . .

The marketing provisions in relation to interstate commerce can be carried
out as provided in Part II without regard to the labor provisions contained
in Part III. The fact, in the light of the Congressional declaration of
separability, should be considered of controlling importance.

In this view the Act and the code for which it provides may be sustained
in relation to the provisions for marketing in interstate commerce, and the
decisions of the courts below, so far as they accomplish that result, should
be affirmed.

Three Justices dissented from the majority opinion, namely
Associate Justice Benjamin N. Cardozo, who wrote the
dissenting view, Associate Justices Louis D. Brandeis and
Harlan F. Stone, who concurred with Justice Cardozo. In
the account from Washington, May 18 to the New York
“Times” it was noted that Justice Cardozo said that the
Court should have upheld the interstate price and trade
regulations and refrained from passing on the remainder of
the sections in litigation “because they may never take
effect at all.” The dispatch went on to say:

Both the Chief Justice and the three general dissenters criticized the ma-
jority of five for ‘“‘trying to imagine what Congress would have done’ if
the wage-and-hours restrictions had been stricken from the bill in its legis-
lative transit—a speculation on which the majority justified its invalida-
tion of the whole Act.

Power Over Prices Not Denied

‘While not denying that Congress had the power under the commerce
clause to provide a scale of prices and competitive conditions for bitumin-
ous coal in interstate flow, the majority of five did not assert it. Justice
Sutherland, who wrote the prevailing opinion, gave public warning that
the majority did not mean to convey that ‘'if ever’’ this question arises for
litigation the Court will uphold the action of Congress. The Chief Justice
and the three general dissenters gave it full validation.

The Guffey Act is the measure which was decided on by the Adminis-
tration for the relief of the depressed soft-coal industry after labor had
fully endorsed it and operators had divided on its provisions. Every care
was taken by amendment to meet possible Supreme Court objections.
‘When Congress still hesitated, the President wrote a letter asking that
“‘doubts of its constitutionality, however reasonable,’”’ be resolved in the
presence of the great emergency. How complicated are those doubts the
divisions in the Court today amply demonstrated. '

The general effect of the decision was not unexpected by the Adminis-
tration. Previous opinions by a five or six majority had prepared the way
for today’s strict construction of the commerce clause. But there was some
hope that the Court would permit Congress to have its way about the
separability of the title of the Act. Perhaps the only surprise was the opin-
ion of the Chief Justice in favor of that course. . .
~ New Deal laws have now failed in eight Supreme Court tests and won
in two,

[

The cases on which today’s opinions were written came direct from
district Federal courts, where there had been varying conclusions. The
Kentucky Judge validated the entire Act. Another court upheld the price-
fixing provisions, threw out the wages and hours regulations, and held them
separable, The cases went to immediate adjudication on writs of cer-
tiorari because, as Justice Sutherland said in the Court’s opinion, ‘‘of the
importance of the question and the advantage of a speedy final determina-
tion.” Today’s opinions revealed that this “final determination’ is still
a long way off.

Questions Weighed by Court

Seven questions were before the Supreme Court. These, and the views
upon them, follow:

1. Had the stockholders in the Carter company suit the nghc to bring
the test?  The majority and the Chief Justice, “yes.”” The three general
dissenters, no answer.

2. Were the suits brought prematurely? The majority and the Chief
Justice, “‘no.”” The three others, ‘‘yes.”

3. Is the 15% tax levied on coal sales for future application a tax or a
penalty? The majority and the Chief Justice, ‘‘a penalty.”” The three
general dissenters, “no need to anticipate that question until it arises.”

4, Has Congre& the power to attempt the control of the Guffey bill?
The majority, “no, as to wages and hours.”” The Chief Justice, ‘‘no, as
to wages and hours; yes, as to interstate price-fixing.’* The three general dis-
senters, ‘‘the opinion of the Court begins at the wrong end; the complainants
have been crying before they are really hurt.”

5. Are the wages and hours provisions a true regulation of interstate
commerce? The majority and the Chief Justice, “no.’”” The three dis-
senters, ‘‘not necessary to decide that at this point.’’

6. Was the power to establish wages and hours unlawfully delegated to
private persons? The majority and the Chief Justice, “yes." The three
general dissenters, ‘‘not deciding that now."”

7. Can the price-fixing regulatious stand alone if tbe labor provisions
are invalidated? The majority, “no, and Congress wouldn't have passed
the Act if so amended.”” The Chief Justice and the three general dissenters,
“yes."”

In submitting the diséenting views of himself and Justices
Brandeis and Stone, Justice Cardozo said:

My conclusions, compendiously stated are these:

(a) Part II of the statute sets up a valid system of price fixing as applied
to transactions in interstate commerce and to those in intrastate commerce
where interstate commerce is directly or intimately affected. The prevailing
opinion holds nothing to the contrary. .

(b) Part II, with its system of price fixing, is separable from Part III,
which contains the provisions as to labor considered and condemned in the
opinion of the Court.

(¢) Part II being valid, the complainants are under a duty to come in
under the code, and are subject to a penalty if they persist in a refusal.

(d) The suits are premature in so far as they seek a judicial declaration
as to the validity or invalidity of the regulations in respect of labor embodied
in Part III. No opinion is expressed either directly or/by implication as to
those aspects-of the case. It will be time enough to consider them when there
is the threat or even the possibility of imminent enforcement. If that time
shall arrive, protection will be given by clear provisions of the statute
(Sec. 3) against any adverse interference flowing from delay or acquiescence,

(e) The suits are not premature to the extent that they are intended
to avert a present wrong, though the wrong upon analysis will be found to be
unreal.

The gist of Justice Sutherland’s decision for himself and
Justices Van Devanter, McReynolds, Butler and Roberts
was given as follows in the Washington advices May 18 to
the “Times”: ‘ :

The 15% tax with its drawback of 1344 % is a penalty because it affects
all bituminous coal produced. It isintended, not as a true tax, but to compel
comp]iance. and it is levied at every mine in the United States and on

“captive coal’ intended for the use of producers. The tax is as definite a
penalty as the threat of a term in jail.

The objects of the Act are worthy, %out did the Constitution confer on
Congress the right to attain them by this means? It did not. They are not
matters of legislative discretion. At the framers’ convention (makers of the
Constitution) a proposal was made that Congress be given such powers,
and it was rejected. The framers limited Congressional power to enumerated
items and such others as are necessarily implied. The courts have con-
sistently followed this formula.

There are many subjects on which the States have been unable to act in
harmony, and confusion and embarrassment haveresulted. But if thereis an
easier and constitutional way to the desirable results of harmony through
Congressional action, ‘it thus far has escaped discovery.”

To consent to the implication in this Act that Congress may take over,
for objects however worthy, the powers reserved to the States is to reduce
them to little more than geographical subdivisions of the National domain.
There aje many previous rulings on what constitutes interstate commerce,
the province of Congress. Mining has never, and cannot, come in. In
Kidd v. Pearson the Court almost seemed to foresee the effort represented in
the Guffey Act by saying: *‘In the power contended for Congress it would
be confinéd to the regulation, not of certain branches of industry, however
numerous, but to those instances in each and every branch where the pro-
ducer contemplated an interstate market. A situation more paralyzing to
the State governments . . . it would be difficult to imagine."

Mining brings the subject matter of commerce into existence. Com-
merce disposes of it.” The Guffey Act seeks to impose Federal power over
mining. There is not the justification here, as in the case of Coronado v.
United Mine Workers, where an intent to affect interstate commerce was
proved by local acts. This attempt is like the one stopped unanimously by
the Court in the Schechter (the NRA) case, except that then the flow in
interstate commerce had ceased; here it had not begun.
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Evils in Industry Held Local

Conditions in the mining industry are grievous and even desperate.
But all the evils are local evils. 'The relation of the employer and the em-
ployee is a local relation (here lawyers saw the doom of the Wagner Labor
Relations Act, which will soon be before the Court).

Congress provided that the titles of the Guffey Act should be separable;
if one or more were rejected by the Court, the others should stand. But
work regulations as to wages and hours are inseparable from price-fixing.
The latter is clearly based on the former. They are wholly interdependent.

Under the statutory rule the intent of the law makers must be determined
by considerations which establish the ‘‘clear probability that, the invalid
part being eliminated, the Legislature would not have been satisfied with
what remained. To uphold one part of a Jaw and reject another they must
not be mutually dependent on each other. Suppose the labor provisions
had been stricken out by amendment? Would Congress have passed the
price-fixing section? We think not '’

The primary object of the Act is to stabilize the bituminous coal industry
through the regulation of labor and prices. They furnish mutual aid and
support, and Congress deemed it essential to have both of them, Two-
thirds of the cost of producing a ton of coal is represented by wages. Fair
prices necessarily depend on the cost of production. The two sections are
like interwoven threads in a fabric. Therefore the fall of the former carries
down with it the latter.

The Court does not take up the question of the constitutionality of
the price-fixing section, and nothing it has said is to be taken to mean
that this would be sustained separately. All other sections of the Act
which may stand independently are left for future determination when, if
ever, they are presented for consideration.

Similarly we take the following from the “Times’’ Washing-
ton advices: 4

i Findings of Justice Hughes

The argument of the Chief Justice was as follows:

He agreed that the suits were proper, not premature; that the tax is a
penalty and the powser to levy it must rest on the commerce clause; that
mining is not commerce and Congress has no power to regulate it. If
Congress were thus permitted to invade the rights of the States, it could take
control over all the activities of the people and subvert the freedom prin-
ciples of the Constitution. If the people wish to give Congress these powers,
it can be done by amendment. ‘But it is not for the Court to amend the
Constitution by judicial decision.”

The section of the Act which delegates legislative power in the making
of the codes is also invalid. It invests private persons with the right to make
laws having penal sanctions. By forcing a minority to yield to the code it
violates the Fifth Amendment. There are other objections.

But Congress has power over interstate commerce, and the price-fixing
section of the Guffey Act exercises that power. It provides judicial remedy
for administrative findings. It is g valid exercise of the authority of Congress.

Congress was competent to mark separable the various sections of the
Act. Therefore the Chief Justice is unable to concur in the invalidation of
the Act as a whole. Indeed that is precluded by the express provisions of the
law itself. In searching for the intent of Congress it is not necessary to go
beyond the words inserted in the Act at several points.

“1 do not think the question of separability should be determined by
trying to imagine what Congress would have done if certain provisions
found to be invalid were exercised. That . would lead us into a
realm of pure speculation.’”

The Chief Justice found “no such tie’’ as the majority found between
the wages-and-hours and the price-fixing sections. Their interdependence
is no clearer in the coal industry than in the transportation business, where
the Federal regulation of rates, which has been upheld, does not include the
power to fix wages and hours.

The Act and the code for which it provides may be sustained in relation
to the provisions for marketing in interstate commerce, and decisions of
courts below to that extent should be affirmed.

Views of the Minority

The three general dissenters:

They pointed out that the majority had not held price-fixing invalid,
announced that it is valid and proceeded to find it separable from the re-
mainder of the Act. Therefore the complainants should be required to
come in under the code.

The suits are premature, since enforcement of the sections they oppose
is not imminent, They may never be invoked. Nobody has been hurt.
There is no need to prejudice; in fact, the Court has several times said that
“it will not anticipate’’ or decide a constitutional question in advance.

The complainants should conform to the parts of the Act not declared
invalid. They can make their protests about the others when they come
into play, if ever.

The price-fixing section is valid, and decision is reserved on the wages-
and-hours title rejected by the Court. The sales it regulated constitute
interstate commerce. Considerations of social benefit must be weighed
in marking the difference between reason and oppression. The words
“direct’’ and “indirect’’ should not be read too narrowly. A great prin-
ciple of law is not susceptible of comprehensive description in an adjective.
Perhaps “intimate’’ and ‘“remote’” would be better adjectives, anyhow.

The regulation of prices under the Act is like that in the field of trans-
portation, The decision in Nebbia v. New York, where the Court upheld
the fixing of a minimum price for milk, contains reasoning which applies
precisely to the coal industry.

Control Needed for Stability

Conditions in that industry were deplorable when Congress acted.
Overproduction had turned competition into anarchy. Profit was possible
to only a handful of producers. Wages came down with prices. Strikes
were called, accompanied by violence, bloodshed and misery. Congress
and special commissions made 19 investigations of the industry between
1913 and 1935. The compulsion of a code seemed the only way out.

A strike, menacing the industry and the public, was impending when
Congress acted to avert it. Congress ‘‘was not condemned to inaction in
the face of price wars and wage wars so pregnant with disaster.”’ - All parties
admit that only through a system of regulated prices can the industry be
stabilized.

The labor regulations are important, but stabilizing prices will go a
long way toward stabilizing labor relations. The producers can then pay a
living wage.
sions, labor and operators are in vain. The price-fixing section was to take
effect at once, but the labor provisions might never be. Yet the Court
declares that Congress would not invoke the price-fixing section without
the labor section.

The parts are separable. There is no need to pass on the sections held
invalid, since this anticipates a controversy that may never become real.
The proper course would have been to withhold an opinion on this and per~
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" and enforced even without the labor provisions.

Otherwise, all the research and labor of Congress, commis-"
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mit to stand those sections which appear to be valid, the validity of which
the majority does not reject.

The Court has begun at the wrong end and entered the domain of
prophecy. The lower Court which permitted the Act to have a trial on
its imminent parts, including the price-fixing section, should be sustained.

Regarding the actions which were before the Supreme
Court for decision, the New York “Sun” of May 18, said:

One of the first suits filed was that of James Walter Carter, President and
stockholder of the Carter Coal Co., with headquarters in Washington.
Mr. Carter sued to enjoin his company from joining the code and Govern-
ment officials from enforcing it or collecting the tax. He asserted that the
law was unconstitutional.

Justice Jesse C. Adkins, after a trial in the District of Columbia Supreme
Court, decided that the code provisions of the law were constitutional but
that the labor provisions were not. He held the law could be separated
Justice Adkins enjoined
the collection of the tax, however, pending determination of the validity
of the entire law by the Supreme Court.

Mr, Carter appealed from the earlier part of the ruling and the Gov-
ernment from the tax decision.

The Kentucky Suils

At about the same time two suits involving the law were filed in Louis-
ville, Ky. OC. H. Clark, a director of the R. C. Tway Coal Co., a Harlan
County producer, sued the company and its other directors to compel
compliance to the code, asserting it was constitutional and that non-com-
pliance would injure the company.

The other Louisville suit was brought by 19 Harlan County producers.
They asserted the law was invalid and asked for an injunction against
enforcement. .

The Federal District Judge in the Louisville cases upheld the law in each
of its provisions.

The companies involved in the last named suits were the R. C. Tway,
Kentucky Cardinal, Harlan-Wallins, Creech, Harlan Central, Harlan Fuel,
Crummies Creek, Three Point, Clover Fork, Harlan Collieries, High Splint,
Cornett-Lewis, Kentucky King, P. V. K., Mary Helen, Green Silvers,
Pioneer, Black Star and Gatliff Coal companies.

On May 18, Attorney General Cummmgs was quoted as
saying:

A careful study of the majority opinion and of the other two opinions
will have to be made before it can be ascertained what course may still be
open to the Government in dealing with the problems of the soft coal mining
industry.

It should not be overlooked that the opinion of the three dissenting Jus-
tices, and the separate opinion of the Chief Justice, constitute the first
clear expression by members of the Supreme Court upholding the consti-
tutionality of price fixing for commodities moving in interstate commerce.
Important, also, is the statement in the opinion of Mr. Justice Cardozo,
.“that the prevailing opinion leaves the price provisions open for considera-
tion in the future.”

Chief Justice Sutherland in delivering the majority opinion
explained the purposes of the Act as follows:

The purposes of the ‘‘Bituminous Coal Conservation Act of 1935" in-
volved in these suits, as declared by the title, are to stabilize the bituminous
coal mining industry and promote its interstate commerce; to provide for
cooperative marketing of bituminous coal; to levy a tax on such coal and
provide for a drawback under certain conditions; to declare the production,
distribution and use of such coal to be affected with a national public inter-
est; to conserve the national resources of such coal; to provide for the general
welfare and for other purposes. C. 824, 49 Stat. 991, The constitutional
validity of the Act is challenged in each of the suits.

While the substance of the majority decision is indicated
above, we are giving the econcluding portion of it as follows:

Labor Provisions and Schechter Case

The Government's contentions in defense of the labor provisions are
really disposed of adversely by our decision in the Schechter case, supra
The only perceptible difference between that case and this is that in the
Schechter case, the Federal power was asserted with respect to commodi-
ties which had come to rest after their interstate transportation; while
here, the case deals with commodities at rest before interstate commerce
has begun. That difference is without significance.

The Federal regulatory power ceases when interstate commercial inter-
course ends; and, correlatively, the power does not attach until interstate
commercial intercourse begins. There is no basis in law or reason for apply-
ing different rules to the two situations. No such distinction can be found
in anything said in the Schechter case.

On the contrary, the situations were recognized as akin. The opinion,
at page 546, after calling attention to the fact that if the commerce clause
could be construed to reach transactions having an indirect effect upon
interstate commerce the Federal authority would embrace practically all
the activities of the people, and the authority of the State over its domestic
concerns would exist only by sufferance of the Federal Government, we
said:

Indeed, onsuch a theory, even the development of the State's commercla.l facilities
would be subject to Federal control.

And again after pointing out that hours and wages have no direct relation
to interstate commerce, and that if the Federal Government had power to
determine the wages and hours of employees in the internal commerce of a
State because of their relation to cost and prices and their indirect effect
upon interstate commerce, we said, page 549:

All the processes of production and distribution that enter into cost could likewise
be controlled. If the cost of doing an intrastate business is in itself the permitted
object of Federal control, the extent of the regulation of cost would be a question
of discretion and not of power.

A reading of the entire opinion makes clear, what we now declare, that
the want of power on the part of the Federal Government is the same
whether the wages, hours of service, and working conditions, and the bar-
gaining about them, are related to production before interstate commerce
has begun, or to sale and distribution after it has ended.

Sixth. That the Act, whatever it may be in form, in fact is compulsory
clearly appears. We have already discussed No. 3, which imposes the excise
tax.as a penalty to compel ‘‘acceptance’ of the code.

Sec. 14 provides that the United States shall purchase no bituminous
coal produced at any mine where the producer has not complied with the
provisions of the code; and that each contract made by the United States
shall contain a provision that the contractor will buy no bituminous coal
to use on, or in the carrying out of, such contract unless the producer be a
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member of the code, as certified by the Coal Commission. In the light of
these provisions we come to a consideration of subdivision (g) of Part IIL
of No. 4, dealing with “labor relations.’”

That subdivision delegates the power to fix maximum hours of labor to
a part of the producers and the miners—namely, ‘‘the producers of more
than two-thirds of the annual national tonnage.production for the pre-
ceding calendar year'’ and ‘‘more than one-half of the mine workers em-
ployed; and to producers of more than two-thirds of the district annual
tonnage during the preceding calendar year and a majority of the miners,
there is delegated the power to fix minimum wages for the district or group
of districts.

The effect, in respect of wages and hours, is to subject the dissentient
minority, either of producers or miners or both, to the will of the stated
majority, since, by refusing to submit, the minority at once incurs the
hazard of enforcement of the drastic compulsory provisions of the Act to
which we have referred. The ‘“accept,’”” in these circumstances, is not
to exercise a choice, but to surrender to force.

The power conferred upon the majority is, in effect, the power to regulate
the affairs of an unwilling minority, This is legislative delegation in its
most obnoxious form; for it is not even delegation to an official or an official
body, presumptively disinterested, but to private persons whose interests
may be and often are adverse to the interests of others in the same business.
' The record shows that the conditions of competition differ among the
various localities. In some, coal dealers compete among themselves. In
other localities, they also compete ‘with the mechanical production of
electrical energy and of natural gas. Some coal producers favor the code;
others oppose it; and the record clearly indicates that this diversity of view
arises from their conflicting and even antagonistic interests.

Delegation Held *“*Clearly Arbitrary"
The difference between producing coal and regulating its production is,

of course, fundamental. The former is a private activity; the latter is

necessarily a governmental function, since, in the very nature of things,
one person may not be entrusted with the power to regulate the business:
of another, and especially of a competitor. And a statute which attempts
to confer such power undertakes an intolerable and unconstitutional inter-
ference with personal liberty and private property.

The delegation is so clearly arbitrary, and so clearly a denial of rights
safeguarded by the due process clause of the Fifth Amendment, that it is
unnecessary to do more than refer to decisions of this Court which foreclose
the question. Schechter Corp. v. United States, 295 U. 8. at p. 537;
Eubank v. Richmond, 226 U. 8. 137, 143; Seattle Trust Co. v. Roberge,
278 U. 8. 116, 121-122.

Seventh, finally, we are brought to the price-fixing provisions of the
code. The necessity of considering the question of their constitutionality
will depend upon whether they are separable from the labor provisions so
that they can stand independently. Section 15 of the Act provides:

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

In the absence of such a provision, the presumption is that the Legislature
intends an Act to be effective as an entirety—that is to say, the rule is against
the mutilation of statute; and if any provision be unconstitutional, the
presumption is that the remaining provisions fall with it. The effect of the
statute is to reverse this presumption in favor of inseparability, and create
the opposite one of separability.

Under the non-statutory rule, the burden is upon the supporter of the
legislation to show the separability of the provisions involved. Under the
statutory rule the burden is shifted to the assailant to show their insepa-
rability. But under either rule the determination, in the end, is reached by
applying the same test—namely, what was the intent of the lawmakers?

Under the statutory rule the presumption must be overcome by con-
siderations which establish ‘‘the clear probability that, the invalid part
being eliminated, the Legislature would not have been satisfied with what
remains,” Williams v. Standard Oil Co., 278 U. 8. 235, 241, et seq.; or, as
stated in Utah Power & Lt. Co., v. Pfost, 286 U. 8. 165, 184-185, *““The
clear probability that the Legislature would not have been satisfied with
the statute unless it had included the invalid part,”

‘Whether the provisions of a statute are so interwoven that one being held
invalid, the others must fall, presents a question of statutory construction of
legislative intent, to which the statutory provision becomes an aid. “But
it is an aid merely; not an inexorable command.” Dorchy vs. Kansas,
264 U. S. 286, 290. The presumption in favor of separability does not
authorize the Court to give the statute ‘‘an effect altogether different from
that sought by the measure viewed as a whole.”” Retirement Board vs.
Alton R. Company, 295 U. 8. 330, 362.

The statutory aid to construction in no way alters the rule that in order
to hold one part of a statute unconstitutional and uphold another part as
separable, they must not be mutually dependent upon one another.
Perhaps a fair approach to a solution of the problem is to suppose that while
the bill was pending in Congress a motion to strike out the labor provisions
had prevailed, and to inquire whether, in that event, the statutes should be
8o construed as to justify the conclusion that Congress, notwithstanding,
probably would not have passed the price-fixing provisions of the code.

Sec. 3 of the Act, which provides that no producers shall, by accepting the
code or the drawback of taxes, be estopped from contesting the constitu-~
tionality of the code, is thought to aid the separability clause. But the
effect of that provision is simply to permit the producer to challenge any
provision of the code despite his acceptance of the code or the drawback.
1t seems not to have anything to do with the question of separability.

‘With the foregoing principles in mind, let us examine the Act itself.
The title of the act and the preamble demonstrate, as we already have seen,
that Congress desired to accomplish certain general purposes there recited.
To that end it created a commission with mandatory directions to formulate
into a working agreement the provisions set forth in Sec. 4 of theAct.
That being done, the result ’is a code.

Producers accepting and operating under the code are to be known as
code members; and Sec. 4 specifically requires that, in order to carry out the
policy of the Act, ‘‘the code shall contain the following conditions, provisions
and obligations . . . ' which are then set forth. No power is vested in
the Commission, in formulating the code, to omit any of these conditions,
provisions or obligations. The mandate to include them embraces all of
them.

Following the requirement just quoted, and significantly, in the same
section (International Textbook Company vs. Pigg, 217 U. 8. 91, 112-113)
under appropriate headings, the price-fixing and labor-regulating provisions
are set out in great detail. These provisions, plainly meant to operate
together and not separately, constitute the means designed to bring about
the stabilization of bituminous coal production, and thereby to regulate
or affect interstate commerce in such coal. .

Purpose of Coal Act

The first clause of the title is:

To blish the bi i coal-mining industry and promote its lnteﬁbate
commerce.
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Thus, the primary contemplation of the Act is stabilization of the
industry through the regulation of labor and the regulation of prices; for,
since both were adopted, we must conclude that both were thought essential.
The regulation of labor on the one hand and prices on the other furnish
mutual aid and support; and their associated force—not one or the other
but both combined—was deemed by Congress to be necessary to achieve
the end sought. The statutory mandate for a code upheld by two legs at
once suggests the improbability that Congress would have assented to a
code supported by only one.

This seems plain enough; for Congress must have been conscious of the
fact that elimination of the labor provisions from the Act would seriously
impair, if not destroy, the force and usefulness of the price provisions.

. The interdependence of wages and prices is manifest. Approximately two-

thirds of the cost of producing a ton of 'coal is represented by wages. . Fair
prices necessarily depend upon the cost of production; and since wages con-
stitute so large a proportion of the cost, prices cannot be fixed with any
proper relation to cost without taking into consideration this major element.
If one of them becomes uncertain, uncertainty with respect to the other
necessarily ensues.

80 much is recognized by the code itself. The introductory clause of
Part III declares that the conditions respecting labor relations are ‘‘to
effectuate the purposes of this Act.” And subdivision (A) of Part II,
quoted in the forepart of this opinion, reads in part:

In order to sustain the stabilization of wages, working conditions and maximum
hours of labor, said prices shall be established so as to yield a return per net ton for
each district in a minimum price area. . . . equal as nearly as may be to the weighted
average of the total costs, pernet ton . . .

Thus, wages, hours of labor and working conditions are/t,o be so adjusted
as to effectuate the purposes of the Act; and prices are to be so regulated
as to stabilize wages, working conditions, and hours of labor which have

* been or are to be fixed under the labor provisions. The two are so woven

together as to render the probability plain enough that uniform prices, in
the opinion of Congress, could not be fairly fixed or effectively regulated,
without also regulating these elements of labor which enter so largely into
the cost of production.’

These two sets of requirements are not like a collection of bricks, some of
which may be taken away without disturbing the others, but rather are
like the interwoven threads constituting the warp and woof of a fabric,
one set of which cannot be removed without fatal consequences to the whole.

Paraphrasing the words of this Court in Butts v, Merchants Trans-
portation Co., 230 U. 8. 126, 133, we inquire—What authority has this
Court, by construction, to convert the manifest purpose of Congress-to
regulate production by the mutual operation and interaction of fixed wages
and fixed prices into a purpose to regulate the subject by the operation of
the latter alone?

Are we at liberty to say from the fact that Congress has adopted an
entire integrated system that it probably would have enacted a doubtfully
effective fraction of the system? The words of the concurring opinion
in the Schechter case, 295 U. S. at pages 554-555, are pertinent in reply.
“To take from this code the provisions as_to wages and the hours of labor
is to destroy it altogether . . . wages and the hours of labor are essen-
tial features of the plan, its very bone and sinew. There is no opportunity
in such circumstances for the severance of the infected parts in the hope of
saving the remainder.””

The conclusion is unavoidable that the price-fixing provisions of the code
are so related to and dependent upon the labor provisions as conditions,
considerations or compensations, as to make it clearly probable that the
former being held bad, the latter would not have passed. The fall of the
former, therefore, carries down with it the latter, International Textbook
Co. v. Piggs, supra, p. 113; Warren v. Mayor and Aldermen of Charles-
town, 2 Gray (Mass.) 84, 98-99.

The price-fixing provisions of the code are thus disposed of without
coming to the question of their constitutionality; but neither this disposition
of the matter, nor anything we have said, is to be taken as indicating that
the Court is of opinion that these provisions, if separately enacted, could
be sustained.

If there be in the Act provisions other than those we have considered,
that may stand independently, the question of their validity is left for
future determination when, if ever, that question shall be presented for
consideration,

The decrees in Nos. 636, 649 and 650 must be reversed and the causes
remanded for further consideration in conformity with this opinion. The
decree in No. 651 will be affirmed.,

It is so ordered.

The text of the Guffey Coal .Act was given in our issue of
Sept. 14 1935, pages 1667-1672; President Roosevelt’s state-
ment urging passage of the bill by Congress was given in the
““Chronicle’ of July 13 1935, page 203.
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Supreme Court Findings on “New Deal’’ Legislation

With the defeat of the Guffey Act in the Supreme Court
on Ma,y 18, a dis dpatch from Washington to the New York
“Times” observe

Out of 10 New Deal lawsuits decided by the Court, the Government has
won only in the TVA and gold clause cases. The record is as follows:

Gold Clause ...

Against
Hob Oll. vevanssans e e S e i
Rai]road Pensions

Farm Mortgage Moratorium

Rice Mill
Securitles Act of 1933
Guffey Act

In the Guffey decision, which related to wages and hours, Chief Justice
Hughes agreed with the three dissenters that the price-fixing regulations
were legal, that all sections of the Act were separable and that sections not
invalidated should remain in force.

Before the Court met today the Chief-Justice had supported three New
Deal laws and opposed six. The records of the other Justices on New Deal
legislation, including today’s decisions:

__Justice For Aaainst Just'lce
Van Devanter 1 18

4
9 |Cardozo
This calculation shows that the liberal group, consisting of Justices Bran-
deis, Stone and Cardozo, has been far ahead in supporting New Deal
legislation. Justice McReynolds of the conservatives has invariably held
against New Deal laws.
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Annual Report of Federal Reserve Board—Record of Policy Actions of Board of
Governors and Federal Open Market Committee—Growth in Excess Reserves—
Discussions and Resolutions with Respect Thereto—Increase in Gold and Silver
Reserves——Indus'trial Advances—Earnings of Federal Reserve Banks

An outstanding development of the year for the Federal
Reserve System, according to the annual report of the Board
of Governors of the Federal Reserve System, “was the
enactment of the Banking Act of 1935, which made im-
portant amendments in the Federal Reserve Act.” In the
report it is stated that the new law “preserves the autonomy
of the regional banks in matters of local concern, but places
responsibility for national monetary and credit policies on

the Board of Governors and the Federal Open Market Com-

mittee,” The report goes on to say:

In the credit situation important developments during 1935 were a
further growth of bank reserves, resulting from a continued inflow of
gold that was due chiefly to a movement of foreign capital to the United
States. Bank deposits increased, reflecting, in part, the gold inflow, but
in larger part expenditure by the United States Government of funds raised
through the sale of its obligations to banks. Banks increased their other
investments as well, and their loans, following declines in earlier years,
showed a small growth. Rates charged customers by member banks in
leading cities declined during the year, and open market money rates
and yields on high-grade bonds remained at near the low levels reached
early in the year.

As was indicated in our issue of May 16, page 3267, in
which brief reference was made to the report (which covers
the year 1935, and was made available May 15), embodied in

- the report is a “record of policy actions” both of the Board
of Governors and the Federal Open -Market Committee—36
pages of the report being devoted to these records for the
period from Aug. 26, 1935, to the end of December. The
record, the Board indicates, is submitted in accordance with
the requirements of “the last paragraph of Section 10 of the

Federal Reserve Act as amended by the Banking Act of

1935.” In our item of a week ago it was noted that among

other action taken by the Board of Governors was that

directing (in accordance with the Securities Exchange Act
of 1934) that monthly reports be required, “from time to
time, as necessary or appropriate” “from all firms extend-
ing credit of which any partner is a member of the New
York Stock Exchange or of any other national securities
exchange and which are subject to the rules and regula-
tions preseribed by the Board.” Included in the informa-
tion presented in this record of policy action is a resume of
the consideration given to the question of open market
policy at meetings in October and December. From the
report we quote as follows regarding these meetings under
the head of the “Policy Actions” of the Federal Open Mar-
ket Committee, from which it will be seen that at the
December meeting the Committee voted 8 to 4 on a resolu-
tion in which it was declared that “the amount of excess
reserves of member banks constitutes a source of danger,”
and in which the belief was expressed that “action should
be taken as soon as possible . . . to absorb a part of
these excess reserves as a safeguard. against possible

dangers.” .

There were present: Mr, Harrison, Chairman of the Federal Open
Market Committee and Governor of the Federal Reserve Bank of New
York ;. Messrs. Young, Norris, Fleming, Seay, Newton, Schaller, Martin,
Geery, Hamilton, and Calkins, Governors of the Federal Reserve Banks of
Boston, Philadelphia, Cleveland, Richmond, Atlanta, Chicago, St. Louis,

" Minneapolis, Kansas City, and San Francisco, respectively; Mr. Gilbert,

Deputy Governor of the Federal Reserve Bank of Dallas; and Mr. Burgess,

Secretary of the Federal Open Market Committee and Deputy Governor

of the Federal Reserve Bank of New York.

After a review of business and credit conditions the Committee, by
unanimous vote, adopted the following resolution. The reasons for the
Committee’s action are set forth in the resolution: 3

The Committee reviewed the preliminary memorandum submitted by the Chair®
man and discussed at length business and credit conditions and the banking position
in relation to them. It was the unanimous opinion of the Committee that the
primary objective of the System at the present time is still to lend its efforts towards
the furtherance of recovery. While much progress has been made, it cannot be
sald that business activity on the whole is yet normal, or that the effeots of the
depression are yet overcome. Statistics of business activity and business credit
activity, both short and long term, do not show any undue expansion, In these
elr the C was unanimously of the opinion that there is nothing
in the busi or credit si which at this time necessitates the adoption of

any policy designed to retard credit expansion.

But the Committee cannot fail to recognize that the rapid growth of bank deposits
and bank reserves in the past year and a half is building up a credit base which
may be very difficult to control if undue credit expansion should become evident.
The continued large imports of gold and silver serve to increase the magnitude
of that problem. Even now actual reserves of member banks are more than double
their requirements, and there is no evidence of a let-up in their growth. That being
so0, the Committee is of the opinion that steps should be taken by the Reserve
System as promptly as may be possible to absorb at least some of these excess
reserves, not with a view to checking some further expansion of credit, but rather
to put the System in a better position to act effectively in the event that credit
expansion should go too far.

Two methods of absorbing excess reserves have been discussed by the Com-
mittee: (a) The sale of short-term Government securities by the Federal Reserve
System, and () the ralsing of reserve requirements.

While the C i feels that method (a), if employed, would have the dual
effect of absorbing excess reserves and improving the position of the Reserve banks,
nevertheless, there are two risks in this method, First, that it may be a shock to
the bond market, inducing sales of securities by banks all over the country; second,
that however it may be explained publicly, it may be misconstrued by the public
as a major reversal of credit policy, since this method has never been employed
except as a means of restraint, which is not desired at this time. A majority of
the Committee is opposed to the sale of Government securities at this time, believing
that its advantages do not now justify the risks involved in this method of dealing
with the subject.

_ There are also risks incident to method (b)—raising reserve requirements. Thig
method of control is new and untried and may possibly prove at this time to be an

s

undue restraining influence on the desirable further extension of bank credit. The
Committee feels, therefore, that before this method of dealing with the problem
of excess reserves Is employed, it would be wise for the Board of Governors of the
Federal Reserve System to make a thorough study, through the 12 Federal Reserve
banks, of the amount and location of excess reserves by districts and by classes
ot banks, In order thus to determine whether, or to what extent if at all, an increase
in reserve requirements might interfere with the extension of loans and investments
of member banks,

In view of the monetary powers now possessed by the Treasury, the Committee
is impressed with the importance of advising with the Treasury relative to any
steps that may be taken by the Reserve System in order as far as possible to insure
reasonable coordination of action.

Furthermore, the Committee recognizes the possible dangers of the public mis-
understanding of any action which may be taken in this matter, and would favor
a careful public statement before action is taken.

In making these suggestions to the Board of Governors regarding reserve require-
ments, the Committee recognizes that it is going somewhat beyond its own imme-
diate jurisdiction, but it has found it impossible to consider open-market operations
ndependently from the whole credit situation and other Federal Reserve polices.

After discussion it was agreed that the authority previously granted to
the Executive Committee of the Federal Open Market Committee to make
shifts of maturities in the System open market account should be con-
tinued, as necessary in the proper administration of the account, to enable
the Executive Committee to replace maturities from time to time and to
make shifts in maturities to meet changing market conditions. Therefore,
it was unanimously

Voted, that superseding previous authorizations, the executive committee¥Ybe
authorized to make shifts between maturities of Government securities up to $300,~
000,000, provided that the amount of securities maturing within two years be main-
;%l&;&% oaot o%%t 1ess than $1,000,000,000, and that the amount of bonds be not over

It was also agreed that authority should be given to the Executive
Committee to buy or sell (which would include authority to allow maturi-
ties to run off) securities for System account up to a certain amount, in
order that the Committee might be in a position to act promptly if cir-
cumstances not now foreseen should make action appear desirable before a
further meeting of the full Committee. Therefore, it was unanimously

Voted, that the executive committee be authorized to"buy or sell up“to $250,f
000,000 of Government securities subject to telegraphic approval of a majority o
the Federal Open Market Committee and the approval of the Board_ ot GovernorS
of the Federal Reserve System.

There were present: Mr. Harrison, Chairman of the Federal Open
Market Committee and Governor of the Federal Reserve Bank of New
York; Messrs. Young, Norris, Fleming, Seay, Newton, Schaller, Martin,
Geery, Hamilton, McKinney, and Calkins, Governors of the Federal Re-
serve Banks of Boston, Philadelphia, Cleveland, Richmond, Atlanta,
Chicago, St. Louis, Minneapolis, Kansas City, Dallas, and San Francisco,
respectively ;© Mr. Burgess, Secretary of the Federal Open Market Com-
mittee and Deputy Governor of the Federal Reserve Bank of New York.

After a joint discussion with the members of the Board of Governors of
the Federal Reserve System on business and credit conditions and various
aspects of credit policy, and after consideration of a preliminary memo-
randum on credit conditions and a memorandum on excess Teserves and
Federal Reserve policy presented by the Chairman, and after extended dis-
cussion of various proposals, including a resolution by the Federal Advisory
Council, the Committee by an 8 to 4 vote adopted the following resolution:

The Committee has considered the preliminary memorandum and a memorandum
on excess reserves and Federal Reserve policy and has discussed various aspects
of the credit situation.

The Committee finds that continued improvement has been made in business
and financial conditions since its last meeting but the country is stiil short of a full
recovery and there does not appear to be anything in the situation which makes it
necessary for the Reserve System now to reverse its policy of easy money. It is
still the unanimous opinion of the Committee that the primary objective of the
Reserve System should be to lend its efforts toward the furtherance of recovery.

It is the view of the Committee, however, that the amount of excess reserves
of member banks constitutes a source of danger for the reasons expressed in the
reports before the Committee at its October meeting and those considered at this
meeting. The Committee believes, therefore, that action should be taken as soon
as possible without undue risk to. absorb a part of these excess reserves as a safeguard
agalnst possible dangers, and not as a policy of credit restraint.

Two principal methods of accomplishing this have been discussed by the Com-
mittee: (a) Permitting the present system holdings of Treasury bills to mature
without replacement, and (b) raising reserve requirements. Some of the members
of the Committee would prefer the employment of method (a) and others would
prefer method (b).

Those members of the Committee who prefer method (a), that.is, the reduction
of holdings of short-term Government securities by the System, are so strongly
of the opinion that some early action should be taken that they join with those
members favoring method (b), an increase in reserve requi ts,inar d
tion that the Board of Governors of the Federal Reserve System should consider
some early and substantial increase in. the present reserve requirements of member
banks which were fixed at a time when the gold base of the country was substantially
lower than it is now. The Committee refrains from recommending or suggesting
any precise time or percentage of increase or the classes of banks to be affected,
believing that the time or amount and character of action would, of course, have
to be determined by the Board of Governors in the light of all the conditions as
they appear at the time action is actually taken, not only business and credit con=-
ditions but also the banking situation particularly as it may be atfected by the
Government's fiscal policy.

The vote on this resolution was as follows: Yes, Governors Harrison,
Fleming, Norris, Seay, Schaller, Geery, Hamilton, McKinney ; No, Gover-
nors Young, Newton, Martin, Calkins.

After discussion it was agreed that authority voted to the Executive
Committee of the Federal Open Market Committee at two previous meetings
to make shifts of maturities in the System open market account, should
be continued, as necessary in the proper administration of the account to
enable the Executive Committee to replace maturities from time to time
and to make shifts in maturities to meet changing market conditions.
With respect to the amount of authority which the Committee ghould have
in shifting from shorter maturities to bonds it was agreed that some
limited authority was advisable in order to deal with any market situation
that might arise. It was, therefore, unanimously

Voted, that superseding previous authorizations, the executive committee be
authorized to make shifts between maturities of Government securities up to
$300,000,000, provided that the amount of securities maturing within two years
be maintained at not less than/$1,000,000,000 and that the amount of bonds be
not over $300,000,000.

It was also agreed that authority should be given to the Executive
Committee to buy or sell (which would include authority to allow maturi-
ties to run off) securities for System account within limits as to amount,
in order that the Committee might be in a position to act promptly if
circumstances not now foreseen should make action appear desirable before
a further meeting of the full Committee, It was, therefore, unanimously
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Voted, that the executive committee be authorized to buy or sell up to $250,-
000,000 of Government securities, subject to telegraphic approval of a majority
of the Federal Open Market Committee and the approval of the Board of Governors
of the Federal Reserve System.

It may be noted that a joint statement by the Board of
Governors ‘and the Federal Open Market Committee was
issued on Dec. 18 in which it was stated in conclusion that
“the special problem created by the continuing excess of
reserves has had and will continue to have the unremitting
study and attention of those charged with the responsibility
for credit policy in order that appropriate action may be
taken as soon as it appears to be in the public interest.”
This joint statement was given in our Dec. 21 issue,
page 3942, :

The report of the Board of Governors in referring to the
growth of member banks’ reserves in 1935 says, in part:

Member Bank Reserves

Growth of Reserves in 1935—As a result of the increase in gold and
silver stock, the reserves of the Federal Reserve banks and the reserve
balances of member banks increased further by large amounts in 1935,
as in 1934, Member bank reserve balances showed a growth of $1,500,-
000,000 in 1935. The increase in reserve funds resulting from the growth
of $1,900,000,000 in the country’s monetary gold stock and $400,000,000
in silver money was partly offset by reductions in reserves arising from
increases of $350,000,000 in the amount of money in circulation, of $400,-
000,000 in funds held by the Treasury on deposit in the Reserve banks,
and of nearly $100,000,000 in non-member deposits and other accounts at
the Reserve banks, 3

The net increase of $1,500,000,000 in total reserve balances was partly
absorbed by an increase of nearly $500,000,000 in reserve requirements in
consequence of a continued growth of member bank deposits, and excess
[reserves showed an increase of more than $1,000,000,000.

/ Early in December excess reserves reached a total of $3,300,000,000, a
/'mew high level in the history of the Federal Reserve System, but in the

110 days preceding Christmas a large increase in Treasury deposits at
Reserve banks, arising from the sale of new securities and income tax
receipts, together with seasonal currency withdrawals, resulted in a decrease
of over $600,000,000 in member bank reserves. This reduction had no
effect on the money market, and before the end of the year the return
flow of currency increased the bank’s reserve funds. At the end of
December excess reserves amounted to $2,850,000,000, and early in January,
1936, they again exceeded $3,000,000,000.

Changes in Reserve Situation Since 1929—Growth of bank reserves was
a part of a series of developments that, since the reversal of Federal
Reserve policy in the latter part of 1929, have been contributing to easier
money conditions. The nature of these changes is shown in part on the
accompanying chart [pamphlet report].

At various times between the autumn of 1929 and the end of 1933 the
Reserve banks purchased $2,300,000,000 of government obligations. Not
all of this amount, however, constituted a net addition to member bank
reserves. The major part of the reserves thus made available was utilized
by member banks to reduce indebtedness to the Reserve banks in existence
at the beginning of the period and incurred during the depression at times
of currency and gold withdrawals. The more important net changes for
the period as a whole were a decrease of nearly $900,000,000 in member
bank borrowings, an increase of about $1,000,000,000 in currency in circu-
lation, and an increase in member bank reserves of $400,000,000. Since,
however, as shown in the 'second chart [pamphlet report]l, required
reserves of the member banks had declined by $400,000,000 as a result of
the decline in deposits, member banks had more than $800,000,000 of
excess reserves at the end of 1933. This was a much larger volume of
excess  reserves than had ever before been held by member banks. These
excess reserves should be compared with a portfolio of $2,400,000,000 of
government securities which were available for sale in the open market if
absorption of reserves should become desirable.

This was the situation at the end of 1933. During the next two years
the relationship between the Federal Reserve banks and the money market
was fundamentally altered. Because of developments previously explained,
excess reserves increased from $800,000,000 to about $3,000,000,000, while
the portfolio of government securities of the Federal Reserve banks
remained at $2,400,000,000. It is partly for this reason that Congress
gave to the Board the power to absorb excess reserves through increasing
reserve requirements for member banks to a maximum of double the
percentages prevailing in 1985, thus providing the Board with an additional
instruritent for preventing injurious credit expansion.

As to the increase in gold and silver reserves, we take the
following from the report:

Incrédase in Gold and Silver Reserves

Monetary reserves of the country were further increased during 1935
by gold imports and Treasury silver purchases. In the two years 1934
and 1935 the gold stock showed an increase of $6,100,000,000, of which
about $2,800,000,000 represents the increment aceruing to the Treasury
from revaluation of gold on Jan. 81, 1934, from $20.67 per ounce to $35
per ounce. This increment has not yet increased member bank reserves
to a material extent, for $1,800,000,000 of it is still held in the stabiliza-
tion fund and the remaining $1,000,000,000 is either in the general fund
of the Treasury or has been utilized in ways that for the most part have
left member bank reserves unmaffected. Disregarding the gold increment
resulting from revaluation, additions to gold and silver stocks affecting
member bank reserves during the.two years amounted to $3,900,000,000,
of which $200,000,000 represents gold acquired by the Reconstruction
Finance Corporation and the Treasury before revaluation in January, 1934,
but not taken up into gold stock until that time, and $600,000,000, the
issuance of silver certificates and coins.

The growth of $3,100,000,000 in the monetary gold stock of the United
States in the period of less than two years since revaluation was unprece-
dented in the history of the country. During the 20 years, 1914-33,
which included the great movements of the war and post-war periods,
gold stock increased by $2,400,000,000. In part, the difference is accounted
for by the higher price at which gold now enters into the account, but a
more important feature has been the unprecedented volume of the gold
flow, even when measured in ounces.

Factors Behind Gold and Silver Movement—Additions to the monetary
gold and silver stocks since revaluation, totaling $3,700,000,000, were to
the extent of $400,000,000 of domestic origin, such as mine output of
the metals, sale of scrap gold by the publie, and nationalization of silver
holdings. The remaining $3,300,000,000 came from abroad.
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The sustained movement of gold from abroad, notwithstanding the heavy
purchases of silver by the Treasury, was the outcome of several .factors in
the international balance of payments of the United States, Chief among
these factors were an influx of capital from foreign centers and, to a less
extent, a surplus of merchandise exports. . . .

World Gold Supplies—The increase in the monetary gold stock of the
United States in the period of nearly two years since revaluation has not
meant a corresponding decline in central gold reserves abroad. While
gold was being shipped to the United States it was being produced by the
world’s mines at the rate of $1,000,000,000 a year, and the Indian public
continued to make sales from the accumulated hoards of the past.

This was in contrast to the situation that existed before the depression.
For a number of years before the depression world gold production, valued
on the old par basis, was at a rate of about $400,000,000 a year. Of this
amount from $100,000,000 to $200,000,000 was annually taken for indus-
trial uses or for Indian hoards, leaving $300,000,000 or less available for
central reserves. Today the sale of Indian gold exceeds the demand for
industrial uses, and mining output has not only increased by 50% in
terms of ounces, but an ounce of gold is now the equivalent of $35 instead
of $20.67. Except as hoarding develops in Europe, therefore, the amount
of mew gold available for central gold reserves exceeds $1,000,000,000
a year.

As a result of this situation the increase of $3,100,000,000 in monetary
gold stocks of the United States in the period from Feb. 1, 1934, to the
end of 1935 was accompanied by a decline of only $1,100,000,000 in the
gold reserves of foreign central banks. The larger part of this decline
occurred in gold reserves of the Bank of France, although there. were also
substantial reductions in central reserves of The Netherlands, Switzerland,
and Italy.

Silver Purchases—The increase of $600,000,000 in silver certificates and
coin in the United States in 1934 and 1935 reflected, in the main, opera-
tions carried out in accord with the silver-buying program of the govern-
ment. Up to Dec. 27, 1935, acquisitions of silver, -as announced by the
Treasury, amounted to 835,000,000 ounces, of which 59,000,000 ounces
were received from domestic mines, 112,000,000 ounces represented the
nationalization of silver in the United States on Aug, 9, 1934, and 664,-
000,000 ounces were purchased abroad under authority of the Silver
Purchase Act. .

- The two principal sources of American silver acquisitions have been new
production and withdrawals from Chinese stocks. The bulk of this silver
has been bought in the London market, where Treasury operations were
the dominant factor during most of 1935, but considerable amounts of silver

‘have been shipped direct to the United States from Mexico, Canada and

other producing countries, and during 1934 direct importations from China
were in substantial volume. The direct shipment of silver from China to
the United States ceased soon after the Chinese Government in October,
1934, imposed prohibitive charges on silver exports, but the drain of
silver from China was not stopped by this action. The subsequent deprecia-
tion of the yuan against its theoretical silver parity provided a strong
incentive to smuggle silver out of the country, and during 1935 the amount
of Chinese silver that reached the London silver market through various
channels was comparable in volume to the supplies from this source in 1934.
Effective Nov. 4, 1935, the Chinese Government issued a series a decrees
providing for the compulsory delivery of all silver coin and bullion to the
government and for the issue of an ‘inconvertible paper currency to be
managed with the object of maintaining a stable value for the yuan in
terms of foreign currencies. The effect of these measures was to remove
China definitively from the silver standard. Subsequently the profit on
smuggling silver out of China was largely eliminated by the sharp decline
in the world market price for silver.

Further extracts from the report follow:

Industrial Advances by Federal Reserve Banks

During the year 1935 the Federal Reserve banks received approximately
2,600 applications for industrial advances under the provisions of Seec-
tion 13b of the Federal Reserve Act. This is a little less than half the
number received in the six months following the enactment, on June 19,
1934, of the amendment empowering the Reserve banks to make such
advances. The amount of applications received in 1935 was $116,000,000,

- compared with $190,000,000 in 1934. The Federal Reserve banks approved

973 applications during 1935 representing an aggregate of $72,000,000, as
against 1,020 applications in 1934 for an aggregate of $52,000,000.  In
other words, although the number and amount of applications received in
1935 was much less than in 1934, the number of applications approved was
nearly as large and the amount approved was considerably larger. than
in 1934, The smaller proportion of approvals in 1934 was due largely to
the fact that during the first few months of operation under the new
authorization a relatively large proportion of the applications were found
to be either unsatisfactory credit risks or ineligible under the law.

The total amount of applications approved by the Federal Reserve
banks up to the end of 1935 was $124,000,000, including $26,000,000 con-
ditionally approved. The largest amount of advances and commitments
outstanding at any one time has been $61,000,000, but the total of such
credit actually made available to borrowers up to the end of 1935 (includ-
ing $3,000,000 of approved advances and commitments in process of. com-
pletion) was $98,000,000, part of which had been repaid, part unused, and
part advanced by participating institutions.

Vigorous steps were taken by the System to inform the public that
working capital advances might be made by the Federal Reserve banks
directly to borrowers. It was realized at the outset that the new facilities
offered by the Federal Reserve banks for making loans for working capital
purposes must be actively brought to the attention of potential borrowers,
since the general public was not accustomed to dealing with the Federal
Resesve banks nor was it aware of the fact that these banks might now
make direct loans to industrial and commercial concerns. Articles deserip-
tive of the facilities which the Federal Reserve banks have for making
industrial loans appeared during the year in magazines, newspapers and
trade papers. Radio talks were also made, and pamphlets were issued
by various Federal Reserve banks.

Through the medium of conferences in Washington and visits by a
member of the Board to the Federal Reserve banks, the Board has kept
closely in touch with the work of the Reserve banks and industrial advisory
committees on industrial loans.

Before making advances directly to borrowers the Federal Reserve banks
usually encourage local banks to make the advances under protection of
commitments from the Federal Reserve banks, or to participate with the
Federal Reserve banks in the advances that they make. A commitment,
as authorized by the law, obligates a Federal Reserve bank, upon request
of the financing institution, to discount or purchase an obligation repre-
senting an advance by that institution for the purpose of furnishing work-
ing capital to an established business. The Reserve bank, in assuming
such an obligation, will obligate itself for as much as 809 of any loss

4




Volume 142 Financial

thereon. The commitment, therefore, assures the local bank of the loan’s
liquidity, and protects it against a loss in excess of 20% of the loan.

Banking Act of 1935

Important amendments were made in the Federal Reserve Act by the
Banking Act of 1935, which was signed by the President on Aug. 23. The
Act incorporates into law much of the experience acquired by the System
during the more than two decades of its operation. It reflects a broader
conception of the System’s functions in the country’s economic life than
existed at the time the System was established, and it defines more clearly
and fixes more firmly the responsibilities of the Board in Washington and
of the regional Reserve banks. It permanently removes from the operatio_ns
of the Federal Reserve banks and the member banks some of the restric-
tions which ‘at critical times prevented them from effectively rendering
the services for which they were established, and it clarifies and simplifies
a number ‘of features of the administration of the System.

The more: important provisions relating to the Federal Reserve System
are contained in Title II of the Act. Title I revises the provisions relating
to the insurance of deposits, and Title III contains many clarifications and
improvements in the technical provisions of existing banking law. The
principal provisions of the Act are discussed more fully in a subsequent
section of this annual report.

Title II provides for reconstitution of the Federal Reserve Board under
the name of the Board of Governors of the Federal Reserve System with
longer terms and larger salaries for its members. As reconstituted, effec-
tive Feb, 1, 1936, the Board, instead of consisting of six appointive mem-
bers and the Secretary of the Treasury and the Comptroller of the Currency
as ex-officio members will have seven appointive members and no ex-
officio members. The law provides for reorganization of the Federal
Open Market Committee as of March 1, 1936, to consist of the seven
members of the Board of Governors and five representatives of the Federal
Reserve banks, instead of, as previously, one representative from each of
the 12 Federal Reserve banks. This .change, together with other powers
vested in the Board, places greater responsibility for the exercise of
national credit policies upon the Board of Governors. The law, however,
preserves the local autonomy of the regional banks in their dealings and
relations with the member banks in their respective districts, and provides
for participation of representatives of the regional banks in the formulation
of national monetary and credit policies.

Other provisions broaden the lending powers of the Federal Reserve
banks by permitting them to make advances to member banks on paper
heretofore ineligible except in exceptional circumstances and liberalize the
conditions under which National banks may make loans on real estate.
The Act clarifies and alters the power of the Board to change reserve
requirements of member banks and provides for periodic review by the
Board of discount rates established by the Reserve banks. Changes are
also made in the administrative organization of the Federal Reserve banks.

The Act provides that the Board shall keep a complete record of actions
taken by the Board and the Federal Open Market Committee upon all
questions of policy relating to open market operations, including votes
taken and a statement of reasons underlying the action, and that the
Board shall also keep a similar record with respect to all questions of
policy determined by the Board and shall include in its annual report a
full account of actions taken and a copy of the records required to be kept.

Changes in Membership—The number of member banks of the Federal
Reserve System decreased by 65 in 1935 to 6,387 at the end of the year.
This decrease was due largely to the merger, absorption, consolidation, or
liquidation of 122 banks, partly offset by the organization of 33 new
National banks and the admission of 38 State banks to membership in the
Federal Reserve System. The 6,387 member banks on Dec. 31, 1935,
included 5,386 National banks and 1,001 State member banks. At the
end of December, 1935, loans and investments of member banks constituted
66% of the total loans and investments of all banks and 849% of the total
loans and investments of all banks other than mutual savings banks, . . .

Branch Offices—There was a net increase during 1935 of 133 in the
number of branches maintained by banks (including mutual savings banks
and private banks). The number of branches of National banks increased
by 84; the number of branches of State member banks decreased by 29,
and the number of branches of non-member banks increased by 78. The
number of banks maintaining branches increased from 796 to 883. Of
this net increase of 87, 72 were non-member banks, the number of National
banks with branches increasing only by six, and the number of State
members by nine. For the most part, the non-members responsible for
this increase maintain only one branch each.

The increase in branches maintained was accounted for wholly by
branches outside head office cities, there being a decrease of 29 in the
number of branches maintained inside head office cities. The banking
offices at the beginning and end of the year 1935 are shown in the following
tabulation :

NUMBER OF BANKS AND BANKING OFFICES
[Active banks, operating without restrictions]

Dec. 31, 1934

No. of | Total

Branch|Banking
Offices | Offices
1,243 | 6,705

981 | 1,961

Dec. 31, 1935

No. of | Total

Branch|Banking
Offices | Offices
1,327 | 6,713

952 | 1,953

Class of Bank
No. of
Banks.

No. of
Banks

5,386
1,001

National Banks
State banks (members of Federal
Reserve System)

5,462
980

Total members of Federal Re-
serve System 2,224
Non-member commercial banks *| 8,680 749
Mutual savings banks 579 126

Private banks under State super-
147 3 150 138 3 141

4153 ()1 TG R
15,848 | 3,102 118,950 115,740 | 3,235 118,975

* Exclusive of trust companies and other financial institutions which do not
receive deposits but which are included In State banking department abstracts.

a The tigures for both 1934 and 1935 Include 46 private banks not under State
supervision on Dec. 31, 1934, which reported to the Comptroller of the Currency
on that date but which were placed under State supervision during the year 1935;
other private banks (not under State supervision) are not included. Private banks
not under State supervision which reported to the Comptroller of the Currency
under the provisions of Sec. 21 (a) of the Banking Act of 1933 numbered 140 on
Dec 31, 1934, and 144 on June 29, 1935; under amended provisions of law, private
banks no longer report to the Comptroller of the Currency.

” I:Iale—mgures for banks not members of the Federal Reserve System are pre-
minary.

Insured Deposits—The Banking Act of 1935, established the Federal
deposit insurance fund on a permanent basis, continuing the insurance
of each depositor in each insured bank in a sum not exceeding $5,000.
Banks participating in the fund were made subject to annual assessments
equal to one-twelfth of 1% of their deposit liabilities as defined in the law.

8,666 | 6,387
9,429 | 8,647
705 568

2,279 |
82
133

8,666
467

gitized for FRASER
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On Dec. 31, 1935, 14,177 banks with deposits of $45,101,000,000 were
participating in Federal deposit insurance. Of these, 6,387 banks with
deposits of $38,454,000,000 were members of the Federal Reserve System.
The tabulation shows that the number of insured banks increased by 49 in
the 15 months beginning with Oct. 1, 1934, The number of insured
accounts and the volume of insured deposits for this date are also shown.
More recent comparable figures are not available.

NUMBER AND DEPOSITS OF BANKS PARTICIPATING IN THE FEDERAL
DEPOSIT INSURANCE CORPORATION

Dec. 31, 1935 Oct, 1, 1934

No. of
Insured | Insured
Deposits| Accounts
(000,000( (000
Omiitted) | Omitted)
$8,401 | 26,376
3,583
801
3,581
16,456

Total
Deposits
(000,000
Omitted)

$20,073
10,971
1,038
4,944

37,026*

Total
Deposits|
(000,000
Omitted)

$24,802
13,6562
978
5,669

| 45,101

Class of Bank

Number Number

5,386
1,001
6
7,734
14,177

sions and Receiverships—Bank suspensions in 1935 numbered
34, compared with 57 in 1934, and were fewer than in any other post-war
year. Of the 84 banks with deposits of $10,099,000 which suspended
during 1935, . 26 with deposits of $9,160,000 were participating in the
Federal deposit insurance fund.

The Comptroller of the Currency has reported that all of the 1,417*
National banks which were unlicensed after the banking holiday of 1933
have since been licensed or placed in liquidation or receivership. In 489
of them the creditors were paid in full, and for the group as a whole
unsecured depositors recovered 75% of their claims.

At the end of 1935 there were about 1,400 active receiverships of
National banks which had deposit liabilities of $1,842,000,000 at the time
they closed. To the end of 1935, unsecured depositors in these banks have
been repaid more than $1,068,000,000. Comparable figures for State bank
receiverships are not available.

During the year the Reconstruction Finance Corporation made aggregate
loans of $114,000,000 to further the disbursement of funds to depositors
of banks in process of liquidation. The investment of the Reconstruction
Finance Corporation in the capital structure of banks increased slightly
during the year to $882,000,000.

5,451
970

68
7,639
14,128

State (members of the Fed-
eral Reserve System)._..
Mutual savings K 1,495

13,814
51,246

* Includes six National banks which were licensed on March 15, 1933, but whose
licenses were subsequently revoked, and one which suspended before the banking
holiday and was placed in conservatorship subsequent thereto; also includes 10
non-National banks in the District of Columbia subject to the supervision of the

| Comptroller of the Currency.

Earnings and Erpenses of Federal Reserve Banks

Gross earnings of the Federal Reserve banks in 1935 amounted to $42,-
752,000, or $16,151,000 less than in 1934. After adding other income and
deducting current expenses of $31,577,000, reserves for depreciation on
bank premises, reserves for losses, self-insurance, &e., there remained net
earnings of $9,437,000, or $5,794,000 less than the amount of net earnings
for 1934. Earnings, expenses, dividend payments, &c., for all Federal
Reserve banks combined for 1935 and 1934 are shown in the following
table: i

EARNINGS AND EXPENSES OF FEDERAL RESERVE BANKS D'tl'RING
1935 AND 1934

1935

$42,752,000
31,577,000

$11,175,000

1934

$48,903,000
29,242,000

$19,661,000

‘Total earnings
Current expenses

Current net earnings

Additions (profits on sales of United States Government
securities, &e.)

, &e. $6,914,000
Deductions (depreciation and other reserves, &c.

8,652,000

$1,738,000
9,437,000

$8,505,000
*298.000

$8,926,000
13,356,000

$4,430,000
15,231,000

Net deductions frem current net earnings

Dividends pald

Payment to United States Treasurer (Sec. 13b)
Transferred to surplus (Sec. 13b) *27,000
Transferred to surplus (Sec. 7) 607,000

* Revised. .

All Federal Reserve banks paid dividends to member banks at the rate
of 6% per annum on paid-in capital. = These dividends amounted to
$8,605,000.

Gross and net earnings during the year 1935 and the distribution of
net earnings of each Federal Reserve bank are shown in the following
table:

FINANCIAL RESULTS OF OPERATIONS OF THE FEDERAL RESERVE
BANKS DURING 1935

6,510,000

Trans-
Jerred to
Surplus
(Sec. 7)

Trans-
Jerred to

Surplus
(Sec. 13b)

Payment
to U. S.
Treasurer
(Sec. 13b)

Net
Earnings

Gross

Federal Reserve
Bank Earnings

Dividends
Paid

$
*49,012
64,238

$ $
670,565 621,553

$
2,727,242
13,131,386/4,336,26413,411,268

860,758

3,123,918/ 867,763 —63,847

780,861

856,286
772,127
293,644
260,538
753,583
236,187
185,448
239,859
. 266,857 237,615
3,251,854 603,631 636,866

42,751,9599,437,125'8,504,974

*297,6671  27,176' 607,308

* Revised,

Earnings on- total bill& and securities were about $6,200,000 less in
1935 than in 1934, This decrease in earnings was due primarily to a
reduction from 1.91% to 1.68% in the average rate of earnings, but also
in part to a reduction of about $26,000,000 in average daily holdings of
bills and securities, Average daily holdings of bills and securities, together
with average rates and amounts of earnings thereon, are shown for recent
years in the following table:
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EARNINGS ON BILLS AND SECURITIES
[Amounts in thousands of dollars]

3418

Bills and Securities

United
States
Government,
~Securities

Bills
Bought
in Open
Market

All Other
Bills and
Securities

Bills

Total |Discounted

$70,902/81,461,258
82,882| 2,052,160
24,742/ 2,431,673
4,922 2,430,821

2,785 26,924 402
1,238 37,530 90
141 46,131 *152
36 39,796 *1,484
4.17

3.93 1.84
1.49| 1.83 2.74
. 3 0.57 1.90 *4.61
e K . 0.73 1.64 *5.60
*Includes industrial advances.
Current expenses of the Federal Reserve banks in 1935 were $31,677,000,
or $2,335,000 more than in 1934.
Salary payments during 1935, including contributions to the retirement
system of the Federal Reserve banks, were $1,800,000 in excess of such
payments in 1934.

92,062,446
2,421,566
-| 2,495,497
2,469,642

47,902
47,995
47,655

§520,637
283,229
35,788
7,306

17,881
9,137
1,231
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Fm/'eign Bondholders’ Protective Council,
Annual Report, 1935

Published by the Council, 90 Broad Sireet, New York

TFormed in 1933 at the request of the Secretary of State,
the Secretary of the Treasury and the Chairman of the
Tederal Trade Commission, but as an independent body,
and incorporated as a non-profit membership corporation
without capital stock, the Council has performed an indis-
pensable service to investors by collecting detailed informa-
tion regarding all foreign bond issues that have been mar-
keted in this country, and their status in regard to pay-
ments or defaults. The present report contains, in addition
to complete statistical data on those subjects, detailed
accounts of such negotiations ds have been carried on with
governments or their local subdivisions that were in default,
an informing exhibit of the revenues, expenditures, public
debt and foreign trade of the countries concerned, an up-to-
date showing of the foreign governmental debts to the
United States which are in default, and an extended sum-
mary of debt or tax legislation in Argentina, Brazil, Ru-
mania and a number of other Latin American and European
countries. i :

The Council continues to hold the view “that the present
moment is not the proper time to make long-term permanent
debt settlements. World economic conditions at this time
are still so unsettled and unfavorable that a permanent
settlement made at this time on' the basis of present
financial and economic conditions would be bound to
be most unfavorable to the bondholders and also con-
trary to the best interests of the debtor governments, as
it would not comport with their desire to deal fairly with

I nc.
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their creditors and to pay them the maximum amgunt of
service which the condition of their respective countries per-
mits.” The settlement made with Costa Rica, accordingly,
was on a temporary basis. An exception,. however, was
made in the case of Buenos Aires because of the satisfactory
conditions that were offered by the province.

On the other hand, the Council calls attention with ex-
treme regret to “the disposition on the part of certain
debtors to use funds and foreign exchange which should
be devoted to the payment of interest on their bonds for
the purchase on the market of these bonds, which are sell-
ing at very low prices because the debtor governments are
not paying service on those bonds. If the bonds have
service, according to their contracts, the debtor governments,
of course, are well within their rights in avaiiing them-
selves of the opportunity of purchasing the bonds on the
market even if they are selling substantially below par,
but to do so when the bonds are depreciated abnormally
on account of default in payment of the contract service
is a practice which the Council most strongly condemns”
and “against which it has repeatedly protested.”

Building and Loan Anna’s, 1935
Chicago: United States Building & Loan League. $5

This 1935 issue of an annual volume is mainly filled with
the reports presented at the Cincinnati convention of the
League, the formal record of proceedings, and a long list
of papers read at the various sessions. The papers, most
of them brief, cover every phase of building and loan
interests and activities and the problems with which, the
business is faced. Anything like a summary of the views
presented would be out of the question, for the papers alone
fill nearly 400 pages, but we note, in both the papers and
the resolutions of the convention, a markedly critical atti-
tude toward Federal housing and credit schemes and oppo-
sition to government competition with private business. On
this latter subject the convention registered its protest
against “the placing of government in competition with
private enterprise for the purpose of regulating the activi-
ties of or setting an example to business organizations
operated for mormal profits,” and urged “the abandonment
of all projects initiated for or resulting in this objective.”
On the question of housing the convention asked that all
government activities “be confined to the non-competitive
social field, and that this line be so clearly drawn that
there will be no uncertainty in the minds of the public and
those concerned with the construction, sale and financing
of homes.” The opinion was further expressed “that it is
in the public interest that such arrangements as the govern-
ment makes in dealing with the problem of the underprivi-
leged be so managed that the ownership and management
of all such units shall be turned back to private ownership
and business, singly and collectively, as expeditiously as
possible,” <

The volume also includes a useful summary of the build-
ipg and loan legislation of the year in all the States, and a
list of building and loan associations and their principal
officers throughout the country.

Indications of Business Activity

THE STATE OF TRADE—COMMERCIAL EPITOME
: I'viday Night, May 22, 1936.

The excellent pace of business activity was more than
sustained the past week, the business index of one of the
leading journals of the country showing a new high peak
of 92.1. This compares with a revised figure of 91.0 for
the previous week and 69.7 for the corresponding week of
last year. The factors responsible for this sustained ad-
vance were the continued gains in automotive jactivity, car
loadings, electric output and petroleum runs to stills. It is
predicted in automobile circles that retail sales of new cars
this month will run close to the April showing. The month’s
sales, therefore, will show a more substantial increase over
the 1935 level than that established in April, since new car
sales in May a year ago dropped about 7% below the pre-
ceding month. Production of electricity for the week
showed a substantial gain over the preceding week, and
was 1549, ahead of the corresponding week of last year.
Even the steel industry reversed its gradual seasonal reces-
sion of recent weeks, and showed a gain of 0.3 points over
the previous week, the current week’s operations being esti-
mated at 69.4%. During the corresponding week of last
year the rate was 42.8% of capacity. Makers of light steel

products, such as sheets, strips and tin plate, report that

orders for the month to date look like exceeding total orders
of April. Tin plate mills are reported to have now reached
100% of capacity, with some authorities predicting that
May production of tin plate will havesbeen the largest in
history. Yet with all these glowing reports on business

throughout the country, the securities market remains dor- -

mant, unresponsive. This current stagnation of security
trading is regarded by mot a few as reflecting the uncer-
tainty over the political, legislative and foreign situations.

Bonus money is expected soon to act as a substantial stimu-
lus_t_fo trade, and observers believe the upward trend will
continue well on into the summer. During the past week

- retail sales for the country as a whole were estimated at

8 to 129, above 1935 for the same period. Throughout the
Fast retail volume expanded from 10 to 20%. Indications
are that this summer will record a larger volume of retail
busmess.than for any previous summer in several years.
Qar loadings last week aggregated 681,447 cars, the highest
in 28 weeks. There was nothing outstanding as concerns
the weather the past week. Most sections reported the large
crops as progressing favorably, though in the Southeastern
States there was very little rainfall, and droughty con-

" ditions have -been intensified, especially from central Vir-

ginia. southward and southwestward to central Alabama.
Conditions are reported to be quite critical in much of this
area, with minor crops showing further deterioration, and
farm work mostly at a standstill in many places because of
hard, dry soil. On the whole, the weather of the week was
favorable for small grains in the principal producing areas.
Ip the western part of the cotton belt conditions were de-
cidedly favorable, but in the Eastern States, in the absence
of material rains, the drought was appreciably intensified.
Cool, fair weather has prevailed in the New York City area
the past few days. Today it was fair and warm here, with
temperatures ranging from 50 to 65 degrees. The forecast
was for clear and warmer tonight. Saturday partly cloudy
and warmer. Overnight at Boston it was 42 to 64 degrees;
Baltimore, 54 to 72: Pittsburgh, 48 to 72 Portland, Me.,
38 to 58; Chicago, 60 to 76; Cincinnati, 54 to 78; Cleveland,
50 to g4; Detroit, 50 to 64; Charleston, 66 to 74; Milwaukee,
52 to 60; Savannah, 66 to 80; Dallas, 68 to 86; Kansas City,
72 to 88; Springfield, Mo., 68 to 82; Oklahoma City, 68 to
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88; Salt Lake City, 34 to 62; Seattle, 52 to 62; Montreal,

36 to 64, and Winnipeg, 46 to 66.
L ——

Moody’s Daily Commodity Index Advances

The average p ice of basic commodities recovered moder-
ately this week. Moody’s Daily Index of Staple Commodity
Prices advanced from 163.6 last Friday to 165.1 this Friday.

Higher prices for hogs and hides were the principal changes
affecting the rise. 'There were also moderate advances in
cocoa, rubber, wheat and wool. The prices of silk, corn,
silver and cotton declined. Steel, copper, lead, coffee and
sugar remained unchanged. :

The movement of the Index during the week, with com-
parisons, is as follows:
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2 Weeks ago, May 8
Month ago. April 22__.
Year ago, May 22

1935

Nintooo©
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Slight Increase in “‘Annalist” Weekly Index of Whole-
sale Commodity Prices During Week of May 19—
Further Drop Noted in World Prices in April

Higher prices for livestock and beef and for wheat and
corn sent the “Annalist” weekly index of wholesale prices

0.4 point higher during the past week, the index rising

t0 120.0 on May 19 from 119.6 May 12. “Coffee, bananas,

lemons, rubber, cotton and wool also contributed to the
rise, although butter and eggs, potatoes, oats, hides and

.zine \gere lower,” the “Annalist’’ said, presenting as follows

its index:

THE “ANNALIST" WEEKLY INDEX OF WHOLESALE COMMODITY
© PRICES. (1913==100)

May 19, 1936 | May 12, 1936 | May 21, 1935
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16.99%, over the total for the like week of 1935, and an in-
crease of 69,116 cars, or 11.3%, over the total loadings for
the corresponding week of 1934. For the week ended May 9
loadings were 16.3% above those for the like week of 1935,
and 11.0% over those for the corresponding week of 1934.
Loadings for the week ended May 2 showed a gain of 18.09%
when compared with 1935 and a rise of 10.9% when com-
parison is made with the same week of 1934.

The first 18 major railroads to report for the week ended
May 16, 1936 loaded a total of 315,311 cars of revenue freight
on_their own lines, compared with 310,143 cars in the pre- .
ceding week and 270,056 cars in the seven days ended May 18,
1935. A comparative table follows:

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

Loaded on Own Lines |Rec'd from Connections
Weeks Ended— Weeks Ended—-

May16,:May 9, May18,\May16, May 9, May18,
1936 | 1936 ‘| 1935 | 1936 | 1936 |. 1935

19,271 4.947) 5,099
30,877 15,923
21,560 10,182
13,918 7,622

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

Chicago Burlington & Quincy RR.
Chicago Milw.St.Paul & Pac.Ry 7,291
Chicago & North Western Ry.. .. 9,757
Gulf Coast Lines_, 2,351 2 2,472| 1,484
International Great Northern RR. 2,037

2,918

Missouri Pacific RR 8,808
New York Central Lines 37,684
New York Chicago & St. Louis Ry 8,743
Norfolk & Western Ry 4,206
. Pennsgylvania RR_... 42,388
5,455
x8,430
5,437 5,263 4,762 7,709| - 8,366

315,311/310,1431270,056'190,5521193,9771160,293

17,703
25,266
18,440
12,194

4,710

Farm products
Food products. .

RN AE R

86.0

120.0
71.5

All commodities
b All commodities on old dollar basis. a71.2 75.1

* Preliminary. a Revised. b Based on exchange quotations for France, Switzer-
land and Hollad; Belgium included prior to March, 1935,

As to world prices during April the ‘“Annalist” had the
following to say:

The downward drift in world wholesale prices that has been under way

all9.6

since January continued during April. The *“Annalist’* international |

composite declining to 74.3% of the 1913 average (measured in terms of
gold), from 74.4 in March and February and 74.7 in January, The decline
reflected the weaker trend in the United States, Canada, and France,
prices in the United Kingdom and Japan, on the contrary, rising moderately.
The French decline represents a break in the advance in that country
that has been proceeding since last summer, and is apparently -in part
the result of the European political crisis and of the French elections and
impending change in government., Indices for recent weeks show a con-
tinuation of the decline in France, the United States and Canada, while
the United Kingdom and Germany report little change.

FOREIGN AND DOMESTIC WHOLESALE PRICE INDICES

11In currency of country; index on gold basis also shown for countries, when different;
(1913=100.0)

% Ch'ge
Jrom
Mar,,

1936

a Mar,,
1936

[O BT T T CE R R X T =)

Gold basis- . -

Composite in gold.b. ..o ... 74.2 74.4
* Preliminary. a Revised. b Includes also Belglum and Netherlands; Ge
many excluded beginning July, 1934; Italy beginning November, 1935,
—_—————

50.0 49.5

Llgtil il Ll

Number of Freight Cars Available for Service Decline

Class I railroads on April 30 had 179,464 surplus freight
cars in good repair and immediately available for service,
the Association of American Railroads announced on
May 20. This was a decrease of 22,694 cars compared with
the number of such cars on April 14, at which time there
were 202,158 surplus freight cars.

Surplus coal cars on April 30 totaled 41,802, a decrease
of 20,518 cars below the previous period, while surplus box
cars totaled 97,344, a decrease of 1,621 cars compared with
April 14, :

Reports also showed 25,683 surplus stock cars, a decrease
of 1,147 cars compared with April 14, while surplus refriger-
ator cars totaled 7,006, an increase of 1,002 for the same
period, :

. gt
‘Revenue Freight Car Loadings Gain 12,612 Cars in
: Week

Loadings of revenue freight for the week ended May 16,

1936, totaled 681,447 cars. This is'a gain of 12,512 cars, or

1.9% over the preceding week, a gain of 98,497 cars, or

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

d between S. P Co.-Pacific Lines and Texas & New

TOTAL LOADINGS AND RECEIPTS FROM CONNECTIONS
(Number of Cars)

Weeks Ended—

May 9, 1936 | May 18, 1935
23,625 19,419
29,444 25,054.
12,788 11,361

65,857 55,834

May 16, 1936

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

Totaleeecmeennan-. csanssacanammns

The Association of American Railroads, in reviewing the
week ended May 9, 1936, reported as follows:

Loading of revenue freight for the week ended May 9 totaled 668,935
cars. This was an increase of 93,915 cars, or 16.8%, above the corre-
sponding week in 1935 and 66,187 cars, or 11.0%, above the corresponding
week in 1934, :

Loading of revenue freight for the week of May 9 was a decrease of
2,219 cars, or 8/10 of 1% below the preceding week.

Miscellaneous freight loading totaled 280,321 cars, a decrease of 3,371
cars below the preceding week, but an increase of 56,091 cars above the
corresponding week in 1935, and 40,208 cars above the corresponding
week in 1934. ;

Loading of merchandise less than carload lot freight totaled 162,769
carg, an increase of 169 cars above the preceding week and 3,024 cars
above the corresponding week in 1935, but a decrease of 2,317 cars
below the same week in 1934,

Coal loading amounted to 110,618 cars, a decrease of 8,949 cars below
the preceding week, but an increase of 15,051 cars above the corresponding
week in 1935, and 7,061 cars above the same week in 1934.

Grain and grain products loading totaled 81,173 cars, a decrease of
1,493 cars below the preceding week, but an increase of 5,258 cars above
the corresponding week in 1935, and 2,709 cars above the same week
in 1934. In the Western districts alone, grain and grain products load-
ing for the week ended May 9 totaled 18,813 cars, a decrease of 1,372 ecars
below the preceding week this year, but an increase of 2,347 cars above
the same week in 1935,

Live stock loading amounted to 13,142 cars, a decrease of 2,039 cars
‘below the preceding week, 660 cars below the same week in 19356, and
2,678 cars below the same week in 1934. In the Western districts alone,
loading of live stock for the week ended May 9 totaled 10,535 care, a
decrease of 1,841 cars below the preceding week this year and a decrease
of 379 cars below the same week in 1935.

Forest products loading totaled 81,867 cars, a decrease of 297 cars
below the preceding week, but an increase of 7,434 cars above the same
week in 1935 and 6,881 cars above the same week in 1034.

Ore loading amounted to 81,199 cars, an increase of 18,570 cars above
the preceding week, 5,583 cars above the corresponding week in 1935,
and 183,017 cars above the corresponding week in 1934,

Coke loading amounted to 7,846 cars, an increase of 191 cars above
the preceding week, 2,134 cars above the same week in 1935, and 1,158
caré above the same week in 1934, 2

All districts reported increases in the number of cars loaded with
revenue freight, compared with the corresponding weecks in 1935 and 1934,

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

1936
2,353,111

1935
2,169,146

1934

2,183,081
2,920,192
2,461,805
2,340,460
605,246
602,798

11,113,672

In the following table we undertake to show also the load-
ings for separate roads and systems for the week ended
May 9, 1936. During this period a total of 115 roads

Four weeks in April
Week of May 2_...

11,792,146 | 10,950,066 . |°
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showed increases when compared with the same week last
year. The most importunt of these roads which showed
increases were the New York Central Lines, the Baltimore &
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Ohio RR., the Pennsylvania System, the Southern System,
the Chesapeake & Ohio RR., the Atchison Topeka &
Santa Fe System, and. the Illinois Central System:

REVENUE FREIGHT LOADED AND RECEIVED FROM CONNECTIONS (NUMBER OF CARS)—WEEK ENDED MAY 9

Total Revenue
Freight Loaded

. 1934

Total Loads Received
from Connections

1936 1935

Ratiroad-

1936

Total Loads Received
Jrom Connections

1936 1935

Total Revenue
Freight Loaded

1935

Ratlroads

1936 1934

Eastern District—
566 1,173
1,908 383
Boston & Maine 7,750 10,623
Chicago Indianapolis & Loulsv.| 1,080
Central Indiana, " 19
Central Vermont ... 1,026
Delaware & Hudson.--.....- 5,611
Delaware Lackawanna & West. 8,860
Detroit & Mackinac. 25! 301
Detroit Toledo & Ironton, 2,362
Detroit & Toledo Shore Line... 13 %(2)

3,859
173

Lehigh Valley
lvgnlne CeLm‘m;

Montour

b New York Central Lines_...
N.Y.N.H rt!

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

Pere Marquette

Pittsburgh & Shawmut
Pittsburgh Shawmut & North..
Pittsburgh & West Vlrzln.la_--.
Rutland....

Wabash......

Wheeling & Lake E 3,207

147,930

134,058 | 141,268

Allegheny District— ‘
Akron Canton & Youngstown.. 639 463 498
Baltimore & Ohio 24,326 28,220
3,098

239
Cambria & Indiana.

Central RR. of New Jersey-
Cornwall

Cumberland & Pennsylvania...
Ligonier Valley

Long Island

Penn-Reading Seashore Lines..
Pennsylvania System

Reading Co 12, ’940
‘Union (Pittsburgh) 12, 671 8,940
West Virginia Northern. 36 75
Western Maryland...-ee--a-- 3, 010 3,342

134,244 122,050

768
6,096
57

109,914

Pocahontas District—
Chesapeake & Ohio 21,560 17,440
Norfolk & Western 15,677
Norfolk & Portsmouth Belt Line 1,259
Virginian. 3,212

37,588

20,413
18,592
1,284
2,959

43,241

4,277
1,069
878

16,837

Southern District—
Group A—

Clinchfield

Charleston & Western

Durham & Southern.
Gainesville 'Midland

Norfolk Southern

Piedmont & Northern
Richmond Fred. & Potomac...
Seaboard Air Line. X
Southern System

Winston-Salem Southbound. ..

17, 407

36,835 32,466

Group B— :
Alabama Tennessee & Northern 130
Atlanta Birmingham & Coast.. 681
Atl. & W. P.—W. RR.of Ala__ 1,271
Central of Georgia 2.686
Columbus & Greenville. 32 180 18 269

- Florida East Coast 893

752 701
322
1,312
16,413
16,262
129

Group B (Concluded)—
it ) ‘1,437
392
Gulf Mobile & Northern.
Illinois Central System..
Louisville & Nashville
Macon Dublin & Savannah. :
Mississippi Central 148
1,823
2,768
359 63 524

46,354 | 29,739 | 23,001
84,687 | 62,205 | 48,765

Nashville Chattanooga & St L.
Tennessee Central.

Grand total Southern District|

Northwestern District—
Belt Ry. of Chicago
Chicago & North Western
Chicago Great Western 2,316
Chicago Milw. £t. P. & Pacific. 16,638 | . 7,694
Chicago St. P. Minn. & Omaha 3,643 3,034 3,290 | 3,464
Duluth Missabe & Northern... 6,104 216
Duluth South Shore & Atlantic.. 439
Elgin Joliet & Eastern 5,706
Ft. Dodge Des Moines & South. 400 306 269
Great Northern 10,902
Green Bay & Western..... 511
Lake Superior & Ishpeming . 1,607
Minneapolis & St. IéomMs

956
15,291

1,690
10,145
2,961

36,888

Central Western District—
A'tch. Top. & Santa Fe System.

Bingham & Garfield

Chicago Burlington & Quincy..
Chicago & Illinois Midland.-...
Chicago Rock Island & Paeific.
Chicago & Eastern Illinois
Colorado & Southern

Denver & Rio Grande Western.
Denver & Salt Lake

Fort Werth & Denver City....
Illinois Terminal

4,752
1,756
3

6,518
538
6,483

1,712
1,086

Included
345
11,811
170
1,424
94,315

40,826

Southwestern District—
Alton & Southern 221
Burlington-Rock Island.
Fort Smith & Western. . 153
Gulf Coast Lines 1,302
International-Great Norther!
Kansas Oklahoma & Gulf.
Kansas City Southern
Louisiana & Arkansas
Louisiana Arkansas & Texas....
Litchfield & Madison....... ae
Midland Valley -
Missouri & Arkansas
Missouri-Kansas-Texas Lines..
Missouri Pacific

3,588
270

Texas & Pacitic

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

52,898 44,694

Note—Figures for 1934 revised. " Previous ﬂgures. a Not available. b Includes figures for the Boston & Albany RR., the C. C. C. & St. Louis RR., and the Michigan

Central RR.

Wholesale Commodity Prices Showed Downward Trend
During Week of May 16, According to United
States Department of Labor

A general downward tendency marked wholesale com-
modity prices during the week ending May 16, according to
an announcement made May 21 by Commissioner Lubin
of the Bureau of Labor Statisties, U. S. Department of
Labor. The composite index for the week stood at 78.1%
of the 1926 average, a decrease of 0.6% in comparison with
the preceding week. Mr. Lubin stated:

The current decline represents the third consecutive weekly decrease of
0.6%, an accumulated loss of nearly 2% since the last week in April.
This week’s index is 2% below the corresponding week of last month and
2.4% below the corresponding week of last year.

Eight of the 10 major commodity groups—farm products, foods, hides
and leather products, textile products, fuel and lighting materials, metals
and metal products, building materials, and chemicals and drugs—declined
during the week. Miscellaneous commodities advanced, and house-
furnishing goods remained unchanged.

The raw materials group declined 1.2%; finished products 0.5%; and
semi-manufactured articles, 0.1%. The large group of all commodities
other than farm products (non-agricultural commodities) averaged 0.3%
lower and “all commodities other than farm products and processed foods™
dropped 0.1%. These groups are all below their respective levels of a
month ago. The decreases range from 0.4% for semi-manufactured
articles to 2.89% for raw materials.

The following was also made available by Mr. Lubin:

The largest decrease during the week—2.4%—was registered by the
farm products group. The sub-group of livestock and poultry declined
6.1% during the week, although prices of calves and live poultry were
higher. A sharp decline in wheat caused the sub-group of grains to fall
4.5%. Higher prices were reported for barley, corn, oats, and rye.
Additional farm product items which increased in price during the week
were cotton, eggs, lemons, oranges, hops, dried beans, onions, and sweet
potatoes. - Lower prices were reported for fresh milk at Chicago, alfalfa
hay, seeds, and white potatoes. The present farm products index—
74.4—is 3.9% below a month ago and 8% below a year ago.

‘Wholesale food prices declined 0.8% during the week ending May 16.
Meats dropped 3%; cereal products, 1.2%; and dairy products, 0.9%.
Fruits and vegetables rose 5.9%. Lower prices were reported for butter,
cheese in the New York market, wheat flour, dried fruits, fresh beef, mutton
fresh and cured pork, lard, edible tallow, most vegetable oils, and vinegar.
Higher prices were shown for rye flour, corn meal, rice, bananas, canned
Deaches, veal, dressed poultry, cocoa beans, coffee, and cottonseed oil.
The current food index—77.4—is 4.6% below the corresponding week. of
April and 7.6% below the corresponding week of May, 1935.

Continued seasonal declines in prices of coal brought the index for the
fuel and lighting materials group down to 76.9, a decrease of 0.4%.
Average prices of coke and petroleum products remained firm.

The metals and metal products group decreased 0.3% due to weakening
prices for scrap steel, quicksilver, and brass wire. Prices of Bessemer
pig iron and pig tin averaged higher. Agricultural implements and
plumbing and heating fixtures remained unchanged at the levels of the
previous week.

Falling prices of fats and oils caused the chemicals and drugs group to
decline 0.3%. Wholesale prices of drugs and pharmaceuticals, fertilizer
materials, and mixed fertilizers were steady.
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The index for the hides and leather products group fell fractionally
because of pronounced decreases in prices of steer hides and calf skins.
Cow hides, on the other hand, advanced sharply. Shoes and leather
remained unchanged.

Textile products declined 0.1% during the week to 69.5% of the 1926
average. The decrease was due to falling prices of cotton goods, silk and
rayon, woolen and worsted goods, and raw jute. Prices of burlap and
sisal were higher. The clothing and knit goods sub-groups remained
unchanged. .

Declining prices of lumber and paint materials caused the index for the
building materials group to register a minor decrease. Prices of lath and
rosin averaged higher. Brick and tile, cement, and structural steel were
steady.

Crude rubber prices decreased sharply. - ‘Wholesale prices of automobile
tires and tubes, on the other hand, increased. Cattle feed rose fractionally
despite a sharp decrease in bran. Increases were reported in prices of
cylinder oil. Paraffin wax decreased. Paper and pulp was unchanged
-at the level of the preceding week.

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 5 weeks and for May 18, 1935, May 19, 1934, and
May 20, 1933:
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(1926=100)

April
Commodity Groups 25

Textile products
'Fuel and lighting materials

Metals and metal products

Building materials

Chemicals and drugs-.

Housefurnishing goods ..

Miscellaneous-

All commodities other than
farm products

All commodities other than
farm products and foods

Raw materials

Semi-manufact'd articles—

Finished products

* Not computed.
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Wholesale Commodity Price Average During Week
Ended May 16 Dropped to Lowest Point Since
First Week of 1935, According to Natlonal Fer-
tilizer Association

The general level of wholesale commodity prices declined

0.9% in the week ended May 16, dropping to the lowest

point reached since the first week of 1935. This sharp drop

in the index last week was due to lower prices for farm prod-
uets and foods, as the index representing the prices of all
commodities other than these two groups remained un-

changed. The index, May 16, stood at 75.19%, of the 1926-

1928 average, compared with 75.8 %, in the preceding week. A

month ago the index was 76.8%, and a year ago 77.8%. The

highest point the eurrent year was 78.59% in the week ended

Jan. 4. The announcement by the Association, under date

of May 18, continued:

Since the first week of the year the all-commodity index has registered
a 4.3% decline, the farm products index has fallen off 9.6% and the foods
index has declined 8.1%.

In contrast to these declines the index for all commodities other than
farm products and foods has risen 0.7%. Prices of industrial commodities

* have not yet been affected by the recent weakness shown by prices of farm
products and foods.

‘With the exception of a small decline in the index of textiles prices and a
slight rise in the fertilizers price index, the foods and farm products indexes
were the only groups to show any change last week. In both of these groups
the declines were relatively large. The third consecutive sharp weekly
recession in the farm products price index reflected lower quotations for
most grains and livestock; the only farm products to register increases dur-
ing the week were cotton, rye, and live poultry. Food prices were génerally
lower last week with 17 commodities included in this group declining in
price while 17 advanced. Lower prices for cotton goods as well as wool,
woolen yarns, and silk, which more than offset the effect of a slight advance
in the price of raw cotton, took the textiles index to the lowest point reached
since last September.

Forty price series included in the index declined during the week while
21 advanced; in the preceding week there were 40 declines and 14 advances;
in the second preceding week there were 29 declines and 18 advances.

WEEKLY WHOLESALE COMMODITY PRICE INDEX
Compiled by the National Fertilizer Association. 1926-28=100

Per Cent Preced'g | Month
Each Group Week
Bears to the May 9,

Total Inder 1936
28.6

Fats and olls. . .
Cottonseed oil
Farm products..
Cotton. .

[ 0
»
@

SoommaNSS
Wttt oI W

Textiles

Metals_ _.

Building materials.
Chemicals and drug:
Fertilizer materials
Fertilizers.a ...
Farm machinery .

100.0
a Revised.

'All groups combined

—_——
Weekly Electric Production 15.4%, Above a Year Ago

The Edison Electric Institute in its weekly statement dis-
closed that the production of electricity by the electric light

hilp://fraser.stlouisfed.org/
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and power industry of the United States for the week ended
May 16, 1936, totaled 1,961,694,000 kwh. Total output
for the latest week indicated a gain of 15.49, over the corre-
ipolxlldmg week of 1935, when output totaled 1,700,022,000

W

Electric output during the week ended May 9 totaled
1,947,771,000 kwh. This was a gain of 14.59%, over the
1,701, 702 :000 kwh. produced during the week ended May 11
1935 The Institute’s statement follows:

| PERCENTAGE INCREASE OVER PREVIOUS YEAR

Week Ended
Apr. 25,1936

Week Ended
May 2, 1936

Week Ended
May 9,1936

)

Week Ended

Major Geographic
Regions May 16, 1936

New England
Middle Atlantic

Southern States-
Rocky Mountain
Pacitic Coast.

" Total United States.

DATA FOR RECENT WEEKS

Weekly Data for Previous Years
in Millions of Kilowati-Hours

1932 | 1931

(In Thousands of
Kilowatt-Heurs)

1936 1935
1,893,311(1,724,131

1,900,803
1,862,387

P.C.
Ch'ge

1934
1,647

00
bbbt
AR WOTINNNOEOD
P e S

Pk bk ok ok ok ok

1, 1961,694

1.696.051
RECENT MONTHS (THOUSANDS

1,494! 1,425! 1,602

OF KWH.)

May 23_.__

DATA FOR

Month
1933

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

1932

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

1931

7,435,782
6,678,915
7,370,687
7,184,514
7,180,210
7,070,729
7,288,576
7, 166 086
7,099,421
7, 331 1380
6,071,644
8,521,201 7 538,337 7,009,164 6,638,424| 7.288.025

93,420,266 85,564,124'80,009,501'77,442,112/86,063,969

Note—The monthly figures shown above are based on reports covering approxi-
mately 92% of the electric light and power industry and the weekly figures are

based on about 70%.
———

1934
7,131,158

1936

8,664,110
8,025,386
8,375,493

1935
7,762,513

“March Sales of Electricityto Ultimate Consumers Reach
6,913,036,000 Kwh.—Total Revenues Up 6.37,

The following statisties covering 1009, of the electric light

-~ and power industry were released on May 19 by the Edison

Electric Institute:

SOURCE AND DISPOSAL OF ENERGY AND SALES
TO ULTIMATE CONSUMERS

Month of March

1936 1935

Kilowatt-hours Generated (Net)x:
Byfuel .. .. cccenancncncasanases P
By water power.

4,843,259,000
3,447,088,000

8,290,347,000

174,203,000
82,273,000

256,476,000

52,792,000
118,538,000,

171,330,000
8,375,493,000
1,462,458,000
6,913,035,000

1,253,769,000
1,255,899,000
3,648,576,000

4,129,438,000
3,290,144,000

7,419,582,000

182,625,000
69,889,000

252,514,000

52,729,000
118,801,000

171,530,000
7,500,566,000
1,419,366,000
6,081,200,000

1,125,198,000
1,120,059,000
3,133,781,000
200,845,000
384,253,000
66,840,000
50,224,000

6,081,200,000
$155,884,400

Total kilowatt-hours generated
Additions to Supply—
Energy purchased from other sources
Net international imports

Deductions from Supply—
Energy used in electric railway departments
Energy used in electric and other depts.

+

Lib

+
-

Total energy for distribution...

Energy lost in transmission, distributi

Kilowatt-hours sold to ultimate consumers...
Sales to Ultimate Consumers (Kwh.)—

Domestic service

Commercial—Small light and power (retail)_
Large light and power (wholesale)

Municipal street lighting 209,448,000

Railroads—Street and interurban - 393,720,000
Electrified steam . 83,098,000

Municipal and miscellaneous 68,525,000

Total sales to ultimate consumers 6,913,035,000
Total revenue from ultimate consumers....! $165,650,200

Twelve Months Ended March 31

Nl hwtnwniee SoNe b

S s s e

1936 1935

Kilowatt-hours Generated (Net)x:—
58,591,407,000|53,258,015,000
36,521,840,000/32,699,846,000

95,113,247,000/85,957,861,000
3,005,254,000( 2,969,347,000
1,944,320,000

By water power

Total kilowatt-hours generated

Purchased energy (net)

Energy used in electric railway & other depts.
Total energy for distribution 96,174,181,000
Energy lost in transmission, distribution, &e.|16,172,828,000
Kilowatt-hours sold to ultimate consumers. . |80,001,353,000 %
Total revenue from ultimate consumers $1,948,631,700|31,: 858 818, 1800

Important Factors—

Per cent ot energy generated by water power 38.4% 38.0%
Ser
688 639

vice (.
A consumption per customer (kwh.)

Verage o 4.93c. 5.250.
$2.83 $2.80

TS S i T X
PEeSemS [ HS
VONTIWNN | 9O

Average revenue per kwh. {cents)
Average monthly bill per domestic customer
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1936

-| 23,990,800
9,007,900
497,400

33,496,100

(582,468)
(217,784)| (211,027)
21,115,849| 20,535,169
3,740,755| 38,735,035
87,689 497,616
65,232 71,265

Total ultimate consumers 25,409,525 24,838,985
x As reported to the U. 8. Geological Survey, with deductions for certain plants
not considered electric light and power enterprises.
———

April Sales of Life Insurance in United States Reported
Below Year Ago—Canadian Sales Increased

Sales of ordinary life insurance in the United States for
April of this year were less than those for the same month
in 1935, according to the monthly report of the Life Insurance
Sales Research Bureau, of Hartford, Conn. In an an-
nouncement issued by the Bureau on May 19 it was stated:

The figures on which this report was based came from companies having
in force more than 90% of the ordinary life insurance in the country.
Group sales were not included.

The bureau report shows the record for each individual State and
indicates that only 18 of them reported better sales records for last month
than for the same period a year ago. The general trend was that the
comparative record was better in Western and Southern sections of the

nited States than in the East and North.

Sales for the first four months of 1936 were 13% below those for the four
months at the beginning of 1935 while for the year ending April 30, 1936,
sales showed a decline of 7% from the year ending April 30, 1935, the
bureau reports.

The Bureau also issued the following summary regarding
sales of life insurance during April in Canada:

Sales of new paid-for ordinary life insurance exclusive of group insuranc
in the Dominion of Canada during April were 4% ahead of sales for the same
month a year ago. The province of Saskatchewan, where production
increased 189, over last April, experienced the largest increase. Gains were
also recorded in New Brunswick, Manitoba, the colony of Newfoundland,
Ontario, Alberta and Quebec. .

The sales volume in Canada for the first: four months of the year was
39, greater than for the same period of 1935. Comparing the experience of
the last 12 months with the preceding 12 months, a decrease of 1% is
recorded.

1935
23,769,800
8,952,500
500,500
33,222,800

(534,907)

Generating ity (kw.)—Steam
‘Waterpower. ...
Internal combustion..

Total generating capacity in kilowattS.cececmcacnann
Number of Customers—
Farms in Eastern area (Included with domestic)
Farms in Western area (included with commercial, large)..
Domestic service.
Commercial—Small light and power.....
Large light and power
Other ultimate consumers

——————

Building Operations in United States During March—
Activity During Month Greatest Since August,
1931, According to Secretary of Labor Perkins

Building construction activity, as evidenced by the build-
ing permits issued in March, was greater than for any month
since August, 1931, Secretary of Labor Frances Perkins an-
nounced April 25. “Compared with February, the value of
new residential buildings increased 19%, new non-residential
buildings advanced 92%, and a gain of 82% was shown in
the value of permits issued for additions, alterations and
repairs,” she said, adding:

The total value of all classes of building permits issued in March was
479, greater than in the previous month. The increase was shared by
virtually all parts of the country.

Each of the first three months of 1936 has shown substantial increases
over the correspondinig month of the previous year. The March increase in
the total value of permits issued was 63% as compared with 12 months
ago. New residential building shows an increase of nearly 90% over the
year and new non-residential building.shows a gain of more than 70%.
Over the quarter the gain in non-residential buildings amounted to nearly
1509%. Total construction shows a gain of more than 859%, comparing the
first quarter of 1936 with the corresponding period of the previous year.

In noting the foregoing, an announcement issued by the
United States Department of Labor also had the following
to say: k-

The figures below are based on reports received by the Bureau of Labor
Statistics from 1,448 identical cities having a population of 2,500 or over.
The per cent. of change from February to March for each of the different
types of construction is indicated in the tabulation below:

Change from Feb. to March, 1936
Type of Building

Number

+64.6
*+137.3
+89.4

+90.5

The percentage of change in comparison with the same month of last
year is shown in the following tabulation for 751 cities having a population
of 10,000 or over:

Est. Cost

Change from March, 1935, to
March, 1936

Type of Bullding

Number Est. Cost

New residential. ...
New non-residential i
Additions, alterations, and repai

The information collected by the Bureau of Labor Statistics includes, in
addition to private construction, the number and value of buildings for

which contracts were awarded by Federal and State governments in the

cities included in the report. For March, 1936, the value of public build-
ings amounted to $4,464,000; for February, 1936, to $20,420,000, and for
March, 1985, to $5,313,000.

Chronicle May 23, 1936
Permits were issued during March for the following important building
projects: In New York City, in the Borough of the Branx for apartment
houses to cost $880,000, in Brooklyn for apartment houses to cost over
$1,000,000, in the Borough of Manhattan for a hospital to cost $1,200,000;
in West Homestead, Pa., for a steel mill to cost $15,000,000; in Chicago,
111, for school buildings to cost $660,000; in Hammond, Ind., for a school
building to cost $524,000; in Detroit, Mich., for factory buildings to cost
$250,000; in Wilmington, Del., for office buildings to cost $1,250,000;
in Washington, D. C., for apartment houses to cost nearly, $600,000; in
Itlanta, Ga., for store and mercantile buildings to cost over $500,000; in
Houston, Texas, for institutional buildings to cost over $1,800,000; in
Pendleton, Ore., for a school building to cost $237,000; in Olympia, Wash.,
for an office building to cost $800,000, and in Seattle, Wash., for a school
building to cost $980,000. Contracts were awarded by the Veterans’ Ad-
ministration for an infirmary building in Coatesville, Pa., to cost nearly
$550,000. The Public Works Administration awarded: an additional con-
tract for the housing project in Higlitstown, N. J., to cost over $1,000,000.

ESTIMATED COST OF BUILDING!CONSTRUCTION, TOGETHER WITH
THE NUMBER OF FAMILIES PROVIDED FOR IN NEW DWELLINGS,
IN 1,448 IDENTICAL CITIES IN NINE REGIONS OF THE UNITED
STATES, AS SHOWN BY PERMITS ISSUED, FEB. AND MARCH, 1936

New Residential Buildings

Estimated Famdilies Provided for in
Cost New Dwellings

March, 1936| Feb., 1936 |March, 1936| Feb., 1936

$2,082,585 $562,050 341
Middle Atlantic 13,209,447 12,511,290/ . 3,161
East North Central.. 11,361,286 1,450
West North Central. 563,587 g
1,644
280

Geographic Division

New England

South Atlantic 5,366,189
East South Central.. 464,829
West South Central.

Pacific

‘Total
Percentage change. ..

1,139
358
2,433
11,509
+43.4

8,632,050
S46,346.956| $38,943,964
+19.0

Total Construction
(Including Alterattons
and Repairs),
Estimated Cost

(March, 1936; Feb., 1936

$8,090,527| $3,248,975
43,478,325| 23,214,736
21,194,962
6,431,352
13,574,033
3,116,802

New Non-Restdential
Butldings,
Estimated

Cost

\March, 1936| Feb., 1936
$3,794,551 $929,149

Geographic Diviston

New England

Middle Atlantic.

East North Central..
West North Central.
South Atlantic......
East South Central. .
West South Central
Mountain.

Pacifio..

Total
Percentage change. ..

0! 2,767,143
5,801,115| 19,109,737

$29,909,028/$126,814,602
+-47.1

7,392,636
$57,492,625
+92.2

$86,208,359

—_—————

Bank of Montreal Reports Canadian Industrial Ac-
- tivity Moderately Higher
The weekly and monthly records of Canadian industrial
activity and domestic and external trade continue in general
to be moderately better than those of the same period a
year ago, according to the May 22 “Business Summary” of
the Bank of Montreal, which says: *

The spring has been backward and seasonal business activities have been
in keeping. As to the business community in general, it was, till the end
of April, marking time about its commitments until the budget revealed
what it had to face in the way of taxation and tariff changes, and it has
since been preoccupied in appraising the effects of 'budget policies and
planning the readjustments which are entailed by them. In the meantime,
the weekly and monthly records of industrial activity and domesti¢c and
external trade continue in general to be moderately better than those of
the same period a year ago. Seeding has progressed rapidly throughout
the western provinces and moisture conditions are favorable. Based upon
announced intentions of farmers at the first of May the area sown to grains
will be extended by nearly a million acres, including 800,000 acres of ad-
ditional land sown-to spring wheat.

Continued substantial expansion appears in the official returns of external
trade. In April domestic exports rose from $47,313,862 to $57,422,847 and
imports from $36,636,702 to $42,320,032, the comparison being with April
of last year. Export wheat clearances in April as reported by the Board
of Grain Commissioners amounted to 14,809,787 bushels, being higher than
in any corresponding month in the past three seasons.

—_—

Employment and Payrolls in Pennsylvania Factories
Increased from Mid-March to Mid-April—Decrease
Noted in Employment in Factories in Delaware

The number of workers on the rolls of Pennsylvania fac-
tories increased over 19 from the middle of March to the
middle of April, and the amount of wage disbursements
was over 6% higher, according to indexes compiled by the
Federal Reserve Bank of Philadelphia from reports received
from 2,222 establishments employing 459,000 wage earners
whose weekly payroll was about $10,231,000. The Bank,
under date of May 18, also stated: .

These figures reflect partly unusual activity incident to the rehabilita-
tion of flooded plants, A few of the reporting companies still are unable
to operate because of the serious damage suffered in March, but in most
plants affected by the flood either additional unskilled help was taken
on or the regular force did some overtime work to restore the plant to an
operating condition. That the flood is responsible for at least some of
the increases shown in April is confirmed by the fact that some of those
cities which suffered the most damage reported lly large ir s
especially in the areas including Johnstown, Pittsburgh and Williamsport.
Philadelphia, on the other hand, chiefly because of less activity in textile
plants, showed practically no change in employment but a drop of almost
4% in wage payments. Another factor to be noted in April was the
widespread observance of the Easter holidays, especially among the textile
industries. Usually employment and payrolls fall off about 1% from
March to April. 1

The index of employment in April was 79% of the 1928-25 average,
4% above last year; the payroll index was 74% of the three-year average,

gitized for FRASER
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or nearly 17% higher than last April. Durable goods industries, such as ~ TOTAL VALUES OF EXPORTS, INCLUDING REEXPORTS, AND IM-
those engaged in the manufacture of iron and steel and their products, PORTS OF MERCHANDISE BY GRAND DIVISIONS AND PRINCIPAL
. 438 COUNTRIES
transportation equipment, and building materials, contributed largely to
the general advance, while such consumer goods industries as textiles, .
foods and shoes and leather products declined. _ Month of March 3 Months Ended March
Estimates place the number of wage earners in all Pennsylvania factories 1935 1936 1935 - 1936
m April at approximately 853,000, with a weekly payroll amounting to
about $18,844,000. Average earnings of 58.7c. an hour have remained e 431 P e 932000221 531 i 258,7375 -~
practically the same during the past two years. Average weekly earnings N o= 6,136, 27.945.000| 72,920,000 ~80.972.000
rose from $21.25 in March to $22.28 in April, and were nearly 12% i 19,593,000| 48,735,000\ 52,560,000
Whius ity Apll, ! 35.590,000| 08,601,000 95.959.000
The number of employee-hours worked in 90% of the plants increased 5.762.000| 17,313,000 19’_094:000
8% from March and was 239% above last year. As in the case of pay- 8,119,000, 10,553,000 20,645,000| 26,559,000
rolls, some of these increases are traceable to flood repair work. 185,026,000| 194,792,000|524,256,000 575,297,000

poﬁtsedtzo conditions in Dellaware factories, the Bank rg ecting 4,633’000 T Ty s e
According to reports from 81 establishments in Delaware, employing  Belgium
over 10,000 workers earning a weekly pay of $225,000, the volume of
employment declined slightly in the month, but wage payments were 1% 1,030,000
greater and hours worked 2% higher. Compared with a year ago,; employ-  Canad 71,718,000
ment, payrolls and employee hours were higher by 5, 13 and 11%, re- 120 93 3%(2}88(0)
spectively. 13,196,000
CoaE 2,381,000 5,993,000
Valuation of Construction Contracts Awarded in April = giot--:------ 240°0 14,069,000
With but one exception (December, 1935) construction Denmark.. Repubiic
contracts let during April were higher than for any other  Ecuador
month since October, 1931, according to figures from F. W.
Dodge Corp. April awards amounted to $234,806,300 in the
37 States east of the Rocky Mountains as contrasted with
$198,978,300 for March and only $124,020,000 for April, 1935.
All major branches of construction shared in the general
gains, with non-residential building and heavy engineering
projects showing the best relative improvement over a
year ago.
Residential building awards during April amounted to $67,151,000 as
against $55,220,600 for March and $42,202,800 for April, 1935. For non-
residential building, the April contract total amounted to $94,242,800 as
contrasted with $81,460,300 for March and with $41,328,100 for April of
last year, April awards for heavy engineering projects amounted to $783,-
412,500 as compared with $62,297,400 for March and with $40,489,100 for
April, 1935. .
Improving conditions in the construction industry as compared with a
year earlier were noted by the Dodge organization in each major geographic
district “without exception. The most pronounced April gains over last
year occurred in New England; the Pittsburgh area (Western Pennsylvania,
Ohio, West Virginia and Kentucky) ; the Southeast (the Carolinas, Georgia,
Florida, Alabama and Eastern Tennessee); the St. Louis territory (East
Missouri, South Illinois, Arkansas, Western Tennessee); the Kansas City  Turkey (Asia & Europe) 862,000
district - (West Missouri, Oklahoma, Kansas, Nebraska), and Texas. In  Union of South Africa 11,533,000

each of these territories the April construction totals were substantially U'm,sd _EQMI)L' (Russia, - Earope 3,091,000

83

T 1,804,000 11,183,000
more than twice as Jarge as their respective figures for April, 1935. o 29.%33,033 93,200,000( 102,286,000
1

Outstanding April gains over a year ago in residential building alone Tugua; ) 00,000/ 1,384,000f - 1,857,000
occurred in New England, the Pittsburgh area, Southern Michigan, the Yeoosueln.-2 SR 2s 000, oSO 158,000
New Orleans area (Louisiana and Mississippi), and Texas.
For the first four months of 1936 construction contracts.for all clases VALUE OF GENERAL IMPORTS OF MERCHANDISE INTO THE UNITED
in the 37 Eastern States totaled $780,627,600, making a gain of 85% over S ATE BY GRATNDRVIRIONS AT FRINCIPAL, COUNTEON
the total of $421,781,500 for the corresponding four months of 1935.

CONSTRUCTION CONTRACTS AWARDED—37 STATES EAST OF THE I omr—
ROCKY MOUNTAINS m?wu”

Month of March 3 Months Ended March
1935 1936 1935 1936

: $ s s s
No. of New Floor . .
e 47:649,000| 55,789,000(134;549,000| 164,355,000
Projects | Space (S¢. Ft) |  Valuation 20,577,000| 26.675.000| 57,755,000 73,128,000
Month of Aprii— ; 21/487,000) 24.828.000| 52.958,000| 69.521.000
T e Hudi el RS R
Donr " 8,702 | 17342900 94,242,800 i 2,501,000| 5.209,000| 5,452,000 10’394,
Public works and utilities 1,313 411,600 73,412,500 L ¥ e el

6,088,000| 5,504,000 13,676,000 14:624:000
Total construction 13,338 37,490,200 $234,806,300

177,356,000(198,686,000(496,679,000| 578,942,000

1935—Residential bulilding. . . ... SIS 11,887,000 $42,202,800
Non-residential building. . 7,748,000 ° 41,328,100 v g R L
Public works and utilities 282,300 40,489,100

Total construction 19,917,300 $124,020,000 14,995,000

. 38,550,000
First Four Months— # 1885,
1936—Residential building 54,761,000 | $190,986,600 Canad e
Non-residential butlding. - 59,871,900 328,793,800 7,150,000
Public works and utilities 4,7 2,075,400 260,847,200 14,703,000

Total construction........ 116,708,300 $780,627,600 Hebe i é§'8§é'888

1036—Residential bullding._ 30.793.100 | 5113.439.200 -
on-residential ng._ . 5,321, 149,375,900 N
Publlo works and utilities 563400 | 158,966,400 Dominican Republie

‘Total construction. 56,678,000 $421,781,500

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

1936 1935

No. of No. of
Profects Valuation Projects Valuation

Month of April—
Residential bullding 10,262 | $110,243,500 | 7.267 | soo.721,000 Italy oy B1%.000
Non-restdential bullding. - -..| 4 92,033,700 | 4214 | 106295100 12,670,000
Public works and utilities. . .. 134,058,100 | 1,685 | 115.495.200 i Rare i Briet
Total construction 16,369 | $336,335,300 | 13,068 | $321,512,200 14,873,000

Ftrst Four Months—
Residential building. .. 28,782 $346,487,900 | 21,005 $399,961,800
Non-residential building.....| 14,472 382,432,900 | 15,034 452,396,600
Public works and utilities. 6,258 401,719,200 | 6,484 975,083,300

’ 512 1130, : ; Peru...
Total construction 49,512 1$1,130,640,000 ' 42,523 '$1,827,441,700 Philippine Tsiands.
—_—— Poland and Danzig

Total Value of Exports and Imports of Merchandise ggﬁ;’“‘_“"-
by Grand Divisions and Principal Countries in Sweden.

March Switzeriand z 1,541,000

; Turkey (Asla & Europe). 631,000 1,486,000 1,876,000
The Department of Commerce on May 14, 1936, issued its Ynion of Sguth(ﬁﬂugg; e 290,000 673,000 72 1,556,000
report showing the merchandise imports and exports by Uani ssia. ' 1,104,000) 1,172,000] 3,342,000 4,431,000
grand divisions and prineipal countries for the month of 11'“%1'888 af.g4g.008 48,005,000
March and three months ended with March for the years 1,?901000 1,712,000 4:829:8?)0 glgggﬁggg
1935and 1936. The following are the tables complete:
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VALUE OF EXPORTS OF UNITEDYSTATES MERCHANDISE AND IM-
gg%Tngl‘{(I)RSCONSUMPTION BY,GRAND DIVISIONS AND PRINCIPAL
N Ei

Imports for

Erports United States
s Consumption

Merchandise

3 Mos. End.
March
1936

3 Mos. End,
- March
1936

March
1936

March
1936

3

160,614,000
74,920,000
72,178,000
75,897,000
165,315,000
7,708,000
13,632,000

$
55,491,000
27,222,000
24,252,000
24,945,000
54,240,000

$ $
81,699,000 255,511,000
26,888,000/ 77,261,000
19,404,000/ 51,961,000
15,327,000| 44,693,000
.| 32,468,000 92,045,000
5,749,000/ 19,051,000 3,195,000
10,547,000\ 26,548,000| 4,936,000

--{192,081,000| .567,071,000{194,281,000

3,860,000| 11,754,000 5,108,000
4,310,000\ 14,679,000 2,424,000
4,664,000\ 14,169,000/ 4,358,000
4,090,000( 12,221,000 9,466,000

6,746,000
10,732,000
26,836,000

pe.
Northern N. America.
Southern N. America.

570,264,000

14,608,000

5,782,000
12,579,000
29,677,000
18,750,000
33,422,000
74,037,000

3,747,000

7,956,000
22,553,000
10,643,000
42,199,000

5,517,000
16,763,000
1,014,000
2,835,000
1,139,000
875,000
3,023,000
1,301,000
29,274,000
25,201,000

15,207,000
18,129,000

405,000
42,447,000
13,642,000

837,000 159,000
48,518,000( 12,926,000
0| 5,094,000
4,457,000
Netherland West Indies.....
Netherlands
Newfoundland &
New Zealand

3,279,000
13,863,000
5,201,000
2,151,000

3,885,000
2,210,000
1,531,000

4,712,000

. 614,000
6,188,000
4,210,000/ 11,175,000

31,696,000/ 101,320,000
599,000 1,854,000
1,685,000 4,108,000

: —_——
Lumber Industry Speeds Up Production

The lumber industry during the week ended May 9, 1936,
stood at 70% of the 1929 weekly average of production and
66% of 1929 shipments, compared with 66% and 3%,
respectively, the previous week. Production during the
week ended the 9th was the heaviest reported of any week
since1930; shipments and orders were less than recent
weeks, each about 10% below cut, according to reports to
the National Lumber Manufacturers Association from
regional associations covering the operations of leading
hardwood and softwood mills. Reported new business dur-
ing the week ended May 2, 1936, was 29% below production;
shipments, which were heaviest of any week since 1930,
were 89 above output. Production in the week ended
May 9 was shown by reporting softwood mills 83% in ex-
cess of corresponding week of last year; shipments were
23% above last year’s week; new business, 109 above. The
Association further reported:

During the week ended May 9, 1936, 569 mills produced 249,872,000
feet of softwoods and hardwoods combined; shipped 226,569,000 feet;
booked orders of 221,706,000 feet. Revised figures for the preceding week
were: Mills, 589; production, 238,270,000 feet; shipments, 256,318,000
feet ; orlers, 232,666,000 feet.

All regions but Southern pine and Northern hemlock reported orders
below production during the week ended May 9. All but Northern hem-
lock and the two hardwood groups reported shipments below production.
All softwood regions but West Coast reported orders below those of corre-
sponding week of 1935; all but Western pine, Northern pine and Northern
hemlock reported shipments above those of last year; -all but Northern
pine and Northern hemlock reported production above.

Identical softwood mills reported unfilled orders on May 9 the equiva-
lent of 32 days’ average production and stocks of 128 daye’ compared with
25 days’ and 120 days’ a year ago.

Forest products car loadings totaled 81,867 cars during the week
ended May 9, 1936. This was 297 cars less than in the preceding week,
7,434 cars above corresponding week of 1935, and 6,881 cars above similar
week of 1934.

Lumber orders reported for the week ended May 9, 1936, by 500 soft-
wood mills, totaled 213,127,000 feet, or 11% below the production of the
same mills. Shipments as reported for the same week were 215,774,000
feet, or 109% below production. Production was 240,164,000 feet.

Reports from 91 hardwood mills give new business as 8,579,000 feet,
or 129 below production. Shipments as reported for the same week
were 10,795,000 - feet, or 11% above production.  Production was

9,708,000 feet.
Unfilled Orders and Stocks
Reports from 491 softwood mills on May 9, 1936, give unfilled orders
of 836,145,000 feet and gross stocks of 3,372,423,000 feet. The 467
identical softwood mills report unfilled orders as 818,988,000 feet on
May 9, 1936, or the. equivalent of 32 days’ average production, compared

Union bf South Africa.

U.'8. 8. R. (Russia, Europe
and Asia)

United Kingdom-

1,189,000
16,730,000
1,424,000
1,715,000

Venezuela
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with 648,718,000 feet, or the equivalent of 25 days’ average production on
similar date a year ago.
Identical Mill Reports
Last week’s production of 470 identical softwood mills was 233,594,000
feet, and a ycar ago it was 127,561,000 feet; shipments were, respectively,
209,428,000 feet and 170,833,000 feet, and orders received, 205,774,000

feet and 187,507,000 feet.
iiiiimeiiisomoremiint

Entries of Sugar into United States Against Quotas
Under Jones-Costigan Sugar Act—Imports from
Off-Shore Areas During First Four Months of 1936
Totaled 2 286,980 Short Tons

On May 7 the Sugar Section of the Agricultural Adjust-
ment Administration issued its fourth monthly report of
1936 on the status of the sugar quotas under the Jones-
Costigan Sugar Control and Allotment Act. The report
shows that the quantity of sugar charged against the 1936
quotas for Cuba, the Philippines, Puerto Rico, the Virgin
Islands and Hawaii during the first four months of 1936
amounted to 2,286,980 short tons raw value. An announce-
ment by the Sugar Section of the AAA continued:

This report includes all sugars from Cuba, the Philippines, Puerto Rico,
the Virgin Islands and Hawaii recorded as entered from those areas prior
to May 1, 1936. The statistics pertaining to full-duty countries include
in addition to the sugar actually entered before May 1, 1936, all quantities
certified for entry, including such certified quantities in transit on May 1,
1986, The figures are subject to change after final outturn-weight and
polarization data for all importations are available.

Quotas for the various areas are shown as revised by General Sugar
Quota Regulations, Series 3, Revision 1, issued April 10, 1936.

Included in. the quantities charged against the 1936 quota are 127,574
tons of sugar originally. entered under bond in December, 1935, pursuant
to the provisions of General Sugar Order No. 1, Revision 1.

The quantities charged against the principal off-shore areas during the
first four months of 1936 are as follows:

(Tons of 2,000 Pounds—96 Degree)

1936 Sugar Quotas

. Established under

General Sugar Quota

Regulations, Series 3,
" Revision 1

Amounts Charged
Against Quotas

1,982,401 1,110,482
1,068,057 337,630

857,452 473,677
1,007.152 365.19(1)

4,920,702 2,286,980

Direct-Consumption Sugars
Direct-consumption sugar is included in the amounts charged against the
various quotas since the direct-consumption sugar quota is included in the
total quota for each area. The following tabulation indicates the direct-
consumption sugar quotas, amounts of direct-consumption sugar admitted
during the period January-April, 1936, as well as the amounts which may

~ be admitted for the remainder of the year:

(In Short Tons—96 Degree Equivalent)

Quantity Charged
Against Quota

170,612

Balance
Remaining

265,516
63,809
23,476
44,806

397,607

1936 Quota
436,128

671,991

Full-Duty Sugars

In addition to the sugar charged against the quotas for Cuba and the
other insular areas, a large part of the sugar which may be admitted
from full-duty countries was entered or certified for entry during the
first four months of the year. The following table shows, in pounds, the
amount of sugar which may be admitted in 1936, the amount charged
against quotas during the period January-April, and the amount which
may be admitted during the remainder of the year from the areas specified:

(Pounds—96 Degree Equivalent)

274,384

Quantity which Charged
May Be Admitted Against
in 1936 Quota

294,308

Balance
Remaining

294,308 0
101
180,020
0

0

0

1,414
5,817,059
2,768
7.519,253

217,865
10,221,004
11,114,100

350,667 0

5,424,140 4,781,032 643,108

42,905,962 28,742,238 - 14,163,724
No sugars have been entered against the quotas of the following coun-
tries: Argentina, 1936 quota 14,577 pounds; Australia, 204; Brazil,
1,197 ; British Malaya, 26; Colombia, 267; Costa Rica, 20,597; Dutch
West Indies, 6; France, 175; Germany, 117; Honduras, 3,432,668; Italy,

1,751 ; Japan, 4,009 ; Salvador, 8,208,542, and Venezuela, 290,002.
—_————— '

Decrease Noted in Java’s Sugar Carry-Over on April 1
as Compared with Year Ago

Java's sugar carryover on April 1 this year amounted to
916,499 long tons, as contrasted with 1,585,397 tons carried
over last year, a decrease of 668,898 tons, or approximately
42.29%, according to advices received by Lamborn & Co.
This year’s carryover is the smallest since 1931, when
701,356 tons were held prior to start of mew crop opera-
tions. An announcement by the firm continued:

United Kingdom....
TUnallotted reserve.

350,667
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Java’s 1936 sugar crop, harvesting of which commenced in April and
is now in full swing, is estimated at 541,000 long tons as against 505,000
tons produced in 1935, an increase of 36,000 tons, or approximately 7.1%.
This is the first reported increase in production since 1981.

Java. in 1931 manufactured 2,923,000 tons of sugar. The following
years, under the curtailment program of the International Sugar Agree-
ment, the output dropped, reaching a low of 505,000 tons last year.

Exports during the.crop year 1935-836 totaled 863,277 long tons as
compared with 1,168,815 tons in the previous year, a falling off of
305,588 tons, or 26.1%. The 1935-36 shipments, according to Lamborn’s
statistical department, .are the smallest in 29 years, or since 1906-07,
when 847,180 tons were exported.

Local consumption of sugar in Java during the past year approximated
333,000 tons.

———————— ‘ {

Monthly Statement of Sugar Statistics of AAA for First

Quarter of Year—Deliveries During Period Totaled
1,662,660 Short Tons

The monthly sugar statistical statement covering the first
quarter of 1936, consolidating reports obtained from cane
refiners, beet sugar processors, importers, and others, was
issued on May 8 by the Sugar Section of the Agricultural
Adjustment Administration.  In issuing the report the
Sugar Section said that total deliveries of sugar during the
first three months of the year amounted to 1,652,660 short
tons raw sugar value. It added:

The distribution of sugar during March was unusually high, a total of
743,804 tons have been distributed in that-month. Distribution of beet
sugar in March amounted to 200,701 tons, ra v value, the greatest volume
in any month on record. However, preliminary data for April distribution
of sugar received by wire from beet sugar companies, cane sugar refiners, and
importers show a sharp compensatory falling off in deliveries during that
month. Beet sugar distribution in A pril declined to 116,437 tons raw value,

The data, v hich cover the first three months of the calendar year. were
obtained in the administration of the Jones-Costigan Act, which requires
the Seécretary of Agriculture to determine consumption requirements and
establish quotas for various sugar producing areas.

The following is the report made available May 8&:

. SUGAR STATISTICAL REPORTS
Vol. 3, Report 3. Period: Januarv-Maich, 1936
TABLE 1—-RAW SUGAR: 'REFINERS' STOCKS, RECEIPTS, MELTINGS,
AND DELIVERIES FOR DIRECT CONSUMPTION FOR JANUARY-
MARCH, 1936 a
(In Short Tons, Raw Sugar Value)

Deliveries

Source of Stocks on Jor Direct| Lost by | Stocks on
Supply . Receipts Meltings |Consump-|Fire, &c| Mar. 31

tion 1936

608,381 597,314 1,483 100,623
196,342 201,491 607 23,144
Puerto Rico.. ... 3 201,422 208,161 3 39,131
Philippines . - 128,027 439 23,866
Continentalb_.._ . 120,978 445 11,563
Virgin Islands. .. 0 0 0 0 0
Other countries__| 19,583 13,024 16,118 0 16,489

0

Miscellaneous,

(sweepings, &¢.) 36 235 - 27 0

_________ 255,933 | 1,234,220 | 1,272,360 | 2977 |. 0 214,816

a Compiled in the AAA Sugar Section, from reports submitted on form SS-15A
by 16 companies representing 22 refineries. The companies are: American Sugar
Refining Co.; Arbuckle Brothers; J. Aron & Co., Inc.; California & Hawailan Sugar
Refining Corp., Ltd.; Colonial Sugar Co.; Godchaux Sugars Inc.; William Hen-
derson; Imperial Sugar Co.; W. J. McCahan Sugar Refining & Molasses Co.; Na-
tional Sugar Refining Co. of N. J.; Ohio Sugar Co.; Pennsylvania Sugar Co.; Revere
Sugar Refinery; Savannah Sugar Refining Corp.; Sterling Sugars Inc., and Western
Sugar Refinery.

b Includes sugars received at refineries in Louisiana from their own sugar mills
and not chargeable to Continental quota until marketed as refined sugar.

TABLE 2—STOCKS, PRODUCTION, AND DISTRIBUTION OF CANE AND
BEET SUGAR BY UNITED STATES REFINERS AND PROCESSORS,
JANUARY-MARCH, 1936

(In Terms of Short Tons Refined Sugar as Produced)

S ocoooece

Domestic Beet | Refiners and
Refiners Factories Beet Factories
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barrels from the output offthe previous week. The current
week’s figure was also above the 2,826,300 batrels 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 May. Daily average production
for the four weeks ended May 16, 1936, is estimated at
2,957,050 barrels. The daily average output for the week
ended May 18, 1935, totaled 2,650,300 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 endéed May 16 totaled 1,082,000 barrels, a
daily average of 154,571 barrels, compared with a daily average of 129,429
barrels for the week ended May 9 and 147,179 barrels daily for. the four
weeks ended May 16.

Receipts of California oil at Atlantic and Gulf ports for the week ended
May 16 totaled 308,000 barrels, a daily average of 44,000 barrels, compared
with a daily average of 36,857 for the week ended May 9 and 35,571 barrels
daily for the four weeks ended May 16.

Reports received from refining companies o'vning 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, 2,920,000 barrels of crude oil 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, 72,490,000 barrels of finished and
unfinished gasoline and 99,120,000 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 Mines basis, produced an average of 645,000 barrels
daily during the week.

DAILY AVERAGE CRUDE OIL PRODUCTION
(Figures in barrels)

B.of M. Actual Production Average
Dept. of Week Ended 4 Weeks Week
Int. Cal- . Ended Ended
culations | May 16, May 9, May 16, | May 18,
(May) -+ 1936 1936 1936 1935

.............. 538,300) 560,500 537,800| = 546,850 543,500
................. 150,100 160,500 155;200(  159,350| 152,500

63,050 ©  56,750|  62,500] 65,850
59,650
25,000
185,050
52,900

. Southwest Texas. 58,400
Coastal Texas 254,800 179,350

1,132,500) 1,172,150 1.52,750 1,162,300 1,035,250

82,550 73,850 73,750 23,000
144,150|  145,350| 145,200( 109,600

170,500 226,700 219,200) 218,950 132,600

31,000 29,950 29,950 31,200
108,450 105,750 105,550
33,750 39,150
37,600 32,900
12,850 10,250
4,550 4,550 4,550 ,
74,900 74,950 71,100 50,900

2,282,300| 2,428,250| 2,377,400| 2,383,000| 2,137,900
............... 544,000| 579,800| 584,300, 574,050 512,400

Total United States-...| 2,826,3001 3,008,050} 2,961,700} 2,957,050| 2,650,300

Note—The figures 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 ENDED MAY 9, 1936
(Figures in thousands of barrels, 42 gals. each)

Crude Runs | Stocks of Finished and
Unfinished Gasoline

hed Unfin'd
Reporting | Daily \P. C.[—————| in

Aver- |Oper- Terms,|Nap'tha
Total \P. C.| age | ated &c. | Distil.

Daily Refining
Capacity to Stills

Initial stocks of refined, Jan. 1, 1936. _ 250,165 b859,774 1,109,939
PrOAuotONG wu s e du ittt bl S8 w T aww i 1,189,127/ 23,183 1,212,310
DElVErIen . i sowmmwa mommsiensamnens al,051,827 317,217 1,369,044
Final stocks of refined, March 31, 1936 387,465 565,740 953,205

Compiled by the AAA, Sugar Section, from reports submitted by refiners.

a Deliveries include sugar delivered against sales for export. Department of
Commerce reports of exports of refined sugar amounted to 12,491 tons during
January-March, 1936.

b Revised.

c Larger than actual deliveries by a small amount representing losses In transit,
through reprocessing, &c.

TABLE 3—STOCKS, RECEIPTS, AND DELIVERIES OF DIRECT-CON-
,SUMPTION SUGAR FROM SPECIFIED AREAS, JANUARY-MARCH,
(In Terms of Short Tons of Refined Sugar)

Stocks on *| Stocks on
Source of Supply 5 Receipts Deliveries | Mar. 31,
or Usage 1936

121,063 115,495 | 128,316
4,590 4,590 0
Puerto Rico. 36,319 26,156 12,071
Philippines.- 14,077 11,714 9,180
0 366 143

43 43 ' 0
238 2,473 a4t

_____________________ 134,221 176,330 160,837 149,714

Compiled in the AAA, Sugar Section, from reports and information submitted on
Forms 58-15B and S8-3 by importers and distributors of direct-consumption sugar.
a Includes sugar in bond and in customs custody and control.

TABLE 4—DELIVERIES OF DIRECT-CONSUMPTION SUGAR FROM
LOUISIANA SUGAR MILLS

Deliveries of direct-consumption sugar by Louisiana mills amounted to 39,260

tons in terms of refined sugar, during the period January-March, 1936,
P R
Daily Average Crude Oil Production Totals 3,008,050
Barrels in Week Ended May 16

The American Petroleum Institute estimates that the daily
average gross crude oil production for the week ended May 16,
1936, was 3,008,050 barrels. This was a gain of 46,350

East Coast... 612100.0 489( 79.9 11,178f * 1,048
Appalachian. 146 3 100 5 964 274
Ind. 1., Ky. 424 5 408 2] 2,781
Okla., Kan., .

Missouri - - 7 295
Inland Texas . 108

Rocky M¢.. ! 4 e 730
California. .. b i 9,606 71,134

Reported ... 40,194 96,849
Estd.unrep'd 2,728 33 2,271

xEst.tot.U.S. .
May 16 '36| 3,869 42,922 99,120
May 9'36| 3,869 2,870] 43,583 6,929 98,550

U.8.B.oft M. ;
May 1935 2,504 234,725'220,4711 26,28712100177
x Bureau of Mines basis currently estimated. z As of May 31, 1935,
—_——— 1
Petroleum and Its 'Products—Over-production in
Rodessa Field Brings Threat of Federal Tender
Board in Louisiana. Pelican’s Wells Cut to Normal
Allowable After Running Under Special Permit—
Crude Production in California Continues High—
American Petrcleum Institute Hits High Taxes,
Federal Regulation of Business—Daily Crude Out-
put at Record High
Operations of the Pelican Oil & Gas Co.’s 13 wells on the
Louisiana side of the Rodessa field at around 17,500 barrels
daily, against the normal allowable of 4,550 barrels under a
special permit were pared to the normal level after indieations
that the Federal Government would enter the situation
through power provided in the Connally “Hot Qil”’ Act.
An injunction forbidding the interstate movement of
approximately 72,000 barrels of crude produced in the

igitijed for FRASER
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Louisiana side of the Rodessa field was issued by Federal
Judge Randolph Bryant against the East Texas Refining
Co. and the East Texas Pipe Line Co. in Sherman, Texas,
Thursday. Judge Bryant ruled that -the oil had not been
produced legally and ‘‘the channels of interstate commerce
are denied to it.”” The 72,000 barrels of crude remained
impounded in the field. The Government based its action
upon authority granted under the Connally Hot Oil Aect.

No change in Secretary of the Interior Ickes’ decision not
to establish a Federal Tender Board in Louisiana has been
made, officials of the Petroleum Conservation Division dis-
closed in commenting upon the injunction against the inter-
state movement of the 72,000 barrels. It was said that the
government considers this oil to have been produced in ex-
cess of the 350-barrel level set by the Commission—which
was set aside to give the Pelican Oil & Gas Co.’s 13 wells a
capacity of 20,000 barrels—and thus is ‘“‘contrabrand oil”
under the regulations of the Connally Act. :

Pelican was granted a special permit to operate on a basis
of 20,000 barrels daily for ‘60 days’ or longer by the Louisi-
ana Conservation Commission on. March 24. The company
was not able to run its wells at this figure, however, due to
the opposition of the then-Governor Noe. The new State
Administration, however, permitted the company to operate
in accord with its special permit.

The wells were quickly opened up and average production
hit a high of around 18,000 barrels, against 4,550 barrels
under the normal allowable of 350 barrels c{)er day. The pos-
sibility that other operators in the field would be forced
to open their wells to the limjt in order to protect themselves
was voiced in Southwestern oil circles.

Coincident with news from Washington that Secretary
of the Interior Ickes planned to start a new investigation in
the Rodessa situation, the company announced that its wells
had been cut back to the general allowable of 350 barrels
per day. The possibility of the establishment of a Federal
Tender Board to rule upon inter-State movements of Rodessa
crude was believed to play a major part in the company’s
decision. :

Even more important than the Government intervention,
however, was the fact that as the Pelican wells were run at a..
high production, pressure in the wells was reported to be
dropping. Reports were heard, that should the Rodessa
field be run at a high rate of production for any length of
time, a serious drop in pressure over the entire field would be
a likely result.

These reports were bolstered by dispatches from Fort
Worth disclosing that after production on the Pelican prop-
erties reached a high of 18,000 barrels, production suffered
a sharp drop the following day to 15,000 barrels. Again,
an offset well of Standard of Louisiana adjoining the Pelican
properties turned from erude production to gas. :

. Protests were voiced by Texas oil men against the apparent
diserimination shown the Pelican company in allowing it to
operate at its high capacity. In reply, Governor Leche, of
Louisiana, stated that he felt that the company should be
allowed to produce as much oil as possible inasmuch as “the
more oil Louisiana produces, the more money the State
gets from its severance tax.” ‘

The movement by the Texas Railroad Commission for
a joint meeting with the Louisiana Conservation Commission
to consider the problems arising out of the fact that the
Rodessa field is on the boundary line between the two States
collapsed, at least temporarily, when Governor Leche in-
formed the Commission that he would be tied up with his
legislative program for at least two months and could not
spare the time to meet with it. .

Rising production totals in California also attracted trade
attention during the week. Although production for the
week ended May 16 was off 4,500 barrels to 584,300 barrels,
according to the American Petroleum Institute, this total
was substantially above the May market demand level of
&44,000 barrels suggested by the United States Bureau of

ines. v o

Production in California for the first 12 days of May
of 581,268 barrels daily was 41,268 barrels above the average
set as desirable by the Central Committee of California
Oil Producers, and 5,910 barrels above production in the
like period in April. The total for this period also showed
a gain of 12,427 barrels under the like March period.

A resolution charging that ‘‘endeavors to promote un-
sound, uneconomic and diseriminatory policies of taxation
and legislation, having as their objectives selfish and limited
benefits” are impeding recovery was unanimously adopted
by the board of directors of the American Petroleum Institute
in closing the Institute’s mid-year meeting at Tulsa, Okla.

The resolution held that attempts to eliminate or equalize
competition between domestic industries prevents the
public from benefiting from. the industrial progress and
the resultant economies that mark free competition among
industries. Oil men, in commenting unofficially upon the
resolution, expressed the belief that it was aimed mainly
at the move to tax fuel oil for the competitive advantage
of other power and heating industries.

The Independent Petroleum Association of '‘America
backed the Disney oil bill—which would double the duties
on imported petroleum and petroleum products—at the
initial hearing held before the House Ways and Means
Committee on Monday. In backing the bill, counsel for

Vi
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the association held that its passage would aid the domestic
industry appreciably. . @ .

Stating that the American oil industry suffers from a
“superabundance of possible production” rather than
searcity, W. A, Irvin, President of the United States Steel
Corp., voiced relief that domestic supplies of crude oil
were sufficient in an address delivered at the opening session
of the Ninth International Petroleum Exposition in Tulsa
on May 16. . .

Daily average crude oil production rose to a new all-time
record high last week at slightly above 3,000,000 barrels,
according to the American Petroleum Institute. The
record level compared with estimated May demand of
2,826,300 barrels, suggested by the Bureau of Mines, and
actual output in the like 1934 period of 2,650,300 barrels.

Oklahoma showed the sharpest expansion in produection,
output there rising mnearly 23,000 barrels. Texas and
Louisiana also showed substantial increases in their daily
average production totals. Kansas and other States also
showed gains which more than offset a dip of 4,500 in
California. ;

There were no price changes.

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

Bradford, P&..cececiaccccncncnnn $2.45| Eldorado, Ark., 40 cceeeocnnnans $1.10
) --- 125 - 116

Western Kentueky..cocccaaue S-1.23 st, Mont...
Mid-Cont't., Okla., 40 and above.. 1.%8 Huntington, Calif., 30 and over-... .

‘Winkler, TeX88-ccceanccnacnnnan .85 | Kettleman Hills, 39 and over-..... 1.
Smackover, Ark., 24 and over....75-.80 | Petrolia, Canada. 1
REFINED PRODUCTS—GASOLINE STOCKS DIP 1,013,000 BAR-
RELS—REFINERY RATE AGAIN RISES—NEW YORK CITY -
MARKET HIT BY PRICE-CUTTING—OHIO GASOLINE
PRICES CUT )
A better-than-seasonal decline in gasoline stocks aswarm

weather increased consumption with the accompanying drain
upon refinery and bulk terminal holdings provided a cheery

_note in an otherwise gloomy week in the refined petroleum

markets. ;

Finished gasoline holdings dipped 1,013,000 barrels to an
aggregate of 65,547,000 barrels, the American Petroleum
Institute reported. Refinery holdings were off 661,000 bar-
rels to 49,922,000, with bulk terminal stocks dipping 352,000
barrels to 22,625,000 barrels.

The decline was all the more significant in that it occurred
in the face of a fairly substantial increase in the operating
rate of refineries which now are at abnormally high levels for
this time of the year. An increase of 1.4 lifted operations
to 799 of capacity, with daily average runs of crude oil to
stills rising 50,000 barrels to 2,920,000 barrels.

May demand for gasoline is estimated at around 10%
above the corresponding month a year ago. This is in line
with the general rising trend shown since the first of the year.
In 1935, it will be remembered, consumption of gasoline rose
to new all-time record levels. Should demand continue
at its present rate, 1936 may again set a new record level,
oil men believe.

Spreading of the cut-price competition in the retail gaso-
line field in metropolitan New York featured the week in the
local market. Signs of ‘7 for $1" are appearing in Man-
hattan and the Bronx, particularly in the latter. It was
held alarming when the ‘6 for $1”’ spread across the river
from Brooklyn, but the rapid spread of the ‘“7 for <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>