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The F inancial Situation

HAT are popularly known as “capital imports,”

a subject that for some time past has been

more or less a thorn in the flesh: of the Roosevelt
Administration, have again found their way to a
prominent ‘position in the headlines. A committee
- appointed some time ago by the President to study
the effect of these imports upon our capital markets
and to devise some methods of controlling or elimi-
nating them has been having frequent meetings

far as the banking aspect of capital imports is
concerned.

Capital Imports and the Securities Market

Capital imports in their relation to the securities
markets seem to be the chief cause of concern in
Washington at the present moment. Of course
it is true that the inflow of gold, which is continuing,

definitely tends to enlarge the volume of member

during the past week, and
has apparently presented
a “progress report’”’ to the
President which, how-
ever, the President him-
self, according to - press
dispatches, does not seem
to believe contains a re-
port: of much progress.
This group, which includes
both the Secretary of the
Treasury and the Chair-
man of ‘the Board of Gov-
ernors of the Federal Re-
serve System, is currently
believed to have found the
problems, so far as they
relate to a practicable pro-
gram of action in the

premises, rather exception-
ally difficult; and if current
surmises may be taken at
their face value differences

of opinion of major pro-
portions have arisen among
the members.

The steps, if any, now
to be taken are apparently
regarded as completing a
program initiated last
August with an increase
of 509, in the reserves
required of member banks,
resumed wxith the an-
nouncement of the Secre-
tary of the Treasury on
Dec. 21 last of a policy
of ‘sterilizing’’ further
acquisitions of gold as far
as their effect upon bank
reserves is concerned,
and again pushed further
on Jan. 30 when the Board
of Governors of the Re-
serve System proclaimed

A Clarion Call

**A labor union has no more right to take
possession of a factory than a band of gang-
sters has to take possession of a bank; and
when to such unlawful taking of possession
there is added the theft and destruction of
property, and the use or threat of violence
and armed resistance to governmental au-
thority, there is no difference between the
two, either in principle or in degree.

“The‘gr})idance of the possibility of blood-
shed is, course, desirable, but not at the
expense of surrender to, or compromise with,
or toleration of, those guilty of such criminal
acts. If that were the controlling factor,
any large band of robbers and thugs could
work with impunity. Those who provoke
bloodshed are entitled to no maudlin sym-
pathy over the injuries they may sustain.

“In order that the organizations to which
I have referred (C. I. O.) may not be misled
into attempting here the same conduct by
which they claim to have achieved some suc-
cess, and for which they have obtained im-
munity in Michigan, let them be warned in
advance that such conduct will not be toler-
ated or permitted by the people of this State,
nor by the government which they have set
up for their protection and the administra-
tion of their affairs.

“To the citizens of New Jersey I promise—
and to the lawless organizations I give warn-
ing—that, if necessary, the entire resources
of the State will be called into action to pre-
gerve the rights, liberties and property of its
citizens, 'and to foil and punish any such
attempts to subvert and contemn the law and
the governmental authority which those
citizens have ordained.”’

Governor Hoffman of the State of New
Jersey in these sentences not only states the
case against the so-called ‘“sit-down’’ strike,
but has adopted the obviously proper, indeed
the only effective, means of putting an early
and definite end to this type of lawlessness,
which has been threatening to engulf the
Nation. It is not improbable that this
clarion note had something to do with the
less forthright but somewhat similar position
a day or two later adopted by the Police De-

. partment of the City of New York.

The disgraceful attitude of the authorities
of the State of Michigan during the long-
drawn-out General Motors strike admirably
set the stage for a dramatic call to duty such
as is implied 'in the formal statement of the
Governor of New Jersey. We hope that the
law-enforcing agencies of other States and
the people generally will rally handsomely
to the call.

bank deposits even if the
so-called ‘‘sterilization”
process prevents them from
increasing deposits at the
Federal Reserve banks to
the credit of member
banks, and the fact ob-
viously remains that sud-
den withdrawal - of large
sums of this ‘‘nervous
money”’ from the country
would face the banks with
problems.  But for various
reasons the concern of the
authorities, for the moment
at least, seems to be with
the undesired effect _of
these capital imports upon
the securities markets.
The theory seems to be that
the flow of .these funds
into the securities markets

‘tends to create an un-

healthy state of affairs
there; and to introduce a
grave hazard of collapse
at some future date; since,
it is reasoned, the foreign
owners of the funds in
question might ~well at
almost any moment in
large numbers conclude
that the time had come to
take their money home
again. As to all this there
seems to be little difference
of opinion in Washington.
The practical difficulty be-
ing encountered appears
rather to arise in finding
a method of dealing with
the situation that would
do what is desired and
at the same time avoid
unpleasant consequences

another increase, this time of 33 1-3%,, in the
reserves required of member banks. It has been
consistently held by government officials that
capital imports have been largely responsible for
the continued flow’ of gold into this country, which
-in turn, it is said, were solely responsible for the
long sustained upward movement of excess reserves.
When the most recent order of the Board of Governors
of the Federal Reserve System raising required
member bank reserves to the limit under present
law takes effect, the present program of the Admin-
istration presumably will have been completed as

that might well flow from many if not all of the
schemes that have been under active advisement.
To the official mind the cause of the flow of funds
into the United States is simple. It is believed that
this type of “capital imports” is the direct and
perhaps inevitable result of the uncertain and even
chaotic state of affairs abroad, particularly, of course,
in Europe. Foreign owners of free funds, fearing
that almost anything may happen in their own
country, send their money to this country for safe-
keeping, according to the authorities in Washington,
to whom conditions here are so satisfactory that

o
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they can hardly imagine anyone having any un-
easiness about his affairs  once - this money is
safely within our borders. To those who reason
in this way, the whole matter is only another migra-

Financial

tion of “nervous money’’ which is constantly fleeing -

from unsafe surroundings to havens of refuge, from
which on a moment’s notice it may again take
flight to some other haven for the time-being con-
sidered safer. From this premise it is of course
easy to reason that the way to deal with the situation
is simply to protect ourselves so far as possible
from the results of conditions over which we have
no control. /

This general view of the whole situation has found.
wide acceptance. Indeed, with the exception of
reported plans for preventing or at the least penal-
izing the investment of foreign funds in our securities
markets, both the ideas of the nature of the present
situation, its causes and consequences, and the
remedial measures taken or proposed have been able
to summon almost unanimous support among the
rank and file in the financial community. Yet we
venture to challenge the adequacy of this analysis
and to question the validity of its reasoning at
important points. It is obvious, of course, that
uneasiness about the future in Europe is one cause
of the flow of funds to this country, and probably
a cause of importance. Without question we have
here a phenomenon which in part is only another
flight of the “nervous money” which has not remained
long in one place for several years past. No one is
inclined to questi)n the truth of the assertion that
by greatly reducing the volume of excess reserves of
member banks one temptation to undue expansi)n
has been removed from the path of the financial

community. Sudden withdrawal of funds in sub-
stantial amounts from our securities markets could
well be quite embarrassing, the more so if the funds
so withdrawn were promptly removed from the
country.

Factors Now Overlooked

But is this the whole story? There are weighty
reasons for thinking that it is not. First, the cause
of this inflow of foreign funds. Suppose a foreigner
were able to buy only $20.67 with an ounce of
gold. Should we in such an event be in receipt of
80 much gold from abroad? Would world produc-
tion of the metal have increased from ahout half a
billion per year in 1932 to more than a billion and
a quarter at present? In fine, would foreigners be
able to find the means ready at hand with which to
buy our stocks and bonds in such large amounts?
Suppose a foreign investor or speculator, instead of
being able to buy a share of United States Steel
common with three ounces of gold, were obliged to
pay five ounces of the metal. Would he then find
the stock so “cheap”? If instead of the billion dol-
lars or more per year now being produced outside
of the United States, the foreigner were able, as in
1932, to find only about $450,000,000 in new gold
available to finance his purchases here, would not
the flight of really panicky money to this country
long ago have raised the price of dollars to a level
too high to permit our securities to appear attrac-
tive to foreign investors, or even foreign specu-
lators?

The fact that of the inflow of capital funds from
January 2, 1935, to September 30, 1936, amounting
to some $2,282,000,000 according to the Federal Re-
serve Bulletin, some $1,353,000,000 took the form of
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bank balances for the most part drawing no interest,
strongly suggests that foreign funds have accumu-
lated in this country for the sake of greater safety.
A considerable part of this increase has without
question served merely to rebuild working balances
which had been drawn down in unusual degree, but
the opinion seems to be general that foreign funds
lying in the banks at the present time substantially
exceed ordinary commercial requirements. Whether
the part of these balances which isin excess of nor-
mal requirements is greater in amount than the
$905,000,000 net which during the period in ques-
tion was invested in securities in our markets is an-
other question. At any rate, the fact that foreigners
bought securities in this country during the years
1935 and 1936 amounting in value on net balance to
nearly $1,000,000,000, and - that more than 25 per
cent of these securities were foreign securities pre-
viously sold here is plain evidence, it seems to us,
that much of the money coming to this country is
being attracted by considerations other than that
of finding temporary shelter. The fact of the matter
is that every one familiar with the foreign press, or
by other means with the views of foreigners con-
cerning our securities markets, knows well enough
without formal proof that large blocks of funds have
been shipped to this country not so much to escape
the dangers of the European situation as to take
advantage of opportunities here. ‘
Other Elements of Attractiveness

 But why, apart from the high price obtainable for
gold available for use in exchange for American
securities, should foreigners consider this a good
country in which to invest or to speculate at the
present time? In many instances, doubtless, all that
is necessary in addition to the cheapness (in terms
of gold) of American securities is an over-riding
faith in the future of American business enterprise
notwithstanding the handicaps under which it must
now operate. But underlying most of the investment
transactions carried forward by foregn capitalists
in this country there is apparently a tenacious be-
lief that sooner or later either the dollar must be
assigned a higher value in terms of other currencies
or else American prices (including, and perhaps par-
ticularly, the prices of American securities) must
rise to give a more normal equilibrium as between
the economies of the various nations of the world.
The more speculatively inclined among our foreign
customers in the securities markets doubtless are
motivated largely by a belief that what is termed
inflation in this country has not by any means run
its course. Many of these probably think of the
situation merely in terms of increasing activity and
higher profits in the months and possibly years im-
mediately ahead and consequently of course of
higher security prices. With them the ultimate fu-
ture probably is left largely to take care of itself.

Probably there are others who are more or less .

consciously pursuing plans to “ride” the market
up and at the proper time “unload.”

So much for causative factors that are omitted
from the official reckoning. The presence of these
factors will suggest to the thoughtful reader a num-
ber of considerations omitted from the usual analy-
sis of the hazards presented by this flow of foreign
funds into our securities markets. As to such really
“nervous money” as there is here, its behavior is
probably a much more direct concern of the banks
than of the securities markets, although naturally
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its sudden withdrawal could well produce indirect
results of real importance to the latter. There is
reason to believe that careful bankers, particularly
those located in New York City where such funds
are largely concentrated, are taking pains to keep
themselves in a position to give up these funds on
short notice. If so, all that would be necessary to
permit large withdrawals of funds without serious
disturbance either to the banks or to the exchange

markets would be willingness on the part of the

Treasury to give up gold for export—and of course
willingness on the part of foreigners to accept gold
at the price that they would be obliged to pay for it.
Now turn to the group of foreign capitaliste who
have sent their funds here in the belief that in terms
of gold, at least, our securities are cheap. As to
these the question naturally at once presents itself
why foreign investors are more subject to violent
mass hysteria in the management of their financial
affairs than are their domestic counterparts. The
answer is that they are not. They are of course sub-
ject to certain influences which do not normally af-
. fect the domestic investor or speculator in so great
a degree, that is, to changes actual or prospective
in international currency relationships. The point
of immediate danger will be reached when the opin-
ion begins to prevail abroad that either the dollar
has risen to its normal relationship to other cur-
rencies, or that American prices (of securities) have
risen sufficiently to achieve about the same end.
Danger will become acute probably only when in
addition the impression is gained abroad that what
is known as the crest of the business cycle (but
which is more accurately described as the height of
the inflationary boom) is reached. But at this point
of course there will be great, probably equal, danger
of a panicky flight of domestic speculators from
the securities markets. The time at which such a
point as this will be reached, and the magnitude of
the danger which will then have to be faced, depend
probably more upon what is done here than
'upon what happens independently abroad. There

is really no more warrant for the claim that the

evils now complained of in this connection have
their roots abroad than there was for President
Hoover’s claim that his burdens during the latter
part of his administration originated in other lands.
The Remedy

There are likewise lessons here which have to do
with the nature of the remedies to be applied. If
this analysis of the real causes of the present state
of affairs in the securities markets is substantially
correct, then the fault is not to be found in the
_ stars but in ourselves. By the establishment of
highly artificial conditions in the banking, credit
and money systems we have invited just these evils.
Now that they are upon us it is suggested that un-
toward conditions resulting from gross and bun-
gling interference with the interplay of natural eco-
nomic forces be cured by further doses of the same
kind of medicine. The present situation was ap-
parently unforeseen by those who manage our na-
tional affairs, but they ought to have expected it.
Attempts to manage or to supplant natural forces
always result in the rise of awkward situations

which cannot be cured by further management or .

further defiance of human nature. The real cure,
and the only real cure, for this as well as the other
embarrassments of the day, is in abandoning
the attempt to remold the world, mankind in-
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cluded, to fit some preconceived plan or pattern,
and leaving what is known as natural law to make
the necessary adjustments under a minimum of re-
straints and restrictions.

The complaint now so often heard in OffIClal cir-
cles and in quarters close to the Administration
that foreign funds are flowing to this country.with-
out any basic economic justification is only an ad-
mission that they come as a result of an artificially
created situation, since certainly they are driven
here through sheer perversity of human nature. In
this case as all others the way to eliminate the un-
desired result is to remove the underlying cause. No
other plan will prove really successful in the long
run. This is but another of many situations that
cry out for a complete re-orientation of the national
policy. '

Chronicle

Agriculture and the Courts

HE action of the President in sending two mes-

sages to Congress during the past week demand-
ing legislation on behalf of the farmers is likely to
attract as much attention by reason of rather evi-
dent intent to use these proposals in support of his
so-called court reform measure as for their own in-
herent demerits. The message accompanying the
report of the President’s special committee on farm
tenancy submitted to Congress on Tuesday, after
outlining many unfortunate conditions, real and
imaginary, to be found in agricultural districts and
suggesting sweeping programs of paternalism and
subsidy, closed with these sentences:

“Obviously, action by the States alonc and inde-
pendently cannot cure the widespread ill. A nation-
wide program under Federal leadership and with
the assistance of States, counties, communities and
individuals is the only solution. Most Americans
believe that our form of government does mot pro-
hibit action on behalf of those who need help.”
Again on Thursday, when the President transmitted
his message urging early establishment of a crop
insurance system with large governmental aid and
governmental control, he closed w1th the following
words:

“May I repeat what I have suggested in a former
message: That because economic and social reforms
of this character are essentially national in scope
and in administration, the citizens of our nation
believe that our form of government was never in-
tended to prohibit their accomplishment.”

The strategy of the President is obvious. He is
in effect saying' to the farmers throughout the coun-
try that if his court reform proposals fail of adop-
tion they can not expect legislation granting them
large subsidies to pass muster in the courts. The
stage is being cunningly set to make it appear to
those who have hopes of largesse in one form or an-
other that those who refuse to permit the President
to “pack” the Supreme Court would be responsible
for failure of such subsidies to materialize. Such
tactics as these are as open to criticism as the orig-
inal proposal to “pack” the Supreme Court.

As to the two agricultural programs themselves,
they seem to be about what was expected. Both push
the general philosophy of a “managed agriculture”
still farther and both would require national sub-
sidies of substantial size in perpetuity. Good re-
sults of a permanent sort could be expected of mei-
ther of them. Past efforts to “help” the farmer with
price fixing, subsidies, control, and many other de-
vices made both before and since President Roose-
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velt took office have a record of miserable failure.
Not only have they failed to help, but they have
done actual harm,

Federal Reserve Bank Statement

ELATIVELY small variations in the credit and
currency position are reported from week to
week in the banking statistics, just now. The in-
terest of the banking cummunity centers chiefly on
the successive reserve requirement increases on
March 1 and May 1, which will exhaust the power
of credit control by this means. Banks have tended
of late to put their houses in order for the advances,

and there are indications that this process already -

has been completed, or virtually so. Meanwhile,
the monetary gold stocks of the country keep mount-
ing, the credit summary for the week to Wednesday
night reporting a gain of $16,000,000 to $11,403,000,-
000. These fresh acquisitions are being sterlized, so
far as the credit situation is concerned. Currency in
circulation moved off $9,000,000 in the weekly
period, and this trend is in keeping with expectations.
Member bank reserve deposits actually decreased a
little but it is evident that requirements dropped
faster, for reserve deposits in excess of legal require-
ments are estimated officially at $2,190,000,000 up
$10,000,000 for the week.

Changes in gold certificate holdings of the 12
Federal Reserve Banks have been nominal ever since
the gold sterilization program was inaugurated, and
the current condition statement reflects a decrease
of $493,000 to $8,847,885,000. Specie and other
forms of cash increased and total reserves were marked
up $6,036,000 to $9,144,250,000. Federal Reserve
notes in actual circulation dropped $5,639,000 to
$4,160,199,000. - Total deposits with the 12 Banks
increased $17,050,000 to $7,230,178,000, the account
variations consisting of a fall of member bank reserve
deposits by $3,114,000 to $6,767,740,000 an increase
of Treasury deposits on general account by $30,205,-
000 to $162,357,000; a gain of foreign bank deposits
by $7,782,000 to $110,585,000, and a decline of non-
member bank deposits by $17,823,000 to $189,496,-

000. The reserve ratio remained unchanged at.

80.3%. Discounts by the System increased $462,000
to $3,045,000, but industrial advances were off
$352,000 to $23,230,000. Open market holdings of
bankers bill fell $10,000 to $3,071,000, while holdings

. of United States Government securities were un-

changed at $2,430,227,000.

Corporate Dividend Declarations

FEATURE of the current week was the favor-
able action on dividends taken by a number of
prominent corporations. Kennecott Copper Corp.
declared a dividend of 50c. a share on the common
stock, payable March 31; this compares with 30c.
paid Sept. 30 and June 30 last. Humble Oil & Re-
fining Co. declared a dividend of 3714c¢. on the com-
mon stock, payable April 1; previously regular quar-
terly dividends of only 25c. a share were paid; in
addition, however, extra dividends of 25c. a share
were paid Dec. 26 and Oct. 1 last. New England
Telephone & Telegraph Co. declared a dividend of
$1.75 a share on the common stock, payable
March 31; a dividend of $2 a share was paid Dec. 21
last, but prior thereto regular quarterly dividends
of $1.50 a share were paid. Lone Star Cement Corp.
declared a dividend of 75c. a share on the common
stock, payable March 30; previously regular quar-.
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terly dividends of 50c, a share were distributed, as
well as an extra of T5c. a share on Dec. 21 last.
Congoleum-Nairn, Inc., declared a dividend of 50c. a
share on the common stock, payable March 15, which
compares with only 40c. a share preyviously paid
cach three months; in addition, an extra of 25c. a
share was paid on Dec. 15 last. Allegheny Steel Co.
declared a dividend of 40c. a share on the common
stock, payable March 16, which compares with 25¢. a
share paid Dec. 28 last; 50c. a share paid Dec. 10
last, and 25c. a share each three months from
March 15, 1935, to and including Sept. 16 last.

- Parafine Companies, Inc., declared an interim divi-

dend of $1 a share on the common stock, payable
March 27; previously the company paid 50c. a share
quarterly and an extra of like amount on Deec. 23;
an extra dividend of 25c. a share was disbursed on
Sept. 26 last.

The New York Stock Market

ESPITE a certain degree of irregularity, price
trends on the New York Stock Exchange were
mainly upward this week. Movements were uncer-
tain in most sessions, and various groups of issues
suffered reverses. But the more indicative stocks
showed gains, especially on the basis of a rather pro-
nounced advance yesterday. Steel, base metal and
oil stocks were in greatest demand, and many issues
in these groups surged ahead to best levels of the
movement, which means best figures since 1930.
Activity in the steel industry is maintained at a
high pitch, which occasioned much of the buying
interest of related shares. Base metal prices ad-
vanced sharply, with the domestic copper price up
on Tuesday to 14c., a gain of a full cent, while lead
and zine prices also improved. These changes pro-
duced heavy inquiry for shares of mining companies.
The better position of the oil industry sent stocks
of such companies higher. There also was some
interest in industrial stocks generally, and a few
high-priced rail issues likewise advanced. Utility
shares were dull in most sessions. With the Gen-
eral Motors strike settled and wage increases an-
nounced almost daily in the automobile and other
industries, it is generally believed that capital-
labor relations can be adjusted more amicably than
in the recent past. Strenuous opposition to the Ad-
ministration effort to pack the Supreme Conrt
caused more comfort regarding the legislative situa-
tion. In general, the barometer of trade and indus-
trial activity motivated the stock market this week,
and the results were not unfavorable. Trading on
the New York Stock Exchange ran generally in’ex-
cess of 2,000,000 shares in the full sessions.

In the brief session last Saturday a general down-
ward tendency was apparent, largely on the basig of
week-end profit-taking. Steel and metal stocks suf-
fered more than others. Trading was resumed on
Monday to the accompaniment of reports of Wash-
ington conferences on the fugitive European capital
which is finding lodgment in the United States.
Apprehensions existed that special taxation of such
capital might expel a good deal of it and cause
beavy selling of stocks. This occasioned a waiting
atmosphere on the markets, and small losses were
recorded in most groups of stocks. Tuesday wit-
nessed pronounced strength in copper stocks, be-
cause of the price advance in the metal, and a sprin-
kling of gains appeared also among steel, motor and
oil stocks. The rest of the list was dull. Varia-
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tions were small on Wednesday, with rail issues
fairly firm, while modest declines appeared in most
industrial and utility issues. Resumption of specu-
lative interest in low-priced stocks was noted Thurs-
day, despite numerous warnings. It appeared that
no immediate action against foreign capital was
likely, and better demand was noted for many indus-
irial, metal and oil stocks. Utility issues remained
soft. The tendency yesterday was toward higher
levels in almost all groups, and a number of market
leaders advanced to best figures in recent years.
Steel, motor and other industrial stocks vied with
the metal and oil issues in this movement. There
was a small recovery also in utility shares.

The listed bond market was dull and irregular,

with a rally in the latter half of the week wiping

out losses sustained during the earlier trading.
United States Government issues varied only by
smallest fractions of a pomt Best-rated corporate
bonds dropped sharply in early trading of the week,
but recovered with equal speed as large institu-
tional buyers resumed their interest in the market.
Bankers reported improved distribution of available
new issues. In speculative bonds the trend was
generally higher, with railroad issues preferred.
Foreign dollar obligations were highly irregular.
Commodity markets continued to reflect the upward
trend that has been in evidence for a year. The
high level for grains attained last week was well
sustained. Base metals forged ahead at a rapid
rate, and these moves were reflected promptly in
the stock market. Foreign exchange dealings were
dull and not especially indicative of the actual po-
gitions, since the various large stabilization funds
are preventing the normal expression of supply and
demand. The opinion continues to prevail that a

further devaluation of the French franc may occur.
On the New York Stock Exchange 217 stocks
touched new high levels for the year while 134

stocks touched new low levels. On the New York
Curb Exchange 154 stocks touched new high levels
and 94 stocks touched new low levels. Call loans
on the New York Stock Exchange remained un-
changed at 1%.

On the New York Stock Exchange the sales at
the half-day session on Saturday were 1,371,060
shares; on Monday, 1,959,640 shares; on Tuesday,
2,221,110 shares; on Wednesday, 2,578,690 shares;
on Thursday, 2,131,250 shares, and on Friday,
2,725,230 shares. On the New York Curb Exchange
the sales last Saturday were 399,400 shares; on
Monday, 560,260 shares; on Tuesday, 610,455 shares;
on Wednesday, 667,320 shares; on Thursday, 623,600
shares, and on Friday, 792,550 shares.

The stock market for the week was dull and irreg-
ular. Profit-taking was precent early in the week
and price movements rather indecisive. Copper
issues on Tuesday, however, reflected fresh strength
on news of the increased price of the metal to 14c. a
pound as compared with 13c. a pound previously.
The new price became effective on the same day.
Low-priced rallway shares enjoyed fairly large gains
on Wednesday, with improvement most pronounced
among the steel, oil, metal and railway stocks on
‘Thursday. Yesterday the market evidenced rising
prices in most groups, with the more prominent
_issues attaining new high records for some time. As
compared with the close on Thursday a week ago,
prices are mostly lower. General Electric closed
yesterday at 61 against 62 on Thursday of last
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week; Consolidated Edison Co. of N. Y. at 4314
against 45; Columbia Gas & Elec. at 1815 against
17%; Public Service of N, J. at 49 against 5034;
J. I. Case Threshing Machine at 1651, against
17314 ; International Harvester at 103 against
10814 ; Sears, Roebuck & Co. at 9034 against 87%4;
Montgomery Ward & Co. at 633; against 61143;
Woolworth at 5734 against 58l%, and American
Tel. & Tel. at 1777 against 183. Western Union
closed yesterday at 7515 against 77 on Thursday
of last week; Allied Chemical & Dye at 236 against
2391 ; E. I. du Pont de Nemours at 17315 against
17534 ; National Cash Register at 355 against 36;
International Nickel at 7114 against 6514 ; National
‘Dairy Products at 241 against 2514 ; National Bis-
cuit at 3115 against 31; Texas Gulf Sulphur at 403/
against 417 ; Continental Can at 621} against 62343;
Eastman Kodak at 172 against 17434 ; Standard
Brands at 1514 against 1534 ; Westinghouse Elec. &
Mfg. at 15634 against 160; Lorillard at 2614
against 27; United States Industrial Alcohol at
395, against 4034 ; Canada Dry at 29 against 287;;
Schenley Distillers at 4614 against 4335, and Na-
tional Distillers at 2935 against 2734.

The steel stocks were irregularly changed for the
week. United States Steel closed yesterday at 113
against 1097 on Thursday of last week ; Inland Steel
at 123 against 12334; Bethlehem Steel at 9233
against 917 ; Repyblic Steel at 363 against 37, and
Youngstown Sheet & Tube at 8415 against 857%. In
the motor group, shares were more or less depressed.
Auburn Auto closed yesterday at 32% against 3334
on Thursday of last week; General Motors at 665
against 7034; Chrysler at 13115 against 134, and
Hupp Motors at 23 against 214. In the rubber
group, Goodyear Tire & Rubber closed yesterday at
4054 against 414 on Thursday of last week ; United
States Rubber at 59 against 57%, and B. F Good-
rich at 4134 against 40. The railroad shares enjoyed
further gaing this week. Pennsylvania RR. closed
yesterday at 443 against 4315 on Thursday of last
week ; Atchison Topeka & Santa Fe at 7473 against
767 ; New York Central at 453 against 44545 ; Union
Pacific at 13434 against 134; Southern Pacific at
5014 against 50; Southern Railway at 349 against
3434, and Northern Pacific at 32% against 32.
Among the oil stocks, Standard Oil of N. J. closed
yesterday at 7434 against 7215 on Thursday of last
week ; Shell Union Oil at 3434 against 30, and At-
lantic Refining at 341 ex-div. against 3434. In the
copper group, prices advanced on the strength of the
rise in the domestic price on the metal. Anaconda
Copper closed yesterday at 6135 against 5734 on
Thursday of last week ; American Smelting & Refin-
ing at 95 against 93, and Phelps Dodge at 58
against 5634.

Trade and industrial reports remain encouraging,
and they added this week to the buying interest in
stocks. Steel ingot production for the week ending
today was estimated by the American Iron and Steel
Institute at 81.6% of capacity against 80.6%. last
week and 51.7% at this time last year. Production
of electrical energy for the week to Feb. 13 was
reported by the Edison Electric Institute at 2,199,
860,000 kilowatt hours against 2,201,057,000 kilo-
watt hours in the preceding week and 1,952,476,000
kilowatt hours in the corresponding week of 1936.
Car, loadings of revenue freight for the.week to
Feb. 13 totaled 691,618 cars, according to the Asso-
ciation of American Railroads. This was a gain of
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16,592 cars over the preceding week, and an increase
of 60,523 cars over the corresponding week of 1936.

As indicating the course of the commodity mar:
kets, the May option for wheat in Chicago closed
yesterday at 136c. against 135l4c. the close on
Thursday of last week. May corn at Chicago closed
yesterday at 1077%ec. as against 109c. the close on
Thursday of last week. May oats at Chicago closed
yesterday at 4934c. as against 5054c. the close on
Thursday of last week.

The spot price for cotton here in New York closed
yesterday at 12.96¢. as against 13.17c. the close on
Thursday of last week. The spot price for rubber
yesterday was 20.74c. as against 21.53c. the close on
Thursday of last week. Domestic copper advanced
on Tuesday to 14c. a pound and closed yesterday at
that figure as against 13c. the close on Thursday of
last week.

In London the price of bar silver yesterday was
20 1/16 pence per ounce as against 2014 pence per
ounce on Thursday of last week, and spot silver in
New York closed yesterday at 443jc., the close on
Thursday of last week.

In the matter of the foreign exchanges, cable
transfers on London closed yesterday at $4.891% as
against $4.89 11/16 the close on Thursday of last
week, and cable transfers on Paris closed yesterday
at 4.651%5c. as against 4.6614c. the close on Thurs-
day of last week.

European Stock Markets

RICE movements were small and diverse this
this week on stock exchanges in the leading
European financial centers. Armaments increases
on an unprecedented peace-time scale and the costs
of the program subdued all markets. Occasional
periods of advancing quotations were reported at
London, Paris and Berlin, but they usually were
countered by declining levels in other sessions. The
most important single influence was undoubtedly
the British disclosure of plans to borrow £400,
000,000 within the next five years in order to hasten
the armaments program. This will mean an un-
balanced budget, of course, and the indications of
further increases in the enormous British national
debt were met by severe recessions in British funds,
which naturally carried other gilt-edged issues
downward as well. Other securities were well sup-
ported at London, although some evidence of a
freshened flow of funds to the United States again
appeared. Taxation increases are considered prob-
able in London, and the movement of capital to
other countries was stimulated partly by such ap-
prehensions. The French position remains uncer-
tain in almost every sense, for the business revival
failed to measure up to expectations, and fears of
further franc devaluations continue to manifest
themselves in a flight of capital. The German mar-
ket was quiet and alternately soft and firm. Inter-
national troubles show no signs of diminishing in
Europe, with the “little world war” lustily in prog-
ress in Spain, and all countries preparing for a gen-
eral struggle. In this situation it is hardly to be
expected that European capitalists will show great
confidence in European securities.

The London Stock Exchange started the week
with an active session, in which British funds de-
clined sharply while most other securities improved.
The gilt-edged list receded on the indicated loans of
£400,000,000 for armaments purposes. There was
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good buying, on the other hand, of aircraft, iron and
steel, electrical and other issues that might benefit
from -the rearmament program, Oil and metal
stocks were firm in the commodity group, while
rubber issues receded. Anglo-American trading
favorites drifted lower. Little interest was taken
in Tuesday’s trading in gilt-edged securities, but
movements were small. British industrial stocks
continued to move higher, and a favorable trend
was noted also in most international securities.
Copper stocks were especially active and higher, and
other commodity issues likewise gained. Market
enthusiasm was dampened on Wednesday by an-
other sharp sinking spell in gilt-edged obligations.
Small gains appeared in some of the industrial
stocks, while other drifted lower. Anglo-American
trading favorites improved, as did most of the metal,
rubber and other commodity issues. In quiet deal-
ings on Thursday, prices of British funds once again
were marked materially lower and a subduing influ-
ence was exercised on other departments. Indus-
trial stocks were not much changed, as the occa-
sional spurts quickly were dispelled by profit-taking.
Nor were there any important changes in interna-
tional issues or the commodity stocks. After a firm
start, gilt-edged issues drifted lower yesterday.
Metal stocks surged forward, and gains appeared
also in industrial stocks.

Declining quotations were the rule on the Paris
Bourse, Monday, largely because the mid-month
carryover rate was fixed at 8% against 614% at
the end of January. Rentes were marked lower
on the ground that borrowing by the French Treas-
ury will increase in cost under the current dispensa-
tion. French equities of all descriptions receded,
but some of the international securities moved
higher. Trading was on a small scale Tuesday, at
Paris, with the tone slightly improved in rentes.
French bank, industrial, chemical and utility shares ;
were irregular, and some uncertainty also marked -
the dealings in international securities. It was
rumored on Wednesday that the French Treasury
policy would be modified and gains of 1 to 2 points
resulted in rentes. Other sections of the market
also reflected the better spirit occasioned by these
accounts, and foreign securities conformed to the
pattern by declining. After a hesitant start on
Thursday, prices again improved a little on the
Bourse. Rentes showed fractional gains, and mod-
erate advances also appeared in most French equi-
ties. Some of the international issues came into
renewed favor. Rentes suffered further declines
yesterday, and other departments of the market also
were soft. _

Changes were quite unimportant in a dull session
on the Berlin Boerse last Monday, but the general
tone was favorable. Small advances were registered
in most specialties, and a few heavy industrial and
utility stocks also improved. Fixed-income securi-
ties developed a firm trend. There was no change
in the situation on Tuesday. Early uncertainty
gave way to a small final rally whieh left most
prominent stocks slightly higher for the session.
Gains amounted to a point or more in a few in-
stances. Fixed-interest obligations were stagnant.
Movements on Wednesday were irregular, with
heavy industrial stocks in quiet demand, while
chemical and electrical issues receded. A pause in
the issuance of loans for financing the four-year
plan of self-sufficiency occasioned a little optimism.
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Variations were mostly fractional on Thursday,
with advances slightly more numerous than the de-
clines. The heavy industrial group remained in

mild favor, but textile stocks were weak. Move-
ments were small and indecisive in a very quiet mar-
ket yesterday.

Armaments Competition

AGGARD for some years in its defensive meas-
ures, the British Government now has joined
fully in the armaments race that has attained dizzy-
ing speed in Europe and an only slightly lesser pace
elsewhere. With the rapid rearmament of all
European Powers plainly in mind, but without refer-
ence to any single country, British authorities have
announced in the last 10 days a breath-taking pro-
gram of military expansion. The first indication
was in the form of a request for authority to float
a loan of £400,000,000 over the next five years, to
augment the outlays of more than £1,000,000,000
from ordinary revenues that will be devoted to in-
crease of mnaval, air and land strength. This was
followed by publication of a White Paper in which
plans for the navy are outlined. The British pro-
gram is a most impressive one, and it raises prob-
lems not only for the European Powers, but also
for the United States and Japan. Study of the
American position already has been started in Wash-
ington, and after a conference on Thursday be-
tween President Roosevelt and naval experts it was
indicated that ways will be sought to stimulate our
naval program. dJapan is immersed in a govern-
ment crisis and not much has been heard from that
country regarding the naval problem. It may well
be surmised, however, that some serious doubts now
are being entertained regarding the wisdom of the
Japanese denouncement of the Washington naval
treaty.

Chancellor of the Exchequer Neville Chamberlain
went before the House of Commons, late last week,
and informed that body of the need to raise loans
up to £400,000,000 to augment the revenues allo-
cated for rearmament. Authority was requested to
float 3% loans due up to 30 years, with issuance
stretched out over the next five years. It is pos-
sible that part of the requirement will be obtained
from budgetary surpluses. An opportunity for de-
bate was promised, of course, but before the discus-
sion could start in the Commons the government
issued last Tuesday a White Paper outlining pro-
posals for naval construction and augmenting the
information on all defense costs. In the British
fiscal year beginning April 1, the British Govern-
ment proposes to lay down three new battleships,
in addition to the two just started, and to begin the
construction of seven cruisers and two aircraft car-
riers. Details of army and air force additions also
were presented, along with estimates of financial
requirements for the additions and the increased
personnel and material costs. Debate on the re-
quested authority to float £400,000,000 loans was
started Wednesday with a speech by Chancellor of
the Exchequer Chamberlain in which the House was
warned that “justification for the present course
lies in the unprecedented condition of the times.”
The program is directed against no Power or group
of Powers, he said, but the requirements are such
that even the £1,500,000,000 of contemplated arma-
ments expenditures might not suffice. Mr. Cham-
berlain deplored the accumulation of burdens and
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admitted a feeling of “disgust and shame for.a civ-
ilization which prefers to break its own back in-
stead of trying to settle differences by give and
take.” But peace, political appeasement and dis-
armament are not attainable by one Power alone,
he added. If circumstances should change and make
possible a reduction of the British program, that
course will be adopted thankfully by the govern- -
ment, he said. :

European Alliances

N A DOZEN different directions, European states-

men again busied themselves this week with
attempts to augment their political alliances and
strengthen the existing agreements for mutual aid
or protection in the event of war, British ideas on
the matter were made startlingly clear through the
hastening of the rearmament program and the obvi-
ous intention to rely upon British military strength
alone, and not upon allies. Central Europe remains
the real problem, of course, but there is no faintest
sign of a satisfactory answer. The German Am-
bassador to London, Joachim von Ribbentrop, con-
ferred at great length with British Foreign Office
officials lately, and all accounts agreed that the
German demand for restoration of colonies was dis-
cussed. = Assurances were given the House of Com-
mons, Monday, that the British Government has not
and is not contemplating any return of colonies to
the Reich. But no commitments were given as to
future policy, and it may have some significance
that a discussion in the House of Lords, Wednes-
day, brought forth a few expressions of sympathy
with the German lack of raw materials, Within the
Reich, the empression occasioned by the British re-
armament program was that an eventual show-down
will occur between the rich democracies and the
Fascist Powers.

Diplomatic conversations were carried on apace
all over the Continent of Europe. The Belgian Gov-
ernment started conversations with Berlin regard-
ing the Reich’s expressed willingness to safeguard
Belgian neutrality. Chancellor Hitler’s lieutenant,
General Hermann Goering, paid another visit to
Poland on Tuesday, for the usual combination of
hunting and diplomatic discussions. Leaders of the
Balkan Entente States of Yugoslavia, Rumania,
Greece and Turkey gathered at Athens last Monday
for a discussion of mutual problems, and it was
indicated that the recent Anglo-Italian accord on
the Mediterranean had mitigated the fears of
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