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READING COMPANY—Concluded

INCOME ACCOUNT
For Years.Ended December 31, 1936 and 1935

1936 1935 TOT o ATING 1N 1936 1935
RAI Y OPERATING REVENUES: AL OTHER OPERATIN =
Frﬁ'gﬁ: OF B Na o COME (brought forward) . e coceeeua $488,001.23 $541,072.12
Anthracite Coal: NET' RAILWAY OPERATING IN-
Prepared. o coeeeoeeeeeemem $15,181,106.19-$14,046,190.24 |.. " COME._ . . il iaiinsiiendansbuntnn $13,944,785.02 $12,562,359.61
Unprepared . s 651,178.09 504,948.16
Bituminous coal 10,678,677.63  9,761,483.78 | NONOPERATING INCOME:
Merchandise. - o e cewecceccacaaan 26,338,883.84 21,363,566.74 Miscellaneous rent inCome. . cawoeo.. $458,774.02  $649,872.17
D 2T 70 SO PR R 0L i R 3,8903,133.02  3,077,347.19 Miscellaneous nonoperating physical :
Excess baggage.w. ... 1,799.81 1,897.52 PRODOILY. o s i i AN L i S s 211,499.39 233,028.82
» Parlor and chair car... 5,127.57 5,148.81 Separately operated properties—Profit.. 11,197.95 18,651.20
.Y, €3 | MR i S 391,932.97 375,671.45 Dividend Income. . .o occocecacnax 423,397.93 . 609,999.97
B 5.1y e Y 454,579.18 418,560.00 Income from funded securities__.._..__ 877,108.26 843,984.35
Other passenger train 100,425.31 105,252.70 Income from unfunded securities and
MUK, i apniwienhuiadne 33,229.92 36,489.20 BCCOUNLE . . i s e e e s e 144,337.41 144,214.68
Switching . ___.__..____ 321,450.71 247,434.53 Income from sinking and other reserve
All other transportation 250,627.66 267,898.40 ¢ 0111701 DRI AU e S S AP 28,288.67 28,077.50
Incidental and joint facility. .- ...__.. 989,605.80  1,148,013.94 Miscellaneousincome. o v v v e ccceconn 12,479.91 12,297.63
TOTAL RAILWAY OPERATING
REVENUES.eeeimeeoeenmmnn $80,291,707.70 851,880,907 88 | TURAL, NONOPERRATING, TN~ o (ovibess6 $.5ab'isena
RAILWAY OPERATING EXPENSES:
Maintenance of way and structures. ... $4,469,125.08 $3,935,088.97 [ GROSS INCOME. .. cececmoconc- $16,111,868.56 $15,102,485.93
Maintenance of equipment . ... . 10,243,412.31  8,550,741.94 )
Traffic...oovu- 893,067.87 905,823.86 [ DEDUCTIONS FROM GROSS INCOME:
Transportation -- 22,185,755.86 20,037,574.89 Rent for leased 10adS. - o cvcveemncian. $3,255,779.56 $3,259,767.59
Miscellaneous operations.. . 226,420.87 226,458.91'|  Miscellaneous rents. - - ... 137,850.00 137,643.02
x General eXpenses. . - v o veeewnan- - 2,503,825.97  2,107,618.86 | - Migcellaneous tax accruals 169,144.86 176,166.99
Transportation for investment—Cr..... .. 3,402.87 11,162.52 | - Interest on funded debt. .o meoooeene 5,408,648.80  5,446,353.68
Interest on unfunded debt. ... _..._. 19,316.30 269.77
Sotsl Rattway Operatiog Bxpensed, - 340,518,305.00, 855,762, L8 T1 . b nrtisation of tastint o SA0AE] AobE 0, <7 87095 7,542.53
Ratio of operating expenses to operating ; Miscellaneous income charges. « - wou-. 598,686.92 360,569.20
TOVONUOH. e o o b s ST S b 68.34 69.61
Net Revenue from Railway Operations. ..$18,773,5652.61 $15,607,762.95 TOTAL DEDUCTIONS FROM
Rallway tax aCCruals v v m oo ce o cceeaea 5,316,768.82  3,586,475.46 GROSS INCOME...cceccaancs . $9,596,797. 38 $9,388,312.78
RAILWAY OPERATING INCOME.$13,456,783.79 $12,021,287.49 | NET INCOME . - - ooemeeae $6,515,071.18 .$5,714,173.15
OTHER OPERATING INCOME: s
Hire of frelght Cars—Neb... - - $470,787.18, ++ $834,011.84 | 2 TEORTTION OF i THCOME: s
Other equipment rents—Neb. . ....._. 84,647.14 121,609.55 Togarve fupds.is,iL s fiesdatons $44,402.00 $44,520.00
Joint facility rents—Net. . .cooooo. *76,383.09 86,451,231 - ooV TT T UTIRETASSRINNTE i :
E IN- INCOME BALANCE TRANSFERRED
T%l(‘)% ({’{‘E_f{-f)‘l?_fﬁt-’l-‘l-lrrf-"- $488,001.23  $541,072.12 TO PROFIT AND LOSS__......... $6,470,669.18  $5,669,653.15

x General expenses in the year 1935 was reduced by a credit adjustment of $379,058, in cancella.tlon of amount accrued in 1934 under the Federal
Rn.!lroad getlrenxlpent; Act, declas;'ed unconstitutional by the United States Supreme Court on May 6, 19

GENERAL BALANCE SHEET DECEMBER 31, 1936

ASSETS
INVESTMENTS:
Investment in road and equipment. ... .._...
Improvements on leased railway property.....-.-.--
Deposits in lieu of mortgaged property sold:

Securities. . uacieasias $2,598,407.00
Less company’s securi-
tleg il e ia sl

----$308,810,771.44

47,895,492.59

912,223.15

12,363,961.88

$369,982,449.06

INVESTMENTS IN AFFILIATED COMPANIES:

Total Investments. c - cceeicnmancceaneenmnonanas
CURRENT ASSETS:

Bpecinl QOpORIN. —o o .5 ta it L e e Caintbn
Loans and bills receivable.

Net balance receivable from agents and conductors.___.
Miscellaneous accounts receivable. .. cecocecccaoa o
Madterial and supplies- ..o coooanas
Interest and dividends receivable..
Other current assetS........

“"Total Current AsSetS. oo iiuideu sisionssonattbet

DEFERRED ASSETS:
Working fund advances. ... .siceisaniobonnsssass
Insurance and other funds....___..... $1,050,394.63
411,000.00

Other deferred 883688. e ccurccicrinioetdinermnmmnn

Total Deferred ASSetS.accceiiccmccanmnsnnnasns
UNADJUSTED DEBITS:
Rents and insurance premiums paid in‘advance.......
Discount on funded debta - o e ccccccaaa
Other unadjusted debit8a c v ccmmcccccccccccaaa

Total Unadjusted Debitse e cccccaccacncboaooao.
Securities issued or assumed—unpledged$4,655,250.00
Securities issued or assumed—pledged... 1,476,000.00

$46,015,668.96
12,310,702.06
2,000,000.00
6,650,856.86

$5,342,017.22
5,762,584.10
491,249.40
330,441.76

$11,926,292.48
$448,885,969.42

$8,676,377.50
718,282.53
58,207.48
1,226,447.11
'1,156,197.80
1,678,319.75
4,823,252.12
339,497.80
351.70

$18,677,023.79

$39,337.00

639,394.63
250,056.01

$028,787.64

$25,083.53
370,889.63
394,447.47

$790,420.63

Grand Total......- R cecscscacmmaranane $469,282,201.48

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

-LIABILITIES
Held by or
STOCK: Book Liability for Company
First preferred....... $28,000,000.00 $8,800.00 $27,991,200.00
Second preferred. ... 42,000,000.00 29,350.00  41,970,650.00
CoMmon.ccuiceaina 70,000,000.00 10,900.00 69,989,100.00
Total Stock....... $140,000,000.00 $49,050.00 $139,950,950.00
LONG-TERM DEBT:
Funded debt secyred
by mortgage...... $112,203,150.77 $6,544,800.00 $105,658.350.77

Funded debt secured
by stock collateral. .
Equipment trust obli-

24,295,000.00 1,637,000.00

22,658,000.00

CORPORATE SURPLUS:

gations. oo ceaa.. 4,871,000.00 “ 0l s liee 4,371,000.00
Total Long-Term ;
Debt il it $140,869,150.77 $8,181,800.00 $132,687,350.77
Grants in aid of construction. ... . ... .. ......  $1,576,573.17
CURRENT LIABILITIES:
Traffic and car-service balances payable... ... ... $1,996,730.60
Audited accounts and wages payable. e e oo no. 3,207,666.42
v Miscellaneous accounts payable. o e e e e comeeo. 924,936.33
Interest matured unpald. ..ol 1,737,223.76
Dividends matured unpaid. ... oo 8,128.17
Unmatured dividends declared. . oco.._. 1,119,597.50
Unmatured interest accrued. . .....oooc.. 499,529.63
Unmatured rents accrued 328,656.76
Other current liabilities. o oo oo oo coe oo cocccmnn 219,913.14
Total Current Liabilitles. . oo oo c o ceeeas $10,042,382.30
DEFERRED LIABILITIES:
Other deferred liabilitieS. o« - - moed s e ceeeee
UNADJUSTED CREDITS:
TaxUablllty: .. ioeeisitvaninawduigeiminen et (e
Insurance and casualty reserves :
Accrued depreciation—Road . v o v ccececrccnon
Accrued depreciation—Equipment
Other unadjusted credits_..... sesesesesa st me—— 556,997.26.
S I il
Total Unadjusted Credit8. oo eccecaans $84,190,092.66

Additions to property through income and surplus.... $97,309,706.49

Funded debt retired through income and surplus. ... 1,738,000.00
Total Appropriated SUrpIUS. o e ccccmcceemann $99,047,706.49
Profit and 103 credit balance. o oo veee oo cmmaeoon $1,586,571.36

Total Corporate Surplus......
Grand Total.

$100,634,277.85.
$469,282,201.48

EDWARD W. SCHEER, President.
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OR MANY .years past, but dramatically so
within the past half dozen years, a distesssingly
persistent growth of misunderstanding of the proper
functions of government has been in evidence. The
President’s letter to Congress accompanying the
report of his National Power Policy Committee and
the report itself, as well as the Wagner-Steagall
low-rent housing and slum clearance bill, both
featuring the Washington news of the past week,
are of course but two of the latest of a long series

attacks upon the judiciary, to turn the spotlight
fully upon the confused state of mind now existing
concerning the nature of governmental processes
themselves. As to the attacks on the courts, these,
let it be clearly understood, are by no means con-
fined to the intemperate, ill-natured, insincere
assaults of the President and his immediate aides—
assaults so obviously calculated to induce Supreme
Court justices to leave the bench that even legisla-
tion at this time providing for permissive retirement

of recent reminders of this
misunderstanding. The
two agricultural proposals
of the President were the
reminders last week. Next
week ,perhaps,weshall have
something else. This un-
fortunate conception of the
proper functions of govern-
ment, and the more ob-
vious results of it, have
often been subjects of anal-
ysis in these columns. To
these discussions it need
only be added at this
point that the more recent
proposals growing out of
this general philosophy
seem one after .the other
to be going to greater and
greater extremes in inject-
ing the deadening and
damaging hand of govern-
ment into the private af-
fairs and the business in-
terests of individual eciti-
zens.

These programs and pro-
posals of today, although
going farther than had ever
been dreamed of until a
very few years ago, really
have their roots in ideas
and practices that ante-
date the New Deal. Long
before we had ceased to
boast of rugged individual-
ism, we had instituted
systems of tariff and vari-

ous other forms of sub-’

sidies whose volume was
enormous, and while we
were yet paying rather
constant lip service to

Showing the Way

Several days ago a few hundred employees
in the Santa Monica, Calif., plant of the
Douglas Aircraft Co., Inc., called a “sit-down’’
strike. Upon continued refusal of the men to
leave the property the authorities on Thurs-
day obtained indictments on criminal charges.
While preparations were under way to place
those indicted under arrest, the usual melo-
dramatic threats of violence filled the air.

hen representatives of the strikers, sensing
the determination of the authorities, under-
took to negotiate terms upon which the men
would leave the plant they were met with the
following reply from the District Attorney:

‘“‘Nothing doing! My instructions were to
arrest 400 sit-down strikers, place them in jail
and demand $2,600 bond from each. Those
orders will be carried out.”’

Later during the same day the strikers find-
ing themselves surrounded and helpless be-
fore the police meekly surrendered and took
their places in waiting cells.

Early this week over one hundred ‘sit-
down’’ strikers were ejected by the authori-
ties: from the Groton, Conn., plant of the
Electric Boat Co. without difficulty, despite

. the usual threats of violence, and the plant

resumed operations on Wednesday.

When the union responsible for this strike
had the temerity to appeal to the Governor
of the State of Connecticut demanding with-
drawal of police protection from the plant
they met this firm response:

“There will be no ‘sit-down’ strikes in Con-
necticut while I am Governor.”’

The authorities in all too many of our
States and cities still remain distressingly
timid in the face of this type of lawlessness or
else unduly moved by maudlin sentimentality
about the possible suffering of lawless ele-
ments. The President, in the face of nation-
wide danger of an epidemic of such disturb-
ances, and despite the established fact that
the unions are making free use of his name
in most extraordinary ways in stirring up
trouble, still remains silent when a word from
him probably would bring an end to the

“whole situation.

But the Governor of Connecticut, the police
and other authorities in Santa Monica and
some other of our cities are following the lead
so admirably furnished by the Governor of
New Jersey recently, and in so doing are
showing the doubting Thomases how cour-
ageous and self-respecting public officials
deal with labor unions that flaunt their law-
lessness in the face of government.

upon full pay might well
prove to be unfortunate.
The contempt which law-
enforcing agencies, partic-
ularly in the State of
Michigan, have shown for
duly executed orders of
the courts issued in eon-
nection with obviously un-
lawful seizure and posses-
sion of other people’s prop-
ertyis at once an indication
of the progress subversive
ideas have made in recent
years and an invitation to
further disrespect for the
judicial branch of the gov-
ernment. When to all of
this is added the barrage

- of light-headed propaganda

that is now being laid down
upon the heads of the pub-
lic about the nature of the

‘process of government, not

only as exemplified in court
procedure but in many
other connections, we have
a situation that should not
be glossed over or taken
lightly. The sharp reac-
tion against the astounding
proposals of the President
for “packing” the Supreme -
Court shows clearly that
the rank and file have not
changed their views about
some things nearly so much
as many of the “advanced
thinkers” of the day had
supposed, but the situation

“as it stands today is none-

theless: a menace not only
to the business community
but to the Nation.

The demagogic campaign now being so assiduously

laissez faire we had developed a long list of control
and other similar measures that could not be recon-
ciled with the concepts upon which this country
was founded. That all these at their height bulk
small indeed by the side of the programs of today
bears eloquent witness to the lengths to which we
have now gone in our strayings from ancient doctrines
—gone perhaps without always fully realizing it.

Confusion of Thought About Government

It has, however, remained for the events and
discussions of the past few weeks, particularly the

pressed, by means of what is known as ‘“modern
propaganda,” to have it appear that an aroused and
enlightened people are having their will blocked at
all points by a court enslaved to “archaic’’ doctrines
or perhaps to vested interests is particularly vicious
and dangerous. Its claims are wholly without
warrant in fact since what the courts do, as any
school boy ought to know, is merely to accept the
laws that the people’s representatives have enacted
and apply them to specific situations as they arise.
It is dangerous because its natural, almost inevitable,
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effect must be to destroy in one degree or another
the very foundations of the administration of justice,
and indeed the whole system of -government by law
rather than by men. That judges are human beings,
that they do not always possess perfect wisdom,
and that in consequence their reasoning is not
always flawless is beside the point. As a matter of
fact much the larger part of the defects in the work
of the courts is to be traced directly to the appoint-
ment for political reasons of justices lacking in
the learning or the intellectual force required of
them by the work that they are called upon to do.
But the real defects in the operations of the system
are not the basis of current complaints. What dis-
turbs the “advanced thinkers” of the present genera-
tion is the fact that by and large the courts have
not been so captivated by “enlightened” doctrines
of the New Deal that they are willing to discard
fundamental concepts of jurisprudence which have
been generally accepted as just and reasonable by
practically everyone for decades and even centuries,
to twist statutes to mean something that they were
obviously never intended to mean, and to contort
plain phrases in the Constitution into patterns
suitable to New Deal needs.

How any intelligent man, after an inspection of
the record, can have any doubt that such is in fact

the case is hard to understand. Which of the recent

Supreme Court decisions, for example, would not
have been taken as a matter of course ten years ago?
Which of them would have occasioned surprise even
five years ago? The answer is of course that none

of them would. Who with the slightest acquaintance
with the facts (except the Secretary of Labor, who
expressed uncertainty on the question during the

General Motors strike) even now has any serious
doubts about the illegality of the so-called “sit-
down strike,” or of what is known as “mass picketing”
ag it is practised today? How, in the face of the
inexorable logic of John Marshall, can sincere and
informed men again raise the old question of the
right and duty of the Supreme Court to interpret
the Constitution and to express its official opinion
as to whether any given statute is in conformity

therewith ?
) Asgking the Courts to Amend

On just what ground has anyone the right to ex-
pect the courts to conclude that the Constitution
has a meaning foreign to its phrases, or to give it
an interpretation precisely contrary to that which
has been repeatedly given it by the courts in the
past and until recently has been almost unanimously
accepted? To the reformers the answer is not diffi-
cult. Their answer has been many times repeated in
the press, in official interviews and on the radio
during the past few weeks. It is that the people
themselves at the polls, particularly upon the occa-
sion of the election last fall, have indicated that
they desired these things to be changed. Have they?
Except in one specialized case neither they, nor their
elected representatives, have taken a single step
to repeal or modify the terms of the Constitution.
To ask the courts to modify the Constitution when
the people themselves have not asked it is certainly
 most extraordinary. To ask that they do so is, more-
over, fraught with far-reaching implications which
will not escape the thoughtful. Reduced to its final
terms such a demand is the equivalent of insisting
that the courts study election returns to determine
the direction and force of the political winds, and
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to dispose of cases before them accordingly. In fine,
it is asking that the judicial branch of the govern-
ment become wholly if not frankly political in the
management of its affairs. One and the same pro-
vision of the Constitution would under such a sys-
tem mean one thing when a “conservative” was in
office, and just the opposite when a “liberal” gov-
ernment was in control at Washington. What is
demanded is that the courts make a farce of the
whole idea of a written Constitution.

Yet a minority group in the Association of the
Bar of the City of New York in discussing this situ-
ation this week said:

1t ig clear that the crisis in the relationship of the legal
system to the demands of the public for legislation is a
judicial and not a constitutional crisis—that the personal
predilections of individual judges and not the terms of the
Constitution are obstructing the public demand for the kind
of government action it wants taken. The human beings
who chance presently to compose the majority of the court
threaten the continuity of that respect for the processes of
the court and of constitutional law which is indispensable
to the maintenance of our legal traditions. The permanence
of the court as an institution is being imperilled by its tem-
porary incumbents in office. It cannot, without grave dan-
ger to itself and to its essential social function—its func-
tion as a judicial tribunal—continue to frustrate, by mere
interpretations of vague phrases in the Constitution, the
considered judgment of the bulk of the electorate.

Lack of Candor
It seems to us that there is a lack of candor to
say the least in any demand that election returns,
no matter what they are, in a campaign in which
no constitutional issue is directly raised -and defi-
nitely joined ought for a moment to be taken into
consideration by courts of law when the meaning of
the Constitution is in question. The courts in the
nature of the case are powerless to frustrate “the
considered judgment of the bulk of the electorate”
—ecertainly any such majority of the electorate as
is claimed by the proponents of the New Deal—
since the Constitution itself provides for a definite
and over-riding expression of the considered judg-
ment of the “bulk of the electorate.” With this proc-
ess of amendment the courts have never attempted
in any way to interfere, never for that matter have
ever attempted to influence the electorate in the
formation of its judgment. The electorate has for
more than a century well known what the official
meaning of the Constitution is in the matters now
at issue. It was put on full notice long prior to the
clections last fall that these official interpretations

“would in the main be left unchanged by the Supreme

Court. No effort was made to test the will of the
people concerning appropriate amendments during
the campaign, and even today, for reasons best
known to himself, the President does not wish to
risk leaving the issue to the people themselves. It
is clearly the Constitution and not the courts that
stands athwart the path of the New Deal ; however,
the “grave danger” inherent in the existing situa-
tion is to be charged not against the Constitution
but against those who persistently refuse to place
the matter of amending the Constitution before the
people and instead, wholly without warrant, incite
popular resentment against those who, entrusted
with the interpretation of the Constitution, con-
tinue to insist that the Constitution means what it
has always been held to mean. |

The Functions of a Constitution

If the complaint is made that the process of
amending the Constitution is laborious. s'ow and
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uncertain, the obvious reply takes the form of a
question. What is the purpose of a Constitution if
not that of making certain that fundamental
changes in the form of government and in the essen-
tials of the governmental system will be made only
after mature reflection and a clear and unmistak-
able decision on the part of the whole people—in
short, that of prevé\nting hasty action in times of
great emotional strain and stress, perhaps at the
behest of some plausible but false leader who has
the gift of persuading the people into courses of
precipitate action against their better judgment?
A Constitution that could be altered with the ease
that an enactment of Congress can be changed
would obviously serve no good purpose. To argue
therefore that the present Constitution, having been
drafted nearly a century and a half ago and being
difficult to amend quickly, is a burden upon prog-
ress, or for this reason to assert that it ought for all
practical purposes be amended by the courts in
response to election returns, is to condemn the whole
system of government based upon a written con-
stitution of any sort.

In the Name of Democracy B

Not wholly unrelated to these questions are cer-
tain other strange doctrines being preached in the
name of democracy. The President, who was often
and justly accused during the campaign of last sum-
mer and autumn with Fascist leanings, has since
election day with characteristic political astuteness
repeatedly said much in praise of “democracy,” and
again and again re-asserted his helief that “democ-
racy” can meet the demands of modern times. He
has continued at the same time to make it clear that
in his opirion “democracy” can make itself effective
only by grants of extraordinary power to a central
government (himself), but has consistently taken
the position in effect that there is absolutely no con-
flict between the central idea of “democracy” and
such grants of power, provided only that they are
granted for limited periods of time and that at fre-
quent intervals those who enjoy such power are re-
quired to go before the people for approval. Little
wonder that the unthinking become hopelessly con-
fused in the presence of such specious pleas as this.
“Democracy” is a word to conjure with in this coun-
try. The attempt to sanctify policies and programs
wholly foreign to our traditions by labeling them
“democracy” must be put down as politically
“clever.,” But are they worthy of trust? Do they not
add to the existing confusion of mind concerning
the nature, the processes and the functions of gov-
ernment as these have always been understood in
this country?

There is no reason to grow metaphysical about
the nature of “democracy.” To dispose of this whole
argument it is only necessary to inquire just how
“democracy” (however defined) can be assured of
continued existence if it surrenders itself for a span
of years for nothing more tangible than a promise
of respect for its sovereignty at some future date.
A man is still a man if he places his head in the
mouth of a lion, but he runs grave risk of promptly
becoming little but a sad memory. The President
makes much of the honest ballot box. But how can
we be sure that anything of the sort will continue
to exist if we grant to any person powers so wide
that effective steps may easily be taken to “pack” or
even to destroy the ballot box? This danger is not
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to be lightly dismissed or thought of as applying
only in an academic way to some future date. It
exists in a very real way at this moment. As a mat-
ter of fact, this risk, which of course was assumed
four years ago, is already proving to have been
unwisely assumed.

Who can doubt that the tremendous majority of
the President last fall is in very substantial part
to be traced to his success during previous years
in persuading Congress to grant enormous subsidies
to many classes of people and to leave the allocation
of these funds in very large measure to the uncon-
trolled discretion of the President? Who is un-
aware that his source of strength in Congress is
in substantial measure derived from the fact that
Congress has placed at his disposal the financial
means wherewith he can at his pleasure reward or
punish its members? Thus the people, or at least
those who think realistically about these matters,
are finding that their own funds are being used to
perpetuate a regime in Washington, and to extend
still further its power. If the President finally
succeeds in “packing” the Supreme Court, his suc-
cess can be charged directly to the powers (financial
and other) that have already been granted him, If
in turn the Supreme Court is “packed,” the powers
of the President will again be immeasurably en-
larged. The concentration of centralized authority
thus grows like the proverbial snow-ball rolling
down hill. 'Who can say when it will reach a point
where the people themselves will lose all control of
it? It has already made appreciable progress in
that direction. :

Thus the President’s argument upon analysis is
found to be a plea to the effect that “democracy”
can “make itself effective” in modern times only by
ceasing to remain a real democracy, or at the very
least by running grave risks of losing its existence.
As a matter of fact the President really need mnot
give himself concern about either the continuance
of democracy in this country or about its effective-
ness. He himself furnishes about the only danger to
which it is exposed at the present time, and in our
opinion real democracy is of all types of government
the best fitted to deal with the problems of the
times. The situation in which such countries as
Germany and Italy find themselves at present
furnishes ample proof that dictatorships are mo
guarantee of anything desirable. All that our
democracy needs to do to make itself really effective
is to insist that the people shall govern themselves,
retire from the ambitious projects laid out by those
who have no patience with real democracy, and con-
fine its thought and effort to the making and enfore-
ing of such laws as are essential to protect each
citizen against the encroachments of other citizens,
which the present regime in Washington is not
doing. It is not to save democracy but a regime
that has little or no interest in true democracy that
effort is being made to “pack” the Supreme Court,
and it is precisely for this reason that these efforts
should not succeed. '

Corporate Dividend Declarations

IVIDENDS declared the current week again
were largely of a favorable nature, but there

were a few which may be considered in an adverse
light. North American Co. and Quaker Oats Co.
declared larger quarterly dividends than were paid
previously. New Jersey Zinc Co. declared an extra
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dividend of 50c. a share on the capital stock, and
Remington Rand, Inc., declared a special cash divi-
dend of 15c. a share, both of which are in addition
to the usual quarterly payments. American Crystal
Sugar Co. declared a dividend of $1.50 a share on
the common stock, payable March 15; this compares
with 50c. a share paid Jan. 2 last and Oct. 1, 1936.
Hazel-Atlas Glass Co. declared an extra dividend cf
$1.56 a share on the common stock, payahle April 1,
in addition to the regular quarterly dividend previ-
ously declared. It is becoming difficult to classify
some dividends as adverse or favorable since, on
account of the tax on corporate surpluses enacted
last year, some corporations have adopted the policy
of paying smallér amounts in the early part of the
year with the intention of distributing a larger year-
end dividend when the year’s profits are clearly dis-
cernible. However, the action of Eastern Gas &
Iruel Associates is of an unmistakably adverse
variety. This company declared a dividend of only
75c. a share on its 6% cumulative preferred ($100
par), payable April 1, 1937; previously, the full
amount of the dividend, $1.50, had been paid regu-
larly each quarter; the company stated that for the
past two years part of the dividend has been paid
cut of accumulated surpluses.

The New York Stock Market

TOCK prices moved in see-saw fashion this week
on the New York Stock Exchange, with levels

not much changed in most of the important groups
of issues. Modest recessions alternated with modest

recoveries, but the declines were somewhat more

pronounced than the gains. Speculative enthusiasm
plainly was on the wane, as corporate earnings re-
ports failed in many instances to bear out the expec-
tations that recent equity advances seemed to re-
flect. There was much concern, moreover, regard-
ing the speculative bulge in base metals, such as
copper, lead and zine. The shares of the producing
companies failed, in general, to move upward in line
with the advances of the commodities, for not all
chservers are convinced that the gains in the metals
are sound and well based. The New York markets”
were closed last Monday, in observance of Washing-
ton’s birthday, and some wild speculation in metals
on the London market that day did not disturb the
markets here. TForeign selling was reported in
progress from time to time, owing to the continued

‘perturbation in Washington regarding the flow of

funds to this side. Traders and investors were in-
clined to await further developments in all direc-
tions, for turnover on the New York Stock Exchange
dropped from nearly 3,000,000 shares on Tuesday
to less than 2,000,000 yesterday.

Dealings last Saturday were active. with steel

and base metal stocks in keen demand. Other

" groups tended to ease, on liquidation in advance of

the protracted closing. When the markets reopened
on Tuesday they were faced with reports of soaring
base metal prices at London and rumors of inter-
vention by the British Government to keep the move
within bounds. Copper was moved up to 15c. a
pound here, but no great-significance was attached
tc the increase. Copper shares moved off and soft-
ness also was the rule in steel, motor, oil, rail and
most other shares. Tendencies improved on
Wednesday, with steel and base metal stocks lead-
ing the recovery. Base metal stocks of the cheapest
variety showed the greatest activity, but high-priced
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stocks also were marked upward. Industrial issues,
railroad shares and utility stocks showed small
gains, while oil issues drifted lower. Profit-taking
prevailed on Thursday and some sizable declines
were registered in the previous favorites. Merchan-
dising and oil stocks moved higher, in contrast with
the rest of the market. The start yesterday was
uncertain, but a rally soon lifted quotations in rail
gtocks, and the utility issues.also were better.
Metal and steel issues declined.

In the listed bond market movements also were
gsmall and uncertain. . United States Government
securities were motionless until Washington re-
vealed on Thursday that March financing would be
restricted to refunding of $502,000,000 notes due
April 15. The indication that no new money would

be asked on the quarter date caused a small im- .

provement in quotations for outstanding issues.
High-grade corporate bonds were dull, and bankers
made little progress with distribution’ of available
new issues. Speculative bonds moved upward and
downward on successive days and showed little net
change. Polish issues fell sharply in the foreign
section on disclosure of a plan to discharge three
coupons on payment of 35% of face value. Com-
modity prices were erratic, with movements of the
base metals attracting much attention. -In general,
copper, lead, zinc and other metals advanced, de-
spite pressure at London. Grains and other agri-
cultural products fluctuated widely, with declines
more pronounced than gains. Toreign exchange
trading was dull, with the dollar firm throughout.

On the New York ©Stock Exchange 119 stocks
touched new high levels for the year, while 175
stocks- touched new low levels. On the New York
Curb Exchange 99 stocks touched new high levels
and 103 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 last were 1,484,730
shares; Monday was Washington’s Birthday and a
holiday ; on Tuesday the sales were 2,868,550 shares;

~ on Wednesday, 2,084,380 shares; on Thursday,

2,227,230 shares, and on Friday, 1,775,590 shares.
On the New York Curb Exchange the sales last
Saturday were 460,070 shares; on Tuesday, 861,393
shares; on Wednesday, 605,610 shares; on Thurs-
day, 994,625 shares, and on Friday, 776,328 shares.

The movement of prices in the stock market the
present week was mostly irregular. A halt in the
rise of steel and metal shares occurred on Tuesday
and was followed by a consistently lower trend for
the remainder of the list, selling pressure being very
pronounced. On Wednesday the market pendulum
swung in the opposite direction. Metal shares once
again reflected strength, and in turn influenced
prices of other shares. Trading for the day, how-
ever, was on a reduced scale. Dulness and irregu-
larity characterized Thursday’s session and after
early firmness some of the more prominent issues
turned from one to three points lower. Yesterday
the rallying powers of the market were invoked and
some groups inclined toward higher levels, while
steel and metal stocks turned lower. General Elec-
tric closed yesterday at 6014 against 61 on Friday of
last week; Consolidated Edison Co. of N. Y, at 43
against 4314 ; Columbia Gas & Elec. at 1715 against
1814 ; Public Service of N. J. at 473/ ex-div. against
49; J. I. Case Threshing Machine at 1601, against
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16515 ; International Harvester at 10315 against
103; Sears, Roebuck & Co. at 8954 against 903/ ;
Montgomery Ward & Co. at 6235  against 6334;
‘Woolworth at 577 against 5734, and American Tel.
& Tel. at 17614 against 1777. Western Union
closed yesterday at 7234 against 751 on Friday of
last week; Allied Chemical & Dye at 233 against
236; E. I. du Pont de Nemours at 17014 against
17314 ; National Cash Register at-3754 against 355;
" International Nickel at 71 ex-div. against 7114 ; Na-
tional Dairy Products at 2414 against 2414; Na-
tional Biscuit at 3234 against 3114 ; Texas Gulf Sul-
phur at 4114 ex-div. against 4034 ; Continental Can
at 6014 against 6214; Eastman Kodak at 1701,
against 172; Standard Brands at 1515 against 1515;
Westinghouse Elec. & Mfg. at 155 against 15634 ;
Lorillard at 2614 against 2614 ; United States In-
dustrial Alcohol at 3934 against 39%4; Canada Dry
at 28 against 29 ; Schenley Distillers at 4674 against
4615, and National Distillers at 307 against 293%.

The steel stocks at the close yesterday were lower
than the close on Friday of the previous week
United States Steel closed yesterday at 1107
against 113 on Friday of last week ; Inland Steel at
140 against 123; Bethlehem Steel at 9154 against
9235; Republic Steel at 347 against 363%, and
Youngstown Sheet & Tube at 8234 against 8415,
In the motor group, Auburn Auto closed yesterday
at 3134 against 323 on Friday of last week ; General
Motors at 6514 against 66%5; Chrysler at 12514
against 13114, and Hupp Motors at 21/ against 234,
In the rubber group, Goodyear Tire & Rubber closed
yesterday at 3834 against 4055 on Friday of last
week ; United States Rubber at 5634 against 59, and
B. F. Goodrich at 40 against 4134. The railroad
shares were mostly lower for the week. Pennsyl-
vania RR. closed yesterday at 437 against 443/ on
Friday of last week; Atchison Topeka & Santa Fe
at 757 against T473; New York Central at 45
against 4534 ; Union Pacific at 132 ex-div. against
13434 ; Southern Pacific at 5414 against 5015;
Southern Railway at 3214 against 3454, and North-
ern Pacific at 3115 against 32%;. Among the oil
stocks, Standard Oil of N. J. closed yesterday at
7214 against 7434 on Friday of last week; Shell
Union Oil at 3334 against 3434, and Atlantic Refin-

‘ing at 34 against 34%4. In the copper group, Ana-
conda Copper closed yesterday at 6495 against 6134
on Friday of last week; American Smelting & Re-
fining at 9534 against 95, and Phelps Dodge at 5684
against 58.

Trade and industrial reports remain comforting,
as a good rate of activity is being maintained.
Strikes in many industries are restraining produc-
tion, but sincere efforts are being made in most in-
stances to meet the demands. Steel ingot produe-
tion for the week ending today was estimated by the
American Iron and Steel Institute at 825% of
capacity against 81.6% last week and 52.9% at this
time last year. Electric energy production for the
week ended Feb. 20 was reported by the Edison Elec-
tric Institute at 2,211,818,000 kilowatt hours against
2,199,860,000 kilowatt hours in the preceding week
and 1,950,278,000 kilowatt hours in the correspond-
ing week of last year. Car loadings of revenue
freight for the week to Feb. 20 amounted to 714,884
cars, according to the Association of American
Railroads. This was an increase of 23,266 cars over
the previous week and of 128,397 cars over the corre-
sponding week of 1936.
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As indicating the course of the commodity mar-
kets, the May option for wheat in Chicago closed
yesterday at 131l4c. as against 136c¢. the close on
Iriday of last week. May corn at Chicago closed
yesterday at 107%4c. as against 107%ec. the close on
Friday of last week. May oats at Chicago closed
yesterday at 46l4c. as against 4934c. the close on
Friday of last week.

The spot price for cotton here in New York closed
yesterday at 13.27c. as against 12.96¢. the close on
Friday of last week. The spot price for rubber
yesterday was 21.85c. as against 20.74c. the close
on Friday of last week. Domestic copper closed
yesterday at 15c. as against 14c. the close on Friday
of last week. ‘

In London the price of bar silver yesterday was
20 3/16 pence per ounce as against 20 1/16 pence
per ounce on Friday of last week, and spot silver
in New York closed yesterday at 443/c., the close on
Friday of last week.

In the matter of the foreign exchanges, cable
transfers on London closed yesterday at $4.88 3/16
as against $4.89%% the close on Friday of last week,
and cable transfers on Paris closed yesterday at
4.647%c. as against 4.65%%c¢. the close on Friday of
last week.

' European Stock Markets

RRATIC movements were reported this week on
stock exchanges in the principal European
financial centers. After early uncertainty the trend
hardened at London and substantial recoveries were
noted in British funds. The issues of the British
Government declined for 10 days owing to the pro-
gram for increased armaments and the improvement
that finally developed this week cancelled only a
small part of the previous losses. On the Paris
Bourse the trend was persistently lower, with rentes
affected particularly. Trading at Berlin was color-
less at all times, and movements were small. The
international monetary situation remained domi-
nant in all the European markets, with a further
devaluation of the French franc now considered all
but inevitable, while much interest also is taken in
the measures that the United States Government
may take to prevent a further flow of what Presi-
dent Roosevelt calls “hot money” to this side of
the Atlantic. Sharp price fluctuations in base
metals supplied the occasion for speculation in
stocks of producing companies at London and
Paris. Advances in the metal quotations were
modified as rumors spread in London that official
steps might be taken to modify the speculation.
The finances of the German Government attracted
attention on the announcement, Tuesday, of still
another loan of 500,000,000 marks to refund short-
term obligations. Trade and industrial reports
from the leading European countries reflect continu-
ance of a good rate of activities, based in large part
on the programs of armaments increases.
Dealings were heavy on the London Stock Ex-
change in the initial session of the week, but the
tone was soft in most sections. British funds con-
tinued the slump occasioned by the huge armaments

- program, and other gilt-edged issues also softened.

In the industrial section good buying was noted of
iron and steel shares, and stocks of other companies
that may benefit from the arms expenditures, but
others receded. Anglo-American trading favorites
advanced, while oil stocks fell on reports of Mexi-
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can moves to hasten government control of the in-.
dustry there. Base metal stocks soared because of
advances in the commodities. After early softness
in British funds, Tuesday, these issues finally
staged a recovery and closed unchanged for the day.
Profit-taking developed in base metal shares, and
most industrial issues also declined. In the inter-
national gsection -losses were recorded in Anglo-
American stocks, while oil issues recovered.
Strength in gilt-edged issues featured the trading
on Wednesday, even though the gains were small in
comparison to previous losses. Most British indus--
trial stocks improved, and further strength was
noted in oil shares. International securities
attracted little attention. Renewed buying of gilt-
edged issues developed Thursday, partly because of
official support for the views of prominent econo-
mists that borrowing for the rearmament program
should not cost the British Treasury more than 3%.
Home industrial stocks and the commodity issues
were irregular, but Anglo-American favorites im-
proved. ' Gilt-edged issues resumed the advance in
quiet trading yesterday, but movements were uncer-
tain in other groups.

The Paris Bourse took an unsatisfactory turn as
trading started for the week on Monday. Rentes
were marked sharply lower, while French bank, in-
“dustrial and other stocks also suffered in a general
liquidating movement. Apprehensions regarding
the future of the franc were reflected by heavy buy-
ing of international securities and commodity
issues. The trend on Tuesday was downward in all
groups of issues, with the selling heavy at times.
Rentes suffered again, while losses appeared in
bank, chemical, coal, metal and foreign securities
as well. The sharp and general downward move-
ment was attributed to unloading by speculators.
The tone finally improved at the opening on Wednes-
day, and gains were recorded for the day in all
departments. The advances, however, were small in
comparison with the previous recessions. Rentes
showed fractional recoveries, and fair gains ap-
peared in French equities and international securi-
ties. After a good opening on Thursday, rentes
receded and some issues touched new lows for the
movement. Bank stocks and other equities also
~ declined, but quiet demand held quotations firm for
metal stocks and international securities. Rentes
moved slightly higher in a quiet session yesterday,

it : 73 :

but equities were dull. v

Trading on the Berlin Boerse was quiet last Mon-
day, with the main tendency toward slightly higher
levels. Bank stocks attracted a little buying, and
some of the heavy industrial issues also improved,
but chemical issues were soft. Fixed-interest obli-
gations were unchanged. Announcement of the new
500,000,000-mark loan depressed the German ex-
change on Tuesday, even though it was anticipated.
Leading speculative equities receded, with the excep-
tion of a few soft coal stocks. Movements were
small and inconclusive on Wednesday. Most of the
heavy industrial stocks drifted slowly downward,
but chemical and potash issues improved. No inter-
est was taken in fixed-income securities. Transac-
tions on Thursday were on a small scale, and even
some prominent issues were not quoted. Fractional
losses appeared in most stocks, but the advance in
world quotations for base metals impressed German
lar issues. Movements were small in a dull period
yesterday, with losses more plentiful than gains.
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German Standstill Extension

EPRESENTATIVES of credit institutions in
eight countries agreed at Berlin, last Satur-
day, to the extension for another year of the stand-
still arrangement covering credit lines to German
banks and large industrial concerns. The confer-
ence with the German debtors was the seventh held
since a program of careful liquidation first was
found necessary in 1931, and on the present occa-
sion only minor modifications resulted. The new
standstill year runs from Feb. 28, and at this time
it is estimated that the credits amount only to
approximately 1,000,000,000 marks against 1,567,
200,000 a year ago and more than 6,000,000,000
marks when the standstill first was found necessary.
British banks are understood to be concerned in
about half the remainder of the credits, for London
institutions were not inclined to take losses through
repayment by means of devalued external marks.
United States banks are estimated to be involved
still to the extent of 300,000,000 marks, while the
balance is scattered among banks in Holland, Swe-
den, Czechoslovakia, Switzerland, Belginm and
France. These frozen short-term credits still need
reduction, but it is obvious that the problem no
longer is such a pressing one, and it is to be hoped
and surmised that it will be reduced to nominal
proportions in another year or two.

In view of the preponderant British interest in
the remaining credits, representatives of institu-
tions in that country attempted to obtain a rapid
reduction. Difficulties were encountered, however,
and even after the British delegation quickly jour-
neyed to London for new instructions, not much was
accomplished in the way of fresh arrangements.
Several modest changes were made, however, accord-
ing to a Berlin dispatch to the New York “Times.”
It was agreed that certain unused credit lines may
be canceled in a greater degree than heretofore, with-
out foreign exchange transfers, and it was estimated
that this will reduce the total credits outstanding
by 63,000,000 marks. The Reichsbank, moreover,
will collect hereafter a license fee of $2.50 for each
100 travel marks purchased at the usual discount
from the official mark, and such revenues will be
placed in a special foreign exchange fund for the
liquidation of credits. It was estimated that some
$7,500,000 will be available annually from this fee.
In general, the creditors obtained only modest con-
cessions from the Reich authorities, despite the Ger-
man export surplus of 550,000,000 marks for 1936,
and the additional foreign exchange available

" Feb. 27, 1937

- through German shipping and other services. The

Reichsbank statements fail to disclose the dispo-
sition made of the available foreign exchange re-
sources, which leaves this department of German
finance quite as mystifying as other departments
have been in recent years.

Polish Dollar Debt

ESS than one year after the Polish Government
declared a complete suspension of transfers

on external debts, arrangements have been made for
payment in dollars of 35% of the amounts repre-
sented by three semi-annual coupons on four dollar
bond issues of the Polish Government, several pro-
vineial and municipal issues, and two guaranteed
bank obligations. This indicates a rapid recovery
in Polish economic affairs, for it is well known that
the rearmament program of the country is absorb-
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ing a good deal of the available gold and foreign
exchange resources. The arrangement for part pay-
ment of the debt service in dollars was announced
Wednesday by Adam Krzyzanowski, as head of a
delegation that conducted conversations on the
matter for several months with the Foreign Bond-
holders Protective Council, Inc. The latter organ-
ization issued a statement of its own in which the
course of the discussions was outlined carefully and
clear indications given that attempts to obtain bet-
ter terms were unsuccessful. The Council expressed
neither approval nor disapproval of the Polish pro-
gram, and it will plainly be necessary for the indi-
vidual holders of Polish bonds to decide upon

acceptance of the dollar payment or use of one or

another of several alternatives. If the dollar pay-
ment is regarded by the bondholder as insufficient
then new 3% 20-year funding bonds are to he made
available, while retention of the full .debt service in
blocked zloty accounts also will be permitted.

Default by Poland was announced in June, 1936,
and it was indicated at the time that only blocked
zlotys would be made available pending a change in
the economic situation. The default was attributed
to the decrease of Bank of Poland reserves to levels
held necessary for existing economic activity and
defense of the currency. In the statement now made
by the Polish delegation emphasis is placed on the
desire of the country to meet its obligations, but
it is noted with regret that only a modified pay-
ment can be offered in dollars on three coupons of
Polish Government, Province of Silesia, City -of
Warsaw, Land Mortgage Bank of Warsaw and Na-
tional Economic Bank bond issues. Moreover, the
right is reserved to withdraw on 90 days’ notice the
proposal for cash service of the final coupons on
each of the bond issues. The Foreign Bondholders
Protective Council notes these provisions and re-
marks that although the cash service is not so large
as the Council felt should be offered, and the inter-
est on the funding bonds is not so great as the
Council thought proper, the Polish Government has
affirmed that it is making its maximum effort. The
Council also revealed that the Polish Government
will make no discrimination whatsoever as among
the various classes of Polish external obligatiens,
this agreement plainlj implying that British and
other holders of Polish bonds will be offered mo
better terms that now have been offered American
investors in such issues. The period covered by the
present arrangement is short, and if world economic
improvement continues it is reasonable to hope that
better terms will be offered in the future.

Armaments and Alliances

UROPEAN diplomatic discussions were con-
tinued in several directions this week, to the

now usual accompaniment of ever mounting in-

creases of national armaments. The announcement
of vast British armaments expenditures over the
next five years reverberated in European chancel-
" leries, and it is expected that Germany, Italy and
other countries will review their programs and. per-
haps augment still further their extensive military
establishments. In debates at London the British
program continued to receive attention, but the
Members of Parliament raised no great objections
to the plan, particularly because government spokes-
men reminded the questioners of the 8,000,000 men
that Premier Mussolini boasts of being able to mobi-
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lize in short order, and of the German official glori-
fication of war. The unofficial comment in Ger-
many on the British program was none too friendly,
although the armaments increase on the basis of
self defense was held justifiable. Berlin reports
indicate that the Germans dislike the additions to
British armaments because of British obligations
to other countries under collective security. The
Italian press appeared to regard the British move
as aimed largely against Rome, and another period
of strain in Anglo-Italian relations seems to have
been inaugurated. This impression deepened when
Italian authorities took offense, Wednesday, against
British intentions to invite the former Emperor of
Ethiopia, Haile Selassie, to send a representative
to the coming coronation in London.

The initiative in diplomatic conversations, mean-
while, appears to rest with the German Government.
General Hermann Goering, lieutenant of Chancellor
Hitler, completed last Monday his visit to Poland,
which was reported in Warsaw to have been fruitful
in game but less so in a diplomatic sense. The
actual course of the discussions was not revealed,
however, and it remains significant that the Polish
Government now has moved in the direction of a
Fascist dictatorship modeled closely on the Italian
and German lines. The German Foreign Minister,
Baron Konstantin von Neurath, visited Austria last
Monday and Tuesday, ostensibly to revive the spirit
of the Austro-German accord reached last year.
The German official was greeted enthusiastically
by Nazi adherents in Vienna, but sourly by those
opposed to union with the Reich, and some difficulty
was encountered by the Austrian police in controll-
ing the crowds. Official results of this visit were
confined to establishment of a committee to further
cultural relations between the two German-speaking
countries. There is reason to believe that Germany
is continuing the effort to obtain a return of colo-
nies lost in the World War settlement, ‘but little
was heard on this score during the week.

Spanish Rebellion

ORE than seven months after the start of the
Spanish civil war, measures for non-interven-

tion that promise to prove effective were proclaimed
in force by the so-called neutral countries which
sent men by the thousands and immense supplies
to the warring factions. There were, of course,
many really neutral countries from the start, and
the real difficulty was to obtain the adherence of
Italy, Germany, Portugal and Russia to the hands-
off program. Under the guidance of the Non-Inter-
vention Committee of London, some 27 countries
agreed to place in effect at midnight, last Saturday,
embargoes on the shipments of “volunteers” and of
munitions to Spain. The further plan to throw a
cordon around the Iberian peninsula met fresh dif-
ficulties, however, and some question exists regard-
ing completion of the program by March 6, as
scheduled. Portugal objected to placement of a
great number of neutral observers on the Spanish-
Tortuguese frontier to control movements of mu-
nitions to Spain, and when the London committee

agreed to diminish the total of observers, France

promptly objected to the assignment of more observ-
ers to the Franco-Spanish frontier than will be
active between Portugal and Spain. Some difficulty
2lso was encountered with regard to the sea patrol
by neutrals, owing to Russian objections to alloca-
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tion of the stormy Bay of Biscay area to the Moscow
fleet. Apart from such matters, however, there is
no doubt of the distinct advance now made toward
neutrality, however late the moves may be.

Fighting between the Spanish loyalists and rebels
continues in the most bitter fashion, with Madrid
the objective. With a good part of the Southern
coast of Spain now in their hands, the insurgents
increased this week their attempts to close the road-
{from Madrid to Valencia and to hem tke capital in
from the south. A strip of the Valencia highway
fell into rebel hands last Monday, but the loyalists
quickly regained the territory. There were indica-
tions on Thursday of another rapid change in the
plans of the Fascist rebel leader, General Francisco
Franco. Insurgent troops were moved hurriedly to
the area just north of Madrid, and the battle for
the capital was resumed with increased intensity
from that side. In other sections of Spain the
loyalists appeared to be making headway. Oviedo,
in the north, which long has resisted the assaults
of loyalist miners, was reported in ruins and about
to capitulate. If the insurgents there go down to
defeat, large forces of loyalists will be released for
the defense of Madrid and the war thus will be
prolonged. Havoc again was created in Madrid by
the incessant. airplane bombings and artillery fire
of the insurgents, and heavy damage was caused in
Valencia by like tactics. A loyalist anti-aircraft
ghell fell on the British battleship Royal Oak,
Wednesday, at Valencia, and four men were injured,
but the British were said to regard this as an act
of God, and no protest was planned.

Japan and China

NDER cover of such spectacular recent events

as the kidnapping of the Chinese General-
issimo, Chiang Kai-shek, and the Parliamentary
criticism of the militarists in Japan, extensive
changes in the relations between Japan and China
apparently have been taking place. The degree to
which these matters are interrelated probably will
be made plain only in the future, but for the time
being it is noteworthy that a new spirit of concilia-
tion is making its way in the Far East.” Since East-
ern Asia is one of the greatest danger spots for
world peace, this is a most significant occurrence.
Tokio reports over the last week-end suggested that
the military and parliamentary authorities in Japan
had decided to bury the hatchet in the interests of
national harmony, but it was stated at the samc
time that a more reasonable and less war-like policy
would be adopted toward China. There was a par-
tial confirmation on Thursday, in the form of orders
for many military promotions and transfers, which
doubtless hide distinct alterations of policy. Chi-
nese measures also reflect a different state of
affairs. The Nanking Nationalist Government,
which long has been urged by Japan to engage in a
joint Sino-Japanese military campaign against the
Communist armies and areas of China, indicated
last Saturday that the Communist problem might be
settled by negotiation, without Japanese aid or inter-
ference. The Central Executive Committee of the
Nationalist party voted last Sunday to oppose Com-
munism “under China’s own efforts,” which appears
to bear out the general impression that Japanese
militarists are relaxing their pressure for control
of Chinese internal affairs. Differences of this

gitized for FRASER

aser.stlouisfed.ora/

Chronicle Feb. 27, 1937

nature are usually of high importance in Far East-
ern diplomacy.

Social Credit Measures

HERE is a satisfactory and instructive lesson
to be learned from several recent decisions
handed down by the Supreme Court of the Province
of Alberta, Canada, with regard to so-called Social
Credit legislation impairing the obligations of con-
tracts. The court held that the arbitrary and uni-
lateral debt and interest reduction schemes of the
regime headed by Prime Minister William Aberhart
invaded the prerogatives of the Federal Parliament
of Canada, as provided in the British North Amer-
ica Act, and on'this ground the laws were held un-
constitutional. The lesson afforded by these find-
ings is to be found in the parallel afforded by hasty
and ill-considered legislation in the United States
and the adverse rulings by the Supreme Court on a
number of the measures. It will be interesting to
observe whether laments regarding the powers of
the courts and proposals for reform of the judiciary
now will emanate from the political authorities of
Alberta as they have been emanating from Wash-
ington of late.

The Albera Supreme Court handed down late last
week its first adverse opinion regarding certain
financial measures of the Social Credit regime.
The Reduction and Settlement of Debts Act, passed
by the Legislature last September, was swept aside
as contrary to the defined authority of the Prov-
ince. This measure related to private debts, which
it classed as old obligations incurred before July 1,
1932, and new debts contracted after that date. The
measure stipulated that all recent debt service
should be applied, in the case of old debts, to reduc-
tion of the principal and the remaining figure made
payable in 10 years without interest, while on new
debts the interest rate was reduced summarily to
5%, with a provision that all payments heretofore
made in excess of that figure should be applied to
reduction of the principal. It is interesting to note
that the Alberta authorities promptly countered
with passage last Tuesday of a bill for a 60-day
moratorium on private debts, with various classes
of obligations exempted. But the Social Credit
authorities of Alberta received on Tuesday another
rebuff from the Supreme Court of the Province, in
the form of a ruling that legislation reducing the
interest on Provincial obligations also is unconstitu-
tional. The Provincial Securities Interest Act, as
the measure was called, came into effect June 1,
1936, and it provided in general for halving of the
contraeted rates of return on Alberta obligations.
Whatever expedients the irresponsible Social Credit
regime of Alberta may employ, it is evident that the
court views matters differently, and holders of
Alberta Province obligations and creditors of Al-
berta citizens have much to be thankful for in that
connection. '

Foreign Money Rates

N LONDON open market discount rates for short
bills on Friday were 9-169, as against 9-16%, on
Friday of last week, and 9-16@249, for three months’
bills as against 9-16@34% on Friday of last week.
Money on call at London on Friday was %4%. At
Paris the open market rate remains at 4149, and in
Switzerland at 114%.
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Discount Rates of Foreign Central Banks

HERE have been no changes during the week in
the discount rates of any of the foreign central
banks. Present rates at the leading centers are

shown in the table which follows:
DISCOUNT RATES OF FOREIGN CENTRAL BANKS

Rate in
Effect
Feb. 26

Argentina..| 3
Austria_ ...
Batavia ...

Pre-
Date vious
Established | Rate

Mar, 11936
July 10 1935
July 11935
May 15 1935,
Aug, 15 1935,
Mar, 11 1935
Jan, 24 1935
July 18 1933

Jan, 11936
Jan, 2 1937
Oct. 19 1936
June 30 1932
Sept. 25 1934
Dec, 41934
Jan. 28 1937
Sept. 30 1032
Jan., 4 1937

Rate in
Effect
Feb. 26

Couniry Country

Date
Established
Dec. 2 1936

Holland ...
Hungary...

Ireland. ... June 30 1932

14 |[May 18 1936/
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N
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Colombla. .
Czechoslo~
vakia ...
Danelg._ ...
Denmark ..
England. ..
Estonla....
Finland
France ....
Germany ..
Greece ...

Jugoslavia .
Lithuania. .
Morocco......
Norway ...
Poland.....
Portugal. ..
Rumania ..
South Africa
Spain

Sweden..... .
Switzerland

July 11936
May 28 1935
Dec. 51936
Oct, 251933
Dec. 13 1934
Dec. 7 1934
May 15 1933
July 10 1935
Dec.' 11933
Nov. 25 1936!
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Bank of France Statement

HE statement for the week of Feb. 19 showed a -

. further loss in note circulation of 549,000,000
francs, which brought the total of notes outstanding
down to 85,380,864,325 francs. A year ago circu-
lation aggregated 79,716,663,600 francs and the year
before 81,917,180,810 francs. The Bank’s reserve
ratio is now 55.369,, compared with 71.17%, last
year. French commercial bills discounted rose
101,000,000 francs and creditor current accounts
458,000,000 francs. Gold holdings again showed no
change, the total remaining at 57,358,742,140 francs,
in comparison with 65,437,493,937 francs the corre-
sponding period a year ago. The item of advances
against securities showed a decline of 62,000,000
francs, while credit balances abroad, bills bought
abroad and temporary advances to State remained
unchanged. Below are the figures with comparisons
for three years:
BANK OF FRANCE'S COMPARATIVE STATEMENT

Changes

- Jor Week Feb. 19, 1937 (Feb. 21, 1936 |Feb. 22, 1935

Francs Francs Francs Francs
No change(57,358,742,140|65,437,493,937(82,039,743,324
No change 14,245,645 24,117,134 9,894,353

101,000,000 7,936,549,814| 9,340,337,526| 3,998,436,823
No change| 1,309,189,873| 1,303,393,562 950,772,583
—62 .000 ()00 3,593,752,483| 3,229,988,632| 3,079,735,516
-549,000,000/85,380,864,325(79,716,663,600/81,917,180,810
+458, 000 000|18,227,810,770(12,227,930,288/19,946,246,133

No change|19,772,095,857
+0.056% 55.36%

*Gold holdings.
Credit bals. abroad.
aFrench commercial
bills discounted. .
b Bills bought abr'd
Adv, agalnst securs.
Note circulation. ...
Cred. current accts.
< Temp. advs. with-
out int. to State. .
Propor'n of gold on
hand to sight liab. 80.54%

a Includes bills purchased in France. b Includes bills discounted abroad. ¢ Rep-
resenting drafts of Treasury on 10-billion-franc credit opened at Bank.

* Gold holdings of the Bank were revalued Sept. 26, 1936, in accordance with de-
valuation legislation enacted on that date. Immedlntely following devaluation,
10,000,000,000 francs of the Bank's gold was taken over by the French stabilization
tund but it was announced a few days thereafter that 5,000,000,000 francs of the
gold ‘had been returned to the Bank. See notatlon to table “Gold Bullion in Euro-
pean Banks,' on a subsequent page of this issue.

Note—*“Treasury bills discounted’ appeared in blank in the stutement of Sept. 25,
as all of these bills had matured and have since been transferred to the account
“Temporary advances without interest to the State.”

Bank of England Statement

HE statement for the week ended Feb. 24 showed

a gain in gold holdings of £160,659, which
raised the total to £314,333,820, in comparison with
£201,356,673 a year ago. Circulation rose £1,-
730,000 and, together with the rise in gold holdings,
resulted in a contraction of £1,570,000 in reserves.
Public deposits decreased £11,423,000 and other
deposits increased £11,086,477. Of the latter
amount, £9,867,930 was from bankers’ accounts
and £1,218,547 from other accounts. The Bank’s
reserve ratio is now 39.109%; last week it was 40.10%
and a year ago 40.85%. Loans on Government
securities increased £1,915,000, while those on other
securities decreased £661,324. The latter consists
of “discounts and advances” and ‘‘securities” which
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fell of £552,954 and £108,370, respectively. The

discount rate remains unchanged at 29,. Below we

show the items with comparisons for several years:
"BANK OF ENGLAND'S COMPARATIVE STATEMENT

Feb, 27, Feb. 28, | March 1,

Feb. 24, Feb. 26,
1937 1936 1935 1934 1933

£ £ £ £ £
455,068,000(399,881,409(377,437,751|367,402,301|359,284,058
12,971,000, 8,823,334| 19,353,412| 32,102,016/ 26,440,988
138,295,001(141,646,616(136,233,189|127,941,782|139,016,288
100,419,121(106,189,421| 95,518,851| 90,278,734|104,474,124
37,875,880| 35,457,195| 40,714,338; 37,663,048| 24,542,104
85,043,231| 82,105,001 82,421,044| 75,648,981| 86,500,258
25,187,823| 25,126,851 15,783,958] 18,027,719| 30,507,949
Disct. & advances.| 4,914,419| 10,998,547 5,804,612| 11,964,868
Securities 14,128,304 12,223,107 18,543,081
Reserve notes & coin| 0| 61,475,174 84,600,284| 66,732,678
Coin and bulllon . . .. .|314,333,820(201,356,673|193,060, 880 192,002,585(150,966,736

Proportion of reserve|
39.109, 40.85% 48.60% 52.86% 40.3%

Circulation. _
Publie deposi

Bankers' accounts.

Other accounts. ...
Governm't secur’ties|
Other securities

to labilities
Bank rate 29, 2% 2% 2% 2%

Bank of Germany Statement

HE statement of the Bank for the third quarter of

February showed an increase in gold and bullion
of 142,000 marks, the total of which stands now at
67,082,000 marks, in comparison with 73,610,000
marks a year ago. The reserve ratio, at 1.68%, com-
pares with 2.109, last year and 2.549, the previous
year. Reserves in foreign currency, bills of exchange
and checks, and investments decreased 60,000 marks,
196,363,000 marks and 399,000 marks, respectively.
A loss was also recorded in notes in circulation of
132,000,000 marks, which reduced the total to 4,328,-
080,000 marks. Circulation a year ago aggregated
3,756,462,000 marks and the year before 3,323,145,-
000 marks. An increase appeared in advances of
2,216,000 marks and in other daily maturing obli-
gations of 50,674,000 marks. Below we furnish a

-comparison of the various items for three years:

REICHSBANK'S COMPARATIVE STATEMENT

Changes
Jor Week

Reichsmarks

Feb. 22, 1937|Feb. 22, 1936|Feb. 23, 1935

Reichsmarks | Reichsmarks
67,082,000 73,610,000 80,066,000
n18 031,000 20,220,000 21,397,000
—=60,0 5,553,000 5,372,000 4,606,000
—196,363,000(4, 213 405,000|3,523,844,000|3,258,565,000
a248.776.000| 260,782,000 4
+2,216,000 48,333,000 44,484,000
—399,000| 524,231,000/ 663,973,000| 755,455,000
a878,673,000| 716,431,000 672,043,000

—132,000,000|4,328,080,000(3,756,462,000|3,323,145,000
+50,674,000| 781,980,000| 642,371,000( 834,335,000
a364,957,000| 272,859,000 293,800,000

1.68% 2.10% 2.54%

Assets— Relchsmarks..

Gold and bullion

Of which depos. abr'd
Reserve in foreign curr.
Bills of exch. & checks...
Silver and other coin. ..

Liabilities—
Notesin circulation.. ..
Other daily matur.oblig
Other liabilities
Propor'n of gold & for'n
curr. to note circul’'n..

a Figures of Feb. 8; latest avallable.

New York Money Market

OTHING occurred this week to disturb the
surface of the New York money market.
Rates were unchanged in all departments, with
little business done. It would appear that all
preparations have been made by the large banks
for the increase of reserve requirements to take
effect next Monday, but whether money market
rates will continue unchanged in the light of the
actual experience remains to be seen. Bankers’ bill
and commercial paper rates held this week, with
indications that the supply is increasing slightly.
The Treasury sold late last week an issue of $50,-
000,000 discount bills due in 273 days, and awards
were made at an average figure of 0.386%, com-
puted on an annual bank discount basis. Call
loans on the New York Stock Exchange held to 1%

for all transactions, while time money remained

available at 114 % for all maturities to six months.

New York Money Rates

EALING in detail with call loan rates on the
Stock Exchange from day to day, 1%, was the
ruling quotation all through the week for both new
loans and renewals. The market for time money is
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still at a standstill, no transactions having been
reported this week. Rates continue nominal at
1149, for all maturities. The market for prime com-
mercial paper has been very active this week. Paper
is abundant and there has been no let up in this
demand. Rates are 349, for choice names running
from four to six months and 19, for names less known,

Bankers’ Acceptances

HE market for prime bankers’ acceptances is un-
changed. Prime bills have been in moderate
supply and the demand has been good. Rates are
unchanged. Official quotations as issued by the
Federal Reserve Bank of New York for bills up to
and including 60 days are 5-169, bid and 149, asked;
three months, 349 bid and 5-169, asked; four
months, 7-16%, bid and 349, asked; for five and six
months, 549, bid and 149, asked. The bill-buying
rate of the New York Reserve Bank is 149, for bills
running from 1 to 90 days, 3/% for 91- to 120-day
bills and 19, for 121- to 180-day bills. The Federal
Reserve Bank’s holdings of :acceptances increased

~ from $3,071,000 to $3,083,000. Open market dealers

are quoting the same rates as those reported by the
Federal Reserve Bank of New York. The rates for

open market acceptances are as follows:

~—180 Days— ~——150 Days— ——120 Days—
Bid Asked Bid Asked Bid Asked
Prime eligible bills. 5% ¥ % % 16 %
—=—60 Days~— ——30 Days—
Bid Asked Bia Asked
Prime eligible billa % Si6 X 516 X

FOR DELIVERY WITHIN THIRTY DAYS "

Eligible ber banks. % bid
Eligible non ber banks.. % bid

Discount Rates of the Federal Reserve Banks
HERE have been no changes this week in the
rediscount rates of the Federal Reserve banks.
The following is the schedule of rates now in effect
for the various classes of paper at the different

Reserve banks:
DISCOUNT RATES OF FEDERAL RESERVE BANKS

Rate in :
Federal Reserve Bank Effect on Date
: Fed. 28 Esiablished

Feb. 81934 -
Feb. 21934
Jan, 17 1935
May 11 1936
May 9 1935
Jan 14 1935
Jan, 19 1935
Jan, 381935
May 14 1936
May 10 1935
May 819356
Feb. 16 1934

. Previous
Rate

Boston.
New York

ke d-.
Atlanta.

Oht
§t. Louls

(1Y)
PNENN

NN

B9 B 13 1O BO B3 BO O =4 1O =i N
B9 RO RO O RO O RO RO RO XD

Course of Sterling Exchange

TERLING and the entire foreign exchange market .

are rather dull. There is some feeling of un-
certainty resulting from discussion in Washington of
the formulation of regulations to curtail the inflow
of foreign funds. At present the demand for the
dollar is apparently greater than that for sterling,
due largely to the increase in prices and demand for
many materials required by the armament expansion
The demand for dollars is at
present intensified by the movement of foreign funds
to the United States which though somewhat dimin-
ished in the last week or more is still of considerable
proportions. In other parts of the world there is a
demand for sterling which offsets to a great degree
the demand for dollars. -

The special influences now affecting sterling ad-
versely with respect to the dollar- counteract normal
seasonal trends which usually give firmness to the
pound from about the middle of January to the middle
of September. It seems not unlikely, that should
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rearmament requirements for copper, lead, zinc, and
other materials continue throughout this period of
normal firmness for sterling and should the flow. of
foreign funds to this side continue unabated, com-
bined with the growing adverse British trade balance,
the effect would be to neutralize even the increased
demand for exchange on London, which should
develop with the tourist season. For the last few
years Great Britain received by far the major share of
American tourist traffic, and a still greater volume of
tourist expenditures there is to be expected owing to
the coronation of George VI. Despite adverse
factors affecting the foreign exchanges, rates are
kept steady through the cooperation of the exchange
equalization funds. The range for sterling this week
has been between $4.8854 and $4.8934 for bankers’
sight bills, compared with a range of between $4.8914
and $4.89 13-16 last week. The range for cable
transfers has been between $4.88 11-16 and $4.89 7-16
compared with a range of between $4.89 5-16 and
$4.897% a week ago.

London ‘dispatches state that foreign exchange
brokers there began to quote their rates in decimal
points instead of fractions in an effort to recapture
exchange business lost to Paris and other Continental
centers which had been quoting finer rates than in
London. It is too soon to know whether or not this
revised procedure will increase the London turnover.
It seems doubtful if the change in method will have
any appreciable effect.

The discussion of “hot money” here and the prob-
able taxation of foreign funds seems hardly likely
to cause a permanently retarding effect on the
movement of funds to this country for investment.
It would seem that the Washington authorities are
not likely to take such a radical stand as to cause
a precipitate outflow of capital from the United
States, or to take any measure which might seriously
retard the investment of foreign funds here.

Commentators seem agreed that if an American

~ tax is placed on foreign security dealings, the purpose

will probably be not to drive out funds, but to supply
revenue. Under these circumstances an equitable
tax on capital gains would be one imposed on for-
eigners and Americans alike at a moderate flat rate
designed to produce the maximum revenue with a
minimum disturbance to stock and bond trans-
actions. Under the present law, foreigners have an
advantage over domestic investors as they are not
subject to tax oun capital gains, if not otherwise
engaged in business in the United States.

On Friday of last week a committee of the Amster-
dam Bourse sent a cable to the United States Govern-
ment drawing attention to renewed reports concern-
ing the imminent taxation of foreign investments.
It stated that these reports have created great
apprehension in Holland. The committee pointed
out that for more than 150 years the Dutch have
directed a large part of their savings to America, and
stated that it would be a source of regret if, owing
to an apparently temporary and purely technical
situation, new special taxes should be imposed on
foreign investments and the Dutch be thus penalized
for their traditional confidence in the United States.

During;the past few years an exceptionally large
proportion of Dutch funds have come to the New
York market. The Dutch Government let it be
known that it was not prepared to support the protest
being made by the Amsterdam Stock Exchange com-
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mittee until such time as definite American proposals
should be available.
Informed opinion-in Amsterdam and in other

markets seems to be doubtful that a tax would bar

foreign capital, asserting that a levy on funds from
abroad by the United States will not strike at the
source of the movement, which is due chiefly to
European unrest, and that demand for American
gecurities will continue so long as such fears persist.

Professor Oliver M. W. Sprague, who has taken
part in the studies of the problem uncertaken by the
Treasury and Reserve Bank authorities, said in a
shipside interview on Wednesday:

“I should doubt whether foreign money invested in
United States securities would be withdrawn in large
volume in a brief period. The chief significance of

foreign money in the United States is that it tends to

weaken the position of the country from which it
comes.”’ ,

Questioned whether increased taxes on foreign in-
vestments would stop the flow of foreign money to
the United States, Professor Sprague said: ‘“There
was a 109, tax on dividends and investments of for-
eignersin thiscountry included in the last revenue Act
which, I feel, is partially effective. I see no objec-
tion to imposing some obstacles on foreign money if
these obstacles can be made effective. The inflow
of funds to the United States is speculative or fright-
ened money principally and is of no particular ad-
vantage to us or to the foreign countries from which
they come. We have sufficient funds here for our
needs.”

Commerce Department studies of foreign funds

here as of the end of 1935 show that the greater part
of these funds were placed in permanent investments,
that they came here before the present upturn in
earnings, and that by far the major part of the foreign
funds here have been a permanent characteristic of the
American market since long before the war. The
" Commerce Department placed at $5,035,000,000 the
sum of foreign long-term investments at the end of
1935 in American stocks and bonds and other ‘“direct
investments.” The same report stated that existing
private long-term investments of American capital in
foreign countries totaled $12,630,000,000. In 1935
the total of interest and dividends paid by United
States companies to foreigners was $146,000,000.
Payments on similar accounts by foreigners to
Americans were $521,000,000.

More recent Washington studies place the total
foreign investments in this country now at between
$7,500,000,000 and $8,000,000,000, of which $6,000,-
000,000 or $6,500,000,000 consists of long-term in-
vestments and about $1,500,000,000 of short-term
balances. Before the World War foreign investmentg
here were estimated at about $6,000,000,000.

In Great Britain a vast amount of foreign capital
has accumulated since 1932 and hasbeen largely rep-
resented by gold which found its way into the Bank
of England or into the vaults of the great London
banks. These accumulations were largely responsible
for the frequent .occasions on which sterling was
quoted above $4.90 before the conclusion of the
tripartite currency agreement. Much of this money
is believed to be employed in the short-term market
and in government and other gilt-edged securities.
The presence of these funds seems to give London no
concern, ' :
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. However, the British authorities have long been .
opposed to the extension of foreign credits by British
nationals. It is understood that only a few days ago
the British Treasury requested insurance and in-
vestment trust companies not to make further invest-
ments in the United States. This attitude is not
related to American plans for checking the flow of
foreign funds to the United States. It has long been
the policy of the British Treasury to discourage ex-
cessive investments in the United States or loans
abroad. Last May the Treasury refused to allow
the formation of a fixed trust confined to dollar
securities and banned the listing of new American
securities on the London Stock Exchange. The
British purpose in curbing foreign loans and invest-
ments has been in pursuance of its policy to maintain
easier money rates and to make British-owned funds
available to expanding domestic industry.

The present attitude of London is more favorable
to the extension of credits in directions helpful to
British export trade. Mr Walter Runciman showed
a few days ago that Great Britain’s balance of in-
ternational payments for 1936 including visible and
invisible items showed a deficit of £19,000,000, which
he regarded as negligible. Present pressure against
the pound is indicated by the fast that the visible
import excess amounted to £340,000,000. For 1935
Great Britain had a surplus of £35,000,000 in its
balance of international payments.

London open market money rates continue un-
changed from recent weeks, except that the long
maturity is up 1-32. Call money is in supply at
149,. Two- and three-months’ bills are 9-16%, four-
months’ bills 19-32%,, and six-months’ bills are
11-16%. | | |

Gold on offer in the London open market was as
follows: on Saturday £179,000, on Monday £429,000,
on Tuesday £585,000, on Wednesday £472,000, on
Thursday £244,000, and on Friday £91,000.

At the Port of New York the gold movement for
the week ended Feb. 24, as reported by the Federal
Reserve Bagk of New York, was as follows:

GOLD MOVEMKENT AT NEW- YORK, FEB. 18-FEB. 24, INCLUSIVE
Imports Ezports
$8,201,000 from England |
2,545,000 from Canada |
2,045,000 from Australia |
2,005,000 from Switzerland |
1,832,000 from India }
$16,628,000 total |
Net Change tn Gold Earmarked for Foreign Account
None.

’ .
The above figures are for the week ended on
Wednesday. On Thursday $2,814,300 of gold was

received, of which $1,697,400 came from Canada,
and $1,116,900 from England. There were no ex-
ports of the metal or change in gold held earmarked
for foreign account. On Friday $2,225,800 of gold
was received from Switzerland. There were no
exports of the metal but gold held earmarked for
foreign account decreased $175,000.

Canadian exchange during the week ranged from
a discount of 1-329, to par.

The following tables show 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, Feb. 20 105.13 | Wednesday, Feb. 24
105.13 | Thursday,
Tuesday, Feb. 23 105.13 | Friday, Feb. 26
"LONDON OPEN MARKET GOLD PRICE
1425, 134d. | Wednesday, Feb. 24...142s. 234d.
142s. 134d. | Thursday, Feb. 25...142s. 234d.
142, 134d. | Friday,  Feb. 26...142s. 3d.

Woitized for FRASER
p:/[fraser.stlouisfed.org/
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. PRICE PAID FOR GOLD BY THE UNITED STATES (FEDERAL
| RESERVE BANK)

$35.00 | Wednesday, Feb, 24
Monday, Feb. 22 Holiday | Thursday, Feb. 25
Tuesday, Feb. 23 35.00 | Friday, Feb. 26

Referring to day-to-day rates sterling exchange on
Saturday last was steady in limited trading. Bankers’
sight was $4.891/@$4.8934%; cable transfers $4.89 5-16
@%$4.89 7-16. On Monday, Washington’s Birthday,
there was no market in New York. On Tuesday, the
. foreign exchange market was dull and sterling was
steady. The range was $4.8914@%$4.8934 for bankers’
sight and $4.89 3-16@$4.89 7-16 for cable transfers.
On Wednesday the market continued dull with
sterling slightly easier. Bankers’ sight bills were
$4.88 15-16@$4.89 3-16, and cable transfers were
$4.80@$4.8914. On Thursday sterling was steady in
limited trading. The range was $4.883/@$4.88 15-16
for bankers’ sight and $4.88 13-16@$4.89 for cable
transfers. On Friday the aspect of the market was
unchanged. The range was $4.8854@$4.88 15-16 for
bankers’ sight and $4.88 11-16@$4.89 for cable
transfers. Closing quotations on Friday were $4.8834
for demand and $4.88 13-16 for cable transfers. Coom-
mercial sight bills finished at $4.8854, 60-day bills at
$4.877%, 90-day bills at $4.8754, documents for pay-
ment (60 days) at $4.8774, and 7-day grain bills at
$4.8814. Cotton and grain for payment closed at
$4.8854. ;

Continental and Othér Foreign Exchange

THE French franc continues under pressure,
although the spot rate is kept steady by the

Saturday, Feb. 20 $35.00

operations of the exchange equalization funds. There

are no indications of returning confidence in the
French market, although Premier Blum has recently
indicated his intention of moving more slowly in his
reform measures. Capital continues to move out of
France and into hoarding at home.

In a recent speech M. Blum referred to the rise in
prices owing to increased wages and production costs
and to the measures taken to check their trend. He
spoke of bugetary, railroad and other deficits and
criticised the attitude of capital, which he said had
taken flight. “It is thus,” he said, “that there has
developed not a panic—for panic is not the word to
apply to a much more general situation—but a kind
of undertone of fear which has increased the danger.
It is being constantly spread by a hostile press pre-
dicting new devaluation. This is what caused the
buying of gold foreign currencies, of foreign securities,
and the opening of accounts by French citizens and
organizations in foreign banks.”’

M. Blum pointed out that the total French
hoardings exceeded by three times the amount of
money which the Treasury would require this year.
A few weeks ago, Finance Minister Auriol stated
that the Government’s requirements for the current
fiscal year would be 36,000,000,000 francs. On this
estimate French hoardings are at a new high, in
excess of 100,000,000,000 francs.

Belgian currency has been steady for a long
period. A few days ago Governor Franck of the
National Bank of Belgium warned, not only Belgium,

but the entire world against the menace of a repe-

tition of a boom and ultimate collapse. He urged
the necessity of international action to consider
remedies, including restoration of the gold standard,
sterilization of gold, circulation of gold coin, and
regulation of gold output. Governor Franck fearsthat
failing such action a frantic rise in prices and pro-
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duction owing to the rapid increase in gold production,
the world’s armament expenditures, and the ex-
tensive development of economic nationalism. He
declared that Belgium, like Holland and Switzerland,
is overstocked with gold and the Belgian Govern-
ment’s recent short-"and long-term issues were partly
intended to counteract the excess of money and to
provide emergency reserves since the Treasury does
not require cash as the budget is balanced and the
funds for support of rentes are intact. He disclosed
that the National Bank of Belgium intends to
initiate an open market policy within limits of
1,000,000,000 francs of rentes and 500,000,000 francs
of Treasury bills, since the bank rate weapon is
ineffective due to the scarcity of bills.

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

Old Parity New Dollar
Parity Parity a
6.63
16.95
8.91

Range
This Week
4.643; to 4.65%
16.8414 to 16.87
5.261 to 5.2614
Switzerland (franc) 40.20 22.81 to 22.83
Holland (guilder) 68.06 54.70 to 54.76

a New dollar parity as before devaluation of the European currencies
between Sept. 25 and Oct. 5, 1936.

The London check rate on Paris closed on Friday at
105.15, against 105.13 on Friday of last week. In
New York sight bills on the French center finished
at 4.641%, against 4.6414; cable transfers at 4.6474,
against 4.6514. Antwerp belgas closed at 16.85
for bankers’ sight bills and at 16.8514 for cable
transfers, against 16.8614 and 16.87. Final quota-
tions for Berlin marks were 40.24 for bankers’ sight
bills and 40.2414 for cable transfers, in comparison
with 40.24 and 40.2414. Italian lire closed at 5.2634
for bankers’ sight bills and at 5.2614 for cable trans-
fers, against 5.2634 and 5.2614. Austrian schillings
closed at 18.70, against 18.70; exchange on Czecho-
slovakia at 3.49, against 3.49; on Bucharest at 0.74,

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

‘against 0.74; on Poland at 18.9514, against 18.9514;

and on Finland at 2.16, against 2.1614. Greek
exchange closed at 0.89%4, against 0.8934.
— e

EXCHANGE on the countries neutral during the

war presents no new features of importance.
These currencies are generally steady and move in
close sympathy with the sterling-dollar-franc fluctua-
tions. Despite the heavy flow of Dutch funds to the
United States, which has temporarily diminished, the
Netherlands Bank is finding difficulty in keeping
down the gold flow to Amsterdam. The Minister of

* Finance declared recently that the equalization fund

was endeavoring to prevent credit inflation by placing:
Treasury paper mostly in the open market. This.
procedure is in accord with the above mentioned plan
of the Bank of Belgium. The Netherlands Bank for
the week ended Feb. 22 showed a further increase in
gold holdings of 9,000,000 guilders, acquired through
the Dutch equalization fund. Total gold holdings.
now stand at 878,600,000 guilders and the bank’s
tatio is at 79%. The Bank of Switzerland has for
weeks refused to buy all gold offered to it and makes.
each transaction the subject of separate negotiation.
Its banks statement for Feb. 23 showed gold stock
of 2,717,500,000 Swiss francs and a ratio to total
liabilities of 97.059.

Banker’s sight on Amsterdam finished on Friday
at 54.7614, against 54.72 on Friday of last week;
cable transfers at 54.77, against 54.7214; and com-
mercial sight bills at 54.70, against 54.65. Swiss
francs closed at 22.8114 for checks and at 22.8214
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for cable transfers, against 22.82 and}22.8214. % Co-
penhagen checks finished at 21.84 and cable trans-
fers at 21.84, against 21.8614 and 21.8614. Checks
on Sweden closed at 25.22 and cable transfers at
25.22, against 25.25 and 25.25; while checks on Nor-
way finished at 24.58 and cable transfers at 24.58,
against 24.61 and 24.61. Spanish pesetas are not
quoted in New York. . v

——

XCHANGE on the South American countries is
firm, moving in close relation to dollar-sterling
rates. There is nothing new of importance in con-
nection with the South Americans but, as has fre-
quently been noted during the past several months,
the exchange position of these countries is steadily
improving.
. Argentine paper pesos closed on Friday, official
‘quotations, at 3254 for bankers’ sight bills, against
32.65 on Friday of last week; cable transfers at 3254,
against 32.65. The unofficial or free market close
was 29.90 @ 30.00, against 30.05 @ 30.10. Brazilian
milreis, official rates,-closed at 8.75, against 8.75.
The unofficial or free market in milreis is 6.05 @ 6.15,
against 6.10 @ 6.15. Chilean exchange is nominally
quoted at 5.19, against 5.19. Peru is nominal at
26.00, against 26.00. ‘

———

THE Far Eastern currencies move in sympathy

with sterling. The Japanese yen continues
steady around 1s. 2d. in relation to the pound. It
has been extremely steady around this rate for almost
four years. Mr. Shoji Arakawa, new Japanese
Finance Commissioner for London, Paris, and New
York, said in a recent interview in New York that
while he had no definite declaration of government
policy on the point, it was his personal opinion that
Japan would welcome in principle an international
agreement under which the yen would be allowed to
stand at this ‘“natural” level. '

Closing quotations for yen checks yesterday were
28.52, against 28.57 on Friday of last week. Hong-
kong closed at 30.44 @ 30.53, againts 30.43 @ 30 9-16;
Shanghai at 29.80 @ 29 15-16, against 29.70 @ 2974;
Manila at 50.20, against 50.35; Singapore at 57.45,
against 57.50; Bombay at 36.95, against 36.99; and
Calcutta at 36.95, against 36.99.

Gold Bullion in European Banks

THE following table indicates the amounts of gold
bullion (converted intp 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— 1937 1936 1935 1934 1933

£

150,966,736
648,133,556
36,540,500
90,354,000
63,263,000
85,636,000
74,768,000
88,884,000
11,440,000
7,399,000

£
192,002,585
591,771,803
13,648,750,
90,467,000
76,780,000
67,800,000
77,676,000
67,548,000
14,568,000

£

193,060,880
656,317,786
2,937,500
90,733,000
62,952,000
67,547,000
72,524,000
68,261,000
16,080,000

£

201,356,673
523,499,951
2,667,300
90,125,000
42,575,000
56,218,000
97,099,000
47,077,000
23,875,000
6,551,000 6,555,000 7,395,000 7,398,000
6,603,000 6,602,000 6,852,000 6,574,000

Total week - 1,205,567,307(1,097,649,924|1,244,460,166(1,206,234,138 1,265,399,792
Prev. week . 11,205,298,548/1,094,638,15911,244,487,320(1,213.871,313 1,262,572,017

a Amount held Oct. 29, 1935 latest figures available. b Gold holdings of the
Bank of Germany are exclusive of gold held abroad, the amount of which is now
reported as £903,150. ¢ Amount held Aug. 1, 1936; latest figures available.

Note—The par of exchange of the French frane cannot be exactly determined, as
yet, since the legislation enacted Sept. 26, 1936 empowers the Government to fix
the franc's gold content somewhere between 43 and 49 milligrams. However,
calculated on the basis on which the Bank of France has revalued its gold holdings,
the parity between francs and pounds sterling is approximately 165 francs to the
pound (the old parity was about 125 francs to the pound). It is on this new basis
that we have here converted the French Bank's gold holdings from francs to pounds,

£

England...| 314,333,820
-| 458,869,937
5 2,452,550

¢87,323,000
242,575,000
72,465,000
105,304,000
83,512,000
25,578,000

Netherlands|
Nat. Belg'm
Switzerland
Sweden... .
Denmark.. .
Norway ...

S015%%° . the same subject which Representative McReynolds
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Federal Reserve Bank Statement

EEKLY banking statistics now made available

by the Federal Reserve authorities reflect

the situation in advance of the first increase of
reserve requirements, as ordered on Jan. 30. Such
requirements will increase 16 2/3% next Monday,
and by a similar amount over present figures on
May 1. The power to control credit expansion by
this means Wwill have been exhausted when the in-
creases are completed, for together with the initial
upward revision by 50% last August, requirements
will then be 100% above those existing when the law
was passed. In the weekly period covered by cur-
rent statistics, circulation increased and the Treas-
ury added to its resources by withdrawing funds
from depositary institutions. Largely for these rea-
sons, member bank deposits receded and excess re-
serves over legal requirements fell $90,000,000 to
$2,100,000,000. The present aggregate of excess re-
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