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The F° z'nancz’al Situation

NPA_RENTLY the President is determined that
the court issue be fought out to the bitter end,
regardless of the consequences. His letter to Senator
Barkley seems to leave no room for doubt. -In that
letter he draws a sharp distinction between “objec-
tive” and “method,” claiming the prerogative of

choosing the former and laying responsibility for the .

latter upon Congress. This may or may not be an
invitation to further “compromise” as far as the
technical form of any proposed measure is concerned,
but it does not appear likely that he will give his con-
sent to any measure that does not seem to him to

dent than from his more usual strategy of evasiveness.
His whole course in the court matter has been replete
with evasiveness and lack of forthrightness, but his
artful dodging in this instance has been so well ex-
posed that it avails him little. He thus finds himself
unmasked before the public as a stubborn man im-
movably insisting upon a course of action that
thoughtful men everywhere condemn and must
condemn.

Moreover, the opponents of the President in Con-
gress seem to be in as good a position to administer
a well-deserved defeat as they are likely to be. The
tide appeared to have

promise attainment of his

objective, which, although

turned before illness and

be has never admitted it,
is obviously that of control
of the decisions of the Su-
preme Court. No bill of
any description that prom-
ises to give the President
this power, directly or in-
directly, can possibly be
accepted by the real states-
men of the Senate or the
rank and file of intelligent
Americans. No alteration
in the text of the measure
now before the Senate
which does not completely
change its fundamental
character, and thus in
practical effect renounce
the “objective’” of the
President, can serve to
eliminate the solemn issue
by which both houses of
Congress are now faced,
although with no desire on
the part of their members.
The President has thus
deliberately passed by an-
other opportunity to escape
with a measure of dignity
from a situation in which
he should never have per-
mitted himself to be placed.

Let Us Dispose of the
Matter _

It is probably as well.
" The country has been put
on ample notice of the evi-

“Eternal Vigilance”

In the course of his brief address in laying
the cornerstone of the new Federal Trade
Commission building in Washington on
Monday last, the President said:

“But the dangers to the country growing
out of monopoly and out of unfair methods
of competition still exist and still call for
action. . . . Eternal vigilance is the
price of opportunity for honest business. It
is the price we must pay if business is to be
allowed to remain honest and to carry on
under fair competitive conditions, protected
from the sharp or shady practices of the un-

- scrupulous.”

The President is on strong ground when he
says the country—he might have said the
world—is in danger from lack of fair but
vigorous competition. He is equally correct
in asserting that eternal vigilance is the price
of reasonable safety from such danger.

The trouble is, of course, that he does not
act as if he believed his own words. He fos-
tered and still defends the principles of the
National Industrial Recovery Act, which
more than any other measure in our history,
perhaps, was designed to stifle competition,
fair and unfair. a\i’le is doing his best to create
labor monopolies throughout industry and
trade, and is apparently determined to re-
duce competition to a minimum in agr@cul—
ture. He has shown no real and abiding in-
terest in the enforcement of the so-called
anti-trust laws. Many of his policies, if con-
tinued and carried to their logical conclu-
sion, would set ‘up government monopolies,
right and left.

The eternal vigilance that is the most
urgent need of this day is the vigilance
maintained by the rank and file of an alert
people to protect themselves not only from
individuals with evil designs, but also, and
chiefly, from the grasping hand of govern-
ment and from politicians who are always
ready, by specious legislative panaceas, to
take away both the liberties and the oppor-
tunities of business men if thereby they can
entrench themselves in public office.

It is this kind of vigilance that today is the
price of a continuance of the American sys=
tem of government and economics.

must”’ list.

is sometimes termed a

death took three propo-
nents of the measure from
the floor of the Senate.
The passing of Senator
Robinson, leader of the
Administration forces in
the upper chamber, natur-
ally further demoralized
ranks already in confusion
and doubtful of their own
ground. Meanwhile the
House, which had not been
prominent in the struggle,
seems to have heard from
the country and now is re-
ported to be ready, if the
occasion arises, to refuse to
pass such a measure as
that which has been under
debate in the Senate. We
may as well face this issue
now and have done with it.

The Remainder of the
Program

The situation that the
President has thus insisted
upon creating in Congress,
and still insists upon con-
tinuing there, inevitable
raises doubts on all sides as
to whether hecan command
the support necessary to
keep a restless and weary
Congress in session long
enough to enact other
measures which he has been
inclined to place upon what
No one ques-

dent intentions of the President and has had, and has,
full opportunity to let its respresentatives in Congress
know how it views such machinations. That mem-
bers of both houses of Congress have in fact heard
from the people back home is evident from the
strength and determination of the opposition to the
court plan. There can not be the slightest doubt
that the whole scheme would be voted out of existence
within the day if the real convictions of members of
Congress were to govern. The President has many
extraordinary means at his disposal for bringing
pressure upon members of his party in the Senate and
the House, but the country, we believe, has less to
fear from outright obstinacy on the part of the Presi-

tions that there is a great deal of doubt on Capitol
Hill about the wisdom not only of the court “pack-
ing” plan, but of no small portion of the remaining

program of the Administration. It is no secret that
similar doubts have assailed many legislators when
other measures enacted by overwhelming majorities
were being pushed without study through the legis-
lative mill. Only the fear of the political conse-
quences persuaded many supporters of the Adminis-
tration to vote for a very substantial part of the
measures enacted since 1933. These doubts have
greatly increased as time has passed, and the seri-
ousness of the danger of political consequences appears
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to have diminished. Members of the President’s
party have, moreover, been disheartened, not to say
disgusted, with the stubbornness of the President’s
unrelenting pressure upon them, and are weary in the
heat of a Washington summer. It will be no easy
task to keep them at work much longer.

Encouragement is, of course, to be found in the
way in which the situation is working out, but over-
confidence must be avoided. The President has re-
peatedly shown himself an artful and resourceful
antagonist. On several occasions during the past
four or five years he has succeeded in emerging vic-
torious from encounters when the going was rough.
He now seems to be facing far more serious diffi-
culties than at any time in his public career, but it
will not do to take too much for granted. Those
who have been valiantly fighting to save the country
from this outrageous court “packing” scheme must
be ready for further maneuvers, the nature of which
cannot at this time be predicted, and while this par-
ticular measure is by far the worst that the Adminis-
tration at the moment is trying to force Congress to
enact, it is by no means the only thoroughly objec-
tionable bill on the President’s list. Virtually the
whole program laid out for Congress during the re-
mainder of this session ought to be laid upon the
shelf. It will be hard enough to get rid of the damage
that has been done, and may be done in the future,
by measures already passed.

What Needs to Be‘Done

The duty of Congress is clear. It ought once and
for all to end this and all similar plans for robbing the
country of the independence of its judiciary, transact
such routine business as may be absolutely essential
and adjourn sine die. It would by so doing not only
save the country a great deal, but would at the same
time give its leaders an opportunity which they
should not lose a moment in utilizing to the utmost.
The period between the date of some early adjourn-
ment and the time for reconvening early next year
should be used by men of light and leading in all
parties to study with the greatest care the real needs
of the country and to formulate constructive policies
adapted to meet those needs. Th® President has
shown but little regard for traditional party align-
ments in foisting the New Deal upon the country.
There is not the slightest reason why those, both in
the Democratic party and elsewhere, who oppose
him should show more. On the contrary, there is
every reason why they should make the good of their
country rather than party considerations their guide.
In substantial measure they have shown themselves
capable of this larger view in resisting the attempt to
‘pack’ the Supreme Court. They may well adopt
the same attitude in dealing with other highly impor-
tant and pressing public questions.

It is essential for Congress, and particularly those
members of Congress who have been obliged to oppose
the President’s program, not to permit itself to be
made by the politically astute President to appear
in the role of mere obstructionists. Assuming that
Congress will have the courage to continue to refuse
to do the bidding of the President at this time; it
simply must not happen that our legislators assemble
next year without a definite program and a definite
line of policy to replace that now put forward by New
Deal managers. If they do, they can be quite certain
that the President will find in his hand a powerful
weapon to beat down once more their opposition to
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policies and measures which they know well enough
ought never to be accepted by them. It has been
the weakness of the opposition for years past that
it had no constructive ideas of its own upon which
it could agree. It has from the first been a matter
of supporting or rejecting specious plans brought
forward by the President, apparently at the sugges-
tion of the oddest collection of advisers ever to sur-
round a President of the United States. No time
should be lost in bringing this state of affairs to an
end if progress in restoring a normal and common
sense order of things in this country is to continue.
Defeat of the President on issues of the moment is a
necessary first step, but it would leave many major
problems still to be solved.:

Chronicle

Can it Be Done?

That there are a number of influential men in the
major political parties quite capable of formulating
constructive policies infinitely preferable to those
now constituting the hodge-podge of medievalism,
socialism, agrarianism, totalitarianism and many
other discarded theories of history commonly known
as the New Deal, can scarcely be doubted. Just
why should it be impossible for them to function
effectively as a nucleus of real statesmanship in this
country? Party considerations? In one degree or
another, doubtless, partisan antagonisms and party
machinery tend to make their task more difficult and
delicate, but it is very difficult to believe that im-
pediments of this nature are really insurmountable.
Lack of real interest in the welfare of their country?
The answer to that question must again be in the
negative. The real reason appears to be that here-
tofore it probably has seemed to such individuals
that they had little chance to make themselves and

their ideas really effective, so madly had the country
turned to the false prophets of the day. They have

probably been biding their time. That time now
appears definitely to have arrived. The public,
certainly large sections of it, have already traveled a
long way in its thought and attitudes on public
questions, even since last autumn, when, despite a
national election, the thoughtful people of . the
country were presented with hardly more than a
Hobson’s choice between the New Deal and some
other vaguely defined new regine that seemed to
differ little in essentials. There is good reason for
believing that a very large and influential proportion
of the people of the country would rally to the support

of a carefully and sensibly formulated program of

common sense if given an opportunity when Congress
convenes next year.

Federal Reserve Bank Statement

ANKING statistics this week show the effects
chiefly of a heavy return flow of currency from
circulation after the July 4th holiday, and of con-
tinuing large Treasury expenditures. These were
the chief contributing forces to a rapid advance of
member bank reserve deposits with the 12 Federal
Reserve banks. The excess of such deposits over
legal reserve requirements increased $80,000,000 in
the week to Wednesday night, and the aggregate
was estimated  officially at $960,000,000. Gold
stocks of the country continued to mount rapidly in
the week covered by the latest statistics. The gain
for the period was $47,000,000, and the total now
is reported at $12,423,000,000. Nor is there as yet
any definite indication of a return flow of capital
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and of gold to France, despite the recent further
devaluation of the franc in the hope that fugitive
funds thus could be induced to return. The mag-
netic attraction of the undervalued dollar for the
world’s gold appears to be little affected by the
French monetary change, and to our enormous and
puzzling gold stocks. further additions are made
almost daily. The inactive gold fund of the Treas-
ury now stands at about $1,200,000,000, while a fur-
ther $1,800,000,000 of unused gold rests in the sta-
bilization fund, an aggregate of $3,000,000,000.

- 'With cash in tills mounting rapidly after the
recent holiday, total reserves of the 12 Federal Re-
serve banks moved up to $9,152,780,000 on July 14,
a gain for the week of $29,314,000. Gold certificates
were reported at $8,835,407,000, up only $1,000.
Federal Reserve notes in actual circulation declined
$38,519,000, leaving the aggregate at $4,213,898,000.
Total deposits with the 12 Federal Reserve banks
increased $80,463,000 to $7,292,813,000, the varia-
tions of accounts consisting of an increase of mem-
ber bank reserve deposits by $101,244,000 to $6,927,-
951,000; a decline of Treasury general account de-
posits by $10,705,000 to $90,232,000; a decline of
foreign bank deposits by $13,316,000 to $159,009,000,
and an increase of non-member bank deposits by
$3,240,000 to $115,621,000. Discounts by the Sys-
tem increased $2,028,000 to $15,046,000, while indus-
trial advances fell $24,000 to $21,759,000. Open
market holdings of bankers’ acceptances were down
$73,000 to $3,596,000, but holdings of United States
Government securities were entirely unchanged at
$2,5626,190,000. The reserve ratio fell to 79.5%
from 79.6%.

USINESS failures reported to Dun & Bradstreet
in June totaled no more than 670, the smali-
est of any month this year and sharply reduced
from May when there were 834 insolvencies. The
summer months are seasonally the ones in which
failures are lightest and it is therefore not surprising
to find the June figures at the year’s low but the
number of bankruptecies in that month was never-
theless notably small. Liabilities involved of $8,191,-
000 were similarly the smallest of the year and in
fact of any month since October, 1919 ; May liabili-
ties were $8,364,000. In June 1936 there were 773
failures for $9,177,000.

All the divisions of industry except the construc-
tion group had fewer failures in June this year than
last. Construction failures have been greater than
in the corresponding month of last year for five
successive months. Manufacturing failures num-
bered 134 in comparison with 143 a year ago; lia-
bilities in this group were however slightly greater
amounting to $2,883,000 in June last and $2,541,000
in that month in 1936. Retail trade failures were
404 this year and 479 last and liabilities involved
in this group dropped to $3,292,000 from $3,535,000

a year ago. 66 wholesale firms failed for $1,109,000

Business Failures in June

this June while 72 failed for $1,413,000 in June 1936.¢

Construction failures were 42 this June as com-
pared with 36 last June; liabilities of $499,000 in
June this year however were less than half the
$1,050,000 of June, 1936. Only 24 commercial serv-
ice organizations failed in June in comparison with
43 in the corresponding month of 1936; liabilities
dropped to $408,000 from $638,000 a year ago.

Chronicle July 17, 1937

Geographically, the greatest 1mprovement was
reported in the Philadelphia, Chicago; St. Tiouid; and
San Francisco Federal Reserve districts in each of
which failures were 25% to 85% lower than a year
ago. In the Atlanta, Minneapolis and Kansas City
districts there were more failures than in 1936.
Liabilities were also higher in these districts as well
as in the New York, Cleveland and Richmond dis-
tricts where failures were fewer, ;

. The New York Stock Market

RADING in the New York stock market re-
flected this week a little quiet accumulation
of favored issues, but also a degree of indifference
to the bulk of stocks by traders and investors. In
some groups, such as the steel stocks, the advances
of previous weeks not only were maintained but
enhanced. Lessening of labor troubles accounted
for the good buying of steel and other industrial
shares, while another contributing factor was the
sharp advance of operations in the industry. For-
eign interest in American stocks plainly was on the
increase, possibly because of the growing tension
with regard to Spain and the Far East. But the
summer atmosphere militated against genuine in-
vestment interest in stocks within the United States.
Holders in general appear to be content with their
portfolios, pending clarification of the political
situation in Washington, the budgetary intentions
of the Federal Administration, the further course of
trade and other matters of moment. The turnover,
accordingly, was more than 1,000,000 shares on only
two occasions this week, on the New York Stock
Exchange, while in other sessions it fell consider-
ably under that level.

In quiet dealings last Saturday a slow drift to
lower levels was apparent. The liquidation, how-
ever, was clearly of the precautionary week-end
variety, which failed to affect general prices to any
appreciable degree. When trading was resumed
last Monday, advances were the rule, with steel
stocks in the van of the movement. Reopening of
steel mills long closed by strikes gave the steel
group tone, whﬁe other industrial issues and base
metal stocks also were in demand. The trend was
reversed on Tuesday, but recessions were small in
most instances. Packing stocks, farm implement
shares and oil issues were marked a little higher,
against the trend. There was no perceptible gen-
eral tendency on Wednesday. A brisk early ad-
vance in a few market leaders was partly counter-
acted by a late recession, while other stocks merely
idled. Main movements on Thursday favored the
holders, but steel stocks and a few specialties at-
tracted most of the attention. Such issues showed
gains to 3 and 4 points, while others were only
fractionally changed. The market yesterday was
dull, with levels inclined to slip. United States
Steel common was in favor, but other steel and
industrial shares reflected the usual week-end sell-
ing. Utility stocks held better than others.

In the listed bond market a good investment de-
mand for high-grade issues appeared. United
States Treasury securities advanced slowly and
ponderously all week, with the net advances for the
period quite respectable. Best-rated corporate
bonds were similarly firm. Among speculative
issues, carrier bonds showed gains in some sessions
and losses in others, while other groups were dull.
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The foreign section attracted attention, with Japa-
nese issues under modest pressure as a consequence
of the new military advances in China. The com-
modity markets were highly irregular. Wheat ad-
vanced sharply on Tuesday on reports of crop dam-
age in Canada, and most of the increase was main-
tained. Cotton was firm at times, but broke
sharply on Thursday. Metal markets were steady.
Foreign exchange trading also reflected much un-
certainty. Sterling showed persistent strength, but
French francs broke heavily yesterday to lowest
levels since the change of government and the de-
voluation of the unit.

On the New York Stock Exchange 22 stocks
touched new high levels for the year while 32 stocks
touched new low levels. On the New York Curb Ex-
change 26 stocks touched new high levels and 36
stocks touched new low levels. Call loans on the
New York Stock Exchange remained unchanged
at 1%.

On the New York Stock Exchange the sales at
the half-day session on Saturday last were 297,700
shares; on Monday they were 1,022,840 shares; on
Tuesday, 848,610 shares; on Wednesday, 1,036,890
shares; on Thursday, 736,860 shares, and on Friday,
703,980 shares. On the New York Curb Exchange
the sales last Saturday were 72,675 shares; on Mon-
day, 217,675 shares; on Tuesday, 212,835 shares on
Wednesday, 240,045 shares; on Thursday, 186,645
shares, and on Friday 172, 37a shares.

The stock market the present week enjoyed
periods of moderate gains and periods when sagging
tendencies held sway and turned prices irregularly
- lower, but taking the week as a whole the advances
outweighed the losses. On the strength of a good

business outlook prominent issues on Monday moved
up from one to four points, led by the steel shares,
with United States Steel enjoying the day’s best
gain. On Tuesday the market suffered a technical
reaction, and the general list turned irregularly

lower. In the decline greater losses were suffered
by the rail issues than among the industrial shares.
In the morning session on Wednesday brisk ad-
vances characterized trading and prices rose from
one to three points, only to ease in the afternoon
and close in an irregular fashion. Sharp declines
were again prevalent among the railway issues. A
steadier market developed on Thursday and equities
closed the day irregularly higher after a rather weak
opening. Dulness was a feature of trading yester-
day, with the trend of prices somewhat lower, due
to week-end liquidation. As compared with Friday
of last week, the general list at Yesterday’s close
shows irregular changes. General Electric closed
yesterday at 565 against 5534 on Friday of last
week; Consolidated Edison Co. of N. Y. at 37
against 3614 ; Columbia Gas & Elec. at 1234 against
1294 ; Public Service of N. J. at 41% against 411/ ;
J. L. Case Threshing Machine at 168 against 168;
International Harvester at 1137 - against 111;
Sears, Roebuck & Co. at 9214 against 9134 ; Mont-
gomery Ward & Co. at 6134 against 601%; Wool-
worth at 4534 against 4614, and American Tel. &
Tel. at 1693 against 169. Western Union closed
yesterday at 47 against 4854 on Friday of last week;
Allied Chemical & Dye at 234 against 22814 B, 1.
du Pont de Nemours at 160 against 15634 ; National
Cash Register at 3354 against 33; International
Nickel at 6154 against 6114; Natlonal Dairy Prod-
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ucts at 2034 against 2014 ; National Biscuit at 231
against 247g; Texas Gulf Sulphur at 3614 against
36; Continental Can at 5614 against 5614 ; Eastman
Kodak at 17934 against 17714 ; Standard Brands at
12% against 12%;; Westinghouse Elec. & Mfg. at
148 against 148; Lorillard at 22 against 2214;
United States Industrial Alcohol at 3114 against
32; Canada Dry at 261/ against 2634 ; Schenley Dis-
tillers at 435; against 421%, and National Distillers
at 3073 against 3034.

The steel stocks extended their gains and closed
yesterday substantially higher than on Friday a
week ago. United States Steel closed yesterday at
115%g against 1087 on Friday of last week ; Inland
Steel at 118 against 1143/ ; Bethlehem Steel at 931
against 907%; Republic Steel at 397 against 383,
and Youngstown Sheet & Tube at 9154 against 873.
In the motor group, Auburn Auto closed yesterday
at 17 against 1634 on Friday of last week; General
Motors at 5234 against 53; Chrysler at 1003
against 10334, and Hupp Motors at 334 against 315.
In the rubber group, Goodyear Tire & Rubber closed
yesterday at 39%% against 4935 on Friday of last
week ; United States Rubber at 59 against 611/; and
B. F. Goodrich at 3814 against 3934. The railroad
shares were subject to pressure the present week
and closed yesterday somewhat lower. Pennsyl-
vania RR. closed yesterday at 381, against 40 on
Friday of last week; Atchison Topeka & Santa Fe

“at 81 against 82; New York Central at 3914 against

407 ; Union Pacific at 13114 against 130; Southern
Pacific at 45%% against 48; Southern Railway at
31% against 32%, and Northern Pacific at 291
against 30. Among the oil stocks, Standard Oil of
N. J. closed yesterday at 7034 against 6814 on Fri-
day of last week ; Shell Union Oil at 29 against 281/,
and Atlantic Refining at 3034 against 3034. In the
copper group, Anaconda Copper closed yesterday at
5533 against 559 on Friday of last week ; American
Smelting & Refining at 92 against 9214, and Phelps
Dodge at 497 against 47.

Trade and industrial reports remain generally
encouraging. Steel operations for the week ending
today were estimated by the American Iron and
Steel Institute at 82.7% of capacity against 67.3%
dast week and 69.0% at this time last year. The
quick increase was due partly to recovery from Inde-
pendence Day idleness and partly to the reopening
of strike-shut mills. Production of electric power
was reported by the Edison Electric Institute at
2,096,266,000 kilowatt hours in the week to July 10,
which included the holiday suspension. The figure
compared with 2,238,268,000 kilowatt hours in the
preceding week and with 1,956,230,000 kilowatt
hours in the corresponding week of last year. Car
loadings of revenue freight for the week to July 10
totaled 682,205 cars, according to the Association of
American Railroads. This was a decrease of
123,963 cars from the previous week and of 42,072
cars from the similar week of 1936, the holiday inci-
dence being reflected also in these figures.

As indicating the course of the commodity mar-
kets, the July option for wheat in Chicago closed
yesterday at 1277%ec. against 12234c. the close on
Friday of last week. July corn at Chicago closed
yesterday at 12814c. as against 128%4c. the close on
Friday of last week. July oats at Chicago closed
yesterday at 44c. as against 4354c. the close on
Friday of last week.
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The spot price for cotton here in New York closed
yesterday at 12.52c. as against 13.05c. the close on
Friday of last week. The spot price for rubber
yesterday was 18.90c. as against 19.06c. the close
on Friday of last week. Domestic copper closed
yesterday at 14c., the close on Friday of last week.

In London the price of bar silver yesterday was
19 15/16 pence per ounce as against 20 3/16 pence
per ounce on Friday of last week, and spot silver
in New York closed yesterday at 443c., the close on
Friday of last week.

In the matter of the foreign exchanges, cable
transfers on London closed yesterday at $4.97 5/16
as against $4.96 the close on Friday of last week,
and cable transfers on Paris closed yesterday at
3.821%4c. as against 3.8734c. the close on Friday of
last week.

European Stock Markets

OVEMENTS were diverse this week on stock
exchanges in the leading European financial
centers. All markets were affected by the growing
difficulties of the Spanish war and its non-interven-
tion farce, while the specter of war in the Far East
proved a further disturbing influence. ' Increasing
uneasiness was apparent, moreover, regarding the
French internal position, in view of the socialist
demands for rigorous political steps to. achieve their
aims. Despite these unfavorable aspects of the
general situation, prices were rather well main-
tained at London. On the French market a. series
of sharp breaks occurred, which carried rentes to
exceptionally low levels and caused a further flight
of capital from the country. The Berlin Boerse was
dull and only slightly changed, throughout the
week. Some encouragement was gained by European
investors from American reports of lessened labor
troubles, but this was reflected mainly in a grow-
ing demand for United States stocks. The business
position in Great Britain remains excellent and
Germany is not far behind, the improvement in both
cases being - attributable in good part to heavy
armaments expenditures. French nervousness and
uncertainty is quite understandable, in view of the
recent devaluation of the franc and indications that
fresh difficulties may develop.

The London Stock Exchange was quiet in the
initial session of the week, with a declining tendency
apparent in most sections. Gilt-edged issues were
steady, but most industrial stocks were marked
lower. Anglo-American trading favorites dipped
on unfavorable week-end reports from New York,
while Far Eastern securities fell sharply because of
the developing trouble between Japan and China.
In a more active period on Tuesday, some buying
of British funds was apparent, but industrial issues
suffered from renewed liquidation. Anglo-Ameri-
can issues were traded heavily and at advancing
levels, owing partly to favorable reports of the New
York trend and partly to impressions that labor
troubles no longer offer a serious threat to investors
in such securities. Commodity stocks were inclined
to move upward. The international difficulties
modified trading at London on Wednesday. Gilt-
edged issues advanced modestly, while industrial
stocks and commodity ‘securities were irregular.
Fresh advances were scored in some of the leading
Anglo-American issues. Another quiet session was
reported on Thursday, with British funds well sup-
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ported. Industrial stocks and most of the gold
mining, rubber and other commodity shares drifted
downward. Anglo-American favorites were soft,
while other foreign securities dipped sharply. Gilt-
edged issues dipped slightly in a quiet session yester-
day, while industrial stocks were irregular.

Prices on the Paris Bourse slumped sharply as
trading was resumed for the week, on Monday.
Rentes suffered to a relatively heavy degree in the
general liquidation, with the declines attributed
both to internal troubles and the international ten-
sion. Fresh taxation, as proposed by Finance Min-
ister Georges Bonnet, and rumors of outrageous
demands at a Socialist convention, proved especially
perturbing. Bank and industrial shares dropped
along with rentes, while foreign issues were ir-
regular. Tuesday was the last session at Paris be-
fore the mid-month settlement, and this fact,
coupled with the impending holiday, caused fresh
liquidation on the Bourse. Losses in rentes rivaled
those of the previous session, but the drop was more
modest in equities. Spanish securities advanced fol-
lowing the suspension of the international border
control, and some other foreign issues also re-
flected demand. Dealings were suspended on Wed-
nesday in the traditional observance of Bastille
Day. Another session of plunging values was noted
on Thursday. The worst fears as to the Socialist
Congress at Marseilles were realized, when resolu-
tions were adopted by that body for nationalization
of credit and insurance, and other measures of a
like nature. Rentes fell further, and French equi-
ties of all descriptions also suffered, despite a carry-
over rate of only 51%4%, against the last month-end
settlement of 814%. International issues were in
keen demand. The drop in rentes was accentuated
yesterday, but equities were firm and international
issues higher.

The Berlin Boerse was quiet and slightly irregu-
lar in the first session of the week. Early recessions
were offset by late gains, and the net changes were
measured in small fractions. Fixed-income issues
were stagnant. The trend on Tuesday was upward,
with a few leading issues of the utility and textile
groups in best demand. Gains in such stocks ranged
to 5 points, while advances elsewhere were small.
Activity increased at Berlin on Wednesday, with
the main trend again upward. The advances were
modest, however, and some of the previous favorites
lost a little of their gains before the close. Dealings
on Thursday were modest, with the tone irregular.
Profit-taking developed on a small scale, and it suf-
ficed to upset the market. At the end some issues
showed small gains, while most of the market was
unchanged. After a dull opening, prices firmed
yesterday, and good gains were noted at the close.

Chinese Silver—United States Gold
T seems quite unlikely that any importance at-
taches to a new arrangement, announced in Wash-
ington last Saturday, for an exchange of United

States gold for Chinese silver. Secretary of the
Treasury Henry Morgenthau, Jr., and the Chinese
Finance Minister, Dr. H. H. Kung, announced the
program in a joint statement which leaves much
to be desired, despite its verbosity. The statement
indicated that further progress in monetary coopera-
tion between the two countries would take place on
an expanded scale,much along the lines of the agree-
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ment reached in May, 1936. There will be a modest
variation, however, from the 1936 program of direct
United States Treasury purchases of silver from
China. with China free to buy gold with the pro-
ceeds. The current arrangement is simply that
of direct United States Treasury purchases of silver
from the Chinese Government, which in turn will
effect similarly direct purchases of gold-from the
United States. Dollar exchange is to be supplied
to China for currency stablization purposes on a
broader scale than formerly, it seems. The two
finance officials expressed great gratification over
the “beneficial results” of the understanding reached
last year, and held it to be a source of satisfaction
that the “program of monetary reforms and cur-
rency stablization in China has been carried out
with great success and has been accompanied by an
increase of trade.”

Perhaps the most significant circumstance is the
incidental disclosure that any gold supplied to China
in return for silver will be taken from the Inactive
Gold Fund of the Treasury. But that fund now is
swollen to such prodigious proportions that the
takings by China could not possibly have an appreci-
able effect. The statement fails to disclose the price
to be paid by the Treasury for the Chinese silver,
and similar silence is maintained about the price of
our gold to China, although in the latter case it is
evident that the usual Treasury figure of $35 will
prevail. Regarding the amount of these metallic
transfers, both Mr. Morgenthau and Dr. Kung re-
mained enigmatic, when questioned in Washington.
So far as monetary importance is concerned, the
arrangement pales into complete insignificance
when it is realized that China was quite free in any
event to ship silver to the United States and acquire
dollar balances in this manner for defense of her
currency. The surmise seems justified, for this
reason, that the florid announcement has more
* political than financial importance, at a moment

when relations between China and Japan once again
- are at the breaking point. There is nothing in the
statement about the harm done China by our egre-
gious silver policy, but it is hardly to be supposed
that Mr. Morgenthau will emphasize the grave
errors of this Administration in monetary matters.
It should not be forgotten, however, that Mr.
Morgenthau’s capricious advance of the world silver
price some years ago, and the subsequent drop of
the price, almost brought Chinese trade to a halt
for a time and intensified the depression measurably.

B. I. S. Meeting

LTHOUGH the principal European central
bankers continue faithfully the practice of
journeying to Basle, Switzerland, for the usual
monthly meetings of Bank for International Settle-
ments directors, little has been accomplished lately
at such Board sessions. In these difficult times, how-
ever, the informal exchanges of views must be quite
valuable.. The Board held its usual meeting last

‘Monday, and heard officially that the Netherlands -

gold embargo had been raised, and the practice of
extending foreign loans resumed in Amsterdam.
The informal discussions, a Basle dispatch to the
New York “Times” indicates, ranged over a wide
field of finance and politics. The French devalua-
tion naturally aroused much interest but no sur-
prise. It was generally agreed that any return flow
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of gold to France would be unlikely to attain pro-
portions to menace other major currencies. In one
or two instances the thought appeared to prevail
that Swiss or Dutch currencies might feel the effect
of the French change. The opinion was voiced that
the new French Finance Minister, Georges Bonnet,
looks toward an eventual conversion of high coupon
rentes into lower interest obligations, much in the
manner effected in Great Britain and the United
States during recent years. Some disappointment
prevailed with the results of the investigation into
world trade problems undertaken by Belgium’s Pre-
mier, Paul van Zeeland.

Naval Competition

HATEVER doubt may have remained on the
question of qualitative limitation of naval
armaments was dispelled by the State Department
in ‘Washington, last Saturday, when it was an-
nounced that 16-inch guns would be mounted on two
new battleships now under construction. The more
important quantitative limitations lapsed with the
termination of the Washington and London treaties,
but strenuous efforts were made by Great Britain
and the United States to save from the wreckage at
least some of the more obviously sensible limita-
tions of gun calibres. Japan proved the stumbling
block and a special appeal was made to that coun-
try to keep guns on firstline ships to 14 inches.
Tokio declined, on the basis that the Japanese de-
mand for naval parity had not been met. The an-
nouncement made at Washington merely noted
“that there is not a universal acceptance by the
Washington Naval Powers of the limit of gun cal-
iber at 14 inches.” The conclusion was reached
“with the greatest reluctance” that assurances of
a 14-inch limitation could not be obtained, and the
decision to place 16-inch guns on the new American
battleships followed. There is now much interest
in the British intentions along this line. Some
months ago it was stdted in London that 14 inches
would remain the upper limit of guns on British bat-
tleships, regardless of actions elsewhere. But such
statements naturally are subject to modification, in
the light of later events.

European Diplomacy

AINS in the European diplomatic sphere-are
small and insignificant compared to the
gloomy pall dropped on the world by the Spanish
war and the new Sino-Japanese crisis, but it is pos-
sible to note a few small advances in the general
direction of amity and understanding. France and
Germany signed, last Saturday, two agreements,
covering trade between the countries and the sys-
tem of payments. In either case, most of the de-
pression encumbrances to trade were removed by
the accords, which are to become effective Aug. 1.
The clearing system adopted by France to insure
‘German payment of Dawes and Young plan obliga-
tions also was dropped. The aim on both sides is
to increase trade and keep the exchanges in sub-
stantial balance. That the accords will lead to im-
proved political relations was emphasized both in
Paris and Berlin. German relations with Austria
received study in recent weeks, and it was indicated
in Vienna over the last week-end that apprehensions
regarding the intentions of Berlin slowly are wan-
ing. The German Ambassador, Franz von Papen,
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made it plain that Austrian independence is to be
respected, although it also was emphasized once
again that Austria is a German State. The British
Labor leader, George Lansbury, concluded a visit
to Rome, last Monday, with an announcement that
his conversations with Premier Mussolini gave him
the impression of an ardent desire for peace on the
part of Il Duce. Soviet Russian officials enter-
tained the Swedish Foreign Minister, Richard J.
Sandler, late last week, and the brief courtesy call
by Mr. Sandler was regarded as a satisfactory indi-
cation of the continued strict neutrality of Sweden.

Spain
EADING governments in Europe continued to
struggle this week with the question of non-
intervention in Spain, and the varying views enter-
tained about this trying problem by fascist, com-
munist and democratic States. The British Gov-
ernment was saddled with the task of finding a
formula that would fit the present situation, pos-
sibly because Great Britain comes nearest to gen-
uine neutrality among the European Powers. After
reluctant acceptance of the appointment, London
produced a proposal on Wednesday that already has
been subjected to extensive criticism and that also
seems destined for failure. The simple fact seems
to be that the international supporters of the loyal-
ists and rebels are quite willing, in either case, to
see a genuine embargo applied to the opponents of
their favorites, but not to those they wish to see win
the civil war. The scheme for the control of out-
side aid to the Spaniards rapidly is breaking down
completely, in these circumstances, and by the same
token it becomes ever clearer that the war in Spam

is international in character.

Long sessions of the Non-Intervention Commit-
tee of London were held on July 9 in the endeavor
to solve the puzzle of effective control. After Ger-
many and Italy withdrew from the naval patrol
around Spain, offers were mdde by Great Britain
and France to assume the entire task of maintain-
ing the naval cordon. This, in turn, was unaccept-
able to the Germans and Italians, who suggested
abandonment of the naval patrol and the granting
of belligerent rights to the rebel regime of General
Francisco Franco. For the problem thus presented
the Non-Intervention Committee had no solution to
offer, and the 27 nations extended late on July 9 a
unanimous invitation to the British representative
to engage in private discussions. Last Saturday it
was reported from Paris that the French Govern-
ment would suspend the international control at
the border between France and Spain, owing to the
ineffectiveness of the similar control between Portu-
gal and Spain. Action to this effect was taken by
France at noon, Tuesday, although it was stated at
the time that French officials would take up the
task and keep the border closed, so far as volunteers
and war supplies are concerned. v

With the situation thus developing into an ever
clearer division of loyalist and rebel supporters,
London worked feverishly and proposed on Wednes-
day a complicated compromise, which immediately
was circulated to all the nations concerned. This
proposal was communicated to the House of Com-
mons, where it evoked much criticism, as well as
some favorable comment. It called for the granting
of belligerent rights to loyalists and insurgents
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alike, but only after unanimous approval by the
Non-Intervention Committee of a complete with-
drawal from Spain of all foreign volunteers. Naval
patrol would halt, under this plan, but here again
it was stipulated that neutral observers would be
stationed in Spanish ports to effect the same end.
Land control would continue, and air control receive
further study. This interesting plan promptly was
accepted “in principle” and “as a basis for discus-
sion” by the foremost Powers in Europe, but a small
flood of reservations began to pour into London the
next day, disheartening the London Foreign Office
no little. France was said to feel that there was no
justification for granting belligerent rights to Gen-
eral Franco, and there were intimations that Ger-

many and Italy would enter firm objections to the

withdrawal of “volunteers.” An extensive debate
on the British program apparently will develop,
and in the meanwhile it seems clear that non-inter-
vention is a complete fiction.

The fighting in Spain this week was bitter and
intense, with the loyalists continuing their drive
in the environs of Madrid. It is now plain that ex-
tensive preparations were made by the loyalists for
the general offensive against the rebels, since there
has been no intermission in the effort to raise the
siege of the capital. Various salients were attacked
from time to time, and the points of pressure were
altered skilfully to prevent any concentration of
rebel troops. The heaviest charges were in the areas
west and northwest of Madrid, where the rebels
were forced slowly to give ground before the numer-
ous and determined loyalists. So far, however, the
territory regained by the loyalists is of more mili-
tary than practical significance, since it is only a
fraction of the ground lost late last year. Air-
planes were employed extensively on both sides in
this fighting, and most observers agree that the
loyalists appeared to have more aircraft and swifter
ones than the rebels. The loyalist air equipment
was supplied chiefly by the Russians, while Ger-
man and Italian craft are used by the rebels. There
was an almost complete suspension of activities on
the Basque front.

Japan and China
MINOUS rumblings of a major clash between
China and Japan filled the air in the Far East
this week, as skirmishes occurred almost every day
between troops of these nations near the former
Chinese capital, Peiping. The fighting started a

" little more than a week ego, and it remains a ques-

tion as to the origin of the small battles, with either
side blaming the other. But this problem now is
hardly more than academic, for the Japanese
quickly presented their usual series of “demands,”
which thinly veil an obvious desire to slice off an-
other huge section of northern China and add it to
the area of conquest called Manchukuo. Similar
tactics reduced the area of Chinese sovereignty
markedly since 1931, as the Chinese political and
military forces always withdrew in preference to
fighting a full-fledged war with Japan. On the
present occasion, however, the Chinese authorities
give every indication of a firm intention to prevent
further incursions, and the patriotic 29th Chinese
Army is standing its ground near Peping. Wide-
scale mobilization is reported in China. Japan
moved yesterday to place all the Island Empire on a
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war footing. The seriousness of the situation is
hardly to be exaggerated, for a face-saving formula
acceptable to.both sides is becoming steadily more
difficult to find. Parleys continue between officials
of the two countries, but keen observers of Far East-
ern affairs suspect that they are mere time-consum-
ing devices, intended to cover the period of intense
preparations for war.

Japanese claims and contentions in this matter
have been unconvincing. They appear to be de-
signed just a little too shrewdly and methodically to
produce a bad situation, from which further terri-
torial advantages could be wrested. Having been
applied so often in areas already added to Man-
chukuo, the process is easily recognized. If the
generally accepted surmise 'is correct, Japanese
military authorities, with or without the initial
consent of the Tokio politicians, decided to push the
issue and take over by degrees a number of the Prov-
inces of China proper. The Chinese incidents fol-
lowed quickly what is now regarded as a Japanese
test of Russian war sentiment, effected through the
conflict centering around two marshy islands in the
Amur River, which divides Manchukuo and Siberia.
When the Russians retreated, the Japanese military
authorities apparently decided that there was little
to fear from that quarter, and the expansion move
at the expense of China promptly was put in motion.
The temper of the Chinese people and their rulers
clearly has hardened, however, and opposition to the
Japanese involves the danger of widespread warfare.
This is well realized in Washington, London and
other capitals, where the Far Eastern events are
being studied with great anxiety.

. The initial clash in the present series occurred
near Peiping on July 8, and on the following day
Japan began to present demands for full acceptance
of responsibility by China. A truce was arranged
with the readily controlled local political council,
this being a favorite Japanese strategem. But the
Chinese troops gave every indication of remaining
at their stations, and the peace moves failed. Skir-
mishes in the neighborhood of Peiping were re-
sumed last Sunday, and they continued all of this
week. It become generally known by Tuesday that
four major demands had been presented by Japan.
China was called upon to withdraw all troops from
the area of fighting, to punish her military officers
severely, to suppress all anti-Japanese movements
and to cooperate against Communism. The Japa-
nese further insisted upon restricting negotiations
on some important points to the Hopei-Chahar po-
litical council. The Nanking Nationalist Govern-
ment found such demands “utterly untenable.” Na-
tionalist armies began to move toward the Peiping
area in preparation for eventualities, and Japan
moved troops on a large scale from Manchukuo to-
ward the same points. Early yesterday it was de-

cided at Tokio to send the 12th Division of the

Imperial Army from Japan to northern China.
Some 3,000,000 Japanese army reservists were
ordered to prepare for a call to duty, and the entire
nation was put on a war basis. In Washington,
- Secretary of State Cordell Hull conveyed to Japa-
nese and Chinese representatives, last Monday, a
hope that war will be averted in northern China,
and there is reason to believe the British Govern-
ment took similar steps.
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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
Country | Effect
July 16

Rate in
Effect
July 16

Argentina..| 334
Austria. ...
Batavia____
Belgium.__.
Bulgaria.._

Date
Established

Mar, 11936
guly 10 1935

Country Date
Established
Dec. 21936
Aug, 28 1935
Nov, 29 1935
June 30 1932
May 18 1936
Apr, 61936
Jan, 14 1937
Feb. 11935
July 11936
May 28 1935
Dec. 51936
Oct. 25 1933
Dec. 13 1934
Dec. 7 1934
May 15 1933
July 10 1935
Dec. 11933
Nov. 25 1936
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Colombia. .
Czechoslo-
vakia....
Danzig....
Denmark.
England...
Estonla....
Finland....
France. ...

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

Sweden. ...
Switzerland

July 18 1933

Jan, 11936
Jan, 21937
Oct. 19 1936
June 30 1932
Sept. 25 1934
Dec. 4 1934
July 6 1937
Sept. 30 1932
Jan. 4 1937
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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 9-169, for three}months’
bills as against 9- 16% on Friday of last week. Money
on call at London on Friday was 149,. At Paris
the open market rate remains at 5%, and 1n[SW1tzer-
land at 19,.

Bank of England Statement

HE statement for the week ended July 14, shows
a small increase of £59,892 in gold holdings
raising the total to another record high of £327,-
354,426 ; a year ago gold holdings were £231,954,289.
Note circulation contracted £1,019,000 after six
successive weeks of increases during which period
circulation rose from £475219,629 on May 26 to
£494,424 000 on July 7 which latter was the highest
the figure ever attained. The unusually large rise
during this period has been generally attributed to
French hoarding of British notes; however part. of
the increase in the latter part of the period was un-
doubtedly due to usual month-end demands. The
changes in these two items brought about an in-
crease of £1,079,000 in reserve. Public deposits
rose £7,866,000 and other deposits £605,000. The
latter consists of bankers’ accounts which rose £631,-
000 and other accounts which decreased £25,983. The
reserve proportion dropped to 22.7%, the low of the
year and compares with 23.30% a week earlier and
32.00% a year ago. Loans on government securities
increasad £7,335,000 and on other securities £92,-
904. Other securities comprise discounts and ad-
vances which fell off £216,361, and securities which
increased £309,265. The discount rate did not
change from 2%. Below we show the different
items with comparisons for previous years:
BANK OF ENGLAND'S COMPARATIVE STATEMENT

July 14,

-
July 15, July 17, July 19,
1937 1936 1935 1933

¥
July 18,
1934

h £ £ £ £
493,405,000(443,258,762(399,567,687|383,888,618(377,374,459
23,120,000| 20,391,831| 7,883,273| 20,644,473| 19,051,759
126,301,725(131,321,103|142,427,136(132,690,912 (151,363,885
89,172,522| 90,637,413|103,582,360( 96,881,478 94,159,317
37,129,203| 40,683,690| 38,844,776 35,809,434 57,204,568
103,960,532| 96,813,310( 91,886,044| 83,187,071 89,590,963
Other securities 29,661,479( 24,271,534| 22,826,386( 19,947,007 25,309,013
Disct. & advances.| 8,818,835| 5,864,044| 9,276,001| 7,462,713( 11,246,485

1 20,742,644| 18,407,490( 13,549,485| 12,484,294 14,062,528

Reserve notes & coin| 33,948,000| 48,695,5627| 53,671,647| 68,289,949| 73,606,193
Coin and bullion. ... [327,354,426(231,954,289(193,239,334|192,178,567(190,980,652
Proportion of reserve
to liabilities 22.7% 32.00% 35.70% 44.53% 43.199%
Bank rate 2% 2% 2% 2% 29,

Bank of France Statement
HE statement for the week of July 8 showed
a slight increase in gold holdings of 137,970
francs, which brought the total up to 48,859,359,

%

Circulation

Public deposits

Other deposits
Bankers'’ accounts.
Other accounts. ..
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303 francs, as compared with 54,606,761,205 francs
a year ago and 71,351,359,405 francs the year be-
fore. The reserve ratio stands now at 48.23% ; last
year it was 58.32% and the previous year 74.91%.
Notes in circulation fell off 43,000,000 francs, which

brought the total down to 88,643,288,350 francs.

Circulation a year ago agg regated 86,090,395,580
francs and two years ago 81,728,580,795 francs.
Credit balances abroad, French commercial bills
discounted, bills bought abroad, advances against
securities, creditor current accounts and temporary
advances to State recorded decreases, namely 4,000,
000 francs, 148,000,000 francs, 102,000,000 francs,
275,000,000 francs 1,458,000,000 francs and 13,000,
000 francs respectively. Below we furnish a com-
parison of the different items for three years:

BANK OF FRANCE'S COMPARATIVE STATEMENT

Changes

Jor Week July 8, 1937 | July 10, 1936 | July 12, 1935

Francs Francs Francs Francs
+-137,970(48,859,359,303|54,606,761,205|71,351,359,405
—4,000,000 13,000,000 43,285,765 9,890,981

—148,000,000| 9,977,380,052| 6,406,231,078| 6,814,973,075
—102,000,000| 884,872,036
Adv, against securs.| —275,000,000| 4,189,876,143
Note circulation.__.| ~ —43,000,000|88.643,288.350|86.090,395.580
Credit. current acets|—1,458,000,000(12,659,480,964| 7,550,054,800(13, 517 1536 416

c Temp. advs. with-
—13,000,000{22,153,738,771|15,083,423,335

Gold holdings. . ....
Credit bals. abroad.
a French commercial
bills discounted. .
b Bills bought abr'd
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and 9-169, asked. The bill-buying rate of the New
York Reserve Bank is 149 for bills running from 1 to
90 days, 34% for 91-to 120-day bills and 19, for 121-
to 180-day bills. The Federal Reserve Bank’s hold-
ings of acceptances decreased from $3,669,000 to
$3,596,000. Open market dealers are quoting the
same rates as those reported by the Federal Reserve
Bank of New York. The rates for open acceptances

are as follows:
SPOT DELIVERY
—180 Days—— —150 Days— —120 Days—
Bid Aaud Bid Astea Bld Asted
Prime eligible bills % %6 56 1000 Nd ¢ .
—90 Days— ——=60 Days— ~——30 Days~—
Btd Asl:ed Bid Aaked Bid Asked
Prime eligible bills ¥% 716 1] "6 41 Y16
FOR DELIVERY WITHIN THIRTY DAYS
Eligible member banks
Eligible non- ber banks,

56 % bid
5 % bld

Discount Rates of the Federal Reserve Banks

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

Reserve banks:
DISCOUNT RATES OF FEDERAL RESERVE BANKS

Rate in
Effect on

Federal Reserve Bank
: July 16

Date
Estabdlished

74.91%
¢ Rep-

out int. to State..
Propor'n of gold on

hand to sight liab. 0.70% 48.23% 58.32%

a Includes bills purchased in France. b Includes bills discounted abroad.
resenting drafts on 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. Immediately following devaluation,
10,000,000,000 francs of the Bank's gold was taken over by the French stabilization
fund, but it was announced a few days thereafter that 5,000,000,000 francs of the
gold had been returned to the Bank. See notation to table ‘‘Gold builion in Euro-
pean Banks' on a subsequent page of this issue.

Note—*"'Treasury bills discounted" appeared in blank in the statement of Sept. 25
a8 all these bills had matured and have since been transferred to the account
*Temporary advances without interest to the State.”

New York Money Market

USINESS was dull this week in the New York

~money market, and rates were unchanged in
all departments. The Treasury inaugurated a new
series of discount bill issues due next December,
and the usual longer issue also was sold, making
$100,000,000 in all. The awards on Monday were at
0.419% average for the $50,000,000 bills due in 155
days; and at 0.5149% average for $50,000,000 due
in 273 days. Bankers’ bill and commercial paper
rates were unchanged, with little business done.
Call loans on the New York Stock Exchange held
at 1% for all transactions, while time loans were
offered at 114 % for datings to 90 days, and at 114%
for four to six months’ maturities.

'~ New York Money Rates

EALING in. detail with call loan rates on the -

Stock Exchange from day to day, 19, was the
ruling quotation all through the week for both new
loans and renewals. The market for time money
continues quiet, no transactions having been reported
this week. Rates continued nominal at 114% up to
90 days and 1149, for four to six months’ maturities.
The market this week for prime commercial paper
has been very active. Paper has been in good
supply and the demand brisk. Rates are unchanged
at 19, for all maturities.

Bankers’ Acceptances
HE market for prime bankers’ acceptances has
quieted down this week. The demand still
continues in excess of the supply. There has been

no change in the rates. The official quotations as
issued by the Federal Reserve Bank of New York for
bills up to and including 90 days are 159 bid and
7-169, asked; for bills running for four months, 9-16%,

bid and 149, asked: for five and six months, 54% bid
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Course of Sterling Exchange

TERLING exchange continues firm and in de-
mand. On Friday the pound moved into new
high ground for the year when cable transfers sold
at $4.9784. The firmness displayed during the past
few weeks reflects ease in the dollar, resulting partly
from the movement of foreign funds from New York
to London. Sterling is likewise firm on seasonal
account and as a result of a general trend of foreign
funds from many quarters to London in search of
safety and investment. The range for bankers’ sight
bills this week has been between $4.95 13-16 and
$4.9714, compared with a range of between $4.941%
and $4,9614% last week. The range for cable transfers
has been between $4.957% and $4.9734, compared
with a range of between $4.94 9- 16 and $4.9614 a
week ago.

During the past few weeks foreign exchange traders
seem to have discovered signs that some European
funds are moving from the New York market into
sterling. This seems to be especially true of French
and Dutch balances in New York. The movement

_is due to fears of possible discriminatory taxation in

this country against foreign capital as a part of the
program to ‘“plug tax-loopholes.” The outward
movement is induced by the fact that American, offi-
cials have indicated a willingness to exchange in-
formation with other governments in a cooperative
endeavor to keep track of capital for tax purposes.
The British Government has consistently refused
to consider all suggestions that it cooperate with
other members of the tripartite agreement in report-
ing foreign funds invested in Great Britain. It
would be contrary to traditional British policy to
take such a stand as would compel British bankers
to disclose the business secrets of their customers.
The attitude of Great Britain in the matter is merely
a reflection and extension of the policy adopted when
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in September, 1931, on departing from the gold
standard, the Government refused to nationalize gold
and gave solemn pledges of the safety of privately
owned gold in England whether held by Brltlsh na-
tionals or by foreigners.

Concurrent with the movement of foreign funds
from New York there is evidence of a reduced flow
of gold from abroad to the United States. According
to Washington advices the United States Treasury is
gratified by the recent abatement in the gold move-
ment, but no official comment is likely to be made
unless  the trend is greatly prolonged. Thus far,
at least, the movement is not sufficiently marked to
indicate a major trend. The present inflow of gold
_is small only in comparison with the heavy move-
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ments of gold to New York during April, May and:

June, when the French franc was approaching its
latest crisis.
According to the Paris reports from official sources

there has been some repatriation of French funds from .

both London and New York, but foreign exchange
traders here and in London find no evidence of such
repatriation and interpret the French statements as
official expressions designed to stimulate confidence
in the franc and the present French regime.

Whatever gold is moving from the United States
to Europe represents probably nothing more than
exchange of earmarkings by the tripartite countries.
Under the terms of the tripartite currency agreement
foreign currencies obtained by control operations may
be converted into gold at the prices mutually agreed
upon by the control involved. It is believed probable
that both the British and Dutch controls may have
converted dollars acquired in the past several days
into gold. However, this is no more than the best
surmise of the foreign exchange market, as the oper-
ations of the equalization funds are either kept secret
or are not disclosed until too late to have any effect
on the market.

Gold for hoarding is again in demand in London,
- while at the same time foreign, especially French,
hoarders are acquiring British bank notes. The peak
of British note circulation is seasonally some weeks
off, but despite the high level of British trade and em-
ployment the note circulation of the Bank of England
would not be so great at this time were it not for the
incessant demand by European hoarders.

Tourist demand for sterling is now at a high level
and is not likely to diminish until the approach of
September. This year, as last, Great Britain has
commanded the major share of tourist trafflc, espe-
cially from this side.

The tone of British business has acquired a new
note of optimism. The scope and incidence of the
new National Defense Contribution was fully re-
vealed by Chancellor Simon’s speech in the House of
Commons on June 21, together with the publication
on June 23 of the clauses in the finance bill relating
to the measure. Both the City of London and in-
dustrial Britain generally have accepted the measure
as not in the least oppressive.

Only last week Premier Chamberlain made a cheer-
ful summary of the current British position. His
review of the European political situation naturally
was cautious, but concerning Britain’s economic posi-
tion he stressed the optimism with which he still
regarded the outlook. There is abundant evidence
that British industry ‘will suffer no major reaction
soon or in the more distant future. Even with the
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recession inbusiness activity which might follow com-
pletion of the rearmament program some years hence,
other upward movements promise a broadened
activity. '

A gratifying feature has been the quite steady rise
in gilt-edged securities from the prolonged depression
which chilled investment sentiment throughout the
country. According to traditionally accepted Lon-
don opinion, all British markets follow the lead of
the gilt-edged market. In the past few weeks there
has been a quick oversubscription of a majority of the
new industrial capital issues, indicating the return
of public confidence.

Recent tariff reductions in steel and some other
metals have given satisfaction to industrial interests
in Great Britain which have been suffering from a
shortage of materials, with a resultant impetus to
imports, highly necessary imports, but offset by
British exports and re-exports. British imports for
the first six months of the year totaled £483,986,000,
an increase over the corresponding period of 1936 of
£8,136,000. British exports and re-exports for the
first six months of 1937 totaled £291,740,000, an in-
crease over the corresponding period a year ago of
£52,390,000.

London money rates continue extremely com-
fortable, with hardly any change from day to day.
Call money is available at 149%,. Two- and three-
months’ bills are 9-169,, four-months’ bills 19-32%,
and six-months’ bills 23-329,. All the gold available
in the London open market this week has been taken
for unknown destination, believed to have been taken
largely for private account and left on deposit with
the London banks. On Saturday last there was
available £199,000, on Monday £213,000, on Tuesday
£433,000, on Wednesday £182,000, on Thursday,

£168,000, and on Friday £207,000.

At the Port of New York the gold movement for
the week ended July 14, as reported by the Federal
Reserve Bank of New York, was as follows:

GOLD MOVEMENT AT NEW YORK, JULY $-JULY 14, INCLUSIVE

Imports Ezports
$10,608,000 from England
' 2,517,000 from Canada
1,128,000 from France

472,000 from India

None

$14,725,000 total

Net Change in Gold Earmarked for Foreign Account
Decrease: $1,308,000

Note—We have been notified that approximately $21,463,000 of gold
was received at San Francisco, of which $20,200,000 from Japan, $1,181,000
from Australia and $82,000 from China.

The above figures are for the week ended on
Wednesday. On Thursday $2,863,700 of gold was
received, of which $1,343,600 came from England,
$1,234,300 from Switzerland and $285,800 from
Holland. There were no exports of the metal or
change in gold held earmarked for foreign account,.
On TFriday, $270,700 of gold was received from
England. There were no exports of the metal, or
-change in gold earmarked for foreign account. It
was reported on Friday that $1,890,000 of gold was
received at San Francisco from Australia.

Gold held in the inactive fund, as indicated in
the daily Treasury statements issued during the week
ended last Wednesday, was as follows: The day-to-
day changes are our own calculations:

GOLD HELD IN THE TREASURY’S INACTIVE FUND
Amount Daily Change
$1,153,977,826 +$9,467,082
1,166,400,571 412,422,745
1,167,601,895 41,201,324
1,173,656,435 46,054,540
July 13 1,182,859,721 49,203,286
b 71 17 U RS M. s g B S 1,191,185,888 +8,326,167

Date—
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Increase for the Week Ended Wednesday
$46,075,144

Canadian exchange during the week was relatively
steady. Montreal funds ranged from a distant of
13-649, to a discount of 11-649).

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, July 10 Wednesday, July 14
Monday, July 12 Thursday, July 15
Tuesday, July 13 Friday, July 16,

LONDON OPEN MARKET GOLD PRICE

Saturday, July 10 . 3d. | Wednesday, July 14..__140s. 1d.
Monday, July 12 . 2d. | Thursday, July 15...1408.1%4d.
Tuesday, July 13 139s. 11d. | Friday, July 16-..140s. 1d.

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

Wednesday, July 14
Thursday,
Friday,

Referring to day-to-day rates sterling exchange
on Saturday last was firm. Bankers’ sight was
$4.95 13-16@$4.96, cable transfers $4.9574@%$4.96 14.
On Monday sterling was in demand and moved into
new high ground for the year. The range was
$4.9634@%$4.97 for bankers’ sight and $4.9614@
$4.971% for cable transfers. On Tuesday the pound
continued firm in active trading. Bankers’ sight
was $4.9654@%4.97 and cable transfers $4.9634/@
$4.9714. On Wednesday exchange on London was
slightly easier. The range was $4.9654@%$4.967%
and $4.9634@$4.97 for cable transfers. On Thurs-
day exchange was steady and showed a firm under-
tone. Bankers’ sight was $4.96 Ls@%4.9634 and
cable transfers were $4.955¢@$4.967%. On Friday
sterling continued firmer. The range was $4.9634@
$4.97)4 for bankers’ sight and $4.9614@$4.9734 for
cable transfers. Closing quotations on Friday were
$4.9714 for demand and $4.97 5-16 for cable transfers.
Commercial bills finished at $4.96 1-16, 60-day bills
at $4.96 5-16, 90-day bills at $4.96 1-16, documents
for payment (60 days) at $4.96 5-16, and 7-day grain
bills at $4.9634{. Cotton and grain for payment
closed at $4.96 1-16.

Saturday, July 10
Monday, July 12
Tuesday, ._Iuly 13

$35.00

Continental and Other Foreign Exchange
TH-E French franc situation presents no new

features. During the past few days the market
‘has been exceptionally quiet, with demand for francs
at a minimum. Spot francs are held relatively steady
through the cooperation of the exchange Equalization
fund, but future francs are at a sharp discount. On
Bastille Day, Wednesday, July 14, the Paris market
was closed.

When the market reopened on Thursday the out-
look for the franc was far from propitious. There
was no indication of a return of confidence as to the
immediate future, as evidenced by the fact that
international stocks in Paris were firm, while the
remainder of the list was generally heavy. Govern-
ment bonds dropped sharply, rentes reacting as much
* a8 250 centimes and the Bank of France issue down
215 francs.

On Friday spot francs weakened badly. The Lon-
don rate closed at 130.02 francs to the pound, while
the New York close was 3.8214 cents, new lows.

Throughout the past week the New York rate on
Paris ranged between 3.8214 and 3.8814 cents, while
the London check rate on Paris was relatively steady
around 128 francs to the pound. London expresses
some disappointment that the franc should not appre-
ciate to 125.

Financial Chronicle
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It is understood that both Washington and official
London would be glad to see such an appreciation.
According to a recent comment in the London “Fi-
nancial News”’: “This is the price which France must
pay if she wishes to retain membership in the tripar-
tite agreement.” If appreciation to that level fails
to bring a repatriation of French capital, the ‘“News”
suggests the French, wishing to hold intact the Bank
of France gold reserves, “would be forced to let the
franc depreciate, whatever Anglo-American opinion
might be.” It goes on to say: “There is good reason
to believe that the other members of the tripartite
agreement might in this eventiality grant a credit or
at least an overdraft to the French exchange fund so
long as the French Government had in the meantime
embarked on drastic reforms promised in the nine-
point program.” Rumors were current in London a
few days ago to the effect that such a credit is already
under consideration.

No official comment has been vouchsafed in the
matter, but whether a credit is being considered or
not, the French fund certainly stands in need of such
assistance. In the two withdrawals of gold by the
French Equalization Fund from the Bank of France
in the past two weeks, amounting to approximately
8,500,000,000 francs, the Bank of France gold hold-
ings were reduced below what is considered the desir-
able minimum in the event of war.

There can be no doubt of the complete cooperation
of the United States Treasury with whatever meas-
ures the London authorities deem necessary to im-
prove general economic. and financial conditions.
However, London’s attitude toward the French
financial crisis is in a very large measure governed by
political considerations.

Foreign exchange traders can find no evidence of
repatriation of French balances from New York or
London, despite the movement from New York to
London of French balances. Semi-official state-
ments from Paris that the French stabilization fund

has acquired sterling valued at several millions of

francs are discounted in foreign exchange circles asg

attempts to inspire additional confidence in the franc.
The following table shows the relation of the leading

European currencies to the United States dollar:

0ld Parity New Dollar
Parity Parity a
6.63
16.95
8.91

Range
:This Range
3.8214 to 3.881%
16.83 to 16.85%4
5.261% to 5.26%4

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

Switzerland (franc) 32.67
Holland (guilder) . 68.06 54.98%4 to 55.11

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

b The franc cut from gold and allowed to “float’’ on June 30.

The London check rate on Paris closed on Friday
at 130.02, against 128.05 on Friday of last week. In
New York sight bills on the French center finished at
3.8214, against 3.8714 on Friday of last week; cable
transfers at 3.8214, against 3.8734. Antwerp belgas
closed at 16.8314 for bankers’ sight and at 16.8314
for cable transfers, against 16.84 and 16.84. TFinal
quotations for Berlin marks were 40.2214 for bankers’
sight bills and 40.2214 for cable transfers, in compari-
son with 40.1514 and 40.16. Italian lire closed at
5.26 for bankers’ sight bills and at 5.2614 for cable
transfers, against 5.2614 and 5.2614. Austrian
schillings closed at 18.78 against 18.78; exchange on
Czechoslovakia at 3.4834, against 3.487¢; on Bu-
charest at 0.74, against 0.74; on Poland at 18.91,
against 18.93; and on Finland at 2.20, against 2.20.
Greek exchange closed at 0.911%, against 0.91.

22.8014 to 22.9414 -
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LL'XCHANGE on the countries neutral during the
war is generally firm in keeping with the firmer
undertone of sterling. This is especially true of the
Seandinavian currencies. The Swiss and Dutch units
are moving more independently. The guilder is
particularly strong. In Tuesday’s market the guilder
moved into new high ground for the year when the
unit was quoted at 55.12 cents in New York. It is
understood that for several days the Dutch exchange
control was forced to buy dollars vigorously in Am-
sterdam to offset the heavy movement of Dutch
balances from New York to both London and Amster-
dam. Should the movement of European balances
out of New York continue, it may develop that some
gold may be lost from New York to Amsterdam.
Bankers’ sight on Amsterdam finished on Friday at
55.10, against 54.99 on Friday of last week; cable
transfers at 55.11, against 54.99; and commercial
sight bills- at 55.06, against 54.95. Swiss francs
closed at 22.92 for checks and at 22.92 for cable trans-

fers, -against 22.8914 and 22.8914. Copenhagen

checks finished at 22.21 and cable transfers at 22.21,
against 22.15 and 22.15. Checks on Sweden closed
at 25.64 and cable transfers at 25.64, against 25.58
and 25.58; while checks on Norway finished at 24.99
and cable transfers at 24.99, against 24.93 and 24.93.

Spanish pesetas are not quoted in New York.
—_—

XCHANGE on the South American countries is
generally firm. The conferences which have
been in progress for some weeks between the United
States Treasury Department and the Brazilian Fi-
nance Minister, Arthur de Souza Costa, have ter-
minated. The United States establishes a $60,-
000,000 gold credit for Brazil in exchange for dollar
balances held by Brazil, with the proviso that the
gold be used only for exchange stabilization.

Similar conferences are now being held between
representatives of the Treasury of Chile and Wash-
ington authorities. Sr. Desiderio Garcia, Subsecre-

“tary of the Treasury of Chile, is in Washington and
it is understood that he has made suggestions to his
Government for changes in its system for control of
foreign exchange. The operation of the Chilean
system has been held in Washington to be of dis-
advantage to the United States in a way which makes
inadvisable the negotiation of a reciprocal trade
agreement because of its effects on exports from the
United States. .

Argentine pesos are especially firm. Buenos Aires
dispatches state that the value of Argentine exports
for the six months ended June 30, 1937, aggregated
1,409,047,100 pesos, an increase of 959 over the
corresponding half of 1936. Argentina’s exports for
the first half of this year were the largest in the history
of the country.

Argentine paper pesos closed on Friday, official

quotations at 33.13 for bankers’ sight bills, against

33.05 on Friday of last week; cable transfers at 33.13,
against 33.05. The unofficial or free market close
was 30.25 @ 30.32, against 30.20. Brazilian milreis,
official rates, are 8.87, against 8.85. The unofficial
or free market in milreis is 6.60 @ 6.65, against
6.62 @ 6.65. Chilean exchange is nominally quoted
at 5.19, against 5.19. Peru is nominal at 26.00,

against 25.75.
PR

EXCHANGE on the Far Eastern countries is steady
and inclined to firmness in sympathy with the

pound. International bankers fear that the Sino-
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Japanese conflictfmayJresult’in weakness in the yen.
However, Japanese authoritiesYinsist that the yen
control is so strong that thereiwill}be no difficulty in
maintaining the yen at its present parity of 1s. 2d.
In view of the already strained position of the yen due
to the growing deficit in Japanese foreign trade, some
authorities believe that in the event of a major war the
Japanese would be faced with a severe test in main-
taining the current stability of the yen. For a con-
siderable period the Japanese yen has not been a
major factor in the outlook for international currency
because of the rigid peg in terms of sterling which
the Japanese authorities have maintained. A break-
down in the sterling-yen ratio, it is believed, would
seriously impair the prospects of general currency
stabilization. Papers have been signed completing
the new Chinese-American agreement which provides
for sales of gold to China and commensurate pur-
chases of silver by the United States. This does not
mean that gold will be actually shipped to China,
but that gold and dollar credits will be earmarked in
New York for Chinese account. The agreement
enables China to get dollar credits for yuan exchange,
which she needs for currency stabilization operations.

Closing quotations for yen checks yesterday were
28.91 against 28.79 on Friday of last week. Hong-
kong closed at 30.39 @ 30 7-16, against 30.34 @
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- 303%; Shanghai at 295§ @ 2934, against 29.75 @

29 29-32; Manila at 50.30 against 50.30; Singapore
at 58.35, against 58.25; Bombay at 37.56, against
37.45; and Calcutta at 37.56, against 37.45.

Gold Bullion in European Banks

THE following table indicates the amounts of gold
bullion (converted into pounds sterling at par |
of exchange) in the principal European banks as of
respective dates of most recent statements, reported
to us by special cable yesterday (Friday); comparisons
are shown for the corresponding dates in the previous
four years:

Banks of— 1937 1936 1935 1934 1933

£
190,980,652
652,378,739
9,928,350
90,383,000
5,000

£

192,178,567
637,906,834
2,712,750
90,537,000
71,678,000
70,572,000
75,538,000
61,189,000
15,278,000
7,397,000

£
193,239,334
570,810,875

£

231,954,289
436,854,089

2,372,300
1323, 88,092,000
y 1575, 242,575,000
Netherlands 50,936,000
Nat. Belg.. 107,141,000
Switzerland. 49,292,000
Sweden._... 24,028,000
Denmark. . 6,553,000
Norway... 7,210,000 6,602,000 6,577,000 6,569,000

Total week. (1,089,560,205/1,047,007,678/1,351,975,593|1,231,564,151 1,242,372, 741
Prev. week. [1,086,000,47711,037,789,53611,156,731,94111,230,580,84711,238.321 1497

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 £967,950." ¢ Amount held Aug. 1, 1936: latest figures available.

Note—The par of exchange of the French franc 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 trom francs to pounds.

£
327,354,426
296,117,329

England. ..
France._ ...
Germany b_

83,598,000
25,831,000
6,549,000
6,602,000

45,248,000
19,760,000

7,394,000 7,397,000

¢

Pending Legislation in Congress

The effort of the Administration to force the
court packing bill through the Senate, and the ap-
parent determination of opponents of the bill to
fight it indefinitely with whatever legislative means
are available, have had the effect of bringing the
consideration of other legislation practically to a
standstill until the court proposal shall have been
disposed of. In the House of Representatives,“which
on the court measure may be expected to await the
action of the Senate, there is less interruption of or-
dinary procedure, but the interest in the Senate
debate is intense, and the fighting speech of Rest
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resentative Hatton W, Sumners, Chairman of the
Judiciary Committee, on Tuesday may forecast a
state of things in the House comparable to that
which exists in the Senate. As neither body has
for months shown great eagerness to act upon even
the most important of the many other bills before
it, the chances seem many that, with the prolonga-
tion of the session and the confusion occasioned by
the sudden death of Senator Robinson, the Demo-
cratic majority-leader, important bills will either
be rushed to passage in the last few days of the
session or allowed to rest in committee.

Of the bills pending, one of the most important
is the Black-Connery bill for Federal regulation of
wages and hours. So much hostility developed to
the bill in its original form that the Senate Com-
mittee on Education and Labor, of which Senator
Black is Chairman, felt it necessary to rewrite Sec-
tions 4 and 5 in particular, and the revised text of
these sections was reported to the Senate on July
8. After setting forth the existence of extremely
low wages and exhaustingly long hours in industries
engaged in interstate commerce, pointing out that
it is impossible to eliminate these evils “arbitrarily
by an abrupt change so drastic that it might do
serious injury to American industry and American
workers,” but that it is necessary to proceed “cau-
tiously, carefully, and without disturbance and
dislocation of business and industry,” and declaring
that the policy of the measure is “to maintain, so
far as and as rapidly as is economically feasible,
minimum-wage and maximum-hour standards at
levels consistent with health, efficiency and general
well-being of workers and the maximum produc-
tivity and profitable operation of American busi-
ness,” the bill proceeds to indicate how these ends
are to be attained.

The statement of the revised Section 4 (b) is such
a masterpiece of combined specification and general-
ization that it deserves quotation in full. “Having
regard to such policy,” the subsection declares, “and
upon finding after notice and hearing, as herein-
after provided, that the application of the minimum

wage provisions of this Act to any occupation or -

occupations will not curtail opportunities for em-
ployment, the Board [of five members which is to
administer the Act] shall by order from time to
time declare, for such occupations, minimum wages
which shall be as nearly adequate as is economically
feasible, without curtailing opportunity for em-
ployment, to maintain a minimum standard of liv-
ing necessary for health, efficiency and general well-
being; provided, that the Board’s jurisdiction in
declaring minimum wages shall not include the
power to declare minimum wages:in excess of 40
cents an hour, but higher minimum wages fixed by
collective bargaining or otherwise shall be encour-
aged, it being the ‘objective of this Act to raise the
existing wages in the lower-wage groups so as to
approach as rapidly as practicable a minimum wage
of 40 cents an hour without curtailing opportuni-
ties for employment and without disturbance and
dislocation of business and industry.”

A similarly-worded subsection forbids the Board
to fix a maximum working period of less than 40
hours per week, a downward approach to that level,
however, being expected. In the cases of both wages
and hours, the Board is to consider cost of living
and terms agreed upon through collective bargain-
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ing, and, in the case of hours, the number of per-
sons available in an occupation.

It is obvious that while these revised provisions
limit somewhat the extraordinary authority which
the original bill conferred upon the Board, they do
very little to remove other fundamental objections.
The bill still proposes direct Federal interference
with wages and hours in most industries and busi-
nesses, notwithstanding that regulation of such mat-
ters would much better be left to the States. It
intrusts to a Federal board, especially created for
the purpose and in a position to build up an indefi-
nitely large staff of employees, a power of all but
universal meddling, and leaves to its discretion the
determination of whether or not its rulings and
orders will disturb or dislocate business or industry.
It practically commits the government to support
of a 40-cents-an-hour minimum wage and a 40-hour
maximum work week, thereby affirming, by implica-
tioa, that $16 a week is to be regarded as a satis-
factory wage, notwithstanding that in terms it
avoids the establishment of any fixed figure. The
revised Section 4, moreover, is shot through with
the unfounded theory that employment is dependent
upon the scale of wages and hours, and that if wages
are raised and hours are shortened there will be
more work. The few improvements that the Sendite
Committee has made in the bill do not suffice to
show that the bill should be passed.

In the field of agriculture two measures in par-
ticular stand out. On Monday President Roosevelt
vetoed a bill continuing low rates of interest on
Federal Land Bank loans. In the course of a search-
ing criticism of the bill and a detailed examination
of the loan situation with which it dealt, President
Roosevelt declared his belief “that there is no justi-
fication for continued government ‘subsidy of
Federal Land Bank interest rates below the unpre-
cedentedly low rates these banks are now offering
farmer borrowers on a business basis.” A reduc-
tion from 5% to 4% in the interest on loans made
by the Land Bank Commissioner on behalf of the
Federal Farm Mortgage Corporation, for which the
bill also provided, was rejected as undesirable in
view of the fact that most of the Commissioner loans
are made on second mortages, and “are frequently
granted upon farms which, because of some physi-
cal or economic hazard, would not qualify as se-
curity for a Federal Land Bank loan.” A continu-
ance of the 5% rate, accordingly, seemed to the
President warranted by the greater risk involved.
These arguments did not, however, appeal to the
House, which on Tuesday overrode the veto by the
huge majority of 260 to 98. In the Senate, where
the bill also had strong support, further action ap-
parently waits upon the disposition of the court
packing bill.

Unfortunately, on the same day on which the
loan bill was vetoed President Roosevelt, in identi-
cal letters to the Chairmen of the Agricultural Com-
mittees of the Senate and House, asked for favor-
able action on the pending farm program in which
the ideas of Secretary Wallace and the American
Farm Bureau Federation are embodied. In spite
of the fact that “industrial employment continues
to gain” and that “with few exceptions crops are
good and prices for farm products are far above
their low level,” a stable annual income for the
farmer, ‘Mr. Roosevelt insisted, has not been at-
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tained, “warning signals are already in sight” and
“existing laws are not adequate to guarantee future
safety.,” He accordingly asked for the enactment
of legislation which would continue the present
agricultural conservation program “as the founda-
tion of the long-time plan,” together with the ever
normal granary and the “protection of farm prices
and farm income.” Such a program, in his opinion,
“can serve alike the welfare of the farmer and the
consumer, of business and of labor.”

Whether, in view of Senator Robinson’s death,
the chances of action on any farm bill are likely to
be any better than they have been for the past two
months or so, or whether Mr. Roosevelt’s letter will
overcome the opposition which the proposed legisla-
tion has already encountered in Congress, can-
not at the moment be safely predicted. Repre-
sentative Marvin Jones of Texas, Chairman of the
Agricultural Committee of the House, while anxious
to “do something” for the farmers, would like to re-
tain the present soil conservation program, which
the Wallace plan would supersede, as the basis of
a permanent system, and would extend the system
to all farm products instead of limiting it to wheat,
corn, cotton, rice and tobacco. Cotton growers, on
the other hand, appear to be increasingly skeptical
about the wisdom of government regulation of cot-
ton prices, and are not unmindful of the effect of
government interference in the past in disturbing
the cotton market. No new arguments have been
adduced to show that the ever normal granary could
have any effect in stabilizing the prices of farm
products whose prices are determined by world
supply and not by the domestic crop, or that the
financial results would be any less disastrous than
those registered by the old Federal Farm Board.
A bill. embodying Mr. Roosevelt’s suggestions was,
however, introduced in the Senate on Thursday.

For various other measures the outlook is as un-
certain as it appears to be for the wages and hours
bill and a farm bill. Consideration by a Senate
subcommittee of the bill to create seven “little
TVA’s” has been delayed by the illness of Senator
Norris, the sponsor for the measure, and postpone-
ment until the next session appears likely. The bill
is a thoroughly mischievous measure, and its enact-
ment would jeopardize every private power com-
pany in the country and the position of all holders
of power company securities. The Wagner housing
bill has continued to undergo revision in committee,
a late report indicating a proposed reduction from

$1,000,000,000 to $700,000,000 in the total of obliga-

tions which the Federal Housing Authority would
be allowed to issue, and a further reduction in the
amount of the first annual appropriation to be made
- by the Treasury. Meantime a new study of the
housing situation is reported to be under way. So
much opposition has developed, especially in the
Senate, to the proposed reorganization of the Ex-
ecutive departments that no early action on the pro-
posal is expected. Unless the court packing bill
is withdrawn or roundly rejected by the Senate, the
conditions are favorable for a legislative “jam” of
a highly dangerous character. In view of all the
- circumstances, the country would probably be grat-
ified if Congress, after disposing of the court hill,
could see its way to passing promptly the necessary
appropriation bills and then adjourn.
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War and Diplomacy on Two Fronts

The termination,at noon on Tuesday of the inter-
national supervision of the Franco-Spanish frontier
would probably be entitled, under ordinary circum-
stances, to be regarded as marking the end of the
attempt of the Non-intervention Committee at Lon-
don to “localize” the Spanish conflict, and the be-
ginning of a period in which some different attitude
on the part of the Powers would in due time develop.
Unfortunately, the circumstances are not ordinary.
For several months the diplomatic maneuvers over
Spain have taken on increasingly the appearance
of a crudely constructed and poorly acted stage
play in which the plot and the acting left the spec-
tators bewildered. Not only is it impossible at the
moment to forecast with any assurance the effects
of the action of France upon the status of the Lon-
don Committee, the relations between its members
‘or the immediate course of the war, but the situa-
tion has been further confused by the submission on
Wednesday of a new and considerably more compli-
cated British proposal under which international
supervision would be restored.

Both the French and the British action are the
natural fruit—natural; however, in quite different
ways—of the futile attempt of the London Com-
mittee to reach common ground at its meeting on
July 9. After five hours of conference in the course
of which Count Dino Grandi, the Italian repre-
sentative, made a stinging criticism of the actual
operation of the naval patrol, and charged that
large shipments of food and other supplies, carried
by British vessels to Bilbao nominally for women
and children, were in fact intended for General
Franco’s troops, the Committee found itself as far
from agreement as ever, and laid the problem in the
lap of the Earl of Plymouth, the British representa-
tive, for solution, if possible, through his personal
efforts. Precisely what connection there is be-
tween his efforts and the new plan which was
announced on Wednesday is not clear, but in the
meantime the French Government had given for-
mal notice that if no agreement was reached by
Tuesday, the international observers on the Franco-
Spanish border would be superseded and the move-
ment of persons and goods would be supervised, as
in ordinary times, by customs officers and police.

There were several reasons for the French decision,
There has been no satisfactory denial of the charge
that large numbers of volunteers and large quanti-
ties of goods in aid of the loyalist Government at
Valencia have for months been entering Spain from
France, and it is well known that strong pressure
was put upon the Blum Government to show its
sympathy for the loyalists. As long as the joint
patrol of the Spanish coast was maintained, how-
ever, France adhered to its agreement, but when
the patrol operations were disrupted by the with-
drawal of Germany and Italy, following loyalist
attacks on German and Italian vessels, thé obliga-
tion to continue the international land supervision
disappeared. By waiting until the German and
Ttalian withdrawal, France was able to avoid re-
sponsibility for declining to adhere further to the
London agreement, at the same time that, by re-
suming control of border traffic, it silences the cri-
tics who urged that foreign observers could not
properly exercise authority in French territory.
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~ The new British plan shows nothing more promi-
sing than another shuffling of the diplomatic cards.
In place of the joint naval patrol, which is to be
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discontinued, international observers are to be "

stationed in Spanish ports and supervision on land
frontiers is to be restored. The two partiesin Spain
are to be accorded belligerent rights at sea, but
only on condition that they accept the highly con-
troversial list of contraband goods drawn up by the
London Committee, and Powers not members of the
Committee are to be invited to recognize the bel-
ligerent status granted and to cooperate in making
non-intervention “more effective.” The Committee,
* further, is to “pass a unanimous resolution in
favor of the withdrawal from Spain” of some nine
classes of persons set out in a list which a technical
subcommittee drew up some time ago, the list in-
cluding not only all classes of volunteers from out-
side who could be regarded as combatants or war
auxiliaries, except hospital workers, but also “per-
sons whose activities,” to be defined later by a spe-
cial subcommittee, “are in any way susceptible of
prolonging or embittering the present conflict.”
Finally, the scheme is to be put into effect “as soon
as possible” after the British Government has, by
negotiation, secured its acceptance by the Spanish
contestants.

There can be little confidence that this plan,
wholly lacking in essential novelty and obviously
impracticable as far as the removal of foreign volun-
teers from Spain is concerned, will succeed. Its
connection with the discredited London Committee
handicaps it in advance, and mutual distrust among
the Powers clouds it with suspicion. Between Great
Britain and France a wide gulf has opened, and
neither Italy nor Germany is likely to favor an ar-
rangement which, if it were adopted, might make
the ultimate victory of the Spanish rebels less cer-
tain.  After all is said and done, British interest in
Spain is primarily concerned with the maintenance
in the Peninsula of a Government which is not
strong enough to imperil Gibraltar or interfere
seriously with British power in the Mediterranean,
or else one which, if strong, can be bound to England
by commercial or financial ties. The reports of a
pending deal by which British capital would be
used to finance Spanish exports from rebel territory
to Germany and British exports to Spain may or not
prove to be well founded, but they point to one of
the reasons for Italian distrust of British policy
and for the purpose of France to keep its own hands
free.

Into this confused bickering and maneuvering
over Spain has suddenly been thrust the possibility
of a Sino-Japanese war in North China. As is
usual in the clashes that have occurred between
Japanese and Chinese armed forces, each side lays
the blame on the other, while neutral observers are
likely to conclude that the blame must be shared.
Whichever side is to be held primarily responsible
for the fighting at Peiping and in its neighborhood,
however, the episode conforms to an accustomed
pattern and reveals familiar underlying aims and
ambitions. The ultimate aim of Japan is political
and economic domination in the Far East. A few
years ago it made a substantial advance in that
direction by wresting Manchuria from China and
establishing the new State of Manchukuo. A few
days ago it administered a sharp check to Soviet
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Russia on the Russian-Manchukuoan border.
There can be little doubt that it is now seeking to
use the Peiping incident to extend its territorial
control in North China, and reports from Tokio in-
dicate a willingness, although not, perhaps, a desire,
to go to war on a large scale.

How effective the armed opposition can be to
what China regards as systematic aggression is
highly uncertain. Japanese opinion looks upon
China as a country without an effective central
government, and the reported refusal of Japanese
authorities to recognize Nanking in negotiations
for a settlement of the Peiping troubles is a pretty

“clear indication of a purpose to emphasize the lack

of a central Chinese authority and to deal only with
local officials. There is some reason for thinking,
however, that the position of the Nanking Govern-
ment has improved somewhat during the past year
or two, and that while provincial autonomy or semi-
autonomy in the north and west is still an element
of weakness, the recognition of central authority
has in fact been somewhat strengthened. The mili-
tary resources of Nanking have also been consider-
ably enlarged, particularly in aviation, and past
experience shows that Japan does well to make
large-scale preparations if it expects to extend its
control in North China by conquest. On the other
hand, it is more than doubtful that the Nanking
Government could, even if it wished, suppress the
anti-Japanese propaganda which is one of the prinei-
pal subjects of Japanese complaint, for enmity
toward Japan is deeply ingrained in the mind of the
Chinese people, and there is no nation less likely to
forget injury or aggression. Japan, on its part, can
hardly control the Japanese agitators and hot-
heads who are persistently active in trouble-making,
and Nanking appears to have no very firm control
over its border troops.

The reports of consultation between London and
Washington, and of anxiety at Washington over
the outlook in North China, while they may forecast
some diplomatic representations in behalf of peace,
almost certainly do not look toward intervention.
In spite of the large British investment in China,
the British Governmentis in no position tointervene.
Its hands are more than full with efforts to keep the
Spanish war from spreading, and with the Ethio-
pian experience in mind nobody at Downing Street
cares to raise the question of sanctions. Moreover,
negotiations for an amicable understanding with
Japan regarding the Far East are reported to have
been making hopeful progress, and nothing is like-
ly to be done now to hinder their completion. The
chief concern of the United States, in the event of a
war, is the working of the new neutrality legislation.
As was pointed out more than once while the neu-
trality resolution was being discussed, an applica-
tion of the commercial provisions of the law, in the
case of a war between China and Japan, would be
heavily in favor of Japan because of Japan’s naval
strength, while a discriminating application against
Japan would embroil that country with the United
States.

Those who have predicted that the next world
war would not be, like the last one, a world-wide
conflict, but rather a series of regional conflicts
several of which might go on at the same time,
will perhaps find some confirmation of their opinion
in the present situations in Spain and North China.
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Each conflict menaces world peace, each invites
intervention without encouraging it. The success
of Japan on the Amur River, coming at a moment
when the Stalin Government had resorted to whole-
sale executions to maintain itself, may well en-

courage the belief that there will be no Russian in-

tervention in North China, and Europe has troubles
enough of its own without taking on others in the
Far East. If negotiations fail and Japan goes for-
ward into war, China, apparently, will have to rely
upon itself.

Household Consumers Are the Biggest
Investors
By ERNEST R. ABRAMS

“And provision should be made for the effective
administration of hydro-electric projects: which
have been or may be undertaken as a part of a
multiple-purpose watershed development.  The
water-power resources of the Nation must be pro-
tected from private monopoly and used for the bene-
fit of the people.” This brief reference to power,
buried in the closing paragraphs of the President’s
message to Congress on regional planning and pre-
ceded by a lengthy discussion of the need for flood
prevention and soil conservation, would imply only
a casual interest in power development were it not
for his many previous indications that other public

_power projects were in the offing.

‘What the President appears actually to have
called for was a system of Federal power projects,
modeled after the Tennessee Valley Authority,
which would be interlocked through a national plan-
ning board, and soon after the reading of the mes-
sage Senator Norris and Chairman Mansfield of
the House Rivers and Harbors Committee intro-
duced largely similar measures for the creation of
seven additional Authorities. Any doubt as to the
main purpose of the Norris bill was effectively
removed recently when the Senator, in resisting an
attempt to have the bill transferred from the Senate
Committee on Agriculture, of which he is a member;,
to the Commerce Committee, said: “It is not a
question of navigation, although that is the consti-
tutional peg on which the legislation is hung. It
is not going to be a question of flood control,
although that is a constitutional privilege.” With
the leader of the Administration’s power forces ad-
mitting that navigation .improvement and flood
control are but constitutional pegs, the contention
of the electric uility industry that power is the
main purpose would appear to have received tacit
support. : '

The impelling motive behind this attempt to
blanket the Nation with Authorities seemingly
results from a desire to aid farm and residential
consumers, comprising some 22,000,000 family
groups, in obtaining vastly increased quantities of
electric energy for approximately the present
monthly payment, and the hope that political for-
tunes will benefit from any resultant goodwill.
This desire to gain the support of 22,000,000 fam-
ilies is not an innovation of the New Deal; every
Administration for the past century and a quarter
has been primarily concerned with continuing the
party in power. The major complaint against New
Deal power policies today attaches to the failure
of the Administration to recognize that present
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policies may unwittingly injure many of those indi-
viduals they are attempting to benefit; for house-
holders today, aside from their security holdings,
have a greater proportionate investment in the
aggregate electric facilities of the Nation created to
serve them than have the private electric utilities
themselves.

Our electric utilities today, exclusive of public
power projects and municipal systems, have a total
invested capital of about $13,000,000,000, evidenced
by some $6,800,000,000 in bonds and other debt con-
tracts, some $3,800,000,000 in preferred stocks, and
the balance of about$2,400,000,000in common stocks.
The proceeds derived from the sale or exchange of
these securities have been invested in five major
classes of utility facilities—about $3,978,000,000 in
generation facilities, about $1,781,000,000 in conver-
sion facilities, $2,132,000,000 in transmission,
$3,627,000,000 in distribution, and $1,482,000,000 in
general or miscellaneous facilities. Briefly, genera-
tion facilities produce the raw power, conversion
facilities alter the voltage of that power to suit best
the needs of transmission and use, transmission
facilities carry the power from the point of genera-
tion to the general point of consumption, distribu-
tion facilities peddle the power to the individual
consumers, and general facilities cover the neces-
sary administrative, accounting, maintenance, com-
mercial and miscellaneous activities.

The characteristics -of the demands which the
various classes of electric consumers make upon
their electric utilities are such that their peak
requirements occur at different intervals of the day.
Where residential demand for energy is greatest
during the consumption of the evening meal and
the few following hours, the demands of industry
are highest in mid-morning; where the demands of
transportation are greatest during the homeward
movement of shoppers and workers in the late after-
noon, the demands of street lighting are highest
during the late evening hours. Then, too, the quan-
tities of power consumed by the various classes of
customers differ widely; during 1936 industry used
slightly over 54% of all energy sold to ultimate con-
sumers, while street lighting used but a little
under 2.4%.

With no authoritative data or formula available
for the determination of those proportions of total
investment in the five broad classes of facilities
that have been made for the exclusive use of each
class of consumers, those engaged in the industry
have assumed roughly, an investment was made for
each consuming class at the ratio their annual use
of energy bore to total energy sales. This formula
will be adopted herein.  During 1936 farm cus-
tomers used 2.25% of all energy sold to ultimate
consumers, while their average use for the 1927-1936
decade was 2.27%; residential customers used
16.65% of all energy sold in 1936 and 15.46% of
sales during the past 10 years; and combined farm
and residential consumptions accounted for 18.90%
of 1936 sales and 17.73% of all sales during the past
decade. On the basis of these consumptions,
roughly $2,457,000,000 of the total investment in
utility facilities of $13,000,000,000 were devoted to
their use during 1936 and about $2,305,000,000, on
the average, during the past 10 years. And, with
about 22,000,000 farm and residential customers at
the end of 1936, the electric utilities of the country
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had made an average investment in electric utility
facilities of around $112 for each of them.

However, the total investment in electric facili-
ties in this country is not included in this $112 per
household customer since, if that were the case, no
consumer could take advantage of electric service
and the electric utilities would have no sales or
revenues. Before electric power and light service
can be rendered in any community, the inhabitants,
in their homes, on their farms, in their offices,
stores and factories, must install wiring systems to
conduct the desired electricity to the exact point
of use and acquire facilities for its consumption in
illumination or other services. But illumination,
the use to which electric energy was first devoted,
has long since been relegated to a position of minor
importance in comparative energy consumptions.
During 1936, when 16,922,000,000 kilowatt hours
were used by farm and residential customers com-
bined, upward of 11,614,000,000 kilowatt hours
were consumed in the operation of appliances and
but 5,307,000,000 kilowatt hours in illumination.
Only about 31.4% is used in the lighting of our
homes, our barns and garages.

What, then, is the investment which the average
farm and residential customer has made in wiring
his premises and in appliances? “Electrical Mer-
chandising,” which is devoted to the electric appli-
ance field, estimates there were 10,700,000 electric
vacuum cleaners, 9,113,500 electric clocks, 1,338,000
electric cookers, 4,103,500 electric space heaters,
4,100,000 heating pads, 3,525,000 electric grills, 20,
393,000 electric irons, 1,192,000 electric ironing ma-
chines, 1,181,600 electric oil burners, 6,960,000 elec-
tric percolators, 24,600,000 socket radios, 1,735,450
electric ranges, 9,000,000 electric refrigerators, 11,-
450,000 electric toasters, 4,570,000 electric waffle
irons, 11,500,000 electric clothes washers, and 174,000
electric water heaters in use at the end of 1936.
These 125,635,600 listed appliances represented an
investment on the part of consumers of approxi-
mately $5,800,000,000, and while no record is avail-
able of the number of these appliances used in
stores, offices and factories, an investment of
$4,640,000,000 in consuming facilities by farm and
residential customers is indicated, even if as many
as 20% of all appliances were devoted to other than
household use. ,

An accepted estimate in contracting -circles
places the average cost of house wiring over the
past 10 years at $10 per room for bare necessity
wiring and of $25 per room for full convenience
wiring, with the maximum number of outlets. If an
average of four rooms is used for the 21,887,774
wired homes in the United States at the end of 1936
and an average cost of $15 per room be accepted,
then a total wiring investment of more than $1,313,-
000,000 had been made by farm and residential cus-
tomers by the end of 1936. On the basis of these
figures, a- combined appliance and wiring invest-
ment by farm and residential consumers of $5,953,-
000,000 existed at the close of the year.

Accordingly, while the electric power and light
utilities of the country have an investment of about
$112 per farm-and-residential customer in facilities
to serve him, the average customer in that group has
an investment of about $271 in facilities with which
to use that service. Or, of the combined investment
of around $383 per household customer, the utili-
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ties have contributed 29.2% 'and the consumers
70.8% in order that the utility-consumer cycle
might function. This average farm-and-residential
customer investment in consuming facilities should
be accepted, however, only with the understanding
that it represents but a rough estimate at best, and
that it is an average investment. Included in the
totals are the many luxurious homes and apart-
ments where large investments in the highest qual-
ity of consuming appliances are made which exert a
marked upward influence on the average investment.
Were it possible to establish the median investment
in consuming facilities, it is probable that such in-
vestment would be slightly under $200 per customer
and that the customer proportion of the total in-
vestment in combined serving and consuming facili-
ties would run around 62.5%. Allowing, however,
for the possibilities of error in the assumptions and
formulae, the average investments as here deter-
mined sufficiently approximate the actual figures
to indicate the average household customer has a
substantially greater investment in electric facili-
ties than has his electric utility for serving his
class of consumers.

Viewing, then, the farm and residential electric
users in their dual capacities of consumers of elec-
tric energy and investors in consuming facilities,
the possibility of injury to these 22,000,000 family
groups through Federal competition with private
electric utilities becomes evident. Any injury to
their source of electric energy cannot fail to result
in injury to this large body of electric users. If the
credit of their private utilities becomes so adversely
affected that the investing public—the ultimate
source of all investment capital—will not provide
the funds necessary for additions to utility facili-
ties, that adverse effect is at once transmitted to
the investment of these customers in consuming
facilities; should such inability to make necessary
additions to utility facilities result in a lessening of
efficiency in service, the customer is immediately
penalized through his inability to secure efficient-
use of his investment.

Two pertinent questions naturally arise: (1)
What difference would it make to the average farm
and residential customer with his investment in
consuming facilities already made, whether he pur-
chased his required electricity from a privately-
owned or a publicly-financed electric utility so long
as unit costs were approximately the same? and
(2) Would not a reduction in electric rates by
public power projects permit him to make substan-
tial increase in the use of his consuming facilities
for about his present monthly bill, and would not
life be more abundant at no greater outlay? Before
any honest answer can be made to either of these
fair questions, it must be agreed that the cost of
electricity is not necessarily the amount of the
monthly bill rendered by the serving utility; the
true cost of electricity to all consumers—farm, resi-
dential and others—is the total of the monthly bill
rendered by the utility plus that portion of the cus-
tomer’s tax bill which is levied to cover the electric
utility deficits of all governmental agencies which
may levy against his property or earnings, less that
amount contained in his monthly bill which his
serving utility returns in the form of taxes.

By far the major item of cost in the rendering of
electric service by private or public undertakings
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alike is the carrying charges on the funds devoted
to the enterprise. The most important requisite of
electric utility service is that of dependability—the
requirement that an ample and never-failing supply
of electricity shall always be available without
prior notice as the customer desires it. To meet
this requisite of dependability, facilities must be
provided comfortably in excess of the maximum
combined demand that all customers of every class
may ever make. Yet, such are, human habits that
we work, eat, play and sleep largely at the same
periods of the day, and we make our maximum indi-
vidual demands upon our electric utilities, whether
in our homes, our transportation facilities, our
offices or our theaters, at approximately the same
hours. The combined result of our individual be-
haviors is to demand enormous quantities of electric
energy at certain periods of the day and very small
quantities at other periods, yet, because of that
margin of excess facilities which dependability of
service requires, our combined demands never equal
the maximum capacity our utilities have created to
serve us and, at certain times of the day, our mini-
mum demands represent but an exceedingly small
proportion of that capacity to serve.

Unfortunately, the laws governing interest are in
no way affected by our individual or collective
habits, and whether we work or play, eat or sleep,
interest on the funds devoted to the creation of that
maximum capacity keeps ticking regularly on, like
the clock, 24 hours each day. Accordingly, if the
complete cost of electric service is to be accurately
and honestly measured and assessed against the
consumers, the full and complete total of all invest-
ment in all facilities must be accurately and hon-
estly determined since, whether or not the true in-
vestment be disclosed, interest thereon continues to
operate with total indifference whether the funds
which created those facilities were advanced
directly by private parties or whether public
authorities took their money from them and made
the investment.

The Tennessee Valley Authority is a case in
point. By June 30, 1936, the end of its last full
fiscal year, the TVA, according to its annual re-
port, had received cash appropriations of $111.-
000,000, property with a value of $757,068 had been
turned over to it, and payables and similar liabili-
ties totaling $4,546,139 had been created. However,
in addition to this total of $116,303,207, the Muscle
Shoals development, which represented an invest-
ment by the Federal government of around $125,-
000,000, had also been turned over to it, thereby
creating a total of cash appropriations (excluding
$17,126,924 still to be advanced), credits and prop-
erties in the possession of the project of more than
$220,000,000.

This latest report, without any accounting for
the Muscle Shoals property, disclosed that $81,-
345,550, or about 85% of all funds then expended,
had been charged to flood control and navigation
and but $7,396,650, or 7%, had been charged to
power activities. Yet, on the basis of data sub-
mitted by the government’s own engineers as to the
investment necessary for adequatz flood control and
navigation improvement, the retiring President of
Edison Electric 'Institute has estimated that three-
quarters of the cost of navigation and flood control
dams arose solely from power activities. If three-

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

Chronicle 333

quarters of the investment in the Muscle Shoals
development were likewise attributable to power, a
total investment of about $140,000,000 in public
funds for power is indicated with an annual carry-
ing charge at 3% or $4.200,000, or more than five
times the total revenues derived from energy sales
to outside consumers in the last fiscal year.

President Wilkie of the Commonwealth & South-
ern Corporation, in his analysis of the last TVA
report, consolidated the operating results of nine
municipal and cooperative systems purchasing
power from the TVA with the electric operations
of the Authority itself, and arrived at the conclu-
sion that, under standard accounting, the cost of
rendering service to the approximately 15,000 ulti-
mate consumers averaged $73.18 per customer, while
the average revenue per customer was $42.30,
thereby resulting in a loss of $30.88 per customer.
He expressed the belief that the project was “barely
making operating expenses, with practically nothing
left for taxes, interest, renewals and replacements
or amortization of the debt,” and that the “very
substantial savings to consumers” which the TVA
claimed had been “effected at the expense of the
taxpayers.” ‘ ,

Thus the individual farm and residential cus-
tomers of those nine municipal and cooperative
systems in the Tennessee River area which pur- .
chased their power supplies from the TVA have
benefited from the uneconomic opportunity afforded
them to buy their electricity below cost only because
the taxpayers of the entire country advanced the
difference between what these users paid and what
their electric service actually cost. On the basis of
the 1935 annual report of the TVA, the economist
of Edison Electric Institute found that while the
cost of electricity consumed by householders during
the 1935 fiscal year was 4.06c. per kilowatt hour,
these customers paid but 2.40c. per k.w.h., and the
balance of 1.66c. was contributed by the taxpayers
of the Nation.

This subsidizing of a relatively small group of
citizens in one section of the country was possible
only because the taxpayers of the entire country
approved the arrangement or because they had yet
to understand that in addition to their own electric
bills, they were paying around 40% of the cost of
serving those favored folks in the TVA area.
Should, however, similar Authorities be created to
cover the entire country, as is now proposed, and
the electric requirements. of all farm and residen-
tial consumers be billed to them at but 60% of the
cost of service, the public would then pay the re-
maining 40% of the cost of service through taxes
and the benefits to any particular section of the
country would be erased, except in those economi-
cally thin sections of the country which never have
paid their way. :

The old adage that you must pay for what you
get, it would appear, applies equally to electricity
whether served by private or public undertakings.
In the case of the former, the full cost of service
is included in the monthly bill, while the private
utility returns approximately 14% of that amount
to its customers in the form of taxes paid to their
governments. In the case of the latter, only a part
of the cost of service is paid directly to the public
undertaking which returns little or nothing in the
form of taxes, and the balance of the cost is paid
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by the public in the form of taxes. Under either
private or public ownership and operation, of
course, the full cost of electric service includes more
than the payments made directly or through taxa-
tion for the energy used. With an average invest-
ment of $271 in consuming facilities whose life
probably averages 10 years, straight-line deprecia-
* 1lion of the investment would average $27.10 and
interest at 3% would amount to $8.10, resulting in
an annual charge against consuming facilities of
$35.20 for each household consumer.

Were the full and accurate cost of electric service
- without regard to the form of payment the same
under either form of utility ownership and opera-
tion, no injury would result to farm and residential
consumers, nor would their investments in consum-
ing facilities be adversely affected. But experience
has amply demonstrated, and is demonstrating now,
that the cost of service is not the same under the
two forms of operation and that the full and com-
plete cost of electricity is lower under private
operation. ‘

Perhaps the outstanding fundamental weaknesses
in the public ownership and operation of electric
power projects are the political sponsorship under
which they are conceived, built and operated, and
their seeming inability to correct important mis-
takes in judgment. As a general rule, political
ambitions and not sound business judgment are
responsible for their establishment and, once cre-
ated, political fortunes demand they shall be de-
fended against all criticism and continued in opera-
tion. Private operation, because of the inexorable
demand that capital shall be rewarded, corrects its
mistakes by adjusting operating facilities to the
needs of the undertaking or by restating the value
of the invested capital to the demonstrated ability
of the enterprise to produce. Public operation, with
its political control and the need to save face, covers
its mistakes through confused accounting and shifts
its losses to the taxpayers.

The Tennessee River valley is one of the greatest
coal-producing sections of the country, and although
~ the river and its tributaries are only moderately
- suited to hydro-electric development, they do pro-
vide an ample and dependable supply of water for
the steam generation of electric power. Had the
Federal government desired to improve navigation
on the Tennessee River, it could have accomplished
that purpose, according to the recommendation of
Army engineers, with an investment of $74,709,000
in the construction of low dams; and had flood con-
trol in the area been sought, it could have been
secured to the same extent that flood control will
be obtained under the contemplated TVA program
by the expenditure of $45,000,000. Instead of an
expenditure of $120,000,000 for these admittedly
constitutional ends, the present TVA program calls
for a net expenditure of some $450,000,000, which
would indicate a contemplated investment of $330,-
000,000 for power alone. On the basis of that power
investment, competent utility experts, including the
retiring President of Edison Electric Institute,
have estimated the true cost of TVA hydro-gener-
ated power at 214 times the cost at which the same
power could be generated in the Tennessee River
valley by steam. Six mills per kilowatt hour may
seem of little importance, but had the cost of all
electric energy generated in the United States dur-
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ing 1936 been increased by that slight amount,
roughly $636,000,000 would have been added to the
operating costs of the electric power and light
industry.

The privately-owned electric utilities of the
United States as a group are one of the largest tax-
payers, having contributed approximately $270,-
000,000 to local, State and Federal governments
during 1936, while public power operations con-
tributed almost mnothing. The gituation in the
Tennessee River valley is in point. During 1936
the Tennessee Electric Power Co., which is bearing
the brunt of the TVA attack on private operations,
had a fixed capital investment of slightly over
$100,000,000 and paid $2,522,419, or nearly $6,900
per day in taxes; the TVA, with an investment,
including properties turned over to it, of more than
$220,000,000, paid but $45,347, or about $124 a day.
The rates to householders charged by the private
electric utilities of the country, after crediting them
with the 14% of operating revenues which they
returned to their customers in taxes paid to their
governments, averaged lower than those of public
operations, despite the fact that practically all
public systems were subsidized to a greater or less
extent and were relieved of substantial portions of
actual operating costs through the services given
to them by other governmental departments or
agencies.

If the farm and residential customers of the
electric utilities of the Nation could be assured that
public ownership of their electric utilities would re-
sult in honest, capable and efficient operation, that
the true and actual investment in utility facilities
would be disclosed and: set up for amortization, and
that accounting would be honestly pursued to the
end that complete and full operating costs would be
determined, they, as consumers of electricity and
as investors in consuming facilities, would have
little reason to fear public ownership and opera-
tion. As investors in electric utility securities—
which many of them are—they would, of course,
suffer irreparable injury, but their position as
security holders is beyond the scope of this inquiry.

Both past and present experience with public
operation of electric utilities and power projects
gives no assurance that such efficiency in either
operation or accounting can be expected. Rather,
experience indicates that efficiency need never be
expected from political control or management of
any enterprise. For, as the late Thomas A. Edison
remarked, “the government never really goes into
business, for it never makes ends meet. And that is
the first requisite of business. It just mixes a little
business with a lot of politics, and mno one
ever gets a chance to find out what is actually
going on.”

If, then, capable and efficient management of
electric utilities is highly improbable under public
ownership and operation, our farm and residential
consumers of electricty may confidently expect that
the true and accurate cost to them of their electric
requirements, whether reflected in their electric
bills or in their tax bills, will be substantially
higher and that the efficiency of their electric
service will deteriorate. With these conditions pre-
vailing, definite injury to their substantial invest-
ments in consuming facilities would appear a
certainty.
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Our Railwaleaxe& 3

Taxes paid by the railways of the United States
have shown an upward trend for years. Many
forms of taxation were devised years ago, and in
some cases have been revised to meet changing con-
ditions.

The railway industry today represents a property
investment of approximately $26,000,000,000. It is
easy to see why taxing authorities look upon that
industry as an excellent source from which to obtain
funds. Years ago the theory developed that ability
to pay rested where values lay.

Furthermore, railway property is located in, or
operates through, every State and nearly every
county and town in the United States. It is easily
found by the taxing authority, and seldom escapes
its tax burden. The result is that the industry faces
a real problem in meeting its annual tax demand.

Total taxes paid by the railroads of Class I in
1936 amounted to $319,716,035. State and local
governments received $275,192,376 of this total, or
86.1%, while the Federal Government received $44,-
523,659, or 13.9%.

Turning to the State and local situation, taxes
paid by the railways in the several States and local
jurisdictions showed a sustained increase for many
years to 1930. Some recessions occurred between
1932 and 1935, due mainly to the decline in aggre-
gate gross and net earnings of the carriers, which
are subject to special levies on earnings in many of
the States. However, a large increase was reported
for the year 1936. The railway tax situation since
1921 is outlined in the following statistical table:

RATIOJOF RAILWAY TAXES TO REVENUES, CLASS I RAILWAYS—
YEARS 1921 TO 1936, INCLUSIVE

Total Net
Operating | Operating
Revenua
| (000
Yomited)

$953,930
1,144,570
1,394,413
1,413,611
1,585,630
1,713,603
1,662,122

alendar

Ratlway Taz Accruals
Federal | Other Ratto to Rauo to
(000 (000 (Total
Omdtted) | Omitted) | Omitted) | Revenues Revanua
$37,169|$238,707|$275,876
6| 249,189
254,853
266,977
272,042
280,651
291,517
301,434
307,239
308,636
293,325
263,210
230,295
219,835
212,271
4, 052 734! 1,121 276 44, 1524 275,192 319, 716

Railway taxation in 1936 absorbed 7.89% of each
gross dollar (total operating revenue) earned by the
railways. This tax ratio of 7.89% in 1936 was
greater than in any previous year excepting 1932
and 1933, and is one measure of the relatively in-
creased burden of railway taxation.

The ratio of railway taxes to the gross dollar has
shown an upward trend for many years, and in-
creased nearly 3c. per dollar from 1921 to 1936.
When it is considered that railway gross earnings
exceeded $4,000,000,000 in 1936, it is clear that every
additional tax levy equivalent to lec. for each of
those dollars means a tax increase of more than
$40,000,000 per year, while an addition of 3c. triples
that amount to more than $120,000,000.

When compared to the net railway dollar (net
operating revenue), taxes in 1936 absorbed 28.5%,
or a little over one-fourth. That is, nearly one-
fourth of the property, activities and traffic of the
railways in 1936 was devoted to producing net
operating revenue sufficient to pay the tax on rail-
way property as a whole. The remaining three-
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fourths had to earn the interest and owners’ return
on the whole rail investment, including both that
part of the plant devoted to paying the tax and the
rest of the plant as well.

Between 1911 and 1936 cash dividends paid to the
stockholders of Class I railways decreased 57%,
notwithstanding additional investment in the
interim of $13,836,718,566, or 116%, and notwith-
standing an increase in outstanding capital stock
of $1,332,775,852, or 12%. During that same period
of 25 years the taxes paid by the railways of Class I
increased 235%. That is, railway owners, operat-
ing a regular public service industry, and assum-
ing, in addition, the risks of general business, found
their own compensation reduced by 57%, compared
with an increase of 235% 1n what their business
paid in taxes.

The railways operate a pubhcly -regulated indus-
try. The price they charge for their product—trans-
portation—is closely regulated by public authority.
Generally speaking, they cannot adjust their rate
structure quickly to fluctuations in cost of opera-
tion, such as wages, tax rates, prices of supplies,
and the like. For this reason the steady rise
in their tax bill brings to the railway industry
an economic problem all its own, which demands
serious attention and study.

So far as Federal taxes are concerned, railway
corporations are taxed on the same basis as other
corporations, although even here special accounting
regulations or other conditions often call for special
treatment. In the field of local taxation, however,
where the bulk of the railway tax is raised and
where the complex question of property appraisals
and valuation plays an important role, intelligent
study and application of sound economic policies is
of prime importance.

Industry and Agriculture Fear Drug
Addiction

About the most overwhelming catastrophe which
can confront an inept and impecunious physician
is the imminent recovery of the patient who has
contributed longest and most reliably to his mainte-
nance. He may, if he is sufficiently unscrupulous
or enough genuinely misled by superficial self-
interest, prolong the convalescence and postpone
recognition of regained vitality as long and as com-
pletely as circumstances permit. Political doctors
who pretend to exclusive possession of remedies
efficient towards restoration of depressed industry
may be confronted by equivalent calamity and may
be similarly reluctant to admit that there is mo
longer any depression to suggest further resort to
strange devices of legislation or continued pitiful
dependence upon the benevolent paternalism of gov-
ernments that have never yet succeeded in enabling
a whole people to elevate itself by means of its own
boot-straps. Fortunately, perhaps, for the general
welfare, there are many far-seeing and self-reliant
citizens, not without representation in the Senate
and House of Representatives, who are fully aware
that continued dosage of those in sound health with
strong drugs, even drugs actually remedial during
periods of genuine ill-health, may be quite as detri-
mental as abstention from their use when their need
is indicated by abnormal symptoms, and that this
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is no more true of the physical condition of an indi-
divual than it is of the economic condition of a
people. President Roosevelt, in his latest appeal
for legislative meddling in agriculture, supporting
the so-called “ever-normal granary” measure, com-
plains, rather weakly as it seems to us, of these
unadventurous persons, suggesting that they “ex-
hibit a certain degree of weariness,” which may be
true and would not be without justification, and
adding that they desire ‘to “defer action at this
time.”

That the industry of agriculture appears to be
doing pretty well is beyond denial, and the Presi-
dent does not venture to question the indisputable
evidence of the markets that with abundant pro-
duction prices remain at a high level indicative of
greatly enlarged farm incomes throughout sub-
stantially all branches of agrarian activity. But
with the stock of white® rabbits still plentiful it
would not do to admit that the patient has recov-
ered or that the need for official, not to say
officious, necromancy has disappeared, and so it is
again urged, with almost pathetic intensity, that
the business of farming, once characterized by the
highest degree of independence among those en-
gaged in it, must be always and utterly dependent
upon the wise fatherhood of an all-seeing and per-
sistently benevolent government. “Existing laws,”
declares the President in his letter to Chairmen
Smith and Jones of the Senate and House Commit-
tees on Agriculture, “are not adequate to guarantee
future safety.” Beyond this unconvincing declara-
tion, specification, as us-al, is scanty and very much
is left to the imagination or to unappeased bewil-
derment. Those who study the appeal with most
earnest desire to comprehend the background of the
asserted urgency for the creation of new and elabo-
rate machinery are left in doubt whether the com-
plaint is that the current price for July wheat is
$1.20 a bushel, with a bumper crop in sight, and
that such a price is too high and likely to stimulate
excessive production next year, or whether it is
intended presently to insure against the conse-
quences of any uneconomic stimulation that may
prove to be inevitable by advance provision for pur-
chasing for government account any excess in next
year’s production. It is not at all enlightening to
remark, without any further explanation, that:

“Extremes of farm prices represent the principal
cause of suffering, of bankruptey, and of lack of
purchasing power among them (i.e., farmers).
There is no benefit to any farmer if he sells his
crops for high figures one year and the price drops
through the bottom the next year.”

Obviously, extremes may be high or they may be
low; but it is doubted if sympathetic reaction
would be obtained in any wheat-raising community
to any plan intended to curtail increases in prices
in response to diminished foreign production or
augmented demand either at home or abroad. Yet
the glamor of high prices does tempt many to ex-
pand acreage; it does produce exaggerated valua-
tions of farm lands; it does invite ambitious and
adventurous men, confident in their capacity and
willing industry, to acquire lands beyond their
ready means, leaving much of the purchase price
- represented by liens secured by mortgages, payment
of the interest and principal of which must depend
upon their frugality and successful endeavor. This
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happened on an immense scale during the World
War and for a while after its close, and the liquida-
tion that has been necessary, despite the interven-
tion of government, in so many ways, to raise the
prices of farm products and to protect the vanishing
equities of embarrassed owners has been difficult
and enormous, and the end is not yet.

The ever-normal granary plan, to which the
President has been converted, calls for the impound-
ing by the government of the surpluses of staple
agricultural production in every year in which
domestic production exceeds domestic consumption,
substantially doubling the normal carryovers of the
good years; the supposed justification for the opera-
tion being the expectation, or pious hope, that such
years will be practically balanced by years of rela-
tively scanty production, during which the im-
pounded surpluses can be disposed of for consump-
tion. In other words, by the device of buying and
storing, to raise prices when prices would normally
drop, it is supposed that production can be ad-
justed, over a period of several years, so as sub
stantially to be balanced by consumption within the
national boundaries. ‘The President is so enamored
with this idea that he states it twice in his com-
paratively short letter to the Chairmen. Our gov-
ernmental “farm program” ought, he says, to be
made “to take care of the consumers’ interest in
years of bad weather and of the producers’ interest
in years of good weather.” (Note the naive
assumption that farmers suffer from abundant har-
vests and gain when nature yields most scantily.)
And, in another paragraph, “an all-weather farm
program can level the peaks of over-supply into the
valleys of shortage and disaster.”

Yet the whole plan depends upon buying to raise
prices; selling is not to lower prices, but is to be
permitted only if and when it can be accomplished
without lowering them. This is implicit in every
proposal. The government will gamble in wheat,
cotton and other staples of farm production, taking
care always to be on the losing side, using taxpay-
ers’ money for its vast wagers, with this money
insuring the enhancement of prices of everything
which is necessary to existence and which the tax-
payer must buy. Other direct consequences are
only too certain and too clear. The artificially
increased prices will stimulate production; they
will augment the surpluses to be bought and the
cost and difficulty of maintaining the artificial
level; they will tend to raise the prices of agricul-
tural lands, and they will lure ambitious men to
acquire heavily mortgaged lands, depending upon
the maintenance of production and prices for the
interest they will promise to pay and for the ulti-
mate liquidation of the indebtedness they will
assume. Every agrarian evil of the last 20 years
will be repeated and intensified, and grotesquely
fatuous legislation, the failure of which could be
predicted by the veriest tyro in economics or state-
craft, will be the cause. TUltimately, the point
would be reached at which even the vast resources
of the government would be unequal to the enor-
mous burden imposed to sustain the vicious circle
of impounded and unsalable surpluses and augment-
ing and increasingly excessive production; the last
state of agriculture would be immeasurably worse
than the first, and relatively more would be directly
affected by the catastrophe. '
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Although the rate of increase no longer is very
pronounced, earnings of the railroads of the country
continue to compare favorably with those current
a year ago. In the tabulations of gross and net
earnings for May, which we now present, a modest
advance is to be noted over the same month of 1936.
With the trend of business generally upward, gross
revenues showed a sizable gain, but rising costs of
materials and taxes, together with long-deferred
maintenance expenditures, cut heavily into the gross
earnings and made it possible for the managers to
transfer only a relatively small proportion to net.
This trend is 'occasioning growing concern, since
there appears to be little likelihood of marked reces-
sions in the prices of steel and other things needed
by the principal carriers. Such financial results
of operations suggest emphatically the need for lib-
eral consideration by the Interstate Commerce
Commission of the application for increases of
freight rates on a number of classes of goods. The
necessity for such action is even more apparent in
view of the circumstance that a large part of the
railroad mileage of the country remains unprofit-
able, even at the present stage of well advanced
recovery from the depression.

The controversy over wages which now is in prog-
ress throws additional light on the rail carrier
position. Since the two recent restorations of
emergency pay reductions, railroads have been pay-
ing wages at 1929 scales, or at the highest levels in
history. Not content with such an excellent per-
formance, the railroad brotherhoods now are de-
manding further advances of wages, which in some
instances verge on the ridiculous. There is, of
course, no warrant for any increase whatever, but
in view of the labor policy adopted by the Admin-
istration at Washington some concessions quite
possibly will have to be made, with resultant evil
effects upon the hard-pressed carriers. It is inter-
esting to note, in this connection, that gross earn-
ings of the railroads in May were $352,044,249
against $320,414,211 in May, 1936, a gain of $31,-
630,038, or 9.87%. But increased operating ex-
penses absorbed almost all of the added gross earn-
ings, for net earnings were $85,335,430 in May
against $80,737,173 in the same month of last year,
a gain of only $4,598,257, or 5. 69% We present the
results below, in tabular form:

Month of May— 1936
é{rl(l)::g:ag;‘}l:i'lsf?!-\(—i? ........ $352,044, 243 8320.2?2:3?1 -+$31,630,038  +9. 87
S e e ™ v LT L

Netearnings. .. oocaaeoo.o $85,335,430 +$4,598,257

Strikes interfered during May with operating
income of the railroads, but the generally good
trend of business overshadowed such occurrences.
Outstanding among the basic industries which have
contributed to the increased earnings of the rail-
roads during the month of May are the iron and
steel industries, both of which show most gratifying
improvement, and this, too, despite the strikes in
the latter industry. Using the statistics compiled
by the American Iron and Steel Institute, we find
that no less than 5,153,559 gross tons of steel ingots
were produced in the month under review—a ton-
nage exceeded in only two previous months—in
May, 1929, when the all-time record of 5,286,246 tons
was established, and in March of this year, when
the output amounted to 5,216,666 gross tons. The

Ine. (+) or Dec. (—)
—484  —0.2!

$80,737,173 +5.69
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present year’s May output of 5,153,559 tons com-
pares with only 4,037,375 tons in May a year ago
(an increase of 27.06%), and with but 2,633,661 in
May, 1935. Comparison with preceding years back
to and including May, 1929, is as follows: 3,352,788
gross tons in 1934; 1,976,428 in 1933; 1,125,243 in
1932; 2,551,633 in 1931; 3,982,915 in 1930, and no
less than 5,286,339 gross tons in May, 1929. In the
case of pig iron production, the May, 1937, output
was the largest for the month since May, 1929, the
tonnage, according to the “Iron Age,” aggregating

no less than 3,537,231 gross tons as compared with

only 2,648401 in 1936; but 1,727,095 in 1935;
2,042,896 in 1934 ; 887,252 in 1933; 783,554 in 1932;"
1,994,082 in 1931, and 3,232,760 in 1930. Back in
May, 1929, however, pig iron tonnage reached
3,896,082 gross tons. Turning to another great
basic industry—the manufacture of motor vehicles
—here, too, we find a large increase in the output
of automobiles as compared with May a year ago,
making production the largest in that month since
May, 1929. Statistics issued by the Bureau of the
Census show that the make of motor cars in May,
1937, totaled 516,899 as against only 460,512 cars in
May last year; 361,107 in 1935; 330,455 in 1934;
214,411 in 1933; 184,225 in 1932; 317,163 in 1931,
and 420,027 in 1930, but comparing with no less
than 604,691 cars in May, 1929.

As to coal production in the month under review,
it appears that while the bituminous, or soft coal,
output was very much larger than in May a year
ago, the anthracite, or hard coal, production was
on a greatly reduced scale. The United States
Bureau of Mines reports that the quantity of bitu-
minous coal mined in May, 1937, totaled 29,980,000
net tons as compared with 28,684,000 in 1936;
26,849,000 in 1935 ; 27,385,000 in 1934 ; 22,488,000 in
1933; 18,384,000 in 1932, and 28,314,000 in 1931.
Back in May, 1930, however, the output reached
36,314,000, and in 1929, 40,706,000 net tons. In the
case of Pennsylvania anthracite, production in May
the present year was only 4,204,000 net tons as com-
pared with 5,121,000 in May, 1936; 4,919,000 in
1935; 5,250,000 in 1934 ; 2,967,000 in 1933 ; 3,278,000
in 1932; 5,005,000 in 1931;.5,911,000 in 1930, and
no less than 6,308,000 in May, 1929.

Coming now to the building industry, the F. W.
Dodge Corp. reports a gratifying improvement, con-
struction contracts awarded in the 37 States east
of the Rocky Mountains during May the current
year having involved a money outlay of $244,112,800
(the largest amount recorded for May since 1931)
as compared with only $216,070,700 in May last
year. IExtending the comparison further back, we
find that building contracts awarded in May, 1935,
had a money value of $126,720,100; in May, 1934,
of $134,363,700; in 1933, of $77,171,700, and in 1932,
of $146,221,200. In May, 1931, however, the valua-
tion was $306,079,100; in 1930, $457,416,000, and in
1929, no less than $587,765,900. In view of the
marked improvement in the building trade, lumber
production, as might be expected, likewise showed
a substantial increase. According to the figures
compiled by the National Lumber Manufacturers
Association, an average of 535 identical mills in the
four weeks ended May 29 reported a cut of 1,137,
778,000 feet of lumber as compared with only 994,-
923,000 feet in the same four weeks of 1936, or an’
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increase of 14%. Shipments of lumber in the same
four weeks the present year aggregated 1,045,993,000
feet as against only 953,632,000 feet in the similar
period of 1936, or a gain of 10%, while orders re-
ceived were also on a greatly increased scale, reach-
ing 938,351,000 feet as compared with but 894,
865,000 feet in the corresponding four weeks of last
year, or 5% above those of May last year.

On the other hand, the grain traffic over Western
roads was on a greatly reduced scale in May the
present year as compared with May a year ago, and
the falling off, moreover, extended in greater or less
degree to all the different cereals. We deal with
the details of the Western grain movement in a
separate paragraph further along in this article,
and therefore need only say here that for the five
weeks ended May 29 the present year the receipts
at the Western primary markets of wheat, corn,
oats, barley and rye, combined, reached only
33,359,000 bushels as against 50,608,000 bushels in
the same five weeks of 1936, but comparing with
32,148,000 bushels in May, 1935. In previous years,
the receipts for the corresponding five weeks were:
35,519,000 bushels in 1934; 81,594,000 in 1933;
51,595,000 in 1932; 59,151,000 in 1931 ; 58,503,000 in
1930, and 49,487,000 bushels in 1929.

It is, however, when we turn to the statistics
showing the loading of revenue freight on all the
railroads of the country that the composite result
of all that has been said above is most clearly mani-
fested. For the five weeks of May the present year,
according to the figures compiled by the Car Service
Division of the American Railroad Association, the
number of cars loaded with revenue freight on the
railroads of the United States aggregated 3,897,704
as compared with only 3,351,564 cars in the same
five weeks of last year; 2,887,975 cars in 1935;
3,026,021 cars in 1934; 2,656,168 in 1933; 2,535,500
in 1932, and 3,719,868 in 1931, but comparing with
4,586,357 in 1930 and with no less than 5,186,235
in 1929. '

In all the foregoing we have been dealing with
the railroads of the country collectively. Turning
our attention now to the separate roads and sys-
tems, we find the exhibits in consonance with the
showing for the roads as a whole. In our compila-
tions giving the increases and decreases in gross and
net earnings in excess of $100,000, only three roads
show a loss above that amount in gross earnings,
but in the case of the net 20 roads are obliged to
report a decrease—indicating very plainly the part
played by increased operating expenses in depleting
the net earnings of the roads. In this latter cate-
gory several of the roads have been able to report
gains in the case of the gross, outstanding among
them  being the Pennsylvania RR., which, while
heading the list of roads showing increases in gross
earnings with a gain of $5,276,359, reports a de-
crease in net of $299,909. Other roads are the
Baltimore & Ohio, with 875,139 gain in gross and
$416,544 loss in net; the Chicago Burlington &
Quincy, which, with a gain of $240,349 in gross,
reports a decrease of $240,760 in net, and the Lehigh
Valley, reporting $318,054 increase in gross and
$174,002 loss in net. Lack of space prevents our
naming separately (with their increases) the roads
distinguished for gains in both gross and net earn-
ings alike, so we shall confine ourselves to naming
only a few of the most outstanding. The Duluth
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Missabe & Northern (which heads the’list in the
case of the net) reports $1,945,228 increase in gross
and $1,501,921 gain in net; the New York Central,
with $2,973,238 gain in gross and $618,712 increase
in net (these figures cover the operations of the New
York Central and its leased lines; including the
Pittsburgh & Lake Erie, the result is an increase of
$3,340,908 in gross and of $654,482 in net); the
Atchison Topeka & Santa Fe, which shows a gain
of $2,007,074 in gross and of $620,300 in net; the
Union Pacifie, with $1,351,503 gain in gross and

' $543,827 increase in net; the Great Northern, re-

porting $1,157,551 gain in gross and $602,476 gain
in net, and the Bessemer & Lake Erie, with $742,592
increase in gross and $581,291 gain in net. In the
following table we bring together all changes for
the separate roads and systems for amounts in
excess of $100,000, whether increases or decreases,
and in both gross and net:

PRINCIPAL CHANGES INOGROSS EARNINGS FOR THE]MONTH

F MAY,

Increase
Pennsylvania
New York Central a2
Southern Pacific (2 rds )
Atch Top & Santa Fe_.. 2
Duluth Missabe & Nor--

Baltimore & Ohi
Louisville & Nashville..
ke Erie...

Ene (2 roads) - -

N Y N H & Hartford- ..
Illinois Oentral

Atlantic Coast Line.

1937
Chicago Burl & Quincy-..

8| Central of Georgia.

Chic Milw St P & Pac..

4| Western Pacific.

9| Lake Superior & Ishpem

8t Louis-San Fran (2 rds)
Colorado & Sou (2 roads,
Chicago R I & Pac (2rds
B & Mai

Bangor & Aroostook. ...
Spok Portl & Seattle. ...
Western Maryland.-

Increase

. 8 Increase
Duluth Missabe & Nor.. $1,501,921
620,301
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33,811
Cllnchﬂeld 126,688
83 Ohl(;ago & Eastern Ill._. 108,121
Total (54 roads) $30,806,462

Seaboard Air Line.
Northern Pacific
Del Lack & Western._...
Central of New Jersey..
Elgin Joliet & Eastern..
Pittsburgh & Lake Erie..
Texas & Pacific
N O Tex & Mex (3 rds).-
Lehigh Valle ’
‘Wheeling & Lake Erie... 114,792
Missouri Pacific 97,398 . B
St. Louis-Southwestern. . 273,385| Total (3 roads) $564,956
a These figures cover the operations of the New York Central and the
leased lines—Cleveland Cincinnati Chicago & St. Louis, Michigan Central,
Cincinnati Northern and Evansville Indianapolis & Terre Haute.
cluding Pittsburgh & Lake Erie, the result is an increase of $3,340,9C8.

PRINCIPAL CHANGES IN NET EARNINGS FOR THE MONTH OF
MAY, 1937

Chesapeake & Ohio.
4 | Reading

Chesapeake & Ohio
0 | Baltimore & Ohio.
Reading
6 | Pennsylvania
Denver & Rio Gr West...
Chicago Burl & Quincy..

N Y N H & Hartford.....
Chicago & North West..
6| Lehigh Valley
Chicago Great Western...
2| Pere Marquette
Grand Trunk Western..
Wabas!
1 Western Pacific_ .- -
Chicago R I & Pac (2 rds)
Florida East Coast. ...
9 ' Minn St P& SS M

N Y Ont & Western....

Chic St P M & Omaha..

Total (20 roads)

Atch Top & Santa Fe...
New York Central

Bessemer & Lake Erie
Union Pacific

Del Lack & Western....
Central of New Jersey--
Louisville & Nashville.. ..
Atlantic Coast Line

N O Tex & Mex (3 rds).-.
Erie (2 roads) - - ceeeeenn
Wheeling & Lake Erie. ...
Seaboard Air L

Texas & Pacific.

Chicago Milw St P & Pac
Boston & Maine...
Lake Sup & Ishpeming..
Southern

Central Vermont
Northern Pacific

Elgin Joliet & Eastern
Norfolk & Western....
Bangor & Aro0stook -
Colorado & Sou (2 rds)-_ 16,
Clinchfield 107, 696

Total (30 roads) $8,159,634
a These figures cover the operations of the New York Central and the

it e g Qupid Qs £ 5 Lo, pichign Cuntl
cluding Pittsburgh & Lake Erie, the result is an increase of $654,482.
When the roads are arranged in groups or geo-
graphical divisions, according to their location, as
is our custom, the favorable character of the ex-
hibits as compared with May last year is clearly
manifested, as it is found that all the three great
districts—the Eastern, the Southern and the West-
ern—together with all the various regions compris-
ing these districts, show gains (though in many
cases of small amount) in both gross and net earn-
ings alike, with the single excéption that in the case
of the net, one region—the Pocahontas region in
the Southern district—shows a decrease. .Our sum-
mary by groups is as below. As previously ex-
plained, we group the roads to conform with the
classification of the Interstate Commerce Commis-




Volume 145

sion. The boundaries of the different groups and
regions are indicated in the footnote to the table:

SUMMARY BY GROUPS
District and Region —————Q@ross Earnings—— ——————=
Month of May— 1937 1936 Inc. (++) or Dec. (—)
Eastern District— $ $ $ T
New England region (10 roads).... 14,106,632 13,078,775  +1,027,757
Great Lakes region (24 roads) 67,304,307 62,458,961 44,845,346
Central Eastern region (18 roads) .. 77,166,748 68,910,621 +8,2-)8 127
Total (52 roads) 144,448,357 14,129,230

158,577,587
Southern District— p
Southern region (28 roads) ceveeewa 43,716,495 4,084,777
Pocahontas reglon (4 roads) 21,094,480 -+618,604
+4,703,381

Tota) (32 roads) 64,810,975
Western District—
Northwestern region (15roads) ... 42,245,612
Central Western region (16 roads). 59,694,234
Southwestern region (22 roads) uu.. 26,715,941

Total (63 roads) 128,655,687

Total all districts (137 roads) 352,044,249

District and Region
Month of May— ——Mileage—=
Eastern District— 1937 1936
New England region. 6,987
Great Lakes region__ 26,5663
Central East'n region 24,793

--= 08,343

39,631,718
20,475,876

60,107,594

38,116,592
53,262,264
24,479,404
115,858,260

320,414,211

+4,128,920
-+ 6.431,970
+2,236,537
+12,797,427

-+31,630,038

9.87

-Net Earnings
1937 1936  Inc. (+) or Dec. (—)
$ S %

2,922,497 -1-342,656
16,454,416 495,973
20,551,303 +71,714

39,928,216  --910,343

9,628,061 1,169,670
9,666,089 —414,623

19,194,150 755,047

8,534,065 1,911,504
7,631,607 = 407,525
5,449,135 613,838

---132,751 132,785 24,647,674 21,614,807 2,932,867

Total all districts...235,873 236,357 85,335,430 80,737,173 +4,598,257

NOTE—Our grouping of the roads conforms to the classification of the Interstate
Commerce Commission, and the following indicates the confines of the dmerent

groups and regions:
EASTERN DISTRICT
New England Region—Comprises the New England States.

Great Lakes Region—Comprises the section on the Canadian boundary between
New England and the westerly shore of Lake Michigan to Chicago, and north of

a line from Chicago via Pittsburgh to New York.

Central Eastern Region—Comprises the section south of the Great Lakes Reglon
east of a line from Chicago through Peoria to St. Louls and the Mississippi River
to the mouth of the Ohio River, and north of the Ohio River to Parkersburg, W.
Va., and a line thence to the southwestern corner of Maryland and by the Potomac

River to its mouth.
SOUTHERN DISTRICT
Southern Reglon—Comprises the section east of the Misslssippl River and south
of the Ohio River to & point near Kenova, W. Va., and a line thence following the
eastern boundary of Kentucky and the southern boundary of Virginia to the Atlantic.

Pocahontas Region—Comprises the gection north of the southern boundary of
Virginia, east of Kentucky and the Ohio River north to Parkersburg, W. Va.,
and south of a line from Parkersburg to the southwestern corner of Maryland and
thence by the Potomac River to its mouth.

WESTERN DISTRICT
Northwestern Region—Comprises the section adjoining Canada lying west of the
Great Lakes Reglon, north of a line from Chicago to Omaha and thence to Portiand
and by the Columbia River to the Pacific.

Central Western Region—Comprises the section south of the Northwestern Region
west of a line from Chicago to Peoria and thence to St. Louls, and north of a line
lrou?1 Stl; L(l:tllus to Kansag City and thence to El Paso and by the Mexican boundary
to the Pacific.

Southwestern Region—Comprises the section lying between the Mississippl River
south of St. Louis and a line from St. Louis to Kansas City and thence to El Paso
and by the Rio Grande to the Gulf of Mexico.

The grain traffic over Western roads in May the
present year, as we have already indicated, fell very
much below that of last year, although, even at
that, it was still considerably larger than in May,
1935. Without exception, all the different items in
greater or less degree contributed to the shrinkage,
the falling off in the case of corn having been par-
ticularly pronounced. Thus the receipts of wheat
at the Western primary markets in the five weeks
ended May 29 totaled only 9,260,000 bushels as
against 13,082,000 bushels in the same period of
1936; the receipts of corn but 10,662,000 bushels
against 19,589,000; of oats, 6,137,000 against
7,798,000; of bharley, 4,948,000 against 7,149,000,
and of rye, 2,352,000 against 2,990,000 bushels.
Altogether, the receipts of the five staples, wheat,
corn, oats, barley and rye, reached only 33,359,000
bushels as against 50,608,000 in the same five weeks
of 1936, but comparing with only 32,148,000 bushels
in 1935. Going further back, comparison is with
35,519,000 bushels in the same period of 1934;
81,594,000 in 1933 ; 51,595,000 in 1932; 59,151,000 in
1931; 53,503,000 in 1930, and 49,487,000 bushels in
1929. In the subjoined table we give the details of
the Western grain movement in our usual form:

WESTERN FLOUR A’J;\ID GRAIN RECEIPTS

5 Wks. Ended Flour Wheat
M (Bbls.) (Bushels) (Bushels)

20,623,017
40,838,559

10,697,731
0 9,251,466

44,935 19,949,197
10,445,569

8,039,132
6,062,973

ct—
Southernregion..... 38,733
Pocahontas region.. 6,046

Western District—
Northwestern reglon.. 46,088
Central West'n region 56,900 56,624
Southwestern reglon.. 29,763 29,867

46,294

Rye
(Bushels)
853,000 2,668,000 4,856,000 1,774,000 1,195,000 1,412,000

Oats Barley
(Bushels)  (Bushels)

969,000 2,720,000 6,095,000 2,158,000 933,000 1,300,000
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Corn Oats Rye
© (Bush.)

(Bush.) (Bush.)

5 Wks, End. Flour
May 29 (Bbis.)
M!lmwapoue—
9.

Wheat

T Barley
(Bush.)

(Bush.)

1,729,000 480,000
2,881,000 555,000

81,000 89,000
494,000 561,000

1,191,000 48,000
2,093,000 45,000

14,000

1,017,000
1,467,000

36,000
583,000

30,000
55,000

550,000
1,220,000

1,841,000
4,016,000

664,000
1,500,000

176,000
73,000

231,000
360,000

469,000
1,164,000

1,000
273,000

84,000
703,000

162,000
352,000
75,000

1,384,000
667,000

632,000 o
804,000 247,000

1,403,000 302,000 = 415,000
2,187,000 272,000 342,000

708,000 238,000
2,168,000 368,000

63,000
385,000

4,000
40,000

86,000 - 117,000
214,000 30,000

1,717,000
3,938,000

1,109,000
2,058,000

87,000
110,000
36,000
85,000

182,000
233,000

739,000

512,000
533,000

199,000
168,000

742,000
1,042,000
99,000
59,000

1,549,000
2,111,000

51,000
94,000

523,000
262,000

13,000

0 8
40,000 31,000 19,000

1,676,000 9,260,000 10,662,000 6,137,000
1,818,000 13,082,000 19,589,000 7,798,000

5 Mos. Ended. Flour Wheat Corn Oats
M (BUls.) (Bushels). ~ (Bushels)  Bushels)

4,507,000 4,883,000 15,531,000 4,935,000
4,015,000 4,091,000 22,557,000 8,462,000

9,272,000 1,605,000 1,653,000 6,355,000 1,886,000
15,640,000 3,682,000 6,386,000 12,717,000 2,642,000

2,787,000 4,000 75,000 604,000 683,000
2,933,000 281,000 1,703,000 2,017,000 1,745,000

216,000 1,698,000 163,000 5,146,000 322,000
118,000 = 2,757,000 497,000 9,089,000 209,000

824,000 2,579,000 75,000 106,000
1,668,000 3,048,000 37,000 75,000

2,000 54,000 80,000 63,000
509,000 94,000 335,000 601,000 287,000

3,005,000 9,819,000 6,243,000 346,000
2,921,000 18,887,000 3,753,000 606,000

- 2,546,000 3,666,000 9,692,000 3,793,000 1,043, 144,000
2,389,000 4,051,000 10,280,000 3,948,000 1,247,000 311,000

927,000 521,000 6,435,000 932,000 1,563,000 900,000
31,000 742,000 8,944,000 1,232,000 1,567,000 1,002,000

10,760,000 4,458,000 879,000
10,274,000 8,629,000 1,086,000

494,000 829,000
1,873,000 1,229,000

44,000 26,000
114,000 46,000

673,000 476,000
983,000 133,000

4,948,000 2,352,000
7,149,000 2,990,000

Barley Rye
(Bushels)  (Bushels)

4,376,000 2,137,000
5,786,000 1,859,000

1,715,000
2,423,000

67,000

2,000
650,000
2,630,000
1,699,000

319,000
387,000

51,000

152,000 73,000

Tolal all
8,562,000 40,353,000 51,279,000 22,637,000 19,293,000 6,403,000
1936.-...- 7,867,000 46. 1438.000 80,749,000 31,858,000 33,219,000 8,809,000

The Western livestock movement, on the other
hand, appears to have been considerably larger than -
in May a year ago. While at Chicago the receipts
comprised only 5,661 carloads as against 6,067 in
May, 1936, at Omaha and Kansas City they totaled
1,827 and 3,713 cars, respectively, as compared with
but.1,720 and 2,236 cars, respectively, last year.

As to the cotton traffic over Southern roads, this
was much larger than in May, 1936, that is, so far
as the overland shipments of the staple are con-
cerned, but fell far below last year in the case of the
port movement of cotton. Gross shipments over-

. land in May the present year aggregated 76,884

bales (the largest receipts for May in all recent
years) as compared with 52,914 bales in May last
year; 37,676 in 1935; 45,963 in 1934 ; 36,317 in 1933;
23,095 in 1932; 29,191 in 1931; 44,635 in 1930, and
35,141 bales in 1929. At the Southern outports,
cotton receipts in May the present year were only
130,589 Dbales against 190,101 in May, 1936, but
comparing with 87,477 bales in 1935. In previous
years back to and including 1929, the receipts
totaled 197,085 bales in 1934; 423,059 in 1933;
222,102 in 1932; 99,776 in 1931, 205,975 in 1930, and
134,735 bales in 1929. Details of the port movement,
of cotton for the past three years are given in the
table which follows:
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RECEIPTS OF COTTON AT SOUTHERN PORTS FOR MONTH OF MAY
AND FROM JAN. 1 TO END OF MAY, 1937, 1936 AND 1935

Since Jan. 1
1936

269,433
358,209
15,612
6,783
391,340
57,619
18,062
31,362

Ports
; 1937

188,829

1935

162,033
163,290
9.0'972

5
273,558

Galveston

Corpus Christi
Beaumont
New Orleaus...
Mobile. ..
Pensacola.
Savannah.
Brunswick.. ..
‘Charleston 23,438
Lake Charles 18 27 501 .~ 2,303
‘Wilmington 9,477
15,948
548

87,47711,139,946'1,186,860

130,6891 190,101 703.155

Results for Earlier Years

The gains (as indicated above) recorded by the railroads
of the country during May, 1937, in both gross and net
earnings alike—namely, $31,630,038 (or 9.87%) in the case
of the gross and $4,598,257 (or 5.69%) in the case of the
net, follow substantial increases in both gross and net—
$41,354,127 in the former and $10,397,914 in the latter in
May, 1936, but these gains, in turn, came after a decrease
of $2,489,273 and -of $1,666,850 in gross and net, respectively,
in May, 1935. In the previous year (May, 1934) the roads
had recorded an increase in gross of $26,769,505 but accom-
panied by a decrease in net of $1,618,619, and in May, 1933,
there had been an increase in gross of $3,584,364 and a gain
in net of $27,428,140, but these increases followed tremen-
dous losses in the three years immediately preceding. In
May, 1932, our compilations showed a loss of $114,034,479
in gross and of $33,623,278 in net, and this followed $94,-
091,632 loss in gross and $30,320,738 loss in net in May,
1931, and $75,1831,912 loss in gross and $35,711,276 in net
in May, 1930, business depression having been the cause
of the continuous decline in the three-year period. In May,
1929, the returns, of course, showed improved results, but
not to the extent expected, having regard to -the trade
activity prevailing at the time, but which was reflected at
that time only in minor degree in the revenue returns of
the railroads. Our compilations for May, 1929, showed
only $26,179,817 gain in gross, or 4.86%, and $17,754,001
gain in net, or 12.99%. Moreover, this very moderate im-
provement came after poor or indifferent results in May,
1928, and May, 1927, one reason for this having been that
the agricultural communities of the country were even at
that time already suffering depression, greatly impairing
their purchasing and consuming capacity, though the situa-
tion in that respect was not so strongly accentuated as it
has ‘since become. In May, 1928, our tabulations recorded
$83,823,323 decrease in gross, with $840,317 increase in net,
and in May, 1927, our tables also showed relatively slight
changes, namely, $1,088,017 increase in gross, Wwith
$1,063,507 decrease in net. An important fact to remember,
however, is that this last followed quite substantial im-
provement (we are speaking of the roads as a whole) in
May, 1926, over May, 1925, when our compilation showed
$28,5615,298 gain in gross, or 5.85%, and $15,677,492 gain
in net, or 13.899%. Moreover, these gains in 1926 succeeded
substantial improvement in 1925 over 1924, our tabulations
for May, 1925, having recorded $11,114,584 increase in gross
and $16,805,030 increase in net. On the other hand, it is
essential to bear in mind that these increases of 1926 and
1925 came after tremendous decreases in 1924, and to that
extent constituted merely recovery of what was then lost.
Our statement for May, 1924, showed no less than $70,-
476,133 falling off in the gross and $30,448,063 falling off
in the net. These losses, in turn, however, followed pro-
digious gains in the year preceding—that is, in May, 1923,
when the totals were of exceptional size. In May of that
year the roads were in enjoyment of an unexampled volume
of traffic, and our compilations showed an addition to the
gross (as compared with the preceding year) of no less
than $97,510,054, or 21.77%, and an addition to the net in
the sum of $32,573,715, or nearly 35%. It should be remem-
bered, too, that the 1923 gains in net were simply the top-
most of a series of increases that began long before 1923.
Thus in May, 1922, when business revival had already
begun, but when the carriers suffered a very notable reduc-
tion of their coal tonnage by reason of the strike at the
unionized coal mines then prevailing throughout the coun-
try (coal loadings then having fallen off 47.4% as com-
pared with May of the year before) there was only a very
small improvement in the gross earnings—only $4,069,751,
or less than 19%—but there was at the same time a con-
traction in expenses of $23,995,177, and this brought about
an augmentation in the net in amount of $28,064,928, or,
roughly, 43%. There was improvement also in the net in
the year preceding (1921), though gross at that time was
declining, owing to the collapse in trade. The decrease in
the gross then was $13,214,331, but it was accompanied by a
reduction in expenses of $58,054,141, thus leaving a gain of
$44,839,810 in the net earnings. The loss in the gross at
that time was only 2.89%, which, of course, failed to reflect
either the great falling off in traffic or the extent and
magnitude of the depression in trade under which the
country was then laboring, the reason being that railroad

Chronicle July 17, 1937

rates, both passenger and freight, had been advanced and
the added revenue from the higher rates served to that
extent to offset the loss in earnings resulting from the
shrinkage in the volume of traffic. Contrariwise, the sav-
ing in expenses then achieved was effected in face of higher
wage scales, the Railroad Labor Board having the previous
summer awarded a 20% increase to the employees, at the
same time that the Interstate Commerce Commission
granted the carriers authority to put into effect higher rate
schedules for passengers and freight. Had business and
traffic remained normal, the higher rate schedules would,
according to the computations made at the time, have added
$125,000,000 a month to the gross revenues, and the higher
wage schedules would have added $50,000,000 a month to
the payroll of the carriers, as was pointed out by us at
the time. .

On the other hand, in any attempt to appraise correctly
the big reduction in expenses effected in 1922 and 1921,
and the steady improvement in operating efficiency that
followed, the fact should not be overlooked that, as a result
of the antecedent prodigious increases in the expenses, net
earnings in 1920 had been reduced to very low levels. High
operating costs had been a feature of the returns for many
years preceding, and it so happened that in May, 1920, the
so-called “outlaw” strike, which served so seriously to
interfere with railroad operations the previous month, con-
tinued with greatly aggravated consequences. In these cir-
cumstances, it was no surprise to find that although gross
earnings increased $38,629,073 over the amount for May of
the previous year, the augmentation in expenses reached
no less than $61,011,464, leaving a loss in net of $22,372,391.

But, as already stated, the 1920 decrease in net was
merely one of a series of losses in net that had been con-
tinuing through successive years. As indicating how ex-
penses had been mounting up, it is only necessary to note
that in May, 1919, though gross earnings increased as com-
pared with 1918 in amount of $35,132,305, the augmenta-
tion in expenses reached $69,091,093, leaving a diminution
in the net of $33,958,788. Similarly, for May, 1918, our
compilations registered $31,733,655 increase in gross, but
$14,459,024 decrease in net, owing to an increase of $46,-
232,679 in expenses. For the three years combined, there-
fore, the loss in net for this single month was $70,790,203,
in face of an increase in gross earnings of $105,535,033. Ex-
penses in the three years for this month increased $176,-
325,236, Even prior to 1918 rising expenses were a feature
of the returns, though not, of course, to anywhere near
the extent which subsequently developed. In the following
we show the May comparisons for each year back to 1909.
We give the results just as registered by our own tables
each year:

Increase (+) 'or
Decrease (—)

Gross Earnings Mileage

Year
Preced’g

217,933

Year
Given

220,314

Year Year
Given Preceding

$196,826,686($170,600,041|--$26,226,645|+15.37
230,033,384 198,049.990| --31,983,395|+16.25
226,442.818| 231,066,806 —4,624,078| —1.99
232,229,364( 226,184,666 -6,044,698
263,496,033( 232,879,970 +30,616,063
239,427,102| 265,436,022| —26,007,920
244,692,738 243,367,953 1,324,785 +
308,029,096| 244,580,685( 63,448,411
353,825,032 308,132,969 45,692,063
373,237,097| 342,4683,442| 431,773,655
413,190,468( 378,058,163 --35,132,305
387,330,487| 348,701,414| 38,629,073
444,028,885| 457,243,216| —13,214,331
447,299,150| 443,229,399( 44,069,751
545,503,898 447,993,544 +97,510,054
476,458,749| 546,934,883 —70,476,133
487,664,385| 476,649,801 11,114,584
516,467,480| 487,952,182| +28,515,298
517,643,010| 516,454,998 1,088,016
—38,823,323
426,179,817
537,5675,914| —75,131,912
462,677,603| —94,091,632
368,417,190(~—114,034,479
-+ 3,584,364
426,769,605
—2,489,273 X
41,354,127|414.82
31.630,038| +9.87

Amound Per Cent

509,746,395
536,723,030
462,444,002
368,485,871
254,382,711
257,963,036
281,627,332
279,153,707
-| 820,487,420

352,044,249

518,569,718
510,543,313

279,133,293
320,414,211

Net Earnings Ine. (+) or Dec. (—)

Year
Preceding

$49,789,800
64,857,343
70,868,645
68,488,263
66,499,916
73,385,636
57,339,166
71,791,320
105,782,717
107,454,218
92,252,037
51,056,449
20,043,003
64,866,637
93,699,825
126,496,150
96,054,494
112,904,074
127,821,385
127,940,076
129,044,791
147,099,034

Year
Given

$64,690,920
70,084,170
69,173,674
66,035,597

Amount

+$14,901,120
-+5,226,827
-~1,695,071
—2,452,666
47,172,397
15,756,870
14,619,397
33,806,935
+-3,624,718
114,459,024
-—33,958,788
—22,372,391
+44,839,810
064,928
32,573,715
—30,448,063
16,805,030
+15,677,492
—1,063,607
840,317
17,754,001
—35,711,276
—30,320,730
—33,623,278
+27,428,140
—1,618,619
—1,666,850
10,397,914
4,508,257

Per Cent
+29.93

91,995,194
58,293,249
28,684,058
64,882,813
92,931,665
126,173,540
96,048,087
112,859,524
128,581,566
126,757,878
128,780,393
146,798,792
111,387,758
81,038,584

85,335,430 80,737,173
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The Course of the Bond Market

Bond prices have eased off a little this week. High
grades declined fractionally and second-grade rails lost
some ground. The exceptions were found in the utility
bonds, which continued to push ahead, and the United
States Governments, which recorded fair-sized gains on
Thursday. R,

High-grade railroad bonds have been firm. Atchison gen.
4s, 1995, advanced 1% points to 111; Chicago Burlington &
Quincy 4s, 1958, were up % at 111%; Union Pacific 4s,
1947, at 114 gained %. Lower-grade railroad bonds have
been definitely weaker, Erie 5s, 1975, declined 2% to 3;
Illinois Central 4%s, 1966, at 671 were down-2%;; New
York New Haven & Hartford 6s, 1940, lost 4 at 60.

The demand for utility bonds has not been an active one,
but all classes have maintained a generally firm tone.
High-grade utilities moved within a very narrow range, but
fluctuations among lower grades have been more pro-
nounced. Brooklyn Union Gas 5s, 1950, closed at 94, off %
for the week; Towa-Nebraska Light & Power 5s, 1957, ad-
vanced 1 to'98; Virginia Public Service 6s, 1946, rose 4 to
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91; International Tel. & Tel. 4%s, 1952, at 71 were un-
changed. New York tractions have been generally weak.
Third Avenue Railway 4s, 1960, closed at 46%, down 13 ;
Interborough Rapid Transit 7s, 1932, lost %, point at 64%.

Industrial bonds gave up part of last week’s gains, but
recessions have been limited to fractions for the most part.
Rubber company issues declined, Goodyear Tire & Rubber
5s, 1957, closing 1% point lower at 105. Obligations of paper
companies have been in favor, Champion Paper & Fibre
4%s, 1950, advancing 14 to 106%. In the steel section,
National Steel 4s, 1965, closed unchanged at 105%. The
oils have been fairly steady, one of the most immortant
changes being the %-point rise to 106 of Socony-Vacuum
314s, 1950. The non-ferrous metals have been quiet, while
amusements drifted lower.

Interest in the foreign bond market has centered chiefly
around Japanese bonds which, under renewed mressure of
the Sino-Japanese conflict, suffered losses of 3 to 4 points.
Polish issues have shown some firmness, but the balance
of the list moved irregularly within narrow limits.

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

MOODY'S BOND PRICES (REVISED)
(Based on Average Yields)

MOODY'S BOND YIELD AVERAGES (REVISED)
(Based on Individual Closing Prices)
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* These prices are computed from average ylelds on tne basis of one “typical” bond (4% coupon, maturing in 30 years) and do not purport to show either the average

" evel or the average movement of actual price quotations.
yleld averages, the latter being the truer pioture of the bond market.

They merely serve to lllustrate in a more comprehensive way the relative levels and the relative movement. of

BOOK REVIEWS

The)Theory®of Forward Exchange. By Paul Einzig.
520 Pages., New York: The Macmillan Co. $7.50

Until this book appeared, the best known discussion of
forward exchange—defined by Mr. Einzig as foreign ex-
change “bought or sold for future delivery (hence the
American name ‘futures’) against payment on delivery’—
was that found in Keynes's “Tract on Monetary Reform,”

published in 1923. Mr. Einzig freely acknowledges his in- .

debtedness to Keynes, whose views he frequently refers
to and occasionally criticizes, but his own exhaustive re-
search, far and away the most thorough and comprehensive
that has so far been attempted, has enabled him to present
the subject in a way that sweeps the field of history, theory
and practice. For any one who wishes or needs to under-
stand the difficult subject in all its details, as well as to
follow a critical examination of what other students have
said about it, this is the book. "

A summary of the contents of the 47 chapters will suf-
fice to indicate the broad scope of the work. The first
three chapters point out some of the difficulties which the
inquiry has to overcome, due to lack of assured informa-
tion about some of its aspects, and set down a useful list of

definitions of terms employed. These are followed by an -

account of the origin of forward exchange, early dealings
and their significance, and the development of the forward
exchange market since the World War. A further series
of chapters deals with the nature of the forward exchange
market and its operations, including the relation of forward
exchange to trade and foreign investment, and the questions

of covered and uncovered foreign balances, arbitrage and
speculation. Under the general head of the theory of for-
ward exchange the author examines such questions as inter-
est parities, the theories of reciprocity and purchasing
power parity, the trade balance, international lending, the
relation between spot and forward rates and between long
and short rates, and forward exchange under the gold
standard and paper currencies. Still another group of chap-
ters interprets forward exchange rates in the cases, respec-
tively, of sterling, the dollar, frane, mark, lira, belga and
one or two other currencies. The policies of the various
central banks are reviewed, intervention for defense or for
commercial purposes is considered, and forward rate and
bank rate policies are compared. Appendices give, in ad-
dition to a bibliography, elaborate statistics of forward .
rates from 1921 to 1936, and charts exhibit the forward
rates for the dollar, the franc and the reichsmark and their
interest parities.

Mr. -Einzig disclaims any intention of making his book
propaganda for his personal views regarding either the
theory or the practice of forward exchange, and on contro-
verted questions he is content to present the various sides
without enforcing an opinion. He does, however, in clos-
ing, allow himself to ask whether the forward exchange
system is likely to disappear. Since the system is part and
parcel of the foreign exchange system as a whole, “its fate
is largely, though not exclusively, determined by the future
of the foreign exchanhge market.” It is Mr. Einzig’s con-
vietion that the international transfer of funds will eventu-
ally be conducted through an international exchange clear-
ing system, which he regards as more rational than the
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present practice, but he neverthcless sees no reason why

the present system should not survive for many years. He

does not look for early stabilization of the exchanges, nor
for a return to the gold standard in the near future. On
the other hand, there is likely, he thinks, to be more active
official intervention in forward exchange, due in part, ap-
parently, to improvement in the technique of central banks
and exchange equalization accounts. Even if the free for-
eign exchange market were abolished, forward exchange
facilities would probably continue in one form or another,
for “unless and until the economic and social system is
changed completely, and foreign trade ceases to involve
private profit and risk, there will always be a tendency
on the part of some people to safeguard themselves against
risk, and there will always be people willing to assume
that risk in the hope of a profit.”

—_————

The Fixed Investment Trust. By Marshall D. Ketchum.
86 Pages. Chicago: The University of Chicago
Press.  $1

This valuable monograph combines a history of the invest-
ment trust as a financial form and a discussion of its
theory, structure and methods. The successive chapters
deal with the characteristics of the investment company in
general, the history of the contractual type investment com-
pany and the theory of that type, the structure and operat-
ing methods of such companies, and the history and status
of investment companies of the contractual type in
England.

Commenting upon the “confusing trends” since 1933, the
author notes that “the investment company as a whole has
remained quiescent. The fixed type has saved itself from
extinction by changing its portfolio policy to one of semi-
fixity, or restricted management. The use of shares of the
fixed company as the investment medium for a new type of
company, the systematic investment trust, has also helped
it to carry on. Still another type, the mutual fund, which
during the depression also benefited from the unpopularity
of the management type, has been coming to the fore. As
the recovery phase of the cycle progresses the management
type, showing some evidences of vitality, slowly regaing
some of its prestige. The most recent trend in the field
has been the expansion of the fixed company and its adapta-
tions in England, where 58 companies are at present in
existence.” The book is in large part a study of the causes
and progress of “these shifts in popularity from one type
to another.”
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The Compensation of Executive Officers of Retail
Companies, 1928-1935. By John Calhoun Baker.
34 Pages. Boston: Harvard Graduate School of
Business Administration. $1

This bulletin presents data, derived mainly from reports
of the Federal Trade Commission and Securities and Ex-
change Commission, regarding the compensation of business
executives and the methods of payment of 38 retail com-
panies for each year from 1928 to 1935. The 38 companies
are chosen from a variety of fields and in each case are
well known. The annual payments shown vary widely
among the different companies, but in general the com-
pensation paid by chain stores is found to be lower than
that paid by department stores, the larger firms in each
group paying larger amounts, naturally, than smaller ones.
On the other hand, the compensation paid by department
store companies is found to exceed in general that paid
by industrial firms, the highest paid .officer in the larger
industrial companies being excepted. In relation to sales
the outlay for executive compensation appears unimportant,
only 19% of the customer’s dollar going for such compensa-
tion in department stores during the period dealt with, and
only 0.3% in chain stores. The report suggests that this
difference “may reflect differences in sales per firm, in
the degree to which routine or mass procedures can be
employed, in the character of executive judgment required,
and in the amount of risk incurred.”

The inquiry extends also to compensation under incentive
plans, of which there are 15 examples among the chains
and eight among the department stores in the list used.
The author finds that bonus payments accounted for a
larger proportion of total compensation in chain stores than
in department stores, but with total compensation under
‘bonus. plans fluctuating with sales and earnings more
widely than in companies having no such plans. During
the depression years, moreover, bonus payments were cut
severely, and salaries also. declined. Dividend payments
during the seven years were, for chains, nearly six times
the total of executive compensation, and nearly three times
as much in the department store group. Although depart-
ment store executives “ordinarily owned about twice as
much voting stock in their companies as did chain store
executives,” “no apparent relationship”’ was found “between
the proportion of stock owned and the percentage of earn-
ings paid to executives, nor was there evidence that large
earnings necessarily accompanied extensive stock ownership
by management.”

Indications of Business Activity

~ THE STATE OF TRADE—COMMERCIAL EPITOME
Friday Night, July 16, 1937.

Business activity dropped sharply last weel to 92.1, as
against 99.4 for the previous week and 89.3 for the corre-
sponding week of last year, according to the “Journal of
Commerce.” This was attributed largely to the sharp cur-
tailment of business activity over the Independence Day
holiday. It was stated that all components of the weekly
business index declined with the exception of petroleum
runs to stills. Also, the drop in automotive activity was
surprisingly small. The average operating rate of the
steel industry is currently at 839% of capacity and will
reach 85% or higher by the end of the week, according to
the “Iron Age” It is reported that the onl~ reversal of
the downward trend in new buying of steel has come to a
moderate extent from the automotive industry. General
Motors has placed orders for fair-sized lots of sheets for
1938 models. TFord is reported as inquiring for sheets for
250,000 cars. A general buying movement by the automo-
tive industry is expected within the next few weeks for
new models, Electric power output shows an increase of
7.29, over a year ago, but a loss of 3.1% from the preced-
ing week. Production of electricity in the United States
for the week ended July 10 in actual figures was 2,096,
266,000 kilowatt hours. The American Telephone & Tele-
graph Co. showed net earnings of $190,538,672 for the 12
months ended June 30, equal to $10.20 a capital share, and
compares with net of $138,298,643, or $7.41 a capital share
the previous year. The Class I railroads during June
had estimated operating revenues of $280,287,565 compared
with $268,433,167 for June, 1936, or an increase of 4.4%.
Some careful observers assert that if steel operations con-
tinue for the next few weeks at the high rate of the cur-
rent period, no further recession in the adjusted business
index would appear probable. It is further stated that if
auto production holds another week or so at last week’s
rate, adjusted indices for July might even advance. The
summer trend depends almost entirely on the course qf these
two lines, since most other industries are experiencing re-
cessions of only normal seasonal proportions. The prospect
of normal outturns for most important crops, indicated by

" stimulus to business activity in the coming months.

s

the government’s July crop report, promises an important

Retail
volume was somewhat curtailed by rain and excessive heat
the past week, though gains of 10% to 20% were registered
over last year, the increase being due partly to seasonal
promotional events, according to Dun & Bradstreet’s trade
review., Car loadings of revenue freight in the holiday-
shortened five-day week ended July 10 totaled 682,205 cars.
The report pointed out that the decrease of 123,963 cars

‘ from the previous week and 42,072 cars below the 1936 °

comparative was an wunfair comparison, as both these
periods were full six-day weeks., The dollar volume of
orders booked in the first six months of 1937 by the Bald-
win Locomotive Works and subsidiary companies expanded
to $19,638,082 from $16,865,613 in the corresponding period
the year  before. June orders were $2,585,080 against
$1,978,126 in May and $3,229,571 in June, 1936. In the
central and northern portions of the country the week was
characterized by abnormally warm weather, moderate tem-
peratures in the 'South, and relatively cool weather over a
large Southwestern area, according to the Government
‘Weather Bureau report. While a decided heat wave pre-
vailed in much of the country, temperatures in general were
not nearly so high as at this time last year, the report
states, For the week ended July 14, 1936, the maxima
ranged generally from 100 to 110 degrees from New York
and the Middle Atlantic States westward over all of the
central valleys, the Great Lakes, and the central and north-
ern Great Plains, with the weekly averages ranging from
G degrees to more than 20 degrees above normal throughout
the area. Showers of the week were decidedly helpful in
most of the Southern States, while good, substantial rains
occurred in much of the Rocky Mountain area, the latter
being especially beneficial in much of Arizona, New Mexico,
western Colorado, Utah and Wyoming. In Wyoming the
moisture situation is reported as the best in years. The
week was favorable for farm work, and the harvest of
winter wheat is now mostly completed, excent in some
northern sections. In the New York City area the weather
generally has been much more comfortable than the previous
week, much cooler temperatures prevailing, though with
considerable rain. Today it was fair and warm here, with
temperatures ranging from 70 to 89 degrees. The forecast
was for partly cloudy, probably local thundershowers to-
night and Saturday. Cooler Saturday afternoon and night.
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Overnight at Boston it was 64 to 76; Baltimore, 74 to 90;
" Pittsburgh, 70 to 90; Portland, Me., 62 to 70; Chicago, 70
to 88; Cincinnati, 76 to 90; Cleveland, 70 to 88; Detroit,
74 to 90; Charleston, 74 to 90; Milwaukee, T2 to 88; Sa-
vannah, 74 to 92; Dallas, 74 to 92; Kansas Citv. 64 to 98;
Springfield, Mo., 70 to 92; Oklahoma City, 76 to 96; Salt
Lake City, 60 to 88; Seattle, 56 to 74; Montreal, 66 to 74,
and Winnipeg, 58 to 70.
USSR .

Steel Strike Dominating Business at End of First Half
of 1937—Col. Leonard P. Ayres of Cleveland Trust
Co. Finds Production and Trade Activity_Moving
Ahead Despite Disconcerting Events ... .

The fact that “the first half of 1937 comes to a close
with the steel strikes dominating the business news in this
country, and with the French monetary difficulties over-
shadowing even the developments of the Spanish war in
the foreign news from abroad,” is noted by Colonel Leonard
P. Ayres, Vice-President of the Cleveland Trust Co. of
Cleveland, Ohio, in the company’s “Business Bulletin”
issued July 15. Colonel Ayres makes the observation that
“the most noteworthy feature of American business con-
ditions has been the ability of industrial production and
trade activity to move steadily ahead with almost full dis-
regard for the continuing flow of items of bad news.”
“The volume of industrial production,” he notes, “remained
unchanged at 1189 of the 192325 level during March, April,
and May. The June output will probably prove to be
about 116.” Colonel Ayres further comments as follows:

The gradual slowing down of business which has come as the inevitable
result of the widespread labor difficulties, and of the increased costs of
construction, has become apparent in only small degree as yet in the
indexes of production and trade, but the adverse influences have shown
their effects in the security markets. Stock prices have drifted to lower
levels on progressively smaller volumes of trading since early in March,
and bond prices have declined during most of the past six months.

The business of organizing workers into new forms of labor unions has
suffered a setback as definite as that. which has been under way in the
stock market since last March. Until a few weeks ago there was a real
bull movement under way for the C. I. O. Its power grew with its own
momentum much as happens in speculative markets for securities, or
commodities, or real estate, and many observers came to believe that it
was a one-way movement. Now it has suffered a recession, and both its
followers and its opponents are wondering whether or not it may have
reached and passed its peak.

The developments in the monetary affairs of France are also in some
measure iike those with which we are familiar in the long-term move-
ments of the security markets. During most of the time since the war
French public finance has been in a bear market. There was a strong
recovery when Poincare imposed his drastic reforms in 1926, There was
a weak one following the departure from gold last autumn. Now a new
devaluation promises another rally. A real reversal awaits a balanced
budget.

————e

Moody’s Commodity Index Advances Moderately

Moody’s Index of Staple Commodity Prices advanced
moderately this week, closing at 209.5 on Friday, as com-
pared with 208.7 a week ago.

The principal changes were the rise in wheat and steel
serap, and the declines in cotton and hogs. There were also
moderate advances in cocoa, hides and wool, and moderate
declines in silk, rubber, corn and sugar. Prices of silver,
copper, lead and coffee remained unchanged.

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

208.7)2 weeks ago, July 2
* | Month ago, June 16..

207.0 | Year ago, July 16
--208.1 (1936 High—Dec. 28
% 4 Low —May 12

w June 14
* No index,
[

“Annalist” Weekly Index of Wholesale Commodity
Prices Unchanged During Week 'Ended July 13

The “Annalist”” announced July 15 that price changes were
moderate for the most part during the past week, and largely
offset each other, the “Annalist’s”” price index being un-
changed at 95.39%, of the 1926 average.

The ““Annalist’”” announcement continued:

‘Wheat and corn were lower, along with barley, hogs, lambs, eggs, silk

and rubber, while steers and cows, beef lard, cotton, hides and zinc made
advances.
THE “ANNALIST” WEEKLY INDEX OF WHOLESALE
COMMODITY PRICES
(1926=100)

July 8, 1937
105.7
85.1

July 13, 1937 July 14, 1936

Farm products
Food products
Textile products. .
Fuel

Miscellaneous.....

All commodities
* Preliminary.

x Revised.
[ —

Revenue Freight Car Loadings Drop 123,963 Cars in
: Week Ended July 10 .
Loadings of revenue freight for the week ended July 10,
1937 totaled 682,205 cars. Thisis a decrease of 123,963 cars

\ Four weeks in February.
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or 15.4%, from the preceding week; a drop of 42,072 cars, or
5.89%, from the total for the like week of 1936, but an in-
crease of 116,703 cars, or 20.6%, over the total loadings
for the corresponding week of 1935. For the week ended
July 3, 1937, loadings were 24.19, above those for the like
week of 1936 and 71.19%, over those for the corresponding
week of 1935. Loadings for the week ended June 26, 1937,
showed a gain of 8.49%, when compared with 1936 and a rise
of 25.4% when comparison is made with the same week of
1935.

The first 18 major railroads to report for the week ended
July 10, 1937, loaded a total of 313,367 cars of revenue
freight on their own lines, compared with 371,821 cars in
the preceding week and 338,033 cars in the seven days ended
July 11, 1936. A comparative table follows:

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

Loaded on Oun Lines
Weeks Ended—

July 10 July 3
1937 | 1937

|Recetved from Connections
Weeks Ended—

July 11\July 10| July 3 |July 11
1936 | 1937 | 1937 | 1936

4,779
16,138
8,985
8,366
8,722
9,703

Atchison Toneka & Santa Fe Ry..
Baltimore & Ohio RR.

Chesapeake & Ohio Ry.

Chicago Burlington & Quiney RR
Chicago Milw. St. Paul & Pac. Ry
Chicago & North Western Ry..--

22,845
32,126
22,884

5,467
4

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

New York Central Lines........
New York Chicago & St, Louis Ry
Norfolk & Western Ry
Pennsylvania RR.

Pere Marquette Ry

Pittsburgh & Lake Erie RR.
Southern Pacific Lines...
Wabash Ry 4,698

313,3671371,821'338,033'183,543'218,344'182 551

x Excludes cars interchanged between S, P .Co.-Pacitic Lines and T
New Orleans RR. Co &

TOTAL LOADINGS AND RECEIPTS FROM CONNECTIONS
(Number of Cars)

Weeks Ended—
July 3, 1937

31,523
31,150

July 10, 1937
28,549
27,435
13,526

69,510

July 11, 1936

26,558
29,542
16,319 11,423

78,992 67,523

The Association of American Railroads in reviewing the
week ended July 3, reports as follows:

Loading of revenue freight for the week ended July 3, totaled 806,168
cars. This was an increase of 156,465 cars or 24.1% above the correspond-
ing week in 1936 and 335,042 cars or 71.1% above the corresponding week
in 1935. The corresponding weeks in the two previous years, however,
included Fourth of July Holiday.

Loading of revenue freight for the week of July 3 was an increase of 32.435
cars or 4 2% above the preceding week,

Miscellaneous freight loaded totaled 325,232 cars, an increase of 9,223
cars above the preceding week, 60,643 cars above the corresponding week
in 1936, and 127,512 cars above the corresponding week in 1935.

Loading of merchandise less than carload lot freight totaled 169,147 cars,
an increase of 2,571 cars above the preceding week, 27,095 cars above the
corresponding week in 1936 and 35,572 cars above the same week in 1935.

Coal loading amounted to 117,453 cars, an increase of 3,964 cars above
the preceding week, 11,984 cars above the corresponding week in 1936 and
67,292 cars above the same week in 1935.

Grain and grain products loading totaled 51,878 cars, an increase of
10,495 cars above the preceding week, 9,922 cars above the corresponding
week in 1936 and 28,000 cars above the same week in 1935. In the Western
Districts alone, grain and grain products loading for the week ended July 3
totaled 41,677 cars an increase of 9,801 cars above the preceding week,
and an increase of 11,531 cars above the corresponding week in 1936.

Live stock loading amounted to 11,442 cars, a decrease of 999 cars below
the preceding week, but an increase of 46 cars above the same week in 1936
and 2,827 cars above the same week in 1935. In the Western Districts
alone, loading of live stock for the week ended July 3 totaled 8,480 cars,
a decrease of 696 cars below the preceding week, but an increase of 31 cars
above the corresponding week in 1936.

Forest products loading totaled 41,723 cars, an increase of 1,970 cars
above the preceding week, 10,813 cars above the same week in 1936, and
19,771 cars above the same week in 1935.

Ore loading amounted to 78,790 cars, an increase of 4,453 cars above
the preceding week, 33,453 cars above the corresponding week in 1936,
and 48,103 cars above the corresponding week in 1935.

Coke loading amounted to 10,503 cars, an increase of 758 cars above the
preceding week, 2,509 cars above the same week in 1936 and 5,965 cars
above the same week in 1935.

All districts reported increases in the number of cars loaded with revenue
freight, compared with the corresponding weeks in 1936 and 1935.

Loading of revenue freight in 1937 compared with the two previous
years follows:

Chlcago Rock Island & Pacitic Ry.
Illinols Central System... -

1937 1936

3,316,886 2,974,653
2,778,255 2,512,137

1935

2,760,107
2,330,492
2,408,319

Tive weeks in January

Four weeks in March
Four weeks in April.
Five weeks in May.
Four weeks In June.
Week of July 3 806,168

19,734,274

649,703 471,128
17,233,407 15,631,855

In the following we undertake to show also the loadings
for separate roads and systems for the week ended July 3.

During this period a total of 116 roads showed increases
when compared with the same week last year:

[Roitized for FRASER
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REVENUE FREIGHT LOADED AND RECEIVED FROM CONNECTIONS (NUMBER OF CARS)—WEEK ENDED JULY 3

1
Total Revenue Total Loads Recetved Total Revenue Total Loads Recetved
Raflroads Freight Loaded Jrom Connections Raflroads Freight Loaded J1rom Connections
1937 1936 1935 1937 1936 1937 1936 1935 1937 1936
Eastern District— Southern District—(Concl.)
Ann Arbor. .. .ccecmneeccanan 455 389 490 1,278 1,257 (| Nortolk Southern. -l 2,245 1,864 1,156 1,038 1,076
Bangor & Aroostook. 1,159 671 1,038 306 270 Pledmont Northern 381 422 267 94 817
Boston & Malne. . .-cccuue aa. 8,776 6,938 6,337 10,548 9,607 Richmond Fred. & Potomac, 397 342 323 4,114 4,104
Chicago Indianapolis & Louisv. 1,620 1,513 1,103 2,303 2,382 6,963 5,611 3,925 8,437
Central Indiana. ..ccccacmnme- 18 13 12 113 48 19,000 | 14,764 | 14,813 | 14,340
Central Vermont. . 1,202 996 867 2,181 2,128 389 223 641 60
Delaware & Hudson. ceecmeeue 5,012 4,753 3,860 7,734 6,931 163 106 756 778
Delaware Lackawanna & West.| 10,242 8,465 6,455 6,741 6,870
Detrolt & Mackinat..ceeeauax 469 392 180 165 131 90,121 67,538 65,297 62,004
Detroit Toledo & Ironton..... 2,660 2,286 1,578 1,256 1,262
Detroit & Toledo Shore Line.. 380 352 253 3,045 2,613
8 O y [ U R SR R P 11,018 11,336 15,282 14,767
Grand Trunk Western__ 4,045 3,726 7,763 7,306 Northwestern District—
h & Hudson River. 189 126 2,102 1,908
Lehigh & New England. 1,407 1,330 1,232 1,136 Belt Ry. of Chicag0..uecen--- 803 755 66’ 2,022 2,258
Lehigh Valley...... 8,721 5,575 8,625 7,290 Chicago & North Western.... 20,465 18,108 13,913 10,672 9,802
Maine Central.. 2,627 2,381 2,208 1,765 Chicago Great Western....-. 2,512 2,286 1,675 2,792 3,017
M hela. . 3,129 775 296 254 Chicago Milw, St, P, & Pacific.| 21,011 18,164 13,318 8,486 7,401
MODLOUT. . v e m e mem e 1,982 667 49 35 || Chicago St. P, Minn, & Omahal 4,020 3,315 2,694 3,415 3,369
New York Central Lines. . 37,785 27,855 42,642 40,086 Duluth Missabe & Northern...| 26,571 12,377 8,525 311 222
N. Y, N. H. & Hartford 9,356 ,957 13,116 12,673 Duluth South Shore & Atlantic. 1,466 1,112 917 509 3569
New York Ontarlo & Western. 1,654 1,629 1,81 1,994 Elgin Joliet & Eastern........ 9,380 7,012 3,776 6,963 5,248
N. Y, Chicago & St. Louls.... 4,543 3,705 | 10,248 9,301 Ft. Dodge Des Molnes & South. 444 401 268 241 123
Pittsburgh & Lake Erle... 6,728 3,647 7,056 5,872 || Great Northern. ... -cecea- 25,916 | 16,960 | 13,663 3,042 2,691
Pere Marquette. ... 5,219 3,744 5,706 5,260 || Green Bay & Western... A 607 599 454 631 562
Pittsburgh & Shawmut.. ... .. ! 230 54 28 32 Lake Superior & Ishpeming.... 2,861 2,624 1,470 89 93
Pittsburgh Shawmut & North. 379 313 177 331 227 || Minneapolis & St. Louls 1,616 1,684 1,184 1,736 1,737
Pittsburgh & West Virginia. .. 1,062 1,187 256 1,912 1,825 Minn, St, Paul & 8, 8. 7,211 5,310 4,226 2,736 2,056
Rutland.._.._.. SeEaeaw oy 707 621 529 1,085 1,097 Northern Pacific ..... 11,066 8,405 5,796 4,060 2,957
Wabash. ... iiiaaccacamcnnnn 5,226 5,002 4,010 8,596 8,807 || Spokane International.. 249 317 223 327 300
Wh & Lake Erle EER 4,816 4,103 2,964 3,263 3,418 Spokane Portland & Seattle.. 1,563 1,578 1,173 1,467 1,202
Totall il aiisosiasundinbaie 162,686 | 137,427 | 104,515 | 168,927 | 158,552 Totaleciccinnicincbiamnasns 137,761 | 101,007 | 73,942 | 49,499 | 43,207
Allegheny District— Central Western District—
Akron Canton & Youngstown.. 597 481 334 705 634
Baltimore & Ohlo 27,138 17,625 17,987 15,863 Atch, Top, & Santa Fe System.| 34,120 24,861 17,084 6,509 4,904
Bessemer & Lake Erle.._. 5,259 3,341 3,047 2,689 0D s st aiat sonusoranans 3,367 2,997 2,06 2,678 2,623
Buffalo Creek & Gauley* 249 127 9 || Bingham & Garfield s 594 269 19 132 49
Cambria & Indlana 1,086 121 22 15 Chicago Burlington & Quincy..| 14,831 13,591 10,409 7,901 6,634
Central RR. of New Jersey.... 5,491 4,348 12,113 10,772 Chicago & Illinois Midland.... 1,759 1,317 744 787 1,097
Cornwall oo e v eccccenmman 804 152 59 42 || Chicago Rock Island & Pacitio.| 16,448 | 12,220 9,751 10,486 8,990
Cumberland & Pennsylvania.. 258 292 85 30 29 Chicago & Eastern Illinofs.... 2,565 2,493 1,563 2,562 2,365
Ligonier Valley....cccceamme- 142 89 6 49 40 || Colorado & SBouthern. . ..c..-- 888 812 642 1,698 1,285
Long Island. - ccccvcccnnmnan 733 619 784 2,426 3,214 Denver & Rio Grande Western.. 2,624 1,892 1,579 2,850 2,685
Penn-Reading Seashore Lines..| 1,189 933 714 1,499 1,070 || Denver & Salt Lake 370 375 187 30 19
Pennsylvania System. ...-e--- 74,244 60,326 43,782 48,384 42,460 Fort Worth & Denver City 2,763 1,123 966 1,441 840
Reading Co_....... -| 15,665 13,092 9,373 17,475 15,260 Illinois Terminal. . ... 1,982 1,694 1,562 1,681 1,394
Union (Pittsburgh)... --| 17,027 11,660 4,954 7,767 4,991 Nevada Northern.. ... 1,832 44 737 11 56
West Virginia Northern. £ 28 35 13 1 North Western Pacific. 896 841 577 395 297
Western Maryland. . cee-caeax 3,778 2,623 1,627 6,465 5,425 || Peoria & Pekin Union._. 148 282 68 32 66
Southern Paclfic (Pacific). 26,946 19,555 14,410 6,701 5,119
Total 161,975 | 130,177 87,286 | 118,035 | 102,514 Toledo Peorla  Western*. 19 418 169 1,255 1,309
Union Pacifiv System_... 15,132 12,227 8,580 8,370 8,140
011 P S 29 10i 123 4 4
Western Pacifio. - o - ccaccccaaea 1,504 1,329 1,119 2,024 1,489
Pocahontas District—
Chesapeake & Ohi0.wnceuaca- 21,786 © 20,826 | 10,742 | 12,297 | 10,614 Total. s vsriainivinaunnonna 129,264 | 98,340 | 72,529 | 57,647 | 49,365
Norfolk & Westerna..ceemuuuan 23,549 , 19,738 | 10,362 5,810 4,591
Norfolk & Portsmouth Belt Line 1,200 955 76 1,491 1,158
Virginlan, .« e ccvecemamenea- 4,346 3,005 2,151 1,196 793
| Southwestern District—
Total, Lo dluuecsranasnn --| 50,881 44,524 24,022 20,794 17,156 Alton & Southern. . . -ccceccue= 227 193 196 5,377 4,450
Burlington-Rock Island. . 159 121 106 303 232
Fort Smith & Western.. 104 87 77 266 200
v Gulf Coast Lines. _..... cacmwel s < 2,418 1,586 2,106 1,405 1,004
Southern District— International-Great Northern. . 2,174 1,708 1,970 1,932 1,327
Alabama Tennessee & Northern 289 227 118 217 153 || Kansas Oklahoma & Gulf..... 202 269 199 888 1,021
Atl. & W, P.—W. RR. of Ala_. 795 677 639 1,203 1,098 1,894 1,395 2,112 1,939
Atlanta Birmingham & Coast. 771 814 875 714 592 1,350 1,198 1,253 1,014
Atlantic Coast Line. 8,697 8,118 6,041 4,348 4,274 126 59 521 359
Central of Georgla.. 4,214 4,221 3,279 3,219 3,122 293 170 681 936
Charleston & Wester: 535 486 534 1,060 927 571 524 171 276
Clinchfleld. - _.._._ 1,432 1,061 830 1,967 1,656 121 82 283 248
Columbus & Greenv 255 46 183 385 258 3,942 3,629 3,386 2,619
Durham & Southern. 157 166 117 237 278 14,590 10,505 9,324 7,571
467 348 376 480 467 56 34 10 10
37 35 32 87 88 130 95 170 72
954 817 622 1,671 1,645 7,461 6,464 4,872 3,953
592 418 325 580 470 1,976 1,708 2,865 2,103
1,787 1,422 1,229 984 1,047 4,984 4,634 3,120 2,639
20,441 18,328 13,547 11,366 10,853 751 3,580 3,650 4,863 3,689
Loulsville & Nashville. 21,787 19,108 12,508 5,325 ,999 ‘Terminal RR. Assn. of 8t. Louls 2,732 745 2,341 19,832 19,746
Macon Dublin & Savan: 192 126 144 438 290 Wichita Falls & Southern. .... 294 262 212 84 64
Mississippl Central.. .. 179 173 115 357 309 || Wetherford M. W, & N, W... 30 62 40 90 49
Mobile & Ohio... 2,091 1,727 1,384 1,853 1,758
Nashville-Chattanooga 2,738 2,460 2,190 2,578 2,568 Total. osiaTodndSutuisans 62,636 | 48,107 | 41,294 | 63,808 55,521
Note—Previous year's figures revised. * Previous figures.

Wholesale Commodity Prices Further Advanced During
Week Ended July 10 According to National Fer-
tilizer Association

Continuing the upward trend of the two previous weeks,
wholesale commodity prices advanced during the week ended
July 10 reaching a point near the highest level recorded this
year, according to the index compiled by the National Fer-
tilizer Association. Last week the index stood at 88.6%,
(based on the 1926-28 average of 100%) as compared with
88.3% in the preceding week, and with 88.79%, the highest
point for the year and the recovery period. A month ago
the index registered 86.9% and a year ago 78.7%. The
Association’s announcement, under date of July 12, con-
tinued:

Rising prices for farm products were primarily responsible for the con-
tinued upturn in the index. Higher quotations for cotton, grains and live-
stock raised the index of farm product prices to the highest point reached
since recovery began in 1933. Slight advances were also registered dur-
ing the week by the indexes representing the prices of textiles and metals.
A reversal of the downward trend in steel scrap prices was partially respons-
ible for the upturn in the metal price index. Foodstuff price trends were
mixed during the week; although the number of commodities included in
the group which advanced exceeded the number of declines, rather sharp

recessions in certain heavily weighted items resulted in the index remain-

ing unchanged for the week. Lower quotations for lumber and lime caused

a moderate drop in the building material index; this index has now lost

most of the rise which occurred from the first of the year through the early

part of May. ‘
Twenty-eight price series included in the index advanced during the week

and 18 declined; in the preceding week there were 37 advances and 18

gec{:nes; in the second preceding week there were 32 advances and 29

eclines.
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WEEKLY WHOLESALE COMMODITY PRICE INDEX

Compiled by The N Fertilizer A 1at] 1926-1928=100
Per Cent Latest | Preced’g| Month Year
Each Group Week Week Ago Ago
Bears to the Group July 10, | July 3, |June 12,| July 11,
Total Indez 1937 1937 1937 1936
25.3 83.8 80.5
79.3 74.5
91.7 95.0
23.0 85.0 75.4
69.1 73.4
104.9 85.8
82.4 72.3
17.3 85.3 79.5
10.8 87.7 77.1
8.2 78.8 70.0
7.1 105.1 84.1
6.1 90.6 82.7
1.3 93.7 94.4
3 r70.4 649
3 77.3 71.1
3 95.6 92.6
100.0 86.9 78.7
r Revised.

PESSEE ———

Retail Prices Increased 0.4 of 19, During June, Accord-
ing to Fairchild Publications Index—Twelfth Con-
secutive Monthly Rise

Retail prices have continued the uninterrupted advance
which began a year ago at this time, according to the Fair-

child Publications Retail Price Index. Quotations on July 1,

gained 0.4 of 19 as compared with June 1, reaching the

highest levels since March 1, 1931. Prices have gained 9.29,

above last year’s low, as well as 9.29%, above July 1 a year
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ago. There has also been an increase of 4.7% since the
beginning of the year. Quotations, however, still continue
about 189, below the 1929 level, and also 4%, below the
January, 1931, level. An annonucement issued July 13 by
Fairchild Publications, New York, also had the following
to say:

Every major classification continued to advance during the month,
with the greatest gain in women’s wear and home furnishings. As com-
pared with a year ago as well as with the 1936 low, home furnishings and
piece goods showed the greatest advances, These two items also showed
the greatest gains since the beginning of the year. As compared with the
May, 1933, low, the advances have been very marked.

A study of the individual commodities included in the Index shows that
with the exception of musical instruments, no one item recorded a decline
during the month. XEvery other item either showed a gain or remained
unchanged. Items showing the greatest increases during the month in-
cluded furs, blankets, floor coverings, men's clothing, men’s shoes and in-
fants’ shoes. As compared with the beginning of the year, the greatest
gains have been recorded for furs, blankets, floor coverings, men's cloth-
ing, china and glassware, as well as luggage.

With the recent halt in wholesale price advances, and with the retail
tendency towards avoiding marking up quotations at peak replacement
values, the outlook is for retail prices to show only nominal changes for the
next 60 days andno changes later in the year, according to A. W. Zelomek,
Economist, under whose supervision the Index is compiled, He points
out that the momentum of the rise has subsided, and unless a sustained
rise in wholesale prices occurs, retail prices will show only nominal changes
during the next six months.

THE FAIRCHILD PUBLICATIONS RETAIL PRICE INDEX
JANUARY, 1931=100

Volume 145
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poultry at Chicago, canned red salmon, lard, corn starch, raw sugar,
edible tallow, and cottonseed oil. Fruits and vegetables declined 5.6%
because of lower prices for fresh apples in the New York market, bananas,
lemons, oranges, canned string beans, canned tomatoes, dried beans,
onions, and sweet potatoes. Quotations on rye flour, hominy grits, white
cornmeal, Santos coffee, copra, jelly, peanut butter, salt, corn oil, and
peanut oil also were lower. This week’s food index—86.8—is 2.7%
higher than a month ago and 6.1% higher than a year ago. :

The farm products group rose 0.9% primarily due to advancing prices
for livestock and poultry. Higher prices for wheat caused the subgroup
of .grains to increase 0.3%. Quotations were higher on steers, hogs, live
poultry in the Chicago market, eggs, fresh milk, flaxseed and certain
fresh fruits and vegetables. Lower prices were reported for barley,
corn, oats, calves, live poultry at New York, cotton, citrus fruits, hops,
peanuts, onions, sweet potatoes, and wool. The current farm products
index—90.5—is 2.8% above a month ago and 9.7% above a year ago.

Advancing prices for print cloth, silk, and woolen and worsted goods
caused the index for the textile products group to rise 0.6%. Raw jute
prices were higher but burlap declined. Clothing and knit goods remained
steady.

The fuel and lighting materials group increased 0.3% because of
higher prices for anthracite. Prices of bituminous coal, coke, and petro-
leum products were firm.

A new high for the year was reached by the index for the house-
furnishing goods group—91.3%. Both furniture and furnishings shared
in the advance.

Higher prices for zinc sheets and pig tin caused the metals and metal
products group to advance 0.2%. Iron and steel declined fractionally.
Average prices for agricultural implements and plumbing and heating
fixtures remained unchanged.

Wholesale prices of cattle feed advanced 6.4% and crude rubber rose

Copyright 1937, Fairchild News Service 0.2%. Paper and pulp declined 1.1%. ‘
*  As a result of lower prices for skins and leather, the index for the
May 1, | July 1, | Apr. 1, | May 1, | June 1, | July 1, hides and leather products group fell 0.2%. The index is now. 106.4% of
1933 | 1936 | 1937 | 1937 | 1937 | 1937 the 1926 average. Prices of cow and steer hides averaged higher. No
Composite Index_ ... 69.4 R7.9 04.5 05.2 95.6 96.0 changes were reported in prices for shoes and  other leather products,
Plec? goods._ ... 65.1 84.9 88.2 88.6 88.9 89.2 such as gloves, harness, and luggage.
%g’;:’;’,gla":;ﬁ ;(l)g ggg ggg ggg 83; gg‘f Weakening prices for chemicals, principally fats and oils and fertilizer
Infants’ wear. ... 76.4 92 6 95.3 95.7 95.8 96.0 materials, caused the index for the chemicals and drugs group to de-
Home furnishings. . ccc.. .| 702 8902 94,7 95.3 96.3 96.8 crease 0.1%. Drugs and pharmaceuticals and mixed fertilizer prices
a1 574 | 642 | 649 | 65 85 BHE v e GERE
WOOLeDS . oo oo o 69.2 820 85.9 26:2 86% 26.8 The index for the building materials group remained at 96.9. Paint
Cotton wash goods 68.6 | 107.7 | 113.8 | 114.5 | 1150 | 115.5 materials and other building materials including gravel, lime, and sand
D%%msgcs: advanced fractionally. Average prices for brick and tile and lumber
Bl:t';ke_ﬁ-&_&ﬁﬁaﬁs'ﬁi& ggg gg‘; iggg }ggg 1(1)(8)?) }??g were slightly lower. Cement and structural steel remained steady.
Women's apparel: ’ > i i ) The index of the Bureau of Labor Statistics includes 784 price series
HOBIery.ueneeennmnnnn 59.2 74.5 76.6 76.7 76.7 76.7 weighted according to their relative importance in the country’s markets
ég:;,: fn g"gﬁ:ﬂgm“- Z;Zg lgfg lgg'é lggg 1%(1) lggg and is based on the average for the year 1926 as 100.
Furs 7| 6.8 | 1003 | 1130 | 1135 | 1141 | 1160 The following table shows index numbers for the main groups of com-
69.2 87.5 86.0 86.3 86.3 86.8 modities for the past five weeks and for July 11, 1936, July 13, 1935,
76.5 82.1 84.0 84.5 84.6 85.0 July 14, 1934, and July 15, 1933:
649 | 868 | 87.6 | 87.7 | 88.0 | 88.0 1926=100
derwens = ggg gég 92.9 93.2 93.2 93.2
and neckwear. .. ; « X : .
Hats and apS. .- oy | B8 | 8o | 848 | i3 | &1 July | July | June) June| June| July | July | July | July
Clothing, incl, overalls..| 70.1 87.6 92.0 92,9 93.5 94.4 Commodity Groups 10| 3 | 26 | 19 | 12 | 11 | 13 | 14-| 15
ey L ke 763 | o02 | ss1 | e50 | o3z | 945 1937 1937| 1937| 1937| 1937| 1936| 1935| 1934| 1933
SniAnLS WeaR =i 70 | o8 | 1007 | oo | 100 | 100.7 All commodities. .. - - ---- 87.7| 87.2| 86.7| 86.5| 86.7| 80.3| 79.2| 74.5| 68.9
Sieasryeat. 23 Bl LB L0 B0 | 80 il froditbe s aeiaes 90.5| 89.7| 88.4 87.4| 88.0( 82.5| 77.7| 64.5( 61.1
Furnsare. - 604 | 915 | 994 | 1002 | 10004 | 1004 000 - ot s s i 86.8 85.3| 84.4| 84.0| 84.5| 81.8| 82.0| 70.8( 65.9
Floor Soverngs. - ons 700 | 1020 | 1135 |i1a3 | 1154 | 1172 Hides and leather products__|106.4{106.6/106.8/107.2(107.6| 94.3 89.8| 87.6| 85.4
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Housefurnishing goods. 91.3| 91.0| 91.0| 91.0| 91.0| 82.4| 81.8( 83.1| 74.0
e 3 Miscellaneous. ..... 78.9| 78.8| 78.6| 79.2| 79.4| 70.7| 67.8| 69.9| 63.5
et R e
3 ] X Semi-manufactured articles. . .8| 86.5 . 1 3 3
Wholesale Commodity Prices Up 0.6% During Week ' mnished products...... ... 886 88.0| 87.5 87.5| 87.6| 81.4| * | * | =
Ended July 10, According to United States Depart- Al commodities other than| | | ot o) oo ol 798| 76.7] 708
arm productsS. .. ococoaa . o g B K B - . R
ment of Labor All commodities other than
Largely due to sharp advances in wholesale ‘prices of tarm products and foods..! 86.11 85.9' 85.9' 85.9! 86.0' 79.2! 78.0! 78.3' 72.2
farm products and foods. the index of wholesale commodity #Not computed.
——————

prices of the Bureau of Labor Statistics, United States
Department of Labor, advanced 0.6% during the week ended
July 10, according to an announcement made July 15 by
Commissioner ILubin. “The  advance,” Mr. Lubin said,
“brought the all-commodity index to 87.7% of the 1926
average or within 0.79% of the year’s high of April 3. It is
1.29 above the corresponding week of last month and 9.2%
above that of last year.” He added:

In addition to the farm products and foods groups, textile products,
fuel and lighting materials, metals and metal products, housefurnishing
goods, and miscellaneous commodities also were higher. Minor decreases
were recorded for the hides and leather products and chemicals and drugs
groups. - Building materials remained unchanged at last week’s level.

Market prices of raw materials rose 0.5% during the week and are
1.5% above a month ago and 8.2% above a vear ago. - Semi-manufactured
commodity prices advanced 0.8% to the level of a month ago. They
are 15.7% above a year ago. - Wholesale prices of finished products with
an increase of 0.7% rose to the highest point reached since May 1930.
The index for this group—88.6—is 1.1% and 8.8% above a month ago
and a year ago respectively. |

The index for the large group of ‘“all commodities other than farm
products’’—87.1—reflecting the movement in prices of non-agricultural
- commodities, reached a new high for the year. It is 0.8% above the cor-
responding week of last month and 9% above that of last year. Industrial
commodity prices, as measured by the index for ‘“‘all commodities other than
farm products and processed foods” advanced 0.2% during the week.
Notwithstanding the advance, industrial commodity prices are substan-
tially below the high of April 17. They are 0.1% above the mid-June level
and 8.7% above the level for the week ended July 11, 1936.

Commissioner Lubin’s announcement also contained the
following comment: '

Due to increases of 5.5% in market prices of dairy products, 3.5% in
meats, and 1.8% in cereal products, the wholesale foods group advanced
1.8%. Higher prices were reported for butter, cheese in the Chicago
market, fresh milk at New York, oatmeal, wheat flour, canned apricots,
white potatoes, fresh beef at New York, cured and fresh pork, dressed
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Electric Output for Week Ended July 10 Totals
2,096,266,000 Kwh. )

The Edison Eleectrie Institute, in its weekly statement,
disclosed that the production of electricity by the electrie
light and power industty of the United States for the week
ended July 10, 1937, totaled 2,096,266,000 kwh., or 7.29%
above the 1,956,230,000 kwh. produced in the corresponding
week of 1936. The Institute’s statement follows:

PERCENTAGE INCREASE OVER PREVIOUS YEAR

Major Geographic Week Ended | Week Ended | Week Ended | Week Ended

Regions July 10, 1937 | July 3, 1937 | June 26, 1937 | June 19, 1937
New England..---. 1.5 13.1 10.4 10.3
Middle Atlantlc. . 5.8 12.0 11.3 11.5
Central Industrial- - .- 8.3 11.8 12.7 12.2
West Central..-.---- 0.7 3.5 7.1 3.1
Southern States. - ... 10.0 12,6 13.1 13.1
Rocky Mountajn. .... 22.2 - 14.9 10.0 13.4
Pacitic Coastwvevunue 7R 9.2 5.9 6.8
Total United States. 7.2 10.3 11.6 11.3

DATA FOR RECENT WEEKS (THOUSANDS OF KILOWATT-HOURS)

' |Per Cent
Change
Week Ended 1937 1936 1937 1935 1932 1929
Jrom
1936
2,193,779| 1,932,797| +13.5 | 1,673,295| 1,454,505 1,699,822
2,176,383| 1,928,803 12.8 | 1,698,178| 1,429,032| 1,688,434
2,104,620| 1,947,771 +12.7 | 1,701,702| 1,436,928/ 1,698,492
2,198,646| 1,961,694 +12.1 | 1,700,022| 1,435,731| 1,704,426
2,208, 1,954,830 +12.9 | 1,696,051| 1,425,151 1,705,460
2,131,092| 1,922,108 410.9 | 1,628,520| 1,381,452| 1,615,085
2,214,166| 1,945,018| 4-13.8 | 1,724,491| 1,435,471 1,689,925
2,213,783| 1,989,798| 411.3 | 1,742,508| 1,441,532 1,699,227
2,238,332 2,005,243| +11.6 | 1,774,654| 1,440,641| 1,702,501
July 2,238,268 2,029,639| +10.3 | 1,772,138| 1,456,961| 1,723,428
July 10- 2,096,266! 1,956,230! +72 ! 1,655,420! 1,341,730{ 1,592,075
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June Chain Store Gains Smaller

Some abatement in the rate of increase of chain store
sales was noted in June, according to “Chain Store Age.”
Although volume continued at the year's high for many
concerns, gains as compared with June of last year were
greatly reduced. f

The composite index computed by “Chain Store Age”
advanced in June to a preliminary level of 114.0 as com-
pared with 112.0 in May. A year ago the index advanced
during the same months from 103.0 to 108.0.

The indicated percentage increase in total sales in June

this year over last was about 5.5% as compared with a 9%
gain in May.
. The index figure in June for the grocery group was
approximately 105 against 104 in May; for the variety-
department group the figure was 120 against 117 in May
and 116.7 in June, 1936. ]

Sales of the drug group dropped to an index level in
June of 129 from 133 in May, while the index for the
apparel group dropped to 117 from 124 the previous month.
Preliminary figures for the shoe group indicate the index
unchanged at the 140 level in May.

————peeee

Index of Department Store Sales of Board of Governors
of Federal Reserve System Unchanged from May
to June

The report issued on July 9 by the Board of Governors
of the Federal Reserve System indicates that ‘‘departmert
store sales continued in June at approximately the same
level as in earlier months, when allowance is made for
seasonal influence.” 'The Board’s index for the last three
months and for June, 1936, is shown below.
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June, May,
1937 1937

April,
1937

June,
1936

Index of department stores sales, 1923-25
average==100:
Adjusted for seasonal variation . .......
‘Without seasonal ad. t
Total sales in June were 79, larger than in June, 1936,
and in the first half of this year sales were 11% larger than
in the corresponding period of last year. The largest
increases, both for June and for the year to date, were_in
the midwestern industrial districts, satd the Board, presenting
 the following eompilation:

REPORT BY FEDERAL RESERVE DISTRICTS

93 93 93 87
89 95 89 84

Number
of
Citles
Included

P. C. Change from Year Ago

Jan. 1 to
June 30

Number
0,

i4
Stores
Reporting

Federal Reserve districts:
to!

Philadelphia._ ..
Cleveland

* June figures preliminary; in most cities the month had the same number of
business days this year and last year.
e e i

Semi-Annual Survey of Real Estate Market by National
Association of Real Estate Boards—Finds Prices
Advanced at Least 109, Over Last Year in Majority

-of Cities

Real estate prices are higher than they were a year ago in
849, of the cifies of the country, said the National Associa-~
tion of Real Estate Boards, of Chicago, in making available
on July 3 the 29th semi-annual survey of the real estate mar-
ket, covering 256 cities. A 10% advance has been experi-
enced in 639, of the cities, the Association pointed out, and
increases of 15% and 209, are not infrequent. The Asso-
ciation also noted that the market for real estate is more
active than last year in 919, of the cities.

The announcement issued by the Association said that the
survey, compiled from confidential reports by the Associa-
tion’s local member real estate boards, also found the follow-
ing changes: i

1. Practically no remaining over-supply of single family dwellings.
Under-supply of such dwellings in 73% of the cities, and a prospective
shortage reported in an additional 19% of the cities. Shortage of apart-
ment space in 58% of the cities and a prospective shortage indicated by an
additional 16%.

2. New home construction bringing definite acceleration in the sale of
homesites. But comment from city after city that recent rise in building
costs, including materials and labor, is so great as to discourage new building.

3. Rents for business space in central districts at a ihgher level than a
year ago in 78% of the cities reporting, and not s single city reporting lower
rates. Space in outlying business districts renting at a level higher than a
year ago in 56% of the cities.

4. Office space, which has been slower to recover, now beginning to ad-
vance. Downtown office space rates are advancing in 43% of the cities,
with only one city showing rates going down. A year ago only 28% showed
an up trend. .

5. Apartment rents higher than a year ago in 87% of cities reporting,
and rents for single family dwellings higher in 90% of the cities.

6. Money seeking mortgage loans in 73% of the cities, reporting while
loans are seeking capital in only 11% of the cities. But—
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7. A 6% interest rate still decidedly the most common rate for first
mortgages on new single-family dwellings. It'is checked as the most com-~
mon rate for this type of loan by 59% of the cities replying. A 7% rate or
higher is cited as the commonest rate in 10%, of the cities. Only 2% of the
cities check a 4 4 % rate as common, and none any lower rate.

Further details of the survey’s findings were announced
as follows:

‘While 212 cities out of the 256 showed advancing prices, only 189 at®
tempted to measure the degree of the up turn. A 5% increase is reported. by
15% of these 189 cities, a 10% increase or more by 85% of the cities, making
63% of all cities surveyed, a price rise of at least 15% in 30% of the cities, a
rise of 25% or over in 5% of the cities. Only one city reporting indicated &
down turn.

Business and Office Space

Shortage of business space is reported by 18% of cities, and an additional
7% show prospective shortage. But 14% still report over-supply. Whatis
more significant, 82% of all cities of over 500,000 population report an over-
supply and none report an under-supply. No city of over 200,000 popula~-
tion reports any prospective shortage in business buildings.

On the other hand the larger cities are the group showing most uniformly
an up movement in use of office space., Cities of over 500,000 population
show central district office rents up in 50% of the cases; 57% of the cities
of 200,000—500,000 population report an advance.

Residential Rents

Only one city shows any down movement in residential rents, no city any
down movement for single-family dwellings. Cities of over 500,000 popu~
lation in 1009% of cases report residential rents higher than last year in every
type of accommodation surveyed. In both the Great Lakes and North
Central regions, every city reporting showed the trend as up. In the North-
west and Southeast, about one-fourth of the cities still report rents stationary
both for apartments and for single-family dwellings.

Growing scarcity of detached houses for rent is acting to advance the
buying of used homes and the building of new homes, the reports point out.

——s

Construction Contracts Awarded in June

Construction recovery reached a new high point in June,
topping the previous recovery peak reported in July, 1936
by 89%. According to figures of F. W. Dodge Corp., the
June construction total covering all classes of work amounted
t0 $318,137,100 in the 37 states east of the Rocky Mountains.
This was an increase of 309, over the figure of $244,112,800
for May of this year and represented a gain of about 37%,
over the June, 1936 total of $232,664,700.

Of the June, 1937 total, residential building accounted for $93,123,100;
non-residential building took $125,087,000; while the remaining $99,927,000
went into civil engineering projects, i.e., public works and utilities.

The June residential figure compares with $83,937,000 for May and
with $73,604,600 for June, 1936. Increases in residential building as con-
trasted with totals for a year earlier were well distributed geographically
with every important major area sharing in the advance except metropolitan
New York and the St. Louis territory (Eastern Missouri, Arkansas, Southern
Illinois and Western Tennessee).

Increases in June over a year ago in non-residential building operations
occurred in every major geographic district, excepting only the Southern
peninsula of Michigan, the New Orleans territory (Louisiana and Miss-
issippi) and Texas.

Civil engineering projects showed increases over June, 1936 figures in
every district except upstate New York, the Southeast (The Carolinas,
Georgia, Florida, Alabama and Eastern Tennessee) and the St. Louis ter-
ritory. :

~ CONSTRUCTION CONTRIA‘.CTS AWARDED—37 STATES EAST OF THE

OCKY MOUNTAINS

New Floor

No. of
Space (Sq. Ft.)

Projects Valuation

Month of June—
1937—Residential bullding..
Non-residential buildin
Public works and utilities.

8,826
3,566
1,492

13,884

23,845,200
21,793,700
754,200

46,393,100

$93,123,100
125,087,000
99,927,000

$318,137,100
$73,604,000
79,078,900
79,981,000

$232,664,700

Total construction
1936—Resldential bullding 20,624,200
Non-residential building. ... 15,915,700
Public works and utilities. 341,500

13,351 36,881,400

Total construction

First Stz Months—
1937—Residential building.
Non-residential bullding....
Public works and utilities

50,008
19,443
6,184

Total construction 75,633
1936—Resldential building.... 38,228
Non-residential building 18,859
Public works and utilities. 7,622 2,603,700 412,762,900

‘Total construction 64,609 189,879,900 !$1,237,304,800

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

136,735,000
98,871,200
3,345,700

238,951,900

95,932,600
91,343,600

$516,651,500
564,513,200
412,967,600

$1,494,132,300

$334,844,600
489,733,300

1937 1936

No. of

Valuation - | Projects Valuation

Month of June
Residential bullding. .......-
Non-residential building
Public works and utilities....

$140,501,800
129,380,000
97,797,000

$367,678,800

9,747
3,037
1,326

14,110

$114,222,500
104,041,300
100,852,500

$319,116,300

Total construction '15,274

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

62,966
23,611

$841,611,000
871,183,800
7,822 722,546,300
94,299 1$2,435,341,600
O,

Crop Report of Bank of Montreal—Severe Drought

Continues in Prairie Provinces of Canada

. The Bank of Montreal in its report on the Canadian crops,
issued July 15, states that “severe and prolonged drought
has continued in most areas of the Prairie Provineces and

48,300
21,442
8,911

78,653

$562,705,000
607,367,300
592,976,500

$1,763,048,800

Total construction
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‘Financial
estimates indicate that the yield of the principal crops this

year will be lower than for a number of years.” The bank
further said:

In northeastern Saskatchewan and southwestern Alberta, however,
crops have benefited from recent rains and in Manitoba crop prospects
generally remain satisfactory, although rust is threatening. Rain which fall
over many districts in Alberta on Tuesday and Wednesday will improve
conditions in some areas. Rain has also fallen in parts of southern and west
central Saskatchewan. In Quebec Province, where there has been a con-
tinuance of highly satisfactory growing weather, all crops are progressing
favorably and pastures are in good condition. Some districts are in need of
rain but generally moisture conditions are favorable. Ideal growing con-
ditions prevail for the most part in Ontario, where crops generally are very
satisfactory except in northern sections where the weather continues dry
and hot and in southwestern counties where rainfall has been excessive.
In the Maritime Provinces much-needed warm and dry weather has pre-
vailed in most sections during the past week, and all crops have greatly
benefited. At a few points, however, wet conditions have continued.
in British Columbia, where the weither continues warm and dry, with
moisture conditions satisfactory, there is a heavy crop of hay and indica~
tions point to good average crops of grain and roots, with a favorable out~
look for most fruits.
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General Business in Canada During.First Half of 1937
at Highest Level Since 1929, According to Dominion
Securities Corporation

General business in Canada during the first six months of
this year was at the highest level since 1929 and well above
the 1926 normal, according to the first issue of the “Cana-
dian Monthly Review,” published by the Dominion Securi-
ties Corp., New York. The publication states:

The upward trend of recovery has steadily gained momentum since the
Spring of 1933 although somewhat tempered from time to time by certain
circumstances of a temporary nature. At the present time domestic con-
ditions in the Dominion, on the whole, are healthy and should continue to
improve during the balance of the year. The sentiment of inactivity and
caution which has characterized security markets during the past two months
. at last appears to be receding. Labor conditions both in Canada and the
United States show signs of an ultimate settlement; the gold question is no
longer immediately alarming and European affairs appear to have taken a
better turn.

The publication contains current statistics of business,
trade and finance, reviews the Canadian security markets,
discusses the wheat situation and analyzes the financial
report of the Province of Ontario.

—_——

Industrial Activity in Canada During June Practically
at High Level Recorded in May, According to A. E.
Arscott, General Manager of Canadian Bank of
Commerce

“While no further industrial progress can be reported for
June, in contrast with the records of preceding months,
there was no downturn of seasonal proportions, nor is any
marked slackening in view,” said A. E. Arscott, General
Manager of the Canadian Bank of Commerce, Toronto, in
his monthly report on business conditions in Canada.

“The summer period will of course be one of smaller pro-

duction for several industries than the past season, but, as
will be seen from the following analysis, there are constructive
elements which should maintain general business activity at
a high level until new stimulating influences become effective
next autumn,” according’' to Mr. Arscott’s report, issued
July 10, which also had the following to say:
Business activity as a whole rose to a new recovery peak between January
and June—about 15% above that of the corresponding period of last year,
with such exceptional progress during May in the forestry, capital goods
(mainly industrial equipment) automobile and construction industries as to
offset some irregularity in earlier months. Thus, not only was newsprint
production in May of record volume, but the cumulative output for the
first five months of 1937 was 20% over that of the like period of 1936.
The lumber cut in British Columbia was the largest since October, 1929,
and increases so greatly as practically to offset the decline which occurred
du(ing the winter, when numerous mills were closed because of unusually
severe weather. It is of interest, however, to note that overseas trade in
lumber during the winter season was well maintained, with British imports
of Canadian lumber accounting for about one-third of all takings in that
important market; recently, new export business has been difficult to effect
because of more competitive prices and less convenient ocean shipping
arrangements, It should also be observed that while an increased output
of newsprint was necessary to meet an overseas demand about 20% above
that of a year ago, the larger requirements of the most important market,
the United States, were partly for the purpose of making additions to pub-
lishers' stocks,

Steel production rose by about 15% over the first half of 1936 to a point
close to practical limits, and as yet there are no signs of any marked decline.
Activity in the automotive industries increased by about 17% above that
recorded in the January-May period of 1936 and declined but little in the
late spring from the seasonal peak; a higher than seasonal production sched-
ule has also been planned for July. In other heavy industries there were
noteworthy gains except in the production of farm implements, although
activity in this branch was considerably greater than during the depression
period it suffered after the crop damage of 1936. Taking all heavy indus-
tries into account, we estimate that by June their output had risen by
about 20% above that of the like month of 1936, while a large volume of
anticipated work is on hand. Secondary industries, mainly the textile and
leather footwear trades, made fair progress from the near-capacity opera-
tions of the first half of 1936, and there is less irregularity in these sections
than a year previous,

—p

Country’s Foreign Trade in May—Imports and Exports
} The Bureau of Statisties of the Department of Commerce
at Washington on July 3 issued 1ts statement on the foreign
trade of the United States for May and the 11 months ended
with May, with comparisons by months back to 1932, The
report is as follows: ’

A contraseasonal gain brought the value of our export trade in May above
the preceding months of this year, while a further slight decrease reduced
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the import value to the lowest level since February. Compared with April
of this year, exports, including reexports, were 7% larger in value, whereas
general imports were 1% smaller in value. Compared with May of last
year, exports were 44% and imports 49% larger in value.

Exports, including reexports, amounted to $288,924,000 compared with
$269,170,000 in April, 1937 and $200,772,000 in May, 1936.

General imports (goods entered for storage in bonded warehouses, plus
goods which entered merchandising channels immediately upon arrival in
the country) amounted to $285,038,000 compared with $287,207,000 in
April, 1937 and $191,697,000 in May, 1936.

Imports for consumption (goods which entered merchandising or con-
sumption channels immediately upon arrival in the country, plus with~
drawals from warehouse for consumption) amounted to $278,777,000 com-
pared with $281,666,000 in April, 1937 and $189,008,000 in May, 1936.

There was a net balance of merchandise exports of $3,886,000 in May.
In April, 1937 there was a net balance of merchandise imports amounting
to $18,037,000 and in May, 1936 a net export balance of $9,075,000. This
excess of exports in May reduced slightly the import balance for the year
to date to a total of $127,614,000. ;i

Export trade has increased substantially in each month of this year,
while import trade has declined after reaching a maximum value in March,
The value of exports was 30% higher in May than in January, and if
allowance is made for the usual seasonal changes, the gain was even more
substantial. The value of general imports was 19% higher in May than in
January but 7% lower than in March. Allowing for seasonal variations,
the export value stood at 819% of the 1923-25 average in May as compared
with 579% in January, and that of imports at 86% compared with 74%.

In May, exports of non-metallic minerals, metals and manufactures,
automobiles, unmanufactured tobacco, naval stores, lumber, wood pulp,
and lard reached much higher values than in the preceding month, and
exports of grains, including preparations, increased moderately. The
machinery exports, textile manufactures, and rubber manufactures were
about the same in value as in the preceding month, while exports of radio
apparatus, raw cotton and of fruits dropped off considerably.

The decline in the May import value from that of April was effected by
smaller importations of a long list of commodities which included feeds,
cocoa, coffee, sugar, textile manufactures, unmanufactured wool, raw silk,
diamonds, iron and steel products, copper and fertilizers. Imports of some
commodities increased substantially in May; the values of corn, crude
rubber, oilseeds, vegetable oils, wood pulp, tin and works of art were much
higher than in April.

Compared with May of last year, metals and manufactures, machinery,
automobiles, and mineral oils were the principal exports to show substantial
expansion. Exports of iron and steel scrap increased from 213,366 tons,
valued at $2,501,000 in May, 1936, to 630,671 tons, valued at $13,307,000,
in May, 1937, other iron and steel-mill products from $7,540,000 to $19,~
401,000; industrial machinery from $12,291,000 to $20,550,000; auto~
mobiles, including parts and accessories, from $22,534,000 to $33,169,000;
and petroleum and products from $24.383,000 to $34,030,000. These
items, comprising slightly over two fifths of the trade, accounted for
approximately three-fifths of the $87,000,000 increase in total United
States exports. While many other export commodities rose in value over
May, 1936, the actual increases, and generally the relative increases for
these, were much less marked than for the above-mentioned items. Exports
of a foew commodities were smaller in value in May, 1937 than in May, 1936;
these included mainly meat products, undressed fur skins and fruits.

Imports for consumption of practically all leading commodities reached
much higher levels in May, 1937 than in May, 1936. However, more than
half of the gain of $90,000,000 in the total trade was accounted for by the
expansion in imports of vegetable food products and inedible vegetable
products, the latter consisting largely of crude rubber, oil seeds, and oils.
Partly as a result of marked increases in commodity prices, the value of
these two groups of imports increased 52% and 87%, respectively. The
percentage increases in the other nine commodity groups of imports ranged
from 26% for wood and paper products to 49% for textile fibers and manu-
factures, and 52% for the relatively small group of machinery and vehicle
imports.

Imports of gold amounted to $155,366,000 compared with $215,825,000
in April, 1937 and $169,957,000 in May, 1936. Imports of silver amounted
to $3,165,000 compared with $2,821,000 in April and $4,989,000 in May,
1936. Exports of both gold and silver continued relatively small.

MERCHANDISE TRADE BY MONTHS
Exports, Including Re-exports, General Imports, and Balance of Trade

May 5 Months Ending May

1936 1937

1,000 1,000
Dollars
1,270,283
1,397,897

Increase(-t)
Decrease(—)

Ezports and Imports
1936

1,000

200,772
191,697

1937

1,000
Dollars
288,924
285,038

1,000
Dollars
301,015

EXpOrts..ceaceccacaa- +424,465

ImportSace maan &

Excess of exnorts....
Excess of imports....

+123,450‘.

127,614

Monih or Period 1936

1,000
Dollars

1937

1,000
Dellars
222,483
233,098
256,607
269,170
288,924

Ezports, Including
Reezporis—

138,834
131,614| 192,638| 170,654
5 mos ended Mﬁy__' 725,864 549,539 | 865,534| 853,867| 969,268/1,270,283
11 mos. ended May_.|1,834,187|1,320,543|1,871,198|1,950,615/2,228,030(2,571,300
12 mos. ended Dec.-.|1,611,016|1,674,994|2,132,800(2,282,874|2,455,978

General Imports—
y

November. .. .. -
December.aacecanca-

January..cecceeamens 135,520
130,999
131,189

126,522

135,706
132,753
158,105
146,523

166,832 187,482| 240,447
277,709
307,495
287,207

285,038

150,919
97,087 132,258 244,723

5 mos. ended May..| 636,506 469,895| 727,734 837,712| 973,432 1,397,897
11 mos, ended May__|1,619,990|1,045,883|1,585,201|1,628,924/2,217,552 2,655,542
12 mos. ended Dec.._11,322,77411,449,559(1,655,05512,047,48512,422,154

- 196,400
December--.cuuaax we
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Exports of United States Merchandise and Imports for Consumption

May b5 Months Ending May |Increase(-+)

Decrease(—)
1936 | 1937

1,000 1,000
Dollars Doulars
954,069 | 1,249,946
959,047 | 1,345,346

Ezports and Imports

1936

1,000
Dollars
197,020
189,008

1937
1,000

284,084
278,777

1,000
Dollars
+295,877

Exports (U. 8, mdse.).. 1

Imports for consumption

Month or Pertod

Ezports—U. 8.
Merchandise—

1932 1933 1934

1,000 1,000

Doliars
169,577
159,617
187,418
176,490|
157,161
167,902
159,128
169,851
188,860
203,536
192,156

1935

1,000
Dollars

173,560
160,312
181,667
160,511
159,791
167,278
167,865
169,683|

218,184
267,258
168,442 220,931| 226,666

5 mos. ended May..| 710,178( 539,385| 850,262| 835,841| 954,069|1,249,946
11 mos. ended May..|1,798,609(1,295,880(1,840,582(1,017,813/2,194,029(2,533,460
12 mos. ended Dec...|1,576,151(1,647,220(2,100,135(2,243,081 (2,418,969

1936 1937

1,000 1,000
Dollars | Dollars

November .
December...... enmde

Imports for
Consumption—
134,311 168,482
152,246
175,485
166,070
166,756

228,729
260,224
295,950
281,666
278,777

128,976 186,377
25,047 189,590

194,296

199,776
189,008

126,193 240,230

5 mos, ended May..| 630,486| 466,023| 696,133| 829,039| 959,047|1,345,346
11 mos, ended May..|1,622,427|1,048,121|1,539,192|1,633,842(2,013,601(2,615,964
12 mos. ended Dec. -.|1,325,09311,433,01311,636,00312,038,90512,423,977

GOLD AND SILVER BY MONTHS
Exports, Imports and Net Balance

5 Months Ending May |Increase(+)
Decrease(—)
1936 1937

1,000 1,000
Dollars Dollars

26,346
258,841

May
Ezports and Imports )

1936

1,000
Dollars

1937

1,000
Dollars

1,000
Dollars

—26,279
+508,383

Gold—

4 67
155,366 767,224

Excess of exports
Excess of imports

Stiver—

169,952 | 155,362 232,495 767,157

203 341 1,368

93,613

2,378
28,500

Excess of exports... ...
Excess of imports

Month er Period

1,000 1,000 | 1,000
| Dollars Dollars| Dollars
363 338 11

46 S
540 39

62 5 13
4

1,000
Dollars,
3

140

5mos.end. May| 6,626 67
11 mos. end. May|279,575 1,178
12 mos. end. Deec.| 52,759 1,960| 27,5634

5,321
21,562
16,551

10,515
19,342
18,801

1,947|149,755) 121,336
452,622(122,817( 120,326
13,543 154,371
148,670 215,825
140,065 155,366
230,538 1] .
16,287
46,085
156,805
315,424
210,810
92,249(190,180

19,085
16,351
20,842

58,483
17,536
8,115
4,490
4,989
23,981
6,674

8,711 47,603
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beginning ‘of 1984, their low point, and only 5.9% lower than in
June, 1929.

Clothing prices in June, 1937, were 0.89% higher than in May, 4.9%
higher than in June, 1936, and 26.7% higher than at the low of 1933,
although still 21.6% below the level of June, 1929,

Coal prices averaged the same in June as in May, but were 0.7%
lower than a year ago and 7.9% lower than in June, 1929,

The cost of sundries as a whole remained the same in June as in May.
A decline in carfare rates was offset: by increases in the prices of drugs
and toilet articles, housefurnishings, and candy. The cost of sundries
in June of this year was 2.7% higher than a year ago, 7.3% higher than
in the spring of 1933, and only 2.29% lower than in June, 1929.

The purchasing value of the dollar was 112.5¢. in June as compared
with 112.6c. in May, 117.6c. in June, 1936, and 100c. in 1923.

Indezes of the
Cost of Living
1923=100 a

May,

Per Cent of
Increase(+)or
Decrease (—)
Jrom
May, 1937,
to June, 1937

Relative
Importance
in Family

Budget

-

| ooookpwat

+4+++

S| 00000500

+

Welghted average of all items_| 100

Purchasing value of dollar, —0.1

* Based on food price indexes of the United States Bureau of Labor Statistics
for June 15, 1937, and May 18, 1937, a Revised serfes. Figures on revised basis
for dates prior to July, 1936, may be found in ‘“The Cost of Living in the United
States, 1914-1936," price $2.50.

———

National Industrial Conference Board Reports Decrease
in Number of Unemployed Workers in May as
Compared with April

Unemployment in the United States declined between
April and May by more than 600,000 persons to a total in
the latter month of 6,246,000, according to the latest report
of the National Industrial Conference Board, issued July 10.
This number, constituting the lowest total for any month
since the winter of 1930, marks a decrease since January
of this year of more than 2,000,000 persons. The May un-
employment total compares with 6,876,000 in April and
7,415,000 in March of this year, and with 8,675,000 in May,
1936, according to the Conference Board. The Board’s an-
nouncement of July 10 continued:

The decline in unemployment between April and May was due largely
to the increase in employment of 421,000 workers in agriculture, 75,000
workers in  construction, 32,000 workers in manufacturing, and lesser
amounts in individual fields of enterprise.

Total employment in May aggregated 46,697,000 workers, of whom
35,240,000 were engaged in non-agricultural and 11,457,000 in agricultural
pursuits, - The May total of 11,824,000 workers employed in manufactur-
ing reflected a gain of nearly 5,000,000 persons compared with July,
1932, the low point for this field of enterprise. The May total, according
to the Conference Board, was almost a half a million greater than during
September, 1929, the highest month of employment in that year, when
11,371,000 workers were engaged in manufacturing activities of all kinds.

Between March, 1933, the month of low ebb of employment in all fields
of activity, and May of this year, there has been an increase in employ-
ment of 11,111,000 workers.

The following table, prepared by the Conference Board,
shows the number of employed workers in the various in-
dustrial groups in 1929; May, 1936; April, 1937, and
May, 1937:.

NUMBER OF EMPLOYED WORKERS

1929 May, April,* May,*
Average 1936 1937 1937

10,650,000(11,192,000{11,036,000(11,457,000
268,000( 191,000 193,00 00
18,582,000{15,136,000
1,087,000| 723,000 740,000
11,071,000{10,392,000/11,792,000
1,312,000
1,936,000
54,000
7,453,000
-| 9,160,000 9,198,000
1,383,000 1,327,000( 1,402,000

47,368,000!43,676,000'46,018,000'46,697,000

Group Diviston

Agriculture
Forestry and fishing_
Total industry
Extraction of mineral
Manufacturing
Construction
Transportation. . .
Public utilities
Trade, distribution and finance
Service industries
Miscellaneous industries and se

Total employed

5mos. end. May|782,097|574,851|258,841|767,224
11 mos. end. May|791,780|909,134|11944311374649
12 mos. end. Dec.'118667111740979/1144117

—_———————

13,933( 80,782| 93,613
47,580/164,143]356,918
102,7251354,531'182,816

Cost of Living of Wage Earners in United States
Increased Slightly During June, According to
National Industrial Conference Board )

The cost of living of wage earners in the United States
in June, 1937, was slightly, 0.19%, higher than in May,
according to the monthly survey of the National Industrial
Conference Board. A decline in food prices was offset by
increases in rents and clothing prices. Living costs in June
of this year, however, were 4.5% higher than a year ago
and 24.0% higher than at the low point of 1933, although
still 10.6% below the level of June, 1929 TUnder date of
July 12, the Conference Board also stated:

Food prices declined 0.2% from May to June, but they were 3.09%
higher than in June, 1936, and 44.4% higher than in the spring of 1933.
Food prices in June of this year were still 16.7% below the June, 1929,
level. :

Rents continued on their upward trend, rising 0.6% from May to June.
Rents are now 11.6% higher than a year ago, 38.1% higher than the

* Preliminary.
——————

National Industrial Conference Board Reports Further
Advancement in Employment and Payrolls in
Manufacturing Industries During May

An increase in hourly and weekly earnings, together with
an increase in the number of workers employed, resulted
in a 2.6% increase in payroll disbursements from April to
May in the manufacturing industries covered by the regu-
lar monthly survey of the National Industrial Conference
Board. Since May, 1936, payrolls have risen 37.9% and are
now 2.49, above the average level in 1929, The Board’s
announcement continued :

Average hourly earnings in May of this year showed an increase of 1.9%
over the previous month, and an increase of 13.3% over May, 1936. They
are fiow 18.3% above the 1929 Ilevel. :

Average weekly earnings rose 1.39% from April to May, and 16.3%
since May of last year. They are now only 0.5% below the 1929 aver-
age, although the length of the average work week has declined 15.9%.

Real weekly earnings, representing actual earnings adjusted in accord-
ance with changes in the cost of living, were 12.19% higher in May of
this year than in 1929, and 9.9% higher than last year.
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The number of workers employed in the manufacturing industries cov-
ered by the Conference Board’s investigation increased 1.2% in May com-
pared with the previous month, and reached a level 18.56% higher than a
year ago and 8.0% above the average in 1929.

A E—

Weekly Report of Lumber Movement, Week Ended
July 3, 1937

The lumber industry during the week ended July 3, 1937,
stood at 70% of the 1929 weekly average of production
and T4% of 1929 shipments, according to the National Lum-
ber Manufacturers Association. The week’s reported pro-
duction was 129 greater than new business booked and 4%
less than reported shipments. During the first half of 1937
reported shipments totaled 6% above production; cumu-
lative new business was 1.4% below production. Reported
production in this period was 8% above that of the first
half of 1936; shipments were 11% above shipments of the
first half of 1936, and new business was 6% above that
booked in the 1936 period. The Association further
reported :

National production reported for the week ended July 38, 1937, by 13%
fewer mills was 19% below the output (revised figure) of the preceding
week; shipments were 5% below shipments of that week; new orders
were 49 below that week’s orders. Production in the week ended July 3,
1937, was shown by mills reporting for both 1937 and 1936 as 29% above
output in the corresponding week of 1936, which, however, included the
Fourth of July holiday; shipments were 23% above last year’s shipments
of the same week; new orders were 23% above orders of the 1936 week.

During the week ended July 8, 1937, 498 mills produced 242,915,000
feet of hardwoods and softwoods combined; shipped 252,082,000 feet;
booked orders of 216,834,000 feet. Revised figures for the preceding
week were: Mills, 572; production, 299,310,000 feet; shipments, 265,-
024,000 feet; orders, 225,492,000 feet. ]

All regions reported orders below production in the week ended July 3,
1987. All but West Coast, California redwood and Northern hardwoods
reported shipments below production,
those of corresponding week of 1936 except Northern pine, Southern pine
and Southern hardwoods. All regions but Southern pine, Southern cyprss
and Southern hardwoods reported shipments above those of similar week
of 1936, and all reported production above the 1936 week.

Lumber orders reported for the week ended July 3, 1937, by 417 soft-
wood mills totaled 206,850,000 feet, or 11% below the production of the
same mills. Shipments as reported for the same week were 242,810,000
feet, or 5% above production. Production was 231,226,000 feet.

Reports from 102 hardwood mills give new business as 9,984,000 feet,
or 15% below production. Shipments as reported for the same week were
9,272,000 feet,” or 21% below production. Production. was 11,689,000
feet.

Identical Mill Reports

Last week’s production of 406 identical softwood mills was 230,111,000
feet, and a year ago it was 177,019,000 feet; shipments were, respectively,
241,754,000 feet and 198,677,000 feet, and orders received, 206,050,000
‘feet and 165,223,000 feet.  In the case of hardwoods, 85 idenical mills
reported production last week and a year ago 9,940,000 feet and 9,145,000
feet; shipments, 7,667,000 feet and 9,180,000 feet, and orders, 8,197,000
feet and 8,437,000 feet.

——

Lumber Manufacturing During Five Weeks Ended
July 3, 1937
We give herewith data on indentical mills for five weeks
ended July 3, 1937 as reported by the National Lumber
Manufacturers Association on July 14:

An average of 530 mills reported as follows to the National Lu.niber
Trade Barometer for the five weeks ended July 3, 1937:

Orders Recetved
1937 1936 1937 1936
1,234,045 l.lii.gm 1,030,319/1,060,226

Production
1937 1936

Softwoods 1,334,312/1,161,195
Hardwoods. 48,045| 46,422 38,253 66| 86,658 41,306

Shipments
(In 1,000 Feet)

All regions reported orders above
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AUTOMOBILE FINANCING

Retail Financing
Wholesal
Financ-
ing
Volume
in
Thousand
Dollars

Used and
Unclassified Cars

New Cars

Volume,
in
Thou~

sand
Dollars

Number

Number
0] of
Cars

of
Cars Cars

456 Ident

182,102
193,527

ical Orga

449,094
b464,199

Summary for
1937—

108,927
117,632

187,759
201,170

261,335

190,655 263,029| 73,122

Total 5 mos.
ended May

1936—

860,976(1,866,851| 756,010{ 781,090(453,912|1,085,761/|302,098

119,894
120,193

237,649
253,301

61,032

194,323
64,380

185,123

446,956
460,876

180,926
184,574

209,307
207,575

Total 5 mos.
ended May

1935—

778,331(1,760,612| 701,309| 791,393|453,103| 969,219|248,204

180,377
184,985

43,040

163,235
43,424

135,610

320,855
312,186

118,663
113,601

140,478
127,201

75,622
70,175

Total 5 mos.

ended May| 652,619 710,984(169,962

282 1

176,572
188,370

1,249,800
al Orga

421,098
d437,185

461,320
nizations

171,841
181,021

538,816
c—

180,764
193,485

291,357

y for

66,302
67,835

240,334
243,700

105,038
113,185

‘Total 5 mos.

ended May| 836,041]1,754,927| 717,211| 752,202(437,680(1,002,725/279,631

220,225
235,236

56,685

189,480
59.746

180,665

423,220
436,543

172,981
176,315

202,995
201,307

116,296
116,569

Total 5 mos.
ended May

1935—

756,996(1,662,809| 668,630| 767,054|439.045| 895,755/229,68%

73,058
67,630

167,049

159,930
171,030

132,074

302,360
293,693

113,026
107,820

135,811

39,966
122,663 8!

40,189

Total 5 mos. )
ended May| 637,463'1,177,2601 438.601| 520,188!281,126] 657,072 157 474

a Of these organizations, 37 have discontinued automobile financing. b Of this
number 43.4%, were new cars, 56.2% were used cars, and 0.4% unclassitied. ¢ Of
the 282 organizations, 24 have discontinued automobile financing. d Of this
number, 44.3%, were new cars, 55.3% used cars, and 0.4% unclassified,

P S

World Wheat Crop this Year Expected to Be 20 to 30%
Above Last Year’s

The world wheat crop this year will be from 20 to 30%
larger than it was last year, it was officially announced in
Rome, Italy, on July 12, by the International Institute of
Agriculture. Final figures will not be published until about
the middle of August, it was pointed out in advices from
Rome, July 12 (Havas), to the New York “Journal of Com-
merce” of July 13. The advices said: v

An announcement of the International Institute of Agriculture said that
total wheat production in the United States will probably be about 24,000,~
000 tons, which compares with 17,000,000 produced last year and an average

yearly production of 18,497,000.
Of the 1037 total, about 18,062,000 tons will be in winter wheat and

5.950,000 in spring wheat.

——

Production of Flour During June, 1937
General Mills, Inc., summarizes the comparative flour
production as totaled for the mills reporting in the following
milling centers. These mills annually account for approxi-
mately 65% of the total estimated United States flour
production.
PRODUCTION OF FLOUR (NUMBER OF BARRELS)

Total lumber 1,382,357!1,207,61711,272,29811,175,636'1,066,97711,101,532

Production during the five weeks ended July 3, 1937, as reported by
these mills, was 14% above that of corresponding weeks of 1936. . Softwood
production in 1937 was 15% above that of the same weeks of 1936 and 85%
above the record of comparable mills during the same period of 1935.
Hardwood output was 3% above production of the 1936 period.

Shipments during the five weeks ended July 3, 1937, were 8% above those
of corresponding weeks of 1936, softwoods showing gain of 9% and hard-
woods, loss of 14%.

Orders received during the five weeks ended July 3, 1937, were 3%
below those of corresponding weeks of 1936. Softwood orders in 1937
were 3% below that of similar weeks of 1936 and 50% above the same weeks
of 1935. Hardwood orders showed loss of 11% as compared with cor-
. responding weeks of 1936.

On July 3, 1937, gross stocks as reported by 458 softwood mills were
3.288,702,000 feet, the equivalent of 116 days’ average production (three
years average, 1934-5-6), as compared with 3,308,827,000 feet on July 4,
1936, the equivalent of 117 days’ average production. ;

On July 3, 1937, unfilled orders as reported by 453 softwood mills were
893,828,000 feet, the equivalent of 32 days’ average production compared
with 679,583,000 feet on July 4, 1936, the equivalent of 24 days’ production.

—_———

Automobile Financing in May

The dollar volume of retail financing for May, 1937,
for the 456 organizations amounted to $190,655,670, an
increase of 5.19, when compared with April, 1937; an
increase of 3.3 % compared with May, 1936, and an increase
of 67.8% over May, 1935. Tne $193,527,218 snown for
wholesale financing for May, 193/, is an increase of 6.3%
over April, 1937; an increase of 4.5% compared with May,
1936, and an increase of 42.8% over May, 1935..

Figures of automobile financing for the month of April,
1937,33«135e published in the June 12 issue of the “Chronicle,”
page 2

11 Mos. Ended June 30
1937 1936
13,590,261 | 16,744,548
25,806,382 | 22,067,660
20,924,531 | 21,121,000
4,779,190 4,809,141

65,100,344 | 64,742,349

Month of June
1937 1936

1,042,829 | 1,421,078
2,181,220 | 1,835,232
1,658,966 | 1,630,571

393,146 361,764
5,276,161 | 5,248,645

S —

Petroleum and Its Products—Members of Interstate
Compact Meet—Daily Average Crude Output Dips
—_Crude Oil Stocks Higher—Special Hearing Set
for Texas Field—Anti-Trust Case Postponed

Observers from several non-member oil producing States
attended the July 13 meeting of representatives of the six
States comprising the Interstate Oil Compact Commission
held in Santa Fe. The group has yet to add any members
to the original six—Colorado, Illinois, Kansas, New Mexico,
Oklahoma and Texas—although it has invited all other oil
producing States to join the Commission.

Main factors discussed at the meeting were the need for
national legislation in connection with production of crude
oil, the possibility of increased taxation on both crude and
refined products, and the determmation of waste brought
about by storing oil over long periods of time. The Com-
mission was founded on, and its prinecipal purpose still is
conservation of erude by improving methods of production
and storage rather than arbitrarily establishing production

uotas.

4 The report of the American Petroleum Institute disclosing

that the survey inaugurated by the United States Bureau of

Mines to determine accurately. the marketable value of oil

Northwest

Southwest

Lake, Central and Southern_....
Pacitic Coast

Grand total, all mills reporting
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in storage attracted much interest. The Institute reported
that the Bureau of Mines has started an exhaustive analysis
of samples of stored oil to determine the consequent loss from
evaporation, basis settlement and spoilage. While approxi-
mately 1,400 samples already have been analyzed, it was
continued, the Bureau declihes to reveal any results until
“many more tests are made.”

. With all major States paring production with the excep-
tion of California, daily average erude oil output for the week
ended July 10 dipped 4,900 barrels fo 3,520,750 barrels,
according to the American Petroleum Institute. The total
was only 92,000 barrels above the July market demand as
estimated by the Bureau of Mines, the smallest excess for
production over estimated demand since last February.
The 8,520,750-barrel figure, however, was mnearly 575,000
barrels over actual turnout in the like 1936 period.

A decline of 1,300 barrels in Oklahoma brought the total
for that State to 618,300 barrels, materially below the joint
State-Federal quota of 629,700 barrels daily during July.
Kansas also held below the 195,600 allowable, dipping 850
barrels to 192,150 barrels. Despite a drop of 6,200 barrels
for Texas, the 1,410,400-barrel aggregate was substantially
in excess of the State allowable of 1,385,476 barrels, and the
Federal recommendation of 1,375,100 bhrrels.

Louisiana_production dropped 6,900 barrels to 254,450,
against the State allowable of 263,850 and the United States
total of 253,000 barrels. The net decline of 16,700 barrels
for all areas east of the Roeky Mountains was pared sharply
by the 11,800-barrel spurt in California production. The
boost lifted produetion there to 666,900 barrels, against
602,900 barrels set by the Central Committee of California
1(:;)11 Plrodu'cers and the Bureau of Mines’ figures of 605,500

arrels. )

Stocks of domestic and foreign petroleum held in the United
States showed the broadest expansion in many periods
during the week ended July 3. The increase of 1,065,000
barrels reflected the high total daily average crude oil pro-
duction ruling during this period, it was pointed out, and
lifted the total to 308,744,000 barrels. Domestic stocks
spurted 1,087,000 barrels, offsetting a drop of 22,000 barrels
in foreign crude inventories.

The Texas Railroad Commission announced in Austin on
July 12 that a special meeting had been called for July 23 on
the Colmena Field, Duval County. The Commission
adopted a special order setting a spacing program of 1 well to
10 acres for a 15-day period. The Commission on the same
day disclosed that despite the fact that production fell more
than 1,000,000 barrels bielow the State allowable, May erude
production for the State hit a new peak at 44,185,400 barrels,
against arecord quota of 45,402,338 barrels. New producing
wells brought in during the month totaled 1,171, sending the
aggregate for the State to 71,923, of which 29,185 are flowing
and 42,738 operating “on the pump.”

- The Oklahoma Supreme Court on July 12 reaffirmed a
decision ordering the Oklohoma Corporation Commission to
grant the British-American Oil Produeing Co. retroactive
back allowable for its well No. 1 Mary Green, discovery well
in the Mansion area of the Oklahoma City field, and further
directed that the allowable be fixed at 109,320 barrels.

The case developed when the Commission originally denied
the company an adjustment on its potential and allowable.
The company argued that its well was: completed Oct. 2,
1935, but that delay by conservation officials ecaused the hole
to fill with oil. This meant, it was continued, that the swab
was lost when official tests were started, which resulted in a
“f}Sh}ﬂg job” that lasted until Dec. 25, 1925. The Com-
mission had granted the company only the allowable from the
date of completion of the official potential on the later date.
The court ruled that the well was completed on Oct. 2, and
held that to deny the company an adjustment will amount
to discrimination. :

Operators of ‘‘stripper wells” in Venango County are
obtaining a return barely enough to cover overhead charges,
testimony before the Oil Industry Investigating Committee
named by Governor Earle to probe the Pennsylvania oil
industry revealed. Operators asked for relief from tax bur-
dens and an import tax. The committee also heard witnesses
testify on details of pipeline operation, refinery processes
and the manner of fixing prices.

The Government’s anti-trust eases against major oil com-
panies were continued until Aug. 3 in Federal Court in Madi-
son, Wis., on agreement between counsel, it was disclosed on
July 13. Counsel for the ‘“‘National Petroleum News’’ noti-
fied the court that he had asked for a bill of particulars on
the Government’s indietments.

There were no crude oil price changes.

Prices of Typical Crudes per Barrel at Wells
(All gravitles where A. P. 1. degrees are not shown)

$2.82 | Eldorado, ArK., 40 ccecccecannen $1.27
.25 | Rusk, Texas, 40 and over.

Darst Creek

< Central Field, Mich

Western Kentucky 1.40 | Sunburst, Mont

M1d-Cont't, Okla., 40 and above.. 1.30| Huntington, Calif., 30 and over-._.

Rodessa, Ark., 40 and above 1.25 | Kettleman Hills, 39 and over .

Bmackover, Ark., 24 and over. Petrolia, Canada. « . ccceeecnecnan 2.10

REFINED PRODUCTS—STANDARD OF JERSEYS POSTS WIDE-
SPREAD GASOLINE PRICE BOOST—OTHER MAJOR COM-
PANIES JOIN ADVANCE—MOTOR FUEL STOCKS SLUMP
DESPITE HIGHER REFINERY OPERATIONS

Rising costs of production and transportation coupled with
the record demand brought a wide-spread price increase in
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motor fuels for all grades and deliveries by the four marketing
subsidiaries of Standard Oil Co. (N. J.) on July 12, effective
the following day.

The Y5 boost in tank car and tank wagon deliveries was
put into effect by Standard Oil Co. of New Jersey, Standard
of Pennsylvania, Standard of Louisiana and the Colonial-
Beacon Oil Co. The sole exception to the broad increase was
in the metropolitan New York area.

Back of the increase, which was met by all major com-
panies operating in the areas affected by the far-flung lift
in prices, are several factors, chief of which are the record
pace of consumption, higher charter rates from the Gulf
Coast here to Atlantic Seaboard areas and the higher levels
ruling for erude oil. ‘

Shell Union Oil Corp. on July 13 announced that it had
met the increase throughout Pennsylvania and Delaware.
The Texas Corp. stated that it would generally meet the
increases, while the Gulf Oil Corp. advanced prices 14 cent
a gallon in West Virginia, Virginia and Maryland.

The Socony-Vacuum Oil Co., Inec., in addition to meeting
the 14 cent advances posted in its New York-New England
marketing area by the Colonial Beacon Oil Co. posted
advances of 14 to 1 cent a gallon at several points around
Boston and Providence where a sub-normal market had
prevailed for some time.

Reflecting the record demand for gasoline over the Fourth-
of-July week-end holiday, stocks of finished and unfinished
motor fuel slumped 1,354,000 barrels during the week ended
July 10 to 73,976,000 barrels, according to the American
Petroleum Institute. It was pointed out, however, that had
it not been for a revision of the July 3 storage figures, the
decline would only have been 696,000 barrels. The July
10 total was equal to approximately 42 days’ supply, against
43 days’ supplies on hand at the like time last year.

Refinery gasoline stocks dropped 997,000 barrels to
42,813,000 barrels, while holdings at bulk terminals were off
404,000 barrels to 23,766,000 barrels. Stocks of unfinished
gasoline rose 47,000 barrels to 7,397,000 barrels. Inventories
of gas and fuel oil rose 1,973,000 to hit 103,537,000 barrels,
which is about 4,000,000 barrels under last year.

Refinery operations came within fractions of the all-time
high, climbing 0.7 point to 83.79% of capacity. Daily
average runs of crude to stills broke through the old high of
3,320,000 barrels set last June 19 with a 55,000-barrel jump
setting a new peak at 3,225,000 barrels. An increase of
%5,0010 barrels lifted production of cracked gasoline to 740,000

arrels.

Representative price changes follow:

July 12—S8tandard of New Jersey, Standard of Pennsylvania, Standard
of Louisiana and Colonial-Beacon Oil posted an advance of % cent a
gallon in tank car and tank wagon prices on all grades of gasoline except
metropolitan New York, effective July 13.

July 13—Shell Union Oil Corp., the Texas Corp. and Gulf Oil met the -
14 cent a gallon advances of the Standard group.

July 13—Socony-Vacuum met the 3§ cent increases of the Standard
group, and also posted jumps of 34 to 1 cent a gallon in sub-normal markets
around Boston and Providence. :

U. S. Gasoline (Above 65 Octane), Tank Car Lots, F.0.B, Refinery
New York— New York— Other Cities—

Stand. Oll N, J..$.073 | Texas..wocee-- 073 | Chicago. .- -$.05 -.053§

Socony-Vacuum.. .08 CGull:icoviiaines .08 { New Orleans. .0634-.07

Tide Water Oil Co .08 | Shell Eastern.... .073% |Gulf ports...

Richfield Oil(Cal.) 073 Tulsa

Warner-Quinlan.. 0734

Kerosene, 41-43 Water White, Tank Car, F.0.B. Refinery
New York— North Texas...--.. .04
(Bayonne)......- $.063{ | Los Angeles-.. .03%4-.05
Fuel Oil, F.0.B. Refinery or Terminal
N. Y. (Bayonne)— California 24 plus D New Orleans C $1.
Bunker C. ._.._..31.35I $1.00-1.25| Phila., Bunker C.... 1.35
Diesel 28-30 D-... 2.20
Gas Oil, F.0.B. Refinery or Terminal
Chicago, ITulsa
5043 | 2830 Dcecoo- $.053
Gasolllie. Service Station, Tax Included

z New York...... $.19 |Newark...occace-a $.165 |Buffalo...ucocaa. $.175
z Brooklyn 19 | BOStON cececaanen 18 Chicago

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

Daily Average Crude Oil Output off 4,900 Barrels in
Week Ended July 10

The American Petroleum Institute estimates that the
daily average gross erude oil production for the week ended
July 10, 1937 was 3,520,750 barrels. This was a_decline
of 4,900 barrels from the output of the previous week. The
current week’s figures remained above the 3,423,800 barrels
calculated by the United States Department of the Interior
to be the total of the restrictions imposed by the various
oil-producting States during July. Daily average produc-
tion for the four weeks ended July 10, 1937 is estimated at
3,521,750 barrels. The daily average output for the week
ended July 11, 1936 totaled 2,947,700 barrels. Further
details, as reported by the Institute, follow:

Imports of petroleum for domestic use and receipts in bond at. principal
United States ports for the week ended July 10 totaled 1,323,000 barrels,
a daily average of 189,000 barrels, compared with a daily average of 185,286
barrels for the week ended July 3 and 187,250 barrels daily for the four
weeks ended July 10.

Receipts of California oil at Atlantic and Gulf Coast ports for the week
ended July 10, totaled 108,000 barrels, a daily average of 15,429 barrels,
compared with a daily average of 5,714 barrels for the week ended July 3
and 14,179 barrels for the four weeks ended July 10.

Reports received from refining companies owning 88.8% of the 4,084,000
barrel estimated daily potential refining capacity of the United States,
indicate that the industry as a whole ran to stills, on a Bureau of Mines

.

05%
05%4-.06%4

--$.02%-.03
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basis, 3,325.000 barrels of crude oil daily during the week, and that all
companies had in storage at refineries, bulk terminals, in transit and in
pipe lines as of the end of the week, 73,976,000 barrels of finished and
unfinished gasoline and 103,537,000 barrels of gas and fuel oil.

Cracked gasoline production by companies owning 94.8% of the poten-
tial charging capacity of all cracking units indicates that the industry
as a whole, on a Bureau of Mines' basis, produced an average of 740,000
barrels daily during the week. i

DAILY AVERAGE CRUDE OIL PRODUCTION
X (Figures in Barrels)

B.of M.,

Dept. of
Interior
Calcu~
lattons
(July)

629,700
195,600

Four
Week
Ended

Jaly 11,
1936

State
Allowable|
July 1

Week
Ended
July 10,
1937

Change
Jrom
Prevtous

Week

629,700
195,600

618,300
192,150

68,850(—11,6850
00

3
-+250
—800
—2,450
+1,250

625,550
194,850

80,250
72,650

546,500
14:1.800

58,200
59,050
25,300
182,900
54,600
425,600
—100 152,250
-+7,000 179,300

—6,200(1,408,200(1,137,200

—2,350( 84,850 79,800
—4,550( 172,750| 150,750

Oklahoma.
Kans:

—1,300
a8 - —850

Panhandle Texas
West Central Texas.--

T
East Central Texas. ..
East Texas -
Bouthwest Texas.....
Coastal Texas. 193,291| 209,500
1,375,100(1,385,476(1,410,400

85,950
168,500

Total Texas

North Louisiana.
Coastal Louisians .. . ..
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Coal Production During Week Ended July 3

The United States Department of the Interior, in its weekly
coal report, showed that- production of soft coal for the
country as a whole showed little change in the week ended
July 3. The total output is estimated at 7,215,000 net
tons, an increase of 67,000 tons, or 0.9%, over the pre-
ceding week. Production in the corresponding week in 1936
(a holiday week) amounted to 6,481,000 tons.

Anthracite production in Pennsylvania during the week
ended July 3 is estimated at 1,012,000 net tons, an increase
of 119,000 tons, or 13.3%, over the preceding week. Pro-
duction in the corresponding week of 1936 amounted to
939,000 tons.

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

Week Ended— July 3,1937 d |June 26,1937 ¢| July 4, 1936

Bituminous coal: a
Total, including colliery fuel....
Daily average
Pennsylvania anthracite: b
Total, including colliery fuel-_..
Dally average
Commercial production.c.......
Beehive coke:
Total for period
Daily average

7.215,000
1,203,000

1,012,000
168,700
964,000

63,100
10.517

6,481,000
21,296,000

939,000
£187,800
894,000

18,100
£3.620

7,148,000
1,191,000

£93,000
148,800
850,000

65,600
10,933

Calendar Year to Date— 1937 1936 £ 1929 £

Total Louisiana. ... 263,850| 254,450| —6,900| 257,600 230,550

RitumI

coal:a

¢ 28,100
115,900
42,800
55,350
17,600

—250] 29,550
—7.650
—300
-+6,450
+400

4,300

—eae| - 4,150

114,500 =—100{ 115,050
2,853,850(—16,700/2,863,050|2,361,300
California 05,500 66,900| 11,800 658,700 586.400

Total United States.[3,423,800 3,520,750 —4,90012,521,75012,947,700

114,500

Total East of Calit--|2.818,300
6 x602,990

Total, including colllery fuel.... 201,343,000

Dally average 1,303,000
Pennsylvania anthracite: b

Total, including collfery fuel. ... h h

Dally average - h h

Commercial production ¢ h h

Beehive coke:
1,855,900 670,000 3,447,100

Total for perfod
Dalily average 11,746 4,268 21,956

a Includes for purposes of historical comnarison and statistical convenience the
production of lignite and of anthracite and semi-anthracite outside of Pennsylvania.
b I

224,987,000
1,447,000

259,129,000
1,667,000

x Recommendation of Central Committee of California Oll Producers. (Revised.)
Note—The figures indicated above do not include any estimate of any oil which
might have been surreptitiously produced.
CRUDE RUNS TO STILLS AND STOCKS OF FINISHED AND UNFINISHED
GASOLINE AND GAS AND FUEL OIL, WEEK ENDED JULY 10, 1937
(Figures In Thousands of Barrels of 42 Gallons Each) '

Dadily Refining
Capacity

Crude Runs
to Stills

Stocks of Finished and
Unfinished Gasoline

Fintshed Unfin'd
in

At Re- | Terms.,|Nap'tha
finertes| &c., | Distll.

5,342{ 12,383| 1,157
1,210 245
8,441 924
4,483 613
1,394 424
6,773 1,743

742 { 329

257 92
1,631 e 102
9,540 2,273] 1,468

23,066

39,813 7,097(100,937
3,000 700! 300] 2,600

" Poten-
tial
Rate

Reporting
Total |P. C.

669 669(100.0
9| 88.4
507 467] 92.1

Mo &n| 84.6
Inland Texas 56 6
Texas Gulf.. 95.5 685
La. Gulf.... 96.8 146
No, La.~Ark. 63.7 43
Rocky Mtn. 69.7 46
California... 90.9 551

“ Reported. ...
Est. Unreptd

aEst.tot.U.S.
July 10 '37
July 3'37

U.8.B.of M.
aJuly 10 '36 b2,958 37,7631 21,2731 6,750'105,996

a Estimated on Bureau of Mines basis. b July, 1936, dally average. ¢ Re-
vised. Comparuble with week of July 10 but not prior weeks.

——iey

May Production of Natural Gasoline

The daily average production of natural gasoline for
May, 1937, was 5,403,000 gallons, according to a report
repared by the Bureau of Mines for Harold L. Ickes,
ecretary of the Interior. This is 72,000 gallons lower than
the 5,475,000 gallons daily average for April, but materially
higher than the 5,314,000 gallons daily average for the first
five months of the year and almost a million gallons above
the 4,437,000 gallons daily average for May, 1936.
The only State to show a material increase was Oklahoma,
the largest percentage decline was in the Appalachian district.
Stocks at refineries and plants and terminals increased

Daily
Aver-
age

2;.C,
Oper-
ated

84.2

East Coast...
Appalachian.
Ind., Ill., Ky

563
106
450

309
138

88.8| 3,037
288

2,325
3,270

42,813| 23,766
©43,810|c24,170

7,397(103,537
c7 350|c101564

29,274,000 gallons to 251,538,000 gallons on May 31, com-

pared with 222,264,000 gallons on April 30.

PRODUCTION AND STOCKS OF NATURAL GASOLINE
(In Thousands of Gallons)

Production Stocks

ludes washery and dredge coal and coal shipped by truck from authorized
operations. ¢ Excludes colllery fuel. d Subject to revision. e Revised. f Ad=-
justed to make comparable tho number of working days in the three years. ¢ Aver-
age baced on five days. h Comparable data not yet available.

ESTIMATED WEEKLY PRODUCTION OF COAL, BY STATES
(IN THOUSANDS OF NET TONS)

[The current estimates are based on railroad carloadings and river shipments and
are subject to revision on receipt of monthly tonnage reports from district and State
sources, or of final annual returns from the operators.]

Week:Ended—

June 26 \June 19|June 27)June 29
1937 p (1937 p | 1936 r | 1935

Arkansas and Oklahoma. ...
Colorado

New Mexico

North and South Dakota. ...
Ohio

Pennsy]

‘Washington
West Virginia—Southern._a....-
Northern.b

Other Western States.c

‘Total bituminous coal 7,148 6,867! 6,515/ 9,648 10,866

a Includes operations on the N. & W., C. & O., Virginian, K. & M., B.C. & G.,
and on the B, & O. in Kanawha, Mason, and Clay counties. b Rest of State,
including the Panhandle District and Grant, Mineral, and Tucker counties, ¢ In-
cludes Arizona, California Idaho, Nevada, and Oregon. d Average weekly rate
fcr the entire month. p Preliminary. r Revised. s Alaska, Georgia, North
Carolina, and South Dakota Included with “other Western States.” * Less than
1.000 tons.

PSS I

World Zinc Production
The American Bureau of Metal Statistics issued the
following compilation of world zine production by primary
metallurgical works in short tons:

May,
1937

55,012
17,894

April,
1937

52,009
17,469

March,
1937

53,202
17,371

Dec.,
1936

47,050
13,735

February,| January,
1937 937

37,794
10,418

40,047
11,660

United States
Other North America
h:

May 31, 1937 | April 30, 1937

At
At Plants At
Refin- |& Ter- | Refin-
eries | minals| eries

e e whw o] 4,242 coo-| 4,494
Appalachian. ... 9 6 462
Ill., Mich,, Ky.. 2,226 5 2,772
Oklahoma 4,158 3,318
K 168, 126
3,612 6,678
42 126
378 84

5,949 5,799| 28,257 ,943| 3,402 A468| 2,478| 2,227
50,730| 49,292|249,759(236,617|105,630( 2,359( 97.734| 2,221

167,496|164,262|802,368/704,214/124,530|127,008|118,2721103,992
5,403| 5,475| 5,314 4,633

At
Plants
& Ter-

Total (thousands
of barrels) ...

3,91
Daily aver.

1 2,965
130

3,024

2,816,

2,476

3,988 19,104| 16,767
129 127 110

23,300

13,579
2,700
1,960

629

11,941

24,300 25,100

129,166 | 139,337 | 145,251
United States. 55,012 52,009 53,202 37,794 40,047 o
Elsewhere. .. 107,247 | 104,992 | 106,620 | 91,372 99,290 | 98,201

a Partly estimated. b Includes Norway, Poland, Japan, and Indo-China, with
estimates for Czechoslovakia, Yugoslavia, and Russia. ¢ Estimated.
| —_——

June Anthracite Shipments 14.92% Above a Year Ago
Shipments of anthracite for the month of June, 1937,
as reported to the Anthracite Institute, amounted to 4,-

040,363 net tons. This is an increase, as compared with
shipments during the preceding month of May, of 249,842

23,500
15,000

22,900 | 23,200
B 6,178
14,572 14,912
<3,106 3,200
1,691 1,960

| 434 <600
11,965 12,599
26,900 | 26,600

157,001 | 159,822

Anglo-Aust
b Elsewhere....

‘World's total

162,259
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net toms, or 6.599%, and when compared with June, 1936,
shows an increase of 524,485 net tons, or 14.92%,.
Shipments by originating carriers-(in net tons) are as follows:

June, 1937

923,214
782,186
321,085
559,965
402,712
454,818

May, 1937
406,712

June, 1936

673,378
749,544
287,135
451,865
404,656
335,687

May,1936

056,304
856,235
299,770
473,526
592,953
402,558
248,621
184,195
259,973

4,274,185

Reading Co.

Lehigh Valley 8RR ...

Central RR. of New Jersey

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

Erie RR

New York Ontario & Western Ry..| 105,619
Lehigh & New England RR.......| 134,838

--14,040,363 (3,790,521
————

3,515,878

June Production and Shipments of Slab Zinc

The American Zine Institute on July 7 released the follow-
ing tabulation of slab zine statistics:

SLAB ZINC STATISTICS (ALL GRADES)—1929-1937
(Tons of 2,000 Pounds)

(a) Retorts
Shipped|Operating,

Arerage
Retorts
During

Unfilled
Produced Orders
During
Pertod

631,601
504,463
300,738
213,531
324,705
366,933
431,499

Shipped
During
Period

602,601

Stock at
End of
Pertod

75,430
143,618
129 842
124,856
105,560
119,830

83,758

End o)
Pertod

57,999
31,240

or
Ezport

Year 1929_
Year 1930.
Year 1931
Year 1932.
Year 1933.
Year 1934 .
Year 1935.

30,786
51,186

79,059
75,369 |
79,693

80,634
81,562
84,855

88,517
86,046
76,482
68,744

42,219

[=I=i=i=1-X-1-}

45,481
43,542
42,211
46,225
45,670
46,940

41,819
46,013
51,775
53,963
56,887
59,512

65,173
54,064
60,513
75,891
78,626

November. ...

S © O o o

December . ... 42,965

*38.461

Total for yr.| 523,166
Monthly aver.| 43,697

1937

561,969
46,831

(=1~}

40,047
37,794
53,202
52,009
55,012
50,526

51,227
146,953
59,635
56,229
55,201
50,219

33,775
24,616
18,183
13,963
13,774

14,081 0 {

77,969
89,846
81,448
67,143
}59.209

X "Equlvalent retorts computed on 24-hour basis.

i bedal a Export shipments are
n total shir t4
—_—————

Copper Statistics for Month of June, 1937
The copper Institute on July 14 released the following
statisties pertaining to the produetion, deliveries and stocks
of duty-free copper.

UNITED STATES DUTY-FREE COPPER STATISTICS
(IN TONS OF 2,000 LBS.)

Mine or
Smelter
Production
& Custom

Deliveries to Customers | x Refined
Stock at

Refinertes

Refined
Production
Domestic

Year 1933...
Year 1934_
Year 1935..
Year 1936

Jan. 1936

Feb. 1936....
Mar. 1936...
April 1936...
May 1936...
June 1936.._
July 1936...
Aug. 1936...
Sept. 1936...
Oct. 1936...
Nov.1936...
Deo. 1936

Jan, 1937

Mar, 1937
April 1937.-

523,435
354,436
231,415
161,068

230,888
230,292

360,534
506,085
731,629

336,710
496,658
748,660

55,845
54,451
67,147
58,801

379,843
528,194
764,560

54,390
51,417
56,448
59,704

67,379
82,409

80,812
74,610
94,830

142,374
136,121
121,448

99,576

68,097
71,233
83,676 -
83,178 95,884

May 1937... 95,265 81,336 108,585
June 1937 86,016 77,725 111,020

xOn consignment and in commission exchange warehouse. Does not include
Consumers’ stocks at their plants or warehouses.

———s

Zinc Advanced to 7c. St. Louis Basis—Lead in Demand
—Copper Stocks Rise
. “Metal and Mineral Markets” in its issue of July 15 re-
ported that the feature in'the market for non-ferrous metals"
was the unexpected activity in zine, following publication
of the June statisties that revealed that virtually no progress
was made in alleviating the shortage in supplies. Prime
Western zine advanced one-quarter cent per pound. The
copper statistics, showing an increase in stocks, had no
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apparent influence on the price structure of that metal.
Demand for lead was good and the views of most producers
were strengthened. Tin showed little change. Domestie
antimony was advanced and refined platinum moved up $1
per ounce. Quicksilver declined $1 per flask. The publi-
cation further reports:

Copper

The copper statistics for June, released July 14, showed a gain in world
stocks of refined and blister of 18,000 tons. Of this total 6,151 tons re-
presented the net increase in this country and the remainder abroad. Stocks
of refined in this country increased 2,435 tons, with the gain in the total
abroad 7,882 tons. The increase in stocks was smaller than expected.

Domestic mine production increased from 72,088 tons in May to 73,610
tons last month. Foreign mine production was 4,410 tons smaller in June
than in the preceding month. Deliveries were down both here and abroad.

The copper statistics of the Copper Institute for the months of May and
June, in short tons, are summarjzed as follows:

May June
Production (blister):
United States mine... 72,088 ' 73,610
U. 8. scrap, &c 15,567 16,122
Foreign mine........112,048 107,638
Foreign scrap, &c.... 8,911 10,5697

208,614 207,967

May
Deliveries, refined (appa-~
rent consumption):
United States.
Forelgn

June

196,055 189,682
4,920 5,856

108,585 111,020
108,875 113,983 182,863 190,745

204,140 199,999 291,448 301,765

(Detailed U. 8, figures as released, by the copper Institute are given
elsehwere in this department—Ed.)

Demand for copper in the domestic market was fair and held at about
the same rate as in recent weeks, the total quantity booked in the last seven
days amounting to 11,881 tons. There was no talk of a higher market, but
the tone was firm on the l4c. basis. Quotations abroad showed little net
change, compared with a week ago. Buying was in fair volume until July 14
when traders elected to move slowly pending publication of the June sta-
tistics.

tals
United States exports,
domestic only
Stocks, refined:
United States
Foreign

Production (refined):
United States..
Foreign

95,265 86,016

Lead

The recent improvement in the demand for lead continued in the week
just ended. In fact, the buying was on a larger scale, with most of the im-
portant consuming industries represented in the week’s business. Sales
for the week totaled 7,450 tons, which compares with 5,250 tons in the pre-
ceding seven-day period. Producers believe that the improved labor out~
look encouraged buying. The undertone at the close was quite firm.

Quotations continued at 6c., New York, which was also the contract
settling- basis of the American Smelting & Refining Co., and 5.85c., St.
Loujs. Business was reported by St. Joseph Lead in its own brands for
delivery in the East at a premium. TS

London prices ruled firm on a steady call for the metal .The market
abroad held around 5c. per pound in terms of United States currency.

Zinc

As the week opened, demand for zinc became quite active, and, with
supplies scarce, the situation strengthened appreciably. By Saturday several
producers announced that their quotations would be raised one-quarter
cent per pound. This failed to check the buying interest, and inquiry con-
tinued fairly active throughout the remainder of the week. Sales in the
week that ended yesterday totaled more than 20,000 tons, A good part of
the total traded in called for future delivery; in fact, last-quarter business
accounted for a substantial tonnage. The June statistics disappointed
many consumers who confidently expected production to increase. Stocks
of Prime Western at the end of June totaled only 10,256 tons, or actually
less than a month previous. Total stocks, all grades, amounted to 14,081
tons. The 7c. basis for Prime Western zinc became effective on Monday,
July 12. .

Tin

There was a fair demand for tin during the last week, and prices ruled
firm. It was reported that Straits shipment are increasing, but this
news was offset as a market factor by rumors that Bolivian producers are
experiencing further trouble because of labor and political unrest. The
rumors, however, lacked confirmation. Consumption of tin in the United
States continues at a high level. Spot supplies remain light. Compared
with a week ago the price of Straits tin advanced about one-quarter cent per
pound.

Imports of tin into the United States in the first five months of 1937
totaled 87,813,000 Ib., against 66,668,000 1b. in the same perod last year.

Chinese tin, 99%, was nominally as follows: July 8th, 58.375c.; 9th,
58.125¢.; 10th, 58.150c.; 12th, 57.875¢c.; 13th 58.500c.; 14th, 58.875c.

DAILY PRICES OF METALS (“E, & M, J.” QUOTATIONS)

Straits Tin
New York

59.625
59.375
59.400
59.125
59.750
13.775 60.125

Average. .| 13.775 59.567

Average prices for calendar week ended July 10 are: Domestic copper f.0.b.
refinery, 13.775¢.; export copper, 13.850c.; Straits tin, 59.480c.; New York lead,
6.00c.; St. Louis lead, 5.85¢.; St. Louis zine, 6.75¢., and silver, 44.750¢.

The above quotations are *“M., & M, M.’'s’’ appraisal of the major United States
markets, based on sales reported by producers and agencies. They are reduced to
the basis of cash, New York or St. Louis, as noted. All prices are in cents per pound,

Copper, lead and zine quotations are based on sales for both prompt and future
deliveries; tin quotations are for prompt delivery only,

Lead
New York

Electrolytic Copper
Dom.,Refy.|Ezp., Refy.

13.775 13.825
13.775
13.775
13.775
13.775

St. Louds

Daily London Prices

xLead
Spot | 3M

2415, | 24114
241316 | 2496
247 | 245 | 223 | 22%
24136 | 2495 | 2213, | 2215,¢
24136 ' 2455 123 2336

Copper, Std.
Spot | 3M

Copper
Electro.

(Bid)
561546

6214
563 | 62
5654 | 62
5634 | 62
553 | 62

xZinc
Spot | 3M

2214 | 22114g
2214 | 2214

Tin, Std.
Spot | M
26434 26434
264 264

26134

2653
26556

x Buyers’ price. . i

Prices for lead and zinc are the official prices for the first session of the London
Metal Exchange; prices for copper and tin are the official closing buyers’ prices.
All are in pounds sterling per long ton (2,2401b.).
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June Steel Shipments Lower Than Preceding Month

Shipments of finished steel produects by subsidiaries of
the United States Steel Corp. were smaller in June than
in May, but as compared with the corresponding month a
year ago, presented at least as substantial a gain as pre-
ceding months showed over the earlier period. 1,268,550

tons were shipped in June; in May the amount shipped was
In June, 1936,

1,304,039 tons, and in April 1,343,644 tons.

however, tne figure was only 886,065 tons. o

Following is a tabulation of the monthly shipments since

TONNAGE OF SHIPMENTS OF STEEL PRODUCTS BY MONTHS FOR
YEARS INDICATED

Year 1937
1,149,918

Year 1935
534,055

Year 1934

331,777
385,500

Year 1936

721,414
676,315
783,552
979,907

Year 1933

285,138
275,929

335,321
455,302
603,937
701,322
668,155
675,161
572,897
430,368
600,639

3
686,741
681,820 882,643
661,615 1,067,365
+(44,283)| —(19,907)| —(23,750) | —(40,859)

5,805,235 5,905,9661 7,347,549! 10,784,273

Yearly adjustment

Total for year. ...

Chronicle \ 363

Output for the first half of this year rose to 19,706,698 tons from
13,628,226 tons in the corresponding period last year, or a gain, of
46.4% in the daily rate. The first six months is the highest for that
period since the all-time high reached in 1929, when 21,640,960 tons was
produced, and contrasts sharply with the recent all-time low in 1933,
when production dropped to only 4,441,008 tons.

There was a net gain of 11 furnaces making iron on July 1, the 181
furnaces operating at a rate of 105,975 tons daily against 170 on June 1,
producing 103,960 tons daily. Fourteen furnaces were blown in during
the month and three were blown out or banked. ~The United States Steel
Corp. put in one turnace and took one off blast; independent producers
put 11 in operation and took one off blast, and merchant producers put
two in and one out. x

Among the furnaces blown in were the following: One Ensley, Tennes-
see Coal, Iron & RR. Co.; one Susquehanna, National Steel Corp.; one
Sparrows Point, Bethlehem Steel Codp.; three Haselton, one Pioneer,
Republic Steel Corp.; three Campbell, one Hubbard, Grace and Jeanette,
Youngstown Sheet & Tube Co., and one Sloss-Sheffield Steel & Iron Co.
furnace. ! '

Furnaces blown out or banked included: One Gary, Carnegie-Illinois
Steel Corp.; one Monessen, Pittsburgh Steel Co., and the Rackdale furnace
of the Tennessee Products Corp.

The number of available furnaces making pig iron has been reduced
from 241 to 240 by the dismantling of the Vanderbilt furnace of the
Woodward Iron Co.

DAILY AVERAGE PRODUCTION OF COKE PIG IRON IN THE UNITED
STATES BY MONTHS SINCE JAN. 1, 1932—GROSS TONS

1932 1934 1935 1936 1937

—————
Steel Output in June Drops 199, Below May

Production of steel ingots during June dropped off sharply
because of strike conditions and failed to equal the May out-
put by nearly 1,000,000 gross tons, according to a report
released July 8 by the American Iron and Steel Institute.

June production amounted to 4,183,762 gross tons, almost
199, below the total of 5,153,559 gross tons produced in
May. Percentage of capacity operated in June was 74.46,
compared with 88.82% in May.

Total production in the first six months of 1937 almost
certainly would have set a new all-time peak for the half-
year period had output not been curtained by strikes. A
total of 28,764,633 gross tons of steel ingots was produced
during the first half of 1937, less than 19, below the output
of 29,036,274 gross tons in the first half of 1929. The
total in the first six months of this year was almost four
times as much as the total of 7,697,210 gross. tons produced
in the first half of 1932.

The tonnage produced in June was only 5%, above the
output of 3,975,569 gross tons in June, 1936 but the six
months’ total for this year was 359, above the total of 21,-
276,097 gross tons in the corresponding period of last year.

MONTHLY PRODUCTION OF OPEN HEARTH AND BESSEMER STEEL
INGOTS—JANUARY, 1936, TO JUNE, 1837

(Calculations based on reports of companies which in 1936 made 98.29% of the
jon) §

open hearth and 100% of the B ingot prod

Calculated Monthly

Production Calculated
Weekly

Production

(Gross Tons)

Number of
Weeks in
Month

*Per Cent
of Capacity

Gross
Tons

443
4.00
443
12.86
4.29
443
4.29
13.01

25.87

4,724,939
4,413,832
5,216,666
14,355,437
5,071,875
5,153,659
4,183,762
14,409,196

28,764,633

81.43
84,25
89.91
85,23
90.27
88.82
74.46
84.56

84.89

1,066,578
1,103,458
1,177,677

1,116,286
1,182,255
1,163,332

975,236
1,107,548

1,111,891

686,186
714,225
752,663
717,734
914,593
911,371
926,706
918,182
817,997
885,604
044,534
969,950
932,981
856,570
1,023,532

1,007,698
1,000,988

April

Second quarter....

First six months
1936—

443
4.14
443
13.00
4.29
443
429
13.01
26.01
4.42
4.43
4.28
13.13
39.14
443

429
4.42

3,039,804
2,956,891
3,333,853

9,330,548

3,932,605
4,037,375
3,975,569

11,945,549
21,276,097

3,914,370
4,184,287
4,151,388

12,250,045
33,526,142

4,534,246
4,323025
4,424,367

13,281,638 1,010,779 13.14

46,807,780 895,329 52.28

Note—The percentages of capacity operated are calculated on weekly capacities
of 1,309,760 gross tons based on annual capacities as of Dec, 31, 1936 as follows:
Open hearth and Bessemer ingots, 68,290,862 gross tons.

—
June Pig Iron Output Down: First Half Rises 46.4%
The “Iron Age,” in its issue of July 8, reported that
production of coke pig iron in June, at 3,107,506 gross tons,
compares with 3,537,231 tons in May. As was to be expected
on account of the strikes, the daily rate last month dropped
9.29, from that in May, or from 114,104 to 103,584 tons.
The “Age” further reported:

52.39
54,53
57,46

54.80

First quarter

Aprilo .ol

Third quarter

Nine months

39,201 103,597
45,131
52,243
57,561
65,900
64,338

54,134

39,510
34,012
29,935
30,679
31,898
33,149

43,592

65,351
62,886
65,816,
80,125
85,432
86,208

74,331

83,686
87,475
91,010
96,512
98,246
100,485

83,658

31,380
33,251
31,201
28,430
25,276
20,935

28,412

18,461
17.115
19,753
20,800
21,042
17,615

12 mos. average.! 23,733 ' 36,199

PRODUCTION OF COKE PIG IRON AND OF FERROMANGANESE
(GROSS TONS)

January
February

108,876

57,556

Ferromanganese
1937 1936

24,766
24,988
22,725
19,667
18,363
15,549

128,068

Pig Iron x
1937 1936

8.211,500 | 2,025,885
2,999,218 1,823,706
3.459,473 | 2,040,311
3,391,665 | 2,403,683
3,537,231 | 2,648,401
3,107,506 | 2,586,240

19,706,593 | 13,528,226

2,594,268
2,711,721

170,857

3,115,037
30,618,797 254,728
s These totals do not include charcoal pig iron. y Included in pig iron figures

—_——

All Ma.jor Steel Units Resume Operations

The July 15 issue of “Iron Age” stated that with re-
sumption of work at the Indiana Harbor works of the Youngs-
town Sheet & Tube Co., all of the major steel units that were
affected by strikes are again operating. This, together with
the starting up of mills that were closed for vacations last
week, brings the average operating rate for the industry up
to 839, and it will be 85% or higher by the end of the week,
when Sheet & Tube’s Chicago distriet plant will be turning
out steel and some units of Republic Steel Corp. will be on a
better operating basis. The “Age” further stated:

The Chicago average rate is 79 3 %, but it will be 86% by Friday July 16,
compared with 949 just prior to the strike, but equal to the best rates that
prevailed during April and the early part of May. Republic Steel Corp.
is now averaging better than 80% in its plants. Its operations in the
Youngstown district, at 62%, will be increased this week. All of its blast
furnaces in that area have resumed production. Its Cleveland plant has
12 of its 14 open hearth furnaces in operation and 85% of its employees
there have returned to work. The Youngstown Sheet & Tube Co. is on a
normal operating basis in Youngstown,

The effect of holiday and vacation shutdowns last week was most notice-
able in the Pittsburgh-Wheeling area. The Pittsburgh rate has rebounded
17 points to 86% of capacity and the Wheeling rate is also up 17 points to
95%.

Indications are that the industry will hold to an average rate of 85%
during the remainder of July. Present operations in some products are
possible through August and even longer, but the continued decline in new
business, unless arrested, may reduce rollings of other products by next
month. Large backlogs exist in tin plate, sheets:and heavy plate. but
orders are needed for bars, strip steel, rails and some other items. Sheet:
backlogs are so extended that some buyers are now making reservations as
far ahead as December at whatever price is in effect at shipping time. In
view of this situation, there is a possibility that fourth quarter prices may be
announced within the next week or two so that consumers may make their
plans for the fourth quarter. It is generally believed there will be no price
advances except possibly on tin plate and pig iron.

The only reversal of the downward trend in new buying has come to a

. moterate extent from the automobile industry. General Motors has placed

orders for fairsized lots of sheets for 1938 models and Ford Motor Co. is
inquiring for sheets for 250,000 cars. A general buying movement from the
automobile industry is expected within the next few weeks for its new models.
This activity is already reflected in pig iron purchases at Cleveland, where
three orders totaling 15,000 tons have been placed for automobile csatings.
Other industries whose steel buying is on an undiminished basis are the
manufacturers of farm tractors and electric refrigerators.
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A spectacular rise in prices of steel scrap reflects partly the conviction
of the usually foresighted scrap trade that the steel strikes have been de-
cisively defeated and that steel buying should show signs of an upward trend
before many weeks. There has been some mill buying of scrap at advanced
prices, but the scrap price rise has been hastened by short covering by brokers
on orders taken at higher than today's prices. Advances of $1.50 at Phila-
delphia, $1 at Chicago and 75¢. at Pittsburgh have raised the ‘‘Iron Age"
scrap composite price to $18.50, a rise of $1.08, which is more than occurred
in any one week of the spring advance. A repetition of the first quarter
flurry is not unlikely as reports are heard of scrap scarcity caused to a large
extent by heavy exports.

Appraisal of fourth quarter prospects for steel is generally favorable,
based on resumption of automobile manufacturing of new models on a
fairly large scale following curtailment during the changeover period of the
next few weeks; farm prosperity that will result from abundant crops
marketed at high prices; and further railroad buying of equipment as car-
loadings rise to autumn peaks. In addition, a growing export demand will
take whatever surplus American mills may have to offer. British buying
under reduced import duties has begun with the purchase of a fairly large
tonnage of tin bars for Welsh tin plate mills.

THE “IRON AGE" COMPOSITE PRICES
Finished Steel
July 13, 1937, 2.605¢. a Lb. (Based on steel bars, beams, tank plates,
k wire, ralls, black pipe, sheets and hot

rolled strips, These products represent
85% of the United States output.

2.6050.1
2. 5

Low

2.330e.
. 28 2.084c.
1 2.1240.
24 2.008c.
3 1.867¢.
4 1.926¢c.
13 1.946¢,
7 2.018e¢.
2 2.273c.
11 2.217ec.
4 2.212¢c.

Nov. 1

Based on average of basic iron at Valley
furnace and foundry irons at Chicago,
Philadelphia, Buffalo, Valley, and
Bouthern iron at Cincinnati.

High Low
een---$23.25 Mar. 9 $20.25
19. Nov. 24 18.
Nov. &
May 1
Dec. 5
Jan. b
(]
Jan, 7
May 14
Nov, 27
Jan,

July 13, 1937, $23.25 a Gross Ton
8ok g0 $23.25
-- 23.25

Nov.

Based on No. 1 heavy melting steel
at Pittsburgh, Philadelphia

and Chicago.

High
---$21.92

July 13, 1937, $18.50 a Gross Ton
$17.42

One month ago. .
One year 830

June 16
June 9
Apr, 23
Sept, 25
Jan, 3
July 5
Dec. 29
Dec. 9
Dec. 3
July 2

nounced that telegraphic reports which it has received indi-
cated that the operating rate of steel companies having
989 of the steel capacity of the industry will be 82.79,
of capacity for the week beginning July 12 compared with
67.3 9% one week ago, 76.6%, one month ago and 69.0%, one
year ago. This represents an increase of 15.4 points, or
22.99% from the estimate for the,week July 6, 1937. Weekly
indicated rates of steel operations since June 8, 1936, follow:

1936— 1937—
Sept. 21.....74.4%|Jan.
Sept. 28.....75.4%|Jan,
Oct. b. 75.3%|Jan.
Jan
Feb.
Feb.

% |Feb.
Febh,
Mar
Mar.
Mar.
Mar. 22
Mar.
Apr.

67.3%
82.7%

E

Chronicle July 17, 1937

‘‘Steel” of Cleveland, in its summary of the iron and steel
markets, on July 12 stated:

In the face of expected decline in steel buying in the lighter lines steel~
makers continue to produce at the best rate circumstances will allow, in
the effort to work off tonnages already specified and to reduce the present
delay in deliveries.

In spite of such efforts some mills can offer no better than ten to 12
weeks on cold-rolled sheets and some are booked into October on hot- .
rolled. In other cases four to eight weeks can be obtained.

‘With this situation, better buying is appearing in other lines, notably
in heavy steel, and some early placements of sheets, strip, bars and other
steel are being made for 1938 models of automobiles. Railroads have
placed substantial orders for rails and rolling stock and a fair volume is
pending for this purpose. Structurals are being placed in large tonnages,
especially in the west. A leading steelmaker shipped more tonnage in June
than in May.

The general expectation is that the fall will bring a renewed volume of
buying and that this is likely to appear before present backlogs have been |
cleared, thus bridging the summer lull and reducing the usual dull period.
Some sellers are not booking beyond third quarter, though there is no in-
dication of a rise in prices for that delivery. Some sentiment for an in-
crease of $1 on pig iron has appeared but is not strong. .

Observance of the July Fourth holiday and some vacation idleness brought
the national operating rate down 314 points to 74% of capacity for last
week as a whole. However, resumption of production by strike-bound
plants during the week gave a higher rate at midweek, probably about
78%, and the promise is for a better level this week, Last week Pitts-
burgh dropped 13 points to 67%, Wheeling 15 points to 77, New England
6 points to 86, Detroit 5 points to 95, Cleveland 2 points to 47 and Eastern
Pennsylvania 1 point to 65%. Chicago gained 6 34 points to 70%, Youngs-
town 1 point to 76 and Birmingham 13 points to 96. Buffalo at 87%
and Cincinnati and 8t. Louis, both at 93, showed no change,

Steel ingot production in June was 19% less than in May, because of
strike interruption, and only 5% above that of June, 1936. June tonnage
was 4,183,762 tons. First half ingot production was less than 1% less
than the record first half of 1929. Except for strike effects a new mark
would have been set, by a wide margin. First half this year brought
28,764,633 tons, compared with 29,036,274 tons in the corresponding period
of 1929, only 271,641 tons short, less than a week’s production.

‘World hunger for steel and jron products and scrap are well illustrated
in export figures in May. Finished and semifinished steel exports totaled
405,810 gross tons, which compares with 450,859 tons for the first five
months of 1936. Pig iron exports were 117,598 tons and steel ingots and
blooms 99,551 tons. Scrap reached an alltime high at 637,679 tons, which
is 72% of the total scrap exported in five months of 1936. The accelerat~
ing pace of foreign buying is indicated by this comparison.

As an incentive to importers Great Britain has reduced import duties
to 235 % on entente quotas of steel from the Continent and to 123% on
shipments in exces of quotas.

Automobile production last week showed the effect of approaching end
of the 1937 model season, with total output of 100,981 cars, compared with
122,890 the preceding week. Ford was the only producer holding to the
previous rate, with 27,172 compared with 27,210 the previous week.
General Motors fell off to 40,091 from 50,490 and Chrysler to 21,050 from
28,775. Output of all other makers dropped to 12,668 from 16,415.

As a result of underlying strength in scrap the composite has reacted
sharply, gaining 67 cents, to $17,75. This has wiped out the decline of
June and regained the level of the final week of May. The iron and steel
composite also reflected the rise in scrap by advancing 8 cents to $39,89.
The finished steel composite continued unchanged at $61.70.

Steel ingot production for the week ended July 12, is placed
at 789, of capacity, according to the “Wall Street Journal”
of July 15. This compares with 709 in the previous week,
and with 75% two weeks ago. The “Journal’” further
reported: :

United States Steel is estimated at 81%, against 80% in the week before
and 86% two weeks ago. Leading independents are credited with 76%,
compared with 62% in the preceding week and 66 4 % two weeks ago.

The following table gives a comparison of the percentage of production
with the nearest corresponding week of previous years, together with the
approximate changes, in points, from the week immediately preceding:

Independents
+14

Industry

AN
I+ +4++ +
DOCO =N DD

AN
1+ [ ++++
[l S SRR

++ | L+t
et BN DD bt DD B OO = 00
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1932 not available,

The Week with the Federal Reserve Banks

During the week ended July 14 member bank reserve
balances increased $101,000,000. Additions to member
bank reserves arose from decreases of $67,000,000 in money
in circulation, $7,000,000 in Treasury cash, other than in-
active gold, $11,000,000 in Treasury deposits with Federal
Reserve banks, and $10,000,000 in nonmember deposits
and other Federal Reserve accounts, and an increase of
$7,000,000 in Reserve bank credit. IExcess reserves of
member banks on July 14 were estimated to be approximately
$960,000,000, an increase of $80,000,000 for the week.
Inactive gold included in the gold stock and in Treasury
cash amounted to $1,191,000,000 on July 14, an increase of
$46,000,000 for the week.

The statement in full for the week ended. July 14 in com-
parison with the preceding week and with the corresponding
date last year, will be found on pages 390 and 391.

Current Events and Discussions

- U. 8. Government securities

Other Reserve bank credit

. Changes in the amount of Reserve bank credit outstand-
ing and related items during the week. and the year ended
July 14, 1937, were as follows:

Increase (+) or Decrease (—)
nce
July 14.s 1937  July 1, 1937  July 15, 1936

$
Bills discounted. .o vouvennn — 15,000,000  --2,000,000 12,000,000
Bills bought 3 4,000,000 +-1,000,000
2,526,000,000 -96,000,000
—7,000,000

22,000,000
5,000,000 5,000,000

18,000,000
. 2,585,000,000 +7,000,000 107,000,000
.12,423,000,000 47,000,000 +1,794,000,000
-1 55,000,000

- 2,551,000,000 ,000,000

Member bank reserve balances 6,928,000,000 -}-101,000,000 4-1,056,000,000
Money in circulation........ . 6,457,000,000 —67,000,000 --267,000,000
Treasury €ash ..o ovreeun. wen-w 3,550,000,000 39,000,000 +1,122,000,000
Treasury deposits with ¥. R. bank.. 90,000,000 -—11,000,000 ~—503,000,000

Non-member deposits and other Fed-
eral Reserve accounts 533,000,000 -—10,000,000 12,000,000

Industrial advances (not including
$16,000,000 commitm'ts—July 14)

Total Reserve bank credit
Gold stock
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Returns of Member Banks in New York City and
Chicago—Brokers’ Loans

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

ASSETS AND LIABILITIES OF WEEKLY REPORTING MEMBER BANKS
IN CENTRAL RESERVE CITIES

New York City—— «————Chicag
July 14 July 7T July 15 July 14 July 1
1937 1937 1936 1937 1937
(In Millions of Dollars)

Assets— 3 $ $ $
Loans and investments—total.. 8,325- . 8,417 8,884 1,979
Loans—total 3,959 4,000 3,279 674

Commercial, industrial, and

agricultural loans:
On securities
Otherwise secured & unsec'd

Open market paper

Loans to brokers and dealers 1,207 48

Other loans for purchasing or

carrying securities. 279 78

Real estate loans.. 14

Loans to banks 73 2

Other loans:

On securities . oo occcu-n 24

Otherwise secured & unsec'd 36
U. 8. Govt. direct obligations. .. 919
Obligations fully guaranteed by

United States Government 95
Other securities. ... 291
Reserve with Fed Egg

' 152
Other assets—net. 61
. Liabilities—

Demand deposits—adjusted.... 1,511
Time deposits 454
United States Govt. deposits... 34

Inter-bank deposits:
553

Volume 145

PRI
July 16
1936

$
1,963
666

$
2,037
558

239
1,519
162
1,147

230 i 31
1,491 i 413
164 » 28

Domestic banks
Foreign banks.. .
Borrowings. - - ——-=
Other liabilities. b 19
Capital account, 239

* Comparable figures not available.

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

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

In the following will be found the comments of the Board
of Governors of the Federal Reserve System respecting the
returns of the entire body of reporting member banks of
the Federal Reserve System for the week ended with the
close of business July 7:

The condition statement of weekly reporting member banks in 101
leading cities shaws the following principal changes for the week ended
July 7: Decreases of $332,000,000 in demand deposits-adjusted and
$70,000,000 in government deposits, and an increase of $124,000,000 in
deposits credited to domestic banks; a decrease of $73,000,000 in loans
and investments, and a decrease of $122,000,000 in reserve balances with
Federal Reserve banks.

Commercial, industrial and agricultural loans show little change for
the week. - Loans to brokers and dealers in securities declined $20,000,000
at reporting member banks in New York City and $22,000,000 at’all
reporting member banks, - Loans to banks increased $12,000,000 in New
York City and $13,000,000 at all reporting member banks. “‘Other loans”
declined $14,000,000 in New York City and $12,000,000 at all reporting
member banks.

Holdings of United, States Government direct obligations increased
$18,000,000 in the Richmond district and declined $9,000,000 in the San
Francisco district and $8,000,000 in the Boston district, all reporting
member banks showing a net decrease of $4,000,000 for the week. Hold-
ings of obligations fully guaranteed by the United States Government de-
clined $8,000,000 in New York City and $11,000,000 at all reporting
member banks. Holdings of “Other securities” declined $15,000,000 in
New York City and $32,000,000 at all reporting member banks.

- Demand deposits-adjusted declined in nearly all districts, the principal
decreases being $232,000,000 in New York City, $25,000,000 in the Cleve-
land district, $24,000,000 in the San Francisco district and $23,000,000
in the Chicago district. Time deposits increased $24,000,000 in New
York City and $14,000,000 at all reporting memher banks, and declined
$10,000,000 in the San Francisco district. Government deposits declined
in nearly all districts, the principal decrease being $42,000,000 in New
York City and the total decrease being $70,000,000. Deposits credited
to domestic banks increased in all districts, the principal increases being
$28,000,000 in New York City and $22,000,000 in the Kansas City district,
and the total increase being $124,000,000. Deposits credited to foreign
banks increased $16,000,000 in New York City and $21,000,000 at all
reporting member banks.

Borrowings of weekly reporting member banke amounted to $9,000,000
on July 7, compared with none the week before.

A summary of the principal assets and liabilities of the
reporting member banks, together with changes for the
week and year ended July 7, 1937, follows:

Increase (+) Sf’:mDecraasa (G

July 7, 1937
Assets— $

Loans and Investments—total. . ..22,217,000,000
Loans—total 9,734,000,000
Commercial, industrial, and agri-
cultural loans:
On securities. ...cuceuacaan -. 561,000,000
Otherwise secured and unsec'd 3,772,000,000
Open market paper. 462,000,000
Loans to brokers and dealers in
securities 1,425,000,000

June 33, 1937 July Ss. 1936
—73,000,000 —245,000,000
—26,000,000 +1,377,000,000

—5,000,000 .
17,000,000 .
—5,000,000 .

—22,000,000 +265,000,000

Chronicle 355..

Increase (+)Sfr Decrease (—)
nce
July 7,51937 June 30.‘1937 t July 8.‘ 1936

Loans—(Concluded)
Other loans for purchasing or
carrying securities. .
Real estate loans..
Loans to banks
Other loans:

713,000,000
1,168,000,000
111,000,000

On securities 728,000,000

Otherwise secured and unsec'd = 794,000,000

U. 8. Govt. direct obligations.... 8,297,000,000
Onligations fully guaranteed by !

United States Government....... 1,141,000,000
Other securities 3,045,000,000
Reserve with Fed., Res. banks.... 5,278,000,000
Cash in vault. 314,000,000
Balances with domestic banks.... 1,743,000,000

Liabilities—
Demand deposits—adjusted......
Time deposits. e eicacuanann -
United States Government deposits
Inter-bank deposits:

Domestic banksS..coua.

Foreign banks. . -
BOITOWINgS. e eccnmnenmenmmsmmm—

—1,000,000 b
—1,000,000 421,000,000
+-13,000,000 +53,000,000

—8,000,000 *
—4,000,000 *
—4,000,000 —1,196,000,000

—11,000,000 —136,000,000
—32,000,000 —290,000,000
—122,000,000 +606,000,000
+11,000,000 —84,000,000
—40,000,000 —744,000,000

14,855,000,000
5,249,000,000
477,000,000

5,140,000,000
637,000,000
9,000,000

a—332,000,000
414,000,000
a—70,000,000

a-+124,000,000
21,000,000
+9,000,000

225,000,000
250,000,000
—359,000,000

—934,000,000
201,000,000
+9,000,000

* Comparable figures not available. a June 30 figures revised (Chicago district).
B e v

Non-Intervention Committee Considers British Pro-
posals to Govern International Action Toward
Rival Forces in Spanish Civil War—Plan Would
Grant Belligerent Status to Both Sides

The International Non-Intervention Committee met at
London yesterday (July 16) to consider proposals offered by
the British Government, designed to continue control of
shipments of arms and ammunition to belligerents in the
Spanish civil war. Progress of the war was reported in the
“Chronicle’ of July 10, pages 205 and 206. Loyalist forces
this week continued their drive areund Madrid, but although
their airplanes recorded several important victories, the
defense of the rebel troops stiffened, and the Loyalist ad-
vance was retarded.

From London yesterday (July. 16) United Press advices
said:

The 27 nations represented on the Spanish Non-Intervention Committee
agreed unanimously today to accept as a basis of discussion a new British
proposal designed to revive the moribund non-intervention agreement.

The committee adjourned at 5:10 o’clock after hearing the French and
Russian Ambassadors accept the plan in principle. Previously, Italy and
Germany did likewise.

The British plan now will be referred to the chairman’s sub-committee
for consideration, probably on Tuesday. It provides for reimposing
neutrality control along the coasts and frontiers of Spain.

Italy and Germany eased the situation by agreeing to the plan at a
morning session of the committee.

The British proposal submitted to the Non-Intervention
Committee was a compromise intended to satisfy France,
Germany and Italy. It would grant belligerent rights to
both Loyalists and rebel sides. A London dispatch of
July 14 to the New York ‘“‘Times” (from Frederick T.
Berchall) outlined the plan as follows: = '

The proposals are a miracle of compromise, with a string of attachments
such as the British excel everybody elsein devising. They grant belligerent
rights to Salamanca, as well as to Valencia, thus pleasing the Italians and
Germans and displeasing the Russians and the French, But the grant is
conditional on a whole lot of things.

Contraband is to coincide with the articles prohibited under the non-
intervention agreement, but this list may be added to by negotiation.
Ships carrying non-intervention observers are to be exempt from stop-
page—unless they are engaged in unneutral service in carrying military
intelligence, which presumably can only be proved after stoppage.

Volunteers to Be Withdrawn

Belligerent rights are to be granted anyway only after the committee
has unanimously approved the withdrawal of volunteers as defined in
the report of its technical subcommittee and has agreed that the with-
drawal is proceeding satisfactorily.

Land control is to be established, but the naval patrol is to be dropped.

- Instead neutral observers are to be stationed in Spanish ports with the
consent of the parties in control—which still has to be obtained. Air
control is to be *‘further studied.”

The idea behind the proposals is obvious enough. If they can be adopted
the “principle’” of non-intervention is safe for the time being. There is
endless opportunity to quarrel over the details—the list of contraband
articles alone affords such opportunities—during which diplomacy will still
be in control and an explosion will be unlikely.

Nothing previously has shown more clearly British determination to
isolate the Spanish conflict and to keep her own skirts clear of the con=
sequences of it no matter what may be the effect on the one side or the other.

“In submitting this schemse,” says the British Government synopsis,
“they (the Government) would make one observation. It is admittedly
a compromise between varying points of view; it can only be successful if
it is accepted by the Governments concerned in a spirit of compromise.

Held Chance for Cooperation

“All the Nations represented on the committee have repeatedly expressed
the view that they wish non-intervention in the Spanish conflict to continue.
They have now the opportunity to give to that wish practical effect. Unless
a greater spirit of international cooperation is evident than has been achieved
in the past this scheme will fail and the Nations of Europe will be faced with
a new and infinitely more dangerous situation.

““His Majesty's Government, therefore, urge other Nations represented
on the Non Intervention Committee to give these proposals their imme-
diate consideration and in the event of their being accepted to devote a
real spirit of International collaboration to their practical application.”

The Cabinet approved the proposals this morning before they were
circulated. What the committee will do with them on Friday is still in
doubt tonight but the probability is that the British will be authorized to
open negotiations with the contending factions for their effectuation and
the committee will then adjourn to a future date. 4

The reaction tonight is that the Germans are believed to be favorable
to the proposals.

The Italians are known to be pleased with them.
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The French probably will be bitterly displeased with the¥proposal to
grant belligerent rights to General Francisco Franco but publicly are not
likely to reject the proposals because they are in no position to risk a break

with Great Britain.
The Russians will probably disapprove viclently in the committee but

the more they resist the more they will encourage the four Western powers
to go ahead without them not only in this but in other European problems.

et

Monthly Meeting of Directors of Bank for International
Settlements—Sentiment on France Divided—Next
Meeting Oct. 11

The sentiment of European central bankers toward the
French financial situation appeared divided in the exchange
of views at the monthly meeting of the Board of Directors
of the Bank for International Settlements, Basle, Switzer-
land, held on July 12. Both sides, however, seemed to be
agreed that France hasn’t enough financial weight for the
franc to upset the dollar or the pound, said a wireless account
from Basle, July 12, to the New York “Times” of July 13,
which added: ‘

Only in German circles did one hear fear expressed that the franc at its
worst would weaken the Swiss or Dutch currencies.

There seemed an agreement, too, among bankers, who described the
political situation in Europe now is ‘‘tense because of Spain.” They give
the impression it is worse under the surface than appears but the tendency
is strongly toward believing that peace can be maintained. This hope
seems largely based on the assumption the British and French will not in
any event fight over Spain and if Franco wins he will turn against Italy

and Germany. :
The strongest optimists regarding the franc base their hopes therefor

partly on existing European political tension, arguing that France can now
settle down because the French know they cannot afford to be weakened
with Europe in the condition it is. . L. J. A. Trip, governor of the
Bank of Holland, told the board his country had raised its embargo on gold
and foreign loans, which made a good impression here. Except for this the
board meeting was accupied only with routine matters. Norman, Schacht
and Labeyrie and all the big central bank governors attended.

The next meeting of the directors of the Bank for Inter-
natienal Settlements will be held on Oect. 11.
U L S

Greece to Resume Negotiations for Final Settlement
of Service on External Debt

Speyer & Co., New York, announced on July 15 that they
had received the following announcement from the League
Loans Committee (London):

Greek Ezxternal Debt Service )

With reference to their communique of March 31, last, the Council of
Foreign Bondholders and the League Loans Committee announce that the
Greek Government has undertaken to send representatives to London to
resume direct and unrestricted negotiations regarding a final settlement of
the service of the Greek external debt, including the payment of coupons

which have fallen due since March 31, 1937. The delegation will probably
leave Greece in the course of next week. A further announcement will be

issued in due course.
The March 31 communique was referred to in our issue of
April 3, page 2224.
P —
Uruguay Chamber and Senate Pass Law to Convert
Loans Floated in United States y fa

The following is from an United Press dispatch from
Montevideo, Uruguay, July 14:

The Chamber of Deputies tonight approved a law to convert Uruguayan
loans floated in the United States in 1915, 1921 and 1930 as agreed between
Finance Minister Cesar Charlone and American bondholders.

The Senate passed the law July 8.

: LY P AN,

Drawing for Redemption Sept.1 of $176,000 of Credit
Consortium for Public Works, of Italy External
Loan 7% Gold Bonds, Series B, due March 1, 1947

J. P. Morgan & Co., as fiscal agents, are notifying holders
of Credit Consortium for Public Works, of Italy external loan
sinking fund 79, secured gold bonds, series B, due March 1,
1947, that $176,000 principal amount of these bonds have
been drawn by lot for redemption on Sept. 1, 1937, out of
moneys in the sinking fund. The drawn bonds will be paid
at the principal sum thereof upon presentation and surrender
at.the office of the fiscal agents on and after Sept. 1, 1937,
from which date interest on the drawn bonds will cease.

Attention is called to the fact that on July 12, 1937, $8,000
principal amount of the series, A bonds, due March 1, 1937,
and $10,000 of the series B, previously drawn were still

unredeemed.
PR S——

Member Trading on New York Stock and New York
Curb Exchanges During Week Ended June 19

In the week ended June 19 trading by all members of the
New. York Stock Exchange (except odd-lot dealers) and of the
New York Curb Exchange for their own’acecount, in relation
to total transactions, increased over the preceding week
ended June 12, it was shown in data issued yesterday
(July 16) by the Securities and Exchange Commission. The
number of shares traded in for the account of the members
durlllilg the week ended June 19 was also above the previous
- week.

During the latest week trading on the Stock Exchange for
the account of members (in round-lot transactions) totaled
2,247,170 shares, which amount was 20.61 9 of total trans-
actions on the Exchange of 5,450,420 shares. This com-
pares with member trading during the previous week ended

Number of reports received

Chronicle July 17, 1937

June 12 of 1,423,560 shares, or 19.31%, of total transactions
of 3,685,470 shares. On the Curb Exchange member trad-
ing during the week ended June 19 amounted to 485,530
shares, or 19.659% of the total volume on that Exchange of
1,235,160 shares; during tho preceding week trading for the
account of Curb members of 346,895 shares was 18.439, of
total trading of 940,970 shares. )

The data issued. by the SEC are in the series of current
figures being publisned weekly in accordance with its pro-
gram embodied in its report to Congress last June on the
“Feasibility and Advisability of the Complete Segregation
of the Functions of Broker and Dealer. @ The figures for
the week ended June 12 were given in these columns of
July 10, page 207. In making available the data for the
~week ended June 12 the Commission said:

The figures given for total round-lot volume for the New York Stock
Exchange and the New York Curb Exchange represent the volume of all
round-lot sales of stock effected on those exchanges as distinguished from
the volume reported by the ticker. The total round-lot volume for the
week ended June 19 on the New York Stock Exchange, 5,450,420 shares,
was 6.7% larger than the volume reported on the ticker. On the New
York Curb Exchange, total round-lot volume in the same week, 1,235,160
shares exceeded by 7.6% the ticker volume (exclusive of rights and warrants),

The data published are based upon reports filed with the New York
Stock Exchange and the New York Curb Exchange by their respective
members. These reports are classified as follows:

New York. New York

Stock Curb
Ezchange Ezchange

865
Reports showing transactions:

As specialists *

Other than as specialists

Initiated on floor

*Note—On the New York Curb Exchange the round-lot transactions of specialists
“in stocks in which registered” are not strictly comparable with data similarly
designated for the New York Stock Exchange, since specialists on the New York
Curb Exchange perform the functions of the New York Stock Exchange odd-lot
dealer, as well as those of the specialist.

The number of reports in the various classifications may total more
than the number of reports received because, at times, a single report may
carry entries in more than one classification.

NEW YORK STOCK EXCHANGE—TRANSACTIONS IN ALL STOCKS
FOR ACCOUNT OF MEMBERS * (SHARES)
Week Ended June 19, 1937
Total for Per
Week Cent a
‘Total volume of round-lot sales effected on the Exchange.... 5,450,420

Round-lot transactions of members except transactions of

specialists and odd-lot dealers in stocks in'which registered:

1. Initiated on the floor—Bought. 318,660
Sold

344,240
662,900

208,320
230,260

438,580

Round-lot transactions of speclalists in stocks In which
registered—Bought 555,200

590,490
1,145,690

Total round-lot transactions of members, except transactions

Soot odd-lot dealers in stocks in which registered—Bought.. 1.082,180
1d

1,164,990
2,247,170

Transactions for account of odd-lot dealers in stocks in which
registered:

1 Inround lots—Bought. 292,480
sSold

117,480

409,960

797,913

1,005,768

P 1,803,681

NEW YORK CURB EXCHANGE—TRANSACTIONS IN ALL STOCKS
FOR ACCOUNT OF MEMBERS * (SHARES)
Week Ended June 19, 1937

Total for Per

Centa

Week
Total volume of round-lot sales effected on the Exchange.... 1,235,160

Round-lot transactions of 8, except tra
speclalists in stocks in which registered:
1. Inlstlated on the floor—Bought.

44,550
49,150

93,700

50,595
29,200

79,795

Round-lot transactions of speclalists in stocks in which
sﬂrgglstered—Bought, 141,640
1

170,395
312,035

236,785
248,745

485,530 19.65

75,752

163,857

* The term ‘‘members” Includes all Exchange members, their firms and their
partners, including special partners. :

a Percentage of members’ transactions to total Exchange transactions. In
calculating these percentages the total of members’ transactions is compared with
twice the total Exchange volume for the reason that the total of members’ trans-
nc}lons}!ncludm both purchases and sales, while the total Exchange volume {ncludes
only sales.
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$6956,000 of Kingdom of Norway 6%, External Loan Gold
Bonds Due Aug. 16, 1943, Selected by Lot for
Redemption Aug. 16
The National City Bank of New York, as Fiscal Agent, is
notifying holders of Kingdom of Norway 20-year 6%, sinking
fund external loan gold bonds due Aug. 15, 1943, that there
has been selected by lot for redemption on Aug. 15, 1937, at
par, $695,000 principal amount of these bonds. Drawn
bonds should be presented for payment at the head office of
the bank, 55 Wall Street.
—_——

Odd-Lot Trading on New York Stock Exchange During
Week Ended July 3 as Reported by SEC

A summary was made public on July 9 by the Securities
and Exchange Commission for the week ended July 3, 1937,
of the daily corrected figures on odd-lot transactions of
odd-lot dealers and specialists in stocks, rights and warrants
on the New York Stock Exchange, continuing a series of
current figures being published weekly by the Commission.
The figures for the week ended June 26 were given in our
issue of July 3, page 34. J

The data published are based upon reports filed daily
with the Commussion by odd-lot dealers and specialists.
The follcwing are the Commission s figures for the week
ended July 3: ;
ODD-LOT TRANSACTIONS OF ODD-LOT DEALERS AND SPECIALISTS

IN BTOCKS, RIGHTS AND WARRANTS ON THE NEW YORK STOCK
EXCHANGE, WEEK ENDED JULY 3, 1937

Trade Date Purchases

Sales
(Customers’ Orders to Buy) (Customers’ Orders to Sell)
No. Ord.

27,400

Shares No. Ord. Value

21,496

Shares
534,461 (823,356,994

116,630 | 5,272,285

90,982 | 3,884,814

101,033 | 4,650,473

101,081 | 4,498,118

124,735 | 5,051,304
* *

Value
683,511 ($29,600,921

158,185 6,755,032

113,227 4,940,824

122,031 4,850,202

135,121 6,174,601

154:‘947 6,880,262
*

Total for week _

e e i e

Two New Rules Issued by SEC Under Public Utility
Holding Company Act—Deal with Relationships

The Securities and Exchange Commission announced on
July 14 the issuance of two rules under the Public Utility
Holding Company Act of 1935, dealing with realtionships
between foreign subsidiaries which obtain exemption pur-
suant to Seetion 3(b) of the Act and other holding companies
of the same holding company system. The new rules are
designated Rule 12B-1 and Rule 3D-7. Regarding them,
the announcement of the SEC had the following to say:

Rule 12B-1 is adopted pursuant to Section 12(b) of the Act, which pro-
hibits loans or extensions of credit or agreements to indemnify between
companies of the same holding company system in violation ‘“‘of such rules
and regulations or orders as the Commission deems necessary or appropriate
in the public interest or for the protection of investors or consumers or to
prevent the circumvention of the provisions of this title or the rules, regu-
lations, or orders hereunder.”

Rule 12B-1 is intended to prevent circumvention of the provisions of the
Act resulting from extensions of credit by non-exempt holding companies
and subsidiaries to foreign companies which have been exempted from the
provisions of the Act. This rule prohibits such extensions of credit in
excess of a certain prescribed minimum, unless specifically authorized by
order of the Commission. *

Rule 3D-7 is adopted pursuant to Section 3(d) of the Act, which au-
thorizes the Commission to adopt rules exempting classes of persons from
obligations imposed upon them as subsidiary companies or affiliates and
to provide that persons so exempted shall not be deemed subsidiary com-
panies or affiliates, within the extent of any such exemption.

This rule serves the technical purpose of enlarging the scope of any ex-
emption granted pursuant to Section 3 (b) to a foreign subsidiary company
80 as to include exemption from obligations imposed upon the
foreign subsidiary as an affiliate under Section 9 (a) (2) of the Act, and
also to exempt in certain respects the domestic parent company as to
transactions within the extent of the exemption which may be granted
to its foreign subsidiary.

—— .

SEC Adopts New Form for Registration on an
Additional Exchange .

The Securities and Exchange Commission announced on
July 8 that it has adopted a new registration form under
the Securities Exchange Act of 1934, to be used for the
registration of securities on an additional exchange. This
form, known as Form 8-C, may be used by issuers which
have securities listed and registered on one exchange, and
which desire to have the same or other securities listed and

registered upon another exchange, said the Commission,
which added:

If the securities to be registered on the additional exchange are already
registered on the original exchange, the form requires, in general, the
filing of copies of material previously filed with the original exchange. If,
however, the securities to be registered are of a different class from those
registered on the original exchange, the form requires that in addition
there be filed as an exhibit a statement on the form which would be ap-
propriate for' the registration of such securities on the original exchange.

The Commission also amended Rule JBI under the
Securities Exchange Act by inserting the following rule for
the use of the new form:

Form 8-C for Registration on an Additional Exchange—This form may be
used for applications for registration of securities on an exchange upon
which no securities of the registrant are listed and registered, if

(a) Securities of the registrant are registered pursuant to Section 12 (b),
(c) and (d) on another exchange, and 7

Chronicle

(b) An application on a form other than Form 7, 8-A, 8-B, or 8-C, filed
by the registrant (or by the predecessor of the registrant if the registrant
had securities registered pursuant to an application on Form 8-B) became
effective on such other exchange not more than three vears before the filing
of this application. ;

g e e

New Form Adopted by SEC—Covers American Cer-
tificates Issued Against Securities of Foreign
Issuers Deposited in American Depositaries

Announcement was made on July 8 by the Securities and
Exchange Commission of the ad};ption of a new form,
designated “Form C-3,” for registration under the Securities
Act of 1933 of American Certificates (for example, so-called
American Depositary Receipts for foreign shares or American
participation certificates in foreign bonds or notes) issued
against securities of foreign issuers deposited or to be de-
posited with an American depositary (whether physically
held by such depositary in America or abroad) and of the
foreign securities so deposited. In explanation of the new
form the SEC said:

The form is divided into two parts: Part I, concerning the American
certificates, the depositors, the depositary, and the deposit agreement;
Part II, the issuer of the underlying securities. ' Part II need be filed only
if the sale of the underlying securities, if made directly rather than through
the means of American certificates, would require registration of such
securities. It need not be filed, however, if a registration statement for the
underlying securities is in effect at or before the effective date of the
registration statement on Form C-3.

——————

Moderate Decline in Industrial Activity During June,
Due  Chiefly to Strikes, Noted by National City
Bank of New York—Finds Satisfactory Half Year
in Business

Pointing out that “the month of June has brought a mod-
erate decline in industrial activity, due in part to seasonal
infiuences, but chiefly to the strikes in the steel, automo-
bile and other industries,” the National City Bank of New
York in its July “Monthly Letter” adds that “the shut-
downs involving plants of the Republic, Bethlehem, Youngs-
town and Inland companies reduced steel mill ovnerations
from above 90% of capacity to around 769%.” It is like-
wise noted that “automobile production has dropped about
15% from the spring peak; probably half of the decline is
attributable to seasonal trends,” says the bank, “and the
remainder to the labor troubles, which have harassed Gen-
eral Motors in particular. It has been impossible for some
producers to turn out as many cars as their orders on hand
would justify.”

In the consumers’ goods industries the bank states “pro-
duction is receding from the spring peak though still at a
rate well .above a year ago, with factories working on old
orders.” The bank observes that “retail trade has run
ahead of last year by about the same margin as heretofore,
starting the month better but slackening later.”

In surveying the half-year record, the bank says, in part:

Except for the prevalence of labor disturbances, the facts given in this
brief summary hardly seem to warrant much concern as to the business
situation. It is a frequent observation, however, that business sentiment
is not as good as the business facts, especially in quarters .influenced by
the declines in the security markets. In conjunction with the labor
troubles, these declines have tended to spread conjecture as to the fall
prospect, and it is the usual thing to take fresh stock of the situation
during the off-season.

The month of June completed a very satisfactory half-year in business,

. during which industrial production, employment and payrolls, the volume
of trade, and business earnings were all higher than in any like period
since the beginning of the depression. Sew

Manufacturers of goods of everyday use have enjoyed a phenomenal
activity, exceeding the 1929 peak, which is practical evidence as to the
improved balance in price relationships and the other elements that affect
the exchange of goods. The industries have been spending more for
betterments and expansion, and this has carried the recovery forward in
lines hitherto lagging.

This improvement is all on record. It does not represent an abnormal
expansion of business, when measured against the needs to be filled and
the capacity available to fill them, or when compared with the past; and
if the industries are allowed to operate with efficiency, keep their costs
down, and price their goods at levels that will keep trade going, there
will be little concern as to business in the second half-year.

The apprehensions aroused by the labor situation are also
discussed by the bank, which says: “If the labor situation
leads to pronounced increases in the cost of production,
either through wage increases or loss of efficiency, it will
have an adverse effect on trade; for it will either cut into
business earnings or compel price advances which will
check the sale of goods. This is the chief cause of appre-

hension.”
[ S —

Volume of Bankers’ Acceptances Dropped $21,592,124
During June to $364,203,843 June 30—However,
Showed Gain of $47,772,111 Over Year Ago

During June the volume of bankers’ aceeptances decreased
$21,592,124 to $364,203,843 June 30 from $385,795,967
May 29, according to the monthly report of the Acceptance
Analysis Unit of the Federal Reserve Bank of New York,
issued July 13. This is the fourth consecutive month in
which acceptances outstanding were below the previous
month. However, the volume outstanding at the close of
the latest month was $47,772,111 above the figure for
June 30, 1936, of $316,431,732.
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The decline during June in the volume was due to losses
in all classifications of credit excepting those drawn for
dollar exchange. The year-to-year gain is attributed to
increased credits for imports, exports, domestic shipments
and domestic warehouse credits. The report for June 30
vﬁa;kissued as follows by the New York Federal Reserve

ank: |

BANKERS" DOLLAR ACCEPTANCES OUTSTANDING—UNITED STATES
st —BY FEDERAL RESERVE DISTRICTS

Federal Reserve District June 30, 1937
$39,476,584
267,766,349

16,225,364
1,799,052
768,094
1,735,244 ’

7: 12,548,126 16,816,002
8. 318,221 521,859 434,418
9 1,438,920 991,582 1,825,132

10. Kansas City 19,501

11. 521,871 2,073,688 583,654

12, San Franclsco. 21,606,018 23,824,892 17,873,329

$316,431,732

Grand total $364,203,843 | $385,795,967
Decrease for month, $21,592,124. Increase for year, $47,772,111.
ACCORDING TO NATURE OF CREDIT

May 29, 1937

. $41,966,163
2'{9.268.698

June 30, 1936

$32,370,693
232,668,334
10,895,629
1,540,874
622,449
781,717

1. Bost
2. New York
3. Philadelphia
Cleveland

1,682,475
15,164,905

June 30, 1937

$1567,034,626
* 76,988,528
12,638,827
42,035,052

May 29, 1937

$167,505,817
80,781,962
13,053,761 9,381,012
48,493,197 39,548,307
1,484,389 1,371,679 1,564,361

74,022,521 74,589,551 85,165,911

BILLS HELD BY ACCEPTING BANKS

Own bills -
Bills of others

June 30, 1936

$106,780,471
73,991,670

Domestic warehouse credits,

Dollar exchange

Based on goods stored in or shipped
between foreign countries. . ...

--$129,890,259
- 142,813,604

1 $272,703,863
Decrease for month.. 22,777,508

CURRENT MARKET RATES ON PRIME BANKERS ACCEPTANCES
JULY 13, 1937

Dealers' Dealers’ Dealers’ Dealers’

Buying Rate| Selling Rate
120_ 9-16 l %

Buying Rale| Selling Rate I Days—

7-16
7-16
7-16

150. 5% 9-16
180.-. - % 9-16

The following table, ecompiled by us, furnishes a record
of the volume of bankers’ acceptances outstanding at the
close of each month since June 29, 1935:

1936—
$376,804,749  Nov. 30

-- 359,004,507 .

-- 343,694,299
330,631,460
316,531,732
315,528,440 | Mar. 31.

396,957,502 308,112,141 | Apr. 30.

315,000,590 | May 29.

384,146,874 Oct. 31..... 330,205,152 | June 30.

—_———

$343,285,933
- 320,890,746
321,807,411
327,834,317
362,084,286
387,373,711

$349,053,490
372,816,963

387,227,280
401,107,760
306,471,668
395,031,279
385,795,967
364,203,843

Institute of International Finance Finds United
States Losing Importance as Creditor Nation—
—Reports $7,022,149,980 of Foreign Dollar Bonds
Outstanding in Country at End of 1936, Against
$7,490,413,280 Year Before .

“The drop in the outstanding amount of foreign dollar
bonds publicly offered in the United States indicates the
declining importance of the United States as a creditor
Nation,” states the Institute of International Finance in
its annual “Statistical Analysis of Publicly Offered Foreign
Dollar Bonds.” The Institute, which is conducted by the
Investment Bankers Association of America in cooperation
with New York University, reported that there were
$7,022,149,980 of the bonds outstanding at the close of 1936
as compared with $7,490,413,280 at the end of 1935. - It
said: .

New issues of foreign dollar bonds totaled $164,500,000. They repre-
sented primarily refunding operations by political bodies that have paid
their contractual -debt service charges in full and were thus able to take
advantage of the low interest rates prevailing in the American markets.
In the absence of new foreign lending, the operations of sinking funds
and the conversion of external dollar bonds into internal debt brought
" about the reduction in the total of foreign dollar bonds outstanding. Due
to repatriation and purchases of bonds by foreigners, however, it is esti-
mated that not more than $3,862,182,490, or about 55% of the total
outstanding foreign dollar bonds, are actually held in the United States.

The default position of the bonds outstanding has become slightly
worse since the end of 1935. "At that time, 38.2% of the bonds outstand-
ing were in default as to interest. As of the end of 1936 the correspond-
ing figure was 39.5%. This increase can be accounted for by the new
Polish and Province of Alberta defaults, together with the retirement of
bonds not in default. In absolute figures the total principal amount of
bonds in default as to interest at the end of 1936 was $2,770,863,120.
There were $190,479,140 of bonds in default as to principal and $72,-
700,500 in default only as to sinking fund.

On $1,456,850, or on 52.5% of the total in default as to interest,
some form of payment was offered for the coupons due. Payments were
offered either partially in cash, partly in cash and partly in funding
bonds, to the full amount in funding bonds or, in the case of Hungary,
in blocked pengos. The amount received in cash for coupons maturing
in 1936 was equivalent to 63.4% of the contractual amount due. This
was equivalent to an actual rate of return of 8.583% on all foreign dollar
bonds outstanding as compared to a contractual rate of 5.57%.

Of the total foreign dollar bonds in default as to interest, 53.3% were
of Latin American and 42.1% of European obligors, the latter chiefly
German. An analysis by types of obligors reveals that corporate bonds
represent 41.1% of the total in default and that 38.4% consists of national
government issues. These percentage distributions are similar to those for
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1935. An inclusive figure of the total face value of interest coupons
defaulted since 1931 indicates that 58.7% of the total amount, due has
still not been paid in any form whatever. In many instances, however,
negotiations are being carried on by the Foreign Bondholders Protective
Council, Inc., or by various bondholders’ committee, and it is hoped that
with the world-wide improvement in economic conditions, provision for the
resumption of debt-service payments and for the settlement of past due
coupons will be made, with a consequent better showing on American
foreign portfolio investments. | =

The “Statistical Analysis of Publicly Offered Foreign
Dollar Bonds,” which is Bulletin No. 93 in the Institute’s
series, is another of its special bulletins on securities in

default.
—_——

Fluctuations in June in Excess Reserves of Member

Banks Noted in July “Bulletin’’ of Governors of
Federal Reserve System—Bank Loans to Cus-
tomers Increase—Rates Thereon Near Low Level
of Last Year

In June excess reserves of member banks showed consid-
erable fluctuations, it is noted in the July issue of the Fed-
eral Reserve “Bulletin” issued by the Governors of the Fed-
eral Reserve System, which goes on to say that “these re-
serves, which had been at about $900,000,000 since May 1,
when the final increase in reserve requirements went into
effect, declined by $180,000,000 during the week ended
June 16, as a result of Treasury operations around the mid-
June financing.” The “Bulletin” adds:

The decrease reflected a reduction of $120,000,000 in total balances of
member banks with the Reserve banks and an increase of about $60,000,000
in required reserves owing to a growth in Treasury balances at depositary
banks. During the following week excess reserves increased to $810,-
000,000. These changes had little effect in the money market and caused
no advances in money rates. Rates on bankers’ acceptances declined
slightly in June,

From the “Bulletin’s” “Review of the Month” we also
quote, in part, as follows:

- Rates on Customer Loans

During the first quarter of this year open-market rates for money ad-
vanced somewhat from the extreme low levels of the latter part of 1936,
but this stiffening in open-market rates was not reflected in changes in
rates charged by banks to their customers. Rates on customer loans as
reported by banks in 86 leading cities have continued in recent months
near the low level reached last year. The open-market rate on com-
mercial paper increased from 3 of 1%, which had prevailed since the
beginning of 1935, to 1% in the latter part of March, but customer rates
on the average showed little change.

This is in accordance with usual developments. Open-market rates
quickly reflect changes in credit conditions, while customer rates are
usually much slower to respond. Customer rates had not fully reflected
until last year the extreme monetary ease caused by the growth in excess
reserves and the decline in the demand for credit during the depression.
From the latter part of 1929 to the beginning of 1935 open-market com-
mercial paper rates fell sharply, while customer rates showed a much
smaller decline. In 1935 and 1936, on the other hand, open-market rates
remained steady at a low level, while customer rates continued to fall,
though not to the extremely low level reached by open-market rates.

In 1929 customer rates in leading cities were close to 6%. By the
summer of 1936 they had fallen in New York to below 234%, and have
remained near that level since that time. In other leading cities there
were further reductions in customer rates in the latter half of 1936, and
this year they have averaged about 333% in eight other northern and
eastern cities and about 4%% in 27 southern and western cities.

. Treasury Financing

During the first five months of 1937 the Treasury increased the public
debt by about $800,000,000 and reduced its working balance by $900,-
000,000. In order to replenish the working balance, the Treasury on
June 15 sold $850,000,000 of Treasury notes. The offering was divided
equally into two issues, one maturing on Sept. 15, 1939, and the other
on March 15, 1942. Receipts from these new issues, together with income
taxes and other revenues in June, were utilized for meeting current expen-

_ditures, for purchases of gold, and for the redemption of $300,000,000 of

Treasury bills, and in addition the working balance of the Treasury in-
creased by $500,000,000. |
"Member Bank Credit

Bank loans to customers for business purposes have continued to in-
crease. At reporting member banks in leading cities the increased demand
for commercial loans was reflected through May 12 in so-called “other’”
loans, and since that time in the newly reported item of ‘‘commercial,
industrial, and agricultural loans.” Until June commercial loans increased
both at banks in New York City and other banks, but in the four weeks
ending June 23 the further increase was confined to banks in New York
City. In this period New York reporting banks also showed a further
increase in loans to brokers and dealers in securities. These loans have
increased during most of the period since last November and for all report-
ing banks are now about $320,000,000 larger than at that time.

Member bank holdings of United States Government securities, after
declining sharply in the first quarter of the year, showed further slight
reductions until June, when they increased. On June 15 reporting mem-
ber banks in leading cities purchased a considerable part of the $850,-
000,000 of notes issued by the Treasury. Subsequently a part of the notes
purchased was resold to other invéstors, and bank holdings of Treasury

‘bills also declined owing to the repayment by the Treasury of maturing

bills. As a net result of these transactions, holdings of direct obligations
of the United States Government at reporting member banks increased
during the two weeks ending June 23 by $120,000,000, all of which was
in leading cities outside New York and Chicago.

Payment for the new Treasury notes acquired by banks was made largely
through crediting the deposit accounts of the Treasury, with the conse-
quence that United States Government deposits at reporting member
banks increased by $440,000,000 in the week ending June 16. Govern-
ment deposits in these banks, which had declined from $700,000,000 at
the beginning of the year to a small figure by the middle of June, were
restored to $550,000,000 by June 23.

Disbursements by the Treasury of its bank balances largely accounted
for the increase in adjusted demand deposits at reporting member banks
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since March., As the Treasury drew upon its balances, which are not
included in adjusted demand deposits, funds were transferred to private
accounts -and were -added to these deposits.

Balances due to banks, following a decline from March through the early
part of May in connection with adjustment by interior banks to the raising
of reserve requirements, showed little change thereafter in New York but
outside New York they continued to decline through the first part of
June. On June 23 balances due to banks by all reporting member banks
were somewhat less than $5,000,000,000, as compared with a level of
about $6,000,000,000 during the latter half of 1936 and the opening
months of this year and with an average level of about $3,000,000,000
for several years prior to 1934.

P L E—

New Offering of Treasury Bills in Two Series to Amount
of $100,000,000—$60,000,000 of 148-Day Bills and
$60,000,000 of 273-Day Bills—Both Series to be
Dated July 21, 1937

Announcement of a new offering of two series of Treasury
bills, both to be dated July 21, 1937, in amount of $100,000,-
000, or thereabouts, was made on July 15 by Secretary of the
Treasury Henry Morgenthau Jr. Tenders to the offering
will be received at the Federal Reserve banks, or the branches
thereof, up to 2 p.m., Eastern Standard Time, Monday,
July 19, but not at the Treasury Department, Washington.

There is a maturity of Treasury bills on July 21 in amount
of $50,060,000. The new bills to be dated July 21 will be
148-day bills, maturing Deec. 16, 1937, and 273-day bhills,
maturing April 20, 1938; each series will be offered in amount
of $50,000,000 or thereabouts. The bills will be sold on a
discount basis to the highest bidder, and on their maturity
dates will be payable without interest at their face amount.
Bidders are required to specify the particular series for which
each tender is made, Secretary Morgenthau pointed out.
His announcement of July 15 also said:

. The bills will be issued in bearer form only, and in amounts or denomina~
tions )ol $1,000, $10,000, $100,000, $500,000, and $1,000,000 (maturity
value). ;

No tender for an amount less than $1,000 will be considered. Each tender
must be in multiples of $1,000. The price offered must be expressed on the
basis of 100, with not more than three decimal places, e. g., 99,125. Frac-
tions must not be used.

Tenders will be accepted without cash deposit from incorporated banks
and trust companies and from responsible and recognized dealers in invest-
ment securities, Tenders from others must be accompanied by a deposit of
10% ef the face amount of Treasury bills applied for, unless the tenders are
accompanied by an express guaranty of payment by an incorporated bank or
trust company.

Immediately after the closing hour for receipt of tenders on July 19, 1937,
all tenders received at the Federal Reserve banks or branches thereof up to
the closing hour will be opened and public announcement of the acceptable
prices for each series will follow as soon as possible thereafter, probably on
the following morning. The Security of the Treasury expressly reserves the
right to reject any or all tenders or parts of tenders, and to allot less than
the amount applied for, and his action in any such respect shall be final.
Any tender which does not specifically refer to a particular series will be
subject to rejection. Those submitting tenders will be advised of the ac-
ceptance or rejection thereof. Payment at the price offered for Treasury
bills allotted must be made at the Federal Reserve banks in cash or other
immediately available funds on July 21, 1937.

The Treasury bills will be exempt, as to principal and interest, and any
gain from the sale or other disposition thereof will also be exempt from all
taxation, except estate and inheritance taxes. No loss from the sale or
other disposition of the Treasury bills shall be allowed as a deduction, or
otherwise recognized, for the purpose sof any tax now or hereafter imposed
by the United States or any of its possessions.

Treasury Department Circular No. 418, as amended, and this notice pre-
scribe the terms of the Treasury bills and govern the conditions of their issue

——

Tenders of $262,183,000 Received to Offering of $100,-
000,000 of Two Series of Treasury Bills—$50,060,000
Accepted for 166-Day Bills at Rate of 0.419%, and
$60,000,000 for 273-Day Bills at Rate of 0.514%,

Of tenders totaling $262,183,000 received to the offering
of $100,000,000, or thereabouts, of two series of Treasury
bills, dated July 14, 1937, Secretary of the Treasury- Mor-
genthau announced on" July 12 that $100,060,000 were
accepted. The tenders to the offering, which was referred
to in our issue of July 10, page 209, were received at the
Federal Reserve banks and the branches thereof up to
2 p. m,, Eastern Standard Time, July 12. Each series of the
bills was offered in amount of $50,000,000, or thereabouts;
one series was 155-day bills, maturing Dec. 16, 1937, and the
other 273-day securities, maturing April 13, 1938,

Details of the bids to the two issues of bills were made
available as follows on July 12 by Secretary Morgenthau:

155-Day Treasury Bills, Maturing Dec. 16, 1937
For this series, which was for $50,000,000, or thereabouts, the total
amount applied for was $120,248,000, of which $50,060,000 was accepted.
The accepted bids ranged in price from 99.872, equivalent to a rate of
about 0.297% per annum, to 99.813, equivalent to a rate of about 0.4349%
per annum on a bank discount basis. Only part of the amount bid for
at the latter price was accepted. The average price of Treasury bills
of this series to be issued is 99.819, and the average rate is about 0.419%
per annum on a bank discount basis.
2738-Day Treasury Bills, Maturing April 13, 1938
For this series, which was for $50,000,000, or thereabouts, the total
amount applied for was $141,985,000, of which $50,000,000 was accepted.
Except for three bids totaling $700,000, the accepted bids ranged in
price from 99.700, equivalent to a rate of about 0.8396% per annum, to
99.597, equivalent to a rate of about 0.531% per annum on a bank dis-
count basis. Only part of the amount bid for at the latter price was
accepted. The average price of Treasury bills of this series to be issued
is 99.610, and the average rate is about 0.5149% per annum on a bank
discount basis. i
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$24,370,000 of Government Securities Purchased by
Treasury During June

Net market purchases of Government securities for Trea~

sury investment accounts for the calendar month of June,

1937, amounted to $24,370,400, Secretary of the Treasury

Morgenthau announced July 15. This compares with $3,-

853,550 of the securities purchased during

May.

$19,025,000 purchased
15,794,000 purchased
30,465,400 purchased
15,466,700 purchased
3,794,850 purchased
47,438,650 purchased
27,021,200 purchased
5,912,300 purchased
24,174,100 purchased

-$5,420,800 purchased
- 1,300,000 purchased
-41,049,000 purchased
-21,990,000 sold
---23,326,525 purchased
8,765,500 purchased
33,426,000 purchased
---35,439,000 purchased
-..60,085,000 purchased
---17,385,000 purchased
---18,419,000 sold
5,275,200 purchased

18,546,850 purchased
.- 4,500,600 purchased
32,702,150 purchased

—ee

U. S. to Sell Gold to Brazil Up to Total of $60,000,000—
Under Agreement Between Secretary Morgenthau
and Brazilian Finance Minister, U. S. Will make
Dollar Exchange Available to Brazil to Promote
Stabilization—Plans Designed to Facilitate Crea-
tion in Brazil of Central Reserve Bank—Secretary
Hull’s Statement Regarding Trade Agreements

In a joint statement issued at Washington on July 15,
Secretary of the Treasury Henry Morgenthau and Brazilian
Finance Minister Arthur de Souza Costa announced that
they were entering into an agreement whereby the United
States would sell gold to Brazil up to a total of $60,000,000,
and that the United States will make dollar exchange avail-
able to Brazil to promote ‘‘exchange equilibrium.” Aceord-

ing to the statement the agreement is also designed ‘“to
facilitate the establishment by the United States of Brazil
of a Central Reserve Bank.” A joint statement was likewise
issued on July 15 by Secretary of State Cordell Hull and Fin-
ance Minister de Costa in which they declared their intention
of continuing the present reciprocity trade agreement in force,
“and of bending every effort towards the attainment of its
objectives.”

. In Associated Press accounts from Washington, July 15
it was stated:

The statment did not mention Germany, which some trade experts
contend has been subsidizing exports and thereby boosting sales to Brazil
faster than this country. It is no secret, however, that German com-
petition has been a subject of recent discussion between the American and
Brazilian officials. Within recent months that competition has extended
to automobiles, typewriters, calculating machines, office equipment and
machinery. ; ’

Barbossa Carneiro, spokesman for Brazilian officials here, declared to-
day's development signify no change in Brazil's relations with Germany,
however. He said a pact between Brazil and Germany ended a month
ago but that there will be negotiations for its continuance.

Joint Brazilian-American committees of trade representatives are to be
established in Rio de Janeiro and in New York or Washington, it was
announced, to assist in meeting any obstacles to natural trade development
between the two countries.

Secretary Morgenthau explained, after signing the agreement with Brazil,
that that country will purchase gold with United States dollars which it is
at liberty to obtain anywhere in the world. It might obtain dollars through
its favorable trade balance with this country, he said.

When Brazil is provided with the gold, Morgenthau continued, the
Treasury will advance dollars as required, retaining the gold as collateral.

_ The statement issued by Messrs Morgenthau and Costa,
is given herewith:

The Secretary of the Treasury of the United States of America and the
Minister of Finance of the United States of Brazil are entering into an agree-
ment under which: )

1. The United States undertakes to sell gold to Brazil at such times
and in such amounts as the Brazilian Government may request, up to a
total of $60,000,000; .

2. The United States wiil make dollar exchange available to the Govern-
ment of Brazil or its fiscal agent, under conditions which safeguard the in-
terests of both countries, for the purpose of promoting exchange equili-
brium.

The agreement is designed to promote the development of conditions
favorable to the maintenance of monetary equilibrium between the two
countries and to facilitate the establishment by the United States of Brazil
of a central reserve bank as a part of the program of the Brazilian Govern-
ment for improving the financial structure of the Nation to meet the needs
of its expanding economy.

In recent years there has occurred a notable improvement of the trade
and financial position of Brazil. It is a matter of gratification both to the
Secretary of the Treasury and the Finance Minister that this favorable de-
velopment of the Brazilian economy makes feasible at this time this im-
portant step.

Both the Secretary of the Treasury and the Minister of Finance are
pleased to have had this opportunity to extend the field of cooperation be-
tween their countries and, in accordance with their conversations, the
Secretary of the Treasury stands ready to supply such technical assistance
as Brazil may care to avail itself of in connection with the organization of
the new bank.

From the New York “Times” we take as follows the joint
statement issued by Secretary Hull and Minister Costa:

The commercial agreement negotiated between the United States and
Brazil was the first accord—apart from the agreement between the United
States and Cuba—signed under the authority of the Trade Agreement Act.

Under the agreement each country, by lowering various tariff restrictions,
prepared the way for an increase in trade between them. Further, by ex~
changing pledges against the increase in existing duties or the application
of new duties on many products vital in their trade they safeguard their
existing trade.

November

December.
1937—

14,363,300 purchased

5,701,800 purchased

~-119,553,000 uprchased

-11,856,500 purchased

- 3,853,550 purchased

24,370,400 purchased
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I 'The specific trade concessions were no more important from a long-range
view than the type of agreement that was negotiated and the type of trade
policy to which the two Governments committed themselves in this agree-
ment. ’

It is based on the mutual exchange of most-favored-Nation pledges
which guarantee that the products of each country should find opportunity
in the markets of the other on terms no less favorable than the products
of any other country.

The underlying meaning of this pledge is a broad one; to wit, that both
countries gain reciprocal assurances of both the form and substance of
equality of treatment, and that the trade relations between them and the
rest of the world may be enabled to develop with that protection.

|

] In Operation Nearly 2 Years

The agreement has been operative for almost two years. It was both
patural and desirable that advantage be taken by the principals of the
Brazilian Mission in this country, to review its past operations and its
prospects. This has been done in a series of comprehensive discussions in
which both countries have freely explained their position and their problems.

As these conversations come to an end the two Governments declare their
intention of continuing the agreement in force and of bending every effort
toward the attainment of its objectives. Experience has demonstrated that
a number of minor complementary measures are advisable in order to
safeguard its principles and benefits in view of the form of trading pursued
by some other countries. )

Accordingly, they undertake to protect these principles and benefits
against outside competition that is directly subsidized by Governments.

The high convenience was furthermore recognized of the creation of two
joint Brazilian-American committees composed of representatives of the
trade interests of the two countries. One will be established in Rio de
Janeiro and the other in New York or Washington, with the purpose of
studying the best means indicated for developing trade between Brazil and
 the United States, and of securing, within the commitments mutually
entered into by the Government of Brazil and the Government of the United
States in the commercial agreement of Feb, 2, 1935, the most appropriate
solutions in order to overcome the obstacles which might hinder the natural
development of trade between the two countries.

These two joint committees will have independent standing, and the
obligation of reporting to the two- Governments. They will be guided
entirely by the wish to foster trade between the two countries. The two
Governments are convinced that thisinnovation in commercial arrangements
between the two countries, suggested by the President of Brazil, will pro-
vide the basis of experience useful to them both.

The discussion also dealt with certain minor administrative customs
regulations, bearing upon the operation of the agreement. The Brazilian
Mission has undertaken to give full and prompt study to certain of these
regulations with a view toward simplifying or modifying them as may be

found necessary.
This would complete the substantial improvement of customs administra~

tion already made effective by the Brazilian Government.
——

Treasury Department to Sell Gold to China—Agree=~
ment Between Secretary Morgenthauand Dr. H. H.
Kung Also Provides for Additional Purchases by
United States of Silver from China—Representa-
tive Dirksen Seeks Details of Arrangement

Agreement on the part of the United States Treasury to
sell to the Government of China a substantial amount. of
zold, was reached during the past week between Secretary of
the Treasury Morgenthau and Dr. H. H. Kung, Finance
Minister of the Chinese Republic. The announcement of
the agreement on July 9, added that “to aid the Chinese
Government thus to augment its gold reserves, and in ac-
cordance with the terms of the United States Silver Purchase
Act of 1934, the United States Treasury will purchase an
additional amount of silver from the Chinese Government.”

It was further stated that ‘“‘the United States Treasury
will also broaden the scope of the arrangement under which
the Central Bank of China has been enabled, under con-
ditions which safeguard the interests of both countries, to
obtain dollar exchange for currency stabilization purposes.’”

The agreement was made known in 8 joint statement issued
July 9 by Messrs. Morgenthau and Dr Kung in which re-
ference was made to the Monetary Conferences in May, 1936
between Government officials and Representatives of .the
Chinese Minstry of Finance, as a result of which the United
States arranged to purchase silver from the Central Bank of
China, and to make available to the latter dollar exchange
for currency stabilization purposes. That arrangement was
noted in these columns May 23, 1936, page 3436.

Details of the agreement just concluded between the
Treasury and with China were sought on July 13 by Repre-
sentative Everett M. Dirksen (Ill.) in a letter to Secretary
Morgenthau according to a special Washington advice on
that date to the New York “Journal of Commerce’” which
also reported:

The agreement, which contains a foreign exchange credit arrangement,
was today seen possible of cancellation in the event that war-like develop-
ments in the Sino-Japanese situation should necessitate the application of
our neutrality law restrictions to credits and trade.

Mr. Dirksen wants to know how much silver is to be acquired by the
Treasury and at what price and whether the latter accords with world prices
and with that paid for domestic production. He asks how much gold
China will get, whether the agreement contains any provision to take
care of changes in the price of gold, what is the life of the pact and can
it be canceled on notice.

He further asks whether silver certificates will be issued against the
silver so purchased, whether similar agreements are in contemplation with
other so-called silver countries, and finally he raises the question as to what
is the reason for this action at this time. - 'With the possible execption of
the question whether silver certificates would be issued against the silver so
acquired, and answered in the affirmative, Secretary of the Treasury Mor-
genthau has previously declined to answer newspaper inquiries along these
same lines.

In a dispateh July 9 from Washington to the New York
“Times” it was stated:

The new program will consist of purchases of gold from the United States
by the Chinese Government, payment for the gold to be made from the
large silver reserves of the Central Bank of China.

Chronicle July 17, 1937

The gold will come from the Treasury's fund of “sterlized” gold, which
stood at $1,144,510,744 on July 7. This means of “cashing in" on the
Government's huge gold supply was believed to have been welcomed by
fiscal officers. More gold may be taken from the ‘sterilized” fund by a
similar process as a result of negotiations with Brazilian financial officers,
it was believed. ¢ - g |

Mr. Morgenthau said the new silver obtained by the Treasury would be
reflected in an increase of silver certificates. Silver certificates outstanding
as of July 7 amounted to $1,300,498,546. Other silver liabilities of the
Treasury are $1,172,022 in outstanding Treasury notes of 1890 and $41,
653,914 of silver in the general fund.

Against these three liabilities, aggregating $1,343,324,482, the Treasury
on July 7 had $837,781,751 in silver and $505,642,731 in silver dollars,
according to the most recent Treasury statement.

The gold to be purchased by the Government of China will remain in
the United States at various banks, affording a sound reserve for Chinese
currency and a stabilizer of its exchange transactions in other currencies,

Documents giving effect to the new agreement were signed
by Secretary Morgenthau on July 12, at which time the
“Times” Washington advices said: :

It was learned from Treasury officials that the new agreement provides
for extension to China of dollar or yuan exchange without sale of silver to
this country, provided China has gold or silver on deposit here as collateral
for such loans. 'The loans, it was said, would be solely for currency-stabiliza«
tion purposes. It was understood that before the new agreement this credit
could be obtained only against silver actually sold to this country.

This feature of the Chinese agreement would seem to preclude similar
arrangements with Nations which owe war debts to this country, as the
Johnson Act prohibits loans to such debtor Nations.

The joint statement issued as Washington on July 9 by
Secretary Morgenthau and Dr. Kung follows:

The monetary cooperation which resulted from the conference of the Secre-
tary of the Treasury of the United States of America with representatives
of the Chinese Ministry of Finance in May, 1936, has contributed to the
very successful functioning of the new Chinese monetary system with
benefits both to the internal economy of China and to American trade.
. We are now able to announce further progress in monetary cooperation
between the two countries in pursuit of the understanding reached a year ago.
At that time the Secretary of the Treasury, in a public statement, said:

“T feel confident that the monetary program being pursued by the Na-
tional Government of China is not only along sound lines, but constitutes an
important step toward the desired goal of stability of world currencies.

“To supplement their efforts toward that objective and to cooperate
with them in their program of monetary reform and currency stabilization,
and in accordance with our silver purchase policy, we have definitely indi-
cated our witlingness, under conditions mutually acceptable, to make pur-
chases from the Central Bank of China of substantial amounts of silver,
and also to make available to the Central Bank of China, under conditions
which safeguard the interests of both countries, dollar exchange for currency
stabilization purposes.’ .

At the same time, the Minister of Finance of China in a public statement
expressed the firm belief that the new measures of monetary reform which
were then being adopted by the Chinese Government and the arrangements
made with the United States would insure the stability of the Chinese cur-
rency, and this would inevitably lead to greater economic improvement and
prosperity of the Chinese people.

Arrangements have now been made through which the Government of
China will purchase from the United States Treasury a substantial amount
of gold. To aid the Chinese Government thus to augment its gold reserves,
and in accordance with the terms of the United States Silver Purchase
Act of 1934, the United States Treasury will purchase an additional amount
of silver from the Chinese 'Government.

The United States Treasury will also broaden the scope of the arrange-
ments under which the Central Bank of China has been enabled, under
conditions which safeguard the interests of both countries, to obtain dollar
exchange for currency stabilization purposes.

Both the Secretary of the Treasury and the Finance Minister of China
are greatly gratified by the beneficial results to both countries which have
been the consequence of their understanding reached last year, and they are
equally gratified to be able to announce further progress in their cooperation.
It is a source of satisfaction to them that the program of monetary reforms
and currency stabilization in China has been carried out with great success
and has been accompanied by an increase of trade between China and other
Nations, particularly the United States, which occupies the first place in
China's foreign trade.

Because of his desire to express the appreciation of the Chinese Govern-
ment and the people of China, the Chinese Minister of Finance came in
person to the United States to conduct the negotiations which have just been
concluded.

The Secretary of the Treasury greatly appreciates having had this op-
portunity for personal contact with the Finance Minister of China and of
undertaking in conference with him to further the welfare of both countries.

Detailing in the Washington ‘‘Post’ the agreement con-
cluded, Franklyn Waltman said:

Those present in the Secretary of the Treasury’'s office when the an-
nouncement of the new agreement was made, in addition to Morgenthau
and Kung, were the Chinese Ambassador, Dr. Chenting T. Wang, P. W.
Kuo, Director of the Bureau of Foreign Trade, Chinese Ministry of the
Interior; Dr. Jacob Viner, Economic Adviser to the Treasury, and Archie
Lochhead, in charge of the technical operations of the Americanstabilization
fund. .

Following the conclusion of the agreement -Dr. Kung
sailed for England on July 13 on the steamer Normandie.

—_—

Governmental Expenditures in 1936 Approximated $17,-
000,000,000, According to Survey by National Indus-
trial Conference Board—Total in 1936 Was $14,-
931,000,000.

Total Governmental expenditures in the United States in

1936 amounted to a;gyroxima.tely $17,000,000,000, according

to a survey published on June 29 by the National Industrial
Conference Board. This estimate compared with expendi-
tures of $14,931,000,000 in 1935. In summarizing the results
of its study, the Conference Board said:

Combined governmental expenditures were approximately $17 billion
in 1936, according to preliminary estimates, Expenditures were $14,931
million in 1935, an increase of nearly $500 million.

Per capita governmental expenditures rose from $114.11 in 1934 to
$117.09 in 1935, and show an increase of nearly 50% in the period from
1923 to 1935. \

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




Volume 145 Financial

Combined tax collections in 1935 amounted to $9,717 million, represent-
ing more than one-sixth of the realized national income.

The gross debt of all governmental units was $53,421 million at the end
of the fiscal year 1936. This figure represents an increase of 37% since 1932.
Per capita gross public debt at the end of the fiscal year 1936 was $415.96,
compared with $59.28 in 1913 and $311.72 in 1932.

Federal expenditures for the fiscal year 1936 totaled $8,576 million, com~
pared with an annual average of $3,342 million during the period from 1923
to 1933.

Federal tax collections reached a peak of $3,847 million in 1936. The
corporation income tax was the largest single source of Federal revenue,
contributing $739 million.

New York State contributed 29.5% of the income taxes collected by the
Federal Government in 1936. Illinois contributed 9% and Pennsylvania 8%.

Oombined State and local governmental expenditures amounted to $8,087
million in 1935, compared with $7,665 million in 1934 and $7,500 million
in 1933.

Combined State and local tax collections in 1935 are estimated at $6,171
million, an increase of 4.9% over 1934.

[P —

President Roosevelt, in Laying Cornerstone of New
Building of FTC Declares Improvement in Business
Ethics Have Been Helped Through Administra-
tion of Acts Such as That Creating Commission—
Contends, However, That Dangers Growing Out
of Monopoly Still Exist and Call for Action

In laying, on July 12, the cornerstone of the building in
Washington, D. C., which is to be the permanent home of
the Federal Trade Commission, President Roosevelt de-
clared that “eternal vigilance is the price of opportunity for
honest ‘business.” “Undoubtedly”, he said, “in large meas-
ure improvement in business ethies has been helped by the
constant play of the light of publicity, growing out of the
administration of Acts such as the Federal Trade Commis-
gion Act.,” “But,” he added, “the dangers to the country
growing out of monopoly and out .of unfair methods of com-
petition still exist and still call for action. They make the
work of the Federal Trade Commission of vital importance
in our economic life.,”” Earlier in his address the President
stated that “all of the fine things achieved in the interest
of fair trade practices since the approval by President Wil-
son, in September, 1914, of the original Federal Trade Com-
mission Act justify the event for which we are assembled
here.” “When that far-seeing statesman asked the Congress
to create the Federal Trade Commission he saw in the
realm of trade and commerce a field in which prevention
was indeed better than punishment.” In further referring
to the Commission and its duties, the President said:
“When the Commission discovered practices which were
unfair or which tended toward monopoly, it was to deal
with them by injunction rather than by punishment, pun-
ishment being reserved for the violator of the injunction.”
In conclusion he said: “May this permanent home of the
Federal Trade Commission stand for all time as a symbol
of the purpose of the government to insist on a greater
application of the golden rule to the conduct of corporations
and business enterprises in their relation to the body
politic.” Present at the exercises were Cabinet officers,
members of Congress, and other government officials, ac-
cording to the Washington “Post,” which also said:

The trowel used was the one wielded by George Washington at the
Capitol cornerstone laying.

W. A. Ayres, Chairman of the Federal Trade Commission, presided.
The invocation.was by the Rev. James Shera Montgomery, chaplain of
the House of Representatives, and the benediction by the Rev. ZeBarney
Thorne Phillips, chaplain- of the Senate.

The ceremonies started stone work on the structure, which is being
financed by a $3,665,000 Public Works Administration allotment and
will be finished Jan. 1.

Its erection completes the architectural unit of the $75,000,000 Federal
Triangle facing on Constitution Avenue.

The President’s address, which was broadcast, follows
in full: .

Chairman Ayres, members of the Federal Trade Commission, Ladies
and Gentlemen: Most of the great Federal commissions were set up in
the belief that “an ounce of prevention was worth a pound of cure.”” The
Federal Trade Commission was no exception to that sound legislative
intent. Prevention of unfair business practices is generally better than
punishment administered after the fact.of infringements, costly to the
consuming public and to honest competitors.

Great and incalculable impacts have shaken the economie world in
the period since the Commission began its work. The most disastrous
depression in the history of business has given new and forcible emphasis
to the need «for just the contribution which the Commission has made
to our economic life,

All of the fine things achieved in the interest of fair trade practices
since the approval by President Wilson, in September, 1914, of the origi-
nal Federal Trade Commission Act justify the event for which we are
assembled here today: the laying of the cornerstone of a new home for
the Commission, - The record of accomplishments in the interest of fair
competition, in prosperous times and’when evil days were upon the land,
warrants that this body shall have a habitation adequate to its needs and
in keeping with the importance of the 'tasks which it has accomplished
and- will continue to pprform in the protection of American trade.

The vision of Woodrow Wilson has been vindicated again. When that
far-seeing statesman asked the Congress in January, 1914, to create the
Federal Trade Commission he saw in the realm of trade and commerce
a field in which prevention was indeed better than punishment.

To the Federal Trade Commission, therefore, was given the task of
protecting competitive business from ‘further inroads by monopoly and of
assuring to the public the fullest possible measure of benefit growing out
of the competitive system. When the Commission discovered practices
which were unfair or which tended toward monopoly, it was to deal with
them by injunction rather than by punishment, punishment being reserved
for the violator of the injunction.
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Undoubtedly, in large measure improvement in business ethics has
been helped by the constant play of the light of publicity growing out
of the administration of Acts, such as the Federal Trade Commission Act.

Dangers of Monopoly Still Ewvist

But the dangers to the country growing out of monopoly and out of
unfair methods of competition still exist and still call for action, They
make the work of the Federal Trade Commission of vital importance in
our economic life. We must not be lulled by any sense of false security.
Eternal vigilance is the price of opportunity for honest business. It is
the price we must pay if business is to be allowed to remain honest and
to carry on under fair competitive conditions, protected from the sharp
or ghady practices of the unscrupulous.

The erection of this splendid home for the Federal Trade Commission
completes the architectural unit facing on Constitution Avenue.

Furthermore, it carries forward the plan of housing eventually in gov-
ernment-owned buildings all of the departments and agencies of the
Federal Government in the District of Columbia. During the greater
part of its existence the Federal Trade Commission has been housed in
temporary lath and plaster construction of the World War years. Many
other departments and agencies have been and are housed in rented build-
ings. The War Department, for example, is scattered over 18 locations,
for most of which the government pays a large annual rental. Dictates
of economy and good business sense call for a continuation of the erection
of Fedeial buildings in order, over a comparatively short period of years,
to save the taxpayers’ money.

May this permanent home of the Federal Trade Commission stand for
all time as a symbol of the purpose of the government to insist on a
greater application of the golden rule to the conduct of corporations and
business enterprigses in their relationship to the body politie.

——— s

President Roosevelt and Government Officials Discuss
Plans for Increased Residential Building Construc-
tion—Regard Costs of Material and Labor as
Retarding Building] .

Plans to bring about an inerease in residential construection
were discussed in Washington on July 13 by President Roose-
velt and heads of Government agencies. The President, of
the opinion that increased building would do much to ease
the unemployment situation, intimated that construetion
was being retarded by the rising costs of material and labor.
He said that the costs had declined somewhat since he issued
his warning last April that certain commodity prices were
advancing too quickly, but added that they would have to
be lowered further if building was to resume. According to
a Washington aceount, July 13, to the New York “Herald-
Tribune” of July 14, those attending the conference with
President Roosevelt included:

Henry Morgenthau Jr., Secretary of the Treasury; Miss Frances Perkins,
Secretary of Labor; Daniel Bell, acting Budget Director; Marriner 8.
Eccles, Chairman of the Board of Governors of the Federal Reserve System;
Charles E. Merriam, Chairman of the National Resources Committee;
Isidor Lubin, Commissioner of the Bureau of Labor Statistics; John H.
Fahey, Chairman of the Home Ownets Loan Corporation, and Stewart Mc-
Donald, Administrator of the Federal Housing Administration.

The advice quoted had the following to say regarding the
conference:

The President’s experts told him that there was now a shortage of 750,000
family dwelling units. .

The plan for a housing program that would provide living quarters at
cheaper rentals, the President said, was in the talk stage.

The President- declared he was considering some such idea as limited
dividend corporations to build houses that could be rented for much less
than the current levels. He thought such corporations could get ample
finances from persons with savings who are now receiving only 2% from
banks and a little better rate from the Treasury's baby bonds. It would
not be necessary to look to bond issues or bank funds carrying rates as high
a8 5%, the Treasury thought. He was confident persons with small savings
accumulations would be glad to find a safe investment in the bonds of
limited dividend corporations bearing a rate not exceeding 3% %.

The type of home for which there is the most demand today, the President
was told, was a house costing about $5,000.

———

President Roosevelt Signs Resolution Appropriating
$3,000,000 for Federal Participation in New York
World’s Fair—Congressional Action on Legislation
Completed July 6—Grover Whalen Commends
Action

On July 10 President Roosevelt signed the joint resolu-
tion authorizing Federal participation in the New York
World’s Fair, to be held in' New York City during 1939,
Congress completed action on. the legislation on July 6,
when the resolution was approved by the Senate in exactly
the same form in which it was adopted by the House on
June 30. Tollowing the approval of the resolution by the
Senate Committee on Commerce, on July 6, the resolution
was called up in the Senate under a unanimous agreement.
Approval of the bill by the House Foreign Affairs Commit-
tee was referred to in our issue of June 19, page 4101.

The bill was introduced by Representative Matthew J.
Merritt of Flushing, N. Y., after President Roosevelt had
vetoed a similar resolution authorizing an appropriation of
$5,000,000 and providing for a commission under control of
Congress to direct Federal participation. The President
vetoed the original resolution because of both these pro-
visions. The following regarding the resolution as finally
passed is from Washington advices of July 6 to the New
York “Times” of July T:

A United States World’s Fair Commission is set up under the bill, the
members of which will be the Secretaries of Commerce, Agriculture and
Labor, three members of the House, to be named by Speaker Bankhesd,
and three Senators, who will be named by Vice-President Garner, The
commission will name a United States Commissioner for the fair who
will receive a salary of $10,000 per year. It will also name two Assistant
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Commissioners, one to be a Republican, €ach fo Teceive an anmual salary
of $7,500.

With the approval by the President of the newly-enacted
legislation, Grover Whalen, President of the New York
World’s Fair Commission, said:

We of the Fair are most grateful at the action of President Roosevelt.
The way is now clear for the Fair Corporation to lay out the United
States section and to close: agreements with foreign governments fer
pavilions and exhibit space. )

We are confident the leadership of the American Government will be
reflected by nations throughout the world, and that the New York Fair
will have the largest governmental participation on record by ecity, by
State, by the National Administration, and by forein countries.

—_———

ek

President Roosevelt Urges Adoption of Long-Term
Farm Program—In Letters to Chairmen of Senate
and House Agricultural Committees Says Problem
of Stability Is Not Yet Solved—Cites Three-Fold
Plan

In accordance with his plans made known last week,
President Roosevelt on July 12 sent an identical letter to
the Chairmen of the Senate and House Agricultural Com-
mittees in which he urged the committees to go forward
with, and Congress give ‘‘sympathetic consideration’” to
legislation for a longrterm farm program. While the Presi-
dent did not indicate it as his desire that the legislation be
adopted at the present session of Congress, he explained that
“if we wait until next year the ultimate objective will be the
same but we may be faced with emergency conditions which
would make the legislative and admimstrative problem more
difficult because of the very fact of moving hurriedly under
the fire of an emergency.” Although the President favors
Secretary of Agriculture Wallace’s ever-normal-granary idea,
his letter to the Chairmen of the Agricultural Committees
did not refer specifically to the bill now before Congress em-
~ bracing this plan.

The President’s letters were addressed to Senator Ellison
D. Smith, of South Carolina, Chairman of the Senate
Committee on Agriculture, and Representative Marvin
Jones, of Texas, head of the House Committee. Mr.
Roosevelt pointed out in his letters that the problem of erop
stability has not yet been solved ‘‘though we have made
much progress.” “Good as our present farm program is,”
he said, “it ought to be improved to take care of the con-
sumers’ interest in years of bad weather and of the producers’
interest in years of good weather.”” The President asked that
consideration be given to the following three-fold program:

* First, to the continuation of the present agricultural conservation program
as the foundation of the long-time plan.

Second, for the assurance of abundance for consumers by storage of
substantial reserves of food for use in years of crop failure.

Third, for protection of farm prices and farm income.

In our issue of July 10, page 212, we referred to the plans *

of President Roosevelt to ask Congress to adopt a broad,

ong-term farm program. The following is the letter sent
by the President to Senator Smith and Representative Jones:
. My dear Mr. Chairman:

As a nation we are engaged in the task of giving stability and increasing
purchasing power to those who toil in the factory and on the farm. It is
true that industrial employment continues to gain and it is true that with
few exceptions crops are good and prices for farm products are far above
their low levels. This has led some people to say, with a certain degree of
weariness, ‘‘Let well enough alone; let us defer further action at this time."

Industrial work and farm work include the great majority of all Americans
who toil. In both groups the curse of the past has been instability—
instability of annual income.

That is especially true among the farmers of the nation. Extremes of

arm prices represent the principal cause of suffering, of bankruptcy and

of lack of purchasing power among them. There is no benefit to any farmer

he sells his crops for high figures one year and the price drops through the
bottom the next year. '

‘We have not solved the problem of crop stability yet, though we have
made much progress. Warning signals are already in sight. Existing laws
are not adequate to guarantee future safety.

It is my philosophy that the time to repair a leaky roof is when the sun

shining. :

Repeatedly in the last four years the Agricultural Committees of the
Congress have worked with speed and effectiveness to enact emergency

arm measures. In 1933 the Agricultural Adjustment Act met a desperate

price emergency. In 1934 the Congress made swift action possible in order
to cope with the unprecedented drought. In 1936 the Soil Conservation
and Domestic Allotment Act served to hold the line after the Agricultural
Adjustment Administration production -adjustment program. had been
stopped by the Supreme Court.

‘We have been fortunate in the past, even though programs have been
put through in the face of actual existing emergencies. Your committee
will, I know, recognize the great difficulty, from an administrative stand-
point, of carrying through any program on the spur of the moment of threat-
ened disaster. ’

Situation now *Ezcellent"

.Though the situation of the moment is excellent, we have no safeguard,
even in the year 1938, against the great danger of loss of income due to
drought or against the equally great danger of low prices. I have expressed
my belief that a program to guard against both these future dangers would
be of enormous value not only to farmers but to the consumers of the
nation, if it could provide for an ever-normal granary with storage of
surpluses grown in big-crop years for use in time of short crops.

Management of Low Farm Prices Aim

Good as our present farm program is, it ought to be improved to take
care of the consumers’ interest in years of bad weather and of the producers’
interest in years of good weather.

‘We welcome the prospect of the early return to well-filled bins, but we
seek to avert the danger of ruinously low farm prices if bumper crops and
overhanging surpluses return, They can and should be managed in a way
to benefit the entire country.

/\
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May X express to you oncé more my hope that your committee will go'
forward and that sympathetic comsideration may be given by the Con-
gress: First, to the continuation of the present agricultural conservation
program as the foundation of the long-time plan; second, for the assurance
of abundance for consumers by storage of substantial reserves of food for
use in years of crop failure; third, for protection of farm prices and farm
income.

Farmers and consumers can be safegnarded against the disaster that
resulted from the accumulation of surpluses by the Federal Farm Board, by
the means of adjusting production and marketing of the five major export
crops. If such adjustment is made available only after surpluses pile up
with crushing effecs, the cost will be prohibitive and the results doubtful

Legislation Would Not Increase In Ezpenditures

I believe that the cost of this national farm program can be kept in line
with the government's fiscal program. Legislation can be integrated with
existing programs in such a way as to involve no increase in expenditures
for the fiscal year 1938 over existing authorizations for the operations
of the AAA. )

An all-weather farm program can level the peaks of oversupply into the
valleys of shortage and disaster. It can serve alike the welfare of the
farmer and the consumer, of business and of labor.

The vital interests of the nation demand that sooner or later protective
measures of this type be placed in effect. If we wait until next year the
ultimate objective will be the same, but we may be faced with emergency
conditions which would make the legislative and administrative problem
more difficult because of the very fact of moving hurriedly under the fire
of an emergency.

Very sincerely yours,
FRANKLIN D. ROOSEVELT.
_————

President Roosevelt Insists on Passage of Supreme:
Court Reorganization Bill at This Session—In
Letter to Senator Barkley Declares Advantage is
Being Taken of What Should be ‘‘Period of Mourn-~
ing’’ Following Senator Robinson’s Death

President Roosevelt made kmown on July 15 his intention
to insist on aetion by Congress at this time on legislation
for the reorganization of the United States Supreme Court.
In United Press accounts from Washington it was noted that
the announcement eame at the close of a day in which the
report spread that the President was willing to let Congress
decide whether the bill, which has split the Democratic party
into two bitterly opposed factions, should be shelved for this
session, following the death of the majority leader of the
Senate, Senator Robinson, to which reference is made else~
where in these eolumns today.

In a letter to Aeting Majority Ieader Alben W. Barkley
(Dem.) of Kentueky, the President deelared that “the
objectives of the President, as to eourt reform and, I be-
lieve, of the great majority of our eitizens, remain the same,”
and “I believe that it is the duty of the Congress, and espeei-
ally of the members of the majority party in the Senate and
the House of Representatives, to pass legislation at this
session to carry out the objectives.”

The President said that he had hoped that at least until
the funeral services of Senator Robinson “a decent respect
for his memory would have deferred discussion of political
and legislative matters.” He added that “it is therefore with
regret that I find that advantage is being taken of what in
all deceney should be a period of mourning.”

Senator Edward R. Burke (Dem. Neh.), a leader of the
bloc of Senators opposing the court reorganization bill, was
reported in United Press accounts from Washington on July
15 as stating that the President’s letter eould have ‘‘only
one possible effect’”’—to galvanize and unite the opposition
to the court bill. .

Senator Wheeler, also one of the Senate leaders opposing
the legislation issued a statement on July 15 saying

“I can not believe the President wrote such a letter. It would not
be in character for the man who is President of our country and the leader
of our party and the man other Liberals and I fought for in 1932 and 1936.

“I can not believe President Roosevelt could make political capital out
of tragedy such as this.

‘‘But if it is true he must have accepted bad counsel in an hour in which
men who have lost a friend are particularly susceptible. ~

‘““When Senator Robinson passed away I canceled all engagements and
forgot the court bill. After Tuesday I hope that we will all counsel with
one another for the good of the country.”

The President’s letter to Senator Barkley follows:

July 15, 1937
My Dear Alben:

I am glad you called my attention to certain events of yesterday and
today. Lest there be any misunderstanding in regard to Judicial reform,
please let me clarify the situation. k

Since the untimely death of our majority leader I had hoped, with you,
that at least until his funeral services had been held a decent respect for his
memory would have deferred discussion of political and legislative matters.

It is, therefore, with regret that I find, that advantage is being taken of
what, in all decency, should be a period of mourning. '

Because of this situation, however, I am compelled in the public interest,
though against every inclination, to write to you. I do this because you are
the acting majority leader in the Senate.

Over four years ago it became apparent to the American people and to the
leadership of the new administration of the natioanl Government and to the
newly elected Congress that grave problems of many kinds called for great
reforms. The American people, in an overwhelming majority, recognized
the need for bank reform, for agricultural reform, for labor reform, for

. housing reform and for judicial reform.

I cite the above merely as examples. Other lesser reforms went hand-in-
hand with them as National needs. The Congress and the administration
effected during the first four years many of these reforms. The reform of
the processes of justice, the need for which was nothing new, was recom-
mended by me on Feb. § of this year. The time had come to act.

In my message to Congress I set forth objectives. With these objectives
the overwhelming majority of the people of this country were in accord.
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With these objectives the overwhelming majority of the Congress were in
accord, .

Proposed tentative legislation was drawn at that time to facilitate dis-
cussion of methods in both houses of the Congress and discussion commended
immediately in the Congress and throughout the country.

Let me make clear once more the objectives. They constituted im-
provements in the process of justice in all Federal courts, from the lowest
to the highest. These improvements included systematic addition of
younger judges to all such courts in which there were judges beyond retire-
ment age who had not taken advantage of retirement privileges—for the dual
purpose of helping the older judges give a maximum of justice in & minimum
of time, and of keeping the social viewpoints of the courts abreast of chang-
ing conditions. These improvements also.contemplated adequate machinery
for supervision by the Supreme Court of the expeditions dispatch of business
by the lower courts, and for getting constitutional questions to the Supreme
Court without delay. i

These were the objectives. At mo time have I or any member of my
Administration insisted that the method or methods originally proposed
be sacred or final except to point out that action was of immediate necessity
and, therefore, that the process of constitutional amendment was an im-
possibility if the objective was to be attained within a reasonable time,
It is, of course, clear that any determined minority group in the Nation
could, without great difficulty, block ratification by one means or another
in at least 13 States for a long period of time.

Objectives can be obtained by constitutional legislation, and both the
original bill and Senator Robinson's bill were clearly constitutional.

There was the other reason for action by legislation rather than by Con-
stitutional amendment. The situation of the civilized world has been, for
several years, at a point of extreme danger. This has been caused by three
factors—aggression and armament, economic crisis and major social needs.

The United States is happily free from any thought of aggression or
armament for aggression, but the people of the United States have called
for economic security and for major social improvements. National safety
demands them.

About a month ago Senator Robinson advised me that some new form
or forms of method were called for if the objectives of judicial reform were
to be attained. I told him thatin my judgment, the bill he proposed would
be a satisfactory method of attaining such objectives. I told him further
what I had told to all others who have asked my opinion—that on the Con~
gress of the United States falls the primary responsibility for the adoption
of methods, but that on the President falls the responsibility of recommend-
ing objectives. This is in accordance with the Constitution.

To abandon any reform of the judicial processes at this session of.the
Congress means an abandonment of the objectives.

An abandonment of judicial reform, including, of course, all the Federal
courts, because of the inability of a majority of Senators or a majority of
Representatives to agree on method and reach a vote, places the responsi-
bility squarely on the Congress of the United States.

May I, therefore, tell you very simply once more that the objectives
of the President, and I believe of the great majority of our citizens, remain
thesame, and that [ believe that it is the duty of the Congress, and especially
of the members of the majority party in the Senate and the House of Re-
presentatives, to pass legislation at this session to carry out the objectives.

Very sincerely yours,
FRANEKLIN D. ‘ROOSEVELT.
Hon. Alben W. Barkley, United States Senate, Washington, D. C.
—_————

President Roosevelt Vetoes Bill to Continue 3149, Rate
on Federal Land Bank Loans—House Passes Bill
Over Veto—President Declares Legislation Involves
.Adtii;léisonal Draft on Treasury of Over $30,000,000
in ‘

In a special message sent to the House of Representatives
on July 12, President Roosevelt vetoed the Jones bill to
extend for one year the 3149, rate on certain Federal Land
Bank loans. The bill would also provide a 4%, interest rate
on such loans for the period from July 1, 1938 to June 30,
1939, and provide for a 4% interest rate on Land Bank Com-
missioner’s loans for a period of two yéars.

The House overrode the President’s veto on the bill on
July 13, the vote being 260 in favor of over riding to 98 against
such action. Regarding the vote Washington advices July
13 to the New York “Times” said;

In overriding the veto, 189 Democrats were joined by 62 Republicans,
6 Progressives and 3 Farmer-Laborites.

Only 90 Democrats supported the President.

1 Progressive made the total 98.
paired.
The bill was sent to the Senate to take its place in the legislative jam

caused by the administration’s attempt to bring the judiciary reorganiza-
tion measure to a vote.

In vetoing the bill the President stated that “the reduction
of the rates of interest on Federal Land Bank loans to 3159%
for the fiscal year 1938, and to 49, for the fiscal year 1939,
as required by the bill for loans made through National Farm
Loan Associations ‘would, it is estimated, necessitate pay-
ments from the Treasury in the amount of approximately
$31,700,000 for the former year and $21,200,000 for the
latter, a total of $52,900,000.” He added than “the effect
of such an arrangement is that part of the individual bor-
rower’s interest is paid for him by the United States. In
other words, it constitutes a gift to individual borrowers
from the Federal Treasury.” The President likewise said:

As indicated by me in my letter of June 8, 1937 . . . the whole
question involves the rate of interest charged by Government agencies and
relates not only to farm loans, but also to moneys lent by the Home Owners
Loan Corporation, the Reconstruction Finance Corporation, the Public
‘Works Adminijstration and other agencies.

The President in stating in his veto message that he is
definitely seeking the balancing of the budget, said that the
approval by him of the bill, “involving as it does an additional
draft upon the Treasury in excess of $30,000,000 during the
fiscal year 1938, would be totally inconsistent with my
purpose to bring about a balancing of the budget for that
yeéar.’

According to the President, to continue the 3149, rate
for 1938, and to fix a 4% rate for 1939 would, it is estimated

Seven Republicans and
50 members did not vote and 24 were
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necessitate payments from the Treasury in the amount of
approximately $52,900,000 for the two years. :

In the House on July 13, when the bill was brought before
that body for passage over the veto, Representative Jones
expressed regret that he could not “follow the suggestions
.contained in the message of the President.” Among other
things he said:

All of the land-bank loans made during the last two years have borne
a contract rate of 4%, and that is the rate that is called for in the loans that
are being made at this time; that is, the current loans.

However, for the past two years we have had an emergency land-bank
rate of 334%. This rate expires this month, and in the absence of legis~
lation, all of the outstanding loans will revert to the various contract rates.

The bill under consideration continues the emergency rate of 3% % for
the fiscal year beginning July 1, 1937, and provides for a 4% rate on all
outstanding loans for the fiscal year beginning July 1, 1938.

If the present measure is enacted into law, the emergency 3% % rate
will be continued for one year, and then it steps up on all loans to the cur-
rent contract rate of 4%, so that beginning with July 1, 1938, all land-bank
and Commissioner’s loans will bear interest at the rate of 4%. This seems
to me to be a fair rate, and I believe these interest rates are as high as the
farmer should be called upon to pay. If the measure is not enacted, the
farmers will have different rates of interest, to pay, varying from 4% to
6%, depending upon the time at which the loans were made.

The bill vetoed by the President was passed by the House
on June 7, and adopted by the Senate on June 29. Re-
ference to it appeared in these columns April 24 page 2754
and July 3, page 40.

The following is President Roosevelt’s veto message.

To the House of Representatives:

I return herewith, without my approval, H. R. 6763, entitled ‘“An act
to extend for one additional year the 3 3§ % interest rate on certain Federal
Land-Bank loans, to provide a 4% interest rate on such loans for the period
July 1, 1938, to June 30, 1939, and to provide for a 4% interest rate on Land-
Bank Commissioner’s loans for a period of two years."

Section 1 of the bill extends for two additional years the policy originally
adopted as an emergency measure in 1933 under which borrowers from the
Federal Land-Banks are allowed to pay interest on their loans at rates
lower than those provided in their mortgage contracts. ’

Section 2 of the bill broadens the field of loans on which interest reductions
are granted by providing that for a period of two years interest may be
paid at the reduced rate of 4% on loans made by the Land-Bank Commis-
sioner,

Section 1—Federal Land Bank Loans

At present, through the sale of bonds to the investing public, new loans
are being made by Federal Land Banks at the lowest rate that has ever
been made available to farmers generally in this country, namely, 4% per
annum. A decrease in farm-mortgage interest rates has been brought
about through the refinancing operations of the Federal Land Banks and
the Federal Land Banks and the Land Bank Commissioner. The average
rate of interest on the private loans refinanced by the Federal Land Banks
in 1933 and subsequent years has been 6.3%. Consequently, those farmers
who refinanced their private loans in 1933 and 1934 by converting them
into 5% Federal Land Bank loans cut their annual interest charges more
than 20%, while those who have refinanced at the present 4% rate have
obtained a permanent reduction in excess of 40%. I believe, therefore,
that there is no justification for continued Government subsidy of Federal
Land Bank interest rates below the unprecedentedly low rate these banks
are now offering farmer-borrowers on a business basis.

Furthermore, the ability of farmers to pay interest at the rates provided
for in their mortgages with the Federal Land Banks has been very sub-
stantially improved, due to an increase of more than 100% in the level of
farm prices since the emergency period of 1932-'33. In December 1936
the index of farm prices as reported by the Department of Agriculture stood
at 126, as compared with 55 for the month of March 1933, and an average
of 100 for the pre-war period, August 1909 to July 1914. The gross farm
income as estimated by the Department of Agriculture also rose from
$5,337,000,000 in 1932 to $9,530,000,000 in 1936.

As an illustration of the lightening of the interest burden during the
last four years through improvements in farm prices and the refinancing
of farm debt, the following instance may be cited: The quantity of farm
products required to meet the annual interest charge on a 6.3% private
loan refinanced as a 5% Federal Land Bank loan in 1933 is now only 63%
of the quantity required during the five pre-war years 1910 to 1914. The
greatly increased debt-paying capacity indicated in the foregoing figures
is borne out by the record of actual payments on Federal Land Bank loans.
Approximately 85% of all loans of the Federal Land Banks were in good
standing at the end of 1936, as opposed to approximately 50% delinquency
when the emergency legislation was first passed.

The reduction of the rates of interest on Federal Land Bank loans to 3 % %
for the fiscal year 1938, and to 4% for the fiscal year 1939, as required by
the bill for loans made through National farm loan associations, would,
it is estimated, necessitate payments from the Treasury in the amount
of approximately $31,700,000 for the former year and $21,200,000 for the
latter, a total of $52,900,000. The effect of such an arrangement is that
part of the individual borrower's interest is paid for him by the United
States. In other words, it constitutes a gift to individual borrowers from
the Federal Treasury.

As indicated by me in my letter of June 8, 1937, addressed to the com-
mittees of Congress then considering this legislation, the whole question
involves the rate of interest charged by Government agencies and relates
not only to farm loans but also to moneys lent by the Home Owners' Loan
Corporation, the Reconstruction Finance Corporation, the Public 'Works
Administration and other agencies.

The foregoing considerations have led me to the conclusion that further
reductions in the interest rates payable on Federal Land Bank loans are
not justified. 5

Section 2—Land Bank Commissioner Loans

The farm loans made by the Land Bank Commissioner on behalf of the:

- Federal Farm Mortgage Corporation bear an interest rate of 5% per annum.

In view of the circumstances under which these loans are made, it cannot
reasonably be said that a 5% rate of interest is excessive. Comparison
with Federal Land Bank loans may serve to illustrate this point. A ma~-
jority of the loans made by the Land Bank Commissioner are secured by
second mortgages. Federal Land Bank loans may only be granted on first
" mortgage security. A Land Bank Commissioner loan may be made for an
amount which, taking into account any prior liens, equals 75% of the value
of the property, including both land and buildings. A Federal Land Bank
loan is restricted by law to a sum not exceeding 50% of the value of the land
and 20% of the value of the improvements. Land Bank Commissioner
loans are frequently granted upon farms which because of some physical
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or economic hazard, would not qualify as security for a Federal Land Bank
loan. TFinally, Land Bank Commissioner loans lack the element of
cooperative responsibility through stock ownership by borrowers of their
National farm loan associations upon which the Federal Land Bank system
is built.:$.In view of the added factors of risk present in the average Land
Bank Commissioner loan, I feel that the 5% interest rate charged on these

loans compares favorably with the fpresent 4% rate of the Federal Land -

Banks. I have been unable tofind any system in which second-mortgage
loans have been made available tojfarmers generally on a basis as low as
the present;’5% Land Bank Commissioner loan rate.

W« The ; contemplated reduction in interest rates on commissioner loans
from 5% to 4% under the bill would reduce the annual income of the Federal
Farm Mortgage Corporation, which{owns these loans, by an amount of
approximately $8,350,000. No provision is made for a corresponding
reimbursement of this sum by the Treasury to the Corporation. Losses
suffered jby the Federal Farm Mortgage jOorpora.tlon ultimately fall upon
the United States as the sole holder of the Corporation's capital stock,
More than this, the payment of principal and interest on all bonds issued
by the Corporation is guaranteed by the United States.

Any reduction in the interest rate on Commissioner loans will place the
Federal Farm Mortgage Corporation in such a position that there is definite
Dossibility that it may not be able to meet its obligations from its own in-
come.

The passage of this bill was not contemplated in the preparation of the
budget for the fiscal year 1938, As the Congress is well aware, I am de-
finitely seeking the balancing of that budget. To this end, I have called
upon the heads of all Government departments, establishments, and agencies
to set up reserves of not less than 10% of all funds available for the fiscal
year 1938, except such funds as are not susceptible to such treatment.
Approval by me of the bill under consideration, involving as it does an ad-
ditional draft upon the Treasury in excess of $30,000,000 during the fiscal
year 1938, would be totally inconsistent with my purpose to bring about a
balancing of the budget for that year.

For all these reasons I am constrained to withhold my approval of the
bill H. R. 6763.

A o] e et it ol
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Bankhead Farm}Tenancy Bjll Sent to White House
After Senate and House Accept Conference Report
—Would Permit Loans to Tenants to Buy Land—
House Proviso for Funds to Purchase Submarginal
Land Retained by Conferees )

" The farm’tenancy bill sponsored by Senator John H. Bank-

head, of Alabama, received final Congressional approval this

week and was sent to the White House for President Roose-
velt’s signature. The measure was transmitted to the

President after the Senate on July 15 approved a conference

report previously adopted by the House on July 13. The

conferees reached agreement on a compromise bill on. July 9.

Previous Senate and House action on the bill was referred to

in our issue of July 10, page 212.

p=The bill, as adjusted in conference, authorizes an appro-

priation of $10,000,000 this fiscal year, $25,000,000 next

year, and $50,000,000 the following year and thereafter, for

Federal loans to be madegfdirectly to competent. tenant

farmers to enable them to purchase farm land. The loans

would be payable in 40 years at 3% annual interest. The

Senate had sought to have the Federal Government buy the

land and lease it to the tenants instead of making loans to

them as stipulated by the House and approved by the con-
ferees. The conferees also retained in the bill a House
proviso authorizing a $10,000,000 appropriation this year
for the purchase and retirement for cultivation of submar-
ginal land, and $20,000,000 for the same purpose during each
of the next two years. The farm tenants purchasing land
would take title immediately, but could not sell for five years,

said an Associated Press dispatch from Washington, July 15,

which added:

Until their loans are completely repaid purchasers of farms will be re-
quired to follow farming practices prescribed by the Agriculture Depart~
ment.

- The bill contains no civil service provisions, despite repeated recom-

dations of the President that all new agencies be put under the merit

system. % .

priAdvocates expressed confidence Mr. Roosevelt will sign it, however. He

gave it administration blessing earlier this session.

—_——

Senate Committee Favorably Reports Wage and Hour
Bill-—House Group Begins Consideration of
Administrative Measure

The Senate Committee on Education and Labor on J uly 13
favorably reported the Administration’s bill to provide
maximum hours and minimum wages in industry. Com-
mittee hearings on the measure were referred to in the
“Chronicle” of July 10, page 214. The House Labor Com-
mittee on July 12 began consideration of the bill. The
Senate Committee on Education and Labor said in its report
that the bill, as amended in Committee, is a ‘‘cautious
legislative approach” to the realization of improved social
and economic conditions. It added that the bill is de-
signed to aid only the low wage and long working-hour indus-
trial workers to obtain-a minimum wage and that “a start
should be made at the present session of the Congress to
protect this Nation from the evils and dangers resulting from
wages too low to buy the bare necessities of life and from
long hours of work injurious to health.”  Congressional
action on the bill was described as follows in a Washington
dispatch of July 13 to the New York “Journal of Commerce.”

The Committee's report was made available as the House Committee,
yielding to pressure for action, continued its study of the original draft
of the legislation in executive session, While it could not be determined
with complete accuracy, it was indicated in several quarters today that
the House Committee disapproves of some of the provisions so strongly
that it is seriously considering the substitution of the Senate bill in toto for
that originally intreduced.

Chronicle July 17, 1937

Committee sessions will continue on the legislation throughout the
remainder of the week, at which time, it is expected, the members will be
ready to cast their ballots on whether to adopt the Senate revision for
that carrying the name of the late Committee Chairman, Senator Connery
of Massachusetts, In the event the bill is reported before an agreement i8
reached by the leadership to recess the House, while the Senate wrangles
over the Court Bill, an attempt will be made to Jam it through. Otherwise,
it is said, the measure may be abandoned for this session.

In effect, the Senate {Committee in its report on the legislation served
notice‘on the courts.that in its opinion the bill could not be held uncon-
stitutional on the grounds upon which the National Receovery Act was
invalidated—undue delegation of Congressional legislative powers.

“This bill does not contain any delegation of legislative power,” the
report stated flatly. *“The powers with reference to the findings of the
Administrative Board concerning wages and hours have been reduced
to the lowest minimum believed to be consistent with the fair application
of the law. *

“Where powers to declare applicable wages and hours have been en-
trusted to the Board, it has been the earnest desire of the Committee to
chart the way with the plainest possible pronouncement of policies and most
specific standards capable of affording sufficient flexibility for geographical
and industrial variations and authorizing at the same time a sufficiently
restricted range of powers to protect the interests of the public from the
confusion that might result from unwarranted delegation of legislative

responsibilities.”
—_—

House Committee Favorably Reports Jones ‘‘Com-
promise’’ Sugar Bill—Would Impose Tax of $66,-
000,000 Annually on Sugar Consumed in United
States—Measure also Provides New Quota System
—Presidential Opposition to Bill

The House Committee on Agriculture on July 2 favorably
reported to the House the “compromise” Jones bill, to pro-
vide a new quota system for the domestic and foreign sugar
producing areas supplying the sugar market of the conti-
nental United States. Advices from Washington, July 15,
to the New York “Journal of Commerce” of July 16 said
that the bill received a setback on July 15 when the House
Rules Committee refused to grant a rule to the legislation.
The measure, imposing a tax of $65,000,000 annually on
sugar consumed in the United States, is designed to sup-
plant the Jones-Costigan Sugar Control and Domestic Allot-
ment Act which expires on Dec. 31 next. It would also
authorize the payment of cash benefits to domestic pro-
ducers who comply with Federal production control regu-
lations, said Associated Press advices from Washington,
July 2, which continued :

Payments would be made at the base rate of 60c. per 100 pounds on

Taw sugar.
The benefits would be paid from the proceeds of a tax of half a cent a

pound on manufactured sugar.

In line with recommendations of President Roosevelt, the bill would
deny benefits to producers employing children 14 years of age or younger.

The proposed quota system, said Chairman Jones of the House Agri-
culture Committee, represents a compromise between demands of American
producers and refiners on the one hand and Hawaiian, Philippine, Cuban,
Puerto Rican and foreign producers and refiners on the other.

It would allot domestic producers 55.59% of the American market, or
a minimum of 3,715,000 short tons, and foreign producers 44.41%, or an
approximate minimum of 2,967,670,

It was explained in a Washington dispatch, July 1, to
the New York “Journal of Commerce” that the bill agreed
to by the committee on July 1 (and favorably reported
July 2) differs in three respects from the original “coms-
promise” bill made public during June by Representative
Marvin Jones (Democrat) of Texas, viz.:

1. Maximum benefit payment is set at 80c. per hundredweight, payable
to producers having an annual crop of 30,000 short tone, raw value, or
more. Payments begin at the base of 5ec. for producers of from 500 to
1,500 short tons; 73%ec. for 1,500 to 6,000; 10c. for 6,000 to 12,000, and
12%ec. from 12,000 to 80,000.

2. Exemption from the l4ec. per pound excise tax of sugar used in the
distillation of alcohol has been removed outright. Under the compromise
bill now, only sugar exported or used in the manufacture of live stock

feed escapes the levy.

8. The definition of “manufactured sugar” is amended to conform to the
above proviso that the distillation of alcohol is no longer tax-free. The
amendment adds the following phrase: . “Notwithstanding the
foregoing, except sugar in liquid form (regardless of its non-sugar content)
which is to be used in the distillation of alcohol shall be considered as

manufactured sugar.”

It was reported on July 9 that President Roosevelt is
opposed to the provisions of the compromise bill, the Presi-
dent’s views against the legislation, it is said, having been
made known in a confidential memorandum addressed to
majority leader Rayburn of Texas by James Roosevelt, son
of the President, recently named to the White House Sec-
retarial staff. Mr. Rayburn was quoted as saying on July 9
that he was not at liberty to disclose the contents of the
memorandum. Secretary of the Interior Harold L. Ickes
voiced his opposition to the bill on July 11. Reference to
his criticisms appears in another item in this issue.

S

James Roosevelt, President’s Son, Confers in Boston
with Publishers on Industrial Reemployment of
WPA Workers—Denies Reports of Candidacy for
Lieutenant-Governor—Also Denies Intimations of
Tax Evasion Through Foreign Holding Company

Before the joint congressional committee on Tax Avoid-
ance and Evasion, on July 13, James Roosevelt, son of the
President, asked to have placed into the committee’s records
a statement in which he asserted that “neither now nor.
ever” has he had any connection with a foreign personal
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holding company. Regarding the unexpected appearance of
Mr. Roosevelt before the committee, Associated Press ad-
vices from Washington on July 13 said:

Representative Fish "[of New York] suggested to the committee last
week that it examine the income tax of the President’s son to see whether
he had any interest in a personal holding company in the Bahama Islands.
Mr. Fish said a Mr. Darby of New York City had come to him with &
statement that he had a photostatic copy of information pertaining to
such a holding company.

Mr. Roosevelt told reporters he did not know Mr. Darby.

When the committee opened its session, the tall son of the President
stepped forward and asked the Chairman whether he could make a state-
ment.

“Will you give your name and address, please?”’ Mr. Doughton asked.

“] am James Roosevelt,” the witness replied. “I live at 3331 O Street,
Washington.”

“You may proceed,” Mr. Doughton said.

Mr. Roosevelt continued:

“On July 9 Congressman Fish appeared before your committee and said,
in substance, that a certain Mr, Darby had photostatic copies of my con-
nection with a foreign personal holding company—I think he said in the
Bahamas.

“Although I understand Mr. Darby has since denied that he has such
copies, I would like to put a statement in the record that I neither now,
nor ever, have had any connection, directly or indirectly, with a foreign
personal holding company.” .

On the same day (July 13) Representative Treadway
(Republican) of Massachusetts called upon Mr. Roosevelt
to submit to the committee his income tax returns for a
five-year period during which he was in the insurance busi-
ness. Mr. Roosevelt indicated that he would be glad to
submit the returns, said the Associated Press, from which
we also quote:

The committee, however, refused to press the demand, deciding to take
it up later in closed session,

Young Mr. Roosevelt, now serving his father as Secretary, entered the
insurance business in 1930. '

On July 12 James Roosevelt announced that a blanket in-
vitation had been extended by him to 229 publishers and edi-
tors of daily and weekly newspapers in Massachusetts to
meet with him yesterday (July 16) at the Parker House in
Boston to determine upon measures for the absorption by
private industry of workers scheduled to be dropped from
the State’s Works Progress Administration rolls on July 15.
Others invited to attend the meeting, according to a Wash-
ington account, July 12, to the Boston “Herald,” were offi-
cials of Chambers of Commerce, Governor Hurley, James T.
Moriarty, State Commissioner of Labor; Frederick Graham,
Director of the State Reemployment Bureau; Colonel John
McDonough, State WPA Director, and David K. Niles,
Assistant Federal WPA Administrator, the last-named
representing Harry Hopkins. :

Reports that he might at the same time mak~ known his
candidacy for Governor or Lieutenant-Governor of Massa-
chusetts were refuted by James Roosevelt, who was quoted
as saying:

It is one of the annoying things in my official work here that I can
make no move or statement without having a political aspiration ascribed
to it. .

Some people always try to read some unpleasant implication in anything
we try to do.

James Roosevelt became Secretary to his father on July 1
at a salary of $10,000 a year; he had previously served as
aid and unofficial Secretary to his father.

On July 1, also, Marvin H. McIntyre and Stenhen Early,
who had been Assistant Secretaries to the President, were
elevated to the ranks of full Secretaries.

R —

Chairman Eccles of Federal Reserve System, Before
House Committee, Opposes Use of “Sterilized”
Gold to Redeem National Debt—Views on Patman
Bill for Government Ownership of Reserve Banks,
Reserve Requirements and Taxation of Non-Resi-
dent Aliens

Before the House Committee on Banking and Currency on
July 14, Marriner S. Eccles, Chairman of the Board of
Governors of the Federal Reserve System opposed the use
of the so-called “idle gold” for the retirement of the National
debt. From its Washington bureau, the ‘““Wall Street
Journal” reported:

In reply to questions by Representative Gifford (Rep., Mass.), Mr.
Eccles said that should this gold be used in paying on the Federal debt, it
would go back into excess reserves and might result in credit inflation which
the Federal Reserve System could not control.

He estimated gold in the stabilization fund and “sterilized gold" at approx-
imately $3,000,000,000 and said it should be retained to redeem outstand-
ing gold certificates.

Questions by Representative Steagall (Dem., Ala.), Committee Chair~
man, brought from Mr. Eccles a statement that the Treasury and Federal
Reserve have between $4,500,000,000 and $5,000,000,000 of gold in excess
of the minimum required by law as securi“t}; for outstanding currency.

Mr. Eecles who, aceording to Washington advices July 14
to the New York “Journal of Commerce,” testified before

‘the House Banking Committee on a bill to reimburse the

Reserve banks for amounts spent in printing gold notes now

barred from circulation, said that several proposals have been

suggested for strengthening the hand of the Board over the

money market but there appears to be no necessity at the

resent time for Congressional action to bring this about.
om the same advices, we quote:

Chronicle

Although reserve requirements of the member banks were increased
to the maximum 50% allowed by the Banking Act of 1935 under orders
of the Board effective last May, he asserted, it would be inadvisable to
make a further increase unless there is a unification of the banking structure.
Numerous protests followed the Board’s order, he pointed out, and it
similar steps were again taken they would have the tendency of forcing
banks out of the system and discourage others from joining.

Mr. Eccles, on July 15, defended the Federal Reserve
System against the attacks of Representative Patman
(Dem., Texas), who is sponsoring legislation for Government
ownership of the banks, and the order of the Board last
May boosting the reserve requirements of the member banks
against contentions that the order was a reversal of easy
money policies. The Washington account, July 15, to the
“Journal of Commerce” reporting this, went on to say:

During the hearing Mr, Patman charged that the Reserve banks have
evaded the law by failing to pay the interest required of them on notes issued
to them by the Treasury Department.

“It would seem that you are of the opinion,” Mr. Eccles said, “that
because of the private ownership of these banks some one gets & particular
advantage. As a matter of fact, the Reserve banks have not made a profit
in the last three years."” i

He said that it was of no particular interest who owns the stock of the
banks—whether it is owned by the Government or not. The principal
thing, he added, is who controls the money policies, and under the Banking
Act of 1935 this power is placed in the hands of the Board of Governors,
who are appointed by the President.

““Would it be objectionable to you if the Government owned the Reserve
System?” Representative Patman asked.

“I would put it this way,” Mr. Eccles replied. ‘“‘There is no necessity
for any stock in the System. I don't think thatis important. The question
is what are the powers of the System 7"

“Would you oppose a bill providing Government ownership of the
stocks?” Mr. Patman persisted.

) Favors Independence

“T do not see that it makes very much difference,” the Chairman
insisted. ‘I would oppose it if the banks did not have a certain amount
of independence. I would prefer that the stock be eliminated and have no
stock at all.”

He added that he had not given much consideration to the subject,
but Mr. Patman asked that he be prepared to go further into the question
because he would be asked to testify on his Government ownership bill
during hearings to be held later.

Mr. Patman then went into the question of the reserve requirement
increase, stating that he believed the Board was opposed to an increase
in the prices of raw materials and that the policy of the Board has been
one of deflation rather than inflation.

Defending the action of the Board, Mr. Eccles said that it made absolutely
no difference on the prices of commodities. If the Board’s action had
brought about such a restriction on the lending powers of the member
banks as to prevent a free flow of credit then it could be said that it was
deflationary, he stated. But the fact is, interest rates today are still
as low as they ever were.

“I cannot say that the action of the Board has restricted credit,” he
continued. *It was merely an adjustment of the position of the banks
to the new gold position which had been created in the form of foreign
capital that increased reserves to an unprecedented amount. It was felt
that the reserve requirements of member banks should be adjusted in
relationship to the amount of gold the Reserve system had. Even after
putting the increase in effect there was still $900,000,000 of excess re-
serves.” .

The Patman bill embodying legislation for Government
ownership of the Reserve banks was referred to in_our
April 24 issue, page 2752. Taxation of non-resident aliens
who have investments in this country is favored by Mr.
Eceles, as to this we quote the following from the “Journal
of Commerce” Washington dispatch:

Chajrman Eccles said that he would be in favor of increasing the with-
holding tax up to as high as 22 or 25%, while at the same time applying the
capital gains and losses levies to the realizations of the non-rexident aliens
from their activities in the American market. The withholding tax at the
present time is 10%, a levy he believed to be entirely inadequate.

He said also that in his opinion it should be a flat levy and not a graduated
arrangement because it would lead to less administrative difficulties and
minimize evasions. He added that he was “sure’ that the State Depart-
ment, which opposed a 22 % % Wwithholding levy proposed during considera~
tion of the 1936 Revenue Act would not seriously oppose an increase in
the present rate. '

The Chairman blamed much of the present troubles of the Treasury
Department with reference to gold upon the low rate of tax applicable to
income of non-resident aliens from investments in this country and appeared
insistent that action be taken at an early date to curb the inflow of gold
from abroad. He refused to predict, however, that legislation to accom=
plish this end might be expected before adjournment of Congress.

—_——

Regulations Issued Providing for Government Control
of Futures Trading in 13 Agricultural Products
Covered by Commodity Exchange Act

Regulations providing for Government control over futures
trading in the 13 principal agricultural products covered by
the Commodity Exchange Act were issued on July 14 by

Harry L. Brown, Acting Secretary of Agriculture. The new

regulations will become effective Aug. 2. The 13 commodi-

ties covered by the Commodity Exchange Act are wheat,
corn, oats, grain sorghums, rye, barley, flaxseed, rice, cotton,
butter, eggs, Irish potatoes ‘and mill feed. It is estimated
that the futures trading in these produets is $25,000,000,000

annually. Although the rules are applicable to all of the 13
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