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SUEZ CANAL COMPANY

ANNUAL GENERAL MEETING, JUNE 13, 1938

EXTRACT FROM DIRECTORS’ REPORT

The complete report will be sent upon application to the Company, 1 rue
d’ Astorg, Paris.

During 1937, traffic through the Canal was heavier than at any pre-
:xi&us period, including 1929, the most favorable year up to the present
e.

Receipts for the year would also have been much higher than those for
1936 if four Company, adhering to its customary policy, bad not enabled
users of the Canal to profit twice by these favorable circumstances: the
reduction of 6 pence in transit dues, effective July 1, 1936, and the further
reduction of 1 shilling, as from April 1, 1937, have ‘freatly affected receipts
for 1037, the former reduction being effective during the entire year,
the latter during nine months. As a result, receipts, in terms of Egyptian
f)ounds. appear to have declined by almost 5% in comparison with those

or 1936. Since, furthermore, the new expenses assumed by your Com-~

pany pursuant to the terms of the agreement with the Egyptian Govern-
ment increased expenditures by about 8%, the net result for the year

mreeaed1936 in.Egyptian pounds shows a decrease of about 11% compared

Expressed in francs at the average rate for the year 1937, this net
result amounts to approximately 852 millions, an increase of 36% in
comparison with the profit distributed for the preceding year. Adoded
to this sum, which represents the result from operation, is a purely finan-
clal profit of approximately 45 millions, resulting from conversion opera~
tions realized during the year.

W%lpropose that you increase to 820 francs the gross revenue of the
capital share (action de capital), which represents an increase of 36.6%
over lagt year. The balance of available sums would allow for an appro-
priation of 15 millions to the insurance fund and a similar amount to the
amortization, and building and material funds. We believe that the
appreciable rise in prices amply justifies these three appropriations.

The results of the first months of the current year show a decrease in
traffic of only 5% in comparison with the corresponding period of 1937,
which had been exceptionally favorable. In so far as it is possible to
make any forecast based upon this, u}:»on the present evolution of com-
mercial currents, and upon the hope of the stability of the exchange rate
at about its present level, it would seem that financial results may be
expected to be even more favorable during the current year than they
were during 1937. ‘

If the months to come confirm this forecast, we consider taking one
more step along the road which your Company has constantly followed,
and to enable the shvl‘})pl industry to profit b{ a new reduction before
the end of the year. e believe that such a decision would be particularly
opportune dugng the course of a Year, the first months of which have
witnessed an appreciable reduction in freight rates.

The agreement concluded with the Egyptian Government, which we
have reported to Kou during the past .twd years; has been ratified by
Parliament; it has been in effect for several months in a spirit of close and
confident cooperation. The expenditures for the year show, as we have
already indicated, the annuity ex%ense of 300,000 Egyptian pounds
stipulated in the said agreement. ince January 1, 1937, we have em-

Traffic through the Canal in 1937 increased to 6,635 transits, repre-
senting 36,491,000 tons net register tonnage. These figures exceed all
those previously attained.

This result is partly due to the still very heavy Italo-Ethiopian traffic,
at least during the first six months. But whatever this movement may
have amounted to, it was not less than during the preceding year, and the
progress of 12.7% during 1937 in comparison with 1936 is due, after all,

to normal traffic.

The distribution of the total net tonnage among the various categories
shows a substantial decrease, of 924,000 tons, in the transits of warships
and military transports. On the other hand, an increase was shown for
all categories of commercial vessels.

The weight of the merchandise carried through the Canal amounted to
32,776,000 tons, representing an increase of 7,220,000 tons, or 27.5%
over that for 1936. European exports were proportionately less favo
than European imports, as8 is ghown bﬁthe respective increases in transits
11311 trI%g two dlirectlons, i.e. 15% in the North-South and 35% in the South-

orth direction.

1f an examination is made of the distribution of traffic by regions of
source or of destination located beyond the Suez, it is to {e seen that
they all took part in the above-mentioned revival, particularly Australia,
whose traffic via Suez had been considerably reduced in 1936. The
routing of this traffic by way of the Cape of Good Ho%e was less than
in 1936. Although it is true that the reductions granted by the Company
may be responsible for these returns to the Suez route, the effect of favor-
able economic circumstances, particularly of a period of relatively high
freights, undoubtly also plays a part here.

Although the results of operation for 1937 are particularly favorable
a reversgf in the economic trend took place, termmnatlng the period of
progress which has lasted for more than four years.

The economic slackening was manifest, firstly, following the usual pro-
cedure, in the lowering of the price of raw materials, evident since March
and April, 1937. Industrial %tgoductlon, affected in its turn between
the months of June and September, brought with it the reduction in world
trade which, during the course of the second quarter, had attained its
maximum level, and which declined progressively until it had reached
for the first quarter of 1938, a level lower than 10%, of that for the second
quarter of 1937. This fa.ll[ng off in world trade fad itself as inevitable
corollaries an appreciable reduction in the freight rates for shipping and,
since the first months of 1938, an increase in laid up tonnage. .

The movement of merchandise by way of Suez has followed the evolu-
tion of world trade: for the first four months of 1938, the reduction of this
traffic, compared with the co nding months of 1937, amounted to
10.8%,, and it is not possible at the present time to foresee a reversal of
this declining tendency for the coming months.

The year 1938 has therefore opened with less favorable conditions for
the Suez Canal than the preceding year, so that total results for net ton-
nage passed in transit slightly lower than those for 1937 are to be
expected. .

The meeting unanimously approved all the resolutions presented by
the Board.

med Egyptian personnel under the conditions provided, and we have
the pleasure of seeing the first Egyptian Director join your Board.
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The Financial Situation

HETHER a cause of the excited securities mar-

kets of the past week, or a result of them, the

more cheerful mood prevailing for the moment, at
least, in the financial community affords a welcome

relief from the gloom that
has long been so pro-

nounced there. Certainly,

it would be impossible to
deny that abundant causes
existed for looking to the
future with misgivings, but
there is always the danger
that at such times we shall
-lose our perspective. The
more widely discontent
with the way that public
affairs have been managed
of late years spreads, the
better for all concerned,
but we must avoid the as-
sumption that the Ameri-
can people will never come
to a realizing sense of the
costliness of the blunders
now being committed in
the name of “refoym’ and
“recovery.” The economic
system of any relatively
young country with abun-
dant resources and an ener-
getic people is tough al-
most beyond belief. Ours
has managed to exist and
to maintain its vitality de-
spite the abuse that has
been heaped upon it for
years past, and doubtless
will survive further folly in
the future. The somewhat
~ greater degree of optimism
“now apparently develop-
ing, even though possibly
not altogether well founded
in' some instances, can
serve the useful purpose of
keeping alive the determi-
nation not to cease trying
to get our affairs straight-
ened out and our business
_ going as it should.

No good purpose would

be served, however, and
much harm could be done,
by lack of redlism at this
point. It is as yet rather
difficult to determine the
extent to which security
price movements of the
past week are to be consid-
ered essentially a forecast

of “inflation” to come, and to what extent they re-

If Only They Did Have to Compete

The former Chairman of the Tennessee Val-
ley Authority on Wednesday warned munici-
pal electric utilities executives of New York
State that “rates are coming down and public
municipal systems will have to compete with
these lower rates and with narrower margins
of profit,” adding that “in the face of this
steady lowering of rates and improvement of
service of the private companies, continually
better management of publicly-owned sys-
tems will be necessary to survive compe-
tition.”

It is true, of course, that improved service
at lower rates characterizes the history of
the utility industry, particularly, perhaps,
the recent history of the industry, but un-
fortunately it does not follow that publicly-
owned enterprises must meet this competi=-
tion to stay in business. If there were really
such a necessity, the public perhaps could
look with comparative equanimity upon the
construction of the numerous ‘“yard-stick”
projects that have been constructed, are
under way or are being planned.

Naturally, publicly-owned plants must
meet the rates charged by other enterprises
if they are to obtain and hold their customers,
but, as everyone knows, there is usually
nothing to oblige publicly-owned establish-
ments to maintain the rate-cost relationships
that natural law forces upon private plants.
Indeed, it is not often that a publicly-owned
utility enterprise knows its costs or will in-
clude all the elements of cost in its financial
statements, so that the public may determine
its status as an operating concern. It is
much more likely to fix low rates and leave it
to the taxpayer to meet the difference be-
tween the revenues received and the cost of
the service.

But there are still other ideas in the heads
of those who most strongly advocate public
owneérship of utility enterprises. The former
Chairman of the Tennessee Valley Authority,
indeed, reveals the fact that he himself holds

‘gsome of them. Forinstance, at another point

he asserts:

“No longer is electric power to be one of the
peculiar advantages of city living. It is to be
a universal servant for city and farm alike. A
widespread private utility with administra-
tive staffs in centers of population can serve
the surrounding areas with efficiency and
economy. As tural electrification becomes
universal, the large systems will be compelled
to give service to the poor regions along with
the good.

“If a publicly-owned municipal system fails
to serve or to cooperate with the surrounding
rural areas, it may be looked upon as an ob-
struction to progress. .it does serve the
surrounding area withdlt giving those areas
a voice in management and in policy-making,
there may be complaint of city domination of
rural affairs.”

There is nothing except meddling politics
to compel privately-owned utilities to serve
“poor areas’”’ which are unable to pay their
own way. If publicly-owned plants are to
operate not on the basis of profitability but
with an eye to vote-getting—as is implied in
some of the sentences just quoted—they are
doomed to economic failure from the outset,
however successful they may be politically.

progress in cutting back costs and thus in laying a
basis for profitable operations at lower unit prices.
The willingness of labor to work diligently and effec-
tively has without doubt increased considerably since

the hardships of the de-
pression have rid the eyes

[of many wage earners of

some of the scales that the
unhealthy boom of 1936
had caused to obscure their
vision. - Wages in a consid-
erable number of cases
have been reduced -and
hours lengthened despite
the efforts of the Adminis-
tration to prévent steps
such as these. Other econo-
mies have been likewise
effected wherever it has
been found possible to
effect them.  Recoveries
are made of such stuff.

Appraising Progress

We must not, however,
suppose for a moment that
progress in this direction
has been nearly so great as
would have been possible
in other circumstances.
Unionization of labor, con-
tractual obligations more
or less imposed by govern-
ment, taxes of crushing
weight and other elements
of inflexibility have imped-
ed progress at many points
and make future progress
about as difficult as could
well be the case. Neither
must we.permit oyrselves
to overlook the fact that
the inflationary activities
in which the Federal Gov-
ernmefit is at this moment
so energetically engaged-
will, as far as they have
the effect that is desired,
tend directly and quickly
to undo the good work that
has been accomplished dur-
ing the past year in getting
industrial and trade opera-
tions upon a reasonable
cost footing. The obvious
displeasure of the Admin-
istration with wage reduc-
tion and the like also
strongly suggests that it
will at the first opportunity

do what it can to aid wage earners to reinstate the

flect a growing belief in soundly better conditions to conditions existing at the peak of the 1936 boom.

come at some date not very far in the future. As to It is of special importance at this time that a
the prospect for genuine improvement, it can of realistic appraisal be made of existing conditions and
course be said with considerable assurance that in- that the rank and file as far as possible understand
dustry and trade have been.able to make observable the true inwardness of the existing situation and the
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outlook, since a great deal depends not so much upon
what the practical business executive does or does
not do during the next few months but upon the na-
ture of the mandate given the Federal Government
next autumn. It would be little short of tragic if the
hardships of the past year should all go for naught,
as they would, if they did not convince the voters of
the country that the wages of economic sin is death,
and that the public policies of the past few years
cannot possibly be considered as other than the
grossest sort of economic sinning.

It is ‘well, therefore, at the risk of triteness, to con-
sider calmly some of the claims that are being made
by government officials and others. for steps that
have been taken or are being planned as recovery
aids, and some of the distinctly more optimistic
prognostications now emanating from Washington
and elsewhere. The claims of the New Deal advo-
cates are sweeping and, as usual, extravagant, but
are not to be taken too lightly in the circumstances.
In general, the assertion is made that through the
social security program, so-called, extravagant sub-
sidies to farmers and others, and in various other
ways, the policies of the New Deal in the past are
serving to mitigate the rigors of depression, and that
this very alleviation of the hardships of depression,
along with larger doses of the same old drugs now
about to be administered in the name of recovery,
will shorten the period of depression, or,in other
words, convert depression into prosperity. It is of
course not for a moment conceded that there is any
essential difference between the “prosperity” that
is thus to be generated and the prosperity that

naturally follows a depression under normal con-
ditions.

Getting Down to Cases

One great danger in such preachments lies in
their vagueness. The average man is more likely to
be convinced by high-sounding generalities, superfi-
cially plausible, than by specific assertions citing
supporting evidence. It is well therefore to get
down to cases in discussing the situation. As to
social security programs, they have played no con-
ceivable part in relieving the hardship of the cur-
rent depression except to the limited extent that
unemployment benefit payments have been pro-
vided for a number of those who have found them-
selves out of work. These payments have, however,
been exceedingly meagre in comparison with other
forms of relief outlays, and therefore cannot with
any degree of reason be assigned a substantial part
in effecting any change in the basic situation by
-which the country is faced. Tgle phrase “other forms
of relief outlays” has been used advisedly, since
no matter what may be the effect of the payments
upon the attitude of mind of the recipient they are
nothing more and nothing less than a form of relief
payment. The recipient has contributed nothing to
provide the funds from which sueh payments are
made, nor have such funds been in any real sense
set aside against claims now being made. So far
as these claims are not met from current unemploy-
ment insurance contributions by employers—after
all, simply a tax, and a vicious tax, upon employers
of labor—they are being paid and will have to be
paid like other relief disbursements from the pro-
ceeds of loans to the Federal Government. But the
most important consideration in this connection is
the indisputable fact that the whole social security
program is much more important as a factor con-

LA

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

Chronicle 4005

tributing to conditions that create unemployment
than as an alleviating influence in the face of
distress,

As to farm subsidies which, so it is asserted, have
maintained rural purchasing power and thus pre-
vented effective demand for goods from declining as
greatly as otherwise would be the case, and which,
according to some official dreamers, will in the fu-
ture help to revive industry and trade by providing
an outlet on the farms for the products of the fac-
tories, it is hardly necessary to do more than cite
one obvious fact. The funds to pay these subsidies -
have come, and in the nature of the case must in the
future come, either from taxes imposed upon the
general public (which will of course reduce avail-
able purchasing power) or else from inflationary
funds artificially brought into existence for the pur-
pose. Thus it is obvious that any part played by
such subsidies either as an alleviating influence in
the presence of acute depression or as a stimulating
factor tending to end the depression is of an essen-
tially inflationary nature with all that this implies.
In fine, a claim that these subsidies help in a situa-
tion such as that now existing is tantamount to an
assertion that inflation is helpful at such times—a
statement that many in Washington, incidentally,
do not hesitate to make.

Inflation and Redistribution of Income

As to the specific recovery program now being
given effect at Washington, and as to other meas-
ures reputedly in high favor in official circles, they
are all either thinly disguised inflationary cam-
paigns or else rest upon the absurd assumption
often expressed that a “redistribution of income”
is the only dependable basis for durable recovery. It
appears to be a fact, singular perhaps but a fact
nonetheless, that the more the general doctrine of
inflation is preached by those in power the less faith
most business seems to have in it. When inflation
was ‘called “reflation,” or when its existence was
falsely denied, the public, including many who
should have known better, was often enthusiastic,
but inflation appears to be one of those things which
to be condemned need only to be called by their
right names. There is, however, an abundance of
hazard in this continuous effort to inflate. Famil-
iarity breeds a certain dulling of the sense of im-
pending danger, and the average business man is
inclined to be swayed in his judgment. of conditions
less by the names by which phenomena are called
than by the state of his own books, while the man
in the street tends to appraise the outlook upon the
basis of his own economic status at the moment.
There is as yet certainly no observable danger of
business executives becoming unduly enthusiastic
about even the immediate outlook and thus making
the kind of mistakes that inflationary excitement
usually brings. This may come later, but it does not
appear to be present now. What may happen during
the next few months, but which we earnestly hope
will not happen, is that encouragement about the
future, falsely based, may presently influence the
public in such a way that the policies which have
caused the depression and which cannot in the na-
ture of the case cure the ills they have produced will -
fare better at the polls next antumn than otherwise
would be the case. '

The redistribution of income theory of the Ad-
ministration is, we suppose, not very likely to be
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taken seriously by a great many so far as it is
brought forward as affording a means for stimulat-
.ing recovery or stabilizing business upon a satisfac-
tory basis, although it may well prove effective as
a bit of stump oratory. What is certain to happen
is that any serious efforts made to put the theory
into practice will presently arise to plague business
in its endeavor to. get upon a tolerable plane of
existence. The fact that the politicians defend such
measures as a means of inducing full recovery, and
the circumstance that supposed beneficiaries of
such measures echo these claims loudly are not
likely to alter the effect that they must have upon
the course of industry and trade.

There is of course not the slightest reason why
any elements of real encouragmeent to be found in
the situation should be belittled at any time or for
any purpose. Nor is there warrant for pretending
that conditions or the prospects are different from
what the facts indicate. Good reason, however, ex-
ists for taking special care to be judicial and realis-
tie in the analysis of both existing conditions and
the outlook, the more reason because the results of
such appraisal may be of real importance on elec-
tion day next autumn,

Federal Reserve Bank Statement

NLY modest changes are recorded in the current
condition statement of the 12 Federal Reserve
banks combined, even though the week to June 22
included the income tax collection period and the
compensating retirement of Treasury discount bills,
issued in anticipation of the payments. The Treas-
ury found its general account balance only slightly
lower and member bank reserve balances were only
a little higher. Actual reserve requirements of the

member banks plainly decreased, however, owing to

variations in their own deposits. The official esti-
mate of excess reserves over legal requirements in-
creased $50,000,000 in the statement week, to
$2,780,000,000. The Treasury continues to retire
$50,000,000 discount bills weekly from the market,
and this assures further.increases of excess reserves.
Although the credit reservoir is filling to ever higher

levels, it would appear that there is still no effective

demand for business accommodation. The condition
statement of weekly reporting member banks in
New York City reflects a drop of $13,000,000 in com-
mercial loans, and this trend also is reflected in the
reports from banks in 101 cities. Loans to brokers
and dealers by the reporting member banks again
“ have fallen to little more than nominal proportions,
after the bulge occasioned by the Treasury refinanc-
ing operation. Money in circulation is reported down
$18,000,000 in the Reserve credit summary for the
week to June 22.

Monetary gold stocks of the country increased
$7,000,000 in the statement week to $12,957,000,000,
but the Treasury refrained again from reimbursing
itself for the acquisition. Gold certificate holdings
of the regional banks dropped $1,489,000 to $10,-
635,912,000, but this was more than offset by an in-
crease of “other cash,” and total reserves of the re-
gional banks moved up $9,483,000 to $11,057,374,-
000. Federal Reserve notes in actual circulation
receded $14,534,000 to $4,108,568,000. Total de-
posits with the regional banks advanced $18,283,000
to $9,295,486,000, with the account variations con-
sisting of an increase of member bank reserve bal-
ances by,$17,638,000 to $7,921,888,000; a drop of the
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Treasury] general account balance by $6,297,000 to
$928,590,000; an increase of foreign bank deposits by
$10,013,000 to $149,500,000, and a drop of other de-
posits by $3,071,000 to $295,508,000. The reserve
ratio moved up to 82.5%, from 82.4%. Discounts
by the regional banks advanced $112,000 to $9,508,-
000. Industrial advances fell $100,000 to $16,535,-
000, and commitments to make such advances re-
ceded $38,000 to $13,600,000. Open market holdings
of bankers’ bills were unchanged at $537,000, and
the total of open market holdings of United States
Treasury securities likewise held unchanged at
$2,564,015,000, although small changes in the char-
acter of the Treasury issues were effected.

The New York Stock Market

TOCKS in the New York market turned abruptly
upward this week, with gains pronounced in all
divisions and groups. This welcome turn of affairs
isThighly remarkable, for sessions in preceding weeks
and months were dull and uninteresting, and there
was no single event that might be considered the
oceasion for the improvement. The sudden upswing
had every appearance of spontaneity, although care-
ful analysis rather suggests that many previously
disregarded causes contributed to the outburst of
optimism. Gains were large and almost continuous
throughout the week, with only occasional periods of
hesitation intervening to modify the advances. On
every small recession, moreover, fresh buying ap-
peared and brought about a new upsurge. The
movement gained momentum throughout the week,
with trading on the New York Stock Exchange hardly
more than 1,000,000 share on Monday, while turn-
over Thursday and yesterday hovered around the
2,500,000 share mark. Prominent steel stocks show
net gains from the week of about 10 points. -High
priced industrial issues in some cases advanced far
more rapidly, while low priced issues showed gains
of 1 to 5 points. Railraod stocks joined the trend
and market figures were raised 3 to 5 points even
in cheaper shares. In the utility group a few promi-
nent issues advanced sharply, but the threat of
government competition laid a restraining hand on
the bulk of stocks, and the gains in this group were
relatively modest.” *

The change which suddenly brought advances into
the list was unheralded. It is more than possible,
however, that belated recognition thus was given
the adjournment of Congress and the stimulus that
necessarily will result from the spending program of
Federal Administration. There was talk early in
the week of fresh currency tampering by leading
governments, and stout denials in Washington and
London failed to lay this ghost entirely, which sug-
gests that a flight from currency may have entered
into the market action. Tired shorts may have
covered to some degree after watching the market
get nowhere for months. Business reports were a
shade better, and while the change was modest it
contrasted with the expectation of accentuated
dulness during the rest of the summer. Speculative
purchases unquestionably played an important part
in the better trend, with the thin markets making
possible sensational gains. As the market advanced,
it is generally agreed, buying took on ever larger
proportions, which suggests that numberless investors
and speculators accepted the movement as the signal
for a definite turn for the better. Market analysts
proclaimed that the tendency justified their frequent
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assertions that the price structure was inordinarely
low on any basis of reasonable expectations for the
future. In short, many small trickles seemed sud-
denly to merge in a broad stream of buying, which
sent levels higher all around. Two seats on the New
York Stock Exchange were sold Wednesday at
$58,000 each, up $7,000 over the previous transfer
on June 20, which is a further indication of the sud-
den change in sentiment.

In the listed bond market an equally abrupt
turn for the better lifted speculative issues of all
kinds to better levels. United States Government
securities were inclined to ease slightly, possibly be-
cause funds invested in such obligations for safe-
keeping were transferred to the equities market for
gainful employment. Best grade corporate bonds
were steady. Among the depressed railroad se-
curities, however, a sharp and steady improyement
took place, which lifted levels 109 to 209, in many
instances, while some of the gains were far larger still.
Local traction bonds failed to join in the advance,

but most other special groups were better. Even
the speculative foreign dollar bonds were somewhat

improved. Among commodities the trend was
slightly better, and a little stimulus was afforded the
stock market from that direction. Grains were
strong early in the week, and not much changed
thereafter. Base metals were in keen demand and
the export price of copper advanced sharply, making
a mark-up in the domestic level possible. Lead
and zinc improved by successive stages.
exchanges were weak and strong by turns, with net
changes for the week of no great importance. The
official controls remained active and held variations
to small proportions.

On the New York Stock Exchange 114 stocks
touched new high levels for the year while 27
stocks touched new low levels. On the New York
Curb Exchange 52 stocks touched new high levels
and 35 stocks touched new low levels. Call loans
on the New York Stock Exchange remained un-
changed at 1%.

On the New York Stock Exchange the sales at
the half-day session on Saturday last were 104,530
shares; on Monday they were 1,087,050 shares; on
Tuesday, 1,457,030 shares; on Wednesday, 1,712,450
shares; on Thursday, 2,403,270 shares, and on Fri-
day, 2,290,640 shares. On the New York Curb Ex-
change the sales last Saturday were 27,165 shares;
on Monday, 141,320 shares; on Tuesday, 191,220
shares; on Wednesday, 204,835 shares; on Thursday,
298,745 shares, and on Friday, 318,010 shares.

The stock market the present week made excep-
tional strides after months of desultory and narrow
trading. Activity on the Stock Exchange last
Saturday was extremely narrow, with price fluctua-
tions limited to fractions. Sales volume, too, was
negligible, being the smallest in 20 years. A change
of heart came over the market on Monday, based
presumably on the Government’s “pump-priming”
program now under way, and prices, in a very bull-
ish session, were bid up from one to five points, to
close the day in most instances at their best levels.

- Share turnover, likewise, experienced a sharp pick-
up, exceeding one million shares for the day. The
progressive movement of stock prices continued un-
arrested on Tuesday, but average gains for the day
were limited from fractions up to two points, accom-
panied by a further increase in sales. Stock prices
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forged ahead on Wednesday, after some timidity,
to raise the level of prominent issues from one to
three points, with a further boost in daily transac-
tions to over one million seven hundred thousand
shares. Industrial news for the week revealed some
improvement, and its effect was not lost on a mar-
ket only too ready to make the most of its oppor-
tunities. No abatement of the sharp upturn in
stock values occurred on Thursday, and equities
again soared to new heights, with gains among the
leaders ranging from one to four or more points.
On the same day trading volume recorded the larg-
est turnover since the closing days of 1937. Profit-
taking and a desire on the part of traders to take
stock of the progress thus far made tended to check
the forward movement on Friday, after extending
the gains of the previous day by three or more
points. As compared with the close on Friday a
week ago, final figures yesterday stood out in bold
contrast. General Electric closed yesterday at
391, against 3315 on Friday of last week; Consoli-
dated Edison Co. of N. Y. at 2514 against 24; Co-
lumbia Gas & Elec. at 714 against 57 ; Public Serv-
ice of N. J. at 299 against 2634 ; J. I. Case Thresh-
ing Machine at 88 against 76; International Har-
vester at 6134 against 5034 ; Sears, Roebuck & Co.
at 6414 against 56 ; Montgomery Ward & Co. at 383
against 317g; Woolworth at 45 against 429, and
American Tel. & Tel. at 14014 against 1291,. West-
ern Union closed yesterday at 2555 against 2014 on
Friday of last week ; Allied Chemical & Dye at 16814
against 147V ; E. I. du Pont de Nemours at 11314
against 967; National Cash Register at 1934
against 15%4; International Nickel at 4734 against
42; National Dairy Products at 1433 against 1315,
National Biscuit at 24 against 231g; Texas Gulf
Sulphur at 33V against 31345; Continental Can at
45 against 387 ; Ilastman Kodak at 166 against
15014 ; Standard Brands at 7% against 714 ; West-
inghouse Elec. & Mfg. at 89% against 741 ; Loril-
lard at 1634 against 1614 ; Canada Dry at 18 against
1614 ; Schenl, y Distillers at 1714 against 1414, and
National Distillers at 2114 against 1834.

The steel shares made important gains this week.
United States Steel closed yesterday at 5214 against
4134 on Friday of last week; Inland Steel at 75
against 561%; Bethlehem Steel at 5433 against 44,
and Youngstown Sheet & Tube at 3915 against 28%.
In the motor group, Auburn Auto closed yesterday
at 314 against 254 on Friday of last week; General
Motors at 3334 against 2915; Chrysler at 541l%
against 4114, and Hupp Motors at 34 against 4.
In the rubber group, Goodyear Tire & Rubber
closed yesterday at 2034 against 1714 on Friday of
last week ; United States Rubber at 32 against 2634,
and B. F. Goodrich at 1514 against 12145. The
railroad shares came up from behind this week to
close materially higher. Pennsylvania RR. closed
yesterday at 18 against 141/ on Friday of last week;
Atchison Topeka & Santa Fe at 3154 against 2454
New York Central at 1434 against 1034; Union
Pacific at 7714 against 6155; Southern Pacific at
1454 against 1074 ; Southern Railway at 914 against
655, and Northern Pacific at 1015 against 7ls.
Among the oil stocks, Standard Oil of N. J. closed
yesterday at 5134 against 4614 on Friday of last
week; Shell Union Oil at 1434 against 1233, and
Atlantic Refining at 2334 against 20%5. In the
copper group, Anaconda Copper closed yesterday at
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291/ against 2354 on Friday of last week ; American
Smelting & Refining at 457 against- 3514, and
Phelps Dodge at 25 against 2034.

The major trade and business indices were only
modestly better for the week. Steel operations for
the week ending today were reported by the Amer-
ican Iron and Steel Institute at 28.0% of capacity,
against 27.1% last week, 29.0% a month ago, and
75.9% at this time last year. Production of elec-
tric power for the week to June 18 was reported by
the Edison Electric Institute at 1,991,115,000 kilo-
watt hours against 1,991,787,000 in the previous
week and 2,213,783,000 in the corresponding week
of last year. Car loadings of revenue freight for
the week to June 18 totaled 555,569 cars, the Asso-
ciation of American Railroads reports. This was a
gain of 1,715 cars over the preceding week, but a
drop of 197,218 cars from the similar week of 1937.

As indicating the course of the commodity mar-
kets, the July option for wheat in Chicago closed
yesterday at 753jc. as against 7834c. the close on
Friday of last week. July corn at Chicago closed
yesterday at 57%4c. as against 579c. the close on
Friday of last week. July oats at Chicago closed
yesterday at 27c. as against 2634c. the close on
Friday of last week.

The spot price for cotton here in New York closed
yesterday at 8.82c. as against 8.43c. the close on
Friday of last week. The spot price for rubber
yesterday was 13.95c. as against 12.25c. the close
on Friday of last week. Domestic copper closed
yesterday at 9c., the close on Friday of last week.

In London the price of bar silver yesterday was
19 pence per ounce as against 1834 pence per ounce
on Friday of last week, and spot silver in New York
closed yesterday at 423jc., the close on Friday of
last week.

In the matter of the foreign exchanges, cable
transfers on London closed yesterday at $4.96 5/16
as against $4.9714 the close on Friday of last week,
and cable transfers on Paris closed yesterday at
2.79c. as against 2.787c. the close on Friday of
last week. '

European Stock Markets

IVERGENT tendencies were reported this week

on stock exchanges in the leading European
financial centers. The London market improved in
a series of quiet sessions, with the sharp advance in
New York contributing to the better sentiment. In
Paris and Berlin, however, the movements alter-
nated between small gains and equally modestlosses,
with net changes for the week of no great conse-
quence., Rumors of currency devaluations by the
leading nations were current in Europe, as in the
United States, but they gained little credence in in-
formed circles and probably affected the securities
markets but little. Business reports are not encour-
aging in the great industrial countries of Europe,
for the decline that started in the United States
almost a year ago appears to be making inroads on
the affairs of Britain, I'rance and Germany. There
were indications, indeed, that the European markets
were sending funds to the United States for em-
ployment in our markets, on the theory that busi-
ness improvement here is likely to precede any
gains on the other side of the Atlantic. European
political problems remain unsolved and probably
affected the foreign securities exchanges to some
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degree. The continued sinkings of British commer-
cial ships in Spanish loyalist ports afford ground
for much apprehension, even though Prime Minister-
Chamberlain appears indisposed to taking any coun-
ter measures.

The London Stock Exchange was quiet and firm
in the initial trading period of the week, with firm-
ness of commodity prices contributing to the small
gains in securities. Gilt-edged issues were steady,
and industrial stocks showed small advances. Both
gold and base metal mining issues were in demand,
and other commodity shares likewise improved.
Anglo-American trading favorites were marked up-
ward in the foreign section. Most issues were in
active demand on Tuesday, partly in response to the
cheerfulness occasioned by reports of the rise in
New York. Gilt-edged issues lagged, for there were
indications of switching from such obligations into
more speculative securities. British industrial
shares did well, and gains were general in the com-
modity groups and in international securities. An-
other optimistic session was reported in London on
Wednesday. Gilt-edged stocks again hovered around
former levels, but industrial stocks advanced gen-
erally. Gold mining stocks were uncertain and oil
issues soft. Anglo-American issues reflected some
profit-taking at first, but a firm tone prevailed in
the end. Changes were small on Thursday, but the
tone was good. Gilt-edged issues were marked up-
ward as speculative funds flowed back into such
securities. British industrial stocks showed some
good spots, while others were uncertain, and in the
commodity group a similarly spotty condition pre-
vailed. Anglo-American favorites improved sharply
in response to overnight reports of New York ten-
dencies. Gilt-edged issues were firm in a quiet ses-
sion at London yesterday, while industrial stocks
forged ahead. International issues were in keen
demand.

Dealings on the Paris Bourse were on a small
scale as trading was resumed for the week on Mon-
day, but the trend was firm in almost all depart-
ments. Rentes were in demand, and most French
equities also improved, although best levels of the
day were not maintained. Commodity stocks ad-
vanced on gains in the staples, and international
issues were firm. After a good start on Tuesday,
prices declined on the Bourse and net changes were
small in most issues. Rentes with guaranties against
exchange fluctuations showed better results than
the ordinary variety. Electrical issues were firm
among the French equities, but commodity shares
slumped. In the international section sharp ad-
vances were stimulated by reports of the gains on
the New York market. Liquidation was the rule on
Wednesday, and most of the previous advances of
the week were canceled in that session. Rentes were
marked sharply lower, while French equities and
commodity shares likewise were unsettled. The
movements were attributed to profit-taking by pro-
fessional traders. International issues were better
supported than others. Movements on Thursday
were uncertain, with rentes well supported at previ-
ous levels. French bank stocks and other equities
were soft, and international issues were irregular
despite the favorable advices from New York and
London. Rentes were marked upward yesterday,
and French equities also were firm, but interna-
tional issues drifted downward.
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Modest trading and small price changes were re-
ported on the Berlin Boerse last Monday, with the
aloofness traceable in part to renewal of the anti-
Semitic movement in a more virulent form. A few
issues managed to close with small gains, but the
great majority of securities merely held to former
figures. Fixed-interest obligations were mildly ir-
regular. Issuance of a decree on Tuesday prohibit-
ing Jews from visiting the Boerse provoked a de-
cline in that session. Most losses were fractional,
but a few leading stocks showed recessions of 1 to
3 points. The trend on Wednesday was firm in al-
most all sections, but mining stocks moved slightly
lower. (Changes in equities were measured almost
entirely in fractions, while fixed-income securities
were dull and steady. A weak session of the Boerse
on Thursday was held due to liquidation of Jewish
holdings, following the decree banning Jews from
the market. Selling of securities was attributed also
in part to liquidation by others, to obtain cash for
purchases of Jewish enterprises, which are said to
be available at bargain prices in Nazi Germany.
Losses were general in the equities division, and
fixed-interest gecurities also were lower. The

Boerse was dull yesterday, with price changes small.

Foreign Policy

OMEWHAT belatedly, the Senate Committee on
Foreign Relations is to engage in a study.of

the vacillating and uncertain policy pursued by this
Administration in the highly important sphere of
foreign affairs. This was revealed last Saturday
by Senator Key Pittman, Chairman of the commit-
tee, as members of Congress moved out of Wash-
ington to mend their home political fences. Mr.
Pittman intimated, a dispatch to the New York
“Times” said, that the Neutrality Act would be
studied with particular care, and with a view to
revision of United States laws relating to foreign
affairs. He made it plain, also, that a good part
of the congressional session due to start next Janu-
ary well may be devoted to the problem. Secretary
of State Cordell Hull was represented as welcoming
the plan for giving greater attention to foreign
affairs. This turn of events is, indeed, a matter for
general satisfaction. The foreign policy of the
Roosevelt Administration has been whimsical and
quixotic, and a matter for extreme concern ever
since the President made his “quarantine” speech
at Chicago last October. It was anything but illumi-
nating to find the neutrality law made effective as

to both parties in the Spanish civil war, but com-

pletely disregarded as to the international conflict
in the I'ar East. The many conflicting pronounce-
ments on foreign policy by accredited spokesmen
for the Administration need to be harmonized, and
an independent survey by the Senate Foreign Rela-
tions Committee may afford at least an approach
to this end. It was once acutely observed, and
remains true today, that “domestic policy affects
your purse, but foreign policy may mean your life.”

European Diplomacy

HAT power and pressure diplomacy of a most
dubious nature holds sway among the prin-

cipal European countries again was made abun-
dantly clear' this week, With the Central Euro-
pean area relatively quiet for the time being, atten-
tion shifted sharply to the Spanish problem, which
must be settled before the major Powers can agree
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on further aspects of the European situation. It
would appear that Prime Minister Neville Cham-
berlain is quite ready to sacrifice the loyalist
regime in Spain to the ambitions of the fascists, for
the British leader induced France to tighten the
broader controls and lessen the supplies reaching
the loyalists through Bordeaux and other French
ports. Plainly enough, this is merely part of a
larger British scheme for understandings with Italy
and Germany which apparently are intended to
insure peace in Europe for some years to come. The
sharp British turn toward realism in international
affairs, signalized by the departure of Anthony
Eden from the Cabinet, thus continues in stark
effect. There is no present point in trying to antici-
pate the verdict of history, which may be in favor
of Mr. Chamberlain if his policy actually prevents a
general European war. Even if the looming war is
averted, however, the favorable verdict of history
will have to be tempered by some of the sacrifices
now being made, and by others that seem probable.

Termination of the brief French Parliamentary
session brought the European trend into clearer
relief, for on Monday an order was issued by Pre-
mier Edouard Daladier to close the border between
France and Spain to shipments of munitions for
either side in the Spanish conflict. Since the loyal-
ists depended largely on shipments from and via
France, while the insurgents receive ample supplies
by sea from their Italian and German allies, this
action was directed entirely against the loyalists.
It was followed on Tuesday by an agreement of
the London Non-Intervention Committee for. the
granting of belligerent rights to General Iranco
after “substantial progress” has been made in the
withdrawal of foreign volunteers from either side
in Spain. This procedure obviously relates to the
provision of the Anglo-Italian treaty preventing its
effectiveness until Italian troops are withdrawn
from Spain. It is reported in London dispatches
that Prime Minister Chamberlain is anxious at
almost any cost to place the Anglo-Italian pact in
full effect, so that negotiations can start for an
understanding between France and Italy on the one
hand, and between England and Germany on the
other. There have been numerous suggestions of
late that Mr. Chamberlain is willing to return some
former German colonies to that country, in the
effort to insure peace. It seems possible, indeed,
that a diplomatic deal underlies the German de-
cision of recent weeks not to invade Czechoslovakia.

The precise effect of this trend in diplomatic
affairs upon English opinion is difficult to assay.
Several important by-elections have been held in
Great Britain of late, and some seem to suggest
support for Mr, Chamberlain, while others suggest
disapproval. In the House of Commons a good deal
of resentment against the supine acceptance of
tascist bombing of British ships is expressed from
time to time. But judgment on the Chamberlain
policy as a whole plainly is being withheld, pending
determination of its results. With respect to Anglo-
American rapprochement the Commons has been
more emphatic. In numerous debates the Parlia- _
ment has indicated a desire for early negotiation
of the proposed Anglo-American trade agreement,
and settlement of the war debt problem is urged
as well. In Central Europe the German revival of
anti-Semitism has obscured mattersto a degree, but
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it is clear the international crisis involving Czecho-
slovakia has been modified. The Czech reserves
called to the colors a month ago were ordered home
late last week, although there is still no indication
of a satisfactory outcome of the Sudeten German
problem. French authorities remain uneasy regard-
ing the prospects, for they slipped through the clos-
ing session of Parliament a bill providing power for
yirtual conscription of the entire nation in the event
of war. In Southeastern Europe quiet conditions
prevail, although some diplomatic changes possibly
are brewing. The Yugoslavian Premier, Milan
Stoyadinovitch, concluded on Wednesday a brief
visit to Italy, in the course of which he conferred
with Premier Mussolini regarding problems of
mutyal interest.

Irish Election

RIME MINISTER EAMON DE VALERA and
his Fianna Fail associates won a sweeping vie-
tory in the Irish elections of June 17, and the pros-
pects now are for political calm and stability in
the State of Eire, or Ireland. When tabulation of
the ballots was completed on Tuesday it appeared
that the Fianna Fail would have 77 seats in the
new Dail Eireann, or lower house of the Irish Par-
liament. The United Ireland party headed by
William T. Cosgrave obtained 45 seats, laborites 9,
and independent candidates 7.. Mr. de Valera thus
will be able to count upon a clear majority in the
Parliament. It was noted by Dublin press corre-
spondents that the system of proportional repre-
sentation saved many seats for the opposition
groups, as the simpler system in use in England,
for instance, would almost have wiped out the other
groups, so far as Parliamentary representation is
concerned. The Irish leader dissolved Parliament
and called for new elections at a most opportune
moment, immediately after almost all outstanding
questions between England and Ireland were settled
in a formal treaty. Results of the balloting indicate
that his judgment was sound, and that a great
majority of his countrymen are content with his
policies. It was considered noteworthy that sup-
port for the Fianna Fail came from all groups and
gections of Ireland, regardless of religious differ-
ences or the schisms that varying degrees of wealth
often occasion. The question of Northern Ireland
remains unsettled, of course, but there have been
suggestions in recent months that the British Gov-
ernment may come to take a more liberal attitude
on this matter, as it has of late on trade and debt
questions.

Greater Germany

NTEGRATION of Austria with the German Reich
apparently has occasioned no changes in the
peculiar beliefs and practices that constitute the
German variety of fascism, although the area over

which they are operative naturally is wider. The
problem of Austrian debts, which the small former
State had no difficulty in servicing, remains to be
settled. The great human question of anti-Semitism
is even more pressing, for there were indications
this week of an accentuation of the drive against
any and all persons with the slightest trace of Jew-
ish blood in their veins. Usually such maneuvers
signify growing difficulties in the economic or
political spheres, from which the attention of the
populace is drawn by campaigns of hate and vilifi-
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cation directed against special elements. The
official drive against Jews in Greater Germany
reached a new pitch over the last week-end, with
every effort made to force the poor unfortunates
to flee the country at the expense of relatives or
associates abroad. The childish practice of marking
Jewish shops in Berlin and other cities was re-
sumed, but at least a little comfort can be drawn
from the reports of foreign press correspondents, to
the effect that the German people looked upon these
measures with obvious disapproval. Brash young-
sters of the Nazi party were considered responsible
for the latest outburst, but the question of official
approval was settled on Tuesday by . Propaganda
Minister Joseph Goebbels, who warned all Jews that
they must leave Berlin “very soon.”

It is more than possible that the new outburst
of Jew-baiting in Germany is intended by the
authorities to divert public attention from the
Czechoslovakian stalemate, or from the increasing
economic difficulties of the Reich. After a long
campaign of propaganda in the completely con-
trolled German press, most Nazi adherents doubt-
less expected Herr Hitler to take over the Sudeten
Germans in Czechoslovakia without more ado, at
the first opportunity. But the calm preparations
for resistance by the small democracy, and the
assurances of French support, checked any move by
{he German authorities. Similarly, there are indi-
cations that German export. trade is dwindling
rapidly, and the dependence of the country upon
its foreign trade makes this a serious matter. So
far as German-Austrian debts are concerned, the
authorities of the enlarged Reich apparently remain
willing to engage in discussions. A group of Ger-
man financial experts arrived in London, Wednes-
day, to confer there with British and other repre-
sentatives regarding the debts of the former State
of Austria. London dispatches suggest that the
problem of all external obligations of Germany and
Austria probably will come under review. The Ger-
man delegates are said to be inclined toward regu:
larization of the position through general reduc-
tions of the coupons on external obligations of a -
governmental nature, with a view to avoidance of
further “clearing” restrictions. The need for haste
is obvious, since the British Chancellor of the Ex-
chequer, Sir John Simon, has served notice that a
more intensive application of the “clearing” prin-
ciple will follow a lack of payment on the Austrian
international loans that have been guaranteed by
other nations.

Spain :

ONCE again international aspects of the Spanish

civil war are predominant, although events of
the war itself also are momentous. There appears
to be every likelihood of new pressure by the great
European Powers on the loyalists and insurgents
within Spain, intended to end the struggle rapidly
and make possible the effectiveness of the treaty
between England and Italy. The pact between those
Powers is to come into force only after the with-
drawal of TItalian “volunteers” from Spain. In
order to hasten the event, it is reported in dispatches
from several European capitals that Prime Minis-
ter Neville Chamberlain obtained assurances from
France that the frontier of the Pyrenees will be
closed to the transportation of munitions. This can
only be interpreted as a concerted effort to insure
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collapse of the loyalist defense and a quick victory
for General Francisco Franco and his insurgents.
The London Non-Intervention Committee met on
Tuesday and formulated still another proposal for
withdrawals of foreign participants from both sides,
and even Russia agreed to the suggestions on this
occasion. The proposal, which is linked with the
extension of belligerent rights, calls for a count of
foreigners on either side and the granting of bellig-
erent rights when “substantial progress” has been
made. It is admitted that another month or two
must elapse before a real start can be made, and it
is more than possible that the fascist backers of the
insurgents anticipate a loyalist collapse before any
withdrawals are really made.

Military events of the war again indicated, this
week, the superiority of the insurgents in materials
and in tactical skill. The insurgent drive toward
Valencia was intensified, and by Thursday the
troops of General Franco had reached the outer rim
of defenses of that large city. Formidable fortifica-
tions were hastily constructed by the loyalists some
14 miles from Valencia, in anticipation of the
attack, and another pitched battle of considerable
proportions is likely to develop. : The insurgents
also continued their drive in the Penarroya salient
toward the Almaden mercury mines, but made rela-
tively little progress. The Catalonian front was
quiet all week. Rumors circulated this week of
difficulties within the loyalist ranks, and espionage
trials of 195 military and civil officials of Govern-
ment Spain gave color to the reports. Airplane
bombings by the insurgents were continued, but
they were directed rather against shipping in loyal-
ist ports than against the helpless populations.
Two British ships were sunk outside Valencia har-
bor on Wednesday, but there was no particular
reaction to this state of affairs in British official
circles. The underwriters grouped as Lloyd’s, of
London, were reported planning to bill General
Franco for ships lost and damaged in loyalist ports
through airplane bombings. An American ship was
hit by a bomb last Sunday, but sustained little
damage.

Sino-Japanese War

ITTLE actual fighting was done in China this
week, largely because Japanese military plans
went awry as flood waters from the. Yellow River
poured through the breached dikes and spread over
the area between the invaders and their goal of
Chengchow. Some reports indicate that large
amounts of Japanese supplies were caught in the
flood and damaged or destroyed. It was generally
admitted, moreover, that most of the Chinese people
were not averse to the breaching of the levees, and
there were suggestions that similar measures may
develop along the Yangtze, if the Japanese try to
move up that valley toward Hankow. With flood
waters due to impede their progress toward Cheng-
chow for some months to come, the Japanese were
said to be shifting their troops and mechanized
equipment to the south, for assaults on Hankow or
the lines of supply between Canton and the capital.
The Japanese navy remained active, although the
land forces of the invaders were unable to make
progress. Dozens of Japanese craft moved slowly
up the Yangtze, and landing parties made occasional
sortees to ease the progress of the ships. This move
up the great river is probably a feint, however, or
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intended for home consumption in Japan, as the
difficulties are too great for any reasonable assump-

tion of success. The Chinese defenders claimed
officially on Monday that four J apanese ships had -
been sunk in the river by airplane bombs. The war
delay is being utilized by the Chinese in strengthen-
ing the defenses of Hankow and other vital cities.

Guerrilla tactics against the invaders are being pur-
sued relentlessly, throughout the vast area nomi-
nally occupied by the Japanese.

An indication was afforded Thursday that the
Japanese are finding the economic havoe of the
long-continued warfare most trying. The Chinese
defense tactics are based primarily on prolongation
of the conflict, in the belief that collapse will
occur sooner in Japan than in China. J apan
now has taken another step which suggests that the -
Chinese calculations may prevail in the end. Orders
were issued in Tokio placing in effect, as of July 15,
the “mobilization of materials” section of the gen-
eral laws marshaling all forces of the country, at
the discretion of the ruling regime. “The ultimate
end of the current incident still is very distant,” an
official statement admitted. TFurther control over
economic activities was held necessary, and will
be reflected next month in restricted use of metals,
chemicals, oil, gasoline, rubber, wool, linen, leather
and lumber. Thrift is to be urged upon the populace
and foreign trade is to be subjected to greater con-
trols. Commodity prices will be regulated with a
view to halting the sharp upward trend in terms
of the yen. Mining and other industries within
Japan are to be stimulated additionally. Of some
interest, also, are Shanghai reports of Thursday that
fresh peace moves have been initiated by leaders of
the Japanese puppet regime in Peiping. The sig-
nificance of such reports remains to be determined.
The Japanese militarists issued a general warning
to foreign consulates in China, Monday, that a great
extension of activities may take place, and all for-
eigners were warned to leave a vast zone extending
down to the island of Hainan, off the southern
coast of China. The warning was generally dis-
regarded. ‘

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:

Rate in
Effect Date
June24| Established

Hungary...| 4 Aug. 24 1935
3 Nov, 29 1935
June 30 1932
1% |May 18 1936| 5

Pre-
elous
Rate

Rate in
Effect
June24

Argentina..| 3%
Batavia ...
Belgium...
Bulgaria...
Canads....

Colombia. .
Czechoslo-
vakia ...
Danzig. ...
Denmark ...
England...
Estonla. ...

Country

Country

Date
Established

Mar. 11936
July 11935
May 30 1938

EYIN
X

o

RN
o
io
S

Jugoslavia .
Lithuania...
Moroceo ...
Norway ...
Poland. ...
Portugal...
Rumania ..
SouthAfrica
Spain

Sweden. ...
|Swltzerland

May 28 1935
Jan. 51938
Dec. 17 1937

Sept. 25 1934
Dec. 41934
May 121938

RXRXR X X'

Finland ...
France ...
Germany ..

e

July J10 1935
Dec. 11933
Nov. 25 1936

AN

L L T R
XX XX XXX
- T P TS,

Greece -.-.
Holland ...

NORNDBOINORRGS  An
WO TIW Gvda SR
'

X

Foreign Money Rates

N LONDON open market discount rates for short

bills on Friday were 549, as against 4% on

Friday of last week, and 9-16@54% for three-months

bills, as against 549 on Friday of last week. Money

on call at London on Friday was 14%. At Paris the

open market rate remains at 2149 and in Switzer-
land at 19%.
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Bank of England Statement

HE statement of the Bank of England for the
week ended June 22 shows a further contraction

of £2,465,000 in circulation, bringing the total down
to £483,272,000 from the Whitsun peak of £490,721,-
330 reached June 8; a year ago notes in circulation
aggregated £483,719,372. This is only the second
return of the Bank in over four years to show circu-
lation under the corresponding week of a year earlier.
The previous occasion was May 19 last, when French
dehoarding was in progress. Bullion holdings rose
£58,472, and together with the circulation decline
resulted in a gain of £2,523,000 in reserves. Public
deposits increased £10,100,000, while other deposits
fell off £11,488,578. Of the latter amount, £3,549,-
493 was from bankers’ accounts and £7,939,085 from
other accounts. The reserve proportion rose to
27.109, from 25.39, a week ago and compares with
29.509, last year. Loans on government securities
fell off £4,225,000 and on other securities increased
£353,419. Other securities consist of discounts and
advances, which fell off £180,501, and securities,
which increased £533,920. No change was made in
the 29, discount rate. Below are the figures for

the week with comparisons for preceding years:
BANK OF ENGLAND'S COMPARATIVE STATEMENT
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June 22,
1938

June 23,
1937

June 24,
1936

June 26,

June 27,
1935 4

193

£

381,689,890
17,630,254
132,826,197
96,309,104
36,517,093
81,006,071
16,983,605
6.079,604

£ £ £
183,272,000| 183,719,372 134,789,12(
21,656,000( 15,458,991| 20,046,771} 16,163,41¢€
Other deposits 140,819,45¢1132,173,025(128,195,701|141,115,90
Bankers' accounts-|105,512,704| 94,987,464| 00,822,167(102,360,761
Other accounts...| 35,306,75¢| 37,185,561| 37,373,547 | 38,755,14¢
Govt, securities 110,176,164| 98,027,532| 99,603,310| 96,186,044
Other securities 26,127,262| 23,033,70€| 24.095,564| 22,500,881
Disct. & advances.| 5,500,185| 3,756,142 7,640,847| 10,165,22¢
Securities 20,627,07¢| 20,177,664| 16,454,721 12,425,65| 10,904.001
44,052,000| 43,588,83¢| 42,486,622| 56,462,75f| 70,454,023
327,325,220|327,308,210(217,275,747|193,322,457|192,143,913

27.10%| = 29.50% 28.60% 35.89% 46.82%
2% 2% 29 29. 2%

£
Circulation 396,859,702

Reserve notes & coln

Coln and bulllon....

Proportion of reserve
to llabilities

Bank rate

Bank of France Statement

HE statement for the week ended June 16 showed

a further decline in note circulation of 822,000,-

000 francs, the total of which stands at 99,413,694,340
francs, compared with 85,798,933,660 francs a year
ago and 84,803,701,040 francs two years ago. French
commercial bills discounted also registered a loss,
namely, 974,000,000 francs, and creditor current
accounts 625,000,000 francs. Another slight in-

crease was shown in the Bank’s gold holdings, the

total expansion of which for seven consecutive weeks
being 1,131,486 francs. Gold holdings now total
55,808,091,318 francs, as against 57,359,105,452
francs last year and 53,952,610,373 francs the pre-
vious year. Credit balances abroad rose 4,000,000
francs and advances against securities 7,000,000
francs, while the items of bills bought abroad and
temporary advances t6 State remained unchanged.
The reserve ratio rose to 47.419,, compared with
54.929, a year ago and 58.479, two years ago. Be-
low we furnish the different items with comparisons
for three years:
BANK OF FFRANCE'S COMPARATIVE STATEMENT

June 25, 1938

Chronicle
New York Money Market

ITTLE business was done this week in the New
York money market, and rates once again
were unchanged in all departments. Increased
stock ‘market activity had not so far been reflected
by any appreciable demand for accommodation, ap-
parently because broker balances are ample for the
immediate needs. DBankers’ bill and commercial
paper dealings held to former low levels, with the
rates merely carried over. The Treasury sold last
Monday a further issue of $100,000,000 discount
bills due in 91 days, and a record low average of
0.016% was reported on awards. Call loans on the
New York Stock Exchange were again 1% for all
transactions, while time loans held to 1%4% for
maturities to 90 days, and 11%4% for four to six
months’ datings.

New York Money Rates

EALING in detail with call loan rates on the
) Stock Exchange from day to day, 1% was the
ruling quotation all through the week for both new
loans and renewals. The market for time money
continues quiet, no transactions having been reported
this week. Rates continued nominal at 1249 up to
90 days and 1149, for four to six months maturities.
The market for prime commercial paper has been
very quiet this week. The demand has been good,
but prime paper is slow in coming out. Rates are

quoted at 3% @19 for all maturities.
Bankers’ Acceptances

THE market for prime bankers’ acceptances has
been very dull this week. Transactions have
been very light and interest in prime bills is declining
more and more each week. There has been no
change in rates. Dealers’ rates as reported by the
Federal Reserve Bank of New York for bills up to
and including 90 days are 149, bid and 7-16%, asked,;
for bills running for four months, 9-16% bid and 4%
asked; for five and six months, 4% bid and 9-16%
asked. The bill-buying rate of the New York Reserve
Bank is 149, for bills running from 1 to 90 days.
The Federal Reserve Bank’s holdings of accept-
ances remain unchanged at $537,000.

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
June 24

Previous
Rate

Federal Reserve Bank Date
Established

;N
N

Changes

Jor Week June 16. 1938 | June 17,1937 | June 19, 1936

Francs Francs Francs Francs
+118,388|55,808,091,318(57,359,105,452(53,952,610,373
+4,000,000 23,002,972 15,332,055 176,703,186

—974,000,000| 6,515,934,952| 8,544,922,029| 7,608,901,262
No change| 778,276,405/ 1,038,990,126
+7,000,000{ 3,520,434,266| 4,080,785,554| 3,494,729,541
—822,000,000/99,413,694,340|85,798,933,660|84,803,701,040
—625,000,000{18,305,135,926|18,633,412,465| 7,468,880,594

No change|40,133,974,773(19,979,738,771

+0.58% 47.419 54.92%

2 Includes bills purchased in France. b Includes bills discounted ab:
resenting drafts on Treusury on 10-billion-franc credit ope:%d at Bs;ﬁd'
Since the statement of June 29, 1937, gold valuation has been at rate of 43 mg.
gg%g'v%lm’txl]:ﬁ l\?;s n;:sngg previoturs to th?t, time and subsequent to Sept. 26, 1936,
. per franc; prior s
B o 10 tstane prior to Sept. 26, 1936, there were 65.5 mg.

Gold holdings. ......
Credit bals. abroad.
a Irench commeroial

bills discounted..
b Bills bought abr'd
Adv. agalnst securs..
Note circulation. ...
Credit current acets.
c Temp. advs. with-

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

hand to sight liab.

¢ Rep-

1,280,070,594

ok bk o o ek ok ok ok ok et ek ek

RERRERRRRXR R
19 1009 19 19 19 29 DO O RO = 0D

Sept. 3, 1937

Course of Sterling Exchange

TERLING exchange has receded from the high
levels of last week when exchange quotations
were governed by the scramble for gold in the London
open market. The foreign exchange market is now
more nearly normal. The range this week has
been between $4.95 5-16 and $4.9714 for bankers’
sight, compared with a range of between $4.96 9-16
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and $4.98 3-16 last week. The range for cable
transfers has been between $4.9534 and $4.97 3-16,

compared with a range of between $4.9654% and.

$4.9814 a week ago.

The excessive demand for gold in London which
characterized last week’s foreign exchange market
came to an abrupt end on Friday of that week. Dur-
ing the rush into gold the total offerings in the London
market for the six days at the time of price fixing
amounted to £5,785,000. It was asserted in London
that since the inception of the rumors Continental
hoarders and other gold buyers were believed to have
purchased at least £5,000,000 in gold after the fixing
hour. Thus approximately £11,000,000 was taken
during the week, more than had been placed on offer
at price fixing time in any month during the past
few years.

The termination of dollar devaluation rumors which
had started the movement into gold was due to
several factors. Responsible banking interests in
London, Amsterdam, and Paris refused to encourage
the idea of dollar devaluation and emphatic denial
of such a prospect by Secretary Morgenthau effec-
tively ended the gold hysteria.

The British Exchange Equalization Fund provided
most of the metal absorbed by the market. The
action of the British authorities in placing an almost
prohibitive price on the metal effectually arrested
the demand for gold. The fund still continues to
supply the major part of the gold bought in the open

“market. The Fund’s gold supply has, it is believed, -

been seriously depleted in recent weeks. It is esti-
mated to have declined £60,000,000 to £70,000,000
since Easter. On Sept. 30 the Fund held £279,-
000,000 in gold. It is believed that the Fund
profited by the recent demand and that undoubtedly
it will soon have an opportunity to replenish its
stocks at lower prices. A decline in the gold price is
expected.

It is felt in London that dollar exchange is likely
to assume a firmer trend as Continental operators
are now covering their positions. British business
men consider it undesirable to permit the dollar to
weaken against sterling as the depreciation would
intensify the present overvaluation of the pound and
the persistent trend toward larger British import
surpluses and larger United States export surpluses.

The improvement in the dollar was aided by
Secretary Morgenthau’s emphatic denial that the
currency would be devalued.

The statement made on Monday by Joseph P.
Kennedy, United States Ambassador to Great
Britain, on his arrival in New York had an important
effect in restoring more normal trading conditions
not only in the foreign exchange market but in the
securities and exchange market. Mr. Kennedy is
reported to have said in part: “If the United States
should devalue, then England, France, and every
other country would devalue and all the advantages
would be lost. It seems to me the day of devices is
gone.”’

Secretary of State Hull was asked a few days ago
whether the 24-hour monetary policy of the United
States was impeding negotiations of a trade treaty
with Great Britain. “The problem of lowering trade
barriers and of exchange stabilization run concur-
rently together,” the Secretary replied. When asked
if his remark did not indicate that monetary as well
as trade problems were being discussed, he replied
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that they were not being discussed jointly since the
Treasury . handles monetary problems, while' the:
State Department handles trade agreements. MTr.
Hull’s remarks definitely idid not close the door upon
monetary discussions between the two countries.

Commercial, tourist, and other seasonal factors
are now the prevailing influence in the foreign ex-
change market. For some time there have been
signs of Japanese selling of dollars and buying of
sterling, believed to be entirely on commercial ac-
count and to have no relation to dollar specualtion.

The adjournments of the French Parliament and
of the United States Congress have likewise helped
the general business markets in all countries. The
decided upswing in prices on the New York Stock
Exchange in the ‘past few days has been encouraging
to European business.

In this connection foreign exchange traders here and
abroad assert that there is a more pronounced move-
ment of idle Continental funds to the United States.
This does not mean that there is no longer a movement
of currencies into gold. The trend toward gold still
continues, but without evidences of hysteria, and’
may be expected to persist as long as there is marked
political unrest and as long as currencies are not actu.
ally stabilized on a gold basis. While the United
States retains half the world’s monetary gold stock,
there will be interests both American and foreign
which will find it necessary to maintain private gold
reserves. '

The American gold store on June 16 amounted to
$12,951,458,522. The British authorities are also
gradually accumulating gold. A very large share of
the gold imported by London remains there. For
the five months ended May 30 imports of gold to
London amounted to £104,335,655, against £135,-
914,859 in the corresponding period of 1937. British
exports of gold in the first five months of 1938 were
£42,548,392, against £108,915,488 in 1937.

Money in Lombard Street continues abundant.
This was gain evidenced by the success of the new
British defense loan issued last week. An expected
total of £80,000,000 was exceeded by an equal amount
within a few hours. Allotments were scaled down by
one-third to large takers. Call money against bills
is in supply at 169%. Two-three-, and four-months’
bills are 19-329, and six-months bills are 54%,.

Gold on offer in the London open market at price
fixing time was as follows: on Saturday last £405,000,
on Monday £349,000, on Tuesday £495,000, on
Wednesday £448,000, on Thursday £771,000, and on
Friday £558,000.

At. the Port of New York the gold movement
for the week ended June 22, as reported by the Federal
Reserve Bank of New York, was as follows:

GOLD MOVEMENT AT NEW YORK, JUNE 16-JUNE 22, INCLUSIVE

Imports Ezports
$1,193,000 from India , None

Net Change in Gold Earmarked Jor Foreign Account
Decrease=$563,000

Note—We have been notified that approximately $1,969,000 of gold
was received at San Francisco, of which $1,506,000 came from Australia
and $463,000 from Hongkong.

The above figures are for the week ended on
Wednesday. On Thursday there were no imports or
exports of the metal or change in gold held earmarked
for foreign account. On Friday there were no im-
ports or exports of the metal or change in gold held
earmarked for foreign account.

Canadian exchange during the week ranged between
a discount of 17-649, and a discount of 3/9.
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The following tables show the mean London check
rate on Paris, the open market gold price, agﬂ_ the
price paid for gold by the United States: .~ * :

MEAN LONDON CHECK RATE ON PARIS
Saturday, June 18 Wednesday, June 22

Thursday, June 23....... 177:92
Tuesday, June 21 Friday, June 24 177.89

LONDON OPEN MARKET GOLD PRICE
Saturday, June 18 ..140s. 10d. Wednesday, June 22. ...140s. 10d.
Monday, June 20._..140s. 10d. Thursday, June 23....140s. 9d.
Tuesday, June 21....140s. 914d. | Friday, June 24.__..140s. 10d.

PRICE PAID FOR GOLD BY THE UNITED STATES (FEDERAL
RESERVE BANK)
$35.00 | Wednesday, June 22
_ Monday, June 20 35.00 | Thursday,
" Tyesday, June 21 35.00 | Friday, June 24

Referring to day-to-day rates sterling exchange on
Saturday last was lower in limited trading. Bankers’
sight was $4.97 1-16(@$4.97 14; cable transfers $4.9714
@%$4.97 3-16.  On Monday the pound was lower in
terms of the dollar. The range was $4.96%4@
$4.97 1-16 for bankers’ sight and $4.96 7-16@
$4.9714 for cable transfers. On Tuesday the dollar
was again favored. Bankers’ sight was $4.95 5-16@
$4.9614; cable transfers $4.95%4@%$4.96 3-16. Om
Wednesday sterling was steady in more normal trad-
ing. Bankers’ sight was $4.9534@%4.95 11-16; cable
transfers $4.9514@%4.9534. On Thursday sterling
was steady. The range was $4.9515(@%4.96 5-16
for bankers’ sight and $4.95 11-16@%4.963% for cable
transfers. On Friday exchange on London was steady
with the pound in fair demand. The range was
$4.95 15-16(@@$4.96 5-16 for bankers’ sight and $4.96
@%$4.96%% for cable transfers. Closing quotations on
Friday were $4.9614 for demand and $4.96 5-16 for
cable transfers. Commercial sight bills finished at
$4.96 1-16, 60-day bills at $4.95 5-16, 90-day bills at
$4.95, documents for payment (60 days) at $4.95 5-16,
and seven-day grain bills at $4.9575. Cotton and
grain for payment closed at $4.96 1-16.

Saturday, June 18

Continental and Other Foreign Exchange

FRENCH francs continue exceptionally steady in
terms of sterling and the dollar. Frequently the
franc has ruled below 178 franes to the pound (favor-
able to Paris), as against new parity of 179 francs to
the pound. The unit has however been slightly less
favorable with respect to the dollar. The improve-
ment in the franc was due largely to the dissolution
of Parliament, which occurred on June 17.

Inasmuch as Parliament does not reconvene before
November, there is a prospect of four months of
relative internal calm. The fact that the European
outlook is for the time being more hopeful also
strengthens the position of the franc. It is probable
also that the labor leaders are inclined to cooperate
with the government in removing rigidity of the
application of the 40-hour week. This should
intensify efforts to increase production and to pre-
vent prices from rising.

However, prices have risen considerably since
April. The French wholesale price index for May
was 643, compared with 619 for April.and 529 in
May, 1937. The index for retail prices in the Paris
region was 698 in May, compared to 691 in April and
586 in May, 1937. The foreign trade situation of
France is also showing improvement although the
trade deficit is still severe. Imports by France for
the first five months of 1938 were valued at 19,462,-
000,000 francs, a gain of 2,877,000,000 francs over
the same period of 1937. Exports amounted to
11,690,000,000 francs, a gain of 271,000,000 francs.
Compared with 1937 imports increased in value 17 %
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and exports 30%. The trade balance in-the first
five months of May represented a deficit of 7,773,
000,000 francs, compared with 7,560,000,000 franes
in the corresponding period of 1937.

A few days ago Premier Daladier asserted that it
is indispensable to increase French production and
consequently the number of hours worked. Almost
immediately thereafter M. Leon Jouhaux, leader of
the trade unions, who represents the French workers
at the International Labor Bureau in Geneva also
said that if other countries refused to adopt the 40-
hour week France could not subject herself to this
limitation.

Financial observers in Paris assert that if political
struggles abate in intensity and if a calmer spirit
prevails, improvement in the French economic situa-
tion can be hoped for and a return of confidence
expected. In the past week the French Bourse has
shown a brighter tone. If French securities recover
from their extremely low levels in an active upward
movement, such a development would help to pro-
mote economic recovery.

The problem is however far from solution. In the
last few days there has been no evidence of official
control in the dollar-sterling market either in New
York or London, but the French control was reported
to have operated on both sides of the franc-sterling
market abroad, indicating an uncertain market for
French currency in London. This condition, it may
be safely assumed, also reflected corresponding un-

‘certainty in Continental markets as to the outlook

for the franc.

Belgian currency continues to show marked im-
provement over recent weeks. Par of the belga is
16.95. Spot belgas have ruled above this level
throughout the week, frequently going above 17.00.

The German “free’’ or gold mark continues to move
in close relationship to sterling and the neighboring
currencies, but the so-called gold mark hardly figures
in international exchange, while the “aski’”’ marks,
or compensated marks, the currency Germany uses
in trading with foreign countries, are giving increas-
ing dissatisfaction to foreign countries buying from
and selling to Germany. On June 22 the Bank of
Brazil posted a notice suspending ‘“until further
orders” purchases of German compensated marks.

The following tables show the relation of the leading
European currencies to the United States dollar:

0ld Dollar New Dollar

Parity Parity a
3.92 6.63
13.90 16.95
5.26 8.91

"Range
This Week

2.7814 to 2.79%
16.9614 to 17.01%%
5.2614 to 5.261%
Switzerland (franc).....--- 19.30 32.67 22.96  to 22.98%4
Holland (guilder) . 40.20 68.06 55.3514 to 55.49

a New dollar parity as before devaluation of the European currencies
between Sept. 30 and Oct. 3, 1936.

b Franc cut from gold and allowed to “float’’ on June 30, 1937.

< On May 5, 1938, the franc was devalued on a de facto basis of 179
francs to the pound, or 2.79 cents a franc.

The London check rate on Paris closed on Friday
at 177.89, against 178.35 on Friday of last week. In
New York sight bills on the French center finished
at 2.7874, against 2.7814; cable transfers at 2.79,
against 2.7874. Antwerp belgas closed at 17.00 for
bankers’ sight bills and at 17.00 for cable transfers,
against 16.9914 and 16.9914. Final quotations for
Berlin marks were 40.31 for bankers’ sight bills and
40.31 for cable transfers, in comparison with 40.40
and 40.41. Ttalian lire closed at 5.261% for bankers’
sight bills and at 5.2614 for cable transfers, against
5.2614 and 5.2614. Exchange on Czechoslovakia
finished at 3.4754, against 3.4814; on Bucharest at

b ¢ France (franc)
Blegium (belga)
Italy (lira)
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0.7414, against 0.7414; on Poland at 18.87, against
18.87; and on Finland at 2.20, against 2.20. Greek
exchange closed at 0.911%, against 0.9114.

itk
XCHANGE on the countries neutral during the
war presents no new features of importance.
These units move in close relationship to sterling.
This accounts for the slightly lower levels prevailing
this week for exchange on Switzerland and Holland.
Bankers’ sight on Amsterdam finished on Friday at
55.43, against 55.47 on Friday of last week; cable
transfers at 55.43, against 55.4914; and commercial
* sight bills at 55.38, against 55.45. Swiss francs closed
at 22.98 for checks and at 22.98 for cable transfers,
against 22.96 and 22.96. Copenhagen checks fin-
ished at 22.16 and cable transfers at 22.16, against
22.20 and 22.20. Checks on Sweden closed at 25.59
and cable transfers at 25.59 against 25.64 and 25.64;
while checks on Norway finished at 24.94 and cable

transfers at 24.94, against 24.99 and 24.99.
: —_—

XCHANGE on the South American countries
follows trends long in evidence. The National
Foreign Trade Council, Inc., of New York is urging
negotation of a trade agreement between the United
States and Argentina by which discriminations
against American goods through exchange dif-
ferentials may give place to equality of treatment.
The handicap should be removed, the Council states,
by which Argentine importers of many articles from
the United States have to pay for imports through
the free exchange market, while importers of similar
merchandise from other countries receive official
exchange. The tightening up on official exchange
on a wide range of American goods—including many
articles listed in June, 1936 among the 50 additional
categories for which Argentina promised official ex-
change—does not appear to apply with equal severity
to imports from certain European countries. Justi-
fication for the Argentine policy is apparently found
in the substantial reduction in Argentine exports
to the United States. For the first four months of
this year Argentina had an import balance in its
trade with the United States of $18,452,000, com-
pared with an export balance of $30,850,000 in the
same period of 1937.
As noted above, the Bank of Brazil on June 22
. suspended until further orders purchases of German
compensated marks, the currency which Germany
uses in trading with Brazl. It is reported in Rio
de Janeiro that there are many reasons behind the
action, but officials of the bank refuse to comment,
on the notice. It is difficult to see how the bank

can afford to stop selling compensated marks, as it

holds several million such marks. A Treasury
spokesman said that the measure did not mean that
Brazil would stop trading with Germany, and added
that the ruling was only temporary.

Argentine paper pesos closed on Friday at 33.08 for
bankers’ sight bills, against 33.14 on Friday of last
week; cable transfers at 33.08, against 33.14. The
unofficial or free market close was 26.00@26.15,
against 26.00@26%4. Brazilian milreis were quoted
at 5.85 (official), against 5.85. Chilean exchange
was quoted at 5.19 (official), against 5.19. Peru is

nominally quoted at 2334, against 2315.
PR S

XCHANGE on the Far Eastern countries presents
no new features from those of recent weeks,
Owing to the conflict between China and Japan all
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these currencies are inclined to weakness. This is
especially true of the Indian rupee, the Japanese
yen, and the Shanghai dollar. The Tokio Govern-
ment on June 23 announced a drastic new wartime
retrenchment program to take effect on July 15.
The plan will greatly restrict Japanese imports of
every description except for military purposes and
will practically eliminate the importation of all raw
materials except those which are to be converted into
manufactured export products. ¥ B |

Closing quotations for yen checks yesterday were
28.92, against 28.99 on Friday of last week. Hong-
kong closed at 30.94@31.00, against 31.00@31 1-16;
Shanghai at 1814@1854, against 1814: Manila at
49.85, against 49.80; Singapore at 5734, against
57.70; Bombay at 36.81, against 36.82; and Calcutta
at 36.81, against 36.82.

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— 1938 1937 1936 1934
£

327,308,210
347,631,003
2,475,150
87,223,000
25,232,000
95,505,000,
103,232,000
83,595,000,

© 25,780,000
Denmark __ 6,540,000 6,648,000 6,553,000 7,397,000
Norway. .. 7,442,000, 6,602,000 6,604,000 6,577,000

Total week. (1,030,942,02711,111,231,363|1,023,104,730|1,149,371,090/1,226,161,945
Prev. week.|1,029,930,93211,104,140,992/1,022,693,32311,146,822,937]1,226,720,215

a Amount held Dec. 31, 1936, latest figures available. b Gold holdings of the
Bank of Germany are exclusive of gold held abroad, the amount of which is now
reported at £1,016,650. c As.of April 30, 1938, latest figure avallable. Also
first report since Aug. 1, 1936.

The gold of the Bank of France was revalued on-July 23, 1937, at 43 milligrams
of gold 0.9 fine, equal to one franc; this was the second change in the gold's value
within less than & year, the previous revaluation took place on Sept. 26, 1936,
when the gold was given a value of 49 milligrams to the franc as compared with
66.5 mgs. previously. On the basis of 65.5 mgs., approximately 125 francs equaled
£1 sterling at par; on basis of 49 mgs., about 165 francs equaled £1 sterling, and at
43 mgs., there are about 190 francs to £1,

1935

£

192,143 913
633,604,432
1,964,600
90,525,000
72,108,000
68,928,000
76,500,000
61,209,000
15,205,000

£

103,322,457
566,160,983
3,135,650
90,870,000
63,043,000
51,654,000
103,068,000
44,541,000
19,670,000
7,394,000
6,602,000

£

217,275,747
431,620,883
2,373,100
88,092,000]
42,575,000
49,069,000
105,656,000
49,303,000
23,983,000

£
327,325,220
203,726,798
2,522,000
+ ¢63,667,000
225,232,000
123,435,000
78,208,000
73,735,000
29,109,000

England . __
France..._.
Germany b.

Neth'lands .
Nat. Belg. .
Bwitzerland
Sweden_.__

Without Honor in Its Own Country

The members of the Congress which adjourned at
the end of last week can hardly have found much
satisfaction in the estimates which the press, with
few exceptions, has made of their work, It would be
hard to find a Congress in recent years which has
been so generally and roundly censured both for
what it did and for what it left undone, and what
the newspapers have said, editorially and in the dis-
patches of their correspondents, unquestionably re-
flects the trend of public opinion. It was apparent,
weeks before the session closed, that the Congress
had lost all the credit for independence which for a
short time it had seemed entitled to, and that the
demand for unprecedented billions, to be spent
largely in the discretion of the President, held a
lure which neither house would be disposed to resist.
There must have been more than one suppressed
smile at the reading of the letters to Vice-President
Garner and Speaker Bankhead in which Mr. Roose-
velt, “with appreciation of all that you have done,”
expressed his confidence that the country joined
with him “in the belief that this session of the Con-
gress has resulted in much constructive legislation
for the benefit of the people,” and declared that
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“definitely we are making progress in meeting the
many new problems which confront us.”

The outstanding pieces of legislation for the ses-
sion are, of course, the appropriation for work relief
and public works with which the Administration
hopes to “prime the pump,” and the wages and hours
bill. The Work Relief and Public Works Appropria-
tion Act appropriates $2,915,605,000, in addition to
reappropriations and $835,000,000 of special author-
jzations, for relief and work relief of various kinds.
Of this total, $1,712,905,000 is a direct appropriation
in which the Works Progress Administration shares
to the extent of $1,425,000,000. This latter sum is
earmarked to the extent that not more than $484,-
500,600 may be allotted to road and highway con-
struction, and not more than $655,500,000 for public
puildings and parks, public utilities and power
transmission lines, water and sewerage systems and
a number of other specified purposes. The Public
Works Administration receives a total of $1,465,-
000,000, of which $965,000,000 is a direct appropria-
tion which may be used to finance Federal projects
or make loans or grants to States or other public
agencies. The amount of bonds which the United
States Houging Authority may issue is increased
from $500,000,000 to $300,000,000.

An attempt was made in the Senate to withhold
from the President the authority to use any of the
“pump-priming” money for the construction of com-
peting public utilities in States or municipal areas.
Tt was reported that the President, at a White
House conference, had expressed the opinion that
such allocations should not be made, where the rates
of a private utility company were regulated by pub-
lic authority, except where the municipality desir-
ing such an allocation made in good faith an offer
to purchase the plant at a fair price. “Further con-
sideration,” according to Senator Barkley, sug-
gested that there might be litigation as to the fair-
~ ness or good faith of an offer to purchase, and with
what a correspondent described as “a shouted
chorus of ‘nays’” an amendment prohibiting such
allocations was rejected. As the matter stands, the
President has the authority to aliocate Federal
funds for the construction of competing utilities,’
but has stated to the Senate, in an authorized an-
nouncement through Senator Barkley, that he does
not intend to use the authority unless a municipal-
ity wishes to purchase. It will not escape notice
that the question of the fairness and good faith of
the municipal offer, instead of being passed upon
by the courts, will be determined solely by the Presi-
dent or, as a practical matter, by Secretary Ickes.

At another point the work relief measure strikes
openly at the authority of the States. The bill pro-
vides that “in the event that, due to constitutional
limitations, any State, Territory, political subdivi-
sion or other public body shall be unable to partici-
pate by way of loan and grant in the benefits” of
the PWA title of the bill, the PWA Administrator,
“with the approval of the President, may advance
_moneys to any such public agency upon agreement
by such public agency to pay back in annual instal-
ments, over a period of not to exceed 25 years, at
least 55% of the amount advanced with interest
thereon for the period of amortization.”” As every-
one knows, the debt limits to which municipalities
must conform are prescribed by State laws or con-
stitutions, but the Federal relief Act ignores the
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constitutional restraints, if any, and permits an
evasion in the form of an “advance,” notwithstand-
ing that the “advance,” in so far as the obligation
to repay it with interest is concerned, differs in no
way from a loan or grant.

The lavish expenditures for relief which Congress
has authorized will doubtless have some temporary
effect in reducing unemployment, but they will do
nothing whatever to meet the real difficulties of
that situation. Even the temporary relief will be de-
layed by the necessity of attending to numerous
legal and other preliminaries before construction
plans can begin to operate, The huge appropria-
tions, as every one knows, are essentially a political
device to divert attention from the causes of the
depression which Administration policies have kept
going and intensified, and to insure, if possible, the
return of a new Congress as subservient to the Presi-
dent as the recent one has been. It is a political.
rather than an economic situation that is to be
relieved. ' ;

The wages and hours bill has been too thoroughly
serutinized and its dangers and defects too clearly
exposed to require detailed discussion at this time.
That it is an entering wedge for further Federal
control of industry and business is clearly recog-
nized. Its immediate advantage to wage earners in
increased wages or shorter hours seems likely, on
the other hand, to prove disappointing. When the
bill was revived in the last session, estimates of the
number of wage earners to be benefited ranged as
high as 800,000. Recent estimates have reduced that
figure to 200,000-250,000. It has been further pointed
out that, in most large industries, the wage and
hour standards are considerably better than those
set by the bill. The widely varying estimates of the
number of persons whom the bill will affect is an
instructive commentary on the amount and kind of
information and inquiry on which the proposal
rested, while the required delay of 120 days means
that any benefits to be obtained through the bill
will not be available until near the end of October,
on the eve of the Congressional elections.

The Securities and Exchange Commission has
had its authority extended in two directions. The
first is through the Maloney bill which brings over
the counter security dealers under the supervision
of the Commission. Thanks to the attention which
was called to the measure by vigorous criticisni of
some of its provisions, the bill is a better one than
it promised to be when it was introduced. It re-
mains to be seen whether the Commission will allow
the regulations for enforcement to be drawn up; in
essentials at least, by persons familiar with over
the counter business, and thereby insure cooperation
in carrying out the requirements of the bill, or
whether it will take the matter entirely into its
own hands and promulgate such regulations as it
sees fit.

The other extension is provided in the Chandler
Act amending the Federal Bankruptcy Act. Under
{he Chandler Act, the Commission is given an im-
portant voice in the disposition of reorganization
proceedings, If the scheduled indebtedness of the
corporation to be reorganized does mnot exceed
$3,000,000, the court may submit the plan of reor-
ganization to the Commission for examination and
report, while if the indebtedness exceeds $3,000,000
such submission becomes obligatory. The Commis-
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sion may not, however, intervene in the proceedings
save with the approval of the court, and it is given
no right of appeal from the court rulings.

Strenuous efforts, apparently, are being made to
convince the public that the investigation of monop-
olies which Congress authorized will not be a muck-
raking or terroristic performance but a genuine
search for information, and that the professed aim
of helping small business will be kept in view. There
is no reason why business or industry should be de-
ceived by such pretensions. With the Administra-
tion in control of the investigating commission, and
the Department of Justice, of course, represented
in the membership, the inquiry may be expected to
go to any lengths that the Administration desires.
In view of the prosecutions already initiated by the
Department of Justice for alleged violations of the
anti-trust laws, a monopoly inquiry directed by an
Administration notoriously hostile to big business
is not likely to increase confidence in the business
or financial outlook.

The proposed Federal licensing of corporations
engaged in interstate business fell by the wayside,
and no attempt was made to revive the defeated re-
organization bill. Only in a legislative sense. how-
ever, can either of these proposals be regarded as
dead, and both would be revived if an extra session
of Congress were called later this year. Meantime
the estimated expenditures authorized for the fiscal
year beginning July 1 aggregate some $13,371,000;-
000. As a spendthrift body the Seventy-fifth Con-
gress has exceeded all records. Tt is this Congress,
or one equally carefree and tractable, that the Ad-
ministration will exert itself to have returned in
November. It is for the voters to say whether they
wish the spending orgy to continue until it reaches
its inevitable end in national bankruptey, or
whether they will call a halt by electing a Congress
that will devote itself to safeguarding the national
welfare, and whose actions the President and his
coterie of the “inner circle” cannot control.

Essential Limits Upon Governmental
Processes

All instruments devised by human ingenuity to
advance the satisfaction of human wants or the
realization of human aspirations have the defects as
well as the utilities of their qualities. In this respect
government, primarily created to meet the human
needs of order and stability, is best regarded as an
instrument and each form of government may be
assumed to possess its peculiar qualities, some con-
venient and advantageous in their especial degrees,
some with inescapable defects that must be offset
against recognized advantages and must be reckoned
with whenever it is proposed that the functions of any
government be enlarged to occupy fields of endeavor
remote from those of all its former activities.

A particular government may be most admirably
adapted to protect the national domain against
hostile invasion or to preserve the public order from
internal violence, yet at the same time be so defective
in its organization as to be incapable of holding in
suitable balance the scales of justice that measure the
reciprocal rights and obligations of all the individuals

governed® It is at least conceivable that some

government might be so devised as to be astonishingly
alert and capable in establishing and enforcing just
relations among all its citizens, yet so impotent in
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organization for defense against external foes as to be
the predestined victim of some more warlike neighbor
seeking aggrandizement. . Thomas Jefferson, accept-
ing the then almost novel concept of a representative
republic, embodied in the Constitution of 1787,
especially feared an oppressive partiality amounting
to denials of liberty to individuals and groups of
individuals and to serious and unjust discriminations
intended to benefit favored sections at the expense of
others less favored and influential. So convinced
was he that all governments tend toward this form of
injustice that he regarded its complete elimination as
improbable, if not impossible, and embodied a
philosophy from which he never departed in the
aphorism in which he asserted that “that government
is best which governs least.”

Thomas Jefferson died 112 years ago, but the prin-
ciples which he so positively and so persistently ad-
vocated during his long political career, and so con-
sistently maintained during his Presidency, became
the fundamental doctrines of the great political party
which he founded and called the Republican party,
but which now survives, under the name later
adopted, as the Democratic party. If the titular
leader of that party, the present President of the
United States, denies the continuing validity of any
political doctrine that Thomas Jefferson proclaimed
and regarded as essential, he occupies in that respect
a position which would have been repugnant and im-
possible to Grover Cleveland and Woodrow Wilson,
his only Democratic predecessors since the Civil War.
Many of Mr. Roosevelt’s acts since March 4, 1933,
indicate that he does reject the basic Jeffersonian
doctrines, and some very general expressions in his
‘public papers and addresses support that view, but
he has never publicly and specifically]dissented from
any of these doctrines and it is not at all likely that
he ever will, for to do so would be to separate himself
from most of the recognized leaders of his party, and
to millions of its rank and file such dissent would be
obnoxious and repellent.

Nevertheless, regardless of their political affilia~
tions, very many Americans are convinced that the
enormous complexity of the social, industrial and
economic organization as it now exists, a complexity
which had not developed in Jefferson’s time and
which could not have been anticipated even by the
wisest men of that period, has made it necessary for
the government to assume and perform many tasks in
addition to the relatively simple ones conforming
with his principles, as they applied to the conditions
and facts of his day:.

It is quite possible, however, to accept this general-
ization and still to adhere consistently to the doctrine
that government should intrude as little as possible
upon individual liberty and initiative. A plain and
modernized statement of the basic principle would be
to assert that government ought. never to undertake
any task or function until there has been established
a reasonable presumption that it can and will do
better, in the sense of better serving the whole com-
munity, in that field than'any private individual or
group of individuals. Yet the American Govern-
ment, like every other government or instrumentality,
has the defects of its qualities. It is, as all Americans
patriotically believe, despite its faults, the best
government on earth. But it has its limitations.
It is, after all, only an institution humanly devised
and humanly operated. Those who operate it are
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not always the wisest of men, they are not invariably
and at all times capable of looking at every problem
with eyes seeking only the general interest and wel-
fare. Inthe Legislative Department they have repre-
sentatives, chosen by general suffrage, the only way
in which free people could now consent to have their
law-making representatives commissioned; but most
elected representatives desire to remain representa-
tives; some desire promotion in the public service;
very few ever act in cold disregard of their own self-
interest. The Seventy-fifth Congress, which, unless
called in special session before next January, com-
pleted its record 10 days ago, has just illustrated this
in connection with the railroad industry, woefully
ill-treated and sadly demoralized by 50 years of
captious, whimsical and oppressive legislation. Under
this legislation the Interstate Commerce Commission,
radically divided within its own membership, denied
an adjustment of rates to offset the greatly diminished
purchasing power of railroad income and granted an
insufficient increase. Hampered by another statute,
to which no exception is here intended, the railroads
were not permitted promptly to protect their solvency
by even slight reductions in rates of wages. Presi-
dent Roosevelt, perhaps disgusted with the Com-
mission’s operation under the existing law, formally
urged Congress to accord prompt legislative relief
before adjourning. The head of the Reconstruction
Finance Corporation, earnestly and on repeated
public occasions as well as privately, explained the
urgency of prompt legislative action. The principal

organizations of railroad employees, thereby showing
that the railroad industry is “‘a house divided against
itself,” immediately announced its opposition to any
aid to the employing railroads unless the latter would

. at once promise to maintain present wage rates,
whether fair or not, and to refrain from exercising
their rights under the statute that the same organiza-
tions dictated to Congress in substitution for the
labor provisions of the Esch-Cummins Act. This
opposition was forthwith brought to the attention of
Congress and that of every Senator and Member by
a horde of labor-leaders and sub-leaders summoned in
haste to Washington for the acknowledged purpose
of intimidating Congress. One-third of the Senate
and all members of the House of Representatives are
to be elected in November, scarcely more than four
months in the future. Most of those whose terms
are about to expire desire re-election and the support
of railroad employees who, with their families, are
nearly all voters. Congress, naturally, and in con-
formity with precedent, did nothing.

. This history has made wholly plain some of the
inescapable defects in a government operated by
representatives chosen by popular suffrage. Such
representatives cannot approach a business problem,
when large numbers of voters arejplainly on one side
and the number on the other side is unknown, as
though it were only a business problem. To them it
is, and must be, and ever will be, a political problem
and most of them know far more, or think they do, of
its political potentialities than they do of its business
aspects. Most will care much more for their own re-

elections than for the eventual results to the public
welfare, as to which many will prefer to remain bliss-
fully ignorant. Yet government by the consent of the
governed, the best of all possible governments yet
known to mankind, must be controlled by representa-
tives so selected; there is no other device that does not
lead to tyranny.

Financial Cbrom’cle
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This is a limitation upon every free government, and
ought to be everywhere recognized as restricting the
tasks that a people can hopefully and wisely assign
even to the best of all governments. The authority
which is beyond a capacity so limited should be held
in that great reservoir of power that remains with the
people and is unexercised. Every proposal to add to
the functions of any government ought to be con-

-sidered in the light of clear understanding of the limi-
tations inherent in the form and substance of that
government.

International Debt Payments and
Defaults

On June 15 there became due to the United States
payments on war debts account aggregating $1,891,-
661,670. Of this total, $1,679,928476 represented
payments in arrears, and $211,733,194 further instal-
ments due. The total amount received by the Treas-
ury was $171,763. The items of this trivial total
comprised $161,935 from Finland, which to its honor
paid its instalment in full as it has previously done,
and $9,828 from Hungary. The Hungarian payment
was a token payment, the indebtedness of that coun-
try for arrears being $457,845 and for a fresh instal-
ment $37,410. In December, 1937, however, Hungary
made a similar payment, and on Feb. 7 submitted
a refunding proposal under which the principal
of its debt was to be paid, without interest, over
thirty years. No action on the offer was taken by
Congress, however, and it presumably will come up
for consideration after a new Congress has. con-
vened. The remaining eleven debtor countries—
Great Britain, France, Italy, Belgium, Czechoslo-
vakia, Poland, Rumania, Yugoslavia, Estonia, Lat-
via and Lithuania—paid nothing, and none of them
held out any hope that payments might be expected.

During the first four or five years after the con-
clusion of the World War, the European Powers
that had borrowed heavily in this country and
which, but for American aid, would have gone down

to defeat, exerted themselves, particularly in' the

cases of Great Britain and France, to “put over” on
the United States the idea that the American loans
had been made in reality as “a contribution to a
common cause”’ and that repayment, or at least
anything like repayment in full, should not be ex-
pected. It did not escape notice that nothing of the
kind was urged when the loans were being con-
tracted. When Congress, and with it the country,
refused to listen to such sophistry, the debtor Pow-
ers, one after another, arranged agreements with
the American War Debt Commission for the fund-
ing of their debts, the agreements contemplating
the payment, over long periods, of semi-annual in-
stalments of principal with interest at reduced
rates. With a good deal of grumbling in foreign
parliaments and the foreign press, and frequent ref-
erences to the United States as a Shylock, payments
were made until 1931, when they were suspended by
the Hoover moratorium. At the Lausanne Confer-
ence the debtor Powers undertook arbitrarily to
make the payment of war debts dependent upon
Germany’s payment of reparations, a condition
which the United States very properly refused to
accept, and when reparations ceased no attempt
was made to resume war debt payments except by
Finland. With that honorable exception, to which
Hungary may now be added, the debts have been
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treated by the debtors practically as if the debt

agreements were a dead letter.

The recent revival of discussion of the debt ques-
tion in England is not indicative of any great
change of heart on the subject by either the British
Government or the British people. The treatment
of the subject by Government spokesmen, on some
of the occasions when it has been broached, has been
contemptuous, and while British pride in honoring
financial obligations has been appreciably affected
by repeated reminders of default, there is little to
show that the moral obligation of the American
debts is deeply felt. It is beginning to be realized
in some quarters, however, that the prolonged in-
difference of the British Government to the debt
default is an insuperable barrier to cordial relations
between the American and British peoples, however
friendly their public relations may seem to be. It is
also realized that, if war comes, the Johnson Act
will continue to close the American financial mar-
kets to loans by any foreign Government whose
debts to the United States are in default. The hope
of being able to use the United States and its re-
sources.in the next war is, indeed, the main reason
for the revival of the war debt question in Great
Britain at this time.

If Great Britain, or any other of the European
debtors, genuinely desires a revision of its war debt
agreement, the thing for it to do is to come forward,
as Hungary has done, with a definite proposition.
With the exception of Hungary, no European debtor
has done this; on the contrary, the debtors have ap-
peared calmly to assume that the proposals should
come from the creditor. Such matters as trade off-
sets, exchange transfers or gold payments are im-
portant, but it is for the debtors to suggest what it
is proposed to do about them. Only Congress can
authorize a change in the agreements already made,
and both Congress and the American public have
shown themselves strongly averse to wiping out the
debts or heavily scaling them down, especially since
it is clear that most, if not all, of the .debtor coun-
tries could have resumed substantial payments, in
whole or in part of the contractual amounts, if they
had been disposed to do so. There is no reason to
suppose, however, that a revision offer, reasonable
in its terms and backed by ample assurance of good
faith, would not be carefully considered by Congress,
but it is not for Congress, and least of all for the
President, to lead off.

‘It would be strange if the wholesale defaults on
the war debts, joined to the failure of the United
States to put any pressure upon the debtors for
payment, had not encouraged Germany to attempt
a repudiation of the Austrian debts. The circum-
stances, of course, are different. The debts in ques-
tion are those incurred by Austria through recon-
struction loans made through the League of Nations
but guaranieed by Great Britain, France, Italy and
a number of other Powers. The United States is
involved in the debt situation to the extent of about
$26,000,000 of war debts and $38,483,000 of various
issues of national, provincial or corporate bonds.
Negotiations between Germany and Great Britain,
carried on for several weeks at Berlin and London,
have resulted thus far only in disclosing an appar-
ent determination on the part of Germany to repu-

. diate the debts on the ground that it had neither
legal nor moral responsibility for their payment.
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The German argument was expounded at length,
on June 16, in a speech at Bremen by Walther
Funk, Minister of Economics. The Austrian loans,
he said, “were not granted for economic reasons.
On the contrary, they merely served the purpose of
preventing Austria’s Anschluss. The result of the
foreign financial help as granted in the form of:
three Federal loans is so devastating that foreign
countries have no right to claim that they made a
productive contribution. .. Neither by inter-
national law nor in the interests of economic policy,
nor morally, is there any obligation for the Reich to
acknowledge legal responsibility for Austrian Fed-
eral debts.” As precedents for Germany’s action,
Herr Funk cited the failure of Great Britain to as-
sume the debts of the Boer Republic after the Boer
war, the repudiation by the United States of the
debts of the Confederate States, and the rejection
by France of responsibility for the debts of Mada-
gascar. Post-war Austria, it was further urged, was
the creation of the Peace Conference, but its iden-
tity had been lost by merger with the Reich, and
the present “land of Austria” was only an admin-
istrative area.

The German argument was effectively punctured
in a note from the Department of State, handed to
the German Foreign Office on June 9, calling at-
tention to the failure of Germany to pay an instal-
ment due June 1 of the American portion of an in-
ternational loan. “It is believed,” the note declared,
“that the weight of authority clearly supports the
general doctrine of international law founded upon
obvious principles of justice that, in case of absorp-
tion of a State, the substituted sovereignty assumes
the debts and obligations of the absorbed State, and
takes the burdens with the benefits. . . . Both the
1930 loan and the relief loans were made in time of
peace, for constructive works and the relief of hu-
man suffering. There appears no reason why Ameri-
can creditors of Austria should be placed in any
worse position by reason of the absorption of Aus-
tria by Germany than they would have been had
such absorption not taken place.”

There is a measure of truth in the contention that
the loans to Austria, while given for relief and vari-
ous undertakings of financial and economic recon-
struction, were indirectly expected also to
strengthen Austria’s ability and disposition to resist
the German demand for an Anschluss. It is under-
standable that Germany, having defeated the League
program and absorbed Austria, should now put the
contention forward as important. There appears to
be no doubt, however, that the position of the cred-
itors, as stated summarily in the American note, is
the sound one. The practical question is what can
be done by the Powers if Germany’s refusal persists.
British opinion, it is reported, is inclined to con-
sider an enforced collection of what is due to Great
Britain by imposing a clearing system under which
commercial payments due by British exporters to
German concerns would be sequestered to the
amount of the unpaid German instalments. France,
which is also demanding payment, is reported to
contemplate the use of a remewal of a favorable
Franco-German commercial treaty as a lever. The
matter is complicated by the fact that commercial
or economic pressure, especially from Great Britain,
might end the hope of bringing Germany into a gen-
eral European accord, and by the suspicion that

Chronicle




4020 Financial

Italy, which was one of the guarantors of the Aus-
trian loans but has refrained from joining with the
other Powers in protests against repudiation, has
had its claims met by some secret arrangement. On
the other hand, the fact that Germany has also
called for a reduction of the interest rates on the
Dawes Plan and Young Plan loans suggests that,
in refusing to recognize the Austrian debts, it is
really seeking to obtain concessions which can be

Chronicle June 25, 1938

used to improve its exchange and general financial
position. In that case a controversy which threat-
ens serious results for international good feeling
may before long be settled by compromise as far as
the European creditors are concerned. Whether the
American Government would be disposed to accept
a compromise could not, apparently, be determined
until the question had been acted upon by Con-
gress. :

Text of Newly Enacted Maloney Bill For Regulation of Over-Counter Security
Transactions :

One of the measures enacted into law by Congress just
before its adjournment on June 16, is the Maloney bill for
the regulation of brokers and dealers in over-the-counter
security transactions. The passage of the bill by Congress
was reported in these columns a week ago, (page 3886);

assed by the Senate on March 31 the measure was adopted

y the House on June 15, where there was no debate whatever
on the legislation, it having passed that body following the
reading of new legislation. The Senate concurred in the
House amendments on June 16.

The last minute changes in the bill, agreement as to which
was reached on June 15 by the House Interstate and Foreign
Commerce Committee and the Securities and Exchange
Commission, were indicated in our item of last week. The
House, after striking out certain provisions in the bill,
inserted as new matter the following:

“(C) (1) No broker or dealer shall make use of the maijls or of any means
or instrumentality of interestate commerce to effect any transaction in,
or to induce the purchase of, any security (other than commercial paper,
bankers’ acceptances, or commercial bills) otherwise than on a national
securities exchange, by means of any manipulative, deceptive, or other
fraudulant device or contrivance. The Commission shall, for the purposes
of this subsection, by rules and regulations define such devices or con-
trivances as are manipulative, deceptive, or otherwise fraudulent.

*“(2) No broker or dealer shall make use of the mails or of any means
or instrumentality of interstate commerce to effect any transaction in, or
to induce or attempt to induce the purchase or sale of, any security (other
than an exempted security or commercial paper, bankers’' acceptances, or
commercial bills), otherwise than on a national securities exchange, in
connection with which such broker or dealer engages in any fraudulent,
deceptive, or manipulative act or practice, or makes any fictitious quota~
tion. The Commission shall, for the purposes of this paragraph, by rules
and regulations define and prescribe means reasonably designed to prevent
such acts and practices as are fraudulent, deceptive, or mainpulative and
such quotations as are ficititious.

“(3) No broker or dealer shall make use of the mails or of any means
or instrumentality of interstate commerce to effect any transaction or
induce or attempt to induce the purchase or sale of any security (other
than an exempted security or commercial paper, bankers' acceptances, or
commercial bills) otherwise than on a national securities exchange, in con-
travention of such rules and regulations as the Commission may prescribe
as necessary or appropriate in the public interest or for the protection of
investors to provide safeguards with respect to the financial responsibility
of brokers and dealers,

Provisions of Section 3 were likewise stricken out by the
House, and were replaced by the following ;g e i

‘* Bec. 3. SBubsection (B) of Section 29 of such act is amended by inserting
before the period at the end thereof a colon and the following: ‘Provided,
(A) that no contract shall be void by reason of this subsection because of
any violation of any rule or regulation prescribed pursuant to paragraph (2)
or (3) of subsection (c) of Section 15 of this title, and (B) that no contract
shall be deemed to be void by reason of this subsection in any action main-
tained in reliance upon this subsection, by any person to or for whom any
broker or dealer gells, or from or for whom any broker or dealer purchases,
a security in violation of any rule or regulation prescribed pursuant to
paragraph (1) of subsection (c) of Section 15 of this title, unless such action
is brought within one year after the discovery that such sale or purchase
involves such violation and within three years after such violation’."”

In its issue of June 17 the “Wall Street Journal” stated
that with the enactment of the bill investment bankers are
expected to take preliminary steps almost at once in the
direction of setting up a national organi ation to work with
the Securities and Exchange Commission in enforcement of
the measure. In part the paper quoted also said:

The measure now includes most of the amendments suggested by invest-
ment bankers who had urged certain modifications to make the measure
more readily workable. Enactment without the amendments, they said,
would further curtail the activities of capital markets.

The measure contemplates registration of one. or more broker-dealer
associations transacting business over the counter so that a mechanism
may be established for control of these markets by the SEC, It is designed
to supplement the Securities and Exchange Act of 1934 which gives the
SEC power to regulate over-the-counter markets. The measure aims to
set up a system of cooperative regulation through the activities of the
voluntary association or associations. . . .

‘While not all of the amendments sought by investment bankers were
incorporated into the Maloney bill as enacted, it was generally agreed
yesterday that the changes which were made in the measure would make
it more workable,

Investment bankers had asked revision of the section authorizing the
SEC to suspend or expel a member of an association formed under the
measure for violation of the Securities Exchange Act of 1934 so that this
penalty would be incurred only for ‘“‘wilful” offenses as provided in reference
to violations in the Securities Act of 1933. This change was not made.

Concession Is Made

However, a concession was made in reference to another important
clause. Investment bankers had urged that the bill either be changed to

provide that proof of fraudulent intent in the case of manipulation be given
or else that the penalty of recission prescribed for violation of the section
dealing with mainpulation be eliminated. Congress accepted this second
alternative. This means that no contracts on securities transactions can
now be voided for violations of the manipulative section.

Algo, at the last minute a clause was eliminated which provided that the
SEC have power to regulate the manner, method and place of soliciting
business and to regulate the time and method of making settlement, pay-
ment or deliveries. .

Municipal dealers do not come under the act as it now stands,

Certain Requirements Essential

The associations of investment bankers would register with the SEC if
they complied with certain requirements. These include:

The associations must be of nation-wide scope or must represent an
economically cohesive region. All brokers and dealers who conduct an
honest and responsible business shall be eligible for membership. Any
broker or dealer who has disqualified himself by improper conduct would
be barred.

To be eligible for registration, rules of the association must be designed
to prevent fraudulent and manipulative acts and practices, provide safe-
guards against unreasonable profits, or unreasonable rates of commission,
promote just and equitable principles of trade and in general protect in-
vestors and the public interest.

Discrimination Barred

Rules of an association could not be designed: to permit unfair discrimina-
tion between customers or issuers or brokers or dealers; to fix minimum
rates or impose any schedule of commissions, allowances, discounts or
other charges.

Brokers and dealers would be induced to join registered associations by
provisions which permit discounts among member dealers but require that
members dealing with non-members must charge the same prices as they
would to the general public.

SEC officials expressed pleasure with the form of the bill which emerged
from Congress even though it gave the Commission less power than had
been provided in the bill as introduced.

SEC plans for administration of the measure have not yet been com-
pleted. Sherlock Davis, assistant director of the trading and exchange
division, has been in charge of this work. The Commission will have to
devise a registration form, but since no deadline is provided in the bill for
registration this is not expected to be rushed.

The text of the newly enacted bill follows:

A BILL

To provide for the establishment of a mechanism of regulation among over-
the-counter brokers and dealers operating in interstate and foreign
commerce or through the mails, comparable to that provided by
National Securities Exchanges under the Securities Exchange Act of
1934, and for other purposes.

Be it enacted by the Senate and House of Representatives of the United States
of America in Congress assembled, That the Securities Exchange Act of
1934, as amended, is amended by inserting after section 15 thereof the
following new section:

“Sec. 15A (a) Any association of brokers or dealers may be registered
with the Commission as a national securities association pursuant to sub-
section (b), or as an affiliated securities association pursuant to subsection
(d), under the terms and conditions hereinafter provided in this section, by
filing with the Commission a registration statement in such form as the
Commission may prescribe, setting forth the information, and accompanied
by the documents, below specified:

(1) Such data as to its organization, membership, and rules of pro-
cedure, and such other information as the Commission may by rules and
regulations require as necessary or appropriate in the public interest or for
the protection of investors; and

““(2) Copies of its constitution, charter, or articles of incorporation or
association, with all amendments thereto, and of its existing bylaws, and
of any rules or instruments corresponding to the foregoing, whatever the
name, hereinafter in this title collectively referred to as the ‘rules of the
association.’

Such registration shall not be construed as a waiver by such association
or any member thereof of any copstitutional right or of any right to contest
the validity of any rule or regulation of the Commission under this title.

““(b) An applicant association shall not be registered as a national securi-
ties association unless it appears to the Commission that—

*(1) by reason of the number of its members, the scope of their trans-
actions, and the geographical distribution of its members such association
will be able to comply with the provisions of this title and the rules and
regulations thereunder and to carry out the purposes of this section;

*(2) such association is so organized and is of such a character as to be
able to comply with the provisions of this title and the rules and regulations
thereunder, and to carry out the purposes of this section;

(3) the rules.of the association provide that any broker or dealer who
makes use of the mails or of any means or instrumentality of interstate
commerce to effect any transaction in, or to induce the purchase or sale of,
any security otherwise than on a national securities exchange, may become
a member of such association except such as are excluded pursuant to
paragraph (4) of this subsection: Provided, That the rules of the association
may restrict membership in such association on such specified geographical
basis, or on such specified basis relating to the type of business done by its
members, or on such other specified and appropriate basis, as appears to
the Commission to be necessary or appropriate in the public interest or for
the protection of investors and to carry out the purpose of this section;
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‘“/(4) the rules of the association provide that, except with the approval
or at the direction of the Commission in cases in which the Commission
finds it appropriate in the public interest so to approve or direct, no broker
or dealer shall be admitted to or continued in membership in such asso-
ciation, if (1) such broker or dealer, whether prior or subsequent to becom-
ing such, or (2) any partner, officer, director, or branch manager of such
broker or dealer (or any person occupying a similar status or performing
similar functions), or any person directly or indirectly controlling or con-
trolled by such broker or dealer, whether prior or subsequent to becoming
such, (A) has been and is suspended or expelled from a registered securities
association (whether national or affiliated) or from a national securities
exchange, for violation of any rule of such association or exchange which
prohibits any act or transaction constituting conduct inconsistent with just
and equitable principles of trade, or requires any act the omission of which
constitutes conduct inconsistent with just and equitable principles of trade,
or (B) is subject to an order of the Commission denying or revoking his
registration pursuant to section 15 of this title, or expelling or suspending
him from membership in a registered securities association or a national
securities exchange, or (C) by his conduct while employed by, acting for,
of directly or indirectly controlling or controlled by, a broker or dealer;
‘was a cause of any suspension, expulsion, or order of the character described
in clause (A) or (B) which is in effect with respect to such broker or dealer;

*(5) therules of the association assure a fair representation of its members
in the adoption of any rule of the association or amendment thereto, the
selection of its officers and directors, and in all other phases of the ad-
ministration of its affairs;

“/(6) the rules of the association provide for the equitable allocation of
dues among its members, to defray reasonable expenses of administration;

*(7) the rules of the association are designed to prevent fraudulent
and manipulative acts and practices, to promote just and equitable prin-
ciples of trade, to provide safeguards against unreasonable profits or un-
reasonable rates of commissions or other charges, and, in general to protect
investors and the public interest, and to remove impediments to and perfect
the mechanism of a free and open market; and are not designed to permit
unfair discrimination between customers, or issuers, or brokers or dealers,
to fix minimum profits to impose any schedule of prices, or to impose any
schedule or fix minimum rates of commissions, allowances, discounts, or
other charges;

“(8) the rules of the association provide that its members shall be ap-~
propriately disciplined, by expulsion, suspension, fine, censure, or any
other fitting penalty, for any violation of its rules;

“(9) the rules of the association provide a fair and orderly procedure
with respect to the disciplining of members and the denial of membership
to any broker or dealer seeking membership therein. In any proceeding
to determine whether any member shall be disciplined, such rules shall
require that specific chiarges be brought; that such member shall be notified
of, and be given an opportunity to defend against, such charges; that a
record shall be kept; and that the detérmination shall include (A) a state~
ment setting forth any act or practice in which such member may be found
to have engaged, or which such member may be found to have omitted,
(B) a statement setting forth the specific rule or rules of the association of
which any such act or practice, or omission to act, is deemed to be in vio-
lation, (C) a statement whether the acts or practices prohibited by such
rule or rules, or the omission of any act required thereby, are deemed to
constitute conduct inconsistent with just and equitable principles of trade,
and (D) a statement setting forth the penalty imposed. In any proceeding
to determine whether a broker or dealer shall be denied membership, such
rules shall provide that the broker or dealer shall be notified of, and be
given an opportunity to be heard upon, the specific grounds for denial which
are under consideration; that a record shall be kept; and that the determina~-
tion shall set forth the specific grounds upon which the denial is based; and
B ‘‘(10) the requirements of subsection (c), insofar as these may be ap-
plicable, are satisfied.

“(c) The Commission may permit or require the rules of an association
applying for registration pursuant to subsection (b), to provide for the ad-
mission of an association registered as an affiliated securities association
pursuant to subsection (d), to participation in said applicant association
as an affiliate thereof, under terms permitting such powers and responsibili-
ties to such affiliate, and under such other appropriate terms and conditions,
as may be provided by the rules of said applicant association, if such rules
appear to the Commission to be necessary or appropriate in the public
interest or for the protection of investors and to carry out the purposes of
this section. . The duties and powers of the Commission with respect to
any national securities association or any affiliated securities association
shall in no way be limited by reason of any such affiliation.

“(d) An applicant association shall not be registered as an affiliated
securities association unless it appears to the Commission that—

‘(1) such association, notwithstanding that it does not satisfy the re-
quirements set forth in paragraph (1) of subsection (b), will, forthwith
upon the registration thereof, be admitted to affiliation with an association
registered as a national securities association pursuant to said subsection
(b), in the manner and under the terms and conditions provided by the
rules of said national securities association in accordance with subsection
(c); and

“(2) such association and its rules satisfy the requirements set forth
in paragraphs (2) to (9), inclusive, of subsection (b); except that in the
‘case of any such association any restrictions upon membership therein of
the type authorized by paragraph (3) of subsection (b) shall not be less
stringent than in the case of the national securities association with which
such association is to be affiliated.

‘“‘(e) Upon the filing of an application for registratlon pursuant to sub-
section (b) of subsection (d), the Commission shall by order grant such
Tegistration if the requirements of this section are satisfied. If, after ap-
propriate notice and opportunity for hearing, it appears to the Commission
that any requirement of this section is not satisfied, the Commission shall
by order deny such registration. If any association granted registration
as an affiliated securities association pursuant to subsection (d) shall fail
to be admitted promptly thereafter to affiliation with a registered national
securities association, the Commission shall revoke the registration of such
affiliated securities association.

“(f) A registered securities association (whether national or affiliated)
may, upon such reasonable notice as the Commission may deem necessary
in the public interest or for the protection of investors, withdraw from regis-
tration by filing with the Commission a written notice of withdrawal in
such form as the Commission may by rules and regulations prescribe. Upon
the withdrawal of a national securities association from registration, the
registration of any association affiliated therewith shall automatically
termunate.

“(g) Ifany registered securities association (whether national or affiliated)
shall take any disciplinary action against any member thereof, or shall deny
admission to any broker or dealer seeking membership therein, such action
shall be subject to review by the Commission, on its own motion, or upon
application by any person aggrieved thereby filed within 60 days after such
action has been taken or within such longer period as the Commission may
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determine. Application to the Commission for review, or the institution
of review by the Commission on its own motion, shall operate as a stay
of such action until an order is issued upon such review pursuant to sub-
aection (h).

*/(h) (1) In a proceeding to review disciplinary action taken by a regis-
tered securities association against a member the#eof if the Commission,
after appropriate notice and opportunity for hearing, upon consideration
of the record before the association and such other evidence as it may deem
relevant, shall (A) find that such member has engaged in such acts or
practices, or has omitted such act, as the association has found him to have
engaged in or omitted, and ‘B) shall determine that such acts or practices,
or omission to act, are in violation of such rules of the association as have
been designated in the determination of the association, the Commission
shall by order dismiss the proceeding, unless it appears to the Commission
that such action should be modified in accordance with paragraph (2) of
this subsection. The Commission shall likewise determine whether the
acts or. practices prohibited, or the omission of any act required, by any
such rule constitute conduct inconsistent with just and equitable principles
of trade, and shall so declare. If it appears to the Commission that the
evidence does not warrant the finding required in clause (A), or if the Com-~
mission shall determine that such acts or practices as are found to have
been engaged in are not prohibited by the designated rule or rules of the
association, or that such act as is found to have been omitted is not required
by such designated rule or rules, the Commission shall by order set aside .
the action of the association.

*“(2) If, after appropriate notice and opportunity for hearing, the Com-
mission finds that any penalty imposed upon a member is excessive or
oppressive, having due regard to the public interest, the Commission shall
by order cancel, reduce, or require the remission of such penalty.

“(3) Inany proceeding to review the denial of membership in a registered
securities association, if the Commission, after appropriate notice and hear-
ing, and upon consideration of the record before the association and such
other evidence as it may deem relevant, shall determine that the specific
grounds on which such denial is based exist in fact and are valid under this
section, the Commission shall by order dismiss the proceeding; otherwise,
the Commission shall by order set aside the action of the association and
require it to admit the applicant broker or dealer to membership therein.

‘(i) (1) The rules of a registered securities association may provide that
no member thereof shall deal with any nonmember broker or dealer (as
defined in paragraph (2) of this subsection) except at the same prices, for
the same commissions or fees, and on the same terms and conditions as are
by such member accorded to the general public.

**(2) For the purposes of this subsection, the term ‘nonmember broker
or dealer’ shall include any broker or dealer who makes use of the mails or

- of any means or instrumentality of interstate commerce to effect any trans-

action in, or to induce the purchase or sale of, any security otherwise than
on a national securities exchange, who is not a member of any registered
securities association, except a broker or dealer who deals exclusively in
commercial paper, bankers’ acceptanaces, or commercial bills.

*“(3) Nothing in this subsection shall be so construed or applied as to
prevent any member of a registered securities association from granting
to any other member of any registered securities association any dealer's
discount, allowance, commission, or special terms.

““(j) Every registered securities association shall file with the Commlssion
in accordance with such rules and regulations as the Commission may
prescribe as necessary or appropriate fn the public interest or for the
protection of investors, copies of any changes in or additions to the
rules of the association, and such other information and documents as
the Commission may require to keep current or to supplement the
registration statement and documents filed pursuant to subsection (a).
Any change in or addition to the rules of a registered securities association
shall take effect upon the thirtieth day after the filing of a copy thereof
with the Commission, or upon such earlier date as the Commission may
determine, unless the Commission shall enter an order disapproving such
change or addition; and the Commission shall enter such an order unless
such change or addition appears to the Commission to be consistent with the
requirements of subsection (b) and subsection (d).

‘““(k) (1) The Commission is authorized by order to abrogate any rule
of a registered securities association, if after appropriate notice and op-
portunity for hearing, it appears to the Commission that such abrogation
is necessary or appropriate to assure fair dealing by the members of such
association, to assure a fair representation of its members in the adminis-
tration of its affairs or otherwise to protect investors or effectuate the
purposes of this title.

“(2) The Commission may in writing request any registered securities
association to adopt any specified alteration of or supplement to its rules
with respect to any of the matters hereinafter enumerated. If such asso-
ciation fails to adopt such alteration or supplement within a reasonable
time, the Commission is authorized by order to alter or supplement the rules
of such association in the manner theretofore requested if, after appropriate
notice and hearing, it appears to the Commission that such alteration or
supplement is necessary or appropriate in the public interest or for the
protection of investors or to effectuate the purposes of this section with
respect to: (1) The basis for, and procedure in connection with, the denial
of membership or the disciplining of members; (2) the method for adoption
of any change in or addition to the rules of the association; (3) the method
of choosing officers and directors; and (4) affiliation between registered
securities associations.

‘(1) The Commission is authorized, if such action appears to it to be
necessary or appropriate in the public interest or for the protection of
investors or to carry out the purposes of this section—

‘(1) after appropriate notice and opportunity for hearing, by order to
suspend for a period not exceeding 12 months or to revoke the registration
of a registered securities association, if the Commission finds that such
association has violated any provision of this title or any rule or regulation
thereunder, or has failed to enforce compliance with its own rules, or has
engaged in any other activity tending to defeat the purposes of this section;

““(2) after appropriate notice and opportunity for hearing, by order to
suspend for a period not exceeding 12 months or to expel from a registered
securities association any member thereof who the Commission finds (A)
has violated any provisi‘on of this title or any rule or regulation thereunder,
or has effected any transaction for any other person who, he had reason to
believe, was violating with respect to such transaction any provision of
this title or any rule or regulation thereunder, or (B) has willfully violated
any provision of the Securities Act of 1933, as amended, or of any rule or
regulation thereunder, or has effected any transaction for any other person
who, he had reason to believe, was willfully violating with respect to such
transaction any provision of such act or rule or regulation;

(3) after appropriate notice and opportunity for hearing, by order to
remove from office any officer or director of a registered securities associa=
tion who, the Commission finds, has willfully failed to enforce the rules of
the association, or has willfully abused his authority.

“(m) Nothing in this section shall be construed to apply with respect
to any transaction by a broke jor dealer in any exempted security.
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“(n) If any provision of this section is in conflict with any provision of
any law of the United States in force on the date this section takes effect,
the provision of this section shall prevail.”

Sec. 2. Subsection (c) of section 15 of such act, as amended, is amended
to read as follows:

“(¢) (1) No broker or dealer shall make use of the mails or of any means
or instrumentality of interstate commerce to effect any transaction in, or
to induce the purchase or sale of, any security (other than commercial
paper, bankers' acceptances, or commercial bills) otherwise than on a
national securities exchange, by means of any manipulative, deceptive, or
other fraudulent device or contrivance. The Commission shall, for the
purposes of this subsection, by rules and regulations define such devices
or contrivances as are manipulative, deceptive, or otherwise fraudulent.

“(2) No broker or dealer shall make use of the mails or of any means or
{nstrumentality of interstate commerce to effect any transaction in, or to
induce or attempt to induce the purchase or sale of, any security (other than
an' exempted security or commercial paper, bankers’ acceptances, or com-
mercial bills) otherwise than on a national securities exchange, in connection
with which such broker or dealer engages in any fraudulent, deceptive, or
manipulative act or practice, or makes any fictitious quotation. The Com-~
mission shall, for the purposes of this paragraph, by rules and regulations
define, and prescribe means reasonably designed to prevent, such acts and
practices as are fraudulent, deceptive, or manipulative and such quotations

. a8 are fictitious.

“(3) No broker or dealer shall make use of the mails or of any means or
instrumentality of interstate commerce to effect any transaction in, or to
induce or attempt to induce the purchase or sale of, any security (other
than an exempted security or commercial paper, bankers’ acceptances, or
commercial bills) otherwise than on a national securities exchange, in con-
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travention of such rules and regulations as the Commission may prescribe
as necessary or appropriate in the public interest or for the protection” of
investors to provide safeguards with respect to the financial responsibility
of brokers and dealers.”

Sec. 3. Subsection (b) of section 29 of such act is amended by inserting
before the period at the end thereof a colon and the following: Provided, (A)
That no contract shall be void by reason of this subsection because of any
violation of any rule or regulation prescribed pursuant to paragraph (2) or
(3) of subsection (c) of section 15 of this title, and (B) that no contract
shall be deemed to be void by reason of this subsection in any action main-
tained in reliance upon this subsection, by any person to or for whom any
broker or dealer sells, or from or for whom any broker or dealer purchases,
a security in violation of any rule or regulation prescribed pursuant to
paragraph (1) of subsection (c) of section 15 of this title, unless such action
is brought within 1 year after the discovery that such sale or purchase in-
volves such violation and within 3 years after such violation.” £

Sec. 4. Section 32 of such act, as amended, is amended by adding at
the end thereof the following new subsection: ’

“(c) The provisions of this section shall not apply in the case of any

" violation of any rule or regulation prescribed pursuant to paragraph (3) of

subsection (c) of section 15 of this title, except a violation which consists,of
making, or causing to be made, any statement in any report or document
required to be filed under any such rule or regulation, which statement
was at the time and in the light of the circumstances under which it was
made false or misleading with respect to any material fact.” r

Sec. 5. Subsection (a) of section 17 of such act, as amended, is amended
by inserting immediately after the words ‘‘every broker or dealer who
transacts a business in securities through the medium of any such member,"
the words ‘‘every registered securities association.”

Annual Report of FDIC—Outlines Policy Regarding Bank Loans, Investments, and Capital
—Net Current Operating Earnings of Insured| Commercial Banks in 1937 Amounted to
$471,000,000, Equivalent to 7.49, of Capital Account—Net Profits About 259, Less Than

in 1936

Indicating the policy of the Federal Deposit Insurance
Corporation as to the security held by insured banks for
loans, the annual report of the Corporation, made public
June 23 by the Chairman, Leo T. Crowley, states that
‘“ndividual banks should establish investment programs

which apply the principle of diversification to the total assets -

of the bank, rather than to the securities account alone.”
The report goes on to say:

If a considerable portion of the loans are subject to particular hazards,
the bond portfolio should avoid these risks. A proper maturity schedule
depends both upon the quality and maturities of the loans and discounts
and upon the character of the liabilities. Only high grade bonds should
be purchased. They should be purchased for investment with the expec-
tation of holding them to maturity. Securities should not be purchased
with the intention of selling at a profit. Developments in the securities
market during 1937 have demonstrated the soundness of the Corporation’s
opposition to trading which was expressed in the Corporation's annual
report for the year ending Dec. 31, 1936. . . .

A bank which buys for investment only will have a minimum number of
transactions on which profit or loss will result and on which to pay costs.
Profits from transactions in securities should not be used for dividends.
Such profits should be placed in a special valuation account to be used
to offset losses. Premiums on bonds should be written off promptly or
amortized out of income. Securities carrying a high degree of risk of default
should not be purchased and a bank which holds such securities should
establish reserves against possible loss from default. A bank which adheres
to the policy outlined above need not be concerned about price fluctuations
on high grade bonds held for investment.,

The Corporation’s policy regarding the capital of banks,
bank loans, &e., is likewise outlined in the report, from
which we quote as follows:

Policy of the Corporation Regarding Capital of Banks—Adequate capital
18 one of the most important requisites for the maintenance of a sound bank.
The Corporation believes that each bank should have a sound capital
sufficient, having due regard for the quality and vhe character of the assets
held, to give reasonable assurance of the maintenance of a margin of pro-
tection to depositors and other creditors. A minimum of 10% of total
liabilities and, in addition, a sound capital sufficient to assure the proper
discharge of other responsibilities and functions of the bank is used as a
working rule in the consideration of cases coming before the Corporation
for action,

As a general fule, the Corporation will not approve retirement of capital
obligations of banks, repayment of contributions, or releases of guaran-
tees in those cases in which the net capital account will fail to meet the
minimum standard after completion of the action; and will not approve
the chartering of banks, the admission of banks to insurance, or the estab-
lishment of branches by banks with a capital account that does not measure
up to the minimum.* The Corporation’s authority, however, extends only
to insured State banks not members of the Federal Reserve System and
does not apply to National banks nor to State banks members of the Federal

~ Reserve System. The Corporation repeats its recommendation made last
year that an insured bank contemplating the establishment of a branch
should be required to make a showing to the Federal Deposit Insurance
Corporation satisfying reasonable minimum capital requirements.

The Corporation believes that when an insured bank operates with too
small a margin of capital it is in fact being subsidized in part by other
banks through the deposit insurance plan and in part by depositors who are
unknowingly taking an undue amount of risks of the enterprise, with none
of the returns which normally accrue to owners in the form of dividends
and profits. The Corporation's general attitude regarding the question of
adequate capital for banks is best expressed by the following quotation
from its Annual Report for the year ending Dec. 31, 1936:

Although a large number of factors must be taken into consideration in
determining the soundness of a bank and its risk to the Corporation it
may be said that, in general, the lower the capital ratio the greater the
risk to depositors and to the Corporation. The tendency of banks to oper-
ate with narrower capital cushions increases the risk of loss to the Corpora-
tion. The present assessment rate was established on the assumption that
losses in the future would be smaller than in the past. Unless the declining
trend in the ratio of bank capital to liabilities is reversed losses may not

* Net capital account i3 obtained by deducting from total capital acrcount the
book value of assets appraised by examiners as loss or doubtful and adding the deter-
minable sound banking value of assets not shown on the booka of the banks. Net
capital account also represents the excess over liabilities of the appraised value of
the bank's assets,

be reduced, in which case either the assessment raté will have to be raised
or fundamental changes will have to be effected in our system of banking.

Quality of Assets—The quality of the assets of a bank is ef equal im
portance to adequacy of capital. ‘When a bank's assets deteriorate and
become frozen it can no longer operate and must close'its doors. The losses
which dissipate capital result primarily from assets of low quality. (~ K|

Quality is a matter of individual judgment made in the light of detailed
knowledge. The excellence of the judgments made depends in the]final
analysis upon the calibre of the bank’s management. There are no set rules
which can be established in this regard. Certain general principles, how-
ever, are advocated by the Corporation and are endorsed by most bankers,
A bank should maintain a balance among different types of assets in ac-
cordance with the demands which it may expect to meet. A bank should
not purchase securities or make loans involving excessive risk of loss.
Investment in bank premises and equipment should bear a reasonable
relation to the needs of the business. Holdings of other real estate should
be kept at a minimum and when taken over in satisfaction of a debt should
be disposed of at the earliest favorable opportunity. 8

Policy Regarding Bank Loans—Examiners of the Corporation are in-
structed not to criticize an individual loan on the basis of the time of its
probable repayment but solely on the basis of the probable ability of the
debtor to keep his obligation current and sound. Examiners are instructed
to criticize a loan because of lack of credit information regarding the bor-
rower, because the loan is made for speculative purposes involving undue
risk of loss, because the loan represents an over-extension of credit or
undue concentration for the bank in a single line, because the loan involves
improper assumption of management risks by the bank, or because the loan
is illegal. Examiners are also instructed to criticize any loan upon which a
loss appears probable and any loan in which a loss has actually been sus-
tained by the bank but not charged off. Instructions are given to comment
also upon an undue concentration of loans by types and maturities tending
to produce a lack of balance among the assets of the bank.

As to holding company banking the report has the follow-
ing to say:

The two chief means of attaining multiple office banking at the present
time are; (1) branch banking, and (2) group or holding company banking.
Branch banking is, under present law, restricted to State lines and each
State can decide upon the kind of branch banking, if any, which it desires.
By means of the holding company device, however, one banking interest
can operate offices in as many States as it desires and to any extent within
States,

The holding company device facilitates self-dealing and concentration
of lines of credit to related interests beyond the limits contemplated by
the law. The development of large banking organizations extending over
many States and possibly over the entire Nation involves a concentration
of risk through the hazard of failure of important groups. Difficulties of
examination and supervision multiply with the growth of banking organi-
zations controlled by single interests.

The report—the fourth annual report of the Corporation—
states that “at the close of 1937 the Corporation was insur-
ing deposits in 13,853 banks.” It goes on to say:

Daily average deposits of these banks amounted to more than $48,000,~
000,000 during the year, of which more than $21,000,000,000 were insured,
The depositors in these banks numbered more than 50,000,000, of whom
more than 98% were fully protected by insurance. In 12,854 banks with
deposits of not more than $5,000,000 each, comprising 93% of the insured
commercial banks, nearly 80%. of the $11,000,000,000 of deposits were
covered by insurance. The remaining 999 banks, with deposits of more
than $5,000,000 each, held more than $37,000,000,000 of deposits, of which
33% were covered by insurance. Of these large banks, 490, each with
deposits of more than $10,000,000, held more than two-thirds of the total
deposits and about one-half of the insured deposit..

Net profits of all insured comniercial banks, after re-
coveries and charge-offs, but before dividends, amounted to
$380 million in 1937, or 69 on total capital account, says
the report. It also says:

Net profits in 1937 were about one-fourth less than in 1936. This decrease
in net profits was due chiefly to the smaller profits and recoveries on securi=
ties sold. Recoveries from securities previously charged off decreased 67% ,
and profits on securities sold dropped 56% , while charge-offs on §ecurmes
increased 14% . These changes reflected developments in the securities
markets. In contrast, charge-offs on loans declined 4% . i
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Features of the report summarized by the Corporation
follow: :

f FDIO acted to protect 277,236 depositors of 178 insolvent banks between
Jan. 1, 1934, and Dec. 31, 1937. Total deposits of these banks were
$76 million, all but 6% of which were made promptly available. Only
two depositors in each thousand not fully covered.

During 1937, FDIO cited 39 banks to supervisory authorities for prac-
tices believed to be unsafe and unsound, the greatest number for doing
business with impaired capital and for lax loan and investment policies
and procedures, Of these, 16 suspended, six merged with other banks,
six made necessary corrections and in one case insurance was terminated.
Ten cases pending at end of year.

FIDC made 7,822 examinations of banks not members Federal Reserve
System in 1937, Appraised value of assets of these banks shown to have
risen from 89.5% of book value, as estimated at time of admission to insur-
ance 1933 and 1934, to 98.9 in 1937.

Insured commercial banks increased loans 5% in 1937 despite decline
in total deposits. All other classes of assets declined.

Securities held by insured commercial banks not members of the Federal
Reserve System amounted to about $2.6 billion. More than 87% of these
securities were considered satisfactory for bank investment, and about
13% were substandard, In most banks, little depreciation below book
value accompanied the decline in securities prices during 1937.

Approximately 12% of insured commercial banks, not members of Fed-
eral Reserve System, were operating with managements considered to be
unsatisfactory or poor. These banks held deposits of $600 million.

Since Banking Holiday of 1933 $5.5 billion added to capital of insured
commercial banks. $3.5 billion of these funds used to write off worthless
assets, $.5 billion for repayment of RFC’s capital purchases and $1 billion
for interest and dividends. Improvement in capital position of banks
greater than indicated by resultant net increase since elimination of bad
assets reduced the difference between book and net invested capital by a
like amount.

Net current operating earnings of the insured commercial banks for the
year 1937 amounted to $471 million, equivalent to a return of 7.4% on
their capital account. This was the third successive year in which there has
been an increase in net earnings of insured banks.

Net reduction of 176 in number of insured banks between Jan. 1 and

Dec. 31, 1937. Number of non-insured banks dropped from 1,178 to 1,085
in same period, resulting in a slight increase in the proportion of insured
banks. Among commercial banks 97% of the total deposits were held by
insured banks at the close of 1937.

On Dec. 31, 1937, there were insured 7,456 banks not members of the
Federal Reserve System, 1,081 State banks members of the FRS, 5,260
National banks and 56 mutual savings banks.

Extracts are taken as follows from the report:

Summary of Banking Developments

The continuous improvement in the banking system which has been
taking place since the banking holiday of 1933 put the banks in a position
to meet without difficulty any strain resulting from the rapid decline in
business activity and in National income during the latter part of 1937.
The quality of the assets was higher and the amount of invested capital
greater than in earlier years. Total assets were appraised at approximately
the value at which they were carried on the banks’ books and the proportion
subject to criticism was smaller than in any other recent year. The increase
in capital in 1937 was proportionately less than the increase in the average
level of deposits and the ratio of net capital account to deposits averaged
slightly lower in 1937 than in 1936. Net earnings of the banks were higher
than in any year since Federal insurance of deposits.

Although the banks as a whole were probably in a sounder condition
than at any other comparable time during the post-war period, some indi-
vidual banks were in difficulty, They were chiefly banks which had not
been successfully rehabilitated after the banking crisis of 1933. Their
managements were unsatisfactory or poor, their capital position was weak,
their assets were of low quality, and their earnings position inadequate.
The Corporation is continuing its efforts to correct these situations.

Commercial Banking Offices
Number and Types of Commercial Banking Offices in Operation—On
Dec. 31, 1937, 18,364 commercial banking offices were in operation in the
United States and possessions. . . . Of these offices, 13,958 were

unit banks, that is, banks having but one place of business, 924 were head -

offices of branch banking systems and 3,482 were branch offices of such
systems,

Changes in Operating Commercial Banking Offices During 1937—The
total number of commercial banking offices was reduced by 152 during the
year. The number of banks in operation decreased by 269 while the number
of branches increased by 117. The increase in the number of branches
reflected a continuation of the trend toward branch banking which has been
in existence since the beginning of the century. The number of unit com-
mercial banks in the United States and possessions was reduced by 299
during the year, while the number of offices of branch banking systems
increased by 147, or from 23 to 24% of all banking offices in operation,
In 1925 only 18% of all banking offices belonged to branch systems.

Participation by Commercial Banks in Deposit Insurance

Number of Operating Insured and Noninsured Commercial Banks and
Banking Offices—On Dec. 31, 1937, the Federal Deposit Insurance Cor-
poration was insuring deposits in 13,797 commercial banks operating 17,178
offices.* The number of insured commercial banks in operation was re-
duced by 176, or 1.2% , during the year, reflecting chiefly mergers and the
conversion of unit banks into branches. The total number of banking offices
of insured commercial banks was reduced by only 56 during the year,
Notwithstanding the reduction in number, the proportion of operating
commercial banks insured by the Corporation increased from 92.2% 'at
the beginning of the year to 92.7% atits close.

Deposits of Operating Commercial Banks—During 1937 deposits of all
commercial banks averaged $49.1 billion, of which $47.6 billion, or 97% ,
were in insured banks.t Deposits declined by $2 billion from the beginning
to the close of the year. The decline was much smaller, however, than the
increase of $5 billion which occurred during 1936 and deposits averaged
higher in 1937 than in 1936.

Changes in deposits of insured banks during the year were such as prob-
ably to increase the proportion of deposits protected by insurance. Inter-
bank deposits and United States Government deposits, only a small part
of which are protected by insurance, decreased by more than $1 billion,
~or 14% . Demand deposits of individuals, partnerships, and corporations,
about 40% of which are estimated to be protected by insurance, also
declined by more than $1 billion. Time deposits of individuals, partner-

* In addition, the Corporation was fnsuring deposits in 56 mutual savings banks.

t Depasits of insured banks are averages of daily figures for the year; deposits of
non-insuredzbsnks are averages of figures for Dec. 31, 1936, June 20, 1937 and
Deec. 31, 1937.
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ships, and corporations, on the other hand, more than four-fifthsTof which
are protected by insurance, increased by $0.5 billion,
| i Assets and Liabilities of Operating Commercial Banks
I Assets and Liabilities of Insured Commercial Banks at the Beginning
and Close of the Year—On Dec. 31, 1937, total assets of operating insured
commercial banks amounted to $54.2 billion, a reduction of $2.0 billion,
or 3.5% , from the amount reported a year earlier. Total loans, although
somewhat below the peak reached during the year, were larger at the close
of 1937 than at the close of 1936. Other important types of assets showed
decreases over the year period. Total book capital account of the banks
increased, and was higher in proportion to total assets and to total deposits
at the close than at the beginning of the year. Changes during 1937 in
assets and liabilities of operating insured commercial banks are shown in
tE table below. "
CHANGES IN ASSETS AND LIABILITIES DURING 1937
OPERATING INSURED COMMERCIAL BANKS

he b m

[ N W
(O e,

Amount Changes During Year

Dec. 31, 1937 | Dec. 31, 1936

Assegs— $ $ $ %
Cash and due from banks. ..{14,931,000,000 15,731,000,000f -——800,000,000| —5.1
Obligations of the U.8. Govt.|13,669,000,000 —1,080,000,000( —7.3
Other securities. . .. oo oue.. 6,807,000,000 —751,000,000| —9.9
Loans and discounts.. 16,718,000,000 +778,000,000| +4.9
Miscellaneous assetS. .. u ... 2,096,000,000| 2,218,000,000] ~—122,000,000 —5.5

Total assets. o e oo «----54,221.000,000{56,196,000,000(—1,975,000,000{ —3.5

Ltabtiittes and Capital—
Total depostts. - .oooweun- 47,191,000,000|49,258,000,000|—2,067,000.000|
Miscellaneous liabilities - 626,000,000| - 609,000,000 +17,000.000
Total capital account 6,404,000,000|-6,329,000,000]  +75,000,000| +1.2

Total Hablls. & cap'l acet.154,221,000,000]56,196,000,000'—1,975.000,000| —3.5

Assets and Liabilities of All Commercial Banks, 1920, 1929 and 1937—
Total assets of all commercial banks in the United States and its p i
on June 30, 1937, totaled $56.8 billion, as compared with $62.2 billion in
the middle of 1929 and $47.4 billion in 1920, These dates are selected as
fairly representative of three periods of active business with bank credit
outstanding in substantial volume. Although the number of banks in 1937
was approximately one-half the number in 1920, total assets were one-fifth
greater, As compared with 1929, the number of banks declined by 40%
and total assets by 8% .

Changes in the composition of assets of all commercial banks over the
18-year period have been substantial. Cash and amounts due from banks
comprised 26% of all assets in 1937, or almost twice the proportion held in
1929 and considerably more than in 1920. Holdings of United States Gov-
ernment securities at 26% were more than three times either the 1920 or
the 1929 figure. The proportion of assets in the form of loans and ‘dis-
counts, at 31% in 1937, was very little more than one-half as great as in
1929 or 1920. The banks' loans appeared to be of higher quality than in
the two earlier periods.

Capital of Operaling Insured Commercial Banks

On Dec. 31, 1937, insured commercial banks reported total capital
accounts of $6.4 billion, an increase for the year of $75 million, or 1%.
* Total deposits in the banks declined during 1937 and the ratio of total
capital account to total deposits increased. Tne percentage of aggregate
capital account to total deposits of all insured banks at the close of each of

the past four years was as follows:

-13.6% 1935
wmpaspesss18.0% 1934. .
ANALYSIS OF CHANGES IN TOTAL CAPITAL ACCOUNT DURING 1937
OPERATING INSURED COMMERCIAL BANKS

Total capital account, Dec, 31, 1937 $6,404,000,000
Total capital account, Dec. 31, 1936 6,329,000,000

75,000,000
- +780,000,000

Amount Per Ct.

—4.2
+2.8

Net change during year ;
Net earnings, recoveries on assets and profits on securities.
Losses on assets charged off or 801d. - oo e e cimcecvccanan wa —395,000,000
Dividends —225,000.000
Net repayment of capital to the Reconstruction Finance Corporation. ~—96,000,000
Other contributions, retirements, and changes due to admission to or

withdrawal from insurance

Earnings of Operating Insured Commercial Banks
Insured commercial banks reported higher net current operating earnings
but lower net profits in 1937 than in 1936.
The table shows earnings, expenses and disposition of profits of all insured
commercial banks in 1934, 1935, 1936 and 1937.

EARNINGS, EXPENSES AND DISPOSITION OF PROFITS OF OPERATING
INSURED COMMERCIAL BANKS, 1934-1937

1937 1936 1935 1934

$ s
1,483,000,000(1,516,000.000

$ $
1,631,000,000|1,564,000,000!
Total curr.oper. expensesa|1,160,000,000|1,122,000,000|1,081,000,000|1,115,000,000

Gross curr.oper. earnings.

Net curr. oper. earnings| - 471,000,000] 442,000,000 402,000,000f 401 000.000

Profits on assets sold, re-
coveries, &c
Losses, charge-offs, &c. a.

432,000,000| 292,000,000
627,000,000(1,032,000,000

309,000,000
395,000,000,

584,000,000
501,000.000

Net profits after income

taxes.b
Cash dividends declared &
int, pald on capital..

¢339,000,000
225,000,000] 223,000,000 188,000,000

Net profits after divs..| 155,000,000( 300,000,000 ¢527,000.000

a The figures for 1936 and prior years were revised by the transfer of “*deprecia~
tion on banking house, furniture and fixtures,” from the category ot loss or charge-
off to that of current operating expense.

b Income taxes are included under total current operating expenses except for
banks not members of the Federal Reserve System in 1936 and 1937. These banks
paid income taxes of $2,442,000 in 1936 and of $4,848,000 in 1937.

¢ Net loss.

In considering the profitability of banking operations for a single year,
or for a few years, the figures of net current operating earnings are more
significant than those of net profits. Net earnings indicate the extent to
which the gross current earnings of the bank, after covering operating
expenses, are availab.e to provide for net losses on assets and for a return
on capital. The figures of net earnings are relatively stable. Net profits
consist of net current operating earnings (1) plus recoveries on assets pre-
viously charged off, reductions in valuation allowances, and profits on
securities sold, (2) less losses on assets and additions to valuation accounts.
In any one year the figure for net profits is affected by the amount of losses
or recoveries on assets which happen to be taken in that year. Inasmuch
as the items upon which losses or recoveries are taken accumulate over
a period of years, the amounts charged off, or recovered, in any one year
may not necessarily bear any relation to operations in that year.

380,000,000 523,000.000] 207,000,000

207,000,000
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Net Current Operating Earnings of All Insured Commercial Banks—Net
current operating earnings of insured commercial banks amounted to $471
million in 1937, or approximately 7.5% on total capital account. Net
earnings nave shown an increase in each of the last three years, not only
in absolute amounts but also in relation to total assets and total capital
account. The increase in net earnings of 7%, as compared with 1936, was
the result of higher gross earnings only partly offset by higher total current

expenses.

Gross earnings from current operations amounted to $1,631 miliion, or
49, more than in 1936. Larger income from loans and discounts accounted
for almost three-fourths of the increase in total earnings, and was due to
the increase in the volume of loans and discounts outstanding.

Ourrent operating expenses were 3.4% larger than in the previous year.
A larger amount of salaries, wages and fees accounted for two-thirds of
the increase in total expenses.

Insured Mutual Savings Banks

On Tec. 31, 1937, the Federal Deposit Insurance Corporation was in-
. guring deposits in 56 mutual savings banks. Total deposits in these banks
amounted to $1 billion, of which about 90% are estimated to have been
protected by insurance, Of these 56 banks, 11 had deposits of more than
$10 million each and 45 had deposits of less than $10 million each. Two
banks held more than one-half of the deposits. These 56 banks were located
in 12 States. Due to the small number of banks, the variation in their size,
the wide differences in geographic location and in conditions under which
they were operating, the data relating to the insured mutual savings banks
are not necessarily accurate indicators of the condition and operations of
all mutual savings banks in the country. . . .

Since mutual savings banks have no capital stock, their total capital
account consists chiefly of surplus and reserve accounts, built up from
undistributed earnings.  During 1937, total capital account of insured
mutual savings banks increased by about $1.25 million,t or 1%. Ac the
end of 1937, total capital account was equal to 13% of deposits, essentially
the same as in insured commercial banks, Capital notes and debentures
of $12.5 million in 25 banks were owned by the Reconstruction Finance
Corporation. During the year $80,000 of capital notes and debentures were
retired. At the close of the year, the preferred capital was equal to 9% of
the total capital account of all insured mutual savings banks.

Earnings, Expenses, and Disposition of Profits of Insured Mutual
Savings Banks—Gross current operating earnings of the 56 insured mutual
savings banks amounted to $42 million in 1937, or 1.5% more than in 1936.
Current operating expenses, excluding interest and dividends to depositors,
were about 10% higher than in 1936 and about 20% higher than in 1935.
As a result, net current operating earnings, which amounted to $26 million
in 1937, were 3% less than in 1936. In 1937, recoveries and profits on
assets sold decreased by approximately 11%, whereas losses increased
about 37%. As a consequence, net profits available for distribution to
depositors and for addition to capital funds were reduced approximately
23%.

About $19 million, or 92% of the net profits, were used to pay interest
and dividends to depositors. The rate of return to depositors amounted
to 1.9% compared with 2,.0% in the preceding year and more than 2% in
earlier years. Of the remaining profits, $1.25 million were added to capital
funds and $0.5 million were used to pay interest on and to retire capital
notes and debentures held by the Reconstruction Finance Corporation.

+ The condition reports show an increase of $1,660,000,000. The ditterence 0f
$410,000 s the result of a change in accounting methods.

The Course of the Bond Mafket

A spectacular rise in railroad bond prices has been the out-
standing feature this week in the bond market. Speculative
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rails havefmade the best gains that they have made on any
rally this year or last. Utility and industrial bonds have also
been strong, high grades as well as low grades. U. S. Gov=
ernments have not fluctuated. :

High-grade railroad bonds have scored gains. Chesapeake
& Ohio 414s, 1992, were up 3 points at 11474, while Pennsyl-
vania 4s, 1948, have gained 14 at 10714 and Virginian 334s,
1966, have remained unchanged at 101. Wide price gains
among medium-grade and speculative railroad bonds have
dominated the bond picture. Central Pacific 4s, 1949, have
advanced 4 points to 64; Kansas City Southern 5s. 1950, at |
6234 were up 734 points; New York Central 4)5s, 2013, at
52 jumped 1114 points. Defaulted railroad bonds, in sym-
pathy with a rallying rail bond market, have recorded gains.
Chicago Great Western 4s, 1959, gained 2 points at 18 while
Erie 58, 1975 moved up 224 points to 1334.

Utility bonds have been considerably more active and
higher this week. Medium-grade and speeculative issues
have been in good demand. Laclede Gas 5s, 1959, have ad-
vanced 74 point to 803;; Western Union Telegraph 4}4s,
1950, at 61 were up 51; Illinois Power & Light 5s, 1056,
have gained 334 at 89; Oklahoma Natural Gas 5s, 1946, rose
114 to 9314; United Light & Power 6s, 1975, at 75 were up 4.
High grades have held up well. - New and proposed utility
finaneing has reached substantial proportions.

A rising trend has been evident in industrial bonds this
week, in sympathy with other sections of the bond market.
In the steel group, the outstanding gain has been made by
Otis Steel 414s, 1962, with a rise of 614 points to 7215.
Gains in the oil group have been small for the most part; for
example the Tidewater Associated 314s, 1952, have risen
34 to 10314. Phelps Dodge 314s, 1952, have advanced 214
to 108. Meat packing issues have strengthened, the Armour
4s, 1955, rising 174 to 9415. Featuring the retail trade group
has been the gain of 5 points to 69 in Childs 5s, 1943. Among
miscellaneous bonds, Remington Rand 4l4s, 1956, have
advanced 3 to 96.

Sentiment has improved also in the foreign bond market
with particular strength in Cuban Public Works 534s.
Brazilian and other defaulted South American issues have
registered small gains while among European issues, Ttalian
bonds have been notably strong.

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

MOODY'S BOND PRICES (REVISED) t
(Based on Average Y{elds)

MOODY"S BOND YIELD AVERAGES (REVISED) t
(Based on Individual Closing Prices)

120 Domestic
Corporate by Groups *
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* These prices are computed from average ylelds on the basis of one “typlcal” bond (4% coupon, maturing in 30 years), and do not purport to show either the average

level or the average movement of actual price quotations.
yleld averages, the latter being the truer picture of the bond market.
on the issue of April 23, 1938, page 2594. 3
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They merely serve to fllustrate in a more comprehensive way the relative levels and the relative movement of
x Discontinued.

+ The latest complete list of bonds used in computing these indexes was published
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Indications of Business Activity

THE STATE OF TRADE—COMMERCIAL EPITOME

Friday Night, June 24, 1938. .

Business activity showed further gains the past week,
with increasing optimism evident in many quarters. The
pronounced activity and strength of the stock market ap-
pear to be 'acting like magic on the entire country, this
being reflected especially in the. substantial rise in com-
modities and the pick-up in many lines. Encouraged by
four days of rising security markets, ever-widening textile
markets, firmer quotations for basic metals, and an actual
upturn in inquiries and orders in certain strategic indus-
tries, business men both in New York and Middle West
centers are becoming convinced that a definite and sub-
stantial upturn in business is developing. The “Journal of
Commerce” index of business activity advanced to 69.9,
and compares with a revised figure of 68.3 for the previous
week and 101.1 for the corresponding week of 1937. Auto-
motive activity was stepped up and car loadings, petroleum
runs-to-stills, steel production and lumber cut showed im-
provement. Bituminous coal production registered another
reduction this week. With the steel price structure facing
a further period of testing and the wage structure reputedly
up for consideration, the national operating rate for the
industry has risen two consecutive weeks for the first

time since late March, and ingot output is now at 28% of

capacity against 25% two weeks ago, “Iron Age” says in
its current summary. The magazine states that more im-
portant than this modest strengthening of mill schedules is
a growing feeling that business generally this summer will
not be so slack as expected, and that a foundation for a
fair measure of recovery in the fall is being laid. The
industry has noted a strengthening of the scrap market,
the “Iron Age” composite price being 25c¢. higher at $11.25,
the first advance in 20 weeks, it is reported. Furthermore,
the industry has received its first order for steel for 1939
automobile production, and bookings are running 109, ahead
of May. Wall Street is wondering what effect the improved
business and market sentiment will have on the informal
discussions now being held between United State Steel and
the Committee for Industrial Organization on a possible
reduction of steel prices and wages., The strengthening of
prices of heavy melting steel scrap at Pittsburgh and Phila-
delphia attracted more than ordinary attention of observers
who place reliance in the scrap price trends as a steel
industry barometer. Engineering construction awards for
the week amounted to $33,572,000, 15% over last week, but
71% below the corresponding 1937 week, when the year's
highest weekly award volume was reported, “Engineering
News-Record” announced yesterday. The cumulative vol-
ume for 25 weeks of 1938, $1,187,311,000 drops 5% below
the 25-week total for 1937. This is the first time in 1938
that the cumulative construction total drommed below a
year ago. Private construction for the week is 55% above
last week, but 84% below the 1937 week. Public awards
are 1.5% above the preceding week, but 529 under a year
ago. Production of electricity by the light and power indus-
try of the United States totaled 1,991,115,000 kilowatt hours
in the week ended June 18, a loss of 10.19, when compared
with the corresponding week of last year, the Edison Elec-
tric Institute revealed. Output decreased 672,000 kilowatt
hours under the previeus week, when it was 1,991,787,000,
and 222,668,000 under the total of 2,213,783,000 in the corre-
sponding week of 1937. Federal housing officials now ex-
pect 1938 to be the best year for residential construction
since 1929, It is foreseen that home building will pass the
300,000 mark this year. Issuance of building permits still
continues in encouraging volume. Retail distribution con-
tinued to make headway this week, although at a slightly
slower pace, according to Dun & Bradstreet’s review, issued
today. Better weather conditions, well-advertised promo-
tions and clearances added most of the increases to retail-
ers’ totals, the review revealed. Major stress was on all
kinds of sports wear, with radios, bicycles, cameras, type-
writers and electric fans high up on shoppers’ lists. The
stock market continued to soar today, with stocks gaining
$1 to $3. Buying was said to be the heaviest in 12 months,
amply taking care of extensive profit-taking sales. Ward’s
Automotive Reports, Inc., added a hopeful note to the out-
look in the motorcar industry today by asserting that “busi-
ness has reached a turning point in the decline which began
about a year ago,” and that “all automobile companies be-
lieve the 1939 model year will reflect definite improvement
over the present one.” It estimated this week’s output at
40,918 cars and trucks, “a less than seasonal decline from
last week’s 41,790.” Production for this week last year
was 121,032 units. An item of interest in the week’s
weather news was the renort of floods in Montana. Home-
less farmers, beleaguered by flood waters in the valley flats
of the Milk River in north-central Montana, braced today
against the onrushing tide that has taken nine lives, left
one missing, and damaged thousands of dollats’ worth of
property. Farmers gave up their homes yesterday in the
valley flats as the cloudburst-widened river struck at Har-
lem, 60 miles above Malta, Mont. The weather of the
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week was characterized by general unsettled conditions
throughout most of the country. Showers were frequent
and rather widespread. In many central areas of the coun-
try moderate temperatures and less rainfall than for some
preceding weeks made more favorable conditions for culti-
vation of row crops and harvesting operations. Some
areas, however, remain too wet to work, and in some locali-
ties too soggy to support heavy harvesting machinery.
Temperatures were generally somewhat above normal in
many portions of the Mississippi Valley and Great Plains,
while the normal to somewhat excessive sunshine was favor-
able for reducing rust damage. In the New York City area
the weather during the week was more or less mixed, with
temperatures generally high. Today it was fair and warm
here, with temperatures ranging from 68 to 86 degrees.
The forecast was for partly cloudy and continued warm
tonight and Saturday. Overnight at Boston it was 70 to 88
degrees; Baltimore, 68 to 84; Pittsburgh, 62 to 84; Port-
land, Me,, 68 to 84; Chicago, 72 to 83; Cincinnati, 70 to 90;
Cleveland, 70 to 86; Detroit, 68 to 88; Charleston, 74 to 83;
Milwaukee, 64 to 80; Savannah, 72 to 92; Dallas, 72 to 92;
Kansas City, 76 to 92; Springfield, Mo., 72 to 88; Oklahoma
City, 74 to 94; Salt Lake City, 52 to 78; Seattle, 56 to 80;
Montreal, 68 to 86, and Winnipeg, 62 to 82.

i ——

Revenue Freight Car Loadings in Week Ended June 18
Gain 1,715 Cars

Loadings of revenue freight for the week ended June 18,
1938, totaled 555,569 cars. This is a rise of 1,715 cars,
or 0.3%, from the preceding week; a decrease of 197,218
cars, or 26.29%, from the total for the like-week a year ago,
and a drop of 134,498 cars, or 19.59%, from the total loadings
for the corresponding week two years ago. For the week
ended June 11, 1938, loadings were 26.29%, below those for
the like week of 1937, and 19.39, below those for the cor-
responding week of 1936. Loadings for the week ended
June 4, 1938, showed a loss of 27.1%, when compared with
1937 and a drop of 27.8%, when comparison is made with
the same week of 1936.

The first 18 major railroads to report for the week ended
June 18, 1938 loaded a total of 258,776 cars of revenue freight
on _their own lines, compared with 256,217 cars in the pre-
ceding week and 340,737 cars in the seven days ended June 19,
1937. A comparative table follows: Gk

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

Loaded on Own Lines

Recetved from Connections
Weeks Ended— Weeks

Ended—

June 18)June 11 June 19| June 18)June 11 June 19
1938 | 1938 | 1937 | 1938 | 1938 | 1937

21,208| 24,564
21,692| 32,416
16,134 21,971
12,936( 14,501
16,699( 19,711
12,771
2,367
2,289
3,869
11,564
29,236
4,353

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

Chicago Burlington & Quincy RR.
Chicago Milw, St, Paul & Pac Ry,
Chicago & North Western Ry...

International Great Northern RR

4,608]

N. Y. Chicago & 8t. Louls Ry...
Norfolk & Western Ry
Pennsylvania RR. ...

Pere Marquette Ry. .

Pittsb

Bouthern Pacific Lines

Wabash Ry 4,981

258,7761256,2171340,7371157,387'156,7801206,612

TOTAL LOADINGS AND RECEIPTS FROM CONNECTIONS
(Number ot Cars) :

Week Ended—
June 11, 1938
22,619
24,345
11,589

58,563

June 18, 1938
23,652
24,692
12,471

60,815

June 19, 1937

Chic Rock Island & Pac.
Illinols Central System
8t. Louis-San Francisco Ry

30,022
14,352

71,110

The Association of American Railroads, in reviewing the
week ended June 11, reported as follows:

Loading of revenue freight for the week ended June 11 totaled 553,854
cars. This was a decrease of 196,646 cars or 26.2% below the corresponding
week in 1937 and a decrease of 381,728 cars or 40.8% below the same week
in 1930.

Loading of revenue freight for the week of June 11 was an increase of
51,230 cars or 10.2% above the preceding week which included Decoration
Day holiday. '

Miscellaneous freight loading totaled 227,006 cars, an increase of 28,803
cars above the preceding week, but a decrease of 81,745 cars below the
corresponding week in 1937.

Loading of merchandise less than carload lot freight totaled 147,995 cars,
an increase of 17,059 cars above the preceding week, but & decrease of
21,729 cars below the corresponding week in 1937.

Coal loading amounted to 82,279 cars, a decrease of 4,320 cars below the
preceding week, and & decrease of 29,826 cars below the corresponding
week in 1937.

Grain and grain products loading totaled 30,184 cars, an increase of 3,852
cars above the preceding week, and an increase of 3,024 cars above the
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corresponding week in 1937. In the Western districts alone, grain and
grain products loading for the week of June 11, totaled 19,189 cars, an
increase of 3,056 cars above the preceding week, and an increase of 2,024
cars above the corresponding week in 1937. )

Live stock loading amounted to 11,502 cars, an increase of 136 cars
above the preceding week, and an increase of 945 cars above the correspond-
ing week in 1937. In the Western districts alone, loading of live stock for
the week of June 11 totaled 8,246 cars, a decrease of 292 cars below the
preceding week, but an increase of 542 cars above the corresponding week
in 1937.

Forest products loading totaled 26,035 cars, an increase of 1,532 cars
above the preceding week, but a decrease of 13,270 cars below the corre-
sponding week in 1937.

B Ore loading amounted to 24,921 cars, an increase of 3,540 cars above
the preceding week, but a decrease of 48,009 cars below the corresponding
week in 1937.

Coke loading amounted to 3,932 cars, a decrease of 272 cars below the
preceding week, and a decrease of 6,036 cars below the corresponding week
in 1937. ., '

Chronicle June 25, 1938

All districts, reported decreases compared with the corresponding weeks
in 1937 and 1930.

1930 ~
3,347,717

1937
2,714,449

1938

2,256,423
2,155,451
2,222,864
2,649,894
2,185,822

502,624

553,854

12,526,932

Four weeks in January
Four weeks in February .
Four weeks in March....
Five weeks in April..
Four weeks in May......
Week of June 4....c...
Week of June 11......

16,715,097 20,417,178

In the following we undertake to show also the loadings
for separate roads and systems for the week ended June 11,
1938. During this period only 19 roads showed increases
when compared with the same week last year: g

REVENUE FREIGHT LOADED AND RECEIVED FROM CONNECTIONS (NUMBER OF CARS)—WEEK ENDED JUNE 11

Total Revenue
Fretght Loaded

1937

Total Loads Recedved
Jrom Connecdons

‘1937

Ratlroads

1938 1936

Total Loads Recedved
Jrom Connections

1937

Total Revenue
Freight Loaded

1937

Ratlroads

1936

Eastern District—
Ann Arbor

& Ar

Boston & Malne,
Chicago Indianapolis & Louisv.
Central IndiaDA. . ccaceenenees 27 63
Central Vermont. ...
Delaware & Hudson -
Delaware Lackawanna & West.
Detroit & Mackinag. ccaeue--
Detroit Toledo & Ironton......
&uoit & Toledo Shore Line...

T LR —— omm
Grand Trunk Western mais
Lehigh & Hudson River.......
Lehigh & New England......-
Lehigh Valley........
Maine Central....
Monongahela .

614 525 1,167
268

10,046
2,217

N. Y. N, H. & Hartford

New York Ontarlo & Western.
N. Y. Chicago & 8t. Louis....
Pittsburgh & Lake Erle. ..
Pere Marquette.

Pittsburgh & Shawmut
Pittsburgh Shawmut & North..
Pittaburgh & West Virginia....
RutlaDde e
Wabash

Wheeling & Lake Erie

Pothlicicaossmvanosanasnss

Alleghany District—
Akron Canton & Youngstown.. 393 579 596
Baltimore & Oho. - - eveneen.| 21,602 | 34,757 | 31,082
Bessemer & Lake Erfe_. 3,001 6,129
Buffalo Creek & Gauley. 243 208
COambria & Indiana.. . 896
Central RR. of New Jersey.... 6,001
Cornwall 659
Cumberland & Penpsylvanla. ..
L Valley

5,460
4,274

148,574

2,130
117,948

3,362
161,918

116,758 | 157,320

471
13,468
760

6

730
17,506
3,557
6

6
9,138
32

48,568
11,406
4417
4
2,427

100,566

Total 161,119 | 137,819 81,047 117.403

Pocahontas District—
22,380
19,496

3,457

8,647
4,372
905

10,383
5,057
1,054

16,134 | 21,394
14,170 | 20,090
3,876 4,260

Norfolk & Western. ..ceeueun-
Virginian

Southern District—(Concl,)
Moblle & Ohio.
Nashville Chattanooga & St. L.
Norfolk Bouthern...eceesacea-
Pledmont Northern. ceeeeeee-n
Richmond Fred. & Potomac. 397
Seaboard Alr Line. .ceeeeecma- s 8,675
Bouthern Sy X 20,614
T Central 321 443
Winston-Salem Southbound. .. 169

Total 101,392

1,791 1,037
2,265
1,072

803
4,314

2,714
2,612
385

Northwestern District—

0.
Chicago St. P. Minn. & Omaha.
Duluth Missabe & I. R
Duluth South S8hore & Atlantic.
Elgin Jollet & Eastern
Ft. Dodge Des Molnes & South.
Great Northern

Minneapolis & St. Louis. ...
Minn, 8t, Paul & S, 8. M.
Northern Pacific.

Spokane International 2
Spokane Portland & Seattle... 1,726

125,747

Total e vevomiansabmmuonn —--a| 78,134 110,019

Central Western District—
ﬁtch, Top. & Santa Fe System.

Bingham & Garfleld

Chicago Burlington & Quiney ..
Chicago & Illinois Midland. ...
Chicago Rock Island & Paclfic.
Chicago & Eastern Illinos... ...
Colorado & Southern

Denver & Rio Grande Western..
Denver & Salt Lake

Fort Worth & Denver City.
Tllinols Terminal
Missouri-Tliinofs.. .

Nevada Northern....

21,298 | 23,971 20,743
3,010
311

14,368

Peorla & Pekin Unfon. ..
Bouthern Pacific (Pacific).
Toledo Peoria & Western..
Union Paclfic System...

Utah

Western PacifiCevneeecna —w e

Total.aecenacanacuan ronmas
Southwestern District—

224
1,369
96,712

107,733

16,494

Total 34,179 | 45,744 | 45,333 13,924

Southern District—
Alabama Tennessee & Northern
Atl. & W.P.—W.RR.of Ala..
Atlanta Birmingham & Coast....
Atlantle Coast Lin@.meeecenn-

172
1,032
550
3,601
2,495
863
1,352
208

365
516

81
1,647
466
794
8,000

20,512 4,184
193 169 367

Charleston & Western Carolina
Clinchfield

Durham & Southern...
Florida East Coast.
galmvﬂla Midland.

a8

189 183 279

Burling k Island. 124

Missourt & Arkansas.......... ol
Missouri-Kansas-Texas Lines..

Quanah Acme & Pacific.

8t. Louls-8an Franclsco.

8t. Louis Bouthwestern.
Texas & New Orleans..

Wichita Falls & Southern
Wetherford M. W, & N, W....

Total. ....... cnoome —emevee

45,101

Now—-Previous year's tigures revised. * Previous figures.

Class I Railroads Report 4,484 New Freight Cars on
Order on June 1

Class I railroads on June 1, this year, had 4,484 new freight
cars on order, the Association of American Railroads an-
nounced on June 24. On the same date in 1937 there were
45,176 on order, and on June 1, 1936 there were 25,748. On
May 1, this year, 4,867 new freight cars were on order. The
association further reported:

New steam locomotives on order on June 1 totaled 56 compared with 329
on June 1, last year, ahd 58 on the same date two years ago. The railroads
had 61 new steam locomotives on order on May 1, this year. New electric
and Diesel locomotives on order on June 1 totaled six compared with 30 on
June 1, 1937, and 30 on June 1, 1936. The railroads on May 1, this year;
had 10 new electric and Diesel locomotives on order. -

Class I railroads in the first five months of this year installed in service
5,786 new freight cars, compared with 27,807 in the same period in 1937
and 8,948 in the same period in 1936.

The railroads in the first five months of 1938 also put in service 105
new steam locomotives and 55 new electric and Diesel locomotives, compared
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with 122 steam and 12 electric and Diesel locomotives installed in the same
period last year, and nine steam and eight electric and Diesel locomotives
installed in the same period in 1936.
New freight cars and locomotives leased or otherwise acquired are not
Included in the above figures.
—_——

Decline of 0.3 Point Noted in ‘“‘Annalist”” Weekly Index
of Wholesale Commodity Prices During Week
Ended June 22

The “Annalist”’ announced on June 23 that “weakness in
grains and petroleum carried the ‘Annalist’ Weekly Index of

Wholesale Commodity Prices down 3-10ths of a point in the

period ended June 22.” The announcement<went on to say:

. 'Wheat was particularly soft, as the speculative market in the grain broke

under a flood of profit-taking. Corn, oats and rye acted better. Crude

petroleum was cut 34 cents to $1.27 a barrel, as producers acted to stimulate

consumption. i

Many' of the speculative commodities advanced during the week in
sympathy with higher prices for stocks. Rubber, cotton and hides were
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outstanding performers, although all had a spell of weakness early Thursday

morning. 8ilk moved forward at a brisk pace for the first time in many

months, An exception to the general trend was sugar, which declined to

around the lows of the past four years. :

THE ANNALIST WEEKLY INDEX OF WHOLESALE COMMODITY PRICES
(1920=100) /

Volume 146

| une 22, 1088|une 15, 1038| une 22, 1937

All commodities
* Preliminary.

Moody’s Commodity Index Advances Sharply

Moody’s Commodity Index registered a .substantial
advance this week, closing on Friday at 140.8 compared with
136.2 a week ago. There has been a total recovery of 10.7
points from the June 1 low of 130.1.

Prices of silk cocoa, hides, rubber, hogs, steel serap, lead,
cotton and wool were higher, while wheat was the only item
to decline. There were no net changes for corn, silver, copper,
coffee and sugar.

The movement of the index during the week was as follows:

136.2| Two weeks ago, June 10
-No Index|Month ago, May 24....
136.7| Year ago
36.4|1937 Hi
-137.2 Low-—Nov.
-2138.9| 1938 High—Jan. 10

140.8 Low-—June 1

———

Further Decline During May Noted in “Annalist”
Monthly Index of Business Activity, But at Slower
Rate Than in April

Business activity declined again in May, but at a much
slower rate than in April, according to the monthly review
of domestic business conditions by H. E. Hansen in the
June 17 issue of the “Annalist.”” The “Annalist” index of
business activity, accordingly, declined to 73.4 (preliminary)
from 74.1 (revised) in April and 77.4 in March. The “An-
nalist” announcement went on to say: -

The slowing up in the rate of decline was largely due to a contrary-to-
seasonal gain in cotton consumption. Gaing were also recorded in the
seasonally-adjusted indices of miscellaneous freight car loadings and lumber
production. All otker components of the index showed decreases, of which
the most substantial were in the adjusted indices of steel ingot and pig
iron production.

There were no developments of note in the iron and steel industries last
month, leading consumers reducing purchases below the low level for
April.  As a result, steel production per day showed a contrary-to-seasonal
decline and our adjusted index dropped to the lowest level since October,
1934. Some encouragement was derived from prospects of increased
activity in the building and shipbuilding industries. Railroad equipment
orders increased sharply, the bulk of the business being placed in the
first half of the month.

Conditions in the automobile industry were much the same as those
in April.  Preliminary reports indicated that seasonally-adjusted sales
again declined in May, Last week, however, Ward’s Automotive Reports
noted a “more cheerful air’” over the industry.

Conditions in the lumber and cement industries are somewhat brighter
because of greater building activity. The lumber index last month regained
some of its April drop, but the industry’s statistical position showed
little change.

Stocks of copper, lead and ezine continued to mount despite further
reductions in output. The situation in the zine industry was given in last
week’s “Business Outlook.” - A drastic reduction in copper output is
now under way, many mines having suspended operations. Lead output
in April showed a surprising gain, in view of a substantial drop in
shipments.

Cotton mills increased activity following the sharp curtailment in
April, but no great improvement has taken place in the sales market, and
for most of the month production was above the level of orders received.
Government orders have helped the industry, but most private buyers
continued to display much hesitancy.

Ray silk consumption showed a greater-than-seasonal decline and our
adjusted index dropped fractionally below the March level. Rayon con-
sumption was only slightly lower, but an increase normally occurs.
Woolen mill activity increased, but in the absence of final figures it is
impossible to tell whether the gain was as great as the usual seasonal rise.

Loadings of miscellaneous freight, on an average daily basis, showed a
slightly greater-than-seasonal increase, our adjusted index rising frac-
tionally above the low April level. But all other loadings, adjusted for
seasonal variation, continued to decline, despite gains in live stock, coal
and forest product shipments.

TABLE 1—The “ANNALIST” INDEX OF BUSINESS ACTIVITY AND
COMPONENT GROUPS

May, 1938 | April, 1938 | March, 1938

Frelght car loadl
Miscellaneous .. c e mecuw cmeaa vemcmnan

Electric power production. .
Manufacturing
Steel ingot production.
Pig iron production._ __

Cotton consumption
‘Wool eonsumption
Silk consu

Lead production_.
Combined index
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TABLE 2—THE COMBINED INDEX SINCE JANUARY, 1933

* Preliminary, x Revised,
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Wholesale Commodity Prices Again Advanced, Though
Slightly, During Week Ended June 18, According
to National Fertilizer Association

Continuing the upward trend of the previous week, the
wholesale commodity price index of the National Fertilizer

Association registered a slight advance during the week
ended June 18. Based on the 1926-28 average of 100%,
last week the index stood at 74.5% as against 74.49%, in the
preceding week. A month ago it registered 74.7% and a
year ago 86.4%. The lowest point of this year to date was
73.8% in the week of June 4, which was also the lowest
since 1934. The Association’s announcement, under date
of June 20, continued:

Higher prices for foods and grains were largely responsible for last week's
rise in the index. The average for all commodities except farm products
and foods declined to a new low point for the current recession. The
advance in the index of food prices took it to the highest point reached
since last March. A continuance of the rise in grain prices combined with
higher quotations for cotton and eggs caused an upturn in the farm product
group index. The fuel price average dropped to a new low for the year,
reflecting declines in anthracite coal and crude petroleum prices. Further
weakness was moted during the week in cotton textile quotations but this
was more than offset by higher prices for wool, burlap, silk, and cotton;
the result was a slight rise in the textile price average.

Small increase also took place in the indexes representing the price of
metals, fertilizer materials, and miscellaneous commodities. The chemical
and drug group average was somewhat lower.

Thirty price series included in the index advanced during the week and
26 declined; in the preceding week there were 28 advances and 19 declines;
in the second preceding week there were 15 advances and 43 declines.

WEEKLY WHOLESALE COMMODITY PRICE INDEX
Compiled by the National Fertilizer Association. (1926-1928==100)

Per Cent Latest Month
Each Group
Bears to the

Total Indez
25.3

23.0

b
e s HORRO
2380 80 89 b 1 b0 0 80

Fertilizer materials.
Fertilizers
Farm machinery .

100.0 All groups combined
*New 1938 low.

—_—————

United States Department of Labor Index of Wholesale
* Commodity Prices Advanced 0.8%, During Week
Ended June 18 4

The United States Department of Labor, Bureau of Labor
Statistics’ index of wholesale commodity prices advanced
0.8%, during the week ended June 18 largely because of
sharp advances in prices of farm products and foods, Com-
missioner Lubin announced on June 23. *“‘The advance,”
Mr. Lubin said, “brought the combined index of over 800
price series to 78.4%, of the 1926 average, representing the
highest level reached in the past eight weeks. The all-
commodity index is 0.3% higher than it was a month ago
and 9.49%, lower than it was a year ago.”” The Commissioner
added:

In addition to the farm products and foods groups, fuel and lighting ma-
rials, metals and metal products, and miscellaneous commodities also
advanced. Textile products, building materials and chemicals and drugs
declined and hides and leather products and housefurnishing goods remained
unchanged at last week’s level. o

Largely because of higher prices for agricultural commodities and crude
rubber, the raw materials group index rose 1.0% and is 0.6% higher than
it was a month ago. Compared with a year ago, it is down 16.1% .

Semi-manufactured commodity prices advanced 1.8% during the week
as a result of higher prices for sole leather, print cloth, silk yarns, and china~
wood ofl. The group index—74.1—is 0.7% below a month ago and 14.4%
below a year ago.

The finished products or manufactured commodities group index rose
0.5% andis 0.1% higher than it was for the corresponding week of May,
Compared with the index for the week ended June 19, 1937, 1t is down 5.6% :

‘Wholesale prices of non-agricultural commodities, as measured by the
index for “all commodities other than farm products,” advanced 0.5%
during the week ended June 18. The group index—80.3—is 0.1% lower
than it was a month ago and 7.1% below a year ago.

Industrial commodity prices, according to the index for *“all commodities
other than farm products and foods,” rose 0.4% . The June 18 index—
81.5—is 0.2% below the level of a month ago and 5.1% below that of a
year ago.
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Commissioner Lubin’s remarks were contained in an an-

nouncement issued by the Department of Labor, from which

the following is also taken:

B Wholesale market prices of farm products rose 2.0% during the week
principally because of increases of 8.2% for grains and 1.4% for livestock
and poultry. Sharp advances were reported in prices of rye, wheat, calves,
hogs, ewes, cotton, eggs, fresh apples (Chicago and Seattle), peanuts,
flaxseed, onions and white potatoes (Chicago and New York). Quotations
were lower for corn, oats, lambs, wethers, live poultry, fresh apples (New
York), lemons, alfalfa hay, hops, alfalfa seed, sweet potatoes, white potatoes
(Boston and Portland, Ore.), and wool. The current farm products index
—69.7—is the highest since the latter part of March, Itis 1.3% above the
level of a month ago and 20.3% below the level of a year ago. )

During the week ended June 18, wholesale food prices rose 1.1% to the
highest level reéached since mid-March. Increases of 3.8% for cereal prod-
ucts, 1.2% for dairy products, 0.4% for meats, and 0.3% for fruits and
vegetables caused the advance. Higher prices were reported for buftter,
flour, hominy grits, corn meal, fresh and dried fruits, cured and fresh pork,
cocoa beans, lard, oleo oil and edible tallow. Quotations were lower for
cheese, canned cherries, mutton, veal, dressed poultry, pepper and olive oil.
The food index—73.5—is 0.8% higher than it was a month ago and 12.5%
lower than it was a year ago.

The metals and metal products group index advanced to 96.5% of the
1026 average. The iron and steel and motor vehicle subgroups averaged
higher. Nonferrous metals, principally pig tin, declined. The agricul-
tural implements and plumbing and heating fixtures subgroups were steady.

Average wholesale prices of cattle feed rose 8.1% during the week and
crude rubber advanced 3.3% . Paper and pulp declined slightly and
cylinder oil and soap also averaged lower. No changes were reported in
prices of automobile tires and tubes.

A sharp advance in the price of Pennsylvania fuel oil, together with higher
prices for gasoline caused the fuel and lighting materials group index to
advance 0.3% . Pennsylvania crude petroleum and bituminous coal prices
declined. Anthracite and coke prices remained steady.

Lower prices for douglas fir and gum lumber, yellow pine timbers and
lath, doors, windows and lithopone were responsible for a decline of 0.3%
in the building materials group index. Higher prices were reported for
clay drain tile, yellow pine flooring and chinawood oil. Structural steel
remained unchanged. '

Because of continued weakness in prices of certain cotton materials, silk
hosiery, raw silk, worsted yarns, manila hemp and raw jute, the textile
products group index decreased 0.2% to the lowest level reached in the
past five years.

As the result of a pronounced decline in wholesale prices of glycerine, the
chemicals and drubs group index declined 0.1% . Higher prices for fats
caused the chemicals subgroup to advance fractionally. Fertilizer materials
and mixed fertilizers were unchanged.

In the hides and leather products group a decline of 3% in hide and
skin prices was counterbalanced by an advance of 1.7% in leather with the
result that the group index remained unchanged at 91.1. No changes
were reported in prices of shoes and other leather manufactures such as
luggage, gloves, belting and harness.

The index for the housefurnishing goods group remained at 88.6. Aver-
age wholesale prices of both furniture and furnishings were stationery.

The following table shows index numbers for the main groups of com-
modities for the past five weeks and for June 19, 1937, June 20, 1936,
June 22, 1935 and June 23, 1934.

(1926=100)

June
Commodity Groups

Hides and leather pro
Textile products -
Fuel and lighting materlals__
Metals and metal products

Raw materlals

Semi-manufactured articles

Finished products

All commodities other than
farm products

All commodities other than
farm products and foods- ..

* Not computed.

Bank of Montreal Reports Some Industries Are Closing
First Half of Year Under More Favorable Condi-
tions Than in Early Months

The Bank of Montreal in its June 22 “Business Summary”’
states that “in a number of important respects the Dominion
is closing the first half of the calendar year under conditions
more favorable than those which obtained in the early
months.” The following is also from the bank’s summary:

Crop prospects in the West are better than they have been in any corre-
sponding period in recent years., Although rain is needed in southern
Manitoba, and in parts. of Saskatchewan and Alberta, the wheat crop
generally is in good condition and is particularly promising in what have
been the drought areas of southern Saskatchewan. Crops in the Maritime
Provinces and Quebec are late, owing to abundant moisture, but both there
and in Ontario they are in very promising condition, and pastures are
abnormally good. The outlookin British Columbia also issatisfactory. . . .

Retail sales-in April showed a gain of 17% over March and 4% over
April, 1937. Sales of new automobiles, which during the first quarter of
the year were more than 20% below the figure for the parallel quarter of
1937, in April ran only about 1% below the level for April, 1937, and the
improved demand continued into May. The better crop prospects also
are resulting in an increased sale of farm implements and the needs of the
mining industry are keeping machinery and equipment plants busy. Thanks
to mining, armament and railway orders, the “heavy’ industries, for the
most part, are still well supplied with orders, and hopes are still held that
the British Government will place in Canada large orders for airplanes.
The forestry industries remain slack, with the important newsprint and
pulp manufacturing enterprises operating at much below capacity. Another
adverse factor in the business situation is the failure of commodity prices,
particularly .for textiles and other manufactured goods, to shake off a per-
sistent weakness, caused by price-cutting in the United States having

A

Chronicle June 25, 1938
spread to Canada. The ports of the St. Lawrence are now busy, and the
volume of traffic being handled is satisfactory. .

The latest employment bulletins of the Bureau of Statistics, covering up to
May 1, record an increase in employment. The reporting firms increased
during April the number of persons on their payrolls by 23,500, bringing the
total up to 1,024,702 on May 1. This expansion of employment was not so
pronounced as that recorded in April, 1937, but it exceeded the average
gain recorded at May 1 in the years since 1928.

PP S ——
Electric Output for Week Ended June 18, 1938, 10.1%
Below a Year Ago

The Edison Eleetric Institute, in its current weekly re-
port, estimated that production of electricity by the electrie
light and power industry of the United States for the week
ended June 18, 1938, was 1,991,115,000 kwh. This is a
decrease of 10.19, from the output for the corresponding
week of 1937, when production totaled 2,213,783,000 kwh.
The output for the week ended June 11, 1938, was estimated
to be 1,991,787,000 kwh., a decrease of 10.0% from like
week a year ago.

PERCENTAGE DECREASE FROM PREVIOUS YEAR

Week Ended
June 4, 1938

Week Ended | Week Ended Week Ended

June 18, 1938|June 11, 1938 May 28, 1938
11.9 11.6

5. 5 2.
16.8 s 17.4

Major Geographic
Regtons

New England
Middle AtlantiC. ...
Central Tnduetrial. . ..

v 5. . 2

Southern Btates. . . 7. . 7
3 2. : 21.7

1, X 0

6

2!

Total United States. 10,0 10
DATA FOR RECENT WEEKS (THOUSANDS OF KILOWATT-HOURS)

Percent
Change

Week Knded 1938 1938 1936 1932 1929

1,867.093| 1,480,208
1,466,076
1,480,738
1,469,810,
1,454,605
1,429,032
1,436,928
1,435,731
1,425,151
1,381,452 1

1,435471
1,989,798' 1,441,532' 1,699,227

1,078,753

1,991,115

R S

California Business During May Showed Slight Upturn,
According to Wells Fargo Bank & Union Trust Co.,
San Francisco .

A slight upturn in California business was evident durin
May, aceording to the Index of California business publishe
in the current “Business Outlook” by the Wells Fargo Bank
& Union Trust Co., San Francisco. The bank’s index,
allowing for seasonal variation, had declined sharply during
the first quarter of the year, leveling off in April at 91.5%
of the 1923-25 average, and rising in May to 92.9%, as
against 113.19, in May, 1937. The increase over April
resulted from statistical advanees in two factors of the
Index, bank debits and carloadings; of the other two factors,
department-store sales held even and industrial production
declined slightly.

g ¢ s
Far Western Business in May Showed Marked
Stability Compared with Remainder of Country,
Reports Bank of America (California)

Far Western trade shows marked stability in comparison
with the rest of the country, according to the May issue
of Bank of America’s (California) “Business Review.” The
bank also had the following to say in its review:

The Twelfth Federal Reserve District’s seasonally adjusted index of
department store sales stood at 90% of its 1923-25 daily average for May.
This is a drop of only one point from April, a point higher than March,
and only three points lower than January. In the country as a whole
the index lost two to four points during each of the past five months.

An importani factor in the stability of purchasing power in the Western
area is the great diversity of industries in contrast to many parts of the
country which are principally dependent upon one or two major industries.

Far Western residential building activity was at a mew high for this
year. Value of permits issued by 18 principal cities totaled $9,230,000 in
May, an increase of 19.39% over April, and 7.9% higher than in May, 1937.

The review observes that the outlook for residential building operations
continuing at a fairly high level for many more weeks seems good, par-
ticularly in California. Loan applications received by the two Federal
Housing Authority regional offices in that State were about the same in
May as in April, and about 509 better than in May, 1937. "

Far Western bank debits and car loadings in May decreased less than
1% from April figures after seasonal adjustment. Power production was
off about 6%. Bank of America’s preliminary May index of Far Western
business, based on these three factors, stood at 64.8% as compared with
the revised April index of 67.5%.

—_———
Weekly Report of Lumber Movement, Week Ended
June 11, 19387

The lumber industry during the week ended June 11, 1938,
stood at 55% of the 1929 weekly average of production and
57% of average 1929 shipments. Production was about 56%
of the corresponding week of 1929; shipments, about 55%
of that week’s shipments. Partly due to the holiday in the
previous week, reported production, shipments and new
orders in the week ended June 11, 1938, were all appreciably
greater-than in the previous week. Orders and shipments

'
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exceeded those of the week ended May 28. New business
was 2% below output in the week ended June 11; ship-
ments, 0.4% aboyve. All items in the week ended June 11,
1938, were lower than during the corresponding week of
1937, but orders showed a more favorable percentage as
compared with last year than in any prior week since
March. National production reported for the week ended
June 11, by 5% fewer mils, was 6% above the output (re-
vised figure) of the preceding week; shipments were 8%
above shipments, and new orders were 129, above orders
of the previous week, according to reports to the National
Lumber Manufacturers Association from regional associa-
tions covering the operations of important hardwood and
softwood mills, In the week ended June 11, 1938, produc-
tion, shipments and orders as reported by 428 softwood mills
were, respectively, 36%, 34% and 18% below similar items
in corresponding week of 1937. The Association further
reported :

During the week ended June 11, 1938, 528 mills produced 183,948,000.

feet of hardwoods and softwoods combined; shipped 184,753,000 feet;
booked orders of 180,592,000 feet. Revised figures for the preceding
week were: Mills, 557; production, 173,982,000 feet; shipments, 171,-
145,000 feet; orders, 161,888,000 feet.

All regions but West Coast, Southern Pine, California Redwood and
Northern Hemlock reported orders below production in the week ended
June 11, 1938. All but Southern Pine, West Coast, Redwood and Southern
Hardwood reported shipments below output. All regions but Southern Pine,
Redwood, Northern Pine and Northern Hemlock reported orders, and all
regions reported shipments below similar items in the corresponding week
of 1937. All softwood regions reported production below the 1937 week.

Lumber orders reported for the week ended June 11, 1938, by 448 soft-
wood mills totaled 175,649,000 feet, or 1% below the production of the
same mills. Shipments as reported for the same week were 178,450,000
feet, or 0.2% above production. Production was 178,037,000 feet.

Reports from 98 hardwood mills give new business as 4,943,000 feet,

or 16% below production.
were 6,303,000 feet, or 7%
feet.

Shipments as reported for the same week
above production. Production was 5,911,000

Identical Mill Reports
Last week’s production of 428 identical softwood mills were 175,798,000
feet, and a year ago it was 274,306,000 feet; shipments were, respectively,
176,439,000 fete and 266,591,000 feet, and orders received, 173,879,000
feet and 200,458,000 feet.
—_————

Automobile OQutput in May

Factory sales of automobiles manufactured in the United
States (including foreign assemblies from parts made in the
United States and reported as complete units or vehicles)
for May, 1938, consisted of 192,068 vehicles, of which
154,958 were passenger cars and 37,110 were commercial
cars, trucks and road tractors, as compared. with 219,314
vehicles in April, 1938; 516,919 vehicles in May, 1937, and
460,512 vehicles in May, 1936. These statistics, comprising
data for the entire industry, were released this week by
Director William L. Austin, Bureau of the Census, Depart-
ment of Commerce.

Statistics for the months of 1938 are based on data re-
ceived from 74 manufacturers in the United States, 23
making passenger cars and 63 making commercial cars,
trucks and road tractors (12 of the 23 passenger car manu-
facturers also making commercial cars, trucks and road
tractors). It should be noted that those making both
passenger cars and commercial cars, truck and road trac-
tors have been included in the number shown as making
passenger cars or commercial cars, trucks and road tractors,
respectively. The figures for passenger cars include those
for taxicabs. The figures for commercial ears, trucks and
road tractors include those for ambulances, funeral cars,
fire apparatus, street sweepers, and buses, but the number
of special purposes vehicles is- very small and hence a
negligible factor in any analysis for which the figures
might be used. Canadian production figures are supplied
by the Dominion Bureau of Statistics.

Tigures of automobile production in April, 1938, 1937 and
1936 appeared in the May 28 issue of the “Chronicle,”
page 3414.

) NUMBER OF VEHICLES (INCLUDING CHASSIS)

Undited States (Factory Sales)
Total
Au

Vehicles)

Canada (Production)

~ Pas- | Comm'l
senger | Cars &
Cars | Trucks

Year and
Month

Trucks,
&ec.

Passenger

Cars Total

219,314| - 176,078
192,068| 154,958

1,029,207) 799,986

43,236
37,110

229,221

18,819
18,115

87,426

14,033
13,641

65,088

4,786
4,474

22,338

536,150
516,919

2,290,986

439,980
425,432

1,875,573

96,170
91,487

415,413

17,081
23,458

104,730

12,927
17,980

78.904

4,154
5,478

25,826

Tot. 5 mos. end. May
1936—

502,674
460,512

416,431
384,921| 75,591
2,035,502/ 1,666,125! 369,467
— ]
May Newsprint Production in Canada Decreased
33.19, from Year Ago—Output of United States
13.99% Below Last May
Canadian newsprint production totaled 207,678 toms in
May, a slight increase over the 200,794 tons reported for
April, but a decline of 33.19, from the 310,650 tons produced

86,243 24,951

20,006
89,548

20,145
16,218

72,119

4,806
3,788

17,429

Total 5 mos. end.Apr.
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in May of last year, it was announced on June 12 by the
Newsprint Association of Canada. :

Production in the United States during May was 68,001
tons as compared with 58,836 tons in April and 79,024 tons
a year ago, which is a decrease of 13.9%. The following
regarding the Newsprint Association’s figures is from the
Montreal “Gazette” of June 13: )

Shipments totaled 193,288 tons, a reduction of 86.5% from a year ago,
output being thus some 14,400 tons in excess of shipments, rather sharply

reversing the April situation, when shipments had exceeded production by a
similar margin, . ., .

During the month Canadian mills operated at 58.7% of capacity, an
increase of two points over the 56.7% rate reported in April. In March
the rate was 61.1%; in February, 62%, and in January, 65.4%.

N S,

y

Canadian Crop Conditions Continue Favorable
Progress, Reports Bank of Montreal

“Crop conditions throughout the Dominion of Canada
continue the favorable progress which has marked the sea-
son to date, prospects in general being satisfactory and over
large areas excellent,” the Bank of Montreal states in its
current crop report, dated June 23. “In the Prairie Prov-
inces moisture conditions are satisfactory over most of
the main wheat growing area and crops on the whole are
making good growth.,” The Bank added:

In some regions, however, particularly northern Alberta, northern Sas-
katchewan and parts of southern Manitoba, where precipitation has been
light, crops are suffering from lack of moisture and good rains are urgently
needed to halt deterioration. Grasshoppers, cutworms and wireworms have
caused some damage in scattered districts of Alberta and Saskatchewan.

In Quebec Province field crops and tree fruits are doing well, though
additional rainfall is needed over wide areas. In Ontario crop prospects
generaily are excellent -with grains, canning crops, hay crops, small
fruits, apples and tobacco progressing eatisfactorily. In the Maritime
Provinces warm . weather and rains have benefited crops generally and
_prospects are good for both field and fruit crops.

In British Columbia early hay crops are light, grain crops are making
satisfactory growth and fruit crops generally are in good condition, but
rain is needed in all districts,

— s

Refined Sugar Exports by United States During First
Four Months of Year Decreased 31.9%, from Same
Period Last Year

Refined sugar exports by the United States during the first
four months of 1938, totaled 15,705 long tons, as against
23,046 tons during the similar period last year, a decrease
of 7,341 tons, or 31.9%, according to Lamborn & Co., New
York. The firm said:

The refined sugar exports during the January-Aprillperiod”of 1938 went
to over 50 different countries. The United Kingdom leads with 9,924 tons,
being followed by Panama and Honduras with 1,451 tons and 1,274 tons
respectively, In the previous season, the United Kingdom with 10,706
tons also headed the list, while Colombia and Panama’with! 5,896 tons and
1,249 tons, respectively, followed.

——

Petroleum and Its Products—Move to Restore Full
Production in Texas Off —July Proration Schedule
Seen on 6-Day Basis—July Crude Oil Demand
Seen 29, Above June—Western Kentucky Crude
Prices Pared—Mexican Oil Litigation to Supreme
Court

Quick protest by both independent and major operators
against tentative plans to restore crude oil production in
Texas to a 7-day schedule, starting with the July proration
orders of the Texas Railroad Commission, made it likely that
the new production orders will be on a 6-day basis as com-
pared with the current 5-day basis for all Texas wells.

Reports from Houston on June 22 quoted C. V. Terrell,
Chairman of the Commission, as indicated that the July
order probably would retain the Sunday shiutdown clause.
Earlier in the week, E. O. Thompson, member of the Com-
mission and Chairman of the Interstate Commerece Com-
mission, had announced that full-time produection would be
resumed in Texas on July 1.

The official production orders for the Lone Star State
however, will not be issued until the middle of next week and
nothing will be positive until that time. Oklahoma also
plans to make public their proration schedule for July on
June 29, with operators and purchasers meeting with Corpo-
ration Commission officials on the preceding day to work
out allowables for the various pools to submit to the Com-
mission for its approval. Crude oil stocks were off about
1,600,000 barrels for the latest period.

Daily average demand for crude oil during July in the
United States was estimated at 3,398,100 barrels by the
Bureau of Mines in its monthly forecast of probable market
demand for domestic crude. The 3,398,100-barrel figure
is 64,800 barrels, or about 2%, above the June estimate but
is 173,000 barrels or 5% under the actual production and
a,c(:ua»ll1 demand for crude oil during the corresponding 1937
month.

Increased demand for erude in three of the “Big Five” oil
producing States was indicated in the forecast of the Federal
agency. The market seen for each State, respectively, as
compared with the June forecast, follows, in barrels:
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250,000 12,700
172,300 10,600
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There was a net gain of 5,800 barrels in daily average
production of crude oil in the United States during the week
ended June 18 to 3,137,000 barrels, according to figures
compiled by the American Petroleum Institute. This total
compared with a market: demand estimate of 3,333,300 '
barrels daily, however, which means that production is still
around 180,000 barrels under than the Federal daily demand
estimate. : )

A decline of 18,750 barrels in Oklahoma offset sharp
increases in production in several other States, output in
Oklahoma falling 446,050 barrels daily. Texas showed a
nominal decline of 200 barrels to a daily average of 1,189,750
barrels. Kansas production rose 10,900 barrels to a daily
average of 159,550 barrels with California up 9,100 barrels
to 677,400 barrels. Louisiana turned out 3,650 more barrels
than in the previous week at 262,700 barrels daily.

Another local reduction in crude oil prices was registered
during the week just closed when the Ohio Oil Co. on June
21 reduced the price of western Kentucky crude oil by 10
cents per barrel to $1.30 a barrel. The reduction was due
entirely to local marketing conditions and will not have any
effect, upon the general price structure for crude oil in the
major producing regions.

In Mexico, news of the week was the disclosure that the
Mexican Supreme Court would accept an appeal of the
foreign oil companies challenging the constitutionality of the
expropriation decree under which the Cardenas Administra~
tion recently took over some $450,000,000 of American,
British and Dutch-owned oil properties in Mexico. The
petition asked for a hearing against the First Distriet Court’s
ruling upholding the expropriation decree, which was granted.

Representative price changes follow:

June 21—Ohio Oil reduces the price of western Kentucky crude oil 10
cents a barrel to $1.30 a barrel, k
Prices of Typical Crudes per Barrel at Wells
(All gravities where A, P, I. degrees are not shown)
$1.80 | Fidorado, Ark., 40

1.35
1.30
1.30

Western Kentucky

Mid- Cont’t, Okla., 40 and
Rodessa, Ark., 40 and above._
Smackover, Ark., 24 and over.

Huntington, Calif., ny

- 1.25| Kettleman Hills, 39 and over..

- 0.90 | Petrolia, Canada

REFINED PRODUCTS—STANDARD - OF JERSEY LIFTS GAS
PRICES—BUNKER FUEL OIL PRICES REDUCED—MOTOR
FUEL STOCKS AGAIN SHARPLY LOWER—REFINERY OP-
ERATIONS PARED,

Standard Oil Co. of New Jersey on June 21 advanced
dealer prices of all grades of gasoline in New Jersey 3-10
cent, and the minimum retail price of all gasoline by 6-10
cent a gallon. Consumer tank car prices were lifted 15-100
cent a gallon. Under the new schedule, the dealer tank-
wagon price is 12.4 cents a gallon and the pump price 15.9
cents a gallon.

Late in-the afternoon on June 20, Standard of Jersey an-
nouneed reductions of 10 cents per barrel in prices of Grade
C bunker fuel oil at all North Atlantic ports. The new
schedule, which became effective immediately, placed New
York, Boston, Baltimore and Norfolk prices at 95 cents a
barrel, Charlestown, 8. C., at 90 cents while up at Portland,
Me., the new price was $1.05 a barrel. Bonded oil was cut
10 cents to 85 cents at New York.

Price changes in other sections of the United States were
on the bullish side but not so with Canada. On June 20,
Standard of Ohio lifted prices of all grades of tank-car
gasoline by 1-8 cent a gallon. Up in Saskatchewan, however,
Imperial Oil eut prices from a fraction of 1 cent to 3 cents a
gallon, all sections of the province being affected by the
sweeping redu_c’glons.

Stocks of finished and unfinished gasoline again scored a
decided decline during the June 18 week when the total was
off 1,673,000 barrels to bring inventories down to 84,476,000
barrels, according to statistics prepared by the American
Petroleum Institute. Stocks at refineries were off 1,039,000
barrels while bulk terminal holdings dipped 470,000 barrels
in this customary seasonal decline. Stocks of unfinished
gasoline were off 164,000 barrels.

Added to the normal seasonal drain upon inventories in
response to rising demand from consuming channels was a
sharp reductlpn 1n operating rates of refineries that saw them
go off 2.3 points to 75.4% of capacity. Daily average runs
of erude oil to.stills dropped 75,000 barrels from the previous
;;rletﬁ; 1t1(3)7 s:‘lrl; go 3,080(100% barr%ls. A gain of 10,000 barrels

rage production o i i
T 70 o baI.)rr iy cracked gasoline lifted the

In the gas and fuel oil division of the refined product
branch of the petroleum industry, stocks continued their
unprecedented climb into record high brackets in response to
the continued heavy production on top of the sharp slump in

. consumption during the 1937-38 winter season. A gain of
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910,000 barrels during the June 18 period lifted the total to a
new record high of 137,007,000 barrels.

Representative price changes follow:

June 20—Standard of Jersey reduced prices of Grade C bunker fuel oil
10 cents a barrel at all North Atlantic ports with New York, Boston,
Baltimore and Philadelphia sliding off to 95 cents a barrel. Portland, Me.,
was down to $1.05 with Charlestown, 8. C., pared to 90 cents a barrel.
Bonded oil was cut 10 cents a barrel at New York to 95 cents.

June 20—Standard of Ohio lifted tank-car prices of all grades of gasoline
1-8 cent a gallon.

June 21—Standard of Jersey lifted dealer prices of all grades of gasoline
in New Jersey 3-10 cent to 12.4 cents a gallon with the minimum retail price
of gasoline going up 6-10 cent a gallon to 15.9 cents. :

June 22—Imperial Oil pared gasoline prices from a fraction of a cent to
three cents a gallon in Saskatchewan.

. S. Gasoline (Above 65 Octane, Tank Car Lots, F.0.B. Refinery»
New York— New York— Other Citles—

Stand. Oll N. J..$.07% | Texas $.07% | Chicago ... .- $.05 -.0514

Bocony-Vacuum. . .08 Gulf__ .08Y{ | New Orleans. .06%4-.07

Tide Water Oil Co .08% Shell E: - 07% | Gulf ports 056

Richfield Oil(Cal.) .07% TulBluscascan 0434-.045%

Warner-Quinlan.. .07}

Kerosene, 41-43 Water White, Tank Car, F.0.B. Refinery
New York— North TeXa8. ...~ 8.0;

-.05%4
7%-.04

(Bayonne).....-- $.05% | Los Angeles.. .03%4-.
Fuel Oil, F.0.B. Refinery or Terminal
N. Y. (Bayonne)— 508 I California 24 plus D

New Orleans C.
Phila., Bunker

$.90
-8 $1.00-1.25 .95
--- 195
Gas Oil, F,0.B. Refinery or Terminal

N. Y. (Bayonne)— Chicago— I’I‘ulsa ........ $.02%-.03

27 DlUBu i cceea $.04% 28-30 Decccncan $.053

§ Gasoline, Service Station, Tax Included

z NeW YOrk. coeon-- $.19 | NewarKeeeoeomemn-n $.159 l Buffalo. ceecmecnaa- $.17
z Brooklyn. ......-. .19 |Boston... 185

z Not including 2% city sales tax. g
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Daily Average Crude Oil Production During Week
Ended June 18, 1938, Placed at 3,137,300 Barrels

The American Petroleum Institute estimates that the
daily average gross crude oil production for the week ended
June 18, 1938, was 3,137,300 barrels. This was an increase
of 5,800 barrels from the output of the previous week, and
the current week’s figure was below the 3,333,300 barrels
calculated by the United States Department of the Interior
to be the total of the restrictions imposed by the various oil-
producing States during June. Daily average production
for the four weeks ended June 18, 1938, is estimated at
3,118,850 barrels. The daily average output for the week
ended June 19, 1937, totaled 3,510,950 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 June 18 totaled 1,149,000 barrels,
a daily average of 164,143 barrels, compared with a daily average of 155,286
barrels for the week ended June 11 and 147,893 barrels daily for the four
weeks ended June 18.

Receipts of California oil at Atlantic and Gulf Coast ports for the week
ended June 18 totaled 177,000 barrels, a daily average of 25,286 barrels,
compared with a daily average of 24,714 barrels for the week ended June 11
and 21,750 barrels daily in the four weeks ended June 18.

Reports received from refining companies owning 89.0% of the 4,159,000~
barrel estimated daily potential refining capacity of the United States,
indicate that the industry-as a whole ran to stills, on a Bureau of Mines’
basis, 3,080,000 barrels of crude oil daily during the week, and that all
companies had. n storage at refineries, bulk terminals, in transit and in
pipe lines as of the end of the week, 84,476,000 barrels of finished and
unfinished gasoline and 137,007,000 barrels of gas and fuel oil. )

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

DAILY AVERAGE CRUDE OIL PRODUCTION
(Figures in Barrels) R

Four

B, of M.,
Weeks

Dept. of | State

Intertor | Allowable| Ended
Caleu- | June 1 | June 18,
lations 1938
(June)

508,300
172,300

Week | Change
from Ended
Previous| June 18,

Week 1938

Week

Ended
June 19,

1937

446,050|—18,750
159,5650|+ 10,900

64,850 +9,050
69,600 —2,300
28,100 4250
179,450| —1,450
89,350| —6,400
363,600 —3500
207,250| - +450
187,650 700 186,600

1,329,300|b1578 726|1,189,750| —200]1,189,300

80,900 +3,050f 78,400
181,800| +600] 180,500

262,700( +3,650| 258,900

42,950 +200] 42,600
140,650) —250| 142,100
55,200 —1,650( 55,000
+3,200( 52,300

—200| 14,300] 17,350
—100! 3,950 3,600
—100{ 90,400 116,450

—3,300{2,444,100|2,852,550

447,750
147,500,

61,450
72,000

632,200

d405,000
194,350

154,000

North Louisiana.
Coastal Louisiana. ...

Total Louisiana._..

Arkansas
Eastern .
Michigan
‘Wyoming.
Montana
Colorado. . 5,000
New Mexico... 108,300

Total east of Calif._|2,683,300
California 650,000 +9,100| 674,750| 658,400

Total United States_|3,333,300 3,137,3001 +5,80013,118,85013,510,950

Note—The figures indicated above do not include any estimate of any oil which
might have been surreptitiously produced.

a These are Bureau of Mines calculations of the demand for domestic crude oil
based upon certain premises outlined in its detailed forecast for the month of June.
As demand may be supplied either from stocks or from new production, contemplated
withdrawals from crude oil stocks must be deducted from the Bureau's estimate
of demand to determine the amount ot new crude oll to be produced.

b Saturday and Sunday shut-downs continued through June.

¢ Recommendations of Central Committee of California Oil Producers.

174,250
253,900

28,650
120,750
42,250
46,650

250,000( 240,475

91,000{

2,459,900/
677,400

¢615,000
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d Original June 1 allowable of 160,000 barrels revised to approximately 154,000
barrels on June 16, retroactive to June 1.

CRUDE RUNS TO STILLS AND STOCKS OF FINISHED AND UNFINISHED
GASOLINE AND GAS AND FUEL OIL WEEK ENDED JUNE 18, 1938

(Figures in thousands of barrels of 42 gallons each)

Chronicle 4031

ESTIMATED WEEKLY AND Mg)%{;l‘&léY PRODUCTION OF COAL, BY

(In Thousands of Net Tons)
[The current weekly estimates are based on rallroad carloadings and river ship-
ments and are subject to revision on receipt of monthly tonnage reports from district
and State sources or of final annual returns from the operators.]

Datly Refining
Capacity

Crude Runs
o Stills

Stocks of Finished and
Unfinished Gasoline

Unfin'd
1

n
Nap'tha
Distil.

1,113
246

. Finished

Reporting

Total \P. C.

East Coast.. 669(100.0
9

Appalachian. 129| 88.4
489] 92.4

Datly |P. C.
Oper-
ated

At Re-
fineries

Terms.,
&e.

13,998
1,717
4,051

74.4| , 7,473
1,234

8,636/

Rocky Mtn.
California. ...

Reported ___
Est, unrepd.

' xEst.tot. U.8
June 18 '38
June 1138

4,159
U.8.B.of M. ’. a
xJune 18’37 ool 108, 23,311

x Estimated Bureau of Mines' basis.

82282
3 S0 Ich ren
ol vanauon

9.
1,410

7,008]134,217
280| 2,790

1,949
110,428
46,9556
3,490

-3
<o

4,159 7,288|137,007

7,452|136,097

50,445

3,155 51,484] 27,213

45,808' 23,854| 7,429/100,172
z June, 1937, dally average.

P —

Gas Utility Revenues Down in April

Revenues of manufactured and natural gas utilities
totaled $68,791,900 in April, a decrease of 6.89% from the
figure of $73,806,400 reported for April, 1937, it was an-
nounced on June 21 by Paul Ryan, Chief Statistician of the
American Gas Association.

The manufactured gas industry reported  revenues of
$30,785,900 for the month, a decrease of 1.1% from the same
month of the preceding year. The natural gas utilities
reported revenues of $38,006,000, or 10.9% less than for
April, 1937.

Total sales of manufactured gas for the month were
31,188,600,000 cubic feet, a decrease of 2.6%. Natural gas
utility sales for the month amounted to 105,608,300,000 cubic
feet, a decrease of 15.3%.

Manufactured gas sales for domestic uses, such as cook-
ing, water heating, refrigeration, &c., were about the same
as in April, 1937, Sales for house heating purposes, how-
ever, decreased 10.89%, while industrial and commercial uses
decreased 3.2%. ;

Natural gas sales for domestic purposes showed a de-
crease of 12.5% for the month, while industrial sales de-
clined 19.1%,. :

Y L A

Weekly Coal Production Statistics

The National Bituminous Coal Commission reported that
the total production of soft coal during the week ended
June 11 is estimated at 5,170,000 net tons. Compared with
the output in the preceding week, when working time was
curtailed by a partial holiday, this shows an increase of
6.5%. Production in the corresponding week of 1937
amounted to 7,058,000 tons.

The latest report of the United States Bureau of Mines
showed that production of anthracite in Pennsylvania
decreased sharply in the week of June 11. Total output
amounted to 870,000 tons, an average of 145,000 tons for
the six working days of the week. In comparison with the
five-day week of June 4 the daily rate decreased 369, and
was 20 9% less than the rate obtained in the same week of 1937.
ESTIMATED UNITED STATES PRODUCTION OF COAL WITH COM-

PARABLE DATE ON PRODUCTION OF CRUDE PETROLEUM
(In Thousands of Net Tons}

Week Ended Calendar Year to Date ¢

June 11| June 4 ‘J-unc 12

T 1938 | 1938 | 1937 1938 ’ 1937 | 1929

Bituminous Coal a— "
‘Total, including mine fuel

5,170, 4,853 7,058|d138,054|202,936/231,202

862 916 1,176] 1,013| 1,483 1,695
Crude Petroleum b—

Coal equival’'t of weekly output.' 5,018! 5,104' 5,632' 123,324'124,745| 97.925

a Includes for purposes of historical comparison and statistical convenlence the
production of lignite and semi-anthracite and anthracite outside of Pennsylvania.
b Total barrels produced during the week converted to equivalent coal, assuming
6,000,000 B. t. u. per barrel of oil and 13,100 B. t. u. per pound of coal. ¢ Sum of
23 Bf:u weeks ended June 11, 1938, and corresponding 23 weeks of 1937 and 1929.
a B

ESTIMATED PRODUCTION OF PENNSYLVANIA ANTHRACITE AND
BEEHIVE COKE

(In Net Tons)

Week Ended Calendar Year to Date .

Junell,| June 4, | June12,
1938 1938 1937 1938 1937 ¢ 1929 ¢

870,000(1,128,000/1,086,000|21,525,000(25,375,000|31,867,000
145,000/ 225,600( 181,000| 158,900( 187,300/ 235,200
827,000(1,072,00041,032,000{20.490,000|24,106,000|25,673,000

United States total] 11,200] 11,800, 64,000{ 471,200 1,655,700| 2,968,800
Dally average. . 1,867 1,967! 10,667 3,390 11,912 21,358

a Includes washery and dredge coal, and coal shipped by truck from authorized
operations. b Excludes colllery fuel. ¢ Adjusted to make comparable the number
of working days In the three years.

Tot..incl.col. fuel a
Dally average..

Comm’]l produc’'n b
Beehire Coke—

Week Ended Monthly Production

April, | March,
1938 | 1938

State

June 4
1938 p

2 2

172 229

13 13

50 82
1 *

544

May 28,
1938 p

June 5
1937 r

April,
1937

and MiSSOUMN . .eueuccnan
ky—Eastern

New Mexico. ...
North and South Dakota
Ohlo

79
*

Total bituminous coal._.
Pennsylvania anthracite d. 1,128 3,138 4,015 6,854

Grand total i 5,981' 6,788' 7,5721 25,518! 30,7601 32,895

2 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 Data for Pennsylvania
anthracite from published records of the Bureau of Mines. p Preliminary. r Re-
vised. * Less than 1,000 tons.

DS -

4,853 6,596

1,288 976

22,380| 26,745| 26,041

Non-Ferrous Metals—Lead Raised to 4.26c. on Active
Buying—Zinc and Tin Also Higher—Copper Firm
“Metal and Mineral Markets” in its issue of June 23

reported that with selling pressure almost totally absent

because of the contraction in output resulting from ab-
normally low prices, and, on prospects of general improve-
ment in business, demand for non-ferrous metals picked up
appreciably. Lead again sold in large volume, with zine

a close second from the standpoint of activity. Interest in

domestic copper improved, but sales continued in limited

volume. Lead, zine, and tin prices closed higher. Foreign
copper strengthened, which steadied the market here. The
publication further reported:

Copper

Developments during the last week dispelled bearish sentiment in copper
circles. Sales for the week totaled 6,604 tons, against 4,681 tons in the
previous week. The trade is awaiting developments to determine what
new business is in prospect for fabricators as a result of the Government
spending program. This improved sentiment has not motivated copper
consumers to rush in to buy metal, for the trade believes ample supplies
are available at 9¢c. Consumption is estimated to be averaging slightly
below 40,000 tons monthly. The price closed steady at 9c., Valley.

Prices abroad moved higher, following the rise in Wall Street. Buying
was well diversified in the foreign market and in substantial volume.

The announcement by the foreign group that production will be cur-
tailed from the current rate of 105% to 95% , effective July 1, was received
favorably in the domestic market, Some observers have felt for some time
that the pressure on the London market in recent months indicated that
the unfavorable news on the state of the United States market was not a
lone factor in the unsettlement of prices abroad.

Lead ‘

Continued active buying of lead throughout last week strengthened
the market to such an extent that the price was raised one-quarter cent
on June 22. Sales for the week totaled 9,206 tons, which compares with
7,772 tons in the week previous and 8,367 tons two weeks ago.

Early June 22 St. Joseph Lead Co. because of the insistent buying,
announced that it advanced its quotation to the basis of 4.25¢c., New York,
and 4.10c., St. Louis, with the usual premium obtaining on its own brands
for delivery in the East, Most other sellers have been forced to restrict
their offerings appreciably because of the smaller intake of ore at 4c. for
the metal. Soon after the higher price was announced by 8t. Joe, other
sellers also moved upward. The demand for lead remained quite active
even at the higher level.

‘With the exception of the cable industry, virtually all of the important
consumers of lead were well represented in the week's buying movement.
The battery manufacturers showed interest in the market for the first
time in many weeks.

The market closed firm at 4.25c., New York, which was also the con-
tract settling bagis of the American Smelting & Refining Co., and at 4.10c., ,
8t. Louis. :

Zine

The improved sentiment in the securities markets made itself felt in
zinc almost immediately. Buyers came in for a substantial tonnage and
found most sellers unwilling to part with their holdings at the unprofitable
level of prices. Sales of the common grades for the week that ended
June 22 totaled more than 8,000 tons, with galvanizers eager for zinc on
prospects of improved business in their products as the spending program
‘gets under way. The market became excited early June 22 as speculators
entered into the picture for fair quantities, paying a premium over the
generally recognized market basis. Consumers purchased a good tonnage
June 22 at prices ranging from 4c., 8t. Louis, to 4.15c. “Dealer’ business
was booked as high as 4.25c., but consumers were able to obtain the metal
most of the day at 4.15c. ‘Late June 22 producers were asking 4.25c.
“M. & M. M’s.” weighted average price on June 22 business was 4.075c.,
indicating that most of the sales went through at the lower end of the
range named during the day. A feature in the market was the increased
call for high grade zinc.
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Tin
. 'With production definitely set at 45% of standard tonnages for the
third quarter, 10% of the total output allocated toward building up the
buffer pool stock, the market is expected to work gradually into a firmer
position. Though buying by consumers was far from active, the price
moved up daily during the last week, Straits tin on spot settling at 42.250c.
per pound, New York. Compared with a week ago, the price moved up
fully 3%c. The low rate of activity in both the automobile and tin-plate
industries kept the advance from becoming too violent, operators thought.
The tin-plate industry is operating at between 35 and 40% of capacity.
Chinese tin, 99% , was nominally as follows: June 16th, 38.350c.;
17th, 39.475¢.; 18th, 39.750¢c.; 20th, 40.100c.; 21st, 40.600c.; 22d, 40.850c.
DAILY PRICES OF METALS ("E, & M, J.” QUOTATIONS)

Strats Tin Lead

New Yeork

4.00
4.00
4.00
4.00
4.00
4.25

Zine
St. Louts

Electrolytic Copper
Ezp., Refy.

New York

39.750
40.875
41.150

4.000
4.000
4.000
4.000
4.075

Average. . 4.042 4,013

Average prices for calendar week ended June 18 are: Domestie copper, £.0.b.
refinery, 8.775c.; export copper, 8.313c,; Straits tin, 39.788c.; New York lead,
4,000¢.; Bt. Louls lead, 3.850c.; St, Louis zinc, 4.000¢., and silver, 42.75Qc.

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. Ali prices are in cents per
pound.

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

In the trade, domestlc copper prices are quoted on & delivered basis; that is,
delivered at consumers’ plants. As delivery charges vary with the destination,
the figures shown above are net prices at refineries on the Atlantie seaboard. De~
livered prices in New England average 0.225c. per pound above the refinery basis.

Export quotations for copper are reduced to net at refineries on the Atlantle
seaboard. On foreign business in copper sellers usually name a ¢.i.f. price—~Ham-
burg, Havre, and Liverpool. The c.l.f. basis commands a premium of 0.350¢.
per pound above our £.0.b. refinery quotation.

Daily London Prices

Lead
Spot | 3M

1378 | 13}4
13714 | 13716
13% | 13%
3644 184 185 1434 | 1435 | 13156 | 13516
June 22 36318 1 36716 18734 | 18834 141314 | 1437 | 13716 | 131146

Prices for lead and zing are the official buyers' prices for the firat 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 (2,240 1b.).

RS- S

Steel Output Climbs toc28.% in Second Consecutive
ain

The “Iron Age,” in its issue of June 23, reported that for
the first time since late March the national rate of steel
plant operations has gained in two consecutive weeks and
ingot output is now at 28%, up two points from last week
and three points above the 25%. rate of two weeks ago. The
“Iron Age” further stated: .

More important than thie modest strengthening of mills’ schedules is a
growipg feeling that business generally this summer will not be so slack

a3 expected and that foundation for a fair measure of recovery in the fall
is slowly being laid.

Copper, Std.
M
331816

Copper
Electro.
(Bta)

Tin, Sd.
M
17434

179%
18214

Zine
Spot | 3M
123% | 12%

1276 | 128
121156 | 127

Spot

33%
33%
341154

Spot

173%
17814
1814

June 17...nn-.

This week the steel industry notes a strengthening of the scrap market,

with the “Iron Age” composite price 83c. higher at $11.88 (the first
advance in 20 weeks) ; it received the first order for steel for 1939 auto-
mobiles, found that many buyers inactive since early spring are back in
the market, and reported that bookings for most companies are running
10% or more ahead of May.

From most steel producing centers come reports of small rush orders,
reflecting scanty inventories, a growing diversification of outlets for the
mills and scattered gains in production with the Wheeling-Weirton area
up three points to 439%, Chicago up a point to 24%, Youngstown up four
points to 27, and Detroit up 10 points to 2914, Cleveland-Lorain district
schedules dipped a point to 22, while Birmingham dropped nine points
to 89, and Pittsburgh held unchanged at 229%.

What effect price concessions are having on new business is uncertain.
Illustrating the highly competitive nature of the steel industry, prices for
some products are subject to concessions. Following the recent reduction
of ‘$3 a ton in galvanized sheets, drum stock sheets have been moved down
$3 a ton, and reinforcing bars are officially. quoted at $5 a ton lower.
The price structure faces a further period of testing. This is in direct
contrast to the situation in non-ferrous metals, where efforts of producers,
both here and abroad, to balance production with consumption have caused a
strongly ' bullish undertone in all markets, accompanied by expectations
of higher prices. .

Regarding wages, with which the general steel price structure is con-
sidered closely tied, the “Iron Age” has learned that no formal step leading
to reduction in labor rates has been taken, and the leading steel producers
apparently still are content to let the business trend over the next few
months determine their attitude toward wage revisions.

A strengthening of prices of heavy melting steel scrap at Pittsburgh
and Philadelphia helped the scrap composite in its first advance in more
than four and one-half months and drew the attention 6f observers who
place reliance in scrap price trends as a steel industry barometer. At
Pittsburgh heavy melting steel rose 75c. a ton.

Meanwhile leading outlets for steel showed varying trends. While
little railroad buying is looked for this summer, formal orders for 60,000
tons of steel to be used for 5,650 cars ordered by Southern Railway are
to be placed shortly. The automotive industry shows definite improvmeent
and reports gaine in sales and production, contrary to the usual June-July
showing, while car registrations in many sections are running ahead of
May. Buick has placed its first order for steel for next year’s cars, and
ingot output from a Detroit steel plant is at the highest level of the
year in a move to build up an inventory for anticipated orders from the
automotive industry.

Farm equipment production and sales, however, are tapering in a market
featured by a reduction of 8% to 249 in prices of tractors and diesel
engines. July is likely to see some of the largest farm implement plants
closed for vacations and inventory-taking. Tin plate bookings are heavier,
although operatione have declined. Sales of wire products are higher this
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month at some points. Of remaining large outlets for steel, the shipbuild-
ing and construction industries continue fairly active. = Inquiries for struc-
tural shapes have increased sharply, but structural lettings declined to
8,800 tons this week compared with 22,500 tons last week, with none
of the recent awards more than 750 tons. New projects call for 30,370
tons against 20,900 tong a week ago. The largest new projects reported
are 9,000 tons for the Brooklyn municipal subway, 5,000 tons for the
Penngylvania Avenue bridge over the Anacostia River at Washington,
2,300 tons for a bridge over the North Canadian River at Oklahoma City,
and 1,200 tons for alterations to the Fifth Avenue Hospital in New York.

Reinforcing steel awards total 7,125 tons, with 9,100 tons pending,
including 8,750 tons required by United States Engineers at Los Angeles
for the Hansen Dam. :

THE “IRON AGE". COMPOSITE PRICES
Finished Steel

June 21, 1938, 2.487¢. a Lb ’(Based on steel bars, beams, tank plates,
.487c.{ wire, rails, black pipe, sheets and hot
.4, rolled strips. These products represent

85% of the United States output.

2.2490. Mar 2
Mar. 10
Jan. 8
Jan. 2
Apr, 18
Jan. 12
Dec. 9
Nov, 1

Pig Iron
June 21, 1938, $23.25 a Gross ‘1;01:; i {Based on average of basie iron at Valley
- 23.

furnace and foundry irons at Chicago,
Philadelphia, - Buftalo, Valley,
Southern iron at Cincinnati.

One week 80~ vemecncocnnomacn
One month ago.
One year ago

and

Jan.

Steel Scrap
$11.33 a Gross Ton (Based on No. 1 heavy melting steel
$11.00{ qu at Pittsburgh, Philadelphia
Maiehapsnesyll.2b
8

June 21, 1938,
One week 8g0
One month g0
One year ago

and Chicago.

1ok
Jan. 4
Mar. 30
Dee. 21
Deec. 10 10.33
Mar. 13 9.50
Aug. 8 8.75
Jan. 12 43
11.25

Feb. 18
1927... 13.08

Jan, 17

The American Iron and Steel Institute on June 20 an-
nounced that telegraphic reports which it had received in-
dicated that the operating rate of steel companies having
989 of the steel capacity of the industry will be 28.0% of
capacity for the week beginning June 20, compared with
27.1% one week ago, 29.0% one month ago, and 75.9%
one year ago. 'This represents an increase of 0.9 point,
or 3.3% from the estimate for the week ended June 13, 1938.
Weekly indicated rates of steel operations since May 24,
1937, follows:

$11.00
12,92
12.67

937— 1937— 1938 -

+2800.0285.7%

4.....32.6%

11.....32.7%
18...-.32.4

13.....27.1%
% |June 20 28.0%
-83.8%|Dec. -27.5% ;
84.1%IDec. 27.4%

“Steel” of Cleveland, in its summary of the iron and steel
markets, on June 20 stated: i

Without definite evidence beyond a slight increase in operating rate
and strengthening in the price of steel-making scrap, belief is growing
that the steel market has touched bottom and the first indications of the
expected summer revival are being felt. .

Consumers have worked off inventories sufficiently to make current
buying almost entirely for rush delivery, indicating the steel is going into
consumption immediately. Only slight quickening of demand is needed to
cause larger commitments. ]

Meanwhile, heavy tonnages continue to pile up for later specification,
requirements for naval and merchant ships, part of which have been placed
and part pending; considerable highway and bridge steel projects and some
steel for railroad car building. Adjournment of Congress without giving
financial aid to the carriers makes the latter situation likely to yield less
business than had been expected.

Closing of the 1938 model season by the automotive industry indicates
early start on 1939 models and buying for first runs are likely to start
within- a short time, Government spending is being put under way as
rapidly as possible and should irclude sufficient steel to help the situation.

Increased activity at about half the steelmaking centers, led by a
substantial rise at Pittsburgh, caused the national operating rate to
advance 1.5 points to 27% last week, with a further increase this week
forecast in some instances. Pittsburgh advanced 4 points to 23.3%,
eastern Pennsylvania % point to 26, Buffalo 5 points to 28, Cincinnati,
12 points to 28, Detroit 3 points to 21, and Youngstown 2 points to 27.
Wheeling was the only center to show 2 loss, dropping 3 points fo 35%.
No change was made at Chicago at 22, Birmingham at 68, New England
at 25, St. Louis at 39.3, and Cleveland at 81.

Led by an award of 12,000 tons for an office building in New York,
structural needs show some signs of increasing, though by far the largest
portion is for public purposes. A railroad machine shop in Massachusetts
has been awarded, calling for 1,200 tons, Among pending business are
11,000 tons of steel sheet piling for the United States engineer at Los
Angeles, on which identical bids are being considered, 7,000 tons for a
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subway section in Brooklyn, 4,500 tons for a bridge for the District of
Columbia, and 4,284 tors of bridge steel for the State of Oklahoma.

Formal announcement by several producers of galvanized sheets of a
reduction of $3 per ton, effective immediately and for third quarter, has
not yet become general, though practically all sellers are quoting no
higher. The reduction was said to be to meet competition, which has been
unusually severe in this product. It is understood a new set of discounts:
and allowances is being considered by some important makers, to be
announced later.

Automobile production gained slightly last week to 41,790, compared
with 40,175 the preceding week and 111,620 in the week ended June 19,
1937. General Motors assembled 18,175, compared with 17,700; Chrysler
held steady at 6,195; Ford produced 11,810, compared with 11,775; inde-
pendents made 5,610, compared with 4.505 the week before.

Better feeling is being manifested in the scrap market, not yet resulting
in buying but caused by scarcity of material and reluctance of holders
to sell at the present level. Some of this sentiment may result from foreign
buying but other factors are active in giving strength. Dealers believe
the bottom has been reached and that some rise in prices is certain to
follow any buying of tonnages.

Although sentiment in steelmaking scrap is stronger in most centers,
a slight dip at Chicago served to reduce the composite price 8c. to $10.63.
The iron and steel composite is unchanged at $38.38. The finished steel
composite at $61.40 was 30c. lower, due to a $3 reduction in galvanized
sheets.

Great Britain is adjusting to her smaller market requirements and in
May reduced pig iron output while increasing steel ingot output, Both
imports and exports were lower than in April. Production of steel ingots
in May was 957,000 tons, which is fairly close to the high record main-
tained for the past few months.

Formal renewal of the European steel entente on the same terms as
formerly has a stabilizing effect on world markets. Formation of a cartel
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on ‘cold-rolled sheet steel is under way, which will add to the breadth
of the entente,

Steel ingot production for the week ended June 20 shows
an increase of about one point over the preceding period,
with p}'actically all companies sharing in the improvement,
according to the “Wall Street Journal” of June 23. Sub-
Sidiaries of the U. §. Steel Corp. continue to operate at a
rate slightly in excess of the average for the entire indus-
try. The “Journal” further reported:

For the industry as a whole the rate is placed at 27%%, compared with
26%% in the previous week and 269 two wecks ago. U. S, Steel is
estimated at approximately 28% against 27% in the week before and
26%% two weeks ago. Leading independents are credited with slightly
over 27%%, compared with 261%9% in the preceding week and 26% 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:

Industry U. 8, Steel Independents

+1

+1
—+1
—5
+3
—2
—24
—2
-1

1932 not available.

Current Events and Discussions

The Week with the Federal Reserve Banks
During the week ended June 22 member bank reserve
balances increased $18,000,000. Additions to member bank
reserves arose from decreases of $18,000,000 in money in
circulation and $6,000,000 in Treasury deposits with Federal
Reserve banks and increases of $7,000,000 in gold stock and
$3,000,000 in Treasury currency, offset in part by increases
of $4,000,000 in. Treasury cash and $7,000,000 in non-
member deposits and other Federal Reserve accounts and a
decrease of $7,000,000 in Reserve bank credit. Excess
reserves of member banks on June 22 were estimated to be
approximately $2,780,000,000, an increase of $50,000,000
for the week. ) y
Principal changes in holdings of bills and securities were
an increase of $10,000,000 in United States Treasury notes
and a decrease of $10,000,000 in United States Treasury bills.
The statement in full for the week ended June 22 will be
found on pages 4070 and 4071.-
Changes in the amount of Reserve bank credit outstand-
ing and related items were as follows:
Increase (+) or Decrease (—)
June 282' 1938  June Ig. 1938 .%ile 22}, 1937

10,000,000  +1,000,000 —3,000,000

1,000,000 —3,000,000

2,564,000,000 +38,000,000
17.900,000

Bills discounted

Bills bought 95

U. 8. Government securities

Industrial advances (not including
$14,000,000 commitm'ts—June 22)

Other Reserve bank credit ¥

~—35,000,000
+ 3,000,000

+29,000,000

—7,000,000

Total Reserve bank credit —17,000,000

Gold stock

2,591,000,000
12,957,000,000
2,710,000,000

7,922,000,000
6,402,000,000
2,293,000,000
929,000,000
712,000,000

————

+3,000,000 4 160,000,000

+18,000,000 +1,068,000,000
—18,000,000 +8,000,000

+4,000,000 —1,103,000,000
+—=6,000,000  +778,000,000

+7,000,000 125,000,000

Member bank reserve balances

Money in circulation

Treasury cash

Treasury deposits with F. R. banks.

Non-member deposits and other Fed-
eral Reserve accounts

* Less than $500,000.

Returns of Member Banks in New York City and
Chicago—Brokers’ Loans

Below is the statement of the Board of Govérnors 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 will not be available until the coming Monday.
ASSETS AND LIABILITIES OF WEEKLY REPORTING MEMBER BANKS

IN. CENTRAL RESERVE CITIES
(In Millions of Dollars)
New York Cit ———Chicago————

June 22 June 15 June 23 June 22 June 15 June 23
1938 1938 1937 1938 1938 1937
$ $ $ 3 $

$
7,793 1,810 1,831
3,009 521 53

339
18

Assets— ;
Loans and investments—total__
Loans—total
Commercial, industrial and
agricultural loans *
Open market paper
Loans to brokers and dealers.
Other loans for purchasing or
carrying securities
Real estate loans
Loans to banks..
Other loans*_.
TU. 8. Gov't obligations
Obligations fully guaranteed by
United States Government. . _
Other securities
Reserve with Fed. Res. banks..
Cash in vault
Balances with domestic banks..
Other assets—net

7,584
2,974

8,513
4,032

1,712
164
1,217

278
134
100
427
3,023

438
1,020

350
18
32

+7,000,000  +687,000,000

New York City—— ———-Chicago————
June 22 June 15 June 23 June 22 June 15 June 23
1938 19838 1937 19338 1%38 1937

$

$
6,187 6,260 6,252 1,512 1,514 1,499
659 656 722 464 464 453
110 119 289 96 106 41
692
6

2,481 1,863 687 534

271 570 6 7

el wdias 31
303 303 404
1,484 1,485 1,475

* Including both loans ‘‘on secufltleﬂ" and “otherwise secured and unsecured.”
—_———

Complete Returns of Member Banks of the Federal
Reserve System for the Preceding Week

As explained above, the statements 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 waek ended with the close
of business June 15:

The condition statement of weekly reporting member banks in 101 lead-
ing cities shows the following principal changes for the week ended June 15:
Decreases of $210,000,000 in loans to brokers and dealers in securities and
$46,000,000 in loans to banks, and an increase of $141,000,000 in holdings
of United States Government direct obligations.

Commercial, industrial and agricultural loans declined $4,000,000. Loans
to brokers and dealers declined $192,000,000 in New York City, $13,000,000
in the Chicago district and $210,000,000 at all reporting member banks.
Loans to banks declined $46,000,000 in New York City.

Holdings of United States Government direct obligations increased
$64,000,000 in New York City, $22,000,000 in the Philadelphia district,
$17,000,000 in the Richmond district, and $141,000,000 at all reporting
member banks. Holdings of obligations fully guaranteed by the United
States Government increased $9,000,000 in New York City, $12,000,000 in
the Chicago district and $17,000,000 at all reporting member banks.
Holdings of “Other securities” increased $8,000,000 in New York City,
$5,000,000 in the Chicago district and $28,000,000 at all reporting member
banks.

Demand deposits-adjusted declined- $56,000,000 in New York City and
$20,000,000 in the Philadelphia district, and increased $28,000,000 in the
New York district outside New York City and $29,000,000 in the San
Francisco district, all reporting member banks showing a net increase of
$31,000,000 for the week. Government deposits declined $9,000,000 in
New York City, $6,000,000 in the Chicago distriet and $14,000,000 at all
reporting member banks.

Deposits credited to domestic banks changed relatively little during the
week, all reporting member banks showed a net increase of $21,000,000.

Borrowings of weekly reporting member banks in New York City declined
$22,000,000. Borrowings of all reporting member banks were $1,000,000

Liabilities—
Demand deposits—adjusted.. ..
Time deposits
United States Govt. deposits. ..
Inter-bank deposits:

Domestie banks

Foreign banks
Borrowings
Other labilities. %)
Capital account. o

277

20 19
245 245

22
237

~on June 15.

A summary of the principal assets and liabilities of the
reporting member banks, together with changes for the week
and year ended June 15, 1938, follows:

Increase (+) or Decrease (—)
June 88 1938 Sune 16, 1937

—78,000,000 —1,707,000,000
—264,000,000 —1,380,000,000

June 15,1938
Assets— E
Loans and investments—total . . - .20,866,000,000
Loans—total 8,361,000,000
Commercial, industrial and agri-
. cultural loans:
On securities 552,000,000
Otherwise secured and unsec'd 3,406,000,000
Open market paper 354,000,000
Loans to brokers and dealers in :
securities 663,000,000

—7,000,000
+3,000,000
7,000,000

~-210,000,000

~13,000,000
—355,000,000
—121,000,000

—707,000,000
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Increase (+) or Decrease (—)
nce
June 88 1938  June lf' 1037

4034

June 12. 1938

Other loans for purchasing or

581,000,000
-~ 1,157,000,000
- 121,000,000

700,000,000
Otherwise secured and unsec'd 827,000,000
U. 8. Govt. direct obligations..... 8,032,000,000
Obligations fully guaranteed by
United 8tates Government..
3,022,000

Reserve with Fed. Res. banks.... 6,405,000,000
385,000,000
Balances with domestic banks. ... 2,446,000,000

~—1,000,000 —135,000,000
~9,000,000

~-46,000,000

29,000,000
+85,000,000
—524,000,000

286,000,000
—89,000,000
+1,125,000,000
86,000,000
+672,000,000

Other loans:
+3,000,000,000
3,000,000
+-141,000,000

17,000,000

~—19,000,000
-+ 58,000,

+31,000,000
~—3,000,000
~14,000,000

21,000,000
—3,000,000
~23,000,000

-—177,000,000
—8,000,000
~~41,000,000

886,000,000
—283,000,000
—57,000,000

15,065,000,000
5,227,000,000

2.
United States Government deposits - 506,000,000

Inter-bank deposits:

1,000,000
PSRN

European Powers Seek New Formula for Ending
‘Spanish Civil War—Representatives of Nine Na-
tions Accept Tentative British Suggestion for
Withdrawal of Foreign Troops—Spanish  Insur-
gents Open Way for Drive on Valencia—Shipping
in Mediterranean Bombed by Insurgent Planes

Possibility of an early end of the civil war in Spain was
seen this week when delegates of nine major Luropean
nations on June 21 supported a proposal to send evacuation
commissions to Spain in an effort to remove foreign troops
from -that country. The plan was suggested by Great
Britain, before the subcommittee of the Non-Intervention
Committee, meeting in London. Even the representative of
Soviet Russia, which had hitherto raised serious objections
to peace proposals, acceded to the suggestion accepted by
other Powers. In outlining proposals submitted to the sub-
committee, Associated Press London advices of June 21 said:

The British Government exerted pressure on France and Italy, respec-
tively friendly to the government and insurgents, to get a truce in Spain
to permit the commissions to operate.

Necessity of obtaining acceptances of the warring Spanish factions for
the evacuation plan now becomes the biggest hurdle to be taken in the
program of Great Britain’s Prime Minister, Neville Chamberlain, for
general  European appeasement.

Much depends on Premier Mussolini of Italy. Informed sources disclosed
that Great Britain suggested to him that if he really wanted the Anglo-
Italian pact of April 16 to become operative he should persuade General
Francisco Franco, the insurgent chieftain, to accept a truce. British
leaders believe France’s influence with the Spanish Loyalist Government
at Barcelona could parallel that of Mussolini with General Franco.

S. B, Kagan, Soviet Russia’s member of the subcommittee, declared
there were ‘“good prospects” of redaching a full accord, indicating that
Russia, whose attitude hitherto has been the big question mark, would line
up with Great Britain and France in: seeking a Spanish settlement.

In informed quarters it was said that the British Government now was
satisfied that France had effectively closed her frontier to the shipment
of arms to government Spain. This was considered another contribution
to success for British efforts. :

Success would clear the way for a sweeping new series of maneuvers to
reach a . general European appeasement, particularly a settlement with
Germany,

The prospect of a brighter international outlook led to a minor boom
in the “city,” London’s financial quarter, with sharp rises in the big
commodity markets. Leading American ghares made considerable advances
yesterday.

Mr, Chamberlain’s determination to proceed through the non-intervention
machinery was his answer to Premier Mussolini’s request that the friend-
ship pact be made effective at once, regardless of the Spanish conflict and
Italian Black Shirté yet on' Spanish soil.

The leading powers meeting at London agreed to the
British compromise proposals, as reported in the following
United Press London dispatch of June 21:

While the nine-nation governing body of the non-intervention committee
was overcoming Soviet Russia’s objections to the withdrawal plan, Mr.
Chamberlain himself stood stubbornly in the House of Commons against
attacks on his “realistic” foreign policy.

After bitter debate in which the opposition demanded that Mr. Cham-
berlain warn Italy that the Anglo-Italian pact will be torn up unless
Italian planes in Spain cease bombing British ships, the House late
tonight cast what amounted to a vote of confidence in the Government’s
foreign policy. i

The vote was 278 to 148 and defeated a Laborite motion to reduce the
Foreign Office appropriation by $500,000 upon which the opposition based
its attack.

Members were dismayed when he repeated his June 15 statement that
Britain is powerless to protect her ghipping from attacks in Spanish
waters and followed with an admission that more British vessels probably
will be bombed and sunk. ’

“I am afraid that while the war lasts we ‘must expect a succession
of these incidents,” he said, adding that a note was sent to Spanish insur-
gent Generalissimo Francisco Franco yesterday reserving the right to
claim compensation for 48 British ships sunk or damaged by insurgent
planes during the past year.

Mr. Chamberlain is anxious to get the “volunteers” withdrawal plan into
operation as quickly as possible to permit conclusion of the April 16
Anglo-Italian pact of friendship.

The pact, keystone of his “realistic’” policy of direct dealing with
Europe’s totalitarian powers on an all-around appeasement, can not become
operative so long as Premier Benito Mussolini’s 85,000 or 40,000 Blackshirt
legionnaires remain in the Spanish fighting lines.

On June 22 thq British Government ignored the sinking
of two more British merchant ships in the Mediterranean,
a London Associated Press dispatch said, and added:

.Proepects of a Spanish armistice appeared to be dimming, but Prime
Minister Neville Chamberlain denied in the House of Commons that
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Italy, by current diplomatic negotiations, was trying to drive a wedge
between Britain and France.

Eager to put into effect the Anglo-Italian pact signed at Rome April 16,
the Prime Minister said that the Italian Government likewise had made
plain its desire “that the agreement should be brought into force at the
earliest possible moment consistent with fulfillment of the prerequisite
conditions,”

Withdrawal of foreign ‘volunteers” from the Spanish war is one
of the conditions mentioned, but there were strong indications tonight
that the two governments were planning not to wait until all had been
removed to put their pact into effect.
any “proportionate” withdrawal had been effected, Italy and  Britain
would proceed with ratification of the agreement.

Arthur Henderson, Laborite, raised the question whether Italy would
like to weaken Francp-British relations, *“‘in view of the fact that the
Italian Government have suspended discussions which they were having
with the French Government.”

Mr. Chamberlain replied that “I have no reason to think the Italian
Government wish to drive a wedge between ourselves and the French.”

Meanwhile it was reported that Foreign Minister Ciano
of Italy and the Earl of Perth, British Ambassador to
Rome, had discussed a plan for accelerating the operation
of the Anglo-Italian agreements of April 16. Incident
thereto, a dispatch of June 20 from Arnaldo Cortesi to the
New York “Times” said:

The difficulties to be overcome consist chiefly of devising some means
by which a start can be made in applying the British suggestion that the
volunteers fighting on the two sides in the Spanish ecivil war should be
withdrawn proportionately, since Prime Minister Neville Chamberlain has
made clear that the Anglo-Italian agreements will not be ratified until
the problem of Italian volunteers has been solved.

It appears that Italy signified her willingness to take the initiative in
carrying out a token withdrawal of volunteers as proof of her good inten-
tions, but she refuses to make any such move so long as France takes no
effective messures to prevent the dispatch of war material from her
territory to Republican Spain.

The British Government, it is understood, is hopeful of being able
to induce the French to give a definite pledge to this effect and is
meanwhile urging on both Rome and Parie the advisability to resuming
direct negotiations abruptly interrupted more than a month ago.

French Cooperation Sought

The plan discussed this morning is based on the premise of France’s
willingness to close the frontier and give Italy adequate guarantees that
she will prevent the shipping of arms and munitions from her ports to
Republican Spain. This would render the resumption of Franco-Italian
conversations possible and at the same time justify Italy in effecting a
small token withdrawal of volunteers. :

This, in turn, would facilitate the solution of the whole volunteers
problem and would ultimately hasten the day on which the Anglo-Italian
agreements could be ratified and put into effect.

Asg an alternative it has been suggested that Italy may agree to keep
her volunteers already in Spain in reserve, in other words, not to use:
them in any actual fighting, until the Non-Intervention Committee has
had time to devise a practicable means for carrying out the withdrawal
of all volunteers. :

It is pointed out in this connection that Italian troops have not partici-
pated in any fighting since they reached the Mediterranean, just south
of Tortosa. Only the Black Arrow Brigade took part in the fighting that
led to the fall of Castellon de Plana, but it is composed mostly of Spaniards,
only the officers being predominantly Italian.

Spanish insurgent troops recently gained important vie-
tories as they drove south toward the city of Valencia.
The insurgent advance was climaxed on June 13 with the
occupation of Castellon de la Plana and its port of Grao,
thus opening up a broad coastal plain for the Valencia
offensive. Valencia is 40 miles south of Castellon, on the
Mediterranean coast. Later, June 16, Associated Press ad-
vices from Hendaye, France, at the Spanish frontier, stated:

Government dispatches said the village of Villarreal, 35 miles north of
Valencia, had been recaptured from insurgents, who had swarmed across
the river and spread out for a mass drive to the south. Insurgent troops,
tanks, artillery and planes, however, swung around Cillarreal to the west
and threatened to cut off the government advance guard.

While Generalissimo Francisco Franco’s eastern armies were engaged in
the campaign against Valencia, his mnorthern and southern forces struck
simultaneously through the Pyrenees and Cordoba Province in drives against
weakening government defenses on two other vital fronts. The spreading
campaign indicated insurgent assaults were gaining momentum, although
sturdy barriers still blocked General Franco’s legions from  their final
goals—conquest of Valencia, Madrid and Barcelona and a decisive vicotry
in the 23-month-old civil war.

The civil war in Spain was mentioned in the “Chronicle”
of June 11, page 3735. Spanish insurgent airplanes are
reported as continuing the bombing of vessels in loyalist
ports, and on June 15 bombed five ships, three of which
were British. Prime Minister Neville Chamberlain of Great
Britain told the House of Commons on June 14 that Great
Britain planned no retaliatory action because of the bomb-
ings of British shjpping in the Mediterranean, but was
seeking the establishment of safety zones to end the attacks.
His speech was reported as follows in Associated Press
London advices of June 14:

In his eagerly-awaited statement at the first session following Parlia-
ment’s Whitsun recess, Mr. Chamberlain said two proposals had been made
which “might go some way toward cessation of these attacks.”

The first provides for the establishment of safety zones in certain
harbors, which, “although it presents considerable difficulties, is being
actively investigated,” the Prime Minister said. )

The second plan, he continued, was proposed Saturday by the Spanich
Insurgent Government: That “a port in Spanish Government territory should
be selected outside the zone of military operations for the use of British
ships, which could enter or leave it unhindered.”

Mr. Chamberlain also expressed hope of a settlement of the German-
Czechoslovak crisis and warned both Prague and Berlin they should show
“the utmost patience and restraint.”

He told the House that negotiations were proceeding between the Czecho-
slovak Government and its Germanic minority with “both parties showing

It was believed that as soon as °
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good-will.”  He added that the British Minister to Prague ‘‘has continued
to emphasize (to the Czechoslovak Government) the urgent importance
of reaching a comprehensive and lasting settlement by negotiation with
the Sudeten (Germanic) party.”

Mr. Chamberlain spoke to a puzzzled and critical House, for during the.

four days ending June 10—while Parliament was in recess—five British
ships had been sent to the bottom and no indication of the London Govern-
ment’s reaction had been given.

Mr. Chamberlain reported that since April 11 22 British ships had been

attacked.

“Eleven of these ships have been sunk or seriously damaged and in
several cases the attack appears to have been deliberate,” the Premier
said, “His Majesty’s Government have considered retaliatory action of
various kinds . . . but they are not prepared to embark on such
measures, which, apart from their inherent disadvantages, cannot be relied
upon to achieve their object.” :

Associated Press Madrid advices of June
additional bombings as follows: g

Insurgent air raiders today wrecked four - more foreign ships, two
British and two French, in a terrific onslaught on Valencia harbor and
the eastern seaboard, where refugees were streaming south. Five bombing
raids on ‘Valencia left three persons known dead and 20 injured.

Insurgent bombs again found a target in the British freighter Thurston,
leaving her in flames at her dock. The Thurston was last bombed June 7.
The b5,625-ton British steamer Seapharer was holed below the waterline
and was slowly sinking.

Two French vessels, the freighters Gaulois and Karbear, also were victims
of the Valencia raids. Both were bombed and sunk. A sailing vassel was
set afire.

There were no casualties abroad the vessels in port because the crews
had time to escape.

Clouds of smoke billowed up from Valencia’s bomb-punished harbor

15 described

section and from residential areas as incendiary bombs rained down.

Many hcuses burned to the ground when repeated -attacks kept firemen
from extinguishing the blazes. ’

After describing the insurgent capture of Castellon, on -

June 13, Associated Press advices of that date from Hen-
daye, on the Franco-Spanish frontier, said:

The capture of Grao gave the insurgents their first good seaport on
the eastern coast. They drove a wedge through government Spain last
April 15 at Vinaroz, between Barcelona and Castellon de la Plana, but
failed to obtain an adequate port in the -40-mile stretch of coastline won
then, Heretofore they have been forced to unload supplies on barges
from vessels anchored some distance off the coast.

A military communique from the eastern front said .the insurgents
entered Castellon de la Plana in mid-afternoon and completed occupation
of the city soon after nightfall. . . .

The entry into Castellon de la Plana was reported after insurgent
fighters commanded by General Miguel Aranda had started a noon-day
siege of the city.
positions for a final thrust.’

Insurgent reports said operations earlier today centered on the Mediter-
ranean coast morth. of Castellon de la Plana, where the port of Oropesa
was occupied, and inland, where the town of Villafames fell to the
insurgents. .

Farther inland, insurgent dispatches said, the advancing troops struck
gsouth five and one-half miles from Lucena del Cid to Alcora, 10 miles
northwest of Castellon de la Plana, to take control of an inland road to
the latter port.

Between those two sectors, the insurgents already had driven a spear-
head through Borriol to the northwest suburbs of Castellon de la Plana.

From Hendaye, June 16, United Press advices reported
the following:

Spanish insurgent forces today closed every pass into France along the
Pyrenees from the Bay of Biscay to Seo de Urgel, isolating a few hundred
rear guards of the loyalist 43d “‘lost” division above the snow lines.

Later (June 17) the Associated Press had the following
to say in advices from Hendaye: ;

Insurgent dispatches said tonight that Generalissimo ' Francisco Franco’s
eastern armies had smashed Spanish Government resistince along the
Mijares River and resumed a general advance toward Valencia, 35 miles
to the south.

—_——

Commodities Best Hedge Against Effects of Inflation
Says Dr. Lewis Haney at Commodity Corporation
Forum—Prices and Industrial Activity Near Bot-
tom, in Opinion of Dr. Walter S. Landis—C. T.
Revere a Speaker

Commodities are the best hedge against the positive
effects of inflation which will probably soon be felt in this
country, in the opinion of Dr. Lewis Haney, Professor of
Economics at New York University, speaking at a luncheon
forum given by the Commodity Corporation of which he is
economic adviser. The meeting was attended by about 130
investment dealers from all over the United States. Fore-
casting further devaluation of the dollar, probably after the
November elections, Dr. Haney said commodity prices will
go up as the value of the dollar goes down. Commodities,
also, unlike the securities of corporations purchased as in-
flation hedges, involve no increase in operating expenses in
line with larger sale volume, and are free of labor troubles
and the restraining effects of price fixing. Deficit financing
abroad invariably has had direct effect upon commodity
prices, according to Dr. Walter S. Landis of the American
Cyanamid Co., who also addressed the meeting. ‘‘Every-
thing in this country”” he said ‘‘is set to go up and is going up.
My impression is prices are very near the bottom and in-
dustry close to its low.”

Other speakers included C. T. Revere, President of the
Commodity Club and partner in the New York Stock Ex-
change and commodity firm of Munds, Winslow & Potter,
who discussed the outlook for eotton; John MeD. Murray,
President of the New York Produce Exchange, who foresaw
as likely an advance of one to two cents in cottonseed oil

They captured outlying towns to consolidate their
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prices in the 1938-39 year; Alan T, Grant, Director, Rubber &
Produce Traders, Ltd., London and Director, Rubber{&
Produce Traders, Ceylon, Ltd., who described rubber as &
world commodity offering currency as well as price insurance
and F. Shelton Farr, Vice-President, New York Coffee &
Sugar Exchange, who declared that with sugar prices within
13 points of the depression low, “‘the worst had been seen.”
Maurice C. Hill, Vice-President, New York Cocoa Exchange
Ine. .spoke on cocoa; Paul Nortz, Director, American-
Bra.zﬂu_a,n Chamber of Commerce -and Partner in Nortz &
Co., discussed coffee; Victor Lea, Hirsch Lilienthal & Co.
spoke on grains. A. G. Boesel of Jackson Bros., Boesel &
Co. was Chairman of the meeting. ’

———

New Peace Moves Designed to Force Early End  of
Sino-Japanese Conflict—Meanwhile Floods Again
Delay Military Operations—Chinese Strengthen
Defenses of Hankow, as Japanese Troops Advance
in South China ,

New peace offers designed to halt the Sino-Japanese con-

{Tiet were reported from Shanghai on June 23, coincident with

attacks by Japanese airplanes on the South China port of

Swatow, and threatened large-scale invasion of South China.

Meanwhile the disastrous Yellow River floods, which were

referred to in the “Chronicle” of June 18 (pages 3878-79),

continued to hamper actual hostilities, although Chinese

spokesmen claimed several victories for their troops, and

Japanese military leaders admitted unexpected resistance on

the part of the Chinese defenders.

In reporting new peace moves, Associated Press Shanghai
advices of June 23 said:

Emissaries of the Japanese-sponsored North China provisional govern-
ment were said to be conducting preliminary negociations witn representa-
tives of the Chinese Government of Generalissimo Chiang Kaishek.

" The German Trans-Ocean news agency quoted Wang Chung-Hui,
Chinese Foreign Minister, as ‘‘emphasizing the usefulness of mediation by
a third party, since China and Japan wish to terminate hostilities, but
neither is willing to take the initiative for reasons of prestige.” Wang
also was quoted as declaring Japan must make the first overtures.

It was recailed that the North China Government issued a plea for
peace on Saturday, apparently with tne approval of the Japanese army
mission at Pelping. .

In Shanghai, a Japanese Embassy spokesman declared that Japan would
‘‘discuss peace with any Chinese Government except that of the Kuo-
mintang (Chiang's regime).”

In what was regarded as an addition to feelers put out by both Chinese
and Japanese, the spokesman said that ‘‘peace will be settled when Chiang
disappears from the scene.” He added, however, that ‘‘there is no room
for tnird-power mediation.”

While the Japanese massed planes and ships off Swatow the United
States gunboat Asheville stood by to protect Americans there. About 35
American men, womer and children were reported to be in the Swatow
consular district, The British destroyer Thracian was on {ts way from
Hongkong to guard British interests.

At Nanking, John M. Allison, consul in charge of the United States
Embassy, made representations to the Japanese regarding the slapping of
the Rev. Dr. J. C. Thompson, a missionary, of New Brunswick, N. J., by
a Japanese sentry. Dr. Thompson, connected with tae American-owned
Nanking University, was said to have been slapped while trying to prevent
the sentry from beating Dr. Thompson's jinrikisha coolie.

Two American residents of Shanghai, F. W, Blackburn and J. D. Pase,
were detained for 40 minutes by Japanese at the Garden Bridge, leading
into the Japanese-occupied Hongkew section of Shanghai. They were
released after United States consular authorities investigated. The reason
for their detention was not given.

Japanese forees on June 22 occupied Namoa Island, as
deseribed in.the following Hong Kong dispatch of June 22
to the New York “Times”:

The seizure of Namoa was similar to the capture of Quemoy Island near
Amoy last year and it is thought it presages the early seizure of Swatow
because Namoa would be a useful base for operations against South China.

Chinese reported that 20 Japanese warships and other craft participated
in the attack, aided by planes early yesterday morning. During the day

' Japanese sailors landed from junks and obtained a footing.

Resistance broke down this morning when Namoa was entirely occupied.
The Chinese troops retired to the mainland under cover of darkness.
Civilians are evacuating today on boats.

Swatow was bombed three times today. Japanese planes also dropped
leaflets calling on southern Chinese to follow the example of northerners
who have found “happiness’’ under Japanese domination or take tle con=
sequences of warfare. .

Associated Press Shanghai advices of June 22 reported
that Chinese generals were reorganizing the defenses of
Hankow, and added: .

Sixty new divisions, numbering 500,000 men, were said to have been
readied to take up positions in Hankow's last line of defense. The un-
expected deiay aiso was vitaily helpful, Cninese declared, in assembly of
new. equipment, inciuding a large number of planes from Soviet Russia
and elsewhere, 1,200 Russian tanks, 380 Russian guns and 300 other guns.

Meanwhile, Japan was reshaping her flood-ruined campaign for quick
conquest of Central China by making the Yangtse River valley her avenue
of advance against Hankow, instead of the Lunghai railroad corridor,
where her troops were blocked by the Yellow River inundation. Troops
and equipment were being shifted at great expense from the Lunghai zone,
where only two weeks ago Japanese were on the verge of capturing Cheng-
chow, which they had planned to use as a base for a drive 300 miles south
along the Peiping-Hankow railway against Hankow.

Chinese reports said four Japanese divisions were being concentrated in
the vicinity of fallen Anking, Anhwel provincial capital on the Yangtse,
231 miles downstream from Hankow, for a push due west against the
provisional capital. An additional 20,000 men and 200 tanks were said to
be on their way to Anking from the Lunghai area. Hankow reported
Japanese troops had reached a point 130 miles east of Hankow, while
Japanese gunboats based on Anking were shelling their way up the river.
Ninety Japanese vessels were said to be concentrated in the Anking area.
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Kingdom of Roumania Proposes Offer of Partial Interest
on Monopolies Institute 7%, Gold Bonds Stabiliza-
tion and Development Loan of 1929

City Bank Farmers Trust Co., New York, is notifying
holders of Kingdom of Roumania Monopolies Institute 7%,
guaranteed external sinking fund gold bonds stabilization
and development Loan of 1929, due Feb. 1, 1959, of the
receipt of a letter from Radu Irimescu, Roumanian Minister
to the United States, which states that “due to insurmount-
able diffieulties in securing dollar exchange the Institute
was unable to make provision for the payment in New York
of the Aug. 1, 1935 coupon and for the subsequent maturities
provided for under the Special Agency Agreement.” The
letter, further stated:

1, as the Roumanian Minister to the United States, have at the present
time a sum of money which I should like to make available at once to the
holders of the Aug. 1, 1935 and subsequent coupons to and including the
coupon bearing date of Feb. 1, 1937, on the basis of 53% for the Aug. 1,
1935 coupon, 57% for the Feb. 1, 1936 coupon, 55% for the Aug. 1, 1936
coupon, and 65% for the Feb. 1, 1937 coupon, such payments corresponding
to the payments agreed upon in the Oct. 10, 1934 agreement.

It is my suggestion that you advise the bondholders of this offer and pay
such coupons as may be presented in order of presentation. The coupons
should, of course, be tendered with a letter of transmittal in which in con-
sideration of the payments above specified the holder of the coupon un-
conditionally agrees to accept said payments in full settlement of the interest
obligation surrendered.

e ;

Offering of $44,000,000 of 4159, Bonds of External
Debt of Republic of Cuba, 1937-77 in Exchange
for $40,000,000 of Public Works 615%, Gold Bonds,
Due June 30, 1946—Statement of Foreign Bond-
holders’ Protective Council

The Republic of Cuba, through its Ambassador to the
United States Dr. Pedro Martinez Fraga, announced on
June 24 its offering by means of a prospectus of $44,000,000
of 4149 bonds of the external debt of the Republie of Cuba,
1937-77, together with coupons due on and after Dec. 31,
1937, in exchange for the outstanding $40,000,000 Republic
of Cuba Public Works 5149, sinking fund gold bonds, due
June 30, 1945, together with interest coupons due on and
after Dec. 31, 1933. The rate of exchange is $1,100 principal
amount of the new bonds for each $1,000 of suech outstanding
public works bonds. The new bonds are to be dated July 1,
1907 and are to mature June 30, 1977.

Coincident with the formal offering of the new 4149
bonds, the Foreign Bondholders Protective Council, Ine.,
New York, issued a statement in which it pointed out the
Council is of the opinion that the present offer, which em-
bodies betterments over suggestions advanced during the
course of the negotiations, is the best now obtainable. It is
better than that made to other Public Works creditors. In
its statement issued June 24 the Council said:

In view of all the circumstances in the case and after careful considera-
tion, the Council is of the view that the present offer of the Cuban Govern-
ment to the holders of the Republic of Cuba Public Works 514% Sinking
Fund Gold Bonds is reasonable and consistent with the broad equities and
long view interests of the bondholders and that it is, therefore, an offer
which the Council can commend to their favorable consideration.

The Council in accordance with its practice is asking each holder of the
above-mentioned Cuban bonds to authorize the Fiscal Agent to deduct from
the first interest payment made to him, }4th of 1% of the face value of the
bonds held by him (that is, at the rate of $1.25 for each $1,000 bond), and
to pay the same over to the Foreign Bondholders Protective Council, Inc.,
as a contribution by the holder of the bonds for the support of the Council
zlltéonslderation of the work already done by the Council for the bond-

older,

. The present offering constitutes part of an authorized
issue of $85,000,000 principal amount of bonds, of which
$44,000,000 are deliverable in exchange for the above men-
tioned Republic of Cuba Public Works 5149, sinking fund
gold bonds, $953,700 are deliverable in exchange for $867,000
of Public Works 5149, serial certificates, $20,000,000 are
deliverable in exchange for a like amount of 5149, deferred
payment work certificates, $10,162,800 are deliverable in
settlement of debts to various public service transportation
and railroad companies, and $9,883,500 are reserved for
public works or for the purpose of settlement with the holders
of other obligations of the Republic. The following bearing
on gle new bonds is also from an announcement issued in the
matter: ;

The new bonds are to be entitled to the benefits of a sinking fund suffi-
cient to retire all bonds on or prior to maturity, for which purpose the Re-
public has agreed to pay to the trustee and fiscal agent, Manufacturers
Trust Co., New York, the following amounts: In the 1938-39 fiscal year,
$500,000; in the fiscal years 1939-40 to 1943-44, $1,000,000 per annum; in
the fiscal years 1944-45 to 1948-49, $1,500,000 per annum: in the fiscal years
1949-50 to 1953-54. $2.000,000 per annum; in the fiscal years 1954-55 to
1958-59, $2,500,000 per annum, and in the fiscal years 1959-60 to 1976-77,
$2,750,000 per annum,

The bonds are redeemable at the election of the Republic, in whole at any
time, or in part on any interest payment date, at par and unpaid interest
accrued to the redemption date, upon at least 60 days notice or, if redeemed
for the sinking fund, at least 30 days notice.

The new bonds are to be issued under authority of the Law of the Re-
public of Cuba, dated Feb. 14, 1938, including amendments thereto here-
tofore enacted, and pursuant to Agreement of April 18, 1938, executed by
the Republic of Cuba and Manufacturers Trust Co., as trustee and fiscal
agent. They are to be secured by a first preferential right and lien upon
90% of the revenues collected from the following taxes and economic re-
sources; the taxes on .overland transportation, tax on the consumption of
gasoline or imported substitutes therefor, 15 of 1% tax on sales and gross
income, a credit of up to $5,000,000 to be set up annually in the General
Budget and 50% of the surplus from the national revenues after all the
expenditures set up in the Budget and the interest and sinking funds of the

Chronicle June 25, 1938

public debt of the Republic has been paid, a 10% surcharge on the duties
on all luxury articles and a 3% surcharge on the duties on all other articles
imported except those considered necessities, }{ of 1% tax on the exporta-
tion of money or its equivalent, 2% tax on rental and proceeds from real
estate and on interest of mortgages and censuses, and 50% of any excess
collected in the future over the collections of municipalities for the fiscal
year 1925-26 for land taxes. They are to be further secured until July 1,
1945 by serial certificates, public works bonds and work certificates re-
celved in exchange for the new bonds which are to be held by the Trustee
until that date, when they will be cancelled and surrendered to the Republic.
Reference to the filing of a registration statement under
the Securities Act of 1933 covering the issuance of $85,000,000
4149, bonds was made in our issue of May 28, page 3421.
TR IN—

Odd-Lot Trading on New York Stock Exchange During
Week Ended June 18

The Securities and Exchange Commission on June 23
made public a summary for the week ended June 18, 1938,
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 June 11 were given in the
“Chronicle” of June 18, page 3880. ‘

The data published are based upon reports filed daily
with the Commissoin by odd-lot dealers and specialists.

ODD-LOT TRANSACTIONS OF ODD-LOT DEALERS AND SPECIALISTS IN
STOCKS, RIGHTS AND WARRANTS ON THE NEW YORK STOCK
EXCHANGE—WEEEK ENDED JUNE 18, 1938

PURCHABSES
(Customers’ Orders to Sell)

No. Ord.

2,468
2,452

SALES
(Customers’ Orders to Buy)

Trade Date

Value

$2,089,062
1,760,325
55,988 2,456 ; 1,901,344
51,348 1,780.772| 2,381 | 58, 1,938,567
80,570| 2,568,387 3,517 | 84,855| 2,583,090
. 329,591!511,005,204! 13,274 | 326,875!810,273,288
: -
Short Interest on New York Stock Exchange Decreased
During May
The total short interest existing as of the close of business

Shares
62,554

Vatue
82,576,759

Shares

73,637
68,048

June 13__.

June 14._

June 15.

June 16..

June 17and 18....

Total for week _ .

‘on the May 31 settlement date, as compiled from information

obtained by the New York Stock Exchange from its mem-
bers, was 1,343,573 shares, it was announced on June 17.
This eompares with 1,384,113 shares on April 29 and with
1,049,964 on May 28, 1937. ) :

In the following tabulation is shown the short interest
existing at the opening of the last business day of each month
since May 29, 1936: ;

1937—

Dec. 81 ccmenas 1,051,870
1938—

Jan. 31..

Feb. 28. .

0 £
-1,384,113
1,343,573

1937—
Jan. : 29, 50500 1,314,840

New York Stock Exchange to Expand Statistics Re-
lating to Short Interest—Also Modifies Form
Submitted by Firms

The Committee on. Member Firms of the New York Stock

Exchange announced on June 20 that it proposes to expand

the monthly releases of statistics relating to the short interest.

The committee, in a circular letter to members, also modified

the form of reports of basic data to be submitted by firms.

Reports are to be submitted hereafter by each firm *“for

the total short interest in each listed stoek.” This require-

ment, it was explained, will relieve firms of considerable
clerical effort in submitting the data, as well as expedite
their compilation by the Exchange.

It is planned to release hereafter a monthly summary
showing the short interest in individual issues, where the

. short interest is substantial or where a significant change

has occurred during the month, instead of publishing only
one aggregate figure for all issues. A complete tabulation,
showing the short interest in each listed issue will be made
available for inspection of the publie.

The Stock Exchange first undertook the collection of
short selling statistics in May, 1931. At the present time,
totals are collected as of the end of each month. Figures
released by the Exchange last week, showing a total short
interest as of May 31 of 1,343,573 shares, are referred to
in another item in this issue.

Member Trading on New York Stock and New York
Curb Exchanges During Week Ended May 28

During the week ended May 28 the percentage of trading
for the account of all members of the New York Stock
Exchange (except odd-lot dealers) and of the New York
Curb Exchange to total transactions in each instance was
below the preceding week ended May 21, it was made known
by the Securities and Exchange Commission yesterday
(June 24).

Trading on the Stock Exchange for the account of all
members during the week ended May 28 (in round-lot
transactions) totaled 1,068,795 shares, which amount was
16.149% of total transactions on the Exchange of 3,311,140
shares. This compares with member trading during the

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




Volume 146 Financial

previous week ended May 21 of 1,004,490 shares, or 19.089%,
of total trading of 2,632,450 shares. On the New York Curb

Exchange member trading during the week ended May 28
amounted to 206,910 shares, or 16.989%, of the total volume
on that Exchange of 609,310 shares; during the preceding
week trading for the account of Curb members o? 189,235
shares was 18.929%, of total trading of 499,965 shares.

- The data issued by the SEC are in the series of current
figures being published weekly in accordance with is pro-
gram embodied in its report to Congress in June, 1936 on the
“Feasibility and Advisability of the Complete Segregation
of the Funetions of Broker and Dealer.” The figures for the
week ended May 21 were given in these columns of June 18,
page 3880. In making available the data for the week
ended May 28, the Commission said:

The figures given for total round-lot volume in the table 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 dis-
tinguished from the volume reported by the ticker. The total round-lot
volume for the week ended May 28 on the New York Stock Exchange,
3,311,140 shares, was 8.2% larger than the volume reported on the ticker.
On the New York Curb Exchange, total round-lot volume in the same
week, 609,310 shares exceeded by 5.4% 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

Curb Ezch
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Time Limit for Stamping of Bonds and Notes of Govern-
ment of French Republjc 20-Year Gold Loan 7159,
Bonds and 25-Year 7% Gold Bonds Extended to
Sept. 30 n

Holders of the Government of the Fremch Republic 20-
year external gold loan 714 % bonds, dated June 1, 1921 and

of the 25-year sinking fund 79, gold bonds, dated Dee. 1,

1924, are being notified today (June 25) that the time limit

for presenting their bonds and coupons for stamping has

been extended from June 30, 1938 to Sept. 30, 1938. The
unstamped bonds and coupons which were in non-French
beneficial ownership on Sept. 1, 1937, should be presented
for stamping, accompanied by properly executed ownership
eertlflcaetes, either at the office of J. P. Morgan & Co., New
York City, or at the office of Morgan & Cie, Paris, France.
, Cm—————

SEC Revises Form for Registration of Over-the-Counter

) Brokers or Dealers
The Securities and Exchange Commission accounced on

June 20 that it has adopted a revision, dated June 15, 1938,

of Form 3-M, the application form for the registration of

over-the-counter brokers or dealers.
The text of the Commission’s action follows:

Amendment to Form 3-M
The SEC deeming it necessary for the exercise of the functions vested in

Stock Ezchange

Number of reports received
Reports showing transactions as specialists*.. .

Other than as specialists, initiated on floor

Other than as specialists, initiated off floor
Reports showing no transactions

* On the New York Curb Exchange the rou:
stocks in which registered’” are not strictly comparable with data similarly desig-
nated 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 May 28, 1938 |
Per
Cent a

Total for

Week
Total volume of round-lot sales effected on the Exchange. 3,311,140
Round-lot transactions of 8 except ! of
specialists and odd-lot dealers in stocks in which registered:

143,700
195,810

339,510

99,510
133,565

233,075

Round-lot transactions of speclalists
ﬁglswmd—Bouzht +228,860

267,350
496,210

Total round-lot transactions of members, except transactions
So?& odd-lot dealers in stocks in which registered—Bought. . 472,070

596,725
1,088,795

Transactions for account of edd-lot dealers in stocks in which
1. In round lots—Bought. .
Bold

166,410
138,540

304,950

637,366
721,549

1,358,915
NEW YORK CURB EXCHANGE—TRANSACTIONS IN ALL STOCKS
FOR ACCOUNT OF MEMBERS * (SHARES)
Week Ended May 28, 1938
Total for
* Week
Total volume of round-lot sales effected on the Exchange.
Round-lot transactions of members, except transactions of
registered:

specialists in stocks in which
1. lngcltted on the floor—Bought.

15,100
15,350

30,450

12,830
17,575

30,405

63,680
82,375

146,055

91,610
115,300

206,910
46,274
39,416

85,690
bers, their firms and thelr part~

POl i vuisssnucavin Sessdifituinudddsedtenbtdisbns

* The term bers” includes all exch
ners, including special partners.

a Per of bers' tra. 1 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
actions includes both purchases and sales while the total exch volume {nclud
only sales.

* Association.

it and y and appropriate in the public interest and for the protec-
tion of investors so to do, pursuant to authority conferred upon it by the
Becurities Exchange Act of 1934, particularly Sections 15 (b) and 23 (a)
thereof, hereby amends Form 3-M to read as set forth in the printed copies
of Form 3-M marked ‘“‘Revised June 15, 1938."

—ee

Board of Governors of New York Stock Exchange Adopt
Amendments to Constitution—Relate to Members
Commissions on Canadian Deals and Executive
Committee of Stock Clearing Corporation

The Board of Governors of the New York Stock Exchange
at a meeting on June 22 adopted an amendment to the Con-
stitution of the Exchange permitting members and firms who
are also members or associate members of a Canadian ex-
change, or who are registered with a Canadian exchange as
being entitled to a return of commission from members of
such exchange, to charge the rates of commission preseribed
by the Canadian exchange on transactions in listed securities
made on such exchange. The announcement by the Ex-
change says: ;

The Constitution of the Exchange at present provides for a similar
exemption with respect to the commissions to be charged by members on
transactions on other exchanges in the United States. The amendment
extends this exemption to transactions in listed securities made by members
on Canadian exchanges of which they are members.

We likewise quote from the announcement:

The Board of Governors also adopted amendments te Section 2 of Article
XV of the Constitution and to Section 5 of Article X VI of the Constitution,
omitting references to the Executive Committee of the Stock Clearing
Corporation, in accordance with the recent action of the Stock Clearing
Corporation in amending its by-laws to eliminate provision for an Executive
Committee.

The amendments are being submitted to the membership for approval,
in accordance with Article XX of the Constitution.

—————e

New York Stock Exchange Names Committee to Repre-
sent Exchange at Round Table Discussions of
Bond Market

The New York Stock Exchange announced on June 23
that Joseph Klingenstein of Wertheim & Co. has been elected
Chairman and Howard B. Dean of Struthers & Dean was
named Vice-Chairman of a special bond committee to study
various aspects of the bond market and to represent the
Exchange in the round table discussions which were proposed
by Chairman William O. Douglas of the Securities and Ex-
change Commission on June 9. At that time it was an-
nounced that similar committees would be appointed to act
for the banks and insurance companies and for the Invest-
ment Bankers Conference, Inec., and the Investment Bankers
These groups, separately and jointly, are to
examine all problems related to the bond market and to give
the Securities and Exchange Commission the benefits of their
views.

The other members of the Exchange committee appointed
by William MeC. Martin, Jr., Chairman of the Board and
President Pro Tem, are:

Abraham Eller, Salomon Bros. & Hutzler; Reginald G. Coombe, Smith,
Barney & Co.; Rowland H. George, Wood, Struthers & Co.; James F. Burns,
Jr., Harris, Upham & Co. and Clinton T. Wood, Gilbert Eliott & Co.

The June 9 meeting was rof rred to in these columns of
June 11, page 3745.

S

Federal National Mortgage Association Securities
Exempted by Secretary of Treasury Morgenthau
from Securities Exchange Act of 1934

The Securities and Exchange Commission announced on

June 17 that securities issued by the IFederal National Mort-

gage Association under the authority of Section 302 of the

National Housing Act, as amended, had been designated

exempted securities under the Securities Exchange Act of

1934, as amended, by the Secretary of the Treasury pur-

suant to Section 3(a) (12) of that Act. This action on the

part of the Secretary of the Treasury was previously an-

gitized for FRASER
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nounced in the Federal Register for June 15. Following is
the text of the letter from the Secretary of the Treasury
to the Commission providing for the exemption:

Paragraph 12 of Section 8(a) of the Securities Exchange Act of 1934
provides in part that the term ‘“‘exempted security” or “exempted securi-
ties” as used in such Act shall include “such securities issued or guaranteed
by corporations in which the United States has a direct or indirect interest
as shall be designated for exemption by the Secretary of the Treasury as
necessary or appropriate in the public interest or for the protection of
investors.” £

In accordance with the provisions of this paragraph, I am designating
for exemption securities issued by the Federal National Mortgage Associa-
tion under the authority of Section 802 of the National Housing Act, as
aj jed. This designation for exemption may be revoked, modified, or
amended at any time with respect to securities not issued prior to such
time. B

RS,

SEC Dismisses Proceedings in Case of White, Weld &
Co. Involving Transactions in A. O. Smith Stock—
Firm to Appeal 90-Day Suspension of F. R. Russell

On June 22 the following statement was issued by White,
Weld & Co.:

'We have just learned of the order of the Securities and Exchange Com-
mission issued today dismissing as to this firm the proceedings involving
transactions in A, O. Smith stock, but imposing a 90-day penalty of suspen-
sion from securities exchange memberships upon one of our partners, Faris
R. Russell. This penalty is imposed in spite of the fact that the opinion
states that Mr. Russell had no fraudulent intent or ‘‘bad’ purpose. Mr.
Russell is an esteemed and valuable member of our firm and this finding
against him, which we regard as entirel y unwarranted, is of vital importance
to us despite the dismissal of the case against our firm as such. Counsel
have been instructed to take an immediate appeal to the Federal Court
on his behalf. * .

The Commission first undertook the investigation of this matter in
1935. The first Examiner appointed by the Commission, Robert E. Page,
Esq., found no violation at all and completely exonerated White, Weld &
Co. and all of its partners; the second Examiner, Thurman W, Arnold, Esq.,
though holding that there had been a technical violation, drew no dis-
tinction between the firm and any of its individual partners. The Com-
mission, which heard none of the testimony, now attempts to draw what
we believe to be an entirely unjustified distinction between the firm and
one of its partners. ,

—rean

Registration of 36 New Issues Totaling $93,634,000
Under Securities Became Effective During May

The Securities and Exchange Commission on June 23
made public its monthly analysis of effective registration
statements, prepared by its Research Division. Analysis of
statements registered under the Securities Act of 1933 shows
that an aggregate of $93,634,000 of new securities became
fully effective durin, May, 1938. Included in this amount
were approximately $8,358,000 of securities that were re is-
tered solely for reserve against the conversion of securities
having convertible features, so that $85,276,000 of the
registered securities were actually available for issuance for
cash or for other considerations. This figure compares with
$96,931,000 for April, 1938, and with $186,854,000 for
May, 1937.

In its announcement of June 23 the SEC stated:

More than half of the May total (after deduction of securities reserved
for conversion) was accounted for by registrations of the S8an Antonio
Public Service Co. of $16,500,000 principal amount of 1st mtge. 4% bonds,
due 1963 and $2,500,000 principal amount of 4% serial notes, due 1939-48;
.150,000 shares of General Foods Corp. $4.50 cumul. pref. stock (estimated
gross proceeds of $15,150,000); 77,873 shares of Philip Morris & Co., Ltd.,
Inc. 5% conv. cumul, pref. stock (estimated gross proceeds of $7,787,300);
and the $3,500,000 principal amount National Gypsum Co. 4%% s. f.
‘debentures, due 1950. About one-third of the month'’s total was accounted
for by registrations of investments companies’ securities proposed for
exchange for other outstanding issues.

Approximately $31,964,000, or 37.5% of the securities effectively reg-
istered during the month (other than those registered for reserve against
conversion) were for manufacturing companies. About $31,094,000,
or 36.4% , represented securities of financial and investment companies
“(of which only $1,450,000 were intended for cash offering) and $21,145,000,
or 24.8% , were for electric, gas and water utility companies.

Common stock issues accounted for 15.8% of all securities registered
-during the month for purposes other than reserve against conversion;
preferred stock issues for 27.4% ; and certificates of participation, warrants,
&c. for 26.6% .
of all registrations as qualified.

Approximately $39,784,000 or 42.5% of all the securities registered were
intended for purposes other than immediate cash offering for the account of
the registrants. Of this sum, as already indicated, $8,358,000 were reg-
istered for reserve against conversion and $25,563,000 were registred for
exchange for other securities. In addition, $1,448,000 were registered for
the “account of others,” and $4,415,000 were registered against options, for
acquisition of various assets and for subsequent issuance.

After deducting the above amounts, there remained $53,850,000 of reg-
istered securities proposed to be offered for sale for the account of the
registrants. Of these securities, $50,778,000 represented issues of already-
established enterprises, while $3,074,000 were offerings of newly-organized
companies. In connection with the sale of the securities, the registrants
estimated that expenses of 5.0% would be incurred; 4.0% for commissions
and discounts to underwriters and agents and 1.0% for other expenses in
connection with flotation and issuance. After payment of these expeness,
:,)163 registrants estimated that they would retain, as net proceeds, $51,129,~

Approximately $29,407,000, or 57.5% of the estimated net proceeds were
intended to be used for the repayment of indebtedness: $19,937,000 for
payment of bonds and notes, $8,939,000 for payment of bank debt originally
incurred more than a year back, and $531,000 for repayment of other in-
debtedness. The registrants also proposed to apply $18,901,000, or 36.9% ,
for “‘new money" purposes; $9,851,000, or 19.2% , for purchase of plant and
equipment and $9,050,000, or 17.7%, for additional working capital.
Approximately $2,821,000, or 5.6% were intended to be applied toward
Jpurchase of securities for investment, payment of organization and de-
velopment expenses and for miscellaneous purposes,
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Secured bonds totaled 21.4% and debenture issues 8.8% *

June 25, 1938

Of the $53,850,000 of securities proposed for cash offering for the account
of the registrants, 87.2% was to be offered by underwriters under firm
commitments; 4.8% by various selling agents; and 8.0% by the registrants
themselves. The registrants indicated that 80.5% of the securities was to
be offered to the public; 17.6% to their own securities-holders; and 1.9%
to special personse

TYPES OF NEW SECURITIES INCLUDED IN 24 REGISTRATION STATE-
MENTS THAT BECAME FULLY EFFECTIVE DURING MAY, 1938

Total Securities Registered

No. Uniis of
Stock, &c.,
Face Ams. of
Bonds, &c.

$5,984,025
247,873

No. of

Type of Security
1ssues

Gross Amount

$21,828,024
23,397,300

22,694,273
18,214,725
7 000

$93,634,322

Total (After
Other Deduc-
Total, tions proposed
Less Securities|to BeOffered for
Reserved for | Sale for Cash
Conversfon | for Account of
Registrants

G1088
Amount

$3,846,467
23,397,300

Per Cent of Total Less
Securittes Reserved for

Type of Securdly Conversion

Gross
Amount

$13,470,182
23,397.300

May,  April,

1938 | 1938

158 | 228 | 34.2
274 2.6 18.3

22,604,273 1,000,000 | 26.6 7.8 6.0
18,214,725 | 18,106,500 | 21.4 3.8 1.5
7,600,000 8.8 | 63.0| 40.0

100.0 | 100.0 ' 100.0

May,
1937

$85,276,480

Reorganization and Ezchange Securities
In addition to the new issues, the Commissions said, there were effectively
registered during the month, 7 isuses of certificates of deposit proposed to
be issued against outstanding securities valued at $3,152,624 and an issue
of voting trust certificates proposed to be issued against common stock with
a stated value of $498.
THETYPESOF SECURITIES INCLUDED IN FOUR REGISTRATION STATE

MENTS FOR REORGANIZATION AND aEXCHANGE ISSUES WHICH
BECAME FULLY EFFECTIVE DURING MAY, 1938

$53,650,267

Approzémate Market Value b

No. of
Issues| May, 1938 |April, 1938) May, 1937

$277,639

Type ol Seeurity

Common BtOCK. e v e e ccecccccaccaaae

Preferred St0CK. c v e cnuenn R

Certificate of participation, beneficlal
interest, &

Secured bonds

Debentures

Short-term notes

'$3,152,624
498

$3,153,122] $528,591!813,641,921

a Refers to securities to be issued in exchange for existing securities.
bﬂRenresems actual market value or 1-3 of face value where market was not.
avalilable. '

—————er
119, Decrease Noted in Bank Debits

Debits to individual accounts, as reported by banks in
leading cities for the week ended June 15, aggregated
$8,629,000,000, or 2% above the total reported for the
preceding week and 11% below the total for the correspond-
ing week of last year.

Aggregate debits for the 141 cities for which a separate
total has been maintained since January, 1919, amounted to
$8,010,000,000 compared with $7,835,000,000 the preceding
week and $8,872,000,000 the week ended June 16 of last
year. These figures are as reported on June 20 by the
Board of Governors of the Federal Reserve System:

SUMMARY BY FEDERAL RESERVE DISTRICTS

Week Ended
June 8, 1938

Number
of Centers|
Included| June 15, 1938

Federal Reserve District
June 16, 1937

$545,702,000
4,392,805,000
443,087,000
642,262,000
317,948,000
232,196,000
1,376,130,000
266,881,000
163,063,000
314,549,000
193,137,000 215,631,000
613,976,000| 562,130,000 732,516,000

$8,628,566,0001$8.453,721,0001$9,642,770,000
—_—

Outstanding Loans and Discounts of Federal Inter-
mediate Credit Banks Totaled $244,113,000 on
June 1, Reports FCA—Highest Since Organization
of Banks in 1923

Outstanding loans and discounts of the 12 Federal Inter-

mediate Credit banks, amounting to $244,113,000 on June 1,

were at an all-time peak since the organization of the banks

in 1923, Intermediate Credit Commissioner George Brennan
of the Farm Credit Administration said on June 21. An

£433,187,000
4,325,444,000
413,684,000
449,135,000
277,307,000
207,814,000
1,100,230,000
209,348,000
139,155,000
266,149,000

$420,645,000
4,192,254,000|

DOENBARD N

“announcement by the FCA went on to say:

The amount of credit outstanding to farmers’ production credit associa-
tions and other institutions borrowing for production purposes from the
12 banks showed a $6,772,000 increase during May and at the end of the
month was $38,840,000 higher than at the same date last year.
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Loans and discounts at the recent date were as follows: Production
credit associations, $175,520,000; privately capitalized financing institu-
tions, $41,312,000; banks for cooperatives, $26,626,000; farmers’ coopera-
tive marketing and purchasing associations, $655,000.

e

Offering of $41,600,000 1-Year 19, Consolidated Deben-
tures of Federal Home Loan Banks—Largest Offer-
ing Undertaken—Issue Over-subscribed

The offering of a new issue of $41,500,000 of one-year, 1%
consolidated debentures, Series E, of the Federal Home Loan
Banks, due July 1, 1939, was announced on June 21 by
Preston Delano, Governor of the Federal Home Loan Bank
System. The issue is the largest offering of debertures so
far made by the Home Loan Banks. The debentures are
priced at 100 9-16, to yield approximately 0.435%.

Everett Smith, financial representative of the banks, an-
nounced on June 22 that the books to the offering were closed
they same day the debentures were offered (June 21) follow-
ing a ‘“‘substantial over-subscription for the issue.”

In commenting on the over-subseription, Mr. Delano,
Governor of the FHLBS, asserted:

The heavy oveérsubscription which met today's offering of $41,500,000
consolidated debentures of the Federal Home Loan Banks at an interest
rate of less than 34 of 1% reflects public recognition of the strong current
financial position of the Bank System as well as the abundance of funds
seeking invstment,

& This financing represents the fifth public offering made by
the Banks, which had $76,500,000 of debentures outstanding
on May 31. According to a statement by Mr. Delano, the
major purpose of the new issue is to refund $28,000,000 of
114 % debentures maturing July 1. His statement continued:
} The 12 Federal Home Loan Banks today are in the strongest financial
position which they have yet attained in preparation for the needs of their
members in providing ample resources for private home financing and con-
struction. - Of their total consolidated resources of $263,768,738, more than
29% is represented by holdings of cash, United States Government bonds
and securities guaranteed by the United States. These quick assets ag-
gregate $76,048,035, of which $38,596,257 is in cash.

Outstanding loans advanced by the banks to their member institutions

amounted to $186,509,821 on May 31, 1938. Of the present outstanding
loans, $42,427,046 is represented by short term advances due and payable
within one year. On the remainder, amortized over a 10-year period,
installments amounting to $15,709,007 are due within 12 months.
[k The debentures offered today are the joint and several obligations of the
12 Federal Home Loan Banks and are further secured by the assets of bor-
rowing member savings and loan associations. On May 31, 1938 there
were 3,949 member institutions of the System, the majority of which are
local home financing institutions of the savings and loan type, while the
remainder are mututal savings banks and life insurance companies.

Consolidated debentures of the Federal Home Loan Banks are legal for
investment by savings banks, insurance companies, trustees and fiduciaries
under the laws of New York, California, New Jersey, Pennsylyania, Ver-
mont and many other States, They are exempt, except as to surtaxes,
estate, inheritance and gift taxes, from all Federal, State, municipal and
local taxation.

P SE——

Reduced Interest Rates on Federal Land Bank and
Land Bank Commissioner Loans to Apply to all
Interest Paid Before July 1, 1940

The temporarily reduced interest rates on Federal land
bank and Land Bank Commissioner loans, authorized by
action of Congress, will apply to all interest payable prior to
July 1, 1940, Albert S. Goss, Land Bank Commissioner of the
Farm Credit Administration, said on June 16. On most
Federal land bank loans through national farm loan asso-
ciations the temporarily reduced rate will be 3149, a year,
and for loans made direétly from the banks, 49%. On
Land Bank Commissioner loans the temporarily reduced rate
will also be 49,. The Commissioner added:

That under the law as now amended both land bank and Commissioner
borrowers, beginning July 1, 1940, will resume interest payments at the
contract interest rates at which their loans were originally made. At
present, with a few exceptions, the contract interest rate on new Federal
land bank loans now being made through associations is 4% , and 414%, for
direct loans, The contract interest rate on all Commissioner loans is 5% .

The Commissioner said the reduced interest rates will apply for the stated
period on approximately 630,000 Federal land bank loans now outstanding
in the amount of $2,025,000,080, and about 450,000 Land Bank Com-
missioner loans aggregating nearly $800,000,000.

The Eassa.ge by Congress over President Roosevelt’s veto,
of the bill extending for two years reduced interest rates on

Federal Land Bank Loans was noted in our issue of June 18,

page, 3885. ) $
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Banks in Trenton, N. J., to Close on Saturdays in July
and August Under New State Law—Investment
Houses Also Plan Saturday Closing
In compliance with the law approved by the New Jersey
Legislature and signed by Governor Moore on April 28
making Saturdays in July and August legal holidays for
benking purposes, the Trenton Clearing House Association
voted on June 14 to close Trenton banks on the Saturdays
indicated. The new law sponsored by Northern New
Jersey banking institutions, is said to have met with objec-
tions of resort and small town bankers who declared that
Saturday closing would interfere with their business.
J. Fisher Anderson, Counsel of the New Jersey Bankers
" Association, has advised that banks in communities having a
large foreign population should have unity of action about
transacting business on Saturdays in July and August,
according to the Newark “News” of June 18, which added:

&
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The advice is given in letters received today by members of the associa-
tion. The letters were sent by Armitt H. Coate of Moorestown, Secretary
of the association. Mr. Anderson gave the advice as a result of the varied
policies of banks on observing the law which authorizes the institutions to
observe as holidays the Saturdays in the two months.

Mr. Anderson suggested that unity of action was desirable in the com-
munities with large foreign populations ‘‘because if one or more banks re-
main open and one or more banks close rumors may start which might
result in runs on the banks."

Cites Function

Under the law banks cannot clear exchanges or certify checks on the
holidays, but they are not compelled to close on these days, Mr. Anderson
advised, because, in his opinion the banks that remain open may receive
cash for deposits, receive checks for collection and credit, pay checks drawn
by depositors to their own order and exercise trust and agency functions.
To those unwilling to risk the correctness of personal withdrawals Mr,
Anderson suggests the taking of receipts.

Mr. Anderson says a serious question is presented with respect to safe
deposit vaults operated by the banking institution and not by a separate
corporation. The banks that decide to transact no business on the holidays
are advised by Mr. Anderson to examine contracts with renters because
there is danger of damage suits for non-access to the vaults unless the
rental contracts can be changed by notice.

The opinion, Mr. Anderson says, is applicable to all banks, State and
National,

A group of Newark, N. J. investment houses announced
yesterday (June 24) that they will close their offices on
Saturdays during the summer months of July and August
this year. In agreeing to close on Saturdays in these months,
it was stated, the firms are following the action taken by the
Newark Clearing House banks and savings banks.

— e

New Offering of $100,000,000 of 91-Day Treasury Bills—
To Be Dated June 29, 1938

On June 23 announcement was made by Secretary of the
Treasury Henry Morgenthau Jr. of a new offering of 91-day
Treasury bills to the aggregate amount of $100,000,000, or
thereabouts. The tenders to the new offering will be re-
ceived at the Federal Reserve banks, or the branches thereof,
up to 2 p. m., Eastern Standard Time, Monday, June 27.
Bids will not be received at the Treasury Department,
Washington.

The Treasury bills will be sold on a discount basis to the
highest bidders. They will be dated June 29, 1938 and will
mature on Sept. 28, 1938; on the maturity date the face
amount of the bills will be payable without interest. There
is a maturity of two issues of Treasury bills on June 29 in
amount of $50,116,000 and $100,097,000. In his announce-
ment of June 23, bearing on the new offering of Treasury
bills, Secretary Morgenthau stated:

They (the bills) will be issued in bearer from only, and in amounts or
denominations’ of $1,000, $10,000, $100,000, $500,000 and $1,000,000
(maturity value).

No tender for an amount less than $1,000 will be considered. Each
tender must be in multiples of $1,000. The price offered must be expressed
on the basis of 100, with not more than three decimal places, e. g., 99.125.
Fractions must not be used.

Tenders will be accepted without cash deposit from incorporated banks
and trust companies and from responsible and recognized dealers in invest-
ment insecurities, Tenders from others must be accompanied by a deposit
of 10% of the face amount of Treasury bills applied for, unless the tenders
are accompanied by an express guaranty of payment by an incorporated
bank or trust company.

" Immediately after the closing hour for receipt of tenders on June 27,
- 1938, 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 will follow as soon as possible thereafter, probably on the
following morning. The Secretary of the Treasury expressly reserves the
right to reject any or all tenders or parts of tenders, and to allot less than
the amount applied for, and his action in any such respect shall be final.
Those submitting tenders will be advised of the acceptance or rejection
thereof. Payment at the price offered for Treasury bills allotted must be
must be made at the Federal Reserve banks in cash or other immediately
available funds on June 29, 1938.

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. (Attention is invited to
Treasury Decision 4550, ruling that Treasury bills are not exempt from
the gift tax.) No loss from the sale or other disposition of the Treasury
bills shall be allowed as & deduction, or otherwise recognized, for the pur~
pose of 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
prescribe the terms of the Treasury bills and govern the condition of their
issue.

——

$4,899,260 of Government Securities Sold by Treasury
During May

Market transactions in Government securities for Treasury
investment accounts in May, 1938, resulted in net sales of
$4,899,250, Secretary of the Treasury Henry Morgenthau Jre,
announced on June 15. This compares with net purchases
during April of $2,480,250.

The following tabulation shows the Treasury’s transac-
tions in Government securities, by months, since the be-
ginning of 1937:

- $3,716,000 purchased

2,000,050 purchased
15,351,100 sold

$14,363,300 purghased
5,701,800 purchased
119,553,000 purchased
11,856,500 purchased
3,853,550 purchased
24,370,400 purchased
4,812,050 purchased
12,510,000 purchased
8.900,000 purchased

2,480,250 purchased

Seurlxztember. RTINS, 4,899,250 sold
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$428,614,000 Received to Offering of $100,000,000 of
91-Day Treasury Bills Dated June 22—$101,160,000
Accepted at New Low Rate of 0.016%,
Announcement that bids of $428,614,000 has been re-
ceived to the offering of $100,000,000 or thereabouts of
91-day Treasury bills, dated June 22 and maturing Sept. 21,
1938, was made on June 20 by Henry Morgenthau Jr.,
Secretary of the Treasury. The average price of 0.016%, set
a new low record of cost to the Government for the three-
montlis’ Treasury bills and compares with an average price
of 0.027d% for the previous offering of bills dated June 15.
The tenders to the offering were received up to 2 p. m.,
Eastern Standard Time, June 20 at the Federal Reserve banks
and the branches thereof. Of the tenders received, Secretary
Morgenthau said, $101,150,000 were accepted. Reference
to the offering of bills was made in our issue of June 18,
page 3883. g :
The following is from Secretary Morgenthau’s announce-
ment of June 20:
Total applied for, $428,614,000
Rall{lfeh of acceptef}(%dﬂoz
3 99.996; equivalent rate approximately 0.016%.

Average price, 99.996; equivalent rate approximately 0.016%.
(69% of the amount bid for at the low price was accepted.) :

o

President Roosevelt Given Check for $1,010,000 for
National Foundation for Infantile Paralysis—Fund
Raised from President’s Birthday Celebrations

President Roosevelt received a cheek for $1,010,000 on
June 21 at his home in Hyde Park, N. Y., for the benefit of
the National Foundation for Infantile Paralysis. This was

the amount raised by more than 8,000 communities which
articipated in the celebration of the President’s birthday
ast Jan. 30. The check was presented to the President by
Keith Morgan, Chairman of the President’s Birthday
Celebration Committee in the presence of other members of
the Foundation’s campaign committee, among them:
Basil O’Connor, of New York, President of the Foundation;
George Allen, Commissioner of the District of Columbia;
Fred J. Fisher, of Detroit; W. Averill Harriman, of New
York; Nicholas M. Schenck, of Hollywood; S. Clay Williams,
of Winston-Salem, N. C., and Leroy W. Hubbard, former
chief surgeon of the Warm Springs (Ga.) Foundation.
President Roosevelt endorsed the check and handed it to
Mr. O’Connor, who outlined the President’s plans for the
Foundation. Mr. O’Connor announced that special com-
mittees had been selected for the Foundation’s program,
viz.: General Advisory Committee, Committee on Scientific
Research, Committee on Public Heaith, Committee on
Education and a Committee on Treatment of After-Effects.

————

Rumbrs of Forthcoming Dollar Devaluation Denied by
President Roosevelt, Secretary Morgenthau and
Joseph P, Kennedy

Further denials were made this week by leading Govern-
ment officials that the United States is contemplating dollar

devaluation at this time. Secretary of the Treasury Morgen-
thau on June 20 made a formal announcement that dollar
devaluation was not contemplated. On the same day
Joseph P. Kennedy, United States Ambassador to Great
Britain, who arrived in New York on the liner Queen Mary,
‘denied knowledge of any plans for currency devaluation.
President Roosevelt, at a press conference on June 14, said
that the Administration plans no further dollar devaluation
in the near future. A Washington dispatch of June 14 to
ghﬁ) New York “Times” reported the President’s remarks as
ollows:

Apparently amused at the recurrence of an inquiry concerning rumored
Adminisnratlon' plans to devalue the dollar further, the President asked
whether the rumor came this time from London, Amsterdam, Paris or
‘Wall Street. Then he said that the answer was the same as on past oc-
casions when he had replied in the negative.

A Washington dispatch of June 20 (by J. Fred Essary)
to the Baltim.re “‘Sun”” quoted Mr. Morgenthau:

Henry Morgenthau Jr., Secretary of the Treasury, made an open and
formal announcement that no such thing was in contemplation, nor has
it been under consideration here.

This announcement was made to dissipate ceaseless rumors that the
President was soon to make a radical change in this Government's currency
policy involving the gold content of the dollar.

Would Curb Gold Speculations

It was made also to put all interested nations on notice against specula-
tions in gold, particularly Great Britain where the buying of gold stocks has
been heaviest.

It was reported in the domestic as well as in foreign markets that the
gold content of the dollar probably would be reduced to as little as 50 cents.
It stands now at 59 cents. ’

Not only that, banking interests seemed to have information that this
change in financial policy would come within a week of the adjournment
of Congress and was so timed in order to avoid Congressional repercussions.

Formal Denial Issued
Ten days ago at a press conference the President waved aside a question
about this matter as though it were of no consequence. And Mr. Morgen-
‘thau himself informally denied that devaluation was being considered.
But these denials were unconvincing. The foreign exchange markets have
continued to be disturbed, and gold buying has gone ahead on an expanding
scale. Today Mr, Morgenthau at his press conference said:

Total accepted, $101,150,000

I now issue a complete and formal denial that there is about to be any .

further devaluation of the dollar.

Chronicle
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Called Speculator Device
At the same time Mr. Morgenthau pointed out that this agitation over
the dollar is a speculator’s device, pure and simple, adding that in due time
the “‘suckers” will find this out. ’

The New York “Journal of Commeree’ of June 21 quoted
Mr. Kennedy as follows: )

In discussing the rumors that currency devaluation is planned, the Am-
bassador argued that it would be useless and that the governmental au-
thorities appreciate the fact. et

“If the United States should devalue then England, France and every
other country would devalue and all the advantages would be lost,” he
said. “It seems to me that the day of devices is gone.

“I don't know what good devaluation would be to the United States or
England. After all the price of gold went up a great deal more than the
price of some commodities.”

The Ambassador said that he did not think there will be a war this
year, but, on questioning, did not extend his prediction. He spoke with
qualified optimism on the possibility of reducing armaments. Before there
can be any discussion of limitation, he said, proponents must prepare clear
and specified ideas on what can be limited.

On June 23 Secretary Morgenthau at his press conference
was reported as indicatin that he did not intend to reply to
criticisms this week by the Committee for the Nation re-
specting his views on dollar devaluation.

PSR-

President Roosevelt Returns to Washington After
Visit to Massachusetts and Hyde Park, N. Y.—
Executive Signs Lending-Spending Bill—Says Busi-
ness Is Better Than Many Realize

President Roosevelt Returned to Washington yesterday
(June 24) after spending several days at his home in Hyde
Park, N. Y. Last night the President was scheduled to
deliver a “fireside’”” address on the state of business and indus-
try over a nation-wide radio hook-up. In a press conference
at Hyde Park on June 21, Mr. Roosevelt said that govern-
mental figures on the actual national income for 1937 and
the estimated national income for 1938 show that business
is not so bad and has not been so bad as many people believe
it to be. The President arrived in Hyde Park on June 20
on board the government yacht Potomae, in which he left
Massachusetts waters June 19 after having attended on
June 18 the marriage of his youngest son, John, and Miss
Anne Lindsay Clark, at Nahant, Mass.

United Press advices of June 21 from Hyde Park reported
the remarks made by Mr. Roosevelt at his press conference
on that date as follows:

President Roosevelt tonight announced that he had signed the lending-
spending bill, providing more millions for recovery, and at the same time
indicated business was not as bad as some people think and that it was
getting better.

The Chief Executive departed from traditional White House rule and
permitted correspondents to quote him directly on business.

He summed up the situation in these words:

““There have been a few raindrops coming from the heavens that probably
will be followed by much-needed showers.” ;

Hisreply was in response to a question as to whether the general economic
picture is showing signs of improvement.

The President also revealed during the course of his remarks that he will
broadcast to tne Nation from Washington Friday night at 9:30 (Eastern
Standard Time). The topic will be general, he said, but it was assumed
that he will explain more fully the new lending-spending program and sum
up for his listeners on the general status of domestic economic conditions.

Earlier he read figures revealing that estimates of national income for
the first three months of 1938 pointed to a year that will be slightly in excess
of $60,000,000,000, as against 79.8 for 1937.

He cited Jne first quaster figures as a definite improvement over what
the Government had been working on, which, he said, was an estimated
national income of $55,000,000,000 for 1938.

Then he observed that business was not and has not been as bad as
a lot of people believed it to be, adding that he was speaking in terms not
only of industry but of agriculture as well,

At this juncture Mr. Roosevelt told newspapermen that he had signed
the new recovery measure by which the Government recognizes that
economic and social welfare go nand in hand.

The bill, the President explained, as he read from a rough draft of notes,
covers both forms of welfare and permits the program to get under way
immediately, with a large amount of money to be spent for many different
forms of assistance, not only to the unemployed and for getting wages out,
but also in agriculture, industry and to business.

He pointed out that it would be carried out on the principle of Federal
participation in partnership with State and local agencies—almost wholly
a partnership basis. Practically, he declared, all Works Progress Adminis-
tration work is that, a:l Public Works Administration is that. It is, he
emphasized, a partnership bill,

Tracing the history of PWA, the President recalled that it was created
as an experiment in 1933 and tnat its power was recognized but that Gov-
ernment experts had not measured its power at that time.

Since then, he said, the Administration has been measuring its merits
and two things have been discovered, first, that cities and other public
bodies still need a very large volume of permanent improvements and that
they are glad to and able to assess themselves for more than half the total .
cost of these improvements by going into partnership with the Federal
Government.

Secondly, ne asserted that the Government knew that on these PWA
projects for every worker on the project site who works one day, two and
a half otner workers are given work in mines, mills, forests and transpor-
tation.

Another illustration, he said, was that 36 cents out of every dollar goes to
the construction payroll on the job and 64 cents for producing and fabricat-
ing materials, usually at distant points.

The President then went on to say that in the five years of PWA tnere
have been added over the entire country 25,000 useful projects, releasing
thereby to industry for the purchase of materials more than $2,000,000,000.

Mr. Roosevelt said that, subject to the signing of the bill, he had in the
past three weeks been approving projects and that his final O, K. would
release them immediately.

Dirt will fly, he said, in almost every case within the next 60 days, the
minimum possible time. The two months' period must be allowed. he
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explained, because of provisions of the law, wnich call for the advertising
of bids and filing of contract bonds. i

The approved allocations run above $300,000, it is understood, and Mr.
Roosevelt indicated tnat the rest of the available money, or at least a good
deal of it, would be allocated tnis week or before he departs for the West
next month.

He emphasized, moreover, that the same thing about partnership holds
true on all other appropriations, such as WPA, which he said now is in gear
and ready to go ahead-July 1. These projects, he added, would take care,
as far as the Government possibly can, of all the employable unemployed.

Under the terms of the bill $1,425,000,000, together witn certain balances,
is appropriated for work relief and direct relief, of whicn amount not more
than $25,000,000 can be allocated by the President for direct relief. The
money can be apportioned over an eight-monti period except upon the
occurrence of some extraordinary emergency, when apportionmencs can
be over a seven-month period.

Title II of the bill calls for an appropriation of $965,000,000 for PWA..

In discussing legislative affairs generally, Mr. Roosevelt found time to
take exception to some news stories which referred to the last Congress as a
$13,000,000.000 Congress. Such is not the case, he admonished newspaper-
men, with the remark that in the total huge sums were authorized but no
appropriations made.

The President said that he was well up on the work he inherited in the
closing days of the session, but said that there still remain 347 bills to be
acted upon. Ten of those measures are at Hyde Park and the remainder
are in Washington.

To date, and embracing the entire session, Mr. Roosevelt declared he
has signed 560 bills, vetoed 23, one became a law without his signature, and
one was passed over his veto. :

Sl
Bill Amending Merchant Marine Act Signed by
President Roosevelt

Amendments to the Merchant Marine Act of 1936 were
enacted into law this week with the signing by President
Roosevelt announced June 23) of the bill embodying changes
in the Aet. The newly enacted measure (known as the
Copeland-Bland bill) was passed on April 28 by the House
and on May 11 by the Senate—Differences between the House
and Senate bills were adjusted in conference; approval of the
conference report was recorded by the House on June 11,
and on June 13 the Senate adopted the report.

It was noted in advices June 23 from Hyde Park to the
New York ‘“Journal of Commerce” that the new law will
broaden the authority of the Maritime Commission to aid
privately owned American shipping in foreign trade and add
to its regulating powers over vessels in domestic trade.

——
President Roosevelt Signs Bill Appropriating $375,~
000,000 for Flood Control—Measure Passed by
Congress Before Adjournment

Announcement was made on June 20 of the signing by
President Roosevelt at Hyde Park, N. Y., of a bill passed
by Congress in the closing days of the recent session of
Congress authorizing expenditures of $375,000,000 for flood
control. The House passed the bill on May 19, while the
Senate, after amending it, passed it on June 9. In confer-
ence the differences between the two bills were adjusted,
and the conference report was accepted by the House on
June 14 by a vote of 226 to 4, while the Senate adopted the
report on June 15 by a vote of 51 to 31. As to the final
action, advices by Ralph L. Cherry from Washington,
June 15, to the New York “Journal of Commerce” said:

Most observers thought that it wowid have been possible for sine die
adjournment to have been brought about tonight had not the leadership
encountered an unexpected filibuster in the Senate against adoption of
the conference report on the flood control bill.  Conservatives of the
Senate sought for eight and one-half hours to block acceptance of the
rcport, but they went down to defeat finally on a roll-call vote of 51 to 32.

Cause of Dispute

Chief objection to the measure was a provision giving the Federal Gov- -

ernment full title to lands involved in construction of reservoirs and dams.
The contention was that this would be a violation of the rights of affected
States.

In its Washington account, June 9, the New York “Times”
stated:

The total amount of the Flood Control bill was raised from the $375,-
000,000 voted by the House to $376,700,000 by adoption on an amendment
sponsored by Senator Gecrge to provide for work on the Savannah River.

The more important amendments adopted by the Senate involved ques-
tions of principle and control rather than allocation of funds. There were
three changes of this sort.

On motion by Senator Barkley the bill was amended to leave control
over power projects in the Federal Power Commission instead of with the
Corps of Army Engineers as the House bill provided.

Senator Norris put through an amendment, similar to one he inserted
yesterday in the flood control bill, which restricted the War Department
to flood control functions instead of authorizing it to exercise control over
“allied purposes.” - Senator Norris expressed a fear that the blanket
authority might eventually yut power developments such as the Tennessee
Valley Authority or the work at Bonneville under supervision of the War
Department.

Another amendment sponsored by Senator Barkley extended the benefits,
now granted communities in relation to construction of dams and large
works in which the Federal Government reimburses communities up to 70%
of the cost of land and rights-of-way, to the cost of relocating highways,

railroads and public utilities, and to smaller operations such as ditching.

Referring to the action of the conferees, the “Wall Street
Journal” of June 14 reported, in part, as follows from its
Washington bureau :

An expansion of the Administration’s hydro-electric program to permit
power development of new flood control projects was approved by confer-
ence committees of the, Senate and House yesterday as part of their final
agreement on a bill authoribing expenditures of $375,000,000 on floor
control work. . . . Senator Copeland . . . and Senator Gibson
filed a minority report charging that the bill surrenders title to natural
resources to the Federal Government.
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Inclusion of flood control,projects in the Administration’s hydro-electric
program was accomplished by approval of Senate amendments offered by
Majority Leader Barkley which reversed the long-standing principle of
State and local participation in flood control work. The Barkley amend-
ments authorize the Federal Government to pay the entire construction

® cost of projects authorized in the present bill and in the 1936 Flood

Control Act. The government would assume full title and rights of
ownership to these projects and could develop them as it chose.
Facilities for Possible Future Use

The amendments require that there shall be installed in any of the dams
authorized in the bill facilities “for possible use in development of hydro-
electric power” when approved by the Secretary of War on the ;ecommenda-
tion of the Chief of Army Engineers and the Federal Power Commission.

The ‘provision for full Federal ownership of flood control projects has
been fought by New England interests as an invasion of States’ rights.

In their' minority report, Senators Copeland and Gibson said:

“We believe it threatens every vestige of State control; . . . it
changes a weli-defined policy of cooperation; it has not been studied and
no hearings have been held.”

Local and regional problems should be handled by the States directly
concerned in cooperation with the Federal Government, they declared.

The bill approved by the conferees likewise provides for reimbursement
to States or political subdivisions for their expenditures for land, ease-
ment or rights of way on projects begun under the 1928 and 1936 flood
control Dbills.

Incidental Costs Are Included

Cost of relocating and reconstructing highways, railroads and other
utilities would be considered part of the construction cost to be.paid for
by the government.

The bill, as agreed on in conference, would also establish the new
principle of making the Secretary of Agriculture' responsible for investiga-
tions of watersheds and measures for soil erosion preventing on water-
sheds, leaving to the Secretary of War jurisdiction over investigations and
improvements of rivers for flood control and allied purposes. '

Senator Copeland said he interpreted the Barkley amendments to allow
the Federal Government to proceed to build power facilities at any time
on any flood control project built under the authority of either the 1936
or the present flood control measure, He also said he considered that
this bill superseded the Connecticut River Compact which has been held
up in Congress because of a dispute about the authority of States over
dams and reservoirs which would be constructed in the Connecticut River
Valley under the compact.

PSS < S A A

President Roosevelt Signs Chandler-O’Mahoney Ban}x-
? ruptcy Bill—SEC Empowered to Intervene in
Corporate Reorganizations

The signing by President Roosevelt at Hyde Park, New
York, of the Chandler-O’Mahoney bill, which provides
for a general revision of the Federal bankruptey laws, was
announced on June 23. The adoption of the bill by Congress
was noted in our issue of June 18, page 3887. From United
Press accounts from Hyde Park June 23 we quote.

The bill, drafted by Representative Walter Chandler (Dem., Tenn.)
gives the Securities and Exchange Commission the right to intervene in
corporate reorganizations to protect the interests of stockholders and other
investors.

Another major revision in the law permits wage earners to avoid gar-
nishments, executions and high court costs by amortizing their debts over
a period of years, with a bankruptcy court administering the funds taken
from their earnings to pay the debts.

In corporate reorganizations, where the schedule of indebtedness exceeds
$3,000,000, the bankruptcy Judge under the new law must refer reorgani-
zation plans to the SEC for examination and report. Where the amounts
involved are less than $3,000,000 the judge may in his discretion refer to
the SEC any plans for reorganization of the company.

‘When requestéd to intervene to protect tne public interest, United States
attorneys must participate in the proceedings and protect the interests of
the investors.

One innovation provides for creation of creditors’ committees, given offi~
cial standing, to aid in working out reorganizations.

The law requires appointment of “disinterested trustees” in all cases
wnere the debtor’s liabilities are $250,000 or more, and tightens enforce-
ment of criminal provisions of the bankruptcy law.

—_————————

Signing by President Roosevelt of Bill Creating Civil
Aeronautics Authority 2
The signature of President Roosevelt has been affixed to
the bill ereating a Civil Aeronauties Authority according to
press advices June 23 from Hyde Park, N. Y., where the
President has been during the dpast week. A conference
report on the bill was approved by Congress just before
adIJ)'ourmnent——the House having agreed to the repﬁat ﬁ%x;
T

June 11, while the Senate adopted it on June 13.
Congressional action on the bill was reported in these columns

May 21, page 3273. In the House on June 11 Representative
Lea, one of the sponsors of the bill, observed that one of the
principal controversies between the House and Senate was
with respect to how many members should constitute the
Authority under the bill. He added that “the Senate in-
sisted on five and the House provision provides for three.

The House confrees yielded to the Senate, and the con-
ference report as now presented provides for an Authority
of five members”—In advices from Hyde Park June 23 the
United Press said: : ‘

The aeronautics bill calls for an administrator at $12,000 annually and
five commissioners at the same salary who will be charged with promotion
and development of civil aviation as well as its regulation.

Al air lines have 120 days to obtain certificates of operation. The com-
mission will have power to approve mergers, consolidations, interlocking
directorates. Rates for passengers, express and air mail also will be subject
to approval.

In effect, the Commission’s powers over aviation will be not unlike tnose
of tne Interstate Commerce Commission over tne country’s railroads.

The Administrator, it is understood, will carry out the
executive or administrative functions, while the Civil Aero-
nautics Authority will be a quasi-judicial body to determine
rates and practices, &c.
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President Roosevelt Signs Resolution Fixing Acreage
Allotment for Wheat for 1939 at Not Less Than
656,000,000 Acres

It was made known on June 20 that President Roosevelt
had signed the joint resolution prescribing acreage allot-
ments for wheat for 1939, making the alllotment not less
than 55,000,000 acres for the year indicated. The resolution
was adopted both by the Senate and House on June 13, as
indicated in our issue of a week ago, page 3886, As adopted,
the resolution reads: ; ¢

Resolved, &c., That Section 833 of the Agricultural Adjustment Act of

1938, as amended, is amended by adding at the end thereof a sentence to

tead as follows: “The national acreage allotment for wheat for 1939

shall be not less than 55,000,000 acres.”

It was noted in the Washington “Post” of June 14 that
the new legislation was prompted by the fact that provision
in the present Act would restrict farmers to 46,000,000 acres
next year, considered a too-drastic reduction from approXi-
mately 80,000,000 acres planted this year. The text of the
Agricultural Adjustment Act of 1938 was given in our issue
of I'eb. 26, page 1305.

Text of Measure Amending Agricultural Adjustment
Act of 1938 to Provide for Reallotment of ‘‘Frozen”
Cotton Acreage—Also Increases Tobacco Quotas

The signing (May 81) by President Roosevelt of a bill
amending the crop control law—Agricultural Adjustment

Act of 1938—was referred to in our June 4 issue, page 3598,

As stated therein, the measure to which President Roosevelt

affixed his signature, May 31, increases by 29 this year’s

national tobacco marketing quotas and provides for the .

redistribution of unused cotton acreage allotment. The text

of the measure signed May 31 follows:

[S. 3949]
AN ACT
To amend the Agricultural Adjustment Act of 1938

Be it enacted by the Senate and House of Representatives of the United
States of America in Congress assembled, That subsection (h) of Section 844
of the Agricultural Adjustment Act of 1938, as amended, is amended by
inserting, immediately after “Secretary” and before the colon, the follow-
ing: “and for the crop year 1938 any part of the acreage allotted to
individual farms in the State which it is determined, in accordance with
regulations prescribed by the Secretary, will not be planted to cotton in
the year for which the allotment is made, shall be deducted from the
allotments to such farms and may be apportioned, in amounts determined
by the Secretary to be fair and reasonable, preference being given to
farms in the same county receiving allotments which the Secretary deter-
mines are inadequate and not representative in view of the past production
of cotton and the acreage diverted from the production of cotton on such
farms under the agricultural conservation program in the immediately
preceding year: Provided, That any such transfer of allotment for 1938
shall not affect apportionment for any subsequent year.”

SEC. 2. (a) Section 813 (e) of the Agricultural Adjustment Act of
1938, as amended, is amended by striking out “2 per centum’’ and inserting
in lieu thereof ‘4 per centum.” .

(b) Section 313 of such Act, as amended, is amended by adding at the
end thereof the following:

“(f) Inthe case of fire-cured and dark air-cured and burley tobacco,
the national quota for 1938 is increased by a number fo pounds required
to provide for each State in addition to the State poundage allotment a
poundage not in excess of 2 per centum of the allotment which shall be
apportioned in amounts which the Secretary determines to be fair and
reasonable to farms in the State receiving allotments under this section
which the Secretary determines are inadequate in view of last production
of tobacco.

Approved, May 381, 1938.

The above measure was passed by the Senate on May 5
and by the House on May 20. The text of the Agricultural
Adjustment Act of 1938 was given in our issue of Feb. 26,
page 1305. Later a bill was passed by Congress and signed
by President Roosevelt on April 7 embodying a number of
amendments to the Act of 1938. That measure was referred
to in these columns April 9, page 2292, while its text ap-
peared on page 2619 of our April 16 issue, !

.

Agricultural Appropriation Bill Signed by
President Roosevelt b e kol

n=
o

Following the completion before adjournment of congres-
sional action on the Agriculture Department Appropriation
bill, President Roosevelt, it was made known on June 17,
signed the bill.

Final action on the bill was recorded on June 13, when the
Senate adopted the conference report on the measure; the

House accepted the conference report on June 10. In
earlier congressional action the House passed the bill on
April 19, while the Senate passed it in amended form on
May 9, the bill thereupon going to conference.
date of June 10 the New York “Times” reported the fol-
lowing from Washington:

‘With a record total of about $1,090,000,000, the measure carries for the
1938-39 fiscal year $745,790,279 in direct appropriations, $189,405,000 in
reappropriations from unexpended funds and $154,525,000 in permanent
appropriations.

The aggregate is $43,500,000 above the appropriation for the current
year and about $13,500,000 more than the budget recommended, but
s‘xlmost $25,000,000 below the bill that passed the Senate and went to con-

erence.

The House accepted Senate provisions setting aside $4,000,000 for the
construetion of four regional laboratories for agricultural experiment and
research, increasing the farm tenant loan fund from $15,000,000 to $25,-
000,000, and allotting $1,800,000 to holders of certificates of participation

_ in the 1933 cotton pool. b

Financial

® which charged farmers were being ‘‘regimented” and “‘coerced.”

Under |

Chronicle June 25, 1938

Indicating that the appropriations provided in the bill
are designed to finance control of production to aid farmers,.
United Press advices from Washington June 17 said:

Congress began consideration of the mew farm program at a special
session last November and finally passed it in February over opposition
K=

Seeretary of Agriculture Wallace defended the act as “the most con-
structive farm legislation ever enacted” and asserted it gave farmers a
“new charter of economic freedom.” T

Principal features of the program: -

(1) Subsidy payments to farmers planting within acreage limits estab-
lished by the Secretary of Agriculture.

(2) Imposition of marketing quotas limiting farm sales, subject to two-
thirds approval of growers.

(3) Federal loans on surpluses to growers who cooperate on acreage
limitations.

(4) Wheat insurance beginning in 1939.

(5) “Parity’ payments on cotton, wheat and corn.

The new act differs from the old soil conservation law principally in that
it gives the Secretary of Agriculture added power to regulate plantings and
marketings by rewarding cooperators and penalizing non-cooperators.

The bill authorized $500,000,000 for payment to farmers growing corn,
cotton, wheat, rice and tobacco for planting within allotted acreage and
conserving the soil on their farms.

Congress appropriated $175,000,000 for rural relief on Wallace's plea for
additional aid to farmers. The money will be spent during the next fiscal
year on direct relief grants and rehabilitation loans.

The recovery-relief bill provided an additional $212,000,000 to be dis-
bursed as parity payments to increase cash returns on corn, cotton and
wheat.

The agriculture appropriation bill carried more than $100,000,000 to be
expended as indirect aid to farmers through purchases of sub-marginal
lands, wind and water erosion control, experimental work and removalfof
surplus commodities. e

Farmers who plant within allotted acreages will receive benefit payments
ranging from $2 to $10 an acre. Deductions at five to 10 times the benefit.
rate will be made for each acre planted in excess of the allotment on each
farm. y

The act requires the Secretary of Agriculture to announce marketing
quotas—the amount which each farmer may market free of penalty—when-
ever the supply of cotton, corn, wheat, rice or tobacco exceeds demands
and threatens prices.

The quotas become operative on all growers of the affected commodity,
whether or not they have cooperated in other phases of the program, if
approved by two-thirds of the growers voting in a referendum.

Farmers who cooperate on acreage allotments are eligible for government
crop loans on stored surpluses at between 52 and 75% of parity. Non-
cooperators may obtain loans at 60% of the rate for cooperators only if
marketing quotas are in effect.

In order to spread the risks in wheat farming Congress created the $100,-
000,000 Federal Crop Insurance Corporation., Insurance is voluntary.

R

Resolution Passed by Senate Directing Campaign
Committee to Determine Whether Federal Funds
Have Been Expended in Influencing Electionsin
Primary Conventions—Mention of WPA Omitted

On June 16 the Senate agreed to a resolution appropriat-
ing $50,000 to undertake an inquiry to determine whether
any funds appropriated by Congress for any department or
agency of the Government have been spent to influence
votes to be cast in primary conventions or elections in 1938
at which a candidate for Senator is nominated or elected.

In advices June 16 from Washington to the New York
“Times” it was stated: ;

The resolution, as reported by the Committee on Audit and Control
and amended in detail by Senator O’Mahoney, represented a compromise
and a partial retreat from a proposal by Senator Tydings, original author
of a rtesolution for an investigation into charges that funds of the Works
Progress Administration are being used to influence the results of primary
contests and State elections.

As reported by the Senate Committee on Audit and Control, the inves-
tigating resolution carried only $10,000 to be added to the original general
fund of $30,000. Senator O’Mahoney introduced amendments adding $40,000
to the total and consolidating the two funds.

The resolution agreed to on June 16 (8. Res. 280) repre-
sented an amendment of a resolution (S. Res. 283) adopted
by the Senate on May 27 last, referred to in these columns
June 4, page 3598, authorizing a five-man senatorial inves-
tigation of campaign expenditures, “including the promise
or use of patronage and use of public. funds” in the influ-
encing of elections for the Senate. :

B

17.092 Bills Introduced During 756th Congress

Seventeen thousand ninety-two hundred bills and resolu-
tions were introduced during the Seventy-fifth Congress, but
only one out of ten became law said Associated Press accounts
from Washington June 18, which added:

P The others are now just so much waste power, because everything will
start from scratch when the new Congress opens in January,

In the Seventy-fourth Congress 1,722 new laws went on the statute books.
The total for the Seventy-fifth probably will be something more than 1,700.
The final number is indefinite, because some measures have not been acted
upon by President Roosevelt.

The first session of the Seventy-fifth wrote 899 laws, and the second five.
During the session just closed 850 more passed both houses and went to the
President. x

——eeee
Resolution to Inquire Into Radio Broadcasting In-
dustry Failed of Enactment at Recent Session of
Congress

A House resolution calling for an inquiry into the radio
broadcasting industry was rejected in the House on June 14
after it had been approved on June 11 by the House Rules
Committee. The latter’s action was taken following an
open hearing at which (said Washington advices that date

“to the New York “Times”) testimony was given by Frank
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McNinch, Chairman of the Federal Communications Com-
mission, and Norman Case, Eugene O. Sykes and Thad
Brown, members. The resolution was introduced by the
late Representative William Connery. It called for the
appointment by the Speaker of seven members of the House
to “investigate the allegations and charges that a monopoly
or monopolies exists in radio broadcasting alleged to be held
by the Columbia Broadcasting System, National Broadecast-
ing Co., Mutual Broadcasting System, or others.” In the
House, on June 14, the resolution was defeated, first by a
division vote of 209 to 55, and then a roll-call of 234 to 101
demanded by the Republicans. House action was indicated
in the following by John C. O'Brien from Washington to
the New York “Herald Tribune” on June 14:

Politics intervened at 8 o’clock and members fought for an hour and a
half over the Connery resolution for an investigation of the National,
Columbia and Mutual Broadcasting Companies. It was defeated by the
Democratic majority under Administration instruction to kill it to make
way for Mr. Roosevelt’s proposal for a broad inquiry in alleged monopoly
activities of all kinds.

—————e

Senate Fails to Act on So-Called ‘“Wire-Tapping”’
Bill After Amendment of Bill by House—Proposed
to Prohibit Use of Communication Facilities for
Criminal Purposes

A Dbill, drafted as an amendment to the Communications
Act of 1934, failed of enactment at the session of Congress
which adjourned a week ago. The bill passed the Senate
on May 18 without a record vote, and on June 15 the House
passed it after an amendment by the House Committee on
Interstate and Foreign Commerce had been inserted in the
measure. The bill was returned to the Senate for approval
of the change, but that body failed to act thereon before
adjournment. In an account from Washington, June 16,
the New York “Times” said:

There had been strong protests against the bill, and this morning Repre-
sentatives Eberharter of Pennsylvania and Wolcott of Michigan sought to
obtain its reconsideration under unanimous consent.

“This is the only thing we have done this year we should be ashamed
of,” said Mr, Eberharter.

“On the mere certification of a department head that a crime was
about to be committed,” he said, “agents of an executive department
could tap the wires of any citizen, including members of Congrses.” ’

He said that the measure did not provide any authority as to when the
certification was to be made or provide any review from a department
head’s decision.

Later,” when he had left the floor, Mr, Wolcott said that he believed the
bill was unconstitutional.

“It amounts to this,” he said. “It means that virtually a person can

be forced to testify against himself.”
The measure, which is generally termed the “wire-tap-
ping” bill, was designed, according to Representative Quinn,

“to authorize Federal law-enactment officers to intercept
wire and radio communications of so-called gangsters and
racketeers within limitations which will protect the right
of privacy of law-abiding citizens.” Representative Quinn,
according to the “Congressional Record,” also said:

The enactment of this legislation is mede necessary by the decision of
the Supreme Court of the United States on Dec. 20, 1937, in the case of
Nardone v. United States (U. S. 1937; 58 Sup. Ct. 275), holding that
Section 605 applies to Federal law-enforcement officers and to the use of
information obtained by such officers through the medium of interception
of communications. Prior to this decision it was not generally believed
that Section 605 applied to such officers, e

PRS- ~S—

Michigan Supreme Court Sustains 18567]Act Prohibiting
Individuals or Groups from Molesting Worker in
the Lawful Pursuit of His Vocation

The State Supreme Court at Lansing, Mich., upheld as
constitutional on June 8 a law enacted in 1857 prohibiting
‘individuals or groups from “molesting a worker in the
lawful pursuit of his vocation.” The decision was rendered
in an opinion affirming the conviction of Lester Washburn,
leader in Lansing’s city-wide labor holiday of June 7, 1937.
Mr. Washburn, now regional director of the United Auto-
mobile Workers, had been sentenced to pay a fine of $100
and $150 costs or serve 90 days in jail because a workman
was barred from his employment in the Capitol City Wreck-
ing Co. plant. Associated Press advices from Lansing,
Mich., of June 8 reported the case as follows:

The issuance of warrants for other pickets, including Mrs. Washburn,
in a strike that closed the wrecking company precipitated the holiday.
The warrant for Mr. Washburn was issued June 7, but his Justice Court
trial, followed by the appeal to Circuit Court, did not take place until
July 14. The offense with which he was charged occurred on June 4. . . .

Mr, Washburn also argued that the statute under which he was sentenced
was unenforceable “because it violates the State and Federal Constitu-
tions as to class legislation and as to civil rights granted by said
constitutions.”

“This claim is without merit,” the Supreme Court held in upholding
the Act’s constitutionality. “The Act is violative of no constitutional pro-
vision, State or Federal. It is a lawful enactment of the Legislature and
a proper exercige of the police power of the State.”

The Supreme Court reviewed testimony of witnesses, who said that on
June 4, 1937, Edward Evans, the complaining witness, and 10 other
wrecking company employees who sought access to the company’s plant
were turned back by 85 or.50 men armed with clubs, who emerged from a
crowd of 150 or 200 pickets and spectators., The testimony named Mr,
Washburn as the man in charge of the armed group, . . .

“It is not alleged,” the Supreme Court held, “that the defendant
directly interfered with the lawful avocation of the complaining witness,
Edward Evans. The theory of the prosecution proceeds upon the premise
that Mr. Waghburn, not being present at the time Mr. Evane was prevented
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from working, was a principal in said offense as one who ‘procures,
counsels, aids or abets’ in the commission of an offense.

“The conclusion is inescapable that the defendant aided and abetted
in preventing Mr. Evans from engaging in his lawful avocation.” . .. .,

Larry 8. Davidow, United Automobile Workers attorney,
on June 9 termed the decision unconstitutional and said
that “the matter is not going to stop there)” It was re-
ported that U. A. W. executives were planning a conference
on the advisability of carrying the case to the United States
Supreme Court.

—_—— .
Government Loses Suit Against Bethlehem]Steel Corp.
on Wartime Contract—Fails to Recover $25,316,000

A long-pending suit by the Federal Government to recover
$25,316,000 from the Bethlehem Steel Corp. as the result
of alleged exorbitant profits on World War contracts was
dismissed on June 3 by Federal Judge Oliver B. Dickinson
of Philadelphia.

According to advices (June 4) to the “Wall Street Jour-
nal” from the Philadelphia Financial Bureau, two decisions
were handed down by Judge Dickinson whereby the Bethle-
hem Steel Corp. and five of its subsidiaries will receive
from the government $5,661,154, with interest at 2% for
nearly 16 years, a total of some $7,250.000. This amounts
to more than $2.25 a share on the corporation’s common
stock. Appeal from Judge Dickinson’s decision, however,
is open to the government, said the advices to the “Wall
Street Journal,” which went on to say: 5

The suits arose out of ‘“‘war profits’”” totaling approximately $25,000,000
on ships built by Bethlehem and its subsidiaries for the government during
the war. The government sought to recover $19,654,856 already paid the
companies. The court, however, upholding the findings of Special Master
William Clark Mason two years ago, permitted Bethlehem and its subsidi-
aries to retain the profits already paid in and ordered the United States
Maritime Commission, successor to the Emergency Fleet Corporation, to
pay an additional $5,661,154 with interest from September, 1922.

The subgidiaries involved with the parent corporation are: Union Iron
Works, Harlan & Hollingsworth Corp., Samuel L. Moore & Sons Corp.,
Fore River Shipbuilding Co., and the Penn-Mary Steel Co.

; Suits in Progress Since 1924

The suits have been in progress since 1924, Discussing the matter in
its annual report for 1937, Bethlehem Steel said that no provision had been
made for an unfavorable decision, but added that the unpaid balance,
given in the report as $5,272,075, had not been taken up as profits.

In his decision Judge Dickinson sharply criticized the bonus type of
contract and Bethlehem Steel for ilaking advantage of the government’s
ship requirements during the World War,

Although he agreed with the government that Bethlehem profits for the
building of 66 ships at cost of $122,000,000 were enormous, Judge Dickin-
son decided the case i favor of Bethlehem because he said the terms of the
contract were known to the officials of the Emergency Flet Corporation
and there was no fraud or deceit and the court was bound to give a
decision on the provisions of the contract.

He refused also a request by government attorneys that he rule that
contractors on government work are limited to 10%. In the Bethlehem
cage they claimed the profits ran as high as 85% with a bonus included.

SIS . S

Representative Steagall Seeks “Liberalization” of
Banking Laws—Agreement Reported by Secretary
Morgenthau and Marriner S. Eccles on Bank
Examinations—Approval by State Supervisors

“Liberalization” of banking laws to ‘‘restore general con-
fidence’” was suggested on June 22 by Representative Henry
B. Steagall, Chairman of the House Banking Committee.
Meanwhile it was reported that Secretary of the Treasury
Morgenthau had persuaded Marriner S. Eeccles, Chairman
of the Federal Reserve Board, to accept the Secretary’s
point of view on details of a uniform bank examination
policy, as to which they had differences of opinion.

Mr. Steagall’s remarks were reported as follows in Asso
ciated Press Washington advices of June 22:

In the first place, he said, the Federal Deposit Insurance Corporation
should be permitted to insure individual accounts up to $10,000. The
present limit is $5,000.

“Then we should pass some kind of legislation which would restore to
banks generally their proper lending function, possibly through revision
of reserve requirements,” he said. ‘“We need to do something to make
banking safer and its facilities more readily available for everybody's use,
And we should simplify bank examinations and control so as to end petty
quarrels that have arisen over procedure.’”

Representative Steagall declined to comment on recent  differences
between Henry Morgenthau Jr., Secretary of the Treasury, and the Federal
Reserve Board over the form of such examinations. The Board and the
Treasury reached an agreement last night, but details were not made
pu‘t‘)gg;zks and the public generally are still suffering from the fear that arose
in the last depression and once that fear is removed, the country as a whole
will be better off,” Representative Steagall said.

He reaffirmed his faith in the ability of the Reserve Board to cope with
“any situation that may arise,” and expressed opposition to Congressional.
proposals that the Government take over the Federal Reserve System.

“Any one who thinks that the mere transfer of stock to the Government
would of itself accomplish substantial changes in the services rendered by
the system is in serious error,”” he said.

Representative Steagall predicted that raising the amount of insured
deposits to $10,000 would cause no additional Joss to the FDI€, whose losses
on $5,000 have been negligible.” He also said Congress should make certain
that no new banks be permitted to open in places where existing facilities
are adequate.

United Press Washington advices of June 22 discussed the
conference between Mr. Morgenthau and Mr. Eccles as
follows:

Unanimous agreement on an examination policy was reached late yester-
day after a two-hour conference of officials of the four Government agencies
dealing with banking—the Comptroller of Currency, the Federal Deposit
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Insurance Corporation, the Federal Reserve Board and the Reconstruction
Finance Corporation. ’

The compromise, reached after Mr. Morgenthau had a d that he
would report to President Roosevelt tonight, even if an agreement had not
been reached, brought into focus two probable results of this week's
conferences, ' i

1. Banks have in prospect, for the first time in history, a standardized
procedure of bank examination under which the activities of the Comp-
troller, the FDIC and the Federal Reserve would be coordinated.

2. Present restrictions on bank lending may be liberalized in some degree
to permit a greater flow of capital to small business,

These prospective results followed several months of efforts which
produced public disgreement a few days ago between Becretary Morgenthau
and Chairman Eccles over the extent to which bank examination procedure
should be liberalized.

Mr. Eccles contended, in a letter to Senator Arthur Vandenberg, Re-
publican, of Michigan, that bank deposits should be fitted into a scheme
of monetary control, under which lending bars would be lowered in depressed
times to permit a greater flow of capital, and raised during prosperity to
‘prevent a boom. /

Mr. Morgenthau hinted that he believed Mr. Eccles’ plan would seriously
endanger the safety of funds placed in the custody of banks, and declared
that his proposal was in the interest of depositors. .

Mr. Eccles’ earlier views were reflected in a letter to
Senator Vandenberg, which was reported in the ““Chronicle’”
of June 18, page 3893.

Approval by the National. Association of Supervisors of
State banks of the agreement on bank examinations reached
by the Federal Government agencies was made known in a
communication to Secretary Morgenthau on June 23 from
William R. White, Superintendent of Banks of New York
and President of the association. In his advices to Mr.
Morgenthau Mr. White said:

“I have just received information from you of the agreement reached
yesterday by all Federal bank superviosry agencies relative to uniform
examinations. The program agreed upon is in accord with the one recently
recommended by the National Association of Supervisors of Sta.e Banks.
All essential details of the program as outlined to me have already been
considered and approved by State Bank Supervisors at district meetings
throughout the country,”

PR R S

Administration Speakers Describe Plans for Spending
Over $4,000,000,000 for Recovery—Radio Symposium
Lists Proposals to Stimulate Business—Secretary
Wallace Urges Increase in Farm Purchasing
Power—Other Addresses

Administration executives, speaking in a nation-wide
broadcast on June 19, described plans for starting business
recovery through spending over $4,000,000,000 in the Admin-
istration’s “pump-priming” program, following the enact-
ment of the “spending-lending bill” to effect recovery. The
plans were outlined by Secretary of Agriculture Wallace,
H. L. Hopkins, Director of the Works Progress Administra-
tion;.Nathan Straus, Administrator of the United States
Housmg Authority; Howard A. Gray, Acting Public Works
Administrator, and Brigadier-General John J. Kingman,
Acting Chief of the Army Engineers. - In his broadcast ad-
dress, Mr, Wallace said, in part:

I am confident that the funds for assistance of low-income farmers,
together with the parity payments for corn, wheat and cotton producers,
will contribute as much to national recovery and perhaps more than any
like amount of money in the Relief Act.

As an additional contribution to recovery, the Agricultural Adjustment
Administration will take full advantage of improvements made in operation
of the farm program to speed up distribution of 1938 soil conservation
payments to farmers. Every effort will be made to get these payments
together with the cotton price adjustment payments, going to farmers in
volume this summer and fall, In view of the fact that AAA payments
under the 1937 program have been running les§ than those a year ago,
the double prospect of larger payments and earlier distribution is a
recovery factor of first rate importance to agriculture, business and the
Nation.

Ever gince. 1920, and especially since 1930, American agriculture has
faced a desperate need to readjust itself to fit a new world which did not,
because it could not, pay the United States for our exports of surplus
products in the good old way. Neither our farmers nor our city people
have understood this situation. Perhaps 10 times as many people under-
stand it today as understood it 10 years ago, but we still have a long
way to go to see clearly the root of our farm problem and to recognize
fully the readjustments which etill must be made. Pending those adjust-
ments, the money available under the new Farm Act for 1938 and the
Relief bill will make possible a fairly good emergency job. If business
would only start producing as it knows how to produce, the market for
agricultural products would expand during the next year to a point which
would help the government amazingly in bringing about a solution of
the farm problem, :

Agriculture cannot do the job by itself. But farmers are in good
shape ‘under the new legislation to do their part. We should all be glad
that for those who otherwise would go pitiably hungry and ragged the
shock of the depression can now be broken. We should be glad for them
and for the Nation that we can now see a way open for recovery.

Some of the other addresses were summarized as follows
in a Washington dispatch of June 19 to the New York
“Times” :

Mr. Hopkins described what happened to the WPA dollar. The relief
bill places on him the responsibility of spending nearly a billion and a
half in the next eight months. :

“Who will get this money? What will it do, to or for, American business
in general ?”’ he asked.

“We know from our records of the past three years than $300,000,000
will go to buy materials, supplies and equipment, such as $100,000,000 for
cement, brick and similar things; $70,000,000 for iron and steel, trucks
and other machinery; $25,000,000 for lumber and lumber. products, and
$25,000,000 for textiles. ¢

“The added business through purchases of materials alone will give
indirect full-time private jobs to a quarter of a million workers, entirely
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apart from those on WPA rolls. They also will buy things
other jobs.”
Major Sum Direct to Workers

The biggest single item. in the WPA program, $1,825,000,000, will go
as direct pay to the workers, and Mr. Hopkins told what became of this
amount.

“The average WPA worker makes about $55 a month, some as low as
$30, and three dependents to support on it,” he said. ‘“‘Every cent of his
pay-check is needed, immediately, for the basic necessities of living.

“That is why we say the WPA dollar is the fastest moving dollar in
America. It swells the stream of American trade where it is needed most,
in the lowest stratum, so that the turnover is repeated the maximum num-
ber of times.”

The ‘WPA workerg’ dollars, Mr. Hopkins eaid, are distributed in the
following paths: About $515,000,000 for food, about $220,000,000 for
liousing, and another $150,000,000 for household operation, furniture, fuel,
gas, water and electricity.

The rest of the wages will go to a variety of things,” Mr. Hopkins said.
“Fifty millicns, for example, will go to doctors and dentists, $60,000,000
for street and bus fares. These figures are hard to grasp because of
their size.

“Tet us take the food bill of $515,000,000. That will be an average
of about $1,000 in trade for every one of the half a million food stores
in the Nation.”

Mr. Hopkins stressed the indirect return and remarked that many not
on relief were made safer in their jobs by the epending of WPA dollars.

Mr. Straus Notes Housing Projects

Nathan Straus, head of the United States Housing Authority, said that
while Congress had increased the funds of the Authority to $800,000,000,
and while the Roosevelt program for wiping out slums and providing
decent homes for slum dwellers was not designed chiefly as a recovery
measure, the program now under way would put men to work on housing
projects, n steel mills, and at work on glass, wood, cement, heating
appliances and a hundred other things that go into the building of a home.

“As the Roosevelt program takes root in city after city, in town after
town, a new weapon against future depression is being forged,” Mr.
Straus said.

“Local housing authorities have increased from about 40 to more than
140 during the past three months. As these local authorities learn to
build and help finance decent homes, the nation-wide program of rehousing
may be expanded almost instantly as need arises to combat any future
depression and to take up slack in employment.”

Mr. Gray emphasized the employment-creating features of PWA.

“Public works have a three-fold purpose,” he said. *“First, PWA aids
industry and business generally through the placement of orders for
materials; second, PWA creates employment at the sites of construction
and brings a much larger amount of employment in forests, mines, quarries,
mills and in transportation of finished products to the locations of the
projects, and third, PWA builds useful and enduring projects which will
gerve all the people.”

General Kingman stated that army engineers had one major test tfo

‘apply in making recommendations to Congress as to what improvements

in rivers and harbors and on flood control projects should be undertaken,
“The primary consideration,” he said, “has always been whether or not
the taxpayer would receive a profit for every dollar expended.”
S — X

Secretary Hull Says Negotiation of Trade Pact with
Great Britain Is Connected with Exchange
Stabilization

Secretary of State Hull said on Jan. 22 that lowering of
trade barriers between the United States and Great Britain
is related to the problem of monetary stability. Asked‘a.t
his press conference whether the 24-hour monetary policy
followed by the United States was impeding negotiations of
a reciprocal trade pact with Great Britain, Mr. Hull said
that “the problem of lowering trade barriers and of exchange
stabilization run concurrently together.” In commenting
on his remarks, a Washington dispatch of June 22 to the
New York “Journal of Commere~" said:

Government officials are reticent about discussing what relation, if any,
our “24-hour” policy in respect of currency matters has to the discussions
now under way between the State Department and representatives of Great
Britain looking to the consummation of a reciprocal trade agreement.

Secretary of Treasury Morgenthau, questioned yesterday on this point,
told newspaper correspondents this was a matter for the consideration of
Secretary of State Hull and to the latter he referred all inquiries. Today
Mr. Hull suggested that the Treasury ‘‘directly deals with monetary
phases."

Response of Hull

Secretary Hull responded to the question as follows:

“I think you probably know that the readjustment downward of trade
barriers and trade restrictions and exchange stability go somewhat con-
currently together, and I think the status of each is still in fair relation to
the other ag they are being carried forward at this time."”

The inquiring newspaper man, however, apparently had been credited
by Mr. Hull with knowing these things, since the correspondent added:

“Your remarks, sir, on this monetary business and the trade agreement
plainly indicate that the two things are under discussion together.”

His interpretation was wrong, for Mr. Hull said: *‘Not generally, no.
The Treasury directly deals with the monetary phases.”

—_—

Further Extracts from Letter of Marriner S. Eccles to
Senator Vandenberg—Federal Reserve Chairman
Urges End of “Restrictive’’ Governmental Banking
Policies i

“Restrictive” government banking policies are largely
responsible for the present industrial and credit depression,

Marriner S. Eecles, Chairman of the Board of Governors

of the Federal Reserve System, said on June 14 in a letter

to Senator Vandenberg of Michigan, which was mentioned
briefly in our issue of June 18, page 3893. Mr. Eccles
said that he did not hold the Nation’s banks wholly to
blame for el gged credit channel:, and said that there
is an “urgent need for amendments to the banking laws
to insure correlation of policies among the various bankin,
and other financial supervisory authorities.” He attacke
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Federal and State bank examination policies which. “con-
fuse liquidity with soundness.”

Conferences between Mr. Eeceles and Secretary of the
Treasury Morgenthau regarding bank examination details
are described elsewhere in this issue of. the “Chronicle.”
In his letter to Senator Vandenberg, Mr. Eccles said, in
part:

The right of Congress to entrust to administrative agencies the execution
of the laws which it enacts is as old as the Republic. It has never been
seriously questioned. It has been so long recognized and established by
the courts as to be beyond serious controversy. Similarly, the Congress
has a right to assign execution of its will to whatever agency it cares to
select or create. In s0 doing, the Congress frequently selects an executive
agency of the Federal Government, such as the State, War, Navy or
Agriculture Departments. Or it may select an independent agency, for
whose operations it appropriates the necessary funds, such as the Federal
Trade Commission or the Interstate Commerce Commission. Congress
assigns the execution of its power to coin money, for instance, to the Treas-
ury Department, and, in recent years, has given the President a limited
authority to determine the gold value of the dollar. In all such cases,
Congress has not abdicated its power. Congress has only done what it
constitutionally has the right to do: It has set up or used existing adminis-
trative agencies to execute its will, while retaining the power to take back
the authority or to place that authority elsewhere. Abdication of a power
means its surrender. Congress surrenders none of its power to coin money
and fix the value thereof. It simply designates the Treasury as the instru-
ment of its will and power to coin money. iy

In exactly the same way, Congress has established the Federal Reserve
System as an independent agency to carry out its mandate in connection
Wwith the terms and conditions upon which member banks may create credit
currency. The only important point of difference between creation of the
Reserve System and creation of the ICC as independent agencies to carry
out the will of Congress is that the expenses of the former are paid out of

. the earnings of the System, while the expenses of the latter are paid out of
the Treasury. Congress ordained that this difference should exist in re-
spect. to the Reserve System as a further safeguard of its independence of
action in the exercise of the delegated authority of Congress. At the same
time, Congress has the power to abolish the System, to change it, to require
that its expenses be paid in some other manner, and to appropriate the
earnings and surplus of the System. In fact, Congress has exercised this
power by appropriating to the Federal Deposit Insurance Corporation fund
approximately $140,000,000 from the surplus of the Reserve System built
up out of earnings. By no stretch of the imagination can this be called an
abdication or surrender of a constitutional power by the Congress. It is,
as in innumerable other cases, an assignment by Congress of the execution
of an unquestioned and fully retained constitutional power.

As for the question of the profits of the banking system, so far as the
Federal Reserve System is concerned, it is not and never has been operated
with a view to making profits, and in this respect differs fundamentally
from the usual commercial bank. Such profits as have accrued to the Bys-

. tem through its operations, from which reserves have been established to
cover contingencies, from which expenses of the System have been paid,
on which franchise taxes have been levied at times by Congress, and which
have been appropriated by Congress as in the case of the FDIC fund, have
been derived as an incident of and not as a result of the objective of the
System'’s operations.

The System'’s operations are intended to serve the general public welfare.
Such operations are a part of the financial mechanism necessary in all
modern governments. To abolish the System would not do away with the
necessity for creating some similar mechanism to perform the credit and
supervisory functions which Congress has deputized the System to perform.
Opinions may differ as to whether some other mechanism might be better,
but the right tof the Congress to create the Reserye System as the agency
for the performance of these essential functions cannot be seriously chal-
lenged.

Accordingly, there is no substance whatever to the assertion that Con-

gress has abdicated its constitutional powers by authorizing the Reserve
System to carry out its will, and, by the same token, the argument that
thereby private banking imporperly derives a profit falls to the ground.
The assumption that the Reserve System, created by and existing at the
will of Congress, is a privately-owned System springs from a misconception
of the facts. The major monetary, credit and supervisory powers of the
System are exercised by a Board of Governors, nominated by the President
and confirmed by the United States Senate. All national banks are
required by law to be members of the System, and State banks are admitted
to membership under specified conditions laid down by the Congress. All
of these member banks are required by law to subscribe a proportional
amount of their capital to the Federal Reserve banks in their respective
districts, on which subscription a rate of return, fixed by Congress and
changeable at the will of Congress, is paid. What is, in fact, a compulsory
contribution by the member banks is termed a purchase of stock, but this
designation is misleading since no member bank is permitted by law to
trade in the stock or to enjoy various other privileges which are usually
associated with stock ownership. .

In any case, regardless of whether the member banks are required by law
to subscribe to this unprivileged stock or whether some other device be
substituted for the subscription, the matter is relatively unimportant, for
it would make no real difference to the proper functioning of our economic
system if this detail were changed. The effort of agitators to raise this
bugaboo obscures the true meaning of their attacks, which, if successful,
would undermine the foundations of our economic institutions.

They would destroy to no purpose the established first principles upon
which our Government and all solvent governments have operated for
centuries. They would do away with the Reserve System created out of
long experience and adapted, step by step, over the past quarter of a cen-
tury. Yet doing away with it would not do away with the necessity for a
similar medium to perform essential functions for the Government and the
publi¢ at large. They would, in the end, destroy our banks, our savings,
insurance, and other fiduciary institutions, for the day that the Govern-
ment abandoned interest-paying and turned to the printing press would
mark the beginning of the end of the basic principles upon which our eco-
nomic institutions are founded. \ z

———

Correction in Figure Quoted from Letter
Barton to W. O. Douglas of SEC

In our item in the “Chronicle” of June 18 (page
quoting a letter written to the Securities an Exchango
‘Commission regarding utilities by Roger Barton, the latter
was noted as having pointed out that sinee 1932 the electric
power and light industry had lost $1,000,000,000. This
tigure was given inadvertently. The correct amount, as

by Roger
3892),
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mentioned
$1,000,000.
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in Mr. Barton’s letter to the - SEC, was
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Merchants Association Objects to Provision in Proposed
New York City Sales Tax Law

The Merchants Association of New York announced
a week ago (June 18) that it had discovered a provision in the
Municipal Sales Tax Bill pending before the Municipal
Couneil which might impose a grave handieap upon retail
business in New York City. The provision in question
would give' the Comptroller the power to require any mer-
chant doing business in New York City to keep detailed
records of personal property sold for use within the city and
the names and addresses of the purchasers, whether or. not
such sales are subject to tax. The Association sent a letter
to the Municipal Couneil, saying, in part:

‘We object most emphatically to granting such power. The attempt to
enforce any such provision would slow up retail business to an intolerable
extent and add very heavily to the cost of doing business, particularly in
the retail trade, It is easy to believe that any attempt to enforce this
provision would result in a public revolt against it during the Christmas
shopping season. We also raise the question whether the city has any
legal right to require such information on sales not subject to this tax.

Published reports show that the sales of some single department stores
in this city approximate $100,000,000 a year. Their average sales are
less than $2.00. With this provision in effect it would, therefore, mean
recording some 50,000,000 transactions for a single store. The city is
collecting approximately $40,000,000 from the 2% sales tax. This means
a total sales volume of $2,000,000,000. -With an average sale of a dollar
it would mean 2,000,000,000 separate reports,

The futility of any such provision is shown clearly by merely asking the
question, what could the Comptroller do with them when he got them ?

—pee

Report of Operations of RFC Feb, 2, 1932 to May 31,
1938—Loans of $12,319,037,288 Authorized During
Period — $1,881,232,337 Canceled — $6,961,660,616
Disbursed for Loans and Investments—$5,083,-
714,881 Repaid

Authorizations and commitments of the Reconstruetion
Finance Corporation in the recovery program during May
amounted to $55,489,739, rescissions of previous authoriza-
“tions and commitments amounted to $522,773, making
total authorizations through May 31, 1938, and tentative
commitments . outstanding at the end of the month, of
$12,319,037,288, it was announced on June 22 by Jesse H.
Jones, Chairman. This latter amount includes a total of
- $1,042,567,066 authorized for other governmental agencies
and $1,800,000,000 for relief from organization through
May 31, 1938. ]

Authorizations aggregating $1,911,022 were canceled or
withdrawn during May, Mr. Jones said, making total
cancellations and WithdZ‘aW&ls of $1,881,232,337. A total
of $662,597,692 remains available to horrowers and - to
banks in-the purchase of preferred stock, capital notes, and
debentures.

During May $39,807,547 was disbursed for loans and
investments and $142,128,166 was repaid, making total
disbursements through May 31, 1938, of $6,951,660,616,
and repayments of $5,083,714,881 (over 73 %). Chairman
Jones continued:

During May loans were authorized to 11 banks and trust companies
(including those in liquidation) in the amount of $1 ,673,800. Cancellations
and withdrawals of loans to banks and trust companies (including those
in liquidation) amounted to $205,067, $2,470,010 was disbursed and
$8,135,312 repaid. Through May 31, 1938, loans have been authorized
to 7,530 banks and trust companies (including those in receivership)
aggregating $2,539,539,067. Of this amount $495,484,651 has been
withdrawn, $30,317,494 remains available to borrowers and $2,013,736,922
has been disbursed. Of this latter amount $1,870,458,995, or 93% , has
been repaid. Only $9,980,529 is owing by open banks and that includes
$7,982,990 from one mortgage and trust company,

During May authorizations were made to purchase preferred stock,
capital notes and debentures of seven banks and trust companies in the
aggregate amount of $825,500. Through May 31, 1938, authorizations
have been made for the purchase of preferred stock, capital notes and
debentures of 6,766 banks and trust companies aggregating $1,275,214,334
and 1,121 loans were authorized in the amount of $23,322,755 to be secured
by preferred stock, a total authorization for preferred stock, capital notes
and debentures in 6,846 banks and trust companies of $1,298,537,089.
$169,491,552 of this has been withdrawn and $32,431,500 remains available
to the banks when conditions of authorization have been met.

During May, loans were authorized for distribution to depositors of 10
closed banks in the amount of $1,523,800, cancellations and withdrawals
amounted to $853,530, disbursements amounted to $2,407,548 and repay-
ments amounted to $2,753,850. Through May 31, 1938, loans have been
authorized for distribution to depositors of 2,764 closed banks aggregating
$1,324,701,237. $37,443,861 of this amount has been withdrawn and
$30,387,205 remains available to the borrowers.. $976,870,171 has been

* disbursed and $896,195,865, approximately 92% has been repaid.

During May the authorizations to finance drainage, levee and irrigation
districts were increased $100,000, authorizations in the amount of $548,936

* were withdrawn and $337,465 was disbursed. Through May 31, 1938,

loans have been authorized to refinance 623 drainage, levee and irrigation
districts aggregating $141,191,919, of which $19,256,683 has been with-
drawn, $40,441,935 remains available to the borrowers and $81,493,301
has been disbursed..

Under the provisions of Section 5 (d), which was added to the Recon-
struction Finance Corporation Act June 19, 1934, and amended April 13,
1938, 290 loans to industry aggregating $24,959,610 were authorized during
May. Authorizations in the amount of $446,800 were canceled or with~
drawn during May. Through May 31, 1938, including loans to mortgage
loan companies to assist business and industry in cooperation with the
National Recovery Administration program, the Corporation has authorized
2,828 loans for the benefit of industry aggregating $210,604,456. Of this
amount $57,822,903 has been withdrawn and $53,417,388 remains available
to the borrowers. In addition, the Corporation agreed to purchase Partici-
pations amounting to $7,231,782 in loans to 76 businesses during May and
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similar authorizations aggregating $133,282 were withdrawn. Through
May 31, 1938, the Corporation has authorized or has agreed to the purchase
of Participations aggregating $32,951,640 of 520 businesses, $9,816,273
of which has been withdrawn and $14,979,812 remains available.

During :May the Corporation purchased q'om the Federal Emergency
Administration of Public Works 10 blocks (8 'issues) of securities having a
par value of $2,191,788 and sold securities having par value of $548,300 at a
discount of $5,690. The Corporation also collected maturing PWA se-
curities having par value of $124,176. Through May 31, 1938, the Corpo~
ration has purchased from the PWA 3,927 blocks (2,020 issues) of securities
having par value of $609,5617,911. Of this amount securities having par
value of $414,254,259 were sold at a premium of $12,323,158. Becurities
having a par value of $175,955,579 are still held. In addition, the Corpora~
tion has agreed with the Administrator to purchase, to be beld and collected
or sold at a later date, such part of securities having an aggregate par
value of $81,676,868 as the PWA Is in a position to deliver from time to

Financial Chronicle

. time.

The report listed as follows disbursements and repay-

ments for all purposes from Feb. 2,

Loans under Sectlon 5:

Banks and trust companies (incl. recelvers) ...

Rafiroads (Including receivers) .. -

Federal Land banks

Mortgage loan companies

Reglonal Agricultural Credit corporations

Building and loan associations (incl. receivers).

Insurance companies

Joint Stock Land banks... o

Livestock Credit corporations

State funds for insurance of deposits of pubi
TOODEYS . mm cmwmmmmmmmmmmmmm e mmmmmman s

Federal Intermediate Credit banks.

Agricultural Credit corporations. ..

F¥ishing industry.

Credit unlons. ..

Processors or disi
cess|ng tax. .-

utors for payment of pro-

1932, to May 31, 1938:

Disbursements Repaymenis

3
1,998,136,129.88 1,858,362,903.73
573,558,739.11 *183,325,528.51
380,652,032.77

- 173.243.640.72

115,726,894.88
87,144,516.13
16,265,875.81
12,971,598.69

5]
13,064,631.18
9,250,000.00
5,5658,631.11
. 244,309.42
470,408.21

14,718.06

118,109,658.11
90,693.209.81
20,665,851.30
12,971,598.69

13,064,631.18
9,250,000.00
5,643,618.22
719,675.00
600,095.79

14,718.06

)
- Chie. No. 8hore & Milw. RR. Co. 1,150,000

Total loans under 8ection 5. memecmmcuaax 3,822,814,233.53 3,168,145,383.61
3,300,000.00
o
2,500,183.36
b |
22,300,000.00
63,342,103.80
S |

Loans to Secretary of Agriculture to purchase
3,300,000.00

81,493,300.89
22,450,000.00
301,241,389.46

tion districts
Loans to public school authorities for payment
of teachers’ salaries and for refinancing out-
standing indebtedness
Loans to aid in finaneing self-liquidating co
$10N ProJeCtB e v e e e w
Loans for repalr and reconstruction of property
damaged by earthquake. fire, tornado, flood
and other catastrophes
Loans to ald in financing the sale of agricultural
surpluses In forelgn'markets
Loans to business enterprises..
Loans to mining businesses
Loans on and purchases of assets of closed banks.
Loans to finance the carrying and orderly market-
ing of agricultural commodities and livestock:
Commodity Credit Corporation.
Other...emceccccacaacnsonmecmmannacaan i
Loans to Rural Electrification Administration...

11,987,555.32

20,224,586.66
101,817,886.01
3,739,600.00
15,600,792.20

|
6,001,811.38
(2l
20,177,690.67

Ny

-
767,716,962.21
19,604,491.78  18,694,721.74
35,157,000.00 v 2,425.46

Total loans,excl.of loans secured’by pref stock.5,207,047,698,06 4,113,291,859.69
Purchase of preferred stock, capital notes and . X [
debentures of banks and trust companies (in- -7 § e 44 w
cluding $18,148,730 disbursed and 87,935, sl { ™
811.45 repaid on loans secured by pref. stock) ..1,096,614,036.56  530,566,737.46
Purchase of stock of the RFC Mortgage Co-... 25,000,000.00 § , -
11,000,000.00 i
[

767,716,962.21

Purchase of stock of the Fed, Nat. Mtge, Assn..

Loans secured by preferred stock of insurance
companies (including $100,000 disbursed for
the purchase of preferred stock)

34,375,000.00'P 7,061,786.51

June 25, 1938

Authorizations
Canceled or
Authorized Wuk;imum
$

127,000
275,000

Disb;lued
127,000
00

Repaid
$

Aberdeen & Rockfish RR. CO...
Ala, Tenn & Northern RR. Corp.
Alton RR. Co 2,500,000
Ann Arbor RR. Co. (receivers) ... 634,757
Ashley Drew & Northern Ry. Co. 400,000
Baltinore & Ohio RR. Co. (note) 95,358,000
Birmingham & So’eastern RR.Co. 41,300
B 9,562.43(7)

Carlton & Coast RR. Co 549,000
Carolina Clinchffeld
(Atlantic Coast Line and Louis-
ville & Nashville, lessees) 14,150,000
Central of Georgia RY. COmercus
Central RR. Co ot N.J o
Charles City Western Ry. CO. -
Chicago & Eastern Ill. RR. Co--
Chicago & North Western RR. Co
Chicago Great Western RR. CO...
Chie.Gt. West. RR. Co.(recefver)
Chic. Milw. 8t.P. & Pac. RR. Co.
Chje. Milw. 8t.P. & Pac. RR. Co..
(TECOIVET) e e emm e m e mmwmm sz am 3,840,000

46,588,133
1,289,000

150,000
11,500,000
3,840,000

150, 1,150,000
Chicago R. I. & Pac. Ry. Co... 13,718,700

* Cineinnati Union Terminal Co.. 10,398,925

Colorado & Southern Ry. Co----
Columbus & Greenville Co.-
Copper Range RR. Co
Denver & Rio Grande W.RR.Co.
Denver & Rio Grande W.RR.Co.
(trustees)
Denver & Salt Lake West.RR.Co.
Erfe RR. Co
Eureka Nevada Ry. Co
Fla. E. Coast Ry. Co. (receivers)
Ft.Smith & W.Ry.Co.(receivers)
Ft. Worth & Den, City Ry. Co-.
Fredericksburg & North. Ry. Co_
Galnsville Midl'd Ry. (recelvers)
Galv. Houston & Hend. RR.
Galveston Terminal Ry. Co
Georgia & Fla.RR.Co. (receivers)
Great Northern Ry. Co
Green County RR. Co.. -
Gulf Mobile & Northern RR. Co. 520,000
Tlinols Central RR. CO-vunezan 85,312,667
Lehigh Valley RR, Co---.- - 10,278,000
Litchfield & Madison Ry. Co ,000
Malne Central RR. Co 2,650,000
Maryland & Penna RR. Co 200,000
Meridian & Bigbee River Ry .
(4ruStee).eoc-covvmr-eammaces 1,729,252
Minn St. P.& 8.8.Marie Ry. Co. 2
Misgsissippi Export RR. Co
Missouri-Kansas-Texas RR. Co.
Missouri Pacific RR: Co
Missouri Southern RR. Co
Mobile & Ohio RR. Co
Mobile & Ohlo RR. Co.(receivers)
Mourfreesboro-Nashville Ry. Co..
New York Central RR. Co
N. Y. Chic. & St. L. RR. Co----
N.Y.N.H, & Hartford RR. Co.
Pennsylvania RR. Co----
Pere Marquette Ry. Co
Ploneer & Fayette RR_ - oocuen
Pittsburgh & W. va. RR. Co...
Puget Sound & Cascade Ry. Co.-
St. Louls-San Fran, Ry. Co
St. Louis-Southwestern Ry. Co--
Salt Lake & Utah RR. (receivers)
Salt Lake & Utah RR. Corp.-...
Sand Springs Ry. Co
Southern Pacific Co..
Southern Ry. Co

-53,5
8,081,000
1,800,000

3,182,150
186,582,000

627,075
227,434
8,176,000

53,500
8,300,000
1,800,000
3,182,150

16,582,000
© 3,000

717,075

#6,843,082
100,000
2,300,000

25,000
27,499,000
18,200,000

---1,166,989,036.66 537,628,523.97

Federal Emergency Administration of Public
‘Works security transactions. 5

577,623,881.34 432,794,497.03
6,951,660,615.96 5,083,714,880.69
les under pro-jgy , .

to Gover! tal
visions of exlsting statutes: X
Secretary of the Treasury to purchase: |
Capital stock of Home Owners’ Loan Corp...
Capital stock ot Federal Home Loan banks. .
Farm Loan (now Land Bank) Commissioner
for loans to:

a

Lo - =
200,000,000.00
124,741,000.00

145,000,000.00
2,600,000.00
55,000,000.00

10,000,000.00
50,5621,074.55
115,000,000.00

Joint Stock Lan nks. e
‘ Federal Farm Mtge. Corp. for loans to farm
Federal Housing Administrator: .
To create mutual mortgage Insurance fund
For other purposes
. Beo. ot Agricul. for crop loans to tarmers (net) -
Governor of the Farm Credit Administration for
revolving fund to provide capital for pro-
duction credit corporations.
Stock—Commodity Credit Corporation.
Stock—Disaster Loan Corporation.
Reglonal Agricultural Credlt corporations for:
Purchase of capital stock (incl, $39,500,000
held in revolving fund) e
Expenses—Prlor to May 27, 1933
Since May 26, 1933
Administrative
Administrative expense—1932 rellef

Total all at

40,500,000.00
97,000,000.00
10,000,000.00

|
44,500,000.00
3,108,278.64
13,063,752.92
114,921.13
126,871.85

tal 911,275,899.09

For rellef—To States directly by Corporation.... 299,984 X
To States on certification of Federal Rellef gramid
Administrator 499,997,748.11
Under Emergency Appropriation Aet—1935... 500,000,000.00
Under Emergency Rellef Appropriation Act,
1935.. 500,000,000.00
Total for reliet 1,799,982,747.11

to gover

Interest on notes issued for funds for allocations
and relief advances 83,177,419.82
. grnnd t:r:ﬂ oo 9,606,096,681.98a5,100,874,112.99
oes not include $5,500.000 represented by notes of the Canadian Pacific Ry
Co., which were accepted in payment for the balan 0
Minneapolis St. Paul & Sault Ste, Marie Ry, Co. Dbt -
a In addition to the repayments of funds disbursed for reliet under E
Rellef and Construction Act of 1932, the Corporation's notes hnivet}l;:ent%irg:e!:g{l
in the amount of $2,690,276,833.72, equivalent to the balance of the amount dis-
g;u'éed!ll gt:erss agog&tﬁlgn&l t&r ot:xer %gvgnmentnl agencies and for relief by direction
0! n e interest pal ereon, pursuant
(Public No. 432) approved Feb. 24, 1938, boghin. peOMISis ok 0 Ay

The loans authorized and duthorizations canceled or with-
drawn for each railroad, together with the amount disbursed
to and repaid by each are shown in the following table (as
of May 31, 1938), contained in the report:
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pter Valley Ry. Co..
Tennessee Central Ry. Co
Texas Okla, & Eastern RR. Co-.
Texas & Pacific Ry. Co

Texas Southern-Eastern RR.. Co.
Tuckerton RR. Co

‘Wabash Ry. Co. (receivers)
‘Western Pacific RR. Co
Western Pac. RR. Co. (trustees) .
Wichita Falls & Southern RR.Co.
‘Wrightsville & Tennille RR 22,5625 22,625

TOtAI8 cccuccmacancacccmnaes 688,952,205 106,393,556 573,558,739 188,825,528

* The loan to Minneapolis 8t. Paul & Sault Ste. Marle Ry. Co. (The £oo Line)
was secured by its bonds, the interest on which was guaranteed by the Canadian
Pacific Ry, Co. and when the *Soo0 Line"” went into bankruptcy, we sold the balance
due on the loan to the Canadian Paclfic, recelving $662,245.50 in cash and Canadlan
Paclfic Ry. Co.'s notes for $5,500,000, maturing over a period of 10 years.

In addition to the above loans authorized the Corporation has approved,
in principle, loans in the amount of $62,870,076 upon the performance
of specified conditions.

s

45,000

/ 39,000
- 15,731,583

15,731,583
4,366,000

400,000
22,5625

National Resources Committee Urges Conservation as
Safeguard Against Dictatorship—Report Sub-
mitted to President Roosevelt Advocates Co-
operation Between State and Federal Officials

The National Resources Committee, in a report to Presi-
dent Roosevelt on June 20, suggested an integrated program
of national and State planning for the conservation of the
country’s resources as a safeguard against dictatorship.
The Committee said that “the genesis of dictatorships is to
be found as often in the digestive processes of the masses as
in the psychological abnormalities of the dictators.” Presi-
dent Roosevelt, commending the report said in a letter:

‘Will you please convey my greetings to those attending the National
Conference on Planning being held in Minneapolis on June 20-22? It is
encouraging to know that more people every year see the need for looking
ahead—for planning the development of towns, cities, counties, States,
regions and the Nation.

The report on *“The Future of State Planning,” submitted to me by the
National Resources Committee, marks another step forward in the planning
movement for the wise conservation and development of all our resources.
Under our democratic procedures we can make sure progress through
participation in planning by citizens at all levels of government. The
State planning boards now successfully at work in almost every State of the
Union have a great opportunity to secure the interest and participation of
all American citizens in shaping the future of their States and of the United
States.

In sumniarizing the contents of the report, the Committee
said in part:
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Through the collaborative relationships between State and Federal
officials developed by the State boards, the groundwork is being laid for a
better interpretation of State and local needs to the National Government,
and a better undertstanding of Federal programs by State governments.

Certain problems may be dealt with only by concurrent action at all levels of
government. Collaborative national and State planning can lay the basis
for this coordinated action. :

State planning frequently leads to the consideration of problems of an
inter-State or regional character. These matters are often affected with a
Federal interest. National and State planning agencies furnish a means for
interrelating the work of the States and the Federal Government in dealing
with inter-State problems.

Those States and local governments which have worked out in advance
long-range plans have secured the Jargest tangible returns from the Federal
expenditures for construction and work programs. It is in the national, as
well as in the local interest that the greatest possible return be secured for
these outlays.
. In its report, the committee foresees a role of growing
Importance for the State planning boards, now organized in
45 States, and cites their accomplishments as evidence of
progressive development in decentralized planning through-
out the country. The report recommends that the Federal
Government, through a permanent national planning agency,
should continue to aid and encourage State, interstate and
regional planning and that major efforts be devoted to the
establishment of active State planning boards. Financial
aid by the national planning agency to the State planning
boards should consist principally of the assigment of tech-
says. =

unical and advisory assistance, the report
B a—

Less Than 169, of Public Utility Construction Financ-
ing During Past Five Years Raised by Sale of New
lSecurit;ies, According to “Stone & Webster Bul-
etin

Less than 16% of the funds for new construction in the
electric power and light industry during the past five years
has been raised by the sale of new securities, the remainder
being obtained largely by withholding earnings, using cash
from retirement reserve accruals, selling treasury assets,
and reducing cash and other surplus funds, but thig policy
could not be followed for long if utility construction becomes
active, according to M. G. Robinson, of Stone & Webster &
Blodget, Inc., New York, in the June issue of the “Stone &
Webster Bulletin.” A large program of expansion can be
financed only by raising much new capital, says Mr. Robin-
son, who adds: .

Financing by the sale of senior securities is relatively easy for conserva-
tively capitalized electric utilities not threatened by Federal or. municipal
competition, but it has been difficult or impossible for them to market
equity securities for mearly six years. This has not been ameliorated by
the recent offer of the Reconstruction Finance Corporation to extend loans
secured by senior eecurities, It is not serious when expenditures for new
facilities are small, but when large expenditures are being made it is
necessary for the utilities to obtain a substantial part of the funds by the
sale of equity securities if a well balanced capital structure is to- be
maintained.

In the five years beginning with 1933 the electric power and light
industry spent only $1,215,000,000 for new construction, with an average
annual rate of about one-third that prevailing in the preceding decade.
Only $187,500,000 of this five-year total was obtained from the sale of
new gecurifies, and less than 1% of 1% was raised by the eale of preferred
and common stock.

If the dearth of equity money should be prolonged into a period of

active construction, and necessary funds be obtained largely from the eale
of senior obligations, the ratio of senior to equity securities would be so
changed as to impair the value of the senior obligations. In that event
the utility industry would be greatly handicapped in expanding its ‘plant
and providing good service to its customers.

The utilities’ diminishing margin of profits, the result of lower rates,
higher costs of labor and materials and greater taxes, together with the
threat to the industry of Federal assistance for competing systems, has
influenced the market for utility common stocks so that they are gelling
at abnormally low levels in relation to their earnings. With the improved
outlook resulting from cooperation between government officials and utility
executives the equity securities of the majority of utility companies would
again become attractive to investors. When credit becomes available to
that expansion may be soundly financed, the industry will be able to
undertake a construction program that will make an important contribution
to general economic recovery.

——eees

President Adams of A. B. A. Opposes Further Spending

of People’s Savings—Says Fiscal Policies of Federal
Government Have Cut Public’s Income

At the annual convention of the Colorado Bankers As-
sociation on June 18 Orval W. Adams, President of the
American Bankers Association, asserted that the fiscal
policies of the Federal Government have cut in half the
publie’s income from savings, and he declared that “if the
savings and deposits of the g:ople are to be used as they have
‘been. in recent years let it be by the Act of the Government
alone, not with our participation. Let the Government
market its bonds to the public directly,” he said. “On the
other hand, let the money which the people put into the banks
be used for the credit of small business men and industry
generally.”

The convention before which Mr. Adams spoke was held
at Colorado Springs, Colo. Mr. Adams, who is Executive
Vice-President of the Utah National Bank at Salt Lake City,
in addition to his remarks above, had the following to say
in part: -

As we look back over the past five years three facts stand out.

First: Taxes levied have roughly sufficed to meet the ordinary and neces-
sary expenses of government; .

Second: All the madcap experimenting, all the attempts to make over our

social order, all those schemes which have 8o seriously retarded the restora-
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tion of business and industry, have been financed and rendered possible by
Government borrowing; i

Third: In principal part the moneys borrowed by Government were bor-
rowed from the banks of the country and repr ed the a lated
savings of the millions of depositors.

By means of borrowed money the Federal Government has been enabled
to centralize relief, direct and indirect . . . and to encroach upon the
rights of the sovereign States. By means of borrowed money it has been
enabled to set up agency after agency in competition with the banks,
utilities and industries of this'country, to establish board after board equipped
with unlimited red tape to tie the hands of industry, and prevent its
Drogress, Borrowed money has enabled the Government to build up a
bureaucracy of nearly. 1,000,000 people, to finance the Wallace Farm Pro-
gram' which has destroyed the independence of the farmer, and threatens
the destruction of the cotton industry in the South, )

It is obvious that while the natural resources of this country are such that
there can be no just excuse for failures to.care for the worthy needy of our
Deople, nevertheless the strain being put upon such resources by combined
political and relief demands is approaching the breaking point, We must
recognize that to insure adequate relief for the needy we can no longer
continue paying the price of political control of relief. Relief must be
taken out of politics and moneys raised for purposes of relief must be used
to relieve the needy, not to influence their votes, nor to finance and build
up political machines. .

Philip A. Benson, Vice-President of A, B. A., Says
Bankers are Moving Steadily Forward—Solving Own
Problems ;

Asserting that “there is no help equal to self help,” Philip

A. Benson, First Vice-President of the American Bankers

Association, observed on June 13 that “bankers are moving

.steadily in the direction of solving their problems for them-

selves.” ‘“‘Banks,” he went on to say, “are showing an in-
creasing consciousness of their responsibilities as public in-
stitutions, especially in the matter of increasing their use-
fulness to their communities.” ‘“‘Before we can have good
public relations,” he added, ‘‘we must have a iOOd package to
sell. - That package consists of a sound bank, a proper at-
titude toward the public and anadequate banking service.”
Mr. Benson, who is President of the Dime Savings Bank of
Brooklyn, made these comments in addressing the annual
Convention of the Oregon Bankers Association at Corvallis,
Ore. “Banks everywhere,” said Mr. Benson, “are seeking
good loans”’; he further said: :

They would, in fact, prefer a good borrower to a good depositor today.
Bome banks are even advertising for loans. However, no one worthy of
the name of banker would consider for a moment making a loan unless
there was every reasonable assurance of its being repaid at maturity.

The country is in a period of economic depression; expectations of recovery
have not been fulfilled, business men are being held up to the public as
being responsible for the failure of recovery and bankers are charged, as
‘We were some years ago, with refusing to make loans. Some who make
this outcry should know better for they are familiar with the banking busi-
ness and know the necessity of making loans in order to produce earnings.

While we are subject to the above criticism, we are at the same time belng
constantly warned by, State supervisory authorities not to relax sound lend~
ing policies. We all, know the warnings of the Chairman of the Federal
Deposit Insurance Corporation and the attitude of the Comptroller of the
Currency with regard to loans and investments. These authorities realize
that only sound, and liquid banks can render adequate banking service.

““Without entering into any controversy, I don't think we should let
unfair statements pass, unchallenged,” he sald. ‘““We surely should be
active in promoting the business of our banks and in letting the public
understand our position—what we can do and what we cannot do. Here
is a field of public relations that should not be neglected and one to which
each bank, in its own locality, should address itself."” «

Mzr. Benson expressed himself as opposed to the entrance
of Government into business on the current scale. ‘‘There
is a field in which Government should function and another
that should be occupied by business and industry,” he

declared.
——eee

Aggressive Advertising and Selling to Combat Inertia
Urged by ‘“Banking’” the Organ of A. B. A.

“Public education through aggressive advertising and sell-
ing is the best weapon that business has to combat the
prevailing inertia,” according to the monthly survey of the
condition of business of the magazine, ‘“Banking” for July,
by William R. Kuhns, the editor. “Banking” is the official
publication of the American Bankers Association. “It is
the only means lying completely within the control of business
which can be used to counteract the side of the depression
that is purely psychological,” the survey states. “One
helpful sign at present it is noted is the amount of time
and effort being given to selling American business as well as
selling goods.” X

The survey likewise said:

Genuine and lasting economic recovery, however, is waiting on something
more important than a return of confidence or a change in psychology.
Much of the stagnation that now afflicts business is a result of the lack of
adjustment between a lower price level on one hand and the unyielding *
wage and tax level on the other. Both retail and wholesale prices have
dropped sharply from last year's peak while wages, taxes and other cost

/
y

factors have continued to occupy the high plateau of more prosperous ;/

times.

The survey declares that “the trend of prices is a key to
the future course of business. When a change in price trend
occurs and it is demonstrated definitely that prices have been
stabilized or have started up, the reluctance of buyers will
quickly disappear.”

The survey points
to inspire confidence,” and says:

The grain crops promise to establish a new record, while the relatively
short crops in prospect abroad assure fairly good prices and a larger income
to American farmers. Stocks of merchandise are low and some manufac-

to a few favorable factors “which oughf
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. turers, in the automobile field particularly, report that more of their products
are being sold than produced. Stocks of raw material have been depleted
and replenishment has not kept pace with consumption. Renewed buying
in almost all lines would seem inevitable and its failure to materialize is
only one more proof of the uncertainty and perplexity on the part of business
men in general."”

Looking at the legislative respite, the survey points out:

Business knows where it stands for the next six months or more as far as
Federal legislation is concerned although Congress did not do much to
relieve business of its chief cause of complaint, namely, governmental com-
petition and interference, Also the failure to do anything for the railways
has left a bad impression. The wage and hours act will have a negligible
effect for the time being, although eventually it can be expected to increase
the cost of manufactured goods to consumers.

The $12,000,000,000 appropriated by Congress is too much money to
spend, even if the country had it, and is the largest of a long series of danger

signals.
———————

Financial

Railroad Labor Urged to Change Policies to Save
Carriers—Joseph B. Eastman Says Workers Should
Modify Program from ‘‘Standpoint of Own Good”

Joseph B. Eastman, Interstate Commerce Commissioner,
addressing the Harvard Business School Alumni Association
on June 17, said that railway labor should adjust its policies
and practices to changing conditions in the transportation
industry, “from the standpoint of its own good.” “It is the
duty of government to accomplish this result,” he asserted.
Mr. Eastman said that the railroad industry must *“go
through a process of painful readjustment,” and that “em-
ployees may well consider how best they can help that
process in their own self-interest, and reconsider their
traditions, customs, practices and policies in that light.”

Other extracts from his speech follow, as given in the

Boston “Transcript” of June 18:

Mr. Eastman said this country has suffered from a deficiency in trans-
portation leadership, of statesmanship. “There i sore need,” he contended,
“for a well-equipped agency of the government which will not be sub-
merged by quasi-judicial procedure and which can keep closely in touch
with conditions, locate those which are dangerous or unsound, foresee
tendencics and their probable results, advise Congress and the President,
promote changes for the better, and guide development along sound lines.”’

Will Be Rcorganized

Bankrupt railroads must and will be reorganized, the Commissioner
continued, all reasonable opportunities for rate increases should be utilized,
“ahd the railroad employees, it may be hoped, will be able to see their
way clear to give their measure of help.”

Mr. Eastman said that employees must do their shiare, and must realize
the changed conditions in the transportation industry. Under present
conditions, he added, rate increases hold out no hope of salvation, “At
best,” he eaid, ‘““they offer a possibility of alleviation. At worst, they
n:ay prove both delusive and dangerous.” .

The roads, he said, are “desperately sick, financially speaking,” and
everyone must put his shoulder to the wheel.

Professor Ebersole termed the growing importance of the Federal Treas-
ury the most significant fact in our present financial situation. He saw
no reason to suppose that the deficit will end, or that the methods of
financing it will be changed, for several years at least.

“In the future,” he declared, “public opinion will not permit the
Treasury to maintain a heartless indifference to the comsequences of its
own acts.” .

[

Business Recovery Must Precede Reform, SEC Com-
missioner Hanes Tells Harvard Graduates—Urges
Industry and Labor to Cooperate with Government

Economic recovery must precede business reform in the
United States, John W. Hanes, Commissioner of the Securi-
.ties and Exchange Commission, said on June 17 in an
address before the Harvard Business School Alumni Asso-
ciation at Cambridge, Mass. Mr. Hanes said that recovery
“transcends all other issues in this Nation, including mo-
nopolies, politics, programs, planning, reorganization, regu-
lation and reform.” Mr. Hanes stated that “there is no
way to solve our problems effectively other than through
the wholehearted cooperation of labor, management, capi-
tal and government.” Cambridge advices, June 17, to the
New York “Herald Tribune” quoted Mr. Hanes, in part, as
follows :

The way to restore economic recovery and economic stability in the
United States, the speaker asserted, “is the way of genuine, determined,
tolerant cooperation now among all elements of our society.”

Genuine cooperation among. all elements of a competitive economy “is
attainable,” the epeaker said, adding that, in his opinion, “it is attainable
now and is a first essential to restore recovery and reestablish in America
a standard of living we all desire—a standard which has no equal anywhere
in the world.

“If the success of our economic, political and social order does, in fact,
rest upon our ability to get together,” he continued, “the immediate job of
bringing recovery and the subsequent task of reaching a still higher level
of prosperity can only be accomplished if the various interested parties—
which means all of us, regardless of our occupation or status in life—
become thoroughly imbued with the true spirit of working unity as our
first civic duty. Our ability to find concrete methods for helping our-
selves by helping each other depends on our sincere adherence to this duty.

Stresses American Way
____“In this country we cannot rely upon the castor oil method to lubricate
our economic machinery; nor the clenched fist method to put people to
woik. Our method involves working, saving and putting the savings to
productive use through private enterprise.

“This is how we provide for a steadily rising standard of living and a
margin of safety for the generations to come. And there is only one force
that makes this humble and simple relationship work; the abili.ty to make
profits—the desire of each of us to get along in the world, to save for a
rainy day and thus save for the Nation.”

Mr. Hanes emphasized that no line, except a tenuous one, can be drawn
between large business and small business, and if drawn, would have no
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economic significance, as large corporations are dependent on the prosperity
of small business.

““Cooperation,” he observed, “‘is no longer merely a matter of welfare of
each constituent group in our socciety, but just as much a matter of saving
the society itself. Our democracy is now confronted with a decision.
Our economic difficulties have brought us face to face with an increasingly
serious social problem in the form of very large unemployment, for which
we have to provide relief in constantly increasing amounts.

Trinity of Forces

“The trinity of forces, business, labor and government, each in turn,
cannot pass the buck. If business and labor in the brotherhood of distress
(and distress makes for brotherhood) are ready and willing to look facts
squarely in the face, I say with all sincerity that government must come
forward in the same cordial and candid spirit and meet the issue as
bravely and courageously as we would expect to display if our country were
invaded by a foreign foe.

“I have little patience with any element in our country today which
is not willing to put first things first, and the first and foremost thing in
these United States is the defeat of this depression.

“We hear much about dictators and of why and when they come. In
my judgment, the dictator is the product of economic and social distress,
and hungry men are the raw materials out of which dictators are made.”

B - e

Prof. Ebersole, Speaking Before Harvard Business
School Alumni, Views Treasury’s Problems as
Becoming More Difficult of Solution

J. Franklin Ebersole, Professor of Finance, speaking at
the annual dinner of the Harvard Business School Alumni
Association, at Cambridge, Mass., on June 17, discussed the
Nation’s financial affairs, and said that the most significant
fact in today’s financial situation is the “growing im-
portance of the Federal Treasury” and its rapidly expand-
ing control. The DBoston “Herald,” in Cambridge advices,
June 17, further quoted him as follows:

“There is no reason to. suppose that the dificit will end, or that
methods of financing it will be changed, for several years at least,” he
declared, pointing out that this trend places a tremendous responsibility
on the Treasury.

At one time, he said, the Treasury apparently was not aware of this
responsibility, but. in the future, public opinion will not permit the
Treasury to maintain a “heartless indifference to the consequences of its
own acts,

‘“The outlook,” he said, “is that the Treasury’s problem will become
more and more difficult of solution. Therefore, we may expect, sooner or
later, and whether we like it or not, that the Treasury will ask for
additional powers to regiment bank bond portfolio policy. Thereby,
another segment of individual initiative and discretion will be sacrificed
for bureaucratic stability,” he said.

—_————

Recovery the Job of Business Not Government, Says
Richard W. Lawrence, President New York Cham-
ber of Commerce—Comments Incident to Heavy
Enrollment of New Members

“Business is fast realizing that the Nation’s driving power
and resources to be put to work effectively in productive
enterprise is its job as never before,” Richard W. Lawrence,
President of the Chamber of Commerce of the State of
New York, declared on June 15 in commenting upon the
recent heavy enrollment of new members in the organiza-
tion. “Government,” he said, “must be convinced- that our
American economy is distinguished from all others by its
voluntary cooperation and that the function of government
is to be an umpire and not an overlord.” Mr. Lawrence
continued :

Government must realize that the Nation cannot be legislated back to
prosperity by its well-meaning but impractical economic experiments or
“bought’”” back by billion-dollar expenditures of the taxpayers’ money.

Business men more and more are recognizing the necessity of allying
themselves with organizations such as the Chamber, which are qualified
to forcibly present their problems before the court of public opinion. . . .

Alone, they are helpless to combat government encroachment on private
industry, or to make their protests heard against regulations and laws
which hamper the orderly and profitable conduct of business and the
employment of more workers, or to fight destructive taxation or to
oppose reckless spending and piling up of public debt by government. . . .

In the nine months from October, 1937, to June, 1938, the Cham,
elected 259 new members, an increase of approximately 216% over the
comparable 1936-1937 period, and a record number for any year dating
well back into the pre-depression period. No members are elected during
July, August and September. Of the new members, 51 were in the
banking, investment and brokerage fields; 34 engaged in 26 different
lines of manufacturing, and 18 in the insurance business. Other industries
well represented among the new members were the railroad, steamship,
public utility, real estate, export and import, chemical, mining, engineer-
ing and construction. Of the total number elected, 123 were either
Chairman of the Board or the President of a corporation.

e e

United States Prosperity Attributed Largely to Its
Salesmen—National Salesmen’s Crusade Hears
Inspirational Talks from Merle Thorpe, J. G.
Blaine, and Others

The American salesmen have been responsible for “every
single wealth-producing enterprise that makes for the con-
tinuous employment of men,” Merle Thorpe, editor of “Na-
tion’s Business,” told a luncheon meeting of the National
Salesmen’s Crusade in New York on June 14. The United
States, he said, “has been kept, until recently, a going
concern by this indestructible spirit of its salesmen.” He
continued, in part: i |

Everyone has something to sell:

s
The banker, the resources and facili-
ties of his institution; the school teacher, her training and ability; the
boy who mows the lawn, his energy and muscle; the attorney, his briefs
and precedents; the farmer, his knowledge of soils and seasons and his
labor; the factory worker, his skill and craftsmanship. Prosperity is
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dependent upon the rate of exchange vetween these and thousands of other
groups—upon the speed with which each sells its wares to the others.

The National Salesmen’s Crusade has as its aim the speeding up of the
selling process—the rate of exchange within a community. The Nation
is a collection of communities, If enough communities participate—whole-
heartedly, enthusiastically—ns did Lincoln, Neb.—if enough business con-
cerns decide to put all their resources of energy and experience behind a
determined selling effort—more jobs' for men now unemployed wmust
inevitably result.

Others who spoke at the meeting included James G.
Blaine, President of the Marine Midland Trust Co.; Dana
Cole, President of the Chamber of Commerce of Lincoln,
Neb.; G. W. Mason, President of the Nash-Kelvinator Corp.,
and H. W. Burritt, Vice-President of the same company.

Mr. Blaine said, in part: :

In bringing back the active exchange of goods, services and labor we
ouce had the work cannot be delegated. George can’t do it—alone. - (Even
George Mason, master salesman.) But you the people, we the individuals,
each in his own field, can rebuild the walls, can start America again on
the up road to the greatest prosperity and well-being we have yet known.

From the remarks of Mr. Cole we quote :

Lincoln, Neb., has long been the center of the Nation’s White Spot, but
the National Salesmen’s Crusade has had its part in making that spot a bit
brighter. This crusade has been under way fin Lincoln for nearly a
month—to be exact, it was four weeks ago tonight that our Chamber of
Commerce held a mass meeting of several hundred business and sales
executives, retail store clerks, service station employees, hotel bellhops,
elevator operators, and many others interested in gelling merchandise,
service, or the eity itsalf. The principles back of the crusade—to make
more sales and more jobs—was explained and for the past 28 days Lincoln
has been awake to a new sales consciousness. “Seeing is Believing.” We
have seen in Lincoln those things actually happen concerning which I shali

. briefly speak. . 5

We have seen competitors go to work—shoulder to shoulder—for this
common cause—knowing more sales for all means more jobs for all. When
the gentlemen who are our hosts today first called on us at the Chamber
of Commerce we examined their plan critically. Their competitors were
first called in, and we promptly learned from them that the slogan
““What helps business helps you” was more than a slogan to them. They
were eager to enter into this effort because they knew that “What helps
business helps all.”

Our Chamber of Commerce promptly lent its support because the very
essence of this plan is to enlist all salesmen in an effort looking toward
the improvement of our whole community. ., ., .

In Lincoln we have two classes of people—first, the advocates of govern-
ment panaceas which are supposed to cure every economic- evil; and the
other, those who condemn and grumble at everything the government does.
We have seen both of 'these classes joined in this cooperative effort of
making more sales and more jobs. . .

We are determined to keep the crusade alive and productive, Already
we are devising ways and means for the injection of new ideas to
prevent any falling off in interest and effort, and we are doing some
missionary work outside our own trade area. We have received many
inquiries from other parts of the Nation asking for guidance in Jaunching
the crusade. Our manager is devoting much of his time to this exten-
sion work.

Mayor Copeland of our city has called a meeting of advertising and
sales exccutives to design ways and means of keeping this new selling
effort alive and a new type of service hag been added to our Chamber of
Commerce.

el —

Young Graduates Urged by H. H. Curtice to Face Life’s
Responsibilities—Citizens Advised to Forego Re-
Jdiance on Other Agencies

The prevalent philosophy nowadays emphasizes “the con-
cept of man as helpless in an unfeeling universe,” and this
concept is seen “in the increasing tendency of parents to
insulate children from the realities of life and the conse-
quent attitude of children of: Let father do it. Let him
give me an allowance. Let him provide me an education.
Let him take the responsibility while I take the liberties,”
H. H. Custice, President of the Buick Motoar Division of
General Motors Corp., said on June 19 in addressing the

graduating class of Olivet College, Mich. The topic of the

address was “Do It the Hard Way.” “Step by step,” Mr.

Curtice said, “individuals have denied their independence

and pushed their responsibilities farther away.”

He continued, in part: ;

. The clamor in recent years is altogether about the rights and liberties
of citizens; ‘less and less is heard about their responsibilities, which alone
make rights and liberties possible. Vast numbers of citizen have delegated
their moral and economic independence to others, and have accepted the
role of a victim or a beneficiary. The whole process I am discussing has
been aptly described by a psychological authority as the most wholesale
degradation of character aed personality which the world -has ever geen.

I ask you now, you young men and women, have you no bhattle to wage?
no cause for which to fight? Every sign of the fatalism I have empha-
sized is a proof to the contrary. You have the age-old. battle of the
brave and true and useful, the cause in which the stout-hearted and the
tough-minded always joins as comrades. You have the honor and the
duty of demonstrating to lesser men, to those about you poor in purpose
and weak in will, that the power to advance and grow resides in man
himself, and not in circumstances outside him. I cannot tell you how
best to fight your battle. I would not presume to.  That is your privilege
and your charge. But I would venture the judgment that long from now,
when the gocd fight has measured and_tested and seasoned you, you will
have found that it is most effectively carried forward mnot by vast maneu-
vers and huge concentrations, but by every man in his single strength doing
his level best in the task assigned him, and by thus bettering himself,
bettering the Whole.

—e
Action Toward Formation of National Association
Under Maloney Over-Counter Act Taken at Meeting
of Governing Committee and Advisory Council of
Investment Bankers’ Conference, Inc.

At a meeting in Washington this week plans toward the
creation of a National Association of Over-the-Counter
dealers were brought under way. The meeting which
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opened June 21, and continued the next day, was held by the
governing committee and Advisory Council of the Invest-
ment Bankers’ Conference, Inc. At the second day’s meeting
(June 21) the following resolution was adopted:

It is the sense of this meeting .that a National Association of Investment
Bankers and Security Dealers should register under the Maloney Act;
that the matter be referred to the special committee already appointed
and that the committee study and report back its recommendations to the
Governing Committee after consultation with the Securities and Exchange
Commission, Investment Bankers Association and other associations and
others with whom it may see fit to confer.

. Advices from Washington, June 21 , to the New York
Journal of Commerce” said: ,
’Ijhe other associations with which the committee expects to confer are:
California Security Dealers Association; New York Security Dealers Asso-
ciation; New England Security Dealers Association; Iowa Security Dealers’

Association; Maine Investment Dealers Association, and Texas Investment
Bankers Association. <

The special cdmmittee appointed to carry on this work is composed of:

Nevil Ford, New York City, First Boston Corp.; Frank Weeden, San
Francisco, Weeden & Co.; Joseph T, Johnson, Milwaukee, Wis., Milwaukee
Co.; Edward H. Hilliard, Louisville, Ky.; J. J. B, Hilliard & Son; George
Stevenson, Hartford, Conn., Putnam & Co.; Francis A. Bonner, Chicago,
Blair, Bonner & Co.; A. P. Everts, Boston, Paine, Webber & Co.;and A. W,
Snyder, Houston Texas., A, W. Snyder & Co.

From the same advices we also quote:

Two sessions of the Governing Committee and Advisory Council were
held; the first in the morning, and described as being devoted to routine
business, and the second in the afternoon, when thére were extended dis-
cussions of the Maloney bill and the position of the conference under the bill.

At luncheon Commissioners Mathews, Healy, Frank and Hanes of the
SEC, and Ganson Purcell, director of the Trading and Exchange Division;
Sherlock Davis, assistant director, and Milton Katz of the legal division,
were guests. Acting Chairman Mathews addressed the meeting on the
subject of the Maloney bill and the association or associations that should
be formed under it.

At the afternoon discussion of the measure and the position of the con-
ference under it a statement was issued saying that “it was the sense of the
meeting that the conference should offer heartiest cooperation to the SEC
in working out a constructive program.”

Elsewhere in these columns today we are giving the text
of the new Maloney Act.

—_——

Industrial Research Men Discuss Laboratory Operation
and Other Problems at Meeting at Atlantic City

Industries in the fields of textiles, iron and steel, optical
and other instruments, paper, soap, home appliances,
chemieals, &c., were represented at meetings of the newly
organized Industrial Research Institute held at the Hotel
Dennis, Atlantic City, N. J., on June 17-18, with Robert B.
Colgate, Vice-President in Charge of Research for the
Colgate-Palmolive-Peet Co. of Jersey City, N. J., presiding.

Executive  directing industrial research for their com-
panies participated in round-table discussions dealing with
administration, organization and personnel problems of
their scientific research laboratories. Improvement of the
general efficiency of laboratory administration and methods
of increasing the return on the research investment were
subjeets discussed by the executives attending the meeting.
Surveys along these lines will be conducted by the Institute
during the summer.

The Institute, membership of which is open to industry’s
research executives, received a message of greeting from the
American Council of Commereial Laboratories, which said
in part:

Organization of the Institute reflects a growing appreciation of research
for the success of which the Council shares with the Institute a high as-
piration, .

The Eexcutive Committee of the Institute, of which Mr.
Colgate is Chairman, will operate as a committee of the
National Research Council during the organization stage.

0. A. Pickett, director Hercules Ixperiment Station,
Hercules Powder Co., Wilmington, Del., presided at a round-
table discussion on research organization, and Donald
Bradner, director Research and Development Department,
Champion Paper & Fibre Co., Hamilton, Ohio, was Chair-
man of a round-table dealing with personnel. )

Maurice Holland, Director National Research Council’s
Division of Engineering and Industrial Research, and
acting executive of the Institute, said that another projeet.
contemplated is to cooperate with American ecolleges and
universities so that these institutions can train scientific
research workers along lines required by actual industrial
experience.

Bert White, Vice-President The Liberty Bank of Buffalo,
Buffalo, N. Y., which operates a research advisory service
in the interests of their clients, told the delegates that
bankers today are becoming more conscious of.tgh'e im-
portance of research in the development an dstabilizing of
industry. .Among those who participated in the session were:

H. Earl Hoover, Vice-P:esident, The Hoover Co., Chicago, IIl.;

G. E. Hopkins, Technical Direetor, Bigelow-Sanford Carpet Co., Thomp-
sonville, Conn.; R

L. B. 8wift, Vice-President, Taylor Instrument Co., Rochester, N. Y.,
and Dr. H. L, Mason, Assistant Director of research, for the same company;

John M. Wells, Vice-President, and D, P. Bernheim, Assistanc to General
Manager, American Optical Co., Southbridge, Mas_s.;

H. K. Work, Jones & Laugnlin Steel Corp., Pittsburgh, Pa.;

B. D. Thomas, Assistant to Director, Battelle Memorial Inscitute,
Columbus, Ohjo, and . g

L. Dearstyne, Collins & Aikman Corp., Philadelphia, Pa,
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U. A. W. A. Faces Internal Dissension—C. I, O. Union
Suspends Five Officers

Internal difficulties in the United Automobile Workers

Union of America, an affiliate of the Committee for Indus-
trial Organization, were partly met on June 17 when the
union’s Executive Board, headed by President Homer Mar-
tin, paid the $5,000 weekly payroll on schedule. George F.
Addes, suspended Secretary-Treasurer, had raised questions
of the proper authorizations to make payments. Meanwhile,
the union was faced with the threat of a per capita tax
strike, following the suspension of five officers. This situa-
tion was described as follows in Associated Press Detroit
advices of June 15:
. Per capita tax receipts, “life blood” of the union, were réported to have
totaled $120 Tuesday, & day when $12,000 ordinarily is contributed by
‘Jocals under an agreement to pay 87%c. monthly to the international office
for every employed member.

Funds of the union, said to amount to $100,000, were tied up in a
Detroit bank. The anti-Martin group has served notice on the bank it
would take legal action if funds were paid out on order -of Delmond Garst,
appointed  Acting Treasurer by Mr. Martin after he suspended George
Addes, the elected Treasurer.
 Martin allies said the union administration had not filed a required
signature card at the bank and would be unable to do eo until Mr, Martin
returned to Detroit. He was in New York.

A delay of several weeks was predicted for resumption of the union
Executive Board’s meeting to arrange for trial of the suspended officers.

A special convention which Mr, Martin’s opponents said they would seek
in case of formal ouster might be delayed for several months because
of technicalities.
refusing to pay the per capita tax could “starve” the administration group
by tying up the union’s funds.

—————————

CIO Union Victor Over A. F. of L., in NLRB Decision—
Longshoremen’s Union Led by Harry Bridges Is
Recognized as Exclusive Bargaining Agent for
Pacific Coast .

An important victory over the American Federation of
Labor was recorded by the Committee for Industrial Or-
ganization on June 22, when the International Longshoremen
and Warehousemen’s Union, a CIO_affiliate, was certified
bydthe National Labor Relations Board as the exclusive
bargaining agency for all longshoremen in 31 Pacific Coast
%orts. _Pacific Coast longshoremen, under the leadership of

arry Bridges, seceded from the Federation’s International

Longshoremen’s Union in 1937 and created their own organi-

zation. The NLRB decision was summarized as follows in

United Press Washington advices of June 22:

P The Board’s action was unprecedented in that it established the first

major geographical bargaining unit in certifying the I. L. W. U. as sole

bargaining agent for all longshoremen who work for companies which belong
to the following lemployers’ associations: Waterfront Employers of Seattle,

‘Waterfront Employers of Portland, Waterfront Employers’ Association of

San Francisco, Waterfont Employers' Association of Southern California,

Shipowners' Association of the Pacific Coast,

The Board said 9,557 of the 12,860 eligible workers had signed cards
designating Bridges's union as their exclusive representative in bargaining
over wages, hours and other conditions of employment. .
The decision represented a major victory for Bridges, Australian-born
‘West Coast CIO director, against whom deportation proceedings have
been instituted on grounds that is a member of the Communist party.
These proceedings have been postponed by the Labor Department pending
a Supreme Court ruling on a recent New Orleans Circuit Court decision
that Communist party membership is not a cause for deportation.

The NLRB ruling covered one of the major points at dispute in the:
widespread west coast maritime strike of 1934 when the longshoremen,
then members of the A. F. of L.’s International Longshoremen'’s Association,
struck for a coastwise agreement.

The A. F. of L, and the reorganized I. L. A., formed from dissenting
unionists who would not join the CIO, asserted before the NLRB that the
Board had no power to designate a bargaining unit to negotiate with more
than one individual employer. But the Board overruled this contention.

. “Action by the longshoremen, if it is to be effective, must be concerted
and co-ordinated,” the NLRB said. ‘‘At the present time, sympathy
among the longshoremen is such that, in the absence of other factors, they
will refuse to work ships diverted from a port in which there has been a
lockout, Unless the longshoremen’s activities are completely integrated,
therefore, there will be disorganized strikes. . . .

“‘The lessons of the disastrous local strikes in 1916 and 1919 have brought
home to the longshoremen that action which is not coast-wide will result
in a harmful setback to their self-organization.

“The companies contend that the working rules differ in various ports
and that that is indicative of the impropriety of a coast unit. It must be
noted, however, that wages, hours, methods of hiring, methods of settling
grievances, payment of penalty cargoes, and maximum sling loads are
uniform on the Pacific Coast. There are divergences in thé working rules
only in minor matters. . . ."”

These ports are included in the certification order: San Diego, San Pedro
and Los Angélesfharbor, San Francisco, Seattle, Portland, Santa Barbara,
Ventura and vicinity, Everett, Aberdeen, Port Gamble and Paulsbo, Port
Townsend, Raymond, Vancouver, Reedsport, Rainier, Astoria, North
Bend, St. Helens, Longview, Bandon, Port Orford, Newport, Bellingham,
Tacoma, Olympia, Anacortes, Port Angeles, Eagle Harbor, Freeland,

- Crescent City, Monterey and Eureka.
—

Formation of Commodity Distributors, Inc.—To Serve
as Nationwide Distributing Organization for Com=-
modity Corporation Shares )

Following a luncheon forum on commodity markets con-
ducted by Commodity Corporation in New York on June 20
and attended by a group of over 100 investment dealers from
all parts’of the country, plans were laid for the formation of
Commodity Distributors, Inc., a nationwide security dis-
tributing organization, according to announcement made on
June 24 by Hal ¥, Lee, President of the new organization.
Described as a ‘“‘cooperative -distributing group,” Com-

It was conceded that action of anti-Martin locals in -
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modity;Distributors, Inc., will serve as selling agency for the
shares of Commodity Corporation, commodity investment
trust designed to offer the investor the opportunity to invest
in a cross-section of basic commodities, it was stated, The
Board of Directors of the new organization will comprise the
following men prominent in the investment field, according
to Mr. Lee’s announcement: :

A. G. Boesel, of Jackson Bros., Boesel & Co.

‘W.W. Lanahan, of W. W. Lanahan & Co., Baltimore, Md.

Wilson Scott, of Grobbs, Scott & Co., Pittsburgh, Pa, °

Jonathan Chace and B. Shapleigh Symonds of Chace, Whiteside & Co.,
Boston, Mass.

8. C. Couch of 8. C. Couch & Co., Little Rock, Ark.

G. A. Gantz of G. A. Gantz & Co., 8t. Louis, Mo.;

‘Marston Cummings of San Francisco, Cal.

Shelton A. Jones of Choate, Hall & Stewart, Boston, Mass.

Lyttleton B. P. Gould of New York. .

E. F. Bigoney of E. F. Bigoney & Co., New York and

David L. Shillinglaw of David L, Shillinglaw & Co., Chicago.

Mr. Lee further stated in;his announcement of June 24:

It is the opinion of many of the important investment houses of the
country that numerous endowed institutions, individual estates, and
private investors are anxious to hold commodities, i. e., raw materials, as a
hedge against a Jower purchasing power for the dollar. Commodity Cor-
poration is a Massachusetts investment fund of the “‘open-end” type which
permits investors to obtain an interest in a cross-section of basic commodi-
ties. Capitalization of the trust consists solely of 200,000 shares of capital
stock. Shares are priced at the liquidating or market value of the com-
modities held at time of purchase. As is the case with most ‘“‘mutual funds”
invested in stocks, shareholders in Comrhodity Corporation may also ‘‘cash
out’* their interest in the fund at will.

——

Death of Royal S. Copeland, United States Senator
from New York—Was Formerly Health Com-
migsioner of New York City—Governor Lehman
Announces Senate Candidacy
Funeral services were held June 21 at Suffern, N. Y.,
for Royal 8. Copeland, Senator from New York, who died
at Washington on June 17 after a short illness induced by
overwork during the closing days of the Seventy-fifth Con-
gress. Senator Copeland, who was 69 years of age, was a
Democrat, but was a staunch opponent of major New Deal
policies. Official representatives of the Senate and House
attended the funeral services. President Roosevelt sent the
following telegram to Mrs. Copeland on June 17:

We have been greatly shocked to hear of the Senator’s sudden death.
Mrs. Roosevelt joins me in sending to you our very deep sympathy.

FRANKLIN D. ROOSEVELT.

Senator Copeland’s career was outlined as follows in
United Press Washington advices of June 17:

As senior Senator from New York he had many important committee
asgignments.  Friends pointed out that toward the close of the session he
had served on eight conference committees seeking to reconcile differences
between Senate and House versions of various measures.

He was the author of the Colepand-Lea pure food and drug bill, enacted
this session, and headed the powerful Maritime Committee, which was
engaged in drafting a great deal of controversial legislation this spring.

A lifelong conservative, Mr. Copeland was elected to the Senate Npv. 7,
1922, and reelected in 1928 and 1934, Prior to becoming Senator he
served four years as Health Commissioner of New York City.

He achieved national prominence on several fronts, writing a widely-
syndicated newspaper health column and conducting health radio broad-
casts for several years. Last year he was an unsuccessful candidate for
Democratic and Republican nomination in the New York Mayoralty race.

‘Only last summer, during the bitter fight over the Administration’s ill-
fated government reorganization bill, he warned his colleagues that they
should watch their health in order to avert exhaustion in the Capital’s
intense heat,

Shortly before the unexpected death of Senate Majority Leader Joseph T.
Robinson (Dem., Ark.), who ‘ed the fight for proponents of the plan,
Senator Copeland approached him and warned that his health would not
stand up under the strain. @ €

Senator Copeland had been active on the floor during this week’s arduous
sessions. Tuesday night [June 14] he led an unsuccessful fight to insert
additional funds in the $275,000,000 last deficiency bill for improving
army housing and barrack facilities. .

Almost since inception of the New Deal he fought Mr. Roosevelt’s social
reform and spending program. He played a leading role in the struggle
by conservative Democrats against measures such as the Supreme Court
enlargement and government reorganization bills. He opposed the world
court plan and other New Deal issves. ’

He was among the first of the little band of conservative Democrats
about six months ago to sign a petition circulated by Senator Josiah W.
Bailey (Dem., N. C.) to rally the “old liners” into an effective bloc to
return to the “old order of democracy.”

As Chairman of the important Senate Commerce Committee, he was in a
position—and utilized it—to head off many New Deal measures that did
not coincide with his beliefs.

He was popular among his colleagues and in demand as a radio speaker
and guest at social functions. His colleagues said that his following in
New York State was built up, not as a politician, but by his long-standing
reputation of the “family doctor.”

He brought the wrath of the Committee for Industrial Organization on
his head during the past session when he fought for and botained passage
of a bill for mediation of maritime labor disputes. The bill, which came
after a long investigation into labor troubles within the merchant marine,
is now waiting signature by President Roosevelt.

Governor Lehman of New York on June 21 announced
that he was willing to become a candidate for the United
States Senate seat vacated as a result of the death of
Senator Copeland. United Press advices of June 21 from
Albany reported this announcement as follows:

The Governor, in a formal statement, said:

“If my party desires me to be a candidate for the office of U. S. Senator
to succeed Senmator Copeland, I will zccept the nomination.”
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. Thus, Governor Lehman, who broke with President Roosevelt on the
Bupreme Court reorganization plan, virtually withdrew himself as a candi-
aate for re-election.

Mr. Lehman’s statement, issued only a few hours after he attended
Senator Copeland’s funeral in Suffern, N. Y., came as a political bomb-
shell on capitol hill,

. The Governor, once described by Mr. Roosevelt as “my good right arm,”
has been cool toward the New Deal for the past two years.

The Democratic Party probably will nominate Mr. Lehman at. the
Democratic State convention as a candidate to fill out the two-year
unexpired term of the late senior Senator from New York.

Mr. Lehman’s willingness to go to the Senate seemed certain to result
in a wide scramble for the Democratic nomination for Governor.

Many observers believed Mr, Lehman’s action would result in a New
Deal drive to draft United States Senator Robert F. Wagner (Dem., N. Y.),
for the nomination for Governor.

Senator Wagner, staunch New Deal supporter, was understood to prefer
to remain in the Senste. i

In .any event, New York State voters, because of Senator Copeland’s
death, must elect two United States Senators in November—a fact likely
to focus the Nation’s political interest on President Roosevelt’s home State.

Senator Copeland, who was born at Dexter, Mich., on
Nov. 7, 1968, came to New York City in 1908. Funeral
services for the late Senator were held at his summer home
at Suffern, N. Y., on June 21. In an account from Suffern
on that date, the New York “Sun” said: ’

Present among the large gathering of his friends and admirers wree a
number of his Senate colleagues, Governor Lebman, Mayor LaGuardia and
g;:;l;:: persons  prominent in the political, business and civie life of the

. Former Mayor John P, O’Brien of New York arrived at the funeral
in Mayor LaGuardia’s car.

The funeral address was given by the Rev. Dr. Charles P. Bispham,
rector of Christ Episcopal Church, here, and Masonic services were -also
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conducted at the home and at the grave in Mahwah Cemetery,

Mahwah, N. J. :

A guard of American Legionnaires from posts all over Rockland County
kept watch at the bier until the funeral. In ‘tribute to its most illustrious
citizen, Suffern lined some 1,200 public school children along Wayme
Avenue, the main thoroughfare, as the cortege passed on its way from the
home to the cemetery. Boy Scouts also saluted the cortege, and Rockland
Commandery, Knights Templar, of which the Senator was a member, formed
a special guard of honor for the cortege.

The following persons served as honorary pallbearers: Clinton P,
Williamson, New York lawyer; John F. Curry, former leader of Tammany
Hall; Dr. Arthur Chambers, Dr. Louis Kaufman and Dr. Jeremiah O,
Simonson, all of New York; Dr. Joseph H. Ball of Cleveland; Walter G.
Campbell, chief of the Federal Food and Drug Administration; Captain
Dennis J. Mahoney of the New York City Police Department ; Ole Salthe of
New York, and Anthony Cuculo of Suffern,

Vice-President Garner had appointed to attend the funecal Senators
Robert F. Wagner of New York, Edward R. Burke of Nebraska, Walter F.
George of Georgia, and- John G. Townsend Jr. of Delaware. Speaker
Bankhead had appointed Representatives Christopher D, Sullivan, Thomas
H. Cullen, Bertrand Snell and John J. Boylan of New York to represent
the House.

—_—

Death¥of JRepresentative A. H. Gasque of South
Carolina—Was Chairman of Housé Committee on
Pensions—In Congress Eight Terms

Representative Allard H. Gasque of South Carolina died
of heart disease on June 17 at the Walter Reed Hospital
in Washington? He was 65 years old. Mr. Gasque, a
Democrat, began his service in the Sixty-eighth Congress in
1922 and served continuously for 16 years. He was Chair-
man of the House Committee on Pensions.. A Washington
dispatch of June 17 to the New York “Times™ described his
career, in part, as follows:

First elected to the Sixty-eighth Congress and regularly thereafter,
Mr. Gasque served the Sixth South Carolina District continuously for 16
years. He was for eight years a member of the State Democratic Execu-
tive Committee, four years County Chairman of the Democratic party,
and 10 years City Chairman of the Democratic Executive Committee.

Born March 8, 1873, in Marion (now Florence) County, 8. O., he was
graduated in 1901 from the University of South Carolina, was elected
the following year Superintendent of Education of Florence County, and
served continuously for 20 years, resigning that officé after his election
to Congress.

[ —

Representatives of New York Stock Exchange”Member
Firms Form Reemployment Committee to Assist
A Unemployed Financial Workers in Finding Po-
sitions
Representatives of New York Stock Exchange member
firms who were invited by William McC. Martin Jr., Presi-
dent pro tem of the Exchange, to organize and direct an
effort to assist unemployed workers in the financial district
in finding reemployment, held their first meeting on June 16
at the Exchange. After the meeting Robert P. Boylan, who
was elected Chairman, announced that the following had
accepted Mr, Martin’s invitation to serve on the Reemploy-

 ment Committee:

Robert P. Boylan, Clement, Curtis & Co.

Prescott S. Bush, Brown Brothers Harriman & Co.
John M. Schiff, Kuhn, Loeb & Co.

John K. Staskweather, Starkweather & Co.
Fairman R. Dick, Dick & Merle-Simth.

Richard L. Morris, Hayden, Stone & Co.

Thomas 8, Lamont, J. P, Morgan & Co.

Chandler Hovey, Kidder, Peabody & Co.

Herbert F. Boynton, F. S. Moseley & Co.

Otis A. Glazebrook Jr., G. M.-P. Murphy & Co.
Percy 8. Weeks, Stokes, Hoyt & Co.

Howard J. Sachs, Goldman, Sachs & Co.

Richard Pigeon, Estabrook & Co., Boston, Mass.
William R. Trigg, Davenport & Co., Richmond, Va.
Ralph 8. Richards, Kay, Richards & Co., Pittsbirgh, Pa,

rd
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C. Newbold Taylor, W. H. Newbold’s Son & Co., Philadelphia, Pa.
Paul H. Davis, Paul H, Davis & Co., Chicago, IIL

William Cavalier, Wm, Oavalier & Co., San Francisco, Calif,
Thatcher M. Brown Jr., Clark, Dodge & Co.

Richard L. Farr, De Coppet & Doremus.

Mr, Martin, in opening the meeting, expressed his appreci-
ation to the members of the group for their public-spirited
response to his invitation. In a letter outlining the objec-
tives of the committee, Mr. Martin said: .

May I say how greatly pleased and heartened I am by your readiness to
participate in the reemployment  effort about to be wundertaken in the
financial district. The fact that you and other public-spirited men have
volunteered to supply the leadership required for an attack on this dis-
tressing problem will give needed. encouragement to the many loyal and
efficient workers in this district who, in the depressed condition of the
financial industry, are deprived of their income.

We are all aware of.the many difficulties involved. We recognize that
employers in Wall Street are doing their utmost already nad that your
undertaking will call for patient and. painstaking application. It would
be unfair to you and cruel to the victims of the depressed condition of
our business to raise hopes impossible of realization. Competent, willing
workers who are equipped by intelligence and training deserve any assist-
ance it is possible to give. I am sure that I voice the sentiment of the
entire financial community when I express the conviction that everything
humanly  possible will be done to find work for those who, through no
fault of their own, find themselves unemployed.

The task which you have generously assumed deserves the hearty support
not only of the financial community but of employers everywhere. Please
call upon me for any assistance that I can give in the commendable,
cooperative work you are to direct.

Following the meeting Chairman Boylan made the follow-
ing statement:

The meeting today was largely devoted to organizing and to an exchange
of ideas as to ways and means of moving promptly and efficiently in the
unemployment emergency which bas within recent weeks become especially
acute among former employees of Stock Exchange firms.

A complete plan of organization and procedure will follow the pre-
liminary exchange of .views presented at today’s meeting, All of . the
members of the group were impressed with the seriousness of the under-
taking and the need of careful planning and preparation, Also there was
a full realization of the difficulties of discovering employment oppor-
tunities in the depressed state of trade and industry and the danger of
encouraging hopes which would be impossible of fulfillment.

In its thorough exploration of the business world outside of the finan-
cial district as well as within it for the discovery of possible employment
opportunity, the committee will be prepared to recommend persons of
exceptional experience and demonstrated ability.

Prescott S. Bush will act as Vice-Chairman and Richard L. Farr as
Secretary of the group. ;

The committee will open an office in the financial district and publie
announcement will be made as to the machinery that will be set up for
the registration of former employees of New York Stock Exchange firms
secking employment.

e
Senate Confirms President Roosevelt’s Nomination"of

Judge William Clark to United States Third Circuit
Court of Appeals
President Roosevelt’s nomination of Judge William Clark
of New Jersey to be Judge of the United States Third
Circuit Court of Appeals was confirmed by the Senate on
June 16 by a vote of 57 to 5. The President nominated
Judge Clark on June 10 and the nomination was favorably
reported by the Senate Judiciary Committee on June 15.
He succeeds Judge J. Whitaker Thompson, who retired.
Judge Clark has served in judicial capacities since 1923,
when he was appointed to the New Jersey Court of I_Crrors
and Appeals. Since 1925 he has served as Federal District
Judge in New Jersey.

New York Stock Exchange Apg&ints New Cou___nsel ik
£ The Board of Governors of the New_York Stock Exchange
at its meeting on June 22 approved the appointment of
Milbank, Tweed & Hope as general counsel for the Exchange.

’ ————

Federal Reserve Bank of St. Louis Elects C. F. Ferry
as Assistant Vice-President :

The Federal Reserve Bank of St. Louis announced on
June 20 the election of Charles F. Ferry as Assistant Vice-
President, effective June 9, 1938. He entered the employ of
the Federal Reserve bank on June 18, 1918, and has been its
bank relations representative for the past 16 years. Mr.
Ferry will retire Oct. 1, 1938, in accordance with the Retire-
ment System of the Federal Reserve banks, and will be
succeeded in the bank relations work by Howard H. Weigel,
Assistant Viee-President.

L ———
Toronto Stock Exchange Elects Frank” G. Lawson
as President Succeeding N. C, Urquhart

At the annual meeting of the members of the Toronto
Stock Exchunge, held on June 21, Frank G. Lawson was
elected President to succeed Norman C. UrquhartZ whose
presidential term of office had expired. The position of
Vice-President was filled by the Hon. Manning W. Doherty,
while Gordon R. Bongard was made Secretary and T, A,
Richardson, Treasurer, All the officers were elected by
acclamation. Members of the Managing Committee also re-
turned by acclamation were: Norman C. Urqubart of N. C.
Urquhart & Co., Fred J. Crawford of F. J. Crawford & Co.,
. B. Dugzan of Duncanson, White & Co., J. F. Stewart of
Stewart MeNair & Co., and J. M. Scott Jr. of J. M. Ceott Jr.
& Co. - Elected to the committee to succeed Harry B.
Houser, who retired from the Board after many years of
service, was Wilfred G. Malcolm of A. E. Ames & Co. The
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new member served last year on the Floor Committee. The
new President makes the fortieth incumbent to hold office
of the Toronto Stock Exchange. He entered the financial
business with W. L. McKinnon & Co., later joining Stanley
Moss in the formation of Moss, Lawson & Co., who became
members of the Toronto Stock Exchange in 1925. Mr. Law-
son has-had continuous service on Exchange committees
since 1928, being Treasurer in 1931 and Secretary in 1932
of the old Toronto Exchange; was Chairman of the Building
Committee responsible for the erection of the new Stock
Exchange building, and occupied the position of Vice-
President last year. :
.——-—.—’.—-——_ ¢

Fifteen Special Committees Appointed by President

Lawrence of New York State Chamber of Commerce

to Consider Industrial Relations, Judiciary Reform,

World’s Fair, and Other Important Matters

The Chamber of Commerce of the State of New York on
June 19 made public the personnel of 15 special committees
appointed by President Richard W. Lawrence to supplement
the work of the several standing committees which are
elected at the annual meeting. The special committees will
censider such matters as industrial relations, judiciary re-
form, relief of congestion in tax assessment reviews, na-
ticnal defense, immigration, the World’s Fair, &c. They
will submit their reports to the Executive Committee, of
which William J. Graham is Chairman, before presenting
them to the Chamber for approval.

The World’s Fair Committee, with 15 members, is the
largest, and with the opening date of the exposition less
than a year away, is expected to be one of the busiest of
the special Chamber groups. Lawrence B. Elliman, of the
real estate firm of Pease & Elliman, is Chairman, succeed-
ing George McAneny. The committees follow :

Conservation of State Waters, Lands and Forests—Guy DuVal, Chair-
man; J. Richmond Pitman, Francis Louis Slade, Eric Pierson Swenson,
Farnham Yardley.

Industrial Problems and Relations—Lewis R. Gwyn, Chairman; Fred-
erick Coykendall, Fred B. Dalzell, Jeremiah R. Van Brunt, Frederic T.
Wood.

Advisory to School of Business of Columbiz University—Charles L.
Bernheimer, Thomas A. Buckner, Frederick Coykendall, John M, Davis,
Charles T. Gwynne, Willard V. King. ’

National Defense—Howard C. Smith, Chairman; James G. Harbord,
Arthur E. Orvis, Robert D. Sterling, John B. Trevor.

Aviation—Albert C. Lord, ‘Chairman; Jchn 8. Burke, Sherman M.
Fairchild, Jerome J. Hanauer, John J. Ide, Fremont €. Peck.

Immigration and Naturalization—John B. Trevor, Chairman ; Edward L.
Back, Francis K. Stevens, Henry R. Sutphen.

Housing—Charles G. Meyer, Chairman; Duncan . Harris, George
McAneny, Francis K. Stevens, Richard W. Lawrence, Alfred V. 8. Olcott,
Leclanche Moen.

World’s Fair—Lawrence B. Elliman,”Chairman; Alfred L. Aiken, Her-
man B. Baruch, Walter H. Bennett, Harvey W. Corbett, Thomas Darlington,
Joseph P. Day, Ernest Iselin,) George McAneny, Arthur M. Reis, Paul
Schwartz, Hugh Grant Straus, D. L. Tilly, Frederic T. Wood, Clarence M.
Woolley.

Law Reform——John D. Dunlop, Chairman; Howard Ayres, Richard G.
Babbage, Charles L. Bernheimer, Lawrence E. Elliman, H. Boardman
Spalding, Robert D. Sterling, Charles A. Weil,

Certiorari Proceedings in Tax Assessment Cases—Lawrence B. Elliman,
Chairman ; Richard G. Babbage, Philip A, Benson, Bernard P. Day,
Frederick W. Ecker, Duncan G. Harris, Robert L. Hoguet, Peter Grimm.

Speakers and Publications—Joseph H. McMullen, Chairman; Xenneth
C. Hogate, Roswell C. McCrea.

Advigory on Portraits—Henry Schultheig, Chairman; Harvey W. Corbett,
Alexander McM. Welch,

House—Carl F. Ahlstrom, Chairman; C. Everett Bacon, Vice-Chairman ;
G. Hinman. Barrett, Richard D, Bloom, Grosvenor Farwell, Gustave A.
Johnson, John Nickerson 3d, Ernest E. Quantrell.

Economical and Efficient Education—Frederick J. Lisman, Chairman ;
Howard C. Smith, A. Wellington Taylor, John R. Todd, Thomas ¥F.
Woodlock.

Tourist Industry—Frederick P, Small, Chairman; Lucius M. Boomer,
John M. Franklin, Nelson A. Loomis,

B e o ——

President Roosevelt Names Nine for Investigation of
Employer-Employee Relations in Great Britain
and Sweden

On June 22, from his home in Hyde Park, N. Y., President
Roosevelt announced the appointment of a special commis-
sion of nine members to study the operation of the British
Labor Disputes Act and Swedish labor relations. The
following is the group named by the President:

Gerard Swope, President of the General Electric Co.

Charles R. Hook, President of the American Rolling Mill Co.

Henry 1. Harriman, former President of the Chamber of Commerce of
the United States.

Lloyd K. Garrison, dean of the University of Wisconsin Law School.

Robert Watt, representative of the American Federation of Labor in the
International Labor Office at Geneva, Switzerland.

William Ellison Chalmers, Assistant United States Labor Commissioner
at Geneva.

William H. Davis., lawyer, of New York City.

Mrs, Anna M. Rosenberg, of New York, Regional Director of the Social
Security Board.

Miss Marion Dickerman, principal of the Todhunter School of New York.

In letters to each member of the group the President
acknowledged their acceptance of the appointment to co-
operate on the preparation of a report on labor conditions in
Great Britain, and asked them to proceed to Sweden to
make a similar study there.

The letter coneerning British labor relations follows:

It is with great pleasure that I have learned that you have accepted the
invitation of the Secretary of Labor to cooperate in the preparation of a
report on industrial relations in Great Britain. i
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In view of the many comments that have come to my attention relative
to industrial relations in Great Britain, I feel that there is a definite need for
an impartial report which will adequately portray the real situation that

prevails in British industry.
I trust that, through conferring with British Government officials,

industrial leaders and labor officials, you will be in a position to report to
the Secretary of Labor not only on the exact status of labor-employer rela-
tions in England, but also on the evolution of the established and accepted
procedures that account for the current state of industrial relations in that
country.

Regarding the investigation of Swedish conditions the
President said:

With reference to my letter of June 16 relative to the investigation of
labor conditions in Great Britain, I should appreciate it if, in the course of
your investigation, you would arrange to proceed to Sweden and prepare a
similar report on empleyer-employee relationships in that country.

I trust that your report to the Secretary of Labor will deal fully with the
situation as you find it to prevail in Sweden and the reasons therefor.

A reference to the President’s plans to send a commission
to Great Britain appeared in our issue of June 11, page 3741.
PO —

Eugene R. Tappen Resigns éi Secretary of New York
Curb Exchange

Eugene R. Tappen, who has been with the New York Curb,
Exchange for over 26 years and its Secretary since December,
1928, has resigned on account of ill health, it was announced
yesterday (June 24). His resignation, which was submitted
to the Board of Governors is to be effective Aug. 31. The
Board adopted resolutions expressing its appreciation of Mr.
Tappen’s long service as Secretary of the Exchange and its
regret that the state of his health compelled his retirement.
The Curb Exchange’s announcement continued:

Mr, Tappen first became connected with the Curb on March 29, 1912, as
office manager at 25 Broad Street, the headquarters of the then New York
Curb Market Association. On May 26, 1915, he was appointed Assistant
Secretary, which office he held until May 9, 1923, when he became First
Assistant Secretary, continuing in that capacity until Dec. 26, 1928, when
he was appointed Secretary, succeeding Alfred B. Sturges.

He purchased a membership on the Exchange on Feb. 9, 1916, while
still retaining his office as Assistant Secretary, which was permissable at
that time. On Sept. 12, 1917, he was elected to the Board of Governors to
fill a vacancy, and was twice re-elected for three year terms, in 1918 and
1921, He sold his membership on Feb. 27, 1929, and thereafter devoted
himself solely to his duties as Secretary of the Exchange. He has been on
leave of absence for the past three months, but on the advice of his physician
has decided not to return to his strenuous work as Secretary of the Exchange,
No successor has been appointed.

—

Godfrey D. N. Haggard Appointed British Consul
General at New York

Godfrey D. N. Haggard, British Consul General of Paris,
has been appointed British Consul General at New York, it
was announced in London on June 9. He will succeed Sir
Gerald Campbell, recently named High Commissioner to
Canada. Mr. Haggard, who began his consular service in
1908, was Consul General at Chicago from 1928-1932 and
since then has been at his post in Paris. He is expected to
take up his duties in New York in the autumn. :

—.———‘—-
Chicago Stock Clearing Corporation Elects Directors
and Officers for Coming Year

At the annual meeting of the Chicago Stock Clearing
Corporation held on June 22, Arthur M. Betts, Morton D.
Cahn, Ralph W. Davis, George E. Dernbach, Warren A.
Lamson, Irving E. Meyerhoff, Charles C. Renshaw and
Hugh H. Wilson were elected directors for the ensuing year.
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