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The Baltimore and Ohio Railroad Company

Baltimore, Maryland

February 20, 1939
To Holders of
Refunding and General Mortgage Bonds, Series D and F,
of The Baltimore and Ohio Railroad Company:

Pursuant to the Plan for Modification of Interest Charges and
Maturities dated August 15, 1938, there will be paid on March 1,
1939, 1/5 of the interest payable on that date on Refunding and
General Mortgage Bonds, Series D and Series F, being the fixed
interest payable under the Plan. This amounts to 14 of 1%, of the
principal of the Bonds or $5.00 per $1,000 Bond.

Contingent interest on these Bonds for the period from.Sep-
tember 1, 1938 to December 31, 1938 is payable under the Plan
on May 1, 1939, if and to the extent that the earnings for that
period were sufficient for the purpose. - The contingent interest
acerued on the Bonds for such period was 1 1-39, of the principal of
the Bonds, and the earnings for the period were sufficient to provide
for such interest. This amounts to'$13.33 per $1,000 Bond.

For the convenience of the bondholders and to save expense -

the Company proposes to make payment of this amount,.on March

‘1 instead of May 1, so that the total amount-of fixed and contingent

interest payable on’March 1 will be 1 5-69, of the principal amount
of the bonds, or $18.33 per $1,000. Bond.

In order to receive this payment, holders should present cou-

* pons of March 1, 1939, in the usual way (preferably through their

local banks). Coupons should be accompanied by the usual owner-
ship certificates and by a letter of transmittal duly filled out and
signed.  Coupons will be stamped to show the amount paid thereon
and returned to the bondholders, and should be reatta,ched to the
appropriaté bonds.

Security holders who have not received copies of the Plan or who
desire additional information, will please address the Company or

Telephone Whitehall 3-9770
25 Broadway
New York City

THE BALTIMORE AND OHIO RAILROAD COMPANY
by J. J. JENKINS, Treasurer S

The “EXPANDIT” BINDER
A Prat:tica}~ and Serviceable Binder for Your
Magazines and Pu_blicatio'ns

25 Spruce 8t.,
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Dividends

@MMERC[AL JesmenT JRissT
CORPORATION

CAi

Convertible Preference Stock, T yhe
$4.25 Series of 1935, Dividend LIFE INSU RANCE COMPANY

A regular quarterly dividend of $1.06){ on the

(llgonsvertifble Pref;:l—eélcec ISXick, stt.,zEs Serigs’\ﬁf‘ OF BOSTON, MASSACHUSETTS
35, of COM R IN STMET »

TRUST CORPORATION has been declared GUY W. COX, President

payable April 1, 1939, to stockholders of :

recrrd at the close of business on March 10, -
1939. The transfer books will not close. Checks 7 6 .lh A " " “ A L s TAT E M E " T
will be mailed.

Common Stock—Regular Dividend )
A regular quarterly dividend of $1.00 per share ' ' : DECEMBER 31 s 1938

in cash has been declared on the Common Stock

of COMMERCIAL INVESTMENT TRUST

CORPORATION, payable April 1, 1939, to

stockholders of record at the close of busines. g

March_10, 1939. The transfer books will not ' :

close. Checks will be mailed. . INSURANCE IN FORCE totalled $4,175,557,199.00
JOHN 1. SNYDER, Treasurer, d

February 23, 1939, , ~ ADMITTED ASSETS were $920,507,589.11

: ‘ LIABILITIES totalled $839,497,228.26, including the
E———— ———— " legal reserve of $761,541,356.00 on policies in force,

-and dividends to policyholders of $19,567,271.14
payable in 1939.

TOTAL SURPLUS RESOURCES amouated to

4 $81,010,360.85, including . contingency reserve of

FOHS OIL COMPANY "+ $25,000,000.00 and general surplus fund of.

DIVIDEND NOTICE ' . $56,010,360.85. ' :

‘A cash distribution of 3_15 per ' TOTAL PAYMENTS TO POLICYHOLDERS for the

share has been declared on 'the year 1938 equalled $92,791,267 — an average of

outstanding common ‘stock of this , $308,277 for every business day. Such payments since

corporation, payable March 11, organization— plus’ reserves held —now total
1939, to stockholders of record as $2,177,390,680.

of the close of business February DIVIDENDS TO POLICYHOLDERS for 1939 are

- 25, 1939. . maintained on the same scale as for 1937 and 1938;

CORA B. FOHS, Treasurer. ) and the aniouz_xt to be paid is $19,567,271, an increase
of $1,163,482 over the amount set aside for last year.

Houston, Texas. :

‘ﬂﬂm E. I. bu PONT DE NEMOURS r
& Company -

- WLMINGTON, DELAWARE: February 20, 1939 Dividends
The Board .of Directors has declared this day a

dividend of $1.50 a sha i ; ‘
Debenture. Stock and 3 dividend of erima™ |+ KENNECOTT COPPER CORPORATION

' . 4
WANTED
. share on the outstanding Preferred Stock-$4.50 120 Broad New York'

Cumulative, both payable April 25, 1939, to FORCHETs Fae‘l:ru:r;r 21, 1939. CHRONICLES

stockholders of record at the close of business on i . .
April 10, 1939; also the first quarterly “interim” pm‘? 5‘}:,:;.% ﬂﬁrﬁgg?nbgéntggﬁgﬁvgy( Zfzggnggg:: durs. 34400
s dzvldend.for the year 1939 of $1.25 a share on the Copper Corporation, payable on March 31, . Jan. 71922
outstanding Common Stock, payable March 14, 1939, to Stockholders of record at the close of Jan. 51924
1939, to stockholders of record at the close of business on March 3, 1939. : J 9 1926
business on February 27, 1939. : R. ¢, KLUGESCHEID, Secretary. an.
W. F. RASKOB, Sccretary 5 » < Jan. '81927

v INTERNATIONAL HARVESTER COMPANY _ j:: ; iggg

The Directors of International Harvestor Com- ol J
THE ELECTRIC STORAGE BATTERY CO. pa&y;ﬁm.;fe};ﬁqua#‘ﬁr‘i’; dividend of forty cents || Jan. 261929
. : I . on t ommon stock, payable p
' , The Directors have declared kpril 15, 1939 10 all holders of record at tho close ' May 41929
EXIbe from the Accumulated Sur- |of business on March 20, 1939. g : : Oct., 51929

plus of the Company a divi- ; )
LR UTY dend-of Fifty Cents ($.50) BANPORD: B, ,Wﬂgﬁgémw, Oct. 121929

. per share on both the Common Oct. 191929
Stock and the Preferred Stock, payable . .
March 30, 1939, to stockholders of record of NEW YORK TRANSIT COMPANY . Oct. 261929
these classes of stock at the close of business 26 Broadway Jan 31931
" on March 9, 1939. Checks will be mailed. ’ . New York, February 16, 1939, *
H. C. ALLAN, Secretary. beg dllivn}enddor Fiflt;eenc (15& (Ee;ts r( ;g:&-)e has janﬂ 13 igg;
; n declared on the Capital -Stoc] .00 par n
Philadelphia, February 17, 1939. value) of this Company gayable April 15, 1939 oy
. f\?I sf.ol;:kzlzol%ra‘sgof record at the close of business | | & 3811- g lggz
/AMERICAN POWER & LIGHT CO. . arch 24, - s an, 1
Two Rector Street, New York, N. Y. e Jan. 41936

PR i e N DS | INTERNATIONAL SALT COMPANY _ e
ferred Stock ($6) and a dividend of 6215 cents| = 16 Exchange Place, Jersey City, N. J. BANK & QUOTATION
er share on the $5 Preferred Stock of American| A 8uarterl dividend of THIRTY-SEVEN J —1914

ower & Light Company were declared on Febru-|and ONE-HALF CENTS a share has been anuary
23, 1939 for payment April 1, 1939, to stock- | declared on the capital stock of this Company December—1916
holders of record at the close of business March payable April 1, 1939, to stockholders of recor: January—1916
10, 1939. These amounts are one-half of the| at the close of business on March 15, 1939. The y
uarterly dividend rates of $1.50 per share on the | stock transfer books of the Company will not be February—1916
eferred Stock (36) ‘and $1.25 per share on the | closed. January—1918
. H. J. OSBORN, Secretary.

$5 Preferred Stock. January—1919

D. W. JACK, Treasurer.
January—1926
- ANACONDA COPPER MINING N
Ifh; Curront quarte;!g diidend 25 Broadway, o January—1931
3 Preferrodus:oc‘:(r:n?a di'i:ive':anﬁf ’ New York, N. Y., February 23, 1939. January——1933
5 cents o share on Common DIVIDEND NO. 123 .
Stock have been declared, pay- The Board of Directors of the Anaconda Copper Will pay 25 cents per copy
oy ol;le Mur:h ?'g. 1939, ;g ralsg;;- ’Il\:lmintg t(i)omxgmyu8 hz(agscd;aclared g dividend l(:-r :
tive holders of recor ebrual A i wenty-five Cen .) _per Bhare upo ts
= Cabpital Stock of the par value of $50. per sxlllare. WM. B. DANA CO.
THE UNITED GAS IMPROVEMENT CO. payable March 23, 1939, to holders of such 25 Spruce Street
I. W. MORRIS, Treasurer 4 shares of record at the close of business at 3 o’clock
January 24, 1939 Philadelphia, Pa. P. M., on March 7, 1939. . NEW YORK
: : . D. B. HENNESSY, Secretary. :
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THE PENNSYLVANIA RAILROAD

| SUMMARY |
OF ANNUAL REPORT
FOR 1938

HE 92nd Annual Report of the Pennsylvania Railroad Company covering operations .
Tfour 1938 will be presented to the stockholders at the annual meeting on April 11,
1939. Total opérating revenues were less than 1937 by $95,549,267 or 21.0%. Operating .

" expenses decreased $80,914,050 or 23.9%, (due to falling off in business and decreased -
outlays for maintenance of roadway, track and equipment). Net income was $11,046,100,
as compared with $27,273,638_in 1937. Surplus was $3,010,781 equal to 0.469%, (23 cents
per share) upon the outstanding Capital Stock (par $50) as compared with 2.9, ($1.45
per share) in 1937. _— g * '

Comparison with 1937
1938 Increase or Decrease

ToraL OPERATING REVENUES were ‘ $360,384,241 D $95,549,267
‘ToraL OPERATING EXPENSES were 257,047,243 80,914,050

D
D 14635217
D 2,107,422
I. 3,140,234
Leaving NET RarLway OpERATING INcoME of.. 57,332,898 D = 15,668,029
INCOME FROM INVESTMENTS AND OTHER SOURCES was 36,226,180 D 1,333,047

D

D

D

D

D

OPERATING RESULTS

Leaving NeT REVENUE FrROM RatLway OPERAT]Ol:JS of 103,336,998
TAXES amountgd s R e s 5y Ve e 4 me N SN 37,225,328
Hire oF EquipMenT AND Joint FaciLiTy RENTS were . 8,778,772

MAKING GrROSS INCOME Of .., oot 93,559,078

. RentaL ror Leasep LINEs, INTEREST ON THE ComPANY's DEBT
* -+ anp OrHER CHARGES amounted to 82,512,978

17,001,076

768,538

16,232,538
109,147

16,123,391

Leavine Ner IncoME of . 11,046,100 -
APPROPRIATIONS TO SINKING AND OrHer Funps, etc.. ... ... 8,035,319

SureLus (Equal to 0.46% on Capital Stock) 3,010,781

A dividend of 1% ($0.50 per éhare) was paid December 20, 19_38, and charged to Profit
and Loss: ‘ :

v FINANCE | . ELECTRIFICATION

Total funded debt was reduced $6,482,910, due to

payment at maturity of $9,646,000 Equipment Trust .

Obligations, $1,100,000 Thirty-year 4% Bonds,
$1,349,500 Sunbury, Hazleton & Wilkes-Barre Rail-
way Company First Mortgage 6%, Bonds and re-
demptions made through operating of sinking funds.
On a 2.70% basis, $6,330,000 Fifteen-year 234%
Equipment Trust Certificates were sold during the
year to pay for new equipment.

Stockholders can obtain copies of the Annual Report from

Electrification program east of Harrisburg has
been completed thus greatly improving and speeding
up east and west transportation of through passen-
gers and freight. These electrified services have re-
sulted in improvements and economies in operation
comparable with those realized from the electrified
operations inaugurated in 1935 between New York,
Philadelphia, Baltimore and Washington.

igitized for FRASER
tp://fraser.stlouisfed.org/
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NEW EQUIPMENT

At a cost approximating $8,456,000, 1,000 gondola
cars, 8 special type freight cars, 2 new design pas-
senger coaches and 20 electric passenger locomotives
were ordered.. More than 1,000,000 man-hours_ of
“employment in the Company’s shops besides further
employment in outside industries will be required
to complete this work.

IMPROVED SERVICE

The largest fleet of advance design passenger
trains in the East—between New York, Philadelphia;
Washington, and Chicago and St. Louis—was placed
in service on faster and more convenient schedules.
The Broadway Limited schedule between New York
and Chicago was reduced to 16 hours and to 1415
. hours between Philadelphia and Chicago, the fastest

ever established for this train between these cities.
Other schedules were quickened and rearranged to
provide the maximum of service and more convenient
times of arrival and departure for the public.

Fast freight service operating on regular schedules
now furnish quick reliable service for carload and
less chan carload traffic, thus affording shippers the
opportumty of developmg wider markets and mak-
ing possible lower inventories, accelerated sales and

. increased production,

'PASSENGER AND FREIGHT
RATES ‘

On March 8, 1938 a 59 increase.in'freight rates
on certain items and 109, on others was authorized
. by the Interstate Commerce Commission. These in-
.creases though helpful, fell far short of meeting the
financial needs of the railway transportation industry.

On July 25, 1938, basic passenger fares in Eastern
Territory were increased to 2}4 cents per mile in

coaches -for an experimental period of eighteen

months,

Basic passenger fares generally have been con-
structed on a fixed rate per mile without regard to
the distance traveled by the passenger. The railroads
in Eastern Temtory have filed tariffs with the Com-
mission proposing,‘effective during the time of the
World’sFair in New York and the Golden Gate Inter-
national Exposition in'San Franciscoin 1939, a pas-

senger rate basis which will reduce therate per mile for
round trip tickets as the distance traveled increases. .
For those visiting both San Francisco and New
York a special flat round ‘trip rate of $90 in coaches -
and $135 in Pullman cars with a choice of routes
w111 be available. '

"TAXES

During 1938 American railroads paid in taxes
almost ten cents of every dollar of their operating
revenues. Since 1921 the tax burden has shown an

- almost steady upward trend and has practically

doubled. Other forms of transportation pay much
lower taxes in relation to their revenue, primarily
because they do not own the rights of way or road-
beds over which they operate. The maintenance and
protection of tracks owned by the railroads together
with all taxes cost. the railroads 31.7 cents. per
dollar of revenue in 1937.

In 1938 the railroad’s taxes equalled the interest
paid on their debt, were about the same as their net .

- railway .operating income and amounted to about

$367 per employee.
NATIONAL RAILROAD POLICY

The management of this Company for many years
has been endeavoring to aid in the development of a
constructive national transportation policy. On
September 20, 1938, the President of the United
States appointed a committee of railroad labor and
management to consider the transportation problem
and recommend legislation. On December 23, the
committee presented to the President a compre-
hensive report, including a survey of all transporta-

" tion agencies, with particular reference to the com-

petitive relationship between the various agencies
and the extent of government subsidies to some of
them. The committee’s basic recommendation was
that a definite national transportation policy of .
equalization be adopted which would provide a fair
field for all and special favors for none, particularly

- with respect to regulation, taxation and subsidies.

STOCKHOLDERS
Capital stock of the Company at the end of the
year was owned by 214,532 holders, a decrease of
1,097 compared with December 31,1937. The average
number of shares owned was 61.4.

The cooperation extended by the security holders, the public and the employes in
getting people to travel and ship via The'Pennsylvania Railroad is appreciated.

M. W. CLEMENT, President

THE PENN SYLVAN IA
RAILROAD

SHIP AND TRAVEL VIA PENNSYLVANIA

J. Taney Willcox, Secretary, Broadl Street Station Building, Philadelphia, Pa.
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The Financial Situation

OR SOME time past the none too well coor-
dinated propaganda machinery of the Admin-
istration has been directing its efforts toward what
has . in some quarters been termed a policy of
appeasement as regards the powers that be and
business. Of -course, no official announcement or
admission to this effect -has been made, and none
was to be expected, but the general tone of most
of the recent official pronouncements, of the inti-
mations of various “spokesmen,” and of most of

the general belief that a further increase in activity
will make its appearance in the next few months.
In other words, business has become more active,
and doubtless is more confident of a continuance
and perhaps a further development of this activity.
Whether the so-called appeasement program had
anything to do with this enlargement of activity
is, to say the least, debatable, however, and in
any event the confidence which inspired it or has
been inspired by it is hardly the kind of confidence

the host of official speech
makers-in and about the
Federal Government can
scarcely leave doubt on
the point. A determined
campaign has been, and
is still, obviously under
way to cast the former
Works Progress Adminis-
trator, now Secretary of
Commerce, in the role of
constructive friend of busi-
ness. A great deal was
made some months ago
of an understanding re-
ported. ‘between the Ad-
ministration and certain

©utility company executives -

supposedly in the name ‘of

. national defense prepared-

ness, and as much of the
more recent agreement
under which certain utility
‘properties were sold to the
Tennessee Valley Author-
ity. Just before sailing
late last week the Presi-
dent again said in effect

that ‘the so-called yard-
stock utility. policies, of the’

Administration were not to

be. pressed further - with’
vigor, - at least . for the

present. At the same time

he . assured business that’

it need not fear new or
additional taxes, at least

so far as he is permitted

to have his way. To this
latter the Secretary of the
Treasury on Thursday
added the statement that

“I sincerely hope that
Jongress will take a careful look at the tax laws

" “what’s the use”

The “What's tI;e Use” Attitude

In the course of an interview on Thursday,

the Secretary of the Treasury said to repre-
sentatwes of the press:

“For myself, the thing that bothers me is
that business men—and I see a good many
of them—have what I call a ‘what’s the use’
attitude on going ahead. I feel this ‘what’s

" the use’ attitude is holding back.business

men from expansion and taking what I would
call normal business risks.”

It is most earnestly to be hoped that other
advisers of the President, and the President
himself, are now troubled by this same phe-

- nomenon. _ If we could feel certain that they

are, and that at long length they also have
come to some real understanding of what
causes such an attitude to develop in the
business community, and what is causing it

now, we should feel quite confident that the’

beginning of fundamentally better conditions
was not far away.
- One of the troubles with those who have

been in posxtxons of authonty in Washington-

for the past six years is that they have never
appeared to understand what makes the
wheels go round (both literally and figur-
atively) in industry and trade. They have
seemd to suppose that they could impose

_conditions which enormously enhance the

risks of doing business, outrageously enlarge
the difficulty of making profit, and take
away in taxes an unconscionable portion of
any profits that are made—and still find the
industrialist, the distributor, the fmancler,
the investor, and the purveyor of services

_eager to assume what are euphemistically

termed “the normal business risks” but which
are no longer such.
From the first they have been repentedly

~ warned by men of judgment and experience

that the programs being projected and from
time to time given effect would induce a
attitude in the business
world—that is to say, rob the business man
of incentive, or rob him of so much of it that
industry and trade would lose its vigor. Such
objections have, one after another, been
waved aside, however, and the New Deal
plans with their restrictive, costly and even
punitive features have been pushed forward
with determination. Evidently the Secretary
of the Treasury is now able to discern the
chickens as they come home to roost.

That he can do so, and actually does s0,
is to be counted a gain.

corporate securities.

which presumably the

“Waghington Administra-

tion is now eager to inspire.
At most it seems to indi-
cate greater faith in the
markets for various kinds
of consumption goods in
the immediate and early
future, and in the assur-
ances that various types of .
Government insurance or’
guarantees bring. The
confidence which per-
suades the entrepreneur to
lay plans boldly for the
distant future and the in-
vestor to furnish the funds
for enterprise which is not

“likely to produce full re--

turns until’ a' considerable
period of time has elapsed,
is apparently about as con-
spicuous by its absence as
it has been for years past
—and one must suppose .
that it is this kind of con-
fidence that is now wanted
by the President and his
followers. Certainly it is
the kind that they ought to
want, :

Real Confidence Lacking
That confidence of this
variety is not at this
‘moment strong or general
is easily to be seen from
the record of new capital

flotations. . Our compila-
tion of new flotations dur-
ing the.month of Deécember
last showed something over
$47,000,000 in “‘new
money”” by the sale of

This compares with a liftle

and see if there are any deterrents holding back
business and business men from making further
commitments. I think the business man ought to
feel that the Administration wants him to go ahead
and take normal business risks and make money.”
Yet all this seems to be failing of its objective,
which is presumably that of instilling confidence
in the business community. It is true, of course,
that a rather extraordinary increase in the rate of
business activity occurred during the last few months
of 1938, and that, while some recession has been

.noted during the past few weeks, it appears to be

over $50,000,000 during December, 1937, somewhat
more than $218,000,000 during the corresponding
month of 1936, less than $67,000,000 in 1935, and
less than $35,000,000 in 1934. The November
figures for the same years were, respectively, $43,-
000,000, $£36,000,000, $109,000,000, $33,000,000,
and $8,000,000. Last month, after a considerable
period of effort to induce confidence, “new money”’
raised by corporations amounted to less than
$5,500,000. In January last year it was over
$46,000,000, in 1937 nearly $97,000,000, in 1936
nearly $73,000,000, and in 1935-a little more than
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$5,000,000. Nor is there any substantial volume
of this type of new financing in immediate pros-
pect, as analysis of registrations under the Securities
Act of 1933 readily discloses. - If much of it is
scheduled for the next month or two, the financial
community has not heard of it.

This failure is due doubtless in part to inconsis-
tencies in the program of appeasement by pro-
paganda. The President one day tells the business
community that it has nothing to worry about, and
the next talks vaguely about possible explosions in
Europe. While his new Secretary of Commerce is
snuggling up to business, his- Department of Justice
is threatening anti-trust actions, and actually is
filing them in court. While “official spokesmen”
are doing what they can to calm the fears and to
soothe the feelings of the business community with
soft words, the Secretary of the Interior is hurling
epithets.

worries about Europe are not lessened by the con-
stantly reiterated and imprudent utterances of the.
- President himself. It is, furthermore, in part an
outgrowth of the fact that the public is endowed
with a better memory than the politicians are usu-

ally willing to concede it. Business men have not-

forgotten that on more than one occasion in the
past the President has had a good deal to say about
“breathing spells” and the likg, only to forget them
- within a short time when it seemed expedient to
do so.” Nor have they overlooked the fact that there
is no dlsposmon in Administration circles.to yield

an inch of the positions that the President has

taken. On thé contrary, the disposition has been

repeatedly shown to be stubbornly belligerent in

demanding a continuation of practically every pro-
gram that has heretofore been initiated.. The ques-
tion must therefore arise in many minds as to

whether -the tale has much me‘mmrr even thourrh

the words are soft.
But the real trouble, we suspect, is that the Ad-

ministration nowhere has given indication of an . ]
.duction in expenditures, and similarly-minded ad-.

understanding of what is really needed to induce
- confidence of the sort required, and presumably

desired. We have already referred to the dearth
of- new financing by .corporations, One of the
causes of this situation is found in the wealth of
certain other types of new financing. Save for the

usual refunding offering of bills, there was no new .

large Treasury offering during the month of Janu-
ary, but the sale of United States savings bonds—
all “new money”’—totaled nearly $146,000,000. In
the preceding month, the Treasury borrowed more
than $780,000,000 over and above refundings. The
total for the year—most of it during the last half—
amounted to nearly $2,600,000,000. Farm loan and
Government agencies borrowed over  $118,000,000
net during January, $55,000,000 during the month
before, and nearly $481,000,000 during 1938. States,
cities and other local governmental units raised
over $76,000,000 in January, more than,$116,000,000
during the month before, and nearly $962,000,000
during 1938, all exclusive of funds obtained from
any agency of the Federal Government.

Under existing circumstances there is, of course,
no question of serious competition for existing
funds. Indeed, in order to make certain that this

' large" public - borrowing program could continue -

without serious difficulty, and apparently in the

Financial Chronicle

- Lack of response is likewise, without:
doubt, in part a result of conditions abroad, but -

" tion to the general rule.
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vain hope that business borrowing would be stim-
ulated, the Administration has taken various steps
from time to time that have resulted in a veritable
flood of lendable funds. Idle money has come to
be taken for granted. But the very processes—the
artificial watering of the money supply and the
extensive use made of it by Government for the
ralslng of enormous amounts of money on the tax-
payers’ promise to repay—have created a situation
highly destructive of the type of confidence now
apparently being sought. It is; of course, often as-
serted that this large volume of public borrowing
and spending is made necessary by the fact that
business is not borrowing and spending, but the
fact is that business is not borrowing and spending,
in part at least, because the Government is doing so

“much of it.

"Taxes and Deficits
This brings us to that question of taxes ‘which
seems to bulk large in the minds of the President
and Secretary of the Treasury. There can be no
doubt that our present system of: taxation is need-
lessly painful. This is particularly true of such

‘imposts as those on undisturbed profits and pay-

rolls. It would be a great help if our whole tax -

‘system could be overhauled with the purpose of

rendering imposts less directly injurious to busi-
ness. The business man is not likely, however, to
lose sight of the fact that any system of taxes which
produces the revenues now collected would be bur-
densome in the extreme. - At least, he has not yet

lost sight of it. But to reduce tax revenues at this

time, or even fail to increase them, is but to add to
the ever present danger of drastic inflation. There
is nowhere in evidence any determined effort to cur-
tail expenditures. What Congress did, regarding
Works Progress Administration funds for the re-
mainder of this fiscal year, is hardly a drop in the
bucket—and it remains to be seen whether the’ at-
titude taken on that occasion is not to be an excep-
At least, the Administra-
tion is definitely on record as opposed to any re-

ministrations in the States and municipalities are
likewise more than ordinarily loath to reduce out-
lays. The business community is tax-minded at
present, but it is fully as deficit-minded.. The Presi-

dent is not likely to induce great confidence in the
longer term future in the minds of business men 8o
lIong as $4,000,000,000 deficits are the rule, and so
long as lesser governmental units are disposed to.
follow in the footsteps of the national Government

‘in gpending and borrowing.

It may be that a certain type of stlmulatlon to
mdnstly particularly in. the consumer branches,
is imparted by such policies as these. Confidence
that the demand for certain types of goods will be
greater for what is popularly known as the near
term or the itermediate term, may be increased in
this way. Every one who has cut his eye teeth
knows full well, however, that spending and bor-
rowing cannot continue forever, and no one is ever
quite free of uneasiness as to when it may have to
be discontinued and what the results may be when
it is discontinued. Moreover, it is obvious that
funds spent to relieve the needy and the allegedly
needy, to construct extravagant school houses,
many other edifices, and parks, to pay farmers not
to produce goods, or to support an army of gov-
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ernment employees to whom is entrusted tasks of
endless supervision, restriction and control of busi-
ness enterprise, creates little or no additional ca-

pactity to produce in the future. Meanwhile, debt is

increasing rapidly, not to say enormously, to be
serviced at some future date. Whether incidental
to all this, or as a separate but kindred policy, the
monetary and credit mechanism of the country, al-
ready in a condition much to be deplored, is grow-

ing steadily more uncomfortable.
this sort is hardly one in which business men feel
free or inspired to assume what would otherwise be
normal -business risks.

There are, of course, a number of other conditions
and situations which also, in an important degree,
tend to destroy the sort of confidence that is now
sought, The National Labor Relations Act, the
wages and hours law, the strait jacket which has
_been strapped about the body of the securities mar-
kets, the Federal Communications Commission, and

. many more—all these are veritable thorns in the
flesh of industry and trade. None of these have to
- do with taxation or with the so-called yardstick
utilities policies. Nor does the mere fact that the
large utility systems have felt themselves obliged
to yield to laws which they have not been able to
persuade - the courts to declare: unconstitutional,
mean that they like these statutes or the regula-
tions under them, or that they feel free of uneasi-
ness or uncertainty as to what compliance may
mean. Yet none of these matters appears to be con:

sidered at all in the program of appeasement.-

Mere desire (if it exists) on the part of the Ad-
‘ministration that business men make money, -is
not enough. Much more, indeed, is needed. Busi-
ness must be permitted those conditions and those
prospects which lead it honestly and firmly to be-

lieve the game is worth the candle if it is to be per-

- suaded to proceed as Administration spokesmen say
they want it to do.. It is too much—a great deal
more than will be obtained=to expect business men

to” devote their savings, their energies, and their -

abilities wholeheartedly to the launching of new
‘enterprises and ' the - expansion of existing enter-
prises unless they are able to feel fairly certain of
success, and a feeling of assurance of success is de-
pendent upon many factors which do not enter
into discussion in Administration circles.

Federal Reserve Bank Stateﬁiént’

FFICIAL banking statistics this week reflect a
‘ ~resumption of the upbuilding of idle bank re-

serves, a process that was interrupted recently by
indirect’ United States Treasury financing through
-the flotation of U. S. Housing Authority and Recon-
~ struction Finance Corporation notes. The swollen
general account of the Treasury with the 12 Federal
Reserve banks diminished somewhat in the abbre-
. viated weekly period to Feb. 21, and this, together

with monetary gold imports of $46,000,000, added to

member bank reserve balances. The excess re-
serves over legal requirements were estimated at
$3,300,000,000 as of Feb. 21, an increase of. $130,-
000,000 over the figure for Feb. 15. Holiday and
other requirements for hand-to-hand money increased
currency in circulation by $13,000,000, which re-
strained the  additions to bank reserves. Other
changes affecting the reserve position were nominal.

The banking statistics this week cover only a six-day"
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period, for the holiday on Wednesday made necessary
figures as of Tuesday evening. It would appear that
the current tendency toward expansion of credit re-
sources will continue for some time, unless interrupted
by fresh drafts on the capital market for Treasury
account. The March income-tax payment period
likewise will tend to interrupt the process. Mean-
while, it appears that a modest demand for accom-
modation is manifesting itself, probably on the basis
of seasonal influences. Business loans of the New
York City reporting member banks increased a
further $3,000,000 to $1,361,000,000, in the state-
ment week. Brokers loans on security collateral were
down. $20,000,000 to $640,000,000.

The Treasury reimbursed itself for most of the gold,
acquisitions of the weekly period by depositing
$43,501,000 gold certificates with the 12 Federal
Reserve Banks, raising the holdings of those insti-
tutions to $12,049,719,000. The regional banks also

Chronicle

" found their “‘other cash” higher, and total reserves of

the 12 banks moved up $51,929,000 to $12,505,-
853,000. Federal Reserve notes in actual circulation -
moved $5,374,000 lower to $4,344,462,000. Total
deposits with the 12 regional institutions advanced
$58,793,000 to $10,516,217,000, with the account
variations consisting of a gain of member bank reserve
balances by $133,357,000 to. $8,840,548,000; a decline
of the Treasury general account balance by $69,-
626,000 to $1,180,791,000; a drop of foreign bank
balances by $40,366,000 to $225,974,000, and an in-
crease of other deposits by $35,428,000 to $268,904,- .
000. The reserve ratio moved up to 84.2%, from
84.19,. Discounts by the regional banks fell $642,000 .
to $4,417,000. Industrial advances dropped $15,000
to $14,647,000, but commitments to make such ad-
vances increased $27,000 to $12,907,000. Open
market holdings of bankers bills were unchanged at
$553,000, and holdings of United States Treasury ob-
ligations were similarly motionless at $2,564,015,000.

- The New York Stock Market

ALTHOUGH price changes were small this week

_on the New York Stock Market, and trading
remained at diminutive levels, sentiment tended to

improve in the later sessions. . The dulness was pro-
nounced at all times, with the holiday interruption on -
Wednesday- aggravating this unfortunate aspect of
‘the financial markets. - Equity turnover on the New
York ‘Stock Exchange was less than 500,000 shares
in two of the full sessions, and did not greatly exceed
that modest level in the other two. Both traders and

_investors were aloof last Monday, and the lack of
- buying interest caused declines of 1 to 3 points in

market leaders, even though there was hardly any
selling pressure. After uncertain and meaningless

variations Tuesday and Thursday, improvement -~ .

finally took place during slightly more active dealings -
yesterday. The final upswing represented the most

" sharply defined movement of the week and it placed .

a number of prominent stocks at levels 1 to 3 points
higher than those prevalent a week earlier. Steel
stocks especially were favored, in the belief that
modest gains in this key industry may ‘take place
soon. ‘Other industrial securities showed smaller net
advances,” with airplane manufacturing stocks in
demand. Railroad and utility stocks developed suffi-
cient strength to place them at fractionally improved
figures.

Continued concern about the foreign situation was
a prominent factor at all times, and promises to re-
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main an important con.uderatlon almost indefinitely.
Rumors of unfortunate developments in Europe and
Asia no longer have their former effect, unless aug-
mented for special reasons. President Roosevelt
supplied such a reason over the last week-end, when
he intimated on his departure for a holiday cruise in
the Caribbean that the foreign situation might neces-
sitate his return before March 4, the date originally
set.  As the effects of this comment wore off the
financial markets reflected improved sentiment, espe-
cially with regard to domestic affairs. Secretary of
the Treasury Morgenthau made the encouraging
statement on Thursday that business is not to be
subjected to fresh taxes, and theimpression spread that
further conciliating comments and possibly even some
hopeful actions will be emanating from Administra-
tion circles. If it should actually develop that Mr.
Roosevelt belatedly is modifying his hostility toward
business interests, this circumstance will prove of
high importance. More than words are necessary,

however, for the string of recent appointments to’

" key positions in the Administration proved most
depressing.

In the listed bond market few changes of im-
portance are to be noted. Best rated investment
media remained in demand, and fresh high records

were not lacking, especially in United States Treasury

obligations. Secondary railroad liens hovered around
former figures, as did most other speculative groups.
Local traction bonds reacted on profit-taking, which
- was prompted by the sharp gains recorded in these
instruments last week. The new issues market re-
mained inactive, but the few small offerings of high

grade bonds were absorbed readily. - There was much -

informal discussion of the need for modifications in
the securities legislation, which is a hopeful indication.
In the commodity markets changes were small and
of no great consequence, but the undertone was firm.

Foreign exchange dealings begin to reflect a release -

of the long sustained pressure against sterling, for
that unit-advanced to the best level of this year.
French francs also were firm.

On the New York Stock Exchange 97 stocks‘

touched new high levels for the year while 84 stocks
touched new low levels. On the New York Curb
Exchange 114 stocks touched new high levels and
73 stocks touched new low levels. Call loans on the

New York Stock Exchange remamed unchanged

.at 1%.
"'On ‘the New York Stock Exchange the sales at
the half-day session on Saturday last were 409,110

shares; on Monday they were 693,340 shares; on .

Tuesday, 465,580 shares; Wednesday was Washmcr
ton’s blrthday and a holiday; on Thursday, 455,320
shares, and on Friday, 967,390 shares. On the New
York Curb Exchange the sales last Saturday were
154,170 shares; on Monday, 155,315 shares; on Tues-

day, 96,585 shares on Thursday, 141,995 shares and

on Friday, 161, 840 shares.

The stock market on Saturday last had much to
be optimistic about, and as a consequence trading
was active and prices closed the day higher. In-
terest in aviation issues was particularly note-
worthy on the strength of European commitments
and orders presently to be placed by the United
States Government for its own needs. The trend
of steel production continued on the increase, and
" thus proved very helpful to the steel shares, Presi-
dent Roosevelt’s pronouncement that business and
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‘ably with those on Friday of last week.
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industry will not be burdened with new or higher
taxes struck a responsive chord among traders
and aided materially in the upward trend of stock
values. The fortunes of the market remain a day-to-
day proposition, and the solicitude shown by the
President on Saturday last over new developments
in Europe brought on sizable liquidation of equity
holdings on Monday. The heaviest losses were sus-
tained by those stocks that responded so well in

/the previous session ; declines ranged from fractions

to three points. Pohtlcal developments at’ home
with respect to industry such as the Government
guit agaist certain tire manufacturers for alleged

- violations of the anti-trust laws and Senator Nye’s

bill restricting aircraft sales to foreign Powers
proved a stumbling block to higher prices. Much

.of the previous day’s news was largely discounted,
_and negative price changes were reflected in Tues-

day’s session as market operations came to a'virtual
standstill. At the opening equities inclined slightly .
toward the high side but soon relinquished their:
modest gains and finished the day at irregularly
Trading was suspended on Wednes-

Washington’s birth. The market received further
stimulation on Thursday from the comments of the
Secretary of the Treasury on the general attitude
of American business men and his reiteration of the
President’s statement that business need mnot fear
the unposition of new or increased taxes. Opening
prices reflected the best levels of the day in a rather
dull session, but gave ground after the second hour
to subsequenfly come under the steadying influence
of more active trading. Of the securities to show
improvement, steel, aviation and copper stocks were’
outstanding examples. Yesterday prices were lifted

" to higher ground on a modest turnover of sales,

with well-known issues one to two or more points
above former levels. As has been usual of late,
aviation, steel and kindred stocks were in best de-
mand, w1th other groups showing more modest im-

provement. Final prices yesterday compared favor-
General’
Electric closed yesterday at 4114 against 4014 on
Friday of last week; Consolidated Edison Co. of
N. Y. at 335 against 827%; Columbia Gas & Elec.
at 814 against 8; Public Service 6f N. J. at 3614
against 3534; J. I. Case Threshing Machine at 86
against 88 ; International Harvester at 6014 against
5834; Sears, Roebuck & Co. at 7334 against 723;;
Montgomery Ward & Co. at 52 against 50%%;
Woolworth at 4834 against 481, and American Tel.
& Tel. at 1573, against 15734. Western Union
closed yesterday at 2154 against 2134 on Friday of

‘1ast week; Allied Chemical & Dye at 17214 against

174; E. 1. di Pont de Nemours at 14834 ex-div.
against 150; National Cash Register at 2255 against
2314 ; National Dairy Products at 1434 against
1434 ; National Biscuit at 2514 against 251/ ; Texas
Gulf Sulphur at 31 against 3034 ; Continental Can
at 3873 against 391%4; Eastman Kodak at 171
against 17434; Standard Brands at 7 against 67g;
Westinghouse Elec. & Mfg. at 11114 against 11114
Lorillard at 24 against 231%; Canada Dry at 185
against 18; Schenley Distillers at 1534 against 1514,
and National Distillers at 277 against 2614.

The steel stocks show further gains this week.
United States Steel closed yesterday at 621/ against
5914 on Friday of last week; Inland Steel at 90
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against 91; Bethlehem Steel at 7214 against 697,
and Youngstown Sheet & Tube at 4814 against 46.
In the motor group, Auburn Auto closed yesterday
at 3% bid against 315 on Friday of last week;
. General Motors at 49 against 4834; Chrysler at
7834 against 7654 ; Packard at 414 against 415, and
Hupp Motors at 134 against 134. In the rubber
group, Goodyear Tire & Rubber closed yesterday at

3414 against 333 on Friday of last week; B. F.
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Goodrich at 217 against 211, and United States,

Rubber at 47% against 46. The railroad shares
closed yesterday above the levels prevailing at the
close on Friday a week ago. Pennsylvania RR.
closed yesterday at 207 against 2014 on Friday of
last week; Atchison Topeka & Santa Fe at 36

against 3434 ; New York Central at 187 against.

18%%; Union Pacific at 97 against 951%5; Southern

Pacific at 171 against 1634; Southern Railway at

1914 against 1814, and Northern Pacific at 117
‘against 11%%.  Among the oil stocks, Standard Oil
of N, J. closed yesterday at 4834 agalnst 49 on Fri-
day of last week; Shell Union Oil at 1314 against
13, and Atlantic Refining at 21 against 2175. In

~the copper group, Anaconda Copper closed yester-
~day at 29% against 2834 on Friday of last week;

American Smelting & Refining at 451/ against 443/,
and Phelps Dodge at 3914 against 38%%.

Trade and industrial reports reflect merely a
continuance of previous. business levels, but the
hope is spreading that a spring rise may develop.

Steel operations for the week ending today are esti- -
mated by. American Iron and Steel Institute at

53.7% of capacity against 54.8% last week, 51.29%
a month ago, and 30.4% at this time last year. Pro-
duction of electric energy for the week ended
Feb. 18, which contained the Lincoln’s birthday sus-
pension, was 2,248,767,000 kilowatt hours against
2,268,387,000 kilowatt hours in the previous week
and 2,059,165,000 kilowatt hours at this time in
1938. Car loadings of revenue freight for the week
~ to Feb. 18 are reported by the Association of Amer-
ican Railroads at 580,071 cars, which is an increase

of 153 cars over the preceding weekly period, and .

of 44,203 cars over the similar week of last year.

As indicating the course of the commodity mar-
“kets, the May option for wheat in Chicago closed .

* yesterday at 69%c. as against 677%ec. the close on
Friday of last week. May corn at Chicago closed
yesterday at 493gc. as against 487gc. the close on
Friday of last week. May oats ‘at Chicago closed

yesterday at 287gc. as against. 281jc¢. the close on -

Friday of last week.

The spot price for cotton here in New York
closed yesterday at 8.90c. as against 8.94c. the close
on Friday of last week. The spot price for rubber
yesterday was 16.42¢. as against 16.15c. the close
on Friday of last week. Domestic copper closed

yesterday at 11%jc., the close on Friday of last.

week.

In London the price of bar silver yesterday was
2014 pence per ounce as against 203, pence per
ounce the close on Friday of last week, and spot
silver in New York closed yesterday at 423/c., the
close on Friday of last week.

In the matter of the foreign exchanges, cable
transfers on London closed yesterday at $4.691% as
against $4.68 13/16 the close on Friday of last
week, and cable transfers on Pans closed Vestud'l)

" uncertain start on. Thursday,
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at 2.65¢. as against 2.647c. the close on Friday of
last week.
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European Stock Markets

ITTLE activity was reported this week on stock
exchanges in the leading European financial
centers, and price changes also were modest in most
instances. The London market was stimulated to a
degree by announcements that rearmament will be
pushed rapidly, but the gilt-edged section suffered

_ from the declaration that the costs will be met by

borrowing. The French and German markets were
stagnant throughout, with variations of one day
canceled by those of the next, so that net movements
for the week were entirely unimportant. Interna-
tional political difficulties remained as a “primary
cause of market uncertainty and dulness. The
maneuvers relating to Spain and northern Africa
kept all informed centers on edge and held trans-,
actions to a minimum. = Persistent irregularity and

* extremely small trading ‘on the New York market

also tended to restrain activity in the European
‘centers. Trade and industrial reports are not es-
pecially encouraging, with declining tendencies in.

_international business a decidedly adverse factor.

The net result of all this was another unsatlsfactmy ‘
week of indecision.

Although a new account was opened in the Lon-
don market on Monday, dealings remained small,
owing to the uncertain international situation and
a general air of dubiety regarding the budgetary
‘position. Gilt-edged issues showed small losses, but
most industrial stocks tended to improve by small
fractions. Gold and other mining shares were in
demand, while international issues suffered from
neglect.. The market received hints on Tuesday that
armaments increases would be met by loans rather
than new taxation, and the gilt-edged division again -
drifted lower. Industrial securities were in fair
demand, however, and the commodity issues also
did well. The international group attracted more
attention.” The formal announcement that £800,-
000000 of rearmament costs would be met by bor-
vowing, depressed the gilt-edged stocks further,
Wednesday. Some buying interest again appealed‘
in industrial issues and in rubber shares, but min-
ing stocks receded. . Anglo-American favorites were
good despite the closing ‘of the New York market
in observance of Washington’s birthday. After an -
. gilt-edged issues
finally recovered slightly at London. British in-
dustrial securities remained in favor, along with
“international issues. Fresh attention was paid the
mining and commodity groups. In a more active
market, yesterday, gilt-edged issues were main-
tained, while industrial stocks-and international
issues improved.

Business' on the Paris Bourse was at low levels
‘in the initial trading session of the week, for a
good deal of apprehension existed reg garding Spain
and the demands of Italy for French territorial
concessions. Rentes drifted slightly lower, while
French equities were idle at previous figures. With
the exception of a few oil stocks, international is-
sues lost ground. Another uncertain session was
reported Tuesday, with dealings smaller than usual
because of the Mardi Gras festival. Rentes and
French equities closed without important changes,
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and most international securities likewise were dull,
Delay in the French recognition of the insurgent

regime in Spain worried the Bourse, Wednesday,

and hardly any business was done. Rentes and
French equities showed small and irregular changes,
while most international issues drifted lower. Nor
was there any improvement in the situation on
Thursday. Rentes developed a slightly better tone,
but French equities and international securities
were neglected and unchanged. Rentes advanced
slightly yesterday, and French equities also im-
proved, -but international issues were soft.’
The closely controlled Berlin Boerse resumed last
Monday its customary inactive trading sessions.
- Small losses predominated at the close but all move-
ments were narrow and inconsequential. The fixed-
interest group was firm. The German market Te-
" mained quiet Tuesday, and changes in most issues
again were minute. A few specialties showed sharp
losses, however, on particular developments relat-
ing to the stocks Fixed-income securities drifted
Nothing developed on Wednesday to vary
the tone of the Boerse, and only the usual minor
changes were reported in. the leading stocks. The
depressed specialties regained some of their pre-
vious losses. In a listless session on Thursday,
stocks varied only by small fractions and fixed-in-
terest securities likewise were dull and virtually un-
changed. The Boerse remained dull yesterday, and .
changes again were unimportant,

Foreign Policy

HDRE has developed in recent \§eeks an extra--

ordinary confusion of tongues as to the,forelgn
policy that the United States is pursuing or ought
‘to pursue, and the varied opinions make ever more
imperative some indications from the Administra-
tion as to ultimate intentions,
hearings and debates in Washington are being made
sounding boards for rather extreme views against
the fascist regimes of Europe. The revulsion of the

country against German and Italian governmental

tendencies -quite obviously is reflected in such héar-
_ings, and in the occasional call§ for the alignment
- of the United States with Britain and France. Im-
plied in the forensics, however, is a bellicosity that
well may ‘start the country on a drift toward war.
It is highly questionable whether opinion in the

United States, taken as a whole, favors an official -

or semi-official course that would make almost in-
evitable our involvement in any European general

conflict. As a'mere matter of guidance, it is plainly

incumbent upon the highest authorities to restate
our traditional policy of avoiding: forelgn entangle-
ments. .

It is not enough to declare, as President Roose
velt did, on Feb. 3, that we are “obviously” against
foreign alliances. The presidential statement was
made in disputatious reply to intimations that he
had placed our frontier in France, when he dis-
cussed foreign affairs with the Senate Military Af-
fairs Committee, on Jan. 31. What actually was
said at that discussion with the Committee, has not
yet been disclosed, but it is largely as a result of
the incident that different Senators and Congress-
men have taken it upon themselves of late to steer
the United States upon one course or another.
Sales of airplanes and other supplies to countries
‘that are at peace have aroused intense discussion,
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in disregard of the simple fact that there is no ob-
stacle to such transactions. Attempts to give such
dealings political significance constitute a genuine
disservice to the commercial interests involved, and
they are a grave danger because they tend to impair -
our judgment. In some quarters the view sedu-
lously is advanced that the United States must aid

. France and England in any European war that may

develop, although every scrap of evidence points to
the advisability of complete aloofness on our part,
in such an unfortunate contingency. The clear re-
quirement of the situation is a plain notice to all
concerned that' only Ameri ican interests are of in-
terest to Americans.

European War Nerves
UROPE continued to arm this week with frantic -
 haste, and the apprehension was acute at times
that the war which all nations profess to dread and
for which they are all busily preparing, soon will
break out. A mild attack of “war nerves” occurred
over the last week-end, as a consequence of a com-
ment made by President Roosevelt at Key West,
when he was about to sail last Saturday for a vaca-
Mr. Roosevelt remarked that reports
from abroad are so perturbing that he might shorten -
his holiday and return sooner than expected. This
comment caused a good deal of uncertainty in Lon-
don and Paris, and the usual harsh retorts in Ber-
lin and Rome. The actual occasion for the Presi-
dent’s remark remams undisclosed, although there
‘were occasmnal rumors during the week that may
perhaps have reached Mr. Roosevelt’s ear before -
they became public. One unconfirmed report told

.of a clash between Italian and French troops on the

Libyan border, with more than 80 casualties and a
good chance of wider hostilities. Another listed a
“submarine” attack far out in the Atlantic upon an
unidentified ship, which rescue vessels could not
locate. These rumors are mentioned merely to in-
dicate the current state of apprehensmn

On the question of armaments there is no lack of
definite and official information, all of it indicative
of a tremendous competition that is- forcing even
small and utterly pacific nations to join. The land
and air arms race has been going pell-mell for years,
- with naval competition of more recent origin owing
to the limitation treaties which now are in the dis-
card.. But the naval race now is getting into full .-
stride and the cost is becoming prohibitive, The

‘German Government launched last Saturday its

first 35,000 ton battleship since the Versailles
treaty Was signed.. The British launched a similar’
vessel on Tuesday, as the first of its kind con-

structed in 14 years, Parliamentary debate started
in London, Monday, regarding the plan of the Brit-

- ish Cabinet to borrow for most of the arms increases

recently decided upon. After Prime Minister
Neville Chamberlain defended the £800,000,000 bor-
rowing program on Tuesday, the House readily
voted approval. Mr. Chamberlain deplored the
necessity for such outlays, but saw little hope of an
Every opportunity that may come to
end the folly of the arms race will be grasped, he
promised, but an international conference was not
held likely to bring results. If continued at its
present dizzying speed, the arms race “must bring

bankruptey to every country in Europe,” Mr. Cham-

berlain added. It is now a commonplace, of course,
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that Great Britain and France no longer find their
arms manufacturing facilities sufficient even for a
peacetime program. Other nations also are turn-
ing to the United States, for a Russian naval mis-
sion is en route to New York, while missions from
the Netherlands will arrive soon to effect military
purchases.

Spain and northern Africa now are the areas that
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‘are being watched most closely for developments .

that might lead to general hostilities in Europe.
The Spanish probléem continues to divide Great
Britain and France on the one hand, and the Rome-
Clear about the
' situation, ‘however, is only the circumstance that
London and Paris are endeavoring to-prevent too
great a degree of fascist influence in the regime
‘headed by General Francisco Franco, which seems
destined to emerge as the victor in the civil war.
The Italian Government fears that it will not share
sufficiently for its purposes in the fruits of the
victory. Overshadowing this problem at times was
the question of French Tunisia, to which Italian
Deputies laid claim in a Chamber “demonstration.”
The French determination to give ‘up not an inch
of soil under war threats has been made plain on
many occasions since the Italians first raised the
chant last year. Reports that the Italian garrison
in Libya was being strengthened brought the French
to action, last Saturday, when a Tunisian border
strip that was ceded to Italy some years ago sud-
denly was reoccupied. Premier Edouard Daladier

+ . followed this on Tuesday by still another statement

that “France will never give way either to threats of
force or to blackmailing tactics.” The British For-
eign Secretary, Lord Halifax, announced in London
on Thursday that neither the French nor Italian
Governments had shown any desire for “third party
. mediation” in the dlspute He added that Italy had
-not yet indicated the precise points of dlffelencc
betw een Rome and PaI‘lS

European Trade Plans

OTWITHSTANDING the many international
" political difficulties that are troubling Europe

at present, plans are being made in various quar- -

ters for improved trade relationships. Great

Britain and Germany appear to be particularly con-

cerned about an increase of mutual trade, but other
countries also are endeavoring to improve these
pacific arrangements. The fact that such consid-
erations still have force in the sorely beset Euro-
pean area may possibly indicate that the war alarms
are taken less seriously than the political reports
suggest. The Federation of British Industries took
. the initiative some, time -ago for conversations on
trade problems with German leaders. It was dis-

closed in -London, late last week, that such talks

will be augmented by the presence in Berlin of two
British Ministers—Oliver Stanley, President of the
Board of Trade, and Robert 8. Hudson, Parliamen-
tary Secretary of the Overseas Trade Department.
The British Mission and its official attendants will
proceed to Germany early in March. In explaining
these moves to the House of Commons, Mr. Stanley

remarked that Great Britain would prefer to avoid

trade wars and desires an agreement that will give
both Great Britain and Germany a fair share of
available markets. Within Germany a degree of
optimism was occasioned by the impending trade

. reprisals.
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talks, for the Reich has become more than ever
aware of its trade troubles since Chancellor Hitler
admitted openly on Jan. 30 that Germany must
“export or die.” The January foreign trade figures
‘of expanded Germany showed a sharp drop even
‘from the poor level of last December, apparently as
a consequence of the international aversion to Ger-
man goods that followed the anti-Semitic excesses
of the closing months of 1938.

A fresh indication of the importance placed upon
'the Anglo-German trade conversations was supplied
last Tuesday when Frank T. Ashton-Gwatkin, eco-
nomic adviser of the British Foreign Office, arrived
in Berlin to prepare the ground for the March dis-
cussions. Tt was announced officially in the Ger-
man capital that Foreign Minister Joachim von
Ribbentrop had received the distinguished Briton,
and the disclosure was made at the same time that
a member of the Reich Economics Ministry had de-
parted for London to.clarify certain questions con-
‘nected with the impending visit of the British Min-
isters to Berlin. German authorities appeared to
attach great importance to the coming conversa-
tions, for it was rumored in Berlin that German
colonial - ambitions . and other political matters
might figure in the talks. ‘In London it was an-
nounced on Monday that the discussions with Ger-
man authorities merely would inaugurate an ex-
tended series ‘of -endeavors to better British trade
relations with ‘Continental countries. 'After Mr.
Hudson concludes his duties in Germany he will
go to Russia for trade negotiations, and thereafter

will conduct similar conversations in the Polish

capital and also in some of the Scandinavian coun-
tries. This extension of the tour to be undertaken
by the British Overseas Trade Minister doubtless:
will be welcomed in the countries concerned, for
efforts are being made in Eastern Europe to im-
prove trade. A new Russo-Polish commercial agree-

~ ment was announced in the respective capitals last

Sunday, on the principle of the most-favored-nation
clause. Each country agreed to absorb larger im-
ports from the other. '

Spain.

SAVF for an occasional artillery shellmg of
Madrid and a few aerial bombings of Valencia
and Alicante, military operations were suspended
this week in Spain. The principal internal problem
appears to be that of capitulation terms for the loy-
alists who still hold the fourth of the country in the
' Madrid-Valencia saliént. . The insurgent leader,
General Francisco Franco, pelmltted his fascxst :
troops to rest after their rapid conquest of Cata- -
lonia. Some 80,000 of the effectives paraded in
Barcelona, Tuesday, while 400 airplanes soared
above the marching men. Loyalist leaders obvi-
ously were divided as to their future course. Presi-
dent Manuel Azana remained in Paris and insisted
from that point upon surrender and an end of the
slaughter. But defense fortifications were rushed
at Valencia, in preparation for still more fighting.
In behalf of the loyalist regime the British and
French last Saturday were reported to have ap-
proached General Franco with a proposal for sur-
render on a mere assurance that there will be no
The insurgent leader made it clear on
Thursday that he is anxious to /end the conflict and
fully 1ntends to be lenient with his enemies, but he
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added that the loyalist surrender must be uncon-
ditional. British and French efforts to influence
the insurgent faction apparently met with little suc-
cess. After long delay and secret negotiations, the
decision was reached to extend recognition to the
Franco regime, and it is now expected that this
will be done within a day or two. The view was
expressed in London and Paris that further delay
~ in recognizing:General Franco might encourage the
loyalists to continue a hopeless struggle. It ap-
pears that General Franco refused to give any
assurances in return for. recognition.

. Belgian Cabinet |
CABINET crises are frequent in Belgium, but

they seldom continue for 12 days, as did the

‘crisis which followed the resignation of the regime -
headed by Paul-Henri Spaak, on Feb. 9. The imme-
diate problem of forming a successor regime finally
was surmounted last Tuesday by Premier Hubert
Pierlot, who represented a Catholic constituency in
the upper Chamber of the Parliament. The Minis-
ters appointed by M. Pierlot are of various parties,
and the coalition regime is expected to confine its
activities largely to the preparation and Parliamen-
. tary.approval on a new budget. IFormer Premier
Spaak found it necessary to resign chiefly because

of a controversy regarding the appointment of a

war-time sympathizer with the Germans to the
Flemish Academy. This brought to the surface im-
mediately the ancient .controversy between the
Walloon and Flemish language groups, and the
problem. became additionally complicated by a fall
in the Belga and a revival of Liberal and Conserva-
tive antagonisms. In reconstructing the Cabinet,
M. Pierlot named a Liberal, Camille Gutt, to the
~ Iinance post, while the conduct of foreign affairs
was entrusted to the Socialist, Eugene Soudan.
~ Catholic party. members also participated, and
three of the appointees are non-Parliamentarians.
~ Notwithstanding this wide choice, it would occasion
no surprise if new. elections soon were precipitated
‘by a Government defeat. -

Far East

VIuNTS in the-Far East were merely of a piece,
this ‘week, with the interminable previous re-
ports -of Japanese aggressions in many parts of
China, and of Japanese unwillingness to tolerate

any kind of halt or interference. The occupation
of ‘the strategically located island of “Hainan
brought an inquiry from Washington, late last
week, of a similar nature to those already made by -
the British and French Governments. The answer
was pat, of course, since it already had been made
“in response to the inquiries from London and Paris.
The United States Government, was assured that
the action was dictated only by military necessity,
and that the occupation will not last longer than
such necessity dictates. This is a familiar formula,
which has no practical meaning. Chinese objections
to the Japanese invasion are certain to last decades
and perhaps centuries, if the Japanese succeed .in
their aim of subjugating Eastern Asia, and there
is no foreseeable end to the “need” for holding
Hainan.

The Sino-Japanese conflict remained largely a_
matter of Chinese guerrilla operations against the
invaders, Attempts were made by the naval forces
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of the aggressor country to close entirely the coastal
areas, so that supplies no longer will reach the
Chinese over sea routes. But the Japanese landing
parties met stern resistance in some sections. The
lack of Japanese maneuvers on a large scale in the
interior of China gave support to the Shanghai ru-
mors that troops are being transferred to the Man-
chukuo-Siberian frontier, in preparation for pos-
sible hostilities this spring. Tokio reports suggest
that fresh divisions are being prepared within Japan
for any eventualities of tzls sort. Another threat
was envisaged this week in the tangled situation
presented by the Far East. A wave of assassina-
tions took place in the Shanghai international set-
tlement, the victims being prominent Chinese who
aided the enemy or were suspected of siding with
the invaders, for one reason or another. The Japa-
nese militarists talked openly of restrictive meas-
ures and even of military occupation of the settle-
ment. Possibly as a test of the British reaction to
an occupation, Japanese bombing airplanes raided
a railway station inside the colony of Hongkong,
Tuesday, killing a British Indian policeman and a
dozen Chinese. .The British Government promptly
sent a “vigorous protest” to Tokio.

: - The Americas ‘
ALTHOUGH realism is glaringly necessary in the
\ official relations of the United States Gov-
ernment with the Lattin American countries, there
were no indications this week of a change for the

- better in that curious melange which goes under -

the name of the “Good Neighbor Policy.” For pur-
poses of its own the Administration in Washington
is making much of the trend toward dictatorship
in Europe and of the dangers inherent in thattend-
ency. Dictatorship in Latin America is all but
universal, and that simple fact is not even'recog-
nized in official Washington. On leaving Key West,
Fla., for an extended cruise in the Caribbean, Presi-
dent Roosevelt urged that the Americas be united
in a “common aspiration to defend and maintain

* their self-governing way of lifé,” so that democracy

can be “lifted high above the ugly ‘truculence of
autoeracy.” The ostrich-like shutting of the presi-
dential eyes to the realities of Latin American
affairs is no better than the undue concern about
European autocracy. In either sphere a simple re-

gard for United States interests would be far more
advisablé and more in keeping with American tra-
ditions. A stern insistence upon American prop-
erty rights in Mexico would prevent that continual
aggravation of difficulties which results from ever
more “bald confiscation” of oil and' agrarian lands.

The trade policy so far pursued by Secretary of-
State Cordell Hull is perhaps the least objectionable
feature of international relations in the Americas,
but it should be augmented by a reasonable concern
about loan defaults, such as the British authorities
manifest. In place of a unified and reasonable pro-
gram, we have leading departments of the United
States Government taking widely varying views
about United States interests, and presidential
statements that simply do not accord with obvious
facts.

Discount Rates of Foreign Central Banks
HE Danish National Bank on Feb. 23 reduced its
discount rate from 49, to 31%9%,. The 4%
rate had been in effect since Nov. 19,:1936, at which
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time it was raised from 314%,. ~Present rates at the
leading centers are shown in the table which follows:

Rate in
Effect
Feb.24

Argentina..| 334
Batavia ...{ 4
Belgium...| 234
Bulgaria...| 6

Rate in Pre-
Effect

Feb.24

Date
Established
Dec. 21936] 23
Aug. 29 1935 4%
Nov. 28 1935| 334
May 18 1936
Apr. 6 1936
Jan, 14 1937
July 11938
May 28 1935
Jan. 51938
Deec. 17 1937
Aug. 11 1937
May 51938
May 15 1933

Deo.
Nov. 25 1936
Feb. 1 1935

Country Country

Date
Estabiished

. 11936
1 1935

. 27 1938
. 151935
2% .11 1935
. 16 1936
18 1933

11936

2 1937

23 1939
June 30 1932
June 30 1932
11935

3 1934

. 41939

Sept. 22 1932
Jan. 41937

Rate

Holland ...
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[~
o

»

Colombia. .

Czechosio-
vakla ...

Danzig. ...

Lithuania..
Moroeco ...
NOrway ...
Poland . . .-
Portugal ..
Rumania ..
South Africa)
Spain

Sweden. ...
Switzerland
Yugoslavia.

R
XXX XX

ire.
England. ..
Estonia....
Finland ...
. France ...
Germany ..,
Greeoe ....

R XX X
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queigri Money Rates

lN LONDON open market discount rates for short
| bills on Friday were 9-16%, as against 9-16% on
Friday of last week, and 9-16%, for three-months
bills, as against 9-169 on Friday of last week.
Money on call at London on Friday was 14%. At
Paris the open market rate remains at 214% and in
" Switzerland at 19. '

.Bank of France Statement

HE statement for the week ended Feb. 16 showed:

a decline in note circulation of 467,000,000
francs which brought the total outstanding down to
110,785,034,370 francs. Notes in circulation a year
ago aggregated 91,945,931,445 francs and two years
ago 85,380,429,385 francs.
discounted, advances against securities and creditor
current. accounts recorded decreases, namely 915,-

. 000,000 francs, 35,000,000 francs and 555,000,000
francs respectively. The Bank’s gold holdings showed
no change, the total of which is now at 87,265,829,349
francs. The proportion of gold on hand to sight
liabilities rose again and now stands at 63.19%, com-
pared with 48.89%, a year ago. .Below we furnish
.the various items with comparisons for previous years:
' BANK OF FRANCE'S COMPARATIVE STATEMENT

Changes

Jor Week . | Feb. 16, 1939 | Feb, 17, 1938 | Feb, 19, 1937

Francs Frincs Francs
87,265,829,349|55,806,467,935/57,358,742,140
15,233,854 20,261,136 14,258,629

7,124,586,560(11,080,949,745| 7,959,432,759
747,630,602| 837,630,029} 1,308,099,282
3,387,237,342| 3,740,957,502| 3,593,045,789

. Francs
Gold holdings. . No change
Credit bals, abroad .- g
aFrench commercial

bills discounted. .
b Bills bought abr’'d
Adv. agairst securs.
Note circulation._ ..
Credit current accts.
< Temp. advs. with-

out int, to State..| Nochange
Propor'n of gold on

hand tosight liab_ +0.47%

* Figures a8 of Eeb, 2, 1939.

a Includes bills purchased in France. b Includes bills dis d abroad. cIn
the process of revalulng the Bank's gold 'under the decree of Nov. 13, 1938, the
three entries on the Bank's books representing temporary advances to the State
were wiped out and the unsatistied balance of such loans was transferred to & new
antry of non-interest bearing loans to the State.

Revaluation of the Bank's gold (at 27.5 mg. gold, .9 fine, per franc), under the
decree of Nov. 13, 1938, was effected In the Statement of Nev. 17, 1938; prior to
that date and from June 20, 1937, valuation had been at the rate, 43 mg, gold, .9

tine, per franc; previous to that time and subsequent to.Sept. 26, 1936, the value
. wast49 mg. per franc; and before Sept. 26, 1936, there were 65.5 mg. of gold to
the franc. ] .

~—915,000,000
No change |
~-35,000,000

-—555,000,000{27,322,901,940(22,199,614,075|18,227,765,981
20,627,440,996 31,903,974,773|17,772,095,857
63.19% 48.80% 55.36%

Baka of England Statement .

HE statement of the Bank for the week ended

" TFeb. 22 shows a contraction of £486,000 in
circulation attended by a very small gain of £972 in
gold holdings. The result was an increase of £487-,
000 in reserves. Public deposits rose £3,871,000
while other deposits decreased £7,759,948. Of the
latter amount, £7,394,399 represented a reduction in
bankers’ accounts and £365,549, in other accounts.
The reserve proportion rose to 35.3% from 34.1% a
week earlier and compares with 33.39, last year.
Government securities decreased £3,550,000 and
other securities £813,846. Of the latter decrease,
£593,715 was from discounts and advances and
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French commercial bills’

——467,000,000{ 116785,034370|91,945,931,445|85,380,429,385

1 to 90 days.

1069
£220,131, from securities. Below we show the dif-

ferent items with comparisons for preceding yeafs:
BANK OF ENGLAND'S COMPARATIVE STATEMENT :

Feb, 22, Feb, 23, Feb, 24, | Feb. 26, Fed, 27,
1939 1938 1937 1936 1935

£ £ £ £ £ :
472,734,000(474,523,750(455,067,116/399,881,499|377,437,751
Public deposits_ - ...| 16.347.000| 16,731,642| 12,970,954| 8,823,334| 19,353,412
Other deposits.- . ....[138,267,663|141,136,535/|138,295,001|141,646,616|136,233,189
Bankers' accounts_|103,135.001{105,600,420|100,419,121(106,189,421| 95,518,851
Other accounts_._| 35,132,662 35,536,115 37,875,880| 35,457,195| 40,714,338
Govt. seclirities 78,041,164 97,426,164| 85,043,044| 82,105,001| 82,421,044
‘Other securitles 39,175,057| 26,001,307 25,187,823| 25,126,851| 15,783,068
Disct, & advances.| 17,628,991 6,546,809 4,914,419| 10,998,5647| 6,246,262
Securities 21,646,066 19,454,408| 20,273,404| 14,128,304| 9,537,696
Reserve notes & coin.| 54,689,000 52,657,495 59,266,704| 61,475,174| 75,621,129
Coin and bullion _ . .|127,424,475(327,181,245|314,333,820{201,356,673|193,060,880

Proportion of reserve|
35.3% 33.3% 39.10% 40.85% 48.60%

Circulation.

to liabilities e
Bank rate 29 2% 2% 2% 2%

“New York Money Market '

NLY routine business was done this week on
the New York money market, with rates ,Jun-
changed in all departments. The diminishing totals
of bankers’ bills and commercial paper continued
to trade slowly at figures carried along from previ-
ous weeks and months. The Treasury sold another
issue of $100,000,000 discount bills due in three
months, and awards were made at an average dis-
count of 0.004%, computed on an annual bank dis-
count basis. (Call loans on the New York Stock
Exchange held to 1% for all transactions, while
time loans remained at 114 % for maturities. to 90

days, and 1%4% for four to six months’ datings.

New York Money Rates

DEALING 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. The only transactions reported
were occasional renewals at rates previously reported.
Rates continued nominal at 1}4% 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 the supply
of ‘paper is very light. ~ Rates are unchanged at

54@34% for all maturities. .

Bankers’ Acceptances o

HE market for. prime bankers’ acceptances has

" been very quiet this' week. The demand has
been good but prime bills are very scarce. 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 }5% bid and 7-16%
asked; ‘for bills running for four months 9-16% bid
and 149, asked; for five and six months, 8%, bid
and 9-169, asked. The bill-buying rate of the New
York Reserve Bank is 149, for bills running from
The Federal Reserve Bank’s holdings
of acceptances remain unchanged at $553,000.

‘Discount Rates of the Federal Reserve Banks
T 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
Feb, 24

Date
Established

Sept. 2, 1937

Federa |Reserve Ban Previous

Rate

N

FERRXRRRRRR R
NP~

Sept. 3, 1937
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Course of Sterling Exchange
TERLING exchange continues steady and on the
whole, from the commercial angle, is inclined to
firmness.
past several weeks, is dull. On Wednesday in observ-
ance of Washington’s Brithday there was no market
in New York. The range this week has been between
$4.68 9-16 and $4.6914 for bankers’ sight bills, com-
pared with a range of between $4.68 5-16 and
$4.68 13-16 last week. The range for cable transfers
has been between $4.685% and $4.69 3-16, compared
with a range of between $4.683% and $4.6874 a week
ago.

There is nothmg really new in the general foreign
exchange situation. Undoubtedly the stronger tone
of sterling is due to the immense addition to the
. British exchange equalization fund early in January:

In the past fortnight the supporting operations of
. the British exchange fund seem to have been reversed.
Instead of supporting sterling by selling dollars the
British fund is now forced to buy dollars to prevent
a rise in sterling. This change has been brought
about through the fact that for more than a year
large amounts of uneasy fugitive capital domiciled in
London were taking flight to New York. By far the
major part of this capital flight, whether represented
by securities or deposits held in London or by gold,-
is at an end. The substantial amounts that now
remain in London appear .to be long-term invest-
- ments and there are clear indications of renewed. con-
fidence that London is less likely to be jeopardized as
a safe refuge for capital. Therefore foreign-owned
balances seém again inclined to return to London.
Thus, both seasonal factors favoring London on
commercial account and enhanced confidence in
. London require the purchase of dollars by the equali-
zation fund to prevent an undue rise in sterling.
Even the enormous increase in borrowing for the
purpose of rearmament expenditure authorized by
Parliament, which must ultimately prove adverse to.
the position of the pound, seems at present only to
have strengthened confidence in London as a safe
depository for necessary balances.

Nevertheless New York continues to be favored to
a large extent by foreign owners of capital, as reflected
in the steady increase in the gold stocks of the
United States, which.in-all probability will soon
exceed $15,000,000,000. They now stand at $14,-
818,000,000. -

) The British exchange equalization fund contlnues‘
to operate in the gold market so as to keep the dollar
equivalent sufficiently low to make arbitrage ship-
ments to New York available at a fair profit. _

Fully $1,000,000,000 of reserves have been acumu-
lated in the United States by foreign central banks
‘and governments; most of which has been built up
as a protection against unsettled conditions abroad.
It 'is believed that gold held here under earmark is
the largest amount of record. The huge stocks of
earmarked gold here reflect the policy of several
European nations of shifting part of their gold to
New York where it would be safe from possible war
operations and would facilitate financing of purchases
of war materials in the event of a European conflict.
Great Britain, Holland, and Sweden are known to
have large reserves earmarked here. Japan has gold
reserves in San Francisco. As further precaution
- against possible eventualities Great Britain has ear-
- marked gold in Canada and South Africa.

The market in New York, as during the .

" most be only partial.

-to their successful conclusion.
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The British authorities are making strenuous efforts
to promote international economic accord as part of
the policy of European appeasement. Negotiations
are now in progress to facilitate trade between Great
Britain and Russia.

In March British industrial leaders will meet with
competitors in Germany with a view to organizing
plans to promote trade between their two countries.
While industrial leaders will conduct the negotiations,
it is clear that they will have the assistance of official
advisers in both governments. 1In utterances before
Parliament Mr. Chamberlain expressed the hope that
these negotiations would promote a spirit of goodwill
between the two nations. Two British ministers,
Mr. Oliver Stanley, President of the Board of Trade,
and Mr. R. S. Hudson, Parliamentary Secretary of
Overseas Trade, are to go to Berlin and will doubtless
act in an advisory capacity to the delegation repre-

" senting the Federation of British Industries in the -

negotiations. _

The ultimate success of these endeavors can at the
The negotiations will inevitably
assume political significance. :

A few weeks ago Mr, Stanley in a speech to the
Commons said that he hoped “British industrialists
will avail themselves extensively of the opportunity -
of directly contacting their German competitors.
With goodwill on both sides it will be possible, I am
sure, -to solve many of the problems which have
arisen ‘or may arise between the two countries in
respect to trade and so obviate the need of recourse to -
other measures.” - -

While Mr. Stanley did not amplify.his reference
to other measures,,it was assumed that he ‘meant
recent British threats to meet competition of German
subsidized exports by Government assistance to
English industries. For some time the United
Kingdom has been suffering from a steady loss of:
business’ in its normal foreign markets. © Much of
this loss was traced to German trade tactics—price
cutting, government subsidies, and special bilateral
barter agreements. ‘At the same time the Reich’s
steady economic penetration of the European neutrals
has been a source. of especial anxiety to the British

- Government as it implies the possibility of political

as well as commercial domination. :

The German press, while endorsing the negotiations
in a general way, point out some difficulties in a
manner singularly lacking in the goodwill essential
A minimum of success,
it is held, would be the avoidance of an outright trade
war which might be ‘achieved by international cartel
agreements ‘among the various industrial groups
regarding markets and prices, for which the existing
international steel cartel agreement and a similar
agréement reached between British and German coal
industries in January might serve as models.

The German press warns of Germany’s reserva-
tions to such an agreement. These reservations
apparently include Germany’s position in south-
eastern Europe, the discontinuance of “political
credits,” and the cessation of dumping through cur-
rency devaluation. To these the Diplomatische
Korrespondenz, the Foreign Office organ, adds
colonies.

This journal in fact credits Britain with the initia-
tive in the trade negotiations and warns in irritated
tones against attempts torepresent efforts to promote
British trade interests as a generous.and peaceful
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economic aid to Germany, which the Foreign Office.

organ insists Germany has not asked and “does not
wish in this form and manner.” The phrase “form
and manner’’ apparently refers to the revised British
plans to grant' Germany access to raw materials
within British colonies and mandates without the
return of colonies to the Reich.

Money in Lombard Street continues abundant and
easy. Two-, three-, and four-months bills are 9-16%,
six-months bills 11-16%,. - The gold on offer in the
London open market was taken for unknown destina-
tion. On Saturday last there was on offer £240,000,
on Monday £595,000, on Tuesday . £528,000, on
Wednesday £439,000, on Thursday £534 000 and
on Friday £456,000.

At the Port of New York the gold movement for

the week ended Feb. 22, as reported by the Federal’

: ‘Reserve Bank of New York, was as follows:
GOLD MOVEMENT AT NEW YORK, FEB. 16-FEB. 22, INCLUSIVE

! Ezports

Imports I
None:

$32,727,000 from England

Net Change.in Gold Earmarked for Foreign Account
Decrease: $5,258,000

Note—We have been notified that approxunately $249,000 of gold wag -
received at San Francisco, of which $193,000 came from Australla and
- $56,000 from. New Zealand.

. The above figures are for the week ended on
Wednesday. On Thursday $10,702,000 of gold was
received, of which $9,695,000 came.from England
and $1,007,000 from Canada. There were no exports
of the metal, but gold held earmarked for foreign
~account decreased $6,000,000. It was reported on:
~ Thursday that $654,000 of gold was received at San
Francisco from Australia. On Friday $5,795,000 of
gold was received from England. There were no
exports of the metal, but gold held earmarked for
foreign account decreased $126,000. - It was reported

on Friday that $7,940,000 of gold was received at
San Francisco of ‘which $5,514,000 came from Japan
and $2,426,000 from Australia. ‘

Canadian exchange is steady and inclined to greater

firmness. Montreal funds ranged during the week
between a discount of 149, and a discount of 5-16%,.
The gold bullion reserve of the Bank of Canada,
‘which was at $181,826,000 on Dec. 14, 1938, had
béen increased to $195,726,000 by Feb. 15. Governor
Towers of the Bank of Canada in his annual report
issued on Feb. 21 remarked: “We have felt it essen-
tial that such reserves should be maintained in a form

which would insure their immediate availability in-

case of need and which would not expose the bank
to risk or loss.”” Since the Governor’s report was
written the gold reserve has been further increased.
Government authorities at Ottawa have been at pains
to emphasize that the increase has no inflationary

motive but ‘s intended as a safeguard agalnst emer-

~gencies originating in ‘Europe.

‘The following tables show the mean London check -

rate on Paris, the London open market gold price,
and the price paid for gold by the United States:

MEAN LONDON CHECK RATE ON PARIS

Saturday, Feb. 18 176.99 | Wednesday, Feb, 22
176.98 | Thursday, Feb.23
Tuesday, Feb. 21 176.94 | Friday, Feb. 24

LONDON OPEN MARKET GOLD PRICE

Saturday, Feb. 18 148s. 314d. | Wednesday, Feb. 22___148s. 4d.
. ‘ Thursday, Feb. 23__.148s. 4d.
148s. 414d. | Friday, Feb. 24_148s. 314d.

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

$35.00 | Wednesday, Feb. 22
35.00 | Thursday, )
35.00 | Friday,

Tuesday, Feb. 21

Saturday, Feb. 18
Monday, Feb. 20
Tuesday, Feb. 21

Feb.24_____... 35.00
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Referring to day-to-day rates sterling exchange on
Saturday last was steady, unchanged from Friday.
Bankers’ sight was $4.6854@$%4.68 13-16; cable
transfers $4.683/@%$4.68 15-16. On Monday the
pound, while steady, was slightly easier. The range
was $4.68 9-16@$4.6834 for bankers’ sight and
$4.685¢@%$4.68 13-16 for cable transfers. On Tues-
day the market was quiet and exchange was steady.
Bankers’ sight was $4.68 9-16@$4.6834, cable trans-
fers $4.68%4@%$4.68 13-16. On Wednesday, Wash-
ington’s Birthday, there was no market in New York.
On Thursday sterling was in demand and up sharply.
Bankers’ sight was $4.6854@$4.687%; cable transfers -
$4.683{@%$4.69. On TFriday the pound continued
steady, with the British exchange fund intervening
to prevent a rise. The range was $4.68 15-16@
$4.691% for bankers’ sight and $4.69@%$4.69 3-16 for
cable transfers.. Closing quotations on Friday were
$4.69 1-16 for demand and $4.691% for cable transfers.
Commercial sight bills finished at $4.687%, 60-day
bills at $4.681g, 90-day bills at $4.677%, documents
for payment (60 days) at $4.681%, and seven-day
grain bills at $4.68 9-16. Cotton and grain for pay-
ment finished at $4.687%.

Continental and Other Foreign Exchange

RENCH francs are steady. The French domestic .
. situation is undeniably improved. There is a
marked increase in business as an aftermath to the
settlement of labor disputes. Production is up in
the industrial regions, apart from that due to rearma- -
ment. Repatriation of French funds, while not so--
marked as somé weeks ago, is still in progress. . The
credit of 100,000,000 guilders granted by Dutch
bankers to France in November, 1938 in the form of
three months bills renewable four times, was éxtended
for the first time on Feb. 17.

‘At present money is in supply and relatlvely
cheap in Paris, giving the Treasury means of obtain-
ing all the funds. it requires through issues of short-

“term bills. The Government even has a reserve as a
result of the latest loan from the central bank. The -
1938 budget showed a deficit of more than 9,000,-
000,000 francs on balance. Even if the 1939 budget

- should be balanced, as is hardly probable, the State

will still have to meet 30,000,000,000 francs of extraor-
dinary expenditures this year by borrowing. It is
thought that it will be necessary to issue a-consolida-
“tion loan. Such an issue will hardly be launched
before the summer, for although: the short-term
accommodation rate is considerably lower, long-term
Joans continue at a high rate. This is attested by
the yield at present prices and. by the fact that the
Treasury has to have recourse to Amsterdam.

Belgas have been displaying ease during the past
few weeks. This week the unit was weak in London.
The market here is largely nominal. Nervousness
regarding the European political situation caused a
‘movement of Belgian funds to New York. The
belga has also been adversely affected since early in
February by political tension at home. This cause
of pressure, however, seems to be no longer opera-
tive.  On Feb. 21, M. Hurbert Pierlot succeeded in
forming a new cabinet, which he designates as a
business government, 12 days after the resignation
of his predecessor, M. Spaak.

The following table shows the relation of the
leading European currencies to the United States
dollar:
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01d Dollar New Dollar
Parity Parity a
6.63
16.95

Range
This Week
2.64% to 2.65%
16.821% to 16.86
Italy (lira) 8.91 5.2615 to 5.2614
Switzerland (franc) 32.67 22.6914 to 22.7514
Holland (guilder) £8.06 53.20 t053.65 -
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 & franc.

The London check rate on Paris closed on Friday
at 177.02, against 176.98 on Friday of last week.
In New York sight bills on the French center finished
at 2.65, against 2.647%; cable transfers at 2.65,
against 2.6475. Antwerp belgas finished at 16.8314
for bankers’ sight bills and at 16.8314 for cable trans-
fers, against 16.85%4 and 16.8534. Final quotations
for Berlin marks were 40.13 for bankers’ sight bills
‘and 40.13 for cable transfers, in comparison with
. 40.13}4 and 40.13}5. Italian lire closed at 5.2614
for bankers’ sight bills and at 5.2614 for cable trans-
fers, against 5.26)4 and 5.2614. Exchange  on
Czechoslovakia closed at '3.43, against 3.43; on
‘Bucharest at 0.73, against 0.73; on Poland at 18.91,
against 18.91, and on Finland at 2.07, against 2.07.
Greek exchange closed at 0.861%, against 0.86.

XCHANGE on the countries neutral during the
war presents mixed trends.. The Scandinavian
currencies are steady and inclined to firmness due to
their close relationship with the pound. Holland
guilders, however, are showing marked weakness.
During the past few weeks guilders have ruled lower
than at any time since the September crisis, with
future guilders, at discounts, whereas for two years
or more prior to that time future guilders were quoted
either flat or at a slight premium over spot. Anxiety
with respect to the European political situation is one
- cause of the pressure on the guilder, due largely to
the fact that Jewish-owned funds held in Amsterdam

b ¢ France (franc)
Belgium (belga)

or moving through there from other countries. have -

been transferred into dollars or. sterling. Duteh
funds have also been steadily moving into American
investments. Banking interests in Amsterdam seem
to view this exodus not entirely without favor. They
have ‘undoubtedly offered some resistance and are
fully able to defend the unit against speculative
drives,. The ‘gold reserves of the Bank of The
Netherlands are the highest in its history,'although it
is believed that fully one-quarter of the Bank’s"
holdings are under earmark in New York.
Swiss francs are strong. This is at present the
only European unit to command a slight premium
on 30-day and 90-day futures. The firmness in the
Swiss currency is due to an influx of capital from
neighboring countries. The Swiss National Bank
. pointed out in its annual report that the influx of
- foreign capital into Switzerland continued throughout
1938 despite the gentlemen’s agreement between the
National and private banks designed to reduce

. foreign deposits and hoarding. In the middle of
February, 1938, sight deposits in the National bank
almost 20 times the average in the years preceding
1930.

Bankers’ sight ‘on Amsterdam finished on Friday
at 53.20, against 53.62 on Friday of last week; cable
transfers’ at 53.20, against 53.62; and commercial
sight bills at 53.15, against 53.57. Swiss francs closed
at 22.73 for checks and at 22.73 for cable transfers,
against 22.6934 and 22.6934{. Copenhagen checks
finished at 20.9414 and cable transfers at 20,9413,

. Norway ___
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against 20.9215 and 20.9214. Checks on Sweden
closed at 24.16 and cable transfers at 24.16, against
24.14 and 24.14; while checks on Norway finished at
23.571% and cable transfers at 23.5714, against 23.55
and 23.55.

———

EXCHANGE on the South American countries
presents no new features from those of recent
weeks. It would seem that all members of the
Argentine Government are desirous of concluding a
commercial treaty with the United States favorable
to both countries. The Minister of Foreign Affairs,
Jose M. Cantilo, took occasion to point out to news-
paper men in Buenos Aires a few days ago that.
Argentine consumers are accustomed to United
States automobiles, refrigerators, and agricultural
machinery, but he added: “For the moment we do
not have the foreign exchange with which to pay for
these purchases.” Faced with the unusual situation,
the minister asserted, Argentina must take special
measures, but these cannot be regarded as permanent.
They have a purely commercial background. ‘
Argentine paper pesos closed on Friday at 31.27
for bankers’ sight bills, against 31.25 on Friday of

" last week; cable transfers at 31.27, against 31.25.

The unofficial or free market close was 23.10, against
23.00@23.10. Brazilian milreis are quoted at 5.90

(official), against 5.90. Chilean exchange is quoted
at 5.19 (official), against 5.19.
quoted at. 2014, against 2014.

‘Peru is nominally

¢ ———
EXCHANGE on the Far Eastern countries presents
‘no new features of importance. So far as day- -
to-day rates are concerned these units move in close
sympathy with sterling, although the currencies of
the Dutch East Indies reflect the weakness of the
Hollangi guilder. ' - ,
Closing quotations for yen checks yesterday were
27.36, against 27.33 on Friday of last week. Hong-

“kong closed at 2914@29 3-16, against-29 3-16@2914;

Shanghai at 16.00@161, -against 15 15-16@1614;
Manila at 49.85, against 49.85; Singapore at 54.58,
against 54.52; Bombay at 35.11, against 35.03; and .

Caleutta at 35.11, against. 35.03. ‘

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 Luropean 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— ‘1939 1938 1937 - 1936 1935 ¢

£

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

£ £
314,333,820 201,356,673
347,628,740| 523,499,951

, © 2,667,300
0| 90,125,000
42,575,000
56,218,000
97,099,000
47,077,000
23,875,000

£

327,181,245
293,718,252
2,521,900
87,323,000
25,232,000
117,985,000
100,262,000
79,327,000
26,232,000

£
127,424,475
295.815,490,

England. ..
France __._
Germany b
Spain

72,465,000
105,304,000
83,512,000
25,678,000
6,544,000 8,551,000 6,555,000 7,395,000
7,515,000 6,603,000 6,602,000 6,852,000

896.176,315(1,073,841,397(1,093,326,000(1,097,649, 924 1,244,460,166
895,214.700'1,074,074,443'1,094,057,351 '1,094.638,159 1,244,487,320

® Amount held Dec. 31, 1936, Iatest figures avall b Gold hold of the
Bank)! Germany are exclusive of gold held abroad, the amount of which is now
reported at £520,300. c As of Aprll 30, 1938, latest figure avallable. Also first

Netherlands
Nat. Belg.. .
switzerland
Sweden. .__
Denmark.. .
8,222,000

Total week_
Prev. week_

- report subsequent to Aug. 1, 1936

The value of gold held by the Bank of France Is presently ealculated, in accordance
with the decree of Nov. 13, 1938, at the rate of 27.5 mg. gold, .9 fine, equals one franc;
previously and subsequent to July 23, 1937, gold in the Bank was valued at 43 mg.
gold, .9 tine, per franc; before then and after Sept. 26, 1936, there were 49 mg. to
the franc; prior to Sept. 26, 1936, 65.5 mg. gold, .9 fine, equaled one franc. Taking
the pound sterling at the rate at which the Bank ot England values its gold holdings
(7.9881 gr. gold 11-12ths fine equals £1 steriing), the sterling equivalent of 296
francs gold in the Bank of France s now just ahout £1; when there were 43 mg. gold
to the frane, the rate was about 190 franca to the £1; when 49 mg., bout 165 francs .
per £1; when 65.5 mg., about 125 francs equaled £1. 5
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Successful Industry Requires Stable
. Government

From Key West, last week, the President of the
United States, departing for a brief period of relax-
ation upon the Caribbean, addressed the country in
a mood of good-humored tolerance, unusual since
the elections of last year. . His parting message was
remarkable; in comparison with his recent utter-
ances, for its omission of accusations against politi-
cal opponents and gibes at business men for ina-
“bility to expand production to eliminate unemploy-
ment immediately.  Indeed, about the only expres-

sion wholly conforming to type.was the challenge .

to all those who are- appalled by the continued
accumulation of budget deficits and governmental
debt to take up the task which he has but too evi-
dently abandoned, of devising and recommending
specific economies in public expenditure. In sub-
stance, the President invited each citizen who has
the common sense to hate waste and extravagance,
as he represented both should be hated when mak:
ing his first campaign for the presidency, to step
into the vacuum that his Administration has de-
clined to fill, and offer remedies for his own ex-
travagance that probably would neither be adopted
nor fairly examined and considered. That this is a
complete and unwarranted abdication of a primary
function of the presidential office seems not to have
- entered his mind. In other respects the occasion
was chiefly significant because of the declaration
of opposition to new or increased taxation and the
attitude expressed toward publie. utlhtles and their
expansion by private capital.

When thus seemingly committing himself against
additional taxation, the President must have for-
gotten that in his budget message, only six weeks
earlier, on Jan. 5, he had specifically asked Con-
gress not only to continue all existing levies, but to

find new sources from which to raise an additional

$210,000,000 for military and naval expansion and
$212,000,000 for increased outlays in connection
with his various attempts to extend aid to agricul-
ture.” ‘Whether or not, in view of these irrecon-
cilable deliverances, this Adm1nlst1at10n can be con-
. sidered as pledged, for the time being, not to seek
. new ‘subjects of taxation, or to mcrease the bur-

dens upon those already' taxed, there can be no-

" question that the country, by the fast accumulating
aggregate of the Roosevelt deficits, is becoming
- more and more firmly bound to heavy taxation in
the future, taxation at  ultimate rates that
can only be augmented by delay in accepting the
_ inescapable consequences of these deficits- which
- have been created ‘and are still being created.

The comment concerning the utilities was not less
remarkable and -incongruous.
President, as he felt and expressed himself on this
occasion, the utilities ought vigorously to appeal to
investors for’new capital and press forward an
improvement and expansion program, without ask-
ing for any assurances other than those that have
already been vouchsafed. They have known, he
says, for about a year and a half, that there is to
be no further expansion of federally sponsored
hydroelectric development. Now this is exactly
equivalent to a declaration that the President him-
self has not at this time determined to favor any-
thing further in tax-supported competition with
private capital in the utility field. It is this, and

According to ‘the
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nothing more. It conveys no suggestion- that pre-
vailing publie policy has been altered, no admission
that either righteousness or expediency should pro-
tect tax-paying industries against attacks sup-
ported by their own tax contributions and those of
others subjected to extraordinary levies to finance
the warfare against them; still less is there any
declaration of principles upon which they might
rely or from which they could derive comfort and
.confidence. In short, this is a mere statement of

Chronicle

* the limits of existing plans and, coming from an

Administration so prolific of plans and experimen-
tation, which, as in the matter of taxation already
-referred to in this article, can change and develop
literally overnight, the statement, as such, is simply
and entirely worthless. Its source is too impulsive,
emotional and volatile.'

President Roosevelt took: office almost six years
ago pledged to sound money, reduction of the Fed-
eral bureaucracy, budget-balancing by rigid curtail-
ment - of public expenditures and relentless econo-
mies, promotion of recovery by these methods and
without Federal usurpation or intrusion upon the
rights of the States or the orderly processes of
local self-government and home-rule. Almost im-
mediately, following a half-hearted and quickly
abandoned effort to enforce the promised econo-
mies, a period of wild experimentation and reckless
‘expenditure was inaugurated and it has continued
without cessation throughout the entire six years,
Precedents and pledges were forgotten, change
seemed to be considered in itself a good, and Amer-
icans were told that nearly everything in their past
was to be deplored and even their ways of thinking
had become outmoded and must be made over,
Business was sweepingly condemned because it had
.not achieved the impossible and business men were
attacked with accusations of greed, duplicity and
lack of intelligence. The ordinary incentive of
legitimate profit, which spurs on to success when
it accrues with a reasonable margin on both sides
of most transactions, was held up-to sterile scorn
and public contumely. The gold standard was sud-
denly
private credit diluted by degradation of the dollar
to 60% of its long-established value, the Govern-
‘ment thus repudiating two-fifths of its obligations
and forcing integrity and good faith in private en-
terprise to follow suit. Taxation, justly the sup-:
port of every government and never: warranted
beyond the necessities of sound and economical ad-
ministration, was not utilized to meet the expendi- .
‘tures of the National Government and sustain its
credit by balancing its budget, as had been promised
}luring the ‘pre-election campaign, -but was trans-.
formed into a device for punishing political and per-
sonal opponents and redistributing the accumula-
tions of thrift and providence. Never in any similar
period of American history, or in any much longer
period, were so many new and strange devices of
legislation introduced and adopted ; administration
was never before so sudden, startling, and dramatic
in its expedients, never so reckless in its disregard
of disturbance to established order and equilibrium,

Once before, from the same source, industry was
told that the radical program was for the time com-
plete and that a “breathing spell” was to be per-
mitted. But the period that immediately ensued
is not ‘mow distinguishable, in this respect, from

and needlessly abandoned, and public and = -
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what had gone before, and was soon characterized
by the attack on the Supreme Court, and the effort
to undermine thrift by punitive taxation and the
holding out of extravagant promises to large classes
formerly sustained out of the proceeds of frugality.
A century and a half ago, Isaac Roosevelt was
President of the Bank of New York, then controlled
by Alexander Hamilton, and used as an instrument
of the Federalist party in obtaining ratification of
the Constitution and promoting other Federalist
aims. His grandson’s grandson, who now occupies
the White House, might well give heed to a para-
graph penned by the great patron and friend of his
ancestor in that time of stress. For Number 62 of
the “Federalist,” Alexander Hamilton wrote:

. . great injury results from an unstable govern-
ment. The want of confidence in the public councils damps

every useful undertaking, the success and profit of which .

" may depend on a continuance of existing arrangements.’
What prudent merchant will hazard his fortunes in any
new branch of commerce when he knows not but that his
plans may be. rendered unlawful before they.can be exe-
cutell? What farmer or manufacturer will lay himself out
for the encouragement given to any particular cultivation
or establishment when he can have no assurance that his
preparatory labors and advances will not render him a
vietim to an inconstant government? - In a word, no great
improvement or laudible enterprise can go forward which
requires - the auspices of a steady system of national

policy, - .

James Madison and John Jay, the other contribu-
tors to the “Federalist,” were in complete agreement
as to the foregoing. By their efforts a stable gov-
ernment for the United States was established

-under George Washington in 1789. It continued
until March 4, 1933." Since that date government-
in the United States has been neither democratic
nor stable. In the hands of Franklin Delano Roose-.
velt, it has been bureaucratie, personal, uncertain,
whimsical and erratic. Except as limited by a Con-
gress that appears gradually to be’recovering its
independence and awakening to its responsibilities,
it is likely to remain like that until Jan. 20, 1941.

Monetary Management in Historical
Perspective ~
‘ By JoHN 8. LIONBERGER . :
During the year 1938 England lost. the equivalent .of
about $1,000,000,000 in gold from its Equalization Fund
and the value of the pound declined from over $5.00 to a

low of $4.60, a decline of 8% in one year. In trying to
understand the causes and significance of these events, it
should be of help to have the historical background and
the important events affecting Dritish monetary polic'y.'
i ) I . .
ENGLISH -MONETARY SYSTEM—I18TH CENTURY
' The year 1795 will be arbitrarily chosen as the starting
point of this historical sk'etch. At this time the legal ten-
der in England was gold and silver only. As silver was
- shortly demonitized, and reduced to token money only, it
will be disregarded hereafter in this discussion. The stand-
ard of value was then as now, the pound sterling, consist-
ing of 123.27447 grains of English standard gold, composed
of eleven parts of fine gold and one part of ailoy, chiefly
copper. By dividing the number of grains in the pound
sterling into the number of grains in a troy ounce we find
the value or “mint price” of an ounce of standard gold to be
3 17s 10%d. An ounce of pure gold was-equal to 84s 10%d
(the basis on which the Bank of England carries its gold
reserves today). .
The total circulation in England in 1793, according to the
best estimates available, was as follows:— '
5%5,000,000

Bank of England notes
Country notes and Scotch notes_ . _ __ . emnnn 9,(5)38883

T
. Total of England and Scotland £42,500,000
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Gold and silver coin only were legal tender, The Bank
of England, Scotch, and Country notes were not. There
were no laws at that time governing the amount of the
note issues of the Bank of England or of the country and
Scoteh bankers. The country was operating under what
may be described as a “free banking system.”

II

THE BANK RESTRICTION

In 1796 England was one of the great powers at war with
Yrance. She was assisting her allies mainly by subsidies
and her Prime Minister, Pitt, began to draw against the
Bank of England for necessary supplies.. His drafts began
to exhaust the specie reserves of the Bank, which belatedly
tried to reduce its note issue. But while its note issue was
reduced to £9,000,000 in February, 1797, its specie reserve
had diminished to but little more than £1,000,000, and the
necessities of the government were greater than ever.

On the 27th of February, 1797, an Order in Council was
jssued forbidding the Bank to pay specie until the will of
Parliament could be known. Yrom the manmner in which
this suspension came about, by an injunction of the.gov-
ernment, it is known as the Bank Restriction. . During

" the Restriction, which was to-continue, through Parlamen-

tary extensions, until 1821, it was legal to export gold. It
was not long before the exchanges became unfavorable.
Gold coin in .circulation was melted and exported. While
there was no gold market and quotations were not official,
the evidence shows that by 1801 the price of gold in notes
had risen from the “mint price” of £3 17s 10%4d per ounce to
£4 6s. The amount of bank notes in circulation was stead-
ily increasing.  In February, 1802, the circulation’ of the
Bank of England had risen to £15,000,000. When the
question of the Restriction came up at the Peace in 1802,
it was argued that resumption was impossible because the
exchanges were adverse. Loid King and Mr, Fox argued
that to resume specie payments was the way to make them
favorable, and that the excess issue of bank notes was
the cause of the premium on gold and the adverse ex-
changes. But their opinions were disregarded. )

By 1810 the circulation of the Bank of England had in-
creased to £21,000,000, that of the Country and Scotch
Banks. to an estimateed £30,000,000. The price of gold
had risen to £4 10s per ounce or, to put it the other way,

" bank notes had depreciated over 15%. . A speculative mania

broke out. Great public works were undertaken and all
kinds of joint stock companies were “floated.” This state
of affairs in January, 1810, prompted Mr. Horner, a mem-
ber ‘of Parliament, to move for a committee “to inquire
into the high price of gold bullion and to. take into -con-
sideration the state of the circulating medium, and of the.
exchanges between Great Britain and foreign parts.” '

\ 111
THE BULLION REPORT

" The report of this committee, which is known as the

Bullion Report, . was published in ‘August, 1810, but did
not come up for discussion in the House until May, 1811.

.The doctrines of this report may be summed up thus:

1. The value of an inconvertible currency depends on its
gmount relatively: to the needs of the country for circulat-:
ing medium (only to a very subordinate degree on the
security on which it is based or the credit of the issuer).

2, If gold is at. a premjum in paper, the paper is re-
dundant and depreciated. The premium measures the de-
preciation. : e ;

3. The limit of possible fluctuations in the exchanges be-
tween two countries is the expense of transmitting bullion
from one to the other (when the paper of each is freely
convertible into gold). Par of exchange is the par of
the metals, weight for weight, in the two coinages.

4. If there is a drain of gold, it is due, aside from ex-
portations to purchase food of pay armies, etc, to the pres-
ence of an inferior currency of some sort in the country
it leaves.

5. If the inferior currency be removed, the exchanges
will be turned, the outflow will stop, and, if any vacuum
is created, gold will flow in to supply it. Gold will not
flow in -while the inferior currency fills the channels of
circulation. There are certain more fundamental prin-
cipals involved :—. ‘

If gold is chosen as the standard of value in a country,
anl the use of a paper currenly is resorted to on account
of its greater economy and convenience, it.is of the utmost
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iniportance that the paper currency should be kept at the.

game value with the gold it represents, and be freely con-
vertible into gold.

The total amount of the circulating medium or money of
.a country affects the general level of prices in that country.

When gold is exported from a country it is because it is
‘worth more, will purchase more, abroad than in the country
it left.

The effect of the export of gold is to lower prices in the
«country it leaves and to bring its price level into equlib-
Tium again with prices elsewhere. The outflow will stop
‘when equilibrium is reached.

If a paper currency is used, and its con\ertlblhty and.

‘value are to be maintained, its amount should be made to
.conform to what a purely metallic currency would have
been, had there been no paper 1ssued

The influx and efflux of gold is the only sure test of
‘what would have been the variations of a metallic cur-

rency, and therefore serve as tlie only safe guide for reg- -

ulating the fluctuations of a paper currency.
In support of the above doctrines of the report, Mr.
‘Horner offered resolutions before the House as follows:

" That a pound sterling is 123.274 grams of English stand-
:ard gold.

That Bank of England notes promise to pay pounds ster-
ling. .
That Bank of England notes are depremated—are not
‘worth what they stlpulate to pay.

That the reason of this is an excessive issue of notes.

That the exchanges have been depressed chiefly. owing
to the ‘depreciation of the notes.

" That the Bank ought to regulate its issues by the price -

.of bullion (in notes) and the exchanges.

That the remedy 'is to return to convertibility.

That the law extending the Restriction be amended so
.as to resume in two years.

‘These resolutions were voted down. Mr: Vansittart,
who led the opposition to Mr. Horner’s resolutions, pro-
posed as a counter-regolution:

That the pound sterling has no, relatiton to any weight
.of metal of a given fineneses and that bank-notes have
__hitherto been, and are at this time, held in public estima-

tion to be equivalent to the legal coin of the realm, and
wenerally accepted as such, in all pecuniary transactions
to which coin is lawfully applicable,

_ This resolution was passed in the face of incontrover-

tible evidence that £100 in bank notes would only buy £86
. in'gold; and the Restriction continued. }

There followed a period of great distress among all
«classes, ‘manufacturers and laborers alike. Wages were
«close to a starvation basis. 'The circulation of bank notes
_-continued to increase. By 1814 the note circulation of
the Bank of ‘England had risen to £26,900,000,‘ that of the
“Country Banks to £22,700,000. The price of gold in notes
was £5 4s. Notes had depreciated therefore about 25%.
" "The period up to 1819 was characterized by successive out-
‘breaks of wild speculation followed by collapse. ‘A great
' many country banks failed -as the result of improvident
loans and over-issue of bank-notes. The crash which oc-
<urred in the fall of 1818 was followed by numerous fail-
ures. ' The normal contraction that is the aftermath of
.such an occurrence caused a great decrease in the bank-
-note eirculation. Notes of the Country K Banks were re-
duced by the failure of many of the banks. The Bank of
~ England circulation had fallen tc £25,000,000 by I‘ebruary,
-~ 71819,

_ . v ‘ ;
"RESUMPTION. PEEL'S ACT OF 1819

These events brought to public attention the question of
‘resuming specie payments. Both Houses of Parliament ap-
-pointed committees on the Resumption. The plan proposed
“was that the Bank of England should redeem its notes in
gold ingots of sixty ounces weight after February 1st, 1820
.and until October 1st, 1820 at £4 1s per ounce; from Oc-
tober 1st, 1820 to May 1st, 1822 at £3 19s 6d; and after
May 1st, 1822 at £3 17s 10%d."

Mr. Peel opened the debate and urged the adoption of
‘the report and the Committee’s plan for resumption. He
regretted the part he had taken in 1811 in opposition to
Mr. Horner's resolutions and stated that he conceived the
‘principles of the Bullion Report to represent the true
-nature and laws of the English monetary system. The
“-opposition” to’ Resumption came: from the “city men” and
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from the directors of the Bank of England itself. The
statesmen, however, won out and the bill was passed. One
of the eloquent speeches in favor of the bill was made by
Lord Grenville and is worth quoting in part. He de-
clared that an irredeemable paper currency was, under any
circumstances, a greater evil than good; that “he hoped it
would be recorded of him, as his decided conviction, that in
proportion to the danger under which the country labored,
he would almost say, in proportion to the extent of that
danger, was the impolicy and desperate madness of such a
measure (The Restriction) as they were now considering- .
how to rescind. He could show how the miseries
of 1816 followed on the issues of the preceding year; he
could show how the excessive issues of country paper, which .
could not maintain itself like bank paper by legislative
enactment, led to a fearful depreciation, and without any
fault of individuals, by the mere force of the system, in-
volved the whole kingdom in one general desolation. Not
only its trade and commerce, but its agriculture, its landed
interest, even classes the most remote from connection with,
or even knowledge of, the paper system, found themselves
suddenly consigned to total and inexplicable ruin. If their
- lordships could seé at their bar, not merely the victims of
commercial failure, but those numerous persons of all ages,
sexes, and classes, who had unconsciously suffered without
even understanding how or whence the evil fell upon them,
such a spectacle would fill their lordships with horror; and
he sincerely believed that not only would no voice be.raised

for the maintenance of such a system in commerce, but not
even in war.” h
| v

OPERATION OF ACT OF 1819

As the result of the commercial crisis in 1818, there was
a great fall in prices and in commercial activity. The ex-
changes became more favorable and the demand for gold
for export ceased. -The Country Bank issues declined due
to failure or discredit of many banks. Taking advantage
of these circumstances the Bank of England reduced its
own note issue. Its holdings of coin and-bullion’ increased .’
and it was able, by its own volition, to resume specie pay- .
ments, at £3 17s 10%d per ounce, on May 1, 1821, 4 year
‘before the date:set by Parliament.

The Bullion Report had pointed out the rules to be fol-
lowed in regulating the paper currency to insure conver-
tibility and avoid over-issue. But these rules, while they
may have been understood by the statesmen who passed the
Resumption Act and by the officials of the Bank of Eng-
land, were but imperfectly understood by the country bank-
ers. DBesides, they had no feeling of individual respon-
sibility for a general over-issue of notes. During a period
of great activity and speculation, with interest rates ‘rel-
atively high, the country bankers were constantly tempted
to push out their note issues. When domestic prices had

. been carried too ‘high by .the speculative boom and in con-

sequence gold was being exported, they did not heed these
danger signals soon enough and take the proper precaution
by curtailing their accommodation to the public and de-
creasing their note issues. So that whatever prudence was
‘ exercised by the Bank of England was more than counter-
palanced by the imprudence of the country bankers. The
reaction and collapse. which occurred when the business’
community became thoroughly alarmed by the persistent
drain of gold and the consequent serious impairment of the
Bank of England’s reserve, was more sudden and violent
because of the prior over-issue of bank-notes. In 1825,
when such a crisis occurred, the situation was made more
actute by the presence in the circulation of a large amount
of notes of small denominations. These notes were in the
hands of laborers and small tradesmen, the class most
susceptible to panicky conditions. They caused a run on
the banks by demanding specie for their notes, which re-
sulted in numerous bank failures. The bullion reserve of
the Bank of England fell from £13,800,000 in February,
1824, to £2,400,000 in February, 1826, and suspension of
specie payments was avoided by the narrowest of margins.
By Act of Parliament, the small notes (under £5) were
withdrawn from circulation in 1829,

It took the crisis in 1839 to prove that the issue of small
notes was only one of the mistakes made in the manage-
ment of the currency. .Over-issue by the Country banks
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again playe(l the same part as in 1825. But it also became
obvious that the officials of the Bank of England did not
yet fully understand the doctrines of the Bullion Report,
for they certainly violated the rules laid down in that re-
port. A drain of gold began in January, 1839. Between
January and October of that year the Bank’s bullion de-
clined from £9,336,000 to £2,522,000, a decrease of £6,814,000.
The corresponding diminution in the liabilities of the Bank
fell almost entirely upon the deposits; the decrease of the
circulation within the same period amounting only to £600,-
000! During this period, also, the Bank obtained a foreign
eredit of £2,500,000. Thus we see a decrease in the bullion
to so low a point that the position of the Bank was un-
questionably rendered insecure, and without the aid of the
foreign credit, would probably have been desperate; while
the decrease of the circulation, by which alone this course
of things could be checked and the convertibility of the
notes insured, amounted. only to the trifling sum of £600,-
000. - During most of the period described, the country bank
circulation was actually increasing! And again, as in
1825, suspension was avoided by the narrowest of margins.
T ) VI ’ .
. PARLIAMENTARY INQUIRY OF 1840
On July 17, 1840, there met a special Committee of Par-
_liament on Banks of Issue. This committee called before
it as a witness one of the foremost authorities of the time,
Mr. Samuel Jones Loyd (afterwards Lord Overstone). As
his opinions and testimony wera very influential in fram-
“ing the Iegislatibn which followed, extracts from his evi-
dence before the committee are given. Iollowing are some
of the questions and answers: T o .

;R

Q. In your opinion, have the various issuing bodies man-

aged their circulation since 1833 according to sound prin-
ciples? | g ’ L

A. In my opinion, the various issuing bodies have not
managed their paper circulation, since 1833, in conformity
with sound principles. ' i :

Q. Do you apply this as well to
to the various provincial issuers?

A, Yes; I think it is true both of the Bank of England
and the provincial issuers..

Q. What, in your opinion, is the sound principle accord-
ing to. which the eirculation should be regulated?

A. A metallic currency, I conceive, by virtue of ‘its own

the Bank of England as

intrinsic value, will' regulate itself; but a paper currency, .

having no intrinsic value, requires to be subjected to some
artificial regulation respecting its' amount. The use of
paper currency is resorted to on account of its greater eco-
- nomy and convenience, but it is important that that paper
" currency should be made to conform to, what a metallic
currency would be, and especially that it should be kept
of the same value with the metallic’ currency, by being kept
at all times of the .same amount. Now, the influx and ef-
flux of .gold is the only sure test of what would have been
the variations of a metallic currency, and, therefore; I con-
celve that that constitutes the only proper rule by which
to regulate the fluctuations of a paper currency.

" Q. What are the circumstances which generally precede
an efflux? . : .

‘A, The causes producing an efflux of bullion may be
divided into two classes; one would be the depreciation in
the value of the currency of this country, in consequence
of the excess of its amount; the other would be a demand
upon the gold of this country, arising from .an .ynusual

and extraordinary importation of some certain commodity, -
not accompanied by a corresponding increase in the ex- -

ports of commodities, and which must therefore be paid
for in gold. S ‘ ‘

Q. When the efflux preceeds from causes so different,
4s it right to pursue the same course by reducing the amount
of the circulation in conformity with the efflux? .-

A. Yes; I apprehend that it is so, whatver the cause of
the efflux of gold may be. It is quite clear, that if the
circulation were a metallic circulation, it would be so
diminished, and I apprehend it, therefore, to be a good
rule that a similar variation take place in the paper cir-
culation. In the second place, though the causes of a drain
are distinctly separable in theory, they are not equally so
in practice; in fact the cause of a drain is generally of a
mixed character, and if you make the slightest mistake in
estimating the causes, and proceed to act upon the sup-
position that it is a drain proceeding exclusively from the
excessive import of a particular commodity, when, in point
of fact, some portion of the drain is attributable to a de-
preciation of the value of the currency, however slight,
you will get into a very serious difficulty. In the third
place, even if the cause is of the pure nature supposed, if
a certain quantity of bullion in store be drained out of it,
., that quantity is to be recovered, and it seems to me that

vou have no means, upon principle, of recovering it, except

by contraction. : . ;
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Q. Is there any common cause to which you attribute the
mismanagement of the circulation by the different classes
of issuers? ’

A. I apprehend that the mismanagement of the circula-
tion generally is very closely connected with the union
which exists between the functions of banking and the
functions of issue.

(). What distinction are you prepared to draw between
the management of ordinary banking and issue?

A. It seems to me that the distinction between banking
and issue is as clear and as marked as any distinction is
or as any distinction can possibly be. Issue is the privilege
of creating money, of creating that which is the common
measure of value in the country; banking is the duty of

_using and distributing that money in the conduct of the’

business of the country. The distinction between issue,

. or the creation of money, and banking, which is the use -

of money, is. very similar to the distinction between the
authority by which the standard yard or bushel is deter-
mined, and the use of those measures in the ordinary trans-
actions of life. :

Q. Then you are of the opinion that the union of these
{wo functions in the same body tends to produce confusion -
in the public mind as to what the proper duties are of a
body, which like the Bank.of England, has to superintend
issues? j

'A. Yes, certainly; I have already stated that I think that

the duty of supporting public credit has been thrown upon

the Bank to a much greater extent than it would have been
thrown upon a manager of the circulation, if she had been:
understood to be limiteed to that function; and it seems
to me that almost all the fallacies which are prevalent on
the subject of the circulation or the currency, arise out of
a confused view of those two different functions.  The
principles of currency are in themsselves simple enough;
but by mingling the management ‘of circulation with bank-.
ing operations great confusion has arisen; for instance, the
charges against the conduct of the bank in 1835, seem to
me to be entirely founded upon the confusion between
what was their duty in managing their circulation, and
what was their duty in their banking capacity. Again, I

-have seen pamphlets, which say, sometimes directly, and

almost always in an implied manner, that it is the duty
of the Bank to regulate prices; that it is the duty of the-
Bank to regulate the rate of interest; that-the country
issues ought to be regulated by the supposed wants of their
respective districts; that a rise of prices requires and jus-
tifies an- increase of issues, and a variety of other ideas of

' the same kind; all of which seem to me to spring out of
the want of a due separation, in the minds of those who

write upon the subject, of the functions of issue and.of
banking. 5 .

Q. Do you consider it expedient that some control should
be exercised by the Government over the issues. of all is-
suers of notes payable on demand? - .

A. It seems fo me unavoidable that control, either direct

“or indirect, must be exercised over all the paper issues of

the .country. If the control is indirect, of course it is slow,
it is also uncertain in.its extent, and, in effecting it, there
must be an additional and unnecessary pressure upon the

community; that would not arise if the control was im- -
meédiately upon the issues themselves; therefore, it appears
to me, that a direct control is more advantageous to the

-public interests and more safe for:the object in view than '

an indirect control. .

VI

BAN_K CHARTER ACT OF 1844
It was to cure the mismanagement of the circulation de-
scribed above and to insure the convertibility of note issues, .
which was in great danger in 1825, 1837, and in 1839, that

this Act was passed. It provided for the elimination of
the “Country Issues” and the substitution therefor of
Bank of England notes. The Bank of England was divided
into two departments, for .all intents .and purposes two
separate establishments, the Banking Department and the
Issue Department, the latter being exclusively concerned
with the issue of notes. The amount of the “Country
Issues” retired amounted to £14,000,000. Bank of England
notes to that amount were issued in their stead. It was
estimated that this amount was less ‘than the absolute
minimum circulation required by the country at that time.
Against these notes the Issue Department was compelled
to hold £14,000,0600 in Government or other interest bearing
securities, For every note issued, over and above the
£14,000,000, gold had to be deposited with the Issue De-
partment, 123.274 grains of English standard gold for each
£1 in notes. The Bank was required to redeem its notes
in gold on demand, and its notes were made legal tender
everywhere, except for the payment of debts owed by the
Bank itself. The amount of the notes, under this Act, was
no longer left to the discretion of the Bank’s officers, If
zold was deposited with, the Issue Department, the equiva-
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lent amount of notes could be issued. If notes were pre-
sented for payment gold had to be paid out and the notes
retired. The notes held in the Banking Department, as
part of the banking reserve, were counted as part of the
circulation, as if the two departments were separate es-
tablishments.

To show the form of statement rendered by the Bank,
an actual statement is here set out:

BANK OF ENGLAND
An account pursuant to the Act 7th and 8th of Victoria, C. 32, for the
week ending on Saturday, May 30, 1857
; Issue Department
£23,801,395 | Government, debt
. Other securities......--
| Gold coin and bullion___

£23,801,395 |

Banking Department : a, ¥ o
. £14,553,000 | Government securities. - £10,326,131
. 3,302,357 | Other securities 18,302,575
6,264,419 | Notes : " 4,723,920
9,225,549 | Gold and silver coin...-. 706,007
713,308 g

Notes issued

9,326,395
£23.801,395

Public deposits. -
Seven day & other bills.

£34,058,633
Dated the 4th day of June 1957.

M. Marshall, Chief Cashier.

£34,058,633

vir o
CRISIS .OF 1847

As it happened, the Act of 1844 was tobhuve a real test -

very shortly following its passage. The Act had many
enemies, especially among the mercantile class. = When
there occurred in April, 1847, a. severe commercial crisis
these opponents of the Act blamed the severit& of the
crisis on the fact that the Bank failed to give the proper
acépmmodatibn to the business community, and failéd be-
cause of the arbitrary restrictions of ‘the Act. This re-
sulted in.a parliamentary ingquiry into the causes of the

crisis and the part. played by the Act of 1844. On Feb-.

ruary 28th, 1848, Samiuel Loyd, Esq., was called in and
examined by a Secret Committete of the House of Lords.
For the same reason as. given above, extracts
testimony are hére set out.

Question. “Will you be so good as to state in what de-
gree, in your opinion, the commercial crisis which took
place in the month of April, last year (1847), and the fur-
ther disturbance of credit.which took place in the autumn
_of last year, were connected with the conduct of the Bank
" and the state of the circulation of the bank paper?”’

Answer. “I do not consider that the pressure which took |

place in April last, or the subsequent pressure in October,
~'was in any degree connected with the management of the
.circulation. I consider that pressure to-have been entirely
" of a mercantile character. The amount of bank notes in
the hands of the public during that period was unusually
large, ahd I apprehend that the same.degree of pressure
must have taken place under a metallic circulation, or

under any system of circulation in which adequate pro-.

"yision was made for securing the convertibility of the
‘notes.” . ’

Question. “Will you be so good as to state what, in your
" opinion, were the causes in which the pressure originated,
distinguishing those causes which wére in operation in the
early part of the year, and those which may have been
.in operation in the subsequent part of the year?”

. Answer, “That pressure, I conceive, was caused by a
deficiency of capital to sustain the mercantile engagements
that were in existence, That deficiency of "capital arose
from the failure of the harvests both in this country and
throughout Europe, and also from the extraordinary diver-
sion of capital from trading, purposes to the construction of
railways. . The pressure was further intensified in the

autumn by the  extraordinary extent of the commercial

* failures which occurred at that time, and the general alarm
to which those failures gave rise.” = i

Question. “Will you state, that pressure existing, what
effect, in your opinion, the Act of 1844, commonly called
Sir Robert Peel’s Act, had either in alleviating or in ag-
gravating that pressure?” )

Answer. “For the reasons already stated I apprehend
it had no effect whatever in aggravating the pressure, I
conceive that the Act of 1844 protected the public from the
additional evil which would have otherwise occurred of a
failure in maintaining the convertibility of the notes, and
the consequent complete destruction of our monetary sys-
tem.”

Question. “You are of the opinion then that the pressure
would have occurred, and have been as severely felt, had
1o such act been in existence?”’ ’

- Answer. “I am of that opinion, certainly. I see no ground
whatever for saying that the act in the slightest degree
tended to create or to increase the pressure.”

Question. “Are you not sensible that a reduction of the’

accommodation to the publie, in the shape of discount or

£11,015,100
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otherwise, is always attended with considerable pressure
and injury to the trade of the country?”

Answer. “A reduction of discounts is undoubtedly ac-
companied with inconvenience, I should hesitate. to ad-
mit the word ‘injury.’”

Question. “Are not ‘inconvenience’ and ‘injury’ rather
synonymous?”’ '

Answer. “No; Dbecause I apprehend that pressure on
many occasions, although inconvenient, is extremely sal-
utary and’ beneficial.” )

Question, “But it presses severely upon individuals con-
cerned in trade?” : .

Answer. “It creates inconvenience at the time to them.” ..
_Question. “Are you also of the opinion that fluctuations
between abundant accommodation on the part of the Bank
at one time, and very restricted accommodation on the
part of the Bank at another time, are very injurious to
trade, and much to be avoided?’
 Answer. “There is no doubt about it, that violent fluc-
tuations in matters of that ‘'sort are inconvenient and.in-
jurious, and it would be desirable that they should , be
avoided, but we must look to the causes from which they
proceed. ‘Any attempt to obviate such fluctuations, with-
out really remedying the causes which produced them,
would only increase the mischef and not diminish it. ‘When,
for example, from any cause whatever, there occurs a great
diminution of the capital which had been previously cal-
culated upon for carrying on the trade of the country, the
inconvenient consequences which arise from that, viz., con-
traction of discounts and rise in the rate of interest,.are
absolutely unavoidable, and any effort to suppress those
consequences by artificial contrivances will -in the end
produce more pressure and more inconvenience than would
have arisen from leaving them to take their natural
course.” ‘ .
~ Question. “But you do not doubt that it is desirable for
the wellbeing of the circulation and trade of the country,
to keep as nearly equal as possible ‘the. accommeodation
given by the Bank to the public?” . -

Answer. “It is" certainly desirable that circumstances
should so combine that the trading world should not be
subject to any strong or violent changes, but if the causes -
which naturally and necessarily produce changes are ac-
tually in operation, it is not desirable by any artificial
means to endeavor to prevent those violent results.”

Mr. Loyd also testified before a Select Committee of the

House of Commons in 1848 on the same subject as follows:

Question. “When you speak of the mismanagement of the
Bank, what are ‘the points to which you allude?”

Answer. “I allude to the fact that, from the year 1847
up .to April, the- Bank permitted its banking reserve to
undergo a’continuous and ‘serious reduction of amount,
. until it 'was brought down to a point which was unsafe

and therefore alarming.” .
Question. “Up to what time do you consider that the
conduct of the. Bank was objectionable?”
Answer. “My objection applies to the first three months
of the year 1847; during those three months the Bank
allowed its banking reserve to run down too low, and did
not take the measures it ought to have taken to protect
that reserve, the principle of those measures being, raising

" the rate of interest more powerfully and more rapidly than

it did. It was a course contrary to all sound principles
of banking; the Bank of England, during that period, kKept

. increasing its securities, paying for those securities out of

jts banking reserve, that payment so made out of its banking
reserve being immediately taken to the issue department,
and gold taken for it; so that, taking the two departmentts

- together, the result was that the Bank from the beginning

of- January to the middle of April, continually’ increased
its securities, paying for those securities in gold, which
‘zold was going out of the country; and it did that without
raising its rate of interest in a manner sufficient to protect
its banking reserve,” . ) ey :

Question. “You consider that from that step the difficulty
of April mainly arose?” .

Answer. “The abrupt character of it, I think, was pro-
duced entirely by that.course.” i
" Question. “If the Act of 1844 was. supposed to prevent
the abrupt character of those difficulties, what advantage
is there, if after all there remains in the hands of the
Bank, the same power of producing the suddenness of the

" difficulty as existed before?”

Answer. “In reference to that question, we must dis-
tinguish between the management of the circulation and
the management of the banking business of the Bank. Be-
fore the Act of 1844 was passed, the Bank was vested with
the power both of mismanaging the circulation, and of mis-
managing its banking business; the Act of 1844 placed it
out of the power of the Bank to mismanage the circulation,
and in so far as it was perfectly effectual in its purpose,
but it left the Bank, as a banking concern, with full dis-
cretion to manage its banking affairs according to its own
judgment; that is, it left the Bank wih the power of mis-
managing its banking affairs, and of inflicting a serious
injury upon the public.” '

Question. “Then, in point of fact, the . mismanagement’

. of the banking department by the’ Bank of England, is
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productive, as far as the suddenness of the difficulty is

concerned, of the same inconvenience to the public as was
caused previously by their general mismanagement?”
Answer. “The mismanagement of the banking business
of the Bank of England may certainly produce inconveni-
ence in an abrupt form to the public, but still the effect of
the Act is to protect the circulation; if the Act of 1844 had
not been in operation in the spring of 1847, I apprehend
that the course pursued by the Bank up to April would have
been further pursued by the Bank, until the bullion then
standing at about £8,000,000, had been ‘reduced to £2,000,-
000 or £3,000,000, and then you would have had a convul-

" sion still more abrupt, still more severe, and rendered more.

oppressive in consequence of a further feeling béing thrown
into it of serious alarm as to the safety of the momnetary
system; from all those evils the Act has protected the

public.”
In 1857, in 1866, and thereafter, similar crises occurred

and always there were some who attributed them, or their
severity, to the so called arbitrary restrictions of the Act.
Nevertheless, by adhering to the principles of the Act of
1844, England went through all the commercial and finan-
cial disturbances between that year and the outbreak of
the World War in 1914; and during that time no one ques-
tioned the fact that a Bank of England not was “as good as
gold.” It is in no small measure due to this fact that the
English pound sterling became the world’s best known
monetary unit, and that London.was known as the finan-
cial capital of the world.

During these seventy years tremendous economic changes .
took place due to the rapid growth of commérce and in- -
dustry and the introduction of steam and electricity in .

production and transportation. And yet all during this
period no voice, in responsible circles, was raised against
convertibility and the gold standard. Its operations were
as automatic as the system of weights and measures.
is true in spite of the many wars during the period} in

spite of the fact that most European countries tried bi-

metallism and that the United States was on an inconver-
" tible paper basis from the Civil War until 1879, There was
no talk of “currency wars,” of “purcﬁasing‘pcwer parity,”
of “stabilizing funds,” of “commodity or index number
money.” Price fminrr by the government had not become
fashionable.

Why then has the gold standard been -abandoned by
England and practically all of the civilized world?
has it “outgrown its usefulness” in the opinion of so many
people the world over? Why are the “Bullion‘ Report” and
the principles of the Act of 1844 old fashioned and out of
date? Why are repudiation and debasement of the coin-
age, once hateful acts of tyranny, popular téday’? For the
answers we must turn to the events of the World War and
"their after ef.fect on the business “orld

IX
THE GREAT WAR

The outbreak of a war, in which England and most of
the Turopean nations became involved, was bound to dis-
rupt all commercial relations, not only between the warring
nations, but between them and the neutral powers. Normal
avenues of trade were-:closed and new ones, created by war
demands, were opened. It was no longer possible to main-
tain the proper balance between imports and exports. Al
normal rules of trade and finance were discarded. The

successful prosecution of the war became the all important’

thing to each nation involved.

Foreign exchange was, of course, in a-state of complete
demoralization following the outbreak of war. Quotations
were fantastic. Stock exchanges were -closed. When
things settled down it became apparent that the warring
nations, with their whole business structures on a war
basis, would have to depend upon the neutral nations for
a large amount of supplies and raw material. They could
not hope to purchase these entitrely by their own exports to
the neutrals. Their gold supplies were a bagatelle com-
pared to quantity of such supplies needed. The arrange-
ment worked out between England and the United States
is typical of what had to be done to meet the situation.
English citizens held large amounts of American securities.
These were borrowed by the English Government and were
pledged to it by secure advances from American bankers.
. These advances or loans were made and drawn upon as
‘needed to purchase supplies and raw materials in this coun-
try. The dollar-pound rate of exchange was pegged at a
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Why during and following the war.
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fixed figure, and there practically ceased to be a foreign
exchange market, As the war progressed funds raised in
this manner were supplemented by direct loans from our
government, and by the proceeds of English dollar bonds
sold to the American people themselves. Under such con-
ditions it was not surprising that the Gold Standard was
suspended and, for the first time in nearly a hundred
years, it was impossible to convert Bank of England notes
into gold on demand.

When the war ended, England, as well as all other na-
tions, had the difficult problem, of resuming a peace-time
status, complicated by the hysterical political conditions
that usually exist at-similar times. England owed the
United States an enormous sum.
similar sum by her continental allies and her vanquished
eneinies had, under compulsion, promised her large indem-
nities. But her allies and enemies alike were impoverished
by the war, and collecting what was owed her was another
question. Everyone is now more or lesg familiar with the
vexing questions of inter-allied  debts and indemnities,
which are far from being settled to the present day. Do-
mestiec economy had to be changed from a war to a peace
basis. © Demobilized troops had to be absorbed into in-

Foreign markets. had to be opened for British
Taxes were oppressively high., Unemployment was
general. '

It was not astonishing, therefore, that, when the peg was

removed from foreign exchange, the pound should sag and
that for some time specie payments were not resumed. The

The Issue Department had not departed from the terms
of the Act of 1844 as to the amount of notes issued or the
gold held against the notes, The banking reserve; how-
ever, was at the dangerously low level of 16.6%. Moreover,
this is not the whole story. At the outbreak of the war

* unusual demands for cash were made on all the banks.

As a temporary measure to meet this emergency, the British
Treasury issued, through the Bank of England, its own cur-
rency notes in denominations of £1 10s.
issues did not cease with the temporary emergency. In-
stead, the British Government continued to issue notes
The amount of these cur-
rency notes outstanding at the end of the war was not pub-
lished, but was probably more than the' total of the Bank
of England issues. What gold reserve, if any, was held
by the Government against their currency notes from tlme
to time, was.not announced.

In the two years following the war all Englisi paper
issues had depreciated in terms of gold, the maximum de-
preciation being about 84%. ' 'To American eyes this de-
preciation . was evidenced by the quo_tations of the pound
in the foreign exchange market. A United States dollar
contained '23.22 grains of pure gold, an’ English pound
113.0016 grains. The par of exchange, therefore was® £1=
$4.866. The United States remained on the gold standard
and all its paper issues were freely convertible into gold.

- When you could buy a pound for $3.20 in the foreign ex-
change market,

it meant therefore, that English paper
money had depreciated about 34%. This depreciation fairly
measured the confidence or lack of confidence of the fi-
nancial world in the ability of the Bank of England and the

“English Government to redeem its promises in full,
However, as trade resumed its peace time status, England’

set out resolutely to put her house in order. Instead of
meeting Government deficits with paper money, as was
done in Germany and France, she raised her taxes and
kept her budget more or less in balance, The value of her
paper money increased.. The exchanges became more favor-
able,

X

1925—BACK TO THE GOLD STANDARD

In April, 1925, by Act of Parliament, all currency issues
made redeemable in gold on the old pre-war basis: 123.274
grains of English standard gold for each one pound note.
True, there was the usual crop of criticism from the so-
called anti-deflationists, but on the whole this action was
greeted everywhere with enthusiasm, and had the all but
unanimous approval of the British banks and leading news-
papers. By reading the contemporary accounts, however,

Unfortunately the-

True, she was owed a

‘Bank of England statement on November 13, 1918 showed -
- notes outstanding £64,900,000 and gold reserve £74,600,000.

. i
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you find a very general feeling that this resumption of
gold payment at the old parity was a bold and courageous
step attended with some risk.

There should have been no risk if sound principles, based
on past experiences, had been followed. Redundant and
excessive issues of paper money should have been retired
when gold payments were resamed. The Bank of England
statement on April 29, 1925, following resumption of gold
payments, showed :

Notes outstanding £148,386,000
Gold coin and bullion £155,742.000

) The Issue Department was still adhering to the Act of
- 1844 and there were no excess Bank of England notes. But
how many currency notes of the British Government were
outstanding and what gold was held against them? The
* figures were not published. It was not until November, 1925,
when the note issues of the Government and of the Bank

" of England’ were amalgamated by Act of Parliament, that
the news came out. By that act the authorized fiduciary
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issue of the Bank of England was increased to £260,000,000!
On November 29, 1928 £234,199,000 was added to the ecir- -

culating notes of the Bank of England! -And its statements,
immediately following the asumption of the Government
currency notes, showed no addition to the gold holding of
the Issue Department. Furthermore, by the term of the
. Act of 1928 the Bank was allowed to exceed the £260,000,-
000 limit on the fiduciary issue, and the Governor of the
Bank empowered to ask the Treasury for permission to
- exceed this limit. At the time the Act was under discus-

sion in the House, the Government spokesman stated that .

the provision for expanding the fiduciary note issue was not
intended to be used “reluctantly and with hesitation.”
He stated -that it was always possible that, owing to a

“ change of policy of foreign banks, a large sum in gold .

might be withdrawn in a short time in realization of their
balances:  He continued that such an event would probably
be avoided by cooperation among .the central banks but
that, if withdrawals should be insisted upon, the circum-
stances would justify asking the Treasury for permission

to expand the fiduciary issue, Here is the curious picture

of the Government asking the Bank to take a course con-

trary to all sound principles of currency management and

bound to end at the first crisis in disaster and repudiation.

These measures would have been bad enmough in normal

times, but in the unsettled post-war period when timid
capital was ready to flee from a country at the first breath
of suspicion, it was asking for trouble.
The trouble came less than three years later in the sum-
mer of 1931. Here is a brief summary of the situation
- early in July of that year. The English banks, along with
" those of the United States and France, had made very large
advances to Germany to aid that country’s financial re-
habilitation. While these. advances were in the form of
. 'short ‘term credits, they were in reality semi-frozen assets,
for the lenders were bound by a so-called gentlemen’s agree-
‘A ment not to call back the advances on short notice. At
the same time these same English banks owed net to
foreign centers £250,000,000 in the form.of bank deposits
and short:term credits subject to sudden withdrawal. The
:Bank of England statement at this time showed gold hold-
ings of £165,000,000, notes outstanding £359,000,000, and the
discount rate was 2%9% ! In addition, internal conditions
in England were bad duein large measure to after effécts
" of the 1929 crash in America. Also, the Labor Govern-
ment was in the saddle. Taxes were so high as.to be con-
fiscatory. Confidence was at a low ebb. Certainly all in
all, it was a situation loaded with dynamite!

The explosion was touched off by the credit collapse in
Austria, which spread to Germany, tying up' English eredits
to Germany tighter than ever. There started a withdrawal
of capital from London by private interests in France,
Belgium and Holland. Gold holdings of the Bank of Eng-

land dropped from £165,000,000 on July 15 to £150,000,000.

on July 22. Sterling exchange dropped to $4.84. The bank
rate was raised from 2%9% 70 3%9%. Germany’s request
for further advances was turned down at a conference in
London. By July 29 the Bank of England’s gold holdings
had dropped to £135,000,000. The bank rate was raised to
414%. The first week in August the Bank of France and
the Federal Reserve Bank of New York jointly granted to
the Bank of England a credit’ of $250,000,000. The Bank

Chronicle 1079

of England then applied to the Treasury for permission to
increase the fiduciary issue to £275,000,000, which permis-
sion was granted. If any action was needed to thoroughly
demoralize confidence in the British situation, this sup-
plied the need. The action was criticized as pure infla-
tion by the “Commercial and Iinance Chronicle” in Amer-
ica. Early in September a new credit of $400,000,000 was
arranged with J. P, Morgan & Co. and the French banks.
But it was too late to stop the drain of gold out of England.
Both the credits were exhausted and the withdrawals con-
tinued. On Sept. 21 Parliament suspended the Gold Stand-
ard Act of 1925. Sterling exchange fell to $3.46. England
was again on an inconvertible paper basis.

There is no doubt that the British Government -and the
Bank of England strove at the last by every means in their
power to avoid the suspension of the Gold Standard Act.
The unfortunate thing is that failure to avoid the suspen-
sion has been accepted by a growing number as proof of
the failure of the gold standard itself to meet modern con-
ditions. It is enough to say at this point that this conclu-
sion is far from justified. 'The suspension was brought
about by the .violation of every known and tried rule of
currency - management. To have permittéd to remain in
circulation a fiduciary currency unbacked by gold in an
amount far greater than the total of pre-war circulation,
at a time when they had accepted enormous temporary bal-
ances subject to immediate withdrawal and had made great
advances to Germany which they had practically agreed.
not to recall, and to have maintained a bank rate of 2%%
in the face of inadequate banking reserves, is to fly in the
face of every rule of common sense and prudence.. The
Government currency notes should never have been added
to the Bank of England circualation. They should have
been retired at the close of the war. If their retirement
had caused a deficiency in the circulating medium of the |
country, gold would have flowed in to fill the' vacuum,
against which Bank of England notes could have been
issued under the old law. There might and probably would
have been serious banking crises as a result of the severe
unsettlement of the time; but there was no need to add to
these troubles a collapse of the whole monetary system.
It has been maintained that politically it was impossible
not to yield to the demands of the anti-deflationists and
that, therefore, it was not practical to decrease the circula-
tion. Maybe that was true, but then they should be claimed

. for an avoidable calamity, and a tried and proved monetary

system should not be held to be obsolete and a relic of the
horse and buggy days. It would be just as sensible to
condemn the institution of Peace because selfish interests
and selfish nations are always getting ‘us into war,

e o XI
1933—THE LONDON CONFERENCE

' The next chapter in the tragedy is the abortive London
Economic Conference in June, 1933. As nothing was agreed
to or accomplished at the conference, it is only necessary
here to give the official view of the English delegates who
introduced the following  draft resolution:

1. It Is essential to bring about a recovery In the world
level of wholesale commodity prices sufficient to yield an
economic return to the producer of primary. commodities
and to restore equilibrium between cost of production and
prices generally. ‘ ) .

2. In order to obtain recovery in world prices, monetary
action is one of the essential factors. The fundamental
monetary conditions of recovery of prices are that deflation,
should cease, that cheap and pléntiful credit should be made
available, and that its circulation should be actively en-
couraged: ’ .

3. The central banks of the principal countries should
undertake to cooperate with a view to securing these con-
ditions and should announce their intentions of pursuing
vigorously a policy of cheap and plentiful money by open
market operations.

It seems almost incredible that the above resolution
should represent the official British view at the confer-
ence. What changes had taken place in two short years!
When this resolution was followed shortly after by Mr.
Roosevelt’s famous messages the conference broke up with-
out accomplishing anything.

1t is abundantly clear, from the above declarations of
policy, that the Briﬁsh authorities were obsess_ed by what
may be described as “the price complex.”” They concerned
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themselves with the measure of wealth and not wealth
itself (goods and the production and distribution of goods).
Tinkering with money standards to improve conditions in a
country is as futile as trying to turn a crop failure into a
bumper crop.by changing the bushel measure. It does not
increase the amount of grain. Only one sure result follows
tinkering with the standards of value, and that is demoral-
jzation of confidence and credit. As one of the French dele-
gates to the London Conferenve put it, after the British
resolution was offered:

No durable recovery of consumption and trade is possible
without re-creating the  sense of security—political, eco-
nomic ‘and monetary.
lend, with the fear of being paid in depreciated currency
always before his eyes? Who would find the capital for
financing vast programs of economic recovery and abolition
of unemployment as long as there is a possibility that eco-
nomic struggles would be transported to the monetary field?
Wide fluctuations of the exchanges do not merely imperil
national currencies or natural economies, they may shake to
its foundation the whole system of modern society, which is
based on credit. In a word, without stable currency there
can be no lasting confidence; while the hoarding of capital
continueg there can be no solution.

‘When currencies are deliberately depreciated to raise
prices and put them, as they say, more in line with costs of
production and to equalize the intolerable burden of debt,
there are some odd effects that are not always ‘seen and
appreciated. Internally this artificial price rise has the
effect of lowering the real wages of the whole laboring
class, It lowers the real income of all the thrifty saving
class and all who live on annuities or fixed incomes. It
eases the burden on all debtors alike, regardless of when the
debts were contracted, doing mjn%tice to the great majority
of creditors.

Externally a country depreciating its currency is assumed”

to have an advantage in foreign trade., The contrary is
‘trie, as is easily proved. A merchant in a country whose
currency is depreciating, when buying goods abroad, will
have to give more of his own inoney to buy those goods at
the same price in the buyers’ money; and he will get less
when he sells abroad unless he raises his own prices by at
least the amount of the depreciation, It means buying dear

and selling cheap. Public and private debts duée from for-

eigners payable in local currency are automatically reduced
in proportion to thé depreciation; debts due forelgners in
" foreign currency are increased. A depreciatm" or fluctuat-
ing currency is particularly harmful to a country like Eng-
land. Transactions all over the world used to be made in
English money and cleared through the London market.
No one can afford to make future contracts in a fluctuating .
currency. “London has lost and is losing the profit she
used to get from serving as ‘the world’s greatest financial
center, and her prestige has suffered immeasurably.
Then there remains a most important point. Assuming
that prices and costs are ill adjusted, who is wise enough to
say with any authority when they are in proper adjust-
ment? The very idea of a “manziged‘eurrency” as a cure to
the maladjustments of trade is utterly repugnant to all
human experience and especially to British experience. The
main purpose of the Act of 1844 was to take away from

the Government or any bank or board “management” of"

the currency, and the Act was passed as the ‘result of 50
. years’ unfortunate experience with “management.”

-Since the London Conference the currency policy of all -

“nations has been simply drifting. France, England and the
United States have set up equalization funds of very large
amounts. These funds are operated by the respective gov-
ernments and are used to prevent, if possible, large fluctua-
tions in foreign exchange rates, by 'buying or selling gold

or foreign exchange. This method can and has been used

successfully to prevent undue speculation in exchange and
to mitigate fluctuations due ro temporary causes. These
countries also signed a Tripartite Agreement which pro-
vided for cooperation in stabilizing exchange rates between
them. But no such devices can maintain any country’s cur-
rency at any given level for any length of time when its
internal currency, fiscal and tariff policies are working in
the opposite direction. This is proved in the case of France,
which has devalued twice and lost over-half of its gold
reserve since the Tripartite Agreement was made. And the
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agreement itself is temporary and completely vague as to

any ultimate aims,
XI1I

THE CURRENT PROBLEM

As was stated in the opening paragraph, England lost a
great sum in gold during 1938 and the value of the pound
declined about 8%. In the early summer of 1938 the British
monetary situation was approximately as follows: The
Issue Department showed notes outstanding £500,000,000,
against which it held £327,000,000 in-gold (valued at 84s
10%d per ounce, the pre-war standard) and £173,000,000 in
Government and other securities, The authorized. fiduciary
issue (notes mot covered by gold) was £200,000,000. The
Equalization Fund’'s gold holdings were estimated to be
about £100,000,000 (figured also st 84s 10%d per ounce). In
other words, at that time the total gold holdings of the -
Government and the Bank were almost enough to redeem
the whole note issue is gold at the statutory figure.

Between August, 1938, and January, 1939, it is thought,
most of the gold in the Equalization Fund was lost by
cxportation, the greatest part coming to the United States.
The public became aware of the fact for the first time
when on Jan. 6, 1939, it was announced that £200,000,000
(at 84s 10%d per ounce) had been transferred from' the
Bank to the Equalization Iund, and that the authorized
fiduciary currency had been increased from £200,000,000 to
£400,000,000! Is it logical to believe that this is a measure
calculated to restore confidenze in the English situation,
to hold up the value of the paper currency, and to stop the
drain of gold out of England? Faced with the threat of
war, wouldn’t it have been wiser, just because of that
threat, to have strengthened her credit by resuming- gold
payments early last summer at the then gold. value of 'the
paper? .

‘On July 1, 1938, the price ‘of gold (in paper) on the
Let us assume

been revalued at that time, at 140s to the .ounce of fine
gold. This would hdave meant resetting the content of the’
pound, by statute, at about 74.75 grains of standard gold.
The new United States-British par of exchange would have

“been £=$5.00. The combined gold holdings of the: Bank

and the Government would héve increased from £427,-
000,000 at the “mint price” to £704,000,000 at the new. The
authorized fiduciary issue could have been reduced to a safe
figure of say £100,000,000. In order that no profit should

accrue to the Bank on the operation, the gold over £400,- -

000,000 could have been turned over to the Govemment

The Issue Department statement would have read:

Notes Jssued.

: £500,000,000 . 3
The Government Equalization Fund’s gold holding would
have been increased to a little over £300,000,000 at the '
new rate.
These measures would have instantly restored confldence '
the world over in the stability of the British monetary

system.  The flight of capital from the kingdom would

have ceased. Her credit and prestige wo_uld have been
restored,” and she would -have been in infinitely better
position to meet any ‘crisis that arose. In a short time

‘the Equalization Fund would have become .unnecessary .

and its funds could have been released into the banking
system. Adherence to the old monetary rules she had
learned so well in the past would have rectified her
position in world trade. As it is, she cannot buy war
materials with gold indefinitely, and she had better face
the situation sooner than later. The longer she waits the
weaker her position. Good credit is more important in an
emergency than any other time. She is now losing gold
and, what is more important, credit. If she has not lost
any considerable part of the gold recently transferred to
the Equalization Fund, it is not yet too late to adopt the
course suggested. If there is anything of good in the les-

"sons and experience of her past, such a course of action

should go a good way toward ridding her and, by her
example, a good part of the rest of the world of a great
pany of- the evils that now becet them.
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Gross and Net Earnings of United States Railroads for the Calendar Year 1938

In almost all important respects the year 1938
was a seriously adverse one for the railroad trans-
portation industry of the United States. The busi-
ness paralysis that settled upon the country in the
late months of 1937 extended far into 1938, and the
traffic that was offered the principal transporta-
tion agencies was on a modest scale. During the
latter half of 1938 an improved tendency was in
evidence in general business affairs, but it failed to
reach ‘a stage that offset in any important degree
-the adversities suffered early in the year. Taking
the annual period as a whole, financial operating
statistics of the carriers were hardly better than
those of the worst years of the depression that

started in 1929 and that led to railroad bankrupt-:

cies which finally put approximately 30% of the
mileage into the hands of receivers. Both gross

and net earnings. were sharply diminished, even in

comparison with years like 1937 and 1936, when
results were far from good. When the figures are
contrasted with those of the 1920’s the devastation
wrought in the railroad transportation field is
glaringly evident, and the need for remedial meas-
‘ures also is apparent. It may be added that this
fact impressed itself increasingly upon the Wash-

ington Administration and the national Legisla- .

ture, with the result that some long-meeded steps
toward improved conditions finally were inaugu-

rated. The Administration fostered a study which"

‘occasioned legislative proposals in the session of
-Congress that started early in January, 1939, and
. the debates suggest that some good may come of
this. ¥ ’

Events of importance to the railroads and the -

holders of their securities were numerous in 1938.
There was no lack of drastic actions along lines
made inevitable- by the poor revenue returns. At
“the very start of the year, or on Jan. 3, 1938, the

- . Erie RR. announced that it was unable to meet its
debt payments; and soon thereafter a petition. in.

bankruptcy was filed. The situation of two ad-
ditional large systems, the Baltimore & Ohio and
the Lehigh Valley, became serious as the year pro-

gressed, Latein August the managers of these rail-
 roads started negotiations with large holders of
their fixed‘debt obligations for voluntary reduc-
tions of interest rates on outstanding securities.
This expedient was, of course, far preferable to
receivership;, and it appears that a large measure
of success was achieved in the new method thus
developed for dealing with railroad troubles. There
. is no denying, on the other hand, that the method

reflects the parlous state of the railroad industry.

Tt must be added that hardly any progress was
made throughout 1938 toward financial reorganiza-
tion of the many important railroad systems in
receivership. In former periods of financial stress
and business adversities such reorganizations
always were effected within a relatively few years,
but the continuing uncertainty of these times has
prevented such action.

These matters are of concern not only to the rail-
. road managements and employees, and the holders
of rail securities, but also to the country as a
whole. The intertwining relationships of modern
business affairs are such that each important
branch, be it industry, transportation, the power
and light utilities or. whatnot, contributes to the
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welfare of all the others. The situation of the rail-
roads is such that they have for many years been
unable to make their ordinary contribution to the
general sum total of business transactions. Ordi-
narily the railroads are large consumers of capital
or durable goods, and it is well established that
lasting business improvement depends in good part
upon sustained activity in the durable goods indus-
tries. Recovery from the 1929 depression has not .

-yet proceeded to the point where a good rate of
. durable goods manufacture could be noted, and the

plight of the railroads is one obvious factor in this
unhappy situation. This is a matter of necessity
and not of choice, for the railroads made a valiant
start toward improvements of all kinds in 1936 and
early in 1937. The business paralysis which swept
over the country in the late months of 1937 halted. -
all but a few of these improvement projects, which
means that the wheels of industry in general must
turn more slowly. Another factor which recently
has suggested the need for a rail transportation
system in good repair and high efficiency is to be

found in the vital role played by the railroads in

national defense. The vague and uncertain foreign
policy pursued by the Administration in Washing-
ton has centered attention on this aspect of the
railroad problem. ; i _

Of significance in such connections are certain

_(1iffiéu1ties under which the railroads have been

struggling in recent years, largely as a consequence
of Administration views and activities which favor
labor ‘at the expense of mapagement and capital.
Wage increases for the several g\ngat groups of rail-

road employees are prominent in this respect, and

of continuing importance. It is not to be forgotten -
that arbitration awards in August and October,
1937, added approximately $130,000,000 annually to.
the costs of rail personnel, and put the wages of a
great majority of the individual workers' at levels
over those paid even in 1929. -Attempts were made
by the railroads in 1938 to remedy this situation
and adjust the inequalities that arise from the high-
est wage scales on record at a time when .general ,
living costs are ‘comparatively low. An applica-
tion was made early in the year for a 15% reduc-
tion of wage rates, and the matter promptly was
submitted to arbitration.” The unions of railroad
employeeé strenuously opposed any concession, and
the arbitrators were forced to announce in Chicago,
on. Aug. 31, that their efforts toward adjustment
of the differences were fruitless. The railroads sig-

_nified that they fully intended to make downward

adjustmtents of wages, but President Roosevelt- in-
tervened in the dispite on Sept. 19 and 20, when
long conferences were held at the White House by
rail managers and employees. An Emergency Fact-
Finding Board finally was appointed, and after a
brief study the Board suggested on Oct. 29 that the
appliéation for a reduction of wages by 15% be
denied. It was maintained by the Board that a
horizontal reduction of wages would not meet the
problems of the industry, since it would apply to all
carriers and not merely to needy railroads. A wage
reduction would run counter to the general trend
of national affairs, it was added. Mr. Roosevelt on
Oct. 31 urged railroad executives to accept these
recommendations and abandon the proposal for a
15% cut in wages, and in the circumstances thé rail-
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roads could hardly fail to accede. -In this manner
the railroads were prevented from taking much-
needed steps toward economy.

Attempts also were made by the railroads to
increase their revenues, and a small measure of
success was achieved. An application was filed on
June 5, 1937, for an increase of 15% in freight rates,
and the Interstate Commerce Commission studied
- the question for many months. A ruling finally was
handed down on:March 8, 1938, which granted per-
mission for rate advances of 5% to 10% on a
selected  list of important commodities. On the

average, these advances were computed to be less .

~than half the increases requested by the railroads.
Unofficial estimates at the time of the ruling were
that close to $200,000,000 might be added annually

to railroad revenues as an effect of the freight rate:

advances. . Also of great interest was the action of
the regulatory body with respect to an application
of Eastern railroads for permission to raise passen-
ger fares in coaches to 214c. a mile, from the 2c.
rate to which the fares were arbitrarily reduced
in 1937. The Commission decided against this pro-
posal on April 14, 1938, but reversed its position
on July 6, when the passenger fare increase was
permitted and promptly placed in effect. “The
financial condition of the applicants,” said the Com-
mission, “is such that every reasonable opportunity
should be afforded to permit them to increase their
revenues.” This comment encouraged the railroad
executives to renew their efforts for an increase of
freight rates to the full .extent originally sought,
but the Commission failed to act on that matter,
The plight of the carriers attracted continuing
attention, however, and some slow progress toward
remedial measures can be noted. . President Roose-
velt asked the ICC early in 1938 to submit recom-
‘mendations for alleviating the troubles of the rail-
roads, and after receiving such advice the President
-sent a special message to Congress on April 12
which contained only one or two suggestions. Con-
gress was informed that Mr. Roosevelt objected
both to subsidies and t.o' Government ownership
of the railroads. Unification of the numerous con-
“trols over the carriers was held advisable, and the
message concluded with a suggestion that, while
permanent solutions are being studied, Congress
might well enact some immediate legislation “in
order to prevent serious financial and operating
- difficulties between now and the convening of the

next Congress.” When that Congress adjourned 'in -

June, however, no remedial action of any kind had
~ been taken, or even seriously considered. '
Perhaps more indicative were further develop-
ments in the administrative and legislative spheres
which permit of a more favorable interpretation.
President Roosevelt appointed in October, 1938, a
special committee of three representatives each of
railroad labor and management to report on the
railroad situation. This group submitted a report
to Mr. Roosevelt on Dec. 23, 1938, in which a defi-
nite national policy was urged, for impartial regu-
lation of all forms of transportation and special
favors for none. The committee recommended that
the powers of the ICC be extended and a new Trans-
portation Board be organized. Immediate measures
that should be taken, the committee suggested, are
increased lending by the Reconstruction Finance
Corporation, repeal of the long and short. haul
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clause, termination of the reduced rates of the land
grant provisions, and withdrawal of the Govern-
ment from bargeline competition. The problems
of consolidation should be handled by the carriers
themselves, subject to approval by the proposed
Transportation Board, the committee argued. It
was suggested also that a special Federal Court
be organized to deal with financial reorganizations
of the carriers. The annual report of the ICC, sub-
mitted to Congress on Jan. 3, 1939, made it clear
that a remedy for the situation requires the coopera-
tion of all interests. Basically, the Commission
added, the financial condition of the railroads can
be improved, apart from a Government subsidy,
only by an increase of revenues or a decrease of
expenditures, or both. When Congress reassembled -
early in January, 1939, note finally was taken of
the railroad problem, and a number of bills’ were
introduced to give effect to the various suggestions.
Hearings on such proposals are expected to continue
for some time to come, and the eventual form of -
the legislation is not yet clear. :

A mere glance at the operating results of the
railroads for 1938 makes clear immediately the need
for more traffic and for a kindlier attitude on the -
part of the Administration and the ICC. Gross
revenues for the year amounted to only $3,558
925,166 against $4,158,453,384 in 1937, a decrease of
no less than $599,528,218, or 14.41%. When refer-
ence is made to previous annual periods, it will be "
noted that gross revenues were only a little lower
than those now recorded even in the deep depression
years that followed the 1929 'collapse, whereas
earlier figures back to 1915 were consistently far
larger. - Operating costs were reduced sharply in
1938 by the.alert managers of the railroads, but
even the most energetic' measures could not suffice
to offset the full loss of gross returns. Accord-
ingly, we find that net earnings amounted in 1938.
to only $843,060,935 against $1,047,043,262 in 1937,
a decline of $203,982,327, or 19.48%. In the follow-
ing tables we show the totals for 1938 as compared
with 1937, both for the full annual periods and for
the first six months and the second six months,

1938 1937, Inc. (+) or Dec. (=)
Mileage of 136 roads Y 234,482 . 235,470 +—988 '0.41%
Gross earnings. . .......... $3,558,925,166 $4,158,453,384 —8599,528,218 14.41%
Operating expenses......... 2,715,864,231 3,111,410,122 —395,545,891 12.71%
Ratio of exps, to earnings. . (76.31) (74.82)
$843,060,935 $1,047,043,262 —$203,982,327 19.48%

Second Stz Months———
1938 1937 -
Gross earnings_ ... $1,633,218,256 $2,082,853,003 $1,925,706,910 $2,075,600,381

Net earnings

First Siz Months——.
1938 . 1937

'Operating expenses_. 1,328,675,897 1,554,700,377 1,387,188,334 ' 1,556,709,745

Net earnings $304,542,350  $528,152,626  $538,518,576  $518,890,636

Our division of the earnings into semi-annual
periods is instructive, not only as a reflection of
general trends but also as an indication of the
degree of success achieved by the railroads in meet-
ing their difficult problems. In the first half of
1938 these carriers suffered inordinately from the’
effects of the depression that clamped down upon
the country late the previous year.  Gross revenues
then made a particularly poor showing in compari-
son with the similar period of 1937, and much of
the loss in gross also was reflected in a severe con- .
traction of net earnings, despite great and per-
sistent efforts to lower expenses in a properly com-
mensurate degree. In the latter half of 1938 the
comparison in slightly less perturbing, for business
improvement then.was in progress and the levels
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-viewpoint in the final quarter.
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of trade and industry were somewhat restored from
the complete stagnation of earlier months. Actual
gross revenues in the final six months of 1938 still
were considerably under those for the same period
of 1937, but the efforts to reduce costs were bear-
ing fruit and net earnings for the six months thus
were modestly better than for the same period of
1937. It is necessary to note, however, that the
latter half of 1937 was a desperately bad period for
all business, as well as for the transportation

industry.

Weather conditions often affect the business of
railroading to a decided degree, and 1938 was not
without adverse developments of this nature. The
first two months of 1938 were relatively free from
such events, and in this respect the comparison was
favorable for the time being with 1937, for in the
earlier year floods swept and ravaged the Ohio
Valley during the month of January, causing im-
mense damage and necessitating the suspension of
operations in some areas. In March of 1938
Southern California was visited by a gigantic rain-

storm that flooded lowlands and caused one of the -

worst railroad tie-ups in the history of that State.
No less drastic in its retarding effect upon rail
earnings was the hurricane which swept the New
England States on Sept. 21, 1938, and. paralyzed
activities and communications over a wide area for
a number of days. Agricultural conditions were
good in 1938, on the other hand, and in this respect
the comparison with 1937 leaves little to be desired,
even thought the earlier year was itself one of the
best in our history.

We lLiave already referred to the part playedrby

the railroads in stimulating general business
through their purchases of equipment, improve-
ment - operations, and ' maintenance activities.

-Financing by the carriers affords a good indication

of the contributions thus made to the business of
the durable goods industries. . As might be expected
from the sorry state of railroad affairs, capital
financing for the carriers in 1938, as disclosed in
our issue of Jan. 7, 1939, amounted only to $72,
371,000, with $56,378,000 of this sum devoted fo
refunding of existing debt and only. $15,993,000 de-
voted to equipment additions and similar require-
ments. In 1937 the figures are more favorable, for
that year saw $360,649,000 of railroad financing,

with $125,099,000 devoted to refunding and $235,-

550,000 to strictly new money financing. = Both

years, it may be added, fell far under anything that

might be regarded as normal in the way of railroad

financing. Even in such a year. as 1936, for in-

stance, carrier borrowings in the -open market
amounted to $796,058,900, of which $528,645,415 was
devoted to refunding and $267,413485 to new
money purposes. :
Turning now to a month-by-month comparison
of railroad gross and net earnings during the calen-
dar years 1938 and 1937, we find that results were
distinctly unfavorable for the entire first nine
months of 1938, and better from the comparative
It is obvious that
the general business prostration in the first part
of 1938 accounts largely for this situatiton, as the
early half of 1937 was a period of relatively good
trade and industrial activity. This position was
reversed to a degree in the final months of 1938,
when business regained some of the lost ground, and
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comparisons were made with the exceptionally stag-
nant final months of 1937. ‘As already noted, the
performance of the railroads with respect to net
earnings was somewhat more encouraging in the
closing months of 1938 than was the case with gross
earnings. Railroad expenditures are not easily

varied to a great extent, and much time is required
for adjustments to such situations as the country
suddenly was called upon to face late in 1937 and
throughout 1938. Good progress apparently was
~made, however, despite the many obstacles. In the.
following tables we furnish comparisons of the
‘monthly totals for all of 1938 and 1937: .

Gross Barnings Mileage

Month .
. Inc. (+) or
1938 1937 Dec, (—)

January - .- - |$278,751,313|$330,959,558| —$52,208,245
¥ebruary - ..| 250,658,802 321,149,675 —70,590,873
282,571,467| 376,997,755| —94,426,288
267,741,177| 850,892,144 —83,150,967
351,973,150| —79,900,042
350,994,558| —69,387,450
364,488,604| —65,450,296
358,995,218 —44,205,082
362,454,728| ~—40,346,921
372,283,700 —19,403,211
317,550,416 1,543,989
299,827,816| 17,968,050

[ 1938

© 235,422
234,851
234,828
233,928
234,759
234,626
234,486
234,479
234,423
234,242
234,166
233,889

1937
235,990
233,515
236,158
236,093
235,873
235,744
235,636
235,321
235,304
235,173
235,104
235,052

©1937

236,041
235,620
235,829
234,372
235,547
235,501
235,390"
235,324
235,308
235,161
235,098
235,051

1936
236,857
234,285
236,607
236,389
236,357
236,281

322,107,807
352,880,489
319,094,405
317,795,866

November -
December...

1937 1936 )
$330,968,057|$208,664,465/ + $32,303,592
321,247,925| 300,021,278 +21,226,647
377,085,227| 307,749,980| + 69,335,247
350,958,792| 312,822,778 -+ 38,136,014
352,044,249| 320,414,211| -+ 31,630,038
351,047,025| 330,095,850| +20,951,175
364,551,039| 349,143,052| + 15,407,987
358,995,217| 349,923,357 9,071,860
362,454,729| 356,449,463| 6,005,266
372,283,700| 390,633,743 —18,350,043
317,550,416| 357,792,100 —40,241,684
299,827,815 371,494,494| —71,666,679

~

January ...
February . .

November . -
December. ..

Net Earnings

Month

« Increase (+) or

Decrease (—) Per Cent

1938
$46,633,380
-35,705,600
54,102,703
48,713,813
55,483,001
63,936,687
77,310,037
85,608,152
90,537,737
110,996,728
88,374,131
85,602,788

1937

$77,971,930
77,778,245
111,501,626
89,532,796
85,335,663
86,072,702 .
98,476,937
91,404,620
100,396,950
102,560,563
68,915,604
57,115,973

—40.19
—b54.09
—51,48
—45.69
—34.98
—25.71
—21.49
~—8.24
.—9.82
. +8.22
+28.23
+49.87 -

~—$31,338,550
—42,072,645

~—21,166,900
~—5,706,468
~—9,859,213
-+ 8,436.1656
419,458,537
+28,486,815

+15.67
» 420,34
+56.51
+14:30
+5.69
—3.13
—2.85
—12.30
~7.57
—2122
—37.47 .
- —50.28

+$10,560,619
,140,009
+ 39,806,551
+11,202,672
+ 4,598,257
~—2,782,401
12,803,738
~—12,831,096
.~~8,226,506
—27,636,287
*-—41,209,108
—57,767,247

1936
$67,380,721
64,603,807
71,708,880
78,326,822 ,
80,737,173
88,850,208
101,379,262
104,255,716
108,622,455
130,196,850
110,214,702
. 114,883,828

1937 L
$77,941,340
77,743,876
111,515,431
89,529,494
85,335,430
86,067,895
98,485,524
91,424,620
100,395,949
.| 102,560,563
November. . ... 68,915,604
December........ - 57,116,581

© "We now proceed tp our usual presentation of
statistics relating to the activities of industry and
agriculture, which constitute the basis for railroad
earnings. In order to do this in a simplified form
we have brought together in the subjoined table the
figures indicative of activity in the more important
industries, together with those pertaining to grain,
cotton and livestock receipts and revenue freight .
car loadings for the 12 months ended Dec. 31, 1938,
as compared with the corresponding périod of 1937,
1936, 1932 and 1929.- On examination it will be
readily seen that, with the single exception of the
building industry, which showed much greater
activity, the output of all the industries covered
was on a greatly reduced scale as compared with
1937. Receipts of cotton at the Southern outports
and livestock receipts at the leading cattle markets
were also on a reduced scale, and it follows, too,
as a matter of course, that the number of cars of
revenue freight moved was very much smaller. On
the other hand, receipts of the various farm prod-
ucts at the Western grain markets, with the excep-
tion of oats and rye, were very much larger, as were

" the receipts of flour and grain at the seaboard :
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12 Mos. End, Dec. 31 1938 1937 1936 1932 1929

Automobiles (units):
Production (passenger
cars, trucks, &ec.).a._.

Building ($000):
Constr, contr. awarded b($3,196,928/82,913,060($2,675,296($1,351,150($5,750,291

Coal (net tons):
Bituminous.c......... 342407 000|442455 000(434070 000(309709 872|534988 508
Pa. anthracite.d......_ 45,054,00051,856,000(54,760,000(49,855,221 73,828,000

Freight Traffic:
Car loadings, all (cars) e/30,468,544/37,670,464(36,062,675 28,179,952(52,827,935

Cotton receipts, South-
€rn ports (bales) f___| 4,490,405| 6,810,207| 6,351,430 9,342,444/ 8,662,715
88,386 91,3611 - 102,586) 149,714 221,328

Livestock receipts: g
Chicago (cars)
41,147 48,197 41,965 97,673
27,506 31,191 28,517 81,253

2,489,635 4,808,974 4,454,115 1,370,678| 5,358,420

Kansas City (cars)...|,
Omaha (cars)
Western flour and grain
* ’ receipts; h ;
Flour (000 barrels) ...
‘Wheat (000 bushels)..
Corn (000 bushels) ...
" Oats (000 bushels) - .-
Barley (000 bushels). .
Rye (000 busbels). ...
Seaboard flour and grain
receipts: h
Flour (000 barrels) . ...
Grain (000 bushels) - .

Iron & Steel (gross tons) . .
Pig fron production.k..|18,782,236(36,611,317|30,618,797| 8,686,443 42,285,759
Steel ingot production.1.|27,839,26149,502,907|46,807.780|13.322 833 54,312,279

' Lumber (0“ board feet):
Production.m

34,689
453,536
272,497
140,617

62,492

25,398

20,807
341,703

19,869
324,495

" 183,198
96,665
75,490
24,474

20,469
-'230,373
194,080
87,359
96,091
122,493

14,737
236,345

14,200
165,050

15,233
170,443

16,291
208,016

24,578
221,457

9,666,272(12,036,516(12,045,468
Shipments.m --|10,143,48211,844,815(11,912,615
Orders recefved.m 10,282,842110,978,544112,480,925

Note—Figures in above table issued by:

a United States Bureau of the Census. b F. W. Dodge Corp. (figures for 37
States east of Rocky Mountains), ¢ Natlonal Bituminous Coal Commission.
d United States Bureau of Mines. e Assoclation of American Rallroads. f Com--
plled from private telegraphic reports. 2 Reported by major stock yard companies
in each city. 'h New York Produce Exchange. k “Iron Age.” 1 American Iron
and Steel Institute. m Natfonal Lumber Manufacturers' Assoclation (number
of reporting ‘mills varles in different years). i

In all that has been said above we have been deal-
ing with the railroads of the country as a whole.
Turning now to the separate roads and systems,
we find the exhibits in consonance with the results
shown for the roads collectively. In the year 1938

~we find no less than 74 roads and systems were
obliged to report losses in gross earnings for
amounts in excess of $1,000,000, while not a single
road recorded a gain above that amount, and in the
case of the net earnings, but - three roads were able
to show increases above $1,000,000, while 43 were
obliged to report decreases. The two. great trunk

5,772,613120,267,035

6,958,691119,533,664

lines—the Pennsylvania RR. and the New York

Central System—top the lists of decreases in both
gross and net earnings, the former showing a loss
- of $95,549,268 in the case of the gross and $14,-
635,218 in the case of the net, while the New York
Central reports a loss of $67,544,931 in gross and
of $21,046,875 in net. (These figures cover only the
operations of the New York Central and its leased
lines; when, however, the Pittsburgh & Lake Erie
is included the result is a decrease of $76,435,568 in
gross and of $23,456,081 in net.) The Atchison To-
peka & Santa Fe, after reporting a loss of $16,-
346,71_8 in gross earnings, heads the list of three
roads showing increases in net, with a gain of
$3,143,008. 1In the following table we bring to-
gether without further comment all changes for the
separate roads and systems for amounts in excess
~of $1,000,000, whether increases or decreases, and
in both gross and net: '

PRINCIPAL CHANGES IN GROSS EARNINGS FOR 12 MONTHS
ENDED DEQC, 31

Decrease Decrease
-$95,549,268 | Chicago Burl & Quincy.. $7 081,076

6’ i Pere Marquette. 508
----~ 34,714,106 Illinois Central. ..
Southern Pacific (2 rds.)- 23.956.905| Boston & Maine
Chesapeake & Ohio 20,970,219| Grand Trunk W
Duluth Missabe & Irop R 17.739.259 | Del Lack & Western___ .
Norfolk & Western 17,698,561 | 8t Louis-San Fr (2 rds.)_
Atch Topeka & S Fe____ 16.346.718| Wabash
15,7 N Y Chic & 8t Louis_.__
Wheeling & Lake Erie_ . .
Missouri Kansas Texas. .

Delaware & Hudson__.. 4

0,800,433 | W - 4

eading ______________ 10,274,353 - i
Elgin Joliet & Eastern__. ~9.261 ,012
9,040,2

Pennsylvania
New York Central
Baltimore & Ohio_

Detroit Toledo & Irenton
Colorado & Sou (2 roads)

Aehigh

'Southern Pacific (2 roads)

7,169,421|19,731,520 .
. Elgin Joliet & Eastern_ .
* Grand Trunk Western__

_Bouthwestern region (21 roads) .

.Great Lakes region.. 26,334
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Decrease

Chicago & Eastern 111 __ $2,093,614 | Central Vermont
Lake Buperior & Ishpem 2,083,063 Long Island
Yazoo & Miss Valley.... Internat’l Great North'n
Central of Georgia 3| Kansas City Southern__
Wi Detroit & Toledo Sh Line

Pitts & West Virginia___

Gulf Mobile & Northern_ - 1,02
Chicago Great Western.. . Monongahela

ton
Chic 8t P Minn & Omaha
N O Texas & Mex (3 rds.) 7 —
Maine Central 0,3241 Total (74 roads) $580,928,575

a These figures cover the operations of the New York Central and the

i Chicago & 8t. Louis, Michigan Central,
Cincinnati Northern and Evansville Indianapolis & T 4
ing Pittsburgh & Lake Erie, the result is a decrease of $76,435,568.
PRINCIPAL CHANGES IN NET EARNINGS FOR THE 12 MONTHS
ENDED DEC. 31
Increase

Atch Topeka & Santa Fe $3,143,008
Chicago & North Western 1,561,081
Denver & Rio Gr West..... 1,005,416

Total (3 roads) $5,709,505

Pere Marquette
Northern
N Y Chicago & St Louis_
Del Lack & Western____
8t Louis-8an Fr (2 roads)
Missouri Kansas Texas
Decrease | Atlantic Coast Line
New York Central a$21,046,875| Pittsburgh & Lake Erie.
P lvania 14,635,218 | Wabash
Duluth Missabe & Iron R 13,985,204 | Minn 8t Paul & 8 § M. .
Chesapeake & Ohio. 12,887,079 SBeaboard Air Line
Norfolk & Western ‘Wheeling & Lake Erie___
i Chic Milw 8t Paul & Pac
Lake Buperior & Ishpem
Lehigh Valley .
7| Western Maryland_____
Detroit Toledo & Ironton
Virgindal. oo oeasivai..
Texas Pacific
97 | Colo Bouthern (2 roads) .
Cinc N O & Tex Pac____
237 | Central of New Jersey .. -

Louisville & Nashville__ 3.704.4 Total (43 roads) $192,213,618

‘a These figures cover the operations of the New York Central and the
leased lines—Cleveland Cincinnati Chicago & 8 5 d
Cincinnati Northern and Evansville Indianapolis & Terre Haute., Includ-
ing Pittsburgh & Lake Erje, the result is a decrease of $23,456,081.

. When the roads are arranged in groups or geo-
graphical divisions, according to their location, the
large part played by the various unfavorable factors
with which the railroads had to contend in 1938 is

still more clearly brought out, as it is found that

Bessemer & Lake Erie._
Missouri Pacific

N YN H & Hartford........

all the three great districts—the Eastern,  the

Southern and the Western—together with all the
various regions comprising these ‘districts, without
a single exception, record decreases in hoth gross
and net earnings alike. Our summary by groups is
as below. As previously explained, we group the-
roads to conform with the classification of the ICC.
The boundaries of the different groups and regions
are indicated in' the footnote to the table:

SUMMARY BY GROUPS
District and Region ~———————Gr0ss Larnings 3
Jan, 1 to Dec, 31— » 1937 Inc, (;H or Dec, (—)

Eastern District— 3 . % -
New England reglon (10roads). 144,867,531 163,414,483 18,546,952 —11.34
779,937,630 —137,717,566: —17.85

Great Lakes reglon (24 roads)__ 642,220,064 ;
Central Easternreg'n (18 roads) 687,751,340 869,322,355 —181,571,015 —20.88

Total (52 roads) 1,474,838,935 1,812,674,468 -—337,835,§33 —18.63

Southern District—
Southern region (28 roads)..__ 471,305,776 516,590,872 ~—45,285,096 . —8.,76
210,561,592 250,993,087 -—40,431,475 —16.10

Pocahontas region (4 roads)...
681,867,368 767,583,939 85,716,671 —11,16

‘Total (32 roads)
Western District— b 2
Northwestern region (15 roads) 407,666,490 476,250,045 -—68,583,555 —14,40
702,039,226 771,216,757 —69,177,531 —8.96
292,513,147 330,728,175 —38,215.028 —11.55

Central Western region (16 rds.)
Total (52 roads) 1,402,218,863 1,578,194,977 —175,976,114 —11.15

Total all districts (136 roads)._3,558,925,166 4,158,453,384 —599,528.218 —14,41
District and Region -Net Earnings
- Jan.1to Dec, 31 ——Mileage—— 1938 1937 * Inc(+)or Dec.(—)
Eastern Districc— 1938 1937 $ ; $ $ %
New England region. 6,864 ' 6,983 26,574,853 37,689,744 —11,114,891 20.49
26,511 131,405,280 182,878,879 —51.473.500 28.14
" 24,763 180,856,797 229,346,521 ~—48,489.724 21.14

58,257 338,836,930 449,915,144 —111078,214 24.68

38,743°113,821,524 126,035,220 12,213,696 9.69 -
6,045 . 84,076,543 109,959,733 —25,883,190 23.53

44,788 197,898,067 235,994,953 —38,096,836 16.14
46,062 80,280,023 112,067,349 —31,787,326 28.36
Central West'n reg'n 56,648 56,880 163,075,891 169,691,912 —=6,616,021 3.89
Southwestern region.. 29,401 29,474 62,970,024 79,373,904 —16,403,880 20.66

131,919 132,425 306,325,938 361,133,165 54,807,227 15.17

Total all districts.__234,482 235,470 843,060.935 1047043,262 —203982,327 19.48

NOTE~—Our grouping of the roads conforms to the classification of the Interstate
Commerce Commission, and the following Indicates the confines of the different

oups and regions:
S w EASTERN DISTRICT

1938

Central Eastern reg'n 24,709

Southern District—
Southernregion.. ... 38,607
Pocahontasregion-.. 6,049

‘Western District—
Northwesternregion. 45,870

New England Region—Comprises the New England States.

Great Lakes Region—Comprises the section on the Canadlan boundary between
New England and the westerly shore of Lake Michigan to Chicago, and north of
a line from Chicago via Pittsburgh to New York.

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

River to its mouth.
SOUTHERN DISTRICT ;

. _Southern Region—Comprises the section east of the Mississippi River and south
of the Ohlo River to a point near Kenova, W. Va., and a line thence following the
eastern boundary of Kentucky and the southern boundary of Virginia to the Atlantic.

Pocahontas Region—Comprises the section north of the :gouthern boundary. ot
Virginia, east of Kentucky and the Ohio River north to Parkersburg, W. Va.,
and south of a line from Parkersburg to the southwestern corner of Maryland and
thence by the Poto<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>