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T HE PEAK of increasing prices has apparently  broken. The vicious circle is com m encing to 
flatten. The higher cost of living has requ ired  higher wages, resu lting  in increased costs 
of production, and h igher prices to the  consum er, thus necessitating  higher w ages; and 
again we have found ourselves at the top of the circle, forced to repeat the sam e round.

High prices are the logical resu lt of such a w orld cataclysm  as we have ju s t passed through, bu t 
when to natural high prices we are forced to add the excessive exactions of illegal speculation, and the  
unreasonable dem ands of organized labor, it is too m uch like dem anding streng th  of a sick man.

For four years, due to the war, the world forces have been destructive ra th e r than  constructive. 
The United States was called on to counteract th is loss of necessities; called on at a tim e w hen four 
million of her best producers had been called out of her industrial life. A fter the dem and for the 
United States to aid in Europe’s reconstruction  has abated, and only after all of her four million bread 
earners have again become producers instead of consum ers, will prices gravitate tow ard p rew ar levels.

Labor should not become im patient. It should rem em ber its w eaker brother, the  salaried man. 
It is he who has been the g rea ter sufferer, and yet he is the  m ore patient. It is he who realizes th a t a 
sick world m ust have tim e to become s tronger; th a t longer hours instead of sho rte r hours; th a t increased 
production instead of decreased production, and th a t careful saving instead of reckless extravagance are 
the  m edicines which will b ring  the cure.

The m erciless exposure and prosecution of those parasites who would rob and live off the unpro
tected  will help; the releasing of arm y food will help, but the am ount allotted a t the p resen t tim e 
for sale through m unicipalities and by parcel post is reported  to be only about th ree -q u a rte rs  of a 
pound of bacon and a little over one and a half cans of food to each person in the United States. The 
forced releasing of cold storage produce will aid. But all of th is is only sm all doses of m edicine; it 
is not the cure.

The perm anent cure has now here been b e tte r  stated ulaH IP the Feder^J ReS&-vC B oard ’s sug
gestions to the United States Senate th a t:

W hether viewed from  an economic or financial standpoint, the rem edy for the presen t 
situation is the same, nam ely to w ork and to save; to w ork regularly  and efficiently in o rder 
to produce and d istribute the largest possible volume of com m odities; and to exercise 
reasonable economics in order th a t money, goods and services may be devoted prim arily  to 
the liquidation of debt and to the satisfaction of the dem and for necessities, ra th e r than  to  
indulgence in extravagances or the gratification of a desire for luxuries. The w ar is 
over, in a m ilitary sense— and w hile the bills have been settled by loans to the Govern
m ent, these obligations, so far as they a re .c a rr ie d  by the banks, m ust be absorbed before 
the w ar chapter of the financial history of the  country can be closed.”

The attack has been made at the logical point, for high prices m ust first subside before wage 
scales can be lowered. The laborer has been in troduced to a new life during the past four years, and 
wages, if reduced, m ust still perm it of the necessities and com forts which have become a fixity in his 
standard  of living.Digitized for FRASER 
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He should r e m e m b e r  tha t  while increas ing commodi ty  prices pr eceded  his wages ,  th ese  same 
prices will again precede his wages  in thei r  decreas ing t rend.  For w h en  the cl imax is r e a c h e d ,  w ages  
never  drop as rapidly as prices.  T h u s  the law of compensat ion may yet resul t  in favor of labor.

At the expense of being criticized for repeat ing,  it may be said, because  of its fu n d am en ta l 
t ru th ,  tha t  labor m u s t  realize tha t  increases  in w ages  do not  achieve the des i red  result ,  for p rices  
rise rapidly 011 the heels of wages  and wipe out the  increase.  T h e r e  are only th ree  ways  in  w h ich  
labor  can permanen t ly  be t t e r  its condi tion— to increase production,  reduce  excessive profits, and 
economize.

If labor is too mobbish  to obey its own leaders  and thinks it can dem an d  by th re a t s  and s tr ik e s , 
it should r e m e m b e r  tha t  the world has al ready voiced its opinions of the  rule of m igh t ;  th a t labor  
may yet find itself peni tent  before the closed doors  of factories,  closed by labo r’s own  fo lly . j s
only a step around the co rner  of the closed factory to the  bread line. This  is s t ra igh t  and  clear  
thinking.

Not a little of the  un re s t  growing out of the high cost of living pro blem  is psychological,  rumors 
of proposed or pend ing advances  in prices,  unsup por ted  charges of illicit gains,  and c laims by dealers 
of marginal  profits, a t t em pt s  of one group in the economic chain of product ion and distribution to 
place upon anot he r  group responsibi li ty for high prices,  charges  and co u n te r -ch a rg es  of profiteering 
and price manipulat ion.  Th e uncertainty,  the inability to place the b lame w h e re  it be lon gs ,  spreads 
the contagion of d issat i sfact ion and unres t .  Undoubtedly  some definite action on the  P e a c e  Treaty 
would tend to quiet  this unrest .

Many are con tending that  an inflated currency circulation is the cause of high prices ,  a n d  there 
seems to be the popular  unde r s ta nd ing  that  we have a constant ly increas ing cu rrency  inflation. This 
is a fallacy. Rather ,  we are now having a constant  deflation of currency.

Again re fe r r ing  to the  Federa l  Reserve Board’s repor t  we find that  f rom D ecem ber 1, 1 9 1 8  
which m arks  the  beg inning of the pos t -war  period,  up to August  f, 1919, gold coin and certificates* 
in c irculat ion dec reased $133,199,000;  silver dollars and silver certificates,  including T re a s u ry  n otes  
of 1890, decreased $130,984,000;  Federa l  Reserve notes  dec reased $102,092,000;  F edera l R e se r v e  
Bank notes  increased $78,552,000;  all o ther  currency decreased $44,772,000;  being a n e t d e c r ea se  
in c irculat ion for the  pos t -w ar  per iod of $333,095,000,  or $2.97 pe r  capita.

flow, then,  are those  who  contend that  inflation is the cause of high prices going to  reconcile 
the fact  that ,  while there  has  been a  deflation of $333,000,000,  prices have been c o n tin u o u s ly  i n 
creas ing?

Iron and Steel Continue to Gain. All along the line, the im p ro v em en t  in th e  i r o n  and
s teel  t rade  si tuation,  which first appeared in substant ia l  form in June,  was speeded up in J u l y  The 
clea res t  exhibi t  of the  growth  of bus iness  volume is given in (lie pig iron s tat is tics  for  J u l y  as* co m 
piled by the Iron Trade Reviezv. Th e fea ture  of this report  is the surpr is ingly  large gain  in the num  
her  of blas t  furnaces  in operat ion.  At the  close ot the month  there we re  in ope ra t ion  48  m ore 
furnaces  than at the  cor responding period of June.  The total  was 247, compared wi th  199 in  June 
and 197 in May. Of this increase,  37 furnaces  were  of steel works  groups ,— th a t  is, thos e  com p an ies  
which make iron for the i r  own consumpt ion.  Not a single steel works  furnace  was  blown o u t  dur 
ing the  month .  The  rema in in g  eleven furnaces  to be gained were suppl ied by the  m erchant fur" 
naces.  Total  outpu t  of pig iron in July showed an increase of 300.026 tons over Ju ne.  The J u i" 
outpu t  was 2 ,474,654 tons  agains t  2,114,028 tons in June  and 2 ,107,729 tons  in May. It  is apparent 
f rom these figures tha t  August  s tar ts  off on a considerably h igher  rate of product ion th a n  w as sh ow n  
in July.

Steel  works  activities have kept  on expanding in a degree  co r respond ing to the  gain in p i#  *
It is probable tha t  70 to 80 pe r  cent, of capacity would  be a fair express ion of s teel  w o rk s  o p e r a t i * 0 *1 
at the  end of July. In some lines, notably sheets,  wire,  tubu la r  goods, bars and t inpla te ,  th e  o 1*08 
has been considerably above this level, but  the  average has been b rough t  down by the  m ore b k 
w ard  m arke t s  in plates,  shapes ,  rails, etc., or the  so-called heavier mater ia ls .  Th e volume o f  1 ■*. 
and shape business ,  however,  has  been growing,  and this b e t t e r m e n t  has  been more  pronounced in

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



THE M O N TH LY  BUSINESS REVIEW. 3

plates, especially during the past few weeks. A significant fact in this im provem ent is the  appear
ance of a num ber of orders for m aterial for car repairs, heretofore an absent factor. More new to n 
nage also is being called for by shipbuilding, som ew hat as the resu lt of new contracts, bu t principally 
because of the fu rth e r release of deferred  contracts by the Em ergency F leet Corporation. Deliveries 
on the more active lines of finished steel have been falling back steadily. In w ire the m akers have 
sufficient business booked to keep them  engaged fo r th ree  m onths at least. The largest p roducer of 
lapweld pipe is sold up five to six m onths. Mill tonnage entered in sheets in July was close to the 
high record for th a t product. The shortage of sem i-finished steel is reflected by the fact th a t the 
Steel Corporation is shipping sheet bars from  Chicago into the P ittsbu rgh  D istrict despite the d is
advantageous freight rate.

Altogether the m onth has added m aterially to the unfilled tonnage on mill books, inasm uch as 
specifications from  buyers against the ir contracts have been in excess of shipm ents in m any lines. 
Furtherm ore, labor disturbances have been having some curtailing  effect upon production here and 
there. At Cleveland the operations of a large w ire producer have been in terfered  w ith by a strike 
of the trainm en from  the com pany’s subsidiary railroad which carries hot m etal to its steel works. 
At Chicago, a shortage of cars and motive power, resu lting  from  the railway shopm en’s strike, has 
forced the banking of some blast furnaces. A strike  of the dockm en at upper lake ports caused 
difficulty to the vessels in taking on ore cargoes and in carrying back coal. Some boats tem porarily  
have been held in port.

W hile a num ber of price advances have been made in individual lines during  July, notably in 
wire, tubes, rivets, rerolled bars, bolts, and o ther m iscellaneous lines, producers take the a ttitude th a t 
regardless of the s treng th  of underlying conditions, fu rth e r additions are inadvisable at th is tim e.

Pig iron buying in July continued in large volum e, although it was not equal to the  unusually 
heavy m ovem ent in June. Many consum ers now are  covered to the end of the year, and, as the  fu r
naces have liberal order books, they are not inclined to seek new  business very aggressively. Con
sum ers in an increasing way, now, are seeking to cover on the ir requ irem ents through the first 
quarter and half of 1920, and while some business has been booked for th a t portion for advances 
up to $2 in some cases, the general a ttitude of p roducers is against encouraging the placing of con
tracts so far ahead. Advances ranging from  50 cents to $1.75 per ton for th is year’s delivery have 
been made by individual producers at Cleveland, Buffalo, eastern  Pennsylvania and in the South.

Continued Im provem ent in All M anufacturing L ines . There is continued im provem ent 
in practically all lines of m anufacturing, although there  is a unanim ity of opinion am ong m anu
facturers tha t the labor situation is unsatisfactory , and th a t unreasonable dem ands by employes 
are becoming increasingly common. In the m etal trades particularly , the situation is disturbing. In 
these trades the volume of orders and production has increased considerable during  the past m onth, and 
on the average the concerns in th is line are operating  about 70 per cent, capacity; some of them  
are w orking up to 100 per cent. All of them , however, are fearfu l th a t the  restlessness m anifested 
by their employes will develop into a m ore or less general strike. P a tte rn  m akers have dem anded 
$1 an hour, w ith tw enty-four hours for a reply.

Shoe m anufacturers are w orking full capacity except w here scarcity of labor and raw  m aterial 
prevents. They, too, are experiencing difficulties sim ilar to those experienced by the m etal trade 
concerns.

Automobile m anufactu rers report a steady gain in production, and are naturally  optim istic con
cerning business in the near fu tu re  and 1920. M anufacturers of auto accessories and storage b a t
teries, 90% of whose business is done w ith auto m anufactu rers and the auto-buying public, report 
conditions identical w ith those of the auto m anufactu rer. One m anufactu rer of storage batteries 
reports, however, th a t th e ir p resen t ou tput exceeds tha t of p re-w ar tim es by 25 per cent.

M anufacturers of screw  m achine -products, w ho a m onth ago reported  th a t they soon would 
regain a peace-tim e basis, now report th a t they have ju s t about reached the ir p re-w ar status.
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The electric- m an ufa ct u re r s  report  that business  i> holding up in a magnificent  way, and a la rg e  
n u m b e r  of orders are booked. July was a particularly g'<j<*<I month  and August is looking very h e a lth y . 
Nice orders  for electric goods are being received from public service corporat ions,  and inquiries  for n e w  
appa ra tus  are being made in large num ber- .  Collection-' are very good, and the amount  of paper  o ffe red  
is the smal les t  am oun t  of any recent month.

Sandusky m anufa ct ur er s  are very optimistic.  All the factories ;,re virtually opera t ing  at c a p a 
city wi th both domest ic  and export  orders being received daily. A - u b - 1antia 1 industrial  g r o w t h  is 
recorded.

Coal Shortage S till  Predicted. The out look of the coal Situation bang-  largely on the  
action of the m in e r s ’ convention in September .  Hu mor -  arc that radical action i> to be tak en  for  a 
s ix-hour day and for a five-day week.

Since July 15, coal product ion has great ly decreased,  due to shortage of l a b o r  and c a r s .  In s o m e  
instances mines  have worked  only about one - th i rd  ot thei r  capacity.

The shor tage  in anthraci te  coal cont inues , wi th  seemingly no possible chance of relief.  T h e  
demand  is very heavy and some buyers are paying a large pre mium to obtain it.

Pocahontas  lump is hard  to obtain and going at a high price, with no relief in sight.  O t h e r  
grades  are coming in fairly satisfactori ly,  but deliveries are slow.

Oil outpu t  is gradual ly increasing,  prices are still high and development  of new ter r i to ry  c o n 
t inues. Barr ing a possible railroad strike and labor troubles,  the si tuat ion of oil in this District  is 
favorable. However  the coke ovens are not ru nn ing  on anything like the capacity of the steel  p l a n t s  
th roughout  the District,  which are running on a basis of To to so per cent.

M ovem ent of Iron Ore and Coal on the Great Lakes. T h e  labor (rouble which s t a r t e d  
at Ashland on August  1 and spread to all the o ther  ore-shipping por t-  m a w e e k ,  cul o(T s h ip m e n t s  
and the movemen t  for August  will show a big l o s s  compared w i t h  July, w h e n  the fleet m oved  
9,173,420 tons. All the ore handlers ,  however,  did not strike, remaining on t he  job until s h ip m e n ts  
from the mines  were  cut off, owing to the strike ol the railroad s h o p m e n .

Ore was moving at the rate of more than 300,000 tons a day when  the t rouble s tar ted.  As  a 
result  of the t ie-up a large n u m b e r  of vessels were  sent to the docks, and will be held unt i l  th e  
t rouble is sett led.

W i th  good stocks at both ends of the route there will not be a shortage of ore or coal, un less 
the st rike of the railroad sho pm en  and the dock worke rs  is a long-cont inued one.

Ore sh ipmen ts  up to August  1 were 25, IS 1,S '*S tons, which is decrease  of t . i 27 .0S5  tons, or 
l-'i per cent.,  com pared wi th 20.(50S.0:>,3 tons for the  same time in 10 is.  At the opening of the 
season,  it was figured that  the r equi r em en ts  of the furnaces using Lake Super ior  ores Would be 
10,000.000 tons less than last season.  This  means  that, mi les ,  considerable t ime is lost, the fleet 
can move all the ore tha t  is needed.

The boats tha t  have been dropped,  owing to the  strike, are keeping stium) up and thei r  cr ew s  are 
kept aboard unde r  pay, so that  a s tart  may be made in a short  time.

The car shor tage  has made a big ru t  in receipts of lake coal, but as large amo unt  of coal w a s  
carried over at the opening of the season at upper  lake ports and the movement  up to August i 
was more than a million tons ahead of Iasi season,  the Northwest  j„ SUIV t(( |1;)V0 a gon,} supplv.

Crop Reports Show a Falling Off Over Previous Estim ates. Heavy rains  wh ich  fell
th rough ou t  Ohio the first two weeks  of August  caused a great improvement  in crop conditions, 
according to reports  received by the Ohio State Board of Agriculture.  T h e  crop report  da ted  u p  to 
August 1 showed that  wheat ,  corn, potatoes,  fruits, v e g e t a b l e s ,  and, in f;,c{. every f,„,d product  in the 
state fell off, compared  with the condition July 1.
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CROP ESTIMATES FOR FEDERAL RESERVE DISTRICT No. 4. (CLEVELAND)
These figures refer to the States of Kentucky, Ohio, Pennsylvania, and W est Virginia. They ex

clude the counties in the w estern  part of Kentucky, which are in D istrict 8; the counties in the eastern  
part of Pennsylvania, which are in District 3; and the counties in the southern  part of W est Virginia, 
which are in District 5.

Crop Acreage,
1919

Forecast of produc
tion based on condition 

August 1, 1919
Acreage,

1918
Production,

1918

Corn ........... .. .
Acres

5.273.000
2.924.000 

30,000

Bushels
192,440,000

58.830.000 
458,000

69.600.000 
Tons

6,009,000

Acres
5.442.000
2.838.000 

15,000
2.432.000

4.397.000

Bushels
184.232.000 

51,690,000
322,000

101.356.000 
Tons

6,122,000

W inter w h e a t...............
Spring w heat..................
Oats ...............................

Hay (all) ......................

The copious rains a fte r the first of the m onth w orked w onders w ith corn. Farm ers are now 
counting on m aking up losses on the ir w heat by gains on corn, potatoes and o ther produce.

T hreshing is still in progress in many sections of the state, and reports are far from  satisfactory, 
judging by the sta tem ents of farm ers who have given the grading of the crop close attention. Some 
w heat is running  as low as No. 5 and still ano ther classification has been added, th a t of “ sam ple.” 
The elevator m an buys this grade of w heat by th e  sam ple subm itted and he pays w hat he th inks it 
is worth, notw ithstanding the G overnm ent price of $2.46 Baltim ore basis, w hich is approxim ately 
$2.12 Columbus basis. In some sections farm ers are  using th is “ sam ple” grain for feed ra th e r than  
accept the lower price which is offered.

The excessive rain caused considerable dam age to un thrashed  grain. The tangled condition of 
the straw  and the scarcity of labor has made the p roper shocking impossible.

The corn which has not eared, but is approaching th a t stage, will be very m uch benefited by 
the rain, although many fields were lodged by the storm , so th a t it may not become sufficiently erect 
to ear properly.

The early potato crop is a failure, bu t there  are  hopes for a fair yield of late potatoes according 
to the p resent stand. The dry w eather very m uch affected the num ber of plants in the field, which 
will necessarily cut down the yield.

Burley tobacco is coming along very nicely. The crop will probably be as large as last year’s, 
and, according to presen t indication, the quality w ill be satisfactory.

The condition of Spanish tobacco in the Miami Valley is not nearly so good. Because m ost of 
last year’s crop is still being carried  by the grow ers, this year’s acreage has been m aterially reduced, 
and it also seem s that the quality of the plants is below  par. The prospects for the grow ers of this 
tobacco to dispose of last year’s and this year’s crop at a profit are not very bright.

From  northw estern  Ohio comes the report th a t  crops generally, especially late potatoes and 
sugar beets, were greatly benefited by rains d u rin g  the first of August. Sugar beets prom ise a big 
yield. Large yields and big prices are m aking Alsike seed an unusually  profitable crop for m any 
farm ers in th is section.

Heavy rains have greatly improved the crop p rospects of orchards and vineyards of Erie and su r
rounding counties, and have made conditions very favorable for m aturing  of the fru it; however, w ith 
the exception of grapes, yield of all fru its will be very m uch below the average. Prospects of grapes 
in the Sandusky and Lake Erie island section, as com pared w ith a five-year average, is estim ated by 
growers at 110 per cent,; as com pared w ith the crop  of 1918 the increase is over 200 per cent. The 
quality and general condition of the grapes is excellent. W hile m any apple orchards also show fair 
crops, prospects generally are not encouraging. The quality of early ripening varieties is below 
standard, owing to the dry season. Lack of rain during  July caused a serious dropping of peaches; 
the estim ated yield in Ottawa* and Erie counties, as com pared w ith a five-year average, is less than  
10 per cent.
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The farm help problem is l'ar f rom solution,  according to farmers  who have sough t  in vain fo r 
helpers from the  cities. Even the p aym en t  of 50 cen ts  an hour,  wi th board and lodging,  failed to  
secure enough men  in certain sections of the  s ta t e  to care for the wheat,  m uch  of w hich is s till 
s tanding in the field. As a result ,  following the heavy rains,  some w he at  is sp rou t ing in the fields.

Building Gaining, But Skilled Workmen and Materials Short, a  candid s t a t e m e n t  m u st 
recognize that  there  exists in Cleveland today a very  serious shor tage of labor  for the p roduc t ion of 
mater ia ls  of all descriptions , the d is tr ibut ion of mater ia ls ,  and the execution of w o rk  011 bui lding p ro 
jects.  The lack of a sufficient n u m b e r  of bu i ld ing mechanics and laborers is now h an d ic a p p in g  
opera tions  to a marked  extent ,  and condi tions will unquest ionably become worse  in this re spect  w i t h 
in the next  th ir ty  to sixty days. W a g e s  in excess of  es tabl ished scales are being paid in many  of th e  
skilled t rades  wi thou t  appreciably increas ing the n u m b e r  of men available.

The supply of mater ia ls  of all descr ipt ion is inadequate.  A n u m b e r  of basic com modi t ie s  are  
almost impossible to secure  except  upon long deliveries.  This shortage is par tly due to the in c re as
ing dem ands  f rom Europe and f rom the ext reme w’es tern sections of our country.  It is e s t im a ted  th a t  
it will take three  or four years to catch up wi th  th e  demand  which is now apparent .  W h i l e  th ere  is 
a great  deal of activity, yet the  construction of houses  and apa r t m en t s  is not p ro gres s ing sa tis fa c 
torily. The  banks  have been criticized because  of  thei r  failure in financing this industry,  bu t  it m u st 
be borne in mind tha t  they are still carrying m u ch  of the war  obl igat ions and m u s t  continue to  
finance the  Government .

The eno rmous  dem and  for smal l bui ldings  of various types, par ticularly dwell ing  houses ,  h a s  
taxed the capaci ty ol the bui lding indust ry  to the limit.  Jus t  what  the si tuat ion will be w h e n  the  m a n y  
large operat ions  now projected  are fairly und er  way is diflicult— if not imposs ible— to judg e.

New building in P i t t sb u rg h  cont inues  on the level of May and June,  but  the const ruc t ion is a lm os t  
entirely of dwell ing houses  and apar tment s .  Houses  are scarce and rents  are 40 per  cent  above those  
of 1015. Th e W e s t in g h o u se  Air Brake Company and the Carnegie Steel  Company have both  launched  
mill ion-dol lar  home-bui ld ing projec ts  in the in teres ts  of thei r employes.  The  city of P i t t s b u rg h  
recent ly passed bond issues  author iz ing the expend i ture  of $22,000,000,  of which $6,000,000 will be 
for a subw ay  loop, $10,000,000 lor  boulevards  an d  s tree ts  and the balance lor  genera l  improvements .  
The county has several  large bridge projec ts  and a tunnel  to a P i t t sburgh sub urb  u n d e r  cons ide ra 
tion, but  pract ical ly none ol this work will be s tar ted  this year. The larges t  contrac t  in this sect ion 
in mon ths  was  aw arded by a utili ty corporat ion,  wh ich  provides lor  the erect ion of a $ 15 ,000 ,0 00  
power  p lant  at  Cheswick, 011 the Al legheny River. A foundry concern has bought  a large t rac t  n e a r  
the prospect ive p lant  and will erect  its factory there .

In analyzing the bui lding reports  for the m o n th  of July, 1010, we find that comparat ive  s ta t i s t ic s  
show a large increase  in every instance,  over the sam e  month  in 1018. The cities are l i sted in t h e i r  
orde r  of increase:  Akron,  $3,810,602;  Cleveland, $3,782,675;  Cincinnati,  $ 1,166,242;  Springf ie ld  
$780,445;  Dayton,  $760,076;  Columbus,  $528 ,805;  Pi t tsburgh,  $383,407; Youngstown,  $ 213 ,245 ;  
Lexington.  $103,500;  Erie, $03,020; Whee l ing ,  $15,008.  This gives us a total of $ 11,637,115.?

Cincinnat i  cost of improvem ent s  for the first seven months  of this year  totals $5,137,675.

The bui lding per mit s  i ssued by the City Building Inspector 's  ofliee at Akron for the first seven 
months  of 1019 aggregated  $14,529,257.  Of these,  there were 2,122 permits  for dwell ings ag g re 
gat ing $8,081,750 in value.

The cost of new bui ldings  from Janua ry  1 to August  1. as  repor ted  by Cleveland,  w a s  
$20,256,390,  this being a gain of $0.720,-'i80 over the s a m e  period of 1018.

Scarcity of Textiles, w ith Increased Costs. Merchants  are opera t ing wi th confidence but  
with reasonable caution.  Due to the presen t  fever of unres t  they are hes i tat ing  about doing anything 
unusual .

Most m erchan t s  have accepted the fact tha t  merchand ise  is very scarce,  and that  prices are  going 
to rema in  high for some t ime. One of the largest  s tores in the District says that  they are in receipt
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of from five to tw enty le tte rs  a day from  m anufactu rers asking for advances in price from  5 per 
cent, to 20 per cent, on contracts th a t w ere m ade la s t February  and M arch. Most garm ent m anu
facturers, particularly  in the East, are confronted w ith  th is condition because of the greatly increased 
costs in the production of goods. Many are frankly  laying the ir problem s before th e ir custom ers ask
ing retailers to agree to a h igher price on old contracts in order to enable the m anufactu rer to obtain 
a fair m argin of profit. Many reta ilers are acquiescing to  th is request.

In practically all lines the volume of business is unprecedented. Fall m erchandise w hen dis
played has found ready buyers a t the increased prices which are being asked. Jobbers are so busy 
that many of their salesm en have been called in off the  road. Inability to get goods from  the mills 
seems to be the great handicap in the jobbing business.

Figures from  one of the larger Cleveland departm en t stores show th a t sales for the m onth in
creased 24.5 per cent.; for the year, 30.25 per cent. Some of the largest increases for the m onth 
were furniture, 65 p e rc e n t.;  decorative a rt w are, 100 per cent.; m en’s clothing, 67 per cent.; and 
wom en’s clothing, 40 per cent. Collections show a slight decrease, but are about norm al for th is 
season of the year.

Some dealers say th a t a slight reaction is being felt in the shoe departm ent, although, generally 
speaking, it seem s to make little difference w ith the  shoppers th a t prices continue to have an upw ard 
tendency.

Textile prices continue in th e ir upw ard trend . The kn itters  in the  Cleveland factories are busy 
and th is industry  is rapidly recovering from  the tem porary  slackening which the cancelling of w ar 
contracts produced. W oolen m ills are still delaying th e ir  opening, and prom ise very m uch reduced 
products for the spring season. Deliveries on old con tracts continue unsatisfactory  and slow.

M anufacturing of Clay Products Hampered. Sew er pipe m anufactu rers are seriously 
ham pered by presen t labor conditions and inability to keep a sufficient num ber of m en to operate 
their plants. The car shortage is also proving troublesom e. During the w ar very little m unicipal 
work was done. Now, since contractors are having so m uch trouble in finding m en to do the ir work, 
many contracts for much needed m unicipal im provem ents have not been placed, because of lack of 
bidders. It is the belief of the sew er pipe m anufactu rers  th a t th e ir business will not resum e its 
norm al condition for some tim e.

Railroad Carrying Tonnage Increasing. From  every side comes the cry of a shortage of cars 
for loading. All of the grain-type cars are being sen t to grain-producing regions for the  m ovem ent 
of crops. From  the com parative sta tem ent given below, issued by the Cleveland Cham ber of Com
merce, we find th a t the figures show a decrease in the  num ber of inbound cars, bu t an increase in 
the tonnage received. On the outbound cars an increase in both the num ber of cars and the am ount of 
tonnage is shown. A ltogether there  is an increase in traffic shown over the m onth of June. The 
tonnage for this year, however, is still low er than  th a t  for the corresponding period last year.

June, 1919 Inbound Outbound Total
Gars 40,384 25,948 66,332
Tons 1,228,185 850,865 2,079,050

July, 1919
Cars 38,818 28,126 66,944
Tons 1,402,088 1,006,646 2,408,734

Movements of freight from  the P ittsbu rgh  d istric t are reported  quite satisfactory  in m ost in
stances. One report states th a t 14,000 new cars are  now standing in the shops and railroad yards 
w aiting to be stenciled and put into service.

Foreign Finances in Great Need of American M oney.  T here is a continued dem and for 
loans, and many of the banks are possibly as near th e ir  reserves as they care to go.

The recent sharp  decline in security  values, as  reflected on the stock exchange, has stiffened the 
call loan rates, practically all of which now run  at 6 per cent. The highest grade com m ercial loans
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are ru nn ing  at  5 y 2 per  cent.,  a l though 6 per  cent,  could still be considered the prevai ling  rate on c o m 
mercia l  pape r  as well  as on collateral  loans. Th e commercia l  dem an d  has s t r en g th en e d  during th e  
past  thi rty days, and to all appearances ,  reflects the  bo rr ow er’s seasonal  needs  lor  the fall business.

T here  is little change in the  t rade  acceptance si tuat ion in this District.  Th e number of 
country banks  pu rchas ing these  bills shows a s low but steady increase.  Th e existence of more 
at tract ive rates in o ther  forms of inves tment  is the  reason given for the s lackness  in buying this kind 
of paper.

The organiz ing of new companies  has been large.  In Ohio, alone, 37 4 companies  were  organized 
with  author ized capital of $25,445,000.  The increases  to exist ing companies  am oun ted  to $78 ,435 ,000 , 
giving a gross gain of $103,880,000.  The dec rea ses  we re  $835,000,  so that  the net  gain was 
$103,045,000.

Much discussion is still going on as to providing ways and means  for the e s t a b l i s h m e n t  of 
foreign credi ts  in hand l ing  expor t  bus iness.  It is reported  that  a great  deal of f ore ign t rade  is being 
offered in this Dist rict  cont ingent ,  however,  upon the  ability to meet  excessive exchange conditions 
in se t t lement .  Nevertheless ,  a considerable volume of expor t  t rade is being carried  out.

It is well  und er s tood that  Europe at presen t  has nei ther  the goods nor  the gold wi th  w h ich  to  
meet  he r  indebtedness  to us, and that  we m us t  extend to her  credit  in very l iberal  amounts; short 
t ime credi ts to m ee t  immedia te  needs,  and longer  credits r ep re sen t ing fixed investments. It is 
imperative that  these  credi ts  shall  be iorthcoming,  it Europe is to cont inue  to buy f rom us as she  
must ,  since we are the  only important ,  immedia tely  available reservoir  upon which she can draw.

A n u m b er  of credi ts  have been ar ranged in this country,  and others  are pending,  but these are 
only a drop in the bucke t  com pared wi th Euro pe’s financial needs.  Th e Foreign Finance  Corporation 
is being organized.  The  Edge bill and other  proposed measures  are under  discussion,  but little actual 
progress  toward  relieving a very ser ious  si tuat ion seems to have been made.  It is now obvious that 
with  the u rg e n t  need for credi ts  ru nn ing  into billions ol dollars, no single agency can be depended upon 
to meet  the  si tuat ion.  It calls for co-opera t ion of bankers,  maimlacture rs .  gove rnment  agencies, and 
the inves ting public. The longer  such co-operat ion is delayed the more ser ious  the situation* will 
become.

Meant ime  foreign exchange on London, Paris,  Berlin, etc., has reached the lowest  levels ever 
known,  sell ing at d iscounts below gold par  ol l ro m  10 to 07 per  cent.,  on different  countries. This 
decline in exchange places an automat ic  embargo  on our  t rade with Europe,  except  for su ch  goods 
as she m us t  have at any price, and decreases  the pu rc has ing  power  of the nat ions  wi th  w hi ch  we must 
t ransact  bus iness  in increas ing volume if we are to reap the full advantage of our  new foreign trade 
oppor tunit ies .  An early solut ion of this foreign exchange si tuation,  in which the Uni ted  States has 
most  at  stake,  is imperative.  Th e solution lies in the prompt  mobi lizat ion of our  credit  facilities to 
be placed at the service of foreign buyers of ou r  goods,  and in our readiness  to invest  in the securi
ties and l iens agains t  fu ture production of foreign peoples.  This lat ter  involves a wi l l ingness  and a 
capaci ty am ong  the rank  and file of our  people to cont inue the pract ice of that  in te l ligent  economy 
and thr i f t  which made possible the ra is ing of w a r  billions to insure world  freedom.

Banks Entering the Federal Reserve System . The following s tate banks  have entered 
the Federal  Reserve Sys tem since the last issue ol the R e v ie w .

Resources
Hubbard Banking Company,  Hubbard,  Ohio .......................................*<>21,000
Middlefield Banking Company,  Middlefield, Ohio .............................  37 1,000
Pembervi lle Savings Bank Co., Pembervi lle,  Ohio ........................... 585,000

The following national  banks  have been organized,  and became members  on organizat ion:
Authorized Capital

First  National  Bank, Cumber land,  Ohio ................................................... $-'i0,000
First  National  Bank, Sycamore,  Ohio ...................................................... 50,000
First  National  Bank, Jefferson,  P a .................................................................  25,000
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BUILDING OPERATIONS FOR MONTH OF JULY

Permits Issued Valuations Increase or 

Decrease of total 
valuations 

1919 over 1918

Per Cent of 

Increase 

or

Decrease
New Construction 

1919—1918
Alterations

1919-1918

Now Construction 

1919

New
Construction

1918

Alterations
1919

Alterations

1918

Akron............................. 652 152 103 51 3,641,692 389,390 601,715 43,325 3,810,692 881.9
Cincinnati...................... 143 82 582 430 940,320 81,853 621,670 314,795 1,165,342 294.1
Cleveland....................... 446 184 902 689 4,694,500 1,108,600 470,575 273,800 3,782,675 273.7
Columbus...................... 264 66 95 56 533,000 99,260 125,710 30,645 528,805 409.3
Dayton........................... 250 108 95 43 1,032,324 270,584 52,021 53,685 760,076 234.5
Erie................................ 102 116* 53 182,620 206,903* 117,303 93,020 45.1
Lexington...................... 50 3 52 33 90,000 6,000 22,000 2,500 103,500 1287.5
Pittsburgh...................... 282 155 128 117 1,151,662 834,963 210,387 143,679 383,407 39.1
Springfield...................... 55 6 22 13 736,145 17,375 64,000 2,325 780,445 4105.2
Toledo............................ 227 79 165 66 496,162 392,103 124,067 27,819 200,307 47.8
Wheeling........................ 39 19 29 30 28,110 13,954 4,463 3,611 15,008 88.2
Youngstown.................. 225 195 38 26 697,750 492,520 19,990 11,975 213,245 42.2

TOTAL.............. 2735 1165 2264 1554 14,224,285 3,913,505 2,433,901 908,159 11,836,522 245.5
•Figures include new construction and alterations.

CLEARINGS

July 16 to August 15

1919 1918

Increase or 
Decrease

Percent of 
Increase or 

Decrease

Akron.................................
Cincinnati..........................
Cleveland...........................
Columbus..........................
Dayton...............................
Erie....................................
Lexington...........................
Pittsburgh.........................
Springfield.........................
Toledo................................
Wheeling............................
Youngstown......................

TOTAL

45.998.000
267,624,021 
484,506,728

68,607,700
21,621,127
9,747,133
6,875,825

620,427,920
7,145,807

64.550.000 
23,342,882 
23,540,831

1,643,987,974

24,559,000
267,334,243
396,956,660

55,710,600
17,295,106
9,866,455
4,597,631

565,826,780
5,494,183

49,972,715
18,345,871
16,030,918

21,439,000
289,778

87,550,068
12,897,100
4,326,021

119,322-
2,278,194

54,601,140
1,651,624

14,577,285
4,997,011
7,509,913

87.2
.1

2 2 .

23.1 
25.

1 . 2-
49.5

9.6
30.
29.1
27.2 
46.8

1,431,990,162 211,997,812 14.8
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Special Report on Akron*s Rubber Industry. In reply to a request from  the Federal R e 
serve Board tha t a special investigation be made each m onth of an industry peculiar to this D istrict, 
there is here given a special report of the rubber industry at Akron.

Akron is the greatest center of m anufactured  rubber products in the world. Probably few  
people fully realize the vastness of the rubber industry in this District, employing an army of 7 0 ,0 0 0  
workers, w ith an invested capital of $250,000,000.00, and with total sales for the last fiscal year  
am ounting to $332,000,000.00.

The accom panying table shows the division of this capitalization am ong the various companies:
Amazon R ubber Go........................ .....$ 340,000 Brought Forw ard .. . . $235 ,971 ,600
American Rubber & Tire Co...... 650,000 Lyon R ubber Go.............. 150,000
American Hard R ubber Co.......... 1,461,000 Napeer R ubber Co. 30 ,000
Anderson Novelty R ubber Co. ... 20,000 M ajestic R ubber Co. 10,000
Denmead R ubber Co.................... 50,000 Miller Rubber Co. 7 ,200 ,000
Firestone Tire & R ubber Co. ... ..... 15,000,000* Mohawk Rubber Co. 2 ,000 ,000
General T ire & R ubber Co......... 1,000,000 Philadelphia R ubber W orks Co. ... 2 ,256 ,000
B. F. Goodrich Co.......................... ...... 109,000,000 Phoenix Rubber Co. . .. 125,000
Goodyear Tire & Rubber Co. ... .... 100,000,000 Star Rubber Co. ... 834 ,618
Gregory Rubber Co....................... 34,600 Sw inehart Tire & Rubber Co. . 9 3 6 ,200
Kelly-Springfield T ire Co........... 8,416,000 W estern  Reserve R ubber Co.......... 2 5 ,0 0 0

Total ....................................... *235,971.600 Total ............. $249 ,538 ,418
*Note: Increasing to $75,000,000.

The ja r  of the world is absorbed by the products of this little arm y of w orkers in rubber. T h ey  
produce daily several thousand solid tires, and 65,000 pneum atic tires, and in one year they turn out 
some 50,000,000 rubber heels.

The rubber industry of Akron is not confined alone to the making of pneum atic or solid tires. A 
large industry  is carried on in m echanical and hard rubber goods, bicycle, and m otorcycle tires.

Although the supply of rubber— which is mostly obtained from the Malay countries— is p len ti
ful, the production of rubber products has been curtailed by the lack of housing facilities in Akron. 
W hile a very large num ber of new houses are being built this sum m er, many of the w orkers 
are living in tents. There is an actual need of 10,000 new houses.

T here has been very little discontent am ong the workers in the rubber factories. Labor, w h ich  
is largely based on piece work, is well paid, and the  welfare of the w orkers is well taken  care of. 
The Goodyear Tire & Rubber Company is now building a $500,000 club house for its employes. 
O ther companies are doing much along the line of w elfare, pensions and insurance for their  
workers.

The rapid grow th of the city of Akron is shown by the following in teresting  com parative fig u res:

The postoffice receipts for the fiscal year ending June 30, 1919, were $988,878.93 as compared 
with $315,442.43 for the fiscal year ending June 30, 1910. The July receipts under tw o-cen t p o s t
age were $91,601.46 as com pared with $70,284.46 under th ree-cen t postage for July, 1918.

The total deposits in the Akron banks on June  30, 1919, were $67,530,443 as compared with  
$11,113,625 on November 1, 1910.

The industrial payroll in Akron for 1918 was about $75,000,000 as com pared with about 
$25,000,000 for 1915. The value of m anufactured products from the Akron plants for 1918 was 
$4 1 1 ,0 0 0 , 0 0 0  as com pared with $156,000,000 for 1915. Indications are that the payroll and output 
of Akron’s factories will be considerable larger in 1919 than in 1918.
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STATEMENT OF 
FEDERAL RESERVE BANK OF CLEVELAND.

August 15, 1919.

RESOURCES

Gold coin and certificates.............................................................................$27,340,000
Gold settlement fund with F. R. Board...................................................  43,315,000
Gold with Federal Reserve Agent..............................................................  121,096,000
Gold redemption fund.............................................................................................275,000

TOTAL GOLD RESERV E........................................................  192,026,000

Legal tender notes, silver, e tc ...................................................................... 965,000

TOTAL CASH R E SER V E........................................................  192,991,000

Bills discounted—Secured by Government W ar Obligations.................110,082,000
Bills discounted—All other.............................................................................10,810,000
Bills bought in open m arket...........................................................................54,573,000

Total bills on hand........................................................................  175,465,000
U. S. Government B o n d s ...........................................................................  1,084,000
U. S. Government Victory N otes............................................................... 10,000
U. S. Government certificates of indebtedness ...................................... 19,959,000

TOTAL EA RNING ASSETS....................................................  196^18,000

Uncollected items and other deductions from gross deposits............... 67,993,000
5% Redemption fund against F. R. bank notes.....................................  927,000
All other resources.........................................................................................  1,503,000

TOTAL RESOURCES................................................................  459,932,000

LIABILITIES.

Capital paid in ................................................................................................ $9,336,000
Surplus fund.................................................................................................... 5,860,000 15,196,000

Government deposits.......... ..........................................................................  5,749,000
Due to members—Reserve accounts..........................................................  129,203,000
Deferred availability items........................................................................... 59,907,000
Other deposits.. •.............................................................................................. 7,711,000

TOTAL GROSS DEPOSITS...................................................... 202,570,000

Federal Reserve notes in actual circulation.........................................  222,903,000
Federal Reserve bank notes in circulation—net liability.....................  18,223,000
All otherx liabilities............ ............................................................................  1,040,000

TOTAL LIA B ILITIES................................................................ 459,932,000
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PICKUPS ON BUSINESS TOPICS

TH E  Federal Reserve Board has announced the resignation 
of Mr. J .  A. Broderick, Secretary of the Board.
Mr. Broderick becomes Vice-President of the National 

Bank of Commerce of New York. He has been connected 
with the Federal Reserve Board since its organization in 
1914, and has been in charge of the examinations of all the 
Federal Reserve Banks since th a t  time. Prior to joining the 
Federal Reserve organization, Mr. Broderick was connected 
with the Banking Department of the State of New York, 
where he rendered conspicuous service in in troducing a system 
of foreign exchange department examinations. In  this con
nection, in 1912, he went to Europe and was the first American 
official to examine banking branches abroad. During the 
same year, he organized the Credit Bureau of the State  Bank
ing Department. He has also been prominent in the educa
tional activit ies of the American In s t i tu te  of Banking.

Mr. Broderick was born in New York City and entered 
the banking world as an office boy. He was for years asso
ciated with the State Trust Company, la ter  the Morton Trust 
Company. As an official of the New York S ta te  Banking 
Department he assisted District A ttorney Whitman in famous 
prosecutions against mismanaged banks. He was one of a 
committee appointed by Secretary of the Treasury MeAdoo 
to study technical details of Federal Reserve banks upon the 
inception of the Federal Reserve System. He left the New 
York State Banking Department to become Chief Examiner 
of Federal Reserve Banks. He is regarded as one of the 
foremost banking technicians of the country.

The W ar Industries Board has issued a report on prices 
during the Civil W ar and the W orld’s War, which Teads:

The movement of prices in the two great wars is s t r ik 
ingly similar on the whole. The chief difference in movement 
are the following:

The rise began in the Civil War. The median rose from 
96 to 100 in the first six months of the Civil W ar; while in the 
case of the World W ar the median did not change from its 
pre-war level unti l  the end of a year of hostilities.

The rise was not extreme in the Civil War. The highest 
point touched was 216 in January ,  1865. This is 49 points 
higher than  the median on the corresponding date in the 
present w ar (177 in January , 1918).

The fall began earlier in the Civil War. A drop of 26 
points had occurred when Lee surrendered in April. 1865. 
The German surrender came in the autumn of the correspond
ing year and was not preceded by a decline of prices.

But, to repeat, these differences are on the whole less 
s t r ik in g 'th an  the general similarity  of the movements. This 
similarity  exists in spite of a great contrast in the under
lying economic factors which influenced prices in the two 
wars.

According to Attorney-General Palmer, Federal Court 
judges will hereafter  be compelled to pay a tax  on tha t  por- 
tioiT of their income which is paid them as a salary by the 
Government. He in terpre ted  the constitutional clause which 
states th a t  the salary of a judge shall not be decreased during 
his term of office by pointing out th a t  it  was the intention 
of the tax  law to collect revenue for the Government and not 
to reduce the salary. I t  was under this same law th a t  P res i
dent Wilson paid his income tax. _ Exemption is still made in 
the case of salaries of s ta te  officials.

Great B rita in  is suffering from high cost of living to an 
even greater extent than  we in this country, especially in the 
m atter  of food and clothing. For example, eggs are $1.25 a 
dozen, milk is 18 cents a quart. The Brit ish Food Controller 
has announced tha t  the government has definitely decided to 
continue food control over the winter. Profiteering on a 
large scale has already been proved.

Retail food prices in the United Sta tes  showed a decrease 
of less than  one-half of 1 per cent in June  as compared with 
the preceding month. June  prices were only 1 per cent lower 
than  those of last December when retail  food prices reached 
the ir  highest point. In  June  the cost of food was 14 per cent 
h igher than  a year ago and 88 per cent higher than  in 1913.

CHAIRMAN Hurley announced the sale by the Shipping 
Board of 100 steel coal-burning ships at $210 per ton, the 

tonnage ranging from 3..'>00 to 3,600 dead weight tons.
The United States Shipping Board now has 289 sh ips of 

4,248,973 deadweight tons engaged in the general commerce 
of the seas, exclusive of more than 2,500,000 tons s t ill in  war 
service for the Army and N avy and in overseas c iv ilian  food 
relief work.

The Board has established and now has under operation 
62 regular general cargo liners serving in trade routes which, 
have been opened in the last six months as one of the first 
steps in conversion of ocean tonnage released from war work 
to the pursuits of peace.

There are 172 steamships of l,3ol,3t)5 deadw eight tons 
employed in the trade routes which have been g iven  regular 
cargo liner service. The remainder of the commerce fleet is 
engaged in general cargo and tram p service.

Additional trade routes will be opened and  more ships 
utilized as other tonnage becomes available through Telease 
from war and food relief work and deliveries of new ships.

Ten thousand persons were placed in jobs of a ll lrini^  
each working day for IS months, according to th e  TJ. S . 
Employment Service, w ithout costing them or their employ
ers a cent and at a cost to the whole country of but $1.34 per 
placement. The saving in fees to the men and women directed  
to employment by the Government, in co-operation w ith  States 
and municipalities, is est imated at not less than $10,000,000  
while the saving to the country in hours of labor gained b y  
minimizing the time lost by these workers betw een jobs and 
in reducing labor turnover is estimated at many m ore  
millions. .......................  *

Bankers and business men are engaged in a discussion 
of plans for the formation of a foreign credit clearing house 
as a means to simplify present methods employed in  gathering 
and dis tributing credit,  information from abroad, and the 
elimination of much wasted effort. Among the organizations 
studying this subject are the Chamber of Commerce of the 
United States, the American Bankers A ssociation, and  the 
Investment Bankers Association.

P it tsburgh was the first city to be vis ited by the Belgian 
Commission which has come to this country to provide for the 
purchase of materials most urgently  needed in the reconstruc
tion of Belgium. A large number of machine tools, quanti
ties of raw materials, leather belting, piping, etc., are to be 
purchased. The Commission is to visit other manufacturing 
cities of the Middle West and East.

Railroad material is noteworthy in the export trade. A 
total of 6.000 cars is w anted for France and 1,050 for Cuba. 
Of oyer 400 cars lately bought, 3S0 were for Cuba. The 
American Locomotive Company has taken orders for twenty- 
three locomotives, two for Chile, six for Argentina, twelve for 
Jav a  and three for Formosa.

The aggregate capitalization of new oil companies formed 
during the month of July, 1919, was grea te r  than the total 
capitalization of such concerns during the whole year of 1918 
The number of new companies during July w as 161 w ith  
to tal capital of $586,216,500. ’

The Treasury Department has advanced an additional 
credit of $157,549,000 to France, b r inging the total loans to 
th a t  country to date up to $3,010,026,800. The U nited  States 
has, up to the present time, loaned to the allied nations a 
grand total of $9,615,400,927.

The number of business failures in July reached the 
lowest mark in more than 25 years. There were on ly  452 
defaults in the United States, exclusive of banking failures, 
and personal bankruptcies.

Plans have been completed for two gigantic oil burninir 
ocean liners designed for a speed of 30 knots an hour and 
capable of crossing the Atlantic in less than four days.

Rate of postage on mail carried by airplane has been 
fixed at 2 cents an ounce.

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis




