
R e p o r t  o n  B u s i n e s s  C o n d i t i o n s
S e c o n d  F e d e r a l  R e s e r v e  D i s t r i c t

F r o m  t h e  F e d e r a l  R e s e r v e  A g e n t  a t  N e w  Y o r k  

t o  t h e  F e d e r a l  R e s e r v e  B o a r d

N ew  Y o rk , D ecem ber 20 , 1 9 1 9

C r e d i t  a n d  T h e  b a n k in g problem s of th e com - 

B a n k i n g  ing y e a r  w ill  cen ter la rg e ly  aro un d  
th e g re a tly  exp an d ed  vo lu m e of b a n k  

cred it w h ich  th e w a r  req u ired  an d  w ith  w h ich  the  
subsidence of w a r fin an cin g leaves us. T o  estab lish  
som e con trol o ver it an d  to  p re v e n t in so fa r  as p ra c 
tica b le  its d iversio n  into un desirab le uses in stead  of 
to  red u ctio n  of b a n k  d eb ts, is a  ta sk  req u irin g of the  
b an k ers of the co u n try  n o t o n ly  an  u n d erstan d in g of 
th e situ atio n  b u t actio n  of a  m o st disin terested sort. 
F o r  the longer this vo lu m e of cred it rem ains in use in 
excess of our requ irem ents for p ro d u cin g an d  d is
trib u tin g  goods an d  c a rry in g  on the usual business 
of th e co u n try , th e longer w ill be d elayed  a  retu rn  
to m ore norm al business an d  p rice conditions.

T h e  ad d ition al cred it created  b y  th e F e d e ra l  
R e se rv e  B a n k  du rin g th e w a r w a s supplied a t  rates  
w h ich  of n ecessity  con form ed to  the T r e a s u r y ’ s 
p o licy  of b o rro w in g a t  low  rates of interest. D u rin g  
th e w a r w h en in d u strial exp ansion w a s closely co n 
trolled b y  G o v e rn m e n t regu latio n , th e use of th e  
cred it resources of the F e d e ra l R e se rv e  B a n k  w a s  
confined largely  to purposes n ecessary  to  c a r r y  on  
the w a r  an d m ain tain  th e c ivilia n  p opu lation . B u t  
w ith  the rem o val of such regu latio n  a n d  con trol 
an d  un der th e stim u lus of cheap  cred it an d  an  a p 
p a re n tly  lim itless dem an d  for goods, in d u strial 
expansion has progressed b y  leap s an d bou n ds, a c 
com panied b y  sp ecu la tive  a c t iv ity  in all k inds of 
p ro p erty. T h is  expansion keeps u p  a  pressu re for

cred it a t  a  tim e w h en  th e vo lu m e of cred it should be 
subsiding.

T h e re  are tw o  effective  checks to  such  exp an sio n ; 
one, th e h igher cost of goods w h ich , w h en  su p p ly  
an d  d em an d becom e m ore n e a rly  b a lan ced , w ill d e
crease co n su m p tio n ; an d th e other, the higher cost 
of cred it w h ich  w ill m ak e it less pro fitable for b an k s  
to  b o rro w  an d th u s red uce the su p p ly  of cred it a v a il
able to  th em  fo r fu rth e r exp a n d in g th eir loans. T h e  
rates of th e F e d e ra l R e se rv e  B a n k  should be an ef
fe ctiv e  influence up on th e cost of credit. T h e y  h a v e  
been raised tw ice, on N o v e m b e r 3  an d  D ecem b er 1 1 ,  
b u t h a v e  neverth eless been closely related  to  th e  
certificate ra te  p o lic y  of th e T r e a su ry . T h e y  h a v e , 
h o w ever, g iv e n  clear in d icatio n  to  th e m em ber  
b an k s of th e d esirab ility  in th eir ow n  in terest, of 
exten d in g cred it w ith  increasin g restra in t an d  cir
cu m spectio n  an d  of ad dressin g th em selves to  th e  
g rad u a l red u ctio n  of th eir deb ts to  the F e d e r a l R e 
serve  B a n k .

D u rin g  th e m o n th  th e loans of th e N e w  Y o r k  
b a n k s h a v e  in a g g re g a te  declined. S in ce  O cto b er
3 1 ,  th e loans, d isco u n ts an d  in vestm en ts of th e 1 1 2  
rep o rtin g b a n k s of th is d istrict h a v e  declined a b o u t  
$ 3 2 2 ,0 0 0 ,0 0 0 , of w h ich  alm ost th e entire a m o u n t is 
acco u n ted  fo r b y  th e decrease of th e 7 1  rep o rtin g  
b an k s in N e w  Y o r k  C it y .  T h e  follo w in g ta b le  show s  
th e course of th e  red u ction , an d in d icates th a t a t  
th e v e r y  end of th e period th e  loans of th e b a n k s  
a ga in  m o ved  u p w a rd .

L O A N S ,  D I S C O U N T S  A N D  I N V E S T M E N T S
(In Millions)

Date 71 Reporting Banks 112 Reporting Banks
New York City

October 31 $5,789November 7 5,744November 14 5,570November 21 5,487November 28 5,468December 5 5,374December 12 5,394December 19 5,474

2nd Fed. Res. District
$6,3976,353

6,1816,0976,0785,9875,9946,075

794 Reporting Banks 
All Districts

$15,59815,62715,42215,47115,46115,45215,459
15,615

W h ile  loans of b an k s in th e  N e w  Y o r k  d istrict d e- loans b y  $ 3 3 9 ,0 0 0 ,0 0 0 , th e re b y  slig h tly  m ore th a n  
clined $3 2 2 ,0 0 0 ,0 0 0 , b an k s elsew here increased th eir o ffsettin g th e  red u ction  m ad e in this d istrict.
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T h e re  are other eviden ces of reactio n  fro m  the  
p ro gressive  exp an sion  of O cto b er. T h e re  h as been a  
m ark ed  fallin g  off in th e a m o u n t of n ew  securities o f 
fered for sale, an d  m an u factu rers an d  m erch an ts are  
n o w  u n w illin g to  m ak e co n tra cts  a t  p resen t prices  
on th e old b a sis; indeed it is rep orted to  us th a t w here  
su ch  co n tra cts  fo rm erly  co vered  a  period of six  
m o n th s th e y  are n o w  g en era lly  lim ited to  h a lf  
th a t tim e. T h u s  th e te n d e n cy  in a  tim e of ra p id ly  
e xp a n d in g  cred it for dealers an d  p ro d u cers to  con 
tr a c t  ah ead  for co n sta n tly  lon ger periods has been  
m o d erated .

T h e  m o vem en t of th e d isco u n ts a t  th e F e d e ra l  
R e se rv e  B a n k  of N e w  Y o r k  in th e p a st th ir ty  d a y s  
h as been co m p lica ted , p a rtic u la rly  in th e m on th  of 
D ecem b er, b y  th e operations of G o v e rn m e n t finance. 
O n nine d a y s  th e to ta l earn in g in vestm en ts w ere  
m ore th a n  $ 1,0 0 0 ,0 0 0 ,0 0 0 . Sin ce the m iddle of 
N o v e m b e r G o v e rn m e n t deposits h a v e  been w ith 
d ra w n  w ith  fa ir  re g u la rity . T h ese  deposits, created  
chiefly b y  th e sale on Se p te m b e r 1 5  of certificates of 
ind ebted ness, resulted, w h en  th e G o v e rn m e n t called  
fo r th e fu n d s, n o t o n ly  in a  m o m e n ta ry  rise in rates  
on th e S to c k  E x c h a n g e  m o n ey m a rk e t b u t in th e  
loans an d discounts of th e F e d e ra l R e se rv e  B a n k . I n  
other w o rd s, th e deposits resu ltin g fro m  th e sale of 
certificates are u su a lly  created  b y  m ak in g entries on 
th e books of th e b a n k s sh o w in g credits to  th e a cco u n t  
of th e U n ite d  S ta te s  an d  it  is n o t un til th e G o v e r n 
m en t d em an ds th e deposits so estab lish ed th a t  th e  
b a n k  h as to  find fun d s w ith  w h ich  to  p a y . U su a lly  
recourse is to  th e F e d e ra l R e se rv e  B a n k , w h ere th e  
p u rch ased  certificates or other bonds are p u t up  
as se cu rity  for loans, w h ich  are g ra d u a lly  red uced  
as th e G o v e rn m e n t disburses th e fu n d s an d  som e  
p o rtio n  of th em  return s to  th e b a n k s in th e  form  of 
c o m m ercial deposits.

T h e  m ax im u m  fo r th e earn in g in vestm en ts of this 
b a n k , $ 1 ,0 7 2 ,0 0 0 ,0 0 0 , w a s reach ed on D e ce m b e r 1 5 ,  
an d  w a s a ttrib u ta b le  to  an o th er cau se. O n th a t  d a y  
a b o u t $25 0 ,0 0 0 ,0 0 0  w a s p aid  o u t fo r certificates  
of ind ebted ness w h ich  th en  m atu red . A g a in s t  
th a t sum  w ere receip ts of a b o u t $ 12 8 ,0 0 0 ,0 0 0  of 
incom e an d  excess p ro fits ta xes, w h ich  o n ly  p a rtia lly  
o ffset th e disb u rsem en ts. T h e  resu lt w a s a  sh arp  
rise in th e earn in g in vestm en ts of th is b a n k  an d  
a  corresp o n d in g increase in th e cred it m o m en ta rily  
a v a ila b le  in th e  b an k s. Su b se q u e n t incom e ta x  
receip ts, tra n sfers b y  th e T r e a s u r y  fro m  oth er d is
tricts  an d p a y m e n ts  of loans b y  th e b a n k s o u t of th e  
proceeds of certificates of in d ebted n ess redeem ed, 
red u ced  ra p id ly  th e earn in g in vestm en ts of this b a n k , 
u n til on D e ce m b e r 1 9  th e y  reach ed  $9 36 ,0 0 0 ,0 0 0 ,

th e lo w est p o in t since O cto b er 2 3 .  T h is  declin e, 
h o w ever, p ro v e d  to  be tra n sito ry .

C a ll m o n ey w a s easier in th e la st th ir ty  d a y s  th a n  
fo r som e tim e p a st, th o u g h  th e ren ew al ra te  h as n o t  
gone belo w  6 p er cen t. F r o m  a  ra te  of 1 0  p er cen t, 
on N o v e m b e r 2 0  th e decline w a s ra p id  to  7  p er cen t, 
a n d  th en  to  6 p er cen t., risin g a ga in  on D e c e m b e r 9 
to 7 p er cent, an d on D e c e m b e r 1 5 ,  w h en  incom e ta x  
p a y m e n ts  w ere due, to  1 5  p er cen t. S u b se q u e n tly , 
fo r th e reasons m ention ed a b o v e , th e ra te  declin ed  
to  6 p er cen t. T im e  m o n ey h as been scarce  an d  
tra n sa ctio n s w ere fe w  an d for lim ited  periods. R a te s  
are n o m in a lly  6 p er cent, to  7 p er cen t, on m ixed col
latera l an d 7 p er cen t, to  73^ p er cen t, on all in 
d u strial.

T h e  m a rk e t fo r com m ercial p a p e r has con tin u ed  
dull w ith  v e r y  little  d em an d  fro m  b a n k s in th is d is
trict. I t  is rep o rted  b y  th e b a n k s th a t  th e m a jo r  
p a rt  of th e p a p e r p u rch a sed  fo r a cco u n ts outside of 
N e w  Y o r k  has been fo r So u th ern  b a n k s w here fu n d s  
h a v e  m o ved  fro m  N e w  Y o r k  in g re a t vo lu m e in p a y 
m en t for co tto n  an d  to b a cco . T h e  ra te  is n o w  on a
6 per cent, basis, as com p ared  w ith  5 3 ^  p er cen t, to  
5 %  p er cen t, in m id -N o v e m b e r. T h e  ra tes a t  w h ich  
th e F e d e ra l R e se rv e  B a n k  p u rch ases b an k ers a c 
cep tan ces w ere increased 3̂ ± of 1  p er cen t, on N o v e m 
ber 2 8 . T h e  n ew  rates ran ge up fro m  the fo llo w 
in g  m in im u m s fo r b est k n o w n  n a m e s: 4 %  p er cen t, 
fo r endorsed 9 0 -d a y  b ills; 4 %  p er cen t, fo r 6 0 -d a y  
bills an d 4)^> p er cent, for 3 0 -d a y  bills. T h is  actio n  
w a s ta k en  to p lace th is b a n k ’s p u rch ase ra te s m ore  
in acco rd  w ith  th e h igh er rates n o w  p re v a ilin g  in th e  
open m ark et, w h ere rates for u n endorsed bills are  
yi to  34: o i l  p er cen t, high er.

W h ile  b a n k  clearin gs show  a  decline fro m  th e high  
levels of O cto b er an d  e a rly  N o v e m b e r, th e y  are  
n everth eless fa r  ah ead  of corresp on din g periods of 
la st y e a r. T h is  decline is th e reflection of d ecreased  
a c t iv it y  on th e sto ck  exch an ge. T h e  fo llo w in g g iv e s  
th e to ta ls  of each  w eek  of th e p e rio d :

Other
Week Ended New York City (6 Cities)

November 26 $5,364,902,000 $131,678,000
December 3 5,046,831,000 141,499,000December 10 5,068,752,000 134,614,000December 17 5,784,012,000 160,970,000

S t o c k  T h e  liq u id atio n  of sto ck s w h ich

M a r k e t  follow ed th e e x tra o rd in a ry  m o n ey
con ditions of e a rly  N o v e m b e r  h as  

been con tin u ed , w ith  a  fa ir  degree of co n sisten cy  
th ro u g h o u t th e p a st  th ir ty  d a y s. T h is  liq u id atio n  
proceeded w ith o u t sh arp  b reak s in th e  m a rk e t an d  
w ith  lessened p u b lic  p a rtic ip a tio n , as is c u sto m a ry  
in a  declin in g m ark et. T h e  form er e x tra v a g a n t  
d em an ds u p o n  cred it a p p ea r to  h a v e  sub sided con
sid erab ly.
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F i n a n c i n g

D a ily  sales fell off m a te ria lly . I n  th e th ird  w eek  
of N o v e m b e r th e a v e ra g e  w a s 1 , 1 4 5 ,0 0 0  sh ares a  
d a y ; in th e fo u rth  w eek  9 8 0 ,0 0 0 ; in  th e first w eek  of 
D ecem b er 9 3 6 ,0 0 0 ; in th e second w eek  9 38 ,8 0 0  an d  
in th e th ird  w eek  fell to  8 6 7 ,2 0 0  shares a  d a y . A  
p a rtia l re c o v e ry  of p rices w h ich  to o k  p la ce  e a rly  in  
D e ce m b e r w a s  m o st p ro n ou n ced  in th e  h ig h ly  
sp e cu la tiv e  issues, w h ile  sh ares w h ich  a re  co m m o n ly  
reg ard ed  as in v e stm e n t sto ck s rem ain ed c o m p a ra 
tiv e ly  dull.

T h e  m a rk e t h as been fa ir ly  resp o n sive  to  n ew s  
d evelopm en ts. F o r  in stan ce, th e term in atio n  of th e  
bitum in o us m in ers’ strik e an d  th e a n n o u n cem en t of 
the A tto r n e y  G en era l th a t  he w o u ld  n o t a p p eal th e  
So u th ern  P a c ific  oil lan d  case  cau sed  a  rise in p a r 
ticu la r sto ck s an d  len t a  m o m e n ta ry  stren gth  to  th e  
rest of the list. T h e  an n o u n cem en t of th e fra ctio n a l  
increase in rates b y  th is b a n k  on D e ce m b e r 1 1  w a s  
follow ed b y  a  d a y  of h igh  call m o n ey rates an d a c tiv e  
liq u idatio n .

B o n d  M a r k e t  T h e  liq u id atio n  w h ich  develo p ed  
a n d  N e w  in sto ck s w a s fa r  m ore p ron oun ced  

in th e bon d m ark et. I t  m an ifested  
itself te n ta tiv e ly  in th e th ird  w eek  

of N o v e m b e r  a n d  b eca m e h e a v y  d u rin g th e n e x t  
tw o  w eek s; a lth o u gh  th ree-q u a rters of th e tr a n sa c 
tions w ere in U n ite d  S ta te s  b o n ds, th e p rices of w h ich  
fell, th e declines in th e p rices of corp oratio n  bon ds 
w ere h eavier. F r o m  th e m iddle of N o v e m b e r  to  th e  
m iddle of D ecem b er, U n ite d  S ta te s  bon ds fell off 
a b o u t th ree-q u arters of a  p o in t; in d u strial bon ds one 
an d  one-h alf p o in ts; p u b lic  u tilities tw o  an d  one- 
q u arter p o in ts an d  railro ad  bo n ds a b o u t th ree p o in ts. 
B o n d s oth er th a n  G o v e rn m e n t issues w h ich  w ere  
m o st h e a v ily  sold w ere those of railro ad  an d street ra il
w a y  com panies w hose records of earn in gs are poor, 
an d  of other co rp o ratio n s w hose bon ds are regard ed  
as high  g rad e  b u t becau se of th eir p rices h a v e  the  
sm allest yield s. I n  sp ite of som e excep tio n s th e  
bon d m ark et as a  w hole fell to  th e lo w est p rice level 
reach ed since 18 9 6 . T h e  effect of th e decline on  
L ib e r t y  bonds w a s  to  p la ce  th e T h ir d  4 J ^  p er cen t, 
an d  th e V ic to r y  4 %  p er cen t, issues on a  b e tte r th a n
5  p er cent, b asis.

T h e  high p rice  of m o n ey in N o v e m b e r cau sed  a  
m ark ed  red u ctio n  in th e a g g re g a te  of n ew  issues b y  
dom estic corp orations. T h e  to ta l fo r th a t m on th  
w a s $ 2 5 3 ,0 0 0 ,0 0 0 , as co m p ared  w ith  $ 39 0 ,0 0 0 ,0 0 0  in  
O ctob er an d $90 ,0 0 0 ,0 0 0  in N o v e m b e r a  y e a r  ago. 
T h is  fallin g off seem s to  register th e p assin g for th e  
tim e being a t  least of th e h igh  tid e of offerings to  
bon d houses b y  corp oration s w h ich  are an xio u s to

en large th eir ca p ita l. N e v e rth e le ss, it  is rep orted  
to  us th a t  th e a p p licatio n s are still so num erous th a t  
th e b e st bo n d  houses are able to  consider o n ly  a  sm all 
p ro p o rtio n  of th em  an d  in th e a g g re g a te  th e y  are  
m u ch  b e yo n d  th e p o w er of th e m a rk e t to  ab so rb .

D u b i o u s  T h e  creatio n  of a  g re a t b o d y  of

I s s u e s  n ew  ca p ita lists  th ro u gh  th e sale of
L ib e r t y  loans an d becau se of th e  

gen e ra lly  h igh er level of w a ges has en co uraged th e  
sin ister a c t iv it y  of p ro m o ters an d salesm en w h o are  
tr y in g  to  flo at sto ck s of th e m o st dubious ch a racter. 
B a s e d  upon th e an sw ers to  inquiries m ad e fro m  fifty  
b a n k s outside of N e w  Y o r k  C it y ,  an d  upon other  
evid en ce w ith in  th e M e tro p o lita n  d istrict, it  ap p ears  
th a t th is m o ve m e n t is gen eral in th e larger cities of 
th e d istrict, p a rtic u la rly  N e w  Y o r k , B u ffa lo , R o c h e s
ter, S y ra c u se , U tic a  an d  B in g h a m to n , b u t w ith  v a r y 
in g in ten sity. I t  ap p ears th a t som e of th e prom oters  
are m en w hose business records do n o t sta n d  scru tin y, 
eith er fro m  th e sta n d p o in t of success or personal 
in te g rity ,a n d  som e of th em  h a v e  in tim es p a st been  
fou n d  g u ilty  of crim e.

A  possible in d ica tio n  of th e e x te n t to  w h ich  new  
c a p ita l is so u gh t ap p ears in th e to ta l of n ew  in co r
p o ration s. D o u b tle ss o n ly  a  fra ctio n  of the to ta l is 
in ten ded fo r im m ed iate  issue, dep en d in g p rim a rily  
up o n  th e c a p a c ity  of th e p u b lic  to  b u y ; an d m a n y  
of th em  are, of course, of th e h igh est ch a ra c te r. 
N e ve rth e le ss, th e  to ta l is n o te w o rth y. I n  N o v e m 
b er n ew  in co rp o ratio n s in th e E a s te r n  S ta te s  
am ou n ted  to  $ 1 ,3 4 1 ,0 0 0 ,0 0 0  an d  in O cto b er $ 2 ,3 6 3 , -  
000,000, as co m p ared  w ith  $ 1 3 1 ,0 0 0 ,0 0 0  in N o v e m 
b er a  y e a r  ago. T h e  m o n th ly  a v e ra g e  fo r 1 9 1 9  u p  to  
th is tim e is $ 1 ,0 5 4 ,0 0 0 ,0 0 0 , w h ich  is n e a rly  seven  
tim es th e m o n th ly  a v e ra g e  show n b y  th e five  y e a rs  
p rio r to  th e w a r. M o s t  of th e n ew  in co rp o ration s  
are of oil, sh ip p in g an d  ch em ical com p anies an d con 
cerns en gaged  in th e m a n u fa ctu re  of articles, the  
cu rren t prices of w h ich  are h igh  an d  th e m argin s of 
p ro fit on th e p resen t b asis e xcep tio n a lly  good. In  
m a n y  cases th e chan ces of retu rn  for th e in vesto r are  
lim ited to  th e m ain ten an ce  of th e p resen t p rice  level. 
T h e  m o st recen t p reced en ts for th is v a s t  g ro w th  of 
n ew  enterprises are to  be fo u n d  in th e U n ite d  S ta te s  
in 19 0 0  an d  ju s t  p rio r to  th e liq u id atio n  of 1 8 7 3 ,  and  
in G r e a t B rita in  p rio r to  th e liq u id atio n  of 18 6 6 .  
A t  no o ther tim es in m odern in d u stry  h as th e fo rm a 
tio n  of n ew  com p an ies ta k en  p lace on so large a  scale.

T h e  op eration s of dealers in p oor or w o rth less  
sto cks are p a rtic u la rly  serious a t  a  tim e of g re a t  
exp an sio n  such as th e p resen t, n o t o n ly becau se of 
th e w a ste  of c a p ita l in v o lv e d , b u t becau se fra u d u len t
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issues are  lo st sigh t of in th e gen eral o u tp ou rin g. 
R e p o r ts  fro m  th e b a n k s in certa in  p a rts  of th e d is
tr ic t  in d ica te  th a t  a  large  a m o u n t of L ib e r t y  bon ds  
h a v e  been secured in exch an ge b y  p ro m o ters, 
w h o  p ro m ise q u ick  an d  rich  return s in p lace of the  
in terest carried  b y  th e bonds. M a n y  sales for cash  
are rep o rted  also, p a rtic u la rly  to  w a g e  earners. A n  
estim a te  of th e a m o u n t of dubious issues on sale, 
secured fro m  a source sp ecializin g in such m a tte rs, 
p u ts th e to ta l a t  “ hun dred s of m illio n s.55

A s  u su al, th e v ictim s of such tra n sa ctio n s are those  
w h o  are in th e w o rst position fro m  k n o w led ge or 
exp erience to  m easure th e w o rth  of securities. 
M e th o d s of sale in clude n o t o n ly n ew sp ap er a d v e r
tisem en ts an d  offers th ro u gh  th e m ails, b u t so licita 
tio n  b y  a  h ig h ly  o rgan ized corps of can va ssers. In  
a  n u m b er of cases th e nam e of th e F e d e ra l R e se rv e  
B a n k  is rep o rted  to  h a v e  been used fo r th e p urpose  
of co n vin cin g  p ro sp e ctive  p u rch asers of th e v a lu e  of 
th e sto ck  offered. U s u a lly  th e a rgu m en t h as been  
th a t  th e b a n k  w h ose sto ck  th e c a n va sse r is selling  
w ill beco m e a m em b er of th e F e d e ra l R e se rv e  s y s 
tem , or th a t  th e p a p e r to  be h an d led  b y  th e n e w ly  
o rgan ized “ fin an ce c o rp o ra tio n 55 w ill be discounted  
b y  the F e d e ra l R e s e rv e  B a n k . S u ch  sta tem en ts  
should be sifted  w ith  th e g re a te st care, b u t u su a lly  
th e m an  ap p ro ach ed  b y  th e c a n va sse r is in no p o si
tion to  k n o w  th e lim itatio n s set b y  la w , b o th  on 
F e d e ra l R e se rv e  m em bersh ip  an d  disco u n ts.

C e rta in  cases of a p p a re n tly  fra u d u len t in ten t h a v e  
a lre a d y  been b ro u g h t to  th e atten tio n  of th e F e d e ra l  
or local p ro secu tors, b u t in th e p a st m o st p ro secu 
tions h a v e  succeeded o n ly  w h en  th e fra u d  h as been  
com p leted  an d th e in ve sto r has lost his m o n ey. I t  
is, therefore, essential th a t  in d ivid u a ls b u y  o n ly  
a fte r seeking a d v ice  fro m  tru sted  b an k ers or others  
w h o  are eq u ip p ed  w ith  sound in fo rm ation  an d good  
sense on fin an cial m atte rs. In  a  n u m b er of p ro g 
ressive  com m u n ities th e n ew sp ap ers n o t o n ly  refuse  
to  ta k e  du bio u s fin an cial a d v e rtisin g , b u t h a v e  
u n d ertak en  to  w a rn  th eir readers a g a in st u n scru p u 
lous ven d o rs of stock s. O fficers of b an k s can  c a r ry

th is p u b lic  service  fa rth e r b y  g iv in g  a d v ice  to  all 
inqu irers, w h eth er th e y  are cu sto m ers or no t. M a n y  
ban k ers are a lre a d y  doin g w o rk  of th a t  sort.

F o r e i g n  T h e  rem a rk a b le  decline of th e
E x c h a n g e  chief E u ro p e a n  exch an ges in th e tw o  

a n d  F o r e i g n  w eek s b etw een  N o v e m b e r 2 9  an d  
T r a d e  D e c e m b e r 1 3  is, of course fu n d a 

m e n ta lly  a ttr ib u ta b le  to  th e excess 
of our exp o rts to  th e cou n tries w hose exch an ges w ere  
m o st a ffected  o v e r our im p o rts fro m  th em . T h e  
decline does n o t in d icate  so lely  th a t  th e m o n th  of 
N o v e m b e r  w a s ra d ic a lly  d ifferen t fro m  th e p reced in g  
m onths w h en  th e declines w ere less p ro n o u n ced ; it  
reflects ra th er the cu m u la tiv e  effect o f tra d e  b a l
ances w h ich  h a v e  been ru n n in g in our fa v o r  fo r m a n y  
m onths, an d th e results of sp ecu latio n  in th e foreign  
exch an ge m ark et.

In  con siderin g foreign  exch an ges a t  th is tim e one 
should realize th e w h o lly  ab n o rm a l con ditions now  
p rev a ilin g , n o t o n ly  in th e tra d e  b alan ces w h ich  h a v e  
been piled up in fa v o r  of th e U n ite d  S ta te s — a  co n d i
tion a g g r a v a te d  b y  th e in a b ility  of m o st E u ro p e a n  
cou ntries to  settle a d verse  b alan ces in go ld — b u t the  
la rg e ly  sp e cu la tiv e  c h a ra cte r of th e foreign exch an ge  
m a rk e t itself. E x p o rte rs  are selling exch an ge as far  
ah ead  as D e ce m b e r of 19 2 0 , an d im p orters are b u y in g  
exch an ge th ro u gh  as exten ded a p eriod. T h e  settle
m en t of cu rren t item s is n o t con tin u ou s as it  w as  
before th e w a r an d th e en tran ce of th is h ig h ly  sp ecu 
la tiv e  b u y in g  an d selling has th e effect of p ro d u cin g  
v io le n t m o vem en ts of q u o tatio n s. T h e re  appears  
to  h a v e  been gen eral fa ith  on th e p a rt  of those w h o  
h ad  exch an ge to  sell th a t  sterlin g w ou ld  not fall 
b elo w  $4 .0 0 , a belief w h ich  w a s sh ared b y  p urch asers  
of exch an ge. C o n se q u e n tly  sterlin g exch an ge w a s  
b o u g h t a t  or a b o ve  th a t  ra te  for m onths in a d v a n ce  
an d  selling w a s w ith h eld , w ith  th e resu lt th a t w h en  
th e ra te  did go  below  th a t p o in t an  a ccu m u latio n  of 
bills an d  checks w a s th ro w n  up on  th e m ark et and  
a c c o rd in g ly  a  p re cip ita te  decline occurred. O th er  
E u ro p e a n  exch an ges a cted  sim ilarly , as ap pears in 
th e follo w in g ta b le :

F O R E I G N  E X C H A N G E  R A T E S

Week Ended NOVEMBER 29 DECEMBER 6 DECEMBER 13 DECEMBER 20
High Low High Low High Low High Low

E n g la n d ................................................................ 4.06%  3 .99^  3.99% 3.84%  3.85J4 3.65)4 3.90M 3.71J4France.....................................................................  9.54 9.84 9.86 10.75 10.92 11.87 10.03 11.35Italy.........................................................................  11.82 v 12.28 12.34 12.77 12.94 13.60 12.52 13.22Spam........................................................................ 19.95 19.60 19.80 19.65 19.90 19.50 19.55 18.70Argentina................................................................ 43.15 43.125 43.25 43.25 43.15 43.15 43.15 43.125Hong Kong............................................................  106.00 100.00 103.00 101.75 101.00 100.50 101.00 99.00China (Shanghai).................................................  160.00 150.00 150.00 150.00 165.00 159.00 165.00 164.00
Japan.......................................................................  50.50 50.S1M 50.50 50.50 50.50 50.50 51.50 50.50
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T h e  b rea k  in sterlin g h a d  its c o u n te rp a rt th o u g h  
in less degree, in  exch an ge on C a n a d a , w h ich  on  
D ecem b er 1 1  w a s q u o ted  a t  a  d isco u n t of 1 1  p er cen t. 
Sin ce  th a t tim e it h as m ad e a  p a rtia l re c o v e ry , th e  
resu lt no d o u b t of a  su b sta n tia l sh ip m en t of go ld  to  

th is c o u n try .

T h e  effect of th is lon g con tin u ed  u p h e a v a l in th e  
exch an ge m a rk e t is m ore a p p a re n t in our im p orts  
th a n  in th e  m o vem en t of goods a w a y  fro m  th is cou n 
tr y . E u ro p e  still ap p ears to  be d ep en d en t up o n  us, 
n o t o n ly  fo r a  g re a t p a r t  of th e  ra w  m aterials req u ired  
fo r her reh ab ilitatio n  an d  for th e p u rpo se of k eep in g  
her people fro m  sta rvin g , b u t  fo r finished m a n u fa c 
tu res. In  fa c t, th e  rep o rts of th e D e p a rtm e n t of 
C o m m erce  in d ica te  th a t  th e  v o lu m e  of finished  
p ro d u cts co m p a red  to  th e  to ta l of exp o rts is fa r  
g re a te r th is y e a r  th a n  in th e  y e a r  before th e w a r.  
T h u s  in 1 9 1 3  cru d e m aterials fo r use in m a n u fa c tu r
in g w ere 3 1 ^  p er cen t, of th e  to ta l. I n  O cto b er of 
th is y e a r  th e  corresp o n din g p ercen ta ge  w a s 1 9  an d  
in Se p te m b e r 1 5 .  M a n u fa c tu re s  re a d y  for co n su m p 
tio n  on th e o th er h a n d  w ere 3 2  p er cen t, of th e to ta l  
in  1 9 1 3 ,  an d  in O cto b er of th is y e a r  w ere 3 8  p er cen t, 
a n d  in Se p te m b e r a b o u t 3 5  p er cen t. I n  1 9 1 3  fo o d 
stu ffs p a r tly  or w h o lly  m a n u fa ctu re d  w ere 1 3  p er  
cent, of th e to ta l, w h ereas in S e p te m b e r an d  O cto b er  
of th is y e a r  th e y  w ere 2 2  p er cen t, an d  in J u l y  2 8  
p er cen t. T h u s  it  a p p ea rs th a t  our exp orts u p  a t  
le a st to  th e la te  fa ll w ere still in ten ded v e r y  la rg e ly  
fo r im m ed iate use, an d  w h ile exp o rta tio n  of fu lly  
m a n u fa ctu re d  articles to  S o u th  A m e ric a  an d th e  
O rien t m a y  h a v e  acco u n te d  in som e degree for th is  
sh ift fro m  b efo re-th e-w ar experience, neverth eless it 
is safe to  ded u ce th a t our exp o rts w ere requ ired for 
th e  sa tisfa ctio n  of E u r o p e ’s im m ed iate  needs

T h e  n e c e s s it ie s  of E u ro p e  th u s f a r  h a v e  co m p li
ca te d  th e  w o rk in g  of th e econ om ic la w  th a t  a d ve rse  
exch an ges en co u rage exp o rts an d  lim it im p o rts on 
th e  p a r t  of th e  cou n tries a g a in st w h ich  th e a d ve rse  
rates ru n. O u r im p orts fro m  th e  U n ite d  K in g d o m  
h a v e  in creased fro m  $ 12 ,8 0 0 ,0 0 0  in F e b r u a r y  to  
$ 4 1 ,7 0 0 ,0 0 0  in O cto b e r; fro m  F r a n c e  $ 5 ,0 0 0 ,0 0 0  in  
F e b r u a r y  to  $ 14 ,0 0 0 ,0 0 0  in O cto b e r; fro m  I t a ly  
$ 1 ,8 0 0 ,0 0 0  to  $ 7 ,2 0 0 ,0 0 0 ; fro m  C a n a d a  $ 37 ,0 0 0 ,0 0 0  
to  $ 5 4 ,8 0 0 ,0 0 0 . N o  d o u b t a  large  p a r t  of th e in 
crease in im p o rts fro m  E u ro p e a n  cou ntries as b e 
tw een  those tw o  m o n th s is a ttr ib u ta b le  to  th e greater  
a m o u n t of a v a ila b le  sh ip p in g; n everth eless th e a d 
v a n c e  h as been con tin u ou s th ro u gh  the sum m er u p  
to  O cto b er, w h en  a  declin e is o b served  in th e p re 
vio u s m o n th  fo r im p o rts fro m  F r a n c e  an d  I t a ly .  
E x p o r ts , on th e o th er h a n d , show  a d eclin e; th ose to  
F r a n c e  fro m  $ 9 3 ,0 0 0 ,0 0 0  to  $ 6 7 ,0 0 5 ,0 0 0 ; to  I t a ly  
fro m  $38 ,0 0 0 ,0 0 0  to  $ 3 1 ,0 0 9 ,0 0 0 ; w h ile to  G r e a t  
B r ita in  th e y  are n e a rly  id en tical a t  $ 16 5 ,0 0 0 ,0 0 0  
w ith , h o w ever, a  sh arp  in crease in  J u l y  an d A u g u s t.

T h e  m o ve m e n t of th e  exch an ges p rim a rily  follow s, 

of course, th e tra d e  b a lan ces unless corrected  b y  th e  

sh ip m en t of go ld  or secu rities, or b y  th e estab lish 

m en t of cred its. T h e  ta b le  g iv e n  b elo w  show s on  

th e  w hole th a t  fa v o ra b le  tra d e  b alan ces w ith  E u ro p e  

h a v e  d ecreased , b u t fo r th e ten  m o n th s are trem en d 

o u sly  in excess of th e  corresp o n din g p erio d of 1 9 1 3 .  

I t  ap p ears also th a t  our a d v e rse  b a lan ce  w ith  C h in a  

is m ore th a n  th ree tim es w h a t  it w a s in 1 9 1 3 ;  w ith  

J a p a n  is so m ew h at less; w ith  B ra z il a b o u t d o u b le; 

w hile w ith  A rg e n tin a  it  is alm o st e q u iv a le n t to  w h a t  

our fa v o ra b le  b a lan ce  w a s in th e  earlier y e a r.

T R A D E  B A L A N C E S

France.
Germany.

Canada...........................................................
Argentine.......................................................
Brazil..............................................................*Excess of imports over exports.

(000 Omitted) 10 10
February July August September October Months

1919
Months

1913

$153,046 $181,874 $180,010 $118,960 $123,247 $1,648,390 $238,123
87,970 42,744 44,370 35,732 53,451 670,099 7,123
36,382 22,278 21,834 21,416 24,647 325,279 17,480

2,136 11,438 7,250 18,506 47,505 118,975
*1,296 *11,704 *4,995 *3,224 *12,103 *34,479 *10,842
10,411 *28,565 *9,966 *27,100 *23,598 *26,387 *30,299
3,028 17,440 23,117 35,337 13,099 194,217 339,075
4,969 *2,364 *5,578 *24,764 *9,899 *24,330 28,374
6,380 *16,271 *13,195 *25,944 *11,893 *83,376 41,342

T h e  su m m ary  re p o rts  for fo re ign  tr a d e  in  N o v em - a t  $74 0 ,0 0 0 ,0 0 0 , th e  h igh est since la st Ju n e , w h en  th e  
m ax im u m  of $9 2 0 ,0 0 0 ,0 0 0  w a s a tta in e d . Im p o rts,b er secured on D e ce m b e r 2 0  fro m  th e  D e p a rtm e n t m ax im u m  ot $9*u ,u u u ,u u u  w a s axtam eu.

show  t h a t  b o th  im p o rts  a n d  ex p o rts  v a lu ed  a t  $4 2 9 ,0 0 0 ,0 0 0  w ere only $ 6  000 000 less 
ro se  m a te r ia lly  in  th a t  m o n th . T o ta l  ex p o rts  s to o d  th a n  th e  to ta l  fo r S ep tem b er, th e  h ,g h e s t ever

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



REPORT ON BUSINESS CONDITIONS

reached. T h e  b alan ce of tra d e  in our fa v o r, n e a rly  
$ 3 12 ,0 0 0 ,0 0 0 , w a s la rg e r th a n  in th e tw o  p re vio u s  
m on th s. Sh ip m en ts of co tto n , rep o rted  to  be th e  
la rg e st on reco rd , am o u n ted  to  9 2 4 ,0 0 0  b ales, v a lu e d  
a t  $ 1 8 1 ,3 0 0 ,0 0 0 ,  a n d  a ccou n ted  for n e a rly  one- 
q u a rte r o f th e  to ta l exp orts.

W h o l e s a l e  T h e  m o n th  of N o v e m b e r  w a s one 
P r i c e s  of v e r y  gen eral a d v a n ce s  in com 

m o d ity  p rices. B ra d s tr e e t ’s in d ex  
n u m b er on D e c e m b e r 1  w a s 2 0 . 1 7 5 6  as com p ared  
w ith  19 .9 0 2 6  a  m o n th  p revio u s, an d  w ith  2 0 .0 0 1 7  
on A u g u s t  1 ,  w h en  th e p revio u s h igh  reco rd  of 1 9 1 9  
w a s estab lish ed . O n D e c e m b e r 1 ,  1 9 1 8  th e n u m b er  
w a s 1 9 . 0 1 5 1 .

T e x tile s  p ro visio n s an d iron an d steel accou n te d  
fo r th e  larger p a r t  of th e rise d u rin g N o v e m b e r; b u t  
ten  ou t of th irteen  gro u p s of com m odities show ed  
a d v a n ce s, an d a m o n g th e in d ivid u a l com m odities 4 6  
o u t of 10 6  rose. B ra d s tre e t ’s a v e ra g e  of food p rices  
d id  n o t, h o w ever, m ak e a  n ew  h igh  record. O n  
D e ce m b e r 1  it  w a s 5 . 1 8  a g a in st 4 .9 7  e a rly  in N o 
v e m b e r an d  5 .0 4  th e first of D ecem b er, 1 9 1 8 .  T h e  
h igh  record of th e p resen t y e a r  w a s 5 .3 0  a t  th e end  
of J u l y .  I n  con siderin g the cu rren t h igh  p rices a t  
w holesale fo r com m o dities it should be n oted th a t  in  
th e a v e ra g e  or ty p ic a l y e a r  prior to  th e w a r  w holesale  
p rices in th is c o u n try  reach ed th eir h igh est level 
aro un d the end of N o v e m b e r an d th en  declined.

R e t a i l  In q u iry  fro m  ten  d ep a rtm en t
T r a d e  stores in G re a te r N e w  Y o r k  show s

th a t  th e sales u p  to  th e m iddle o f  
D e c e m b e r as com p ared  w ith  th e corresp on din g  
period of 1 9 1 8  increased on th e a v e ra g e  40  p er cen t, 
in th e to ta l v a lu e  of sales, an d 1 9  per cen t, in the  
n u m b er of u n its sold. So m e of th e m erch an ts e x 
p ressed d isap p o in tm en t in th e size of C h ristm a s b u y 
ing, w h ich  m a y  be a ttrib u te d  to  exp ecta tio n s based  
on th e  im m ense sales, b o th  re la tiv e  an d ab so lu te, 
for the m o n th  of O cto b er. I t  a p p ea rs also th a t th e  
rep ressive  m easures called for b y  th e sh o rtage of coal 
affected  sales in this p eriod. N e v e rth e le ss  th e p res
en t h o lid a y  season is th e h e a v ie st in th e experience  
of N e w  Y o r k  stores.

C e rta in  of th e stores rep o rt th a t  th e sales of u til
ities h a v e  fallen  off m ore th a n  the sales of luxuries. 
T h is  is exp lain ed n o t o n ly  b ecause of th e n a tu re  of 
h o lid a y  p u rch a sin g, b u t because of th e in clin ation  
referred to  la st m o n th  of b u y in g  exp en sive  articles  
regardless of th eir inherent v a lu e . D e m a n d  fo r high  
priced  goods is g en era lly  rep o rted , b u t a t  th e sam e  
tim e it ap p ears th a t  p u rch asers are inclined to  w a tc h

prices a  little  m ore clo sely  th a n  h ith erto . I n  one 
in stan ce it  is rep o rted  th a t  th e d em an d  fo r goods  
of th e  h igh est p rice  h as fallen  off so m ew h at. C a s h  
p u rch ases are still larg e  an d an  increase of b u y in g  b y  
o u t-o f-to w n  p u rch a sers is o b served .

In  B u ffa lo  it  is rep o rted  to  us th a t th e v o lu m e  of 
sales has been m u ch  in excess of la s t  y e a r  an d  th a t  
people w h ose incom es fo rm e rly  w ere lim ited are n o w  
p u rch a sin g  je w e lry  an d  o th er exp en sive  articles of 
lu x u ry  to  a  m u ch  g re a te r e x te n t th a n  h ereto fo re.

M e r c a n t i l e  T h e  h igh  p rices n o w  p re v a ilin g  
C r e d i t s  in  a lm o st all lines of m erch an d ise

h a v e  resu lted  in gen eral sh o rten in g  
of cred its. W h ile  it a p p ea rs, fo r th e  p resen t a t  
least, th a t  p ro d u ctio n  is fa r  sh o rt of th e  d em an d , 
cau tio u s m a n u fa ctu re rs are disin clined to  co m m it  
th em selves in th eir business d ealin gs to  a  co n tin u an ce  
of p rices a t  th e p resen t level o v e r a  lon g period.

In  a lm o st all lines, w h a t is k n o w n  te c h n ic a lly  as  
a  seller’s m a rk e t e x ists; th a t  is, th e  seller is free to  
select those w ith  w h o m  he w ill deal. A llo tm e n t of 
goods is gen eral an d  in th e  w oolen tra d e  th e a llo t
m en ts h a v e  fallen  in c e rta in  cases as lo w  as 2 5  p e r  
cen t, of la s t  y e a r ’s req u irem en ts. T h is  p o w e r of th e  
d ealer to  choose th ose to  w h o m  he w ill sell goods  
fro m  a  large  n u m b er of a p p lica n ts is reg ard e d  as of 
itself in su ran ce a g a in st can cella tio n  of orders should  
th e  d em an d  su d d en ly  sub side an d  p rices fall.

M o s t m a n u fa ctu re rs an d  d istrib u to rs of d r y  goods, 
textiles, h a rd w a re , bo o ts a n d  shoes an d  sim ilar m er
chan dise, are sold up as fa r  a h ead  as th e y  w ill ta k e  
orders. M o s t  co n tra c ts  are p la ced  a t  p resen t p rice  
levels, th o u gh  in a  fe w  cases th e  stip u latio n  h as been  
fo r th e  fixa tio n  of p rices a t  th e  d a te  of d e liv e ry , or 
th e  m a k in g  of a  p rice  n o w , w ith  d e liv e ry  a t  th e  con 
ven ien ce of th e seller. So m e  of th e la rg e st m a n u fa c 
tu rers an d d istrib u to rs re p o rt th a t th eir c o n tra c ts , 
b ased  up o n  p resen t prices, ru n  o n ly  a b o u t h a lf as  
fa r  into th e fu tu re  as in n o rm al tim e s; th u s m a n u 
fa ctu re rs  an d  d istrib u to rs w h o  h a v e  been in th e  
h a b it of co n tra c tin g  fo r six  m o n th s ah ead  a t  fixed  
prices are n o w  c o m m ittin g  th em selves th ro u g h  a  
p eriod of o n ly  three m o n th s. In  brief, b o th  sellers 
a n d  b u y e rs  aim  to w a rd  a  q u ick  tu rn o ver.

C o l l e c t i o n s  T h e  C re d it  C le a rin g  H o u se  re- 
a n d  F a i l u r e s  p o rts, based  on tra n sa ctio n s b e 

tw een  w holesalers an d retailers in 
v o lv in g  a b o u t $ 10 0 ,0 0 0 ,0 0 0 , in th e cu rre n t period  
w ere slig h tly  b e tte r th a n  in th e  p reced in g fou r w eeks, 
an d  c o n sid era b ly  b e tte r th a n  a  y e a r  ago . O n th e

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



FEDERAL RESERVE AGENT AT NEW YORK

other h an d , th e vo lu m e of in d ebted n ess increased  
and w as a b o u t th e sam e as for th e corresp o n din g  
season la st y e a r.

F a ilu re s in th is d istric t d u rin g  N o v e m b e r w ere  
99 as a g a in st 101 la st y e a r. T h e re  w a s a sligh t  
red u ctio n  in th e liab ilities in v o lv e d  from  $1,674,791 
in N o v e m b e r, 1918, to  $1,548,918 th is y e a r. F o r  th e  
c o u n try  as a  w hole th ere w ere few er failures la st  
m o n th  th a n  in a n y  N o v e m b e r  since D u n ’s records  
b eg an  in 1894, w ith  th e sm allest liab ilities for a n y  
N o v e m b e r in fifteen yea rs. P re lim in a ry  figures fo r  
th e first three w eeks of D e ce m b e r in d icate  a  m a 
terial decrease in failures o ver th e correspondin g  
period in 1918.
C l o t h i n g ,  T h e re  is no let up in th e d em an d
D r y  G o o d s  f ° r high  g rad e  w ea rin g  ap p arel. O n  

a n d  T e x t i l e s  contr a ry , th e dem an d  has b ro a d 
ened an d  ga rm en ts are asked for in  

a  w id er v a r ie ty  of fab rics. N o  prom ise of relief in  
clo th in g prices is held o u t for th e n ear fu tu re.

B o th  jo b b ers an d  m an u factu re rs  of h o siery and  
k n it goods are e xtrem ely  b u sy . B u y in g  has increased  
d u rin g th e la st tw o  w eeks o w in g to  the fear of still 
h igh er prices an d becau se sto ck s are lo w  a t a tim e  
w hen p ro d u ctio n  is still b elow  norm al.

L e a d in g  p rodu cers of w oolens an d w o rsteds are  
m ak in g p lan s to  a llo t th eir p ro d u cts for th e fall
1920 season as th e y  did  fo r th e com in g sp rin g. 
W h ere  au tu m n  prices h a v e  been m ention ed th e y  are  
up 50 to 75 cents a y a rd  o ver sp rin g prices. C o t 
ton  goods h a v e  been a c tiv e  an d h a v e  m ain tain ed  or 
even  exceeded th e p re v a ilin g  high p rice levels.

I r o n  a n d  T h e  coal strike h as h ad  a m ore
S t e e l  d istu rb in g  effect up on th e iron and

steel tra d e  th a n  did  th e steel strike. 
F o r  th e tw o  m onths ju s t  p rio r to  th e la tte r our a v e r 
age m o n th ly  p ro d u ctio n  of p ig  iron w a s 2,586,000 
tons, fro m  w h ich  it fell to  1,863,558 in O cto b er and  
reco vered  to  2,392,350 tons in N o v e m b e r. F o r  the  
w hole p erio d of th e steel strike th e con sequ en t loss of 
iron p ro d u ctio n  w a s a p p a re n tly  a b o u t 1,2 0 0 ,0 0 0  
to n s; an d th e unfilled to n n age of th e Steel C o rp o ra 
tion  to geth er w ith  th e re la tiv e  m o vem en ts of iron  
an d steel prices in d icate  th a t p ig  iron w as affected  
m ore th a n  steel. T h e  em b a rra ssm en t resu ltin g  
fro m  the coal strike an d th e re strictive  orders of th e  
F u e l A d m in istra tio n  in d icated  in th e op eration  of 
iron an d  steel p la n ts w a s p a rtic u la rly  n oticeab le  
e a rly  in D ecem b er. T h e  sh o rtage of coke b ecam e  
a cu te  b y  D e ce m b e r 8, and cu rtailm en t of p ro d u ctio n

w a s rep orted in Y o u n g s to w n  an d other centers. 
P rice s of p ig  iron, steel billets an d rails rose m ore  
r a p id ly  th a n  d u rin g th e steel strike. O rders for  
steel are bein g a ccep ted  co n d itio n a lly , or declined  
a lto g eth er; an d  it  m a y  be som e w eeks before th e steel 
m a rk e t reco vers fro m  th e cu m u la tiv e  effect of the  
tw o  strikes.

C o t t o n  T h e  decline of co tto n  p rices inci-
M a r k e t  d en tal to  th e liq u id atio n  of m id -

N o v e m b e r  w a s reversed  late  in th e  
m o n th , an d on D e ce m b e r 5 th e p rice of fo r ty  cents 
a p o u n d for sp o t d e liv e ry  w a s reached. T h is  p rice  
exceeded th a t reach ed  in O cto b er and is the h igh est  
for a  ce n tu ry , sa v e  th e C iv il  W a r  period, w h en  prices  
w ere sta ted  in d ep reciated  cu rren cy. W ith  th e issu 
a n c e  of th e G o v e rn m e n t crop rep o rt, w h ich  set an  
e stim ate of th e crop a t 11,030,000 bales, a b o u t
325.000  bales a b o v e  th e O cto b er 1 estim ate, th e  
p rice  on th e N e w  Y o r k  m a rk e t declined to  a  p o in t  
n o t fa r  a b o v e  w h a t it w a s in m id -N o v e m b e r

D o m e stic  co tto n  con su m p tio n  in N o v e m b e r w as  
490,698 bales a g a in st 555,344 th e p revio u s m on th , 
an d  455,611 in N o v e m b e r, 1918. I t  w a s low , h o w 
e ver, as com p ared  w ith  som e p revio u s N o v e m b e rs, 
an d th e com p arisons w ith  th e 1918 figures are m is
lead in g b ecause of th e ab n o rm al cu rtailm en t of co n 
su m p tio n  d u rin g th e la tte r h a lf of la st ye a r. E x p o r ts  
in b o th  Sep tem b er an d O cto b er w ere belo w  those of 
th e p revio u s y e a r. F o r  th e la tte r  m on th  th e y  w ere  
352,231 bales a g a in st 386,995 a y e a r  ago , an d  530,565 
tw o  ye a rs  ago. I n  N o v e m b e r, h o w ever, th e exp o rts  
am o u n ted  to  924,000 bales, w h ich  is th e m ax im u m  
sh ip m en t fo r a n y  single m o n th . E n g la n d , a cco rd in g  
to  th e D e p a rtm e n t of C o m m erce ta b u la tio n , to ok
521.000  bales and F r a n c e  120,311 bales.

B u i l d i n g

O p e r a t i o n s

B u ild in g  co n tra cts  a w a rd e d  in  
N o v e m b e r in N e w  Y o r k  an d N o r t h 
ern N e w  Je r s e y , a cco rd in g to  F .  W .  

D o d g e  C o m p a n y , am o u n ted  to  $50,636,000 or $2,-
585,000 less th a n  for O cto b er. T h e  n o te w o rth y  
p o in t is n o t the decrease, b u t ra th e r its sm allness. 
A t  this season of th e y e a r, b ecau se of th e com in g of 
cold w eath er, c o n tra c t a w a rd s n o rm a lly  sh ow  a m u ch  
larger decline. In  th e ty p ic a l y e a r  th e decline fro m  
O cto b er to  N o v e m b e r is a b o u t 113 ^  p er cen t., 
w h ereas th is tim e it  w a s o n ly  5.1 per cent.

T h e  to ta l vo lu m e of b u ild in g  in this d istrict for  
th e y e a r  th u s fa r  is v e r y  m u ch  a b o v e  n orm al in cost, 
an d  so m ew h at a b o v e  in floor space. T h e  a w a rd s for  
eleven  m o n th s to  D e ce m b e r 1 w ere $503,729,000 
a g a in st a  p revio u s h igh  record of $316,014,000; and
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th e h igh est record before th e w a r  w a s $ 2 3 5 ,6 9 4 ,5 0 0 .  
R esid en tia l bu ild in g continues on a  large scale in  
th is d istric t; 3 4  p er cent, of th e a w a rd s for N o v e m b e r  
cam e in th a t classification , w h ich  includes n o t on ly  
d etach ed  d w ellin gs, b u t a p a rtm e n t houses, hotels, 
g a ra g es an d  stab les. T h u s  th e con tin u ed rise in 
prices of bu ild in g m aterials h as n o t y e t  red uced the  
e xten t of bu ild in g operations belo w  norm al.

L a b o r  A n  em p h atic  im p ro vem en t in
lab o r conditions h as ta k en  p lace in 

th is d istrict. T h e  rep o rt of th e N e w  Y o r k  S ta te  
In d u stria l C om m issio n  for the m o n th  of N o v e m b e r  
show s an  increase of 3  p er cent, in th e to ta l n u m b er of 
w o rk ers em p lo yed  in 1 ,5 6 0  rep resen tative  m a n u fa c 
tu rin g  estab lish m en ts. A  m aterial p a rt  of th is in 
crease, w h ich  is rep o rted in n e a rly  e v e ry  d ivisio n  of

in d u stry , is a ttrib u te d  to  th e settlem en t of lab o r  
troubles. A b o u t h a lf the steel w ork ers o u t on strik e  
in O cto b er h ad  return ed a t  th e tim e of th e N o v e m 
ber rep orts. T h e  p rin te rs ’ strike, w h ich  w a s slo w ly  
d isso lvin g a  m o n th  ago, cam e to  an  end w ith  an  in 
crease of $ 6 .0 0  a  w eek. A m o n g  those w h o  h a v e  
g en era lly  retu rn ed  to  th eir facto ries or p la n ts  are  
sh ip ya rd  iron w o rk ers, silk  g lo v e  m ak ers, o p e ra tiv e s  
on m en ’s fu rn ish in gs an d  in lau n d ries, an d  cig a r  
m ak ers. T h e  cu m u la tiv e  effect of th e steel an d  coal 
strikes w a s fe lt in th e au to m o b ile gro u p , w h ere th e  
sh o rtage of m aterial forced th e la y in g  off of a  n u m b er  
of w o rk ers. A  decrease is rep o rted  in th e n u m b er of 
w ork ers en gaged in the co tto n  goods m ills, th e resu lt  
of an  extension to  an o th er lo c a lity  of th e lab o r  
troubles in th a t in d u stry . P ro h ib itio n  h as resu lted  
in a  co n tin u in g decline in th e em p lo yees of brew eries.

T h is  rep o rt is p rep ared  m o n th ly  for th e F e d e ra l R e se rv e  B o a rd . C o p ies are issued for th e in fo rm a tio n  
of m em ber b a n k s an d  those w ho h a v e  con trib u ted  to w a rd  its p rep aratio n . A d d itio n a l copies m a y  be  
o btain ed  b y  ad d ressin g

F E D E R A L  R E S E R V E  A G E N T ,

F e d e ra l R e s e rv e  B a n k  of N e w  Y o r k .

1 5  N a s s a u  S tre e t, N e w  Y o r k .
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