
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 e w  Y o r k , J a n u a r y  S O ,  1 9 2 0

C r e d i t  a n d  I n  th e th ir ty  d a y s  ended Ja n u a r y  
B a n k i n g  2 0  th e reserve p ercen tages of 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  
an d of th e entire F e d e ra l R e se rv e  S y s te m  reach ed the  
lo w est p o in ts th u s fa r  registered, in d ica tin g  a  con 
tin u an ce of th e g re a t d em an d  fo r cred it n o t o n ly  in  
N e w  Y o r k  b u t th ro u gh o u t th e c o u n try . T h e  ease  
an d liq u id a tio n  w h ich  u su a lly  follow s Ja n u a r y  1  has  
n o t o ccurred th is ye a r. T h e  d em an d  for b a n k  cred it  
is no less in sisten t th a n  th e d em an d  fo r  in v e stm e n t

ca p ita l, w h ich  is still fa r  gre a te r th a n  th e m ark et  
can  p o ssib ly  su p p ly.

T h e  fo llo w in g figures sh o w  th e cred it exp an sio n  
of th e Seco n d  F e d e ra l R e s e rv e  D is tr ic t  an d  of th e  
c o u n try  as in d ica ted  b o th  in th e to ta ls  of loans, d is
cou n ts an d  in vestm en ts of rep o rtin g b a n k s an d  in  
th eir d ep osit accou n ts. T h e  figures sh o w n  include  
those for each  w eek  of th e cu rren t period an d  fo r th e  
final d a te  in O cto b er, w h ich  w a s a t  th e p ea k  of th e  
au tu m n  loan exp an sion  in th is d istric t:

Date

L O A N S ,  E T C . ,  A N D  D E P O S I T S
(In Millions)

71 Reporting Banks 
New York City

802 Reporting Banks* 
All Districts

Loans, etc. Deposits Loans, etc. Deposits
October 31 $5,789 $5,320 $15,598 $13,821November 28 5,468 5,107 15,461 13,808
December 19 5,474 5,210 15,615 14,136December 26 5,460 5,137 15,620 14,056
January 2, 1920 5,595 5,401 15,792 14,572
January 9, 1920 5,552 5,295 15,819 14,468
January 16, 1920 5,519 5,292 15,826 14,600
*On October 31 there were 783 reporting banks in all districts.

T h u s  w hile the rep o rtin g b a n k s for th e co u n try  as  
a w hole w ere in creasin g th eir loans to  th e to ta l of 
$ 15 ,8 1 9 ,0 0 0 ,0 0 0 , th e h igh est th u s fa r  reach ed, th e  
loans of th e Nejw Y o r k  C it y  rep o rtin g b a n k s w ere  
in fa c t  co n sid era b ly  belo w  the high p o in t of O cto b er  
w h en  S to c k  E x c ia n g e  sp ecu latio n  w a s a t  its heigh t. 
F r o m  O cto b er 3L  to  J a n u a r y  1 6  th e loans of th e 7 1  
rep ortin g b a n k s in N e w  Y o r k  C it y  declined $ 2 7 0 ,-  
000,000. In  tlu/t sam e period the rep o rtin g b an k s  
of all d istricts id  th e c o u n try  o ther th a n  N e w  Y o r k  
increased th eir loans $4 9 8 ,0 0 0 ,0 0 0 . M ean w h ile , 
also, th e gross dep osits of N e w  Y o r k  C it y  b an k s  
declined $2 8 ,0 0 0 ,0 0 0 , w hile th e gross dep osits for  
rep o rtin g b an k s elsew here in th e c o u n try  increased  
$8 0 7,0 0 0 ,0 0 0 . In  th e first tw o  w eeks of Ja n u a r y  
these N e w  Y o r k  b an k s lost $ 10 9 ,0 0 0 ,0 0 0  of deposits.

T h e  loan figures of the b a n k s leave  o u t of a cco u n t, 
h o w ever, th e p a p er w h ich  th e y  h ad  red iscoun ted  
w ith  th e F e d e ra l R e se rv e  B a n k s  an d  w h ich  th ere
fore does n o t a p p ea r in th eir statem en ts. In a sm u ch

as th e N e w  Y o r k  C it y  b a n k s in creased th eir red is
cou n ts w ith  th e  F e d e ra l R e se rv e  B a n k  b etw een  
O cto b er 3 1  an d  Ja n u a r y  1 6  b y  $22 0 ,0 0 0 ,0 0 0 , th eir  
loan co n tra ctio n  a m o u n ted  a c tu a lly  n o t to  $ 2 7 0 ,-  
000,000, b u t to  $50 ,0 0 0 ,0 0 0 . E lse w h e re  in th e co u n 
tr y , h o w ever, n q t o n ly  w ere th e loan a cco u n ts of 
th e b a n k s increased b y  $49 8 ,0 0 0 ,0 0 0 , b u t th eir  
red isco un ts w ith  th e va rio u s F e d e ra l R e se rv e  B a n k s  
w ere increased b y  $ 2 3 3 ,0 0 0 ,0 0 0 . T h u s  th e high  
to ta l fo r Ja n u a r y  1 6  in d icates a  loan exp an sio n  of 
the 690 rep o rtin g  b an k s outside of th is d istrict of 
a b o u t $ 7 3 1 ,0 0 0 ,0 0 0 , m u ch  of w h ich  h as o ccu rred  in 
th e la st six w eeks.

T h is  increase outside th e N e w  Y o r k  d istrict p o in ts  
to  a  g re a t local use for fu n d s an d  a cco u n ts fo r the  
failu re of m o n ey th u s fa r  in 19 2 0  to  flow  to w a rd  N e w  
Y o r k , as is c u sto m a ry  a fte r th e first of th e y e a r. 
N o t  o n ly  h as m o n ey failed  to  tu rn  b a c k  to  N e w  Y o r k  
b u t it h as been co n tin u ally  d ra w n  a w a y , p o ssib ly  
in a n ticip a tio n  of th e usu al e a rly  sp rin g  d em an d. T h e
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a g g re g a te  of tra n sa ctio n s th ro u gh  th e gold  settle
m en t fu n d — th e m ediu m  p ro vid ed  b y  th e F e d e ra l 
R e se rv e  S y s te m  for settlin g b alan ces betw een  th e  
several F e d e ra l R e s e rv e  d istricts— sh ow s a  n et m o ve 
m en t of fu n d s a w a y  fro m  N e w  Y o r k  b etw een  D e c e m 
b er 1 an d  Ja n u a r y  1 of a b o u t $72,000,000, an d from  
Ja n u a r y  1 to  Ja n u a r y  2 0  a  nom inal flow  to w a rd  N e w  
Y o r k  of $15,000,000. B u t  to  th is n et a d v e rse  b a l
an ce of $57,000,000 m a y  p ro p e rly  be ad d ed  a b o u t  
$63,000,000, rep resen tin g bills red iscoun ted b y  the  
F e d e ra l R e se rv e  B a n k  of N e w  Y o r k  w ith  other 
F e d e ra l R e se rv e  B a n k s  w h ich  w ere still o u tsta n d in g  
on Ja n u a r y  20 . T h e  effect of th is tra n sa ctio n  w a s  
to  b rin g  m o n ey to  th is b a n k  a g a in st th e p re va ilin g  
tid e, an d  to  red uce te m p o ra rily  th e a d v erse  balan ces  
w ith  o th er F e d e ra l R e se rv e  d istricts b y  th e a m o u n t 
of th e  red isco u n ts.

T h e  sm all red u ctio n  in th e vo lu m e of cred it in  
th is d istrict co n tra sted  w ith  th e v e r y  large expansion  
elsew here in th e c o u n try  is a ttrib u ta b le  p rim a rily  
to  th e cu rtailm en t of S to c k  E x c h a n g e  sp ecu lation  
since e a rly  N o v e m b e r. F r o m  O cto b er 31 S to c k  
E x c h a n g e  a c t iv ity  w a s  a t  its heigh t. L o a n s  secured  
b y  sto ck s an d  bo n ds as rep o rted b y  th e 71 b a n k s in 
N e w  Y o r k  C it y  sh o w  a  red u ctio n  to  Ja n u a r y  16 of 
$111,500,000. T h e  corresp on din g figures fo r all 
F e d e ra l R e s e rv e  d istricts, in clu d in g N e w  Y o r k , is 
an  increase of $110,700,000. T h e  co n tra ctio n  in 
N e w  Y o r k  h as been abso rb ed , h o w ever, b y  in d u strial 
an d  com m ercial d em an d s, w h ich  cu rren t high  price  
levels are e v e r in creasin g. A  ty p ic a l b a n k  in N e w  
Y o r k  C it y  rep o rts th a t  its loans to  str ic tly  com m er
cial cu sto m ers increased 50 p er cent, fro m  a  y e a r  ago. 
T h e  follo w in g ta b le  sh o w in g th e increase o ver last  
y e a r  in th e w holesale prices of com m odities in d icates  
th e m u ch  increased a m o u n t of m o n ey requ ired to  
c a r ry  a  g iv e n  vo lu m e of com m odities in th e va rio u s  
stages of p ro d u ctio n  an d  d istrib u tio n :

COMMODITY PRICE INCREASES
Jan. 1 Jan. 1 Per Cent 

Commodity 1919 1920 IncreaseCotton (middling uplands), lb ............................32 .39 21Cotton sheetings.....................................................19 .28 47Wool (fine unwashed), lb .....................................76 .95 25
Silk (sinshiu), lb ..........................................  6.70 14.05 109
Pig Iror (No. 1 foundry), ton.................  38.30 42.80 11.7Steel Billets (Bessemer), ton.................... 43.50 48.00 10.3
Hides (Pat-ker), lb .......................................  .29 .40 38Leather (calfskin), sq. f t ...........................  .75 1.25 66.6Tobacco (med. leaf Burley), lb .......................... 42 .50 19Coal (bituminous, Pittsburg), ton.......... 4.70 5.45 15.9
Pine (yellow), M .........................................  48.00 65.00 35.4Copper (electrolytic), lb .......................................23 .19 *16

^Decrease.
In  ad d ition  to  increased co m m o d ity  prices, the  

h igh er w a g e  scales n o w  gen eral in this d istrict h a v e  
h ad  a  m ark ed  effect on th e co st of p rod u ctio n , and

hence up on th e d em an d  fo r cred it. A c co rd in g  to  
th e rep o rts of th e N e w  Y o r k  S t a t e  In d u stria l C o m 
m ission, th e a v e ra g e  w ages p aid  to  fa c to r y  w o rk ers  
a d v a n ce d  in th e y e a r  1 9 1 9  a b o u t 1 3  p er cent.

T h e  d isco u n t ra tes of th e b a n k  w ere fu rth er fr a c 
tio n ally  in creased on D e ce m b e r 30 . O n th a t  d a y  
th e to ta l loans of th e F e d e ra l R e s e rv e  B a n k  of N e w  
Y o r k  w ere a t  th eir m ax im u m  fo r th e y e a r  1 9 1 9  an d  
the h igh est reach ed  u p  to  th a t  tim e. T h is  increase  
to  $ 1 ,0 7 9 ,0 0 0 ,0 0 0  w a s due in p a rt  to  th e w ith d ra w a l  
fro m  th is m a rk e t of m o n ey w h ich  h a d  been deposited  
here b y  o u t of to w n  b a n k s an d  h a d  been p u t o u t 
on call in th e sto ck  m ark et. I n  th e period b etw een  
D e ce m b e r 2 0  an d  Ja n u a r y  16 ,  w h en  th e loans of th e  
F e d e ra l R e se rv e  B a n k  d id  n o t once go belo w  $ 1 ,0 0 0 ,-  
000,000, th e reserve p ercen tages held low er th a n  a t  
a n y  o th er tim e th u s far. T h e  w ith d ra w a ls  of G o v 
ern m en t deposits d u rin g this sam e in te rva l, a m o u n t
ing to  $ 3 10 ,0 0 0 ,0 0 0 , w ere a  co n trib u tin g  cau se of th e  
increased loans of th e F e d e ra l R e se rv e  B a n k . O n  
Ja n u a r y  1 3  th e ra tio  of to ta l reserves to  com bined  
n et deposit an d  note lia b ility  w a s 3 4 .7 ,  a  con dition  
w h ich  w as corrected on th e n ex t d a y  b y  red isco u n tin g  
w ith  other F e d e ra l R e se rv e  B a n k s.

I n  N e w  Y o r k  C it y  b a n k  clearin gs fo r D e ce m b e r  
w ere sligh tly  a b o v e  th e p revio u s high  level fo r O c 
to b er an d w ere, therefore, th e h igh est y e t  reach ed. 
F o r  the y e a r  th e y  a g g reg a ted  $ 2 3 5 ,8 0 0 ,0 0 0 ,0 0 0 , a  
gain  of 3 2  p er cen t, o ver 1 9 1 8  an d  an  increase doub le  
th a t show n b y  th e com bined clearin gs of th e rest  
of th e co u n try . T h e  to ta ls for each  w eek  of th e  
cu rren t period w ere as fo llo w s:

Week Ended

December 24 December 31 January 7 January 14 January 21

New York City

$5,590,623,0005.388.508.0005.545.691.0005.347.254.0005.412.377.000

Other Six Cities 
Second Federal 
Reserve District

$149,866,000141.681.000168.280.000151.567.000151.143.000

M o n e y  T h e  m o n ey m a rk e t of th e  p a st
R a t e s  th ir ty  d a y s  clo sely  reflects th e co n d i

tion s described a b o ve , th e w ith 
d raw a l of m o n ey, len t here b y  interior b an k s, an d  
th e relu ctan ce of th e N e w  Y o r k  b an k s to  su p p ly  
fun d s in lieu of those w ith d ra w n . I t  h as been in a  
sta te  of decided tension. R a te s  fo r call m o n ey on 
the N e w  Y o r k  S to c k  E x c h a n g e  co vered  th e w id e  
ran ge of 6 to  2 5  p er cen t., w h ich  w a s th e h igh est  
since the 30  per cen t, ra te  of N o v e m b e r  1 2 .  T h e  
high figures w ere reach ed  a t  th e end of th e y e a r  w hen  
fund s w ere w ith d ra w n  from  N e w  Y o r k  b y  o u t-o f- 
to w n  b an k s for use a t  hom e. E a r l y  in Ja n u a r y  rates  
w ere easier, a  reflection of th e creatio n  of cre d it w h ich
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w as in cid en tal to  th e red em p tion  of certificates of 
indebtedness. T h ro u g h o u t th e period ren ew als w ere  
m ad e a t  u n u su a lly  h igh  figures. F r o m  D ece m b e r 2 3  
to Ja n u a r y  5  th e ren ew al ra te  ran ged  fro m  10  to  1 5  
per c e n t.; on J a n u a r y  6 th e ra te  w a s 8 p er c e n t.; 
since th en  it  h as ran ged  b etw een  6 an d  8 p er cent. 
T im e  m o n ey h as been scarce an d  rates h a v e  been  
high. T ra n sa ctio n s h a v e  been few , even  fo r th e  
sh o rtest m atu rities. R a te s  are n o m in a lly  7 ^  P er 
cent, for loans on m ixed collateral an d  8  to  8 J ^  on all 
in d ustrial.

T h e  m a rk e t for com m ercial p a p e r h as con tinu ed  
dull as fa r  as th e b a n k s in th e c ity  of N e w  Y o r k  are  
concerned. F e w  of th em  rep o rt a n y  p u rch ases a t  
all. I t  h as been o b served , h o w ever, th a t  th ere has  
been an increased dem an d  fo r com m ercial p a p er  
from  in stitu tio n s w ith in  a  c o m p a ra tiv e ly  sh o rt d is
tan ce of N e w  Y o r k , an d  dealers rep o rt th eir outside  
business to  be good in p ra c tic a lly  all sections of th e  
c o u n try . V e r y  recen tly  a  h e a v y  su p p ly  h as m an i
fested itself, w h ich  ap p ears to  be co n sid era b ly  in 
excess of th e p o w er of th e m a rk e t to  abso rb . C e r 
ta in  com m ercial p a p e r houses rep o rt th a t th e y  are  
d isco u ragin g th eir clients fro m  b o rro w in g e xte n siv e ly . 
T h e  ra te  rem ains on a  6 p er cent, basis, w ith  few  
sales of excep tio n a lly  desirable nam es a t  5 %  per  
cent. I n  th e la st th ir ty  d a y s  th e F e d e ra l R e se rv e  
B a n k  tw ice  raised its p u rch ase rates on accep ta n ces. 
P resen t p u rch ase rates are 5  p er cent, fo r endorsed  
n in e ty -d a y  bills; an d  4 %  p er cent, for s ix t y -d a y  an d  
th ir ty -d a y  bills. S trin g e n c y  in m o n ey rates h as  
k e p t th e d isco u n t m ark e t lim ited, b u t la tte rly  d ea l
ers in accep ta n ces h a v e  been ta k in g  steps to  w iden  
th e m a rk e t fo r th is k in d of p aper.

S t o c k  O n th e w hole th e sto ck  m a rk e t in
M a r k e t  th e la st th ir ty  d a y s  h as been p a r

tic u la rly  sen sitive to  th e strin g en cy  
of m o n ey. F o r  a  sh o rt tim e aro un d th e first of th e  
y e a r  prices rose an d th e vo lu m e of sales increased  
a cco rd in g ly, b u t for th e m o st p a rt  th e m o vem en t of 
p rices has been d o w n w ard , on a  m a rk e t w h ich  has  
been in th e h an d s of professional trad ers, w ith  
p u b lic  sp ecu la tive  a c t iv ity  m u ch  dim inished. N o  
considerable rein vestm en t d em an d  h as been re
ported .

L iq u id a tio n , w h ich  h a d  its begin n in g m ore th a n  
tw o  m onth s ago, h as con tin u ed w ith  fe w  in terru p 
tion s in an  o rd erly  w a y . R a ilro a d  shares reach ed  
th e low est p o in t of D ece m b e r on th e 12 t h , an d in d u s
trials on th e 2 2 n d ; b u t th e rallies w ere sligh t an d  
ge n e ra lly  lack in g  in vigo r. B y  th e m iddle of J a n u 
a r y  railro ad  stocks w ere a gain  d o w n  to  a  p rice level

o n ly  a b o u t p o in ts a b o v e  th e lo w est of D ecem ber*  
w hile in d u strials w ere d o w n  \ x/ 2  p o in ts belo w  th e  
lo w est of th e p revio u s m o n th .

A v e ra g e  d a ily  sto ck  sales for th e w eek  ju s t  before  
C h ristm a s w ere 8 17 ,4 0 0  sh ares; an d  th is com p ares  
w ith  1 , 1 9 7 ,7 0 0  a  d a y  for th e w eek  ended Ja n u a r y  2 ,  
an d  8 2 6 ,7 0 0  fo r th e w eek  ended J a n u a r y  9. A ro u n d  
th e first of th e m o n th  an  a c tiv e  d a y  w a s a  d a y  of 
rising prices, b u t m ore re ce n tly  a c t iv ity  h as been  
a cco m p an ied  b y  w eakn ess.

B o n d  M a r k e t  H e a v y  liq u id atio n  in bon ds, b o th  
a n d  N e w  corp oratio n  a n d jG o v e rn m e n t, con - 
F i n a n c i n f f  tin u ed so m ew h at p a st th e m iddle of 

D ecem b er, a ttrib u ta b le  in p a rt  a t  
least to  a  desire on th e p a rt  of holders to  record  
losses for th e purposes of th e incom e ta x . T h e  gen 
eral level of prices to u ch ed  its low est on D e ce m b e r 18 ,  
b u t in th e succeed in g three w eeks there w a s a  su b 
sta n tia l m o vem en t u p w a rd .

R a ilro a d  bon ds, in response to  fa v o ra b le  rep orts  
fro m  W a sh in g to n  as to  th e tim e w h en  th e roads w ill 
be retu rn ed  to  th eir ow ners, an d  th e con ditions  
u n der w h ich  th e retu rn  m a y  be accom p lish ed, sh ow ed  
m ore stren gth  th a n  a n y  of th e other m ajo r grou p s  
of bonds. T h e y  rose a b o u t 2  5 -8  p o in ts fro m  the  
m iddle of D e ce m b e r to  th e m iddle of Ja n u a r y . P u b 
lic u tility  issues reco vered  a b o u t 5 -8 , in d u strials
1  1 - 5  p o in ts, an d  foreign  go v ern m en t bon ds as a  
gro u p  a b o u t 1 ^ .  L ib e r t y  bonds rose fro m  3 ^  to
1  2 -5  p o in ts u p  to  Ja n u a r y  4 , an d as usu al m ad e u p  
th e larger p a rt  of th e a g g re g a te  of sales. T r a n s a c 
tions in corp oratio n  bon ds rem ain ed h e a v y , a v e ra g 
ing a b o u t $ 5 ,5 0 0 ,0 0 0  p er d a y  o ver th e tu rn  of the  
y e a r, an d  th en  sh a rp ly  dim inished to  $ 2 ,8 0 0 ,0 0 0  
d a ily .

D u rin g  th e second w eek  in Ja n u a r y  ren ew ed  
liq u id atio n  of m od erate  p ro p o rtio n s m ad e its a p p e a r
ance. L ib e r t y  bon ds lost so m ew h at m ore th a n  th eir  
p revio u s gain s, an d  railro ad  bon ds also declined.

T h e  cu rtailm en t of n ew  issues of securities o bserved  
in N o v e m b e r con tinu ed, th e resu lt of gen eral fin an 
cial con ditions reflected in a  lessened p u b lic  d em an d . 
T h e  to ta l in D ece m b e r w a s $ 2 2 3 ,0 0 0 ,0 0 0  as co m 
p ared  w ith  $ 2 5 3 ,0 0 0 ,0 0 0  in N o v e m b e r, an d  $ 3 9 0 ,-  
000,000 in O cto b er. F o r  th e entire ye a rs  1 9 1 9  an d  
1 9 1 8 ,  th e m o n th ly  a ve ra g e s  w ere $ 2 5 2 ,0 0 0 ,0 0 0  and  
$ 1 12 ,0 0 0 ,0 0 0  re sp e ctiv e ly . T h e  n ew  issues in D e 
cem b er included a  n u m b er of high  grad e  m u n icip al 
an d  G o v e rn m e n t b o n d s; preferred  sto cks of in d u strial 
corp oratio n s of p ro v e d  stan d in g, as w ell as of co r
po ration s w h ich  are still to  d em o n strate  th eir c a p a c 
it y  to  earn on au gm en ted  c a p ita l; an d corp oration  
bon ds an d  notes of v a r y in g  degrees of q u a lity .
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N e w  in co rp o ratio n s in D e ce m b e r am o u n ted  in 
nom inal ca p ita l to  $ 1 ,0 7 7 ,5 0 0 ,0 0 0 . T h is  com p ares  
w ith  th e m o n th ly  a v e ra g e s of $ 1 ,0 5 6 ,0 0 0 ,0 0 0  for
1 9 1 9  an d  $ 2 16 ,0 0 0 ,0 0 0  for 1 9 1 8 .

L i b e r t y  Sa les of L ib e r t y  B o n d s on th e N e w
B o n d s  Y o r k  S to c k  E x c h a n g e  a m o u n ted  for  

th e y e a r  to  n e a rly  $3 ,0 0 0 ,0 0 0 ,0 0 0 , and  
w ere m ore th a n  th ree-q u arters of th e to ta l sales of 
bon ds on th is m ark et. In  spite of these large tra n s
actio n s an d  in th e face  of a  con siderable decline in 
o th er classes of bon ds, G o v e rn m e n t bon ds w ere con
sp icu ous fo r th eir re la tiv e  stren gth . W h ere  corp o ra
tion bon ds h a d  show n a  gen eral decline th ro u gh  the  
y e a r , a v e ra g in g  a b o u t 6 %  p oints, U n ite d  S ta te s  w a r  
bon ds declin ed o n ly  a b o u t V/^  points. T h e re  w as  
an  enorm ous u n load in g on th e p a rt  of m a n y  holders 
a ttr a c te d  b y  th e large business an d  sp ecu la tiv e  p ossi
bilities w h ich  th e y e a r  seem ed to  offer, b u t this w as  
fa ir ly  b a lan ced  b y  in stitu tio n al an d  other b u y in g  
w h ich  m ig h t be said to  rep resen t a  fa r  m ore p e rm a 
n en t dem an d . In  gen eral, th ere w a s a  tra n sfer of 
holdings fro m  w ea k er to  stron ger h an d s, w h ich  seem s 
to  ju s tify  th e v ie w  th a t  G o v e rn m e n t issues are now  
on a fa r  m ore solid in v estm en t basis th a n  a  y e a r  ago. 
S o m e of th e  issues n o w  show  a  yield  a b o v e  5  p er cent, 
a n d  a lth o u gh  th ese are n o th in g like th e retu rn s th a t  
p reva iled  d u rin g  an d follo w in g th e C iv il  W a r , there  
is an  a lm o st im m easu rab le difference betw een  the  
fin an cial stren gth  of th e c o u n try  an d of th e G o v e r n 
m en t th en  an d  n o w ; an d  a t  these levels th e y  h a v e  
a p p ealed  stro n g ly  to  c o n se rv a tiv e  in vestors.

F o r e i g n  U p  to  th e v e r y  end of th e  p eriod
E x c h a n g e  exch an ge rates on th e p rin cip a l E u -  

a n d  F o r e i g n  roP ean cou ntries did  n o t ch an ge  
T r a d e  m a te ria lly  fro m  th e  la te  D e c e m b e r

figures. B u t  g ra d u a l declines in th e  
w eek  ended Ja n u a r y  1 7  p receded a  p recip ita te  d rop  
in th e fo llow in g w eek . O n Ja n u a r y  2 0  th e ra te  for  
sterling to u ch ed  3 .6 5 %  w h ich  w a s eq ual to  th e lo w  
ra te  estab lished in D ecem b er. L ir e  an d  m ark s  
w en t b elo w  th eir p revio u s lo w  p oin ts an d  fra n cs w ere  
w eak . S u b se q u e n tly  th ere w a s a  still fu rth e r decline  
of all th e p rin cip al exch an ges.

T h e  decline w a s a ttrib u te d  to  m a rk e t con ditions  
to geth er w ith  a  w ith d ra w a l of b a lan ces w h ich  h a v e  
been b u ilt u p  a b ro ad , ra th er th a n  to  a n y  rad ica l  
chan ges in th e foreign tra d e  of th e c o u n try . T h e  
cu rre n cy  an d cred it inflation of foreign  cou n tries is 
exertin g a  p ro fou n d  influence on p resen t exch an ge  
rates. T h is  fa c t  exp lain s th e a n o m a ly  th a t  th e form er  
belligerents in E u ro p e  w h ich  h a v e  th e sm allest v o l
um e of tra d e  w ith  th is c o u n try  are th e ones w hose  
exch an ges are w eak est. V ic e  v e rsa , G r e a t B rita in ,  
w h ich  h as b y  fa r  th e g re a te st a d v erse  b a la n ce  in our 
m ark et of a n y  c o u n try  tra d in g  w ith  us, is of all 
form er belligerents th e one w h ich  h as experienced  
the least decline in her exch an ge rates w ith  th e  
U n ite d  S ta te s  an d  h as th e least inflation a t  hom e. 
In  oth er w ord s, th e p rice of th e A m e ric a n  do llar in 
E u ro p e a n  cou n tries h as gone u p  as th e  p u rch a sin g  
p o w er of th eir o w n  c u rre n c y  h as gone u p . T h e  fo l
lo w in g are th e d em an d  rates fo r th e fo u r w eeks of 
th e p erio d :

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

Week Ended................................................. DECEMBER 27 JANUARY 3 JANUARY 10 JANUARY 17
High Low High Low High Low High Low

England..................................................................  S.83}4 3.78%  3 .79^  3.7 5'/s 3.79 3.73% 3.74}^ 3 .6 8 ^France.....................................................................  10.36 10.64 10.68 10.93 10.78 11.22 11.15 11.63Italy......................................................................... 12.98 13.08 13.16 13.28 13.24 13.43 13.43 13.70Spain.......................................................................  19.40 19.35 19.30 19.25 19.05 18.95 19.10 19.00
Argentina...............................................................  43.125 43.125 43.125 43.125 43.00 43.00 43.125 43.125
Hong Kong............................................................  99.00 96.00 95.00 94.50 97.00 94.50 100.00 96.00China (Shanghai)................................................. 168.50 168.50 166.00 164.00 160.00 160.00 161.00 160.60Japan.......................................................................  50.25 50.25 50.375 50.125 50.375 50.00 50.00 49.875

In  con siderin g sterlin g exch an ge sp ecial reference  
should be m ad e to  th e progress w h ich  th e U n ited  
K in g d o m  is m ak in g in reco verin g  her exp o rt trad e. 
H e r m a n u fa ctu rin g  p la n ts are re a d a p tin g  th em selves  
to  p eace p ro d u ctio n , an d co rresp o n d in gly her exp orts  
are ga in in g  upon her im p orts. B ritish  exp o rts in D e 
cem ber, 1 9 1 9 ,  as com p ared  w ith  those of D ecem b er, 
1 9 1 8 ,  th e first m onth a fte r th e arm istice, increased

1 3 7 . 3  p er cen t., w h ereas th e corresp ondin g increase  
for A m e ric a n  exp o rts w a s 2 0 .3 9  p er ce n t,— n o t a  
surp risin g difference con siderin g th e v a s t  vo lu m e of 
w a r an d  o th er m ateria l w h ich  th e U n ite d  S ta te s  w as  
called upon to  e xp o rt d u rin g  th e y e a rs  of a c tiv e  
figh tin g, b u t h ig h ly  in d ica tiv e  of th e  recu p erative  
p o w er of B ritish  p ro d u ctio n .

F o r  th e first three m on th s a fte r th e arm istice  th e
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British excess o f im ports over exports averaged at $180,650,000, were barely under the cotton
£75,090,000; and for the three m onths ended with exports in N ovem ber which were the largest on
D ecem ber, 1919, it averaged on ly  £69,930,000 per record. T h ey  accounted  for  m ore than one-quarter
m onth. T h e real im provem ent in the balance o f o f the total exports for the m onth. T h e largest
trade is greater than it appears, because the last shipm ents were for  E ngland, which took  442,000
quarter o f the year is the season when G reat Britain bales valued at abou t $94,000,000. 
norm ally im ports vast am ounts o f agricultural and
raw m aterials. In  the last quarter o f the year as T rade balances for the first eleven m onths o f 1919
com pared w ith the first quarter British net m erchan- — the latest for which an analysis is available—
dise im ports ordinarily increase b y  about 19.3 per showed an aggregate excess o f exports to  the U nited
cent., whereas in 1919 they decreased b y  6.9 per cent. K in gdom  above our im ports from  her o f $1,821,-
In  addition, various factors which cou n t as offsets to  000,000. T he N ovem ber balance is the largest since
im portation  are becom ing effective, chief am ongw hich  that o f August, and an im portant factor in it was
at this tim e is the revival o f B ritain ’s carrying trade, the exports o f cotton . T he adverse balance of

E xports from  the U nited States during D ecem ber France is n ot far from  w hat it was in O ctober, but
am ounted to  $681,500,000, a decrease o f abou t m aterially above  the preceding m onths. There are
$59,500,000 from  N ovem ber. Im ports am ounted to  slight increases for both  Ita ly  and G erm any and a
$381,000,000, a decrease o f abou t $44,000,000 from  large increase for Canada. Our own adverse bal-
the preceding m onth. Thus our balance o f trade, ances w ith China and Japan are considerably re-
which am ounted to  about $301,000,000, declined b y  duced, and w ith Argentine and Brazil are below  the
abou t $15,000,000 from  N ovem ber. D ecem ber ship- figures for Septem ber. A  sum m ary for the eleven
ments o f cotton  am ounting to  877,000 bales valued m onths o f the year is as fo llow s:

T R A D E  B A L A N C E S
(000 Omitted)

11 11
February July August September October November months months

1919 1913
United Kingdom................................. $153,046 . $181,874 $180,010 $118,960 $123,247 $172,840 $1,821,030 $283,268
France...............................................  87,970 42,744 44,370 35,732 53,451 52,941 723,058 14,191
Italy..................................................  36,382 22,278 21,834 21,416 24,647 26,284 351,564 20,299
Germany............................................................  2,136 11,438 7,250 18,506 19,816 67,321 152,791
China................................................. *1,296 *11,704 *4,995 *3,224 *12,103 *5,547 *40,026 *12,341
Japan................................................. 10,411 *28,565 *9,966 *27,100 *23,598 *17,169 *43,471 *32,082
Canada..............................................  3,028 17,440 23,117 35,337 13,099 22,236 215,735 251,863
Argentine...........................................  4,969 *2,364 *5,578 *24,764 *9,899 *12,907 *37,238 29,236
Brazil.............  ................................  6,380 *16,271 *13,195 *25,944 *11,893 *23,248 *106,623 *48,997

*Excess of imports over exports.

T h e  E d g e  T h e rem arkable fall in all foreign 
B i l l  a n d  exchanges has given a new interest to
th e  F a ll  in  ProPosals f ° r foreign financing, 
xi i w hich resulted in the passage o f the

x c  a n g e  Bill. W ith  British exchange at
nearly 30 per cent, discount, and French and 
Italian exchange at m ore than tw ice this, and G er
m an exchange m uch lower, there is an alm ost unpre
cedented opportu n ity  for the purchase o f foreign 
issues, especially o f industrial and other corporations. 
In  G erm any the decline in exchange has resulted in 
such enorm ous purchases o f stocks and securities b y  
outside countries, particularly those near b y , as to  
lead the Germ an G overnm ent to  apply  som e m eas
ures o f restraint. In  the Germ an public press this 
h eavy outside purchasing has been placarded as 
“ T h e auction  sale o f G erm any.”  T he result has 
been m onths o f the wildest speculation ever know n

in which shares have som etim es risen hundreds per 
cent, in a day. Similar opportunities in a less 
degree now  exist in alm ost all o f the countries o f 
E urope.

T he provisions o f the E dge Bill m ay considerably 
facilitate this m ovem ent. Foreign securities ou t
side o f G overnm ent loans are alm ost unknow n in 
this country, and the average investor is alm ost 
w ithout means or facilities o f m aking individual 
investm ents in these countries. T he financial cor
porations authorized under the E dge Bill perm it the 
banks to  subscribe up to  10 per cent, o f their capital 
and surplus to  such com panies, and the latter in 
turn m ay invest in alm ost any kind o f foreign enter
prise. T h e extent o f this investm ent for any one 
corporation  is lim ited to  10 per cent, o f its capital 
and surplus, or 15 per cent, in the case o f banking 
corporations; and such investm ents m ust be m ade
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with the consent o f the Federal R eserve B oard. 
In  addition , the corporations organized under this 
a ct are subject to  the same supervision b y  the F ed 
eral R eserve B oard  as that exercised over national 
banks b y  the C om ptroller o f the Currency. Further
m ore, these corporations must have at least $2,000,- 
000 capital, w hich is considered an effective bar to  the 
financially irresponsible or inexperienced.

These provisions are intended to  offer a consid 
erable protection  to  the intending investor in the 
stocks or the debentures o f these com panies. I t  
was likewise the expectation  that these com panies 
m ight prove  a considerable aid to  the export asso
ciations legalized under the W eb b  A ct  for the p ro 
m otion  o f our foreign trade, and to  an appreciable 
extent contribute a stabilizing influence on the 
financing o f our exports.

F e d e r a l  T h e high poin t in the circulation
R e s e r v e  N o te s  ° f  Federal R eserve notes for this 
in  C ir c u la t io n  bank was on D ecem ber 24, when 

the tota l stood at $827,679,000. Im 
m ediately a fter Christm as began the first consider
able decline since a year ago. In  the three weeks 
ended January 16 there was a contraction  in the 
circulation am ounting to  $67,000,000, which very 
closely approxim ates the experience o f a year ago 
for the same post-h oliday  period. T he rise in F ed 
eral R eserve note circulation through a term  of 
years has coincided in a general w ay w ith the ex
pansion o f bank credit, but there have been num erous 
fluctuations which have been related on ly  rem otely 
to  the general credit situation. Thus the decrease 
observed since the holidays occurred at a tim e when 
the loans of the Federal R eserve B ank o f N ew Y ork  
were rising to  their m axim um .

In  the follow ing table the circulation is given as 
o f the first F riday  of each quarter in the last three 
yea rs :

FEDERAL RESERVE NOTE CIRCULATION, 
NEW YORK BANK

(000 Omitted)
1917 1918 1919 1920

January.................  $93,153 $402,900 $724,931 $811,119
April...................... 166,596 485,222 736,433  
July....................... 213,801 591,791 762,915  
October.................  265,677 719,317 761,705  

In  b oth  1918 and 1919 Federal R eserve note 
circulation was at its low est poin t w ithin a m onth 
after the Christm as holidays. I t  is at this tim e that 
the great volum e o f currency w hich has been re
quired during the Christm as season returns to  the 
banks and through them  to  the Federal R eserve 
Bank. From  its low  poin t early in the year the circu

lation in 1918 rose abruptly and with very  few  
breaks in the upw ard m ovem ent to  the tim e o f 
signing the arm istice, a rise o f abou t $325,000,000. 
T h at the rise paused at that tim e suggests the in 
stant reduction  o f payroll requirem ents at the m o
m ent when war produ ction  abated. In  1919 the 
low est p oin t for the year was reached on  January 29, 
when the circulation stood  at $646,062,000. There 
was a gradual rise from  that tim e to  the second week 
in A pril, and then a period  o f approxim ately station 
ary circulation to  the last o f June, when through a 
period o f tw o  weeks there was a sudden rise follow ed  
b y  a gradual fall. T h e end o f the year show ed the 
custom ary rapid rise and in the first three weeks o f
1920 the circulation receded to  a poin t near where 
it stood  in July.

T he action  o f the Federal R eserve note circulation 
in these tw o years has coincided  w ith the great ex
pansion o f credit. B u t the precip itating causes have 
been o f m uch m ore im m ediate sort. H igher wages 
and general em ploym en t; higher prices w hich follow ed 
the disruption o f the form er relations betw een sup
p ly  and dem and; periodic dem ands for currency, 
particularly at the holiday season when retail trade 
involv ing cash transactions is at its height— all these 
require m ore circulation with varying degrees o f 
perm anence and are d irect causes o f its expansion. 
A  further cause for the grow th  in Federal R eserve 
note issues lies in the fact that especially in 1917, 
they replaced a large am ount o f gold  certificates and 
gold  coin  w hich were m obilized  in the Federal 
R eserve Banks as a part o f the gold  reserves o f the 
country. T h e reduction  in gold  and gold  certificate 
circulation for the w hole cou n try  in the three years 
ended January 1, 1920, am ounted to  about $1,300,- 
0 0 0 ,0 0 0 .

I t  should be understood that the conversion  o f 
credit a t the Federal R eserve B ank  into Federal 
R eserve currency, or the contrary process o f con v ert
ing Federal R eserve currency back  into a credit on  
the books o f the Federal R eserve B ank— the free 
interchangeability o f notes and deposits— is in prac
tice entirely a m atter for the owners o f the credit 
to  determ ine. In  other w ords the banks, which are 
the owners o f the credit, decide on the basis o f their 
customers" needs, whether th ey  shall w ithdraw  cur- 
ency or shall dispose o f the credit in other w ays—  
b y  drawing checks against it, b y  transferring it, 
or b y  letting funds rem ain on  deposit. Thus it is 
that the grow th  or contraction  o f Federal R eserve 
note circulation w ithin short periods depends alm ost 
entirely on seasonal or special dem ands for the circu
lating m edium .
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F a ilu r e s  C om m ercial defaults for the whole 
a n d  country for the m onth  o f D ecem ber
L ia b i l i t ie s  m ade a new low  record  for  that m onth, 

though they were larger than in O c
tober or A ugust or July o f last year. T he 683 insol
vencies w ith $12,000,000 for  D ecem ber, 1918, de
clined to  581 business reverses w ith liabilities o f 
$8,000,000. In  the Second Federal R eserve D istrict 
the num ber o f failures for  D ecem ber decreased from  
129 in 1918 to  119 last year, and the tota l o f liabil
ities was cu t in half, that is from  $3,800,000 to  
$1,800,000.

C o t t o n  In  spite o f falling exchanges and
M a r k e t  disquieting reports o f business con d i

tions in E urope, co tton  has continued 
to  sell at the extraordinarily high levels which have 
prevailed throughout the larger part o f the year. 
There was a slight decline in D ecem ber, but b y  the 
m iddle o f January the averages were practically  the 
same as in N ovem ber and on ly  about l c  a pound 
below  the record m axim um . These prices have been 
largely due to  the short crop  and the unprecedented 
dem and alike at hom e and abroad ; bu t very heavy 
speculative holdings are reported in m any quarters. 
T he agricultural departm ent estim ates last year’s 
crop  at a little over 11,000,000 bales as com pared 
with abou t 12,000,000 bales for the year previous. 
D om estic consum ption  up to  A ugust had been lag
ging, b u t since that tim e it has shown a steady gain, 
and for the five m onths ended with D ecem ber it 
was 2,551,476 bales as com pared w ith 2,395,611 
bales for the corresponding period  o f the previous 
year. E xports for D ecem ber were again heavy, 
nearly equal to  the record figure o f N ovem ber. F or 
the five m onths ending w ith D ecem ber they were 
2,796,586 bales as against 1,976,310 for  the same 
period o f the previous year. This is largely due to  
the heavy  stocking-up o f the British cotton  mills, 
which have shown very heavy gains in the last 
m onths.

C lo t h in g  T h e extraordinary dem and for al- 
D r y  G o o d s  m ost every k ind o f dry goods and tex- 
an (J tiles has continued, and likewise the
T e x t i le s  preference for  the higher rather than 

cheaper grades o f goods. F ollow in g 
the usual period o f quiet after the holidays, a ctiv ity  
was resumed upon a broad  scale. I t  was generally 
reported that the throng o f buyers in N ew  Y ork  
passed all precedents. This gave great firmness to  
the m arket and to  rapid advances in som e lines. 
Prices on textiles rose notably . Since January 1

bleached cottons, prints and gingham s advanced  
from  3c to  5c a yard, and brow n sheetings were 30c 
a pound above the G overnm ent levels of 1918. 
Standard lines o f w orsted dress goods for the com ing 
fall are quoted  at from  7 per cent, to  10 per cent, 
above the previous high level. R aw  silks continue 
to  rise and where $10 was once counted an extrem ely- 
high price, quotations have been above $16. These 
prices, and the d isposition o f m anufacturers and 
sellers to  curtail credits, apparently resulted in a 
smaller volum e o f sales than m ight have been antici
pated. Shoe prices rem ained steady at high levels. 
H eavy  stocks o f leather, silks and cotton  goods, 
held for speculative purposes, are reported.

W h o le s a le  T h e upw ard m arch o f general prices 
P r ic e s  continued in D ecem ber. B radstreet’s 

index num ber of wholesale prices rose 
to  20.363 and D u n ’s to  247.394, an advance o f a little 
less than 10 per cent, over the averages o f a year ago. 
and considerably above previous experiences. This 
continued lifting o f the price level appears to  be 
w orld wide and is even m ore acute in E urope and in 
Japan. T h e British price num bers likewise m ade 
new high records at the end of the year, show ing an 
advance o f som ething like 20 per cent, over one year 
ago. In  G erm any the increase has been even greater.

I r o n  a n d  There was a sharp rise in p ig  iron 
S te e l  produ ction  in D ecem ber, the ou tput

being 2,633,268 tons against, for ex
am ple, 1,863,558 in O ctober; but this figure is still 
considerably below  that o f wartim e produ ction  and 
also below  w hat m ay be called the present norm al. 
W artim e production  did not greatly exceed the 
norm al rate o f grow th, contrary to  general belief, 
and the ou tput last year was the sharpest reduction  
from  this norm al line since 1908. There was a n ota 
ble rise in the unfilled orders o f the U nited  States 
Steel C orporation , which showed for D ecem ber an 
increase o f 1,137,000 tons. Correspondingly iron 
prices advanced  abou t $5 per ton  in D ecem ber and 
this rise has continued. Bessem er p ig at P ittsburgh  
is now  quoted  at $40.40 per ton , com pared w ith 
$29.35 before the strike, and other grades in p rop or
tion. Sales o f steel are reported at som e advances, 
b u t n ot to  the same extent as in p ig iron. British 
and continental steel prices have shown the same 
tendency to  advance. Iron  ore has n ot been in such 
sharp dem and, and stocks at Lake Erie ports on 
January 4 were nearly 10 per cent, higher than a year 
ago. T ota l receipts at these ports during the past
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season were 36,874,816 gross tons, an advance o f 
nearly 11,000,000 tons from  the previous year. A u to 
m obile and truck  m anufacturers and shipbuilders 
were am ong the largest consum ers o f steel during the 
past year. R ecen tly  there has been an increased 
num ber o f inquiries from  the railroads and equip 
m ent builders.

B u i ld in g  B uilding operations in this district 
O p e r a t io n s  continued during D ecem ber to  show 

less dim inution because o f cold  weather 
than in other w inter seasons. C ontracts awarded 
am ounted to  $47,398,000 as com pared w ith $50,-
636,000 in N ovem ber, according to  the reports of 
the F . W . D od ge  C om pany. Residential construc
tion  is som ew hat smaller in proportion  to  the total 
than in previous m onths, indicating a slight shift 
tow ard the dem ands o f business.

T he follow ing figures for territory, which corre
sponds close to  the Second Federal R eserve D is 
trict, show the D od ge  com pilations o f contracts 
awarded for the year 1919 and since the first year 
before the war. I t  is to  be understood, however, 
that the figures represent dollar values on ly and that 
the cost o f building has increased so largely that it 
is doubtfu l whether the aggregate am ount o f con 
struction now  under contract is m uch, if any, in 
excess o f that in 1913. T he awards in each o f the 
years shown were as fo llow s:

1918   256,979,000
1917...........................................................  333,337,000
1916 ........................ 283,659,500
1915. ......................................... 169,794,734
1914 ....................  129,204,500
1913 .........................  261,007,500

1919 ...........  ............... $551,127,000

L a b o r  T he im provem ent in labor con d i
tions in this district, first observed a 

m onth ago, has continued. T h e  report o f the N ew  
Y ork  State Industrial Com m ission for the m onth  
of D ecem ber shows a further increase o f 3 per cent, 
in the tota l num ber o f workers em ployed  in 1,473 rep
resentative m anufacturing establishm ents. Through  
a period o f six m onths a tota l gain o f 11 per cent, is 
recorded.

T he D ecem ber increase is attributed to  partial or 
com plete recovery from  labor difficulties in several 
industries and also to  a continual increasing dem and 
for workers. Steel plants in this district report a 
large increase in the num ber of men em ployed, but 
the total is n ot yet up to  the level prior to  the strike. 
In  explaining the few  individual instances o f decrease, 
shortage o f coal, steel and sugar are pointed  to  as 
the causes for tem porary reduction  to  the working 
forces o f establishm ents depending upon  these 
products. T he usual seasonal declines in certain 
industries such as canning, the production  o f leather 
goods and novelties, are observed, b u t are n ot suffi
cient to  offset the m aterial increase in other a ctiv 
ities.

This report is prepared m onthly for the Federal R eserve B oard. Copies are issued for the inform ation  
o f m em ber banks and those w ho have contributed  tow ard its preparation. A dditional copies m ay be 
obtained b y  addressing
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