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C r e d it  a n d  
B a n k in g

The conservative attitude of the 
banks and m any business houses 
towards further expansion has been 

continued through the past th irty days. A m ong the 
N ew  Y ork  C ity  banks there was a gradual reduction 
of loans during m ore than half o f the period, but 
latterly, with renewed stock  m arket activ ity , they 
rose again, barely above the level o f a m onth  ago. 
As in the previous four weeks, bank credit outside 
of this district continued to  expand. T he loans of 
all banks in the country reporting to  the Federal 
R eserve B oard  stood on M arch  12 at their highest 
point, 15,908 millions. On the same date the loans 
of the 73 reporting banks o f N ew  Y ork  C ity  stood 
at 557 millions below  the peak reached last O ctober 
10. A  very large 
part of the reduc
tion was directly 
due to  stock  m ar
ket l iq u id a t io n ,  
for on M arch  12 
loans on stocks 
and bonds o f N ew  
Y ork  C ity  banks 
showed a reduc
tion from  the high 
po in t o f last fall 
o f 200 m illions, or 
m ore than 14 per 
cent.

Zfo

zzo

/6&

/joT he loans o f the 
N ew  Y ork  C ity  
banks stand now  
at practically  the 
same level as a 
year ago, so that
all o f the intervening expansion o f bank loans has 
been neutralized. F or the country at large the re
verse is true. E xact com parisons for all the banks 
in the Federal R eserve System  are difficult on ac
count of the admission o f new m em ber banks; but 
it is well know n that the loans and deposits o f the 
national banks of the country reflect very closely 
the general banking conditions of the whole country.

On D ecem ber 31, 1918, follow ing the arm istice, 
national bank loans stood  at 9,919 millions. On 
D ecem ber 31, 1919, these loans stood at 11,786 m il
lions an increase o f 1,867 millions, or close to  20 
per cent. Since the close of 1919, the country-w ide 
expansion has continued, and the grow th in the total 
loans of the banks o f the country, both  N ational 
and State, in the last fifteen m onths m ay be esti
m ated w ith reasonable conservatism  at a m inim um  
of 5 billions. In  this expansion, taken as a whole, 
the N ew  Y ork  C ity  banks had alm ost no part.

It should be observed that this great expansion, 
with declining gold  holdings and dim inishing bank 
reserves, took  place not with a concurrent expan
sion but with a slight contraction  in the volum e of

the n ation ’s p ro 
duction  and trade. 
A n  index figure of 
national p rod u c
tion  in ten o f its 
m ost im portant 
basic com m odi
ties prepared b y  
this bank  indi
cates that for the 
year 1919 there 
was a decline 
in  v o l u m e  o f  
about 6 per cent, 
from  1918, when 
produ ction  for the 
country was at its 
high point. This 
com pares closely 
with a correspond
ing estim ate from  
a c o m p e t e n t  

source o f the cou n try ’s total trade in 1919, com puted  
from  the traffic o f the railways, lake and seagoing 
tonnage, bank clearings, and the like. This ban k ’s 
index o f production  is charted above, and a detailed 
explanation appears elsewhere in this report.

A n  expansion of 20 per cent, in the credit structure 
with a contraction  in production  and trade has one 
prim ary effect— that is, rising prices, which in turn
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2 REPORT ON BUSINESS CONDITIONS

bring a dem and for further credit together with high 
wages, high costs of production , and the general un
settlem ent which com es invariably with a serious 
change in the purchasing pow er o f the dollar. This 
loss o f equilibrium  continues until expansion of 
credit is checked, and until the production  of goods 
overtakes the dem and.

The norm al and gradual check to  the expansion 
of credit is to  increase the rates for credit. The

effect of the increase of rates which took  p lace 
follow ing the action  o f the Federal R eserve Banks 
in raising their discount rates is already beginning 
to  be felt. T he follow ing table shows the m ovem ent 
o f the volum e of credit of the reporting banks in 
N ew  Y ork  C ity , as indicated b oth  in their loan 
and deposit accounts, and gives also the loans and 
deposits o f all reporting banks in the country, in
cluding this d istrict:

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

73 Reporting Banks 
in New York City*

809 Reporting Banks 
All Districts

Mar. 19, 1920 
Mar. 12, 1920 

5, 1920 
27, 1920 
20, 1920 
10, 1919 
7, 1919

Mar.
Feb.
Feb.
Oct.
Mar.

Total Total Total Total
Loans and Deposits Loans and Deposits
Investments Investments

5,288 5,018 15,831 14,312
5,293 4,985 15,912 14,318
5,247 4,919 15,811 14,147
5,248 4,881 15,731 14,024
5,281 4,878 15,732 13,986
5,850 (highest) 5,397 15,476 13,699
5,226 4,655 14,137 12,223

*The number of reporting banks throughout the country increased from 757 on January 3, 1919, to 809 on March 19, 1920. 
the same time the reporting banks in this district increased from 65 to 73.

In

T h e contraction  in bank cred it in this d istrict in 
dicated  above has on ly  a partial counterpart in the 
loan accounts o f the Federal R eserve B ank o f N ew  
Y ork . T h e loans and investm ents o f this bank 
stood  at their high poin t on February 27, when the 
tota l was 1,148 m illions, to  which should be added 
48 millions of paper which this bank  had rediscounted 
with other Federal R eserve Banks and carried as a 
contingent liability. B y  M a rch  19, how ever, the 
tota l o f these tw o item s had been reduced to  1,069 
millions, a decrease in three weeks o f 127 m illions 
o f bank borrow ings, w hich was ow ing very largely 
to  the redem ption  of certificates o f indebtedness 
m aturing on M arch  15 and partly  to  a tem porary 
repletion o f funds pending the collection  o f checks 
drawn in paym ent o f incom e taxes. T h e rediscounts 
w hich this bank  m ade w ith other Federal R eserve 
Banks in order to  restore its reserves, were at their 
high p oin t on M arch  12, when they stood  at 85 
m illions, but on  M arch  19 were dow n to  slightly 
less than 20 millions.

T h e gold  reserves o f this bank stood  on M arch
19 at 477 millions as com pared with 527 m illions on

February 20, and a high poin t o f 880 m illions in
1918. Since February 20 gold  has been w ithdraw n 
from  this bank for  export, chiefly to  South A m erica, 
in the am ount o f $33,610,000, and $6,000,000 has 
been received from  Canada. This ban k ’s circu la
tion  o f Federal R eserve notes has undergone a slight 
increase in the four weeks, from  $817,400,000 on 
February 20 to  $837,700,000 on M arch  19, abou t 
$10,000,000 above the high poin t for 1919, reached 
at the end o f the year.

T h e effect o f these m ovem ents has been a gradual 
im provem ent in the figures published weekly show 
ing the ratio o f reserves to  com bined  net deposit 
and note liability, which stood  on February 20 at a 
low  p oin t o f 37.1. T h e  corresponding figure on 
M arch  19 was 38.8.

B ank clearings for the first week o f the period  
were the low est in any w eek since late in the sum m er 
o f 1919. T he increase at the close o f the period, 
particu larly in N ew  Y o rk  C ity , reflected renewed 
stock  exchange activ ity . T h e totals for each week 
o f the current period  were as follow s:

(000 OMITTED)

Week Ended
Feb. 25.......
Mar. 3 .......
Mar. 10.......
Mar. 17.......

New York City
Six Cities Outside 

New York City
Entire
District

$3,750,232 $131,975 $3,882,207
5,190,718 158,223 5,348.941
4,473,374 123,859 4,597,233
5,258,759 151,972 5,410,731
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FEDERAL RESERVE AGENT AT NEW YORK 3

R a te s  exchange m oney m arket have been
m ore stable than during the pre

ceding period, and rates have averaged below  the 
figures quoted  during January and February. In  
the last week of February, when m oney rates were 
at their m axim um  for the current period, 10 per 
cent, was the highest rate for call loan renewals, and 
15 per cent, was the highest for new loans. This 
com pares with renewal quotations at 17 p ercen t, for 
several days early in February, when new loans 
were m ade as high as 25 per cent. T he som ewhat 
easier conditions which have prevailed this m onth 
are attributable, in large part, to  the greatly dim in
ished activ ity  in the stock  m arket during the first 
tw o weeks, and later to  the m aturing throughout 
the cou n try  o f abou t $840,000,000 certificates of 
indebtedness, o f which approxim ately $268,000,000 
were redeem ed in this district. T h e activ ity  o f the 
stock  m arket together w ith the prospective dem and 
for funds for tax paym ents was reflected in a rise in 
call m oney rates F riday, M arch  12, to  15 per cent., 
bu t follow ing the paym ent o f certificates and pending 
the collection  o f checks drawn in paym ent o f taxes, 
rates eased off gradually to  7 and 6 per cent. T im e 
loans, which had been practica lly  unobtainable at 
from  9 to  10 per cent, on all-industrial and 8 to  9 
per cent, on m ixed collateral, w ith lenders in m ost 
cases dem anding paym ent o f m aturing obligations, 
have lately been renewed m ore freely at 8 per cent, 
on m ixed collateral and 8 ^  per cent, on all-industrial, 
but little new m oney is forthcom ing.

Offering rates for com m ercial paper and accep t
ances, taking the period as a whole, have been firmer, 
indicating the true position  o f the m oney m arket. 
C om m ercial paper distribution continues consider
ably below  the norm al volum e, though  dealers re
cently have reported larger sales. T h e m arket 
advanced  to  a 7 per cent, level, but lately rates 
have shaded tow ards 6 %  per cent, for best paper. 
Few  city  banks are buying. A cceptances m oved  
slow ly through the greater part of the period, with 
a broader sale reported  outside during the last tw o 
weeks, particularly to  savings banks and industrial 
and country banks. Dealers are m aking special 
efforts to  encourage the drawing o f bills in small 
units, as they find a readier m arket under present 
conditions. Their offering rates fo r  prim e bills were 
advanced to  6 and per cent, early in the period, 
while the Federal R eserve B ank raised its m inim um  
purchase rate for prim e indorsed bills one-quarter 
o f 1 per cent, and is now  buying at from  5 ^  to  5 %  
per cent, according to  maturities.

Money In general, conditions in the stock T h e  S t o c k  T h e decline in stock  prices, w hich 
M a r k e t  had been in progress since N o v e m 

ber, was sharply reversed during the 
past th irty days. In  a rapid rise, m ainly in the final 
tw o weeks of the period, the m arket recovered nearly 
all o f the losses sustained during the drastic liquida
tion  o f the latter part o f January and February. 
C hief am ong the influences contributing to  this m ove
m ent were easier m oney conditions, the adoption  of 
the R ailw ay Bill, and the return of the railroads to  
private ownership, stronger foreign exchanges, and 
the decisions o f the Suprem e C ourt in the Steel C or
poration , the stock  d ividend, and the railway valua
tion  cases. T h e m ost im portant in its effect on the 
m arket was the stock  dividend decision, w hich fixed 
the status o f stock  d ividends as free from  incom e 
taxes under the present law, and therefore opened 
the w ay for the declaration o f such d ividends b y  
m any corporations w hich have recently added 
m aterially to  their capital ou t o f earnings.

N o t since the speculative m ovem ent o f last fall has 
the m arket displayed such activ ity . D a ily  sales 
after the first week in M arch  averaged well over a 
m illion shares, and on tw o occasions the tota l fell just 
short of tw o m illion shares. Prices to  M arch  20 o f 
the active speculative stocks advanced  50 to  100 
points or m ore, while an average o f tw enty-five 
industrial stocks, from  a low  level o f 101, reached 
in the second week of February, rose 23 points to  124, 
or on ly  3 points below  the highest price average thus 
far this year. T w enty-five  railroad stocks averaged 
10 points above the low est prices on  record  for this 
group, w hich had been reached during the February 
liquidation.

February stock  sales aggregated 21,729,000 shares. 
This is the largest tota l on record for that m onth  since 
1905, and represents an increse o f 2,075,000 shares 
over the January tota l, b u t is approxim ately 2,- 
000,000 below  the figures for D ecem ber.

T h e  B o n d  T h e general m ovem ent o f bond  
M a r k e t  prices has been upw ard during the

past th irty  days, am ounting to  an 
advance o f approxim ately 2 points in the average o f 
40 listed issues from  the record  low  levels reached 
during the second w eek in February. T h e average, 
how ever, is still roughly 2 points below  the high 
poin t o f the year established in January and approx- 
m ately 6 points below  the price level at this tim e 
last year. Practica lly  all classes o f bonds suffered a 
tem porary setback in the latter part o f February. 
L iberty  issues showed the sharpest reactions at that 
tim e, establishing new low  records for the 3 }^  per

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



4 REPORT ON BUSINESS CONDITIONS

cents., the first and second 4 per cents., and b oth  
V ictory  issues. Subsequently these issues m ade 
substantial progress in recovery.

Strength of the A nglo-French  loan and Japanese 
sterling bonds was notew orthy in the foreign govern 
m ent group. A nglo-F rench  bonds advanced to  
above 98, as com pared with a low  price of 9 3 ^  early 
in February, on  strong buying m uch of which was 
reported  to  have originated w ith the British G overn 
m ent. Preparation  for m eeting this issue at 
m aturity was a later factor influential in the rise. 
The Japanese issues apparently have been influenced 
largely b y  the fluctuations in sterling exchange. T he 
Japanese G overnm ent is reported  to  be buy in g  these 
bonds in L on don  b u t we have learned of no orders 
of this character p laced in this m arket for several 
m onths, T ota l bon d  sales for February were $300,
400.000, w hich, though  a record for that m onth, is 
$62,000,000 below  the tota l of January sales.

T h e  sale in this m arket of E uropean internal se
curities rendered attractive b y  prevailing rates of 
foreign exchange is reported to  be increasing in 
volum e, though it is probable that the total volum e 
of this business is exaggerated. Inquiry  am ong 
dealers is basis for the estim ate that $600,000 to  
$650,000 a day w ould am ply cover the aggregate. 
Germ an m unicipal obligations have been particularly 
in dem and. Canadian bonds payable in Canada or 
in N ew  Y ork  continue to  en joy  a good  m arket here. 
I t  is estim ated that approxim ately $138,000,000 of 
Canadian m unicipal and provincial obligations and of 
the Canadian V ictory  loan have been sold since the 
first o f O ctober.

N e w  N ew  corporate financing during
F in a n c in g  January and February, though be

low  the high level attained in O c
tober, was still heavy. T he high record in O ctober 
was $391,000,000. February issues aggregated $202,-
528.000, a considerable shrinkage since the sharp 
January rise to  $338,000,000, b u t approxim ately 
level w ith the D ecem ber am ount, $223,000,000. I t  
is estim ated that betw een 25 and 35 per cent, o f last 
m on th ’s issues were used to  refund or pay  off m atur
ing obligations. M arch  m aturities, accord ing to

estim ates, approxim ate $59,000,000, against $91,- 
000,000 during February.

T he new issues were pu t out on bases to  yield  high 
returns, necessitated b y  the scarcity of m oney. T he 
general level o f rates for prim e issues which com m and 
sales are from  to  1 per cent, above the level o f a 
m onth ago, and reflect the subm ission of borrow ers 
to  the conditions of the m oney supply.

F o r e ig n  Q uotations for the principal E u ro-
E x c h a n g e s  pean exchanges have fo llow ed  an 

erratic course in the last four weeks. 
Sterling, which touched  a low  p oin t o f 3.18 in F eb 
ruary, rose to  3.81 and then lost about one-half o f its 
advance, w ith a subsequent recovery to  near the high 
figure o f the m ovem ent. Francs, w hich had reached 
a figure o f 15.15 to  the dollar, rose to  12.94, and a 
similar recovery took  place in lire, which rose from
19.72 to  17.48. There was a sensational rise in marks 
from  the low  of 1.01 to  1.66, w ith a subsequent re
lapse to  around 1,30. A  part of this general recovery 
was probab ly  due to  a speculative rebound from  the 
low  figures reported in February, w hich had carried 
French, English, and Italian exchange very m arkedly 
below  any approxim ate parity  w hich m ight be ca lcu 
lated from  the relative price level o f these countries 
and our own. F or exam ple, since 1914 English prices 
have risen som ething like 200 per cent, as against our 
148 per cent., the February index figure reported  b y  
the Bureau of Labor. This means that relative to  
prices prevailing in 1914 it now  requires the equ iva
lent o f $300 in English m oney to  purchase goods to  
the am ount o f $250 in A m erica, which im plies a price 
level difference o f on ly  abou t 16 per cent. I t  is 
evident from  this th at a depreciation  of English ex
change, extending to  m ore than double this, was the 
produ ct o f the tem porary pressure o f bills and p rob 
ably also of speculative pressure rather than the re
flection o f the relative value o f the tw o currencies. 
Particularly im portant factors in the rise o f sterling 
were the reports that gold  shipm ents were under w ay 
from  L on don  to  N ew  Y ork , and the assurances given 
b y  the British G overnm ent o f the paym ent at 
m aturity in O ctober o f $500,000,000 A nglo-French  
bonds.

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

England.....................
France........................
Ita ly ...........................
Spain..........................
Argentina..................
China (Hong K ong).

FEBRUARY 21 FEBRUARY 28 MARCH 6 MARCH 13
High Low High Low High Low High Low
3.47M 3.35)4 3.41 M 3.35)4 3.68% 3.40% 3.81 3.53

13.22 14.38 14.12 14.34 13.60 14.24 12.94 14.02
17.65 18.30 18.14 18.38 17.84 18.34 17.48 18.17
17.52 17.20 17.40 17.30 18.00 17.40 18.00 17.65
43.25 43.25 43.75 43.50 43.65 43.50 43.65 43.25
98.50 97.00 97.00 96.00 101.00 97.00 100.00 94.00

149.00 147.00 147.00 143.00 152.00 143.00 146.00 133.00
48.125 48.00 48.00 47.75 48.00 47.125 48.75 47.00
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FEDERAL RESERVE AGENT AT NEW YORK 5

O u r  F o r e ig n  February exports were about 10 
T r a d e  Per cent, larger in dollar value than

a year ago, while im ports were tend
ing upwards in m uch greater proportion . D ep a rt
m ent of Com m erce returns for February show ex
ports for $646 m illions as com pared with $722 
millions in January and $586 m illions in February 
one year ago. Im ports were $467 m illions as com 
pared with $474 m illions in January and $235 millions 
in February of one year ago.

F or the three m onths o f N ovem ber, D ecem ber 
and January, the increase, in the value o f exports, 
was about 26 per cent., or slightly above the increase 
in average prices during the year. Im ports on the 
other hand showed a quite considerable increase, b y  
volum e m ore than one-half over the 1918-1919 period. 
From  E urope the increases in the value o f im ports 
were notable; 418 per cent, from  G reat Britain, and

Division and Country

Grand Total.......
Europe.................
South America...
Asia......................
France..................
United Kingdom.
Canada................
Japan....................

*Decrease.

395 per cent, from  F ran ce ; while in volum e our ex
ports to  those countries decreased slightly.

There is a persistent b u t erroneous belief that the 
war brought great changes in the direction  o f our 
trade. F or the sam e three m onths o f 1913-1914, 
E urope took  abou t tw o-th irds o f our exports and sent 
us nearly one-half o f our im ports. This w inter its 
proportion  o f our exports was very nearly the same. 
On the other hand, the percentage o f the value o f our 
im ports declined very considerably , falling to  about 
one-quarter o f the total. T h e largest increase in im 
ports w as in the d irection  o f Asia, w hich actually sent 
us this winter m ore goods than E urope. T h ey  were 
m ore than double that o f even a year ago, while on 
the other hand the proportion  o f our exports going to  
Asia changed very little. A  com parison for the prin 
cipal divisions and countries fo llow s :

AMOUNT--IMPORTS AMOUNT--EXPORTS
Nov.-Jan. Nov.-Jan. Per Cent. Nov.-Jan. Nov.-Jan. Per Cent.
1918-19 1919-20 Increase 1918-19 1919-20 Increase

$674,886,554 $1,279,465,990 89.6 $1,710,674,706 $2,155,382,162 26.0
67,952,346 319,676,847 370.5 1,029,692,311 1,389,720,085 35.0

138,861,398 215,788,107 55.4 111,024,537 104,967,075 5.4*
157,838,721 347,334,407 120.1 149,882,171 194,301,245 29.6
10,398,930 51,539,249 395.6 187,867,750 213,724,945 13.8
26,968,516 139,869,919 418.6 526,013,806 626,451,491 19.1

122,531,741 143,588,719 17.2 215,455,502 219,483,657 1.9
64,775,545 150,258,173 132.0 91,284,556 125,622,760 37.6

P r e s e n t  
T e n d e n c ie s  
in  F o r e ig n  
T r a d e

I t  is reported  to  us that there is a 
som ew hat slackening dem and from  
foreign countries where our dealings 
have been largest. There have been 
few  cancellations o f orders contracted  

b y  im porters abroad, and there have been few , if any, 
dem ands for concessions on losses resulting from  the 
gyrations in foreign exchange, but som e decline in 
forw ard orders. E ngland is reported  as turning 
elsewhere for supplies; especially to  South Am erica. 
Principally  this has affected our grain m ovem ents to  
B ritain and the C ontinent which have felt the expan
sion o f shipm ents from  A rgentina and Chile. E xports 
o f cotton  to  the British Isles are still h eav y ; bu t G er
m any, form erly a heavy purchaser, is returning to  the 
m arket very slow ly. T he em bargo and the recent 
strike are influences adverse to  a large outflow  of 
coal. In  the iron and steel trade the situation is 
som ew hat m ore active. A ll E uropean  countries are 
in the m arket for rails and rolling stock  in general. 
Shippers o f crude oils and petroleum  products, also, 
are finding little d ifficulty in p lacing orders abroad 
and are expecting an increased dem and, w ith the 
same true, to  a less extent, o f m anufactured articles. 
France and G erm any are purchasers o f copper on a 
slightly increasing scale. Sim ultaneously there has

been a heavy decline in foreign  orders of packers ’ 
products. T he losses in tonnage have fallen largely 
on our shipping and a grow ing supply o f b ottom s 
is reported  with a corresponding decrease of m arine 
freight rates. Foreign  buying o f leather dw indled 
considerably during January and February, although 
a fairly good  business had been done up to  the tim e 
of the severe breaks o f sterling below  $4. There is 
still a dem and, though  n ot general, for light and 
patent leathers, due to  the fa ct that this is p ra c
tically  the on ly  m arket for such leathers. F o o d 
stuffs are m oving slow ly, and storage warehouses 
have in m any cases reported  that the bulk  o f goods 
on hand were products o f this class, the outward 
m ovem ent o f which had been checked b y  the de
clining rates o f exchange.

C a n a d ia n  W hile C anada ’s exports since 1914
T r a d e  have steadily exceeded her im ports,

her trade balance with the U nited 
States has been adverse. C anada ’s im ports from  
the U nited  States during January were $74,500,000 
as against $71,000,000 in D ecem ber, and $57,000,000 
in January, 1919. E xports to  the U nited States 
were $43,500,000 in January com pared w ith $41,- 
000,000 a year ago. H er trade with the U nited
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States, excluding im ports and exports o f capital, 
during the last three years is given  in the follow ing 
table, w hich shows a dim inishing balance adverse 
to  C anada :

IMPORTS EXPORTS BALANCE
191 7   $829,845,747 $401,479,287 $428,366,460
191 8  ............ 741,336,304 433,182,149 308,154,155
191 9  740,580,225 454,686,294 285,893,931

T h e percentage of her tota l im ports received from  
the U nited  States has risen from  59 per cent, in 
1910 to  82 per cent, in 1919.

C anada is also a constant im porter o f capital, 
and while before the war, the greater part o f this 
cam e from  E ngland, the U nited States has now  b e 
com e the chief source o f such funds. T ota l Canadian 
bond  sales in the U nited  States increased from  
$54,000,000 in 1914 to  $199,000,000 in 1919 while 
such sales in U nited  K in gdom  decreased from  $186,- 
000,000 in 1914 to  $5,000,000 in 1919. I t  is esti
m ated that the tota l Am erican investm ent in Canada 
approxim ates $1,250,000,000.

T h e course o f exchange betw een the U nited States 
and Canada, how ever, cannot be explained solely 
b y  the trade and financial relations betw een these 
tw o countries. Practica lly  all exchange transactions 
betw een Canada and E ngland are m ade through 
N ew  Y o rk  and even in norm al times sterling ex
change in Canada depends on sterling in N ew  Y ork . 
W hen sterling exchange reached its low est levels 
around the first o f February, N ew  Y ork  funds in 
Canada reached a prem ium  of 17 per cent, and have 
now  decreased to  approxim ately 12 per cent, as 
sterling has gradually recovered.

I t  is reported that som e A m erican firms share 
with their custom ers in Canada one half the loss 
due to  depreciated exchange, and in m any cases 
long credits are granted with the expectation  that 
all exchanges will tend to  norm al levels. A nother 
practice that helps to  m aintain a com m on  level of 
prices in the tw o countries while exchange is at a 
discount is that m any Am erican firms practica lly  
ignore the exchange in quoting prices and do  n ot 
w ithdraw  their funds from  Canada but allow  them  
to  rem ain there for investm ent.

P r ic e s  a n d  T he chart reproduced on the first 
P r o d u c t io n  page o f this report is designed to
a n d  B u s in e s s  sh° w the, rate, o f increase in the 
a . . volum e oi production  or ten or the

 ̂ m ost im portant basic com m odities
of this country from  1900, com pared w ith the prices 
o f a large num ber o f  com m odities and the general 
trade m ovem ent as reflected in bank clearings ou t

side of N ew  Y ork  C ity . T h e  line show ing the p h y 
sical volum e o f production  includes the basic p ro 
ducts, cotton , corn , wheat, w ool, p ig  iron, copper, 
lead, coal, petroleum  and sugar. T h e second g iving 
the index o f bank clearings outside o f N ew  Y ork , 
represents the nom inal am ount o f clearings d ivided  
b y  the Bureau o f L a b or ’s index figure for com m odity  
prices so as to  elim inate the d istorting influence of 
the heavy rise in the price level during and since the 
war. N ew  Y ork  C ity  bank clearings are om itted  
so that the factor o f stock  m arket operations m ay 
be excluded as far as possible. T h e third line gives 
the Bureau of L a b or ’s com m odity  index itself. I t  
will be seen that during the war the rate at which 
production  increased was alm ost exactly  the same 
as for pre-w ar years and even at a lesser rate than, 
for exam ple, for the years from  1908-06. T he d e
crease for 1919, though the sharpest in any of the 
tw enty years shown, was under 6 per cent. I f  we 
regard speculation in com m odities as an inseparable 
part o f “ trade”  the index of bank clearings is gen
erally regarded as an excellent barom eter o f business 
a ctiv ity . This index likewise shows no rem arkable 
rate o f expansion during the war. C ontrary to  the 
production  curve it shows a slight increase for 1919 
over the previous year but it is to  be observed that 
this is n ot borne out b y  figures o f railw ay traffic 
and similar indices o f business volum e. T h e one 
very striking fact that stands out is the extraordinary 
rise in prices which began tow ards the close o f 1915 
and has continued w ith  on ly  a brief recession up to  
the present tim e.

R e t a i l  R etail buy ing has been som ew hat
T r a d e  quieter than in the m onth  preceding

and stocks are slightly larger on an 
average than a m onth  ago. Sales totals are n ot 
bounding ahead as rapid ly and som e stores are 
attem pting to  rem edy this decrease o f sales units b y  
having special reduction  sales. In  som e quarters 
consum ers are turning from  higher priced  goods, 
while in others cheaper grade m erchandise is a  drug 
on the m arket. There is som e evidence that the 
ultim ate consum er is cu tting dow n his purchases 
except when necessity forces him  to  buy . T h e 
retail jew elry business seems to  have lost b u t little 
m om entum  in spite o f the five m onths strike settled 
early this m onth. Prices for jew elry have been 
upw ard, and likewise for cloth ing, and though  the 
im pression is that the general price peak m ay be 
near at hand, little tangible evidence has thus far 
presented itself in retail trade. Prices that do 
retreat are abou t offset b y  others which advance. 
C redit-giving is being w atched m ore closely.
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C o m m o d it y  F or the first tim e since last 
P r ic e s  D ecem ber D u n ’s and B radstreet’ s

indices as o f M arch  1 failed to  record 
a further increase in the level o f wholesale com m od ity  
prices, while an index of tw elve basic com m odity  
prices m aintained b y  this bank shows a slight decline 
from  the high level o f February first. A  com parison  
of the m ovem ents o f  this latter index w ith that of 
tw o other price indices is given  in the diagram  shown 
below . This index is m ade up from  the tw elve m ost 
im portant basic com m odities, in w hich the m arkets 
and speculation are freest and price changes the m ost 
rapid. I t  includes the three largest crops, corn, 
cotton  and w heat; the three ch ief m etals, iron, 
copper and lead ; the tw o chief fuels, coal and p etro 
leum ; and hogs, hides, rubber, sugar and lum ber. 
I t  will be seen that since the arm istice, this basic 
index shows no such sharp advance, as for exam ple; 
the Bureau o f L abor index, w hich is m ade up of 
nearly four hundred com m odities, and includes m any 
m anufactured or finished articles. W hile the latter

since the arm istice has risen 20 per cent., our basic 
com m odity  index has risen less than 5 per cent.

T he m om entum  of the great price rise in the last 
four years, has been cum ulative in its effect on the 
general level of wages and costs, and has carried 
them  out of proportion  w ith  the prices of basic m a
terials, on which both  the wages and industries of 
the country rest. This is generally the afterm ath of 
such a rise, or fall. In  general, speculative prices 
will m ove m ore rapid ly than wages, and reach their 
turn sooner. I f  our basic index holds below  the 
high poin t of February 1, it will p robab ly  definitely 
indicate that the peak of wages and costs o f m anu
facture has been reached.

F a ilu r e s  C om m ercial failures for February,
as reported  b y  D u n ’s A gen cy , were 

the smallest yet recorded for that m onth. F or this 
district there were b u t 75 failures w ith liabilities o f 
$1,062 322 as com pared with 102 failures one year ago 
with liabilities o f $2,686,546. This was a decline 
even from  the low  record o f January.
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C o t t o n  S pot cotton  this m onth touched  a
new level at 41 cents., slightly above 

the poin t reached in D ecem ber, which was the highest 
figure know n in N ew  Y ork  since 1866. This is in the 
face o f the fact that while exports are well above 
those o f last year, th ey  are still far below  those o f pre
war years. D om estic m ill-takings for February, 
516,594 bales, continued the high rate for January, 
and brought the tota l for the season from  A ugust 1 to  
3,659,795 bales, or abou t 10 per cent, m ore than a 
year previous. E xports for the same period increased 
over 40 per cent. A  serious shortage o f labor is re
ported  in the south, w ith a threatened further cur
tailm ent o f acreage, if n ot of p rod u ction ; b u t this is 
n ot y et in evidence, and early reports to  the N ational 
G inners’ A ssociation  indicate som e acreage increase.

I r o n  a n d  Figures for February steel produc-
M e ta ls  tion  indicate that the ou tp u t is still

considerably below  the peak attained 
during the war. This is in spite o f the high prices 
prevailing and a m aterial increase in wages. The 
unfilled tonnage o f the Steel C orporation  is still in
creasing, and stands at the highest figure for the last
18 m onths. B oth  Bessem er billets and open hearth 
are quoted  at $60 to  $65 at P ittsburg, and Bessem er 
pig at around $43. A ll the mills are far behind their 
orders and all accounts agree that the dem and is con 
siderably in advance o f the supply. In  appearance 
on ly the conservatism  o f the steel com panies has pre
vented a runaw ay m arket. British prices have like
wise shown an advancing tendency during the m onth. 
P ig  iron is now  being quoted at £10  and over, or nom 
inally about 15 per cent, above A m erican prices, a 
striking exam ple o f the price changes which the war 
has w rought. There has been no notable change in 
the copper m arket, and producers continue to  quote 
18j^  cents for M arch  and A pril deliveries. Som e 
forw ard business has also been accepted  at the 
sam e figures. P rodu ction  is now  reckoned at not 
over 60 per cent, o f m axim um , which has resulted in 
a large reduction  o f surplus stocks. Lead production  
has n ot m aterially increased though prices rem ain 
high, w ith a quotation  o f 93^ cents at N ew  Y ork . In  
zinc there has been an active dem and and the m arket 
is steady at 8 %  cents. T h e tin m arket is steady at 
about 63 cents, N ew  Y ork  quotations. T he index 
figure for the m etal group in D u n ’s list on M arch  first 
stood  at the highest p oin t since the arm istice.

B u i ld in g  Prospects for  continued activ ity  in
O p e r a t io n s  building are shown in the reports of 

contem plated  p ro jects  given  b y  the 
F . W . D od ge  C om pany, which for this district were

alm ost as high as in January, reaching a tota l o f 
$104,654,800. A ctual contracts awarded, how ever, 
am ounted on ly  to  $36,374 800, which was less than 
half those o f January.

I m m ig r a t io n  A lien arrivals and departures at 
the P ort o f N ew  Y ork  continue to  

d isappoint the expectations o f a resum ption o f our 
im m igration influx. F or the seven m onths since 
last July the tota l o f alien em igrants exceeded the 
incom ers b y  m ore than 57,000. T h e figures fo llow :

IMMIGRATION EMIGRATION
July........................................  9,432 25,354
August................ ...................  9,430 32,901
September............................... 20,577 29,746
October................................... 24,641 25,300
November...............................  17,557 36,459
December...............................  34,529 21,996
January..................................  25,057 25,051
February................................. 22,086 24,379

Total............................  163,309 221,186

Current advices to  the principal steam ship lines 
here indicate no im m ediate change in prevailing 
conditions. This is a m atter o f  m ore than ordinary 
interest. There never was in the U nited  States a 
tim e o f m ore general em ploym ent at high wages 
than now . Y e t  in the face o f this, fifteen m onths 
after hostilities definitely ended, there were fewer 
arrivals in February than departures. M a n y  aliens 
w ho had been in this cou n try  during the war were 
attracted  hom e b y  the natural wish to  look  after 
their fam ilies and the rem nants o f their fam ilies’ 
property . I t  is to  be n oted  also that a large num ber 
of the returning aliens carried with them  very  hand
som e war earnings. T h ey  found  excited  specula
tion  in land, and m any w ho returned early m ade 
fortunes in the rise.

E m p lo y m e n t  A ccord in g  to  the prelim inary an
alysis o f February reports received 

from  m anufacturers in N ew  Y ork  State b y  the State 
Industrial Com m ission, there appears to  have been a 
slight decline in the am ount o f em ploym ent in N ew  
Y ork  factories. T h e decrease reported, how ever, 
am ounts to  little m ore than 1 per cent, but is the first 
decline shown in four m onths and com pares w ith a 
reported increase o f 3 per cent, in both  N ovem ber and 
D ecem ber. The average weekly earnings o f fa ctory  
workers in February continued at peak and shows 
an increase of 20 per cent, over February, 1919, 
and 113 per cent, over 1915. Ind ications for M arch  
are for a still further increase. A  strike o f coast
wise longshorem en was begun on M arch  20 with 
dem ands for wage increases o f from  10 to  15 per 
cent.
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