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REVIEW OF THE MONTH.

With the opening of the year 1922 gencrally
better business and financial conditions have
undoubtedly developed abroad
as well as in the United States.
The upward trend of produc-
tion and the stronger banking
position in the United States are unquestioned.
Similar conditions have been in evidence in
Europe, and particularly in England. Indi-
cations of a more satisfactory situation are
seen first of all in the more regular and stable
production outlook, in the prospect of in-
creasing exportation, and in a more even
balance of trade, Great Britain having very
nearly effected an equilibrium between exports
and imports, as well as in a somewhat improved
budgetary situation. These factors have an
important bearing not only upon European
conditions themselves but also upon the re-
lation of European countries to the United
States. They also necessarily influence in an
important way the cxport trade situation of
the United States, as is seen in the fact that,
as foreign countries . have increased their
exportation relatively to importation (both
absolutely declining), a reverse movement has
been going on in this country. The result is a
nearer approach toward stability in inter-
national and industrial relations than has
existed at any time in the recent past. The
natural outcome of this more even and bal-
anced state of things in our foreign trade has
been reflected in the position of the exchanges.

The general upward movement of the foreign
exchanges, which has continued since last
autumn with only minor set-
backs, reached a high point at
about the 1st of March. Since
then rates have eased off somewhat, but the
significant fact remains that the recent high
levels to which many of the exchanges have
risen have been well maintained and the under-

Restoration of
normal  condi-
tions.

Improvemeni
of the exchanges.

tone of the market has been distinctly firm
during the greater part of the month. The im-
provement has been especially noteworthy in
the case of sterling, while the position of francs
and lire has been bettered in lesser degree.
German marks, on the other hand, have not
shared in the recent display of strength, but
instead have dropped below the point reached
last November, thereby establishing a new
low record for German exchange. So far as
the recent weakness of the mark is concerned,
it is worth while to note that much of the per-
sistent selling during March seems to have
emanated from German sources. At the same
time, a number of international banking
houses which are believed to have been lending
their support to the British and French cur-
rencies have not had a like interest in the Ger-
man mark. Some of the more conservative
bankers in this country have expressed the
view that the advance in the value of sterling
has proceeded at too rapid a rate if estimated
upon a basis of economic merit. A number of
constructive factors in the exchange situation
have, however, made themselves felt within
the past month or two. Among them may be
mentioned the equalization of foreign trade
balances, already referred to, both abroad and
in our own trade relations. Apart from the in-
fluence exerted by improvement in foreign
Government finances, the fact that progress is
being made in reducing currency inflation in
Great Britain and to some extent elsewhere has
had a favorable reflex effect. Of significance
also in connection with the advance in foreign
exchange quotations is the increased volume
of foreign dollar loan flotations in the United
States, the immediate effect of which has been
to place at the disposal of foreign countries
dollar balances capable of being utilized in the
exchange market for the purchase of foreign
currencies as needed. All these elements in
the situation are reflected in the following brief
379



380

FEDERAL RESERVE BULLETIN.

Apnin, 1922,

summmary of the movement of the principal
currencies during March:

NooN Buvine Rares ror CApLi TRANSFERS IN
New Yorxk.
i = |
Date British , French — Italian | German
ate. pound. ! frane. | lira. ; mark,
; i :
March, 1921, average. ........ $3.9110 | S0.0703 ! $0.0385 . $0.01595
January, 1992, average. . .....| 4.2248 L0816 ¢ .0437 | .00520
February, 1922, average...... 4.3620 0873 ~.0401 - 00481
March, 1922, average . ........ 4,3757 . 0900 L0511 1 . 00358
¥ob. 27,1922 4.4322 0920 . .0533 :  .00434
Mar. 6, 1922, 4.3956 | 0904 ¢ L0519 | .00396
Mar. 13, 1922 4.3206 L0881 . 0490 .00378
Mar. 20,1022 4.3796 L0897 . L0507 - 00336
Mar. 27,1922 4.3728 0899 . 0308 | 00295
|

While, however, there has thus been an evi-
dent and considerable technical improvement
in foreign exchange quotations, it remains true
that so long as the various currencies continue
to lack a common basis or standard of reference,
they will lack the stability or continuity of
value which is essential to the restoration of
permanently sound conditions.

Before the war, when currencies were on a
gold basis, price levels in various parts of the
world tended to bear a fairly
constant ratio to one another,
because gold furnished a gen-
erally accepted means of payment for trade
balances and thus connected the price levels
of various countrics. Foreign bankers then
stood ready to balance international indebted-
ness by the shipment of gold, and the metal
was usually exported when the cost of remitting
bills: of exchange on a given foreign country
exceeded the cost of gold shipments by more
than a narrow margin. If internal prices in
any one country declined, there was apt to be
an increased demand for goods from abroad,
and if this process was carried far enough it
led to high rates of exchange on the country of
low prices, and eventually to the import of
gold. The increase in foreign demand, com-
bined with the acquisition of. gold, tended
then to bring prices in that country more
nearly into harmony with prices elsewhere.
As internal prices rose, foreign demand de-
clined, gold was no longer imported, and
foreign exchange rates tended to fall. This
kind of adjustment between international price

Prices and ex-
changes.

levels is now absent, because countries have

not been in a position to ship gold fully to settle
trade balances. Foreign exchange rates still
indicate to a certain extent, however, the posi-
tion of trade balances and show the relative
purchasing power of currencics in terms of one
another, but there are frequently wide devia-
tions between internal and external currency
values as expressed by internal prices and
foreign exchange rates. Since there is to-day
no generally accepted international medium of
exchange, the most available way to reach
conclusions as to relative purchasing power of
currencies is found in comparison of the internal
price levels of a group of countries all converted
into terms of dollars. In that way some notion
of relative progress toward price stability can
be obtained. Such a study shows that in the
last six or eight months there has been a closer
parity between international price levels than
has existed since the war.

At the beginning of 1919 prices in the
United States were a little loss than twice
as high as they were beforc
the war. In England they
were about two and a quarter
times as high; in France, Italy,
and Sweden between three and three and a
half times as high. Under normal conditions
foreign exchange rates would have shown
similar depreciation, but at that time exchange
rates were stabilized near their prewar values
by international agreements between the vari-
ous Governments and therefore did not react
to the true depreciation of the internal pur-
chasing power of these currencies. With the
unpegging of the exchanges, however, there
was a rapid fall in the dollar purchasing power
of the European currencies, and by August,
1919, prices in the United States, England,
France, and Italy, expressed in terms of dol-
lars, were relatively adjusted to the values of
the different currencies. In the autumn and
winter of 1919 prices advanced in all these
countries, but at the same time there was a
greater depreciation in the French and Italian
exchanges than the internal price levels war-
ranted. The result of this was that whereas in
February, 1919, the dollar purchasing power of
the currencies of these two countries had been
abnormally high, by February, 1920, they were

- Course of in-
ternational price
levels.
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abnormally low as compared with the American
price level. In other words, at this latter date
the dollar had a much larger purchasing power
in France or Italy than at home, while the
reverse had been the case in February, 1919.
This overdepreciation of French and Italian
values, as well as the more extreme case of
German mark depreciation, continued through
1920, but in the case of France and Italy had
become of relatively small importance as early
as the fore part of 1921.

Changes in the gold purchasing power of
francs, lire, and dollars moved in fairly close
harmony throughout the past year. Since the
summer of 1921 there has been an even closer
agreement between DBritish and American
prices, due to the continued fall of prices there
and the relative stablhty of prices here. On
the other hand, prices in Germany, when fig-
ured in terms of dollars, continue to be very
much lower than elsewhere. In the accom-
panying table are furnished index mnumbers
which represent in a general way the com-
parative price levels in important countries, all
expressed in terms of dollars. These indexes
were obtained by multiplying the price index
of each foreign country by a relative showing
the depreciation of the exchanges in terms of
dollars.
inTERNAL PrI¢CE LEVELs oF Forrien CouNTrIES IN

Terus or GorLp, AS COMPARED WITH THE AMERICAN
Price LEvVEL.

5 UmtcdI

TSJt‘gg;eesd m- 5“: i Italy. |France ! 1&‘;{},
[ :_,___. e

1919—February. . 189 217! 376 } 2610 323 ...
August.... 218 223 298 220 246 .........
1920—TF ebruary 242 227 ¢ 244 | 179 . 202 , 176
August........ 234 245 286 1 171 l 108 ¢ 155
1921—February ..... 154 180 § 208 116 | 140 161
\ugust. . 142 146 ¢ 156 , 121 - 133 - 92
September . 143 1421 148 126' 130 &3
October. ...... 141 149 . 150 ¢ 123 124 80
November. ... 140 44 - 1510 127 124 33
December..... 138 147 157 137 . 133 . 79
1922—January....... 138 147 | 158 | 127 . 133 86
February. . 142 150 . 162 } ........ ; 138 99

Abnormally low for that period, owing to break in foroxgn oxchange
rates resulting from political factors. Internal prices did not adjust
to exchange rates.

It is apparent from this table that at the
present time there is tolerably close equilibrium
of DBritish, French, Italian, and American
prices, but that Swedish prices are still abnor-
mally high and German prices abnormally

low. This progress in the restoration of in-
ternational comparability of prices upon a
basis similar to that which existed before the
war is of utmost importance. It tends power-
fully to restore foreign trade to a normal
condition and to abolish unfair competition as
well as to regularize gold movements.

Since the beginning of the year the improve-
ment in the condition of the Bank of England
and of the Bank of France, Whlch
was increasingly evident during
the latter half of 1921, has been
well sustained. As a matter of
fact, there was a fairly continuous decline in
the liabilities of both banks, with a general
strengthening of reserve ratios. The note
issues of the Bank of England fell from
£107,000,000 outstanding at the end of De-
cember to £103,000,000 on March 8. Tempo-
rary advances to the state, after showing a
marked reduction from £200,000,000 at the
end of December to £116,000,000 at the end
of January, advanced and declined again, and
stood at £128,000,000 on March 4. Currency
notes outstandmg showed a steady decline
from £326,000,000 at the end of December to
£298,000,000 on February 23, but in the fol-
lowing week expanded slightly to £300,000,000.
At the same time deposits, both public and pri-
vate, advanced from £122,600,000 at the end of
December to £138,200,000 on March 8. The
note issues of the Bank of France show no
material change, though indicating a slight
downward tendency. Advances to the Gov-
ernment were less by 2,700,000,000 francs
on March 9 than at the end of December,
when they amounted to 24,600,000,000 francs.
While these facts point to a strengthening of
the position of these central banks since the
beginning of the year, the rise in exchange
during recent weeks is not to be attributed
solely to these changes. So far as Germany is
concerned, the improvement in exchange that
was in evidence until the middle of February
took place in spite of a progressive deterioration
in the condition of the Reichsbank. Note cir-
culation rose from 113,639,000,000 marks at
the end of December to 115,376,000,000 marks -
at the end of January and 120,026,000,000
marks at the end of February. Loan Bank

Banking and
currency situa-
tion abroad.
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note (Darlehnskassenscheine) circulation, which
has become a much less important factor,
fell somewhat during the same period, from
8,325,000,000 marks at the end of December to
7,977,000,000 marks on February 28. Dis-
counted Treasury bills decreased from 132,331,-
000,000 marks at the end of December to
126,160,000,000 marks at the end of January,
rising again in February to 134,252,000,000
marks on the 28th. The real basis of improve-
ment in exchange is undoubtedly attributable
mainly to economic causes, particularly to
the progressive development of sounder con-
ditions in production and trade, mnot only
between the United States and European
countries but also between the European
nations themselves. The basis for this view of
the situation can be understood from a brief
analysis of some of the salient facts in the case.

During the past few months there has been
a moderate contraction in the value of mer-
chandise exported from the
United States to Europe. Im-
ports from Europe, on the other
hand, have somewhat increased, with the result
that our “favorable” balance of trade in the
months beginning with last November has been
much reduced from the level of the earlier
months of last year. In our trade with Kurope
the excess of exports over imports has in recent
months been running at the rate of about
$1,000,000,000 a year (as compared with
$1,600,000,000 for 1921 and over $3,200,000,000
in 1920). Our largest European customers in
1921 were Great Britain, Germany, France,
Ttaly, Netherlands, and Belgium, in the order
named. Two-fifths of our total exports to Eu-
rope last year went to Great Britain and some-
what less than one-fifth of the total was shipped
to Germany, while France and Italy each re-
ceived about one-tenth of the total. Nether-
lands and Belgium together accounted for
slightly over one-tenth of the total, leaving
approximately -one-tenth of our European ex-
ports to be divided among the Scandinavian
countries and the rest of Europe. The mer-
chandise balance between the United States
and Furope is shown in the accompanying

Our trade with
Europe.

table for the years 1913, 1920, and 1921, and
for selected months in 1921 and 1922.
TRADE OF THE UNITED STATHS WitH EUROPE.
{In thousands of dollars.}

United ! | Ger- | Total
Kingdom.i Frence.| Italy. | pone \Burope.
Year 1913:
Exports........... 500,732 | 153,923 | 78,675 | 351,931 |1,499,573
Imports...........; 271 955 138,934 55,322 184 211 4 666
Excess of exports..| 318,777 | 14,080 | 23,353 | 167,720 634,907
Yoar 1920:
Exports........... 1,825,033 | 676,191 | 371,762 | 311,437 4,466,091
Imports........... 513,847 165 655 a,357 88,836 |1, 227 843
v Excelsq ofexports. .|1,311,186 alo 536 | 296,405 222 601 3,238, 248
ear 1
Exports........... 942,107 1 224,942 | 215,463 | 372,325 (2,363,918
Imports........... 238 797 111 88a 62,290 2 764,942
Excess ol exports..; 703,310 83 57 | 53,173 292 045 11,598,976
January, 1921:
Exports........... 110,794 ' 35,825 | 29,357 | 48,812 | 325,219
Imports........... 17,438 10 012 3,339 | 4,630 59, 579
Excess of exports..; 93,356 25,813 26,018 : 44,182 265,640
October, 1921: !
prorts © 84,953 | 26,051 | 18,5541 26,261 | 196,284
Imports 19 215 10 877 ,914 ¢ 7,624 66,7'30
Excess of oxpor 65,738 | 15,374 | 11,640 ' 18,637 | 129,554
\Iovember, 1921: |
TXpOrts. cunennn... 60,901 | 19,262 | 13,249 24,3267 153,319
Imports-......... 20888 | 13,930 | 5,607 | 5013] 70,243
Excoss ofexports..; 39,013 | 5,382 7,642 | 18,413 83,106
December, 1921: i
Exports ........... 69,008 | 17,249 | 15,001 i 21,786 l 155,063
Imports. .......... 24,626 | 11484 | 5303 ' 73721 72,73
Excess of exports 44,472 5,765 9,608 | 14,414 ' 82,330
January, 1922: ! . |
Exports ........... ) 64,8531 17,730 9,266 | 23,669 | 148,939
Imports............ 20,805 ' 10,654 4,500 ¢ 7,223 | 68,113
Excess of exports..! 44,048 { 7,076 4,676 . 16,446 : 80,826
February, 1922: ! ! i !
BEDOTLS. .ennnn... | 53,3001 16,054 [ 5,637 ¢ 22,083 | 128,956
Imports. . ..eex.... {26,490 | 11,688 | 31801 8,901 ! 'L 485
Iixeess of exports..; 26, 8‘)1 4 398 2,457 * 13,152 ' 57,471
! : ;

The real bearing of the facts thus set forth
and of the circumstances that our foreign claims
are now being eﬂ’ectively financed is understood
when they are studied in comparison with the
international trade balance which had previ-
ously been developed.

A definite reversal in the balance of trade of
the United States took place during the last
two months of 1921. In con-
trast to the monthly increases
in the total unfunded balance
due us from abroad, which had been steadily
accumulating since 1919, the figures for the
months of November and December, 1921,
showed that the excess of merchandise exports
over imports was more than counterbalanced
by net imports of gold and the “invisible” pay-
ments made by the United States, resulting in
a small contraction in the balance previously
outstanding. During the first two months of
the current year the recent tendency has con-
tinued, especially in February, when the excess

International
trade balance.
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of merchandise exports over imports was only
$34,000,000. The foreign trade returns for
January and February, 1922, give exports of
merchandise as $530,000,000, while imports are
reported at $434,000,000, leaving an excess of
exports of $96,000,000 for these two months.
The inflow of gold to this country has recently
fallen off somewhat, but during the first two
months of the year net imports of the metal
amounted to $53,000,000. Deducting this
sum from the merchandise balance just re-
ferred to leaves a net addition to our in-
ternational trade balance from these visible
sources of only $43,000,000 in the two months
under consideration. On the other hand, the
flotation of foreign loans in this country has
been on a large scale in recent months, totaling
over $160,000,000 during January and Febru-
ary. Although payments to foreigners for
shipping services have lately increased some-
what, they have probably no more than equaled
the earnings which American shipowners have
derived from foreigners, so that at the present
time this item of the balance is of small influ-
ence either way. Immigrants’ remittances,
while perhaps somewhat reduced from the aver-
age rate of 1921, have continued to flowfrom the
United States in substantial volume, and there
are also the items of tourists’ expenditures and
relief to be considered as offsets to our visible
export balance. It is evident, then, from a
consideration of the foregoing factors, that our
export balance has been much more than com-
pensated as a result of our invisible payments
during these months.

The change which has taken place in the
trade of the United States during the past
. year has been accompanied by
ofl;‘;:lf:::omlmde similar changes in European
trade. The decreased value
of imports and exports is due in part to the

lower prices which have prevailed in most |

countries since the spring of 1920, but in
part it represents a fundamental change in
the demand for goods. In most Furopean
countries the decline in imports during the
past year has been greater than the decline
in exports. This decrease in the demand for
imported goods in Europe indicates in some
measure progress in -the recovery from war
conditions and improvement in the produc-
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tion of food and raw materials, but in many
countries the decline in import trade is the
result of disorganized currency and credit
conditions and represents inability to buy
goods abroad rather than the lack of desire
to do so. Countries whose productive capac-
ity was little affected by the war, such as
Great Britain, Sweden, and Norway, are suf-
fering from the effect of unsettled conditions
in other Fluropean countries. Since the for-
eign demand for their products has so greatly
decreased, they have been obliged to curtail
their own purchases abroad. It is encourag-
ing, however, that several of the important
countries of Kurope have been able within
the last few months more nearly to balance
their current import and export trade. In
the case of Great Britain the decrease in both
exports and imports has been very large dur-
ing the past year. Her import surplus has
steadily decreased. In 1921 her visible im-
ports exceeded visible exports by £277,000,000,
and it is estimated that this sum was almost,
if not entirely, compensated by the earnings
of her banking, insurance, and shipping com-
panies, and by interest on investments. In the
first two mounths of 1922 the British balance
of trade has shown still further improvement.
In the month of February the excess of visible
imports over exports (£870,000) was less than
in any other month since the beginning of the
war period. The following brief table com-
pares British trade in the first two months of
1922 with trade in the corresponding months
of 1920 and 1921.

ForeieN TrRADE OF GREAT BRITAIN DURING JANUARY

AND FEBRUARY.

" [In thousands of pounds sterling.]

— i
I Exports | :
i Imports B ?t' h : Ree%:- Tota\tl Ex‘;:ie -
i *| Britis orts. | exports.
I produets.; r r imports.
i i
1990 eeeeeennn... | 353,778 | 101,844 | 48,068 | 230,012 | 113,866
19210 cemiiaanaa.. | 214,015 | 160,978 © 17,959 | 178,937 35,078
1022 ceeeinennnea.. ‘ 145, 863 ; 121,452 18,633 i 140,115 5,748
—

French foreign trade statistics for the month
of December, 1921, show that during that
month the value of imports into France
exceeded exports by about 1,000,000,000
francs, although in the earlier months of the
year the balance of trade had turned in the
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opposite direction. The excess of imports in
December is probably accounted for in part by
receipts of foreign grain, as French harvests
during the past year were not large enough to
supply all domestic needs, in spite of the fact
that they showed improvement over the year
previous. French export trade in 1921 in
general showed great improvement. The ex-
cess of imports over exports amounted to
1,995,000,000 francs in 1921, as compared with
23,010,000,000 francs in 1920, and it is esti-
mated that the greater part of this excess
represents imports from Germany on repara-
tions account. The decline in French imports
of raw materials from 41,872,000 metric tons
in 1920 to 32,448,000 tons in 1921 has been
attributed by some observers to the slackening
of industrial activity in France in the past
year. It should be noted, however, that im-
ports of this class of goods in 1921 were only
slightly less than the average importation of
raw materials in the five years before the war,
which amounted to 32,855,000 tons.
The lack of adjustment between the internal
and the external value of German currency and
. . consequently in the external
Special posi- o q internal value of German
tion of Germany. . N
goods, noted in a preceding
paragraph, has resulted in large exports of
German manufactures at low prices and im-
ports of food and raw materials at high prices,
with a resulting ‘‘unfavorable balance” in the
value of German trade. The policy of the Ger-
man Government in the regulation of prices
of foodstuffs, rents, and freight rates, and the
continued depression of exchange rates by
the selling of marks abroad, have combined
to keep German internal and external prices
apart. In the last few months, however, the
Government has been making a conscientious
effort to increase export prices; freight rates
have been increased, and on February 16 the
bread subsidy was materially decreased. These
new regulations, combined with the growing
shortage of goods in Germany, have resulted
in higher prices, and there has been an im-
provement of several million paper marks
in the value of German export trade. In
December, 1921, and January, 1922, the excess
value of exports amounted to. 850,000,000
paper marks and 1,760 000,000 paper marks,

respectively, as compared with an excess of
imports in October of 4,153,000,000 paper
marks. It should be observed, however, that
the increase in the value of exports can be
attributed to increased prices only in part
It is also due to larger shipments of goods.
Many of the goods being exported now were
ordered in November, when German prices in
terms of gold were at their lowest, and the
increase in the volume of German export trade
has been very striking in the past few months.
Exports from Germany weighed only 1,145,000
metric tons in May, 1921, as compared with
2,027,000 metric tons in January, 1922. These
figures are particularly significant when it is
recalled that they do not include deliveries on
reparations account.

Foreign trade figures for Italy show an in-
crease in the value of imports and exports in
recent months. The Italian Government dis-
carded the usec of “official valuations” in com-
piling foreign trade statistics in the middle of
1921, and from July on. the value of the trade
is available as it was declared by individual
importers and exporters. These figures show
a steady increase in both exports and imports
from July through November (the latest month
for which figures are available). They also
show a surplus of imports, the highest occur-
ring in October, whoen the import surplus
reached 418,000,000 lire. This is smaller,
however, than the monthly excess in 1920.

The following table represents the available
figures on the foreign trade balances of the
principal European countries:

ForeieN TrRADE oF THE PRINCIPAL EUROPEAN COUNTRIES,

1

Monthly surplus of | Ratio of impors
visible imports . to export trade

_ over exports. ! (per cent).

Country.  Currency.

_ 1013 ‘ 1920 | 192 1913 | 1920 | 1921
X | i - i i [

4 H H ]
Great Brit- | Thousands of |11, 160 ;31,618 23,036 ; 82.6 ‘ 80.4 1 74.6
ain!  pounds ster- Cod ‘ ;
i ling. i ; :
France......, Millions of 128 | 1,080 ; 2166 ; 81.7 . 53.9 | 91.5
; _ francs. ; . : |
Italy........ * Millions of lire. 94 6712 | 3328 : 69.1 : 49.2 | 65.6
Germany.... Mllli}\ons of 185 | (5) 61,510 | 9.7 () : 84.6
i marks. i ; ! |
Sweden.....; Millions of kro- 3 w! 15lesy (08.0 85.8
! nor. : ] . ‘
149 . 657 7LT 41,11 49.2

Norway... ..... do.......... 13 |

1

1 Including reexports.

2 Calculated on the basis of 1919 value units.

3 On the basis of July-November trade. January-June not availabie
on a comparable basis.

4 Gold marks,

¢ Not available.

¢ Paper marks.
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In the present unsettled state of European
currencies, it is difficult to measure the effect
of improvement in the balance of trade upon
oxchange rates. In the case of a country like
Great Britain, which has a relatively stable
currency basis, and which has steadily reduced
its unfunded balance abroad by shipments of
gold as well as goods, the effect of an improve-
ment in the balance of trade is more or less di-
rect. Itis clear that a part of the improvement
in sterling quotations on New York in the past
six months can be attributed to improvement
in the DBritish balance of trade. On the
other hand, in the case of Germany, with its
billions of paper marks held abroad and its
inflated currency system, decreased imports
and increased exports are obviously of less
effect in determining current exchange rates
as long as the improved trade balance does
not refleet improved currency and credit con-
ditions within the country.

After a period of uncertainty, it has been
agreed to hold the Genoa cconomic conference
on April 14. The reply of
the Government of the United
States to the invitation of the
Italian Government was sent on March 8, and
was as follows:

Genoa confer~
ence.

DEPARTMENT OF STATE,
Washington, Merch 8, 1922.

ExcrrieNcy: I have the honor to acknowledge the re-
ceipt of Your Excellency’s note transmitting the invita-
tion addressed by the Italian Government to the Govern-
ment of the United States to take part in an economic
and financial conference to be convened at Genoa pur-
suant to the resolution adopted on January 6, 1922, by
the allied Governments in conference at Cannes.

T have also received your later notes with respect to
American representation, the proposed agenda, and the
postponement of the date of the conference.

Since the receipt of Your Excellency’s first note the'

question of American participation in the proposed con-
ference has had the most earnest attention. I am sure
that you will realize that the Government of the United
States must take a deep interest in any conference which
holds promise of effective measures to promote the eco-
nomic rehabilitation of Burope, since not only do we
keenly desire the return of prosperity to the peoples who
have suffered most severely from the wastes and disloca-
tions of war, but it is also manifest that there can be no
improvement in world conditions in the absence of Euro-
pean recupcration. It is with this sympathetic spirit,
and with the utmost reluctance to withhold its support
from any appropriate effort to attain this object, that the
Government of the United States has examined the

resolution adopted at Cannes and the suggested agenda
for the conference.

I regret to inform Your Excellency that, as a result of
this exdmination, it has been found impossible to escape
the conclusion that the proposed conference is not pri-
marily an economic conference, as questions appear to
have been excluded from consideration without the sat-
isfactory determination of which the chief causes of
economic disturbance must continue to operate, but is
rather a conference of a political character in which the
Government of the United States could not helpfully
participate. This Government can not be unmindful of
the clear conviction of the American people, while de-
sirous, 28 has been abundantly demonstrated, suitably to
aggist in the recovery of the economic life of Europe, that
they should not unmnecessarily become involved in
Furopean political questions.

It may be added, with respect to Russia, that this
Government, anxious to do all in its power to promote
the welfare of the Russian people, views with the most
eager and friendly interest every step taken toward the
restoration of economic conditions which will permit
Russia to regain her productive power, but these condi-
tions, in the view of this Government, can not be secured
until adequate action is taken on the part of those chiefly
responsible for Russia’s present economic disorder.

It is also the view of this Government—and it trusts that
this view is shared by the Governments who have called
the conference—that, while awaiting the establishment of
the essential bases of productivity in Rusgia, to which
reference was made in the public declaration of this Gov-
ernment on March 25, 1921, and without which this Gov-
ernment believes all consideration of economic revival to
be futile, nothing should be done looking to the obtaining
of economic advantages in Russia which would impair the
just opportunities of others, but that the resources of the
Russian people should be free from such exploitation and
that fair and equal economic opportunity in their interest,
as well as in the interest of all the powers, should be pre-
served. While this Government does not believe that it
should participate in the proposed conference, it sincerely
hopes that progress may be made in preparing the way for
the eventual discussion and settlement of the fundamental
economic and finanéial questions relating to European re-
cuperation which press for solution.

Accept, Excellency, the renewed assurance of my
highest consideration.

(Signed)

His Excellency

Senator Vrrrorto Roraxpi Riccr,
Ambassador of Italy.

CuarLEs B, Huenzs.

The whole question of international invest-
ment of capital and the rehabilitation of foreign
countries is evidently assuming
freshimportance. Thisispartly
due to the fact that the market
for capital has improved and that the possi-
bility of placing capital issues is now con-

International
investment.
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siderably greater than on former occasions. In
the United States particularly, the number of
offerings of foreign bonds, especially of foreign
Government bonds, has been largely increased
within the past few months.

The following table, prepared for the Federal
Reserve Board by the Guaranty Trust Co. of
New York, sets forth the total of foreign dollar
loans issued in the United States during 1921
and 1922 to March 15, 1922, including certain
Treasury notes and other loans not offered for
public subscription:

[[n thousands of dollars.]

\
19214 | 1922 (Lo Mar. 15)
{ Gov- ‘ Gov-
Country. c i ern-t C . I;rx;l-t
orpo- | men oL po- ent i m ¢
ratign I and | Total.: ratlon and | Total.
| raunic- | munic- !
ipal. i ipal. |
SN

Australia ! 12,000 , 2,500 * .

Duich Ea%t Indles .............. '

Belgium. . .

Denmark. .

France...

Poland.

Argentina

Bolivia.

Brazil

Chile. ..

Paraguay...

Uruguay........

MexICO..urvnrnecenn

Central Amerlca
and other L.. .
Canada
Newfoundland
B T

650, 303 | 31,500

161,917 |488, 3%6

lIncludes Lﬂ.pltal issues by companies havng properties in more
than one country.

2 Tstimate of The Monetary Times, Toronto, Jan. 6, 1922.

8 Approximate.

Recognizing the increase of the demand for
American capital, the Department of State has
issued aletter to American bank-
ers, in which it has laid down
the principles which it believes
should govern the placing of loans in the United
States. The statement referred to was issued
on March 3 and was in part as follows:

The flotation of foreign bond issues in the American
market is assuming an increasing importance, and on
account of the bearing of such operations upon the proper
conduct of affairs it is hoped that American concerns that
contemplate making foreign loans will inform the Depart-
ment of State in due time of the essential facts and of sub-
sequent developmentsof importance. Responsible Ameri-
can bankerswill be competent to determine what informa-
tion they should furnish and when it should be supplied.

Our foreign fi-
nancial policy.

American concerns that wish to ascertain the attitude
of the department regarding any projected loan should
request the Secretary of State, in writing, for an expression
of the department’s views. The department will then give
the matter consideration and, in the light of the informa-
tion in its possession, endeavor to say whether objection
to the loan in question does or does not exist, but it should
be carefully noted that the absence of a statement from
the department, cven though the department may have
been fully informed, does not indicate either acquiescence
or objection. The department will reply as promptly
as possible to such inquiries.

The Department of State can not, of course, require
American bankers to consult it. It will not pass upon
the merits of foreign loans as business propositions, nor
assume any responsibility whatever in connection with
loan transactions. Offers for foreign loans should not,
therefore, state or imply that they are contingent upon an
expression from the Departient of State regarding them,
nor should any prospectus or contract refer to the attitude
of this Government. The department believes that in
view of the possible national interests involved it should
have the opportunity of saying to the underwriters con-
cerned, should it appear advisable to do so, that there is or
is not objection to any particular issue.

An important step in the adjustment of our
international financial relations was taken by

Work of the Congress in the passage of the
funding commis- foreign debt funding bill on
sion. February 9, which reads in
part as follows:

That a World War Foreign Debt Commission is hereby
created consistingoffivemembers, one of whom shall be the
Secretary of the Treasury, who shall serve as chairman, and
four of whom shall be appointed by the President, by and
with the advice and consent of the Senate.

Src. 2. That, subject to the approval of the President,
the commission created by section 1 is hereby authorized
to refund or convert, and to extend the time of payment
of the principal or the interest, or both, of any obligation
of any foreign governmnent now held by the United States
of America, or any obligation of any foreign government
hereafter received by the United States of America (in-
cluding obligations held by the United States Grain Cot-
poration, the War Department, the Navy Department, or
the Ametican Relief Administration), arising out of the
World War, into bonds or other obligations of such foreign
government in substitution for the bonds or other obliga-
tions of such government now or hereafter held by the
United States of America, in such form and of such terms,
conditions, date or dates of maturity, and rate or rates of
interest, and with such security, if any, as shall be deemed
for the best interests of the United States of America:
Provided, That nothing contained in this act shall be con-
strued to authorize or empower the commission to extend
the time of maturity of any such bonds or other obligations
due the United States of America by any foreign govern-
ment beyond June 15, 1947, or to fix the rate of interest at
less than 4% per centum per annum: Provided further,
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That when the bond or other obligation of any such
government has been refunded or converted as herein
provided, the authority of the commission over such
refunded or converted bond or other obligation shall ceage.

Src. 3. That this act shall not be construed to authorize
the exchange of bonds or other obligations of any foreign
government for those of any other foreign government, or
cancellation of any part of such indebtedness except
through payment thereof.

Sxc. 4. That the authority granted by this act shall
cease and determine at the end of three vears from the
date of the passage of this act.

Src. 5. That the annual report of this commission shall
be included in the Annual Report of the Secretary of the
Treasury ou the state of the finances, but said commission
shall immediately transmit to the Congress copies of any
refunding agreements entered into, with the approval of
the President, by each foreign government upon the
completion of the authority granted under this act.

The improvement in general business condi-
tions in leading foreign coun-
tries was indicated above. Simi-
larly, the past half year has
been a period of business readjustment in the
United States. This process is still continuing,
as will be seen in the Federal Reserve Board’s

usual indexes of current production and market-
ing condltlons, which are presented herewith.
Tho process is well illustrated by the slacken-
ing observed in the textile industry, which was
among the first to revive, at the same time
that the steel industry shows further progress,
although not yet operating on the same scale
as a year ago.

Index of busi-
ness conditions.

[000 omitied.]
!
j February, 1921.| February, 1922.' January, 1922
. i
) :
Mata) ¢ Rela- i Rela- Rela-
» Total. | Foe” | Total. | iee™ | Total. | o
R S | .
Reeeipts of live stock' X i :
al 15 western mar- : i |
kets (head). ....... 4,738 | 100 4,811 101.6| 5,144 | 108.6
Receipts of grain at * i :
17 interior centers i i
(bushels).......... 66,5150 100 (105,278 | 158.3 | 97,265 | 146.2
Sight rech]p i H
eotton (bales). .... 745, 100 462 | 62.0 865 116.1
Shlpments of lumber' | i
reported by three i i
associations (mil- , : |
lion feet).......... 338 4 100 682« 126.8 712 132.4
Bituminous coal pro- : :
duction (shoti ! !
LONS). e nvennnnnnno; 30,851 1 100 | 40,951 | 132.7 ; 87,600 121.9
Anthracite coal pri 0- | B
duction (tons)..... 7,701 | | 100] 67621 8.8 6,258 81.3
Crude petroleum pro-: | i
duction (barrels)..' 35, 366 { 100 | 41,163 © 116.4 | 43,141 122.0
Pig iron productxon i
(long tons)..ec...., 1,937 . 100 | 1,630 i 842 1,639 84.6
Steel ingot produc- ; ! [
{ion (long tons).... 1,749 | 100 1,742 99.6 | 1,593 91.1
Cotton consumptlon ' | N
(bales). .cooeeannn o395 100 473 | 119.8 527 133.5
Wool consumption | ; |
(pounds).......... | 36,204 100 ! 63,244 | 174.7 | 61,192 169.0

During February, 1922, the net inward
movement of gold totaled $26,969,000, com-
pared with a net inward move-
ment of $25,708,000 for the
month of January. Sweden,
England, Denmark, and France are credited
with $23,725,000, or 83 per cent of the $28,-
701,000 of gold imported during February.
The effect of the miners’ strike in South Africa
and of the curtailed output and shipments of
South African gold to London is scen in a
gradual decrease of gold arrivals from England.
On the other hand, gold receipts from Sweden
and Denmark, representing largely Russian
gold sent to this country by the soviet authori-
ties in payment for food supplies, show a con-
siderable increase. In addition, substantial
gold imports for the month are credited to
Canada, British Oceania, and Colombia. Gold
exports during the month totaled $1,732,000.
and were consigned to British India, Mexico,
Spain, Hongkong, and Canada. Net imports
of gold since August, 1914, totaled $1,594,-
785,000, as may be seen from tho following
exhibit:

Gold and sil-
ver movements.

[Tn thousands of dollars.]

« ' Trnapt Excess of
: Imports. © Exports. imports.
Aug. 1, 1914, to Dec. 31, 1918 1,776,616 705,210 | 1,071,406
Jan. 1 to Dec. 31, 1919. . 76, 531 368, 185 1291, 651
Tan. 1 to Dec. 31, 1920.. . 417,068 392,091 94,977
Jan. 1to Dec. 31, 1921... L 691,267 23,891 667,376
Jan. 1to Feb. 28,1922............ 55,272 2,595 52,677
Total. e, ' 3,016,757 | 1,421,972 | 1,504,785

1 Excess of exports.

The month witnessed net exports of silver
totaling $2,321,000, compared with net im-
ports of $2,519,000 for the preceding month.
Mexico furnished about 77 per cent of the
$4,771,000 of silver imports during the month,
the remainder coming chiefly from Peru,
Canada, and Germany. Of the silver exports
for the month amounting to $7,092,000, about
60 per cent went to the Far Ifast and over 30
per cent to China alone. Iingland is credited
with over 27 per cent of the silver exports for
the month, though the ultimate destination of
these silver shipments is probably also the
Far Kast. Net exports of silver since August,
1914, totaled $443,063,000, as may be seen
flom the exhibit followmg
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[In thousands of doltars.}
Imports. | Exports. E;‘g%ﬁg
Aug. 1, 1914, to Dee. 31, 1918....... 203, 592 483,353 279,761
Jan. 1 to Dec. 31, 1919............. 89,410 239, 021 149,611
Jan. 1 to Dec. 31, 1920.... J060 | 113,616 25, 556
Jan. 1 to Dec. 31, 1921.... 63,242 | 51, 575 1 111, 667
Jan, 1 to Feb. 28, 1022, 10267, 11,069 198
TOtal. e eeeeeeeeeeennnns 455,571 | 898,634 443,063
t

1 Excess of imports.

Moderate liquidation of loans and invest-
ments totaling $47,000,000, accompanied by an
increase of $277,000,000 in de-
posit liabilities, and a much
smaller reduction in borrowings
from the Federal reserve banks, are the out-
standing features of development in the bank-
ing field during the four weeks between Feb-
ruary 15 and March 15, as indicated by the
weekly statements of condition of over 800
member banks in leading cities.

The banking
situation.

Weekly figures of loans secured by Govern- |2

ment obligations extended by the reporting insti-
tutions show a steady decrease from $442,000,-
000 to $410,000,000, loans secured by corporate
obligations fluctuated between $3,092,000,000
on February 21 and $3,135,000,000 on March
15, while other loans and discounts, largely of
a commercial character, with the exception
of one week, remained practically stationary
at about $7,360,000,000. Changes in the in-
vestment block affeet primarily the holdings of
Government securities, largely in consequence
of the extensive credit operations of the Gov-
ernment in connection with the March 15
income tax payments. The effect of these oper-
ations on the status of the reporting member
banks is seen in a reduction since February 15
of $68,000,000 in Victory notes, as against
increases of $49,000,000 in Treasury notes and
of $6,000,000 in Treasury certificates. The
banks report also an increase of $11,000,000 in
their holdings of United States bonds and a
reduction aggregating $24,000,000 of their
investments in other securities.

Aggregate borrowings of the reporting insti-
tutions from the Federal reserve banks show
a continuous decrease during the four weeks
from $378,000,000 to $226,000,000, or from

2.6 per cent to 1.5 per cent of the banks’ com-~
bined loans and invéstments. The share which
these borrowings constitute of the total dis-
counts held by the Federal reserve banks shows
a further drop from 48.1 per cent on February
15 to 38.2 per cent on March 15, compared
with 77.3 per cent on March 18 of a year ago.

The following exhibit presents in summary
form the course of member bank development.
during the period under review:

REPORTING MEMBER BANKS.

[In millions of dollars.]
‘ ; | Redis ;
Loans i |
Number | and dis- | S8 | Ratioof | o
Dab of re- ! counts | payable i | demand
ate. i porting | an | Paye ‘modation v
! %anks. i invest- | E‘%‘ (3+2). | deposits.
. { menis.! | [F: B.
} | i banks.
] 1
[T 2 i 3 4 5
! | |
R i
i 807'i  14,68L | 378 2.6| 19,321
. 807 14542 321 2.2 10,245
Mar. S07 0 14,515 318 2.2 10, 349
Mar, 8......ounae. 806 | 14,327 255 1.8 10,334
Mar. 15... ..., | 805 i 14,637 226 1.5 10, 598

1 Including rediscounts with Federal reserve banks.

Federal reserve bank figures, which cover the
four-week period between February 21 and
March 22, indicate further liquidation of
$105,400,000 of discounted bills, an increase of
$4,400,000 in the holdings of purchased accept-
ances, and a reduction of $6,500,000 in Pittman
certificates. Other Treasury certificates show
an increase up to March 8 of $27,400,000. On
the following Wednesday seven of the Federal
reserve banks held a total of $167,000,000 of
special certificates to cover advances to the
Government pending collection of income tax
checks and of funds from depositary institu-
tions. These certificates were redeemed dur-
ing the following week and on March 22 the
total of the item, $143,700,000, was only
$10,000,000 in excess of the total shown four
weeks earlier. while total earning assets of the
reserve vanks, $1,146,200,000, show a decrease
of $12,800,000 from the February 21 total.
Gold holdings of the reserve banks show a fur-
ther gain for the period of $29,900,000, while
total cash reserves increased by $23,800,000.

Members’ reserve deposits reached ahigh level
of $1,845,500,000 on March 15, the increase
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for that week representing mainly credits to
member bank account for matured Treasury
certificates. During the following week, as
income tax checks drawn on the banks were
cleared and collected, this increase was entirely
wiped out, the March 22 total of $1,667,800,000
being $9,200,000 below the total shown four
weeks earlier. Government deposits, after
reaching a low figure of $16,800,000 on March
15, increased to $66,400,000 at the close of the
period, while other deposits, including cashiers’
checks, reached a maximum of $51,200,000
on March 15, apparently in connection with in-
come tax payments, but declined to $40,400,000
on the following Wednesday. Federal reserve
note circulation increased by $23,900,000 dur-
ing the first two weeks, but declined by about
$14,000,000 during the following two weeks.
Principal weekly changes in the condition of
the Federal reserve banks during the period
under review are shown in the following exhibit:

FepeErat RESErRvE BaANKs.
[In millions of dollars.]

]
Bills discounted. i
[ edx Ft Ri j
Cash ecur S| Total |20 posarve
Date. reserves. Gm em | am |deposits. g:_’g&ﬁ: 1" ratio.
ment | other. tion.
obliga- | !
H tions. | :
—— I I S I N
| .
Feb. 21........ i 3,080.8 282.0 | 439.3 1,772.2 | 2,173.5 78.1
Mar. 1 .| 8,080.8 285. 4 | 422.2 1 818.4 | 2,197.0 76.7
Mar. 8.........| 3,09+.0 238.5 ' 392.5 1 780.1 | 2,107.4 71.8
Mar. 15.. . 3,101.4 229.1 | 362.7 1 913.5 | 2,188.6 | 75.6
Mar. 22.. .| 3,104 6 227.1 | 388.8 l 774.6 | 2,183.4 | 78.4
i

The Division of Analysis and Research,
which has heretofore had headquarters at 50
Broad Street, New York City,
will be transferred to Washing-
ton, D. C., with headquarters
there after May 1, 1922. Mr. H. Parker
Willis, who has been director of the division
since its organization, has resigned, effective
July 1, 1922.

Personnel and
organization.
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BUSINESS, INDUSTRY, AND FINANCE, MARCH, 1922.

The outstanding feature in business development during the past few weeks has been the
improvement in basic industries, including steel, especially railway equipment, copper, and other
metals. A marked increase in the production of automobiles has also been a feature of the month.
Building activity, which has been on the upgrade for several months past, continues its growth,
February permits being about 40 per cent in excess of those of February, 1921, while the advance
is still continuing.

As against this favorable trend in the physical volume of production in basic lines is the
fact that a variety of conditions have operated to offset the encouraging improvement which
has been noted in textiles during the winter months. Prominent among these unfavorable
influences are the disturbed relations with labor, but uncertainty as to cost of production and
lack of forward orders have produced a depressing effect in those districts where no labor
troubles have made themselves felt. No important changes have been observed in other manu-
facturing lines, such as leather, boots, and shoes. :

Agriculturally the month has been one .of favorable development considering the season.
Winter wheat prospects are reported good in most parts of the country. Cotton planting
indicates increased acreage, although a heavy infestation of boll weevil is predicted. A larger
use of fertilizer is also reported in some sections. Prospects for deciduous fruits are reported
encouraging. Labor conditions in the agricultural regions are regarded as satisfactory. A
material increase in the demand for labor, largely the natural seasonal growth, is reported-
from most districts.

According to official figures a marked, even if still limited, decrease in unemployment is
under way. This is partly due to the greater activity of basic industries already referred to
and partly to seasonal growth of demand for labor, but offsetting it must be mentioned the
voluntary unemployment growing out of strike conditions, both present and prospective.

In trade, both retail and wholesale, the tendency has been on the whole downward, although
not pronouncedly so. In certain districts seasonal activity has resulted in an absolute increase
in particular lines of wholesale trade, as, for example, in the case of shoes and dry goods. Retail
trade, on the other hand, is uniformly lower than it was a month ago or than it was at this time
last year. This is in a large measure due to postponement of buying resulting from the lateness
of the season, but is also in part due to a longer continuance of unemployment, A

The movement of commodities to market during the month has been very satisfactory.
Increase in car loadings has been noticeable in many parts of the country. Grain shipments
during February have been larger than in any month since October, 1921. A satisfactory move-
ment of live stock and meat products is also reported. Better carnings of railroads demonstrate
the growth in freight tonnage which has been a striking feature of recent weeks.

The advance in the index number of wholesale prices shown by the Federal Reserve
Board’s compilation amounts to 4 points for the month. This change is largely due to
the advance in the prices of agricultural products. In wholesale lines some declines have taken
place, but prices have been tolerably firm, although, where they have been so, restriction of the
activity of trade has been a feature. 'The process of evening up prices through interindustrial
adjustments is still incomplete.

TFinancially the month has shown but little change. Discount and interest rates have not
moved materially. Toreign trade shows a somewhat further decline, with a much closer approach
to adjustment of export and import figures both here and abroad. Increasing stability in for-
eign exchanges, with the exception of marks, has been the rule. Further liquidation of frozen
loans in the West and South has been effected, and reports from these parts of the country show
that a satisfactory line of credit is being extended for the planting of new crops. Increasing
specie reserves and declining portfolios in Federal reserve banks show that there has been no
increase in the demand brought to bear by member banks for commercial accomodation.
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AGRICULTURE.

The quantity of grain stored on the farms
on March 1, 1922, was considerably smaller
than on March 1, 1921. Stocks of oats have
registered the greatest reduction and are 41
per cent less than a year ago, while stocks of
wheat are 40 per cent less, stocks of barley
37 per cent less, and stocks of corn 16 per cent
less. The condition of winter wheat has shown
marked improvement during March. District
No. 10 (Kansas City) reports that the wheat
plant is making a very favorable showing in
the eastern and southern parts of Kansas, and
that recent rains and snows in Oklahoma have

reatly aided the crop. The drought has been
%roken in the Texas Panhandle, according to
district No. 11 (Dallas), and that section now
has the brightest crop outlook in many years.
Reports also indicate that the condition of
winter wheat is good in district No. 8 (St.
Louis), but severe sleet and ice storms have
caused considerable damage to winter grains
in district No. 7 (Chicago). District No. 9
(Minneapolis) states that winter wheat is in
splendid condition, as it has been well pro-
tected by snow. Plowing and preparation of
soil for corn is now in progress in most of the
Southern States and sceding of oats is under
way in Missouri, Kansas, and Oklahoma.
Planting of sugar cane in Louisiana has been
hampered by wet and cold weather, but the
cane already planted is reported to have cs-
caped damage. '

COTTON.

The final ginning report on the 1921 cotton
crop showed total ginnings of 7,976,665 run-
ning bales. The price of middling upland cot-
ton at New Orleans on March 15 was 16.75
cents, which is the same price as prevailed on
February 15. There is a general tendency
throughout the cotton belt to hasten planting
of the new crop, as an early start helps to mini-
mize the depredations of the boll weevil. Dis-
trict No. 11 (Dallas) reports some increase in
cotton acreage this year, and states that timely
rains have put the soil in a condition which
should be conducive to the quick germination
and growth of the plant. Reports from dis-
trict No. 6 (Atlanta) indicate an increased
acreage and a tendency to use fertilizers. In
district No. 5 (Richmond) rain and snow have
delayed spring planting, while the gencrally
mild winter has permitted the hibernating of
a large number of boll weevils.

TOBACCO.

Virginia tobacco sales in February and early
March were comparatively small and prices
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generally low, due to the fact that the bulk of
the offerings were barn scrapings and low grades
sold to wind up the scason’s crop. Sales of
bright tobacco in Virginia to March 1 were 60
per cent and of dark tobacco 85 per cent of
those in 1920-21. Prices realized for the
former averaged lower this season than a year
ago, but dark tobacco brought higher average
prices. Leaf dealers report improved foreign
demand. In Kentucky, the Burley Tobaceco
Growers’ Cooperative Association, it s reported,
has continued to operate in a very satisfactory
manner. It isnow evident that the crop is not
heavy. A large part has been delivered to the
association and already sold, although some is
in storage. Prices have been very satisfactory.
A plan is now being inaugurated to organize an
association in the dark districts of western
Kentucky, and is expected to be completed for
handling the 1922 crop. '

District No. 3 (Philadelphia) reports no evi-
dence of the improved demand for cigars usually
expected at this time of the year, and the de-
mand is still very uncertain and irregular.
Although dealers’ stocks are low, they are buy-
ing only goods they absolutely need.  January
sales of revenue stamps for cigars were less than
mn any month within the past three years.

FRUIT.

_ Movement of citrus fruit to market from Cal-
ifornia and Florida showed some decline during
February. Growers belonging to the Cali-
fornia Fruit Growers’ Exchange reccived an
average price (f. o. b. California) of $3.39 per
box for oranges and $3.93 per box for lemons in
February, as corapared with $2.15 per box for
oranges and $2.09 per box for lemons in Feh-
ruary, 1921. The market for Florida oranges
is also_very strong and substantial premiums
are paid for standard sizes.

Prospects for deciduous fruits are thus {ar ex-
cellent, but it must be remembered that there is
still danger of frost damage in many parts of the
country. District No. 10 (Kansas City) states
that the outlook of orchard fruit is very favor-
able, although there has been some winter-
killing of peach trees. Orchards are in bloom
in most sections of district No. 11 (Dallas) and
promisc large yields unless damaged by late
frosts. District No. 8 (St. Louis) reports in-
creased strawberry crops in Arkansas and Mis-
sissippi and a more carcful and scientific treat-
ment of fruit orchards. Shipments of apples
from district No. 12 (San Francisco) amounted
to 47,335 carloads up to March 4, 1922, as com-
pared with 29,125 carloads shipped in the cor-
res]};pndlng Nperlod of the previous crop year.

istrict No. 12 (San Francisco) reports heavy
exports of both dried and canned fruits in recent
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months. Only 8,511,851 cases, or about 15
per cent, of the 1921 pack of California remains
i the hands of canners, and both forcign and
domestic demand is increasing. Prices for
canned apricots, peaches, pears, and cherries
have all advance(f since the beginning of the
season, but are considerably lower than at this
date last year.

GRAIN MOVEMENTS.

Receipts of grain at 17 interior centers were
larger in February than in any month since
October, and cxceeded January receipts by 7.5
per cent. Corn receipts at these 17 centers
were larger than in any month during the past
two years, due to heavy increases at Chicago,
Indianapolis, Kansas City, and Peoria. Wheat
receipts were 18.5 per cent larger than in Jan-
uary, and showed particularly large gains at
Kansas City, Chicago, and Omaha. Receipts
of oats, rye, and barley also increased at inte-
rior centers, while there was a slight drop in thé
. receipts of flour. Grain receipts at 9 seaboard
centers were slightly larger in February than in
January, due to the heavy movement of corn,
although the receipts of wheat, rye, and barley
declined. Stocks of grain increased at both
interior and seaboard centers. Stocks of corn
were much augmented at all reporting centers,
whereas stocks of wheat, oats, and barley were
somewhat diminished. '

FLOUR.

February production of flour in most dis-
tricts showed an increase over both January,
1922, and February, 1921. In district No. 9
(Minneapolis) the reported Fcbruary, 1922,
production was 1,802,781 barrels, as compared
with 1,935,754 barrels for January and 1,889,799
barrels for February, 1921. Eleven leading
mills in district No. 8 (St. Louis) reported a
decrease of 83,494 barrels from the January,
1922, output, but an increase of 1,872 barrels
over the February, 1921, production. In dis-
trict No. 7 (Chicago), on the other hand, a
comparison of February, 1922, figures with
January, 1922, and February, 1921, showed
increases of 19.5 per cent and 40 per cent, re-
spectively. District No. 10 (Kansas City) re-
ports that 80 mills produced 1,498,813 barrels
during February, 1922, an increase of 356,503
barrels, or 31.2 per cent, over the production
of 84 mills reporting in February, 1921. Re-
ports from district No. 12 (San Francisco)
showed an increase from 711,292 barrels pro-
duced by 67 mills in January to 745,650 barrels
produced by 64 mills in February.
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Toward the end of February prices were
higher in district No. 7 (Chicago) in response
to the higher price of wheat. After March 1,
however, the demand subsided. District No.10
(Kansas City) likewise states that there was a
drop in sales at the beginning of March.
Throughout the period there has been a good
export demand, while buying for domestic
consumption continues to be for immediate
needs only.

LIVE STOCK.

Receipts of cattle and calves at 15 western
markets during February were 1,345,487 head,
as compared with 1,128,020 head during Jan-
uary and 835,686 head during February, 1921.
Receipts of hogs decreased from 2,882,551 head
in January to 2,530,092 head in Fcbruary,
which was 372,015 head less than a year ago.
February receipts of sheep were 913,642 head,
as compared with 1,101,679 head in January
and 972,647 in February, 1921. District No. 10
(Kansas City) remarks that February was
notable for the number of stockers and feeders
sent to the country. On account of low tem-
perature in some parts of district No. 12 (San
Francisco) and the consequent backwardness
of pasture lands, California grass fed cattle arc
expected to come to the market in May, a
month later than usual. At present the live
stock in the district is reported to be in favor-:
able condition.

Returns from 35 packers show an increase
of 1.8 per cent in average weekly sales in Feb-
ruary over those of January, 1922, and 34
show a decrease of 14.2 per cent as compared
with a ‘year ago. Iigher prices in February
were a factor in the increase of dollar sales over
those for January. Domestic trade in fresh
and cured meats during the early part of
March was rather slow on account of the lenten
period, reports district No. 7 (Chicago). Ix-
port demand for meats and provisions fell off
during the first part of March.

COAL.

Production of bituminous eoal showed an
increase of 9 per cent over January and 33 per
cent over February last year. The output for
the month was 40,951,000 tons, an average of
1,706,000 tons per working day, which is the
highest rate of production for February since
1918. Production for the coal year to March 4
was 391,945,000 tons, compared with 496,-
639,000 tons for the previous coal year to
March 4, 1921. Stocks in the hands of con-
sumers on January 1 amounted to 47,500,000
tons and there were 7,200,000 tons at the lake
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docks. Demand has suffered a general falling
off, except in district No. 4 (Cleveland). The
decrease in general is attributed to the un-
certainty as to prices after April 1, and to the
fact that railroad and public utilities have
accumulated large stocks and are no longer
increasing their reserves.

Production of anthracite coal for the month
was 6,762,000 tons, an increase of 8 per cent
over January and a decrease of 12 per cent
compared with February last year. Demand
for both domestic sizes and steam coal Is
governed by scasonal influences, and purchases
are sufficient to cover only immediate needs.
Although certain large users have stored coal
in anticipation of a strike, in the main con-
sumers do not seem concerned with the fear of
a shortage, and retail dealers and domestic con-
sumers alike appear to be desirous of entering
the new coal year with minimum stocks. Con-
sequently producers have been compelled to
store a large proportion of their output and
their reserves are heavy. Some retail dealers
have endeavored to stimulate demand by
shading prices, but the practice has not been
general. ~ Production of bechive coke for Feb-
ruary amounted to 538,000 tons, an Increasc
of 85 per cent over January. Consumption
and prices arc better than last month, a re-
flection of increased iron and steel operations.
Stocks at by-product plants now amount to
more than 1,000,000 tons.

PETROLEUM.

Reports from all the more important oil
fields indicate an increased output of crude oil
during February. Due to this increased pro-
duction and the lessened demand, it is esti-
mated that stocks increased over 8,000,000
barrels during February. District No. 10
{Kansas City) states that during February 430
wells were completed, as compared with 499 in
January and 771 in Februery, 1921. The
average flow per completed well was 156 bar-
rels, as compared with 149 barrels in January
and 85 barrels in February a year ago. Gross

roduction during February in Kansas, Okla-
Eoma, Wyoming, and Colorado totaled 13,141,-
692 barrels for the 28 days of the month, as
compared with 14,375,000 barrels in January
and 11,903,000 barrels in the corresponding
month last year. _

Reports from district No. 11 (Dallas) show
a daily average production of 491,404 barrels,
as compared with 481,165 barrels during Jan-
uary. The north Texas field and the Mexia
field were considerably hampered by weather
conditions. In this district 223 producing
wells were completed, with an initial flow of
258,188 barrels.
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district was 13,759,335 barrels, as compared
with 14,916,130 barrels in January. District
No. 12 (San Francisco) also reported an in-
creased average daily production during Feb-
ruary. The stored stocks in that district stood
at 36,701,810 barrels on March 1, as compared
with 22,903,639 barrels on the corresponding
date a year ago. Forty-one new producing
wells were completed during February, as com-
pared with 52 wells in January.

District No. 11 (Dallas) reports a slight
weakness in crude-oil prices during the month.
Corsicana heavy decrcased from 95 cents per
barrel to 75 cents per barrel. However, the
prices posted at the various fields are now equal
to or higher than those posted at this time a
year ago.

IRON AND STEEL.

Further improvement in the iron and steel
industry occurred during February, although
there was some recession in activity early i
March. District No. 3 (Philadelphia) reported
that plants in that section received less busi-
ness than those located in other parts of the
country -and were operating at agout 45 per
cent of capacity, as compared with a rate of
60 to 65 per cent elsewhere. Daily pig-iron
production in February averaged 58,214 tons,
as compared with 53,053 tons in January. The
output of steel ingots advanced, the not ‘gain
amounting to 148,863 tons, according to the
American Tron and Steel Institute. Unfilled
orders of the United States Steel Corporation
receded to 4,141,069 tons at the end of Febru-
ary, the lowest total since December, 1914.
The decrease of over 100,000 tons, as compared
with unfilled orders st the end of January, is,
however, largely attributable to the incréased
activity that prevailed in the steel mills during
February.. Demand {rom automobile manu-
facturers is better and considerable buying is
being done by the_railroads. Prices of some
products, such as plates, bars, and shapes, ad-
vanced in March, and that is true also of some
grades of pig iron. Nevertheless, the upward
movement is by no means general and as s
matter of fact declines have occurred in cer-
tain grades of pig iron, while the average of.
steel prices shown by the composite figure com-
piled by the Iron Age for March 7 was below
the average of the same date a month ago.

AUTOMOBILES,

District No. 7 (Chicago) reports increased
activity in both production and shipment of
automobiles during February. Manufactur-
ers, who reported 81,474 passenger cars built in
January, show an output of 107,626 cars during
February, or an increase of 32.1 per cent over



January. Truck production of companies re-
porting 8,832 trucks built in January was
12,443 during February, or an increase of 40.9
per cent. Production is also increasing in dis-
trict No. 4 (Cleveland), but buyers are not
purchasing for stock but against sales. There
has been an improvement in the automobile
body business in that section, although auto-
mobile axle business is probably not in excess
of a year ago.

NONFERROUS METALS.

Due to the announcement that a number of
copper mines were to reopen, the demand for
the metal slackened in February. On March
15, however, the price of copper (New York,
net refinery) was 12.75 cents per pound as
compared with 12.50 cents on March 1. The
export demand lately has taken so much
copper off the market that producers generally
have not cared to attract domestic trade by
price cutting. Copper production in February
amounted to 37,415,808 pounds, as compared
with 25,848,284 pounds 1 January, but was
less than 50 per cent of the amount produced
during February, 1921. District No. 10 (Kan-
sas City) reports declines in both shipments
and prices of zinc ores from the January
record for the Missouri-Kansas-Oklahoma zine
and lead mines, the total shipments of zinc
ore being 27,043 tons, as against 28,431 tons
during January. Shipment of lead ores showed
a material increase over January and over
February a ycar ago. Production conditions
gradually improved during the month in this
district. Both lead ores and zinc ores regis-
tered a notable inerease in price during Febru-
ary. Stocks of zinec on hand at the end of
February were 64,124 tons, as compared with
65,678 tons at the end of January. The total
production of zinc was 22,513 tons in Febru-
ary, as compared with 23,706 tons in January.
Conditions in the gold, silver, lead, and zinc
mining industries in district No. 12 (San Fran-
¢isco) continued to improve slowly during Feb-
ruary.

COTTON TEXTILES.

The reduced rate of activity in the cotton tex-
tile industry which was reported a month ago
subsequently became even more pronounced.
The extensive strikes in certain sections of
New England have not stimulated activity
in other parts of the country, and cotton con-
sumption dropped from 526,562 bales in Jan-
uary to 473,073 bales during the month of
February. In New Hampshire and Rhode
Island the reduction in the amount of cotton
consumed amounted to 45 and 26 per cent,
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respectively, although the full effects of the
strike were not felt until the middle of Febru-
ary. Mill* operations increased slightly in
Connecticut and Vermont, but were sub-
stantially unchanged in Maine, and showed a
slight loss in Massachusetts. The cotton goods
market in district No. 1 (Boston) was reported
to be dull during the first three weeks of Mareh,
and print cloths sold lower than at any time
since the beginning of the year. The southern
mills were also feeling the nfluence of lessened
demand, and district No. 5 (Richmond) re-
ported the industry to be ‘‘largely on a hand
to mouth basis.” In district No. 6 (Atlanta)
production in both cloth and yarn mills de-
creased, according to the reports received
from representative mills located in that
section. Forty-one cloth mills showed a re-
duction in the yardage output during February
of 3.6 per cent as compared with January, but
an increase of 42.2 per cent as compared with
a year ago. Shipments increased 1.8 per cent
as compared with January and 72.5 per cent
as compared with February, 1921. Orders
on hand at the end of the month were 4.7 per
cent below those on hand at the end of the
preceding month, but were 53.3 per cent above
The reduction in
the output of 38 yarn mills amounted to 17.6
per cent during the month as compared with
January, but was nevertheless 33.8 per cent
above the output for February, 1921. Yarn
shipments fell 9.7 per cent, but were 35.6 per
cent greater than a year ago. Orders on
hand at the end of the month dropped 15.5
per cent as compared with January and were
13.8 per cent above the amount outstanding
at the end of February, 1921.

WOOLEN TEXTILES.

Activity in woolen textiles showed a slight
improvement during February, aecording to
the statistics of active and idle machinery and
%ercentages of idle hours reported by the

ureau of the Census. The percentages of
idle looms to total reported fell in all cases.
For looms wider than 50-inch reed space the
percentage of idle machinery on March 1 was
31.5, as compared with 34.3 at the beginning
of February. The corresponding percentages
for looms 50-inch reed space or less were 27.1
and 27.2, respectively. There was a reduction
in the percentage of idle carpet and rug looms
from 22.4 to 21.2. The percentage of idle
woolen spindles fell from 27 to 20.1 and that
of worsted spindles rose from 14.3 to 14.4.
The percentages of idle hours to total reported
were-also less in the case of weaving machinery.
the figure for looms wider than 50-inch reed
space being 34.1 per cent on March 1, as
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compared with 35.2 per cent at the beginning
of February. The corresponding figures for
looms 50-inch reed space or less were 31.9 per
cent and 32 per cent. The percentage of
idle hours for carpet and rug looms was reduced
to 23.1 from 23.9 for the preceding month.
Percentage of idle spindle hours fell in the
case of woolen spindles from 25.4 at the
beginning of February to 18.4 on March 1,
while in the case of worsted spindles it rose
from 13.9 at the beginning of February to
17.3 on March 1. :

Notwithstanding the somewhat better show-
ing for February, reports from various districts
indicate that the situation is. not so favorable
as it was at the beginning of the year. District
No. 1 (Boston) says that woolen and worsted
mills in that section, particularly in Rhode
Island, are gradually curtailing production.
The goods market is stated to be dull, especially
in the case of men’s wear, and worsteds are
not selling as well as woolens.  In district No.
3 (Philadelphia) a few firms report “a fairly
well maintained volume of business,” but in
the majority of cases orders are small and
merely to fill in. Cancellations, moreover,
have increased greatly during the past two
weeks. Production has been curtailed and in
some cases plants manufacturing men’s wear
have been closed down entirely, while manu-
facturers of women’s wear are operating at a
much reduced rate. District ‘No. 3 (Phila-
delphia) reports no particular change in_the
woolen and worsted yarn situation. Yarn
mills are averaging about 85 per cent of operat-
ing capacity but are working almost entirely
on contracts placed some time ago. Both in
the Boston and Philadelphia markets the
demand for raw wool has decreased, and
Boston reports that ‘“prices have shown a
slight sagging tendency,” although on the
whole it seems that the market has held fairly
firm and sellers are not disposed to make
concessions.

CLOTHING.

The sales of 10 wholesale clothing firms
located in district No. 2 (New York) showed
an increase of 3 per cent as compared with
January. The 23 reporting firms located in
district No. 8 (St. Louis) aT'so recorded a fair
increase in February sales. Forward orders
were stated to be somewhat better than in
recent months, although smaller than in
former years. Seven wholesale manufacturers
of men’s clothing in district No. 7 (Chicago)
have about completed orders for the spring
season, and it appears that the ‘‘increase in
the volume of such orders over those of last
year is not so large as the earlier activity
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scemed to promise.” Latest returns show this
increase to be about 26 per cent for the season
to date. Eleven tailors-to-the-trade report
orders for suits received during February to be
61.4 per cent in excess of orders for the pre-
ceding month, while the number of suits made
increased 69.8 per cent as compared with
January. :
SILK TEXTILES.

The persistence of unsatisfactory conditions
in the market for raw silk continues to be the
chief obstacle to the resumption of activity in
silk manufacture. Buying on the part of
jobbers is in limited quantities and only to
satisfy the needs of the moment. Production
is at a very low rate and stocks are accumulat-
ing. The reports received from Paterson
and North Hudson for March 11 show reces-
sions in activity as compared with February
11. In Paterson only 3,299 looms out of a
total of 15,000 were active, as compared with
3,653 the month before, and the percentage of
operating loom hours to total available had
fallen to 22.28, as compared with 23.02 on
February 11.  In North ITudson the percentage
of operating loom hours to total reporting was
57.33, as compared with 57.48 the month
before. Active looms amounted to 2,468 out
of a total covered of 4,161, as compared with
2,456.

HOSIERY.

In district No. 3 (Philadelphia) sales of silk
hosiery have increased, and it is reported that
some orders for full-fashioned hosiery are being
placed for delivery as far ahead as June, al-
though many call for prompt shipment. In
scamless hosiery, both silk and artificial silk,
fow orders are being received cexcept for carly
delivery. The returns made to the Federal
Reserve Bank of Philadelphia by 28 firms
selling to the wholesale trade do not, however,
indicate any improvement in February as com-
pared with the preceding month, as both pro-
duction figures and unfilled orders on hand at
the end of the month showed a decline, output
being 3.1 per cent below that of January (in
dozens of pairs), while unfilled orders on hand
woere 17.2 per cent lower. But in the case of
9 firms selling to the retail trade a slight in-
crease of 1.8 per cent in output was recorded,
and unfilled orders at the end of the month
were 18.2 per cent larger. Output and orders
were in all cases much above a year ago. The
increase in output averaged over 85 per cent
for both classes of firms, while the unfilled
orders were 148.8 per cent greater in the case
of firms selling to the wholesale trade and 45.7
per cent larger in the case of firms selling to



396

FEDERAI: RESERVE BULLETIN.

APrRIL, 1922,

the retail trade. In district No. 6 (Atlanta)
the plants manufacturing cotton hosiery booked
about the same amount of orders as were re-
ported for the preceding month, but the amount
of hosiery manufactured by reporting mills was
5.6 per-cent less, although 32.5 per cent above
the total manufactured in February, 1921.
Unfilled orders at the end of the month were
21 per cent below those on hand at the end of
January. ‘ '

UNDERWEAR.

In February, 1922, reports concerning the
production of underwear were received from 53
mills "belonging to the Association of Knit
Goods Manufacturers of America, as com-
pared with 55 in January and 63 in February,
1921. Actual production during the month
‘continued to show decided progress, as the
amount produced by the 53 mills was greafer
than the totals reported for January by the 55
reporting mills, and much above the output
for the same month in 1921. A year ago the
production of 63 reporting mills amounted to
only 248,431 dozens, or 28 per cent of normal;
in January, 1922, the production of 55 mills
stood at 640,489 dozens, or 79.1 per cent of
normal; while the most recent figures from 53
mills place production at 663,346 dozens, or
84.1 per cent of normal. Production in Feb-
ruary was almost evenly divided between win-
ter and summer underwear, the former amount-
ing to 332,224 dozens, or 74 per cent of normal,
and the latter being 331,122 dozens, or 97.4
per coent of normal. :

Comparative reports received from 36 mills
show an opposite trend from that displayed
during the previous month in all items except
actual production. New orders received during
the month declined 48.5 per cent, from 764,944
dozens in January to 393,585 dozens in Feb-
ruary. Shipments also declined during the
month, 442,194 dozens being shipped as com-
pared with 531,789 dozens in January, a fall-
ing off of 16.8 per cent. Unfilled orders rose
slightly, from 1,261,601 dozens in January to
1,432,368 dozens in February, an increase of
13.5 per cent. Cancellations increased 51.7 per
cent, amounting to 10,968 dozens in February
as compared with 7,228 dozens in January.

Actual production rose slightly, from 493,196

dozens in January to 507,022 dozens in Feb-
ruary, or 2.8 per cent.

SHOES AND LEATHER.

Demand for hides and skins has continued
dull, although there were some large sales of
packer hides in the second week of March.

Prices have receded somewhat from the Feb-
ruary levels for packer hides, calfskins, and
goatskins. Reports from eight tanners in dis-
trict No. 7 (Chicago) show slightly larger sales
for February than for January. New orders
booked in March have been for low-grade
leather or specialties. In district No. 3 (Phila-
delphia) sales of belting leather have shown a
moderate increase, while sales of sole leather
and upper leather have decreased. Demand
for patent leatlier has been quite satisfactory,
but business in both glazed kid and calf leather
has been poor.

February output of shoes is slightly smaller
than that of January for most districts, but
would show a slight increase, cxcept in district
No. 1 (Boston), if reduced to a daily average
basis. Eight firms in district No. 1 (Boston)
report total shoe production in February 11.5
per cent less than in January, but 60 per cent
greater than in February, 1921. Somc New
Iingland factories which make novelties for the
Easter trade are still quite active, but those
producing staple goods are experiencing a sea-
sonal slackness. Production of 47 concerns in
district No. 3 (Philadelphia) was 0.9 per cent
greater in February than in January, while
shipments increased 15.7 per cent. New orders,
however, declined 13.7 per cent. Large orders
have been booked for sport shoes and for white
shoes, but business of factories which make
high-grade shoes has been disappointing. Re-
norts of 28 shoe manufacturers in district No. 7
(Chicago) indicate that production in February
was 3.8 per cent less than in January, while
shipments increased 10.7 per cent. Unfilled
orders of 22 manufacturers were equal on the
average to about five wecks’ business at the
February rate. Merchants are buying only in
small quantities and there is an increasing ten-
dency to cancel orders. District No. 8 (St.
Louis) states that February sales of 11 report-
ing interests ranged from 20 per cent less to
8 per cent more than January sales. The de-
mand was centered on low-priced staples, but
considerable improvement was noted in the
call for novelty goods.

LUMBER.

The lumber situation continues to show a
slight improvement, but the spring trade is
very late this year because of the depression
in agriculture, the continued high freight
rates;, and the difficulty of adjusting costs of
production to a lower basis. Buying is as
yet conservative and is only to meet immediate
needs. However, reports from- three lumber
assoclations in district No. 12 (San Francisco)
show an increase in production, orders, and
shipments compared with January and with
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a year ago. Production of lumber for four
weeks ending February 25 was 347,678,000
feet, an increase of 6.1 per cent over the pro-
duction of the preceding four weeks. Orders
received tota-le(F 355,758,000 feet, an increase
of 3.5 per cent over January and of 69.4 per
cent over February, 1921. Shipments from

the same mills increased from 345,249,000

feet in January to 353,234,000 in February,
and were 70 per cent larger than in February
last year. Logging opcrators were working
at approximately 60 per cent of normal during
February, compared with 50 per cent the month
before. .

Conditions in the lumber industry in district
No. 6 (Atlanta) have continued to improve,
in spite of unfavorable weather conditions.
Orders and shipments for 112 mills in February
were 247,852,100 and 238,232,768 fcet, com-

ared with 241,135,404 and 224,732,954 fcet
for 108 mills in January. Of 73 reporting
mills, 57 were operating full time and only
three were shut down. Output of southern
ine mills in district No. 11 (Dallas) decreased
rom 85,572,937 feet for 41 mills during Jan-
uary to 82,699,889 feet for 42 mills during
February. New orders during the month
amounted to 81,309,962 feet, compared with
73,888,871 feet during January. Despite the
large increases in shipments, the unfilled orders
of 42 reporting mills on February 28 totaled
51,070,461, as compared with 44,667,936 feet
for 41 mills on January 31.

Lumber sales at retail in district No. 9
(Minneapolis) were 86.7 per cent of those a
year ago. February orders and shipments of
mills both showed a decrcasc as compared with
January. District No. 8 (St. Louis) reports
that the hardwood market, following a month
or six wecks of soltening prices, declined quite
noticeably in ecarly March.

BUILDING.

The valuation of building permits issued in
166 selected cities amounted to $141,715,243 in
February, as compared with $138,631,902 in
January and $96,023,474 in February, 1921.
The value of permits issued was greater during
February than during January in seven of the
twelve Federal reserve districts—No. 1 (Bos-
ton), No. 2 (New York), No. 3 (Philadelphia),
No. 4 (Cleveland), No. 6 (Atlanta), No. 7 (Chi-
cago), and No. 8 (St. Louis). These increases
varied in size from 0.5 per cent for district No. 2
(New York) to 60 per cent for district No. 8
(St. Louis). The remaining five districts re-

orted decreases varying from 11 per cent for
istrict No. 11 (Dallas) to 26 per cent for dis-
trict No. 9 (Minncapolis). i

‘gain reported since September.

The value of permits issued in February,
1922, was greater than in February, 1921, in all
of the Federal reserve districts, except district
No. 7 (Chicago) and district No. 9 (Minneap-
olis). These mcreases ranged from 7 per cent
for district No. 5 (Richmond) to 284 per cent
for district No. 3 (Philadelphia). The value of
contracts awarded in seven Federal reserve
districts (statistics of which are compiled by the
F. W. Dodge Co.) increased from $150,164,153
in January to $161,220,750 in February. In-
creases occurred in districts No. 2 (New York),
No. 5 (Richmond), No. 7 (Chicago), and No. 9
(Minneapolis), while contracts in districts No. 1
(Boston), No. 3 (Philadelphia), and No. 4
(Cleveland) showed slight declines. The value
of contracts awarded for residential purposes in
seven districts increased from $71,228,675 in
January to $71,680,853 in February.

Reports from district No. 1 (Boston) indicate
that residential building comprises a smaller
proportion of the total construction than in last
summer and autumn. District No. 3 (Phila-
delphia) states that the prevailing building
activity is the most promising element in the
business situation, and that this activity is
largely confined to the construction of small
homes and inexpensive apartment houses.
District No. 5 (Richmond) reports that the.
construction outlook is bright, and considerable
supplies of materials and loanable funds are
available. Reports from district No. 6 (At~
lanta) indicate that the housing shortage has
been relieved to a great extent. District No. 8
(St. Louis) reports that residential construc-
tion is proceeding on a larger scale than at any
time since the beginning of the war, while
municipalities are starting many important
building projects.

EMPLOYMENT.

With " the exception of the New England
district, in which large numbers of employees
in the cotton mills of New Hampshire and
Rhode Island and, to a lesser extent Massachu-
setts, are out on strike, the reports concerning
the employment situation are distinctly en-
couraging. The United States Employment
Service showed a slight increase of 8,894 (0.57
Ecr cent) in number of workers employed

y 1,428 reporting firms. Losses occurred
only in textiles and in paper and printing, the
former industry accounting for 19,152 of the
total decrease of 19,237. In New York State
there was an increase of 3 per cent in the num-
ber of factory workers between January 15 and
February 15, which was the largest monthly
In district
No. 3 (Philadelphia) an improvement likewise
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occurred, as between February 14 and March
15 there was a decrease of 7 per cent in the num-
ber of unemployed in the six citics of Altoona,
Harrisburg, Johnstown, Philadelphia, Scranton,
and Williamsport. The questionnaire based
on returns from 236 firms reporting directly
to the Federal Reserve Bank of Chicago
showed that the number employed on Febru-
ary 28 had increased 1.1 per cent as compared
with the preceding month, the total number
cmployed at the later date being 131,609. In
district No. 9 (Minneapolis) it was stated that
winter unemployment had passed its peak and
that the demand for farm labor and for build-
ing workers was expected to strengthen con-
siderably during the coming month. In Mon-
tana considerable improvement had been noted
in copper and zinc mining and in the lumber
camps. The-Anaconda mines reopencd during
the past month. District No. 10 (Kansas
City) also reports increased activity in out-
door work and the rcopening of a number of
industrial plants. In the lead and zinc mining
fields of Kansas, Missouri, and Oklahoma the
situation was better than during the preceding
months, although there was little change in
the Rocky Mountain mining districts. Dis-
trict No. 12 (San Francisco) reports “steadily
increasing activity of the lumber mills, the
near approach of the Alaska fishing season, and
the beginning of railroad and highway con-
struction work’ as having resulted in “a
steady diminution of unemployment there
during the month.”” Reports from the ten
principal lumbering districts show that 60,697
loggers and lumbermen were on the pay rolls
on February 15 as compared with 54,350 men
a year ago.

WHOLESALE TRADE.

PERCENTAGE OF INCREASE (OR DrcrEASE) IN NET SALES
N Fepruanry, 1922, As COMPARED WITH THE PRECED-
G Montu (Janvary, 1922).

: e l . [ Doots and
Groceries. ‘ Dry goods. | ITardware. | shoes,
!
Distriet, | N i N | ;N , !
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N ber of | .| ber of . berof, ., bor of
! cent. firms. | cent. | pC OU1 cent. iﬁrm *i cent. ! frms.
i i !
— | =
l—e0| 4y 02 3,-30]
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.3 48 —2.1 16 '—17.6 |
.2 31! 13.4 19 ;—12.4 |
4] 24129 10° 67!
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PERCENTAGE OF INCREASE (0R DEcrEASE) 1N NET SALES
v Fepruary, 1922, as CoMprarep witn FEBRUARY,
1921.
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It is evident from the above table that sales
of the four principal wholesale lines for which
returns are included compare favorably with
a year ago. But the scasonal increases that
might be expected at this time arc not gen-
erally in evidence cxcept in the case of boots
and shoes. Dry goods sales in district No. 6
(Atlanta) and district No. 11 (Dallas), how-
ever, reflect the opening up of spring buying,
although in neither district did the increase
come up to expectations. District No. 6
(Atlanta) mentioned the bad weather as hav-
ing had a deterrent cffect upon sales. The
late date at which IEaster comes, together
with the very conservative policy pursued by
retailers in placing forward orders, are factors
to be considered in cxamining sales figures.
It is also necessary to ‘keep in mind that
February had 4 per cent fewer business days
than January.

RETAIL TRADE.

Dollar values of retail sales continued to
decrease during February as compared with
January. This appears to be due to the’
shorter month and to the large reductions in
prices offered in the special sales in order to
move winter goods preparatory to the spring
scason. Sales likewise showed a decrease as
compared with last February, undoubtedly
because of the severe weather and lateness of
Kaster. District No. 1 (Boston) reported that
the department stores situated in New Eng-
land cities other than Boston did not do as
well in February, relative to a year ago, as
they did in January, because oly the textile
strike prevailing in that part of the country
during February, while district No. 5 (Rich-
mond) attributed the falling off in trade in
two cities to street car strikes.
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February sales of 444 department stores
throughout the country decreased 10.5 per
cent as compared with February, 1921. As
indicated in the table on p. 462, the decrcases
ranged from 3.1 per cent in district No. 1
(Boston) to 19.5 per cent in distriet No. 11
(Dallas). Stores n all districts have been
laying in stocks of spring merchandise, so
that there has been a general increase through-
out the United States in stocks on hand at
the end of February as compared with the
end of January, but half the districts show
decreases from the corresponding month last
year. The receipt of spring merchandise in
quantities naturally increased the average per-
centage of stocks on hand at the end of each
month since January 1 to net sales during
January and February, and the percentage at
the end of February was 471.5, as compared
with 424.4 at the end of January. The ratio
of outstanding orders to total purchases during
1921 remains practically unchanged.

PRICES.

_ Prices of most farm products continued to
rise during the early part of March and in the
case of a few commodities the advance con-
tinued through the month. According to the
quotations furnished the Federal Reserve
Board, grains showed slight reaction about the
middle of the month, but the average for the
first three wecks of March was higher than for
February. Sheep and mutton have continued
to show substantial increases, and cattle and
hogs are slightly higher than they were at the
end of February, although in the case of hogs
lower than during the first two weeks of March.
Wool prices have remained firm during the
month, in spite of a smaller demand from manu-
. facturers than had existed earlier in the year.
Other leading farm products, such as cotton
and hides, have shown the reverse tendency.
Raw cotton prices during the first threc weeks
of March were higher than the February aver-
age, but there has been a steady downward
trend in the market during March. Cattlie
hides and calfskins were definitely lower in
March than in February.

There has been no uniformity in the move-
ment of the prices of nonagricultural raw ma-
terials. Prices of bituminous coal have been
gradually reduced cach week since early in
February, and recently some of the independ-
ent companies have also reduced their quota-
tions for anthracite. Coke, on the other hand,
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 has advanced in price as a result of the slight

improvement in conditions in the iron and steel
industry. Prices within the iron and stecl
industry proper. however, appear to be scarcely
any, il at all, higher than last month. In fact,
prices of steel rails and certain other commodi-
ties were actually lower in March than in Feb-
ruary. Copper and tin prices were lower also
than in February, but there was a definite trend
upward in both markets,

Prices of finished and semifinished textiles
were uneven during March. In the cotton in-
dustry prices seemed to be definitely on the
decline, while in the woolen industry there was
considerable uncertainty and relatively little
trading done.  Silk cloth prices, on the other
hand, are reported to have been firm.

Index numbers for February showed an ap-
preciable advance, the Federal Reserve Board
mdex shifting 4 points, from 138 to 142 (on the
basis of prices in 1913 =100), and the index of
the Bureau of Labor Statistics advancing 3
points. As was pointed out in last month’s
Brivrerix, the most important commodities to
increase were farm products. Provisions were
also higher, as well as certain chemicals, oils,
and woolen yarns.

FOREIGN TRADE.

The value of exports of merchandise during
February dropped to $251,000,000, which is
only $34,000,000 more than the value of im-
This excess of
merchandise exports over imports is the small-
est since September, 1914, and indicates a con-
tinuance of the tendency toward a more even
balance of trade which has been particularly
evident since last November. Imports of gold
have declined somewhat in recent months, but
in February they were nevertheless on a sub-
stantial scale, amounting to $28,700,000. In
February, as in previous months, exports of
gold were comparatively insignificant, totaling
only between $1,000,000 and $2,000,000. It is
significant to note that while, in consequence of
the fall in prices, the value of our export trade
has been very largely reduced in the last few
months, compared with the same months of the
previous year, the value figures still remain sub-
stantially-abovepre-warlevels.  So far as actual
quantities arc concerned, however, the Federal
Reserve Board’s foreign-trade index shows that
foreign shipments have recently been somewhat
Jower than in the same months of 1913.
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INTERDISTRICT GOLD MOVEMENT.

In view of the great increase in the total gold
reserves of the Federal Reserve System during
recent months, it is of interest to consider the
more important factors affecting changes in the
distribution of this gold among the 12 Federal
reserve banks, » _

On January 1, 1922, the total gold stock in
the United States was estimated at $3,657,000,-
000, according to the circulation statement of
the United States Treasury. Of this amount,
$380,000,000 was held in the Treasury as
assets of the United States Government,
$2,641,000,000 was held by the Federal Reserve
System (cxclusive of redemption funds with
the Treasurer of the United States) and
$636,000,000 +was held outside. The last
figure is obtained by subtracting the known
holdings of the Treasury and ol the rescrve
banks from the estimated stock and is there-
fore only a rough estimate. Most of the gold
held outside of the Treasury and the Federal
Reserve System is in small hoards in the hands
of the general public, although some gold is in
the vaults of member and nonmember banks.

The gold in circulation in the more literal

sense— that is, changing hands as purchases
arc made or maturing obligations paid—is
negligible. With nearly all the gold of the
country held in central reservoirs and practi-
cally no gold in actual circulation, 1t 1s apparent
that changes in the gold reserves of the different
Tederal reserve banks can occur only in one of
three ways: (1) through imports from or cx-
ports to foreign countries, (2) through transfer
from or to other reserve banks, or (3) through
transfor from or to the United States Govern-
ment. Imports of gold are made chiefly
through the port of New York, the gold being
turned over to the New York Foderal Reserve
Bank. Since the beginning of the present gold
movement to the United States there has been
a continuous stream of gold from abroad to the
New York bank. Changes in the gold reserves
of other reserve banks are traceable almost en-
tirely to the operations of the gold settlement
fund, through which gold payments between
reserve banks and between these banks and the
Government are effected. .
Some of the more important factors affecting
the gold movement between reserve- districts
may be classed under the following heads:
(1) Settlement of interdistrict balances on ac-
count of checks and drafts cleared or collected
through the Federal Reserve System, also
transfers between Federal reserve banks for ac-
count of member and nonmember banks;
(2) Government opel-atiops in issuing and re-
deeming obligations and in transferring funds
in connection with tax collections, payments on
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| contracts, cte.; (3) interdistrict accommodation;
(4) interdistrict movement of reserve notes.
The following table shows the gold reserves of
cach of the 12 Federal reserve banks on October
29, 1920, at about which time the present gold
movement started, and on March 22, 1922:

Go1p ResErvEs o¥ EacHa FEDERAL RESERVE BANK ON
Ocr. 29, 1920. Axp oNn MarcH 22, 1922,

[Amounts in thousands of dollars.]

1 t

: Amount. iPcr cent of tota].i
Fedcral reserve I 7 \ , In- De-
bank. | oo, 29, | Mar. 22, | Oct. 20, Mar. 22, CTCase. |crease.
| 190,71 Tige 1007, 082
! .
[ | - . .
Boston.........." 194,571 ° 178,278’ 971 6.00.........
New Yorl. ...l 476,694 '1,083,872 | 23.8  36.4 ; 607,
Philadelphia.. | 190,427 . '212,900 | 9.5' 7.1! 22473
Cleveland........ 252,340 1 256,481 12,6, 8.6, 411
Richmond |1 X[| 88,206 72061 44 25l .
88103 | 115458 | 4.4 3.9|°97°355
308,067 1 476,549 | 154 16.0 | 168,482
| 73,053 | 97’202i 3.6, 3.3 24149
s} 49,330 | 7UBs4 | 2.5 24! 220514
Kansas City.....; 72,317 80,340 | 3.61 27| 8023
Dallas. .0 0000 48,557 43,0190 23 L4t .
San Francisco...! 163,545 . 287,809 | 82: 9.7 124,264 ;
Total.. ... 2,003,320 2,976,703 | 100.0; 100.0 973,383 \._.....

CLEARINGS AND TRANSFERS.

The principal element in the origin of
interdistrict balances are checks drawn in one
district and sent in payment for goods pur-
chased in another district. Net balances of
such checks are settled daily through the gold
settlement fund. During the recent period of
large gold imports an extraordinary factor, viz,
the transmission of foreign gold to the interior,
affected these balances. The bulk of this gold
represents liquidation by foreign intercsts of
obligations incurred through the purchase of
goods in different parts of the United States;
some of this gold enteving at the port of
New York and deposited with the local reserve
bank gradually finds its way to the interior
of the country in payment for goods which
originated there. Physically the gold does not
move, but title to it is transferred through the
gold settlement fund. )

One way in which gold entering the country
is transferred to the reserve banks in the in-
terior is through the repayment by member
banks of their borrowings {rom reserve banks
by draft on New York correspondents. A
member bank may have borrowed from a re-
serve bank in order to finance a customer’s ex-
ports. When these exports are paid for in gold
1t is received in New York and credited by the
New York correspondent to the member’s ac-
count. In paying off its debt this bank draws
on its New York balance and thus adds to its
reserve bank’s credit in the settlement fund.
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A study of the actual figures in the table
on page 403 shows that reductions in dis-

counts of reserve banks are approximately bal- |

anced by increases in gold reserves plus de-
creases in note circulation. The increases in
gold reserves reflect in part payment of mem-
ber bank liabilities by draft on their New
York correspondents. A

MOVEMENT OF FUNDS FROM
CENTERS.

Another important element in the movement
of gold through the gold settlement fund is
the movement of funds from country districts
to financial conters and vice versa. This move-
moent in normal times has a scasonal character.
During periods of heavy demand for funds in
agricultural districts, balances of the coun-
try banks with their Noew York correspondents
are greatly reduced, as the funds-are needed by
the country banks to meet local requirements.
On the other hand, after payment for agricul-
tural products is made and local needs become
loss pronounced, the country banks often have
idle funds on hand which they transfer to New
York for deposit and investment,

Furthermore, the large banks in New York,
Boston, and Chicago not only receive deposits
from country banks and make investments for
them but also make loans to these banks. In
1920 and 1921, when the demand for funds in
country districts was very heavy, the larger New
York, Boston, and Chicago banks were ex-
tending large loans to country correspondents.
When the contraction of credit got under way
in 1921 4nd a large portion of the funds
loaned by the city banks was returned, a
movement of gold to the financial . centers
resulted.

GOVERNMENT OPERATIONS.

The principal fiscal operations of the United
States Government resulting in interdistrict
gold movements are the issuc and redemption
of Treasury certificates and notes, the payment
of interest on outstanding obligations, the col-
loction of income and excess profits taxes, and
the payment on Government contracts.

A study of the allotments of tax certificates,
of their redemptions, and of income tax
deposits at each quarterly income tax date in
1921 at each Federal reserve bank shows that
in New York redemptions far exceed allot-
ments, especially since conditions in the
money market have favored active trading in
Treasury certificates. Certificates issued in
other districts drift to New York, the financial
center of the country, and must be redeemed
there at maturity. None of the other districts

FEDERAT, RESERVE BULLETIN.

401

AND TO FINANCIAL"

|

I show a material excess of redemptions over
i aliotments and most of them show larger
allotments than redemptions. Tax collections
Lin New York fall relatively far below the pro-
| portion of certificate allotments and redemp-
!'tions. This is due chiefly to the fact that New
"York possesses a much larger proportion of the
| country’s banking resources which form the
 basis of certificate allotments than of its income.
Nearly half of the tax certificates maturing in
1921 were redeemed in New York. but only
about 27 per cent of income and cxcess profits
taxes were collected in that district. On the
other hand. in the Boston, Richmond, and At-
lanta districts tax receipts constitute materially
larger proportions of the total for the country
than do certificate redemptions. In the other
districts the differences are less pronounced.
As a consequence, on income-tax dates and
for a few days following, the Government has
not suflicient funds in New York to pay for
maturing certificates and consequently issues
to the Federal Reserve Bank of New York
special certificates of large amounts. As in-
come tax funds are collected in New York and
in other districts the Government finds iiself
with excess funds in other districts and trans-
fors them to New York, where they are used
to retire the special certificates. Transfers
of gold to New York on Government account
during the "10 days following income-tax
dates are exceedingly heavy and come from
nearly every other district. On the other
hand, it is in New York that most of the
payments on Government contracts are made,
and the funds thus made available in New
York become distributed throughout the coun-
try. when the headquarters of corporations
send out dividend and interest checks or supply
working funds for plants and branches in
other parts of the country. Statistically this
is reflected in the fact that New York gains
through transfers and loses through clearings.
In 1921, for instance, the New York bank had
a net credit through transfers of $745,000,000,
and a mnet debit through clearings of
$1,043,000,000.

INTERDISTRICT ACCOMMODATION.

Interdistrict accommodation also has a direct
bearing on the movement of gold reserves.
When one reserve bank rediscounts paper with
another, the accommodated bank receives the
{)roceods as a credit in the gold settlement fund.
When the rediscount is liquidated, a movement
in the opposite direction oceurs.

Gold reserves of the reserve banks on October

29, 1920, for instance, were affected by the
fact that there was a total of interdistrict



accommodation amounting to $260,440,000,
distributed as follows:

GraxTor BaNks. GRANTEE BAXKs.

Boston. . .... §34,396, 000 New York. .. 861,362, 000
Philadelphia. 37,201, 000 Richmond. .. 14,275,000
Cleveland. . . 13%,750,000  Atlanta...... 36, 122, 000
San Francisco . 93,000  Chicago...... 7,050, 000
St. Louis..... 37, 305, 000
Minneapolis.. 26, 603, 000
Kansas City.. 44,895, 000
Dallas. ...... 32, 828, 000

Total .. 260, 440, 000

On March 22, 1922, there was no interdistrict
accommodation outstanding, so that the
changes in gold reserves shown in the table
on page 400 reflect in part the transfer of
of §260,000,000 of gold from the eight banks
accommodated to the four banks which had
extended the accommodation. Thus Cleve-
land gained $139,000,000 from this source,
and the fact that its total gain is much smaller
indicates that, gold moved from Cleveland as
the result of other transactions, mainly in
connection with the interdistrict movement of
reserve notes discussed below. On the other
hand, New York shows a gain in gold reserves,
largely through imports jfrom abroad, of
$607,000,000 over and above the liquidation
of $61,000,000 of rediscounts with other re-

serve banks. .
INTERDISTRICT MOVEMENT OF RESERVE NOTES.

When the notes of a reserve bank find their
way into circulation in other districts and are
later returned through banking channels, this
results in a gold movement from the reserve
pank issuing the notes to the reserve bank at
which these notes were deposited. If it were
true that the volume of ‘‘foreign” reserve
notes deposited with a reserve bank equaled
the volume of its notes deposited with other
reserve banks, there would be no gold move-
ment caused by these note transactions. But
the amounts do not balance and are frequently
very far apart. A large number of people, for
instance, come to New York for business or
pleasure, and spend money there in the form
chiefly of Federal reserve notes of their home
districts. These notes arc deposited by the
store or hotel keepers in New York with their
banks which in turn deposit them with the
New York Federal Reserve Bank. In this
way the New York bank always has a large
amount of Federal reserve notes of other re-
serve banks in its possession, which it returns
to them or sends to the Treasury when unfit
for further circulation, gaining gold in either
case. On the other hand, Federal reserve
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notes of the Now York bank do not go outside
of the district to the same extent and, therefore,
the New York bank continuously returns more
notes to other districts than it receives from
them. Notes finding their way to Cuba and
othor islands in the West Indies, to Canada,
Mexico, and to other foreign countries are also
afactor. These notes originate in various parts
of the United States, but when deposited with
the banks in the foreign countries they arelikely
to be brought back by returning tourists or to
be shipped.to New York correspondents, thus
increasing the amount of “foreign’ reserve
notes in the hands of the Federal Reserve
Bank of New York. )

During the war another element entered into
the interdistrict movement of notes. The
United States Treasury had to pay the soldiers
and used for this purpose whatever Federal
reserve notes it happened to have on hand in
Washington. - These notes would find their way
to the various camps throughout the country,
but would be returned in most cases to New
York correspondents to be turned in at the
New York Federal Reserve Bank, which would
send them to the issuing banks. The Boston
bank, for example, as a result of these notes
paid to soldiers had a constant excess of notes
received from New York.

During the last two or threc years the Boston
and Cleveland banks have been losing gold as a
result of excess receipts over shipments of
Federal Reserve notes. The reason for this
development appears to be that these banks
had a supply of new notes on hand when other
reserve banks were short of fresh currency and
many banks in other districts appliéd to their
correspondents in the Boston or Cleveland dis-
tricts for currency. When prices began to fall
and currency necds of the people declined, the
notes of the Cleveland or the Boston bank were
deposited with the member banks in other dis-
tricts; these banks sent them to their reserve
bank, which returned them to the Boston or
Cleveland bank and thereby gained gold from
these banks. ,

The Cleveland bank reported for a number of
years excess receipts of Federal reserve notes
over shipments (see table on p. 403), but this
excess became very much more pronounced in
the last two years. In the case of Boston the
movement was in the opposite direction in
1917, 1918, and 1919. This is accounted for
partly by the fact that residents of the Boston
district traveling in the much larger districts
of the West spent Boston reserve notes there.
These notes would stay out in circulation for a
considerable period of time, while notes of other
banks spent in the much more compact Boston
district would find their way into the reserve
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bank more promptly. As a result of this and
of the fact that more notes are brought to
New England by residents of other districts
than are spent by New Englanders outside of
their own district, the Boston bank had more
notes to return to other districts than it re-
ceived from them. The following table shows
for each reserve bank the excess of Federal re-
serve notes received over those returned to
other districts or vice versa for the years
1917-1921.

IXTERDISTRICT MOVEMENT 0F FEDERAL REsERvE NOTES.

[¥xcess of notes received is indicated by a plus (4-) sign; excess of notes
© returned by a minus (—) sign.]

[In thousands of dollars.]
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Boston . . . 734 —27,572 | 48,708 ' +40,841