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Business Review and Prospect

SI SASONAL peaks in industrial production have ap-
parently been reached and sagging tendencies may
he expected during coming weeks althouvh general busi-
ness aclivily is l]kelv lo continue at a falrly high level
when compared with the low point of the depressmn.
Recovery still is not proceeding at an equal rate in the
various lines of industry. Greatest expansion has occurred
in consumers’ goods or in those industries stimulated by
Government aid. On the other hand, industries which
depend primarily upon stimulation from private capital
continue to lag because legislative, monetary and trade
uncertainties have discouraged placing funds in long
term enlerprises. Until the Congressional program is
more clearly defined, and assurances provided against

bheth further drastic reform  legislation and unsound
currency inflation measures. a moderate lag in trade

volumes is likely. Heavy Government purchases of raw
malerials involved in the P. W. A. and other projects,
however, will sustain certain of the lagging industries
during the next several months and thus ameliorate any
late spring recession.

Adjournment of Congress is expected lo occur within
the next six weeks, and, in the meantime, a certain
amount of compromise legislation will probably be
enacled.  Although some concessions to the radical
inflationists and social reformers are anticipated, the
growing sentimenl seems to be that the Administration
will in the future place greater reliance for attaining
improvement upon the removal of unnecessary obstacles
lo husiness management and enterprise and less upon
artificial stimuli of doubtful immediate value and with
petentially unfavorable results over the longer period.

Not alone economic but longer term political con-
siderations seem to suggest (l(‘dll\/ the wisdom of a policy
which will be reassuring to efficient business manage-
ment in both large and small enterprises. Successful
economic planning can be carried out only as the whole-
hearted coéperation of privale enterprise is enlisted;
and such codperation in turn presupposes confidence on
the part of business men in the underlying philosophy
of the Governmental program.

It is becoming increasingly clear that in any sound
program of economic planning, promotion of inter-
national trade is of first importance. In this connection

the following statement by B. M. Anderson of Chase
National Bank of New York is worthy of careful con-
sideration. “Manufacturing activity is low, while agri-
cultural production and raw material production. apart
from mining goes on on a large scale. The low prices
received by farmers and producers of raw materials do
not, however, enable them to buy even the relatively
scant output of the factories at prevailing prices in
adequate volume, and are far from being enough to
enable them to consume the output of which the factory
is capable. Equilibrium could be quickly restored by a
restoration of the foreign markets for our excess farm
products, our excess raw materials, giving the farmers
and other producers of raw materials good prices once
more which would enable them to buy vastly greater
quantities of manufactured goods which, in turn, would
permit a great expansion of manufacturing.

“There are many who recognize this but who, none
the less, fear that the imports of manufactured goods
which are needed to make posisble the exports of agri-
cultural products would force upon the factories them-
selves a painful readjustment. There are many men
who, fearing this, none the less propose to go on with
the restoration of the export trade for agriculture by the
acceptance of imports of manufactures. feeling that it is
a matter of justice to the farmers to do it and feeling
that in the long run it will be good for the country, but
who still fear that what is gained for the farmers will,
for a time at least, be taken away from the manufacturers.

“I do not share these fears. I believe that both farmers
and manufacturers would gain enormously by the im-
mense expansion of total production in the United States,
by the immense growth in emplovment and the immense
increase in the utilization of plant and equipment in
manufacturing which the restoration of equilibrium
would involve.”

Although the restoration of equilibrium between agri-
culture and urban industry through expansion of trade
rather than restriction of output would be beneficial
to all classes of society and especially to farmers over
the entire Nation, the most direct and immediate benefits
of such a program would be felt by producers of raw
materials in Texas and the Gulf Southwest. The fact
that at present 90 per cent of Texas cotton is shipped
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abroad and oil products representing a substantial pro-
portion of total production finds foreign outlets, suggests
the importance to this region of broadening exchange
relations with foreign nations.

The higher prices which now prevail for Texas raw
materials as compared with the depression low, whether
caused primarily by normal adjustments of supply and
demand as in the case of wool and mohair, or by the
devaluation of the dollar as in the case of cotton, con-
tinue to be reflected in retail trade throughout the State.
More recently. cattle prices have strengthened materially,
which fact, taken in conjunction with a sharp increase
in marketings compared with last year, is contributing
still further to the farm purchasing power throughout the
State.

Dollar sales of merchandise as represented by 85
department and specialty stores in all parts of the State
averaged 57 per cent above sales in the same stores
during March 1933 and 41 per cent higher than in
February of the current year. Collections amounted to
37 per cent of outstanding accounts whereas in March
last year only 23 per cent of outstandings were collected.

New passenger car registrations during March in 15
Texas counties, representing all parts of the State, were
53 per cent larger than in February and 156 per cent
greater than in March 1933.

Cotton manufacturing in the State continued the sharp
rise. which has been noted in previous reports. Com-
pared with March 1933, consumption of cotton by Texas

mills increased 43 per cent: cloth produced also rose
43 per cent: and unfilled orders on March 31 were 32
per cent higher than on the corresponding date last year.
Sales of cloth during the month were practically the
same as a year earlier.

Production of Portland cement was 54.6 per cent above
that of February and 15.5 per cent higher than in March
1933. Shipments were up 27 per cent from February
but down 8 per cent from March 1933. Stocks at the
end of March were 9.5 per cent below those on the
ccrresponding date a year ago.

The number of commercial failures in the State was
34 per cent lower and liabilities of firms that failed were
24 per cent below those in March 1933.

Employment conditions in Texas continue to show
marked improvement over the corresponding period a
vear ago. For the week ending April 14, reports from
3.038 Texas establishments show a gain of 16.4 per cent
in the number of workers employed and a rise of 15.5°
per cent in payrolls in comparison with these same firms
during the corresponding period last year.

An increase of 1.2 per cent in payrolls and less than
1 per cent in the number employed occurred in these
establishments between March and April.

Cities in which the increase in the number employed
was above the average in comparison with April 1933
were: Port Arthur, San Angelo, Dallas, Austin, and
Wichita Falls.

F. A. BUECHEL.

For complete data, see statistical tables at the end of this publication.

Financial

A renewal of the agitation for inflation has featured
the financial news from Washington during the past
month. It will be remembered that one of the arguments
advanced against an inflationary move a vear ago was
that the first dose would surely lead to a demand for a
second. and the second for a third. etc. The first dose
was taken. however, in the form of departing from the
cold standard. the gold buying policy, and an eventual
dollar devaluation of 41 per cent. This procedure, it
was thought. would raise the level of commodity prices
almost at once by some 40 per cent. Admittedly, the
Administration is very much disappointed with the
results thus far obtained from this scheme and the
irflationists have seized upon the opportunity 1o push
their plans for additional inflation. According to them,
the first dose was a step in the rieht direction. but it did
nol go far enough: what is needed now is a bigger dose
with a higher alcoholic content.

The recent sharp declines in commodity prices, par-
ticularly in wheat prices. have added materially to the
inflation sentiment. Tf these prices do not improve in
the near future. it is entirely possible that the inflation
pressure in Congress will prove irresistible. The attitude
of the President with respect 1o new inflationary measures
iz no clear. Although «till committed 1o his policy of

price raising, he apparently has lost some faith in cur-
rency tinkering as an economic panacea and would
prefer. for the present, to maintain the status quo, allow-
ing time for the measures already taken to prove their
efficacy or lack of efficacy.

New currency inflationary moves may follow any one
or more of three programs. Tt is possible that the gold
dollar will be further devalued or debased, or that fiat
currency will be issued in large quantities, or that an
extensive silver purchase program will be adopted.

Of these three plans, it is probable that the President
favors the first. Under existing law, he has the authority
to devalue the dollar by as much as 50 per cent. The
January devaluation amounted to 40.94 per cent, leaving
a further devaluation of some 9 per cent which could be
carried into effect at a moment’s notice by executive
proclamation. The recent weakness of the dollar in
terms of gold currencies suggests that the foreign
exchange market regards this procedure as more than a
mere possibility.

Pressure to issue fiat currency has taken various forms.
Under the famous Thomas Amendment, the President is
empowered to redeem government bonds up to $3,000;
000.000 with fiat currency. Thus far, he has not used
this power, but it is possible that Congressional pressure
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may compel him to act. Other plans involving new
currency issues now being considered include: the bill
to pay the soldier’s bonus in fiat currency, the Frazier-
Lemke Bill providing for the liquidation and refinancing
of farm mortgages via bond and federal reserve note
issues, and the MclLeod Bill, which would require the
federal government to pay off depositors in closed
national banks with fiat currency. This latter measure
has been disapproved by the President but might easily
be passed over his veto as the bill is very popular with
the depositors involved and might be expected to win
many voles for the legislators who sponsor it. Should its
provisions be extended to include closed state banks, the
bill would involve a total outlay of some $4,000,000,000.

Legislative proposals to do something more for silver
lake two general forms, the establishment of a bimetallic
standard at some selected ratio of silver to gold, and
a simple program requiring the government to purchase
large quantities of silver at rising prices. The chief
advocate of the former policy is Senator Borah who
favors the free coinage of silver at the ratio of 16 to 1.
The latter policy is represented by numerous bills such
as the Pitman Bill, the Feisenger Bill, and the Dies Bill.
The latter Bill, as it was passed by the House, provides
that the Treasury shall accept silver bullion in payment
for American agricultural exports at higher than the
market price for silver. In other words, it provides for
dumping farm' produce abroad. Real silver purchasing,
however, is provided by an amendment unanimously
adopted by the Senate Agricultural Committee. This
amendment permits the redemption of all currency in
silver, provides for the seizure by the Treasury of all
monetary silver bullion domiciled in the United States,
and requires the Treasury after January 1, 1935, to
purchase 50,000,000 ounces of silver each month in the
world market until the domestic price level shall have
risen to the 1926 plane or the price of silver shall have
reached a price 1/16 that of gold.

In view of the present great pressure to do something
more for silver and of the possibility that further silver
legislation will be enacted shortly, it may be well to
examine brielly some of the probable effects which could
be expected to result from such legislation.

Most authorilies on money agree that an international
bimetallic standard might possibly be successful, but that
bimentallism adopted by a single country would be
doomed to early failure. There is, at present, little
prospect of obtaining an international agreement govern-
-ing the remonetization of silver. Nor is there much
likelihood that the Congress will attempt to establish a
bimetallic standard independent of the rest of the world.
:If bimetallism is adopted, however, it will probably be
at a mint ratio of 30 to 1 or lower. With gold at $35 an
ounce and silver at 44c an ounce, the present market
ratio of the two metals is about 80 to 1.

A mint ratio of 30 to 1, therefore, would greatly over-
.value silver at the mint and under free bimetallism could
be expected to produce the following results: The market
price of silver would be forced up quickly. Gold would
be withdrawn for hoarding purposes or to be shipped
abroad and, the country’s gold stock would tend to be

rapidly exhausted. As long as gold could be obtained to

export, the foreign exe hange rates would probably be
held at or close to the gold export points. Within a short
time, however, the exhaustion of gold stocks would place
the country on an outright silver standard and the dollar
exchange rates would rise rapidly to a level roughly
measuring the world price of silver in terms of gold.
Commodity prices probably would spurt at first. then
drop back, and then start on a long aid fairly rapid
rise, which would be most difficult to check.

Although bimetalism is unlikelv of early adoption,
an extensive silver purchase program, say at the rate
of 25 to 50 million ounces a month, is quite possible.
Such a program would duplicate on a larger scale the
Bland-Allison Act of 1878 and the Sherman Act
of 1890. The silver purchased under a plan of this
sort would be paid for with silver certificates which
would go into circulation temporarily. As there is no
present need for more currency in circulation, however,
this money would shortly hecome redundant and pile up
in commercial banks, from where it would be sent to the
Federal Reserve Banks, thus adding to the already top-
heavy excess reserve balances of the commercial banks
and broadening the base for future credit expansion.

Silver prices would tend to rise as the artificial govern-
ment demand set in. Just how rapidly this rice would
develop, it is hard to say. The estimated world produc-
tion of silver is 250 to 300 million ounces annually, and
the stock of silver bullion on hand is conservatively
estimated at 12 billion ounces. The people who would
benefit from the rise in price would of course be the
silver speculators and silver producers such as Anaconda
Copper and Phelps Dodge. When the artificial demand
for silver ceased, the price could be expected to fall
back to its natural level, leaving the Government with
a huge loss on its silver inventory. Commodity prices
probably would spurt at first, then ‘fall back, after which
the long-term trend would be upward, as it is at present,
depending upon the utilization of excess reserves by the
banks. The net effect of a silver purchase program would
be to raise temporarily the price of silver at the expense
of government credit and a loss of confidence in the
currency.

The silver purchase pressure originates, now as hereto-
fore, with the group of congressmen from the western
silver-producing states, who, for political reasons, are
interested in benefiting their home state industries. To
this ever present group is now added the inflation group
which thinks that higher silver prices will raise com-
modity prices and is willing to experiment to that end
despite the example of past experience. The public in
general favors inflation and can easily be led to believe
that, by some mysterious process, raising the price of
silver will somehow raise the price of corn, furniture, and
labor. This is the easier to believe since our fractional
coins are largely made of silver and. in the popular
imagination, silver has long been regarded as a monev
metal. It is very much to be hoped that the President
will not risk further impairing confidence in the national
currency through any silver purchase plan.

J. C. DoLLEY.
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Petroleum

In considering the in-
creased production of crude
oil in the United States since
the beginning of 1934 as
compared with the production for the corresponding
period in 1933, a few percentage figures may serve to
give a more definite picture of whalt is happening in this
part of the oil industry. The estimated daily average
production of crude oil in this country for the week
ending April 21, 1934 (as reported in the Oil and Gas
Journal), is almost 23 per cent greater than that for the
week ending April 22, 1933. This expansion of produc-
tion is being paralleled by the greater activity that has
become manifest in field operations and in field develop-
ments throughout the entire oil producing territory of
the United States.

LEADERSHIP OF

CURRENT EXPANSION
O OIL. PRODUCTION
IN UNITED STATES

This expansion of operations,
TEXAS IN THIS and particularly the expansion ip
EXPANSION producing oil fields, is not uni-

form by any means. Texas, for
instance, which has been furnishing for some months
more than 40 per cent of the national production, was
producing during the week ending April 21, 1934, al-
most 42 per cent of the total crude oil for the country;
for the week ending April 22 a year ago this State was
producing a little more than 36 per cent of the national
output. Moreover, it is important to note that the daily
average production of Texas is now 41.6 per cent
ereater than il was a year ago. Certainly this increase
is one of vast significance to Texas as well as to the oil
industry.

Furthermore, in the week ending April 21, 1934, the
three East Texas fields (Lathrop, Kilgore, and Joiner)
furnished more than 48 pe rcent of the entire Texas out-
put. And it should be noted that the East Texas fields,
according to the data in the Oil and Gas Journal for
April 26, 1931, have increased their output by more than
158 per cent over that of a year ago.

In general, fields in the major oil districts of the
country show an increase in production over that of this
time last vear: a notable exceplion, however, occurs in

the larger fields of California, all of which currently are
furnishing less oil than during this period of 1933
Such fields as Santa Fe Springs, Long Beach, and Kettle.
man Hills all register decreases; the state of California
as a whole, however, shows a slight increase. Another
field showing a slight decrease is the Seminole-St. Louis
of Oklahoma. The state of Oklahoma is producing con-
siderably more oil than it was a year ago; Oklahoma
City has increased its output by more than 74 per cent

TEXAS OIL DISTRICTS
EQUIVALENT TO

Likewise, most Texas dis-
tricts show substantial in-
creases—West Texas, North

{THEE. DL SEATES Central Texas, Texas Pan-

handle, and the Gulf Coast. The current production of
the Gulf Coast, for instance, registers a gain of 5.6 per
cent over that for the same period in 1933. Various
comparisons bring into perspective the dominance of
Texas and of several of its various fields in the produc-
tion of oil. For instance, the entire state of Kansas is
producing currently less oil than even the single district
of West Texas, and therefore considerably less than the
Texas Gulf Coast. Arkansas is producing less than any
one of the major Texas districts. All of Louisiana is
producing considerably less than North Central Texas,
and thus much less than either West Texas or the Texas
Gulf Coast. The current output of the entire state of
Oklahoma is less than one-half that of Texas; and the
current output of Oklahoma is somewhat greater than
that of California. Ketileman Hills, for instance, is pro-
ducing only a little more than the Texas Panhandle; and
the output of the three large California fields—Santa Fe
Springs, Long Beach, and Kettleman Hills—is only a
little more than that of the Texas Gulf Coast and is only
a third that of the three fields of East Texas. And the
total production of California is less than that of East
Texas alone. Thus it is necessary to consider the major
individual oil districts of Texas as comparable to or even
exceeding in importance that of other oil producing
states.

Erver H. Jornson.

Cotton

World supply situation of American
colton is the strongest since 1931. Ac-
cording to Garside of the New York
Cotton Exchange. the world supply of American cotton
was FLOSL000 bales April 1, 16,679.000 a year ago,
17.273.000 two years ago, and 9,958.000 on April 1,
1930.

[t is too carly yet to obtain definite information about
increases in acreage in foreign countries, though it is
generally conceded that there will he an increase. The
only question is, how much?

THE COTTON
SITUATION.

In some quarters much reliance was placed in the
Bankhead Bill to solve the cotton problems. The fact is
the Bankhead Bill taken alone will result in another
holding movement similar to that of the Farm Board
with this additional drawback, that it will have a
unprecedented amount of Governmental administration
machinery attached to it. The Bill does not limit either
production or ginning. Tt looks as though we must have
another demonstration that the total supply of cotton
is the real market supply regardless of who holds it
The fact is, we would probably have had less cotton and
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higher prices without the Bankhead Bill than with it in
the form it passed.

Spinners marging continue to hold up
remarkably well which indicates a fair
demand. The ratio margin for March was
162, compared with 162 for February and 173 for March
last year. The average pence margin during March was
4.07d compared with 1.09d for February and 3.72d
for March last vear.

SPINNERS
MARGIN

Total supplies of cotton in the United

%REXQEI States April 1 were 10,895,000 bales com-
SHEET pared with 12,641.000 bales last year. The

decrease in supplies of cotton in the United
States and of American colton in Furopean ports and
afloal to Europe during the past vear was 1,807,000 bales.

Caleulated changes in the index price of cotton based
on these changes in =upply indicate an advance of 321
points over the price in April last vear. When changes
in the index number and the spinners margin are pul
into the price caleulation. the caleulated centz price for
New Ovleans Middling 7« inch <pot cotton iz 9.80 cents.
The Bureau of Business Research supply-price chart
indicates a price of aboul 9 cents. The price caleulations
based on percentage changes indicate a price sliehtly
under 9 centx.

These caleulations do not take into aceount devaluation
of the dollar bevond that rveflected in the index number.
Also they do not take into account very large increases
of supplies of growths of cotton other than American.
The fact is. the reduction in supplies of all cotton is
considerably less than a million bales,

Livestock and Poultry

Shipments of Texas livestock to Fort
Worth and interstate points  during
March totalled 3,212 care against 3,462
cars during March 1933, a decline of

TEXAS
LIVESTOCK
SHIPMENTS

7 per cenl,

More significant, however, than the change in total
March shipments as compared with last year is the
change in shipments of the various classes of livestock.
Cattle shipments for the two periods were respectively
2,127 and 1.858 cars, a gain of 14 per cent; calves, 107
and 390 cars, a rise of 4 per cent; hogs, 373 and 721
cars, a drop ol 93 per cent: cheep, 305 and 493 cars, a
slump of 62 per cent.

FFor the first three months of the year shipments aggre-
gated 10,396 cars compared with 9,113 cars during the
corresponding period last yvear, an increase of 11 per
cent. Cattle shipments for the comparable quarters were
0,450 and 5.111 cars. an increase of 20 per cent; calves,
1.709 and 1.334 cars. an increase of 28 per cent; hogs.
905 and 1,351 cars. a decline of 29 per cenl: and sheep,
1.272 and 1.311 cars. a decline of 4 per cent.

Shipments of cattle and calves to the Fort Worth
market during March were more than 20 per cent above
those of a year ago while receipts of Texas hogs and
sheep at this market were only half those of last year.
There was a sharp falling off of all classes of Texas
livestock to the Los Angeles market compared with a
year ago, hog shipments having fallen to only one-third
of the number shipped to this market last year.

Sharp increases in shipments of sheep occurred to
California (other than Los Angeles) Chicago. Kansas
points, Missouri, and lowa. These increases were about
offset by declines in shipments to East St. Louis. Omaha.
the latter
market having received less than one-hall as many as in
March 1933.

Receipts of hogs in Texax from other states totalled

and other Nebraska points and Kansas City

182 cars acainst 12] cars in March last year, an increase
= s

of 30 per cent. The bulk of these receiptz came from
Kansas. Nebraska. and Oklahoma.

Different sections of the State show considerable varia-
tion in shipments from last vear. The northern half of
the Panhandle showed a 73 per cent increase in shipments
of cattle but a drop of 50 per cent in shipments of calves.
65 per cent in hogs. and 60 per cent in sheep: while
in the zouthern hall of the Panhandle there was but
little change from last vear. A decline in shipments of
all classes of livestock occurred in the district Iving
adjacent to the cap rock on the east. Shipments of sheep
from this district fell off 80 per cent from last vear.
Fewer cattle but a greater number of calves and sheep
were shipped from the Trans Pecos country. while <hip-
ments from the Edwards Plateau were laroer for all
classe< of livestock.

In spite of the large increase in shipments of cattle.
not only from Texas bat from other livestock areas.
prices have been rising steadilv and substantially, Espe-
cially has thix been trae for the better elasses of Tivestock.
This cituation iz in marked contrast to the condition
which prevailed during the fall and carly winter seazon.
Moreover. the price outlook for the hetter classe= of heef
i< constantly growing brichter.

On the other hand. hog prices continue to he depressed
even though the slaughter under Federal inspection in
March was the smallest sinee 1917 and was 10 per cent
less than in March 1933, 1t is obvious therefore that the
current depressed hog prices are caused Jargelyv by factors
other than the supply situation. I{ the hog processing
tax of 5225 per 100 pounds i~ included. the cost of hoes
to slaughterers duving Mareh was well above 26.00 1)1’1'
FO0 - pounds or more than 30 per cent greater than a
vear earlier,

Interstate vail shipments of poultry and
eeos from Texas during March totalled
151 cars against 186 cars in March 1933.
a decline of 21 per cent. Poultry shipments for the two

POULTRY
AND EGGS
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periods were 102 and 133 cars respectively, accounting
for most of the decline. Egg shipments of 52 cars almost
equalled the 33 cars shipped in March last vear.

\o rail shipments of eggs were received {rom outside
states in March this year whereas last year 5 cars were
shipped in from Kansas and 3 from Missouri.

Subscription to the
TEXAS BUSINESS REVIEW
$1.00 per year

Gasoline cales as indicated by taxes collected by the State
Comptroller: February., 1924, 58,631.000 gallons: January, 1934,
65, 581,000 gallons: February, 1933, 18,088,000 gallons.
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