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Free Exchange Markets Indicate Stabilization
The Removal of Restrictions Upon Exports of American Capital Points to International Currency Adjustments; the Neiv York Stock Exchange Approves Federal Regulation
By ROBERT WINSMORE

C

LEARED of all ifs and buts, the Administration's abrupt removal of restrictions on dealings in foreign
exchange is unquestionably a s t e p toward
international currency stabilization. Beyond that, there is reason to believe that the
step was deliberately taken in preparation
for such stabilization, planned for no distant date.
To be sure, there has been no actual embargo upon exports of American capital
through purchases of foreign exchange.
The permissive Treasury Department licenses that have been required for the past
twenty months have caused restrictive
delays, but none has been finally refused.
Even gold for export has been readily supplied by the Treasury when called for by
foreign exchange rates.
Nevertheless, the Government's continuing supervision and readiness to halt the
outgo of capital to other countries at any
time has stood squarely in the way of the
free international flow
of funds and credits
that is a primary
Stable
requisite of currency
stabilization.
Now
Currencies
the barrier has been
in
removed and the way
Prospect
c l e a r e d . It was
erected because of a
national emergency,
and the emergency is past.
There are other implications. Administration purpose to make further experimental devaluation of the dollar seems to
be clearly denied by this lifting of restrictions which would be necessary to prevent
a resultant flight of capital. Such denial,
in turn, might be interpreted as further
proof of new Administration conservatism,
and as post-election declaration thereof to
inflationists and other radicals in Congress.
Moreover, there is a suggestion of desire at
Washington to contribute aid to struggling
nations of the gold bloc by bringing international stabilization into sight.
Of outstanding importance, however, is
the relation of stabilization to revival of international trade, which has suffered no less
from exchange restrictions and fluctuations
than from tarifl:s, quotas, embargoes and
the likeThe share of the United States in that
trade has fallen to 25 per cent, of what
it once was, and to 10 per cent, of the
world's total. Recovery of only a part of
such loss would be a great aid to domestic
industries, a great reducer of domestic unemployment.
For that reason, if for no other, the Administration's abandonment of its exchange
market curb, with the implied call upon
other nations to do the same, is an event of
high significance and encouraging omen.
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Wall Street cynics grinned broadly last
week when President Richard Whitney, of
the New York Stock Exchange, made occasion to speak with almost loving admiration
of the month-old Federal regulation of the
stock market. The principles and objectives of the new Securities and Exchange
Act, he calmly deFederal
clared, present no
Control
conflict, but are identical with those to
Is
which the Exchange
Welcomed
and its written rules
have long been wholly
devoted.
The Exchange does not regard the now dominant
SEC as a taskmaster, but as an aid in promotion of ever-desirable practises.
.The new order will not permanently restrict the volume of Stock Exchange trading. Restraint upon unethical speculation
by corporation insiders will not materially
curtail market activity, since such speculation never did constitute an important
part of the market, having been grossly
exaggerated in printed stories.
Imprudent speculation by those of small
means will be diminished only to the limited
extent that prudence can be defined and
that those of small means will themselves
ignore imagined opportunities for profit.
Prevention of abuse of credit in the stock
market can operate only when there is such
abuse, which heretofore has been largely
a fantasy of popular misconception. Then,
too, the new law may be amended and modified when necessary.
Thus Mr. Whitney, official spokesman,
with implication that the Stock Exchange's
long and bitter and expensive struggle to
avoid Federal regulation was rather a mistake after all, and that in defeat lay victory.
He deplored the assumption of unwarranted
market risks by bootblacks and laundresses,
spoke admiringly of traders who are suffi-
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ciently sophisticated to know that prices
can legitimately go in two directions, and
added an apothem. "Speculation," said he,
"is a social evil principally in the eyes of
people who have lost."

Fear of Federal taxation of their surpluses has become wide-spread among corporations, and the stock market is looking
forward to many fat extra dividends during
the next few months. Several large distributions to shareholders have already been
announced, one of the most noteworthy recently being that of 100 per cent, in stock
by People's Drug Stores. Various other
concerns having more or less Wall Street
prominence are known to be considering
similar escape from the tax danger by dividing their accumulations among owners of
their shares.
All Federal revenue, acts during the past
twenty years have included an undivided
corporation surplus
tax in one form or another, but the penalty
has rarely been imposed by the Government except where
purpose to save individual stockholders
from surtaxes on personal income has been
too apparent to be ignored. Now, however,
it is being variously indicated that the tax
is to be levied upon all corporations whose
accumulations are larger than the Treasury
Department considers "reasonable." Naturally, therefore, many companies are considering the advisability of making new
capital expenditures with one hand and distributions to shareholders with the other.
Another phase of the tax situation that
should be noted at the moment is the likelihood that this year the usual year-end "tax
(Continued on page 42)
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Four Indicators of Business Activity
This chart shows in percentage of deviation from tlie basis of weekly average for 19231925, inclusive, steel ingot production in percentage of total plant capacity, total freight
car-loadings, bank debits outside New York City, and automobile production. It covers
the week ending November 10
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Artist's conception of a family encamped in Golden Gate Park after the fire had burned their home

PROMPT ACTION RELIEVED THEIR DISTRESS
iVloney was scarce in San Francisco. The fire of 1906 had swept the
city . . . destroyed homes . . . burned
the banks. No one dared open the
oven-hot vaults, fearing air would
ignite the contents.
Our Pacific Coast manager reported :
'While our offices burned, we
buried our records in Golden Gate
Park . . . dug them up while the fire
was still smouldering . . . were first to
reopen in the burned area.
'We secured gold from the United
States Mint . . . made immediate
loans under our policies. This prompt
action relieved the distress of many
policy-holders and their families in
this crisis.'
The speed with which our San

Francisco Office acted is typical of
New York Life service to policyholders.
This mutual company has always
been owned by its policy-holders.
Since 1845'^^^'^^ P^^'^ o'^^'" ^°"'' '^^'
lion dollars to living policy-holders
and to beneficiaries, chiefly women
and children.
These payments were made under
policies most of which would not
have been taken except for the earnest efforts of New York Life representatives.
Today probably one of your most
urgent financial problems is how to
provide most wisely for your family's
future and your own retirement. Ask
the New York Life representative in
your community about our plan.

"HAVE YOU EVER THOUGHT OP IT
LIKE THIS?"
Undaunted by their losses, the foresighted men and women of San Francisco
were quick to rebuild a new and better
city on the ashes of the old.
Today men and women everywhere
are rebuilding their financial structures
and turning to life insurance as the first
essential in a sound investment program.
A New York Life policy is one of the
best investments you can make . . . for
your family or yourself. It gives 'double
protection,' that is, a retirement income
for your later years, and insurance for
your family in event of your prior death.
Ask our representative for our booklet, 'Retire With a Life Income,' or
write for a copy.
Make Life Insurance
The Foundation of Your Financial Program

SAFETY IS ALWAYS THE FIRST CONSIDERATION . . . NOTHING ELSE IS SO IMPORTANT

N E W YORK L I F E I N S U R A N C E
A MUTUAL COMPANY FOUNDED IN 1845

THOMAS A. BUCKNER, President

COMPANY

51 MADISON AVENUE, NEW YORK, N. Y.
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Thro¥r Away
Your Aerial!
Amazing $ 1 Device Does Away W i t h
I t E N T I R E L Y ! Special T u n i n g
Feature improves Selectivity, Tone

S

IMPLY hook Walco Aerial Eliminator on back of radio
—forget yards and yards of aerial trouble! Size only
3 x 5 inches. Eliminates ugly wires all over room, on
roof, or hanging out window. Gives volume and distance
equal to out-door aerial with far BETTER SELECTIVITY.

NO

MORE NUISANCE
OR DANGER

Easy to connect Walco Aerial
Eliminator in 2 minutes without tools! Ends all dangers of
lightning, storms, short circuits. No more clicks and noise
from wind and rain.
NOW
you can hook up radio in any
room. No wires show.

SEND NO M O N E Y
Try It S Days
at Our Risk !
Merely mall the coupon. No
money necessary now. Wlien delivered pay postman $ 1 ,
plus few cents postage. If not delighted, return it in 5 days—•
your J l refunded at once. ELEOTBICAL LABORATOBIBS
CO., 141 East 25th Street. Dept. 5 1 1 , New Tork, N. Y.
ELECTRICAL LABORATORIES CO. Dept. 611
141 East 26th St., New York, N. Y .
Send Walco Aerial Eliminator, with instructions. Will
pay postman $ 1 , plus few cents postage. If not delighted,
will return it in 5 days for %1 refund.
Name
Address
Check here if ENCLOSING $1—thus saving postage
charges. Same refund Guarantee applies.
DEALERS—Wrjte for proposition

•

THE EDUCATION OF THE W i l l
by Jules Payot, Rector of the Academy of Ais, France, Authorized translation. Thirty editions in fifteen years. Shows
the way to success and happiness by proper training of the
will. Will make life over for you. 12mo, cloth, $1.75 ;'by mail
$1.89. Funk & Wagnalls Company, 354 Fourth Ave., New York

NATURE'S OWN METHOD OF >

J?£Bl/nDfNC\
HEALTH^
Since rest is essential in t h e t r e a t m e n t of tuberculosis, w h y n o t rest under stimulatinff
climatic conditions? T h i s whole c o m m u n i t y
is organized to provide perfect comfort a n d
rest. A friendly welcome and proper climate
will s t i m u l a t e your cure. Skilled physicians
w i t h special training provide correct treatment. Weekly r a t e s $15.00 a n d u p . W r i t e
Information Bureau, 6i2 M a i n Street, Saranac Lake, N . Y.

(^cntetc^

SARANAC LAKE
ADMINISTRATIVE
AND RESEARCH
CORPORATION
'^

(NEW YORK)

1 2 0 WALL STREET, NEW YORK

Furnishes Investment
Advisory Service to

QUARTERLY
INCOME
SHARES
. ..and. . .

THE
MARYLAND
FUND
•
Prospectuses May be Obtained
iipon Request from Your Local
Investment House.

Massachusetts' League of Nations Poll
At Least 62 Per Cent, of a Truly Representative Cross-Section of the
Staters Population Favors Membership
J t l ow do the American people stand on the
issue of United States entrance into the
League of Nations? An official referendum
in Massachusetts—home State of the late
Senator Henry Cabot Lodge, arch-opponent
of American membership in the League,
has just been taken.

and Lawrence, the preponderance of foreign born is great—in some instances
around 40 per cent. The rural voters were,
for the most part, born in the United States.
The four towns returning negative majorities may be classified as follows:

Of a total 217,421 Massachusetts citizens
voting on the question at the State election
on November 6, 135,485—or 62.31 per cent.
—registered their desire for the United
States in the League. Of the 115 Massachusetts cities and towns where the referendum was on the ballot, but four returned
negative majorities.

Majority
Party
against
Vote
League
Milton
Suburban Republican
52.84
Amesbury Industrial Democratic
50.93
Salisbury Rural
Repiiblican
52.04
Brewster Rural
Republican
52.82
This was an abnormally Democratic year
in Massachusetts. Many normally Republican towns returned heavy Democratic majorities. Consequently it is difficult to measure League referendum results against
party divisions.
Comparison of two Republican with two
Democratic strongholds seems to show the
Democrats somewhat more favorable than
the Republicans to American membership
in the League. Newton and Winchester,
which normally return strong Republican
majorities, gave 58 per cent, and 57 per
cent, majorities in favor of the League;
while Holyoke and New Bedford, heavily
Democratic, returned League majorities of
67 per cent., and 74 per cent.

Descendant of the old New England town
meeting, Massachusetts has its Public Policy Question Statute. Under it, any State
Representative District, on petition of 200
of its citizens, or any State Senatorial District, when 1,000 citizens petition, must put
on its ballot at a regular election any given
question of public policy.
The League of Nations question asked:
"Shall the representatives in the General
Court from . . . . be instructed to vote to request the President and the United States
Senate to enter into full cooperation and
membership in the League of Nations, with
the explanatory reservation that the United
States shall not engage in war with any nation
except by vote of Congress as provided in the
United States Constitution, and such other
reservations as they may deem wise?"
This appeared on the ballots of thirty-six
Massachusetts Representative Districts.
While only about one-fourth of the districts
of the State, these are located in every
region from the Cape to the Berkshires, and
included at least a part of every county,
except Dukes and Nantucket—sparsely settled island counties. In several instances,
such as in Boston, Cambridge, and Brockton, district lines divided municipalities so
that the referendum was on the ballot only
in certain wards.
Comparison of returns seems to indicate
little variation in sentiment between the
types of population. Voters in college centers were most strongly in favor of the
United States joining the League; those in
suburban towns were the least so. Between
these two were the rural communities and
industrial centers, standing about alike on
the League question. Political party-lines
appeared to have had small, if any, bearing
on the results.
As nearly as such distinctions can be
made, using the general nature of the various towns or city wards as criteria, the following comparisons are possible:
Majority in
Per cent, of
favor of
total vote
League
Urban Industrial
Centers
57.41
62.73
Suburban
23.92
57.71
Rural
14.84
65.14
College Centers
3.83
73.67
There appears to have been no difference
in sentiment on the League between the
native and foreign-born citizens. In such
industrial cities as Worcester, Fitchburg,
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League Membership Wins
The possibility that the Democrats may
have been somewhat more on the side of the
League than the Republicans might be deduced from the fact that of the towns returning majorities against American membership, three were classed as Republican
and one as Democratic. However, of the 115
cities and towns where the referendum was
on the ballot, ninety-one were classed as
Republican and twenty-four Democratic, on
the basis of the 1933 elections.
Considering the general uniformity of
the returns, it seems fair to say that at least
62 per cent, of a truly representative crosssection of the Massachusetts population
favors the United States joining the League
of Nations.

Free Exchange Markets
(Continued from page 40)
selling" of securities will be very light in
total volume. For his Federal taxation, it
is no longer possible for the individual to
offset his income by establishing large losses
in stocks and bonds, since such capital losses
are now allowable only to the extent of
$2,000 in excess of capital gains. At the
same time, his New York State return must
exclude both gains and losses in capital in
computing his normal, as well as his emergency, income tax.
Therefore, the usual urge to sell securities and so record losses thereon will be a
very mild urge this year, and the stock and
bond markets should be relatively free from
what has been a restraining, and even disturbing, influence in times past.

