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BUSINESS conditions in the United 
States, after several months o f grad
ual recession, took a turn, fo r  the bet

ter in February. Iron and steel output, as 
well as production in other basic industries, 
increased by more than the normal seasonal 
amount; and debits to individual accounts 
in 140 cities outside New York, representing 
total check payments in the leading com
mercial and industrial centres, were with 
seasonal correction the largest since last 
July, and with the exception o f that month 
they were the largest on record.

Heavy gold imports since the first o f the 
year have resulted in a marked increase in 
the supply of loanable funds, and banks 
throughout tlie country have been able to 
reduee their borrowings from  the Federal 
Eeserve banks. Allowing fo r  normal sea
sonal variation, total reserve bank credit in 
use in February was on the average about 
8 per cent, lower than in January, with the 
decrease due almost entirely to a more than 
seasonal decline in the amount o f bills dis
counted for member banks. Commercial 
loans by reporting member banks o f the 
entire system, which reached the largest 
total on record last November, declined by 
more than the usual seasonal amount from 
January to February; and loans on stocks 
and bonds, although showing only a  slight 
decrease in these two months, were in the 
aggregate well below the peak o f last Sep
tember.

In these circumstances interest rates, the 
composite measure of credit supply and de
mand, were naturally forced to still lower 
levels. But it remained fo r  a more spectac
ular event to focus public attention on the 
credit situation, On March 7 came the an
nouncement of the Treasury’s plan fo r  re
funding the Second Liberty Loan 4Ys per 
cent, bonds, by  which investors were given 
the opportunity o f exchanging their hold
ings fo r  new 3% per cent, five-year Treas
ury notes. Soon after the amionneement 
that the quarterly financing operations o f  
the Government would consist o f two offer
ings o f Treasury certificates to  the total 
amount of $450,000,000, bearing interest at 
3% and 3% per cent., the disclosure o f the 
refunding plan stimulated active buying in 
long-term Government maturities on account 
o f the low  rates at which the new issues 
were offered. The 3% per cent, rate is the

lowest at which any long-term obligation 
o f the United States, with the exception of 
the First Liberty Loan (which, however, 
had tax exemption privileges), has been 
placed since the pre-war period.

Another aspect o f these announcements 
that excited widespread public interest was 
the inference that, since approximately 
$660,000,000 in Treasury notes o f 1923 would 
mature March 15, it  was apparent that the 
Treasury was planning to reduce the public 
debt by about $200,000,000 and would still 
be able, with the assistance o f March tax 
receipts, to carry on its operations until the 
middle o f  June, when another income tax 
instalment will become due. Early esti
mates o f  the total o f income and profits 
tax receipts for March indicated that they 
might easily reach $600,000,000, or $100,- 
000,000 more than the receipts o f March, 
1926.

On the New York Stock Exchange prices 
continued to advance throughout February, 
but early in March there was a  rather sharp 
reaction, after which trading became less 
active, with prices alternately rising and 
falling without a definite trend in either 
direction.

An event of outstanding significance was 
the signing, on Feb. 25, o f the MeFadden 
banking bill by the President, Authorities 
on banking and finance are generally o f  the 
opinion that the provisions o f the bill, 
though perhaps not all that could have been 
desired in the way of constructive banking 
legislation, greatly strengthen the national 
banking system. Briefly, the most impor
tant provisions o f the new law are those 
concerned with the Federal Eeserve Sys
tem, those which deal with branch banking 
and those o f  which the purpose is to wipe 
out certain disadvantages under which na
tional banks have long suffered in com
petition with banks operating under State 
charters.

No ^extraordinary changes in financial 
conditions abroad have occurred within the 
month. In Great Britain, in view o f the 
many optimistic opinions expressed at the 
end o f 1926, the slow rate o f  recovery from  
the effects of the coal strike has been rather 
disappointing. Commodity prices continue 
to decline, and the only industries which
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