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VISION
Always

WINS!

To dream is common. But true vision—a real percep-
tion of things to come—is as rare as it is important to
the progress of human affairs.

Vision in the real sense always wins. Nothing is more
certain than public response to the man or institution
which can offer good, new things for the greater fulfill-
ment of human needs.

Starting with the introduction 15 years ago of a new
and better kind of car, Chrysler Corporation has con-
stantly devoted itself . . . in its engineering and re-
search, its analysis and development, its adherence
always to the fundamentals of value and service . .. to
the simple but difficult principle of being first with
good, new things . . . in being first in anticipating
human wants and needs.

Today Chrysler Corporation fills these human needs
in many fields . . . not only in motor cars and trucks,
but in many other phases of modern life.

Great buildings are air-conditioned by Chrysler
Airtemp. Immense machines are given might by
Chrysler industrial engines. Motor boats are powered
better with Chrysler marine engines. Machines run
smoother on Oilite bearings.

Out of Chrysler Corporation’s immense and modern
engineering buildings have come four of the world’s
foremost cars—Plymouth, Dodge, DeSoto and Chrysler
—and some of the most amazing developments in auto-
motive engineering . .. Hydraulic Brakes— Safety Steel
Bodies—Scientific Weight Distribution (Floating Ride).
Floating Power Engine Mountings—High Compression
Economy Engines —Superfinish—Fluid Drive.

Wherever burdens are carried or commerce rides the
highways, there you'll find Dodge trucks and delivery
cars, Plymouth commercial vehicles, facilitating busi-
ness, cutting business costs . .. applying to group trans-
portation those principles of dependability, long life
and economy so familiar to users of Chrysler-built cars,

Vision always wins, The growth of Chrysler Cor-
poration is still another proof. of the wisdom of
foresight in every field of endeavor. The American
public has grown, through the years, to look to
Chrysler Corporation as an unfailing source of things
new, useful and better.

Chrysler, in turn, has kept the faith . . . Yo get the
good things first from Chrysler Corporation.

| CHRYSLER CORPORA TION

PLYMOUTH DODGE DESOTO

CHRYSLER
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1940—A Bird’s Eye Preview

This special issue of the “Chronicle” is designed
not so much to present a review of the year 1939,
which has been consistently mirrored from week to
week in these columns throughout that period, or
to undertake a forecast of what the year 1940 holds
in store, which would be of doubtful value at best,
as to offer its columns to the industrial, commercial
and finanecial leaders throughout the Nation for a
delineation by them of their problems, and for an
expression by them of their hopes and their fears
as seen and entertained after some weeks of the new
year have afforded perhaps a clearer perspective
than it was possible for them to obtain during the
closing weeks of the old year. The reader will find
that the pages that immediately follow have been
faithfully devoted to precisely this cause.

It remains for us to give here only a brief and
somewhat generalized summary of the essence of
what is said in print on later pages and what a few
of more than ordinary understanding have preferred
to express by word of mouth. What, then, has
American business to say of itself and its prospects
late in January of this year of our Lord 1940?

First and foremost, we believe that it may be
said without fear of contradiction that the voice
of business may be plainly heard asserting with
definiteness and vigor that at bottom the situation
confronting industry, trade and finance has under-
gone little change as a result either of the recovery
program announced in 1938 with the sound of drums
and of trumpets or of the prospect now apparently
obtaining of a disappearance of at least some sub-
stantial part of the pump-priming expenditures of

the past year or more. TFew, if any, responsible
business executives hold the view that the difficul-
ties and the obstacles with which business has for
the past few years been faced have in any very
substantial degree been removed from their path,
and not many, certainly, have any very strong faith
that American business can move ahead, making
possible year after year a more abundant life for
the individual citizen unless and until such impedi-
ments are thrust aside, not by business, which is
powerless to remove them, but by the rank and file
of the people operating through their Government.

Yet there have been ups and downs in business
activity, business profits, and in some degree at
least of genuine business progress during recent
years when enterprise, large and small, was being
obliged to carry this heavy load of Government un-
wisdom and unfriendliness. So long and so ardu-
ous has seemed the task of getting our national poli-
cies upon a sound and rational footing again, and
so difficult, at times so almost hopeless, has ap-
peared the task of even making a good beginning
in this direction in the calculably near future, that
it has grown quite customary, whether wise or not,
of contemplating the outlook in the assumption that
these handicaps must for the foreseeable future con-
tinue to be borne, and to appraise the future course
of business with a view to determining what prog-
ress is likely within the limits set by the conditions
existing and likely to exist for some time to come.
The average business man today is indeed usually
more interested in fathoming the more or less near-
‘term future upon the basis of this assumption than
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in reckoning upon any drastic alteration in the
fundamental conditions under which he must work,
although he naturally is quick to take carefully, and
sometimes rather too hopefully, into account any
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indication of at least a beginning of the long trek
back to sanity in national policies, since he is con-
vinced that so far as the business community itself
has been able to effect it, or could possibly have
been expected to effect it, conditions are ripe for a
vigorous advance upon a wide front.

In his current efforts to reach the necessary work-
ing conclusions as to what lies ahead for the next

year, the business man, certainly outside of what is-

popularly known as Wall Street, where sentiment
is always mercurial, appears to have altered his
views but little in any fundamental respect since
the turn of the year. There has, however, been a
very discernible shift of emphasis as among the
sundry factors which are believed likely to govern
the year’s results. From early autumn until nearly
the close of the year the well-maintained stream of
orders in much the larger number of industries in
the country tended quite naturally to focus atten-
tion upon what appeared to be the more favorable
aspects of the situation and outlook. It was, of
course, from the first fully understood by thought-
ful observers everywhere that there was an.element
of artificiality in the “boomlet” which had devel-
oped, and also almost certainly factors which would,
other things being equal, destine it to short dura-
tion. There was, however, always the distinct possi-
bility that foreign purchases would develop as
rapidly and as persistently as many domestic buyers
appeared to fear and, too, in the greatly accelerated,
almost feverish, activity then obtaining almost
everywhere, it was naturally quite easy to over-
estimate certain favorable factors apparently

The Commercial & Financial Chronicle

Jan. 27, 1940

present, as, for example, a number of indications
that the New Deal managers might be upon the
verge of changing their course appreciably or even
be losing ground seriously in a political sense.
With domestic orders being received at a rate out-
stripping capacity to fill them, it was but natural
presently to cease to give a great deal of thought to
foreign orders or the possibility of their arrival on
a much larger scale, and to become at least half con-
vinced that American business was on the upturn,
on its own steam, as it were. i

It is nonetheless a fact that business men by
and large kept their feet firmly planted upon the
ground and their eyes fixed realistically upon the
situation as it actually existed. They studiously
refrained from permitting prices to reflect the
exuberances of the more speculatively inclined, and
managed to keep their operations, and on the whole
their relations, with labor in a wholesome and
healthy condition. Although it is always exceed-
ingly difficult to adjudge inventories realistically,
it would at this time at least appear that stocks
of goods have not been permitted to accumulate in
a way comparable to what took place in 1936 and
1937. By about the end of the year buying gen-
erally had become sufficiently less insistent, not to
say feverish, to induce a quieter and more searching
inquiry into the probabilities of the future. They
were found to be on the whole encouraging, but
few if any held the belief that the rate of activity
enjoyed during the final quarter of the year could
be maintained long after the turn of the year. It
had begun to be more evident that the outlook for
1940 was rather largely dependent upon, or at least
the results for the year would be very greatly influ- :
enced by, two basic factors—despite the fact that -
many branches of business entered the new year
with accumulated orders upon their books which
seemed clearly to insure them against any such
sudden and deep decline in activity as that coming
late in 1937 and early 1938. The two factors, both
well beyond the control of the business community,
are the course pursued at Washington and war de-
velopments abroad.
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These two factors still dominate the thought of
the business executive, and it is probably true that
he is somewhat less optimistic about them than he
was, say, three months or perhaps even a month
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“ago, although it is well recognized that the possi-
bility exists that on both these “fronts” events may
prove more favorable than the more gloomy are
willing to concede today. The conduct of the
Temporary National Economic Committee, and the
apparently resurgent aggressiveness of the Securi-
ties and Exchange Commission, particularly in its
dealings with the utilities industry, have had their
inevitable effect upon current judgments of the
probable course of the New Deal managers, as
naturally also have sundry reports of legislative
proposals being drafted and the spurt of activity
on the part of the Department of Justice in the
name of the anti-trust laws. Renewed effort on
the part of the Administration to procure a Boulder
Dam, or Bonneville project in the development of
the St. Lawrence to disturb an area heretofore free
of such troublesome undertakings has caused some
concern in certain sections of the utility industry.
On the other hand, it has always been Congress,
rather than the Administration, in which business

was. inclined to place its hopes, and the determina- -

tion Congress seems to be showing, at least for the
time being, in reducing presidential requests for
funds seems, so far as it goes, to offer encourage-
ment not only as respects fiscal affairs but also as
to other experimentation, since it is well known
that individual members of Congress have in large
number looked askance upon much of what the
President was doing, merely lacking the courage,
which it may possibly now be mustering, to put an
end to it.

The reactions of the business community to recent
developments abroad have likewise been mixed.
With the publication of the export figures for the
month of December it became quite apparent that
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distinct improvement had set in so far as our sales
to foreign peoples are concerned, improvement
which bears quite enough similarity to that which
occurred in the earlier months of the World War
to suggest the possibility that so-called war orders
may well presently take on very much more sub-
stantial proportions. While there are many pit-
falls in this type of business, there can be no ques-
tion that it would, if sufficiently substantial, tend
to provide a stimulus to American business which
could not be ignored. On the other hand, it is today
realized more clearly than in the past that marked
increase in the intensity with which the war is con-
ducted in Europe and a further spread of hostilities
would tend quite definitely to raise the question of
our participation therein and in consequence of a
vast increase in the already almost unbearable de-
gree of governmental intermeddling and control.

Such, in general, are the general factors which
are absorbing the attention of business executives
today, and if there is an appreciably greater ten-
dency now than before the turn of the year to wait
developments before reaching definite conclusions,
that fact does not by any means indicate that practi-
cal and influential executives have reached the state
of pessimism which may today at times be heard
among those who frequent the board rooms of bro-
kerage houses in Wall Street. The fact is, of course,
that in industry and trade the business man, in
addition to keeping a weather eye open to these
broader influences, is engaged, often chiefly engaged,
in appraising the factors more immediately bearing
upon his own business.

These broader influences directly or indirectly
affect all branches of industry vitally, but these
factors naturally work themselves out differently in
each of the major industries, and each industry has
its own peculiar problems, often its own peculiar
triumphs of technology which cause it difficulty or
offer it more than average promise of success for

/the coming year. The iron and steel industry is, for

example, largely a manufacturer of what are known
to the economist as producers’ goods. That is to
say, its customers are for the most part other busi-
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ness men, and it prospers as the railroad, the motor,
the oil, the construction, and many other industries
prosper. It moreover has rather more than average
stake in the preparedness program being pursued by

TEXTILES
Federal Reserve Index of Industrial Production
(1923 -"25 =100)

Vg Unadjusted
Adjusted
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the Government at Washington, and perhaps rather
more in some of the so-called recovery and relief
outlays. The steel executive, therefore, in apprais-
ing his outlook must in a very substantial measure
appraise the prospects before many other branches
of business. Although to some observers the per-
sistence of a low rate of new buying since the turn
of the year, and indeed in appreciable degree some
weeks before the end of the old year, is disappoint-
ing, the iron and steel industry views the future,
certainly the nearer-term future, with a considerable
degree of optimism.

Tt is to be recalled that production in this indus-
try reached a new all-time peak last autumn, and
accordingly could hardly expect, and in point of
fact did not expect, to maintain any such rate of
activity. As a matter of fact, there was and is no
- great desire on the part of its managers to maintain
such a rate. The most profitable results in this
industry, as in a good many others, are not to be
obtained when the mills are going at virtual
capacity, but rather when they are operating at
some rate appreciably below that level. Feverish
"activity inevitably brings higher costs. A rate of
operations observably lower than that obtaining
during the last two or three months of 1939 would
therefore not be considered a hardship by the prac-
tical steel executive. Presently existing back-logs
of orders, although being faiﬂy rapidly reduced,
seem to assure a reasonably good rate of operations
for some weeks to come, and so far as steel to be
used by the railroads is concerned to provide busi-
ness of proportions for a considerable period of
time, since much. of the rail and equipment orders
of last year remain to be filled.

For the full year steel executives are cautiously
optimistic, expecting, or at least strongly hoping,
for a year as good or better than the year 1939. At
the same time it is now rather widely recognized
that whether these expectations or hopes are ful-

[
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filled will depend a good deal upon a number of
factors now difficult to appraise. Foreign consum-
ers appear now to promise rather better business
than had in some quarters been foreseen. The oil
industry is more or less unpredictable in some of its
aspects, but trade opinion appears to be on the
6pt.imistic side. The motor manufacturers have as
yet reported no indications that their optimism for
the current models will prove misplaced, although
of course spring demand remains for the future.
Demands for construction are regarded as likely to
be as good if not better than last year. Demand
growing directly out of the activities of the Federal
Government is at this stage difficult to appraise.
Evidently several weeks, perhaps several months,
must elapse before it can be ascertained with cer-
tainty what Congress will do in the way of appro-
priations. both for national defense and for other
purposes. What is done will, however, in all proba-
bility affect 1941 business fully as much as that of
1940, perhaps more so. New railroad business will
without question depend largely, if not almost
entirely, upon the volume of traffic offered the
roads, or definitely in early prospect. It is appar-
ently more or less taken for granted by most observ-
ers that any broad revival of nmew capital invest-
ment in industry will await a much clearer delinea-
tion of the outlook.

The chemical industry is another which serves
other industries primarily. Its outlook is also
accordingly closely related to the outlook of a wide
variety of other branches of business activity. There
are, however, certain elements which tend to set it
apart. One of these is the rate at which techno-
logical triumphs have followed one another in re-
cent years, and are still almost daily being reported.
This constant flow of new and improved products,
serving new purposes or serving old needs more
adequately or at lower costs has stood the industry
in good stead during recent trying years. There
are, as everyone knows, many such developments in
the works, so to speak, in the chemical industry
today, a fact which helps to open opportunities to
this branch at least in part independent of the gen-
eral trend of business. Another factor of importance
is the circumstance that several of the products of
this industry are vital to the conduct of modern
war, and so tremendous have been the strides of the
American chemical industry during the past quarter
of a century that it occupies a world position today
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Keering Propuction Costs Down

For more than a generation, International chemists
and technicians have worked untiringly to provide bet- .
ter materials—better processes—better methods—for use

FERTILIZER in agriculture, in industry and in the home.

They search unremittingly for new methods of lower-
ing the cost of producing things to eat—things to wear
—things to use. And they measure the results of their efforts in terms
of lower costs for the producer and reduced prices for the user.

Now, more than ever before, these improved materials and better
services are vitally important to economies in farm production, in

factory operation and in home management.

Through its twenty-six fertilizer and chemical plants and sixteen
divisional sales offices in the principal agricultural and manufac-
turing districts east of the Mississippi River, International serves an

increasingly large number of customers on the farm, in the factory

and in the home.

~[NTERNATIONAL AGRICULTURAL (ORPORATION

NEW YORK

61 BROADWAY
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New York Chapter of American Institute of Banking
to Hold 39th Annual Banquet on Feb. 3

The thirty-ninth annual banquet of the New York Chap-

ter of the American Institute of Banking will be held at

the Hotel Astor, New York City, on Feb. 3. Dinner reserva-

tions may be mailed to James E. Robertson, Banquet Treas-

_ urer, Chase National Bank, New York City. John A, Elbe
is Chairman of the Banquet Committee,

—_——

Annual Convention of Investment Bankers Association

of America to Be Held in Florida, Dec. 9-13

The twenty-ninth annual convention of the Investment
Bankers Association ‘of America will be held at the Holly-
wood Beach Hotel, Hollywood-by-the-Sea, Fla., Dec. 9 to 13,
1940, inclusive. The location and date, fixed by the Board
of Governors, were announced on Jan. 22 by Emmett F.
Connelly of the First of Michigan Corp., Detroit, President
of the Association, through its office in Chicago. Mr. Con-
nely explained that the meeting is being held considerably
later than usual because of the national election this year.
The Association customarily holds its annual meetings dur-
ing the latter part of October.

—_—
New York Herald Tribune to Hold Three Monthly
Inter-American Conferences

The American Arbitration Association is cooperating with
the New York “Herald Tribune” in the staging of three
monthly Inter-American Conferences, to be held Feb. 15,
March 14, and April 11, at the Hotel Astor in New York
City. About 1,000 delegates of organized women’s groups
will attend each of the sessions. Reservations are being
made through Mrs. Grace Allen Bangs, Director of the
New York “Herald Tribune’s” Club Service Bureau. Sub-
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ject of the first program, Feb. 15, will be “Defense of the
Americas” ; the second, March 14, will be devoted to “High-
ways and the Culture to Which They Lead”, and the third,
April 11, to “Inter-American Peace and Arbitration”.
—_——
Life Insurance Sales Research Bureau Announces
1940 Annual Meeting Dates

The Board of Directors of the Life Insurance Sales Re-
search Bureau at a recent meeting in New York City
selected Oct. 29, 30 and 81 as the dates for the 1940 annual
meeting of the Research Bureau and Agency Officers Asso-
ciation. Tt will be held at the Edgewater Beach Hotel in
Chicago. The 1940 meeting will be the nineteenth consecu-
tice annual meeting for the Research Bureau and  the
twenty-fourth for the Agency Officers Association.

—_—

The National Association of Real Estate Boards to
Hold Next Annual Convention in Philadelphia
Week of Nov. 11

The next annual convention of the National Association
of Real Estate Boards will be held in Philadelphia the week
of Nov. 11, next, with the Philadelphia Real Estate Board
as host, the Executive Committee of the Association an-
nounced on Jan. 6. The Bellevue-Stratford Hotel will be
convention headquarters. Boyd T. Barnard, Philadelphia,
has been named by Charles J. Mitchell, President of the
host hoard, as General Chairman of its local committees for
the coming national convention. Mr, Mitchell, as President
of the Board, and John F. McClorren, as Executive Vice-

President of the Board, will be ex-officio members of all

these committees. Newton C. Farr, Chicago, President-elect

of the Association for the year 1940, will be ex-officio Chair-
man of the general national committee on plang for the
convention, : ’
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with which its status in 1914 is in no way compar-
able. It is doubtless due to these facts that the
chemical industry is able to view its future with
more confidence than the rank and file of enter-
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prises in the United States and elsewhere which are
its chief customers. It must not be supposed, how-
ever, that technological triumphs are mere wind--
falls. This they certainly are not. They are the
result of painstaking and.expensive research, and
the task of bringing new products or new processes
to the point of commercial feasibility and impor-
tance is both time-consuming and expensive. Yet
the initiative of the industry, and its good fortune
in succeeding in wringing a thousand secrets from
nature in recent years, stand it in good stead now
as always, but in particularly good stead at times
such as these when many handicaps must be tol-
erated. '

Railroad and utility executives find their pros-
pects alike in that they are both bedeviled with poli-
ties and heavily burdened with taxation. They are
unlike, however, in the fact that the railroad indus-
try has been so long under the thumb of the poli-
tician and so severely beset by competition, particu-
larly by the trucking industry operating upon toll-
free roads, that it has reached a greatly weakened
condition, and moreover cannot with confidence
look forward to relief from the more troublesome
features of its political troubles which render virtu-
ally impossible the type of action calculated to per-
mit it to meet its difficulties with the greatest
assurance of success. The railroads have of late
months, however, shown marked ability to handle
difficult problems placed upon them by an exceed-
ingly drastic increase in the business they were
called upon to handle without reason to expect it.
At the same time the outlook of the industry, at
least for this year and probably longer, is recognized
as depending in very large degree upon the business
offered. Give the American railroads a reasonably
satisfactory volume of traffic and they will do
passably well despite all the handicaps under which
they must operate. Deny them that traffic, either
through restrictions and burdens placed upon busi-
ness generally, or by preventing them from attract-

- ing their share of business in what is a severely com-
petitive situation, although not always recognized
as such, and the “railroad problem” is in evidence
in an acute form. '
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The utilities, on the other hand, are able to obtain
business in, comparatively speaking, quite satisfac-
tory volume (where Government competition does
not intrude on a large scale), but must suffer at
the hand of the politicians in the matter of rates,
but particularly at this stage in a general over-all
regulation and restrictive program emanating from
Washington. It is a severe handicap, but at least

. the industry has not yet reached a stage comparable

to that of the railroads, and while it would probably
be too optimistic to expect any early and very
marked cessation of the over-regulatory activities
of the Federal Government, or any wholesale giving
up of the idea of the yardstick, it is at least per-
missible to hope for an appreciable improvement in
this respect. The situation is, however, clearly
recognized as far from settled, and signs have not
been wanting of late that a resurgence of the utility
baiting of recent years may be under way.

The oil refining industry is another whose out-
look is in appreciable degree affected by technologi—\
cal advances. Indeed, it has been said that it is
on the way to becoming a vast chemical industry
specializing in, if not confining itself to, petroleum
as its raw material. The most important immedi-
ate element in this situation is the improvements
that have of late been instituted in the process of
making gasoline. There can be no question that
the advance thus made possible in the quality of
product will during this year redound greatly to the
benefit of the consumer. This is particularly true,
of course, of the airplane industry. The importance.
of this improved product to those who are conduct-
ing a modern war is widely recognized, although of
course the impact of this importance upon the in-
dustry depends in part at least upon such factors
as moral embargoes and the like. There are, how-
ever, products other than gasoline which are in war
demand—a fact which is at once stimulating the
sale of certain types of products and tending to
cause an over-production of gasoline. In the crude
oil production branch the eyes of the industry are
turned upon California, and particularly upon
Illinois, as possible sources of over-production, ac-
cording to most oil executives.

The story of American industry as it faces 1940
might, of course, be lengthened almost indefinitely,
but it is better to refer the reader to what American
enterprise has to say for itself on the following
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A Business without Season ...

For an excellent example of the diversification possible in modern
business, consider the activities of the American Ice Company.
Each activity satisfies a definite public demand for vital
necessities or a service of convenience although peak months are
widely separated.
As a result of public education, the demand for ice is no
longer limited to the summer season and this service has become a
well-rounded twelve months’ activity. By applying modern
merchandising methods to the sale of fuel, its purchasing period
oa" has been expanded until it now includes both spring and summer
Ice Refrigerators months. The introduction of ice-cooled air conditioning a few
Household years ago has opened rapidly growing markets for heavy ice
Commercial tonnage due to the economy and efficiency of this method.
Air Conditioning ‘Add to the above the well balanced year around business of
Conl the modern Knickerbocker Laundry plant and it may be truly

Fuel Oil
Knicukeerb:)csker stated that the operations of the American Ice Company know

Laundry no season.

AMERICAN ICE COMPANY

is engaged primarily in facilitating

. wholesale distribution and retail
sales of the following products of
General Motors Corporation and
its world-wide afhiliates: CADILLAC, LA SALLE, BUICK, OLDSMOBILE, PONTIAC,
CHEVROLET automobiles; FRIGIDAIRE appliances for refrigeration and air con-
ditioning; DELCO lighting, power and heating equipment; GMC trucks; BEDFORD,
VAUXHALL, OPEL, BLITZ—foreign made automotive vehicles.

GENERAL MOTORS ACCEPTANCE CORPORATION

“The business consists of investments in self-liquidating credits, widely diversi-
fied as to region and enterprise, capital employed being in excess of $80,000,000.

In obtaining short term accommodation, GMAC issues one standard form of
note. This obligation it offers to banks and institutions, in convenient maturi-
ties and denominations at current discount rates. .

These NOTES are available, in
limited amounts, upon request.

EXECUTIVE OFFICE ’ BRANCHES INSTALMENT

NEW YORK *IN PRINCIPAL CITIES P L A N
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BUSINESS and FINANCE
\S;aeaéd — after the turn of the year

K. S. Adams

President, Phillips Petroleum Co.

Total 1939 demand for United States crude oil and
all products exceeded that of all previous years.
There was an 8%, increase over total 1938 demand,
which raised the gain since 1929 to 329,. Unless
‘ general business in this country
has an unexpected curtailment
during 1940, total petroleum de-
mand is expected to show a
further gain of about 6Y}.

Demand for American oil for
the warring nations in Europe has
not yet shown the anticipated
increase. We believe that when
these countries have convoy sys-
tems better organized and have
begun to draw more heavily on
their large stores of petroleum,
exports of high grade American
gasolines and lubricating oils
will increase materially. How-
ever, exports are only about one-
sixth of our domestic demand.

The oil industry is still young and growing
vigorously in practically all of its branches. It is
spending millions of dollars yearly on scientific
‘research, improving its products and originating new
ones. There seems to be no limit to the possibilities
of chemical research dealing with the hydrocarbons
contained in natural gases and petroleum. Great
advances are also being made by manufacturers of all
types of internal combustion motors and other
products which consume petroleum products. This
fully promises a continued increase in demand.

Scientific improvement in the finding and develop-
ment of oil fields in the past few years has so increased
potential supplies that markets have been threatened.
Better methods of production, coupled with State
regulation, have gradually accomplished greater
control of the flow of oil and less waste of an. irre-
placeable national asset.

However, efforts of progressive oil men to regulate
production in such a manner that the ultimate
recovery of oil will be increased substantially is often
misconstrued as a method of price control. It is not
realized that such progressive efforts have been the
cause of the sizeable decline in wholesale gasoline
prices over the last 10 years. The only reason the
public has not fully benefited from these decreased
prices is the gain in State and Federal gasoline taxes.
Notwithstanding lower prices, the oil industry has
protected its employees with steady employment and
has paid wages that are among the highest of any
major industry.

Prices for petroleum products now are at a low
level, while total inventories have been reduced over
a period of years. With the prospective further
increase in demand for petroleum and its products
in 1940, there seems to be good reason for expecting
an increase in earnings for the well-managed oil com-
pany.

_ During 1939, Phillips Petroleum Co. has made
Important improvements and additions to its re-
fineries, pipe lines, natural gasoline plants and other
equipment. At the same time, the company has
substantially increased its crude oil and natural gas

K. S. Adams

reserves. In 1940, it will be in a position to produce -

and deliver to the ultimate consumer even higher

quality petroleum products at a lower cost than ever
before. Its research laboratory has, through the
creation of a new petroleum product, been able to
develop an aviation gasoline which has an octane
rating of 115. This gasoline will be produced in large
quantities in 1940. Reduced manufacturing costs
and increased sales should be reflected favorably in
earnings,

* * *

J. E. Auten

President, Barber Asphalt Corp.

The capital or heavy goods industry made encour-
aging progress in 1939 and it appears to have a better
than normal chance of continuing to do so in 1940.

As any improvement in this industry is a definite

step in overcoming the depres-
sion which handicapped it for
such a long time, it would appear
that business is definitely re-
gaining a healthy and almost
normal condition and should con-
tinue to make substantial gains.
It is reassuring to note that even
the more conservative forecasts
are confident of a continually
increasing demand for all classes
of machinery equipment, build-
ing construction and kindred
lines. Our own business showed
i | & substantial and encouraging
Proto by improvement in 1939 over the
Blackstone Studios . .

previous year, which undoubtedly
J. E. Auten was due both to the improved
conditions as well as better ser-
vice facilities which we were able to effect. The
improvement in business undoubtedly was the direct
result of a growing realization by business men
that there was a better understanding by govern-
ment of the problems of business and industry.
Widespread optimism was manifested as soon as
government clearly illustrated its sincere desire -to
encourage business and give it a fair chance to solve
its own problems and regain its equilibrium. This
vital feeling of security has achieved immediate
results—business conditions in August of last year
were almost normal and definitely improving. Busi-
ness in the United States would be better right now
if the unfortunate war in Europe had not clouded
the picture. Forgetting for the moment the in-
fluence of war, be it favorable or unfavorable, we
believe that American business has reached the
point where, if there are no unwarranted interfer-
ences or abnormal influences from other sources, it

will continue to show a substantial increase in 1940. .

Factors such as the increasing cost of conducting
business resulting from increased labor and trans-
portation costs, social security and other taxes, &ec.,
which to a large extent are caused by higher cost
of government due to tremendous relief and defense
expenditures, as well as many other items, have had
and will continue to have an effect on business.
But taking all this into account, the renewed business
activity augurs well for the future. It is an accepted
fact that no country or community can thrive unless
business propsers and unemployment is held to a
minimum. ‘

Our well established name and reputation as a pro-
ducer of quality materials and our enviable record
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ANDERSON, CLAYTON & CO.

Cotton Merchants
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BOSTON
PROVIDENCE

——-—-—and———-

HOUSTON
ATLANTA
NEW ORLEANS

MEMPHIS
LOS ANGELES
MOBILE
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CHARLOTTE
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of service and equitable treatment over a long
period of years, coupled with new products, and a
fine selection of new roofing colors gives us reasonable
assurance of achieving further gains for the Barber
Asphalt Corp. in 1940.

* * %

H. R. Amott

President, Amott, Baker & Co. .

In considering real estate and real estate securities,
one must_concede two major premises:

1. That real estate will continue to be an accepted
shais for wealth—as it has been from time immemorial.

2. That the economic struc-
ture necessitates some form of
tax on real estate.

Real estate is such a funda-
mental basis of wealth that it is
difficult to imagine what would
have value if real estate should
suddenly cease to have value.
The ownership of a piece of land
-arouses in the human breast such
a strong feeling of possession and
such a fierce determination to
retain possession that even in
our modern times ‘“a man’s home
is his castle’’ and trespassers may

proto by D€ €jected with any necessary
Blank & Stoller fOI‘CG.
H. R. Amott Certainly, man’s most highly
prized material possession is quite
“properly acceptable collateral. It is unfortunate
that the collapse of the real estate market—together
with other markets—in the early ’30s, and extensive
defaults on: millions of dollars worth of real estate
bonds in the hands of the public which could be
liquidated for only a small fraction of their original
cost caused this type of collateral to fall into disfavor.
However, after the initial shock, sagacious security
buyers realized that real estate securities were
attractive at depressed prices and created a demand
for this type of investment on which an active market
has existed for 10 years.

Of the 200 issues included in the Amott-Baker
Rea.lty Bond Price Averages, 159 ‘have been reor-
ganized as of Jan. 1, 1940, either through voluntary
readjustment or by formal plan of reorganization;
19 were still in good standing in accordance with
the terms of the original indenture when the bonds
were brought out; 19 more had not yet been com-
pletely reorganized but were ‘then in the process of
reorganization or the properties are operating under
the direction of the trustee or a committee; most
significant perhaps is the fact that there were only
three new defaults—14 of 19, of the total number
of issues during the entire year 1939.

While the default situation is improving, another
aspect of the real estate situation is becoming grave.
Those who realize the essential position of real
estate in the economy of our civilization view with
alarm the malignant growth of real estate taxes,
which is making it increasingly difficult for properties
to earn sufficient to compensate the equity owner
for his interest and investment after paying operating
expenses, mortgage requirements, and increasingly
severe taxes. Not only are real estate taxes at new
high rates in cities throughout the country, but
assessments upon which real estate taxes are predi-
cated, have in many instances ceased to bear any
relation to original cost, replacement cost, or market
~ value. Real estate is a convenient subject of taxa-
tion because of its immobility, but if it crumbles,
the reverberations of the crash will affect our entire
civilization. The tax authorities realize full well the
impracticability of bringing current assessments in
line with current market values. To do:so, in many
instances, would cause existing municipal debt to
exceed legal limits and result in many municipal
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bankruptcies. Moreover, figures indicate that there
has been an appalling increase during the past five
years in tax liens on delinquent properties held by
taxing authorities. Hence, it is obvious that wherever
properties are seized for taxes, the tax roll shrinks,
which results in piling up the load on remaining
properties and starting a vicious cycle of more taxes,
more delinquencies, more tax liens, ad infinitum.

Our current system of ad valorem taxes on real
estate predicated on an arbitrary standard of value
is not only outmoded but absurd. Valuations for
taxation purposes on a productivity basis are more
simple, fairer, and sounder. The salvation of real
estate and real estate securities may lie in the fact
that the movement to predicate real estate valuations
on an annual use basis is fast gaining headway.
The reappraisal of every piece of real estate in the
City of Fort Meyers, Fla., for example, has recently
been completed on an income or use-value basis,
with results satisfactory to the city authorities.

Real estate securities on which the yield is com-
mensurate with the risk involved have a very def-
inite place in the portfolio of the investor who will
analyse the available data and buy with a full under-
standing of the strong points and weak points of
this type of security.

As of Jan. 1, 1940, the 200 real estate issues
included in the Amott-Baker Realty Bond Price
Averages, had an average price of $314 per $1,000
par value. Many of these issues can be bought
at prices to give a ‘current return of from 7149 to
99, on properties which are amply covering taxes,
operating expenses and  interest requirements on

the bonds.
% ¥ ¥

Herbert Abraham

President, The Ruberoid Co.
1940 and the Building Industry

One of the most encouraging signs for industry,
including the building trade, is the apparently
unanimous opinion of practical business men that
American prosperity is not dependent upon that
economic delusion known as “war
profits,” but upon the energy
and initiative shown by each of
us, in his own business and in
his capacity as a thoughtful
citizen, in promoting trade and
employment in this country. -

Striking evidence of this was
seen in the results of a survey of
the opinions of representative
distributors of building products
in 877 communities in 41 States,
completed in December by The
Ruberoid Co. The average pre-
diction of these dealers, based on
first-hand observation of actual
conditions in their communities,
was for an increase of more than
99, in the dollar volume of sales for residential con-
struction in 1940 over 1939. A large majority of the
same dealers stated that by far the largest number
of new homes built in their communities in 1939
were within a price range of from $2,500 to $5,000,
indicating the growing desire and ability to build
among families of moderate income. .

Figures such as these, obtained directly from dealers
for the purpose of providing them with a helpful cross-
section of opinion within the trade, take on added
meaning as supporting similar estimates from author-
itative statistical sources such as F. W. Dodge -
Corp. and the Federal Housing Administration.

With conditions what they are abroad, and with a

Herbert Abraham

number of highly important domestic problems

affecting business still awaiting solution, the im-
mediate future undoubtedly contains an unusual
number of uncertainties. It does, however, seem
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reasonable to anticipate that, in the absence of any
serious developments directly affecting this country,
the recent upward trend in private building con-
struction, should continue into 1940.

% *

£
Melvin H. Baker

President, National Gypsum Co.

A Word About the Future of Building

In the past few weeks we have seen many sum-
maries of the third decade of the 20th century. Some
say it is significant because it marked the longest
depression of our history. Others speak of it as the

decade that contributed most to
social reform. But many manu-
facturers prefer to think of the
thirties as the beginning of a
trend toward science in dis-
tribution.

Ever since the beginning of the
industrial era of our civilization,
most executive emphasis has been
placed on production. We have
learned to apply the most exact

¢ | science in the search for more
¢ cconomical and more efficient
production,

But during the past few years
Proto by the emphasis has swung to the
Blackstone §tutlos field of distribution. Dwindling
Melvin H. Baker incomes, changed marketing con-
: ditions have forced industry to
review their distribution methods—to find new
markets—to learn how to better satisfy the ultimate

consumer.

This development in business is particularly true
of the building industry. And because of it the
building industry is facing today what should prove
to be the most prosperous five years it has enjoyed
in more than a decade.

A good example of this trend is low cost housing.
Residential building is the backbone of the con-
struction industry. Yet the houses that America
built in the twenties and early thirties were designed
for incomes enjoyed by less than 209, of the families
of the country. We used to think it impossible to
build a sturdy home of quality materials for less than
$5,000. A -man making $40 a week couldn’t afford
a home costing that much. Yet government surveys
show that 819, of all American families have a
weekly income of $40 or less.  *

The industry is meeting this problem by developing
methods whereby a good portion of this 819, can
enjoy well-built homes. Architects developed the
so-called $2,500 home—a small but well-constructed
house that can be purchased for as little as 109 down
and $25 a month.

For the skilled and semi-skilled workman there
has been developed the ‘“‘unfinished house.” This
consists of the construction of the bare essentials
of a house—the floor, walls, roof." The workman who
buys it for $1,500 to $2,500 completes the job. He
paints it, papers it, installs the plumbing, wiring and
fixtures. He does this in his spare time and as he
can afford it.

Federal housing on a most scientific basis is answer-

-ing the needs of people who can’t afford even a

$2,500 home. The great Red Hook project in Brook-
Iyn, N. Y., is an outstanding example. Here the
development of a two-inch partition system saved
over $300,000 in construction costs and saved enough
space to allow for 260 extra rooms.

These are but a few of the scientific developments
in the building industry that brighten the outlook
for those of us in it. They have already shown
their effect on the volume of construction. Govern-
ment statistics show that the value of construction
has been mounting steadily since 1934. In that year
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the Nation spent a total of approximately $5,313,000,-
000 on all types of construction. Each year that
figure has steadily mounted until 1938 when it
reached approximately $9,039,000,000. And 1939
was about 379, better than 1938 for the construction
industry.

More interesting ‘still is the trend of private
residential building which is probably the best index
of building activity. In 1932 America spent $641,-
000,000 in private residential construction. By 1934
this amount had dwindled to $272,000,000. But
every year since then private residential building has
increased. In 1938 it had reached better than
$1,500,000,000. In 1939 it went higher still.

Most unthinking people consider the improvement
of building as a boom. Actually there has been no
boom—and none is predicted. There has been a
steady, healthy growth since 1934. Because it is a
sound growth, it should continue. Most building
leaders predict that the next five years will be
prosperous for building.

% % %

Max W. Babb

President, Allis-Chalmers Mfg. Co.

In keeping with the general trend, Allis-Chalmers
Mfg. Co. experienced a substantial increase in new
business in recent months as compared with the same
period in 1938, which continued with some recession
in December, up to the close of
1939. '

The business of the company
divides itself into two divisions:
one relating to the general ma-
chinery lines that in the past
constituted the principal pro-
ducts of the company, and the
other including tractors and farm
machinery which in more recent
years has become prominent in
volume and results.

So far as the Tractor and Farm
Machinery Division is concerned,
the business in 1939 was practi-
cally the same in volume as in
1938 which, under all circum-
stances, is considered satisfac-
tory. It is hoped this condition will continue in 1940
and it is believed that, in the absence of unforeseen
unfavorable conditions arising, there is reasonable
basis for such expectation.

In the older lines there has been a substantial
increase in recent months in the volume of new
orders. This has not been because of “‘war orders,”
but the European situation has undoubtedly been,
to a large extent, the indirect cause. The probability
of advancing prices due to greater costs of production
and the fear that dates of deliveries might be delayed
beyond normal periods resulted in the placement of
orders for machinery which in some cases would
probably otherwise have been postponed to some
future date. - ‘

As to how conditions will materialize during 1940
remains to be seen. It would seem likely that war
orders will not be of the volume which many
anticipated; that government expenditures will di-
minish rather than increase, notwithstanding the
enlarged military and naval program. The question
of increased corporation financing through the sale
of new securities will depend in a large measure on
the attitude of government toward business and
whether there exist sufficient prospects for profits to
justify new ventures.

The general increase in business during the latter
months in 1939 has resulted, for the most part, in
larger amounts of orders on hand at the close of the
year than existed in 1938. This should have a corre-
sponding effect upon business invoiced during at
least the early months of 1940.

Max W. Babb
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Canadian Business Showed Improve-
ment in 1939, Says President "\'////////////////////////////////////////////////////////////////////////////////////////////////////////////////////////////
McLeod of Bank of Nova Scotia
—Pointgs Out that Wartime Ex-
pansion Does not Mean Pros-
perity in Usual Sense

In addressing the stockholders of the
Bank of Nova Seotia at the annual meet-
ing held at Halifax, Jan. 24, J. A.
MecLeod, President, outlined the cur-
rent outlook for business, stressed the
necessity of coordinated effort under war
conditions and pointed out that war-
time expansion does not mean prosperity
in the usual sense. Business, he indi-
cated, had shown an improvement in
1939 which was accelerated after the
outbreak of war. . He further reported
that this improvement was particularly
pronounced in manufacturing, where
employment and production reached the
highest point on record. Other import-
ant activities also showed improvement,
notably agriculture and mining output.
Mr. McLeod continued:

Under the wartime conditions the general direc~
tion of the volume of production and employment
is likely to be upward. Three factors appear to
be of major importance in the business outlook:

(1) Public spending in the emergency of war
is of necessity greatly enlarged and is bound to
play a leading part in the business situation.
That such expenditures will be heavy is shown
by the present estimates of the Dominion Govern-
ment’s war outlays for the first 12 months of the
conflict: they are placed at about $375,000,000—
an average of roughly $1,000,000 per day

Continued on page 487!
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Henry Bruere

Presi.dent, Bowery Savings Bank

The Outlook for the Savings Bank
Type of Investment

The year 1939 again demonstrated that high-grade
bond prices are determined by the laws of supply and
demand. The year opened with the Federal Reserve
Bank’s average yield on long Treasury bonds at

: 2.479, and closed at approxi-
mately 2.29%. The trend fol-
lowed by yield rates of other
“money-rate”’ bonds was in the
same direction. All this was in
spite of a European war and some
expansion of domestic demand for
bank loans. Thus far it is not
to the foreign picture that we
must look for the chief factors
affecting interest rates.

At home we find that the
market for high-grade securities
is in the hands of the commercial
banks of the country. Idle bank
funds are close to the peak at
$4,900,000,000 and are due to
increase seasonally in January to
a new all-time high. Conceivably
this idle reservoir could be used to finance a credit
expansion of over five times this amount. During the
past year the Federal Reserve Bank’s index of
business activity rose from 101 to its present level of
124, and yet the volume of member bank business
loans increased only about $500,000,000, or about
14%. In the face of such a disappointing perform-
ance, is it any wonder that banks, needing earning
assets, were forced into the high-grade bond market,
tending to make prices higher and returns lower ?

Added to this influence is the steady accumulation
of investment funds by insurance companies and
mutual savings banks. The outlet for such funds
through investment in mortgages is severely re-
stricted, and again and again accumulations have

Copyrighted by
Underwood & Underwood

Henry Bruere

been invested, sometimes with reluctance, in govern-

ment low-yielding bonds.

When we look at the change in the supply of bonds
eligible for investment by banks, it is obvious
that not only was the supply of high-grade bonds
inadequate at the beginning of 1939 but the situation
was aggravated during the year as the increase in the
potential demand for investments far outstripped the
increase in the supply of investments. New bond
flotations by corporations were at a low since 1935
and the only major new financing during the year
was done by the Treasury which sold a total of
$1,400,000,000 of publicly traded securities into the
market. The relatively larger increase in Govern-
ment securities has, in fact, given a scarcity value
to high-grade corporate bonds, so that some of the
latter now sell at little or no increase in yield over
governments offering nothing in the way of insur-
ance premiums to investors willing to assume the
credit risks inherent in corporate bonds.

Unless the pace of the European war is accelerated
far beyond its present rate, it is difficult to see how
it will cause any great demand for American credit.

The Allies appear to have ample gold and credits
both here and abroad to finance their purchases in
this country for some time.

On the other hand, if the United States enters the
war as a belligerent or in a big financial way, banks
woulds undoubtedly be called upon to extend credit
.through loans. Even though such extending might
not actually necessitate the sale of bonds by the

banks, they might feel relieved of the pressure to buy .

bonds and attempt to put profits on their books as
they have done several times in the past.

From the foregoing analysis the conclusion is
reached that no hardening in money rates is in
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prospect. But conditions in the world being what
they are any forecast must be made with the proviso,
now more than ordinarily, that new developments
of such far-reaching and drastic effect are possible
as to upset all present prophesy.

Just as bond prices are subject to the law of demand
and supply so are the rates obtainable for mortgage
money. There is no prospect of extensive building
activity in New York City except in the low cost
individual and multiple house field. The demand for
small homes in the newer sections of the city con-
tinues active and is likely to extend well into the
New Year. Investors are taking these loans with
avidity, especially where they are insured by the
Federal Housing Administration. This insurance is
serving as something of an artificial stimulus to
lending, but thus far no ill effects from this stimulus
are apparent.

As an illustration of developing changes in the
approach of investors to their problems the following
may be cited: There is a growing realization in New
York that united effort needs to be made to reclaim
the old and blighted sections of the city where at
present new construction is at a standstill and
deterioration continues unchecked by replacements.
The problem is to find the way to build in those
areas housing which can be rented for as low as
$11 or $12 per month per room, and thus attract
back into those neighborhoods persons who in recent
years have been moving to the outlying areas.

To accomplish such a result requires more than the
availability of investment funds. It requires co-
operative action by the municipal authorities in
respect of taxes and the provision of decent environ-
mental conditions, cooperation by the Federal and
State housing authorities, cooperation by land-
owners and lending institutions and skill in reducing
costs of construction and improvement in layout
by builders and architects.

In a word, the outlook for investment in the
mortgage as well as other fields is much affected by
changes in social conditions and the extension of
government activity. To cope with these new
influences institutional investor functionaries no
longer may sit in their offices waiting for applications
for loans or offerings of securities. They must attempt
to help shape the course of government and social
policy which vitally influence their ability to make
safe and profitable use of funds entrusted to them.

% % *

P. D. Block

President, Inland Steel Co.

Since the declaration of war in September the
steel industry in general has booked probably a
tonnage larger than that in any comparable period.
In the main, this was for account of domestic con-
sumers, whose stocks had reached
the vanishing point. When the
industry was operating at 509
of capacity, the consumer felt no
concern that he could not be
supplied with his requirements in
reasonable time.

With the declaration of war,
American consumers were aware
of the need to place their orders
promptly. There have been no
sizable tonnages of steel required
by the nations at war, but these
belligerents were themselves the
chief source of steel supply to
practically all neutral countries
of the world who had only
nominal production of steel, or
: none. Such neutrals, naturally,
turned to us for their needs which, added to the
heavy demand from domestic consumers, created an
oversold condition for the steel companies.

Photo by
Blank & Stoller
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Canadian Business Showed Improve=
ment in 1939
Concluded from page 485.

(2) The extent of Brilish purchasing in Canada
is likely to be of increasing importance, Although
British contracts and orders have not been placed
rapidly in this country, several large contracts
have been negotiated. It was recently announced
that British purchases in Canada during the first
year of the war would probably be about $400,- Stat e
000,000 or $500,000,000.

(3) The business situation in the United States
is more difficult to appraise, Business there is and
holding its ground, and in some lines is still
expanding. So long as conditions remain active ° °
as at present, the outlook for Canadlian exports
to the United States is favorable. MunlClpal

For a time, Canada may be able to increase her
production sufficiently to provide for theseaddi~ J
tional requirements of war without curtailing pro-
duction in other lines and without reducing living i On s
standards. But if the war lasts for long, and we
have no reason to believe that it will be of short A
duration, it may result in some curtailment of

non-essential production and Canadians may have
to accept a reduction in the standard of living.
—_————

H.H. Heimann Warns Against Addi-
tional Government Spending for

Defense Requirements—Com- ..
ments on National Debt Municipal Bond Department

Henry H. Heimann, Executive Mana-
ger of the National Association of Credit
Men, in a discussion of tax burdens and
rearmament, presented in his Monthly
Business Review released Jan. 22, warns N Yoil
that additional spending by the Federal ew Ior
Government should not be done behind
a smoke screen of defense program re-

Continued on page 480.
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While new bookings in December are not in the
volume that prevailed during the previous three
months, they are very substantial. This condition
gives the assurance of satisfactory operations through
the first quarter of the new year. -

% % %

Philip A. Benson

) President, The Dime Savings Bank

The year that has just closed was one of the most
eventful years of recent history. The war in Europe
that had long been threatened became an actuality.
An incident of that war—the alliance of Germany

and Russia — revealed to the

world that the Naziism of Ger-

many and the Communism of

Russia were closely related. The

attacks of these two powers upon

weaker and democratic countries

not only shocked the world but

revealed the true character of

totalitarian and despotic govern-

ment. The result in this country

has been an abandonment of

communistic principles by a num-

ber of intelligent people who

formerly thought there were ele-

ments of good in them. America

Proto oy has become alive to the dangers

Blank & Stoller of Clommunism and the threat

Philip A. Benson ' t0 democracy involved in the
ideas embraced by it.

The year 1939 saw another great change in America..
It was a psychological change. For years efforts had
been made to “break’ the depression. These efforts
resulted in relief measures and subsidies in various
forms, old-age pensions, labor legislation, dollar de-
valuation, silver and gold purchases, restriction of
production, restrictions imposed on business and
competition of government with it. These have led
to increased taxation, an unbalanced national budget,
and a huge increase in the public debt. '

However, during the past year there has come an
increased recognition of the value of the business
order; a realization that business is the hand that
feeds us and that the objective most to be desired
is the restoration of business to a healthful con-
dition and the encouragement of capital to take risks
in new enterprises.

This feeling must continue and if it does, and if
private enterprise is encouraged and burdensome laws
are modified, 1940 will see further progress toward
economic recovery. Supposedly needed reform meas-
ures must be sidetracked for the present. We need
most a revival -of buisness, and this must be aided
by freeing business from governmental restraint,
modifying or repealing unwise laws and reducing
taxation. ,

The year 1940 may be a fateful one. We do not
yet know how dreadful would be the results of a
spread of the European war. King George of
England, in his Christmas address to the Empire,
referred to the threatened collapse of our Christian
civilization. We hope and, in fact, believe that
this will not happen. However, let us not be un-
mindful of the threat that is involved in the war.
Let us, also, in a spirit of humility, cling more
tenaciously to the heritage of freedom that is ours
in this country and let us determine, no matter
what happens elsewhere, America shall be kept free
and its democratic institutions shall be preserved.

There are many reasons to believe that 1940 will
be a better year for business than many preceding
years. Every index of business shows activity on
a higher level than it has been for many months.
Prediction is freely made that 1940 will be better
than_ 1939 by about 109,. Investors in railroad
securities will take encouragement from better earn-
ing statements, for the railroads will carry more
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freight and more passengers. The business of pro-
ducing airplanes will show a new peak. The output
of electric energy will increase and petroleum products
will very likely show increased sales.

The continued production of small homes in the
New York area furnishes a source of investment of
savings bank funds. These homes are being sold
to bona fide purchasers and the mortgage loans
resulting are considered one of the best savings bank
investments obtainable. Many of the loans are
insured by the Federal Housing Administration.

There is a promise that a*few dark spots in the
city will be eliminated through slum clearance oper-
ations. However, these are not enough to cure the
stagnant condition that exists in some of the older
sections of the city. There is a real need for re--
habilitation of many of the old houses, in order
that they may be continued to be used both for
business and for dwelling purposes. There is a large
Servicing
those mortgages that are obtainable involves more
work than formerly for we have come to the un-
alterable conviction that every mortgage shall be
amortized, preferably on a monthly basis.

The market prices of second grade railroad bonds
I believe will increase due to the improved earning
statements to which I have referred. High grade
bonds, Government, State, municipal and corporate,
are all selling at prices that seem unreasonably high
to the conservative investor. I cannot see that they
will go much higher and I have a feeling that they
will very likely sell lower—but not much lower—
before the close of the year.

% * ¥

George H. Bucher

President, Westinghouse Electric & Mfg. Co.

Though the world’s attention throughout the past
year has been focussed on war, the most important
contributions of American engineers and scientists
have furthered the arts of peace.

The year has seen important
strides in the electrical field, and
in the electrification of industry.
Many industrial plants, including
several large steel mills, are

‘producing better, cheaper pro-

ducts because of the 1939 elec-

trical equipment that operates

and controls them. Throughout

the country,  electrical systems

are giving more reliable service

because of lightning research and

the introduction of self-protecting

“lightning-tested”’ transformers.

The new fluorescent lamps, in-

photo by (T0duced at the New York

Blank & stoller World’s Fair, are rapidly finding

George H. Bucher their way into homes, factories,

business establishments and of-

fices, bringing better and more efficient light. Another

kind of electrically-produced radiation—ultraviolet—

found major use during the year in the tenderization

of beef. Westinghouse engineers experimentally

introduced a new kind of heating and air-conditioning

system in the company’s plant at Emeryville, Calif.

By reversing the principle of air-cooling, the engineers

use the cool outdoor air to heat the building in the

winter time; a system that may have wide application

throughout the country. During the year several

new alloys of considerable importance have been

produced. One, “K-42-B,” containing nickel, cobalt,

chromium, titanium, manganese, silicon, carbon and

iron, may prove spectacularly useful at high temper-

atures. It is stronger at 1100 degrees than carbon
steel at room temperatures.

We are fortunate to live in a country where the
national emphasis is so effectively centered on con-
struction and better living, and where the output of

/
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H. H. Heimann Warns Against Addi-
tional Government Spending
Continued from page 487.

quirgments. He statesb that ad deflicgt [
spending program must be considered by Yy
itself and that the defense program must : Inwestment Securities
be justified on its own merits. Mr.
Heimann continues:

There is an undercurrent of public realization *
that there must be a sane relationship between i
armament costs and national ability to support
such a program. Not only initial cost but upkeep T / & 0
is high while obsolescence comes early. L

Within the public consciousness there is the ————
knowledge that too often in the history of nations, SAINT LOL 15
military machines have not remained idle. And r
opposition to war is widespread and thorough. 509 OLIVE ST.
For such reasons our people are not willing to ' v
have us set the pace in rearmament activity.

Commenting on the recent discussions
as to possible increase of the national Members
g;;f; limit by Congress, Mr. Heimann St. Louis Stock Ezchange

The indifference that has existed with respect
to debt in the past decade has passed its peak.
Our public debt is now over $42,000,000,000. Our
present debt limit is set at $45,000,000,000, a
limit under the control of Congress and one about
which iv is well to clear a misconception.

I have noted on numerous occasions while . o
traveling around the country, an impression that Markets in Secuntzes Of
this $45,000,000,000 debt limit has been set at
that figure by specific Congressional action. This ST LO UIS
is not exactly true. The limit arises, not from a .
specific Act of Congress, but from the total of and the
individual legislative enactments which authorize .
the issuance of bonds or securities for various
purposes. That limit on the Treasury's borrow- Mldd lewcst & South
ing ability is subject to change whenever a new
bond authorization is voted. During the summer
months of this year, at the present rate of expendi~
tures and receipts, we will reach our debt limit. SCHERCK, RICHTER COMPANY
How will we resolve this situation? ' o5 e

There are four ways. First, we can choose . - Landreth Building
further authorizations of government bonds. Bell ?i;fl‘;n; 5;7?%9 ST. LOUIS, MO. Gfi‘!’.ﬂg? 102%25
Second, we can decide to curtail our spending Wire S B P
program so that it will be balanced by our total re System: E. A. Pierce & Co.

Continued on page 491
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the country’s laboratories and factories raises the
standard of living instead of destroying it. The
business of the Westinghouse company has been
very good in 1939, and we expect that the present
high level will be maintained into 1940.

% % %

John D. Biggers

President, Libbey-Owens-Ford Glass Co.

Glass is in step with man’s natural progress today.
The whole movement toward natural living is a
turning to the light, and glass is the one structural
medium of light which has proved satisfactory in all

climates and at all temperatures.
Certainly the great building de-
velopment which must come in
this country will be featured by
the widest areas and the most
varied uses of glass which con-
struction ever has known.

To broaden markets the flat
glass industry in the last decade
has developed many new pro-

A ducts, including structural glasses

| of all kinds, tempered glass, spun
glass for insulation and clothing,
glass stone, which is a load-
bearing glass surfacing unit, and
even new uses for the old-time
washboard glass for non-load
bearing partitions in offices and

other public buildings.

As part of the evolution in the flat glass industry

toward more intensive merchandising of both new
and old products, we in the industry are thinking in
terms of interior frontiers; that is, the interior im-
provement of cities by the- rehabilitation of old
business districts.
' Many times during the past few years it has been
demonstrated in various cities how glass can be used
to restore values in store fronts, and otherwise give
business property a ‘“face-lifting.”” Luminous archi-
tecture—which means construction with modern glass
combined with gleaming metal sash and trimming—is
doing much to restore old values and bring back the
flow of consumer purchasing power to downtown
business areas and neighborhood stores.

Another example of greater concentration on
merchandising by the flat glass industry has to do
with fuel savings made possible by installation of
storm windows—overlooked by many home dwellers
for years. Owing to the fact that the precise service
value of storm windows previously had never been
calculated, there was reason for this neglect. Two
colleges, onc in 1937, the other in 1938, were induced
to make such tests as a research project in engineering.

The tests plainly showed that an investment in
storm windows or other types of double windows
will pay for itself in fuel savings within a surprisingly
short period. With these facts available to home
dwellers, there was an immediate rise in the number
of new double window installations, a trend toward
“window conditioning” which developed rapidly
during 1939 and which we expect to see further acceler-
ated during 1940.

Merchandising effort is being expended in another
direction and bringing fine results. Until recently no
one had accurately determined the effects of different
types of glass on the vision and driving reactions of
motorists, Tests for such a purpose were devised
recently by Dr. A. H. Ryan of Chicago and made
available to automobile designers. This has em-
phasized the advantage of using safety plate glass in
car windows as well as windshields. = Automobile
manufacturers have also adopted larger glass areas in
cars, and greatly improved visibility in 1940 models.
These trends were perhaps furthered by the six-year
$6,000,000 joint research project of two glass com-
panies and three chemical concerns which developed

John D. Biggers
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a much safer safety glass, called High Test, as
announced early in 1939, and now in general use.

% * %

A. Edward Barit

President and General Manager, Hudson Motor Car Co.

Disclosing that Hudson has already shipped more
1940 model cars to dealers in the United States than
were shipped in the entire 1939 model season, A. E.
Barit, President of the Hudson MotorfCar Co.,
today expressed a favorable view
of the business outlook for the
coming year.

Mr. Barit supported his view
with a summary of gains made by
the company during the past
year. He said in part: ‘“Ship-
ments of new Hudson cars for
the 1939 calendar year totaled
82,100 units, representing a gain
of 619, over the 1938 calendar
year.

“Retail sales in the United
States alone for the calendar year
of B1939 totaled 66,000 cars, a
gain of 549, over the calendar
year of 1938.”

Mr. Barit pointed to increases
made during the last quarter as being particularly
significant. He revealed that Hudson sales in the
United States for the last quarter of 1939 totaled
26,600 units, or more than double the number of
cars sold by the company during the same period a
year ago, the percentage of gain being 105%.

“Still more significant,” Mr. Barit stated, “is
Hudson’s steady gain in percentage of the entire
industry business. Compared with the first six
months of 1939, current retail sales show that Hud-
son’s percentage of the entire industry sales has more
than doubled.”

A similar record gain in the number of new dealers
added to the company’s rolls since the introduction of
the 1940 models was also reported by Mr. Barit.
Six hundred fifty-seven new dealers have been
dealer strength to 2,639, he disclosed.

In reviewing these gains Mr. Barit declared that
it was only natural that the Hudson company look
forward to even greater progress during the coming
vear.

A. Edward Barit

% * *

Barney Balaban

President, Paramount Pictures, Inc.

After an acutely jittery period dating from the
outbreak of war until the recent holidays, the motion
picture industry is making substantial progress
towards adjusting itself to changed world conditions

and has settled down to work

under these changed conditions.

More intensive cultivation of
the domestic and remaining world
film markets is the first item on
the 1940 program—a move that

I am confident will pay hand-

some dividends during the coming

year.
The first step in this program,
. of course, is the production of
better and better pictures by all
of the producing companies. Since
the history of recent years proves
conclusively that the entertain-
ment standard has risen steadily,

I have every reason to believe

that it will reach a new high
during the coming year.

~ But in addition to this factor, it is vitally important

Barney Balaban
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H. H. Heimann Warns Against Addi-
tional Government Spending
Concluded from page 489.
tax income which is now at record levels. Third,
we can elect to levy higher taxes and thereby
balance our expenditures. Fourth, we can in-

flate currency.

‘Whether our growing tax consciousness, our in-
creasing demands for reduction of Government
expenditures are potent enough to bring a halt to
our spending program remains to be seen.

But that this must develop in time, and before
too long, was one of the few uncertainties that we
carried forward from the decade of the ‘‘Trouble-
some Thirties.” And that it will develop is
evidenced by the undeniable fact that the average
working man and woman cannot be hoodwinked

| much longer about the tax burden as it affects
them. They sense the toll that taxes are taking,
whether they pay them directly or indirectly.

S —

w. (}ibson Carey to Speak at Meet-
ing of New York State Chamber
of Commerce Feb. 1

W. Gibson Carey Jr., President of the
United States Chamber of Commerce
will be the guest of honor and speaker
at ‘the monthly meeting of the Chamber
of Commerce of the State of New York
on Feb. 1. Mr. Carey, who is also
president of the Yale & Towne Manu-
facturing Co., will discuss the activities
and program of the U. S. Chamber for
1940 as directed towards business re-
covery.

—_———

Far Western Business Continued to

ain in December, Reports Bank
of America

Continued gain in Far Western busi-
ness during December is reflected in thle
current “‘Business Review” of the Bank
of America, California. A new high
since September, 1937, was recorded as
the December . business index rose to
78.9. Each of the index’s three factors,
bank debits, carloadings and electric
power production, showed increases
over the same month a year ago, and
only power production showed a,_decline
from November, 1939. The bank also
S hough

Although the value of all types
building in the Far West dec]jue(f %.48/5
from November last and 3.89% from
December, 1938, there was a less than
seasonal decline in new residential con-
struction. As a result, the adjusted
index of new residential building ad-
vanced three points to 63% of the
1923-25 average, equalling its record
high attained in January, 1939, and
sltga3118dmg about 219, above December,

In retail trade, sales of western de-
partment and apparel stores in the final
month of 1939 averaged 1%, higher than
the same period in 1938 or 1937, al-
though there was one less trading day.
Western sales in the full year 1939 aver-
azed 39, higher than in 1938.

1 ew car sales in California totaled
21,337 in December, 5% higher than the
Previous month.

—_——

CURRENT NOTICES

—Hemphill, Noyes & Co., members
of the New York Stock Exchange,
Chicago Board of Trade, and Chicago
Stock Exchange, announced the appoint-
ment of W. Wallace Thompson as
Manager of the investment department
of their Chicago office at 231 South La
Salle Street. Mr. Thompson, recently
associated with Harris, Hall & Co., has
been in the investment business in
Chicago since 1919, and was formerly
Manager of the Chicago office of White,
Weld & Co.

—As manager of their Over-The-
Counter Trading Department, Harry
Parker is now associated with E. S.
Ladin & Co., members of the New York
Security Dealers Association.
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CHARTER NO. 13738
REPORT OF CONDITION OF

RESERVE DISTRICT NO. 7

THE MANUFACTURERS NATIONAL

BANK OF DETROIT

in the State of Michigan

AT THE CLOSE OF BUSINESS ON DECEMBER 30, 1939

Published in resp to call

de by Comptroller of the

Currency, under Section 5211, U. S. Revised Statutes

. ASSETS
Loans and discounts (including $458.30 overdrafts) . %
United S'i;t” Government olﬁigation:, direct and guar-
antee . . . . . . . . . . .
Obligations of States and political subdivisions . & .
Other bonds, notes, and debentures % o . . .
Corporate stocks, including stock of Federal Reserve Bank
CBIE, balances with other banks, including reserve balance,
and cash items in process of collection . . . .
Corporate stocks, including stock of Federal Reserve Bank .
Casﬁ, balances with other banks, including reserve balance,
and cash items in process of collection . . . N .
Bank premises owned $333,001.43, furniture and fixtures $1.00
*Other assets . . . . ‘ . . .

TOTAL ASSETS. .

. . . .

LIABILITIES
Demand deposits of individuals, partnerships, and corpo-
tions. . o . . . . . . . . . .
Tim:adepl;:its of individuals, partnerships and corporations .,
Deposits of United States Government . . 3 M
Deposits of States and political subdivisions . “
Deposits of banks . . . oo el @ 5 .
Other deposits (certified and cashier’s checks, etc.) . .. tw
TOTAL DEPOSITS. . . + « . $150,681,757.02
*Other liabilities . . . 5, ol . .., . e: s
~ TOTAL LIABILITIES . . . I
CAPITAL ACCOUNT
Capital stock, common, total par . o s . . .8
Surplus . . - . . AR v " . .
Umrividad profits . . . o e % o8 . .
Reserves . . . . . . . . . .
TOTAL CAPITAL ACCOUNT v 3 e ar o wm®
TOTAL LIABILITIES AND CAPITAL ACCOUNT .
MEMORANDA
Pledges assets (and securities loaned) . . . . .
Secured liabilities . 5 . P o N .
*Other assets”’ and “Other liabilities” include contra items
consisting of unused loan commitments of $8565,436.47.
State of Michigan, County of Wayne, ss;
I, R. C. Wandel, )
above statement is true to the best of my knowledge and belief.

Sworn tg :ln:il lubflflribed beflore me this
ay of January, SEAL

Geﬁrge D.ll;llabxlv_vo 1,

t.

grary BRI DIRECTORS -
E . GEORGE F, FIN

A . HILL  OHARLES A, KANTER CLIFFORD B.

MURRAY W. SALES HENRY H. BANGER ~ WESSON

OFFICES

Detroit
PENOBSCOT BUILDING
Member Federal Deposit Insurance Corporation

Dearborn

$ 30,178,956.29
54,083,027.10

'717,026.26
8,075,379.95
279.500.00

63,120,229.54

279,600.00

63,120,229.54

333,002.43
1,310,870.40

. $160,092,491.97
Phisnts Attty

$ 87,526,244.84
26,106,317.16
67,357.58

1/131,322.92
1,078,808.77

+, $161,760,565.79

3,000,000.00
3.000,000.00
1,879,780.14

452,146.04

8,331,926.18
. $160,092,491.97
e ——

NONE
NONE

‘ashier of the "above-named bank, do solemnly swear that the

R. C. Wandel, Cashier
Correct Attest: Alex D
Wesson Seyburn
M. W. S

ow

ales
Directors

L B. FORD

. LONGLEY

SEYBURN

Highland Park

Statement as of December 30, 1939
Resources Liabilities
Capital Stock,

Cash and Due from Banks
U. S. Government Securities_ . Surplus and Undivided Profit
Reserve for Contingencie

State, County and Municipal
Accrued Taxes, Interest,

Securities
Other Securities Reserve for Dividends. .
Demand Loans Unearned Discount
Time Collateral Loans. Letters of Credit and
Commercial Paper Pur Acceptances
Bills Discounted DEPOSITS
Bank Buildings
Accrued Interest Receivable__
Customers’ Liability under
Letters of Credit and Ac-

$46,118,250.37
34,379,114.42

6,283,580.66
11,915,272.69
11,151,190.03
6,916,789.28
2,290,000.00
17,763,538.71
3,335,815.13
311,850.29

ceptances 1,567,169.10
OTHER RESOURCES 19,451.94

$142,052,022.62
]

$ 4,550,000.00
s  9,215,063.32
& 610,898.54
229,157.74
113,750.00
309,136.17

1,858,676.67
125,165,340.18

$142,052,022.62

CORN EXCHANGE

NATIONAL BANK

AND TRUST COMPANY

PHILADELPHIA

Member Federal Deposit Insurance Corporation
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that motion pictures be “sold” more thoroughly to
the 130,000,000 citizens of this country as well as in
the remaining world markets. Despite the great
popularity of the screen there are still nearly 50,000,-
000 people in the United States alone who do not see
motion pictures regularly. These millions, or at least
a large percentage of them, must be won over by the
motion picture industry. °

I am confident this can be done and I believe it can
be accomplished by more intensive and intelligent
advertising and by more careful booking of pictures
80 that these people will know about and want to see
the many really great pictures which will be produced
during 1940 and the years to follow.

Glancing over the production schedules of all of
the major film companies, I see a wealth of pictures
of high quality which I believe can win new friends
for the screen. On our own Paramount schedule are
such pictures as “Gulliver’s Travels,” “The Light
That Failed,” “Remember the Night,”” “Dr. Cyeclops”
“The North West Mounted Police,” “Buck Benny
Rides Again” and “The Night of January 16”—to
name only a few—which will assure profitable
domestic theatre operations for at least the first
half of 1940.

Good pictures exploited in a showmanship way,
coupled with longer theater engagements for the real
successes, will mean increased theater attendance
everywhere. And increased attendance spells motion
picture prosperity for 1940, despite the curtailment of
certain portions of the war-torn world market.

* % *%

Harry J. Bauer

President, Southern California Edison Co., Ltd.

It would be pleasant to forecast, unreservedly,
that 1940 will bring a continuation of the satisfactory
increase in business activity which has marked the
past few months. It seems probable that there will
be some further business im-
provement this year, but in the
face of the many unpredictable
factors which must temper our
calculations, sanguine prediction
is not possible.

While we are cautious about
long-range forecasting as to the
probable turn of business, we
have adopted a forward-looking
program designed to meet maxi-
mum demands for our service.
Necessarily, this program is flex-
ible enough to meet a wide
variety of circumstances. We
have abundant generating ca-
pacity in our Big Creek hydro
and Long Beach steam-electric
stations to meet all existing demands from our
customers; installation of generating units at Boulder
Dam recently have been made and our Boulder
transmission line, a new major link in our high
voltage transmission system, has been completed.

The new year, therefore, finds us additionally
equipped, not only to extend our service to new
customers and to increase service to existing cus-
tomers, but to care for any emergency - demand
which is likely to develop.

The increase in virtually all classifications of our
business in the past 12 months has reflected the
general development of business in southern and
central California. Our total of meters in service
now is about 545,000. During the past year we have
added 25,000 new meters, one of the largest gains
in many years. _ :

This increase reflects, of course, the rapid ex-
pansion in home building which is under way in
this territory, and a corresponding gain in' the
manufacturing industries. Both plant expansions

- Harry J. Bauer
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and the establishment of new industries here have
been noteworthy during the year.

Again our agricultural customers, particularly the
citrus _growers, have had an unsatisfactory year,
partially as a result of the curtailment of foreign
markets following the outbreak of the war. -

The impact of the war upon the lives and activities
of all of us in 1940 of course cannot be foretold,
but the pessimistically inclined will find some jus-
tification for apprehension in the war abroad and a
Presidential campaign at home, adding to a situation
which already was none too stable.

% * %

Alexander Calder

President, Union Bag & Paper Corp.

The year 1939 was a better year for the Kraft
paper, bag and board industry, as a whole, than
1938.  Volume continued to increase month by
month from the middle of the year. The Kraft
division of the paper and board
industry not only showed slightly
better profits as compared with
1938 but also hit a new high from
point of consumption.

There are three basic reasons
for this:

1. Stocks in the hands of re-
tailers, wholesalers and manu-
facturers were extremely low.
There had to be a period of
replenishment.

2. The element of fear and
uncertainty with regard to mar-
ket changes was largely dissipated
by 'the fact that price levels as
of Jan. 1, 1939 were also ex-
tremely low. There was, there-
fore, a condition of confidence in the paper market—
confidence on the part of jobbers and consumers
that they could make normal purchases and put in an
inventory stock without fear of inventory losses.

3. There was an upward trend in general business.
Volume increases were sustained throughout each
month of the year, therefore, demand for product
was on an increase and the resulting production
increases experienced during the period gave con-
fidence to manufacturers that raises in price levels
could be held. :

These three factors were in existence before hos-
tilities started in Europe. During August, volume
in the paper market picked up appreciably and this,
of course, was accentuated when war was declared
into a buying surge that had not been experienced
in over 10 years.

There was a definite reason for this. Fear—that
paper and pulp materials would be immediately
affected by war conditions. America had been
dependent upon foreign sources for a large portion
of its raw material. Consumers of paper were familiar
with this situation. Prices were still low, therefore
there was a united effort on the part of consumers
to attempt to cover their requirements over as ex-
tended a period of time as they could, and buying
continued through the successive price advances.

This wave of fall buying was sufficient in volume
to insure Kraft mills running full operation for the
balance of the year. v

The year 1940 augurs well for the Kraft division
of the industry both from standpoint of profit as well
as from volume. The underlying reason for this is
the shortage and increased price of Kraft pulp.

Early January quotations from Scandinavian
countries on limited amounts of tonnage are being
made at $58.00 per ton, c. i. f. Atlantic ports, but all
such quotations are well protected with “Force
Majeure” and war clauses. This is an increase in
cost to domestic mills of nearly 1009, as compared
with Jan. 1, 1939. There is no way of determining

Alexander Calder




Volume 150

Indications Seen by J. H. Collins
That}Raising of New Capital for
Expanding Business May In-
crease—Remarks Before Wiscon-
sin Bankers Association

There are!many, indications that the
raising of new capital for business ex-
pansion may increase, Julien H. Collins, !
Vice-President of Harris, Hall & Co., |
Chicago, said on Jan. 24 in addressing
the mid-winter meeting of the Wisconsin
Bankers Association at Milwaukee.
“As confidence improvesfthere will be
more business of this type,”’ he said.
Mr. Collins, who is also Chairman]of the
Central States Group of the Investment
Bankers Association of America, an-
swered criticisms sometimes directed at
investment § bankers for not financing
new and hazardous ventures. ‘‘Capital
of that sort comes from promotional and
speculative sources. If the enterprise
proves to be sound, the investment
banker® then aids its expansion and
development,’” he said, citing the history
of the electricaljutility industry as an
example. The so-called ‘‘term loans”
with average maturities of five years
and longer, such as large metropolitan
banks have been making recently, are
not typical commercial banking transac-
tions and are explained by the current
scarcity of loans, Mr. Collins said. He
indicated that he expected shorter ma~
turities on such loans when a period of
more generous interest rates occurs.

[ —

Chicago Stock Exchange Governors
Hope New York State Transfers
Tax Is Revised—However, Dis-
agree with New York Exchange’s
View Regarding Increased Trad-
ing on Smaller Exchanges

Arthur M. Betts, Chairman of the
Board of Governors of the Chicago Stock
Exchange, in a statement to members of
the Exchange Jan. 24, in behalf of the
Board of Governors and Advisers, called
attention to an article in the January
issue of the magazine, “Exchange,”
published by the New York Stock Ex-
change, concerning “the increased trad-
ing on smaller exchanges of stocks listed
on the New York Stock Exchange which
the article attributed largely to the New
York State Transfer Tax.”” The state-
mént said that ‘“there are many other
factors, in our opinion, but that in the
interest of the whole business, the
Chicago Exchange Board of Governors
agrees that the New York State Transfer
Tax should be revised.” The state-
ment goes on to point out:

“Press reports and rumors have sug-
gested possible adverse action by the
New York Stock Exchange with refer-
ence to the above trading on the smaller
exchanges. According to Securities and
Exchange Commission dollar volume
reports, of the total stock business
transacted on the country’s stock ex-
changes in the 11 months ending
Nov. 30, 1939, the New York Stock Ex-
change accounted for 87.59% and the
New York Curb, 6.4%. The remain-
ing 6.19, was distributed - over 18
exchanges located outside of New York
City. ' These smaller exchanges perform
essential services in their communities,
and their members, directly and in-
directly, are responsible for a substantial
share of the volume on the New York
Stock Exchange.

“The relations of the New York
Stock Exchange and the Chicago Stock
Exchange have been cordial and co-
operative over a long span of years.
We are confident that no hasty or ill-
advised action will be taken to interfere
with the continued useful functioning of
the smaller exchanges. Nothing should
be done which would prejudice the wel-
fare of the business as a whole or impair
the efficiency of the serviee rendered
customers.”

The New York Stock Exchange
article was referred to in these columns

The Coinmetcial & Financial Chronicle

NATIONAL BANK
OF DETROIT

STATEMENT OF CONDITION, DECEMBER 30, 1939

RESOURCES

Cash on Hand and Due from Other
Banks . .

United States Government Obligations,
direct and /or fully guaranteed .

Other Securities . . . .
Stock in Federal Reserve Bank . . .
Loans:

Loans and Discounts . .

Real Estate Mortgages

Overdrafts o
Branch Buildings and Leasehold Im-

provements . . . . . . . .
Accrued Income Receivable—Net .
Prepaid Expense

Customers’ Liability Account of
Acceptances and Letters of Credit

TOTAL RESOURCES . . . .

.. $54,402,902.73
13,805,266.86
9,715.61

LIABILITIES
Deposits:
Commercial, Bank and Savings . $416,307,173.88
U. S. Government . 20,327,284.47
Treasurer, State of Michigan 7,460,239.04
Other Public Deposits 18,218,601.77
Capital Account:
Preferred Stock (370,000 Shares)
Common Stock (825,000 Shares)
Surplus .. :
Undivided Profits . . . . . .
Reserve for Retirement of Pre- -
ferred Stock. . . 38,125.00
Reserve for Common Stock Dividend
No. 11, payable February 1, 1940
Reserves . . . . M
Our Liability Account of Acceptances
and Letters of Credit . . . .
TOTAL LIABILITIES . . .

9,250,000.00
8,250,000.00
8,250,000.00
5,974,203.69

$208,496,609.15

197,317,551.95
18,072,351.28
772,500.00

68,217,885.20

787,373.22
1,029,178.12
1,251,976.45

1,751,246.21
$497,696,671.58

$462,313,299.16

31,762,328.69

412,500.00
1,457,297.52

1,751,246.21
$497,696,671.58

United States Government securities carried at $56,855,121.19 in the foregoing statement
are pledged to secure public and trust deposits and for other purposes required by law.

< e
{ ¥

Member Federal Deposit Insurance Corporation

Cotton—
Friendship—
Advertising—

A large part of the cotton business is done -
through personal friendship—the same sort
of mutual faith which is necessary to every
business.

BUT—did you ever stop to think of the large
part played by consistent publicity in devel-
oping the initial introduction?

An advertisement in the “Chronicle’” will
help you form new friendships among the
people constituting the “backbone’’ of the
World’s Cotton Industry.

of Jan. 20, page 364.
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how much higher pulp prices will be nor is there any
way of determining how much will be available even
at higher prices.

However, two things seem fairly certain.

1. The Kraft mills in this country which make
their own pulp will probably have no surplus capacity
unsold.

2. The converter mills which have been dependent
upon foreign sources of supply for their pulp face the
possibility of a severe shortage of raw materials
at premium prices which must be reflected in the
selling prices of domestic paper and board products.

* % %

Alfred E. Colby

President, Pacific Mills

The Current Outlook for Textiles

Among the many factors bearing upon the outlook
for 1940 in the different branches of the textile
industry, those which seem likely to have the
greatest influence over the next few months are:

# 1. The course of prices for our
raw materials, especially cotton
and wool.

2. The action taken by cotton
goods manufacturers as to rate
of operations when and if unfilled
orders fall below the level of
recent months.

3. The extent to which na-
tional income and consumer de-
mand for textiles increase during
the 1940 spring retail selling
season.

The textile industries are pe-
culiarly susceptible to fluctua-

Brank ity ton in prices of their raw mate-
_ rials. A sudden increase in
Alfred E. Colby  prices creates large scale buying
due to the effort of everyone to
cover their requirements before the price rise becomes
effective.  Similarly sharp price declines remove
from the market what demand may be there until
everyone feels reasonably sure prices will go no
lower. It is accordingly to be regretted that in
recent years new forces wholly beyond the control
of the textile industry have added to the natural
instability of our raw material markets. An instance
of this sort of action was the removal last month of
a Government export subsidy on cotton which re-
sulted in a sudden rise in the price of a cent a pound.
Recently there have been indications that an attempt
is to be be made to renew the processing tax. Should
this be done it would be difficult to prevent on the
one hand speculative buying designed to anticipate
the effective date, and on the other, a sizeable
shrinkage in consumer demand due to the higher
price levels. Sound merchandising, either by mills
or their customers, becomes increasingly difficult in
the face of arbitrary action of this kind affecting the
prices of the raw materials we use.

The exceptionally high rate of mill consumption
of cotton during recent months, as a result of which
1939 will almost equal the all-time peak year 1937,
naturally raises a question as to the extent to which
the output of the industry has actually been moving
into consumption. There have indeed been certain
increases ‘in the demand for cotton goods resulting
from the war, the principal one being in substitution
of cotton bags for burlap, but it is unlikely that in
total they bulk very large. Mill consumption of
cotton in November, on the other hand, was 229,
higher than the average for the first six months of
the year. While it would seem somewhat too op-
timistic to expect that all of these goods are moving
immediately into consumption, slight increases in
inventories in the hands of all factors. in the trade
would be no cause for concern provided mills did

/
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not continue to produce at this high rate after their
customers’ are taken care of. It seems that mill
management generally will again be confronted with
the question that has raised itself periodically over
the past few years, whether such readjustment of
rate of production will be made before or after
inventory accumulations. The answer which mills
collectively make to that question will determine to
a considerable degree whether cotton goods will be
sold at a profit or at no profit during the next few
months.

As to the third point, it is reassuring to note that
business analysts have been almost unanimous in
forecasting a higher national income in 1940. Since
the actual consumptien of most kinds of textiles by
consumers increases proportionately with increases in
the national income, it may be expected that a some-
what larger volume of textiles will be purchased by
consumers in 1940. Recent increases in department
store and mail order sales have helped to keep the
increased volume of output of our industry moving
into consumption. If drastically unsettling factors
can be prevented from disturbing the raw material
markets, and mills will exercise good business judg-
ment in refusing to make goods for stock, at least
to the extent necessary to prevent stocks from
accumulating, and consumer purchasing power in-
creases in accordance with expectations, then there
is good reason to look forward to the highest rate of
per capita: consumption of textiles in terms of yards
and pounds in 1940 which has ever been known in

this country.
B R R

Donald L. Brown

President, United Aircraft Corp.

THE American aircraft industry in 1939 was faced

with unusual demands for increased production
as aresult of disturbed world conditions which greatly
increased the requirements for all aeronautical ma-
terials.

Certain countries, which normally manufactured
and exported aircraft products, have absorbed their
own entire output and have had to look to the United
States to supplement their production. As a result
of this, neutral countries, unable to fill their needs
through their normal sources, have also turned to the
United States. The national defense program of our
own Goveérnment has been accelerated during the
year, adding greatly to the demand and in addition
there has been a rapid growth of commercial airline
business.

Fortunately, however, the United States Govern-
ment has carried out during the past 15 years, a well-
planned procurement program which has contributed
materially to the development of a sound and stable
industry, and commercial development has kept pace
with this program. As a result, the aviation industry
has been able to expand rapidly enough to meet ail
requirements. -

Moreover, the number of major purchasers, even
with the increased demand, remains relatively small.
This has facilitated the maintenance of a reasonable
balance in the expansion of the manufacturing units
producing airplanes, engines, propellers and accessor-
ies.

United Aircraft is strongly conscious of the problem
of meeting these increased requirements without set-
ting up an establishment that will be a burden when
the emergency is past. By the application of fore-
sight and judgment, I believe we can keep our plant
expansion at a figure commensurate with the real
demand. Shipments during 1939 have been sub-
stantially increased. In general, we will enter 1940
with our capacity booked for the year and our plants
functioning smoothly. Subject always to unforeseen
circumstances, we can look forward to 1940 to be a
good year. _

During the last year, increasing expenditures have
been made for engineering and development, and our
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CURRENT NOTICES

—The Board of Directors of the San
Francisco Stock Exchange Lunch Club
has appointed Felix Smith of Pillsbury
Madison & Sutro to fill the unexpired
term of Colis Mitchum as the Club’s
Vice-President, it was announced. Mr.
Mitchum is changing his residence from
San Franeisco to Los Angeles.

At the recent annual meeting of the
Lunch Club, Bertram E. Alanson was
elected to his fourth consecutive term as
President. John R. Hooker and William
R. Bacon were reelected to the offices of
Secretary and Treasurer. H. D. Collier,
Henry D. Nichols, Frank C. Shaugh-
nessy and Robert L. Coleman Jr., were
elected members of the Board of
Directors.

The Stock Exchange Lunch Club, one
of the best known clubs of its kind in
the country, occupies the 10th and 11th
floors of the Stock Exchange building,
but has no other connection with the
exchange. The interior of the Club has
become famous as an outstanding ex-
ample of modern decoration, and among
the works of art, housed there is a Diego
Rivera fresco picturing the life of
California.

—M. Leslie Denning of s
Becker & Co. was named president of
Cashiers Association of Wall Street,
Inec. for the year 1940, it was announced
at the 14th annual entertainment and
banquet of the Association held Thurs-
day, Jan. 25th, at the Cafe Savarin,
120 Broadway.

Thomas B. McDonald of Blyth & Co.
was named First Viece-President and
Robert T. Craig of A. C. Allyn & Co.,
Second Vice-President.. John Grinwis
of Schoellkopf, Hutton & Pomeroy was
elected Secretary, and Ralph Jones of
E. H. Rollins & Sons is the new
Treasurer. :

Directors named for 1940 are: Joseph
Costa, L. F. Rothschild & Co.; George
Steinrich, Bayles, Softye & Co.; Thomas
P. Keely, Green, Ellis & Anderson; Leo
P. Deignan, White, Weld & Co.; Joseph
Hughes, Blair & Co.; Emory G. John-
son, Hanson & Hanson; and Fred W.
Birtwell of Stone & Webster and Blod-
gett, Inc. .

John T. Wall of H. M. Byllesby &
Co. was named chairman of the 1940
nominating committee, which includes
Kenneth Martin of Merrill Lynch & Co.,
Ine. and Morgan Gibbons of R. E.
Swart & Co.

The slate of officers and directors was
presented by Fred W. Birtwell, chair-
ll%%% of the nmominating committee for

—Charles G. Stachelberg, a former
member of the investment banking firm
of Speyer & Co. with whom he had been
associated for many years, is to become
a partner of Spencer B. Koch & Co.,

A. G

members of the New York Stock Ex-|*

change, in the early part of February.

Upon the dissolution of Speyer & Co.,
which occurred last June, Mr. Stachel-
berg became a Vice-President of the
Swiss American Corp., from which he
is now resigning to undertake his new
activities.

—H. C. Speer & Sons Co. announce
that Alois R. Clarke has become asso-
ciated with them. Mr. Clarke began
his investment career with the Harris
Trust & Savings Bank in 1911. He has
since been associated with several other
Chicago investment firms, his most
recent association being with Morris
Mather & Co., Inc. and prior to that was
with F'. S. Moseley & Co. : '

—F. Lawson Bennett and Andrew J.
Casazza have formed the firm of F. L.
Bennett & Co., to specialize in Municipal
and other Tax Exempt Bonds. Mr.
Bennett was formerly a member of the
firm of Bennett Bros. & Johnson: Mr.
Casazza treasurer of Roger Lasley &
Co., Inc.

tp://fraser.stlouisfed.org/
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Bonds of the United States

Bonds of States

Bonds of Cities

Bonds of Counties
Bonds of Towns

Bonds of Railroads
Bonds of Public Utilities

Bonds Guaranteed by the United States

The DIME. SAVINGS BANK
OF BROOKLYN

Incorporated 1859
DE KALB AVENUE AND FULTON STREET
BROOKLYN, N. Y.

JANUARY 1, 1940
One Hundred and Sixty-First Semi-Annual Statement

, RESOURCES A ‘
Cash on Hand and in Banks_ .. ... o e $ 16,094,728.73

46,582,597.65
3,500,000.00
418,265.63
13,228,213.82
2,172,460.68
'689,175.52
10,598,512.54
7,475,022.10

Investment in Savings Banks Trust Company and

Institutional Securities Corporation._ . _______ X
Bonds and Mortgages (less Reserves)

Banking Houses

Other Real Estate

Loans on Pass Books
Modernization Loans
Interest Due and Accrued
Prepaid Taxes

Other Assets_ - - cocccmeoaoooo

1,247,850.00
119,875,543.61
3,725,000.00
6,277,760.00
12,635.00
642.36

. 1,568,175.24
61,622.54
1,537.51

$233,529,742.93

LIABILITIES

Due 205,122 Depositors

Due 23,253 Christmas Club Depositors

Reserve for Taxes and Expenses
Other Liabilities

Surplus (Investment Value).__.

$199,043,243.25

118,788.75

201,000.00

318,275.22
$199,681,307.22

e -% 33,848,435.71

OFFICERS

‘PHILIP A. BENSON, President
FREDERICK W. ROWE, Vice-President
WALTER HAMMITT, Vice-President
GEORGE C. JOHNSON, Treasurer
ROBERT L. FERNALD, Secretary

AUSTIN C. CHESHIRE, Comptroller

JOHN D. GRAHAM, Assistant Treasurer
A.EDWARD S8CHERR, Jr., Assistant Treasurer
EUGENE R. SHOTWELL, Assistant Secretary’
CLINTON L. MILLER, Assistant Secretary
RAY C. SHEPHERD, Assistant Secretary

ALFRED R. MARCKS, Mortgage Officer
CLINTON W. PARKER, Assistant Secretary
ROBERT D. BARKER, Real Estate Officer
EDWIN H. BIEDERMAN, Asst. Secretary
GUY L. GOULD, Asslstant Secretary
GEORGE N. MAUGER, Asgistant Comptroller
GUSTAV T. ANDREN, Asst. Mortgage Officer
HELEN R. FEIL, Assistant Secretary

ALBERT HUTTON, Counsel
ARTHUR C. WEYMANN, Solicitor

TRUSTEES

Frederick W. Rowe
‘Walter Hammitt
Frederick L. Cranford
W. J. Wason, Jr
Edward C. Blum
Thomas H. Roulston

John F, Bermingham
Philip A.
Arthur L. J. Smith
Joseph K. Smith
William W, Walsh
Albert Hutton

Frank F. Jackson
Henry A. Ingraham
George C. Johnson
Robert L. Fernald
Charles R, Gay
DeWitt A. Forward
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CURRENT NOTICES

—Jackson & Curtis, members of the
New York Stock Exchange, announce
the opening of a Waterbury, Con-
necticut office under the management
of Francis T. Phillips. This brings to
12 the number of cities in which the
firm maintains offices, others being
New York, Boston, Chicago, Phila-
delphia, Providence, Cleveland; Cam-
bridge, Springfield and Lynn, Mas-
sachusetts; Elmira, New York; and
Akron, Ohio.

—Frank J. Daly, formerly with
D. M. S. Hegarty & Co., has become
associated Wit%l Fitzgera,ld & Co., Inc.,
in their retail sales department. .

—Allen & Co., 30 Broad St., New
York City, are distributing a circular
containing a quarterly presentation of
bank stock earnings for 1939. :

CURRENT NOTICES

—Hornblower & Weeks, 40 Wall St.,
New York City, members of the New
York Stock Exchange, have published a
pamphlet setting forth, in tabular form,
earnings per share and dividends for 1938
and 1939 on 101 dividend-paying in-
dustrial common stocks and a pamphlet
on New York Bank Stocks containing a
summary of the operations of 16 leadin,
New York banks, based on publishe
Dec. 31, 1939 statements of condition.

—Amott, Baker & Co., Ine., 150
Broadway, have recently released re-
vised reports on 1400 Broadway Build-
ing and 1410 Broadway Building, New
York City and the Industrial Office
Building of Newark, N. J.

—Hoit, Rose & Troster are re-opening
their retail sales department, which was
discontinued about 10 years ago.
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plans for the coming year contemplate even further
expenditures,

Pratt & Whitney Aircraft is busy on new engines.
Hamilton Standard Propellers is concentrating on
advanced types. Vought-Sikorsky Aircraft is con-
tinuing a progressive program along experimental and
research lines. In general, we are accelerating these
activities in an effort to be prepared for the aftermath
of the present emergency.

* ¥ *

C. M. Chester

Chairman, General Foods Corp.

The American food industry sold a record ton
nage in 1939. It expects to do likewise in 1940,
if for no other reason than because of the estimated
growth of population, which averages around 700,000
annually.

Food sales through more than 600,000 retail food
stores in 1939 totaled about $10 -
165,000,000, a gain of 1.5%, over
1938. These sales exclude foods
sold through hotels, institutions,
and restaurants, most of which
enjoyed a rising volume near the
year end. The dollar gain in
retail food store sales was smaller
than the 49, tonnage increase,
because retail food prices steadily
declined from January to mid-
August, rose rapidly for a few
weeks ‘in September, leveled off,
and ended 1939 by averaging
for the year 29, lower than
in 1938.

Heavy carryovers of canned
fruits and vegetables at the start
of 1939, coupled with subnormal
public purchasing power, depressed. food prices, until
by mid-August they reached a five-year low level—
. a fact duly recorded in shrinking farm incomes,
failures of food processors, wholesalers, and retailers,
and lessened dividend declarations.

An upswing in general trade and industry,  along
with smaller crops—the latter resulting from de-
creased plantings and poor growing weather—claimed
public recognition just as the outbhreak of the Euro-
pean war touched off a public buying wave. Coming
at a time when grocers’ stocks were at their lowest
point in several years and wholesalers’ inventories
were light, the wave of public buying lifted sales
and prices rapidly for a brief period until the public
realized that supplies of most foods were ample,
though not so large as earlier in 1939,

Meanwhile, increased employment and expanded
payrolls lifted national income and public buying
power and thereby shifted demand somewhat from
low to higher-priced food items, a change reflected
in rising dollar sales of food. ‘ ,

In an endeavor to cut costs, the food processing
industry near the end of 1939 was buying 35 to 409,
more equipment, machinery, and ftrucks than in
1938. It was also building new plants, designed to
meet demands imposed on the American food in-
dustry, which is the largest and most highly or-
ganized in the world’s food trades.

Food is one of our few industries that can claim
an entire population for its market. It employs—
directly or indirectly, full-time or part-time, either
in growing, processing, distributing or fields allied
thereto—one out of every three of the nation’s
workers. They are employed on our 7 ,000,000 farms,
in the 49,000 processing establishments, the more
than 600,000 wholesale and retail food outlets, hotels,
restaurants, and institutions, and sources of supplies
and services, such as forests, mines, steel mills, and
railroads. Nearly one-third of all the manufacturing
plants in the United States are engaged in food
processing.

o hato by
Blank & Stoller
C. M. Chester
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The value added by manufacture in food process
sing plants is 339, as against value added by all
American manufactures of 41.5%. Most food proces-
sing plants are small. Only 259, of them handle
$100,000 or more volume a year. Yet a single
organization such as General Foods produces less
than 29, of the total factory value of foods processed.
One-third of all American retail stores are food
stores. This percentage rises to 48 if eating and
drinking establishments are added. -

Factors favorable and unfavorable to general trade
and industry immediately affect such a highly com-

~ plicated business as that of supplying a nation with

its daily food. For example, an early revival in new
capital markets would increase employment, expand
purchasing power, and thereby lift quality food
sales. It is said that the national industrial plant
could well use $25,000,000,000 to $40,000,000,000
expenditures for neglected maintenance and replace-
ment. Numerous new products merely await capital
in order to be marketed. It is estimated that every
time capital goods industries add two new workers,
other lines, like transportation, communication, and
trade, add three new workers. The wages of these
five new workers constitute new purchasing power,
at least some of which will be used to buy more
and better food.

The food industry is not unmindful of outside
influences, for essentially it has practiced the prin-
ciples which one foreign observer, the “London
Economist” suggested—namely, to lower production
costs—to spur recovery.

Retail food prices near the year end were 27%,
lower than in 1929, though general living costs in
the same periods were down only 169%. General
Foods Corp. prices average more than 309, lower
than in 1929. Meanwhile, food processors added
more than 100,000 employees during the 10 years
and their employment in 1939 was about 20,000
higher than in 1938. Capital purchases of equip-
ment, machines, and plants by food processors like-~
wise increased employment indirectly.

One current question facing the industry is this:
Will the United States start storing food due to
war abroad?

This question assumes importance because war
conditions reduce the number of food producers,
while consumption remains about the same.

The American food industry today is far better
prepared to cope with a European war than it
was in 1914. Farming is more mechanized and
becomes more so each year as an array of new me-
chanical devices is marketed. - However, we are
still at the mercy of disastrous weather conditions.

General Foods Corp. in 1939 enjoyed a record year
in tonnage, case sales, dollar sales, and employment.
Most of its business is within the United States.
Of 68,000 General Foods shareholders, 67,293, or
98.96%, live in the United States. Of the 5,251,440
common shares outstanding, 98.7%, are owned by
residents of the United States.

* * &

Robert H. Colley

President, The Atlantic Refining Co.

DURING 1939 the American public was able to

consume a record volume of petroleum products
at a cost which amounted to nearly $90,000,000
less than it would have had to pay for an equivalent
volume at 1938 prices. Once again the industry was
able to demonstrate its long-established ability to
supply increasingly larger volumes of increasingly
higher quality products at decreasing costs to the
consumer. Total domestic consumption of petroleum
products during 1939 was approximately 1,090,000,-
000 barrels, nearly 8%, more than in 1938. Present
indications are that 1940 domestic demand for pe-
troleum products will exceed that of 1939 by a little
more than 69.
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“Who’s Who in Transportation and
Communication” to Be Pub-

lished in September, 1940

“Who’s Who in Transportation and
Communication,” deseribed as the first
complete and authentic reference work
covering all branches of endeavor in
these two closely related fields, is now
in preparation for issuance in mid-1940,
and will contain sketches of approxi-
mately 15,000 leading figures, it was
announced Jan. 25 by John Simons,
President of Transportation Press, Ine.,
New York, publishers, and Charles
Henry Davis, editor of the work. Mr.
Dayvis reported that 80,000 question-
naires have been sent throughout the
country to key men and women care-
fully selected from many scores of
thousands holding important positions
in allied transportaiion and communica-~
tion industries. The announcement
further stated:

“Each sketch will give the facts of the
subject’s career, training, and back-
ground. Also included will be marriage
- data, social activities, and public honors,
together with home and office addresses.

“Mr. Davis is the founder of the
Davis Library of Highwa% Engineering
and Transport at the University of
Maryland. Engineer, industrialist and
publicist, he is known as the ‘fatherfof
the good roads movement’ in this
country, being the founder, trustee and
President of the National Highways
Association.

“Covered in ‘Who’s Who in Traps-
portation and Communication’ are all
phases of transportation: Railways,
waterways, airways, motor vehicles,
urban and interurban lines, travel
bureaus, highways, aqueducts, bridges,
&e. Similarly, communication is repre-
sented in all possible phases: Electric
light and power; telegraph, telephone
and cable; wireless, radio and televi-
sion; the press and advertising; motion
pictures. Also represented are fuel,
pipe lines and pneumatic tubes, cartog-
raphy and geodetic survey, super-
visory government agencies, postal ser-
vice, U. S. Army, Navy and Coast
Guards.”

—_————

CURRENT NOTICES

—13 new members have been elected
to the Wall Street Chapter of Kappa
Beta Phi and were initiated at the
twelfth annual dinner of the organiza-
tion held at the St. Regis last night,
Friday. The new members are: K. C.
Hogate, Wall Street Journal; Joseph H.
King, Union Securities Corp.; Hugh

Bullock, Calvin Bullock; George J..

Leness, The First Boston Corp.; T.
Taylor Foster, Spencer Trask & Co.;

Wm. M. Rex, Clark, Dodge & Co.;|

John W. Valentine, Harris, Hall & Co.;
A. H. Kiendal, Guaranty Trust Co.;
W. R. Erickson, Stone & Webster and
Blodget, Ine.; Clarence Bartow, J. P.
Morgan & Co.; Henry G. Riter, 3rd,
Riter & Co.; Frank L. Sunstrom, Bur-
ton, Cluett & Dana;.and C. Gerard
Dodge.

To head the Wall Street Chapter for
1940, Joseph A. W. Iglehart is slated for
election as Grand Swipe to succeed
Frank M. Stanton. The election of
officers took place at the dinner.

—Glenn Griswold Associates an-
nounces that Denny Griswold has be-
come a partner in the firm. Mrs.
Griswold will act as manager of the New
York office. James Conway is
manager of the Chieago branch. Denny
Griswold has been an account executive
with Glenn Griswold Associates since
the firm was organized and was formerly
active in publishing, radio and public
relations work.

—Granberry & Co., members of the
New York Stock Exchange, 50 Broad-
way, New York City, have prepared a
study of the “Aireraft Mfg. Industry.”
Copies available upon request.

The Commercial & Financial Chronicle

A NATION UNITED BY TELEPHONE

Just twenty-five years ago, on
January 25, 1915, the first trans-
continental telephone call was
made.

President Wilson talked from the
White House across the country,
testifying to the nation’s pride “that
this vital cord should have been
stretched across America as a sam-
ple of our energy and enterprise.”

The inventor of the telephone,
Alexander Graham Bell, in- New
York, repeated across the conti-
nent to San Francisco the first
words ever heard over a telephone
—“Mr. Watson, come here, I want
you”—to the same Thomas A.
Watson who had heard them in the

garret workshop in Boston in 1876.

That ceremony ushered in trans-
continental service twenty-five years
ago. Then it cost $20.70 to call San
Francisco from New York. Now it
costs $6.50 for a station-to-station
call and only $4.25 after seven in
the evening and all day Sunday.

In 1915 it took about half an
hour, on the average, to make a
connection. Now most calls are
put through without hanging up.

These are measures of progress
in the never-ending effort of the
Bell System to give faster, clearer,
more useful and courteous service
to the people of the
United States.

. BELL TELEPHONE SYSTEM

Consistent Advertising —

is an economy and cuts the cost of selling, making lower prices
or better services possible without sacrifice of seller’s profits.
The CHR ONICLE can carry your message to the World’s
most influential class of people at a moderate cost.,

Let us help you solve your publicity problems in a consistent

manner.
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§ ‘Although the petroleum industry’s ability to im-
prove its products while lowering its prices has been
due to its relative freedom to conduct its business
on the basis of free initiative and free competition,
the record of the industry during 1939 was inter-
spersed with illustrations of the trend of legislative
thought and action toward uneconomic restrictions
and controls. Throughout the year the industry
was confronted with a succession of governmental
investigations, proposals for the divorcement of the
producing and refining divisions from the marketing
divisions, proposals for Federal control of oil con-
servation, and a long list of proposals for the im-

position of discriminatory taxes on the industry’s -

products and facilities.
Despite these distractions the industry continued

to make progress along lines calculated to maintain .

its record of service to the public. During 1939,
through its exploratory drilling activities, it dis-
covered new underground supplies of crude oil more
than ample to replace withdrawals for consumption,
so that at the close of the year the American public
was assured of a larger reserve of crude petroleum
than at any other period in the history of the industry.

The total footage of wells drilled during the year
was approximately 81,000,000, or more than 15,000
miles. Two new States, Nebraska and Mississippi,
were added to the oil-producing group. More than
3,500 miles of new pipe line were constructed, making
1939 the most active pipe line construction year in
nearly a decade. Modernization and expansion of
refinery capacity made it possible to supply con-
sumers with a greater volume of the higher octane
gasolines, and contributed to greatér operating
efficiency in commercial and military aviation
through increased production of 100-octane avia-
tion gasoline.

At the close of 1939 the industry’s internal affairs
were in reasonably good order. Inventories of crude
and refined products, with the exception of gasoline,
were in a strong statistical position, having been
reduced in total by approximately 44,000,000 bar-
rels during the year. Supplies of raw material were
ample. The threat to crude prices of over-pro-
duction from new fields had been largely dissipated.
Prices of petroleum products were at levels pro-
viding an annual return on investment about equal
to the year 1937, and profits appeared to be fairly
equitably distributed among the industry’s several
divisions.

Looking foward over the coming 12 months,
current expectations are that domestic demand for
petroleum products in 1940 will approximate 1,-
163,000,000 barrels, an increase of 73,000,000 bar-
rels over the 1939 record year. The outlook for
export demand remains cloudy, but the indications
are that the major part of the expected increase in
the industry’s operations will be for domestic
rather than foreign consumption. All in all, the
petroleum industry is in a moderately good position
to share in the increase in national prosperity which
everyone hopes is on the way.

* % *

Harris Creech
President, The Cleveland Trust’ Co.

/

BUSINESS activity in the Cleveland district has
improved during the past three months in even
greater degree than has been the case in most other
sections of the country. The chief reason for this
better showing is that this district is largely dependent
on the heavy industries, and especially on iron and
steel, and machine tools, and automotive parts which
have all participated vigorously in the recent upturns.
Our industrial activity will enter the year 1940 at
such relatively high levels that we expect some de-
creases during the first half of next year, since a fair
part of our added production has been going into
replenishing working inventories that were abnor-
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mally low when war broke out in Europe.  The first
half of 1940 in this district will almost surely provide
better business than the first half of 1939.

We do not look for important changes in the trends
of interest rates and bond prices, but we incline to
the belief that the long term trend of interest rates is
a slowly advancing one and if that proves to be true,
we should expect the prices of the highest grade bonds
to decline a little rather than to show important
further advances. _

During this year the total loans of the banks of this
city have increased by 179, and the increase still
continues. On the other hand the investments of our
banks have decreased by a little less than 49%,. Our
tendency here is for more commercial loans but not
for a corresponding increase in bond holdings.

The whole situation may be summed up by noting
that we look forward to 1940 with considerable con-
fidence, mildly tinctured with a little optimism.

* * *

William H. Coverdale

Chairman and President, Seaboard Air Line Ry. Co.

Although viewed against a background of national -
and world conditions which may suddenly shift, the
outlook for the territory served by the Seaboard
Railway is conspicuously brighter at the beginning of
1940 than it was a year ago. Al-
most every line of business and
industry in the Southeast has felt
the impetus of renewed activity
evident throughout 1939, which
came even more strongly into.
evidence during September of
that year and which has con-
tinued without marked diminu-
tion until the present time. On
every hand one finds a feeling of
optimism,but an optimism which,
fortunately, is tempered with dis-
cretion and which, additionally,
is anchored to a firm base of
generally sound conditions.

Of particular significance in the
case of the Seaboard Railway is
the industrial expansion which has taken place in its
territory during the decade just ended. Notable
among those developments has been the establish-
ment of large pulp and paper mills on its rails, the
huge expenditures made for enlargement of existing
plants and facilities in other fields of manufacture,
the construction and operation of large chemical
plants, and other important industrial projects of
varying kinds and sizes.

With this industrial development, there has been
no lack of agricultural progress. Crops which it was
previously believed to be impracticable to grow in
this territory have, after experimentation, been found
to be ideally adapted to the growing conditions obtain-
ing in this section. The result has been not only a
marked increase in the production of agricultural
commodities, but also a widespread diversification
hitherto unknown, and which of itself makes for
greater stability.

There is every reason to believe that the winter\
resorts of the Southeast still enjoy this year one of
the largest and most successful seasons, if not the
greatest season, in their history. This is an impor-
tant factor in the Seaboard Railway’s outlook from
both a passenger and freight standpoint. Serving
all of the noted winter resorts in its territory, the
Seaboard stands to benefit in direct proportion to the
increased patronage enjoyed by those resorts. Many
resorts already report bookings far ahead of those
for the same period last season.

During 1939 the Seaboard placed orders for nine
new 2,000 h.p. Diesel-electric locomotive units, 14
new lightweight, stainless steel passenger cars, 700 all-
steel 50-ton capacity box cars, 100 50-ft. 50-ton
capacity all-steel flat cars, and 100 70-ton capacity

W. H. Coverdale
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The
EXPANDIT
Binder

A Practical and

Serviceable Binder

for your Magazines
and Periodicals.

The “Exrandit" Binder is so constructed
that it will always open flat, whether it be
filled to its capacity of six-inch expansion,
or whether it contains only one issue.

Its back is adjustable to the size of the
number of issues it contains, thereby
eliminating all waste space and adding ?'eatly
to its appearance. his is an exclusive
feature. The magazines are held in place
by means of a wire holder, and can be nserted
in less time than it takes to tell about it,
without punching holes, pulling strings,
or mutilating the coples in any way.

Successive or intervening issues may be in-
serted without the. necessity of disturbing
other issues. You handle only the particular
copy that you desire to insert or remove,
the others remain in their proper position.

Whether an issue be thick or thin, the
“Expandit” Binder is adjustable to its
thickness. It embodles every feature that
has proved of practical value and it avoids
all that are objectionable.

In sizes up to 13x814 inches
Price $2.00 each
Plus postage
Prices for larger sizes
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COMMUNITY DEVELOPMENT today must rely
largely upon an abundant, unfailing supply of light, heat
and power. By the same token, local economic and social
welfare are factors which fortify the investment of public
utility companies supplying these services. Recognition
of the element of interdependence, based upon such mutual
interests, is inescapable.

Situated in several adjoining central and eastern states,
communities which comprise the consumer territory of
Columbia System share much in common. Marked simi-
larities in climate and population, as well as in the conduct
of business, are encountered throughout the area.

On the other hand, this region possesses great diver-

on application

The “EXPANDIT” Binder

26 Spruce St., New York City

sity. Industries are many, including iron and steel, coal
and coke, rolling mill output, machine tools, sheet metal,
tile, brick, lumber, wood-working machinery, office furni-
ture, glass, pottery, clay products, shoes, clothing, boats,
automobile accessories, printing and publishing, packaged
foods, meat packing, soaps and chemicals.

Columbia System is constructively identified with the
volume and variety of these industrial activities, besides
enjoying a continuing demand from commercial and resi-
dential sources. The gas and electricity, provided by its
operating companies, meanwhile contribute, in generous
measure, to better living and working conditions for their
customers. Thus is maintained a progressive, reciprocal
alliance which redounds to the benefit of all concerned.

WANTED

CHRONICLES
Jan. 11916
Jan, 17 1920
Nov. 13 1920
Dec. 25 1920
Jan. 71922
Jan. 51924
Jan. 91926
Jan. 81927
Jan. 71928
Jan. 51929
Jan. 26 1929
May 41929
Oct. 61929
Oct. 121929
Oct. 19 1929
Oct. 26 1929
Jan. 31931
Jan. 101931
Jan. 91932 *
Jan. 171933
Jan. 61934 _-'

Jan. 41936

BANK & QUOTATION
January—1914
December—1916 ;
January—1916
February—1916
January—1918 - I have helped write three best Loose Leaf
January—1919 . sellers. 1 help Business, Pro- SECURITY RECORD FORMS
January—1926 fessional and Technical men
january—-—1931 write books, reports and articles.

anuary—1933 7 .
; It you have something impor-

Will pay 25 cents per copy tant to write and can use my

WM. B. DANA CO. services, address me: K. B. John-
. 25 Spruce Street son, care- of Walter B. Pitkin,
NEW YORK 2960 Broadway, N. Y. City.

CorLumBIA GAS & ELECTRIC

OLUMBIA
CORPORATION CSYSTEM

to enable investors to keep complete
records of their holdings and transactions
(size 5%4"'x814" to fit standard binder).
Sample forms will be gladly furnished
without obligation,

Wayne Hummer & Co.
Members of Principal Exchanges
105 West Adams St., Chicago
Telephone: Andover 1700
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steel hopper cars. The locomotives and passenger
cars were delivered during November and December
of 1939, the freight cars remaining for delivery in
1940. Deliveries of those cars are expected to begin
about the middle of this month.

With the acquisition of the new Diesel-electric
locomotives, supplementing those already in service,
both sections of the “Orange Blossom Special,” the
South’s ‘most distinguished winter train, are now
drawn by this type of locomotive, designed to give
exceptionally smooth riding qualities at even the
highest speeds.. The “Silver Meteor,” the first
streamlined, stainless steel, chair car train to operate
between New York and the South, is likewise powered
with Diesel-electric locomotives, and this luxurious
coach train is now operated on a daily schedule, in-
stead of on a “sailing day” basis as was the case
prior to Dec. 1, 1939.

The equipment and plant of the railway have been
maintained in adequate relation to the volume and
character of traffic offered, and it is not now antici-
pated, in view of the acquisitions just mentioned,
that there will be any substantial expenditures made
for new equipment during 1940.

Roadway and structures have also been main-
tained in adequate relation to the volume and char-
acter of traffic offered. Important reductions have
been made, particularly in the last two years, in the
running time of both passenger and freight trains,
and the track and appurtenant facilities have been
improved to assure the safe, efficient and economical
operation of trains on the faster schedules—some.of
the schedules the fastest ever operated between given
points. It is quite likely, therefore, that the Sea-
board’s maintenance program for 1940 will follow
approximately the same general trend as that for
immediately recent years.

It is difficult in the extreme to make any accurate
forecast as to prices to be expected for materials and
supplies during the coming year. Prices of a good
many of the numerous items necessary in the opera-
tion of a railway system of the Seaboard’s size have,
after rather rapid rises in some instances, apparently
become more stable. It is perhaps not unreasonable
to think that, barring unusual and unforeseen condi-
tions arising, most prices will not be substantially
greater during 1940 than at the present time.

Constantly changing conditions bring in their wake
new problems for railway management. The Sea-
board will continue in 1940, as in the past, to en-
deavor to meet these new situations in a manner
designed to bring to the territory and patrons it
serves the greatest permanent benefits. With that
end in view, the Seaboard looks forward confidently
to a year of achievement in 1940.

% % %

Carl F. Danner

President, American Hide and Leather Company

IAS the year starts, the shoe and leather business
\ is facing one of the most difficult situations
that it has had to meet in many years.

By advertising and by other means a large majority
of the shoe-buying public, and more particularly shoe
retailers, have been educated to buy shoes on a fixed-
price basis. This policy, together with the severest
kind of competition, has undoubtedly increased sales,
reduced the price of shoes, and given the consumer
greater value for his money. It is estimated that the
average wholesale price per pair for shoes today is
$1.85, which compares with $2. 57 a pair in 1929.

On the other hand, when as at present, raw material
and manufacturing costs have increased to a point
above the amount that can be absorbed by increased
efficiency or reduced overhead, the established custom
of selling shoes in certain price “grooves” presents a
real problem.

In the past retail resistance has often exerted
enough pressure on shoe manufacturers and tanners
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to cause corrective price reductions in the hide and
skin markets. This has been particularly true in the
last decade. The price trend was downward until
1933 and an upward movement started at that time.
This upswing was checked in 1934 by the excessive
supply of hides resulting from the drought in that
year. Large quantities of hides were placed in storage,
and the surplus of hides overhanging the market
has been burdensome enough to check any sub-
stantial advance since that time.

This experience seems to have convinced many
retailers and shoe manufacturers that the more or
less established price levels can be maintained;
and there has been great resistance to advances in the
price of shoes, notwithstanding an advance of more
than 409, in hide prices since September.

In the closing months of 1939 the situation was
met in various ways. Some manufacturers resorted
to the questionable expedient of cheapening their
shoes. Many have used less expensive leathers under
the guise of a new style appeal—very often price
makes the style. In order to meet the drastic com-
petition, other shoe manufacturers have averaged
the cost of the leather they owned with the cost of
the additional amounts that they have had to buy.
Likewise, most tanners have averaged the cost of
their raw material.

Manufacturers and retailers who have habitually
maintained the quality of their shoes have raised
their prices slightly, but none of the advances cover
more than half the increase in cost of the raw material
put into them. The difference has been absorbed by
shoe manufacturers and tanners; if by chance raw
material prices should decline to the levels prevailing
last August, it will be found that many of them have
been giving away their capital. Business to be
profitable over any considerable period of time has
to be based on something more than replacement cost.

There are still some who believe that buying
sentiment reflected back through the shoe manu-
facturers and tanners can again force a material
reduction in the prices of hides and skins. However,
the situation today is radically different from any
existing in the past 10 years.

Before the outbreak of the present war, tanners’
supplies of raw, process, and finished stocks were at
or near their historical lows. Most of the hides re-
sulting from the drought in 1934 had been used up.
There were no excessive quantities of shoes, leather,
or raw stock in the country, and the entire tanning
%dl}stry had been operating on a hand-to-mouth

asis. ‘

After the declaration of war foreign raw stock
supplies were seriously curtailed, not only because
of export restrictions in supplying countries, but
because of the increased costs of war risk insurance
and other impediments. Imports of foreign leather,
which in recent years have been substantial, were
reduced and some sources have been eliminated
completely. At the same time, American tanners
have materially increased their exports to Central
and South American countries, where the markets
have been previously supplied from Europe. It is
understood that substantial war orders may be placed
in the future; although there has been no quantity
of this business placed as yet, that contingency must
be reckoned with sooner or later.

The United States normally imports about 259
of its hides, 309 to 409 of its calfskins, and practi-
cally all of its goatskins. The restrictions on imports
have brought about unusual competitive bidding for
the domestic supply of raw stock with a consequent
rise in prices to their present levels. In spite of the
substantial advance, some domestic raw calfskins
have been sent to Europe and Japan.

Historically, the present price level of about 14
cents a pound for cowhides is not high. Prices
fluctuated between 20 and 32 cents throughout the
last war; and in August, 1919, because of an imagined
scarcity, they reached 61 cents a pound. Since then
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State Loan of
The Kingdom of Hungary 1924

Dollar Tranche.

J. Henry Schroder Banking Corporation,
46 William Street, New York, New York,
give notice that the coupons due February
1, 1940, on the bonds of the above-mentioned
issue which have been enfaced in evidence
of acceptance of the conditions set out in
the Memorandum of the 17th September,
1937, which was published in the New York
Times on the 28th September, 1937, may
be presented for payment on and after
February 1, 1940, at the rate of four and
one-half percent. per annum. Presentation
must be made within a period of six years
from the due date of the coupon irrespective of
the date of enfacement of the relative bond.

January 26, 1940.

16 Plants and a Sales Curve...

Dividends

PrREFERRED DIvIDEND No. 165
CoMmoN Divipenp No. 129
A quarterly dividend of $1.50 per
share on the Preferred Stock and
a dividend of 15¢ per share on the
no par value Common Stock have
been declared, payable March 20,
1940, to stockholders of record

From one plant in Western New York, National
has developed to 16 plants strategically focated to
service all important markets east of the Rockies.

at the ciose of business on Feb-
ruary 23, 1940.
Checks will be mailed.

C. A. SANFORD, Treasurer
New York, January 24, 1940.

EATON MANUFACTURING COMPANY
CLEVELAND, OHIO
Dividend No. 60

The Board of Directors of Eaton
o Manufacturing Company has de-
elared a dividend of Seventy-five
&> N Cents (75c.) per share on the out-
EMO standing common stock of the com-
< pany, payable on February 23rd,
1940 to shareholders of record at
the close of business on February
5th, 1940.
January 19, 1940.

H, C. STUESSY, Secretary.

United Shoe Machinery Corporation

The Directors of this Corporation have de-
clared a special dividend of $1.50 per share on the
Common capital stock . payable February 14,
1940, to stockholders of record at the close of
business January 30, 1940. ’

CHARLES G. BANCROFT, Treasurer,

J. 1. Case Company
Incorporated
Racine, Wis., January 25, 1940,

A dividend of $1.75 per share upon the out-
standing Preferred Stock of this Company has
been declared payable April 1st, 1940, to holders
of record at the close of business March 12th,

1940
THEO. JOHNSON, Secretary.

UNITED GAS CORPORATION

$7 Preferred Stock Dividend
At a meeting of the Board of Directors of United
Gas Corporation held on January 24, 1940, a
dividend of $2.25 per share was declared on the
$7 Preferred Stock of the Corporation for pay-
ment March 1, 1940, to stockholders of record at

the close of business February 7, 1940.

E. H. DIXON, Treasurer.

THE BUCKEYE PIPE 'LINE COMPANY
26 Broadway,
New York, January 20, 1940.
A dividend of One ($1.00) Dollar per share has
been declared on the Capital Stock of this Com-
pany, payable March 15, 1940 to_stockholders
11754xbewrd at the close of business February 23,

J. R. FAST, Secretary

INTERNATIONAL HARVESTER COMPANY

Quarterly dividend No. 86 of one dollar and
seventy-five cents ($1.75) per share on the pre-
ferred stock, payable March 1, 1940, has been
declared to stockholders of record at the close
of business February 5, 1940.

SANFORD B. WHITE,
’ Secretary.

ACK in 1925 a few men in

Buffalo decided to put new
life into a stagnant industry. These
men knew tge building material
business inside and out. They
owned a priceless deposit of pure
gypsum and a patent.

They started the National Gypsum
Company, processing gypsum
wallboard of surprising strength
and lightness.

They agreed to sell only through
selected dealers, and three sales-
men worked themselves ragged
writing orders. :

That was in 1925. Today National
‘Gypsum Company operates 16
strategically located plants, em-

ploys over 300 salesmen.

Its extensive research facilities
have developed hundreds of vital
improvements in wall and ceiling
building materials. The National
Gypsum “Gold Bond” line has
been increased to more than 141
wall and ceiling products sold
through better than10,000 dealers.’

Whether it is a country cottage, or
a mammoth office building, Na-
tional Gypsum has a group of
products adaptable to every re-
quirement for finishing walls and
ceilings, including the best in
insulation, acoustical treatment,
and paint. National Gypsum Com-
pany, Buffalo, N. Y.

NATIONAL
GYPSUM

products
include

GYPSUM LATH
FLOATING WALLS
METAL LATH
GYPSUM PLASTERS
KEENE’S CEMENT

FINISH LIME
CASEIN PAINTS
ACOUSTIMETAL
GYPSUM BOARD
GYPSUM SHEATHING

HARDBOARDS
ROCK WOOL
MACOUSTIC

FIBRE INSULATION
ACOUSTEX

L. E. MAHAN

Municipal an

& COMPANY

d Corporation

BONDS

509 OLIVE STREET

ST. LOUIS, MISSOURI

S. R. LIVINGSTONE & CO.

New York Stock Exchange

Members

New York Curb (Associate)

Detroit Stock Exchange

Municipal and Corporation Bonds

Listed and Unl

isted Securities

DETROIT

Teletype Det, 333

1366 Penobscot Building

Cadillac 4333
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they reached a top of 26 cents in 1928, and of 17
cents in 1937. b
Unless there is an early cessation of hostilities or a
severe drop in the national income, it would be logical
to expect that present raw stock price levels will be
maintained; and, unless hides and skins can be
bought cheaper, higher shoe prices are inevitable.

% ¥ %

John S. Coleman

President, Birmingham Trust & Savings Co.

The large excess reserves of banks and the con-
tinuous pressure by the owners of idle money to
profitably employ their funds do not indicate an
early decline in bond prices or an increase in interest
rates. The demand for com-
mercial loans has recently shown
a slight upward tendency, but
it is thought that any sub-
stantial increase will largely de-
pend on the continuance of favor-
able business conditions.

The banks in this district have
not shown a disposition towards
increasing longer-term loans.

It is believed that the recov-
eries of banks in this section are
exceeding losses.

The industries in the Birming-
ham district are enjoying ca-
pacity operations and, while a
number of the leaders advise
that the outlook for the next
three months is good, they decline to predict beyond
the first quarter of 1940. Notwithstanding its large
industrial growth, Alabama continues to be pre-
ponderantly an agricultural State. Due to excessive
rains last summer the value of the principal crops
has been reduced, according to recent estimates,
by $20,000,000. = Cotton production for 1939 is
placed at 780,000 bales, whereas the normal pro-
duction is around 1,200,000 bales. These losses
are somewhat compensated by better prices for the
articles produced, by larger diversification of farm
products and by an increase in cattle production.
The banks in agricultural communities seem to have
been conservative in making last season’s crop loans
and no losses of consequence are anticipated.

John S, Coleman

* *

J. M. Davis

President, Delaware Lackawanna & Western RR. Co.

To undertake to measure progress in the light of
experience during the past year, in an endeavor to
make a forecast concerning social and economic
progress in 1940, we are compelled to admit that the

outlook is more confusing than
it ever has been during modern
times.

World affairs in many respects
are so disconcerting that it seems
to me that our security and
economic well being depend
largely upon international de-
velopments. Society has been
shaken to its foundation by war-
fare in Europe and in the Far
East. Upon the extent of those
wars and upon their outcome,
.including the possibility of gov-
ernmental upheaval, depends the

Proto by degree of progress which will be
Underwood & Underwood gttained in - this ~country. and
J. M. Davis throughout the rest of the world.

" There is reason to hope that

with the restoration of international order and with
the return of equilibrium in the relations between
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peoples, there still is time to achieve recovery of an
enduring sort. Such recovery embraces both social
values and business gains.

Although business during the latter part of 1939
was definitely better than it had been, the increase
was due largely to replenishment of inventories for
domestic purposes, supplemented by orders from
abroad for finished products and raw materials.

That meant renewed industrial activity in many
directions. It meant, first-of all, the return of many
people to steady employment providing domestic
necessities and filling orders from abroad. The
resulting stimulation of business placed our basic
industries and manufacturing in improved positions
as to orders and profit. And profit of course means
additional expansion and increased employment.

At the close of the year inventories were about
209%, above the preceding year and unfilled orders
were 509 greater for the same period. It is reasonable
to predict that under existing conditions those
activities will continue during -the coming year.
However, developments abroad will exert a potent
influence in such connection. ,

The railroad industry, being closely allied with
almost every other business, reflected during 1939
the broad improvement in trade, although the im-
provement in railroad earnings was not so quickly
apparent. Earnings for 1939 approached four billion
dollars, an increase of about 15%, with net operating
income about $465,000,000, an increase of 65%.

The figures are of great significance to business.
They prove that greater efficiency of operations
made it possible for the railroads to convert into
operating income a large share of their increased
earnings. It is through operating income that the
funds are provided with which to pay taxes and
interest and to devote to renewals and modernization
of the plant.

At the first indication that business had improved,
ther ailroads undertook to improve their plants
and their equipment. Orders were placed for equip-
ment, rail and materials.  Improved credit and
interest rates encouraged the railroads to make
investments covering future needs. Thousands of
cars and many locomotives were ordered. Railroad
purchases furnished much additional employment to
skilled mechanics and laborers.

Although it is conceded that the railroads, whose
equipment is of greater capacity than formerly, could
handle the peak traffic of the prosperous years that
began in 1926 with 400,000 fewer freight cars than
were in use at that time, preparations were continued
beyond that point in order to equip the carriers to
deal with any conceivable upswing of business or
with a national emergency. ‘

There is justification for the belief that buying
by the railroads will continue well into 1940 and that
employment will be increased, thus furnishing ad-
ditional work for other persons in outside industries
engaged upon railroad orders.

Of course the railroads have many problems of
immediate importance with which théy must deal.
Among them are taxes, rates and what is termed
unfair competition by subsidized agencies of trans-
portation.

The railroads do not object to paying fair taxes.
They always have been among the larger taxpayers.
They do believe, however, that taxes in many
States are too burdensome. Both tax assessments and
rates are too high in many instances. When a rail-
road or any other concern is taxed beyond its ability
to pay, thereby being forced into receivership, or
bankruptcy, an unnecessary burden is placed upon
citizens and injustice is done to investors. Without
going into details, the litigation over railroad taxes
in New Jersey is a case in point.

The tax load that we are carrying today has cut
down our buying power to a point where many are
not able to buy many of the things they desire and
need. Because of the tax demands, business enter-
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prise has to struggle along, working desperately to
pay taxes and wages. Business does not dare to
increase payrolls to relieve unemployment, nor to
risk starting new ventures or expanding going con-
cerns, because no one can tell what may happen to
taxes—a first charge upon every operation.

Many of the taxes we must meet are so inequitable
in their application, or so discriminatory in their
nature, that in their imposition and practical oper-
ation they only serve to hold business back.

If we are to make any headway toward freeing
from governmental domination a greater portion of
our incomes, we must find a way to lighten the tax
burden. ‘We cannot restore prosperity merely by
spending. We must insist on relief from government
activity before we can get relief from taxes. We
cannot get relief merely by complaining about taxes
and at the same time urging or encouraging new and
enlarged government activities—Federal, Stateand
local—in which we may have a special interest.

The paring of rates must be discontinued if the
railroads are to prosper. The carriers are entitled to

earn from fares and rates a fair return upon the.

money invested in the service, plus reasonable return
upon funds applied to the industry by institutions
and individuals.

The railroads always have performed, and I believe
they will continue to perform, the largest part of the
country’s transportation service. Other forms of
transportation service, however, have made their
influences felt so far as both the revenue and the
volume of business are concerned. For many years
the railroads have contended that they were entitled
to_equality of opportunity, which means that sub-
sidies to competitors of the railroads should be
eliminated. So soon as that principle becomes estab-
lished the railroads will be placed in much better
position to improve their service to the public and at
the same time they will be better able to earn a fair
return upon the funds invested in them. Under
equality of opportunity, competitive transportation
services willbeableto get alongintheirrespective fields.

It is hoped and expected that many inequalities
will be corrected by legislation during the present
session of Congress.

Public relations, or intelligent and sympathetic
understanding of the problems of the railroads, -have
been improved to a gratifying degree during recent
years. The public has recognized that the railroads
are essential to the well being of everyone. The
contribution by the railroads to development and to
sustained progress also is generally recognized.

Nowhere is that more strikingly reflected than by
growth of passenger service. The railroads have
adopted innovations, provided better cars and faster
schedules, including greater comfort, even luuxry,
while improving the all-important factor of safety,
with the result that an increasing number of people
are using the railroads.

The passenger business of the railroads should be
greater during 1940 than for many years. With
European travel virtually suspended because of war,
American citizens will travel more extensively in
their own country. The World’s Fair in New York
also will create additional railroad traffic.

% % *

W. W. Duecker

Texas Gulf Sulphur Co.

The Sulphur Industry

TATISTICS relative to the sulphur industry
S reflect the general increased business activity
experienced during 1939. Shipments of sulphur to
domestic users were more than 509 over those of

1938 and amounted to approximately 1,600,000 long '

tons. Total export shipments, including shipments
made to Canada, approximated 630,000 long tons,
an increase over 1938, of nearly 10%,. Total ship-
ments of all kinds of American sulphur are estimated
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to be about 2,200,000 long tons, an increase of over
one-third. - Domestic sulphur production, however,
decreased about 109, to somewhat over 2,000,000
long tons, which means that during the latter part of
the year, shipments of sulphur were made from
accumulated stocks. During the last several years,
during which general business activity was low,
production of sulphur at the mines was maintained
at a rate somewhat above consumption. This pro-
duction rate was maintained—at least in the case
of Texas Gulf Sulphur Co.—partly because of
peculiar mining eonditions, and partly because of
the desire to keep employed an efficient operating
group. As a result of this policy, large stocks of
sulphur have been accumulated above ground, ready
to meet the larger and more varied uses of today.

These uses are so wide that it would be difficult to
point out an industry or a commodity that does not
come in contact with sulphur in one form or another.
During the last quarter of 1939, a strong demand
developed for sulphuric acid, reflecting increased
activity in the steel, chemical and allied industries.
There are also indications that the use of this acid
is being revived in the petroleum industry, an in-
dustry in which consumption of acid was expected
to decrease because of new technical developments.
In the last year the alkylation process of making
aviation gasoline through the use of sulphuric acid
was announced and production by this method is
expected to increase. Chemists are constantly re-
discovering the utility of this acid and today its
volume of consumption continues to be a good index
of business activity.

In the field of elastomers it was announced that a
special form of Thiokol, a rubber-like material,
containing 80% sulphur, had been developed, which
could be sprayed on to metal surfaces. The industrial
application of sulfamic acid has been investigated
further. ~Condensation products of aliphatic poly-
sulfamides and aldehydes have been studied from
the standpoint of commercial possibilities. New
production is planned of rayon staple fiber. A plant
has been built to make sulphite pulp from Georgia
pine suitable for the production of rayon. In the
field of medicine, it is said that about 800 sul-
fanilamide derivatives are now available for physicians
in the treatment of disease. Another year in the
history of applied science has been recorded and
sulphur has contributed its share.

% * *

Lammot du Pont
President, E. I. du Pont de Nemours & Co.

The Outlook for Chemical Industry

The chemical industry serves every major ex-
tractive and manufacturing industry from agricul-
ture and mining, on the one hand, fo steel making,
automotive manufacture, textile fabrication, paints

and varnishes, &c., on the other.
Accordingly, its welfare and pro-
gress is intimately tied in with
that of industry as a whole.
Through the introduction of
new products, the rate of growth
in chemical industry has been
greater than for industry as a
whole, and this trend has prob-
ably by no means as yet spent
itself. Today’s chemical industry
is not the same in its make-up
as the chemical industry of 10
years ago. It has made tre-
mendous strides since 1929.  The
: developments from research, the
wm, snewen Enis Stusis individual initiative of the leaders
of the industry, and good con-
i centrated hard work have ac-
complished this. New lines of products , such as the
nylon polymers, are prospectively important con-
tributors in the decade to come.

Lammot du Pont
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The effect of the hostilities in Europe on the
du Pont Company’s business is essentially the same
as on chemical industry generally. This is explained
by the high degree of diversification of the du Pont
Company’s manufactures. Our principal products
are dyes, dye intermediates and synthetic organic
chemicals for the petroleum, rubber, and textile
industries; rayon, ‘“Cellophane” cellulose film, and
nylon; plastics; explosives for the mining and quarry-
ing industries; staple chemicals such as acids, alco-
holds, and ammonia; paints, varnishes, lacquers,
and enamels; pigments; and coated fabrics.

America’s export business in chemicals has in-
creased, as indicated by the monthly reports of the
United States Department of Commerce. As the
du Pont Company’s export business is small relative
to total sales, the increase is not nearly so signifi-
cant as the increase in domestic sales. .

What has happended already in chemical trade
indicates the vastly improved position of the country
ag compared with 1914, at which time 909, of our
dyes came from Germany. In 1938 we imported
only 4%, and had in fact a substantial export balance.
Similarly the industry has greatly improved its
strategic position with respect to synthetic organic
medicinals, fertilizer nitrogen materials, potash,
optical glass, and camphor. There need be no fear
of human suffering or crippling of industry for want
of essential chemicals. That is one lesson, at least,
learned from the last war. :

Chemical industry, therefore, perhaps has a some-
what better outlook than business as a whole. It
is, however, subject to the same inhibiting influ-
ences, such as unsound Federal finances and obstruct-
ive political attitudes. Further, the stability of

business in this country is dependent in no small
degree upon the establishment of a just and per-
manent peace throughout the world.

% * %

Dr. Camille Dreyfus

President, Celanese‘Corp. of America

Barring developments which, at the moment, are
unpredictable, I expect that the coming year will
show a definite improvement in American industry.

As far as the business of Celanese

Corp. is concerned, there is every

indication that it should con-

tinue to go forward. The de-

mand for rayon yarns and fabrics

generally is steadily increasing

and the demand for “Celanese”

rayon in particular has grown

beyond our increasing facilities

to supply it. In addition to our

plants near Cumberland, Md., we

are now operating the first units

of a new plant near Pearisburg,

Va. This plant is being erected

to increase the output of “Celan-

Photo by €5€_ yarns and to produce new

Blank & Stoller and improved products developed

Dr. Camille Dreyfus by the research departments.

As in the past, we will continue

during 1940 to maintain our standards of quality
and make improvements where possible.

L % %
Alex Dow

President, The Detroit Edison Company

IN my opinion business conditions promise to be

good in 1940. The trade winds, so to speak,
promise to be fair and reasonably steady. If this
promise is not fulfilled—if we get into the doldrums
or meet head winds, we will have to set the sails
accordingly. And that’s that. :
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Edward J. Engel

President, The Atchison Topeka & Santa Fe Ry. System

Agricultural production in Santa Fe territory
during 1939 has been somewhat below average,
except in irrigated districts. The citrus fruit crop
suffered some frost damage last winter, while wheat
and cotton yields were curtailed by dry weather.
Large yields of corn in Illinois,
Iowa, and Missouri, offset poor
yields in Kansas, Oklahoma, and
| Texas. Suchindustries as mining,
manufacturing, lumbering, and
building showed increasing ac-

g tivity toward the close of the
year.

The two Fairs were quite a
stimulus to - passenger travel, -
especially the San Francisco Fair,
so far as the Santa Fe was
concerned,  because of that city
being on our line.

A shortage of rainfall in the
Southwest since midsummer has
reduced the acreage of winter

_ wheat and handicapped growth
where planted. In consequence agricultural con-
ditions in that region are unfavorable at the moment.
However, no certain forecast is possible, for radical
change, may occur between now and next year’s
harvest.

General business is quite active and it is hoped may
continue so. As for passenger traffic, there will
probably be increased tourist travel in this country
as long as conditions abroad are so disturbed.

% % *

L. Gerald Firth

President, Firth-Sterling Steel Co.

Edward J. Engel

Recent months have seen a chain of constructive
indications in the industrial picture. First, the con-
certed effort to dispel shortage fears and stabilize
prices has been in the interest of national balance.
The government has played an
important role in assuring ade-
quate supplies of certain strategic
materials—such as tungsten, for
example, which suffered abnor-
mal price fluctuation during the
-world war. No one is in a posi-
tion to estimate the duration of
the present European war, but
from time to time there has been
consideration of peace possibili-
ties and this serves to emphasize
the need for care in planning
purchases.

It is equally important for the
seller or producer not to regard
the war as a sure-fire pump
handle to prosperity, and it is
being increasingly demonstrated that industrial
management does not intend to make that mistake.
We must continue to ask ourselves if the increase in
production for domestic users is being consumed, or
if an appreciable portion of it is just going into stock
to cut production at some future date. The surveys
already undertaken to determine such facts have
been a definite contribution, and continual effort
to understand the true needs of our consumers will
be profitable research.

Assuming that through such measures, industry
has discharged, or is in the process of so doing, ifs
first obligation, and has avoided the risk of throttling
domestic consumption, it is now in a position to
survey calmly the factors affecting our participation
in potential European war business.

- What may be expected from such an analysis? It
must be remembered that the basic labor rate in this
[

L. Gerald Firth
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country is approximately twice what it is in England.
On top of this, the rate of exchange increases the
differential a further 209,. Increased freight and
insurance add their quota to make the delivered price
far higher than the English cost. - ‘

For another thing, it is not likely that this war will
follow the course of the world war. At that time,
there was mass production of high explosive and
shrapnel shell, but who expects the long land battles
of the last war to be duplicated? Will any of the
warring nations permit the enormous sacrifice of
life this incurs? Without these mass attacks, it is
very questionable if there will be anything like that
amount of shell used.

There is the consideration, too, that England and
France now have the equipment and technique to
make large quantities of shell, a very -different
situation from that of 1915 and 1916. This increase
in manufacturing facilities does not affect their
dependence on outside sources for certain raw ma-
terials, but it does reduce the potential influence of
war needs on our manufacturing operations.

Apart from raw materials and semi-finished goods,
the aircraft field is one of the main places where large
purchases may be expected to take place. From the
standpoint of industry as a whole, however, aircraft
business even at the rate of 1,000 units per month is
not a large item compared to the enormous purchases
of shell in 1915 and 1916, There will also be certain
specialties in demand, such as aeronautical instru-
ments, machinery and mill equipment, certain types
of tools, and perhaps automatic rifles, machine and
anti-tank guns; but even here great potential tonnage
can hardly be said to exist.

Above all, the attitude of the last war, which
emphasized the demand “no matter what the cost,”
is absent today except on a few vital items. This is
because warring nations better appreciate the im-
portance of preserving their financial and economic
resources.

All of this leads to the conclusion that while there
may be, in the aggregate, quite considerable pur-
. chasing by belligerents, the volume will not equal
- that of the world war, and if we are in for an era of
prosperity, the greater part of it must come from
home consumption.

Jack Frye

* * ¥

President, Transcontinental & Western Air, Inc.

F The air transport industry experienced during the

year 1939 the greatest single period of expansion in

its history. More miles were flown and more pas-

sengers carried than ever before. New equipment was

added to many of the major

airlines and more new equipment

is planned for the year 1940

when TWA will bring out a fleet

of Boeing “‘Stratoliners,” the first

“four motor planes to be put into

service on any domestic airline.

In round figures, the airlines

of the country flew 880,000,000

passenger miles, an increase of

nearly 409, over the 635,000,000

passenger miles flown in 1938,

More than 2,000,000 people tra-

veled by air during the year, as

Yoo against 1,350,000 who traveled

' by air the previous year. There

Jack Frye were more than 13,000,000 pounds

of air express carried, compared

with 9,542,000 pounds carried the year before, and

air mail poundage increased from 23,500,000 pounds
to more than 27,000,000 pounds.

More than 609, of the airline revenue was from
passenger traffic, whereas five years ago the airlines
drew 709 of their revenue from air mail and 309,
from passengers and air express.

The Commercial & Financial Chronicle

Jan. 27, 1940

In view of this unprecedented expansion, our
problem at the turn of the year is to analyse the
causes of the expansion and adjust ourselves to this
growth so as to insure, as far as we can, that the
growth will continue in 1940. Some of the causes of
the expansion were temporary, such as the presence
of two World Fairs on opposite sides of the country.
Other reasons for increased domestic travel, such as
the unsettled situation in Europe, which is diverting
much of the travel that formerly flowed to Europe
into channels in this country and in South America,
remain uncertain quantities. In general, our problem
must be to examine the basic factors which we know
will continue in 1940.

If one were to list the principle causes of this
expansion, I do not believe there would be any
question as to the most important. That is the great
record for safe operations established by all the
airlines during 1939. During the preceding five years
the industry had gone through a period of rapid
development in equipment. Navigation instruments
were brought out, new equipment was put into
operation, and great strides were taken in airline
maintenance and in the science of weather fore-
casting. The fruit of this intensive period of aviation
progress was the record for safety which we established
in 1939. '

There were only two accidents and nine passenger
fatalities during the past year, compared with three

accidents and 25 passengers killed the year before,

four accidents and 40 passengers killed in 1937, and
nine accidents and 43 passengers killed in 1936. The
record ‘shows that the safety rate of the airlines of
this country increased more than 6509, in that
period—from 9.9 million passenger miles per fatality
in 1936 to 66.6 million passenger miles per fatality in
1939. From March 26 of last year until the present
day there has not been a single airline accident re-
sulting in a passenger fatality or serious injury—a
total of approximately 67,000,000 miles flown and
1,650,000 passengers carried without a flaw in the
safety record.

Figures usually are neither edifying nor interesting,
but in this case the figures show a direct correlation
between the record of safety in operations and the
increase in passenger traffic. For many years the
industry wavered on the question of whether ‘fear’”
or “fare” was the important issue in air travel. The
traffic records of the past year indicate that once
fear was allayed, people began to adopt air travel as
a natural mode of travel.

Air transport has become an indispensable part of
transportation and commerce of the world. Over
100 trans-Atlantic trips have been completed success-
fully, and trans-Pacific operation has become com-
monplace. We can accept two conclusions from these
records: First, that air transport has become a
routine and necessary form of travel, and second,
that air transport has gained the confidence of the
traveling public to a greater degree than ever before.

There are other factors to be considered, however.
During the past year the Civil Aeronautics Authority,
acting under the provisions of the Civil Aeronautics
Act of 1938, awarded carriers additional route
certificates which provided a new basis of stability
for the companies making up the domestic industry.
The Post Office Department extended and expanded
postal service by air in accordance with the public
need and within the limits of Congressional appro-
priations.

In 1940 there should be a continued expansion of

‘these services under the regulation of the Authority.

New air service will be opened to cities now served
only indirectly by transcontinental systems and
many cities not served by any airline will be added
to the growing network. Additional airways will
open up new sources of traffic. There are now on
file with the Civil Aeronautics Authority applications
for new routes which undoubtedly will be acted upon
during the coming year.
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The accelerated expansion of the airlines may be
measured in terms of the sound, basic Federal law
and the sound administration of that law, which has
enabled airlines to perfect their operating organiza-
tions and add material improvements in airway
control, navigation and communication facilities, and
in the steady technical advancements in engine,
airplane, radio and instrument engineering and
maintenance.
Many of the feeder lines now operating small
- planes of 10 to 14 passenger capacity are replacing
that equipment with larger planes. Braniff Airways
and Pennsylvania-Central Airlines have added fleets
of 21 passenger twin-motor Douglas DC3’s, Mid-
Continent is adding a fleet of Lockheed Lodestars,
Chicago & Southern has purchased three Douglas
DC3’s, Delta Airlines is buying several DC2’s, and
the larger airlines also are planning to expand their
fleets in 1940. The introduction of the Boeing

* “Stratoliner’” on TWA’s coast-to-coast route will
inaugurate the era of four-motor high altitude equip-
ment and other airlines have indicated their intention
of following with similar equipment in 1941.

In order for this expansion to become effective, the
natural development of routes and adjustment in
mail pay rates must be maintained. During the com-
ing year it may be anticipated that the latter will be
smoothed out so that a basis of equivalent pay for
equal service will be determined. Such service ren-
dered may not necessarily be in ton-miles of mail
carried, but also in service to areas where volume is
light, but delivery important.

The air transport industry looks forward to 1940
with enthusiasm and confidence. The basic factors

. have been established and there is a growing feeling.
that the pioneering investments in money and energy
made in the formative days of the industry will be
rewarded for work well done. The industry has
reached the point at which it may constructively
realize upon its obligation to develop, in the words
of the Civil Aeronautics Authority, “The present and
future needs of foreign and domestic commerce in the
United States, of the postal service and of the national

defense.”
% £ %

T. Henry Foster

President, John Morrell & Co.

P The net income of our company for the fiscal year
ended Oct. 28, 1939, was $2,149,871.46. This figure
amounts to $5.53 per share of common stock out-
standing. Considered from another point of view,
net income represented a profit
of 2.18 cents per dollar of sales
and slightly more than 14 of 19
per pound of product sold.

The results of the year were
materially better than those of
last year, when the net profit
was §$1,016,227, or $2.64 per
share. Our 1939 sales totaled
768,086,551 pounds, on which
the realization amounted to $98 -
709,293.77. 'This represents an
increase of 10.66% in pounds,
and 8.5% in dollars over the
previous year.

The two principal factors re-
sponsible for the increase in
y earnings were a larger supply of
livestock available than in the preceding year, and
an 1mprovement in the domestic demand for meats
as a result of general increases in industrial activity
and consumer income.

M Slaughterings at our plants of all animals numbered
3,200,285 head, as compared with 2,712,683 head a
year ago, an Increase of 189,. The increase in the
hog kill, however, was even larger, amounting to
23.7%. This reflected the!substantial rise in pro-

~T. Henry Foster
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duction of hogs in the area from which we draw our
principal supplies. This production increase, accord-
ing to competent opinion, will be further extended
in the current packing year.

The livestock shortages occasioned by the very
severe droughts of 1934 and 1936 and the govern-
ment control program aré¢ rapidly being made good
and a more normal meat production established.
This makes the outlook for our business good because,
to the packer, volume rather than price is the real
key to profits. This is no less true for the farmer and
livestock grower; and certainly for the country as a
whole, for which bountiful crops at fair prices spell
a sounder prosperity than short crops at high prices.

.On the demand side, consumer incomes are rising
and there is basis for the opinion that the rate of
general business will be well sustained. Experience
over a long period of years seems to indicate that the
amount spent by the American public for meat is a
fairly constant percentage of its total income. Ac-
cordingly, as national income rises, the dollars
available to the meat packing industry and to the
farmer increase.

The present European war has had a marked effect
on our business. First, pork imports into this country,
which came mostly from Poland and amounted to
over 50,000,000 pounds in 1938, have virtually ceased
and are not likely to be resumed for the duration of
the war. Secondly, the initial reaction of our com-
modity markets to the war situation was a substantial
price rise, and while the advance was subsequently
lost, the downward adjustment was anticipated.

Export demand growing out of the war has not yet
developed but if hostilities continue for any extended
period, American pork exports are likely to expand.
The United Kingdom is the principal pork importing
country, with about three-fourths of its supplies
coming from Denmark and other Continental sources.
Hog production in these areas will suffer under war
conditions, since feed supplies are largely imported.

Again, as in the last war, Great Britain will have to
turn to the United States and Canada to make good
these shortages. In addition, the domestic demand
for meat will benefit from such general business
activity as may be stimulated by the international
situation. d

In the past year, approximately $1,000,000 was
spent on new construction at our several plants, the
major items being the completion of an enlargement
to our cattle and sheep abattoir in Sioux Falls; an
enlargement to our cattle abattoir in Ottumwa;
and the replacing of a 45-year-old cold storage
building at cur Ottumwa plant with a modern
structure. i ;

For the current fiscal year, the enlargement of our
manufacturing facilities at all plants, especially

. Ottumwa and Topeka, are the principal items.

% ¥
F. J. Gavin

President, Great Northern Railway Co.

IT is too early to make any definite forecast for the
coming year, as no one can tell how large the

crop will be, nor what other traffic will develop. So

far no estimate of the ore movement is available.

However, the drought that existed during the
unusually fine fall weather was broken by extensive
rains and snowfall in the latter part of December,
and there has been considerable snow in January,
which will materially improve the crop conditions.

Our maintenance expenditures for 1939 totaled
$26,000,000, which was about $4,000,000 more than
the year before, and we will spend as much for main-
tenance in 1940, in order to keep the property in
first class condition. ,

In 1939, we bought 25,000 tons of new 112-1b. rail
which will be laid in the main line during 1940.
The 90-1b. rail recovered from this main line relaying
will be used for relaying in secondary lines.
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We cannot say at this time what equipment we are
likely to buy in 1940, but if the improvement in bus-
iness conditions continues, we will undoubtedly be
buying additional equipment during the coming
year.

The present indications point to a slight upward
trend in the cost of labor; and this is also true with
reference to taxation. The gross earnings taxes and
the income taxes are, of course, directly related to
the earnings.

In some respects our rate structure is satisfactory,
but in other respects it is not. The Great Northern
might desire some revision in passenger rates, but
these rates have to be handled in the Tariff Bureaus,
according to the best judgment of the representatives
of all the roads concerned. Our westbound trans-
continental freight rates are unsatisfactory because
we cannot fairly meet water competition, owing to
the Fourth Section of the Interstate Commerce Act;
and in other instances we are handicapped by regu-
latory restrictions. However, what is most desirable
is an improvement in general business conditions
and an increase in volume of traffic.

* * *

M. M. Gilman

P.resident, Packard Motor Car Co.

Signalizing construction of the first Packard auto-
mobile in 1899 and production for sale of the first
in 1900, President M. M. Gilman reviews 41 years
of Packard progress and projects an encouraging

picture as Packard enters its
fourth decade in 1940. Watching
the conclusion of a four-year
program of factory moderniza-
tion designed to speed up and
economize production, President
Gilman calls attention to a new
position in the low price field
now held by Packard.

| Mr. Gilman’s election to the
position of President in April of
1939 marked the beginning of a
fourth cycle in Packard progress.
With Packard since 1918, Mr.

Gilman came up the hard way,

through the truck division in
New York to accessories, whole-
sale management, and finally
Vice-President of Distribution of the parent company
in 1932. Rough, rugged, and realistic, he shucked
his coat and began working with employees and for
Packard stockholders, from the moment of his
appointment as President in thé spring of 1939.
Prior to his selection as President Mr. Gilman
directed his efforts toward a policy-shaking decision
in Packard history.  Despite the company’s con-
tinuous record as a producer of fine cars, Mr. Gilman
recognized at the depths of the depression a fact
that many of his competitors did not see until its
close. He saw the temporary suspension, if not the
end of the rich, plush-and-pleasure clientele upon
which Packard based its very foundations. Of
greater significance was his recognition of a depres-
sion-fostered new price class. This new sales field
was being created by an upward increase from the
lower price group, together with a simultaneous
shrinkage downward from the higher price group.
Into this new and middle ground Packard finally
decided to cast her fortune. Having no car to meet
the new price class, they decided to create one.
In the depths of the depression Packard placed all
her rich store of tradition and prestige upon the
table and bet it against a new car for the lower

M. M. Gilman

price field. Bearing the Packard name, there was

to be little compromise with quality.
. By the end of 1934 over $6,000,000 had been spent
In tuning up for the new car. Packard, thus, entered
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production in possession of the most modern and
efficient plant for the complete manufacture of volume
fine cars on the precision basis that the industry had
yet known. By February of 1935 the first of the
tradition-breaking Packard One Twenty’s began to
roll from the line. So great was public interest in
this new light Eight that 10,000 orders were .on
hand before a single One Twenty was ready for
delivery. Public acceptance was instantaneous and
phenominal. Occupying last position in its price
field in March of 1935, it rocketed into third place
at the end of its initial year.

The new middle field was immediately broadened
by introduction of a light Six in the fall of 1936.
The Six, likewise, captured public fancy and did
s0 without disturbing sales in the newly accomplished
One Twenty field.

Concluding his first year as President, Mr. Gilman
shows Packard in good cash position and well en- -
trenched in the lower priced field. Packard enters
1940 with a prospect of profit. Two additional major
objectives were attained in 1939. First was com-
pletion, in the final quarter of 1939, of the extended
four-year program of factory modernization enabling
more efficient production. Second objective was
attained by year’s end with the achievement of the
strongest position in sales outlets in Packard history.
Reporting on this, President Gilman called attention
to 577 new Packard dealers added since Sept. 1,
1939. The end of 1939 found the company with
a total of 1,896 distributor-dealer outlets, a new
high in Packard history.

*% % *

J. W. Frazer

President, Willys-Overland Motors, Inc.

The phenomenal progress we have made in the
three months of the model year, convinces me that
we are entering one of the most successful years in
the history of this company.

Business generally is building
on a sound and natural basis.
Capital investments assure jobs.
Homes are being built and gov-
ernment guaranteed loans of
$2,800 and less are being made at
the unprecedented rate of 500
daily. This means men are at
work. When it is considered that
two-thirds of the cars on the
road today are driven by people
making less than $2,000 a year
it can readily be seen that the
new Willys, the lowest priced
standard size car in the world,
is in for volume sales.

The Willys-Overland dealer or-
ganization has been built thor-
oughly and carefully during the past months until
today it is the finest in the history of the company.

We have two vast markets and the first months of
the 1940 model year convinces me they offer Willys
great opportunities. There is no reason why a man
who can’t afford to spend more than $900 for a car
should be forced to be a used car owner with the
burden of used car upkeep. Priced as the Willys
models are, this man can own a new automobile,
standard in size, low in first cost, economical in
operation and with speed, style, sturdiness and
upkeep unequalled in the cars available today.

A second vast market for the new Willys is the
one-car family who will find they can own and
operate two Willys cars for virtually the same amount
now expended on the one car they own now. This
emancipation of the car-widow means great sales
opportunities for dealers everywhere. The new year
will be a banner year, for this company.

J. W. Frazer
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Robert M.'Hanes

President, The American Bankers Association: Presi-
gené:, Wachovia Bank & Trust Co. Winston-Salem,

As we enter the new year and try to look ahead and
forecast business happenings for 1940; there are three
factors that inject definite elements of uncertainty;
these are the trend of legislation in the' Congress now

in session, the forthcoming na-
tional political campaign, and
the war situation. What turns
these forces may take and what
influences they may have on
business in the year 1940 are
unpredictable.

The war abroad gives evidence
of being prolonged. The in-
tensive military activity aspect
of it seems to be giving way to
what promises to be a long
economic struggle in which the
side with the greatest economic

/ ll resources will win. The battle-

coww e oy 1i€ld itself does not appear to be

Harris & Ewind the court of last resort in this
Robert M. Hanes war of economic blockade.

Nevertheless, the very equip--

ping of large armies and the prosecution of naval
activity necessitate the manufacture of necessary
war goods, not all of which will be produced in the
warring countries. Unquestionably military needs
will afford some stimulus to American industry,
especially in the airplane, motor vehicle and related
fields, such as oil and tools. But it will be only a
temporary stimulus and will have its reaction for
us when terminated.

With these qualifications, it seems reasonable to
say the present upturn in business had a substantial
foundation and will continue. It began well before
the war started and, except for the flurry in Sep-
tember, has followed a conservative course. I
believe it is possible that the levels of business
activity will go even higher.

What will happen in the. next few months depends

largely upon the attitude of business management .

toward inventories. Already there is some debate
as to whether they are too large. Should manage-
ment conclude that they are too high and undertake
to reduce them we may see a temporary business
decline. My guess, and it is only a guess, is that we
may find business adopting a middle-of-the-road
policy regarding inventories.

Underlying our current business activity, however,

are the general influences of war. The direct stimulus-

of war abroad is not the only war stimulus influencing
American business. Our own greatly enlarged de-
fense program is having and will continue to have a
stimulating effect on our industry, especially our
heavy goods industries. Here is pump-priming in a
new form. :
In North Carolina business progress kept pace
with, and in some lines outdistanced, the national
average.
made, the State continued to attract many new
industrial plants and employment made definite
gains. The cotton and rayon textile industry, fur-
niture and tobacco manufacturing, as well as agrf-
culture, all enjoyed better years than in 1938.
Whatever the demands business and industry
make upon the credit system will be easily met.
There is nothing abroad indicating any change in
money rates or bond prices. Of course, there may
be flurries of excitement that will knock bond prices
down temporarily, as occurred with the outbreak of
war last September. But with the present enormous
volume of excess reserves being constantly increased
by Government. spending and gold imports there is
no likelihood of increasing interest rates. Lending
institutions must have earnings. Under the pres-
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sure of their reserves they must continue to be buyers
of bonds even at the present low rates.

While there was an increasing demand for com-
mercial loans in the latter half of last year there is
no demand in sight that could begin to absorb the
lending capacity of theé banks. Commercial credit
may be expected to continue at the present rates.

Banks are looking toward a wider use of their
credit facilities as a means of adding to their earnings
from loans. During a recent trip across the country
I found banks everywhere studying new types of
loans as a means of extending their credit services.

In view of the widespread belief that banks are
not making loans the American Bankers Association
asked commercial banks last fall to report the number
of new loans made and outstanding loans renewed
during the first six months of 1939. Replies were
received from 6,078 banks or 41.59%, of all commercial
banks, showing 11,609,733 credit extensions totaling
$18,153,534,633 between Jan. 1 and June 30. The
Association is repeating the process for the second
half of the year. We believe the figures disclosed
by this study prove conclusively that banks are
meeting the credit needs of business.

* % %

Charles J. Hardy

President, American Car and Foundry Co.

With world conditions—economie, industrial and
political—as they are, it is a daring, not to say a

-foolish, man who will venture a prediction as to what

the future, immediate or remote, has in store for

: America, its people and its in-
dustries. The past gives us no
measure for judgment.  The
world is in a state of flux, out of
which may emerge either peace
and tranquillity and so the sal-
vation of civilization, or such a
complete disruption of all moral
and ethical standards as will -
mean, if not a return to bar-
barism, at least to something
akin to it.

I do not say this in any spirit
of pessimism. I merely appraise
the possibilities while believing
firmly that the brighter rather
than the darker picture is the one
that finally will emerge from the
welter of confusion and the play of cross-purposes into
which the world is now plunged and with which it is
now struggling.

Leaving the realm of speculation and concentrating
on that of fact—and particularly of those facts of
immediate and direct interest to the industry in which
American Car and Foundry Co. is chiefly engaged—the
manufacture and sale of railroad rolling stock: - Ob-
viously, a concern engaged in that industry has but
one outlet for its products—the railroads. And
equally obviously, the prosperity of the equipment
companies is dependent upon buying by the roads.
And my thesis carries me further—the more quickly
the roads realize and accept the necessity of replenish-
ment and modernization of their equipment, both
rolling stock and motive power, with its consequent
lessening of operating costs, the sooner will come the
dawn of a better day, not for the railroads alone,
but for the entire country as well.

The railroads after all are a—if not the—basic
industry of the Nation. It is perhaps speaking too
broadly to say that upon them depend the prosperity
of the country in times of peace and its salvation in
times of war—but that statement is at least measur-
ably true. Despite the competition of buses, trucks
and aeroplanes, to say nothing of the government-
fostered and government-subsidized competition via
inland waterways, the railroads are, and will remain,
the country’s chief reliance for the safe, economical
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and speedy transportation of its products, agricul-
tural and industrial.

That the roads have been grievously afflicted by
excessive taxation, by too much and too drastic
regulation and otherwise, is an irrefutable fact—but
happily there is now in evidence a more just and
fairer appreciation of their needs and a more sym-
pathetic approach to the solution of their problems.

During 1939 there were built by, or for, the rail-
roads approximately three times as many freight
cars as during the preceding year—orders for a large
proportion of these having been placed between
August and December. To what extent this up-surge
of buying was motivated by governmental insistence,
or perhaps suggestion, that the roads improve their
carrying facilities, may be open to debate—but the
fact remains that the terms upon which our govern-
ment offers aid in the financing of equipment pur-
chases will make it possible for many of the roads to
embark upon that program of rehabilitation and
modernization of their equipment that will be a long
step forward along the way to a substantial better-
ment of their condition through the substitution of
equipment susceptible of economical operation for
much that is now the reverse.

The first quarter of 1940 will see the completion of
deliveries of most of the freight equipment now on
order. Whether the year upon which we have now
entered will see a continuance of railroad buying is
anybody’s guess. As for myself, I am not guessing—
but hopeful.

It will be noted that I have used the words “built .

by, or for, the railroads” in referring to the equip-
ment produced in 1939. It is the fact that approxi-
mately 269, of all the freight cars built during that
year were built in shops operated or controlled by
the railroads themselves. That this presents a serious
problem for the “contract shops’’—i. e. those owned
and operated by companies such as ours—is an
undeniable if unpleasant fact, and the solution of the
problem is as yet obscure. Presumably it will be
worked out on the basis of comparative costs—and
on that basis I venture the thought that the balance
will be found to be in favor of the contract shops.

There remains the question as to what business
may accrue to our company and to others like it,
because of possible “foreign’ contracts for the materials
of war, offensive and defensive.

For myself, I am not overly optimistic in this
regard, nor am I listening to the siren-voices of those
purporting to be in control of huge buying orders.

If such business offers, suitable to our productive
facilities, on terms of assured payment with a legiti-

mate profit and without impairment of any obligation -

of ours to our own government, it will be welcome—
but I repeat, I am not overly optimistic in this regard,
nor are we loading up with facilities to meet a demand

that, after-all, is as yet in the realm of possibilities

only.

¥ % &%‘
Major Gen. James G. Harbord

Chairman of the Board, Radio Corp. of America

OR the past four months we have had reason to be
convinced that the United States is the most
fortunate nation in the world. Recently, however,
the first surge of thankfulness having passed, our
rejoicing has been tempered by the growing suspicion
that smugness is not the most admirable of national
characteristics, and that business as a whole cannot
in the long run make a profit out of war, even a war
confined to other nations. "

In a material way, this country enjoyed a very fair
year up to the outbreak of the war. Then the short-
sighted foresaw in our isolation a golden opportunity
to fiddle ourselves into a business boom while civiliza-
tion burned. -This expectation was based on past
history; but the present war acknowledges no pre-
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cedents, and the looked-for war boom did not ma-
terialize. American business, for the most part, as
1939 closes, is healthy in spite of the war rather than
because of it.

If the past is barren of finger-pointing, then the
future is indeed a closed book. Only one thing is
certain, and that is uncertainty. Developments in
Europe in the next month, to say nothing of the whole
year, may entirely change the business and financial
situation in this country. Therefore, it is a time for
calm and dispassionate observation until events take
up a course that can be charted -with reasonable
accuracy. And while we are waiting, we can also
analyze our national conscience to determine what
policies will best preserve our American traditions of
freedom, and will promise the most lasting peace
with national honor.

* * *

Clay H. Hollister

President, Old Kent Bank, Grand Rapids, Mich.

This community has had a comfortable increase in
business during 1939. There has been a growth in
employment, and machine tool and furniture in-
dustries have been quite active, the former especially
s0 with substantial foreign orders
and the latter showing ship-
ments 219, ahead of those in
1938. Crops have been fairly
good. The apple crop was large
and of fine quality; the peach
and pear crops somewhat reduced
but prices were low. A neighbor-
ing community shipped 1,000
cars of onions, thus farther
spreading Michigan charmabroad.
Potatoes had a light crop with
fair prices.

Bank debits were 637 million
as against 554 million in 1938.
Bank deposits on Dec. 31 were
78 million against 67 million one
year ago. Loans and mortgages
have about held their own and bonds and security
investments have lessened slightly, all resulting in an
increase of cash holdings. There has been plenty of
money available for those who could qualify as safe
borrowers and certainly no need has been shown for
additional borrowing facilities. Industrial business
has been conservative in its demands. It has become
cautious in its engagements while the world’s trade
is in such chaotic condition. !

Grand Rapids, industrially, is the most diversified
of any town in Michigan with eight groups and 122
classifications, making it more of a commercial than
an industrial center. An oil industry has been aded
in the last 15 months which now produces 500,000
barrels a month and gives business to four refineries.
Twelve hundred new individuals are handling that
with prospective growth. ‘

Employment in 14 selected plants of 8,391 individ-
uals compares with 7,603 a year ago, with a decided
improvement in November. and December. Metal
working represents one-half of total employed,
furniture one-quarter, and general industry one-
quarter. Wage employment was 129, ahead of 1938.
There are only 59, of houses available for rental.
Recoveries of previous losses have exceeded sub-
stantially any new mark downs. The tendency to
lengthen time loans is conservative. We do not
expect money rates to lessen much from present levels.

Altogether the atmosphere while more hopeful
and contented, still is greatly unsettled: This con- .
dition must continue so long as the wretched wars
overhang which threaten to break down the accomp-
lishn&ents of the ages and destroy the morale of the
world. :

Clay H. Hollister
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Paul G. Hoffman

President, The Studebaker Corp.

The automobile industry appears to have ample
reason to base its production and sales plans on the
assumption that the highly favorable trend which
prevailed throughout most of last year will continue

well into 1940. At least the

prospect for the first six months
of the year is highly reassuring.
| This is among the first of the
major industries to feel the
beneficial effects of a general
upturn in the business curve. It
experienced a substantial gain last
year by comparison with 1938
but production totals were below
those of the three years ended
with 1937. Since the general
business curve is in harmony with
the trend in the automobile in-

dustry, we appear to be in a

definite period of recovery. The

fact that no recovery period in

automobile production has ever
been confined to a single year encourages confidence
in that assumption.

For several years obsolescence in automobiles in
use has been accumulating at an unprecedented rate.
Twenty-five per cent of the automobiles in service in
1939 were more than eight years old. The higher
incomes which business improvement is bringing to
the owners of those old cars should be reflected in
purchases of the newer models. The automobile
industry will be among the first to feel the effect of
this increased buying power.

One of the confusing elements in the business
situation today is the influence of various wars on
international economy. Fortunately for us these
influences have been less potent than was expected
at the outset. While war purchases and the prospects
of them undoubtedly exerted some influence on -the
upward turn of the business curve in this country
they were not a controlling factor. A strong upward
trend h d set in before the European war was any-
thing more than a vague threat. For the moment
we seem to have passed the danger point when a false
business prosperity could be based upon the antici-
pation of war buying.

However, the most serious latent threat to business
lies in the ever present possibility that buying en-
thusiasm, production excesses and price recklessness
may start another upward spiral of competition
between prices and costs. This situation is a distinct
challenge to business statesmanship. ~ What this
country needs desperately at this time is a long period
of stability; stability of prices, wages and costs. Only
under such conditions can industry produce more
goods at lower prices, create more jobs and produce
earnings in the huge aggregate necessary .to finance
the legitimate functions of government without
crossing the danger line into inflation and regi-
mentation. ’

Studebaker has experienced the biggest fourth
quarter’s business in its history. It enters 1940 with
the largest bank of ‘unfilled orders it has ever had
on its books at the start of a new year. Our total
unit sales for 1939 were more than double those for
19%»/8. The industry as a whole showed a gain of about
40%.

The year 1940 opens promisingly for us, therefore.
We expect to be able to maintain production and
employment at the rate of the last several months.
Should spring demand reach proportions which might
be anticipated from this vantage point, we will have
to expand our production materially with com-
mensurate enlargement of the working force. Earn-
ings of Studebaker workers last year were the best
since 1930.

Paul G. Hoffman

" they were in 1937.
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W. B. Holton, Jr.

* President, Walworth Co.

Business looks better for 1940.% Without attempt-
ing to forecast the percentage increases either in
volume or profits for the year 1940, we can at least
say that a preponderant majority of the business
signs today point towards bctter
business this year. One of the
important plus signs is that the
capital goods industries seem to
be on a surer footing than they
have been for many years. Pros-
perous business levels will not be
regained until the heavy indus-
tries have joined with agriculture
and consumable goods in creating
a larger national income. There
is a great pent-up demand for
the products of the heavy indus-
tries awaiting release through the
creation of public confidence—
sufficient confidence in the future
to warrant the investment of
long term money in equipment
and materials for the manufacture of goods and the
earning of profits. ‘

One important factor in the capital goods industries
is that collectively they themselves are one of their
own best customers. The producers of tonnage
materials are large buyers of the fabricated products
manufactured from what they themselves sell.
Therefore, when capital goods begin to move in
better quantity, a momentum is created which tends
to improve business. There is a real momentum
today and it will continue if not stopped through
the imposition of unsound taxes and regulatory
legislation. The experiences of 1936 and 1937 were
outstanding examples of the effect of unwise tax
legislation, when the forward progress of the capital
goods industries was completely stopped and, in
fact, turned in the opposite direction through the
effects of the tax on undistributed surplus. Congress
is fully aware of what happened in 1937 and we can
be reasonably certain that there will not be a repe-
tition of such unsound legislation in this present
session.

The great construction and reconstruction program
which is ahead of us is barely under way. The
housing program is still far behind. The shipbuilding
program is just getting under way with full force. .
Public utilify projects have come off the drawing
boards and are now moving. The railroads are
regaining their purchasing power. The oil industry
is expanding to meet the demand for larger volume
and higher qualities. General repair programs are
becoming active and history shows us that repairs
to existing facilities always precede plant construction
and extension. ‘

Those of us who are engaged in the manufacture
of pipe fittings and valves always know that when
the demand for union fittings rises abruptly a general
repair program is under way. More unions are
used in repairs than in construction. During the
past four months the demand for unions, fittings of
the type which are required to connect two ends of
a cut pipe, have exceeded in rate of increase all other
items of manufacture in our industry.

Yes, the signs .point towards better business and
when the present program of the Under Secretary
of Commerce, Edward J. Noble, is completed and
business is currently receiving a compilation of orders,
we shall have another valuable signboard along the
way. Two other plus signs should be kept in mind.
Inventories are mnot the problem this year that
Nearly every company with
whom I have talked shows an inventory increase
very considerably less in proportion than their in-
crease in business. - But perhaps the most important

W. B. Holton Jr.
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indication of all is that we have come to realize that
the effect on business of the war in Europe was much
overemphasized. The war released the psychological
trigger which had been cocked and primed for some
time. The total amount of business directly attrib-
uted to the war is insignificant when compared with
our national totals. This country can and will be
Prosperous—war Or no war.

* * *

W. M. Jeffers

President, Union Pacific RR. Co.

The railroad industry as a whole, .like most, all-

other industry, has suffered from the burden of

-having to carry the investment in, and maintenance

of, plants having capacities far greater than the
‘ need, as measured by the current
volume of traffic. In their efforts
to increase the volume the rail-
roads responded to demands from
all sides for reducing of rates
until they have about reached
the. point which produces di-
minishing returns.

It is my hope and belief that
the year 1940 will see other
industry emerging from several
depression years and reestablish-
itself along more no mal lines.

The Union Pacific RR. Co.,
throughout the depression, has
pursued a progressive policy look-
ing to the ultimate restoration of
confidence and normal business
activity, from which policy it does not propose to
recede. Naturally, therefore, we look to the year
1940 with optimism.

I would not undertake to analyze and weigh the
individual factors which have contributed to the
wavering confidence of industry in this country, but
present indications, as I observe them, point toward
a return of the fighting spirit which made this country
what it is. ‘

W. M. Jeffers

¥ * *

John Holmes

President, Swift & Company

Increased business in the meat packing industry
naturally depends upon the amount of livestock, i. e.,
cattle, calves, sheep, and hogs, that come to market.
Unlike most other businesses, the meat packing indus-

try has no control over its source
of supply. It must be geared to a
great degree of flexibility so that
it may be prepared to take the
meat crop that comes to market
when the producer of that crop
is ready to market it. We do not
know from day to day or week
to week the number of head of
livestock that we will have to
process.

- During 1939 there was a sharp-

increase in the number of hogs
that came to market. Federally
inspected hog .slaughter in the
hog marketing year which ended
Oct. 1, 1939, rose to 40 million
hogs, compared to 35 million in
the previous year. On the other hand there was a
decline in the number of cattle, calves, sheep, and
lambs handled under Federal inspection.  The

John Holmes

heavier weights at which cattle were marketed,

however, together with the larger proportion of corn-
fed beef cattle in the total, increased the average
weight of beef per animal so that inspected beef
supplies decreased slightly less than 19,
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For the 1940 fiscal year, we anticipate considerably
larger marketings of hogs than were received during
1939. The U. S. Department of Agriculture anti-
cipates that Federally inspected hog slaughter will
rise from 40 million in the 1938-39 period (October
through September) to around 47 million in the
1939-40. This will tend to keep meat packing plants
busier than they have been for a number of years.

Supplies of cattle are expected to be somewhat
smaller than last year, but heavier weights at which
cattle will be marketed will tend to offset at least a
part of the decline in numbers.

We look for an increase in the sheep and lamb
marketings, especially during the fed-lamb marketing
season this winter and spring.

The war has not resulted in any important in-
creases in our sales to belligerents up to the present
time. The improved demand we have experienced
in recent months is due largely to increased buying
power in the hands of local consumers.

The breadth of the business improvement which
has occurred gives reason for the considerable con-
fidence among forecasters that an interruption, which
might occur in 1940, would be confined to moderate
proportions. There are, of course, many difficulties
and uncertainties such as the labor situation, political
campaign disturbances, and—most important—war
developments, any one of which might well dominate
the year’s developments.

* * *

O. C. Huffman

President, Continental Can Co., Inc.

Canned foods are among the cheapest commodities,
having yet risen comparatively little in price. At
the same time, due to excellent climatic conditions,
their quality is better now than it has been for some

time. Canned food markets are

in good shape, and consumption

is increasing under the stimulus
of increasing employment. The
prices for staple fruit and vege-
table cans for 1940 have already
been announced, in some sizes
at levels slightly below those of
1939. Indications are that the
can manufacturing industry feels
assured of an adequate supply of
raw materials for the year. These
fundamentals form a basis for a
favorable view of the can-making
industry’s situation in the coming
year.

Canned foods are used to feed
the civilized world whether at
peace or war, and experience shows that although
wars sometimes stimulate the consumption of canned
foods, neither the can-making nor the packing in-
dustry is dependent upon war orders for prosperity.
As a matter of fact, these industries in the United
States have yet reflected few, if any, effects of such
buying as a result of the present war. j

Although this past year some of the vegetable
packs were materially lower than those of the pre-
vious year, Continental Can Co., Inc., experienced
an improved demand for packers’ cans over the
previous year. The improvement in the demand
for its general line cans, used in packing a great
variety of commodities, was even more marked, in
response to increasing activity in industry as a whole.

One of the features of its 1939 business was a
sharp increase in the demand for its cap-sealed beer
can, particularly for the newly introduced one-quart
size, which has proved to be very successful.

Our research department continues to develop new
products and processes, and to improve existing
ones. Having spent approximately $50,000,000 on
plant improvements and expansion during the past
10 years to meet an ever-increasing peacetime demand

O. C. Huffman
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for its products, the company is in a position to take
advantage of opportunities for increased business as
they develop.

¥ % ¥

William S. Knudsen

President, General Motors Corp.

We in the automobile industry have every reason
to be gratified with the general improvement in
business which became so marked in the last quarter
of 1939. We certainly can look forward to good

business in 1940, which, if the
present trend continues, is reason-
ably sure to show an increase
over the 3,700,000 car total for
the industry obtained in 1939.

We are grateful to the motoring
public for its support and patron-
age. The new 1940 models show
important progress in beauty,
comfort and economy of oper-
ation and it will always be the
policy of the automobile industry
to strive for higher standards of
perfection in its vehicles so as to
give the motorist the ultimate in
comfort and freedom from fa-

‘William S. Knudsen t1gue.

With, employment on the in-
crease all over the country and no evidence of undue
price inflation, I feel that we can look forward to a
real recovery in American business with a national
income sufficient to provide comfort for everybody.

I hope and trust we will not be drawn into war.
America’s progress and future destiny are tied up
with peaceable pursuits and the elimination of all
waste. May our country continue to show the world
that Democracy, and peace, make possible life,

liberty and the pursuit of happiness for all,

¥ % *

Oswald W. Knauth

President, Associated Dry Goods Corp. of New York

The outstanding feature of the turns in the business
cycle during the last few years has been the relative
shortness in periods of time. The upturn that began
in 1936 lasted only little more than a year; and the

downturn lasted between one and
1Y% years. The present upturn
began in May or June, 1939; and
the question before us is whether
it can be expected to run for a
short period, thus ending at some
time during the present year, or
whether the forces behind it will
operate over a more prolonged
length of time.

The present upturn cannot
today be considered a boom; nor
does there appear to be any pros-
pect of a boom. Negatively, it
appears to be a cessation of de-

Proto vy Pression. The most plausible

Blank & Stoller yoason for the quick disappear-

Oswald W. Knauth ance of the 1936-37 upturn is

that it did not generate a capital

expansion which would have extended the period of

active demand. When consumers’ needs were rel-

atively filled, it accordingly came to an end. The

present situation appears to have more prospects of

such a demand coming into existence. Demands for

increased capital are evident in all directions, and

if this continues we may well expect a continuation

of the present upturn throughout the year and
extending into next year. .~

The Commercial & Financial Chronicle

517

Normally, until the last few years, economic con-
ditions have dominated politics. This position has
recently been reversed, so that an economic forecast
today cannot rest merely on economic conditions,
but must include a forecast of political activities.
The prospect that these will be more favorable ap-
pears good. An increased volume of production in
itself will go far toward removing the ills under which
we suffer. If to this could be added an upturn of
prices, the revival of enterprise and confidence would
be assured, and the economy of the country would
once more balance its politics. .

L3 &% &
E. J. Kulas ’

President, The Otis Steel Co.

The picture in the steel industry for the latter part
of 1939 was one of a high rate of operations with a
narro wmargin of profit. Although mills were running
full, the ratio of profits to volume was low and did

not represent a return sufficient

to pay reasonable dividends,

build reserves for plant improve-

ments and  betterments, and

guard against future contingen-

cies. )

M From past experience it seemed

unlikely that the operating rate
in the steel industry would con-
tinue indefinitely at this high
level. At this writing operations
are slowing down and the per-
centage of operations for the first
quarter of 1940 is uncertain.

Beyond that point the whole

picture resolves into a series of

question marks.

Will the war in Europe spread
still further? If so, what will be the effect upon our
domestic situation ? ‘

Will the present higher rate of activity upon the part
of many of our manufacturing industries prove the
forerunner of a sustained and long-continued domestic
demand for the normal peacetime products of this
country? Or is to-day’s picture merely a spurt based
largely upon the psychological impetus afforded by
war abroad and defense at home, and destined to
suffer a relapse as the new year advances?

In any event, it seems probable that the demand
for steel from the manufacturers of devices which add
to the convenience and comfort of the public-—auto-
mobiles, refrigerators, vacuum cleaners and similar
items which might be termed ‘“machines for personal
use’’—will continue in fair volume.

With the advent of the current business upturn,
larger payrolls were immediately reflected in larger
sales of cars and household conveniences. This in
turn stimulated further employment in the industries
manufacturing those products—and increased em-
ployment added further to buying power. This
spiral has attained a very substantial momentum,
and it is my belief that it will carry well into 1940.

Since the output of our own company goes chiefly
into these fields, especially the automobile field, we
will probably benefit if conditions on the average for
the year are favorable.

* ¥ ¥

Bernard W. Lynch

" E. J. Kulas

. President, Standard Gas & Electric Co. :

PUBLIC utility operating companies in the Stand-

ard Gas & Electric Co. system have a prelimi-
nary and tentative construction budget for 1940
amounting to $37,047,735, according to a statement
by Bernard W. Lynch, President of Standard Gas
& Electric Co.
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- This amount includes $5,365,152, which it is esti-
mated will be carried over from the 1939 construction
budget for expenditures on projects not completed
this year.

A classified summary of the total preliminary bud-

get of $37,047,735 indicates estimated expenditures in -

the electric department of $32,718,999; gas depart-
ment, $3,454,021; and other departments, $874,715.

The amount of $37,047,735 includes five major
projects, involving additional generating capacity
totaling 135,000 kilowatts. These projects consist
of the following: Installation of a 60,000 kilowatt
capacity unit in the James H. Reed Station of
Duquesne Light Co. at Pittsburgh; the addition of a
50,000 kilowatt capacity unit by Northern States
Power Co. (Minnesota) to one of its generating sta-
tions, the location of which will be determined later;
and also a new generating station of 7,500 kilowatt
capacity by Northern States Power Co. (Minnesota)
at St. Cloud, Minn.—design of this station is now in
progress; a  generating station of 10,000 kilowatt
capacity by Northern States Power Co. (Wisconsin),
at La Crosse, Wis.—construction of this station now is
in progress; the addition of 7,500 kilowatt capacity
to the present plant of Southern Colorado Power
Co. at Pueblo. '

In addition to the foregoing, consideration is also

being given-to one other project in the Standard Gas
& Electric Co. system that would involve 25,000
kilowatts of added generating capacity. This project
has not been included in the budget because it has
not been decided at this time that it will be authorized.

Preliminary budgets for the principal public utility
companies in the Standard Gas & Electric Co. system
are as follows: The California Oregon Power Co.,
$1,014,162; Louisville Gas & Electric Co., $2,015,615;
Northern States Power Co. (Minn.) and subsidiaries,
less"Wisconsin utilities, $8,454,135; Northern States
Power Co. (Wis.) and subsidiaries, $1,987,560; Okla-
homa Gas & Electric Co., $1,631,104; Philadelphia
Co. ‘and subsidiary companies, $15,262,428; San
Diego Consolidated Gas & Electric Co., $2,809,905;
Southern Colorado Power Co., $1,105,259; Wiscon-
sin Public - Service Corp., $1,557,590. Mountain
States Power Co. budget of $695,000 is included,
although the company is undergoing reorganization.

The amount of $15,262,428 indicated as the pre-
liminary construction budget for Philadelphia Co.
does not include Pittsburgh Railways Co. and Pitts-
burgh Motor Coach Co., now in receivership. How-
ever, included in this amount are estimated expendi-
tures for construction by the electric group of $12,-
372,684, and for the gas group of $2,884,744.

The figures indicated are subject to material
changes and they cannot be expressed in final form
until adjusted actual construction carry-overs from
1939 into 1940 are obtained, Mr. Lynch explained.

All of that portion of the preliminary construction
budget representing installation of additional capaci-
ties, Mr. Lynch said, is occasioned by the growth in
demand for electric service in the territories served
and in planning to meet all additional demands an-
ticipated in the near future.

Mr. Lynch emphasized that consideration must be
given to the fact that these preliminary budget fig-
ures are only tentative and they cannot be considered
as final until they have been acted upon by the boards
of directors of the respective companies.

* & %

S. H. Logan

President, Canadian Bank of Commerce

N THE past the world’s money markets have been
profundly disturbed by wars. But a notable
degree of monetary stability has characterized the
early stages of the present conflict in Europe. True,
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a decline in bond prices and considerable speculative
activity in stocks and commodities occurred in certain
markets upon the outbreak of hostilities in September,
but there was no semblance anywhere of a financial
panic such as that at the opening of the last Great
War. The down-trend of bond values was soon re-
versed, and stock and commodity exchanges became
comparatively quiet.

The present steady financial conditions are due to
several factors. War came this year not like a
bolt out of the blue, but as the final outbreak of a

- slowly gathering storm against which there was time

to adopt protective measures. I think that all large
financial institutions had long ago taken into con-
sideration the probability of a breakdown of peace.
Moreover, war finance has been part of world economy

for some years under the increasing pace of rearma-
ment since 1933, and it was therefore unnecessary for
governments to lean heavily upon the capital markets
for their initial war expenditures. Furthermore,
security markets, notably that for bonds, have come
partly under the control of governments and central
banks whose policies determine in some degree fluctu-
ations in values. 1

All the above-mentioned factors are still operative
and therefore continue to have a steadying influence
on the bond market. And it is still the policy of gov-
ernments and central banks to keep interest rates low,
even though it is no longer argued that cheap money
can act as a powerful economic restorative in a period
of great economic uncertainties. But nothing is per-
mament in this world. So while American bond
yields continued to decline, and conversely, bond
prices to rise, throughout most of 1938 and 1939,
contrary movements took place elsewhere—in Great
Britain and Sweden, to mention only two countries.
It should also be noted that financing during actual
warfare differs from that in the preparatory stages
of the conflict. In Canada, for example, the provis-
ional plans to finance this country’s initial'war efforts
provide for a small and carefully regulated credit
expansion, but there is a resolute desire to avoid
progressive inflation and new taxation has been de-
signed to increase the Dominion Government’s rev-
enue by over $60,000,000, this estimate being based
on the results that would have ensued if the new
basis of taxation had been applied in a year§as
productive as 1938. As, however, Canadian business
activity is now, and may reasonably be expected to
continue, well above that of 1938 a greater sum than
that mentioned is in prospect. It is clearly recog-
nized, however, that while a pay-as-you-go policy is
desirable as far as practicable, there is a limit to the
taxes that can be levied without causing inefficiency,
lack of enterprise and general discontent. Borrowing
from the public will therefore be undertaken, but it
is the intention to borrow in this manner as cheaply
as possible, and certainly no partiotic Canadian
should wish to see a marked rise in the interest rate
on a Government loan for war purposes. But an
approach to the public for a large loan is a different
matter than one to financial institutions which for
several years have taken up most of Government
issues. Thus, while it is unlikely that a material
change in money rates will be seen, the public may
expect a higher return than that to which financial
institutions have been accustomed. It should also
be noted that new capital and larger bank loans will
probably be needed by private enterprise to expand
its productive plant and thereby to meet a greater
demand for civil and governmental requirements.

I think the conditions outlined above apply to
money markets in several countries, including the
neutral nations who find it essential to strengthen
their defenses. Over a large part of the monetary
world, therefore, war finance is of such increasing
proportions as to require the use of public savings
at probably somewhat higher interest rates than have
prevailed in recent years.
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CANADIAN INVESTMENTS

WE SHALL BE PLEASED TO BE
.OF ASSISTANCE TO FINANCIAL
INSTITUTIONS, INDUSTRIALYCOR-
PORATIONS AND OTHERS IN
CLARIFYING THE EXISTING REGU-
LATIONS OF THE CANADIAN
FOREIGN EXCHANGE CONTROL
BOARD, AND IN DISCUSSING ANY
OTHER PROBLEMS RELATING TO
CANADIAN SECURITIES.

A.E.AMES & CO.

INCORPORATED
TWO WALL STREET, NEW YORK
TELEPHONE RECTOR 2-7231

TORONTO
WINNIPEG

MONTREAL
VICTORIA

LONDON, ENG.
VANCOUVER

BAKER, WATTS & CO.

Established 1900

Underwriters and Distributors
of Investment Securities

Members of New York Stock Exchange
Members of Baltimore Stock Exchange
Associate Members of New York Curb Exchange

Calvert and Redwood Sts. BALTIMORE, MARYLAND

Associated Gas & Electric Company—Corporation

A message to Financial Institutions owning
or having customers holding securities of
the above companies.

WE DO NOT ADVISE THE UNCON-
SIDERED LIQUIDATION AT PRESENT
LEVELS OF THE SECURITIES OF
THESE COMPANIES.

This firm for many years has been widely
recognized as a source of competent informa-
tion and opinion regarding Associated Gas
matters. We have been a leading factor in
the effort to conduct orderly markets for
Associated Gas securities, especially during
periods of stress.

We expect to have no immediate direct
affiliation with any group representing
any interest in this situation and at the
moment advise against holders associating:
themselves by means of proxies with any com-
mittees which may be formed. Our trading
and statistical departments will be glad to
serve those who wish to keep abreast of
changes in prices and other developments as
reorganization progresses.

G. A. SAXTON & Co., Inc.

70 Pine Street, New York City
Telephone WHitehall 4-4970

UNDERWRITERS and DISTRIBUTORS
of
INSTITUTIONAL and CORPORATION

BONDS and STOCKS

TRADING SERVICE IN ALL LOCAL
ISSUES AND SECURITIES OF THE
MIDDLEWEST AND SOUTH . . .

O.H.WIBBING & CO.

Members St. Louis Stock Ezchange
FORMERLY
PREISS, WIBBING & CO,

320 Security Bldg. - - - St. Louis, Mo,

e mE—
T e ——

et e P B T ST
e

Wargen T. CHANDLERV & Co.

Investment Securities

SECURITY BUILDING

SAINT LOUIS
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W. C. MacFarlane

President and General Manager,
Minneapolis-Moline Power Implement Co.

Our company has experienced a considerable in-
crease in the volume of its farm machinery business,
starting last August. This increase will amount to a
little over 509, over the same period the year before.

But this statement is not as
favorable as it may at first sound,
due to the fact that the same
period the year before was ab-
normally low in volume of bus-
iness, and very unsatisfactory
prices were paid our customers,
the farmers, so that they were
not in position to purchase our
products.
Our 1939 November and De-
#§ cember volume was exceeded only
§ once in the last 10 years, and the
outlook for a continuance of this
8 increase through the first quarter
of this year is very promising.
W. C. MacFarlane The second quarter should like-
wise be an excellent one for our
industry, as that is normally the peak spring buying
season; and prices of farm products in general are
considerably above the levels in the same period
last year.

Owing to the poor wheat crops in Canada in 1939,
and the accumulated surplus being taken for export,
and also owing to the very small wheat crop (off
about 60%) in the Argentine (and the poor quality
of what crop there was)—the Argentine accumulated
surplus has been wiped out—therefore our farmers
should approach their planting season in the belief
that whatever crop they do harvest will be sold at
a fair price. :

It is impossible to make any prediction beyond
midsummer for our industry, or until we are able to
determine what the harvest is likely to be.

Since last September, management has been
confronted with many additional problems, such as
foreign-exchange control boards’ regulations, price-
fixing or “freezing” in many other countries, and
numerous and sundry other rules and regulations,
which take so much more time of the key men, in an
organization, to transact the same amount of business,
as prior to Sept. 1. This is now becoming more or
less routine, so that we can look forward more
confidently, and have more time to plan aggressively
for the future. This should result in better business
all around.

In my own opinion, if Uncle Sam does not go

ahead with a comprehensive national defense pro-

gram—regardless of the outcome or termination of
the European conflict—we will be at a decided dis-
advantage in the international “diplomatic poker
game,” where they seem to play for “table stakes.”
Our country should have a stack of chips visible to
all, consisting of supplies and equipment for at least
one million men, streamlined and motorized to the
last word in efficiency; and then, it is my most
fervent hope, that we would never be called upon to
use them.

It is my understanding that equipment is not yet
available for a defense army of some 400,000 to
600,000 men; nor has industry the facilities to rapidly
produce the equipment, necessary to keep pace with
the speed with which armies could be raised and
trained in an emergency. If some such program as
now being discussed is carried out, it will create
additional employment, will use many basic com-
modities that would otherwise have to be used up in
ordinary industrial manufacture, and will relieve the
market of some surplus produetion facilities by
employing them for defense purposes. This would
materially increase the buying power in our country

and stimulate all lines of business.
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George V. McLaughlin

President, Brooklyn Trust Co.

As the year 1940 begins, the outlook seems to be
for continuation of low interest rates, including low
yields on high-grade bonds. " The causes for the low
rates of return on relatively risk-free capital which

have prevailed, generally speak-
ing, for the last five years, are
so deep and so fundamental that
only an unforeseen development
of great magnitude could bring
about any permanent change
within a 12-month period.

For example, military partici-
pation by the United States in
the European War—which now
seems quite unlikely in 1940—
could bring about a transforma-
tion in the money and capital
markets, just as it probably
would transform the commercial,

proto 3y idustrial and political structure

Blank & Stoller of this country, but events of

G. V. McLaughlin such magnitude are below the
horizon of probability.

The primary cause for low interest rates is the fact
that more than 609, of the world’s monetary gold
stock has found its way into the United States and
has created a base for bank credit far in excess of
our needs. The secondary cause lies in the fact that
most of our capital is still seeking safety of principal
and immunity from taxation at the expense of yield
or profit, due largely to the existence of unsetted
relations between business and government and to
our patchwork tax structure which penalizes equity
capital and encourages investment in securities in-
volving practically no risk. :

We know that much of our inflated “gold stock”
is the result of a heavy inflow of capital from Europe,
motivated largely by fear of war, and later by war
itself. Another important cause, according to some
authorities, was the ‘‘under-valuation” of the dollar
in terms of gold in 1934, which made American goods
and securities unduly cheap in terms of foreign cur-
rencies. A reversal of the trends set in motion by
such causes is a matter of years, rather than of
months. '

While banks, taken as a whole, constitute the
largest single reservoir of capital, it must be borne
in mind that the channels through which their funds
may be loaned or invested are limited by law as well
as by practice, and that some of the legal restrictions
date back only to 1933. By its very nature, deposit
banking is restricted, generally speaking, to the
highest grades of loans and investments. The same
is true, in large measure, of life insurance companies
and fiduciaries, the next largest reservoir of capital.
Equity capital, which must absorb the risks of busi-
ness before there can be any high grade bonds or
loans, must be supplied largely by individual in-
vestors. It is a situation where the most important
customers wish to buy only ‘“cream,” ‘while the
“milk’” goes begging.

At present only about four out of every ten busi-
ness corporations are earning any net income,
according to tax statistics. When, by chance, an
investor in equity capital earns a substantial profit,
a large share of it is taken away through taxation.
Is it any wonder, then, that there are few today who
will chose ‘2’9, subject to risks or taxation in prefer-
ence to 2159, without risk and tax-exempt ?

Faced with the necessity of earning enough to
meet their operating expenses and pay a very modest
dividend to their stockholders, however, many banks
recently have been forced to invest in securities of
longer term than had been their practice. Naturally
these securities show greater fluctuations in market
value when interest rates change, or even during
periods of sentimental unsettlement, as, for example,
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September, 1939. Thus far, however, the high-grade
bond market has recovered” practically all its Sep-
tember loss, and many banks now find their long-term
bonds quoted at values higher than cost. It is there-
fore premature at this time to say whether the trend
toward longer terms in bank investments has been
helpful or harmful to their market value position.
It is certain that it has been helpful to their income
accounts. Then, too, the adoption in 1938 of new
examiners’ rules as to allowances of security values,
under which high grade bonds may be carried at
cost less amortization (instead of market value), has
tended to lessen the importance of market values in
computing net capital position. So long as the
present period of low interest rates continues, high
grade long term bonds will not threaten the solvency
of banks. If an upward change in interest rates
were to be accompanied by a credit stringency of
sufficient magnitude to convert the present excess
bank reserve position into a deficit which might
require the sale of long term bonds at a heavy discount
in order to meet withdrawal of deposits, a topheavy
long term bond position could become quite em-
barrassing.

 There remains the question as to whether expanding
business activity resulting from war ordérs may
create a demand for commercial loans sufficient to
absorb excess bank reserves and cause a hardening
of interest rates. This I believe improbable in 1940.
The present war is a “poor man’s war’’ in comparison
with the conflict of 1914-18, and American credit
is not available to the belligerents. Thus we may
expect a much smaller volume of war purchases than
that of 1915-16. The rise of 35% in industrial
activity in the United States between May and
November, 1939, was accompanied by an expansion
of only about 1569, in commercial bank loan volume,
or approximately half a billion dollars. The most
that could be reasonably expected would seem to
be a duplication of the rise of two billion dollars in
bank loan volume which occurred between 1935 and
1937. This compares with a maximum possible ex-
pansion of about 30 billion dollars in bank loans and
investments without exhaustion of present excess
reserves.

Thus I see little probability of any material change
in the excess bank reserve position in 1940, and so
long as large amounts of bank funds remain idle,
substantial and permanent increases in interest rates

cannot be expected.
¥ £

Sydney G. McAllister

President, International Harvester Co.

The uncertainties of the international situation
hang threateningly over 1940 business just when the
domestic outlook had begun to grow brighter. Any
attempt to appraise the probable course of business

next year must balance these
uncertainties against what seems
to be an improved demand for
goods and services in this coun-
try.

American business has now had
four months of experience in
operating under the difficulties
of war conditions abroad. Some
ill-advised observers predicted at
the outbreak of war that Amer-
ican business could and would
obtain prosperity and profits at
the expense of other peoples’
misery and uncertainty.

The experience of these four

SydneyG.McAllister months has shown once again

that war is a destroyer of bus-
iness. It has brought further and even more pro-
hibitive barriers to international trade—embargoes,
rigid exchange restrictions, belligerent sea blockades
and prohibitions of shipping.
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It has raised again the threat of the false ‘“‘war
boom.”” Business is not deluded by ‘“war booms,”
which fade quickly into their aftermaths of depres-
sions, widespread unemployment, ruinous inflation,
burdensome taxes, huge debts, social and political
upheavals. No section of our national life is more
interested in having our Nation remain at peace
than is business.

Business can prosper healthily only in an atmos-
phere of confidence and peace. War destroys
confidence, stifles the spirit of forward looking
hopefulness, which alone prompts the risking .of
capital in new productive enterprises.

No one profits from ‘war, business least of all.

Business and the capital which sustains it are
always among the casualties of war.

So I say that the trend of American business in
1940 must depend primarily upon our own domestic
economy and that of the other nations in this hemi-
sphere which are determined, along with ourselves, to
remain at peace.

In our own farm equipment industry an improve-
ment had begun well before the war broke out.
Fortunately the war has not, as yet, interfered with
the domestic upward trend. The prices the farmer
receives for his grain and staple products have been
increasing, and he is in a more favorable buying
mood. Livestock prices, however, remain unsatis-
factory and a short wheat crop is in prospect next
year because of the severe drought in the West.

Should the farmer receive good prices for his prod-
ucts in 1940, and have good crops, our industry can
look forward with reasonable hope, because the
higher efficiency and the social desirability of cost-
reducing farm machinery are now universally rec-
ognized as necessary by farmers.

* * %

A. D. McDonald

President, Southern Pacific Company

Railroad enterprise and ingenuity produced for
the American public in 1939 the best rail service in
history at the lowest rates anwhere, except in Japan,
where costs are not comparable to ours.

' Railroad employees received
wages at an all-time high level.
National and local government
received in taxes an all-time high
proportion of railroad revenues.

But the railroads failed to
achieve hardly more for them-
selves as business enterprises
than just to keep their heads
above water. ;

. Theincrease in general business
and in volume of railroad traffic
during recent months has been
most helpful. As a result of
better operating methods and
equipment and of shippers’ co-
operation, a greater percentage of
the increase went into net than in
formerJyears. But in spite of this it seems unlikely
that either increase in volume of traffic or increased
efficiency achieved within the railroad industry will
serve basically to solve the problem.

raWhat the railroads need is public action to release
the full driving power of the new era in railroading
they have started under great difficulties during the
last 10 years. They do not need and do not ask any
special favors; but they are entitled to and must have
public recognition of the fact that they now face
great and growing competition in nearly every
phase of their business. Basic need is for a national
policy under which regulation will be evenly applied
to all forms of transport, so that each will be able to
serve where it can provide the best and cheapest
transportation, considering all true costs.

A. D. McDonald
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Important steps have been taken by the Southern
Pacific in 1939 to abandon, curtail or readjust un-
profitable phases of service and further moves in
that direction seem inevitable under present con-
ditions.

Transfer last August of official headquarters of the
Southern Pacific company from New York to San
Francisco and the reorganization of the board of
directors with an all-western Executive Committee
were noted as moves toward greater efficiency in
bringing the top management more directly in touch
with local problems. These steps, were accompanied
by a popular movement in all ranks of the railroad to
adapt the services as nearly as possible to the needs
and desires of customers.

Average speed of freight and passenger trains
continued to increase in 1939. The fast merchandise
train-truck coordinated service, pioneered by this
company, was further extended, so that such service
is now maintained from nearly every principal center
to its jobbing or wholesaling territory over the entire
Southern Pacific System. Popular low cost passenger
train service was extended and $2,000,000 worth of
new light-weight modern passenger cars was pur-
chased. Fifty new locomotives, costing more than
$8,000,000 were bought also, these including 40
heavy duty road engines and 10 modern Diesel
electric switchers. New heavy steel rail was laid
on more than 200 miles of track, at a cost of over
$4,000,000, in line with the general trend for faster,
heavier trains with consequent greater efficiency and
economy.

These are typical features of the new era in rail-
roading that has developed strikingly during the
last 10 years.

The benefits from the increased efficiency and
economy of railroad operation have largely gone to
railroad customers, railroad employees, and to the
government. During the last 10 years our average
revenue per ton of freight carried one mile has gone
down 199, and average revenue per passenger mile
has gone down 419,. Average compensation per
employee, on the other hand, has gone up about
13% and taxes claim 309, more of our net revenue
dollar than they did in 1929. Prices of materials and
supplies have increased, too, in recent years.

Facing these increased costs with decreased rates
and facing rapidly growing competition, the railroads
generally have had a desperate time keeping their
heads above water. Indeed, some of them have not
done so, and nearly a third of the mileage is in
receivership. The progress that has been made has
been achieved with little capital available and with
the strict necessity of investing every dollar where it
would yield the greatest return. New station facilities
and other improvements not directly connected with
providing better, faster, safer transportation have
generally had to be postponed.

This financial urgency has made inevitable the
elimination of phases of service long operated at a
loss. For example, we have applied for permission to
abandon entirely the commuter service operated by
our subsidiary, the Northwestern Pacific, between
San Francisco and Marin County points because
of the development of competition by highway,
intensified by the recent completion of the Golden
Gate Bridge. Another subsidiary, the Pacific Electric,
operating a somewhat similar service, in Southern
California, is taking important steps to abandon
several unprofitable phases of its service, and at
the same time to readjust and improve others that
show more promise of public patronage. Still other
services, adversely -affected by new competitive
factors and changed transportation habits of travelers
and shippers, are causing major concern.

Because these unprofitable phases of service are no
longer generally desired by the public, as indicated by
lack of patronage, and because they constitute a drag
on our efforts to provide modern service of the type
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that the public does want, we are asking and expect
to have the support and cooperation of the public,
in its own interest and for the greatest good of the
greatest number, in working out these transitions in
transportation services. v

Not only is readjustment imperative within the
various phases of railroad service, but it is a funda-
mental necessity in the whole field of transportation.
Conditions of competition-and regulation affecting
various forms of transport must be realigned on an
equitable basis if each is to serve where it ean do so
most efficiently and economically on the basis of
true costs. .

Obviously such a readjustment would greatly
benefit the people as a whole. It would mean a great
acceleration of the new era of modern railroad service
and an increase in employment, not only within the
railroad industry, but in all lines of industry and
business throughout the country.

* * %

Sidney Maestre

President, Mississippi Valley Trust Co.

Although the bond market is again approaching
the high levels reached in the summer of 1939, there
is much skepticism among bankers in this district
concerning its ability to hold the gains made recently.
As long as the supply of funds
seeking investment continues to
grow and the issue of new securi-
ties continues to lag, they realize
that there will be little change
in bond yields. They seem to be
convinced that a reversal in the
upward trend of the bond market
is close enough to warrant the
adoption of cautious investment
policies. Although some bankers
in this area have been compelled
to invest in longer term bonds
to augment earnings, the trend
seems to be definitely in the other
direction. ‘From Aug. 16 to
Dec. 13 holdings of Treasury
bills in the 24-weekly reporting
member banks in this district increased from'$2,462 -
000 to $6,390,000; Treasury note holdings increased
from $49,345,000 to $55,077,000; United States bond
holdings fell from $155,025,000 to $136,068,000; and
guaranteed obligations rose from $67,308,000 to
$71,074,000. From these figures it would appear
that, while some bankers are adopting a more con-
servative policy in shifting from long-term bonds to
short-term bonds, there are still some holding longer
maturities to obtain better yields. Those retaining
all or part of their long-term bonds are apparently
convinced that a decline in bond prices is not yet
imminent.

The demand for commercial loans is closely related
to business activity and in the past few months both
the volume of commercial loans and the level of
business activity have increased. Most forecasters
are agreed, however, that the pace of industrial
activity will decline in the first quarter of 1904 and
only a moderate increase is in prospect for the second
quarter. Consequently, it is doubtful, if the fore-
cast is correct, that any substantial increase in com-
mercial loans can be expected in the immediate future.
It would seem more likely that the volume of com-
mercial loans would decline. _

Business in this area participated in the rapid
increase in industrial activity which took place in
the last half of 1939. In addition, it received some
stimulus from the development of the Illinois fields.
While production of petroleum in the Illinois fields is
expected to continue at the present high level in
1940, it is believed that the developmental phase is
nearly over. - '

Sidney Maestre
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Business in this area, like business throughout the
Nationa, will be affected by the uncertainties arising
from the war in Europe; the vagaries of American
politics in an election year; and the problems of
domestic industry. While the war has had as yet
little. direct_effect upon American business, heavy
fighting in Europe might result in increased sales to
belligerents. England can, however, buy much from
the colonies. While there may be an increase in the
volume of sales to neutrals, England is not likely to
give up her markets without a struggle. An election
year is supposed to be a bad year for business, but a
study of business conditions in the quadrennial elec-
tion years does not seem to substantiate this thesis.

"It s, therefore, desirable that the outlook for busi-
ness in 1940 be appraised in terms of domestic trends
rather than in terms of highly uncertain foreign
orders. Businessimproved in the last half of 1939 and
is now operating at extremely high levels. A de-
crease in business activity is expected in the first
quarter of this year. There are, as yet, few signs of
widespread activity in the capital goods industry,
which is necessary to the maintenance of a high rate
of business activity. Construction is expected to
gain only slightly in 1940. Inventory accumulations
may develop in certain industries due, the Depart-
ment of Commerce reports, to the fact that the pro-
duction of goods is running ahead of utilization.
However, business appears to enter 1940 in better
condition than it entered 1939.

* L .

M. Lee Marshall

President, Continental Baking Co.

To the baking industry 1939 was not altogether
unsatisfactory; although business was slow the first
quarter it improved materially the remainder of
the year. ;

The war has added new important problems which
make it difficult to predict the
future events or trends. The
experiences we gained in the last
great war are of little value be-
cause of the great changes in
present-day conditions.

Indices of industrial production
during the past several weeks
have shown a material improve-
ment over 1939, particularly in
the heavy goods industries, but
so far this has not been reflected
in material improvement in the
baking industry—perhaps this
will' come later.

Predictions of business leaders
carry a note of optimism for the
first quarter of 1940 with the
representatives of most lines of
business forecasting somewhat better conditions as
compared to the last quarter of 1939. Consensus of
opinion among food industries is mixed, with the
majority predicting about the same and a slightly
lesser number forecasting somewhat better conditions.

I feel that the baking industry should be prepared
for the usual seasonal slow trend the first quarter
with acceleration of business for the remainder of
the year. .

I believe that most mémbers of the baking industry
agree that The American Institute of Baking’s De-
partment of Nutrition has, in the past 12 months,
continued to increase the consumers’ high regard for
bakers’ bread (which it is my observation has con-
tinued to improve in quality), and the baking in-
dustry will continue to support this work in ever
increasing proportion.
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Albert H. Morrill

President, The Kroger Grocery & Baking Co.

On completion of an unusually successful and
profitable year, The Kroger Grocery and - Baking
Co. feels justified in thinking that 1940 presents a
hopeful picture for the company.

Last year our 3,960 food mar-
kets in 19 Middle Western and
Southern States showed earnings
consistently ahead of 1938, en-
abling the company to pay during
the year three extra dividends to
shareholders, totaling 90 "cents
a share. In addition, $364,000
was distributed to employees as
a Christmas bonus, and $506,000
under a profit-sharing plan.

Officers of the company attrib-
ute no small part of this success
to a capable personnel, as. well
as to increased sales of better
quality products and to econo-
mies effected in operation. There
is no reason why these three
factors cannot be counted on to produce even better
results during 1940. '

The food business in the past few years has taken

tremendous strides in efficient management; pro-
ducers, manufacturers and distributors have cooper-
ated to give the public better merchandise at low
prices and to supply enormous variety in foodstuffs
the year around, including produce which was once
“in season’’ but a few months a year.
_ Generally better business conditions, together with
increasing acceptance of Kroger brand merchandise
should insure continued improvement in sales and
profits for the Kroger company. We feel that
consumers are becoming more and more aware of
the advantages offered by the chain store system
of distribution which reduces the distance between
producer and'consumer to the advantage of both.

& *
9 .
W. O’Neil
President, The General Tire & Rubber Co.

At the close of the best year in the history of our
company and, generally tor the tire industry, as a
whole, we are looking forward into a new year that
promises a continuation of the business activity that
has marked the past months.

Today, so much of the coun-
try’s freight is being transported
by truck that there are very few
idle trucks anywhere. Within the
past six months, truck tonnage
has increased so greatly that a
continuation ,of trucking oper-
ations at the present rate will
mean that 1940 will be a better
year than 1939.

There should not be a drop of
more then 59 in the total
volume of tires in 1940 as com-
pared to 1939. Moreover, the
expected increase in the heavier
truck tire sizes probably will
mean that the total tire tonnage
in 1940 will be as great, or greater, than in 1939, in
spite of a possible slight drop in units manufactured.

While crude rubber has advanced in cost about
25%,, most of this increase is due to the extra cost of
insurance .on ocean freight, because of war con-
ditions.

It is not likely that the war will seriously interfere
with the shipment of rubber from the Far Bast, and
thus cause a rise in crude rubber costs. unless Japan ,
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should become involved in the European war, and
this does not now appear to be imminent.

In view of the rising costs of materials and factors
which enter into the manufacture of tires, it would
not be unreasonable to expect that tire prices might
have to be correspondingly increased during the
coming year.

C. B. Nolte

President, Crane Co.

% * ¥

There are too many red and orange lights already
visible on the 1940 economic highway to justify
anyone in feeling that a prophecy of future business
behavior made at this time would be dependable or
reasonable. Among other things,
these uncertainties include a na-
tional election, excessive tax-
ation, increasing public debt, and
economic repercussions of wars in
other lands.

There are some known factors,
however, which savor of op-
timism. For example, the total
sales of plumbing and heating
materials in the U. S. in 1939
increased approximately 209,
over 1938. This increase was due
largely to an impetus in resi-
dential construction, as well as
developments of new products,
and marked such sales as the
highest since 1928. While, of
course, opinions differ, it has been estimated by
reasonably reliable sources that this year will bring
an additional 109, increase in sales of these com-
modities.

We shouldn’t overlook the increasing activityof
rural electrification under both governmental and
private auspices, and the fact that a stable national
industrial economy is largely dependent upon a
satisfactory construction program, both rural and
urban. Nearly everything required in the building,
equipping, and furnishing of a home today, including
the machines and tools used in its construction, are
the products of countless manufacturing enterprises
giving employment to millions of men and women.
A substantial increase in residential construction,
therefore, means a substantial decrease of unemploy-
ment. '

All indications point to a fairly satisfactory first
quarter in the heavy goods industries, in which valves,
fittings, and other piping materials play an important
part, largely because of a leveling of inventories and a
back-log of unfilled orders. But a longer view of the
situation necessarily must envisage a continuance of
orders brought about by plant maintenance, increased
consumption of manufactured commodities, and the
employment of idle capital in new enterprises.

C.B.Nolte

* * %

Hayward Niedringhaus

President, Granite City Steel Co.

THE intelligent manner in which ‘American busi-
ness handled the conditions confronting it upon
the outbreak of war has not been fully appreciated.

- It was well demonstrated that business learned its

lesson from the predepression boom and the self-
restraint shown in the present situation was an ef-
fectual brake upon what might have been unwar-
ranted industrial expansion.

In most quarters, expectancy of war business was
tempered with the knowledge that war prosperity is

-2 mirage. Further, that the Allies’ purchases from

us will probably not come up to first expectations, for
& number of reasons—among them the fact that
they have greater raw materials at their command
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than was the case in 1914, the decline of the Pound
sterling, cash and carry, &e.

The improvement in business began in mid-year and,
of course, impetus was given to this by the European
developments later. This improvement was largely
a natural one and was caused by potential business
which had been accumulating for years and only
needed encouragement to be released. It does not
necessarily follow that a continuation of this activity
would be entirely dependent upon the continuation
of the war.

It has been repeatedly pointed out that real en-
couragement can only come from the cooperation of
Government, industry and labor. If this can be
effected, sizeable capital expenditures can be made,
larger payrolls will result, and a more prolonged
period of prosperity is possible. ‘

Recently the steel industry has enjoyed the greatest
demand in its history. Higher prices would have
been justified because of the advanced cost of raw
materials. Production and shipments increased 509,
in three months. In spite of this, consumers and
manufacturers inventories are not excessive.

During, 1939, the Granite City Steel Co. completed
a supplemental modernization program. This doubles
the Company’s production of cold rolled sheets.

While, no doubt, some reaction is in order, primar-
ily because peak production cannot continue long
without extensive repairs and replacements, indica-
tions do not point to a severe reaction and business
for 1940 on the whole should be satisfactory.

¥ * k3
Ernest E. Norris

President, Southern Railway System

The financial condition of the railroad industry
depends directly upon the rate of industrial and
business activity of the country at large.

During the 1920’s there was enough food in the
pantry to support all the children
in the transportation family.
Then came the lean years, 1931
t0-1938, inclusive, and out of the
meager traffic pot, some of the
younger ones got the choice bits
and the eldest son often went
hungry. But the last six months
of 1939 proved that, with all the
indices of business showing con-
stant and accelerating gains, well
integrated railroad properties can
make a living. ‘

Southern Railway company,

! serving one of the most diversified

Continentar by 21 potentially developing sec-
R.u.G. Inc. tions of the United States, has

Ernest E. Norris Shown unmistakably that, after

making net losses since 1931
(with the exception of comparatively small gains in
the\temporary recovery of 1936-37), it has begun to
emerge in 1939 from the long depression, and, with a
basis of gross revenue larger than for any half year
since the depression, it has been enabled to earn an
estimated net income of more than $5,000,000 in the
months from July to December alone.

A continuing and sustained plateau of safe earnings
for the future, however, depends upon so many
contingent factors that it is impossible to name them
all, but the principal ones, which should be em-
phasized, are:

(1) A normal rate (as contrasted with the sub-
normal trough of the 1932-38 period) of constructive
industrial and business activity for the United
States, at or above the level of the months of Septem-
ber, October and November, 1939.

(2) Fair, equitable and equal regulation by
government of all modes of commercial transportation,
and the withdrawal of special privileges to the rail-
roads’ competitors.
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(3) A compénsatory level of rates and fares which
will produce, (and as to which the shipping and
travelling public should be cordially anxious, for the
well being of the country’s economy, that it do
produce), a sufficient margin of safety for the neces-
sary restoration of the financial credit of the railroad
industry. :

(4) Cooperation of the public and regulatory
authorities to the end that costs impossible for
management to control, such as public impositions
and taxes and other expenses, are adjusted down-
ward to the point where the railroad industry is never
again thrown into the unfavorable financial lime-
light it has occupied for so many years, the very
existence of which deplorable condition has acted so
directly as a deterrent to all business and finance
during the departed 1930’s.

Southern is looking forward hopefully, and with
increasing confidence, to 1940, believing that the rate
of tratfic producing industry will remain at a fairly
satisfactory level, despite the doubtful and dubious
stimulus of war, and that some, if not all, of the
other factors mentioned above, through a better
understanding and a determined will to action of the
public and of the State and Federal lawmakers, are
progressing to a happy solution.

% * *

W. A. Patterson

President, United Air Lines Transport Corp.

The airlines of the United States had their biggest
_ year in history in 1939. They flew 35 to 409, more
passenger miles than in 1938. They carried approxi-
mately 13,000,000 pounds of air express compared
with approximately 10,000,000
pounds the year before. = Air
mail increased 11%49%.

f@  Since passenger business ac-
L counts for approximately 60% of
the airlines’ income, the sharp
increase in passengers was es-
sential to keep the airlines from
operating at a loss as the industry
had for the previous five years.
| Our studies indicate that in-
dustrial production and long-
distance travel, and by that I
mean travel of 300 miles or more,
have in the past run fairly parallel
to each other. Air transportation
in general has been penetrating
this long distance travel market
to a greater degree each year. In 1930 the average
flight was 230 miles. Last year it was 415 miles.
However, United’s charts indicate that air travel may
increase more rapidly than industrial production in
1940. There are several reasons for this:

The airlines have earned public confidence. The
domestic airlines, since the last accident, have com-
pleted approximately 700,000,000 passenger miles,
and approximately 75,000,000 plane miles without
a passenger fatality. Airline fares have been brought
close to first-class surface transportation  costs.
Frequent schedules and added comforts and con-
veniences aloft and on the ground have stimulated
air travel.

For the first time, civil aviation has had the
benefit of a unified comprehensive national policy
now administrated by the Civil Aeronautics Au-
thority. Theairlinesandthe C. A. A. have shown a
disposition and ability to cooperate with each other
to advance aviation. '

However, the airlines have their real “growing
pain” problems. Ours is an industry which calls
for the investment of large sums for new/equipment
and facilities to keep pace with the technical and
equipment improvements and the cost of the policy

W. A. Patterson

of the airlines of installing every. facility which adds"

to the safety of air travel. The industry is faced with
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increased taxes and in some branches increased wage
and salary scales, increased rentals and charges at
various airports. _

There is need for a modernized method of determin-
ing the method of mail pay. Some companies, United
included, are seeking a more remunerative rate for
carrying air mail which our company carries at a
profit to the government, not on a subsidized basis.

However, the industry is confident of the future.
We believe 1940-50 will be known as the “Flying
Forties.” In 1939 the industry purchased approxi-
mately $4,000,000 worth of equipment. In 1940 the
lines will purchase about $12,000,000 worth of
airplanes, engines and accessories, and in 1941 three
companies will be operating four-engined airplanes
on a three-stop 13l%-hour coast-to-coast service.
These orders have already been placed. These 40-
passenger planes will release existing equipment for
supplemental and intercity services.

Air transportation is now an indispensable part of
our national scheme of communication and trans-
portation, and it should be treated and managed as
such. :

% * *

Moses Pendleton

President, American Woolen Co.

Conservative optimismTcharacterizes the attitude
of the wool textile industry toward 1940. For the
first time in a decade, during which the trade ex-
perienced intermittent operation, gyrating prices and
other adverse factors of domestic
and worldwide origin, the woolen -
and worsted manufacturing busi-
ness is apporaching normalcy so
far a8 a steady, even flow of
production and distribution is
concerned.
¢ In the closing months of 1939
volume operations were general
throughout the industry and a
sizable back-log of orders was
on the books as the old year
ended. The rise in manufactur-
ing schedules in both durable and
consumer lines from mid-year
~onward, with the consequent im-
provement in general employ-
ment and public purchasing
power, naturally benefitted an essential industry like
ours; but, despite increases in raw material and pro- .
duction costs, the eftort to restrict price advances to
the minimum in order to stimulate greater consump-
tion of wool products resulted in curtailed profit
possibilities. Nevertheless, the maintenance of vol-
ume schedules in the mills provided much needed
employment, and the gradual elevation of prices
from the subnormal basis of mid-year 1939 to the
approximate level of 1937 permitted a general wage
increase throughout the industry, to become effective
the first Monday in February. This wage advance,
it is believed, will be a factor toward cost stabiliza-
tion, as well as a contribution to consumer buying
power. .

Higher wool prices, resulting from increased con-
sumption of the domestic clip, coupled with in-
tensified import difficulties, necessitates the ad-
vancement of fabric prices for the impending fall
season. Conservative estimates place the advance
that must be made at approximately 209, above
prewar levels, if the mills are to break even. Since
wool values are expected to be maintained for several
months to come, it is anticipated that the manu-
facturing and merchandising of apparel will be
predicated on a higher basis, if the profit motive in
business is to be retained. If prices can be stabilized
on a basis permitting a steady, even flow of business
during 1940, better results all around can be con-
fidently anticipated.

Moses Pendleton
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From a long-range viewpoint the industry is
seriously concerned with the continuance of the
so-called reciprocal trade treaties which, until the
outbreak of war, had reacted seriously against the
wool textile industry. It is feared that on the con-
clusion of hostilities abroad, foreign nations en-
deavoring to resuscitate themselves by American
orders will find in the reciprocal trade treaties, as
well as their depreciated currencies and low living
standards, a tremendous price advantage against
which American capital and labor cannot hope to
compete successfully.

The desire is general throughout the wool textile
industry that the Administration’s power to nego-
tiate these treaties without the approval of Congress
be abrogated, and thus insure the maintenance of
the American standard of living. The revision of
the Wagner Act on a basis more equitable to em-
ployers, the curtailment of Government spending,
and the easement of taxes and other burdens on
business, are also factors which would engender con-
fidence and make for a better business situation
throughout 1940, : :

W ke

% % %

Anonymous

A Prominent Railroad Executive

THE traffic outlook of this company is that of
business in general. We are largely a coal
carrying railroad and the volume of our traffic de-
pends, to a great extent, on the measure of industrial
activity. One man’s guess is about as good as
- another’s of the year ahead. I would like to believe
it will be better than the year 1939, although I have
some doubt that the volume for next year will exceed
that for this year, certainly not very much.

I think our maintenance-of-equipment expenditures

will be lighter next year than this year because of the
very heavy program we have carried on during 1939,
particularly the latter quarter. There should not be
much difference in the maintenance-of-way ex-
penditures. Our road is in excellent condition.
- 'We have no program-in mind for the purchase of
lfgivo equipment in any substantial amount during
I do not think labor costs will be higher, i. e.,
there should be no general increase in labor costs for
next year. Taxation will probably be higher because
the local and national units of government have not
yet seen the necessity for lessened expenditures. The
tax bill of the railroads is appalling, and like all other
taxes on industry, should be reduced. This means, of
course, that government expenditures should be
reduced.

What might be termed “the railroad problem’ is
much broader than that. This country is now facing a
“transportation problem.” We have entirely too
much transportation for the needs of commerce, with
some forms overlapping and duplicating others.
Senate Bill 2009, which will be before the next
Congress, is an effort to more or less coordinate all
forms of transportation. It is highly desirable that
some scientific and unprejudiced study be made of the
various forms of transport, then an effort be made by
law or regulation to hold each form to the field
where it has advantages of economy or service.
Regulation and taxation should be uniform as to all
forms, insofar as this can be practically applied.
There is such a wide divergence between the treat-
ment accorded the privately-owned railroads and
other forms of transportation which are aided by
government subsidy, such as water ways, airways
and highways, that the problem of the railroads
grows more and more difficult each year. Under
present conditions I can see nothing but further
reduction in the rate levels. The problem of the
trqnsportation companies is greatly augmented by
private industry going into the transportation bus-
iness for the haulage of its own products, such as oil
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companies, steel companies, coal companies, &c., on
the waterways, as well as smaller groups on the
highways.

The actual workings of the National Railroad
Adjustment Board is far from satisfactory. It is
creating working conditions and making new rules
on a national scale not heretofore in the various
contracts between railroads and the employees’
organizations. Labor, only to some extent, has seen
that the whole tendency of this is but to cripple their
own industry.

* * *

Seton Porter
President, National Distillers Products Corp.

The year 1939 has taught us that the American
people have an indisputable preference for whiskies
of established reputation and quality.

As quality products have been brought gradually,
though progressively, within the
range of the average purse—
through the ability of a recently
reconstructed distilling industry
to achieve that highly desirable
end—the response has been im-
g mediate and gratifying.

The purpose of the industry
has not been to encourage larger
personal consumption of alcoholic
beverages but to enable all who
use them to obtain the best at
the most reasonable price.

‘As we enter upon a new year
we cannot fail to find ample
justification for renewed optim-
ism that this trend will continue.
There are numerous reliable in-
dications of its further development and expansion.

Given intelligent management, a sound economy
and a constant regard for its social responsibilities,
the distilling industry is certain to move forward
further in 1940.

Seton Porter

% ¥ ¥

Howard S. Palmer

Trustee and Presifdent, The New York New Haven &
Hartford RR. Co.

Concerning the New Haven RR. in particular, it
now appears that 1940 will start out with business
activity and railroad traffic at levels above those
of a year ago and we are now forecasting that

. for the first six months our gross
revenues will exceed those of the

the second half of 1940 may
. bring is speculative. Intensi-
. fication of the European situation
. might well raise our traffic levels
y and on the other hand there is no
#  certainty that the advent of peace
i would materially alter our traffic
| outlook.

During the past four years
New Haven’s maintenance ex-
pense has approximated $24,-
300,000 per annum. For the year
1940 we now anticipate this ex-
pense will be reduced to about
$23,775,000 due in part to the
programs accomplished by the trustees since the date
of trusteeship. Orders were recently placed for 250
high-side coal cars, 10 Diesel electric locomotives and
25 steel caboose cars costing approximately $1,435,-
000. Delivery of this equipment is anticipated during
the early part of 1940. Consideration is being given
to the advisability of purchasing' during 1940 500
50-ton steel box cars and five modern freight electric
locomotives. Since the date of trusteeship, Oct. 24,

Howard S. Palmer
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1935, the New Haven has expended approximately
$16,000,000 for the purchase of new equipment and
the modernization of other equipment and facilities.

We do not anticipate any marked change in either
rates or costs during 1940; and we are confident that
increased efficiency will probably offset any additional
taxes and expenses.

% * *

H. W. Préntis, Jr.

President, Armstrong Cork Co.

Critical domestic problems have been crowded out
of the public mind, in recent months, by sensational
news from the theatres of war and startling develop-
ments in power politics abroad. While the terrible
implications of the present con-
flagration in Europe leave Amer-
icans sick -at heart, we dare not,
for the sake of our own national
welfare as well as the ultimate
contribution that destiny may
permit us to make to a just and
lasting world peace, allow our
attention to be diverted from the
necessity for a sound solution of
the problems America faces at
home.

What actions and words will
influence the minds of business
managers in this grave hour?
Above all other things, they must
be assured that a state of sym-

© pathetic understanding will be
established between government, industry, and
labor. From political leaders, they will look for
government based on laws that recognize the con-
stitutional rights of every minority group and which
are administered with absolute impartiality in the
best interests of the Nation at large. They will look
for distinct evidence of a strong desire for govern-
mental economy as a preliminary step in the solution
of the difficult problem of balancing the Federal
budget. Furthermore, they will seek constant con-
firmation of the popular will to keep out of war.
From labor leaders industrial management will look
for recognition of the principle that the coordination
of the four M’s of business—money, machinery,
materials, and men—is the responsibility of manage-
ment. Coincidentally, intelligent management will
expect, and in fact will see, that the wage earner
participates in just fashion in the rewards of in-
creased productive activity. For, generally speaking,
industry is in a more optimistic frame of mind than it
was a year ago. This attitude persists despite the
gloomy predictions of economic crepe-hangers who
have asserted repeatedly that our national manu-
facturing plant is overbuilt and that there is little
chance for future industrial growth. Such despondent
critics are prone to overlook the fact that our pro-
ductive equipment comprises an untold number of
kinds and varieties of apparatus and machinery. Old
products are steadily being supplanted by new ones.
Competition is constantly altering the status of
different companies that produce similar commodities
or services. The usefulness of the productive equip-
ment in many industries has been materially altered
through new techniques in manufacturing and mer-
chandising. So, while there may be excess capacity
in some parts of our national economy, there is un-
questionably need for additional and more modern
_facilities in other sections.

Everything considered, it seems fairly clear that
the time is here when many enterprises must decide
whether or not to bring their productive equipment
up to date. Although necessity is said to be the
mother of invention, it also is, to some extent, the
mother of investment. And in 1940 it appears that
necessity and some degree of broadened opportunity

H. W. Prentis, Jr.
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for investment may find happy union with resulting
increase in production and employment.

We can be thankful that in this critical period
American business has taken a clear and positive
stand against war. It is solidly arrayed against any
step that would involve us in conflict. While business
recognizes its patriotic duty to support adequate
national defense, it is equally aware of its leadership
responsibility in respect to domestic affairs. With a
world at war it is imperative that constitutional
representative democracy, private enterprise, and
religious liberty—the inseparable foundations  of
American freedom—be kept vital and unimpaired. -
in an America at peace. .

% * %

Henry H. Sanger

President, The Manufacturers National Bank of Detroit

The year 1939 has been on the whole, one of marked
recovery for American business, notwithstanding
many disturbing influences. Generally, the volume
of business for the year was impressively ahead of
1938 and the results would seem
to have justified the improve-
ment in general confidence s0
evident in the closing months of
1938. The year ended with
industrial production at a high
level and with industry on the
average having a substantial
amount of business on its books.
Such financial information as is
available regarding the outcome
of the year, profitwise, appears
favorable and most companies
should show satisfactory results.
The automobile industry im-
proved its position materially and
there were substantial increases
in both production and sales.
While - official figures - are not
available, there is every indication that the industry
produced for the year, 3,720,000 cars which would
represent the tenth best year in automobile history.
These figures are better by several hundred thousand
cars than estimates early in 1939 and a further
encouraging factor is the backlog of business on the
industry’s books at this time. .

As a result of the improved conditions in the

automobile industry on which we in Detroit depend
to such a large extent, retail business had shown a
very satisfactory improvement. The outlook for
1940 is favorable and estimates of production figures
for the calendar year ending Dec. 31, 1940, reach as
high as 4,100,000 cars.
" In the field of finance, the year also brought forth
moderate improvement and, as we know, there has
been a modest increase in industry’s demand for
funds. This, however, has not been sufficiently
impressive to change present low rates of interest and
at this time it would appear that present rates will
continue. In this connection one cannot lose sight
of the greatly increased efficiency in manufacturing
and transportation as well as the shortening of terms
by industry, which has taken place over the past
eight to 10 years and has made it possible for business
to operate on substantially smaller capital account.
These factors, together with the government deficit
financing, gold imports, &c., have been major con-
tributors to the substantial excess reserves. There-
fore, in spite of a continuation of the present satis-
factory level of business and some increase in the
demand for money, one cannot look for much’ change
in the present interest yields on the investments of
banks generally. However, it is reasonable to expect
the banking industry to continue to seek satisfactory
term loans and various types of financing in coop-
eration with the Government.

Photo by
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The year 1940 looks favorable and, as suggested,
we expect a continuance of the present good business
and most close observers are optimistic for the first
six months. It would appear that this country has
absorbed and digested in a reasonable way, the
effects of the outbreak of war in Europe and, while
naturally the future is fraught with many uncer-
tainties, it would seem that business generally is in
as favorable a position as it has been for some time.
The situation, of course, calls for careful management,
closely defined financial programs on the part of
business and close supervision of expense accounts in
order to end the year on the profit side of the ledger.

* * ¥*

Louis Ruthenburg

President, Servel, Inc.

Since July, 1939, automatic refrigerators have
been purchased at a gratifying rate. This tendency
continues and we have reason to believe that business
in 1940 will be good during the first half of the

year which, fortunately, includes
i the year’s seasonal “hump.” To
| form an accurate conception of
business after the first half of
1940 is difficult in view of the
international situation and the
| presidential election.
I During the rapid-growth phase
. of the initial market for auto-
. matic household refrigerators,
. which definitely ended with 1937,
- this industry, like the motor car
. industry in the depression of
1920, continued to expand con-
, trary to the trend of general
business. From 1929 through
1937 refrigeration volume ex-
panded each year with the single
exception of 1932. However, in 1938 this industry’s
volume receded in common with most other indus-
tries, a definite indication of the changing market
characteristics which developed with the “new user”’
market diminishing and the replacement market
expanding.

With the replacement market becoming of increas-
ing importance, Servel, Inc., finds itself with a
product particularly suitable therefor. The Servel
Electrolux gas and kerosene refrigerator with its
silence, absence of moving parts in its freezing unit
and many convenience features, meets the require-
ments of the experienced user. Moreover, Servel,
Inc. enjoys the benefit of the whole-hearted co-
operation of the American gas industry.

In spite, therefore, of current tax policies and
rates, the failure of the Government, business and
labor to cooperate in meeting current problems and
the resultant failure to expand existing business
enterprises and to start new ones, Servel, Inc., looks
forward with reasonable confidence toward the
coming sales season.

Louis Ruthenburg

* *

¥
David Sarnoff

President, Radio Corp. of America

RADIO in 1939 has had its greatest year. More
- than 9,000,000 radio receivers have been sold.
More radio sets are in use in the United States than
in all ‘the rest of the world combined. With 45 -
000,000 receivers in American homes and automo-
biles, radio has become an integral part of our
national life.

P American-owned radio communication services,
vital to our national defense, have maintained direct
contacts with all nations, belligerent and neutral.
In 1914 these radio services were non-existent, and
our communications were at the mercy of the
countries which controlled the cables. Today direct
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radio circuits connect the United States with 51
countries, and no intermediate censorship is possible.
Our radio communication facilities guarantee the
freedom of our communication lanes for the flow of
international messages and in the interests of Ameri-
can trade.

Employment has risen in the entire radio industry,
and the industry is paying higher wages to workers.
muscians, artists and performers. It is estimated
that radio gives employment to 400,000 people in
the United States, with an annual payroll in excess
of $500,000,000.

The research laboratories of the Radio Corporation
continued in 1939 their coordinated attack on all
fronts of radio, to explore the possibilities of improv-
ing old services and to create new ones. Television,
the latest child of the RCA research laboratories,
after a period of field test, emerged into the domain
of public service.

Since the beginning of a public television service
in New York City on April 30, 1939, NBC has main-
tained a regular schedule of television programs—
drama, fashion and variety shows, round table dis-
cussions, demonstrations of art, music and domestic
science, sports events of all kinds, and motion picture
film. The quality of these programs has improved
steadily during the eight months that public tele-
vision has been on the air. On the technical side, the
quality of television images broadcast by NBC has
shown striking improvement in brilliance and clarity.

Television progress in the United States exempli- °
fies the American way of developing new industries
and public services. Our method stands out today
in sharp relief against the background of Europe,
where public television development depended upon
government subsidies, and has now been discon-
tinued. In the United States it has depended upon
private capital and initiative, and is going ahead.
In Europe, industrial research in most lines has been
a preparation for war. In the United States it has
been a preparation for peace.

Looking ahead, I believe that 1940 will be a year of
even greater importance than the year just ending.
Two factors alone should insure a year of eager and
unflagging public interest in broadecasting. One is
the international situation. The other is the presi-
dential nominations and election in the United States.

The birth-date of broadcasting in the United
States is generally regarded as Election Day 1920,
when the returns of the Harding-Cox election were
broadcast to a few hundred owners of home-made
receiving sets. Only 20 years later, more people will
actually see and hear the presidential candidates in
1940 by television, than heard the 1920 election re-
turns by sound broadcasting.

In all history, no other industry ever crammed so
much amazing progress into one 20-year span. But
the far-reaching developments, which are now the
subject of investigation and experiment in the radio
research laboratories, already indicate that the
progress of the next two decades will surpa.s the
achievements of the last two—in the birth of new
miracles of radio science, and in the building of new
highways of public service.

* ¥ *

Edward G. Seubert

President, Standard Oil Co. (Indiana)

lN A world so plagued with strife and misery in

other lands we have much to be thankful for in
ours. Peace and order permitting us to follow our
normal pursuits is a blessing which we should appre-
ciate more today than ever before.

We have been favored in the oil industry by an-
other in the long series of annual increases in demand
for our products. When the figures for production
and consumption are all in they may even show totals
in excess of any previous record. While financial
results have not been in proportion to the gain in
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volume, it seems likely that for many companies they
will show some improvements over the previous year.

Since the production of crude has increased less
extensively than consumption, stocks above ground
show a healthy decline.
however, an increase in gasoline stocks which has
had a depressing effect on prices toward 1939’s close.
In the rapid growth of demand for fuel oil, the oil
industry has had presented to it a serious problem
in refining economics: how to supply the fuel oil and
still keep from making too much gasoline.

On the basis of present information it seems logical
to anticipate that consumption of petroleum will
continue to increase in 1940 and that there will con-
sequently be still more activity in oil fields, refineries,
and distributing systems. This should be the case
whether war sales abroad increase materially or not,
and those sales, the oil industry and all the world
would be better off without.

Standard Oil Co. of Indiana has had a relatively
good year in the volume of sales. ~Although its earn-
ings have not improved in the same proportion as
volume, preliminary estimates seem to justify the
hope that the net per share of consolidated earnings
for the entire enterprise will be larger for 1939 than
it ' was for 1938. .

T T
P. L. Smith

Chairman of the Board, Middle West Service Co.

The immeasurable factors are of the greatest,con-
sequence in appraising the immediate position and
future outlook of the electric utility industry. Gen-
erally speaking, the various physical factors are
in good relationship to one an-
other among the privately owned
companies. Where indicated fu-
ture needs of customers point to
the desirability of increased gen-
erating capacity, the latter is
being provided for by the con-
struction of new generating sta-
tions or additions to existing
ones.

The foregoing implies a belief
that the output and sales of
electric utilities during 1940 will
be greater than in 1939 and it
is rather confidently expected
that this will be so. The kilowatt
hour output for the year 1939
for the industry established a
new high annual total. The
year to year cumulative effect of the use of electric
appliances purchased by customers and the expected
level of industrial activity, combined, will undoubt-
edly result in a greater electric gross revenue.

Assuming that the United States does not enter
the war, operating costs should not increase dispro-
portionately to increased business. Net income,
therefore, may be expected to increase.

The greatest immeasurable factors are:

1. The extent to which Congress makes appro-
priations for competitive power projects on the part
of the Federal Government.

2. The effects of the administration of the Public
Utility Holding Company Act of 1935.

3. Prospective taxation.

The favorable or unfavorable effect of these factors
during the next few years will, in all likelihood, be
indicated by the expression of public opinion not

later than the 1940 November election.
' There exists an unusual opportunity for a demon-
stration of a high quality of statesmanship by our
Federal Government and its agencies in the handling
of these important relationships. Hazarding a guess,
1 expect that even in the absence of such a demon-
stration the net results to the electric utilities from
said three factors will be unfavorable to a minor
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extent. Such unfavorable effect will probably be
more than offset by increased volume of business
and additional savings through refunding by lower
interest coupon bonds and lower dividend rate pre-
ferred stocks. These opinions are on the average
for all electric companies. = Individual company or
system experience may vary widely.

% ¥ %

Donald J. Smith

Director of Distribution, Fundamental Investors, Inc.

The Investment Trust’s Position in
the Investment Field

With total assets of approximately $3,000,000,000
at current market values the investment company
or trust is an integral part of this country’s vast
financial structure. This capital was subscribed in

15 years by some two million
investors—an ‘“‘average’’ of $200,-
000,000 per year. During the
six years’ existence of the Se-
curities and Exchange Commis-
sion to date about one-sixth of
all new corporate securities regis-
tered for public subscription are
- reported to have been those of
. public trusts. This record, plus
the fact that sales of new shares
of mutual trust funds now total
more than $100,000,000 in a
normal year, indicates the ex-
treme importance of these trust
funds in the year-to-year invest-

Donald J. Smith ment business of the nation.

The investing company or pub-
lic trust fund has attained, and should continue to
maintain, its important place in the financial life
of the nation because it provides the investor with
a sound, inexpensive investment plan in equities,
i.e., he can systematically acquire a good cross
section of profitable American industry on a monthly,
quarterly, semi-annual or annual basis. The trust
fund is a medium through which he can obtain, in a
single investment, a broadly diversified group of
securities under constant and capable supervision,
providing income, ready marketability and the pros-
pect of growth in the market value of his investment.
In addition, when the well-to-do individual places
funds in trust shares it provides liberation from the -
many problems of managing money and permits
him to devote all of his time and energy to the im-
portant problems of his own business. The small
investor finds in trust shares, in addition to a planned
investment program in equities, a protection against
himself—against his disregard of the importance of
constant and continuous supervision of investments
and his lack of training, time and facilities to inter-
pret financial news as it affects his investments.

An important requirement of the average investor
in common stocks is income and that is satisfactorily
provided by mutual trust funds. The primary object
and business of this type of investment medium is by
wise, farsighted and conscientious management to
secure the highest return possible with a minimum
of risk. During the score of years that the investment
trust has grown to be one of the largest and most
important managers of the public savings of investors
it has afforded a better than average return to the
holders of its securities.

Diversification, one of the prime requisites for
successful investment, is not always obtainable by
the individual of limited wealth and the investor
who has funds enough to diversify his security
holdings too often finds he has not diversified wisely
or has over-diversified. The mutual investment trust
fund offers to both the large and small investor, on
the same equitable cost basis, the opportunity of
obtaining broad diversification of opportunity and
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risk determined on the basis of the knowledge and
experience of the men who manage it. These in-
vestment organizations not only invest the original
funds with greater care and wider diversification
than is possible for the average individual, but there-
after they are constantly studying the timing of
industrial trends and the reports of specific indus-
tries and companies, seeking better opportunities in
which to employ the money entrusted to them in a
fiduciary capacity.

One of the chief objectives of a desirable invest-
ment plan in equities is liquidity or ready market-
ability and the shares of investment trusts adequately
meet this requirement. KEspecially is this true of
the mutual type trust fund with the right of share-
holders to receive not less than net liquidating value
for their shares upon surrendering them to the fund.
Limited only by the amount of cash on hand and
the realizable cash value of the total assets of the
trusts, the shares of mutual investment trust funds
are, extremely liquid. ‘

The possibility for the growth of invested capital
and /or the conservation of wealth, thereby increasing
its usefulness over a greater period of years, is one
of the most important contributions of the public
trust fund to the field of investment. Appreciation
of investment and conservation of capital usually
accompanies trained and experienced security man-
agement, which is able to place funds wherever and
whenever opportunities are greatest to a far greater
degree of accuracy than if invested by the average
individual. The investment trust fund definitely
lessens the probability of economic waste by reducing
the dissipation of wealth invested.

Because the mutual investment trust fund is
founded upon the basic principles of sound invest-
ment, because it fulfills a distinct need among in-
vestors, because shares are obtainable by dealers
for distribution to investors both when other new
securities are not being underwritten and when they
are—thereby continuously providing new capital for
industry—and because the shares have proved more
profitable to investors than managing their own
money, the investment trust is a definite contribu-
tion to the field of investment and its position in the
investment field is equal in importance to that of
any other security., Consequently, the volume of
trust shares sold in 1940 should continue at a satis-

factory level.
CIEEE

J. P. Spang, Jr.

President, Gillette Safety Razor Co.

As far as the domestic business is concerned, we
look with reasonable confidence to the immediate
future—that is, the next three or four months.

Dealers’ stocks of our products are at a low point,

. consumer purchasering power is
up, which factors augur well for
a healthy flow of business.

It is impossible - to forecast
on foreign business. We are
beset on all sides by import re-
strictions, monetary restrictions,
blocked funds, increasing taxes,
disruptions in transportation, &c.
All of these necessarily make any
prediction as to what might
happen impossible.

One feature which is par-
ticularly disturbing and applies
both to domestic and foreign
business, is the continued in-
crease in taxes. On the en-
tire business income taxes are
roughly 609, more than in 1938.

It seems to me the requisites necessary to view the

future with any degree of confidence are courage
and hope. : , )

J. P. Spang, Jr;
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E. R. Stettinius, Jr.

Chairman of the Board, United States Steel Corp.

E look forward to the New Year encouraged
by the substantial improvement which has
taken place in the steel industry during the past four
months. A sharp upward movement in steel oper-
ations began early in September, due chiefly to
domestic demand for needs that had been accumu-
lating for some time, with an added stimulus from
increasing foreign inquiries.  This is particularly
pleasing to us because it gives opportunity for in-
creased earnings and employment to thousands of
our steel workers who suffered a curtailment of em-
ployment when business fell off so sharply in the
latter part of 1937. Likewise, after many months of
lean earnings, we are gratified at the prospect, at
current rates of activity, of improved return upon our
large investment in plants and facilities.

"In entering upon the New Year it must be borne
in mind, however, that there are many uncertainties
and many difficulties yet to be solved before a sound
basis for sustained progress can be realized. The
future course of American business depends, to a

+large extent, upon the solution of our domestic

problems. Industry can prosper only when a feeling
of confidence permits the full utilization of our great
resources, thus putting back to work both idle capital
and idle men. The business future should also be
measured in terms of the uncertainty which surrounds
the termination of world-wide conflict, particularly
in Europe. No healthful or sustained prosperity can
be predicated on industrial stimulation which in
considerable measure is temporarily inspired by war
demands. All responsible members of American in-
dustry earnestly pray for an early peace upon a per-
manent basis, as well as for a solution of the many
problems on the home front.

% ¥ *

Reese H. Taylor

President, Union Oil Co. of California

During 1940, perhaps more than in any recent year,
the oil industry faces a mixed outlook an
outlook of opposing forces and conditions, some
highly encouraging, others perhaps reasonable cause
for some concern among oil oper-
ators. We might say, however,
that in our opinion the good out-
weigh the bad.

We enter a year which appar-
ently will be featured by probable
tariff reductions, various forms of
State control or attempted State
control,tax problems,Federal con-
trol, severance taxes, and many
other problems, which, though
they are large, are not unusual
in a ten billion dollar industry.

Heavy fuel oil requirements
have in the past few months
caused abnormally high refinery
runs with resultant excessive gas-
_ oline inventories. On the other
hand, high refinery runs have tended to keep crude
stocks to a minimum. With the end of the heavy
fuel using season, and the return of better driving
conditions, it is felt that gasoline inventories will soon
adjust themselves satisfactorily.

Due to curtailment of civilian gasoline consumption
in belligerent nations of Europe, which has offset
actual war consumption, the war thus far has had
little effect on European demand. Eventual effect
will be dependent upon whether or not Europe’s
“peculiar” war continues and follows a more con-
ventional war pattern.

However, we must realize that the days of mush-
room growth for the oil industry—created primarily
by oil discovery booms and the rapid increase ip

Reese H. Taylor
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number of automobiles—have no doubt passed into
the limbo of happy memories.

Car registrations have reached a leveling-off place.
The oil industry is facing an era of consolidation of
gains, of business gained through service to the
motoring public, of improved facilities, improved
products, active interest in travel promotion, of
sound public relations and merchandising programs.

We are entering an era of more intense competition.
Automatic sales gains will not be the style in the next
few years. Every company will have to go after
what it gets—and product, quality, and service will
be the watchwords.

% % L J

John W. Thomés

President, The Firestone Tire & Rubber Co.

The rubber industry enters the new decade with
exceptional opportunities for growth, and well pre-
pared to meet the problems which may lie ahead.
While automotive . tires will undoubtedly continue
to compose the major portion of
our business, our horizons for
new products are expanding at an
ever accelerating pace. Today
the accent in our industry is
upon greater research and de-
velopment; not along just one
particular line as in an earlier
period, but into many new fields
of manufacturing.

Ten years ago, products other
than tires accounted for ap-
proximately 15%, of our business
volume. Today that has been
increased to 309,. In addition,
the rubber industry has increased
its tire business 5%, by the intro-
duction of new types of pneu-
matic tires. These latter include farm tractor and
implement tires, road building and earth moving
equipment tires, industrial and airplane tires and
many other minor types. These are new tire fields
that will continue to offer expanding markets for
many years.

It was eight years ago that Firestone introduced
the first practical pneumatic tire for farm tractors.
This coming year 859, of the farm tractors manu-
factured will go out equipped with rubber tires.
With a new economical changeover plan, introduced
last year, we expect another increase this year in the
number of tractors changed from steel to rubber.

Unusual advances and expansion were experienced
in the adoption of pneumatic tires to road building
and earth moving equipment. Their load carrying
capacity has been enlarged many fold. Some idea
of this is given by the fact that we have in regular
production today, earth moving pneumatic tires
standing nine feet high and weighing 2,600 pounds
each. A set of four will carry a load of 75 tons. We
expect to build even larger ones and to have the
demand for them steadily increase. The same
situation applies to road building equipment, the
unit sales of which have been greatly enlarged during
the past decade.

Any expansion in our domestic defense program, or
in military purchases from abroad, is certain to be
reflected in increased volume for the rubber industry:.
All modern military transport and equipment is
increasing its use of rubber products, including tires.
bullet proof tubes, gas masks and other articles.

Among other new products, we have developed a
new line of track blocks and bushings for tractors,
trucks, tanks and other heavy vehicles. Experiments
in the use of our rubber tie plates in reducing noise
and vibration and adding to the life of rails and
equipment in recent subway tests have proved so
successful that orders have been received recently
for their installation in New York, and the raliroads

|
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are now manifesting keen interest in them. We
recently introduced and marketed a new anti-friction
product making it possible for rubber to replace many
automobile metal parts, adding to the 300 already
used on modern motor cars. These are only a few of
the many new products that could be named.

Among those introduced in the past two or three
years, rubber cushioning is becoming an increasingly
important product. Orders and inquiries from new
sources are being received continually. In addition
to its installation in mattress form for sleeping cars
and homes, it is also used as upholstery for furniture
and motor car seats and airplane and theatre seat
manufacturers are among the many new customers
recently adopting it.

Among the favorable factors accounting for our
record-breaking volume of sales last year were the
following: Production of new passenger cars showed
an increase of 509, trucks and commercial cars 309,
and gains were also made in other vehicles such as
buses, trailers, tractors, &c. It is expected that in
1940 the rate of sales will be maintained if not im-
proved.

The new high record of automobile registration of
over 30 million cars established last year, brings out
forcibly how widespread is the use of the motor car
in this country and how this has been brought about.
Improved construction and design of the -car, low
pressure tires and rubber parts have reduced vibra-
tion and wear. to such a degree that the life of the
average automobile is now about 10 years. In the
course of its operation it changes hands five or six
times. This means that towards the end of its useful
life it can be purchased at low cost and as a result
millions of families who otherwise could not afford
cars are able to buy them. Obviously this results in a
substantially larger demand for replacement tires.

These and other factors give us confidence in
the future and in the opportunities for the rubber
industry.

* % *

Paul Thompson

President, Corn Exchange National Bank & Trust Co.,
Philadelphia

Compared with a year ago commercial loans in this
section show a small increase. For the Federal Re-
serve System as a whole, the total of all loans also
shows a moderate increase. Against a relatively
small increase in loans, however,
there has been an increase in
demand deposits in the Federal
Reserve System of approximately
$2,750,000,000, and an increase .
in excess reserves of $1,400,000,-
000. There is nothing in these
figures to indicate any particular
change in the trend of interest
rates.

In this situation, the pressure
of idle funds for investment con-
tinues. Under such conditions,
bond prices will feel this plethora
of funds seeking investment. It
means, of course, that good bonds
will continue to sell on a low
yield basis. Naturally, advan-
tage of this situation has been taken to call in long- -
term issues and refund them at lower rates.
> There has been no general disposition to go in for
long-term industrial loans, but there has been a
tendency, in a moderate way, to do such financing
in special cases. The aggregate to date does not
appear to be large. There has been, however, a more
pronounced development in the field of small loans,
secured and unsecured. This loaning metamorphosis
is naturally the result of necessary efforts to secure
reasonable banking income, and so long as the
pressure of tremendously excess reserves continues,

Paul Thompson
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the banks will cultivate new legitimate loaning fields
for their idle funds.

Bank credit policies in recent years have un-
doubtedly kept down losses to a minimum on new
loans. With recoveries on old loans and a continuation
of present credit policies, the banking system is
placing itself in a position best to serve the com-
munity.

There is no evidence of excessive inventories of
manufactured goods. The large carry-over of certain
crops continues to be a problem. The business
picture is confusing. Notwithstanding the tremen-
dous ' productive capacity of this country, com-
modity prices today are approximately 209, higher
than they were a year ago.

We cannot ignore the war as a factor in our own
economy. Neither can we associate any severe bus-
iness depression with a continuation of a strong
commodity price situation. We cannot ignore the
effect of war demands, our own armament demands,
the probable increase in South American trade and
the automatic check on imports caused by the war,
as factors in the domestic business situation during
the coming year.

Financial reports coming in at this time show that
business operations for 1939 have been profitable
and far ahead of what the country had expected
earlier in the year. Business results for 1939 were
accomplished without undue speculation. That in
itself is a good harbinger for the coming year.

Unless there should be adverse developments that
it is impossible to foresee at the present time, con-
ditions seem to warrant confidence in the business

outlook for 1940.
¥ * %

Walter S. Tower

Executive Secretary, American Iron and Steel Institute

DURING the closing months of 1939 the pro-
duction of steel ingots in the United States
rose to new heights for all time.

For the year as a whole the output is estimated at
46,800,000 gross tons, compared with 28,200,000
groe;s tons in 1938 and with 50,318,000 gross tons in
1937.

The average rate of operations for the first quarter
of the year was 54.59, of capacity. For the second
quarter it stood at 50.89,, rising to 62.29, in the
third quarter and to an estimated 91.29, in the fourth
quarter.
~ Slightly more than one-third of the year’s output of
steel was produced in the final three months. October,
November and December broke all earlier monthly

- records of tonnage produced.

The upturn in steel activity started in May and
continued steadily through the summer. ‘Early
September operations were greatly accelerated co-
incident with the outbreak of the war in Europe.
However, the war exerted only an indirect influence
on the expansion of steel production. According to

reliable opinion few orders for steel have been placed

by any of the belligerents.

One important cause of the sharp upturn was the
prompt decision of steel users to rebuild their stocks
of steel. In many cases these stocks were subnormal,
a condition which called for prompt correction in

view of the indicated increase in industrial activities
~ and possible uncertainties of continued quick deliver-
ies. No evidence has appeared that inventories of
steel are being increased beyond reasonable levels
relative to current use.

Two other specific causes of the rise in steel output
to such high levels was .the great volume of auto-
mobile production in the last quarter, and the un-
expectedly large increase in demand from the rail-
roads. Shipbuilding also continued at an active rate.

With advancing operations in the mills there were
steady gains in employment and earnings of wage
earners during the year.
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Average employment for 1939 was 482,000, but in
October the total stood at 545,000. Average weekly
earnings in October were $32, a gain of $8 per week
since mid-summer. Employees were working an
average of 38 hours each week compared with 31
hours in October of 1938. Average hourly earnings at
84 cents were the highest for any year in the history
of the industry, and total payrolls in the industry in
1939 totaled $810,000,000 against $600,000,000 in
1938.

Rising operations have resulted in some improve-
ment in earnings. . During the past 10 years the
annual return on invested capital in the steel in-
dustry has averaged only 2.49,. In the first half of
1939 the industry earned $25,450,000, equivalent on
an annual basis to a return of 2.1, on capital in-
vestment. This compares with a loss of $18,000,000
in the first half of 1938.

Further gains in earnings for most companies were
reported for the third quarter and continued better-
ment is expected for the fourth quarter.

During September the prices of many kinds of
raw material used in the steel industry advanced
sharply. However, the prevailing published prices
of finished steel were reaffirmed by leading com-
panies both for the fourth quarter and for the first
quarter of 1940. That action was widely regarded
as a desire on the part of the steel companies to avoid
any step which might stimulate inflationary tenden-
cies in commodity prices. It is worth noting that
although average steel prices are less than 3%, above
the 1929 level, average wage rates in the industry
are nearly 309, over 1929.

In November various executives in the steel in-
dustry appeared before the Temporary National
Economic Committee in Washington in connection
with the Committee’s study of the industry.  The
testimony of the executives constitutes a full and
frank record, illuminating many phases of the steel
business, and effectively disposing of many un-
founded, but persistent, popular notions pertaining
to practices and conditions in the industry. Chiefly
the testimony made clear that keen competition
exists in the industry in all its phases, including
prices.  Another point emphasized by the steel

executives is that the industry has no desire for war
business.

In various respects, therefore, the steel industry
approaches the end of 1939 in a more satisfactory
condition than has been the case for several years.

% * *

Edwin C. Vogel

Chairman, Executive Committee of
Commercial Investment Trust Corp.

A forecast with respect to the business prospect
for 1940 must assume either a contiriuance of the
European war or its cessation. Naturally the results
would differ greatly. If the world should be so
fortunate as to see an end of
hostilities this year, there must
necessarily follow great social
and economic readjustments and
" the conditions to follow will
depend in large measure upon the
wisdom and statesmanship shown
by those who settle the peace.

While I do not presume to
predict whether or not the war
will continue during the year
1940, for the purposes of this
article I will assume that it will
continue. Prior to the outbreak
of the war there had been in thig
hoto by country a considerable new stim-
ulus to business, and, with the
outbreak of the war, further
impetus was given to business.
improvement, so that by December production and
business activity were moving at a very h igh rat..
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Merchants developed a greater confidénce in the
value of merchandise and reflected that in more
forward buying. In some lines of industry the rate of
production had increased in December to such a
point that expectation of uninterrupted continuance
would hardly seem justified in the light of current
consumption. Nor is such rate of production neces-

sary for a continuance of good business. However, -

I do not believe that there has been an undue amount
of speculation in inventories or that inventories have
reached a point at which they represent a burden
or in any degree a threat to general business.

With the experience of the last war in mind, there
seems to be a concerted effort among business men
to avoid the pitfalls and dangers that are incident
to the temporary benefits of business speculation in
wartime. It seems to be the common purpose to

prevent prices from mounting too high. With this.

sound and sane approach, I believe the year 1940 is
set upon a firm foundation and look for a continued
demand for goods and services in amounts sufficient

to make the year 1940 better than the year 1939.°

If large war orders materialize, as is quite likely in
the spring, there would of course be further increase
in business and employment.

Having said this, I must qualify it by a reference
to the ever present dangers through shocks and
unexpected occurrences that are. likely to develop
with a world at war.

Our own business, in the main, is that of financing
industry’s sales. Covering such a wide and varied
field as it does, its activities naturally move with the
activity of business itself. Among the main in-
dustries to which our financing relates are auto-
mobiles, refrigerators, household appliances, oil-
burners, home modernization, machinery and equip-
ment, and textiles. These industries appear to me
to be generally in healthy condition and should show
a sound growth in the coming year. Hence, the
volume of sales financing should also show satis-
factory improvement.

B R T '3

P. D. Wagoner

President, Underwood Elliott Fisher Co.

- Despite the news of war which we see daily in
our newspapers, the stability and progress of Ameri-
can business continues. During the past year, we,
in the office equipment industry and particularly
in the Underwood Elliott Fisher
Co., through our close associa-
tion with all forms of American
business and industry, feel that
we have had our hands at the
pulse of this advancement.

During this past year, we
have continued and expanded
the work at our research lab-
oratories in Hartford and have
presented several new products
for the use of American busi-
ness. Among these were the new
Easy Operating Underwood El-
liott Fisher Accounting Machine,
the Standard Underwood Type-
writer with Automatic Justifying
device and the new Quiet Model
Underwood Sundstrand Adding-Figuring ‘machine.
Each of these is the result of extensive research and
experience in supplying the best possible machines
for office use.

An achievement of which we are rightfully proud
is the production of the five millionth Underwood
Standard Office-Size Typewriter which came to the
end of the production line in our Hartford factory
on Sept. 13. This crystallizes the advancements in
the typewriter field during the past 40 years, and
" is but an index of future accomplishments.

P. D. Wag_oner
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Our feeling at this time is one of continually in-
creasing confidence of the progress of the office
equipment field. We have supreme faith in our
country’s future, and we believe that the improve-
ments made each year will continue with ever-
increasing momentum.

All over the country out-moded forms of business
writing and accounting are being replaced by new
machines, to give more quickly, more accurately,
better results for the mutual benefit of producer
and consumer alike.

*% * ¥

Daniel Upthegrove

Chief Executive Officer, St. Louis Southwestern
Railway Lines

N DEC. 15, 1939, the Court approved our appli-
‘cation to spend $2,082,754 on additions and
betterments to the property during next year. We
also contemplate spending approximately $3,377,899
in maintenance of way, $3,668,702 in maintenance of
equipment, and $40,000 in advertising during the
coming year. All of these expenditures, of course,
are contingent upon our ability to finance them out of
prospective earnings during 1940.

* * *

A. N. Williams

President, Lehigh Valley RR. Co.

For the railroads, the year 1939 constitutes a ray
of sunshine—breaking through skies which have been
more than cloudy. Better business gave the rail
carriers more traffic. Rail management responded

with an operating efficiency little
short of remarkable. As a result,
the railroad industry will record
a net income of about 100 million
dollars after all charges, com-
pared with a deficit of more than
123 million dollars in 1938.
Carloadings for the year should
reach 34,125,000, an increase of
129, when compared with 1938.
The increase was progressive
throughout the year—5.49, in
the first quarter; 9.79, in the
second quarter; 14.797, in the
v third quarter, and 179, in the
“photo by laSt quarter.
Blank & stoller  (Qperating revenues will show

A. N. Williams  an increase of about 460 million

dollars, or nearly 139, when com-
pared with last year. The carriers spent about 135
million dollars additional for maintenance of plant
and equipment. Taxes will total about 365 million
dollars, an increase of nearly 25 million dollars—the
highest tax bill since 1929.

But the test of operating efficiency is always
reflected in transportation expenses—the cost of
moving the freight and passengers over the road.
With an estimated increase in operating revenues of
460 million dollars, transportation expenses will rise
only about 60 million dollars—a most satisfactory
showing indeed. As a result, net railway operating
income should approximate 600 million dollars, an
increase of more than 609 and the best showing
since 1931.

As we turn to the future, we face uncertain factors
which are not confined to our own shores. While the
conflict abroad naturally stimulated our business in
some measure, it is apparent that the trend was
rising even before the war began. This makes us
hopeful that we may hold our present traffic volume
and possibly increase it 5 or 109, in 1940.

In any event, the railway plant has been maintained
in good physical condition, and it is being improved
currently. Traffic volume which has risen sharply
has been handled in a highly satisfactory manner.
The railroads are ready for more traffic when it




534

comes. This has been evidenced in the recent months.
From Sept. 9 to Oct. 21, a period of only six weeks,
carloadings increased nearly 30%—the largest in-
crease in the shortest period in railroad history. The
railroads met this test with good service and practi-
cally no car shortage.

As T see it, this indicates that the railroads are
getting more out of their power and equipment than
ever before. Trains are moving faster and shipper
cooperation in loading and unloading is making more
cars available. In addition, cars and locomotives
which have not been needed for some time are now
being repaired and placed in service at a rapid pace.
Moreover, approximately 60,000 new freight cars
will have been installed or ordered during 1939.

In this connection, it is well to keep in mind that
the railroads are always spending money for capital
improvements—even during periods of business
depression. Over the period 1932-38, such expendi-
tures exceeded $1,700,000,000. During these years
1,124 new locomotives and more than 157,000 new
freight cars were placed in service. Capital expendi-
tures in 1939 will probably exceed 360 million dollars
—an increase of 133 millions when compared with
1938. With the exception of 1937 expenditures for
permanent improvements will probably exceed those
of any other year since 1930.

It is true that retirement of obsolete locomotives
and cars greatly exceeded installation of new equip-
ment. But we cannot escape the fact that the rail-
roads now handle more traffic with less cars and
locomotives. As earnings permit and for greater
efficiency and economy, there will always be the
desire to avail of the newest types of cars and loco-
motives. But this does not necessarily mean a
buying wave of large proportions. Railroads must
live within their income.

The rail carriers enter 1940 with a renewed hope
even if they are not unduly optimistic. The results
for 1939 have eased conditions in the railroad in-
dustry temporarily. But they do not provide a sound
or permanent solution to conditions which the rail-
roads have been facing for some years and which are
due largely to the lack of a sound national trans-
portation policy. What the railroads need is only
what the public at large needs—a transportation
policy in this country that will play fair with every-
body. ‘

% * %

- Langbourne M. Williams Jr.

President, Freeport Sulphur Co.

At a time when the emphasis of domestic and
foreign policies of .the nations of the world is pre-
dominantly on raw material supplies, the crude
sulphur industry begins the year 1940 in a position

; to fill all the anticipated sulphur
needs of the United States with-
out dependence upon outside
sources.

In analyzing the changed po-
sition today of this industry, it
is necessary to look back a
quarter of a century. When the
American industrial system felt
the first,shock of the World War
abroad, the United States was

| dependent to a considerable ex-
tent upon foreign countries for
the element sulphur.

‘In 1913, the nation consumed
the equivalent of 907,704 long
tons of sulphur. Of this only
230,112 tons, or approximately

one-fourth, was crude sulphur or brimstone produced
in the United States. Moreover, only 2.69%, of all
the sulphuric acjd produced in the United States
wasYmade from brimstone.

Today, although the consumption of all forms of
sulphur has more than doubled since 1913, approxi-

L; M. Williams Jr.
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mately two-thirds of sulphur consumption is do-
mestically produced brimstone. Brimstone is now
the source of 609, of the sulphuric acid used in this
country. That we are able to meet our own industrial
needs for sulphur without dependence on other
nations is another of the steps toward national secur-
ity during the past 25 years resulting from the
engineering skill and initiative of private industry.
In the year just ended, which brought great ex-
pansion io the application of chemistry and chemical
processing to industry and agriculture, crude sulphur
shipments were the third largest in the industry’s
history, being exceeded only by the record year
1937 and by 1929. And sulphur’s important part
in new industrial developments was again emphasized.
In the petroleum industry, the new alkylation
process was introduced employing sulphuric acid as

* the catalytic agent for reforming into super-quality

fuels gases formeily wasted at refineries. Five plants
producing alkylation fuel are already in operation

‘and six others are being either built or planned.

Although a large part of the sulphuric acid is reused,
the amount expected to be consumed eventually
will probably regain for sulphur the position in the
petroleum industry which it partially lost through
the introduction in 1932 of solvent refining methods.

In the kraft division of the paper industry, the
Mathieson Alkali- Works recently announced the
production of synthetic salt cake, expected to play
an important role in the kraft pulp industry in the
South. This synthetic salt cake, manufactured from
sulphur and a standard alkali, takes its place with
the achievements of other domestic producers in
assuring adequate supplies of this important chemical
raw material, of which half of our past consumption
has been imported.

During 1940, sulphur is expected to follow the
index of general industrial production. In at least
one branch of sulphur’s industrial uses—the chemical
industry—indications point to a year surpassing
the impressive showing of 1939. Expenditures for
new plants and plant extensions in 1940 may be
estimated at more than $100,000,000, which would
be more than a 1009, increase from 1938 and more
than a 259, increase from the estimate for 1939.

% % %

R. L. Williams

Chief Executive Officer,
Chicago & North Western Railway Co.

From surveys I have caused to be made and also
based on information I have been able to secure
from various business men on my recent trips over
the line, I feel that we can look forward confidently

to a continued increase in busi-
ness for the ensuing year. I say
this for the reason that there do
not seem to be any excessive
inventories, and industrial con-
cerns generally report a good
backlog of orders, sufficient to
bring them well into the spring
of 1940. There has been a
noticeable reduction in unem-
ployment throughout our terri-
tory, and it is hoped that this
situation will continue to improve
during the coming year. Taking
all of the angles studied into con-
sideration, I have faith to believe

R. L. Williams that we will enjoy & greater
business in 1940 than was the
case last year.

Our maintenance expenditures during 1940 will
no doubt run in the neighborhood of $32,000,000,
or practically the same as for the previous year,
although that figure might have to be increased by
several millions of dollars if conditions should improve
to an extent that additional equipment maintenance
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would be necessary. As to the purchase of new
equipment, no definite program has been worked
out as yet. If traffic demand should be such that
certain additional cars or power might be needed,
we will, of course, have to alter our plans accordingly.

Railroad costs as a whole are receiving much
attention. Local taxing bodies have been forced to
recognize some of the inequities of the past. How-
ever, the social security and retirement taxes have
placed a burden on the railroads for which no com-
pensation has or apparently can be found in increased
revenues.

# L

Edward Foss Wilson

President, Wilson & Co., Inc.
The Outlook for the Meat Industry

Although consumption increased about a billion
pounds in 1939 as compared with 1938, and each
person in the United States ate approximately seven
pounds more meat in 1939 than he did in 1938, it

seems probable that consumption

per capita will continue to in-

crease throughout 1940. Reports

and data issued by the United

States Department of Agriculture

indicate that meat production

will expand next year, and that

most of the increased production

will be consumed in this country.

The Institute of American

Meat Packers recently estimated

that production of meat during

1939 was the greatest since 1934,

with most of the increase having

been brought about by the large

expansion in the production of

Edward Foss Wilson pork. As in the past year, most

of the increase in production in

1940 will be brought about by a substantial increase
in the production of pork.

It is believed by Government experts that pro-
duction of all classes of meat, with the exception of
pork and lard, will be about the same in 1940 as in
1939. Hog marketings will increase substantially
over those of last year, and these increased hog
marketings will contribute substantially to enlarged
meat packing operations during 1940.

Expogts of meat products during 1939 showed some
improvement up to the beginning of the war in
Europe, but after that time, fell off somewhat,
largely owing to a decline in exports of pork. It is

expected, however, that meat and lard exports will

increase somewhat during 1940, but there is little
in the outlook to show that the increase will be very
substantial. Exports of pork products and of lard
are expected to show the greatest increase, but any
estimate at the present time is highly uncertain and
much will depend on activities both here and abroad.

Inasmuch as exports of meat and meat products
during 1940 are not expected to increase substantially,
it is believed that, following increased supplies,
domestic meat consumption in 1940 will be some-
what greater than in 1939. The increased supply
probably will offset an improvement in demand,
according to Government reports, and prices during
the next few months, at least, will not be greatly
different from prices during the last year, according
to these same reports.

Current wholesale prices of most cuts of meat are
at an unusually attractive level and are substantially
lower than the peak levels reached in September,
1939. According to the most recent Government
figures available, wholesale prices of fresh pork loins
are about 459, lower than they were in September;
Boston-style butts are 389, lower; smoked hams are
from 15 to 239, lower, and bacon is 209, lower.
Beef is wholesaling at levels from 9 to 209, lower
than the peak levels of last September; veal prices
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are 15 to 229 lower, and lamb prices are about
259, lower.

During last year, prices of two important products
of the meat packing industry—bacon and lard—
declined to the lowest levels in five years. Since
early last summer there has been some improvement,
but at present they still are considerably lower in
price than a year ago. :

In the case of lard, consumption has been increasing
and further improvement will occur during 1940.
The production of lard during 1939 was about the
same as the average of the five years, 1929-33, and
it is expected that production will increase in 1940.

It is impossible to predict how the meat packing
industry will fare in 1940. The fact that operations
will be on a virtually normal basis is an encouraging
factor, as is the fact that demand during 1940 un-
doubtedly will be stronger than in 1939.

* * *

C. E. Wilson

President, General Electric Co.

We in the General Electric Co. confidently expect
that in both capital goods and consumer goods,
business in the electrical industry will be better in
1940 than in 1939.

Late in 1939 the output of
electricity reached new all-time
high levels, clearly indicating the

! continuing need for more capital

§ goods for the generation, trans-
mission and distribution of elec-
tricity. These high levels also
reflect increased industrial ac-
tivity and the more urgent re-
lated need for capital goods for
plant modernization and for low
cost production by means of
efficient electrically energized
equipment.

Larger farm incomes and ex-
panding payrolls in manufactur-
ing and service industries should
further stimulate the growing

demand for consumer goods as represented by home
appliances for better living.

A greater appreciation of the relationship of good
light to good sight, together with the application of
new forms of lighting, broaden the outlook for this
field.

Through research and invention, new services—and
new opportunities for more widespread employment—
are constantly being made available.

In reaching these conclusions, due consideration
has been given to the uncertainties arising from con-
ditions abroad, as well as to our unsolved domestic
problems, but in support of our confidence, we are
increasing our expenditures and commitments not
only in anticipation of, but as an aid to, better
business in 1940. :

C. E. Wilson

* L I

Anonymous

A Prominent Oil Executive

THE rather decided and abrupt changes that
occurred in the industry during the year 1939
call for an attitude of caution in approaching 1940.
The uncertainties which obscured the trend in
September have now been largely removed and it
becomes more evident every day that whatever
improvement may take place in the oil industry
must come as the result of general improvement in

' the United States. The warnings which have been

sounded in other industries, that we should not
expect a boom to result from war demand, apply,
even more specifically, to the oil business. It is
apparent now that the total volume of export trade in
petroleum products will probably be reduced dras-
tically as the result of war and very likely will
offset to a considerable measure any increase that
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reasonablyJcan be expected in domestic consumption
as the result of general improvement in the United
States.

One very pronounced change which occurred in
the industry recently has been the rapid growth of
the distillate fuel market which has been out of
proportion to the increase in the consumption of
gasoline to such an extent that it appears that some
refiners have been prevailed upon to process crude
oil for its distillate fuel oil content; the gasoline
concomitantly made, for which there was no im-
mediate market, helped to swell the already existing
surplus of that product. If the practice continues
the industry will enter the gasoline consuming season
of 1940 with a surplus estimated at about 20 million
barrels.

It is expected that, over a number of years, the
more general adoption of the new refining processes
throughout the industry will make it possible to
bring the output of gasoline and distillate fuels back
into balance with their consumption inasmuch as
some of the newer processes, besides being more
flexible, will yield a larger fraction of distillate fuel
oil. It is likewise possible that a somewhat better
balance in the output of these products could be
realized by refiners with their present equipment;
but in any event, it is quite obvious that it is ex-
tremely unsound to permit a secondary product,
that is, distillate fuel, to overshadow the industry’s
major product—gasoline. )

The oil industry has been built and geared to
supply gasoline. For the United States in total, 459
of the crude oil run to refineries comes out as gasoline
and to this is added a quantity of natural gasoline so
that the relationship between the total output and
the crude intake is about 509,; in some districts,
east of California, it goes as high as 709,. It seems
unnecessary to elaborate on the simple statement
that with all products coming from a common
supply, namely crude oil, the required production
of the principal product should control the output of
secondary products. .

In the crude oil division of the industry a healthy
reduction in the formerly burdensome crude oil
inventories resulted from the shut down in August.
However, the material effect of this was largely
offset by the aforementioned increase in gasoline
inventories. Considering this, along with the fact
that a substantial part of the crude oil production
east of the Rocky Mountains comes from uncon-
trolled fields in Illinois and further the recent dis-
covery of prolific deeper production in that State,
it is apparent that the crude oil division has a long
way to go before it can relax in its vigilance. It is
hoped that the hearings on the proposed Federal oil
control bill will bring out the many advantages of
adequate State conservation laws to the end that the
producers in Illinois will demand the same protective
legislation in their own State.

% % *

Charles Deere Wiman
President, Deere & Co.

LOOK for the farm equipment business for 1940,
through the winter and up until the spring—
around May 1—to be reasonably good.

The recent rise in farm commodity prices has helped
the total cash farm income to the extent that some
forecasters are predicting for 1940 a considerably
better total cash farm income next year than the one
just closed. Of this account, it would seem reason-
able to expect that the purchase of farm equipment
will be on a somewhat more liberal basis in the year
ahead.

Our predictions are made only to May 1 for the
very good reason that by that time next year’s crop
conditions, the quantity of same, and likewise prices
onl (tlhe crop will govern the amount of farm equipment
sold.
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R. J. Wysor

President, Republic Steel Corp. .

The steel industry entered the mew year with
unprecedented monthly records of production im-
mediately behind it and many uncertainties just
ahead of it. ‘

Following some months of
steady improvement through the
spring and summer, the outbreak
of the war in Europe found the

erating at about 63%
From that level
operations climbed rapidly until
they had exceeded 93%.
j»In September and October,
orders greatly exceeded the ca-
pacity of the mills to produce
and large backlogs were built up
by many companies in the in-
dustry. By November the first
flood of orders had slowed down.
However, they continued at a
fair rate through December and
the year closed with sizeable
order backlogs in the industry.

One factor in the industrial outlook for 1940 is the
program of national defense, which will be greatly
expanded. No large purchases of steel by belligerent
countries have been made in this country since the
war started. Some increase in exports both to bellig-
erents and to neutrals is indicated for the coming
months.

Although the building up of inventories was one
of the elements in the upturn of steel production,
there is no evidence that stocks have been increased
to an unreasonable level. Larger inventories are
needed because the consumption of steel is greater.
Such steel consuming industries as automobile, rail-
road equipment, building construction, aircraft,
shipbuilding and machinery are operating at high
rates of activity.

The outlook contains many uncertainties. Among
them are the war in Europe, the Presidential election,
and numerous domestic problems, which must be
solved if there is to be genuine and lasting improve-
ment. However, the prospects are for a good rate of
operations in the steel and other heavy industries

‘R. J. Wysor

% %

William P. Witherow .

President, Blaw-Knox Co., and Chairman, Committee
on Employment, U. S. Chamber of Commerce

Viewed from present indications, 1940 business
should be better, on the whole, than that of 1939.
While the current high rate may not continue
throughout the year, it is reassuring to note that
the present weighted average of
industrial activity compares fa-
vorably to 1937 and 1929, and
with more people employed in
® manufacturing industry than at

| any time in a decade.

§ In spite of this high rate of
employment, manufacturing in-
dustry is chronically indicted in
certain circles for its so-called
delinquency in providing jobs
for the 10,000,000 unemployed”
—a figure popularly referred to
in discussions of the subject. It
is unfortunate that this situa-
tion has not been more thor-
oughly clarified. True statistics
v of the total number of unem-
ployed have not been available, thus no foundation |
is provided for the accuracy of the habitually used
10,000,000 figure. By allowing this undoubtedly

inflated estimate to stand unchallenged, business
(Continued on pages_569 and 587)

W P. Witherow




OUR EXPORTS

1914-1915

The sharp increase in our exports during the clos-
ing month of the year, and the recent tapering off
of domestic demand for many lines of goods, have
turned attention again quite sharply to the question
of so-called war orders and the possibility of further
sharp increase in the extent to which foreign coun-
tries, belligerent and otherwise, may turn to this
country for needed supplies of all kinds during the
year to come. A revived interest is accordingly
manifest in the course of our export trade during
the earlier months of the World War, although
much of the discussion is given over to a priori argu-
ment concerning the differences which seem to exist
between our trade relations with the remainder of
the world and the state of affairs existing at the
outbreak of war in 1914 and the months immediately
following.

Examination of the actual export figures during
the earlier period and those for the past few months
do show a number of markedly different trends, but
they also reveal at other points a general course
strikingly similar to that of 25 years ago. It will
be recalled that while a certain revival of our ex-
port trade, which had fallen to an extraordinarily
low level, took place in the autumn of 1914, it was
not until December that the increase in the total
attracted much attention. Even then the improve-
ment was in large measure due to what appeared
to be a threatened world shortage of breadstuffs.
The wide variety of purchases in this country, at
least so far as actual export shipments are con-.

1939-1940

cerned, was a later development. It was not until
the month of January, 1915, was .well toward its
close that some fairly clear glimpses were obtained
of what was in store for this country in the way
of foreign demand. In reviewing the year 1915 the
“Financial Review,” then regularly published by the
“Chronicle,” remarked that during the month of
January “many developments tended to stimulate a
decidedly more hopeful feeling but trade
continued on a very restricted scale,” adding that
“ground for very sanguine views was found in the
state of the country’s foreign trade. The return for
December, issued about Jan. 20, had few parallels
up to that time in the favorable balance disclosed,
mainly owing to the tremendous grain shipments at
high prices. It was obvious, too, that this
exceptional foreign trade situation must continue
during 1915 unless indeed peace should come, and,
as a matter of fact, subsequent returns were des-
tined to reveal yet more striking results.”

It was true, of course, that subsequent returns
revealed striking results, but there were a number
of developments in our export trade during the first
three or four months of the World War which
naturally were not disclosed in the total export
figures. In retrospect, some of these changes are
of special interest. They furnish an excellent back-
ground greatly assisting in the task of interpreting
the developments in our export trade during the
past few months. In the accompanying Table I we
Lave brought together the figures showing not only
the total of our domestic exports of merchandise,
but the total shipments of each class of goods.

TABLE I-—EXPORTS OE UNITED STATES MERCHANDISE
(In Millions of Dollars)

Crude Materials
for Use in
Manufacturing

| Crude Foodstuffs

Food Animals

Foodstuffs Partly
or Wholly
Manufactured

Manufactures
Ready for
Consumption

Manufactures for
Further Use in
Manufacturing

and

1914 1915 1914 1915

—
©
—
»

1915 1914 1915 1914 1915 1914 1915

201.6
171.6
183.9
159.0
157.5
154.1
151.0
108.2
153.2
190.3
200.0
240.6

263.6
294.3
292.3
289.0
269.3
264.1
264.7
257.1
295.6
321.8
321.2
352.8

68.6
75.6
61.2
44.4
44.3
30.5
26.7
23.9
43.7
56.4
44.4
47.2

80.8
60.2
56.3
37.6,
37.8
32.9
22.7
12.2
18.2
32.3
42.3
57.1
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52.4
51.7
63.7
62.6
58.6
58.1
52.5
324
44.0
53.6
53.2
56.1

64.0
734
80.7
90.5
97.5
110.4
118.8
113.2
122.4
128.7
149.5
161.2

41.1
47.7
55.2
46.6
40.8
46.4
47.6
42.2
44.5
53.7
48.4
55.9

29.5
28.5
32.9
31.8
30.4
31.8
29.6
16.2
21.2
28.6
25.7
38.9

30.1
28.5
33.2
38.5
36.9
40.2
42.1
40.7
42.4

49.8
58.0
52.1
59.4
38.8
26.0
16.6
25.9
32.5
304
25.8
26.8

29.2
22.1
23.0
19.6
20.1
20.1
18.0
18.6
26.8
37.4
36.2
37.7 -

41.5
46.4
52.7

2,071.1 3,486.0 490.5 566.8

275.3

404.9 308.9 607.7 345.0 468.7 628.9 1,315.1

From these figures certain facts may be noted at
a glance: (1) Even through to the end of 1915 there
was no sustained improvement of great consequence
in our exports of raw materials. The year 1915, it
is true, recorded an advance of proportions over
1914, but the latter year was a poor one in any
event, and furthermore, it of course sustained dur-
ing the first month or two after the outbreak of war
a sharp reduction in the exports of raw materials,
due doubtless to the chaotic conditions then exist-
ing in shipping and elsewhere, and the 1915 record

is without question in pagt a result of higher prices.
(2) A very sharp increase took place almost at once
in our foreign shipments of raw foodstuffs, chiefly
wheat. This movement, however, had largely spent

itself before the end of 1915. (3) Foodstuffs, partly
or wholly manufactured, recorded a broadly similar,
although somewhat less marked, course during the
earlier months, but was able to maintain itself
throughout the year 1915 very much more success-
fully. (4) Manufactures for further use in manu-
facturing, or what are ordinarily known as produc-
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ers’ goods, were much slower in reflecting the war
situation, but by about the middle of 1915 began
to show gains which carried through to the end of
the year. (5) Manufactured goods ready for con-
sumption did not begin to show marked increase
until late winter and the spring of 1915, at which
time the war order frenzy, if such it may be termed,
began to make itself felt, but from that time for-
ward the gains from month to month were striking,
to say the least. In discussing the developments of
the month of April that year the “Financial Review”
said that “the main feature . . . was that orders
of huge dimensions for munitions of war, arma-
ments, &c., were inducing not a few manufacturing
concerns to turn from their ordinary line of work,
in which they had encountered so much idleness, to
these new fields of industry, thereby insuring a
special kind of activity for the time being.”

Jan. 27, 1940

But if marked variation occurred in the type of
goods which first felt the stimulus of war, the devel-
opments in this respect were no more striking than
those having to do with geographical distribution
of our export shipments. German and Austrian
purchases as such, that is, direct purchases such as
would be recorded as shipments to Germany or Aus-
tria in the official figures, virtually disappeared at
once, although there was a slight and temporary
revival of such exports at the turn of the year.
Among other countries, however, some changes of
exiraordinary interest occurred. In the accompany-
ing Table IT we bring together the exports to the
three chief belligerents, the United XKingdom,
France and Russia (in Europe), and a group of
neutral countries whose takings from us were with-
out doubt, as Great Britain was at pains to point
out, in some substantial part destined for Germany.

TABLE II—UNITED STATES EXPORTS OF FOREIGN AND DOMESTIC MERCHANDISE
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So far as the United Kingdom and France are
concerned, it will be observed that their purchases
from us began to increase at once, or almost at once,
and continued without substantial abatement
throughout the period under review. Russia in
Europe was for a time largely cut off from our mar-
kets, but managed later to get our goods through
in greatly enlarged volume. Among the neutrals,
The Netherlands, Italy (neutral until May, 1915),
Denmark, Norway and Sweden showed increases as
promptly as did the leading belligerents, but with-
out exception were obliged to be satisfied with

smaller amounts of our goods as the British Navy
tightened its controls upon goods allegedly designed
for Germany and Austria, although shipments to
lthese countries remained throughout the period
under review substantially above what they had
been during the months immediately preceding the
outbreak of war.

To give a more detailed picture of the develop-
ments of that period we present Table ITI showing
the course of our exports of a number of individual
items as reported by the Department of Commerce
at the time,

TABLE III—EXPORTS OF UNITED STATES MERCHANDISE
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We turn now to the commodities most markedly
affected. One of the most dramatic developments of
the period was the increase in shipments of horses
and mules, chiefly to France but also in large num-
bers to the United Kingdom and Canada. Hardly
less dramatic and, by reason of the volume involved,
much more important were the increases in our
exports of breadstuffs, chiefly wheat, wheat flour,

igitized for FRASER
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and corn. This, however, was more or less a world
demand, our shipments greatly increasing to all
parts, or almost all parts, of the world. There was,
of course, a sharp increase in our exports of explo-
sives, but the movement, strange as it may seem, did
not assume really important proportions until the
spring of 1915. There was a substantial volume of
war buying of copper, but our total exports did not
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change substantially, due doubtless to diminished
purchases elsewhere. There was a marked increase
in shipments of chemicals, although of course, as
compared with the situation at the present time, we
were then not very important in the chemical indus-
try of the world. Certain countries, such as, for ex-
ample, France and Italy, took greatly increased
amounts of cotton from us, but the change in the
total shipments was not as great as might have been
expected. Motor vehicles soon came into large de-
mand, as did a number of iron and steel products,
such as machinery, particularly metal-working ma-
chinery, to the United Kingdom, France and Can-
ada. Boots and shoes, chiefly men’s, soon were in
large demand after a few months, as were a wide
variety of packing house products.

Much stronger export markets for our products
also developed during the World War in those coun-
tries where the increased demand was for the most
part only indirectly the result of the conflict in
Europe. In the accompanying Table IV we show
total foreign and domestic exports to the North
American countries about us, to South America,
and to Asia. While it is true that Canada in North
America and Russia and Japan in Asia were par-
ticipants in the World War, the figures here pre-
sented are probably for the most governed much
more by indirect than by direct war factors. Ex-
ports to Canada in any event showed no marked
change during the first year and a half of the con-
flict. Japan was hardly more than technically at
war with Germany, while Russia in Asia was not
a controlling factor in our exports to Asia. It will
at once be seen that while our sales to these parts
of the globe swelled very substantially, the move-
ment was of an observably later origin than was
generally the case with the more important bellig-

events and those neutrals so situated that they con-

stituted convenient routes through which goods
‘could for a time at least pass from this country to
the warring Powers of Central Europe.

TABLE IV—UNITED STATES EXPORTS OF FOREIGN AND

DOMESTIC MERCHANDISE
(In Millions of Dollars)
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We now turn to the export figures of the past
few months. Obviously exact parellels or contrasts
cannot be drawn. There are several reasons for
inability to make such comparisons, any one of
which would constitute a formidable obstacle. In
the first place detailed export figures are not avail-
able as yet for the last month of 1939, or, for that
matter, in fully comparable form for even November,
and in a number of cases for October. In the second
place, the export figures as now published by the
Department of Commerce are presented in a form
which makes exact comparisons with those of 25
years ago difficult at best. Finally, certain funda-
mental changes, both geographical and other, have
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taken place in our export sales in the interim. We
now normally sell much larger quantities of semi-
manufactured and wholly manufactured goods
abroad than was our custom in 1914, and our trade
with South America and Asia has grown very sub-
stantially in the meanwhile. France now normally
buys somewhat more from us than she did in the
earlier period, but the changes that have occurred
elsewhere in Europe are of a much less drastic
nature than those which are to be noted in the cases
of South America and Asia, except in the case of
Germany, to which we have of late years been send-
ing our goods in very much smaller amounts than
was the case before the World War. The loss of
the German market—that is, the direct access to
this market—which of course has this time as in
1914 been prompt and complete, has accordingly
been.a matter of much less importance in the show-
ing made by the total figures than was the case 25
years ago.

In view of the fact that war on a large scale
broke out in Europe this time a month later in
the year than was the case in 1914, and considering
that for the most part hostilities have been con-
ducted on a scale in no way comparable with those
of the closing months of 1914, it is rather remark-
able that an observable increase in our foreign ship-
ments of goods should have occurred almost at once,
and, generally speaking, have Dbeen maintained
through the latest available figures—no less remark-
able by reason of the restrictions so promptly and
vigorously placed upon shipments and shipping.
The accompanying Table V brings together the
more general statistics bearing upon this situation
so far as they are as yet available. The increase
in total shipments of domestic merchandise is easily
movre substantial than that which occurred during
the corresponding early months of the World War—
notwithstanding the disappointment apparently
felt in some quarters with the showing thus made.
It was hardly to be expected that precisely the same
products would be most markedly affected, and an
inspection of the figures will quickly show that the
most spectacular gains were, in some instances, at
least wholly different, although semi-manufactures
and finished manufactures are again proving not
to be laggards in the movement.

TABLE V—UNITED STATES EXPORTS OF DOMESTIC

MERCHANDISE—1939
(In Millions of Dollars)

Manu-
factured
Food-
stuffs,
&e.

Crude
Food-
stuffs’

Semi- | Finished
Manu- | Manu-
factures | factures

210.3
216.0
264.0
227.6
246.1
233.3
226.7
248.2
284.0
323.2
287.0
357.8

14.6
15.2
15.7
13.8
16.1
13.5
15.0
15.9
21.3

35.5
34.9
45.7
41.0
48.2
48.5
46.0
53.5
59.0

1074
118.1
150.9
137.0
140.5
139.7
131.4
133.8
129.4
27.5 64.5 | 1424

17.3 63.2 | 1429
* * *
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* Not available.

The most obvious difference is that vlast time it
was the breadstuffs, chiefly wheat, which were in
sharply increased demand from abroad at the earli-

est moment, while this time it is cotton. The
causes are not obscure, and indeed are well known
to the informed, but the fact is of interest none-
theless. The sharp increase in crude materials
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(which in 1914 were quite sluggish), beginning, as
a matter of fact, before the major Powers were
actually at war but continuing through to the
present, is doubtless in large part a reflection of
the greatly enlarged shipments of cotton, which,
incidentally, are understood to be only in part a
reflection of the barter agreement with Great
Britain. . In 1914 the sharp rise in exports of bread-
stuffs swelled foodstuffs columns, which this time
show relatively small increases. There is good rea-
son for believing, as a deduction from such Decem-
ber figures as have become available, that both
semi-manufactured and manufactured goods closed
the year with a record of improvement quite com-
parable with, probably above, that made in the
fourth month of the World War.

It is perhaps when we turn to the countries which
show the most marked improvement as markets for
our goods that we find the most striking similari-
ties with the situation as it unfolded itself in 1914.
Here it has proved impossible to obtain exactly
comparable figures for the two closing months of
the year, but the September and October data, plus
such information as is available concerning exports
to these countries during the later months of the

The Commercial & Financial Chronicle

Jan. 27, 1940

year leave little doubt about the general trend. The
United Kingdom, for example, at the very outbreak
of war again began to take more of our goods.
There was some decline in October, but that month
made a better showing than any previous month in
1939, and if we may judge from the partial figures
available the upward trend continues to this day.
The situation as regards France is not so clear. In
this case it will be necessary to await later figures.
The picture is clear and emphatic as regards such
neutral countries as Denmark, Norway, Sweden,
Ttaly and The Netherlands. 'Both the figures pre-
sented in the accompanying Table VI and the later
but more incomplete data show without question
that this time as last this group of countries are
proving an excellent market for our goods—a fact
which without question lies at the root of Great
Britain’s determination to restrict to the utmost of
her ability shipments to these countries. Canada
‘and such neutrals as the South American and
Asiatic countries, largely dissociated in any direct
way with the war in Europe, are meanwhile making
a record which so far is surpassing that of 1914, as
the figures presented in Table VI and previous
tables clearly reveal.

TABLE VI—UNITED STATES EXPORTS OF FOREIGN AND DOMESTIC MERCHANDISE—1939
(In Millions of Dollars)
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‘When we turn to individual products most mark-
edly affected to date we find, as already indicated,
that foodstuffs are taking a back seat this time,
while cotton is playing the stellar role, but while
not quite so obvious, the fact that such items as
steel mill manufactures and iron and steel advanced
manufactures are beginning to show precisely the
type of stimulation they felt during the early
months of the World War. It may well be that at
least some of these products by now would
have shown a more marked increase were it not for
the fact that we have for a good while past been
doing a flourishing export business in precisely

these goods, and the further circumstance that our .
own Government is pushing a large-scale prepared-
ness program of its own. Although it is well known
that France at least has bought substantial num-
bers of trucks in this country, the export figures
do not as yet show a marked reflection of the fact.
Industrial chemicals have, however, begun a rather
marked spurt which may well portend further ad-
vances even comparable (giving full weight to the
growth and general development of our chemical
industry in the interim) to that which took place
in some departments of this industry during the
second half of the first year of the World War.

TABLE VII—UNITED STATES EXPORTS OF DOMESTIC MERCHANDISE—1939
(In Millions of Dollars)

Iron & Steel
Advanced
Manu-
factures

Steel
Mill
Manu-~
factures

Industrial
Machinery

Motor
Trucks,
&c.
(New)

Motor
Cars, &c.
(Passenger,
Neu)

Electrical
Machinery
and
Apparatus

Meat
Products

Aircraft
Parts, &c.

Industrial
Chemicals
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‘What the future maj hold for us in the form of
export demand for our goods must, of course, await

i p://fraser.stlouisfed.org/

development, but considering the “proof” that has
(Continued on page 569)




ELECTRIC UTILITIES during 1940

The year 1939 was significant in the electric
power and light field in that no serious threats of
additional punitive legislation were effectively pro-
posed, and no new public power projects were estab-
lished to compete with private enterprise. Further-
more, during the first three quarters of the year, at
last, not only was the industry free from the bitter
political attack on its rates and practices which
had characterized the attitude of the present Ad-
ministration toward private electric operations dur-
ing the preceding six years, but public power en-
thusiasts in Washington were forced into an agree-
ment limiting the zone of operations of the Tennes-
see Valley Authority to the Tennessee River water-
ghed. And, finally, although most of the privately-
owned electric utilities in Tennessee were trans-
ferred to public hands durin’g the year, with the
transfer of distribution systems in northern Ala-
bama, northern Mississippi and southern Texas simi-
larly arranged, only 26 of the 51 voting subdivisions
in the country favored public ownership of their
local service systems, as compared with 106 of the
172 voting communities during the preceding year,
and by far the greater proportion of these new public
ownerships was confined to the valleys of the Ten-
nessee River in the Southeast and the Colorado
River in Texas, where funds of the National Treas-
ury had been distributed with great abandon.

But what of 1940? Will this lessening antagonism
toward private rendering of electric service be con-
tinued throughout the year, or were the first nine
months of 1939 just another of those breathing
spells? With a presidential election falling in 1940,
will the New Deal attempt to legislate another lend-
ing-spending program of vast proportions to instill
in the needy a proper respect for the present Admin-
istration? With national defense on the congres-
sional agendum, will congressional public power
exponents attempt to convert this fundamental
activity of government into a vehicle for further
excursions into the field of private utility enter-
prise? What threats will arise during 1940 to suc-
cessful electric utility investment?

In modern warfare an attacking force usually
lays down a withering barrage in advance of its
offensives to cripple and demoralize the opposition,
and to clear away as many defense facilities as
possible. In like manner the New Deal has released
devastating barrages of propaganda in derision of
private electric utility rates and managements as a
prelude to each of its past expeditions into the field
of privately-rendered electric service, in an endeavor
to arouse public antipathy toward private enter-
prise and to insure public acceptance of its ruthless
tactics. Such a propaganda campaign was directed
at privately-owned electric utilities during the late
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fall of 1939, which probably presages another raid
on private utility enterprise.

On Nov. 15 Leland Olds, Chairman of the Federal
Power Commission and Vice-Chairman of the Na-
tional Power Policy Committee, warned a meeting
of engineers in .Washington that private utilities
must accept the Administration’s viewpoint that
the production and transmission, if not the actual
distribution, of electricity constitute national prob-
lems with which the National Government should
deal, and cooperate with existing or proposed public
projects in the distribution of their hydro-electric
supplies. On Nov. 18 Tennessee Valley Authority
Director David E. Lilienthal accused privately-
owned electric utilities of the Southeast of openly
obstructing the Administration’s rural electrifica-
tion program. And on Nov. 20 Federal Works Ad-
ministrator John F. Carmody told the people of
South Carolina that the privately-owned electric
utilities do not operate in the public’s interest.

Furthermore, on Nov. 21 the Securities and Ex-
change Commission issued a report citing dividend

-arrearages on utility preferred shares and pointing

to the need of wholesale capital readjustments. On
Dec. 5 the National Power Policy Committee began
a series of meetings with Eastern utility executives,
ostensibly to determine the capacities of their sev-
eral systems to meet the increased electric demands
that might arise from foreign war orders or the pos-

_sible involvement of the United States in present

hostilities, but more probably to establish the need
of further public invasion of the electric service
field. And all during the fall, Washington dis-
patches have recited the need of a super-grid to link
heavy-consuming industrial centers of the North-
east, the Southeast and the Middle West, and have
called for the construction of the St. Lawrence navi-
gation and power project, both as necessary national
defense measures. It would seem evident, then, in
the light of this sudden revival of public power
propaganda, and in the face of this spontaneous
attack on private utility enterprise, that some
variety of New Deal expedition into the field of
electric service is about to get under way.

But the particular form of political advance on
the electric service front—the exact terrain selected
for occupation—is not so simple of determination,
for just as an attacking force may shell one sector
to draw support to that area and thereby weaken
defenses at another point, so the final objectives
of past New Deal attacks on the electric power and
light industry have often been unrelated to the sub-
jects of advance propaganda. Yet it would seem
that the coming New Deal assault will be waged
more along broad regulatory and reformatory lines
by the SEC than through an attempt to further in-
vade privately-served territory, although such an
expedition is also under way.

First, it would appear that not only will integra-

| tion activities of the SEC be accelerated but that a

more ‘energetic attempt will be made to break up
large utility aggregations. Second, the SEC will
probably institute a drive for the elimination of
preferred arrearages, the readjustment of capital
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structures, and the redistribution of voting power
of many holding company systems as a collateral
move toward integration. And third, Commission
invasion of the jurisdiction of State utility com-
missions, and Commission interference with electric
utility financing will probably be expanded. In
addition, the Administration will doubless exert
relentless pressure for the establishment of a public
power project in the International Rapids section
of the St. Lawrence River to furnish “yardstick”
competition with private enterprise in the only sec-
tion of the United States now without huge Federal
power undertakings. Each of these potential lines
of attack is worthy of more detailed examination.

But Dbefore appraising the likelihood of more
aggressive integration activties, it might be well to
review the passage of the holding company legisla-
tion through both houses of Congress, for in this
manner an adequate appreciation may be gained of
the attitude of the congressional power bloc toward
the existing law and its administration, and toward
electric holding companies as an agency of private
enterprise. It will be recalled that the holding com-
pany bill, as first approved by the Senate, effectively
abolished all electric utility holding companies
through the device of limiting their ownerships to a
single integrated utility system; that the House re-
fused to join in the emasculation of a corporate in-
strument which had largely made possible the
extension of electric service to practically the entire
Nation in the first half-century of its existence; and
that the present Act is, in its major provisions, the
product of compromise between House and Senate
conferees. But what may not, perhaps, be so well
appreciated by many is that the Senate conferees
reported back to their colleagues that the conference
bill, in the main, was the same bill which the Senate
had previously adopted, and would accomplish all
the major purposes of the earlier bill.

Accordingly, although the Public Utility Act of
1935 reads, in subsection (b) of Section 11:

It shall be the duty of the Commission, as soon as possible
after Jan. 1, 1938: (1) to require by order . that
each registered holding company . shall take such
action as the Commission shall find necessary to limit the
operations of the holding company system to a
single integrated public utility system ¢ Provided,
however, that the Commission shall permit a registered
holding . company to continue to control one or more ad-

ditional integrated public utility systems, if . . . it
finds that (A) Bach of such additional systems cannot be

operated as an independent system without loss of sub- '

stantial economies . (B) All of such additional sys-
tems are located in one State, or in adjoining States, or in
a contiguous foreign country; and (C) The continued com-
bination of such systems is not so large i
as to impair the advantages of localized management,
efficient operation, or the effectiveness of regulation,

the congressional power bloc has persisted in claim-
ing that the intent of the Senate, at least, was to
limit a holding company to one, if possible, but
certainly not more than two integrated systems.
And for that reason the SEC has been forced to
carry on its integration activities under the watch-
ful eyes of over-zealous reformers, bent on ham-
stringing, if not actually destroying, the holding
company device. :

Furthermore, since the execution of this “death
sentence” for electric utility holding companies be-
came mandatory upon the Commission “as soon as
possible after Jan. 1, 1938,” and since the integra-
tion activities of the Commission, aside from ex-
haustive studies of registered holding companies,
have consisted largely of requiring all such com-
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panies to file tentative plans of integration by
Dec. 1, 1938, and of attempting the integration of a
few holding companies whose reorganization plans
required Commission approval, certain members of
the congressional power bloc have reportedly de-
manded immediate and -drastic integration action
by the Commission, under threat of a bitter attack
on the floor of Congress and a demand for the
removal of Commissioners unsympathetic to virtual
death for holding companies. And, obviously, with
54 holding companies, controlling 666 operating sub-
sidiaries in all sections of the land, now registered
under the Act, the probabilities of an intelligent
solution to this highly technical and complicated
problem of wholesale integration are not enhanced
by crusading pressure from a radical congressional
group.

For one thing, certain of the restrictions with
which the Act has surrounded the retention by a
holding company of more than one integrated public
utility system are highly susceptible of conflicting
interpretations. It would seem apparent that the
requirement that “each of such additional systems
cannot be operated as an independent system with-
out the loss of substantial economies which can be
secured by the retention of control by such holding
company of such system” is, at its worst, only a
straw-man which few holding companies would find
difficulty in defeating in any attempt to retain de-
sirable operating units. And while the restriction
that “the continued combination of such systems
under the control of such holding company is not
so large (considering the state of the art and the
area or region affected) as to impair the advantages
of localized management, efficient operation, and
the effectiveness of regulation” might prove a more
formidable opponent, due to its ambiguity and sus-
ceptibility of varied interpretation, most holding
companies could probably retain their existing sub-
sidiaries under any but a punitive interpretation.
But the remaining requirement that “all of such
additional systems are located in one State, or in
adjoining States, or in a contiguous foreign' coun-
try” might well justify the designation of this sec-
tion of the Act as the “death sentence” under any
but liberal and sympathetic interpretation.

In all probability no majority of either our Sen-
ators or Representatives favored an Act, during the
half-year this legislation was under consideration,
which would have permitted a holding company to
retain a nation-wide string of operating units, -
merely because they were located in adjoining
States, for the obvious legislative intent was to
break up all far-flung “utility empires,” whether or
not their service areas adjoined one another. But
it would seem equally improbable that any such
majority intended the creation of legislation which
would restrict holding company ownerships solely
to operating systems in adjoining States. Left to
itself, it seems reasonable to assume the SEC could
arrive at some ingenious interpretation of this re-
quirement which would permit holding companies
whose operations are confined to two, or three, or
four well-integrated systems to continue existing
ownerships, whether or not all of those systems were
located in adjoining States, and still serve the will
of Congress. But under the goadings of a congres-
sional “wrecking crew,” many desirable existing
controls may be disturbed to the eventual disadvan-
tage of consumers and investors alike,
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There remains, however, another reason why more
intensified integration activity by the Commission
. may be expected in the immediate future. Broad as
are the powers conferred on the Commission by the
Act of 1935, and clever as is its construction, many
of the brighter legal minds surrounding that body
entertained grave doubts in the past whether cer-
tain of its provisions could be sustained in any ex-
tended court action, and whether the United States
Supreme Court, as then constituted, would confirm
the Commission in many of the mandatory acts re-
quired of it. But with the complexion of that court
now completely changed, and with a majority of its
members apparently in sympathy with New Deal
philosophy, the Commission no longer fears the
acid test of Supreme Court scrutiny, and is ready
“to stick its neck out.”

The anticipated SEC drive to eliminate dividend
arrearages, readjust capital structures and redis-
iribute the voting power of registered holding com-
panies and their subsidiaries stems from certain
mandatory provisions of the Holding Company Act.
“It shall be the duty of the Commission,” reads sub-
section (a) of Section 11, “to examine the corporate
structure of every registered holding company and
subsidiary thereof to determine the extent
to which the corporate structure of such holding
company system and the companies therein may be
simplified, unnecessary complexities therein elimi-
nated, voting power fairly and equitably distributed
among the holders of the securities thereof, and the
properties and business thereof confined to those
necessary or appropriate to the operations of an
integrated public utility system.” And in its en-
forcement of this requirement of the Act the Com-
mission has evolved the “priorities theory” of capi-
tal readjustment and voting power distribution,
which classifies preferred dividend arrearages as
accumulations of unpaid interest, with a claim on
assets and earnings senior to that of the preferred
shares themselves, and it has already applied this
innovation in the reorganization of two registered
holding companies, both of which, incidentally, were
legally solvent.

In its findings and opinion in the reorganization
of Utilities Power & Light Corp., the Commission
concluded that reported earnings of the past had
not been correctly stated, due to inadequate depreci-
ation and depletion charges, and did not, therefore,
reflect the true earning power of the corporation.
And, accordingly, the class A, class B and common
shares were excluded from any participation what-
soever in the reorganized undertaking. Again, in
its recommended plan of reorganization of Com-
munity Power & Light Co., the Commission held
that because of present financial condition, past
earnings and future prospects, “the interest of the
[existing] common stock in the company’s assets
and earnings is at best slight,” and, therefore, it
granted 95.04% of the new common stock to the
old preferred stockholders and less than 5% of the
new common to existing common stockholders. :

Important as these findings are in themselves,
they take on added significance when read in con-
nection with the Commission’s report on the divi-
dend status of preferred stocks of registered hold-
ing companies and their electric and gas subsidi-
aries. For the Commission found that as of the
close of the 1938 calendar year, based on an anal-
ysis of 518 preferred stock issues with a liquidation
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value of $4,206,365,075, the public alone held utility
preferred shares with a liquidating value of $1,580,-
648,416 on which dividend averages averaged 23.6%,
while the total liquidating value of all outstanding
preferreds with dividend arrearages, however held,
was $1,950,297,864, on which dividend accumula-
tions were equivalent to 26.2%. And, naturally, if
the Commission should decide to extend the “priori-
ties theory” previously applied in the Utilities
Power & Light and the Community Power &
Light reorganizations to the broad utility field,
integration of registered electric utility holding
companies could be approached from a wholly
new angle, through shifting the voting control of
subsidiaries with preferred arrearages from paren-
tal holding companies to private investors holding
their preferred shares. )

The possibility of increased SEC interference in
electric utility financings during 1940 has been
sharply advanced by the Commission’s refusal a
month ago to permit Consumers Power Co. to issue
$10,000,000 in bonds to finance a like amount of
new plant construction, although the Michigan
Utilities Commission, which had jurisdiction over
this intrastate operating utility and was charged by
Michigan law to protect electric: consumers within
its borders, had alieady given its full approval to
the financing program. To be sure, this refusal
may have represented nothing more than an Admin-
istration attempt to harass Wendell L. Willkie,
Board Chairman of Consumers Power and President
of its parental Commonwealth & Southern Corp.,
but agencies of government—especially New Deal
agencies—are loath to surrender any of their
newly-gained powers until directed to do so by the
highest court. And with the language of the Hold-
ing Company Act so ambiguous that nothing short
of its clarification by the United States Supreme
Court can determine whether the SEC has full juris-
diction and complete control over every conceivable
act of utility management, plus the fact that the
congressional power bloc is now riding the Com-
mission for its failure so far to execute holding com-
panies under the “death sentence” of the Act, it
will be surprising if the Commission does not fur-
ther impose its will on electric utility managements
in future financings, and further invade the juris-
dictions of the sovereign States,

So much for potential regulatory ana reformatory
activities by the SEC. During 1940 the American
people will be faced for the second time since the
New Deal came into power with the possibility of a
huge navigation and power development in that
stretch of the St. Lawrénce River which forms the
common boundary between the State of New York
and the Canadian Province of Ontario. Ever since
the St. Lawrence Deep Waterway Treaty of 1932
failed of ratification by the United States Senate,
in 1934, the present Administration has pressed un-
ceasingly for a new treaty with Canada which would
authorize the joint development of the International
Rapids section of the stream, largely because of all
our public power projects, proposed or established,
this undertaking has been the President’s particular
pet. He promoted it enthusiastically as Governor
of New York, he listed it as one of the “four great
Government power developments in the United
States,” in the course of a campaign speech at Port-
land, Ore., in September, 1932, toward the construc-

(Continued on page 558)




BANK CLEARINGS in 1939

... .. and the Course of Trade and Speculation

HE recovery movement which had its beginning

in the middle of 1938, after some hesitation in

the early months of 1939, was carried forward in

the latter part of the year to within striking dis-

tance of the 1937 peak. The level reached by indexes

of general business in the closing months of the year

was not substantially below the banner year 1929,

~and some of the major subsidiary indexes reached
heights never before attained.

It is necessary to record, however, that the year’s
economic attainments were not wholly the conse-
quence of natural forces, but rather were largely
attributable to the calamity which overtd‘ok Europe
in September in the form of a general war. In
addition, they were greatly influenced by deficit
spending of the Federal Government, which was in
the largest volume since 1936. These were such
major influences on the course of business in 1939
that it is difficult to say in what degree natural
forces may have been operating. As pointed out
recently by a careful observer, the longest period
in American history had elapsed before producing a
new peak in productive achievement, from which it
can be inferred at least that natural forces gather-
ing in the 10 years since 1929 must by now have
attained sizable proportions and should be affecting
the course of business upward. Again, however, it is
an open question to what extent such accumulated
forces have been dissipated by the injection of infla-
tionary funds into the economy by the New Deal
Administration.

The outbreak of war in Europe started a move-
ment toward expanding inventories, partly because
of actual need, but probably chiefly on account of
fear of material shortages and price increases, and
anticipation of orders from abroad, expected to be
engendered by the war. The adjusted index of in-
ventories in the hands of manufacturers of the
National Industrial Conference Board shows that
the downward trend in stocks of raw materials was
reversed in September, and at November the index
was up to 93.0 from 89.5 in August. Finished goods
were at 108.1 in September, the lowest since April,
1937, but by November were up to 114.6, the highest
since- May, 1938. According to the magazine
“Steel,” steel inventories of buyers increased 22%
from Sept. 1 to the end of December.

The export figures did not show marked enlarge-
ment, unconnected with usual seasonal movements,
however, until December, when shipments abroad
were the largest for any month since March, 1930.
For the year 1939 shipments totaled about $3,124,-
619,000, compared with $3,057,169,000 in 1938, $3,-
298,929,000 in 1937, and $2,418,969,000 in 1936.
Imports last year, estimated at $2,300,000,000, com-

pared with $1,949,624,000 in 1938 and §3,009,852,000
in 1937. December’s figure represented the largest
monthly inflow of goods in more than two years.

That the business community was not wholly con-
vinced that the recovery movement would continue
and be extended was evidenced by the action of the
stock market in the closing months of the year and
in the opening weeks of 1940. Although stocks were
boosted up sharply in the first days of the war, they
closed the year only slightly higher in the averages
than they were at the end of 1938; and in the new
year receded below the 1938 close.

The New York “Times” business index, which at
the start of 1939 stood at 93.3, declined to a low
of 86.0, first in April, then again in May and June,
from which point it rose to a peak of 107.3 in Novem-
ber and closed the year at 106.8. Last year’s figures
compare with the 1938 low of 75.0, the 1937 high of
111.2, and the 1929 peak of 114.8.

Assisted largely by stepped-up activity in the
steel, glass, and cotton industries, the adjusted in-
dex of industrial production of the Board of Gov-
ernors of the Federal Reserve System in December
of last year established a new monthly peak of 128.
The previous monthly high of 125 was recorded in
June, 1929. The production index for the year just
ended averaged about 106, compared with 86 in 1938,
110 in 1937, and 119 the record high of 1929. Steel
ingot production in November was the largest
monthly output on record and cotton consumption
in both October and November was the largest
recorded for those months, and only a little lower
than the peak monthly output of March, 1937. Out-
put of electricity established a new yearly high as
well as a number of new weekly peaks during the
year. |

Construction contracts awarded in 1939 were the
largest since 1930 but, according to figures com-
piled by the “Engineering News-Record,” private
construction last year totaled only $890,707,000 out
of $3,002,856,000 aggregate of public and private,
whereas in 1930 private amounted to $1,784,037,000
of the $3,173,259,000 total. Our own compilation of
building permit figures also rose last year to the
highest level since 1930, but remained lower than
any year in the period 1919 to 1929, inclusive.

Of course in viewing all of these figures judgment
must be tempered by the realization that the popu-
lation of the country has increased by an estimated
8% since 1929. '

Bank clearings outside New York City rose to
$138,409,614,074 in 1939, an increase of 8.5% over
1938, when checks cleared amounted to $127,554,-
968,367; in 1936 clearings totaled $146,344,564,369.
Corporation profits, as compiled by the Federal Re-
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serve Bank of New York, in the first nine months
of 1939 rose to $727,500,000 compared with $425,-
400,000 in the same period of 1938. They were sub-
stantially lower than 1937, however, when $1,254,-
600,000 was earned. No doubt the figures for the
year as a whole were considerably better considering
the greater activity in the last quarter.

Commodity prices, which did not participate in
the 1938 upturn in business, rose considerably
directly after the outbreak of war and continued at
a relatively high level for the balance of the year.
The Board of Governors of the Federal Reserve
System’s seasonally adjusted index of freight car
loadings rose every month from May to November,
but declined in December.
82 compared with 60 for April, and was the highest
since April, 1937. The Board’s department store
sales adjusted index rose to 96 in December, seven
points higher than a year earlier and the highest
since 1931. _

Last year’s national income is estimated at $68,-
500,000,000, compared with $63,993,000,000 in 1938,
$71,853,000,000 in 1937, $65,226,000,000 in 1936, the
depression low of $40,089,000,000 in 1932, and the
record high of $82,691,000,000 in 1929. Farm cash
income, including that derived from Government
payments, did not rise in as great proportion last
year, totaling $8,300,000,000 in comparison with
$8,109,000,000 in 1938, $8,988,000,000 in 1937, §7,944,-
000,000 in 1936, $4,328,000,000 in 1932, and $10,479,-
000,000 in 1929.

The Reserve Board’s adjusted index of factory em-
ployment rose to 103 last November, 10 points
higher than a year earlier, and the highest of any
month since November, 1937. The average for the
11 months of last year was 96, compared with 90 in
1938, 109 in 1937, and 106 in 1929. Figures of the
number actually employed in the final months of
1939 were not very different from the 1929 average,
but the number unemployed in November last was
as high as 8,511,000 compared with an average of
only 429,000 in 1929. The comparison is explain-
able by the 8% increase in the population in the
past 10 years. But it is indicative of the fact that
business activity must rise to a level considerably
higher than 1929 before we can expect to have any-
where near full -employment and emerge from our
economic difficulties.

The amount of new capital acquired by industry
last year from the sale of new securities was the
smallest since 1934, totaling only $371,249,537, com-
pared with $871,998,950 in 1938 and $1,225,012,213
in 1937. It is expected that a large increase in the
flotation of securities for new capital purposes must
attend any substantial recovery, and how deficient
the 1939 total really was is only revealed when
placed against a year like 1929, when such issues
aggregated no less than $8,639,439,5660. That the
Federal Government has not been similarly hesitant
about raising new capital, or, in this case more ap-
propriately new indebtedness, is only too well
known and quite evident from the trend of the

The Commercial & Financial Chronicle

The November index of

545

United States debt. In 1939 there was an increase
in the gross debt, less balance in the general fund,
of $3,110,789,729 last year and $2,049,054,777 in
1938. The reason for the increase is plainly enough
shown by the budget deficits of recent years; in the
fiscal year ended June 30 last the deficit amounted
to $3,542,267,954, and for the 1938 fiscal year, $1,
384,000,000. It is now estimated for the current
fiscal year ending next June 30 at $3,932,813,641,
and for the one following at $2,176,231,570. Such a
record, to say the least, is not inspiring to business.
But it is to be hoped that Congress will show a con-
tinuance of the spirit which persuaded it to discard
last year’s spending-lending bill, which was not the
least of the factors which provided business with
needed confidence.

The huge export excesses of the past two years
were to a considerable extent responsible for the
record influx of gold into the country during the
past year. But a more important factor was the
heavy capital movement to this country, which in
recent years has resulted from the anticipation and
outbreak of warfare in Europe. Last year no less
than $3,573,906,000 gold arrived here, after deduct-
ing exports, by far the largest for a single year on
record, and in 1938, $1,973,570,000 of the metal
arrived. The country at the end of 1939 had gold
stocks valued at $17,643,449,666, estimated to equal
around 609% of the world’s supply used for mone-
tary purposes. Aside from other dangers associ-
ated with the acquisition of this vast hoard, it was
largely responsible for the tremendous rise in excess
reserves which occurred last year. It was dangerous
enough at the beginning of the year, when the excess
was in the three billions, but far worse when it
tuoched no less than $5,534,000,000 last October.
The elements of danger involved extend even beyond
the inflationary. And the prospect of war induced
sales abroad for more of the metal should be judged
with equanimity concerning the advantages to this
Nation.

Labor disturbances were a serious obstacle to
business last year. The automobile industry was
especially harassed, General Motors, as a result of
jurisdictional jealousy of rival unions, suffering a
minor interference with its operations in June, and
a major interruption in July and early August.
Chrysler was closed down nearly all of October and
November, in what was believed to be the longest
labor dispute in the history of the automobile indus-
try. Probably even more detrimental to the econ-
omy was the bituminous coal strike, in which virtu-
ally the entire industry was brought to a standstill
from the beginning of April to the middle of May.
The welfare of the entire Nation was threatened,
finally, when serious coal shortages commenced to
develop, particularly in New York City.

Even relief workers last year sought to exert
pressure against their employer, who in this case
was the Federal Government, through the strike
medium, although the implications in this instance
were more political than economic. It was start-
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ling to the entire country when, on July 7, building
workers on the Work Projects Administration proj-
ects in New York City and elsewhere were called
out by American Federation of Labor locals in pro-
test against reduced wage rates ordered by Con-
gress. For here was a subsidized minority complain-
ing of the price paid for “made work.” In principle,
such a movement contained a dangerous threat to
the entire political system. The movement, how-
ever, never reached lérge proportions, for while as
many of 77,627 workers were reported out at one
time by Washington officials, the number repre-
sented only a small fraction of the 2,400,000 persons
employed by the WPA. Topular feeling was un-
sympathetic, and the movement died down in a
little more than a week.

Labor Department statistics reveal that in the
first nine months of 1939 strikes started involving
971,191 workers, nearly 50% more. than the entire
year 1938, when strikes involved 688,376 workers.
Man-days idie in the three quarters of 1939 totaled
13,765,522 compared with 9,148,273 in all of 1938.
And it is to be remembered that the Chrysler strike
involving, before it ended, from 50,000 to 60,000 and
lasting two months, occurred in the last quarter of
the year. The number of strikes which started in
the nine months of 1939, totaling 1,801, compares
more favorably with the 2,772 strikes that started
in 1938, than do the other strike statistics. ;

The bituminous coal strike, which started April 3,
initially involved about 320,000 men and ultimately
340,000, or about 95% of the industry. It came
about because negotiators had not succeeded in
reaching an agreement to replace the labor contract
for soft.coal miners in the Appalachian area which
expired March 31, and continued until mid-May.
The repercussions were widespread, for available
supplies of the fuel were running low in many

"places. In New York City the situation was becom-
ing particularly serious and continued operation of
the transit system was threatened; in fact, transit
operations had to be curtailed 25% when the situa-
tion started to become acute, Under the agreement
which the operators and John L. Lewis’s United

.Mine Workers entered into, it was stipulated that
new miners had to become members of the U. M. W.
This was important to the union leaders, who re-
sented efforts of the A. F. of L.’s Progressive Miners
of America to invade the coal fields.

The strike in the plants of the Chrysler Corp.,
which started Oct. 9, initially involved 16,000 men,
and before its conclusion, 54 days later, 50,000 or
60,000 workers were on strike. The countless num-
ber made idle in other shops as a direct result of
the Chrysler standstill was doubtless enormous.
The strike started as a “slow-down,” a worthy off-
spring of the ill-conceived “sit-down.” With work-
ers handling only every other car on the assembly
line, the company had no choice but to cease opera-
tions. The settlement concluded provided for a
wage increase of approximately $6,000,000 a year,
in the aggregate; it is estimated that wages lost by
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Chrysler men alone in the idle period amounted to
no less than $15,000,000.

General Motors Corp. was harried by the rivalry
of the two factions in the United Automobile Work-
ers, first by the A. F. of L. group in June, and then
in July by the Congress of Industrial Organizations
union. The strike called by the A. F. of L. affiliate
June 8 was almost entirely ineffective; in three of
the four plants involved only 1% or 2% of the work-
ers responded, and in the other, where about 10%
walked out, only a temporary shut-down was neces-
sitated. It was called off June 14 when, according
to the union, the company agreed to recognize it
as a bargaining agent.

The walk-out initiated by the C. I. 0.-U. A. W. on
July 5 was a different affair, however. It was
aimed only at production on 1940 models and
started with 7,500 tool and die workers. Before an
agreement was reached, Aug. 4, 150,000 production
workers had been made idle. Ostensibly it was
occasioned by union demands for higher wages,
which in the final settlement were not granted. The
accepted cause, however, was the contention be-
tween the two labor organizations for power over
General Motors workers. The company was placed
in the disturbing position of not knowing which
union it ought to deal with, and its request to the
National Labor Relations Board to determine which
should have bargaining rights was said by the Board
to be receiving “routine attention.” The request at
least set a precedent, for previous NLRB rulings
had limited such petitions to organized labor. Un-
der the settlement reached the management agreed
to recognize the U. A, W.-C. I. O. grievance com-
mittees in plants where no other union claimed bar-
gaining rights. Pending settlement of rival union
claims, collective bargaining was to be frozen.

Law and order were belatedly upheld by the
United States Supreme Court in three decisions ren-
dered Feb. 27 declaring sit-down strikes unlawful
and invalidating orders of the NLRB that sit-down
strikers be reinstated by their employers. The
cases concerned dated back as far as 1937. It was
considered that the rulings would mark the end of
this type of illegal coercion, and some evidence that
this was the case was immediately produced when
400 workers staging a sit-down at the South Bend,
Ind., plant of the Bendix Corp. left the building
directly after the high tribunal had announced its
decision. It was coincidental that the same plant
was the scene of the first major sit-down in the
United States in 1936.

Another important ruling handed down by the
court last year was contained in two decisions an-
nounced by the justices, March 27, holding that a
State may tax the income of an employee of the
Federal Government, and that the Federal Govern-
ment may, in turn, tax the income of a State em-
ployee. At the time these precedent-making rulings
were being rendered, Congress was completing pass-
age of the Public Salary Tax Act of 1939, providing
for such reciprocal taxation, but specifying that
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such taxation should not be retroactive. Legal
precedents of nearly 100 years’ standing were re-
versed by the ruling, which permits a more just
distribution of the tax burden.

But to return to the paramount development of
the year:

The war in Europe, which started with the Ger-
man invasion of Poland, Sept. 1, climaxed a period
of increasing political tension on the Continent, dat-
ing back to the occupation of the Rhineland and
inauguration of the German rearmament program,
shortly after the accession of Herr Hitler to leader-
ship in the Reich in 1933. There is no need to detail
the events which followed upon other events in the
years preceding 1939 ; most of them were so shocking
as to make an ineradicable impression nearly every-
where. But despite the occurrences of the past few
years and of early 1939, which cast such long
shadows on the course of future European history,
the actual commencement of warfare came as a dis-
tinct shock on all sides. Everyone had become,
by September, 1939, accustomed to unresisted
acts of aggression against weaker nations, and had
come to consider that another would probably be
treated as preceding ones. It was perfectly appar-

ent also that the memory of the physical horrors and
terrific economic cost, as well as the utter futility
of the 1914-18 debacle, had hardly had time to be
eradicated from men’s minds, and it was inconceiv-
able that such recollections could be so utterly dis-
regarded by the Powers who held conflicting

opinions as to the rights of one nation or another.

Even casual contemplation of the economic
positions held by the large European nations indi-
cated that only fear of national extinction or severe
economic degradation should possibly persuade
them to launch themselves into another major war.

But if so, such a dread must have made itself felt
last September.

From the beginning of last year events occurred
in Europe with such frequency as to allow only brief
breathing spells to the world markets. The Spanish
civil war was about ended with the fall of Barce-
lona at the close of January, and came to its final
conclusion March 29. Even before it was ended,
however, Germany on March 14 and 15 occupied
Bohemia and Moravia and made a “protectorate” of
Slovakia ; Ruthenia went to Hungary, thus complet-
ing the liquidation of the former Czechoslovak
State. The episode served a severe stock to inter-
national confidence and resulted in Great Britain
canceling impending trade talks with Germany and
calling her Ambassador home from Berlin. The
French also recalled their Ambassador, and Premier
Daladier asked and ireceived extraordinary powers
to make an immense workshop of France. He took
occasion to serve notice to possible aggressors that
France would not be tricked or intimidated into
giving up an inch of its territory. Also in March
the Reich “persuaded” Lithuania to return the city
of Memel to Germany. Details concerning the argu-
ments used were not announced.
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As early as March the Danzig Corridor question
became a point of active concern, and on March 29
Germany and Poland entered into diplomatic con-
versations on the problem, according to reports.

Interest in the German-Polish question, however,
was suspend for a time by the invasion and an-
nexation of Albahia by the Italians in April. The
action had broader implications in that it suggested
joint action by the axis partners in the Balkans.

In May, apprehension over the European situa-
tion declined somewhat, but was renewed toward
the end of June and continued to cast a cloud over
the world’s markets all summer. On Aug. 20 and 21
came the announcements of the Russo-German trade
and non-aggression pacts, and it became apparent
that little hope remained for peace. The gravity of
the situation was further disclosed when on Aug. 25
the - British withdrew official support from the
pound sterling, on the 28th introduced regulations
coverning holdings of nationals in foreign securities,
and on the 29th Parliament voted extraordinary
powers to the Cabinet. The invasion of Poland by
German troops on Sept. 1 was followed by declara-
tions of war on Germany by England and France,
Sept. 3, The conquest of Poland by the Germans
and the division of her territory between the Ger-

‘mans and Russians was an accomplished fact before

the month was over. When the German conquest
was virtually completed the Russians sent an army
of occupation into the country from the east,
Sept.' 17. Very little fighting developed on the
Franco-German border, apparently because an

-attack by either side against the strong defenses of

the other must result in terrific losses by the attack-
ing party. The conflict developed, therefore, into
an economic siege of Germany which the latter
hoasted she could withstand indefinitely, having
Russia as a source of needed supplies.

Russia, taking advantage of the general conflict,
proceeded in October to exert pressure on the small”
Baltic countries, Estonia, Latvia and Lithuania,
which resulted in their granting Russia military
hases in their territory. Similar pressure brought
against Finland was resisted and resulted in Russia
attempting an invasion of that country in Novem-
ber, so far unsuccessfully. The Russian action
against Finland not only had the effect of immedi-
ately extending the territory involved in combat,
put furnished grounds for suspecting that hostili-
ties might later be carried against the Balkan
countries.

However, the year’s important news was not con-
fined to that from abroad. :

The Congress, which convened on Jan. 3, 1939, and

‘adjourned about seven months later, conducted

itself with a greater degree of deliberation and inde-
pendence than has been evidenced by that body since
Mr. Roosevelt took up residence at the White House.
In this respect it carried on from where the Seventy-
fifth Congress left off, but with added courage, de-
rived from the anti-New Deal successes at the polls
in November, 1938.
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In the opening month of the year the Congress
gave indication of its attitude by cutting $150,-
000,000 from the relief appropriation bill covering
the period Feb. 1 to June 30, 1939. It softened its
tone somewhat before the last word was said on the
subject, and in response to President Roosevelt’s
plea for the restoration of the $150,000,000 deducted,
restored $100,000,000. As to $50,000,000, however,
the legislators were recalcitrant.

Probably the severest blow dealt the Administra-
tion, and a most laudable one, was the complete
defeat of the proposal to expend over a seven-year
period $3,860,000,000 on “self-liquidating” projects.
This was the first “pump-priming” measure to be
defeated since President Roosevelt took office, and
perhaps foreshadows a return to sanity in Govern-
ment spending. Another setback to the Administra-
tion’s prestige came with the defeat of the Neu-
trality Act, which Congress refused to pass at the
regular session. The Rooseveltian forces later, how-
ever, had the satisfaction of seeing the law enacted
at the special session, in the autumn.

A Government reorganization measure was passed
in 1939, but minus the objectionable features of the
bill which was rightly defeated a year earlier.

Tax revision was undertaken with a view to
removing some of the business deterrents in the
existing law. The result was the rescinding, as of
Dec. 31, 1939, of the small remaining tax on undis-
tributed corporate income of companies earning
over §25,000 a year, left in the law passed in 1938,

~which reduced the tax to rather harmless propor-
" tions; in place of the surplus tax a flat 18% levy

was imposed on corporation income. The capital
stock tax law was also revised. Of further benefit
to business was the postponement until 1943 of the
advance in the social security tax. The existing law
had provided for an increase in the rate from 1% to
1% % Jan. 1, 1940, and further increases in subse-
quent years starting with 2% in 1943. As revised,
the rates originally fixed for the years starting with
1943 remain unchanged, but the 1% rate stays in
effect from Jan, 1, 1940, to Dec. 31, 1942,

A precedent of long standing in taxation concepts

- was set aside when both Congress and the United

States Supreme Court acted in favor of reciprocal
taxation of Federal and State employees. Congress
approved a bill providing for such taxation, but
specified it should not be applied retroactively.

A recess study of tax revision was undertaken in
accordance with a House resolution. It was con-
ducted by that body’s Ways and Means Committee.

The ideal of social security, with its tremendous
mass appeal, has been exploited on a grand scale in
recent years by persons and groups who, perhaps
sincerely, have attempted to force impossible old-age
pension systems through the Federal and State Legis-
latures, and havé, in fact, succeeded in their aim
in one or two States. The concept meets with such
popularity among a large number, either unable or
unwilling to recognize the fallacies and dangers of
the propositions, that in recent years such groups
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have acquired considerable political influence. In
such circumstances it is noteworthy that the House
killed a bill embodying the well-advertised Towns-
end plan by a vote of three to one. Nevertheless,
that such a scheme actually found as many as 97
Representatives willing to vote for it does not
redound to the credit of that body.

The Hatch bill, which was passed in the latter
days of the regular session, was designed to remove
politics from relief and to remove the power of
patronage from political activities. The measure
was inspired by the revelations of political use of
WPA funds in the 1938 elections. President Roose-
velt declared himself in favor of the objectives of
the law but did not lend it any active support. It
was believed enactment of this legislation would
lessen Mr, Roosevelt’s hold on the 1940 Democratic
National Convention by preventing members of the
Federal patronage machine from being delegates to
national party conventions.

The Smith resolution passed by the House in July,
providing for a sweeping investigation of the activi-
ties of the NLRB, has already uncovered sufficient
facts to prove that revision of the National Labor
Relations Act is very necessary. '

The neutrality law amendments which were
passed by the special session of Congress, called

‘into session Sept. 21, after the commencement of

warfare in Europe, provided occasion for a long
debate in the Senate, where nearly all concerned
were in favor of the objectives of such legislation—
keeping the country out of Europe’s wars—but were
disagreed upon the best means of accomplishing it.
The President in the end had his way, and the arms
embargo was lifted. The law and proclamation
issued under it provided for the sale of arms and
munitions to belligerents on a cash-and-carry basis;
American ships were banned from calling at ports
in the combat area, as defined by the President.
Travel by Americans in such zones and on ships
of warring nations was stringently restricted ; loans
to belligerents were banned. The law is far-reaching
in its economic aspects, and one can only hope that
it may succeed in its purposes. It instantly created
a problem for American ship owners and their em-
ployees, as well as for neutrals included in the “com-
bat zones” who are dependent on our ships for the
carrying on of their commerce. The law will un-
doubtedly create many more problems, both domes-
tic and international, before hostilities cease on the
European continent.

The gold sterilization fund and dollar devaluation
powers of the President were allowed to lapse
June 30, 1939, when Congress balked at extending
them; however, on July 6 they were extended to
June 30, 1941.

Although the 1939 Congress refused to pass the
tremendous lending-spending bill, already referred
to, it nevertheless will go down in history as having
passed the largest volume of peace-time appropria-
tions to date, estimated at about $13,000,000,000.
Included in the total are $2,000,000,000 of defense
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appropriations and $1,775,000,000 for relief. A
glimmering of sanity was disclosed in the midst of
the huge spending orgy when provision was made
in the relief appropriation law for a 30-day vacation
for “career men” on the WPA—those on the rolls
for 18 months or longer—as well as for more hours
of work per man without a proportionate increase
in wages. It was this that brought on the short-
lived strike of WPA workers, which fortunately
failed to influence the decision of Congress. '

Apart from its willingness to approve a tremen-
dous deficit, Congress may be said to have conducted
itself more approbriously last year than in many
a day.

The stock market in 1939, as measured by the
New York “Times” averages of 50 stocks (25 rails
and 25 industrials) listed on the New York Stock
Exchange, had a net change over the year of no
more than 1.49 points. At the year’s close the index
stood at 110.00 compared with 108.51 at the end of
1938. Regardless of the proxiinity of the year-end
figures, however, the year saw wide fluctuations in
values, which fact is more apparent from the range
for the year, which shows that from a low of 84.79,
April 11, the averages rose to a high of 114.27,
Sept. 13. Although for the entire year a small gain
is shown in the averages, at the end of each of the
first eight months the averages were lower than
at the end of 1938. In fact, at the end of August
the net loss for the year to then amounted to 12.06
points. The war rise in September jumped values
up 16.28 points, entirely wiping out the accumulated
loss for the first eight months and leaving a plus
balance of 4.22 points. While October and Novem-
ber saw 6.39 points erased from the averages, a rise
of 3.66 points in the final month enabled the year
to end with a meager net gain.

Trading volume on the New York Stock Exchange
in 1939 dropped to only 262,069,599 shares, the
smallest of any year since 1923; and if it had not
been for the interest in stocks, stimulated by the
outbreak of war, it is safe to say that the year’s
total volume might not have exceeded even that of
1923. It was the third successive year that volume
of sales declined, and the total compared with 297,-
466,722 shares in 1938; 409,464,570 shares in 1937,
and 496,046,869 shares in 1936, Compared with the
record volume of transactions recorded in 1929, last
year’s total was less than 25% as great.

Similarly the volume of stock transactions on
the New York Curb Exchange dropped to 45,729,888
shares, the smallest since 1925. Here, too, the fig-
ures have dropped steadily since 1936. In 1938 the
total was 49,640,238 shares; in 1937, 104,178,804
shares, and in 1936, 134,843,049 shares. ‘

The weakness which prevailed generally in stock
prices during the first half-year was largely attrib-
utable to the poorer than expected trade reports.

Instead of the generally anticipated improvement,

business slowed down for the first five months of
the year, and the Federal Reserve adjusted index of
industrial production, which was at 104 in Decem-
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ber, 1938, was only 92 in April and May, 1939. In
addition to the state of business, the market was
beset almost constantly with apprehension over the
political situation in Europe. One situation seemed
hardly to drop into the background when another,
more serious, would arise. There was the fall of
Barcelona in January, the Czechoslovakian coup
and Memel in March, Albania in April, and Danzig
and the Corridor all summer, climaxed by the Russo-
German pacts in August and the invasion of Poland
on the first of September.

Fear of a recurrence of the 191418 World War
experience of the dumping of American securities
en the markets by the belligerents was largely
removed by the British action of Aug. 28 prohibiting
dealings in and requiring registration of holdings of
American securities by English nationals.

The speculative furor which took hold in the stock
market and elsewhere in September was predicated
on the expectation that war in Europe would mean
greater demand abroad for American products. The
replenishing and expanding of inventories which
resulted from similar anticipations of business men
exercised an immediate influence on trade indexes
which, in turn, lent additional stimulus te the
stock market,

The 1939 and 1938 closing prices of certain New
York Stock Exchange stocks which follow give
some idea of the trend in different industries:
Allied Chemical & Dye closed in 1939 at 17615 com-
pared with 193 at the end of 1938; American Car &
Foundry closed last year at 3134 compared with
3414 a year earlier; American Smelting & Refining,
5034 as against 51% in 1938; American Telephone
& Telegraph, 1707 compared with 150; Chrysler,
8914, compared with 83; Consolidated Edison, 30%
compared with 811 ; Curtis-Wright, 1035 compared
with 734; Douglas Aircraft, 824 compared with
791%; du Pont, 182 compared with 15414 ; General
Motors, 5414 compared with 50; International Har-
vester, 61 compared with 607/ ; Johns-Manville, 721
compared with 103; Loew’s, 35% compared with
5414 ; Norfolk & Western, 2141, compared with 189;
Sears, Roebuck & Co., 8314 compared with 73%;;
Standard Oil of New Jersey, 437 compared with
5314 ; United States Steel, 6615 compared with 69%,
and Westinghouse Electric & Manufacturing, 1163
compared with 119%%. »

The bond market was carried to new heights in
1939, and the outbreak of war in Europe proved
only a temporary deterrent to the generally buoyant
tendency. The ease of bond rates was a reflection
of the large volume of idle funds in this country
seeking investment. With mnet gold imports of
$3,573,906,000 in the year, by far the largest on rec-
ord, excess reseryes of the member banks rose to.
several new peaks, the highest being reached Oct. 25
when the excess amounted to $5,534,000,000. At the
beginning of the year excess reserves were less than
$3,500,000,000, and at that level were feared to be
unmanageable in event of emergency.

Moody’s compilation of bond prices, based on
average yields, established record highs in the high-
grade classifications during 1939; the year’s peaks,
up to September, in the three corporate classifica-
tions were recorded in July and August, and in the
United States Government group in June. The
sharp setback in September changed the situation so
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abruptly that in all but the railroad group new lows
for the year were established before the month was
out. The reversal in Governments was so sharp that
prices dropped below their 1938 lows, notwithstand-
ing strong support from official sources. Subse-
quent recovery, however, brought prices at the year-
end to nearly the best levels of the year, and utili-
ties and industrials actually touched new peaks in
December, at which figures they closed the year,

The volume of bond trading on the New York
Stock Exchange rose to $2,046,083,000 in 1939,
slightly greater than the exceptionally small amount
traded in in 1938, but substantially under other
recent years. In 1937 the volume totaled $2,792,-
531,000, and in 1936, $3,576,874,000. Trading in
Governments on the Exchange rose considerably
from the low 1938 figure, but was not up to 1937.
In that group a total of $311,132,000 was transacted
‘last year in comparison with $127,366,000 in 1938

~and $348,644,000 in 1937.

Bond transactions on the New York Curb Ex-
change last year aggregated $444,497,000, compared
with $366,984,000 in 1938 and $442,361,000 in 1937.

The commodity price decline which started in the
spring of 1937 was checked in 1939, directly after
the commencement of hostilities in Europe. Meas-
ured by the index of the Department of Labor, the
low for the period was touched in the week ended
Aug. 19, 1939, when the average of the 813 com-
modities dropped to 74.6% of the 1926 level. In
the week ended Sept. 23 this generally slow-moving
index had risen to 79.5, which turned out to be the
high for the year. A minor decline which set in, in
the closing months of the year, brought the index
down to 78.7 in the week ended Dec. 16, but at the
year’s end the figure was up again to 79.4.

The trend as recorded by Moody’s index of 15
actively traded commodities, which is naturally a
more volatile measuring device, indicated that the
lowest point after the start of the decline in 1937
was reached in June, 1938, at 130.1, down nearly
100 points from the 1937 high of 228.1. According
to this index, prices were up to 143.6 at the opening
of 1939 and receded to the year’s low of 138.4 on
Aug. 15. The sharp upward movement that then
took place is in this index more graphically re-
vealed than in the Labor Department’s, for by
Sept. 22 it had rised to 172.8, which figure became
the peak for 1939. When the year closed this index
stood at 168.8.

It is evident from these records that an important
reversel of trend in commodity prices, in general,
coincided with the commencement of war in Europe.

The fact can be more effectively demonstrated by

examining the figures somewhat more closely. For
although the lows for the year in both indexes were
established in August, it was only after the actual
. invasion of Poland on Sept. 1 that the real rise
occurred. Thus, the Labor Department’s index
stood at 748 in the week ended Aug. 26; 75.3,
Sept. 2, and 78.4, Sept. 9. Moody’s rose from 140.3
Aug. 31 to 146.9 Sept. 1; it was up to 169.1 Sept. 7,
and, as already stated, reached its peak of 172.8
Sept. 22,

At the time it was impossible to say to how dan-
gerous a degree the upward movement might be
carried, for after watching the rapid chalkfng up
of prices in the first week of September it was diffi-
cult to view the facts in a realistic way. Many
speculators were seemingly convinced that war

I
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orders would overnight inundate domestic export-
ers, and that similarly foreign shippers would find
themselves unable to supply their foreign markets.
A dampening effect was produced by the realization
that revision of the Neutrality Act was necessary
before any war materials could be shipped to bellig-
erents. In spite of its being widely anticipated that
this would shortly be done assurance was lacking;
after all, Congress had refused to pass such an
amendment as recently as August.

The unjustified rise in the price of sugar, of which
huge world surpluses exist, influenced by the fears
of home consumers recalling their experiences of the
last war, when shortages developed, was stymied by
the action of President Roosevelt on Sept. 11 tempo-
rarily suspending sugar import and domestic mar-
keting quotas. At the same time the Department of
Agriculture called attention to the fact that no
actual shortage of sugar stocks exists. On Dec. 26
President Roosevelt proclaimed reestablishment of
the sugar quota system as of the first of the new
year, explaining that the conditions which prompted
their suspension had disappeared. )

As time passed, and more and more evidence accu-
mulated that war orders were not only not being
received in great volume, but that the belligerents
who were in'a position to buy in our markets did not
have the same need for our products as in 1915 and
1916, and in addition intended to bend every effort
to buy mostly within their own empires where the
exchange problem was not so important a factor, a
degree of sobriety was induced.

Wheat prices received an additional stimulus in
the fall of 1939 from the reports of weather con-
ditions in the greater part of the winter wheat belt.
The indications were, and they were borne out by
the first official report of the mewly-planted crop
issued by the Government Dec. 21, that fall seeding
had been delayed and to some extent suspended on
account of a moisture shortage described by the
Department of Agriculture as “acute beyond prece-
dent.” Seedings in wide areas were reported to
have been made in such dry soil that germination
and rooting had been seriously impaired. The sta-
tistics derived from these facts showed that the
condition of the crop as of Dec. 1 was only 55% of
normal, compared with a 10-year average of 809
for the date. It was the lowest condition figure
ever reported for Dec. 1, and furthermore markedly
lower than the previous low of 69% as of that date
in 1932. The facts pointed to a crop of about 399,
000,000 bushels for harvest in 1940, according to the
rough calculations possible at so early a date, the
Department reported. The 10-year average crop of
winter wheat has amounted to 546,396,000 bushels.
It was not until the end of December that heavy
snows commenced to relieve the situation.

The trend of last year’s wheat market was largely
determined by receipt of news from Europe concern-
ing the outlook for large-scale hostilities. Such re-
ports as the German acquisitions of Czechoslovakia
and Memel in March, and the Italian seizure of Al-
bania in April, and threatened hostilities over Dan-
zig culminating in the Russo-German pacts in Au-
gust, were bullish factors which induced traders to
discount the tremendous world supplies. From time

‘to time signs of continuing peace in face of these

circumstances dampened enthusiasm for the rise.
After the start of war, consideration was lent to
its possible duration and severity. The Russian
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attack on Finland in December gave substance to
the conclusion that the area involved would be wider
than previously indicated and might even extend to
the wheat-producing sections of Eastern Europe.
This and the poor outlook for next year’s domestic
crop sent prices to their peaks in the closing month.

On the Chicago Board of Trade, May wheat, which
opened the year at 69%4c.-69%,c., fluctuated rather
narrowly until its month of maturity, when it rose
from 7314c. to 811jc., largely on the strength of
drought fears, which were dissipated in June. July

wheat, which opened the year at about the same level -

as the May option, touched a peak of 79%jec. in June
and then receded to its lowest level of the year,
6254c., on the last day it was traded, July 22. The
September option found its low of 603gc. also in
July, but before it expired in the latter part of
September it had ascended to 887gc. The December
option, which had reached a similar level in Septem-
ber, rose to $1.1134 in the closing month. The new
May option touched its peak of $1.0934 Deec. 19, and
closed the year at $1.04-$1.041%, about 35c. higher
than the old May contract had opened the year.

Corn did not show any such appreciation as
wheat, but closed the year higher than it opened.
The May option for corn at the opening in January
was 53c.-5234c., and at the year’s close the May,
1940, contract was 583/c.-585;c.

Oats rose substantially during 1939, opening the
year at 3014c. for the May contract and closing the
year at 39%c.-393/c. for the new May option.

Crop estimating by the Department of Agricul-
ture during 1939 was a fairly accurate endeavor.
The initial winter wheat estimate, based on April 1
conditions, of 549,219,000 bushels, compared with a
harvest estimated in December of 563,431,000 bush-
els. Prospects declined somewhat during April and
May, and the June 1 forecast placed the crop at
523,431,000 bushels. Better weather conditions in
succeeding months brought the estimate up again,
however, to 537,767,000 bushels on July 1 and 550,
710,000 bushels on Aug. 1. The spring wheat esti-
mate of July 1, the first issued (except that in its
June 1 crop report the Department stated that the
early outlook was for a crop between 145,000,000
and 170,000,000 bushels), placed the crop at 178,
888,000 bushels, which figure was increased in suc-
ceeding monthly estimates until in the Oct. 1 report
it was placed at 188,735,000 bushels. Production
of all wheat in 1939 was reported by the Agriculture
Department in December as amounting to 754,
971,000 bushels, compared with the bumper output
in 1938 of 931,702,000 bushels, and the 10-year aver-
age of 752,952,000 bushels. Annual domestic disap-
pearance and exports have averaged about 685,
000,000 and 70,000,000 bushels, respectively, in re-
cent years.

Last year’s corn harvest was particularly close to
earliest expectations; the final figure of 2,619.-
137,000 bushels compares with the July 1 forecast of
2,570,795,000 bushels; the lowest estimate was that
of Aug. 1 of 2,459,888,000 bushels, and the highest
was less than the final results. The harvest com-
pares with one of 2,562,197,000 bushels in 1938 and
a 10-year average of 2,309,674,000 bushels.

Oats produced in 1939 aggregated 937,215,000
bushels, compared with 1,068,431,000 bushels in 1938
and a 10-year average of 1,049,300,000 bushels.

Cotton prices during 1939 were influenced upward

/
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in commercial channels resulting from the with-
drawal of large quantities by the Government loan
program; they were also stimulated by the export
subsidy program approved by Congress in June, and
were not adversely affected by the commencement
of warfare in Europe because of the simultaneous
enlargement of demand of domestic mills; in Novem-
ber and December sharp rises in foreign markets
assisted the upward tendency, and the year’s high
was reached in the closing month.

Middling upland spot cotton (7s-inch) on the New
York Cotton Exchange opened the year at 8.94c.,
and on the last trading day, Dec. 29, was up to
11.36¢. Its low for the year was established in the
early part of January, when it dropped to 8.78c.,
and from March to July each month saw a new
high reached; the highest quotation for the year was
that of Dec. 16, when 11.40c. was recorded.

The cotton crop produced in 1939 totaled 11,
792,000 bales, a little more than 2,000,000 bales
under the average, but not reduced greatly from the
1938 crop of 11,943,000 bales. Previous estimates
of the crop ranged from as low as 11,412,000 bales,
as of Aug. 1, to 12,380,000 bales on the basis of
Sept. 1 conditions.

Domestic consumption of cotton was at a sub-
stantial level all through 1939, but particularly in
the months commencing with August; November’s
consumption rose to 718,721 bales, the highest since
April, 1937; at that time mill operations were at a
very high level, an all-time record consumption fig-
ure having been chalked up in March, 1937, of
776,942 bales. Consumption last year reached
7,331,131 bales, compared with 5,905,355 bales in
1938 and 7,418,721 bales in 1937.

Exports of raw cotton in the first seven months of
1939 were at a very low rate by comparison with
other years; in this respect they were similar to
the figures recorded in the latter part of 1938, when
shipments dropped to the smallest amounts in many
years. A reversal of the trend occurred in August
with the introduction of Government subsidies, for-
eign credits, barter arrangements, &c., and in Sep-
tember and October exports rose to considerable
heights, reaching 917,327 bales in October; there
was a sharp drop in November to 597,565 bales, but
in December shipments were up to 831,712 bales.
The year’s total amounted to 4,816,941 bales com-
pared with the 1938 total of 4,555,104 bales; in 1937
exports totaled 6,000,132 bales, and in 1936,
5,613,733 bales.

Non-ferrous metal prices spurted after the com-
mencement of hostilities abroad; copper and lead
maintained their gains and closed the year at their
highs, but tin, after rising from 49.75c. Aug. 31 to
75c. (nominal) Sept. 11, reacted to close the year
at 49.50c. Spelter managed to hold the high level
it reached in September 6.89c., until Dec. 1, after
which a decline set in which left it at 6.14c. at the
close of the year. Copper (Lake, New York) opened
the year at 11.375¢c., dropped to 10.00c. in May, and
rose to 12.125¢. in September and 12.50c. in October,
at which level it closed the year. Spelter, which was
auoted at 4.89c. in January, was, as already stated,
at 6.14c. at the end of December. Lead ranged be-
tween 4.75¢c. and 4.85c. for the first six months of
1939, but an upward movement which started in
July carried the price to 5.50c. in September, at
which figure it remained for the balance of the year.

% by the almost constant scarcity of available supplies The opening price of tin, 46.50c., Jan. 3, and the clos-
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ing price, 49.50c., Dec. 29, hardly suggest the sharp
rise the price had in September.

The impetus lent to American industry by the
commencement of hostilities in Europe was
especially marked in the steel industry. Here
operations rose from 63% of mill capacity in the
week preceding the outbreak of war to 94.4% just
three months later. The sharp increase in rate of
operations was attributable to the active demand
which arose from domestic users, many of whom
had been délaying their purchases because of the
price uncertainty. Buyers were inclined to order
beyond their actual requirements because of the
anticipation of war orders from Europe. The back-
log of steel orders at the year-end, while smaller
than it had been a little earlier, was still sub-
stantial. As previously mentioned, the steel inven-
tories of usérs of the metal rose 22% from Sept. 1 to
the end of the year.

It is significant that, despite the greater activity,
prices of finished steel were lower at the end of
1939 than at the beginning. The fact is even more
notable considering that costs of basic materials did
increase. Pig iron rose from its low for the year,
$20.61 a ton, the price prevailing during the first
eight and a half months of the year, was marked up
to $22.61 Sept. 19, which price was still in effect
at the end of the year. Scrap steel which was as
low as $14.08 a ton May 16, was at $22.50 Oct. 3,
the highest since 1923, and closed the year at $17.67,
compared with $14.92 a year earlier.

Associated with the fact that finished steel prices
closed the year at 2.26c. per pound, compared with
2.286¢. a year previous (the year’s low was 2.236c.
May 16), was the attitude of the Administration in
Washington, which opposes higher prices for steel
on the ground that price is a chief factor in demand.
It is axiomatic, however, that the prince and pauper
industries, of which steel is the classic example,
must have large enough profits in good times to
cover the heavy deficits inevitable in depressions.

For the first six months of last year operations
in the steel industry ranged between 454% and
56.1%, after starting the year at 50.7%. After the
Independence Day shutdown week an expansion
started which increased the rate gradually but
steadily from 49.7% in the week starting July 10 to
63% in the week beginning Aug. 28. The first week
after Labor Day, however, found operations up to
70.2%, from which point they rose almost weekly
to 944% in the week starting Nov. 27 ; operations
remained at 90% or better until the closing week
of the year, when, due to customary shutdowns, the
rate declined to 73.7%. At the opening of 1940 the
rate had rebounded to 85.7%.

Production of steel ingots in 1939 aggregated 45,
768,899 gross tons, compared with only 27,742,225

tons in 1938 and the estimated capacity output of -

71,191,994 tons. Last year’s tonnage was not up to
the 1937 production of 49,502,907 tons, or the 1936
figure of 46,807,780 tons. Shipments of finished
steel by subsidiaries of the United States Steel
Corp. totaled 10,652,150 tons last year, compared
with 6,655,749 tons in 1938, 12,748,354 tons in 1937,
and 10,784,273 tons in 1936,

Pig iron production rose even more sharply last
year, totaling 31,533,370 gross tons, in comparison
with 18,782,236 tons in the year before; in 1937,
36,611,317 tons were produced, and in 1936, 30,
618,797 tons.
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The railroads in 1939 participated in the general
pick-up in business and in the sharp rise in the fall.
Car loadings in every month were above the level
of the corresponding month of the previous year,
and in November rose to the highest for that month
since 1930. December’s weekly figures were above
the corresponding weeks in the two years preceding,
but except for the week ended Dec. 23 were under
1936. In the week excepted, the number of cars was
greater than in any corresponding week in a decade;
however, some of the corresponding weekly periods
included Christmas, and so are not strictly com-
parable. Freight loadings in the year totaled 34,-
102,759 cars, compared with 30,457,088 cars in 1938
and 37,670,464 cars in 1937.

The heavier traffic was naturally reflected in the
gross and net earnings of the carriers, the monthly
reports of which consistently bettered the 1938
results. In October and November the gross returns
were the largest for those/months since 1930, and the
October figure of $418,934,974 was the greatest of
any month since October, 1930. The “Railway
Age” has estimated (December figures not avail-
able) that net earnings in the last third of 1939 will
be the largest since 1929. However, the net income
for last year, estimated at $95,000,000 by the Bureau
of Railway Economics, is a long call from the com-
parable figure for 1929 of $896,807,000 ; in 1934 a
deficit of $16,887,000 resulted.

The better traffic resulted in a greater demand
for equipment, and at the same time put the roads
in a better position to afford it, with the result
that at the year-end many equipment manufacturers
were reported to have the largest backlog of orders
since the end of 1936. However, in the year more
equipment was retired than replaced, continuing the
trend in effect since 1925.

Construction contracts awarded in 1939 totaled
$3,550,543,000 in the 37 States east of the Rocky
Mountains, according to the records of the F.w,
Dodge Corp., compared with $3,196,928,000 in 1938
and $2,913,060,000 in 1937. The 1939 figures were
the largest of any year since 1930, The marked
expansion in construction activity in the latter part
of 1938 continued during 1939, although the figures
for the last three months did not come up to the
level of the same months of the year before. In eight
months of the year the value of awards exceeded
the corresponding months of 1938.

It is notable that in large part the increases were
due last year to larger private operations and were,
in fact, somewhat offset by reduced public construc-
tion in some classifications. Contracts awarded for
new residential buildings topped 1938 by more than
348,000,000, of which $244,000,000 was in private
and $104,000,000 in public construction. The vol-
ume of contracts for residential buildings exceeded
that for non-residential buildings for the first time
since 1928. Non-residential awards dropped below
1938 because of a reduction of $156,000,000 in public
construction, although the private volume increased
$49,000,000.

Residential building in 1939 rose to $1,334,272,000
from $985,787,000 in 1938 and $905,292,800 in 1937.
The depression low point was reached in 1934, when
this type of construction totaled only $248,840,100.

Automobile production in the United States and
Canada combined totaled 3,732,374 units in 1939, an
increase of 409% over the small 1938 total of
2,655,171 units, but 25% under the 1937 output of
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5,016,437 units. .In viewing the figures, considera-
tion must be given to the fact that operations at
the Chrysler plants were at a standstill during most
of October and November due to labor troubles, pre-
viously described. December’s output rose to
469,002 units, compared with 367,538 units in No-
vember; 406,960 units were produced in December,
1938, compared with 390,405 units in November of
that year.

Truck production, which is included in the total
figures, rose to 756,844 units last year, compared
with 530,425 units the year before and the all-time
peak of 947,502 units produced in 1937.

Production of erude petroleum last year probably
reached about 1,265,600,000 barrels, available fig-
ures indicate. This is an increase over the 1,214,
353,000 barrels produced in 1938, but not up to the
peak output of 1,279,160,000 barrels produced in
1937. The war did not appear to have any striking
influence on exports, which in the year up to Nov. 30
had an aggregate value of $348,300,000 in compari-
son with $355,400,000 in the same period of 1938.

There was a considerable improvement in the oil
industry in the final quarter of the year, which sug-
gested that, from a profit standpoint, the year might
equal 1938, which year, however, was much less satis-
factory in this respect than 1937. In November,
1939, daily average production of crude petroleum
reached 3,729,600 barrels, the highest level in his-
tory; the previous record was 3,723,000 barrels aver-
age for August, 1937.

Electricity produced for public use in 1939 aggre-
gated about 130,000,000,000 kwh. on the basis of the
results for the first 11 months. This is the largest
annual output on record, and compares with 114,
197,000,000 kwh. in 1938 and 117,791,000,000 kwh. in
1937. In the latter half of the year just concluded
the weekly production record was broken many
times until in the week ended Dec. 23 a peak of
2,641,458,000 kwh. was established. Until 1939 the
largest weekly output was that of Dec. 23, 1938,
when 2,362,947,000 kwh. were produced. The annual
figures quoted are those of the Federal Power Com-
mission and are not strictly comparable with the
weekly figures which are compiled by the Edison
Electric Institute.

No high records were broken by the coal industry,
which succeeded, however, in considerably bettering
its very poor 1938 record in spite of sharply reduced
bituminous operations for six weeks in April and
May, when a strike tied up operations over a wide
area. Output of bituminous coal last year totaled
389,025,000 net tons, compared with 344,630,000 tons
in 1938, 442,455,000 tons in 1937, and 534,989,000
tons in 1929. Anthracite coal production aggre-
gated 50,807,000 net tons in comparison with 46,
099,000 tons in 1938, 51,856,000 tons in 1937, and
73,828,000 tons in 1929,

On the whole, the statistical record of business in
1939 seems to offer the most promising outlook of
many years. We proceed now to our examination
of the bank clearings figures for the year, which we
believe indicate very accurately the trend of com-
mercial operations.

The aggregate of checks cleared in the principal
cities of the country last year was 4% above 1938
but 8.6% below 1937 and 7.3% under 1936. - With
the exception of those two years, last year’s total
was in excess of every year since 1931. The aggre-
gate of checks cleared in 1939 was, however, less
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than half the amount cleared in 1929 and 1928, from
which years the percentage decreases were 58% and
52%, respectively. The drop from a decade ago is
in large part the result of diminished speculative
interest and resultant smaller trading volume on
the New York securities exchanges, demonstrated
by another of the tables exhibited in this summary.

The figures for the country outside of New York
City are not so greatly influenced by speculative
activity, and these showed a rise of 8.5% in com-
parison with 1938. While showing a 5.4% decrease
from 1937, they were slightly higher than 1936.
Compared with figures of a decade earlier; they were
substantially smaller, but not so markedly as the
totals including New York City. Last year’s out-
side New York City total was 45% below 1929 and
43% below 1928. The following tabulation carries
the figures for New York City and the country as
an entirety for every year since 1905:

- YEARLY TOTALS OF BANK CLEARINGS

Ine, Clearings Inc.
New York or OQutside
Clearings Dec. New York

Total
Clearings

$
165,913,543,429
165,155,897.296

4

$ i
.5(304,323,157,503
.8/292,710,865,663
.6(333,084,341,890,
.7|328,345,828,983

.7|297,039,343,808
.0(261,316,869,532
3.0/241,315,410,718
.0256,582,242,429
.0|409,406,283,920
.8|542,159,489,904
.1|726,787,846,647
.7|633,872,155,470
.2 555,109,742,076
.1|523,773,772,455
.0512,215,805,135
.1|455,759,342,491
.8413,452,431,399
.7|391,507,311,955
.9{355,588,192,536
.3|449,727,981,440
.3(417,784,854,691
.7|332,354,026,463
.7|306,944,726,317
.4|261,855,773,663
.0|187,817,564,545
.91155,245,118,234
.7|169,815,700,600
.9|173,952,914,911
.6/160,229,773,666
.31164,095,229,999
.2|165,838,141,330
.4|132,408,849,136
.8/145,025,733,493 B
-1105,676,828,856 .b| 55,229,888,677 .1159,905,717,633| 411,
93,822,060,202(+36.7" 50,005,388,239 .9'143,827,448,441 +27.7

Note—Beginning with 1920 clearings outside of New York do not Include St.
Joseph, Toledo, and about a dozen minor places which in 1919 and previous years
contributed regular returns, but now refuse to furnish reports of clearings. The
omitted place sadded, roughly, $2,000,000,000 to the total in 1919.

The trend of business last year was well indicated by the
course of the monthly figures of bank clearings outside
New York City. In the first quarter the monthly average
was about $10,700,000,000; in the second, $11,100,000,000;
in the third, $11,500,000,000, and in the final quarter, $12,-
800,000,000. The total outside New York City for the final
quarter was the largest quarterly figure since the second
quarter of 1931. The December clearings were the largest
of any month, with the exception of December, 1930, since
January, 1931, In the following we show the monthly and
quarterly figures for the whole country and for the country
outside New York City for the past two years:

$

138,409,614,074
127,554,968,367
146,344,664,369
134,797,031,5656
115,488,335,445

99,810,074,309

83,901,416,968

96,443,778,646
146,225,889,962
195,049,961,784
249,545,564,486
242,144,679,206
233,875,628,415
233,418,828,972
228,598,560,498
205,801,161,152
.8|199,456,248,672
173,606,925,839
161,256,972,863
.11206,592,968,076
.0(181,982,219,804
.61153,820,777,681
.5|129,539,760,728
.4(102,275,125,073
77,253,171,911
72,226,538,218
75,181,418,616
73,208,047,649
67,856,960,931
66,820,729,906
62,249,403,009
53,132,968,880
57,843,565,112

H+§’

[
e
PO R

+
totlois
+Es ]

SWNOR= DO~

263,270,393,958
347,109,528,120
477,242,282,161
391,727,476,264
321,234,213.661
290,354,943 ,483
283.619,244,637
249,868,181,339
213,996,182,727
217,900,386,116
104,331,219,663
243,135,013,364
235,802,634,887
178,533,248,782
177,404,965,589
159,580,645,500
110,564,392,634

83,018,580,016

94,634,281,984
100,743.967,262
-| 92,372,812,735

97,274,500,093
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MONTHLY CLEARINGS

Clearings, Total AU
1939 1938

Clearings Outstde New York
1939 1938

Month

N
X

$ s
Jan_ ..[25,601,148,356|24,240,611,319
Feb. . .|21,840,480,633|19,631,519,840
Mar ._|27,459,954,766(25,194,100,574
18t qu.|74,991,583,755|69,066,231,733
Apr.._[24,156,251,684123,068,256,682
May..[24,639,271,350(22,351,135,431
June. . {25,601,739,516/26,286,118,101
2d qu.|74,297,262,650|72,605,510,214
6 mos.|149288 846,305(141671 741,947
July ..|23,848,853,208(23,955,578,204
Aug ..|24,961,796,436|21,945,173,922
Sept . .(26,401,625,502|24,021,701,608
3d qu.|75,212,275,146{69,922,453,734
9 mos. 224501 121,451|211594 195,681
Oct...|25.026,298,605/26,672,177,687
Nov ...|25,254,795,116|24,093,103,063/
Dec..-|29,5640,942,331|30,451,389,232
4th qu.|79,822,036,052|81,116,669,982

12 mosi304323,157 503'292710,865 663!

s s

11,075,265,702|10,828,449,072
9,617.765,268| 9,068,739,153
11,449,017,565(10,752,425,890
32,142,048,535(30,649,614,115
10,773,263,297(10,268,033,743
11,159,251,082| 9,967,984,364
11,444,446,372/10,534,716,260)
33,376,950,751|30,770,734,367
65,518,909,286(61,420,348,482
11,197,200,633|10,486,841,050
11,324,465,346(10,190,119.976
11,991,497,492(10,450,561,274
34,513,163,471|31,127,522,300
100032 162,757|92,547,870,782
12,499,498,090|11,484,650,034
12,333,100,480|11,021,682,100!
13,544,852,747|12,500,765,451
38,377,451,317|35,007,097,585!

138409,6140741127554,968 367
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Bank clearings in New York City managed to show an
increase over the previous year of 0.5% despite an 11%
reduction in stock trading volume on the city’s two ex-
changes. The monthly trend of New York clearings and
the volume of trading on the exchanges make an interesting
comparison. Below are the New York exchanges:

MONTHLY CLEARINGS AT NEW YORK

Inc.or
1939 1938 Dec 1937 1936

$ $
17,523,317,216| 16,786,835,825
15,319,954,582( 14,5682,395,126
18,989,027,474| 18,471,635,224
51,832,299,272| 49,840,886,175
16,073,583,5690| 16,203,421,050
14,567,422,296| 14,452,913,346
16,276,216,326| 17,325,433,599
46,917,222,212| 47,981,767,995
83,769,847,019| 80,251,393,465 98,749,521,484| 97,822,654,170
12,651,652,575| 13,468,737,1564| —6.1| 16,100,252,755| 15,448,308,487
13,637,331,090| 11,755,053,946| +16.0| 13,120,590,727| 12,778,687,848
14,410,128,010| 13,571,140,334| +6.2| 14,708,753,768| 15,286,676,540
.| 40,699,111,675] 38,794,931,434| +4.9| 43,929,597,250| 43,513,670,875
.[124,468,958,694(119,046,324,800|  +4.6|142,679,118,734|141,336,325,045
12,526,800.515| 15,087,527,653| —17.0| 14,864,989,678| 16,034,469,952
12,921,694,636] 13,071,420,963] —1.1| 13,046,924,749| 15,695,940,902
Dec....| 15,996,089,584| 17,950,623,781 —10.9| 16,148,744,360| 20,482,081,528
4th quar| 41,444,584,735( 46,109,572,397| —10.1| 44,060,658,787| 52,212,492,382

Year.|165,913,543,429(165,155,897,296]  +0.51186,739,777,5211193,548,817,427

$ 3
14,615,882,654( 13,412,162,247
12,222,715,365| 10,562,780,687
16,010,937,201| 14,441,674,684

42,849,535,220| 38,416,617,618
13,382,998,387| 13,700,222,939
13,480,020,268| 12,383,151,067
14,057,293,144) 15,751,401,841

.| 40,920,311,799| 41,834,775,847

The following summary of clearings in 27 of the largest
cities in the country shows that, in each, a greater volume
of checks was cleared last year than in 1938:

Jan. 27, 1940
CLEARINGS AT LEADING CITIES

(000.000s | 1939 | 1938 | 1937 | 1936 , 1935 | 1934 | 1933 | 1932 | 1931
omitted) s | 3 $ $ $ $ $ $ s

New York..(165,914 165,156/186,740 193,549 181,551 161,507|157,414/160, 138 263,270
Chleago. ...\ 15,556/ 14,561/ 17,013/ 15,728 13,105 11,194 0,93

11,516/ 10,607| 11,914/ 11,863 10,646 9,843
Philadelphial 19,823 17,969| 19,724/ 18,745 16,909 14,515
St. Louls...| 4528 4,211 4,815 4,498 3,941 3,451
Pittsburgh | 5,561 7,387] 6.664 4,465

Ban Fran. .. 7,053, 7,914 7,230 5,475
Baltimore. . | 3.643l 3,349 2,640
Cincinnat!__| 2,985 3.250 2,881/ - 2,124
Kansas City| 4, | 5,258 3,619
Cleveland .. i 5,128 2,979
New Orl'ns. i ’ 1,973 1,251
Minneapolis | 8,2 3,686,
Loulsville .. | | 1,786
Detrofit ... .. |

Milwaukee .
Providence .

Buffalo. ...
Bt. Paul. ...
Indianapolis i
Denver._ .. 1,486/
Richmond..| 2 1,982
Memphis... 956

1,709

Hartford_..| 581 550/
8.Lake Cityl 787, 708 857, 756 460, 490!

Total. . ..1274,665 265,108 301,816 300,078 274,112 241,532/224,805 237,273 381,450
29,658, 27,603 31,268 28,268 23,065 19,827; 16,54.7] 19,361 28,118

Total all. 304,323 292,711333,084 328,346 297,039261,316:241 1315 256,582 409,496
Outside N Y 138,410 127,555 146,345 134,797 115,488 99,8101 83,901/ 96,443 146,225

Examining the results in the different Federal Reserve
districts shows that increases over a year earlier ranged
up to 11.5% in the different districts. . The Chicago District
had the sharpest rise, while the New York District, with
an increase of only 0.5%, had the smallest. The following
furnishes comparative figures for the different districts for
the years 1932 to 1939:

SUMMARY OF BANK CLEARINGS

Year 1939 Year 1938

Year 1937

Year 1936 Year 1935 Year 1934 Year 1933 Year 1932

Federal Reserve Districts

Boston...
New York .
Philadelphl.
Cleveland .
Richmond.
Atlanta...
Chlcago....
8t. Louls...... 7
Minneapolls ...16

10th Xansas City...18

$ $
13,490,281,347| 12,384,370,798
171,687,409,072(170,701,853,647
20,897,796,933| 19,005,127,063
15,741,835,383| 14,199,255,5647
7,307,901,649
8,895,002,467 g
24,917,5618,466( 22,011,117,438
7,488,000,194| 6,879,519,576
5,520,646,753| 5,175,635,474
9,230,741,885( 8,675,688,603
11th Dallag. ... wel 6,299,325,946( '5,771,302,039
12th San Francisco..19 12,946,607,408| 12,261,857,471

5,742,461,878
9,987,800,720| 9,212,121,290| 8,148,325,808
6,073,786,064| 5,218,927,273 4,235,969,205| 3,727,272.991| 3,101,842.486 ,150,673,
14,346,579,222| 13,113,443,808] 11,477,857,699| 9,025,187,182| 8.254.163 516 9,225,812,317

3 3 $ $ $ $
13,970,672,590| 13,817,133,037| 12,369,774,982| 11,349,934,224] 10,827,634,845| 12,228,772,708
193,342,655,354(199,681,390,197(187,056,729,985(166.294.861,072| 161.832.904.230 165,145,310,088
20,869,872,171| 19,810,968,165| 17,631,127,894| 15,163,257.683| 13.041.677.348 14,801,916,127
17,640,302,782| 15,498,116,955| 12,119,967,349! 10,311,541.484| - 8.735.434.280 10,237,489,676
7,622,630,175( 6,905,373,211

5,193,382,429| 4,124,091,288( 5,507,126,307
5,475,162,878 4,568,650,

404,549,334 17,255,769,616
422.573,664| 4,457,710,424| 4,635,322,762
160,160,815 . 3,650,851,008| 3,693,211,987
,931,394,176| 5,459,341,208, g.lM,gBQ,?&)

7,452,002,879
25,110,563,783 17,
6,189,041,201| 5,

4,767,297,866 3

191 citles | 304,323,157,503(292,710,865,663
- | 138,409,614,074(127,554,968,367

333,084,341,800|328,345,828.983/297,039,343,808!261,316,869,532|241,315,410,718 256,682,242,429
146,344,564,369(134,797,031,556/115,488,335,445| 99.810,074,309| 83.901.416.968 96,443,778,646

+ 14+ [+ et ie b i
ol ok | noo0erE 5SS on
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32 citles | 17,742,609,528" 17,264,888,007/

18,854,552.327] 19,203,324.678' 16.927.457,721! 15,963,488 513 14 720.600.993" 12,909,613,409

Stock trading on the New York Stock Exchange was
stepped up sharply in September, when the greatest number
of shares was dealt in, of any month since January, 1937.
The heavier volume did not continue, however, and Decem-
ber’s total was one of the smallest of the year. In the
following we have tabulated the monthly figures for the
past four years:

SALES OF STOCKS ON THE NEW YORK STOCK EXCHANGE -

1939 1938 1937 1936 1935
No. Shares | No. Shares | No, Shares |.No. Shares | No. Shares
Month of January...| 25,182,350 24,151,931| £8,671,418| 67,201,745| 19,409,132

February..| 13,873,323| 14,526,094 50,248,010| 60,884,392| 14,404,525
March....| 24,663,174 22,995,770| 50,346,280| 51,016,548| 15,850,057

Total first quarter.| 63,618,847| 61,673,795(159,265,706|179,102,685| 49,663,714
20,246,238| 17,119,104) 34,606,839 39,609,538| 22,408,575
12,935,210| 14,004,244/ 18,549,189 20,613,670| 30.439.671
11,963,790 24,368,040( 16,449,193| 21,428,647| 22,336,422

Total second quar.| 45,145,238| 55,491,388| 69,605,221| 81,651,855 75,184,668

Total six months... [108,764,085|117,165,183/228,870,927(260,754, 540 124,848,382
Month of July

August____| 17,372,781| 20,728,160| 17,212,553| 26.563.970 42,925,480
September. | 57,091,430| 23,826,970| 33,854,188| 30,872,559| 34.726.590

Total third quarter| 92,532,131| 83,328,705 71,789,026| 92,229,688 107,079,790

Month of April
M

Total nine months|201,296,216(200,493,888(300,659,953|352,984,228 231,928,172

Month of October...| 23,734,934| 41,558,470| 51,127,611 43,995,282| 46,658,488
November_| 19,225,036| 27,922,295( 29,254,626| 50,467,182 57,459,775
December -| 17,773,413| 27,492,069| 28,422,380| 48,600,177, 45,589,317

Total fourth quar.| 60,733,383| 96,972,834/108,804,617 143,062,741{149,707,580
Tot. second six mos|153,305,514(180,301,539|180,593,643 235,292,329|256,787,370
Total tull year. . ..1262,029,599/297,466,7221409,464, 5701496 046,369 381,635,752

The face value of bonds traded in on the New York Stock
Exchange last year was 10% greater than the very small
volume of 1938, but substantially less than both 1937 and
1936. TIigures for three classifications of bonds are shown
in the following table: .

SALES OF STOCKS AND BONDS ON NEW YORK STOCK EXCHANGE

Description 1939 1938 1937
Btock—Number of shares..... 262,029,599 297,466,722 409,464,570
Rallroad and miscellaneous bonds. $1,479,987,000($1,483,922,000 $2,097,109,000
State, foreign, &c., bonds 254,964,000 248,577,000 346.778.000
United States Government bon 311,132,000] 127,366,000 348.644.000

‘Total par value of bonds 32.048.083.000!81.859.865.000 $2,792,531,000
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Trading in stocks listed on the New York Stock Ex-
change last year was in the smallest volume since 1923,
as shown by the following tabulation, which furnishes the
annual figures since 1880:

NUMBER OF SHARES SOLD AT THE NEW YORK STOCK EXCHANGE
BY CALENDAR YEARS

Stocks, Cal, Stocks, A Stocks, Cal. Stocks,
Shares Year Shares Shares Year Shares

18,067,920| 38,773,575| 20,722,285| 34,793,159 29,427,720 -

-(262,029,599((1924 ..1281,931,597 214,632,194||1894 .| 49,075,032
-1297,466,722{11923 ..|236,115,320 197,206,346||1893 ..| 80,977,839
-1409,464,570|(1922 ..|258,652,519 -1196,438,824(/1892 .| 85,875,092
-|496,046,869(|1921 ._|172,712,716 -1284,298,010(11891 ..| 69,031,689
381,635,752(11920 -.|226,640,400 -[263,081,156((18 71,282,885
323,836,634(|1919 ..|316,787,725 187,312,065((1889 .| 72,014,000
654,816,452|11918 ..|144,118,469 161,102,101((1888 .| 65,179,106
425,228,894 (1917 ..|185,628,948 188,503,403|(1887 .| 84,914,616
576,818,3371|1916 ..|233,311,993 265,944,659 1886 -.{100,802,050
810,038,16111915 ....|173,145,203 138,380,184((1885 .| 92,538,947
-[1124991 490||1914 ..| 47,900,568 -1176,421,135((1884 __| 96,154,971
--1919,661,825(11913 ..| 83,470,693 -1112,699,957/(1883 .| 97,049,909
--|576,563,21811912 __1131,128,425 77,324,172|/1882 ._|116,307,271
--{450,845,256||1911 _.{127,208,258 54,654,096(11881 ._1114,511,248
1925 . .'454,404,803 '1910 -_1164,051,061''1895 . _! 66,583,2321'1880 __! 97,919,099

Trading volume in securities on the New York Curb Ex-
change was on the same reduced scale as on the “Big
Board.” Bond sales, while 219, higher than 1938 and
slightly higher than 1937 were, with these exceptions, the
smallest since 1924. Stock sales were without exception
the smallest since 1925. The following shows the figures
since 1921:

NUMBER OF SHARES AND VALUE OF BONDS SOLD AT NEW YORK
) CURB EXCHANGE BY CALENDAR YEARS

Stocks, Bonds, . Stocks, Bonds,
Shares $ Shares $

45,729,888 | 444,497,000

49,640,238 | 366,984,000

104,178,804 | 442,361,000
134,843,049 | 823,050,000
75,783,794 [1172,064,000

60,027,441 |1013,909,000

100,920,771 | 947,385,000
56,975,777 | 952,630,100

-| 110,349,385 | 979,895,000
222,286,725 ! 863,568,000

Trading on the out-of-town exchanges, included in the
tabulation which follows, last year was 13.49, smaller than
in 1938, compared with a reduction of 11% on the New
York markets. In 1939 stock trading on these exchanges
aggregated 34,618,706 shares, compared with 307,759,487
shares on the New York exchanges, and in 1938, 39,992,089
shares, compared with 347,106,960 shares in New York. Fol-
lowing are figures of trading volume for a number of years
on the larger out-of-town markets:

477,278,229 | 554,874,500
221,171,781 | 833,056,000
125,116,566 |' 575,472,000
115,531,800 | 525,810,000
38,406,350 | 500,533,000
72,243,900 | 200,315,000
50,968,680 90,793,000
21,741,230 55,212,000
15,522,415 | 25,510,000
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Canadian bank clearings last year were 28% greater
than in 1938. The larger volume of checks was principally
in the second and third quarters of the year, clearings in
the first quarter being slightly smaller than 1938, and in
the last quarter only slightly increased. Following are the
Canadian exchanges by quarter years since 1916:

CLEARINGS IN THE DOMINION OF CANADA

NUMBER OF SHARES OF STOCKS AND VALUE OF BONDS SOLD AT
EXCHANGES OUTSIDE OF NEW YORK.

Stocks, Bonds. Bonds.
Shares. $ $

Boston—
8,386,000 1939 cccenn

10,947,000

1,776,000 567,500

Clearings
Reported

First
Quarter

3,825,803,115
3,849,107,508
4,613,925,162
4,403,127,022
3,677,761,607
3,473,080,453
2,805,889,881
3,103,494,918
4,148,010,920
4,952,120,236
6,016,432,641
5,540,619,953
4,324,149,204
3,929,891,000
3,708,304,000
3,834,897,000
3,606,308,000
3,840,001,000
4,127,525,000
4,638,357,000
3,329,475,000
2,818,417,000
4,657,205,000
2,162,216,000

Second
Quarter

4,510,169,309
4,268,964,958
4,864,945,572
4,737,138,335
4,466,554,082
4,067,401,029
3,672,547,485
3,189,615,159
4,632,082,461
5,207,727,374
6,041,113,661
6,224,576,655
4,910,336,763
4,388,475,000
3,854,6878,000
3,950,010,000
4,158,184,000
4,031,429,000
4,447,088,000
4,924,428,000
3,970,863,000
3,387,131,000
3,363,807,000
2,618,482,000

Third
Quarter

4,463,260,247
4,226,388,857

Fourth
Quarter

4,943,466,857
4,920,426,684
4,913,879,155
5,335,033,648
4,793,414,128
4,448, 47,146
3,853,285,195
3,367,617,474
4,256,846,075
5,164,057,073
6,857,231,902
7,171,369,336
6,594,208,610
5,111,536,000
5,263,984,000
5,120,395,000
5,702,913,000
4,685,582,000
4,886,142,000
5,849,805,000
5,275,350,000

Total
Year

17,742,699,528
17,264,888,007
18,854,552,327
19,203,324,678
16,927,457,721
15,963,488,613
14,720,600,993
12,909,613,409
16,843,377,645
20,094,909,600
25,085,039,125
24,556,298,549
20,566,490,856
17,646,961,000
16,731,243,000
16,977,924,000
17,332,342,000
16.263,805,000
17,444,720,000
20,232,406,000
16,702,925,000
13,718,573,000
12,656,718,000
10,506,599,000

13,672,390
10,299,500
12,419,793
| 15,251,177
24,652,115

38,941,589
10,712,850
10,253,664
14,102,892
10,849,173
13,337,361

4,388,878,432
3,248,885,858
3,806,438,089
4,791,115,007
6,170,260,921
5,619,332,605
4,737,796,279
4,217,059,000
3,904,277,000
4,072,622,000
3,864,938,000
3,706,793,000
3,983,965,000
4,819,806,000
4,127,237,000
3,212,600,000(4,300,425,000
2,923,735,000/3,611,971,000
2,489,518,000'3,236,383,000

19,954,850

563,150
594,502
858,504
899,543
656,102 |,
445,979

835,743
350,285

2,619,350
1,594,700
1,961,150

5,085,720
11,434,665

R T O O T S T A O N R A N

951,426 3,264,164

Trading in stocks on the Montreal and Toronto stock
markets was in sharply reduced volume last year, the
decrease on Montreal amounting to 27.3% from 1938, and
on Toronto, 43%. No doubt the European war and restric-
tions imposed as a result of it were factors influential in
bringing about the reduced volume. Iollowing we present
figures for both exchanges for a long period of years:
NUMBER OF SHARES AND VALUE OF BONDS SOLD AT MONTREAL

STOCK EXCHANGE BY CALENDAR YEARS

§—
4,686,086
6,833,944

13,724,472
12,662,164

304,486

11,351,500
10,707,000
18,392,900
33,243,300

Stocks,
Shares

23,433,201
32,231,905
60,782,146
85,285,826
23,040,423
28,862,906
31,520,701

5,264,818 1611,
11,047,472 | 11,023,025
23,203,463 | 13,212,655

* Figures for these years include sales on Montreal Curb Market as well as
Montreal Stock Exchange.

Stocks,

Bonds,
$ Shares

Bonds,
382,839 %

: _| 44,067,288
591.667

36,230,111

45,300
218,280
180,272
381,745
608,545

5,119,645
7,137,873
8,508,192
6,611,580

18,990,039 | 20,139,200
16,077,600
17,807,921
17,715,603
22,153,753
38,003,500
48,519,402
67,776,342
27,340,080
71,681,901

c|isco
503,450 6,316,006

85,500
408,371

3,865,683

15,262,932
19,188,822
31,530,016
11,332,159
9,702,078
9,464,660
6,848,625
5,948,638

NUMBER OF SHARES SOLD AT TORONTO STOCK EXCHANGE BY
CALENDAR YEARS
Stocks
Shares
................. +~--120,934,640
-212,144,302
-276,519,107
-450,783,324
-173,215,625
8,442,184
. 12,709,268

3,238,478
3,948,602 x

38,426,000
38,130,000 Stocks
Shares

1,195,872 20,000

2,973,358

17,649,062
7,959,556
10,174,589
6,297,878
3,434,690
2,319,270

11,089,222
5,882,125
6,057,074
8,287,827
9,401,361
9,087,664

14,310,920

44,418,116

42,996,225

6,638,594 |

Following we present our detailed tabulation of clearings
for 191 cities in the United States and 32 cities in Canada.
1t will be observed that almost every city in both countries
had a larger volume of checks cleared last year than in
1938. The cities in the United States are arranged accord-

* For fiscal years ending Sept. 30. 1 Not including 446,433 sales of “rights.” ing to Iederal Reserve districts:

BANK CLEARINGS IN DETAIL FOR THE LAST EIGHT CALENDAR YEARS ACCORDING TO FEDERAL

RESERVE DISTRICTS

Clearings at—

Year 1939

Year 1938

Year 1637

Year 1936 Year 1935 Year 1934 Year 1933 Year 1932

First Federal Reserve Dis

Maine—Bangor

Massachusetts—Boston.

ury
Rhode Island—Providence._

N. H.—Manchester.
Total (14 cities)

Second Federal Reserve

New York—Albany

Binghamton

New Jersey—Montclair.

Newark

Northern New Jersey

3
trict—Boston~—
26,802,607
107,628,935
11,515,739,001
36,553,173
18,749,079
20,107,770
36,406,093
166,491,678
100,610,385
580,950,769
220,600,324
81,636,7C0
547,523,300
30,481,533

$

28,180,262
99,338,807
10,506,874,734
32,692,505
18,759,963

79,404,900
524,711,600
28,572,196

Lifre] =8

o

34,201,299
109,334,858
11,913,702,225
35,742,739
20,140,258
20,362,209
37,171,351
170,930,531
110,507,152
604,794,404
223,383,309
90,274,000
570,601,300
29,526,956

$ £ $ s s

35,358,823 31,042,930 26,453,749 21,818,144 21,735,216
111,233,922 90,994,065 85,549,737 112,486,341
11,862.605.392 10,645,822,754| 0,843,325,469 10,653,707,435

,788, 1694, 31.216,876| ¢ 35,521,668
19,002,584 18,240,019

20,442,820

18,532,496 16,693,967 15,898,748

36,876,820 33,761,752 31,131,456

144,648,095 160,313,913
71,284,759

103,799,943
557,685,210

423,792,173
173,213,155 241,624,711
66,381,000

56,581,600
460,180,200 428,493,500
26,132,997

27,661,069
132,658,894
62,095,190
420,508,392
173,211,347
51,056,000
378,617,900
21,615,018

134,540,696
€3,150,219
444,687,983
165,219,211
57,986,000
411,388,200
23,874,381

204,753,776
79,031,000
539,411,600
30,761,044

13,490,281,347

467,082,732
60,069,416
1,663,327,803
26,343,237
40,179,388
165,913,543,429
413,768,658
223,408,529
43,087,152
201,247,173
221,035,798
21,265,967
938,029,460
1,315,875,983
- 39,144,347

LI T S L A A N S |

District—New | Y

12,384,370,798

ork—
508,200,434
60,425,983
1,538,902,355
35,538,465
165,155,897,296
385,256,538
212,256,454
40,027,248
185,897,365
206,466,479
20,784,878
905,326,372
1,375,253,549
44,950,711

=

|
®

DlNukdNnboD~ODBD

13,970,672,590

507,071,433
64,520,385 59,205,340

23,243,184
13,817,133,037| 12,369,774,982| 11,340,934,224 10,827,634,845| 12,228,772,708

444,645,929 419,502,248

39,279,034

473,466,159
52,448,301

445,177,938
44,354,109

269,461,242
42,310,616

1,8886,835,575)
8 8

39,868,449
186,739,777,521
426,604
250,245,451

1,692,936,197
500,601
31,587,550

193,548,797,427
,215 394,483,742

1,473,020,558
,320,938
27,587,285
181,551,008,363
344,539,535
190,041,844

1,342.319.027
25,031,132

1,208,417,400
28,551,043

1,294,195,734
50

23,320,397
161,506,795,223
311,115,953
168,864,931

19,494,833
157,413,993,750
303,418,067

161,202,632

29,194,920
160.138,463,783
60,161,965

l++++++++i L+

—
»

44,069,794
191,610,128
229,478,310

21,989,501

1,057,365,635
1,801,449,760

47,961,799 46,639,457

191,618,716

38,662,229 a
169,992,869
193,376,084
20,698,762
1,012,825,806| -
1,780,762,955

a
84,229,066
127,310,307
20,302,153
785,376,630

a
€104,045,459
138,203,051
18,605,926
860,957,497

a
e153,437,091
152,400,015
20,138,878
915,488,913
1,783,879,320| 1,368,819,562
42,499,876 41,306,326

a
131,936,253
27,849,237
1,100,022,410
1,269,343,976| 1,463,617,273
38,622,257 61,119,570

171,587,409,072

170,701,956,647

+
=

B N N = =

193,342,655,354

199,681,390,197 181.056.729.985|166.294.801.072 161,832.904.230'165.145,310,068

bitized for FRASER'
p://fraser.stlouisfed.org/
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BANK CLEARINGS IN DETAIL FOR THE LAST EIGHT CALENDAR YEARS ACCORDING TO FEDERAL
RESERVE DISTRICTS—(Continued)

; | : :
Inc. or
Clearings af— Year 1939 Year 1938 Dec. Year 1937 Year 1936 Year 1935 Year 1934 Year 1933 Year 1932

3 $ $ $ 3 $ $ H]

Third Federal Reserve District—Philad|elphia—

Pennsylvania-—Altoona..... 22,292,376 20,879,866,
Bethlehem 28,382,430 23,980,950,
Chester. ... 18,587,271 18,012,611
Harrisburg. 112,583,813 115,385,277
66,195,122 62,649,851
24,556,460, 22,581.263
22,564,695
19,823,000,000
77,672,386
122,368,804 115 071,217
53,229,355 48,396,148
61,994,643 72,815,602
13,446,872 14,857,392
7,164,274 6,636, 500

: 31,441,348 30, 470,255
Delaware—Wilmington. 195,312,684 185,852, 466
New Jersey--Trenton 217,004,400 204,255,300,

Total (17 citles) 20,897,796,933| 19,005,127,063

N

26,399,698 23,763,964 19,484,745 16,664,704 14,034,378 20,297,762
28,041,620 24,430,800 a a a8 25,223,004
17,650,791 16,627,048 14,710,771 13,676,691 13,412,343 19,884,920
120,061,078 105,298,948 92,462,196 80,627,567 79,752,062 119,873,195
73,194,243 66,605,541 53,097,047 43,647,131 38,619,222 59,477,435
15,793,326 17,165,764
4 2/ 22,955,183
19,724, 000 1000 000 9,000, 14,515,000,000 12, 424, 137 000!
76,507,76 53,281, 857 54,918,745
127,521,224 128,129,487 ,341, 109,079,334 95,105,428 122 899 479
55,866,619 57,734,005 49,877,120 60,586,436 74,302,077 89,952,508
90,460,534 78,250,662 66,912,697 54,383,854 51,038,394 68.915.606
18,124,203 17,332,177, a a | a a
7,452,158 6,198,074/ a a a a
34,538,941 34,407,276 a a a a
193,184,244 171,538,644 a a a a
226,801,000 219,439,000 206,265,400 177,562,000 160,425,300 165,824,000

20,869,872,171| 19,810,968,155( 17,631,127,894| 15,163.257,683 13,041,677,348| 14,801,9186,127

[+, + +
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Fourth Federal Reserve |District—Cley|eland—

Ohfo—Akron a a
Canton.... 108,871,172 95,396,066
Cincinnati.. 2,085,475,888| 2,779,940,734
Cleveland. . 5,028,185,162| 4,352,355,325
Columbus... 553,890,300 532,487,800
Hamilton.... 25,828,267 26,591,733

11,998,776 12,408,680

86,444,454 75,185,028
133,480,353 110,939,424
67,165,913 62,744,906
234,611,728 220,773,718
10,251,439 9,364,067
4,442,918
7,921,261
5,660,826,478
75,683,683
118, 423 968 112,142,759,

- a
Kentucky—Lexington. . 83.900,060 80,800,961
West Virginia—Wheeling........ 81,320,707 79,250,006

Total (18 cltles) 15,741,835,383| 14,199,255,547

a a a a a 20,416,000
126,093,320 104,127,192 84,348,282 59,009,320, 43,371,165 a
3,229,667,260| 2,880,749,980| 2,466,319,282| 2,123,727,180| 1,814,782,185| 2,088,859,037
5,128,345,199| 4,265,016,5695| 3,417,055,094| 2,978,666,477| 2,530,896,775| 3,344,466,086
644,186,500 610,964,300 526,282,600 446,690,900 346,380,650 386,397,500
28,073,487 26,440,216 22,995,266 19,879,787 17,542,891 22,717,180
19,589,112 13,370,667 10,391,357 7,138,947 3,745,165 6,169,892
101,770,891 79,667,144 83,838,909 55,220,865 44,241,486 40,929,770
153,227,452 139,392,654 112,909,268 a a a
77,527,067 66,003,167 a a a
292,146,128 252,965,251 a ! a a a
11,621,783 9,759,217 7,462,826 - 7,976,341 10,225,223
,348,650 - 5,747,133 4,812,491 3,661,657 4,938,349
9,013,511 7,786,417 12,007,318 7,408,777 13,947,659
7,387,019,411| 6,663,998,001| 5,245,717,899| 4,464, 937 655 8,794,704,050| 4,159,834,262
89,422,718 78,278,307 a a a
137,843,231 116,934,868 a n a a
9,566,363 8,603,387 a a a a
80,003,930 70,053,399 62,760,856 55,501,091 43,810,966 53,541,288
108,836,769 98,259,160 83,085,901 77,262,809 76,914,172 85,046,530

17.640,302,782| 15,498,116,955( 12,119,967,349( 10,311,541,484| 8,735,434.280| 10,237,489,676

Mansfield. .
Youngstown
Newark. ...

ol o» ohowdhnowowDohinM
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Fifth Federa! Resgerve Dis, trict—Richmo|nd—
West Virginia—Huntugton. | 21,388,785| - 16,966,889
Virginia—Norfolk 133,172,000, 123,541,000

2,106,100,984| 1,981,779,739
North Carollna—Raleigh

a a
South Carolina—Charleston. 64,263,958, 58,332,405
111,141,754 97,414,434
59,835,857 52,522,714
a a
Maryland—Baltlmore.. 3,5686,289,022| 3,274,044,507
Frederick 19,612,260 19,240,414
Dist. of Col —Washlngton.. 1,206,088,029| 1,146,655,717

Total (9 cltles) 7,307,901,649| 6,770,497,819

19,463,533 14,735,052 8,081,893 7,026,874 7,720,027 19,532,286
144,259,000 131,899,000 121,797,000 110,665,000 109,925,000 136,088,783
2,111,801,349| 1,862,526,216| 1,697,211,599| 1,558,199,157 1,288,377,373| 1,369,431,275
a . a a a a 35,824,808
70,398,304 59,768,967 50,503,403 43,008,346 38,358,700 41,086,457
100,847,185 93,460,031 76,797,614 82,116.807 b6,205,325 43,622,843
60,723,976 57,624,677 a a a
195,375,855 190,441,284 a a a
3,642,964,591| 3,349,477,081| 2,910,636,583| 2 640 026,818 2,044,121,827| 2,892,638,534
,805,476 17,510.681 15,841,503 13,558,760 10,923,323 12,114,118
1,255,990,906| 1,127,930,222 935,056,843, 738,690,669 618,459,713 956,807,113

7,622,630,175 6,905,373,211| 5,815,926,338| 5,193,382,429| 4,124,091,288) 5,507,126,307

+|+++o Ehts++t
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Sixth Federal Reserve Dis|trict—Atlanta|—
Tennessee—Knoxville 220,066,278 202,630,642
Nashville 972,802,866 904,268,055
Georgla—Atlanta.. 3,009,800,000 2,671,124,986
Augusta 64,448,828 53,152,336
Columbus. . 49,641,270 41,019,624
51,609,665 45,686,062
970,049,545 760,396,845
63,737,494 57,971,013
1,103,197,227 050,342,642
95,092,068 79,331,423
48,666,983 43,042,124
Mi&qlssippl—Hamusburg._._ 58,431,000 50,777,000
Jackson.... 93,368,399 83,971,824
. 19,757,638 17,417,323
g o 7,275,176 7,783,660
Loulsiana—New Orleans....| 2,067,058,030| 1,905,391,549

Total (16 clties) 8,805,002,467| 7,974,307,098

203,163,433 174,993,018 146,583,478 117,916,060 148,907,909 127,219,199
933,702,393 809,122,151 696,558,308 574,513,170 468,491,661 460,439,179
2,879,900,000{ 2,601,000,000| 2,204,500,000| 1,957,400,000/ 1,503,200,000( 1,414,100,000
66,170,323 62,232,159 55,199,615 46, 493 153 46,189,885 43,898,263
47,696,276 38,782,670 31,282,701 25,477,145 21,023,031 22,603,056
52,518,895 48,363,664 42,029,408 35,375,198 25,784,256 24,902,278
920,545,262 754,015,099 625,438,971 630,229,581 383,829,913 431,454,576
65,162,890 61,854,935 51,064,057 50,158,742 42,459,629 53,475,171
1,055,022,308 927,378,113 815,852,246 737,163,730 505,819,861 455,305,130
89,733,507 73,453.658 63,579,802 53,274,779 45,077,022 44,098,780
45,334,589 45,139,540 42,798,657 34,950,218 25,491,026
59,080,000 49,388,000 45,316,000 41,264,000 35 940,000]
83,111,013 75,426,977 60.643,289 a
17,560,767 16,359,272 13,773,311 13,768,947 12 697,339 | 14,065,389
8,953,149 7,907,368 7,599,830 5,759,553 5,777,793 5,851,462
1,972,629,039| 1,706,496,246) 1,434,458,217| 1,251,418,602 934,281,827| 1,362,194.381

8,500,283 ,844| 7,452,002,879| 6,335,677,790| b5,475,162,878| 4,204,971,152| 4,568,550,464
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Seventh Federal Reserve [District—Chic|ago—
Michigan—Adrian a a
Ann Arbor.... < 21,530,668 19,678,335
5,053,800,369| 4,420,416,647,
50,626,765 51,103,272
156,697,037 131,463,742
22,369,156 20,808,799,
77,795,564 71,105,294
29,486,346 25,886,802
30,250,301 31,515,382
56,761,459 51,508,633
165,659,192 137,194,345
076,591,207, 887,660,402
82,475,706 65,365,872
269,637,883 228,948,336
69,309,385 63,472,555
1,051,448,012 992,453,538
17.631,943 16,481,037,
35,077,930 32,638,322
5,228,259 5,287,725
15,030,553 14,308,122
62,189,245 58,119,036

a a
481,630,053 439,424,350
185,303,352 165,854,468

10,792,154 9,911,743
22,417,944 20,494,259
19,127,589 21,814,646
15,556,139,469| 14,561,389,212
59,260,094 52,893,205
197,260,130 185,125,968
Rockford . 60,315,769 56,646,836
Springtield... 68,637,282 65,806,845
Sterling 7,027,650 6,331,710

Total (31 citles) 24,917,518,466| 22,911,117,438

a 7 a a 2,888,423 c1,279,129 5,434,981
20,739,219 18,791,653 26,215,143 22,689,776 24,070,384 30,322,779
5,868,433,936(  5,350,618,257| 4,523,166,839| 3,574,899,424| 1,940,566,328( 3,236, 378 646
64,545,320 57,307,814 47,149,901 44,404,377 35,568,536 61,650,930
165,393,450 149,606,126 108,254,084 83,584,106 59.634.435 142, 258 1285
25,380,654 22,611,590 19,111,730 14,733,239 29,940,971 25,038,273
84,055,161 76,792,248, 60,635,640, 49,814,697 25,415,366 61,996,273

34,847,527 30,157,931 a a a a

36,069,468 30,306,872 a i a a a

59,120,228 55,615,438 41,287,155 32,267,775 24,876,368 52,982,771
183,601,777 147,972,857 113,007,665 75,338,664 77,977,081
956,086,589 862,322,000, 723,918,000 p 490,245,000 629,724,858
78,871,025 66,182,040, 48,356,968 28,182,478 59,069,090
265,073,402 250,390,993 212,171,732 189.337.859 154,284,709 159,418,789
58,435,038 48,220,037 39,882,444 26,282,737 s 50,010,133
1,095,427,491|" 1,026,855,064 829,442,858 695,437,071 773,558,234
5,372,949 22,975,541 19,679,447 16,271,010 10,243,866 20,914,981
37,173,779 a a _ a a
6,021,948 a a a - a
16,230,693 15,782,332 a a a a
58,461,120 54,376,632 45,107,313 26,314,577 d9,480,227 35,846,030
a a a a a 229,848,922
455,110,296 434,723,450, 384,830,631 310,490,729 238,540,178 257,947,159
164,903,508 174,556,808 147,043,590, 129 679,143 99,751,460 119,261,277
9,247,282 7,792,016 a a a
33,654,577 20,804,501 15, 591 957 10 ,816,689 8,048,138 15,873,582
22,616,003 22,266,884 17,068,214 23,237,192 18,442,635 49,497,639
17,013,474,941| 15,727,768,033| 13,194, 988 '368| 11,193,884.480| 9,811,744,417| 10,936,884.811
49,986,550 43,189,615 32,452,925 28,333,766 22,346,355 27,132,821
217,650,361 224,850,073 147,301,420 125,651,930 105,109,257 116,547,216
73,211,927 656,479,149 42,856,307 31,594,644 27,411,143 34,675,720
71,817,324 63,156,087 51,127,370 45,854.928 42,517,374 81,364,465
7,489,703 - 6,620,842 a a a a

oI,
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Wisconsin—Madison .
Milwaukee

Sheboygan.
Watertown.

Towa—Cedar ands
Davenport,
Des Molnes_..
Sloux City...

A
Ilinofs—Aurora
Bloomington .

Decatur
Peoria__.
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27,258,503,244| 25,110,563,783| 20,891,647,701| 17,404,549,334| 13,661,877,933| 17,255,769,616

Eighth Federal Reserve D|istrict—St. Lo|uis—
Indiana—New Albany a a
Missouri—St. Louis.. 4,527,899,785/. 4,210,544,648

Cape Girardeau... 42,501,339 38,674,741

Independence.... 6,138,439 5,606,525
Kentucky;l—l.oulsvme- 1,778,585,961| ' 1,636,000,240

a a

M x 1,100,488,998 956,497,151
linols—Jacksonville 3,601,672 3,669,271
QUINCY e e S, - 28,784,000 28,627,000

Total (7 citles) 7,488,090.194 6,879,519,576

a a a t a a 4,957,083
4,815,001,861| 4,497,830,366| 3,940,653,793| 3,451,741,408| 2,807,125,979| 3,069,950,302
37,840,603 a a a a

5,618,668 a 2 a a
1,786, 445 321/ 1,631,0567,919| 1,395,116,493| 1,189,400,966 915,049,001 911,287,760
a a a 29,040,978 65 500
1,043.292,740 1,036,239,585 828,308,249 759,789,887 600,085,326
3,609,981 3,396,902 2,646,756 2,300,303 1,701,144
31,766,000, 27,337,000 22,316,000 19,341,000 13807,996 o7 V717,677

© 7,728,793,846 7.‘239.321.043' 6,180,041,291| 5.422,673,5684' 4,457.710.424] 4.635,322,762
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BANK CLEARINGS IN DETAIL FOR THE LAST EIGHT CALENDAR YEARS ACCORDING T0 FEDERAL
RESERVE DISTRICTS—(Concluded)

Inc.or
Clearings at— Year 1939 Year 1938 Dec. Year 1937 Year 1936 Year 1935 Year 1934 Year 1933 Year 1932

$ § $ $ $ $

189,674,147 155,717,562 136, 061 636 122,706,582 130,713,267 124,249,675
3,686,111,280 B 5, 2,704,320,377| 2,518,077,098| 2,437,597, 1703
15,630,019 5,707,777 1 9,603,563 8,749,470 11,7 74
1.348,159.28% 18 o 1, 171 1034.947 1, 034 463,068 759 852,909 768 1083,755

$

Ninth Federal Reserve Dijstrict—Minne npolis-i
Minnesota—Duluth 163,266,004 160,128,897
3,256,314,637
16,081,483
1,257,865,021
18,867,577
Fergus Falls | 6,013,738
North Dakota—Fargo- 118,125,141 110,029,903
Grand Forks 12,938,000 12,090,000
Mino 9,811,936 9,347,492
South Dakota—Aberdeen-.. 39,934,435 © 86,129,756
Stoux Falls. 79,487,575 78,225,458
9,155,292 7,468,026
40,548,709 35,942,778
143,558,162 40,327,461
159,682,127 128,205,656
3,789,731 2,797,591

Total (16 citles) cuvemmm---| 5,5620,646,753] 5,175,835,474

ﬂ

113, 245 138 94, 138 5056 e79.015.141 a 86,620,14'
12,071,000 7,000 9,865,000 a a ] 36 i
10,803,287 8,013,276 6,708,510 6,680,285 8,930,697
35,789,837 32,110,879 29.719.141 23,936,910 23,375,717 29,701,849

87,003,766 64,355,618 46 599 479 39,216,329 40,379,680

a a a
27,497,608 19, 812 2056 14,455,233 16,863,142
1 37,779,284 28.911,576 18,653,217 25,693,563
139,845,538 133.650.063 138,492,287 118,424,513 92,093,077 89,079,362
2,925,014 3,258,237 2,839,708 . 2,177,732 1,895,406 2,164,140

5,742,461,878| 5,286,467,352| 4,767,297,866| 4,117,752,515| 3,613,762,008 3,641,159,987
l
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Tenth Federal Reserve D|istrict—Kansa|s City—
Nebraska—Fremont 4,781,097
6,827,961
124,618,947
1,566,341,518| 1,468,348,841
207,337,170 193,788,636,
7,190,368
11,107,991
115,336,689,
151 025 1022 156,889,024
25,169,655
4,766,827,148
#t. Joseph. 158,687,160
Carthage 2.
Oklahoma~—Tulsa 442, 495 358
Colorado—Colorado Springs- i 33,244,923
Denver - v 1.486.319.196
Pueblo 33,086, 1746 29,469,778
Wyoming—Casper 18,159,789, 16,604,267

Total (18 cities) -cuuan ----| 9,230,741,885| 8,675,688,693

5,520,136 5,780,845 5,105,867 4,415,714 3,034,341 7,986,310
7,173,196 6,574,057 5,423,947 3,504,695
138,799,707 146,074,547 120,181,318 99,004,093
1,610,593,487| 1,646,788,876| 1,503,195,104| 1,374,821,061 996,877,087
199,899,968 153,774,148 68.975 1947 71.889,000 63,581,182 87,338,172
6,974,124 6,069,089 a a
9,274,696 9,235,678 a a a
116,235,352 111,380,296 112,525.134 104,021,086 77,088,698 88,550,152
180,126,205 164,494,117 144,325,076 123,508,559 107,650,616 201,101, 1302
26,376,321 24,038,673 20,873,621 16,485,011 16,146,583 16,061,956
5,258.142,334| 4,768.638,222| < 4,348,112,547| 3,618,798,980| 2,864,297,991 3,185,864.846
160,608,436 162,350,688 152,587,831 148,803,397 128,383,306 133,442,013
6,457,219 a a a a
512,145,985 342,644,169 263,846,799 205,959,201 229,531,857
34,845,146 29,863,143 25,400,516 25,341,584 34,377,605
1,665,857,014 1,264,029,832| 1,050,048,675| 861,523,862 660,057,247
33,537,057 7217, 30.482,372 26,846,585 26,218,469 36,266,412
16,234,337 14,213,463 a ~ i@ a a

9,987,800,720|  9,212,121,290|  8,148,325,808| 6,931,394,176| 5,459,341,208 6,184,439,289
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Eleventh Federal Reserve| District—Dalllas— - ’

73,591,466 62,830,872 85,584,047 43,171,694 35,460,095 41,840,979
56,008,072 45,982,307 41,325,384/ 34,541,051 28,911,392 39,415,845
2,609,944,350] 2,401,917,080| 1,969,200,258| 1,743,402,700 R 1,381,360,860
240,023,454 203,789,582 169,198,093 142,061,819 122,988,459
328,269,894 290,521,612 258,998,181 241,650, '309 278,396,143
130,036,000 109,293,000 107,458,000 100,828,000 119,756,000
1,808,758,478| 1,420,404,459| 1,246,139,725 1.051,135.777 1,008,516,606
19,475,929 16 371,328 14,818,879 11,889,995 12,726,906

,616, 15,648,582 a a a
49,089,516 40,310,614 40,372.635 31,907,778 25,922,548 27,723,000
187,557,389 162,007,926, 113,607,489 104,773,164 « 96,808,976 117,848,311

6,073,786,064| 5,218,927,273| 4,235,969,205| 8,727,272,991 3,101,842,486| 3,150,573,108

78,623,165
49,492,293
2,535,006,618
231,666,044
365 169 364 360, 082 683
123,078,000 134,271,000
2,386.748,464 2, 123 692 315
22,379,875 21,641,625
15,568,184 14,065,097
Wichita Fall§-cecccccaun 47,443,198 50,430,267,
Loulsiana—Shreveport. 167,790,973 172,330,942

Total (11 citles) 6,299,325,946| 5,771,302,039

R
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Twelfth Federal Reserve [District— San |Francisco—
Washington—Bellingham ... 23,129,218 19,122,710
1,842,375,027|  1,709,245,848
Spokane a

a
Yakima.. 54,410,520 47,998,791
Idaho—Boise. . 62,435,411 64,494,112
Oregon—Eugene 13,765,000 12,216,967
Portland- .. 1,602,816,358| 1,472,080,460
Utah—Ogden..... 34,513,965 33,690,926
Salt Lake City- 787,415,117 708,225,672
Arizona—Phoenix 163,096,727 150,778,848
California—Bakerstield 94,466,408 101,138,468
92,487,034 80,379,357
218,616,388 213,192,545
44,523,000 40,922,000
182,538,672 189,305,472
39,930,913 40,503,037

a a
7,350,410,140 7,052,520,016
146,992,442 139,505,101
76,549,463 75,734,317

a a a a a a a

116,135,605 110,832,824 120,287,890 107,312,509 81,993,166 65,025,016 52,278,639 60,161,524
Total (19 cities) 12,946,607,408( 12,261,887,471 14,346,579,222| 13,113,443,808| 11,477.857,599 9,925,187,182| 8,254,163,516| 9,225,812,317
Grand total (181 citles)...|304,323,157,503/292,710,865,663| = +4.0 333,084,341,890(328,345,828,983|297,039,343.808 261,316,869,532|241,315,410,718(256,582,242,429

Outside New York 138,409,614,0741127,554,968,367|  +8.5/146,344,564,369 134,797,031,566/115,488,335,445 99,810,074,30!} 83,901,416,068' 96,443,778,646

26,188,975 30,505,738/ 24,251,067 20,551,984 18,315,353 20,692,540
1,086,377,848| 1,727,459,279| 1,459,645, '960|  1,184,192,448 984,977,931| 1,141,237,256
481,017,848 484,631,000 '436,953, 1000 375,656,934 267,299,000 285,351,000
56,988,773 49,189,433 35,724,785 27,272,960 16,999,968 22,906,861
68,315,456 62,414,637 56,332.426 45,369, \745) 30,284,099
13,101,000 10,488,000 8,999,466 7,012 1000 5,071,000
1,651,542,959| 1,471,756,115| 1,278,957,000f 1 077 794,625/ 847,349,215
,045,064 40,385,430 36,385,824 26,602,877 23,353,769
856,541,593 755,931,770 648,247,800 549,374,665 460,012,259
190,352,270 165,762,278 105,253,879 77,699,146
99,898,625 72,663,623 45,617,585 33,651,727
85,845,412 225,071,465 190,145, 1384 212,965,852 149,560,432 162,840, 1991
218,923,045 206,623,861 174,486,406 137,205,788 138,258,182 156,230,106
47,142,343 38,648,581 30,786,473 24,924,181 19,130,473 20,572.371
209,351,235 181,250,449 .146,110,341 128,540,941 160,692,209
45,619,759 42 570,638 35,809,430 31,946,365 37,658,984

a a 237,276,460 8 323,537,317
7,913,846,274| 7,230, 151 707| 6,468,834,882| 5,475,265,205 4,684, 614, 157 6,053,860,846
154,757,584 137,438,473 115,331,953 95,221,099 75,193,614 83,484,854
79,435,269 74,188,822 59,914,224 52,096,573 E 45,048,070 gg ggz (7)%?
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CANADIAN BANK CLEARINGS FOR THE LAST EIGHT CALENDAE YEARS

Clearings at— Year 1939 : Year 1938 c. Year 1937 Year 1936 Year 1935 Year 1934 Year 1933 Year 1932

$ $ $ $ 3 3 3 $
‘Toronto 5,735,792,413|  5,835,980,087 7 6,397,987,564| $,465,263,740( 5,720,065,081 5,643,622,459| 4.916,531,044 4,072,710,626
Montreal. 5,382,362,366 % 5,874,146,518] 5,386,188,857| 4.582,416,673| 4,653,226,8571 " 4.249.531,044 3,970,526,109
1,800,572,038 . 2,030,163,981| 2,925,627.,890 2,622,557,766| 2,676,160,032 2,807,734,669
867,619,815 975,233.0-’:8 953,566,363 781,264,535 765,632,352 667,955,703
1,041,873, 213 998,823,350 1,001,883,247| 1,132,979,501| 1,076,864,472 219,698,923 196,686,200,
245,139,004 250,085,177 264,680,505 222,901,251 207,012,322 200,669,727 191,774,825
130.677,1]4 128,130,092 134,094,626 119,545,816 112.710,682 110,685,559 100 859,482
267,959,422 254,838,784 285,024,414 236,482,873 191.844.548 1¢1.235,709 175,111,440
279,663, 913 300,161,170 306,818,675 308,317,532 292,584,649 265,085,201 256,392,620
91,306,823 99,326,689 90,730,398 84,059,113 84,066,825 74,776,201
85,9 7,667 89,982,678 87,484,888, 79,007,806 73,931,173 69,300,609
133,836,073 146,861,077| . 145,222,921 134,707,964 128,018,177 116,906,848
201,977,800 201,034,053 206,183,407 197,022,172 199,411,079 189,164,864 173,437,238
236,614,247 207,704,394 186,954,510 218,683,821 191,995,407 181,277,354 170,858,647 177,159,334
16,972,436 17,582,200 16,950,884 16,404,775 15,020,604 15,458,987 14,533,360 17,380,404
26,996,737 26,331,676 25,229,839 24,005,888 23,963,851 20,785.706 17,284,264
69,199,123 64,577,460 70,019,705 77,033,722 74,956,724 65,343,280 .600. 73,352,974
31,805,491 29,487,745 31,006,707 31,587,919 27,283,900 24,740,854 q 28,606,507
44,722,991 46,424,869 50,506,997 45,356,164 41,207,595 38,456,442 39,549,377
34,157,614 37,527,993 40,656,659 37,944,011 30,851,099 32,061,443 26,551,154 28,973,994
33,076,134 32,268,265 35,055,324 27,463,691 ,028, 21,278,151 23,365,496
12,903,438 12,080,166 12,092,715 12,995,361 9.819.336) 9,589,600
30,242,390, 31,008,592 33,244,953 31,325,062 ; 30,217, 1665
36,637,765 36,194,610 35,528,450 ! 28,659,155 28,628,148 28,246,454
53,778,981 56,352,021 56,542,065 834, 50,410,984 50,268,747 v
137,314,911 145,037,711 161,779,776 | 115,902,542 104,459,995
18,795,057 15,742,084 18,048,670 17.814,601 18,437,203 . 14,357,763 8 14,343,182
38,648,684 38,511,645 41,517,849 37,250,498 34,991,249 35,940,771
29,484,374 29,132,380 29,466,619 28,025.965 26,825,520 25, 953 783 27,468,131
30,137,349 29,852,329 31,711,834 25,865,396 192, 22,129,849 21,461,348 22,190,244
23,470,146 27,452,517 25,205,942 23,754,493 23,057,600 20,886,630 18.781.335 20,037,081
51,126,332 50,871,255 50,746,390 46,338,501 38,895,230 34,881,455 26,470,127 24,215,294

17,742,699,528! 17,264,888,0071 +2.8' 18,854,552,327! 19.203.324,678 16,027.457,721| 15,963,488,513] 14,720,600,993' 12,909,613,409
a No figures avallable. b Two months’ figures c Eight months’ figures, d Three months’ figures. e Not ncluded in total, x Partly estimated
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Electric Utilities During 1940
By ErRnNesT RR. ABRAMS
(Concluded from page 543)
tion of which his contemplated Administration
would be committed, and he has steadily advocated
its construction ever since his inauguration. Yet
it took a European war to bring the project to its
present stage of probability., ~

Although the Treaty of 1932 was signed by both
national governments well after the business depres-
sion had taken hold, that economic disturbance was
still regarded in both countries as of passing im-
portance, and with the expectation that a returning
prosperity would soon erase its unpleasant memory.
But as the depression hecame progressively worse,
and as the economic fallacies of the undertaking
became increasingly apparent, sectional rather than
political opposition developed in the United States
to defeat ratification and seal the treaty’s doom.
For there never was a time between the late summer
of 1932 and the fall of 1939 when the Dominion
Government, and particularly the Governments of
Ontario and Quebec, looked with favor on the de.
velopment of navigation and power in this strip of
international water. _

A moment’s consideration will disclose the rea-
sons. First, Canada’s rail system had been con-
structed to serve twice the existing population; it
was not overburdened with traffic; its rates were
substantially lower than those in effect in the
United States, and the greater part of Canada’s rail
mileage was owned and operated by the Dominion
Government. So when the decline of industrial out-
put occasioned by the business depression and the
inroads of Iong-di_st'ance motor trucking materially
reduced rail traffic, the business and political inter-
ests of Canada found nothing appealing in a costly
scheme to increase the transportation facilities of
the Dominion. And second, the electric power de-
mands of both Ontario and Quebec had fallen off
markedly during these seven years of depression;
the publicly-owned Ontario Hydro-Electric under-
taking was slowly devouring its cash reserves, and
Canada was exporting power to utilities below the
border at approximately its increment cost, so the
development of more power obviously held little

appeal in the two Canadian Provinces most vitally -

affected.

The Commercial & Financial Chronicle

Jan. 27, 1940

But all this was changed with Canada’s declara-
tion of war against the German Government in
September, 1939, and with Great Britain’s an-
nounced intention of expanding Canada’s industries

as-a major source of supply of vital materials and

equipment. For, almost immediately, Canadian
power exports to American utilities were cut off,
and visions of a severe overtaxing of Canada’s
transportation facilities arose. Here, then, was the
situation for which the present Administration had
long prayed—an overpowering Canadian desire for
added sources of power supply and for increased
transportation facilities. And negotiations were
immediately started between the two national gov-
ernments which will probably lead to a new treaty
for the joint improvement of the International
Rapids section of the St. Lawrence for navigation
and power development, while the New York Power
Authority is laying plans for a further power devel-
opment on the Niagara River as a supplementary
activity in the United States alone. '

Although negotiations to date have reportedly
eliminated certain objectional features of the 1932
treaty—notably, changing the project from a two-
(iam to a one-dam undertaking and assuring Chicago
of a more adequate and equitable water supply—a
preliminary survey has indicated this new treaty
will probably encounter formidable opposition in the
United States and again fail of Senate ratification.
But until Senate approval has been definitely with-
held, the mere threat of the construction of a huge
power project along the northern boundary of New
York is certain to have a depressing effect on the
securities of all electric utilities whose operations
lie within transmission range.

Aside from the dangers of increased Federal regu-
lation and reformation of electric utilities, the
country wide, and the specific threat of “yardstick”
competition in the highly industrialized Northeast,
1940 should prove a satisfactory year for the pri-
vately-owned electric power and ligh