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IN 1939

NEW ENGLAND MUTUAL

Again Brought Peace of Mind
to Thousands of Families

Normine gives this Company greater satisfaction than
the 39 millions of dollars it paid out to its members
in 1939: that families of men who died might live
in comfort and security . . . that children might be
educated . . . that those no longer young might retire
from active work. ~

While Insurance-in-Force, Assets, and Surplus
showed healthy increases during the year, the primary
purpose of life insurance is to bring help to people
in their time of need. ‘

For the record: Since its organization, New Eng-
land Mutual has paid $713,000,000 to its policyholders
and their beneficiaries. This sum, with policyholders’
funds now held in trust to fulfil present contracts,
amounts to $154,000,000 more than all premiums paid.

96th ANNUAL STATEMENT

December 31, 1939

NEW LIFE INSURANCE.....cc000....$123,278,470
Including Additions and Revivals

INSURANCE IN FORCE ............$1,573,841,459
35 millions more than ever before
30% more than at the end of 1929

ASSETS ......oivivennnnnnnaseesss.$468,860,456
Increase of $33,136,776

LIABILITIES .....ccccvveeesnncnses.$449,849,653
Includes $10,000,000 for 1940 dividends S

SURPLUS AND CONTINGENCY FUNDS. .$19,010,803
Increase of $1,629,758

Copy of Annual Report Gladly Sent upon Requesf‘

Dividends

UNION CARBIDE
AND CARBON
CORPORATION

\4

A cash dividend of Sixty cents
(60c) per share on the outstand-
ing capital stock of this Corpora-
tion has been declared, payable
April 1, 1940, to stockholders of
record at the close of business

March 8, 1940.
ROBERT W. WHITE, Treasurer

(OERoAL Jesmex Jrst
CORPORATION

Convertible Preference Stock,
$4.25 Series of 1935, Dividend

A regular quarterly dividend of $1.06% on the
Convertible Preference Stock, $4.25 Series of
1935, of COMMERCIAL INVESTMENT
TRUST CORPORATION has been declared
payable April 1, 1940, -to stockholders of
record at the close of business on March 9,
1940. The transfer books will not close. Checks
will be mailed.

Common Stock—Regular Dividend

A regular quarterly dividend of $1.00 per share
in cash has been declared on the Common Stock
of COMMERCIAL INVESTMENT TRUST
CORPORATION, payable April 1, 1940, to
stockholders of record at the close of business
March 9, 1940. The transfer books will not
close. Checks will be mailed.

JOHN 1. SNYDER, Treasurer.
February 26, 1940.

B—

THE ELECTRIC STORAGE BATTERY CO.

The Directors have declared

E 4 b from the Accumulated Sur-
Xl e plus of the Company a divi-
N LUTY dend of Fifty Cents ($.50)

per share on_ the Common
Stock and the Preferred Stock, payable
March 30, 1940, to stockholders of record
of toth of these classes of stock at the close
of business on March 9, 1940. Checks will
be mailed.
H. C. ALLAN, Secretary and Treasurer.
Philadelphia, February 16, 1940.

Allied Chemical & Dye Corporation
61 Broadway, New York
February 27, 1940

Allied Chemical & Dye Corporation
has declared quarterly dividend No. 76
of One Dollar and Fifty Cents ($1.50)
per share on the Common Stock of the
Company, payable March 20, 1940, to
common stockholders of record at the
close of business March 8, 1940

W. C. KING, Secretary

NEW ENGLAND MUTUAL

LIFE INSURANCE COMPANY of BOSTON
George Willard Smith, President
THE FIRST MUTUAL LIFE INSURANCE COMPANY CHARTERED IN AMERICA

Agenclies In Principal Cities from Coast to Coast

e

THE ATLANTIC REFINING C€O.

PREFERRED
DIVIDEND

NUMBER

At a meeting of the Board of Directors
held February 26, 1940, a dividend of
one dollar ($1) per share was declared
on the Cumulative Preferred Stock,
Convertible 4% Series A, of the Com-
panl rayable May 1, 1940, to
stoc folders of record at the close of
business April 5, 1940. Checks will

be mailed. W. M. O'CONNOR
February 26, 1940 il
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IRVING TRUST COMPANY

. February 29, 1940
The Board of Directors has this day declared
a quarterly dividend of fifteen cents per share on
the .capital stock of this Company, par $10.,
payable April 1, 1940, to stockholders of record

at the close of business March 12, 1940.
STEPHEN G. KENT

Secretary
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The Financial Situation

HERE are a number of current issues, or what
ought to be current issues, which critics of the

New Deal, whether in political life or in the business
world, are in the habit of skirting on padded feet.
In some instances, as for example social security, so-
called, what has been done has such wide, if mis-
guided, popular approval, in the main, that few ven-
ture in public to do more than suggest modifications
in practice or in detail. In other cases, doubtless,
other causes operate, while in a certain number the

resultYin a situation stillfmore difficult to remedy.
Thanks in part to New Deal tinkering with the gold
content of the dollar and in part to a number of other
causes, some of them beyond the control of the Na-
tional Government and some of them quite within its
control, we had, long before the European war de-
veloped last autumn, induced the growth of a purely
artificial ease in the money market and a frozen con-
dition of bank assets in this country, the like of which
the world probably had never before seen. On

situation is so inadequately
understood and the prob-
lems presented are so diffi-
cult that few venture an
opinion as to what ought
to be done. Nowhere, per-
haps, is this tendency to
“wince and relent and re-
frain’’ more conspicuous
than in the state of affairs
that has come into being in
recent years in our banking
system. We have here, un-
doubtedly, a feeling on the
part of many that banks
and banking is too “deli-
cate” a subject to be dealt
with fully, frankly and
vigorously lest the public
grow frightened and pre-
cipitate a “crisis”’ of some
sort.

The situation in which
our banks find themselves
today certainly should not
be lightly, frivolously or
irresponsibly exposed. Yet,
assuredly, nothing is to be
gained by feeding the pub-
lic the popular soothing

syrup to the effect that

“our banking system was
never sounder or more
liquid.” Such a statement
is utterly out of accord
with the truth, and so long
as we pretend that there is
nothing serious the matter
with the banking situa-
tion, just so long are we
likely to find it impossible
to obtain the popular sup-
port for the action which is

“He Is No Longer Wholly Free”

On Feb. 26 the United States Circuit Court
of Appeals upheld the contention of the Na-
tional Labor Relations Board that an em-
ployer must, under the National Labor Rela-
tions Act, put into writing any agreement
that may be reached through the collective
bargaining process.

In rendering the opinion, Judge Learned
Hand, referring to the contention of the em-
ployer in this case that to oblige him to enter
a written contract with his employees would
deprive him of “that absolute freedom in ne-
gotiation which he had at common law, and
wl.lech Congress meant to preserve to him,”
said:

“But he is no longer free anyway; before the
Act he was not obliged to bargain with his em-
ployees collectively; he was at liberty to refuse
to negotiate with them at all, or otherwise
than severally.

“The Act impaired that freedom; it meant
to give to the employees whatever advantage
they would get from collective pressure upon
their employer; and the question here is what
are the fair implications of that grant.

“They should include whatever is reason-
ably appropriate to protect it, and no one can
dispute that a permanent memorial of any

_ negotiation which results in a bargain is not

only appropriate but practically necessary to
its preservation.

“It is the merest casuistry to argue that the
promisor’s freedom to contract includes the
opportunity to put in jeopardy the ascertain-
ment of what he has agreed to do, or, indeed,
whether he agreed to anything at all.

“The freedom reserved to the employer is
freedom to refuse concessions in working con-
ditions to his employees and to exact conces-
gions from them. . . .”

We shall know definitely whether the inter-
pretation of the law here made is to be the
final ruling when the Supreme Court speaks,
if, as appears to be expected, the case is taken
to the highest tribunal.

Meanwhile, Judge Hand has made it clear
enough that the employer is no 1onger wholly
free, regardless of the matter of a written con-
tract, and regardiess of how a number of other

points current.y in dispute are finally de-
cided.

The question for the American people is
this: Is it wise to restrict the freedom of the
employer in this way? It is a question to
which they should give very serious thought.

Aug. 30 last our gold stock
stood at $16,638,000,000,
or over $3,500,000,000
greater than it was a year
earlier. Member bank re-
serve balances had risen to
$10,951,000,000, or $2,-
772,000,000 above the fig-
ure at the corresponding
date of the preceding year.
Excess reserves of member
banks were officially esti-
mated at $4,800,000,000.
Of total loans and invest-
ments of reporting member
banks on the same date,
amounting to $22,442 -
000,000, some $10,851,-
000,000 were direct or in-
direct obligations of the
Federal Government, an
amount greater by $1,407 -
000,000 than was reported
a year earlier. Despite very
large amounts of money in
circulation, deposits at all
banks were then higher
than they had ever been at
any time in our history.
The six months which
have elapsed since that
time have served to accel-
erate the movement which
was then so markedly in
evidence and which had
already gained such re-
markable proportions. Our
gold stock has grown some
$1,528,000,000 to the stag-
gering total of $18,166,-
000,000. Member bank re-
serve balances have in-
creased by $1,367,000,000,

necessary in order to place our banks in a sound and
liquid condition. It is true also that the condition
which has been permitted to develop—or rather has
been deliberately induced—in our banking system is
one which will not yield to easy or superficial treat-
ment. Indeed, it may be said with assurance that
the utmost wisdom and courage will be required to
restore conditions to normal. Anyone may be readily
excused for hesitating to lay down a detailed treat-
ment for this purpose.
Our Banking Problem

Yet there the problem is. It urgently demands at-

tention, and further neglect of it can hardly fail to
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standing now af $12,318,000,000. Excess reserves
of member banks are now officially estimated at
$5,690,000,000, or $890,000,000 greater than at
the beginning -of last September. Total loans
and investments of reporting member banks have
risen some $769,000,000 to $23,211,000,000, while
holdings of direct and indirect obligations of the
Federal Government have moved up $404,000,-
000 to $11,255,000,000. Currency in circulation
is still very large, while deposits of all banks are
without question very substantially higher, and
equally without question greatly above the previous
all-time high.
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Nor ig there any good reason to suppose that the
trend will soon come to an end or reverse itself.
Great Britain and France have relatively large
stocks of gold, some of it in this country under ear-
mark. They are in our market for various war sup-
plies, and are in all probability destined to buy
more freely here in the future if the war continues
and particularly if, as seems to be expected, it grows
in intensity. Sooner or later, it is to be presumed,
they will make payments for their purchases by use
of at least a part of their gold. Quite regardless
of the war, however, we have been importing gold
for years past at a rate in excess of the rate at
which the metal is being mined outside of this
country. There is at this time certainly nothing in
sight to suggest that this inward movement of gold
will come to a permanent halt in the calculably near
future. The influx of gold in the past has in a
great measure reflected what is known as a flow of
capital toward our shores, and in the past there has
always been the possibility—though hardly the
probability—that foreigners would begin to with-
draw the funds they had sent here for safekeeping,
and that we should in consequence lose some of our
excessive supply of gold. The European war if
long continued will definitely tend to reduce and
ultimately in a large degree, to eliminate this pos-
sibility, since the funds in question are in effect
being seized by the warring powers and will, as-
suming a continuation of the war, be at one time or
another expended here for goods, leaving little or
no ‘“capital” here to be withdrawn. A marked in-
tensification of military operations would of course
greatly accelerate the process. ,

The outbreak of war in Europe has naturally
greatly complicated the problems here involved,
which were in all conscience difficult enough with-
out such a development, but it is clear enough that
the situation by which we are faced is not in the
least likely to mend itself, war or no war, and such
being the fact there is no point whatever in defer-
ring to another day a trying task which must sooner
or later be tackled and which is more or less certain
to grow more difficult rather than less so as time
passes. Meanwhile the very existence of the pres-
ent state of affairs presents a hazard which cer-
tainly does not diminish as time passes and the con-
dition becomes more and more aggravated. Much has
been said of the danger inherent in the unpreceden-
tedly large volume of idle funds now in the banks
and in the staggering volume of excess reserves of
member banks. That danger has without the slightest
question been present for a long time past. Exceptin
the absurdly high prices of investment securities,
the situation thus existing has not greatly reflected
itself in our economy generally as yeét, due chiefly
to the costly preventive furnished by damaging gen-
eral public policies in other directions and partly,
doubtless, to the very fact that the danger has been
widely observed and well recognized. It remains,
however, and should the European war presently
stimulate business here in a degree remotely com-
parable to that in 1915, the hazard inherent in our
present banking situation would be greatly en-
larged. It would, of course, be folly to depend upon
timely correctives applied by our money managers.
There is every reason to expect them to be distinetly
timid in taking action in view of their experience
in 1937, and in any event a highly artificial situa-
tion such as now exists simply is not amenable to
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control in any such way. Steps taken for control

.purposes are likely to be either ignored or else re-

sult in sharp reversal in the business world, depend-
ing in large part upon the degree in which a spirit
of optimism and adventure has developed with the
rank and file of the business community. With
the fiscal situation still badly out of hand, and
with a government clothed with extraordinary
powers enabling it to alter radically at a moment’s
notice the fundamentals of the position in which
they find themselves, banks heavily burdened with
government obligations can scarcely be expected to
act as if they were unaware of the situation in
which they actually are placed.

Prerequisites

It is, of course, much easier to cite unfortunate
features of the existing situation, and even to as-
sign specific causes, than it is to formulate a cure,
but it is clear enough that full recognition of cer-
tain facts not now always fully appreciated must
precede any fruitful endeavor to find a solution.
One of these, and perhaps the most obvious, is that
the state of affairs is for practical purposes with-
out a remedy so long as the national budget is so
badly out of balance and so wanting in prospect of
real improvement as is the case today. Until the
budget is balanced, or definitely, substantially, and
convincingly moving in the direction of a balance,
it is idle to expect any regime in Washington to

- take the steps necessary to a correction of the bank-

ing situation, and in the final analysis only the
government can supply the needed correction. A
government obliged to borrow billions of dollars
from the public annually can in the existing situa-
tion survive only by permitting or induecing by
whatever means are at its command a basically in-
flationary banking and credit situation. Any ef-
fective action to set the banking system to rights
would almost inevitably wreck the credit of the
Treasury, and that fact of course is well known to
those who govern in Washington. Any other Ad-
ministration would soon be as well aware of the
fact. A definite prerequisite to restoring banks
in this country is a sharp and continued reduction
in public expenditures, Unless this or any other
Administration succeeding it is prepared to reduce
expenditures to the point of balancing the budget,
it may as well abandon any hopes of bank reform.

Other Aspects

There are certain other and somewhat less obvi-
ous aspects of this situation. For the most part
they have to do with the price of the dollar in the
foreign exchange market, the ability of foreign
peoples to buy our goods, and to some extent with
that all-pervasive sympathy in this country with
the Powers now aligned against Germany. In some
quarters it appears to be believed that it is all-im-
portant to prevent the dollar from becoming inordi-

‘nately valuable in foreign countries, that we should

be unwise to take any steps in the monetary field
which would in any way reduce the ability of for-
eign peoples to buy our goods, and that it is to our
interest to lend all the aid at our command to the
British in an endeavor to save sterling from fur-
ther deterioration in terms of the dollar. A stable
relationship between the dollar and the currencies
of other countries of the world is certainly a con-
summation devoutly to be wished, as is likewise
purchasing power in the hands of would-be buyers
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of our goods—all quite without reference to the
war in which certain leading Powers are now en-
caged. It is, however, essential not to lose sight
of the fact that such highly desirable objectives on
any sound and abiding basis are quite beyond the
reach of mere monetary, credit, or bank tinkering,
and that efforts to reach them by such means may
~casily result in serious injury rather than profit.
If the rest of the world is unable, whether by rea-
son of war or our own tariff policies, or from any
other cause, to furnish us goods and services in
amounts sufficient to provide dollars to pay for
exports from this country, there is no way by
which we can keep the price of the dollar down
indefinitely—at least, there is no way which will
not inevitably bring serious disturbances sooner or
later, and end in our finding that we have in effect
given a substantial part of our exports away pre-
cisely as we found after 1929 that we had not been
and were not likely to be paid for many of the prod-
ucts we sent abroad during the mad twenties. Cer-
tainly it would be folloy on our part to consent to
the indefinite continuation of a process which is
undermining—has, indeed, already in large part un-
- dermined—our banking and credit structure, in the
vain hope that by so doing we can in some esoteric
way avoid the inevitable in the foreign exchange
market. All this touches us from several direc-
tions, but in none s0 pointedly as in connection with
policies which not only permit but encourage the
inflow of gold in excessively large amounts at very
high prices and makes it inevitable that it all pass
through the banking system and then be piled in
public vaults to act as a reserve for further expan-
sion of bank credit.

Quite apart from the effect of such imports upon
our banking structure, we should of course face the
fact without flinching that in sending out our goods
and in furnishing services to the rest of the world
against payment in gold we are taking in exchange
2 metal whose value is more than doubtful. To be
sure, it can be converted into dollars and thus add
to our book wealth, as it were, but the fact remains
that the yellow metal is, as such, quite worthless
to us. At some time or other in the distant future
when (as we believe) the rest of the world returns
to the gold standard, the value of the metal may
again become more normal, but when that will be
and how much gold will be worth even then are
beyond the ken of mortal man at this moment, and
moreover both are in substantial degree dependent
upon access on the part of foreign countries to our
hoard of the metal, which, in turn, depends upon
their ability to pay for it with something other than
doubtful promises to pay or the metal itself. We
should cease to permit the spectre of a rapidly ris-
ing dollar to deter us in the consideration of our
banking and credit policies.

A further elementary consideration of far-reach-
ing importance is that to make headway with the
restoration of banking in this country we must defi-
nitely and consciously abandon the practice and
the notion of using money, credit, and banking for
purposes which are wholly foreign to the purposes
for which money, credit, and banking were insti-

tuted, i.e., for managing or controlling industry -

and trade, first stimulating it and then restraining
it much as one opens or closes the throttle of an
- engine for similar purposes. Considerations which
- govern the sound extension of credit or demand a
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restriction of credit and those which must govern -
such actions if the mechanism is to be employed as
a control device are of a different order, and the
policy indicated by the one is more often than not
diametrically opposed to that dictated by the other.
Not only must such ideas be abandoned, but the
various extraordinary powers vested in the execu-
tive branch of the Government for the purpose of
facilitating this employment of credit must be
brought promptly to an end, if for no other reason
only because as long as such authority is held the
temptation to use it will be great, and moreover it
will be impossible to convince anyone that the
money-mdnaging theory has been discarded.

When all this is fully realized and fully accepted,
the task of finding a way out of the morass into
which failure to understand it has plunged us will

.still remain, but when such a realization is a fact

we shall be in a position to devote our attention
seriously to that task.

Federal Reserve Bank Statement

ARDLY a variation is to be noted in the
official banking statistics, this week, from
the previous tendency toward continuous expansion
of credit resources in the United States. The idle
credit total was affected little, in the week to
Feb. 28, by shifts of official and unofficial deposits
with the Federal Reserve banks. There was a de-
cline of currency in circulation by $11,000,000 to
$7,439,000,000, and this contributed a little to the
upbuilding of excess reserves of member banks.
The principal item, however, was again a sizable
addition to our monetary gold stocks, the advance
amounting to $38,000,000, so that the total moved
to another record at $18,166,000,000. The gold in-
flow was the principal reason for an increase of
excess reserves of member banks by $60,000,000 to
$5,690,000,000, and it seems unnecessary to remark
that the latter figure constitutes an all-time high.
In the course of the month now started the excess
reserve level may well recede somewhat, owing to
income tax payments to the Treasury, and possibly
to Treasury borrowing of new money. But these
will be only temporary influences, of no great sig-
nificance in the long-term credit outlook. The pro-
digious total of idle bank funds contains the po-
tential of a most dangerous credit expansion. It
is evident, however, that credit accommodation for
either business or speculative purposes is only in
mild demand, for the time being. A seasonal ex-
pansion of business loans appears to be in progress,
but only on a small scale. The weekly reporting
member banks in New York City indicate an in-
crease of business loans in the statement week by
$6,000,000 to $1,651,000,000, thus augmenting a
tendency previously apparent in the other 100 re-
porting communities. The New York City banks
report a decline of brokers’ loans on security col-
lateral by $15,000,000 to $457,000,000.

In the statement week to Feb. 28 the Treasury
deposited $54,499,000 gold certificates with the 12
regional institutions, raising their holdings of such
instruments to $15,793,621,000. Other cash fell
slightly, and total reserves moved up $52,600,000 to
$16,170,650,000. Federal Reserve notes in actual
circulation declined $2,101,000 to $4,858,677,000.
Total deposits with the regional banks advanced
$70,506,000 to $13,623,425,000, with the account
variations consisting of a gain of member bank
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reserve balances by $77,111,000 to $12,317,794,000;
a decrease of the Treasury general account by $34,-
584,000 to $561,406,000; an increase of foreign bank
deposits by $19,463,000 to $380,844,000, and an in-
crease of other deposits by $8,516,000 to $363,-
381,000. The reserve ratio was unchanged at 87.5%.
Open market operations remained in suspense,
holdings of United States Treasury obligations
again being reported at $2477,270,000. Discounts
by the regional banks increased $600,000 to
$6,679,000. Industrial advances increased $277,000

to $10,704,000, while commitments to make such ad-

vances were $328,000 higher at $8,966,000.

Foreign Trade in January
HE report of the Nation’s foreign trade for
January shows that exports persisted in their
upward trend, sharply in evidence the month before,
while imports managed to maintain nearly as high
a level as was reached in the closing month of 1939.
Although the $368,550,000 exports in January were
only slightly higher than the $367,819,000 of Decem-
ber last, the gain is more marked than at first appears
to be the case, because ordinarily January’s ship-
ments are smaller than December’s. In fact, in the
past decade, January, 1935 was the only January in
which shipments rose above the preceding month.
But the really impressive feature of the current
figures is the fact that the sharply increased level of
exports attained in December was continued during
the succeeding month. Exports have now for two
months been in excess of the figures for any month
since March, 1930.

Imports in the last two months while at much
better levels than earlier in 1939 and in 1938 did not
achieve the heights reached in a number of months in
1937. January’s imports of $241,961,000 were 359,
smaller in value than those for the corresponding
month of 1929, while the month’s exports were 259,
below that January. :

The opening month’s export excess of $126,589,000
was the largest of any month since October, 1929
and compares with $34,665,000 in January, 1939 and
$121,027,000 last December. Exports in January
last year totaled $212,911,000 and imports, $178,-
246,000 while in December exports amounted to
$367,819,000 and imports, $246,792,000.

The influence of the war in Europe is observable in
the character of both the exports and imports. Aside
from large raw cotton shipments for which special
factors are accountable, most of the export increase
over a year ago was in various metals, machinery,
chemicals and air-craft. Iron and/steel, tin, copper
and also aluminum were the principal metals shipped
in substantially larger quantities than in January,
1939. Shipments of .metal working machinery were
more than double last year and aircraft more than
quintuple. Soy bean exports rose to $2,092,000 from
only $33,000 a year ago and meat products more than
doubled. Farm products in the crude foodstuffs
classification however were shipped in only half the
amount of last year.

Raw cotton exports of 1,058,078 bales valued at
$59,884,000 were in the greatest volume of any
month since November 1935, and far above the
-exceptionally small “shipments of January 1939,
amounting to only 307,833 bales valued at $14,-
974,962. Last December 831,712 bales worth $43,-
741,000 were shipped. Shipments in the season to
January 31 have aggregated 4,335,745 bales com-
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pared with only 2,302,299 bales in the corresponding
period a year ago. ‘ ,

The import increases were largely in raw materials,
substantial increases being shown in crude rubber,
raw wool, cane sugar, copper, tin, expressed oils and
wood pulp. Silk imported had a much greater value
than last year due to the higher price although the
quantity was slightly smaller. Diamonds, both
rough cut and cut were received in considerably
greater amount. Burlaps, which became difficult to
obtain during the last war, were imported in double
the volume of January 1939. Cattle and coffee
imports, on the other hand, were considerably smaller.

Gold arrived here in January in the large amount
of $236,413,000 compared with $451,183,000 in
December and $156,427,000 in January last year .
while virtually none left the country in any of those
months. Silver imports in January totaled $5,799,-
000 compared with $3,795,000 in December and
$10,328,000 in January 1939. The imports of this
metal were somewhat offset by shipments of $452,000
in January, $887,000 in December and $1,671,000 in
January 1939.

The New York Stock Market

LUGGISH trading and a price variation of very

modest proportions sums up the activities of
the week on the New York stock market., The
apathy affected almost all groups of equities; and
bond dealings were similarly slow and plodding.
The situation is indeed arousing the gravest mis-
givings about the market and its mechanism, for
business fails to develop in a volume that justifies
the personnel and equipment which still remains
after-the shrinkage of recent years. Turnover in
stocks on the New York Stock Exchange ranged in
‘the full sessions from just under the 500,000-share
mark to slightly more than that modest total. It
is estimated that turnover must amount to 1,000,000
shares on the average if expenses of the market are
to be met. When February ended on Thursday it
appeared that the 1,000,000-share figure was at-
tained only in one session of the entire month.
International and national uncertainties are, of
course, primary reasons for the aloofness of trad-
ers and investors. More important still, in the long
run, is the antagonistic attitude of the Administra-
iion in Washington toward financial interests. So
closely does the Washington attitude affect the
New York financial district that a number of part-
nership agreements of financial concerns are known
to carry expiration clauses operable immediately
after the next general election.

The price tendency during the week now ending
was toward modestly lower levels, with a number
of individual issues exempted from the trend.
Leading industrial stocks show minor recessions.
Some of the mining securities improved slightly,
on the basis of a firm tone in base metals. Utility

- shares were inclined to drift downward, with the

impetus supplied by the start of the Securities and
Exchange Commission integration process, other-
wise known as the “death sentence” of the larger
utility holding company systems. Railroad stocks
were well maintained. A little business developed
during the week in securities of New York City
traction companies, and the tone was good, owing
largely to market purchases of Brooklyn company
stocks by the municipality. Loft, Inc., was active
and higher. Apart from these few incidents, the
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market plodded along day after day on a minimum
of activity.

Listed bond dealings disclosed few changes of
any significance. The new issues market was some-
what more active, owing to the appearance of $105,-
000,000 Bethlehem Steel and $26,000,000 Kentucky
Utilities Co. obligations. These were well received
by institutional and other investors. United
States Treasury securities held close to previous
levels, and best-grade listed corporate bonds also
were unchanged. In the foreign dollar department,
Scandinavian securities were under pressure, be-
cause of the advances now being made by Russian
troops in Finland. Issues of the belligerents in the
larger European war also were marked downward.
Local traction company bonds were irregular, with
Brooklyn issues mostly at best levels of recent years,
while Manhattan issues softened. Speculative rail
and utility bonds were dull. The commodity mar-
kets disclosed some uncertainty, wheat and other
grains losing ground, while base metals improved.
In the foreign exchange markets the dollar was per-
sistently strong, and continued gold receipts in the

. United States attested the situation.

On the New York Stock Exchange 104 stocks
touched now high levels for the year while 157
stocks touched now low levels. On the New York

Curb Exchange 114 stocks touched new high levels:

and 121 stocks touched new low levels.

Call loans on the New York Stock Exchange re-
mained unchanged at 1%.

On the New York Stock Ixchange the sales on
Saturday were 377,730 shares; on Monday, 439,840
shares; on Tuesday, 511,030 shares; on Wednesday,
567,710 shares; on Thursday, 622,640 shares, and
on Friday, 601,250 shares.

On the New York Curb Exchange the sales on
Saturday were 98,350 shares; on. Monday, 123,920
shares; on Tuesday, 121,730 shares; on Wednesday,
120,575 shares; on Thursday, 159,515 shares, and
on Friday, 186,143 shares.

Awaiting the disposition of many events bearing
directly on the immediate course of stock prices,
traders on Saturday were reluctant to make any
extensive commitments, thus resulting in a bogging
down of the market. After ruling quiet most of the
session, the close brought with it mild liquidation
which relieved some pivotal issues of a point or
more. The list in general was affected merely in
a fractional way. Price movements on Monday
took on an irregular appearance, with the growing
uncertainty over the ultimate outcome of the coun-
try’s political and business affairs, not to overlook

the foreign problem at present confronting the

world, which of course adds fuel to the fire of do-
"mestic woes. The day’s opening was quiet, with
prices easier by the first hour. Some firmness
marked the end of the morning session, but with
the resumption of trading an irregularly lower

trend colored the remander of the session. There

was little in Tuesday’s trading to distinguish it
from preceding sessions. Special issues lifted sales
turnover to a degree, but the market otherwise per-
formed in a sluggish manner, and mixed changes
ruled at closing. Traction issues raised the sales
volume modestly on Wednesday as prices in this
group made substantial gains. Declines in this sec-
tion followed a warning by the City Comptroller
that unwarranted speculation in these securities
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would be of no avail to purchasers who planned
to sell them to the city at a higher figure than the
price already established. Initial transactions in
general were fractionally improved at the start, in-
spired in part by the progress of Loft, Inc., which
attained a new high both for 1939 and 1940 to date,
but with the subsequent decline in traction issues,
other groups finished the day mixed. Except for
modest gains in steel shares on Thursday, equities
had ‘little to be encouraged about. Dulness char-
acterized the session, and weakness in utilities and
traction shares proved somewhat of a feature, fall-
ing as they do within the scope of official scrutiny.
Pressure centered around the public utility shares
yesterday, and in an irregularly lower market equi-
ties in this group gave up fractions to about two
points on the day. A comparison of closing prices
on Friday of last week with the close yesterday
reveals a modest shrinkage from previous levels.

General Electric closed yesterday at 379 against
381% on Friday of last week; Consolidated Edison
Co. of N. Y. at 31 against 317%; Columbia Gas &
Electric at 57 against 61%; Public Service of N. J.
at 407 against 4215; International Harvested at
527 against 54; Sears, Roebuck & Co. at 837
against 83 ; Montgomery Ward & Co. at 53% against
54 ; Woolworth at 40 against 40, and American Tel.
& Tel. at 17214 against 172.

Western Union closed yesterday at 2314 against
245 on Friday of last week; Allied Chemical &
Dye at 1741, against 1787g; E. I. du Pont de Ne-
mours at 18414 against 184; National Cash Regis-
ter at 151/ against 15; National Dairy Products at
1634 against 163 ; Natienal Biscuit at 24 against
24; Loft, Inc., at 2934 against 2713; Texas Gulf
Sulphur at 3414 against 34%g; Continental Can at
463/ against 4734 ; Eastman Kodak at 151%, against
148; Standard Brands at 673 against 67g; West-
inghouse Elec. & Mfg. at 1123 against 113%%;
Canada Dry at 203 against 213}; Schenley Dis-
tillers at 12 against 1214, and National Distillers
at 247 against 247%.

In the rubber group, Goodyear Tire & Rubber
closed yesterday at 2334 against 2415 on Friday
of last week; B. F. Goodrich at 1915 against 1834,
and United States Rubber at 3514 against 37.

Railroad shares were moderately lower this week.
Pennsylvania RR. closed yesterday at 221/ against
2214 on Friday of last week; Atchison Topeka &
Santa Fe at 223} against 22543; New York Central
at 16 against 1614 ; Union Pacific at 93 bid against
943/ ; Southern Pacific at 129" against 13; South-
ern Railway at 1614 against 1634, and Northern
Pacific at 8 against 814%.

Steel stocks came in for moderate ‘downward re-
vision of prices the present week. United States
Steel closed yesterday at 5734 against 5734 on Fri-
day of last week; Crucible Steel at 377 against
37l%; Bethlehem Steel at 75% against 77%, and
Youngstown Sheet & Tube at 404 against 4015.

In the motor group, Auburn Auto closed yester-
day at 154 against 173 on Friday of last week; Gen-
eral Motors' at 5214 against 5314 ; Chrysler at 8315
against 8514 ; Packard at 315 against 334, and Hupp
Motors at 34 against 7. .

Among the oil stocks, Standard Oil of N. J. closed
yesterday at 43 against 4234 on Friday of last week;
Shell Union Oil at 11 against 1134, and Atlantic
Refining at 2254 against 22..
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Among the copper stocks, Anaconda Copper
closed yesterday at 29 against 3094 on Friday of
last week; American Smelting & Refining at 49
against 50%, and Phelps Dodge at 37l% against
3915,

In the aviation group, Curtiss-Wright closed
yesterday at 10 against 1015 on Friday of last
week; Boeing Airplane at 23 against 2354, and
Douglas Aircraft at 8134 against 8214.

Trade and industrial reports indicate that a slow
decline of general business activity is taking place
in the United States. Steel operations for the week
ending today were estimated by American Iron and
Steel Institute at 65.9% of capacity, against 67.1%
last week, 77.3% a month ago, and 55.8% at this
time last year. Production of electric power in
the week ended Feb. 24 totaled 2455,285,000 kwh.,
according to the Edison Electric Institute. This
compared with 2475574,000 kwh. in the preceding
week, and 2,225,690,000 kwh. in the corresponding
week of last year. Car loadings of revenue freight
in the week to Feb. 24 were reported by the Asso-
ciation of American Railroads at 595,032 cars, a
decline from the preceding week of 12,892 cars, but
a gain over the similar week of 1939 of 38,290 cars.

As indicating the course of the commodity mar-
kets, the May option for wheat in Chicago closed
yesterday at 100%%c. against 106c. the close on Fri-
day of last week. May corn closed yesterday at
561/c. against 57%c. the close on Friday of last
week. May oats at Chicago closed yesterday at
403c. against 413c. the close on Friday of last
week. _

The spot price for cotton here in New York closed
yesterday at 11.07c. against 11.22c. the close on
Friday of last week.  The spot price for rubber
yesterday closed at 18.50c. against 18.76c. the close
on Friday of last ‘week. Domestic copper closed
yesterday at 11lse., the close on Friday of last
week. In London the price for bar silver closed
yesterday at 20 3/16 pence per ounce against
20 3/16 pence per ounce the close on Friday of last
week, and spot silver in New York closed yesterday
at 3434c., the close on Friday of last week.

In the matter of foreign exchanges, cable trans-
fers on London closed yesterday at $3.9334 against
$3.9514 the close on Friday of last week, and cable
transfers on Paris closed yesterday at 2.23¢. against
2.2434gc. the close on Friday of last week.

European Stock Markets
TRADING in securities on the leading European
markets was well maintained, this week, with

the London Stock Exchange especially active.
Prices moved irregularly, but the undertone was
firm and different groups of issues were singled out
from time to time as suitable media for employment
of increasing totals of idle funds. War financing
was debated in the London Parliament, which un-

settled the gilt-edged issues for a time. Industrial
stocks showed impressive strength at times, and
gold mining issues came into demand late in the
week. The London authorities are now endeavor-
ing to fit peacetime trade trends into the war pic-
tare, with good market results. A drive of impres-
sive proportions is being made to stimulate British
exports. The Paris Bourse was quiet in early ses-
sions of the week, but a good deal of buying devel-
" oped thereafter, owing in part to arrangements for
further advances to the State by the Bank of
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France, and to an upward revaluation of French
gold stocks. These inflationary devices may have
occasioned a modest flight from currency into
securities. Gold mining stocks were keenly in de-
mand. Dealings on the Amsterdam market were
relatively dull all week, as that neutral center is
beset by apprehensions of a spring offensive in the
great war. A Netherlands defense loan of 300,000-
000 guilders was voluntarily oversubscribed, but
this failed to stimulate the market. Prices on the
Berlin Bourse moved irregularly higher in light .
trading. : '

American Diplomacy

ONJECTURE as to the diplomatic intentions
of the United States Government has been
stirred to an extraordinary degree by the visits cur-
rently being paid to Europe by President Roose-
velt’s two special emissaries, Under-Secretary of
State Sumner Welles and Mr. Myron C. Taylor.
Both personal representatives of Mr. Roosevelt ar-
rived in Rome last Sunday. Mr. Taylor, whose
duties apparently are confined to conferences at
the Vatican, presented his credentials on Monday,
and conferred at some length the next day with
Pope Piux XII. A letter delivered by Mr. Taylor,
and promptly published, indicated that Mr. Roose-
velt hopes for “parallel endeavors for peace and
for the alleviation of suffering.” The migssion of
Mr. Taylor thus introduces no mystery, and rela-
iively little attention was paid to the appearance at
the Vatican of the special emissary, although it is
an event of first rate importance. The President
indicated some time ago his intention to send Mr.
Taylor abroad, and a proper candor was observed
in this connection. The visit of Mr. Welles, on
the other hand, is shrouded in mystery, and every
conceivable sort of international conjecture as to
the real purpose of the information gathering ex-
pedition already has gained expression. Not only
from the countries which Mr. Welles is to visit, but
also from Moscow, Tokio and distant places in
South America, have come “interpretations” of the
incident. Few of them can have any basis in reality,
but the fact that they are current is disturbing to
everyone with a proper sense of the gravity of the
foreign situation. The opinion that Mr. Roosevelt
merely -is seeking an opportunity to foster third
term ambitions, by some sort of legerdemain con-
nected with the Welles mission, was expressed fre-
quently by the commentators.

Our peripatetic Under-Secretary of State engaged
in the first of his conversations with European
leaders last Monday, when he was received by Pre-
mier Benito Mussolini, and the interview immedi-
ately revealed the fact that Mr. Welles carried an
“autographed” message from Mr. Roosevelt to the
Italian dictator. The text of the communication
was not disclosed. The mere fact that such an
epistle was dispatched by our quixotic President
promptly occasioned a fresh flood of imaginative
accounts.of the real intent of the mission. “If the
message had been merely one of formal greeting or
compliment,” the correspondent of the New York
“Times” remarked, “there would have been no rea-
son to hide that fact.” The disclosure that a mes-
sage was carried to Premier Mussolini naturally
evoked much -curiosity as to whether similar or

. comparable messages will be delivered to Chancel-

lor Hitler, Prime Minister Chamberlain and Pre
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mier Daladier. Mr. Welles left Rome for Berlin,
early on Wednesday, but stopped over in Switzer-
land for a day or two. He arrived in the German
capital early yesterday, and is expected to proceed
soon to Paris and London. The common belief in

. Europe is that the German and Italian spokesmen

will endeavor, through Mr. Welles, to urge an im-
mediate peace on the basis of the German conquests.
Great Britain and France, on the other hand, are
expected to insist upon continuance of the conflict,

. even though they may appear to be placed in an

unfortunate light if they do so. One incident of the
first day spent by Mr. Welles in Rome may be sig-
nificant. The British Ambassador, Sir Percy
Loraine, paid an informal visit to the United States
Embassy and conferred briefly with the Under-
Secretary, apparently without being invited.
Some competent and significant remarks were
made on Wednesday by the Rome correspondent of
the New York “Times” regarding the visit now
being paid to European capitals by Mr. Welles.
Although only the first stage of the journey is over,
it was noted, “it has become clear already that he
is the center of a fierce struggle, none the less
deadly for being conducted in polite diplomatic
formulae.” = Ttalians are saying of the United
States, it was added, that “the spectator has left
his box and stepped into the arena, however inno-
cently, and if he gets slightly mauled, it is not to
be wondered at.” All sorts of pleas promptly were
presented to Mr. Welles by all sorts of people with
many causes, it appears, and it is altogether obvi-
ous that this procedure will be repeated in every
capital visited by the mysterious personal investi-
gator of Mr. Roosevelt, who might well explain why
the ordinary channels of information were regarded
as inadequate. Just before Mr. Welles was due in
Berlin, propagandistic statements began to appear
in the controlled German press. These indicated

that German spokesmen will ply the Under-Secre-

tary with contentions that the “wrongs” of the Ver-
sailles treaty must be righted, the German colonies
restored, and the Reich granted a free hand in
Southeastern Europe. Still other arguments natu-
rally will be presented at Paris and London,
although some doubt is permissible as to whether
a single item of new information will be elicited
anywhere. For the time being it seems clear that
neutral Italy, which already has sampled the Roose-
velt-Welles offerings, has the best view of the visit.
If and when the spectator gets “slightly mauled,”
it will be entirely the responsibility of President
Roosevelt.

Neutrality Vexations

ROBLEMS of a neutral continue to beset the
United States, quite apart from any compro-
mise that our neutral position may suffer because
of the meanderings about Europe of President
Roosevelt’s personal emissaries. Financial aid to
Finland and to China was debated at great length
in .the House and Senate, under the guise of a
proposal to increase by $100,000,000 the capital of
the Export-Import Bank of Washington. The
House approved the resolution Wednesday, and the
Senate followed this precedent Thursday, the terms
of the measure indicating that loans may be ex-
tended to countries not in default on debts to the
United States Government, where American neu-
trality is not affected. There is, of course, no ques-
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tion of approval by President Roosevelt, and it thus
appears that the United States will enlarge the
scope of its political lending, notwithstanding the
evil effects which always attend the mixture of poli-
tics and finance in the international sphere. The
debates made it amply clear that the real intent,
in adopting this legislation, is to lend an additional
$20,000,000 to Finland, and an equal sum to China.
Whether the sum will still be of use to harassed
Finland remains to be seen.

* British interferences with American mails
aroused further debate this week, mainly because
of the disclosure by the Associated Press on Feb. 22
that mails were removed from American aerial clip-
pers at Bermuda on Jan. 16 at the point of the
bayonet. The State Department dodged the issue
by claiming that it had not been informed of this
use of forece. Lord Lothian, the British Ambassa-
dor, denied that any such incident had occurred and
called the story “complete eyewash.” Unfortunately
for the Ambassador, Bermuda authorities con-
firmed the account on the same day and endeavored
to excuse the “show of force” as a step enabling the
clipper captain to surrender the mail without fail-
ing in his duty. It was made known last Monday
that the aerial clippers would omit their calls at
Bermuda after March 15, and references to the
¢“weather” supplied the only acknowledged reason
for this change. As though to emphasize the politi-
cal aspect, it was stated on the following day that
Bermuda will be omitted as a port of call only on
eastbound flights, the returning clippers, which
carry mails in which British censors presumably
would not be interested, continuing their stops at
the islands. To an American protest against the
British blockade of German exports, dispatched
Dec. 8, 1939, an answer was made on Feb. 22, and
it rejected the protest in polite terms.

Chamberlain and Hitler

N THE brief space of a few hours, last Saturday,
general statements on the greater of Europe’s
two wars were made by the British Prime Minister,
Neville Chamberlain, and the German Chancellor,
Adolf Hitler. Apparently intransigeant, because
of their determined insistence that the conflict
must proceed to the bitter end, these speeches nev-
ertheless seem to offer at least a chance for a settle-
ment short of that complete victory by one side over
the other which could only mean devastation for
the vanquished and near-exhaustion for the victor.
Tt is less in the tone of the addresses than in their
omissions that a slim basis for encouragement is
to be found. Perhaps it is idle to seek for such
loopholes at a time when a general spring offensive
seems imminent to most military experts. The
civilized mind must assume, however, that an effort
to prevent the slaughter might well be made pre-
cisely in that slack period before the holocaust.
Of possible importance, moreover, is the fact that
the spokesmen for the leading opponents in the
great European war made their respective declara-
tions just before the arrival in Europe of President
Roosevelt’s special emissaries, Sumner Welles and
Myron Taylor.

Mr. Chamberlain presented the aims of the Anglo-
French Allies in a grave and well-ordered speech
before his friends and fellow citizens of Birming-
ham. He detailed briefly the aggressions of the

"German Nazis which, he indicated, occasioned the
1
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war declarations last September by Great Britain
and France, and dwelt upon the formidable prepar-
ations by the Allies for war to the finish. After
dealing in general terms with such matters, Mr.
Chamberlain declared that the Nazis aim at world
domination and especially at the destruction of the
British Empire. In contrast with the alleged Ger-
man aims, he maintained that Great Britain is
fighting to right the wrongs that Germany has in-
flicted on people who once were free. “We are
fighting for the freedom of individual conscience,”
said the Prime Minister. “We are fighting for the
freedom of religion. We are fighting against perse-
cution, wherever it may be found. And lastly, we
are fighting for the abolition of the spirit of mili-
tarism and of that accumulation of armaments
which is pauperizing Europe and Nazi Germany
herself, for only by the abolition of that spirit and
of those armaments can Europe be saved from
bankruptey and from ruin” In concrete terms,
Mr. Chamberlain added, England expected to
achieve such aims by restoring the independence of
Czechs and Poles. Secondly, tangible and satisfac-
tory evidence must be forthcoming that pledges and
assurances, when they are forthcoming, will be ful-
filled. As in previous addresses, Prime Minister
Chamberlain asserted that no faith can be placed
in the present German regime, and he stated that
it is for Germany to take the next step. With obvi-
ous reference to the United States and other lead-
ing neutrals, Mr. Chamberlain remarked that the
Allies do not want to settle the new Europe alone,
and will welcome the aid of others.

Chancellor Hitler spoke at Munich in a retrospec-
tive manner, befitting the celebration of the twen-
tieth anniversary of his original emergence into
public life at the same spot. The address was
marked less by a declaration of war aims than by a
defensive assertion of Reich power, and by fervent
expressions of faith in the people of Germany. The
warning recurred in the speech, a Berlin dispatch
to the New York “Times” said, that the Reich would
not tolerate dictation and intimidation from
abroad. Caustic references' were made to British
spokesmen, and Herr Hitler endeavored to answer
the sallies of his foes by emphasizing the strength
of German arms. It the course of this exposition
the German Chancellor declared that Germany
wants her colonies restored and her “living room”
in Europe assured. References were made to Italo-
German interdependence, and to the sympatheti-
cally neutral attitude of Japan. That Great
Britain is regarded as the enemy of the Reich was
made abundantly clear, and hardly a reference was
made to France.
pressed by the German leader, but there was no
assertion of a right to rule the world. Much of the
address appeared to be a protest against the pariah
role allegedly assigned to the Reich in the period
after the World War, and it may be significant that
Herr Hitler even invoked the aid of Almighty God.
The express recognition by Herr Hitler that there
is a “higher justice” is, perhaps, the most favorable
aspect of the speech.

War Tension Increases

AR overshadowing any actual developments of
the current week in the greater European war

being waged by Germany and the Anglo-French ‘

Allies was the obvious increase of tension in all

igitized for FRASER
tp://fraser.stlouisfed.org/

The Commercial & Financial Chronicle

Confidence in victory was ex-:

‘indicate the trend of diplomatic endeavor.

1327

parts bf"Europe, now that spring weather is near-
ing. Not only in all the belligerent countries, but
also among the neutral States, the haunting fear
of a general spring offensive by one side or the
other pervaded all activities and colored all think-
ing. It seems to be generally accepted that a Ger-
man move for intensification of the war will take
the form of sharply increased aerial and submarine
activities, directed against the United Kingdom, and
possibly of an attempt to overwhelm the French
Maginot line. The benevolent neutrality of the
Scandinavian and Balkan countries iy assumed to
be a requirement of the German situation, owing
to problems of supply. If the Allies take the offen-
sive, a military move may well be made against
the Limes line. But there is also the possibility,
heightened by the vast aggregation of Allied foree
in the Near East, of a sweep upward through the
Balkans against Germany’s rear, and of a move
against Russian oil supply lines from the Baku
area. Not to be ruled out, moreover, is the possi-
bility that both sides will intensify their activities
and occasion problems for all of Europe of the
gravest nature.

Actual war developments of the week were en-
tirely in keeping with previous incidents. The con-
flict on the Western Front disclosed only scouting
clashes and periodic artillery bombardments. Some
of these incidents appeared to exceed in scope the
earlier activities of the war, but the war neverthe-
less remained in its “fortification” stage. There
were reports from Holland, Thursday, of heavy
German troop movements, but the significance of
such developments remains to be established. The
aerial aspect of the conflict remained peculiarly a
matter of the British and German forces. Royal
Air Force bombers and fighters were daily reported
as making flights over the German bases. The Ger-
man airmen countered with similar moves, but no
great damage seems to have been done, this week,
On the high seas the Reich submarine commanders
continued their depredations, and mines presum-
ably took a further toll of shipping. Winston
Churchill, First Lord of the Admiralty, admitted
on Tuesday that the battleship Barham had sur-
vived a torpedo and was about to rejoin the fleet.
The battleship Nelson, he stated, had been nearly
refitted after damage from a German mine. Mr.
Churchill also announced that five new capital
ships are nearing completion, and he intimated that
the great naval base at Scapa Flow was abandoned
after the Germans sank the Royal Ook, there. Ger-
man authorities claimed last Sunday that 496 Al-
lied and neutral ships, totaling 1,810,000 tons, had
been sent to the bottom since the start of the war,
this figure being in excess of the known sinkings.
The British and French commands claimed further
sinkings of German submarines. The economic
aspect of the war was emphasized on Thursday by
the introduction of food rationing cards in France,
similar systems of distribution having been adopted
previously in Great Britain and Germany.

All the smaller European neutrals found their
positions hazardous, this week, and even the larger
neutral States met curious diffieulties which may
Italian
authorities were quite incensed, Thursday, by a
“suspension” of . trade negotiations with Great
Britain, which was followed immediately by a Brit-
ish decision to hold up all seaborne coal shipments
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from Germany to Italy. Rome inquired in the
United States, it appears, regarding coal contracts
and shipping terms. The Low Countries reported
several aerial violations of their neutrality, mainly
by German planes, and protests were dispatched to
Berlin. Nervousness increased in Holland and Bel-
gium when large-scale troop movements developed
on the German side of the border. The Scandina-
vian countries held a meeting in Copenhagen, last
Saturday, at which violations of their neutrality
were studied. The Norwegian Foreign Minister,
Halvdan Koht, announced last Sunday that his
country is prepared to arbitrate the differences
with Great DBritain over the Altmark incident,
which involved an admitted breach of neutrality,
but London made it clear that no mediation is held
necessary. Rumanian oil and other supplies re-
mained a bone of Allied and German contention,
and other Balkan nations also found their troubles

multiplying. The persistent reports of Turkish

preparations for war, and of border clashes with
Russian troops, were countered on Thursday, in a
radio address by the Turkish Premier, Refik Say-
dam. “We have no intention of attacking Russia,
nor does anyone wish us to do so,” Premier Refik
Saydam said. He maintained, also, the Russia has
no aggressive intentions toward Turkey, and added
that the Turkish policy is to remain out of the war
unless Turkish interests are involved. Foreign
news agencies were blamed for spreading alarmist
reports about Turkish intentions, but it does not
appear that the Premier provided an explanation
of the statements by his Foreign Minister that Tur-
key is “not neutral, but merely non-belligerent.”
All European neutrals hastened their military
preparations.

Russo-Finnish War

ILITARY developments of the undeclared war
being waged by Russian forces against little
Finland were extremely discouraging, this week, to
the defenders and to all of their many friends in
other countries. The small and war-weary Finnish
defense corps obviously found their resources inade-
quate, and the Russians were able to pound forward
because of sheer man-power and mechanized aids.
The outcome of the unequal struggle still is open
to question, but some of the strongest Finnish de-
fense lines now have fallen to the invaders, and
fresh conquests are reported daily by the Russians,
and admitted by the Finns, Foreign aid is being
organized with some alacrity for the defenders, and
it still may play a part in the conflict. The United
States Government will extend a non-military
credit of $20,000,000 to Finland, in addition to pre-
vious advances, and it is quite possible that the
financial assistance can be turned to military ac-
count through purchases of airplanes in Great
Britain and France. The agitation in England for
military assistance to Finland was summed up ad-
mirably, late last week, by the former Secretary

for War, Leslie Hore-Belisha, who called for active

intervention by the Allies on Finland’s side. Swed-
ish volunteers are joining the Finns in numbers,
and some soldiers also are being recruited in Nor-
way. British authorities are permitting a sizable
force of volunteers to augment the Finnish defense.
Whether any or all of these aids to Finland will
have a bearing on the conflict seems doubtful, how-
ever, as Russian troops are being sent against the
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Mannerheim and other lines in ever greater num-

bers. !
At the end of the third month of the Russo-Fin-

nish conflict, there was no dispute regarding the

- course of the military activities. In the early stages

the Finng were able to beat back the Russians with

‘comparative ease, and this seems to have induced a

sense of security within Finland and a belief in
other countries that the Moscow forces would be
unable to break the defense lines. No news was
made available in Moscow, and Finnish victories
occasioned an undue sense of confidence. The re-
cent fighting, on the other hand, has been detailed
with accuracy on both sides, and usually with little
delay. Red troops, it appears, found the Finns pre-
pared for resistance to the end, but all reports agree
that the limited man-power of the defenders is in-
adequate. The Russians moved forward relent-
lessly on the Karelian isthmus, and they announced
last Sunday the capture of the Koivisto Island
forts, which formed the southern end of the Man-
neheim line and also provided protection for Vi-
borg, the second largest city of Finland. The Fin-
nish high command admitted on Monday the loss
of the Koivisto fortifications. The Russian offen-
sive was intensified, this week, and the Finns with-
drew all civilians from Viborg in the expectation of
an early capitulation by that town. A secondary
defense, behind the Mannerheim line, is prepared
for further activities, but there is no denying the
insufficiency of defensive man-power and equip-
ment. Far to the north, on the Petsamo front, the
Russians developed a weighty offensive, early this
week, and this battle also appears to favor the
aggressors. As the tired Finns withdraw, however,
the battlefronts shortens and the valor of the de-
fense doubtless will hold the invaders at bay for
some time to come.

Swedish Exchange Control

WEDISH authorities. announced last Saturday
a series of close restrictions on the exporta-
tion of capital and on dealings in gold and foreign
exchange, thereby rendering more nearly airtight
the gold and other regulations found necessary by
the country at the start of the European war. The
Riksdag, or Parliament, ratified the measures in
two brief sessions, and the new rules governing
Swedish financial relations with other countries
were in full effect at the start of business, Monday.
Two general and quite obvious reasons are held
to have occasioned the new regulations. They are,
firstly, the developing flight of capital from Swe-
den in the face of the Russian threat and the danger
of involvement in the larger European war, and
secondly, a trade balance that appears to have be-
come increasingly more unfavorable in recent
months. Although Swedish gold and foreign ex-
change resources have been diminished by such de-
velopments, the remaining reserves are ample, and
Swedish officials seemingly are determined to keep
them so. Regrettable as it is to find the area of -
free international financial dealings circumscribed
still more by this move, it is hardly possible to
criticize the actions of enlightened Sweden in this
connection. The dangers confronting that country
are such that reasonable measures for the safe-
guarding of resources can be regarded only as
proper precautions for self-defense.
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Stockholm reports of last Saturday make it clear
that the flight of capital was perhaps the more
immediate reason for the application of the restric-
tions at this time, and many prominent citizens of
the country are said to have been mentioned in this
respect. The rapidity with which the step was
taken also suggests that efforts to control the exo-
dus of liquid capital caused the decision. It was
explained in broad terms by the Swedish Foreign
Ministry that the new foreign exchange regulations
prohibit dealings in foreign currencies without
prior permission of the Riksbank. Details of the
rulings, as made known here in New York on Mon-
day by the local Foreign Exchange Committee, in-
dicate that exchange will be available only for spe-
cific and justifiable purposes, while all interna-
tional monetary transactions will be subject to
scrutiny. The importation of securities, and deal-
ings in imported securities, will be covered by Riks-
bank regulations and directions. Swedish kronor
balances owned by other nationals and by “non-
regidents” will be freely transferrable, although a
general watch apparently is to be exercised over
these dealings. The gold export prohibition,
finally, was made definite and all-inclusive. No
interference so far has been attempted, it appears,
with the trade relations between Sweden and other
countries, but some dispatches suggest that trade
restrictions will be the next step, if the financial
drain should be unabated under the new fmanmal
curbs.

Far East

ETTLE change is reported from day to day in the

Far Eastern situation, where Japan remains
intent upon a large-scale conquest in China and the
hard-pressed Chinese continue to resist the invad-
ers. More than a month now has elapsed since the
commercial treaty of 1911 between the United
States and Japan was terminated on the initiative
of the Washington authorities. Other than the sug-
gestion for some “moral embargoes” on shipments
of certain types of war materials to Japan, nothing
has developed in the American policy with respect
to the Far East, and Japanese apprehensions rap-
idly are dwmdhng It is necessary to emphasize
that the diplomatic prestige of the United States
in the Far East will wane rapidly if the current
situation is permitted to continue. The implica-
tions of the United States-Japanese treaty denuncia-
tion were obvious, but they have not been supple-
mented by action of any kind, and the unfortunate
aspects of the ill-considered treaty move of last year
thus are apparent. What may well be called “fight-
ing weather” now begins to prevail in China, and
_ some engagements are reported between the invad-
ing Japanese and the defending Chinese. The Japa-
nese militarists now seem to be intent chiefly upon
retention of their gains, however, and all sorts of
peace maneuvers are taking place. If they succeed,
one of the foremost casualties will be the prestige
of the United States throughout the Far East.

Foreign Money Rates

N LONDON open market discount rates for short
bills on Friday are 1 1-329, as against 1 1-32%,
on Friday of last week and 1 1-32@1 1-169%, for three
months’ bills, as against 1 1-32@1 1-16%, on Friday
- of last week. Money on call at London on Friday was
1%. At Paris the open market rate is nominal at

2149, and in Switzerland at 19.
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Discount Rates of Foreign Central Banks

HERE have been no changes during the week in
the discount rates of any of the foreign central
banks. Present rates -at the leading centers are

shown in the table which follows:

Rate in
Kffect
Mar, 1

Argentima..| 314,
Belglum...| 2
Buigaria...| 6
Canada....| 2}

Pre-
vious
Rate

Rate in
F'fﬂa

Pre-
vious
Rate

Date
Effective

Aug. 29 1939

Country Date

Effectivs

Mar. 11936
Jan. b 1940
Aug 15 1935
Mar. 11 1935

3 Dec. 16 1936
Colombia._| 4 |July 18 1933
Csechoslo-

vakia ... Jan. 1 1936
Danzig. ... Jan. 21937
Oct. 10 1939
June 30 1932
Oct. 26 1939
Oot. 11935
Dec. 3 1034
Jan., 4 1039
Sept. 22 1932
Jan. 41937

* Not officlally eonfirmed.

Country

Holland ...

=

Jan. 14 1937 4
July 15 1939,
May 28 1935
Sept. 22 1939
Dec. 17 1937} &
Portugal... Aug. 11 1937
Rumania .. May 51938
South Africa May 18 1033
Spal Mar. 29 1939
Dee. 15 1939
Nov. 26 1936
Feb. 11935

Lithuania..

Morocco.....-
Norway ...
Poland....

X

Efre
England. ..

XX XRR

Switzerland
Yugoslavia.
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Bank of England ‘Statement

HE statement of the Bank for the week ended
Feb. 28 shows an expansion of £1,241,000 in

note circulation, associated with the month-end
which raised the total to £531,216,000 in comparison
with £478,448,520 a year ago. As the currency rise
was attended by a gain of £65,618 in gold holdings,
the reduction in reserves amounted to £1,175,000.
Public deposits fell off £2,838,000 and other deposits
rose £736,502. The latter consists of bankers’ '
accounts which increased £2,244,272 and other ac-
counts. which decreased £1 507 770 [ The reserve
proportion dropped a little to 27 1% from 27.5%

last week; a year ago the proportion was 30.89%.
Government securities increased £4,364,000 while
other securities fell off £5,268,521.  Of the latter
amount, £1,855,055 was from discounts and ad-
vances and £3,413,466, from securities. No change
was made in the 29, Bank rate. Below we show a

comparison of the different items for several years:
BANK OF ENGLAND'S COMPARATIVE STATEMENT

Mar. 2,
1938

Mar. 3,
1937

Mar. 4,
1936

Feb. 28, | Mar. 1,
1940 1939

£ £ £ £ £

531,216,0001478,448,5201478,343,890/460,954,385/404,028,799
45,749,000/ 11,643,224 11,425,897 15,174,718| 7,930,596
138,260,679|146,910,610(151,734,487|131,467,856/141,160,973
99,407,854/110,361,073(115,711,224| 93,767,777|104,522,241
38,852,825| 36,549,5637| 36,023,263| 37,700,079| 36,638,732
127,122,164| 99,046,164/104,446,164| 85,089,300( 83,439,996
25,015,985| 28,747, 782 28,119,055| 26,237,412| 26,685,345

2,780,689| 6, 1349.490| ~7.075,802| ~4.294,942| 11.922.095
22.235.396| 22.398.202| 21,043.163| 21,942.470| 14,663,250
50,009,000| 48,967,140| 48,828,497| 53,562,352( 57,322,708

1,223,914|227,415,660(327,172,387(314,516,737(201,351,505

27.1% 30.8% 29.9% '36.50% 38.44%
% % 2% 2% o
168.5. (848, 11}4d.'84s. 1114d.'84s. 1134d.I848. 11}4d.

Circulation

Public deposits

Other deposits

Bankers’ accounts. ..
Other accounts...

Coin and bullion.....

Proportion of reserve
to liabilities

Bank rate

Gold val, per fine 0z.

Bank of France Statemént

HE statement of the Bank for the week ended
Feb. 22 again showed an increase in advances

to State, namely 1,300,000,000 francs. Total ad-
vances to State now stand at 39,172,990,139 francs,
the highest on record, compared with the pre-declara-
tion of war total of 20,576,820,960 francs, and 20,-
637,440,996 francs a year ago. Notes in circulation
declined 281,000,000 francs, the total of which is now
153,360,000,000 franes. Notes in circulation a year
ago aggregated 111,161,699,970 francs. Gold hold-
ings, French commercial bills discounted and creditor

_current accounts showed increases of 1,265,332 francs,

404,000,000 francs and 1,286,000,000 francs, respec-
tively. The Bank’s gold holdings now total 97,-
273,519,678 francs, compared with 87,265,829,350
francs last year. The proportion of gold to sight
liabilities fell off to 56.64%, from 56.979, a week ago;
Following we furnish the
different items with comparisons for previous years:
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BANK OF FRANCE'S COMPARATIVE STATEMENT

Changes

Jor Week Feb. 22, 1940 | Feb. 23, 1939 | Feb. 24, 1938

Francs Francs Francs Francs
+1,265,332(97,273,519,678/87,265,829,350| 55,806,681,654
—2,000,000 42,000,000, 13,476,674 35,711,273

-+404,000,00011,612,000,000( 7,792,029,397|11,582,402,005
b Bllls bought abr'd #73,731,681| 745,831,371 837,849,608
Adv, agalnst securs. 3,362,000,000| 3,316,723,967| 3,651,846,295
Note circulation.. .. 153360 000,000(111,161,699,970|92,740,179,830
Credit current accts.|+ 1,286,000,000/18,389,000,000 27,634,656,331/22,373,723,584
¢ Temp. advs. with-

out int. to State__|+1,300,000,000{39,172,990,139 20,627,440,996/31,903,974,773
Propor’'n of gold on

hand to sight liab.. —0.33% 56.64% 62.87% 48.48%

* Figures as of Feb. 1, 1939.

a Includes bills purchased in France. b Includes bills discounted abroad. cIn
the process of revaluing the Bank's gold under the decree of Nov. 13, 1938, the
three entries on the Bank's books representing temporary advances to the State
were wiped out and the unsatisfied balance of such loans was transferred t0 & new
entry of non-interest-bearing loans to the State.

Revaluation of the Bank's gold (at 27.5 mg. gold 0.9 fine per franc) under the
decree of Nov. 13, 1938, was effected in the statement of Nov. 17, 1938; prior to
that date and from June 30, 1937, valuation bad been at the rate of 43 mg, gold 0.9
fine per franc: previous to that time and subsequent to Sept. 26, 1936, the value
Xlu 1:9 mg. per franc, and before Sept. 26, 1936, there were 65.5 mg. of gold to

e franc.

Gold holdings

Credit bals. abroad.

a French commercial
bills discounted. .

Bank of Germany Statement

The statement for the third quarter of February
showed a drop in note circulation of 120,098,000
marks, which reduced the total outstanding to 11,~
109,823,000 marks, compared with the record high,
11,797,934,000 marks Dec. 30, 1939 and 7,248,745,000
marks a year ago. Gold and bullion, bills of ex-
change and checks, investments, other assets and
other liabilities also recorded decreases, namely
118,000 marks, 84,374,000 marks, 27,681,000 marks,
207,588,000 marks and 163,935,000 marks, respect-
ively. The Bank’s gold holdings now total 77,514,000
marks, compared with 70,772,000 marks last year.

The proportion of gold to note circulation is now at -

0.70%; a year ago it was 1.06%,. Below we furnish
the various items with comparisons for previous

years: -
) REICHSMARK'S COMPARATIVE STATEMENT

Changes

Jor Week Feb. 23, 1940 |Feb. 23, 1939|Feb. 23, 1938

Relchsmarks

h ks | Reichsmarks
77,5614,000| 70,772,000

a
a 5,788,000
10,867,053,000(6,489,424,000 4,
©366,726,000| 256,535,000
23,804,000
—27,681,000|  180,392.000 ,913
—207,588,000| 1,895,337,000|1,345,442,000
—120,098,000|11,109,823,000(7,248,745,0004,687,700,000
—163,935,000| 1,552,969,000|1,085,347,000( 767,923,000
651,648,000 439,916,000| 342,229,000
0.70% 1.06 % 1.62%

a “Reserves in foreign currency’ and “‘Deposits abroad” are included in “Gold
coin and bullion.” ¢ Figures as of Feo. 7, 1940.

New York Money Market

]_IJTTLE business was done this week on the New
Ls  York money market, and rates were merely
continued from previous dealings. Bankers’ bills
and commercial paper show little tendency toward
expansion of supply. The Treasury sold last Mon-
day a further issue of $100,000,000 discount bills
. due in 91 days, and awards were at 0.005% average,
computed on an annual bank discount basis. Call
loans on the New York Stock Exchange held to 1%
for all transactions, and time loans again were
114 % for maturities to 90 days, and 1% % for four
to six months’ datings.

Assets—
Gold and bullion
) Of which dep. abr'd.
Res, for for'n currency
Bills of exch. & checks
Siiver and other coln..

Investments

Other assets
Liabuities—

Notes in circulation.. ..

Oth. daily matur, oblig

Other liabllities

Propor'nof gold & for'n
curr. to note circul’n

New York Money Rates

EALING in detail with call loan rates on the
Stock Exchange from day to day, 19, was the
ruling quotation all through the week for both new
loans and renewals. The market for time money
continues quiet. Rates continued nominal at 114%
up to 90 days and 1149, for four to six months’
maturities. The market for prime commercial paper
continued moderately active this week. Transac-
tions have been fairly active with the demand in

excess of the supply. Ruling rates are 4@19, for all
maturities.
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Bankers’ Acceptances

THE market for prime bankers’ acceptances has
" been quiet this week. The demand has been
good but there has been no further improvement
in the supply of prime bills. There has been no
change in rates. Dealers’ rates as reported by the

‘Federal Reserve Bank of New York for bills up to

and including 90 days are 249 bid and 7-16% asked;
for bills running for four months, 9-16% bid and 25%
asked; for five and six months, 3% bid and 9-16%
asked. The bill buying rate of the New York Re-
serve Bank is 149 for bills running from 1 to 90 days.

Discount Rates of the Federal Reserve Banks

HERE have been no changes this week in the
rediscount rates of the Federal Reserve banks;
recent advances on Government obligations are shown

in the footnote to the table. The following is the
schedule of rates now in effect for the various classes

of paper at the different Reserve banks:

DISCOUNT RATES OF FEDERAL RESERVE BANKS

Rate in

Federal Reserve Bank Effect on

Date Prevlous
Established Rate
Sept. 1, 1939
Aug. 27, 1937

KRR

EREEERERER
BO DO DO DI 1O DO B DO DO B bt bt

Sept. 3, 1937

* Advances on Government obligations bear a rate of 1%, effective Sept. 1, 1939.
Chicago; Bept. 16, 1939, Atlanta, Kansas City and Dallas; Sept. 21, 1939, 5t. Louls,

Course of Sterling Exchange
STERLING exchange in all important respects

presents no new features from those of the past
several weeks. Quotations are irregular and fluctua-
tions are narrow in limited trading. In the New
York free market the range for sterling this week has
been between $3.9214 and $3.9514 for bankers’ sight
bills, compared with a range of between $3.9414 and
$3.9614 last week. The range for cable transfers has
been between $3.9234 and $3.953{, compared with
a range of between $3.9434 and $3.9614 a week ago.

The official exchange rates fixed by London have
shown no change for nearly two months and are as
follows: New York cables, 4.0214-4.03)%; Paris
checks, 176.50-176.75; Amsterdam, 7.53-7.58; Canada
4.43-4.47. Berlin is not quoted.

Lire are unofficially quoted in London at 77.75.

The London official rates are fixed for one-month
delivery in the forward exchange market as follows:
34/c. premium to parity with the spot rate; Paris
parity for buyers and sellers; Amsterdam 114 Dutch
cents premium to parity; Brussels 2 centimes dis-
count; Zurich 3 centimes premium to parity.

The war news seems to have played little or no
part in determining the trend of sterling in the past
few weeks. Other news developments with possible
bearing on the pound sterling "and the Swedish
krona received only slight attention in the market.
These were the British plan to commandeer English
holdings of American securities in order to acquire
dollar funds for the purchase of war equipment here
and the abandonment of the gold standard by Sweden,
which was widely reported on Feb. 24.

It was noted in our issue of Feb. 17 that certain
Conservative members of Parliament voicing the
views of industrial and London City interests had
brought before Parliament the idea of restoring
sterling ' to higher levels in comparison with the
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dollar. The minimum rate suggested was $4.50.
During the question hour in Commons a few days
ago this matter was again apparently taken up, with
the emphatic assertion that the pound had been
devalued by the Treasury authorities when the Bank
of England’s official quotation was established at
$4.02-$4.04 soon after the outbreak of the War.

Sir John Simon, Chancellor of the Exchequer, in
reply to interrogations on Feb. 27 officially denied
that the British Government had devalued the pound
sterling after the beginning of the war. In denying
reports that such procedure had been employed with
the object of stimulating British export trade, he
maintained that the true level of sterling was below
that at which it stood before the conflict and that
when hostilities started it was deemed wise to allow
the pound to fall to the rate “at which it represented
its true economic value.”

Many in London outside the official bodies con-
tinue to insist that the spread between the Bank of
England’s buying and selling rate should be still
further narrowed, if not entirely eliminated in favor
of a fixed rate. It would appear that these debates
indicate at least some future change in London official
rates for sterling.

Despite the fact that early last fall Sweden cut
its tie to the pound and that Holland previously
severed its link with sterling, while Norway and
Denmark also gave less attention to the adherence of
their units to London rates, it is still evident that
London official exchange rates dominate the -cur-
rencies and the foreign trade relationships of these
and all other countries. The quotations for all units
follow closely the fluctuations in the pound: These
fluctuations as reflected in the New York free
market, narrow as they are, would not be noticeable
at all were it not for the extremely thin character of
the market.

Both offerings and purchases of exchange every-
where suffer such severe control restrictioqs that the
extent of trading is reduced to a minimum. Prior to
1914 both demand and supply of foreign exchange
were large and automatically reached a balance,
because the bill of exchange on London dominated
the entire commerce of the world. As a result
fluctuations were so inconsiderable as to give mer-
chants no concern and they did not find it necessary
to anticipate probable changes in quotations. How-
ever, under present circumstances small transac-
tions in sterling are immediately reflected in the free
markets and business men with obligations maturing
in London take advantage of dips in the rate oc-
casioned by small offerings.

The action of Stockholm in imposing restrictions on
foreign exchange is not unrelated to sterling as the
policies adopted bear so close a resemblance to those
guiding the London market that they may be said
to be patterned on the London policies. It is clear
to all observers that any future change in policy
which may be adopted by London will be promptly
followed by Sweden. The immediate occasion of
Sweden’s action was the heavy loss of gold and
foreign exchange in the past few months and the
threatening war situation in the Baltic.

A heavy flight of capital from the Scandinavian
countries took place in the past several months,
largely in the form of the withholding of funds
normally sent abroad to Scandinavian countries. It
was estimated that in a few days preceding the adop-
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tion of the rigid restrictions on Feb. 24 about 20,-
000,000 krona had taken flight from Stockholm.

On Feb. 15 the Swedish National Bank held
foreign currency reserves of 432,000,000 krona and
gold reserves of 1,000,000,000 krona

The new forelgn exchange order prohibits dealings
in foreign means of payment and foreign claims to
the countervalue of Swedish currency between two
parties without the intermediation of the Riksbank,
which was granted a monopoly of foreign exchange
transactions.

R. F. Loree, chairman of the New York Bankers
Foreign Exchange Committee, on Feb. 27 made
public a summary of the Swedish regulations effec-
tive in Sweden as of Feb. 25.

“Only dealers authorized by Sveriges Riksbank
(the Swedish National Bank) may buy or sell foreign:
exchange against Swedish currency. Most Swedish
banks are authorized dealers.”

“Exchange is available only for specified purposes,
e.g., payment of imported goods, freights, insurance
premiums, commissions, salaries, outstandmg fman-
cial contracts, traveling expenses, &e.”

“Exports of bank notes, checks, drafts, and other
bills of exchange and securities are prohibited except
with permission.”

“TImport of bank notes, checks, and bills expressed
in Swedish currency is also prohibited. Import of
securities may be made only through Sveriges Riks-
bank or authorized banks. Sales of imported securi-
ties are subject to regulations. Swedish krona
balances owned by Swedish residents may not be
transferred to non-resident account without per-
mission.’

“Krona balances owned by non-residents are
freely  transferable to other non-res1dents and to
residents.”

“Purchase of foreign exchange with non-residents’
krona balances are subject to general regulations.
Application for such purchases must be made through
the bank where the balance is held.”

The exchange regulations do not affect existing
clearing agreements.

A matter likely to have an important bearing on
foreign exchange in the future was the further step
toward economic unification of England and France
taken on Feb. 28 with the simultaneous removal by
both countries of the restrictions which were imposed
at the beginning of the war upon private trade
between the two nations,

Under the extended agreement English and French
business men will be able to do business with one
another unhampered by the many formalities and
delays which mark commercial transactions with
other countries.

In France a new .decree became law on Feb. 28
when it was signed by President Le Brun. Except
in those cases in which licenses and quotas were
already in force before September, British imports
into France and French imports into Britain under
the new regulations become free from the mass of
formalities which impeded them. The freedom ex-
tends to the colonies of both countries and ultimately
may embrace certain British Dominions. ;

From now on a Frenchman who desires to import
British goods will no longer have to obtain permis-
sion from his Government, but will automatically
receive the sterling required from one of the auth-
orized banks, which will guarantee the transaction as
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genuinely commercial. The plan will operate in the
same manner with British importers of French goods.
On February 29 a decree was signed by the Presi-
dent of France effecting a new convention with the
Bank of France for the revalorization of the French
gold stock at the present international value of the
franc and thus compensating for the non-interest-
bearing advances that the bank has made to the
Treasury for the conduct of the war. The new
convention with the bank is aimed at the mobilization
of two reserves, for payments at home and for pay-
ments abroad. An unspecified amount of gold will
be transferred to the exchange equalization fund to
constitute a secret fund to cover foreign purchases,
New York insurance underwriters on Feb. 26
nereased war zone cargo rates by 1214 cents per $100.
iln announcing the new surcharge for general cargo
moving in or out of the combat zone, it was explained
that navigation hazards directly due to the war have

" caused an average of 10 sea accidents a month since |

the outbreak of the European conflict.

For metal in ingots or similar form, gold, silver,
precious metals and precious stones the surcharge
will be 614 cents per $100 of value. New York
importers and exporters accepted the advance- in
rates without criticism.

Despite many restrictions a marked improvement
is noticeable in the London industrial stock exchange
averages. The London “Financial Times” industrial
averages, which were 96.0 on Jan. 3, reached 100.8 on
Feb. 27. Reuters indices of industrials rose from
89.4 on Feb. 14 to 94.4 on Feb. 27. The London
“Financial News” index of 30 industrial stocks,
based on July 1, 1935 as 100, was 79.3 on Feb. 23,
the highest since Aug. 17.

No further movement has been made for lower
money rates in London, from which it would appear
that the authorities have decided to stabilize interest
rates at current levels.

Call money against bills is unchanged at 349
to 1%. Bill rates are unchanged as follows: Two-
and 3-months bills 1 1-16%, four-months bills 124%,
and six-months bills 1 3-169,.

Canadian exchange follows the trends in evidence
since the outbreak of the war in September. Montreal
funds ranged this week between a discount of 149,
and a discount of 1314%,.

The amounts of gold imports and exports which
follow are taken from the weekly statement. of the
United States Department of Commerce and cover
the week ended Feb. 21, 1940.

© GOLD EXPORTS AND IMPORTS, FEB. 15 TO FEB. 21, INCLUSIVE

Imports Ezports
*$1,522,752 $4,012
55,978,082 B

$57,500,834 $4,012

$973,887
1,128,316
6,210,301
4,026,047
6,866,390
9,334,996
3,775,452
2,975,573
313,761
4,200
7,086,729
4,918,846
147,696
271,655
7,944,233
* Chiefly $151,780 Canada, $590,977 Peru, $204,937 Venezuela, $297,896
British Oceania.
Gold held under earmark at the Federal Reserve banks was increased
during the week ended Feb. 21 by $18,678,665.
The latest monthly report of the Department of Commerce showed that
$1,122,970,000 gold was held under earmark fpr foreign account as of
Jan. 31, 1940. According to the current issue of the “Monthly Revuew”’
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of the Federal Reserve Bank of New York, the Reserve banks held about
$1,090,000,000 gold earmarked for foreign account as of Feb. 29.

Referring to day-to-day rates sterling exchange on
Saturday last was steady in an extremely quiet
market. Bankers’ sight was $3.9514@$3.951%; cable
transfers, $3.94%4@$3.953{. On Monday the market
was steady in thin trading. Bankers’ sight was
$3.9434/@$3.9514; cable transfers, $3.9454@%3.951%.
On Tuesday sterling continued steady and dull. The
range was $3.9474@$3.954 for bankers’ sight and
$3.9514@$3.95%5 for cable transfers. On Wednes-
day the tone of the market was unchanged in all
important respects. The range was $3.9415@
$3.9514 for bankers’ sight and $3.9434@$3.95%% for
cable transfers. On Thursday trading continued
light. The range was $3.9215@$3.943% for bankers’
sight and $3.923{@$3.94%% for cable transfers. On
Friday the market presented no new features of
importance. The range was $3.9214@$3.93)5 for
bankers’ sight and $3.9234@$3.93%% for cable trans-
fers. Closing quotations on Friday were $3.931%
for demand and $3.933% for cable transfers. Com-
mercial sight bills finished at $3.92, 60-day bills at
$3.9034, 90-day bills at $3.9014, documents for pay-
ment (60 days) at $3.91, and seven-day grain bills at
$3.9174. Cotton and grain for payment closed at
$3.92.

Continental and Other Foreign Exchange

HE French franc under the financial and eco-

nomic agreement reached between Britain and
France some time ago continues fixed to sterling and
in the New York market fluctuates closely with the
pound.

The financial accord between the two countries is
made closer by extensions which took place on
Feb. 28, as outlined above in the review of sterling
exchange.

For the present it appears that hoarding of French
bank notes has decreased and that the citizens are
investing in Government issues for financing the war.
Further economic decrees announced on Feb. 29 are
calculated to intensify production, stabilize prices,
and maintain sound financing.

The most important of these decrees is that revalu-
ing the French gold stock, as pointed out above in
the review of sterling exchange.

The Belgian currency continues exceptionally
steady with respect to the spot rate. This unit, while
not tied to sterling, is inclined to fluctuate in the
New York market with the pound. Despite the
firmness in spot belgas, a certain degree of pressure
is reflected in the severe discount on futures. Cur-
rently 30-day belgas rule at 13 points under spot and
90-day belgas at 39 points below the basic cable rate.
Except for Holland guilders, the belga is at the
sharpest discount of any Continental currency.

The London check rate on Paris closed on Friday
at 176.50@176.75, against 176.50@176.75 on Friday
of last week. In New York sight bills on the French
center finished at 2.2234 and cable transfers at 2.23,
against 2.2414 and 2.2434. Antwerp belgas closed
at 16.91 for bankers’ sight bills and at 16.91 for cable
transfers, against. 16.88 and 16.88. Italian lire
closed at 5.05 for bankers’ sight bills and at 5.05 for
cable transfers, against 5.05 and 5.05. Berlin
marks are not quoted in New York, nor is exchange
on Czechoslovakia or on Poland. Exchange on
‘Bucharest closed at 0.7314 (nominal), against 0.7314
(nominal). Exchange on Finland closed at 1.75
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(nominal), against 1.75 (nominal). Greek exchange
closed at 0.7314 (nominal), against 0.73 (nominal).
EXCHANGE on the countries neutral during the

war of 1914-1918 was signalized this week by
the action of the Swedish Government on Feb. 24
abandoning informal restraints in controlling gold
and foreign exchange in favor of an official tightening
of these controls. The new policies amount to virtual
abandonment of the gold standard by Sweden.
Norway and Denmark are expected to follow the
policies of Stockholm. The new Swedish regulations
are discussed in the foregoing review of sterling ex-
change. The new Swedish policy seems thus far not
to have affected the quotations for the Scandinavian
units in the free market.

Swiss francs as for many weeks past have been
extremely steady.

The Holland guilder is also steady, showing per-
haps a slightly firmer tone, although future guilders
are unfavorable, with 90-day bills at a discount of
53 points. Whatever improvement is apparent in
the guilder is attributable to the success of The
Hague’s semi-forced internal loan. This issue, con-
sisting of 300,000,000 guilders of 49, bonds due in
40 years, was oversubscribed on Feb. 27.

Bankers’ sight on Amsterdam finished on Friday
at 53.11, against 53.18 on Friday of last week; cable
transfers at 53.11, against 53.1914; and commercial
sight bills at 52.90, against 53.00. Swiss francs
closed at 22.43 for checks and at 22.43 for cable
transfers, against 22.43 and 22.43. Copenhagen
checks finished at 19.33 and cable transfers at 19.33,
against 19.33 and 19.33. Exchange on Sweden
closed at 23.8314 for checks and at 23.8314 for cable
transfers, against 23.82 and 23.82; while checks on
Norway closed at 22.73 and cable transfers at 22.73,
against 22.72 and 22.72. Spanish pesetas are nomi-
nally quoted at 10.15, against 10.15.

—_——

XCHANGE on the South American countries is
held steady for the most part by the various
national exchange controls. The Argentine and
Uruguayan pesos are inclined to firmness in the free
market. The greater firmnessin Argentine pesos is due
to expansion in export trade. Exports during Janu-
ary totaled 186,191,000 pesos. resulting in an ex-
port balance of 24,705,000 pesos.

According to -official advices received by the
Chilean Consulate General in New York the Chilean
Exchange Control Commission and representatives of
the British Government have signed an agreement
whereby Great Britain will buy wool to the value of
£800,000 in Chile. The exchange balance thus
created will be liquidated by purchase of British
merchandise.

Argentine unofficial or free market rate closed at
23.45@23.50, against 23.40@23.45 on Friday of last
week. Brazilian milreis are quoted at 5.15, against
5.10. Chilean exchange is quoted at 5.17 (nominal),
against 5.17. Peru is nominally quoted at 1813,
against 1814.

——
EXCHAN GE on the Far Eastern countries pre-
sents no new trends from those of recent weeks.
Hongkong and Shanghai are showing a weaker tone,
though not much changed from last week’s quota-
tions. The Japanese yen continues pegged to the
United States dollar.
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Closing quotations for yen checks yesterday were
23.46, against 23.46 on Friday of last week. Hong--
kong closed at 24-7-16 against 2454; Shanghai at
6.80, against 7.00; Manila at 49.80, against 49.80;
Singapore at 47.75, against 47.75; Bombay at 30.22,
against 30.25; and Calcutta at 30.22, against 30.25.

Gold Bullion in European Banks

THE following table indicates the amounts of gold

bullion (converted into pounds sterling at the
British statutory rate, 84s. 11%4d. per fine ounce)
in the principal European banks as of respective
dates of most recent statements, reported to us by
special cable yesterday (Friday); comparisons are
shown for the corresponding dates in the previous
four years:

Banks of— 1940 1939 1938 1037 1936
£ £ £ £ £

England... *618,933| 130,195,485 327,172,387 314,516,737 201,351,505
France ....| 328.625,979| 295.815.490| 293,719,377 347.628.740| 526.311.953
Germany .. b3.875,700 3,007,350 2,521,900 2,464,860 2,570,560
Spain...... ¢63.667,000( 63.667.000| 87,323,000 87,323,000| 90,124.000
Italy...._. 223,400,000| 25,232.000| 25,232,000| 42,575.000| 42.575.000
Netherlands| 85,342,000/ 121,770,000| 118,818,000 73,218.000| - 58.218.000
Nat. Belg..| 67,174,000| 99.114,000] 100.141,000| 105,304,000 96 292,000
Switzerland| 86.889,000| 112,5605.000| 78,740,000 83.513.000] 47.195.000
Sweden....| 55,533,000 33,055.000| 26.246,000| 25.578.000| = 23.864.000
Denmark. . 6.511,000 6,555,000 6.543,000 6.551.000| 6,555,000
Norway ... 6.667,000 8,222,000 7.515,000 6,603,000 6,602,000
Total week.| 728,303,612| 899,138,305 1,073,971,664|1.095.265,327 1,099,659,008
Prev. week.! 704,518,054 896,176,315 1,073,841,397'1,093,326.110 1,007,649,924

* Pursuant to the Currency and Bank Notes Act, 1939, the Bank of England
statements for March 1, 1939 and since have carried the gold holdings of the Bank
at the market value current as of the statement date, Instead of the statutory price
Wwhich waa formerly the basis of valus. On the market price basis (168s. per fine
ounce) the Bank reported holdings of £1,22 ' 914 equivalent, however, to only
about £ 18.9 3 at the statutory rate (84s. 11%d. per fine ounce), according to
our calculations. In order to make the current figure comparable with former
periods as well a8 with the tigures for other countries {n the tabulation, we show
English holdings is the above in statutory pounds.

@ Amount held Deo. 31, 1938, latest figures avallable. b Gold holdings of the
Bank of Germany include *“deposits held abroad and *Teserves In foreign our-~
rencles.” c As of April 30, 1938, latest figure avallable. Also first report sub-
sequent to Aug. 1, 1936.

The value of gold held by the Bank of France Is presently caloulated, in accordance
With the decree of Nov. 13, 1938, at the rate of 27.5 mg. gold, 0.9 fine, equals one
franc; previously and subsequent to July 23, 1937, gold In the Bank was valued at
43 mg. gold, 09 fine per franc; before then and after Sept. 26, 1936, there were
4" mg. to the franc: prior to Sept. 26, 1936, 65.56 mg. gold 0.9 fine equaled one frano.
Taking the pound sterling at the rate at which the Bank of England values its gold
holdings (7.9831 gr. gold 11-12th fine equals £1 sterling), the sterling equivalent
0f 296 franca gold In the Bank of France Is now just about £1; when there were 43 mg,
gold to the franc the rate was about 190 francs to the £1; when 49 mg., about 165
francs per £1; when 65.6 mg., about 125 francs equaled £1.

The Logan-Walter Bill.

About the most lawless activities in the United
States, aside from those that are definitely criminal,
are carried on by the dozen or more administrative
agencies of the Federal and State governments which
are permitted to exercise, by delegation, legislative as
well as executive and judicial powers. There is a
universally admitted but practically almost forgotten
principle of law, never authoritatively disputed or
denied under any democratic government, which
prohibits the redelegation of discretionary powers
by any individual or governmental agency to whom,
or to which, such powers have been originally and
primarily delegated. The principle is obviously
sound. Having selected and designated an agent
for the performance of any function requiring in-
tegrity and sound judgment, an agent with whose
qualities and qualifications the principal is broadly
acquainted and who is made directly responsible to
such principal by the voluntary creation and ac-
ceptance of the relationship, it would be ridiculous
to include within the powers of the agency a general
authority to abdicate or resign the allotted functions
by transferring them to another agent unknown to
the principal and either irresponsible or responsible
only in a secondary and minor degree.

The courts of the United States have frequently
considered this principle, especially in its applica-
tion to legislative discretion, and as often as they
have given it consideration they have reasserted its
validity and force. Nevertheless, in both legislative
and judicial practice there have been, throughout
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many decades, repeated departures, under pretense
of convenience or necessity, from the sound philoso-
phy of the rule, and precisely those evils that might
have been expected to arise from placing discre-
tionary powers in the hands of men not chosen by
the electorate or responsible according to the demo-
cratic method have actually been realized and are
steadily rising to dangerous proportions. These
evils are those always and inevitably attending
arbitrary and irresponsible power. Indeed, it may
be stated as a generalization that whenever and
wherever control over any field, narrow or broad, is
placed in the hands of any man or group of men,
subject to no check or control save the individual
sense of right and wrong and social obligation, such
control rapidly degenerates into bureaucratic re-
striction in the supposed interest of some limited class
or group. At its best it avoids venality, but in the
lapse of time it rarely omits to gather to itself also
at least minor elements of this vice, so common
wherever there is irresponsibility.

The present state of so-called administrative prac-
tice in the United States is that to multitudes of
boards and commissions (like the National Labor
Relations Board, the Securities & Exchange Commis-
sion, the Federal Trade Commission, the Federal
Communications Commission, the Interstate Com-
merce Commission, and several others) there are
entrusted broad discretionary powers, to make and
issue orders and regulations controlling the methods

and conduct of individuals, partnerships, and cor--

porations, establishing and modifying property rights
and limiting the use and enjoyment of property;
all these orders and regulations have the force and
effect of statutes regularly adopted by legislative
bodies of competent jurisdiction. Similar powers
have, in numerous additional instances, been en-
trusted to individual officers, as to the President,
the Secretary of Agriculture, the Secretary of the
Treasury, the Commissioner of Internal Revenue,
the Secretary of Labor, and many others even of
lesser and subordinate rank. The bulk of the
administrative additions to the written and unwritten
laws of the United States resulting from the activities
of the sundry Federal agencies alone is almost
beyond belief. Some idea of it may be gathered

. from an official circular recently emanating from the

Government Printing Office, at Washington, Office
of the Superintendent of Documents. This circular
announces the somewhat belated publication, in
accordance with the Federal Register Act, 60 Stat.
304, of some 17 large volumes of such regulations,
all claimed to have been in full force on June 1,
1938. The following is quoted verbatim from the
cited circular:

.o the Code of Federal Regulations and the
First Supplement thereto will be available for sale
and distribution at the office of the Superintendent
of Documents on or about April 1, 1940. The Code
will embrace all Documents of the various Adminis-
trative Agencies which had general applicability and
legal effect on June 1, 1938. It will consist of 50
Titles, bound in 17 Books, each book containing
approximately 1,000 to 1,200 pages. . . . The
term “document’’ [as used herein—Editor] means
any Presidential proclamation or Executive order and
any order, regulation, rule, certificate, code of fair
competition, license, notice, or similar instrument
S;:ed, prescribed, or promulgated by a Federal

ney. '
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Another official circular issued contemporaneously
with the foregoing relates that between March 14,
1936, and Oct. 7, 1939, some 115 different agencies
of the Federal Government issued 14,889 “docu-
ments” of the classes indicated in the foregoing ex-
tract and that these related to and “concern such
matters as” wildlife, transportation, telecommunica~
tion, shipping, railroads, public welfare, public
property and works, public lands, public health,
public contracts, postal service, veterans’ relief,
bonuses, pensions, parks, navigable waters, naviga-
tion, national defense, money, ‘mineral resources,
labor, intoxicating liquors, internal revenue, Indians,
housing credit, highways, forests, foreign relations,
food, finance, employees’ benefits, import duties,
drugs, conservation of power, commodity and
security exchanges, citizenship, commercial prac-
tices, commerce, civil aviation, business credit, banks,
banking, animals, animal products, aliens, agricul-
ture, and agricultural credit. St

All these multitudinous, often intricate, detailed,
and diverse, orders or decrees of executive or ad-
ministrative Federal officers and agencies have, or
purport to have, the same effect as though they had
been enacted by Congress in pursuance of its consti-
tutional functions. In other words, they have, or
are claimed to have, the full force of public laws
commanding every citizen to do what they prescribe
and prohibiting every citizen from doing what they
forbid. As such, they are enforceable, or alleged to
be enforceable, in the courts of the land and are sub-
ject to penalties, in many instances extending to long
terms of imprisonment in Federal pentitentiaries.

Furthermore, it has apparently become estab-
lished by a long line of judicial decisions that the
validity of these quasi-laws can not be challenged
upon any grounds other than that (1) the order was
issued in bad faith or arbitrarily or (2) the authority
exercised was plainly beyond the broadest possible
interpretation of the statutory delegation of power.
Findings of fact, when supported by even a scintilla
of evidence, will not be judicially reviewed although
all the administrative agencies ignore the time-
honored rules of evidence and apply either no rules
at all or rules of their own devising which are fre-
quently grotesquely conceived. Naturally, no court
of the United States will, save upon the most com-
plete evidence, impute bad faith or arbitrary action
to any Federal officer or any agency of the Federal
Government, and it is obvious that no action will be
considered to have exceeded the lawful authority
unless it is so plainly beyond the boundaries of the
delegated discretion as to render any different con-
clusion impossible.

Under these circumstances, and strongly fostered
by the arbitrary purposes of the New Deal, a con-
dition adversely affecting every citizen and industry
of the United States, has rapidly grown to destructive
and intolerable proportions. All the business of the
country is today conducted exclusively subject to
the whims, the control, and the practical direction
of a great multitude of bureaucrats unknown to the
electorate, in many instances acting as the sub-
agents of the sub-agent of an agent, only remotely
responsible anywhere, often crude in their ideas,
limited in their comprehension, and crochety in their
tempers. The ICC, for example, does not control

the railroads; its delegated duties are far too exten-
sive, too abstruse and intricate to render direct
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control through the body to whom such broad
discretion has been entrusted even possible. The
railroads are effectively controlled, to their ruin
financially and as instrumentalities of public service,
by a vast horde of subordinate employees of the
Commission, each severally entrusted with a rela-
tively small fraction of delegated power. The Com-
mission holds the great seal of its authority and,
generally speaking, affixes it to sanction determina-
tions by its subordinates which are only partially
within the knowledge or the' comprehension of the
commissioners whom the President has nominated
and the United States Senate has confirmed as
appointees. And it is so all along the line. The
highly conscientious Secretary of Agriculture, how-
ever diligent and painstaking, could not by any
possibility apply his own thought to every one of the
orders issued in his name; they are, in reality, the
orders of unknown subordinates, with whom, in
many instances, he has no real acquaintance a.nd
infrequent and merely nominal contacts.

The Logan-Walter bill addresses itself to this
deplorable condition. It aims to relieve American
industry and business from this incubus of official
control, not by making anything lawful that is
today unlawful, but by conceding to ahyone damaged
by irresponsible administrative action, as herein
discussed, the right to have such action reexamined
and, if necessary, corrected by some Federal court
possessing jurisdiction over the parties. No valid
objection to such an enactment can be adduced.
The bill ought to pass, althought it can only palliate
conditions that loudiy call for much more com-
prehensive redress.

The Barkley-Cole Trust Indenture Act

“One more nuisance” is the most succinctly accu-
rate way to describe the latést addition to Federal
control of the securities market—the Barkley-Cole
Trust Indenture Act—an Act unnecessary, and
costly far beyond any possible benefit which it may
render to the already much-protected investor.

An interesting light on the investor’s opinion of
this multiplying protection can be gleaned from the
recent Stock Exchange poll of 6,000 customers.
‘While the poll applied to Stock Exchange regula-
tion rather than regulation under the Securities
Act of 1933, there probably would not be much
difference in the representative opinion of inves-
tors affected by the 1933 Act, except perhaps due
to the fact that the Stock Exchange poll reached
people more or less actively interested in Wall
Street and therefore probably somewhat more
sophisticated.

The results showed that all but some 7% felt that
Government regulation is now enough. But this
939% included over 49% who wanted less regulation,
and this 49% included 15.2% who felt the Govern-
ment should leave the market alone.

The Barkley-Cole Trust Indentures Act is quite
unnecessary; no adequate case was made out for it
in the beginning in the Security and Exchange
Commission’s study of “Trustees Under Indenture”
(Part VI of the Protective Committee study). Of
the 16 cases cited, 11 were real estate cases involv-
ing so-called “vest-pocket” trusteeships, in which
officers of the original issuing company became the
“trustees.” Of the other five, two were the cele-
brated Guaranty Trust cases of R. Hoe and Cuba
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Cane. When the report was issued the indignant
officials of Guaranty Trust wrote a long letter to
the Commission correcting the record and ecriti-
cizing the conclusions; when they obtained no
redress from the Commission, they published this
letter. No one reading it without bias could fail
to see that the SEC had made no case at all. In
only one trifling matter—corrected when found—
had the “defendant” been remiss. That was in im-
pounding $300 of coupon money when the default
occurred, a subordinate official’s error, promptly
corrected.

The objectives of the Act .divide roughly into
three parts, each carrying one of the pet idealistic
objectives of the Washington reformers to the bitter
and unprofitable end. The first is the principle of
full disclosure, requiring reports by the borrowing
corporation to the trustee and to security holders,
and by the trustee to the security holder, and in-
creasing substantially the amount of independent
auditing and accounting necessary.

The second is the elimination of alleged conflict-
ing interests between the trustee, borrowing corpo-
ration, and underwriter, containing, on the one
hand, an almost ineredibly complicated set of rela-
tionships which must be repeatedly reviewed, and
on the other a catch-all clause about common inter-
ests which will make it child’s play for the Com-
mission to embarrass a certain large private bank
if and when it chooses to enter into the corporate,
trust field.

Lastly, the Act has so revised the bankruptcy
laws which apply to improvement of the trustee’s
position within four months of default, that one
of two things will happen: the banks will simply
cease making rescue loans, or else they will make
them by a simple subterfuge which will completely
defeat the purpose of the Act.

Let us review, one after the other, these purposes
as written into the law—“full disclosure,” “elimina-
tion of conflicts of interest,” and the regulation of
preferential collections by the trustees.

First, the debtor corporation must furnish the
trustee at least every six months complete informa-
tion on the names and addresses of its bondholders;
and the trustee must keep these lists “in as current
a form as is reasonably practicable.” Then if three
or more bondholders of at least six months’ stand-
ing want to circularize the list then can do so by
submitting their letter to the trustee, which must
either let them get at the lists or else do the mailing
for them with reasonable promptness, unless it dis-
approves of the letter and sends it to the SEC with
a note that it would be illegal or contrary to the
bondholders’ interests. The SEC may then say yes
or no.

Section 313 requires the trustee to send the bond-
holders an annual report on what it has done, as
detailed in the bill. Interim reports must be sent
in the case of certain stipulated acts such as re-
lease-or substitution of property under the deben-
ture or advances equal to more than 109 of the face
value of the bonds outstanding.

Section 314 says the debtor must send the trustee.
the same sort of information it must file with the
Commission for registration or listing of securities,
together with certain other information applying
particularly to actions under the indenture. The
same reports must go to the SEC, and a summary
of them must go to every bondholder. This widens
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the 'Commission’s fact-gathering net, brings in’ cor-
porations not already involved in listing require-
ments, and assures bondholders the same type and
volume of information available to stockholders—
meantime, of course, costing the debtor consider-
able sums in this wholesale mailing operation.

Taken separately, each of these requirements

seems helpful to the investor. Taken together, they
are simply burdensome and expensive beyond all
benefit they can render him, and for the most part
the reports are bound to go to the waste-basket. .

Rection 310 is aimed at preventing “conflicts of
interest,” by defining the eligibility and disquali-
fications of indenture trustees; compared to this,
the paper work required under the full disclosure
sections is as nothing.

In the earlier drafts of the bill the definitions of
conflict of interest were very loogely drawn, and
corporate trustees who went over the bill saw im-
‘mediately that they would most certainly be under
a government of men and not laws if the bill passed
in such a form, and that they would never know
whether they were right or wrong, in the clear or
in dutch. 8o they insisted upon and obtained, in
1his respect, a version for this section of the bill
of that “government by definition” to which the
Washington lawmakers seem to have a tropistic
aversion, and to which Thurman Arnold last sum-
mer alluded with frank dislike. They had the exact
limits of the conflicting interest spelled out in the
utmost detail—with one major exception, of which
more presently. ,

But while this rigid and arbitrary definition of
just what is and just what is not permitted is a
" clear-cut protection ‘to the corporate trustee, it
also involves it in endless checks to see whether,
inadvertently, some conflict of interest may have
arigen according to the terms of the law. For
instance, the trustee or any of its directors or execu-
tive officers may not be an issuer of the securities
or an underwriter for the issuer. The trustee may
not have more than two directors in common with
the issuer. Ten per cent of the voting stock of the
trustee may not be beneficially owned by the issuer
or any director, partner or executive officer
thereof; or 20% collectively by any two or more of
such persons; or 10% of such stock by an under-
writer or any director, partner, or executive officer
thereof; or collectively by any two or more of such
persons.

(An underwriter is defined as every person who
within three years was underwriter of any security
of the issuer outstanding at the time, excepting
distributors getting the usual distributor’s or sell-
er’s commission.)

Moreover, the trustee may not be the beneficial
owner, or the holder as collateral security for an
obligation in default as to principal for 30 days, of
5% of the voting securities or 10% of any other
class of securities of an obligor (except for securi-
ties issued under an indenture under which the
institution iy trustee).

Too, the trustee cannot serve if it comes into
. possession, by default, of 5% of the voting securi-
ties of any corporation which it knows to control
directly or indirectly the borrowing corporation.
It is similarly disqualified if it comes to own 10%
of any class of securities of a corporation it knows
to own 50% of the voting securities of the borrow-
ing corporation. The law provides that the trustee
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must resign within 90 days after it discovers a con-
flict, or eliminate the conflict.

The net result is that, ideally at least, the corpo-
rate trustee would be ceaselessly checking, day in
and day out, changes in the security holdings of, in
some cases, literally hundreds of officers in thou-
gsands of corporations. - Actually, the practical
mind will have to step in somewhere and draw a
line, and say that a regular check every certain
period constitutes reasonable diligence on the part
of the corporate trustee.

But while the law is thus putting corporate trus-
tees to all this time and trouble to avoid conflicts,
it contains a little joker which in effect wipes out
all the protection thus given the trustee and lets
the SEC have all the discretion it wants. Subsec-
tion 3 of Section 310 says: “The trustee may not
directly or indirectly control, or be directly or indi-
rectly controlled by, or be under direct or indirect
common- control with the issuer or an underwriter
for the issuer.”

Now if United States Steel should issue deben-
tures, and J. P. Morgan & Co., Inc., should in the
future desire to become the corporate trustee, who
but the SEC could say whether Steel and the House
of Morgan were under “indirect common control”?
Or who could gainsay the SEC if it should reach
the solemnly absurd finding that they are?

This is the very quintessence of what the Walter-
Logan bill is driving at—to force the SEC and other
commissions to interpret such things and promptly;

“if the Commission fails in this, as it has failed in

many other such wide-open sections, it deserves no
better than the yoke the Walter-Logan bill would
force upon it.

The last objective of the Act, to regulate “prefer-
ential collections,” quite effectively prevents future
rescue loans by any corporate trustee choosing to
stay within the spirit of the law. :

Until this Act was passed—that is, under the
existing Bankruptcy Act—a trustee bank which
had been paid down or paid off within four months
of bankruptcy could keep the money unless the
receiver proved that the bank had foreknowledge.
Now, however, any improvement in the bank’s
position, on a commercial loan, for example, within
four months of default, must be put in escrow and
eventually split with the bondholders in proportion
to the ultimate deficits of each.

Moreover, if the bank makes a secured loan
within four months of default it cannot keep the
money unless it proves itself that it did not know
(“had no reasonable knowledge”) the default was
on the way.

No bank is going to make a rescue loan under
those circumstances—with the burden of proof of
not knowing laid upon itself.

But any bank can get around the clause with
ease—if it so desires. It need only make the loan
so big (keeping part on deposit) that there will be
no default until the loan is paid.

The Course of the Bond Market

Bond®prices declined somewhat from last week’s levels.
The principal specific development of the week was the SEC
action on publie utility holding companies discussed below.

High grade railroad bonds have been lower this week.
Norfolk & Western 4s, 1996 dropped to 12114, off 2 points,
while Oregon Washington Railroad & Navigation 4s, 1961
declined 34 to 105}4. Medium grade and speeu]a/tive rail
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bonds lost ground during the week. Delaware & Hudson
48, 1943 declined 2 points to 58; Nickel Plate issues have
been unchanged. Morris & Essex 414s, 1955 dropped 1
point to 35)4. Defaulted rail issues have been character-
ized by narrow price fluctuations. .
Announcement by the SEC of proceedings against utility
holding companies to bring about compliance with the inte-
gration feature of the Public Utility Act, resulted in some
price weakness among holding company debentures. ~Cities
Service Power & Light 51s, 1949, New England Power
Association 514s 1954 and Standard Gas & Electric 6s 1951
have been the most prominent in this group. Higher grades
have been firm although not particularly active. New
York tractions again occupied the center of interest. New fi-
nancing was limited to $20,000,000 first 4s 1970 and $6,000,-
000 general mortgage 414s, 1955 of Kentucky Utilities Co.
Changes of any importance among industrials this week
oceurred primarily in the lower grades. Following a sharp
rise in the preceding week, the Marion Steam Shovel 6s, 1947
followed through with a moderate gain this week, but the
International Mercantile Marine 6s, 1941 lost 33 points,
following a 214 point gain in the preceding week. The
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General Steel Castings 514s, 1949 and the Studebaker Conv.
6s, 1945 lost ground and the Celotex 414s, 1947 (w.w.) at
86145 lost 4. Moderate strength has been displayed by
the amusement group, including the Keith, the Loew’s and
the Warner Brothers bonds. Among high-grades the Liggett
& Meyers and Lorillard bonds have been off fractionally.
Aside from the foregoing and the apparent complete success
of the Bethlehem Steel financing, there is little of importance
to relate with regard to industrial bond market activity this
week.

Among foreign bonds Japanese Government obligations
reached new highs for the year on a generally firmer back-
ground in that department. Norwegian and Danish bonds
lost several points but developed some rallying power later.
There has been some support for German bonds, but Belgian
issues have been softer, while Italians continued almost
unchanged. Australian bonds have been weak with losses
up to 4 points while Canadians lapsed again after an inter-
mediate rally. South American issues continued quiet but
firm.

Moody’s computed bond prices and bond yield averages
are given in the following tables:

MOODY'’S BOND PRICES t
(Based on Average Yields)

MOODY'S BOND YIELD AVERAGES t
(Based on Individua Closing Prices)

120 Domestic Corporate *
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105.41
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* These prices are computed from-average ylelds on the basis ot one “typical” bond (4% coupon, maturing in 30 years), and do not purport to show either the AvVerage
level or the average movement of actual price quotations. They merely serve to llustrate in 8 more comprehensive way the relative levels and the relative movement of

vield averages, tne latter being the truer picture of the bond market.

1 The latest complete list of bonds used in computing these indexes was published in the issue of Jan, 13, 1940, page 179.

The Business Man’s Bookshelf

The All-American Front

By Duncan Aikman.

Of the 120,000,000 who people the 20 Latin-American
Republics, “more than half, certainly, live in a poverty
80 abject” that‘millions of them do not even know how to
want. Close to half—more than 909 in at least one re-
publiec—are illiterate. A vast, uncounted proportion of
them are “chronically sick with debilitating tropical—and
tropical slum—diseases.” This book is a splendid analysis of
the life of these people and of the manner in which, for good
or woe, we are affected by them.

Today, on the Brazilian coffée fazendas, within a few miles
of modern facilities for spending and civilized living, ‘‘there
are still hundreds of thousands of families whose cash inecomes
seldom exceed $15 a year.” - The head of a press association
bureau in Rio ‘““‘wonders how his bright young men on from
88 to $20 a week manage to marry, raise children and sup-
port—as the Brazilian convention requires of their virility
and - white collar social station—mistresses. He does not
wonder how they look jaded and undernourished.”

And just as the peons are poor, so are ‘“the nations with~
out money.” Yet “we expect the 20 republics to funection
with respectful and contented doecility on a slum income as
the mineral and tropical-products sweatshops of interna-
tional capital, and at the same time we expect them to pay
their way and conduct themselves as self-respecting equals.”

3044 pp. Doubleday.

Mr. Aikman continues: ‘“‘Latin-American history is ful
of peons who have become dictators, private soldiers who
have become millionaires, members of the ostensibly subject
races who have become generals and aristocrats. The dis-
orders of the republics, the possibilities of graft and intrigue,
the fascinations which ostentatious personalities have for the
uncritical Latin public, smooth the upward path for gifted
adventurers in politics and business as neatly as it is smoothed
anywhere in the world.”

Why, one asks, are such millions of starvelings to be found
in the lands from which once poured the untold wealth that
galleons carried to Spain? Why are these countries so
poor? Whence the intrigue, the corruption, the perennial
revolutions, the revolving dictatorships? And what will
the future do to these conditions?

In as fascinating a narrative as you will find anywhere,
Mr. Aikman shows us, first, the reasons why South America,
as to most of its countries, is unable to subsist on its fertile
lands, and why the men who bring the minerals to the sur-
face are on the border of starvation. When this is made
clear to us, we realize whg illiteracy prevails, why graft and
corruption are so often the ladder up which men eclimb, to
curry favor from military politicians who make and unmake
dictators. These, in turn, setting aside all constitutional
restrictions, live on by ruling with an iron hand, and keep
their country from drifting into chronic anarchy. Slowly,
painfully, out of such conditions a semblance of real democ~
racy is appearing. It can be nurtured if education, primary
and secondary, can be brought to the masses. And when
that is attained, semi-skilled and skilled workers and tech-
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nicians will grow up and earn relatively better pay.
be a slow process, over long years. .

Meanwhile, foreigners own, or have a mortgage on, “a
share of Latin-America’s wealth that is nominally nearly as
great as the republics’ total annual production of purchasing
power.” In other words, Latin-America is peopled by
“share croppers’’; they have the title to the country, but
foreigners own it. And that makes for an anti-foreign feel-
ing that finds an outlet specially against the United States.
Why? Because America of the North is further removed
from Latin-America, geographically, culturally, mentally,
than the Europeans occupying the same relationships to it
as do the “Yanquis.”* In endless succession, facts are
brought to light by Mr. Aikman. He does not confine him-
gelf to seeing what should give him pleasure, He looks at
all he ought to see, and this done, presents his observations
with a gift of facile expression which makes reading an
aesthetic pleasure. .

The lack of mutual comprehension, the mental gulf,
which separates us from Latin-America, the unending diffi-
culties which lie in our efforts to bridge this gap, are vividly
made clear, Clearly, too, the resultant financial and com-
mercial consequences are set forth with obvious large-

It will

* Compare V. 150, p. 745, “America Faces SBouth,” by T. R. Ybarra,
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mindedness on the author’s side and with an ability to judge
with distinet impartiality, so that we repeatedly accept his
judgment with the feeling that what he says is profoundly
true. : .
He covers so much ground, with such a wealth of detail,
that it would take pages in which to refer thereto. There is
only space to add that no student of Latin-America—no
matter what special field may be his study—can afford to
overlook Mr. Aikman’s work. Those who hold the current,
one might say the orthodox, views on South America and
its peoples, its destiny and the manner in which it may
affect ours, should by all means read this book. They will
be disturbed to discover how much they know ‘“‘that ain’t
so!” When, as a result, they have completed their mental
jettison, they will feel grateful to Mr. Aikman that he has
made this process as easy and painless as could be. An eye
for drollery and an easy sense of humor provide occasional
light relief to chapters of seemingly prolonged seriousness.
Throughout, one gains the impression that the author
knows his subject thoroughly, and that he gained his knowl-
edge at first hand. This, and the fact that this reviewer once
lived for some seven continuous months in Latin-America,
aid him in saying, without hesitancy, that “The All-Ameriean
Front” is the most valuable book of its class known t(é h11}131.
w. C. B..

Indications of Business Activity ”

THE STATE OF TRADE—COMMERCIAL EPITOME
Friday Night, March 1, 1940.

Business activity showed only slight declines the past
week, observers stating there are significant signs of a
reversal of the downward trend that has. prevailed for
some time past. The news of the week contained a num-
ber of encouraging items, foremost of which was the re-
port that European nations now at war are extending pur-
chase programs in the United States to munitions and ma-
terials, as well as aircraft, and indications of this fact
are appearing daily. A recent news item in this connec-
tion was the announcement that France has requisitioned
65,000 to 75,000 barrels of oil daily from Texas, enabling
the Railroad Commission to relax on shut-down orders.
In addition, an explosives manufacturer disclosed that an
unidentified Iuropean government has -contracted for
$450,000 of its “regular products.” On Wednesday it de-
veloped that an American manufacturer had taken some
overflow business from Canada, including an order for
shell rounds. Another encouraging item contributing to
the cheerful outlook was a statement in the “Monthly Re-
view” of the Federal Reserve Bank of New York setting
forth the fact that foreign spending here has averaged
at least $200,000,000 a month for the last four months.
Other encouraging items are the excellent reports coming
from the automobile industry, and an evident change for
the better in the steel industry this week.

“Current export sales and prospects for further expan-
sion in steel demand from abroad are attracting more at-
tention in the industry than the domestic situation, but a
noticeable change for the better has occurred in the volume
of new steel orders in the last few days,” “Iron Age”’ re-
ported yesterday. “While the improvement is neither broad
enough nor large enough to be conclusive evidence of a
general reversal of the downward trend of the last two or
three months, it is the first sign that the decline in new
buying and production may have been halted,” the maga-
zine observes, “Taken in conjunction with other factors,
such as the upward trend in automobile manufacturing, an
increasingly good export trade, the approach of spring,
the stability of the steel price structure, and the fact that
the steel scrap composite price is unchanged for the first
time since mid-January, the betterment in order volume,
slight though it is, may be significant,”. the survey says.
“Inquiries for steel from domestic consumers have also
appeared in large numbers, indicating perhaps the work-
ing down of inventories, though some buyers are suspected
of “feeling out’ the market to determine the strength of
prices. The review says that with some companies Febru-
ary export totais will exceed those of any month since
September, when the outbreak of war caused a rush of
foreign buyers to the American market. Notwithstanding
the difficulty of doing business with some countries owing
to exchange restrictions and other artificial barriers, the
tot_al \"olume from all world sources is termed “encour-
aging.” .

The electric light and power industry in the United States
produced 2,455,285,000 kwh. of electricity during the week
ended Feb. 24, the Edison Electric Institute reported. This
is an increase of 229,595,000 kwh., or 10.39%, over the 2,225,
690,000 kwh. reportéd for the corresponding period last
year. TFor the week ended Feb. 17 total production
amounted to 2,475,574,000 kwh., compared with 2,248-
767,000 kwh. in the same 1939 week, an increase of 10.1%.

Loading of revenue freight for the week ended Feb. 24
totaled 595,032 cars, according to reports filed by the rail-
roads . with the Association of American Railroads and
made public today. This was a decrease of 12,892 cars

below the preceding week this year, 38,290 cars more than
the corresponding week in 1939, and 33,093 cars above
the same period two years ago. This total is 98.78% of
average loadings for the corresponding week of the 10
preceding years.

Class I railroads in January had combined net operat-
ing income of $45,566,633 against $32,947,172 for January,
1939, the Association of American Railroads reported to-
day. The compilation was based on reports from 133
Class I carriers. Gross revenues totaled $345,498,219 in
Jan%ary against $305,778,767 a year ago;, an increase
of 13%. . ‘

Engineering construction awards for the short week due
to the Washington’s Birthday holiday total $59,094,000.
This compares with $52,980,000 reported for a week ago,
and $85,605,000 for the corresponding week last year as
reported by “Engineering News-Record.” The -current
week’s volume brings 1940 construction to $462,905,000, a
level 239 below the total of the nine-week period last
year. Private awards for the week reached $11,644,000,
compared with the $17,865,000 volume reported for a week
ago, and $23,377,000 for the 1939 week, Public construc-
tion for the current week totaled $47,450,000 as against
$35,115,000 for the last week and $62,228,000 for last year.

Bank clearings for 22 leading cities of the United States
during the 5-day week ended Feb. 28, amounted to $4,757 -
741,000, comiared with $5,438,523,000 for the correspond-
ing 6-day week a year ago, giving a decrease of 12.5%. The
sharp decline shown in the volume of bank transactions for
the current reporting week, as compared with the same week
of last year, was again due to the disparity in the number of
business days included in the respective weeks, according to
Dun & Bradstreet, Inc. New York turnover totaled
$2,802,460,000, against $3,305,952,000 last year, a decrease
of 15.29%,. The uneven comparison ea,usedy a year-to-year
drop for the outside cities for the first time in many weeks,
the turnover for the latest week—$1,955,281,000—showing
a decline of 8.39, under the $2,132,571,000 a year ago.

The Federal Reserve Bank of New York estimates in the
current issue of its monthly review that foreign spending
here has averaged at least $200,000,000 a month for the last
four months. The figures for gold imports and foreign
central bank balances in this country suggest a rate of
foreign spending in the United States well above that
indicated by the reported excess of merchandise exports
over imports, the bank says.

Ward’s Automotive Reports today estimated this week’s
output of the country’s automobile plants at 100,255 units,
a decrease of 1.7 per cent from that of a week ago and an
increase of 28 per cent over that of a year ago. One week
shutdowns in two plants were given as the reason for the
decline from last week. Estimating February production at
more than 410,000 units, Ward’s said that the first quarter
would see at least 1,300,000 cars and trucks completed.
Output of 410,000 units would be the second best total for
the period on record.

Business held its ground this week, a pick-up in trade
activity tending to offset a further moderate decline in manu-
facturing lines, Dun & Bradstreet, Inc., reported today in
its weekly review. Indications, the authority pointed out,
were that the production trend had spent most of its force.
Industrial buyers were said to continue in a waiting mood,
with current needs keeping the flow of orders at a steady rate. .
Increases in total retail volume over a year ago, while ir-
regular, were more common than in the preceding week.
The average for the entire country was up 3 to 99, compared
with 1939. Exeept on the Pacific Coast, where high winds
and heavy rains seriously impeded all trade activity, most
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leading cities recorded some gain over 1939. For the
Pacific Coast the year to year comparison showed a decline
of 2 to 7%. In other regions advances ranged up to 5 to
129, for the South and 6 to 159 for the Middle West. New
England was ahead by 3 to 8%.

The outstanding features of the weathér news the past
week were the heavy rains and floods in California. Twelve
feetof flood water spread over the farm lands along the Sacra~
mento River yesterday when the swollen stream broke
through levees in the Princeton-Butte City-Glenn area.
The break earried little menace to life sinece the flooded
area was not thickly populated. = The inundation, however,
added considerably to damage already estimated at $5,000,000
in the three day flood over the northern California Valley.
Elsewhere in the flood zone, harassed by several days of
rain and melting snow in the mountains, the situation, ap-
peared to be improving. High waters were receding in the
watersheds of the Eel and Russian rivers along the north
California eoast. One thousand persons were homeless in
the Redding area. During the week much lower temgeran
tures prevailed in the Northeastern States, with readings
decidedly below zero; Burlington, Vt., reported a low of
11 degrées below; Albany, N. Y., was 13 degrees below on
the morning of Feb. 27. However, the weather had become
much warmer in the South and the Interior Valleys. The
week closed 'with heavy rains in central Pacific coast see-
tions, San Franeisco, Calif., reporting a 24 hour fall of
1.86 inches, and Redding, Calif., 4.44 inches. In the New
York City area the weather for the week was generally clear
and cold.

The weather today was cloudy and interspersed by mild
flurries of snow. Prevailing temperatures ranged from 32
degrees to 39 degrees. Slightly colder weather is_the pre-
dietion for tonight attended by light rain or snow. No change
is looked for on Saturday and Sunday. Minimum thermo-
meter readings for the ecity and its environs tonight are ex-
pected to touch 28 degrees.

‘Overnight at Boston it was 27 to 37 degrees; Baltimore, 30
to 40; Pittsburgh, 30 to 37; Portland, Me., 23 to 32; Chicago,
35 to 38; Cincinnati, 27 to 45; Cleveland, 30 to 33; Detroit,
25 to 31; Milwaukee, 31 to 34; Charleston, 47 to 59; Savan-
nah, 37 to 64; Dallas, 60 to 85; Kansas City, Mo., 38 to 66;
Springfield, I11., 28 to 47; Oklahoma City, 57 to 80; Salt Lake
City, 35 to 59, and Seattle, 46 to 54.

—————

“Annalist’”” Index of Wholesale Commodity Prices
Declined 0 4 of Point During Week Ended Feb. 24
—February Average Also Decreased

Weakness in many minor items caused the ‘‘Annalist’’
index of commodity prices to decline sharply during the week
ended Feb. 24. On Saturday, Feb. 24, the index was 81.4%
of the 1926 base, lowest since early December and a drop of
0.4 of a point as compared with the preceding week. This
was reported in an announcement issued Feb. 26, which
also said:

Despite a rally in wheat, other grains were irregular. Cotton moved
forward but wool and silk declined. Livestock prices were easy with hogs
declining to a new low for the move. - Rubber declined sharply on large
imports.. Metals were firmer with copper and tin advancing. Eggs lost
307 in a single week on large receipts at principal terminals.

Commodity prices average 81.5% of the base year during February,
lowest since October and a decline of one-half point as compared with
January.

“ANNALIS1” WEEKLY AND MONTHLY INDEXES OF WHOLESALE
COMMODITY PRICES
(1926—=100)

.
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Movement of new automobiles and trucks in January deécreased 7.2%
under December, but represented an increase of 51.7% above January,
1939. The labor situation in the automobile industry was described as
““quiet,” and the 7.2% decrease in tonnage under December was attributed
to tapering off of production. g

Iron and steel, representing 4% of the total reported tonnage, showed
a sharp drop of 24.3% under the 1936 monthly average, and a decrease
of 16% under December. It showed an increase of 7.6% as compared
with January, 1939, however.

Four per cent of the total tonnage reported was miscellancous com-
modities, including tubacco, textile products, bottles, building materials,
cement and household goods. Carriers in this group reported a decrease
in tonnage of 16% below December, and the amount of freight reported
was virtually the same as the amount reported for January, 1939.

PRI S N

Carloadings for Week Ended Feb. 24, 1940,
Total 596,032 Cars
Loading of revenue .reight for the week ended Feb. 24
totaled 595,032 cars, the Association of American Railroads
announced on Feb. 29. This was an increase of 38,290 cars

or 6.99% above the corresponding week in 1939 and an in-
crease of 83,093 cars or 16.2% above the same week in 1933.
Loading of revenue freight for the week of Feb. 24 which in-
cluded holiday was a decrease of 12,892 cars or 2.1% below
the preceding week. The Association further reported:

Miscellaneous freight loading totaled 234,315 cars, a decrease of 6,580
cars below the preceding week, but an increase of 18,594 cars above the
corresponding week in 1939. :

Loading of merchandise less than carload lot freight totaled 133,908
cars, a decrease of 9,079 cars below the preceding week, and a decrease of
65 cars below the corresponding week in1939.

Coal loading amounted to 135,107 cars, an increase of 3,373 cars above
the preceding week, and an increase of 7,335 cars above the corresponding
week in 1939.

Grain and grain products loading totaled 31,223 cars, an increase of
326 cars above the preceding week, and an increase of 2,344 cars above the
corresponding week in 1939. In the Western Districts alone, grain and
grain products loading for the week of Feb. 24, totaled 18,504 cars, a de-
crease of 180 cars below the preceding week, but an increase of 1,489 cars
above the corresponding week in 1939. !

Live stock loading amounted to 10,768 cars, a decrease of 315 cars below
the preceding week, but an increase of 833 cars above the corresponding week
in 1939. In the Western Districts alone, loading of live stock for the week
of Feb. 24, totaled 7,888 cars, a decrease of 198 cars below the preceding
weel, but an increase of 755 cars above the corresponding week in 1939.

Forest products loading totaled 30,146 cars, a decrease of 386 cars below
the preceding week, but an increase of 4,653 cars above the corresponding
week in 1939.

Ore loading amounted to 9,696 cars, a decrease of 93 cars below the pre-
ceding week, but an increase of 1,813 cars above the corresponding week
in 1939.

Coke loading amounted to 9,869 cars, a decrease of 138 cars below the
preceding week, but an increase of 2,783 cars above the corresponding week
in 1939.

All districts reported increases compared with the corresponding week
in 1939 and all districts except the Southwestern reported increases over the
corresponding week in 1938.

1938

2,256,717
564,740
542,991
535,866
511,939

4,412,253

1939

2,288,730
573,127
576,352
576,645
566,742

4,571,596

1940

Four weeks of January 2,555,415
Week of Feb. 3 657,004
‘Week of Feb. 10_.
‘Week of Feb. 17..
‘Week of Feb. 24

Total. isiiilosemmsuiise - 5,042,278

The first 18 major railroads to raport for the week ended
Feb. 24, 1940 loaded a total of 280,659 cars of revenue freight
on their own lines, compared with 289,848 cars in the pre-
ceding week and 261,416 cars in the seven days ended Feb. 25,
1939. A comparative table follows:

REVENUE FREIGHT LOADED AND RECEIVED FROM CONNECTONS
(Number of Cars)

Farm products...
Food products..
Textile produc

Loaded on Own Lines |Recéived from Connections
Weeks Ended— Weeks Ended—

Feb. 17,|Feb. 25,(Feb. 24,|Feb. 17,|Feb. 25,
1940 | 1939 | 1940 | 1940 | 1939

16,624

16,436 5,076| 5,274] 4,891

Atchison Topeka Santa FeRy..
i & Ohlo R 14,445

14,948
8,003 8,056
7,495

B
Chesapeake & Ohio Ry
7,612

Chi Burlington & Quincy RR.

January Truck Loadings Up Slightly Over December
The volume of revenue freight transported by motor
truck in January represented a 1.49% increase over the
preceding month and an increase of 21.39% over the volume
transported in January, 1939, according to a monthly sur-

- vey prepared and released on Feb. 26 by the American

Trucking Associations. The survey was based on-compar-
able reports from 197 motor carriers in 36 States, whose
aggregate tonnage for January was 866,012. This com-
pared with 834,227 tons in December and 713,936 tons in
January of last year.

The A, T. A. index figure, computed by taking the 1936 monthly average
tonnage of the reporting carriers to represent 100, stood at 123.54 for
January. In December the index figure was. 121.24, and in January,
1939, it was 103.83. .

The reporting carriers indicated the increases would have Deen more
substantial had they not been handicapped by labor difficulties and
unuueally adverse weather conditions.

Seventy-seven per cent of all the freight tramsported during the month
by reporting carriers consisted of general merchandise. The volume of
this type of freight increased 3.8% above December and was 22% greater
than in January, 1939._ i

Petroleum products, which represented slightly more than 11% of the
total tonnage reported, showed increases in January of 13.6% as com-
pared with December, and 19.4% as against January of last year,

7,373
10,109
1,408
2,128
2,738
8,605
37,494
9,918(
4,499
36,709

4,969
8.037| 8,042
4,974 5,271 8,503 8,545

280,6591289,848/261,416/184,3601183,4281170,576

TOTAL LOADINGS AND RECEIPTS FROM CONNECTIONS
(Number of Cars)

Chicago Milw. 8t. Paul & Pac.Ry.
Chicago & North Western Ry.....
Gulf Coast Lines

International Great Northern RR
Missouri-Kansas-Texas RR
Missouri Pacific RR

New York Central Lines
N.Y.Chicago & 8t. Louis Ry
Norfolk & Western Ry
Pennsylvania RR_ ..

Pere Marquette Ry - .

Pittsburgh & Lake Erl

Southern Pacific Lines.

Wabash RY.evemecmaan

Weeks Ended—
Feb. 17, 1940
K 22,471
28,554 30,185
11,454 12,230

60,877 64,886

Feb. 24, 1940 Feb, 25, 1939

20,824
27,161
11,003

58,088

Chicago Rock Island & Pacific Ry -
Illinois Central System
8t. Louis-San Francisco Ry

In the following we undertake to show also the loadings
for separate roads and systems for the week ended Feb. 17,
1940. During this period 84 roads showed increases when
compared with the same week last year.
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REVENUE FREIGHT LOADED AND RECEIVED FROM CONNECTIONS (NUMBER OF CARS)—WEEK ENDED FEB. 17

Total Revenue
Preight Loaded

1939

Total Loads Received
Jrom Connections

1940 1939

Ratlroads

Total Revenue
Freight Loaded

1939

Total Loads Recstved

Ratiroads Jrom Cennections

Eastera District—
Ar

551 1,185
184

Delaware Laskawanna & West.
Detrelit & Maockinac..... P—
Detroit Tolede & Ironton
Detrolt & Tolede Shore Line....
B ¢ | T oo
Grand Trunk Western. .....
Lehigh & Hudson RIVer.......
Lehigh & New England.......
Lehigh Valley...ou..- e
Maine Central.. ..
Monongahela

Moot

New York Central Lines......
N.Y.N.H

New York Ontarlo & Western.
N. Y. Chicago & 8t. Louis
N. Y. Busquehanna & Western.
Plttsburgh & Lake Erfe.......
Pere Marquette......- P——
Pittsburgh & S8hawmut.
Pitsburgh 8hawmut & North...
Pittsburgh & West Virginla. ...
Rutland. . ceenccunan —esoni
Wabash....oweeercnnn
Wheeling & Lake Erie

Totalicousssinsnoisannvans

Alleghany District—
Akron Canton & Youngstown....

956
8,237
2,936

145,980

129,898 149,371

419
27,796
2,295
329
1,422

1,006 08
14,445 14,159
1,098

Western Maryland-—...._....
Total.cccusupoponaniovainn
Pocahontas District—

Norfolk & Western....

Virginian

124,059 | 113,197 90,534

22,602
18,843
4,456

45,801

20,413
15,799
3,905

40,117

8,056
4,499
1,044

13,599

3,297
34,984

Total. e eeeenenn chmmaee

Southern District—
Alabama Tennessee & Northern
Atl. & W.P.—W.RR.of Ala..
Atlanta Birmingham & Coast....
Atlantic Coast Line
Central of Georgla.

Charleston & Western Carolina
Clinchfield. .....

210

21,828
142
138

142
181

Macon Dublin & Bavannah. ...
M Central

339

Southern District—(Concl.)
Mobile & Ohio.
Nashville Chattanooga & St. L.
Norfolk Southern....
Piedmont Northern.......
Richmond Fred. & Potomae
;Beaboa.rd Alr Line.. -

n Sy

Ty Central. .
Winston-S8alem Southbound...
Total . saiciaa R

Northwestern District—
Chicago & North Western
Chicago Great Western
Chicago Milw. 8t. P. & Pacific.
Chicago 8t. P. Minn. & Omaha.

Ft. Dodge Des Moines & South.
Great Northern. ... ceecemaas
Green Bay & Western

Lake Superior & Ishpeming ...
Minneapolis & 8t. Louis

Minn. 8t. Paul & 8. 8. M.....

Spokane International -
Spokane Portland & Seattle...

Central Western District—
Atch. Top. & Banta Fe System.

Al

Bingham & Garfield.

Chicago Burlington & Quincy...
Chicago & Illinois Midland....
Chicago Rock Island & Pacific.
Chlcago & Eastern Illinofs......
Colorado & Southern

Denver & Rlo Grande Western.

Illinois Terminal...... -
Missouri-Illinois. . . ...
Nevada Northern

9
20,119
405
12,671
393
1,146

92,852

Southwestern District—
Burlington-Rock Island
Fort 8Smith & Western..

International-Great Northern.
Kansas Oklahoma &

Quanah Acme & Pacific.
8t. Louls-S8an Francisco.
8t. Louls Southwestern.
Texas & New Orleans. ..

Wichita Falls & Southern._
Wetherford M. W. & N. W_...

43,716

Note—Previous year's figures revised.

¥ Previous figures. x Disoontinued Jan. 24, 1939.

Moody’s Commodity Index Declines

Moody’s Daily Commodity Index closed at 158.7 this
Friday, as compared with 160.3 a week ago.
The movement of the Index is as follows:

-=-160.3| Two weeks ago, Feb. 16....._
-.159.9| Month ago, Feb. 1
7| Year ag

9. Low—Aug,
159.711940 High—Jan, 2. __.._

8.7 Low—Feb. 13
R S O—

Wholesale Commodity Prices Advanced 0.4% During
Week Ended Feb. 24, According to Bureau of
Labor Statistics’ Index

Following the steady decline which began early in the year,
the Bureau of Labor Statistics’ index of wholesale commodity
prices rose 0.4, during the week ended Feb. 24, according
to a report made Feb. 29 by Commissioner Lubin. “Higher
prices for farm produets and foods largely accounted for the

_advance which brought the all-commodity index to 78.69,
of the 1926 average,” Mr. Lubin said. He added:

In addition to increases in the farm products and foods groups a minor
advance was recorded for chemicals. The hides and leather products,
textlle products, building materials, and housefurnishings goods groups
declined slightly. Fuel and lighting materials, metals and metal products,
and miscellaneous commodities remained unchanged at last week's level,

Advancing prices for agricultural commodities, together with marked
increases in prices of raw silk and raw jute, caused the raw materials group

. index torise 0.7%. A minor advance was recorded in the index for finished
products and average prices for semi-manufactured articles were steady.
The index for the large group of “‘all commodities other than farm products'”
registered a fractional advance while the index for ‘“‘all commodities other
than farm products and foods” was unchanged from last week.

RASER
ouisfed.org/

From the Labor Department’s announcement, the follow-
ing is also taken: !

The index for the farm products group rose over 19 largely because of
increases of approximately 234% in grains and livestock and poultry.
Higher prices were reported for wheat, corn, oats, rye, cattle, lambs, live
poultry, cotton, apples (Chicago), and sweet potatoes. Quotations were
lower for hogs, eggs, citrus fruits, peanuts, and wool. Advancing prices for
cereal products and meats were primarily responsible for the increase of
nearly 1% in the foods group. Prices were higher for bread (New York),
flour, cornmeal, pork, lamb, raw sugar, peanut oil, and soybean oil. The
dairy product and fruit and vegetable subgroups declined. Lower prices

.Were reported for butter, cheese, prunes, canned corn and string heans,

bacon, dressed poultry, canned salmon, and lard.

As a result of lower prices for goat skins and leather, the index for the
hides and leather products group fell to the lowest level reached since late
in September.

Continuing the steady decline which began in January, the textile products
group index receded to 74.2% of the 1926 average. Lower prices for cotton
goods, particularly drillings, muslin, print cloth, sheeting, tire fabric, and
cotton yarns, together with a decrease in prices of women's silk hoslery,
were responsible for, the decline. Prices for raw silk, silk yarns, and raw
jute advanced sharply.

The building materials group index dropped fractionally because of lower
prices for Douglas fir lumber, yellow pine timbers, and linseed oil. Prices
for yellow pine lath and flooring, spruce and white pine lumber, and turpen-
tine were higher. In the metals and metal products group, higher prices for
electrolytic copper and copper and brass manufactures were counter-
balanced by lower prices for reinforcing bars and scrap steel and the group
index remained at 95.3.

A minor decline in prices of bituminous coal did not affect the index for
the fuel and lighting materials group. For the 3rd consecutive week iv has
remained unchanged at 73.0. Average wholesale prices of cattle feed ad-
vanced more than 4% during the week. Crude rubber, paper and pulp, and
cylinder oils declined. Higher prices for copper sulphate, oils, and mixed
fertilizers accounted for the advance in the chemicals and drugs group index.

The following tables show (1) index numbers of wholesale prices for the
majn groups of commodities for the past 3 weeks, for Jan. 27, 1940, and
Feb. 25, 1939, and the percentage changes from a week ago, a month ago,
and a year ago; (2) important changes in subgroup indexes from Feb. 17
to Feb. 24, 1940.




Volume 150

(1926==100)

-
Percentage Changes from~

Jan.27,
1940

to
Feb. 24,
1940

—0.6
+0.3
6

Hides and leather products.
‘Textlle products
Fuel and lighting materials_
Metals and metal products..
Bullding materials. .cce.ou.
Chemieals and drugs. ...
Housefurnishing goods.
Miseellaneous commodities.
Raw materials
Semi-manufactured articles.
Finished products
All commodities other than
farm products
All commodities other than
farm products and foods... 0.0
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new orders were virtually unchanged in January contrasted sharply with
a drop of 8.5% in the Federal Reserve Board’s production index, but it is
well ‘'known that the high December level of output was possible only
because of backlogs previously accumulated.

The decline in new orders from the peak has not followed the same
course as that experienced early in 1937. In the earlier period a ehort
wave of secondary buying set in three months after the peak was reached,
which was immediately followed, however, by a resumption of the defla-
tionary process. - Up to the end of January no such secondary buying
wave had followed the 1939 peak.

Manufacturers shipments continued to follow closely the trend in pro-
duction of manufactured goods. The Conference Board index (1936 equals
100) fell from 128 in December to 118 in January, a decline of 8%. Com-
pered with January, 1939, however, the index showed a gain of 22%.

The following table gives the Conference Board’s indexes of the value
of manufacturers inventories, new orders and shipments for January, 1940
for the preceding month, and the corresponding month of 1939, together
with the percentage change. These indexes (1936 equals 100) are adjusted
for seasonal variation:

Inventortes|New Orders| Shipments
January, 1940 (pr 30 118

IMPORTANT PERCENTAGE CHANGES IN SUBGROUP
FROM FEB. 17 TO FEB. 24, 1940

Decreases
Hoslery and underwear.
Cruderubber.

Cotton goods
Fruits and vegetables. ..
Hides and skins

Dairy products

Paint and paint materials..
Other miscellaneous
Bituminous coal

Orplos; v uewesssns
Nonferrous metals..
Meats

FEOOKMIIN N
oo huaDm

Paper and pulp
Iron and steel

PRSI GRS

Wholesale Commodity Prices Continued Unchanged
During Week Ended Feb. 24, According to National
Fertilizer Association

For the past three weeks the wholesale commodity price
index compiled by the National Fertilizer Association has
remained at the same level, 77.49; of the 1926-1928 average.
The index was 72.8 a year ago and 76.5 two years ago. The
high point for 1940 was 78.5, reached in the first week in
January. The announcement by the Association, dated
Feb. 26, continued: §

Higher prices last week for farm products and foods were offset by declines
in other commodities. The food price average advanced to the highest
point reached in the last month. In the farm product group declining
quotations for hogs, eggs, and wool were more than offest by increases in
cotton, grains, cattle, and poultry. The average for all commodities other
than farm products and foods declined during the week to the lowest point
recorded since last October. Lower.prices for bituminous coal were respon-
sible for the drop in the fuel index. The 11th consecutive weekly decline
in the textile price average reflected lower quotations for cotton goods,
burlap, and woolen goods and yarns. The building material index dropped
to a new low for the year. Increases were registered by the indexes repre-
senting the prices of metals and miscellaneous commodities.

. Twenty-nine price series included in the index advanced during the week
and 28 declined; in the preceding week there were 31 advances and 29 de-
clines: In the second preceding week there were 18 advances and 34 declines.

WEEKLY WHOLESALE COMMODITY PRICE INDEX
Complled by the National Fertilizer Assoclation, (1926-1928=100)

POOSOOOOODO MM
HORNWRWRMINDO OO

V. Peroent Latest
Pach Group Week
Bears 10 the Feb. 24,
Total Inder 1940

Month
Ago
Jan. 27,
1940

Preced’y
eek

128
o7
—8
+23

y, 1939 -
P. C. change from Dec. 1939 to Jan., 1940_...
P. C. change from Jan., 1939 to Jan., 1940___

—_————

New York Reserve Bank Reports 1415 % Gain in January
Department Store Sales as Compared with Year Ago

Total January sales of the reporting department stores in
the Second (New York) District were about 14149, higher
than last year, but about one-third of the increase was due
to one more business day than in January, 1939, the Federal
Reserve Bank of New York states in its “Monthly Review”’
of March 1. As compared with the preceding month, when
sales reached their seasonal peak, about the usual decline was
shown. The Bank added:

January sales of the leading apparel stores in this District were 12.2%
higher than last year, and on an average daily basis the year-to-year in-
crease was larger than in the previous two months.

Btocks of merchandise on hand in the department stores, at retail valua-
tion, were about 114 9% higher at the end of January than a year ago, and
apparel store stocks were about 8% % lower. Collections of accounts
outstanding continued slower than a year ago in the department stores,
but were slightly better than last year in the apparel stores.

For the three weeks ended Feb. 17, total sales of the reporting depart-
ment stores in this District fell slightly below those of the corresponding
period of 1939, apparently due in part to bad weather conditions in the
third week, and were also below the January level, although the rate of sales
is usually somewhat greater in February than in January.

Percentage Change from
a Year Ago

Net Sales

Feb. to
to Jan.

Locality

+
8
g

LRBIRES

Northern New York State....
Southern New York State...
Central New York State
Hudson River Valley District,
‘Westchester and Stamford
Niagara Falls

All department stores. .

Ftttt
RN OI0ROOD
om0 o ot 0B o

+ |+
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+1.4
Apparel stores +12.2 +4.0 —8.6

%3 72.9
53.6

8
)

71.

et
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5
5
9
4
1
9
6
3
5
5
3
6

64
65
57
7

63
84
89
77
92
87
94
73

78.3
94.9

78.2
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Manufacturers’ Inventories Again Advanced in January
According to Conference Board—Slump in New
Orders Checked .

Inventories of manufacturers increased for the fifth con-
secutive month in January, but the slump in new orders
was virtually checked, according to the preliminary indexes
for that month compiled by the Division of Industrial Eco-
nomics of the Conference Board. Under date of Feb. 29
the Board explained: :

Despite a marked curtailment in production in January, the value of
inventories, based on reports made directly to the Board, was 8% higher
tban at the end of December, and 15% above the level of January, 1939.
Since last August the Conference Board’s index of inyentories has increased
18% to stand 30% above its 1936 average, but remains 10% below the
peak reached at the end of October, 1937. Accumulation of stocks has
been at about the same rate as that which occurred in the four months
following the buying wave in December, 1936. The rise since last Septem-
ber, however, has not been accompanied by any general increase in prices,
as was the case in the opening months of 1937.

Industry in January received about as much support in the way of
new orders as in December. Marked resistance to further decline is
shown by the Conference Board’s index. The January level was 1% lower
than December’s, but 17% above that of January, 1939, The fact that

January sales and stocks in the principal departments are compared with
those of a year previous in the following table:

Net Sales
Percentage Change
January, 1940
Compared with
January, 1939

Stock on H and
Percentage Change
Jan. 31, 1940
Compared with
Jan. 31, 1939

+2.2

Classification

+
«o
=]

WodRR=IRBROINDRRDR

t
‘Women's ready-to-wear accessories.
HOBlEIY wusvsnmsicranmmsnimmm SRR L
Men’s and boys’ wear. ....

S eor

Musical instruments and radio..
Toilet articles and drugs

Linens and handkerchiefs. .

8ilks and velvets

Silverware and jewelry

Luggage and other leather goods.
Miscellaneous
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January Sales of Chain Stores 9159, Above Year Ago,
Reports New York Federal Reserve Bank

The Federal Reserve Bank of New York reports in its
“Monthly Review” of March 1 that January sales of the
reporting chain store systems in the Second (New York)
District were about 9}49% above January of last year, but
after allowing for one additional shopping day this year, the
increaso in average daily sales amounted to 5149, or less
than the year-to-year gain on a comparable basis in the
previous month. The Bank goes on to say:

Grocery and 10 cent and variety chains again showed sizable increases in
sales over a year ago, while shoe chains registered a less favorable comparison
than in December and candy chains showed a decrease in sales of about
7% %, the largest in s everal months.
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Owing to a reduction of about 8% in the number of grocery chain
stores in operation between January, 1939 and January, 1940, incident to
a tendency to operate fewer but larger stores, sales per store of the grocery
chains were approximately 30% ahead of a year ago. Total sales per store
of all chains combined increased 13%, as compared with the increase of
about 934 % in total sales.

Percentage Change January, 1940
Compared with January, 1939

Number Sales
of Stores per Store

Type of Chain Sales

Electric Output for Week Ended Feb. 24, 1940, 10.39,
Above a Year Ago

The Edison Electric Institute, in its current weekly re-
port, estimated that production of electricity by the elec-
tric light and power industry of the United States for
the week ended Teb. 24, 1940, was 2,455,285,000 kwh, The
current week’s output is 10.3% above the output of the
corresponding week of 1939, when production totaled 2,225,-
690,000 kwh. The output for the week ended Feb. 17,
1940, was estimated to the 2,475,574,000 kwh., an increase
of 10.1% over the like week a year ago.

PERCENTAGE INCREASE FROM PREVIOUS YEAR

Week Ended
Feb. 17, 1940

Week Ended
Feb, 3, 1940

Week Ended
Feb. 24, 1940

Week Ended
Feb. 10, 1940

Major Geographic
, Regions

New England. g g
Central Industrial.... . 12.9
‘West Central..... e . 9.9
Southern States. .. ... 1.2
Rooky Mountain. .... § 5.1
Pacific Coast...... e . 7.4

Total United States.! 10.3 10.1 11.1
DATA FOR RECENT WEEKS (THOUSANDS OF KILOWATT-HOURS)

B b et ek
oRESRNm
OO W

Percent

Week Ended 1940 1939 1037 1932

2,473,397| 2,169,470 2,244,030 1,619,265
1,602,482

2,455,285

et e e et e et

2,237,935/ 2,212,897 ,702,570

—_——————

New Dwelling Units Provided in Urban Areas During
1939 Increased 409, Over 1938, Secretary of Labor
Perkins Reports

More than 343,000 new dwelling units, having a permit
valuation of over $1,225,000,000, were provided in the urban
areas of the United States during the calendar year 1939,
according to estimates of the Bureau of Labor Statisties,
Secretary of Labor Frances Perkins reported on Feb. 10.
“This is an increase of approximately 97,000 dwelling units,
or 40% over the calendar year 1938, Miss Perkins said.
She added:

Increascs in the number of dwelling units provided were shown in all
areas of the country, The most important gains occurred in the East
North Central States, the South Atlantic States, and the Pacific States.
In 1939 more dwelling units were provided in urban areas of this country
than in any year since 1929. In 1939 we built about 86% as many dwell-
ing units as during 1929 and nearly nine times as many -as during the
bottom of the depression in 1933.

The figures quoted above include dwelling units provided in projects
under the United States Housing Authority sponsorship. During 1939,
55,438, or 16%, of the total number were in USHA projects. In 1938
only 6,706 dwelling units were provided in USHA projects.

Of ihe total number of dwelling units provided in urban areas during
the calendar year 1939, 238,029, or 69%, were in one-family dwellings,
17,634, or 6%, in two-family dwellings, and 87,521, or 26%, in multi-
fami}y dwellings. In 1938, 166,916 families were provided for in one-
family dwellings, 13,915 in two-family dwellings, and 64,922 in multi-
family dwellings.

A comparison of the family-dwelling units provided dur-
ing the calendar years 1939 and 1938 is shown in the. fol-
lowing table, by size of city:

ESTIMATED NUMBER OF NEW DWELLING UNITS PROVIDED IN THE
URBAN AREAS OF THE UNITED STATES DURING 1939 AND 1938,
BY SIZE OF CITY, BY SOURCE OF FUNDS. (1939 PRELIMINARY)

1,538, 1452

Source of Funds
USHA
1939 | 1938
16,987 | 6,376
230

24,207
6,032 100

Total

Population Group Private

1939

1939
106,761
71,681

1938

86,400
40,080
17,628
20,335 5,667
35,136 ) 2,395
24,607 150
21,567 | 25,331 21 567

245,753 |287,646 (239,047
+20.3

500,000 and over
100,000 and under 500,000. .
50,000 and under 100,000 .
25,000 and under 50,000 .
10,000 and under 25,000..
5,000 and under 10,000..
2,600_and under 5,000..

Total United States_.
Percentage change

25, 331
-1343,084
+39.6

55,438
+726.7
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January Sales of Life Insurance in Canada Increased
Above Year Ago

Sales of new ordinary life insurance (exclusive of group)
in Canada during January totaled $33,726,000, according
to a report issued by the Life Insurance Sales Research
Bureau, Hartford, Conn. This represents an increase of
17% over sales in January, 1939. The figures for the
Canadian Provinces for January, 1940, are given in the
following tables:

January

Sales
Volume

S; 443, 000
2, 054 000
909,000
1,032,000
15,423,000
19,000
8,608,000
1,062,000
336,000
$33,726,000
$33,726,000

Ratios
1940 to 1939
117%

Newfoundland.

Canada total

January sales for the United States were reported in
these columns of Feb. 24, page 1194,
L

Country’s Foreign Trade in January—Imports and
Exports
The Bureau of Statistics of the Department of Commerce
at Washington on Feb. 28 issued its statement on the foreign
trade of the United States for January and the 6 months
ended with January, with comparisons by months back to
1935. The report follows:

The substantial increases in United States export trade during the last
four months of 1939 over the corresponding period of the preceding year
were followed in January by an even more marked rise. Total exports
from the United States were nearly three-fourths larger in value in January,
1940 than in January, 1939, when export trade was at a relatively low level,
and also slightly above the relatively high figure for December, 1939.
General imports were over one-third larger in value than in January, 1939,
although slightly below the level of December. Increases over the pre-
vious year in shipments of raw cotton and of certain manufacturers con-
tributed largely to the expansion in the export total; while increases in re-
ceipts of crude materials and of semi-manufactures accounted in large part
for the substantial rise in the import total.

The value of both import and export trade increased decldedly after the
middle of 1939; but the greater gain occurred in exports, with a resulting
marked increase in the export balance. In both December, 1939 and
January, 1940, the value of exports exceeded the value of imports by more
than $120,000,000:

Exports, including reexports, amounted to $368,550,000 in January,
1940 as compared with $367,819,000 in December, 1939 and with $212,-
911,000 in January, 1939.

The value of general imports (goods entered for storage in bonded ware-
house, plus goods which entered merchandising channels immedately upon
arrival in the country) amounted to $241,961,000 in January as compared
with $246,792,000 in December, 1939 and with $178,246,000 in Jan. ,1939.

Imports for consumption (goods which entered merchandising channels
immediately upon arrival in the country, plus withdrawals for consump-
tion from warehouses) amounted to $234,698,000 in January as compared
with $232,736,000 in December, 1939 and with $169,353,000 in Jan. 1939.

During each month since September, 1939, foreign goods arriving in
this country have been larger in the aggregate than goods moving into
consumption channels, with the result that stocks in bonded customs ware-
houses have been steadily increased. In January, however, goods entered -
for storage were only about $7,000,000 larger in value than goods with-

‘ drawn for consumption, a smaller excess than in any of the three previous

months. .
Ezports by Economic Classes and Commodities

The exceptional rise in cotton exports has been a principal factor in in-
creasing the value of total export trade during the past few months as com-
pared with the corresponding months a year ago. During January, United
States exports of unmanufactured cotton.amounted to approximately
1,125,000 bales (500 pounds each) as compared with 327,000 bales in Jan-
uary, 1939; and, mainly because of this increase, the value of toval exports
of crude materials advanced from $36,390,000 in January, 1939, to $82,-
193,000 in January, 1940. Exports of tobacco increased substantially in
quantity in January, 1940, over January, 1939, but their value was reduced
largely because of the shipment of lower-priced grades. Crude materials,
as a class, comprised 23% of total United States exports in January as
compared with 17% a year ago.

The increase in the value of exported manufactured articles (except
manufactured foods) over that of January, 1939 shipments was nearly
75%; the value of semi-manufactures advanced from $35,412,000 to $75,~
335,000, while finished manufactures increased in value from $107,358,000
to $173,830,000. Exports of semi-manufactures, which this year include
greatly increased amounts of iron and steel products and non-ferrous metals,
made up 21% of total United States exports as compared with 17% a year
ago, while finished manufactures were 48% of the total as compared with
51% in January, 1939.

Exports of manufactured foodstuffs increased from $14,607,000 in Jan-
uary, 1939 to $20,449,000 in January, 1940. Among the various food ex-
ports, meat products showed an increase from $13,393,000 pounds to
36,139,000 pounds, continuing the upward trend in evidence during the
greater part of 1939. Exports of canned vegetables and canned fish also
were higher than those of a year ago, but those of dried and canned fruit
decreased in quantity.,

Exports of crude foodstuffs decreased from $16,493,000 in January, 1939
to $7,257,000 in January, 1940, as a result of large reductions in shipments
of wheat, corn, apples and oranges

Foodstuffs, as a group, represented slightly less than 8% of United States
exports in January as comparad with nearly 15% m January. 1939.

N — - T ——

|Imports by Economic Classes and Commadmes

Crude materials constituted 419 of total imports in January, 1940 as
compared with 32% in January, 1939. The relatively large increase in
the value of crude materials was due not only to the virtual doubling in
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quantity of imports of crude rubber and the virtual trebling in imports of GOLD AND SILVER BY MONTHS
wool, but also to substantial increases in receipts of other crude materials. : Exports, Imports and Net Balance
Thle rise Ai: prices of certain commodities was a factor in the increase in ¥ 6 Months Ended Dec. | merease(4)
value, a result of the rise in price of raw silk, the value of silk imports anvary al i ||[ATICTenac

increased more tha 85%; about 10% less silk was received in January, P m o 1939 1940 1938 1939 e E
1340 t;iin in January, 1939. The value of total crude materials imports n e g -
advanced to $95,700,000 in January, 1940 from $53,930,000 in Jan. 1939. 000 , . | A.000 1,000

Semi-manufactures, valued at $53,800,000 represented 23% of total gold-—~ D"”ug‘; D""";; D"”“{gg Douar..;a Douaﬁeﬁ
United States imports in January, 1940 as compared with 22% a year 156,427 | 236,413 | 1,731,483 | 1,553,582 | —177,902
earlier. Among the various semi-manufactures imported in increased
amounts was tin, receipts of which were more than twice as large in both 156,345 | 236,391 | 1,731,344 | 1,553,509
quantity and value as in January, 1939. Nickel, copper, woodpulp and
diamonds were other items imported in greatly increased quantities in 1,671 452 5,482 6,015
January as compared with the same month last year. 10,328 5,799 119,000 29,780

Imports of finished manufactures increased only from $34,886,000 in
January, 1939 to $37,089,000 in January, 1940. These products con- Ades 00 L TB T L 2068
stituted 16% of the total imports as compared with nearly 21% of the - Stlver
total in January, 1939. While imports of burlaps were almost one-half
larger in qunatity and more than twice as large in value as a year earlier k 1938 | 1939
and while newsprints imports showed a moderate increase in quantity and 1.000
value, imports of leather manufactures, flax manufactures, miscellaneous ; y y Dollars|
paper manufactures, steel-mill manufactures and machinery were smaller 11| 5,067 81 22 2| 1,671
in value than in January, 1939. 3 2,064

Principally as a result of much larger sugar imports, the value of imported 29
manufacutred foodstuffs increased 40% to a value of $23,316,000. In
contrast with 142,000,000 pounds of sugar imported for consumption in
January, 1939, 381,000,000 pounds were imported in January, 1940. The
increase was primarily in imports from Cuba.

Imports of crude foodstuffs in January, 1940, valued at $24,793,000
were 7% less in value than those of January, 1939, largerly as a result of
smaller entriés of coffee and cattle. Other crude. foodstuffs, including  Decerber.. 887
cocoa and tea, were imported in larger quantities and were higher in total 6 mos. end.

value in January than in the corresponding month of last year. 12Decembgr 45,872 6,015
mos. end.
Exports, including Re-exports, General Imports, and Balance of Trade December| 46,020 g 12,042| 7,082( 14,630

Imports—
January 6 Months Ended Dec. |Increase(+)  ganuary 121,336 236,413| 2,846/ 28,708| 10,328

Ezports and Imports o50 T e Decrease(—)  February...| 120,326 6| 14,080| 15,488 9,927
154,371 5,589| 14,440| 7.207

P ‘ Yo P 215,824 2.821| 15.757| 7,143

Dollars Dollars Dollars’ ;gg'igg 2204 ig'?gg lg';%

212,911 1,503,652 | 1,761,000 | 257,348
178248 999,473 | 1,223,624 | +224,151 19,820 " 2ol

Merchandise export bal.| 34,665 | 126,680 | 504,179 | 537,376 23008 "2.8e0

¥ November. . 24,987| 4,183
MERCHANDISE TRADE BY MONTHS Dooentber, - 240542 21'533| 3795

Month or Period 1935 1936 1937 1938 1940 . R
602,196(1731,483(1553,682 57,352|119,000; 29,780/
Ezports Including 1,000 K - 1,000 1,000 - o 1,000 12 mos. end.
Re-ezports— Dollars Dollars | Dollars Dollars December|1631,523/1979,458(3574,659 91,877,230,531| 85,307
176,223 222,665 289,071 368,550 -

163,007 ) 261,935 2

ra472 Cash Dividend Payments by Standard Oil Companies in
First Quarter Estimated at $22,006,861, Compared

with $22,294,926 in Same Period of 1939

_Cash dividend payments by the companies of the Standard
g It Oil group for the first quarter of 1940 are estimated at $22,-
269,838 314,697 006,851, a decline of 1.3% from the total of $22,294,925
223,469| 229,800) 323,403 distributed by these companies during the first quarter of
6 mos. ended Dec...|1,258,763|1,301,017|1,812,604|1,503,652(1,761,000 1939, according to figures compiled by Carl H. Pforzhmeier
12 mos. ended Dec-..|2,282,874|2,455,978|3,349,167|3,094,440(3,176,878 & CO., member of the New York StOOk Excha,nge. In the
General Imports— preceding or final quarter of 1939 a total of $67,874,953 was
4 : 4 . 3 gy
}gg:igi 13;% 37(7):%3 170,689 }ggzg;g 241,961 disbursed by the group, payments in that per iod having in
307'474 190 481 cluded the semi-annual dividends of several of the larger
286,837 186,296 companies which make payments only in the second and
ey g fourth quarters. The firm’s announcement added:
265,214 168,910 A majority of the companies normally making payments in the first
quarter are paying the same amounts in the current quarter as in the similar
period of last year. The decline reported in the total for the group reflects
November. y 235,500 the smaller distribution by Standard Oil Co. of California, which declared
December 186,968 171,347| 246,792 only the regular quarterly dividend of 25c. per share, whereas at this time
- last year the regular payment was supplemented by an extra of 5¢. per share.
g:gg: :Eg:g ggg:: ;giggég é,igggg; éﬁggﬁég 1,328:{;3 é?,%g‘{%é .4  The reduced payment by the Standard Oil Co. of California, the only
. member of the group paying less this quarter than a year ago, was partially
Exports of United States Merchandise and Imports for Consumption offset by increased payments by Buckeye Pipe Line Co., Southern Pipe
Line Co., South West Pennsylvania Pipe Lines and Union Tank Car Co.
January 6 Months Ended Dec. |(Increase(+) The record of quarterly disbursements in recent years follows:
Ezports and Imports - Decrease(—) Buckeye Pipe Line Co.’s first quarter dividend of $1 per share this year
939 - /|-:1040 19887 i, - 1039 compares with a payment of 50c. Der share in March, 1939, while Southern
1,000 1,000 1,000 1,000 1,000 Pipe Line Co.'s current semi-annual payment of 25¢. per share compares
Sexports (U, 5. madss.) 5‘6"%3 ﬁ%‘lg&i llzgl;agé A ll;gléaggz f%‘é’gm with 15c. per share a year ago. South West Pennsylvania Pipe Lines’
s 4/l i ’ Feeh) o’ ! recent declaration of a dividend of $5 per share compares with quarterly
Dipem for soarptignl 109,858 93098 | LODG, 174 1 4, 800 A 0r il payments of 50c. per share previously. Union Tank Car Co.’s extra divi-
dend of 10c. per share in addition to the regular quarterly dividend of 30c.
<afomh.or Feriod 1390 1956 1037 1948 1859 1940 per share in the current quarter is the same as was paid in the final quarter
Ezrports—U. S. o 1,000 1,000 1,000 1,000 1,000 of 1939, but compares with only the regular payment in the first three
Merchandise— Dollars | Dollars | Dollars | Dollars | Dollars quarters of last year.
195,689 219,063 210,260/ 359,064 Socony-Vacuum Oil Co.’s semi-annual dividend of 25¢. a share and the
179,381| 229,671 i 216,157 : = i
192,405 252,443 i 263,995 regular quarterly dividends of 25c. per share each declared by Atlantic
264,627 Refining, Standard Oil of Indiana, Standard Oil of Kentucky and Standard
285,081 0il of Ohio are the same as were paid by these companies at this time last
g0t Ay year. Humble Oil & Refining Co.’s dividend of 37}4c. per share, Eureka
273,561 : Pipe Line’s payment of 50c. per share, and Souvh Penn Oil Co.’s payment
293,374 2 of 37 V4¢. per share were likewise the same as a year ago, while Cheseborough

’ 329,373 s Mfg. Co. declared the usual extra dividend of 50c. per share in addition to
311,21 286, i . : y
December ggg'gzg 319,43_% 266,358 357,3% the regular quarterly dividend of $1 per share.

6 mos. ended Dec....|1,239,961|1,283,515/1,791,563|1,487,034|1,725,882 — | _First Quar. | Second Quar. | Third Quar. |Fourth Quar.

12 mos. ended Dec.....|2,243,081(2,418,969|3,298,929|3,057,169|3,123,402
$22,006,851

“Imports for 22,294,925 | $62,985,882 $23,806,799 $67,874,053
Consumption— 19: 23,550,943 80,623,933 25,427,903 71,315,026
168,482 186,377| 228,680( 163,312| 169,353 234,698 25,437,708 94,996,550 31,084,248 121,317,075
155,923 152,577 19. 19,872,088 74,817,051 29,911,506 114,399,982
173,196| 191,269 18,122,737 63,821,486 17,653,161 70,516,298
155,118 185,916 24,312,981 58,908,391 18,582,065 67,289,092
147,123] 194,185 32,406,332 34,527,547 19,546,576 42,457,920
178,373 46,801,053 46,278,873 43,858,468 44,112,501
170,430 63,101,797 57,843,467 51,263,688 48,530,230

180,225 - ———————
199,404

514832 Analysis of Imports and Exports of the United States
232,736 in January and the 6 months Ended December

6 mos. ended Dec--_|1,054,554(1,270,6181,388,103/1,007,174|1,204,457 The Department. of Commerce’s report of the character
12 mos. ended Dee. .. |2.038,905(2,423.97713,009,85211,949,624 2,276,130 of the country’s foreign trade reduces the export and import
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figures into five separate groups, ranging from crude ma-
terials to the finished manufactures, in each of which the

icultural and non-agriculturel totals are shown separately.
ﬁs tabulation, which reveals that in the last 6 months
of 1939 22.4%, of domestic exports and 49.7%, of imports
for comsumption were agricultural products, we present
below in the usual manner. )

Another arrangement of the figures given out by the
Department shows the value of each of the chief items of
the export and import trade arranged according to economic
groups, and since a special interest attaches to these figures
at this time because of the war in Europe, we append them
also. Both tabulations are given below:

DOMESTIC EXPORTS FROM AND IMPORTS INTO THE UNITED STATES
FOR THE MONTH OF JANUARY AND THE LAST SIX MONTHS OF

1939 AND 1938
Analysis by Economic Groups

(Value in 1,000 Dollars)

Month of January
1939 1940

6 Months Ended December
1938 1939

Per
Cent
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Cent

Q
§s
Q
89

Value Value

317,506
223,623

333,485

-
-
pronst
SoOw oD
i)
et
(SIS

Tt 803 352 30 H © SN RO N1

1
a

LN ORD haonb

Mtd. foodstuffs & bev.

Non-agricultural ...
Semi-manufactures...

Non-agricultural ...
Finished manufactures|107,3,

-
N
-

87
247,068
724,839

721,113

PO ORS SO NN R
00 59 1 30 1t B0 NI 80 80 i 0 DO NI B0
-~

w

Wt

e e L P Y

GomSoronn

4,842
868,399

»
>

8 |83

Total exports of U, 8
merchandise

_.
S [8o88cRoasn

\'NH
888
O D
LY )

1,487,034
414,783
1,072,250]

RS
e
-0 S

1,725,882
386,907
1,338,975,

oo
=

97,234
261,830

e
-
Y
‘\IN

Consumption—

Crude materials. 304,637 411,335
302,820
108,515
140,446

134,745
5,700

B OO
G0

Agrioultural .
Non-agricultural...
M{d. foodstutfs & bev.

Bk ek b bk RO OO

EorlEnSeinolinsS
WRNOWNIWOD N D0 W N

T 1)
NONOW MW O DOV
DR OI RO IO~N

N
N

S8emi-manufactures. ..
Agricultural .. __. -
Non-agrioultural...

Finished manufactures

Non-agricultural ...
Total imports for con-

Agricultural .......
Non-agriculturaf...

»
»

0

o NDNDDO IS DD

B
B -
ot

34,886
328
34,559

SoSonurruNvoRRRGaH
B B0 S 00 B9 0 00 1=t 00 J 1t 50 N st 0

659 2,365
36,430 214,212

[~
-
3
-

=
8
PO

1,007,174 .
478,986 .
47.5! 528,187 52,

234,698/100.
123,133| 52.
111,565

k=]
e
58
S X

=3

598,158
606,299

g
gs8
wNo

The Commercial & Finahcial Chronicle

March 2, 1940

Month of January| 6 Mos. Ended Dec.

1939

Finished Manufactures—Concluded—
Gasoline and other motor fuel.. ... ccoue-
Lubricating ofl 5,482
Glass and glass pr 614
Steel-mill f: 3,622

Iron and steel advanced manufactures....| 3,066
Electrical machinery and apparatus......| 6,720
Household refrigerators. ...cceeemanesn 501
Radio ApParatus. .. eecuuua 1,467
Industrial

ofgiem-worklng machinery.

ce -

Printing and bookbinding machinery ... ...
Agricultural i and {

b4
Automobiles, incl. parts and accessories...
Motor trucks and buses (DEW) - -« cauea-
Passengers cars (new)
Alreraft, including parts, &c
Medicinal and pharmaceutical preparations
Paints and varnishes -~
Soap and tollet preparations
Photographic and projection goods. . .
Scientific and professional Instruments 853
All other finished manufactures._ 15,668

Total domestIo eXPOrtS. cae e ccvecacan- 210,260
Imports for Consumption
Materials—

7,239

4,614
1,908

unmanufact'

n, fact
Jute and jute butts

Flax and hemp,
Wool, unmanufactured

Diamonds for industrial use
Manganese, chrome, and other ferro-alloy-

ing
All other crude materials.
Crude Foodstuffs—
Cattle, except for breeding
Wheat for milling and export..
Vegetables, fresh and dried. - ccvecmccnna-
Bananas

Cocoa or cacao beans
Coffee.

All other crude £00dstuff8. c v v e ocvmennn =
M anufactured Foodstuffs—

Meat products.ceeucccneccemmenrmeennn-

Cheese.

Fish and shellfish (canned, prepared, &¢.).

Fodders and feeds, except hay

Vegetable oils, edible

Cane sugar—From Philippine Islands.
From foreign countries.....

Whisky and other spirits...

Wines

All other manufactured foodstuf
Semi-Manufactures—

Leather

%‘.prrlesseq olls, inedible.d..cueunnn-.. s

Analysis by Leading Commodities in Each Economic Group
(Value in 1,000 Dollars)

00 i

Rayon filaments, shortu;nd to;

Sawed boards, sidings and lumber (except

wra.uroad tles)
Aouln

6 Mos. End. Dec.
1938 1939

Month of January
1939 1940

Domestic Ezports
aterlals—

109,757 | 174,500

P rock...
All other crude materials.
Crude Foodstuffs—

12,498
10,517

Dalry products, except t;esh milk. ..
d, &o

Wheat flour.. .

Oflcake and oflcake meal

Vegetables, canned and prepared..

Dried and evaporated fruits.....
d fruits.

Semi-Manufactures—
Leather -

Naval mref. gums and resins.a......__.
0 8 1!

Iron and steel scrap.b......
Tinplate and taggers’ tin
Ferro-all "
Aluminum semi-manufactures. .
Copper (ingots, plates, rods).
Ooal-tar products.. .
!‘l_ldustﬂnl chemicals. .

All other semi-manufactures. ..
Finished Manufactures—
l.eag,her manufactures.

Aut s
‘Tobaoco
Cotton i

Cotton cloth, duck and tire fabric...
Rayon m:uumotm

5,086 6,881
12,224 17,382

Diamonds, cut but not set.....
Iron and steel semi- tact

Tin (bars, blocks,

Coal-tar products.d. .

Industrial chemicals.d..

Fertilizer_d.

All other semi- factures. ..
Finished Manufactures—

Leather manufactures

Cotton

Cotton cloth...
Burlaps...
Manutfactures of flax, hemp and ramie.. ..
Wool factures
Silk f
Shingl

ures

Other paper and MANUTACEUres. - . - - o n o mee
Pottery..
Steel-mill fact

Works of art. S
All other finished factures. ..
Non-commercial imports. g. -« -cccccanan-

‘Total imports for 3! 169,353 {234,698 1,007,174

a Includes a small item which is not & semi-manufacture. b Includes tinplate
scrap and waste-waste tin plate. c Includes sisal, manila, kapok, New Zealand
fiber, crin vegetal, &c¢. d Includes a few items which are not semi-manufactures.
e Chiefly unrefined copper for refining and export. f Includes a few items which
are not in the 1939 and 1940 figures. g Chiefly merchandise returned.

—p—e

Bank of America Reports for Western Business Activity
in January Declined from December

Far Western business activity in January, as measured
by the Bank of America index, gained 6.7% over the corre-
sponding month in 1939 but declined 0.5% from December,
according to the bank’s current “Business Review.” The
preliminary index number stood at 80.8% of its computed
normal trend value as compared with 75.7% for January
of last year and 81.2% for December. The bank’s an:
nouncement further said:

All three index factors scored gains over January, 1939. Electric
power production led with an increase of 15.4%, followed by car load-
ings, up 6.4%, and bank debits, up 2.3%. Compared with December,
bank debits and car loadings showed percentage declines of 4.7 and 4.4,
respectively, while electric power production gained 4.6. Each factor is
adjusted for seasonal variation and comparisons are based on daily
average figures.

In the building field January permits in 50 principal Western cities
for all types of construction were valued at $16,493,890, a decrease of

L BT
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9% from January of last year and 229 from December. Despite these
declines permits for new residential construction in the same centers
totaled $10,489,300, or 4.1% over a year ago. Compared with December
this total represents a decrease of 28%. In December, however, several
large low-cost housing projects were initiated by the United States
Housing Authority.

Western trade, as indicated by reports from 8,653 independent retail
stores representing all major fields of retail enterprise, gained 5% in
January of this year over the same period in 1939. Automobile dealers,
lumber and materials dealers, jewelry stores and household appliance stores
led in the advance,

—_——

Bank Debits 289, Higher Than Last Year
Debits to individual acecounts, as reported by banks in
leading cities for the week ended Feb. 21, ggrega.te
$8,310,000,000, or 209 above the total reporte for the
preoedmg week which included onl (f’ five business days in
many of the reporting centers, and 289, above the total
for the corresponding week of last year, which included
X five business days. )
gate debits for the 141 cities for which a separate
total has been mantained since January, 1919, amounted
to $7,607,000,000, compared with $6,317,000 000 the pre-
cedmg week and 35 936,000,000 the ‘week ended Feb. 22
of last year.
These figures are as reported on Feb. 26, 1940, by the
Board of Governors of the Federal Reserve System.
SUMMARY BY FEDERAL RESERVE DISTRICTS

Week Ended
Feb. 14, 1940

$379,313,000
2,855,722,000 | 2,885,338,000
379,071,000 335,449,000
460,155,000 398,539,000
258,150,000 220,432 ,000
244,973,000 193,102,000
1,005,102,000 849,145,000
204,043,000 198,232,000
125,254,000 110,937,000
222,960,000 210,197,000
183,674,000 184,466,000
589,076,000 532,695,000

$6,907,493,000 1$6,472,340,000

Federal Reserve District

Feb. 21, 1940
$442,421,000

Feb. 22, 1939
$353,808,000

P R =20 :171) ¢ D
2—NeW YOrKeuecouaan-
33—

716,450,000
$8,309,516,000
——

Report of Lumber Movement Week Ended Feb. 17, 1940

Lumber production during the week ended Feb. 17, 1940,
was 1% greater than in the previous week; shipments
were 8% less; new business, 0.3% less, according to reports
to the National Lumber Manufacturers Association from
regional associations covering the operations of representa-
tive hardwood and softwood mills. Shipments were 29
above production; new orders, 5% above production.  Com-
pared with the corresponding week of 1939, production
was 169 greater; shipments, 9% greater, and new busi-
ness, 8% greater. The industry stood at 689, of the sea-
sonal weekly average of 1929 production and 67% of aver-
age 1929 shipments. The Association further reported:

’ Year-to-Date Comparisons

Reported production for the seven weeks of 1940 to date was 9% above
corresponding weeks of 1939; shipments were 3% above the shipments,
and new orders were 7% above the orders of the 1939 period. For the
seven weeks of 1940 to date new business was 10% above production,
and shipments were 6% above production.

Supply and Demand Comparisons

The ratio of unfilled orders to gross stocks was 21% on Feb. 17, 1940,
compared with 17% a year ago. Unfilled orders were 19% heavier than
4 year ago; gross stocks were 4% less.

Softwoods and Hardwoods

During the week ended Feb. 17, 1940, 533 mills produced 192,874,000
feet of softwoods and hardwoods combined; shipped 197,252,000 feet;
booked orders of 202,627,000 feet. Revised figures for the preceding
week were: Mills, +537; production, 191,849,000 feet; shipments, 215,-
044,000 feet; orders, 203,296,000 feet.

Lumber orders reported for the week ended Feb. 17, 1940, by 445
softwood mills totaled 191,089,000 feet, or 6% above the production of
the same mills, Shipments as reported for the same week were 185,-
582,000 feet, or 3% above production. Production was 180,331,000 feet.
Reports from 104 hardwood mills give new business as 11,538,000 feet,
or 8% below production. Shipments as reported for the same week were
11,670,000 feet, or 7% below production. Production was 12,543,000 feet,

Identical Mill Comparisons

Production during week ended Feb. 17, 1940, of 412 identical softwood
mills was 177,863,000 feet, and a year ago it was 153,204,000 feet; ship-
ments were, respectively, 183,192,000 feet and 168,375,000 feet, and
orders received, 188,413,000 feet and 175,572,000 feet. In the case of
hardwoods, 88 identical mills reported production this year and a year
ago 10,731,000 feet znd 9,867,000 feet; shipments, 9,917,000 feet and
8,613,000 feet, and orders, 9, 744 000 feet and 7;845,000 fcet

PR <L —

Automobile Output in January

Factory sales of automobiles manufactured in the United
States (including foreign assemblies from parts made in
the United States and reported as complete units or
vehicles) for January, 1940, consisted of 432,101 vehicles,
of which 362,736 were passenger cars and 69,365 were com-
mercial ecars, trucks and road tractors, as compared with
452,142 vehicles in December, 1939; 342,168 vehicles in
January, 1939, and 209,328 vehicles in January, 1938,
These statistics, comprising data for the entire industry,
were released this week by Director William L. Austin,
Bureau of the Census, Department of Commerce.

Statistics for January, 1940, are based on data received
from 72 manufacturers in the United States, 22 making
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passenger cars and 61 making commercial cars, trucks and
road tractors (11 of the 22 passenger car manufacturers
also making commercial cars, trucks and road tractors).
It should be noted that those making both passenger cars
and commercial cars, trucks and road tractors have been
included in the number shown as making passenger cars
and in the number shown as making commercial cars,
trucks and road  tractors, respectively. The figures for
passenger cars include those for taxicabs. The figures
for commercial cars, trucks and road tractors include those
for ambulances, funeral cars, fire apparatus, street sweep-
ers, station wagons, and buses, but the number of such
special purpose vehicles is very small and hence a negligible
factor in any analysis for which the figures may be used.
Canadian production figures are supplied by the Dominion
Bureau of Statistics.

Figures of automobile production in Dedember, 1939,
1938 and 1937 appeared in the Jan. 27, 1940 issue of the
“Chronicle,” page 606.

NUMBER OF VEHICLES (INCLUDING CHASSIS)

United States (Factory Sales) Canada (Production)

Total l

Year and
Month Pas-
senger
Cars

Comm'l
Cars &
Trucks

(Al
Vehicles)

432,101
452,142

Passenger | Trucks,
Cars &e. Total

362,736 69,365| 17,213
16,978
14,794
18,670
17,624
20,6852

12,679
11,491

326,234 244,385 ' 81,849
———e
Canadian Industrial Production Near Record Level,
Says Conference Board—Gain in Export Trade Due

to Heavy Purchases by the United States

Buginess activity in Canada has risen sharply since the
outbreak of war, but the stimulus imparted by a marked
gain in export trade was largely due to increased demand
from the United States, according to a survey prepared by
the Division of Industrial Economics of the Conference
Board. Industrial production at the beginning of 1940,
although slightly below the peak for 1939, was with few
exceptions the highest on record and 219% above last year's
low point. - The Board on Feb. 27 further said:

Most pronounced was the gain in manufacturing, while consumers’
goods showed a somewhat greater increase than producers’ goods. The
general improvement has been reflected in a steady rise in total employ-
ment, which at the beginning of this year nearly equaled the peak for
1929. Workers in industry in many instances further benefited by a
lengthening of the work week and in some instances by increases in
hourly wage rates. “The business: improvement and the increase in
armed forces,” the Conference Board points out, ‘“have not gone far
enough to extinguish the unemployment problem, but it has become less
acute.”

“It is apparent,” continues the survey, “that the risc in earnings of
workers has been more rapid than the increase in the cost of living.
The increase in purchasing power of employed workers has been reflected
in a higher volume of retail trade. Sales have also been stimulated by a
rise in the value of agricultural production in 1939 to the highest level
since 1930.”

The trend of wholesale commodity prices in Canada has differed from

that in the United States. Prices showed an uninterrupted advance in
the last four months of 1939, gaining 13% over the August level. Cost
of living also increased, but by a much smaller amount.
* Although export trade rose substantially in the first four months of
war, the rise chiefly reflected a sharp increase in shipments to the
Tnited States. Exports to the United Kingdom actually declined from
the level earlier in the year. A gimilar picture is presented by import
statistics.

“The present downward trend in production in the United States ”
concludes the Conference Board, “may have some unfavorable repercus-
sions in Canada, but the flow of orders released by the War Supply Board
is increasing. For the war to date, the War Supply Board has placed
orders amounting to about $100,000,000.”

—_——
British Government’s Action in Purchasing Entire
West African Cocoa Crop Explained

The British Government’s action in purchasing the entire
West African cocoa crop of the 1939-40 season was recently
explained to the House of Commons by Malcolm McDonald,
Secretary of State for the Colonies, it is- learned from a
cablegram received by Comtelburo, Ltd., New York, on
Feb. 23, from which we quote, in part, as follows:

Appearmg before the House of Commons the Secretary of State for
the Colonies was asked why in purchasing the entire Gold Coast cocoa
crop of 1939-40 the British Government fixed the price at a figure
equivalent to #£16/16/0 per ton Accra, which is below production cost.
He was also asked, since the price was fixed and agreed upon by the
Gold Coast farmers, why the export duty of cocoa was raised by the
Gold Coast Government by 18-8 to 42/ per ton. The question was also
raised as to what the Government proposes to do so that these measures
will not inflict serious loss on Gold Coast farmers and tend to impoverish
the Gold Coast Colony.

Replying to this question, Malcolm McDonald stated that he would
answer the last part of the question first. The purpose of the arrange-
ments made at the beginning of the war to purchase the entire West
African cocoa crop of the 1939-40 season was precisely to ensure that
serious loss would not be inflicted upon the cocoa farmers with conse-
quent impoverishment on the Gold Coast and to a lesser degree on Nigeria,
Mr. McDonald continued that before the war Germany represented an
important market for cocoa,. her annual consumption representing about
15% of the world’s total production. "The effect of the loss of the Ger-
man market and the dislocation of' other markets in Central Europe,
together with difficulties in finding shipping space during war-time for a
relatively unessential commodity like cocoa, would beyond doubt have
driven the price of cocoa in West Africa down to a very low level, while a
very considerable proportion of the erop would have been left unbought
in the hands of growers.
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In the war of 1914-18 the price of cocoa in West Africa fell as low
as £4 per ton, By guaranteeing the purchase of the whole crop at port
price fixed in advance for the season the Government not.only had to
take into account probable subsequent rises in freight rates and other
carrying costs, but also had to envisage the possibility of being compelled
to hold considerable quantity of the unsold surplus beyond the end of the
present crop year, . . .

In addition to this undertaking, in the unlikely event of a net profit
being made in disposing of the crop, the Government would share this
profit with the West African Governments concerned. Mr. McDonald
stated that in view of the peculiar conditions in West Africa, to deter-
mine, as was suggested in the first part of the question, the even approxi-
mate cost of the production of cocoa was an impossibility, but it was
generally accepted that the price of £16/16/0 per ton at the Gold Coast
ports was a very -fair price for growers, particularly when this ptrice
was guaranteed for the whole main crop season. ¢ @

Governors of West Africa assured Mr. McDonald that these arrangementse
were appreciated, and no reports of any general dissatisfaction about the
price at which cocoa was bought are known.

Replying to the second part of the question, Mr. MeDonald said that
the Governor of the Gold Coast explained in a statement made in December
of the cocoa purchase scheme, that in view of the reasons considered, it
was necessary to impose, as a ‘war measure, a surcharge of £18/8 per
ton upon the cocoa export duty.

—_——

Mid-winter Business Rise in Canada Reported by Bank
of Montreal

Canadian business during the midwinter period has
been characterized by a distinct movement toward higher
levels, due in part to the marked enlargement of rural
purchasing power as compared with the similar period of
last year and in part to the industrial activity generated
by war contracts, according to the current “Business Sum-
1r:nau'y" of the Bank of Montreal. The review goes on
0 say:

Coincident with the influence on general business of stronger rural
purchasing . power has been the steadily increasing distribution of war
contracts throughout the country. Not only has the Canadian War Supply
Board been placing a fresh batch every week, but the British Government
has recently concluded a contract for about $25,000,000 worth of new
aircraft with a group of Canadian aircraft companies. Many of these
contracts, apart from providing work for the companies producing the
finished article, create a demand for a variety of raw materials like
steel, lumber and aluminum, and also for machinery and tools  of
different kinds. Accordingly, numerous subsidiary industrics derive bene-
fit. The resulting augmentation of payrolls means more buying power
for the workers, and cvidence of its existence is found in the fact that in
January the sales of department stores were up by 14%, as compared
with January, 1939. Manufacturing activity is substantially. in advance
of the comparable season in 1939. The textile mills have on hand a sub-
stantial volume of orders for military supplies and most of them are
working a nearly full capacity. The heavy iron and steel industries
continue very busy.

il
Petroleum and Its Products—Texas’ March Allowable

Higher—Commission Ignores Bureau’s Recom-
mendations—Record Illinois Output Lifts Crude
Production—Wesley E. Disney Hits OQil Control
Bill—President Cardenas Asks Oil Reorganization

A substantial increase in the March allowable orders of
the Texas Railroad Commission came as a surprise to the oil
industry, particularly so since for the first time in. history
the Commission ignored the recommendations of the U. S.
Bureau of Mines in setting its crude oil allowable totals.

In striking contrast to the Bureau of Mines’ March
estimate of daily market demand. for Texas erude oil which
was off some 40,000 barrels {rom the previous month’s
estimate, the Commission set the March daily allowable at
1,479,521 barrels or 89,370 barrels above the Feb. 1 quota.

There was no alteration made in the proration program for
the East Texss field, where the basic allowable was fixed at
690,000 barrels daily with shutdowns each Saturday, Sund-
day and Wednesday except March 2. Under the March
setup, the East Texas field’s actual allowable is 400,645
barrels daily.

The 40,000-barrel cut in the Texas share of the national
market for erude oil recommended by the Bureau of Mines
failed to reflect the true market demand situation because
of its “lag.” E. O. Thompson, of the Railroad Commission,
commented Monday. He pointed out that demand for
Texas oil was such that 900,000 barrels were withdrawn
fr(ém stroage in the week preceding the March proration
order.

Illinois, which this month was within striking distance of
becoming the third largest oil producing State in the country,
replacing Oklahoma, has no State control and therefore
does not follow the Federal recommendations. However,
the industry felt that Oklahoma, Kansas and Michigan
might follow the lead of Texas, as did Louisiana, in ignoring
the Bureau’s recommendations in setting their Mazch
allowables. The March allowable for Louisiana was lifted
4,159 barrels to a daily average of 277,412 barrels, which is
nearly 25,000 barrels above the Bureau’s suggested figure.

Record Illinois output played animportant part in lifting
daily average production of crude oil in the United States
during the week ended Feb. 24 to 3,732,100 barrels, an in-
crease of 14,150 barrels over the previous week, according
to the American Petroleum Institute. This figure was more
than 203,000 barrels above the February figure of 3,529,000
barrels recommended by the Bureau of Mines.

Sharpest expansion in daily average crude output was
shown in Texas where the total elimbed 34,850 barrels to
1,396,050 barrels. Illinois, which came within 7,300 barrels
of displacing Oklahoma as third-largest oil producing State,
was up 5,900 barrels to a record total of 414,200 barrels daily.
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Louisiana showed a nominal increase, daily average output
there rising 250 barrels to 278,450 barrels. .

A decline of 18,500 barrels in daily average production of
crude oil in California carried the total there off to 604,300
barrels. Oklahoma was off 5,700 barrels to a daily average of
421,400 barrels while a loss of 3,500 barrels pared the Kansas
daily output to 173,200 barrels. Mississippi produetion dur-
ing the Feb. 24 week had risen to 7,300 barrels daily, against
estimated market requirements of only 1,300 barrels.

A decline of 582,000 barrels in stocks of domestic and
foreign petroleum held in the United States during the week
ended Feb. 17 pared the total to 238,928,000 barrels, accord-
ing to the United States Bureau of Mines. Stocks of do-
mestic crude were off 307,000 barrels, while holdings of
foreign crude oil dipped 275,000 barrels. Heavy crude oil
stocks in California, not included in the ‘refinable” crude
stocks, were up 175,000 barrels to 13,425,000 barrels.

A sharp attack upon the Cole Bill, which would place the
%eetroleum industry under Federal regulation, was made by

presentative Wesley E. Disney, of Oklahoma, at the
final hearing conducted by a special House Interstate and
Foreign Commerce subcommittee in Washington. Mr.
Disney will be remembered as the co-author of the Thomas-
Disney Bill, introduced in 1934. In commenting upon this,
Mr. Disney said that he is now much “wiser.” .

“If the proof shows that there is a clear, positive, unim-
peachable, overwhelming need for this legislation, based
ugon our actual, immediate, possibly national peril, it would
still be unwise to eonsider this bill favorably except as a last

ossible necessity,” he declared. ‘It plays right into the
Eands of those who believe that the States are and ought to
be obsolescent.”

Paul E. Hadlick, Secretary and Counsel of the National
Oil Marketers Association, tod the sub-committee that
the opposition of petroleum marketers is due to their belief
that with the exception of State laws designed to prevent
actual physical waste, there should be regulation of produc-
tion of erude oil by either the States or the Federal Gov-
ernment. '

“Qur petition to this committee is that you repeal the
legislation that has already been proven to aid the oil mo-
nopoly,” Mr. Hadlick declared. ‘“We ask you not to carry
that control further as proposed in H.R. 7372. ' The one
thing that has prevented complete control over production
of oil is the ecompetition that has come from new fields that
are not approved. This legislation is undoubtedly aimed at
closing that gap.”

The Cole bill would “provide brakes on the industry’s
forward movement, but offer no motive power,” Frank
Buttram, President of the Independent Petroleum Associa-
tion, told the members of the sub-committee. He pointed
out that the proposed legislation made no provision for the
promotion of the discovery and development of oil lands.

“Good government and conscience suggest that we should
first exhaust the powers lodged in the respective States in
our efforts to find a solution to our problems,’”’ he cautioned
the sub-committee. ‘‘Every opportunity should be given
State authorities to effectively meet their oil problems.
The industry has developed those waste prevention methods
which we know and may be expected to develop better ones.

“The evidence shows conclusively that at this time our
petroleum resources are not being exhausted by reckless
methods,”” he continued. ‘“Improved production methods,
larger recovery and greater utilization, rather than waste
have marked its history. We should explore more fully
this power of cooperative influence by the Federal Govern-
ment before we seriously consider invoking the power of
force by that Government.”

“President Lazaro Cardenas appealed today (Feb. 28)
to petroleum workers to sacrifice their personal interests
in order to aid development of the industry as well as to
provide funds for the indemnification of the companies whose
properties were expropriated,”” a United Press dispateh from
Mexico City reported. ‘‘Cardenas declared the industry had
progressed despite pessimistic predictions that it would
break down under Federal control, but admitted that many
obstacles had been encountered and many mistakes made.”

There were no crude oil price changes:

Prices of Typical Crude per Barrel at Wells
(All gravities wjere A. P. 1. degrees are not shown)

Eldoraro, Ark., 40
2 | Rusk, Texas, 40 and over.

Bradford, Pa_

Western Kentucky.....vveeceenua .90
Mid-Cont't, Okla., 40 and above.. 1.

Rodessa, Ark., 40 and aboye...... 1.25
Smackover, Ark., 24 and over.___. 73

REFINED PRODUCTS—MOTOR FUEL STOCKS SPURT—HOLD-
INGS LARGEST IN HISTORY'S RECORDS—PRICE WEAKNESS
FEARED IN MAIN MARKETS—REFINERY OPERATIONS
EASE '

The unprecedented stocks of finished and unfinished
gasoline held in the United States at the end of February
overshadowed all other developments in the 1efined petroleum
products field. .

Inventories of finished and unfinished motor fuel rose
2,734,000 barrels during the Feb. 24 week to a record total
of 96,719,000 barrels, and were within striking distance of the
100,000,000-barrel mark figure which now seems certain to
be passed before March 31 brings the normal seasonai rise in
demand. . :

With stoeks of gasoline at their current towering levels, and
further sharp increase feared during the eoming month, oil
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men felt that the pressure upon the price structure in the
Nation’s main motor fuel markets would inevitably be
reflected by weakness at the outset of the Spring consump-
tion season.

With the exception of the Mid-continent area where bulk
prices s gged over the year-end, the major motor fuel
markets -have not yet given full effect to the weakened
statistical position of gasoline. The high refinery operations
necessary to bolster precariously low holdings of fuel oil this
winter played an important part in the record holdings of
gasoline. ‘.

Refinery operations were off 2.1 points to 81.5% of
capacity, the American Petroleum Institute report disclosed.
Daily average runs of crude oil to stills were down 80,000
barrels to 3,490,000 barrels. This total, however, was about
200,000 barrels above the normal figure for this time of the
year in the opinion of the industry’s economists.

U. S. Gasoline (Above 65 Octane), Tank Car Lots, F.0.B. Refinery

New York— New York Other Citles—
Std.Oll N.J.$.06%4-.07 Texas. ... $.07%-.08 |[Chicago-....$.05 ~-.05%
Socony-Vac. .0614-.07 Gulf._____. .0814-.08% | New Orleans. .06%4-.07
T. Wat. Ol .08%4-.08% | sShell East'n .07%-.08 [Gulf ports... 0544
RichOll(Cal) .08%-.0834 TulB8 e cmene 047%-.05%

‘Warner-Qu. .074-.08
Kerosene, 41-43 Water White, Tank Car, F.0.B. Refinery

New York North Texas.......$.04 . |New Orleans.$.05%-.0534
(Bayonne).m...... $ .06|Los Angeles.. .03%4-.05 |Tulsd.ooun-. . 04 -.04Y
Fuel Oil, F.0.B. Refinery or Terminal
N. Y. (Harbor)— California, 24 plus D New Orleans C-.... $1.00
Bunkder C....... L $1.00-1.25| Phila., Bunker C.... 1.50
Diesel .. ..... 2.10-2.20
2 Gas Oil, F.0.B. Refinery or Terminal
N. Y. (Bayonne)— lChlcago— TUlS8 e e $.027%4-.03
27 plus. e e $.04 28-30 Docccinaa $.053 I
Gasoline, Service Station, Tax Included
z New York.o..... $.17 |Newark.._._....... $.166 ! Buffalo - e $.17
z Brooklyn. ... ... .17 |Boston....... .1851Chi e 174

z Not including 29 city sales tax.

Daily Average Crude Oil Production for Week Ended
Feb. 24, 1940, Up 14,150 Barrels

The American Petroleum Institute estimates that the
daily average gross crude production for the week ended
Feb. 24, 1940, was 3,732,100 barrels. This was a rise of
14,150 barrels from the output of the previous week, and
the current week’s figures were above the 3,529,000 barrels
calculated by the United States Department of the Interior
to be the total of the restrictions imposed by the various
oil-producing States during February. Daily average pro-
duction for the four weeks ended Feb. 24, 1940, is estimated
at 3,659,250 barrels. The daily average output for the week
ended Feb. 25, 1939, totaled 3,328,850 barrels. - Further de-
tails, as reported by the Institute, follow:

Imports of petroleum for domestic use and receipts in bond at principal
United States ports for the week ended Feb. 24 totaled 1,465,000 garrels,
a daily average of 209,286 barrels, compared with a daily average of
256,000 barrels for the week ended Feb. 17, and 204,143 barrels daily
for the four weecks ended Feb. 24. These figures include all oil imported,
whether bonded or for domestic use, but it is impossible to make the
separation in weekly statistics.

Receipts of California oil at Atlantic and Gulf Coast ports for the
week ended Feb. 24 totaled 72,000 barrels, a daily average of 10,286
barrels, which was fuel oil received at New York.

Reports received from refining companies owning 86.4% of the
4,441,000-barrel estimated daily potential refining capacity of the United
States indicate that the industry as a whole ran to stills, on a Bureau
of Mines basis, 3,490,000 barrels of crude oil daily during the week, and
that all companies had in storage at refineries, bulk terminals, in transit
and ‘in pipe lines as of the end of the week 96,719,000 barrels of finished
and unfinished gasoline, The total amount of gasoline produced by all
companies is estimated to have been 11 523,000 barrels during the week,

DAILY AVERAGE CRUDE OIL PRODUCTION

(Figures in Barrels)
¥
a
B.ofM. Four
Calcu~ Week Change Weeks Week
lated State Ended from Ended Ended
Require- | Allow- | Feb. 24, | Previous | Feb. 24, | Feb. 25,
ments ables 1940 Week 1940 1939
(Feb.)
OKklahom8. . cweeeenn 429,000] 429,000| b421,400| —5,700| 419,450/ 449,800
155,500 165,000 b17(:’,200 —3, 176,550, 150,700
77,100{ 6,300 74,200 64,250
102,900 +-2,900 95,950, 79,700
West Central Texas. . 32,400 -+ 100 33,250( 30,550
West Texas . cocmeee- 247,650 +22,350| 221,800( 207,750
East Central Texas.. 9,600( 41,500 75,850 94,
East Texas_ oo oooo- 397,350 ~ 450 397,300| 372,550
Southwest Texas. 224,400 4600 214,300/ 247,600
Coastal Texas. ...... 234,750, 1,050 226,350 215,300
Total Texas. - ...- 1,371,400|c1390 151{1,396,050| --34,850|1,339,000(1,311,700
North Loulsiana. ... 67,850] —800| 68,450 71,050
- Coastal Louisiana. .. 210,600 1,050 208,450 195,850
Total Louisiana...| 252,800 273,253| 278,450 +250 276,900, 266,900
Arkansas. 60,000 70,000 69,250 4950 69,350
700 b7,250 -+ 500 5,950 ...
325,500 414,200 5,900 395,000| 153,000
, b6,500; —1750 6,500
: 96,100
103,700 97,650 +950| 97,000
64,500 64,700 —200 64,450" 54,850
55,200 rf -+450 66,000 50,200
15,200 17,250 -+ 200 17,050 14,100
4,100 . 3,850 —1,200 4,700 3,850
100,300 113,000f 111,150 —50| 109,150| 101,950
Total east of Calif.|2,943,100 3,127,800| -+ 32,650|3,047,050/2,706,550
Californi_ . e ceeeaoo 585,900| 594,000, 604,300/ —18,500] 612,200, 622,300
‘Total United States|3,529,000 3,732,100! +14,150!3,659,250!3,328,850
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duction, contemplated withdrawals from crude oil inventories must be deducted
from the Bureau's estimated requirements to determine the amount of new crude
to be produced. "

B b Okl;h‘?n;si, Kansas, Nebraska, Mississippi, Indiana, figures are for week ended

a.m. Feb. 21. )

c This 18 the original net basis allowable for the month and is presumed to have
taken into consideration allowances for new wells completed but to exclude any
provislon for requested increases. It includes a net figure of 404,480 barrels for
East Texas after deductions for 12 sh n days, namely, all Saturdays, Sundays
and Wednesdays of the month. For all other areas shutdowns have been dis~
continued and net allowables set which represent actual permitted production.
D D b to i of the order, however, indicate that in-
creases have been granted and modifications made. Further adjustments along
these lines, as in the past, are likely with the original order being retained.

dR datlon of Central C ittee of California Oil Producers. .

Note—The figures indicated above do not include any estimate of any oil which
might have been surreptitiously produced. ¢
CRUDE RUNS TO STILLS AND PRODUCTION OF GASOLINE, WEEK

s ENDED FEB. 24, 1940

(Figures in Thousands of Barrels of 42 Gallons Each)

i

Daily Refining Crude Runs Gasoline

Capacity to Stills Production

District at Refinertes

Potential | Percent Datly Percent |Inc. Naturat
Rate Reporting| Average | Operated | Blended

East Coast.. 615 100.0 551 89.6 1,350 »
Appalachian. ¥ 166 87.3 128 88.3 464
Indiana, Iliinois, Kentucky - 645 90.7 555 94.9 2,156
Oklahoma, Kansas, Missouri 419 81.6 252 73.7 2892
Inland Texas 316 50.3 119 74.8 487
Texas Gulf... 1,055 90.0 825 86.8 2,493
Louisiana Gulf 179 97.8 134 76.6 288
North Louisiana & Arkansas 100 55.0 51 92.7 161
Rocky Mountain. .eveeanne 118 54.2 41 64.1 198
California. .o oo 828 90.0 470 63.1 1,478
Reported...cmceueeoananan 86.4 3,126 81.5 9,967
Estimated unreported...... 364 1,556

* Estimated total U. S.:

4,441 3,490 11,523
4,441 3,570 11,508
*U.8.B. of M.Feb. 24, 1940! x3,027 ¥10,312

* Estimated Bureau of Mines’ basis. x February, 1939 dally average. y This is

a week’s production based on the U. 8. Bureau of Mines, February, 1939, dally
average. 'z 129 reporting capacity did not report gasoline production.
STOCKS OF FINISHED AND UNFINISHED GASOLINE AND GAS AND
FUEL OIL, WEEK ENDED FEB. 24, 1940
(Figures in Thousands of Barrels of 42 Gallons Each)

Stocks of Finished &| Stocks of Gas Ol Stocks of Restdual
Unfinished Gasoline and Distillates Fuel 01
District
. Total At Terms. At Terms
Total Finished At in Transit At in Transit
Finished and Refinertes| and in | Refineries| and in
Unfin'd PipeLines Pipe Lines
18,489 19,378 2,464 4,333 3,614 3,978
5 3,924 230 170 628 S
15,426 16,025 2,437 311 2,674
8,156 8,736 1,077 22 1,946 dawie
1,770 2,052 280 PR, 1,487 i
Texas Gulf_______._ 14,584 16,298 2,781 522 5,622 234
Loulsiana Gulf.._._ 2,678 3,223 671 17 948 242
No. La. & Arkansas 578 726 210 19 460 PR
Rocky Mountain. . 1,580 1,661 159 P 490 ks
Callfornia. .o oveun- 16,668 17,966 7,237 1,765 | 56,302 | 22,866
Reported. ... ... 83,425 89,989 17,546 7,169 74,071 27,328
Estd. unreported. . 6,630 6,730 685 I 2,020 AR
* Estd. total U.8.:
Feb. 24, 1940...| 90,055 96,719 18,241 7,159 76,091 27,328
Feb. 17, 1940...| 87,395 | 93,985 | 18,195 7,681 | 75,792 | 27,632
U. 8. B. of Mines
*Feb. 24, 1939._1 78,683 84,452 20,440 8,903 82,011 31,224

* Estimated Bureau of Mines’ basis.

Weekly Coal Production Statistics

The current weekly coal report of the Bituminous Coal
Division of the U. 8. Department of the Interior reported
that production of bituminous coal declined sharply in the
week ended Feb. 17. The total output is estimated at 9,-
100,000 net tons, a decrease of 750,000 toms, or 7.69%,.
Produetion in the corresponding week of 1939 amounted to
8,583,000 tons. .

The U. S. Bureau of Mines reported that J)roduction of
Pennsylvania anthracite for the week ended Feb. 17 is
estimated at 809,000 tons, a gain of 173,000 tons (27%)
from output in the week of Feb. 10. In comparison with
the corresponding wee - of 1939 (Feb. 18) however, there
was - reduetion of 45,000 tons.

ESTIMATED UNITED STATES PRODUCTION OF SOFT COAL
(In Thousands of Net Tons)

Week Ended Coal Year to Date b

Feb. 17, Feb. IO,IFeb. 18,

1940 | 1940 | 1939 |1939-40|1938-39|1929-30

Bituminous Coal a—
Total, including mine fuel ... 9,100/ 9,850/ 8,583|351,897|316,550(467,701
Daily AVerage. ... co-cceucu- 1,617' 1,642 1,431 1,303{ 1,1721 1,729

a Includes for purposes of historical comparison and statistical convenience the
production of lignite. b Sum of 46 full weeks ended Feb. 17, 1940, and correspond-
ing periods in other coal years,

ESTIMATED PRODUCTION OF PENNSYLVANIA ANTHRACITE AND
BEEHIVE COKE
(In Net Tons)

Week Ended

Feb.17,|Feb. 10,|Feb. 18,
1940 | 1940 | 1939 1940 ‘ 1939¢ ' 1929¢

Calendar Year to Date

Penna. Anthracite—
‘Total, including colliery

FUTS I T, §09,000/636,000/854,000( 7,490,000\ 7,658,000(11,241,000
Dally average....... 134,800{106,000|142,300| 182,700 186,800 274,200
Commercial produc'n b.|769,000/604,000/811,000| 7,116,000| 7,275,000{10,432,000

Beehive Coke—
United States total ... 36,600{ 40,200( 17,700| 338,500 125,100 799,200
Daily average....... 6,083 6,700 2,950 8,060 2,979 19,029

a These are Bureau of Mines’ calculations of the requirements of domestic crude
oil based upon certain pr tlined in 1 d forecast for the month of
February. -As requirements may be supplied either from stocks, or from new pro-
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a Includes washery and dredge coal, and coal shipped by truck from authorlzedk
operations. b Excludes colliery fuel. ¢ Adjusted to make comparable the number
of working days in the three years. i
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ESTIMATED WEEKLY PRODUCTION OF COAL, BY STATES
(In Thousands of Net Tons)

(The current weekly estimates are based on rallroad carloadings and river ship-
ments and are subject to revision on receipt of monthly tonnage reports from district
and Btate sources or of final annual returns from the operators.)

Week Ended—
State Feb.
Feb. 10, Feb. 3, Feb.11, Feb.12, Feb. 9, | Avge.
1940 | 1940 | 1939 | 1938 | 1929 | 1923e

Tbe‘Commercial & Financial Chronicle

March 2, 1940

International Tin Committee Cuts Export Quota for
Second Quarter to 809, from 120%

The International Tin Committee meeting in London on

Feb. 26, fixed the export quota for the second quarter of

1940 at 80 % inst 120 9%, for the first quarter. Ina sgecm.l’
cablegram t?)at'ithew Yogk “Times” from London, Feb. 26,
this action was explained as follows:

The existing quota had been set to meet the demand of the United Btates

o e (T - Y f65| Yoo and to lower the price, which stood at more than £300 a ton in New York.
‘Arkaneas and Oklahoma........| 107| 130 69 166 87 The new level, it is estimated, will produce abont 180,000 tons a year,
Colwmoudo. nd North Caroling.. ... 18(1’ 20{ 18; 282 ‘%l approximately the present rate of world consumption. The size of the cut,
i a0 North cff?l.l?f::: 1,265/ 1,386| 1,199 1f755 1'903  however, in view of shipping difficulties and wartime necessity to hold large
Indiana .- 2220000 454) 481 308 T9s| 1’813  stocks, took dealers in London by surprise and in unofficial dealings the
Iowa.. 86| 96 86 120| 136  price was bid up to £254 a ton, a jump of £7 10s. official closing price set

196 174

2

244

119

865

329

75

Kansas and Missour]..... 140
537 556
269 302 215 131 410 226

: 29

15

59

27|

325

1,487

17

71

249

XKentucky—Eastern..

60
163 137

before the new quota was announced

British Empire delegates to the international committee were influenced,
it is held, by the importance of increasing the Empire’s exchange resources
through higher prices. The quota of 80%, while tending to increase the
price, should not, it is suggested, prevent the United States from getting
all the tin required.

Ohlo..... 480 426 434 694 —_———

Pennsyivania bItuminous........... 2.098 2,?2% 1,%5“1) 3.(1)% 3,(;3;

TOXB e o oommoemm oo sues 18 18 15, 25 23 Steel Buying Improves Slightly, But Production De-
Utah. 59| 78| 104 147 96 clines Further

p s T L A o] 322 337 263 276| 212 . .
Washington.. - ... 3 35 77~ The Feb. 29 issue of the “Iron Age” stated that a notice-

5 7 40 31 71
1,912 1,920 1,612f 1,453 2,149| 1,127
664 58 38 720 673

able change for the better in the volume of new steel orders

Northern.baeeeeemeaen 6+ 688 8 3
Wyom 122|136 125/ 85| 16l 188  hag oeeurred within the last few days. While the improve-
Other Western States_c..... 1 2| * 1 15 7 ; A y8.
Fobep B N e e e e ment is neither broad enough nor large enough to be con-
‘otal bituminous coal........ s h ) ,866 f B 1 1
Pohorlvania anthracite doo----| 636 1048| '106| '867| 1.763| 1.902 clusive evidence of a general reversal of the downward trend

Total, all coal...............| 10,486] 11,238 9,796] 7,733| 14,054l 12,858

a Includes operations on the N. & W., C. & 0., Virginian, K. & M., B. C. & G.,
and on the B. & O. In Kanawha, Mason, and Clay counties. b Rest of State,
including the Panhandle District and Grant, Mineral, and Tucker counties. c In-
cludes Arizona, California, Idaho, Nevada, and Oregon. d Data for Pennsylvania
anthracite from published records of the Bureau of Mines. e Average weekly rate
for entire month, f Alaska, Georgia, North Carolina, and South Dakota included
with “other Western States,”” * Less than 1,000 tons.

i ;
Production and Shipments of Portland Cement
During January, 1940

The Portland cement industry in January, 1940, produced
6,205,000 barrels, shipped 3,889,000 barrels from the mills,
and had in stock at the end of the month 25,765,000 barrels,
according to the Bureau of Mines. The production of Port-
land cement in January, 1940, showed an increase of 17.1%
and shipments a decrease of 31.09%, as compared with
January, 1939. Portland cement stocks at mills were 9.1%
higher than a year ago. The factory value of the ship-
ments from the mills in 1939—122,295,000 barrels—is esti-
mated as $180,922,000, representing an average value of
$1.48 per barrel. According to the reports of producers
the shipments totals for 1939 include approximately
3,781,000 barrels of high-early-strength Portland cement
with an estimated mill value of $6,888,000.

The statistics given below are compiled from reports for
January, received by the Bureau of Mines, from all manu-
facturing plants.

In the following statement of relation of production to
capacity the total output of finished cement is compared
with the estimated capacity of 161 plants at the close of
January, 1939, and 159 plants at the close of January, 1940:

RATIO OF PRODUCTION TO CAPACITY

¥
Jan., 1939|Jun..' 1040|Dec., 1939|Noo., 1080] 0ct., 1930

The month. eueeuea.. .| 24.2% 28.5% 43.4 52.2%, 57.3
The 12 onded...| 41.3% | 4787 | 4738 | 4697 46.4'7.,

PRODUCTION, SHIPMENTS AND STOCKS OF FINISHED PORTLAND
CEMENT BY DISTRICTS, IN JANUARY, 1939 AND 1940
(In Thousands of Barrels)

PR.OD'U(L’I‘ION.c gHIPMENTB AND STOCKS OF FINISHED PORTLAND

of the past 2 or 3 months, it is, at any rate, the first sign
that the decline in new buying and in produetion may have
been halted. The “‘Iron Age” further reported

Taken in conjunction with other factors, such as the upward trend in
automobile manufacturing, an increasingly good export trade, the approach
of spring, the stability of the steel price structure, and the fact that the
“Iron Age" steel scrap composite Price is unchanged for the first time since
mid-January, the betterment in order volume, slight though it is, may be
of more significance than can at present be established.

Inquiries for steel from domestic consumers have also appeared in larger
numbers, indicating, perhaps, the working down of inventories, though
some buyers are suspected of ‘feeling out’ the market to determine the
strength of prices. Reports of price concessions on sheets, when run down,
have come about, it appears, from the $2 a ton concessions quite generally
offered by hand mills on hot rolled pickled sheets in 19 to 22 gages, which
have not affected the general price structure. !

Current export sales and prospects for further expansion are attracting
more attention within the industry than the domestic situation. With some
companies February export totals will exceed those of any month since
September, when the outbreak of war caused a rush of foreign buyers to this
market. Notwithstanding the difficulty of doing business with some
countries owing to exchange restrictions and other artificial barriers, the
total volume from all world sources is encouraging. The growing volume
of war orders being placed in Canada, together with normal non-war re-
quirements, has filled up Dominion mills for some months, causing a larger
overflow of steel orders into the United States. Orders for shell rounds
have come to some mills on this side of the border.

Among important steel-using industries, the automobile industry is out-,
standingly the most active. The jump in assemblies to more than 100,000’
a week is well above the production attained in corresponding weeks of
1938 and 1939. Current high output and healthy sales volume presage
large production in March.

Railroad equipment demand, more or less dormant since the heavy
buying of last fall, has sprung to life in a moderate way. The Western
Association of Railway Executives has received bids on a large number of
freight cars of standard design, to be purchased in 500-car lots. At least
8 roads are interested in this pool purchase plan. The New York Central
is taking bids on 1,000 freight cars for the Pittsburgh & Lake Erie and 25
heavy freight locomotives and probably will build 500 cement cars at its
Rochester, N. Y., shops.

Tin plate production, down to 55% this week, does not yet reflect the
increased can manufacturing activity usually started at about this time of
year, but improvement in mill schedules is expected within a short period.

After a fairly good showing a week ago, building construction, as rep-
resented by fabricated structural steel and reinforcing bar orders and

District Py , Stocks at End inquiries, is in a slump this week. Despite the small amount of such
. = n of Month business placed in January and February, the American Institute of Steel
1939 | 1940 | 1939 | 1940 | 1939 | 1940 (:‘onsn;uc;iat;n predicts that the total volume in 1940 will not be less than
that of 1 A
e P N and M| 670 1078 956|821 4207 4047 The Navy Department is taking bids until March 12 on 11,415 tons of,
| Ohlo, western Pa. and W. Va.. 853| 309 210| 3.032| 3337 DPlates, shapes, bars, sheets and strip for 9 yards.
Michigan - 387| 2771 = 161] 2,166 2,186 The rate of steel ingot production this week is estimated at 65%, down

2 points from last week. Whether new business will increase in sufficient
volume to forestall a further decline remains to be seen, but in any event
steel companies believe there is a sufficient potential volume of requirements

Mg ?gi 4?2 %ﬁg 0 to sustain production at 60% or better at least through March.
2 - "
870| 809 684| 1,423 1,349 THE “IRON AGE" COMPOSITE PRICES
174 104 131 913 Finished Steel
34| .- i I 1 Feb. 27, 1940, 2.261¢. a Lb. Based on steel bars, beams, tank plates,
One Week 880.cecemacemeenamans. 2.261¢.{ wire, rails, black pipe, sheets, and hot
6,205 5,640 3,880l 23,611 25,765 One month 8g0-- - _2.261e.| rolled strips. These products represent
One Year 880 -ccvcecmmnncnanans 2.286¢.| 85% of the United States output.

MENT, BY MONTHS, IN 1939 AND 1940 High Low
2.286c. Jan. 3 2.2360. May 16
(In Thousands of Barrels) 2.512¢. May 17 2.211¢. Oct. 8
Stocks at End 340, Deo. 28 2olee, Mar 16
.249¢. Deeo. .016¢c. ar,
Month Production Shipments of Month 2.0620. Oct. 2} 2'325.:' Jan. g
..... 2.118¢c. Apr. o . Jan.
1939 1940 1939 1940 1939 1940 19530, Oet. 3 1.792¢. May 12
915c. : 1.3870c. Mar.
5301 | 6,205| 5640 | 3,889 | 23,611 | 25765 R SRR it
B, kos —me | 5044 se-= | 24,002 Pig Iron -
P— 8,467 g 23,786 - L .27, 1940, $22.61 a Gross Ton Based on average for basie iron at Valley
9674 | 7| oese| D27 o3ssr| oIl 0353,2,17.{,0____'_ _____________ $22.61] furnace and foundry iron at Chicago,
11,188 oo | 12748 oo | 22251 - 22 Philadelphia, Buffalo, Valley, and
11,953 12,715 O 5w 230 One yearago...... T 20.61| Southern iron at Cincinnati.
12,644 ; - | 22:361 o High Low
12,369 13,401 ---- | a21,326 1939 $22.61 Sept.19 . $20.61 Sept.12
11,937 13,104 1938° 23.25 June 21 19.61 July 6
,639 12,829 1937 23.25 Mar. 9 2025 Feb. 16
11,053 10,147 1036 3 19.73 Nov.24 18.73 Aug. 11
9,488 26,791 1935 %g% ﬁ:v. ? 17.90 }b.y%«;
c K y A an.
121,819 - | 122,205 s e Swas }gg;, 6.90 Dec. 5 13.66 Jan. 3
1932 o" 1481 Jan. 5 13.66 Dec. §
Dpoitized for FRASER
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Steel Scrap
Feb. 27, 1940, $16.71 a Gross Ton  (Based on No. 1 heavy melting steel
One week ---5$16.71{ quotations at Pittsburgh, Philadelphia,
- 17.33| and Chicago.

Feb. 20

The American Iron and Steel Institute on Feb. 26 an-
nounced that telegraphie reports which it had received indi-
cated that operating rate of steel companies having 97%
of the steel capacity of the industry will be 65.9%, of capacity
for the week beginning Feb. 26, compared with 65.99, one
week ago, 77.3% one month ago, and 55.8%, one year ago.
This represents a decrease of 1.2 points, or 1.89, from the
estimate for the week ended Feb. 19, 1940. Weekly in-
dicated rates of steel operations since Feh. 6, 1939, follow:

60.1%, ZZes.

62.1% Feb. 19..--267.1%,

) Feb. 26..-.265.9%

*“Steel”” of Cleveland, in its summary of the iron and steel
markets, on Feb. 26, stated:

8igns are appearing of a check to the recent sharp recession in steel market
activity. Ingot production has declined further and no general upturn has
appeared in buying, but demand is steadier and prospects for a leveling off
in steelmaking during March are brighter.

The national ingot rate slipped 2 points to 67% last week. This com-
pares with 556% a year ago and is the lowest since just prior to the start of
last September's abrupt rise in operations.

Consumers still are ordering conservatively, in the absence of most of the
incentives which prompted heavy forward buying last fall. Inventories
are ample, deliveries are satisfactory and prices show no upward tendency.
Possibility that quotations might weaken as a result of quieter demand has
not been realized, and although price steadiness gives buyers little stimulus
to cover beyond early needs, the occasion to withhold purchases for lower
levels has been alleviated in some instances. *

Inventories of steel users are moderating, but it is thought unlikely stocks
permitted to decline to the level prevailing the middle of 1939. This means
that replacement buying on the part of some consumers is not far off. The
weather has had more than its usual adverse effect on business so far this
year, with compensating betterment expected in demand for certain products
with the approach of spring.

The relatively high rate of automobile production has yet to be reflected
in steel purchases by that industry. Most buying lately has been of a
fillin nature, but larger tonnages still are in prospect. Assemblies last
week increased 7,520 units to 102,570, a trend contrary to the usual gne for
this period. Output a year ago was 75,660. General Motors, with an
increase of 6,500 units, accounted for most of the gain. Chrysler and Ford
recorded only small changes in their totals, while independent makers
moved up by about 1,200.

Export business in iron and steel products continues active. Keener
competition for foreign tonnage is seen in disappearance of most or all of the
premium over domestic prices that such orders previously commanded.

Production of steel products for railroad use still is supported by old
orders. A fairly large number of freight cars remain to be built against
previous contracts, and meanwhile most carriers are marking time in carry-
ing out additional ¢ plated purch Unfilled rail tonnage also is
heavy and for the present is unlikely to.be added to materially by supple-
mentary buying. )

Outstanding railroad equipment inquiry comprises 1,000 box cars and
25 locomotives on which the New York Central will open bids March 13.
The Nickel Plate has ordered 60 container cars and 110 containers and the
Northern Pacific has placed four small diesel-electric locomotives,

Tin plate specifications continue light, and production is down 2 points
to 58%. Appraoch of the packing season normally stimulates tin mill
operations, but the outlook is complicated by consumers’ inventory addi- °
tions in recent months.

Steel inquiries for building construction still are short of the volume
looked for by spring but are marked by a relatively large number of private
projects. Fabricated shape awards were smaller last week, principal ones
being 1,200 tons for a Buick Motor plant and 1,260 tons for a California
bridge. Concrete reinforcing bar prices, recently weak in many districts,
have tended to strengthen. Cast iron pipe inquirits are more numerous in
some sections in anticipation of spring work. . R y

Shipbuilding continues a supporting factor in plate demand in the East.
Some tonnage remains to be placed, with large lots still on order. Sustained
activity in' this field is in prospect for many months.

Scrap prices have yet to reverse their recent trend, changes in most
districts still being downward. The composite is off 12 cents to $16.67,
compared with $14.96 a year ago and $15.50 at the opening of last Sep-
tember .

ariati in steelmaking last week were mixed, six districts showing
reductions while two were advancing and four were unchanged, Pittsburgh
- and Chicago moved apace, the former being down 3 points to 63% and the
latter 4 points to 6324. Buffalo was off 3 points to 67, Cincinnati declined
2 points to 59 and St. Louis dropped 4}4 points to 6314. Wheeling rose
8 points to 94 and Cleveland was up 1} to 68. Unchanged. areas were
eastern Pennsylvania at 68, Birmingham at 90, Detroit at 92 and New
England at 63. Youngstown declined 3 points to 40.

Steel ingot production for the week ended Feb. 26 is
placed at 67% of capacity, according to the “Wall Street
Journal” of Feb. 28. This compares with 68149, in the

revious week and 72% two weeks ago. The *“Journal”
urther reported:

United States Steel is estimated at 64%, against 66% in the week before
and 69149% two weeks ago. Leading independents are credited with
69 %, compared with 71% in the preceding week and 7434 % two weeks ago.

The following table gives a comparison of the percentage of production
with the nearest corresponding week of previous years, together with the
approximate changes, in points, from the week immediately preceding:

Current Events

and Discussions

The Week with the Federal Reserve Banks

During the week ended Feb. 28 member bank reserve
balances increased $77,000,000. Additions to member bank
reserves arose from decreases of $11,000,000 in money in
circulation: and $35,000,000 in Treasury deposits with
Federal Reserve banks, and increases of $58,000,000 in gold
stoek, $14,000,000 in Reserve bank credit, and $3,000,000
in Treasury currency, offset in part by increases of $16,-
000,000 in Treasury cash and $28,000,000 in non-member
deposits and other Federal Reserve accounts. Excess
reserves of member banks on Feb. 28 were estimated to be
approximately $5,690,000,000, an increase of $60,000,000
for the week. ;

The statement in full for the week ended Feb. 28 will be
founded on pages 1382 and 1383.

Changes in member bank reserve balances and related
items during the week and the year ended Feb. 28, 1940,
were as follows:

Increase (+) or Decrease (—)
Since
Feb. 28,1940 Feb.21,1040  Mar: 1710394

$
Bllls dis d... 7,000,000 000
Bills bought. .. L 1
U. B. Govt. securitles, direct and

Industrial advances (not including
$9,000,000 commit’ts—.

2,477,000,000

g

HEE R

2,980,000,000
Member bank reserve balances.....12,318,000,000
Money In eirculation.

‘Treasury cash.

‘Treasury deposits with F', R. bank__
Non-member deposits snd other Fed-
eral Reserve acooun!

Returns of Member Banks in New York City and
Chicago—Brokers’ Loans

Below iz the statement of the Board of Governors of the
Federal Reserve System for the New York City member
banks and also for the Cbicago member banks for the eur-
rent week, issued in advance of full statements of the member
banks, which will not be available uutil the coming Monday.

ASSETS AND LIABILITIES OF WEEKLY REPORTING MEMBER BANKS
IN CENTRAL RESERVE CITIES
(In Millions of Dollars)

——New York City—— ————Chicago———
Feb.28, Feb.21, Mar.1, Feb.28, Feb.21, Mar. 1,
1940 1940 1939 1940 1940 1039

Assets— $ $ $ $ $
Loans and investments—total. 8,812 7,766 2,304 2,293 2,108
Loans—total. ... a.-- 2,923 2,899 567 569 520
Commercial, industrial an
agrioultural 1088 o ooo..... 651 105 1,303 388 5

Open market Daper. 122 19 15
Loans {o broktsrrs and dealers. . 472 647 34

160 186 64
Realestate loans. 113 14
Loans to banks. 46 3668 74

179

722

2,457
Obligations guaranteed by the
United States Government...

Balances with domestic banks_.
Other assets—net......ccceeenn

IAadblisties—
Demand deposits—adjuset ...
Time d i

United States Govt. deposits_ ..
k deposits:

Capital account...cmveecen. =

igitized for FRASER
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Complete Returns of Member Banks of the Federal
Reserve System for the Preceding Week

As explained above, the statements of the New York and
Chicago member b: are given out on Thursday, simul-
taneously with the figures of the Reserve banks themselves
and covering the same week, instead of being held until the
following Monday, before which time the statisties covering
the entire body of reporting member banks in 101 ecities
cannot be compiled. ,

In the following will be found the comments of the Board
of Governors of the Federal Reserve System respecting the
returns of the entire body of reporting member banks of the
Federal Reserve System for the week ended with the close
of business Feb. 21:

The condition statement of weekly reporting member banks in 101
leading cities shows the following principal changes for the week ended
Feb. 21: Increases of $7,000,000 in commercial, industrial, and agricultural
loans, $92,000,000 in reserve balances with Federal Reserve banks, and
$194,000,000 in demand deposits—adjusted, and a decrease of $97,000,000
in deposits credited to domestic banks.

Commercial, industrial, and agricultural loans declined $5,000,000 in
New York City, and increased $6,000,000 in the Chicago district, $5,000,-
000 in the San Francisco district, $4,000,000 in vhe Dallas district and
$7,000,000 at all reporting member banks. Other classes of loans showed
little change for the week.

Holdings of United States Treasury bills declined -$21,000,000 in the
Chicago district and $15,000,000 at all reporting member banks. Holdings
of Treasury notes declined $9,000,000. Holdings of United States Govern-
ment bonds increased $7,000,000 in New York City, and declined $8,000,~
000 at other reporting member banks. Holdings of obligations guaranteed
by the United States Government increased $5,000,000. Holdings of
“Other securities”” increased $14,000,000 in New York City.

Demand deposits—adjusted increased $162,000,000 in New York City and
$194,000,000 at all reporting member banks. Time deposits increased
$11,000,000 in New York City and $17,000,000 at all reporting member
banks. ‘ 2

Deposits credited to domestic banks declined $36,000,000 in the Chicago
district, $13,000,000 in the Cleveland district, $9,000,000 in New York
Civy, and $97,000,000 at all reporting member banks. Deposits credited to
foreign banks declined $14,000,000 in New York City.

A summary of the principal assets and liabilities of re-
porting member banks, together with changes for the week
and the year ended Feb. 21, 1940, follows:

Increase (+) or Decrease (—)
nce
Feb. 2;. 1940 Feb, 14, 1940  Feb, 2;. 1939

49,000,000 -+-1,605,000,000
+15,000,000 +351,000,000

47,000,000 4 550,000,000
+6,000,000 +12,000,000

+6,000,000 —173,000,000

—1,000,000
+2,000,000

Assets—
Loans and {nvestments—total. ..23,211,000,000
Loans—total 8,531,000,000

Commerclal, industrial and agri~

cultural loans 4,316,000,000
- 333,000,000

617,000,000
Other loans for p
carrying securities.
Real estate loans....

Obligations guaranteed by Unite
States Government.

-+ 50,000,000

+21,000,000  -+586.000,000

19,256,000,000
77,000,000

,000,000

Inter-bank deposits:
D ic banks 8,091,000,000
F Forelgn banks. 745,000,000

-+ 194,000,000 -3,162,000,000
+17,000,000 + 88,000,000
—57,000,000

-+1,853,000,000
+188,000,000
—1,000,000

Allies and Belﬁium Sign War Trade Pact

The following is from a London United Press dispatch o
Feb. 14: .
The Ministry of Economic Warfare announced today the conclusion of

Anglo-French negotiations with Belgium for a complete war trade agree-
ment.

The agreement provides that whenever British interests are involved,
British representatives will be entitled to sit with French and Belgian con-
erees. It is designed to facilitate commercial exchanges and the importa-
tion into Belgium of goods which she requires for her own consumption.

The accord covers a wide range of products, including some which pre-
viously played important roles in Belgian-German trade. Great Britain
has similar war-time trade agreements with Sweden, Greece and Iceland.

——————

New Trade Pact Signed by Germany and Norway

According to a United Press Oslo dispatch of Feb. 23,
Norwegian Foreign Minister Halvdan Koht and German
Minister Kurt Braeuer signed on Feb. 23 a new German-
Norwegian trade agreement, including a special protocol
providing for a clearing arrangement.

—————

Spain to Reopen Three Stock Exchanges

Plans to reopen the Madrid, Barcelona and Bilbao Stock
Exchanges on March 1 was announced on Feb.'25 in a
Government decree, which also provided for the canéella-
tion of futures operations effected prior to July 19, 1936,
when the Spanish civil war broke out. This is learned
from an Associated Press Madrid dispatch, Feb, 25, which
went on to say:

Thus big paper gains and losses of traders holding future positions
since the outbreak of the civil war will be wiped out. The values of
stocks and bonds were inflated with the war-time currency.

The new decree temporarily prohibits operations in futures and closes

Barcelona:s “free stock market” as well ‘as informal exchanges that have
operated in Madrid and Bilbao with official tolerance.

The Commercial & Financial Chronicle
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Stocks held as security for short-term loans when the civil war started
must be surrendered to the Government, which will pay par value pl_us
49, interest. The Treasury thus gets profits resulting from the apprecia-

tion of these issues,
P

Germany Postpones Customs Union with
Bohemia-Moravia

Reports of postponement of the customs union between
the Reich and the Protectorate of Bohemia-Moravia, which
was to have been effected April 1, are officially confirmed,
it is indicated in a wireless dispatch from Berlin, Feb. 24,
to the New York “Times,” which states that no reason is
given for the postponement, but it is stated that no new
date has been set for conclusion of the union. The dispatch

. further said:

Although official sources give only bare confirmation of the report, it
is believed in informed quarters that certain diffieulties in adjusting
wages and prices in the Protectorate to those in the Reich became apparent.

Although Protectorate standards in .industry and commerce now approxi-
mate those of Germany fairly closely, it is apparent that a umion at this
time might prove to the disadvantage of both parties.

Furthermore, the Protectorate still has a number of provisional trade
agreements that call for payments in foreign currencies. This permits
greater freedom in certain categories of trade than the Reich system,
which effects virtually 21l exchanges of goods on the basis of clearing
agreements.

It is believed, therefore, that the customs union has been postponed
to enable the Protectorate to continue its trade with other nations on
this more favorable basis.

—_———

Japan Reorganizes Economic’ Controls

The following is taken from a wireless dispatch from
Tokio, I'eb. 25, to the New York “Times”:

The Japanese Cabinet yesterday reorganized its economic machinery
into two bodies, one a kind of economic general staff to be attached to the
Cabinet and directly under the control of the Premier, and the other a
price-fixing body to be associated with the Department of Commerce.
Seihin Ikeda, one of Japan’s greatest capitalist leaders, who was formerly
Chairman of the Central Price Policy Commission, becomes a member of
the new general staff, while the price control body will be taken over by
the Commerce Department, now under Ginjiro Fujiwara, noted indus-
trialist.

The mnew arrangement means, broadly speaking, that policy will be
determined by the economic general staff and executed by the price-fixing
ccmmission. The economic general staff will consist of 15 persons, about
half of whom will be business men and the other half members of the
Cabinet and high officials. ;

The change follows the development of differences of opinion regard-
ing Mr. Ikeda’s policy of keeping prices low. That policy failed, causing
the so-called black markets to come into existence on a large scale. Mr.
Fujiwara is believed to favor a policy of allowing prices to advance in
accordance with economic laws. The public, which has found that prices
have risen steadily despite the price-fixing edicts, watches the Govern-
ment’s renewed effort without clearly understanding what is aimed at
and with little display of interest. Scarcity is now accepted as a normal

element of life.
[ ——

Sweden Assumes Control of Foreign Exchange to Stop
Flight of Capital—Details Announced by Foreign
Exchange Committee—Gold Exports Banned

The Swedish Riksdag (Parliament) approved on Feb. 25
an order, effective Feb. 26, for strict Government control
of foreign exchange and to some extent imports and ex-
ports in an effort to stop a considerable flight of capital
from the country and to husband the nation’s resources for
any war emergency. In reporting this, United Press ad-
vices from Stockholm, Feb. 25, added:

Exchange control will be regulated by the Riksbank (Central Bank),
which was made into a special commission to mobilize the nation’s wealth
and its investments abroad. -

The Foreign Ministry announced : ;

The foreign exchange order prohibits the.dealing in foreign means of
payment - and foreign claims to the counter-value of Swedish currency
between two parties without the intermediary of the Riksbank, which is
hereby granted a monopoly in foreign exchange transactions.

Moreover, foreign exchange orders will regulate to a certain extent the
export and import of means of payment or documents representing claims
and securities, as well as the sale of securities.

In addition, the Riksbank is empowered by the foreign exchange order
to force the surrender of foreizn means of payment in foreign bank
accounts.

The details of these new regulations were set forth as
follows in a cablegram received from Stockholm on Feb. 25
by the Foreign Exchange Committee, New York, which is
headed by R. F. Loree, Vice-President of the Guaranty
Trust Co. of New York:

Foreign exchange regulations introduced in Sweden as from Feb. 25.

Only dealers authorized by Sveriges Riksbank may buy or sell foreign
exchange against Swedish currency.

Most Swedish commercial banks are authorized dealers.

Exchange available only for specified purposes; e.g., payment of im-
ported goods, freights, insurance wuremiums, commissions, salaries, out-
standing financial contracts, traveling expenses, &e.

Export of bank notes, checks, drafts and other bills of exchange and
securities prohibited except with permission.

Import of bank notes, checks and bills expressed in Swedish currency
also prohibited.

Import of eecurities only through Sveriges Riksbank or authorized bank.

Sales of imported securities subject to regulations.

Swedish kronor balances owned by Swedish residents may not be trans-
ferred - to non-resident account without permission.

Kronor balances owned by non-residents freely transferable to other
non-residents and to residents. .

Purchases of foreign exchange with non-resident kronor balances subject
to general regulations.

Application for such purchases through the bank where balance is held.

The exchange regulations do not affect existing clearing agréements.
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The gold export prohibition now existing will be made general as
from tomorrow. )
——————

SEC Reports Market Value of January Sales on National
Securities Exchange Increased 1.8% Over December
but Declined 29.3% from January, 1939

The Securities and Exchange Commission announced

March 1 that the market value of total sales on all registered

securities exchanges in January, 1940 amounted to $908,-

932,169, an increase of 1.8%, over the market value of sales

in December, 1939, and a decrease of 29.3%, from January,

1939. Stock sales, excluding rights and warrants, had a

~market value of $774,381,974, an increase of 1.0% over

December. Bond sales were valued at $134,462,408, an

increase of 7.09, over December. Sales of rights and war-

rants in January totaled $87,787. The Commission further
stated;

The volume of sales in stocks, excluding rights and warrants, was 31,-
642,779 shares, an increase of 1.3% over December’s total. Total principal
amount of bonds sold was $208,517,625, an increase of 1.2% over December.

The two leading New York exchanges accounted for 94% of the market
value of all sales, 93.1% of the market value of stock sales and 99.5% of
the market value of bond sales on all registered exchanges.

Total market value of sales on exempt securities exchanges in January,
1940 was $716,452, a decrease of 1.1% from December, 1939.

—_—

Member Trading on New York Stock and New York
Curb Exchanges During Week Ended Feb. 10

The Securities and Exchange Commission made public
yesterday (March 1) figures showing the volume of total
round-lot stock sales on the New York Stock Exchange and
the New York Curb Exchange for the account of all members
-of these exchanges in the week ended Feb. 10, continuing a
series of current figures being published weekly by the Com-
mission. Short sales are shown separately from other sales
in these figures.

Trading on the Stock Exchange for the account of members
during the week ended Feb. 10 (in round-lot transactions)
totaled 844,650 shares, which amount was 20.649%, of total
transactions on the Exchange of 4,090,630 shares. This
comparas with member trading during.the previous week
ended Feb. 3 of 651,135 shares, or 19.69% of total trading
of 3,204,745 shares. On the New York Curb Exchange
member trading during the week ended Feb. 10 amounted to
$168,150 shares, or 20.51% of the total volume on that
Exchange of 818,245 shares; during the preceding week
trading for the account of Curb members of 128,045 shares
was 18.25%, of total trading of 641,505 shares.

In making available the data for the week ended Feb. 10,
the Commission said:

The data published are based upon weekly reports filed with the New

York Stock Exchange and the New York Curb Exchange by their re- .

spective members. These reports are classified as follows:
New York New York

Stock Curd
Ezchange

Total number of reports recelved.. . . 1,087
1. Reports showing tr: 1 as -- 196 99
2. Reports showing other transactions initiated on the g7 60

floor.
3. R;pom showing other transactions initiated off the . 99

535 567

Note—On the New York Curb Exchange, odd-lot transactions are handled solely
by specialists In the stocks in which they are registered and the round-lot transactions
of gpeclalists resulting from such odd-lot transactions are not segregated from the
specialists’ other round-lot trades. On the New York Stock Exchange, on the
other hand, all but a fraction of the odd-lot transactions are effected by dealers
engaged solely in the odd-lot business. As a result, the round-lot transactions of
speclalists In stocks in which they are registered are not directly comparable on the
two exchanges.

The number of reports in the various classifications may total more
than the number of reports received because a single report may carry
entries in more than one classification.

TOTAL ROUND-LOT STOCK SALES ON THE NEW YORK STOCK EX-
CHANGE AND ROUND-LOT 8TOCK TRANSACTIONS FOR ACCOUNT
OF MEMBERS * (SHARES)
‘Week Ended Feb. 10, 1940

i
Ezchange
806

Totai for Per
Week Cenl a
A. Total round-lot sales:
Short sal 124,480
3,966,150

4,090,630

Total sales

d-lot tr oti for of bers, except for
the odd-lot accounts of odd-lot dealers and specialists:
1, Transactions of specialists in stocks in which they are
‘Total purchases . ... . ocemeecenacan e

B. R

421,690

Short sales.
Other sales.b.

Total sales
2. Total transactionsinitiated on the floor—Total purchases

56,060
365,610
421,670
270,970

Short sales. ... 20,000
Other sales.b 248,390

268,390
118,335

12,700
141,890

154,590
810,995

88,760
755,890

844,650

Total—Total purchases

Short sales. ...
Othe sales.b.

Totalsales. cormececemmnemccmcennenn- PO
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TOTAL ROUND-LOT S8TOCK SALES ON THE NEW YORK CURB EX-
CHANGE AND STOCK TRANSACTIONS FOR ACCOUNT OF MEM-

BERS * (SHARES)
‘Week Ended Feb. 10, 1940
Tolal for Per
Week Cent a
A. Total round-lot sales:
Short sal 9,475
808,760

818,245

B. Round-lot tr fons for the of bers: j
1. Transactions of specialists in stocks in which they are
registered—Total purchases

Short sales.

99,325

3,335
105,925

109,260
30,200

3,200
26,960

30,160
37,960

2. Other transactions Initiated on the floor ~Total purchases

Bhort sales
Other sales. buucuaua-.

Totalsales _cococceeeas T e e S cemna

8. Other transactions Initiated off the floor Total purchases

Short gales. .- ecenecccaaaaas -
Other BRIBS. Bluciupscisnismsniotimrssssnoasasnas

TOLAl BAlE0.. v o cimwannidumiisammunbsponsunapson
4. Total—Total purchases - - - cvcevauen - -

Short sales
Other sales.b.-.oocona.. S T A

Total sales

C. Odd-lot tr fons for the
Customers’ short sales 140
71,687
71,727

45,918

955
27,775
28,730

167,485

7,490
160,660
168,160

Total purchases..... -
Total sales.

* The term * bers” includes all Exch
partners, including special partners.

a Bhares In members’ transactions as per cent of twice total round lot volume.
In calculating these percentages, the total of members’ transactions is compared
with twice the total round lot volume on the Exchange for the reason that the total

24 bers’ t 1 includes both purchases and sales, while the Ex‘chann

members, their firms and the

0
volume includes only sales.

b Round lot short sales which are exempted from restriction by the Commission
rules are Included with ‘‘other sales.” .

¢ Bales marked “short exempt” are included with *“other sales.”
i . d
0dd-Lot Trading on New York Stock Exchange During
Week Ended Feb. 24
On Mareh 1 the Securities and Exchange Commission made
public a summary for the week ended Feb. 24 of complete
figures showing the volume of stock transactions for the
odd-lot account of all odd-lot dealers and specialists who
handled odd lots on the New York Stock Exchange, continu-
ing a series of current figures being published by the Com-
mission. Figures for the previous week ended Feb. 17 were
reported in our issue of Feb. 24, page 1207. The figures
are based upon re(alports filed with the Commission by the
odd-lot dealers and specialists.
STOCK TRANSACTIONS FOR THE ODD-LOT ACCOUNT OF ODD-LOT

DEALERS AND S8PECIALISTS ON NEW YORK STOCK EXCHANGE
" Week Ended Feb. 24, 1940

Total
Jor Week
16,454
452,006

16,761,395

Odd-lot sales by dealers (customers’ purchases):
Number of orders..cuunea.

Number of shares
Dollar value

Odd-lot purchases by dealers (customers’ sales):
Number of orders:

Customers’ short sales..

Customers’ other sales.

Customers’ total sales._.

185
17,921

18,106

Number of shares:
Customers’ short sales. . ....
Customers’ other sales.a. ... - i o o 0 W

Customers’ total sales

Dollar value. ..

Round-lot sales by dealers:
Number of shares:

" 8hort sales. .. .n..

Other sales_b

Total sales........

Round-lot purchases by dealers:
Number of ghares

6,024
444,124

450,148
14,557,403

450
105,180
105,630

108,150

a Sales marked *“'short exempt” are reported with ‘“other sales’ .
b Sales to offset customers’ odd-lot orders and sales to liquidate a long position
which is less than a round lot are reported with **other sales”.

——————

Governors of New York Stock Exchange Act to Enforce
Rule Forbidding Members to Serve as Dealers on
Other Exchanges in Listed Stocks

The Board of Governors of the New York Stock Exchange,
at its meeting on Feb. 29, directed the Committee on Member

Firms to enforce the rule of the Exchange which forbids

member firms to act as dealers on outside exchanges in

stocks listed on the New York Exchange. The date for the
rule to become effective was not specified but it will be
enforced “in such manner and at such time” as the Com-
mittee deems advisable. In reporting this action the New

York “Herald Tribune” of Feb. 29 said:

Robert L. Stott, chairman of the special committee on multiple trading,
which offered the resolution, explained that the action did not have any
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relation to commission trading on out-of-town exchanges. Commission
transactions will not be prohibited, whether they are executed at the request,
of the customer or at the discretoin of the broker. .——

" The order adopted by the Board said: .

“The committee on member firms of the Exchange be directed to proceed
to enforce Section 8 of Article XVI of the constitution in respect to such
dealings of members on other exchanges in securities listed on this Exchange
in such manner and at such time as they deem advisable.”

A study prepared by the committee showed that six member firms act
as odd-lot dealer specialists in 46 Stock Exchange issues on the floor of the
Chicago Stock Exchange and that 13 firms act in a like capacity for 162
issues on the Boston Stock Exchange. Similar conditions prevail on the
other registered exchanges, the Exchange said.

Mr. Stott said that the diversion of business accomplished through the
activities of members who maintain markets on the floors of other exchanges
has tended to diffuse the market in nationally held securities to the detri-
ment of the investing public and cause loss of income to the Exchange.
He emphasized that the Exchange had no argument with local exchanges
over any ordinary type of competition, but said he did not think Stock
Exchange members should be allowed to aid another exchange by trans-
ferring the market in listed issues from the floor tof the Big Board to the
floor of the out-of-town market.

The member firms’ committee will immediately begin study of the situa-
tion to determine in what manner it will be best to enforce the provision
of the constitution which provides expulsion for a member who “deals
publicly outside the Exchange in securities dealt in on the Exchange.

——e

. United States Extends British Rubber Exchange
‘ Agreement to September

Great Britain announced Feb. 22 that the United States
had agreed to extend for three months—until September,
1940—the period for the shipment of British rubber to the

United States under the British-American rubber and cot-
ton exchange agreement, it was reported in a London Asso-
ciated Press dispatch of Feb. 22. -Secretary of Agriculture
Wallace announced on Jan, 18 that shipments of surplus
American cotton under the agreement would be halted dur-
ing February, March and April. This was mentioned in
these columns Jan. 20, page 353.

: G

Uniform Set of Accounting Requirements to Apply to
Majority of SEC’s Registration and Report Forms
* Adopted

The Securities and Exchange Commission has adopted a
uniform set of accounting requirements which will apply
to the majority of the Commission’s registration and report
forms under the Securities Act of 1933 and the Securities
Ixchange Act of 1934, it was announced on Feb, 21. The
Commission states that the new single accounting regula-
tion will be substituted for the several existing sets of
accounting instructions which have heretofore applied to
the various forms. Moreover, says the Commission, the
new regulation will have the effect of simplifying amend-
ments and interpretations of accounting rules, in as much
as such amendments and .interpretations will apply to a
single regulation instead of to a variety of requirements.
The Commission’s explanation continues:

Theé new rcgulation, designated Regulation 8-X, will govern the form
and content of all financial statements and schedules required to be
filed as part of—

(a) Reglstration statements under the Securities Act of 1933 filed on Form A-2;

(b) Apvlications for reglstration of securities under the Securities Exchange Act
of 1934, tiled on Form 8-A, 8-B, 10, 11, 13, 14, 15, 17, 22, 23, or 24;

(¢) Supplemental or periodic reports under Section 13 of the Securities Exchange
Act of 1934, filed on Form 10-K, 11-K, 13-K, 14-K, 15-K, 17-K, or 24-K; and,

(d) Supplemental or periodic reports under Sectlon 15 (d) of the Securitles
Exchange Act of 1934, filed on Form 1-MD or $MD.

The new regulation will be applicable to all filings made on these
forms after May 31, 1940. However, if a registrant so elects, the pro-
visions of the new regulation may also be applied to financial statements
filed prior to that date.

In general, the new regulation constitutes a codification of existing
instructions as to the form and content of financial statements as now
contained in each of the several forms listed. Instructions as to the
dates and periods for which financial statements are required to be filed,
however, will be found in the respective forms.

As now organized, the regulation is subdivided into 12 articles. The
first four articles contain rules of general application. The next six
articles prescribe, respectively, the form and content of financial state-
ments for commercial and industrial companies, investment companies,
insurance companies, committees issuing certificates of deposit, bank
holding companies, and natural persons. The remaining articles deal
with the form and content of surplus statements and supplementary
schedules. A comprehensive table of contents is included.

Some new requirements have been added in the new regulation, prin-
cipally with a view to obtaining more informative disclosure as to such
accounting policies - as depreciation, depletion, and maintenance, and as
to such matters as advances to and from affiliates, directors and officers.
Additional flexibility to the requirements has been given through extension
of the rules permitting the elimination of schedules and special informa-
tion when the amounts involved are not material,

The new regulation incorporates a considerable number of the many
well-considered and helpful suggestions received from the large group of
accountants, registrants, and others, including representatives of the pro-
fessional gocicties, to whom a tentative revision of the instructions was
made available. )

In view of the pending proceedings in the matter of McKesson & Rob-
bins, Inc, and several other cases, the rules governing certification by
accountants, although altered and clarified in some respects, have been
retained in substantially the form now found in the General Rules and
Regulations under the Securities Act of 1933, and the several major forms
under the 1933 and 1934 Acts. Upon completion of these proceedings,
however, such rules are to be reconsidered with a view to revisions deemed
necessary as a result of these cases,

The Sccurities and Exchange Commission also announced the adoption
of an amenc}ment to Forms 15 and 17 under the Securities Exchange Act
of 1934, for use, respectively, by incorporated and unincorporated invest-
ment companies. The amendments incorporate as an item in the form
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March 2, 1940

the requirements for certain historical financial data which previously
were called for in comnection with the financial statements and are
operative only when the new Regulation 8-X is applicable.

—_——

New York Curb Exchange Reports Net Operating Loss
in 1939 of $102,714, Compared with Deficit of
$154,399 in 1398

In a consolidated report for the year ended Deec. 31, 1939,
the New York Curb Exchange and its affiliates, New York
Curb Exchange Securities Clearing Corp. and New York
Curb Exchange Realty Associates, Inc., reports a net
operating loss of $102,714 after deducting all charges in-
cluding $116,380 for depreciation. -This represents an actual

ain in cash of $13,666, the Exchange announced on Feb. 28.

‘or the year ended Deec. 31, 1938, net operating deficit

amounted to $154,399. Real estate and miscellaneous

Federal, State and city taxes amounted to $146,319, as

against $152,619 in the previous year. The Exchange in its

announcement bearing on the report further said:

Cash in banks and on hand amounted to $827,288, as compared with
cash of $547,276 and investments in United States Treasury bonds and
notes of $400,000 as of Dec. 31, 1938.

Total assets and deferred charges aggregated $7,838,112, compared with
total liabilities of $2,920,971, which leaves an excess of assets over liabilities
of $4,917,141, representing the net equity of 550 regular members of the
Exchange. This net equity totaled $5,019,835 on Dec. 31, 1938.

During the year, the rate of interest on the balance of the mortgage
was reduced by 1%, and the sum of $95,000 was paid off on the principal
amount, leaving a balance due of $850,000.

Income wholly from members or their firms amounting to $949,760
included annual dues of regular and associate members of $437,676; regular
and associate members’ fees of $126,322; telephone quotation service
charges of $91,732; telephone booth rentals amounting to $55,219; Securities
Clearing Corp. charges of $236,218, and sundries, $2,593.

Other revenue totaling $157,209 was derived from:

Profit on sale of investments.. .. .
Interest earned and discounts.
Profit on sale of eclectricity to tenants..

In addition to taxes and depreciation, the principal items of expense for
the period were: Salaries, $607,206; legal fees, $51,981; interest on mortgage,
$51,676; light, heat and power, $36,122; stationery, printing and supplies,
$33,411; building repairs, supplies and other operating expenses, $24,324;
telephone and telegraph, $22,873; ticker and wire rental, $19,757; insurance,
$17,338, and medical examination of employees, $9,879.

The details supplied by the Exchange follow:
CONDENSED CONSOLIDATED STATEMENT OF ASSETS AND
LIABILITIES AS AT DEC. 31, 1939 4
(New York Curb Exchange, New York Curb Exch Realty A 1
New York Curb Exchange Securities Clearing Corp.)
ASSETS

, Inc,

Current Assets—
Cash in banks and on hand
Accounts recelvable

- $827,288.04
- 36,044.96
$863,333.00

s 7,873.65
Clearing fund deposits (CONtra) . .eececeeememmemcocccc e cecaee --- 1,980,000.00

Proceeds from sale of membership held in escrow (contra)

Fired Assets (at Cost)—
Lands and buildings $5,881,495.67
Less—Reserve for depreciation of buildings 1,130,887.81
—$4,750,607.86
Furniture, fixtures and equipment
Less—Reserve for depreclation 150,844.91

$117,380.49
35,481.17
— 81,899.32
———————=$4,804,649.78

62,142.60
I fon cost of telephone equipment.. ..
Less—Reserve for amortization.

Investments—
259% par value New York World's Fair 1939, Inc. 4%
debentures—cost : $25,000.00
Less—Payments received on account of prineipal
(Market value, $4,475.00)
Other Assels—
Deposits, tax stamps on hand, &¢
Deferred Charges—
Prepald real estate taxes
Prepald insurance.

22,375.00
1,680.30

1,635.02

————  $57,585.02

Unamortized portion of organization expense—New
York Curb Exchange Becurities Clearing Corp 10,615.66 —
—_— A .68

$7,838,112.41

LIABILITIES
Current Liabilities—
Accounts payable $6,850.94

- 11,617.92

Proceeds from sale of membership held In escrow (contra) ...

Clearing fund deposits (contra)

Mortgage payable—Mortgage matures on Sept. 1, 1950 excepting in-
stalment payments of $30,000.00 payable semi-annually on interest
dates March 1 and Sept. 1. Additional payments on account of
principal may be made not to exceed $120,000.00 in any one year.
The additional payment made during the year 1939 on account of
principal allows for the walving of the March 1, 1940 instalment.

Deferred credits to income. “aa

InsSurance reserves. .- ...-.- e 7 i

$18,468.86
7,873.65
1,980,000.00

9,256.72
55.371.32

$2,920,970.55
Net equity of the 550 regular members of the New York Curb Exchange
represented by the excess of assets over liabilities as stated above—
(Included herein is the capital stock of the New York Curb Exchange
Realty Associates, Inc., of which each regular member owns 15
shares of a par value of $100.00 per share) 4,917,141.86
$7,838,112.41

Notes—Clearing fund deposits shown as “‘contra’ items above represent deposits
by clearing members to the clearing fund of the New York Curb Exchange Securities
Clearing Corp. This fund is not available for the general purposes of the Exchange,
and the contribution of each clearing member is repayable to him upon his retirement
as such member.

Proceeds from sale of membership held in escrow shown as “contra” items above

represent the net proceeds from the sale of a member’s seat held in trust for his
estate, sald fund is not available for the general purposes of the Exchange.
. The Treasury Department has proposed an assessment of $8,973.77 on the New
York Curb Exchange Realty A 1 , Inc., in { and excess profits taxes
for the calendar year 1938 which is being protested. If the theory of liability stated
by the Treasury Department be sustained, additional assessments for the years
1936 and 1937 may be made.
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Unsatisfactory State of Business Due Not to Shortage
of Money, but in Measure to Deficit Financing
by Government, According to/ Guaranty Trust
Co. of New York

Pointing out that money and deposits in the United
States are at new high figures, the Guaranty Trust Co. of
New York says “it is clearer than ever that the explana-
tion of the unsatisfactory state of business is to be sought
not in a shortage of circulating media but in the factors
that prevent those media from circulating actively. Rising
bank deposits have obviously been ineffective in promoting
true business recovery. These deposits represent purchas-
ing power ready for immediate use; but experience has
shown that, regardless of how great such purchasing power
may be, it will not be freely used unless other conditions
are favorable.,” These comments are made by the Guaranty
Trust Co, in the “Guaranty Survey,” its monthly review
issued Feb. 26, in which it also says:

Bank deposits in the United States are now the largest in history.
The amount of money in circulation—that is, the amount outside the
Treasury and the Federal Reserve banks—also mounted recently to a mew
peak; and while there has been a seasonal decline in recent weeks, the
amount is still not far below the 1933 maximum. The velocity of cir-
culation of bank deposits, on the other hand, has sunk to a new low
mark, o ;. .,

A large part of the governmental credit expansion of recent years is an
artificial substitute designed to fill the gap created by the absence of
normal credit growth., It has proved an inadequate substitute, because
it has not strengthened the prospects of profitable business operation on
which recovery depends. On the contrary, it has tended to defeat its
own purpose by creating widespread concern regarding the future trends
of tax rates, Government credit, and the value of the currency.

Significance of Gold Imports

Gold imports, the second great factor underlying the recent increase in
deposits, have been due primarily to the devaluation of the dollar and the
flight of capital from Europe—and in recent months to the building up of
dollar balances for war purposes.

Deposit expansion arising from a flight of foreign capital to this
country was obviously not of a nature to exert a constructive influence
on domestic conditions. It reflected a distrust of the situation abroad,
rather than an affirmative confidence in the outlook here,. The foreign
funds came in search not of ordinary business opportunities but of a
refuge from possible depreciation, confiscation, and other dangers. )

Thus, all the principal factors underlying the recent increase in bank
deposits—deficit financing by the Government, devaluation of the dollar,
and unsettled conditions abroad—were and are primarily of a sort to
inhibit, rather than promote, sustained business recovery. ~While con-
tributing to the rise in deposits, they tend not to increase but to reduce
their velocity of eirculation,

Other Factors Hampering Recovery

These factors, however, are only a part of the great complex of con-
ditions restraining business ‘expansion. The other influences hampering
recovery are of numerous kinds, but have one feature in common~—they
increase the costs and risks, and ' reduce the prospective profits of
business. The fiscal policy of the Government, besides impairing con-
fidence through the tremendous increase in the national debt, has involved
the use of the tax system for non-revenue ends—to redistribute income
and to influence the ecomomic actions of individuals and groups., In
this way it has led to the imposition of certain taxes that are punitive
iu effect and that tend, on the one hand, to discourage productive invest-
ment and, on the other, to cripple business initiative,

In some important sections of ‘the business field—most conspicuously
in the electric light and power industry—governmental intervention has
taken the form f competition with private business, with the most destruc-
tive effects on confidence and enterprise. And over a much wider area the
Government has undertaken to regulate business methods through a multi-
plicity of bureaus and agencies, not only adding to the cost of doing
business but at the same time hampering the freedom of managements
in adapting themselves to changing conditions and in taking advantage
of new business upportunities.

These, in brief outline, are the principal causes of the anomalous situa-
tion that now exists in our banking system. Their aggregate effect has
been to create an unprecedented abundance of the means of payment but
to prevent that abundance from exerting any appreciable effect in pro-
moting trade recovery.

Neither " the volume of deposits nor the velocity with which they
circulate is subject to control by the banks. The initiative in both mat-
ters lies with the depositors—that is, broadly speaking, with the indi-
vidual- business men, investors, and consumers who own the deposits.
But this initiative, in turn, is controlled primarily by the possibility of
making  profitable use of the funds.. Only when such opportunities are
believed to exist will the present stagnation give way to normal activity,

For the most part, the solution of the problem hinges on public policy,
The restrictions and threats that now limit the scope of business initiative
and enterprise must be removed. This does not imply a sweeping abolition
of all the legislative and administrative innovations introduced in recent
years. Most of these are directed at worthy objectives, But it was
inevitable that measures of such far-reaching importance, adopted in
such swift succession, should contain numerous unwise provisions.  What
is required is a fair and unbiased effort to discover where the real im-
pediments to recovery lies and to modify specific features of public policy
in such a way as to make governmental influence as far as posgible a
stimulant, not an obstacle, to business activity. ’

————————

Operating Ratios of Member Banks in New York Re-
serve District in 1939—Net Profits for All Banks
Averaged 16.19, of Total Earnings, Compared with
9.9% in 1938

The annual compilation of operating ratios of member
banks in the Second (New York) Federal Reserve District
for the year 1939, with comparisons for the year 1938, wag
issued on Feb. 28 by George L. Harrison, President of the
Federal Reserve Bank of New York. In making public
the figures, Mr. Harrison says:

Net profits for all banks in the district averaged 16.1% of total earnings
for 1939, compared with'9.9% in 1938, and 16.2% in 1937. Net current
earnings (before charge-offs, etc.) continued the slightly upward tendency
of the past few years, but larger profits on securities sold and smaller
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charge-offs on banking houses and other real estate held were the principal
factors causing larger net profits in 1939 than in 1938. These net profits
in relation to capital accounts averaged 4.0% in 1939, compared with 2.2%
in 1938, 4.3% in 1937, and 8.9% in 1936 (when unusual profits resulted from
recoveries and profits on securities sold). Dividends declared in 1939
averaged slightly less than one, half of net profits for all banks, but in the
case of the large New York City banks dividends were equal to about 80%
of net profits.

The average rate of return on loans for all banks remained at 5.4%, while
the average rate of return on investments declined to 3.1% in 1939, from
3.3% in 1938, 3.7% in 1936, and 4.2% in 1934. The rates of income on
loans and investments for the large New York City banks, as usual, were
considerably below the average for all banks. The ratio of total current
earnings to total assets for all banks averaged 3.5% in 1939, for the large
New York City banks only 2.0%. ’

The ratio of capital accounts to total deposits of banks in this district
continued the downward tendency of previous years, especially in New York
City banks, reflecting the further growth in deposits. To a considerable
extent, however, the growth of deposits in the New York City banks in
1939 was paralleled by an increase in cash on hand and deposits in the Fed
eral Reserve Bank, so that the ratio of capital to assets subject to possible
shrinkage in value probably was not materially reduced, For all banks the
ratio of cash assets to total assets averaged over 24% in 1939, and for the
large New York City banks this ratio averaged mnearly 38%. In view of
the increasing proportion of uninvested funds, for which no protection

.'against shrinkage in value is necessary, a new ratio of capital accounts to

total invested funds (loans, investments, and real estate owned) has been
prepared to show the margin of protection for such funds, This ratio for
all banks averaged 18.5% in 1939. Another of the new ratios—the ratio
of all real estate assets to capital accounts—averaged 30.9% in 1939.

Mr. Harrison also points out:

Among the new items are ratios showing the proportion of principal
types of assets to total assets, the relationship of capital to the total of
loans, investments, and real estate. assets, and the proportion of real estate
assets to capital. ~Still another new item indicates the parcentage of cash
dividends declared to total capital accountsy

Reference to the operating ratios of member banks in New
York Reserve District in 1938 was made in these columns
of March 11, 1939, page 1419,

 —————

New York Home Loan Bank Had 158 Insured Savings
Institutions with $265,481,000 Assets in 1939
The qualifiction of 19 savings, building and loan associa-
tions in New Jersey and New York during 1939 brought to
a total of 158 the number of savings, building and loan

‘associations in the Second Federal Home Loan Bank Dis-

triet in which insurance of investors’ accounts up to $50000
each is provided by the Federal Savings and Loan Insur-
ance Corporation, according to.the annual review of such
activity transmitted on Feb. 29 to the Corporation at Wash-
ington by George L. Bliss, its regional agent in the Second
District. Mr. Bliss, who is president of the Federal Home
Loan Bank of New York, stated in his report:

At the end of the year, local thrift institutions in 108 - communities
throughout New Jersey and New York were providing the investing pub-
lic with the safety protection made possible when Congress  created the
Federal Savings and Loan Insurance Corporation. - Resources of these
institutions totaled $265,481,841 at Déc. 31, 1939, which compares with
assets of $214,703,808 reported by all insured - savings, building and
loan associations in the Second District 12 months earlier.

During 1939, impairments developed in the case of two savings and
loan associations in the Second District. The Federal Savings and Loan
Insurance Corporation promptly made a complete appraisal of the assets
of both institutions, to determine the extent of the impairment.. There-
after, in order to prevent defaults in these institutions and the subse-
quent cessation of their operations, the Corporation made cash contributions
of 251,905, with a contingent obligation to make a further contribution
up to a maximum of $104,629, should actual losses exceed the estimates.
Simultaneously with the making of these contributions, the two associa-
tions affected were merged with neighboring insured savings and loan
associations. In this fashion the investors’ relationships in each of these
insured savings and loan associations continued without interruption, and
none of the investors suffered any loss of either capital or earnings.

An announcement in the matter further said:

Pointing out that savings, building and loan associations provide a
larger proportion of first mortgage financing on homes than any other
type of financial institution, Mr. Bliss credited insurance of savings
accounts by the Federal Savings and Loan Insurance Corporation with
substantially increasing the volume of funds that insured institutions
have available for mortgage lending. He said that the insured savings,
building and loan associations in the Second District in which insurance
has been effective for 12 months or longer reported an average increase
of 16.2% in the amount of their invested savings during the past year,
with a corresponding increase in the number of savers.

Iu his report, Mr. Bliss noted that at Dec. 31, 1939, the Federal Savings
and Loan Insurance Corporation had insured the savings accounts in
2,196 eavings, building and loan associations  throughout the country,
with aggregate resources of $2,506,958,000. He said that 7.2% of the
insured associations are in the Second District, but that they account
for 10.6% of their total resources. .

The - Federal Savings and Loan Insurance Corporation was created
by Congress in 1934 to insure the safety of savings accounts in qualified
building and loan associations and savings and loan associations up to
2 maximum of $5,000 for each investor, All Federal saving and loan
associations are required by law to provide insurance of their accounts
and state-chartered savings, building and loan associations may do so. At
the end of 1939 there were 63 insured savings, building and loan associa-
tions in New Jersey with resources of $57,751,067, At the same date
the 95 insured savings and loan associations in New York reported re-
sources ' of $207,730,274.

————

Saturday Closing in New York State Bank’s Through-
out Year Favored by Customers but Opposed by
Banks—Saturday Closing in Summer Favored

Bank customers of New York State favored Saturday
closing of banks throughout the year by a vote of five to one,
it was revealed on Feb. 26 by a recent survey conducted by
the Public Relations Committee of the New .York State
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Bankers Association. The total vote in favor of legislation
requiring Saturday closing of banks throughout the State
was 29,548, and the total opposed was 6,200. The Asso-
ciation also states that answers to a questionnaire which was
distributed to the members of the Bankers Association by
the Committee on Legislation shows that a total of 368
banks opposed Saturday closing through the year, whereas
303 are in favor of the holiday. Saturday closing during
July and August was favored by a vote of 479 to 192 banks.
Breaking down the bank replies by population groups re-
veals that the largest number of banks opposed to Saturday
closing throughout the year are located in towns with a
population of less than 5,000. A majority of banks located
in the five boroughs of New York City favored the five-day
week.

The analysis of bank questionnaire on Saturday closing by
population groups as made publie by the Association follows:

Banks in Group I are located in towns with population less than 5,000.

Banks in Group II are located in towns with population between 5,000
and 25,000.

Banks in Group III are located in towns with population between 25,000
and 50,000. s

Banks in Group IV are located in towns with population over 50,000.

Banks in Group V are located in the five boroughs of New York City.

1 | ||y

Favoring Saturday closing during July & Aug.| 230 17 43
Opposing Saturday closing during July & Aug. 39 13 11

Banks VotIng. ccccececunannn PV, 354 146 30 54

Favoring Saturday closing throughout the year 71 21
Opposing Saturday closing throughout the year|

Banks voting. 354

Favoring Saturday closing during July and August
Opposing Saturday closing during July and August

Favoring Saturday closing throughout the year............. AR SO T
Opposing Saturday closing throughout the year.

Total banks VOUIDE. crvcceeaen Sus RV Eb s r RS sess e e TR
R —— »

National Bank Assets and Deposits on Dec. 30, 1939,
Were Higher Than Any Previous Call Date, Reports
Comptroller of Currency Delano—Assets Totaled
$36,319,267,000 and Deposits Amounted to $31,-
612,992,000 :

Comptroller of the Currency Preston Delano announced on
Feb. 24 that the total assets and total deposits of National
banks in the continental United States, Alaska, Hawaii
and the Virgin Islands of the United States on Dec. 30, 1939,
the date of the last call for condition reports, were higher
than on any previous call date. The total assets of the 5,193
active banks were $35,319,257,000, an increase of $634,581,-

000 over the amount reported by the 5,202 active banks on
Oct. 2, 1939, the date of the previous call, and an increase of
$3,653,080,000 over the amount reported by the 5,230 active
banks on Dec. 31, 1938, the date of the corresponding call
a year ago. The deposits on Dec. 30, 1939 aggregated
$31,612,992,000, increasing $632,299,000 and $3,562,316,000
over the amount reported as of Oct. 2, 1939, and Dee. 31,
1938, respectively. Other details were given as follows in
the Comptroller’s announcement:

Deposits on the last call date consisted of demand and time deposits
of individuals, partnerships and corporations of $14,940,600,000 and
$7,717,408,000, respectively; United States Government deposits of $558,~
795,000; deposits of States and political subdivisions of $2,080,992,000;
postal savings deposits of $30,395,000; certified and cashiers’ checks,
cash letters of credit and travelers’ checks outstanding of $385,017,000,
and deposits of other banks in the United States and in foreign countries
of $5,809,785,000. Savings deposits, included with time deposits of in-
dividuals, partnerships and corporations, amounted to $6,910,303,000 and
represented 16,157,329 accounts.

Loans and discounts, including overdrafts, were $9,043,632,000, an
increase of $279,436,000 since October, 1939, and anincrease of $554,512,000
since December, 1938.

Investments in United States Government obligations, direct and fully
guaranteed, aggregating $9,073,935,000, increased $323,424,000 since
October and $367,976,000 in the year. The direct and indirect obligations
held on Dec. 30, 1939, were $7,117,420,000 and $1,956,515,000, respec-
tively. Other bonds, stocks and securities held totaling $3,737,641,000,
which included obligations of States and political subdivisions of $1,784,-
899,000, decreased $82,797,000 since October and $15,593,000 in the year.

Cash of $615,698,000, balances with other banks and cash items in process
of collection of $5,394,123,000, and reserve with Federal Reserve banks of
$6,493,792,000, a total of $12,503,613,000, increased $128,722,000 and
$2,797,204,000 in the three and 12 month periods, respectively.

The unimpaired capital stock on Dec. 30, 1939, was $1,532,903,000, of
whicl? $211,733,000 was preferred stock and $1,321,170,000 was common
stock.

Surplus of $1,216,222,000, undivided profits of $445,403,000 and reserves
of $210,590,000, a total of $1,872,215,000, increased $11,853,000 since
October and $114,693,000 since December, 1938.

Bills payable, rediscounts and other liabilities for borrowed money
aggregating $2,882,000 decreased $115,000 since October and $2,726,000
in the year. i

The percentage of loans and discounts to total deposits on Dec. 30, 1939,
Y;§828-61. in comparison with 28.29 on Oct. 2, 1939, and 30.26 on Dec. 31,

—————

Stock of Money in the Country

The Treasury Department in Washington has issued the
_customary monthly statement showing the stock of money
in the country and the amount in circulation after deduct-
ing the moneys held in the United States Treasury and by
Federal Reserve banks and agents. The figures this time

The Commercial & Financial Chronicle

March 2, 1940

are for Jan. 3, 1940, and show that the money in pircula—
tion at that date (including, of course, what is held in bank
vaults of member banks of the Federal Reserve System)
was $7,375,682,061, as against $7,598,143,063 on Dec. 31,
1939, and $6,652,873,304 on Jan. 31, 1939, and comparing
with $5,698,214,612 on Oct. 31, 1920. Just before the out-
break of the World War, that is, on June 30, 1914, the
total was only $3,459,434,174. The following is the full
statement :

United
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000
000
000
000
29 000
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a17,931,032,407
25,880
22,177

11879 ___
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MONEY
nd. silver dollars
ubsidiary sllver...
nited States notes.
'ed. Reserve notes.
Total Jan. 31, 1940
Dec. 31 1939..__
Jan. 31 1939....
Oct. 31 1920-..._
Mar. 31 1917._._
June 30 1914.___

Hlver certitloates...
Minor coinevoceeae

‘Treas. notes of 1890

{iver. bullion......

) {1 P
Jan.

Fed. Res. bank notes
National bank notes

Comparative totals:

U
B

@

a Does not include gold other than that held by the Treasury.

b These amounts are not included in the total, since the gold or silver held as
security against gold and silver certificates and Treasury notes of 1890 is included
under gold, standard silver dollars, and silver bullion, respectively.

c This total includes credits with the Treasurer of the United States payable in
gold certificates in (1) the Gold Certificates Fund—Board ot Governors, Federal
Reserve Bystem, in the amount of $12,736,676,182, and (2) the redemption fund for
Federal Reserve notes in the amount of $9,335,515. :

d Includes $1,800,000,000 Exchange Stabilization Fund and $142,593,381 balance
of increment resulting from reduction in weight of the gold dollar.

;olélncludea $59,300,000 lawful money deposited as a reserve for Postal Savings
deposits.

£ The amount of gold and silver certificates and Treasury notes of 1890 should be
deducted from this t before combining with total money held in the Treasury
to arrive at the total amount of money in the United States. .

¢ The money in circulation includes any paper currency held outside the econ-
tinental 1imits of the United States.

Note—There I8 maintained in the Treasury—(i) a8 a reserve for United States
notes and Treasury notes of 1890—$156,039,431 in gold bullion, (ii) as security for
Treasury notes of 1890—an equal dollar amount in standard silver dollars (these
notes are being canceled and retired on receipt), (ili) as security for outstanding
silver certificates—silver in bullion and standard silver dollars of a monetary value
equal to the face amount of such silver certificates, and (v) as security for gold
oertificates—gold bullion of & value at the legal standard equal to the face amount
of such gold certificates. Federal Reserve notes are obligations of the United States
and a first lien on all the assets of the Issuing Federal Reserve Bank. Federal Reserve
notes are secured by the deposit with Federal Reserve agents of a like amount of
gold ocertificates or of gold certificates and such discounted or purchased paper as i8
eligible under the terms of the Federal Reserve Act, or, until June 30, 1941, of
direct obligations of the United States if 8o authorized by a majority vote of the
Board of Governors of the Federal Reserve System. Federal Reserve banks must
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maintain a reserve in gold certificates of at least 40%, including the redemption fund
which must be deposited with the Treasurer of the ©nited States, against

Reserve notes in actual circulation.. **Gold certificates” a8 herein used includes
credits with the Treasurer of the United States payable in gold certificates. Federal
Reserve pank notes and National bank notes are in process of retirement.

—_——

Liquidation of 15 Insolvent National Banks Completed
During January

During January the liquidation of 15 insolvent National
banks was completed and the affairs of such receiverships
finally eclosed, it 'was announced on Feb. 23 by Comptroller
of the Currency Delano. The following details were re-
ported: ;

Total disbursements, including offsets allowed, to depositors and other
creditors of these 15 receiverships, amounted to $16,973,788, while divi-
dends paid to unsecured creditors amounted to an average of 85.82% of
all claims proved. Total costs of liquidation of these receiverships averaged
6.41% of total collections from all sources, including offsets allowed.

Dividend distributions to all creditors of all active receiverships during
the month ef January, 1940, amounted to $1,171,250. Data as to results
of liquidation of the receiverships finally closed during the month are as
follows:

INSOLVENT NATIONAL BANKS LIQUIDATED AND FINALLY CLOSED
DURING THE MONTH OF JANUARY, 1940

Total Dis- | Per Cent | Capital
bursements |Divtdends| Stock at
Date of | Including | Declared | Date of
Name and Location Failure Offsets to All Fatlure
of Bank Allowed |Clatmants
First Nat. Bank in Bessemer, Ala....{12-28-33| $1,312,121 | 99.756%| $100,000
First Nat. Tr. & 8. B., Chico, Calif.__| 7-18-33] 2,387,009 | 91.87% i
‘Washington Sav. Bk., Wash., D.C 12- 7-33 611,735 |110.249, 100,000
Consolidated Nat. Bk., Dubuque 7-14-32| 4,118,808 | 86.37% 500,000
First Nat. Bank, Oberlin, La. 8-23-33 107,164 | 51.76% - 25,000
5-24-32 460,411 | 75.95% 100,000
12- 5-33 651,847 {105.3%, 100,000
First Nat. Bank, Conrad, Mont_._._. 10-25-33 307,889 | 64.2% 75,000
United States Nat. Bank, Deer Lodge,
MONE . ool i st s s S 10-25-32 477,238 | 66.00% 100,000
First Nat. Bank of the Thousand
Islands, Alexandria Bay, N. Y__.__ 12- 7-33 831,347 | 78.513%, 50,000
First Nat. Bank, East Palestine, Ohio.| 1- 3-34| 1,153,643 | 86.44% 25,000
Old National City Bank, Lima, Ohlo..| 4-29-31| 2,015,399 | 71.91% 300,000
First Nat. Bank, Woodsfield, Ohio...| 1~ 2-34 788,397 | 95.88% f
First Nat. Bank, Ellwood City, Pa.._| 1-10-33| 1,295,381 | 94.187% 125,000
Citizens Nat. Bank, Stoughton, Wisc.. 455,399 | 78.53% 50,000

1-10-34

—_—————— |

Tenders of $215,771,000 Received to Offering of $100,-
000,000. of 91-Day Treasury Bilis—$100,464,000
Accepted at Average Rate of 0.0059,

A total of $215,771,000 was tendered to the offering last
week of $100,000,000, or thereabouts, o 91-day Treasury
bills dated Feb. 28 and maturing May 29, 1940, Secretary

‘Morgenthau announced Feb. 26. Of this amount, $100,454,-

000 was accepted at an average rate of 0.005%.

The tenders to the offering were received at the Federal
Reserve banks and the branches thereof up to 2 p. m. (EST),
Feb. 26. Reference to the offering appeared in our issue of
Feb. 24, page 1209. The following regarding the accepted
bids to the offering is from the Secretary’s announcement:

Total applied for, $215,771,000 Total accepted, $100,454,000

Range of accepted bids: :

High 100

Low 99.998 equivalent rate approximately 0.008%

Average price 99.999 equivalent rate approximately 0.005%
(77% of the amount bid for at the low price was accepted.)

—eeme

New Offering of $100,000,000, or Thereabouts, of 91-
Day Treasury Bills—To Be Dated March 6, 1940

Secretary of the Trzasury Morgenthau announced March 1
that tenders are invited to a new offering of 91-day Treasury
bills to the amount of $100,000,000, or thereabouts, to be
sold on a discount basis to the highest bidders. Tenders will
be received at the Federal Reserve banks and the branches
thereof up to 2 p. m. (EST), March 4, but will not be re-
ceived at the Treasury Department, Washington. The
Treasury biils will be dated March 6, 1940 and will mature
on June 5, 1940, and on the maturity date the face amount
of the bills will be payable without interest. There is a
maturity of a similar issue of Treasury bills on March 6, in
amount of $100,945,000. In his announcement of the offer-
ing, Secretary Morgenthau also said:

They (the bills) will be issued in bearer form only, and in amounts or
denominations of $1,000, $10,000, $100,000, $500,000, and $1,000,000
(maturity value). )

No tender for an amount less than $1,000 will be considered. Each tender
must be in multiples of $1,000.  The price offered must be expressed on the
basis of 100, with not more than three decimal places, .e g., 99.125. Frac-
tions must not be used.

Tenders will be accepted without cash deposit from incorporated banks
and trust companies and from responsible and recognized dealers in invest-.
ment securities. Tenders from others must be accompanied by a deposit of
10% of the face amount of Treasury bills applied for, unless the tenders are
accompanied by an express guaranty of payment by an incorporated bank or
trust company.

Immediately after the closing hour for receipt of tenders on March 4,
1940, all tenders received at the Federal Reserve banks or branches thereof
up to the closing hour will be opened and public announcement of the accept-
able prices will follow as soon as possible thereafter, probably on the follow-
ing morning. The Secretary of the Treasury expressly reserves the right to
reject any or all tenders or parts of tenders, and to allot less than the amount
applied for, and his action in any such respect shall be final. Those sub-
mitting tenders will be advised of the acceptance or rejection thereof.

Payment at the price offered for Treasury bills allotted must be made at the

Federal Reserve banks in cash or other immediately available funds on
March 6, 1949-
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The Treasury bills will be exempt, as to principal and interest, and any
gain from the sale or other disposition thereof will also be exempt, from all
taxation, except estate and inheritance taxes. (Attention is invited to
Treasury Decision 4550, ruling that Treasury bills are not exempt from the
gift tax.) No loss from the sale or other disposition of the Treasury bills
shall be allowed as a deduction, or otherwise recognized, for the purposes of
any tax now or hereafter imposed by the United States or any of its Posses-
sions.

Treasury Department Circular No. 418, as amended, and this notice
prescribe the terms of the Treasury bills and govern the conditions of

their issue. ‘

—————

Capital Moved Toward United States in November—
British Holdings However Decreased $120,031,000

The capital movement between the United States and
other countries in. November resulted in a net inflow of
capital to the United States o $18,538,000, accordingfto
figures released Feb. 28 by the Treasury Department. The
inflow in November contrasts with an outflow of $96,796,000
in October. Capital holdings in the United States of the
United Kingdom were reduced no less than $120,031,000.in
November, while the other important belligerents, France,
Canada and Germany increased their holdings. Countries
other than the four mentioned provided the greatest pro-
portion of the offset to the British reduction by increasing
their capital holdings here by $102,637,000. ;

Most of the decrease, in November in British capital in
this country, namely, $95,622,000, was in short-term banking
funds but, on the net, there was an increase of $34,486,000 in
foreign holdings of such funds during the month.

The following tabulation has been prepared from figures
appearing in the February Treasury ‘“Bulletin.”
NET CAPITAL MOVEMENT BETWEEN THE UNITED STATES AND

FOREIGN COUNTRIES, JAN. 2, 1935 TO DEC. 1, 1939
(In Thousands of Dollars—000 Omitted)

United
Kingdom)|

Ger-
many

All

Other Total

vl
675,061/317,464(280,136|154,309|1,577,237|3,004,207
26

France |Canada

Movement in . Short-term
Banking Funds—
Jan. 2, 1935 to Dec. 1, 1939

Of which in November, 1939| - 95,622 22,079| 11,601 3,164| 93,264| 34,486
M ovement in Brokerage
Balances—
Jan. 2,1935toDec.1,1939.| 19,603| 19,029 9,030 24| 29,404/ 77,090
Of which in November, 1939! 141 147 2,706

1,858 627 508
Movement in Transactions ;
in Domestic Securiiies—

Jan. 2, 1935 to Dec. 1,1939_| 338,247 74,900 714| 27,982| 717,825|1,103,704
Of which in November, 1939  22,172| 1,666| 4,168 293 4,972 19,9956
Movement in Transactions|
in Foretgn Securities—
Jan, 2, 1935to Dec. 1,1939.| 124,338| 41,682 26,669| 36,514| 519,539| 695,404
Of which in November, 1939 379 495 2,305 77 4,254 6,752
Net Capital Movement— - o
Jan. 2, 1935 to Dec. 1, 1939_(1,157,249|453,075|263,211|162,865|2,844,005|4,880,405
Of which in November, 1939! 120,031/ 23,613 9,230 3,089/ 102,637 18,538
Heavy-face figures indicate inflow. Light-face figures indicate outflow.
—_—————

President Roosevelt En Route to Washington—Ends
Vacation Cruise During Which He Traveled
Through Panama Canal and Conferred With Canal
Zone Officials

President Roosevelt ended his vacation cruise at Pensacola,
Fla., yesterday (March 1); he planned to board there a
special train for Washington, where he is expected to arrive
at noon to-day (March 2). Associated Press accounts
aboard the U.S.S. Lang at Sea on Feb. 29, reporting the
conclusion of the President’s cruise, said in part:

The President will complete 15-day cruise covering 4,000 miles which
provided an opportunity for an inspection of Papama Canal defenses.
Stops were also made at a half-dozen possibly strategic base islands. De-
fense surveys were combined with the delights of angling.

At noon today the cruiser Tuscaloosa, bearing the President, and the
escorting destroyers Lang and Jouett were about 300 miles out of Pensacola,
and during the afternoon they moved leisurely across the placid Gulf of
Mexico. Tropical weather was left behind, but it was sufficiently warm to
permit sun bathing. Members of the Presidential party joined in a farewell
dinner tonight. LR

President Augusto- 3. Boyd of Panama made the trip
through the Canal on Feb. 27 with Mr. Roosevelt, and later
told the press that he and Mr. Roosevelt were in complete
harmony so far as major problems of the Canal area were
concerned. An Associated Press dispatch on Feb. 27 from
the U.S.S. Lang, which accompanied the Presidential party,
said in part: ‘

President Roosevelt said today that doubling the present number of
planes and guns defending the Panama Canal was necessary for the long-
range defense of the vital link between the Atlantic and Pacific.

Such a long-range program contemplates defense operations extending,
if necessary, throughout Central America and as far south as Ecuador,

Jolombia and Venezuela, he told reporters at a press conference aboard
the cruiser Tuscaloosa after he had completed a thorough inspection of
canal defenses and had started the homeward voyage to.the United States.

[The House Appropriations Committee in Washington yesterday refused
the President’s request for $14,150,000 to start work on a new set of bomb-
proof locks to enlarge the canal on the ground that Congress’was being
asked to commit itself to a “vast and costly’’ undertaking before detailed
plans were available. It also refused to recommend that canal authorities
be given permission to enter into contracts totaling $99,300,000.]

More planes and guns were needed, Mr. Roosevelt said. . . . Headded
that he thought the first thing to do was to finish the present program for
anti-aircraft guns and planes. About half the total of each recommended
by the Army-Navy joint board or actually authorized had been delivered
so far, he said.

The President stated he had discussed in general long-range canal defenses
at a conference aboard the Tuscaloose with Panama's President, Augusto
Boyd, and t,hafc they were in complete agreement.
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"The President stated that Puerto Rico and the Virgin Islands provided
a further Atlantic defense line for the canal, but he wanted to impress
some Congressmen, as well as the people of the United States, that those
islands were contemplated primarily for the defense of the Southern states
on the Atlantic and Gulf of Mexico.

The departure of President Roosevelt from Washington
on Feb. 10 for his vacation cruise was noted in our issue
of Feb. 17, page 1067, and a further item with regard thereto
appeared in these columns Feb. 24 on page 1210,

————————

President Roosevelt Designates April 14 as Pan-
American Day—In Proclamation Asks People to
Observe Occasion as Testimony to Close Bonds of
Friendship Between 21 American Republics

President Roosevelt recently issued a proclamation desig-
nating April 14 as Pan-American Day and asked the people
to observe the day with appropriate ceremonies. Mr.
Roosevelt said the occasion will be especially important
this year because it will mark the fiftieth anniversary of
the founding of the Pan-American Union, which “has con-
stantly fastered the development of closer economie, cul-
tural and juridical relations between the nations of the
Western Hemisphere.” The proclamation follows:

B By the President of the United States of Anierica

il A PROCLAMATION

Whereas in 1930 the Governing Board of the Pan-American Union recom-
mended that April 14 be designated as Pan-American Day in all the
American republics, and that it be established as a commemorative gsymbol
of the sovereignty of the American nations and the voluntary union of all
in one continental community; and

Whereas during the past 10 years Pan-American Day hae been annually
observed and has increased in significance through its emphasis on the
spirit of peace, friendship, and cooperation uniting the nations of the
American continernt; and

Whereas in 1940 Pan-American Day will be especially important be-
cause it will mark the fiftieth anniversary of the founding of the Pan-
American Union, the international organization of the 21 American repub-
lics, which was established in accordance with a resolution adopted on
April 14, 1890, by the First International Conference of American States
and which, during the last half century, has constantly fostered the devel-
opment of closer economie, cultural, and juridical relations between the
rations of the Western Hemisphere; and .

Whereas it is most appropriate that the pcople of the United States
should commemorate this significant occasion and thereby testify to the
close bonds of friendship that unite the Government and the people of the
Huitedﬁtatcs with those of the other republics of the American con-

nent ;

Now, therefore, I, Franklin D. Roosevelt, President of the United States
of America, do hereby order that on April 14, 1940, the flag of the United
States be displayed on all Government Luildings, and do hereby invite the
churches, the educational institutions, the civic associations, and the people
of the United States generally to observe with appropriate commemorative
ceremonies this Pan-American Day and the fiftieth anniversary of the
founding of the Pan-American Union.

In witness whereof, I have hereunto set my hand and caused the seal
of the United States of America to be affixed.

Done at the City of Washington, this twelfth day of February, in the
year of our Lord nineteen hundred and forty, and of the Independence of
the United States of America the one hundred and sixty-fourth.

[SEAL]

[

y FRANKLIN D. ROOSEVELT.
By the President:
CORDELL HULL, Secretary of State,
——— s

Legislation Increasing Capital of Export-Import Bank
by $100,000,000 Passed by Congress—Figland arl:d
China to Receive Further Credits for Non-Military
Purposes—Bank Allots Funds

Congressional actior on the bill increasing the capital of
the Export-Import Bank from 3100,000,000,g to 200,(1))00,000
and makin possible further credits of $20,000,000 each to
Finland and China for the purchase of non-military supplies
in the United States, was completed on Feb. 29 ‘when the
Senate accepted House amendments made to the bill pre-
viously passed b{I the Senate on Feb. 13. The adoption of
the bill by the House was effected on Feb. 28 without a
roll call, by a vote of 168 to 51 and following the acceptance
on Feb. 29 bg the Senate of the House amendments, the hill
was sant to the President for his signature.

The House amendments, which the Senate approved, per-
mit the Export-Import Bank to finance exports of commercial
airplanes to Finland and other countries and denies loans to
any nation in default of its debt to the United States. These
ch&nﬁes were inserted in the bill just prior to its approval by
the House Banking and Currency (gommittee on Feb. 23
by a vote of 18 to 5. Other action by this group was re-
ferred to in our issue of Feb. 24, page 1211. 'ﬁm associated
Press under date of Feb. 28 had the following to say in part
in noting the House approval:

Opposition to the bill as it stood, came from two sources: Those who
thought the United States should go farther in helping Finland and should
avoid whatv was denounced as ‘‘political flim-flamming" by making provision
for a direct loan to the Baltic State; and those who were openly fearful
American neutrality would be jeopardized and the United States ultimately
drawn into the European war. ’

Two important amendments wererejected, one a proposal by Representa-
tive Miller (R.) of Connecticut, to make a direct loan of $20,000,000 to the
Finns, with no restrictions on the purchase of outright war supplies, beaten,
106 to 49; and the other by Representative Kean (R.) of New Jersey, in-

tended to prevent Export-Import Bank loans to any nation in default,

on its obligations to private citizens of the United States. The latter was
defeated, 135 to 86.

According to United Press Washington advices Feb. 28
other amendments rejected by the House were:
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By Representative Hamilton Fish (Rep., N. Y.), to reduce the lending
authority to $20,000,000 and loan that amount to Finland. The vote
was 182 to 35.

By Representative Robert W. Kean (Rep. N. J.), to tighten restrictions
of the Johnson Act; 135 to 86.

The House Rules Committee on Feb. 26 had given the
bill the right of way for action on the floor. The measure
was debated on Feb. 27 but was not called up for a vote until
the following day. The passage of the bill by the House
on Feb. 28 following rejection of a motion by Representative
Sumner of Illinois to recommit the bill to the Committee
with instructions to amend the measure by limiting the loan
authority to $120,000,000 instead of $200,000,000. Earlier
reference to the Congressional action on the bill appeared in -
our issues of Feb. 17, page 1070 and Feb. 24, page 1211.

Jesse Jones, Federal Loan Administrator, -announced
yesterday (March 1) that the Export-Import Bank had allo-
cated $20,000,000 for an additional loan to Finland, had
made a $15,000,000 loan to Sweden, and also had made a
$10,000,000 loan to Norway, which previously had been
tentatively announced, according to the Associated Press.
Mr. Jones said the trustees of the Export-Import Bank
acted after President Roosevelt had advised him that he
would sign a bill increasing the bank’s capitalization by

$100,000,000.
—_—

H. L. Schwamm & Co. Offers to Underwrite Finnish
War Loan Without Cost

H. L. Schwamm & Co., New York investment banking
firm specializing in government and municipal bonds, made
ublic Feb. 24 letters it has written to Senator Pat Harrison
jalmar J. Procope, Finnish Minister to Washington, and
Risto Solanko, Secretary of the Finnish Legation at Wash-
ington, offering to underwrite, without cost to Finland, a
Finnish war loan in this country should the Finnish Govern-
ment undertake such financing in accordance with the recent
U. 8. Senate resolution. The letters suggest that Fm}a.nd
give consideration to the desirability of Fatbqrmng the issue
along the lines of the United States postal savings certificates
or baby bonds. The bonds would be issued in small de-
nominations without coupon, absorbing the interest in the
maturity value. Pass of the resolution by the Congress
is mentioned elsewhere in these columns t y.
——

Hearings in Senate on Recriprocal Trade Agreements
Following Adoption of Resolution by House—
Secretary Hull Says Free Enterprise Depends on
Continuance—Secretary Wallace and Assistant
Secretary Grady Discuss Discrimination of British
and French Against Agriculture

The Scnate Finance Committee on Feb. 26 began hear-
ings on the resolution which would extend the Reciprocal
Trade Agreements Act for three years from June 12. The
House approved the measure on Feb. 23 by a vote of 216
to 168, and brief reference to this action appeared in these
columns of Feb. 24, page 1211. Passage came after the
House, voting 222 to 163, had rejected a Republican motion
to recommit the measure, and throughout an eight-hour
gession had defeated more than 20 amendments to limit
the tariff-making authority. Commenting on the vote in
the House, Secretary Hull said:

I am, and I am sure the supporters of the program everywhere are
immensely gratified at the vote.

In describing passage of the resolution in the House a
Washington dispatch Feb. 23 to the New York “Herald
Tribune” said:

The first and closest test came on an amendment offered by Repre-
sentative Wesley S. Disney, Democrat of Oklahoma, to exclude from the
ecope of the trade treaty program the import excise taxes imposed on oil,
copper, coal and lumber in the Revenue Act of 1932. Coming from the
Democratic side and embodying the controversy over the right of the
State Department to disrupt import excise taxes as opposed to customs
duties, it missed adoption by a‘ narrow margin of 155 to 167. The
amendment was defeated by teller vote, with the House acting in the
committee of the whole and thus not subject to a roll call later.

Then the House disposed of two other major amendments designed to
restore some measure of tariff-making power to Congress. The first, by
Representative Frank OCrowther, Republican of New York, would have
provided for congressional concurrent approval of all trade treaties before
they could be made effective.

Another amendment, by Representative Harry B. Coffee, Democrat of
Nebraska, would have required Senate ratification of trade agreements in
the manner now accorded full-fledged treaties. It was defeated by a
teller vote of 177 to 157, and the' Administration opposition to it was
voiced by Representative John W. McCormack, Democrat of Massachusetts,
when he said: “If this amendment is adopted there will be no reason
for the bill, because this. amendment gives the President no more than
the power he now has under the Constitution.” '

When it became apparent that a score of members were ready with
i able a dments, designed for the most part to exclude farm com-
modities from trade negotiations unless “parity prices” or other ‘‘yard-
sticks” were adhered to, Representative Robert L. Doughton, Democrat of
North Carolina, Chairman of the Ways and Means Committee, forced a
limitation on debate. By a vote of 148 to 73 the House adopted the
“gag” and went on the final passage.

On Feb. 24 Senator Brown of Michigan suggested that
Congress receive the same veto power over trade agree- -
ments that it has over presidential orders reorganizing Gov-
ernment agencies. The reorganization orders go into effect
automatically after a 60-day period unless either branch of
Congress disapproves. Washington Assicated Press ad-
vices, Feb. 24, said:
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Calling his proposal “left-handed approval,” Mr, Brown said it might
be a possible compromise if there were a close vote on a proposal to give
the Senate power to ratify or reject trade agreements. Administration
leaders asserted, however, that the ratification proposal advanced by
several Senators would be defeated.

The first witness to testify before the Senate committee
on Feb. 26 was Secretary of State Cordell Hull. He
asserted that the “survival or disappearance of free enter-
prise in our country and in the world is bound up with the
continuation or abandonment of the trade-agreements pro-
gram.” Secretary Hull read a long statement at the hear-
ing, after which he answered the questions of Senators. In
defending the reciprocal trade program Secretary Hull was
reported in United Press accounts from , Washington,
Feb. 26, as saying: ‘ :

If we were to abandon the program we would reduce to practically
nothing the efficacy of the existing trade agreements as a means of safe-
guarding our exports from the inroads of war-time restrictions. The
need for keeping alive the principles which underlie the trade agreements
program is crucial now, during the war emergency, and will be of even
more decigive importance after the war.

The policy which we have pursued for the past six years, if we only
have the wisdom to continue it, will enable us to place the whole weight
of our  country’s influence behind a determined effort to rebuild inter-
national relationships in such a way that our Nation and all nations can
prosper and be at peace.

From the United Press advices indicated we also quote:

Asked if there was anything “inconsistent’” in conclusion of barter
agreements with China and Great Britain, while on the other hand the
trade program was being pushed, Mr. Hull replied that anything making
progress against adverse economic conditions is justified.
- He opposed all proposals to restrict the program’s operation by requir-
ing Senate ratification or congressional approval. Any such restrictions,
he said, would make the program “‘entirely unworkable.”

Agriculture, labor and industry all would be harmed by abandonment
of the program, he continued. He pointed out that opponents of the
program had offered no substitute except a return to the Smoot-Hawley
regime.

If the nations of the world had followed trade policies ‘“‘conducive to
the fullest practicable development of mutually ' beneficial international
commerce” at the close of the World War, ““world trade would undoubt-
edly have expanded on a healthier basis far beyond the limits actually
attained,” he said.

“Instead, the nations sought escape from their difficulties in constantly
creating greater barriers to trade, effects of which were obscured for a
time by the unhealthy stimulation of reckless borrowing and lending of
the twenties.”

Secretary Hull predicted, according to Washington ad-
vices, Feb. 26, to the New York “Herald Tribune,” that
a substitution of economic nationalism for one of trade
would bring about Government control of business on a
scale never before attempted in this country. He was like-
wise quoted as follows in the same advices:

“Reversion to a policy of extreme protectionism or substitution for the -

trade agreements program of a policy under which we would adopt all
the instruments of economic warfare what have been go disastrously
prevalent in the recent past,” he said, “would not only wipe out our
recent trade gains but would impose upon our people a further national
loss of staggering proportions. ©ur Government would be compelled to
adopt most costly and difficult measures of relief and adjustment and to
regiment the country’s economic activity, And the most astonishing thing
is that courses of action which must inevitably lead to these results are
proposed and advocated by the very people who like to regard themselves
as the real proponents of free enterprise and non-intervention of Govern-
ment in economic life.” &=

Observing that the Administration is viewed as facing
the necessity at an early date of reaching a decision
whether to make use of its powers to protect American
agriculture from trade discriminations imposed by France
and Great Britain or to accept the condition as an unavoid-
able impact of the war, Secretary of Agriculture Wallace
and Assistant Secretary of State Grady, at the hearing on
Feb. 217, it was reported in Washington advices to the New
York “Journal of Commerce,” admitted evidences of dis-
criminations against our commerce by the two belligerents
and that the matter was being given close study by the
Government. The “Journal of Commerce” account con-
tinued, in part:

Mr. Wallace told the committee, intensely interested in the problem,
that the Government undoubtedly has ample powers to meet the situation
if it wished to use them, and intimated that the Department itself would
be tempted to use them but for.the fact that other Departments must
be depended upon in the final choice of a tempered course.

He asked to be excused from revealing the nature of the powers he had
in mind, but it is known that among the types that have been considered
is a proposal setting up an export sales agency which would force Great
Britain and France to take somewhere near normal purchases in order to
get desired quantities of war planes and munitions.

Another proposal is a tax on war materials sold to foreign nations to
provide funds for reimbursing farmers for markets transferred by Great
Britain to the Dominions, Turkey and France. . . .

The three courses open to the United States, the hearing revealed, are
to “sit back and take it” until- the war ends, rely on continued negotia-
tion with the British and French Governments, or resort to use of the
“ample powers” which the Government possesses but is reluctant to
employ.

“The question is,”” Senator La Follette (Prog., Wis.) said in calling
attention to the way in which the Allies have cut off our trade and dis-
tributed it among their Dominions and Allies, “are¢ we in a position to do
something in defense of the farmer if we just have the guts?” . . .

Secretary Wallace replied that we have to be *‘realistic’”” about the
matter, adding that France and England are very anxious to buy but
their resources are limited. He said that if farm acreage were expanded
by forcing France and Great Britain to buy large quantities of American
products, the greatest peril and gravest problem of -agricultural adjust-
ment would come after the war.

Senator Barkley (Dem., Ky.) took up the subject in reference to
tobacco and indicated that there is immediate hope of getting back eome
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of the French market for burley. He said that he was advised recently
by one of his constituents that he is again receiving requests from French
purchasers for the tobacco. ,

In connection with British tobacco purchases, it is understood that -
Great Britain, which has been buying 200,000,000 pounds of all types
from the United States annually, can get only 20,000,000 pounds from
Turkey and therefore part of the British market eventually is likely to be
restored. Secretary Wailace indicated to the committee that he expects
to confer soon with British Ambassador Lord Lothian on both the tobacco
situation and the embargo on ‘American apples.

—_——

Senate Committee Votes to Extend Hatch Law to State
Employees Receiving Pay from Federal Funds—
Would Outlaw Political Activity

The Senate Election Committee approved on Feb. 23, by
a six to three vote, a bill to outlaw “pernicious political
activity” by any of the half million State employees who
receive part of their pay from Federal funds. The legisla-
tion, drafted by Senator Carl A, Hatch, Democrat of New
Mexico, would extend to such State employees the pro-
hibitions which the Hatch Act of last year placed on Fed-
eral employees. In describing the bill, Washington Associ-
ated Press advices of Feb. 23 stated: :

As approved by the committee the bill would leave it to the Civil
Service Commission to enforce the propositions against political corecion
of State employees in any presidential, senatorial or congressional election.

The Commission would define the specific political activities which
would be cmpowered to investigate any complaints made to it.

If the Commission found that the law had been violated, it could order
the Federal agency which dispenses funds to the offending State bureau
to withhold “funds sufficient to prevent violations.” .

The bill also would provide for prosecution of State administrative
officials who used their authority to interfere with or control elections
in which Federal officers were elected. Penalties for violations would
be a year in jail, $1,000 fine, or both.

Elected and policy-making State officials would be exempted.

The text of the Hatch Act, passed in 1939, was given in
these columns of July 29, page 660.
—_——

Senate Passes $107,079,000 Appropriation Bill for State,
‘Justice, and Commerce Departments—Retains Pro-
vision for Funds for Salary of Russian Envoy

Providing for an. appropriation of $107,079,000, the Sen-
ate on Feb. 26 passed the supply bill for the State, Justice
and Commerce Departments and sent the measure to con-
ference with the House. When the bill was reported to
the House by its Approriations Committee on Feb, 24 it
called for $107,241,000. This figure was an increase of
$15,340 over the amount voted by the House on Feb. 8
(noted in our issue of Keb. 10, page 919). Concerning the
changes made in the Senate, Washington United Press ad-
vices of Feb. 26 said:

Without roll call votes, members defeated an amendment by Senator
Henry Cabot Lodge Jr. (Rep., Mass.) to withhold funds for payment of the
salary of the United States Ambassador to Moscow ; deleted $162,000 for
hiring trade specialists in the Commerce Department, and turned down a
$20,000 item to defray . expenses of American delegates to the Inter-
Parliamentary Union,

Approximately $5,000,000 in economies was involved in the action
taken by the two houses. .

The Senate economy bloc was successful today in removing the appro-
priation to hire experts to promote trade between this country and South
America. The fight was led by Senator Lodge, who was joined by several
Democrats, including Senators Guy M. Gillette (Dem., Iowa) and Rush D.
Holt (Dem., W. Va.).

A spokesman for the Commerce Department issued a statement tonight
regreiting the Senate’s action.

“The Senate’s desire for economy is understandable, but it is interesting
to note that the Department is now operating at a cost at least 156% less
than in 1932,” the statement said. .

The cry of “junket” went up before the Senate voted 43 to 27 against
the Inter-Parliamentary Union item, which had been deleted from the
House-approved bill by the Senate Appropriations Committee and which
Majority Leader Alben W. Barkley (Dem., Ky.) pleaded with his colleagues
to restore.

As finaily approved, the bill carried $20,140,500 for the State Depart-
ment, almost $34,000,000 for the Commerce Department, and $41,243,000
for the Department of Justice.

——————

House Passes $90,069,139 Deficiency Bill—Includes
$60,000,000 for Farm Benefit Payments and $6,-
000,000 for Housing Census—Committee Acts Fol-
lowing Advices from President

The House on Feb. 26 passed and sent to the Senate a
$90,069,139 deficiency bill designed to meet emergency
needs of various Government agencies until July 1. The
measure as reported earlier in the day by the House Appro-
priations Committee had been cut $4,020,704 below budget
estimates. Included in the bill is a $60,000,000 item to be
made available immediately to the Agriculture Department
to pay soil conservation claims. Chief debate on the bill
centered on a $5,000,000 housing census fund, and a motion
to recommit the bill to committee to eliminate this item
was defeated by a roll call vote of 197 to 137. In United
Press accounts from Washington, Feb. 26, it was stated:

The housing census item was attacked first by Representative Daniel A.
Tieed, Republican of New York, as a violation of the bill of rights. He
gave the debate a political flavor by injecting the third-term issue.

Representative John Taber, Republican of New York, said opposition
te the questions is growing throughout the country. . . .

Several Republicans in both House and Senate have been hammering
at census questions relating to personal income and home financing. A
Senate subcommittee will consider on Wednesday [Feb. 27] a proposal to
eliminate such questions.
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Representative John E. Rankin, Democrat of Mississippi, charged that
Republicans were using the census to attack the- Administration through
Mr. Hopkins. )

Mr. Reed charged that in asking questions about income the census
takers were attempting to ‘nibble away by degrees the most priceless
heritage of Americans—the Bill of Rights.”

“This attempt to select 120,000 local political appointees (census takers)
armed with tke authority of law to invade 30,000,000 American homes to
pry into their private affairs is a violation of the Bill of Rights,” Mr.
Reed shouted.

From Washington Associated Press advices, Feb. 26, we
take the following regarding the House action on the bill:

In asking the $60,000,000 now, Sccretary Wallace had .proposed that
next year’s fund for farm benefits be reduced the same amount.

A radiogram from President Roosevelt, cruising off Central America,
prompted the last-minute approval of the additional money for farm
benefits.

The committee acted speedily when the President sent word that he
had approved a budget estimate for the money—which will supplement
$500,000,000 already appropriated for current benefit payments.

Secretary Wallace and Congressmen agreed that the appropriation for
next year would be reduced by $60,000,000 to keep the two-year total
at the usual $1,000 000,000,

The total included $90,000 for the pay of 45 eecret service agents and
five clerks to guard the President and his family “in view of the con-
ditions in this country ariging as a result of the wars in Europe.”

Principal cuts were $1,000,000 each from a proposed $3,000,000 fund
for insect control; from $8,000,000 asked for Grand Coulee Dam, Wash-
ington and Oregon, and from $6,000,000 asked for the Central Valley
Project, California,

Among the larger items in the bill were $1,017,000 to the Bureau of
Reclamation for the Rio Grande project, New Mexico and Texas; and
$1,000,000 to the same bureau for the Boulder Canyon project.

The Civil Service Commission, which reported a heavy backlog of
ungraded examination papers, was granted $225,000, representing a
§200,000 cut from the President’s request.

In addition to the various sums appropriated, the committee gave the
Work Projects Administration authority to use an additional $3,950,000
from funds previously provided for administrative expense.. The com-
mittee said that in holding WPA to $50,000,000 for this class of expendi-
ture it has been “too drastic.”

The original WPA request for administrative expense during the cur-
rent year was $70,000,000,

Among the items approved was $1,081,000 for the Department of State
in connection with the repatriation of United States citizens during the
European crisis last fall.

Authority was approved by the committee for the Wage-Hour Division
to transfer $80,000 from its funds for salaries this year to other purposes.

—————m

House Passes $203,472,667 for Non-Military Functions
of War Department—Funds to Build Third Set of
Panama Canal Locks Denied

On Feb. 29 the House passed and sent to the Senate an
appropriation bill carrying $203,472,567 for the non-military
activities of the War Department. The appropriation is
$16,609,134 below President Roosevelt’s budget estimate.

The House backed up its Appropriations Committee by
failing to restore President Roosevelt’s request for $15,000,-
000 in direct appropriations and $99,300,000 in contractual
authority to begin eonstruction of a third set of locks at the
Panama Canal. As the bill was reported to the House on
Feb. 27 by the Committee, it carried only $850,000 to be
used for plans and specifications for the mew locks; this
amount the House approved.

Passage was reported in a Washington dispatch Feb. 29
to the New York “Herald Tribune” as follows:

Before passing the appropriation bill, the House wrote in two amend-
ments, one of which, Administration leaders warned, constituted a viola-
tion of the Panama Convention...Offered by Representative Fritz Lanham,
Democrat, of Texas, it would deny funds after Jan. 1 to be used to pay
the salaries of skilled technical or administrative workers in the Canal
Zone who were not American citizens.

The other amendment, by Representative James Van Zandt, Republican,
of Pennsylvania, would bar funds for its employment of aliens in projects
n the continental United States.

No effort was made to increase the bill's funds for rivers and harbors
and flood control projects, only slightly reduced below budget estimates.
The bill provides $66,721,510 for rivers and harbors work, $70,000,000 for
general flood control projects, and $30,000,000 for Mississippi River flood

I —

‘control work, -

Senator Barkley Outlines Plan for Early Adjournment
of Congress

Adjournment of Congress by June 1 was indicated Feb.
29 when Senator Barkley of Kentucky, Majority Leader,
who said that the only program that has beén devised for
the rest of the session is passage of remaining annual supply
bills, the Reciprocal Trade Agreements Act continuance
resolution, and the Hateh bill broadening existing law
restraints upon public officials engaging in polities. In
reporting this, Washington advices Feb. 29 to the New
York ‘“Journal of Commerce” added:

He added, however, that this does not mean that all other measures
are being abandoned, but only that special attention is to be given these
items. The omnibus railroad bill, he thought would be out of the conference
committee in time for final action before adjournment. )

It was believed significant, however, that the majority leader failed to
include any mention of labor legislation in his program—either amend-
ments t0 the National Labor Relations Act, or amendments to the Wage-
Hour Law—for which there is much agitation, particularly in the House.

The third item on the program—the Hatch bill—will come before the
Senate Monday [Mar. 4.] Mr. Barkley announced on the floor of the Senate
today that the measure would be called up then after he has addressed the
Senate on the seventh anniversary of the New Deal. The trade agreements
resolution is expected to be ready for Senate approval in about ten days.
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Senate Subcommittee Named to Make Study of Excess
or Stagnant Savings

A Subeommittee of the Senate Banking and Currency
Committee was appointed on Feb. 21 to make a study (,)f
excess or stagnant savings and their effect on the country’s
economy. The Subcommittee, composed of nine members,
is headed by Senator Wagner (Dem., N. Y.), who is also
Chairman of the Full Committee. Washington advices of
Feb. 21 to the Baltimore “Sun.”

Under the terms of a resolution adopted by the Full Committee.'the
Subcommittee will “investigate and determine if excess or stagnant savings
are accumulating’in the United States.’” If it finds this to be the case, the
Subcommittee will “‘investigate and seek to determine what, if any, legisla-
tion should be recommended in relation to such excess or stagnant savings.”

The Subcommittee’s inquiry will be part of a general investigation, being
directed by the Full Committee, into national monetary and banking
questions. ) g

Passage of the resolution calling for study of national
banking policy was referred to in our issue of Aug. 12,

page 959.
—_—

Former President Hoover Urges Congress to Vote Up to
$20,000,000 for Polish Relief—Testifies Before
House Committee

Former President Herbert Hoover testified before the

House Foreign Affairs Committee on Feb. 29 recommending

that Congress appropriate $10,000,000 to $20,000,000 for

Polish relief. Making his first appearance before a Con-

gressional Committee since he was Secretary of Commerce

12 years ago, Mr. Hoover said he had no doubt that “the

whole of Europe will be a spot of starvation when the war is

over.” Inreporting the matter, Washington advices Feb. 29

to the New York “Times” said: ‘

Seven bills authorizing amounts from $10,000,000 to $20,000,000 for
European relief are before the Committee. Mr. Hoover testified in behalf
of the objective of these measures. . . .

Mr. Hoover outlined the situation in Poland, saying that the need would
come in the central area—the Gouvernement General—as distinct from the
western section taken over by Germany and the eastern part occupied by
Russia.

This central region normally had a population of 12,000,000 to 14,000 ,~
000, he said. It normally had food enough for 8,000,000 persons, but large
“‘transfers of Poles and Jews” from the area incorporated into Germany and
““migration” from Russian-held territory, Mr. Hoover went on, had largely
increased the numbers for whom food must be shipped into the area.

Mr. Hoover said the minimum cost of feeding one person had been esti-
mated, at wholesale, to be $1.50 to $1.75 a month,

Mr. Hoover traced the history of the relief movement for Poland and said
that emissaries were consulting the German and Allied governments in an
endeavor to work out an agreement for food shipment and distribution.

“There must be neutral supervision of the distribution to insure that the
relief goes to the people for whom it was intended,” he said, adding that a
form of trusteeship was proposed for the central relief agency to insure that
it be absolutely neutral, .. . .

Mr. Hoover said he thought it would be desirable, in formulating legisla -
tion, to leave to the President the determination of the organization to be
charged with the task. .

Mr. Hoover said the German Government had given the American Red
Cross “‘ample facilities for sending their supplies and the British Govern-
ment has approved them sending their supplies through the blockade.”

The Germans want some supervision over the distribution, he said, this
being one of the disputed points on which terms had not been reached with
the British and German Governments.

Mr. Hoover was before the Committee, of which Representative Sol
Bloom of New York is Chairman, for 45 minutes. He later conferred with
Lord Lothian, the British Ambassador, and Count Jerzy Potocki, Polish
Ambassador. .

R —
United States Supreme Court in 5-3 Ruling Refuses to
Pass on Constitutionality of Florida Law Fixing
Citrus Fruit Prices—Returns Case to Lower Court

The United States Supreme Court on Feb. 26, by a 5-3
ruling, refused to pass upon the constitutionality of the
Florida cost-of-production law, returning the case to the
lower courts for hearings on the present injunction order
against the operation of the law. 'A Washington dispatch
Feb. 26 to the New York “Journal of Commerce’” added:

The law under attack by a group of independent fruit canners is de-
signed to protect citrus growers of the State against unduly/ low prices
for their products by authorizing a commission, upon complaint of 50%,
of the growers, to establish a legal price minimum for the products.

Minimum Price Set

In attempting to enforce the suspended law the State Citrus Commission
has fixed a minimum price for grapefruit for canning of 32 cents a box.
The canners have protested that the operation of the law would either force
them out of business or to operate at a loss."

Enjoining the enforcement of the law, the State court held the act to be
unconstitutional because it deprives canners of their property without
due process of law, and because it unfairly discriminated in favor of cooper-
atives and grower-owned canneries.

In the majority opinion of the Court, Justice Roberts declared that the
lower court ‘‘committed serious error’’ in making a finding that the law
was invalid because the question of validity of the Act was not before it.
He said that the proper question for consideration was whether the case
made by the canners ‘raised serious questions, under the Federal Consti-
tution and State law, and disclosed that enforcement of the Act pending
final hearing would inflict irreparable damages."”

““The observations made in the course of the lower court opinion are not,
in any sense, findings of facts upon these vital issues,” he said:

““The appellees’ principal attack upon the statute, based upon the Con-
stitution, centers on its regulation of prices. The mere fact that the Act
fixed prices is, in itself, insufficient to invalidate it; and allegation of that
fact does not raise substantial Federal questions.

‘“The presumption that an Act fixing prices is constitutional would re-
quire the denial of a temporary injunction, except in extraordinary situa-
ations. Findings to support a conclusion against constitutionality would

need to be unequivocal.” i
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Justices Dissent

In a strong dissent from the majority opinion, Justices Frankfurter,
Black and Douglas, contended that the matter should not be left hanging
over next year's crop but should be decided by the Court now.

““The price level here challenged was not hastily or crudely fixed,” the
minority opinion stated. ‘It was the result of an approved modern method
of dealing with the complexities of such a problem. The price was not
fixed directly by statute. It was ascertained under appropriate safeguards
by a body established to carry into apt result the legislative policy for as-
suring the grower returns at least equal to the cost of productions.

“I do not believe we should now let this bill hang over next year's crop.
‘We ought not to encourage the use of the judicial process for such un-
justifiable attempts to set aside a State law by allowing them to be success-
ful in result even though legally err P

The minority took the position that the Florida law is ‘‘obviously con-
stitutional,” a position which the majority did not challenge, but appeared
on the other hand to confirm in contending that an Act is not to be con-
sidered unconstitutional simply because it provides for price fixing.

—_—

United States Supreme Court Refuses to Review Con-
viction of Federal Judge Martin T. Manton

The United States Supreme Court on Feb. 26 reiused a
plea from Federal Judge Martin T. Manton of New York to
give him a final chance to vindicate himself “for the honor
of the American judiciary.” Judge Manton’s appeal to the
Court was referred to in the “Chronicle” of Jan. 27, page 621.

In commenting on the ruling re jecting Judge Manton’s
plea, Associated Press Washington advices of Feb. 26 said:

The Court refused to hear his appeal from a conviction for conspiracy to
sell Judicial favors when he was senior Judge of the Federal Circuit Court
of Appeals at New York, on which he had served 22 years.

Judge Manton was sentenced in June to serve two years in prison and
pay a $10,000 fine—the maximum sentence under the charge—but has been
free in $10,000 bail pending final appeal. He might file a petition for a
rehearing by the Supreme Court within 25 days, but the action would
not require the lower court to grant him a further stay from prison.

In discretionary matters of this kind the Supreme Court is not required
to state the reasons for its actions nor how its nine Justices voted, and it
did not do so in this case. It rejected the appeals of Mr. Manton and
George M. Spector, an insurance agent convicted with him, with the
notation:

The petitions for writs of certiorari in these cases are denied. Mr.
Justice Stone and Mr. Justice Murphy took no part in the consideration
and decision of these applications.

Mr. Manton’s lawyers had attacked his conviction on 10 technical
grounds and argued that “from a broad viewpoint it serves no public
policy for a high Judicial officer to be convicted of a judicial crime. It
tends to destroy the confidence of the people in the courts.”

“The case started in the New York County District Attorney’s office,
by his investigation,” they said, “and it is not impossible that in the strife
of politics, by newspaper statements and otherwise, petitioner has been
severely injured.

“Petitioner would welcome this Court’s granting certiorari herein,
believing that if petitioner is unable to clear himself before' this court,
he deserves any denunciation this Court might give.”

PR

United States Supreme Court Reverses Circuit Court
Decision Which Upheld Avoidance of Federal Sur-
taxes on Income from Trust '

The United States Supreme Court ou Feb. 26, io a decision
delivered by Justice Douglas reversed a ruling by the Eighth
Federal Circuit Court which had held that George B. Clif-
ford Jr. of Minneapolis need not pay a Federal income tax
for 1934 on the net income from a trust. Justices Roberts
and McReynolds dissented. Stating that the Justice De-
partment had declared that the Circuit Court findings

- furnishes taxpayers precisely the type of loophole which
Congress has been assiduous in attempting to prevent.”
Associated Press advices from Washington on Feb. 26 like-
wise said: :

The Circuit Court ruling, the Department of Justice contended, per-
mitted ‘‘the avoidance of surtaxes by a device which, to the average man,
means a mere change of bookkeeping methods rather than a substantive
alteration of his financial status.”

Defending the $2,756 deficiency tax assessment, the Department of
Justice said the net income from the trust was to be paid to Mrs. Clifford
or be held by Mr. Clifford.

The trust was to terminate in five years or upon the earlier death of
either Mr. or Mrs. Clifford.

Upon the termination of the trust, the property was to be restored to
Mr. Clifford or his estate, but any undistributed net income was to be treated
as the property of Mrs. Clifford.

“The transfer made by the taxpayer did not in any real sense change
his economic position,’’ the Justice Department asserted.

In his opinion Justice Douglas said that ‘‘to hold otherwise wouldbe to
treat the wife as a complete stranger; to let mere formalism obscure the
normal consequences of family solidarity; and to force concepts of ownership
to be fashioned out of legal niceties which may have little or no significance
in such household arrangements.”

Justice Roberts, who wrote the dissenting opinion, said the majority
decision “disregards the fundamental principle that legislation is not the
function of the Judiciary but of Congress,” Judges, he said, ought to read
the Act to cover nothing more than Congress has specified.”

——————

United States Supreme Court Upholds NLRB in Suit
by C. I. O. Union—Decision in Proceedings Affect
ing Consolidated Edison Co. of N. Y. Holds Board
and Not Unions May Act to Compel Compliance
with its Orders

The United States Supreme Court on Feb. 26 unaminously

decided that the National Labor Relations Aet empowers

only the National Labor Relations Board, and not labor
unions, to take the initiative in compelling employers to
comply with Board orders. The “Wall Street Journal” in
reporting from Washington, in its Feb. 27 issue, the con-
clusions of the Supreme Court said in part:
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In short, the Wagner Act does not provide private persons or labor
unions with an administrative remedy, as a matter of right, for the redress
of their claimed private wrongs.

This was the substance of the ruling by the United States Supreme Court
Yesterday when it rejected a plea by a Congress of Industrial Organizations
union that the Consolidated Edison Co. of New York be cited for contempt
of court because it allegedly failed to carry out an order of the Labor Board.
The Board itself, the Court decided, is the only proper party of initiate
such an action.

Labor unions may bring to the attention of the Board what they feel are
“‘unfair practices” in violation of the law, as they have and will undoubtedly
continue to do. But there, the Supreme Court said, the rights of the union,
or any individual, under the law end. Only the Board can bring a legal
complaint; and if it chooses not to do so, the union is apparently without
further recourse. Only the Board can “follow through” into the courts.

This decision should dispel a somewhat popular misconception as to the
purpose of the Wagner Act and the methods it provides for protecting
workers against improper acts by employers. In that sense it does much
to clarify the law. But in reality the decision does no more than establish
judicial precedent for an interpretation of the law originally advanced by
the House labor committee when it reported out the measure.

. No Private Right of Action

“No private right of action is contemplated,” said the House Committee
of the bill. *“‘Essentially the unfair labor practices listed are matters of
public concern, by their nature and consequences, present or potential;
the proceeding is in the name of the Board, upon the Board’s formal com-
plaint.” Chief Justice Hughes, who delivered yesterday's Court opinion,
did little more than adopt this view.

The popular misconception—i.e., that labor unions bring the action or
that the Board does so on their behalf—probably arises from the fact that
the Board uses the word ‘‘complaint’ to designate the petitions which the
unions present requesting a Boards investigation of a particular situation.
Actually, these are not legal complaints and the Boards may ignore them.

As an analogy for this situation, Chief Justice Hughes drew upon the
Federal Trade Commission Act and recall the high court’s decision in ¥TC
vs. Klesner. There, the Court pointed out, a person who feels himself
aggrieved by the use of an unfair method of competition is not given the
right to institute before the C ission a complaint against the alleged
wrong-doer. He may only bring the matter to the Commission's attention
and request it to file a complaint; thereafter his legal connection with
the matter ends except that he may be called as a witness.

Similarly, the Chief Justice opined, a charge of unfair labor practice may
be presented to the Board, but the person or group making the charges does
not become an actor in the proceeding. ‘It is the Board, and the Board
alone or its designated agent, which has the power to issue its complaint
against the person charged with the unfair labor practice,” he wrote.

The Chief Justice’s opinion rests upon his view of the interpretation of the
‘Wagner Act. In this interpretation, unfair labor practices are vested with
a “public interest’” under certain conditions and it is the “‘public interest’
rather than the private interests of any individual or group over which the
Labor Board is directed to cast its protecting wing.

Any individua] or group, of course, can ‘‘contest’ a Labor Board order if
aggrieved by it; but under this ruling they can do nothing to enforce it,
.even if they are aggrieved by the failure to enforce.

Case of Consolidated Edison Order

The specific question raised by the Consolidated Edison case was whe ther
a union can bring action to compel the carrying out of & Board order after
ite enforcement previously has been granted by the courts. In other
words, if an employer still refuses to carry out a Board order even after
directed to do so by the courts—as alleged by the union in this case—
can the union bring further action to penalize the employer?

Here again the Supreme Court ruled that the individual, or union, is
without legal rights and only the Labor Board can pursue the case further.

“Ag the Court has no jurisdiction to enforce the order at the suit of any
private person or group of persons,” the Chief Justice declared, ‘“‘we think |
it is clear that the Court cannot entertain a petition for violation of its
decree of enforcement save as the Board presents it."

——p—

Allegations by Federal Government Against Southern
Pine Association and Others Under Anti-Trust
Act—Association Denies Illegal Activities and
Enters into Consent Decree to Obviate Protracted
Litigation

Fines totaling $12,000 were imposed in the Federal Court
at New Orleans on Feb, 21 against three of the largest
organizations in the .country identified with the produc-
tion and distribution of Southern pine lumber followin;;
their pleas of nolo contendere to an indictment alleging, it
is said, violation of the Sherman Anti-Trust Act. From
United Press accounts from New Orleans, Feb. 21, we take
the following: .

The indictment charged that the Southern Pine Association and the
Southern Pine Lumber Exchange compiled and distributed reports on pro-
duction, orders and shipments “which did not reflect the true Southern
pine industry,” and that the defendants, by “approving” certain dealers,
grade-marking lumber after inspections, agreeing on price standards and
other practices controlled the industry in Virginia, the Carolinas, Georgia,
Florida, Alabama, Mississippi, Louisiana, Texas, Oklahoma and Tennessee.

In part, the New Orleans “Times-Picayune” of Feb., 22
stated:

The Southern Pine Association, New Orleans, whose membership exceeds
975 Southern pine mills, was fined $10,000; W. S. Cloud, New Orleans,
doing business as the Southern Pine Lumber Exchange, $1,000, and the
National Association of Commission Lumber Salesmen, Cleveland, Ohio,
$1,000.

In addition to the fines levied under the criminal indictment, civil
actions were filed against the defendants under which consent decrees
were entered restraining them from repetition of the practices complained
of in the indictment and providing for different trade practices. . . .

The Southern Pine Association, whose membership extends over at least
11 Southern States, through some 30 directing companies, referred to in
the indictment as *‘co-conspirators,” first was accused of compiling and
issuing statistical data through which members were kept informed of
movements, destinations and prices of lumber. . . .

By the consent decrees entered against the defendants and “‘co-conspira-
tors,” all acts complained of in the indictment are foresworn by them, with
a divorcement of grading, rules and inspection service, and no association
mark may be used exgept those of individual mills.

Further, the orders require that each association in the Southern pine
region may name one member from each State to membership of a Board

!
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of Governors, and that any mill wanting lumber inspection may obtain
it at cost. To offset the associations’ membership, mills in each State
may name two members from each State to the Board of Governors.

Other restrictions covering general phases of production, production
schedules and prices were included in the decrees, to guarantee enforce-
ment of which the court here will hold perpetual jurisdiction, according
to George Stinson and Fred Autry, members of Mr, Clark’s staff,

Mr. Clark is special assistant to the United States Attor-
ney General. The statement issued in the matter by the
Southern Pine Association is taken as follows from the
“Times-Picayune” r

The Southern Pine Association in these proceedings was in no manner
singled out for investigation by the Department of Justice because of any
suspected flagrant viclation of law, but the inquiry into the Association’s
affairs and the subscquent proceedings are a part of the Governments
investigation of the entire building industry of the country, which has for
its purpose the prevention of practices in restraint of competition and
trade in the building industry.

The Southern Pine Association is in complete sympathy with the
purpose of the investigation, and, in fact, has always endeavored to lower
the cost of home building and to provide the proper kind of lumber for
home construction.

The Southern Pine Association did not and does not admit any illegality
in its activities as alleged in the complaint filed by the Government,
and did not sponsor any such illegal activities. The Association never has
undertaken and does not desire to undertake any activities in contravention
of the anti-trust laws, but rather than interrupt or hinder the Association’s
widespread program of benefits and service to the industry, and to obviate
any large expense that might be caused by protracted litigation, with the
resulting confusion in the industry and uncertainty on the part of sub-
scribing manufacturers, the Association thought it wise to enter into the
censent decree,

The Association, in conducting its activities over a period of 25 years,
has always been mindful of the public interest and will continue to operate
to the end that the public will be protected in its purchases of lumber.
Throughout the 25 years of its existence all affairs of the Association
have been conducted openly and above-board, and its complete records
and files always have been readily available to authorized public officials,

The consent decree requires the separation of the grading rules, inspec-
tion, standardization, and grade-marking activities from the other activities
of the Association, which comprise trade promotion, traffic and freight
rates, statistics, conservation and legislative problems of the industry.

Ir the decree a plan is set forth for the establishment of a Southern
pjne inspection bureau, within the Association, under whose jurisdiction
all matters relating to grading rules, standardization, inspection and
grade-marking will be handled at actual cost of its services.

This bureau will be autonomous, guided by a Board of Governors
selected by the subscribers to the bureau, It was because of the semi-
public nature of the grading, inspection and grade-marking service that
all interested have agreed that it should be handled on the basis outlined
in the decree, separate from the other activities of the Southern Pine
Association,

’I:he Southern Pine Association always has made all of its services
available to all manufacturers of Southern pine -who were qualified to
mget the required standards of manufacture, grading, &ec., without dis-
cnmi_nation, and the 'Association already had made inspection and grade-
marking eervices available on an actual cost basis to all manufacturers of
Scuthern pine without discrimination and regardless of affiliation with the
Southern Pine Association,

——————

SEC Integration Starts—Acts Against Electric Bond &
harg Co. and Engineers Public Service Co. Under

. Holding Company Act—Seven Others Next in
Line—Management Plans Are Wanted—Step is
Held to be Neither Punitive Nor Prosecutory Move

The Securities and Exchange Commission Feb. 29 an-
nounced the institution of proceedings under Seetion 11
(b) (1) of the Publie Utility Holding Company Act of 1935
with Jrespect to Electric Bond and Share Co. and Engineers
Public Service Co. . The Public Utility Holding Company
Act provides in Section 11 (b) (1) that public utility holding
companies shall be limited to the control of a single integrated
public utility system and to such additional integrated
systems as meet the applicable provisions of the statute.

The Commission’s detion was taken in notices served on
the two l;oldlng companies. The notices allege in each case
that it appears to the Commission that the holding company
system is not confined in its operations to a single integrated
public utility system. The notices give each company an
opportunity to make an answer and to present its own views
as to what action, if any, the company believes it should take
to comply with the standards of Section 11 (b) (1) of the Act.
Such answers are called for by April 6, 1940. While publie
hearings in these_ two proceedings have been tentatively
scheduled for Apnl.26, 1940, precise dates for the hearings
will not be fixed until the Commission has had an opportunity
to study the answers made by the companies and to ascertain
the scope of the Issues raised therein. ~At the public hearings
each company will be entitled to present witnesses with
respect to the Commission’s allegatons and with respect to
whether the company’s “additional” system are such that
they may be retained under the provisions of the law.

The Electric Bond and Share Co., is the largest public utility holding
company system in the United States. With executive office located in
New York City, the top holding company controls, directly or indirectly,
electric companies operating in 26 States and gas companies operating in
12 of those States. The electric companies (not including American &
Foreign Power Co., Inc. and its subsidiary companies or American Gas and
Electric Co. and its subsidiary companies) operate in Alabama, Arizona,

Arkansas, Colorado, Florida, Idaho, Towa, Kansas, Louisiana, Minnesota, °

Mississippi, Missouri, Montana, Nebraska, Nevada, New Mexico, North
Carolina, Oregon, Pennsylvania, South Carolina, Tennessee, Texas, Utah,
Washington, Wisconsin and Wyoming. The gas companies (not including
American & Foreign Power Co., Inc. and its subsidiary companies or Ameri-
can Gas and Electric Co. and its subsidiaries) operate in Arizona, Arkansas,
Florida, Louisiana, Mississippi, Montana, Oregon, Pennsylvania, Ten-
nessee, Texas, Washington and Wisconsin.
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Among the subsidiaries of Electric Bond & Share Co. listed in the Com-
mission’s notice are American Power & Light Co., Pacific Power & Light
Co., Electric Power & Light Corp., Utah Power & Light Co., National
Power & Light Co. and American & Foreign Power Co., Inc., all of which
are also registered holding companies under the Public Utility Holding
Company Act. The notice also lists 36 electric and gas utility subsidiaries
of the Electric Bond and Share Co. and 45 subsidiaries which are non-
urility companies.

The Engineers Public Service Co., also with headquarters in New York
City, controls electric companies operating in 15 different States and gas
companies operating in three of those States. The electric companies
operate in Colorado, Florida, Georgia, Iowa, Kansas, Louisiana, Missouri,
Nebraska, New Mexico, North Carolina, South Dakota, Texas, Virginia,
Washington and Wyoming. The gas companies operate in Louisiana,
Virginia and Washington.

The electric and gas subsidiaries are Western Public Service Co., Key
West Electric Co., S8avannah Electric and Power Co., Northern Kansas
Power Co., Gulf States Utilities Co., Missouri Service Co., Mesilla Valley
Electric Co., Virginia Electric and Power Co., El1 Paso Electric Co., and
Puget SBound Power & Light Co.

Any State, State Commission, or municipality affected and any interested
security .holders or consumers may apply to the Commission to intervene
in the proceedings as provided in the Commission’s Rules of Practice.

The Securities and Exchange Commission Feb. 29 made
public the following statement:

The proceedings instituted today concerning the holding company systems
of Electric Bond & Share Co. and Engineers Public Service Co. are part
of a program provided for in the Public Utility Holding Company Act and
designed to bring about compliance with the requirements of Section 11

b) 1) of the Act. That section of the Act provides that each public utility
holding company shall be limited to the control of a single integrated public
utility system in the same geographical area, and to such additional public
utility systems as can meet the applicable provisions of the statute.

Several holding companies have already submitted voluntary plans for
compliance with this section of the Holding Company Act. A number of
these plans have already been approved by the Commission while other
such plans are now pending.

- The proceedings instituted today are in no sense punitive or prosecutory.
They are in the nature of fact-finding inquiries and their objective is to
determine what action, if any, each holding company should take to bring
itself into compliance with the standards of the law.

Under the Commission’s procedure, the holding companies are given
ample opportunity to file answers to the Commission’s notices and to pre-
sent their own views as to what action, if any, they should take to comply
with the standards of Section 11 b) 1) of the Act. Such answers will be
studied by the Commission and the scope of the issues ascertained. Follow-
ing this, public hearings will be scheduled at which each company will be
entitled to present witnesses with respect to the Commission’s allegations
and with respect to whether the company's “‘additional” systems are such
that they may be retained under the provisions of the law.

In on sense are the two companies named today being singled out as test
cases. Similar proceedings will be announced with respect to seven other
major holding company systems as rapidly as the necessary papers can be
prepared. Theseseven companies are: The Middle West Corp., The United
Gas Improvement Co., Cities Service Power & Light Co., The Common-
wealth & Southern Corp., Standard Power and Light Corp., The North -

_American Co., and The United Light and Power Co.

In carrying out the provisions of the law the Commission is required to
consider primarily the interests of the public and the interests of investors
and consumrs, In no cage will any decision bereached or any action taken
until after notice to all persons affected and after ample opportunity for
hearings before the Commission.

Throughout these procéedings, the Commission will of course be guided
strictly by the provisions of the statute. In the Holding Company Act,
Congress itself laid down the standards of what constitutes an ‘‘integrated
public-utility system.”” Such a system, where composed of electric proper-
ties, must be one physically interconnected or capable of physical inter-
connection, and one which, under normal conditions, ay be economically
operated as a single interconnected and coordinated system, confined in its
operations to a single area or region, not so large as to impar considerirg
the state of the art and the area or region affected) the advantages of
localized management, efficient operation, and the effectiveness of regula-
tion. Statutory criteria are also established for gas utility systems. Un-
der certain conditions, a holding company is permitted by the Act to retain
more than one additional integrated public utility system. Speaking
generally, the Commission is required to grant such permission where addi-
tional systems cannot be economically operated independently, where they
are located in the same State or in adjoining States, and where the continued
combination of such systems is not unduly large within the standards of
the statute:

Under the Act there are two methods by which the machinery for com-
pliance with Section 11 may be set in motion. One of these, contained in
Section 11 e), provides for the voluntary initiation of proceedings by the
holding companies. Under the other method, the holding companies may
await action by the Commission. In this event, the Commission is in-
structed to initiate proceedings *‘as soon as practicable after Jan. 1, 1938.”
Under either procedure the standards of the law are the same. Under
both procedures the Commission can approve a plan or can require a
company to take action only pursuant to the statutory requirements.

In no case can the Commission take any action against any company
without a full public hearing at which all interested parvies have an oppor-
tunity to be heard. If after a full hearing, the Commission does determine
that any particular system must take certain action, the law permits the
company at least one, or if conditions warrant, two years to carry outt he
Commission’s order. It is hoped that during that period the various holding
companies will endeavor, perhaps in cooperation with other companies in
the industry, to work out their plans for readjustment of the various
systems.

Any orders which are ultimately issued by the Commission requiring
action by a holding company system are, of course, subject to court
review, as provided in the statute. .

For the present, the Commission's program contemplates the initiation
of proceedings only with respect to the major holding company systems. In
the case of certain of the larger companies, however, special circumstances
make such action inappropriate. For example, American Water Works
and Electric Co., Inc. has already had a plan approved under Section 11
'b) 1). A proposed voluntary plan is pending filed by the Columbia Gas
& Electric Corp. Associated Gas and Electric Co., Utilities Power & Light
Corp., and Midland United Co. are the subject of reorganization proceed-
ings; of these companies, Associated Gas and Electric Co. is the subject of
reorganization proceddings pending in court. Utilities Power & Light Corp.,
under the reorganization plan recently confirmed, contemplates disposing
of its utility properties, and the trustees of Midland United Co. are included
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among the respondents in the proceedings against The Middle West Corp.
and against The United Gas Imrpovement Co. The properties of New
England Power Association are largely confined to a relatively small area
in New England and therefore present less of a problem under Section 11.

Statement by Eleciric Bond & Share Officials

Following the meeting of the Directors of the Electric
Bond & Share Co. Feb. 29 at which the annual report for
the year. 1939 was made publie, C. E. Groesbeck, Chairman,
and S. R. Ineh, President, the siging officers of the letter
to stockholders, made the following statement:

In making the very complete statement to stockholders regarding the
history and present position of the Electric Bond and Share Co. and its
public utility system, and in publishing, as a part of the report, a summary
of the ‘integration’ plan which the company filed with the SEC in Novem-
ber, 1938, the directors and officers of the company wish to emphasize the
statement appearing in the last paragraph of the letter to stockholders
which pledges the company to a policy of cooperation in any plan which
can be worked between the SEC and iteslf whereby the interests of the
consumers served by the Electric Bond and Share Co. system and the
investors who have provided the capital to make that service possible will
be protected. It was with this idea in mind that the integration plan previ-
ously filed with the Commission was prepared and submitted. This also
is the motivating idea back of the efforts of the company to coordinate the
facilities of its operating subsidiaries with those oft he federally financed
projects in their territory with the very encouraging results which have
been reported to stockholders from time to time.

The annual report and letter have been in preparation for some time and
in print for several days. It is only a coincidence that its release occurs
at the same time as the statement of the SEC regarding the action taken
by it as to the Electric Bond and Share Co. The order was only received
at noon today and consequently we are unable at this juncture to make
any statement as to how it may affect the interests of our stockholders.

Statement by Donald C. Barnes, President of Engineer's Public
Service Co.

Donald C. Barnes, President of Engineers Public Service
Feb. 29 made the following statement with reference to the
show cause order under Section II of the Public Utility Hold-
ing Company Act directed by the Securities and Exchange
Commission to that Company:

Engineers Public Service Co. has received from the SEC the show cause
order under Section 11 of the Public Utility Holding Company Act. The
order is a formal order phrased largely in the words of the statute and is
issued by the Commission in compliance with the duty imposed upon it
by Section 11. It does not indicate what the attitude of the Commission
may be with respect to administering Section 11.. .In fact, it requires the
company to file an answer within a specified time for the purpose of defining
the issues involved and contemplates that the facts shall be developed at
hearings by the Commission or its staff, and at the conclusion of such
hearings that an appropriate order will be entered. " G

It has been the policy of the company to cooperate fully with the Com-
mission in its administration of the law and it will endeavor to do so also
in the present proceeding. The company hopes to present to the Commis~
sion facts which will justify an order approving the retention by the com-
pany of at least a substantial part of its present system. At the present
time, when the issues have not been defined nor the facts developed, it is
premature to forecast what the outcome may be. The company will
cooperate with the Commission to the extent it can properly do so, so long
as the substantial rights of its security holders are not infringed.

The management of the company hopes that as the facts are developed
in the various Section 11 proceedings, some method of working out, through
cooperation, the problems arising under this section can be arrived as.

P S —

Pan American Airways Eliminates Halt at Bermuda
on Eastbound Transatlantic Flights—Company
Explains Action as Due to Better Weather Report-
ing Service—Report of British Censorship of Mail

Pan American Airways announced at their office in New
York on Feb. 25 that after March 15 their trans-Atlantie
clipper planes would omit the stop at Bermuda on the east-
bound flights, although the Bermuda halt would still be
made on planes coming from Europe to the United States.
This announcement followed reports that the British had
begun censorship of United States air mails at Bermuda on
Jan. 18 by removing 2,600 pounds of letters from a Pan
American clipper. The company in its announcement did
not refer to this incident, but said that the decision to elim-
inate Bermuda on the eastbound flights was made because
of better service now obtainable in procuring information
about weather over the ocean. The New York “Herald
Tribune” of Feb. 26 said:

No mention was made of the censorship by the British of United State
mail en route through Bermuda, and there was no comment on the recent
report that on Jan. 18 the Colonial authorities, enforcing their demands
by armed guards, had removed mail from a clipper plane.

The complete text of the statement by Pan American Airways follows:

“At the office of Pan American Airways it was announced today that
the company expected after March 15 to omit the schedule stop at Ber-
muda on all trans-Atlantic flights from the United States to Europe.

“During the severe past winter season weather-reporting service on the
South Atlantic has been restricted. American-flag shipping has been cur-
tailed. Foreign-flag vessels which in normal times broadcast local weather
at regular intervals suspended this service due to war conditions.

*“This limited weather service has required the clippers to carry excessive
fuel reserves in the interests of safety, and has also made it advisable to
include Bermuda as a vemporary stop on eastbound flights which carry
American mails. :

““The United States has just stationed two vessels in mid-Atlantic com-
pletely equipped for weather reporting to service ships and aircraft and as
an aid to domestic weather forecasting. .

‘““With the improved weather service, the intermediate stop at Bermuda,
which has been scheduled since last October, will no longer be required.

“After March 15, trans-Atlantic clippers will leave in mid-afternoon in~
stead of early morning. The five-hour saving in transit time will still
permit arrival in Eurpoe the next afternoon at the same hour.” .

In Washington last night official quarters insisted that Pan American
had reached the decision to abandon the Bermuda stop on its own respon-
sibility. Spokesmen for both the Post Office and the State Departments
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denied prior knowledge of the move. Earlier in the week, however, Secre!
tary of State Cordell Hull had threatened to force Pan American to aban-
don its Bermuda stop after the reports, which were denied by the British.
that armed force had been used to remove the air mail in Bermuda JRIt
was admitted, however, that censorship had been applied. m A

In London, according to The United Press, British officials declined to
comment on the decision to abandon the Bermuda stop. It was under-
stood there, however, that no intention of suspending Bermuda service
‘had been recéived from the United States Government, and therefore it
was doubted whether the suspension was officially connected with the dis-
pute over British search of mails aboard the clippers. . . .

The censoring of mail in Bermuda began in January. At that time the
State Department protested vigorously, and Secretary Hull at a press
conference hinted that the clippers might pass up Bermuda.

Great Britain replied to the protests by saying that contraband atricles
and money believed ‘destined for Germany had been found in the mail
and that it had to examine all mail to stop the practice. In the first mail.
seizure, on Jan. 18, it became known here that 2,600 pounds of a load
of 5,200 pounds of mail had been detained. . . °.

The American weather-reporting service was started on Feb. 10, when
the Coast' Guard cutters Duane and Bibb were stationed along the air
routes between Bermuda and the Azores. Yesterday, before the Pan
American declsion was announced, Representative Melvin J. Maas, of
Minnesota, d to . Pc General James A. Farley that the
clippers could now safely abandon the Bermuda stop.

S —_———————
New Southern Rail Rates Further Deferred

The Interstate Commerce Commission on Feb. 28 further
postponed from April 1 to May 1 the effective date of its
order of Nov. 30, 1939 in the long-fought Southern rate
case. It was the second such postponement, these rates
(l)gi%nally having been scheduled to take effect on Mar. 1,

S S

International Telegraph Merger Recommended by
FCC—Possibility of Alien Influence on Carriers
Cited as Factor for Consolidation of American
Cable and Radio Facilities

Possibility of foreign domination of international com-
muaoications service of earriers domiciled in the United States
is cited by tue Federal Communications Commission in re-
commending a cousolidated international telegraph service,
embracing cable and radio facilities, to ‘“‘best serve national
needs,”” promote the national defense, and “provide a more
effective device for securing equitable communication ar-
rangements with foreign administrations.” ¥

The proposal is contained in a supplemental report to the
Senate Interstate Commerce Committee in connection with
the study of the telegraph industry made at the request of a
Senate sub-committee. 'No satisfactory disposition of the
problem as a whole may be accomplished without a con-
sideration of the international as well as the domestie situa~
tion, declares the Commission.

This final section of the Commission’s report is summarized
in Chairman James Lawrence Fly’s letter of transmittal:

A review of the financial and operating status of the carriers engaged in
international communication indicates that the cable carriers, although in
past years having paid heavy returns on capital invested, are now in an
unfavorable position. In the case of the cable carriers included in the In-
ternational 8ystem, this unfavorable condition is aggravated by the with-
drawal of large amounts of cash and other transfers and cancellations con-
templated in the reorganization plan recently approved by the United
States District Court for the Southern District of New York. Radio-
telegraph carriers, other than the Mackay Radio Companies, are now in a
generally sound financial condition and upon consummation of the afore-
mentioned reorganization plan the condition of the Mackay Radio Com-
Dpanies will be strengthened materially.

Takes up Domestic Field

Unlike thesituation in the domestic telegraph field, radiotelegraph service
is a far more important factor in the international field, constituting about
30% of the traffic in 1938. Since its advent in the international field,
radiotelegraph has proved to be a serious competitor of the international
cable carriers. As a general proposition it may be stated that international
radio communications have tended to increase continuously while inter-
national cable communications have progressively decreased. It is probable
that, if cable circuits were not already in existence, it would be difficult
at this time to find economic justification for the laying of trans-oceanic
cables for telegraph communication. The cables, however, do possess
certain advantages over radio’ communication in addition to being ex-
tremely valuable as a standby or alternate service in the event of disruption
of radio communication service. Competition in international communica-
tions from radiotelephone and airmail has, within recent years, left its mark
on the industry.

The competitive situation in this field is complicated by the fact that
American carriers are forced to make arrangements with foreign countries
for the handling of international communications. These arrangements
in the past seldom have been to the advantage of the American carriers, due
to the monopolistic positon of the foreign correspondent. This inequality
of bargaining position is one of the more difficult problems in the inter-
national communication field which the report discusses at some length.

For reasons which are set forth in some detail, the report of the Com-

 mission recommends the enactment of legislation to permit a consolidation

of international radiotelegraph and cable carriers into a single unified system.
A minority of the Commissioners, while concurring in most of the report
and in the advisability of limited consolidation, were, nevertheless, of the
opinion that the broad elimination of competition in the international
telegraph field, recommended by the majority, was neither justifiable nor
desirable. = The reasons for their position are set forth at some length in the
report of the Commission.

In the event that such legislation is enacted, the report discusses other
elements which must be considered in this connection. Asin the domestic
section of this report, the Commission indicates that the protection of the
rights and interests of telegraph employees is an obligation which it has
always recognized and with respect to which it has every intention of
fulfilling its responsibility. The report further recommends that the capital
and corporate structure of the international communications carrier Le as
simple ag possible and that the appreval of the Commission should be re-
quired in order that this objective may be fulfilled. The report also re~
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cognizes the presence of foreign influence in American communications
carriers and recommends that the employment of aliens be held to a mini-
mum, The Commission further recommends that it be given ample regula-

“ 1 tory authority over fons and abandc of service and facilities
in the international field, as well as the authority to approve contracts
between American carriers and their foreign correspondents.

Foreign Representation

The concluding section of the report deals with the problem of foreign

representation in American communication companies, but does not re-
commend the enactment of legislation with respect to those matters. With
respect to this particular problem the report indicates that the presence of
undue foreign influence, together with the competitive situation referred to
above, presents a problem which serves to further complicate the already
difficult task of effective regulation. .

A minority of the Commission, while concurring in most
of the report, does not believe that tha existing situation
justities abandoning entirely all competition in the inter-
national telegrapn field. Says the report further on this
minority view:

This minority is of the opinion that the fostering of at least limited com-
petition will result more quickly in improved service at cheaper rates for
the public. And, that during the interim much competition will afford
greater flexibility not only from the standpoint of government regulation
but also from the standpoint of negotiation with foreign correspondents.
The minority ds that the ic situation at present does not
preclude fostering of the doctrine of competition, at least between radio and
cables generally, and on the Pacific at least between two radio carriers and
one cable carrier. Neither is it believed that present economic conditions
in the international telegraph field justify the conclusion that maintaining
competition on a limited scale will result in abandoning the much desired
cables. On the other hand it is asserted that competition will result not
only in improved communications by cable, but also in better radio service.

The minority also contends that, because the incentive to make improve-
ments in either cable or radio communication will not be stimulated by
competivion, a telegraph communication monopoly in the international field
will not lead ultimately to cheaper rates and better service.

" This minority also contends that a telegraph communication monopoly
between cables and radio will make it more difficult to provide equitable
arrangements between the United States and foreign correspondents. It
is felt that a foreign country which grants cable landing licenses to a United
States communication monopoly is in an excellent position not only to
dictate the terms upon which the cable landing license is granted, but also
to exact concessions concerning communications over the entire system
whether it be by radio or cable. On the other hand, if there were a separate
cable company and a separate radio company the situation would be much
more flexible with respect to countries other than those with which there is
cable communication. In a dual system the United States would be more
free to compete in the world markets for communication traffic. Also,
it would be in a stronger position to insure direct communication on the
most satisfactory basis with any country with whom it may desire to cor-
respond.

The minority also contends that competition in itself is a natural regu-
lator. Competition would facilitate the attainment of objectives which
might not be obtained solely by governmental regulation of a monopoly.
It is claimed that this is a distinct advantage from the standpoint of public
interest as contrasted to governmental regulation of momopoly during
changing administrations in addition to the difficulties encountered when
the monopoly resorts to complicated court proceedings.

In the initial report, which dealt with the domestic si-
tuation, attention was directed by the Commission to the
necessity for maintaining the American character of com-
munication companies by prohibiting the ownership or voting
oi stock by aliens, and forbidding the holding of any mauna-
gerial post by an alien. The international communications
situation preseats the problem of necessary participation by
aliens in the furnishing of service at foreign terminals.

“The national public interest can hardly be served by a
continuance of the helter-skelter method of development
with its lack of coordination, its weak bargaining position,
its useless gi}lphcatlons, and its failure to supply a compre-
hensive unified plan of international communcations,” com-
ments the report., ‘“The greatest guarantee of an efficient,
broad and secure American international communication
system lies in the combination of a strong, thoroughly sound,
and financially successiul concern operating under striet
governmental regulations in the light oi national needs.”

—_———

Farm Parity Fund Urged by Secretary of Agriculture
Wallace—Tells Senate Group Failure to Vote
Benefits Might Hinder Crop Control Program

Secretary of Agriculture Wallace told the Senate Appro-
priations Committee on Feb. 26 that failure to -vote farm
parity funds “or their equivalent” might seriously hamper
crop-control programs and create new price-depressing
surpluses. In reporting his testimony, Washington Asso-
ciated Press advices on Feb. 26 said:

In giving his advice he joined a group of Senators who want to vote
$200,000,000 for parity payments. Economy forces are battling the farm
bloc, which may win Republican backing.

“‘The high participation in the program and the effective farmer control
over supplies in 1939 have resulted in a large part from the adequate in-
centive offered by the soil conservation and parity payments combined,””
the Secretary of Agriculture said.

If parity payments were not provided, he declared, farmers would be
encouraged to return to ‘‘big production for markets that do not exist.’”

The Secretary testified on the House-approved Agriculture Department
Bill, which makes no provision for parity funds. They are designed to
raise farmers’ purchasing power to the 1910-14 level.

Recalling that President Roosevelt’s budget message had no specific
recomendation for parity payments, Mr. Wallace said the Chief Executive
had expressed the hope that higher farm prices would make them un-
necessary.

“Early in the war when farm prices went upward sharply, some people
thought that prices would reach parity in the market place and that no
further action would be necessary to.carry out the policy of farm income
gaﬂzyt:itablished by Congress in the Agricultural Adjustment Act of 1938,"

e stated.
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“But the speculative boom has flattened out. The war has hindered
farm exports. Instead of doing away with the necessity for parity pay-
ments, the war promises to increase the need for them.

“If we reduce payments to the point where farmers feel they cannot

afford to participate in the (crop) programs; that they will be better off
outside, the result will be weakened and ineffective programs.”
d —_—— ‘
Federal National Mortgage Association Issues State-
ment of Condition as of Dec. 31, 1939

The Federal National Mortgage Association, the entire
capital stock of which is owned by the Reconstruetion
Finance Corporation, had mortgages insured under the
National Housing Act aggregating $146,589,712 on Deec. 31,
1939, according to its statement of condition, recently issued.
This figure compares with $80,210,948 on Dec. 31, 1938.
The total assets of the Association have increased to $149,-
902,677 from $81,623,214 a year ago. The financial state-
ment as of the close of business Dec. 31, 1939 follows:

The Dee. 31, 1938 statement of the Federal National
Mortgage Association was given in these columns of March 4,
1939, page 1243.

Condensed Statement of Condition (As of Close of Business Dec. 31, 1939)
Assels—
Cash on deposit with RFC. $1,979,438.35
Mortgages insured under National Housing Act:
Insured under Section 203 $144,160,681.83
--  2,286,989.97
142,040.50

Insured under Section 210

Accrued interest receivable.

Mutual mortgage insurance fund debentures.

Claims under FHA mortgage insurance.

Real estate acquired through foreclosure or by deed
closure *

146,589,712.30
70

271,

50,200
32,300.62

515,993.91
33,761.42

$149,902.677.50

Liabilities and Capilal—
Beries A, 2% notes, due May 16, 1943 . oo -~ $29,748,000.00
Series B, 154 % notes, due January 3, 1944. ,492,000.00
Notes payable to RFC 47,729,115.62
Accrued interest payable. 3,555.44
Deposits for taxes, insurance, &c. 1,979,071.82
Accounts payable 34,760.82
Commitment fees—To be refunded upon delivery of mortgages. 68,275.00
Suspended credits and deferred income. 57,732.67
Earned surplus and reserve, including undivided profits:

Undivided profits. - cceeeeemccccccccccnccann .- $2,452,804.89

Reserve from earnings... - 53,736.12

483,625.12
Earned surplus 2,990,166.13

1,000,000
10,000,000.00
............. recmenememnenn--$140,902,677.50

Paid-in surplus

* The mortgages in connection with which this real estate was acquired were
insured by the Federal Housing Administrator and therefore the Association is
entitled to recelve U. 8. Government guaranteed deb es in the of

the mortgages.
Notes—Commitments to purchase mortgages and make mortgage loans, insured

by FHA, not yet disbursed, $7,823,585.67.

Seventy-five mortgages having an aggregate unpaid principal balance of $272,~
643.45 were delinquent 90 days with respect to matured instalments and 112 mort-
gages having an aggregate unpaid principal balance of $493,993.31 were delinquent
more than 90 days with respect to matured instalments.

Condensed Statement of Income and Ezpense for the Year Ended Dec. 31, 1939
Interest income. $6,061,767.16
Other income. - ,852.19
$6,097,619.35

1,661,510.22

$4,436,109.13
1,983,304.24

$2,452,804.89

Expenses (other than interest)

Interest charges
Net income

Monopoly Committee Continues Hearings on Life
Insurance Companies—W. W. Aldrich Says Insur-
ance Executives Are Desirable Bank Directors—
J. W. Stedman and Dwight S. Beebe Testify—No
Basis for Fears of Nationalization of Insurance,
Says Chairman O’Mahoney

Life insurance executives make desirable bank directors
because they can give sound and ‘“completely impartial”
advice on investments, Winthrop W. Aldrich, Chairman
of the Chase National Bank, testified on Feb. 26 before
the Temporary National Economic Committee which is
currently engaged in an investigation of the insurance
business. Recent hearings of the Committee were reported
in our issue of Feb. 24, page 1217. Mr. Aldrich said that
there is no conflict of interest when banks and insurance

companies have directors in common, and that such a

relationship did not result in a bank obtaining insurance

company business more than it would otherwise secure.

Associated Press Washington advices of Feb. 26 quoted

Mr, Aldrich as follows:

He characterized as “trivial” instances in which Chase National had

_ sought to obtain business through the Metropolitan Life Insurance Co.

Testimony showed that in 1939 Frederick H. Ecker, Metropolitan board
chairman, was a director. of Chase National, and that Newcomb Carlton
and Mr. Aldrich were also directors of both institutions.

Mr. Aldrich testified that there were directors in common between
Chase and Mutual of New York, Prudential and Equitable of New York
Insurance Companies.

Asserting that there were mo advantages to a’ bank in having its
director on the board of an insurance company, Mr. Aldrich said there
were, on the other hand, no business advantages in having insurance
officers and directors as such on a bank’s board.

However, he added, insurance men were in a position to give ‘“com-
pletely impartial” and well informed advice on investments, whereas “i

in
many instances men of great knowledge in the investment field have
something to sell- to us which might not be to our best advantage.”
Committee figures showed that the nine largest insurance companies
had $175,000,000 on deposit with the Chase Bank at the end of 1939,
when the bank’s total deposits were $2,803,000,000. 5
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The Metropolitan Life Insurance Company had $34,063,878 on deposit
with Chase at the end of 1938 of which $3,000,000 was at interest. The
company’s deposits in all New York City banks totaled $97,148,422 on
the same date and were $108,776,506 in all banks. .

Asked whether it would not be advantageous for the Metropolitan to
spread its deposits more widely over the country, Mr. Aldrich replied that
he believed the company should keep its funds where they were needed.

He told the committee, however, that ““what we are suffering from now
is a plethora of money rather than a shortage of anything.” If Metro-
politan kept more of its funds outside of New York, he added, “it would
be hopeful to us because we wouldn’t have to pay interest on it.”

The bank already had $600,000,000 of excess reserves, he said, and “the
bigger our deposits become the less money we make.”

George H. Saylor, Vice President in charge of Chase’s Metropolitan
branch, which handles the insurance company’s account, testified that the
branch had an advisory committee, on which the insurance company was
represented. The committee, he said, had no legal authority and took
little actual part in running the branch.

John W. Stedman, Vice-President of the Prudential Life
Insurance Co. of America, and Dwight S. Beebe, Vice-Presi-
dent of the Mutual Life Insurance Co. of New York, testi-
fied before the committee on Feb. 27, describing standards
required for the quality of the bonds in which the two
companies invest. A Washington dispatch Feb. 27, to the
New York “Journal of Commerce” outlined this evidence
as follows:

As the committee continued its study of investment problems of the
26 largest insurance companies in the United States, Mr. Stedman as-
serted that liquidity of assets and ready marketability of bond invest-
ments i§ not a serious problem to the larger insurance companies,

In answer to questioning by Committee Counsel Gerhard Gesell, he ex-
plained that, due to desire to have cash available for any profitable invest-
ments which might be offered his company, it was their policy to keep
approximately $100,000,000 cash on hand.

In addition to this, he said, Prudential placed money in Government
bonds when no other investments were available as a preference to getting
no interest, with the knowledge that these bonds could be converted into
cash very quickly if an attractive investment opportunity offered itself.

Need of ready marketability of bonds due to any economic crisis is
not very likely, he declared, explaining that in case of any crisis in the
future which might be even more severe than that of 1933, the entire
market would drop out of sight anyway, necessitating enactment of legis-
lation similar to the moratorium Ilegislation during the last crisis. ~

Prudential, Mr. Stedman stated, counts security as the “prime considera-
tion” in the purchase of bond issues rather than any question of market-
ability.

An inadequate supply of bonds other than Governments which meet the
severe tests of quality demanded by the insurance company makes it
impossible to obtain as many bond investments as his company would
like to have, he stated.

Outlines Factors Considered

In the purchase of utility bonds, the witness explained, his company
ulilizes the services of their own engineers to appraise physical valua-
tion of operating companies.

In addition, management and maintenance policies of the operating
company and efficiency of the management of the parent company are
taken into account as well as the character and size of the desired loan,
in appraising the quality of the loan.

Mr. Stedman stated that Prudential might possibly invest in first
mortgage bonds of a good operating utility although it had refused to
accept participation -in the debentures of the parent company.

He explained that the policy of the. company was, in general to re-
quire that over a ten-year period- the amount of earnings available for
interest payments amount to at least 10% of the total mortgage debt of
the issuer.

Questioned by Commissioner Leon Henderson of the Securities and
Exchange Commission, as to whether Prudential would buy bonds amount-
ing to 90% of the fair value of the issuer, Mr. Stedman answered that
“somewhere around 70%” would be the limit. .

His company would want about 30% of the “fair value” as “‘a cusion,”
he stated, adding that in addition to this they would examine very closely
into the ownership of the “cushion’” before approval of the loan.

Plan on Industries

On industrial bonds, Mr. Stedman explained, Prudential requires a
detailed certified balance sheet, prepared by a certified public account-
ant, covering operations of the industrial company for a period, of
teL years or more

When asked if this requirement would not prohibit loans to new vent-
ures, he admitted that this was so, adding that he did not feel that it
was “suitable” for life insurance companies to put money in new ventures
“In other words it is not a trustee’s investment,” he said.

Mr. Gesell questioned the witness as to what average rate of interest
must be earned on bond investments ss a whole in order to fulfill insur-
ance company contracts.

On Feb. 22 Chairman O’Mahoney of the Committee
reiterated previous assertions that nothing in the testi-
mony before the committee “gives any basis for the fears
that have been expressed in some quarters that it is the
intention of the committee to nationalize the insurance
business.” We quote from Associated Press accounts from
Washington that date, which in part also said:

The Committee’s only objective, he declared, was to make the “gys-
tem of free private enterprise” work in the best possible manner,

Mr. O’Mahoney’s remarks were prompted when Senator Guy M. Gillette,
Democrat of Iowa, offered for the Senate record excerpts from testimony
before the Committee relating to farm real estate and mortgages held
by insurance companies.

Mr. Gillette expressed gratification at Mr. O’Mahoney’s statement, gay-
ing that he understood meetings of policyholders were being held or would
be held throughout the country to protest “what they assume to be the

‘purpose of the Committee to invade or destroy the values behind their
policies.”

Mr. O'Mahoney said most of the evidence before the Committee was

a “testimonial” to the efficiency with
surance as a whole had been managed.

With the conclusion of the hearing on Feb. 28 the Com-
mittee recessed indefinitely, said advices from ‘Washington
on that date to the New York “Times” which in part con-
tinued :

which the institution of life in-
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It will hold executive sessions to prepare a preliminary report which
is expected to contain suggestions for changes in the National Re-
lations Labor Act. This report may be ready for submission to Congress
next week, * % ¥ o

Charles Fahy, general counsel for the Board, presented a number of
witnesses whose testimony was intended chiefly to justify’ the Board’s
Division of Economic Research which, it had been alleged, had furnished
the Board facts which were considered in reaching decisions. It had
been alleged that such facts were presented after hearings of cases had
closed and that neither party to a dispute had the opportunity of re-
futing such opinions. Mr, Smith inferentially challenged the right of
the Board to create a Division of Economic Research, saying the Wag-
ner Act stated that it did not authorize the appoinment of individuals
** . * * for statistical work, where such services may be obtained from
the Department of Labor.” .

Mr. Madden replied that he did not think the Board should set up )
a division to duplicate the work of the Bureau of Labor Statistics, but
that the Division of Economics Research ““was necessary” to the work of
the Board. )

Dr. Isadore Lubin, Commissioner of Labor Statistics, told the Com-
mittee that the failure of employers to bargain collectively after pas-
sage of the Wagner Act had caused many workers “in despair’’ to strike,

“I am convinced,” he said, “that labor leaders were convinced that the
Labor Act was being sabotaged by injunctions or otherwise. Whether
they were justified in this belief, I cannot comment.”

Mr, Lubin’s records showed that the number of strikes reached a peak
in 1937, two years after the Wagner Act was passed, with 4,700 stoppages
of work recorded. There were 2,772 strikes in 1930 and 2,500 in 1939.
In 1917 there were 4,450 strikes and for the years 1901-03 inclusive the °
average was 3,000 strikes a year.

The trend in the number of strikes had been “definitely downward”
since the middle of 1937, i
——

Governor Lehman Signs Eight State Banking Bills

.Governor Lehman on Feb. 23 signed eight Williamson
bills, sponsored by the New York State Banking Department,
making changes in the present banking law, it was reported
in a Albany dispatch Feb. 23 to the New York “Times”,
from which we also quote:

The principal Williamson measure provides that loans and investments
ments made by banking institutions and insurance companies under the
National Housing Act shall be subject to regulations of the State Insurance
Superintendent or the State Banking Board.

Another makes compulsory the examination by the Banking Department
of banks, trust companies, industrial banks and private bankers at least
twice in 18 months, instead of twice in 15 months.

A third provides that a bank or trust company officer indebted to a bank
or trust company other than his own must within ten calendar days after
he contracts the debt make a written report to the chairman of the board
of directors of his own bank. Formerly such a report was not required
until the next succeeding January after the debt was incurred.

Among the others is a measure requiring a private banker to segregate
all surplus used by him in his private banking business, as well as funds
held by him as a private banker.

e

Licenses Issued in New York State to. Non-Profit
Medical Indemnity Corporations

Licenses to do business have been issued to two non-
profit medical indemnity corporations having their head-
quarters in Utica and Buffalo, it was announced on Feb. 29
by Louis H. Pink, New York State Superintendent of In-
surance. The Utica Plan, known as Medical & Surgical
Care, Inc., is sponsored by physicians, surgeons and osteo-
paths of Oneida County and will serve 12 counties in central
and northern New York. The Western New York Medical
Plan, Ine., with headquarters in Buifalo, will operate in
the eight counties of the Eighth Judicial District. Super-
intendent Pink expressed the hope that through these non-
profit corporations there will be offered to the members of
the public a greater opportunity to meet the expense of their
medical care through voluntary action.  Previous reierence
to the Medical & Surgical Care, Inc. appeared in our issue
of Dec. 2, 1939, page 3488. -

—_—————

Meeting at Albany in Protest Against Proposed St.
Lawrence Waterway—R. W. Lawrence of New York
Chamber/of Commerce Regards Project Unwise

Opponents  6f the proposed ‘St. Lawrence Seaway and
power treaty held a meeting at Albany on Feb. 28 under
the auspices of the New York State Waterways Associa-
tion. Members of the State Legislature and representatives
of civic and industrial organizations throughout the East-
ern States and Canada vojced their opposition to the pro-
posed project. According to a statement presented by
Richard W. Lawrence, President of the Chamber of Com-
merce of the State of New York, “the arguments for the-
construction of the St. Lawrence waterway on the ground
that it would be an important contribution to our national
defense are most vulnerable to attack, but despite this fact
I am afraid that it will not be difficult at a time when
hysteria is in the air to arouse fresh support and to create
a fictitious atmosphere of wide public demand for the
project as a whole, unless those who are opposed to it are
doubly vigilant.” Stating the New York State Chamber
of Commerce always has been a leader in demanding that
our national defenses be made as impregnable as possible,
Mr. Lawrence added that “it is second to none in patriotism
and in the belief that preparedness is the best insurance
against war, but it never has regarded the St. Lawrence
waterway as a possible link in our national defenses.”
His statement went on to say, in part: :

Let us suppose that the earlier opposition to the St. Lawrence devel-
opment had failed and that the waterway had been constructed and was
in operation. What ‘'would be its international status today with .Canada,
ag a Dominion of Great Britain, at war with a nation with which - the
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United States is at peace? Would Canada permit the United States to
ship commodities through the waterway to a country which was at war

with Great Britain or to any other country through which it suspected -

the exports would find their way to an enemy nation? . . .

Incidentally, if we were allied with Canada in a war, the waterway
with its 27-foot channel would expose all Great Lake ports to the
possible danger of a naval attack. If the British Empire were at war
and we were not, a superior enemy fleet could blockade the mouth of the
St. Lawrence River, thus temporarily ending the principal usefulness of
the waterway to friend and.{oe alike.

Assuming further that both the United States and Canada had com-
pleted the proposed power developments along the St. Lawrence and
that Canada was at war, as she is today, her power plants would be
potential objects of air attacks and, with the mistakes all too frequently
made in the selection of. targets, the process of destruction could easily
involve United States power properties or power interests.

Despite the treaty of 1871 which provides that navigation on the St.
Lawrence River forever shall be free to citizens of the United States,
it is mot difficult to imagine situations arising in time of international
crisis where our good neighbor on the other side of the river might feel
forced by the exigencies of war or otherwise find it expedient to prohibit
American vessels from using that part of the waterway which is wholly
within Canadian territory.

Regardless of what, I hope, is the improbability of such complications
ever arising, I feel nevertheless that it would be most unwise for the
United States to make a tremendous expenditure of public funds to
deepen the St. Lawrence when its only outlet to the sea is entirely within
a foreign jurisdiction.

At the annual meeting of shareholders of the Shawinigan
Water & Power Co., held at Montreal on Feb. 21, James
Wilson, President, said that the St. Lawrence Waterway
project cannot be justified on the grounds of power needs
in Central Canada. Mr. Wilson added:

It is my considered opinion that so far as power for either war-time
or the immediate post-war needs of Central Canada is concerned, ample
supplies of power can be made available from wholly Canadian sources
without resorting to vast capital expenditures in connection with a
project, the value of which is a matter for serious differences of opinion.

Negotiations for the signing of the treaty were mentioned
in our issue of Feb. 3, page 761.
———————

New York State Bankers Association Issues Report on
Field Warehouse Loans

A comprehensive reggrt covering field warehouse loans has
been released by the Loan Research Committee of the New
York State Bankers Association, it was announced by
William V. Stone, Assistant Vice-President of the Lincoln
National Bank & Trust Co. of Syracuse. Mr. Stone, who is
Chairman of the Committee, stated that this report is one
of & number which will cover the various forms of loaning
activities that are available to the commercial banker. The
report entitled “Field Warehousing, A Method of Inventory
Financing” includes a series of nine articles by leading

"authorities on this method of creating commodity paper that
has come into wide acceptance in the last several years.
Two pamphlets on Warehousing and samples of forms are
also included. The Association in its announcement like-
wise observes that Field Warehousing is a loaning activity
of banks that has had a spectacular development during the
past few years, and is looked upon with favor by those ex-

rienced in its use. In the introduection to the report, Mr.

tone states:

There has been sufficient material and legal experience to demonstrate
its usefulness, when properly handled, to the banker as well as to the manu-
facturer, producer and merchant. It would appear from our inquiries that
Field Warehousing has a tremendously broad application—broader than

one might assume—and that fact deserves emphasis as an inducement to
explore fully its many possibilities.

The report, which was compiled through the cooperation
of the New York Terminal Warehouse Cg. under tt?: direc-
tion of W. E. Hegeman, President o the Warehousemen'’s
Association of the Port of New Yoirk and Vice-President of
,the New York Terminal Warehouse Co., has been distributed
to all commercial banks throughout the State.

—es

Merchants’ Association .of New York Urges Defeat of
Bill in State Legislature Continuing Powers of
Transit Commission to Control Transit Facilities
After Unification

_Upon being advised on Feb. 27 that the Thompson-Wicks
bill continuing the present powers of the Transit Commission
to control rapid transit facilities in New York City after
unification had been advanced to third reading in both
houses of the Legislature, the Merchants’ Association of

New York announced that it had sent a letter to the Senate

and Assembly leaders recommending defeat of the measure.

The Association stgzt;ed its counviction that supervision of the

City’s rapid transit utilities as to adequacy and safety of

service should be returned to the State Public Service Com-

mission and that the Transit Commission as a separate body,
should be abolished at the time transit unification takes

place.
—_——

Chairman Eccles of Federal Reserve System on Use of
Cash Resources of Government To Increase Work
nr‘xd Consumer Buying Power—Would Avoid Debt
Rise, He Says, But Would Require Congress to
Vote Increased Expenditures—Reply to David
Lasser, of Workers Alliance )

In a letter from Marriner S. Eccles, Chairman of the Board
of Governors of the Federal Reserve System, to David

Lasser, President of the Workers Alliance of America, re-
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leased on Feb. 26 by Mr. Lasser, it was revealed that the
Federal Government has cash resources of $4,850,000,000
available for meeting current expenses without increasing
taxes or the Federal debt limit. Mr. Eeccles’ letter was in
response to a query from Mr. Lasser asking specifically about
funds available in the gold stabilization fund, silverfunds,
and the Treasury working balance. The available funds are
listed by Mr. Lasser, from Mr. Eccles’ letter as follows:

Gold stabilization fund $2,000,000,000
Silver profits
Excess Treasury working balance

Total. v ocuwumimomewnnns ot o A e $4,850,000,000

Mr. Lasser, in a statement releasing the letter declared:

This letter clearly reveals that the issue of the debt limit, as an excuse
for not appropriating sufficient funds for our social needs is a lot of sound
and fury signifying nothing. Mr. Eccles’ letter clearly indicates that there
are three immediate sources of funds, without touching the power of the
Administration to issue large sums of new currency. With regard to the
gold stabilization fund I have been informed that the amount available
is about two billion dollars without endangering our own currency one bit.
This together with the silver fund and excess Treasury working balances
makes. nearly five billion dollars available to hurl back the tides of new
recession advancing on us; and to give purchasing power and work to needy
unemployed youth and farmers. Knowing these facts no responsible officials
or statement can hoard these funds or throw up his hands in helplessness
allowing this new recession with its suffering and misery to engulf us.

The text of the letter from Mr. Eccles follows:

I have your letter of Feb. 5 in which you inquire as to cash resources
available to the Administration, without further legislative authority. You
mention specifically the stabilization fund, the power to issue silver certi-
ficates, and the Treasury’s working balance.

Under the Gold Reserve Act the stabilization fund is available for ex-
penditure under the direction of the Secretary of the Treasury ‘‘for any
purpose in connection with carrying out the provisions of this section, in-
cluding the investment and reinvestment in direct obligations of the United
States of any portions of the fund which the Secretary of the Treasury, with
the approval of the President, may from time to time determine are not
currently required for stabilizing the exchange value of the dollar.” Iam
advised, however, that it would require legislation to apply the fund to
meet current expenditures.

As to silver, I am informed that approximately $1,500,000,000 would be
available by monetizing the difference between what has been paid by the
Treasury for the silver and the official price of $1.29, and that this would not
require legislation.

The Treasury’s working balance as of today is approximately $1,600,-
000,000. Tentative estimates made in our statistical division indicate that
without any new financing the balance will not fall to less than $1,000,-
000,000 at the end of the present fiscal yearand may be somewhat more than
that if sales of so-called baby bonds continue at the volume at which they
have been selling of late. I understand that prior to the advent of the
present Administration, it was not customary to keep working balances in
excess of $250,000,000 or $300,000,000. In addition, as you point out, there
is the unused authority, under the Thomas Amendment, which provides that
up to $3,000,000,000 of currency may be *‘issued only for the purpose of
meeting maturing Federal obligations."”

Finally, you ask what the economic effects would be using such funds for
increasing work and consumer buying power. The Government can spend
only what Congress authorizes and appropriates. To the extent that these
funds were used to meet such expenditures, it would avoid an increase in
the public debt but consumer buying power in the hands of the low income
groups would not be increased thereby unless increased exi enditures were
voted by Congress.

————————

Cut of $1,745,000,000 in Federal Budget Urged by
National Economy League—Present Plan for Bal-
ancing Budget ;

The National Economy League proposed on Feb. 25 a
broad program for balancing the Federal budget for 1940-41
by cutting $1,745,000,000 from President Roosevelt’s recom-
mendations and by raising $431,000,000 in new taxes. In
reporting the plan, Washington Associated Press advices of
Feb. 25 said:

The Economy League cilled also for the lending corporations to return
$700,000,000 to the Treasury, terming it ‘“drawing on the surpluses” of
lending corporations, and suggested new taxes of $431,000,000.

The Leagus, a  private organization with headquarters in New York,
included its proposal in a study entitled, “Must There Be Another Deficit 2’

It said its reductions had been “carefully diagnosed and. substantiated
by sound argument” and were not selected ‘‘at random to make a pleasing
picture.” Left intact were Mr. Roosevelts estimates for national defense,
social security and veterans’ payments.

Lumping figures together in-a form differing from that used by Mr.
Roosevelt, the League suggested that the relief appropriation be cut from
$1,433,000,000 to $603000,000; that the public works fund be cut from
$764,000,000 to $350,000,000, and agriculture funds from $861,000,000
to $500,000,000.

In making public the study, Ernest Angell, Chairman of the League,
said:

“Forty-five million working Americans cannot much longer continue to
carry the burden of 8,000,000 unemployed.

“To tie the welfare and security of the masses to the slippery bubble
of a sure inflation, blown up by the spenders’ promises of debt-to-pros-
perity, is a cruel and stupid hoax.’ :

The League proposed -to reduce expenditures $930,000,000 by halving
the $225 000,000 appropriation for the Civilian Conservation Corps, trim-
ming the cash allowance from $30 to $5 a month to care for 166,000
instead of the proposed 230,000 enrollees; reducing funds for the National
Youth Administration from $83,000,000 to $25,000,000 to care for only
20,000 instead of 600,000 enrollees; abandoning farm security grants of
$25,000,000 ; needy families to be cared for by general relief, and slashing
the Work Projects Administration from $1,100,000,000 to $466,000,000.

This “assumes abandonment of WPA,” the League said, “and a return
to cooperative relief with Federal grants of 60% of the total cost to
State and local governments. With an average case load of 2,700,000,
the cost would be $777 600,000 per year—Federal share, ' $466,560,000;
State and local, $311,040,000.”
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States Opposed to Federal Supervision of Insurance
Companies, According to Louis H. Pink—New York
Superintendent, in Report to Legislature, Says
Federal Control Is Resisted Throughout Nation

The Superintendents of Insurance in the 48 States are
unalterably opposed to Federal supervision, Louis H. Pink,
New York State Superintendent of Insurance, said in his
81st annual report to the Legislature, of which an extract
was made public Feb. 19. Mr. Pink said that the extract
was mada public in advance of the entire report “in view of
the public it terest in life insurance created by the Monopoly
Investigation at Wasnington, now in process.” He said
that while the States have gladly accepted Federal relief
aid, “it will be quite another thing to expect them to re-
linquish tae supervision and control of the largest financial
institution in the country, particularly when there is no real
reasop for doing so and no promise that ths Federal Govern-
ment can do a more efficient job than the States.”

In discussing the matter of Federal supervision over
insurance companies, Mr. Pink said in part:

The investigation of the Temporary National Economic Committee at
‘Washington has aroused not only the interest but the concern of the insur-
ance world. Originally intended to inquire into the investment practices
of the companies, it has spread and every conceivable phase of life insurance
has been investigated. In the beginning there were rumors that the real
purpose was to secure Federal control of insurance at least to some extent,
and these rumors have been intensified as the proceedings have advanced.

. It must be encouraging to the insurance industry that Chairman O’'Ma~
honey has recently categorically denied any intent to promote Government
competition with private insurance. In a recent letter to Representative
Edward T. Taylor, the Senator stated among other things that no member
of the Committee or its staff had ever intimated to him that the Govern~
ment should take over industrial insurance, nor had any suggestion been
‘made that industrial insurance should be merged with the social security
program. He also reiterated that the only purpose of the Committee
from its inception has been to make ‘‘an objective study’’ of the economic
system of the country. While the Chairman made no mention of ‘‘super-
vision,” it is apparent that many of the rumors and fears have been over-
stressed.

There is no question but that those who manage and supervise insurance
are almost unanimously opposed to transferring the supervision of insurance
from the States to the Federal Government. Their views must be weighed
and considered but this question will really be determined, and properly
80, by the States themselves and the 60,000,000 policyholders throughout
the Nation. It is necessary that there be unity of purpose and procedure
among the several States and there must be uniformity of State action in
many directions. In the last analysis the future of State supervision of
insurance will rest upon its effectiveness. State laws must be well adapted
for public protection.

Concentration of power was necessary to a large extent to meet the social
and economic changes and problems which developed as a result of war and
depression. It was not possible for the States to effectively meet the tre-
mendous burdens which were thrown upon them and in order to prevent
unemployment, starvation and social unrest, the Federal Government was
called upon to step in and assume far larger powers and responsibilities
than theretofore contemplated.

While the States have gladly accepted the financial aid which the central
Government alone was able to give, it will be quite another thing to expect
them to relinquish the supervision and control of the largest financial in-

stitution in the country, particularly when there is no real reason for doing -

80 and no promise that the Federal Government can do a more efficient job
than the States. New York State alone has an income from insurance taxes
and fees of some $17,000,000 a year. The cost of administering the In-
surance Department, by far the largest in the country, is only about 6%
of this amount, and when refunds collected from the companies are deducted,
the net expense of the Department to the State is only 3}4%. Approxi-
mately 45% of the State’s insurance income is from the life companies,
practically all of which do an interstate business. It is not likely that the
States will voluntarily give up this source of income at a time when it is
necessary for them to use every effort to increase revenue. Neither is it
likely that the States will voluntarily surrender their powers and responsi-
bilities to the Federal Government in the absence of any controlling reason
why they should.

But more importnat still is the attitude of the policyholders of the Na-
tion—which means the general public, for nearly everyone is directly or
indirectly interested in life insurance and to a large extent dependent upon
it for security. In spite of all the publicity that has been given to defects,
real and supposed, in the institution of life insurance through the present
investigation, there is apparently no public demand for Federal super-
vision. On the contrary, those who have put their savings through the
years in life insurance policies are fearful of any change in control which
might shift the emphasis from broad diversified investment in the wealth
of the country to the utilization of this vast reservoir of the people’s savings
for the support of Government projects. . . .

Ever since the Armstrong investigation State insurance supervision,
while not free from certain faults and defects, due in large part to the dif-
fusion of control, has made good. The volume of life insurance has in-
creased from about 1034 billion dollars in 1906, when the Armstrong Com-
mittee made its report, to nearly 114 billion dollars last year, and the pre-
mium income from about 499 million dollars to nearly 334 billion dollars.

This huge accumulation of capital belonging to the plain people of this
country, and in very large measure to those who are in the low income
groups, has been invested in the railroads, utilities, real estate, mortgages,
obligations of Federal, State and local governments, and in the financing of
huge industrial concerns. It is through diversity that a safety has been
achieved unknown in most financial institutions. 'This money has been
hired out by the boards of directors of the life companies for the purpose of
securing the safest possible investment coupled with a steady and adequate
return. Naturally the investments of some companies turned out better
than others but on the whole the experience of the past 35 years has been
one of which the life companies generally may well be proud. The Federal
Government certainly has received full cooperation in the marketing of its
bonds during the depression period. Prior to 1929 the holdings of the com-
panies in United States Government securities was less than 3% and today
it is almost 18%. Approximately one-quarter of all life insurance com-
pany investments are now in government, county and municipal securities
of one kind or another.

The life companies doing business in this State, at least, do not invest
in equities but in the primary securities. They have no interest in the
operation or management of industry excepting from the standpoint of
safe and sound investment. It is remarkable that with such potential
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power life insurance has been so free from selfish financial domination or
control. The people’s money has gone back to make richer the lifeblood
of the Nation and to finance and make possible the continuation of its in-
dustries and the extension of trade, commerce and business into new fields.

In our State we have had an enviable record so far as the stability of life
companies is concerned. Approximately 40% of the business of the coun~
try is done by our domestic companies and 85% of that business is done by
companies authorized to do business in this State. Not a single one of
those companies failed during or since the depression and our records show
that for a period of 30 years, while some companies have gone out of busi~
ness and have had to be reinsured, there has been no ultimate loss to policy-
holders in the entire period. What financial institution can compare with
this?

———me

Work of Bureau of Reclamation Discussed by Com-
missioner John C. Page at Annual Convention
of Associated Contractors

The Bureau of Reclamation follows the policy of letting
its work by contract on competitive bidding, John C. Page,
the Bureau’s Commissioner, said on Feb. 7 in an address
before the annual convention of the Associated General Con-
tractors of America at Memphis, Tenn. In the few instances
in which the Bureau has recently done work with Govern-
mwent forces, he said, there has been good reason for it, but
he added that he did not anticipate that this would often
be necessary in the future. The volume of the Bureau’s new
work during the coming year will probably be reduced, he
remarked, but nevertheless predicted “a considerable num-
ber of attractive jobs placed on the market in connection
with projects now under way.” In part, in reviewing
briefly “the history of the relationship between the Bureau
of Reclamation and the contracting industry,” Mr. Page
said:

At the outset of our work in 1902 we adopted the contract method. We
bad a great number of suspended contracts, and were forced to take over
plant, and equipment. Soon we found when undertaking work in places
difficult to reach that no bids were received. This meant we were obliged
to do these jobs ourselves, and to build up a construction force (and it
was a good one, t00) in order to get the work done. Later, work was done
with Government forces to keep our organization busy. During thig time
we did work that the contractors would have been glad to have had. This
phase extended to 1925. In these 23 years we spent about $160,000,000
for construction. Of this amount about $60,000,000 was for Government
force construction, $40,000,000 for construction by contract, $50,000,000
for materials and supplies, and $10,000,000 for rights of way.

In 1925 a policy of letting all possible work by contract on competitive
bidding was adopted by the Department of the Interior. This policy
extended to the Bureau of Reclamation. Since then very little construc-
tion work has been done by Government forces. Between 1933 and 1939
a total of $290,000,000 of conslruction was done on Bureau of Reclama-
tion projects. Of this total only $2,567,000, or less than 2% was done by
Government forces. It is a notable commentary on the reliability of the
coniractor toduy to state that since 1932 we have not experienced a sus-
rended contract.

From the remarks of Mr. Page incident to the Bureau’s
work, we also quote:

I have heard two types of complaints about our methods. Some, who
are not well informed, complain that on some job which they can not
identify the contractor made an unreasonable profit. These complaints
are founded on rumors. We expect the contractors to make a reasonable
profit. We know that some have taken losses in doing work for us. Some
have been lucky, and have not had the interference from weather or other
bugaboos which was reasonably to be expected, and have done better than
they anticipated. Frankly, I helieve a few have made more money than
we anticipated they should make on the work they undertook. In most
instances or suspected instances of this sort, however, the contractor came
up with a new method, an ingenious device, or an improved procedure
that was wholly his which earned his take for him. The Government got
the work done for what was a fair price, Moreover, once the contractor
used his brilliant idea and proved it would work, the idea was taken up
by othérs and the Government got the benefit of it on its next similar
contract. I am not revealing a secret when I say we would base our next
estimate - on the use of the new development. . . .

There are two important new developments which may have an impor-
tant bearing on our programs in the future in which you will be interested.
The first of these to which I want to call attention is the authority
recently granted to include consideration of flood ' control in planning
large, muitiple-purpose reclamation dams and reservoirs. ' Under an agree-
ment with the Corps of Engineers of the War Department, we jointly
review data obtained in preliminary investigations, and each organization
advises the other in its special field. By this method, it is believed that
construction and operation of multiple-purpose dams and projects will be
placed where they logically belong with the agency having the principal
interest and responsibility. Except for this innovation, ‘there would be
constant danger of duplication of effort in the preliminary investigations
made in the western area to which our work is confined, and a possibility
that some valuable function might be slighted in projects undertaken. Our
relationships with the Corps of Engincers have been and remain most cor-
dial. We can work together. .

The second important development is one in which considerable interest
has been expressed by contractors. I refer to the type of work involved
in the Great Plains water conservation and utilization program, - Projects
in this type of program are part relief. Some money expended is appro-
priated directly for this work and it is reimbursable, as is the entire cost
of construction of the projects in our regular program. This money goes
for supervigion, for materials and supplies, and for machinery, Additional
money is allotted from relief funds and is non-reimbursable, These funds
are used to hire relief labor to do as much as possible of the work
involved. It is a type of force account construction. It is also a desirable
means of providing necessary relief later on worthwhile, permanent, wealth-
producing improvements,

———————

R. McLean Stewart Says Investment Banking Business
Is in Period of Crisis Due to Engagement of Many
Government Agencies in Its Sphere—Amendment
Urged to Securities Act of 1933

The investment banking business in in a period of crisis
in which the fundamental issue involved is whether its
essential function is to be carried on by the Government,
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leading to Government-controlled economy, or whether pri-
vate enterprise is to continue to exist in industry and in the
natfon itself, R. McLean Stewart, Vice-President of Harri-
man Ripley & Co. Inc., declared on Feb. 26 in an address
before the New School of Social Research, New York City.
Pointing out that a vast army of Government agencies are
in varying degrees engaged in the investment banking func-
tion,” Mr. Stewart asserted:

Private business cannot compete with those agencies of government
which have little or no need to be concerned about economic risk. And
available records do mnot suggest that agencies of government generally
have that concern for the taxpayers’ money which bankers and invest-
ment bankers are not only expected, but required, to have for other
people’s money—for the savings of investors. If an agency of govern-
ment underwrites or buys a bad issue of securities or makes a bad
loan, the loss can be written off and charged to the tax-payers.

On feb. 16 last, the Secretary of the Treasury reported to Congress
that borrowers from 81 government corporations and lending agencies
had defaulted on $1,053,742,488 in principal and interest payments. Pre-
sumably this lost billion has been written off or charged to the tax-
payers. Investment banking cannot meet that kind of competition. It
must work within the bounds of sound and prudent business principles.

Mr. Stewart added that the economic area open to invest-
ment banking has not only been reduced in size and
hemmed in by governmental invasion of business spheres, it
has also been greatly circumscribed and restricted by regu-
latory laws and administrative agencies. Pointing out that
business in the United States, which once set the world
standard for efficiency, is now so tightly tied in “red tape”
that efficiency is being destroyed, Mr. Stewart said that
it was immensely important that procedures under the vari-
ous Federal and State laws be simplified.

Urging an amendment of the Securities Act of 1933 so
that it will become more workable, without reducing the
protection to the investor, Mr. Stewart declared that as a
result of the “20-day waiting period” required between
registration and offering of new securities, the capital

"market has not functioned in a way designed to afford the

free flow of funds between investors and borrowing cor-
porations. Mr. Stewart continued:

Since the preparation of registration data prior to registration usually
takes 2 minimum of from three to four weeks, the result is that some six
to eight weeks must elapse before an issue can be made ready for public
offering  The delays and inconveniences imposed by this requirement have
caused many issucrs to avoid the public market and sell their securieies
dircctly to institutions without registration through “private placement.”

Emphasizing that it bas, in general, been widely recog-
nized by corporate management that substantial advantages
are to be derived from widespread public distribution of
securities, Mr. Stewart said that the fact that 215 billion
dollars or more of corporate financing in the past five
years has avoided the general market and gone directly
to insurance companies and other large buyers, was due

.largely, if not entirely, to the Securities Act. He went

on to say—

As things now stand, the large buyers are in a position of decided
advantage and smaller investors throughout the country are being denied
the opportunity to purchase securities of a large percentage of the highest
grade industrial and public utility issues which would normally become
available to them through the general market.

This unbalanced situation will disappear when Congress examines the
law and amends it in accordance with the principles of fair and equit-
able treatment—not only for investment bankers, but much more im-
portantly, for all issuers and for the investment public.

Referring to the agitation in recent months to compel
corporations to sell securities by competitive bidding in-
stead of direct negotiation, Mr. Stewart stated:

The auction block method of sale is not one which can be expected
to produce a fair price. It is rather one which tends, under certain
circumstances, and because of the pressure it exerts, to extract unwar-
rantly high prices from the buyer. And the ultimate buyer of securi-
ties is the investor.

Auction block sale to bidders who have had no part in, or responsi-
bility for, the actual construction of the issue will most certainly lower
the quality of the security and eliminate provisions which, although they
may seem burdensome to the issuer, should be included for the pro-
tection of investors. In the 1933 Act, Congress clearly identified the
responsibilities of underwriters with those of issuers. This would have
been an illogical and unreasonable thing to do had Congress contemplated
that underwriting would be arranged in any way other than through
direct negotiation. The language of the Act shows that no such idea
couid have been entertained by Congress.

Mr. Stewart criticized inferences developed at Temporary
National Economic Committee hearing that the investment
banker is rapidly becoming unnecessary ‘because, it was
contended, many if not most businesses can now meet their
capital needs without having to borrow, that when they
do borrow they often go around the investment bankers and
the public market through private placement, and that few
businesses are expanding anyhow, since the United States
has reached the state of mature economy.

—_—
Chemical Report -Sees Rising Foreign Trade Under

War Conditions — Exports Reached New High
in 1939

Record chemical exports, coupled with rising sales abroad
of other commodities, presage expanding foreign trade
under war conditions, according to an analysis prepared
by Otto Wilson, Washington, D. C., statistician for the
American Chemical Society. Chemical exports reached a

new high last year, surpassing those of 1938 by almost 30%,
Mr. Wilson points out. Imports, on the other hand, were
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only slightly above the total of the preceding year. An
announcement in the matter further said:

December, 1939, exports of chemical goods were almost double those
for December, 1938, being valued at $19,502,000 as compared with $11,-
475,000, Imports, at $6,763,000, were practically the same as in 1938.

“An augury for the 1940 trade is seen in the fact that in  December
total exports of merchandise of all kinds from the United States were
37% more than in December, 1938, and imports 40% more,” Mr. Wilson
says, “Total exports in December were the highest for any one month
since March, 1930.”

All classes of chemicals and related products shared in the general gain
in exports, and all but fertilizers and the minor group of explosives ghared
in the import increase.

“As might have been expected in a year of such drastic trade dislo-
cations, the changes in both imports and exports were unevenly distributed
among the various groups,” Mr. Wilson adds. “Fertilizers suffered more
scverely than any other important group, exports showing but little gain
in the face of the general big increase in chemical sales, and imports
declining by 11%.

“Coal-tar products benefited most by the new conditions, exports in-
creasing almost one-half. Sales of industrial chemicals abroad also took
a long stride forward, while medicinals and pharmaceuticals enjoyed a
much brisker trade, both in purchases and in sales.” )

Industrial chemical exports, with a 1939 value of $36,514,000, again
took the lead in export trade in chemicals, registering a total gain in
value over 1938 of 45%. Outstanding groups were sodium ' compounds,
alcohols, gases, acids and anhydrides, and synthetic collecting reagents
for conceutrating ores, metals, or minerals. Imports of industrial chemi-
cals rose 5% in 1939, to a value of $17,632,000.

. B

R. E. Desvernine Sees Threat to American Democracy
in Growth of Federal Power
Commenting on the increasing encroachments of the
Federal Government on the qoverelgnty of the States, R. E.
Desvernine, President of the Crucible Steel Co. of America,
sees a serious threat to democracy in the present trend toward
government regimentation of private business. “The authors -
of the Constitution thought they had set up impregnable
defense mechanisms against an authoritative and absolute
central government,”” says Mr. Desvernine in Chapter XIII
of “The New Outlook in Business,” a recently issued book,
edited by Bronson Batchelor and published by Harper &
Brothers. “But,” continues Mr. Deasvernine, “most of
these defense mechanisms have been dismantled and most
of these ramparts scaled, not by any authentic act of the
ople through their prescribed procedure of amendments,
ut rather by ‘interpretative amendment’ by the courts and
by executive and legislative expropriations in default of
opposition.’”” An announcement bearing on Mr. Desvernine’s
remarks further says:

As a highlight on the milestones past which the Federal Government ha.
been marching to secure jurisdiction over American ind ial and ecc i
life, Mr. Desvernine points out that Federal taxes, first levied for revenue
only—to provide for the limited political functi of the Gov t, as
prescribed in the Constitution—were shortly thereafter collected for economic
purposes, followed by taxation for social purposes. The justification for
these two latter purposes, says Mr. Desvernine, ‘‘implies the principle that
the Federal Government has a duty to employ its political functions for
industrial and social objectives. Such a principle,” he goes on to say,
“‘certainly contains the germ of industrial socialization."

The distortion of the Income Tax Amendment into a social instrument
for the sequestration of large private incomes; the employment of taxes ‘‘as
corrective and punitive ‘implements of public power' ’’; the control and
subsidization of agriculture and industry; the competition of Federal
projects with private enterprise; the provision of homes and relief; the
redistribution of wealth; the regulation of profits—these he cites as typical
employment of taxes ‘‘to recast our entire economic system.'’

‘“Another potent implement used by the expansionists to pierce through
constitutional barriers,”” avers Mr. Desvernine, “is ‘interpretive amend-
ments.” Elasticity is discovered in every word of the Constitution and
‘interpretations’ are devised to serve the objectives of a mnew political
philosophy. The progression is constant; each adaptation of the Constitu-
tion by so-called ‘liberal’ construction is a new point of departure for further
and further expansion.””

Mr. Desvernine asserts that this governmental “‘appetite for power" is
not necessarily a Democratic or a Republican attribute, but has been com-
mon to all administrations, particularly from 1900 on. Of the present
Government, however, he says, ‘“The movement toward socialization of
economic life, under the Roosevelt administration, has received encourage-
ment as never before at any period in the history of the United States and,
unless checked, will destroy the institutions of American democracy."

—_———

Increases in Tax Rates Have Made It Easier For Wealthy
People to Contribute to Charitable Purposes,
According to Study Published in “Trusts and
Estates’’

A new and different light is thrown upon the supposed
effect of heavy taxation upon American philanthropy, in a
statistical study of the benefactions of wealth in recent
years by C. Lowell Harriss of Columbia University, pub-
lished in the current issue of ‘“‘Trusts and Estates,” monthly
magazine devoted tqQ the interests of trust companies and
trusteeships generally. Mr. Harriss says:

Income, estate and gift tax rates have reached new heights during this
decade, especially in the higher brackets. If the Government thus takes so
much of one’s income or estate, how can one possibly afford to be generous?

The answer is: The Government, within wide limits, relieves a person of
much or all of the tax if he uses his property for any of a very wide variety of
charitable purposes.

Pointing out that the laws exempt from taxes gifts to
foundations, Mr. Harriss states:

A person can devote his wealth to the specific purposes he wishes, can
control the investments, and can leave his heirs responsible salaried positions
as trustees or co-trustees. He can also eliminate the difficulties of liquidating
any part of his estate, such as an investment in a family business, while
leaving his heirs in effective control of the property, if he is willing to devote
the earnings, minus trustees’ fees, to some worthy cause.
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Mr. Harriss presents a number of statistical computations,
and also a series of tables, demonstrating that in the first
place, wealthy persons can in effect to a very large degree
give money to charity which they would otherwise have to
pay in taxes to the Government, so that the Government
actually bears by far the iarger share of the burden of the
gifts; and that at the same time wealthy persons, while
complaining that taxes maka it impossible for them to give
to worthy causes, actually bear a much smaller proportion
oi the support of those eauses, than people of moderate means.
His fina{)conclusion is that:

The increase in tax rates has in a very real sense made it easier rather
than harder for many to contribute.

—_———

Maintenance of Individuals’ Civil and Personal Lib
erties and Effecting Sound Recovery Are Main
Problems of United States, Says Noel Sargent of
Manufacturers’ Association

Two main problems confront the United State_as today :
first, the maintenance of personal and civil liberties of the
individual and, second, the obtaining of a sound and sub-
stantial sustained recovery, Noel Sargent, Secretary of the
National Association of Manufacturers, told the Ma_rshgll
Wythe Seminar at the College of William and Mary, Wil-
liamsburg, Va., on Feb. 15. Mr, Sargent said;

American advocates of Communism and other systems of full government
‘control over all industry and private life apparently believe that personal
and civil liberties should be sacrificed in the hope of obtaining real
recovery. Most Americans do not agree. Most of us believe that any
sacrifice is worthwhile if we can retain our representative democracy, our
personal and ecivil liberties, and the American system of free enterprise.

Not only do we so believe, but we believe further than it is possible
to obtain a completely sound and substantial sustained recovery without
sacrifice of the vital elements of the American system,

Mr. Sargent asserted that “recovery for the United States
must rest upon two factors:

(1) Absence of forcign situations which drastically disrupt international
trade and finance.

(2) Presence of domestic factors which promote instead of impede eco-
tiomic balance and recovery.

He continued :

Even though we cannot cure the foreign situations which disturb our
rational economy we can at least reduce their disruptive effect if our
internal house is in order.

What can we do {o promote order at home, giving us a sound founda-
tion for national recovery?

This is certainly not the time to review together all of the factors
which impede economic recovery. It may be said in brief, however, that
as a whole the business men of the country are convinced that the prin-
cipal domestic barriers to our internal progress are:

(1) A tax system which reduces the incentive to put risk or venture capita
into employment-providing enterprise.

I (2) A labor situation which promotes discord and disturbance.

One of the most essential steps necessary to putting this country’s
cemestic house in order is the maintenance of good labor relations through-
out the Nation.

This is accomplished best to the extent that:

(1) The managers of industrial establishments conform to equitable principles
of employment relations.

(2) Industrial employees or their representatives fully cooperate with manage-
ment efforts to establish mutually satistactory relationships.

(3) Government provides a framework of law under which both management
and employees can work together.

———

National Association of Manufacturers
Study of Employment Regularization

An analysis of American industry’s methods of regularizing
employment, said to be the most comprehensive yet under-
taken, was recently completed by the National Association
of Manufacturers “to assist manufacturing companies in
their efforts to achieve greater employment stability and
greater protection for employees.” The study describes the
various methods utilized to reduce violent “ups and downs”
in production and employment, and lays emphasis upon the
resultant benefits to both industry and employees.

Eighty-nine leading manufacturers comprised the N. A. M.
Committee on Employment Relations, which undertook the
study under the chairmanship of A, W, Hawkes, President
of Congoleum-Nairn, Inc.,, Kearny, N. J. Details of the
survey were handled by a special subcommittee appointed
to study the problem, which was headed by C. S. Craigmile,
Vice-President of the Belden Manufacturing Co., Chicago.

In making public the report on Feb. 24 the Association
stated that 35 tested procedures for stabilizing employment
in industry, successfully utilized in the four broad fields of
production, distribution, personnel and management activity
are analyzed in the survey, intended to serve as part of the
industry’s nation-wide efforts to stabilize employment
whenever possible. For the guidance of manufacturers the
report contains a compilation of 68 “case histories” of indi-
vidual companies which present in detail practical experi-
ences with employment stabilization and the degree of suc-
cess accomplished.

Preliminary to the issuance of the report this week Mr.
Hawkes had the following to say regarding the findings
of the group:

This study offers convincing evidence that industry refuses to accept as
compietely insurmountable the factors that militate against the solution
of this problem. Manufacturing concerns throughout the country are
giving increasing thought and study to the feasibility and practicability
of providing their employees with greater continuity of work,

Where companies have succeeded in this aim, the study
points out, “important advantages” have resulted. The
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more important of these advantages are summarized as
follows:

1. Reduction of tax rate through merit-rating provisions in State unem-
ployment compensation laws.

2. Increased efficiency of the plant.

3. Greater use of plant and equipment.

4. Lower production and labor costs,

5. The avoidance of overtime penalties during peak periods.

6. Reduction of labor turnover costs.

7. The elimination of expense incidental to the examination and train-
ing of new employees.

8. Increased versatility and flexibility of employees.

9. Upgrading of workers.

The study stresses the “immeasurable benefits” to em-
ployees of employment regularization in furthering “their
security and their sustained income” through “efforts to
increase and extend continuity of employment for workers.”
The report points out:

A significant fact that emerged from the survey was that management
is making widespread and strenuous efforts to stabilize production wherever
possible, so that regularized employment will result, a process marked by
the practical application of and experimentation with a number of different
techniques.

Whereas employment regularization has had a greater success in con-
sumer goods industries, even in those industries where the factors that
control production are almost entirely of an external nature and beyond
the control of management, there is substantial evidence of strenuous

efforts to flatten production peaks and achieve some degree of employment
continuity,

The report also discusses handicaps faced in some cases
which, it is pointed out, “definitely limit the ability of
many firms to accomplish desired employment regulariza-
tion results,” Among the major handicaps encountered
were : ;

Difficuity of planning in advance because of such factors as seasonal
fluctuations, ch\anges in style, the fact that the customer’s requirements
must control production schedules, and the need to install new machinery
for changing models and desigas.

The fact that building advance inventories requires tremendous capital.

The fact that many industries are dependent upon conditions entirely
beyond their control—conditions in other markets and other industries.

The extent to which certain existing legislation, notably the wage-hour
law, rigidly restricts the averaging of work hours. In this connection the
committee commented on the fact that many companies in the past had
succeeded in maintaining a regular work force and affording them a

greabexc-l annual volume of work-hours and wages by using this now-restricted
method. :

———————

Southeastern Harbors Tied-up by Longshoremen’s
Strike

A tie-up in coastwise shipping in seven Southeastern
ports resulted from a longshoremen’s strike which started
Feb. 24. The strike was voted the day previous, when de-
mands for wage increases were not met by steamship com-
panies.

Associated Press advices from Jacksonville, Fla., Feb. 25
bearing on the strike, said:

James L. Bernard, representative of the Maritime Labor Board at
‘Washington, who came here several days ago in an effort to avert the walk-
out, said there had been no change in the situation. V., E, Townsend,
Vice-President of the International Longshoremen’s Association, an Ameri-
can Federation of Labor affiliate, was expected here shortly and Mr.
Bernard said he was trying to arrange a conference with shipping interests
on the dispute.

Longshoremen who work coastwise ships, it was explained by Ike Gray~
son, leader of the local union, want a pay increase of 10 cents an hour to
bring their wage in line with that received by wharf workers who load and
unload deep-sea and intercoastal vessels.

Approximately 8,000 union longshoremen in Charleston, 8. C., Savannah v
Ga., Jacksonville, Fort Pierce, Port Everglades, Miami and Tampa, Fla.,
are involved in the strike, voted last Friday night. A number of steamship
lines canceled sailings from New York and one placed an embargo on cargo
moving out of the port. Similar steps were taken at other affected ports.

Joseph P. Ryan, President of the International Longshoremen’s Asso-
ciation, said yesterday that he would seek today to have the conciliation
service of the United States Labor Department intervene to prevent steam-
ship companies and dock workers from losing business ““they can never win
back.” On his return yesterday to New York from Miami Mr. Ruan said
he had not yet been officially informed of the longshoremen'’s strike in eight
South Atlantic ports.

Referring to reports that the strike was called by the I. L. A. after un-
successful efforts to avert it had been made by the Maritime Labor Board,
Mr. Ryan said: *‘As far as having the Maritime Board, we will not accept
it while Dr. Louis Bloch is a member, because we know he is not in sympathy
with what we represent. On the other hand, we will gladly accept the con-
ciliation service of the Department of Labor, because we have confidence
in Dr. John R. 8teelman, who gettled our strike here in November,”

Negotiations to end the strike in the South were resumed
according to Associated Press advices from Jacksonville,
Fia., Feb. 28 which stated:

So ‘‘the public would not suffer,” striking longshoremen in five South-
eastern ports were ordered back to work temporarily today to discharge
cargoes from vessels loaded before the strike was called Saturday.

Following a conference with shippers, V. E. Townsend, Vice-President of
the International Longshoremen’s Association, issued the order to strikers
in Charleston, C. C., S8avannah, Tampa, Miami and Jacksonville, Fla..

“We took this step,” he said, “in order that the public would not suffer
in a dispute which is entirely between the union and the steamship lines.”’

No steps were taken to end the dispute which has 6,700 men idle between
Charleston and Miamj.

Conversations between Joseph P. Ryan, President of the International
Longshoremen’s Association, and John E. Craig, Vice-President of the
Clyde-Mallory Line and Chairman of the coastwise steamship operators’
committee, continued in New York yesterday but *“‘not much progress was
made,” it was said last night by Mr. Ryan.

Negotiations to end the strike at Miami, Tampa, Jacksonville, Fort
Pierce and Port Everglades, Fla., 8avannah, Ga., and Charlestown, S. C.,
were resumed in the South and the I. L. A. leader said, “we seem to be
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pretty close to an agreement}winh the -Refrigerated Steamship Lines.””
(United Fruit Company), one of the five companies affected by the strike.
Vessels of the coastwise lines affected which also includes the Clyde-
Mallory, Savannah,§Bull and Merchant and Miners Lines, remained idle
because of the embargo placed on cargo as a result of the strike.
PR S

Merchants’ Association of New York Launches Mem-
bership Campaign—Program Divided into Con-
servation, Production, Coordination and Service—
Representative Bruce Barton Decries “War Against
Middle Class’—Remarks of J. D. Maguire

The present Administration in Washington is conducting

a “war against the middle class,” Representative Bruce

Barton of New York said on Feb. 26 in an address before

the Merchants’ Association of New York City. Mr. Barton

said that a Government “which bases its policies and pro-
gram on burdening the middle class, and assumes that in
so doing it is working mo hardship on the poor, is eco-
nomically illiterate.” The destruction of the middle class,
he continued, means the destruction of democracy, and

“without a prosperous middle class there is no security

for anybody.” Iepresentative Barton’s address featured

a luncheon of the Association at the Hotel Astor at which

it launched its membership campaign, on the eve of the

opening of which John Lowry, President of the Associa-

_tion, announced that its program of activities had been
reviewed and brought up to date with the idea of fitting
them to the exact needs of business in 1940. Included in
the new program are such items as limitation of national
expenditures to indispensable public needs, a reduction in
State taxes, increased trade with Latin America, work to
make 1940 New York's greatest convention year, promo-
tion of a better understanding between the public and
business, and ascertainment of the causes of the loss of
industry by New York. In making the program public Mr.
Lowry declared:

No individual enterprise, however powerful, can deal in any adequate
way with the forces behind hostile, short-sighted or foolish laws and regu-
lations. Adequate protection for business requires more than constant
watchfulness and more than expert study of many complex public ques-
tions. Above all it requires determined action backed by numbers.
Nothing talks lounder than numbers among the politically minded.

Jeremiah D. Maguire, President of the Federation Bank
& Trust Co. of New York, who also spoke at the luncheon,
is the General Chairman of a committee comprising nearly
500 business men through which the Associations member-
ship campaign will be carried on. Arthur A. Ballantine,
former Under-Secretary of the Treasury, who recently be-
came Chairman of the Associations Members’ Council, pre-
gided at the luncheon. From the remarks of Representa-
tive Bruce Barton we take the following:

Each of you gentlemen is a “forgotten man.”

That phrase, as you know, was not coined by the present President of
the United States. It is first found in Professor Graham Sumner’s book,
“What the Social Classes Owe to Each Other,” published in 1883. . . .

The real “forgotten man’ for whom Professor Sumner felt sorry was
the middle class citizen. “I call him the Forgotten Man,’ he says,
“hecause I have never seen any notice taken of him in any of the dis-
cussions. It is this Forgotten Man (the middle class man) who is threat-
ened by every extension of the paternal theory of government. It is he
who must WORK and PAY. When, thercfore, the statesmen and the
social philosophers sit down to think what the State can or ought to do,
they really mean to decide WHAT THE FORGOTTEN MAN SHALL DO.”

Well, gentlemen, politically you do not amount to anything. You are
not organized; you have no spokesman, no champion, no power to punish
your enemies or reward your friends.

In Congress we hear plenty about labor, the veterans, the farmers, and
the unemployed. We never hear anything about you. There are only a
few more than 3,000,000 of you who pay income taxes anyway, and we
know that while you will squawk you will not do anything. You go
right along foolishly dividing yourselves between the Republican party
and the Democratic party. You never have learned, as the pressure
groups “have learned, to vote for the candidates who will give you a
break.

So we politicians don’t lose any sleep worrying about you.

You are just beginning now to get the real bad news. The seven
years of riotous governmental living are ended; the banquet is over, and
the waiter is bringing in the chack.

And who do you think is elected to pay the check? You are—you, the
middle class—you the forgotten men.

In a press conference a few weeks ago the President threw out one of
those light-hearted, hit-or-miss comments so typical of our boasted *‘eco-
nomic planning”” to the effect that a 10% increase in income taxes would
finance the proposed expenditures for economic defense. He added airily
that such an additional tax would be easy to collect (we politicians know
where to find you; you are all in business and listed in the telephone
directory), and he added that such a tax would be socially desirable since
it would not “hurt the consumer,” In other words, it is not a tax that
can be passed on to the masses in the lower income groups. :

Well, now, is that true? Is it a fact that the national and State an
city governments can go on indefinitely bleeding the middle classes of
this country without in any way affecting the jobs or the living standards
of the multitudes?

I shall give a brief answer to that question. Not a partisan answer;

not a political answer.
answer based on facts.

I recently circulated a questionnaire among a group of typical middle
class business men. No one of them -is rich; none is poor. Their incomes
range from around $6,000 a year to $35,000, or’perhaps $40,000. Most
of them are men in their 80’s and 40’s, married, with children to educate,
- with some life insurance, and with homes on which they are gradually
reducing the mortgages. I asked these men to figure out and report
anonymously just how much a 10% increase in their income taxes would
amount to, and then I asked:

“Would
B ghg xi'dvevg &xwm:;t:u :x'x’x changes or cuts in other items of you

Just exactiy half of the men who answered the questionnaire said they
would have to make cuts. If this group is representative of income tax-

Not an answer based on supposition, but an
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payers as a whole, and I think it is, then we can assume that about one
and a half million families would have to reduce some part of their
expenditures, curtail their purchasing power at some point, in order to
pay an additional 10% income tax.

Where do they plan to cut? Whom will their curtailments affect?
The answers to those questions are very interesting; interesting mot
only to you but to the “one-third who are ill-fed, ill-clothed, ill-housed.””
For the answers prove that we have reached the point in taxation where
any further increase in taxes means an increase in unemployment.

In other words, when the taxes are raised on you men in the middle class it i8
going to mean loss of jobs in the classes further down.

Here’s the proof.

Sixty per cent of the men who answered my questionnaire said they
would bezin cutting down on entertainment—in their homes, in their
clubs, at thecaters, restaurants, etc.

That means less employment and fewer jobs for walters caterers, theatrica
and motion picture people, etc.

Fifty-three per cent said they would have to reduce their savings
which, in most cases, are being put aside for the education of children
or as a provision for old age.

Forty per cent said that their contributions to charity had already been
cut and would be further diminished. ¥

Good news for churches, colleges, hospitals, and all benevolent and philanthropie
organizations.

Forty per cent said also that they would buy less wearing apparel;
“the old suit is a little shabby, but make it do another year.”

Tallors, shoemakers, necktie workers, and other employ in the clothing ind y
will be interested in this statement.

Mr. Maguire stated that every business man in New York
owes it to himself and to his fellow citizen to do his part
toward the upbuilding of the Association. Mr, Maguire
also said:

1 am selling insurance. I am selling a policy as important to every
business man as any policy he may procure. It seeks to protect him—

l.tAgalnst perniclous legislation either by the city, State, or the Federal Govern-
ment.

2. Unwarranted and unjustified taxation.

3. Untalr competition from Government-subsidized agencles.

4. Labor troubles originated by gangsters, racketeers and other unauthorized
labor agitators. s

It seeks to provide to the policy holder—

a. Bafety for hl_s business.

| b. Repr betore 1 fve and civil groups on all matters pertaining
&n any way to business

¢. Guardianship against the social termite who 18 attempting to undermine the

usiness and soclal standards of America.

d. Better coordination and understanding between business and the public, as
well as between business and the Government.

These are but a few of the many features of the policy. The under-
writer is the Merchants’ Association of New York. The premium is the
negligible amount, through a misnomer commonly called “annual dues,”
which the insured is called upon to pay.

How many of us present have ever thought of the large mutual insur-
ance companies in our country who wield much influence both in the
field of industry and legislation? How did they attain and how do they
retain their status? The answer is obvious. It is through the number
of policy holders who join up in a mutually objective plan.

Mr. Maguire announced on Feb. 18 the names of those
who as Division Chairmen will head the various divisions
of workers who will participate in the Association’s mem-
bership campaign. Each Division Chairman will act as
leader of from 20 to 100 committeemen divided according
to the trades and industries in which they are engaged.

The Association’s new program is divided into four main
sections: Conservation, Production, Coordination and Serv-
jce. Asl to its program for conservation the Association
says:

Conservation—The times demand that America shall conserve and
develop her strength. The Merchants’ Association is working for: Limi-
tation of national expenditures to indispensable public needs and adjust-
ment of our public finances to meet any emergency. An adequate program
of national defense. ~ Protection of the interests of the Port of New York.
The elimination of wasteful relief methods with due provision for neces-
sary relief in accordance with sound economic policies. Reduction in
New York State taxes. Sound limitation of the expenditures of the ecity
government. Reform of the unsound municipal pension systems before
July 1, 1940. Sound city planning, especially revision of the Zoning
Regulations and speedy development of the Master Plan. = Adjustments
in the tax laws, including elimination of the capital gains tax and other
changes calculated to encourage the investment of private capital—re-
vamping of the city relief taxes to make them less irksome—a more
general spreading of the visible tax load. .

Declaring that production is the basis of all employment,
The Associatiation indicates that is working for:

Laws to encourage & housing and slum’ clearance program to be car-
ried out by private enterprise. Better building by keeping the New
York City Building Code up to date. Shifting to private contractors of
necessary construction work now done by WPA. Increased trade with
Latin-America ; development of special opportunities to increase the City’s
tourist trade. Ascertainment of the causes of the loss of industries which
New York has experienced, in order that steps may be taken to check
this migration and increase the City’s factory employment and output.

Coordination—The times require that the forces of Amer-
jcan life—business, capital, labor and the public—shall be
united in thought and action. The program includes:

Continued work for closer relations and better understanding between
the public and. business. Support of soun