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The Commerciﬂ & Financial Chronicle
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Dividends

To Holders of:

Greek Government 5 Per Cent. Loan of 1914.

It is hereby brought to the knowledge of bearers of coupons &r Greek Loans expressed

in foreign currency falling due from April 1st, 1940,
erstanding and agreement between the

the une

until the end of the war, that following

Greek Government, the Council of Bond-

holders in London, and the Loans Committee of the League of Nations, with regard to the

coupons in
will be paid

Holders of bonds
coupons to J. P,
New York City.
maturity dates, by order an

y the Greek State. -

of the above Loan are,
Morgan & Co. Incorporated,

The 43 z, payment will be made on and after the respective coupon
for account of the Bank of Greece.

uestion of the above maturities, a percentage of 43% of the face value thereof
therefore, invited to present, when due, the

Paying Agent in New York, 23 Wall Street,

The rate of such payment

will be 43% of the sterling face amount of each coupon as follows:
On a £ 0.9.11 Coupon
On a £ 2.9. 7T Coupon
On a £12.7.11 Coupon

In accordance with the terms of the bonds of this Loan, the above-mentioned

£0.4.8,17

£1.1.3,856

£5.6.7,26 '
ayments

will be made by the afore-mentioned Paying Agent, in New York at the dollar equi valent of

the sterling amount thereof, upon the basis
the time of presentation.

of their buying rate of exchange on London at
Coupons upon which payment is made will be perforated with

the legend ‘43¢, Paid” and returned to be re-attached to the bonds from which they were

detached. Coupons thus

resented for payment must be accompanied by letters of trans-

mittal which may be obtained at the office of the above Paying Agent.

Athens, March 27, 1940.

A. APOSTOLIDES,
Minister of Finance.

The Monthly

Earnings Record

An indispensable record of care-
fully compiled earnings statements,
rovised and published monthly

PART I

STEAM RAILROADS

Gives the monthly returns of
every Class I road obliged to
file with the Interstate Com-
merce Commission, with com-
parisons for two previous years.
Alco gives supplementary state-
ments for the current month and
ear to datv, showing income,
ixed charges, dividends, &e.,
and selected balance sheet items.

PART IT

PUBLIC UTILITIES
INDUSTRIAL
, “MISCELLANEOUS
Gives latest available monthly,
quarterly or semi-annual earn-
ings statements, with compari-
gons for one or more previous
gea.rs. Is a cumulative record,
igires for the latest available
period being repeated until the
next reports are available.
SUBSCRIPTION PRICE 2
$8.50 PER YEAR
Foreign Pestage Ezira Single Coples §1.00

WILLIAM B. DANA COMPANY

26 Spruce Street NEW YORK CITY

Dividends

The current quarterly dividend
of $1.25 o share on $5 Dividend
Preferred Stock and a dividend of
25 cents a share on Common
Stock have been declared, pay<
able June 29, 1940, to re-
spective holders of record May 31, 1940.

THEUNITED GAS IMPROVEMENT CO.

. W. MORRIS, Treasurer
April 23, 1940 Philadelphia, Pa.

The United Gas and

Electric Corporation

One Exchange Place, Jersey City, New Jersey
May 15, 1940.

The Board of Directors this day declared

a quarterly dividend of one and three quarters

ercent (13{%) on the Preferred Stock of the

g)o oration, payable June 15, 1940 to stock-

dyJune 1, 1940.

J. A. McKENNA, Treasurer.

holders of recor:

HOMESTAKE MINING COMPANY
Dividend No. 829
The Board of Directors has declared dividend
No. 820 of thirty-seven and one-half cents
é$.37%) per share of $12.50 par value Capital
k, payable MaI;,' 25, 1940 to stockholders of
record 3:00 o’clock P. M., May 20, 1940.
Checks will be mailed by Irving Trust Com-
pany, Dividend Disbursing Agent.

R. A. CLARK, Secretary.
May 8, 1940.

i

‘Magma Gopper Gompany
Dividend No. 71

A dividend of Fifty cents per share has been

declared on the stock of this company, pay-

able June 15, 1940, to stockholders of record

May 31, 1940,

H. E.DODGE, Secretary.

i

Spencer Kellogg and Sons, Inc.
A quarterly dividend of $.40 per share has been
declared on the stock, payable June 10, 1940,
to stockholders of record as of the close of business
May 25, 1940.
JAMES L, WICKSTEAD,
' Treasurer.

Foreign

NATIONAL BANK
of EGYPT

Head Office .
Commercial Register No. 1 .

Cairo
Cairo

e s s s

“Secarity Dealers of North America”

A directory of Stock
and Bond Houses

.

Strong—Rugged—Dependable
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RESERVE FUND. . .
G ——

. £3,000,000
. £3,000,000
E——

LONDON AGENCY
6 and 7 King William Street, E. C. 4

Branches in all the
principal Towns in

IMPERIAL OIL LIMITED
DIVIDEND

Notice to Shareholders and the Holders of
: Share Warrants

NOTICE is hereby given that a semi-annual
dividend of twenty-five cents (25c.) per share and
a special disbursement of twelve and one-half cents
(12%c.) per share, both in Canadian currency,
have been declared and that the same will
f)ayable on or after the 1st day of Junme, 1940,
n respect to the shares specified in any Bearer
Share Warrants of the Company of the 1929 issue
upon presentation and delivery of Coupons No.53
to any Branch of: .

THE ROYAL BANK OF CANADA,
in Canada.

The Payment to Shareholders of record at the
close of business on the 17th day of May, 1940,
and whose shares are represeated by tered
Certificates of the 1929 issue, will be made by
cheque mailed from the offices of the Company
on or before the 31st day of May, 1940.

The transfer books will be closed from the 18th
day of May to the 31st day of May, 1940, inclu-
sive, and no Bearer Share Warrants will be “split”
during that period.

The Dominion of Canada imposes a tax of 5%
deductible at the source on all non-residents of
Canada in respect of dividends received by such
non-residents from Canadian debtors. This tax
will be deducted from all dividend cheques mailed
to non-resident shareholders and the Company’s
Bapkers, when paying the dividend on presenta-
tion of coupons belonging to non-resident share-
bolders, | deduct the tax on presentation of

| the coupons. Ownership certificates must

presented with all dividend coupons owned by
residents of Canada and (E)resented for payment.

A _credit for the 5% Canadian tax so withheld
is allowable to shareholders resident in the United
States against the tax shown on their United States
Federal Income Tax Return. To enable such
credit to be claimed, the- United States Tax
Authorities require the receipt or cervificate of
the Canadian Commissioner of Income Tax
for such payment. To obtain such receipt the
United States shareholder must submit, at the
time of cashing his dividend coupons, an owner-
ship certificate on Canadian form No. 601.
Form No. 601, if not available at local United
States Banks, can be secured on request from the
Company’s office or at any branch of The Royai
Bank of Canada, in Canada.

Shareholders residing in the United States or
any other country outside of the British Empire
are advised that the amount of the current divi-
dend can be converted into U. 8. currency at
the official rate set by the Canadian Foreign Ex-
change Control Board by sending coupons, or
dividend cheques properly endorsed, to The
Royal Bank of Canada, 68 William Street, New
York City, or any branch of The Royal Bank of
Canada in Canada or any braach of any other
chartered bank in Canada with a request for a
draft in U, 8. currency in settlement of same.

Shareholders who are residents of British Em-
pire countries may obtain payment in sterling at
the official rate set by the Canadian Foreign
Exchange Control Board by sending their coupons,
or dividend cheques groperly endorsed, to any
branch of The Royal Bank of Canada in Canada
or any branch of any other chartered bank in
Cana.& with a request for a draft in sterling in
settlement of same, but such procedure may be
contrary to the exchange control regulations of the
country in which they reside, of which non-resi-
dents should take due notice.

The banks will remit at the Canadian Control
Board rates prevailing on the day of receipt, less
a small handling charge made by the Banks.
The official rates at this date are:

United States Dollar caecemee-—o- 11% Premium
Sterlin, $4.47 to the Pound
BY ORDER OF THE BOARD,

W. J. WHITLING,
56 Church Street Secretary.
Toronto 2, Ca .

> COLUMBIAN
CARBON COMPANY

Seventy-Fourth Consecutive
Quarterly Dividend

The Directors of Columbian Carbon
Company have declared aregular
quarterly dividend of $1.00 per share,
payable June 10, 1940, to stock-
holders of record May 24, 1940 at
3P.M.

GEORGE L. BUBB
Treasurer.

ELECTRIC BOAT
COMPANY

33 Pine Street

New York, N. Y.

The Board of Directors has this day declared
a dividend of forty cents per share on thelstock
of the Company, payable June 12, 1940 to stock-
holders of record at the close of businessiMay 28,
1940. -

Checks will be mailed by Bankers TrustZCo ,
N. Y., Transfer Agent. :

HERBERT D. SEIBERT & CO.
Publishers
26 Spruce Street

HENRY R. CARSE, President.
May 14, 1940.

EGYPT and the SUDAN

New York City
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The Financial Situation

l

. DURING the three-year period immediately pre-
ceding the inauguration of the first Roosevelt
Administration, annual national defense expenditures
of the United States averaged roughly $650,000,000.
For.the fiscal year ended June 30, 1934, the New
Deal, although it initiated its spending program on

expects all these huge additional defense funds
to be expended before June 30, 1941, but it is
evident from his message that he is determined
that they shall be laid out with all possible speed.
Should they be appropriated in normal course,
and expended according to present plan, we should

peace-time record of some-
thing more than $6,000,-
000,000 and the deficit,
$2,895,000,000 reduced ex-
penditures for national de-
fense to $494,000,000.
The next year, however,
found this item back to
about its accustomed

amount, and each year .

that has elapsed since has
shown an increase over
the preceding 12-month

- period. During the year -
ended June 30, 1939, it

crossed the billion mark to
to $1,140,000,000. In his

regular budget message -

last January, the President
estimated these expendi-
tures for the current fiscal
year at’ $1;359,000,000.
At the same time he in-

cluded $1,539,000,000 for
*this purpose in -his pro-

posed budget for the fiscal
year ended June 30, 1941.
These estimates excluded
$160,000,000 estimated
“emergency national de-
fense”’ expenditures during
the current fiscal year, and
$300,000,000 proposed
outlays for the same pur-
pose in the 1941 fiscal
- year. Add these amounts
and we have $1,519,000,-
000 and $1,839,000,000 re-
specitvely for the two fiscal
periods in question.

On Thursday of this
week the President went
before Congress and re-
quested “immediate ‘ap-
propriation of $896,000,-
000’’; and authorization for
the Army, the Navy, the
Marine Corps, and him-
self to make contractual

4 large scale, with total -outlays reaching the then

have to reckon with a

is prompt domestic recovery.

Lest We Forget

Speaking to the Indiana Bankers Associa-
tion on the evening before the President
delivered his dramatic national defense mes-
sage to Congress, Wendell L. Willkie at one
point said:

The basic problem of our foreign policy

" every man knows; and that is that the United

States must be strong and United at home.
At the present time it is useless to dispute
the question whether we should extend
credit to the Allies; for some months to come
the Allies will have considerably more money
than our productive capacity can justify.
Likewise, it is of secondary importance to
raise the naval appropriation or the army

" appropriation in our own country; the orders

already in hand are far in excess of our
present capacity to fulfill. What we must
have in this country above everything else

In setting forth his ideas as to what is
necessary to achieve desired ends, he at
another point spoke as follows:

I say to you that in the next four years we
must have not only a change in the technique
of government but a change in its spirit.

‘We must have a government which regards

itself as the servant of the people, not its

- master; a government without prejudice, a

government under which we can move for-
ward again as a united nation—men of con-
fidence, men of hope, men of gooduwill,

Growing more specific, he at still another
point set forth what he believes a Republican
(presumably a wise Republican) administra-
tion would undertake to do. Here is what
he said: :

A Republican administration, as I see it,
would want to modify some of the regulatory
laws where, after a period of trial, they have
proved too burdensome upon the people. A
Republican administration would certainly
propose greater economy in government and
attempt to give the country an honest budget.
It would start in the direction of a balanced
budget by reducing the deficit. As I say,
these administrative changes would not be
enough by themselves. The restoration of
free enterprise in America requires as well a
profound change in the spirit of government.

Nothing that was contained in the Presi-
dent’s national defense message in the least
reduced either the basis for or the pertinency
of this warning. Indeed, several passages
in that message by implication very strongly
emphasized its urgency.

Let us, in all our emotional fervor about
¢billions for defense,’” not forget this funda-
mental element in the situation—or we shall
be in serious danger of spending the billions
without getting what is essential for ade-
quate defense.

national defense budget
for the coming fiscal year
of over $3,000,000,000.
These are staggering
sums of money, staggering
even to minds accustomed
to New Deal profligacy,
but the American people
in their present state of
mind are not likely to
object to the expenditure
of any sum or sums really

" needed for adequate de-

fense. On the contrary,
the danger, if any, is that
they will permit the hor-
rible news from abroad to
cause them to approve
waste and pointless ex-
travagance in their fran-
tic search for security.
Thoughtful citizens, how-
ever, who are not willing
to see emotions, whether
of fear or hatred, outstrip
their intelligence in this
deadly serious business of
national defense will want
answers to several ques-
tions before they proceed
pell-mell upon an eleventh
hour campaign of national
defense. One of the first
of these, obviously, con-
cerns what has been done,
and what is being done,
with the enormous funds
already in recent years
made available to the Pres-
ident. Suspicion has long
been growing in many
quarters that our national
defense . program has not

‘been ably managed, that

bureaucratic incompe-
tence, petty squabbles, ill-
chosen leadership, perhaps
a considerable element of
military “boondoggling,”
and the thousand and one

obligations in the further sum of $286,000,000—
all for national defense. In making these requests
the President added that “these estimates do not,
of course, duplicate any item now in the pending
War and Navy appropriation bills for the fiscal
year - 1941. Nor do they include supplemental
or deficiency estimates which may become neces-
- sary by reason of pending legislation or shortage
of funds under existing legal programs.” The
President does not say.in so many words that he

other factors which have always bedeviled our peace-
time national defense efforts have left us far more
defenseless than we should be at the present time,
that, in short, we have very little to show for the
billions we have already expended in the name of
national defense. This suspicion is strengthened by
the fact that the President now feels it necessary
to ask for huge funds “to procure the essential
equipment of all kinds for a larger and thoroughly
rounded-out army” and “to replace or modernize

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




Volume 150

all old Army and Navy equipment with the latest
type of equipment.”

The Public Is Entitled to Know

So strong has this doubt about what has been
going on become that the President felt obliged to
take official notice of it in his special message, say-
ing that “loose talking and loose thinking on the
part of some may give the false impression that our
American Army and Navy are not first rate, or that
money has been wasted on them.”

“Nothing could be further from the truth.”

Here are facts: ‘

“In recent years the defensive power of our army,
navy and marine corps has been very greatly im-
proved.”

“The navy is stronger today than at any time in
the nation’s history. Today also a large program of
new construction is well under way. Ship for ship,
ours are equal to, or better than, the vessels of any
foreign power.

“And the army likewise. . It is today at
its greatest peace-time strength. Its equipment in
quality and quantity has been greatly increased and
improved.”

The matter is of too great importance, however,
for the public to be satisfied with an ex cathedra
statement of this sort even from the President. We
have never before made peace-time national defense
expenditures in any way comparable to those of the
past few years, and the public is entitled to be con-
vinced that it has got its full money’s worth as token
that it will get its full money’s worth for the funds
now requested.
~ The easiest way for Congress would of course be
simply to take the action demanded by the Presi-
dent, adjourn at an early date, and leave the rest to
the Administration. In our view, however, it would
be shirking its plain duty if it took any such course.

" Unfortunately, under our system of government any
such searching of political souls, and any such vig-
orous, and, it is to be hoped effective, house cleaning
as that recently witnessed in England is impossible
at least in the manner there effected, but broadly
similar action is urgently needed in this country and
somewhat similar results could in a measure at least
be obtained if Congress has the will to effect them.
The appropriate committees of Congress ought with-
out hesitation and with firmness demand a full ac-
counting of our defense program during the past few
years, satisfy themselves that all is in proper hands
and going well or demand that these matters, so
vital to us all, be placed in proper hands and, fur-
ther, that adequate assurances be given that the
funds will be expended effectively for the purposes
in hand before another penny is appropriated. This
is not a matter for partisan politics, it goes without
saying, but should Congress meekly do what it is
now told to do, only to find a year hence that we
are still not must better prepared to defend our-
selves than we are today, it could have no one to
blame but itself, and if the general public were to
condone such action by Congress now it must be
prepared to accept whatever consequences ensure
without complaint.

Another assurance which thoughtful elements in
the population want, or certainly will want when
sufficient time has elapsed for calmer deliberation,

is a bill of particulars as to our real defense needs.
.l
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The terrible price that a number of peoples geogra-
phically cheek by jowl with the war-mad aggressors
of Europe have paid and are paying for want of
adequate defense should not be permitted to engen-
der hysteria in this country several thousands of
miles away. We evidently have been trifling with
this matter of national defense preparation of laté
years, but we should not for that reason heedlessly
plunge into what may be quite unnecessary arma-
ment programs like stampeded cattle. The Presi-
dent has painted a dramatic picture of possible
attack from various sources and from various direc-
tions, but obviously there is much that the President
has left unsaid. This is, of course, a phase of the
matter which must in large measure be trusted to
those trained in military matters, but Congress
would make no mistake in convincing itself by con-
sulting precisely these authorities that the program
which the President now envisages as urgently nec-
essary is really such. No one in his right senses is
likely to begrudge a penny really needed to make us
secure in this troubled world but 'there is no point.
in panicky action.

Only One Phase

All this, however, has to do with but one phase of
national defense. In its material aspects prepared-
ness has two distinct phases. One of them, essen-
tially military, must be largely determined and di-
rected by men of military training. The other,
essentially industrial, must, if it is to be successfully
managed, be in the hands of men trained in industry
and of demonstrated industrial capacity. The Presi-
dent appears to have glimpsed something of the
nature of this second aspect of national defense for
in his message to Congress he says that “surely, the
developments of the past few weeks have made it
clear to all of our citizens that the possibility of
attack on vital American zomes ought to make it
essential that we have the physical, the ready ability
to meet those attacks and to prevent them from
reaching their objectives.

« “This means military implements—not on paper— .
which are ready and available to meet any lightning
cffensive against our American interest. It means
also that facilities for production must be ready to
turn out munitions and equipment at top speed. . . .

“During the past year American production ca-
pacity for war planes, including engines, has risen.
from approximately 6,000 planes a year to more
than double that number, due in greater part to the
placing of foreign orders here.

“Qur immediate problem is to superimpose on this
production capacity a greatly increasing additional
production capacity. . .

“The ground forces of the army may require the
immediate speeding up of last winter’s program to
procure more equipment of all kinds, including mo-
tor transport and artillery tanks, including anti-
aircraft guns and full ammunition supplies.”

Evidently the President has begun to think of the
industrial side of national defense and to think of it
as both vital and most urgent. It is, however, by no-
means clear that he has yet even a working grasp of’
what is necessary to obtain the industrial results’
required by his projected program. He has, more-
over, stated but a part of the industrial problem.’
Not only must industry be prepared, physically pre-
pared, to produce the necessary implements for the-
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conduct of war, but prepared to produce the vastly
increased quantities of many other articles which
successfully conduct of defense operations require—
all manner of goods from shoes to freight cars and
locomotives. Evidently an Administration which in
the past has usually appeared to concern itself
chiefly with making a given task consume the larg-
est number of dollars and produce the greatest pos-

" gible number of hours of work for the greatest pos-
sible number of men now must completely reverse its
habits of thought and strive to get the greatest pos-
sible amount of returns for dollars spent and men
employed.

The nature of the problems faced in getting seri-
ously to work on national defense, their complexity
and their innumerable difficulties may be illustrated
by reference to our airplane industry, which, of
course, is vital in any rational program. The latest,
one of the most thorough, and without question,
from a plain business standpoint, one of the most
authoritative studies of the difficulties to be encoun-
tered in rapid expansion of this industry has been
completed by the investment banking firm of White,
Weld & Co. of this city, and is now just off the press.
From it we take the following appearing there under
the caption “Factors Affecting Future Production”:

“The process of manufacturing airplanes is
largely one of assembly. Raw materials, from the
standpoint of the airplane producer, include not
only aluminum alloys, steel, fabric and other mate-
rials which must be processed from an unfinished
state but semi-finished parts and finished assem-
blies, the most complicated of which are engines,
propellers, landing gears and instruments. Accord-
ingly the airplane manufacturer must coordinate
production time schedules with those of the com-
panies which furnish these materials.

“The amount of labor saving machinery used in
building airplanes is relatively small. Such dies,
jigs and fixtures as are used are usually designed
for limited use. This condition is due to the fact
that large production runs have been impossible to,
date as the largest orders for war planes so far re-
ceived cannot be compared with quantity production
orders of many other industries. It is true, how-
ever, that a substantial gain in efficiency can be at-
tained in producing a lot of 100 or 200 planes of the
same model as compared to a small quantity of 10 to
50. This fact is reflected in the improvement shown
in results of 1939 compared with prior years when
total production for the industry was lower. Never-
theless the progress noted to date has not been large
enough to warrant an assumption that 1940 results
can he expected to show more than gradual improve-
ment.

“The manufacture of airplane engines and pro-
pellers, like that of producing airplanes, is largely
an assembly operation but has many special charac-
teristics. There are thousands of parts in an engine
most of which require machinery operation. Ac-
curacy and close tolerances are vital. Some of the
machine shop operations can be ‘farmed out’ to
other manufacturers but certain operations must be
done by the engine producer. ‘Farming out’ of pro-
duction of engine parts must be planned with great
care and such business must be given only to manu-

~ facturers who can be relied upon to work accurately

and deliver on time.
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«Because of the machinery operations required
for parts fabrication, any marked expansion of pro-
duction must be preceded by the building of special
machine tools. Only a small percentage of standard
machine tools are adaptable for the production of
aircraft engine parts and propeller parts. Conse-
quently, in order to provide for expansion both the
engine and the propeller manufacturer and the
shops who supply parts to them must be sure that
machine tool manufacturers can supply the neces-
sary equipment. As this equipment is expensive,
another important problem arises because a decline
in demand would render worthless much of this in-
vestment. '

“QOther complications are faced by engine manu-
facturers in the training of employes, many of whom
must become highly skilled before they are of real
use. While problems such as this cannot be defi-
nitely measured by the outsider they suggest the
conclusion that any estimate of future potentialities
should be conservative. For example, while Wright
Aeronautical Corporation, one of the two largest
buildérs of high powered engines, reported an in-
crease in sales in 1939 over 1938 of 32%, Wright’s
production as measured by increase in work-in-proc-
ess plus sales for the same period showed an increase
of only 7.3%. This rate of expansion seems slow in
view of the increased demand for engines. Perhaps
some explanation is found in the fact that the com-
pany in 1939, was going through the process of pre-
paring for much larger production in 1940 and
doubtless many of the large orders did not take defi-
nite form until the closing months of the year. The
facts indicate that rapid expansion is not an easy
task.”

Not Sui Generis

Tt will doubtless by some be said that the airplane
industry presents many special problems not com-
mon to other branches. So it does, but it is really
not sui generis. Many other items of modern war-
making equipment present closely similar problems.
We shall be obliged to make and install much spe-
cialized capital equipment before we can produce in
volume the requirements of motorized troops, to say
nothing of many types of guns and other items abso-
lutely essential to a well supplied army. All this
special industrial equipment is both time-consuming
and costly in its production, and here again the ques-
tion arises of its value to those who must install it
in view of the uncertainty of continued demand for
the goods it is designed to produce. Our capacity to
produce even the more ordinary articles which will
be needed in large quantities to equip a modern
army, and certainly to keep it supplied when in con-

‘tinuous actual operations, is open to question in

many instances. Really adequate defense requires
not only that we have these things on hand in case
of need, but that we be prepared to keep them flow-
ing to our fighting forces once they are seriously
engaged. Due in large part to the policies of the
Administration which now calls so loudly for indus-
trial preparedness, American industry has quite
wisely been wary of capital expension for years past.
It must needs be so now if these same policies of un-
friendliness and restrictions are to continue. What-
ever may be the fancied duties of owners of funds
or of managers of industrial plants, it would be
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nothing short of folly to expect industry to expand
its facilities freely so long as conditions remain such
that the economic risk of so doing appears too great
to warrant it. :
Faced with the situation which now confronts us,
the unwisdom of the “plans” of various elements in
the Administration to “conscript” capital in the
event of war appears in all its stark reality. Those
who have been devoting themselves to projecting all
sorts of strange and unworkable programs for fi-
nancing and conducting war, should it come to our
shores, have done the cause of national defense no
good, but immeasurable harm. Adoption of such
schemes would be about the most effective way im-
aginable to assure, not victory, but defeat in any
really major conflict in which we were forced to
take part, and they, moreover, inevitably would
serve, when the question of the production of large
amounts of war equipments for national defense
purposes arises, sharply to prevent the very vigorous
industrial cooperation so essential for that purpose.
It seems to us essential that the President promptly
repudiate all this type of nonsense at once and with-
out equivocation, if he hopes to achieve the objec-
tives he now sets for the nation in building up our
There has been for a long while
past an insistent demand for a board or some other
organized, semi-official or unofficial group of indus-
trialists to plan and to guide the industrial side of
national preparedness for defense. These demands
have much to support them, but such a board could
hardly function with full effectiveness, no matter
how wisely chosen, unless and until these more fun-
damental conditions growing out of Administration
policies past and projected, which lay a dead hand
upon all industrial operations, are corrected.
When the matter is considered with care and with
realism it becomes clear that a complete about face
as regards many, if not most, of the New Deal pol-
icies and programs, is essential for adequate na-
tional defense. Some of the damage that has been
done is not immediately remediable, but a vigorous
beginning is urgently indicated. Any nation which
must begin its national defense program in times
like these with a national debt, direct and indirect,
of some $45,000,000,000 is under a severe handicap
at the barrier. Unfortunately, there is no way
known to man whereby such a debt can be elim-
inated or materially reduced overnight. It is, how-
ever, feasible and quite necessary that all expedi-
tures not absolutely essential be eliminated forth-
with in order that the full financial strength of
the government be freed for national defense pur-
poses. Such legislation as the National Labor Rela-
tions Act, the Fair Labor Standards Act, the so-
called Walsh-Healey law, and many provisions of
‘many other restrictive, often punitive, enactments
can not fail to prove a very serious burden as the
row projected national defense program proceeds.
It does not appear feasible to defer action on the
appropriations now demanded until such problems
as these are dealt with, but their presence and their
significance should be carefully noted, and work in
amelioration of the conditions resulting begun with-
out delay.
Theze are some of the more fundamental prob-
~lems posed by our need for greater national defense,
and if the existing alarm, if such it be, among the
people concerning our defenses does not bring them
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forcefully to the attention of the rank and file, the
results will be unfortunate indeed.

- Federal Reserve BankStatement

ANKING statistics this week reveal another
sharp advance of the idle credit resources of
the country, with some open market purchases of
Treasury bonds contributing to the trend. The con-
dition statement of the 12 Federal Reserve banks,
combined, reveals that $7,350,000 Treasury bonds
were added to the open market portfolio in the
statement week ended May 15, Treasury note hold-
ings remaining unchanged. The market uncertainty
which followed the German i inyasion of Holland and
Belglum apparently made intervention advisable,
in the opinion of the Federal Reserve Open Market
Committee. For the first time since the European
war began, accordingly, the market received official
support. Obviously enough, there was no intention
of merely adding to excess reserves, which again
climb to new high records in the statistics now
made available. Total open market holdings now
are reported at $2,474,070,000, consisting of $1,344,-
845,000 Treasury bonds and $1,129,225,000 Treasury
The portfolio remains bare of Treasury bills
and bankers’ bills,

Most of the important changes in the banking
statistics for the weekly period ended May 15 made .
for an expansion of member bank reserve balances.
Excess reserves over legal requirements jumped
$170,000,000 to an officially estimated total of
$6,300,000,000. The monetary gold stocks of the
country advanced $114,000,000 to another record at
$18,949,000,000. The Treasury disbursed a substan-
tial amount from its general account with the 12
Federal Reserve banks, and these funds rapidly
found their way into member bank balances. Non-
member deposits were up and retarded the growth
of excess reserves to a degree, as did an advance
of currency in circulation by $9,000,000 to $7,598,-
000,000. But the influences making for expansion
were far more potent. The demand side of the
credit picture shows little change for the weekly
period. New York City reporting member banks
show an increase of business loans of $4,000,000 to
$1,680,000,000. The same banks report loans to bro-
kers and dealers on security collateral down $19,-
000,000 to $458,000,000.

The Treasury in Washington deposited $194,-
998,000 gold certificates with the regional banks,
raising their holdings to $16,691,975,000. Other
cash increased, and total reserves of the 12 Federal
Reserve banks were increased by $207,535,000 to
$17,079,675,000. Federal Reserve notes in actual
circulation increased $13,952,000 to $4,968,735,000.
Total deposits with the Federal Reserve banks in-
creased $204,823,000 to $14,396,124,000, with the
account variations consisfing of an increase of mem-
ber bank balances by $216,657,000 to $13,093,
674,000; a decrease of the Treasury general account
balance by $87,551,000 to $424,634,000; an increase
of foreign bank balances by $40,111,000 to $400,-
930,000, and an increase of other deposits by $35,-
606,000 to $476,886,000. The reserve ratio improved
to 88.2% from 88.1%. Discounts by the regional
banks increased $27,000 to $2,822,000. Industrial
advances were off $4,000 to $9,292,000, while com-
mitments to make such advances dropped $32,000
to $8,933,000.

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




3098
Winter Wheat Crop

BE winter wheat crop underwent further im-
provement during April, with the result that

the Department of Agriculture, on the basis of con-
ditions prevailing May 1, was able to find in pros-
pect a crop of 459,691,000 bushels, 33,476,000 bushels
more than a month earlier and 60,691,000 bushels
more than on Dec. 1 last. Thus the outlook is not
as‘bad as appeared at first, but is still far from
good. The winter wheat harvest in 1939 yielded
563,431,000 bushels, and the 10-year (1929-38) aver-
age amounted to 571,067,000 bushels. It is too early
to forecast the spring wheat crop, but the May 1
report points out that the crop in most areas is
starting out under the most favorable conditions of
recent years. It is also noted that the area seeded
is probably about equal to the 19,425,000 acres
which farmers reported, in March, they intended
planting. An area that size would be nearly 11%
higher than planted a year ago, when a crop of
191,540,000 bushels was produced. On these bare
facts a reasonable guess as to the size of the spring
crop would be around 215,000,000 bushels. It is
possible, therefore, that the year’s output of all
wheat may amount to as much as 675,000,000 bush-

els, which is very nearly equal to average domestic

disappearance.

It would seem to be definite, however, that some
reduction in stocks of wheat will occur during the
next crop year, the amount depending on the vol-
ume of exports. It is estimated that the carryover
on July 1 next will be between 250,000,000 and 300,-
000,000 bushels, which compares with 254,286,000
bushels on that date in 1939, 153,280,000 bushels in
1938, and 83,214,000 bushels in 1937. Exports have
been averaging 70,000,000 bushels a year, but the
abnormal state of world affairs renders average ex-
port figures almost meaningless.

The current report of the crop reduces expected
abandonment to 24.3% of the seeded area from 29%
forecast a month ago. It is now anticipated, there-
fore, that about 34,076,000 acres will be harvested
this year, which compares with 37,802,000 acres in
1939 and 49,786,000 acres in 1938. The yield per
harvested acre this year is estimated at 13.5 bush-
cls, considerably less than the 14.9 bushels produced
last year and the 14.3 bushels average over the 10
years, 1929-38. :

This year’s rye crop is expected, on the basis of
May 1 conditions, to yield 11.3 bushels per acre,
only a tenth bushel less than average, from an area
of 3,214,000 acres, also a little less than the average
of 3,250,000 acres. The crop is estimated at 36,-
476,000 bushels, compared with 38,095,000 bushels
average and 39,249,000 bushels in 1939,

Business Failures in April

T IS difficult to-derive very much satisfaction
from the commercial failure figures for April.
‘While the number of casualties in the month did
not quite equal the number recorded in April, 1939,
the percentage of decline was easily the smallest,
year-to-year, of any month this year, 3%, compared
with 9.5% in March, 13.3% in February, and 21%
in January. There was an increase of 7.9% over
the preceding month, whereas on the basis of the
preceding 10 years’ results, the expectation is for a
decrease of 3.4% ; in 1939 and 1938 there were also
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increases over March, but of less than 1%. In the
industrial division of the ‘figures, three groups
showed decreases from a year ago, while the other
iwo were greater. In the geographical segregation
there were decreases in only five of the 12 Federal
Reserve districts, and increases in the other seven.

In the trade divisions, most favorable results
were shown by the wholesale group, which had only
114 failures involving $1,666,000 in April in com-
parison with 160 involving $2,547,000 a year ago.
Retail failures dropped to 766 with $5,198,000 lia-
bilities from 790 involving $6,086,000 last year.
Manufacturing bankruptcies also were smaller,
totaling 261 with $6,925,000 liabilities, compared
with 272 with $8,647,000 last year. In the construc-
tion and commercial service divisions, which to-
gether had less than 12% of April’s failures, there
were sharp increases over a year ago. ‘Construction
insolvencies rose to ‘78 involving $1,547,000 liabili-
ties from 52 involving '$746,000, and commercial
service failures increased to 72 with $911,000 liabili-

" ties from 57 with $553,000 a year ago.

On a geographical basis, the trend was not uni-
form over any large area, as is evident from the
following summary of the results: Compared with
Jast year there were more failures in the Boston,
Philadelphia, Atlanta, Chicago, St. Louis, Kansas
City and San Francisco Federal Reserve districts;
there were decreases in the New York, Cleveland,
Richmond, Minneapolis and Dallas districts. The
most marked increase occurred in the San Francisco
district, and the sharpest reduction in the Cleveland
district.

The New York Stock Market

PLU NGING prices on the New York stock market

resulted this week from the devastating Euro-
pean war reports. ‘With hardly a pause, levels tum-
bled in active dealings to lowest figures recorded
this year, and to far lower prices than prevailed at
the start of the European war, last September. All
classes, groups and descriptions of securities joined
in the swift recession, which carried high-priced
stocks off 20 to 30 points for the week; while others
lost 5 to 20 points. The rapid German advance in
the Low Countries and in northern France unset-
tled the stock, bond, commodity and exchange mar-
kets to a degree hardly witnessed since the great
decline that started late in 1929. Scare selling was
pronounced in the trading on Monday and Tuesday.
The nervousness persisted in the mid-week sessions,
but some inquiry then developed for leading indus-
trial and aviation securities, which regained por-
tions of their earlier losses. President Roosevelt’s
special defense message to Congress on Thursday
stimulated the aviation manufacturing stoeks
especially, and other industrial issues to a degree.
But another selling wave developed yesterday when
reports arrived of the Belgian flight from Brussels,
and the penetration by German mechanized units
of the northern extension of the Maginot line in
France. . «

Perhaps the greatest demoralization of the week
was noted late yesterday, when values simply
melted. Leading issues fell points between sales,
and hardly an attempt was made to resist the tide
of liquidation, Tickers were late and talk began
to circulate of a possible closing of the market, as
it was closed in 1914. But no action was taken up
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to the close, yesterday, and market circles enter-
tained the hope that none would develop. - The seri-
ousness of the situation hardly is to be denied, how-
ever, especially since our market recession merely
reflects the deepening difficulties of the Allied bat-
tle position. Some stocks lost a quarter to a third
of their values in the proceedings of this black week.
Airplane issues show huge net losses for the week,
despite the bulge that developed after Mr. Roose-
velt announced his proposal for an American air
fleet of 50,000 planes, and an annual capacity of
equal size. Industrial stocks generally were sharply
depressed, and rail and utility issues also lost
ground heavily. Bids were difficult to find at
times, and some incidents were noted of suspensions
of trading in various issues, owing to disproportions
between offerings and bids. - The turnover on the
New York Stock Exchange neared the 4,000,000-
share level in the active sessions, and approximated
- 2,500,000 shares in the less active periods.

In the listed bond market the performances were
less spectacular, but also somewhat disconcerting.
United States Treasury securities were marked
lower in most session, and official support was ex-
tended the market for long-term Treasury bonds.
Other high-grade investment media also proved
somewhat vulnerable, but the underlying stability
of this financial department was reflected in ordi-
nary and successful distribution of an issue of $75,-
000,000 United States Steel Corp. serial debentures
by ‘Morgan Stanley & Co.; Inc.,, and associates.
Speculative domestic bonds naturally followed the
equity section to deeply depressed levels. Foreign
dollar securities plunged wildly, with Belgian secur-
ities leading that group. In the commodity market
the utmost confusion prevailed, owing to fears that
Allied purchasing might be curtailed or halted.
Wheat plunged -the limit of 10c. a bushel on two
successive days, and closed yesterday far under the
figures current a week earlier. Other grains also
were weak, and base metals likewise dropped. Rub-
ber was better maintained than other commodities,
as an obvious consequence of the greater transporta-
tion difficulties attendant upon the rapid changes
in European affairs. In the foreign exchange mar-
ket, sterling fluctuated widely, although the official
rate naturally held. Other units were soft as
against the dollar. Gold movements toward the
United States were sharply accelerated.

On the New York Stock Exchange nine stocks
touched new high levels for the year, while 930
stocks touched new low levels. On the New York
Curb Exchange 12 stocks touched new high levels
and 527 stocks touched new low levels.

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

On the Néw York Stock Exchange the sales on
Saturday were 671,970 shares; on Monday, 2,558,990
shares; on Tuesday, 3,680,520 shares; on Wednes-
day, 3,768,310 shares ; on Thursday, 2,354,380 shares,
and on Friday, 3,074,940 shares.

On the New York Curb Exchange the sales on
Saturday were 109,275 shares; on Monday, 479,532
shares; on Tuesday, 596,682 shares; on- Wednesday,
645,940 shares; on Thursday, 382,160 shares, and on
Friday, 536,895 shares.

A state of calm descended on the stock market
on Saturday of last week as reports told of the

- break-up in the German advance into the Low Coun-
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iries. The day was descriptive of irregular trading,
with war stocks making important advances and
steel issues in particular reflecting the broadest:
gains, Moderate activity and firm prices featured
the opening, and as trading progressed, steel, avia-
tion, shipping, metal and rail equipment stocks
moved along to finish the session from fractions to
three points higher. On Monday the announcement
from the head of the Allied forces stating that the
Allies had entered into the preliminary phase of
the greatest military engagement was likened unto
a’ bombshell thrown into the ~market. Trading
quickened and panic reigned, producing the widest
break in more than three years. Sales turnover ex-
ceeded 2,500,000 shares and equity values suffered
sharp revision, giving up two to nine points from
previous levels. Initial transactions were inter-
spersed with orders for the liquidation' of Dutch
accounts in the hands of domestic brokers, and -sub-
sequently proved to be the forerunner of the heavy
liquidation that later developed. Margin accounts
in not too sound a condition after previous assaults
on Friday gave way before this withering force.
Prices broke four points in the first' period, with
immunity granted to no portion of the list. Aftera
slight let-up at the close of the first hour, pressure
was again applied, and values suffered further in-
roads, relinquishing more than six points. By mid-
afternoon the market experienced a third and final
onslaught on prices, which made any attempt to
rally its forces well-nigh hopeless. War hysteria
deepened on Tuesday, and reason was scattered to
the four winds. Orders to sell streamed in from
all sections of the United States in such volume that
turnover on the day surpassed that of the day before
and came within close approach of the 4,000,000-
share mark. The unrelentless drive of the German
armies and the apparent success of its well-designed
strategy intensified the fear of its ultimate conquest
of Europe, and rendered the market prostrate from
the pressure of overpowering liquidation, which re-
gulted in losses running from three to 19 points.
Major issues sustained a sharp revision in their
prices, with United States Steel showing a net loss
of 614 points, Bethlehem Steel 8 points, and the
hardest hit of all, duPont, giving up 19% points.
Motor stocks also struck new lows, General Motors
shedding 614 and Chrysler off 714 points, the quota-
tion being ex-dividend. Indications in foreign dis-
patches of a throwing back by the French of invad-
ing Nazi forces and their subsequent retreat across
the Meuse River brought with it on Wednesday re-
sistance to the downward sweep of values and at the
same time restored some semblance of sanity to
trading. Taking stock of the situation the past sev-
eral days seasoned brokers contended the decline in
values had gone far beyond the point circumstances
warranted. At the outset prices moved lower, but
with a steady flow of purchase orders coming to
hand, the market reacted to higher levels. This
change in ‘trend was principally confined to the
aroups most likely to benefit from Allied purchases,
and included steel, aircraft and motor shares.” The
afternoon session brought with it news of the col-
lapse in wheat prices, the worst since 1933. This
proved to be a further detriment to better stock
prices, and for a time they succumbed to its unfavor-
able influence. Recovery among war stocks fol-
lowed later, but they failed to touch the day’s best




3100

levels. The President’s appeal to Congress for a
billion dollar defense-expansion fund made on
‘Thursday afternoon heartened the general list and
brought amazing recovery to aviation stocks, and to
other war issues in a lesser degree. Gains in this
group extended all the way from two to six and one-
half points. In early dealings values moved in a
willy-nilly fashion until the afternoon, when the
contents of the President’s message were disclosed.
‘War news for the moment became of secondary im-
portance as brokers turned their thoughts to the
President’s defense program and the benefits to be
derived by the war industries through Governmer*
contracts. Recovery in wheat prices after a day given
over to wide fluctuations was another encouraging
factor toward stronger markets. Of the total issues
(alittle less than 1,000) traded during the day, the
number to advance more than 'doubled those that
declined, with about 20% of the total showing no
change. The lightning-like penetration of the Nazi
invaders deep into Belgium and northern France
brought about the fall of Brussels yesterday and

induced fresh liquidation in stock prices here.

Sales volume again soared beyond the 3,000,000-
share level as the market weakened under a series
of attacks, and equities gave up from three to 10
points as news trickled through at intervals telling
of the increasing gravity of the Allied position. A
comparison of prices at the close yesterday with
final quotations on Friday of last week reveal broad
recessions in all groups.

General Electric closed yesterday at 3014 against
35 on Friday of last week; Consolidated Edison Co.
of N. Y. at 2655 against 3015 ; Columbia Gas & Elec-
tric at 5 against 5% ; Public Service of N. J. at 3414
against 40%g; International Harvester at 471
against 5514 ; Sears, Roebuck & Co. at 6754 against
83%; Montgomery Ward & Co. at 3934 against
45% ; Woolworth at 34 against 3734, and American
Tel. & Tel. at 1561, against 172.

Western Union closed yesterday at 1614 against
19% on Friday of last week ; Allied Chemical & Dye
at 155 against 1781/ ; E. I. du Pont de Nemours at
161 /against 18634; National Cash Register at 1114
against 1314; National Dairy Products at 141/
against 17; National Biscuit at 1915 against 22;
Texas Gulf Sulphur at 297 against 833 ; Loft, Inc.,
at 21 against 29%; Continental Can at 36 against
4414 ; Eastman Kodak at 1393, against 1551%;
Standard Brands at 534 against 7; Westinghouse
Elec. & Mfg. at 8914 against 1083 ; Canada Dry at
15 against 1814 ; Schenley Distillers at 934 against
1273, and National Distillers at 201/ against 24.

In the rubber group, Goodyear Tire & Rubber
closed yesterday at 1515 against 197 on Friday of
last week; B. F'. Goodrich at 1214 against 1534, and
United States Rubber at 18% against 27,

Railroad shares came in for sharp downward re-
vision in prices the present week. Pennsylvania
RR. closed yesterday at 1714 against 2014 on Fri-
day of last week; Atchison Topeka & Santa Fe at
15Y4 against 20%; New York Central at 121,
against 14%g; Union Pacific at 84 against 90; South-
ern Pacific at 81 against 1034 ; Southern Railway
at 1094 against 1434, and Northern Pacific at 51/
against 734.

Losses among the steel shares were very pro-
nounced this week. TUnited States Steel closed
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yesterday at 5014 against 6033 on Friday of last
week ; Crucible Steel at 32 against 41; Bethlehem
Steel at 77 against 8614, and Youngstown Sheet &
Tube at 3254 against 427.

The motor stocks followed the fortunes of a de-
clining market the present week, with the spread in
prices of Chrysler Corp. the widest in the group.
Auburn Auto closed yesterday at 114 against 114
bid on Friday of last week ; General Motors at 4214
against 5234 ; Chrysler at 6134 against 811%; Pack
ard at 253 against 314, and Hupp Motors at 5
against 9.

Among the oil stocks, Standard Oil of N. J. closed
yesterday at 35145 against 4173 on Friday of last
week ; Shell Union Oil at 834 against 119, and At-
lantic Refining at 21 against 2515.

-Among the copper stocks, Anaconda Copper
closed yesterday at 2234 against 2934 on Friday of
last week; American Smelting & Refining at 381/
against 4915, and Phelps -Dodge at 301% against

874,

In the aviation group, Curtiss-Wright closed
yesterday at 934 against 1034 on Friday of last
week ; Boeing Airplane at 207 against 2214, and
Douglas Aircraft at 8214 against 89%4.

Industrial reports were not wunfavorable this
week, but they exercised hardly any influence over
the market, in view of the startling European devel-
opments. Steel operations for the week ending to-
day were estimated by American Iron and Steel
Institute at 70.0% of capacity, against 65.8% last
week, 60.9% a month ago, and 4549 at this time
last year.

Production of electric power for the week
ended May 11 was reported by Edison Electric In-
stitute at 2,387,566,000 kwh., against 2,386,210,000
kwh. in the preceding week and 2,170,750,000 kwh.
in the corresponding week of last year. Car load-
ings of revenue freight in the week to May 11 were
reported by the Association of American Railroads
at 680,657 cars, a record high for the year. This
was an increase over the preceding week of 15,147
cars, and over the similar week of 1939 of 126,013
cars.

_As indicating the course of the commodity mar-
kets, the May option for wheat in Chicago closed
yesterday at 8634c. against 10874c. the close on
Friday of last week. May corn closed yesterday at
611gc. against 6814c. the close on Friday of last
week. May oats at Chicago closed yesterday at
38%4c. against 41%c the close on Friday of last
week.

The spot price for cotton here in New York closed
yesterday at 9.72¢c. against 10.32c. the close on Fri-
day of last week. The spot price for rubber closed
yesterday at 22.75c. against 24.00c. the close on
Friday of last week. Domestic copper closed yester-
day at 11%%c. against 11%4c.-11%%c. the close on Fri-
day of last week. In London the price of bar silver
closed yesterday at 2315 pence per ounce against 21
pence per ounce the close on Friday of last week,
and spot silver in New York closed yesterday at
343c., the close on Friday of last week.

In the matter of foreign exchanges, cable trans-
fers on London closed yesterday at $3.22 against
$3.191% the close on Friday of last week, and cable
transfers on Paris closed yesterday at 1.8214c.

- against 1.81c. the close on Friday of last week.

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




Volume 150

European Stock Markets ‘
RICE movements followed the war news this
week on stock exchanges in the leading Euro-
pean financial centers. The Amsterdam market
failed to open after the Whitsuntide holiday, and
now is closed indefinitely because of the capitula-
tion of the country to the German invader, Tuesday.
The London Stock Exchange was the only prominent
European market doing business last Monday, all
others being shut down for the Whitsuntide. Small
dealings and an irregular upward movement were
reported in that session at London, but in all subse-
quent trading prices melted in the London market.
Gilt-edged issues, industrial stocks and other securi-
ties all drifted steadily downward, under the impact
of the gloomy news of the German progress in Bel-
gium and Northern France. The Paris Bourse like-
wise witnessed slump  after slump, as frightened
holders endeavored to liquidate. Dealings were not
especially heavy, as most holders doubtless realized
that the war news might take a more favorable
turn at any moment. After a quiet initial session
- at Berlin, Tuesday, the German market bounded
forward in mid-week dealings, owing to the collapse
of the Netherlands resistance and the rapid advance
of Reich troops elsewhere. Ordinary considerations
were forgotten in all markets as the tremendous
battle developed in the Low /Countries and in North-
ern France.

Grim and Ruthless Warfare
ESTERN EUROPE was turned into a sham-

bles this week as the German Nazis unleased -

their Blitzkrieg on the Low Countries and the north-
ern extension of the Maginot line in France. The

Allies, now augmented by the Netherlands and Bel-
gium, resisted with all their strength the shattering
impact of the German mechanized forces and the

vast steam-roller of the main Reich forces. The tide
of battle overwhelmed Holland with dreadful and
disconcerting swiftness, while some of the main
Belgian fortifications also have fallen to the Ger-
man invaders. Allied aid promptly reached the Low
Countries, but it failed to stem the German advance
in the principal part of the Netherlands, while Bel-
ginm remains a vast battlefield. Some German
forces apparently have reached and perhaps pierced
the extension of the French fortifications opposite
‘Belgium, but the official reports from both sides
are veiled and inconclusive as to the fighting in
northern France. All that is certain at the moment
is that the initial great battle of the war is being
fought and that the carefully laid plans of the Ger-
man Command are meeting a degree of success.
French and British authorities admit the serious-
ness of the situation, but insist that it is far from
desperate. The principal German aim still is undis-
closed and possibly will depend upon the course of
the tremendous struggle now in progress. If the
Allies cannot halt the Germans in Belgium and
northern France, an enveloping movement against
the main Maginot line and a Blitzkrieg against Eng-
land seem equally probable, and equally fantastic.
As in their previous invasions of Poland, Den-
mark and Norway, the Germans this week rendered
all ordinary military calculations obsolete. The
movement against Holland, Belgium and Luxem-
burg, which they launched early on May 10, was
carried along with a swiftness and thoroughness
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that would have commanded admiration in other
circumstances. In conformity with plans that must
have been prepared long in advance, and that stand
in sharp contrast to the sudden allegations of Dutch
and Belgian plotting for Allied aid, the Germans
marched into Holland and Belgium with ruthless
disregard for the genuine neutrality of those Low
Countries. Luxemburg, also a real neutral, was
overwhelmed immediately, since that small country
has no defense forces. Holland and Belgium, °
warned repeatedly against a Nazi attack, were bet-
ter prepared. But the Netherlands proved defense-
less against the onrushing hordes of Nazis, and a
virtual capitulation of that country took place Tues-
day, only four days after the start of the German
military advance. Against Belgian border defenses
the Germans threw an enormous weight of military
strength, and the Belgian lines wavered and broke
in a few places. But the British and French soon
stiffened the resistance of the Belgians, and the
first great battle of the Western Front was joined
along the banks of the Meuse and Dyle rivers, with
Brussels and Antwerp the obvious objectives of the
Germans in Belgium. The Nazis took the French
border town of Sedan in their initial advance, and
some of their mechanized forces apparently pene-
trated portions of the northern Maginot line exten-
sion, But in northern France the struggle is ob-
scure and uncertain, with the official statements
from either side none too informative.

Holland Falls :

EFENDERS of the Netherlands found it neces-
sary to surrender almost the entire country
to the German invaders, soon after the troops began
to march over the border just eight days ago. None
too skilled in actual warfare, the Netherlands troops
put up a valiant resistance and only laid down their
arms when the situation seemed desperate in the
extreme. German troops rapidly conquered the rela-
tively defenseless Dutch region immediately east of
the Zuyder Zee, and they also proceeded with amaz-
ing speed to roll up the defenses of the higher ground
contiguous to the German Rhineland. Parachute
troops were dropped over Rotterdam in great num-
bers, and the effectiveness of this new form of war-
fare was demonstrated by the hold which the Ger-
man forces thus obtained on a part of the great
Duteh port. German bombing airplanes reduced
most of the Holland airports to uselessness in merci-
less attacks. Although the Netherlanders gained
considerable aid from the British flyers, they were
vnable to resist the Reich aerial superiority, and
this circumstance also contributed heavily to the
fall-of the country, Tuesday. The real purpose of
the Nazig in invading Holland was not disclosed,
but is presumed to be that of gaining areas from
which land forces might endeavor to outflank the
Belgians, and sea and air forces might essay an
attack on England.

The main German attack on the Netherlands was
rushed over the land bridges between the “water de-
fenses” of the country, and it is probably for that
reason that reports are lacking of any Dutch flood-
ing of nominal defense regions. It is conjectured
in some quarters that German “Trojan horse” units
actually were in the country long before the inva-
sion began, and made useless ‘the controls of the
water defenses centering in Amersfoort. The full
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account of the swift invasion is still to be told. But
it is clear that even the “heart” of Holland, com-
prising the triangle from Amsterdam to The Hague
to Utrecht, became perilous by Tuesday, for on that
day the Royal family was transferred to London,
and the Dutch Cabinet immediately followed this
flight to the British capital. Dutch authorities re-
ported early repulses of the parachute troops in
Ratterdam, but these were soon joined by mechan-
ized forces which the Germans sent overland. Hol-
land thus was cut off from Belgian and Anglo-
French overland aid, and the Dutch commander,
General Henry Gerard Winkelman, considered his
situation hopeless late on Tuesday. He ordered the
defending troops to lay down their arms and thus
prevent further slaughter of soldiers and civilians.
‘With some justification, in a strietly military sense,
Chancellor Hitler extolled this conquest as “unique,”
on Wednesday, and added that its military impor-
tance will be shown in the near future. German
soldiers occupied the industrial area of Holland
that day, and Queen Wilhelmina began to rule her
domain from her London exile. The Dutch Navy
was added to the Allied fleet, but it appears that
considerable -amounts of Dutch gold fell into the
hands of the Nazis. A curious incident of the inva-
‘gion was a circumspect march of the invaders
around Doorn, where the former German Kaiser
maintains his household.

Western Front
URIOUS fighting was reported all this week on
the extended Western Front, of which Belgium
dgain is a part. The battle on the blood-drenched
fields of Belgium seems so far to have favored the

German invaders, but that may be one consequence
of the element of surprise, which the Reich forces
" utilized to the full. The reports are confused, and
in some respects they conflict, but there is no doubt
whatever that the first major conflict between Nazis
and Allied forces has developed along the Meuse and

Dyle Rivers. Aerial and mechanized land units ap-
parently have been employed with great abandon in
this test of strength, but as the week progressed the
main Allied and German armies also seemed to be
coming to grips. The British forces poured into
Belgium over the last week-end, in response to the
vleas from Brussels for immediate aid. French
mechanized and regular units moved toward the
invaders, doubtless in conformity to well conceived
»lang, The lightning attack of the German forces,
however, served to overwhelm the most important of
the Belgian defenses, and a battle for the possession
of Brussels and Antwerp now is one phase of the
gigantic conflict, while a German attempt to break
through the extension of the Maginot line opposite
the Belgian frontier constitutes a second vast
theater of war.. Actually, of course, these lines are
continuous, but the Germans retain the initiative
and possibly will be able to decide whether the con-

flict is to be carried to the Belgian coast, or around

the Maginot line.

With swift and deadly precision, the German
forces moved late last week to outflank the great
Belgian border fortress of Liege, and the great Al-
belt Canal. They attained at least a partial success
by undisclosed means. Liege consists of a chain of
great forts, and one of the key points, known as
Eben Emael, fell to the invaders last Saturday
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through the use of a secret device. Belgian defend-
ers to the number of 1,000 are said to have sur-
rendered helplessly when a handful of German
troops used the alleged new means of combat. But
some doubt about the new German arm is advisable,
gince the strange method is not reported to have
been used elsewhere.. It remains evident, on the
other hand, that the Germans were able to put the
fort out of use and to sweep around Liege, much as
they did in 1914. The new Albert Canal was crossed
and the German forces poured across Belgium, one
great army moving through the Ardennes to the
French border, while another hastened toward
Brussels. The latter force was met near Louvain
by major detachments of the British Expeditionary
Force, and a hot contest began along the banks of
the River Dyle, Wednesday. Airplanes were used
with the greatest abandon by both sides, and the
cutcome of this conflict still is in doubt. Both sides
claimed enormous damage to the enemy, and there
is no reason to doubt the accuracy of the assertions.
Hand-to-hand conflicts were reported -on this front,
and the proximity of the Napoleonic battlefield of
Waterloo tempted some observers to predict that a
second Waterloo might be in progress in and around
Louvain. The German Command late yesterday
claimed entry of Reich troops into Brussels, and
their appearance at the gates of Antwerp. ;

But the fighting around the French city of Sedan
possibly is of equal importance, for the area around
that historic battlefield is a pivot on which the con-
trol of the Channel ports may hinge. An immense
battle of tanks in the Ardennes, which the French
claimed to have won, was followed by the German
attack on Sedan, which succumbed to the invaders
over the last week-end. From Sedan to the North
Sea the French fortifications are somewhat inferior
to those of the great Maginot line, which may be
the reason for the Nazi attack in that area. The
Germans sent their tanks over the border at a num-
ber of points, and were reported to have crossed the
Meuse at three places. French authorities admitted
that a loop into French territory was established
by the Germans, but they affirmed on Thursday that
within a week this situation would be well in hand.
Official German claims were modest, while the
French High Command provided few details of the
terrain over which the vast struggle raged. The
assumption in some quarters was that the several
Commands were themselves uncertain as to the
course of the battle between great contingents of
highly mobile forces. Each side, however, claimed
that their adversaries were suffering enormous
losses in airplanes and land casualties. Allied air-
men carried the war into the German Rhineland,
but the Germans preferred to use their admittedly
superior air force in the drive against Belgium and
the- Maginot line. Reich statements claimed the
destruction of British warships and troop trans-
ports in great numbers, but such statements too
often in the past have proved unfounded.

European Neutrals

LL of Europe is resigned to a still greater exten-
sion of the prodigious conflict between the Al-

lies and the German Nazis, but there were no definite
indications this week of where the lightning next
will strike. Italy is regarded in most circles as
the determining factor in any extension of the war
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to southeastern Europe. Premier Benito Mussolini
kept his own counsel, however, save for permitted
student demonstrations against the Anglo-French
Allies. In a dozen Italian cities students marched
against British consulates, and not in all instances
did the Italian police intervene before indignities
were suffered by the British representatives. Flags
of the Allied nations were burned in some of these
demonstrations, and the smiling acquiescence of Il
Duce seemed encouraging to the students. ‘A plea
from President Roosevelt that Italy refrain from
participation was said on Thursday to have fallen
on deaf ears. It is now clear, on the other hand,
that Premier Mussolini has no intention of entering
the great conflict until he is convinced that his Ber-
lin partner in the famous axis will win. Most diplo-
matic experts hold the opinion that a decision by
Signor Mussolini will await the outcome of the cur-
rent battle in Belgium and northern France, while
some claim that only the passive role of threats and
intimidation will be acted out by Il Duce, in order
to keep important French troop concentrations on
the Italian border.

Switzerland was nervous this week over the possi-

bility of a German attack and an Italian move for a
“protectorate.” German airplanes on several occa-
‘sions violated Swiss neutrality, and at least one
German airplane was shot down by the Swiss anti-
aircraft forces. British authorities appeared to be
so convinced of an invasion of Switzerland that the
British Legation in Berne burned all its files, Tues-
day. German forces gathered ominously on the
Swiss border, and the Swiss-German frontier was
closed, Thursday. The possibility of a German move
through Switzerland, with the aim of outflanking
the Maginot line, cannot be lightly dismissed, in
view of the Reich disregard of Dutch and Belgian
neutrality. Yugoslavia was in a state of almost
continual alarm over the rumors of border incidents
involving both German and Italian forces. The
officially controlled German press launched a verbal
barrage against Yugoslavia, Thursday, and this was
considered almost as a prelude to some action
against that country. Greece added to its defense
forces on the Yugoslavian frontier, while even
heavier concentrations were dispatched to the Al-
banian border. Hungary was quiet, but Rumania
endeavored to better its defense arrangements. The
British Fleet sailed on Thursday from the Egyptian
port of Alexandria, for an unannounced destination,
and this added to the anxiety in the vast region of
southeastern Europe. Only Russia appeared to feel
no concern, and no hint was afforded by Moscow
of the real views entertained at the Kremlin.

Norway

EW reports were available this week from Nor-
way, all of which now is in the hands of the
German Nazis save the small coastal strip far to
the northward of the populous portion of the coun-
“try. Together with completely occupied Denmark,
the principal areas of Norway must be considered
for the time being as little more than supply bases
for the Reich. Even Sweden is subject to Nazi eco-
romic demands, in a sense, owing to the Nazi con-
trol of the Baltic Sea and the Skagerrak-Cattegat
passage, which affords the only outlet to the West-
ern World for Sweden. But one part of Norway
remains a battleground, and it still is possible that
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the Anglo-French Allies will be able to salvage that
section, which centers around the ore port of Nar-

vik. London and Stockholm dispatches early this

week indicated that milifary operations for the re-
capture of Narvik were continuing, notwithstanding
the tremendous events on the main battlefields of
Europe. The port itself remains in German hands,
but French troops were said to have taken a coastal
point some miles north of Narvik, under the protect-
ing fire of British warships. An eye-witness dis-
patch to the New York “Times” of Thursday, from
“somewhere near Narvik,” provided more illuminat-
ing information than is supplied by the laconic mili-
tary communiques. According to that account, the
Germans not only hold Narvik, but hope to hold it
for a long time to come. The Nazis are rushing re-
pairs to the port and the railroad which carries ore
from the Kiruna mines in Sweden, and they are said
to have received supplies and reinforcements by air
and sea in recent days. The dispatch states that the
main fighting against the Nazis is being done by

Norwegians.

Allied Regimes

CHANGES in the war Cabinets of England and
France unquestionably will prove highly im-
portant factors in the developing conflict on the
Western Front. To all intents and purposes the
enforced resignation of the Chamberlain regime in
Great Britain, as a consequence of the Allied with-
drawal from Central Norway, has been followed by .
the formation of a National Government. In
France, also, a reshuffling of the Cabinet took place,
with all legal parties now represented in the group
surrounding Premier Paul Reynaud. Of these
changes the British move must be regarded as by far
the more significant. On being entrusted by King
George VI with the formation of a new Cabinet,
Winston Churchill rapidly filled the posts with the
ablest men within reach, regardless of their Con-
servative, Liberal or Labor affiliations. He named
an inner War Council of five members, ranging
with himself in this group Viscount Halifax, Con-
servative, as Foreign Secretary; Neville Chamber-

. lain, Conservative, as Lord President of the Coun-

cil; Clement R. Attlee, Laborite, as Lord Privy Seal,
and Arthur Greenwood, Laborite, as Minister with-
out portfolio. As his War Secretary, Prime Minis-
ter Churchill last Sunday named Anthony Eden,
Conservative, while Sir Archibald Sinclair, Liberal,
was selected as Air Minister, and Albert V. Alexan-
der, Laborite, was placed as First Lord of the Ad-
miralty. Sir Kingsley Wood, Conservative, was ap-
pointed Chancellor of the Exchequer, and Herbert.
Morrison, Laborite, was selected for the Supply
post. Last Tuesday Mr. Churchill widened the Cabi-
ret by establishing a new Ministry of Aircraft Pro-
duction, which was placed under the direction of
Lord Beaverbrook.

Parliament was asked last Monday to supply the
new regime with its necessary vote of confidence,
and the response was unanimous, in so far as the
members voted. Mr. Churchill delivered an excep-
tionally brief speech, in which he invited the House
to declare its approval of the steps taken. “I have
rothing to offer,” he said, “but blood, toil, tears and
sweat. We have before us an ordeal of the most
grievous kind.” His policy he outlined as war by
land, sea and air until victory is achieved, for “with-
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out victory there is no survival for the British Em-
pire, no survival for all that the British Empire has
stood for, no survival for the urge, the impulse of
the ages, that mankind shall move forward toward
his goal.” The House, which comprises 615 mem-
bers, thereupon granted Mr. Churchill a unanimous
vote of confidence by 381 to 0. The meeting was
hurriedly called, which makes it appear that the
lack of additional votes was due rather to mnom-
appearance of members than to abstentions. In
France all legal parties quickly rallied to the sup-
port of Premier Reynaud, when the long awaited
and long dreaded attack began through Holland and
Belgium. M. Reynaud announced that Louis Marin,
leader of the French Nationalists, and Jean Ybarne-
garay, of the French Social party, had consented
to join the regime. The Cabinet was said to be in
absolute unity as to next measures to be taken for
the defense of France.

American Reactions

HROUGHOUT the Americas, and especially in-

the United States, the wanton German invasion
of the Low Countries aroused the most bitter resent-
ment and a clear determination to prepare for any
eventualities. It is hardly to be denied that some
hysteria is present in this movement, but to a

certain degree is represents a hastening of tenden- .

cies apparent ever since the European war began.
Sympathy for the Allied cause gained ever broader
-cxpression, both officially and unofficially. In some
parts of the metropolitan press the question now is
posed whether the United States should not enter
the war without delay. The Nazi invasion of Eng-
land, Belgium and Luxemburg was condemned in
‘he most forthright manner by President Roosevelt
and Secretary of State Cordell Hull. The decision
. suddenly was reached by the Administration to call

* for a vast armaments program, involving the expen-
diture of some $1,182,000,000, notwithstanding the
record peace-time outlays of recent years. No less
significant, perhaps, was the introduction of a bill
in the House, last Monday, calling for modification
of the Johnson and the Neutrality Acts, in order
to pave the way for loans to the Allies. Viewed in
general, these moves plainly place the United States
well along on the road to war.

President Roosevelt set the tone for comment in
the United States on the Nazi military sweep over
the Low Countries. In a late address on May 10,
he not only scored the “cruel invasion,” but also
held that Nazi aggression constitutes a definite
~ threat to the security of the Americas. The require-
ments of the Neutrality Act were met last Saturday,
when Holland, Belgium and Luxemburg were added
officially to the list of nations at war and subject
to the provisions of that measure. ' On.the same day
the British Navy landed forces at the Dutch West
Indian islands of Curacao and Aruba, allegedly to
prevent sabotage by Germans, and our State Depart-
ment made it clear that this was not regarded as
an infringement of the Monroe Doctrine, since no
change of sovereignty was involved. President
Roosevelt last Saturday answered an appeal from
Leopold III for American moral support of the Bel-
gian defense, with an assurance that all America
hoped for a rebuff of the aggressors and the preser-
vation by the Belgians of their freedom and in-
tegrity. Secretary Hull on Monday bitterly com-
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mented on the “orgy of destruction,” and added that
Americans cannot close their eyes to the menace

abroad or delude themselves “with the mere hope

that somehow all this will pass us by.” It was dis-
closed in Washington, Wednesday, that Mr. Roose- .
velt had addressed an appeal to Premier Benito
Mussolini to keep Italy aloof from the conflict.

President Roosevelt delivered a defense message
to a joint session of the Senate and the House,
Thursday, in person. He made much of the brutal
force of modern offensive war in these ominous days
of swift and shocking developments, which make
every neutral nation look to its defenses in the light
of new factors. “No old defense is so strong that
it requires no further strengthening, and no attack
is o unlikely or impossible that it may be ignored,”
the President declared. Much progress has been
made in our defense arrangements, according to Mr.
Roosevelt, but he held that still more is needed.
Aircraft production should be speeded, without in
any way curtailing supplies to the Allies, he said.
The Nation should achieve an ability to turn out
50,000 planes a year, it was indicated, and should
plan a program for an aerial force of 50,000 planes.
In order to carry through the general program of
speeded defense arrangements, Mr. Roosevelt re-
quested the immediate appropriation of $896,
000,000, of which $546,000,000 would be for the
Army and $250,000,000 for the Navy and Marine
Corps. In addition, the President asked for per--
sonal authority to expend $100,000,000 for “emer-
gencies affecting the national security and defense.”
Over and above these $896,000,000, Mr. Roosevelt
asked for authorization to make contractual obliga-
tions amounting to $186,000,000 for the Army, Navy
and Marine Corps, and $100,000,000 for the Execu-
tive. He indicated that increase of aircraft produc-
tion would be the principal aim of the vague items.

The Latin American countries also were swept by
a feeling of revulsion against the German Nazi in-
vasion of the Low Countries and the intensification
of the war on the Western Front. In a summary
from Buenos Aires, last Saturday, the Associated
Press reported that Ecuador had expressed official
sympathy for the Low Countries, while press com-
ment in almost all South American capitals was
along the same lines. Argentina was said to have
proposed a change in the neutrality of the Americas
to an attitude of “non-belligerency.” While frown-
ing on any such virtual alliance of the Americas
with the Allies, Secretary of State Hull indicated
on Tuesday that a Uruguayan proposal for joint con-
demnation of the German invasion would be viewed
favorably in Washington. This move would be in
accordance with declarations adopted at the Pan-
ama conference, late last year. There was little
indication of concern among any of the Latin Amer-
ican countries regarding the Allied landing of
troops in the Dutch West Indies.

Far East

EPERCUSSIONS of the latest European war
developments were not long in developing in

the Far East, where interest rapidly shifted from
the Sino-Japanese war to the problem of the Nether-
lands East Indies. Those extensive and wealthy
Dutch islands, stretching more than 3,000 miles
along the Equator in the Indian and Pacific Oceans,
virtually have been cut off from communications
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with Holland, now that almost all of the Nether-
lands has been inundated by the Nazi flood. The
possibility of such an occurrence produced a Japa-
nese statement, in mid-April, that Japan could not
be indifferent to a change in the status of the Neth-
erlands East Indies, and this was countered imme-
diately by a Washington declaration that the United
States would view any active measures there as
prejudicial to peace. Secretary of State Cordell
Hull last Saturday reiterated the intention of the
United States Government to see that the status quo
is mainained in the Netherlands East Indies. Dutch
authorities in Batavia at the same time placed all
of the islands under martial law and interned the
German nationals and ships within their govern-
mental area. Native rulers on Wednesday an-
nounced their continued loyalty to Queen Wilhel-
mina, which tended to clarify the situation. The
British and Netherlands Governments formally
assured Japan on Monday that a change in the
status of the Dutch islands is not contemplated.
The position of Japan remains enigmatic, although
tension is said to have decreased in Tokio.

It is quite ‘possible that the Japanese Navy is
anxious to engage in activities on its own behalf in
the Netherlands East Indies, but the likelihood of
success in such endeavors seems more than dubious
in view of the exhaustion occasioned by the pro-
longed campaign of aggression in China. - The Japa-
nese. civil authorities appear to have some knowl-
edge of the actual situation, for Foreign Minister
Arita early this month spoke out vigorously against
jingoistic utterances in the Japanese press in favor
of war with the United States, Great Britain or
Russia. - The decision of the United States Govern-
ment to keep the main American battle fleet at
Hawaii caused much concern at Tokio, where the
move was described as “anti-Japanese.” There has
been little change, meanwhile, in the conflict being
waged by Japan against China. Some engagements
were reported this week, far in the interior, but the
outcome is indefinite. It can at least be said that
the invaders show no present tendency toward en-
largement of the vast area of China occupied in the
last three years of undeclared warfare. The puppet-
regime set up by the Japanese militarists at Nan-
king under the renegade Nationalist, Wang Ching-
wei, functions only in a limited degree. It may or
may not be significant that no clashes between
Soviet Russia and Japanese forces have been re-
corded for some time on the long border between
Manchukuo and Outer Mongolia.

. 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:

Pre~
vious|| Country Date

Rate Effective
Aug. 29 1939| 2
Aug. 29 1935
Nov. 28 1935|

Date
Effective

Mar. 11936
Jan.” 51940| 334
Aug. 15 1935| 7

Mar. 111935
Deo. 16 1936| 4
July 181933

Jan. 11936
; 5

Holland ...

July 15 1939
May 28 1935
Sept. 22 1939

May 15 1933
Mar. 29 1939
2 Deo. 15 1939
3% . Nov. 26 1936

5 Feb. 11935

* Not officially conflrmed.
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Foreign Money Rates

N LONDON open market discount rates for short

bills on Friday were 1 1-329,, as against 1 1-32%,

on Friday of last week and 11-32 @ 1 1-169%, for

three-months’ bills, as against 1 1-329,@1 1-16% on

Friday of last week Money on call at London on
Friday was 19.

Bank of England Statement
HE statement of the Bank for the week ended
May 15 showed total notes in circulation at
£546,415,000, an advance of £2,462,000 in the week,
compared with the record high £554,615,983 Dec. 27,
1939, and £493,619,892 the corresponding period a
year ago. As the circulation increase was attended

- by a gain of £59,946 in gold holdings, reserve dropped

£2,402,000. Public deposits increased £712,000,
while other deposits fell off £4,150,730. The latter
consists of “bankers accounts’ and “other accounts,”
which decreased £1,743,957 and £2,406,773, re-
spectively. - The proportion of reserves to liabilities
is now 19.1%; last week it was 20.19, and a year
ago 20.6%. Government security holdings showed
a slight gain of £15,000 while other securities de-
clined £1,027,870. Other seccurities include *‘dis-
counts and advances” and ‘‘securities,” which
dropped £643,825 and £384,045, respectively. No
change was made in the 29, discount rate. Below
we show the various items with comparisons for

back years:
BANK OF ENGLAND'S COMPARATIVE STATEMENT

May 17, Max; 18,
1939 1938

May 19,

May 20,
1937

May 185,
1940 1936

£ £ £

546,415,000/493, 619 892 478 591,756 481,432,7941423,130,096
Public deposlits ,868, 16,802,961| 28,501,666| 19,193,680 21,027,714
Other dedposits. ... 143,465,603 129 144, 148 135,010,860|116,845,802
Bankers' accounts.. 107,314,635| 93.175.004| 97,430.988| 80,081,502

Other accounts...| 42,562,608 36,160,068| 35.069.064| 37.579.872| 36,764,300
139 093 068 113,511,164] 98,346,164/103,272,5634| 91,173,310
31,346,115 28,504,455/ 27,990,649 21,396,495
10,076,195 7,754,646 6,671,049 7,142,831
21,269,920( 20,749,909| 21,419,600| 14,253,664
33,171,078| 48,648,580( 40,715,844| 43,058,398
1,495,931 226,790,970)327,140,336/322,148,638/206,188,494

19.1 20.6% 30.7% 26.40% 81.23%

2 % %
1683, | 148s. 5d.Is4s. 1134d.'84s. 1134d.I84s. 1134d,

Reserve notes & coin
Coln and bullion. ...
Proportion of reserve,

Bank rate
Gold val. per fine oz.

Bank of Germany Statement

HE statement of the Bank for the first quarter
of May showed a decline in note circulation
of 253,266,000 marks, which reduced the total out-
standing to 12,226,571,000 marks. Notes in cir-
culation the previous quarter, 12,479,837,000 marks,
was the highest on record, compared with 8,252,-
039,000 marks a year ago. A loss also appeared in
gold holdings; namely 253,000 marks, in bills of
exchange and checks of 269 953,000 marks and in
investments of 2,257,000 marks. The Bank’s gold
holdings now total 77 256,000 marks, compared with
70,772,000 marks a year ago. The proportion of
gold to note circulation is now at 0. 65%, compared
with the record low, 0.629, the previous quarter
and 0.939%, a year ago. Other assets expanded
757,586,000 marks and other daily maturing obliga-
tlons 171 362,000 marks. Below we furnish the
various items with comparisons for previous years:
REICHSBANK’S COMPARATIVE STATEMENT

Changes
Jor Week May 7, 1940 May 7, 1938
Assets— Reichsmarks | Reichsmarks | Reichsmarks
Gold and bullion 77,256,000 70,772,000 70,773,000
Of which depos.abr’d| a 10,572,000f 20,333,000
Res’veinfor’'n currency a 5,920,000 5,395,000
Bl st cie, & s HgiT s e 1T s
e ¢535,510, ,839, 2719,
pltyes qu otuc ol ¢30,603,000] 48,474,000 42,484,000
208,426,000(1,135,276,000] 417,916,000
+757, 680 1000 2,684,473,000|1,844,431,000/1,358,695,000
—253,266,000/12,226,571,00018,252,039, 000 5,859,667,000
+4171,362,000| 1,885,5649,000|1,218,780, 963,439,000
y 776,549,000, 566,203, 000 229,715,000

0.65% 0.93% 1.29%,

a “Reserves in foreign currency’’ and * Deposlm abroad” are included in “Gold
eom and bullion.” c Figures ar of March 30,

May 6, 1939

Propor'n of gold & for'n
curr. to note circul’n
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Bank of France Statement

HE weekly statement dated May 9 showed total

.. notes in circulation at 158,770,000,000 francs,
a decline of 174,000,000 francs in the week, com-
pared with the record high, 158,944,000,000 francs
a week ago and 123,743,733,126 francs a year ago.
French commercial bills discounted rose 151,000,000
francs and creditor current accounts 350,000,000

francs, while the items of balances abroad and ad-

vances against securities dropped 5,000,000 francs
and’ 23,000,000 francs, respectively. The Bank’s
gold holdings and temporary advances to State
remained unchanged, the former at 84,615,039,654
francs and the latter at 21,600,000,000 francs. The
proportion of gold to sight liabilities is now 48.67%,
compared with 64.19% a year ago. Below we show
the different items with comparisons for previous

years: ~ :
. 17t BANK OF FRANCE'S COMPARATIVE STATEMENT

Changes

Jor Wecek May 9, 1940 | May 11, 1939 | May 12, 1938

‘o i ¢ Francs
Gold holdings No change
Credit, bals. abroad.. 5,000,000
a French commercial .
bills discounted...
b Bills brought abr’'d
Ady, agalnst securs.
Note circulation ...
Credit current acc..
¢ Temp. advs. with-
out int, to State. ..
Propor'n of gold on
hand to sieht liah

* Figures as of April 11- |

a Includes bills purchased In France. b Includes bills discounted abroad. c In
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 to & 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) un-er the
decree of Nov. 13, 1938, was effected In the statement of Nov. 17, 1938; prior ot
that date and from June 30, 1937, valuation had 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
was 49 mg. per franc, and before Sept. 26, 1936, there were 65.5 mg. of gold to
the franc, The present value is 23.34 mg. gold to the franc.

Francs Francs Francs
84,615,039,654/92,265,948,691|55,807,455,329
35,000,000 13,575,135 33,476,035

13,045,000,000( 7,522,744,535| 9,670,517,776
*68,887,703 742,292,162 792,218,868
—23,000,000| 3,488,000,000 3,355,264,377| 3,632,002,407
~—174,000,000|158770 000,000/123743 733,120/99,876,380,330
+350,000,000{15,07 1,000,00019,997,690,747 (20,656,586,399

21,600,000,000(20,576,820,960{40,133,974,773
48.67% 64.19% 46.30%

No change

0 O,

New York Money Market

ITH member bank excess reserves still climb-
4 ing to ever higher records, European war
developments failed .to affect the rate schedule in
the New York money market this week. Little busi-
ness was done, partly because the bankers’ bill and
commercial paper supply remains extremely small.
The Treasury in Washington sold on Monday a fur-
ther issue of $100,000,000 91-day discount bills, and
awards were at 0.016%, computed on an annual
bank discount basis. Call loans on the New York
Stock Exchange held to 1% for all transactions,
while time loans continued at 114 % for maturities
to 90 days, and 11%49% for four to six months’
datings, :

New York Money Rates

EALING in detail with call loan rates on the
Stock Exchange from day to day, 1%, 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 1149,
up to 90 days and 1149 for four to-six months’
maturities. The market for prime commercial paper
has shown no change this week. Trading has been
moderately active but the volume of business con-
tinued at about the same volume as last week. Ruling
rates are 34@19% for all n}aturities.

Bankers’ Acceptances

HE market for prime bankers’ acceptances con-
tinued quiet this week. Few prime bills have
come out and transactions have been light. Dealers’
rates as reported by the Federal Reserve Bank of
New York for bills up to and including 90 days are
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149, bid and 7-169, asked; for bills running for four
months, 9-16 bid and }%9% asked; for five and six
months, 34% bid and 9-169%, asked. The bill buying
rate of the New York Reserve 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
Effect on Date
May 17 Established
Bept. 1, 1939
Aug. 27, 1937
Sept. 4, 1937
May 11, 1935
Aug. 27, 1937
Aug. 21, 1937
Aug, 21, 1937

Fedetal Reseroe Bank

Atlanta
ey

C
8t. Louis,

Minneapolis

5 % * & "
P b ot ok ot ot ok ok o ek ek

ERRRERRRER

Aug, 31, 1937
Sept. 3, 1937

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

B2 DD 1O DO B 1O DO DO MDD bt it 3
&% Eé

Course of Sterling Exchange

HE foreign exchange situation is completely de-

‘moralized under the impact of military develop-
ments in Europe. While quotations for the free
market pound have not touched the lows reached on
Friday, May 10, following the invasion of Holland,
Belgium and Luxemburg, any slight improvement
shown is without' significance, as trading. in the
free market is practically without effect on the foreign
exchange situation or on the major movements of
international commodities. The May 10 low of $3.00
for cable transfers was the lowest price since Nov. 29,
1932. The range for sterling this week has been
between $3.1234 and $3.31 for bankers’ sight, as com-
pared with a range of between $2.9914 and $3.48%%
last week. The range for cable transfers has been
between $3.1334 and $3.3114, compared with a range
of between $3.00 and $3.49 a week ago.

Since May 10 the Bank of England has ceased to
quote an official rate on Holland and Belgium, either
for spot or for future delivery. Exchange on Berlin
has not been quoted in London since the beginning
of the war. Italy is unofficially quoted in London
at around 69.00. :

Official exchange rates now quoted by the Bank of
England are as follows: New York cables, 4.0214-
4.0314; Paris checks, 17614-17634 (2.2883 cents buy-
ing); Canada, 4.43-4.47. New York, one-month de-
livery, is officially quoted in London at 349, premium
to parity; Paris, parity for sellers and buyers.

The obscurity of the foreign exchange situation,
the difficulties in which the financial centers of the
leading countries find themselves, and the complete
demoralization of foreign commerce bring the great
influx of gold to the United States into especial
prominence at this time.

The total gold stocks of the United States are
rapidly approaching the $20,000,000,000 mark. The
total United States gold on May 15 amounted to
$18,949,000,000. ‘

During 1939 gold imports to the United States
increased by $3,130,000,000 to a total of $17,640,-
000,000 in December.-

In view of the war developments it would seem
that if there is any country in Europe which still has
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a stock of gold on hand it will make haste to convey
its holdings to the United States.

England and France are no exception. During
the week ended May 8 the United Kingdom shipped
$14,438,616 and an undisclosed amount has been sent
here since that date.

It is clear that repatriation of gold to France ended
some weeks ago and that the French will be com-
pelled to send their gold out of the country in order
to ensure its safety. There cannot be much more
gold left in Europe and further increases in the total
piling up on this side must come from the mining
regions of South Africa, Australia and Canada. Re-
mote regions of the Far East and the South American
countries will also feel compelled to send whatever
gold they may acquire to New York for safety unless
the war.should come to a sudden end.

Gold deposits of all foreign countries earmarked
with the Federal Reserve banks for account of foreign
central banks and governments now exceed $1,270,-
- 000,000. Germany’s onslaught on the coastal coun-

tries of Europe cannot have yielded much gold to

Berlin. But London dispatches of May 16 asserted
that Germans obtained from Holland about £26,-
000,000 (about $104,000,000).

The Allied countries according to Washington
opinion gained considerably more in liquid monetary
assets than did the German Government as a con-
sequence of the Nazi invasion of Norway, Denmark
and the Low Countries.

The latest available figures on the gold reserves
of the invaded nations show that Norway had $84,-
000,000, Denmark $53,000,000, Belgium $626,000,-
000 and The Netherlands $690,000,000. Heavy
transfers of gold from these countries to London and
New York have been made in the last year and have
increased in recent months.

From January through March alone The Nether-
lands shipped $46,878,000 of gold to the United

States, Norway sent $33,405,000 and Belgium shipped”

a large but undisclosed amount. Sweden sent $115,-
041,000 to the United States in that period.

__The “Financial News” of London quoted French
sources on April 15 to the effect that all the gold
bullion of Norway had been removed prior to the
Nazi invasion.

A recent issue of the “New Statesman and Nation”
of London anticipating the invasion of Scandinavia
stated: “Accounts of the financial loot falling to
Germany in Denmark and Norway are probably
exaggerated. The bulk of Danish gold has been
transferred abroad, and if Norway followed the
example of Sweden, which shipped the greater part
of its £74,000,000 to the United States some time ago,
the Germans will probably not find very much in
Oslo.”

According to Washington authorities on the basis
of information reaching Government sources there
could have been only a relatively small part of the
gold stocks of any of the four nations waiting for
German seizure.

A great part of the foreign gold which has reached
this side since the influx began several years ago has
found its way into bank deposits and the short-term
money market, and more has gone into bonds and
. shares. According to Washington advices The Neth-
erlands has investments in this country of $1,076,
000,000, Belgium has $296,000,000 and Switzerland
has $1,115,000,000.
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The Netherlands is the third largest foreign in-
vestor in the United States and is outranked only
by Great Britain and Canada. Swiss investments
here have become so large in recent years, particu-
larly since the invasion of Poland, that the great
Credit Suisse, one of the oldest and largest banks
in Switzerland, formally opened a New York agency
on May 8 in quarters shared by the Swiss-American
Banking Corporation, a New. York corporation which
was organized last July under the auspices of the
Credit Suisse to do an investment and security
business.

Despite the preoccupation of financial London in
the past few weeks with the political crisis and then
with the flaming up of the European conflict into a
stage of total war, the City was by no means in-
different to the slump in the free sterling rate in
New York to a new record low level. Opinion seems
to prevail there that official action should be taken
to arrest the depression in the free pound because
its gyrations “have an adverse psychological reaction
in overseas markets.” The City seems to advocate
a fixed official rate for all classes of commodities.

Conditions in the London money market seem to
be rather patchy as compared with those prevailing
a few weeks ago. Some borrowers have found cheap
supplies and others have had to make use of clearing
bank funds. Call money against bills is in supply,
at 3% to 19%. Bill rates are as follows: Two-
months bills 1 1-329,, three and four-months bills
1 1-1697 and six-months bills 114%.

Canadian dollars remain fairly stable though still
at severe discounts in the free market. The Ameri-
can equivalent for the London official rate on Canada,
4.43-4.47, is 90.09@90.91 cents.. The Canadian ex-
change control authorities made a ruling a few days
ago that all imports into Canada are to be paid for
in the countries of origin directly from Canada.
Heretofore much of the Canadian imports have been
paid for through New York agents who were paid in
American dollars and then bought sterling or such
other currencies as were required. It is understood
that about $40,000,000 yearly was involved in this
trade. Since under the new arrangement payment
will be made at official rates, much demand for out-
side sterling and some pressure on Canadian dollars,
it is believed, will be eliminated. In New York Mon-
treal funds ranged during the week between a dis-
count of 19 13-16% and a discount of 1714%,.

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 May 8, 1940.

GOLD EXPORTS AND IMPORTS, MAY 2 TO 8, INCLUSIVE ;
Imports Ezxports

*$1,494,629 $2,948
76,989,309 144 |

$78,483,938

Ore and base bullion
Refined bullion and coin

$14,638,616
... 51,650,782
- 1,631,808

Hongkong'
Union of South Africa... _8, 239 193

T ‘Chiefly 5182 684 Canada, $175,225 Nicaragua $151, 490 Mexlco
$142,357 Ecuador, $101,611 Netherlands Indies, $412,173 Philippine
Islands.

Gold held under earmark at the Federal Reserve banks was increased
during the week ended May 8 by $21,272,592.4 . ]

The latest monthly report of the Department of Commerce showed that
$1,232,301,000 gold was held under earmark for foreign account as of

April 30.
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Referring to day-to-day rates sterling exchange on
Saturday last ranged as follows: Bankers’ sight,
$3.1914@$3.31, cable transfers $3.20@$3.21)4. On
Monday the range was $3.1414@%3.2714 for bank-
ers’ sight and $3.1515@$3.29 for cable transfers.
On Tuesday bankers’ sight was $3.1234@$3.20; cable
transfers $3.133/@$3.21. On Wednesday the range
was $3.1714@$3.28 for bankers’ sight and $3.18)4@
$3.29 for cable transfers. On Thursday bankers’
sight was $3.1914@$3.2614; cable transfers $3.20@
$3.2654. On Friday the range was $3.19}6@$3.261%
for bankers’ sight and $3.20@$3.26%% for cable
- transfers. Closing quotations on Friday were $3.21

for demand and $3.22 for cable transfers. Commer-
cial sight bills finished at $3.18; 60-day bills at $3.17;
documents for payment (60 days) at $3.17, and 7-day
grain bills at $3.1815. Cotton and grain for payment
closed at $3.18.

Continental and Other Foreign Exchange

EMORALIZATION of the Continental foreign
exchanges is complete. Trading in the Euro-
pean currencies is in effect largely suspended.

The separate classification of exchange on the coun-
tries neutral during the war of 1914-1918 has become
inappropriate under the present war conditions and
comment on those units will be made under the above
caption.

The fluctuations in the French franc merely re-
flect the movements of sterling, to which the franc
is officially linked.

Future franc exchange has ceased to be quoted in
New York since May 10. The last quotation for
30-day French futures was 114 points discount from
spot on May 9 and 90-day futures were at 4149,

points discount on the same date. Otherwise there

is nothing essentially mew in the French foreign
exchange or financial situation. The currency is
being constantly undermined owing to the mounting
war costs and the weakened financial structure re-
sulting from repeated devaluations of the unit.

Italian lire continue steady, maintained by the
official control at Rome, with commercial lire hardly

“ever deviating from 5.05 cents for cable transfers.
Recent dispatches from London stated that the
Ttalian authorities have instructed Italian banks in
London to accept United States dollars, not British
pounds, for tourist lire and emigrant lire. Financial
quarters are uncertain whether the action has political
significance or is merely a decision to postpone the
buying of sterling in view of its break in New York.

It was officially announced in Rome a few days
ago that the 1940-1941 national budget, swollen by
emergency expenses, will total 50,000,000,000 lire
(about $2,500,000,000). Under the budget there
will be a deficit of 20,000,000,000 lire ($1,000,000,~
000). Senator Ricci told the Senate that this expen-
diture will represent 35%, of the national income. °

The Belgian unit has not been quoted in New York
or in London since May 10. The last quotation
for belgas in New York was made on May 9 when
cable transfers were 15.5614, as compared with
16.831% a week earlier and with 17.023{ a year
earlier. Quotations for future belgas were also sus-
pended on May 9, when the threatening situation was
reflected in a discount of 85 points under spot for
90-day belgas.

On May 16 it was announced from Paris that
exchange rates were fixed by a triple financial
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accord among France, Britain, and Belgium at 68
Belgian francs for 100 French francs, or 120 Belgian
francs for the pound. ,

Throughout the past week the foreign exchange
departments of New York banks were kept busy un-
tangling transactions among themselves which re-
sulted from the invasion of Holland and Belgium.
This they were doing by offsetting contracts between
each other and paying compensation for small differ-
ences, thereby reducing the volume of contracts out-
standing. When a Dutch or a Belgian bank sells a
contract for future delivery of guilders or belgas, the
buyer often resells it to a third party, who in turn
may pass it on to a fourth or fifth buyer. Purchase
transactions are frequently similarly involved. Un-
tangling these snarls is now occupying the attention
of foreign exchange traders. The official freezing of .
Belgian and Dutch balances by executive order is
considered helpful to the local exchange market in
straightening out the financial difficulties created by
the invasion of Belgium and Holland.

On May 13 the United States made available to
Holland and Belgium their large cash resources in the
United States for the purchase of defense weapons
and other purposes.

Treasury officials said that the situation in Holland
and Belgium were different from that of the other
three countries invaded by Germany because they
were in a position to give voluntary direction of the
uses of their money. No such exemption was ex-
tended to Norway, Denmark or Luxemburg, whose
funds in the United States also were frozen. i

The United States Treasury Department has issued
a general license authorizing banking institutions
within the United States to make all payments,
transfers and withdrawals from accounts in the name
of six designated Belgian banks, subject to the obliga-
tion to file prompt weekly reports with the appro-

priate Federal Reserve bank showing details of such

transactions during each week. Similar licensing
authorizations have been accorded to the chief banks
of The Netherlands. ;

On May 15 the United States Treasury authorized
the use of frozen funds of the invaded European na-
tions in commodity future transactions, provided the
money is not taken outside the United States. The
order was similar to one issued previously permitting
the use of such funds in security transactions. Both
authorizations constituted exceptions to President
Roosevelt’s order prohibiting any transaction involv-
ing assets in the United States belonging to the gov-
ernments or peoples of the five invaded nations unless
the transactions are licensed by the United States
Treasury. ;

On May 16 restrictions were further eased to permit
private owners of such funds to withdraw up to $500
a month for personal expenses in the United States.

On May 16 the general license granted earlier in
the week permitting withdrawals from accounts of
the Netherlands Government and Dutch Colonial
banks held in this country was revoked by Secretary
Morgenthau at the request of the Netherlands

" Minister. It was assumed in the Treasury Depart-

ment that the action was taken to protect Netxerlands
accounts from possible fraudulent drafts by any
puppet government that might be set up in The
Netherlands. - .

Holland guilders have not been quoted since the
German invasion on May 10. The last spot quota-
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tion for guilders in New York was 53.08 on Thurs-
day, May 9, at which time the imminent peril of the
Lowlands was indicated by the record discount of 180
points under the basic cable rate for 90-day guilders.

Amsterdam dispatches of Sunday, May 12, stated
that foreign exchange measures had been adopted
by the Netherlands Government, but whether these
regulations can be considered effective since the end
~of Holland’s resistance on May 14 is doubtful, espe-
cially since the leading Netherlands banks, including

_the central bank, have now removed their principal

offices from the country.

It is understood that the Bank of The Netherlands,
the central bank of Holland, may establish its head
office in London. This is considered a logical move
since London is now the seat of the Dutch Govern-
ment and is also the home of the royal family. Other
great Dutch banks are expected to establish their
head offices in the East Indies. :

London dispatches on May 15 said that the Nether-
lands Government (now transferred to London) may

ask permission soon of the United States Government .

to float a big war loan in the New York market. It
is said that Holland is prepared to pledge as collateral
vast amounts of tin, rubber, and other East Indian
colonial products, in addition to its gold stock now
outside of Holland, as well as securities and bank
deposits held in the United States by Dutch nationals.

Exchange on the Dutch East Indies, while off the

official quotation list of London, may for the present
be considered a floating currency with a tendency
toward weakness owing to war conditions. Before
the surrender of the Holland forces regulations pro-
-mulgated in Amsterdam prohibited the Dutch East
Indies from exporting gold, gold coins, foreign ex-
change, checks, bills, securities, &c., while transfers
abroad were authorized to be made only by the Java
Bank pending definite exchange restrictions. At the
same time all German imports by the Dutch East
Indies were prohibited.

Steps have been taken to maintain the independ-
ence and stability of the Netherlands East Indies
florin, it was announced on Maj 15 by Emil C.
Zimmerman, Trade Commissioner for the Dutch
possessions, at his office in the Rockefeller Plaza.
He said that on May 11 the Batavia Government had

_ enforced a blockade of international payments of
both residents and non-residents of the island. This,
however, left free all payments between the East
Indies and The Netherlands. The Java Govern-
ment plans to replace this provisional measure with
a more definite arrangement under which an institute
would be established supervised by the Java Bank.

Swiss francs are off sharply, with nominal current
quotations of between 21.11 and 22.43 cents, as com-
pared with 22.40 cents last week. The gravity of
the Swiss situationisindicated by the fact that Swiss
futures are no longer quoted.

Swedish exchange is quoted in New.York around
23.70-23.85, but quotations are largely nominal and

trading is thin.

Press dispatches from Oslo in German-occupied
Norway, state that the administrative council for
the German-held part of Norway announced a reduc-
tion in the bank rate and other measures for bank
credits designed to aid trade and effect industrial
reorganization. It was said that the arrangements
were made in cooperation with the Bank of Norway,
the Norwegian Bank Association, and the Norwegian
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Savings Banks association. The bank rate was re-
duced from 4149, to 3%. The legally constituted
Government of Norway of course cannot be said to
be a party to this action.

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 an the French
center finished at $1.82 and cable transfers at $1.8214,
against 1.8014 and 1.81. 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 in exchange on Belgium, Holland,
Poland, or Czechoslovakia. Exchange on Bucharest
closed at 0.50 (nominal), against 0.50. Exchange on
Finland closed at 2.04 (nominal), against 2.04. Greek
exchange closed at 0.63 (nominal), against 0.65.
Checks on Sweden closed at 23.85 (nominal) and
cable transfers at 23.85, against 23.85 and 23.85.
Exchange on Denmark and Norway ceased to be
quoted after April 8. Swiss francs closed at 22.40 for
checks and at 22.40 for cable transfers, against 22.40
and 22.40. Spanish pesetas are nominally quoted at
9.25, against 9.25.

XCHANGE on the South American countries is
quiet and steady and generally unchanged from
recent weeks. - A recent Buenos Aires dispatch stated
that semi-official sources are of the opinion that
continuance of the war with the resultant emphasis
on trading with Great Britain and France to the
exclusion of other important nations might result in
more strict rationing of imports from the United
States, which asks payment in free currencies. The
Argentine Exchange Control Office still bans more
than 1,000 classes of United States products on the -
ground that there is an insufficient supply of dollars
with which to pay for such goods.

Argentine unofficial or free market closed at 22.88
@23.00, against 22.70@22.75. Brazilian milreis are
quoted at 5.15, against 5.15. Chilean exchange is
nominally quoted, at 5.17, against . 5.17. Peru is
nominally quoted at 1614, against 1714.

XCHANGE on the Far Eastern countries shows
the Hongkong dollar and the Shanghai unit
both strongly inclined to ease. - The Indian rupee and
Japanese yen are unchanged, the former moving
strictly with the pound and the yen held by the
official control at 23.46 cents.

On May 11 the Japanese control decided to suspend
the yen-sterling exchange rate temporarily and Tokio
banks dealing in foreign exchange will be allowed to
fix their own exchange rates for sterling. The Yoko-
hama Specie Bank will continue to quote the yen-
sterling rate, but this will be purely nominal and
based on the official yen-dollar rate.

Closing quotations for yen checks yesterday were
23.46, against 23.46 on Friday of last week. Hong-
kong closed at 20.00, against 19.65; Shanghai at
5 9-16 against 4.80; Manila at 49.80, against 49.80;
Singapore at 4724, against 4724; Bombay at 30.25,
against 30.23; and Calcutta at 30.25, against 30.23.

Gold Bullion in European Banks
HE following table indicates the amounts of gold
. bullion (converted into pounds sterling at the.
British statutory rate, 84s. 1114d. 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
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shown for the corresponding dates in the previous
four years: ‘

1940
£

*756,492| *129,821,955
242,449,963( 311,709,000
3,362,250 3,010,000
©63,667,000, 63,667,000
’ ' 2l17,440,000{ 23 000

Net! €97,714,000
Nat. Belg. .| d131,731,000
8witzerland

%Zm“';" 6,555,000 6,540,000
e ¢ 8.222,000] 7,442,000 6,602,000

Total week.| 695,662,705| 867,885,055(1,042,156,787(1,097,577,8001,043,729,700
Prev. week.| 695,523,041 ' 866,725,2861,042,913,7821,088,878,236'1,046,035,850

# Pursuant to the Currency and Bank Notes Act, 1939, the Bank of England
atatements 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
which was formerly the basis of value. - On the market price basis (168s. per fine
ounce) the Bank reported holdings of £1,495,931; equivalent, however, to only
about £756,492 at the statutory rate (84s. 1134d. per fine ounce), according to
our caleulations. Inorder to make the current figure comparable with former periods
a8 well as with the figures for other countries in the tabulation, we show English
holdings in the above in statutory pounds. .

a Amount held Dec. 31, 1939, latest figures available. b Gold holdings of the
Bank of Germany include *deposits held abroad’ and ‘reserves In forelgn cur~
rencles.” c As of April 30, 1938, latest figure avallable. d Includes foreign ex-
changes. e Prior to invasion.

The value of gold held by the Bankof France was revalued with the statement
of the Bank as of March 7, in accordance with the decree of Feb. 29, 1940, at the
rate of 23.34 mg. gold 0.9 fine equals one franc; prior to the latest revalorization
the value of the Bank's gold holdings was calculated, in accordance with the de~
cree of Nov. 13, 1938, at 27.5 mg. gold 0.9 tine per franc; previously and subse-
quent to July 23, 1937, gold in the Bank was valued at 43 mg. gold 0.9 fine per
franc; before then and after Sept, 26, 1936, there were 49 mg. to the franc; prior
to Sept. 26, 1936, 65.5 mg. gold 0.9 fine equaled one franc. Taking the pound
sterling at the English statutory rate (7.9881 gr. gold 11-12th fine equals £1 sterling),
the sterling equivalent of 349 francs gold in the Bank of France i8 now just about
£1; at 27.5 mg. gold to the franc the rate was about 296 francs to the £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 65.5 mg., about 125 trancs equaled £1.

Banks of— 1!;!:59 1?‘38 19537 19536

206,188,494

322,148,638
460,124,006

327,140,336
347,629,862
2,456,300

England...
g 293,723.451

France... .

28,989,000,

NOrway ..

Common Sense Control of Armament
Expenditures

The United States is already embarked upon a
program of military and naval enlargement without
precedent not only in the history of this Nation but
of any other country similarly insulated against for-
eign aggression by natural barriers and not embar-
rassed by colonial commitments of extreme signifi-
cance in its economy. This program, many believe,
was adopted without adequate inquiry or delibera-
tion, and unquestionably the acquiescence of some
was yielded against their better judgment in many
instances while in numerous others a reluctant as-
sent was vouchsafed in recognition of the hoped for
stimulation to general industry possibly consequent
upon largely increased employment in enterprises
contributing to the supply of military and naval
equipment.

With the later and most extensive features of this

program scarcely beyond the initial stages, this
week’s events in Europe have become the occasion
for a sudden demand, supported by the President,
most of his Cabinet, and some Senators and Repre-
gentatives not among those steadily taking their
cues from the White House, for the immediate ex-
pansion of the already vast demand upon the capi-
tal and income resources of the country for the man-
ufacture of reserves for possible warfare or of ma-
terials to be consumed in experimental practice pre-
paratory to the problematic event of war. It is a
condition with nearly immeasurable potentialities
which thus confronts the country and wherever
sober judgment survives the sudden inundation of
imported emotions and enthusiasms there will be
insistence upon its examination in its every relation
and detail, if not as preliminary to acceptance of
the startling enlargements officially proposed, at
least to insure that funds supplied for its purposes
are providently administered and that the frightful
burden of fresh expenditure thus forced upon the
people is so wisely adjusted as to constitute the
least possible impediment to their current economy
and the ultimate recovery of industrial and finan-
cial health. '
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The thoughtful may pause, for a moment, to con-
sider how much simpler the sudden demand for de-
fensive preparations must have been had the United
States continued until the present with a national
debt barely above, $16,000,000,000 and ordinary Fed-
eral expenditures, including interest and sinking-
fund, running below $4,000,000,000, and well within
the current budget receipts. They may consider, be
sides, how much easier the problem of financing de-
fensive preparations might be today, had President
Roosevelt adhered steadfastly to the promises he
proclaimed just before his first election and enforced
a rigid economy and retrenchment throughout the
Federal administration, perhaps not achieving the
whole reduction of 25% which he advocated and
pledged, but resisting and preventing the enormous
impairment of the country’s resources caused by the
unproductive and wasteful expenditures and the
huge and mounting deficits of his seven years in
office. The sober sense of the American people must
demand that the new burdens which they are being
asked to assume shall, if they are assumed, be sur-

‘rounded with ample and sufficient safeguards

against mis-direction and waste and that there be
full and immediate relief from all the onerous in-
equities in taxation imposed to achieve other ends
than those of revenue-production and from the ham-
pering restrictions laid upon industry and business
in the fruitless effort to equalize capacities and to
penalize efficiency. It was to afford precisely this
protection that the principle which insists that free
men can be taxed only with their consent was estab-
lished in English history and brought to America
with its settlement, to become, when temporarily
denied, a basis of revolt and a step towards inde-
pendence. In secure sanction of the doctrine that
there shall be no taxation without répresentation,
the whole power of the purse, the authority to im-
pose taxes and to make appropriations of the moneys
so raised, is reposed in the United States in the Con-
gress, with the right to originate such legislation
especially entrusted to the House of Representatives.
The exigency of the huge Federal expenditures of
the present day supports the conclusion that it is
time fully and more effectively to utilize and im-
plement this authority of the Congress and this con-
clusion becomes immediately irresistible and de-
manding in view of the current expenditures upon
armament and the claim that these expenditures
should forthwith be largely increased.

Senator Lodge of Massachusetts has proposed, by
formal resolution, the creation of a joint committee
of the Senate and House of Representatives “to
study defense needs and formulate a policy for
presentation to Congress” which is at least a step
in the right direction. In approaching its consider-
ation and that of any amendment and enlargement
which might be desirable and necessary to provide
for complete and continuous scrutiny of financial
resources and capacities as well as search for the
least oppressive expedients for making the necessary
funds available and the accurate assessments of the
defensive needs as they exist and change, there are
controlling elements of the present situation that
may not safely be overlooked. Defensive prepara-
tions are never used, although they may have some
effect as moral deterrents, unless there is war,
When war actually supervenes, and especially if the
aggressor is powerful, determined, and well-
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equipped, much more is necessary than the mere
plentiful possession of armed forces and a sufficient
reserve of munitions and supplies. Francis Bacon
remarked, in the time of Queen Elizabeth, that no
people oppressed by excessive taxation had ever
risen to a high degree of military prowess. It is still
true that financial strength, immunity from an ex-
treme weight of taxation and freedom of persons,

property and initiative are sources of mational

morale conducive to courage, resolution, and event-
ual success in any struggle. The United States,
should it encounter the catastrophe of war in the
near future, would enter upon it under the handi-
caps of an immense’ debt, a severe and ill-adjusted
scheme of taxation, a monetary system controlled
at the whim of one man entrusted with legislative
powers improvidently delegated, and an industrial

organization burdened and hampered by a mass of .

badly-digested, meddlesome, and unnecessary re-
strictions devised by men without sympathy for or
comprehension of the problems of industrial organ-
ization and production. Beyond this, if anything

has been established in the wearisome experience of

the last seven years, it is the immeasurable and irre-
mediable financial incompetence of the Roosevelt
administration. Defensive preparations upon the
scale urged as presently required of this country in-
evitably involve business problems of the greatest
complexity as well as military and naval problems
which are not likely to be dealt with either ade-
quately or successfully by men of heady emotions,
inclined to sudden and impulsive decisions, and un-
restrained by any sufficient sense of the value of
deliberation and of the responsibilities for indirect
and related consequences.

~ We venture no conclusion as to the immediate
necessity for the vast enlargement of the defensive
preparations already in progress, which has been so
suddenly thrust upon public consideration. But,
without the least hesitation, we insist that if any-
thing more is attempted in that direction, even in
the pursuance without further expansion of the pro-
gram now in progress, the Congress of the United
States ought actively to bear its full portion of re-
sponsibility, Without such activity on its part the
Nation cannot avoid unnecessary losses approaching
closely to disaster.

Aspects of Public Acquisition of Operat-
ing Utility Equities
By IRNEST R. ABRAMS

For practically the first time since the collapse of
security values, a decade ago, operating utilities in
the gas and electric fields are now facing a market
in which a portion of their capital requirements can
' be engaged through the sale of common stocks. Dur-
ing early depression years, when safety of principal
was the dominant consideration, equity shares of
every character were thrown overboard to lighten
capital risks with little regard for their intrinsic
worth, and by the time this hysteria had subsided
and investment capital was cautiously emerging
from storm cellars, our newly-installed National Ad-
ministration was engaged, so far as electric utilities
were concerned, in a punitive attack on their rates
and managements, which culminated in the estab-
lishment of numerous projects for the production
of “yardstick” electricity, in the loaning or granting
of Federal funds to a long list of communities for
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the creation of competitive enterprises, and in the
enactment of legislation designed for the dismem-
berment of holding company systems. And the
effect of this unprecedented Federal activity was to
discourage investors from the voluntary acceptance
of yet uncharted risks.

But with a gradual lessening of public and con-
gressional interest in further assault on an industry
which has steadily lowered its selling prices in the
face of a continued rise in the cost of living, with
the industry purged of undesirable elements and
questionable practices, with the yields of tax-free
bonds approximating the level of true interest, with
returns from high-grade taxable issues now occupy-
ing the ground but shortly vacated by the tax-
exempts, and with the yields of the better preferred
shares equaling the returns previously derived from
sound bonds, investment capital in its great need of
employment is again turning to operating utility
equities.

One reason for this revival of utility common
stock purchases is the increasing availability of
these shares. - In the past, except for the common
stocks of such outstanding operating units as Bos-

.ton Edison, Commonwealth Edison, Consolidated

Edison, Consolidated Gas of Baltimore, Detroit Edi-
son, Southern California Edison and a few others,
the more attractive equity shares of gas and elec-
tric operating utilities have been lodged in the port-
folios of holding companies, and except where pre-
emptive rights of minority interests have permitted
expanded ownership, these stocks have been acquired
solely by parental holding companies. But this mo-
nopoly of operating utility equity acquisitions is
fast being dissolved by the Securities and Exchange
Commission through its integration operations un-
der the Public Utility Holding Company Act, or
the threat of these operations, and the supply of
these shares for public absorption promises to be
sharply increased over the coming months. Already
we have seen 100% of the equity of three sound
operating utilities purchased from holding com-
panies by underwriters and publicly distributed,
while in another instance, due in large part to the
SEC findings in the Consumers Power case, where
a $10,000,000 debt expansion was denied because of
ihe resultant distortion of capital ratios, a top-
ranking holding company subsidiary, all of whose
common stock was parentally owned, has engaged
new capital in part through public distribution of
additional common shares.

But this contemplated large-scale shifting of oper-
ating utility ownerships from holding companies to
the investing public raises a fundamental issue
which revolves around the relationship of their
cffering prices to book and ratebase values.  For
decades, now, investors have been encouraged in the
practice of measuring the worth of public utility
gecurities almost entirely on the basis of earning
power, but in recent years, with the vital changes
that have taken place in utility regulation pro-
cedure, and with the changes now being made or
proposed in the method of valuing utility properties
for rate-making purposes, past and present earnings

“ have been deprived of a part of their validity as

exclusive yardsticks for the determination of utility
security values. Prospective buyers of operating
utility equities, it would appear, must now delve
deeper than mere reported earnings to measure the
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true worth of utility common stocks and to protect
themselves from possible loss.

In the case of the Newport Electric Corp. offering
of May 23, 1939, representing the purchase of its
entire common issue, evidenced by 59,550 shares of
$20 par value, from the bankrupt estate of Utilities
Power & Light Corp. and the distribution of that
stock to the public at $29.50 per share, equivalent
to 10.35 times current earnings, the SEC required
that certain portions of its findings be incorporated
in the prospectus through which the public offering
was to be made. For although the SEC found that
“the initial offering price of the stock is fair in rela-
tion to the earnings record of the company,” it
warned prospective investors of the dangers inher-
ent in the purchase of this stock at that price.

“Tt is important,” said the Commission, “for pros-
pective investors to know that certain Newport
organizations plan to continue their campaign for
municipal ownership of the electric property. In
the event the electric property is acquired by the
city of Newport in condemnation proceedings the
amount which common stockholders will receive for
their investment may be less than the $29.50 initial

offering price per share. On the basis of the data

whieh appears of record in this proceeding, it may
be estimated that in the event of condemnation of
the property and liquidation of the company, the
proceeds accruing to the common stock, on the
assumption that the acquisition price will be equiva-
lent to book value of property, plant, and equip-
ment - less retirement reserve, would be ‘approxi-
mately $11.44 per share; on the assumption that the
acquisition price will be equivalent to the rate base
of $3,044,859 as established by the Rhode Island
Commission ,the proceeds accruing to the common
stock would be approximately $16.70 per share; on
the assumption that the acquisition price will be
equivalent to the reproduction cost installed as
established in the Young Report less retirement
reserve per books, the proceeds accruing to the com-
mon stock would be approximately $19.54 per share;
and on the assumption that the acquisition price
will be equivalert to the depreciated cost installed
as established in the Young Report the proceeds
accruing to the common stock. would be approxi-
mately $8.67 per share.” '

Likewise, in the case of the West Penn Power Co.
offering of April 9, 1940, which represented not a
transfer of ownership of 100% of the common stock
of an operating utility from its parental holding
company to the investing public but, rather, the dis-
tribution of a relatively small amount of additional
common stock of a holding company subsidiary
through investment channels, or 160,000 shares out
of a total of 2,935,000 shares to be outstanding, at
$27 per share, equivalent to 16.15 times current
earnings, the SEC again required that certain of
its findings be included in the offering prospectus.
With respect to the relationship of offering price
to book value of the common stock, the Commission
found:

“On a pro forma corporate basis, based on the stated value
and surplus, the common stock will have a value of approxi-
mately $12.60 per share. If deferred charges of $7,526,000
(representing unamortized debt discount and expense, re-
demption premium and expense on the preferred stock and
other miscellaneous charges) are deducted, the resulting ad-
Justed value of the common stock will be approximately $10
per share. If the inflationary items are also deducted from
the assets the adjusted value will be $5.60 per share.”
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Furthermore, the Commission summarized its
findings with respect to certain factors potentially
affecting the future value of the stock, in part, in
ihe following language: v

“Apart from the general factors which must be taken into
account in any enterprise, there are certain special factors.
which give rise to speculation. First, the Pennsylvania .

Public Utility Commission has instituted a rate proceeding.
If this proceeding results in a substantial rate reduction,

‘it may also substantially reduce West Penn’s earnings.

Secondly, the company’s depreciation requirements may be
inereased under the system of depreciation accounting as
required by the Uniform System of Accounts. Such increase
would also reduce West Penn’s earnings. Thirdly, in the
results of the Original Cost Study filed with the Federal
Power Commission and the Pennsylvania Public Utility
Commission, West Penn has reported an amount of over
$12,000,000 representing the excess of book value of prop-
erty over the original cost thereof. If either the Federal
Power Commission or/the Pennsylvania Commission directs

. that this amount be amortized, it may have some effect on

earnings and dividends.”
However, in the case of the Indianapolis Power &

Light Co. common stock / distribution, involving
100% of the outstanding equity, or 645,980 shares
owned by the bankrupt estate of Utilities Power &
Light Corp., plus 68,855 additional shares sold
directly to the underwriters by the company, which
were offered on April 3, 1940, at $24 per share, or
at 13.12 times current earnings, the SEC did not
require that any part of its findings be incorporated
in the offering prospectus, probably because the
company was not engaged in any rate proceeding,
agitation for municipal ownership was lacking, and
the Public Service Commission of Indiana had estab-
lished the rate base at an amount not far distant
from the values recorded on the company’s books.
But it did make a finding that the depreciated book
value of the properties acquired from the company’s
two subsidiaries was some $28,000,000 higher than
the figures at which these facilities had been carried
on the books of the predecessor utilities, and the
Indianapolis company was required, as a pre
requisite to Commission approval, to stipulate that
it would never in any proceeding take the position
that permission to issue the increased common
stock, or the fact of its issuance, could be raised as
an obstacle to rate reductions, or as affecting the
price of the company’s properties in condemnation
proceedings. _

In other words, although the SEC approved the

sale of the three foregoing operating utility com-

mon stocks to the public on the basis of their earn-
ings records at prices ranging from 10.35 to 16.15
times current earnings, it also warned prospective
investors of the inadequacy of asset values, both at
the time of initial offering and in the event of spe-
cific future happenings. In the case of Newport
Electric common, it cautioned prospective buyers
that the highest asset value assignable to the stock
was 66.29% of- the offering price, which might be
reduced to 29.3% under specific conditions; in the
case of West Penn Power common, it pointed out
that the present asset value of the stock was 46.7%
of the initial price, which could be reduced to
20.7%; and in the case of Indianapolis Power &
Light common, it implied in its findings that no
asset value whatever would exist for the shares, if
the write-up of property values on the Indianapolis
companys’ books was extinguished.

The attitude of the Commission toward these dis-
crepancies between asset values and initial offering
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prices based on earnings records may be inferred
from its findings in the Newport Electric case.
“We are faced,” said the Commission, “with the
allegedly conflicting interests between that of the
investors of the Estate of Utilities Power & Light
Corp. and that of the new investors in the Newport
company. In that connection our records show that
" on the one hand representatives of certain Newport
organizations contend that the prices are too high,
while on the other hand it is the contention of the
Protective Committee for the Preferred Stockholders
of Utilities Power & Light Corp. that the estate of
the debtor is selling its interest in Newport at a
price which is too low. Yet the price being paid
to the debtor for the Newport stock is one offered
by a dealer who often has had occasion to buy and
sell utility securities and who may be presumed to
be familiar with the values of such securities.”
Apparently, then, the Commission has taken the
' position that despite inadequacies of asset values;
it is justified in approving the sale of utility equi-
ties to underwriters and their subsequent public
offerings, when a reasonable relationship exists
between earnings and initial offering prices.
Judged solely by this relationship of offering
price to earnings, past issues would appear to have
been fairly priced. Although not wholly com-
parable, the average market price of Commonwealth
Edison, Consolidated Edison, Consolidated Gas of
Baltimore, Southern California Edison, Boston Edi-
son, Detroit Edison, and Pacific Gas & Electric, over
the periods during which these offerings of electric
utility equities were being made, was 15.6 times
earnings, compared with 13.2 times earnings for
Newport, West Penn, and Indianapolis commons,
while the similar average market price of Lone Star
Gas, Peoples Gas, and Pacific Lighting was 11.0
times earnings, compared with 11.5 times for Wash-
ington Gas Light common. Furthermore, the mar-

ket action of these four operating utility commons:

during each of the first four weeks following their
respective offerings, their market prices on May 9,
1940 (the day preceding German invasion of the
Low Countries), and their ranges since public offer-
ing all tend to confirm the reasonableness of their
initial prices.

Unfortunately, however, future earnings of our
operating utilities may not be continued at present
levels, for a number of influences are at work which
threaten lower rate bases and lower valuations for
rate-making purposes, and which suggest an increase
in certain operating costs. Firgt, although the

“present fair value” rule laid down by the United .

States Supreme Court in Smyth v. Ames just 42
years ago and consistently supported through the
intervening years specifically designates reproduc-

tion cost as one of the requisite yardsticks by which

the fairness of utility property valuations must be
determined, a dissenting minority of that court, sup-
ported by the Federal Power Commission and a
vociferous congressional power bloc, is strongly con-
tending for the desertion of the ‘3present fair value”
rule and the substitution of prudent investment as

the dominant formula in utility valuation proceed-

ings. And while the amount prudently invested in
occasional utilities may equal present book values,
the general application of this valuation method
would tend to lower rate bases..
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Secondly, neither the Constitution nor the de-
cisions of the highest court have ever guaranteed a
fixed return on any established property valuation
to any utility. What it has guaranteed utilities is
the “opportunity” to earn a “fair” return, which
itself is subject to the “fickle and varying judg-
ments” of the courts, on the accepted valuation of
the moment. Thirdly, the Federal Power Commis-

‘sion and many State regulatory bodies have required

electric utilities under their jurisdiction to restate
their property accounts to show the value of utility
facilities at “original cost,” which is defined as “the
cost of such property to the person first devoting it
to public service,” with the difference between “orig-
inal cost” and present-day book value segregated in
an “electric plant acquisition adjustments” account
for an implied extinguishment. And while, in cer-
tain cases, original cost may even exceed present-
day book values, the general effect of this require-
ment, if there is any merit in the 1932 contention
of the Federal Trade Commission that 22% of elec-
tric utility book values consisted of write-ups and
other intangibles, will be a substantial lowering of
the values on whick aperating utilities will be guar-
anteed the “opportunity” to earn a “fair” return.
And, fourthly, the Uniform System of Accounts, pre-
scribed by the Federal Power Commission and about
half the State utility commissions, requires straight-
line depréciation which may substantially increase
the depreciation expense of many operating utilities,
as specifically noted by the SEC in its West Penn
Power findings.

On the whole, then, since existing rate bases may
be substantially lowered, if the prudent investment
formula is substituted for the “present fair value”
rule; since the fairness of any rate of return is
dependent upon the shifting judgments of courts;
since neither the Federal Power Commission nor
the State regulatory bodies have reached any de-
cision as to the manner, the rate or the time during
which excesses of present-day book values over orig-
inal cost are to be amortized; and since newly pre-.
scribed depreciation accounting may substantially
increase utility costs, past performance offers no
assurance that future earnings of operating utilities
can be held at present levels. And, obviously, this
applies with equal force to all operating utilities,
whether now independently owned, or soon to be
publicly owned, or to be retained in holding com-
pany systems, A

There are, however, alleviating aspects of this con-
templated large-scale transfer of operating utility
ownerships from holding companies to the investing
public. In the three instances to date where 100%

.of the equity of holding company subsidiaries have

been publicly distributed (Newport Electric Corp.,
Indianapolis Power & Light Co., and Washington
Gas Light Co.), a substantial portion of their shares
has been absorbed by investors in.and around the
served areas, and this repatriation of even partial
utility control promises to exert a wholesame influ-
ence on their public relations. For the attitude of
local governments, rate payers and regulatory com-
missions is generally more friendly and reasonable

“toward locally owned enterprises than toward those

dominated by “Wall Street.” When-dissatisfaction
with rates and other service conditiong arise in the
futyre, these. local stockholders will probably be
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more sympathetic and public spirited in their atti-
tude toward complainants than have corporate
stockholders in the past, and both administrative
and regulatory agencies of government will doubt-
Jess have greater incentive to protect equity invest-
ments in the hands of local voters dnd taxpayers
than where the interests of mon-resident corpora-
tions are involved.

Then, too, where these independent operating
units are located in investment areas, where accu-
mulated savings exceed the needs of local institu-
tions and a supply of investment capital is seeking
employment, familiarity with locally owned wutili-
ties may provide a continuing source of expansion
captal at reduced cost. Although hardly typical,
one instance of this availability of local capital at
low cost may be found in Hartford, Conn., the insur-
ance center of America, where the Hartford Electric
Light Co., whose common stock has long been held
by residents of the served area, was able to sell not
first mortgage bonds but debentures bearing 3%
coupons before practically any other operating util-
ity in the country was able to command this low
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rate for its mortgage issues. For while familiarity
may breed contempt where contempt is deserved, it
can also be productive of goodwill and confidence.
And, finally, if there is any merit in the phi-
losophy of the present Administration which was
responsible for its sponsoring of the Public Utility
Act of 1935 with its integration requirements, these
emancipated utilities, while losing some of the bene-
fits of informed control and direction, and sound
technologic advice, .will also escape the disadvan-
tages of holding company domination, and the dan-
ger of being operated largely for the benefit of hold-
ing company managements and stockholders.
Whether or not the advantages of decentralized own-
ership and operation will outweigh the loss of hold-
ing company benefits can be determined only by the
coming years, although it seems probable that in
the better grade of operating utilities the rate pay-
ers and senior security holders will fare about as
well under’ either arrangement. But the common
stockholders of these units, whether investors or
holding companies, may have to be satisfied with
lower returns on their shares. '

_ Gross and Net Earnings of United States Railroads for the Month of March

Railroad operations in the United States reflected, during
March, the indecision' then prevalent regarding the Euro-
pean war and the course of general business in this country.
In comparison with the same month of last year, gross and
net earnings of the carriers were somewhat improved. But

the gains were rather modest, and quite in keeping with

the slow decline of business activity which began last De-
cember. - It was evident in March, as it is at the present
time, that the stirring events of the European scene must.
exercise enormous effects upon the economy of the United
States and other neutrals. Beyond this generalization,
however, the pattern of affairs is difficult to trace. Heavy
orders in the United States for airplanes and a few other
" war supplies needed by the Allies, 'who have the resources
and transportation facilities necessary under our neutrality
‘laws, apparently are counterbalanced to a large degree by
curtailed markets for American agricultural products in
Turope. Latin America and some parts of the Far Bast
are turning to the United States for their ordinary require-
inents, with means for effecting payment a primary problem.
The intensification of the war that now has occurred, and
the sweep of the conflict over still greater areas, bring the
problem into sharper relief without altering the outlines. :
Important as the European war may be, it is evident that
the course of our own domestic affairs regulated the finan-
cial results of railroad operations during March., The busi-
ness bulge that developed late last year, upon the outbreak
of the war, slowly gave way to a decline which in March
was still running its course. Little developed in the domes--
tic political sphere which could be construed as encouraging.
The third term debate #aged furiously, without a sign from
President Roosevelt as 1o whether he intended to attempt
a break in the sound traditions of the country against per-
petuation in office of any President. The obstacles placed
in the way of business by the New Deal were unrelaxed,
and in view of the many uncertainties faced on every hand
it is perhaps natural that business men held to a cautious
line, Gross earnings of the railroads during March were
$326,243,592, against $314,460,087 in the same month of
1939, a gain of $11,783,505, or 3.75%. Net earnings for
March amounted to $78,332,834, against $74,688,343 in that
month last year, an increase of $3,644,491, or 4.88%. We

present the March earnings in tabular form, as compared
to the same montn of 1939:

1940 1939 Inc. (+) or Dec. (—)

232,976 233,617 —841| —0.27%
$326,243,592/$314,460,087| +-$11,783,505| +3.75
247,910,758| 239,771,744 +-8,139,014| +3.39%
(75.99) (76.25)

878,332,834/ §74,688,343

Month of March

Mileage of 132 roads. .
Gross e: ngs

Operating expenses

Ratio of expenses to earnings..

. Net earnings.

153,644,401 +4.88%

There have been some earnest efforts in recent weeks to
effect a general improvement in the situation of the rail-
roads by means of a wiser legislative approach to the problem
of transportation. Whether they will succeed remains to be
seen. After jong and intensive study a joint House-Senate
committee on April 26 submitted to Congress a compromise
bill providing for Interstate Commerce Commission regula-
tion of water carriers, repeal of the special “land-grant”
rates on United States Government freight, added lending
powers for the Reconstruction Finance Corporation, and an
investigation of the relative importance of the various types
of transportation facilities with the aim of coordination.
This measure, known as the Wheeler-Lea bill, unfortunately
was saddled promptly by certain Congressmen with pro-
posed amendments apparently designed to favor labor and
agriculture, and the bill was sent back to the committee
rooms on May 9, making early passage uncertain. As intro-
duced, the bill generally was regarded as a sound approach
to the railroad problem and to that of transportation as a
whole, within the United States. It may be noted here that
the return to a 2c. a mile basic passenger fare rate in
coaches throughout the East was effected March 24 on
orders of the ICC, but the March financial returns naturally
showed little reflection, if any, of this change. If past
experience is any guide, it is doubtful whether subsequent

“months will show extensive variations in earnings because
of the passenger fare change. -

We turn now to the business statistics which underlie the
financial statistics of railroad operations. In order to indi-
cate in a simplified form the measure of trade activity in
"relation to its bearing on the revenues of the railroads
during the month under review, we have brought together
in the subjoined table the figures indicative of activity in
the more important industries, together with those pertain-
ing to grain, cotton and livestock receipts and revenue
freight car loadings for the month of March, 1940, as com-
pared with the same month of 1939, 1938, 1932 and 1929.
On examination it will readily be seen that, with the excep-
tion of the building industry and soft coal production, tfhe
output of all the industries covered was very much larger
than in the same month of 1939. A substantial increase,
too, as might be expected, is shown in the number of cars
loaded with revenue freight. Receipts of cotton at the
Southern outports also were on a very much larger scale,
and the receipts at the Western primary markets of the
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various farm products (taking them collectively) showed a
substantial increase, but the livestock receipts at the lead-
ing cattle markets fell below those of a year ago.

March 1940 1939 1938 1932 1929

Automobiles (cars):
Production (passenger
cars, trucks, &c.).-a..

Building ($000):
Constr, contr. awarded b|

Coal (net tons):
B - Cuns
Pa. anthracite.d.......

Freight Traffic:
Car loadings, all (cars) .e|23,122,556|22,976,655|22,746,428|22,825,798| 24,807,044

Cotton receipts, South-|
ern ports (bales).f...| 424,338 108,817| 204,409 644,554 375,133
6,731 11,954 16,762

Livestock receipts: ¢
2,654 4,813 7,118
2,011 4,135 6,298

423,299|  371,046| 221,645 119,344} 585,456

$272,178| $300,661| $226.918| $112,235| $484,818

35,400,000(35,438,000/26,745,000/32,250,000(40,068,000
3,773,000| 3,604,000| 4,015,000 4,789,000] 4,859,000

Western flour and grain|
receipts: h

Flour (000 barrels)...
‘Wheat (000 bushels)
Corn (000 bushels).
Oats (000 bushels) .
Barley (000 bushels)
Rye (000 bushels) ...

22,326
232,832
227,437
210,314

24,419

71,284

21,956
212,295
226,991

25,530,

26,782

z963

22,082
226,515
214,904

26,549

26,279

21,796

22,287
215,661
214,929

27,612

27,291

21,722

Iron & Steel (net tons)
Pig fron production.k. .
Steel Ingot production.l.

Lumber (000 feet):
Production.m....ccc...
Shipments.m. x886,845( x798,888
Orders recelved.m x001,804' x803,141

Note—Figures in above table issued by:

a United States Bureau of the Census. b F. W. Dodge Corp. (tigures for 37
States east of Rocky Mountains). c Natlonal Bituminous Coal Commission,
d United States Bureau of Mines. e Assoclation of American Raflroads. f Com-
plled from private telegraphic reports. g Reported by major stock yard companies
in each city. h New York Produce Exchange. k *Iron Age."” *
and Steel Institute. m National Lumber Manufacturers’ Association (number of
reporting mills varies in the different years). x Four weeks. z Five weeks.

4,457,368

3,270,499| 2,681,969
6,069,910

4,236,050| 3,814,013

1,742,984
2,414,887

1,160,682
1,684,468

x408,573|x1,468,743
x547,167|x1,562,519
x552,873'x1,638.245

x838.214| x711,722| x701,625
x791,426|

x781,575

All that has been said above applies exclusively to the
railroads of the country as a whole.  Turning our attention
now te the separate roads and systems, we find the exhibits
in consonance with the results shown in the general totals.
In March, 1940, thirty-three roads are able to show
increases in gross earnings in excess of $100,000, and
seven roads are obliged to report decreases above. that
amount, and in the case of the net earnings twenty-two
roads report gains of more than $100,000, and fifteen roads
decreases. .Outstanding among the roads and systems able
to show increases in both gross and net earnings alike are
the Pennsylvania RR., which heads the list in both gross
and net, with an increase of $2,401,556 in gross and
$1,086,012 in net; the Norfolk & Western, showing $1,272,801
in gross and $867,147 in net; the Northern Pacifie, with
$549,580 in gross and $703,713 in net, and the Chesapeake &
Ohio, reporting a gain of $749,903 in gross and $542,471 in
net. The New York Central System, while reporting a gain
in gross of $497,381, shows a loss in net of $104,701. (These
figures cover the operations of the New York Central and
its leased lines; when, however, the Pittsburgh & Lake Erie
is included, the result is an increase in gross of $643,080
and a loss of $118,001 in the net.) Among the roads show-
ing losses in both gross and net alike, we find the Atlantic
Coast Line with $231,120 decrease in gross and $536,500
decrease in net; the New Orleans Texas & Mexico (three
roads) with $268,132 loss in gross and net of $255,459, and
the Chicago Rock Island & Pacific, reporting a loss in gross
of $259,725 and a loss in net of $176,346. In the following
table we show all changes for the separate roads and sys-
tems for amounts in excess of $100,000, whether increases
or decreases, and in both gross and net: |

PRINCIPAL CHANGES IN GROSS EARNINGS FOR THE '
MONTH OF MARCH

Increase . Increase
Clinchfield
1| Pittsburgh & Lake Erie. .
Kansas City Southern.. .
8| Western Maryland
Lehigh Valley.
Virginian
8t
2| Delaware & Hudson
547 | Peré Marquette_
Missouri Pacific. ¥
Total (33 roads) $12,754,452
Decrease

New Orls. Texas & Mex.

eading

Southern Ry.

Union Pacific .. "
Grand Trunk Western.. .
Minn. 8t. P. & 8.8, Marie
N. Y. Chic. & St. Louis_
QCentral of New Jersey...
Detroit Toledo & Ironton
Bessemer & Lake Erie.. .
‘Western PacifiC. - ... i

$268,132

31
N.Y.Ont. & Western...... {(156 864

Missouri-Kansas-Texas . 1.317

173,589 cr—— iy
Total (7 roads)...... $1,037,158

172,139

a These figures cover the operations of the New York Central and the
leased lines—Cleveland Cincinnati Chicago & 8t. Louis, Michigan Central,
Cincinnati Northern and Evansville Indianapolis & Terre Haute. Includ-
ing Pittsburgh & Lake Erie the result is an increase of $643,080.
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PRINCIPAL CHANGES IN NET EARNINGS FOR THE MONTH
OF MARCH .
Increase ; Increase
‘Western Maryland 106,651
7 | Texas Pacific. - .. 106,409

Total (22 roads) $6,849,661
Decrease

Southern Pacific (2rds.). $752,360

536,506

0 | Atlantic Coast Line 3
Atch. Top. & Santa Fe__ Louisville & Nashville_ . . 296,743
Illinois Central
255,459
1 46

Pennsylvania.._..
Norfolk & Wester
Northern Pacific..
Chesapeake & Ohio
Chic. Milw. 8t. P. & Pac.
Great Northern

Chic. Burl. & Quincy-_ ..

5| New Orls. Tex. & Mex,
Seaboard Air Line

24,34 ds)
Minn., 8t. P. & 8.8.Marie 76,3
Grand Trunk Western._. Baltimore & Ohio
Union Pacific 9| Yazoo & Miss. Valley- ...
Western Pacific N.Y.Ont. & Western__.
Bessemer & Lake Erie.... Florida East Coast..__.
Detroit Toledo & Ironton Nash. Chatt. & 8

Clinchfield

eading. . - Chic. & North Western...
Chic. Ind. & Louisville... 18,054 A
8t. Louis Southwestern. . 117,076 Total (15 roads) $2,913,650

a These figures cover the operations of the New York Central and the
leased lines—Cleveland Cincinnati Chicago & 8t. Louis, Michigan Central,
Cincinnati Northern, and Evansville Indianapolis & Terre Haute. In-
cluding Pittsburgh & Lake Erie, the result is a decrease of $118,001.

When the roads are arranged in groups, or geographical
divisions, according to their location, all the three great
districts—the Eastern, the Southern and the Western—
together with all the various regions comprising these dis-
tricts, show increases in gross and net earnings alike, with
the "exception that in the case of the net earnings four
regions (the Great Lakes, the Southern, the Central West-
ern, and the Southwestern) show small decreases. Our
summary by groups is as below. As previously explained,
we group the roads to conform with the classification of
the Interstate Commerce Commission. The boundaries of
the different groups and regions are indicated in the foot-
note to the table:

SUMMARY BY GROUPS—MONTH OF MARCH
Gross Earnings

District and Reglon 1940 1939 -
Eastern District—

New England region (10 roads).

Great Lakes region (23 roads).

Central Eastern region (18 roads

Total (51 roads)..ceveceana
Southern District—
Southern region (27 roads). .......-| 45,977,013 44,996,365
Pocahontas region (4 roads). .. .-..| 21,352,100/ 19,109,285\
Total (31 roads)-ceeaeuea emanman 67,329,113| 64,105,650,
Western District—
Northwestern region (15 roads)
Central Western region (15 roads)...
Southwestern region (20 roads)
Total (50 roads)..cccaaaac

Total all districts (132 roads)

Inc.(+) or Dec.(—)

S
+-48,677
1,866,574
4,148,831

6,054,082

$ $
13,958,737| 13,910,060
61,925,523| 60,068,949

67,923,922| 63,775,091
143,808,182|137,754,100|

980,648
+2,242,815|+4-11.74

+3,223,463] 45.03 .

+1,748,390
+1730,474

33,008,370
56,805,193 656,074,719
25,202,734 25,175,638 +27,096
115,106,297(112,600,337| 42,505,960

326,243,592'314,460,087' - 11,783,505

31,349,980

Net Earnings

District & Reglon 1939 Ine. (+) or Dec. (—)

Eastern District-
New Engl. region.
Great Lakes reglon
Cent, East. reglon._

Mileage

1940 | 1939
6,717| 6,777

26,142 26,221

24,626 24,614

57,385| 57,612

1940

$
3,734,037
13,972,896
16,157,796

33,864,729

$
3,736,647
13,769,430
17,766,980

35,263,067

+1,398,328

Southern Dist.—
Southern region. .| 38,287| 38,429
Pocahontas reglon K 6,057

44,350| 44,486

12,368,040
7,413,256

19,782,196

11,668,061
8,930,790

20,698,851

~700,879
+1,517,634]

816,655

3,993,713
11,277,277
5,666,497 5,770,428
22,470,926( 21,041,418

78,332,834 74,688,343

+1,739,019
—195,580
—113,931
+ 1,429,508

+3,644,491|

45,821} - 5,732,732

Northwest'n region
11,081,697

Cent. West. reglon 56,338
Southwest’'n reglon 1| 29,360
Total. occuceaa-n 131,241|131,519

Tot. all districts!232,976'233,617

'NOTE—Our grouping of the roads conforms to the classification of the Interstate
Commerce Commission, and the following indicates the contfines of the different

ups and reglons:
grones = EASTERN DISTRICT

New England Reglon—Comprises the New England States.

Great Lakes Reglon—Comprises the section on the Canadian boundary between
New England and the westerly shore of Lake Michigan to Chicago, and north of
8 line from Chicago via Pittsburgh to New York.

Central Eastern Reglon—Comprises the section south of the Great Lakes Reglon
east of & line from Chicago through Peoria to 8t. Louls and the Mississippi River

to the mouth of the Ohio River, and north of the Ohio River to Parkersburg, W. Va.,
and a line thence to the southwestern corner of Maryland and by the Potomac

its mouth.
o o SOUTHERN DISTRICT

Southern Reglon—Comprises the section east of the Mississippl River and south
of the Ohio River to & point near Kenova, W. Va., and a line thence following the
eastern boundary of Kentucky and the southern boundary of Virginia to the Atlantic.

Pocahontas Reglon—Comprises the section north of the southern boundary of
Virginia, east of Kentucky and the Ohio River north to- Parkersburg, W. Va,
and south of a line from Parkersburg to the southwestern corner of Maryland an
thence by the Potomac River to its mouth.

WESTERN DISTRICT .
Northwestern Reglon—Comprises the section adjoining Canada lylng west of the
Great Lakes Region, north of a line from Chicago to Omaha and thence to Portland,
and by the Columbia River to the Pacific. )
Central Western Reglon—Comprises the section south of the Northwestern Reglon
west of a line from (gl?lcago to Peoria and thence to St. Louis, and north of a line
from St. Louis to Kansas City and thence to El Paso and by the Mexican boundary
to the Pacific.

het 1opi

Southwestern Reglon—Comprises the sectl

1yl the M River
south of St. Louis and .a line from St. Louls to Kansas City and thence to El Paso,
and by the Rio Grande to the Gulf of Mexico. )
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The grain traffic over Western roads (taking them col-
lectively) in March the present year was on a greatly in-
creased scale as compared with March, 1939, The increase
was almost entirely due to the larger wheat traffic—
26,515,000 bushels against 15,661,000 bushels—the receipts
of all the other itemg (wvith the exception of rye) having
been in greater or less degree smaller than a year ago.
Altogether, the receipts at the Western primary markets
of the five staples, wheat, corn, oats, barley and rye, in
the five weeks ended March 30, 1940, aggregated: 56,043,000
bushels as against only 47,115,000 bushels in March last
year and 52,561,000 bushels in March, 1938. In the same
five weeks of 1932 the grain movement reached only 35,-
664,000 bushels, but back in 1929 it totaled 76,286,000 bush-
els. In the following table we give the details of the
Western grain movement in our usual form:

WESTERN FLOUR AND GRAIN RECEIPTS
5 Weeks Ended March 30

Flour
(Bbis.)

1,075

Wheat | - Corn | Oats Rye | Barley
(Bush.)| (Bush.)| (Bush.)| (Bush.)| (Bush.)

1,254

{000 Omitted)
ChiCAg0mmannunnmcnn smmue

6,031

4,930
857

1,120
3

68|
1,062
443

Indianapolls and Omaba..
8t. Louls...... weasd e
Peorll..cisisnisnrsisnne
Eansas Clty.cecacccannes
8t. Joseph

Wichita. .....

2,082| 26,515| 14,904
2,287! 15,661 14,929

3 Months Ended March 30

1,796] 6,279

6,549
1,7221 7,291

7,512

Flour
(000 Omdtted) (Bbis.)

. Chicago muvunsncccnannenn 2,794
'n./r. 2,740

1,053

Wheat | Corn
(Bush.)| (Bush.)

15,359
12,437,
2,186

2,692

1,397

suas] 2 2,174
203 10/ 1,211

249 1,694

1,867
1 o 1,214

Indianapolis and Omaha... 1940 19 8,352

. 7,466
Bt LoWB.unenecancnnennn 1,693

28 71
38 202

5,351| 19,089
3,393! 18,288

39,042
38,675

15,425
18,400

Total all....... .--...-.{1940

5,458| 46,44
19391 6,582! 36,579

The cotton movement over Southern roads was also very
much larger than in March, 1939, both as regards the over-
land shipments of the staple and the receipts of cotton at
the Southern outports. Gross shipments overland totaled
150,163 bales as against only 100,240 bales in March last
year, but comparing with 153,749 bales in March, 1938.
Back in 1929, March shipments of the staple totaled 80,093
bales, and in the corresponding period of 1932 dropped to
43,122 bales. Details of the port movement of the staple
for the/last three years are set out in the subjoined table:

RECEIPTS OF COTTON AT SOUTHERN PORTS FOR MONTH OF MARCH
AND SINCE JAN. 1

Month of March
1940 1039
102,345| - 19,146

33,975
4,810

Since Jan, 1
1939
94,499

113,700
14,261

1938
333,520

1938
69,302 407,399
51,713 486,432
7,667 3.382

57
13,481

1940

Total ............| 424,338! 108,817] 294,409!1,812,308| 885,959!1,212,255

In the following we furnish a summary of the March
comparisons of the gross and net earnings of the railroads
of the country for each year back to and including 1909:
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Gross Earnings

of Year Year Ine, (+) or Per
March Gloen Preceding Dec. (—) Cent

1909 v oueee- 3205,700.013 $183,509,935| 322,190,078 +12.09
238,725,772| 205,838,332| 32,887,440
227,564,915 238,829,705 —11,264,790
.| 237,664,332| 224,608,654| +12,955,678
249,230,551| 238,634,712 +10,595.839
.| 250,174,257| 249,514,091 +-660,166
238,157,881| 253,352,099| —15,194,218
296,830,406| 238,098,843| 58,731,563
321,317,560 294,088,345 27,249,215
362,761,238/ 312,276,881
375,772,750| 365,096,335
408,582,467| 347,090,277
456,978,940/ 458,462,330
473,433,886 457,374,460
533,553,199| 473,747,009
504,016,114 534,644,454
485,498,143| 504,362,976
528,905,183 485,236,559
529,899,898 529,467,282
504,233,099| 530,643,758
516,134,027 505,249,550
452,024,463 516,620,259
375,588,844| 452,261,606
289,633,741| 375,617,147
219,857,606| 288,880,547
292,775,785| 217,773,265
292,798,646

Month

+161059.426
+59.806,190
—30,628,340
—18,864,833
+43,668,624

+432.616
—26,410.659
+10,884.477
— 64,595,796
—76.672.852
—85,983.406
—69,022,941
+75.,002.520
—12.306,728
280,484,056| +27.349,607| 49.75
307.749.980| +69,335,247| +22.53
376,997,755 —94.426,288 —25.05,
282,514,278 ‘+31.945,809| +11.31
314,460,087 11,783,505 +3.75!

-1 326,243,502 232976

Net Earnings

Increase (+) or
Preceding Decrease (—)

$56,309,871 814,303,842
69,658,705 +8,664,106
78,357,486
68,190,493
69,168,201

Year Year

Given

$69,613,713
78,322,811
69,209,357
69,038,987
64,893,146

+1,000,350
429,378,627
96,718,706 —7,911,240
87,309,806 —4,748,470
82,011,451 —52,414,969
27,202,867 +13,669,008
39,882,642 4-18,656,316
113,468,843 58,831,644 + 54,637,199
117,117,122 113,697,798 +3,419,324
114,754,614 117,668,690 —2,014,076
109,230,0: 114,677,751 —5,447,665
133,642,754 109,081,102 +24,561,652
135,691,649 134,064,291 41,627,358
131,840,275 135,874,642 —4,034,267
139,639,086 132,122,686 7,518,400
101,494,027 139,756,091 —38,262,064
84,648,242 101,541,509 —16,893,267
67,870,702 84,706,410 —17,035,708
43,100,029 68,356,042 —25.256,013
83,939,285 42,447,013 441,492,272
83,942,886 —lg,283,5(135

,506,8
439,806,651
-—57,398,923
20,688,056

+3,644,491

29,596,482
40,872,775
58,538,958

67,659,321
71,711,908
111,515,431
54,102,703
74,688,342
78,332,834

.. 68,205,090

74,688,343

The Course of the Bond Market

The bond market declined heavily this week, in view of
recent war developments. U. S. Governments declined
nearly two points from a week ago, and the losses in cor-
porates have beeu large for all grades.

The industrial section ol the list declined sharply with the
rest of the bond market this wesk, but most groups gained
moderately toward the week-end. However, substantial
losses as compared with last week’s close have been in evid-
ence, particularly among the lower grade and speculative
issues. Issues of the later type showing net losses would
include the Certain-teed Produets 5148, 1948, down 915
points at 7114; Studebaker Conv. 6s, 1945, off 8 points at
971%; International Paper 6s, 1955, off 6234 points at 96 14:
International Mercantile Marine 6s, 1941, off 814 points
at 6174; Manati Sugar 4s, 1957 off 6 points at 38; Childs
Company 5s, 1943, off 574 poiats at 4615; United Drug 5s,
1953, oft 474 points at 8115. The General Steel Castings
5148, 1949 were off 8 points at 64.

Utility bonds have been under heavy pressure this week,
along with all other types of securities, in reflection of un-

* favorable European developments. On Monday and Tues-

day, selling waves appeared which affected all bonds re-
gardless or class or quality, and even high grades, as in the
instance of the Bell Telephone Co. of Pennsylvania 5s, 1960
were off as much as 3 points. Liquidation later subsided,
but price recovery was very moderate. Weakness in Canadian
utility bonds has been outsta,ndmg, despite the broad and
geperal nature of the market decline.

The entire list of railroad bonds participated in price
declines during the week. Among the high-grade rails,
Union Pacifiec First 4s, 1947 declined 154 pointd to 11314.
Norfold & Western 4s, 1996 declined 4 to 122. Precipitous
declines have been witnessed among the weskly situated
roads. New York Central 53, 2013 dropped 33{ to 4914;
Southern Pacifie 414s, 1968 declined 734 points to close at
3914. Defaulted rails registered sharp losses.
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The trend of foreign bonds continued downward, as
renewed liquidation sent most issues down to their year’s
low. Belgian bonds have been under severe pressure, and
Italian issues reflected the apprehensions feit about the
Kingdom’s possible future course in the European conflict.
Other weak spots have been Australian and Canadian issues,
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yvhieh suffered losses of several points. South American
issues have been sympathetically weak, while  Japanese
Government loans regained part of the ground lost in the
recent break.

Moody’s computed bond prices and bond yield averages
are given in the following tablés: - '

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

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

120 Domestic
Corporate by Groups*

P.U. | Ind.

U. 8. {4l 120 120 Domestic Corporate *

1940 | Gowt. | Domes- by Ratings

Datly | Bonds e
Corp.*

Aaa

120 Domestic Corporate 120 Domestse
by Rast Corporate by Groups

RR.

AR 120
Domes-

B
|

112.66 (114.72
115.14
114.93

Averages
May 17..[113.73 {105.79
S | 106.17

106.17
106.37
107.49
108.46
108.46
109.44
109.44
109.44
109.24

120.37
120.82
120.82
121.72
122.40
123.56

123.33
124.02
124.02
124.02
124.02
123.79
123.79
123.79
123.79

123.79
123.56
123.56
124.25
123.566
123.66
123.33
123.10
122.63
123.10
123.83

115.25
117.72
108.77

May17'39(116.91
2 Yrs.Ago
May17'38/111.72

100.00
103.74
96.11

112.45
120.59
115.35

116.21
108.46

101.23
96.11

102.12
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* These prices are computed from average ylelds on the pasis of one “‘typical’ bond (4% coupon, maturing 1n 30 years), aud do uot purport (o snow elther the average
level or the average movement of actual price quotations. They merely serve to fllustrate in & more comprehensive way the relative levels and the relative movement of *

yield averages, the latter being the truer picture of the bond market.

 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 German Colonial Claim

‘By Rt. Hon. L. S. Amery, M.P. 199 pages.
with Maps.. Longmans. $2.560

With the outcome of the international struggle in the Low
Countries at this moment in doubt, it is impossible to pre-
dict where and when the terms of peace will be discussed.
That they must come some day is about all that seems safe
to assert. According as the victory goes to one side or the
other, so will our interest be greater or less in the fate of
the lands owned by the Allies overseas. Britain, France,
Belgium, Holland possess vast tracts scattered about the
globe, whose possible change of ownership might be of para-
mount interest to us. The change might be uncomfortably
close to spheres in which we have vital concern; it might be
distant, yet provide bases for warships or aircraft im-
perilling sea-routes of extreme importance to us. If no
forcible change of ownership were involved, there are in-
fluences which would perhaps arise to bring about changes
in the supposed interest of a “permanent peace.”

It is well to look ahead, in days when world-rocking
events happen with suddenness. If Nazidom is in a position

to bring about its dream of Colonial empire, what form will .

be given to it? If Nazidom can not dictate, what may it try
to beg, what form will its plea take? “The German Colonial
Claim” is written by a former British Secretary of State,
with all the wealth of material at his disposal to make his
work a most valuable ahd reliable record. The origins of
the several colonial policies as here described clearly indi-
cate how and why Germany was a belated comer on the
scene. The reasons why Germany’s ambitions led her to
covet a hold on Central Africa, as the starting point for

vaster ambitions, make clear why the Allies adopted their
adverse attitude towards German indications that she in-
tended to “reverse the unjust verdict” of the war in regard
to her overseas possessions.

In turn, the events at Versailles which stripped Germany
of her former colonies are presented concisely, and the grad-
ual changes in the mental attitude of German spokesmen
towards these events, until they referred to them as
“thefts,” furnish a full vnderstanding of the effect created
on the followers of Hitler, as well as on his sympathizers
outside of Germany.

The several forms, juridical and moral, which are given
to the German claims for the return of their colonies are
analyzed with dispassionate and convincing argument. The
economic aspects of the German case, whether for the resti-
tution of her “stolen” dominions, or for the “redistribution
of the riches of the earth” were given greater prominence in
Germany than any other, and they aroused more interest in
this country than the others. So-‘that the chapter which
discusses this main theme of the German discourses pos-
gesses an exceptional interest. The contention that Ger.
many as a “have-not” nation, as a people without space to
live (Lebensraum), must recover her lost empire or starve
to death, is shown up for what it is worth, devoid of foun-
dation, mainly by quotations of statements and statistics of
German origin,

The strategic and political reasons which made the
French and British nations so insistent that the German
claims and pretensions were neither admissible nor even
discussable are forcefully presented. They should be of
special interest to us, specially if ever we sit down at some
round table in the hope that we may use our influence in
reaching a settlement, no matter which of the present bel-
ligerents may be laying down the conditions to be imposed.

To anyone wanting the quintessence of the facts bearing
on this question, likely to be of such supreme importance to
the world and especially to this country, this book will be
of the greatest value. It is unqualifiedly recommended to
the intelligent reader.

W. C. B.

__Indications of Business Activity

THE. STATE OF TRADE—COMMERCIAL EPITOME
Friday Night, May 17, 1940.

Business activity continued to show gains. Car loadings

showed a new record high for the year and steel operations

gained 4 points, showing the largest weekly expansion in

some time. Electric output and petroleum runs. to stills
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also advanced. The stock market suffered a severe set--
back on Tuesday and again today, due to the extremely
grave news from abroad, latest advices stating that in some
areas of the battlefield the Allies have been badly routed
and the Germans are now within 100 miles of Paris. These
are indeed grave happenings and serious repercussions are
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expected throughout the world. All this is having a highly
disturbing effect in this country, and the air is filled with
uncertainty. There is every indication of a tremendous
drive to prepare the United States for eventualities should
the Allies be defeated. Purchases of war material of all
kinds, both for Allied and United States Government ac-
. count, are almost certain to increase enormously over the
next few months, unless the 'war ends shortly. These pros-
pects indicate that our already overspeeded machine indus-
try will be called upon for still greater expansion. »

Increased purchases of steel by the Allies in the United
States will be a sequel to German invasion of the Low
Countries, the “Iron Age” states in its mid-week review.
Great Britain, probably cut off from supplies of steel from
Belgium, upon which she depends to a considerable extent,
will look to this country to make up the deficiency, it is
pointed out. Inquiries for about 100,000 tons are being
quoted on, and others are expected to follow soon.
is inquiring for shell steel, of which a large quantity may
be bought as soon as complications arising from very rigid
specifications are straightened out, the review says. Great
Britain, meanwhile, is expected to hurry the placing of
additional shell orders and other munitions contracts that
have been under negotiation here, It is estimated that
about 4,500,000 tons of steel a year previously sold by Bel-
gium in world markets may be added to American sales,
which would approximately double the volume of recent
months. Domestic consumers of steel, although not rush-
ing into the market in the manner of last fall, when the
war started, have increased their orders in the last several
days for nearly all products. The “Iron Age” estimates
steel operations at 709% of capacity at mid-week, up 3%
points from a week ago. Still higher production within
the near future is forecast. Recent increases in steel
serap prices, it is pointed out, bring the composite for all
markets to $17.58. ,

Production by the electric light and power industry of
the United States for the week ended May 11 amounted to
2,387,566,000 kwh., an increase of 10% over the correspond-
ing period a year ago, according to figures released by the
Edison Electric Institute. Output for the latest reporting
week was 1,356,000 kwh. above the preceding week’s total
of 2,386,210,000. Compared with last year’s total of 2,170,
750,000 kwh., turnover the latest week gained 216,816,000

- kwh., or 10%.

Car loadings of revenue freight for the week ended May 11,
totaled 680,657 cars, a new high for this year, according to
reports filed by the railroads with the Association of American
Railroads and made public today. This was an increase of
15,147 cars from the preceding week this year; 126,013 more
than the corresponding week in 1939, and 138,849 cars over
the same period 2 years ago. This total was 105.49, of
average loadings for the corresponding week of the 10 pre-
ceding years. ;

The Association of American Railroads reported today that
88 class I railroads had estimated operating revenues of
$262,521,848 in April compared with $234,186,711 in April,
1939, and $370,924,278 in April, 1930. The Association said
the 88 reporting carriers represented 83 %, of total operating
revenues of all class I railroads. The railroads had freight
revenues of $216,309,559 in April compared with $185,680,-
740 in April, 1939, and $286,345,709 in April, 1930.

While bank clearings in 11 leading ecities of the United
States for the five days ended May 17 increased from the

previous week’s total, expansion was likewise notad when -

compared with the total volume for the corresponding week
of last year. Bauk debits for the latest reporting week,
dated May 8, according to the report by the Board of
Governors of the Federal Reserve System for 273 cities,
amounted to $7,823,000,000, against $7,354,000,000 for the
like 1939 week,. an increase of 6.4%. New York clearings
for the five days ended May 17 showed a substantial gain
over the same week in 1939, the increase being 11.9% and
the respective totals being $2,757,028,415 and $2,464,-
630,877. The turnover for 113 cities for the week ended
May 18 totaled $6,165,208,604 (figure estimated), or 129%
more than the $5,504,472,599 recorded a year ago.

Virtual elimination of various European export markets
last month and a slower movement of goods to Latin Ameri-
can countries brought about a $29;000,000 drop in exports
in Apnl.from the preceding month, the preliminary statisties
on foreign trade issued today show, with total exports
amounting to $315,371,000 as compared with $344,147,000
in March.

Ward’s automotive reports in its weekly survey of auto-
mobile activity estimated today that the week’s output
volume would total 99,030 cars and trucks against 98,480
last week and 80,145 this week a year ago. It added that
produetion appeared to be ‘‘embarked on a narrowly con-
tracting seasonal eourse downward.” Retail sales thus far
in May were reported ‘“well ahead of normal seasonal expee-
tations.” L

Business trends this _week were contrary to the movement
of stock and commodity prices, in many respects, Dun &
Bradstreet, Inc., reported today. Retail trade volume
moved up several notches, aided by general improvement in
weather. Factory operations expanded. Retailer’s order-
ing, which recently has been coniined chiefly to immediate
or near term needs, showed iittle appreciable change. The
reports of expanding retail volume came from all over the
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“from 53 degrees to 63 degrees.
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country. Automotive supply, household and garden items,
and sporting goods were particularly active. Wholesale
trading activity held unchanged on the average, as a goodly
flow of minor sized orders continued to support volume.

There were no spectacular features to the weather the past
week., 'Throughout most of the. country from the Great
Plains eastward warmer weather is needed quite generally,
Government observers state. Reports state that the spring
growing season is still unfavorably late. Some areas also
need rain to condition the top soil, principally in the eastern
Ohio Valley and the Southeast, but in general, the moisture
situation is fairly satisfactory and warm. Sunny weather is
now the pressing need throughout this area. Beneflclg.l
showers oceurred in numerous sections, prinecipally in
southern Kansas, most of Oklahoma, and in large areas of
Texas. However, the subsoil continues dry in many localities,
with continued soaking rains needed for replenishment. Out-
door work advanced rapidly during the week, with seasonal
seeding of staple crops advancing in practically all parts of
the country. In the New York City area the weather has
been very unsettled during the week, with temperatures un-
seasonably cool. .

Tair and cool weather obtained today, temperature ranged
Partial cloudiness tonight
and Saturday, foliowed on the latter day by warmer weather.
Continued cool tonight with lowest thermometer reading
for the city placed at 50 degrees and about 45 degrees for
the suburbs. !

Overnight at Boston it was 58 to 73 degrees; Baltimore,
52 to 63; Pittsbur% , 41 to 54; Portland, Me., 50 to 56;
Chicago, 46 to 49; Cincinnati, 45 to 58; Cleveland, 42 to 50;
Detroit, 43 to 47; Milwaukee, 43 to 46; Charleston, 60 to 82;
Savannah, 51 to 85; Dailas, 70 to 90; Kansas City, Mo., 53
to 76; Springfield, Ili., 45 to 67; Oklahoma City, 64 to 78;
Salt Lake City, 46 to 77, and Seattle, 44 to 68.

—_———

Colonel Ayres Hopeful for Business Future—Method
of Warfare Pursued in. Norway Held Likely to
Result in Orders for Mechanized Equipment

Prospects for an upturn in business activity are noted
by Colonel Leonard P. Ayres, Vice-President of the Cleve-
land Trust Co., writing in the trust company’s monthly
“Business Bulletin” for May. In addition to citing definite
indications of betterment already at hand, he said he be-
lieves that the mechanized warfare waged by the Germans

in Norway will result in increased orders for aircraft and
motorized land equipment in the United States. His re-
marks follow, in part: :

The decline that got under way last December has continued during the
first four months of this year, but the rate of decrease was much slowed
down in April. In recent weeks there have been some increases in new
orders for several classes of industrial goods. Still more important is the
fact that on the first day of May there were more blast furnaces pro-
ducing pig iron than there had been one month earlier, This is the first
jncrease since November. In the first quarter of this year 39 furnaces
went out of production.

These are hopeful indications, but they are not as yet oonclusive.
Railroad car loadings of miscellancous. freight, which mostly consist of
manufactured goods, have continued to decline, and the index, after adjust-
ments for typical seasonal changes, reached its lowest figures for this
year in the last week of April. Nevertheless, no important decreases in
the volumes of industrial production are now being recorded, and in some
important lines, such as the automotive industries, outputs are holding
up unexpectedly well, :

The campaign in Norway has conclusively demonstrated two things
about modern warfare which have a direct bearing on industrial prospects
in this country. One of them is that large numbers of airplanes of
varied types are mow completely essential in open field fighting. The
other is that field forces must be liberally supplied with motorized equip-
ment. It now seems wholly probable that increased orders for both air-
craft and land vehicles will be placed in this country. These prospects
indicate that our already over-speeded machine tool industry will be called
upon for still greater expansions. ’

Sinister developments in the European war operate to make most manu-
facturing firms follow policies of -maintaining the inventories of goods
and supplies which they hurriedly built up last autumn when hostilities
began. They fear price advances, and while some of these have developed
since the war became more active, and others are in prospect, they have
not as yet become either numerous or serious. The present situation is
that business activity is moving sideways at about the levels reached last
autumn, and signs indicate that an upturn may be developing.

————————

Revenue Freight Car Loadings for Week Ended May 11
Reach 680,657 Cars

Loading of revenue freight for the week ended May 11
totaled 680,657 cars, the Association of American Railroads
announced on May 16. This was an increase of 126,013 cars
or 22.79% above the corresporiding week in 1939 and an in-
crease of 138,849 cars or 25.6% above the same week in
19388. Loading of revenue freight for the week of May 11
was an increase of 15,147 cars or 2.3% above the preceding
week, The Association further reported:

Miscellaneous freight loading totaled 276,578 cars, an increase of 3,638
cars, above the preceding week, and an increase of 23,723 cars above the
corresponding week in 1939. 3 i

Loading of merchandise less than carload lot freight totaled 149,047
cars, a decrease of 859 cars below the preceding week, and a decrease of
3,121 cars below the corresponding week in 1939. "

Coal loading amounted to 118,382 cars, a decrease of 3,656 cars below
the preceding week, but an increase of 75,883 cars above the corresponding
week in 1Y39.
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Grain and grain products. loading totaled 82,226 cars, a decrease of
945 cars below the preceding week, and a decrease of 2,141 cars below the
corresponding . week in 1939. In the Western Districts alone, grain and
grain products loading for the week of May 11, totaled 19,217 cars, @
decrease of 1,463 cars below the preceding weék, and a decrease of 2,866
carg below the corresponding week in 1939.

Live stock loading amounted to 11,493 cars, a decrease of 1,680 cars
below the preceding week, and a decrease of 1,290 cars below the corre-
sponding week in 1939. In the Western Districts alone, loading of live
stock for the week of May 11, totaled 8,794 cars, a decrease of 1,271 cars
below the preceding week, and a decrease of 1,043 cars below : the corre-
sponding week in 1939. ! :

Forest products loading totaled 33,351 cars; an increase of 2,136 cars
above the preceding week, and an increase of 2,762 cars above the corre-
sponding week in 1939. e

Ore loading amounted to 51,572 cars, an increase of 16,090 cars above
the preceding week, and an-increase of 26,644 cars above the corresponding
week in 1939.

Coke loading amounted to 8,008 cars, an increase of 823 cars above the
preceding week, and an increase of 3,563 cars above the corresponding
week in 1939.

All districts reported increases compared with the corresponding week in
1939 except the Central West and all Districts reported increases compared
with the corresponding week in 1938.

1940 1939 1938
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REVENUE FREIGHT LOADED AND RECEIVED FROM CONNECTIONS
(Number of Cars)

Loaded on Own Lines
Weeks Ended—

May 11| May 4 |May 13
1940 | 1940 | 1939

18,029| 20,117
30,612
124,361

Chiocago Burlington & Quincy RR.
gll::cago zx%whst. Paul & Pac.Ry.
cago orth Western Ry....
Gulf Coast Lines......... Z. ane
International Great Northern RR)|
issourl-Kansas-Texas RR

New York Central Lines........
N. Y. Chicago & 8t. Louls Ry....
Norfolk & Western RY .. o....
Pennsylvania RR

5.140| “5137| 8,234
312,422/310,049/243,592/200,250]200,5761147,324

TOTAL LOADINGS AND RECEIPTS FROM CONNECTIONS
(Number of Cars)

2,555,415 2,288,730 2,256,717
2,486,863
3,122,556
2,494,369

665,510

680,657
12,005,370

The first 18 major railroads to report for the week ended
May 11, 1940, loaded a total of 312,422 cars of revenue
freight on their own lines, compared with 310,049 cars in
the preceding week and 243,592 cars in the 7 days ended
May 13, 1939. A comparative table follows: :

541,808
10,363,109

10,900,108

Weeks Ended—
May 4, 1940

May 11, 1940 May 13, 1939

23,721
29,408

Chicago Rock Island & Pacifie Ry ..
Illinois Central Bys\‘.em.----...{-
8t. Louls-San Franeisco

‘Total

28,344
12,462 11,967

65,691 63,261
In the following we undertake to show also the loadings
for separate roads and systems for the week ended May 4,

1940.  During this period 62 roads showed increases when
compared with the same week last year. ¢

S

59,949 ' |

REVENUE FREIGHT LOADED AND RECEIVED FROM CONNECTIONS (NUMBER OF CARS)—WEEK ENDED MAY 4

Total Loads Recetved
Jrom Connections

1939

Total Revenue
Fretght Loaded

1939

Raflroads

Total Revenue
Freight Loaded

1939

Total Loads Recetved

Rallroads Jrom Connectiens

1940

Eastern District—

Ann Arbor 531 882
4 s 1,473 241 253

7,035 9,891

&
Boston & Malne
Chicago Indlanapolis & Loulsv..
Central Indiana®....occucanaw 19

% 5,950
10,836
3

Delaware Lackawanna & West. ke

Detrolt & Mackinac..... veann
Detrols Toledo & Ironton......
Detrolt & Toledo SBhore Line...

Lehigh & Hudson River.......
Lehigh & New England..e...-
Lehigh Valley.eceewvccscnnan
Maine Contral. . coeeueeeeen

M

New York Central Lines......

N.Y.N. H. & Hartford.

New York Ontario & Western.
&8 uis.

‘Wabash
Wheeling & Lake Erle.eccee--

Total

143,653 | 131,449 159,028 | 126,481

Alleghany District—
Akron Canton & Youngstown®. 480 391 40 715
Baltimore & Ohlo. . -v.ocn...| 30,612 | 21,869 16,526
Bessemer & Lake Erie........| 2,508 1,033 1,755
Buffalo Creek & Gauley... 308
Cambria & Indiana...ccceea- 1,255
Centrn:nB.B. of New Jersey.... 6,953

Wi
Cumberland & Pennsylvania...
Ligonler Valley.

Long Island...

Penn-Reading Seashore Lines..
Pennsylva‘gh Bystem...... ons
sl "o

Unjon (Pitt8DUrgh)cecemcucecn |
Western Maryland..ceon--- -

6,226

575
12,593
824

Total 136,622 | 105,558 105,187

Pocahontas District— :
C ke & Ohio, 24,361
Norfolk & Western. cemvescan-| 20,450
Vir 4,097

48,908

6,925
5,753
872

11,455
4,672
1,386

Total 13,5650
Southern District—
Alabama Tennessee & Northern|
Atl. & W.P.—W.RR.of Ala..
Atlanta Birmingham & Coast...|
Atlantie Coast Line -
Central of Georgla |
Charleston & Western Carolina)

Mississippi Central...... : 231

Southern District—(Concl.)
Mobile & Ohio.
Nashville Chattanooga & St. L.
Norfolk Southern. ...vececeu--
Pledmont Northern..........
Richmond Fred. & Potomae. ...
geabglrd Alr Li

T by 6hntrd
‘Winston-S8alem Southbound...

Total

59,961

Northwestern District—
Chicago & North Western.......
Chicago Great Western.
Chicago Milw. 8t. P. & Paclfic
Chlcago 8t. P. Minn.& Omaha.
Duluth Missabe & I. R.

Elgin Jollet & Eastern......... 4,420
Ft. Dodge Des Molnes & South. 173
Great Northern....... 3,146
Green Bay & Western.. 455 574
Lake Buperior & Ishpe ) 64
Minneapolls & 8¢. Louls. .. 1,804
Minn. 8t. Paul & 8. 8, M 2,192
Northern Paolfio......... 3,941

Inter 328
Spokane Portland & Seattle...

1,340
Total 42,216

10,059
n 2,561
% 7,733
3,218

171

402

192
1,885
81,446

41,876

Central Western District—
Atch, Top. & Santa Fe System.
Alton
Bingham & Garfleld.....cea..
Chicago Burlington & Quincy..
Chicago & Illinols Midland....
Chicago Rock Island & Pacific..
gh'lmg &&E_s‘ster_l_l Illinols.....

n, 1,309
Denver & Rlo Grande Western. 2,991
Denver & Salt Lake e 12
Fort Worth & Denver City.... 880
Illinois Terminal.....veceana- 1,416
Missour-IIinoi8. cccoaua 3564
Nevada Northern....... 991 129
North Western Pacifio... 694 651 392
Peoria & Pekin Union.... 0
Bouthern Pacifle (Pacific).... 4,796
Toledo Peoria & Western.......| tlfi%

Unlon Pacific System....
(e e ——. 8
1,238
51,402

6,195
2,099

88
7,656
570
8,185
2,632

Western Pacifl
Total

Conennennannnns

102,488

Southwestern District—
Burlington-Rock Island....... 92
Fort 8Smith & Western._x. ..... 3-512
International-Great Northern.... 1,860
Kansas Oklahoms & Gulf..... 325

1,614
1,669

338

504

147

3,033
12,594
111
6,735
8t. Louls Southwestern 2,128
‘Texas & New Orleans. 6,434
Texas & Pacific. ... 4,208
Wichita Falls & South. 141 Zgi

46,202

43,897

Neote—Previous vear's figures revised. z Discontinued Jan, 24, 1939.
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Moody’s Commbdity Index Declines Sharply

Moody’s Daily Commodity Index closed at 157.2 this .

Friday, as compared with 166.6 a week ago. The outstanding
individual change was the deciine in wheat prices.. There
were also substantial net declines in cotton, hides and rubber,
and an advance in steel scrag).
The movement of the Iadex has been as follows:
Fri. May10.... ; 166.6 | Two weeks o.lia
I 2-166.8 Yearla:ﬁo. v asl') 17
162.1|1939 High—8ept.
Low—Aug. 1

“Annalist” Index of Wholesale Commodity Prices
Advanced 0.3 Point During Week Ended May 11

The “Annalist” announced May 13 that Germany’s in-
vasion of the Low Countries brought about an abrupt re-
versal in the commodity markets last week. The “Annalist”
index closed at 81.7 on May 11, a gain of three-tenths of a
point as compared with the previous week. The index is
more than four points above a year ago. It was further
reported : . /

As was to be expected, grains led last week’s rise, with wheat up more
than 2c. a bushel. Corn soared about 8c. to new highs for the year, aided
by favorable loan requirements. Rubber rose almost 25%, to reach the
highest level since last September. Copper prices were raised and tin
reached a new high for the year. S8ilk and wool advanced.

Cotton. declined to a new low for the year as traders saw the export
market for American fiber diminish with the spread of war. Livestock
prices were generally weak, with hogs declining to the lowest levels in
more than a month. Pork products were weak in sympathy.
“ANNALIST" WEEKLY INDEX OF WHOLESALE COMMODITY PRICES

(1926==100)

May 11, 1940| May 4, 1940 | May 13, 1930
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showed the same increase above last year’s low, which was
during the months of January through June, There were
fractional declines during the month in only two of the
major groups, although each one of the groups recorded an
advance above a year ago. Under date of May 13, the an-
nouncement went on to say:

It may be noted that despite nine consecutive gains in retail prices the
Fairchiid index still was below the 1937 high. The latest index shows a
decline of 3.9% below the 1937 high, However, it continues to be 5.86%
above the 1936 low. The index has failed to approximate the Jan. 8,
1931, base of 100, even though an increase of 88.8% above the 1933 low.
Current prices are still 21.6% below the 1929 levels.

An analysis of the trend of individual commodities shows that changes
were comparatively few during the month. The only commodities showing
changes include sheets, blankets, women’s hosiery, aprons and house-
dresses, furs, men’s clotting, and musical instruments. As compared with
a year ago, the greatest increases were recorded by silks, furs, furniture
and floor coverings. As compared with the 1937 high, the greatest de-
creases have been recorded by cotton piece goods, furs, and men’s clothing,
as well as sheets.

It is unlikely that there will be any important changes in retail prices
in the next few months, according to A. W. Zelomek, economist, under
whose supervision the index is compiled. The possibility of some sagging
has not been eliminated, .

THE FAIRCHILD PUBLICATIONS RETAIL PRICE INDEX
JAN, 3, 1931=100
Copyright 1940 Falirchild News Sevice

Feb. 1,
1940

92.3

Mar. 1,
1940

92.6
85.9

Composite index.
Plece goods
Men's apparel....ceecere-

1)
-
© 00
=00
@

i
-

Farm products..eencencesaccnccnes
Food products

‘Textile. products. cu... mm———

Fuels

“Annalist’’ Index of Business Activity Declined Slightly
in April

The “Annalist”” Index of Business Activity declined
slightly in April to 96.3 % of normal, according to the May 16
issue of the “Annalist.” 1t was still about 129, above the
level of the April, 1939, figure. The more important ad-
vances occurred in carloadings, cotton and silk consumption
and automobile production. Electric power output, .on
the other hand, showed the sharpest decline. Much smaller
losses were registered by the indices of iron and steel output
and lumber and zine production «
THE “ANNALIST" INDEX OF BUSINESS ACTIVITY AND COMPONENT

March, 1940 | February, 1940

Pl%j iron production. cceccaccann

Cotton consumption
Wool fon. .
Sllk on..
Rayon consumption.

IAio?t and shoe production....

Lumber prm'i’uot.lon
Cement producti
Mini

Combined index
# Subjeot to revision. x Revised.
THE COMBINED INDEX SINCE JANUARY, 1934

1939

x Revised.
———————

* Subject to revision.

Retail Prices Remain Unchanged for First Time Since -

July 1, 1939, According to Fairchild Publications
Retail Price Index
For the first time since July 1, 1939, retail prices have
remained unchanged for a month, according to the Fairchild
publications retail price index. April was the first month
since last June in which quotations developed no changes
and did not show an advance. Prices have been moving
steadily upward since Aug, 1, 1939. While they showed no
change during the month, they did show a gain of 4.29
above the corresponding period a year ago. They also
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Conference Board Reports Living Costs Up Slightly in
April

The cost of living of wage earners in the United States
rose 1% of 1% between March and April, largely because of
an increase in food prices, according to the regular monthly
survey made by the Division of Industrial Economics of the
Conference Board. Slight rises in rents and im the cost of
sundries also contributed to the advance. The Board on
May 12 further explained:

Food prices rose 1.4% between March and April, making them 2.2%
higher than in April, 1939; 80.8% above the low point of March, 1933,
but 22.4% lower than in April, 1929.

Rents were 0.1% higher in April than in March, 0.6% higher than
in the same month of last year, 38.83% higher than the January, 1934,
low point, but 5.9% below the April, 1929, level.

Clothing prices remained unchanged in April ; they were at 73.2% of the
1923 level, 1.49% higher than in April of last year, 20.6% above the
low point of 1933, but 25.9% below April, 1929, prices.

Coal prices declined 0.8% between March and April, making them 0.1%
lower than in the same period last year and 7.4% lower than in
April, 1929.

The cost, of sundries increased 0.195 during the month to a level 0.39%
higher than in the same month of the previous year, 7.5% higher than the
low point which occurred in June, 1933, and only 8.83% below the April,
1929, index. .

The purchasing value of the dollar was 116.4c. in April as compared
with 117.0c. in March, 117.6c. in April, 1939, 10L.0c. in April, 1929,
and 100.0c. in 1923.

Indezes of the Cost of |% of Inc. (+)
Living 1923—=100 or Dec. (—)
Jrom
March, | March, 1940
1940 |[to April, 1930

momiboDN

78
86
73
80
66
85
85
86
96

8
6
2
1
3
8
3
9
9
5

Weighted average of all items. .. 100 85.
Purchasing value of dollar 117.0

* Based on food price indexes of the United States Bureau of Labor Statistics for
April 16, 1940 and March 12, 1940,

x Based upon retail prices of 35 kilowatt hours of electricity, 1,000 cubic feet of.
natural gas, or 2,000 cubic feet of manufactrued gas.
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Bureau of Labor Statistics’ Index of Wholesale Com-
modity Prices Declined 0.6% During Week Ended
May 11 .

Marked declines in prices of farm products and foods
caused the Bureau of Labor Statistics’ index of wholesale
commodity prices to fall 0.6 % during the week ended May 11,
Commissioner Lubin reported on May 16. “The index
dipped to 78.4% of the 1926 average and offset the gain
recorded the latter part of April,” Mr. Lubip-said. he
Commissioner added:

In addition to the declines of nearly 3% for farm products, and over
1% for foods, minor decreases were registered for the hides and leather
product, metals and metal product, building material and miscellaneous
commodity groups. Textile products and fuel and lighting materials ad-
vanced while chemicals and allied products and housefurnishing goods
remained unchanged at last week's level.

The indexes for the raw material and semi-manufactured commodity
groups fell more than 14 % during the week. Lower prices for agricultural
commodities, coffee, hides and copra largely accounted for the decline in
the raw materials group and weakening prices for raw sugar, coconut oil,
industrial fabrics, pig lead, and castings were responsible for the decreases
in the semi-manufactured commodities group, The large groups of manu-
factured products, ‘‘all commodities other than farm products” and “‘all
commodities other than farm products and foods’ each decreased 0.1%.

The Labor Department’s announcement also had - the
following to say:

Sharp declines in prices for rye, wheat, cattle, hogs, cotton, apples,
lemons, fresh milk, flaxseed and wool brought the farm products group
index down 2.9% to the lowest level reached since mid-April. Quotations
were higher for barley, oats, calves, wethers, hops and ptanuts. Notwith-
standing the decline the farm products group index is nearly 2% above
the level of a month ago and 7% % above a year ago. Falling prices for
dairy products and meats resulted in a decline of 1.2% in the foods group
index. Prices were lower for milk, oatmeal, flour, dried fruits, mutton,
pork, veal, coffee, raw sugar, edible tallow and coconut oil. Higher prices
were reported for butter, cheese, corn meal, ham, cocoa beans, lard and
cottonseed oil. '

Pronounced decreases in hides and skins accounted for the minor decline
in the hides and eather products group. Shoes and leather prices advanced
fractionally. Following a period of steadily declining prices which began
early in the year, the textile products group index rose 1.1% to 72.3%
of the 1926 average. Raw silk and silk yarns rose sharply and print cloth,
sheeting, ticking and tire fabric declined.

Higher prices for anthracite and kerosene caused the fuel and lighting
materials group to advance slightly. Bituminous coal averaged lower.

The metals and metal products group index dropped 0.5% because of
declines in castings, pig lead and lead pipe. Prices were higher for scrap
steel, steel sheets and strips and pig tin. Average wholesale prices of
building materials fell 0.6% as a result of lower prices for yellow pine lath
and timbers, linseed oil, sewer pipe, sand and gravel. Quotations were
higher for brick, cement, lumber, yellow pine flooring, chinawood oil, rosin
and turpentine.

The index for the reyised group of chemicals and allied products (formerly
chemicals and drugs) did not change from last week’s level, 76.8% of the
1926 average.

In the miscellaneous commodities group, cattle feed dropped 2.9%.
Prices were lower also for cylinder oils. Crude rubber advanced 4.6%
and boxboard rose fractionally.

The following tables show (1) index numbers for the main groups of com-
modities for the past three weeks, for April 13, 1940 and May 13, 1939
and the percentage changes from a week ago, a month ago, and a year
ago; and (2) important percentage changes in subgroup indexes from May 4,
to May 11, 1940. :

(1926=100)

Percentage Changes to
Apr. May 11, 1940 from—

Commodliy Groups
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based on the 192628 average as 100. Last week’s decline
in the index took it to the lowest point reached since the
first week of April. The high point for the year was 78.5,
recorded early in January. The Association’s announce-
ment, under date of May 13, continued:

Lower prices for farm products and foodstuffs were responsible for last
week’s decline in the all-commodity index, with the average for all
other ‘commodities showing a small increase. The grain price average
was moderately higher but the effect of this in the farm product group
was more than offset by lower quotations for cotton and livestock. The
food price index, which has moved within a narrow range this year,
declined slightly last week. The textile average declined to a new low
point for the year, with lower prices for cotton textiles, yarns, and wool
more than counterbalancing a small rise in eilk quotations. A restoration
of steel prices to the level which prevailed prior to the recent cut was
primarily responsible for the upturn in the metal price index. - Other
changes last week included increases in the indexes representing the prices
of chemicals and drugs and miscellaneoys commodities and a decline in
the fertilizer material price index.

Thirty price series included in the index declined during the week and
21 advanced; in the preceding week there were 80 declines and 13 ad-
v;nces; in the second preceding week there were 27 declines and 24
advances,

WEEKLY WHOLESALE COMMODITY PRICE INDEX
Complled by the National Fertllizer Assoclatlon. (1926-28=100)

Peroent
Each Group
Bears to the
Tatal Index

25.3

Preced’g| Month

Group

Foods.
Fats and oll8. e cvevveaaan
Cottonseed ofl. ML

FArm products. .. .omommon
Cotton.

Grains

LivestoCKa s e caueccmancan
Fuels...... - -
Miscellaneous commodities. .
Textiles
Metals
Bullding materials.
Chemicals and drug:
Fertllizer materials....
Fertllizers. ........
Farm machinery...ceeeeepen
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All groups combined 77.2
—_——

April Chain Store Sales Hold Gains

Trade in the chain stores in April continued along at the
same rate of improvement set in previous months this year,
according to the current review by “Chain Store Age.”

The month’s index of sales as compiled by that publi-
cation, was 115 of the 1929-31 average for the month taken
as 100. This was unchanged from the preceding month.

Total business last month was less than the volume in
Mareh, but adjustment of the results for the Easter holiday
influence made the comparison with a year ago virtually
unchanged from March. The percentage gain in April over
the same month of 1939 was 4.559%,, the same as in March.

N l'lrhe index figures by sales groups in April compare as
ollows: y

Aprdl, 1939
101.3
114.3
138
120.2

April, 1940 , March, 1940

GroCery.ueemmcnenmcasnmnenn 108
Vorlety eeeursonnnacmoanes e 119
Drug

140
Shoe. [133

27

1940 May 4 |Apr. 13 May 13
1940 | 1940 | 1939

—0.6] +0.5| +2.6

+7.5

L
©
+
g
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+
»
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+
X
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‘Textile products

Fuel and lighting materials.
Metals and metal products. ..
Building materials.c.......
Chemicals & allled prod
Housefurnishing goods
Miscellaneous commodities._
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Semi-manufactured articles.
Manufactured products....
All commodities other than
farm products..... ememm
All commodities other than
farm products and foods..

* Correction. x Revised. a No comparable data.
IMPORTANT PERCENTAGE CHANGES IN SUBGROUP INDEXES
FROM MAY 4 TO MAY 11. 1940

Decreases (Concluded)
Hides and skins.
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Dalry products
Livestock and poultry.. Fertilizer materials_ .

Fruits and vegetables
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Wholesale Commodity Prices Declined Slightly During
Week Ended May 11, According to National Fer-
tilizer Association

- 'The general level of wholesale commodity prices was a

little lower last week, according to the price index compiled

by The National Fertilizer Association. This index in the
week ended May 11 was 77.2 compared with 77.3 in the
preceding week, 77.3 a month ago, and 72.6 a year ago,

o

Apparel,...ascaieccncasmmns 122 117.6
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Sales of 28 Chain Store Companies During April
Gain 2.649,

According to a compilation made by Merrill Lynch, E, A,
Pierce & Cassatt, 28 chain store companies, including two
mail order companies, reported an increase in sales of
2.549, for April, 1940, over April, 1939. Excluding the two
mail order companies, 26 other chain store companies re-
ported a decrease in sales of 1.35%.

Sales for the 28 companies showed an increase of 8.38%
for the four months of 1940 over the four months of 1939,
Excluding the two mail order companies, 26 other chains
reported an increase in sales of 6.53%.

Month of April
1940 1939

4 Months
1939

%% Inc. 1940

I%Inc.

$ $
7.92(263,425,694| 244,068,435
x8.93|253,440,755241,364,793
28,188,318| x2.10| 99,741,844| 93,080,992

7,652,1941 0.45| 31,644,705| 30,300,552
6,829 936| 8,058,928|x15.25| 22,607,189] 22,531,639
4,311,000| 3,460,000 24.6 | 13,405,000| 10,911,000

178,964,910|181,404,887| x1.35|684,165,087(642,257,411
2 Mall order cos..|102,227,994| 92,831,082| 10.12(331,086,707|294,458,598

28 Companies ....!281,192,904 274,235,969| 2.5411015251 7941936,716,009
x Decrease,

$
62,082,370
71,963,077

E)
@

$
67,002,278
65,639,087
27,696,010
7,686,599

5 Grocery chalns.
11 5 & 10c. chains.
4 Apparel chalns.
2 Drug chains...
3 Shoe chains. ...
1 Auto sup, chain
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April Department Store Sales Increased Slightly from
March Says Board of Governors of the Federal
Reserve System

The Board of Governors of the Federal Reserve System

announced May 11 that department store sales increased
slightly from March to April and the Board’s adjusted index
rose from 89 to 90. The index is shown below for the last
three months and for April, 1939:
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INDEX OF DEPARTMENT STORE SALES x
1923-25 Average=100

Apr., 1940|Mar., 1940| Feb., 1940 | Apr., 1939

Adjusted for seasonal variation. ... 90 89 89 - 88
Without ] adjustment 86 86 71 88

x Monthly indexes refer to dally average sales in calendar months; April, 1940
figures estimated from weekly data.

Sales in the four weeks ended May 4 were 4%, larger than
in the corresponding period last year and the total for the
first 18 weeks was 3% above a year ago, according to the
Board, which presented the following compilation:

Change from Corresponding Pertod a Year Ago (Per Cent) z
One Week Ending Four Weeks Ending

Apr.20|Apr.13|May - 4 Mar30 Mar. 2)Jan.27

+12

+11
+16
—9

Federal
‘Reserve

Districts Yearto

BOStON . e v memm —2
New York.. 41
Philadelphi. +13
Cleveland.. 0
Richmond ....
Atlanta. aeem.- +8
ChiCAg0 . umwmwme +§§
Minneapolis. ... -

Kansas City... -+2
Dalla8..eecran 0 +16
San Franclsco. 0

Mo

AR =D -
bRt |
CNNMPOOI = Im

4| bbb R
» 5]

+5 +3

r Revised. * Not shown separately, but included in United States totals.

z During March and April changes from a year ago reflect in part the fact that
Easter was on March 24 this year while in 1939 it was on April 9. On this account it
i8 estimated that in comparisons with last year allowance should be made for an
increase in March of about 4% and for a corresponding reduction for the month

of April as a whole.
—————

April Sales of Department Stores in New York Federal
Reserve District Declined 1.6%, Below Year Ago

Net sales of department stores in the Second (New York)
Federal Reserve District during April declined 1.6% below
a year ago, it was announced May 15 by the Tederal Re-
serve Bank of New York. The change in net sales from
February to April was an increase of 0.49% above the same
period last year. Stocks of merchandise on hand in de-
partment stores at the end of April were 2.3% above the
end of April, 1939.

The apparel stores in the New York Reserve District re-
ported a 3.6% loss in net sales in April as compared with
a year ago. Stock on hand at the end of April was 9.2%
below last year,

The following is the tabulation issued by the Bank:

DEPARTMENT STORE TRADE IN APRIL, 1940

Percentage Change from a Year Ago
Net Sales

February
to April

Locality ‘

i

|

L

New York and Brooklyn. ..eeeaaa. w e
Buffalo....
R

oo | banwhommNooR

Syracuse
gonhern New Jersey..
i t.

in | Mook oo RN

A+t
WRNOMNN

4+

‘Westchester and Stamford.....
Niagars Fallse ceuonneea woane

A WAL oy . A

+
-

WO | oo

All department 8t0res. e v wee-
Apparel stores. 2

26 Shopping days in April, 1940 (4 Saturdays).
25 Shopping days in April, 1939 (5 Saturdays).
INDEXES OF DEPARTMENT STORE SALES ADD STOCKS, SECOND
FEDERAL RESERVE DISTRICT
(1923-25 Average=—=100)

LL
|+

Mar., | April,
1940 1940

April, | Feb.,
1939 1940

Sales (average daily), unadjusted 6
Sales (average dally), seasonally adjusted. . 89
Stocks, unadjusted. 78
Stocks, seasonally adjusted

R —

Electric Output for Week Ended May 11, 1940, 10.0%,
- bove a Year Ago

The Edison Electric Institute, in its current weekly re-
port, estimated that production of electricity by the electric
light and power industry of the United States for the week
ended May 11, 1940, was 2,387,566,000 kwh. The. current
week’s output is 10.0% above the output of the correspond-
ing week of 1939, when production totaled 2,170,750,000 kwh.
The output for the week ended May 4, 1940, was estimated
to be 2,386,210,000 kwh., an increase of 10.39% over the
like week a year ago.

PERCENTAGE INCREASE FROM PREVIOUS YEAR

Week Ended
May 11, 1940

Week Ended | Week Ended | Week Ended
May 4, 1940 |April 27, 1940|April 20, 1940

8.1

Magjor Geographic
Regions

New England. . ......
Middle Atlantio......
Central Industrial....
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Total United States.
x Decrease.
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DATA FOR RECENT WEEKS (THOUSANDS OF KIIJOWA,TT-HOURB)

Change

1940 1932 1929

3
g3

1,519,679
1,538,452
1,537,747
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1,381,452 1,615,085
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Monthly Indexes of Board of Governors of Federal
Reserve System for April o
On May 16 the Board of Governors of the Federal Reserve
System issued its monthly business indexes of industrial pro-
duction, factory employment, &e. In another item in to-
day’s issue of the “Chronicle” we also give the customary
summary of business conditions in the United States issued
by the Board. The indexes follow:
BUSINESS INDEXES
(1923-1925 average=100)

Without

Adjusted for
Seasonal Adjustment

Seasonal Vartation
Apr.,

Apr., | Mar.,| Apr.,

Apr.,
1940

1940

Non-durable.
Minerals . ?
Cogsz{gctlgn‘ contracts, value—Total| 76

All Other. e e ce e -

Factory payrolls—Total. e cecmcunan
Durable goods
Non-durable goods

Fr:}tghvcar loadings—Total. e e eeucnn %

Department store sales, value. ... il 286
Department gtore stocks, Valu@......l” * .

* Data not yet avatlable. 2 Preliminary. 7 Revised.

Note—Production, carloadings and department store sales indexes based on dally -
averages. To convert durable and non-durable manufactures indexes to points in
total index of manufactures figures, shown in Federal Reserve Chart Book, multiply
durable by 0.463 and non-durable by 0.537,

Construction contract indexes based on three-month moving averages,
centered at second month, of F. 'W. Dodge data for 37 Eastern States.
To convert indexes to value figures, shown in Federal Reserve Chart Book,
multiply total by $410,269,000, residential by $184,137,000, and all other
by $226,132,000.

Employment index, without seasonal adjustment and payrolls index
compiled by Bureau of Labor Statistics.

INDUSTRIAL PRODUCTION
(1923-1925 average=—100)

Adjusted for

Without
Seasonal Variation | Seasonal Adjustment

Mar.,| Apr.,

Mar.,| Apr.,
1940 | 1939

1939

Apr.,

Apr.,
1940 1940

Manufactures

Durable Goods

Iron And stoel .l essencanserimnsion 80
ir Se 66

: 781
87
83

7109
96

Siik deliveries e
Slaughbtering and meat packing......
Hogs.

Cattle
Calves.

ugar Wk
Leather and products.eeeeee--

Cattle hide leathers...
Calf and kip leathers.
Goat and kid leathers....
P refining
G

Kerosent.ce.uaaeaa
Lubricating ofl....... —m—wwe -

Minerals

coal. ..
Anthracite_ ... [ i . 66
Petroleum, crude. 190 | 194
Zine. 115 115

* 98

* Data not yet available. 2 Preliminary. r Revised.
——

Bank Debits for Week Ended May 8, 1940, 6,4% Above
a Year Ago

Debits to deposit accounts (except interbank aecounts),
as reported by banks in leading cities for the week ended
May 8, aggregated $7,823,000,000. Total debits during the
13 weeks ended May 8 amounted to $108,847,000,000, or
6% above the total reported for the corresponding period a
year ago.
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These figures are as reported on May 13, 1940, by the
Boa.rd of Governors of the Federal Reserve System.

SUMMARY BY FEDERAL RESERVE DISTRICTS
(In Millions of Dollars)

13 Wecks Ended
May 8, May 10,
1940 1939

Week Ended
May 10,
1939

Federal Reserve District

B $5,856
ew York 7,152

Philadelphi

Cleveland. .....
Rich )

Dallas
Ban Francl

‘Total, 273 reporting centers..... $108,847
New York City *.____.____... Fid 43,250
140 Other leading centers®. 56,730
182 Other centers... 593 8,867

*® Centers for which bank debit figures are available back to 1919.

—ee

Summary of Business Conditions in United States by
Board of Governors of Federal Reserve System—
Industrial Activity Was Steady in April

The Board of Governors of the Federal Reserve System
announced May 17 that industrial aetivity was steady during
April after three months of sharp decline, and in the first
half of May increases appeared in some lines, particularly
steel. This was reported in the Board’s summary of general
business and financial eonditions in the United States, based
upon statisties for April and the first half of May. It was
also pointed out that prices of basic commodities showed
mixed changes toward the middle of May, accompanying
the extension of active warfare in Europe, while stock prices
declined sharply. The Board’s summary continued:

Production

The Board’s seasonally adjusted index of industrial production for the
month of April was 102, compared with 104 for March and 109 for February.
Steel ingot production was steady during April at slightly over 60% of
capacity as compared with an average rate of 64% in March; in the first
half of May output rose sharply and currently is scheduled at about 70%
of capacity. Automobile production in April continued at about the
March rate, although ordinarily there is an increase at this season, and
in early May declined somewhat. Retail sales of new cars approximated
production in April and dealers’ stocks of both new and used cars remained
at earlier high levels. Output, of plate glass, used largely by the automobile
industry, declined considerably in April, and lumber production showed
somewhat less than the usual seasonal increase. In the machinery, air-
craft and shipbuilding industries activity continued at the high rate of
other recent months.

In the textile industry activity at cotton and woolen mills declined some-
what further in April, following considerable reductions in March. At
silk mills activity remained at a low level, while rayon production was
maintained at a high rate. Output at meat-packing establishments con-
tinued in large volume. There was some further curtailment in shoe pro-
duction in April; in most other industries producing non-durable goods
changes in output were largely seasonal in character.

Coal production, which usually declines sharply in April, showed only
a small decrease this year. Output of crude petroleum, which had reached
record high levels in March, was largely maintained in April and the first
half of May, although stocks of crude oil were increasing and gasoline
stocks were unusually large.

Value of construction contract awards increased further in April, reflect-
ing principally a rise in contracts for private building, according to figures
of the F. W. Dodge Corp. Awards for private residential building were
in somewhat larger volume than a year ago. Private non-residential
building was about one-third greater than at this season last year and was
near the previous peak level reached in mid-1937. Awards for public
construction, however, were considerably below the level of last spring.

' Distribution

Distribution of commodities to consumers showed little change in April
and thefirst half of May. The Board's seasonally adjusted index of depart~
ment store sales was 90% of the 1923-1925 average in April, about the
level that has prevailed since the first of the year but below the peak of
96 reached last December. ;

Total freight-car loadings in April were in about the same volume as in
March. Shipments of coal declined less than seasonally, while loadings
of miscellaneous freight, which include most manufactured products,
showed less than the sharp rise that is customary at this season. In the
early part of May increases were reported in shipments of most classes of
freight.

$102,965

51,815
8,131

Foreign Trade

" 'Exports of United States merchandise, which have been at a high level
since last December, declined somewhat in April. A large part of the
decrease in April was accounted for by the complete cessation of ship-
ments to northern European countries after outbreak of hostilities there,
but declines were also reported in shipments to most other countries.
Exports to Canada, the Union of South Africa, and France, however, in-
increased. .

Shipments of commercial vehicles declined sharply, following a consider-
able rise in March, and exports of iron and steel products, which had
been increasing steadily since last summer, also showed a decline. Exports
of cotton and copper decreased further from earlier high levels, while
machinery and aircraft shipments continued in large volume.

During April, the monetary gold stock of the United States increased
by $337,000.000, the largest increase since August, 1939. Acquisitions of
gold in the first two weeks of May totaled $169,000,000.

Commodity Prices
Prices of a number of basic commodities, which had been declining after
arise in April, advanced from May 10 to May 14. Increases in this period
were particularly marked for imported materials, such as rubber, tin, and
silk. Grain prices rose at first but subsequently showed sharp declines.
Price changes for other commodities were mixed; steel scrap advanced,

while cotton declined considerably. Prices of certain steel products, which

hand been reduced early in April, were restored to earlier levels on May 1,
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and producers announced that steel purchased at the low prices must be
taken by the buyers on or before June 30.

Government Security Market
Prices of United States Government securities declined sharply from
May 10 to May 14, accompanying the further spread of war in Europe.
Prices of long,term Treasury bonds on May 14 were 3% points below the
high point reached on April 2. The yield on the 1960-65 23{ % bonds rose
from 2.26% on April 2 to 2.48% on May 14.
Bank Credit
Total loans and investments at reporting member banks in 101 leading
cities increased during the four weeks ending May 8. Most of this increase
was at New York City banks and reflected purchases of United States
Government obligations. Deposits and reserves of banks in leading cities
continued at record high levels.
—eeen

Report of Lumber Movement Week Ended May 4, 1940

Lumber production during the week ended May 4, 1940,
was 4% less than in the previous week ; shipments were 5%
greater; new business, 2% less, according to reports to the
National Lupmber Manufacturers Association from regional
associations covering the operations of representative hard-
wood and softwood mills. Shipments were 139 above pro-
duction ; new orders, 49, above production. Compared with
the corresponding week of 1939, production was. 0.1%
greater; shipments, 20% greater, and new business, 4%
greater. The industry stood at 67% of the seasonal weekly
average of 1929 production and 75% of average 1929 ship-
ments. The Association further reported:

Year-to-Date Comparisons )

Reported production for the 18 weeks of 1940 to date was 109 - above
corresponding wecks of 1939 ; shipments were 79 above the’ shipments,
and new orders were 8% above the orders of the 1939 period. For the 18
weeks of 1940 to date, new business was 7% above production, and ship-
ments were 6% above production.

Supply and Demand Comparisons :

The ratio of unfilled orders to gross stocks was 21% on May 4, 1940,
compared with 17% a year ago. Unfilled orders were 219 heavier than a
year ago; gross stocks were 2% Iless.

Softwoods and Hardwoods

During the weck ended May 4, 1940, 507 mills produced 226,857,000 feet
of softwoods and hardwoods combined; shipped 255,722,000 feet; booked
orders of 235,877,000 feet. Revised figures for the preceding week were:
Mills, 515; production, 236,073,000 feet; shipments, 244,557,000 feet;
orders, 240,558,000 feet,

Lumber orders reported for the week ended May 4, 1940, by 417 softwood
mills totaled 225,891,000 feet, or 49 ahove the production of the same
mills. Shipments as reported for the same week were 244,017,000 feet,
or 12% =2bove production, Production was 217,131,000 feet. Reports
from 109 hardwood mills give new business as 10,486,000 feet, or 8%
above production. Shipments as reported for the same week were 11,705,000
feet, or 209 above production. Production was 9,726,000 fect.

Identical Mill Comparisons

Production during week ended May 4, 1940, of 394 identical softwood
mills was 214,018,000 feet, and a year ago it was 214,928,000 fect; ship+
ments  were, respectively, 240,796,000 feet and 200,369,000 feet, and
orders received, 221,906,000 feet and 213,025,000 feet, In the case of
hardwoods, 89 identical mills reported production this year and a year.ago,
7,799,000 feet and 6,500,000 fect; shipments, 9,585,000 feet and 8,814,000
feet, and orders, 8,989,000 feet and 8,487,000 feet.

————s
Weekly Statistics of Paperboard Industry

We give herewith latest figures received by us from the
National Paperboard Association, Chicago, Ill., in relation
to activity in the paperboard industry.

The members of this Association represent 93% of the

. total industry, and its program includes a statement each

week from each member of the orders and production, and
also a figure which indicates the activity of the mill based
on the time operated. . Thesge figures are advanced to equal
100%, so that they represent the total industry.
STATISTICAL REPORTS—ORDERS, PRODUCTION, MILL ACTIVITY

Orders Unfilled
Orders

Tons
196,174

) Percent of Activity
Production
Tons

105,945
120,791

204,812
210,488

—_—

Canadian Newsprint Qutput and Shipments for April
Show Wide Gains Over Year Ago

Production and shipments of Canadian newsprint showed
for April substantial gains over the preceding month and
over a year ago, according to figures issued by the I}Iews-
print Association of Canada. Concerning these statls_tics,
the Montreal “Gazette” of May 13 reported the following:

At 268,947 tons, output was 21.8% over a year ago and the heaviest
since last November,  this production involving 73.4% operations. At
267,134 tons shipments exceeded a year ago by 24.795, were likewise the
heaviest rince last November and represented 72.99% of capacity against
64.2% in March, 61.5% a year ago. Shipments to the United States

136,203
130,202
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rose 11.1% over 1939, to Overseas 164.7%, while domestic shipments fell
by 8.5%. As production exceeded shipments by 1,813 tons, mill stocks
increased accordingly. .

For April, United Statees production was up 11.4%, shipments 10.5%,
while Newfoundland shipments rose by 70.5% to 28,161 tons, the Over-
seas portion at 20,621 tons being the heaviest gince last September,

For the four months ended April, Canadian production at 1,003,081
tons showed an increase of 18.0%, shipments an increase of 20% at
958,033, indicating an excess of production of 45,048 tons, Cumulative
figures for the three countries for the four-month period show output at
1,448,821 tons, up 17.6%, shipments at 1,395,471 tons, up 20%, the
period’s increase in mill stocks being 53,350 tons.

SR S——

Petroleum and Its Products—Industry Awaiting Su-
preme Court Decision on East Texas Proration
Order, Fearful Adverse Opinion Will Double Out-
put in Area—Crude 0il Output Up 146,400 Barrels
Daily in May 11 Week—World Output in March
Sets New Record—Sinclair Orders 10 Tankers at
Cost of $25,000,000

One intanblible item stood out boldy in the petroleum
industry - this week—the pending United States Supreme
Court decision on an attack of the East Texas proration
order. In this action ths State of Texas is appealing from a
Federal Court decision in a suit brought by the Rowan &
Nichols Oil Co. of Fort Worth.

Basis of the suit is an attack on the State’s marginal well
law, which the Attorney General has interpreted to mean
that no well in Texas may be cut below a daily allowable of
20 barrels-of oil. In the event that the highest court ac-
quiesces to the company’s petition that the allowable for
the East Texas wells should include an acreage factor without
declaring the marginal well law invalid, trade opinion holds
that output in the field might be doubled.

The tribunat’s decision is important, since there will be a
state-wide proration hearing on May 20 in Fort Worth for
the purpose of taking evidence on which to base the allowable
production for the State during June. With the situation
the way it is, oil men in the Lone Star State are not opti-
mistic that the prediction of a 15 eent a barrel boost in crude
oil—made recently by Col. Ernest O. Thompson, Texas
Railroad Commissioner—is in early prospect.

At the annual stockholders’ meeting of the Consolidated
0il Corp. on May 15, Harry F. Sinelair, ehairman of the
executive committee, discussed the agreement made by the
company with the Mexican government for compensation
for the company’s properties in Mexico. He said that a
gurcha,se agreement had also been made involving 20,000,000

arrels of oil to be taken over a five year period, the first

shipload of which is on its way from Mexico.

Tor the four companies in Mexieo sold, Mr. Sinclair said
he did not consider that the amount involved is as much as
the properties are worth “if we owned them or if we operated
. them.” The sum of $8,500,000 is to be paid by the Mexican
government for the properties, he disclosed, of which $3,-
000,000 is to be paid this year. !

Produection of erude oil throughout the country for the week
ended May 11, according to the American Petroleum In-
stitute, rose 146,400 barrels daily to a total of 3,825,450
barrels. 'This was an indicated excess of more than 220,000
barrels over estimated requirements forecast by the Bureau
of Mines. Texas boosted output 89,600 barrels daily to
1,457,400 barrels, or approximately 111,000 barrels above the
Government bureau’s recommendation. The outurn in
California was 629,100 barrels, an increase of 34,000 barrels

in the week. Oklahoma and Kansas were the only leading -

States to stay within the bureau’s recommendation, and as a
matter of fact, were below it. : :

The Senate Mines and Mining Committee on May 16
reported favorably the resolution by Senator Gerald Nye
requesting the Attorney-General to institute legal proceed-
ings of claiming title for the Federal Goverment to ail suo-
merged lands off the coasts of the United States. It stipu-
lates that no proceedings shall be brought under the right
of eminent domain, and teaves the disposition of oil or other
deposits to be determined after the Government’s title has
been tested. The States of California and Texas are ex-
pected to fight the measurs if it ever reaches the Senate floor.

Crude oil output throughout the world in March advanced

to a new peak, according to figures compiled by “World
Petroleum’” - from governmental sources.  Production for
that month was placed at 188,531,832 barrels, an expansion
of 17,254,579 barrels over the preceding month and 15,372,-
675 barrels ahead of March a year ago. The former peak
was 186,465,203 barrels in October, 1939.
. United States flow hit a new peak of 120,075,000 barrels
in March, which was 11,000,000 above February and
approximately 14,000,000 greater than a year ago. Soviet
Russia produced 18,454,796 barrels, or 1,200,000 above
February and Venezuela with 17,966,102 barrels had a
gain of 2,686,000 barrels over February. Significantly,
Rumania lifted its March total to 3,870,350 barrels, the
highest of any month since last August, or just before the
outbreak of the European war.

The Sinclair Refining Co. this week awarded contracts for
10 high-speed tanker vessels aggregating more than 130,000
deadweight tons and costing “approximately $25,000,000.
Harry F. Sinclair, chairman of the Consolidated Oil Corp.,
parent organization, stated that the company has in mind
not only its coastwise requirements, but provision for
transporting Venezuelan, Mexican ard other foreign oil.
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Stocks of domesticTandfforeign crude petroleum at the
close of the week ended May 4 aggregated 258,210,000
barrels, an increase of 1,540,000 barrels over the preceding
week, according to the Bureau of Mines. Stocks of domestic
crude were up g,SQ%,WO barrels, while foreign holdings
dropped 53,000 barrels. ) ]

(gfﬁie oil production in Texas since the latest proration
order of May 1 has averaged 1,416,561 barrels, according
to the Railroad Commission. This is 4,815 barrels daily
under the Commission’s ealeulation and 15,507 barrels daily
above the estimate of the Bureau of Mines.

United States well completions last week numbered 7569,
against 562 the preceding week and 469 a year ago, according
to the “Oil and Gas Journal.” = Of these, 408 were oil wells,
29 gas wells, and 132 dry holes. For the year to May}ll
completions totaled 10,106, compared with 8,762 in the
similar 1939 period. ‘

Prices of Typical Crude per Barrel at Wells
(All gravities where A. P. I. degrees are not shown)
Eldoraro, Ark., 40- oo ooeoermmn- $1.03
02 | Rusk, Texas, 40 and over-........ 1.10
Darst Creek 1.03

estern K KY.. .90 | Michigan rude. e oueeeeeenen .76-1.03
Mid-Cont't, Okla., 40 and above.. %gg %ﬁmby%‘:ﬁf“s—daﬁ-&a-” i
Rodessa, ATk, A0 e e e-=~" 173 | Kettioman Fil, 39 and over..._. 1.38
REFINED PRODUCTS—WAR SITUATION SEEN GIVING BOOST

TO EXPORT TRADE—RUMORS PERSIST OF SHIPMENT OF
500,000 BARRELS OF GASOLINE—REFINERY OPERATIONS
AGAIN RISE IN WEEKE}NTEREST SPURRED IN BUNKER C
OIL ‘

One of the geart disappointments of the petroleum in-
dustry has been the failure of America to expand its ship-
ments of petrolsum products as a result of the war abroad.
As a matter of fact, shipments of gasoline during the first
quarter were reported to be running around 40% under the
comparative period a year ago. Hopes rose this week that
there would be a reversal of the performance so far as a more
serious prosecution of the conflict developed.

Reports persisted, and remained undenied, that apdproxi-
mately 500,000 barrels of gasoline were recently cleared from
New York for shipment to foreign powers. In addition,
there were rumors that additional inquiries were made. The
more intensive warfare abroad, together with the rerouting
or ships, is said to have created an eager demand in the
United States for gasoline, aviation gasoline and fuel oil.

A threat to profits currently being earned by major oil
comparies from tneir pipeline and barge line activities de-
veloped this week when westéern railroads proposed a 25 to
559, cut in rates charged on petroleum products moving
from mid-continent fields to points in western trunk iine
territory. The carriers’ propoasal is for a tlat reduction?of
15 cents per 100 pounds on gasoline, which is almost a one
cent a galion reduction in the transportation cost.

The move represents an attempt by the railroads to
improve their position against inroads of pipelines and in-
land waterway carriers. The abrupt shift is indicated by the
fact that in the period from 1930 fo 1937 interstate gasoline
pipelines built up their revenues from $700,696 to $24,500,-
399, A further increase took place in the last two years.
Moreover, barge lines are becoming iacreasingly ‘important
in the situation, moving petroleum products up the rivers
to marine terminals trom which they are reshipped by truck
to consuming channels.

Another thought on the matter is that a near parity on
rail shipments with pipeline rates is expected to improve the
competitive position of the independent reriners in the mid-
continent field.

On May 16 hearin

were concluded before the House
Fisheries sub-committee on recent
increases in oil tanker rates from the Gulf Coast to the East.
Representative Edward Hart, Democrat of New Jersey,
Chairman of the sub-committee, stated the group will meet
shortly to consider future plans. A report to the full
committee, he said, will be submitted in a week or 10 days.

The possibilities of the international situation served to
take some of the sting out of the report of the American
Petroleum Iustitute for the week ended May 11. This re-

ort revealed that the industry ran to stills, on ajBureau of
Mines’ basis 3,620,000 barrels of erude oil daily, anewfpeak
and 115,000 barrels above the preceding week. Refinery
operations were at 85.8% up 2.2.

Withdrawals from gasoline inventories aggregated 746,000
barrels in the May 11 week, the heaviest since the opening
of the present season of heavy consumption. However,
tne first six weeks of the season show a draft of only 53,000
barrels, against 719,000 barrels in the similar period a year
ago.

Production of gasoline in the period amounted to 11,401,-
000 barrels, an expansion of 31,000 barrels over the May 4
tigure. However, there was a drop of 746,000 barrels in
stoeks of finished and uufinished gasoline and an increase of
743,000 barrels in gas oil and distillate stocks. Residual fuel
oil stocks rose 436,000 barrels.

On May 13 the Standard Oil Co. of New York, marketing
subsidiary of tne Socony-Vacuum Oii Co., Inec., put into
effect the new schedule of domestic fuel oil prices, which were
2 points under those prevailing the week before.

ased on reports from 50 represesntative cities to the
American Petrolaum Institute the retail price ot gasoline on
May 1 averaged 12.91 ceats a gallon, the lowest figure since
Jan. 1, 1935. This compared with 13.17 cents on April 1,
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1940 and 13.16 cents on May 1, 1939.. The price to the
consumer at the start of the current month, including taxes,
averaged 18.33 cents, contrasted with 18.59 the month
before and 18.66 cents a year ago.

A reduction of 1 cent a gallon in gasoline prices throughout
Texas by the Guli Reining Co, was reported. The new
retail price for premium gasoline is now posted at 18 cents a
gallon, while regular grade gasoline is at 16 cents. . Third
grade gasoline remained unchanged at 14 cents.

Intensilication of the European war has increased the
shortage of tanker tonnage engaged in coastwise trade, ac-
cording to expressions heard this week. Consequently, the
possibility appears remote that tanker rates will be reduced
any time in the near future.

Meanwhile, there was a growing c&pinion in certain quarters
that fuel oil prices will be boosted, in some form or other.
Dealers said that possibly six-months contracts for supply
will be issued instead of the present yearly commitments.

. Gasoline, Service Station, Tax Included
z New York........$.17 | Newark Buffalo.eeecaccnas$.17
Z Brooklyn. .. .17 | Boston Chi A7
z Not including 2% city sales tax,

New York— New York Other Citfes—
8td.Oll N.J.$.0614-.07 Texas. - ...$.07%4-.08 |Chicago.....$.05
Bocony-Vae. .0614-,07 Gull... ... .08{-.08% | New Orleans. .
T. Wat. Ol .081{-.08% | ghell East'n .0734-.08 |Gult ports... 0534
RichOil(Cal) .083£-.08 % Tulsa.. 047%4-.06%
Warner-Qu. .07%4-.08

Kerosene, 41-43 Water White, Tank Car, F.0.B. Refinery
New York INorth Texas.......$.04 | New Orleans.$.053{-.05%4
(Bayonne)........$ .08| Los Angeles.. .03%-.05 |Tulsa.. - 04 -04Y%
Fuel Oil, F.0.B. Refinery or Terminal

California, 24 plus D New Orleans C 1.00
50 $1.00-1.25| Phila., Bunker C.... 1.50

N. Y. (Harbor)—
/Bunkder C.....__$1.
Dieseleweun.. 2.10-2.20

Gas Oil, F.0.B. Refinery or Terminal

Chlcago— Iruma..--....s.ozu-.oa
2830 D........8.053

RN SR A
Daily Average Crude Oil Production for Week Ended
May 11, 1940, Rises 146,400 Barrels

N. Bayonne)—
27 pluS. ccecee...$.04

The American Petroleum Institute estimates that the

daily average gross crude production for the week ended
May 11, 1940, was 3,825,450 barrels. This was a gain
of 146,400 barrels from the output of the previous week, and
the current week’s figures were above the 3,601,000 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 May. Daily average produc-
tion for the four weeks ended May 11, 1940, is estimated
at 3,802,100 barrels. The daily average output for the
week ended May 13, 1939, totaled 3,402,500 barrels. Fur-
ther details, as reported by the Institute, follows:

Imports of petroleum for domestic use and receipts in bond at principal
United States ports for the week ended May 11 totaled 1,462,000 barrels,
a daily average of 208,857 barrels, compared with a daily average of
233,429 barrels for the week ended May 4, and 212,000 barrels daily for
the four weeks ended May 11. These  figures include all oil imported,
whether bonded or for domestic use, but it is impossible to make the
separation in weekly statistics,

There were no receipts of California oil at either Atlantic or Gulf
Coast ports during the week ended May 11.

Reports received from refining companies owning 85.19% of the 4,456,000-
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, 8,620,000 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, 101,317,000 barrels of finished and
unfinished gasoline. The total amount of gasoline produced by all com-
panies is estimated to have been 11,401,000 barrels during the week,

DAILY AVERAGE CRUDE OIL PRODUCTION
(Figures in Barrels)

Four
Weeks
Ended

May 11,

1940

a
B.of M.
Calcu~
lated
Require-
ments
(May)

Week
Ended
May 13,
1939

State
Allow-
able

408,100
158,100

407,900

453,150
152,600

Oklahoms. ..eveee..| 408,100
Kansas. 176,250

s 158,100
.- Nebraska PIELEES
P;nhan’lgle Texas....

248,050
246,850

c1419 563|1,457,400

69,750
227,900

297,650
70,150
b7,400

439,150

b11,100

225,350
+17,200 208,950

+89,600(1,462,850/1,269,000

+250( 69,500 76,150
+3,400] 222,500| 193,450

+3.,650| 292,000 269,600
+1,050| 69,800
—400

7,2
417,600 433,000
+1,500 9,950
98,850,
62,200
68,700
17,500

Coastal Louisiana...
Total Louisiana.. .
Arkanaas-..-..-....

264,500( 293,080

70,147

Colorado. « ccemerenn 3,500
New Mexi00......-.| 103,900

Total east of Calif.|3,008,400
Califor:

3,850 :
109,600/ - 110,700
3,196,350 +112,400(3,195,650|2,782,100
92,600|d 592,000/ 629,100 +34,000/ 606,450 620,400

Total United States'3,601,000 3,825,450! 146,400 3,802.100'3,402.500

a These are Bureau of Mines’ calculations of the requirements of domestie crude
oll based upon certain premises outlined in its detalled forecast for the month of May.
As requirements may be supplied either from stocks, or from new production, con-~
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templated withdrawals trom erude oll inventories must be deducted from the Bureau's
estimated requirements to determine the amount of new crude to be produced.

b Oklahoma, Kansas, )
78 m Moy 8, a8, Nebraska, Mississipp!, Indlana figures are for week ended

i € This 18 the net basie allowable as of the first of May. Past experlencé indicates
1; will increase as new wells are completed and if any upward revisions are made. It
cludes a net figure of approximately 378,387 for East Texas after deductions for 14
shutdown days, namely, May 1, 4, 5, 8, 11, 12, 15, 18, 19, 22, 25, 26, 29 and 31.
For all other areas a shutdown was ordered for May 1 only.
;iv Recommendatlon of Central Committee of California Oll Producers.
ote—The figures Indicated above do not include any estimate of any oll which
might have been surreptitiously produced. s Y
CRUDE RUNS TO STILLS AND PRODUCTION OF GASOLINE, WEEK
ENDED MAY 11, 1940

(Figures in thousands of barrels of 42 gallons each)

Dadly Refining
Capacity

Crude Runs
to Stils

Datly
Average

Gasoline
Production
t Refineries
Inc. Natural
" Blended

1,270
411
2,194

z999

Percent
Reporting|

Percent
Operated

Appalachian e
Indlana, Illinols, Kentucky.
Oklaboma, Kansas, Missouri
Inland Texas. .
Texas Gulf_._. .
Louisiana Gulf
North Louisiana & Arkansas
Rocky Mountain

Calif,

Reported
E

9,919
1,482

d unreported
* Estimated total U. 8.:

May 11, 1940.
May ' 4, 1940 “ 3,50! 11,370

* U.8.B.of M. May 11, '39 x3,412 ¥11,205

* Estimated Bureau of Mines’ basis. x May, 1939 daily average. y This is a week's
production based on the U. S. Bureau of Mines May, 1939 dally average. z 12%
reporting capacity did not report gasoline production,

STOCKS OF FINISHED AND UNFINISHED GASOLINE AND GAS AND
FUEL OIL, WEEK ENDED MAY 11, 1940
(Figures in thousands of Barrels of 42 Gallons Each)

11,401

Stocks of Finished &
Unfinished Gasoline

Total
Finished

and
Unfin'd

Stocks of Gas O1l
and Distillates

At Terms.
in Transiy
and in

Stocks of Restdual
. Fud od

At Terms.,
Total

At
Finished Refinertes

Pipe Lines Pipe Lines
5,106

4,016
116 waed

243 51
31 Shod
436
Louisiana Gulf..... 7 733 29
No. La. & Arkansas 52i 9
Rocky Mountain. . 1,579 1,661 605
Callfornla. ........| 16,718 | 18,175 2,034 | 55,023

Reported 87,782 94,252 6,914 72,319
Estd. unreported. . 6,965 7,065 720 535 1,970

* Estd. total U, 8.:
May 11, 1940. ...
May 4,1940....

U. 8. B. of Mines
*May 11, 1939.__1 80,459 86,349
* Estimated Bureau of Mines' basis,
0" e
Crude Petroleum and Petroleum Products, March, 1940

Allrecords for crude oil production were smashed in March,
1940, when the daily average production was 3,873,400
barrels, according to the Bureau of Mines, United ‘States

Department of the Interior. This was 126,200 barrels above
the average in February and 429,300 barrels (12.5%) above
the average of March, 1939. The Bureau’s report further
disclosed:

Virtually all of the gain in output in March was recorded in two States
Texas and Illinois. In Texas, the Panhandle and East Texas showed little
change, but the other districts recorded material gains. Production in
Illinois reached a new peak of 438,100 barrels daily, 33,700 barrels above the
previous peak in February. Oklahoma, Louisiana, and Kansas showed
small gains, but these were offset by a decrease in California.

Daily average crude runs to stills increased from 3,509,000 barrels in
February to 3,551,000 barrels in March and exports picked up somewhat
but this did not take care of the large increment in production so the rate of
accumulation for crude oil stocks again increased. A gain of about 6,700,000
barrels in crude oil stocks in March brought the total for refinable grades to
251,120,000 on March 31.

.

22,658
3,614

359
244

23,727
29,486
210

94,747
95,659

101,317
102,063

19,103

7,449
18,360

7,298

74,289
74,166

29,696
28,877

19,596 7,351 | 80,052 | 29,915

Refined Producls

Although the peak demand for distillate fuel oil had passed, the yield of
gasoline declined from 42.4% in February to the unusually low average of
42.2% in March. At the same time, the yield of light fuel oil decreased
materially (from 16.0% in February to 14.8% in March), that of residual
fuel oil showed little change, but nearly all the minor products gained.
These changes indicate the difficult situation brought on by excessive runs
to stills and unbalanced yields in prior months.

The demand figures for motor fuel for March were not particularly
encouraging, even though the domestic demand of 44,607,000 barrels was
5% above a year ago. Exports (2,265,000 barrels) were barely more than
half what they were in March, 1939, hence the total demand showed
practically no change. Gasoline stocks continued to rise to record levels;
finished stocks were up about 3,700,000 barrels, unfinished another 700,000
barrels, making the total 103,710,000 barrels on March 31.

The domestic demand for the various classes of fuel oil, including kerosene,
continued to run well ahead of last year—kerosene was up 21%, gas oil and
distillate fuel oil 18%, and residual fuel oil 9% .

According to the Bureau of Labor Statistics, the price index for petroleum
products in March, 1940 was 50.4, compared with 50.9 in February, 1940,
and 50.9 in March, 1939.

The crude oil capacity represented by the data in this report was 4,370,000
barrels, hence the operating ratio was 81%, compared with 81% in February
and 77% in March, 1939. y
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SUPPLY AND DEMAND OF ALL OILS i . ESTIMATED UNITED STATES PRODUCTION OF BOFT COAL
(Thousands of Barrels) (In Thousands of Net Tons)

Jan. to | Jan. to k Ended ‘alendar Year to Date

March, | Feb., | March, | March | March s E ’ e
1940 1940 1939 1940 1939 May 4,Apr. 271 May 6,

1940 | 1940b | 193 1940 | 1939 I 1929

New Supply—
Domestic production: Bituminous Coal a—
B rado DoLPOleU » onneennmennnn-| 120,075| 108,668/ 106,768 341,883 302,733 Total. tmeluding mine fuel 8,035 7,883| 2,753|157,413(117,702|185,544
Dally BVErage. .o meemn- oo| Tas73|  8.747] 3,444 Dally average ol 1330l 173141 459l 1484 1,107] 1,734

tural gasoling . - - - -on- 4480 4179| 4232 12,939
Bo 8 3 a Includes for purposes of historical comparison and statistical convenience the

Benzola & 237 231 192 740 b4’
124,801 113,078| 111.192| 355,662 production of lignite. b Revised. c Sum of 18 full weeks ended May 4, 1940, and

Total production...
Dally AVerageorameeex weee--| 4,026/ 3,899 3,687 corresponding 18 weeks of 1939 and 1929.

I.mggur(: ';:eeroleum: { ESTIMATED PRODUCTION OF PENNSYLVAN. IA ANTHRACITE AND
In bond...... cemwa - i 226 286 BEEHIVE COKE
For domestic U8€.cuuuns 2,343 1,404 6,902 - (In Net Tons)

Refined products:
I 1,570
659
115,051
3,711 May 4,
1040 | 1940
10,797 el,696| 19,073| - e3,814 ®

Penn. Anthracite

Total, incl. colllery
121,997| 107,105 116,747| 355,821| 330,140 1,028,000| 877,000(1,477,000(17,276,000 19,444,000|25,712,000
6

3,935 3,693 3,76 3.910| 3,668 - _ Dally average..| 171,300 146,200 246,200 163,800| 184,300 243,700

Comin’l prod’'t'n_b| 977,000 833,000/1,403,000 16,414,000|18,472,000|23,861,000

4,046| 3,327| 4,966/ 11,675| 14,253 Beehive Coke—

17.583| 5765 10,849| 20,074| 26,678  United States total]  26,400{ 20,500 2,2000 648,900/ 239,000/ 2,171,300

37557 42,520 O Dally average.. 4,400 3,417 367 6,008 2,213 20,105

6,263 5'301 133'??3 It a Includes washery and dredge coal, and coal shipped by truck from authorize@
! operations, b Excludes colllery fuel. ¢ Adjusted to make comparable the number

17.930| 13.923| 57,211
28,436 89,845 82,468 working days in the three years.

10971 Bg00- Saed ESTIMATED WEEKLY PRODUCTION OF COAL, BY STATES

646| 1,917 (The current weekly estimates are based on raflroad carloadings and river ship-
1,269| 3,007 ments and are subject to revision on receipt of monthly tonnage reports from dis-
228 11 81 trict and State sources or of final annual returns from the operators.)
5»35;5 16,907 28 (In Thousands of Net Tons)

1
/08868 w w e mmmmammemmmmmamm 1,086 6,060, 2,507

Total domestic demand ... 110,368 100,932| 324,172| 289,209
Dally average. ... = 3,560 3,380 3,256 3,562 3,213 ‘ Apr.2T\Apr. 20, Apr. 29 Apr. 30

Week Ended Calendar Year to Date

Aprtl 27,1 May 6,
| 1939 1940 1939¢ 1929¢

Week Ended—

1940 | 1940 1939 | 1938

Stocks— 1
Crude petroleum: Alaska 1 3 2

Refinable in United States....-- 251,120 276,355 251,120| 276,355 lab 207 211

Heavy in Californif . .ccceeecen- 13,486 15,814/ 13,485 16,814
Natural gasoline. ... .e.. |- 5,393 4,7211 5, 4,721  Colorado ..... SPYETE AR, 95
Refined products. ... 273,845] 266,342 273,845 266,342 Georgia and North Carolina..

Illinois
Total &ll Ol8.cecencannmmenann .| 543,843 533,046 563,232| 543,843| 563,232
Days' supply 138 144 150 139! 154
a From Coal Economics Division, b Imports of crude as reported to Bureau of
Mines; all other imports and exports from Bureau of Foreign and Domestie Com-~
merce. ¢ Exclusive of 166,000 barrels imported into non-contiguous territories from  pgryland
outside United States. d Exclusive of 20,000 barrels into territories. e Decrease. Michigan
£ Exolustve of 13,000 barrels exported from non-continguous territories, but in- Monmna""
clusive of 748,000 barrels shipped from United States to territories. New Mexico..
PRODUCTION OF CRUDE PETROLEUM BY STATES AND
PRINCIPAL FIELDS
(Thousands of Barrels)

March, 1940 " | Feb., January-March
1940
Datly | Daily
Average| Average| 1940 1939

ATK8NSA8—ROAE888 o« m v ammmme X 2.1 wﬁ."ﬁ‘é?""’“"""""

Rest of State ggg Other Western States.c. . .

CAlioenisesls i 1 A 500 Total bituminous coal. 7,883 3,319 9,285| 10,836
------ s : ' Penneylvasia snthracite-d......| §77| 878| 1,554 '645| 1816 1974

Wilmington... X 81.6
Besh oL Beate Total, all coal s760l 8,208 4,873/ 5,662 11,101| 12,810
é

Total California..

C°1°":!d°-- --------- a Includes operations on the N. & W,; C. & O.; Virginian; K. & M.; B. C. &GS .

Indlgm;" and on the B. & O. in Kanawha, Mason, and Clay countles. b Rest of State, include
ing the Panhandle District and Grant, Mineral, and Tucker counties. ¢ Includes
Arizona, California, Idaho, Nevada, and Oregon. d Data for Pennsylvahia anthra-

cite from published records of the Bureau of Mines. e Average weekly rate for

entire month, f Alaska, Georgla, North Carolina, and South Dakota included with

“Other Western States.” * Less than 1,000 tons.
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March Statistics on Natural Gasoline

The production of natural gasoline increased in March,
1940, according to a report prepared by the Bureau of Mines
for Harold L. Ickes, Secretary of the Interior. The daily
average in March was 6,082,000 gallons, compared with
6,052,000 gallons in February, and 5,734,000 gallons in
March, 1939. The chief gains in March, 1940 oceurred in the
Texas Gulf, East Texas and Arkansas districts.

Stocks of matural gasoline increased from 199,794,000
gallons the first of the month to 226,506,000 gallons on
March 31. This was 28,224,000 gallons more than was on
Bae 2 hand a year ago.

PRODUCTION AND STOCKS OF NATURAL GASOLINE
‘Total United States 120,075 3,873.4'3,747.2'106,768' 341,883| 302,733 (In Thousands of Gallons)

a Includes Missourl, Nebraska, Tennessee, and Utah.

-

Production Stocks

—_—————
Weekly Coal Production Statistics — ;940 e B
The Bituminous Coal Division, U. S. Department of the .| At Pliants | At
Tnterior in its coal report stated that the total production of 1 i i

soft coal in the week ended May 4 is estimated at 8,035,000 ot — || 3.276| ....| 4830
net tons, an increase of 152,000 tons, or 1.9% over the pre- ~ Appalachian. ... 874| 8, n 1271 2'gg 9,(2}3(15 '252

ceding week. Production in the week of May 6, 1939 (the S = 3,822| 21,003
126

fifth week of the Appalachian suspension) amounted to 8,610 9:«11',32(73
2,753,000 tons; in the eorresponding week of 1938, 4,673,000 1 - 5,94 588 1,193
tons.

’tI‘h];e Ut S. ]S;ur%afu Oii!: 111\/Iines 1zepfoll&ed 111&’0 the Pennsylvania aliforn 4?{753 144,328|156,005 71';}% z}ﬁggg
_anthracite output for the week ot May & was estimated to be
1,028,000 net tons, an increase of 151,000, or 17.2%, in- i 185053 1058 o7 381 i i ool el i
fluenced by the opening of the Lake season. The tonnage ;.. (nousands
continues below the corresponding periods in 1939. Pro- St barrs) .| 4,480| 4.379| 12,939| 12,243| 2,263 3,130| 2,062] 2,695
duction in the week of May 6 last year was 1,477,000. Dally aver.' 145! 1441 144 136
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Anthracite Shipments During April, 1940 Amount to
to 3,144,127 Net Tons

Shipments of anthracite for the month of April, 1940, as
reported to the Anthracite Institute, amounted to 3,144,127
net tons. This is a decrease, as compared with shipments
during the preceding month of March, of 63,846 net tons,
and when compared with April, 1939, shows a decrease of
1,727,644 tons. g

Shipments by originating carries (in net tons), were re-
ported as follows:

March,

March, April
1939

1940 1939
696,703 | 848,682
4,939

April,
1940
738,758
_-Z| 527,910
319,629
424,834
321,937
313,975
254,794
82.307
159,983

3,144,127 | 3,207,973
A —

First Quirter World Tin Production Below Last Year—
Exports of Countries Under International Agree-
ment Totaled 46,453 Tons '

World tin production in January is now .estimated at
14,900 tons, in February at 15,700 tons, while production in
March will have amounted to about 22,000 tons, making for
the first quarter of 1940 a total of 52,600 tons, as compared
with 72,500 tons in the preceding quarter. Exports from
the signatory countries in the first quarter are estimated
at 46,453 tons. This is learned from the April issue of the
“Statistical Bulletin,” recentﬁ*y published by The Hague
office of the International Tin Research and Development
Council, from which the following is also derived:

The deliveries of the principal smelters amounted to 52,632 tons in the
period under review, against 53,100 tons in the preceding quarter.

World apparent tin consumption in the first quarter of 1940 is estimated
at 62,400 tons, against 53,000 tons in the last quarter of 1939, Estimating
the United States consumption in March at 10,000 tons, the total apparent
consumption in the United States of America in the quarter under review
will have amounted to 25,000 tons, leaving about, 37,000 tons for all other
countries.

During the period under review the visible supply decreased by 2,040
tons, and the smelters’ stocks (including the carryover) by 1,135 tons,
making a decrease of 3,175 tons in the total stocks.

The average cash price for Standard Tin in London was £252 in March
and £245 in the first quarter of the year, against £236 in the fourth
quarter of 1939, The average cash price for Straits Tin in New York
was $0.47 both in March and in the first quarter of 1940, against $0.53
in the fourth quarter of 1939,

PR N

Non-Ferrous Metals—Consumers Purchase Large Ton=
nages of Copper, Lead, and Zinc as War Spreads

Central RR. of New Jersey

Del., Lackawanna & Western RR..
Delaware & Hudson RR. Corp....
Pennsylvania RR v vvvcceccnanan

181,556
276,519

4,841,771

181,426
3,231,929

“Metal and Mineral Markets,” in its issue of May 16,

reported that domestic consumers of non-ferrous metals
responded to the news of the invasion of the Low Countries
by Germany by adding to their holdings at a fairly lively
rate. Not until the stock market broke badly on May 13,
and again on May 14, did the buying enthusiasm wane,
Domestic copper moved up to the level maintained by the
large mine operators on May 10, but eased a little in the
last two days. Lead and zinc remained unchanged all
week. 'Tin was up sharply for a time on nervousness about
the situation in the Far East. Quicksilver prices advanced.
The publication further stated:

Copper

Sales of copper to domestic consumers during the last week amounted
to 27,871 tons, indicating that the industry believes that business in copper
products will expand because of increased activity in the ammunition
plants. On the first day of the week metal sold in fair volume at 11.05¢c.,
Valley, but on the following day business was booked at prices that showed
a range of almost l4c. Late on May 10 most sellers were up to the
11.50c., Valley, basis. The top figure held until May 14, when some
unsettlement occurred because of the severe break on the Stock Exchange.

Owing to developments abroad, the April statistics of the Copper Insti-
tute failed to influence sentiment in the copper market one way or the
other. Production remains in excess of current requiremenst, but uncer-
tainty as to whether intensified warfare in Europe will make additional
demands upon the domestic industry caused buyers and sellers to take a
firm view of the situation.  Stocks of refined copper increased 9,325 tons
during April, and stocks of blister were up 3,780 tons, making a net gain
of 13,105 tons.

Domestic deliveries increased from 64,376 tons in March to 68,665 tons
in April, about in line with expectations. However, exports of duty-free
copper fell from 7,517 tons in March to 2,974 tons in April. The trend in
exports of domestic copper has been downward since the first of the year.

. Lead

Demand for lead was quite active during the first five days of the last
week, but the market quieted down May 15. Sales for the week totaled
21,407 tons, which compares with 4,980 tons in the previous comparable
period. Owing to uncertainty over the position of foreign lead, producers
offered domestic metal rather freely on an unchanged price basis. The
market continued at 5.00c., New York, which was also the contract settling
basis of the American Smelting & Refining Co., and at 4.85c., St. Louis.

Consumers are now fully covered against their estimated May require-
ments and have purchased enough lead to provide for more than 75% of
their June needs.

Zine

Buying of zinc improved early in the week and continued fairly active
until May 14, Sales of the common grades for the calendar week ended
May 11 totaled 8,824 tons. Shipments of the common grades in the same
period totaled 3,904 tons. Undelivered contracts have increased to 48,371
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tons. The quotation of 5.75¢. for Prime Western, St. Louis basis, was
regarded as firm by most sellers.

The custom smelters of Belgium and the Netherlands, already in a
trying position because of the Allied blockade, will suffer further “injury
cn.the invasion of those countries by Germany. Belgian production of zine,
chiefly from imported ore, has averaged around 200,000 tons a year in
recent years, with the Netherlands accounting for about 20,000 tons a
year. France absorbed 30,000 tons of Belgium’s production during 1931,
but dropped to around 15,000 tons a year in recent years. Best opinion
in the United States leans toward the view that the crippling of the zinc
industries  of Belgium and the Netherlands should augment the flow of
foreign concentrate to the smelters of this country. ‘

5 " Tin

The tin market, extremely sensitive to the situation in the Far East, ad-
vanced sharply following the invasion of the Netherlands. ~ Consumers
feared that a move by Japan to “protect” the Netherlands East Indies
might lead to serious complications and possibly interfere with the free
movement of tin to this country. As nothing changed in that area, the
market seemed to take a calmer view of the immediate outlook, and
toward the close the price situation eased somewhat. . Some . business
was booked in Straits tin on spot as high as 55c. on Saturday. Both
buyers and sellers were in a nervous state.

Tin-plate operations in the United States increased to 66% of capacity
during the last week, ;

Straits tin for May delivery settled at 51.00c.; with June at 50.50c.;
July at 50c., and August at 50c.

Chinese tin, 99%, was nominally as follows: May 9, 46.875c.; May 10,
52.750c.; May 11, b3.750c.; May 13, 53.250c; May 14, 51.750c.;
May 15, 50.750c.

DAILY PRICES OF METAL (“E. & M, J.” QUOTATIONS)

Lead
ork | St. Louis

Stratts Tin Zine

St. Louts

Electrolytic Copper
Dom.,Refy.|Ezp., Refy.| New York | N

47.625
53.500
54.500
54.000
52.500
51.500

Average. . 52.271

a Range for May 14, 11.1504-11.275; May 15, 11.150+11.275.

Average prices for calendar week ended May 11 are: Domestic copper f.0.b.
refinery,-10.9750;. export copper, f.0.b. refinery, 11.026¢.; Straits tin, 49.646¢.;
New York lead, 5.000c.; 8t. Louis lead, 4.850c.; St. Louis zinc, 5.750c.; and
silver, 34.750¢. . !

The above quotations are M. & M. M.'s” appraisal of the major United States
markets, based on sales reported by producers and agencies. They are reduced
the basis of cash, New York or St. Louls, as noted. All prices are in cents per pound,

Copper, lead and zinc quotations are based on sales for both prompt and future
deliveries; tin quotations are for prompt delivery only.

In the trade, domestic copper prices are quoted on a dellvered basis; that is, de~
livered at consumers’ plants. As dellvery charges vary with the destination, the
figures shown above are net prices at refineries on the Atlantic seaboard. - Delivered
prices in New England average 0.225c. per pound above the refinery basis,

Export quotations for copper are reduced to net at refineries on the Atlantic sea~
board. On foreign business, owing to the European war, most sellers are restricting
offerings to f.a.s. transactions, dollar basls. Quotations, for the present, reflect
this change In method of doing business. We deduct .05¢. from f.a.s. basis
(lighterage, &e.) to arrive at the f.0.b. refinery quotation.

Due to the European war the usual table of daily London
prices is not available.. Prices on standard tin, the only
prices given, however, are as follows: May 9, spot, £255,
three -months, £253; May 10, spot, £263, three months,
£26114 ; May 13, spot, £2691%, three months, £26715 ; May 14,
spot, £265%, three months, £262%, and May 15, spot, £261%4,
three months, £25814. Y
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Steel 6perations at 709, —Invasion of Belgium and
Holland Has Quick Reprecussions Here

The May 16 issue of the “Iron Age” reported that the

extension of the war area to Belgium and Holland has already

caused wide repercussions affecting the steel and allied in-

dustries of the United States. The ‘“Iron Age’” further
reported: ‘

Great Britain, probably cut off from supplies of steel from Belgium,
upon which she depended to a considerable extent, will look to the United
States to make up the deficiency. Inquiries for about 100,000 tons are
being quoted on, and others are expected to follow shortly. France is
inquiring for shell steel, of which a large quantity may be bought as soon
as complications arising from very rigid specifications are straightened out.
Britain is expected to hurry the placing of additional shell and other muni-
tions contracts that have been under negotiation here.

Belgium was not only supplying England with about 200,000 tons of
steel a month, but was maintaining some export trade in other markets,
which probably will be forced to come to the United States for supplies.
It is estimated that about 4,500,000 tons of steel a year previously sold by
Belgium in world markets may be added to American sales, which would
approximately double the volume of recent months.

Domestic consumers of steel, although not rushing into the market in
the manner in which they did last fall when the war started, have increased
their orders in the past several days for nearly all products. Sheets and
strip, for which a growing volume of specifications is being received for
rolling and shipment by June 30, have not been the sole beneficiaries of the
improved buying. At Pittsburgh bookings so far in May are reported to
be 35 to 45% ahead of the volume in the same period of April.

An apparently direct effect of the more intensive warfare in Europe is a
rush of inquiries for reinforcing bars, a situation that may impart some
firmness to this product, which has been the weakest item in the steel list.

Holland had recently been a good buyer of American steel. Some ship-
ments on the ocean were turned back, while orders not yet processed have
been suspended. Mediterranean countries have also bought here quite
liberally, but in view of the possible spread of the war to that area United
States mills have recently been selling only on a c.i.f. basis so that any risks
are entirely for the account of the buyer.

No alarm is felt by steel companies that a shortage of tin will develop.
Nearly all makers of tin plate have supplies sufficient for several months,
and unless the Far East becomes a war zone additional shipments will not
be stopped. .

In the scrap markets conditions resemble the runaway situation of last
fall when the “Iron Age' scrap composite price advanced a total of $6.88
a ton within a month. 'This week’s rise in the scrap composite price is
83c., bringing it to $17.58, or within a few cents of the average at the be-
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ginning of the year. At Pittsburgh there has been an advance of $1.50,
while Chicago and Philadelphia prices are up 50c. Cleveland and Youngs-
town prices are $1 a ton higher and advances at Detroit range from 50c. to
$1. In expectation of a further rise, scrap dealers are reluctant to sell.

Steel operations have gained 34 points over last week to 709, of capacity
and still higher production is expected by many producers within the
next few weeks. This is predicated on an anticipated increase in export
sales togef;her with an acceleration of domestic buylhg as a protective
measure against possible delays in mill deliveries later on. A considerable
volume of sheets and strip is yet to be specified against recent low-priced
commitments if buyers exercise their options in full. In view of the turn
in the situation, mills are putting on additional pressure to insure completion
of these orders by June 30. .

In addition to probable additions to foreign steel requirements, mills

. expect that Congress will authorize an enlarged defense program for the
United States and an expediting of work now under way. Moreover, a
number of industrial expansion programs that had been dormant have
sprung to life. For example, an oil refinery project that had been aban-
doned early last week was revived on Friday (May 10) and the contract
was immediately let. The railroads also are expected to hurry up their
1940 programs, if steel shortages or high prices seem likely. Moreover,
automobile companies will purchase steel in June for their initial production
of 1941 models.

Shipbuilding contracts have been added to by the placing of 10 tankers
by the Sinclair Refining Co. with two shipbuilders. These boats will
take 38,000 tons of steel. ;

THE “IRON AGE"” COMPOSITE PRICES
Finished Steel

May 14, 1940, 2.261¢c. & Lb. Based on steel bars, beams, tank plates,
0ON6 WeLK BE0- wcuncanmaann wew--2.26160.| wire, ralls, black pipe, sheets, and hot
One MONth 880.cwws ennsemwaa-=2.2110,} rolled strips. These products represens

ONe Year 880 ccememmrmmommmene 2.2360.) 85% of the United States output.
High Low
Jan, 2.211e. Apriilé

2.2360. May 16

2.211¢c. Oct. 8

2.2490. Mar. 2

2.016¢, Mar. 16

2.0560. Jan. 8

1.945¢. Jan.* 2

o 1.792¢. May 2

1932... 1.870c. Mar.15

. Pig Iron
May 14, 1940, $22.61 a Geoss Ton ;Based on average for basic iron at Valley

1940
1939
1938
1937.
1936..

One Week 880.cwmcannencnanaas-$22.61| furnace and foundry iron at Chicago,
One month 880w vuscencncnnnasasa 22.61} Philadelphia, Buffalo, Valley, and
One year ago e 20.61) Southern iron at Cincl 1
High
Jan. 2
BSept. 19
June 21

1940.
1939..

Low

Jan. 2

Sept. 12

July 6
Mar. 9 5 Feb. 16
Nov. 24 Aug. 11
Nov, 5 . May 14
May 3 Jan. 27
Deo. 13.66 Jan. 3
Jan. 13.56 Dec. 6

Steel Scrap
$17.58 a Gross Ton Based on No. 1 heavy melting steel
$16.75| quotations at Pittsburgh, Philadelphia,
ig 82 and Chicago.

Mar. 13
Aug, 8
Jan. 12

The American Iron and Steel Institute on May 13 an-
nounced that telegraphic reports which. it had received indi-
cated that operating rate of steel companies having 97%
of the steel capacity of the industry will be 70.0% of

capacity for the week beginning May 13, compared with

65.8% one week ago, 60.9% one month ago, and 45.4% one
year ago. This represents an increase of 4.2 points, or
6.49%, from the estimate for the week ended May 6, 1940.
Weekly indicated rates of steel operations since April 3,
1939, follow:

1939— 1940—
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Latest European developments appear likely to intensify foreign demand
for' steel and munitions in this country.

While’ United States exports to the Netherlands and Belgium will be
affected adversely, spreading of the war will not only cripple steel markets
recently served by the latter but also will accentuate the Allies’ require-
ments of material and equipment.

Belgium and the Netherlands had increased sharply their imports of
iron and steel from the United States this- year. First quarter receipts
totaled 62,755 tons, compared with 129,364 tons in all of 1939. Imports
here from those countries were only 1,473 tons the first three months of
1940, while 88,909 tons was received in all of last year.

Business in domestic steel markets continues to improve moderately,
with ingot production up 3 points to 661%% in the sharpest rise so far
this year. A further increase is indicated for the coming week. Since
buyers already have fairly large inventories and unchanged prices are in
immediate prospect, there is less occasion than prevailed last September
for future coverage in anticipation of effects of the European situation.
Nevertheless, it seems probable that stocks will not be permitted to
decline as far as might have occurred had the foreign stalemate continued.

Heavier demand ‘for sheets and strip and small gains, principally sea-
gonal, in sales of other products furnish most of the impetus to the
upturn in steelmaking. ~Output last week was nearly 20 points above the
rate a year ago, when operations were at practically the 1939 low, but
were preparing to start a sustained advance which moved above 90%
during the war-inspired fourth quarter boom.

Scrap prices are rising more rapidly, although latest strengthening is
not attributable directly to war influences. ~Higher quotations at Pitts-
burgh and Chicago advanced the scrap composite 75c. last week to $16.83,
highest since early February.

Attempts of mills to complete shipments by June 80 of all flat-rolled
steel business taken at cut prices are quickening production but will result
in lessened activity next quarter, unless heavier demand for other products
is forthcoming the next seven weeks.

Another adverse factor in the third quarter outlook is the prospective
letdown in automotive needs during that period. - Motor car assemblies
still are relatively active, the recent decline being more gradual than was
expected. Last week’s output of 98,480 units was a decrease of 825, but
compares with 72,375 units a year ago,

Building construction is more active, some districts noting a sharp upturn
in private work recently. Most of such jobs are small, although last
week’s structural shape awards included five large lots, totaling 17,785
tons, which brought aggregate bookings to the highest level in many
weeks, Outstanding orders included 7,500 tons for the Rainbow Bridge,
Niagara Falls; 6,000 tons for a Syracuse, N. Y., grade crossing; 1,750
tons for a New York viaduct; 1,400 tons for a hangar, LaGuardia field,

" Mew York, and 1,135 tons for blast furnace rebuilding, Youngstown, Ohio.

Rumors of increased buying of railroad equipment have yet to ma-
terialize and backlogs of freight car builders and material suppliers con-
tinue to decline. April freight car orders involved 2,077 units, compared
with 8,014 in March and 3,095 a year ago. Awards the first four months
totaled 6,688 cars, against 6,157 a year ago, 829 in the 1938 period, and
40,705 in 1937.

Finished steel prices generally are steadier. Sheet and strip quotations,
including galvanized material, have moved back to levels originally an-
nounced for this quarter. Some shading continues in certain secondary
markets.

Except for a 6-point drop to 88% at Wheeling, most districts recorded
higher steelmaking rate last week. Gains included 3% points to 61% %
at Pittsburgh, 6 points to 65% % at Chicago, 14 points to 58% at Buffalo,
3 points to 53% at Youngstown, 21% points to 45% at St. Louis, 1 point
to 719% at Cleveland, and 8 points to 61% at Cincinnati. Unchanged were
eastern Pennsylvania at 57%, New England at 53%, Birmingham at 83%,
and Detroit at 70%.

Steel ingot production for the week ended May 13, is
placed at 689, of capacity according to the “Wall Street
Journal” of May 16. This compares with 649, in the pre-
vious week and 6114% two weeks ago. The ‘“Journal”
further reported:

U. S. Steel is estimated at approximately 67%, against 62}4% in the
week before and 5814 % two weeks ago. Leading independents are credited
with 6814 %, compared with 65% in the preceding week and 63} % 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:

1939—
Oct. 30.....91.0% Feb, & 71.7%
Nov, 6.....92.5% Feb. 12.....68.8%
Nov.13.....93.5%  Feb. 19.....67.1%
Nov. 20.....93.9% | Feb. 26.....66.9%
Nov. 27.....94.4% 6%

Apr, 3.....54.7%
Apr, 10.....52.1%
Apr. 17.....50.9%
Apr. 24.....48.6%
M 1aeca.47.8%
--47.0

April 22.....60.0%
9-v...61.8%

3...-.38.5% 90.3%, ;
July 10.---249.7%!0ct. 23.22.200.2% 20.2.0°77.3%

“Steel” of Cleveland, in its summary of the iron and steel
markets, on May 13 stated:

Industry U. 8. Steel Independents
+4 +4%%
—13% —4
— % — Y
+1 +14%
-
-1 —1
+1
+5 +4%
—2 —2
—1
—1%

814 1%
Not avallable

— 4
_2%
89 +2
Not available

74 +1
Not avallable

Current Events and Discussions

The Week with the Federal Reserve Banks

During the week ended May 15 member bank reserve
balances increased $217,000,000. Additions to member
bank reserves arose from increases of $114,000,000 in gold
stock and $11,000,000 in Reserve bank credit, and decreases
of $86,000,000 in Treasury cash and $87,000,000 in Treasury
deposits with Federal Reserve banks, offset in part by in-
creases of $9,000,000 in money in circulation and $74,000,000
in non-member deposits and other Federal Reserve accounts.
Excess reserves of member banks on May 15 were estimated
to be approximately $6,300,000,000, an increase of $170,000,-
000 for the week.

" Holdings of United States Government bonds, direet and
guaranteed, increased $7,000,000 for the week.

The statement in full for the week ended May 15 will be
found on pages 3156 and 3157. :

Changes in member bank reserve balances and related
items during the week and the year ended May 15, 1940:

Increase (+) or Decrease (—)

nce

May 15, 1940 May 83. 1940 May 1;. 1939
Bills dt s
Bills bought
U. 8. Government securities, direct :

and guaranteed 2,474,000,000
Industrial advances (not including

$9,000,000 commitments—May 15) 9,000,000 —4,000,
Other reserve bank credit, 32,000,000 43,000,000  -+37,000,000

‘Total Reserve bank credit ,000,000 411,000,000 —58,000,000
Gold stock 000,000 -+114,000,000 +3,057,000,000
Treasury currency . 000,000 -+ 147,000,000

000,000
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Increase (+) or Decrease (—)

Stnce
May lg. 1940 May 8,1940 May 1;. 1939

$
Member bank reserve balances. ....13,094,000,000 +217,000,600 --3,089,000,000

7,598,000,000 9,000,000 + 000,000
2,223,000,000 X

425,000,000 ,000
1,132,000,000 474,000,000
BT ST

Treasury deposits with F.R. banks. ..
Nonmember deposits and other Fed-
eral Reserve accounts...

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

Below is the statement of the Board of Governors of the
Federal Reserve System for the New York City member
banks and also for the Chicago member banks for the cur-
rent week, issued in advance of full statements of the member
banks, which will not be available until the coming Monday:
ASSETS AND LIABILITIES OF WEEKLY REPORTING MEMBER BANKS

IN CENTRAL RESERVE CITIES
(In Millions of Dollars)
——New York City— ———~Chicago———
May 15 May8 May 17 May 15 May 8 May 17
1940 1940 1939

1940 1940 1939
Assels— $ $ $ $ 3 $

Loans and investments—total.. 9,180 9,174 7,857 2,227 2,217
Loans—total 2,936 2,958 2,720 594 578
industrial . and

Commercial,

agricultural loans... 1,676 1,369 413 403 356
Open market Paper....-...- 111 120 19 18 15
Loans to brokers and dealers. .. 495 34 30

Other loans for purchasing or
.. 199 65
111
40

1,986
536

ury
United States bonds.
Obligations guaranteed by the
United States Government...
Other securities
Reserve with Fed. Res. banks. .

Balances with domestic banks..
Other asset8—Del.uecacacncaan

Idabilities—~
Demand deposits—adjusted. ...
Time d i
United States Govt. deposits...
Inter-bank deposits:

Domestic bankS. e eeeuencenx

6
Foreign banks.ueceeseneeaee 6 655 556 8 9 12
BoOITowings. . eueea ~—— S st
295 17 16

Other liablilities
Capital account..... oesw 1,503 254 254 263

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 banks 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 statistics covering
the entire body of reporting member banks in 101 cities
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 that week ended with the close
of business May 8:

The condition statement of weekly reporting member banks in 101 leading
cities shows the following principal changes for the week ended May 8:
A decrease of $38,000,000 in holdings of “‘Other securities’” and increases
of $53,000,000 in holdings of United States Treasury bills, $29,000,000 in
holdings of United States Treasury notes, and $45,000,000 in demand de-
posits-adjusted. ’

Commercial, industrial and agricultural loans decreased $5,000,000 and
loans to brokers and dealers in securities decreased $8,000,000 at all report-
ing member banks.

Holdings of United States Treasury bills increased $52,000,000 in New
York City and $53,000,000 at all reporting member banks. Holdings of
Treasury notes increased $27,000,000 in New York City and $29,000,000
at all reporting member banks. Holdings of United States Government
bonds decreased $12,000,000 in the Cleveland district and $10,000,000 at all
reporting member banks. Holdings of obligations guaranteed by the United
States Government increased $18,000,000 in New York City and $7,000,000
at/all reporting member banks. Holdings of “Other securities’” decreased
$45,000,000 in New York City and $38,000,000 at all reporting member
banks.

Demand deposits-adjusted increased $61,000,000 in the Minneapolis
district, and decreased $23,000,000 in New York City and $18,000,000
in the Cleveland district. The total increase at all reporting member banks
was $45,000,000. Time deposits increased $13,000,000.

Deposits credited to domestic banks increased $13,000,000 in the Chicago
district and $24,000,000 at all reporting member banks, and decreased
$17,000,000 in New York City. Deposits credited to foreign banks de-
creased $6,000,000.

A summary of the prineipal assets and liabilities of re-
porting member banks, together with changes for the week
and the year ended May 8, 1940, follows:

Increase (+)s;" Decrease ()
May 83, 1940 May 1,19400 May lg, 1939

$
34,000,000 -1,857,000,000
000,000 4+ 569,000,000

+ 552,000,000
436,000,000

—45,000,000
Other loans for purchasing or
—64,000,000

1,193,000,000 -+ 44,000,000

51,000,000 000,000 -9,000,000

1,584,000,000 -+ 55,000,000

000,000 -+216,000,000

Treasury notes ---- 1,900,000,000 —131.000,000
United States bondS..veecceecnne 6,486,000,000 613,000,000

Assets—
Loans and investments—total.. ...
Loans-—total 654,000,000 —1,

—5,000,000
-+ 5,000,000

—8,000,000

cultural loans
Open market paper. .. g
Loans to brokers and dealers in
securitles

gitized for FRASER
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Increase (+) or Decréase (—)

nce
May 8, 194 ay 1,

et v 8 0 M 1(1s 1940  May 10, 1939

Obligations guaranteed by United <

ta t -+424,000,000

+-166,000,000

+2,514,000,000

50,000,000

+618,000,000

Ida
Demagd deposlts-ndjusted--.---lQ.74l.000.000 +-3,022,000,000
Time = . 5,318,000,000 3 +69,000,000
United States Government deposits 578,000,000 —27,000,000

ic banks 8,484,000,000 424,000,000 --1,884,000,000
Forelgn banks...eueeacacenean 714,000,000 —6,000,000 +-72,000,000
Borrowings. . .. —1,000,000 —2,000,000

————e

Allied Troops Land in Dutch West Indies—Assurances
Given to Japan That No Change Will Be Made in
Status of Dutch East Indies—United States’
Attitude

Repercussions resulting from the German invasion of
Holland were felt in the Dutch colonial possessions this
week when allied troops landed in the Netherlands West
Indies islands of Curacao and Aruba, and in Netherlands
Guiana in order to “prevent possible German attempts at
sabotage in the important oil refineries of these islands.”
The situation with respeet to the Netherlands East Indies
differs from that in Holland’s Western Hemisphere posses-
sions, chiefly in that Japan feels she has a vital interest in
those islands and has made it evident that she will resent
any attempt to change the status quo there. Assurances
were given to Tokyo by the French, British and Dutch
Governments that no action would be taken to revise that
status quo, and Japan indicated that she was satisfied with
that arrangement, at least for the present.

The United States has also indicated (see issue of April 20,
page 2500, for views of President Roosevelt and Secretary
Hull) that it would regard any enforced change in the
status of the islands in the East Indies as “prejudicial to
the cause of stability, peace and security . ., . in the entire
Pacific area.” This stand was reiterated May 11 by Secretary
Hull and he said the American Government assumes that the
signatories of the Nine Power Pact will continue to respect
their commitments to the status quo. The State Department,
however, made clear that it was not concerned over the
occupation by Allied troops of Dutch possessions in this
hemisphere, which it said did not infringe on the Monroe
Doctrine sinee no change of sovereignity was involved.

Washington advices of May 11 to the New York ‘“Times”
added:

The State Department, it was revealed, has been in communication with
the Canadian Government about the status of Greenland, Danish colony in
the Western Hemisphere, but officials refused to reveal what decisions, if
any, have been taken with regard to that huge island. Because of German
occupation of Denmark, Great Britain this week occupied Iceland as a
protective measure.

During recent weeks a number of governments, including Great Britain,
Japan and the United States, have made clear in official utterances their
attitude of continued respect for the status quo of the Netherlands Indies,
the Secretary of State noted.

This was in harmony with definite commitments formally made in
writing in 1922. This Government assumes that each of the governments
which have made commitments will continue to abide by these commit-
ments.

The Secretary of State said that he had no full report about a press
report from Tokyo that Japan had renewed its pledge to maintain the
status quo, but remarked that ‘‘expressions of intention to respect the
status quo of the Netherlands Indies cannot be too often reiterated.”

Some doubt appeared to exist in official quarters as to the Japanese in-
terpretation of the status quo, although Joseph C. Grew, American Am-
bassador to Japan, was in touch with the State Department today.

Secretary Hull repeated the following declaration from his previous
statement in the matter: .

“Intervention in the domestic affairs of the Netherlands Indies or any
alteration of their status quo by other than peaceful processes would be
prejudicial to the cause of stability, peace and security not only in the
region of-the Netherlands Indies but in the entire Pacific area.”

After conferring with Secretary of State Hull, Japanese
Ambassador to the United States Kensuki Horinouchi in-
dicated his Government would be satisfied with the con-
tinuance of the status quo in the East Indies. United Press
Washington adviees of May 16 said:

The Ambassador, who spent forty minutes with Mr. Hull, said Japan
wants a continuation of normal trade with the East Indies and that, so
long as trade continues, it was no concern of Japan if there was an increase
of shipments of war supplies from the Dutch possessions to the Allies.

. Japan will be satisfied if the status quo is maintained, he said. Asked
if that meant the island empire would not send troops to the East Indies if
other countries do not, he said that was correct.

Mr. Horinouchi’s call was preceded by warnings in the authoritative
“Japan Times” that the East Indies are inseparably bound up with Japan's
program in China and can not be subjected to legalistic or political in-
terpretation.

Concerning assurances of the British and Dutch to Japan,
Associated Press Tokyo advices of May 13 said:

The British Ambassador, Sir Robert Leslie Craigie, informed Foreign
Minister Hachiro Arita that Britain did not intend to interfere with the
present situation in the Netherlands Indies, since she believed the defence
forces there were sufficient to maintain the integrity of the islands.

Otto Reuchlin, Secretary of the Netherland Legation, assured the
Japanese Foreign Office that the status quo in the East Indies would be
maintained. He explained that the troop landings in the Netherlands
West Indies were essential to prevent Germans from sabotaging the oil
fields.

The Foreign Office was expected, through its Ambassadors, to ask Great
Britain, France and the Netherlands for the full facts of the East Indies

situation. s
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The Japanese response was indicated in Tokyo advices of
May 14 to the United Press, as follows: ;

The Government feels that for the present it has obtained satisfactory
assurances that no change is intended in the political or economic situation
in the Netherlands Indies, persons close to Foreign Minister Hachiro Arita
said today.

The Government will continue, however, to watch the situation there
with the closest attention and *‘will not be caught unawares by untoward

events,”’ the informants said.
e

Monaco Ruled Belligerent by State Department

The Department of State at Wasnington on May 15
added the principality of Monaco to its lists of warring
nations according to Associated Press advices from Wash-~
ington which also said:

Because of the actions it has taken since the war began the infinitesima
nation, with a population of 24,000 and an area of less than one square
mile, lying off the south of France on the Riviera, is ruled to be a belligerent.

The State Department, after consultations with other departments, has
therefore advised American shippers they may not send their ships to
Monaco with passengers or cargo, and Americans thay not go there without
special authorization,

The reason is that Monaco, although an independent principality for
800 years, nevertheless feels itself tied to the fortunes of France, and has
acted accordingly. Since the war began on Sept. 1 Monaco has not actually
lent direct military aid to France. There i8 no army and the whole police
force numbers only 200. But she has arrested all Germans resident there
and turned them over to France for internment and has prevented any
German activities, commercial or otherwise, on her soil,

—————

GCreat Britain Restricts Sales of Securities by Non-
Residents of Sterling Area

Effective May 13 sales of securities in Great Britain by
non-residevts of the sterling area were permitted only under
license of the British Treasury.

R. F. Loree, Chairman of the Foreign Exchange Com-
mittee avnounced May 11 receipt of the following cable
concerning the restrictions:

New regulation effective thirteenth May prohibits sale securities hera by
persons resident outside Sterling area unless license has been granted by
British Treasury. Buch license normaily obtainable provided as heretofore
nonenemy interest since Sept. 2, 1939 is shown but iaformation required
will include production evidence as to how and when security was acqured
and actual share certificate.”

The Foreign Exchange Committee on May 13 announced
regéupt of another cable amplifying the regulations which
sald:

Restrictions are imposed upon acts of registrars trustees nominees and
other persons responsible for registratioa of securities or holding securities
as trustees or agents, Issue of bearer securities and conversion of registered
securities ‘nto bearer form is restricted. Payments to nonresidents of
interest or dividends and of proceeds of sale or redemption of securities
belonging to nonresidents become subject to permission and require approval
of Form El. For purpose this order resideats are those persons resident

in Sterling Area."”
i RLSENES PR

Payment on City of Sao l;aulo2 (Brazil) 8%, Gold Bonds
- of 192 :

City Bank Farmers Trust Co., New York, special agent,
is ready to pay the coupon due May 1, 1938, on City of Sao
Paulo (United States of Brazil) external 30-year 8%
secured sinking fund gold bonds of 1922, due March 1, 1952,
at the rate of 13% of their face amount, or $5.20 per $40
coupon and $2.60 per $20 coupon. Payment will be made at
the office of the bank, 22 William Street, New York.

S —

M.ay 15 Coupon of Kingdom of Bulgaria 7149, Stabiliza=
tion Loan 1928 to Be Paid at Rate of 409,

J. Henry Schroder Banking Corp., American fiscal agent
for the Kingdom of Bulgaria 714% stabilization loan, 1928,
dollar tranche, announces that the trustees of the loan have
received from the Bulgarian Government sufficient sums in
foreign exchange to provide for the payment of 40% of the
interest coupon due on May 15, 1940, The fiscal agent will,

as directed by the trustees, be prepared to pay to the hold- .

ers of the May 15, 1940, coupons of the dollar bonds on or

after that date $15 for each $37.50 coupon and $7.50 for

e?tg.h $18.75 coupon, upon surrender of such coupons at its

office.

(TR S A

Argentina) Internal] Loan of 75,000,000 Pesos Over-
y Subscribed

Argentina’s new 75,000,000-peso internal loan, offered to

the public May 6 at 94.50, was oversubseribed in the first

few ours, according to the Argentine Information Bureau.

Subseriptions amounted to 188,000,000 pesos, which was

more than sufficient to cover an additional 75,000,000-peso

issue which the Government had contemplated offering at a

later date, so that the present total issue amounts to 150,

000,000 pesos. The bonds, to mature in 25 years, bear

interest at the rate of 4149 and will be used for public

works construction.
ooy T —

Payment to Be Made May 1, 1938 Coupons of State of
Rio Grande do Sul (Brazil) 7% External Gold
Bonds of 1926

. Ladenburg, Thalmann & Co., New York, as special agent,

is notifying holders of State of Rio Grande do Sul (United

States of Brazil) 40-year 7Y%, sinking fund gold bonds, ex-

ternal loan of 1926, that funds have been deposited with it -

sufficient to make a payment in lawful currency of the
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United States of America, of 14% of the face amount of the
coupons due May 1, 1938, amounting to $4.90 for each $35
coupon and $2.45 for each $17.50 coupon. Pursuant to the
provisions of the Presidential Decree of the United States
of Brazil, such payment, if accepted by, the holders of the
bonds and coupons, must be accepted in full payment of
such coupons and of the claims for interest represented
thereby. : .

No present provision, the notice states, has been made for

. the coupons due Nov. 1, 1931 to Nov. 1, 1933 inclusive, but
“they should be retained for future adjustment. -

ey
Greek Government to Pay 439, of Interest on 69, Loan
of 1914

““The Greek Government recently notified holders of honds
of its 59 loan of 1914 that an agreement has been reached
with the Council of Boudholders in London and the Loans
Committee of the League of Nations whereby the Govern-
ment will pay 43% of interest due on these bonds from
April 1, 1940 until the end of the war. Holders of these
bonds+are invited to present, when due, the coupons to
J. P. Morgan & Co., Ine., payiug agent in New York. The
rate of such payment will be 43%, of the sterling face amount
of each ecoupon. In our advertising columns of today’s issue,
we give the Government’s announcement.
PRI E——

Member Trading on New York Stock and New York
Curb Exchanges During Week Ended April 27

The Securities and Exchange Commission made publie
yesterday (May 17) 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 April 27, continuing
a series of current figures being published weekly by the
Commission. Short sales are shown separately from other
sales in these figures.

Trading on the Stock Exchange for the aceount of members
during the week ended April 27 (in round-lot transactions)
totaled 1,120,595 shares, which amount was 22.16% of total
transactions on the Exchange of 4,963,320 shares. This
compares with member trading during the previous week
ended April 20 of 1,684,230 shares, or 22.04 9%, of total trading
of 7,381,930 shares. On the New York Curb Exchange
member trading during the week ended April 27 amounted
to 243,195 shares, or 19.819% of the total volume on that
Exchange of 1,165,240 shares; during the preceding week
trading for the account of Curb members of 374,920 shares
was 23.129, of total trading of 1,554,440 shares.

The Commission made available the following data for
the week ended Avril 27:

The data published are based upon weekly reports filed with the New
York Stock Exchange and the New York Curb Exchange by their respec-
tive members. These reports are classified as follows:

New York ~ New York
Stock Curb
Ezchange Ezchange

Total number of reports received
1. Reports showing transactions as speclalists.
2. Reports showing other transactions initlated on the 12

. floor. 265 118
4. Reports showing no tr tions. - 499 565

Note—On the New York Curb Exch odd-lot tr ctions are handled solely
by Bpecialists in the stocks in which they are registered and the round-lot transactions
of speclalists 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
specialists in stocks in which they are reglstered 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 STOCK TRANSACTIONS FOR ACCOUNT
OF MEMBERS * (S8HARES)
‘Week Ended April 27, 1940

Total for Per
Week Cent a

A. Total round-lot sales:
Short sales.
Other salesa_b.

Total sales..

B. Round-lot tra tions for t of b except for
the odd-lot accounts of odd-lot dealers and specialista: 8
1. Transactions of specialists in stocks in which they a.r?
registered—Total purch

Short sales....
Other sales.b

Total sales. ...
2. Other transactions initiated on the floor—~Totals purchase

159,510
4,803,810

4,963,320

504,260

75,010
434,670

509,680
429,090

25,800
403,280

429,080
145,433

21,800
160,034

181,835
1,078,783

122,610
997,985

1,120,595

Other sales.b
Totalsales...
3. Other transactions initiated off the floor-Total purchases

Bhort sales....
©ther sales_b

Total sales. ...
. Total—Total purch

Other sales.....
Total sales.b..
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TOTAL ROUND-LOT STOCK SBALES ON THE NEW YORK CURB EX-
CHANGE AND STOCK TRANSACTIONS FOR ACCOUNT OF MEM-

BERS * (SHARES)
‘Week Ended April 27, 1940
Total for ct’af
nt
A. Total round-lot sales: ok e
Short sales.... J
Other sales. b,

Total sales.

21,240
1,144,000

1,165,240

B. Round-lot transactions for the account of members:
1. Transactions of specialists in stocks in which they are
registered—Total purchases

Short sales....
Other sales.b

Total sales....
2. Other transactlons Initiated on the floor-Total purchases 48,845

Short sales.... 1,700
Other sales.b 42,775

‘TotalsaleS.... 44,475
3. Other transactions initiated off the floor-Total purchases 38,955

Short sales....
Other sales.b

Totalsales....
4. Total—Total purchases...

Short sales....
Other sales.b

} Total sales. .
C. Odd-lot transactions for the account of speclalists:
Customers’ short sales 35
Customers’ other sales.c, 88,179

Total purchases. 88,214

Total sales - 59,428

130,735

17,020
145,090

162,110

650
35,960
36,610

" 218,536

19,370
223,825

243,195

V‘Thét.erm‘“"""an““ , thelr firms an e
partners, including special partners, % Shelr g

} @ Shares 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
of members’ transactions includes both purchases and sales, while the Exchange
volume includes only sales.

} b Round-lot short sales which are exempted from restriction e Commission
rules are included with “other sales.” o by, e Co 2

c Sales marked *‘short exempt” are included with *“other sales.”
—eee

0Odd-Lot Trading on New York Stock Exchange During
Week Ended May 11 |

F The Securities and Exchange Commission made public on
May 17 a summary for the week ended May 11 of complete
figures showing the wvolume 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 May 4 were
reported in our issue of May 11, page 2967. The figures are
based upon reports filed with the Commission by the odd-
lot¥dealers and specialists.

STOCK TRANSACTIONS FOR THE ODD-LOT ACCOUNT OF ODD-LOT

DEALERS AND SPECIALISTS ON THE NEW YORK STOCK EXCHANGE
Week Ended May 11, 1940

Total
Jor Week

25,872
711,384

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

Number of shares
¥

]
¢ Dollar value...
L ]

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

Customers’ short sales....

Customers’ other sales.a....

Customers’ total sales...

Number of shares:
Customers’ short sales..
Customers’ other sales.a....

Customers’ total sales..
Dollar value...-

Round-lot sales by dealers:
Number of shares:
Short sales.
_Other sales.b...

24,528,521

0
158,130

Total sales 158,130

Round-lot purchases by deslers:
Number of shares,
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194D6epartment of Caldas—20-yr. ext. sec. 8. f, gold bonds 734 % due Jan. 1,

Department of Cauca Valley—20-yr. ext. sec. 8. f. gold bonds 7% % due
Oct. 1, 1946; 20-yr. ext. sec. 8, f. gold bonds 7% due June 1, 1948." N

Department of Cundinamarca—3134-yr. ext. sec. s. f. gold bonds 634 %
due Nov. 1, 1959,

City of Bogota—21-yr. ext. sec. 8. f. gold bonds 8% due Oct, 1, 1945.

Municipality of Medellin—26}5-yr. ext. sec. s. f. gold bonds 61 % due
Dec. 1, 1954; 25-yr. ext. sec. s. f. gold bonds 7% due Dec. 1, 1951.

Agricultural Mortgage Bank of Colombia—gtd. 20-yr. ext. s. f. gold
bonds, 7% due April 1, 1946; gtd. 20-yr. ext, s. f. gold bonds 7% due Jan,
15, 1947; gtd. 20-yr. ext. s. . gold bonds 6% due Aug. 1, 1947; gtd. 20-yr.
ext. 8. f. gold bonds 6% due April 15, 1948.

Mortgage Bank of Bogota—20-yr. ext. sec. 8. f. gold bonds 7% due May 1,
1947; 20-yr. ext. sec. s. f. gold bonds 7% due Oct. 1, 1947,

Mortgage Bank of Colombia——20-yr. ext. sec. s. £. gold bonds 7% due
Nov. 1, 1946; 20-yr. ext. sec. s. f. gold bonds 7% due Feb. 1, 1947; 20-yr.
ext. sec. 8. f. gold bonds 614 % due Oct. 1, 1947.

'Ic? explaining its reason for this action the Commission
sald:
The Committee registered its certificates of deposit on the New York

" Curb Exchange on or about July 1, 1938, by filing an application for regis-

tration with the exchange and with the Commission.

Under Rules X-13A-1 and X-13A-2 adopted by the Commission pursuant
to Section 13 (a) of the Act, the registrant is required to file an annual
report on Form 14-K within 60 days after the close of each fiscal year, unless
an extension of time is granted.

The Committee was notified by letters dated Sept. 14, 1939, and Sept.
26, 1939, that no annual report for its fiscal year ended May 25, 1939, had
been filed as required by Section 13 of the Act.

On Dec.-29, 1939, the Committee wrote to the New York Curb Exchange
asking it to apply to this Commission to delist the certificates of deposit.
The Exchange replied that it would not be consistent with its policy to
grant; this request. -

On Jan. 11, 1940, counsel for the Committee advised the Commission
that it felt that it should not undertake the expense of maintaining a listing
of its certificates of deposit on the New York Curb Exchange, because for
all practical purposes there had been trading therein,

This proceeding was instituted on Feb. 8, 1940. After appropriate
notice, a hearing was held before a trial examiner in New York on Feb. 26,
1940. 'The trial examiner filed an advisory report, finding that the regis-
trant had failed to file an annual report on Form 14-K, as required, for the
fiscal year ended May 25, 1939. No exceptions to the trial examiner's
report were filed. We adopt the trial examiner’s finding as being in accord
with the evidence.

—_——

Changes in Amount of Their Own Stock Reacquired
by Companies Listed on New York Stock Exchange

The New York Stock Ixchange issued on May 15 its
monthly compilation of companies listed on the Exchange
reporting changes in the reacquired holdings of their own
stock. < A previous list appeared in our issue of -April 20,
page 2502, The following is the list made available by the
Ixchange on May 15:

Shares
Previously
Reporled

Shares
per Latest

Company and Cluss of Stock
Report

Armour and Co., common
Atlas Corp., common

6% preferred
Case (J. I.) Co., common
Celotex Corp. (’I‘he), common
Century Ribbon Mills, Inc., 7% preferred..
Colgate-Palmolive-Peet Co., common
Consolidated Oil Corp., common
Davega Stores Corp., common

59, cumulative convertible preferred. . ...
Detroit ¥dison Co. (The), common. ...
Edison Brothers Stores, Inc., common...
Federated Dept. Stores, Inc., 4% % cv. pr
Firestone Tire & Rubber Co., common...
General Realty & Utilities Corp., $6 pr
General Shoe Corp., common
Gimbel Brothers, Inc., $6 cumul. pref.
Greyhound Corp. (The), 5% % conv. pref..
Hecker Products Corp., common
International Harvester Co., common.. ...
International Mining Corp., common
Jewel Tea Co., Inc., common
Kaufmann Dept. Stores, 5% cumul.
Maytag Co. (The), $6 cumul, 1st pr
National Dept. stores Cog)., 6% pref.....
Outboard Marine & Mfg. Co., common.....
Paramount Pictures, Inc., 1st preferred. ...
Plymouth Oil Co., common
Ree}/e!'e Copper & Brass, Inc., common

88

Safeway Stores, Inc., 5% cumul, pre
Shattuck (Frank G.), Co., common..
Sheaffer (W. A.) Pen Co., common.
Standard Oil Co. (Indiana), capital

Tide Water Associated Oil Co,, common..
Transamerica Corp., capital
U. 8. Leather Co. (’i‘he), 7% prior pref....
Swift & Co., capital

Warner Bros. Pictures, Inc., $3.85 cy. pref..
Wheeling Steel Corp., 6% Breferrad 29
White (S. 8.) Deatal Mftg. Co., capital 5,041

10
471,341
19

2,510
14,900
347

ref....

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 18 less than & round lot are reported with **other sales.’”
—_——————

SEC Orders New York Curb Exchange to Delist Deposit

Certificates Issued by Bondholders Committee for
Republic of Colombia Dollar Bonds

The Securities and Exchange Commission on May 15
ordered the withdrawal of the registration on the New York
Curb Exchange of the certificates of deposit issued by the
Bondholders Committee for the Republic of Colombia
dollar bonds, -effective May 25. The Bondholders Com-
mittee for the Republic of Colombia Dollar Bonds is the
issuer of certificates of deposits for:

Republic of Colombia—33 }4-yr. ext. sec. 8. f. gold bonds 6% due Jan. 1,
1961; 33 }4-yr. ext. sec. 8. f. gold bonds 6% due Oct. 1, 1961.

Department of Antioquia—20-yr. ext. sec. s. f. gold bonds, Series A, B,
C, & D, 7% due July 1, 1945; 3044 -yr. ext. sec. s. f. gold bonds, 1st, 2nd,
and 3rd Series, 7% due Oct. 1, 1957.

a Initial report. b Giving effect to cancellation of 1,700 shares and
acquisition of 200 shares. ¢ Giving effect to the cancellation of 6,300
shares and acquisition of 2,200 shares. ;i

i

Value of Commercial Paper Outstanding as Reported
by New York Federal Reserve Bank—Total of
$238,600,000 April 30 Compares with $233,100,000
March 30 ‘

The following announcement showing the total value of
commercial paper outstanding on April 30 was issued by
the Federal Reserve Bank of New York on May 16:

Reports received by this Bank from commercial paper dealers show a
total of $238,600,000 of open market, paper outstanding on April 30, 1940.

This figure compares with commerecial paper outstanding
on Marc%u30 of $233,100,000 and with $191,900,000 on
April 30, 1939. .

Tollowing we give a compilation of the monthly figures
for more than two years:
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(- 1938—
Lidy Oct. 3l.....
Sept.30.....
= Aug. 31..... 209,400,000
Apr. 30-.... 191,900,000 July 31l..... 210,700,000
Mar, 3l..... 191,200,000 | June 30..... 225,300,000

000 195,800,000 | May 31l..... 251,200,
Jan. 31..... 195,200,000|Apr. 30..... 271,400,000

. 186,000,000 et 387525 20 a0 000
Sept. 30- - 209.300,000| Dec. 31..... 186,900, 600"
Aug. 3l.-oo- 201.100,000| Nov. 30 -~ . 206,300,000

Jan, 31..... 299,300,000
* Revised.
RSSO

1939— $
July 31..... 194,200,000
June 30..... 180,700,000
May 31 .*188,000,000

$
213,100,000
212,300,000

Earnings of Member Banks of the Federal Reserve
System—Net Profit in 1939 Largest Since 1936

Member bank profits in 1939 were slightly above the aver-

. age for the preceding five years, according to Roland I.

Robinson, writing in the May issue of the Federal Reserve

“Bulletin.” Net profits, he continued, of all member banks

in that year amounted to $350,000,000 or 6.3% of total
capital accounts. ;

Mr. Robinson further said in part:

Many of the factors underlying the earnings situation of member banks
have changed a great deal in recent years. Interest rates have declined
considerable. Loan holdings, on which banks typically earn high rates,
have declared and this decrease has not been fully offset by larger investment
holdings. Yields on investment holdings are smaller, not only because
of a decline in the level of interest rates, but also because bank holdings
of investments consist more largely of Federal and local government se-
curities on which the yields are lower than-on other kinds of securities held
by banks. Banks have developed new sources of income—most notably
service charges.

The Commercial & Financial Chronicle
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Another important change in the earnings position of member banks,
which has offset a great deal of the decline in total earnings, has been a
bid decrease in the amount of interest paid on deposits. The Banking
Act of 1933 prohibited the payment of interest on demand deposits by
member banks and it gave the Board of Governors power to set maximum
rates on time deposits. Such regulation, combined with the voluntary
action of bankers in further reducing interest rates, resulted in a substantial
decrease in interest costs.

Some of these factors tend to reduce net earnings, others to increase
them, but the net result is a moderate decline.

Since the chief source of bank earnings is interest, the volume of total -
earnings depends largely on the amount of loans and investments held by
banks and on the rates received on such assets. The current volume of
member bank loans and investments is not much below that of a decade ago.
The rates of interest received, however, have declined substantially. In
1939 member banks received in the aggregate an interest income of 1.3%
on their earning assets, and in the 1935-1939 period this return averaged
around 3.2% annually, whereas in 1927-1929 the comparable average
wa‘: 51;?3 part of this decline has been due to decreases in the rates of
interest received by banks on their loans and in the yields obtained from
investment securities purchased by them. Much of the decline, however,
has been due to a shift of bank holdings from loans to investments, particu-
larly in the securities of Federal and local Governments. The rates pre-
vailing on investments are below those received by banks on their loans.

The interest income from loans received by member banks at present
averages slightly more than 4% compared with about 5% % in the 1927~
1929 period. This decline in the rates on loans, while considerable is
much less than the decline in open-market money rates.

The following tabulation of member bank earnings for the
past 13 years is taken from the May issue of the Federal
Reserve *‘Bulletin.”

EARNINGS AND EXPENSES OF ALL MEMBER BANKS OF THE FEDERAL RESERVE SYSTEM—CALENDAR YEARS 1927-1939
(Amounts in Thousands of Dollars)

Item 1927 1928 1929 1930 1931

1932

1934 1935 1936 1938 1939

1933 1937

Earnings—
Int. & discounts on loans
Interest and dividends
on investments
Collection charges, com-
misglons, fees, &c....
Foreign department....

1,562,760
472,868

1,374,130
408,420

44,662
22,913

65,956
Bervice chgs. on deposits a
Rent received. a a a

Int. on balances with
v 3‘?,318 33,178 35,799 28,682
138,112

1,349,364
472,351
50,328

25,011
80,280
a

1,072,927
480,296
38,389

25,727
75,041
a

1,254,289
458,401

164,995

851,007,
457,712

112,844

.-
560,460
444,145

31,999

552,563
480,810

32,451
11,829
96,302
45,023
83,274

963
18,050

543,705
448,136/
30,441
10,076,
89,631
50,553
83,976,

498,419
467,217

28,825

12,282

77,703

35,634
a

513,399
487,101

604,297
426,391

24,487

21,791

59,658

20,5674
a

540,014
473,701
27,043
22,531
64,822

a

a
16,750

39,415
78,456

1,207

1,681
19,471

7,705
84,888

a
71,961 19,020

a
17,836

Other current earnings.. 154,765 144,789| 120,362
2,013,570

Total current earnings 2,194,024| 2,398,993 2,157,922| 1,841,424

1,553,618

1,236,864| 1,243,873| 1,206,649| 1,270,908| 1,321,265/ 1,274,354| 1,295,856

Ezpenses—
Salaries—officers
Salarles & wages—others
Fees pald to directors &

commission members..
Interest on time deposits
Int.on Interbank depos’s
Int. on dem. dep. (excl.

interbank
Interest and discount on
borrowed money
Real estate taxes. .
Other taxes
Other current expenses.

} 420,128 440,000 463,847 451,776 412,531

b
387,284
52,935

140,691

19,136
86,367

236,435

b
450,865
72,847

225,280

22,001
113,418

268,148

b
444,636
68,131

246,493

64,265
112,476

283,872

b
439,384
75,352

234,926

48,443
113,759

261,947

b
405,711
81,642

225,685

24,514
109,778

248,261

356,557

b
301,863
34,599

246,612

135,501 142,818
216,213 229,327

b b b 6,269 6,025 7,234
231,765|  227,371| 196,490| 175,164| 174,449| 171,046
13,424 3,498 2,685 2,175 1,737 (c
42,802 12,494 9,298 7,137 4,641 d

15,178 3,637 1,230 613 576
58,028 62,278 63,080 33,970 34,162

47,175 52,031
192,082| - 212,687| 224,654

146,401
233,415

150,144
237,788

7.538
159,094
c

306,021  327,424| 334,468

97,862

38,814
67,077

287,
34,601
47,691

249,271

Total current expenses| 1,5615,704| 1,613,811| 1,683,720 1,604,335| 1,335,379

1,143,384

247,897 255,749
859,300( 849,389 832,515 890,036/ 894,755

Net current earnings..__| 497,866 580,213| 715,273 553,587| 506,045

410,234

872,114| 902,415
377,564 394,484 374,134 398,794 384,318 401,101

Recovertes, Profits on
Securities, &c.—
Recoverles on loans....
Recoverles on investm’ts
Profits on securities sold!
Otber recoverles, &c...

23,402
12,334
70,852
11,641

28,000
13,541
70,078
15,053

26,502
11,475
89,074
12,898

25,204
19,956
75,106
16,448

44,928
53,926
152,577
27,780

71,901
277,027

27,078

04,247
160,318
230,698

22,808

44,389
185,591

23,979

24,584
60,191

28,334

28,815
80,072

15,998 26,094

Total recoverles, profit

124,885,  253,939| 376,006, - 508,071| 256,168, = 279,211| 326,555

on securities, &e.._| 157,836, = 140,849 136,714, 118,229/ 126,672, 113,109

Losses & Depreciation—
On loans
On investments .. .
On banking ho
equipment.__
Other losses, &c.

104,788
147,958

136,868
48,844

338,458
336,560

121,903| 108,137

181,982| 179,666

42,097 37,983
52,083 54,403

398,065 380,179
265,464| 347,477

252,374
198,765

33,586
53,537

538,262
211,878

206,548
131,406

38,721
64,873

441,548
405,317

194,725/
109,028,

36,601
24,960

365,314
306,502

295,241
204,170

29,061
31,984

620,456/
12,261

403,272
304,961

21,370
48,627

778,230
—254,887

425,442
344,053

35,758,
53,026

858,279
—355,830

451,782
320,496

39,422
61,244

872,944
—224,501

123,745
37,284

27,172
20,492

208,693
447,009

119,290
45,293

31,832
20,779

217,194
503,868

139,588
95,465

33,171
27,240

295,473
556,514

Total losses & deprec..
Net profits
Cash Divs, Declared—

On preferred stock_e
On common stock

13,679
183,825 193,347

201,001 198,285 207,026

"17,037
183,064

25,444 14,460

161,366/ 171,420
£172,059| 186,810, 198,663

16,743,040(12,916,730|12,476,572|11,985,150|12,543,829|13,825,461113,317,373/13,365,668
-1 9,749,932(10,568,202(10,112,473(10,377,190|11,699,502|11,778,580(12,069,549|14/453,885/16,913,308|18,839,010|18,678,289|18,220,789|19,391,237
42,800,432(45,596,108|47,533,082(47,164,240|43,991,171(37,042,289(33,366,549|37,176,100|41,613,260|45,903,763|47,509,755/47,433,628|52,128,958
35,160,877|37,658,814|37,294,926(37,093,078|34,722,287|28,954,940(26,771,634(30,718,669|35,694,47540,129,630|41,582,127|41,505,482/46,134,525
Total capital accounts h| 6,152,702| 5,622,312 6,360,306 6,722,782 6,395,866| 5,660,145 4,902,319| 5,049,525| 5,118,478 5,209,486| 5,327,456/ 5,384,940/ 5,487,945

Number of banks 9,034 8,837 8,522 8,052 7,246 6,816 6,011 6,442 6,387 6,376 6,341 6,338 6,362

Note—The number of banks shown is as of the end of each calendar year. Balance sheet figures (1. e., loans, investments, assets, deposits, and capital accounts) are

?veraggs oOI Ehe2 ;mogxgs reggrted for each call date in the calendar year and the final call date in the preceding year, except that in 1933 these figures are averages of only
une 30, Oct. 25 and Dec. 30.

a Included in “‘other current earnings.” b Included partly in “salarles and wages” and partly in “‘other current expenses.” ¢ Included partly In “interest on time
deposits” and partly in *“‘other current expenses.” d Included in *‘other current expenses.” e Includes interest on capital notes and debentures. f Not available separately.
For national member banks total dividends on preferred stock were only $558,000 in 1933, compared with $10,102,000 in 1934. ¢ Revised to exclude stock dividends
declared by national banks; may include some stock dividends declared by State bank members, 1927-1933, inclusive. h The aggregate book value of capital stock, capital
notes and debentures, surplus, undivided profits, reserves for contingencies, and other capital reserves.

]fglso,zu { 15,124 27,243

£298,744| ¢317,713| 387,393 £334,966 £157,535
£8298,744| £317,713| £387,393| £366,953| £334,966

23,006,038|24,163,677(25,614,6855|25,618,222(21,732,289

8245,074| £150,804

Total deposits

dollar volume was disbursed for the buying or building of
new homes, the remainder being used for repairing, mod-
ernizing and refinancing.

Each of the first three months saw more money going out from these
institutions into home owners’ hands than their counterpart months in
any of the past nine years. The $90,368,000 loaned in March represented
an unusually early pick-up from the seasonal slump of winter months
and gave March a larger loan total than any except three of the 1939
months. .

Analysis of the March loans and the purpose for which they were made
follows :

Savings,
$228,834,000 in
Year

Getting off to an early start in their 1940 home ownership
plans, American families borrowed $228,834,000 from the
savings, building and loan associations during the first
quarter, which is 22.2% more than was borrowed during the
same period last year, the United States Savings and Loan

League said on May 11. Morton Bodfish, Chicago, Execu-

tive Vice-President of the League, said that 649 of the

Building and Loan Associations Loaned
First Quarter—22.29, Above Last
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Est'd Loans Made
By All Associations
1in the United States

$26,711,000
4,657,000
32,168,000
16,769,000
10,063,000

$90,368,000
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Assets and Deposits of National Banks on March 26 at
Record Figure—Comptroller of Currency Delano
Reports Total Assets at $35,736,657,000, Increase
of $417,400,000 Over Dec. 30, 1939—Deposits In-
creased $383,276,000 in Quarter to $31,996,268,000

Comptroller of the Currency Preston Delano announced
May 16 that the total assets of the 5,184 active national
banks in the continental United States, Alaska, Hawaii,
and the Virgin Islands of the United States on March 26,
1940, the date of the last call for condition reports, amounted
to $35,736,757,000. This total, which is the highest amount
ever reported in the history of the national banking system,
represents an increase of $417,400,000 over the amount
reported by the 5,193 active banks on Dec. 30, 1939, the
date of the previous call, and an increase of $3,892,261,000
over the amount reported by the -5,218 active banks on
March 29, 1939, the date of the corresponding call a year
ago. In announcing the position of all National banks
Comptroller Delano further said: :

The deposits on March 26, 1940, aggregated $31,996,268,000 and were
higher than on any previous call date, exceeding by $383,276,000 and
$3,827,017,000 the deposits as of Dec. 30, 1939, and March 29, 1939,
respectively. Deposits on the recent call date consisted of demand and
time deposits of individuals, partnerships, and corporations of $15,136,~
162,000 and $7,792,009,000, respectively, United States Government
deposits of $547,517,000, deposits of States and political subdivisions of
$2,138,403,000, postal savings of 24,736,000, certified and cashiér’s checks,
cash letters of credit and travelers’ checks outstanding of $326,352,000,
and deposits of domestic and foreign banks of $6,031,089,000.

Loans and discounts, including overdrafts, were $9,060,292,000, an
increase of $16,660,000 since December, 1939 and an increase of $591,812,~
000 since March, 1939."

Investments in United States Government obligations, direct and fully
guaranteed, aggregating $8,971,266,000 were $102,669,000 less than in
December, but $397,482,000 more than the amount held a year ago. The
direct and indirect obligations held on March 26, 1940, were $7,079,569,000
and $1,891,697,000, respectively. Other bonds, stocks, and securities held
totaling $3,816,172,000, which included obligations of States and political
subdivisions of $1,920,115,000, increased $78,531,000 since December and
$34,660,000 in the year.

Cash of $627,748,000, balances with other banks, including cash items
in process of collection, of $5,359,942,000, and reserve with Federal Reserve
banks of $6,948,128,000, a toval of $12,935,818,000, increased $432,205,000
and $2,921,052,000 in the three and twelve month periods, respectively.

Bills payable, rediscounts, and other liabilities for borrowed money
aggregating $1,794,000 decreased $1,088,000 and $4,186,000 in the three
and twelve month periods.

The unimpaired capital stock on March 26, 1940, was $1,524,973,000,
comprising $200,824,000 of preferred stock and $1,324,149,000 of common
stock. Surplus of $1,225,648,000 undivided profits of $475,013,000, and
reserves of $211,857,000, a votal of $1,912,518,000, increased $40,303,000
since December and $116,652,000 since March 1939.

The percentage of loans and discounts to total deposits on March 26,
1940, was 28.32, in comparison with 28.61 on Dec. 30, 1939, and 30.06
on March 29, 1939.

—_— i
New Offering of $100,000, or Thereabouts, of 91-Day
Treasury Bills—To Be Dated May 22, 1940

Secretary of the Treasury Morgenthau announced May 17
that tenders are invited to a new offering of 91-day Treas-
ury bills to the amount of $100,000,000, or thereabouts, to
be sold on a discount basis to the highest bidders. Ten-
ders will be received at the Federal Reserve banks and the
branches thereof up to 2 p. m. (EST) May 20, but will not
be received at the Treasury Department, Washington. The
Treasury bills will be dated May 22, 1940, and will mature
on Aug. 21, 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 May 22, in
amount of $100,836,000. In his announcement of the offer-
ing Secretary Morgenthau also said: a

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). s

No tender for an amount less than $1,000 will be considexed. 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,
Fractions 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 109 of the face amount of Treasury bills applied for, unless the ten-
ders 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 May 20,
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
acceptable prices will follow as soon as possible thereafter, probably on the
following 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 submitting tenders will be advised of the acceptance or rejec-
tion thereof. Payment at the price offered for Treasury bills allotted must
be made at the Federal Reserve banks in cash or other immediately avail-
able funds on May 22, 1940.

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
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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 purpose
of any tax now or hereafter imposed by the' United States or any of its
possessions,

Treasury Department Circular No. 418, as amended, and this notice
prescribe the terms of the Treasury bills and govern the conditions of their
issue.

PR S

$1,636,100 of Government Securities Sold by Treasury
During April

Market transactions in Government securities for Treas-
ury investment accounts in April, 1940, resulted in net
sales of $1,636,100, Secretary Morgenthau announced
May 15. This figure compares with net sales in March of
$5,700,000.

The following tabulation shows the Treasury’s transac-
tions in Government securities, by months, since March,

$4,899,250 sold
783,500 purchased
1,151,600 purchased

3,905,650 sold
.. 38,481,000 purchased
-- 1,044,000 purchased
o 360,000 purchased
6,469,750 purchased

1,648,000 purchased
72,500 purchased
12,500,000 sold *
-- 37,064,700 sold

——pn

Tenders of $218,779,000 Received to Offering of $100,-
000,000 of 91-Day Treasury Bills—$100,028,000
Accepted at Average Price of 0.016%

Secretary of the Treasury Morgenthau announced on
May 13 that the tenders to the offering last week of $100,-
000,000, or thereabouts, of 91.day Treasury bills totaled
$218,779,000, of which $100,028,000 was accepted at an
average rate of 0.016%.

The Treasury bills are dated May 15 and will mature on
Aug. 14, 1940. Reference to the offering appeared in our
issue of May 11, page 2971.

The following regarding the accepted bids of the offering
is from Secretary Morgenthau’s announcement of May 13:
Total applied for $218,779,000
Total accepted. - 100,028,000
TRange of accepted bids:

High 00.
Low - 99.994 equivalent rate approximately 0.024%

Average price 99.996 equivalent rate approximately 0.016%
(73%, of the amount bid for at the low price was accepted.

—pee

President Roosevelt Cables Sympathy to King of
Belgium Account German Invasion—King Leopold
Had Asked for Moral Support

Responding to a piea made by King Leopold III of Bel-
gium for his moral support in resisting the German inva.-
sion of Belgium, President Roosevelt cabled on May 11
that the German aggression against the Low Countries had
“shocked and angered the people of the United States.” He
expressed the hope that the Belgians would succeed in pre-
serving their freedom. Following are the message of King
Leopold and Mr, Roosevelt’s reply. King Leopold’s mes-
sage read: ;

Brutally attacked by Germany, which had entered into the most solemn
engagements with her, Belgium will defend herself with all of her strength
against the invader. In these tragic hours which my country is under-
going, I am addressing myself to Your Excellency, who so often’ has
demonstrated toward Belgium an affectionate interest, in the certainty
that you will support with all your moral authority the efforts which we
are now firmly decided to make in order to preserve our independence.

President Roosevelt’s reply said:

I have refeived your Majesty's telegram. As I stated in an address
which I delivered last night to representatives of the 21 American repub-
lics, the cruel invasion by force of arms of the independent nations of
Belgium, Netherlands and Luxembourg has shocked and angered the people
of the United States and, I feel sure, their neighbors in the Western
Hemisphere. *

The people of the United States hope, as do I, that policies which seck
to dominate peaceful and independent peoples through force and military
aggression may be arrested, and that the Government and people of Belgium
may preserve their integrity and their freedom. As an old personal

- friend, I send you my warm personal regards.

The address to representatives of 21 American republics
made by President Roosevelt is given elsewhere in today’s

issue.
—————

President Roosevelt Sees Danger to Americas in Accept-
ance of Principal of Agression Abroad—Addresses
Pan American Scientific Congress .

President Roosevelt, addressing the Pan-American Scien-
tifie Congress, on May 10, deplored the invasion by Ger-
many of the Low Countries of Europe. He said “a con-
tinuance of these prophecies of arms” challenges the con-
tinuance of the kind of civilization to which the Americas
are accustomed. He declared the Western Hemisphere
accepted the gifts of scientific achievement as instruments
of creation and not destruction, but questioned “whether
the nations of the Americas can continue constructively if

the rest of the world embraces a different philosophy. e

said, while he is a pacifist, he would act by every means
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‘to defend American freedom, and believed the other Amer-
ican republics would do the same. ]

The text of President Roosevelt’s address to the eighth
American Scientific Congress follows:

Fellow Servants of the Americas:

All of the men and women of this Pan-American Scientific Congress
have come here tonight with heavy hearts. During the past few years we
have seen event follow event, each and every one of them a shock to our
hopes for the peaceful development of modern civilization. This very day
three more independent nations have been cruelly invaded by force of arms.

In some human affairs the mind of man grows accustomed to unusual
actions if they are oft repeated. ~This is not so in the world happenings
of today—and I am proud that it is not so. I am glad that we are
shocked and angered by the tragic news from Belgium and the Netherlands
and Luxembourg,

The overwhelmingly greater part of the population of the world abhors
conquest and war and bloodshed—prays that the hand of neighbor shall
not be lifted against neighbor. The whole world has seen attack follow
threat on so many occasions and in go many places during these later years.
We have come, therefore, to the reluctant conclusion that a continuance
of these processes of arms presents a definite challenge to the continuation
of the type of civilization to which all of us in the three 'Americas have
been accustomed.

I use this Pan-American Scientific Congress as one of many similar
{llustrations, It is no accident that this meeting takes place in the New
World, In fact, this hemisphere is now almost the only part of the earth
in which such a gathering can take place. Elsewhere war or politics has
compelled teachers and scholars to leave their great calling and to become
agents of destruction.

We, and most people in the world, believe in a civilization of construe-
tion and not of destruction. We, and most people in the world, believe
that men and women have an inherent right to hew out the patterns of
their own individual lives, just so long as they as individuals do not harm
their fellow beings. We call this by many synonymous terms—individual
-liberty, civil liberty, democracy. }

Until now we permit ourselves by common consent to search for truth,
to teach the truth as we see it—and by learning a little here and a little
there, and teaching & little here and a little there to allow the normal
processes of truth to keep growing for the well-being of our fellow men.
In our search and in our teaching we are a part of a great adventure—an
exciting adventure—which gives to us a larger satisfaction ‘even than did
the adventure of settling the Americas give to our Founding Fathers. We
feel that we are building human progress by conquering disease and poverty
and discomfort, and by improving science and culture, removing one by
one the cruelty, the crudity and the barbarism of less civilized eras.

In contrast, in other parts of the world, teachers and scholars are not
permitted to search for truth lest the truth, when made known, might not
suit the designs of their masters. Too often they are not allowed to teach
the truth as they see it, for truth might make them free, They become
objects of suspicion if they speak openly, if they show an interest in mew
truth, for their very tongues and minds are supposed to be mobilized for
other ends.

This has not happened in the New World. God willing, it shall not
happen in the New World. ‘

At the Pan-American Conference at Buenos Aires, and again at Lima,
we discussed a dim and unpleasant possibility, We feared that other conti-
nents might become so involved in wars brought on by the school of
destruction that the Americas might have to become the guardian of
Western culture, the protector of Christian civilization.

In these days it was merely a fear, Today the fear has become a fact.

The inheritance which we had hoped to share with every nation in the
world is, for the moment, left largely in our keeping; and it is our com-
pelling duty to guard and enrich that legacy, to preserve it for a world
which must be reborn from the ashes of the present disaster.

Today we know that until recent weeks too many citizens of the Amer-
jean republics believed themselves wholly safe—physically, and economi-
cally, and socially—from the impact of the attacks on civilization which
are in progress elsewhere. Perhaps this mistaken idea was based on the
false teaching of geography—the thought that a distance of several thou-
sand miles from a war-torn Europe gave to us some form of mystic im-
munity which could never be violated.

Yet, speaking in terms of time-tables, in terms of the moving of men
and guns and planes and bombs, every acre—every hectare—of the Amer-
icas from the Arctic to the Antarctic is closer to the homes of modern
-conquerors and the scenes of attacks in Europe than was the case in
historic efforts to dominate the world in by-gone centuries. From the
point of view of conquests, it is a shorter distance from the center of
Europe to Santiago de Chile than it was for the chariots of Alexander to
roll from Macedonia to Persia. In modern terms it is a shorter distance
from Europe to San Francisco than it was for the ships and legions of
Caesar to move from. Rome to Spain or Britain. - Todhy it is four
or five hours from the continent of Africa to the continent of South
America, where it was four or five weeks for the armies of Napoleon to
move from Paris to Rome or Paris to Poland.

You who are scientists may be told that you are resgonsible because of
the processes of invention for the annihilation of time and space, but I
assure you that it is not the scientists of the world who are responsible,
becayse the objectives which you have had have looked toward closer and
more peaceful relations between all nations through the spirit of coopera-
tion and the interchange of knowledge. What has come about has been

" caused solely by those who would use, and are using, your inventions of
peace in a wholly different cause—those who seek to dominate hundreds
of millions of people in vast continental areas—those who, if successful in
that aim will, we must now admit, enlarge their wild dream to encompass

. every human being and every mile of the earth’s surface.

The great achievements of science and even of art can be used to destroy
as well as create; they are only instruments by which men try to do the
things they most want to do. If death is desired, science can do that.
If a full life is sought, science can do that also. Happily for us that
question is solved—for in the New World we live for each other and in
the service of a Christian faith.

Is this solution—our solution—permanent or safe if it is solved for us

alone? That, it seems to me, is the most immediate issue that the Amer-

icas face. Can we continue our peaceful construction if all the other
continents embrace by preference or by compulsion a wholly different
principle of life?

Surely it is time for our republics to spread that problem before us
in the cold light of day, to analyze it, to ask questions, to demand answers,
to use every knowledge, every science we possess, to apply common sense,
and especially to act with unanimity and singleness of purpose,

I am a pacifist. You, my fellow citizens of 21 American republics,
are pacifists.
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But I believe that by overwhelming majorities you and I, in the long
run and if it be necessary, will act together to protect and defend by
every meang our science, our culture, our freedom, and our civilization,

’ B

President Roosevelt Designates May 19 as “l Am An
res,lA;erican Day’’—Urges Recognition of All Who
Have Attained Status of Citizenship

President Roosevelt recently issued a proclamation desig-
nating tomorrow (May 19) as “I Am An American Day,”
and urzed that it be observed “as a public occasion in
recognition of our citizens who have attained their majority
or who have been naturalized within the past year.” The
text of the proclamation follows:

By the President of the United States of America

A PROCLAMATION

Whereas, the preamble to Public Resolution, Seventy-sixth Congress,
Third Session, approved May 8, 1940, recites:

“Whereas some 2,000,000 young men and women in the United States
each year reach the age of 21 years; and

“Whereas it. is desirable that the sovereign citizens of our Nation be
prepared for the responsibilities and impressed with the significance of
their status in our self-governing republic” ;

And whereas the said public resolution provides:

“That the third Sunday in May each year be, and hereby is, set aside
as Citizenship Day, and that the President of the United States is hereby
authorized and Tequested to issue annually a proclamation setting aside
that day as a public occasion for the recognition of all who, by coming of
age or naturalization, have attained the status of citizenship, and the day
shall be designated as ‘I Am An American Day.’
 “That the civil and educational authorities of States, counties, cities,
and towns be, and they are hereby, urged to make plans for the proper
observance of this day and for the full instruction of future citizens in
their rtesponsibilities and opportunities as citizens of the United States
and of the States and localities in which they reside.

“Nothing herein skall be construed as changing, or attempting to change,
the time or mode of any of the many altogether commendable observances
of similar nature now being held from time to time, or periodically, but
to the contrary, such practices are hereby praised and encouraged.

“Sgc. 2. Either at the time of the rendition of the decree of naturaliza-
tion or at such other time as the judge may fix, the judge or someone
designated by bim shall address the newly naturalized citizen upon the
form and genius of our Government and the privileges and responsibilities
of citizenship, it being the intent and purpose of this section to enlist
the aid of the judiciary, in cooperation with civil and educational authori-
ties, and patriotic organizations in a continuous effort to dignify and
emphasize the significance of citizenship.” i

Now, therefore, I, Franklin D. Roosevelt, President of the United States
of America, pursuant to the aforesaid public resolution, hereby designate
Sunday, May 19, 1940, as “I Am An American Day,” and I urge that
the day be observed as a public. occasion in recognition of our citizens
who have attained their majority or who have been naturalized within
the past year.

In witness whereof, I have hereunto set my hand and caused the geal
of the United States of America to be affixed,

Done at the City of Washington this third day of May, 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.

FRANELIN D. ROOSEVELT.

[SEAL]

By the President:
SUMNER WELLES, Acting Secretary of State.
—— e

President Roosevelt Sends Note to Premier Mussolini—
Said to Urge Italy to Remain at Peace

It was unofficially known in Washington on May 15 that
President Roosevelt had that day sent a message to Premier
Benito Mussolini of Italy, which was understood to urge that
Italy continue her neutrality. State Department officials
would not reveal the contents of the message, nor would
they officially admit that any such message had been sent.

. Press reports of May 16 from Rome said that it was offi-
cially acknowledged there that a note from President Roose-
velt had been received by Premier Mussolini but no mention
‘was made of its contents.

SEETE R SO A,

President Roosevelt to Cancel Tour of Country—Had
Planned to Visit South and West in June

P President Roosevelt announced yesterday (May 17) that
his planned tour of the country in June would probably be
cancelled. Mr. Roosevelt said that European developments
and the National defense program would keep him close to
Washington. The President had expected to leave for a
21-day tour about a week after Congress adjourned to visit
the South and Far West.

Plans for the trip were reported in these columns of April

27, page 2649.
————me

President Roosevelt Asks Congress for $1,182,000,000
Additional Defense  Appropriation—Suggests
- Nation Should Have 50,000 War Planes—Advocates
Productive Capacity of 50,000 Planes a Year—
Message Delivered in Person
President Roosevelt delivered before a joint session of
Congress, May 16, a national defense message in which he
asked for additional appropriations totaling $1,182,000,000
for the Army and Navy. He said we should plan a program
that would provide the nation with 50,000 war planes and
said he would like to see the country with eapacity to produce
planes at the rate of 50,000 a year.
The President drew illustrations from the current conduct
of the Europear war and said “that the possibility of attack
on vital .American zones ought to make it esseantial that we
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have the physical. the ready ability to meet those attacks
and to prevent them from reaching their objectives.”

The President divided the total amount of funds requested
into $896,000,000 as an immediate appropriation and $286.-
000,000 for making future contract obigations. In each
classification he asked for $100,000,000 to be spent at his
own discretion. The President did not say whether addi-
tional taxes should be levied to meet the new appropriatiov
or if he thought the national debt limit should be increased.

Four primary purposes for the appropriation were given
by Mr. Roosevelt, as follows:

First, to procure the essential equipment of all kinds for a large and
thoroughly rounded-out Army; . -

Second, to replace or modernize all old Army and Navy equipment
with the latest type of equipment;

Third, to increase production facilities for everything needed for the
Army and Navy for national defense.. 'We require the ability to turn out
quickly infinitely greater supplies;

Fourth, to speed up to a 24-hour basis all existing Army and Navy con-
tracts and all new contracts to be awarded. !

According to press advices Mr. Roosevelt “inadyertently”
omitted to read the fourth primary purpose in delivering his
message before Congress, but the samgraph was not deleted
from copies of his speech releassd by the White House to
the press. . ,

Concerning the reception accorded Mr. Roosevelt when
he appeared in Congress, New York “Times” Washington
advices of May 16 said in part:

Rarely, if ever before, has Mr. Roosevelt received such an ovation as
that which greeted his appearance before the joint session of Congress.
Without waiting for the President to be presented formally by Speaker
Bankhead, the legislators, with party affiliations ignored, sprang to their
feet and began applauding wildiy in what could only be interpreted as a
demonstration of national unity in a time of international crisis.

The grave defense message, delivered in a tone of seriousness and emphasiz-
ing repeatedly the need for preparedness with all possible speed against the
techniques of mechanized total war, was seemingly welcomed by the Senate
and House. The only semblance of criticism that was raised immediately
was directed at what some Republican members in the House termed a
“blank check,” a request for $200,000,000 for emergencies and contract
obligations. There was little doubt that the appropriations and authoriza-
tions would be approved with the dispatch the President requested.

Legislative leaders on both sides of the Capitol, before the close of business
for the day, perfected plans for completing congressional action on the
President’s proposals before the end of next week. In the Senate, leaders
planned to include the proposed military and naval items in the pending
Army and Navy Departments supply bills. In the House, leaders promised
appropriate.committee action on the items early next week, their chamber
having passed appropriation measures carrying $963,000,000 for the Navy
and $785,000,000 for the Army.

The President’s message as released by the White Hous
is as follows:

To the Congress of the United States:

These are ominous days—days whose swift and shocking developments
force every neutral nation to look to its defenses in the light of new factors.
The brutal force of modern offensive war has been loosed in all its horror.

New powers of destruction, incredibly swift and deadly, have been de-
veloped ; and those who wield them are ruthless and daring.

No old defense is so strong that it requires no further strengthening
and no attack is so unlikely or impossible that it may be ignored.

Let us examine, without self-deception, the dangers which confront us.
Let us measure our strength and our defense without self-delusion.

The clear fact is that the American people must recast their thinking
about national protection.

Motorized armies can now sweep through enemy territories at the rate
of 200 miles a day. ;

Parachute troops are dropped from airplanes in large numbers behind
enemy lines, Troops are landed from planes in open fields, on wide high-
ways, and at local civil airports.

We have seen the treacherous use of the “fifth column’ by which per-
sons supposed to be peaceful visitors were actually a part of an enemy unit
of occupation, Lightning attacks, capable of destroying airplane factories
and munition works hundreds of miles behind the lines, are part of the new
technic of modern war. :

The elements of surprise which has ever been an important tactic in
warfare has become the more dangerous because of the amazing speed with
which modern equipment can reach and attack the enemy’s country.

Our own vital interests are widespread. More than ever the protection
of the whole American hemisphere against invasion or control or domination
by non-American nations has the united support of the 21 American repub-
lics, including the United States.. More than ever this protection calls for
ready-at-hand weapons capable of great mobility because of the potential
speed of modern attack, i

The Atlantic and Pacific oceans were reasonably adequate defensive bar-
riers when fleets under sail could move at an average speed of five miles
an hour. Even then by a sudden foray it was possible for an opponent
actually to burn our National Capitol. Later the oceans still gave strength
to our defense when fleets and convoys propelled by steam could sail the
oceans at 15 or 20 miles an hour,

But the new element—air navigation—steps up the speed of possible
attack to 200 to 300 miles an hour.

Furthermore, it brings the new possibilities of the use of nearer bases
from which an attack or attacks on the American continents could be made.
From the fiords of Greenland it is four hours by air to Newfoundland;
five hours to Nova Scotia, New Brunswick and Quebec, and only six hours to
New England.

The Azores are only 2,000 miles from parts of our Eastern seaboards,
and if Bermuda fell into hostile hands it is a matter of less than three
hours for modern bombers to reach our shores.

From a base in the euter West Indies the coast of Florida could be
reached in 200 minutes.

The islands off the west coast of Africa are only 1,500 miles from Brazil.
Modern planes starting from the Cape Verde Islands can be over Brazil in
seven hours.

And Para, Brazil, is but four flying hours to Caracas, Venezuela, but
two and a half hours to Cuba and the Canal Zone; and Cuba and the
Canal Zone are two and a quarter houre to Tampico, Mexico; and Tampico
is two and a quarter hours to St. Louis, Kansas City and Omaha,
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On the other side of the continent, Alaska, with a white population of
cnly 30,000 people, is within four or five hours of flying distance to Van-
couver, Seattle, Tacoma and Portland. The islands of the Southern Pacific
are not too far removed from the west coast of South America to prevent
them from becoming bases of enormous strategic advantages to attacking
forces.

Surely, the developments of the past few weeks have made it clear to all
of our citizens that the possibility of attack on vital American zones ought
to make it essential that we have the physical, the ready ability to meet
those attacks and to prevent them from reaching their objectives.

This means military implements—not on paper—which are ready and
available to meet any. lightning offensive against our American interest,
It means also that facilities for production must be ready to turn out
munitions and equipment at top speed. .

We have had the lesson before us over and over again—nations that
were not ready and were unable to get ready found themselves overrun by
the enemy. So-called impregnable fortifications no longer exist. ‘A defense
which allows an enemy to consolidate his approach without hindrance will
lose. A defense which makes no effective effort to destroy the lines of °
supplies and communications of the enemy will lose.

An effective defense by its very nature requires the equipment to attack
an aggressor on his route before he can establish strong bases within the
territory of American vital interests.

Loose talking and thinking on the part of some may give the false
impression that our own Army and Navy are not first-rate, or that money
has been wasted on them.

Nothing could be further from the truth.

In recent years the defensive power of our army, navy and marine
corps has been very greatly improved.

The navy is stronger today than at any time in the nation’s history.
Today also a large program of new construction is well under way. Ship
for ship, ours are equal to, or better than the vessels of any foreign Power.
. The army likewise is at its greatest peace-time strength. Its equipment
in quality and quantity has been greatly increased and improved.

The National Guard and the reserve stremgth of the two services are
better equipped and better prepared than during any other peace-time
period.

On the other side of the picture we must visualize the outstanding fact
that since the first day of September, 1939, every week that has passed
has brought new lessons learned from actual combat on land and sea.

I cite examples. Where naval ships have operated without adequate
protection by defending aireraft, their vulnerability to air attack has in-
creased. All nations are hard at work studying the need of additional
anti-aircraft protection. :

Several months ago the use of a new type of magnetic mine made many
unthinking people believe that all surface ships were doomed. Within a few
weeks a successful defensive device against these mines was placed in opera-
tion; and it is a fact that the sinkings of merchant ships by torpedo, by
mine or by airplane are definitely much lower than during the similar
period in 1915, ) ;

Combat conditions have changed even more rapidly in the air. With
the amazing progress in the design of planes and engines, the airplane of
a year ago is out-of-date now. It is too slow, it is improperly protected,
it is too weak in gun power, ’

In types of planes, we are not behind the other nations of the world.
Many of the planes of the belligerent Powers are at this moment not of
the latest models. But one belligerent Power not only has many more
pianes than all their opponents combined, but also appears to have a weekly
production capacity at the moment that is far greater than that of their
opponents. ’

From the point of view of our own defense, therefore, great additional
production capacity is our principal air requisite.

For the permanent record, I ask the Congress not to take any action
which would in any way hamper or delay the delivery of American-made
planes to foreign nations which have ordered them, or seek to purchase
more planes. That, from the point of view of our own national defense,
would be extremely shortsighted.

During the past year American production ecapacity for war planes,
including engines, has risen from approximately 6,000 planes a year to
more than double that number, due in greater part to the placing of foreign
orders. ;

Our immediate problem is to superimpose on this production ecapacity
a greatly increased additional production capacity. I should like to see this
nation geared up to the ability to turn out at least 50,000 planes a year.
Furthermore, I believe that this Nation should plan at this time a
program that would provide us with 50,000 military and naval planes,

The ground forces of the army require the immediate speeding up of
last winter’s program to procure equipment of all kinds, including motor
transport and artillery, including anti-aireraft guns and full ammunition
supplies. It had been planned to spread these requirements over the next
tkree or four years. We should fill them at once.

At this time I am asking the immediate appropriation by the Congress
of a large sum of money for four primary purposes:

First, to procure the essential equipment of all kinds for a larger and
thoroughly rounded-out army ;

Second, to replace or modernize all old army and navy equipment with
the latest type of equipment ;

Third, to increase production facilities for everything needed for the
army and navy for national defense, We require the ability to turn out
quickly infinitely greater supplies;

Fourth, to speed up to a 24-hour basis all existing army and navy con-
tracts, and all new contracts to be awarded.

I ask for an immediate appropriation of $896,000,000, divided approxi-

mately as follows:

1. For the army, $546,000,000.

2. For the navy and Marine Corps, $250,000,000.

3. To the President to provide for emergencies affecting the national
security and defense, $100,000,000.

In addition to ‘the above sum, I ask for authorization for the army,
navy and Marine Corps to make contract obligations in the further sum of
$186,000,000. ‘

And to the President an additional authorization to make contract obli-
gations for. $100,000,000. .

The total of authorization is, therefore, $286,000,000. ;

It is my belief that a large part of the requested appropriation of
$100,000,000, and the requested authorization of $100,000,000 to the Presi-
dent will be used principally for the increasé of production of airplanes,
anti-aircraft guns and the training of additional personnel for these weap-
ons. This would be in addition to the direct estimates for these purposes
in the other items requested.

The proposed details of the appropriations and authorizations asked for
will be given to the committees of the Congress.

These estimates do not, of course, duplicate any item now in the pend-
ing war and navy appropriation bills for the year 1941, Nor do they include
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stpplemental or deficiency estimates which may become necessary, by reason

of pending legislation or shortage of funds under existing programs.

There are some who say that democracy cannot cope with the new tech-
niques of government developed in recent years by a few countries—by a
few countries which deny the freedoms which we maintain are essential to
our democratic way of life. This I reject.

I know that our trained officers and men know more about fighting and
the weapons and equipment needed for fighting than any of us laymen,
and I have confidence in them.

I know that to cope with present dangers we must be strong in heart
and hand ; strong in our faith; strong in faith in our way of living. .

1, too, pray for peace—that the ways of aggression and force may be.
banished from the earth—but I am determined to face the fact realistically
that this nation requires a toughness of moral and physical fiber, = Those
qualities, I am convinced, the American people hold to a high degree.

Our task e plain. The road we must take is clearly indicated. Our
defenses must be invulnerable, our security absolute. . But our defense as it
was yesterday, or even as it is today, does not provide security against
potential developments and dangers of the future. 4

Defense cannot be static. Defense must grow and change from day to
day.  Defense must be dynamic and flexible, an expression of the vital
forces of the nation and of its resolute will to meet whatever challenge the
future may hold. For these reasons, I meed hardly assure you that after
the adjournment of this session of the Congress I will not hesitate to call
the Congress into special session if at any time the situation of the national
defense requires it. The Congress and the Chief Executive constitute a
team where the defense of the land is concerned.

Our ideal, our objective is still peace—peace at home and peace abroad.
Nevertheless, we stand ready not only to spend millions for defense but to
give our service and even our lives for the maintenance of our American
liberties.

Our sccurity is not a matter of weapons alone, The arm that wields
them must be strong, the eye that guides them clear, the will that directs
them indomitable,

These are the characteristics of a free people, a people devoted to the
institutions they themselves have built, a people willing to defend a way
of life that is precious to them all, a people who put their faith in God.

FRANEKLIN D. ROOSEVELT.

The White House, May 16, 1940. ;

————

President Roosevelt Signs Measure Making Maritime
Commission’s Laid-Up Fleet Available for Sale or
Charter

President Roosevelt on May 15 signed the resolution free-
ing 116 Government-owned ships over 20 years old from the
Maritime Commission’s laid-up fleet and permit their oper-
ation in the intercoastal or foreign trade. This measure
restores to the Maritime Commission during the European
war its discretionary authority to sell, charter or otherwise
dispose of its old vessels for commercial operation. Passage
of the bill by Congress was reported in these columns of
May 11, page 2974.

—_———

President. Roosevelt Signs Bills Providing Funds for
Federal Participation in New York and San Fran-
cisco Fairs

President Roosevelt on May 15 signed resolutions au-
thorizing funds to continue Federal participation this year
in the World’s Fair at New York and the Golden Gate
International Exposition at San Francisco. One resolution
authorized the appropriation of $250,000 for participation in
the Golden Gate International Exposition. The other au-
thorized the appropriation of $275,000 for participation in
the New York World’s Fair. The House passed the measures
on May 10 and the Senate concurred in this action on May 13.

—_————

Senate Passed Bill for Promotion of Ar'my Officers

The Senate on May 16 passed a bill revising the system
of promoting Army officers and sent it back to the House,
which had previously passed it, for concurrence in Senate
amendments. Passage of the bill by the House was reported
in our April 27 issue, page 2651. Regarding Senate action,

a Washington dispatch of May 16 to the New York ““Times”
said:

" The major change in current procedure would be to reduce in many cases
the arbitrary age limit at which officers must retire. The maximum age
now is 64 years.

Under this bill all brigadier generals who shall be 62 years old on June 30,
1942, and those of lesser rank who are 60 will be retired, except those
brigadier generals whose names then are on the promotion list for advance-
ment to posts carrying the rank of major general or of temorary general.

To the Secretary of War would be granted authority to exempt a limited
number of colonels. The exempted brigadier generals necessarily must be
retired at the age of 64. The exempted colonels may serve until they
become 62.

The bill carriers a number of inducements for senior Army officers to
retire and make way for promotions of younger men. One provision would
permit officers with 28 years or more of service, who have failed to reach
the grade of colonel, to retire with pay computed on the grade of a colonel
with the same length of service.

It stipulates that ‘“‘each promotion list officer shall be assumed to have,
for retirement purposes; at least the same length of continuous commissioned
service in the regular Army as any officer junior to him on the promotion
list.” i

The Senate adopted the bill after agreeing to a series of amendments
designed to make its provisions more flexible. These were introduced by
Senator Johnson of Colorado and were approved without dissent.

—_———————
Senate Votes Against Resolution Invalidating Re-
organization Plan IV—Refuses to Sustain House
‘Action

President Roosevelts Reorganization Plan IV was saved
from defeat May 14, when the Senate voted 46 to 34 against
a resolution invalidating it. The House had approved the
resolution May 8 but it required Senate approval to become
effective; unless disapproved by Congress, plans proposed
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under the Reorganization Act of 1939, become effective
60 days after submission to Congress. Plan number IV,
which was introduced May 11, met opposition from those
who saw in it’s provision transferring the Civil Aeronautics
Authority to the Department of Commerce, the end of that
agenecies independence. . .

House action on the plan was reported in our issue of
May 11, page 2974.

Bill Embodying Changes in Securities Act and Bank-
ruptcy Act Advocated by I. B. A. Introduced by
Senator Brown

A bill, drafted by the Investment Bankers Assn., pro-
posing amendments to the Federal Securities Act of 1933
and the National Bankruptey Act, was introduced May 14
in the Senate by Senator Prentiss M. Brown and referred
two days later to the Senate Banking and Currency Com-
mittee. Since the Committee has before it several other
bills to consider, it is regarded as doubtful that it can dispose
of the Brown bill at the current session. Mr. Brown said
the bill was designed to improve relations between the
Securities and Exchange Commission and investment bank-
ers and he asked that it be submitted to the SEC and other
interested departments and agencies of the Government for
examination.

Advices from Washington May 16, to the New York
“Herald Tribune’’ added:

The Securities and Exchange Commission, which has not commented on
the Brown bill, is likely to ask for considerable time, at hearings which the
Banking Committee may schedule to present its side of the question. Al-
though official comment is lacking, there is no doubt that SEC may oppose
certain changes which the Brown bill proposes. »

Granting that the SEC and the I. B. A. adopt the round-table procedure
of discussion on the bill, and agreement is reached on major points of the
Brown measure, it is not likely that Congress will find time to take up
Securities Act revision now. the Defense bill is of paramount importance,
and, secondly, legislators are anxious for an early adjournment because of
the conventions. The SEC has been studying proposals included in the

Brown bill for some time.
—_—

Senate Subcommittee Approves Part of Glass Bill but
Votes Down Sections Opposed by Secretary Mor-
genthau and Favored by Jesse Jones—House
Committee Holds Hearings on Steagall Bill—Jesse
Jones Questions Value of Government Bonds

A Senate banking and eurrency subcommittee on May 14
approved provisions of the proposed Glass bill increasing
available Reconstruction Finance Corporation funds for
railroad loans by $150,000,000 and allowing the RFC to
purchase stock of the Federal Home Loan Banks, so as to
permit the Treasury to recapture $300,000,000 invested in
the banks. Two provisions of the bill to which Secretary
of the Treasury Henry Morgenthau Jr. objected were voted
down by the subeommittee. These parts of the bill were:

(1) That section which would give the Federal Loan Administrator equal
powers with the Treasury in approving or disapproving purchases of pre-
ferred bank stocks; (2) extension of the maturity of national bank real
estate loans from ten to 15 years, and amortization of the principal of loans
over a longer period.

The Steagall bill, counterpart in the House of the Glass
bill, was considered by the House Banking and Currency
Committee on May 15. Treasury representatives appeared
before the Committee to explain the Departments objections’
to the bill. Concerning the testimony Washington advices
of May 15 to the New York “Herald Tribune” said:

When the Committee resumed hearings, Representative Henry B.
Steagall, Democrat, of Alabama, and Chairman of the Committee, called
on Edward H. Foley Jr., Treasury General Counsel to testify.

Mr. Foley read from a letter‘which Secretary Morgenthau had addressed
to Mr. Steagall, outiining his opposition to those provisions of the bill dealing
with the change in power over bank stocks, and liberalization of real estate
mortgage loans, However, the Secretary is in accord with those sections
of the bill, which would turn over to the Treasury $300,000,000, and add
another $150,000,000 for railroad loans by the RFC,

The next witness, Comptroller of the Currency Preston Delano, said
Mr. Morgenthau as ‘‘the chief fiscal officer of the governmeat” should have
the exclusive right to rule on RFC bank stock loans. 'Mr. Foley declared
that although the change sought by Mr. Jones might not have a ‘“‘material
effect,” is would *‘remove the element of control the Secretary now enjoys.”

Both witnesses criticized the proposed increase in Mr, Jones's authority
on the grounds the Comptroller ‘‘is the one officer of the government who
knows more about the condition of all banks.”

“The Comptroller controls the banks,” Mr. Foley declared, *and he is a
member of the Board of the Federal Deposit Insurance Corp. If it was
right to give the Treasury sole power over RFC bank 10ans once, it is right
now.”

At this point Representative Wright Patman, Democrat, of Texas, asked
Mr. Jones, who was a spectator, who wrote the original bill giving Mr.
Morgenthau sole authority over bank stock loans. .

“It was written over at the Treasury,” he replied with a smile.

At one point in the hearing, Mr. Patman asked the Comptroller whether
“'the Treasury is in favor of a unified banking system.’

“I wouldn't like to commit the Treasury on that point,” Mr. Delano
replied.

On May 13 Secretary Morgenthau sent a message to the
House Committee describing his views, and Jesse Jones,
Federal Loan Administrator, who favors the provisions to
which Mr. Morgenthau objects, appeared personally before
the Committee. Washington advices of May 13 to the New
York “Herald Tribune” said in part:

Toward the close of the hearing Representative Jesse P. Wolcott, ranking
Republican on the Banking and Currency Committee, challenged President
Roosevelt to ask Congress to increase the National debt limit, which is
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now $45,000,000,000. Mr. Wolcott told Mr, Jones that' he wowd ‘be
willing”’ to introduce a resolution in the House to raise the debt limit.

“We've got to do it,” hesaid. *‘Why don’t we be honest about it. If you

will have the President send up a message this session to raise the debt limit -

to 850.009,000.000. I think you will find a surprising amount of Republican
support.’

During this testimony Mr. Jones asserted that the Comptroller of the
Currency is dominated by the Secretary of the Treasury. He said that this
“‘domination’ was to the detriment of national banks.

“The Treasury, through the Comptroller of the Currency, is in charge

of national banks,” he asserted, ‘‘and you (Congress) give it power to say
where the little banks should be helped. There are a great many people
who feel we should have only one banking system, a national system. I
don’t agree,” Mr. Jones emphasized that the section giving him some power
over loans was inserted in order to free the RFC from the veto power now
held by Mr. Morgenthau.
p: Concerning the extension of the maturity of real estate loans, Mr. Jones
declared: “‘The longer maturity makes a better. loan from the standpoint
of both the bank and the borrower, because of the larger proportion of the
loan that will be amortized. It makes possible the stimulation of business
and employment through financing the construction and rehabilitation of
business buildings, and gives banks a little more latitude in finding profitable
investments for some of their unemployment funds, and enables them to
serve better their communities.’

“A prudent borrower may not be willing to have too large a percentage
of his mortgage mature in too short a period. Experiences in recent years
have proved that a loan regularly and properly amortized seldom gets in
trouble.”

In his letter to Chairman Steagall, Secretary Morgenthau reiteraved that
he had no objection to that portion of the measure which would turn over
to the Treasury $300,000,000 as part of the President’s program to stay
within the province of the $45,000,000,000 debt limit,

However, with regard to the provision to change the Reconstruction
Finance Act, giving Mr. Jones power over the purchase of preferred bank
stocks, the Secretary declared: ‘‘The Treasury is aware of no compelling
reason why the set-up should be changed at this time and recommends
against the proposed change.”

Concerning the action of the Senate subcommittee and
testimony of Jesse Jones before the subecommittee, Wash-
ington advieces of May 14 to the New York “Journal of
Commerce’ said:

A subcommittee of the Senate Banking Committee considering the Glass
bill eliminated the provisions from the measure which were strongly opposed
by the Treasury and the Comptroller of Currency in spite of startling testi-
mony given by Mr. Jones broadly hinting that he would much prefer to
have real estate holdings in his possession at this time than bonds of the
United States Government.

He indicated that he regarded the market for Government bonds to be a
fictitious one. He told the Committee that while Government bonds are
quoted daily at par and above par prices, he defied the members to go out
and try to sell a large block of the securities to the general public. ;

If the Government had to redeem the bonds at this time, he said, it could
only do so by starting up the printing presses.

On the other hand, he added, a real estate mortgage is something more
tangible, because if it went into default “you would at least have vhe
property.” :

“T have been in the real estate business for more than 40 years,” Mr.
Jones declared, “‘and I know a little something about it."”

The testimony of the Loan Administration, the most outspoken that has
been heard from any high Government official for some time, also was inter-
spersed with such statements as the following: b

1. The banks of the country would be better off without the office of the
Comptroller of Currency.

2. The Comptroller's office instead of encouraging credit restricts credit
by forcing banks to get rid of sound real estate investments.

3. The Treasury is opposed to the bill because some clerk in the depart-
ment does not want to give up the power he now has over the banks.

A previous reference to the bill appeared in our issue of
May 11, page 2973 -

—_——

House Passes Bill to Pension Veterans’ Families

The House on May 13 passed without a record vote the
bill of Representative John E. Rankin providing pensions
for all dependent widows, children and parents of World
War veterans, regardless of whether their deaths were

caused by service disabilities. The bill now goes to the
Senate. Associated Press advices of May 13 from Washing-
ton gave some of the provisions and estimates of the cost
of the bill as follows:

For the dependents of all veterans who served 90 days or more during
the World War, the bill would provide a pension of $12 a month for an
orphan, $20 for a parent or childless widow,. and up to $56 for widows
and children, The test of dependency would be that usually applied by
the Veterans -Administration—whether the applicant has less than $50 a
month income,

A total of 4,700,000 men wore the Nation’s uniform in the World War.

The Veterans Administration estimated that the bill, in its first year,
would make 30,500 childless widows, 66,700 widows with children and

" 23,500 orphans eligible for $39,914,000 compensation if all applied, and
that the parents of some 32,800 deceased veterans would be eligible for
8,472,000 of benefits. The Administration bad estimated further that the
cost would rise to $51,000,000 the second year and to $60,000,000 the
fifth year.

—_——

Bill Relaxing Provisions of Johnson Act Introduced—

Congress Indicates Opposition to War Loans

Representative Bulwinkle (Dem.) o North Carolina intro-
duced a bill May 13 to waive some of the terms of the
Johnson Aet which bars loans to foreign nations who are in
default on their debts to this country. The bill would permit
loans to the Allies to finance purchase of materials other
than those used directly in warfare as defined in the
Neutrality Act.

A suggestion made by Represeutative May (Dem.) of
Kentucky make available funds to finance the Allies, met
with a storm of protest which was deseribed in United Press
Washington advices of May 12 as follows:

\
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Senator Johnson, Republican, of California, author ef the law and a
leading isolationist, vigorously rejected this contention.

“‘Any attempt te repeal or modify the Act which bears my name will be
vigorously contested,” he said. ‘‘Experience in the last war taught us that
the surest way to get into war is to let our money precede us. Then when
more money is needed by the belligerents, we let them have it and then go
into the struggle to protect our money.

“'This is exactly what a lot of decent citizens, and others not so disin-
terested, are advocating.”

He recalled a statement by Bernard Baruch, international financier, and
adviser to Democratic Presidents, that ‘‘our heart is where our money is.”

“If we want to get into this war,” Mr. Johnson said, ‘‘the way to do it
is by making large credits and loans to those already in it.”

Senator Norris, Independent of Nebraska, the only remaining member
of the Senate who voted against America’'s participation in the World War
but who supported the Administration in its successful fight to repeal the
mandatory arms embargo of the Neutrality Act, agreed with Senator
Johnson.

“I don't see any reason to make any change,’’ he said. “There is no use
even to talk -about it."”

Senator King, Democrat, of Utah, a critic of totalitarian doctrines, said
that the United States should express its full sympathy with the Allies,
but did not know whether this expression should go to the length of modi-
fying the Johnson Act. The majority leader, Senator Barkley of Kentucky,
would not comment.

“They don't need our money,” said Senator Wheeler, Democrat, of
Montana, a candidate for the Democratic presidential nomination. “I am

_ unalterably opposed to any repeal or modofication of the law at this time.”

Senator Minton, Democrat, of Indiana, said that he saw no objection to
repealing the Johnson Act, but added that such a step probably could not
succeed in an election year. He and his colleagues generally expressed
themselves as opposed to any far-reaching modifications of the Neutrality
Law which might involve this Nation in the war.

SRS SO R oy

House Group Reports $1,111,764,916 Relief Bill—
$976,660,000 for WPA May Be Spent in Eight
Months—Report of Subcommittee Charges Waste
in Expenditure of Relief Funds

The House Appropriations Committee, on May 15, re-
ported favorably a $1,111,754,916 relief bill for the fiscal
year 1940-41 and recommended that the Works Project
Administration be permitted to spend its $975,650,000
allotment in eight months if necessary.

House consideration of the measure was stated on May 16.
Regarding the bill as reported by the Committee, Washing-
ton advices of May 15 to the New York “Times’’ said:

The total in the new relief bill as reported to the House is $543,075,084
less than the relief bill for the current fiscal year, while the WPA. appro-
priation is $501,350,000 below the sum which was made available for the
present fiscal year ending July 1. However, if the money should be spent
in eight months, as the Committee anticipates, WPA spending would be
at about the same rate as this year.

The reduced fund, which is $14,300,084 under the budget estimate,
should provide work for 1,950,000 jobless for eight months, the Com-~
mittee said, compared with this year's monthly average of 2,000,000.

Practically all restrictions in the present relief act were retained and
some new ones added. Chief of these was a provision that where sponsors

* sell a completed ‘WPA project to private persons, as has been done in some

cases, the sponsor and purchaser shall be jointly liable to the government
for the amount of Federal funds granted to it.

Among reductions made in the budget requests were an $8,000,000 cut
in the Department of Agriculture’s rural relief appropriation to a total of
$115,000,000, a slash in the Office of Government Reports from $1,055,000
to $500,000 and minor reductions in funds for the Puerto Rico Recon-
struction Administration and the Employees Compensation Commission.

A last-minute addition to the bill would exempt from the enforced layoff
provisions for persons who have been on WPA rolls for 18 months those who
are heads of families aged 45 or order who have either a dependent spouse,
minor children or one or more dependent parents.

At the same time that the relief bill was reported, the
House Committee appointed last year to investigate the
WPA placed before Congress its report. Asserting that it
investigated relief conditions in thirteen States, the Sub-
committee charged that the program has been made a
vehicle of Communism, waste, politics and private benefit.

Washington United Press advices of May 15 had the follow-
ing to say: ; ;

The report praised WPA Commissioner ¥. C. Harrington for making
progress toward better management,. But it accused other officials in
WPA headquarters here of spending excessive sums for travel and ofap-
proving improper projects.

Failure of the committee to recommend steps for correction of alleged
abuses was assailed in a minority report filed by the three Republican
members headed by Representative John Taber of New York.

After charging the inquiry had only scartched the surface the report de-
plored “the decision not to recommend constructive action,” and added:

“Phe investigation has also disclosed incompetency, graft and corrup-
tion, selling of jobs and promotions, diversion of relief funds to private
use, ruinous competition with private industry, existence of subversive
activities, political manipulation and conditions which .may fairly be
characterized as scandalous in a number of States.”

The President’s relief message was given in our issue of
April 20, page 2502.
————— .
Pennsylvania Fair Sales Act Declared Unconstitutional

The State Supreme Court on May 13 ruled that the Penn-
gylvania Fair Sales Act of July 1, 1937, is unconstitutional,
according to the Philadelphia “Inquirer” of May 14, which
added:

In an opinion by Justice Horace Stern, it held that the Act, because
of its Section 2, violates the Fourteenth Amendment of the Federal Con-
stitution and the Declaration of Rights of the State Constitution.

Section 2 provides that “advertisement, offering for sale, or sale of any
merchandise at less than cost by retailer or wholesaler is prohibited.”

In reaching this decision, the Appellate Court affirmed the action  of
the Quarter Sessions Court of Allegheny County, which quashed an indiet-
ment against B. P. Zasloff, accused of violating the Act, and the Superior
Court.
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Justice Stern, in his opinion, pointed out that statutes of this type had
been enacted in about 20 States since the passage by Congress of the
Robinson-Patman Act in 1936.

“Except in a very few instances, however,” he pointed out, “they differ
from the Fair Sales Act of Pennsylvania in that, instead of a general
prohibition of sales below cost, they forbid such transactions only when
engaged in for the purpose of destroying competition, injuring competitors,
deceiving or misleading customers, or creating a monopoly.

“That the right of an owner of property to fix the price at which he
will sell it is an inherent attribute of the property itself, and as such
within the protection of the Fourteenth Amendment. ., ., .”

Previous cases have established this as a “well-settled general principle,”
Le gaid.

“However, no one in this day would attempt to maintain that this right
is sacrosanct and wholly immune under any and all cireumstances from
governmental regulation. 3

S R —

Combined Investment in United States of Low Coun-
tries and Switzerland Exceeds $2,500,000,000

The United States Department of Commerce on May 10

issued a tabulation showing the investment position of the

Low Countries and Switzerland in the United States and our

investments in those countries. Following are the figures:

ESTIMATED UNITED STATES INVESTMENTS IN BELGIUM, LUXEM-
BURG, NETHERLANDS, AND SWITZERLAND (END OF 1939)

In Millions of Dollars

' Direct IPortfouo lShorHermnl Total

Netherlands East In = &
Netherlands West Indies & S
Switzerland.. ... iovreeieaenn -

I * No data available. a At Jan, 31, 1940.

ESTIMATED INVESTMENTS IN THE UNITED STATES OF BELGIUM,
LUXEMBURG, NETHERLANDS, AND SWITZERLAND (END OF 1939)

In Milllons of Dollars

. [of
Country Direct |and Pref.| Bonds Other Total
1

Short~
Stocks term

Belglum 45 167 296
Luxemburg . 3 10 * 14
Netherlands 480 205 1,076
Netherlands East Indles. . 1 *

540 411 1,115

Switzerland
* No data avallable. a At Jan. 31, 1940.
—_——

United States Willing to Join Other American Re-
publics in Protest Against German Invasion of
Low Countries—Declines to Change Status From
Neutral to Non-Belligerent

The United States State Department announced May 14

that this country will sué)port a proposal of Uruguayan
uani,

Foreign Minister Alberto made the day before, that
the 21 American Republics join in a united
the German invasion of the ]iow Countries of urope.

A proposal made by Argentine Foreign Minister Jose
Maria Cantilo, also on May 13, that the Pan American
countries adopt an attitude of “‘non-belligerency’’ instead of
neutrality was rejected by the United States the same day.
Non-belligerency, it was explained, would mean a relationship
with the Allies such as Italy has with Germany. Associated
Press advides of May 13 fiom Washington said:

The United States has decided, officials said tonight, that it cannot
accept Argentina's proposal to adopt a Pan-American policy of non-belliger-
ency instead of neutrality.

They made this statement after Secretary of State Cordell Hull had said
that although this Government was always disposed to give full considera~
tion to the ideas of friendly nations this did not mean that the Government
subscribed to them. . ;

Off.cials said that the United States was bound by the neutrality Act
and that there was no prospect of any change in the Act at this session of
Congress. They contended also that international law does not provide for
a status of non-belligerency.

The protest of the invasion of the Low Countries, sug-
gested in accordance with the declaration of the Foreign
Ministers of the American Republics at Panama in October
that they considered the violation of the nsutrality or the
invasion of weaker nations as unjustifiable in the conduet of
war, was sent to the United States by Narcisco Garay,
Secretary ot Foreign Relations of Panama. )

The text of Senor Garay’s message to Secretary Hull, sub-
- mitting the draft text to the United States, was as follows:
His Excellency,

Cordell Hull, Secretary of State of the United States of America,
‘Washington, D. C.

The President of the Republic has received from the Ministry of Foreign
Relations of Uruguay the following cablegram which I have the honor to
transmit to your excellency: ‘‘The Government of Uruguay has learned with
keen emotion of the attack on sovereignty and violation of neutrality
suffered by Belgium, Holland and Luxemburg. The Government of the
Republic believes that respect for the rights:of neutrality is an international
principle which should be firmly maintained, whatever the circumstances
may be in which the belligerents find themselves. I take the liberty of in-
voking Articles IV and V of the 9th Resolution approved at Panama to the
end that the other American governments be consulted concerning the
possibilities of a joint declaration on this subject. !

“I respectfully request your Excellency that on transmitting the contents
of this dispatch to the other governments of America you be good enough
to inform them that they, like the Government of your Excellency, will
receive a draft text which this chancellery will send.”

Please be good enough, Excellency, to consider the proposal of the
Uruguayan Government and advise me of your agreement or nonagreement.

NARCISCO GARAY,
Secretary of Foreign Relations and Communications of Panama.

rotest against
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Americans Advised by State Department to Leave
Europe and the British Isles

The United States Department of State advised Americans
May 15 to leave western and southern European countries
before further spread of the war and on May 16 issued a
warning to citizens to leave the British Isles and go to Ire-
land. United States Ambassador to Italy, William Phillips
had previously advised Americans to leave that country,
it was revealed in Washington May 14. Associated Press
Washington advices of May 16 said:

The State Department, announcing this [warning to leave—ed.] today,
added that government officials here ‘‘will consider the possibility of sending
to the west coast of Ireland a vessel for use of those desiring to return to
the United States.”

More than 7,000 Americans are in Great Britain and Northern Ireland,
according to State Department figures.

The State Department’s decision represented a change in the arrange-
ments announced yesterday for the concentration of Americans for embarka~
tion at Bordeaux, France, or in Spain or Portugal.

It was necessitated by a recommendation of Ambassador Joseph P.
Kennedy in London based on what Mr. Kennedy called ‘‘increasing diffi-
culties in passenger services from England to France.”

Ireland is in the ocean danger zone closed to American ships, but the
State Department can permit a ship to proceed through the area to remove

- refugee citizens.

In making its announcement, the department declared that it ‘“has
repeatedly and during many months advised Americans in belligerent areas
to return to the United States.” -

“Every facility has been afforded them to do so,” the announcement
said. *‘Ships were sent to Europe to be available for their repatriation,
and funds were loaned to those who were destitute or financially embar-
rassed. : .

“‘In spite of these warnings many Americans chose to stay and the depart~
ment is today faced with another emergency in helping them return to the
United States.”

The text of the blanket warning of the State Department
issued May 15 was reported in Washington advices of that
date to the New York “Herald Tribune’” as follows:

“‘Commencing some time before the outbreak of hostilities in Europe last
September, the department’s officials in Europe, acting under the dis-
cretionary authority which they have or warning Americans of dangerous
situations and inviting them to leave, have generally and continually so
invited Americans to leave war areas in Europe unless they have com-
pelling reason to remain. 2

““The duty of the government toward its citizens in a war area is accom-
plished when it has advised them of the dangers of the situation and invited
them to leave, while affording those who chose to go every possibly assist—
tance in obtaining transportation and those who chose to remain such
protection as may be possible. There can be no insistence upon the depar-
ture of our citizens since the government may not compel the return of its
citizens and the decision whether to remain or depart is one the individual
himself must make.

“Exercising the discretionary authority referred to above, the depart-
ment's officers in southern European countries, in view of recent develop-
ments and the possible spread of hostilities, have invited citizens within
their respective districts to return to the United States. The department’s
officers in Great Britain and France are also renewing their invitations to
Americans to leave and to proceed to the Bordeaux region in southwest
France. They may also proceed to Bpain or Portugal. The department
will then consider the making of arrangements for their evacuation by
American vessels from those areas.

——es

Extension of War to Netherlands and Belgium
Threatens Important Market for United States
Agricultural Products—Two Countries Took 109,
of Farm Exports in 1939

Extension of war to the Netherlands and Belgium threat-
ens an important market for United States agricultural
products and an important source of supply for the United

Kingdom, the Department of Agriculture announced .on

May 11. The effect upon both countries depends upon the

extent of the invasion, it was explained. Figures compiled

by the Office of Foreign Agricultural Relations of the

United States Department of Agriculture show that both

the Netherlands and Belgium have been among important

export outlets for American agricultural products. In 1939

the Netherlands bought approximately $39,000,000 worth

of these products and Belgium about $27,000,000 worth.

Together they took about 10% of United States agricultural

exports to all countries. In 1939 they constituted, respec-

tively, the fourth and sixth most important outlets for
United States agricultural exports. The Agriculture De-
partment went on to state:

Agricultural exports from the Netherlands are primarily to the United
Kingdom and Germany, the United Kingdom taking 50% of the Nether-
lands combined exports of dairy, hog, and poultry products, and Germany
about 22%. In 1938 the Netherlands exported to the United Kingdom
78,000,000 pounds of butter, 22,000,000 pounds of cheese, 58,000,000 pounds
of bacon, and 70,000,000 dozen of eggs. This constitutes about 20% of
the United Kingdom’s total imports of eggs and about 8% of its imports
of butter and bacon.

Belgium does not export agricultural products in any appreciable quan-
tities. However, like the Netherlands, it  requires substantial imports of
grains and oilseed feeds for its livestock industry.

During 1939 the percentage of United States exports to the Netherlands
and Belgium was: Wheat, 82; flue-cured tobacco, 9; Western fire-cured
tobaceo, 18; fresh apples, 18; prumes, 17; raisins, 19; soy beans, 53;
oil cake and oilcake meal, 71, and corn, 25.

Since the outbreak of war in Europe these countries have been relatively
even more important markets for some United States agricultural exports.
For example, from September, 1939, through March, 1940, they have
taken 45% of United States exports of wheat, 41% of United States
exports of Western [ire-cured tobacco, 22% of raisins, and over 60%
of soy beans.
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Committee Formed in New York to Care for Nether-
lands Commercial Interests—Dutch Transfers
Main Office to Batavia

P The Netherlands Chamber of Commerce in New York,
Inc., of which James C. Blaine is Chairman of the Board,
and of which Dr. A. E. D. von Saher is the President, is
heading an organization with several committees to take care
of some of the Netherlands commercial interests, it was
glscioi(;d in an announcement issued May 17, which went on
o state:

A Shipping Committee has been organized under the Chairmanship of
A. Gips of the Holland America Line. All the Netherlands steamship lines
are represented on this Conmmittee, which will act under the direction of a
Netherlands Shipping Committee in London and in close cooperation with
Netherlands officials in this country.

A special committee of Shippers to the Netherlands East Indies has been
organized for the purpose of facilitating and furthering the export of American
goods to the Netherlands East Indies. Similar action will be taken con-
cerning the Netherlands West Indies.

A Committee for Running Contracts of Netherlands firms in the United
States has been formed under Chairmanship of Dr. A, E. D. von Saher.
As many firms in the Netherlands in Europe have a great number of running
purchases and other agreements in this country, his special committee has

been organized to take care of these problems in the interest of the Nether- .

lands as well as American firms. The task of this Committee is to accom-
plish reasonable settlements.

The Netherlands Chamber of Commerce in New York has been informed
that it was the intention of the Netherlands Government to pass a law which
would enable the Government to cancel the authority of officials of Nether-
lands corporations in invaded areas. Another law has already been effective
for some time that Netherlands corporations can transfer their seats from
the Kingdom in Europe to the possessions of the Kingdom in America and
Asia. In this case the officials in the Kingdom of the Netherlands lose their
authority to act on behalf of the companies.

The Netherlands Chamber of Commerce advises American firms to be
aware of these facts as instructions which might come from the Netherlands
in Europe can prove to be of no value and without authority.

Transfer of the head office of the Netherlands Trading
Society to Batavia was made known May 16 in the following
cablegram received by the Bank of Manhattan Co., New
York: :

Netherlands Trading Society. Arrangements are effective for the
branches outside Holland of this important banking and merchant house
to continue their business. The head office of the bank has been transferred
to Batavia and the control of various branches is exercised from London
through a British company, Netherlands Trading Society, East, Ltd.,
which has been established for the purpose, with the managing director of
the Netherlands Trading Society in charge. The offices are at 18 Austin
Friar, London, E. C. 2. The main assets of the bank which were in the
Dutch East Indies are intact and in addition to which the ‘control has
adequate funds at its disposal.

—— .
American Red Cross Appeals for $10,000,000 War Relief
Fund—President Roosevelt Urges Support of
Drive

The American Red Cross has started a campaign for a
European war relief fund of $10,000,000, it was announced
May 10 by Norman H. Davis, Chairman of the organiza-
tion.  On the same day President Roosevelt issued a state-
ment urging all Americans with sympathy for the peoples
of those countries suffering “the horrors of invasion and
aerial bombardment to respond quickly and generously to
this appeal.” The appeal was made under the authoriza-
tion voted by the delegates of the Red Cross at their annual
convention in Washington last week, noted in these columns
of May 11, page 2972, The text of the President’s state-
ment follows:

The American Red Cross has issued an appeal for a war-relief fund of
at least $10,000,000.

I urge all Americans who have a feeling of deep sympathy for the
peoples of those unfortunate countries who today have been added to the
long list of those who are suffering the horrors of invasion and aerial
bombardment to respond quickly and generously to this appeal. .

The American Red Cross, our official national volunteer relief agency,
is efficiently organized to answer such emergency calls, It is therefore
the logical agency through which our citizens can express their compassion
for the innocent victims of the wars that rage overseas, - I am confident
we will not fail them. [

On May 11 the Red Cross cabled $100,000 each to Belgium
and the Netherlands for immediate relief of civilian and
military wounded. Wayne C. Taylor, head of the European
mission of the American Red Cross, has been ordered to
Brussels to map a plan of relief for Belgium.

—_————

Federal Report Condemns Excessive Highway Taxes

The theory that highways are “public utilities” and that
highway users must be taxed to the point where profits are
returned is demolished in a report of a six-year study by
Federal Government experts, according to Edward D, Cray,
Secretary of the New York Petroleum Industries Committee.
The report, “Federal Aids to Transportation,” issued by
the Federal Coordinator of Transportation, may be obtained
by any taxpayer from the United States Superintendent of
Documents, Washington, D. C. Concerning the report the
committee’s announcement says:

The report definitely states, Mr. Cray explained, that highways should
not be regarded as “public utilities” and should not be taxed in such a
way as to yield an enormous “profit” on a hypothetical investment. It is
stated that “the fact that highway improvements have been financed by
taxpayers and users appears to make a tax charge (on investment) in-
congruous and to result in substantially a form of double taxation—for
the provision of the facilities and for the privilege of using them.”

After pointing out that highway users in the United States are paying
hundreds of millions of dollars over and above their fair share of high-

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

The Commercial & Financial Chroaicle

3139

way costs, the report of the Government experts shows that highway users
also are  contributing large sums to the support of general functions of
government.

“Motor vehicles, garages, bus and truck terminals, and shops and their
equipment are subject to the same methods of taxation and their owner-
ship and use benefit by the exercise of the general functions of govern-
ment in the same manner as other real or personal property. Motor vehicle
operators alse bear taxes indirectly through the use of the services of
public garages, repair shops, filling stations, &c., similarly taxed. Use of
motor vehicles,” says the report, “in business enterprises is varying subject
to income, gross or net earnings, and capital stock and other like taxes.
There is no reason for assuming that the payments made in these ways
for the general functions of government are not generally commensurate
yvith those made by other property or enterprises subject to like taxation
in a given taxing jurisdiction.” .

OIS S AT

Belgian Relief Commission to be Headed by Herbert
Hoover ‘

Charles Hallaert, Belgian Consul General in New York,
on May 15 announced that a new Belgian Relief Commission
had been formed and that former President Herbert Hoover
had accepted the Chairmanship. The New York “Herald
Tribune” of May 16 also had the following to say:

The decision to reestablish the C. R. B., which was one of the largest
economic machines operating during the World War, was reached Tuesday
afternoon at the Waldorf-Astoria at a conference attended by Mr. Hoover,
Mr. Hallaert and representatives of the three largest Belgian organizations
in this country: the Belgian League of Homor, the Belgian Chamber of
Commerce and the Belgian Benevolent Society.

Mr. Hallaert said that many generous offers of financial support for reief
in Belgium, which at present is largely an Allied-Nazi battlefield, has been
received, and vhat atl such offers would be handled from now on by the new

Commission.
[ —

Primary Banking Duty is to Fulfill Community Re-
sponsibilities, Says H. W. Koeneke of A. B. A.

The first duty of any bank is to fulfill its community
responsibilities, Henry W. Koeneke, Second Vice-President
of the American Bankers Association, asserted on May 3 in
an address before a meeting of the Oklahoma Bankers
Association at Tulsa. “Granting that our American system
of government is founded upon local autonomy and local
development, and that the local banker is the center of this
local development, the first duty of any bank is to the
interests of its community,” Mr, Koeneke declared. He
went on to state:

This responsibility to our communities imposes upon us several specific
obligations. First, we must constantly improve the quality of our manage-
ment, and second, we have an obligation to learn all we can about our
communities if we-are to serve them effectively,

No bank, can fulfill its community obligations unless it knows local
conditions and production possibilities of its territory. No bank-can.
discharge its obligations fully by waiting for customers to come to the
bank. = The officers must get out into the trade to uncover credit needs
and credit opportunities.

Third, banks have an obligation to study their competition and meet it
in a realistic way. No outside agency can take the place of the local
bank in satisfactory service to the local community. If we are to retain
the business we have and recover the business we have lost we shall have
to do so through aggressive solicitation and adequate service rates which
will be profitable to the borrower as well as ourselves.

Fourth, we have an cbligation to adapt ourselves to the change of
times. The public demands more service from banks and is willing to
pay for it. If we are to serve the increased demands for our communi-
ties and hold our places as community institutions we must adapt and put
into use such of the new banking services that have been evolved in the
past few years as fit into our communities and have been found to be
sound banking practice. The American Bankers Association stands ready
to lend assistance in this particular.

Fifth, it should be pouinted out that while our responsibilities are pri-
marily to our local communities, we also have an obligation to the Nation
ag a whole and to the banking system as a whole. In these modern days,
money and credit are national commodities—national in their flow and
effect. We shall not discharge our community obligations unless ‘we also
do our part to preserve and improve the entire banking system.

—————

Federal Government Has 12,400,000 on Monthly Payroll
Amounting to $609,000,000, According to Study by
National Small Business Men’s Association

According to a tabulation of Federal payroll items, made
public May 11 by the National Small Business Men’s Asso-
ciation, the Federal Government makes out checks every
month for more than 12,400,000 individuals throughout the
country. This monthly payroll, including all forms of pen-
sions and public assistance, amounted to $509,000,000 for
January, 1940, or at the rate of approximately $6,100,000,000
a year. “The figures are taken from official reports and
include only the direct recipients of regular monthly pay-
ments from the Federal Government,” said Donald Despain,
Iixecutive Vice-President of the Association. “They do not
include roundly 1,700,000 direct relief cases supported by
other public funds in the States and local communities.
This expenditure, from non-Federal funds, amounted to an
additional $42,396,000 for January, 1940.” Mr, Despain
continued : 1

Allowing for single persons in the various groups on the Federal rolls,
and after correction for those families receiving Government checks from
two or more sources,/we still find that the fabulous Washington payroll
contributes directly to approximately 26,000,000 persons in some 11,000,000
families. This means that every third family in the United States is
being supported in some degree by a monthly check from the Federal
Treasury.

The burden of taxes and debt which supports this tremendous Federal
outlay has been holding back business recovery in every field of national
economy. One-fourth of every working man’s pay is earmarked for taxes
before the pay envelope is opened.
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Genuine business recovery throughout the United States would provide
real jobs for millions now on the public assistance rolls, That is the
bright goal toward which every patriotic American looks bopefully-—the
solid restoration of robust private enterprise. Then, and only then, may
the country expect curtailment in Washington’s gigantic spending
bureaucracy, which already has made every third family dependent on
‘gome form of public assistance.

No one in our day opposes the proper social functions of government.
But every American is alarmed by the current trends in Federal manage-
ment., Our national energies must be directed to the creation of honest
self-sustaining -jobs, through encouragement of private enterprise.

There s no substitute for a job!

The path to recovery is the. path away from
bureaucracy.

In that dircction lies the salvation of the independent business man in
America, :

today’s socialistic

—_——————

People Want Security for Their Savings Says P. W.
Albright—Secretary of State Savings Banks Asso-
ciation Says Deposits in New York Are at Record
High

“Tt is my conviction that what the saving public wants is
security,” stated Paul W. Albright, General Secretary of the

Savings Banks Assocjation of the State of New York at a

luncheon meeting May 16 of the New York Financial Adver-

tisers. ‘‘Despite the limitations on new deposits and
despite the 29, maximum interest rat> for savings banks
fixed by the Banking Board,” Mr. Albright continued,

“savirgs banks’ deposits in New York State have shown an

inerease in each of the last 6 years and are now at an all-

time high record of $5,675,000,000. The deposits in 134

mutual savings banks in this state approximate 109, of the

total bank deposits of all kinds in the United States.”” Mr.

Albright went on to say:

Savings banks have an outstanding advantage in offering security for the
savings of our people. They do not have to maintain a guaranteed divi-
dend or interest rate, nor do they have to earn a profit to take care of bond
indebtedness or invested capital. Consequently savings banks are able
to dwrect full attention to the safety of their investments and to return al:
net earnings to the credit of their depositors.

Perhaps the greatest sing.e factor contributing to the splendid record of
savings banking is the caliber of the individuals who serve without com-
pensation as their trustees. I challenge anyone to show me a group of
1700 men superior to savings bank trustees either in standing in their com-
munities, in business judgment, or in sound American principles.

[ —

SEC and Investment Trust Representatives Agree on
Regulation Measure

_ The Securities and Exchange Commission and representa~
tives of the investment trust industry have reached an
agreement in prineiple on a series of recommendations to be
made to the Senate Banking and Currency Subcommittee
on pending legislation for the regulation of the industry, it
was announced May 15 by Senator Wagner, Chairman of
the Senate Banking and Currency Committee. The text. of
a statement issued by Senator Wagner follows:

Following the close of hearings on the proposed Investment Trust Bill
(S. 3580) before a subcommittee of the Senate Committee on Banking and
Currency, extensive conferences were held, pursuant to my suggestion, by
representatives of the Securities and Exchange Commission and representa-
tives of the most substantial part of the open-end and closed-end manage-
ment investment companies in this country, with aggregate assets of
$1,000,000,000.

These conferences were held with a view of attempting to formulate,
with respect to the pending bill, a series of recommendations which would
have the approval of both the industry and the Commission. These repre-
sentatives have reported that they are now in complete agreement in
principle and that they expect to be in a position to submit to the sub-
committee in the near future, for its consideration, their detailed recom-
mendations.

The conclusion of hearings on the Investment Trust Bill

was mentioned in our issue of May 4, page 2809.

i —_————

National Real Estate Body Opposes Further Appropria-
tion to USHA at This Time—Asks Instead That
Agency Be Broadened to Assist in Land Assembly
for Redevelopment Companies

In a communication to members of Congress, the National
Association of Real Estate Boards on May 11 suggested that
the legislators make no added allowance or appropriation for
the United States Housing Authority at this time, but that
opportunity be given instead for study of a new plan which
would alter the direction of USHA activity and greatly
broaden its usefulness. The Association suggests that
USHA be broadened out into an agency which would help
to attack tne great problem of blighted areas in our cities by
assisting in land assembly and by chartering redevelopment
companies to function by & limited dividend basis. The
proposal is for a partnership with municipalities and with
private enterprise through which run-down areas can be

redeveloped and low-cost housing can be provided that

could-reach far down into the income groups not now ade-
quately served. )
——’_—___ .
E. A. Goldenweiser Says Capital May Have to Resign
Itself to Lower Return

Asserting that the United States has undergone a trans-
formation from a debtor country with a shortage of capital
to acreditor country.with an abundance of investmeat funds,
Dr. E. A. Goldenweiser, in an article on “cheap money”
in the May issue of the Federal Reserve Bulletin, says
“capital has lost much of its searcity value and may have
to be conteut with more moderate returns.” ‘This change
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in fundamental conditions, he continues, has far-reaching

implications, not only for investors but particularly for those

who are responsible for formulating policies to be pursued
by the Government and by private enterprise.”

Concerning the problems raised by low interest rates,
Dr. Goldenweiser, who is research director of the Reserve
Board, says:

There are, of course, two sides to the problem of money rates: the bor-
rower’s and thelender’s. From the point of view of the borrower the decline
in rates has enabled many debtors to refund long-term debt at lower interest
rates, with a consequent easing of many debt burdens, especially for farm
and home owners and certain corporate borrowers. It has also reduced
the cost of borrowing for business purposes.

At the same time it has raised difficult problems for many classes of
lenders. For the banks it has increased the difficulty of making sufficient
earnings on the capital invested in the business. To meet this situation,
many banks have expanded their field of operation into bond investments,
other longer-term credit, personal loans, installment financing and in other
directions. Bank expenses incurred in paying interest on deposits have
been greatly reduced and service charges have been generally imposed.
Availability of United States Government obligations as a medium for
investment, both at long and at short term, and the consequent opportunity
for banks to place some of their funds in excess of current commercial de-
mands in Government securities, has helped the banks to make reasonably
adequate returns on their capital, notwithstanding the small amounts of
commercial loans and the reduced rates of return that have prevailed
generally both on loans and on investments. A study of bank profits in
recent years appears elsewhere in this issue of the Bulletin.

Other types of lenders for whom low money rates have created serious
problems are insurance companies, endowed institutions, trust funds and
others whose income is derived largely from fixed-interest rate obligations.
The operations of many of these institutions were planned on the basis of
higher returns on money than are now available on eligible investments.
In many instances this presents a serious situation which calls for revision
of basic plans and programs.

—_—————

Congress Urged by Merchants’ Association of New
York to Increase Air Defense by Amount Recom-
mended by Army Air Corps

Stirred by recent events in Europe, the Board of Directors
of the Merchants' Association of New York is calling upon

Congress to increase the United States air defense by pro-

viding immediately funds to carry out the current airplane

construction program recommended by the Army Air Corps
and the Bureau of Aeronautics of the Navy, according to
an announcement made May 12 by John Lowry, President
of the Merchants Association. Mr. Lowry said that the
action had been taken by the Association as a result of a
study made by its Committee on Aeronautics which is
headed by Colonel B. I, Castle and contains among its mem-
bers other specialists on aviation. The committee’s report,
made public by Mr. Lowry after it had been approved unani-
mously by the Board of Directors, holds that in view of
recent events the construction of the full number of 2,100
airplanes recently recommended by the Army Air Corps
should be pushed “with maximum speed.”
———————
Merchants’ Association of New York Elects Three
New Directors—Five Others Reelected

Three business executives were added to the directorate
of the Merchants’ Association of New York at the annual
meeting of the Association’s members Wwhich took place
May 14. The Association’s new directors are:

James S. Carson, Vice-President American and Foreign Power Co., Inc.

Walter Hoving, President Lord & Taylor.

Earle W. Webb, President Ethyl Gasoline Corp.

Five directors of the Association were reelected as
follows:

Neal Dow Becker, President Intertype Corp.

William - C. Breed, of Breed, Abbott & Morgan.

Lincoln Cromwell, Chairman of Board, William Iselin & Co., .Inc.

Malcolm Muir, President Newsweek.

Charles Presbrey, President Cecil & Presbrey, Inc.

—p———ae

Dominance of a Sense of Justice Essential to Survival
of Democracy Says Chief Justice Hughes

Chief Justice Charles E. Hughes, at the opening session of
the annual meeting of the American Law Institute at Wash-
ington on May 16 said that the “dominance of a sense of
justice” was essential to the survival of a democracy.
Washington Associated Press advices reported remarks of
Justice Hughes as follows:

1f democratic constitutions are to survive, it will not be simply by main-
taining majority rule and by swift adaptations to the demands of the
moment, but by the dominance of a sense of justice which will not long
survive if judicial processes do not conserve it.

Justice Hughes, discussing the importance of a sense of justice as the
keystone of a democracy, said that a judge was “the symbol not so much
of power as of justice—of patience and fairness, of a weighing of evidence
in scales with which prejudice has not tampered, of reasoned conclusions
satisfying the sensitive conscience, of firmness in resisting both solicitation
and clamor.”

He told the institute that the new Federal rules of procedure seemed to
be working well. He said that while he recognized the power of Congress,
“we should endeavor to establish the tradition that the initiation of amend-
ments should remain with the court, acting with the expert assistance of
judges and members of the bar.”

et

Program to Aid United States: Recovery Offered by
Henry H. Heimann—National Association of Credit
Men to Hold Annual Congress !

A politieal platform, reflecting what he considers the
generally expressed viewpoints of the majority of American
business men as to stimulating national recovery, is presented
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for “the consideration of either or both major United States

arties” by Henry H. Heimann, Executive Maunager, of the

ational Association of Credit Men, in tue Association’s
Monthly Business Review reieased May 17 as_an advance
report to the Association’s 45th annual Credit Congress
which opens May 20 in the Royal York Hotel, Toronto, Can.

Coincidentally, this will be the First Internatlpnal Credit
Congress, being jointly :glonsored by the United States
organization and the Canadian Credit Men’s Trust Associa-
tion, Ltd., and approximately 1,500 delegates from the

United States and Canada are expected to be in attendance.

In presenting this “business man’s political platform,”
Mr. Heimann points out that “there would, of course, be
some individual differences of opinion in regard to specific
items.”

Main points embodied in the credit executive’s suggested
political platform are American neutrality, aid in post-war
reconstruction, western hemisphere trade - stimulation,
balanced governmental budgets, a scientific tax program,
recognition of labor rights, acceptance of the necessity of a
prosperous agriculture and a strong middle class, opposition
to the growing bureaucracy, respect of freedom of press and
religion, independence of the three branches of government,
opposition to inflationary money programs, attack on the
unemployment problem, and defense of the Constitution.

A AT

Investment Bankers Assn. Adopts Public Information
Program—President Connely to Serve Additional
Term to Carry Out Plan—Meeting of I. B. A.
Governors Supports National Defense Program—
Message to President Roosevelt

Emmett F. Connely, Detroit investment banker, President
of th? Investment Bankers Association of America, which
on May 13 adopted an ambitious program of public informa-
tion, agreed May 15 to assume direct personal charge of
carrying out that program. He has consented to devote his
entire time to the undertaking as Chairman of the newly
created Public Information Committee, taking 2 leave of
absence from nis own busioess, the First of Michigan Cor-
poration, of' Detroit, of which he is President.

This was announced by the I. B. A. following the third and
closing session on May 15 of the regular spring meetiag of the
Board of Govervors of the Association, held this year at
White  Sulphur Springs, West Virginia. ~Approximately
350 members of the association attended the meeting.

At the same time, it was announced, Mr. Connely has
consented to his nomination for reelection as President of the
Association. His election, to take place at the Annual Con-
vention of the organization in Deecember, is considered a
foregone coaclusion in view of the unanimous support of the
busiress for Mr. Connely’s policies and administration of the
office. It will be the first time in 24 years that an I. B. A.
president has served two terms.

The public information program, whose adoption was
ascribed to the ‘‘agressive and militant policy” of Mr.
Connely as President of the I. B. A., was prepared by
Bronson Batchelor, New York, Public Relations Adviser,
and submitted to the meeting in the form of & resolution in-
troduced by Edward H. Hilliard of J. J. B. Hilliard & Soa,

. Louisville. The resolution authorized and directed the fol-
lowiag procedure:

1. A public information program shall be instituted: :

(a) To uphold and obtain support for the American system of free enter-

rise: ;

s (b) To contribute to the general public welfare and ;the creation of em-
ployment by promoting the flow of piivate capital into industry:

(c) To affirm and promote the function of investment banking as an
indispensable integral part of the American system of free enterprise:

2. Such public information program shall be non-political and non-
partisan; s

3. The public information program shall be financed by voluntary
contributions; ;

4. The President of the Association shall appoint a special committee
which shall have full authority to organize and carry out the work of ob-
taining such voluntary contributions; 1

5. Full and complete authority and responsibility for the development
and carrying out of the public information program shall be vested in a
‘‘Public Information Committee” consisting of the President of the Asso-
ciation, who shall be the Chairmaa, and not less than three nor more than
five other members to be appointed by the president.

6. The ‘"Public Information Committee’’ shall also be responsible for the
coordination of all of the Association’s public informavion activities of
every kind, including all written or spoken statements made on behalf of
the Association and all recommendations and testimony to be submitted
to public authorities on behalf of or by the Association.

Jean C. Witter of Dean Witter & Co., San Francisco,
past president of the I. B. A. and Chairman of the Nominat-
ing Committee which induced Mr. Connely to accept re-
election said:

‘“The Board of Governors has drafted him for another year to assure

continuity of the vigorous administration of the program he has just in-

augurated. He has a ‘mandate’ from us and the whole investment banking
fraternity.”

Five others who will serve under Mr. Connely on the Public Information
Committee are:
Edward H. Hiliard
John O, Stubbs
John K. Starkweather
Jay N. Whipple Bacon, Whipple & Co. Chicago
John 8. Fleek Hayden, Miller and Company  Cleveland

This body has broad powers under the authorization granted by the
Board of Governors earlier in the present meeting. It is to have *‘full and
complete authority and responsibility for the development and carrying
out” of the new Public Information Program. It will also be responsible

J. J. B, Hilliard & Son
‘Whiting, Weeks & Stubbs, Inc,
Starkweather & Co.

Louisville
Boston
New York
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*‘for the coordination of all of the Association’s Public Information activities
of every kind, including all written or spoken statements made on behalf
of the Association.”

Dispatches of May 13 to the New York “Herald Tribune”
from White Sulphur Springs, said in part:

At a meeting here unprecedented for attendance and enthuriasm, the
Board approved unanimously a series of recommendations submitted by
Bronson Batchelor, Public Relations Adviser, who has just completed a
two months’ survey that is to become the foundation for the first compre-
hensive and aggressive effort of the I. B. A, to take its story to the public.

A decentralized program of activities in the various geographical groups
of the Association was outlined by Mr. Batchelor, who emphasized that the
role of investment banking should be portrayed as an integral part of the
free enterprise system.

Among the first steps to be taken, it was recommended, is the making
of a number of analyses of the industry itself, and other fact-finding studies
on thich to base future association policy.

Emmett F, Connely, President of the Association, called attention to the
fact that a 28-year precedent of dignified silence is to be broken with the
inauguration of this plan of public information. He pointed to the record-
breaking attendance at this meeting as evidence of the united support
behind the new undertaking,

‘It is due primarily to a sense of crisis that every member feels,” he said.
*'It is the unanimous sentiment that a gfand must be made once and for all
against over-stringent regulation of capital issues and bureaucratic inter-
ference which has contributed to the throttling of new enterprise.”

A nation-wide commirtee appointed to sponsor the information program
was announced as follows: 3 2

Paul H. Davis, Chairman; Paul H, Davis & Co., Chicago.

% Augustus Knight, Vice-Chairman; Knight, Dickinson & XKelly, Inc.,

hicago. 5

P. A. Walters, Vice-Chairman; Stone & Webster and Blodget, Inc.,
Chicago.

California: Colis Mitchum, Mitchum, Tully & Co., Los Angeles.
O. Witter, Daen Witter & Co., San Francisco.

Central States: Ralph Chapman Farwell, Chapman & Co., Chicago.

Eastern Pennsylvania: Alexander C. Yarnall, Yarnall & Co,, Phila-
delphia. ; N

Michigan: John W. Watling, Watling, Lerchen & Co., Detroit.

Minnesota: Paul W. Loudon; Piper Jaffray & Hopwood, Minneapolis,
Minn,

Mississippi Valley: Julius W. Reinholdt Jr.; Reinholdt & Gardner 8t.
Louis,

New England: William A. Barron Jr., White, Weld & Co., Boston,
Mass,; William H. Y. Hackett; Tucker Anthony & Co., Boston.

New York: Laurence M. Marks; Laurence M. Marks & Co., New York.

Northern Ohio: R. Verne Mitchell; McDonald-Coolidge & Co., Cleve-
land, Ohio.

Ohio Valley: Lowry Sweney; Lowry Sweney, Inc., Columbus, Ohio, A

Pacific Northwest: Edgar N. Adams, E, M. Adams & Co., Portland, Ore.

Rocky Mountains: John J. Sullivan; Sullivan & Co., Denver, Col.

Southeastern: - C. Prevost Boyce; Stein Bros. & Boyce, Baltimore, Md.

Southern: Brownlee O. Currey, Equitable Securities Corp., Nashville,
Tenn,

J. Fleming Settle, J. H. Hilsman & Co., Atlanta, Ga., Charles W.
Warterfield, Cumberland Securities Corp., Nashville,

Southwestern: Leonard Callender, Calender Burke & MacDonald,
Kansas City, Kan. Edgar O. Honnold, Edgar C. Honnold, Oklahoma City.

Texas: William C. Jackson Jr., Callihan & Jackson, Inc.; Dallas, Tex.
J. Ludwig Mosle, Mosle & Moreland, Galveston, Tex.

Western Pennsylvania: Ernest O. Dorbitrz, Moore Leonard & Lynch,
Pittsburgh, Pa. s

A resolution adopted at the meeting May 14 supported
proposals-of President Roosevelt and Congresg to strengthen
the national defenses. A telegram, embodymg‘ the resolu
tion, was sent to President Roosevelt by Mr. Connely. It
read as iollows:

“As an indication of our support for your proposal to strengthen our
Nationai Defense forces, reported in today’s newspapers, I transmit a resolu-
tion on the subject that was adopted unanimously at the regular spring
meeting of our Board of Governors, as follows:

“The Board of Governors of the I. B, A, of America in meeting assembled,
recognizing that the recent successive attacks on one European nation after
another may portend a threat to the future peace and safety of the United
States hereby expresses the convictiou that adequate national defense is the
outstanding and paramount issue before the American people today, and
pledges the wholehearted support of this Association and its membership
to the President and Congress of the United States for ail sound measures
for speedy increase in the strength of our Army, Navy and air force so th

Jean

the United States may assure itself againsy similar attacks.”

———n

Secretary Hull Sees Threat to Civilization in WOrld
Conflicts—Tells American Society of International
Law We Cannot Exclude the Menace Through
Isolation : ‘

Conflicts in the world today threaten destruction “not
only of life and property, but of religion, of moz‘ahty, of the
very basis of civilized society,” Secretary of State Corde}l
Hull said in an address delivered May 13 before the Ameri-
can Society of International Law, holding .its annpal meet-
ing in Washington, He said that the civilized eXistence of
mankind everywhere is threatened and that the menace
cannot be shut out “by attempting to isolate and insulate
ourselves.” : :

“We cannot close our eyes,” he declared, “to what is going
on elsewhere in the world and delude ourselves with the
mere hope that somehow all this will pass us by.”

He said Americans must be made to realize “the immense
significance of international law” and that ways and means
should he sought to make “more effective the "cranslation
of its principles into firmly established international prac-

ice.” ;

; The text of Secretary Hull's address follows, according

to the Associated Press:

Fellow members and guests of the American Society of International Law:

I am deeply appreciative of the privilege of serving as President of
this society and of opening its thirty-fourth annual meeting.
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All of us, who as students or practitioners, are interested in this particu-
lar branch of, jurisprudence, are profoundly conscious of the fact that today
the subject of international law has an exiraordinary significance. It 'is no
exaggeration to say that never before, in the entire history of the human
race, has the problem of the preservation and development of order undt;r
law presented itself with such urgent acuteness. Never before has it
been so fraught with import for the future of mankind.

The concept and the structure of a law of nations rose and evolved
out of a spirit of protest against the ravages of international anarchy. In
the ancient world and during the dark ages of the modern world, there
widely prevailed a concept that each nation was a law unto itself, the
sole arbiter of its international conduct, fully entitled—if it possessed
sufficient strength—to engage in aggression and aggrandizement, to destroy
by armed force the independence of other nations and, to subjugate other
peoples. Force reigned supreme, Human liberty, national independence,
confidence in safety and security on the part of nations and individuals
were in constant jeopardy.

Over long centuries, voices raised in protest against the nightmare of
international lawlessness grew in strength and influence, and ideas of
how to achieve a law-governed world emerged more and more. Three
hundred years ago the genius of Hugo Grotius gathered these scattered
‘yoices and ideas into a sharp focus and gave a powerful impetus to a new

“gpirit, to a more and more insistent demand that relations among nations
be based. upon acceptance and application of well defined rules of inter-
national conduct—upon a body of international law.

Since then, enormous advances have been made in the character of
relations among nations, There has been an ever-deepening and ever more
widespread recognition of the inescapable fact that an attitude of unbridled
license on the part of nations—in the same way that such an attitude on
the part of individuals or groups within nations—is bound, sooner or
Jater, to impair their own well-being and, in the end, lead them to
destruction. There has been a wider and wider acceptance and application
of the all-important fact that true social progress is possible only when
pations in their relations with each other, as well as individuals and
groups within nations, are willing to practice self-restraint and to cooperate
for the greater good of all, Only thus can orderly processes exist and
provide that social stability, security and confidence without which indi-
vidual liberty and a free play of creative forces must necessarily be
precarious, and the onward march of man must be halting if not altogether
impossible,

Institutions have been built up to give effect and reality to order
under law within and among nations. They have been largely responsible
for the flowering of our modern civilization in the sphéres of political
security, social justice, scientific progress and economic betterment.

This. progress has not been achieved without stupendous effort. There
have been interruptions and setbacks. Frequently forces have arisen which
have challenged the very concept of order under law, especially in the
gphere of international relations, and have plunged nations into war, the
greatest of all deterrents to human progress.

That these challenges and the conditions of international lawlessness
which they created have not been permanent setbacks is proof of the
inherent vitality and virility of the great principles underlying the whole
concept of world order under international law, ~These facts attest the
indomitable strength of the spirit which has been the great driving force
Dehind the determination of the human race to rise from the darkness ‘of
lawlessness to the light of law.

Today mankind is the unhappy victim of another challenge of this
sort—a powerful challenge which threatens to wipe out the achievements
of centuries in the development of international law and to destroy the
very foundations of orderly international relationships. 1In the face of
this challenge it is of the utmost importance that every citizen visualize
clearly the cardinal features of international law and of order based on
law, as well as the conditions which would prevail if they were destroyed.

Order under law in the relations between and among nations requires
scrupulous respect for the pledged word., It requires fulfillment of obliga-
tions, Without these the whole fabric of mutual trust and, in fact, of

civilized existence must crash to the ground. Without confidence that a
promise made by a nation will be kept and that an obligation assumed by a
nation will be honored, international ;elaﬁonships become reduced to the
level of the jungle.

Order under law in international relations requires that nations respect
each other’s independence. Unless all nations—Ilarge and small-—can con-
gider themselves secure in this respect, they must continually live in fear
of being confronted with tragic alternatives of abject submission or
armed resistance, National effort must then either be half-hearted in
the shadow of ever-present dread or be increasingly diverted from activities
for the advancement of national welfare to the intensive creation of means
of defense. 3

Order under law in international relations requires that disputes among
nations be settled by none but pacific means, and that treaties and agree-
ments, once .entered into, be revised by none but methods of peaceful
adjustment. It is necessary, as all right-thinking people agree, to the

peace and tranquillity of the body politic of a well-ordered State that
individuals shall refrain from self-help and the employment of force and
shall settle their differences by peaceful methods and, when necessary, by
the judicial process. It is no less necessary, if we are to have an orderly
international society—a society capable of rendering the greatest amount
of good to the greatest number of people—that members of the family of
nations shall be governed by similar processes for the settlement of their
differences.

For centuries efforts have been made to banish the use of armed force
a3 an instrument for settling disputes and revising treaties and agree-
ments, . Extensive machinery of judicial procedure, of conciliation, of
mediation and of arbitration has been built up for this purpose. The
efficacy of this machinery has been amply demonstrated. It would suffice
if all nations would but resolve to have full recourse to it. Only by sincere
determination to perfect it and to use it can mankind hope to relegate the
international anarchy of war to the limbo of things forgotten.

Finally, if order under law is to be stable and effective, it is essential
that trade and other economic relationships among nations be conducted
on the principles of fair dealing and equal treatment. Disregard of these
principles leads to economic warfare, which undermines the foundations
of peaceful and orderly international relations. Search for national eco-
nomic self-sufficiency, discriminatory trade arrangements, failure to prac-
tice the doctrine of equality of commercial treatment are among the most
powerful instruments of such warfare. These and other similar policies
have the effect of disrupting the channels of trade, of reducing the volume
of mutually beneficial interchange among nations of useful goods and
services, and of impoverishing all nations. The resulting economic strain
and distress create social unrest within nations and lead to resentment and
conflict among nations. £ g

In recent years there have been truly terrifying .developments in contra-
vention of each of these essential conditions for the effective functioning
of an orderly world. There has been a staggering multiplication of instances
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in which solemn contractual obligations have been brushed a'side with
contemptuous gestures and destructive action. Powerf_ul nations }mve
built up vast armaments for the avowed purpose of attaimqg their national
aims by force; and their action has compelled other nations—even thpse
most sincerely devoted to the cause of peace under a rule of law, including
our own—to :ncrease to immense proportions their own armaments, Peace-
ful nations have been deprived of their independence by the use of armed
force or threat of force, combined with the exercise of fraud and treachery,
Conquered populations have been subjected to new refinements of oppression
aud cruelty. Economic warfare on an unprecedented scale and unparallele'd
jn its intensity has come to dominate the foreign trade and other economic
policies of many nations, causing immense material losses to all nations
ond a marked lowering of the standards of living everywhere.

The specter of a new descent into the conditions of international anarchy
which characterized the dark ages looms on the horizon today. I am
profoundly convinced that it menaces the civilized existence of mankind—
of every nation and of every individual. = Every nation and every indi-
vidual should be actively on guard. S

Our own Nation—powerful as it is and determined as it is to remain at
peace, to preserve its cherished institutions and to promote the welfare of
its citizens—is mot secure against that menace, We cannot shut it out
by attempting to isolate and insulate ourselves. We cannot be certain of
safety and security when a large part of the world outside our borders
is dominated by the forces of international lawlessness.

We cannot close our eyes to what is going on elsewhere in the world
and delude ourselves with the mere hope that somehow—somehow—all this
will pass us by. Never in our national history has there been a more
desperate need for a clear understanding by every responsible citizen of
our country of what is taking place in the world and of how it affects us.
Such understanding is essential to a wise charting and application of our
national policies. Under our system of government it is the most effective

" gafeguard for the maintenance and promotion of the national interest.

The world is today torn by conflicts, the outcome of which will affect
the lives of future gencrations in all countries. The world is today
threatened with an orgy of destruction—not only of life and property,
but of religion, of morality, of the very bases of civilized society. The
spread of international anarchy not only undermines law, justice and moral-
ity among nations, but also inevitably impairs, within nations, these essen-
tial foundations of civilized existence.

In the face of existing conditions, we have no choice but to expand our
program of armament construction to a degree necessary to provide fully
adequate means of defending this country’s security dnd its rightful inter-
ests, But if mankind is to avoid a long-continuing period of chaos and
retrogression, it can only be through the firm establishment of order
under law. Never before has there been a greater need.for our people

‘to place the support of a wholly united public opinion behind our Nation’s

efforts to exert the great weight of its moral influence in favor of a
revindication and revitalization of the basic principles or order under law,
which alone can give lasting assurance of safety, security and peace.

Upon those of us who devote their lives to the improvement and appli-
cation of international law there devolves today a special duty. It is our
task to help our fellow citizens to a better realization of the crucial im-
portance which preservation of international law and of order based on law
has for them and their country. It is our task to make the immense
eignificance of international law a living reality in the mind and heart of
every American.

While doing this we should constantly and persistently search for ways
and means of strengthening the structure of imternational law and of mak-
ing effective the translation of its principles into firmly established inter-
national practice. We should spare no effort to demonstrate that the
spirit which has made possible, over the centuries, immense forward strides
in the development of international law still lives.

Stunned by the cruel events which unfold all around them, millions of
men and women have become a prey to doubt, hopelessness and despair.
It is all the more necessary for us, who believe in the eternal vitality of
international law and of international morality, to hold fast to the con-
viction that law and morality will triumph over the forces of lawlessness
and chaos which have again risen to challenge the very concept of order

- under law—just as they have, in the past, triumphed over similar chal-

lenges, I am certain of that triumph. I am certain that we and others
who hold our beliefs will not falter in that faith or fail to do everything
possible to restore and extend the full sway of effective international law
ever relations among nations.

—_——

Secret_ary of State Hull Deplores Use of Science as

Aid to Brute Force—Address Before American
Scientific Congress

Secretary of State Cordell Hull, addressing the eighth
American Scientific Congress, meeting in Washington May
13, deplored “the fact that a blighting shadow of cultural
eclipse has temporarily fallen on so many countries” and
said the Americas are fortunate that here “thought is still
free and science is still untrammeled.” He told the 1,500
delegates from 21 American Republics that “a nation which
curbs freedom of thought or denies the dignity of the human
soul dooms itself inevitably to decadence.”

Associated Press advices of May 13 from Washington
further reported his remarks as follows:

“In some nations science has been reduced to the sorry estate of a hand-
maiden of oppression and brute force,” he told the Congress. ¢
d(;;%cience cannot flourish where freedom of thought does not exist,” he
a 3

“Today we witness a stark demonstration of the possibilities of anti-
social and anti-moral use of the achievements of science. ‘

“Weapons made possible by great scientific discoveries . ., . are
being created and wielded by some nations in pursuit of policies of aggres-
sion and aggrandizement. This compels other nations to create and wield
similar weapons in defense or in preparation for defense.”

Mr. Hull declared declared that the fault was not that of the scientists,
bhowever, and said that creating conditions in which scientific progress
will serve constructive rather than destructive social and meoral ends is a
task for all mankind.

““Neither social organization directed toward securing the greatest good
for the greatest numbers,” he declared, “nor the cultural and spiritual
values which the overwhelming majority of mankind prizes and cherishes,
nor science itself can be expected to survive a too protracted and too wide-
spx('ieac} abuse of the achievements of scienice for anti-social and anti-moral
ends.”

) The eighth American Scientific Congress which opened
in Washington May 10 concluded its scientific sessions yes-
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terday (May 17). It was the largest Congress of its kind
since the first was held in 1898 in Buenos Aires. Represen-
tatives designated by governments of every North and South
American country attended. Advices of May 10 from Wash-
‘ington to the New York “Times,” also said:

Invitations on behalf of the President were extended by Secretary Hull
several months ago to the governments of the other American republics.
‘Leading educational institutions and scientific organizations throughout
the 21 American republics have been invited by the organizing committee
to participate.

““The response to these invitations,” Secretary Hull' stated, ‘“has been
most encouraging and has indicated a genuine interest in the Congress on
the part of the governments and of the scientific leaders throughout the
hemisphere, ;

““World events of the past few months have projected in sharp relief
the desirability of closer inter-American cooperation in all' fields of human
endeavor, It is believed that the Congress will afford a notable oppor-
tunity for leaders in the learned professions throughout all of the 21
American republics to reinforce their bonds of friendship and to experience
a clearer realization of the practical value of inter-American collaboration

- in peacetime scientific endeavors,”

President Roosevelt’s address before the Congress May 10

is reported in a separate item in today’s issue.
——eee.

Secretary of State Hull to Open National Foreign
Trade Week, May 19-25, With Radio Address

Secretary of State Cordell Hull will open the 1940
National Foreign Trade Week,” May 19-25, with a nation-
wide radio broadcast tomorrow evening, May 19, beginning
at 9:30 o'clock, Eastern Standard Time. A message from
President Roosevelt will be read by the Secretary in the
course of his 15-minute radio address. Other Government
officials who will make addresses at various celebrations
held throughout the country include: Raymond H. Geist,

Chief of the Division of Commercial Affairs of the State
Department ; Edward J.| Noble, Under-Secretary of Com-
merce, and Rear Admiral| Emory §. Land, Chairman of the
Maritime Commission. At the New York World’s Fair pro-
grams have been arranged at several foreign and industrial
buildings for observance of the week.

—_—————

Report on Foreign Trade of Latin America Issued by
Tariff Commission

United States exports to Latin America, in the six months’
period since the inception of the European war, September-
February, 193940, were 54% greater than in the same
period 1938-39, and imports from Latin America were 329
greater. In the same period United States exports to all
countries increased only 33%, and imports 27%. These
facts are brought out in Part I of a report on the Foreign
Trade of Latin America released May 10 by the United
States Tariff Commission, and entitled “The Trade of
Latin America with the World and with the United States.”
It is doubtful, states the Commission, that the reeent rate
of increase in exports to Latin America can long be main-
tained, unless Latin America obtains more adequate means
of payment for United States purchases than it now
possesses. The Commissions announcement in the matter
further said: :

In recent years Latin America has usually accounted for about one-
fifth of the foreign trade of the United States. In 1939 United States
exports to Latin America were valued at $569,000,000, or 189% of total
exports, and United States imports were valued at $518,000,000, or 22%
of total imports. The United States is by far the largest supplier of
imports into Latin America, accounting for 849% of total Latin American
imports valued at nearly $1,500,000,000 in 1938. This country is also
the largest market for Latin American exports, taking 80% of the total
export trade of that area, valued at over $1,800,000,000 in 1938. Trade
between the two regions has consisted chie ly of the exchange of Latin
American foodstuffs and industrial raw materials for United States manu-
factures and semi-manufactures.

For the duration of the war the markets of Germany, Czechoslovakia,
Poland, Denmark and Norway will probably be largely, if not entirely,
closed to Latin American products. Moreover, the credits obtained from
goods sold by Latin American countries to the United Kingdom and France
may not be made available, because of war-time controls, for the purchase
of products in third countries such as the United States. In addition, the
United Kingdom requires that certain British goods sold abroad be paid
for, not in British currency or in the currency of the buying country, but
in United States dollars or other specified currencies. To the extent that
dollars are utilized, this mandate will operate to deplete funds which
might be used to purchase United States products. Because of the pre-
occupation of European countries with the war, the United ‘States has an
opportunity to expand its sales in Latin American markets. The extent of
that expansion, however, will depend, in large degree, upon the ability
of Latin American countries to finance increased purchases from the
United States. This, in turn, will depend upon the ability of the Latin
American countries to obtain credits, to maintain their exports to former
markets, and to secure free exchange for such exports, or to cover losses
sustained in some markets by increasing their exports to others, including
the United States itself.

When completed, the Commission’s report will consist of three parts;
Part I, now released, deals with the trade of Latin America as a whole;
Part II will deal with the trade of individual Latin American countries,
and Part IIT with Latin American export commodities. Part I containg a
short description of the Latin American area, a consideration of the com-
mercial policies of the Latin American countries, an examination of the
total trade of Latin America with the world and with the United States,
and an analysis of special problems in the foreign trade of Latin America,
especially those arising out of the present European war,

—_—
New York World’s Fair Opens Second Season—Message
; of President Roosevelt

The New York World’s Fair opened its second season on
May 11 with a paid attendance of 192,800. The Fair was
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officially dedicated to the ideals of “Peacs and Freedom” by
Governor Herbert H. ILehman of New York who, in an
address before 20,000 persons in the Court of Peace, warned
of the need to prepare ourselves against any possible foreign
aggressor. -

Noteworthy among the foreign nations who returned to
the Fair this year were Finland, Norway, and Luxembourg,
all victims of invasion in the past six months. ;

In a message wishing the Fair every success, President
Roosevelt described the Fair as “a symbol of international
common sense.”” Mayor La Guardia in a welcoming address
said that peace and freedom, the theme of the Fair, are
commodities “of -which we have a surplus in this ecountry
and of which there is a great scarcity in other parts of the
world.” Following is the text of President Roosevelt’s
message:

On the occasion of the reopening of the New York World's Fair_ let me
congratulate you and your colleagues on your success in continuing an
undertaking that was of such incalculable value last year.

Fairs have been means of communications between peoples for at least
15 centuries. They have often served to keep lines of communication
open when disorder, war or misfortune closed other channels. They were
Dlaces where people, as people, could exchange ideas, teach each other,
learn from each other, trade goods, make contacts and find new friendships,

They have always been of first importance in commerce. Lord Coke, in
an ancient English treatise, took occasion to say that every fair was a
market, and so it has proved. ¢

The custom of merchants, which has led to international practices un-
breakable even by war, was developed, at Jeast partly, through the common
-sense intercourse of businessmen at the international fairs.

But these gatherings have made a greater contribution to modera life.
They taught the Western World to value elements of culture which were
common to all human beings. The lively art of international political
reporting, and even of political satire, was enriched by the art of the strolling
players, who set up their booths and, often humbly, offered to all comers
their entertainment, their drama and their half-humorous, half-jesting
comments on the life of the time. X

No 0..¢ has ever yet go e to an international fair without appreciating
the genius of other countries; and because of that, he is able to have a
greater respect for the accomplishments of his own.

The World’s Fair is a symbol of international common sense. It deserves

to have every success,
. e

Handy & Harman Issue New Silver Market Chart

Handy & Harman, New York, dealers in precious metals,
have prepared a new and larger edition of the market chart
which they have published for many years, showing the
price history of silver. The new chart, which is ready for
distribution, shows the price trend in New York from 1900
through the beginning of 1940; space is provided for carrying
the chart forward to 1950. OQutstanding price changes in
the period covered are explained on the face of the chart.

————

‘Statistics for 1938 of Electric Utilities Published by

Federal Power Commission

The Federal Power Commission has announced the pub-
lication of ““Statistics of Electric Utilities in the United States
1938.” The 500-page volume contains financial and related
information in considerable detail on 393 individual electric
utilities, presented in seven sections as follows:

Section I—DBalance Sheets. Section II—Income and
Earned Surplus. Section III—Capital Stock and Bonds.
Section IV—Electric Operating Revenues, Customers and
Sales, Section V—Electric Operating Expenses. = Section
VI—Utility Plant. Seetion VII—Physical Quantities.

P~ The volume is sold only by the Federal Power Commission.

The charge is $2.00.
—_————

Young Men Offered Summer Nautical Course on
Training Ship

The American Nautical Academy, National Training
School for Merchant Marine Officers, Washington, D. C,,
announces that boys and young men between the ages 9f
11 and 21 years will be allowed to secure practical ship
experience on board a training ship of the Academy within
the period from June 1 to Oct. 1, 1940. The announcement
further said:

The young men may remain on board ship for the entire period, or for
any shorter time they may wish, but not for less than a month.

Students who enter for any period less than the full course will receive
instruction only in those subjects being taught while the student is on
board ship. 5

The purpose of the course is: First, as a foundation for those who wish
to become officers in the Merchant Marine and devote their lives to &
career in the service; secondly, for those boys and young men who, though
not desirous of following the sea, still wish to obtain a general knowledge
of ships and the life afloat.

There is no charge for instruction nor for living quarters on board ship.
The only required expense is for meals, which are 49c. Three meals are
served daily.

There is no tuition charge for any of the courses offered by the
Academy; and no obligation for future merchant marine, military or
naval service of any kind is incurred by the young men.

—_——

K. H. Olive Reelected Head of Canadian Commodity
Exchange Inc.

K. H. Olive of Olive & Dorion, Ltd., was elected President
of the Canadian Commodity Exchange, Ine., for the third
successive term at the annual general meeting held in Mon-
treal on May 16. John Freeman of Lovell & Christmas
(Canada) Ltd., was reelectod Vice-President and A. F.
MeGillis of Alex. D. MeGillis & Co. was returned as Trea~
surer. Retiring Governors were reelected.
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Regarding Mr. Oiive’s report to members of the Exchange,
an announcement said:

In spite of the disturbing influences of war the Canadian Commodity
Exchange enjoyed substantial progress during the past year, Volume of
trading in butter and cheese was close to 25,000,000 pounds, and the turn-
over in butter alone rose from over 13,000,000 to upwards of 21,000,000
pounds. More interest had been shown in egg trading, Mr. Olive said, but
war conditions had mitigated against increased turnover in this commodity.
8imilarly, he said that due to the war no attempt had been made to intro-
duce new commodities for trading. ' The financial condition of the Exchange
was extremely sound, Mr. Olive stated.

PRSI S

J. E. McKenna Reelected Chairman of Montreal Curb
Market—Raymond Allan Heads Montreal Stock
Exchange

Lt.-Col. J. E. McKenna of Mead, Yates & Osler, former
Chairman of the Montreal Stock Exchange, has been re-
elected Chairman of the Montreal Curb Market for the
1940-41 term. All other members of the Board of Manage-
ment have been returned to office.

When Col. McKenna formally took office at the annual
meeting yesterday (May 17) it was the third time he became
Chairman of the Montreal Curb Market. He was first
elected Chairman of the Curb in May, 1936, and was again
elected to the position last October when D. 8. Yuile resigned
from the office upon being called to the colors. Followin
his fiist term as Curb chairman, Col. McKenna was electe
?&gs%ir:xsnsan of the Montreal Stock Exchange ror the session

Raymond Allan, Vice-Chairman of the Montreal Stock
Exchange, has been elected by acclamation Chairman of the

. Exchange, succeeding Grant Johnston for the year 1940-41.

Mr. Johnston, of Grant Johnston & Co., who has held the

chairmanship for the past two years has been elected a

trustee of the gratuity fund for a period of three years.

Mr. Allan is a former Chairman of the Montreal Curb

Market and a partner in Greenshields & Co. H. C. Mae-

Dougall of MaeDougall and MacDougall, becomes Vice-

Chairman, and H. MaeD. Paterson succeeds Mr. Mac-

Dougall as Secretary-Treasurer.

—an

C. B. Harding Elected Chairman of Board of New York
Stock Exchange—Nine Governors and Two Trustees
‘of Gratuity Fund Also Chosen

At the annual election of the New York Stock Exchange,
held May 13, Charles B, Harding, a partner of Smith, Bar-
ney & Co., was elected Chairman of the Board of Governors
for a term of one year. The entire official slate of the
Nominating Committee, which was given in our April 13
issue, page 2356, was elected without opposition. Of the
658 votes cast cof the members, with two defective, Mr.
Harding received 619. The total vote cast last year was
669, and in 1938 it was 924. There were also elected nine
Governors of the Exchange and two Trustees of the Gratuity
¥und. The names of these and the votes they received are
as follows:

FIVE MEMBERS OF THE BOARD OF GOVERNORS

Members of the Exchange
For the Term of Three Years
Robert Cluett III, Burton, Cluett & Dana 587
E. Burd Grubb, Coggeshall & Hicks 592
Ernest L. Jones, Pyne, Kendall & Hollister. 632
Sylvester P, Larkin, at J. H. Brooks & Co 584
Sidney Rheinstein, at Stern, Lauer & Co 548

TWO MEMBERS OF THE BOARD OF GOVERNORS
Allied Members or Non-Members of the Exchange residing in the metro-
politan area of the City of New York, who are general or limited
partners in member firms engaged in a business involving direct
contact with the public: ~
For the Term of Three Years

J. Gould Remick, Evans, Stillman & Co. 640
Paul V. Shields, Shields & Co. 539

TWO MEMBERS OF THE BOARD OF GOVERNORS
Members or Allied Members or Non-Members of the Exchange residing
outside of the metropolitan area of the Oity of New York, who are
general or limited partners in member firms having their principal
places of business outside of said metropolitan area and engaged in a
business involving direct contact with the public:
For the Term of Three Years

Russell E. Gardner Jr., Reinholdt & Gardner, St. Louis, Mo.
Edgar Scott, Montgomery, Scott & Co., Philadelphia, Pa.

TWO TRUSTEES OF THE GRATUITY FUND

For the Term of Two Years
John K. Starkweather, Starkweather & Co.

For the Term of Three Years
Reginald W. Pressprich, R. W. Pressprich & Co.
OSSR RS

A. C. Beeson Renamed to Head Association of
Customers’ Brokers—Other Nominations

Nominations for officers and members of the Executive
Committee of the Association of Customers’ Brokers were
announced yesterday (May 17). This slate is to be voted
on at the Association’s annual meeting at the Hotel New
Yorker on June 3. Three of the present officers were nomi-
nated for re-election, namely, Albert C. Beeson of Franecis I.
Du Pont & Co., President; Thomas B. Meek, Orvis Brothers
& Co., Vice-President and Kenneth I. Walton, J. S. Bache &
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Co., Treasurer. For Secretary, Edward H. Hill of Fenner &
Beane was nominated to replace Alfred L. Ferguson, of
Estabrook & Co. who was unable to serve for another year.

The Nominating Committee made it clear that it did not
favor continued succession of those in office but in view of
the youth of the organization and in view of the conditions
now prevailing, suggested their reelection for another year.
The Committee’s statement follows:

Your committee recognizes that the Association is still young and that
there are a number of important undertakings now being actively conducted.
The successful accomplishment of these undertakings largely depends on
the experience, interest, enthusiasm and vision of the present officers.
Therefore, after deliberate consideration we nominate the present President,
Vice President and Treasurer for a second year. Your committee has not
lost sight of the original intention to have our officers serve for one year
only. It subscribes unanimously to that policy and urges that its action
should not establish a precedent for later years.

The following is also from the Association’s announcement:

Members nominated to serve on the Executive Committee for 4 years
were: Alfred E, Borneman, Kidder, Peabody & Co., Alfred L. Ferguson,
Jr., Estabrook & Co., C. Edward Grafmuller, Eastman, Dillon & Co., and
W. Ralph Rockhold, Jr., F. 8. Moseley & Co. :

The names presented for members of the Admissions Committee were:
Geoffrey C. Ettleson, Granberry & Co., and Percy Friedlander of D, M.

Minton & Co. 3
Additional nominations may be made by a petition signed by twenty
members and presented to the Secretary of the Association five days before

the annual meeting.
Those composing the Nominating Committee are Armand E. Fontaine,

Chairman, Spencer Phillips; Henry W. Doyle, Arthur Shaffer, Martin
Gallagher, Lyle L. Shepard, H, Lloyd Lawrence and Anthony A. Smith.
—p——

R. R. Sayers Named by President Roosevelt as Director
of Bureau of Mines

President Roosevelt sent to the Senate on May 13 the
nomination of Royd R. Sayers, of Virginia, to be Director
of the Bureau of Mines of the Department of the Interior.
He will suceeed John W. Finch, who resigned last January
at the request of Secretary of the Interior Ickes.

—p————— .

John J. Rooney Appointed Comptroller of American
Bankers Association

John J. Rooney has been appointed Comptroller of the
American Bankers Association, it was announced May 9 by
Dr. Harold Stonier, A. B. A. Executive Manager. Mr. Roo-
ney has been with the Association since 1913, and served as
auditor of the organization from 1928 until he was appointed
to his present post.

—_—
Pennsylvania Bankers Association to Hold Annual
Convention in Atlantic City, N. J., May 22-24

The 46th annual convention of the Pennsylvania Bankers
Association will be held at 