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Dividends

German Government International |Pividend Notice
5%% Loan 1930 (Young Loan)

Pursuant to the official statement published by the German D et Mave
Consulate General in New York on May 29, 1940, the undersigned B dediaced the recalar quir-
Company hereby gives notice that the June 1, 1940 coupons terly dividend of $1.37% per
appertaining to bonds of the American Tranche of the Young - jehareon the SiLE CocuLaye.
Loan stamped “U. S. A. domicile 1st October 1935” will be pur- this 'éfmaﬁon payable July 1,
chased on and after the date of maturity either at the office of A\ 1940 to stockholders of record
J. P. Morgan & Co. Incorporated, 23 Wall Street, New York June R B0 SCherke il be
City, or at any of its own offices in the United States. The i S. W. DUHIG,
purchase price will be $20 per $27.50 face amount of such coupon, . Vice-Pres. and Treas.
which is the same price as heretofore paid by the undersigned May 24, 1940
Company for stamped coupons of the Young Loan which matured
on December 1, 1935, and which have matured since that date
up to and including December 1, 1939, ° .

Holders who fail to avail themselves of this offer or whose
June 1, 1940 coupons are not stamped with the above-quoted
legend may obtain Reichsmarks (Young Marks) on the same SHELL UNION OIL
terms as those on which Reichsmarks have heretofore been CORPORATION
offered for the June 1, 1935, and subsequently matured coupons :
of unstamped bonds of the Young Loan. .

HAMBURG-AMERICAN LINE
May 31, 1940. 57 Broadway, New York, N. Y, ; THE ATLANTIC REFINING CO.

=
PREFERRED  [/x 2% NUMBER
DivIDEND  \&W

Dividends

At a meeting of the Board of Directors
held May 27, 1940, a dividend of

, : one dollar ($1) per share was declared
The Monthly | /"y rionAL Bank b St A o
Earnings Record of EGYPT focliclis ofsesid e cle o

An indispensable record of care- Commareicl Rogistor No. 4+ Gateg ||| be malled- ... .y M. O'CONNOR

fully compiled earnings staloments, A ——— — May 27, 1940 Secretary

wisod and ushd oty | || EREEY A G i
s B e

THE FIECTRIC STORAGE BATTERY CO.

PART I ;
The Directors have declared
L.ONDO.N.AGENCY : from the Accumulated Sur-
STEAM RAILROADS 6 and 7 King William Street, E. C. 4 xl e plus of the Company a divi-
Gives the monthly returns of Pnches ok 65 fe A LR L )
every Class I road obliged to srinbipar Losern §tock2nnd the Prefelr&egd Stoclfn paygblg
i i ! EGYPT and the SU une 29, 1940, to stockholders of record o
file with tha. I_ﬂ wrsm.to Com- iy 9 FUDAR both of these classes of stock at the close of
me’:ce C?m?l“lon’ y“t'h vom- bus_ingss on June 8, 1940. Checks will be
p&l‘lBOI!B or two previous years, mailed.
Aleo gives supplementary state- __ H.C. AuLAN, Secretary and Treasurer.
ments for the current month and Dividends Philadelphia, May 17, 1940.

ear to datv, showing income,

ixed charges, dividends, &e.,
and selected balance sheet items. AMERICAN A ee ral i Dye Corporaﬁon
PART 11 CAN COMPANY 61 Broad‘way, New York

PREFERRED STOCK May 28, 1940

On May 28th, 1940 a quarterly dividend of Allied Chemical & Dye Corporation
PUBLIC UTILITIES one and three-quarters per cent was declared has declared quarterly dividend No. 77

INDUSTRIAL on the Preferred Stock of this Company, pay- of One Dollar and Fifty Cents ($1.50)
per share on the Common Stock of the

MISCELLANEOUS able July 1st, 1940, to Stockholders of record Company, payable June 20, 1940, to
Gives latest available monthly at the close of business June 14th, 1940. common’ stockholders of record at . the
quarterly or semi-annual em_n’ Transfer Books will remain open. Checks close of business June 8, 1940.

ings statements, with compari- will be mailed. 'R A BURGER, Secretary. W. C. KING, Secretary
sons for one or more previous

ears. Is a cumulative record

igures for the latest available - 37 3o g T Y

period being repeated until the Tlle EXP ANDIT Bmder New York, May 28, 1940.

next reports are available. Protect M % A dividend of six per cent, ($3. per share) on the
SUBSCRIPTION PRICE s rotects your Magazines Preferred Stock of The Alabama Great Southern

‘ B P i o acora’al
une 5 3 8 olders of record at the

#4850 CER YEAR - ““f up to 133834 fnches close of business June 8, 1940.
Foreign Postage Ectra Single Copies $1.00 Price $2.00 each : A dividend of six ggz cent. ($3. per share) on the
Plus postage Ordinary Stock has n declared payable June 28,
40, to stockholders of record at the close of

" WILLIAM B. DANA COMPANY Prices for lrger sizes e T 0e

26 Spruce Street NEW YORK CITY on application C.E.A.McCARTHY, Vice-President and Secretary.

he “E ” R
Tz 5 XPANDIT” Binder THE CHESAPEAKE AND OHIO RY. CO.
6 Spruce St., New York City A dividend for the second quarter of 1940 of
—_ one dollar per share on Preference Stock, Series A,
ggg of sixty-two axégc kon(e;gag(t) cents g)er shar:l?)ra
T3 . . ” par common s B . _per share on
ecun Am ar common stock) will be paid July 1, 1940, to
S ty De&lers Of NOI’“I el’lca AT Eg’l;:(‘l){holl(‘iers (;r regggﬂs at gllfse of Ilmsiness June 7,
A directory of Stock r 1940. ransfer will not close.
and Bond Houses ko ™ ! o H. F. LOHMEYER, Secretary.

J. I. Case Company

Strong—Rugged—De - Incorporated
. i penidxble Racine, Wis., May 27, 1940.

HERBERT D. S i Bretorted Mock of this Gompany has
. standin efer: 0oCk 0f is Company has
o L EIBERT & CO Teon deslared payable July 1st, 1940, to holders
ublishers of record at the close of business June 12th, 1940.

26 Spruce Street New York Citr THEO, JOHNSON, Secretary.
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NOTICE OF REDEMPTION

To Holders and Registered Owners of

STANDARD OIL COMPANY

(Incorporated in New Jersey)

SERIAL NOTES

13, % Series due 1943 21, % Series due 1945
2% Series due 1944 234 % Series due 1946
21/, % Series due 1947

NOTICE IS HEREBY GIVEN that, pursuant to the
provisions of the Indenture dated July 1, 1938 between the
undersigned and The Chase National Bank of the City of
New York, as Trustee, all of the Serial Notes of the several
series thereof, to wit,

1349 Series due 1943 2Y49% Series due 1945
29% - Series due 1944 234% Series due 1946
214% Series due 1947,
now outstanding under the said Indenture in the aggregate
principal amount of $35,000,000. will be redeemed and paid on
July 2, 1940, as follows: |

13,% Series due 1943 at 10034 % of the principal sum thereof

2% Series due 1944 at 10114% of the principal sum thereof

214 % Series due 1945 at 101, % of the principal sum thereof

2349 Series due 1946 at 1017 % of the principal sum thereof

214 % Series due 1947 at 10214 % of the principal sum thereof

together with interest accrued thereon to the date of

redemption thereof.

The several redemption prices will be paid in such coin or
currency of the United States of America as at the time of
payment is legal tender for public and private debts, upon
surrender on and after such redemption date, at the office of
{i P. Morgan & Co. Incorporated, 23 Wall Street, New York,

. Y., of the Serial Notes and, in the case of Serial Notes in
coupon form, with all coupons thereto appertaining maturing
on and after January 1, 1941,

Serial Notes in registered form should be accompanied by
duly executed assignments or transfer powers in blank.

After such redemption date, July 2, 1940, no interest shall
accrue upon or in respect of any of the Serial Notes of the
several series thereof and all coupons maturing subsequent
to July 2, 1940, shall be without force or effect. -

STANDARD OIL COMPANY

(Incorporated in New Jersey)
Dated May 31, 1940, By W. 8. FARISH, President

Offer fo Holders of Certain

Hungarian Municipal, Ecclesiastical and
Private Long-Term Bonded Debts

The Cash Office of Foreign Credits at Budapest, Hungary, hereby announces
that pursuant to the Offer of the Cash Office, published on Juiy 23, 19317, it will
redeem coupons of the maturity, and with respect to the issues, hereinbelow specified,
gx;iinzstl:whpenod state_tlil, l:a.t t,hed nﬁ‘e of gSi.'ISCper «:iul;))on detached from a $1,000
. Such payment will be made through its Central Paying Agents in New York
SCHROPER TRUST COMPANY, 46 William Street, New York, N. Y. :
This Offer does not apply to coupons attached to any of the securities below
mentioned which shall have been stamped and registered as being in Hungarian
ownership under the Decree of the Hungarian Cabinet Council, No. 300/1936 M. E.
and is made only to persons resident outside of the Kingdom of Hungary or firms or
corporations situated outside Hungary, excluding branches thereof in Hungary.
Coupons presented in acceptance of this Offer must be transmitted to
E‘SEEBOD(?Rd?t‘RUtiT &OMP%Y} !nu Cenftrlal Paying Agents ta.if the Cash Office of
ign Credits, together with a form of letter of t i hich i i
iy, Srefia, togsther etter of transmittal which is obtainable

Name of Issue Coupon Date Offer Expires
CITY OF BUDAPEST, External Sinking Fund
6% Gold Bonds of 1927 June 1, 1940 November 30, 1940

BRITISH AND HUNGARIAN BANK LTD.
7Y% % thirty-five year Sinking Fund Mort- -
gage Gold Bonds, Dollar Issue.............. e June1,1940  November 30, 1940

June 1, 1940.

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

NOTICE OF SALE

$176,000
TOWN OF BETHLEHEM,
in the County of Albany,

New York.

WATER DISTRICT NUMBER ONE
BONDS

Sealed proposals will be received and considered
by the Town Board of the Town of Bethlehem,
in the County of Albany, at 388 Kenwood Avenue,
in Delmar, New_ Y ESDA
THE 13TH_ DAY O
O’CLOCK, P. M
the purchase of $1
One Bonds of the Town of Bethlehem, dated
May 22, 1940, and maturing, $4,000 of bonds on
May 22nd in each of the gears 1941 to 1954, in-
clusive, and $5,000 of bonds on May 22nd in h
of the years 1955 to 1978, inclusive. The
will consist of one hundred and seventy-six
of the denomination of $1,000 each. The
will be coupon bonds, with privilege of conversion
into registered bonds. Both principal of and
interest on the bonds will be payable in lawful
money of the United States of America at the
branch office of the National Commercial Bank
and Trust Company in Delmar, Albany County,
New York.,

Bidders are invited to name the rate of interest
which the bonds are to bear. The rate named
must be a multiple of one-quarter of one per
centum or one-tenth of one per centum, must not
exceed six ger centum (6%) and must be the same
for all of the bonds. The bonds will be awarded
to the bidder offering the lowest rate of interest,
without regard to premium, and if two or more
bidders offer the same lowest rate of interest, the
bonds will be awarded to the bidder offering the

hj%l;est Premlum.

0 bid for less than all of the bonds will be
considered. The right is reserved to reject any
or all bids.

The bonds are authorized to be issued pursuant
to the Town Law of New York, for the purpose
of making improvements to the water supply
system in Water District Number One in the
Town of Bethlehem. The bonds are payable in
the first instance from a levy upon the property
in the Water District, but, if not paid from such
levy, the Town is authorized and required by law
to levy on all the taxable prog;erty of the Town
such ad valorem taxes as may be necessary to LE:F
the bonds and the interest thereon, without -
tation as to rate or amount. The successful
bidder will be furnished with the opinion_of
Messrs. Reed, Hoyt, Washburn & Clay, of New
York City. ’

Proposals may be mailed in a sealed envelope
marked on the outside ‘‘Proposal for Bonds'' and
addressed to the undersigned Town Clerk, at
Delmar, in Albany Co., N. Y. Bidders must
deposit with their bids a certified check for $3,520,
gayable to the order of the Town, to secure the

'own st any loss resulting from a failure of
the bidder to comply with the terms of his bid.
Purchasers must pay accrued interest from the
date of the bonds to the date of delivery. No
interest will be allowed uponulﬂtl)(iadgmounb of the

er,

detailed report of essential facts will be sub-
mitted to any interested bidder. The average
assessed valuation of real estate subject to taxa-
tion by the Town, as determined by the last
completed assessment roll and the four precedin
assessment rolls, is $11,895,208.00; the _tota
bonded debt of the Town including the bonds
described above, is $788,500.00; the population of
the Town accordlng to the most recent United
States Census is 7160 (1930); the bonded debt of
the Town does not include the debt of any other
subdivision having power to levy taxes upon any
o; :tl]l o{‘ the property subject to the taxing power
of the Town.

The fiscal year of the Town begins on January

The amounts of taxes levied by the Town
J 1. 1038, and S miee 1o
anuary 1, , and January , were, re-
ively, $268,132.66, $308,283.51, and $298,-
781.54; the amounts of such taxes uncollected at
the end of the resgect.lve fiscal years were $11,-
212.82, $14,187.13, and $3,847.52; and the
amounts of such taxes which remained uncollected
as of the date of this notice, were, respectively, -
$467.18, $1,837.82 and $3,847.52. The amount
of taxes levied for the current fiscal year was
$322,427.47, and the amount of such taxes which
have been collected is $301,634.25.

The period of probable usefulness of the object
or tmrpose for which the bonds are to be issued
is 40 years,

By order of the Town Board.

Dated, May 22nd, 1940.

ROBERT F, WESTERVELT,
Town Clerk.

Dividends

UNION CARBIDE
AND CARBON
CORPORATION

v

A cash dividend of Sixty cents
(60c.) per share on the outstand-
ing capital stock of this Corpora-
tion has been declared, payable
July 1, 1940, to stockholders of
record at the close of business
June 7, 1940,

ROBERT W. WHITE, Treasurer
e —————— ]




The Financial Situation

ITH all the depressing news from a Europe
“swept with confused alarms of struggle and
flight,” and admidst all the turmoil here at home
where we seem to proceed “as on a darkling plain
where ignorant armies clash by night,” certain ele-
ments of encouragement appear to be taking form.
Evidently, the pressure of informed public opinion,

additional revenue by means of a hastily formulated.
tax program. - Meanwhile, advantage is to be taken.
of the existing state of mind among the rank and file
to do what the Administration has long unquestion-
able wanted to do but has feared to do—raise the
debt limit and thus be rid of the troublesome problem
of find the funds for the purposes in hand.

upon  the President has
beensuch astolead him to
feel obliged to call a num-
ber of eminent industrial-
ists to his side. Doubtless
the same forces are respon-
sible for what appear to be
some concessions. in the
matter of artfully dodging
the question of finding the
money for the enormous
outlays planned by the Ad-
ministration in the name
of defense and otherwise.
Obviously, of course, what
has been done or is about
to be done (as far as is
known at present) solves
none of the more perplex-
ing problems by which the
nation is faced, but the
steps thus taken or in con-

templation strongly sug- -

gest that the powers that
be have been obliged at
least to “make a showing”
of facing facts and of yield-
ing to the demands of com-
mon sense. All this may
be; and it is to be hoped
that it will prove to be, a
forerunner of further and
more effective action in the
early future.

What must yet be done
is, in main outline, clear
enough. - If the industrial
executives from whom the
President is now seeking
advice are permitted to
speak their minds freely,
the Chief Executive will
doubtless learn from them
very quickly what the es-
sentials of an effective pro-
gram are in many of their
aspects. As to other re-
quirements, he will, ap-

parently, have tolearn for himself. Turning first to

The Réai Defense Problems

The lesson this tragic hour has taught is
that capacity and efficiency in manufactur-
ing production determine a nation’s ability
to defend itself.

1t is evident that handicaps to industry in
production for the nation’s protection are as
dangerous as fifth column intrigue. Barriers
to economic efficiency will imperil the nation
as much as outside sabotage. Obstructions
to industrial production will give aid and
comfort to a potential national enemy.

Our own experience in the great war, the
Allies’ experience thus far in this war, show
that the bottleneck of supply is procurement
—the term procurement embracing specifica-
tions, purchases, inspection and delivery.
For successful results procurement must be
put in the hands of practical, experienced
civilians. Unless this is done, the processes
of production by manufacturers will be con-
stantly hampered and the program of defense
will be subject to long delays and very high
costs. Placing the job in the hands of those
best qualified by experience to execute it will
command public confidence that the planned
program can and will be carried through.

A shortage of skilled labor exists in many
occupations vital to national defense. A
reservoir of such labor must be created with
the greatest possible speed. Given the neces-
sary procurement orders promptly, industry
can train all the skilled labor required ade-
quately and quickly, )

Production for national defense requires
the expansion of plants and equipment which,
in the light of World War experience, will be
virtually valueless when the emergency is
passed. Ample private capital is available to
finance the necessary expansion of plant and
equipment. Its use must be encouraged be-
cause it will to this extent prevent increase

" in public debt. But it is clear that tax laws

and regulations must be modified to permit
wiping out the investment during the useful
life of the new facilities.

It is highly important also that provision be
made for the capacity operation, night and
day, of new and existing facilities both in
Government plants and in those private in-
dustries essential to defense.

None of these things requires the abandon-
ment of any sound social legislation. They do
mean the removal of such legislative and ad-
ministrative restrictions on industrial pro-
duction as have been condemned by military
and industrial experience.—Board of Direc-
tors of the National Association of Manufac-~
turers in a public statement issued on May 29.

Thoughtful citizens are today pondering
these facts with a great deal more concern
than they feel regarding the progress of de-
fense appropriation bills through Congress.

Not a Defense Deficit

From the discussions in
Washington one would
suppose that the fiscal
problem by which the
country is now faced is one
of financing a deficit un-
avoidably created by de-
fense expenditures upon
which the nation has set
its mind.  Such, however,
is obviously not the fact:
Add the funds the Presi-
dent has requested during
recent weeks to those pro-
posed at the beginning of
the year, and we have a
sum amounting roughly to

~ $10,600,000,000 as the

total of proposed outlays
during the fiscal year ended
June 30, 1941, disregard-'
ing the fact that Work
Projects Administration
appropriations may be ex-
pended . during the first
eight months of the year.
Of this huge amount pro-

posed, national defense ex-
penditures come to some-
thing over $4,000,000,000,
or roughly 409%,. The re-
maining 609, consist in
very substantial part of
provision for civil depart-
ments and agencies ($952,-
000,000), general publie

. works program ($641,000,-

000), aids to agriculture
($904,000,000), aids to
youth ($308,000,000), so-
cial security ($437,000,-
000), work relief ($123,
000,000), relief (other)
($1,125,000,000).

These items alone total
to a sum ($4,490,000,000)
even larger than that now

being asked in the name of national defense. It is

these latter, we are at once confronted with the fiscal
situation. In what must appear to many as a state of
mind bordering upon hysteria, the President has now
added another billion dollars or more to his demands
upon Congress in the name of national defense. This
brings proposed expenditures to a figure well above
$4,000,000,000 for national defense, and total outlays
to a point far in excess of the most extravagant ideas
of Washington spenders in recent years. Over against
all this, it is now proposed to raise some $656,000,000
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therefore precisely as logical to consider our fiscal
problem as one concerned with meeting a deficit
created by reckless outlays wholly unrelated to na-
tional defense as it is to speak of it as a “national
defense deficit.” It is, of course, not possible to
relieve the budget of the whole of this $4,490,000 ,000,
but there can be no valid excuse whatever for not
very materially reducing the amounts so appro-
priated. If they were cut in half a reduction of
nearly $2,250,000,000 would be effected in the deficit
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which must otherwise reach 'a figure far,above any
ever known in this country in peaceftimes. Yet the
concession now made to popular demand for fiscal
sanity appears to consist merely in increasing the
tax burden in hit or miss fashion by some $656,000,000
and raising the debt limit! No one in the President’s
list of newly acquired advisers appears to have been
assigned the task of telling him what to do about a

- budget that has gotten horribly out of hand, but one

would suppose that, were he to free himself of some
of the extremely unfortunate advice he has been
receiving, he would need no one to tell him either
that something must be done or what that some-
thing is.

Industrial “Advice”

On the industrial and transportation side of the
program the President has unquestionably called to
his side some able men of wide business experience.
This step on the part of the Chief Executive is
heartening and full credit should be freely given.
The fact remains, however, that the status of these
individuals is at the present moment far from clear,

" and moreover, the group appointed by the President
‘to advise in national defense matters contains cer-

tain individuals whose presence and whose desig-
nated functions raise misgivings. Whether Mr. Hen-

~derson, charged with the duty of directing efforts at

price stabilization in the raw materials field, will
presently prove a thorn in the flesh of his associates
directed to get specific things done remains yet to
be seen. The same is to be said of the other mem-
bers of the group charged with looking after the in-
terests of the farmer and the consumer. Mr, Hill-
man is another figure whose presence in an im-
portant post will cause many to reserve judgment.

But precisely what is the status of the group, any-
how? It is spoken of as “an advisory commission”
technically responsible to the Council of National
Defense composed of a group of obviously unsuit-
able members of the President’s Cabinet, but the
President is quoted as urging the public through
press representatives to “forget all about” this Cab-
inet group. To whom, then, is the advisory commis-
sion to give advice? Advice without vigorous and
intelligent action is, like faith without works, dead.
Who is to give the orders and by what authority?
Is the work of these individuals who have unself-
ishly, and at a real sacrifice, consented to respond
to the call of the President, after all, to be purely
advisory?

.

‘"Who  Will Give Orders? ,

Despite the name assigned to the group, the Presi-
dent is quoted as saying that Mr. Stettinius is to
supervise the steady flow of raw materials from
mines to factories and beyond to the point of fabri-
cation; Mr. Knudsen is to be in full command of
industrial manufacturing of tanks, airplanes, en-
gines, uniforms, and the multifarious items needed
in the program after the first processing stage; Mr.
Hillman is to co-ordinate employment policies in the
so-called war industries, including the training of
apprentices for noncombatant duties such as ground
crews for air fields, radio operators, camp cooks and
related personnel problem; and Mr. Budd is to take
charge of all transportation problems and prevent
bottlenecks which might threaten quick deliveries,
or words to that effect. Now, the words “super-
vise,” “to be in full command,” and the others of
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similar import do not usually mean merely to give
advice. But by what authority can these gentle-
men, or, for that matter, the President or the Coun-
cil (which we are advised to forget) give such orders
as normally would be necessary to accomplish the
tasks assigned them? If authority be assumed, or
presently be granted, would the President either
issue the necessary orders or permit them to be
issued? These are some of the questions. which
await answer. Probably convincing answers in

many instances must await actual developments.

Questions Answered in Advance

Other equally pertinent questions appear to have
been conclusively answered in advance. At one
point in his “fireside chat” on May 26, the Presi-
dent said:

“We must make sure, in all that we do, that there
be no breakdown or cancellation of any of the great
social gains which we have made in these past years.
We have carried on an offensive on a broad front
against social and economic inequalities and abuses
which had made our society weak. That offensive
should not now be broken down by the pincers move-
ment of those who would use the present needs of
physical military defense to destroy it.

“There is nothing in our present emergency to
justify making the workers of our nation toil for
longer hours than now limited by statute. As more
orders come in and as more work has to be done,
tens of thousands of people, who are now unem-
ployed, will receive employment.

“There is nothing in our present emergency to jus-
tify a lowering of the standards of employmennt.
Minimum wages should not be reduced. It is my
hope, indeed, that the new speed-up of production
will cause many businesses which now pay below the

‘minimum standards to bring their wages up.

“There is nothing in our present emergency to jus-
tify a breaking down of old age pensions or unem-
ployment insurance. I would rather see the sys-
tems extended to other groups who do not now en-
joy them.

“There is nothing in our present emergency to jus-
tify a retreat from any of our social objectives—con-
servation. of resources, assistance to agriculture,
housing, and help to the under-privileged.”

If these words have any meaning at all they put
this group of advisers definitely on notice that in
any advice they give, in any orders they may issue,
in any influence they may exert upon industry they
must operate within the frame work of the mass of
miscalled reform legislation and administrative
policy that has of late years so burdened industry
everywhere. This much, and further, of course, that
there is to be no effort whatever at sane fiscal man-
agement, the President has made abundantly and
distressingly clear. Fantastic and extremely
troublesome laws concerning hours of labor, mini-
mum wages, and administrative attitudes and poli-
cies thereunder are to remain in force and be
strictly observed and enforced. Union domination
is to be encouraged in the future as in the past and
the present. Relief operations will continue to dis-
courage efforts on the part of recipients to fit them-
selves for real jobs and to seek real jobs. The securi-
ties markets and the utility industry are to be kept
in strait-jackets in the future no less than in the
past. Practical executives like Mr, Stettinius and
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Mr. Knudsen must inevitably find that these are -
grievous burdens to be borne in undertaking the
tasks assigned them. '

But, of course, this is not the full story. Mr.
Knudson will soon find, as indeed he doubtless
knows already, that to step up production of the
many kinds of goods required in a degree remotely
resembling that which the President evidently con-
siders essential, there must be greatly enlarged cap-
ital facilities at many points. To obtain suth addi-
tions to plant and equipment, funds, of which there
is no lack in this country, must be invested in sub-
stantial amounts. But funds are not likely to flow
freely into such enterprises unless the terms and
conditions of their investments are such as to give
reasonable assurance of something in the nature of
5 fair return. Among other things it is necessary
that prices paid for finished goods must be great
enough to make possible write-downs of such plant
and equipment at a rate corresponding to the prob-
able profitable employment of the facilities con-
.cerned. It likewise means that income tax laws or
their interpretation must be such as to permit these
write-downs for tax purposes. Is the government
prepared to take the steps indicated? No conclusive
answer is yet possible, but constant reiteration of a
determination on the part of the Administration to
prevent profit thought by it to be large, and unoffi-
cial word from the Treasury Department about
taxes certainly do not suggest that it is. Here is a
situation not likely to be affectively remedied by
government loans, whatever form they may take.

Again, consider the matter of our anti-trust laws.
There have been endless demands for “cooperation”
by business in this national defense program, and
there is every reason to believe industry is ready to
cooperate in every way open to it. Business men,
however, have of late been painfully reminded of
what may befall competitors who do too much co-
operating. Not only is there no indication of a let-
ting up in anti-trust prosecutions, but warnings
have been issued by the Attorney General that the
anti-trust laws would be vigorously employed
against those believed to be violating them in con-
nection with the defense program. By many it
seems to be supposed that the assistance the Presi-
dent is seeking from industry would in large part
take the form of informal understandings which
these leading industrialists would be able to per-
suade producers and others to enter with each other.
Neither the President nor his advisers are endowed
with power to oblige producers to do many things
that might be conducive to effectiveness in arming,
and no such powers ought to be bestowed upon
them. Yet effective voluntary cooperation, which is
needed and which doubtless could otherwise be had,
will in the present circumstances probably often be
prevented by reason of its illegality under the anti-
trust laws.

Here are some of the larger problems involved in
the preparedness task that the President has set
the country. There is as yet all too little evidence

that their nature and their essential quality are un-

derstood in Washington. The faltering steps that
the Administration is now taking in the right direc-
tion must not be permitted to lighten the pressure
upon it to go much further. Indeed, these steps
should but stimulate demand for real action.
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Federal Reserve Ba‘nk"Statet}lent

ONLY modest changes in the credit picture are

reported this week in the official banking sta-
tistics. Gold continues to move toward the United
States in heavy volume, the increase in our mone-
tary stocks for the weekly period to May 29 amount-
ing to $91,000,000, while the aggregate moved up
to $19,162,000,000. But this factor for an increase
of idle credit resources was just about offset
through a gain of currency in circulation by $72,-
000,000 to $7,685,000,000. The currency advance re-
flected both holiday and month-end requirements.
Other changes in the credit position were relatively
minor. Member bank reserve deposits receded
slightly, and excess reserves over legal requirements
fell $10,000,000 to an officially estimated total of
$€,360,000,000. Unless the Treasury borrows fresh
money this month, it appears probable that idle
credit resources again will mount in coming weeks.
Private demand for credit accommodation still fails
to improve, notwithstanding the tremendous avail-
ables and the low money charges long current. New
York City weekly reporting member banks found
their business loans off $13,000,000 to $1,658,000,000
in the period to May 29. Loans to brokers and deal-
ers on security collateral fell $53,000,000 to $350,-
(00,000.

Relative stability in the market for United States
Treasury securities enabled the Federal Reserve to
suspend open market operations in the weekly
period. Holdings of Treasury issues were stationary
at $2,477,120,000. The Treasury in Washington de-
posited $93,497,000 gold certificates with the re-
gional banks, raising their holdings to $16,935,
473,000. The regional banks found their other cash

- somewhat depleted, and total reserves thus moved

up only $79,433,000 to $17,303,520,000. Federal Re-
serve motes in actual circulation advanced $53,
775,000 to $5,038,386,000. Total deposits with the
12 Federal Reserve banks moved up $15,322,000 to
$14,542,447,000, with the account variations con-
sisting of a decrease of member bank reserve de-
posits by $7,354,000 to $13,215,148,000;.an increase
of the Treasury. general account by §$7,741,000 to
$377,749,000; a drop in foreign bank deposits by

- $9,768,000 to $440,086,000, and an increase of other
" deposits by $24,703,000 to $509,464,000. The reserve

ratio improved to 88.4% from 88.3%. Discounts by
the regional banks increased $736,000 to $3,063,000.
Industrial advances fell $71,000 to $9,161,000, while
commitments to make such advances were down
$31,000 to $8,852,000.

Foreign Trade in April

HE country’s export trade continued in April to
T show large gains over a year ago but failed to
achieve the level of the previous four months. The
total $324,008,000 was $27,255,000 under March’s
$351,263,000, but $93,034,000 above the $230,974,000

" shipments of April, 1939. Imports, which in previ-

ous months did not rise in as substantial proportion
as exports, dropped only 2% from March, and
showed about as great an increase over the corre-
sponding month of 1939 as did March. Tmports in
April aggregated $212,240,000 in comparison with
$216,732,000 in March and $186,296,000 in April,
1939.
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In the four months of the current year exports
have totaled $1,391,781,000, 50% more than in the
same period of 1939; imports in the current year
amounting to $870,586,000 were 229 higher than in
1939. ‘ ‘

The sharper increase in exports has of course
been reflected in the balance of trade, which in no
month this year has been under a hundred million,
on the export side. In April there was an export
excess of $111,768,0600 and in the four months, no
less than $521,195,000; these amounts compare with
export excesses of $44,678,000 in April, 1939 and
$217,288,000 in the first four months of 1939,

The trade results account for a large part of the
gold inflow in the current year but for a much
smaller part of the inflow in early 1939. In the four
months of the present year a net of $1,147,492,000
gold has arrived here from abroad, 2.2 times the
‘merchandise export excess; in the same period of
1939 net gold receipts totaled $1,350,807,000, or 6.2
times the merchandise export balance,  In addition
to gold, silver has been imported in the four months
of the current year in a net amount of $18,763,000
compared with $26,904,000 a year ago.

The reduction in exports from March is partly
traceable to the extension of hostilities to Scandi-
navia for exports to that region dropped to less than
$4,000,000 in April, from $19,000,000 in March;
there was also a substantial reduction in shipments
to the low countries of Europe, the Netherlands in
particular. Trade with those countries has since
April, of course, been much further restricted by the
German occupation of those areas, which started
May 10. ; _

From a comparison of April’s exports with the
month preceding it appears that agricultural items,
chiefly cotton, tobacco and grains, accounted for
about $13,000,000 of the decrease between those
months. Among the non-agricultural items which
decreased, automobiles, parts and accessories fell off
$9,800,000 and iron and steel mill productg, $4,600,-
G00. Compared with a year ago, however, cotton
and iron and steel mill products were much higher—
in both instances the increase exceeding 100%.
‘Other than cotton, shipments of agricultural prod-
ucts were mostly smaller than last year. Among
non-agricultural items, however, there were numer-
ous substantial gains shown over a year ago, but the
percentage increases for the month were nearly all
smaller than for the four months. Among the items
showing such gains were machinery, chemicals, non-
ferrous metals, aircraft, cotton manufacturers, coal
and coke, and paper and manufactures. N

Cotton exports in April totaled 362,761 -bales
valued at $21,086,000 compared with 472,267 bales
worth $26,583,000 in March and 192,515 bales worth
$9,184,659 in April, 1939. Shipments in the first
four months of this year had a total value of $151,-
836,000 compared with only $54,865,233 in the same
period of 1939, '

Agricultural imports increased over a year ago
more substantially than did the total of all imports.

Most of the gain was in crude rubber which rose-

$17,000,000 above April, 1939; wool and mohair im-
ports were up $2,000,000. -Among the non-agricul-
‘tural items which increased considerably were tin,
copper, nickel and furs. Chemical imports were
sharply lower as were also diamonds.
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The New_York Stock Market

R LATIVELY calm and quiet conditions pre-
. - vailed this week in the New York stock mar-
ket, with a rallying tendency the rule despite the
unfortunate war reports that still come daily from
the European battlefields. The drastic decline and
shake-out that followed the German invasion of the
Low Countries and the swift successes of the Ger-
man arms left the markets here somewhat shaken
and uncertain. But the recessions of the first two
weeks of the intensified war on the Western Front
were not continued during the brief business week
now- closing. Even the news of the unconditional
Belgian surrender to German might on Tuesday
affected the market adversely only for a little while.
In other sessions a modest but persistent upturn
developed, which had the cumulative effect of rais-
ing prices of leading issues by two to five points
in the weekly period. This rallying trend already
was in evidence last Saturday, and it continued
this week, as a general rule. The market moved
as a whole, and all groups of issues were affected.
Dealings were small at all times, exceeding the
1,000,000-share mark on the New York Stock Ex-
change only on Tuesday. Thursday was Memorial
Day, and the markets naturally were closed.

The war news still remained the principal deter-
mining factor in the New York market this week,
as the opening on Tuesday demonstrated. That ses-
sion was faced at the start by the report of the
Belgian defection and a heavy liquidating movement
developed. But the stock was taken up quickly and
a steady tone soon was restored. Many traders con-
cluded, it would seem, that European affairs have
been overdiscounted in our market, for modest buy-
ing was the rule in all sessions save that on Tues-
day. Washington again came into the spotlight,
owing to the desperate efforts by the Roosevelt Ad-
ministration to arm the country heavily and almost
overnight, at tremendous cost to the public. Much
as the arms program may be needed or advisable,
it is unfortunate that the huge expenditures will
have to be piled on top of the highest debt in the
history of the Nation, which is entirely the responsi-
bility of Mr. Roosevelt. The unsatisfactory outlook
for Federal finances undoubtedly acts as a heavy
drag on all business affairs, and therefore upon the
securities markets. ’

Listed bond trading also was quiet this week,
with demand restored for best rated investment

_ issues. United States Treasury securities fluctu-

ated in a narrow range, while some of the leading
corporate bonds improved. Foreign dollar securi-
ties were uncertain in all sessions, since they are
in many instances affected directly by the course of
the war. Belgian bonds tumbled severely when
King Leopold III surrendered. Canadian and Aus-
tralian bonds attained fresh lows early in the week,
but steadied thereafter. German Government loans
were marked higher on continued partial interest
payments and the Reich victories. Domestic corpo-
rate issues of the speculative variety slowly im-
proved. The commodity markets were dull and not
much changed. Wheat and other grains hovered
uot much above the minimum prices established at
the request of the Administration in Washington.
Base metals firmed on important inquiries. The
foreign exchange markets were dull, with “free”
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sterling relatively steady. Gold continued to pour
into the United States.

On the New York Stock Exchange one stock
touched a mew high level for the year while 192
stocks touched new low levels. On the New York
Curb Exchange no stocks touched new high levels
and 170 stocks touched new low levels.

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

On the New York Stock Exchange the sales on
Saturday were 554,330 shares; on Monday, 791,260
shares; on Tuesday, 1,263,530 shares; on Wednes-
day, 656,982 shares, and on Friday, 526,760 shares.

On the New York Curb Exchange the sales on
Saturday were 101,430 shares; on Monday, 122,600
shares ; on Tuesday, 190,620 shares; on Wednesday,
122,871 shares, and on Friday, 69,510 shares.

The stock market generally moved into a better
position on Saturday of last week, and as has been
the case in the past, shares standing to benefit most
by our program of national defense were largely in
demand and reflect the best gains. Advances ranged
from fractions to two points, a trifle under the day’s
best levels. The chief favorites were steel, aircraft
and copper stocks, with rails and motor shares mod-
erately improved. On Monday attention centered
mainly in equities representing the heavy industries,
and the market witnessed one of the best movements
in the way of general recovery since the German
lightninglike attack on the Low Countries. In-
creased war orders were in part responsible for the
interest evinced in war shares. The improved po-
sition of the market was considered more in the
light of a technical adjustment of values than due to
optimistic pronouncements by the Allies, although
the belief current that the French and English
forces are giving a better account of themselves than
heretofore was not without its good effect.

Stocks lost no time after opening to strike a
higher level, and best prices were reached just before
midday. From that period on interest waned and
equities suffered some shading of prices, to close
with gains running to two points on a modest turn-
over of sales. The extremely bad plight of the Al-

iied forces in finding some of their seasoned troops .

entrapped in northern Flanders was deepened on
Tuesday by the surrender of King Leopold of Bel-
gium and his army. The effect market-wise was an
immediate decline in prices extending to seven
points, but despite the seriousness of the Allied po-
sition, liquidation was kept well within. reasonable
bounds. The first hour found selling orders numer-
ous, but later reports telling of the determination of
the Belgian Government to continue to support the
Allies with the remnants of its army in France

helped to save the situation, and from then on re-.

covery set in until former losses were reduced by
cne-half at the close.

The usual pre-holiday spirit dampened the ardor
of many traders on Wednesday (Thursday was Me-
morial Day), and sales volume in turn slackened.
Notwithstanding this, a reaction set in and losses
sustained on Tuesday were eradicated and moderate
improvement followed. Some comfort was found in
the belief that our vast program of national defense
would be a large factor in the way of maintaining
business and industry on an even keel. Initial trad-
ing brought out a small turnover in sales, and prog-
ress was slow but steady in taking form. At closing
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time values ruled moderately higher on the day.

Yesterday equities were irregularly higher in slow

trading. Firmness was present throughout, and
leading industrial shares were fractionally higher

the better part of the session. Among steel stocks

and a few other favorites early gains approximated

two points. Closing prices yesterday, when com-

pared with final quotations for Friday of last week,

present a better picture through a generally higher

level of values. . :

General Electric closed yesterday at 30 against
2834 on Friday of last week; Consolidated Edison
Co. of N. Y. at 25 against 243} ; Columbia Gas &
Electric at 434 against 414; Public Service of N. J.
at 3334 against 331%; International Harvester at
41 against 4214 ; Sears, Roebuck & Co. at 66 against
621/ ; Montgomery Ward & Co. at 36% against 343 ;
Woolworth at 3034 against 3214, and American Tel.
& Tel. at 14873 against 14715,

Western Union closed yesterday at 15 against 15
on Friday of last week; Allied Chemical & Dye at
141 against 139; E. 1. du Pont de Nemours at 15614
against 15034 ; National Cash Register at 1034
against 105 ; National Dairy- Products at 1315 ex-
div. against 127 ; National Biscuit at 177 against
1854 ; Texas Gulf Sulphur at 294 against 27; Loft,
Inc., at 1814 against 17%; Continental Can at 35%%
against 351%; Eastman Kodak at 128 against 129;
Standard Brands at 5% against 514 ; Westinghouse
Elec. & Mfg. at 87 against 83 ; Canada Dry at 14545
against 1314 ; Schenley Distillers at 834 against 8%,
and National Distillers at 19 against 18.

In the rubber group, Goodyear Tire & Rubber
closed yesterday at 1434 against 137 on Friday of
last week ; B. F. Goodrich at 1114 against 1014, and
United States Rubber at 1734 against 16%5.

Railroad shares, with the exception of Union
Pacific, which advanced 5% points, show modest
gains this week. Pennsylvania RR. closed yesterday
at 17 against 1654 on Friday of last week; Atchison
Topeka & Santa Fe at 14 against 1354 ; New York
Central at 1014 against 97g; Union Pacific at 77
against 711 ; Southern Pacific at Tl against T4 ;
Southern Railway at 9% against 974, and Northern
Pacific at 5 against 5.

Steel stocks moved into higher ground the present

week. United States Steel closed yesterday at 4654
against 435 on Friday of last week ; Crucible Steel
at 28 against 2614 ; Bethlehem Steel at 711/, against
6114, and Youngstown Sheet & Tube at 3054 against
291. -
In the motor group, General Motors closed yester-
day at 40 against 387 ; Chrysler at 5815 against
5734 ; Packard at 27 against 234, and Hupp Motors
at 9 against %.

Among the oil stocks, Standard Oil of N. J. closed
yesterday at 30 against 32 on Friday of last week;
Shell Union Oil at 814 against 8, and Atlantic Re-

 fining at 2014 against 19%.

Among the copper stocks, Anaconda Copper
closed yesterday at 2173 against 1934 on Friday of
last week ; American Smelting & Refining at 3614
against 34, and Phelps Dodge at 2834 against 2634.

In the aviation group, Curtiss-Wright closed yes-
terday at 814 against 8% on Friday of last week;
Boeing Airplane at 15%, against 16, and Douglas
Aireraft at 77 against 75%. ‘

Trade and industrial reports reflected improve-
ment in our domestic business affairs this week.
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Steel operations for the week ending today were
estimated by American Iron and Steel Institute at
76.9% of capacity against 73.0% last week, 61.8%
a month ago, and 52.2% at this time last year. Pro-
duction of electric power for the week to May 25
was reported by Edison Electric Institute at 2,448,
865,000 kwh., against 2,422,212,000 kwh. in the pre-
vious week and 2,204,858,000 in the corresponding
week of last year. Car loadings of revenue freight
for the week to May 25 are reported by the Associa-
tion of American Railroads at 687,490 cars, a rec-
ord for this year. This was an increase over the
preceding week of 8,519 cars, and over the similar
week of last year of 63,948 cars,

As indicating the course of the commodity mar-
kets, the July option for wheat in Chicago closed
yesterday at 81l%c. against 8334c. the close on Fri-
day of last week. July corn closed yesterday at
611/ c. against 6234c. the close on Friday of last
week. July oats at Chicago closed yesterday at
331 c. against 33%%c. the close on Friday of last
week. ,

‘The spot price for cotton here in New York closed
yesterday at 10.21c.- against 10.37c. the close on
Friday of last week. The spot price for rubber
closed yesterday at 21.25c. against 20.25¢. the close
on Friday of last week. Domestic copper closed
yesterday at 1114c., the close on Friday of last
week. In London the price of bar silver closed
yesterday at-21 11/16 pence per ounce against
22 7/16 pence per ounce the close on Friday of
last week, and spot silver in New York closed
yesterday at 3514c. against 351c. the close on Fri-
day of last week.

In the matter of forelgn exchanges, cable trans-
fers on London closed yesterday at $3.24 against
$3.1934 the close on Friday of last week, and cable
transfers on Paris closed yesterday at 1.8314c,
against 1.81c. the close on Friday of last week.

B. I. S. Meeting
WING to the war in Europe, operations of the
Bank for International Settlements have been
curtailed to such a degree that the new American
Pregident, Thomas McKittrick, represented all
stockholders at the 10th annual assembly which was
held in Basle, Switzerland, last Monday. Holding
all proxies, Mr. McKittrick voted the usual 6% divi-
dend, which was barely covered in the fiscal year
ended- March 31, 1940. Earnings of the Bank for
that year were reported at 7,962,181 Swiss gold
francs, against 8,583,865 Swiss gold franes in the
previous annual period. The usefulness of the B.I.S.
naturally has been enormously reduced by the war
conditions which now prevail. The Bank was orig-
inally intended to overcome some of the transfer and
other difficulties inherited from the first World
War, but the depression hampered its activities and
the second World War apparently has curtailed
them even more. Central bankers from all over
Europe previously attended the general assemblies,
but they might lay themselves open to charges of
trading with the enemy if they proceeded to Basle
under present conditions. Mr. McKittrick was asked
to represent all stockholders, and in a serio-comic
- dispatch the Associated Press reported that after
the meeting “the Assembly put on his hat, stepped
into his limousine, told the chauffeur ‘Chateaux
Doex’ and left Basle for the Bank’s new mountain

-

The Commercial & Financial Chronicle

June 1, 1940

headquarters.” In its new and more secluded quar-
{ers, the Bank will carry on and perhaps will prove
of importance in the rebuilding which must follow

the current war.

European Stock Markets

INANCIAL markets in Europe remained unset-
tled this week, as the news developed of the
great battle in Flanders and Artois. There was
little activity in any center, for the tendency every-
where was to sit tight and wait for the storm to
abate. The small offerings that did develop, how-
ever, occasioned severe losses in some instances, and
hardly any advances were noted. The London Stock
Exchange was hard hit on Tuesday by the Belgian
surrender to German arms. Gilt-edged stocks re-
sisted the downward trend, and advanced subse-
(uently, owing to imposition of the 100% excess
profits tax, with its prospect of increased Treasury
revenue. Industrial issues moved to lows in the
London market. The Paris Bourse reflected the
shock of the Belgian defection in a series of sweep-
ing recessions, with a steadier tone developing in
the final sessions of the week. The Berlin Boerse
was marked sharply lower on Wednesday, when of-
ficial warnings against overoptimism were issued,
and the principal trend for the week was downward.
Ttalian markets improved on news of the Belgian de-
cision., It is noteworthy that financial markets in
Norway and Denmark were reopened, Tuesday, but
little business was done in those Scandinavian
centers.

American Policy

EFENSE expenditures and preparations occu-
pied the Roosevelt Administration in Washing-

ton to an extraordinary degree this week, with inde-
pendent observers divided in their opinions as to
whether this reflects the foreign situation or the
exigencies of domestic politics. The dismal failures
of Mr. Roosevelt in domestic affairs are being ob-
scured by the stirring events in Europe, and this
presumably enters into the calculations of the
politically minded New Dealers. But the interna-
tional emergency is acute, making a rearmament
program within the United States imperative, Fully
occupied with this program, ‘Mr. Roosevelt fortu-
nately had little time to meddle in foreign affairs
during recent days and weeks. He is reported to
have urged Hungary to remain at peace. A “fire-
side chat” was issued last Sunday, but proved to be
entirely of a domestic defense nature. Tremendous
sums have since been requested for American arma-
ments and doubtless will be voted. But interna-
tional incidents affecting traditional American
rights have been lacking. The decision of the Ad-
ministration to send the merchant ship, President
Roosevelt, to Ireland in order to repatriate Ameri-
cans stranded in England brought warnings from
Berlin that the Allies might attack the ship in order
to place the blame on the Reich and provoke sym-

pathy for the Allied cause. No notice of such absurd

charges was taken in Washington.

Allied Disaster

NDER shattering blows from vastly superior
German aerial and mechanized forces, the
Allied armies in Belgian Flanders and French
Artois crumpled this week, and the first major en-
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gagement between the Allied and German conten-
ders in the war which began nine months ago must
be written down as an unqualified disaster for

Britain and France. In a mere 20 days after the’

Nazi armies began their harrowing march through
neutral Holland and Belgian, both those Low Coun-
tries were completely prostrate and important units
of the French army and the British Expeditionary
Force were retreating to Channel points for embark-
ation. The horrible tale of this retreat and of the
plight of millions of refugees is only beginning to be
told. The Allied soldiers began to arrive in English
ports on Thursday, and it is already all too clear
that they underwent an ordeal that defies descrip-
tion. Modern mechanized warfare, such as the Poles
and Norwegians endured, was visited upon Western
Europe for the first time, and probably on an in-
finitely expanded scale. The results stagger the
imagination. Utterly unable to cope with the death-

dealing German battalions, King Leopold III or-

dered his Belgian legions to lay down their arms,
early Tuesday, and the Anglo-French forces there-
after sought to extricate themselves as best they
- could from the trap into which they had been lured

in order to aid in the defense of the Low Countries.

The full significance of this tremendous Allied de-
feat is far from clear, but it cannot be minimized and
no effort is being made in London or Paris to touch
up the black clouds with silver linings. Every ele-
ment of the heroic and the tragic is present in the
terrible tale. Fighting with grim fury, the defenders
of the invaded lands held off the superbly equipped
Nazis until further efforts promised only complete
annihilation. The actual numbers of the armies en-
gaged in the epic struggle still is a military secret,
but it is safe to assume that the Belgian, British and
French forces trapped between the Somme and the
border of Holland exceeded 1,000,000 men, at the
start of this week. It is idle, for the time being,
to guess at the extent of the Nazi forces pitted
against them. All Allied reports indicate, however,
that the Germans threw in all they had in order to
reduce the defending armies and bring the ports
of the English Channel within their control. Losses
on both sidse necessarily were tremendous, and pos-
sibly dwarfed even the frightful toll of the Verdun
battles during the first World War. Several mil-
lions of refugees were reported caught in the pocket,
and their plight was even more pitiable than that
of the soldiers, for aerial bombs made no'distinction
between combatants and non-combatants, and the
refugees had no defense whatever.

Dark though the hour may be, it is possible that
still gloomier tidings await the peoples of Great
Britain and France. The realization of defeat on
the fields of Flanders and Artois already prevails
in England and France. Morale in these Allied
countries has borne up under the impact, and only
a grim determination to carry on is reported in dis-
patches. But the question now presents itself of
possible further moves by the victorious Nazis. In

- Berlin the cry of the moment is for an invasion of
Great Britain as the “arch-culprit,” and an effort
to invade the United Kingdom can no longer be
regarded as a mere figment of the imganiation.
The British Command sent its bombers over Ger-
man cities time and again, this week, and the Nazis
already promise a terrible retaliation upon vulner-
able England. Military strategists point out that
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German forces well may be sent wheeling through
northern France, now that the Little Maginot line
no longer exists, The new French Generalissimo,
Maxime Weygand, obviously prepared with frantic
speed for such an attack. Some time possibly will
elapse before the Nazis supply the answer to this
problem, for they must halt and reform their tre-
mendous push through the Low Countries and
French Artois. But it is held possible in London
and Paris that Premier Mussolini will, in the mean-
while, join his Berlin partner in full military par-
ticipation on the German side, and such an event
would make the fortunes of the Allies even more

“precarious than they are at present.

Flanders and Artois

OLDIERS who managed to return to British
ports this week declared frankly that they had
been through a “hellish nightmare” in Flanders and
Artois.  Censorship restrictions in London were re-
laxed sufficiently to permit descriptions to be sent
over of weary troops, unshaven and bloodstained,
who stared glassy-eyed on their arrival and often
fell into the sleep of complete exhaustion soon after
landing in home ports. But these are merely the
overtones to the mighty battle of the Low Countries
and northern France, which began when the Ger-
mans crossed the lines on May 10 and already is at
o virtual end. The wildest confusion unquestion-
ably prevailed over much of the battle area, and
the chaos was fully reflected in" numberless dis-
patches from London, Paris and Berlin. Vivid de-
scriptions were made available of the bombing oper-
ations of German “Stuka” planes, which dive with
a terrifying roar and drop their pellets with fearful
accuracy upon land objectives. The murderous ad-
vance of German tank divisions was depicted
throughout the week. The German technique of an
aerial barrage, followed by motorized advances and
eventual occupation of invaded regions by infantry
has been fully revealed. Allied aerial and land
forces met this German advance with stubborn and
often heroic resistance, and the effort to cripple
German communications was expanded steadily
through bombings of such German cities as Ham-
burg, Bremen and Duesseldorf.

It is now clear, however, that the fate of the Al-
lied forces trapped within the German circle never
was in much doubt since the Germans managed to
crush the Ninth French Army and reach the port
of Abbeville, on the Somme estuary, May 21. Only
a narrow gap to the English Channel was at first
opened by the German mechanized forces, but it
sufficed to separate the great armies in Flanders
and Artois from the main French forces south of
the Somme. It would seem that a good deal of
demoralization prevailed in the principal French
defense forces, for General Weygand never did
launch any pronounced attack on the Germans along
the Somme, despite his reputation for offensive
military action. In the three weeks that have
elapsed since the Germans broke into the Low Coun-
tries and through the Little Maginot line, the
French forces apparently were regrouped prinei-
pally for defense of Paris and its environs. The
large forces trapped in Artois and Flanders were
left to their own devices, and they fought a gallant
action. Almost all of the British Expeditionary
Forces is known to have moved into Belgium when
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the Low Countries were invaded, and important
French units also were trapped, owing to the swift
German advance through the valley of the Somme.
Such Allied contingents struggled to clese the gap
which geparated them from the French main armies,
but the defection of the Belgians on Tuesday made
their task an impossible one, and retreat was or-
dered and carried out, at least to a degree.

While the battle lines wavered, both the French
and the British found it advisable to make exten-
sive changes in command, and the full effect of
- these moves is still not fully revealed. General

Weygand ordered a drastic shake-up in the French
military leadership, no less than 15 general officers
being relieved of their commands, last Saturday.
The names of the officers concerned and their suec-
cessors alike were considered military secrets. A
British change of far-reaching importance was an-
nounced last Sunday, when General Sir Edmund
Jronside was replaced as the head of the Imperial
General wraff by Lieut-General 8ir John Greer Dill,
who has the same reputation for preferring the
offensive enjoyed by General Weygand in France.
Sir Edmund was named as the chief of the British
home defense, and efforts were made in London to
depict that office as even more important than the
general staff leadership.  The Allied debacle was
foreshadowed, however, by these changes of com-
mand, and was emphasized in various pronounce-
ments by Premier Paul Reynaud in France, and
Prime Minister Winston Churchill in England.
Public acknowledgment was made early on Tuesday
of the Belgian decision to cease resistance to the
German invaders, and both Premier Reynaud and
Prime Minister Churchill admitted to their respec-
tive peoples that the situation for the Anglo-French
forces in the German pocket no longer could be con-
_sidered as anything but extremely grave,

The gravity of the Allied position was, indeed,
made quickly apparent. Over the last week-end the
. Allied forces north of the German corridor to the

English Channel endeavored to fight their way
south and effect a junction with the main French
armies. The gap was narrowed at one time to a
mere 13 miles, and the drive southward from Ba-
paume was intensified, although mo comparable
movement northward toward that point ever de-
veloped. Hopes were entertained up to Tuesday
that the gap could be closed, and the German forces
on the Channel isolated in turn. But the superior
German forces soon put an end to such ambitions,
for pressure was increased rapidly upon the Bel-
gians along the Scheldt, and steel fingers were ex-
' tended by the Reich troops toward Allied base ports
on the English Channel, and through the area held
by the trapped Allies. German airplanes rained
bombs on the Allied communications, and in view
of the undisputed German claims to command of
the air this factor must have weighed heavily in
favor of the Nazis. German tanks kept on crashing
through the Allied lines, preparing the way for the
infantry. The gap was widened steadily, and at the
- cost of terrible German losses, although Allied
losses also must have been enormous. On Wednes-
day the German High Command, which always was
more accurate and illuminating than the Allied re-
ports, was able to claim complete control of Calais,
and a move toward Dunkirk. The Germans listed
on Thursday a separation of French and British
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forces within the entrapped area, and an Allied
surge to the Channel then developed, with the simple
aim of escape. :

The story of the Allied retreat is only beginning
to enfold, and details of the epic move tend for the
moment to overshadow the vastly important strate-
gic consideration of a German hold upon all the
vital Channel ports. According to the German Com-
mand, British and French troops began to move
through the Channel ports back to their own main
bodies before the Belgians capitulated, and it is
asserted in Berlin that this was a major factor in
the decision of King Leopold to surrender, uncon-
ditionally. That the British retreated from Bou-
logne is admitted in London reports, and more in-
formation clearly is needed to «determine the full
military situation which confronted King Leopold,
Tuesday. But the line of retreat through Dunkirk
was held tenaciously, to the last, by British and
French troops trapped :in the Artois region.
Through that ever-narrowing gap the Allied forces
poured, while fighting a desperate rear-guard action
against the Nazis. Much of the Allied force unques-
tionably was saved, for the arrivals in British ports
yesterday possessed full equipment, in many in-
stances. It may well be, however, that even greater
numbers were lost or captured by the Germans, and
the blow to the Allies is a bitter one. British and
French warships of all sorts were pressed into serv-
ice to rescue the trapped soldiers. But German
air-planes and speed-boat attacks were made in turn
upon such vessels, and graves losses were imposed
upon the Allies. The British Admiralty admitted
on Thursday the loss of the destroyers Grafton,
Grenade and Wakeful, and the sinking of a small
transport. The German High Command asserted
that three Allied warships and 16 transports had
been sunk. Losses are only beginning to be counted,
and all that can be said at the moment is that they
are sure to be frightful on both sides.

Not only British, but also French and Belgian
forces were hastily rescued from the trap laid by
the Germans, it appeared yesterday. London ad-
mitted that a heavy cost was paid for the rescues,
but some satisfaction prevailed over the return of
at least some detachments from the Flanders-Artois
region. The German High Command yesterday
claimed that.a third “sack” had been formed, entrap-
ping Allied forces more desperately than ever. It
was also admitted in Berlin, however, that the Brit-
ish Expeditionary Force was putting up a struggle
worthy of the best British traditions. Meanwhile
the London authorities sent fresh troops to the aid
of their French Allies, in the large area south of
the Somme, indicating that the war is to be carried
cn without regard to the losses suffered in recent
days. The principal concern of the Anglo-French
leaders was the problem of Italy, with the participa-
tion of that country on the German side held not
improbable, now that the Channel ports on the Con-
tinent are under the actual or imminent control of
the Germans. Rumors circulated continually that
Premier Mussolini might engage in a “peace offen-
sive” in behalf of his Berlin partner, but it was
stated yesterday that a sensational announcement.
soon  would be forthcoming in Berlin, and the
chances were considered about even whether this
would relate to a peace offer by the Reich to France
or a decision by Italy to join in the fighting.
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Belgium Falls 4

ROUND under the heels of the German military
invaders, Belgium capitulated last Tuesday,
on orders of King Leopold III, who remained with
his troops to the last. The circumstances surround-
ing this action are far from clear, and until all the
facts are known it is wise to suspend judgment.
Desperate resistance to the German invasion was
ordered by King Leopold, when the Nazi hordes
stormed over the border on May 10. British and
French assistance was asked and given, and the en-
trapment of the Allied forces in Flanders and Artois
- reflects that move. But the Nazi advance appar-
ently was irresistible, possibly because the Belgians
relied upon their own defenses and their own am-
munition to a great extent. It is well established
that Belgian arms were manufactured to utilize bul-
lets of different calibres than those of the Anglo-
French Allies, and supplies probably ran short as
the Belgians were squeezed by the Germans into an
ever-narrowing pocket along the shores of the North
Sea. The German High Command stated on Wednes-
day that Leopold reached his fateful decision only
after the British and French began to withdraw
from the pocket in Flanders and Artois.

Whatever the circumstances, it is undeniable that
the action of the Belgian King placed the Anglo-
French forces in extreme danger. Leopold clearly
was aware of this, for the greatest pressure was
brought by British and French military leaders to
prevent the defection. General Weygand was said
to have made a perilous airplane journey, over the
last week-end, in the effort to keep the Belgian
forces in line.. Four members of the Belgian Cabi-
net argued the matter with the youthful King, but
.failed to budge him from his position, which appar-
ently coincided with the advice of his military com-
manders. - In the early morning hours of Tuesday,
orders were given for the Belgians to lay down their
arms, in unconditional surrender to the Reich
forces. An armistice first was requested, but the
Germans would hear of nothing short of simple sur-
render. It is possible that the horrible realization

of suffering by his soldiers and the millions of refu-

gees on Belgian reads influenced the decision, but

the prompt compliance with this order suggests that-

some military considerations also were important.
Premier Reynaud promptly informed the French
people of the Belgian defection, in bitter language,
and Prime Minister Churchill was hardly less
anguished when he reported the event to the British
Parliament. But the Belgian monarch has still to
tell his story, and it doubtless will be a revealing
one. His Cabinet repudiated the surrender from the
relatively safe haven of Paris, and there was talk
of deposing the King. The Germans installed him
in a castle, somewhere in Belgium, and suggested
that he will be restored to his rule after the war
ends, provided they win.

Norway ;
OST of Norway is reported quiet under the
heel of the German Nazi conqueror of this
Scandinavian country, but active fighting continues
in the far northern stretches around Narvik, which
finally has fallen to the Allies. The British Ad-

miralty and War Office announced in a joint state--

ment, Wednesday, the occupation by Allied forces
of the small town which looms so largely in the iron
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ore trade from the Kiruna mines in Sweden. Sev-
eral neighboring points of military importance also
appear to be in the hands of the British, French, .
Norwegian and Polish forces which conducted opera-
tions over more than seven weeks for the recapture
of the Narvik area. The German High Command
admitted the evacuation by its forces of Narvik,
and added that a British battleship had been dam-
aged in the action by an aerial bomb. In London
it was rumored that seven Nazi troopships had been
sunk in Narvik waters just before the small German
force gave up the town. Stockholm dispatches sug-
gest that the latest development in Narvik may be
of little immediate consequence, owing to a previous
withdrawal by most of the German troops to points
near the Swedish border, and to heavy damage suf-
fered by the rail line from Kiruna to Narvik. Only
about 250 German soldiers were left in Narvik to
contest the Allied advance, it was said, and the main
body of the German expeditionary force of 3,000 to
5,000 men moved inland to hold the fjord heads and
the mountain railway which is vital for the ore
trade. The battle in northern Norway thus con-
tinues.

European Neutral Bloc

ERMAN military successes are exerting a pro-
found influence upon the few remaining neu-
tral and unconquered countries of Europe, and pos-
sibly will induce some waverers to take an early
hand in the dreadful proceedings. The evidence on
this score is far from conclusive, but a mighty din
of propaganda is being raised in some areas and it
may be that the verbal smoke signifies a degree of
martial determination. - Italy remains the principal
problem, as the propaganda organs at the command
of Premier Benito Mussolini battered away furi-
ously this week against the notion that Rome will
be able to resist the temptation to join the Berlin
partner of the famous axis. In London and Paris.
it was admitted that the time for Mussolini to act,
if he ever intends to act, cannot well be extended
beyond the taking by Germany of the ports on the
continental side of the English Channel. The Allies
are fearful, accordingly, of an early Italian move.
But some observers hold that Il Duce intends merely
to provide the Reich with the same sort of aid ex-
tended to Italy by Germany during the Ethiopian
campaign, and the threatening gestures in Rome
possibly can be explained on such grounds. It re-
mains true, on the other hand, that Signor Musso-
lini has concentrated vast forces for an adventure
in the military sphere. Italian women and children
were ordered on Thursday to leave the region near
ihe French border. If Il Duce now enters the war
he will at least have given ample warning, which
hardly can be regarded as sound from a military
standpoint. Even Italian ship sailings have been
postponed. ,
The Russian attitude remains enigmatic and is

‘ subject to a good many interpretations, hardly any

of them favorable to the Anglo-French Allies. Brit-
ish efforts again are being made to swing Moscow
away from the German orbit, notwithstanding the
close cooperation that followed the Russo-German
treaty of last August. It was indicated in the Brit-
ish capital late last week that Sir Stafford Cripps
would proceed to Moscow to negotiate a new com-
mercial treaty. This special envoy was well on his-
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way to Moscow when the astonishing announcement
was made by the Russians, Wednesday, that he
could not be received in any special capacity. This
was accompanied by a hint that negotiations
through ordinary diplomatic channelg might be
more appealing to the Kremlin. This Russian dis-
regard of British sensibilities is not without sig-
nificance. It is sure to echo, moreover, in the Bal-
kan countries, which are pressed by the Reich di-
rectly and by Russia and Ttaly in behalf of Ger-
many. = The Hungarians, Yugoslavians and Ru.
manijans are on a war footing, but can hardly be
expected to resist the demands of the Berlin authori-
ties in the present situation of Europe. The defeat
suffered by the Allies in Belgium and northera
France well may prove costly also in the Balkans.

Far Eastern Affairs

RAPID changes in the European scene continue

to find their reflection in the Far East, where
the fate of the Netherlands East Indies is being
debated. The huge chain of islands remains under
Holland sovereignty, of course, but their protection
against a possible Japanese attack is a matter of
dispute, and there is no doubt that J apan views the
islands with covetous eyes. The United States Gov-
ernment opposes any change in the Far East, and
all parties with a real or fancied interest are moving
slowly. Japanese inquiries apparently were made in
Berlin as to the German attitude toward the Nether-

. lands East Indies, but the Germans expressed a lack

of interest, thus waiving any claim that might arise
from their occupation of the Netherlands. Unless
some overt. action is taken, the disposition of the
great chain of Dutch islands thus seems to depend
upon the outcome of the European war and the re-
constitution of Holland as a political entity. A
realistic view appears to prevail in ‘Washington, for
United States Ambassador J oseph C. Grew appealed
in Tokio, last Monday, for a far-sighted Japanese
attitude. The Japanese Foreign Office on Wednes-
day asserted that “watchful waiting” will be its
policy, and the danger of a clash between the United
States and Japan on the question of the Netherlands
East Indies thus seems to be diminishing, at least
for the time being. The main American fleet re-
mains in Hawaiian waters, which is sufficiently in-
dicative of the military appraisal of the situation
in Washington.

The undeclared J apanese war of aggression
against China has been intensified to a degree in

recent days, but not on a scale reminiscent of the

sweeping advance of Japanese troops in the early
years of the conflict. It is still a reasonable sur-
mise that Tokio desires anxiously to conclude the
war on the basis of the status quo. J apanese emis-
saries and representatives of the Nationalist regime
in China were reported to be engaged in secret con-
versations at Hongkong during the latter part of
May. These talks apparently continued for about
10 days, but without the results that Tokio antici-
pated. A sudden resumption of Japanese airplane
bombing of Chungking, the provisional capital of
the Chinese Nationalists, was reported last Monday,
and the Japanese announced two days later that
they would continue to bomb Chungking until its
spirit of resistance is broken. This is obviously a
vain statement, since similar methods of warfare
have failed to break the Chinese spirit in the past
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three years. It indicates, however, that the Hong
kong talks were fruitless and that the Far East
faces the bleak prospect of continued fighting in
China. This, in turn, must be regarded as reassur-
ing for the Netherlands East Indies and for those
countries which oppose any change in the status of
Java, Sumatra and the other islands which comprise
the group, for Japan is estimated to have 1,000,000
men in China and can hardly afford to provoke a
major war with other Powers while the China inci-
dent remains unsettled. The attitude of Russia in
the Far East remains obscure and uncertain, which
also tends to restrain the Japanese.

India

NE of the few rays of light for the British cause
O is provided this week by India, where the
Nationalists apparently have decided to postpone
indefinitely their demands for relinquishment of
British rule and a full partnership in the British
Commonwealth of Nations. This problem has been
under debate in India for some months, with the
decision as to cooperation with London or a resump-
tion of civil disobedience resting with Mohandas K.
Gandhi, the ascetic who led the civil disobedience
movement some years ago. British authorities ap-
pealed persistently for a display of goodwill by In-
dian Nationalists, and for postponement of the in-
tricate political debates implied by the demand for
virtual independence. Divided counsels were noted

for a time in India, but the leadership of Mr.

Gandhi was established more than two months ago,
and the Mahatma now seems to have converted most
of India to the view that Great Britain should be
spared fresh difficulties while fighting a battle for
existence against Germany. Bombay dispatches re- -
cently proclaimed the intention of Mr. Gandhi to
reach a peaceful and honorable settlement, mean-
while refraining from creating trouble. There is
little likelihood that the Congress party will repudi-
ate Mr. Gandhi and vote for a resumption of civil
disobedience, in the view of most experts on Indian
affairs.

Discount Rates of Foreign Central Banks

THERE 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-
v{ous Date
Rate Effective

Aug, 29 1939/ 2

Date
Effective

Mar. 11936] ...
Jan. 51940 214
Aug. 151935| 7
Mar. 11 1935] __.
Dec. 16 1936| 4
July 18 1933| 5

Jan. 11936( 314
Jan., 21937| 5

Oct. 101939 434
June 30 1932 314
Oct. 26 1939

Norway ...
Poland .....
Portugal...| 4

May 15 1933
3% Mar. 29 1939| 5
% 3 |Dec. 151939

2
4
4
g Nov, 26 1936
Yugoslavia.

%
6

3
5
4
2
4
7

Feb. 11935

* Not officially confirmed,

Foreign Money Rates

IN LONDON open market discount rates for short

bills on Friday were 1 1-329,, as against 1 1-329,
on Friday of last week, and 1 1-32@1 1-169, for three-
months’ bills, as against 1 1-32@1 1-16%, on Friday
of last week. Money on call at London on Friday
was 197,
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Bank of England Statement

HE statement for the week ended May 29 showed
total notes in circulation at £556,864,000, a new
record high, compared with the previous high, £554,-
615,983 Dec. 27, 1939, and £499,775,774 a year ago.
As the circulation increase, £10,367,000, was at-
tended by an advance of £32,572 in gold holdings,
reserves declined £10,334,000. Public deposits gained
£3,332,000, while other depos1ts dropped £3,739,417.
The latter includes bankers’ accounts, whlch de-
creased £8,142,654 and other accounts, which in-
creased £4,403,237. The proportion of reserves to
liabilities fell off to 13.6%, from 19.39, a week ago;
a year ago it was 179%. Government security hold-
ings rose £11,025,000, while other securities declined
£1,077,447. Other securities comprise ‘““discounts and
advances,” and “‘securities,” which declined £108,644
and £968,803 respectively. No change was shown in
the 29, discount rate. Below we show the various

items with comparisons for previous years:
BANK OF ENGLAND' COMPARATIVE STATEMENT

May 29, | May 31, June 1,
1940 1939 1938

June 2,

June 8,
1937 1936

£ £ £ £ . £
556,864,000)499,775,774/484,920,920(475,552,639(433,452,483
36,115,000| 38,340,139 24,867,913| 10,231,850 8,217,312
145,390,973119,476,342|138,264,956(146,800,147|126,814,476
82,391,149(102,802,912109,499,480| 89,718,476
87,085,193| 85,462,044| 37,300,667| 87,096,000
118,966,164/109,676,164(102,822,412| 98,543,310
29,713,860| 28,910,2711 25,485,180( 19,593,697
7.999,441| 8.934,151| 4,749,339 !

Cireulation

Public deposits

Other deposits.
Bankers' accounts.
Other accounts....

i 25, 610 834
Disct. & advances.| 2,882,220
Securities 22,728,614 21,714,419| 19,976,120

Reserve notes & coin| 24,781,000 26,943,215| 42,326,562

Coin and bullion___.| ~1,644,300(226,718,989|327,247,486|322,090,041(208,170,294

to l.mbﬂltles-.__-. 13.6% 17.0‘}79 25.9 . 29.0639 25‘7039

Bank ra 2% 2% 2% 2% 0
Goldvsl per fine oz..| 168s. 148s. 5d. I84s. 11234d.|84s. 1134d.184s. 11}4d.

Bank of France Statement

HE statement for the week ended May 23 showed
notes in circulation at a new record high of 166,-
696,000,000 francs, an increase of 5,765,000,000
francs in the week, compared with 121,390,968,515
francs a year ago. A large increase also appeared in
French commercial bills discounted of 8,958,000,000
francs, in creditor current accounts of 7,775,000,000
francs and in temporary advances to State of 3,550,-
000,000 francs. The latter item now. aggregates 26,-
700,000,000 francs, compared with 20,576,820,960
francs a year ago. The Bank’s gold holdings re-
mained unchanged at 84,615,339,427 francs, com-
pared with 92,266,006,224 francs last year. The
proportion of gold to sight liabilities fell off to 44.129;
a year ago it was 64.28%,. The items of balances
abroad and advances against securities rose 2,000,000
francs and 186,000,000 francs respectively. Below
we show the different items with comparisons for

previous years:

BANK OF FRANCE'S COMPARATIVE STATEMENT

. Changes

for Week May 23, 1940 | May 25, 1939 | May 25, 1938

Francs

Francs Francs
No ch 84,615,339,427(92,266,006,224 (55, 807 815 592
Credit bals. abroad. 2,000,000 38,000,000 12,142,591 20,300,933
a French commercial

bills discounted. .|+ 8,958,000,000|22,502,000,000| 7,467,894,713| 9,024,129,673
b Bllls bought abr'd| *69,733,225| 742,186,386 792,630,600
Adv. against securs..| - 4-186,000,000| 3,800,000,000{ 3,400,606,685| 3,454,454,149
Note circulation. .. ..| +5,765,000,000(166696,000,0001121390,968 515|98,923,248,070
Credit. current acets| +7.775.000,000(25,079,000,000|22,142,465,540 20.773,389,226
cTemp.advs.toState| +3,550,000,000/26,700,000,000|20,576,820,960)40,133,974,773

Propor’n of gold on
hand to sight liab. —3.35% 44.12%, 64.289, 46.62%,

* Figures as of April 18, 1940.

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

Revaluation of the Bank's gold (at 27.5 mg. gold 0.9 fine per franc) under the
decree of Nov. 13, 1938, was effected in the statement of Nov. 17, 1938; prior to
that date and from June 30 1937, valuation 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 sSept. 26, 1936, there were 65. 6 mg. of gold to
the franc. The present value is 23.34 mg. gold to the franc.

Gold holdt

Bank of Germany Statement

HE statement of the Bank for the third quarter
of May showed a further decline in note circula-
tion of 337,742,000 marks, which reduced the total
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outstanding to 11,767,013,000 marks. Notes in
circulation as of April 30, 12,479,837,000 marks,
was the highest on record; a year ago it was 7,799,-
523,000 marks. A decrease also appeared in gold
holdings of 246,000 marks, in bills of exchange and
checks of 393,840,000 marks, in investments of 26,-
272,000 marks and in other daily maturing obliga-
tions of 287,368,000 marks. The Bank’s gold hold-
ings now total 77,121,000 marks, compared with
70,772,000 marks a year ago. The proportion of gold
to note circulation is now 0.669,, compared with the
record low, 0.62% April 30 and 0.99%, a year ago.
Below we show the different items with comparisons

for previous years:
REICHSBANK'S COMPARATIVE STATEMENT

Changes
Jor Week May 23, 1940 |May 23, 1939|May 23, 1938

Assets— Reich: ks Retch. ks | Reichsmarks | Reichsmarks
Gold and bullion ~248,000 77,121,000 70,773,000

Of which depos.abr'd a 20,333,000
Res. in for'n currency. a 5,632,
Bills of exch. & checks.| —393,840,000|11,595,859,000 5,022,418,000
Silver and other coin.. waw

Investments

Other assets d2,087,599,000|1,535,438,000|1,273,943,000

--337,742,000|11,767,013,000|7,799,523,000|5,608,308,000
-—287,368,000| 1,637,938,000|1,103,375,000(1,007,471,000

¢502,680,000( 572,827,000| 234,380,000
Propor'n of gold & for'n

eurr. to note circul'n 0.66% 0.99% 1.38%

a “Reserves in foreign currency'’ and ‘‘Deposits abroad” are included in “Gold
coin and bullion.” ¢ Figures as of May 7, 1940. d As of May 15, 1940.

]

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

Notes in circulation. .
Other daily matur.oblig
‘Other liabilities

Rate in
Effect on Date
May 31 Established

Sept. 1,1939

Sept. 4, 1037
May 11, 1935
Aug. 27, 1987
Aug. 21, 1937
Aug. 21, 1937

Federal Reserve Bank

* 88

* &
ok ok Pt Pk Pk ko o Pk Bk ek
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® Advances on Government obligations bear a rate of l%, effective Sept. 1, 1939,
Chicago Sept. 16, 1939, Atlanta, Kansas City and Dallas; Sept. 21, 1939. St. Louts,

New York Money Market

ONTH-END requirements caused no- stir on

the New York money market this week, and

the rate structure was basically unchanged. Small
advances are to be noted in interest charges on
short-term Government paper, but these changes are
too modest to indicate a monetary trend. The
Treasury in Washington sold another issue of $100,-
000,000 discount bills, Monday, due in 91 days.
Awards were at 0.067% average, computed on an
annual bank discount basis. Bankers’ bills and
commercial paper remain in poor supply, and no
changes were effected in rates. Call loans on the
New York Stock Exchange held to 1% for all trans-
actions, while time loans again were'l%% for ma-
turities to 90 days, and 114 % 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 114%
up to 90 days and 1149, for four to six months’ ma-~

gitized for FRASER
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turities. The market for prime commercial paper
has been fairly active this week. Prime paper has
continued in good volume dand the demand has been
unchanged. Ruling rates are 54@19, for all maturi-
ties.

Bankers’ Acceptances

HE market for prime bankers’ acceptances con-

- tinued quiet this week.  Prime bills are hard
to obtain and the volume of business has been very
small. Dealers’ rates as reported by the Federal
Reserve Bank of New York for bills up to and in-
cluding 90 days are 149, bid and 7-16%, asked; for
bills running for four months, 9-16 bid and 149,
asked; for five and six months, 34% bid and 9-16%,
asked. The bill-buying rate of the New York Re-
serve Bank is 149 for bills running from 1 to 90 days.

Course of Sterling Exchange
HE few foreign exchange units now quoted in the
world’s markets declined in the New York free
market during the week. The easier tone was not
accompanied by any unusual pressure of business.
On the contrary, sentiment was affected entirely by
the reverses of the Allies in Flanders and was brought
sharply to a focus by the capitulation of the Belgian

army on order of Leopold IIT on May 28.

With Amsterdam closed, New York is the only free
market remaining open, so that the business of the
world is directed here. Business is extremely thin
and the execution of even minor orders is reflected in
quotations. However, it may be conceded that the
free market rates have little or nothing to do with
the actual volume of exchange transactions as the
major interests of the market are under full control
of the British exchange authorities in London. There-
fore free market rates for French francs and the
Canadian dollar are also without bearing on major
volume of transactions. Practically the only cur-
rencies remaining quotable are the pegged sterling,
French franc, Canadian dollar, and the Swiss franc.
Stockholm might also be included but here too quota-
tions are largely nominal, as are the quotations for
all other European and world currencies. On Thurs-
day, Memorial Day, there was no market in New
York.

The range for sterling this week has been between
$3.1114 and $3.2314 for bankers’ sight, compared with
a range of between $3.14 and $3.2814 last week. The
range for cable transfers has been between $3.1114
and $3.24, compared with a range of between
$3.1414 and $3.29 a week ago.

Official rates now quoted by the Bank of England
are as follows: New York, 4.0214-4.0314; Paris
checks, 17614-17634 (2.2883 cents buying); Canada,
4.43-4.47 (90.09¢.-90.91c.); Australia, 3.2150-3.2280;
New Zealand, 3.2280-3.2442. New York one-month
delivery is officially quoted in London at 249,
premium to parity and Paris at parity for buyers
and sellers. _

Exchange on Berlin, Czechoslovakia, Poland,
Denmark, Norway, Holland, and Belgium is no
longer quoted in New York. Italy is unofficially
quoted in London around 62.50.

The underlying trends of the foreign exchange s1tua—
tion are essentially unchanged since the invasion of
Norway and Denmark on April 9 and in fact since
the outbreak of the war last September. The inva-
sion of Holland and Belgium on May 10 can hardly
be said to have altered the major trends, Nor has

|
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the capitulation of the Belgian king affected the
foreign exchange situation.

The London pegged rate and the power of the
British exchange control dominate all the foreign
currencies and determine their relative . positions.

- However financial and commodity markets may

fluctuate here or abroad, the attitude of the British
authorities appears to be the decisive factor governing
market trends and the. direction of international
commerce.

On May 27 the British Board of Trade announced
that imports of cotton waste and yarns, cotton linters
and threads, and raw cotton will not be permitted
after May 30 except under license. The action was
authoritatively described as dictated by the urgent
necessity of conserving shipping space and foreign
exchange. The Board of Trade authorities explained
that their decision to grant blanket permits to
“Allied” cotton producing areas, while imposing
licensing restrictions on other producing countries
was taken because no foreign exchange difficulties
arise in dealing with the Allied areas. At the same
time, it was stated, the type of cotton produced in
these areas does not compete generally with the
American staple.

At first glance it would appear that this new restric-
tion is contrary to the spirit of the Anglo-American
trade agreement, but in fact the action seems to be
only precautionary so far as British exchange is con-
cerned, while the desire to conserve shipping space
is of immediate importance. The fact is that British
purchases of American cotton for the season to date
have been larger than at any time since 1927 and
undoubtedly are much in excess of current British

‘needs. Normally American cotton exports show a

decided decline in June and July. At the end of
July under normal conditions, exchange begins to
run against London and to favor New York because
of the necessity of meeting cotton and grain bills.

A Board of Trade spokesman in London said: “The
program for future imports will be discussed with
United States authorities.” Effective June 17 all
machine tools purchased by Great Britain in the
United States will be handled in the same manner as
planes and other war commodities. British firms
requiring machine tools will not deal directly with
American manufacturers, but will buy only through
the agency of the British Supply Board, which is
represented in New York by the British Purchasing
Commission.

In the London security markets the authorities
have placed a floor under all prices since soon after
the outbreak of the war. Although the London
indices have shown a downward trend, particularly
since early in May, there is a level below which no
securities are permitted to fall and hence no nervous-
ness is evident in the London market though trading
is limited.

The London “Financial Times” index of industrials
on May 29 was 81.4, as compared with 94.5 on May 9.
Rails were at 40.8, against 53.7 on May 9. Reuters
index of London stock prices on May 28 was 77.7,
as compared with 83.7 on May 16.

One reason for the inactivity in the security markets
is the severe curtailment of the free spending capacity
of the public by the heavy taxation measure imposed
since the war and by the drastic bill passed virtually
without debate on May 22 giving the<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>