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BELL TELEPHONE SYSTEM

Dividends

Dividends

+» 56 BROADWAY, NEW YORK
September 19, 1940
The Board of Directors has this day declared,
out of surﬁlus earnings of the Company, a divi-
dend for the three months ending September 30,
1940, of one and three quarters (13{%) per
centum upon the issued and outstanding e-
ferred Capital stock of the Company, other than
eferred stock owned by the Company, payable
October 1, 1940, to holders (other than the Com-
pany), of the Preferred Capita: stock of record on
the books of the Comgnny at the close of business
on September 26, 1940.
G. F. GUNTHER, Secretary

THE NEW YORK TRUST COMPANY
100 Broadway
The Board of Trustees has this day declared
a quarterly dividend of 5% ($1.25 per share)
on the Capital Stock of the Company, pay-
able October 1, 1940, to stockholders of rec-
ord at the close of business on September 21,
1940. The transfer books will not close.
MANICE deF. LOCKWOOD, JR.
New York, September 17, 1940 Secretary
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NEW YORK TRANSIT COMPANY
26 Broadway

New York, S8eptember 5, 1940.
A dividend of Thirty-five (35) Cents per share
has been declared on the Capital Stock ($5.00 par
value) of this Company, payable October 15,
1940 to stockholders of record at the close o
business September 20, 1940. .

J. R, FAST, Secretary.

THE ELECTRIC STORAGE BATTERY CO.

The Directors have declared
from the Accumulated Sur-
plus of the Company a divi-
dend of Fifty Cents ($.50)
. per share on the Common
Stock and the Preferred Stock, payable
September 30, 1940, to stockholders of rec-
ord of both of these classes of stock at the
close of business on September 16, 1940,
Checks will be mailed.
H. C. ALLAN, Secretary and Treasurer.
Philadelphia, September 6, 1940.

BATTERIES

Dividends

PHILCO CORPORATION

Radios * Auto Rodios' ® Tubes ©
Refrigerators ® Air Conditioners

DIVIDEND ON
COMMON STOCK

The directors of Philco Corporation
have declared a dividend of twenty-
five cents ($.25) per share on the
outstanding common stock, payable
October 15th, 1940, to stockholders °
of record at the close of business
October sth, 1940.

PHILCO CORPORATION

DIVIDEND NOTICE OF
THE ARUNDEL CORPORATION,
Baltimore, Md.
September 17, 1940.
The Board of Directors of The- Arundel Cor-
poration has this day declared a dividend of
25 cents as the regular quarterly dividend on the
no par value stock of the Corporation, issued and
outstanding, payable on and after October 1,
1940, to the stockholders of record on the cor-
poration’s books at the close of business Septem-
ber 20, 1940.
JOSEPH N, SEIFERT,
Secretary.

THE
CELOTEX

CORPORATION
Dividend Notice

At a meeting held Sept, 16, 1940, the
Board of Directors of The Celotex Cor-
poration declared the regular quarterly
dividend of $1.25 per share on the Pre-
ferred Stock for the quarter ending Oct.
31, 1940, payable Oct. 25, 1940, to Stock-
holders of record Oct. 21, 1940.

CHARLES G. RHODES,
Secretary

Tue Garrock

Packine CompPany
September 17, 1940
COMMON DIVIDEND No. 257

At a regular meeting of the Board of
Directors, held in Palmyra, N. Y., this
day, a dividend of 75¢ per share was
declared on the common stock of the
Company, payable September 30, 1940,
to stockholders of record at the close of
business September 21, 1940,

R. M. WaPpLEs, Secretary

CALUMENT AND HECLA CONSOLIDATED
COPPER COMPANY
Dividend No. 34
A dividend of twenty-five cents ($0.25) per
share will be paid on November 16, 40, to
holders of the outstanding Capital Stock of the
Calumet and Hecla Consolidated Copper Com-
pany of record at the close of business Novem-
ber 1, 1940. Checks will be mailed from the
Old Colony Trust Company, Boston, Mass.
A. D. NICHOLAS, Secretary.
Boston, Sept. 18, 1940.

AMERICAN MANUFACTURING COMPANY
Noble and West Streets
Brooklyn, New York

The Board of Directors of the American Manu-
;aﬁ“”'i"g Company has declared dividends as
ollows:

$1.25 per share on the Preferred Stock and 25
cents per share on the Common Stock payable
October 1 to holders of record September 14, 1940.

$1.25 per share on the Preferred Stock and 25
cents per share on the Common Stock payable
R;;c(«)amber 31 to holders of record December 14,

ROBERT B. BROWN, Treasurer.

National Power & Light Company
$6 PREFERRED STOCK DIVIDEND
The regular quarterly dividend of $1.50 per
share on the $6 Preferred Stock of National
Power & Light Company has been declared for
payment November 1, 1940, to holders of record

at the close of business September 30, 1940.

ALEXANDER SIMPSON, Treasurer.
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PROTECTING ACCOUNTS RECEIVABLE

Accounts Receivable represent cash and as such are the life-
blood of a business. Should the record of these accounts
receivable be lost, destroyed or damaged, collection of
outstanding accounts becomes seriously affected.

An Accounts Receivable policy indemnifies for direct loss
resulting from inability to collect money from customers
because of destruction of or damage to records of accounts
receivable from any cause, or where the records are lost’
through burglary. ¢ ‘

This type of insurance is comparatively recent, and is recom-
mended for business houses as a safeguard against the
possibility of serious loss.

U.S.F. &G.

~ UNITED STATES FIDELITY AND GUARANTY COMPANY

With which is affiliated
FIDELITY AND GUARANTY FIRE CORPORATION

HOME OFFICES—BALTIMORE, MARYLAND

The K
“EXPANDIT’ Binder ||AIRCRAFT EXECUTIVE

will keep your Periodicals and Publications who got things done during
ready for Immediate reference. ) World War and saved millions

In sizes up to 13x834 nches : of dollars for United States
Government through manage-
Price $2.00 each ment efficiency, is available

Cotton Facts Plus Postage | to render similar service to
Prices for larger sizes manufacturer of planes or
Carry your message to on application engines. Box 21, Commer-
‘these readers at a moderate cial & Financial Chronicle,
cost through our advertising THE “EXPANDIT” BINDER 26 Spruce St., New York.
columns. 26 Spruce St. New York City
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The F: inancial Situation

N THE midst of a campaign to bring this Nation
to the ultimate in preparedness to defend itself,
and as a part of the program avowedly for that
purpose, the Congress of the United States has
adopted and the President of the United States
has duly signed the “Selective Training and Service
Act of 1940,” which almost incredibly contains the
following provisions:

“Sec. 9—The President is empowered, through
the head of the War Department or the Navy De-
partment of the government, in addition to the

a reasonable price as determined by the Secretary
of War or the Secretary of the Navy, as the case
may be, then, and in either such case, the President,
through the head of the War or Navy Departments
of the government, in addition to the present
authorized methods. of purchase or procurement,
is hereby authorized to take immediate possession
of any such plant or plants, and through the appro-
priate branch, bureau, or department of the Army
or Navy to manufacture therein such product - or
material as may be required, and any individual,
firm, company, association, or corporation, or or-

present authorized meth-
ods of purchase or pro-
curement, to place an order
with any individual, firm,
association, company, cor-
poration, or organized
* manufacturing industry for
such product or material
as may be required, and
which is of the nature and
kind usually produced or
capable of being produced
by such individual, firm,
company, association, cor-
poration, or organized
manufacturing industry.
Compliance with all
such orders for products
or material shall be oblig-
atory on any individual,
firm, -association, com-
pany, corporation, or or-
ganized manufacturing in-
dustry or the responsible
head or heads thereof and
shall take precedence over
all other orders and con-
tracts theretofore placed
with such individual, firm,
company, association, cor-
poration, or organized
manufacturing industry,
and any individual, firm,
association, company, cor-
poration, or organized
manufacturing industry or
the responsible head or
heads thereof owning or
operating any plant
equipped for the manu-
facture of arms or ammu-
nition or parts of ammuni-
tion, or any necessary sup-
lies or equipment for the
Army or Navy, and any
individual, firm, associa-
tion, company, corpora-

“Resort to Common Sense”

Why is it that during the past ten years
for the first time in our history we have
failed to make any economic progress?

The answer is that the men who have been
determining our national policies in Wash-
ington have not believed in production. . . .

They have treated our country as if it
had no future. They have discouraged pro-
ductive enterprise. I have said that the
issue of this campaign is to preserve our
democracy. Democracy can persist only so
long as its people are busy. It is rooted in
expansion and in hope.

I therefore propose to put an end to this
industrial stagnation. . . .

How shall I do this? Lets resort to com-
mon sense. The mainspring of economic
activity in this country is provided by indi-
vidual initiative, by men going into business
and risking success or failure.

What makes a man go into business? Many
of you are business men or connected with
businesses. Think back a minute. What
did you ask yourself when you were trying
to decide to start in business on your own?

Well, you asked a lot of questions, ques-
tions about costs, about markets and about
methods. But they all came down to one
fundamental question. What you were try-
ing to find out was whether after meeting
all expenses there was going to be anything
left for profit. .

That is the question that every. man who
wc;nls to start a business has to ask him-
self. . . .

Now, what has the New Deal been doing?
It has been pursuing policies which increase
the difficulty of answering that simple
question.

Business men are just like other human
beings. If they are subjected to abuse, to
the imposition of constantly changing rules
and to continual discouragement they be-
come pessimistic, they hesitate to take risks,
they cease to be enterprisers. And when
that happens the mainspring of American
enterprise systems has run down.—Wendell
L. Willkie at Los Angeles.

A National Administration which never
forgets these simple truths is now an urgent
necessity in this country. Without it we
shall not become really strong either in a
military or an economic sense.

ganized manufacturing in-
dustry, or the responsible
head or heads thereof, fail-
ing -to comply with the
provisions of this section
shall be deemed guilty of
a- felony, and upon con-
viction shall be punished
by imprisonment for not
more than three years and
a fine not exceeding
$50,000. .
The compensation to be
paid to any individual,

" firm, - company, associa-

tion, corporation, or or-
ganized manufacturing in-
dustry for its products or
material, or as rental for
use of any manufacturing
plant while used by the
United States, shall be
fair and just: provided,
that nothing herein shall
be deemed to render in-
applicable existing State
or Federal laws concerning
the health, safety, secur-
ity, and employment
standards of the employees
in such plant.”

Since the Army and
Navy make use of almost

- every type and class of

goods, this remarkable pro-
vision of law places each
and every enterprise in a
wide range of manufactur-
ing industry at the mercy

~of the President of the

United States. To be
sure, the Constitution may
theoretically at least set
limits of some sort upon
the unprecedented powers

tion, or organized manufacturing industry or the
responsible head or heads thereof owning or operat-
ing any manufacturing plant, which, in the opinion
of the Secretary of War or the Secretary of the
Navy shall be capable of being readily transformed
into a plant for the manufacture of arms or ammu-
nition, or parts thereof, or other necessary supplies
or equipment, who shall refuse to give to the United
States such preference in the matter of the exe-

cution of orders, or who shall refuse to manufacture -

the kind, quantity, or quality of arms or ammu-
nition, or the parts thereof, or any necessary sup-
plies or equipment, as ordered by the Secretary
of War or the Secretary of the Navy, or who shall
refuse to furnish such arms, ammunition, or parts
of ammunition, or other supplies or equipment, at

here granted, but in actual practice in the  cir-
cumstances now existing the business man will
without question quickly recognize that such con-
stitutional protection as exists would prove a slender
reed upon which to lean. - The extraordinary terms
of this section are, however, hardly more astounding
than the manner in which they were written into
the law. Last June certain provisions in part
similar to these now under discussion were quietly
and mysteriously inserted into another law, and
were not discovered by the public for a time. They,
however, came to public attention rather forcibly
at the time when the so-called Overton-Russell
amendment of the original Senate selective service
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measure was sharply called into question by many
observers.

Despite all the remonstrances then made the
President could never be persuaded to take a hand
in any way in efforts to eliminate the provision
complained of, and the House proceeded to embody
in its companion measure an even more drastic
provision of the same general kind. The Conference
Committee of the two houses, whose duty it was to
reconcile the two versions of the measure, did, how-
ever, appear to be influenced by the reaction of all
responsible elements to the drastic “draft industry”
provisions of both measures, and accordingly elim-
inated the criminal provisions of the House bill
and hedged the ‘‘drafting” sentences about with
certain safeguards which the most elementary prin-
ciples of justice and wisdom dictated. These modi-
fications, however, were not acceptable to the
Senate, a strange medley of whose members joined
to force recommital of the Committee draft. The
result was the section quoted above.

A Typical Blunder
Here is an error of judgment and a transgression
of the principles of fair-play quite typical of the
party now in power, and one which furnishes another
convincing bit of evidence of the inability of that
party to manage a successful preparedness program,
an infirmity which for the same reason has denied

‘it success in its efforts to get industry and trade

back on their feet during the past seven years. It
is true that the legislative history of the section is
such that it would be difficult to place responsibility
directly upon the President and his immediate New
Deal associates. It may or may not have been
planned that way, but if it had been planned that
way the course of events need not have been dif-
ferent from what they were. The fact remains,
however, that, sofar as any one knows or can sur-
mise, the President never at any time during the
whole course of the legislation lifted a finger in the
cause of moderation, common sense, or elementary
justice. The fact also remains that the Conference
Committee’s measure was recommitted almost wholly
by members- of the Democratic Party, only three
Republican Senators having voted for recommittal.

When the historian of the future undertakes to
report and appraise our present national defense
effort, he will probably find it difficult to credit the
record that will spread itself before him. The
leisurely procedure of the Chamberlain regime in
the early months of the war to many now seems
difficult to understand. Yet in the course then
pursued there was apparent a certain consistent
rationale. Apparently the British authorities at
that time were convinced that they were engaged
in a protracted struggle which was not likely to
become particularly violent for a long time to come,
if at all, and one which would in any event be de-
cided by the final endurance of the participants. It
was therefore logical for them to proceed more or
less as does a marathon runner in the first few
“laps” of his race—saving his strength for the long
stretches which lie before him.

A Strange Record
In our case, however, it is impossible to perceive
any consistent or logical pattern. We have a Govern-
ment which for months past has insisted that speed
was of the utmost urgency, yet steadfastly refuses
to do those things which are necessary if speed
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is to be achieved. It is constantly saying that the
effort must be a cooperative one, yet it rarely
loses an opportunity to make it about as difficult
as possible for-industry upon which success must
in Jarge measure depend, to afford the cooperation
demanded. It is forever making the welkin ring with
its talk about patriotism which it expects of industry,
yet it keeps telling labor in effect that it must not work
more than about 40 hours a week, and that it must
demand and obtain a continuance of all the rigidities
inherent in the restrictions imposed by a multitude
of laws designed to effect “social reform.” It has
repeatedly asserted that it prefers that industry
provide its own capital for such plant construction
or enlargement as is needed, yet it persists in sins
both of omission and commission which make it
difficult if not impossible for industry to obtain
the funds.

Of all the obstacles placed in the path of industry
this Section 9 of the selective service law is per-
haps potentially the most serious. The difficulties
raised by the various labor laws and policies find
their expression chiefly in higher costs. At least
such is likely to be the case as far as defense opera-
tions are concerned unless labor is willing to bear
the brunt of public disapprobation certain to follow
upon obstructionist tactics on its part. But higher
costs can be met if higher prices are obtained. Of
course higher prices bring troubles in their wake,
but as long as industry is in a position to negotiate
contracts which cover costs with a reasonable margin
it is not impossible to proceed with at least a modicum
of dispatch.

Such profits as are made may, of course, vanish
when the profits-tax collector appears, but such
taxes, so long as they are really levied only upon
profits, at least leave the producer with funds to
cover his outlays. It is true that if adequate amor-
tization of specially constructed plants or specially
used plants is not permitted the tax collector may
take apparent profits which later prove not to be
profits at all with the result of financial disaster
at some later date. Such a prospect certainly will
not and cannot prove of aid in getting the needed
work done, but ordinarily the producer has the
opportunity simply to refrain from taking such risks
—either by refusing the orders or by arranging for

“the investment of Government funds in some one
of the ways that are open to him. Similarly with
most of the other impediments that the New Deal
insists upon placing in its own path and in that of
industry.

Must Comply, or Else

Not so, however, with this provision of the se-
lective service law. Here the Government may
simply designate a plant or an enterprise as a supplier,
determine what it considers a “fair and just” price,
and command that plant or that enterprise to pro-
duce and deliver the goods upon pain of fine, im-
prisonment, and occupation of the premises by the
Government. The unfortunate producer must com-
ply or seek what redress he can in the courst against
-the apparent intention of Congress. Yet com-
pliance might well spell bankruptcy, immediate or
not long deferred. Here is conscription of industry
with a vengeance! If employed freely, these powers
will, obviously, simply bring disaster. After all
industrial leaders are human beings. It is utterly
idle, and worse, to expect them to function as
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anticipated if they are to be scourged like quarry
slaves to their dungeons. Without the best that
is in them, the Government would be helpless to
effect its ambitious defense program. If it be
asserted that these powers will be employed only
as ““the shot-gun behind the door,” as one prominent
New Deal figure once expressed it, for the purpose
of bludgeoning the business man into. entering con-
tracts which, if his better business judgment pre-
vailed, he would not enter, the obvious answer is
that such conduct on the part of the business man
is precisely what the Government should not demand
and should not want.

Consider, also, the position of the enterprise which
is not particularly concerned with Government
orders. If the Army or Navy is in need of some
article or goods which in the opinion of the Govern-
ment is “capable of being produced” in its plants,
or if its plants, or some of them, are in the Govern-
ment’s opinion ‘“‘capable of being readily trans-
formed into a plant for the manufacture” of such
article, he may at any time be called upon precisely
as any other to produce and deliver at the Govern-
ment’s price or suffer the consequences. Can he
in such circumstances be expected to proceed with
his accustomed vigor and daring in the operation
and possibly the expansion of his facilities for the
production of goods to supply the civil population?
And can the investor be expected to supply funds
freely for such purposes under conditions of this
sort? To ask such questions is to answer them.

Now, it may be, of course, that the powers thus
granted will never be used at all, will be kept in
reserve for some recalcitrant who rarely if ever
appears, as the President has suggested. It is a
fact that the Secretary of War and the Secretary
of the Navy now in office happen to be gentlemen
who are not normally inclined to unreasonable action,
however misguided they may be concerning the
proper foreign policy for us. For this much we
may be thankful. As much, however, cannot be
said for the many others who really direct the
New Deal, and no one is likely to suggest that the
President would long hesitate to make changes in
his official family should he think it expedient to
do so in this or any other connection. The powers
thus granted are extremely unfortunate, extremely
dangerous, and extremely burdensome to the de-
fense program—particularly in the hands of the
present Administration. The provisions must be
placed at or near the head of the list of all the
mal-adroit acts of the Roosevelt Administration.
'They furnish one more reason, and a compelling
reason, for a change in Washington this autumn.

Federal Reserve Bank Statement

OFFICIAL banking statistics reveal this week
numerous changes in the credit and currency

" figures which just about cancel out in their varying .

effects upon the total of idle credit. Excess reserves
of member banks over legal requirements decreased
$10,000,000 in the weekly period to Sept. 18, leaving
the aggregate at $6,530,000,000. This compares
with the record established two months ago of
$6,880,000,000. Reserve deposits of member banks
with the 12 Federal Reserve banks actually moved
up $28,595,000, but changes in the nature of some

deposits apparently increased the requirements. -

Monetary gold stocks of the country advanced $112,-
000,000 to $21,093,000,000. Currency in circula-
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tion moved up $4,000,000 to $8,084,000,000. There
was a rather sharp gain of foreign deposits with the
regional banks, but this in turn was partly offset by
a decline of other deposits. The Treasury found its
general account increased, owing to Sept. 15 income
tax payments. Most of these variations, of course,
have little more than temporary significance. The
overshadowing fact is that credit resources are tre-
mendously greater than the effective demand, and
are destined to grow in the long run approximately
to the extent that gold arrives in the United States.
The demand side of the credit picture reflects only
modest inquiry for accommodation, notwithstanding
the rapid preparations for an unprecedented peace-
time armaments program. The condition statement
of weekly reporting New York City member banks
shows an increase of business loans for the statement
week in the amount of $8,000,000, to a total of $1,-
750,000,000. Loans by the same banks to brokers
and dealers on security collateral increased $10,000,-
000 to $295,000,000.

The 12 regional banks again refrained from open
market operations, as the total holdings of United
States Government obligations remained at $2,433,-
The Treasury deposited $84,999,000 gold
certificates with the Federal Reserve banks, increas-
ing their holdings to $18,756,298,000. Other cash of
the regional institutions advanced modestly, and their
total reserves increased $88,567,000 to $19,112,083,-
000. Federal Reserve notes in actual circulation
moved up $2,000,000 to $5,395,924,000. Total
deposits with the 12 Federal Reserve banks advanced
$86,098,000 to $15,963,548,000, with the account
variations consisting of an increase of member bank
reserve balances by $28,595,000 to $13,624,419,000;
an increase of the Treasury general account by $28,-
675,000 to $790,361,000; an increase of foreign de-
posits by $78,922,000 to $1,035,459,000, and a de- |
cline of other deposits by $50,094,000 to $513,309,000.
The reserve ratio improved to 89.5% from 89.497.
Discounts by the 12 regional banks were off $1,147 -
000 to $4,091,000. Industrial advances receded
$18,000 to $8,612,000,. while commitments to make
such advances fell $116,000 to $8,007,000.

The New York Stock Market

LOW but fairly emphatic gains developed this
S week on the New York stock market, in a trad-
ing volume that failed to attain the 500,000-share
mark in any session. The lack of business remained
the most outstanding characteristic of the financial
week, for it indicated better than anything else the
seriously deterrent effects of the Furopean scene
and the Washington trend upon ordinary affairs.
It was, nevertheless, somewhat comforting to the
financial district to find the price tendency of the
previous week reversed and recovery the rule. The
great aerial attack on British cities swung into its
second week, with all signs pointing to an indefi-
nite test of staying power, and in this respect the
odds were generally held to favor England. Lack of
any actual invasion attempt by the German Nazi
forces heartened financial observers to a degree,
especially in view of the approach of autumn and
winter storms, which can be counted upon to render
an invasion doubly difficult. There was, accord-
ingly, a distinctly more optimistic note as to the
toreign developments. The change, it should be
noted, is one of degree, for there is nothing cheerful
about the spectacle of a great city like London being
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subjected to barbarous attacks and systematic de-
struction. Ttalian attacks on Egypt, moreover, sug-
gest an intensified effort by the totalitarian States
to demolish the British IEmpire, and it is idle to
deny that the threat is a real one.

Financial markets, as a matter of course, also
took into close consideration the Washington devel-
opments, Conscription during peace-times was
made the law of the land on Monday, when Presi-
dent Roosevelt signed the Selective Service Training
Act and named Qct. 6 as the registration date for all
males of ages from 21 to 35, inclusive. This empha-
sized the great drive for war preparations, which
will entail special outlays of $15,000,000,000 already
voted, and more 10 come in the future. The program
is certain to stimulate industry sharply, but not
necessarily in a manner that will make reasonable
profits possible. The excess profits tax and amor-
tization bill, passed by the Senate on Thursday, pro-
poses increases of taxation that in all likelihood
will tend to defeat the very purpose of the arms pro-
gram, since incentive will be curtailed. These and
other influences, as reflected in the stock market,
occasioned minor gains in most sessions, with the
result for the week as a whole indicated by net
advances of one to three points in leading issues.
Aircraft and steel stocks led the movement, with
others trailing the prominent securities. Rail and
utility issues were slightly better.

In the listed bond market a quietly firm trend was
apparent, with dealings on a modest scale. United
States Government securities edged fractionally
higher, owing in part to the delay in refunding and
new financing by Secretary Morgenthau. Best-
rated corporate bonds were in demand, since there

was little offered in the way of new bonds. Specu-
lative railroad bonds were under obvious accumnla-
tion, and other issues of the more volatile types
likewise did well. Among foreign dollar issues the
trend was uncertain, in keeping with the dubious

aspect of foreign developments. The commodity
markets were not especially active, but here also
the tendency was generally toward improved price
levels. Wheat, corn and other grains were marked
upward in the pits, while base metals reflected some
buying. Foreign exchanges were extremely dull,
save for the official transactions at fixed rates.
Free sterling held to the official range for the Brit-
ish unit. Gold receipts of the week were heavy.

On the New York Stock Exchange 19 stocks
touched new high levels for the year while 15 stocks
touched new low levels. On the New York Curb
Exchange 17 stocks touched new high levels and
cight 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 166,390 shares; on Monday, 292,610
shares; on Tuesday, 399,080 shares; on Wednesday,
479,290 shares; on Thursday, 469,970 shares, and on
Friday, 380,650 shares.

On the New York Curb Exchange the sales on
Saturday were 26,195 shares; on Monday, 56,735
shares; on Tuesday, 65,420 shares ; on Wednesday,
73,795 shares; on Thursday, 81,165 shares, and on
Friday, 94,775 shares. :

On the New York Stock Exchange the ground lost
on Friday of the previcus week was recovered on
Saturday last in a dull and irregularly improved

The Commercial & Financial Chronicle

Sept. 21, 1940

market. Some easiness was noted at the opening
which was followed by a drifting tendency lasting
one hour. Thereafter the forces of recovery took -
things in hand and gains were the order through the
close. Final prices for the most part reflected the
day’s best levels and were of a fractional nature.
The expectant invasion of Great Britain by the Ger-
mans failed to materialize over the week-end, and
had a beneficial effect on security values in early
trading on Monday.. Among the prominent steel
shares, gains of one point were enjoyed, while other
stocks in the heavy industry group also improved.
With the passing of mid-day values were better by
two points, but near the close equities declined with
persistence to end the day with only fractional ad-
vances recouped from earlier gains. Chemical stocks
were in most demand and made impressive strides,
while aireraft and motor shares managed to salvage
fractional gains from the day’s former high levels.
The same factors were at work on Monday as in past
weeks, and worked against any active support trad-
ers may have been willing to place at the market’s
disposal. The market on Tuesday received a fillip
in the way of encouraging war news from England
telling of the dispersion of the Nazi invasion fleel
by stormy weather in the Channel and the expansion

of Government orders in keeping with our defense

program. As the opening gong sounded, prices
assumed a fractionally higher appearance and rose
to two points. Equities had little difficulty in hold-
ing to their progress, and in some instances forged
beyond their two-point advantage. In the final 30
minutes of trading liquidation in a mild form made .
itself felt, and slight recessions followed. Broader
trading and increased activity was descriptive of
Wednesday’s sescion. The forward movement of the
past three days was carried into the day’s session
and narrowed down the losses sustained in last
week’s onslaught or prices. Caution was not over-
looked, and quietness riled at the start of trading.
With the' passing of the first hour gains were re-
corded and the market then settled a bit, with the
general list relinquishing a portion of its advances
to close the day at the best levels of the current
movement. Notwithstanding the progress enjoyed
this week and early in Thursday’s session, profit-
taking stepped in as trading got under way, and
again cut into gains. Full recovery from the slump
of last week still remained a thing to be attained.
The market leaned more toward the investment side
than the speculative, with senior steel issues receiv
ing special notice. Railroad shares were depressed,
and among low-priced motor stocks, Packard Motors
continued to lead the way. A lower trend early on
Friday turned into a mild rally at mid-day on the
strength of a more favorable tax measure as passed
by the Senate than the one proposed by the House.
Traders were of the opinion that the main essentials
of the Senate bill will be adhered to in its final pass-
age. By early afternoon the market took on a strong
appearance, and prices closed irregularly higher.
Using final quotations on Friday of last week with
those for yesterday for comparative purposes, better
prices are noted the present week. v
General Electric closed yesterday at 3334 against
3234 on Friday of last week; Consolidated Edison
Co. of N. Y. at 2634 against 2614 ; Columbia Gas &
Electric at 53§ against 534 ; Public Service of N. J.
at 3414 dgainst 341%; International Harvester at
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453 against 4314 ; Sears, Roebuck & Co. at 82
against 801%; Montgomery Ward & Co. at 4075
against 39; Woolworth at 327 against 3234, and
American Tel. & Tel. at 1621, against 16073.

' Western Union closed yesterday at 19 against
1815 bid on Friday of last week; Allied Chemical &
Dye at 159 against 152; E. I. du Pont de Nemours
at 1701 against 16534 ; National Cash Register at
1234 against 1214 bid; National Dairy Products at
131, against 131; ; National Biscuit at 197 against
1914 ; Texas Gulf Sulphur at 32Y} against 311%;
Loft, Inc., at 2134 against 20%; Continental Can
at 3934 against 377; Eastman Kodak at 13513
against 131; Standard Brands at 614 against 614 ;
Westinghouse Elec. & Mfg. at 107 against 1021/ ;
Canada Dry at 1334 against 137; Schenley Dis-
tillers at 1014 against 934, and National Distillers
at 2134 against 207%.

In the rubber group, Goodyear Tire & Rubber
closed yesterday at 1614 against 1534 on Friday of
last week; B. F. Goodrich at 12% against 12%, and
United States Rubber at 2215 against 2115.

The railroad stocks reflect an improved. position
the present week. Pennsylvania RR. closed yester-
day at 22 against 2034 on Friday of last week; Atchi-
son Topeka & Santa Fe at 1614 against 15% ; New
York Central at 1414 against 1334 ; Union Pacific
at 83 against 83; Southern Pacific at 9 against 8Y%;
Southern Railway at 1214 against 1134, and North-
ern Pacific at 734 against 634.

Steel stocks advanced into higher ground this

week. United States Steel closed yesterday at 563/
against 537 on Friday of last week; Crucible Steel
at 3034 against 281%5; Bethlehem Steel at 797
against 76, and Youngstown Sheet & Tube at 3214
against 3115, '

In the motor group, General Motors closed yester-
day at 4834 against 46%% on Friday of last week;
Chrysler at 773 against 75%%; Packard at 3%
against 314; Studebaker at T, against 714, and
Hupp Motors at 15 against 5.

Among the oil stocks, Standard Oil of N. J. closed
yesterday at 3473 against 341% on Friday of last
week ; Shell Union Oil at 8'5 bid against 834, and
Atlantic Refining at 21%% against 215.

Among the copper stocks, Anaconda Copper
closed yesterday at 2214 against 203 on Friday of
last week; American Smelting & Refining at 40%%
against 38, and Phelps Dodge at 317% against 291/.

In the aviation group, Curtiss-Wright closed
yesterday at 8 against 7% on Friday of last week;
Boeing Aircraft at 161% against 15%, and Douglas
Aircraft at 7634 against 7315,

Trade and industrial reports of the week show a
tendency toward record production for 1940, and
stock performances undoubtedly were stimulated to
a degree by this factor. Steel operations for the
week ending today were estimated by American
1ron and Steel Institute at 92.9% of capacity, which
is the best level so far attained this year. The
steel index one week ago was 91.9%, while the levels
were 89.7% one month ago, and 79.3% one year
ago. Production of electric power for the week
ended Sept. 14 was reported by Edison Electric In-
stitute at 2,638,634,000 kwh., against 2,462,622,000
kwh. in the preceding week, which contained Labor
Day, and 2,444,371,000 kwh. in the corresponding
week of 1939. Car loadings of revenue freight for
the week to Sept. 14 amounted to 804,309 cars, ac-
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cording to the Association of American Railroads_,
the figure being the best for the year to date. It
represented a gain of 109,051 cars over the preceding

week, and of 3,878 cars over the similar week of

last year. . :

As indicating the course of the commodity mar-
kets, the September option for wheat in Chicago,
closed yesterday at 77%c. against T45gc. the close
on Friday of last week. September corn closed
yvesterday at 6114c. against 63%c. the close on Fri-
day of last week: September oats at Chicago closed
yesterday at 30%c. against 29%gc. the close on Fri-
day of last week. ‘ v . ‘

The spot price for cotton here in New York closed

‘yesterday at 9.69¢. against 9.82c. the close on Friday

of last week. The spot price for rubber closed
vesterday at 19.25c. against 19.19c. the close on Fri--
day of last week. Domestic copper closed yesterday
at 1114c. against 1134c. to 11%5c. the close on Fri-
day of last week. In London the price of bar gilver
closed yesterday at 23 7/16 pence per ounce against
23 7/16 pence per ounce the close on Friday of last
week, and spot silver in New York closed yesterday
at 343c., the close on Friday of last week.

Tn the matter of foreign exchanges, cable trans-
fers on London closed yesterday at $4.04 against
$4.04 the close on Friday of last week. '

European Stock Markets

DVANCING prices were the rule this week on
stock exchanges in the leading European
financial centers, but business was on a very modest
ccale in most cases. The furious aerial war carried
on by Britain and Germany is naturally a dominant
factor in the markets, especially in heavily bombed
London. It was necessary for the London Stock Ex-
change to delay the opening on several occasions,
owing to air raid warnings, and on Tuesday a de-
cision was reached to close an hour earlier than
usual, so that members would have time to reach
their homes and their air raid stations. Apart from
such interruptions, business was carried on cheer-
fully, with gilt-edged issues slowly improving
throughout the current week. Some demand ap-
peared for industrial stocks at London, but best in-
quiry developed for issues of companies far removed
from the war scene, such as British colonial
cecurities. There were still no reports available as
to dealings on the Paris Bourse, which is screened
behind the German censorship. Dispatches regard-
ing the Amsterdam market again were available this
week, and it appears that a mild boom was in
progress in certain Dutch shares. Gains of 5 to 8
points were recorded at Amsterdam in some single
mid-week sessions, and there were only occasional
set-backs. The tone of the Berlin Boerse was steady
to firm, with advances in mid-week dealings some-
what offset by a decline on Thursday. The so-called
colonial issues of the Reich market were in rather
¢ood demand during most sessions.

Military Preparations
ILITARY conscription of manpower during
peace times became a reality last Monday in
the United States, when President Roosevelt affixed
liis signature to the so-called Selective Service Train-
ing Act. Under this measure, which represents a
decided departure from American traditions, all
men aged from 21 to 35 years, inclusive, must reg-
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ister. A proclamation naming Oct. 16 as the reg-
istration date was issued by Mr. Roosevelt when he
signed this measure. It is estimated that 16,500,000

men will register under the bill, while only 400,000 -

are expected to be called into service Jan. 1, and a
like number in the Spring of 1941. The military
establishment was augmented early this week by the

transfer of 60,500 National Guardsmen from State -

to Federal service, and further calls are to be issued
periodically. These epochal events are, of course,
directly related to the course of the European war
and the apprehensions of a complete victory by the
totalitarian States in that conflict. Meanwhile, ef-
forts of one sort or another were continued for the
better mechanical preparation of the country for
any eventualities. Prodigious sums readily were
voted by Congress for war preparations, but it is
held to be an open question whether the defense ar-
rangements are being pushed in the most rapid man-
ner of which the country is capable. Equally note-
worthy is the fact that no atempt is being made in
Washington to improve American diplomatic rela-
tions with the ver'sf countries whose military ad-
vances are occasioning militarism here.

Latin America

LANS in Latin American countries for loans

from the Export-Import Bank of Washington
seem suddenly to have replaced the long accounts of
Nazi “fifth-column” activities which emanated here-
tofore from the vast area stretching from the Rio
Grande to Patagonia. Whether the fifth-column re-
ports were intended to. bolster the proposal for lend-
ing $500,000,000 to Latin America is a moot point,
but it is at Jeast of some significance that they have
virtually ceased since our Congress manifested an
intention to vote favorably on the loan proposal. The
journey through Latin America undertaken by War-
ren Lee Pierson, President of the Export-Import
Bank, possibly impressed our so-called “Good
Neighbors” to the south as evidence that loans soon
will be forthcoming. The impression seems to pre-
vail in some countries that eligibility for loans de-
pends partly upon settlement of existing defaults on
dollar obligations. Cuba, for instance, pushed to
completion a program for adjustment of external
defaults, and werd from. Havana immediately fol-
lowed that $50,000,000 is expected from the Export-
Import Bank. Peru adjusted a default on a banking
credit, but so far appears to have taken no steps
toward settlement of its long-standing dollar bond
default. :

But other influences also are operative in the
Latin American sphere, and especial importance
cbviously attaches to an Argentine decision, re-
ported yesterday, to restrict the flow of imports
from the United States, in order to conserve dollar
exchange holdings. The Argentine move probably
will be a temporary one.
curious and painful controversy regarding our
virtual embargo on Argentine meats which involves
the simple question of truthfulness as between Leo-
poldo Melo, Chairman of the Argentine delegation
to the recent Havana Conference, and President
Roosevelt. Senor Melo stated in Buenos Aires, after
his return from Havana and Washington, that Mr.
Roosevelt had held out hopes of a change in the atti-
tude of Congress respecting the-importation of
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Argentine meats. This was promptly denied at the
White House in Washington, as an “obvious mis-
quotation.” Whether the Argentine authorities were
impressed by the political denial of the White House
is not clear, but it is at least conceivable that the
Washington attitude disposed Buenos Aires toward
an aloof view regarding imports from the United
States.

Battle of Britain

ESPERATE aerial warfare was continued this

week in what is manifestly the opening phase
of the great Battle of Britain. London was the
particular target of the German aerial fighters, for
the second successive week, and it is evident that
enormous damage has been done to that metropolis.
Other Briitish cities also were heavily bombed by
the ruthless Nazis, who are reported in some dis-
patches as occasionally aiming at military objec-
tives, although many of their missiles fell on hoary
monuments of Britain. The British air force with
almost equal persisteney bombed the nearby French
and Belgian harbors, from which the Nazis appeared
to be praparing to launch an invasion of England.
Long-range bombers from the British Isles swept
far into German territory night after night, every
care apparently being exercised to aim only at
actual military objectives and thus avoid furnishing
German pretexts for “retaliatory” bombing .of Lon-
don. All the world was on tenterhooks as the next
phase ‘in the great struggle was awaited, but that
secret was not divulged by the Germans. Talk of a
“secret weapon” died down in Berlin, to be replaced
by ever-changing statements of imminent or delayed
invasion attempts. All to clearly, the Reich spokes-
men were intent upon occasioning all possible be-
wilderment in England. But the British made it
plain that they are awaiting events with serene con-

. fidence in their ability to repel any invader.

Aerial bombing of the week now ending was much
like that of the first week of intensified Nazi attacks
on London and its environs. It is possible that the
attacks were increased in scope and fury, but
accounts differ as to the number of Nazi airplanes
involved. Night after night, and on most days as
well, the Nazis soared over the British capital, drop-
ping-bombs of both incendiary and explosive types.
The latter included instantaneous and delayed-
action instruments of death and destruction. Air
raid sirens screamed in London at frequent inter-
vals, and sent the crowds scurrying to shelters,
where they often remained all night. New schemes
and artifices were tried by the Nazi fliers on scores
of occasions, in order to befuddle the defenders.
But British Spitfire and Hurricane fighter planes
rose steadily to intercept the Germans, and they
took advantage of the moonlight early in the week
to fight the Nazis at night. The balloon barrage
around London ‘was kept to full strength, until a
gale tore dozens of the bags loose on Tuesday. Anti-
aircraft batteries thumped away against the Nazis
in what seemed at times an endless chorus, much of
the night firing being intended to hearten British
morale and throw a curtain of shrapnel into the air
to stop the Germans from coming over the center of
London. It is bitterly obvious, however, that no
real countermeasure against night bombers so far
has been discovered.
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Military damage wrought by either side upon the
- other is rather carefully concealed by the censors,
hut occasional reports slip through which make it
plain that immense destruction is in progress. In
London the great wharf areas admittedly are seri-
ously affected, and great fires have destroyed some
foodstuffs and other supplies in warehouses. Of-
ficial British statements indicate that the total dam-
age is modest compared to British supplies in hand.
It would seem, however, that much shipping has
been diverted from London, and greater reliance for
overseas commerce placed upon the western ports
of Great Britain. The effect of the German bombing
upon the residential areas of London is not a matter
of official concealment, and endless accounts are
available. Great blocks of houses have been leveled
in London’s East End, where the poorer people live.
The bustling shopping areas of fashionable London
were hit repeatedly this week, and world-famous de-
partment stores and shops were damaged and occa-
sionally destroyed. Buckingham Palace, the House
of Lords, and the Tate Gallery were hit, without
much damage in any of these instances. A time
bomb fell near St. Paul’s ‘Cathedral, and a “suicide”
squad managed to dig up the deadly machine before
it could harm the great structure. But other monu-
ments were not saved in this desperate manner, and
the damage to the fine old city is incalculable. Dis-
patches indicated that new damage in every section
of the great city greeted the red-eyed Londoners
morning after morning, as they emerged from shel-
ters and endeavored to carry on their tasks. It is
admitted in some reportg that London can hardly
be regarded as carrying on business as before, but
official accounts state emphatically that little dam-
age has been done to the war and other industries.

Prime Minister Winston Churchill spoke in the
House of Commons, Tuesday, and supplied some
official statistics of casualties in this inhuman war
against civilians. In the first half of September, he

said, 2,000 civilians had been killed and 8,000

wounded, while casualties in all British fighting
services for the same period amounted only to 250.
Mr. Churchill revealed that German barge and ship
concentrations were continning on the European
side of the Channel, but he added that British bomb-
ers were destroying the formations rapidly. It
would seem, ifideed, that the British air force con-
centrated to an ever greater degree on this task as
the- week progressed, for enormous fires were re-
ported at Le Havre, Boulogne, Calais, Dunkirk and
Ostend. The German industrial districts again were
bombed, and forays were made to Norwegian points.
An incident of the conflict was a rumor, Tuesday,
that German long-range shelling of London was
taking place, although the British capital is 90 miles
from the nearest German-held area. British spokes-
men scoffed at the reports. When the great gale
whipped the Channel, Tuesday, German airmen con-
tinued to fly over London, but there were no British
bombings of German points reported on that day.
Each side continued to claim enormous numbers of
enemy aireraft shot down or destroyed, as against
minor losses of their own aerial fleets. The dis-
parity of these claims was much along previous
lines and remains unexplained. German submarine
attacks on British shipping were continued this
week, but were far overshadowed by the aerial
war.
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Mediterranean Warfare
TALTIAN forces took the initiative last Saturday
in a new development of the conflict in the vast
Mediterranean area, and this region seems destined
to assume a greater importance than at any time
since the Italians entered the war on June 10.
Rumors last week were to the effect that Italy might

Juarch into Egypt, at the same time that German

legions endeavored to invade England. If this was
the plan, it miscarried, for there is still no sign of
the long-threatened German attempt to land troops
in the British Isles, whereas Italian forces already
are deep into Egyptian territory. The attitude of
the Egyptian Government heretofore has been that
any invasion by Italian forces would be strenuously
resisted. - Intimations from Rome suggested  this
week, however, that some special understanding ex-
isted which might suffice to keep Egypt from active
participation and leave the defense of the country
to British units. Whatever the inwardness of this
situation may be, the fact is clear that Egypt has
not yet taken up arms against the Italian invader,
who aims at the British base at Alexandria and the
Suez Canal. The Egyptian Cabinet is to meet today,
it is stated in Cairo reports, and may reach a
decision. '

That the Ttalians long have been preparing for a
quick march toward British-held points in Egypt
has been no gecret. No surprise was caused, there-
fore, when the mechanized Italian troops began last
Saturday to advance, under cover of a strong aerial
support. The first stage of the Italian invasions
was through desert country, where only thin out-
posts were placed by the British defenders. Sweep-
ing past such minor obstacles, the forces of Pre-
mier Mussolini reached and took S8idi Barrani, last
Tuesday, this desert post being 55 miles from the
Egyptian-Libyan border. The next Italian objective
plainly is Mersa Matruh, which is the railhead for
the coastal line to Alexandria. At that point the
real troubles of the Italians are apt to begin, for
transportation facilities there favor the defenders.
The British air force struck heavily at the Italians
as they moved forward, and when the coastal high-
way was used by the invaders the great British fleet
units shelled the attackers, Thursday. - Some un-
easiness has been caused, however, by reports that
Ttalian forces far outnumbered the British, and by
indications that Egypt anxiously desires to refrain
from a war declaration and full participation in the
conflict.

Spanish Position

REALISTIC appraisal of the European scene and

of the position of the Iberian Peninsula sug-
gests that Spain may well be the next country in-
volved in the great war, notwithstanding the unques-
tionably pacific aims and desires>of the Spanish
people themselves. Spanish involvement might be
complete or partial, but the intent obviously would
be to make possible a Rome-Berlin attack on the
British base at Gibraltar. Apprehensions that an
arrangement of this sort was in the making were
aroused last Monday, when Ramon Serrano Suner,
prother-inlaw and close adviser of General Fran-
cisco Franco, arrived in Berlin for consultations
with Chancellor Adolf Hitler and Foreign Minister
Joachim von Ribbentrop. Senor Serrano Suner,
who holds the office of Minister of State in the
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Fascist Spanish regime, was greeted warmly in Ber-
lin, where it was re‘ealed that he will make an ex-
tensue tour of the Reich. The talks were followed
by a rapid trip to Rome by the German Foreign
Minister, who arrived in the Italian capital on
Thursday. Official comment on the discussions was
sparse, but the controlled press of Germany and
Italy was permitted to indulge in “guesses” that
Madrid is about to turn its back on the non-belliger-
ent support of the Axis Powers and assume a more
active roie in the great conflict. “The most im-
portant possibility involving Madrid,” said a Rome
dispatch of Wednesday to the New York “Times,”
“is a military or consultative pact with the Ax1s
that would permit Spain to play a passive role, while
Italian and German airplanes, submarines and
ships of all kinds used her terrain and ports as
bases.”

The principal purpose of the visit to Rome by the
German Foreign Minister was generally thought to
relate to the Reich offensive against the United
Kingdom. In German circles it was stated specifi-
cally that no connection existed between the visit
to Berlin of Senor Serrano Suner and the Axis con-
sultations in Rome. The Italian capital, on the
other hand, considered it inevitable that the Spain
ruled by General Franco would accede to Axis de-
sires. Tt is necessary to recognize the fact, of course,
that General Franco owes his victory in the long-
drawn Spanish civil war to the support of the two
Fascist countries of Europe. The cry has been
raised persistently in Spain for capture or control
of Gibraltar, which guards the western portal of
the Mediterranean with admirable effectiveness. Tt
is' hardly to be supposed that Spain would be able
to take Gibraltar from its British defenders with-
out assistance, but this matter conceivably might
assume a différent aspect if German and Ttalian
forces at Gibraltar’s “back door” were to take an
active part in the attack. For such attacks the
British have been preparing ever since the Spanish
war ended, and any siege of Gibraltar might easily
outlast the war itself. For purposes of supply,
Spain has been a virtual ally of the Axis Powers
since the' Germans established direct communica-
tions in June, and no great change is probable in
that sense.

Balkan Region

EW obstacles were left, this week, to the com-
plete control by Germanv, Italy and Russia

of the vast Danubian area and the numerous prod-
ucts of vital war importance which that region can
supply. - The recent changes in the Balkans con-
stitute one of the most depressing chapters of the
war record. ‘Hungarian legions completed late last
~week  their occupation of the “ceded” portion of
Rumanian Tlansyhama and last Sunday the Bul-
garians  took over the civil administration of the
Southern ‘Dobrudja from the Bucharest authorities.
‘Together with the previous “cession” of Bessarabia
to Russia, this reduces Rumania ‘approximately to
the borders current before the first World War.
The new regime in Rumania, headed by Premier Ion
Antonescu, announced last Snnday an “Iron Guard”
State, which ° means that Fascist sympathlzers at
long last have gained the upper hand in that coun-
try. - Enlarged shipments of Rumanian wheat and
oil to Germany already are reported, and a further
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integration of the Balkans with the warring Axis
Powers seems inevitable. Some odd and perhaps
nnexpected results of the political changes also are
reported, however, such as a sharp curtailment of
Rumanian oil production, owing to the dwindling
demand from the areas ceded to neighboring States.
0il shipments to the Reéich doubtless: are at the
capacity of available equipment, but the loss of
nearby markets nevertheless has affected the Ru-
manian oil industry adversely.

Such territorial changes as recently were effected
in the Balkans may %olve some problems, but they
inevitably produce a new crop of difficulties. A
few of these were reflected during the current week
in various reports from the region. That Rumania
is in political turmoil goes without saying, and it
is evident that the dictatorial status of General An-
tonescu will be precarious for some time. There are
indications from Berlin that Russia entertains a de-
gree of apprehension regarding some of the decisions
reached at the Vienna conference which ended in the
“arbitral” award of a hugh slice of Transylvania to
Hungary. The Soviet Government announced that
information had been requested from Berlin, and
in the German capital it was asserted that Russian
interests in the Balkans are “fully appreciated.”
International political circles heard rumors that
Russia may make demands upon Bulgaria, as a step
toward that control of the Dardanelles which Mos-
cow fervently has desired for decades. The Bul-
garians, in turn, were reported on Tuesday to be
making demands for a corridor through Greece to
the Aegean Sea. It is evident that both Greece and
Yugoslavia may have to face territorial and other
demands of the Axis Powers in coming weeks and
months, and Turkey also may find “demands” on
its doorstep. The intentions of the German Govern-
ment were made especially clear over the last week-
end, when the international commission for control
of the Danube was"summarily dismissed in Berlin
as “no longer in existence.”

French Indo-China

MINOUS indications are available of a turn in
‘Far Eastern affairs which may prove embar-
rassing for the United States, and which conceivably
might project this country into war. The French
Government, it appears, intends to capitulate to
Japanese demands respecting French Indo-China
which . will mean a serious impairment of French
sovereignty and a drastic change in the course of
the undeclared war being waged by Japan against
China. Tt is through French Indo-China that the

Japanese militarists intend to move against the well-

intrenched . Chinese Nationalist regime at Chung-
king. Demands for naval bases and transportation
rights have been reported on a number of occasions,
some of these reports being so pointed that they
evoked a statement from Secretary of State Cordell
Hull to the effect that the United States could not
view without concern a change of status in French
Indo-China.

Paul Baudoin, as Foreign Minister of the French
Government at Vichy, declared on Thursday that
France stands absolutely alone in Indo-China and
is unable in her weakened condition to resist Japa-
nese demands. The negotiations are continuing and
the United States Government is being kept fully
advised, said M. Baudoin. But it must be remem-
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bered, he added, that Japan is a dynamic, well-
armed nation, and that British strength is being
withdrawn from the Far East. A mere flow of
“fine words” from the United States is of no par-
ticular help in this situation, said the French Min-
ister. These comments foreshadow a crisis in the
Far East and suggest that Japan, as the strongest
Oriental Power, is about to take advantage of the
“divisions in the Western World which make bold
steps possible. There were reports from Washing-
ton, Thursday, of consultations between British and
TUnited States authorities, intended to give this
country “rights” to the use of British bases in the
Far East. The developing Far Eastern difficulties
make it clear that such rights may be little more
than an invitation to fight the aggressive Japanese,
while Europe is engaged in another of its eternal
squabbles.

New York Money Market

DEALINGS on the New York money market were

minor this week, and rates again were simply
continued from previous weeks and months. The
supply of bankers’ bills and commercial paper shows
no tendency toward expansion. The Treasury in
Washington sold on Monday a further issue of $100,-

000,000 discount bills due in 91 days, and awards

were at 0.032% average discount, computed on an
annual bank discount basis. Call loans on the New
York Stock Exchange were again at 1% for all ma-
turities, while time loans held to 114 % for 60 and 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, 19, was the
ruling quotation all through the week for both new
loans and renewals. The market for time money
continues quiet. Rates continued nominal at 1149
up to 90 days and 1249 for four to six months’
‘maturities. The market for prime commercial paper
has shown less activity this- week, due largely to
a decline in the supply of high-class paper. The
demand, however, has been good. Ruling rates
at 34@19, for all maturities.

Discount Rates of the-Federal Reserve Banks

HERE have been no changes this week in the
rediscount rates of the Federal Reserve banks;
recent advances on Government obligations are shown
in the footnote to the table. The following is the
schedule of rates now in effect for the various classes
of paper at the different Reserve banks:

DISCOUNT RATES OF FEDERAL RESERVE BANKS »

Rate in
Effect on

Federal Reserve Bank
. Sept. 20

Date
Established
Sept. 1, 1939

Aug. 21, 1937
Aug. 21, 1937

» » %
P bk o B ok ok b ok e e ek

ERERERRERR

* .

DO O 1D B2 b0 DD B B b0 N

Sept. 3, 1937

* Advances on Government obligations bear a rate of 1%, effective Sept. 1, 1939.
- hlcago: Sept. 16, 1939, Atlanta, Kansas City and Dallas: Sept. 21, 1939, 3t. Louls.

Bankers’ Acceptances

HE market for prime bankers’ acceptances has
been very quiet this week. Few bills have

been coming out, but the demand has been good.
Dealers’ rates as reported by the Federal Reserve
Bank of New York for bills up to and including 90
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days are 149, bid and 7-169, asked; for bills running
for four months, 9-16%, bid and 149, asked; for five
and six months, 549 bid and 9-169, asked. The
bill-buying rate of the New York Reserve Bank
is 149 for bills running from 1 to 90 days.

Discount Rates of Foreign Central Banks

HERE have been no changes during the week in

the discount rates of any of the foreign central

banks. Present rates at the leading centers are
shown in the table which follows: i

Rate n/
Effect Date vlous
Sept 20|  Effective Rate Sept 20

Ar 314 (Mar. --- ||[Holand ...| 3
Belglum...| 2 & 23 ||Hungary...| 4
Bulgaria g}i . 7 3

Pre- Rate in

Effect

¥
T

c‘bun!ry Date

Effective

Aug. 29 1939
Aug. 29 1935
Nov. 28 1935
14 |May 18 1936
. 71936
Java Jan. 14 1937
Lithuania.. July 15 1939
Moroceo.... May 28 19356
Norway ... Sept. 22 1939
Poland. ... Deo. 17 1937
Portugal.._
Rumania ..
South Africa)
Spaln

Sweden....

i

Country

g

»

bl

(-3

S
o
PN

Chile
Colombia..
Czechoslo-
vakia_...
Danzig. ...

>
=

X

Jan.
% |May 22 1940
June 30 1932
Oct.
43 |Oct,
4 Deoc.
2 Jan.
Germany ..| 33 |Apr.
Greece ....! 6 |Jan.

*Not officlally confirmed.

May 15 1933
Mar. 29 1939

»*
=R RRRDDW

P N ¥
XX XX RK¥X

Switgerland,
Yugoslavia.

YRRV SICIN G
P LT ST R N
RER KRR

Feb. 11935

R

Foreign Money Rates

N LONDON open market discount rates for short

bills on Friday were 1 1-32%,, as against 1.1-32%

on Friday of last week, and 1 1-329%,@1 1-169, for

three-months’ bills, as against 11-329,@1 1-16%

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

Bank of England Statement

HE statement for the week ended Sept. 18 showed

a loss of £2,629,000 in note circulation, but as

this was attended by an increase of £63,359 in gold
holdings, the gain in reserves was £2,692,000. Notes
in circulation now aggregate £606,010,000, compared
with the record high; £613,906,516 Aug. 14 and
£546,498,187 a year ago. Public deposits fell off
$2,300,000 while other deposits rose £23,214,847.
The latter consists of ‘bankers’ accounts” and
“other accounts,” which increased £21,086,569 and
£2,128,278 respectively. The reserve proportion is
now 13.0%; a week ago it was 13.1% and a year ago,
20.29%. Government securities increased £18,325,-
000 while other securities declined £92,632. Other
securities comprise discounts and advances, which
fell off £347,479 and securities, which rose £254,847.
No change was made in the 29, discount rate. Fol-
Jowing we show the various items with comparisons

for previous years:
BANK OF ENGLAND'S COMPARATIVE STATEMENT

Sent. 18, Sept. 20, Sept. 21, Sept. 22, Sept. 23,
1940 1939 1938 1937 1936

£ £ £ £ £ .
606,010,000/546,498,187(479,224,5211485,969,669(445,104,282
Public deposits.. ... 21.450,305| 18,431,105/ 15,663,878| 10,441,666
Other deposits ,956, 147,832,738|140,284,547|141,844,311|146,776,519
Bankers’ accounts. |128.792,843(107,898,931|100,860,610|105,601,370{107,981,795
Other accounts...| 52.164.067| 39,933,807| 89,423,937| 36,242,941| 38,794,724
Govt. securities 157.822.,838(121,866,164| 97,606,164|106,867,977| 83,663,337
Other securities 087,447 31,424,450| 30,652,933 26,849,080| 28,218,423
Disc't & advances. 2,538,421 5,208,031 7,880,969
28,886,029 21,641,029| 20,337,454
Reserve notes & coin| 25,124,000 34,227,918 42,061,954| 63,601,937
Coin and bulllon.....| 1,135,783 726,105 328,031,623(248,706,219

Proportion of reserve|
13.0% 20 .2% 30.6% 26.7% 40 .40‘;7

to Habllities 07 2 6 1%
Bank ra o
Pl 168s. lads. 11%5d.i845. 1134d.I84s. 1134d.

Gold val, per fine 0z. 168s.

Circulation

Course of Sterling Exchange
UIET strength continues in the free pound while
the market is extremely dull in both free and
official sterling. The rates for the official pound
continue pegged by London. As has been the case
since Aug. 1, the New York market for the free
pound seems to have virtually disappeared as a
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result of the progressive drying up of the supply of
sterling balances which had been held in American
accounts before the restrictive British regulations
became effective on July 18.

It may be recalled that an order was issued in
London on Aug. 21 barring the importation ‘into
the United Kingdom of all monetary notes of the
Bank of England. The market was advised that
holders of such notes had until Aug. 27 to deliver
them to a bank in the United States for transmission
to and credit in London. Countries nearer to
Great Britain had an even shorter period in which
to redeem such notes. It seems that holders of
British currency notes continue to return them to
London even though the period of grace has expired.
Doubtless the London authorities have devised
some way of accepting these notes as their return
to the Bank has a teéndency to improve its reserve
position. The Bank of England’s statements for
the past two weeks ended Sept. 18 showed a decrease
in circulation of £3,987,000, believed to be due
largely to the return of currency notes from abroad.

- The range for free sterling this week has been
between $4.03 and $4.04 for bankers’ sight, com-
pared with a range of between $4.0214 and $4.0334
last week. The range for cable transfers has been
between $4.0314 and $4.0414, compared with a
range of between $4.0234 and $4.04 a week ago.

Official rates quoted by the Bank of England
continue as follows: New York, $4.0215-$4.031%;
Canada, $4.43-$4.47 (Canadian official, 90.09¢.—
90.10c. per United States dollar); Australia, $3.2150~
$3.2280; New Zealand, $3.223&<3‘53.2442. American
commercial bank rates for official\sterling are $4.02
buying and $4.04 selling.

In London exchange is not quoted ‘en Germany,
Italy, Poland, Czechoslovakia, Norway,

Holland, Belgium, or France.

There can be no doubt that the British ing
and trade position is severely strained as a“result
of war conditions, but many factors indicate that
the British position is much stronger than it was
a year ago. British funds have made a strong re-
covery from the first war slumps and are at a new
high for the year. Rails and industrials have also
improved greatly, though more slowly. Organized
Anglo-American purchasing does not seem to have
made up for the loss of European markets and in-
terests on the Continent, nor can they offset such
loss when it is considered that the European market
served a population of 400,000,000.

London business is curtailed in every phase.
From Sept. 17 the London Stock Exchange will
close an hour earlier at 2 p. m., until further notice,
but plans are being made to conduct business without
interruption during air raids. In banking circles
consideration is being given to a Saturday closing
of the banks in the City and central London. The
only market normally open on Saturday is that for
foreign exchange, in which business has virtually
disappeared, as is likewise the case in New York.

A few days ago the “Financial Times” of London
published figures showing the levels of share prices
at the end of August, 1940, as compared with those

prevailing at the time of the invasion of the Low .

Countries on May 9, after the capitulation of France
on June 26, and on Sept. 7, 1939. British gilt-
edged shares in September, 1939, were quoted at
99.4 and with some irregularity of movement rose

igitized for FRASER

tp

:/[fraser.stlouisfed.org/

Sept. 21, 1940

to 110.3 at the end of August, 1940. British in.
dustrial shares, which were 96.4 in September,
1939, declined more or less gradually to 53.7 in
June, 1940, and have since risen to 79.1. Indus-
trial shares, which declined 209, in the course of
a year, reflect the Government’s policy of direct
control, increasing taxation and reducing consump-
tion, preventing war profiteering by corporations
and extravagant spending by wage earners, and
steering into Government loans the largest possible
portion of national savings. It must be understood
that a floor has been put under all prices, in coopera-
tion with Government plans. .

British commodity exports, although greatly re-
stricted, are holding up well and may even be said
to be improving. The pegging of the pound to the
dollar has been a most important factor in this
respect.

The amounts of gold imports and exports which
follow are taken from the weekly statement of the
United States Department of Commerce and cover
the week ended Sept. 11, 1940,

GOLD EXPORTS AND IMPORTS SEPT. 5 TO SEPT. 11, INCLUSIVE
Imports Ezports

*$1,246,093 $2,590

71,184,540 178

$72,430,633 $2,768

Detail of Refined Bullion and Coin Shipments—
5,682,311 el
Switzerland 27,257 S
United Kingdom 3,575,976 I
54,359,134 -
2,649,369

2,140,260
882,130 S
989 i
Union of South Africa 1,861,488 .05
* Chiefly $239,686 Canada, $150,436 Nicaragua, $227,902 Peru, $146,661
Venezuela, $170,737 Philippine Islands.

Gold held under earmark at the Federal Reserve banks was increased

during the week ended Sept. 11 by $67,633,939 to $1,717,741,837.

Although air raids have caused some departure
from the usual routine, both money and bill markets
continue to function without much difficulty in
London. Easy conditions prevail in the money
market, with call money against bills unchanged
from several months past at 3{9,. Two-months bills
continue at 1 1-329%,, three-months bills at 1 1-169,
four-months bills at 1 3-329,, and six-months bills
at 1149,.

Canadian exchange, which only a few weeks ago
displayed signs of pressure, is again inclined to firm-
ness in the New York market. Whatever weakness
developed in Canadian since the middle of August
was due to the seasonal diminution of tourist demand.
At present decrease in offerings rather than increased
demand accounts for the improvement in Canadian
exchange.

‘The sharp rise in shipments of Canada’s own gold
production to the United States market has a
tendency to strengthen Canadian balances in this
market.

A few days ago Alexander McBain, head of the
Foreign Exchange Control Board of Canada, in an
address before the New York State Bankers Asso-
ciation said that Canadians were being denied
“pleasure” in the United States to “conserve our
foreign exchange.” He termed the Canadian ex-
change control regulatory rather than prohibitive,
pointing out that a novel situation exists betweer
Canada and the United States. Mr. McBain said:

“It is the policy of our Board to permit you to
withdraw your current income from Canada in
United States dollars if you wish. We have asked our
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people to forego pleasure travel in your country
in order that our foreign exchange resources may be
conserved.” .

Montreal funds ranged during the week between a
discount of 17149, and a discount of 15 11-16%.

Referring to day-to-day rates free sterling on
Saturday last was $4.03@$4.0314 for bankers’
sight and $4.0314@$4.04 for cable transfers. On
Monday the range was $4.0314@$%$4.04 for bankers’
sight and $4.0315@$4.0414 for cable transfers. On
Tuesday the range was $4.0314@$4.04 for bankers’
sight and $4.03145@$4.0414 for cable transfers. On
Wednesday bankers’ sight was $4.0314@%$4.0334;
cable transfers were $4.0315@%$4.04. On Thursday
the range was $4.0314{@$4.04 for bankers’ sight and
$4.0315@$4.0414 for cable transfers. On Friday
the market continued without feature as it had been
throughout the week. The range was $4.03)4@
$4.0334 for bankers’ sight and $4.0314@%$4.04 for
cable transfers. Closing quotations on Friday were
$4.0314 for demand and $4.04 for cable transfers.
Commercial sight bills finished at $4.00; 60-day bills
and 90-day bills are no longer quoted.

Continental and Other Foreign Exchange

NOTHING of a positive character can be said

regarding the Continental European foreign
exchange or business situation. Monetary statistics
of any kind reaching this side can not be taken as
reliable.

There is as yet no sign of unity or intercourse
between the occupied and unoccupied zones of
France. Reports from Vichy state that the ban on
communications of any character between the two
areas is an added adverse factor in the resumption
of business in either section.

Henceforth the German authorities will no longer
pay for their purchases with marks which can be
exchanged later for French notes. The outlay for the
army of occupation has been set at 20,000,000 marks,
or 400,000,000 francs a day. This sum must be
placed at the disposal of the German military auth-
orities.
these payments, a provisional advance of 50,000,000,-
000 francs has been obtained by the Vichy Govern-
ment from the Bank of France. :

The cost of occupation has been considerably
increased according to the French viewpoint by the
rate of 20 francs to the mark arbitrarily set by the
German authorities. This is considered much below
‘ the true value of the franc compared with the mark.
According to Vichy dispatches, the actual buying
power of the franc as against that of the mark relative
to the cost of the same articles is seen to be in the
ratio of scarcely 1 to 12, and certainly not 1 to 20.

If the Vichy ratio is correct, at 20,000,000 marks a
day the German authorities are taking a 409, profit
on expenditures made exclusively in France for the
Reich’s military forces. This constitutes an extreme
exploitation of the meager French resources which
must tell adversely on the population as the winter
approaches. :

The German authorities are bending every effort
to bring all the European countries, whether invaded
or not, under a reichsmark economy. Recent advices
from Berne, Switzerland emphasize the fears of such
an outcome for Switzerland whether it is invaded or
not. There is every evidence of pressure intended to
bring Sweden also under the Berlin economic regime.
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Amsterdam advices of Sept. 17 show that trading
in Holland of every description is influenced by the
prospect of heavier taxation. An early declaration of
Dutch holdings of foreign securities is expected to be
called for by the government with the probable
acceptance of Dutch certificates for American
equities. No forced selling, however, is feared at the
moment. -

‘The Netherlands Bank reports an increase of
8,100,000 guilders in its gold reserve to a total of
1,128,400,000 guilders. The question arises as to the
origin of this gold increase. Certainly the Nether-
lands Bank is not withdrawing gold previously
deposited in London and New York and it is hardly
conceivable that any nearby nation could have sent
gold to Amsterdam in settlement of trade balance.
The most probable explanation seems to be that the
pressure of living conditions may have forced the
relinquishment of metal by many hoarders.

French francs are no longer quoted in New York
or in London. German so-called free or gold marks
are occasionally quoted here nominally around 39.94,
as against the high for 1940 of 40.20. There is an
occasional nominal quotation in New York for Ger-
man registered marks at 12.35. Italian exchange is
nominally quoted at 5.05. Exchange on Poland,
Czechoslovakia, Denmark, Norway, Holland, Bel-
gium and Rumania is not quoted. Of the two re-
maining free currencies, the Swedish krona is quoted
around 23.80, against 23.85 last week, while the
Swiss frane is nominally quoted around 22.79, against
22.78. Exchange on Finland closed at 2.05 (nominal),
against 2.05 (nominal). Greek exchange closed at
0.68 (nominal), against 0.68 (nominal). Spanish
pesetas are nominally quoted at 9.25, against 9.25.

— e

XCHANGE on the Latin American countries is
quiet and there are no important variations from
recent weeks. Internal political difficulties in
several of the South American countries seem not
to have affected exchange rates. : )

On Sept. 17 the New York Bankers Foreign Ex-
change Committee reported the receipt of advices
from the Bank of England that Uruguay has been
included in the British system of special sterling
account. The Uruguayan peso has been exceptionally
steady for some time at 36.75 cents.

Were it not for the strict exchange control, most
of the South American units would doubtless be under
severe pressure as the European markets for the
products of these countries have been extremely cur-
tailed. The United States exported more goods to
Latin America during the first nine months of the
present war than in any previous comparable period,
according to figures of the United States Department
of Commerce. The Department declares:

“The defection of Europe as a normal supplier of
509 to 55% of the important needs of Latin America
has literally forced the buyers in those countries to
turn to the United States for the equipment, raw
materials, spare parts, and accessories essential to
the continued operation of their industrial plant and
general economic activities. In doing so they have
aggravated the already vexing problem of finding
adequate dollar exchange with which to pay; so
much so that it is fast becoming a question not of
what we can sell to Latin America but what we can
buy from that region; not what they wish to buy in
the United States but what imports they can dis-
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pense with in favor of more essential requirements.”

Latin American republics bought about 189, 6f all
the merchandise exported by the United States dur-
ing the first nine months of the present war, as com-
pared with 169, for the comparable months ended
May, 1939, and 99, at the turn of the century. United
States exports to 20 Latin American republics during
the first nine months of the war were $553,172,000,
or $186,381,000 more than in the corresponding
period a year earlier. The balance of merchandise
trade, which since 1938 has been adverse to the Latin
American republics, has steadily tended to become
even more unfavorable.

Buenos Aires dispatches on Sept. 19 were to the
effect that Argentina has placed an embargo on all
future imports from the United States, although at
the same time the Argentine newspapers carried a
formal denial by Finance Minister Federico Pinedo
that the Government has taken any restrictive
measures against United States trade. The Argentine
Exchange Control Board has put an inescapable ban
into effect by suspending issuance of all import

licenses for entry of any merchandise from the
This measure was largely fore-

United States.
shadowed ' by the circumstance that the adverse
Argentine balance has long reached excessive pro-
portions. .

The British and Argentine governments are re-
ported negotiating in Buenos Aires for the purchase
of Argentine farm products by Great Britain by
means of credits to be advanced by Argentina. Pre-
sumably British investments in Argentina will be
used as collateral. Reports from Buenos Aires point
to the possible purchase by Argentina of obligations
of its own industries now held abroad. Payment
would be made out of the wealth which the country is
producing now. It is estimated that Great Britain
has about £500,000,000 invested in Argentina. Dis-
patches state that anywhere from £5,000,000 to
£40,000,000 of this sum would be involved in the

. current transaction.

Argentine unofficial or free market peso closed at
23.55@23.60, against 23.30@23.40. Brazilian milreis
closed at 5.15 against 5.15. Chilean exchange is
nominally quoted at 5.17, against 5.13. Peru is
nominally quoted at 16.00, against 16,00. The
Mexican peso is quoted at 20.25, against 20.25.

gt
XCHANGE on the Far Eastern countries con-
-tinues to show mixed trends. The Hongkong
dollar and  the Shanghai yuan fluctuate widely,
though both units are on the whole firmer than a
week ago. All the other Far Eastern currencies are
steady, especially the Japanese yen-and the Indian
rupee. The steadiness is due chiefly to the firmness
of the British peg to the United States dollar. Trad-
ing is limited.

Closing quotations for yen checks yesterday were
23.45, against 23.45 on Friday of last week. Hong-
kong closed at 22 11-16@22.69, against 22.52@225%;
Shanghai at 534@5Y4, against 534@534; Manila at
49.80; against 49.80; Singapore at 4754, against 472%;

Bombay at 30.31, against 30.31; and Calcutta at

——

30.31, against 30.31,

Gold Bullion in European Banks

HE following table indicates the amounts of gold
bullion (converted into pounds sterling 'at the
British statutory rate, 84s. 1114d. per fine ounce)
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" England...
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in the principal European banks as:of respective
dates of most recent statements, reported to us by
special cable yesterday (Friday); comparisons are
shown for the corresponding dates in the previous
four years:

Banks of— 1940 1939 1938 1937 1936

£
248,706,219
421,534,095
2,223,900

£

328,031,623
293,710,642
2,494,800
87,323,000
25,232,000
105,490,000
102,353,000
82,426,000
25,969,000
6,500,000 6,549,000
6,667,000 6,666,000 6,602,000

699,633,361| 762,914,075/1,083,495,181/1,066,181,065/1,058,949,214
699,601,308/ 762,635,648'1,082,200,945'1,066,710,396'1,063,089,230

Note—The war in Europe has made it impossible to obtain up-to-date reports
from many of the countries shown In this tabulation. Even before the present
war, regular reports were not obtainable from Spain and Italy, figures for which
are as of April 30, 1938, and Mar. 20, 1940. respectively. The last report from
¥France was recelved June 7; Switzerland, June 14; Belglum, May. 24; Nether-
lands, May 17° Sweden, May 24; Denmark, March 29; Norway, March 1: Ger-
many, Sept. 13.

* Pursuant to the Currency and Bank Notes Act, 1939, the Bank of England
statements for Maren 1, 1939, and since have carried the gold holdings of the
Bank at the market value current as of the date, 1 d of the 4
price which was formerly the basis of value. On the market price basis (168s.
per, fine ounce) the Bauk reported holdings of £1,135,783, equivalent, however,
to only about £574,365 at the statutory rate (84s. 1134d. per fine ounce), accord-
ing to our calculations. In order to make the current figure comparable with
former perfods as well as with the figures for other countries in the tabulation,
we show English holdings in the above in statutory pounds.

x Gold holdings of the Bank of Germany as reported in 1939 and 1940 Include
“deposits held abroad” and *reserves in foreign currencies.”

y The Bank of France gold holdings have been revalued several times in recent
years; on basis of latest valuation (23.34 mg. gold 0.9 fine equals one franc), insti-
tuted March 7, 1940, there are per British statutory pound about 349 francs:
prior to March 7, 1940, there were about 296 francs per pound, and as recently
as Beptember, 1936, as few as 125 francs were equivalent to the statutory pound.
For detalls of changes, see footnote to this table in issue ot July 20, 1940.

£
327,923,372
293,728,209

£
*367,191
328,601,484
3,851,400
63,667,000
23,400,000
94,083,000
103,777,000
96,779,000
35,222,000

£
*574,365
242,451,946
3,871,050
63,667,000
16,602,000
97,714,000,
132,857,000
86,730,000
41,994,000
6,505,000

¥rance y...

y
Netherlands
Nat, Belg..
Switzerland,
Sweden.....
Denmark .. .
Norway ...

Total week.
Prev. week.

Our New Outlying Bases

‘When Mr. Churchill announced on Aug. 20 to the
Jritish Parliament that he was offering “spontane-
ously and without being asked or offered any induce-
ment” to lease for 99 years “suitable sites in the
British transatlantic possessions” for the “greater
security” of the United States “against the unmeas-
ured dangers of the future,” he frankly ascribed the
decision to the conclusion reached by his Govern-
ment that the arrangement was required not only
by the interests of the United States but also by
those of the British Empire. He added that the
“principle of association of interests for common
purposes between Great Britain and the United
States had developed even before the war in the
various agreements reached about certain small
islands in the Pacific Ocean which have become im-
portant as air-fueling points.” He then expressed
the conviction that his country’s interests no less
than those of the United States “and the interests
of the colonies themselves and of Canada and New-
foundland will be served thereby,” closing his speech
with the following peroration:

Undoubtedly this process means that these two great
organizations of the English-speaking democracies, the Brit-
ish Empire and the United States, will have to be somewhat
mixed up together in some of their affairs for mutual and
general advantages. For my own part, looking out upon the
future, I do not view the process with any misgivings. No
cne can stop it. Like the Mississippi, it just keeps rolling
along. Let it roll.. Let it roll on in full flood, inexorable,
irresistible, to broader lands and better days.

This oratorical emphasis on the community of
interests of our two countries is especially signifi-
cant when the nature of the proposed 99-year lease

‘of naval and air bases is considered. Such arrange-

ments have normally been imposed on the lessor at
ihe point of the gun. At any rate, the lessor has
always been a much weaker or smaller nation than
the lessee. While not in itself so incompatible with
the possession of full sovereign rights as, without
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more, to degrade the lessor from the ranks of fully
independent sovereign States, such an arrangement,
especially when, as in this case, the leased areas are
to be used for naval or military purposes, has been
regarded by world opinion as accomplishing a some-
what similar result.

Moreover, apart from all questions of prestige, the
fact is that a nation acquiring a naval ‘or air base
does so to protect and develop its own interests and
rot the interests of the.lessor. It requires, there-
{ore, little imagination to foresee situations in which
the lessor would have to accept the involvement of
its own territory in plans, or even wars, with which
it might have no direct concern and did not approve.
For the lessee would not undertake to submit its
plans, whether in its own view aggressive or de-
fensive, to the control of the lessor. To some extent
it is true that this idea cuts both ways, but a base
can be abandoned temporarily more readily than
sovereign territory.

For these reasons Latin Americans have always
placed our naval station lease at Guantanamo Bay
among the factors which have led them to the con-
clusion that Cuba has been a United States protec-
torate. Our own unfavorable reaction to the Soviet
demand for a 30 years’ lease of the Finnish port of
Hango, which was regarded as the most exacting
of the eight conditions Russia sought to impose last
fall as consideration for giving up her proposed war,
will not have been forgotten.

These underlying considerations, as well as Mr.
Churchill’s above-quoted remarks, have naturally led
to wide speculation as to whether he had not had
some assurance or commitment on our behalf not
only of a community of aim and interests but of a
continued and progressively closer community of
action, in the nature of an alliance between our two
nations. We all know that since the end of the
war of 1812 the United States and Great Britain
have found their interests in this hemisphere mu-
tually compatible, and have no present reason to
believe that the future will disclose conflicts be-
tween them. Also, the great majority of us dislike
and distrust what we believe to be the objectives of
the present foe of the British Empire.

Yet many of us cannot but doubt that two such
diverse entities as the United States and the British
Empire can indefinitely continue to have similar,
or even parallel, interests. however limited geo-
graphically. To those holding that view it must
geem that, unless the British Empire is on the verge
of dissolution, Mr. Churchill must have received
further guarantees or considerations than have been
disclosed for agreeing to the establishment of
regimes which will to a large extent place the des-
tinies of the British possessions concerned outside
the control of the British Empire for at least three
generations.

Both protagonists have, however, without being
very specific about it, indicated that we have been
told the essentials about those transactions. Cer-
tainly anything relating to the consideration, the
limitation of use by the lessee or to guarantees of
any kind that its conduct will be in harmony with
the interests of the lessor and its unceded territory,
would be essentials.

Mr. Churchill in his House of Commons speech of
Sept. 5 warned against reading into the official
notes which have passed “more than the documents
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bear on their faces,” adding that the ‘“exchanges
which have taken place are simply measures of
mutual assistance rendered to one another by two
friendly nations in a spirit of confidence, sympathy
and goodwill.” This confirms the expressions con-
tained in Lord Lothian’s note of Sept. 2 submitting
the proposition. The grant of the Newfoundland
and Bermuda leases is said in the note to be made
“in view of the friendly and sympathetic interest of
His Majesty’s Government in the United Kingdom
in the national security of the United States and
their desire to cooperate effectively with the other
nations of the Americas in'the defense of the West-
ern Hemlsphere . . . freely and without considera-
tion.” The grant of the other leases “in exchange
for naval and military equipment and material” is
stated to be made “in view of the above and in view
of the desire of the United States to acquire ad-
ditional air and naval bases in the Caribbean and
in British Guiana and without endeavoring to place
a monetary or commercial value upon the many
tangible and intangible rights and properties in-
volved.”

Secretary Hull’s note acceptmw the proposals ex-
presses the appreciation of his Government for “the
declaration and generous action of His Majesty’s
Government as contained in your communication
which are destined to enhance the national security
of the United States and greatly to stréngthen its
ability to cooperate effectively with the other na-
tions of the Americas in the defense of the Western
Hemisphere.” '

It is to be noted that the Lothian note -premises
these grants on the “sympathetic interest of His
Majesty’s Government” and not on the “interests”
of the British Empire or any part thereof which
My, Churchill had alluded to, among other things,
in his speech first above mentioned. There is
nothing in either Lord Lothian’s note or Mr. Hull’s
reply which definitely excludes any other considera-
tion than the transfer of the 50 destroyers referred
1o by the latter. Nevertheless, in view of the empha-
sis on sympathy and generosity in both communica-
tions, the natural implication is that no additional
consideration, or counter commitment of any kind
on our part equivalent thereto, exists.

This implication arises more definitely in the
short message of Sept. 3 by which President Roose-
yelt transmitted to Congress the two notes. It is
%rue that he outlined the terms of the transaction
in only two short sentences: “The right to bases
in Newfoundland and Bermuda are gifts—gener-
ously given and gladly received. The other bases
mentioned have been acquired in exchange for 50 of
our over-age destroyers.”” Nevertheless, in view of
the fact that they are contained in a message to
Congress, it is obvious that the latter is invited to
assume that these two sentences, together with the
two notes, embody the full essentxals of the ar-
rangements.

Attorney General Jackson’s opinion regarding the
President’s “authority to consummate this arrange-
ment” is much more definite on the point of con-
gideration.  In his review of the “essential charac-
teristies” of the transaction he states that upon the
transfer of the ships, “mosquito” boats and material
(at the time the opinion was ertten, Aug. 27, other
tangibles than the destroyers ‘had been con51dered
as part of the proposed consideration) :
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all obligation of the United States is discharged. The
acquisition consists only of rights, which the United States
nay exercise or not as its own option, and if exercised may
abandon without consent. The privilege of maintaining
such bases is subject only to limitations necessary to recon-
cile United States use with the sovereignty retained by
Great Britain. Our Government assumes no responsibility
for civil administration of any territory. It makes no prom-
ises to erect structures, or maintain forces at any point,
It undertakes no defense of the possessions of any country.
In short, it acquires optional bases which may be developed
as Congress appropriates funds therefor, but the United
States does not assume any continuing or future obligation,
commitment or alliance.

Later in the opinion the Attorney General says
that the

acquisitions which you are proposing to accept are without -

express or implied promises on the part of the United States
to be perfcrmed in the future. . .. The consideration is
completed upon transfer of the specified items. . . . It is
not necessary for the Senate to ratify an opportunity that
entails no obligation, . . . The transaction now proposed
represents only an exchange with no statutory require-
ment for the embodiment thereof in-any treaty and involv-
ing no promises or undertakings by the United States that
might raise the question of the propriety of incorporation
in a treaty.

These expressions with regard to the considera-
tion are certainly explicit. It is to be noted, how-
ever, that they are not made by the President or
Mr. Hull, reporting as to the consummated transac-
tion, but by the Attorney General in advance of the
actual closing of the agreement. We would have to
know just what he had before him, and whether that
corresponded with what was later done, in order to
be certain that his sweeping statements as to the
absence of all commitments other than those speci-
fied apply to the actualities.

Moreover, the opinion is somewhat bewildering.
The first of its three parts is designed to support
the legality of this acquisition made by executive
agreement instead of by treaty subject to ratifica-
tion by the Senate. It appears to cite as a precedent
for this procedure the Louisiana Purchase, which it
says was acquired “by President Jefferson from a

~ belligerent during a European war, the Congress

later appropriating the consideration and the Sen-
ate later ratifying a treaty embodying the agree-
ment.” This does not correspond with the facts as
generally understood, or recorded by history. James
Monroe was sent as Minister Extraordinary to assist
Chancellor Livingston, then our representative in
Paris, to effect the purchase of a much smaller terri-,
tory. Jetfferson was not at all confident that a deal
could be made. After a period of fruitless discus-
sion our representatives suddenly found Napoleon
willing to sell the whole of French Louisiana or
nothing. Though they had not been authorized to
purchase the entire province, they closed without
risking the long delay which would have been then
necessary to secure complete authorization from
home.

They accordingly signed a treaty early in May,
1803, which was antedated to April 30, 1803. The
treaty which ceded the province was expressly made
subject to being “ratified in good and due form,”
with ratifications to be exchanged in the space of
six months after its date. This was accomplished
by the Senate advising ratification on Oect. 20, 1803,
by the President ratifying on Oct. 21, 1803, and by
the exchange of ratifications on the same day.
Thus while negotiated without full executive author-
ization in advance, the cession was made by treaty

jgitized for FRASER
:/lfraser.stlouisfed.org/

The Commercial & Financial Chronicle

Sept. 21, 1940

ratified in the customary manner. Therefore, no
precedent can be found in .this transaction for
action by executive agreement.

Moreover, the acquisition was not made “from a
belligerent during a European war,” as stated in
the opinion. So far from that being the case the
sale of Louisiana figured cumulatively among the
reasons why England declared war against Napo-
leon on May 18, 1803. :

The only precedent cited which is in any way rele-
vant appears to be the acquisition by executive
agreement of a lighthouse location for Buffalo Har-
bor in 1850. All the other cases mentioned concern
situations where Congress had previously, in various
ways, specifically or by group definition, authorized
the action taken. The procedure employed in
acquiring a lighthouse site seems a very weak prece-
dent for so momentous an acquisition as these naval
and air bases. That the Attorney General should
consider that statutes authorizing the purchase of
sites for diplomatic establishments, and also the

statute under which the trade agreements with for-

eign countries have been negotiated, constitute statu-
tory authority to the Executive to enter into the
agreement with which we are concerned, must amaze
Congress and discourage it from granting in the
future power to make executive agreements, how-
ever specifically limited the statutory authorization
may be.

The second part of the opinion relating to the
authority of the President under our laws to alien-
ate the title to ships and obsolescent materials we
will not discuss, since the proper naval officers have
given the necessary certificate in the form outlined
by Mr. Jackson.

The third part of the opinion is perhaps the most
bewildering of all. It poses the question whether
the Statutes of the United States limit the right
to deliver the mosquito boats and destroyers by rea-
son of the belligerent status of Great Britain, and
replies “yes” as to the mosquito boats and “no” as
to the destroyers. Without dwelling for the moment
on the irrelevancy of this question to the matter
in hand, the strange feature of this reply is that it
is based on a section of the United States Criminal
Code. Omitting details, it seems sufficient to point
out that the section in question was adopted by this
country to prohibit, with heavy penalties, its
nationals from performing certain acts which might
involve the United States in a breach of inter-
national law. The point is that a neutral nation,
while not bound to prevent its nationals from sell-
ing armed vessels to belligerents, is bound, under
universally accepted principles of international law,
to prevent them from “building, fitting out, or arm-
ing,” to the order of a belligerent, vessels intended
to be used as men-of-war. Accordingly, many
nations have adopted similar statutes prohibiting
their nationals from building or fitting out war-
ships for belligerents, though not penalizing the out-
right sale to the latter of armed vessels or equip:
ments already in existence.

It may be said that as a matter of public policy
a nation should not do what it holds it a crime if
done by its citizens. That, however, is not Mr.
Jackson’s point, except possibly as to the mosquito
boats which were still in the process of being built.
His point is, in effect, that because the sale of the
second-hand destroyers to Great Britain would not
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be criminal if done by United States citizens, it is
legal if done by the Nation itself. We may agree
that there is no bar in our domestic penal statutes;
but this part of the discussion is wholly irrelevant
to the transaction concerned. For, normally,
though it can so provide if it wishes, a nation is
not bound by its own penal laws in its relations
with other nations. Its responsibility in that field
is to principles of the law of nations and to the
provisions of treaties. '

Mr. Jackson is silent on that point. To many of
us the sale and delivery of the 50 destroyers to
Great Britain appears in the light of a clear viola-
tion of the fundamental rule of international law,
that a neutral State must abstain from supplying
to a belligerent assistance for the prosecution of the
war. Our country also was a party, with Germany,
to the thirteenth Hague Convention of 1907, Ar-
ticle 6 of which reads:

ARTICLE 6. 'The supply, in any manner, directly or indi-
rectly, by a neutral Power to a belligerent Power, of war-

ships, ammunition or war material of any kind whatever,
is forbidden. 4

It must, moreover, not be overlooked that prin-
ciples of international law and the provisions of
ireaties are part of the highest law of this land.

It is for these reasons that we characterize as
bewildering that Mr. Jackson should base his view
that there was no legal obstacle to the transfer of
the destroyers on the fact that there is no applicable
prohibition in our own domestic penal law while
wholly | ignoring the relevant treaty and inter-

nationa‘ll law interdicts.

The implication of some of Mr. Churchill’s re-

marks in his House of Commons speech of Aug. 20,
above quoted, the grave and unprecedented nature
of the concessions made from the point of view of
the great sovereign Power granting them, the appar-
ent inadequacy of the consideration specified, the
not wholly convineing motive of urbane generosity
attributed to the grantor by the participants, the
scanty explanations of the President and Mr. Hull,
and, above all, the connotations of secrecy, suggest-
ing something less than a full disclosure, derived
from the fact that the transaction was consummated
by executive agreement, though there was ample
time to employ the customary treaty processes, not
to mention Mr. Jackson’s titillating and puzzling
opinion, all appear to point to the advisability of
our Executive giving us in convincing form a full
disclosure as to all the important aspects of this
transaction.

It is indeed possible to conceive of very sound
reasons why the British Empire should in its own
interests be willing to make very great sacrifices
for the defenses of its most promising unit—Can-
ada—and for the protection of the Panama Canal
in hands long likely to be friendly, without demand-
ing further return. But in the existing atmosphere
of secrecy a people with any degree of acumen is
bound to wonder whether or not any undisclosed
commitments were entered into. The short™ presi-
dential statement largely confined to extolling the
value of the acquired rights only encourages this
process of hypercriticism. A full and persuasively
complete presidential explanation would do much
to correct this situation. It is to be hoped that Con-
gress will find a way to do something to obtain
such a disclosure if it is not volunteered. After all,
we are not at war.
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Myr. Willkie at Coffeyville

With the unerring skill of a supremely gifted
surgeon, the Republican candidate, opening his
campaign at Coffeyville, Kansas, exposed the
nucleus of the cancerous political growth which,
at this moment, has impaired and threatens to
destroy the life of freedom in the United States.
Without a word of exaggeration or of excessive
emphasis, imputing no sinister or narrowly un-
patriotic motives, indulging in 1o - personal
vituperation or uncharitable characterization, Mr.
Willkie’s calm delineation, couched in words of
Shakesperian clarity and phrases as unpretentious
and convincing as those of Abraham Lincoln, ought
to find lodgement and approval in the minds of all
thoughtful citizens. America is approaching the
close of the eleventh year of a depression which
has been rendered doubly severe and unneccessarily
prolonged by mistaken leadership that has chosen
the ways of artifice and maneuver in preference
to the plain paths of frugality and sacrifice along
which, throughout all economic history, humanity
Las sought and found recovery from such tem-
porary conditions, with realization of the vast re-
wards of prosperity renewed and magnified.

But it is not in resort to measure of supposed
expediency, which at best could have proven merely
temporary and time-serving, that the basic and
fundamental error is to be found. The profound
truth which Mr. Willkie reveals in such admirable
and direct illumination is that, since the fourth of
March, 1933, political domination in this country
has been subjected to the leadership of a man and
of a small group, whom he has selected as his closest
associates and advisers, without faith in the Ameri-
can doctrines of equality and freedom with their
essential and indispensible . concomitant of full
participation in the deliberations and decisions of
a representative and democratic government. Re-
jecting the simple faith which might be described '
as the constant theme song exemplified in Ameri- -
can progress from the days of Samuel Adams, Ben-
jamin Franklin, George Washington, and Thomas
Jefferson, whatever may bave been their differ-
ences concerning details of legislation and ad-
ministration, through those of Andrew Jackson,
Abraham Lincoln, and Woodrow Wilson, even until
the exact day of the accession of Franklin Roose-
velt, they have improvised or rather they imported
and adapted strange and exotic doctrines devised in
regions in which true liberty has never existed. Hav-
ing lost confidence in the homely virtues of honesty,
industry, frugality and independence, practice of
which by the vast majority of the American people
was the steady accompaniment of their growth dur-
ing more than a century and a half, President Roose-
velt and those around him upon whom he leans for
counsel and instruction reject, in inevitable se-
quence, reliance upon the judgment of an enlight-
ened public duly and fully informed through the
candor of their leadership concerning the conditions
and implications of the problems which the popular
will should be invoked to determine. Not trusting
the people, and despairing of correct judgments and
salutary decisions from that source of power, they
decline to acquaint the masses with the problems
with which their Government is confronted from
day to day. On the contrary, they resort to conceal-
ment of facts and purposes, to subterfuge and
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evasion, when knowledge ‘and open councils are
sought by a self-reliant public. They attempt to fore-

stall the constitutional and normal processes of.

determination and by tricks and cajolery to induce
advance commitments to policies and measures
which, upon full information and genuine com-
prehension might, in a few instances, receive the
general sanction but, more commonly, would be dis-
approved. Democracy has never before been so

challenged by any considerable or potentially in-

fluential group in the United States.

Not merely foreign complications and dangers
stem from this distrust of the democratic basis of
Government and the natural corollary of such dis-
trust, namely, that for and to the people must Gov-
ernment do all those paternalistic, often strangely
grandmotherly, things which they do not choose to
do for themselves, or are incapable of doing or of
even wishing to attempt. For example, “security” is
a noble and alluring word.. When applied to human
life and comfort it contains implications immensely
satisfying to many millions to whom the future
seems uncertain. But it may be used to mask the
steps of a popular delusion as certain to end in an
abyss of disappointment and injury as though the
false pretenses upon which it rests were callously
intended from the beginning. A strange similacrum
" of security, offensive and insufficient in the eyes of
gelf-reliance, readily becomes a fetish in the minds
of rulers endowed with ephemeral power to direct
the processes of Government and seeking to attract
by appeals to their supposed self-interest, the shal-
lowest and most ignoble of the populace.

The security of steady employment, with economic
independence and opportunity for unlimited ad-
vancement under the conditions of free industry, in
which the warrantable ambition of no man is
restricted by anything except his own capacity, that
is to say, the normal'and historic security of Ameri-
can citizenship, in an America at peace with the
entire world and determined so to remain, is not
offered. In its place men, and women, are told that
they may have beggarly doles, pensions barely suf-
ficient to sustain a mean and meager existence,
made-work upon a few days limited so as to keep
down total earnings and interrupted regularly by
idleness, charity and gratuities, in lieu of adequate
compensation for well-directed and productive toil.
Very few Americans.are so mean-spirited as to re-
main satisfied with such an outlook, for themselves
or for their compatriots, when it is fully explained
and comprehended. Yet upon this theory billions of
dollars have been borrowed or collected from tax-
payers and expended, and men highly placed in the
present Administration have argued that, in its
entirety, the system of taking from the self-sustain-
ing and distributing among those who produce less
than they consume will have to be continued as a
permanent factor in the new polity discovered and
imposed by the New Deal. It is the same in matters
of indnstry. The public with which the politicians
now in office decline to share the responsibilities of
political decision, they likewise regard as incapable
of planning, developing, and ‘managing their own
facilities of production.

In agriculture, it is their contention, that there
must be superimposed control from Washington, di-
rected by an immense bureaucracy in accordance
with doctrines and devices too abstruse to be com-
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prehended by the plain dirt-farmers who must be
regimented in obedience, and all this must be sup-
plemented by an elaborate and ever-fluctuating sys-
tem of bonuses and rewards, with extensive pur-
chases and tradings in the marginal products that
otherwise would operate promptly, as in all cases
they probably must operate eventually, to adjust
supply to effective demand through an equilibrium
of prices.

Manifestations of the fundamental absence of con-
fidence in the people in other realms of industry as-
sume different ‘and protean forms, but everywhere
the general consequences are the same. The func-
tions of Government have become dangeruosly multi-
plied and expanded; the Federal bureaucracy has
enormously grown, from 563487 when Franklin
Roosevelt took office to 1,023,341 on the last day of
last July; the aggregate of the annual cost of the
central government has gotten wholly out of hand
and uninterrupted deficits accumulated in publie
debt, with taxation unnecessarily burdensome and
an unsound fiscal situation, enormously enhance the
difficulties of huge defensive preparations, the neces-
sity for which, real or imagined, has. suddenly
emerged. The distrust of the democratic process
which has characterized the whole period of Mr.
Roosevelt’s tenure of office enters even into these
exigent preparations, and continues as an impair-
ment of efficiency and an impediment to early
achievement of intended results. The unquestioned
and amazing genius of American leadership in all
the fields of industry is at the command of the
Nation and ready to be utilized to the full. Only a

very few of its representatives are allowed to enlist

for such public service and their assistance is per-
mitted in a limited extent only and subject to con-
ditions that seriously restrict their capacity to per-
form well and speedily their tasks. Bureaucrats,
wholly without industrial or business experience,
and, what may be worse, without sympathy or com-
prehension, are too largely entrusted with powers
of direction and of ultimate decision; and over the
desk of a President who complains that the pressure
of routine duty is so great as to preclude his partici-
pation in the presentation to the public of issues
demanding early decisions that are certain to have
lasting consequences- of the greatest importance,
must pass the whole complicated mass of these
labors of designing, contracting, and procuring.

Mr. Willkie has done well to inaugurate his cam-
paign by directing attention, in his inimitable and
forceful way, to these dangerous conditions and to
the underlying fallacy from which they have been
derived. It is with no exaggeration that he repre-
sents that throughout all history, in the remote past
as well as in the Europe now blazing in the flames
of war, democracy has perished in the wake of such
conditions and out of them despotic dictatorships
have come. Ie is right, as well, in representing the
campaign now in progress as the last opportunity
for the electorate of the United States to decide
the one paramount question whether democracy is
here to survive or is to be superseded by some form
of totalitarian autocracy. Against that abhorrent
alternative, Mr. Willkie truly leads a crusade and at
Coffeyville he appeared as an inspired and worthy
crusader. That he may so continue, and his appeal
be recognized and sustained by the voters is a con-
summation devoutly to be wished.
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By President Roosevelt—Official Title

of 1940

“The Selective Training and Service Act of 1940 became
a law on Sept. 16, when President Roosevelt signed it at
3.08 p.m. Eastern Standard Time. This, the first peace-
time conscription bill in the Nation’s history, received final
Congressional approval, on Sept. 14, and details of the
proceedings by Congress on the legislation are given 1n
another item in this issue. As indicated therein, the President
after signing the bill issued a proclamation designating Oct.
16 as the day on which men between the ages of 21 and 36
must register. The proclamation and a statement issued by
the President bearing on the procedure incident to registra-
tion will be found in the item referred to. The text of the
newly enactea measure follows. ad

[SEVENTY-SIXTH CONGRESS—THIRD SESSION]
s [S. 4164]
AN ACT
To provide for the commcn defense by . increasing the personnel of the
armed forces of the United States and providing for its training.

Be it enacted by the Senate and House of Representatwes of the United
States of America in Congress assembled,

That (a) the Congress hereby declares that it is imperative to increase
and train .the personnel of the armed forces of the United States. :

(b) The Congress further deciaves that in a free society the obligations
und privileges of military training and service should be shared generally
in accordance with a fair and just system of selective compulsory military
training and service. .

(¢) The Cengress further declarcs, in accordance with our traditional
military policy as -expressed in the National Defense Act of 1916, as
amended, that it is essential that the strength and organization of the
National Guard, as an integral part of the first-line defenses of this
Mation, be at all times maintained and assured. To this end, it is the
intent of the Congress that whenever the Congress shall determine that
troops are needed for the national security i excess of those of the
regular army and those in active training and service under Section 3 (B),
the National Guard of the United States, or such part thereof as may be
necessary, shall be ordered to active Federal service and continued therein
s0 long as such necessity exists.

SEC. 2. Except as otherwise provided in this Act, it shall be the duty
of every male citizen of the United States, and of every male alien resid-
ing in the United States, who, on the day or days fixed for the first or
ary subsequent registration, is between the ages of 21 and 36, to present
himself for and submit to registration at such time or times and place or
places, and in such manner and in such age group or groups, as shall be
determined by rules and regulations prescribed hereunder.

SEc. 3. (a) Except as otherwise provided in this Act, every male
citizen of the United States, and every male alien residing in the United
States who has declared his intention to become such a citizen, between
the ages of 21 and 36 ut the time fixed for his registration, shall be liable
for training and service in the land or naval forces of the United States.
The President is authorized from time to time, whether or not a state of
war exists, 1o select and induct into the land and naval forces of the
United States for training and service, in the manner provided in this
Act, such number of men as in his judgment is required for such forces
in the national interest: Provided, That within the limits of the quota
determined under Section 4 (b) for the subdivision in which he resides,
any person, regardless of race cr color, between the ages of 18 and 386,
shall be gfforded an opportunity to volunteer for induction into the land
or naval forces of the United States for the training and service prescribed
in Subsection (b), but no person who so volunteers shall be inducted for
such training and service so long as he is deferred after classification :
Provided further, That no man shall be inducted for training and service
urder this Act unless and until he is acceptable to the land or naval
forces for such training and eervice and his physical and mental fitness
for such training and service has been satisfactorily determined: Provided
further, That no men shall be inducted for such training and gervice until
adequate provision sball have been made for such shelter, sanitary facilities,
water supplies, heating and lighting arrangements, medical care and hos-
pital accommodations, for such men, as may be determined by the Secre-
tary of War or the Secretary of the Navy, as the case may be, to be
essential to public and personal health: Provided jurther, That except in
time of war there shall not be in active training or service in the land
forces of the United States at any one time under Subsection (b) more
than 900,000 man and inducted under the provisions of this Act. The
men inducted. into the land' or naval forces for training and: service under
tliis Act shail be assigned to camps or units of such forces. ¢

(b) Each man inducted under the provisions of Subsection (a) shall
serve for a training and service period of 12 consecutive months, unless
sconer discharged, except that whenever the Congress has declared that the
national interest is imperiled, such 12-month period may be extended by the
President to such time as may be necessary in the interests of national
defense.

(¢) Each such man, after the completion of his period of training and
scrvice under Subsection (b), shall be iransferred to a reserve component
of the land or naval forces of the United States; and until he attaing the
age of 45, or until the expiration of a period of 10 years after such transfer.
or until he is discharged from such reserve component, whichever occurs
first, he shall be deemed to be a member of such reserve component and shall
Dbe subject to such additional training and service as may now or hereafter
be prescribed by law: Provided, That any man who completes at least 12
months’ training and service in the land forces under Subsection (b), and
who thereafter serves satisfactorily in the regular army or in the active
Vstional Guard for a period of at least two years, shall, in time of peace,
be relieved from any liability to serve in any reserve component of the
land or naval forces of the United States and from further liability for the
training and service under Subsection (b), but nothing in’ this subsection
glall be construed to prevent any guch man, while in a reserve component
of such forces, from being ordered or called to active duty in such forces.

(d) With respect to the men inducted for training and service under
this Act there shall be paid, allowed and extended the same pay, allow-
ances, pensions, disability and death compensation and other benefits as
are provided by law in the case of other enlisted men of like grades and
length of service of that component of the land or naval forces to: which
they are assigned, and after transfer to a reserve component of the land
or naval forces as provided in Subsection (¢) there shall be paid, allowed
and extended with respect to them the same benefits as are provided by
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law in like cases with respect to other members of such reserve component.
Men in such training and service and men who have been so transferred
to reserve components shall have an opportunity to qualify for promotion.

(e) Persons inducted into the land forces of the United States under
this Act shall not be employed beyond the limits of the Western Hemi-
sphere except in the territories and possessions of the United States,
including the Philippine Islands.

(f) Nothing contained in this or any other Act shall be construed as
forbidding the payment of compensation by any person, firm or corporation
to persons inducted into the land or naval forces of the United States
for training and service under this Act, or to members of the reserve
components of such forces now or hereafter on any type of active duty,
who, prior to their induction or commencement of active duty, were
receiving compensation from such person, firm or corporation.

SEC. 4. (a) The selection of men for training and service under Seec-
tion 3 (other than those who are voluntarily inducted pursuant to this
Act) shall be made in an impartial manner, under such rules and regula-
tions as the President may prescribe, from the men who are liable for such
training and service and who at the time of selection are registered and
classified but not deferred or excmpted: Provided, That in the selection
and training of men under this Act, and in the interpretation and execu-
tion of the provisions of this Act, there shall be no discrimination against
any person on account of race or color.

(b) Quotas of men to be inducted for training and service under this
Act shall be determined for each State, territory and the District of
Columbia, and for subdivisions thereof, on the basis of the actual number
of men in the several States, territories and the District of Columbia,
and the subdivisions thereof, who are liable for such training and service
but who are not deferred after classification, except that credits shall
be given in fixing such quotas for residents of ‘such subdivisions who are
in the land and naval forces of the United States on the date fixed for
Getermining such quotas. After such quotas are fixed, credits shall be
given in filling such quotas for residents of such subdivisions who subse-
quently become members of such forces. Until the actual numbers neces-
sary tor determining the quotas are known, the quotas may be based on
estimates, and subsequent adjustments therein shall be made when such
actual numbers are known. All computations under this subsection shall
be made in accordance with such rules and regulations as the President
may prescribe. :

SEC. 5. (a) Commissioned officers, warrant officers, pay clerks, and
enlisted men of the Regular Army, the Navy, the Marine Corps, the Coast
Guard, the Coast and Geodetic Survey, the Public Health Service, the
federally recognized active Nationa: Guard, the Officers’ Reserve Corps,
the Regular Army Reserve, the enlisted Reserve Corps, the Naval Reserve
and the Marine Ccrps Reserve; cadets, United States Military Academy ;
midshipmen, United States Naval Academy; cadets, United States Coast
Guard Academy men who have been accepted for admittance (commencing
with the academic year next succecding such acceptance) to the United
States Military Academy as cadets, to the United States Naval “Academy
as midshipmen, vr to the United States Coast Guard Academy as cadets,
but only during the continuance of such acceptance; cadets of the advanced
course, senior division, Rescrve Officers’ Training Corps or Naval Reserve
Officers’ Training Corps; and diplomatic representatives, technical attaches
of foreign embassies and legations, consuls general, consuls, vice-consuls
and consular agents of foreign countries, residing in the United States,
‘who are not citizens of the United States, and who have not declared their
intention to hecome citizens of the United States, shall not be required to be
registered under Section 2 and shall be relieved from liability for training
and service under Section 3 (b).

(b) In time of peace, the following persons shall be relieved from
liability to serve in any reserve component of the land or naval forces of
the United States and from liability for training and service under Sec-
tion 3 (b).

(1) ‘Any man ‘who shall have satisfactorily served for at least three con-
gecutive years in the Regular Army before or after or partially before
and partially after the time fixed for registration under Section 2. ’

(2) Any man who as a member of the active National Guard shall have
satisfactorily served for at least one year in active Federal service in the
Army of the United States, and subsequent thereto for at least two consecu-
tive years in the Regular Army or in the active National Guard, before
or after or partially before and partially after the time fixed for registration’
under Section- 2.

(3) Any man who is in the active National Guard at the time fixed
for registration under Section 2, and who shall have satisfactorily served
therein - for at least six consecutive years, before or after or partially
before and partially after the time fixed for such registration.

(4) Any man who is in the Officers’ Reserve Corps on the eligible list
at the time fixed for registration under Section 2, and who ghall have
satisfactorily served there¢in on the eligible list for at least six consecutive
years, before or after or partially before and partially after the time fixed
for such registration: Prorided, That nothing in this subsection shall be
construed to prevent the persons enumerated in this subsection, while in
reserve components of the land or naval forces of the United States,
from being ordercd or called to active duty in such forces.

(¢) (1) The Vice-President of the United States, the Governors of the
several States and territories, members of the legislative bodies of the
United States and of the several Slates and territories, judges of the courts
of record of the United States and of the scveral States and territories
and the District of Columbia, shall, while holding such offices, be deferred
from training and service under this Act in the land and naval forces of
the United States. (2) The President is authorized, under such rules and
resulations as he may prescribe, to provide for the deferment from training
ond service vnder this Act in the land and naval forces of the United
States, of any person holding an office (other than an office described in
paragraph (1) of this subsection) under the United States or any State,
territory, or the District of Columbia, whose continued service in such
office i8 found in accordance with Section 10 (a) (2) to be necessary to
the maintenance of the public health, safety, or interest.

(d) Regular or duly ordained ministers of religion and 'students who
are preparing for the ministry in theological or divinity schools recognized
as such for more than one year prior to the date of enactment of this
Act, shall be exempt from training and service (but not from registration)
under this Act. ’

(e) The President is authorized, under such rules and regulations as he
may prescribe, to provide for the deferment from training and service
under this Act in the land and naval forces of the United States of those
men whose employment in industry, agriculture, or other occupations or
employment, or whose activity in other endeavors, is found in-accordance
with Section 10 (a) (2) to be necessary to the maintenance of the
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national health, safety, or interest. The President is' also authorized,
under such rules and regulations as he may prescribe, to provide for the
deferment from training and service under this Act in the land and naval
forces of the United States (1) of those men in a status with respect to
pertons dependent upon them for support which renders their deferment
advisable, and (2) of those men found to be physically, mentally, or
morally deficient or defective, No deferment from such training and
scrvice shall be made in the case of any individual except upon the basis
of the status of such individual, and no such deferment shall be made of
individuals by occupational groups or of groups of individuals in any
plant or institution.

(f) Any person who, during the ycar 1940, entered upon attendance for
the academic year 1940-1941—

(1) At any college cr university which grants a degree in arts or
science, to pursue a course of instruction satisiactory completion of which
is prescribed by such coliege or university as a prerequisite to either of
such degrees; or

(2) At any university described in paragraph (1), to pursue a course
of instruction to the pursuit of which a degree in arts or science is pre-
scribed by such univereity as a prerequiste; and who, while pursuing
such course of instruction at such collegé or university, is selected for
training and service under this Act prior to the end of such academic
vear, or prior to July 1, 1941, whichever occurs first, shall, upon his
request, he deferred from induction into the Jand or naval forces for such
training and service until the end of such academic year, but in no event
later than July 1, 1941.

(g) Nothing contained in this Act shall be. construed to require any
person to be subject to combatant training and service in the land or
naval forces of the United States who, by reason of religious training and
belief, is conscientiously opposed to participation in war in any form.
Any such person claiming such exemption from combatant training and
scrvice because of such conscientious objections whose claim is sustained
by the local board shall, if he is inducted into the land or naval forces
under this Act, be assigned to non-combatant service as defined by the Presi-
dent, or shall, if he is found to be conscientiously opposed to participation
in such non-combatant service, in lieu of such induction, be assigned to
work of national jmporiance under civilian direction. Any such  person
claiming such exemption from combatant training and service because of
such conscientious objections shall, if such claim is not sustained by the
local hoard, be entitled to an appeal to the appropriate appeal board
provided for in Secticn 10 (a) (2). Upon the filing of such appeal with
the appeal board, the appeal board shall forthwith refer the matter to the
Department of Justice for inquiry and hearing by the department or Fhe
proper agency thereof. After appropriate inquiry by such agency, a hearing
ghall be held by the Department of Justice with respect to the character

and good faith of the objections of the person concerned, and such person -

shall be notified of the time and place of such hearing. The department
shall, after such hearing, if the objections are found to be sustained,
rccommend to the appeal board (1) that if the objector is inducted into
the land or naval forces under this Act, he shall be assigned to non-
combatant service as defined by the President, or (2) that if the objector
is found to be conscientiously opposed to participation in such non-
cembatant eervice, he shall in lieu of ‘such induction be assigned to work
of national importance under civilian direction. If after such hearing the
department finds that his objections are not sustained, it shall recommend
tn the appeal board that such objections be not sustained. The appeal
board shall give consideration to but shall not be bound to follow the
recommendation of the Department of Justice together with the record on
appeal from the local board in muking its decision. Each person whose
claim for exemption from combatant training and service because of consci-
entious objections is sustained shail be listed by the local board on a
register of conscientious objectors.

(h) No exception from registration, or exemption or deferment from
training and service, under this Act, shall continue after the cause therefor
ceases to exist,

SEc. 6. The Presidert shall have authority to induct into the land and
raval forces of the United States under this Act no greater number of
men than the Congress thall hereafter make specific appropriation for from
time to time.

SEC. 7. No bounty shall be paid to induce any person to enlist in or be
inducted into the land or naval forces of the United States: Provided, That
the clothing or enlistment allowances authorized by law shall mot be
regarded as bounties within the meaning of this section. No person liable
for service in such forces shall be permitted or allowed to furnish a
subetitute for such service; no eubstitute as such shall be received,
eniisted, enrolled, or inducted into the land or naval forces of the United
States ; and nc person liable for training and service in sueh forces under
Section 8 shall be permitted to' escape such training and service or be
dischargad therefrom prior to ihe expiration of his period of such training
and service by the payment of money or any other valuable thing- whatso-
ever as consideration for his release from such training and service or
liability therefor.

SEc. 8. (a) Any person inducted into the land or naval forces under
this Act for t1aining and service, who, in the judgment of those in authority
cver him, satisfactorily completes his period of training and service under
Section 3 (b) shall be entitled to a certificate to that effect upon the
ccmpletion of such period of training and service, which shall include a
record of any special proficiency or merit attained. In addition, each such
person who is inducted into the land or naval forces under this Act for
training and service shall be given a physical examination at the beginning
of such training and service and a medical statement showing any physical
defects noted upon such examination; and upon the completion of his
period of training and service under Section 3 (b), each such person shall
be given another physical exam:mation and shall be given a medical state-
ment showing any injuries, illnesses or disability suffered by him during
such period of training and service,

(b) In the case of any such person who, in order to perform guch train-
ing and service, has left or leaves a position, other than a temporary
position, in the employ of any employer and who (1) receives such certifi-
cate, (2) is still qualified to perform the duties of such position, and (3)
makes application for reemployment within 40 days after he is relieved
from such training eervice— .

(A) If such position was in the employ of the United States Government,
its territories or possessions, or the District of Columbia, such person shall
be restored to euch position or to a position of like seniority, status
and pay;

(B) I such position was in the employ of a private employer, such
employer shall restore sach person to such position or to a position of like
senjority, status and pay unless the employer’s circumstances have so
changed as to make it impossible or unreasonable to do 80;

(C) If such position was in the employ of any State or political sub-
division thereof, it is hereby declared to be the sense of the Congress that
such person should bhe restored to such position or to a position of like
seniority, status and pay.
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(c) Any person who s restored to a position in accordance with the
provisions of paragraph (A) or (B) of subsection (b) shall be considered
as having been on furlough or leave of absence during his period of training
2nd service in the land or naval forces, shall be so restored without loss of
seniority, shall be eatitled to participate in insurance or other benefits
offered by the employer pursuant to established rules and practices relat-
ing to employees on furlough or leave of absence in effect with the
employer at the time such person was inducted into such forces and shall
not be discharged from cuch position without cause within one year. after
such restoration.

(d) Section 3 (c) of the joint resolution entitled “joint resolution to
strengthen the common defense and to authorize the President to order
members and units of reserve components and retired personnel of the
Regular Army into active military service,” approved Aug. 27, 1940, is
amended to read as follows: :

“(e) Any person who is restored to a position in accordance with the
rrovisions of paragraph (A) or (B) of subsection (b) shall be considered
as having been on furlough or leave of absence during his period of active
wilitary service, shall be so restored without loss of seniority, shall be
entitled to participate in insurance or other benefits offered by the
employer purzuant to established rules and practices relating to employees
on furlough or leave of absence in effect with the employer at the time
such person was ordcred into such service, and shall not be discharged
from guch position without cause within one year after such restoration.”

(e) In case any private employer fails or refuses to comply with the
provisions of Subsection (b) or Subsection (c), the district court of the
United States for the district in which such private employer maintains a
place of business shall Lave power, upon the filing of a motion, petition,
or other appropriate pleading by the person entitled to the benefits of such
provisions, to specifically require such employer to comply with such pro-
visions, and, as an incident thereto, to compensate such person for any
loss of wages or benefits sufffered by reason of such employer’s unlawful
action.  The court shall order a speedy hearing in any such case and shall
acvance it on the calendar. Upon application to the United States
District Attorney or comparable official for the district in which such
private employer maintains a place of business, by any person claiming
t> be entitled to the benefits of such provisions, such United States
District Attorney or official, :f reasonably satisfied that the person so
applying is entitled to such benefits, shall appear and act as attorney for.
such person in the amicable adjustment of the claim or in the filing of
any motion, petition, or other appropriate pleading and the prosecution
therqof to specifically require such employer to comply with such pro-
visions : Provided, That no fees or court costs shall be taxed against the
persons so applying for such benefits.

(f) Section 3 (d) of the joint resolution entitled “joint resolution to
strengthen the common defense and to authorize the President to order
members and units of reserve components and retired personnel of the
Regular Army into active military service,” approved Aug. 27, 1940, is
amended by inserting before the period at the end of the first sentence
the following: “, and, as an incident thereto to compensate such person
for any Joss of wages or benefits suifered by reason of such employer’s
unlawful action.”

g) The director of selective service herein provided for shall establish
a personnel division with adequate facilities to render aid in the replace-
ment in their former positions of, or in securing positions for members
of the reserve components of the land and naval forces of the United
States who have satisfactorily completed any period of active duty, and per-
sons ‘who have satisfactorily completed any period of their training and
service under this Act,

(h) Any person inducted into the land or naval forces for training and
service under this Act shall, during the period of such training and service,
be permitted to vote in person or by absentee ballot in any general,
special, or primary election occurring in the State of which he is a resi-
dent, whether he is within or outside of such State at the time of such
election, if under the laws of such State he is entitled 8o to vote in such
election ; but nothing in this subsection shall be construed to require -
granting to sny such person a jeave of absence for longer than one day in
order to permit him to vote in person in any such election.

(i) It is the expressed policy of the Congress that whenever a vacancy
is caused in the employment rolls of any business or industry by reason
of induction into the service of the United States of an employee pursuant
to the provisions of this Act such vacancy shall not be filled by any per-
]s;;n dwho is a member of the Communist party or the German-Amercian

und.

Sec. 9. The President is empoweted, through the head of the War
Department or the Navy Department of the Government, in addition to the
present authorized methods of purchase or procurement, to place an order
with any individual, firm, association, company, corporation, or organized
manufacturing industry for such product or material as may be required,
and which is of the nature and kind usually produced or capable of being
produced by such individual, firm, company, association, corporation, or
organized manufacturing industry.

Compliance with all such orders for products or material ghall be

| cbligatory on any individual, tirm, association, company, corporation or

organized manufacturing industry or the responsible head or heads thereof,
and shall take precedence cver all other orders and contracts theretofore
placed with such individual, firm, company, association, corporation or
organized manufacturing industry, and any individual, firm, association,
company or organized manufacturing industry or the responsible head or
heads thereof owning or operating any plant equipped for the manufacture
of arms or ammunition or parts of ammunition, or ‘any necessary supplies
or equipment for the Army or Navy, and any .individual, firm, association,
company, corporation or organized manufacturing industry or the responsible
head or neads thereof owning or operating any manufacturing plant which,

* in the opinion of the Secretary of War or the Secretary of the Navy shall

be capable of being readily transformed into a plant for the manufacture
of arms or ammunitions, or . parts thereof, or other necessary supplies or
equipment, who shall refuse to give to the United States such preference
in the ma‘ter of execution of orders, or whe shall refuse to manufacture
the kind, quantity or quality of arms or ammunition, or the parts thereof,
or any necessary supplies or equipment, as ordered by the Secretary of
War or ‘the Secretary of the Navy, or who shall refuse to furnish such
arms, ammunition or parts of ammunition, or other supplies or equipment,
at a reasonable price as determined by the Secretary of War or the
Secretary of the Navy, as the case may be, then, and in either such case,
the President, through the head of the War or Navy Departments of the
Government, in addition to the present authorized methods of purchase: or
procurement, is hereby authorized to take immedate possession of any such
rlant or plants, and through the appropriate branch, bureau or department
cf the Army or Navy to manufacture therein such product or material as
may be required, and any individual, firm, company, association or corpo-
ration, or organized manufacturing industry, or the responsible head or
heads thereof, failing to comply with the provisions of this section shall
be deemed guilty of a felony, and upon conviction shall be punished by
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imprisonment for not more than three years and.a fine of not exceed-
ing $50,000.

~ The compensation to be paid to any individual, firm, company, associa-
tion, corporation or crganized manufacturing industry for its products or
material, or us rental tor use of any manufacturing plant while used by
the United States shall be fair and just: Provided, That nothing herein
shall be deemed to render inapplicable existing State or Federal laws con-
cerning the health, safety, security and employment standards of the
employees- in such- plant.

The first and second provisos in Section 8 (b) of the Act entitled “An
Act to expedite national defense, and for other purposes,” approved
June 28, 1940 (Public Act Numbered 671, Seventy-sixth Congress), are
Lereby repealed.

SEC, 10. (a) The President is authorized—

(1) To prescribe the necessary rules and regulations to carry out the
provisions of this Act;

(2) To create and establish a selective service system, and shall provide
for the classification of registrants and of persons who volunteer for
induction, under this Act, on the basis of availability for training and
service, and shall establish within the selective service system civilian
local boards and such other civilian agencies, including appeal boards
and agencies of appeal, as may be necessary to carry- out the provisions
of this Act. There shall be created one or ‘more local boards in each
county or political subdivision corresponding thereto of each State, terri-
tory, and the District of Columbia.

Each loeal board shall consist of three or more members to be appointed
by the President, from recommendations made by the respective Governors
cr comparable executive officials, No member of any such local board
shall be a member of the land or naval forces of the United States, but
cach member of any such local board shall be a civilian who is a citizen
of the United States residing in the county or political subdivision corre-
sponding thereto in which such local board has jurisdiction under rules
and regulations prescribed by the President. Such local boards, under
rules and regulations prescribed by the President, shall have power within
their respective jurisdictions to hear and determine, subject to the right
of appeal to the appeal boards herein authorized, all questions or claims
with respect to inclusion for, or exemption or deferment from, training and
gervice under this Act of all individuals within the jurisdiction of such
local boards.

Decisions of such local board shall be final except where an appeal is
authorized in accordance with such rules and regulations as the President
may prescribe. Appeal boards and agencies of appeal within the selective
service system shall be composed of civilians who are citizens of the
United States. No person who is an officer, member, agent or employee
of the selective service system, or of any such local or appeal board or
other agency, shall be excepted from registration, or deferred from train-
ing and service, as provided for in this Act, by reason of his status as
such officer, member, agent or employee. )

(3) To appoint by and with the advice and consent of the Senate, and
fix the compensation at a rate not in excess of $10,000 per annum, of a
director of sclective service who shall be directly responsible to him and
to appoint and fix the compensation of such other officers, agents and
employees 2s he may deem necessary to carry out the provisions of this
Act: Provided, That any officer on the active or retired list of the Army,
Navy, Marine Corps or Coast Guard, or of any reserve component thereof
o1 any officer or emplcyee of any department or agency of the United
States who may be assigned or derailed to any office or position to carry
cut the provisions of this Act (except to offices or positions on local boards,
appeal hoards, or agencies of appeal established or created pursuant to
Section 10 (a) (2), may serve in and perform the functions of such office
or position without loss of or prejudicc to his status as such officer in
the Army, Navy, Marine Corps, or Coast Guard or reserve component
thereof, or as such officer or employee in any department or agency of the
United ‘States: Provided further, That any person so appointed, assigned,
or detailed to a position, the compensation in respect of which it at a
rate in excess of $3,000 per annum shail be appointed, assigned or detailed
by and with the advice and consent of the Senate: Provided further, That
the President may appoint necessary clerical and stenographic employees
for Jocal boards and fix their compensation without regard to the Classifica-
tion Act of 1923, as amended, and without regard to the provisions of
civil gervice laws. ;

(4) To utilize the services oi any or all departments and any and all
officers or agents of the United States and to accept the services of all
ofticers and agents of the several States, territories and the District of
Columbia and subdivisions thereof, in the execution of this Act; and

(5) To purchase such printing, binding and blankbook work from public,
ccmmercial or private printing establishments or binderies upon orders
placed by the Public Printer or upon” waivers issued in accordance with
Section 12 of the Printing Act approved Jan. 12, 1895, as amended by
the Act of July 8, 1935 (49 Stat, 475) and to obtain by purchase, loan
or gift such equipment and supplies for the selective service system as
he may deem necessary to carry out the provisions of this Act, with or
without advertising or formal contract; and

(6) To prescribe eligibility, rules and regulations governing the parole
for service 'in the land or naval forces, or for any other special service
established pursuant to this Act, of any person convicted of a violation
of any of the provisions of this Act. :

(b) The President is further authorized, under such rules and regula-
tions as he may prescribe, to delegate and provide for the delegation of
any authority vested in him under this Act to such officers, agents or
persons as he may designate or appoint for such purposes or as may
be designated or appointed for such purpose pursuant to such rules and
regulations as he may prescribe,

(c) In the administration of this Act voluntary servicgs may be accepted.
Ccrrespondence necessary in the execution of this Act may be carried in
official penalty envelopes.

(d) The Chief of Finance, United States Army, is hereby designated,
empowered and directed to act as the fiscal, disbursing and accounting
agent of the Director of Selective Service in carrying out the provisions
of this Act.

Sec. 11.

Any person charged as herein provided with the duty of
carrying out any of the provisicns of this Act, or the rules or regulations
made or directions given thereunder, who shall knowingly fail or neglect
to perform such duty, 2nd any person c arged with such duty, or having

and exercising any authority under said Act, rules, regulations or directions
who shall knowingly make, or be a party to the making, of any false,
improper or incorrect registration, classification, physical or mental exam-
ination, deferment, induction, enroliment or muster, and any person who
¢liall knowingly make, or be a party to the making of, any false state-
ment or certificate as to the fitness or unfitness or liability or non-
liability of himself or any other person for service under the provisions
of this Act, or rules, regulations or directions made pursuant thereto, or
who otherwise evades registration or service in the land or naval forces
or any of the requirements of this Act, or who knowingly counsels, aids or
abets another to evade, registration or service in the land or naval forces
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or any of the requirements of this Act, or of said rules, regulations or
directions, or who in any manner shall knowingly fail or neglect to per-
form any duty required of him under or in the execution of this Act, or
rules or regulations made pursuant to this Act, or any person or persons
who shull knowingly hinder or interfere in any way by force or violence
with the administration of this Act or the rules or regulations made
pursuant thereto, or conspire to do so, shall, upon conviction in the
District Court of the United States having jurisdiction thereof, be pun-
ished by imprisonment for not more than five years or a fine of not
more than $10,000, or by both such fine and imprisonment, or if subject
to military or naval law may be tried by court martial and, on conviction,
shall suffer such punishment as a court martial may direct. No person.
shall be tried by any military or naval court martial in any case arising
under this Act unless such person has been actually inducted for the train-
ing and service prescribed under this Act or unless he is subject to trial
by court martial under laws in force prior to the enactment of this Act.
Precedence shall be given by courts to the trial of cases arising under
this Act.

SEc. 12. (a) The monthly base pay of enlisted men of the Army and
the Marine Corps shall be as follows: Enlisted men of the first grade,
$126; enlisted men of the second grade, $84; enlisted men of the third
grade, $72; enlisted men of the fourth grade, $60; enlisted men of the
fifth grade, $54; enlisted men of the sixth grade, $36; enlisted men of
the seventh grade, $30; except that the monthly base pay of enlisted men
with less than four months’ service during their first enlistment period
and of enlisted men of the seventh grade whose inefficiency or other
unfitness has been determiued under regulations prescribed by the Secretary
of War and the Secretary of the Navy, respectively, shall be $21.

The pay for specialists’ ratings, which shall be in" addition to monthly
base pay, shall De as follows: First class, $30; second class, $25; third
class, $20; fourth class, $15; fifth class, $6; sixth class, $3. Enlisted
men of the Army and the Marine Corps shall receive, as a permanent
addition to their pay, an increase of 10% of their base pay and pay for
specialists’ rating upon completion of their first four years of service
and an additional increase of 5% of such base pay and pay for specialists’
rating for each four ycars of service thereafter, but the total of such
increases shall not exceed 25%. Enlisted men of the Navy shall be
entitled to receive at least the same pay and allowances as are provided
for enlisted men in gimilar grades in the Army and Marine Corps.

(b) The pay for specialists’ rating received by an enlisted man of the
Army or Marine Corps at the time of his retirement shall be included in
the computation of his retired pay.

(c) The pay of enlisted men of the sixth grade of the National Guard
for each armory drill period, and for each day of participation in exercises
under Sections 94, 97 and 99 ot the National Defense Act, shall be $1.20.

(d) No back pay or allowances shall be accrued by reason of this Act
for any period prior to Oct. 1, 1940,

(e) Nothing in this Act shall operate to reduce the pay now being
received by any retired enlisted man.

(f) The provisions .of this section shall be effective on and after
Oct. 1, 1940. Thereafter all laws and parts of laws in so far as the same
are incousistent herewith or in conflict with the provisions hereof are
hereby repealed.

SEC. 13. (a) The benefits of the Soldiers and Sailors Civil Relief Act,
approved March 8, 1918, are hereby extended to all persons inducted into
the land or naval forces under this Act, and to all members of any reserve
component of such forces now or hereafter on active duty for a period of
more than one month; and, except as hereinafter provided, the provisions
of such Act of March 8, 1918, shall be effective for such purposes.

(b) For the purpoges of this section—

(1) The following provisions of such Act of March 8, 1918,. shall be
inoperative: Section 100; paragraphs (1), (2) and (5) of Section 101;
Article 4; Article 5; paragraph (2) of Section 601; and Section 603 ;

(2) The term *‘persons in mlitary service” when used in such Act of

- March 8, 1918, shall be deemed to mean persons inducted into the land or

naval forces under this Act and all members of any reserve component of
such forces now or hereafter on active duty for a period of more than one
month ;

(3) The term “period of military service,” when used in such Act of
March 8, 1918, when applicable with respect to any such person, shall be
deemed to mean the period beginning with the date of enactment of this
Act, or the date on which such person is inducted into such forces under
this Act for auy period of training and service or is ordered to such active
Guty, whichever is the later, and ending 60 days after the date on which
such period of training and service or active duty terminates.

(4) “The term “daie of approval of this Act,”” when used in such Act of
March 8, 1918; shall be deemed to mean the date of enactment of the
Selective Training and Service Act.of 1940.

(¢) Article III of such Act of March 8, 1918, is amended by adding
at the end thereof the following new section:

“Spo. 303, Nothing contained in Section 301 shall prevent the termina-
tion or cancellation of a contract referred to in such section, nor the
repossession of retention of property purchased or. received under such
contract, pureuant to a mutual agreement of the parties thereto, or their
assignee’s, if such agreement is executed in writing subsequent to the
making of such contract and during the period of military service of the
person concerned.” ?

Sec. 14. (a) Every person shall be deemed to have notice of the require-
ments of this Act upon publication by the President of a proclamation or
other public notice fixing a time for any registration under Section 2.

(b) If any provision of this Act, or the application thereof to any
person or circumstance, is held invalid, the remainder of the Act, and
the application of such provision to other persons or circumstances, shall
not be affected thereby.

(¢) Ncthing contained in this Act ghall be construed to repeal, amend,
or suspend the laws mow in force authorizing voluntary enlistment or
reenlistment in the land and naval forces of the United States, including
the reserve components thercof.

Sec. 15. When used in this Act-—

(a) The term “between the ages of 21 and 36" shall refer to men who
have attained the twenty-first anniversary of the day of their birth and
who have not attained the thirty-sixth anniversary of the day of their
birth; and other terms designating different age groups ghall be construed
in a similar manner.

(b) The term “United States,” when used in a geographical sense, shall
be deemed to mean the several States, the District of Columbia, Alaska,
Hawaii and Puerto Rico. i .

(c¢) The term ‘“‘dependent” when used with respect to a person registered
under the provisions of this Act includes only an individual (1) who is
dependent in fact on such person for support in a reasonable manner and
(2) whose support in such a manner depends on income earned by such
person in a business, occupation or employment.

(d) The terms “land or naval forces” and “land and naval forces”
shall be deemed to include aviation units of such forces.
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(e) The term “district court of the United States” shall be dcemed to
include the courts of the United States for the Territories and the pos-
sessions of the United States,

Sec. 16, (a) Except as provided in this Act, all laws and parts of
laws in conflict with the provisions of this Act are hereby suspended to
the extent of such conflict for the period in which this Act shall be in
ferce, g
(b) All the provisions of this Act, except the provisions of Sections 3
(¢), 83 (d), 8 (g) and 12, shall become inoperative and cease to apply on
and after May 15, 1945, except as tc offenses committed prior to such
date, unless this Act is continued in effect by the Congress.

(c) There are hereby authorized to be appropriated, out of any money
in the Treacury not otherwige appropriated, such sums as may be necessary
te carry out the provisions of this Act.

fEc. 17. This Act shall take effect immediately.

Sec. 18. This Act may be cited as the “Selective Training and Service
Act of 1940.”

Approved, Sept. 16, 1940, 3:08 p. m., E. 8. T.

The Course of the Bond Market

United States Government bonds advanced fractionally
this week. IHigh-grade -corporates have been firm, and
lower grades gained ground, especially rail bonds.

High-grade railroad bonds have registered price improve-
ment. Oregon Short Line (Gtd.) 5s, 1946, advanced 1%
points to 117; Pennsylvania 5s, 1968, at 108% were up 7%.
The medium-grade rail market displayed strength, while
second-grade rails have been actively higher. Southern Pa-
cific 4%s, 1969, advanced 1% to 421;. Defaulted railroad
bonds scored price gains during the week in sympathy with
higher stock prices.

Sept. 21, 1940

Price movements in public utility bonds have not been
important, but activity and moderate strength have been
seen in Puget Sound Power & Light Co., Cities Service Co.,
and Third Avenue Railway Co. adjustment bonds. No new
issues were registered, but an offering of a refunding issue
for Southern California Edison 3% s is expected.

Mixed fractional changes have been the rule in most sec-
tions of the industrial group this week, although a few
changes of a point or better have been observed among the
lower-grade issues. ' In the building materials classification,
the Certain-teed 5l%s, 1948, gained 3% points at 79%, and
in the automobile group the Studebaker conv. 6s, 1945,
gained % point at 102 to make up the greater part of the
loss of last week. Retail selling company obligations showed
strength with the exception of the Childs Co. 5s, 1943, which
weakened. In the shipping classification the AGWI 5,
1959, were down fractionally, and the.International Mar-
cantile Marine 6s, 1941, lost 114 points.

There have been but few important changes in the foreign
list, but the general trend reflected a mild improvement.
After an initial spell of weakness Danish issues rallied
strongly with gains up to 5 points; Australian bonds also
passed above last week’s closing levels, and Canadian issues
have improved moderately, South American loans have
been in better demand, notably Argentine and Colombian
issues. Japanese bonds have been well supported at slightly
better levels.

Moody’'s computed bond prices and bond yield averages
are given in the following tables:
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(Based on Average Ytelds)

MOODY'S BOND YIELD AVERAGES
(Based on Individual Closing Prices)
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* These prices are computed from average yields on the basis of one “typlcal” bond (4% c av
o, coupon, maturing In 30 years), and do not purport to show either the average
level or the average movement of actual price quotations. They merely serve to lllustrate in & more comprehensive way the relative levels and the relative movement of

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

t The latest complete list of bonds used in computing these indexes was published in the Issue of July 13, 1940, page 160,

The Business Man’s Bookshelf

Private Enterprise and Democracy
By Charles E. Carpenter. 217 Pages.
Longmans, Green. $2.50
The author, a Professor of Law at the University of
Southern California since 1931, writing as an economist,
believes that some system of private enterprise is needed
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if our political and religious freedom is to be maintained
as we know them. He feels also that our present economic
system contains many defects which call for correction.
These he presents with much factual evidence of abuses
and evils which should have no place in any decent society.
Disparity of incomes and the abuse of corporate powers are
some of the results of private enterprise to which he takes
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special objection. “Inefficiency and graft,” he also tells us,
“characterizes to an aimost unbelievable extent many corpo-
rations where ownership and control are separated.” Some
of the illusirations furnished lend weight to his quoted state-
ment that “our railroad corporations today, in the matter
of business honesty, are better managed than most large
industrial corporations and are freer from . . . graft.”
This condition he ascribes to the “more careful regula-
tion . . . by the Government and the scrutiny of the Inter-
state Commerce Commission.”

The author does not believe that Socialism can cure our
economic ills ‘any more than half a dozen other panaceas
more or less available for this purpose. IIe does his best
to show us why. Then he offers us a corrective plan of
his own whereby the employer, labor, and the consumer
shall cooperate in control, and share the profits of business
tpon a prearranged basis. To an analysis of this program
about 309 of the book is given..

Answering the statement that, too often, there are no
profits to share, he affirms that “the enormous savings
from the elimination of strikes and strife, of waste of time
and material alone by profit-sharing has turned losses into
profits for many business concerns. The cordial relations
between employee and employer and the new economnic in-
centive has resulted frequently in a zeal, enthusiasm, and
a cooperative attitude on the part of labor which has
greatly increased productiveness.
were adopted, if taxes on business were curtailed, stocks
in place of bonds were floated, and fixed debt and interest
charges thus eliminated, and if in place of fixed wages,
which constitute an item to be deducted in advance of
profits, management, officials -and other employees were
compensated out of profits, it would be only the inefficient
business that would not make profits.”

To add a further chance to the success of his plan, the
author advocates that the “consumer” must be allowed to
participate. This, he says, would be all the easier if “the
abuse of officials and management taking exorbitant and
unearned salaries and bonuses, as they do in a very large
part of our private corporations today,” were completely
removed. The four-way division of profits of enterprise
must be so made as “to produce the best economic results.”

It may strike one that Professor Carpenter’s plans for
the correction of our economic evils develop a seeming weak-
pess when suggestions for giving practical effect to them
are submitted to us. We are not entirely in accord when
we are told how sharing the profits of the railways and
{he utilities can be brought about. The author admits that
like methods would not apply to agriculture “with its mil-
lions producing at widely different costs.” TUndeterred, he
suggests the formation of farming “yard-stick corporations,”
empowered to act as guides in efficiency and, in a measure,
as controllers of farming effort and enterprise, The result
would be that the *“price of each product would be constant
throughout the year. When the new crop came in the corpo-
ration would buy it at the new price.”

One may ask whether such a suppression of certain forms
of economic freedom is compensated for sufficiently by the
retention of religious freedom.. In fact, as readable and
thought-provoking as this book may be, we fear that it lacks
greatly in conviction,

Ww. C. B.
et

Scientific Price Management

By Allen W. Rucker. Published by the
Author, Cambridge, Mass.. $5.00

The author is a members of a firm engaged in “marketing,
cales and advertising.” - He affirms that there exist today
many opportunities open to those who will develop a more
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scientific' approach to the problem of promotion through
the proper adjustment of prices to consumers.

Every business is faced, so he says, with the problem of
finding the optimum combination of (a) gross margin per
unit, and (b) volume which will yield the highest gross
dollar income in a given time. And the crux of the problem
lies in the words “How much more volume?”’

As an example, reference is made to a manufacturer
whose gross margin over costs is 31% of the regular selling
price. Assuming that he believes that a reduction of 5%
in selling price may be desirable, he wishes to know how
much more volume he must obtain to cover the reduction
in his margin of 31%. Incorporated in this book are cer-
tain “caleulator charts” for which it is claimed that within
15 to 30 seconds they will furnish the proper answer to
the question asked. In the present case the answer is
stated as “19149% in terms of units, or 1314, % in terms of
money values.”

Several tests of imaginary cases made by this reviewer
would indicate that the claims set up for these charts are
admissible. The method whereby results are secured is
gimple, and proficiency should follow in short order. Any-
one having much computing to do along the lines indicated
could doubtless make profitable use of the charts. There
are six in all, half dealing with volume and half with
dollars. In each case the margin of gross profit on regular
selling price runs from 5% to 65%.

Ww. C. B,

PO —

Tax System

A Year Book of Legislative and Statistical Information,
Including All the States of the United States
and Certain Canadian and Foreign Data

8th edition. 408 pages. Edited by The Tax
Research Foundation, Chicago and New
York: Commerce Clearing House, Inc. $8.76.

This weighty volume, in massive atlas form with pages
12x15 inches, offers the most detailed and comprehensive
information about the tax systems of the world that is to
be found in any one place. It is truly “a one-volume
library on taxation.” DIrepared under the sponsorship of
the New York State Tax Commission for The Tax Research
Toundation, it presents, in its first 107 pages, with copious
notes, popular views of each of the 48 States, and of Alaska,
Havwaii, Puerto Rico and Canada. Following this come 203
pages of comparative tax tables of the States covering every
form of tax and method of administration and including,
as a new feature of the present edition, provisions for con-
tributions under State unemployment compensation laws.
A third section, of 44 pages, covers Federal, State, terri-
torial and local tax collections of the United States, and
shows the amounts collected by various units of government,
the yields by taxes in actual amounts and percentages, and
per capita collecticns. A fourth section, of 40 pages, com-
prises tax charts for the United States and some 63 foreign
countries, which show statistics of tax revenues, public
debts and national income in the various countries reviewed.
A final section outlines the model American, Federal, State
and local tax system as proposed by various tax authori-
ties, and gives an exhibit of answers to a questionnaire
regarding it. The comprehensive tax inquiry of which the
volume is a part is explained at. length in an introduction.

Attention is focused primarily on tax facts and data for
all the States, territories, United States and Canada, and
because of chaotic conditions abroad, major emphasis in the
foreign material has been placed on presenting selected for-
eign statistics. In all, there are over 250 charts, tables,
and statistical presentations. o

This work offers a rich mine of tax information—serving
double duty, as a source book and as a reference book.

Indications of Business Activity I

THE STATE OF TRADE—COMMERCIAL EPITOME
Friday Night, Sept. 20, 1940.

Business activity showed substantial gains the past week,
not only regaining the drop experienced the preceding holi-
day week completely, but went right ahead establishing a
new high for the current move, according to the “Journal of
Commerce” weekly business index. Reflecting gains in all
components with the exception of coal production, the
index rose to 111.6, as compared with a revised figure of
101.3 for the preceding week and 108.4 two weeks ago. The
index now shows a gain of 109 over last year. .

The news of the week was regarded as generally favor-
able, and this was reflected in four consecutive days’ ad-
vance in the stock market. Difficulties encountered by the
Germans in launching their expected invasion of England,
erowing antipathy to the third-term, and a wealth of favor-
able business reports appeared to have a wholesome effect
on sentiment generally. The Board of Governors of-the
Federal Reserve System added its bit to favorable business
figures by reporting that its production index for August
had moved up 2 peints to 123 against the 121 of June and

July. The Bureau of Agricultural Economics came through
with a forecast of further improvement in general business
activity and estimated that 1940 industrial output would
exceed that of 1939 by 10%.

Evidence that industrialists are now proceeding - with
plant expansion without waiting for favorable tax legisla-
tion is given in the rising volume of private industrial con-
struction contracts let thus far this month. Contract
awards for private industrial construction for the first three
weeks of the month will total approximately $41,000,000,
according to “Engineering News-Record,” or only slightly
less than the total of such contracts during August.

Construction of temporary military housing adds almost
$45,000,000 to this week’s engineering construction awards
to bring the total to $120,809,000. the third largest volume
of the year, as reported by “Engineering News-Record.”
The total is 76% above last week, and 919, higher than the
volume for the corvesponding 1939 week.

Public construction tops the preceding week by 162%,
and the 1939 week by 122%. Private awards are 199 under
last week, but are 289 higher than last year.
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The week’s volume brings 1940 construction to $2,400,-
796,000, or 8% above the $2,221,741,000 reported for the 38-
week period last year. Private awards maintain their 209,
gain over the 1939 period, and public construction exceeds
its last year’s mark by 4%, due to the 162% increase in
Federal work.

Steel producers are becoming more concerned over the
possibility of a shortage of raw steel. The fact that the
industry’s operating rate has not reached 109% is due to
slack operations at some smaller plants, particularly those
engaged in making the lighter products and comparatively
small utilization of bessemer capacity, the “Iron Age” re-
ports in its mid-week review. It states that while steel re-
quirements for the national defense program are still a
long way from their peak, and with potential tonnage much
greater than actual defense bookings, steel melting capacity
of a number of the country’s leading plants is being pushed
to the maximum. “Those in Washington and in the in-
dustry who are in closest touch with the requirements of
the defense program are of the opinion that the full impact
on the steel industry may not be felt before the first quar-
ter of next year,” the survey states. “It is likewise the
opinion of these same authorities that not less than two
years of high activity for the steel industry lie ahead,
regardless of the dircetion on outcome of the war. While
all of the large defense contracts being announced in Wash-
ington will not immediately be translated into orders for
steel, as there are inevitable lags, the amount of incoming
business that can be directly or indirectly traced to defense
projects is growing and probably accounts for a moderate
increase in aggregate sales o far in September. The rami-
fications of the defense program are now such that nearly
all branches of the metal-working industry are feeling its
effects, or will be soon. In the forefront at the moment is
the .construction of mew plants and facilities which has
brought this week a total of 50,700 tons of fabricated struc-
tural steel inquiries, among which are 9,000 tons for a Ford
Motor Co. plant and 3,500 tons for a gun-assembly plant at

Washington.”

Production by the electric light and power industry of

the United States for the week ended Se{))t. 14 amounted to
2,638,634,000 kwh., falling just short of the all-time high of

2,641,723,000 kwh. recorded during the week ended Dec. 23,

1939, according to figures released by the Edison Electric
Institute. Output for the latest reporting week, which
marked the second highest output in history, was 176,012,000
kwh. above the total of 2,462,622,000 kwh. in the preceding
week, and 194,263,000 kwh. over the 2,444,371,000 kwh. re-
corded in the week ended Sept. 16, 1939.

The Association of American Railroads reported today
804,309 cars of revenue freight were loaded during the week
ending last Saturday. This was an increase of 15.7%, com-

. pared with the preceding week; an increase of 0.5%, com-

pared with a year ago, and an increase of 21.8%, compared
with 1938. Loadings were the highest since the week ended
Nov. 4, 1939, when they totaled 805,862. The previous 1940
high was 768,821 for the week ended Aug. 1.

Ward’s automotive reports, in its weekly survey of motor
car production, estimated today that output for the current
week Would be 78,820 cars and trucks. Last week assem-
blies numbered 63,240 units, and a year ago this week,
55,350 units. The survey s2id that operations would con-
tinue higher and might advance to 100,000 units next week.

Retail activity was distinctly favorable this week, with
some sections operating at the year's best levels, Dun &
Bradstreet, Inc., said today. Contributing factors to what
was reported as “widespread improvement” were listed as
seasonable weather, increased industrial activity, and the
third annual retail demonstration in 300 communities. Re-
tail inventories as the week ends were reported low, with
shortages developing in some lines, especially ready to wear.
Delivery difficulties also were said to be mounting. A
strong tone of confidence among shoppers was widely noted,
and sales resistance wasg reportedly lower than it has been
for some time. *“Some large retail units estimated sales as
much as 209 ahead of those of the comparable week last
vear. Apparel and home furnishings again were volume
leaders. Men's wear sales continued to improve. Silk
hosiery sales increased. The Southwest reported the broad-
€st increases, sales volume averaging between 109 and 25%.
Other relatively large gains were 10% to 20% for the Middle
gVest% 5% to 15% for the East, and 9% to 149 for the

outh,

l?uring the early part of the week a hurricane threatened
serious damage, It moved northwestward and then north-
ward off the Atlantic Coast to a center east of Maine, and
caused no spectacular damage. High winds oceurred along
the north Atlantic Coast, up to 49 miles on hour at Nan-
tucket, Mass. The week as a whole was unseasonably cool
Gver the eastern half of the country, but” abnormally warm
over most of the western half. From the Mississippi Valley
eastward, Government advices state, the weekly mean tem-
peratures ranged mostly from 4 degrees to about 10 degrees
subnormal, except that in the extreme Northeast and ex-
treme Southeast, ahout normal warmth prevailed. Freezing
temperatures prevailed in the northern Great Plains and
as far south as Valentine, Neb., and a minimum of 34 de-
grees locally to the central Mississippi Valley; in the central
Appalachian Moentains there were some reports of freez-
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ing weather on the 13th. Freezing occurred locally also in
some nortbern Rocky Mountain sections. In the corn belt
minimum temperatures ranged from 36 degrees to 44 de-
grees, while in the cotton belt they were mostly in the 40’s
over a large area. Generally fair weather and abundant
sunshine made an ideal week for harvesting late crops and
other farm work, except that the soil is too dry for plowing
over large areas. In the New York City area the weather
has been unseasonably warm, though clear, during most of
the past week.

" Today was warm and overcast, with the thermometer
registering a minimum of 65 degrees and a maximum of 81
degrees. Mostly cloudy tonight and on Saturday, with con-
tinued warm and humid weather, winds being light and in a
southerly direction. Lowest temperatures tonight are
placed at 65 degrees for the city and 60 degrees in the

_suburbs.

Overnight at Boston it was 52 to 75 degrees; Pittsburgh,
G2 to 80; Portland, Me., 50 to 75; Chicago, 65 to 91; Concin-
nati, 55 to 91; Cleveland, 65 to 83; Detroit, 64 to 82; Mil-
waukee, 66 to 85; Charleston, 63 to 83; Savannah, 66 to 82;
Kansas City, Mo., 66 to 88; Springfield, Ill., 62 to 93; Okla-
homa City, 66 to 90; Salt Lake City, 46 to 58, and Seattle,
43 to 66.

——e
Col. Ayres of Cleveland Trust Co. Finds Business
Activity Advanced Only Moderately In Summer
Months Owing in Part to Small Increase In De-
fense Expenditures—Looks for Evidence of In-
creased Employment Later

According to Col. Leonard P. Ayres, Vice-President of the
Cleveland Trust Co, “business activity, as measured by the
volume of industrial production, has increased only moder-
ately during the summer months of June, July, and August,
although it has been well above the rather low level reached
last April.” Col. Ayres, in the company’s “Business Bul-
letin” issued Sept. 16, goes on to say:

Part of the reason why the advance has not been more rapid this summer
is to be found in the fact that there has been little increase in the defense
expenditures of the army and navy. These amounted to about 153 miliions
in June, to 179 millions in Juiy, and to 199 millions in August.

Nevertheless, the placing of munitions contracts, and the preparations to
place them, have been going forward at so considerable a pace during these
months that important increases in employment, construction, in the de-
mands for materials, and in actual production are sure to be in evidence
during the remaining months of this year. That stimulus to industrial
production will continue not only through the rest of this year, but at least
through next year, and the year after that. The implements of war are
in no sense income-producing, but nevertheless their large-scale production
will temporarily operate to lift our National income.

There is an additional reason why industrial production will go forward
at high levels during the closing months of this year and the opening months
of 1941. 'That reason is that the automobile companies are planning for
unusually large volumes of output during the final quarter of 1940, and
in the first quarter of next year. They realize that with increased industrial
employment and pay rolls there will be an increased demand for cars, and
they know too that it is prudent for them to increase their outputs now,
since they may be called upon to devote more of their capacities to making

munitions later on.
—_———

Wholesale Commodity Prices Declined 0.3 of Point Dur-
ing Week Ended Sept. 14, According to ‘“Annalist’’
Index

Declines in prices of farm, food and miscellaneous items,
among them rubber, depressed the “Annalist” weekly index
of wholesale commodity prices to 80.0, as of Sept. 14, from

a Sept. 7 figure of 80.3. The index for Sept. 16, 1939, was

&2.5. The “Annalist” on Sept. 16 further said:

The textile group firmed a trifle, while fuels, metals and chemicals
remained unchanged from the preceding week.

1HE “ANNALIST” WEEKLY INPgIEC}é SOF WHOLESALE COMMODITY

(1926=100)

Sept. 14, 1940( Sept. 7, 1940 |Sept. 16, 1939

Farm products. .
Food products. .

Textile products_
Fuels

All commodities
* Revised.

Car Loadings During Week Ended Sept. 14 Gain 15.79,
Over Preceding Week

Loading of revenue freight for the week ended Sept. 14,
totaled 804,309 cars, the Association of American Railroads
announced on Sept. 19. This was an increase of 3,878 cars
or five tenths of one percent above the corresponding week
in 1939 and an increase of 144,146 cars or 21.8%, above the
same week in 1938. Loading of revenue freight for the week
of Sept. 14 was an increase of 109,051 cars or 15.7% above
the preceding week, which included a holiday. The As-
sociation further reported:

Miscellaneous freight loading totaled 322,608 cars, an increase of 46,361
cars above the preceding week, and an increase of 4,556 cars above the
corresponding week in 1939.

Loading of merchandise less than carload lot freight totaled 156,442 cars,
an increase of 22,261 cars above the preceding week, but a decrease of
6,414 cars below the corresponding week in 1939.

Coal loading amounted to 140,159 cars, an increase of 21,746 cars above
the preceding week, but a decrease of 9,523 cars below the correspohding
week in 1939.

[
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Grain and grain products loading totaled 42,494 ¢ars, an Increase of
5,719 cars above the preceding week, but a decrease of 7,618 cars below the
corresponding week in 1939. In the Western Districts alone, grain and
grain products loading for the week of Sept. 14 totaled 27,989 cars, an in-
crease of 2,886 cars above the preceding week, but a decrease of 3,363 cars
below the corresponding week in 1939.

Live stock loading amounted to 17,379 cars, an increase of 1,516 cars
above the preceding week, but a decrease of 2,005 cars below the correspond-
ing week in 1939. In the Western Districts alone, loading of live stock for
the week of Sept. 14 totaled 13,889 cars, an increase of 1,305 cars above the
?relcedlng week, but a decrease of 1,988 cars below the corresponding week

n 1939.

Forest products loading totaled 40,434 cars, an increase of 5,977 cars
above the preceding week, and an increase of 5,297 cars above the cor-
responding week in 1939.

Ore loading amounted to 73,645 cars an increase of 4,167 cars above the
preceding week, and an increase of 17,191 cars above the corresponding
week in 1939.

Coke loading amounted to 11,148 cars, an increase of 1,304 cars above the
})receging week, and an increase of 2,394 cars above the corresponding week

n 1939.

All districts reported decreases compared with the corresponding week
in 1939 except the Allegheny and Northwestern but all districts reported
increases over 1938 except the Southwestern. ¥

1940

2,555,415
2,486,863
3,122,556
2,494,369
2,712,628
3,534,564
2,825,752
3,718,350
95,258
804,309

24,950,064

1939

2,288,730
2,282,866
2,976,655
2,225,188
2,363,099
3,127,262
2,632,236
3,387,672

662,357

800,431

22,646,466

1938

2,256,717
2,155,536
2,746,428
2,126,471
2,185,822
2,759,658
2,272,941
3,040,100

568,707

660,163

20,772,543

4 weeks of January

4 weeks of February. .
5 weeks of March._

4 weeks of April__

Week of Sept. 7.
‘Week of Sept. 14

The first 18 major railroads to report for the week eqded
Sept. 14, 1940 loaded a total of 367,209 cars of revenue freight
on their own lines, compared with 315,412 cars in the pre-
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ceding week and 369,618 cars in the seven days ended Sept.
16,1939. A comparative table follows:

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

Loaded on Own Lines
nded—

Recetved from Connections
Weeks E: Weeks Ended—

Sept. 14, Sept. 7 |Sept. 16|Sept. 14, Sept. 7 )Sept. 16
1940 | 1940 | 1939 | 1940 | 1940 | 1939

23,353| 6,332
3| 18,494
11,863
8,675
11,432
1,412
1,797
2,901
9,357
45,150

5,844
16,366

20,738| 18,169

Atchison Topeka & Santa Fe Ry-
31,107

Baltimore & Ohio RR.

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

International Great Northern RR.
Missouri-Kansas-Texas RR

N. Y. Chicago & 8t. Louls Ry...
Norfolk & Western Ry-... e

5,968 6,231 9,419
Total.... .1367,2091315,412(369,618'223,1711194,224 222,724

TOTAL LOADINGS AND RECEIPTS FROM CONNECTIONS
(Number of Cars)

Weeks Ended—
Sept. 7, 1940

23,676
29,688

Sept, 14, 1940

27,082
35,1563
13,836 11,400 14,942

76,071 64,564 79,907

In the following we undertake to.show also the loadings
for separate roads and systems for the week ended Sept. 7,
1940. Dur.ug this period 68 roads showed increases when
compared wi the same week last year:

Sept. 16, 1939

27,530
37,435

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

. tNUE FREIGHT LOADED AND RECEIVED FROM CONNECTIONS (NUMBER OF CARS)—WEEK ENDED SEPT. 7

Total Loads Received
from Connections

1940 1939

Total Revenue

Reuroa Freight Loaded

1940

Total Loads Received
JSrom Connections

1940 1939

Total Revenue
Freight Loaded

1939

Ratlroads

1940

Eastern District—

Chicago Indianapolis & Louisv._
Central Indiana.

Central Vermont____

Delaware & Hudson

Delaware Lackawanna & West.
Detroit & Mackinac

Detroit Toledo & Ironton
getron & Toledo Shore Line.. ...

Grand Trunk Western.
Lehigh & Hudson River.
Lehigh & New England.
Lehigh Valley_ ..

Maine Central. .
Monongahela.

New York Central Lines. .

. N. H, & Hartford
New York Ontarlo & Western.
N. Y. Chicagn & St Louis__..
N. Y. Susquehanna & Western.
Pittsburgh & Lake Erie

Pittsburgh & Shawmut
Pittsburgh Shawmut & North. .
Pittsburgh & West Virginia. ...

136,815 | 130,842 135,092

Alleghany District—

Akron Canton & Youngstown 458 402 759

Baltimore & Ohio.__ 31,107 28,689

5,747 4,915
Buffalo Creek & Gauley. 284 303
Cambria & Indiana 1,492 1,576

Central RR. of New Jersey - 5,1&1%1)
6

15,617
2,094
5

Cumberland & Pennsylvania. .. 200
Ligonier Valley 66
Long Island 537
Penn-Reading Seashore Lines. . 1,305
Pennsylvania System - 57,704
Reading ' Co 11,415
Union (Pittsburgh)_ 11,401
Western Maryland 3,328

127,651

103,702

Pocahontas District—
Chesapeake & Ohio.....
Norfolk & Western..
Virginian

24,290
19,988
4,191

10,006
4,722
1,396

16,124

48,469

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

Charleston & Western Carolina
Clinchfield

Columbus & Greenville
Durham & Southern..

Florida East Coast.

Gainsville Midland.

‘Geol

rgia
Georgia & Florida....
Gulf Mobile & Northern
Illinois Central System_
Louisville & Nashville.__
Macon Dublin & Savannah.
Mississippi Central 283

Southern District—(Concl.)
i

Nashville Chattanooga & St. L.
Norfolk Southern..

Piedmont Northern

Richmond Fred, & Potomac.
Seaboard Air Line

Southern Bystem.

Tennessee Central
Winston-Salem Southbou

63,285

Northwestern District—
Chicago & North Western 10,843
Chicago Great Western 397 3,043
Chicago Milw, St. P. & Pacific. 6,733
Chicago St. P. Minn. & Omaha. 3,820
Duluth Missabe & I. R. 219
Duluth South Shore & Atlantic. 047 699 491
Elgin Joliet & Eastern 5,978
Ft. Dodge Des Moines & South.. 150
Great Northern 2,948
Green Bay & Western. ... .. 576
Lake Superior & Ishpeming._._ ' 71
Minneapolis & St. Louts.. .- 1,800
Minn. 8t, Paul & 8, 8. M. 3,071
Northern Pacifie. ... ... " 3,440
Spokane International...... - 237 1 273
Spokane Portland & Beattle. - - 1,596 1,605

79,432

105,974

Central Western District—

Atch, Top. & Banta Fe System_ 19,089 18,067
2,745 2,595
Bingham & Garfleld 266 325
Chicago Burlington & Quincy.. 14,234 13,159
Chicago & Illinois Midland. ... 1,509 1,576
Chicago Rock Island & Pacific. 11,022 10,428
Chicago & Eastern Illinois 1,999
Colorado & Southern 605 742
Denver & Rio Grande Western..
Denver & Salt Lake
Fort Worth & Denver City .-
Illinois Terminal
Missouri-Illinols. .

Peoria & Pekin Union. . .

Southern Pacific (Pacific).-
Toledo Peoria & Western...
Union Pacitic System. .. 8,938

2
1,676 2,125

102,770 95,221 52,743

137
129

Missouri-Kansas-Texas Lines.
Missouri Pacitic

Quanah Acme & Pacific.

8t. Louis-San Francisco.

8t, Louis Southwestern.
Texas & New Orleans.

48,772 31,757

Note—Previous year's figures revised. * Previous figures. x Discontinued Jan. 24, 1939.
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Moody’s Commodity Index Advances

Moody’s Daily Commodity Index advanced moderately,
from 156.3 a week ago to 157.9 this Friday. The principal
individual change was the advance in wheat.

The movement of the Index was as follows:

Frl. Beph. 18cweuuicaniine. 154.3 ( Two weeks aXo, Sept. 6
Sat. Sept.14._._. .1£6.3| Month ago, Aug. 20
Mon. Sept. 156.1( Year ago, Sept. 20
Tues. Sept. .611939 High, Sept. 22..
Wed. Sept. y Low, Aug. 15
Thurs. Sept. i

¥ri. Sept.

N

-
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2001 20 io 0
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Wholesale Commodity Prices Declined During Week
Ended Sept., 14, According to National Fertilizer
Asgsociation

The wholesale commodity price index compiled by The
National Fertilizer Association declined last week after ad-
vancing in each of the five preceding weeks. This index
in the week ended Sept. 14 was 75.3 compared with 75.9 in
the preceding week, 74.7 a month ago, and 76.8 a year ago,
based on tLe 1926-28 average as 100. This is the first time
since the sharp rise in prices took place in September, 1939,
that the index has been below the level of the corresponding
week of the preceding yvear. The announcement by the
Association, dated Sept. 16, went on to say:

The decline in the all-commcdity index was due to lower quotations for
farm products and foodstuffs. In the farm product group 12 items declined
in price during the weck, while only one advanced. The cotton index fell to
the lowest point recorded this year. The trend of foodstuff prices was
dewnward, with meats and potatoes showing the most important declines,
A slight rige was registered by the index representing the prices of all
commoditics except farm products and foods. The building material average
rose to the highest point rcached since last winter.

Twenty-eight price serics included in the index declined during the week
and 21 advanced; in the preceding weck there were 49 advances and 15
declines; in the second preceding week there were 25 advances and 22
declines,

WEEKLY WHOLESALE COMMODITY PRICE INDEX
Compiled by the Natlonal Fertilizer Associatl, (1926-28=100)

Percent Latest | Preced'g| Month
Each Group I
Bears to the ) s 4
Total Indez 1940 194 1940

25.3

F
Fats and olls.....
23.0 Farm products......
Cot

1
1

7
0.
8
7
6
1.
0.
0
0

Bullding materials._ ...
Chemicals and drugs..
Fertllizer materials........
Fertilizers

2209 00 09 7 i 0 00 89
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'Bureau of Labor Statistics’ Index of Wholesale Com-

modity Prices Showed Slight Decline During Week
Ended Sept. 14

There was little change in the general level of wholesale
prices during the week ended Sept. 14, although some
aarkets showed substantial changes, Commissioner Lubin
announced on Sept. 19. ““Continued advances were reported
in wholesale prices for building materials-particularly lumber
—and for grains, hides, and raw silk, as well as a sharp rise
in certain non-ferrous metals,” Mr. Lubin said. ‘“Marked
declines occurred in markets for livestock, meats, and cattle
feed. The Bureau of Labor Statistics’ all-commodity index
now stands at 77.9%, of the 1926 average, a decline of 0.1,
from the previous week. It is 0.99 above the level of four
weeks ago, when the present upswing began, and is 1.89,
below the level of a year ago, when commodity prices were
rising rapidly following the outbreak of the European war.”

e Commissioner went on to say:

The indexes for major commodity groups showed divergent trends.
Farm products, foods and miscellancous commodities declined, and hides
and leather products, metals and metal products, building materials and
textile products advanced. Fuel and lighting materials, chemicals and
allied products, and housefurnishing goods remained at their levels of the
previous week. Compared with the corresponding week of last year the
current index for building materials is 4.1, higher; housefurnishing goods,
3.3%:; textile products, 0.7%; metals and metal products, 0.4%, and
hides and leather products and miscellaneous commodities, 0.3%. On
the other hand, this week’s index for foods is 5.6% below the 1939 level,
farm products, 4.2% and fuel and lighting materials, 3.1%.

Influenced principally by lower prices for farm products, average whole-
sale prices of raw materials declined 0.6% during the week, while prices for
semi-manufactured commodities rose 0.8, largely due to advancing prices
for copper and copper products, rosin, turpentine, raw sugar, leather,
pig zinc and silk knitting yarns. The index for manufactured commodities
remained at vhe level of the previous week.

The Labor Bureau’s announcement also had the following
to report:

The drop of 1.2% in the index for farm products was caused by the 3.2%
decline in average prices for livestock as well as lower prices for cotton,

. hops, flaxseed, dried beans and potatoes. Higher prices were reported

for grains, which had been increasing for the previous three weeks, eggs,
lemons, oranges onions and domestic wool. The foods index declined
0.4% as a result of decreases of 1.7% for meats, reflecting sharp reductions
for fresh pork, lamb, veal and mutton, and advances for cured pork and
little change for beef, and 1.3% for fruits and vegetables. There were also
declines for butter, oatmeal, rice, lard and cottonseed oil. In addition to ris-
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ing prices for cured pork, quotations were higher for rye and wheat flour,
hominy grits, cocoa beans, corn syrup, raw sugar, edible, tallow and olive oil.

The 0.2 rise in the building materials index this week was a result of con-
tinued advances in lumber prices—particularly yellow pine lumber—which
has been going up for the past five weeks and increased prices for certain
Paint materials and copper products. The 2.4% rise in price of non-ferrous
metals, including copper and copper products and pig zinc, and higher
quotations for scrap steel were responsible for the 0.3% increase in the
metals and metal products index.

Prices for hides and skins jumped 4% during the week, and leather
prices rose 1.3%. Quotations for cotton textiles averaged 0.6% higher.
The levels for the remaining major commodity groups were practically
unchanged with the individual commodities showing only minor price
fluctuations.

The following tables show (1) index numbers for the main groups of com-~
modivies for the past three weeks, for Aug. 17, 1940 and Sept. 16, 1939
and the percentage changes from a week ago, a month ago, and a year ago; . .
(2) important percentages changes in subgroup indexes from Sept. 7 to

Sept. 14, 1940.
(1926=100)

Percentage Changes to

.| Aug. % .| Sept. 14, 1940 from—

Commodity Groups 7, {31, |1 16, | —————
1940 Sept. 7 Sept. 16

1940 1939

—0.1

-—1.2
—0.4

e
B=S
=k

Hides and leather products.
Textile products
Fuel and lighting materials.
Metals and metal products. -
Bulilding materials
Chemicals & allied products
Housefurnishing goods
Miscellaneous commodities.
Raw materials
Bemi-manufactured articles.
Manufactured commodities.
All commodities other than
farm products
All commodities other than
farm products and foods. .

* No comparable data.

IMPORTAN{' PERCENTAGE CHANGES IN S8UBGROUP INDEXES FROM
SEPT. 7 TO SEPT. 14, 1940

Increases
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Other bullding materials
Motor vehicles

Paint and paint materials
Iron and steel
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Cattle feed
Fruits and vegetables
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Auéust Sales of Department Stores in New York Federal
Reserve District Advanced 14.19, Above Year Ago

Net sales of department stores in the Second (New York)
Federal Reserve District during August advanced 14.1%
above a year ago, it was announced Sept. 17 by the Federal
Reserve Bank of New York. The change in net sales from
February to August was an increase of 2.99% above the same
period last year. Stocks of merchandise on hand in depart-
ment stores at the end of August were 3.9% above the end
of August, 1939,

The apparel stores in the New York Reserve District re-
ported a 16% gain in net sales in August as compared with
a year ago. Stock on hand at the end of the month was
4.8% below last year.

The following is the tabulation issued by the Bank:

DEPARTMENT STORE TRADE IN AUGUST, 1940

Livestock and poultry

Percentage Change from a Year Ago

Locality. Net Sales Stock on
Hand End

of Month

Feb. to Aug.

New York and Brooklyn A +1.4
Buffalo

+
'S

BhO mhHwOHONDDWR

Northern New Jersey..

Bridgeport

Elsehwere*
Northern New York sState. _
Southern New York State.. .
Central New York State
Hudson River Valley District*.
‘Westchester and Stamford. ...
Niagara Falls.

R

=

All department stores* +3.9
Apparel stores —4.8

* Subject to possible revision.

INDEXES OF DEPARTMENT STORE SALES AND STOCKS, SECOND
FEDERAL RESERVE DISTRICT
(1923-25 Average=100)
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July, August,
1940 1940

Sales (average dally), unadjusted : 76
Sales (average dally), seasonally adjuste
Stocks, unadjusted

Stocks, seasonally adjusted.

Electric Output for Week Ended Sept. 14, 1940, 7.9%-
I Above a Year Ago

The Edison Electric. Institute, in its eurrent weekly re-

port, estimated. that production of electricity by the electric

light and power industry of the United States for the week

ended Sept. 14, 1940, was 2,638,634,000 kwh. The current
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week’s output is 7.9% above the output of the corresponding
week of 1939, when the produetion totaled 2,444,371,000
kwh. The output for the week ended Sept. 7, 1940, was
estxmated.to be 2,462,622,000 kwh., an increase of 7.5%
over the like week a year ago. »

PERCENTAGE INCREASE FROM PREVIOUS YEAR

Week Ended | Week Ended | Week Ended
Sept. 7, 1940 | Aug, 31,1940 | Aug. 24,1940

New England 4. . 5.4
Middle Atlantic... . . .
Central Industrial. g

Week Ended

Major Geographic
Regions Sept. 14, 1940

Southern States .
Rocky Mountain
Pacific Coast.

Total United States. . - .
DATA FOR RECENT WEEKS (THOUSANDS OF KILOWATT-HOURS)

Percent

Week Ended 1940 1939 1937 1929

1,615,085
1,689,925
1,699,227
-1,702,501
1,723,428
1,592,075
1,711,625

2,332,216/ 2,113,887
2,256,823
2,264,719
2,285,083
2,300,268
2,077,956
2,324,181
2,294,588
2,341,822
2,325,085
2,333,403
2,367,646
2,354,750
2,357,203
2,289,960
2,444,371
2,448,888
2,469,689
2,465,230

—_———————

Bank Debits for Week Ended Sept. 11, 1940,
Below a Year Ago

Debits to deposit accounts (except interbank accounts),
as reported by banks in leading cities for the week -ended
Sept. 11, aggregated $7,683,000,000. Total debits during the
13 weeks ended Sept. 11 amounted to $101,129,000,000, or 1%
below the total reported for the corresponding period a
year ago.

These fizures are as reported on Sept. 16, 1940, by the
Board of Governors of the Iederal Reserve System.

SUMMARY BY FEDERAL RESERVE DISTRICTS'
(In Millions of Dollars)

2,131,092
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2,280,065! 1,506,219! 1,819,276

17.2%

Week Ended
Sept. 11,
1940

13 Weeks Ended

Federal Reserve District
sept. 13,

Sept. 11,
193! 1940

Sept. 13,
1939

8,505

$101,129

37,425
140 Other leading 54,884
133 Other centers, 8,820

* Centers for which bank debit figures are available back to 1919.
Aiskdnae i
Monthly Indexes of Board of Governors of
Reserve System for August
The Board of Governors of the Federal Reserve System
issued on Sept. 17 its monthly indexes of industrial pro-
duction, - factory employment, &e. In another item in
today’s issue of the “Chronicle” we also give the customary
summary of business conditions in the United States issued
by the Board. The indexes were issued as follows:
BUSINESS INDEXES

(1935-39 Average==100 for Industrial Production)
(1923-25 Average=100 for All Other Series)

$102,304
53,016
8,192

Federal

Adjusted for
Seasonal Vartation

Withowt
Seasonal Adjustment
July,

Aug.,
1940

p123

Aug.,
1939

Aug.,

Industrial production, total
Manufactures, total-.-

All other
Factory employment, total.

00ds.
Non-durable gdods
Freight-car loadings, total.
Miscellaneous
Department store sales, value. ..
Department store stocks, value

* Data not yet available. p Preliminary.
Note—Production, carloadings and department store sales indexes based on daily

Averages.
Construction contract indexes based on three-month moving averages, centered at
second month, of F. W. Dodge data for 37 Eastern States. ‘To convert indexes to

I A
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value figures, shown in Federal Reserve Chart Book, multiply total by $410,269,000,
residential by $184,137,000, and all other by $226,132,000.
Employment index, without seasonal adjustment, and payrolls index compiled
by Bureau of Labor Statistics. .
INDUSTRIAL PRODUCTION
(1935-1939 Average=—100)

Without
Seasonal Adjustment

July,
1940

Adjusted for
Seasonal Variation

July,

Aug.,
1939

Aug.,
1940

Auyg.,
1939

Aug.,

Durable Manufactures

Machinery
‘Transportation equipmel
Automobliles.

Lumber and products
Lumber..ccoecemammem -

Stone, clay and glass products,
Polished plate glass

Non-durable Manufactures

‘Textile and products. ...------ P

Cotton consumption.

Rayon deliveries.._

8l1k deliveries
Leather and products
Manufactured food products.

‘Wheat flour

Cane sugar meltings.

Meat packing
Paper and products

Printing and publishing. -
Newsprint consumption.... .
Petroleum and coal products_
- Beehive coke

Rubber products. ..
Rubber consumption

Minerals

p112

P83
p112
p179

308
134
122 116

* Data not yet available. 2 Preliminary or estimated, 7 Reviged.
—————————

Bituminous coal.
Anthracite. . ...
Crude petroleum.

Summary of Business Conditions in United States by
Board of Governors of Federal Reserve System—
Production and Employment in August Showed
Further Rise :

The Board of Governors of the Federal Reserve System
announced on Sept. 18 that production and employment in
August showed a further rise from the level maintained in
June and July and distribution to consumers also increased.
This was reported in the Board’s summary of general
business and financial eonditions, based upon statistics for
August and the first half of September. It was also pointed
out that prices of industrial materials were gsomewhat higher
in the middle of September than a month earlier. The
Board’s summary went on to say: '

Industrial Production

The Federal Reserve index of industrial production is estimated at 123
in August as compared with 121 in June and July and 111, the low point
for the year, in April. This rise has reflected chiefly the direct and indirect
effects of the defense program on industries producing durable goods and
textiles. Steel production rose further in August as new orders for steel
continued in large volume, and for the month as a whole mills operated at
909% of capacity. Following a temporary decline over the Labor Day week,
the rate of output advanced to 93 % of capacity in the third week of Septem-
ber. In most branches of the machinery industries activity showed a con-
tinued expansion in August and there were further gharp increases in ship-
building and the manufacture of aircraft. With the growth in production of
finished durable goods, consumption of nonferrous metals advanced to the
highest levels since last winter.

Output of automobiles was in small volume in August owing to the
seasonal change-over to 1941 model cars. The low point in production was
reached early in August; there was a gradual rise later in that month fol-
lowed by a sharp advance in the first two weeks of September as most
companies began volume production on new models, Lumber production,
which had declined in July, rose considerably in August.

Textile mill activity continued to increase in August and was at the highest
level since last January. Cotton consumption advanced considerably further
and silk deliveries rose from the small volume of recent months. Activity at
wool textile mills increased seasonally, following a sharp rise in July, while
at rayon mills activity showed a less than seasonal increase but continued
at a high level.

Mining of bituminous coal in August was maintained in large volume for
the season, while production of anthracite declined. Output of crude
petroleum declined somewhat further.

Value of new construction work undertaken in August was av about the
same level as in July, according to reports of the F. W. Dodge Corp. and
the Federal Reserve Bank of San Francisco. The volume of contracts for
public projects continued unusually large and the amount of new private
work started was larger than in July. Residential building was at the highest
level in recent years, on a seasonally adjusted basis, reflecting further
increases in both private and public contracts.

Distribution

Distribution of commodities to consumers increased considerably from
July to August. Sales at department stores and by mail order houses showed
a sharp rise and there was a less than seasonal decline in variety store sales.
In the early part of September department store sales continued to increase.

Freight-car loadings advanced from July to August when little change is
usual. Shipments of coal and miscellaneous freight increased while loadings
of grain showed more than a seasonal decitine.
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Commodity Prices

Prices of several industrial materials, including copper, zinc, steel scrap.
lumber, hides, and print cloth, advanced somewhat from the middle of
August to the middle of September and, owing partly to seasonal develop-
ments, prices of foodstuffs were also higher. Prices of most other com-
modities showed little change in this period, although some DPaper items
were reduced and several new models of automobiles were announced at
advanced prices.

’ Agriculture

Production prospects for most major crops increased during August,
according to the Department of Agriculture. On the basis of Sept. 1 con-
ditions the cotton crop was estimated at 12,772,000 bales, about 1,340,000
bales more than was indicated at the beginning of August. Preliminary
estimates by the Department indicate that cash farm income, including
Government payments, will be about $8,900,000,000 for the calendar year
1940 as compared with $8,54(.000,000 last year.

Bank Cred it

Commercial loans increased somewhat at banks in New York City and
in 100 other leading cities during the four weeks ended Sept. 11, while
their holdings of investments showed little change.

United States Government Securily Prices

United States Government security prices increased in the last half of
August and the first week in September and were steady in the second week

in September.
————

Report of Lumber Movement, Week Ended Sept.7, 1940

Lumber production during the holiday week ended Sept. 7,
1940, was 129 less than in the previous week; shipments
were 14% less; new business, 7% less, according to reports
to the National Lumber Manufacturers  Association from
regional associations covering the operations of representa-
tive hardwood and softwood mills, Shipments were 7%
above production ; new orders, 329, above production. Com-
pared with the corresponding week of 1939 (also including
the holiday), production was 69, greater, shipments 119,
greater, and new business 25% greater. The industry stood
at 72% of the seasonal weekly average of 1929 production
and 8% of average 1929 shipments. The Association fur-
ther reported :

Year-to-Date Comparisons

Reported production for the 36 weeks of 1940 to date was 79 above
corresponding weeks. of 1939 ; shipments were 6% above the shipments,
and new orders were 8% above the orders of the 1939 period. For the 36
weeks of 1940 to date, wew business was 9% above production and ghip-
ments were 4% above production.

Supply and Demand Comparisons

The ratio of unfilled orders to gross stocks was 29% on Sept. 7, 1940,
compared with 22% a year ago. Unfilled orders were 349, greater than a
year ago; gross stocks were 29 less.

Softwoods and Hardwoods

During the weck ended Sept, 7, 1940, 472 mills produced 227,100,000 feet
of softwoods and hardwoods combined ; shipped 243,509,000 feet; booked
orders of 300,083,000 fect. Revised figures for the preceding week were:
Mills, 480; production, 259,518,000 fect; shipments, 282,502,000 feet ;
orders, 323,874,000 feet. ’

Lumber orders reported for the week ended Sept. 7, 1940, by 393 soft-
wood mills tetaled 289,866,000 feet, or 83% above the production of the
same mills. Shipments as reported for the same week were 233,636,000
feet, or 7% above production. Production was 218,024,000 feet. Reports
from 94 hardwood mills give new business as 10,217,000 feet, or 13% above
production. Shipments as reported for the same week were 9,873,000 feet,
or 9% ahove production. Production was 9,076,000 feet.

Identical Mill Comparisons

Production during week ended Scpt. 7, 1940, of 383 identical softwood
mills was 215,774,000 feet, and a year ago it was 202,986,000 feet; ship-
ments were, respectively, 231,955,060 feet and 208,572,000 feet, and orders
received, 287,673,000 feet and 230,352,000 feet, In the case of hardwoods,
75 identical mills reported production this year and a year ago 6,654,000
feet and 7,529.000 feet; shipments, 8,025,000 feet and 7,590,000 feet, and
orders, 7,838,000 feet and 6,852,000 feet,

S
3,830,636 Tons of Sugar Delivered in First Seven
Months of 1940, Reports AAA

On Sept. 11 the Sugar Division of the Agricultural Adjust-
ment Administration issued its monthly statistical statement
covering the first seven months of 1940, consolidating re-
ports obtained from cane sugar refiners, beet sugar proces-
sors, importers, and others. Total deliveries of sugar dur-
ing the period January-July, 1940, amounted to 3,830,636
short tons, raw value, compared with 3,614,103 tons during
the corresponding period last year. The Division’s report
continued : 4

Distribution of sugar in continental United States during the first seven
months of 1940, in short tons, raw value, was as follows:

Raw sugar by refiners (Table 1)

Refined sugar by refiners (Tabl

Beet sugar processors (Table 2)

Importers of direct consumption sugar (Table 3)..
Mainland cane mills for direct consumption (Table 4) .

4,908
2.434.768
891,261
444,938
54,761

- 3,830,636
The distribution of eugar. for local consumption in the Territdry of
Hawaii for the first seven months of 1940 was 20,142 tons, and in Puerto
Itico it was 41,279 tons (Table 5).
' Stocks of sugar on hand July 31, 1940, and comparative figures for
1939, in chort tons, raw value, not including raws for processing held by
importers other than refiners, were as follows:

1940

572,004
442,633
529,917
173,212

19,615

1,737,381

1939

396,196
464,205
728,944
177,418

25,040

1,791,803

Refiners’ raw.

Refiners’ refine

Beet sugar factories =
Importers’ direct-consum
Mainland cane factories. .
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These data werz obtained in the administration of the Sugar Act of 1937,
The statement of charges against the 1940 sugar quotas during January-July
was made public on Aug. 7. (This report was given in our issue of
Aug. 17, page 934,—Ed.)

TABLE 1—RAW SUGAR: REFINERS' STOCKR, RECEIPTS, MELTINGS,
AND DELIVERIES FOR DIRECT CONSUMPTION FOR JANUARY-

JULY, 1940
(In Short Tons, Raw Value)

Deltvertes
Jor Direct
Consumption

Lost
by Fire,
&c.

Stocks on
Jan. 1,
1940

Stocks on
Source of Supply Recetpts | Meltings 11{154%1,

250,845(1,147,609(1,074,315
46,212
37,187
17,902
117,162

0
9,397
0

1,485
543,314 1,074
358,658 229
421,844 66
226,611 2,054
0 0
38,174 0
- 95 0
478,705'2,761,243/2,663,0111 4,908 25 | 572,004
Complled in the Sugar Division from reports submitted by sugar refineries on
Form 88-15 A,

TABLE 2—8TOCKS, PRODUCTION, AND DELIVERIES OF CANE AND
BEET SUGAR BY UNITED STATES REFINERS AND PROCESSORS
JANUARY-JULY, 1940 |

(In Short Tons, Raw Value)

322,631
561,345
381,386
508,786
128,063

0
33,959
95

Philippines_ . ____..
Continental raws. . _
Virgin Islands
Other countries. ...
Miscellaneous.

»N
ocooNnOoooOw

Domestic Beet
Factories

1,351,886
69,292

Refineries a

355,600
2,665,708 |

b2,578,675

442,633

Initial 8tocks of refined, Jan, 1, 1940
Production

Deliveries ©891,261
Final stocks of refined, July 31, 1940 529,917

Complled by the SBugar Division from reports submitted on Forms SS-16 A and
88-11C by the sugar refineries and beet sugar factories,

a The refineries’ figures are converted to raw value by using the factor 1 061725,
which 18 the ratio of meltings of raw sugar to refined sugar produced during the
years 1938 and 1939,

b Deliveries include sugar delivered against sales for export. The Department
of Commerce reports that exports of refined sugar amounted to 143,907 short tons,
raw value, during the period January-July, 1940, :

¢ Larger than actual deliveries by a small amount representing losses in transits
through processings, &ec.

TABLE 3—STOCKS, RECEIPTS, AND DELIVERIES OF DIRECT-CON"~

SUMPTION SUGAR, FROM SPECIFIED AREAS, JANUARY-JULY®
1940

(In Short Tons, Raw Value)

Stocks on Delireries | Stocks on
July 31,
194

940
*97,008
32

Source of Supply Receipts

or
Usage
282,652
4,716
11,313 125,353 58,415
11,517 31,815 17,737
0 0 0

China and Hongkong.. . 0 110 0
Other foreign areas 0 292 0

112,773 444 938 173.212

Complled in the Sugar Division from reports and information submitted by
importers and distributors of direct-consumption sugar on Forms S8-15 B and 883,
* Includes sugar in bond. ;
TABLE 4—MAINLAND CANE MILLS' STOCKS, PRODUCTION, AND
DELIVERIES, JANUARY-JULY, 1940
(In Ehort Tons, Raw Value)

289,855
4,610
172,455

*89,805
138

Stocks on Jan, 1, 1940 !
Production i
Deliveries—For direct consumptio; il
For further processing --- 125,647
Stocks on July 31, 1940 19,615

TABLE 5—DISTRIBUTION OF SUGAR FOR LOCAL CONSUMPTION IN
THE TERRITORY OF HAWAIL AND PUERIO RICO, JANUARY-

JULY, 1940 -
(In Short Tons, Raw Value)

160,818
39.207
54,761

Territory of Hawali

Puerto Rico 41,279

—_——

Farm Product Prices Make Small Advance in Mic”
August, Says Agricultural Marketing Service

Prices of farm products at country markets on Aug. 15
averaged one point higher than at mid-J uly, the Agricultural
Marketing Service reported on Aug. 29, with increases in
dairy .and poultry prices more than offsetting declines in
the prices of grain, cotton, and fruit. At 96%- of the
August, 1909-July, 1914, level, farm product prices averaged
eight points higher than on Aug, 15 of last year, but only
76% of parity with prices paid, interest, and taxes. The
announcement continued : g

Grain and cotton price indexes declined two and three points, respec-
tively, during the month, while the animal and animal product indexes
were unchanged to higher. Meat animals in mid-August sold at 1109,
of the 1910-14 level, the same as a month carlier. Dairy and poultry
products rose four and two points, respectively, as supplies decreased
seagonally. Fruit prices were lower.

Mid-August prices of all product groups other than chickens and eggs
averaged higher than a year ago. At 90% of the August, 1909-July, 1914,
level, chicken and egg prices averaged the same as a year ago. But
cotton and cottonseed prices were up 6 points; fruit, 9; meat animals, 9;
dairy products, 9; grains, 12, and iruck crops, 13.

Prices Paid by Farmers Unchanged

The index of prices paid by farmers for commodities, at 122%, was
the same as last month, but was three points higher than a year earlier.
The Aug. 15 index, including interest and taxes, was 127% compared
with 127% on July 15, and 125% on Aug. 15, 1939. -

The ratio of prices received to prices paid on Aug. 15 was up one
point from a month eariier at 79%. Last year the ratio was only 74.

Cotton Prices Lower

Cotton prices declined nearly a third of a cent to 9.23c. per pound.
Wheat prices, showing a tendency to level off about Aug. 15, stcod at
60.1c. per bushel on that date—a decline of 1.3c. from July. Corn
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p.rices. for the first time since 1937, averaged higher than wheat. At
63.1c. per bushel, corn prices showed less than lzc. change from the
level established four montbs ago. . . .

Small Grain Prices Higher in 1939

- lbnformaticn available after the close of the 1939 crop marketing season
indicates that farmers received higher prices for the 1939 crops of most
small grains than a year earlier. Prices advanced sharply in September,
1_‘939, when the war began in Europe, and continued above or near these
b(—ptember levels for most items until June of this year. Season average
prices of flaxseed were slightly lower in 1939 than in 1938.

—

Secretary of Labor Perkins Reports 130,000 More
Workers Employed in Non-Agricultural Industries
Between Mid-June and Mid-July—July Estimate
is Highest Reached This Year and About 1,000,000
Greater Than Year Ago—WPA Employment In-
creased by 68,000 Persons

More than 130,000 additional workers found employment
in non-agricultural industries between mid-June and mid-
July, Secretary of Labor Frances Perkins reported on
Aug. 23. “The July estimate of 35,600,000 workers in non-
agricultural occupations is the maximum reached this year
and is about 1,000,000 greater than in the corresponding
month of last year,” she said. Miss Perkins continued:

Employment on private and public building construction continued to rise
in July, about 75,000 more workers being employed than in the preceding
month. Transportation and public utility companies added 30,000 workers
to their staffs, the major portion of which gain was on steam railroads.
A net gain of 7,000 workers was reported in the group of mining indus-
tries, and factories added about 5,000 workers to their payrolls. Seasonal
summer recessions in retail trade activity resulted in net decline of
than 75,000 workers in wholesale and retail trade, and a negligible loss
was reported in the group of finance, service and miscellaneous industries.

The gain of 0.1%, or about 5,000 workers, in manufacturing industries,
while not pronounced, was noteworthy in that factory employment usually
declines by about 81,000 workers from June to July. This contra-
scasonal gain was due in large measure to continued expansion in the war-
materials industries. Aircraft firms took on an additional 7,000 workers, in
July, shipbuilding companies, 4,700, and plants manufacturing engines,
2,100 workers. Machine tool plants added 1,600 workers to their forces,
and firms manufacturing aluminum products and explosives took on nearly
1,000 additional workers,

Other manufacturing industries stimulated directly or indirectly by
Government cr war orders were iron and steel, with an increase of more
than 20,000 =mployees ; woolen and worsted goods, 14,500 ; shoes, 13,800 ;
men’s clothing, 8,600, and cotton goods, 5,800. The approach of peak
reason operations in the canning industry was reflected in the gain of
29,800 workers, which was less than the usual seasonal expansion. Larger-
than-seasonal gains, however, were reported in slaughtering and meat
packing (3,800), radios and phonographs (3,000), and book and job print-
ing (2,700). .

While gains in employment were reported in 52 of the 90 manufacturing
industries surveyed, the losses in the remaining industries, particularly
automobiles #nd women’s clothing, virtually offset the employment in-
crease, - In most years these seasonal decreases are so large as to result
in a net loss in manufacturing employment. There were more than 90,000
fewer workers employed in the automobile and parts plants in July than
in the preceding month, the earlier change-over for models this year
resulting in a sharper decline than is customarily experienced. Although
nearly 15,000 fewer workerz were employed in women’s clothing factories
in July, this decline was not as marked as usual for this season. Other
industries in which substantial reductions in forces were reported in July
included newspapers, wire-work, millinery, shirts and collars, agricultural
implements, and cigars and cigarettes.

The increase in factory employment was accompanied by a decline of
1.5%, or about $2,900,000 weekly in fictory payrolls. July payrolls are
normally reduced by shut-downs for inventory and repairs, and the observ-
ance of he July 4th holiday. The current payroll decline, however, is not
28 great as the expected seasonal reduction of 8.7%, or $6,900,000.

Wage-rate increases affecting more than 35,000 factory wage earners
were reported in July Ly 207 cooperating establishments. The industries
in which the greatest numbers of workers were affected were, elcctrical
machinery (11,700), shipbuilding (2,900), paper and pulp (2,800), and
steel (1,800). As the Bureau’s survey does mot cover all establishments
in an industry, and some firms may have failed to report wage changes,
the above numbers should not be construed to represent the total mumber
of wage changes occurring’in manufacturing industries.

Employment in the private building construction industry increased
5.3% from June to July, and weekly payrolls rose 4.6%. The greater-
than-seasonal employment increases registered in each of tlie previous three
months were continued, the current month’s gain being substantially larger
than the 1.4% increase from June to July, 1939, and the 1.7% average
gain of the 1932-39 period. Employment in July, 1940, was 10.1% above
july, 1939, and payrolls were 13.1% above the level of a year ago. In-
creases in private construction were general throughout the country, eight
oi the nine geographic divisions reporting increased employment. In the
Mountain States employment declined slightly, following the marked
increases in previous months.

The Labor Department’s announcement also reported the
following : | =g

The changes in emplcyment and payrolls over the month for the nine
geographic divisions were as follows:

Employment
Percent Change from
June, 1940

Pay Rolls
Percent Chanae from
June, 1940

Area
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14.7% ; crnamental metalwork, 6.7%, and building insulation, 7.5%.
Brick and stone contractors reported employment declines of 6.8% ; paint-
ing contractors, 4.83%, and glazing contractors, 6.7%.

In the group of mining industries, anthracite and bituminous coal
mines both reported contraseasonal gains of 1.4%. . Payrolls in anthracite
mines, however, declined sharply from mid-June to mid-July, due in part
to the July 4th c¢hutdown, while in the bituminous mines payrolls regis-
tered a greater increase than empioyment, reflecting increased industrial
demands. A slight gain of 0.5% in metal mines, which continued the
employment gains of the last three months, was accompanied by a 5.1%
loss in payrolls, which occurred principally in the non-ferrous mines.
Fmployment in quarries and non-metallic mines and in crude petroleum
producing remained virtually unchanged, decreases of one-tenth of 1%
being reported in each industry. Employment in the telephone and tele-
graph, and in the electric light and power industries increased 1.4%,
continuing the gains reported each month since the early part of this
year, while the number of employees on street railways and buses remained
unchanged from the preceding month.

Seasonal losses in employment were reported in year-round hotels and
dveing and cleaning plants, reflecting customary midsummer curtailment.
Brokerage houses reduced their personnel by 1.5%, while insurance com-
panies reported a small ircrease in employment, 0.7%. In retail trade
the employment decline of 2.7% from June to July reflected the usual
midsummer trend. Department stores curtailed employment by 8.5% ;
women’s apparel stores, 15.8% ; shoes stores, 14.1%; men’s and boy’s
ciothing, 11.8%, and family clothing, 9.4%. Among the few retail lines
reporting increased employment were dealers in milk and other dairy
products, automotive suplies, lumber and building materials, plumbing and
heating equipment, cigars, drugs, and ice.

Enmployment in*wholesale trade remained virtually unchanged between
mid-June and mid-July, the increase amounting to 0.2%. Among the
more pronounced percentage increases in employment were 4.4% in hard-
ware, 3.7% in iron and steel scrap, 1.5% in plumbing and heating equip-
ment and supplies, 1.4% in metals and minerals, and 1.1% in lumber
and building materials. Increases of 1% or less were reported in such
important lines as food, groceries, petroleum products, automotive products,
chemicals and drugs, and electrical supplies. Reductions in employment
were reported by dealers in dry goods and apparel (0.7%), machinery,
equipment and supplies (0.2%), furniture and furnishing (0.1%), while
wholesalers of farm products reduced their forces seasonally by 8.1% and
assemblers and country buyers by 10.9%.

The Army increased by 35,000 and the Navy by 7,000. Increases in
the workers employed in arsenals and navy yards accounted for over
6,500. The total of all Federal, State and local government increased by
95,000 workers,

There were substantial variations in the movement of employment from
June to July by States. Declines were noted in about a dozen States,
but were small in all cases but Michigan, where the decline of 70,000
reflected the seasonal reduction in employment in the automobile industry.
‘Increases were general in the New England, Mountain, and Pacific Divisions,
with most of the States in the Test of the country showing relatively little
change. There were a number of scaftered exceptions, however, and the
pattern as a whole was decidedly irregular.

Employment continued at higher levels than last year in all divisions
and in almost all States. The largest increases over the year, both in
number and in percentuge terms, were in the Middle Atlantic and East
North Central Divisions.

Employment on Federal and Other Public Programs

The rteturn of approximately 68,000 persons to jobs on work relief
projects operated by the Work Projects Administration brought employment
on these projects up to 1,651,000 for the month of July. The number at
work, however, was 493,000 less than in July, 1939. Payroll disbursements
for the month amounted to $94,200,000. Employment on Federal agency
projects under the WPA decreased 4,000 in July, leaving 108,000 persons
at work. ’ 2

The number of workers employed on the out-of-school work program of
the National Youth Administration declined 86,000 in July. Because of
the end of the school year in June, the student work program was in-
operative in July.

Sizable gaing on public road, ship construction, and dredging projects
brought employment on construction projects financed from regular Fed-
eral appropriations up to 323,000 for the month ending July 15. This
represents an increase of 23,000 over the preceding month.

Employment on construction projects financed by the PWA continued to
decline with a further drop of 13,000 in the month ending July 15. Con-
tractors on low-rent projects of the United States Housing Authority em-
rloyed an additionat 1,000 building-trades workers in the same period.
Preliminary figures indicate that State-financed road projects furnished
employment to 210,000 men in July, an increase of 20,000 over June.

As a vesult of the beginning of an enlistment period, the number of
persons at work in camps of the Civilian Conservation Corps rose from
283,000 in June to 318,000 in July. Payroll disbursements for the month
were $14,205,000.

During the month ending July 15 material orders placed on construction
projects financed by the PWA amounted to $12,000,000. On construction
projects financed from rtegular Federal appropriations material orders
totaled $46,000,000 and on Federal agency projects under the WPA the
amount was $715,000. Materials valued at $7,1750,000 were ordered by
contractors on low-rent projects of the USHA.

EMPLOYMENT AND PAYROTLLS ON PROJECTS FINANCED WHOLLY OR
PARTIALLY FROM FEDERAL FUNDS AND ON ROADS FINANCED
FROM STATE FUNDS, JULY, 1940

(Figures in Thousands)

Employment Payrolls

Change from

Change from

July,
July, | 1940
1939 a

July,
1940 - | June,
a 1940

June,
1940

July,
1939

Construction Profects—

3 $ $
Financed by PWA.b.ceomeeen o 79| —13| ~—195| 7,930(—1,375(-15,147

+4.9
+1.7
+9.8
—30

+19.1
—18

New England States

Middle Atlantic States. .
East North Central States._ .
West North Central States.
South Atlantic States

East South Central States__..
West South Central States.
Mountain States —2.1
Pacific States +6.5

General contractors increased employment by 7.2%, while special trades
contractors registered a 2.5% gain. . The more pronounced employment
gains in the special trades group were in plastering, 9.6% ; tile and
terrazo contracting, 8.4% : plumbing, 6.29% ; structural steel erection,

+
<
o

[+ e+Es
WNNOOON

DWW WO =;

+
=]
o

p:/ffraser.stlouisfed.org/

F d by regular Federal a|
propriatl C.. 323
U. 8. Housing Authority.b....-. 51 +1
WPA Program—
Federal Agency projects under
the WPA_b. - 108,
Projects oper. by the WPA.d..._| 1,651
NYA Projects—
Student work program.d.......| ----
Out-of-school work progfam.d... 188
Civilian Conservation Corps.e. ... 318
State roads. fooeecceecoenmemanan 210

a Preliminary. b Employment figures are maximum number for the months
ended June 15 and July 15. ¢ Employment figures, except for Federal-ald road

35,608| +3,789| +9,832

+58
5,100| +145|+3,674

+38

4,377 —766/—1,681
94,200|—2,345|-25,437

—4| —62
+68| —493
T —
—86| —19
+35 —4
+20/  +64

14,205
14,714+ 1,264
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-projects, are maximum number for the months ended June 15 and July 15. Employ-~
ment and payrolls on Federal-aid roads for the calendar month ended July 31 are
estimated. d Figures are for the calendar months ended June 30 and July 31.
e Figures on employment are for the last day of the month; payrolls for the entire
month. f Employment and payrolls for the month ended July 31 are estimated.

EWATES OF TOTAL NON-AGRICULTURAL EMPLOYMENT

! ' Change
July, 1940 Change July 1939
(Prelim~ |June, 1940 Juneto | July, 1939 0

inary) July 1940 July 1940

Total non-agricultural em-

ployment. .
Emp:a{:l“esl:agﬂshme:;l.-_ 29,477,000(29,341,000| +136,000/28,436,000| 4-1041,000

Manuf; ing 9,539,000| 9,634,000 +5,000| 9,033,000+ 506,000

Mining - - - o oo oo ZIIZTI| Ts45000| 838,000 +7,000] '787,000| +58.000

Construction.. -« v o oveaa.-| 1,393,000 1,317,000\ 476,000 1,388,000( - 5,000

Transportation and public 2,091,000] +31,000 486,000

Trad 6,174,000 —77,000| 5,992.000|+ 105,000

Finance, service and misc. | 4,213,000] 4,214,000 —1,000| 4,174,000| 39,000

Federal, State and local

govt., incl, armed forces| 4,368,000] 4,273,000/ +95,000/ 4,126,000 4-242,000

Estimates of “Total Non-Agricultural Employment,” given on the first
line of the above table, represent the estimated total number of persons
engaged in gainful work in the United States in non-agricultural industries,
including proprietors and firma members, self-employed persons, casual
workers, and domestic servants. The series for “Employees in Non-Agri-
cultural Establishments” is limited to employees only and does not include
proprictors, self-employed persons, domestic servants or casual workers,
Neither aet of figures includes persons employed on WPA or NYA projects
or enrollees in CCC camps. 'The estimates for “Employees in Non-Agri-
cultural Establishments” are shown separately for each of seven major
industry groups. Tables giving figures for each group, by months, for
the period from January, 1929, to date are available on request.

The figures represent the number of persons working at any time during
the week ending nearest the middle of each month. The totals for the
United States have been adjusted to conform to the figures shown by the
1930 Census of Occupations for the number of non-agricultural “gainful
workers” less the number shown to have been unemployed for one week
or more at the time of the Census.

Indexes of employmernt and payrolls for all manufacturing industries
combined, Class I steam railroads, and for those nmon-manufacturing indus-
tries for which information is available, are shown below for July, 1940,
with percéntage changes from June, 1940, and July, 1939. The three-year
average, 1923-25, is used as a base in computing the indexes for the
manufacturing industries and Class I steam railroads. For the other non-
manufaciuring industries information for years prior to 1929 is not avail-
able from the Burcau’s records, and the 12-month average for 1929 is used
ag a base in computing the index numbers. These indexes are not adjusted
for seasonal variation.

35,617,000(35,485,000) +132,000/34,579,000( +1038000

Sept. 21, 1940

The data for manufacturing, mining, building’ construction, laundries,
and dyeing and cleaning cover wage earners only ; those for railroads cover
all employees, while the data for water transportation cover employees on
vessels of 1,000 gross tons or over in deep-sea trades only. The data for
other industries exclude proprictors and firm members, corporation officers,
executives, and others whose work is mainly supervisory.

Employment Payrolls
% Change from—

% Change from—

June, June, July,
1940 1940 1939

(1923-25=100)
Manufacturing.
Class I steam rallroads.b. ...

(1929=100)
Trade—Wholesale. ..ouannn
Food products.........
Groceries & food spec'ies
Dry goods and apparel. .
Mach., equip. & supplies

Farm products
Petrol. & petrol. prod'ts
(incl. bulk tank sta’'ns)
AutomotiVe. o veemeeenn
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Apparel -
Furniture & furnishings.

. Automotive
Lumber & bldg. mat'ls. .

Public utilities—
Telephone and telegraph..
Electric light and power... .
Street rallways & buses.f.
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Brokerage ...

Bulilding construction. c
Water transportation h80.5
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# Preliminary. a Revised series—adjusted to 1937 Census of Manufactures,
b Bource: Interstate Commerce Commission. ¢ Not avallable. d Less than one-
tenth of 1%. e Revised serles—Retail trade indexes adjusted to 1935 Census,
public utility indexes to 1937 Census. f Covers street rallways and trolleys and
motor-bus operations of subsidiary, affillated and successor companies. g Cash
payments only; value of board, room and tips cannot be computed. h Based on
estimates prepared by the United States Maritime Commission.

INDEX NUMBERS OF EMPLOYMENT AND PAY ROLLS OF WAGE EARNERS IN MANUFACTURING INDUSTRIES—ADJUSTED TO 1937 CENSU
OF MANUFACTURES (Three-Year Average 1923-25=100.0)

Employment Payrolls

Manufacturing Industries
*July, ¢ June, | July, June,
1940 | 1940 | 1939 1940 1940

Employment Payrolls

Manufacturing Industries
June, , July, | *July, , June,
1939 1940

Durable Goods
Iron and steel and their products,
not including machinery.... . 103.7 | 89.7
Blast furnaces, steel works an
rolling mills. ... » 114.3 95.3
Bolts, nuts, washers and rivets.
Cast-iron pipe.
Cutlery (not incl. sliver and
plated cutlery) & edge tools..
Forgings, iron and steel

Plumbers' supplies

Stamped and enameled ware. ...

Bteam and hot water heatl
apparatus & steam fittings..

21 010 SR,

Structural & ornamental metal-
work

Tin cans and other tinware....

Tools (not incl. edge tools, ma-
chine tools, files and 8aws)..

WIrework . ue ceeaaa PR vne

Machinery, not incl, transporta-

tion equipment

Agrieultural implements, (inol.
tractors) -

Cash registers, adding mach's
and calculating machines_...

Electrical machinery, apparatus
and supplies

Engines, turbines, water wheels
and windmills

Foundry & machine shop prods.

Machine tolls

Radios and phonographs

Textile machinery and parts...

Typewriters and parts

Tral tation ec
ARl o o oo m o venspanwanums
Automobiles
Cars, electric & steam rallroad.

Shipbuilding
Nonferrous metals and thelr prod.
Al manufactures
Brass, bronze and copper prods.
Clocks and watches and time-
recording devices
JOWELY eucnonnanicannsrmone
Liehtt 2
guv?{lwa.re a(:]\d plated ware..__
- Smelting and retining—copper,
lead and zine

-
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Stone, clay and giass products...
Brick, tile and terra cotta..
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Marble, granite, slate and other
products. cameceann
Pottery....

Sw CowS
SL ~eo&H

Non-durable Goods
Tenltl)ert; and their products. .....

97.
90
73
Cotton/goods 85
Cotton small wares
Dyeing and finishing textiles_
gats. fur-felt
08

79.
119
90.

-

9
9
.8
7
2
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Knitted outerwear.

Knitted underwear.

Knit cloth

Sllk and rayon goods

Woolen and worsted goods..
Wearing apparel..... SR
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Corsets and allled garments...

Men'’s furnishings

Milling

Shirts and collars....
Leather and its manufactures..

R
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((;:anglnx and preserving
0 ery... .

=

Slaughtering and meat packing
Sugar, beet
Sugar refining, cane
Tobacco manutactures
Chewing and smoking tobacco

o o
Su=tac: ha

Newspapers and periodicals
Chemical, petroleum and coal
products
Petroleum re:
Other than petroleum refining.
Chemicals

8
£

Rubber tires and inner tubes...
Rubber goods, other., .. cceua.
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Summary
All Indi fes.

Durable goods
Non-durable goods,
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August Newsprint Production and Shipments in
| Canada Declined from July Level

Canadian newsprint production in August amounted to
316,607 tons, and shipments to 332,234 tons, compared with
fl}e record output in July of 832,689 tons and shipments of
337,508 tons, according to figures issued by the Newsprint
i&ssociatio_n of Canada and contained in the Montreal

Gazette” of Sept. 13. It is pointed out that since August
had one more working day, the operating rate showed the
relatively sharp drop of 7.6 points to 83.2% of capacity.
The paper quoted also had the following to say about the
figures:

The month's shipments represented 87,3% of capacity, against 92.1% in
July, 59.6% a year ago. In production the gain over 1939 was 83.6%, in
shipments 48.1%.

Break-down of Canadian shipment figures shows an increase as compared
with a year ago of some 63,600 tons in sales to United States customers,
which in August took 232,281 tons. as compared with 168,645 tons a
year ago, while shipments to overseas markets at 84,206 tons were more
than doubled and at a new high record. Shipments to domestic customers
were higher by scme 1,500 tons at 15,977 toms.

Production and shipments by United States mills were maintained at
levels moderately above a year ago. Newfoundland’s output was slightly
higher than July at 81,724 tons, but as that country’s shipments to over-
seas markets fell from 30,542 tons in July to 11,518 tons in August and
shipments to United States customers fell from 14,126 to 12,123 tons the
result was a reduction in total shipments by more than 21,000 tons, the
month’s total of 23,682 tons being the lightest since last February.

For the eight months Canadian production at 2,291,283 tons was higher
by 26.8%, while shipments rose by 31.7¢% to 2,300,662 tons, exceeding
output by about 9,400 tons, against a production excess a year ago of
53,200 tons.

RO AU

Weekly Statistics of Paperboard Industry

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

The members of this Association represent 93% of the
total industry, and its program includes a statement each
week from each member of the orders and production, and
also a figure which indicates the activity of the mill based
on the time operated. These figures are advanced to equal
1009, so that they represent the total industry.
STATISTICAL REPORTS—ORDERS, PRODUCTION, MILL ACTIVITY

Unfilled

Orders Orders Percent of Activity

The Commercial & Financial Chronicle
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latest available .data which indicate unusually heavy with-
drawals .of loan corn for feeding to livestock, the corn
carryover as of QOct. 1, 1940, is estimated at 600,000,000
bushels. This is the largest carryover on record, comparing
with the 10-year average for 1929-38 of 212,000,000 bushels.
The crop and carryover estimates indicate a total corn
supply for the 1940-41 marketing year of 2,897,000,000
bushels. This supply is less than the 1940 marketing quota
level, which has been determined as 2,930,000,000 bushels.
A supply above this level would have required the holding
of a referendum of corn producers to determine whether or
not marketing quotas should be effective on corn marketed
during the coming season. The Agriculture Department’s
announcement continued:

The marketing quota level was determined with regard both to the
probable effects of the present international situation and to the *con-
sumer safegnard’” clause of the Agricultural Adjustment Act, which pro-
vides that a food and fiber supp.y avout equal to that of the 1920-29
period be maintained as a protectica to consumers. '

High participation in the 1940 AAA corn program was the principal
factor in holding corn supplies within the marketing quota level, although
1940 was the fourti consecutive year of above-average yields. The total
acreage planted to corn was about 88,000,000 acres, well within the AAA
acreage goal of 83,000,000 to 90,000,000 acres. The 1940 acreage is about
139 below the average national corn acreage of the 1929-38 period. Corn
production in 1940, on the basis of the September estimate, is about 129%
less than in 1939, but only about 2,000,000 bushels less than the 1929-38
aver;g:b The crop is about 4% above the AAA corn production goal
for 5

By holding more than a normal amcunt of corn in the Ever-Normal
Granary under corn loans, farmers have been able to make this adjustment
in corn acreage and production and devote larger acreages to soil conserving
crops. At the same time they have maintained supplies adequate to meet
emergencies and have avoided the price-depressing effects of excess market
supplies. .

The corn marketing quota level, as defined in the Agricultural Adjust-
ment Act of 1938, is 110% of the normal supply. The normal supply
is a normal year’s domestic consumption and exports plus a reserve of 7%.

A normal year’s domestic consumption of corn is defined as the 10-year
average amount consumed, adjusted for trends. The domestic consumption
of corn for the 10-year period, 1929-80 to 1938-39, was 2,2563,000,000
bushels.

Upward adjustments were made to provide for per capita consumption
about equal to that of the 1920-29 period and for the estimated increase
in population in 1940 over the average population during the 1929-38
period. Downward adjustments were made because of decreased numbers
of farm workstock and the prospect of decreased exports of livestock
products, These adjustments resulted in the determination of 1940-41
normal domestic consumption, adjusted for trends, of about 2,490,000,000

bl " :

Pertod d | Producti Remaini
Tons Tonsg Tons

Current | Cumulative

- 167,240
137,631

528,155
420,639
429,334

579,739
453,618
449,221
456,942
624,184
509,781
587,339
487,127

122,037
123,429

544,221
452,613

113,834
106,901

196,037
179,044
173,438
169,142
162,653
fept, 7. 92,066 157,043
Sept. 14 120,662 154,311

Note—Unutilled orders of the prior week plus orders received, less production, do
not necessarily equal the unfilled orders at the close. Compensation for delinquent,
reports, orders made for or filled from stock, and other items make necessary adjuss-
ments of unfilled orders.

—_——

Commodity Research Bureau Issues ‘‘Coffee Annual—
1940"—Contains Study on Increased Consump-
tion Attributing It to Increased Advertising

The sharp increase in coffee eonsumption in the . United
States is attributed to increased advertising expenditures in
a study contained in “Coffee Annual—1940,” the 32-page
report recently released by Commodity Research Bureau,
Ine., New York. Commenting on the record breaking con-
sumption for the past year, the study says: )

The evidence appears quite conclusive that the nation-wide campaign
to dispel fallacies regarding coffee and inculcate the habit of correct brewing
have had no small part in this increased use.

An excerpt from the study follows:

Each year during the last decade the population of the United States
has increased by about 7-10 of 1% or about 900,000 persons. Based on
15 pounds per capita the consumption of the country should have increased
by about 115,000 bags per year, or 1,150,000 bags during the 10-year
1930-40 period. The 1930 imports were roughly 12,000,000 bags while
imports in 1939 exceeded 15,000,000 bags, an increase of three times that
warranted by the increasing population. However, the records disclose
that the sharp increase in imports came only during the last two years,
coinciding with the beginning of the advertising campaign by the Pan
American Coffee Bureau in this country.

“Coffee Annual—1940” also contains original studies on
new trends in coffee packaging; the expected status of the
coffee market after the war; a price chart study of coffee
prices in New York for 115 years; and numerous additional
statistical tables and charts covering coffee supply and

demand.
—_——

No Corn Quota Referendum this Year, Secretary of
Argiculture Wickard Announces—Supply is Less
than 1940 Marketing Quota Level .

. There will be no referendum on corn marketing quotas
this vear, Secretary of Agriculture Claude R. Wickard an-
nounced on Sept. 12. The September crop report indicates
a 1940 corn crop of 2,297.000,000 bushels. On the basis of

1 .

The 10-year average of exports of corn'is about 20,000,000 bushels,
Exports in the 1939-40 marketing year are expected to be about 55,000,000
bushels. Because of the present Furopean war and uncertainty of export
prospects, normal exports in the 1940-41 marketing year were determined
as the 10-year average of 20,000,000 bushels, without adjustment.

A normal supply of 107% of domestic consumption and exports is
2,664,000,00C bushels. The marketing quota level is- 109 above the
normal supply, or 2,930,000,000 bushels. ~This compares with a 1939-40
marketing quota level of 3,030,000,000 bushels. No. marketing quota
referendum. was held last year, since the 1939-40 corn supply, as deter-
mined in September, 1939, was below the quota level,

Argentina Will Pay Farmers 36 Cents a Bushel for Corn,

The Grain Board of Argentina has been authorized to
buy corn irom farmers at prices based on 36c¢, a bushel
delivered at DBuenos Aires. according to a report to the
Office of Foreign - Agricultural Relations. United States
Department of Agriculture. The corn must be in zood ex-
port condition. shelled, and sacked. said the announcemen
issued Sept. 2, from which we also quote: ‘

For corn already shelled the offer was for only a 15-day period and
ended Augz. 29, but ear corn may be purchased until ihe end of November.
The seller must store ear corn until told to shell it. The Grain Board
is authorized to dispose of corn purchases in any desirable way. Purchase
funds come from exchange profits or are borrowed from the Bank of the
Nation. This new purchase plan supplements earlier provisions for a
minimum price and !oans to producers. for holding corn. Lo

In the United States a farmer who cooperates with the Agricultural
Adjustment Administration farm program earns conservation and . parity
payments on the normal production of his allotted corn acreage and is
eligible for a commodity loan on his entire crop. For the 1939 crop the
loan rate was b7c., the conservation payment was 9c., and the parity
payment was 6c.,a total return to the farmer of 7lc. per bushel. For
1940 conservation and parity payments total 14c. per. bushel. No 1940
loan program has as yet.been announced.

Early harvesting returns on the 1939-40 crop in Argentina bear out
the June estimate of 819,000,000 bushels, says this week’s “Foreign
Crops and Markets”’ Quality of the crop has been impaired, however,
by heavy winter rains in June and July in the provinces of Sante Fe and
Cordoba, where cribs are not often covered and shelling has been delayed.
The corn surplus available for export was estimated in August at about
283,000,000 Lushels. The European war has cut heavily into exports, but
the Government purchase price assures a farmer prices greater than .so
fur in this marketing year.

[ ——

Petroleum and Its Products—Arnold Studies Report on
National Defense Committee on Anti-Trust Suits—
Independent Operators Push Venezuela Tariff
Change—-Industry “Prepared” for War Needs—
Crude Output Increases—Oil Inventories Off
Sharply—President Cardenas Hints Further
Settlements .

The long-awaited report of the National Defense Advisory

Commission on the anti-trust suits scheduled to be filed

against 22 major oil companies, requested by the Depart~

ment of Justice prior to the filing of the suits, wasin the hands
of Attorney General Robert Jackson at weekend and the

Department’s decision scheduled to be made publie shortly.
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The Commission was requested by the Department to study
the suits and report whether or not they would hamper na-
tional defense requirements should they be filed in their
original form. » .

While the Defense Commission officially declined to suggest
that the proposed anti-trust actions be abandoned, its report
stated that it secmed “‘appropriate to point out” that “to a
greater or less degree” certain aspects of the pending suits
“may hinder the defense program.” Although the report
was eouched in restrained language, the attitude of the Com-
mission was clearly shown as opposing the suits as tentatively
outlined to it by the Department of Justice.

Although admitting that it is impossible to estimate exactly
the extent to which obstacles to industrial preparation for
national defense are presented by the proposed action of the
Department of Justice, the Commission pointed out that
“even where the likelihood of interference with the emergency
effort cannot be explicitly demonstrated, substantial possi-
bilities should control, especially when these are examined
in the light of the rapidly expanding requirements for
national defense.” .

The Commission’s report stressed the point that various
single proposals of the Department of Justice conceivably
could work at cross purposes with the progress of the defense
program. It was emphasized that the general effect of such
an anti-trust proceeding might be to “becloud relationships
between the Government and industry” and asserted that
from the petroleum industry, and from industry generally,
“the Government expects cooperation, and indeed en-
thusiasm, in furthering the defense effort.”

In analyzing the section of the proposed suits in which the
Department of Justice seeks the divorcement of marketing
facilities, the Defense Commission’s report pointed out that
both the Army and Navy are interested in having private
capital construct additional pipelines. It also was stressed
that the two service branches are working out ‘f)la.ns not for
?toi‘agif of huge stocks of aviation gasoline and navy grade
uel oil.

“It is clear that substantial additions to the gasoline pipe-
line and terminal storage eapacity of the industry will be
necessary under this program,” the report stated. ““Ar-
rangements and understandings to secure such gasoline
fnpelmes and storage may have to be discarded and de-
ayed until the ability to perform is clarified, and later new
negotiations begun with new parties if the existing companies
are required to divest themselves of such facilities.”

The Defense Advisory Commission report further sug-
gested that the broad problem of conservation of crude
petroleum resources might become a greater one if the suits
were prosecuted. It was explainedgrihat the expanding

nation demand for petroleum produets is being met by the

discovery of new sources which is carried on chiefly by those
companies that have large resources. The Commission pointed
out that reduction of the size of the existing units in the
industry will leave less capital available for exploration and
the power of the companies to develop additional reserves
may be inhabited.

‘Washington gossip indicates that President Roosevelt
will enter into the general picture because of the importance
of the questions involved. After consultation with his
adwisers, he is expected to play an important part in the final
decision. One circle in the National Capital is that the
actions against alleged price fixing will proceed at any rate,
and if the question of pipeline divorecement is retained, the
Federal Courts will be instructed to hear testimony on how
much this would damage the Nation’s drive for preparedness.

The Independent Petroleum Association of America this
week filed an appeal for revision of the Venezuelan re-
ciprocal trade agreement to stem the increasing flow of crude
oil imports from that ¢ountry and from Mexico with the
Committee for Reciprocity Information. The brief filed
by the association pointed out that when the excise taxes
on imported oil were reduced in the Venezuelan agreement,
Secretary of State Hull promised Congress that he would
protect, }he domestie petroloum industry, and held that
such action should be taken immediately to prevent future
damage from importations.

. Since the trade agreement with Venezuela became effec-
tive, the brief stressed, there has been a sharp expansion in
petroleum imports for consumption in the market here. In
the first seven months of 1940, it was pointed out, such
imports showed a gain of 75% over the total for the com-
parable veriod last year. The association stated that since
total demand for petroleum increased only 4.6% in the two
comparative periods, “it is evident that the domestic pro-
ducer has made a substantial sacrifice in markets to this
foreign oil.”

While the petroleum industry does not want war, it is
ready for it as never before, President Weber of the National
Petroleum Association declared at the national convention
at the Hotel Traymore in Atlantic City this week. Mr.
Weber pointed out that in sharp contrast to the pinches felt
in the early days of America’s entry into World War 1,
“today our proven resources and stocks are at an all-time
high. We can promise both our Government and our regu-
lar customers all that they need delivered, and we can assure

. them that they will have no complaint to make about our

‘prices.” .
With gractxcal!y all major oil-producing States showing
continued expansion in production, the Nation’s dailv aver-
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age output of crude oil for the second week of September was
sharply above the estimate of the U. S. Bureau of Mines.
The American Petroleum Institute placed the daily average
for the period ended Sept. 14 at 3,467,400 barrels, up 23,550
barrels from the previous week. This compared with the
September market demand estimate of the Federal agency of
3,624,300 barrels daily. . o )

Sharpest contraction was in Illinois where daily average
output of crude oil was off 17,800 barrels to 362,100 barrels,
nearly 200,000 barrels under the record high set only a short

‘time ago. Oklahoma’s decline of 11,900 barrels sent the

daily average off to 409,800 barrels. Kansas was the State
to si‘;ow the broadest expansion, daily average output rising
28,850 barrels to 194,600 barrels. California with daily
average output of 637,100 barrels was 14,100 barrels above
the previous week. Texas showed a gain of 8,950 barrels at
1,308,150 while Louisiana’s daily total of 285,450 barrels
was 7,400 barrels better than the previous week.

Inventories of domestic and foreign crude oil showed a
sharp loss during the initial week of September, dipping
3,149,000 barrels to 262,716,000 barrels, according to a
Bureau of Mines report made available Sept. 15 in Washing-
ton. Holdings of domestic stocks were off 3,108,000 barrels
while foreign stocks dipped 41,000 barrels. Heavy crude oil
stocks in California, not included in “refinable’” crude stocks,
were off 148,000 barrels to 12,703,000 barrels.

A United Press dispateh from Mexico City, Sept. 18,
reported that “Early settlement of the Government’s dispute
with a second foreign oil company whose properties were
expropriated on March 18, 1938, was hinted today by
President Lazaro Cardenas. The Sinclair oil interests late
last spring agreed to a solution of their expropriation differ-
ences with Mexico, the first of 17 American, British and
Duteh concerns to do so. Both eash and oil were involved
in the Sineclair settlement. The President’s hint was con-
tained in a statement to the Mexican press. Although he
gave no indication of the company’s identity, it was generally
believed that he referred to the Cities Service Oil Co. or
Sam Katz’s. Both have been rumored for some time to be
dickering for a settlement.” ; . .

In a last-minute attempt to make continuation of the legal
battle being waged against the Cardenas Administration
possible, the Standard Oil Co. of New Jersey petitioned the
Mexican Supreme Court and the Court of Second Instance in
Mexico City on Sept. 19 for an injunction which, if granted,
would challenge the “final settlement” figure, according to a
copyright story from Mexico City published in the Sept. 19
issue of the New York “Herald Tribune.”” The suit was filed
on the day that the property of the company involved was to
pass to the Mexican Government. Earlier in the week,
Dutch and British companies had filed similar petitions in an
effort to find a legal hole in the supposedly air-tight evalua-
tion order that set a settlement figure less than one-tenth of
the value estimated by the expropriated companies.

There were no major crude oil price changes posted
during the week.

Sept. 17—The Root Petroleum Co. cut Arkansas crude oil 10 cents a
barrel, retroactive to Sept. 15 and affecting all grades of crude. ’

Prices of Typical Crude per Barrel at Wells
(All gravities where A. P. I. degrees are not shown)
Bradford, P8..cceccncacccacennaa $1.85 Eldorado, Ark,, 40,
Corning, Pa...cececcccncnccacann 1.02 | Rusk, Texas, 40 and over......... 1.
Miinols 1.08 | Darst Creek 75
Western Kentucky...ceeeecomccace .90 | Michigan crude..ececeacaca.. .76-1.03
M1id-Cont't, Okla., 40 and above.. 1.03 |Bunburst, MoODt. .. - cceccameacnua .90
Rodessa, Ark., 40 and above...... 1.25| Huntington, Calif., 30 and over... 1.15
Smackover, Ark., 24 and over..... .73 | Kettleman Hills, 39 and over. 1.38

REFINED PRODUCTS8—GAS MARKET STEADIES IN METRO-
POLITAN AREA—TOPHEAVY SUPPLY SITUATION STILL
DAMPENING INFLUENCE—MOTOR FUEL INVENTORIES
LOWER—REFINERY OPERATIONS CLIMB |

Some improvement in the retail gasoline price market in

- the metropolitan New York area became apparent during

the week, as service station operators in several important
areas restored prices to levels near the postings whieh pre-
vailed before the recent weakness spread. However, the
market as a whole, was in none too steady a position.

The topheavy supply situation, with record stocks of
gasoline for this time of the year overhanging the Nation’s
market, still exerts a dampening influéence upon the price
strueture in general. Continued failure of refinery opera-
tions to recognize and correct the problem of sustained
excessive runs of erude oil to stills have discouraged those
factors in the trade who had hoped for betterment in the
basic structuré of the market. . .

The drain upon stocks of finished and unfinished gasoline
was less-than-seasonal during the second week of Sep-
tember, dropping below the million-barrel level for the first
time in many weeks. The American Petroleum Institute
reported that holdings of motor fuel for the September 14
period were off only 994,000 barrels, with the advance in
gasoline production of nearly 300,000 barrels during the
week as important in holding down the decline in stocks.

Refinery operations spurted 2.1 points, rising to 83.1%
of capacity. Daily average runs of crude oil to stills gained
80,000 barrels to hit 3,580,000 barrels. With the American
Petroleum Institute report showing September 14 stocks of
gasoline at 83,300,000 barrels, it seemed likely that October
1, the end of the heavy consumption season, will find in-
ventories of motor fuel around 81,000,000 barrels, at best.
This is the figure set by the industry’s economists as fit for
the March 1, 1941, holdings.
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Major markets showed little price change of any conse-
quence during the week, fluctuations being confined mainly
to local price readjustments.

U. 8. Gasoline (Above 65 Octane), Tank Car Lots, F.0.B. Refinery
New York— New York— Other Clites—
Std.Oli N.J.$.06 -.0634| Texas.....$.0734-.08 |Chicago..... $.04%-.06%
Bocony-Vae, .06 -.061| Guif.._.... .081£-.08% | New Orleans. .06 }$-.07
T. Wat. Oll_.08%-.08% | Shel East'n .07}¢-.08 |Gulf ports... - .05}
RichOil(Cal) .081£-.083 TS eeereas 04%4-0345
‘Warner-Qu. .07 }$-.08
Kerosene, 41-43 Water White, Tank Car, F.0.B. Refinery ’
New York— North Texas........ $.04|New Orleans.$.05%-.0514
(Bayonne).e....- $.06 Los Angeles.... .0334-.05I Tulsa_ ..c.... 04 =04}
Fuel Oil, F.0.B. Refinery or Terminal
N. Y. (Harbor)— California 24 plus D New Orleans C......$1.00
Bunker C.a.. .- 81.50| $1.00-1.25 | Phila., Bunker C.... 1.60
Diesel....... 2.10-2.20 ’
Gas 0il, F.O.B. Refinery or Terminal
N, Y. (Bayonne) Chicago—
7DluS.ccenncnnas $.04| 28.30 Doaccec.a..$.053
Gasoline, Service Station, Tax Included

Z New YorK..oeeoo.-8.17 Newark.oocaece...$.166 BufalOe.ccececceean $.17
ZBrooklyn. e veeenn A7 B 185 CI - A7
z;Not inoluding 2% city sales tax.

_—————

Daily Average Crude Oil Production for Week Ended
Sept. 14, 1940, Gains 23,560 Barrels

The American Petroleum Institute estimates that the
daily average gross crude production for the week ended
Sept. 14, 1940, was 3,647,400 barrels. This was a gain of
23,550 barrels from the output of the previous week, and
the current week’s figures were above the 3,624,300 barrels
calculated by the United States Department of the Interior
to be the total of the restrictions imposed by the various
oil-producing States during September. Daily average pro-
duction for the four weeks ended Sept. 14, 1940, is estimated
at 3,570,150 barrels. The daily average output for the week
ended Sept. 16, 1939, totaled 3,422,350 barrels. Further
details, as reported by the Institute, follow:

Imports of petroleum for domestic use and receipts in bond at principal
United States ports, for the weck ended Sept. 14, totaled 1,885,000 barrels,
a daily average of 263,286 barrels, compared with' a daily average of
173,000 barrels for the week ended Sept. 7, and 212,929 barrels daily for
the four weeks ended Sept. 14. 'These figures include all oil imported,
whether bonded or for domestic use, but it is impossible to make the
separation in weekly statistics.

Receipts of California Oil at Atlantic Coast ports during the week ended
Sept. 14 amounted to 72,000 barrels, a daily average of 10,286 barrels,
all of which was received. at New York and represents 32,000 barrels of
gascline and 40,000 barrels of kerosene.

Reports received from refining companies owning 85.8% of the 4,535,000-
barrel estimated daily potential refining capacity of the United States
indicate that the industry as a whole ran to stills, on a Bureau of Mines
basis, 8,580,000 barrels of crude oil daily during the week, and that all
companies had in storage at refineries, bulk terminals, in transit and in
pipe lines as of the end of the week, 83,300,000 barrels of finished and
unfinished gasoline. The total amount of gasoline produced by all com-
panies is estimated to have been 11,724,000 barrels during the week.

DAILY AVERAGE CRUDE OIL PRODUCTION
(Figures in Barrels)

-eenn--$.0274-03

Actual Production

Week
Ended
Sept. 14,
1940

Four
Weeks
Ended

Sept. 14,

1940

2
B.ofM,
Calcu~

Week
Ended
Sept. 16,
1939

397,000
170,700

b409,800
b194,600
200

413,450
179,750
200

403,800
e 162,700
Nebraské.eaema

Panhandle Texas....

North Texas. . .ccean

West Central Texas..

West Texas

East Central Texas.
Texas

71,450
95,350
29,260
210,250
75,100
374,900
197,800
199,100

+8,950|1,253,200(1,262,650

4600 65,000f 66,300
+6,800 213,050 176,300

+7,400| 278,050| 242,600
73,600 64,550
25,200 )
375,400 327,300
18,000

99,250
68,350
61,750
16,500
—3,450| 99,800| 83,000

+9,450(2,952,650|2,786,150
593,000| 4571,000( 637,100| +14,100| 617,500{ 6

Total United Statesi3,624,300 3,647,400 +23,550!3,570,150!3,422,350
a These are Bureau of Mines’ calculations ot the requirements of domestic crude

208,600
1,320,300|c1266 065|1,308,150

65,400
220,050

285,450
73,400

North Louisians. ...
Coastal Loulsiana...

Total Loulsiana...

274,700

69,700
9,700 b25,950
430,000 362,100
9,300 b183,500
91,900 90,450
50,000
73,850
17,450
3,350
97,250
3,010,300

274,854
72,955

(noti
Iliinois & Indiana).
Michigan.ceeccennan

New Mexloo. - ----.| 105,300| 100,300

Total east of Calif. 3,031,300
California.

oil based upon certain premises outlined in its detailed forecast for the month of -

September. As requirements may be supplied either from stocks, or from new
production, contemplated withdrawals from crude oll inventories must be deducted
from the Bureau'’s estimated requirements to determine the amount of new crude to
be produced.

b Oklahoma, Kansas, Nebraska, Mississippi, Indiana figures are for week ended
7 a. m, Sept. 11.

¢ This is the net basic 31-day allowable as of Sept. 1. Past experience indicates
it will increase as new wells are completed and if any upward revisions are made.
It includes a net figure of approximately 366,447 barrels for East Texas after de-
duction for shutdowns. All fields in the State were ordered shutdown for nine days,
namely, Sept. 1, 2, 8, 14, 15, 21, 22, 29 and 30.

d Recommendation of Conservation Committee of California Ofl Producers,

Note—The tigures indicated above do not include any estimate of any ofl which
might have been surreptitiously produced.
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CRUDE RUNS TO STILLS AND PRODUCTION OF GASOLINE, WEEK
ENDED SEPT. 14, 1940
(Figures Are In Thousands of Barrels of 42 Gallons Each)

Dafly Refining 4 Crude Runs
Capacity to Sitlls

Percent Datly
Reporting| Average

Gasoline
Production
at Refineries
Inc, Natural

Biended

1,626
424
2,107
21,042
458

District
Percent

East Coast
‘Anbalachi

Indiana, Illinois, Kentucky.
Oklahoma, Kansas, Missourl

Louisiana Guif..
North Louisiana & Arkansas
Rocky Mountain
California. e eeeeccconna .

Reported...eeeennnas coe=
Est! d unreported

* Estimated total U. 8.:
Sept. 7, 1940 11,460

*U.8.B.of M. Sept. 14, 1939 x3,517 y11,848

* Estimated Bureau of Mines’ basis. x September, 1939 dally average. y Thisis a
week’s production based on the U. 8. Bureau of Mines, September, 1939 daily
average, z 12% reporting capacity did not report gasoline production,

BTOCKS OF FINISHED AND UNFINISHED GASOLINE AND GAS AND
FUEL OIL, WEEK ENDED SEPT. 14, 1940
(Figures Are in Thousands of Barrels of 42 Gallons Each)

4,535 3,500

Stocks of Finished &
Unfinished Gasoline

Total
Finished At

and | Refineries
Unfin'd

21,616

Stocks of Gas O
and Distillates

At Terms.
in Transiy)
and in
Pipe Lines

8,694
195

Stocks of Restdual
Fuel 04

At Terms,
Tota}

East Coast...... -
Appalachian...... 3,276
Ind., ., KY.cuaa- 13,803
Okla., Kan,, Mo...| 5,865 6,174

d Texas.....- 1,568
Texas Guif... 10,521

2,697
No, La. & Arkansas 488
Rocky Mountain... 891
Californifeceeeae.- 15,376

76,310
6,990

512
54,259

78,022
1,980

793
13,765

70,130
6,880

22,045
28,973
160

Reported
Est. unreported....

* Est total. U 8.:
Sept. 14, 1940.._
Sept. 7, 1940...

U. 8. B. of Min
*Sept. 14, 1939__| 66,005 ' 71,708

* Estimated Bureau of Mines' basis.
——

77,010
77,860

83,300
84,294

| 31,801
| 31,138

27,691

80,002
79,710

29,133

14,369 28,370

10,174 | 86,933 | 27,097

July Natural Gasoline Production Statistics

The production of natural gasoline increased materially
in July, 1940, according to data reported to Harold L.
Ickes, Secretary of the Interior, by the Bureau of Mines.
The daily average in July was 6,346,000 gallons, compared
with 6,161,000 gallons in June. The outstanding increases
occurred in Texas, particularly the Panhandle, East Texas,
and Gulf distriets.

Stocks continued to increase, totaling 318,528,000 gallons.
This was 24,528,000 gallons more than on hand the first of
the month and the highest since September, 1938.

PRODUCTION AND S8TOCKS OF NATURAL GASOLINE
(In Thousands of Gallons)

¥

Production Stocks

July 31, 1940 | June 30, 1940

At
Plants
& Ter-
minals

Jan.-
July,
1940

At
Plants At
& Ter- | Refin-
minals | eries

At
Refin-

eries
5922 ....| 6,008 '____°-
840| 7,806 924| 9,182
7,938 512| 6,468 540
3,990 .34,647( 3,486| 37,335
84| 1,880 42 v
18,690|116,340| 16,170|104,167
336| 1,439 21 1.084;

798| ‘200 630| 22
8.471| 8.187 2,507
49.797| 47.980 3,543

4,788( 2,310 3,822
106,974| -3,144| 95,928
196,728|184,842(1303050(1219050(1560.360|168,168(133,686/160,314
Dally aver.| 6,346| 6,161 6,118| 5,750

Total (thousands
of barrels).-..| 4,684| 4,401 31,025/ 29,025
Dally aver. 151 147 146 137

———

Weekly Coal Production Statistics

The current weekly report of the Bituminous Coal Di-
vision, United States Department of the Interior, reported
that the total production of soft coal in the week ended
Sept. 7 is estimated at 8,016,000 net tons. The decrease
from the preceding week—1,084,000 tons or 11.9%—was
due to the observance of the Labor Day holiday. Pro-
duetion in the first week of September, last year, amounted
to 7,785,000 tons.

The United States Bureau of Mines reported that pro-
duction of Pennsylvania anthracite for the week ended
Sept. 7, 1940, is estimated at 814,000 tons. This is a de-
crease of 26,000 tons from the preceding week. Output in
the corresponding week of 1939 was 832,000 tons.

East coast..c..-
Appalachian....
1., Mich., Ky...
OklahomA....--
Kans.

3,580

3,183

3,817

4,004
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ESTIMATED UNITED STATES PRODUCTION OF SOFT COAL WITH
COMPARABLE DATA ON PRODUCTION OF CRUDE PETROLEUM

(In Thousands of Net Tons)

§ Week Ended . Calendar Year to Date d

Sept. T |Aug. 31| Sept. 9
1940 | 1940 | 1939

1940 | 1939 | 1929

Bituminous Coal a—
‘Total, including mine fuel

Dally AVerage. .. eeeamenanw-| €1,603| 1,617 1,657, 1,436/ 1,118| 1,670
Crude Petroleum b

Coal equivalent of weekly output.! 5,805 5,609 5,1721213,579/192,098/158%,003

a Includes for purposes of historical comparison and statistical convenience the
production of lignite. b Total barrels produced during the week converted to
equivalent coal, assuming 6,000,000 B. t, u. per barrel of ofl and 13,100 B. t. u,
per pound of coal. ¢ Average based on five working days. d Sum of 36 full weeks
ended Sept. 7, 1940, and corresponding 36 weeks in 1939 and 1929,

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

8,016/ 9,100| 7,7851303,690{236,690/355,156

Week Ended Calendar Year to Date ¢

Sept, 7T1Aug, 31| Sept. 9
1940 | 1940 | 1939

1940 ] 1930 | 1020

Penn. Anthracite—
Tot., incl. colliery fuel.a|814,000{840,000(832,000/34,008,000/34,751,000/47,497,000
Comm’l production. b. -|773,000(798,000(790,000,32,310,000(33,013,000|44,077,000

Beehtve Coke—
United States total 56,900( 68,700| 10,400 1,455,400 417,600| 4,758,200

Dally average 9,483 11,450/ 1,733 6,769 1,942 22,131

a Includes washery and dredge coal, and coal shipped by truck from authorized
operations. b Excludes colllery fuel. ¢ Sum of 36 full weeks ended Sept. 7, 1940,
and corresponding 36 weeks of 1939 and 1929,

- ‘ESTIMATED WEEKLY PRODUCTION OF COAL, BY STATES
(In Thousands of Net Tons)

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

Week Ended—

Aug.31 Aug. 24, Sept. 2
1940 | 1940 | 1939

Sept. 3 (Aug, 31
1938 | 1929

2 3 f
284 202 345
81 100
107] 176
1 * f

gt 9
West Virginia—Southern.a 2,276
621 648 54 7

Northern.bomeweceans amacass , 52
Wyoming. ....... T — ; 129
Other Western Btates Comeeanwn- . 1 * f6

Total bituminous coal. . ......| 9,100 8,934 7,034| 10,886
Pennsylvania anthracite.d. | 840, 950 929 948/ 1,613| 1,926
Total, all ol ccaeeeoaas .--I 9,0401 9,884 9,140/ 7,982| 12,499| 13,464

a Includes operations on the N. & W.; C. & O.; Virginian; K. & M.; B. C. & G.;
and on the B. & O. in Kanawha, Mason, and Clay counties, b Rest of State, In-
cluding the Panhandle District and Grant, Mineral, and Tucker countles. ¢ Includes
Arizona, Callfornla, Idaho, Nevada and Oregon. d Data for Pennsylvania an-
thracite from published records of the Bureau of Mines. e Average weekly rate for
entire month. f Alaska, Georgia, North Carolina, and South Dakota included with
‘‘other western States.” * Less than 1,000 tons.

——————

Non-Ferrous Metals—Domestic Copper Steadies on

Good Flow of Business—Zinc Active—Lead Quiet

“Metal and Mineral Markets” in its issue of Sept. 19
reported that orders for fabricated products from British
sources and a gradual pick-up in defense activity here com-
bined to maintain business in copper and zine on a high level
during the last week. Domestic copper steadied, moving
close to the 11l4c. basis established recently by the large
mine operators. Zine remains in a strong position, but no
move was made to raise the price. Federal agencies in Wash-
ington are keeping a close watch on metal prices. Tin de-
clined to the point where purchases for the stockpile have
been resumed. Quicksilver was lower. The publication
further stated:

11,538

Copper

Offerings of copper in the competitive market at 11%c., Valley, were
absorbed on the first day of the week (Sept. 12). Over most of the re-
mainder of the week 11%¢c. was paid. On Sept. 18, business was booked at
both 11%c. and 11%c. In view of the recent activity in copper, sales for
the last week were good, involving 14,506 tons. Sales in the domestic
market for the month so far total 158,616 tons.

The August statistics were better than generally anticipated, domestic
deliveries of 96,383 tons establishing a new high for the year, The reduc-
tion in stocks of refined—17,093 tons—has started discussions about in-
creasing production. Shipments of refined copper to fabricators over the
first half of September have held close to the high rate established in August.

" American defense orders are now making an impression on the market.
Deliveries of fabricated copper products to Great Britain continue large.
Export trade in copper was fair. On Monday, Sept. 16, some business
" was booked at concessions from the 9.90c., f.a.s. basis. Japan was a buyer
during the last week.

Greene Cananea, Anaconda’s Mexican subsidiary, has resumed opera-

tions. The plant had been idle since last April, owing to labor trouble.

Lead

Lead was quiet-during the last week, transactions involving 3,925 tons,
against 13,346 tons'in the previous week.  Cable makers have partici-
pated in the month’s business to date in substantial volume, according to
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producers. Quotations remained firm at 4.90c., New York, which was
also the contract settling basis of the American Smelting & Refining Co.,
and 4.75¢., 8t. Louis.

In a paper presented at the A. I. M. E. meeting, Salt Lake City, Sept.
12, Clinton H. Crane, President of 8t. Joseph Lead Co., commented on
lead as follows: “‘S8o far as the immediate future is concerned, there is no
statistical reason for further weakness in the price of lead. American
consumption is apparently running at a sufficient volume to absorb United
States mine production, plus the lead coming from the smelting of im-
ported ores. There is no room in this market, however, at the present time
for any of the large accumulation of pig lead which has been brought
into this country in the form of pigs and bars. But any higher domestic
price would undoubtedly see some or all of this material sold in our market."

Zinc

Consumers are optimistic about the outlook for business in zinc products
and are buying zinc for delivery as far off as next April. This demand for
forward metal is looked upon by many in the industry as highly speculative.
The tight position of the market at present is closely related to the “battle
of Engiand.” Demand for zinc of all kinds to produce fabricated products
for export to England has been brisk for more than two months. Those
who entertain bullish views believe that such buying will continue.

Sales of zinc by the Prime Western division for the last calendar week
totaled 19,338 tons, against 18,459 tons in the preceding week. Shipments
of common zinc for the week amounted to 6,721 tons. The undelivered
contracts on the books of producers now total 90,602 tons. The quotation
held at 6.85¢., St. Louis, all week.

Tin

Consumers showed little interest in the tin market during the last week,
the major activity being steady buying by the Government at the 50c.
c.if.level. Prices for Straits tin spot delivery remained virtually stabilized
during the week at 50.05¢c.

Press reports that Phelps Dodge Corp. is about to erect a tin smelter at
Laurel Hill are premature, according to company officials. The company
has plans available for a tin smelter but location and capacity of the plant
will depend on the outcome of discussions now in progress in Washington.

Straits tin for future arrival was quoted as follows:

Sept. . Oct.

50.050 50.050
50.050 50.050
50.050 50.050
50,050 50.050
50.050 50.050 50.050
50.050 50.050 50.050

Chinese tin, 99%, spot, was nominally as foliows: Sept.12, 49.25¢.5
13, 49.25¢.; 14, 49.25¢.; 16, 49.25¢.; 17, 49.25¢.; 18, 49.25¢.
DAILY PRICES OF METALS (“E. & M. J.” QUOTATIONS)

Dec,

50.050
50,050
50.050
50.050

Lead
St. Louts|St. Louts

Electrolytic Copper Straits Tin Zine

Domestic, Refinery |Ezp., Refy| New York

50.050
50.050
50.050
50.050

11,150 50.050
11,150@11.275 50.050

Average. . 11.140 9.842 50.050

Average prices for calendar week ended Sept. 14 are: Domestic copper f.0.b.
refinery, 11.119c.; export copper, f.0.b. refinery, 9.850c.; Straits tin, 50.104c.
New York lead, 4.900c.; 8t, Louls lead, 4 750c.; St. Louls zine, 6.850¢, and silver,
34.750c.

The above quotations are “M. & M. M.'s” appraisal of the major United States
markets, based on sales reported by producers and agencles. They are reduced
to the basis of cash. New York or 8t. Louls, as noted. All prices are In cents per pound.

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

In the trade, domestic copper prices are quoted on a dellvered basis; that Is, de-
lvered at consumers' plants. As dellvery charges vary with the destination, the

11.025
11.150
11,150
11.150

Sept. 12._..
Sept. 13....
Sept. 14._..
Sept. 16....
Sept. 17_._.
Sept, 18_...

- figures shown above are net prices at refineries on the Atlantic seaboard. Delivered

prices in New England average 0,225¢. per pound above the refinery basis.

Export quotations for copper are reduced to net at refineries on the Atlantic sea~
board. On foreign business, owing to the European war, most sellers are restricting
offerings to f.a.s. transactions, dollar basis. Quotations, for the present, reflect this
change in method of doing business. A total of 0.05 18 deducted from £.a.s. basis
(lighterage, &c.) to arrive at the £.0.b, retinery quotation.

Due to the European war the usual table of daily London
prices is not available. Prices on standard tin, the only
prices given, however, are as follows: Sept. 12, spot, £24313, -
three months, £24614; Sept. 13, spot, £243, three months,
£24614; Sept. 16, spot, £239, three months, £24315; Sept.
17, spot, £243, three months, £2463/; and Sept. 18, spot,
£245, three months, £249.

—————e

Cooperation of Steel Industry in Defense Program

Pledged by I. S. Olds, Chairman of U. S. Steel Corp.

~—Addresses Leaders of Pittsburgh and Chicago at
Luncheons Attended by Company’s Directors

The steel industry will not be found lacking in cooperation
or in zeal or in patriotism and will acquit itself creditably and
honorably in any task which may be assigned to it in the
defense program, Irving S. Olds, Chairman of the Board of
the U. 8. Steel Corp., declared on Sept. 18 at a lucheon at the
William Penn Hotel, Pittsburgh. The luncheon was at-
tended by more than 600 civic and business leaders who were
invited by B. F. Fairless, President of the U. S. Steel Corp.,
to meet Mr. Olds and 11 other directors of the corporation.
The group of directors and executives are making an inspec-
tion tour of the corporation’s plants in Pittsburgh, Chicago
and Birmingham. . ’

In speaking on the fa.rt which Pittsburgh, the ecorporation’s
manufacturing subsidiaries and the steel industry in general
may be expected to play in the National defense program,
Mr. Olds stated in part:

Pittsburgh as a steel manufacturing center must inevitably be a vital
factor in the successful completion of the present preparedness program.
Steel is the most important signle war material. Our battleships, cruisers
and other naval vessels are built of steel; their sides and decks carry protec=-
tivesteel armor plate. Thesameis trueof thearmored tank, a sort of “land
cruiser” which seems to have been so effective in the German invasion of
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Holland, Belgium, and France. And I could go down the long list of air-
craft, ordnance, anti-aircraft guns, rifles, shells, bombs, torpedoes and the
many other items of military and naval equipment, and point out in each
cage the extent to which steel enters into their manufacture. Of course,
any such list should be expanded to include structural steel, railway ma-~
terial, tin plate, sheets and other steel products for trucks and automobiles,
and numerous other commercial products used for military purposes, for
all of which vast productive capacity exists in the Pittsburgh district.

These facilities can be most effective in carrying forward the National
defense program only if employed by those who are best qualified to use
them. To my way of thinking, there can be no question but that the peak of
mass production will be attained at an earlier date and the full quantity
of the desired materials of war delivered within a shorter period and at a
lower cost to the Government if provate enterprise is at the helm under its
own management, I am certain that generally speaking the personnel
of American business is both experienced and competent and as patriotic
as any other group of American citizens. And it is also with assurance that
I promise the wholehearted loyalty to the common cause of all of our officials
and associates, both in management and in operations, of whom there are
present at this luncheon, in addition to Mr. Fairless, our highly esteemed
and capable President, and Mr, Voorhees, our earnest Chariman of the

- Finance Committee, eight other directors of the corporation, the principal
executive officers and key officials of all of our subsidiary companies in this
district, as well as the general superintendents of our principal Pittsburgh
plants.

We have read in the newspapers recently of a ‘‘sit-down strike of capital”
and of industry’s ‘‘refusal” to cooperate with the Government. There is
no basis for any of these stories. Unfortunately, we have about us critics
who appear only too willing, by reason of ignorance or otherwise, to point
a condemning finger toward business without attempting to ascertain the
underlying facts. President Roosevelt and Mr. Knudsen of the Defense
Commission recently gave the lie to these false reports by informing the
American public that there is no evidence of any attitude on the part of
American industry other than thorough cooperation. Confining myself for
the moment to the steel industry, I am positive that this industry will not
be found lacking in cooperation or in zeal or in patriotism. - It will acquit
itself creditably and honorably in any task which may be assigned to it in
the defense program, as was true in 1917 and 1918. . . .

‘We hear a lot these days of the activities of the members of the Defense
Commission; of large orders placed by the Army or Navy; and of this or
that company instaling facilities for the building of aircraft, or for the
construction of tanks or anti-aircraft guns, or for the production of ex-
plosives. Undoubtedly this represents substantial and most creditable
progress, but I often wonder whether the average citizen has yet been
sufficiently informed and whether he fully realizes that in some instances
months must elapse before deliveries in any quantity will be forthcomirg
under these contracts; that a particular article ‘‘on order’ may be many
months away from utilization as a weapon of defense. Modern instruments
of war are not simple either of design or of actual construction, and an
extended period must elapse before production in any quantity can be
realized. Hundreds or even thousands of drawings may be necessary for
the building of the weapon 8o as to incorporate what has been leanred
from the present war. Then follows the installation of the special equipment
required for the actual work of construction. This is all in the nature of
things; and it will not be surprising if many insufficiencies in military
equipment and supplies still exist a year hence. But American indstry
must not be held responsible for delays in the commencement of the program,
or for the time necessarily required to carry out the program. Business is
just as desirous as anyone else of speeding output, of compieting contracts,
and of clearing the decks for still further production in the public interest.

On his visit to the properties of the Corporation in Chicago
on Sept. 19, Mr. Olds addressed another luncheon gathering
of several hundred civie and business leaders of the Chicago
area.
departure from the system of private enterprise which de-
veloped this country, Mr. Olds siad that he is confident
“that American business, if given a fair chance, will continue
to develop and to go forward; that American resource and
ingenuity will produce new inventions and new processes,
opening up new lines of industrial activity; that private
capital will be required and will be available for the finane-
ing of these new enterprises, as well as for taking care of the
normal growth and development of established industries.”

—

Steel Requirements for National Defense Growing

The “Iron Age’ in its issue of Sept. 19 reported that with
steel requirements for the national defense program still a
long way from their peak, producers are becoming more
concerned over the possibility of a shortage of raw steel. Even
now, with potential tonnage much greater than actual defense
bookings of steel, the steel melting capacity of a number of
the country’s leading plants is being pushed to maximum
capacity. The “Iron Age” further reported:

The fact that the industry’s rate has not reached 100% is due to slacker
operations at some of the smaller plants, particularly those engaged mainly
in the light products, and the comparatively small utilization of bessemer
capacity, which last month was operated at only 72.59% against 91.13%
for open hearth.

Those in Washington and in the industry who are in closest touch with
the requirements of the defense program are of the opinion that the full
impact on the steel industry may not be felt before the first quarter of next
year. It is likewise the opinion of these same authorities that not less than

two years of high activity for the steel industry lie ahead, regardless of the -

duration or outcome of the war.

‘While all of the large defense contracts being announced in Washington

will not immediately be translated into orders for steel, as there are in-
evitable lags, the amount of incoming business that can be directly or
indirectly traced to defense projects is growing and probably accounts for a
moderate increase in aggregate sales so far this month over the corresponding
August period.

The ramifications of the defense program are now such that nearly all
branches of the metal’working industry are feeling its effects or will be soon.
In the forefront at the moment is construction of new plants and facilities,
which has brought this week a total of 50,700 tons of fabricated structural
steel inquiries, among which are 9,000 tons for a Ford Motor Co. plant,
3,500 tons for a gun assembly plant at Washington, 3,500 tons for an
ordnance plant at Charlestown, Ind.; and 1,500 tons for an assembly and
repair plant at she Quonset Point, R. I. naval airplane base. The largest
inquiries, totaling 20,000 tons, however, are for Long Island RR. work
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in Brooklyn. In the awards of 25,500 tons are more bridges and schools
than defense projects.

Among the authorized projects which will bring expanding demands for
steel are the big navy program, which must be preceded by considerable
expansion of shipyards; the army program, which up to Sept. 7 had resulted
in the rewarding of contracts totaling $807,041,212; the construction of
army cantonments for the new conscription army; the $150,000,000 emer-
gency housing program to provide dwellings at defense plants, which is in
addition to the $100,000,000 program for army and navy housing; the
$200,000,000 public roads program to improve highways leading to army
and Navy bases. )

Contracts totaling $22,588,607 for artillery material have been divided
among several companies. These and other contracts will necessitate an
expansion of facilities for heavy forgings, which is being provided for by a
$40,000,000 expenditure for equipment announced by the defense

. commission.

In addition to its special requirements, the Navy is taking bids this weelk
and next on 103,796 tons of steel for ordinary needs. The new Navy ship-
building program will take an estimated total of 750,000 tons of steel,
including armor plate, stainless and other alloys.

Channels of steel consumption in which government sponsorship is not
directly a factor are also showing expansion. The automobile industry,
which may soon be producing about 100,000 cars a week, is taking more
steel, and the railroad program, after a temporary lull, has brought out
inquiries this week for a total of 4,500 to 5,000 cars. The New York Central
has authorized the purchase of 65,000 tons of rails. Other roads will also
buy soon. The rail buying movement this fall is expected to approximate
Jast fall's total of a little under 1,000,000 tons.

The British are still buying heavily, though there has been a little lull in
shipments to permit ships to be used for conveying food to Great Britan.
Closer contact between the British Purchasing Commission and the U. 8.
Government is indicated by the opening of offices by the Commission in the
‘Willard Hotel, Washington.

A report from Europe to the “Iron Age” states that some German steel
plants have been severely damaged by bombs. However, no British steei
plants have been damaged, according to British spokesmen here.

With steel plants operations moving upward, averaging 93% this week,
scrap prices continue to follow the same trend. The *‘Iron Age’ scrap
composite price is up 21 cents this week to $20.13, highest level since the
first week of November, 1939, and $2.37 below the 1939 high established
early in October. )

THE “IRON AGE'" COMPOSITE PRICES
Finished Steel

Sept. 17, 1940, 2.261c. a Lb. Based on steel bars, beams, tank plates,

One Week 880- .. wuwscromsmnsna 2.261c.{ = wire, ralls, black pipe, sheets, and hot

One month ago. ---2.261c.| rolledstrips. These products represent
One Year 8480.4 0 sasaaspasanaan 2.236¢.| 86% of the United States output,

High Low

Jan, 2 . 2.211e. Apr. 16.

Jan, 3 2.236c. May 16

. May 17 2.211¢.  Oct, 18

Mar, 9 2.249c. Jan, 4

2.016¢. , Mar. 10

2.066¢. Jan, 8

1.945¢, Jan. 2

1.792¢. May 2

1.870¢. Mar. 15

1.883¢. Dec. 29

1.962¢, Dec. 9

2,192e, Oct. 29

Oct.

Jan, 13

Jan, 7

May 28

Pig Iron )

Sept. 17, 1940, $22.61 a Gross Ton Based on average for baslc iron at Valley

One week ago $22.61{ furnace and foundry iron at Chicago,

One month ago. .- 22.61| Philadelphia, Buffalo, Valley, and
One year ago 22,61 Southern fron at Cincinnati,

Low
Jan, 2
Sept. 12
July 6
Feb. 16
Aug. 11
May 14
Jan, 27
Jan, -3
Dec, 6
Dec. 15
Dec. 16
Dec, 17

Jan, 2
Sept, 19

Jan, 7
May 14
Steel Scrap

$20.13 a Gross Ton Based on Np. 1 heavy melting steel
$19.92{ quotations at Pittsburgh, Philadelphia,
19.60| and Chicago.

High
gept. 17
Oct, 3
Nov, 22
Mar, 30
Dec. 21
Dec. 10
Mar. 13
Aug, 8
Jan, 12
Jan. 6
Feb. 18 11.25
Jan. 29 14.08

American Iron and Steel Institute on Sept.
nounced that telegraphic reports which it had received indi-
cated that operating rate of steel companies having 97%
of the steel capacity of the industry will be 92.9% of
capacity for the week beginning Sept. 16, compared with
91.99% one week ago, 89.7% one month ago, and 79.3%
one year ago. This represents an increase of 1.0 point,
or 1.19%, from the estimate for the week ended Sept. 9,
1940. Weekly indicated rates of steel operations since
Aug. 7, 1939, follow:

Low

$16.04
14,08
11.00
12.92
12.67
10.33

9.50

6.75
6.43
8.50

1940— 1940—
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26887,
67.1%

DonwNGoRpERNOND

gitized for FRASER
p:/ffraser.stlouisfed.org/




1646

“Steel” of Cleveland,

The Commercial & Financial Chronicle

in its summary of the iron and steel

markets, on Sept, 16 stated:

Steclworks operations last

above the preceding week, which included Labor Day.

rate go far this year.
Due to broadening deman

sumers are exerting more pressure on mills,

moderately good, but large co
business immediately in pros;
dates.

Requirements for national
directions.

week averaged 93% of capacity, 11 points
It was the peak

d and growing concern over deliveries, con-
Deliveries in general still are
mmitments now on mill books, combined with
pect, may result soon in extending shipping

defense are multiplying rapidly and in many

The increasing volume of such needs, plus substantial backlogs

of varied character, is tringing nearer the question of priorities, a matter

undoubtedly influencing many

buyers.

Pressure for bars, plates and shapes is strongest, to meet manufacturing
and construction needs, especially those associated with defense work.
Bhipments of sheets this month are likely to be among the heaviest of
the year, due to the Sept, 80 deadiine for deliveries of tonnages taken at

price concessions.

Steel purchases in this country by Great Britain continue heavy.

Improvement is noted in demand for pipe and wire.

It is

unofficially but reliably estimated that exports to England, including all
descriptions except scrap, were 600,000 tons in August, compared with
slightly more than 500,000 tons in July.

Award of contracts for 200 ships for the United States Navy was an

cutstanding development last

week, The seven battleships, eight aircraft

carriers, 27 cruisers, 115 destroyers and 43 submarines will take a total

of 725,000 tons of steel, including armor plate and heavy forgings.
liveries will extend over several years.

De-
In the meantime, large-scale expan-

eions will be required in Government and private shipyards and plant

capacity.

In addition to the 200 combatant vessels, the Navy'also placed a repair

Sept. 21, 1940

United States Export-Import Bank. Chicago Rock Island & Pacific placed
300 freight cars; Oanadian Pacific, .500. Southern Railway will open
bids Sept. 23 fpr 3,000. Domestic freight car orders in August totaled
7,625, largest this year, bringing the total for the first eight months to
29,562, compared with 12,456 in the corresponding period last year.

Steclworks operations last week advanced 18 points to 98% in the
Wheeling district; 8 to 89 in Cleveland; 5 to 93, Birmingham; 15 to 87,
Pittsburgh; 12 to 97.5, Chicago; 11.5 to 90.5, eastern Pennsylvania;
11 to 86, Youngstown; 1 to 95, Detroit; 14 to 82, Cincinnati. In
Buffalo the rate was unchanged at 90.5. The rate in New England .
dropped 10 peints to 75, as more open hearths were taken off for repairs.

“Stecl’s” finished steel price composite last weck held at $56.60. The
iron and steel composite was up 13c. to $37.94, while the steelworks scrap
ccmposite advanced 63c. to $20.13.

Steel ingot production for the week ended Sept. 16,
recorded a substantial snap-back from the decline which
resulted from observance of the Lahor Day holiday in the
previous week according to the ‘“Wall Street Journal” of
Sept. 19. The greatest recovery was in the activities of
subsidiaries of U. S. Steel, which are estimated to have
operated at 95149, the highest of the recovery movement.
The “Journal” further reported: =~

For the industry, the dverage is placed at 93%. This compares with
849, in the previous week, and 91% % 2 weeks ago. U. 8. Bteel is estimated
at 95% %, against 79 % in the week before and 9334 % 2 weeks ago. Leading
independents are credited with 92%, compared with 88% in the preceding
week, and 90359 2 weeks ago.

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

ship, requiring 7,000 tons of steel, with a Los Angeles builder. s

Eight C-3 cargo vessels, requiring 34,000 tons of plates and shapes,
were awarded last week to Pacific Coast yards by the United States
Maritime Commission. Pending are 28,000 tons of plates and shapes for
two passenger vessels for the Maritime Commission, and 11,000 tons for
three C-2 cargo vessels, Ocean Dominion Steamship Co. The Navy Depart-
.ment will open bids Sept. 20 on 82,500 tons of plates, shapes and bars
for various yards.

Awards in the week included 2,700 tons of shapes, for a shop and runway
at the Brooklyn Navy Yard; 7,600 tons for a War Department bridge at
St. Georges, Del., and 15,000 tons of plates for delivery to the Panama
Canal Zone.

Inland Steel Co., Chicago, booked 22,500 tons of rails and accessories
for the Rio Grande do Sul Railway, Brazil, to be financed in part by the

U. 8. Steel
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and Discussions

Current Events

The Week with the Federal Reserve Banks

During the week ended Sept. 18 member bank reserve . o a0 salls
balances increased $28,000,000. Additions to member bank P $ L 3
reserves arose from increases of $112,000,000 in gold stock, an
$10,000,000 in Reserve Bank credit, and $2,000,000 in 1,046
Treasury currency, offset in part by increases of $24,000,000 2,668
in Treasury cash, $28,000,000 in Treasury deposits with
Federal Reserve banks, $4,000,000 in money in circulation,
and $39,000,000 in non-member deposits and other Federal

-Chicago—————
Sept. 11 Sept. 20
1940 1939

+ ——New York City——

Treasury notes......coeeancen

United States bonds -

Obligations guaranteed by the
United States Government...

Other securities. ... .

Reserve with Fed. Res. banks

Cashinvault ... oo_._.

Reserve - accounts.

Excess reserves of member banks on

Sept. 18 were estimated to be'a}ﬁproxima,tely $6,530,000,000,

a decrease of $10,000,000 for t.

e week.

The statement in full for the week ended Sept. 18 will be
found on pages 1678 and 1679.

Changes in member

bank reserve balances and related

items during the week and year ended Sept. 18, 1940, follow:

Increase (4 or Decrease (—)

nce
Sept. 18,.1940 'Sept. 1:, 1940 Sept, 23, 1939
4,000,000 ~—1,000,000 ~—2,000,000

h h

Bills dis d
1lls

B! - cwe
U. B. Government securities, direct

and guaranteed.

Industrial advances (not including
$8,000,000 commitments—Sept. 18

Other reserve bank credit....
‘Total Reserve bank credit
Gold stock

‘Treasury currency

Member bank reserve balances
Money in circulation......-.-
‘Treasury cash

Treasury deposits with F. R. banks...

—1,000,000
2,434,000,000

9,000,000
- 48,000,000
2,495,000,000
21,093,000,000

cenea_ 3,040,000,000

13,624,000,000
-- 8,084,000,000
2,311,000,000
790,000,000

--28,000,000 +171,000,000

Nonmember deposits and other Fed-

1,819,000,000 796,000,000

+ 39,000,000
U= S— |

Returns of Member Banks in New York City and
Chicago—Brokers’ Loans
Below is the statement of the Board of Governors of the
Federal Reserve System for the New York City member

banks and also for the

‘Chicago member banks for the cur-

Tent week, issued in advance of full statements of the mem-

ber banks, which will
Monday.

hot be available until the coming

ASSETS AND LIABILITIES OF WEEKLY REPORTING MEMBER BANKS
IN CENTRAL RESERVE CITIES

(In Miliions of Doliars)
——New York City—— ~—————CI|

Assets—
Loans and investments—total..
Loans—total . ... _..___ ceana
Commercial, industrial and
agricultural loans. ..
Open market paper
Loans to brokers and dealers....
Other loans for purchasing or
carrying sesurities....
Real estate 10AD8. «cvveveenen

gitized for FRASER
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hicago———
Sept. 18 Sept. 11 Sept.20 Sept.18 Sept. 11 Sept.20
1940 1940 lg39 19:0 1940 9!

$
8,393 2,251 2,301
2,856 620 623

1,640 434 441
115 22 22
405 24 25

178 59 59
17 18 18

L]
9,678
2,826

1,742
76
285

163
124

$
9,691
2,833

1,750
74
295

164
124

Balances with domestic banks..
Other assets—net. .

Liabllittes—
D d d 1 djusted....

Time deposits. waeee ... =
United States Govt. deposits......
Inter-bank deposits;
Domestic banks......
Forelgn banks
Borrowings.. .

1,473

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

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

In the following will be found the comments of the Board
of Governors of the Federal Reserve System respecting the
returns of the entire body of reporting member banks of the
Federal Reserve System for that week ended with the close
of business Sept. 11:

The condition statement of weekly reporting member banks in 101
leading cities shows the following principal changes for the week ended
Sept. 11* Increases of $91,000,000 in commercial, industrial and agri-
cultural loans, $53,000,000 in reserve balances with Federal Reserve banks,
$178,000,000 in demand deposits—adjusted, and $65,000,000 in deposits
credited to domestic banks.

Commereial, industrial and agricultural loans increased $51,000,000 in
New York City, $11,000,000 in the Cleveland district, $9,000,000 in the
CFicago district, and $91,000,000 at all reporting member banks.

Holdings of all classes of securities showed relatively little change for
the week: Treasury bills increased $7,000,000 in New York City and
$5,000,000 at all reperting member banks, United States Government bonds
increased $13,000,000 in New York City and $3,000,000 at all reporting
member banks,

- Demand deposits—adjusted increased $43,000.000 in the Chicago district,
$26,000,000 in the San Francisco district, $23,000,000 each in the New
York district outside New York Cily and in the Cleveland district, $16,-
600,000 in the Kansas City district, and $178,000,000 at all reporting
member banks.

Deposits credited to domestic banks increased $53,000,000 in New York
City, $10,000,000 in the San Francisco district, and $65,000,000 at all
reporting member banks. :
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A summary of the principal assets and liabilities of re-
porting member banks, together with changes for the week
and the year ended Sept. 11, 1940, follows:

Increase (+) or Decrease (—)

c8
Sept, 11, 1940 Sept. ;3. 1939
$

il
Sept 34. 1940

Assets—

24,294,000,000
8,665,000,000
Commercial, industrial, and agri-
cultural 108D8. o «.ccueenuna" 4,571,000,000
Open market paper 296,000,000
Loans to brokers and dealers in
392,000,000

securities
Other loans for purchasing or

carrying securities 460,000,000 —3,000,000 ~—53,000,000

1,220,000,000 +1,000,000 +42,000,000

,000,000 2,000,000 -+ 16,000,000

1,676,000,000 44,000,000 + 131,000,000

710,000,000 +5,000,000 4 235,000,000

2,091,000,000 —4,000,000 —62,000,000

- 6,576,000,000 a+3,000,000 +715,000,000

a+3,000,000 365,000,000
+ 53,000,000

-+ 26,000,000
+55.000,000

+ 106,000,000 +1,905,000,000
499,000,000 350,000,000

491,000,000 412,000,000
42,000,000 —22,000,000

+2,000,000 —176,000,000

Other loans_..
Treasury bills. .
Treasury notes.....
Obligations guaranteed

States Government.

Other securities_

Reserve with Fed

Cash in vault.

Balances with domestic banks..

Ltabilittes—

Demand deposits—adjusted 21,079,000,000
Time deposits 5,360,000,000
United States Government deposits 527,000,000

Inter-bank deposits:
Domestic banks. 8,570,000,000
671,000,000

000
517,000,000
- 3,226,000,000

+ 178,000,000 +2,791,000,000
+2,000,000 - + 127,000,000
—4,000,000 —11,000,000

+65,000,000 + 984,000,000
1,000,000
S —1,000,000

a Sept, 4 figures revised (New York district).
—_——

British Banks in Paris Resume Operations

The following report to the Department of Commerce
was recently received from the American Embassy in Paris:

Al British banks in Paris have reopened. Some of them, however, such
as Lloyds Bank, are temporarily limiting withdrawals to 20% of deposits.
In order to avoid possible difficulties with the French authorities, at the
request of Lloyds Bank and the Westminster Bank, the Tribunal of
Commerce has appointed two French administrators to be technicaly in
charge of the operations of each of these banks.

—_——

First Group of American Destroyers Transferred to
Great Britain at Canadian Port

The first group of 50 United States over-age destroyers,
which have been traded to Great Britain for lease of bases,
were taken over by British sailors on Sept. 9 in an east
Canadian port. The ships had been brought to the Canadian

_port by American sailors on Sept. 6. Reporting the brief
ceremony, the Associated Press on Sept. 9 said: '

American sailors who brought the destroyers to this port hauled down
their colors and marched ashore after a bugler sounded “To the Colors.”
A moment later British tars went aboard and hoisted their flag.

Captaing’ pennants were run up on the main masts, indicating that the
destroyers, traded for Westcrn Hemisphere bases, actually were in com-
mission by the Reyal Navy and ready for war action.

Rear Admiral F. L. Reichmuth, commanding officer of the United States
Atlantic destroyer squadron, stood on the dock during the transfer and
explained some of the points about the destroyers to two Royal Navy
officers. . . .

After quitting the vessels all but a few of the United States sailors
boarded two 'specia! trains, which pulled away before the British flags
had been run up.

There was no indication when the transferred craft would leave or when
the next batch might be expected.

It was announced in the British House of Commons on
Sept. 17 that the new names of the vessels will be the
names of towns common to both countries.

It was noted in a London cablegram, Sept. 17, to the New
York “Times” that the British destroyer system requires
a leader for each flotilla, and the leader of the first one
will be called the Churchill.

Acting Secretary of the Navy Torrestal informed the
House on Sept. 13 that while the exchanged destroyers were
manned by American sailors, they would not and have not
cailed into a combat area designated by the President, and
that there is no law forbidding American naval vessels from
visiting any foreign port, bellizerent or neutral. This in-
formation, sent to Chairman Vinson of the House Naval
Affairs Committee, was given in resnonse to a resolution
presented by Representative Reed of New York, who asked
whether there was any legal authority to send American
cailors into a “combat area and into a port of a belligerent
nation.” Mr. Farrestal’s letter follows:

Sept.. 13, 1940,
The Chairman, Committce on Naval Affairs,
House of Representatives, Washington, D. C.:

My dear Mr. Chairman: House Resolution 593 ‘“‘calling on the Sceretary
of the Navy for information whether exchanged destroyers were manned and
sailed into a combat area or port of a belligerent by American citizens,
officers, and men of the United States Navy” was referred to the Navy
Department by your committee with request for comment and recom-
mendation.

None of the destroyers exchanged for bases in the Western Hemisphere
have sailed or will sail, while manmed by United States naval forces, into a
combat area so designated by the Fresident in accordance with Section 3
of Public Resolution No: 54, Seventy-sixth Congress, approved Nov. 4, 1939,

The destroyers in question, manned by officers and enlisted men of the
United States Navy, hava sailed into a Canadian port, where the personnel
will be detached for return to the United States.

There i3 nc known Jaw prohibiting United States naval vessels from
visiting any foreign port, belligerent or neutral.

The Navy Department interposes no objection to the passage of this
resolution.

The Navy Department has been advised by the Bureau of the Budget
that there would be no objection to the submission of this report.

Sincerely yours,
JAMES FARRESTAL, Acting.

The Commercial & Financial Chronicle
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Since the letter contained the information called for in
the resolution, a motion to lay the resolution on the table
was agreed to.

The agreement exchanging the destroyers for bases was
referred to in our issue of Sept. 7, page 1370.

¢ ————————
Sweden Signs Trade Pacts with Holland and Belgium

The first German deal on behalf of the German occupied
territories was made public in Stockholm on Sept. 10 with
the announcement of the Foreign Office that negotiations
between a delegation of the German Commerce Ministry and
the Swedish Government for a trade agreement between
Sweden and Holland and Sweden and Belgium had been
concluded. A wireless dispatch from Stockholm, Sept. 10,
to the New York “Times,” from which the foregoing is
taken, also had the following to say: )

The bulk of exports to both countries—half of total value of the ex-
purts—consist of wood, especially wood piles necessary for the reconstruc-
tion of destroyed villages and towns, particularly Rotterdam. The other
Swedish exports will be chiefly paper, pulp and machinery. Imports will
consist of flowers, vegetables, fruit, radio sets, &c.

One of the ditficulties in enforcing the agreement will be the question
of transport, since the only practical way would be through Kiel Canal,
the transit capacity of which for non-military purposes has been greatly
reduced.

Althongh in the present plight of Swedish export industries even a
modest inercase is more than welcome here, the chief interest of the,
agreément resides in the fact that payments for transactions will go
through the German clearing institute in Berlin in marks.

In this particular case of exactly balanced commerce this way of pay-
ment is not more than purely a technical arrangement and the reason the
Germans gave for not allowing the creation of direct Swedish-Dutch clear-
ing is that The Netherland Government, at present in London, controls
all available Netherland resources in foreign countries.

A new trade and credit agreement between Sweden and
Russia, reported by the Associated Press on Sept. 8, was
noted in our Sept. 14 issue, page 1498, g

e —

Argentina Bans Imports from United States Due to
Dollar Exchange Shortage

The Argentine Exchange Control Commission on Sept. 19
ordered an informal and possibly temporary embargo on
imports from the United States in a drastic move to conserve
dollar exchange, it was stated in an Associated Press dis-
pateh from Buenos Aires. These advices continued:

Officially, it was stated that applications for prior permits to import
United States products had been returned to importers marked ‘‘reapply
after fifteen days’ because no dollar exchange was available. »

Officials said today that suspension of import permits for United States
products was “‘a routine action when available exchange dropped to a
certain lever,” and not the result of a government decree. It was added
that resumption of issuing permits would be undertaken as soon as Argen-
tine sales in the United States or in other countries produced sufficient
dollar exchange to warrant this move.

——pe e

Cuban President Signs Bill Authorizing $60,000,000
Loan—Also Signs Bill Liquidating ‘“Gold Obliga-~
tions”’ ‘Owed to American and Cuban Contractors

President Federico Laredo Bru of Cuba on Sept. 18 signed
a bill authorizing him to negotiate a loan of $50,000,000. It
is expected that the money will be obtained from the Export-
Tmport Bank of Washington. Regarding the measure,
United Press Havana advices of Sept. 18 said:

The measure was passed by Congress last week. It provides for issuance
of a bond issue dated Jan. 1, 1941, and maturing Dec. 31, 1981, with
interest and amortization payments every six months.

The issue would be guaranteed by continuing the 8c tax per 100 pounds
on sugar imposed in 1930, increased postage and telegraph rates, 10% of
the customs receipts after 1944 and 50% of water works receipts.

The $50,000,000 would be used for public works.

The hill liquidating so-called “gold obligations” in order
to meet the public works debts owed to American and Cuban
contractors since the Machado administration was signed by
President Bru on Sept. 16. The measure had passed the
Cuban House on Sept. 13 and the Senate on Sept. 3; this
was reported in our issue of Sept. 7, page 1364.

PR —

Costa Rica to Purchase March 1, 1938, and Sept. 1,
1938, Coupons of Its 5% Pacific Railway Funding
Bonds of 1933

Republic of Costa Rica announces that it will purchase

coupone due March 1, 1938, and Sept. 1, 1938, from its 5%

Pacific Railway funding bonds of 1933, due Sept. 1, 1949,

at reduced rates in accordance with terms of its offer of March

20, 1939. Purchase will be effected_at the National City

Bank of New York, 55 Wall Street, New York.

The redemption plan was reported in our issue of March

25, 1939, page 1723.

PRSI ——
Member Trading on New York Stock and New York
Curb Exchanges During Week Ended Sept. 7
The Securities and Exchange Commission made public
yesterday (Sept. 20) figures showing the volume of total
round-lot stock sales on the New York Stock Exchange and
the New York Curb Exchange for the account of all members
of these exchanges in the week ended Sept. 7, continuing

a series of current figures being published weekly by the

Commission. Short sales are shown separately from otber

sales in these figures.

Trading on the Stock Exchange for the account of mem-
bers during the week ended Sept. 7 (in round-lot trans-
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actions) totaled 841,780 shares, which amount was 22.26%,
of ttotalstransactions on the Exchange of 3,754,330 shares.
This compares with member trading during the previous
week ended Aug. 31 of 410,970 shares, or 21.44%, of total
trading of 2,050,290 shares. On the New York Curb Ex-
change member trading during the week .ended Sept. 7
amounted to 111,505 shares, or 20.21% of the total volume on
that Lxchange of 503,725 shares; during the preceding
week trading for the aceount of Curb members of 67,370
shares was 20.47%, of total trading of 267,095 shares.

b The Commission made available the following data for
the week’ended Sept. 7:

The data published are based upon weekly reports filed with the New
York Stock Exchange and the New York Curb Exchange by their re-
spective members. These reports are classified as follows:

New York
+ Stock Cur
X Ezchange Ezchange
Total number of reports recefved. . cmereecmcenun 1,065 829
1. Reports showing transactions as specialists... 199 104
2. Re{lmns showing other transactions initiated a7 o7
1

floor 67

4. Reports showing no tra 534 621
P Note—On the New York Curb E: , odd-lot tra tlons are handled solely
by speclalists in the stocks in which they are registered and the round-lot trans-
actions of speclalists resulting from such odd-lot transactlons are not segregated
from the speclalists’ other round-lot trades. On the New York Stock Exchange,
on the other hand, all but a fraction of the odd-lot transactions are effected by
dealers engaged solely in the odd-lot business. As a result, the round-lot trans-
actlons of speclalists in stocks in which they are registered are not directly com-
parable on the two exchanges.

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

TOTAL ROUND-LOT BTOCK SALES ON THE NEW YORK STOCK EX-
CHANGE AND ROUND-LOT 8TOCK TRANSACTIONS FOR ACCOUNT

OF MEMBERS * (SHARES) ;
‘Week Ended Sept, 7, 1940

New Ybork

Total for Per
Week Cent a

142,930
Other BA1e8. Da o winnpamnsnadmsimasin i iivensssouse 3,611,400

Total sales.. . emew 3,754,330

A. Total round-lot ales:

B. Round-lot trangactions for account of members, except for
the odd-lot accounts of odd-lot dealers and specialists:
1. Transactions of speclalists in stocks in which-they are
registered—Total pUrChases. meweernmecaneccasan 434,960

Short sales y 63,060
Other sales.b RS 360,170

Total 88168, wawasviimvnvissinearins SR 423,230

2. Other transactions initiated on the floor—Total purchases 28472-5“0

Bhort 8ale8. . .u scesnenssnemmons B 23,400
Other sales.b. 264,300

LT . 287,700
8. Other transactions Initiated off the floor—Total purchases 110,095

Bhort sales.. . 8,370
Other sales_b 122,480

Total sales.... 130,860

4. Total—Total purchases. ... 829,285

Bhort sales. ... -n 94,830
Other sales.bonevrnan. emsanscsaannsannncsmnrsss 746,950

Total sales .- 841,780 22,26

TOTAL ROUND-LOT STOCK SALES ON THE NEW YORK CURB EX-
CHANGE AND S8TOCK TRANSACTIONS FOR ACCOUNT OF MEM-
BERS * (SHARES)

‘Week Ended Sept, 7, 1940
Total for Per
Week Cent a
A. Total round-lot sales:
Bhort sales.. . ’ 3,575
Other sales_b. ..... O ome 500,150

Total sales.

B. Round-lot tr lons for the t of members:
1. Transactions of speclalists In stocks in which they are
reglstered—Total purchases. . v moeeeee.... ————eis

Short sales.....coen.
Other sales_b. 76,500

Total sales.... : 79,225
2. Other transactions Initiated on the floor~Total purchases 19,125

Short sales. .. : 100
Other sales.b. 17,850

Total sales_... A

3 Other transactions initiated off the floor—Total purchases

8hort sales. ...
Other sales.b.....

Total sales

Short sales_ __..... e Z 3,07
Other sales_b____.___. . 108:233

111,505
C. Odd-lot transactions for the account of speciallsts:

Customers’ 8hort 88168 - - oveeceee .. emmccmamenance
Customers’ other sales_c.

Total purchases.....
Total sales_.....

* The term ‘“‘members” includes all Exchange mem firms
pmréim.lnollllildlﬂt ag&c;altomnerﬁ. bers, their and thelr

a Shares in members’ transactions as per cent of twice total round-lot volume.
In caloulating these percentages, the total of members' trammomdlaoeompnred
with twice the total round-lot volume on the Exchange for the reason that the total
of members’ transactions includes both purchases and sales, while the Exchange
volume includes only sales.
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b Round-lot short sales which are exempted from restriction by the Commission
rules are included with “other sales.”
c Bales marked “ghort exempt’ are Included with “other sales.”

P S —

Odd-Lot Trading on'New York Stock Exchange During
Week Ended Sept. 14

On Sept. 20, the Securities and Exchange Commission
made public a summary for the week ended Sept. 14 of com-
plete figures showing the volume of stock transactions for
the odd-lot acecount of all odd-lot dealers and specialists
who handled odd lots on the New York Stock Exchange,
continuing a series of current figures being published by
the Commission. Figures for the previous week ended
Sept. 7 were reported in our issue of Sept. 14, page 1500.
The figures are based upon reports filed with the Commission
by the odd-lot dealers and speecialists.

BTOCK TRANSBACTIONS FOR THE ODD-LOT ACCOUNT OF ODD-LOT
DEALERS AND SPECIALISTS ON THE NEW YORK STOCK EXCHANGE
‘Week Ended Sept. 14, 1940

b Tot

: Jor Wek
0dd-lot sales by dealers (customers’ purchases):
Number of orders 12,663

Number of shares. . .... 324,883
Dollar value. ..... 12,075,238

0dd-lot purchases by dealers (customers’ sales):
Number of orders:

Customers’ ghort sales. . « 374

Customers’ other gales_ ... 13,563

Customers’ total sales 13,937

Number of shares:
Customers’ short sales 8,823
Customers’ other 5ales.8...... 338,264

Customers' total sales ’ 347,087
11,735,707

Dollar value. ..

Round-lot sales by dealers;
Number of ghares: s
Short sales. ... 10
Other sales.b.... 77,370

Total sales..... 5 77,380

Round-lot purchases by dealers*
Number of shares

a Bales marked *‘short exempt' are reported with “other sales.”
b Sales to offset customers’ odd-lot orders, and sales to liquidate a long position
which 13 less than a round lot are reported with “other sales.”

———

SEC Issues 1939 Supplement for Corporations
Manufacturing Paints and Varnishes

The seventh of a series of supplements to the industry
reports of the Survey of American Listed Corporations was
made public Sept. 19 by the Securities and Exchange Com-
mission. The supplements cover financial operations for
the 1939 fiscal year. The Commission states:

Supplement No. 7 contains reports on nine corporations whose busi-
ness is primarily the manufacture of paints and varnishes., All of these
companies had securities registered under the Securities Exchange Act
of 1934 at June 30, 1939, )

Financial data for the fiscal years 1935-1938 for the enterprises in-
cluded in this supplement were previously released as Report No. 20,
Volume III, of the Survey of American Listed Corporations, Work Projects

- Administration study sponsored by the Securities and Exchange Com-

mission.

The companies covered in Supplement No, 7 are: Cook Paint and
Varnish Co., Devoe & Raynolds Company, Inc., General Paint Corp., The
Glidden Co., Grand Rapids Varnisn Corp., A. C. Horn Co., The Paterson-
Sargent Co., Pratt & Lambert, Inc., and The Valgpar Corp.

The combined volume of business for these nine enterprises amounted
to $94,000,000 in the fiscal year ended on about Dec. 31, 1939 com-
rared with $85,000,000 in 1938.

A ‘combined operating profit of $5,500,000 or 5.9% of sales was re-
ported by all nine enterprises for 1939 compared with an operating profit
of $1,000,000 or 1.2% of sales for 1938. These same enterprises showed
a combined profit after all charges (including non-operating gaing and
losses, prior claims interest and income taxes) of $4,800,000 or 4.6%
of sales for the year ended on or about Dec. 31, 1939 compared with
$800,000 or 1.0% of sales for the year 1938,

The total current assets of the nine enterprises at Dec. 31, 1939 was
6.52 times as great as current liabilities. At the end of the previous year
current assets for this group were 2.39 times as great as current liabilities.

Copies of this supplement, as well as of Supplement No. 3-6, inclusive,
and Volumes 1-III, inciusive. previously released, may be secured without
charge by request to the publications unit of the Securities and Exchange
Commission.

—————

Registration of 38 New Issues Aggregating $123,242,000
Under Securities Act of 1933 Became Fully Effective
During August

The Securities and Exchange Commission announced
Sept. 19 that securities effectively registered under the
Securities Act of 1933 during August 1940 totaled $123,-
242,000 as compared with $200,313,000 in July, 1940 and
$304,829,000 in August, 1939, according to an analysis pre-
pared by the Research and Statistics Section of the Trad-
ing and Exchange Division. Issuers proposed to sell $73,-
858,000 of the securities registered as compared with
$195,286,000 in July 1940 and $277,487,000 in August a year
ago. The SEC further explained :

Net proceeds sccruing tc issuers aggregated $70,074,000, of which
$31,996,000, or 45.7%, was to be used for mew money purposes, includ-
ing 35.9% for working capital, 9.69% for plant and equipment and
0.2% for other new mioney purposes. Repayment of indebtedness ac-
counted for $19,241,000, or 27.5%. A total of $18,576,000, or 26.5%,
was to be used for the purchase of securities, chiefly for investment pur-
poses.
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Underwritten  gecurities predominated with $41,449,000, or 56.1%.
?‘T(Xt in importance were securities to be offered through agents, amount-
irg to $18,936,000, or 25.5%, followed by securities to be offered di-
rectly by issuers, amounting to $13,573,000, or 18.4%. Securities to be
offered to the public accounted for 95.6% of the total, the remaining
4.4% representing securities to be offered to others.

Compensation to underwriters and agents was expected to absorb
2,410,000, or 4.6% of the total proposed for sale by issuers. An addi-
tional $374,900, or 0.5%, represented estimated other expenses. The
tctal cost of flotation was equivalent to 5.19 of the amount proposed
for sale by issuers. )

Reflecting the registraticr of a single large issue, the 3% debentures
of Celanese Corp. of America with indicated proceeds of $24,500,000, the
manufacturing  group led all other industries with $28,843,000, or 39.1%
of the total amount proposed for sale by issuers. Financial and invest-
ment companies ranked second with $19,407,000, or 26.3%, followed by
electric, gas and water utility companies with $13,319,000, or 18.0%.

Equity issues showed the largest amount of securities proposed for sale
by issuers, with all equity issues combined aggregating $42,708,000, or
57.8% of the total. Included among the equity issues were common
stock with $21,289,000, or 28.8% of the total, certificates of participation
with $10,870,000, or 14.7%, and preferred stock with $10,549,000, or
14.3%. All bond ‘ssues amcunted to $31,150,000, or 42.2% of the
total. This included unsecured bonds of $24,500,000, or 33.2%, and
secured bonds of $6,650,000, or 9.0%.

There were 38 issues covered in the 22 registration statements becom-
ing effective during August. Included in the total effectives was $32,-
246,000 of sccurities registered for the account of others. With the addi-
tional deduction of $422,000 of voting trust certificates and certificates
of depnsit, there remained $90,574,000 of sccurities, other than substitute
gecurities, registered for the account of issuers. Of this, a total of $16,-
717,000 of securities, consisting chiefly of $8,030,000 of issues reserved
for options and $6,040,000 of issues reserved for conversion, represented
securities not proposed for sale,

EFFECTIVE REGISTRATIONS UNDER THE SECURITIES ACT OF 1933
BY TYPES OF SECURITIES, AUGUST, 1940

Total Securities
Effectively Registered

No, of

Type of Security

Amount

‘Becured bonds

Unsecured bonds...

Preferred stock. ...

Common stock

Certificates of participation, beneficial interest, &c.
‘Warrants or rights

Substitute securities (v, t. ctfs, and ctfs. of deposit)

Grand total

$6,650,000
24,877,845
16,465,212
63,956,458
10,870,360

422,282
$123,242,157

Total, Less Securities
Reserved for Conversion
or Substitution

Securities Proposed
Jor Sale by Issuers

Type of Security
Percent

Aug.,,
1940

$6,650,000, 5.7
24,877,845| 21.3
16,465,212| 14.1 3.9
57,916,958| 49.6 | 6.4

10,870,360, 9.3

Aug,,
1939

55.0
34.7

Amount Amount

$6,650,000
24,500,000
10,548,512
21,289,250

10,869,860

Becured bonds.
Unsecured bonds .
Preferred stock....
Common 8tock - . _____ -
Certificates of participation,
beneficial interest, &c...
Warrants or rights
Substitute securities (v. t.c.
and ctfs. of deposit) ...

$116,780,375'100.0 1100.0
SR SR

Grand total $73,857,622 100.0

Commercial Paper Outstanding on Aug. 31 Increased to
i$§2461,‘000,000, Reports New York Federal Reserve
an 5

The Federal Reserve Bank of New York announced
Sept. 17 that reports received by this Bank from commercial
paper dealers show a total of $246,900,000 of open market
paper outstanding on Aug. 51, 1940. This figure compares
with commercial paper outstanding on July 31 of $232,-
400,000 and with $201,100,000 on Aug. 31, 1939. Following
we give a compilation of the monthly figures for more than
two yvears:

1939— ] 1938

Nov, 30..-

5
246,900,000
232,400,000 | Se|

000

$
186,900,000
206,300,000

212,300,000
209,400,000
- 210,700,000
251.200,000
271,400.000
. 296,600,000
292,600,000

195,300,000
195,200,000
214,400,000

O —

Decrease of $6,637,000 in Outstanding Bankers’ Ac-
ceptances During August—Total Aug. 31 $181,-
813,000—%$53,221,000 Below Year Ago

The volume of bankers' dollar acceptances outstanding on
Aug. 31, 1940, amounted to $181,813,000, as compared with
the July 31 fizure of $188,350,000, it was announced Sept. 17
Dy the Acceptance Analysis Unit of the Federal Reserve
Bank of New York. - As compared with last year, when the
acceptances outstanding amounted to $235,034,000, the
Aug. 31 total represents a decrease of $53,221,000.

The decline in the volume of acceptances outstanding on
Aug. 31 below July 31 was due to losses in all branches
except credits drawn for imports and domestic warehouse
credits, while in the year-to-year comparison only credits
for imports and domestic shipments were above Aug. 31,
1939. The following is the report for Aug. 31, as issued by
the New York Reserve Bank:
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BANKERS DOLLAR ACCEPTANCES OUTSTANDING—UNITED STATES
BY FEDERAL RESERVE DISTRICTS

Federal Reserve District Aug. 31, 1940

$21,591,000
123,227,000

July 31, 1940

$22,167,000
129,899,000
9,076,000
854,000
184,000
1,605,000
4,797,000
317,000
774,000

Auyg. 31, 1939

$27,081,000
171,480,000

219,000
16,938,000

$235,034,000

74,000
18,603,000
Grand total $181,813,000 ! $188,350,000

Decrease for month, $6,537,000. Decrease for year, $53,221,000.
ACCORDING TO NATURE OF CREDIT

Aug. 31, 1940 | July 31, 1940

$79,585,000 $75,465,000
24,272,000 32,081,000
8,591,000 8,727,000
29,262,000 26,473,000

11,196,000 13,277,000
Based on goods stored in or shipped
between foreign countries 28,907,000 32,327,000

BILLS HELD BY ACCEPTING BANKS

Aug, 31, 1939

$78,513,000
40,179,000
8,301,000
31,481,000
17,635,000

58,925,000

Exports

Domestic shipments.
Domestie warehouse
Dollar exchange

$103,184,000
44,448,000

$147,632,000
,219,000
CURRENT MARKET RATES ON PRIME BANKERS ACCEPTANCES
: L SEPT. 17, 1940

Dealers’ Dealers'
Buying Rates|Selling Rates

Dealers’ Dealers' ||’
Buying Rates|Selling Rates|| Days—

- 120 9-16 ¥
150. %

9-16
7-16 180. - % 9-16

Days—

The following table, compiled by us, furnishes a record of
the volume of bankers’ acceptances outstanding at the close
of each month since Feb. 28, 1928:

1938— s 1939— $ 1939— H
Feb, 28..-.. 307,115,312 255,402,175 222,599,000
Mar. 31 ... 202.742.835| Feb. 28__... 248,095,184 | Dec. 30....- 232,644,000
Apr, 30--.-. 278,707,940 245,016,075 | 1940—

May 31 268,098,573 237,831,576 . 229,230,000
June 30-.--. 264,222,590 248,574,727 233,015,000
July 30 264,748,032 244,530,440 229,705,000
Aug. 31._... 258,319,612 236,010.050 223,305,000
Sent 261,430,941 235,034,177 213,685,000
Oct. 3 269,561,958 | ¢ 215.881.724 206,149,000
Nov. 30 273.327,135 221,115,945 188,350,000
Dec. 31..-.. 269,605,451 181,813,000
——p———e

Intermediate Credit Banks Place $27,060,000 Deben-
tures of which $26,000,000 with the Public

The Federal Intermediate Credit banks sold to the public
on Sept. 16, through their Fiscal Agent, Charles R. Dunn,
New York, $26,000,000 34 % consolidated debentures dated
Oect. 1, of which $10,575,000 mature April 1, 1941 and
$15,425,000 Oct. 1, 1941, The issues were sold, as usual, at a
slight premium over par. An additional $50,000 of the
April 1, 1941 maturity and $1,000,000 dated Oect. 1, due
Nov. 1, 1940, were placed privately within the system
making the total amount issued $27,050,000. Inasmuch as
Oct. 1 maturities total $29,250,000, there will result on that
date a net decrease of $2,200,000 in the amount of con-
solidated debentures outstanding, the total of which will
then amount to $213,075,000.

————

Tenders of 283,273,000 Received to Offering of $100,-
000,000 of 91-Day Treasury Bills—$100,298,000
Accepted at Average Price of 0.032%

Secretary of the Treasury Morgenthau announced on
Sept. 16 that the tenders to the offering last week of $100,~
000,000, or thereabouts, of 91-day Treasury bills totaled
$283,273,000, of which $180,298,000 was accepted at an
average rate of 0.032%. The Treasury bills are dated
Sept. 18 and will mature on Dec. 18, 1940. Reference to
the offering appeared in our issue of Sept. 14 page 1502.

The following regarding the accepted bids to the offering
is from Mr. Morgenthau’s announcement of Sept. 16:
Total applied for, $283,273,000 Total accepted, $100,298,000
Range of accepted bids:

100.
.. 99.990 Equivalent rate approximately 0.040%
99.992 Equivalent rate approximately 0.032%
(54% of the amount bid for at the low price was accepted).

D S S —

Liquidation of Eight Insolvent National Banks
Completed During August ‘

Comptroller of the Currency Delano announced on Sept. 14
that during August the liquidation of eight insolvent National
banks was completed and the affairs of such receiverships
finally closed. The Comptroller’s announcement continued:

Total disbursements, including offsets allowed to depositors and other
creditors of these eight receiverships, amounted to $9,008,320, while
dividends paid to unsecured creditors amounted to an average of 78.46%
of their claims. Total costs of liquidation of these receiverships averaged
7.39% of total collections from all sources including offsets allowed.

Dividend distributions to all creditors of all active receiverships during
the month of August, 1940, amounted to $1,166,207. Data as to results
of liquidation of the receiverships finally closed during the month are as
follows:

gitized for FRASER
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INSOLVENT NATIONAL BANKS LIQUIDATED AND FINALLY CLOSED
DURING THE MONTH OF AUGUST, 1940

Total Percent
D1sbur L
Including
Offsets
Allowed

$1,450,082
1| 1,730,021
75,005
1,616,724
1,220,388
1,394,490

s| Capital
Stock at
Date of
Fatlure

Name and Location of Bank Date of

Fallure

Athol Natlonal Bank, Athol, Mass__..
Btate Natfonal Bank in Lynn, Mass....
First Nat. Bank, Wyandotte, Mich_a.
Britton & Koontz N. B., Natchez, Miss.
First National Bank, Lyndhurst, N, J_
Pulaski National Bank, Pulaski, N, Y.
New Holland N.B.,, New Holland, Pa.b 88,672
Citizens Nat. Bank, Philippl, W. Va._l10-30-31 632,938

a Shareholders’ agent elected to continue liquidation after payment by recefver
of principal and interest in full to creditors. b Receiver appointed to levy and
collect stock assessemnt covering deficlency in value of assets sold, or to complete

unfinished liquidation.
——————

Dividend Payments in 10 Insolvent National Banks
Authorized During August

During the month ended Aug. 31, 1940, authorizations
were issued to receivers for payments of dividends in 10
insolvent National banks, it was announced by Comptroller
of the Currency Delano on Sept. 13. Dividends so author-
ized will effect total distributions of $1,040,429 to 44,655
claimants who have proved claims aggregating $16,283,783,
or an average percentage payment of 6.39%. The an-
nouncement continued:

The smallest and largest individual dividend percentages authorized
were 3.42% and 16.22%, respectively, while the smallest and largest
receivership distributions were $51,800 and $228,900, respectively. The
10 dividends authorized were for final dividend payments. Dividend
payments so authorized during the month ended Aug. 31, 1940, were
as follows:

DIVIDEND PAYMENTS TO CREDITORS OF INSOLVENT NATIONAL
BANKS AUTHORIZED DURING THE MONTH ENDED AUG. 31, 1940

Total
Percentage
Authoriged,
Dividends

to Date

53.77

Distribu~
tion of
Funds by
Dividend
Authorized

851,800

Date
Author-
1zed

Amount
Clatms
Proved

Name and Location of Bank

Gadsden Nat. Bank, Gadsden, Ala. ..
Albany Park National Bank & Trust
Co. of "hicago, Il
Ravenswood Nat, Bank, Chicago, Ill.
Ploneer Nat. Bank of Waterloo, Towa.
Citizens Nat. Bank of Faribault, Minn
Atlantic City N.B., Atlantic City, N.J
Peoples Nat, Bk. of Lakewood, N. J_.
Southwestern N .B.of Philadelphia, Pa,
First National Bank of Pitcairn, Pa..| 8-26-40
First Nat. Bk. of 8henandoah, Pa....| 8-28-40|

—_——————

New Offering of $100,000,000 or Thereabouts of 91-Day
Treasury Bills—To Be Dated Sept. 25, 1940

Secretary of the Treasury Morgenthau announced Sept. 20

8- 5-40

8~15-40,
8-~27-40
8-27-40
8-14-40/
8- 1-40
8-19-40
8-21-40]

$625,900

1,475,200
416,000

1,600,000
884

that tenders are invited to a new offering of 91-day Treasury .

bills to the amount of $100,000,000, or thereabouts, to be
sold on a discount basis to the highest bidders. Tenders
will be received at the Federal Reserve banks and the
branches thereof up to 2 p. m. (EST) Sept. 23, but will not
be received at the Treasury Department, Washington. The
Treasury bills will be dated Sept. 25, 1940, and will mature
on Dee. 26, 1940, and on the maturity date the face amount
of the bills will be payable without interest. There is a
maturity of a similar issue of Treasury bills on Sept. 25, in
amount of $100,169,000. In his announcement of the offer-
ing Secretary Morgenthau also said:

They (the bills) will be issued in bearer form only, and in amounts or
denominations of $1,000, $10,000, $100,000, $5(0,000, and $1,000,000
(maturity value).

No tender for an amount less than $1,000 will .be considered. Each
tender must be in multiples of $1,000. The price offered must be ex-
pressed on the basis of 100, with not more than three decimal places, e. g.,
99.125. Fractions must not be used.

Tenders will be accepted without cash deposit from incorporated banks
and trust companies and from responsible and recognized dealers in in-
vestment securities, Tenders from others must be accompanied by a de-
Posit of 10% of the face amount of Treasury bills applied for, unless the
tenders are accompanied by an express guaranty of payment by an in-
corporated bank or trust company,

Immediately after the closing hour for receipt. of tenders on Sept. 23,
1940, all tenders received at the Federal Reserve Banks or branches thereof
up to the closing hour will be opened and public announcement of the ac-
ceptable prices will follow as soon as possible thereafter, probably on the
following morning. The Secretary of the Treasury express:y reserves the
right to reject any or all tenders or parts of tenders, and to allot less than
the amount applied for, and his action in any such respect shall be final.
Those submitting tenders will be advised of the acceptance or rejection
t;he(:;eof.t t:a{ggﬂt at the price offered for Treasury bills allotted must be
made at the eral Reserve Banks in ¢ i
o) ity .a.sh or other immediately available

The Treasury bills will be exempt, as to principal and interest, and any
gain from the sale or other disposition thereof will also be exempt.' from all
taxation, except estate and inheritance taxes. (Attention is ix;vited to
Treasury Decision 4550, ruling that Treasury bills are not exempt from the
gift tax.) No loss from the sale or other disposition of the Treasury bills
shall be allowed as a deduction, or otherwise recognized, for the purposes
of any tax now or hereafter imposed by the United States or any of its
Ppossessions.

Treasury Department Circular No. 418, as amended, and this notice
prescribe the terms of the Treasury bills and govern the conditions of their

issue.
. -
Treasury Did Not Complete Any Market Transactions
in Government Securities During August

No market transactions in Government securities for
Treasury investment accounts were completed in August,
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1940, Secretary Morgenthau said on Sept. 16. There were
no purchases or sales completed in July either.

The following tabulation shows the Treasury’s transac-
tions in Government securities from July, 1938 to June, 1940:

-~ 3,905,650 sold %
--- 38,481,000 purchased -
1,044,000 purchased -
360,000 purchased -
6,469,750 purchased -

1,648,000 purchased
72,500 purchased
12,500,000 sold

s 9,475,000 sold
- 37,064,700 sold

- 20,801,000 sold
5,700,000 sold

387,200 purchased

40,367,200 sold
934,000 purchased

1,114,100 purchased
PSS ——

. Securities from Canal Zone and Philippines Subject

to Examination

The Treasury’s requirement that securities brought into
the United States from ahroad be examined at a Federal
Reserve bank, was extended this week to apply to securities
coming in from the Philippine Islands and the Panama
zgan::mllgone. Following is the Treasury’s ruling, issued

ept. 18:

General Ruling No. 7 under Erecutire Order No. 8359, April 10, 1949, o
Amended, and Regulations 1ssued Pursuant Thereto, Relating to Trans
aclions in Foreign Ezchange, Elc.

The provisions of General Ruling No. 5, as supplemented by General
Ruling No. 6, have been extended to securities or evidences thereof coming
from the Philippine Islands and the Panama Canal Zone into any other part
of the United Btates. d

A previous reference to these regulations appeared in our
issue of June 15, page 3750.
—_———

Cooperation of Municipal Governments in Defense
Program Is Essential Factor, Says President
Roosevelt—Sends Message to Mayor’s Conference
in New York—W. S. Knudsen Says Country Must
Have Patience in Defense Expectations

A message from President Roosevelt stressing the im-
portance of cooperation by municipal and State governments
in the National Defense drive was read to the opening
session of the United States Conference of Mayors in New
York City on Sept. 19. Regarding the President’s message,
the New York “Times” on Sept. 20 said:

“Stripped of all its verbiage,” the President said, ‘‘that responsibility
involves the basic task of seeing to it that our people, in this part of the
world, continue to live and work under their own system of government
without interference from the people and the governments in certain other
parts of the world. The responsibility of building a defense for the pro~
tection of our democracy is the joint responsibility of all our governments—
Federal, State and local.” .

William S. Knudsen, Production Chief of the National
Advisory Defense Commission, told the Mayors yesterday
(Sept. 20) that the country must be patient in its defense
expectations, since the greatest problem—that of tools and
men—is yet to be faced. Reporting on his remarks, the New
York “Sun” of Sept. 20 said:

‘‘Here, of course,” he said, ‘‘is going to lie our greatest difficulty. The
fact that it is generally expected that within a month or two planes, guns
and ammunition will be forthcoming in quantities is deplorable. This is
an impossibility.

““Months will have to passbefore the pieces will come out. An airplane
or motor plant takes from nine to fourteen months to get into operation, a
machine-gun factory takes from eight to eleven months and a powder mill
from ten to twelve,

“Every factory takes machine tools, and much care must be exercised
so that proper preference will be given to important items.’’

Subsequently he said: “Tt is essential that the whole country becomes
interested in the problems of national defense.

“‘Considering the time in which it is to be done, the program is probably
the biggest attempted by any country since the world war. It is under-
taken with the idea that by the co-operation of every branch of American
tife with the Government it can be done the right way—not through
discipline by force, but. by co-operation and patriotism willingly given by
finance, industry, labor and by every man in the street and on the farm
‘who wants to preserve democracy for our children and our children’
children in the future."

B S

St. Lawrence Plan Revived to Develop Power for
Defense Purposes, President Roosevelt Discloses—
Waterway Not Being Discussed Now

President Roosevelt revealed on Sept. 13 that representa-
tives of the United States and Canada are discussing the
development of new power facilities along the St. Lawrence
River for defense purposes. The President is reported to
have explained at his press conference that this question
is distinct from the development of navigation facilities,
which has been a subject of controversy for many years.
FEarly this year negotiations between the two countries were
carried on for a treaty developing the St. Lawrence River
and the Great Lakes basin as a navigation and hydro-
electric power project, but no final action has been taken
on the matter. Considerable opposition to the proposed
project was made at this time; referred to in our issues
of Feb. 3, page 761, and March 2, page 1363. With regard
to the President’s remarks on the latest development in
the matter, a Washington dispatch of Sept. 13 to the New
York “Times” said:

The first major indication that the topic had been revived occurred on
Wednesday, when Mr. Roosevelt conferred at length with A. A. Berle,
Assistant Secretary of State, and Leland Old, Chairman of the Federal
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Pcwer Commission.
conference,

Mr. Roosevelt replied that he could say only that the question of defense
needs raises an immediate problem of ample power resources, making the
St. Lawrence development one which for the time being must be considered
entirely apart from development of navigation facilities. It was this
navigation question, abservers recalled, which aroused a storm of contro-
versy over the proposed development in past years.

Since additional power may be an immediate necessity, Mr. Roosevelt
went on, representatives of the United States and of Canada are discussing
the subject of power alone.

When President Roosevelt was asked if he planned to send a message
on the subject to Congress soon, he replied that he did not know; that he
had not reached the stage where such a decision could be made.

He added, however, that the question of power development at this time
would not preclude the possibility of navigational development in future.

B

President Roosevelt Extends Export License System to
Include Plans for Making Aircraft-and Engines and
for Producing Aviation Fuel

President Roosevelt on Sept. 12 issued a proclamation en-
larging the classification of products which may be exported
only under license to include equipment, plans and specifica-
tions for producing aviation gasoline and tetraethyl lead and
information useful in the design or construction of aircraft
or aircraft engines. The order, effective Sept. 13, amends a
proclamation issued on July 2 designed to keep in this
country materials essential to the national defense, an
item regarding which appeared in our issue of July 6,
page 39. Exports of aircraft and engines were placed
under a licensing system by a proclamation issued May 1,
1937 (reperted in our issue of May 8§, 1937, page 3101),
while on July 26 this year the President added petroleum
products, ietraethyl lead, and iron and steel scrap to the
list of commodities for which export licenses are required.
This was mentioned in these columns July 27, page 485.
In United Press accounts from Washington, Sept. 13, it
was stated : ’

Mr. Roosevelt revealed that the proclamution was signed yesterday- and
became effective today. :

The acticn, he said, merely represented an attempt to tighten control
over vital defense products in keeping with the Justice Department’s effort
to keep patents, formulas and technical specifications within the Nation’s
confines.

The more rigid contrcl will not interfere with sale of American planes
and engines to Great Britain, officials said, because the licensing system
does not become an embargo in itself unless the Administration refuses
to issue an export license for any given shipment.

In view of the aid-to-Great Britain policy; no such refusal is anticipated
unless this country’s own needs become pressing., . . .

Mr. Roosevelt declined to epeculate on the possibility that the new
proclamation would restrict circulation of technical magazines, many of
which carry plans and specifications for complicated apparatus.

The text of the latest proclamation follows:

Whereas Section 6 of the Act of Congress entitled “An Act to Expedite
the Strengthening of the National Defense,” approved July 2, 1940, provides
as follows:

“Whenever the President determines that it is necessary in the interest
of national defense to prohibit or curtail the exportation of any military
equipment or munitions, or component parts thereof, or machinery, tools or
material, or supplies necessary for the manufacture, servicing or operation
thereof, ke may by proclamation prohibit or curtail ‘such exportation,
except under such rulss and regulations as he shall prescribe. Any such

roclamation shall describe the articles or materials inclided in the pro-
iibition or curtailment contained therein. :

“In case of the violation of any provigion of any proclamation or of any
rule or regulation, issted hereunder, such violator or violators, upon con-
viction, shall be punisted by a fine of not mure than $10.000, or by im-
prisonment for not mere than two vears, or by both such fine and im-
prisonment. - The authcrity granted in this section shall terminate June 30,
1942, unless the Congress shall otherwise provide’ ;

Now, therefore, I, Franklin D. Roosevelt, President of the United
States of America, acting under and by virtue of the authority vested in
me by the aforesaid Act of Cengress, do herchy proclaim that upon the
yecommendation of the Administrator of Export Control I have determined
that it is necessary in the interest of the national defense that on and
after this date ‘the following-described articles and materials shall not be
exported from the United States except when authorized in each case by 4
license, as provided for in Proclamation No. 2413 of July 2, 1940, entitled
+Administration of Section 6 of the Act entitled ‘An Act to expedite the
strengthening of the national defense,’ approved July 2, 1940,” and in the
regulations issued pursuant thereto:

1. Equipmert (excluding minor component parts) which can be used,
or adapted to use, for the production of aviation motor fuel from petroleum,
petroleum products, hydrocarbons, or hydrocarbon mixtures, by process
involving chemical change; and any plans, specifications, or other docu-
ments containing descriptive or technical information of any kind (other
than that appearing in any form available to the general public) useful
in the desizn, construction, or operation of any such equipment, or in
connection with any such processes. Aviation motor fuel shall mean such
fuel as is defined in the regulations ijseued pursuant to Proclamation No.
2417 of July 26, 1940, as may from time to time be amended.

2. Equipment (excluding minor component parts) which can be used,
or adapted to use, for the production of tetraethyl lead; and any plans,
specifications, or other documents containing descriptive or technical in-
fcimation of any kind (other than that appearing in any form available
to the general public) useful in the design, construction, or operation of any
such equipment, or in connection with any such processes. Tetraethyl lead
ghall mean such tetraethyl lead as is defined in the regulations issued
pursuant to Proclamation No. 2417 of July 26, 1940, as may from time to
time be amended

3. Plans, specifications, and other documents containing descriptive or
technical information of any kind (other than that, appearing in any form
available to the general public) setting forth the design or construction of

aircraft or aircraft engines.
—_—

He was asked today if he cared to discuss that

President Roosevelt Asks Congress for Legislation Pre-
serving Insurance Protection for Those Called for
Military Service

President Roosevelt, in a special message to Congress on

Sept. 14, asked for the enactment of legislation preserving
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insurance protection of workers, called into active military
service, under the Social Security Act, the Railroad Retire-
ment Act and the Railroad Unemployment Insurance Act.
The text of the President’s message follows:

To the Congress of the United States.

The social gains of recent years, including insurance and other benefit
rights, must be preserved unimpaired. The National Guard legislation,
which I recently approved, contained provisions evidencing this policy in
connection with benefit rights of workers who are called into active service,
and a similar provision is contained in pending selective service legislation.

I recommend to the Congress early consideration of the problems thus
recognized, and enactment of the necessary legislation incident to preserving
fnsurance protection under the Social Security Act, the Railroad Retire-
ment Act, and the Railroad Unemployment Insurance Act, and to facilitate
State action under the Federal-State unemployment insurance program.

The agencies administering the Federal acts have been considering the
needed technical changes to meet these problems and are now ready to
furnish recommendations to the Congress in this connection.

FRANELIN D. ROOSEVELT.
o Tho White House, Sept. 14, 1940. '

Following the reading of the message in the Senate it was
referred to the Senate Committee- on Finance. Senator
Vanderberg at the same time advised the Senate that antici-
pating the message he had introduced as an amendment to
the pending tax measure the necessary legislation to achieve
the purposes of the message.

—_———————

President Roosevelt Signs Compulsory Military Train-
ing Bill—Proclaims Oct. 16 as Registration Day for
16,500,000 Men Between Ages of 21 and 36—Asks
Congress for Funds to Finance Program—Also
Statement on Procedure to Be Followed

The first peacetime conscription bill in the Nation’s history
became law on Sept. 16 when President Roosevelt affixed
his signature to the Burke-Wadsworth selective service and
training measure. Immediately after signing the bill the
President issued a proclamation designating Oct. 16, as the
day on which, it is estimated, 16,500,000 men hetween the
ages of 21 and 36 must register. Mr. Roosevelt at the same
time issued a statement explaining how the registration will
be handled. . . .

Congressional action on the bill was completed on Sept. 14,
when the Senate by a vote of 47 to 25 and the House by a
vote of 232 to 124 adopted the final, or second, conference
report. The Senate on Sept. 13 voted 37 to 33 to send the
bill back to the conference committee, in order to make more
stringent the section empowering the Government to take
over industrial plants which fail to cooperate in the defense
program. The committee immediately complied with this
request and final Congressional action followed the next day.

Regarding the final changes made by the conferees,
Associated Press advices from Washington, Sept. 4, said:

The Senate vote on the plant seizure controversy came on a motion b¥
Senator Neely, Democrat, of West Virginia, to send the entire bill back to
the conference committee with instructions to the Senate conferees tO
substitute the industrial provision voted by the House for a compromise of
original Senate and House provisions which the committee had recom-
mended.

The 11 Senators and Representatives quickly gathered in a nearby com-
mittee room and adopted the House provision.

By this time, however, the Senate had quit for the night, and the House,
which had been waiting in recess for several hours for the Senate to pass the
legislation in time for final action about mid-night, had adjourned.

The 600-word section which the committee accepted on Senate instruc-
tions and which thereupon became a part of the bill provided, in principle,
that once the President had placed a defense order, the manufacturer should
accept it at a price declared to be reasonable by the Secretary of War or the
Secretary of Navy.

If the manufacturer declined to give the Government preference on this
order, or refused to fill iv, the Government could step in and operate the
plant, paying “fair and just” compensation, The manufacturer would be
subject to maximum penalties of three years imprisonment and $50,000 fine.

This provision contrasted with the committee’s compromise version
which opponents assailed as vague and unenforceable. That would have
authorized the Government to take over plants only' if the Becretary of
War or the Secretary of Navy certified that the public necessity was im-
mediate and there was no other source of supply.

Senator Russell, Democrat, of Georgia, co-author with Senator Overton,
Democrat, of Louisiana, of the original Senate section discarded by the
conferees, led the fight which resulted in the Senate vote.

Within a short time after Congress disposed of the legis-
lation (Sept. 14), Mr. Roosevelt sent to the House emergency
supplemental estimates of appropriations for national de-
fense for the fiscal year ending June 30, 1941, totaling
$1,733,886,976 cash, plus contract authorizations of $207,-
000,000. A large part of these funds will be used to finance
the draft program. ) .

In his proclamation setting the date for registration and
quoting the main provisions of the law the President declared:

The Congress has debated without partisanship and has now enacted a
law establishing a selective method of augmenting our armed forces. The
method is fair. It issure,itis democratic—it is the will of the people.

After thoughtful deliberation, and as the first step, our young men will
come from the factories and the fields, the cities and the towns, to enroll
their names on registration day.

On that eventful day my generation will salute their generation. May
we all renew within our hearts that conception of liberty and that way of
life which we have all inherited. May we all strengthen our resolve to
hold high the torch of freedom in this darkening world so that our children
and their children may not be robbed of their rightful inheritance.

Mr. Roosevelt’s statement explaining in detail the manner
in which the draft will operate declared:

In the military service they (the draftees) will be intelligently led, com-
fortably clothed, well fed, and adequately armed and equipped for basic
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training. By the time they get physically hardened, mentally disciplined
and properly trained in fundamentals, the flow of critical munitions from
factory to combat units will meet the full requirements for their advanced
‘training, ;

In the military service, Americans from all walks of life, rich and poor,

country bred and city raised, farmer, student, manual laborer and white .

collar worker, will learn to live side by side, to depend upon each other in
military drills and maneuvers, and to appreciate each other's dignity as
American citizens.

Universal service will bring not only greater preparedness to meet the
threat of war, but a wider distribution of tolerance and understanding to
enjoy the blessings of peace.

It is expected that the first contingent of 75,000 men will
be called for training about Nov.15. A total of 400,000 men
will be under training by Jan. 1 and the figure will be raised
to 900,000 by the spring. i

Previous Congressional action on the bill last week was
referred to in these columns of Sept. 14, page 1504.

The text of the President’s proclamation follows:

REGISTRATION DAY -
BY THE PRESIDENT OF THE UNITED STATES
A PROCLAMATION

Whereas, The Congress has enacted and T have this day approved the
Selective Training and Sarvice Act of 1940, which declares that its im-
perative to increase and train the personnel of the armed forces of the
United States and that in a free society the obligations and privileges of
military training and service should be shared generally in accordance
with a fair and just system of selective compulsory military training and
service, and

Whereas, The said Act contains, in part, the following provisions:

‘““S8ec. 2. Except as otherwise provided in this Act, it shall be the duty
of every male citizen of the United States, and of every male alien residing
in the United Btates, who, on the day or days fixed for the first or auly
subsequent registration, is between the ages of 21 and 36, to present himself
for and submit to registration at such time or times and place or Places,
and in such manner and in such age %roup or groups, as shall be determined
by rules and regulations prescribed hereunder,

+'8ec, 5. (a) Commissioned officers, warrant officers, pay clerks, and
enlisted men of the regular Army, the Navy, the Marine Corps, the (Joast
Guard, the Coast and Geodetic Survey, the Public Health Service, the
federally recognized active National Guard, the Officers’ Reserve Corps,
the Regular Army Reserve, the Enlisted Reserve Corps, the Naval Reserve,
and the Marine Corps Reserve; cadets, United States Military Academy;
midshipmen, United 8tates Naval Academy; cadets, United States Coast
Guard Academy; men who have been accepted for admittance (commencing
with the academic (irear next succeeding such acceptance) to the United
States Military Academy as cadets, to the United States Naval Academy as
midshipmen, or to the United States Coast Guard Academy as cadets, but
only during the continuance of such acceptance; cadets of the advanced
course, senior division, Reserve Officers’ Training Corps or Naval Reserve
Officers’ Training Corps; and diplomatic representatives, technical attaches
of foreign embassies and legations, consuls general, consuls, vice-consuls,
and consular agents of foreign countries, residing in the United States who
are not citizens of the United States, and who have not declared their
intention to become citizens of the United States, shall not be required to be
registered under section 2 and shall be relieved from liability for training
and service under section 3 (b),” o

“8ec. 10 (a) The President is authorized— i 1

(1) to prescribe the necessary rules and regulations to carry out the pro-
visions of this Act;"’

''(4) to utilize the services of any or all departments and any and all
officers or agents of the United States and to accept the services of all officers

and agents of the several States, Territories, and the District of Columbia
and subdivisions thereof in the execution of this Act;"

‘‘S8ec. 14 (a) Every person shall be deemed to have notice of the require-
ments of this Act upon publication by the President of a proclamation or
other public notice fixing a time for any registration under section 2,

Now, Therefore, 1, Franklin D. Roosevelt, President of the United
States of America, und>r and by virtue of the authority vested in me by
the aforesaid Selective Training and Service Act of 1940, do proclaim the
following:

1. The first registration under the Selective Training and Service Act
of 1940 shall take place on Wednesday, the 16th day of October, 1940,
between the hours of 7 a. m. and 9 p. m.

2. Every male person (other than persons excepted by Section 5 (a) of
the aforesaid Act) who is a citizen of the United States or an alien residing
in the United States and who, on the registration date fixed herein, has at-
tained the 218t anniversary of the day of his birth and has not attained the
36th anniversary of the day of his birth, is required to present himself for and
submit to registration. Every such person who is within the continental
United States on the registration date fixed herein shall on that date present
himself for and submit to registration at the duly designated place of
registration within the precinct, district, or registration area in which he
has his permanent home or in which he may happen to be on that date.
Every such person who is not within the continental United States on the
registration date fixed herein shall within five days after his return to the
continental United States present himself for and submit to registration.
Regulations will be prescribed hereafter providing for special registration
of those who on account of sickness or other causes beyond their control
are unable to present themselves for registration at the designated places
of registration on the registration date fixed herein,

3. Every person subject to registration is required to familiarize himself
with the rules and regulations governing registration and to comply
therewith.

4. The times and places for registration in Alaska, Hawaii, and Puerto
Rico will be fixed in subsequent proclamations.

5. I call upon the Governors of ths several States and the Board of
Commissioners of the District of Columbia to provide suitable and suf-
ficient places of registration within their respective jurisdictions and to
provide suitable and necessary registration boards to effect such registration.

6. I further call upon all officers and agents of the United States and
all officers and agents of the several States and the District of Columbia
and subdivisions thereof to do and perform all acts and services necessary
to accomplish effective and complete registration; and I especially call upon
all local election officials and other patriotic citizens to offer their services
as members of the boards of registration.

7. In order that there may be full cooperation in carrying into effect
the purposes of said Act, I urge all employers, and Government agencies

of all kinds—Federal, State and local—to give those under their charge

sufficient time off in which to fulfill the obligation of registration incumbens
on them under the said Act.

America stands at the cross roads of its destiny. Time and distance
have been shortened. A few weeks have seen great nations fall. We
cannot remain indifferent to the philosophy of force now rampant in the
world. The terrible fate of nations whose weakness invited attack is too
well known to us all, .

‘We must and will marshal our greit Potential strength to fend off war
from our shores. We must and will prevent our land from becoming a
victim of aggression,
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Our decision has been made. |

It is in that spirit that the people of our country are assuming the burdens
that now become necessary. Offers of service have flooded in from pa-
triotic citizens in every part of the Nation, who ask only what they can do
to help. Now there is both the opportunity and the need for many thou-
sands to assist in listing the names and addresses of the millions who will
enroll on registration day at school houses, polling places, and town halls.

The Congress has debated without partisanship and has now enacted
a law establishing a selective method of augmenting our armed forces.
The method is fair, it is sure, it is democratic—it is the will of our people.

After thoughtful deliberation, and as the first step, our young men will
come from the factories and the fields, the cities and the towns, to enroll
their names on registration day.

On that eventful day my generation will salute their generation. May
we all renew within our hearts that conception of liberty and that way of
life 'which we have all inherited, May we all strengthen our resolve to
hold high the torch of freedom in this darkening world so that our children
and their children may not be robbed of their rightful inheritance.

In witness whereof 1 have hereunto set my hand and caused the geal of
the United States to be affixed.

Done at the City of Washington this 16th day of September in the year
of our Lord nineteen hundred and forty, and of the Independence of the
United States of America the one hundred and sixty-fifth. :

[Seal] FRANKLIN D. ROOSEVELT.
By the President:

CORDELL HULL, Secretary of State.

Following is Mr. Roosevelt’s explanatory statement con-
cerning registration:

America has adopted selective service in time of peace, and, in doing so,
has broadened and enriched our basic concept of citizenship. -Beside the
clear democratic ideals of equal r.ghts, equal privileges and equal oppor-
tunities, we have set forth the under.ying other duties, obligations and
responsibilities of equal service.

In thus providing for national defense, we have not carved a new and
uncharted trail in the history of our democratic institutions. On the con-
trary, we have merely reasserted an old and accepted principle of demo-
cratic government. The militia system, the self-armed citizenry with the
obligation of military service incumbent upon every free man, has its roots
in the old common law. It was brought to this continent by our forefath rs.
It was an accepted institution in colonial days. At the time of the adoption
of the Federal Constitution, nine of the 13 States explicitly provided for
universal service in their basic Jaws.

In those days, little was required in the way of equipment and training
for the man in arms. The average American had his flintlock and knew
how to use it. In addition, he was healthy, strong, and accustomed to
hardship. When he reported for military duty, he brought with him his
musket and his powder horn. His daily life inured him to the r gors of
warfare. .

Today, the art of war calls for a wide variety of technical weapons.
Modern life does not emphasize the qualities demanded of soldiers. More-
over, behind the armed forces, we must have a munit ons industry as a part
of an economic system capable of providing the fighting man with his full
requirements of arms and equipment. Many individua's, therefore, may
serve their country best by holding their posts on the production line. The
object of selective service is to provide men for our Army and Navy and
at the same time disturb as little as possible the normal life of the Nation.

Selective service consists of four steps, which s ngly and in the group,
have been developed to operate with the fairness and justice characteristic
of free, democratic Institutions, These steps are: registration, classification,
selection and induction.

Wednesday, Oct. 16 has been set aside, on which day every male between
21 and 35, inclusive, will be expected to report to a neighborhood precinct /
to fill out a registration card and a registration cartificate. The certificate
issued to the individual will be carried by him as a testimon'al to h's accept~
ance of the fundamental obligation of citizenship. The registration card will
be forwarded to the County Clerk or similar off cial and will be delivered
by him to the local Selective Service Board.  These Boards, consisting of
three men, each appointed by the President, upon recommendations of the
State Governors, will be set up in more than 6,000 communities. When the
Btates notify the National Director of selective service that all of the local
Boards have completed this work, a national drawing by lot will determine
the order of priority of the registrants in each local Board area. The na~
tional priority list will be furnished to the local Boards and the corresponding
order of selection will be entered on the registration cards in their custody.

The priority established by the drawing will determine the order in which
questionnaires will be mailed to the registrants. Upon receipt of these
questionnaires the registrants will enter on these forms Ppertinent facts on
the basis of which their final classification will be determined.

There will be organized in every community in our Nation advisory
boards for registrants, composed of patriotic citizens, civilian volunteers,
to assist registrants in presenting fairly the facts to be used in determining
the place of each individual in the scheme of national defense.

After the return of these questionnaires, the local Board, after due con-
sideration, will place the registrants in one of four classes. In Class I will
be those who are available for immediate service; in Class II, those who are
deferred because of the essential character of the service they are rendering
in their present occupations; in Class III those individuals who should be
deferred because of individuals dependent upon them for support; in Class
IV those specifically deferred by the terms of the Act.

The total number of individuals needed by the armed forces will be
prorated among the several States. In this allocation due consideration will
be given to the number of men already furnished by that State for our
military forces. Within each State a quota, in a similar manner, will be
divided among the local Boards. Thus, each locality will be asked to furnish
its fair share of individuals for induction into our armed forces.

In each of these local Board areas individuals between the ages of 18 and
35 will be offered an opportunity to volunteer for a one-year period of service
and training. Such applicants will be accepted before any other individuals
are selected, provided they are suitable for military service. It will be the
duty of the local Board to select as many additional individuals.as are
necessary to fill the quota for that particular area.

Following the tentative selection of these individuals, a local medical
examiner will examine them physically. If they are accepted, they will ba
sent forward for final physical examination by medical officers of the Army,
Navy or Marine Corps. Those who pass will be inducted into the service.

In the military service they will be intelligently led, comfortably clothed,
well fed, and adequatcly armed and equipped for basic training. By the time
they get physically hardened, mentally disciplined and properly trained in
fundamentals, the flow of critical munitions from factory to combat units
will meet the full requirempents for their advanced trafning.

In the military service, Americans from all walks of life, rich and poor,
country-bred and city raised, farmer, student, manual laborer and white
collar worker, will learn to live side by side, to depend upon each other in
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military drills and maneuvers, and to appreciate each other’s dignity as
American citizens. .

Universal service will bring not only greater preparedness to meet the
threat of war, but a wider distribution of tolerance and understanding to
enjoy the blessings of peace.

Y

—_——

President Roosevelt Signs Transportation Bill—Asso-
ciation of American Railroads Summarizes Prc-
visions of Act

President Roosevelt signed on Sept. 18 the Wheeler-Lea

transportation bill, which places all carriers, execept air
carriers, under the regulating authority of the Interstate
Commerce Commission. Final Congressional action on the
measure was completed last week; this was mentioned in
our issue of Sept. 14, page 1504.
_ The Association of American Railroads, in a statement
issued Sept. 18, states that “‘in a sense, this measure is the
culmination of a report made by a committee appointed
by the President of the United States two years ago, for the
purpose of submitting recommendations upon the general
transportation situation.” The Association also says:

The laws does not by any means include all of the recommendatio. 8
made by this committee. As examples, the Act does not_revise the rate-
making rule in the way recommended; it leaves in effect the substance
of the long and short haul clause; it does not touch the subject of intre=
state rates; it provides no tolls for the use of improved waterways; and it
does not discontinue the operation of the Federal Barge Line.

On the other side of the balance sheet, the Act does accomplish certain
desirable ends, most of which were recommended by the President's com-~
mittee. Without going too much into detail, it may be said that the present
situation is improved.

One recomendation of the Committee of Six was that a law should be
passed requiring the Government to pay its proportional part of the expense
of rebuilding bridges in order to remove ohstacles to navigation. While
this feature was not in the omnibus bill, it will be remembered that a bill
t0 this effect was passed by Congress over the President's veto some weeks
ago.

No one connected with the railroad industry believes for a moment that
the passage of this Act has solved the railroad problem or that it will result
immediately in large increases in revenue. The Act contains some pro-
visions which the railroads regard as unwise. One of these has been men-
tioned above, in connection with consolidation legislation. Another is a
provision dealing with export rates on agricultural products, a matter
which would better, we think, have been left alone. The railroads would
be better satisfied with the regulation of water carriers if bulk carriers were
included. The Act does not exercise any restraining influence over the
improvident expenditure of public funds for the extension of waterways.
It does not modify the Panama Canal Act or the Denison Act. Yet the Act
does indicate a disposition on the part of Congress to view the transporta-
tion problem as a whole and to disregard all considerations except those
which conserve the public interest. The Act lays new duties and respon-
sibilities upon the Interstate Commerce Commission and the enactment
of the legislation is a tribute to the confidence in which that body is re-
garded by Congress and the country.

Discussing briefly the various provisions of the Act from
the railroads’ viewpoint, the statement of the Association
states:

1. The Act contains a declaration of national policy under which Congress
pledges itself to treat all modes of transportation fairly and impartially.
The declaration indicates a purpose on the part of Congress to approach
the transportation question, not from the viewpoint of favoritism to any
form of transportation, but with the purpose to give the country a sound
transportation system, under which railroads, motor carriers, water car-
riers, pipe lines, sleeping car companies and express companies will all be
regulated by the same agency and in the public interest. This is the first
time that Congress has approached the transportation problem in this
comprehensive fashion.

2. Congress has made a beginning toward the regulation of water car-
riers by the adoption of Part 1I1 of the new Transportation Act, Bulk
carriers are exempted from the regulating authority and this the railroads
believe to be a defect in the Act. However, the Act does place under the
regulating authority of the Interstate Commerce Commission all carriers
except air carriers and the Act, wisely administered, as it doubtless will
be, by the Interstate Commerce Commission, marks a step forward in
bringing order into a situation which has at times threatened to be chaotic.

3. The Act improves, in some respects, the mechanics of the consolida-
tion process. It makes it no longer necessary for the Commission to pre-
scribe a fixed plan and it modifies the standards so as to give the Commission
greater discretion in safeguarding the public interest. One feature of the
law which the railroads consider unfortunate is the inclusion of a provision
adopted ostensibly in the interest of labor, the tendency of which will be
to prevent, for a time at least, bringing about economies, which it is the
principal function of consolidation to accomplish.

4. The Act relieves some of the railroads to a certain extent in the matter
of land grant rates. True, it provides that the military and naval property
of the United States moving for military and naval purposes shall still
be transported at land grant rates and it further prohibits the application
of the relief to railroads which do not release their claims against the
United States to interest in lands which have not yet been conveyed to the
railroads. This exception will prevent the application of the law in certain
important sections of the country, but in other sections the relief will be
substantial.

5. The Act does improve the long and short haul clause by omitting the
so-called equi-distant provision, a feature which had been troublesome to
the Commission and the carriers alike.

6. The Act contains a very important provision, Title ITI, establishing
a board of investigation and research, to be composed of three persons
who shall be appointed by the President, for the purpose of investigating
three matters, these being:

(a) The relative economy and fitness of carriers by railroad, motor and
water for transportation service, with a view of determining the service
for which each type of carrier is especially fitted, so that there may be
developed a national transportation system in the Umted States;

(b) The extent to which the several classes of carriers have been sub-~
_gidized by the Government, and

(c) The extent to which taxes are imposed upon such carriers by govern-
mental agencies.

In addition to these three specific matters, the Board is authorized to
imvestigate any other matter which may relate to transportation. This
is a very important provision and if the investigation is carried on by
competent men, as it doubtless will be, and sufficient time is afforded for
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a thorough study of the problems submitted, the report should furnish
Congress with a guide for further and more constructive legislation.
oo '

President Roosevelt Signs $23,680,000 Drydock Bill—
Includes $10,000,000 for Super Project in New York
Harbor

Announcement was made on Sept. 19 that President

Roosevelt had signed the bill authorizing the Navy Depart-

ment to build & $10,000,000 graving drydock in New York

Harbor capable of accommodating the largest Naval ships

built or under construction. The bill also carries authori-

zations of $7,500,000 for the construction of a graving dry=-
dock in the Caribbean area and of $6,180,000 for improve-
ments to the South Boston drydock. Passage of the measure

by the House on Sept. 9 and by the Senate on Sept. 12

was mentioned in these columns on Sept. 14, page 1505. It

is expected that funds for the project will be included in

a third supplemental national defense appropriation which

will probaﬁly be introduced in the House next week.

In advices from Washington Sept. 19, to the New York

“Herald Tribune” it was stated:

In addition to the New York graving drydock, the bill signed today
authorizes construction of another, to cost $7,500,000, in the Caribbean
area, and improvement of the Navy's South Boston drydock at a cost
of $6,180,000.

Senator James M. Mead, Democrat, of New York, sponsor of the New
:York drydock legislation, said approval of the measure by the President
‘assured that the battleship-building facilities of the New York Navy
Yard will be fully utilized in the construction and docking of the so-called
sultimate’ 45,000-ton battleships under the two-ocean Navy program.’

He said he had been assured that all sites offered, including those in
Brooklyn, Staten Island and along the Husdon in greater New York would
receive full consideration of the Navy before choice was made.

—————

House Votes $338,000,000 to Provide Housing
for Conscripted Army

The House on Sept. 19 passed and sent to the Senate
a bill calling for an appropriation of $338,000,000 to provide
housing for those drafted into the Army in the coming
year. Regarding the bill a Washington dispatch of Sept.
19 to the New York ‘“Times” said:

The approved measure carries $329,519,920 for the construction of
buildings, utilities, flying fields and other facilities, and $8,000,000 for
the purchase of land. The $338,000,000 would supplement $128,000,000
provided in the recently approved defense appropriation bill for the housing
of the National Guard during its year’s Federal service.

Debate on the measure lasted only 40 minutes and there was no record
vote, in the absence of any appreciable opposition. Representative Hoffman
of Michigan offered an amendment under which costs of building materials
would have been frozen at present levels, but the House rejected the pro®
posal after Mr. Woodrum called it “unworkable.”

————————

President Roosevelt Sends to Congress Defense Com-
mission’s General Principles on Letting Contracts
and Labor Requirements

President Roosevelt sent to Congress on Sept. 13 a special
message embodying a declaration of the general principles
rnanimously agreed to and adopted by the National Defense
Advisory Commission governing the letting of national de-
fense contracts and also the Commission’s statement of labor '
requirements as a guide for contractors. In our issue of
Sept. 14, page 1503, brief reference was made to this mes-
sage, The President observed that he considers “these two
documents to be of such importance as to justify my send-
ing them to the members of the Senate and the House of
Representatives as a matter of information. The values
of these policies and principles to the Government, to indus-
try, agriculture, labor and the country, sectionally and as a
whole, will be seen at once.” "The text of the President’s
message, embodying the statement of labor policy of the
Commission, as:well as of the principles governing the let-
ting of defense contracts, follows:

The National Defense Advisory Commission on Sept. 6, 1940, unani-
mously agreed to and adopted' general principles governing the letting of
national defense contracts. On Aug., 31 the Commission also unanimously
adopted a etatement of labor requiremcnts as a guide for contractors who
have received national defense orders from the United States Government.

I consider these two documents to be of such importance as to justify
my sending them to the members of the Senate and the House of Repre-
sentatives as a matter of information. The values of these policies and
principles to the Government, to industry, agriculture, labor and to the
country, sectionally and as a whole, will be geen at once.

The general principles governing the letting of defense contracts follow:

“The essence of the preparedness program is the getting of an adequate
supply of materials' of the proper quality in the shortest space of time
possible, Congiderations of price alone are highly important, but in the
emergency are not governing. 3

1. Speed of delivery of all items on the defense program is essential.
This means:

“(a) That orders should be placed in such a manner as to insure the
most efficient use of each particular facility from the point of view of
the program as a whole; .

«(b) That proper consideration should be given to contributory indus-
tries, such as the machine tool industry, to avoid creating underlying
bottlenecks ; " .

“(c) That once deliverv dates are fixed, assurance be given that they
will be met by the supplier.

“g. Proper quality. is also of prime importance, It is, therefore, neces-
sary to determine first of all whether or not the supplier can meet the
quality requirements, as specified. There should be a willingness on the
part of hoth the Army and Navv. on the one hand, and of the supplier,
on the other, to adjust specifications on a cooperative basie in order that
such specifications may come as mear as possible to meeting commercial
standards while at the same time fulfilling the military requirements.

«g. Price, while not the sole_consideration, is of outstandine significance,
and everv effort must be made to recure a fair price. This must take
recoenition, among other things, of determination of proper cost factors,

<4 The impact of the defense program upon the consumers must be
recognized. This relates to such factors as: !

«w
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“(a) Due regard to the necessity of protecting civilian needs and morale ;
“(b) Proper health and housing conditions among employees ;

“(c) Consideration to possible off-season production in order to dove-
tail the military program into production for civilian requirements. Off-
season production also should lead to lower overhead and consequently to
lower prices for both the consumers and the Government.

““5. Adequate consideration must be given to labor. This means com-
pliance with the principles on this subject stated by the Commission in
its release of Aug. 81, copy of which it attached hereto. . )

“g, Undue geographic concentration of orders should be avoided, both
a5 to procurement districts and as to industrial sections within any such
procurement district. Reasons for such decentralization relate to factors of
military strategy, as well as avoiding congestion that will slow down
production. .

“7, Financial responsibility of the supplier should be examined. Ability
to post a bond does not necessarily dispose of this problem.. The proba-
bility should exist that the supplier will be able to continue his business,
at least long enough to complete his contract satisfactorily. Further, an
ability to finance himself through private sources should take preference
over necesgity for securing Government aid. A -

“8, The avoidance of congestion of transportation facilities should be
souzht. The same applies to warehousing facilities.

*9. Due consideration should be given to the adequacy of power facili-
ties, particularly where furnished by public utilities. .

“10. A general preference should be given to firms having experience
with so-called educational orders, Y

“11. The moral responsibility of the supplier is important and, in some
respects, fundamental, There should be evidence of honest and sincere
desire to cooperate with the Army and Navy in producing what is called
for, and on time, without profiteering; to assume some risks himself
rather than attempting to shift all such risks to the Government; and to
furnish a correct statement as to his capacity and his experience. The
supplier’s general standing and reputation among reputable business men
(as distinct from his financial rating) is one index of such qualifications.

“12. The Commission recognizes that competitive bidding is the better
procedure in certain types of industry and circumstances. However, it is
often impossible to make sure that the principles outlined above are
followed when contracts are placed on the basis of price alone and are
Jet to the lowest bidder. Therefore, in cases where competitive bidding
will not fulfill the above stated needs of national defense, the Commission
recommends that the use of the negotiated contrnct be authorized where
necessary in order that these objectives be obtained in making defense
purchases.”

Following is the statement of lahor policy adopted by the National
Defense Advisory Commission :

“Primary among the objectives of the Advisory Commission of the
Council of National Deferse is the increase in production of materials
required by our armed forces and the assurance of adequate future supply
of such. materials with the least possible disturbance to production of
supplies for the civilian population. The scope of our present program
entails bringing into production many of our unused resources of agricul-
ture, manufacturing and man-power.

“This program can be used in the public interest as a vehicle to_reduce
unempioyment and otherwise strengthen the human fiber of our Nation.
In the selection of plant lccations for new production, in the interest of
national defense, great weight must be given to this factor.

“In order that surplus and unemployed labor may be absorbed in the
defense program, all reasonable efforts should be made to avoid hours in
excess of 40 per weck. However, in emergencies or where the needs of the
vational defense cannot otherwise be met, exceptions to this standard should
be permitted. When the requirements of the defense program make it
necessary to work in excess of these hours, or where work is required on
Saturdays, Sundays or holidave, overtime should be paid in accordance
with the local recognized practices.

“All work carried on as part of the defense prozram should comply with
Federal statutory provisions affecting labor wherever such provisions are
applicable. This applies to the Walgh-Healy Act. Fair Labor Standards
Act, the National Labor Relations Act, &e. There should also be compli-
ance with State and local statutes affecting labor relations, hours of work,
wages, workmen’s compergation, safety, sanitation, &e.

“Adequate provisions should be made for the health and safety of
employecs.

‘As far as possible, the local employment or other agencies designated
by the United States Employment Service should be utilized.

“Wlorkers should nct be discriminated against because of age, sex, race
or color.

“Adequate housing facilities should be made available for employees.

“The Commission reaffirms the principles enunciated by the Chief of
Ordnance of the United States Army during the World War, in his order
of Nov. 15, 1917, relative to the relation of labor standards to efficient
production :

“¢In view of the urgent necessity for a prompt increase in the volume
of production . . vigilance it demanded of all those in any way associ-
ated with industry lest the eafeguards with which the people of this
country have sought to protect labor should be unwisely and unnecessarily
Lroken down. It is a fair assumption that for the most part these safe-
guards are the mechanisms of efficiency. Industrial history proves that
veagonable hours, fair working conditions and a proper wage scale are
essential to high production. . . . "Everv attempt should be made to
conserve in every way possible all of our achievements in the way of social
betterment. But the pressing argament for maintaining industrial safe-
puards in the present emergency is that they actually contribute to

efficiency.’ ”’
———eme

Senate Approves Jesse H. Jones as Secretary of Com-
merce—Will continue in Present Post of Loan Ad-
ministrator—Takes New Oath of Office

The Senate on Sept. 14 confirmed the appointment of
Jesse H. Jones as Secretary of Commerce succeeding Harry
L. Hopkins, resigned. Mr. Jones is now Federal Loan Ad-
ministrator and will continue to serve in that post in ad-
dition to the Secretaryship. A joint resolution permitting
this was passed by the Senate on Sept. 10 following its
adoption the previous day (Sept. 9) by the House. The
House action was mentioned in these eolumns Sept. 14, page
1515. The nomination was submitted to the .Senate by
President Roosevelt on Sept. 13. Mr. Jones’ total com-
pensation will be that provided by law for the Secretary of
Commerce.

Mr. Jones was sworn in as Secretary on Sept. 19 at a formal
White House ceremony in the presence of President Roose-
velt. The oath was administered by Stanley Reed, Associate
Justice of the U. S. Supreme Court.

———————

New French Ambassador Presents Credentials to
President Roosevelt

Gaston Henry-Haye, the new French Ambassador to the
United States, presented his credentials to President Roose-
velt at the White House on Sept. 13. He informed the Presi-
dent that the ideal for which France fought still remains alive
in the heart of Frenchmen. In reply. Mr. Roosevelt ex-
pressed his pleasure in hearing this and said he hoped that
French unity would continue to subsist.
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Mr. Henry-Haye, who arrived in New York on Sept. 6,
as was mentioned in these columns Sept. 14, page 1514,
suceeeds Count Rene Doynel de Saint-Quentin, who has
been appointed French Ambassador to Brazil.

Regarding the exchange of greetings between the new
Ambassador and the President, a Washington dispatch of
Sept. 13 to the New York “Times” said:

“Mr. President, I can say to you that even if my country cannot free
itself from the hard obligations which are the result of its defeat, the ideal,
for the defense of which my countrymen courageously took up arms again
only 25 years after the most bloody of victories, still remains alive in the
heart of Frenchmen,’”” the Ambassador said.

“Despite appearances, the war is not over for us. Cruel sufferings, both
material and spiritual, will still for long be felt in innumerable homes. The
majority of French families are scattered. Our women and children will
await for a long time yet the return of men who, at the present moment, are
enduring a hard captivity. Other women will await, in vain, alas, the
return of their husbands, their sons or their brothers, who will never return
again.

“In spite of these new misfortunes, let me assure you, Mr. President, .
that there is a force which no power can crush. It is that force which,
despite apparent and transitory differences, will proudly maintain that
French unity consecrated by so many sacrifices.”

In his reply President Roosevelt said:

“I have been particularly pleased to hear from you that France in its
travail bears still in its heart the ideals for which it took up arms. French-
men Have my sympathy and the sympathy of the people of the United
States, and I hope with you that, despite all, French unity, which has been
consecrated by so many sacrfices, will continue to subsist.

“I wish to assure you, Mr. Ambassador, of a cordial welcome to Washing-
ton. You may count upon my cooperation, as well as that of the officials
of this Government, in your efforts to solve the problems which will con-
front you, and to develop the understanding and friendly relations which
have so happily existed between our two nations.”

b i —_—

House Approves Conference Report on Bill Increasing
Lending Authority of Export-Import Bank by
$600,000,000—Compromise Measure Also Raises
RFC Borrowing Power by $1,500,000,000 '

The House on Sept. 14, by a vote of 218 to 138, adopted
the conference report on the bill increasing the lending
authority of the Ixport-Import Bank by $500,000,000 to
make loans to South American countries. The legislation,
which had been agreed to by the Senate and House eonferees
on Sept. 13, also would increase the horrowing power of the

Reconstruetion  Finance Corporation by $1,500,000,000.

Of this sum, the bank would receive $500,000,000 for the

loans, while the remaining $1,000,000,006 would be used by

the RFC for defense loans. When the Senate passed the

bill on Sept. 11 (noted in our Sept. 14 issue, page 1505)

it eliminated the RFC grant. The compromise bill now is

before the Senate awaiting approval.
——————

Excess Profits Tax Bill Goes to Conference Following
Its Adoption by Senate
B With both the House and Senate expediting action on the
excess profits tax bill the measure on Sept. 19 went to con-
ference to adjust the differing provisions of the bills of the
respective branches of Congress. The Senate passed the bill
on Sept. 19 by a vote of 46 to 22, changed to some extent
from the bill passed by the House on Aug. 29, as to which
reference was made in these columns Sept. 7, page 1372. As
to the Senate action, Associated Press advices from Wash-

" ington yesterday, Sept. 20, said:

The Senate tacked on a rider for the purpose of boosting individual
income and corporation taxes sharply upward in time of war.

One of the major changes made by the Senate was the provision adding
a flat 3.1% to normal corporation tax rates, thus increasing the present
20.9% to a 24% levy for corporations earning more than 125,000 a year.
An equal percentage was added to the rates paid by smaller corporations.

The Senate also revised the method adopted by the House for computing
excess profits and for applying the excess profits tax rate. The tax would
range from 25 to 50%.

Less at variance were House and Senate provisions for speeding up
defense industry.

Both approved suspension of existing profit limitations on Government
contracts for warships and airplanes.

An item bearing on the bill as reported to the Senate on
Sept. 11 appeared in our Sept. 14 issue, page 1504. According
to Washington advices Sept. 19 to the New York “‘Journal
of Commerce” final action on the bill by the Senate on that
day came after the Senate defeated by a vote of 44 to 30 the
so-called Brown amendment for reciprocal taxation of the
income of Federal and State tax exempt securities. From
the same account to “Journal of Commerce” from its
Washington bureau we quote: ;

Among the last minute changes made in the bill from the floor of the
Senate were the following:

An amendment by Senator Pittman (Dem., Nev.) exempting income
from the mining of strategic materials from the excess profits tax.

Another amendment of Senator Pittman to give industries the right to
select the best three out of four years in the base period 1936-1939 for
computing their excess profits credit. '

An alternative rate schedule of taxation when the credit is computed on
the basis of invested capital which will permit firms to figure the tax on the
basis of dollar amounts or percentage of the excess profits credit.

An amendment to permit deduction of unrecoverable loans of a parent
corporation to its subsidiary in computing the excess profits credit.

Two amendments were rejected without roll call votes. They were:

An amendment of Senator Downey (Dem., Calif.) which would have
raised the flat exemption of $10,000 provided for in the bill to $25,000,
which would have meant a loss in revenue to the Government of $20,000,000.

An amendment of Senator Lee (Dem., Okla.) to compel purchase of
Government obligations by individuals and corporations in relation to
income.
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As the bill goes.to conference, it differs from that which passed the
House three weeks ago in these major respects.

Difference in Bills

1. The normal tax on corporate incomes is increased 3.1% while a House
provision imposing a penalty tax of 4.1% on corporations that compute
their tax credit on the basis of average earnings is eliminated.

2. Corporations electing to compute their tax on the basis of invested
capital are allowed a flat credit of 8% of capital, computed as of the taxable
year. The House bill allowed a credit of 7% on the first $500,000 of invested
capital and 5% on amounts in excess. Average invested capital of the
period 1936 through 1939 is used as the base.

3. A flat exemption is provided for all corporations of $10,000 in lieu of
the House provision allowing a flat exemption of $5,000.

4. Broad provisions allowing the Commissioner of Internal Revenue to
make adjustments of so-called ‘“hardship’ cases is provided. The House
bill limited adjustments to cases where there was difficulty in determining
invested capital.

5. Permits filing of consolidated returns under rules and regulations to
be issued by the commissioner. The House bill made no provision for
consolidated returns.

6. Provides, in the case of accelerated amortization of new plant con-
struction, that the Government shall control disposition of only those
plants which were erected with the use of Government funds. The House
bill would control disposition of all plants erected under the amortization
provisions, regardless of whether only private capital were used.

On Sept. 13, when the bill was taken up for consideration
by the Senate, Senator Arthur H. Vandenberg (Rep.) of
Mich. led opposition to the proposed legislation, charging
that it was “an imponderable mess” which would slow the
national defense program. He conceded, however, according
to the Associated Press that as revised by the Senate Finance
Committee the measure was “tremendously improved’’ over
the House-approved draft. The Associated Press Wash-
ington advices Sept. 13 also stated:

Chairman Pat Harrison (Dem., Miss.), of the Senate Finance Committee
said that revising the legislation was ‘‘the most difficuit task that ever
confronted the Senate.”

Explaining the measure, he said Treasury officials estimated it would

- raise $1,000,000,000 a year of new revenue after its first year of operation.
He referred to the dispute between Treasury and National Defense Com-
mission spokesmen which held up committee approval of the bill for several

days, and said the Treasury wished to ‘‘penalize” corporations choosing to

compute excess profits on the basis of average earnings.

Mr. Harrison explained that this was accomplished in the House bill by
a 4.1% increase in the normal corporation tax schedules for firms using the
average-earnings base. :

“That did not appear fair to the Finance Committee,” he said. ‘‘So we
eliminated that and said all corporations should be treated alike. 'We put a
flat increase on the normal corporation rate of 3.1%."

Vandenberg said he doubted if the bill would reach “‘war millionaires’
and charged that it was directed against ‘‘middie-class business and new
business.”

On Sept. 14 the Senate rejected by a vote of 41 to 20, a
proposal by Senator Robert M. LaFollette (Pro., Wis.) to
tax as excess profits all eArnings over an 89 return on a
corporation’s invested capital plus an additional exemption
of $5,000. The Associated Press reporting this added:

The Wisconsin Senator offered his formula as a substitute for the Finance
Committee's recommendations that excess profits be determined on the
basis of average earnings for the base period 1936-1939, except that a
taxpayer would be allowed an 8% return on invested capital plus a $10,000
exemption. s

Both LaFollette and the committee proposed that the excess profits tax
rate should range from 25 to 50%. LaFollette, however, proposed to assess
the amount in proportion to the percentage of return on capital above the
exemption, while the committee brackets would be based on dollar amounts
in excess of the exemption.

This plan, LaFollette said, is an “improved version’ of one which he
put forward several months and which the Senate then wrote into the
session’s first defense tax bill. It was eliminated from that measure sub-
sequently by a Senate-House conference commitvee.

On Sept. 14 the Senate agreed to limit debate on the bill
beginning Monday, Sept. 16, to 30 minutes by any one
member; on that day the Senate, after a brief session,
recessed until Sept. 18, owing to the death on Sept. 15 of
Speaker Bankhead of the House. By a voice vote on Sept. 18
the Senate adopted as a rider to the excess profits tax bill
a provision authorizing the President to set up machinery
to guarantee conscripts their full Social Security and old
age pension benefits. The Associated Press reported:

It was substituted for a previously adopted amendment by Senator
Arthur H. Vandenberg (Rep., Mich.). Chairman Pat Harrison (Dem.,
Miss.), of the Senate Finance Committee, explained that the Vandenberg
amendment had not been sufficiently broad. .

The new amendment would permit President Roosevelt to promulgate
whatever regulations he deems necessary to protect the draftee’s Social
Security rights, including a ‘‘modified ‘form of insurance” to cover their
families.” The amendment is subject to House ratification when the tax
bill goes into conference.

The Vandenberg amendment, which he introduced after Mr. Roosevelt
asked for Social Security protection for the conscripts, simply would have
guaranteed that the trainees would not lose their benefits because of their
year's service in the armed forces.

‘Mr. Harrison said he had talked to Vandenberg, who was not in the
chamber when the substitute amendment was offered, and that the Michigan
Senator had no objections to the new measure.

A minority report on the Brown proposal for reciprocal
taxation of income from Federal and State tax exempt
securities filed declared that it would cost the States in
increased interest on their obligations a “minimum” of
$113,000,000 annually and “geriously disturb and probably
vitiate” essential refunding operations of cities and State
agencies. This was indicated in Washington advices Sept. 17
%o the New York “Journal of Commerce’’ which in stating
that the report was that of Senators Austin (Rep., Vt.) and
Burke (Dem., Neb.) added in part:
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The report contained a blanket indictment of the measure and will te
submitted to the Senate tomorrow when consideration of the tax bill is
resumed. . . .

The two Senators pointed out that the proposal has been advanced as a
social reform to meet the complaint that tax exempt securities offer a haven
of tax refuge for the wealthy. But when a close study is given to this
fact, it was added, it is found that the complaint cannot be substantiated.

Holdings by Wealthy Minor

“Records of the Treasury Department prove that contrary to popular
assumption, and in complete variance with the theory (a) only a minor
amount of outstanding State and municipal securities is held by wealthy
individuals, and (b) Treasury records of decedents’ estates over the past
10 years disclose that State and municipal securities comprise only 5% of
the holdings of every wealthy individual who died during the past 10
years,” the report said.

“In other words, the theory simply does not square with the facts. If it
were a fact that a large majority of the wealthy people of the country were
escaping taxation through purchase of these securities, it would indeed be

. a matter of grave concern. It is not the fact.”

The report concluded that enactment of the legislation will lead to an
increase in the interest rate which States will have to pay on their securities
of about 6-10 of 1% or 60 points, or a minimum of $113,000,000 annually;
Federal revenues will amount to only between $70,000,000 and $120,000,000;
cost of the increased interest rate will have to be borne by real estate
owners through an increase in property taxes.

—_——————

New Naval Policy Approved by Secretary of Navy—
Stresses Two-Ocean Navy and Aviation to Guard
United States .

A new United States naval policy approved by the Secre-
tary of the Navy to replace the 1937 policy was issued on
Sept. 14 to the Service. The maintenance of a two-ocean
Navy and the development of naval aviation as an integral
part of the Navy are two of the general policies the document
sets forth. The fundamental policy is “to maintain the Navy
in strength and readiness to uphold national policies and in~
terests, and to guard the United States and its continental
and overseas possessions.” From a Washington dispatch
Sept. 14 to the New York ‘“Times” we quote:

The policy is based largely on the world situation as it exists today and
is much more definite than any previously in effect. It was prepared by
the General Board, of which Rear Admiral W. R. Sexton is the President.
‘While the policy is declared to supersede that adopted in 1937, as a matter of
fact it supersedes the policy in effect in 1933, because the 1937 policy was
never approved.

The policy which until further notice is to guide the Navy in its operations
and in home and forelgn waters covers every phase of naval operations. The
policy which is superseded declared it to be the purpose of the Government
to maintain a Navy which in the event of an emergency could be expanded
into a two-ocean force, while the new statement makes the maintenance and
operation of an Atlantic and a Pacific fleet the fixed policy of the United
States in peace as well as in war.

The policy is described in a 7-page document which has been transmitted
to Flag and Unit Commanders of the Fleet, to Commandants and other
executive officers of shore establishments and to officers in other branches of

the Service.
—_————
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