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' N. Y. Stock |Montreal Stock
—— ——
Stocks (cans ' Cluse (Canadian Press)
Am C and F 33 Stocks
Am Gas Ei 2 1- | Bell Tel
Am Radiator 9 3-4 | Brazillan
Am Tel Tel 169 1-2 | Bruck
Am Water 11 3-4| B O Power A
Am For Pr 2 1-8 | Bldg uc
Anaconda 31 5-8| Can Cement
Atchison 26 3-8 | Can Nor Pr
Balt Ohio 6 Can Car él';(i!
Baldwin Loco 17 3-8 | Can Car
Balt Ohio 6 Can Ind Al A
Bendix Av 30 1-8| Can Fac
Beth Steel 82 1-2 | Can Steamship
Ches Ohio — nese 1
‘Chrysler 87 3-4 | Cons Smelt
Con Oil 23 3-8| Dist Scag
Commonwea 1 3-8 Dom Coal Pfd
Con Edison 30 1-8 | Dom Bfgse
Curt Wright A = Dom St ,
Elec Auto Lite 38 1-4 | Dom Textile
Elec Pr Lite 7 1-4| Dryden
Gen Elec 9 1.8 | Founda Co
Gen Foods 46 3-8| Francceur
Gen Motors 53 7-8| Ham B”ldm
Goodrich 20 1-8| How Smith
Goodyear Tire 24 7-8 | Imp Tob
Gt Nor Pr 28 Int Nickel
Hudson Mtr Car - Int Pow Pfd
Int Tel Tel 4 3-8 | Lake Woods
Kennecott 38 7-g | Massey Harrls
Mont Ward 54 3-8 McColl Front
N Y Central 18 7-8 | Mtl Power
Nor Am Co 22 5-8 | Nat Brew
Nor Pacific y 5-8 | Nat Steel Car
Paramount 7 7-8 | Noranda
Penn R R 22 3-4 | Quebec Power
Phil Morris 89 1-2 | Shawinigan
Phil Pet Co — St Law Com
Pure Oil Co g 5-8 St of Can
Radio Corp 6 st Can Pfd
Secars Roe Co 80 Wpg Elec A
Bcuth P%: lg g-g
Std Oil J 45 3-
Stude Corp 8 3-4
Texas Corp 45 MI"'"G
United Air 42 g-g R
United Co: -
Uzme?i D;'I;gz 4 7-8 (Canadiap Press)
United Gas Imp 14 1-2 TORONTO, Dec. 6—
U S Rubber 40 1-8 | Stocks
U S st Co 69 Aldermac
U S Ind Al 22 3-1 | Amm Gold
Vanadium 34 1-2 | Ang Cdn
‘Warner Bros 3 7-8 | Arntfield
West Union 26 1-8 | Aunor
West Elec 111 3-4 | Bagamac
Woolworth —_ Bankfield
Base Metal
Beattie
Bidgood
ontreal Curb |z:x-
Bobjo
Bra.orne
—_— Broulan
(Canadian Press) Brown Oil
Btocks Close | Buff Ank
Abitibi Com 2 Cal Edm
Abitibi Pid 14 3-8 | Calmont
Asbestos 25 3-4 | Cdn Mal
B A Oil - Cent Pat
Beauharnois 6 Cent Porc
Bathurst A 14 1-2 | Chem Res
Can Vickers 7 1-2 | Chester
Dom Tar 6 1-4 | Comwealth
Don A 10 Coniarum
Fraser 18 Con Smelt
Yraser VT O 20 7-8 | Davies
Ford A —_— Denison
Imp Oil 16 Dome Oil
Int Pete 23 5-8 | Duquesne
Price Com 20 7-8 | East Crest
Price Pfd 68 East Mal
Eldorado
Falcon
Francoeur
New York Curb| e T
Gods Lake
Goldale
= Gold Eagle
(Canadian Press) Gold Gate
Stocks Close | Grandoro
Am Cyan B 31 3-8 | Gunnar Gold
Am Gas Elec 87 5-8 | Halcrow
Am Supgr Power 3-8 | Hard Rock
Brown Co Pfd 26 3-4 | Harker
Cities Service 4 7-8 | Hollinger
El Bond Share 8 Home Oil
Gulf Oil Corp 38 3-4 LHomeslt
Humble Oil 63 1-4 | Howey
Lockheed Alr 31 1-2 | Hud Bay Min
Niag Hud 6 3-4 | Inspira
Pant Cil 5 Int Nickel
- Jacola
Jellicoe
"GRAIN |57 &
Kirk Hud
Kirk Lake
—_— Lake Shore
CHICAGO, Dec. 6—(AP)—The| Lamadue,
wheat pit had to dbsorb heavy Lci';ch
profit-taking today as all futures| pittle L L
climbed to new seasonal highs and | Macassa
reached the best prices in about mgl.sﬁoci
two years. n
Wheat clpsed 5-8—1 3-4 higher, mg{t‘;;’e
Dec 97 1-2—3-8, May 93 8-8—3-4;| NrcKenzie
Corn 1-8 lower to 1-2 higher, Dec| pewatters
54 5-8—3-4, May 55 1-2; Oats un-| Min Corp
changed to 3-8 higher. Moneta -
WINNIPEG Dec, 6—(CP)—Mix-| Morris Kirk
ed tmding shunted wheat futures| Noybob
prices along an irregular path on Norgold
Winnipeg grain exchange today,| Normetal
Quotations were up nearly a cent) OBrien
at one stage but profit-taking Okalta
crept In to leave them 1-2—3-8 Omega ta
cent higher, Dec at 79 1-2, May 83 g;g 311::‘
3-4—17-8, Jly 85—85 1-8 cents., . Pamour
— Partanen
Paymaster
Perron Gold
Pick Crow
| Ploneer
; Powell
{ Premlier
Preston
Fo; common ggy:xl]i{.:
inar
~ throyaion San Ant
sand River
Senator
eep
Sherritt
Sigma
Siscoe
Sladen
Slave Lake
S E Pete
Steep Ro
Straw Lake
- sturgeon
Sud Basin
Sullivan
D 0 Y ou gylvanite
Teck Hugh
Texas Corp
Need Money Towagmac
Uchi
Upper Can
$50 $5007 ||y
° Waite Am
Wcsm,«axcm'(d
Wood Ca
We lend money to
old 21"'1" to p:rel::n:;:‘ Wri Harg
necessities, to take tha
needed vacation or fo UNLISTED
any useful purpose KirdeoWn
No embarrassing ques-| Mandy
tions to borrower or en- Pend Ore
dorsers, Temisk
GENERAL FINANCE
EASTERN LIMITED Banks
Phillip’s Building
Grafton Street cm—
Charlottetown, P, E. L (Canselan Press)
Look for Corfidential Loan Rtocks
Sign Canada
Office Hours 9.00—5.30 Commerce
Montreal
Saturday 9.00—5.00 Royal
) Nove, Socotis
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'Huntly Drummond Sees Canada
United, Strong in Emergency

122nd ANNUAL MEETING

Envistgzes Expansion in Many Lines of Business — Urges
Keeping Costs Down” to Mitigate Deflation
Process Later

of the present world situation in its

bearing on Canada, Huntly R. Drummond, president of the Bank of
| Montreal, at the 122nd annual meeting of snareholders yesterday, volced
his belief in the essential unity of the Canadian people and confidence in

that might lie ahead.

minion but more particularly to
the Prarie Province, where, in
contrast to recent years, the wheat
crop is unsusually large and of un-
usually high quality. us, Canada
has very large supplies of the food

tral nations will need and the buy-
ing power of the agricultural com-
munity from their sale will help
the general business of the coun-
try. In addition to this, with the
impact of war conditions, we have
many industries which will bene-
fit directly from orders for war
supplies, and we have the prospec-
tively important development of
Canada as the aviation training
centre of the British Empire.

“It will thus be seen that on the
material side Canada may expect
to be better qualified than most
countries to meet the inevitable
consequences of war, and an added
consideration in this respect is the

Bankers Confident
Capacity in War Effort

in war supplies,

“Great Britain has drastically in-
creased taxes to provide for war
needs and, with normal income tax,
becoming effective in May next, of
371-2 per cent on all incomes over

products which the Allied and neu- :

foresight and sagacity of England
in providing for the continued

DRUMMOND

HUNTLY R.

£285, everyone there is sharing the
burden. It is high time that Can-
ada should follow this example.
True, we have added a surtax of
20 per cent to cur income tax, but
the vast bulk of the income of Can-
adians is still only lightly taxed.
An extension of the income tax,

change Control Board, for a form
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g?-g BANK OF MONTREAL’S
28 3-4
47 3-4
21 1-2
21
40 3-4
8 54
1 3' g While emphasizing the gravity
10 7-

10
71-8
19 5-8 their ability to weather the storms
1512 ewe stand . Y
45 1-2' stand a united country in
78 our war effort,” declared Mr. Drum-
25 1-2 mond. “It remains for us to bring
7 1.2 the full strength of a united Can-
8 1-4| ada to the work of prosecuting the
30 12, War to a  successful conciusion
36 3-4 | while at the same time keeping our
1 lﬂhﬂlrs so in hand that we may en-
IR Iter the readjustments of post-war
17 jconditions as free of inflation as
25 1-g | Possible, with debts at the mini-
5 3-4, mum possible and with morale un-
19 lm;Daired.

85 ‘I am confident that just as we
2 3-8 have entered as a unified Canada

into the fiery ordeal of war, so we
shall emerge, a nationoneatheart
but more mature in thought and as-
piration, ready to go forward as a
member of the British Common-
wealth of Nations to the great des-
tiny twhicn undoubtedly awaits this
country.” .

Close At the outset of his address, Mr.
40 Drummond made reference to the
5 late Sir Charles Gordon, who, until
02 his death last July, had held the
12 presidency of the Bank of Montreal

217 for twelve years. Many of those

8 years, said the new president, were
19 fraught with new and perplexing
23 problems, but through them. he cb-
109 served, “Sir Charles exercised his
12 1-2 guiding influence in the affairs of
10 1.2 | this institution with wisdom and
g 1-2 | courage and he left the Bank
1 stronger and safer than at any
49 1-2 | time in its history.

17 “We in the Bank respected him

790 for his ability; we loved him for

215 himself; and his example remains

35 as an inspiration to us all.

72 “During my tenure of the office

233 he left vacant, it will be my endea-
7 1-2 | vour, assured of the support of a

16 loyal and devoted staff, to continue

88 those pelicies which he so careful-

23 ly followed and to maintain the

175 high traditions of the Bank of

49 1-4 | Montreal.”

26 BANK'S FINANCIAL POSITION

23 NEVER STRONGER
9 3-4|  In referring to the Bank's finan-
5 n-g8 | clal condition, the president ob-

325 served, "It has always been lhe

91 policy of the Bank to make ade-

415 quate provision for doubtful ac-

42 counts, and I can say with full con-
5 fidence that the affairs of your

63 Bank were never in a stronger
18 position. )

22 "Eleven years ago—in 1928 —

17 when Sir Cnaries Gordon first pre-
6 1-2 | sided at an annual meeung of the

Bank, we had total Joans of $540,-

3 1-2 (000,000, In 1938 there were $250,-
135 000,000. In the same period the in-
5 3-4 | vestments of the Bank had risen
14 3-4 [ from  $110,000,000 to $440,000,000.
245 This change from a preponderance
7 of loans to a preponderance of
82 1-4 | investments  coincides - with the
31 3-4 | growth of spending by govern-
32 ments which has been facilitated
45 1-2 | by cheap money policies universal-
3 1y adopied by all central govern-
13 ments. As a result of this tendency,
215 the earnings of banks became so
25 reduced that the banks had to re-
136 duce dividends and later were
27 1-2 | forced to cut in half the interest
00 paid to depositors on savings.
13 1-2 | Thus, while governments have been
5 enabled to incur heavier debts at
300 lower interest cost, it is largely
425 at the expense of depositors and
233 investors.

44 1-4| “Sometimes we hear criticism of
85 banking profits, no doubt due to
58 the size of our institutions, butyou
128 can see from the statement pre-
56 sented to you that on average to-
125 tal assets through our fiscal year
80 of $907,000,000, the earnings of the

8 Bank were $3,462000. In other
26 1-2 | words, on each $100 of assets the
76 1-2 | earnings were but 38 cents.

4 1-8 Turni to the business condi-
66 tlons of the country, Mr. Drum-
155 mond saild that up to the end of
110 August business activity had beer
23 1-2 | following a course similar to, bu!
2 somewhat in advance of, that of

4 1-21938.

209 “After early hesitation,” he ob-
3 served, “an encouraging advance
35 appeared in the spring, followed by

190 a widening improvement during

435 the summer meonths. As a general

229 indication of the degree of improve-

190 ! ment over last year, our exports

130 \for the first eight months of the

209 year exceeded the corresponding
34 1038 figures by the substantial
11 margin of 10 per cent; and indus-

219 trial employment was approaching
9 the post-depression peak levels
40 reached in 1937. True, prcblems

120 connected with public finance, n{;-

120 gravated by a long period of rellef

850 expenditure, were perplexing to an
70 unexampled degree, but notwith-
39 standing this, I am convinced that
8 had the situation in Eurcpe con-
6 3-4 tinued to justify the hopes aroused

175 ‘at Munich, recovery in Canada
6 1-4 would have prceeeded continuously.
11 With the outbreak cf war, we were,

200 of course, immediatelv confronted

3;’; 1-2 | with a completely altered situa-

tion.” )

SR CANADA WELL PREPARED
25 FOR WAR EFFORT
81 The circumstances which led to
64 the outbreak of war, and to Can-

435 ada's inevitable participation, call

615 for no comment, for they are pres-
3 ent in everybody's mind, the presi-
15 dent observed. “But” he con-

tinued, “it is relevant to a review
of our business to point out that
war clouds had been gathering for
so long and so obviousiy that we

13 were not unprepared for the shock
11 when it came. There was no repeti-
235 tion of the financial crisis of 1914.

6 1-2 There was even a certain business

stimulus in the prospect of in-
creased demand for our products,
magnified somewhat by the rela-
tively low level of forward com-
mitments which existed in many
sections of business owing to pre-
vious uncertainty.”

Of outstanding importance at

Close | this juncture, he sald, was the faci
-— lthat Canada entered upon the war
168 pericd with one of the best all-
211 round crops in the history of the
180 country. “This," he stated, “applies
- to practically every part of the Do-

his f

Importance of Regarding Government
Controls as Temporary Expedients

Touching upon the various governmentzl regu'ations imposcd
on tracde and finance since the outbreak of wa.. Hun
mond, Bank of Montreal president,
these restriotions should be regarded as tcmporary expedients and
not in any sense as being of permanent character.

“As a contribution to the maintenance of business on standard-
ized levels,” said Mr. Drummond, “it is interesting to note the great
measure of control which the Canadian Government has assumed
for the better stabilizing of supply and prices and, therefore, for
the more efficient prosecution of the war.
clude provision for a regulation of prices and distribution, for the
regulation of imports and exports, and, through a Foreign Ex-

of ca%ltahlfrmix trtxﬁ l';)cyminlonl is forbidden.

“Business institutions, includi ur banks, hav -
the fullest extent in these measur;gs.o e e to
go on record here to the effect that these controls are a restricting
influence in business and that forbidding the with drawal of capital
from Canada undoubtedly has discouraged the interest in this
country of citizens of other lands who, having invested their money
in Canada, now find themselves unable to withdraw it.

In any case, it is important that all the control regulations
should be regarded as a temporary expedient to meet an extra-
ordinary situation, and that they should be aboelished at the earliest,
possible moment, Otherwise, we shall find ourselves saddled with a
self-perpetuating autocratic bureaucracy contrary to the true basis
of democracy for which we are now fighting. The Romans had the
right idea in this respect—in a time of war they called Cincinnatus
from the plough to be their dictator and after the enemy had been
defea:le_rdn gyhe dictatorship was at once abolished and he returned to

/ R. Drum-

told shareho!ders yesterday that

These measures in-
of control by which withdrawal

It is only meet, however, to

supply of many commodities
normal prices,

“If Canada's role in the war is
to be largely as a source of supply
to Great Britain, then we should
see to it that there shall be no ex-
cessive profits. Our aim should be
a fair price for wheat and other

1 pmoducts and a fair price for
manufactures in which the Govern-
ment will have the full support of
business and labour, to prevent a
vicious spiral such as that in which
the cost of living and wage rates
endlessly pursued each other in
the lasi war.

“By keeping costs down as much
as is possible, we will keep domes-
tic trade moving and, after the war,
this policy will mitigate the pain-
ful process of deflating prices and
wages which is the inevitable se-
quence of an undue rise.”

In referring to conditions in
Great Britain and France, the presi-
dent commented. “It is generally
felt that the first months of the
war have been satisfactory for the

lies. Britain’s war services, her
financial machinery, and the unity
of her pecples at home and abroad
are all felt to be vastly superior
to what they were in 1914, and the
country looks forward with deter-
mination, calmness and confi-
dence.”

Mr. Drummond felt that the wide-
spread indications of the deep sym-
pathy of the majority of the pecple
of the United States with the al-
lied cause had been particularly
heartening to the people of Great
Britain and France, and ‘“not less
so to Canadians.” .

“As elsewhere,” he observed,
“pusiness in the United States has
been continually under the shadow

at

of the Eurcpean situation, but des-
pite the recurrent crises abroad, a
forward movement occurred during
the summer, with marked accelera-
tion in certain lines following the
outbreak of war, Thereupon therc
were sharp advances in prices of
almost all commodities, but busi-
ness leaders have shown them-
celves koenly alive to the dangers
of speculative commitmentsand ra-
pid advances in the price level and
following the initial upswing, more
stabilizing influences have pre-
vailed.”

“PAY AS YOU GO” IN PUBLIC

FINANCE

In discussing the tax situation,
the president said, “Taxation, fol-
lowing public debts—Dominion and
Provincial — today seven billion
dollars, ten years ago four and one-
half  billion dollars has been
steadily mounting for many years.
and with the heavy expense of war
a further increage in the Dcminion
field seems inevitable, With the ex-
pansion of business and of our fav-
ourable balance of trade which
may be expected as a result of war-
time demand for our natural re-
sources and manufactured prod-
ucts, our polk:ge, as far as praoti-
cable, should to y as we go
and, as {ar as we can, to repatriate
Canadian indebtedness abroad. The
Government has already taken the
first step toward this latter desir-
able object by arranging to repay
a sterling loan out of funds ad-
vanced in London by the British
Government to whom in turn our

own Government has advanced an

equivalent amount of Canadian dol-

even at a much lower rate than
that in Great Britain, would pro-
duce many millions in Canada and
be a barrier against the inflation
inherent in a policy of borrowing.

“But it is in reducing expendi-
ture in non-esentials that our
Government can give a lead to
Canadians. Sectional needs should
no longer be given first place, nor
should our rai'way problem, with
{ts cost to the country of a hundred
million dollare per annum, be left
unsolved.”

In his concluding remarks, M.
and Queen, the Crown to many of
us, was just a word the true sig-
nificance of which was little rea-
lizod, When, however, we saw this
perfectly human and chamming
royal couple and heard them speak
Drummond said that a period of
trial such as that upon which the
ccuntry had now entered must
prove either a time of distinegra-
tion or of the strengthening of the
moral fibre of a nation.

JACKSON DODDS

“In the last year,” he observed,
«Canada may be sald tohave found
itself and to have reached matur-
ity as a nation. Since then we have
experienced many vicissitudes, in
the midst of which we have at
times leaned toward sectional in-
terests, forgetting the national
good. The tide in this direction has
now turned and we face the wor'd
a more united nation than ever.

“«Two events, in my mind closely
connected, have served to empha-
size the things that unite us. One
is the visit of our beloved King and
Queen and the other is the spirit
of broad Canadianism to which our
French-speaking compatriots have
given such notable expression. Pre-
vious to the coming of our King
to us in our cwn language, whe-
ther that be BEnglish or French,

lars for British expenditure here

—

Showing an increase of nearly

important headings of the bank’s b
ZS €

a record not only in the annals of
the history of Canadian banking as

Mr. Dodds pointed out that for
the first time in the history of the
bank the items in the balance sheet
this year amounted to over a thous-
and million dollars. Besides the
record figure cf $1,025,000,000 in as-
sels, the statement waich he pre-
sented showed deposits by the pub-
lic tota.ling $914,000,000, which also
constitutea a record.

In referring to the profits for
the year which, amounting to $3,-
462,000, had shown a moderate in-
crease of $64,000, the general man-
ager commented on the taxes paid
by the bank. Those paid to the
Dominion and to the Provinces, ne
said, totalied $1,198,000, and were
equal to over 41 per cent of the
dividend paid to the bank's share-
holders. He pointed out that, in
adaition, the 513 branches of the
institution paid Imunicipal taxes
amounting to a substantial sum,
Commenting upon the new high
record in assets, Mr. Dodds said,
“These tigures ($1,025,000,000) are
a measure of our responsibility to
the public. The prcblems which this
rezponsibility entails are so widely
misunderstood that it is perhaps
permissible to say a few words on
the subject.”

LOANS AND INVESTMENTS

He ook up first the question of
loais and invesuments, “Iu s fre-
quently cialmed,” he onzerved, “ihat
tue banks are reluctant o risk thei
money in lkans to business, preler-
ring tue supposedly easler course
of noiding securities; and the tact
that ule total securities held by
the chartered banks suostantially
exceed their loans 1s cited as sim-
ple preot that this is so.

“Nothing could be further from
the truth. Our deposit liabilities do
indeed require us a.ways to hold a

due proportion of high grade secur-
ities as a supplemeantary reserve
against them. But beyond such re-
quirements we would prefer in all
cacumsiances to use owr lendable

funds in sound advances to fcster
industry, trade and ccmmerce. Our
organization, with its nation-wide
system of branches, has been devel-
oped with this purpose particularly
in view, In consideration both of
service to the country and ot pro-
fitable business to ourselves, we na-
turally wish to see our facilities ful-
{illing their purpose to the fullest
possible extent.

“Unfortunately our readiness to
lend to creditworthy borrowers does
not affect their disposition to apply
for loans, for the demand for ccm-
mercial loans depends upon the
state of trade and the prospects of
profitable use of borrowed money.
The fact that the condition of the
markets for many of Canada's prin-
cipal products has in recent years
prevented anything like a ful re-
covery of business activity or of
commodity prices has therefore
limited the inducement to borrow,
and has confronted us with the
problem of finding other use for
our funds. The possibility of seek-
ing a way out of this situation by
reaxing our standard of safety in
lending money is cf course pre-
cluded by our obligations to de-
positors.”

ENLARGED HOLDINGS OF

SECURITIES

While the demand for commer-
cial credit had thus remained at a
relatively lew level, the potential
supply of credit, Mr. Dodds said,
had simultaneously been increased
as a result of the policy of mone-

SPINNEY

G. W.

pu e S
bulwark in a world distraught, we
realized the deeper meaning of the
Crown as the living symbol of our
common aspirations and our ccm-
mon_being.

“With respect to thal other cvent
in which the people of the Prov-
ince of Quebec have figured, Can-
ada was the first country in the
Empire to have an election in
which participation in the war was
the main issue. The result has heen
that our fellow-Canadians who
speak the mother tongue of France
have given to all the world truly
remarkable testimony of the unity

of the Canadian people, not only by
endorsing this nation's efforts in
su‘)port of the Allies but by lheir
adherence to the principles upon
which which, at Confederation, the

about the vital things of which the | nation of which they are such an
Empire to which we belong is the ) Important part was founded.”

of Canada

Bank of Montreal Ready
To Meet War Requirements
Says General Managers

Report Shows Record Figures for Assets and Deposits —
Loans Increased $30,000,000 in Year —
Profits Up Slightly

$30,000,000 in loans to business con-

and private individuals and substantial advances in all the

more
usiness, Jackson Dodds, on behalf of

If and his fellow general manager, G. W. Spinney, laid before
Bank of Montreal shareholders yesterday a financial statement that set

this 122-year-old institution, bu

well.

tary expansion which the Bank of
Canada had pursued since its es-
tablishment in 1935. “We have con-
sequently had no praoctical alterna-
tive to enlarging our holdings of
securities,” he remarked. “In this
way, of course, our operations, with
those of the other banks, have been
the means of making the central
bank's policy effective.

“We have thus constantly co-
operated with the Bank of Canada
in carrying out its general policy,
as also in less significant details of
routine and administrative proced-
ure. But it must be admitted that
the process of ad to our in-
vestments in the circumstances just
described involves difficu't prob-
lems of management.

“It is not sufficient that our in-
vestments should be of unquestion-
ably high quality. They must as
far as possible be of such a char-
acter that they can be converted
into cash without loss, whether to
pay our depositors or to enable us
to extend additional credit to
business. Provision must also be
made against possible reduction in
the aggregate value of the total
portfolio owing to changes in mar-
ket conditions, for any such reduc-
tion constitutes a loss which must
be made good out of our profits.

“We have met these requirements
principally by maintaining a sub-
stantial proportion of our invest-
ments in the short-term category.
Over 50% of our holdings of Dom-
infon and Provincial securities will
mature within two years. This
course necessarily reduces the av-
erage earning power of our assets.
As the supply of suitable securities
is limited, the demand for them
has raised their prices and lower-
ed their yield to the point where
the rate of return is very low as
regards short-term issues and al-
though higher as regards longer
term bonds, it affords little mar-
gin from which to provide against
possible future depreciation.”

These conditions, he said, may be
modified as a result of the war,
adding. “We may anticipate that
the increasine production of war
requirements in this country,
gether with the secondary effects
of this activity, will stimulate a
more active demand for commer-
cial credit. In view of the con-
dition which our balance sheet dis-
closes it will be seen that we are
well prepared for any such devel-
opment.”

INDUSTRY AND COMMERCE

Turning to the industrial and
commercial situation, the general
manager referred first to wheat
crops in the Prairie Provinces
which in 1939 amounted to 4562 mil-
iion bushels, compared with 326
million in 1938. “The larger crop”
he said, "is one factor in raising
gross operating revenues of the two
railways, which, to the end of
October, were some §$19 million
higher than in 1938. The pace of
cconomic activity on the prairie
has quickened, and it is hoped that
the improvement may continue.

“In the elapsed months of the
current calendar year, production
of copper in Canada amounted to
about 400 milllon pougnds, compar-
ed with 380 million pounds in 1938.
Lead production was 283 million
pounds, against 319 million pounds
in 1938, when large stodks were ac-
cumulated abroad. In the first nine
months of 1939 zinc production
amounted to 301 million pounds,
against 285 million pounds in the
same period of 1938. Production of
nickel has substantially exceeded
the 1938 volume and is slightly
ahead of the banner year 1937
Gold production to 3lst August to-
talled 3381000 ounces, compared
with 3,056,000 ounces during the
same period last year,

“The immediate outlook for the
pulp and paper industry is bright-
er. Consumption in ‘the United
States has been rising and exports
from the Baltic countries to the
United States have been subjected
to uncertainty of dellvery and
higher transportation costs aris-
ing from wartime conditions, Con-
sequently, pulp and paper prices
have been firm.”

COMMODITY PRICES

A

decline in commotmz{ prices
had marked the course of 1038, the
general manager observed,

in

and
during the early months of 1939
they had failed to recover, show-
ing” even greater weakness in the
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summer months, “How. "
continued, *“a sharp fﬂ” et
perienced in September, ¢
with the outbreak of .
mar] down of the
dollar in New York,

x;t s '{n tmeadm, years
“Retail trade ‘was e ;
prior to the sudden rush ;‘ID?)ESK‘K
that developed in September 2
lowing the declaration of war. Th,
June total was the highest for 1y
co{npa.ra,ble period since 193] ¢
‘Foreign trade for the firsy pyy
months of 1039 showed 4 supie
of exports of $128.000.000. which
an improvement of $32.000.000 oyer
the corrasponding months of 1934+

NEWFOUNDLAND

Turning to condition, v
foundland, Mr. Dodds said: “oen:
ations of the paper mills at Corey
Brook and Grand Falls have pee
well maintained during the
twelve months and the mines g
Buchans and Bell Island have ey
working at._capacnf', with  conse.
quent benefit to their respestive
communities; but the codfish iy.
dustry, which is perhaps the main.
stay of the Island, has been syf.
fering from adverse conditions j,
the chief importing countries dye
largely to exchange difficulties, qnq
in Spain to the recent civi] wgr
and 'mi‘f.s ei'fecﬁ.s

“The Commission of Governme
is making every effort mm:nnm
fishermen in various ways, anj
addition, increase agricultural e.
velopment by land settlemen
Plans are also under consideration
with a view to increasing the ex.
ports of fresh fish and, while a)
these projects take time to bring
to fruition, it can fairly be sid
that progress is being made

“From year to year, since tae

jon of Government took
charge of affairs in Newfoundland
in February, 1934, the Mother
Country has assisted by making
grants-in-ald to meet the countrys
annual deficits and so far—that s
to say, to June 30 last. the end of
the Government's financial vear—
has paid to Newfoundland $11.380-
000 in this connection.”

UNITED STATES

Commenting on condlitions in the
United States, the general manager
said that the country was toaay
endeavouring to step into the placs
hitherto occupied by the belliges
rents, but under muoch different
conditions.
“Both thé¢ channels and character
of world trade have changed over-
night,” Mr, Dodds said. “The op-
portunities, particularly in respect
to Latin-American markets, are
greatly enlarged, but it must be
remembered that the foreign trade
of many of these countries has of
late been conducted to a consider-
able extent under barter agree-
ments and that their normal ex-
ports to Europe consist principally
of commodities with which the
United States is already plentifuly
supplied. Trade cannot . for any
length of time remain a one-wéy
affair and temporary credits must
sooner or later be liquidated by
cargoes or default ensues.

“As to the course of busines; gen
erally prior to the commencement
of hostilities, it may be said thay
the consumer’s ods  industries,
stimulated by a high rate of Govs
ernment expenditure — not in it-
self a reassuring barometer but &
cause for anxiety—have operated
at a satisfactory level, while the
construction industry. sustained !
Government appropriations and ai
to private residential building, has
made substantial pro¥wss. _

“The continued flight of capital
from Europe, involving gold ship}
ments oh an unprecedented scale,
has left the United States In

osition of holding about W

ds of the present world go
stock—not a healthy situation.

The volume of coporate financ
ing brought to the market X
again been disappointing. Ouly
per cent of the total 1 presenteds
new money requirements, indicat
ing that the long range outlo
for capital investment was still un
satisfactory.

“With money so greatly in sup4
ply,” he said, “there has been pracy
tically no change in short-terny
money rates. Call money rema
at one per cent with little dema
and the bill market has been duf
With 1o movement in rates through
out the year.”

In conc”lvflsion Mr. Dodds slru{‘l{l
note of confidence saying (W
Canada had progressed far nlon!
her destined way since (‘hc ou
break of war in 1914. “Tn &P
plies of wheat, minerals and ma}f;“l
factured goods” he declared.
contribution toward the comb“;m
offort on the side of right In 8
war will far exceed what shv;"
able to offer in the last; and b 1?01
is abundant evidence in every P!
vince of the Dominion that Cand
ada’s contribution in men wl
ample and of the type that mloﬂ
last war brought ever-lasting &
to this country.”

“‘Exchange Control

Dodds, speaking at the Bank

were subject to the Board's auth
tions and individuals, they had
authorized dealers
additional woilz at

Pointing out that the pur
to mobi'ize Canada’s externa
war, he sald:
trol measures which
compelled to adept oy
tional accounts,

in Canada's economic position,
been heavily in our favour for
substantial repatriation of our

the fullest possible extent be
ernment. Similar measures
belligerent governments,”

Reflect Weakness in Economic Position”

Referring to the far-reaching extension of ) 0
over the colzunry‘s economilc aqst’l(mles, ancdo nigolpartmu'ar “kson

| 3 ange K
establishment of the Forelgn L Mongrenl's T Al mesting $

that while the banks, as regards their own

“This," he remarked, “involves a &
all branches ‘w‘]dv-at
staff have co-operated most rease. xi the measures referred m“wv
resourci“cfi in suc :
ffectively as postible
gl a?plltfgnailg&]eg be Zmph};lmd that thelr ess
acler is therefore entirely different from that of
certain countries in trecent ALoa
reason of heavy deficits in their m;
and which were to be regarded a5
evidence of weakness. These measures do not reflect any

severa] years and has

8 y to bu
they repres nt recognmon of the fact that n.bHHy

n of at power, wh N
time of war is an economic mP ﬁ . sal of the

ng,o
have been put in

Measures Do Not

" ent contro:
Governm “he

Board, Jac

operations
ority equally with other organiza

§ to act
also been appointed nacd denl of

fn which ouf

head office,
was

h a way that
i the
hrosecution of the
ot the antial ﬂ?:lr\.
the esxchange €
'S ve peen
years ha e

euch cases 8
LEed ceakness |
lm,\‘nwn(:. has
S lx‘rnnn-xl»z’\
the contrary

abroad N
f;h must 0
Gov*
other

for the balance of

external debt. On

force by
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