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outlook of this country.
1

America remains largely dominated by European events,

The sensitivity of the American reactions on European news is
undiminished. Unfortunately, the only place where this does
not hold entirely true is the Congress in Washington. The
struggle about the Neutrality Bill has very little to do

with Eurcpe or the attitude of congressional fsctions towards
world events. It is a purely domestic fight. All the
accumulated resentments of more than s8ix years of Roosevelt
Administration have now come to the fore. The Senators whom
the President before last year's elections tried and failed
to "purge" relish seizing this opportunity for revenge,

For once the President is invelved in a fight where he cannot
crack the whip.

It is still a minority of not more than at the
utmost one third of the Senate that blocks the repeal or
modification of the present Neutrality Act. But unfortunately
the division of votes is more unfavourable to the
Administration in the Foreign Affairs Committee of the Senate
which decided the other day to shelve the ccnsideration of
the bill for the current session. And even in the whole
Seénate one third of the membership forms a sufficiently
strong body to block an early passage of a modified bill in
a parliament which like the American Senate does not permit
any gag rule,
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purpose.  (The rest of the programme, particularly the new
spending-lending programme, would probably offer no obstacle
to an early adjournment, )

But the President is stubborn, He knows better
than any member of Congress that the matter does not permit
any delay, The next few weeks are crucial. In these next
few weeks probably the peace of the world will be decided on.
It is possibly & fatal now or never. The next few days will
tell whether the recent message of the President supplemented
by Cordell Hull's impressive memorandum will have any effect
on the recalcitrant members of Congress. While the
President still appeals to the public at large where his
popularity is hardly diminished, cordell Hull's influence
on Congress is at present probably greater than that of the
President. For many years Hull has been a member of both
flouses and from that time he has rétained many personal
friends in all camps.

For these complicsted reasons the outcome of the
struggle is still unpredictable. I Congress adjourns
without taking positive action on the Neutrality Bill, the
President probably will take the issue before the country
which he will traverse immediately after adjournment, and if
the country responds favourably, as it probably will,
Congress will be recalled for a special session in autumn,
One can only devoutly hope that it may not be too late,
About the sentiment of the country there can hardly be any
doubt, its sympathies are almost undivided on the aide of
the Western Democracies. And much as it dislikes the idea
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The pity is that ’thé fmminence of the Imésidenf{al Miom n
1940 1s for them a serious handicap against expressing their
opinion in public.
IT

More successful has the President been in his fight
for retaining his money power. The alliance in the Senate of
the inflationist silverites and ultra-conservative gold
stabilizers has brought about a majority which enforced at the
same time a lapsé of the President's power to devaluate the
dollar to 50 gold cents, an increase of the domestic silver
price from 84,4 cents to 77.5 cents, its fixation by law

(hitherto by discretion of the Secretary of the Treasury) and

the stoppage of forelgn slilver purchasées, Againat this vote
of the Senate the President mustered his wholé influence,
With & narrow margin of four votes the Senate after the short
holiday adjournment reversed itself, The President had his
power extended to devaluate, the foreign silver purchases
will be continued and the price for domestic silver has been
fixed by compromise halving the price increase to 6.5¢.

The last measure is the least important. The

American silver production is relatively small and the price

increase will probably not cost more than g6 mill. a yesr,
The two other issues at stake, however, seriously affect
America's forelgn policy. The Precident emphasized again
that he does not think of making any use of his devalustion
power for domestic purposes, The dollsr is and remains
stabilized, if and as long as no change is forced on the
United States by foreign developments, But in a period of
fast/




Administration wants to remain free to adjust the dollar

to the change of internstional competitive conditions.

It seems to me that the issue hss been hugely over-emphasized
by the President who is no expert on questions of that sort,
During the whole World War when the pound sterling dropped

to unpreceédented lows the United States did not consider for
g moment the devaluation of the dollar, and unless acting
under force majeure Great Britain under present politieal
conditions most certeinly will avoid anything embarrassing to
the policy of the United States,

The guesation of foreignsilver purchases is more

involved, It is largely a question of the American nolicy
towards Mexico, Peru, and the Far East, About the Mexican
policy of Washington opinions are widely divided. Some
people think that Washington is too lenient towards Mexico and
that a policy of a strong hand would be more appropriate in
view of the confiscation of American land and oil properties,
that the Mexican government certainly should not deserve
Tinancial support by an outright subsidy to which these silver
purchases actually amount, It is of course ridiculous to
couch these subsidies in the disgulse of purchasing an entirely
useless metal at & fancy price, But while the Administration
may get a majority in Congress for silver purchases, it
probably never could get a majority for a current subsidy to
the lMexican or other governments, But there are others who
think that in due time the govermnment of Mr.Cardenas will be
brought to reason and that particularly the neégotiationsa about
the 0il situetion are making satisfactory progress which must
not/




help by dollar loans. Since the Japanese have seize
Chinese silver in the occupied territories it i{s hard to =

prove whether the silver bought in the Far East is not
actually benefiting the aggressor. But Treasury and State
Department apparently do not think s0 4nd Congress has
' finally acceded.
{ ITT
Senate and House have at last worked out a compromise ;

on the Tennessee Valley Authority Bill, The compromise |

’ provides for the authorizztion of the lower amount of Z61.5 ‘
| mill. voted by the House against g100 mill, advocated by the
Sensate. £61.5 mill. cover the consummation of the Tennessee
deal of the Commonwealth & Southern and the negotiated
purchases of the part of the Alabama Power and Mississippi
Power Compsnies, both subsidiaries of the cCommonwealth &
Southern. (The difference to the substanially higher

purchase price has to be raised by the municipalities

concerned.) But it does not permit another expansion of
the T.V.A. The emountsa adopted by Congress are earmarked ~
for these special purposes. The geographical delimitation
of the T.V.A. which the House wanted to fix by law has been
dropped, But the substance of the matter has been retained
because from now on the T.V.A., will have to apply for
, additional funds to Congress, and in its present mood, as
the experience with the T.V.A. Bill has shown, it is
extremely unlikely that any money will be granted for
activities of the T.V.A. outside of its proper territory.
The utility industry, therefore, is and has every reason to
be/
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/477, are for W.P.A., 100 mill.
Mational Youth Administration, and #143 mill. for farm security
paymeénts, Against the decision of the House Committee, the

Por |

final bill deviates only in a few points. The single W.P.A.
administrator was réstored instead of a three men board, and
the 1imit of building projects was raised from g40,000 to
£52,000 (the major projects sre a matter of P.W.A., Public
Worke Administration, not the W.P.A., Works Projects
Administration).

But the principal bone of contéention remained intact: |
the reépeal of the so-called prevailing wage clause. This
clause had been inserted two years ago under the utmost
pressure of the American Federation of Labour as the
representative of the building unions. With the conservative
trend predominant now in Congress this wage limitation has
been dropped. Workers on W.P.A. projects have to work 130
hours a month (which corresponds to about 30 hours a week)
irrespective of whether cor not the weekly relief wages would
still result in the "prevailing wages". Against this the
building unions together with the radical union of the relief

workers (there is such a thing!) organized a violent

propaganda which led in many places to the amazing experience

of a strike of the relief workers against the Government or
better against the democratically elected Congress,

This is of course an utterly absurd situation and

President Roosevelt himself has not hesitated to qualify it

as "impossible", "vou cannot strike against the Government",

the President declared at his White House press conference,

So/



many construction works which are also being-or could be

executed by private employment the unions are afraid that
the lower wages paid by the Government will curtail their
own wage standards for which they fought many yesars. The
situation 18 of course serious only for the poor unemployed
victims of these struggles of vested interests because the
pressure exerted on them by the unions is very strong in
some places. But unless Congress changés the law the
Administration cannot give in and there are at present some
indications that the American Federation of Labour may
realize the limits of {ts power.
v

Business, in the meantime, develops according to
forecasts. The statistics for the first week of July are
distorted because the Fourth of July this year fell on &
Tuesday and caused therefore in many cases a longer
interruption of business than in other years. As paid
holidays are becoming more customary in the United States

this calenderian chance has been used by many industries

to curtail production and send a part of their employees
on vacation. There is little doubt that all indices next

week will rebound to the previous level, The next few

weeks will probably witness another more imnortant distortion
which will come from the advance of the automobile season by
about one month. The automobile production of current models
will be virtually stopped by the end of this month,
substantially earlier than in previous years, But, on the
other/



summer b e sa m

up very satisfactorily. It seems remarkable that steel
operations maintained & level of sibstentially above 50%
despite the virtual stoppage of business orders from the

automobile industry and railroads. That seems to forebode
a rise of operations to 605 snd possibly more in the next
I few weeks, Railroad carloadings and power sales in the
meantime reflect the high and rising level of general
business activity.
Textile, chemical, paper industry, all industries
[ sensitive towards cyelical changés, report uniformly a rapid
increase in incoming orders. Recent copper buying has been
on some days among the highest ever reccrded. Although
undoubtedly purchases of foreign governments contributed
heavily to the volume of copper business the bulk of it
seems to have been for domestic accounts,
In the present world situation it would be futile to
venture a longer term forecast. But unless the BEurcpean or
Far Eastern situation deteriorates dramatically in the next
few weeks, the outlook for the current guarter seems to
promise & business volume which would correspond to a
| Federal Reserve Board Production Index of 100 on & three

months average.




