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may be affected by the war, the basic principles
seem assured of continuance. Continued and special
attention to our commercial relationships with
South American countries seems the normal course
of development in the near future. At the present
time a trade agreement with Argentina is pending.
Strategic -War Materials
For our defense uses there are certain strategic
and critical war material imports. The supply of
these must be carefully guarded and the sea lanes
on which they are carried must be kept open. It
may be of interest to mention the items on this list.
They are: Aluminum, antimony, asbestos, cadmium,
chromium, coconut-shell char, coffee, cork, cryolite,
flaxseed, fluorspar, graphite, hides, iodine, kapok,
manganese ( ferrograde), manila fiber, mica, nickel,
nux vomica, opium, optical glass, phenol and picric
acid, platinum, quartz crystal, quicksilver, quinine,
rubber, scientific glass, silk, tanning materials, tin,
titanium, toluol, tungsten, vanadium, and wool. A
major piece of military planning on the part of the
United States is to determine America's ability to
have these supplies in adequate quantity, either
through accumulated reserves or through naval plans
to insure access to foreign sources of supply
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THE BOARD OF DIRECTORS, on
September 16, 1939, authorized the
printing and distribution of this report
of the Foreign Commerce Department
Committee.

J. W SPANGLER, Chairman,
Foreign Commerce Department Committee.
September 14, 1939.
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FOR THE INFORMATION of the Board of Directors, and as a possible indication of fields in
which the Chamber may find it advisable to take
action in the future, the Foreign Commerce Department Committee calls attention to certain factors
in the situation faced by our foreign traders as a
result of the present war in Europe. Foreign traders
necessarily are faced with disruption of shipping
and trade routes, governmental controls, war risks,
and changes in financing, credit extension and availability of dollar exchange.

Blockade-Contraband-Neutrality
The naval campaign of Great Britain to blockade
Germany and of Germany to blockade England and
France have necessarily disrupted shipping and
greatly increased the risks attendant thereto.
Our present Neutrality Act prohibits the shipment of arms, ammunition, and implements of war,
directly or indirectly, to belligerent countries. A
detailed list of these products was issued by the
President on September 5, 1939. Broadly, the seven
categories included in the statement are:
Category 1-Rifles, machine guns, guns of all
calibers, ammunition in excess of
caliber .22, grenades, etc., tanks,
and armored cars;
Category 2-Vessels of war;
Category 3-Aircraft designed for aerial combat, and aerial gunmounts, etc.,
Category 4-Revolvers and ammunition,
Category 5-Aircraft other than those included
in number 3 above, propellers
and other parts and aircraft engines,
Category 6-Flame throwers and a wide variety of chemicals for chemical
warfare ,
Category 7-Propellant powders and high explosives.
3

The so-called "cash and carry" provision of the
1937 Neutrality Act expired by limitation on May
1, 1939. Under the existing Neutrality Act* other
types of materials can be shipped out of the United
States to belligerents or neutrals either in American
vessels or foreign vessels.
Existing provisions of the Act prohibit among
other things:-the purchase or sale of securities or
other obligations of the warring countries issued
after the date of the President's proclamation, the
making of loans or extension of credit to belligerent
countries (ordinary commercial credits are excepted,
as proclaimed by the President on September 6,
1939, under authority of the Act) The Act also
prohibits the carrying of arms, ammunition, and
implements of war by American vessels, directly or
indirectly, to belligerent nations; travel by American citizens on vessels of belligerents, etc.
Under date of September 5, 1939, the British
government issued a proclamation covering absolute
contraband, including all kinds of arms and ammunition, chemicals and appliances suitable for use in
chemical warfare and articles for their manufacture
or repair, also fuel of all kinds, all transport contrivances, and machinery for their manufacture;
animals for use with transport contrivances, also all
means of communications, as well as tools, implements, equipment, maps, pictures, papers and other
articles, machines or documents connected with
carrying on hostile operations, and finally coin, bullion, currency, evidences of debt, also metal, materials, dies, plates, machinery, and other articles
necessary or convenient for their manufacture.
There is also a classification of conditional contraband which includes all kinds of food, foodstuffs,
feed, forage, and clothing and articles and materials
used in their production.
Thus is raised the question as to the contraband
character of merchandise destined, directly or in-
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directly, for Germany; also the procedure of prize
courts, etc.
The above comment, it must be remembered,
applies primarily to trade with the warring nations
and does not directly concern United States trade
with neutral nations, particularly those removed
from the war areas. However, e;xisting neutral trade
is subject to a number of factors discussed hereafter,
particularly disturbances to ocean shipping.
Effect on Ocean Shipping
Germany owns 6.3 % of total world shipping,
which at the present time is pretty well swept off
the major oceans. Great Britain owns 31.0 % of
total world shipping and that, of course, is in large
part in danger as a result of the German submarine
campaign. Likewise, the merchant marine of France,
totaling 3.4% of total world shipping, is in danger.
The major neutral powers and their percentage of
world shipping are as follows: United States 17 .1 % ;
Japan 7.5%, Norway 6.9%; Italy 4.9%, and Holland 4.3%
Ocean freight rates have already been heavily
increased, reflecting in part increased risks and costs
of operation.
Disruption of Production and Supply

* A special session of the Congress, to consider neutrality legislation, has been called for September 21, 1939.

The removal of Germany as a supplier and buyer
of products in ocean-borne trade will result in
greater export demand in the United States, but at
the same time creates a difficult situation for
countries which have been supplying ocean-borne
raw materials and foodstuffs to Germany Similarly,
the diversion of a substantial part of British production to war purposes will result in the lessened
ability of British factories to supply the demand
of overseas importers and thus create an abnormal
demand in the United States. This war-created demand for American products involves serious dangers
for the future. We recall the expansion of American
production for export during the World War, and
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the economic effect of the subsequent decline of
that demand.
Much has been said as to the possibility of increased markets in South America as a result of
the shutting off of German exports and the possible
delay and decline in British exports. It is to be kept
in mind, however, that the financial condition in
some South American countries has in the past resulted in building up a great quantity of blocked
funds. The shutting off of South American exports
to certain European states may increase the difficulties of some countries in meeting payments for
their imports and returns on direct investments.
War Risk Insurance

The increase in war risk on all ocean routes
burdens ocean carriers and cargoes with additional
cost. So far, private war-risk facilities have been
able to take care of cargo business. Such, however,
is not the case with hull insurance. For example,
at present, it is possible, we understand, to get
private war risk insurance on some of the larger
hulls only to about 25 % of the total value of the
hull. The United States government is taking care
of war risk on vessels in which it has a substantial
interest. In the last session of Congress there were
proposals that war risk insurance and reinsurance
under government auspices for both cargoes and
hulls should be established. Similar action has been
taken in Europe, and it seems possible that such
legislation, as emergency measures, will be an important item in the special session of Congress called
for September 21

Overseas Travel

While the government's ruling that passports be
non-valid for travel to belligerent nations except for
most urgent reasons does not necessarily apply to
commercial travelers, it is quite apparent that it will
be impossible to keep up normal commercial travel
to Europe. This will have a serious effect upon
the maintenance of close contact between customers
there and their suppliers or buyers in the United
States. Likewise, a considerable reduction in the
amount of overseas travel by tourists will result,
particularly if the war continues into the summer of
next year Ordinarily, our overseas tourist expenditure amounts to one-fifth to one-third of the total
value of our import trade. Some of this travel may
be diverted to the countries of the Americas or to
travel within the United States. As a balancing item
in our foreign trade, tourist expenditures are always of major importance.
Overseas Investments

The status of direct investments, such as plants,
offices, etc. in belligerent countries, is in the minds
of businessmen dealing with those countries. It is
too early yet to forecast the situation, but it is important that our government and private groups
examine into what action it is appropriate to.:-take
to protect and preserve such investments. Increased
taxation, that is sure to accompany the conduct of
the war, places in jeopardy not only accrued profits,
but the capital investments of some of these American enterprises.
Foreign Commercial Policy

Export-Import Bank

The facilities of the Export-Import Bank in cooperation with private banks, for the extension of
assistance to exporters and importers in the field
of intermediate and long-term credit, should be enlarged wherever justified.

The United States intends to continue the program it has followed of building up a constructive
foreign commercial policy through reciprocal trade
agreements and insistence on non-discrimination.
While the character of trade under the agreements
with the United Kingdom and the European neutrals
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