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UNITED STATES DISTRICT COURT ! MARINE OFFICE
[e]

For the ud
SOUTHERN DISTRICT OF NEW YORK y AMERICA.

In the matter of
Postal Telegraph and Cable Corporation,

" The Associated Companies,
_— Debtors.

In Proceedings for Reorganization of a Corporation. No. 62560. 3

To the Holders of: — v ~ |l|lH TODAY, MORE THAN EVER

Twenty-Five Year Collateral Trust 5% Gold Bonds and | ved
-F 59 stal Telegraph and . Americans engaged in foreign trade n
Twenty-Five Year Collateral Trust 5% Debenture Stock of Posta grap R o ity 8 8 s . et i
Cable Corporation, and meric
To the Holders of: : 3 In ﬂ;)e Iig(:jht of p:’evciﬁn% qncerirc'ﬁn-_
; - 3 P ies abroad, exporters and importers
49 g’:‘:;ﬁ(;:;ve ;zfﬁ):red Shares of The_ Associated Companies, and to all other ‘ should give serious consideration fo
P g ; . I insuring their shipments in American
PLEASE TAKE NOTICE, that pursuant to an order of this Court dated - insurance companies.
Mar 18, 1939 proofs of claim or of interest of the holders of Twentf—vae Year Investigate the advantages of insur-
Collateral Trust 57, Gold Bonds and Twent{-Five Year Collateral Trust 5% ing with an organization having a
Debenture Stock of Postal Tele h and Cable Corporation and holders of 49, world-wide tested service. Consult
Cumulative Preferred Shares o e Associated Companies, Debtors, must be your broker or agent. :
filed on or before the 14th day of June, 1939 in order that their claims may be ) . ‘
included in computing the majorities necessary for the acceptance of the *““Plan of % 116 JOHN STREET « NEW YORK
- . Reorganization (Amended) of Postal Telegragh and Cable Corporation including - "
(a8 a Bart thereof) the reorganization of its subsidiary, The Associated Companies, : ) FRANCISCO « CHICAGO » SEATILE » NEW ORLEANS
in 77B proceedings,” dated as of September 21, 1938, as amended to January 25, : m&mf'“mm“w" HARTEORD HOUSTON  LOS ANGGLES
1939. Such date is also fixed as the date as of which the ownership of such Bonds ! Lot pocoon.  Shuany
and Debenture Stock and Preferred Shares shall be determined for the purpose of
deciding ‘'who may accept or withhold acceptance of the Plan and said date is
fixed as the date on or before which acceptances must be filed. # .

Proofs of claim or of interest must be filed in the office of George 8. Gibbs
and Raymond C. Kramer, Trustees of the Estates of Postal Telegraph and Cable
Corporation and of The Associated Companies, Debtors, at 67 Broad Street,
New York, N. Y. Forms of proofs of claim or of interest (including a form for
z}‘ccexitance of the Plan) approved by the Court may be procured from said
Trustees. ' ’

NOTICE IS HEREBY ALSO GIVEN that a hearing shall be held before
this Court on the 15th day of June, 1939, in Room 1306 of the United States
Court House, at Foley Square, in the Borough of Manhattan, City and State of
New York, at 4:30 o’clock in the afternoon, Eastern Daylifht Saving Time, or as
soon thereafter as counsel may be heard, at which hearing the Trustees shall
advise the Court of the number of proofs of claim or of interest filed by the holders
of such Bonds and Debenture Stock and by the holders of such Preferred Shares
outstanding in the hands of thg&)ublic, and the amount or number of such Bonds,
Debenture Stock and Preferred Shares covered by such proofs of claim or of
interest and also the number of holders of such Bonds, Debenture Stock and

_ Preferred Shares who shall have filed proofs of claim or of interest and shall have
accepted the said Plan and the amount and number of Bonds, Debenture Stock
and Preferred Shares covered by such acceptances: and if it shall appear at said
hearing that the Plan has been accepted in writing filed in the Court by or on
behalf of the holders of Bonds or Debenture Stock of Postal Telegraph and Cable
Cogoratlon holding two-thirds in amount of the claims filed by such Bondholders
or Debenture Stockholders, and allowed, and by oron behalf of Preferred Share-

. holders of The Associated ('Jompanies, holding a majority of the Preferred Shares
of The Associated Companies outstanding in the hands of the public, of which
proofs have been filed and allowed, the Court.shall fix a-hearing to be held at the
same place on June. 19, 1939, at 10:30 o’clock in the forenoon Eastern Daylight
Saving Time, or as soon thereafter as counsel may be heard, for the consideration L. :
of the confirmation of the Plan and of such objections ags may be made to the A quarterly dividend of 1%%
.confirmation and for action thereon and also for such other matters as may be. ‘ ($1.75 per share) on the First

. presented to the Court and notice thereof shall be published in the Daily News PL./IP . :
Record and in The New York Herald Tribune on June 16, 1939. ' Preferred. Stock of this

A copy of the Plan of Reorganization above mentioned is on file with the Cogpora_tlon was - declared
Clerk of the Court, and eopies may be obtained upon application to the under- g payable - July 15, 1939,

signed Trustees. to stockholders of record
The foregoing is subject to the terms and conditions of the aforesaid order, - June 30, 1939
dated May 18, 1939, which is on file with the Clerk of the Court. A copy of such - * . ! ‘

- order may be inspected at the office of the undersigned Trustees. . A dividend of eighteen and

Dated, New Y'Ol‘k, N Y. May 18, 1939 . e ; ] three-fourths cents (18%c)
By Order of said Court. ] ' ’ per share on the Common

GEORGE 8. GIBBS and RAYMOND C. KRAMER, Stock of this Corporation

Trustees for Postal Telegraph and Cable Corporation - was declared payable June
and The Associated Companies, Debtors,’ ' 15, 1939, to stockholders

87 Broad Street, New York, N. Y. e of record May 31, 1939.
‘ Checks will be mailed.

a TREASURER
Philadelphia, Pa.

May 19, 1939 *

MAKERS OF PHILLIES -

LOSSES PAYABLE IN
ALL PARTS OF THE WORLD

= e

e e e e e e e g 1} .

e —

We announce with profound sorrow Magma Gopper Company
Dividend No. 67
A dividend of Twenty-Five cents per
fhiz-dacih of oor pqﬁne-r share has been declared on the stock of
this company, payable June 15, 1939
y : to stockholders of record at the close o
Mr. George Bamsey i business May 29, 1939.
H. E. DODGE, Secretary.

: \ NATIONAL DAIRY PRODUCTS
LAZARD FRERES & Co. CSRPORATION

Dividends of $1.75 per share on the Preferred A
ey 19 1939, anl(‘i"P?;ferwd B stocks and 20¢ per share on the
' ' . © Common stock have been declared payable July
1, 1939, to holders of record June 1, 1939.
' A. A. STICKLER
May 18, 1939 Treasurer |

For other divldar.xds see pages iii.
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The F indncial Situation

RESIDENT Roosevelt from the first, and with
much more consistency than elsewhere dis-
played, has professed three major objectives—reform,
relief and recovery; reform which would not only

eliminate out-and-out malpractices, but also estab-.

lish a more just and equitable social order; relief not
only from immediate and abject want, but from the
insecurity of economic life in general; and recovery in
the form not. of a sudden and probably short-lived

hoom followed by collapse, but of prosperity, stable

~and enduring.  These objectives have not been
viewed by good New Dealers as separate and distinct,

ment of the wild fiscal policies of the past, and
neither they nor the President is willing to yield an
inch so far as so-called reform or relief is concerned.
It remained for the President himself to confess fail-
ure of the recovery program he and his associates had
devised and to permit himself to stand forth before the
public as'being without definite ideas as to procedure
appropriate to the existing business situation.

A Confession of Failure

This he seems to. have done—by implication, of
course, and probably without intending it—in his

" set off,, as it were, in water-'

tight compartments, but
closely related, reform and
relief often being alleged to
constitute a major factor—
~ sometimes a sine qua non—
of the recovery that was
being planned. During the
earlier years of all this the
planners in Washington
- obviously felt great confi-
dence in themselves and in
the particular measures
they devised by which to

" reach these objectives.

They took a great deal of
trouble to explain to the

rank and file precisely how

this and that program

- would ‘take us nearer the .

goals designated. The Pres-
ident in his numerous so-
called fireside chats re-
vealed not the slightest
doubt that the wvarious

measures would accomplish -

the results for which they
had been brought into be-
ing.

~ Confidence seems, how-
ever, to be on the wane in -

Washington. ‘Some con-

sternation was in evidence

in 1937, when matters did
not appear to be working
out as had been éxpected.
There was at that time
considerable . disagreement

. required of it.

Spending and Taxes A

Emerging from a conference on tax revision

at the White House early this week, Repre-’

sentative Doughton, Chairman of the Ways
and Means Committee, after saying that some
change in the present corporation tax struc-
ture was probable, added that it had been

agreed that substitute taxes providing rev-.

enues_to replace those otherwise to be had
from the corporation taxes as now constituted
must be adopted. Proceeding, he asserted:
“We are just as anxious to help business as
business is to be helped.
agrees that we cannot cut down our total
Federal revenues now. I hear a lot of talk
about elimination of business deterrents in

. taxes, but no one has come forward to suggest

what taxes we can substitute for them.”

Mr. Doughton’s remarks are, of course, not

particularly convincing. Our tax structure
as such is almost as unfortunate as it could be
made. The trouble is not only that taxes are
high, but that they are so levied that they do
unnecessary damage to business initiative,
and these facts are well enough known and

recognized by all thoughtful students of the -

matter. There is really no excuse for further
neglect.

At the same time, it must be admitted that,
no matter how carefully tax laws were framed,
the business community would be sorely bur-
dened paying the total amount of taxes now
The disagreeable fact also
remains that, despite.all these taxes, the

budget is outrageously out of balance—the .

deficit for the current fiscal year being al-
ready in excess of $3,000,000,000.

The only satxsfactory uolutlon for the tax
problem is paring expenditures. The Ways
and Means Committee may well complain of
the burdens placed upon it by a Congress

which slmply will not restrain itself so far as .

spending is concerned.
Sooner or later the rank and file will be-
come sufficiently weary of taxes not to forget

them when demands are being made for un-

necessary and unwarranted ‘appropriations.
The sooner that day arrives the better for
everyone.

“Committee.

But every one -

letter of Tuesday last to

,the Chairman of the Tem-

porary National Economic
“In my mes-
sage to the Congress ini-
tiating the work of the
Temporary National Eco-

~nomic Committee,” says

the President, “I had oc-

* casion - to say. that f‘idle

factories and idle workers
profit no man.” It may
equally be said that idle
dollars profit no man. The
present phase of the hear-
ings before the committee
bears. directly upon this
problem.

© “Tt is a matter of com-
mon knowledge that the
dollars which the American

"people save each year are

not finding their way back

- into productive enterprise

in sufficient volume to keep
oureconomic machine turn-
ing oyerv at the rate re-
quired to bring about full

- employment. We have

mastered the technique of
creating necessary. credit;
we have now to deal with .

_the problem of assurlng its

full use.

“In the series of hear-
ings which .the Securities
and Exchange Commis-
sion is to hold before your

among even the very elect as to What ought to be

done to produce recovery. As recently as about a
year ago the President himself, it is true, appeared to
feel little doubt that he knew quite precisely what was

needed when he brought forward the spending-lending -

program which, in conjunction with extravagance in
general, is now making this year a record-breaking one
“in public expenditures even for the New Deal. But
the sands are again running out, and recovery still
has not come even into sight. Such improvement as
had occurred seems, moreover, to be receding. A
substantial degree of uncertainty, disagreement and
confusion again prevails: in 'Washington regarding
" what ought to be done. Diehard New Dealers, so

far as can be discerned, have no suggestion to offer
other than a continuation and perhaps an enlarge-

o://fraser.stlouisfed.org/

commlttee I take it that a major problem of your

committee will be to ascertain why a large part of
our vast reservoir of money and savings have re-
mained idle in stagnant pools.

“Is it because our economy is leaving an era of .
rapid expansion and entering an era ,of steadier
growth, calling for relatively less investment in
capital goods?

“Is it because of lag, leak and friction in the opera-
tion of investment markets which pervert the normal
flow of savings into non-productive enterprise ?

“These are questions for your committee to answer.

“T know of no more urgent ones in the country
today. '
" “The hearings before your committee, I hope, will
assume the task of analyzing the financial machine
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in its relation to the creation of more needed wealth.
We know that the mechanism ecan be improved.
Improvement can only be made on a basis of clear
analysis. Having made that analysis, I hope that
your committee will then be able to indicate ways by
which the machine may be made to functlon more
efficiently.

“We have an immense amount of wealth which
" needs to be created in this country. Much of it can
be created through private enterprise. Some of it
can properly be created through quasi-public agen-
cies. The problem is to use our added savings and
increased credit. to get this wealth moving, that is,
to get it now in productive enterprise; and, at the
same time, to make savings avilable for use in all

“categories of private enterprise, as well as for the .

great and recognizes enterprizes which can com-
mand capxtal but have less actual need of capltal
‘than many smaller but equally deserving enter-
prises.

“There is also the problem of determining how
credit can best be made available for instrumentali-
ties of local government,.and for those quasi-public
enterprises which must do the work which cannot
be done by private enterprise. -

. “We have developed several methods of connect-

ing money with men and materials so as to get use-

ful work done. We shall need to use all of these
opportunities or, if you choose to put it'differently,
we must meet all of the demands made, on our sys-
tem, .if we are to have lasting prosperity. Tt is our

-task- to find and energetically adopt those specific

measures which will bring together idle men, ma-
chines and-money. In proportion as we succeed,

we shall strengthen the structure  of democratu,,

economy.”

It is, of course, obvious that the P1e81dent need

not have written snch a letter, and we may be quite
certain that he would not have written it, if the
many measures which have been introduced. and
enacted into law during the past six years in the
“name of recovery had been even half successful in
accomplishing those things for which they were
designed. It may also be taken for granted that he
would never have written such a letter had he felt
his erstwhile confidence that with the'aid of a few
faddists as advisers he could almost overnight
formulate a program which could reasonably be
expected to bring recovery to pass.
. confession of failure and of confusion or not, the
President’s letter raises again the old question of
.how recovery can be promoted, and in particular
how the normal process of continual and substan-
tial enlargement of our capital equipment may. be
caused to be resumed. The two problems appear
now to be one in the mind of the President. That
is to say he seems to feel certain that recovery
would be effected and prosperity restored if only
the funds now available or easily made available
were being promptly and effectively used in expand-
ing our industrial machine. These are, of course,
subjects of perennial discussion and debate, but
they still lack realistic understanding at least
among the politicians and probably among the rank
and file of the people.
An Assumption Challenged!

Any useful discussion of them must begin by

vhallenging the underlying assumption of the Presi-

dent, and, so far as we are able to discern, of most

But whether a

: 2949
of the others who have undertaken to discourse
upon' them. ‘Almost everywhere it appears to be
taken for granted that available funds should be
put to work forthwith in the enlargement and im- -
provement of our productive mechanism, that if =
some way could be found to persuade the owners
of available funds to put them to work in this way
at once the well-being of the country would be
greatly served. Indeed, this assumption seems so
universal that to question its validity is probably
to invite a stare of disapprobation or incredulity.
Yet We venture the suggestion that it may be well
to inquire  more carefully into this aspect of the
subject. The. President says that “we have mas--
tered the technique of creating necessary credit.”
Precisely what is 'meant by “necessary credit” is
left somewhat to conjecture, but there can be little
question that what the President has in mind is an
abundance of funds, or perhaps even a super-abun-
dance of founds created by expansion of credit. If
this is what he intends to say, and if he means by
“fwe” his own Administrdtion, his ‘words are likely
to be misleading. - His Administration may have
mastered this technique, may even have enlarged
its effectiveness, but it had been developed and
quite adequately mastered long before the public
had ever thought of Mr. Roosevelt as a possxble
presidential candidate.

The inauguration of the Federal Reserve System
made the evolvement of this “technique” quite
simple, and " faulty administration of the system
soon made it a regular practice. Our part, financial
and otherwise, in the World War was quite con-
sciously financed by application of 'this “technique”
which the issuance of enormous amounts of Federal
obligations, as well: as plorrresswely bad- amend-
ments to the original Federal Reserve Act, ren-
dered still more available. All this in the ’twen_ties
greatly stimulated rather than destroyed “con-
fidence,” and there was no trouble in persuading
those with funds to put them to what was then
cconsidered productive and constructive use.

* a time what is termed the condition of business was
immensely improved and strengthened, but in the
end 1929 and its aftermath befell us. It. ulti-
mately became perfectly clear that much of the “in-
vestment” of that era was a serious blunder for

_which we paid heavily. Recklessly putting surplus
funds to work hoth here and abroad resulted not in
permanent enrichment of the country, but in end-
less difficulties, or at least such permanent enrich-
ment .as took place was accompanied by enormous .
waste and excessively costly dlsarmngements in the
economic mechanism.

How then can we feel great assurance, condztwns,.
remaining what they now are and the longer term
outlook continwing without basic change, that
similar action now in the employment of funds
would not bring similar results a few years hence?
Too many of us too readily assume that it is always
desirable to have investors lend freely and to have
industry borrow or invest readily. Yet in such a
supposition there lies implicit the notion that
somehow the person who so reasons knows much
better than the owner of funds and the managers
of industry what the wise course for them to pur-
gue is. For the President or the Government to
fall into any such belief at this time is the equiv- "
alent of its arrogating unto itself a wisdom higher

Chronicle
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than that possessed by the business community
about matters in which the business community has,
of course, had infinitely more experience, or else it
" carries an implicit charge that the business com-

" munity is deliberately “balking” to punish the poh-
ticians—a supposition too absurd to be taken seri-
ously.

~ When Expansion Is in Order

The truth of the matter seems to us to be this:

It is to the real interest of the country for industry
to invest funds in expanded or improved plant, and
for investors to provide funds for this purpose, only
when there is reasonable ground to believe that the
funds so invested will be able to earn a return for
‘those who furnish them. Now the ultimate judges of
whether reasonable grounds for such a belief exist
at any given moment must in the nature of the
case be those who control the funds and those who
would put them to work. Who else is there better
qualified to make such decisions? Doubtless the
industrialist, the banker, and the owner of funds
- are subject to errors of judgment, but what reason
is there to suppose that the politicians or the so-
called experts at Washington are better judges of
conditions and prospects? As to quasi-public agen-
" cies employing funds constructively and produc-
-tively, the possublhty may in practice be almost
disregarded, so ‘disproportionately great is the por-
tion of all funds so employed that simply goes to.
With a few exceptions here and there the.

.country would be immensely better off if govern-
ment left the investment of funds strictly to private .
initiative and to private judgment. If relief out-
lays are unavoidable for a period, then we must

"make them, but let us not be misled into sup-
posing that there is much of an element of - pro-
ductive investment in them. v

Proper respect for these well established prin-
ciples would obviously restrict severely the Tem-
porary National Economic Committee in its for-
* mulation of replies to the questions of the President
and in its proposed solutions of the problems he
raises. To be true to the teachings of history and
_ common sense it must tell the President that, save
so far as government itself is responsible for con-
ditions which cause practical business men and
investors generally to hesitate, it is no part of the
duties of government to trouble itself about the re-
fusal of Dick to borrow, Tom to lend, or Harry to
expand his facilities at this time, that it would be
presumptuous as well as foolhardy for either the

Committee or the President to attempt to set aside ,

- the judgment of the business man in these matters
or to persuade him to do what he believes to be un-
wise or imprudent with his own funds or his own

property, and that if the industrialist is unready .

to borrow and the lender unwilling to  make ad-
vances, then it must be presumed that there is good
reason for these attitudes. If it be objected that
such a reply would consign government to a do-
nothing role, the answer is simply that in ordinary
circumstances such is precisely the role it ought to
adopt while business itself makes the adjustments
necessary to correct conditions which are respon-
sible for the lethargy complained of.

Extraordinary Clrcumstances

Circumstances existing today are, however, not of
.the ordinary variety,.and the Commlttee if it is to

p://fraser:stlouisfed.org/

" much as a child likes to pick at his. toys.
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gerve the country well must in candor tell the Presi-
dent that government is itself responsible for the
hesitancy displayed in the investment of capital,
and that unless and until government is ready to
take the steps necessary to a correction of those con-
ditions it would be far better—indeed it might well
be little short of tragedy to.do otherwise—to do
exactly nothing to over-persuade the lender to
loosen his purse strings and the borrower to pro- ’
ceed regardless. The President suggests “improve- -
ment” of the “financial machine” as one method of
overcoming the difficulties of which he complains.
The Committee must tell him that there is no in-
adequacy in the functioning of this machine—or at
least none which would not quickly disappear if
opportunity were given—save that which is im-
posed by government itself in one of its many reform
programs, that it would be either futile or catas-
trophic for government to tinker further with this
mechanism for the purpose of remedying  defects
which do not exist. If the President has reached
the conclusion that the investment banking com-

" munity is’ not functioning as freely as he would

like: to- see it function, then the obvious remedy is
to remove the strait-jacket which he himself has
placed about it. That, and nothing more. '
But the causes of the conditions ‘which the Presi-
dent now deplores lie-much deeper—many of them
far removed from the financial mechanism as such.”
They are found in the budget situation, the labor
laws, the aoucultural program, the holding com-
pany legislation, the arbitrary powers of the Presi-
dent and his aides over many phases of business.
life, particularly over credit and money and related

. matters, and the constantly displayed disposition

of the Administration to tinker with everything -
The -

foreign - situation is another factor which. is un-
settling enough in its own right but which is made

still more troublesome by the faulty attitude of the ‘
These and similar pro- .-

Administration toward it.
grams of government together with the conditions.
already created by them in the business world are.
responsible for the situation which now so greatly
troubles the President. Clearly the first duty of
government is not to make fresh efforts to persuade
the business community that it is afflicted with
needless nervousness and apprehension or to. at-
tempt to stimulate it to the point of forgetfulness,
but. is to accept the judgment of those who must
risk their own funds or be responsible for those of
others and to proceed forthwith to remove the ob-
stacles which 1t has itself placed in the path of
progress _ :

“The Committee is now hearmg and plans to hear
a substantial number of witnesses, some of whom
have in substance told it much of what has been out-
lined here. Others doubtless will add to and fur-
ther emphasize this testimony. It remains to be
seen whether the Committee will have the good
sense to assimilate the truth that has been given
it and the courage to pass it on to the President.
If not, it would do well to adjourn sine die at once
and give the country a rest.

Federal Reserve Bank Statement

ANKING and currency statistics this week are
much in line with the performances of previ-
ous weeks and months, with all signs pointing to.
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ever greater expansion of idle credit resources and
no indications available of any effective demand.
Gold continues to flow toward the United States
from Europe, and the metallic additions to our
monetary stocks add steadily to the credit base.
In the week to May 17 monetary gold stocks of
the country advanced $36,000,000 to a fresh record
at $15,892,000,000. The Treasury disbursed funds
from its génerai account with the 12 Federal Re-
serve banks at a lesser rate than the deficit program
‘might suggest, but still on a scale that permitted
a sizable addition to member bank reserves. These
two factors were chiefly instrumental in an advance
of member bank reserve balances by $38,129,000 to
$10,005,034,000, the latter figure naturally repre-
senting a record. Excess reserves over legal require-
ments moved up $50,000,000 to $4,240,000,000, which
also established a fresh high. On'the demand side
the credit picture remains discouraging in the ex-
. treme. The weekly condition statement of New
~ York City reporting banks indicates for the week
to May 17 a reduction in business loans of 9,000,000
to $1,369,000,600, while loans to brokers and dealers
on security collateral declined $22,000 000 to $495,-
000,000. -

The Treasury reimbursed itself in the. statement
week for: $24,012,000 gold acquisitions through de-
posits of certlflcates with the 12 regional banks,
raising the holdings of those institutions to $13,-
222,730,000. Other cash increased, and total re-
serves of the regional banks advanced $29,866,000
to $13,597,485,000.  Federal Reserve notes in actual
- circulation increased $3,985,000 to $4,463,349,000.
Total deposits with the regional banks moved up
$27,637,000 to $11,474,546,000, with the account
variations consisting of an increase of member bank
balances by $38,129,000 to' $10,005 034 ,000; a decline
~of the Treasury general account balance by $32,.
653,000 to $926,636,000; an increase of foreign ‘bank

deposits by $22, 464 000 to '$272,959,000, and a drop

of other deposits by $303,000 to $26‘)’917 000. The
reserve ratio remained unchanged at 85.83%. Dis-
counts by the regional banks fell $458,000 to
$3,614,000. Industrial advances were down $14,000
to $12,796,000, while commitments to maké such
advances 1ncreased $2,000 to $11,688,000. Holdmgs
of banker’s bills in the open market portfolio were

.- unchanged at $562,000, and holdings of United

States Treasury secu11t1es were smnlarly motion-
less at $2,564,015,000.

The New York Stock Market

OTHING occurred this week to shake the New

- York stock market out of the lethargy that
has- seized . it during recent weeks and months.’
Trading was on an extremely small scale day after
day on the New York Stock Exchange, with aver-
age dealings for the full sessions approximately
500,000 shares. Most stocks showed no price varia-
tions of any consequence last night, as against quo-
tations current a week earlier. Where sizable
changes occurred, however, they were mostly in the
direction of lower levels. Steel stocks led the de-
cline, owing to the declining tendency of mill opera-
tions and price-cutting on automobile steel. Some
important issues, such as United States Steel com-
mon, moved to lowest levels of the year on such
considerations. Other industrial equities likewise
were soft, but net recessions for the entire week
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rarely exceeded two points. A few special groups,
such as the airplane stocks and merchandising
issues, showed modest strength from time to time.
The utility section held its ground, especially in:
those instances where stocks are largely on an in-
vestment basis. Rail equities drifted slightly lower.
There were some moderately encouraging general
developments which failed to stimulate the securi-
ties markets, indicating that the unsettling effects
of Administration policies continue to prevail. The
unwillingness of President Roosevelt to admit any
of his many errors and retract them was well illus- -
trated early in the week by incidents relating to
the taxation reforms so urgently necessary. Sen-
ator Pat Harrison, Chairman of the Senate Finance
Committee, gave virtual notice of an intention to
revise the obnoxious capital gains and undistributed -
profits taxes, notwithstanding the unwillingness of
the Executive to countenance such changes. Hear-
ings of the Temporary National Economic Commit-
tee were started on the grave question of “why it is
that we continue to have in this country idle men, "
idle machines and idle money,” but the 1n1t1a1 ses-
sion fostered the suspicion that the inquiry will be
directed toward bolstering Administration argu-
ments for Government spending and deficit finane-
ing, notwithstanding the obvious fact that such ex-
" pedients fail to solve the problem and produce more
evils than they possibly could remedy. Foreign
developments were of relatively little influence on
our market, althmwh they continue to occasion
anxiety.
In the listed bond market the tendency of hlghest
. grade securities was steadily upward, for institu-
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tional buying remains active in the absence of any . .

effective demand for. credit in business and specu-

lative spheres. Virtually all Jong and intermediate
dated United States Treasury issues moved to
highest levels on record, and this s1tuat10n was
duplicated by a number of best grade corporate
issues. In the more speculative divisions of the
bond market the same uncertainty prevailed that .
afflicted the equities market. Foreign dollar bonds -

were quiet and irregular. -The commodity markets -
reflected fresh advances in wheat and a few other

agricultural staples, owing to erop damage. ~Base
metals were idle and unchanged. Foreign exchange
trading was quiet, with leading rates steady under
thecontrol ‘of the various stabilization funds, but
gold continued to flow toward the United States.
Special pressure is being exerted in London to tem-
per the outflow. of fugitive funds.

~ On the New York Stock Exchange 33 stocks -
touched new high levels for the year while 29

stocks touched new low levels. On the New York -
Curb Exchange 30 stocks touched new high levels -
and 25 stocks touched new low levels. Call loans
on the New York Stock Exchange remained un-
changed at 1%.

" On the New York Stock Exchange the sales at
the half-day session on Saturday last were 159,340
shares; on Monday they were 334,600 shares; on
Tuesday, 620,540 shares; on Wednesday, 534,470
shares; on Thursday, 418,280 shares, and on Friday,
400,640 shares. On the New York Curb Exchange
the sales last Saturday were 36,125 shares; on Mon- .
day, 68,427 shares; on Tuesday, 115,525 shares, on
Wednesday, 81, 840 shares; -on Thursday, 67 ,145
shares, and on Friday, 77,905 shares. :
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A lack of interest in the stock market on Satur-
day last and on many days of the present week
again resulted in transactions being held at a mini-
mum, and price changes few and without great sig-
nificance. On Monday the market opened firm and
was attended by slightly higher prices. Stocks im-
proved modestly the better part of the morning, but
weakened with the approach of the noon hour recess.
Demand slackened in the afternoon, but equities
~ continued firm up to the closing hour, when an
easier tone set in, and prices wound up the session
~at mixed levels. On Tuesday the market was
aroused from its lethargy, and sharp declines fol-
lowed early firmness, despite a lessening of eco-

nomic and political tension both at home and

abroad. Losses of from one to two points took
“their toll among the better issues, and the down-
ward trend persisted to the close. Final losses ap-
proximated three points on a volume of business
practically double that of the previous session.
Weakness of the day before was carried over into
Wednesday’s session, only in a more limited degree.
Selling pressure at no time got out of hand, but
lacking initiative the market proved vulnerable to
attack, and losses ranging from fractions to a point
'or more were chalked up at the close. Stocks just
barely managed to break through into higher
ground on Thursday after two days of. declines.
Early in the day ‘the market attempted a rally, but
lacking the necessary vigor for such a move, prices’
again settled back into their former groove and
closed irregular after moderate gains. Yesterday
moderate advances were made following a weak
start, with preferred issues enjoying the major por-
tion of the gains. As compared with closing prices
‘one week ago, final quotations yesterday reflect
_-some loss of ground. General Electric closed yester-
day at 333¢ against 3414 on Friday of last week;

Consolidated Edison Co. of N. Y. at 3014 against

31%%; Columbian "Gas- & Elec. at. 6 against 634;
Public Service of N. J. at 36 against 35%; J. I. Case
Threshing Machine at 72 against 78; International
- Harvester at 5714 against 579 ; Sears, Roebuck &

+Co, at 723 against 7214 ; Montgomery Ward & Co.
at 4714 against 47%; Woolworth at 4315 against
44, and American Tel. & Tel. at 16034 against 16134.
Western Union' closed yesterday at 1834 against

1834 on Friday of last week; Allied Chemical & Dye -

at 1591/ against 16034 ; E. I. du Pont de Nemours

at 1431 ex-div. against 1427 ; National Cash Regis- -
ter at 1814 against 19; Natlonal Dairy Products at .

1473 against 15; Natlonal Biscuit at 26 against 26;

Texas Gulf Sulphur at 27% bid against 2814 bid;

Continental Can at 3654 against 37; Eastman
Kodak at 15534 against 15734 ; Standard Brands at
6 against 614 ; Westinghouse Electric & Mfg. at 8914
against 90%4; Lorillard at 223 against 2234;
Canada Dry at 1414 against 1514 bid; Schenley Dis-

tillers at 1234 against 1334, and National Distillers

at 253g against 2515,

In the rubber group, Goodyear Tire & Rubber
closed yesterday at 2534 against 2614 on Friday of
- last week; B. F. Goodrich at 16 against 1634, and
- U. 8. Rubber at 3614 against 381%. The railroad
shares were depressed the present week. Pennsyl-
vania RR. closed yesterday at 17 against 177 on
Friday of last week; Atchison Topeka & Santa Fe
at 26% against 28%; New York Central at 1414
against 147%; Union Pacific at 9034 against 94;
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Southern Pacific at 1214 against 13; Southern Rail-
way at 14 against 147, and Northern Pacific at
81/ against 834.

The steel stocks were under pressure this week.
United States Steel closed yesterday at 4433 against
47 on Friday of last week; Inland Steel at 77
against 78; Bethlehem Steel at 5214 against 5534,
and Youngstown Sheet & Tube at 321/ against 34%4.
In the motor group, Auburn Auto closed yesterday
at 214 bid against 255 on Friday of last week;
General Motors at 4274 against 4234 ; Chrysler at

651 against 6734 ; Packard at 3%} agamst 334, and
Hupp Motors at 1%/ against 19g.

Among the oil stocks, Standard 0il of N. J closed
yesterday at 4215 agalnst 457 on Friday of last
week; Shell Union Oil at 11 against 11, and
Atlantxc Refining at 1934 ex-div. against 20%5. In
the copper group, Anaconda Copper closed yester-
day at 23% against 2414 on Friday of last week;
American Smelting & Refining at 4014 against 41
and Phelps Dodge at 3033 against 3274,

Leading trade and industrial reports indicate a
slow decline in the rate of business activity in the
United States. Steel operations for the week end-
ing today were estimated by American Iron and

" Steel Institute at 45.4% of capacity. Marking the

seventh consecutive drop, this rate compares with
47.0% last week, 50.9% a month ago, and .30.7%
at this time last year.” Production of electric power
for the week ended May 13 is reported. by Edison
Electric Institute .at 2,170,750,000 kwh. against
2,163,538,000 kwh. in the preceding week and 1,967,
613,000 kwh. in the corresponding week of 1938.
Car loadings ‘of revenue freight for the week to
May 13 were 555,396 cars, according to the Associa-
tion of American Railroads. This was a decrease
of 17,461 cars from the preceding week, and a gain
of 13,588 -cars-over the similar period of last year.

As indicating the course of the commodity mar-
kets, the May option for wheat in Chicago closed.
yesterday at T9%%4e. against '7834c. the close on Fri-
day of last week. May corn at Chicago closed
yesterday at 5014c. against 5034c. the close on Fri-
day of last week.. May oats at Chicago closed yester-
day at 333c. against 347c. on Friday of last week.

The spot price for cotton here in New York closed
yesterday at 9. 78c. against 9.44c. the close on Friday
of last week. The spot price for rubber yesterday
was 16.00c. against 15.98c. the close ‘on Friday of
last week. - Domestic -copper closed yesterday at
the split price of 10c. to 1014c., the close on Frldav
of last week. '

In London the price of bar s11ver yesterday was
2014 pence per ounce as against 20°1/16 pence per
ounce the close on Friday of last week, and spot
silver in New York closed yesterday at 423jc., the
close on Friday of last week.

In the matter of the foreign exchanges, cable
transfers on London closed yesterday at $4.6814
against $4.68 3/16 the close on Friday of last week,
and cable transfers on Paris closed yesterday at
2.64 15/16¢c. against 2.65c. the close on Friday of
last week.

European Stock Markets

ILD optimism prevailed this week on stock
exchanges in the leading European financial
centers, apparently on' the basis of continued peace
and the prospect of enhanced general business ac-
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tivity. Prices on the London market moved quietly
but persistently upward, with all groups of issues
- participating. The Bourse in Paris was rather ir-
regular, after an early spurt. Dealings in Berlin
remained on an insignificant scale and price varia-
tions remained of little importance. The principal
question everywhere remained that of peace or war,
but anxiety appeared to lessen in the absence of
aggressive moves by the totalitarian States.
grams for increased armaments remain in full swing

throughout Europe, however, and are steadily -

drawing more workers into employment at the cost
of increased government deficits. For the time
being a modest stimulus is afforded the markets by
the added arms outlays, especially in Great Britain.

The French market became concerned again with - ; '
" stricted business was noted Wednesday, with ac- -

long term- ﬂovernment loans,-as a new issue was an-

nounced on Monday of 0% obligations, to which

6,000,000,000 francs were subscribed in a single day.
The issue is to mature in 40 years, and the price
was 98.  With the 1nternat10nal outlook less dubi-
ous, more attention was paid to business tenden-
cies, which are generally favorable in the foremost
mdustrlal countries of Europe.

: Small advances were the rule when trading was-
resumed in the London market, Monday. No great
amount of business was’'done, but the good tone

- attracted investment buying in gilt-edged stocks and
most industrial issues. Mining and commodity

© shares ‘joined the slow advance, and some sizable.

gains were noted also in: the mternational section.

After early dulness in which miinor fluctuations

were the rule on Tuesday, business became more

brisk toward the end of that session, and modest
advances predominated. Gilt-edged stocks again:

improved fractionally. The industrial issues were
. extremely quiet, but most changes ‘were toward
~higher levels, and the mining group likewise re-
flected demand. Anglo-American favorites were un-
changed in the foreign section, while others showed
small gains. Fresh inquiry developed on Wednes-
day for gilt-edged investments, and most industrial
-stocks also were in demand. Mining and ‘com-
modity shares hardly varied. In the international
_division some unsettlement resulted from pessimis-
tic overmoht reports from New York, and from
efforts of the authorities to curtail any speculation
in Anglo-American favorites. With the Continental
“markets closed  on Thursday for observance. of
- ‘Ascension Day, little business was done on the
London market. . Gilt-edged issues and industrial

stocks remained firm, and Anglo -American . shares-

were marked slightly hlgher in the expectation of a
- rally at New York. After early uncertainty prices

- improved yesterday, and changes for the day were

small. International issues were dull throughout.

Trading on the Paris Bourse was quiet, Monday,
despite a favorable view of the week-end speech by
Premier Mussolini, in which the Italian spokesman
expressed the opinion that European  difficulties
can be settled without recourse to armed conflict.
Rentes were hesitant on the appearance of the new
defense loan, which brokers feared would be in-
creased beyond the 6,000,000,000 franc figure set by
the authorities. Small gains were noted in French
equities and international issues. Another inactive
session was reported Tuesday, despite the rapid
over-subscription of the new loan. Rentes were
steady, while other departments reflected only
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minor variations in either direction. With a holi-
day impending, the tendency on Wednesday was
toward modest liquidation. Rentes and French
shares were not much affected, but international
securities drifted downward. The Bourse was
closed Thursday, in traditional observance of
Ascension Day. Small changes in both directions
were noted yesterday, with trading quiet.

Listless dealings and: small price changes were -
reported on the Berlin Boerse, in the initial session
of the week. The equity group showed minor varia-
tions in either direction, while fixed-interest issues
were soft. 'The quiet tone was continued on Tues-
day, with small and irregular changes again re-
ported. Nor was there any greater interest in the
fixed-income department. ~Another session of re-

tivity on an even smaller scale than usual because -
of the impending holiday suspension. Price varia-
tions in all departments were modest and irregular.
The German "market was closed Thursday, for
Ascension Day. Resumption of trading yesterday .
resulted only in further minor variations.

Standstill Agreement
EARLY two weeks of conversations on the Ger-

man standstill agreement covering the short-
term credits extended to that country were con-
cluded in Berlin, Monday, on a basis that drew
praise from the representatives-of creditors and
debtors, alike. The standstill problem dates from
1931, when credits of $1, 250,000,000 were involved
in the German economic collapse. The figure has

been reduced year by year, largely by repayments

and partly by the lossés taken by creditors under
the involved German exchange system. ' A state-
ment issued here by Siegfried Stern, Vice-President
of Chase National Bank and Secretary of the Amer- -
ican Committee on the German credits, indicates

that the lines now have been reduced to.an active . .
figure of $276,000,000, with a further $34,000,000

of unused lines, The American share is $67,000,000
of outstanding credits and $14 000,000. of runavalled
lines. .The net reduction in the 12 months ended
Feb. 28, 1939, was placed at $77 160,000, of which
$11,440 000 represented payments at face value and
reduction of credit lines, while the balance resulted
from the sale of registered marks called by credit-

ors. In addition, current interest has been. pald in

“ full in.foreign exchange.

All basic features of the standstill will be con: ,
tinued for the next year, but a few interesting varia-

' tions of technical details are to be introduced. Be-

ginning June 1, an effort toward stabilization of the
travel mark W111 be made through use of a sliding
seale for licenses, ranging from $4.58 a 100 marks
when, as at present, the discount on such marks run

to 60%, to $2.50 a 100 marks on occasions when the

discount is relatively small. Much satisfaction was
expressed with the liquidation of obhgatlons for

which the German Golddiskontbank last year as-

sumed responsibility, and it was considered gratify-

ing that additional repayments are to result this
year from that source. Provision was made to
scale down unavailments, and the constructive as-
pects of recommercialization are to be continued on
an enlarged basis. Holders of the so-called Lee Hig-
ginson credit are to be permitted to liquidate a fur-
ther percentage of the advance, if desired, by calling
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