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EXTERNAL SINKING FUND 6% GOLD BONDS,
Series A, dated November 1, 1926,
dve November 1, 1959

To the Holders of

City oF MONTEVIDEO

(Republic of Uruguay)

and

7% SINKING FUND GOLD BONDS,
dated June 1, 1922,

due June 1, 1952

The Prospectus of the Republic of Uruguay dated August 1, 1938 whereby

the Republic made to the said holders an Offer of Exchange for bonds
of the Republic, has been amended under date of March 20, 1940, to
extend the period for the exchange to August 31, 1940, and to furnish
certain supplementary information. Copies of the amended prospectus
and form letters of transmittal may be obtained from:

HALLGARTEN & CO.
44 Pine Street, New York, N. Y.
As Exchange Agent with respect to the 6%
Bonds of the City.

March 20, 1940

DILLON, READ & CO.
28 Nassau Street, New York, N. Y.
As Exchange Agent with respect to the 7%
Bonds of the City.

REPUBLIC OF URUGUAY
César Charlone,
Minister of Finance.

J. Richling,

Minister at Washington, D. C.

.

sale at 87,600.

New York, N. Y. !

For Sale

Purcnase Money Lien or $12,000.

Upon the death of a seventy-nine year old mother, her
daughter will come gnto possession of a fund until then
held in trust by a major (New York City) institution.

This fund is invested mostly in listed securities with
a market value of approzimately $100,000.

Upon the maturity of this trust, the first $12,000. there-
from is payable to the holder of this mortgage mow for

The difference between the $12,000. and the present
purchase cost—covering the interest accrued and profit
—18 not tazable income until received.

OrrFERED AT A Discount VALUE oF $7,500.
Subject to Prior Sale

LEGATEES FUNDING CORPORATION

Ashland 4-4231

Notices

Dividends

NORFOLK AND WESTERN
RAILWAY COMPANY
Roanoke, Virginia .
March 9, 1940,
NOTICE OF ANNUAL MEETING
OF STOCKHOLDERS

The Annual Meeting of the Stockholders of
Norfolk and Western Railway Company will be
held at the principal office of the Oomi;any in
Roanoke, Virginia, on Thursday, April 11. 1940,
at 10 o’clock A. M., to elect a Board of eleven
Directors for the ensuing year, to consider and
act upon proposals to amend the Company's
Charter so as to empower the Company to effect
staggering of terms in office of its Board of Di-
rectors, and to alter and amend the Company’s
By-laws 80 as to permit such stagger[n%, to change
the date of annual meeting of stockholders to the
second Thursday in May. beginning in 1941, to
conform the time required for notice to stock-
holders of annual and special meetings and call
b{ stockholders for speclal meetings to statutes
of the company’s incorporating state—Virginia,
and to transact such other business, not known or
determined at this time, as properly may come
before the meeting,

8tockholders of record at the close of business
March 22, 1940, will be entitled to vote at such

eeting.
et L W. COX, Secretary.

.org/

JOHN MORRELL & CO.

\ DIVIDEND NO. 41.
BRTR\ A dividend of Fifty Cents
nvC“ | ($0.50) per share on the
Y capital stock of John
¥/ . Morrell & Co., will be paid

N

"‘/' B
| Mo

PR 4

T April 25, 1940, to stock.
holders of record March 30, 1940, as shown
on the books of the Company.

Ottumwa, Iowa. George A, Morrell, Treas.

AMERICAN MANUFACTURING COMPANY
Noble and West Streets
Brooklyn, New York
The Board of Directors of the American Manu-
facturing Company has declared the regular
quarterly dividend of $1.25 per share on the
Preferred Stock and a dividend of 25¢. per share
on the Common Stock of the Company. Both
R/Iayable April 1, 1940 to Stockholders of record
arch 16, 1940.
ROBERT B. BROWN, Treasurer.

For other dividends see pages ix

Meetings

NEW YORK AND HONDURAS ROSARIO
MINING COMPANY
NOTICE OF

STOCKHOLDERS' ANNUAL MEETING

The Annual Meeting of the Stockholders
of NEW YORK and HONDURAS ROSARIO
MINING COMPANY will be held at the office
of the Company, at Room 1919, No. 120 Broad-
way, New York, N.Y,, on Wednesday, April 3rd,
1940, at 2:00 o’clock P, M., to consider and act
upon the following matters:

1. The election of eleven Directors for the
ensuing year, or until their successors are
elec and qualified,

2. The authorization of the cancellation of
11,633 shares of this Company’s capital
stock, held in the Company’s treasury, and
directing the amendment of the Company’s
charter accordingly.

. Continuing the employment of Ernst & Ernst
as the Company’s auditors, |

. The transaction of such other business as
may properly come before the meeting, or
any adjournment .or adjournments thereof.

For the purpose of the meeting, the transfer
books of the Company will be closed from noon,
March 23, 1940, until ten a. m., April 4, 1940.

BY ORDER OF THE BOARD
OF DIRECTORS,
J. PERLMAN, Secretary.

Dated March 20, 1940.

Dividends

BRITISH-AMERICAN
TOBACCO COMPANY, LIMITED

NOTICE OF DIVIDENDS TO HOLDERS
OF ORDINARY AND PREFERENCE
STOCK WARRANTS TO BEARER.

A Second Interim Dividend on the
Ordinary Stock for the year ending 80th
September 1940 of tenpence for each £1
of Ordinary Stock free of United King-
dom Income Tax will be payable on
30th March 1940.

Holders of Bearer Stock to obtain
this dividend must deposit Coupon No.
181 with the Guaranty Trust Company
of New York, 82 Lombard Street,
London, E. C., for examination five clear
business days (excluding Saturday) be-
fore payment is made.

The usual half-yearly dividend of 214%
on the 5% Preference Stock for the year
ending 30th September next will also be
payable on the same date.

Coupon No. 73 must be deposited with
the National Provincial Bank Limited,
Savoy Court, Strand, London, W. C., for
examination five clear business days
(excluding Saturday) before payment
is made.

DATED 21st February, 1940.

BY ORDER,
E. A. BLOCKLEY, Secretary,
Rusham House,

Whitehall Lane,
Egham, Surrey.
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THE YALE

& TOWNE

'MANUFACTURING COMPANY

ANNUAL REPORT—1939

New York, March 18, 1940.
To the Stockholders:
" Your Directors submit the Consolidated Income and Surplus Accounts
and the Balance Sheet of the Company and its major subsidiaries for the
~7year 1939, with the certificate of our auditors., As in previous years,
domestic and foreign accounts have been consolidated. For ease in refer-
ence, the two statements are numbered. Explanations in the following
report also carry numbers to tie the written comments to the various
Income and Surplus and Balance Sheet Items.

COMPARATIVE STATEMENT OF INCOME AND SURPLUS
1939 1938
$17,040,467.84 $13,936,448.00
15,780,513.06 13,769,351.99

1. Net Sales
2. *Cost of Sales—Factory cost, selling,
administrative and general expenses

1,259,954.78 167,096.01

Add: Miscellaneous Income, Dividends
and Interest received less charges
for 1939, $18.00 and 1938, $355.50

266,823.58 228,435,06

. Net Profit from ordinary operations be-

fore Federal, State and Foreign In-
1,526,778.36
427,628.05
1,099,150.31

75,000.00

395,531.07
226,572.88
168,958.19

100,000.00

Deduct: Provision for Federal, State

6.
and Foreign Income Taxes

Net Profit from ordinary operations. ...
Deduct: Reserve for foreign contin-

Net Profit (from ordinary operations
after deducting Reserve for foreign
CONtingencies) cemeewmann IS a— $ 1,024,150.31 $

Add:
., Earned Surplus—January 1st

68,958.19

$ 4,784,687.65 $ 5,484,087.52

, Earned Surplus before the following
charges

5,553,045.71
199,000.50

5,808,837.96

Adjustment in connection with the
conversion of net current assets
in foreign countries

Addition to Reserve for foreign con-
tingencies

Losses on sales of investments dur-
ing the year and adjustment to
the lower of cost or market value
of investments held at Decem-

. ber 318t...... SR "

Cash Dividends

235,371.24
425,000.00

10,556.33
266,807.63

1,420.88
364,992.00

1,026,784.12
4,782,053.84

291,993.60
768,358.06
4,784,687.65
768,192.37

Total Charges to Earned Surplus..

Earned Surplus—December 31st
. Capital Surplus—January 1st (wholly
paid in) H
Deduct:
Addition to Reserve for foreign con-
tingencies

20.
768,192.37

21. Capital Surplus—December 31st (wholly
paid 13

22, Surplus—December 31st
*Including:
Depreciation © 493,188.76 469,902.97
Maintenance and Repairs..... 715,993.37 607,454.72

COMMENTS ON INCOME AND SURPLUS STATEMENT
(See Above)

Item 1. Although a 229% increase in sales in 1939 as against 1938 was
generally in accord with improving business in the lines in which we operate,
we experienced some especially encouraging trends. Our customers re-
acted favorably to our greater activity in designing and selling. .In addi-
tion, some of our new products made rapid advances.

Our foreign Divisions' sales, despite war conditions, were remarkably
steady throughout the year. in the United States we had a rising trend
from the second quarter with a precipitate increase starting in September.
It was evident, however, by the year-end that the buying based on war
psychology had expended its power,

ices, although firm, did not rise materially. This, we believe, was
fortunate both for satisfactory customer relationship and for the future
prospects of the business,

Item 2. We were successful in maintaining all types of expense in fair
relation to our volume of business. Throughout the year we continued
our policy of increasing fproduction efficiency. We added a number of
younger men to our sales force to assist our experienced personnel in helpful
and friendly contact with our customers, In the field of

romotvion, we maintained successful displays at the New

air 1939. These we plan to continue in 1940.

Item 8. During 1939, the sum of $75,000 was added, from the year’s
operating profit, to the Reserve for Foreign Contingencies. With regard to
a further addition to this reserve from earned surplus, please note the
explanation under Item 14.

Item 9. The net operating profit for 1939 of $1,024,150 was a great im-
provement over 1938, when the comparable figure was $68,958. However,
the 1639 result was not equal to-the 1937 profit of $1,326,080. Of last
year’s profit, amounting to $2.10 per share, your Directors, after a most
careful consideration, decided it was to the long term interest of every
element in the business to declare in dividends $.75 per share. The per-
plexing foreign and domestic conditions, which make it impossible to fore-
see accurately the future financial needs of the Company, necessitated the
safeguarding of our working capital.

The earnings of foreign Divisions were calculated at the average exchange
rates during the year, except in Germany where the old par of $.238 to the
reichsmark was used. No foreign earnings which were not transferred or
fully available were included in the net operating profit of $1,024,150.

Item 13. The surplus deduction of $235,371 resulted from figuring the
net current assets of our foreign plants at $.80 for the Canadian dollar;
$3.50 for the gound sterling and $.238 for the reichsmark. With respect
to Canada and England, considerably higher rates might have been used
Your Directors felt, however, that the rates adopted were in accord
sound judgment,

Item 14. -After careful consideration, it was decided to transfer $425,000
from Earned Surplus to the Reserve for Foreign Contingencies. As will
be seen by reference to Item 38 on the Balance Sheet, this reserve stood at
$1,500,000 at the end of 1938 and at $2,000,000 at the close of 1939. This
is a blanket reserve against which there are no known losses.

eneral public
ork World's

with

COMMENTS ON BALANCE SHEET
(See Below)

Item 23. Our cash at December 31, 1939 amounted to $1,600.810 but
of this $636,358 was in Canada, England and Germany, converted at
exchange rates of $.80 for the Canadian dollar, $3.50 for the pound sterling
and $.238 for the reichsmark, In Germany there was at the close of the
year $380,638.

B leézz 24. Securities of $504,000 were entirely United States Government
onds.

Item 25. 'The increase of $565,725 in receivables was in accord with the
greater business being done at the end of 1939 as compared with the close
of 1938. The $200,000 blanket reserve is to cover unforeseen contingencies.
All known bad debts were absorbed in the year’s operations.

Item 26. The inventory increase during the year of $504,078 brought
our total inventory to $6,805,868. This is felt to be in sound balance with
the necessities of the business. Obsolete items were eliminated.

Item 27. Current assets increased during 1939 by $993,254 to a total
of $11,730,022. The ratio of these assets to the current liabilities (amount-
ing to '$1,478.940, see Item 37) was at December 31st, 7.9 to 1. The total
net current assets in Canada, England and Germany (converted at the rates
of exchange mentioned in Item 13) amounted: to $2,446,388, and of this
amount $1,356,154 was in Germany.

Item 33. The Company’s total assets increased in 1939 $930.485, to a
total of $20,427,395. Total net assets (total assets less liabilities) in
Canada, England and Germany amounted to $5,042,883.

Item 38. This Reserve for Foreign Contingencies of $2,000,000 (of
which $768,192 was provided out of Capital Surplus in 1938) does not
cover any ascertain loss. It may mever be required. It is rather a

rovision against possibilities.  Your Directors and the auditors felt that
n view of world conditions a reserve of this amount represented the t
business judgment.

GENERAL COMMENTS

In many ways, both in the United States and abroad, 1939 was a difficult
year. This fact brought out to an unusual degree the loyalty and high
quality of the Company's personnel. For the cooperation and determina-
ﬂig,lbl' in all ranks, the Officers and Directors wish to record their deep appre-
ciation.

By order of the Board of Directors.

W. GIBSON CAREY, JR.,
JOHN H. TOWNE, President.

Chairman of the Board,

COMPARATIVE BALANCE SHEET
ASSETS
Dec. 31, 1939 Dec. 81, 1939
$ 1,600,810.31 $ 1,677,358.56

504,000.00 504,000.00
13,019,344.12  2,453,619.13
1 200,000.00 200,000.00

$ 2,819,344.12 $ 2,253,619.13

Merchandise Inventories—at Lower of
Cost or Market 6,805,868.31  6,301,790.39

or Market

. Receivables ¢
Less: Reserve for Doubtful Accounts...

Total Current Assets ; $11,730,022.74 $10,736,768.08
. Employees’ Loans for Stock and Home
98,467.38 115,448.37

Purchases (Secured)
Plant and Epuipment -117,018,898.10 16,649,888.25
-1 9,201,510.91  8,754,114.9%

Less: Reserve for Depreciation..
$ 7,817,387.19 $ 7,895,773.31

Investments in and Advances to Sub-
sidiaries and Other Companies 685,480.78 647,907.05
Trademarks, Patents and Goodwill.... 1 1.00
. Prepaid Insurance, Taxes, €tCovcupmcax 101,012.11

.00
96,035.44

$20,427,394.53 $19,496,909.92

LIABILITIES
Dec. 31, 1939 Dec. 31, 1938
$ 863,035.21 $ 578,399.46
72,998.40 72,998.40
542,907.08 394,424.41

$ 1,478,940.69 $ 1,045,822.27
2,000,000.00 1,500,000.00

. Accounts Payable
Dividends Payable January 2nd.
Reserve for Taxes and Other Accruals. .

Total Current Liabilities
. Reserve for Foreign Contingencies......
Capital Stock
$25,000,000.00

uthorized
(1,000,000 shares of $25.00 par value)
Issued—486,656 shares
Earned Surplus

12,166,400.00 12,166,400.00
_---$ 4,782,053.84 $ 4,784,687.65

$20,427,394.53 $19,496,909.92

40.
41.

TO THE BOARD OF DIRECTORS,
THE YALE & TOWNE MANUFACTURING COMPANY.

‘We have made an examination of the Consolidated Balance Sheet of The Yale
& Towne Manufacturing Company and its major subsidiaries as at December 31,
1939, and of the related Consolidated Statement of Income and Surplus for the
year ended December 31, 1939, have reviewed the system of internal control and
the accounting procedures of the Company and, without making a detalled audit
of the transactions, have examined or tested accounting records of the Company
and its major subsidiarles and other supporting evidence, by methods and to the
extent we deemed appropriate. As regards the Divisions (branches) located in
Great Britain and Germany (also the non-consolidated subsidiary in Germany)
we hta\;e accepted the accounts as reported to us by our representatives in these
countries.

We also examined the general corporate records of the minor subsidiaries not
consolidated. The aggregate equities in subsidiaries not consolidated exceed, by
a moderate amount, the investments in and advances to such subsidiaries, and
the operating results of these subsidiaries for 1939 have been substantially reflected
in the Company’s accounts.

Plant and equipment is stated at $358,634.56 less than cost, alter allowing for
appreciation of land $198,665.70 recorded prior to 1910. The assets are shown
net after providing adequate reserves aggregating $9,604,698.28 against possible
losses, depreciation and obsolescence.

In our opinion, the foregoing Consolidated Balance Sheet and related Consoli-
dated Statement of Income and Surplus, read in conjunction with the comments
contained in the President’s report under Items numbered 9, 13, 23, 27, 33 and 38,
present fairly the position of The Yale & Towne Manufacturing Company at Decem-
ber 31, 1939, and the results of its operations for the year, in conformity with gener-
ally accepted accounting principles applied on a basis conslstent with that of the

preceding year.
BARROW, WADE, GUTHRIE & CO.
New York, N. Y., March 9, 1940. LA ts and Audit:
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The Financial Situation

HE dispassionate observer often finds himself
wondering whethér the American people at
large realize in any but the most vague way the
extent to which Congress during the past six years
has steadily enlarged the breadth of the operations
of the Securities and Exchange Commission and
the scope of its authority. Congressional investi-
gations with accompanying public hearings have

men. The business of injecting the hands of the
TFederal Government into the security markets of
the country, however, began in a relatively humble
way, and the growth in the scope and variety of
duties which have been added to those originally
imposed upon the SEC since its creation in 1934
to assume security regulatory duties, even then
deemed to have outgrown the capacity of the Federal

removed the scales from
the eyes of many unthink-
ing persons concerning the
activities of the National
Labor Relations Board,
with the result that in

larger degree perhaps than

is the case with any of
the other New Deal
agencies or any other of
the New Deal programs,
the National Labor Rela-
tions Act and its adminis-
tration are under critical,
not to say hostile, scrutiny
in many quarters. In
popular thought, at any
rate, the head and front
of the offending in this
case was at first the Board
and many of its staff, but
it was not long before the
wayfaring man, even
though a fool, could see
without difficulty that,
whatever had been the
sins of the Board, the law
creating it and placing
in its hands extraordinarily
extended powers needed
most careful study. The
SEC has been seriously
charged with exceeding its
powers and with conduct-
ing itself in a way not
in accord with American
ideas and ideals of free
enterprise. The latter it
has certainly done, and if
the wvarious laws under
which it now conducts its
far-flung operations really
empower it to proceed as
it does, then there is all
the more reason why the
Commission’s policies and

. Is the Public so Stupid?

In its recent statement of policy concerning
regulation of what is known as “stabilizing”
security prices, the Securities and Exchange
Commission at one point said:

“The majority of the Commission is not
now prepared to say that, under existing con-
ditions, all stabilizing should be wholly pro-
hibited. Nor is the majority of the Com-
mission contentto allowstabilizing to continue
unregulated. . . .

“It seems clear that the only course open
to the Commission is to adopt regulations
which can be revised from time to time as
we see how they actually work. Such regu-
lations must reconcile, as far as possible, the
often conflicting objectives of protecting
purchasers of securities, on the one hand,
and of preserving the ready flow of capital
into industry, on theother. . . . Acloser
approach to the ideal than is now achievable
may in the future be found in the develop-
ment of investment banking or other under-
writing institutions with sufficient resources
so that the need for stabilizing can be sub-
stantially reduced, even entirely eliminated.
But the growth of American industry
cannot wait upon such a development. Con-
sequently, the Commission has concluded
that its immediate duty under the statute
is to meet the situation through regulated
stabilizing, frankly recognizing the experi-
mental character of its approach to the
problem.” |

There are those who appear to be able to
garner a good deal of encouragement from
this statement of the Commission, believing
that it reveals more understanding of the
need on the part of regulatory bodies not
to hamstring business while professing to
regulate it than has been in evidence in the
past.

What impresses us most deeply and most
unfavorably, both in the attitudes of the
Commission (and the one here under discus-
sion is no exception) and the laws under
which it operates, is the apparent notion
that the American investor is still clad in
swaddling clothes, wholly unable to protect
himself or in any degree worth mentioning
capable of looking after his own interests.

To take the case immediately in hand, it
is known to every one that ‘“stabilization”
regularly occurs upon the public offering of
securities in this country, and was known
long before the Commission ever came into

_existence. If the investing public does not

know how to protect itself, where protection
is. needed, in such a situation, then nothing
that the Commission can do is very likely
to afford great protection.

Trade Commission origi-
nally chosen as the agency
through which to operate,
has been gradual. It is
not unlikely, therefore,
that the public has either
not come to any definite
realization of the sweep
that the movement has
attained or of the length
to which the process has
gone—or else has gradually
and unconsciously become
accustomed to -it all so
that what would have ap-
peared to the man in the
street as most extraordi-

-nary in 1933 now seems

natural and logical. But,
however all this may be,
the time has certainly now
come when the whole
matter cries unto heaven
for reconsideration and
reappraisal,

The Record

Let us pause for a brief
scrutiny of the record.
When the  Securities Act
of 1933 was proposed and
adopted seven years ago,
the public was soothed
with the advice that
nothing more was being
done than to require those
who planned to offer se-
curities to the public to
tell the truth, all the
essential truth, and
nothing but the truth con-
cerning their wares. Ad-
ministration of the Act
was at the time vested
in the FTC which had
earned a reputation = of

acts should be as closely scrutinized as have those
of the Labor Board, and why the statutes which
allegedly direct or empower the Commission to
proceed as it does should be reexamined.

It is, of course, obvious that upon the SEC a
much broader range and variety of duties and
authority have been placed than is the case with
the Labor Board. If the latter so obtrusively
touches all, or virtually all, branches of business
and all; or nearly all, individual enterprises, the
fact is merely attributable to the circumstance that
all business men are under the necessity of hiring

!
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being about as efficient and as reasonable as such
bureaus usually are. The rank and file, filled with
stories, some true, some half true, and some cut
out of whole cloth, about the “abuses’ surrounding
the issue and sale of new securities during the mad
years of the latter half of the 1920’s, acquiesced,
even cheered. The public was not told, of course,
and could hardly have been expected to under-
stand fully, that even a “truth in securities Act”
was not easy to frame, that it had been found it
was virtually impossible to write into an Act,even
with such simple objectives, all the detailed rules
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and regulations which the reformers insisted were
necessary to accomplish the purposes set forth, and
that a bewildered and poorly informed Congress
had resorted to the usual easy way out of their
difficulties by vesting in the administrative agency
a wide sweep of authority which must almost of
necessity at a time when ‘“regulation” was a word
to conjure with, rise to plague us. Neither was the
public much interested in such ‘“technical” matters
as those provisions of the new law which turned
traditional conceptions of civil liability in such cases
upside down, or with a number of provisions tucked
neatly away at various places in the law.
~ The law went smoothly to the statute book, and
received wide approval, while those affected by it,
and those who had looked into the entire matter
with some care hoped that this would end the agi-
tation for placing the securities markets in the coun-
try in a strait-jacket, and that it would be pos-
sible as time passed to modify and to make more
reasonable and workable the law which had already
been adopted. It soon proved that all such hopes
were utterly without foundation. A drop of blood
had been placed upon the tongue of the tiger. The
next year out of the New Deal mill came another
proposal, this one designed not merely in the inter-
est of “truth in securities” (although this aspect of
the matter as related to already existing securities
was not overlooked) but for the purpose of regulat-
ing the securities markets themselves, and prac-
tically every one who took part in such markets.
This was obviously a gray horse of an entirely dif-
ferent color. Regulating markets and the operations
of those who are active in them proved to be-a much
more difficult task. If Congress had found it nec-
essary in the earlier Act to leave some important
matters largely to the discretion of the administra-
tive agent, it now found it convenient at least to
solve a very large number of the problems with
which it was confronted by the same simple expe-
dient of “passing the buck” to the SEC created at
that time presumably as a result of conviction that
the tasks now imposed added to those already set
by the Act of 1933 required the full time and atten-
tion of an executive bureau. :
An Acquiescent Public

Again the -public acquiesced, even applauded.
Many of the rank and file had through their own
folly during the late 1920’s and immediately there-
after suffered severe financial reverses in market
operations which they should never have under-
taken, and moreover had been heartily fed by a long
series of scandals, some of them true and some of
them without foundation, “uncovered” by a Con-
gressional committee which had long been reveling
in “revelations.” The measure as it then stood was
directed chiefly at the stock exchanges, particularly
the New York Stock Exchange, which was in wide
disfavor among those who had supposed to their
sorrow that they could make fortunes by amateur
speculation during the mad New Era. The provi-
sion apparently giving the new Commission carte

fi yoen: Trmmici

_ blanche to do what it thought best about the large

volume of over-the-counter dealings attracted rela-
tively little attention and was not taken very seri-
ously by most people, to whom it did not at that
time seem anomalous that the very existence of the
stock exchanges and their members should be placed
almost without reservation in the hands of a polit-
ically appointed and controlled bureau in Wash-
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ington. None the less there this law stood—and
stands—a law which would have been regarded as
completely out of accord with American ideas and
American traditions as an Ogpu prior to the rise of
the New Deal psychology.

More Power

Iven then, however, the end was far away. Con-
gress in 1935 decided that notwithstanding the ex-
tensive system of State regulation already in effect
it must superimpose upon existing regulatory oper-
ations a vast and most extraordinary Federal reg-
ulation of the utility industry. The net result was
the Public Utility Act of 1935, the scope and ex-
tremes of which are well known, and whom should
Congress select to administer this sweeping legis-
lation bristling with delegated powers but the same
SEC? By this law the Commission is among many
other things directed to “examine the corporate
structure of every registered holding company and
subsidiary company thereof, the relationships
among the companies in the holding-company sys-
tem of every such company and the character of the
interests thereof and the properties owned or con-
trolled thereby to determine the extent to which
the corporate structure of such holding-company
system and the companies therein may be simplified,
unnecessary complexities therein eliminated, voting
power fairly and equitably distributed among the.
holders of securities thereof, and the properties and
business thereof confined to those necessary or ap-
propriate to the operations of an integrated public-
utility system,” and by and large to take whatever
steps seem necessary to give effect to the ideas here
set forth and others which the Commission may it-
self generate in the future during its studies.

The Securities Act of 1933 found its way to the
statute book amid much criticism of the State De-
partment for its alleged approval of sales in this
market of certain foreign obligations. So sensitive
on this subject of the Government or any of its
agencies undertaking to pass judgment upon securi-
ties offéred the public were many members of Con-
gress, and so real was the fear that unscrupulous
underwriters or others might undertake to sell se-
curities which had met the requirements of the Act
of 1933 by asserting that the Government itself had
approved them, that a provision was inserted in the
law requiring that the following words be printed
conspicuously upon each prospectus:

“These securities have not been approved or dis-
approved by the FTC (later changed to read the
SEC). The company has registered the
securities by filing certain information with the
Commission. The Commission has not passed on
the merits of any securities registered with it. It
is a criminal offense to represent that the Commis-
sion has approved these securities or has made any
finding that the statements in this prospectus or
in the registration statement are correct.”

These fears appear, however, to have been forgot-
ten in 1935 when the Public Utility Act of 1935 was
enacted, for apart from certain exceptions and other
restrictions, no registered holding company or sub-
sidiary thereof may offer new securities to the public
if the Commission finds that: (1) the security is not
reasonably adapted to the security structure of the
declarant and other companies in the same holding
company system; (2) the security is not reasonably
adapted to the earning power of the declarant; (3)
financing by the issue and sale of the particular
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security is not necessary or appropriate to the eco-

nomical and efficient operation of a business in
which the applicant lawfully is engaged or has an
interest; or (4) the terms and conditions of the
issue or sale of the security are detrimental to the
public interest or the interest of investors or con-
sumers. Clearly, or so it seems to us, if the Com-
mission fails to find any of these infirmities in the
securities in question, it can by plain and quite war-
ranted implication be considered as having found
that no such infirmities exist, and, if it has in effect
so found, it has in a very real sense approved the
securities—regardless of what the earlier Act may
have said or required. The Commission, at any rate,
was in 1935 called upon to assume duties wholly
foreign to those for which it was in 1934 created.

Meanwhile the control of the Commission over
the securities markets has been broadened and ex-
tended, or, if one prefers the Commission’s own in-
terpretation, clarified and made definite by succeed-
ing amendments to the Securities Exchange Act of
1934, notably in 1936 and again in 1939 until now
not only the exchanges but the individual operating
in the securities markets, whether or not he is a
member of any of the exchanges, is plainly and pain-
fully under the thumb of the Commission, which is
constantly reminding them all that they must keep
step to its music.

Further Extensions

‘But even this is not the whole story. In 1938
Congress undertook a sweeping revision of the bank-
ruptcy law, and true to its recently acquired custom
injected the SEC into the matter of reorganizations
of bankrupt concerns. Its interference, it is true, is
permissive, and its suggestions are advisory, but it
has already become active in the field, and no one
doubts that its influence will be important in a
good many bankruptcies and reorganizations in the
future. Again, last year when the so-called Trust
Indenture Act of 1939 was written, Congress turned
to the Commission and laid upon it important du-
ties and endowed it with further powers for that
purpose, It is furthermore clear enough that the
Commission is not satisfied with the remarkable
array of powers it now enjoys or sated by the
onerous duties and responsibilities already imposed
upon it. On March 14 Senator Wagner introduced
still another bill “to provide for the registration
and regulation of investment companies and invest-
ment advisers.” A companion measure has been in-
troduced in the House. The SEC is again in the
very centér of the program proposed. Indeed it is
understood that the measure was actually drafted
by the Commission. There can not be the slightest
doubt that the bill embodies the ideas of the Com-
mission. Senator Wagner’s proposed law has yet to
go through the legislative mill, and when it reaches
the statute books, if it does reach them, specific pro-
visions may well be rather different from those now
contained in the measure. For the purposes now in
hand it is therefore needless to exhaust the reader
with any extended analysis of its present terms.
Suffice it to say that here again we have a proposal
to vest in the SEC powers which would have shocked
the average man twenty years ago, or even ten years
ago.

Where will the tentacles of this octopus ulti-
mately reach? Is it not time to call a halt?
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Federal Reserve Bank Statement

ITH the exception of the continued inflow

of gold, most changes in the official banking
statistics this week tended to reduce member bank
reserves and the idle funds at the disposition of the
institutions. This is quite in line with expecta-
tions, for the statement week to March 20 includes
the heavy initial income tax payment date of the
calendar year. The Treasury found its balance
with the Federal Reserve banks sharply higher,
and there were also material increases of foreign
bank and other deposits with the regional institu-
tions. Moreover, currency in circulation advanced
$21,000,000 to $7,484,000,000. The only note-
worthy offset to these influences was a further

-addition of $78,000,000 gold to our monetary

stocks, raising the aggregate to $18,360,000,000.
Member bank reserve balances declined $182,330,000,
while excess reserves over legal requirements fell
$190,000,000 to $5,590,000,000. There is every
prospect that excess reserves again will climb and
probably attain new record heights. But the sig-
nificance of such huge excess reserves as now pre-
vail is debatable, as an influence upon the imme-
diate situation. Meanwhile, it remains noteworthy
that there is no undue demand for credit, either
for business or stock market purposes. The con-
dition statement of New. York City reporting member
banks for the week to March 20 indicates a mild
seasonal demand for accommodation, the business

-loans showing an advance of $9,000,000 to $1,684,-

000,000. Loans by the same banks on security
collateral fell $19,000,000 to $485,000,000.

Sales of United States Treasury securities were
resumed by the 12 regional banks in the week to
March 20, after an inactive period of 10 weeks.
The open market operations, which are known to
be merely a stabilizing influence upon the general
market, consisted of a disposition of $2,000,000
Treasury obligations, lowering the total to $2,475,-
270,000.. All of the reduction took place in bond
holdings, which fell to $1,342,045,000, while note
holdings were motionless at $1,133,225,000. The
Treasury deposited $65,001,000 gold certificates with
the regional banks, raising their holdings to $15,-
997,622,000. Other cash of the 12 banks fell only
a little, and total reserves advanced $63,223,000
to $16,367,742,000. Federal Reserve notes in actual
circulation increased $13,294,000 to $4,895,048,000.
Total deposits with the regional institutions increased
$35,060,000 to $13,754,309,000, with the account
variations consisting of a decrease of member bank
balances by $182,330,000 to $12,256,250,000; an
increase of the Treasury general account by $181,-
106,000 to $707,493,000; an increase of foreign
bank deposits by $26,374,000 to $390,780,000, and
an increase of other deposits by $9,910,000 to $399,-
786,000, The reserve ratio increased to 87.89, from
87.7%. Discounts by the regional banks fell $1,-
023,000 to $1,966,000. Industrial advances were
$75,000 higher at $10,498,000, while commitments
to make such advances were unchanged at $9,080,000.

The New York Stock Market

ONSIDERATIONS of war and peace were the
dominant factors in the curtailed business
week of the New York stock market. Leading issues
drifted lower at the start of the week, when it ap-
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peared that some progress might be made toward

a war settlement, but the impression that peace

maneuvers were in progress did not last long, and
levels recovered in the mid-week dealings. Trading
was suspended yesterday on the New York markets,
in observance of Good Friday. The closing quota-
tions of Thursday, when compared with those of
the preceding Friday, show only minor changes,
most of them faborable to holders. Stocks that
move directly on the pivot of war or peace set the
tone of ‘the market. These issues declined last
Saturday, and small additional losses were noted
on Monday, owing largely to the Brenner Pass
meeting of Premier Mussolini and Chancellor Hit-
ler, but the losses were regained in the subsequent
gessions. Most active issues closed on Thursday
ahove last week’s final figures, but it is noteworthy
that quotations now are not much above those preva-
lent just before the start of the European conflict.

Turnover on the New York Stock Exchange re-
‘mains on an extremely small scale, business in the
four full sessions of this week ranging only between
500,000 and 700,000 shares. This situation is occa-
sioning ever more vigorous protests against the sort
of market regulation exercised by the Securities
. and Exchange Commission. Spokesmen for the
stock exchanges are increasingly vocal on the sub-
ject, and they have finally been joined by the under-
writers of nmew issues, acting through the Invest-
ment Bankers Association of America. The need
for an expansion of financial activity long has been
obvious, and the specific complaints of market
spokesmen quite possibly will lead to more reason-
able regulations, and even to relaxation of the need-
lessly harsh securities enactments. In all their pro-
tests, financial spokesmen point out that they do
not object to reasonable regulation or to the spirit
of the securities laws, but rather to aspects of Fed-
eral intervention which are not helpful to investors
or the publie, but still are of such a nature as to
strangle the markets. These endeavors to modify
the straitjacket restrictions of the market doubtless
will prove of more importance, in the long run, than
the modest price fluctuations of the week now
ending.

Activity in the listed bond market also was on
an extremely small scale this week, with price varia-
tions of little consequence. United States Treas-
ury securities strengthened on. the peace rumors
current early in the week, and it is indicative that
$2,000,000 Treasury bonds were liquidated from the
cpen market portfolio of the Federal Reserve banks.
Best-grade corporate investments were steady. In
the foreign dollar bond section, Scandinavian issues
receded, while bonds of all the belligerent countries
likewise lost ground. Speculative bonds of the do-
mestic corporate department merely backed and
filled, without changing their net positions to any
degree, . Commodity markets were affected by the
same war and peace influences that served as a
pivot for equities. Wheat and other grains moved
somewhat higher in the western markets. Copper
and other base metals showed small changes of no
importance. The foreign exchanges were dull, save
for the little business possible in the “free” sterling
transactions. The British unit, as quoted in' the
free market, continued to fluctuate sharply, but the
great bulk of transfers naturally occurred under
the official regulations. More important than any
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moves in free sterling was a heavy and continued
inflow of gold in the United States.

On the New York Stock Exchange 66 stocks
touched new high levels for the year while 198
stocks touched new low lévels. On the New York
Curb Exchange 72 stocks touched new high levels
and 106 stocks touched new low levels.

Call loans on the New York Stock Exchange re-
mained unchanged at 1%. '

On the New York Stock Exchange the sales on
Saturday were 478,970 shares; on Monday, 512,520
shares; on Tuesday, 654,119 shares; on Wednesday,
644,530 shares, and on Thursday, 579,010 shares.

On the New York Curb Exchange the sales on
Saturday were 99,990 shares; on Monday, 126,050
shares ; on Tuesday, 156,180 shares; on Wednesday,
176,635 shares, and on Thursday, 139,875 shares.

Liquidation got into full sway on Saturday of
last week, relieving stock prices of about 2%, points
from previous levels. Persistent rumors to the
effect that efforts toward peace by the warring
Powers were bearing fruit induced liquidation in -
the securities markets and was the main factor in
the increased volume of business. Faced with this
prospect, holders of steel, chemical, aviation, motor
and munition stocks, reluctant to take any risk,
attempted to dispose of their holdings, and conse- .
quently weakness in these issues ensued. Frac-
tional changes marked the opening, and by the first
hour the peak of the movement was reached. There-
after, the pace of trading slackened and equities
presented a firmer tone. On Monday the eyes of
the world were focused on the meeting of Premier
Mussolini and Chancellor Hitler at Brenner Pass
in Italy. Market-wise the conference only added
to the confusion of thought at present interfering
with the Exchange’s normal state of business. Dul-
ness featured the session, and the announcement
that Atlas Corp., an investment trust, and Curtiss-
Wright Corp., an aircraft manufacturing concern,
would merge heightened the activity in the latter
issue, which had a sales turnover for the day of
23,600 shares, selling off 14 point to 9%5. Other
shares in the aviation group lifted the list from its
lethargy and prices at the close were mixed. War
stocks came into their own on Tuesday with the
dissipation by Prime Minister Chamberlain and
others of rumors that peace moves were afoot and
that the Hitler-Mussolini meeting offered some
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