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Strong Railroads
Seen As Post-War
National Bulwark
If the railroads are soundly

positioned financially after the
war, they should continue to be
a bulwark to the prosperity of
the country in /
the opinion of
'A. T. Mercier,
President o f

, the Southern
Pacific Com¬

pany.
Finan¬

cially strong
railroads
could serve

the nation, he
says, not only
by providing

*

efficient and
economi¬

cal mass

transpor¬
tation,. which
is a first es¬

sential of bus¬
iness and in¬

dustry, but also by turning pur¬
chasing power into channels of
trade through vast sums paid in
wages to railroad employes and,
additionally, through very heavy
purchases of materials and sup¬
plies.
This view of railroading in the

post-war period is included in an
article written by Mr. Mercier for
the September issue of "Pacific

(Continued on page 918) *'

A. T. Mercier

Pennsylvania
Corporates-Municipals *
Special section devoted ex¬

clusively to Pennsylvania cor¬

porate and municipal securities
starts on page 906.
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Gold At The Peace Table
By DR. JOHN THOM HOLDSWORTII

As the tempo of the United Nations offensive on all fronts in¬
creases and the day of complete "unconditional surrender" by the
Axis draws nearer many post-war plans for world reconstruction are

being discussed.: No plan looking to the restoration of economic
order in the world can disregard the role to be played by gold, the
one time-tested and universally acceptable medium' for the settle¬
ment of international balances. >

nations enormous and ever-in¬

creasing debt, its currency, its
credit, and its heavy obligations
to our allies. * For the war's du¬
ration its function and service is
that of a war chest, a reserve sup¬

porting the whole credit struc¬
ture. Its big role will appear at

(Continued on page 910)

In the present titanic struggle
all our industrial metals— iron,
lead, copper, 'nickel, aluminum,
m a g n e sium, ;l. , "r:
etc. — are

making a

splendid con¬

tribution t o

the cause of

freedom. But

though this
nation has ac¬

cumulated en¬

ormous "stock

piles" of both
gold and sil¬
ver—roughly,
20,000 tons of
gold and 1-13,-
000 tons of
silver these
so- called

"precious me¬

tals" have not

played a like
heroic role. Are they too sacred,
too "precious," to defend their
own liberties? ;, , , v : '..
In the case- of gold there is

justification for its apparent pas¬
sivity. Gold is not now in the
fighting forces, not because of re¬
luctance, of neutrality, or con¬
scientious objection, but because
of unfitness,, physical incapacity
to serve the needs of war. Gold
is too soft to be used in the mak¬

ing of war materials. Quite apart
from its high price ($35 , per

ounce) it cannot be used in place
of, or to supplement, the indus¬
trial-war metals such as copper,

silver, and nickel, r But though
incapable of serving in the visible
fighting forces, it does play a most
essential role in supporting the

John T. Holdsworth
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A Moratorium On F.P.C.

Original Cost Proceedings
By WILLIAM L. GROSSMAN, New York University

A joint resolution, introduced in Congress by-Representative
Boren of Oklahoma and now pending before the House Committee
on Interstate and Foreign Commerce, contains a provision for a

moratorium, until one year after termination of the war emergency,
on Federal Power Commission proceedings and requirements relating
to the reclassification of electric utility accounts, The provision is
doubtless aimed primarily at pro-<S>-
ceedings and requirements with
respect to original cost. Com¬
pliance with FPC original cost
requirements has already necessi¬
tated the expenditure of about
7,000,000 man-hours since Pearl

The Coming Peace—
A Security Reappraisal

The report given below was prepared , for Eastman, Dillon &
Co., Members of the New York Stock Exchange, by Kerr & Com¬
pany, Engineers, Central Building, Los Angeles. • 7

Field Investigation, Conclusions
It is how generally recognized

by most investors, that World
War II is nearing an end. Mus¬

solini is out and today's news sug¬

gests. that Hitler too, has been

dropped, ..While the Government
does not countenance any thought
that war is about Over, the facts
are becoming more and more evi¬

dent, and our observations in the
field during the last month, tend
to support this viewpoint. The
imminence of early peace must
be faced at this time, despite the
probability of another year or so

of war with Japan.

However, if war ends in Europe
this Fall, which is a definite pos¬

sibility, the conflict in the Pacific
may not be of much longer dura¬
tion. The "writing is on the wall"

MANHATTAN
bonpi-und

PROSPECTUs/oN REQUEST
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'

Telephone: REctor 2-7400

Bell Teletype NY 1-635

for Japan, even if we are still
"mopping up" five years from
now. For all practical purposes,
PEACE IS HERE, just as we in¬
sisted the Nation was AT WAR in
one of our surveys issued a year
before Pearl Harbor.

With early peace in sight,; will
stocks bregk wide open due to
fears over post . war readjust¬
ments? From our contacts in the

field, we think just the opposite
will occur. No matter what con¬
trols over commodities and prices
may be existing here, the United
States cannot regulate other na¬
tions. In the last war commodity
prices did not advance sharply
until after the armistice. Term¬
ination of the present conflict in
Europe will, in all probability,
start an upward rush in world
commodity prices.
The commodity inflation, which
(Continued on page 912)

Bond Brokerage
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and Dealers

Hardy&Co.
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HART SMITH & CO.
Members

New York Security Dealers Assn.
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Bell Teletype NY 1-395

New York Montreal Toronto

Harbor, and considerable work re¬
mains to be done. Although any
estimate of the number of man-
hours that will have to be ex¬

pended in the future for compli-
ance with
those require-
ments would

necessarily be
hazard-
o u s, clearly
enough work
would thus be

siphoned from
the war effort
to warrant
serions con¬

sideration of
the proposed
moratorium.
At the out¬

set, it would
be well to in¬
dicate exact¬

ly what the
FPC means by
original cost.
It defines that term as the cost of
electric plant "to the person first
devoting it to the public service."
That person may be the present
owner or, more likely, a prior
owner. Thus in many cases the
FPC requirement that the balance
sheet of the present owner of an
electric plant reflect original cost,

(Continued on page 914)
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MAKING MARKETS
Maintaining markets in more
than 200 issues, many of which
are listed on the leading Ex¬
changes, we take pride in the
part we play in developing
marketability—especially for
inactive listed issues.

We Maintain Active Markets in U. S. FUNDS for y .
' ' ' '

• ' ' • •' ' " • • • ; . ** " » ' . ' ' > ' ^ «'

CANADIAN INDUSTRIALS t

CANADIAN MINES v

Goodbody &. Co. lip
Members N. Y. Stock Exchange and Other Principal Exchanges

115 BROADWAY ; NEW YORK 6, N. Y.
Telephone BArclay 7-0100 Teletype NY 1-672

I;-Peace Or Politics? |
Senator Robert A. Taft in an address on August 26th before the

American Bar Association at Chicago, discussed the important, steps
which must be taken to insure peace by protecting our people against
attack or threat of attack and presented a seven-point plan which
he said will work and won't do more harm than good. Senator
Taft's address in full is as follows: 'I''IV
The declared purpose of the1® — —

Fulbright Resolution, ' and of
many other similar resolutions
proposed in Congress, is to com¬
mit Congress
to cooperate in
creating some

permanent in-
ternatio n al

organizat io n
to prevent the
recurrence of
the tragedy of
world war. I
don't .suppose
there is any-
o n e in the

United States

who is not

prepared to do
anything' and
ev e r y t h i ng
possible to as¬
sure peace for
ourselves and

for our chil¬
dren and for our grandchildren.
The . question is whether that
purpose is forwarded by hav¬
ing Congress pass resolutions re-

Robert A. Taft

lating to proposals which are
not yet before it in any concrete
form. One Congress cannot
bind any Congress > hereafter
elected. The debate on the reso¬

lution may lead to a public
and official discussion of the re¬

lations between ourselves and our
Allies which will tend to separate
rather than unite us. In fact
both Mr. . Roosevelt and Mr.'
Churchill have expressed concern
that no such debate shall occur.

Any resolution must at this
time be of the most general and
indefinite nature. The Fulbright
resolution, for instance, may mean
nothing or it may mean every¬

thing. It is broad enough to cover,
one, an international world state;
two, a league of sovereign na¬
tions; three, a British-Russian-
American Alliance as proposed by
Walter Lippman. About the only
policy which it definitely excludes
is one which reserves freedom of
action to the United States in the

future..;, The policies falling with-
* (Continued on page 920) V
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Botany Pfd. & Common
v V Remington Arms
Warren Bros. Class "B" & "C"

I* t ' Walworth Pfd. ,. < •?

NCPONNELL& TO.
; ' ~4 . Members

. New York Stock Exchange
New York Curb Exchange , ;

> 120 BROADWAY, NEW YORK
;• Tel. REctor 2-7815

Why No Joint Stabilization Plan?
Editor, Commercial & Financial Chronicle: <

The revised American Stabilization Plan, more dignified in its
presentation, much clearer and more precise in its technical phraseol¬
ogy than the first draft, shows the conciliatory and cooperative spirit
of the U. S. Treasury experts who have given serious consideration
to suggestions made by the monetary experts of some 30 nations with
whom they have conferred during the last three months. Inspired to
some extent by the Canadian^—— —— —- —-

Plan, the new tentative proposal by each country to the Stabiliza-?
tion Fund, and by providing for a
85% vote when a change in the
gold value of the "Unitas" is pro¬
posed. V'V''7 <;/| • ' :

The fact that the United States
Treasury apparently does not in¬
tend to yield to the British in the
matter of gold will do much to
carry public favor in America
and, at the same time, alleviate
the fears of some 28 nations, in¬
cluding .three British Dominions
and some neutrals,"-who either
produce gold or have large gold
stocks and dollar balances in this
country and whose currencies will
share to a large extent the- fate
of the post-war dollar. « ;:'v
But what of the British Treas¬

ury's attitude toward the future
role of gold?* Neither Secretary
Morgenthau's inspiring foreword

(Continued on page 921)

contains a number of welcome
concessions to - smaller nations,
one of which is the relinquish¬
ment by the U. S. A. of her orig¬
inally proposed and much dis¬
cussed veto power.

From the American viewpoint,
however, main satisfaction flows
from the reaffirmation by the
United States Treasury of its pol¬
icy toward the important role
gold must play in any Post-War
Currency Plan. Despite the strong
anti-gold implications of the
Keynes Plan, the U. S. Treasury,
feeling that Congress and public
opinion in this country is firmly
and unanimously behind its pol¬
icy of maintaining gold as a mon¬

etary base, not only has upheld
its first announced policy, but has
emphasized it by doubling the ini¬
tial gold contribution to be made

Major J. W. Clarke

Major J. W. Clarke
CompletesAIIS Course
Major John W. Clarke, formerly

President of John W. Clarke, Inc.*
Field Bldg., Chicago, Illinois, who
entered the Army last spring, has
sue cess fully
completed the
course in the

Army's cele¬
brated School
for Military
Gove rn m ent
at Charlottes-

Iville, Virginia.
As an in-

vestment
banker of

twenty - five
years expe¬

rience, with
particular
knowledge of
municipal
gov e r n ment
affairs, Major
Clarke spe¬

cialized in the
management of the finances of the
conquered countries in his studies
in the Army's school. . ■

It is expected that within a very
short time Major Clarke will be
assigned to foreign duty and will
take his place, in the fiscal man¬
agement of some of the foreign
countries 4which will come under
the aegis of the allied military
government (AMG).
The investment banking firm of

John W. Clarke, Inc. will remain
inactive for the duration.

——mm—

"Railroad Securities In
Post-War Era"

We are advised by Patrick B.
McGinnis, of Pflugfelder, Bamp-
ten & Rust of New York City, that
several errors were made in the
transcript of his address, bearing
the above caption, which was pub¬
lished in the "Chronicle" of Aug.
26. The author has requested us

to call attention to the following
corrections: On page 798, column
2, the sentence reading "The low
in the Dow Jones averages on

rails in 1932 was 36," should read
as follows: "The low of the de¬
pression was Aug. 31, 1932, and
the Dow Jones averages on rails
was 36." Also in the same column,
the sentences reading "In 1929 the

high in the Dow Jones rail aver¬
ages was 109. In that year they
(the railroads) did $8,000,000,000
gross business," should be super¬
seded by "In 1929 the high in the
Dow Jones rail averages was 189.

In that year they did a $6,000,000,-
000 gross business."
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Wood With Reynolds
In Bank Department
Reynolds & Co., 120 Broadway,

New York City, members > New
York Stock Exchange, and other
leading Exchanges, announce that
W. Donald Wood, formerly a part¬
ner of Wood, White & Co., has
become associated with them in
their bank division. , . .
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Commends Gist Review
Of Exchange Plans
David Fulmer Keeiy, Treasurer

of the Presbyterian Home for
Aged Couples and Aged Men,
writes the Editor of the "Chron¬
icle" under date of August 20, as
follows: , ( ' V
'

""The review by Mr. - Frank
Cist of "Post-War Exchange Sta¬
bilization" in your issue of Aug.
19, appears to be clear, precise
and constructive. »y .

"Substantial unanimity regard¬
ing a sound U. S.. Tariff Policy
and Procedures is manifestly the
paramount issue, and then, the
education of the Citizen in re. j
"Make haste! Tempus fugit." ;

E. F. Grimm With

Kidder, Peabody Co.
'

CHICAGO, ILL.—Kidder, Pea-
body & Co., 135 South La Salle
Street, announce that Edgar F.
Grimm has become associated
with them and will make his

-headquarters in their Chicago of¬
fice. Mr. Grimm was formerly
representative in the * State of
Iowa for Paine, Webber, Jackson
& Curtis. In the past he was

manager of the municipal depart¬
ment of Pelk-Peterson Corpora¬
tion, Des Moines.
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Russell Clevenger At
AlbertFrank Agency
Russell Clevenger has resigned

as a member of the Public Rela¬
tions Department of N. W. Ayer &
Son, Inc., to accept a position as
Vice-President in charge of the
Public Relations Department of
Albert Frank-Guenther Law, Inc.,
131 Cedar Street, New York City,
with whom he was previously as¬
sociated. Since the outbreak of
the war Mr. Clevenger, formerly
on the editorial staff of The New
York "Times," has served the U.
S. Treasury as adviser on tax
education and the Federal Com¬
munications Commission as direc¬
tor of information. ; In 1940 and
1941 he directed the public rela¬
tions campaign carried on by the
broadcasting industry in its con¬

troversy with the American So¬
ciety of Composers and Publish¬
ers (ASCAP). He is a native of
Chio and was graduated from the
Columbia School of Journalism in

New York in 1923. ; His new work
began September 1st. :■ fy ;.yr
The Publicity Department of

the agency will continue as here¬
tofore under the direction of Rus¬
sell S. Sims, who is a Vice-Presi¬
dent and Director of the Com¬
pany. ' » . ; y *

Simon Shlenker Joins
Staff Of J. S. Bache
WASHINGTON, D. C.—Simon

J. Shlenker, formerly Associate
Chief of the Miscellaneous Com¬
modity Section of the Foreign
Commodity Division, Commodity
Credit Corporation, Dept. of Agri¬
culture, has joined the staff of J.
S. Bache & Co., Washington Hotel
Building. Mr. Shlenker is w&ll
known in commodity circles, , in
the past having been a member
of a number of the important
commodity exchanges, and from
1928 to 1936 a governor of the
New York Cotton Exchange. He
was a partner in the firm of A*A.
Kausman & Co., which later be¬
came E. A. Pierce & Co. and then
Merrill Lynch, E. A. Pierce &
Cassatt. •• - . , .

Attractive Utility Stocks
J. Arthur Warner & Co., 120

Broadway, New York City have
prepared an interesting circular
containing information on eight
utility stocks which they believe
offer particularly attractive pos¬
sibilities at the present time.
Copies of this circular may be ob¬
tained upon request from J. Ar¬
thur Warner & Co.

Sept. Railroad Hearings
An interesting list of September

Railroad Hearings has been com¬

piled by Vila$ & Hickey, 49 Wall
Street, New York City, members
of the New York Stock Exchange.

Copies of this list may be secured
from Vilas & Hickey upon re¬

quest.

We are interested in offerings of

High Grade
Public Utility and Industrial

r PREFERRED STOCKS

; Spencer Trask & Co.
> : 25 Broad Street, New York

Telephone HAnover 2-4300 Teletype NY 1-5
v Members New York Stock Exchange

The Future 01 l interest Rates
With Special Reference To The Treasury's

Borrowing Policy
In his article which appeared in the "Chronicle" of Aug. 26, cap¬

tioned as above, Benjamin M. Anderson, Ph.D., Professor of Eco¬
nomics at the University of California and former economist of the
Chase National Bank of the City of New York, presented an ex¬

tremely- profound analysis of the probable future trend of interest
rates. The author, who is recognized as a leading international au¬

thority on fiscal and monetary^
matters, discussed this important
subject: objectively and in light
of the fundamental factors which

inevitably must govern the move¬

ment of interest rates.

% Since publication of the article,
a number of comments have al¬

ready): been received regarding
the views and conclusions drawn

|>y This eminent authority, on the
subject.' Due to space limitations,
we can only make room below
for some of these; others will ap¬
pear in subsequent issues.

E. S. PILLSBURY

President, Century Electric Co.,
St. Louis, Mo.

The very illuminating article by
Dr. Benjamin Anderson, in your

Aug..26tissue, entitled "The Fu¬

ture of Interest Rates," is deserv¬
ing of careful
study by any
student of eco¬

nomics, espe¬

cially by those
satisfied with

existing bank
and monetary
practices.
I want to

thank Dr. An¬
derson and the
"Chronicle"
for having set
down a «suf¬

ficiently clear
and compre¬
hensive p i c-
ture of current

banking prac-

E. S. Pillsbury tices to enable
one to go

ahead with a. discussion of the
-

. (Continued on page 908) >

Commission
; By RAYMOND WILLIAMS

During the past ten years the growth of bureaucracy in these
United States has been insistent,; cumulative and malignant. Only
•in a world where values have become completely distorted would
it be possible for bureaucracy to masquerade as liberalism, and the
popular mind to become so confused as to allow our established form
of government, itself, to be undermined while we are fighting a war to
preserve it against foreign de-<8>-
struction, - - •- ,

From
, the ancient past to the

present day, the "history of bu¬
reaucracy has always been the
same. Eventually, decay and dry-
rot have swallowed every gov¬
ernment and civilization that fol¬
lower this pathway toward disso¬
lution and oblivion. Our founding:
fathers * gave us everything free
men would ever need in order to
maintain our individual freedom
when they gave us our Constitu¬
tional, representative, form of
government. But they could not
guarantee to preserve us from the
human frailties which some day
might cause us to relinquish those
freedoms in a blind quest for a

phantom "security." ;
The basic reason for the aboli¬

tion of such bureaus as the SEC
is therefore fundamental. Either
the* Congress should make the

Public National

Bank & Trust Co.

National Radiator

Company
Analysis upon request:

C. E. Unterberg & Co.
Members New York Security Dealer^ Assn

61 Broadway, New,York 6, N. Y.
Telephone BOwling Green 9-356S

Teletype NY 1-1666

law, and the courts should inter¬
pret it, as the Constitution de¬
creed— or bureaus, commissions
and men will continue to be ap¬
pointed to non-elective offices and
what they say will be the law. If
we choose the latter course, then
we will continue to accept the
SEC (as well as all the other
bureaus that now clutter up
our government and regiment our
lives). If we desire to maintain
the rights and priviliges con¬
ferred upon us as free men who
would protect themselves from
the tyrannies of government—
then the entrenched bureaucracy
we see around us today must be
pulled out by its roots. -:
In 1933 Congress passed the Se¬

curities Exchange Acts, which
conferred certain discretionary
powers upon a group of officials-

-(Continued on page 909)

Coca-Cola Bottling Co. of N. Y.
Coca-Cola Bob of Los Angeles
Coca-Cola Bot. "An of Cincinnati

Panama Coca-Cola Bottling
Red Rock Bottlers, Inc.

HoeRsseSTrsster
• :'-. Established 1914

Members N. Y, Security Dealers Assn.
74 Trinity Place, New York 6, N. Y.

Telephone: Teletype:
BOwIing Green 9-7400 NY 1-375

" taiwEin
AND COMPANY

"X"

COUPONS
If you own mutilated bonds that
are "ex" coupons, or stocks that
are "ex" earnings and "ex"

market, contact our

Obsolete Securities Dept.
99 Wall Street, New York

Telephone: WHitehall 4-6551

TITLE Co.
CERTIFICATES
of ALL COMPANIES and
REAL ESTATE SECURITIES

BOUGHT - SOLD - QUOTED
Complete Statistical Information

L. J. G0L0WATER & CO.
INC.

Members New York Security Dealers Assn.

39 Broadway, New York 6, N. Y.
HAnover 2-8970 Teletype NY 1-1203

Capital Gains Prospect

Federal

Water & Gas
Circular on request

J.F.Reilly&Co.
Members

New York Security Dealers Assn.

Ill Broadway, New York, N. Y.
REctor 2-5288

"J

Bell System Teletype, N. Y. 1-248#

Gisholt Machine Co.
Memorandum on Request

Federal Screw Works
common and rights

Miller Tool & Mfg.

Stromberg-Carlson

Bartgis Brothers

170 Broadway COrtlandt 7-6190
Bell System Teletype NY 1-84

Jacksonville Gas -

5s, 1942, 5s, 1967 & Hew Com.

Great American Industries

Terminals & Transportation Com.
Harriman Building 6s, 1951

Savoy Plaza 3-6s, 1956, W.S.

Frank C.Masteison & Co.
Members New York Curb Exchange

64'WALL ST. NEW YORK 5

Teletype NY 1-1140 HAnover 2-9470

WATER WORKS

SECURITIES

Bonds

Preferred Stocks

Inquiries Invited

CRAIGMYLE, FINNEY& CO.
Members New York Stock Exchange

ONE WALL STREET, NEW YORK 5

Telephone WHitehall 4-5290
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Troster, Currie
& Summers

Members N. Y. Security Dealers Ass'n

74 Trinity Place, N. Y. 6 HA 2-2400
Teletype NY 1-376-377

•;,! *' ; ;; ;

Sylvania Industrial[Corp.

Private Wires to Buffalo - Cleveland
Detroit - Pittsburgh - St. Louis

WfCKWIRE SPENCER
STEEL

TENNESSEE

PRODUCTS

J F.Reilly&Co.
Members

New York Security Dealers Assn.

Ill Broadway, New York, N. Y»
REctor 2-5288

Bell System Teletype. NX 1-2480

Hawkes & Go. To Be
Formed; NYSE Firm

Hawkes & Co., members of the
New York Stock Exchange, with
offices at 14 Wall St., New York
City, will be formed on Sept. 10.
Partnerswill be Frank L. Hawkes,
Exchange member, James F.
Schwartz, general partners, Mar¬
tin Curry and Marjorie G. Rhein-
strom, limited partners. Messrs.
Hawkes, Schwartz and Curry
were previously partners in Mar¬
ble & Co, which is being dis¬
solved.

York Corp. Attractive
Common stock of the York Cor¬

poration offers an interesting situ¬
ation, according to a memoran¬
dum issued by Peltason, Tenen¬
baum, Inc., Landreth Building, St.
Louis, Mo. Copies of this memo¬
randum may be had upon request
from Peltason, Tenenbaum, Inc.

e

Announcing the 2nd Annual

INSTITUTE on

FEDERAL TAXATION

September 20-September 29, 1943

Nine days of lectures and discus¬
sions of topics and problems in
Federal taxation, for tax spe¬

cialists, accountants, attorneys,

bank and trust officers, execu¬

tives. Morning and afternoon lec¬
tures followed by dinner-discus¬
sion sessions. ~

Also—A Three Day Institute
on Problems Arising From

war CONTRACTS

RENEGOTIATION

and TERMINATION

September 16, 17,18

For detailed topics write for
Bulletin WC

NEW YORK UNIVERSITY
100 Washington Square East

New York, N. Y.
I

J

Amerex

Holding Corp.
Bought—r Sold

tederic H. Hatch & Co.
Incorporated

63 Wall Street New York 5, N. Y.
Bell Teletype NY 1-8U7

Predicts Sales Tax
Will Be Studied By
Congress This Fall
A prediction. that a Federal

sales tax is certain to receive se¬
rious Congressional study this
Fall was made at Minneapolis on

Aug. 31 by Harold; Knutson,
{Rep.) of Minnesota, a member of
the House Ways and Means Com¬
mittee, Who stated that tjhe usual
peace-time arguments against it
are overshadowed by thb law of
necessity. In a radio address, ac¬
cording to the United Press, he
said the levy is the only substan¬
tial revenue source still untapped
and that in war time the nation
must avail itself of every possi¬
ble resource. From the same ad¬
vices we quote: :;
Mr. Knutson estimated that a

10% tax would produce about $5,-
000,000,000 if there were no ex¬
emptions and $3,000,000,000 if
food were exempted.
Acknowledging that President

Roosevelt and the Treasury have
bitterly opposed a sales levy, he
noted the chief arguments against
it are that it falls with especial
impact on people with the least
means and is deflationary because
it discourages1 consumption,
i "The latter objection, though
valid in peace time, is actually an
argument for the tax in the pres¬
ent war period," he said, "when
the over-all purchasing power
. . , far exceeds the available sup¬
ply of consumer goods." r

L. Greek Now
With Hanson-Davidson

(Special to The Financial Chronicle)

CHICAGO, ILL.—Robert L.
Creek has become associated with
The Ranson-Davidson Company,
whose main office is located in the
Beacon Building, Witcita, Kans.
Mr. Creek was formerly a partner
in C. W. McNear & Company with
which he was associated for a
number of years. ,

W. R. Jones & Go. IsFf
Formed In New York

W. R. Jones & Co., announce
the opening of offices at 120
Broadway, New York City, to
deal in obligations of the United
States Government and its instru¬
mentalities. W. R. Jones, head of
the newly organized firm, was
associated for ten years with the
Chemical Bank & Trust Co., and
for a number of years was in the
bank's government bond depart¬
ment.

Attractive Situations
Blair F. Claybaugh & Co., 72

Wall Street, New York City,
members of the Philadelphia Stock
Exchange, have prepared interest¬
ing circulars on Ft. Dodge, Des
Moines & Southern Railway (4s
of 1991 and common), Utica &
Mohawk Valley Railway (4y2s of
1941), and Consolidated Dearborn
(common), which the firm be¬
lieves offer attractive possibilities
at current levels. Copies of these
circulars may be had upon request
from Blair F. Claybaugh & Co.

Attractive New York

City Hotel Bonds g
Complete reports sent upon request i ' ;

Seligman, Lubetkin & Co.
!• '' Incorporated
Members New York Security Dealers Association

41 Broad Street, New York 4 HAnover 2-2100

Real Estate Securities |;
An Open Letter To Charles F. Noyes, Head Of The
Most Outstanding Real Estate Firm In New York City j

Dear- Mr.Noyes:—.\ :.v:
The other day in the New York "Times," your firm, Charles F.

Noyes Co., Inc.j ran a large advertisement in which you stated that
you had a special client seeking free and clear properties valued at
$200,000 to $2,000,000. .

• ''' You further stated that you will lease back property to seller
or to any AA1 tenant at 6% to 7%
depending on price; of at 3% net
if price is unusually attractive.
> Your customers must indeed
have faith in New York City real
estate to be willing to make such
a large investment for such a
modest return. * ^
We know that you also have a

great deal of faith in New York
real estate because we know that
every so often you buy another
real estate parcel. T However, we
are aware too, that you have
made investments in many real
estate bonds representing an in¬
terest in the mortgages and equi¬
ties of New York real estate prop¬

erties. 1 ^ > , <

It seems to us that the own¬

ership of these securities is even
more desirable than the physical
ownership of the properties. At
least the liquidity of your invest¬
ment is more pronounced in the
bonds. "• *'V
; True, you would not be the sole
owner of the property or have
the sole control of it, but neither
have you that control when you
rent out your property on a net
lease for 99 years. In that case

you merely collect your ground
rent while as a bondholder you
collect your interest and amorti¬
zation. \ V-.'-'. • v '-.rr "V-
( As a matter of fact there have
been quite a few cases where con¬
centrated efforts on individual is¬
sues have resulted in either the
entire ownership of the property,
or in at least the management and
control of the operations of the
property. ' .

In one part of your advertise¬
ment you state that if the price is
unusually attractive you would
be willing to give back a lease
with terms to give your customer
a yield of only 3%. V
We all know that after World

War I real estate values in the
City of New York rose very sharp¬
ly because of the curtailment of
construction during the War and
the subsequent lack of living and
commercial space. Assuming
there is a recurrence of this situ¬
ation after this War, what good
will the enhancement of the value
of the property you purchase be,

saddled with a 3% lease? On
the other hand, the rise in values
of properties securing real estate
bond issues might very well act in
favor of these securities. Loans
that are now selling at large dis¬
counts might conceivably be re¬
financed at such a price as to
make the securities worth more

than double their present value.
Another advantage in real

estate securities is the * amorti¬
zation requirements of the mort¬
gage securing the bonds. Opera¬
tion of sinking funds and the con¬
tinual reduction of the mortgage
is bound to make the remaining
bonds more valuable. As an ex¬

ample, only last week in this
column we pointed out that in the
single year ending Aug., 1943 the
sinking fund of the Hotel Lexing¬
ton was equal to almost 10% of
the funded debt. The interest rate
on these bonds is still 4% but be¬
cause of these large sinking fund
operations the bid on these bonds
today is 72%, compared with 37%
a year ago. Last week we stated
that since June 1942, the funded
debt of this hotel was reduced
from $3,900,000 to $3,445,800 and
that there was $62,000 of funds
still unexpended in the sinking
fund. Since the brief time that
article was written, the manage¬
ment purchased quite a few addi¬
tional bonds at 66%. (They buy
the bonds ex-stock and the stock
has a value of $5 per share. This
would mean the bondholder ac¬

tually receives a price of 73% for
for his combined securities.) We
can, therefore, conclude that the
outstanding issue has been fur¬
ther materially reduced. Con¬
tinuation of these large sinking
funds must of a certainty make
this security more and more
valuable. A current yield of over
5y2% is obtainable. You own an
equal share in 67% of the equity
with each bond you buy and have
a pretty good chance for enhance¬
ment of value of your purchase
with a reasonable certainty of the
interest payments on your bonds
continuing and the possibility of
a dividend on the stock. /

(Note: Securities on this prop-

TRADING SPECIALISTS IN

REAL ESTATE SECURITIES

SHASKAN & CO.
—MEMBERS—

New York Stock Exchange New York Curb Exchange

40 Exchange Place, New York 5, N. Y.
Tel: DIgby 4-4950 Bell Teletype NY 1-953

PUBLIC UTILITY

INDUSTRIAL

RAILROAD

MUNICIPAL

BONDS

a.c,allyn«®company
INCORPORATED

'

fa*-
CHICAGO

New York Boston Milwaukee

Pacific Goait
"

Secufritiel

Wyeth & Co.
;;V 'Since 1893'

NEW YORK ■ LOS ANGELES

Members Los Angeles Stock Exchange

DALLAS

Bought — Sold — Quoted

Dr. Pepper
-

.: Republic Insurance
Southern Union Gas Common

So-western Pub. Serv. Com. & Pfd.

Dallas Ry. & Terminal 6% 1951
All Texas Utility Preferred Stocks

Check us on Southwestern Securities

RAUSCHER, PIERCE Cr CO.
DALLAS, TEXAS

Houston - San Antonio

ST. LOUIS

Associated Electric

Company
v 4%s & 5s

" r< ~v;./ ■ • • - • ' V ' ■ •' ' ••

Bought—Sold—Quoted

'eltason, Tenenbaum, Inc.
803 Landreth Bldg.

ST. LOUIS 2, MO.
Teletype-—SL 486 L. D. 240

Sr/x £ Co.
SAINT LOUIS

~

509 OLIVE ST.
Bell System Teletype—-SL 80

Members St. Louis Stock Exchang®

erty are now traded as a unit of
an $800 mortgage bond, a $200 in¬
come debenture note and 15
shares of stock. When the mort¬
gage bonds are reduced to $2,400,-
000—originally $3,120,000 and
now reduced to $2,758,160 — the
amount applicable to sinking
fund is limited to $48,000 per an¬
num. If the past year's sinking
fund of $330,261 continues, the
possibility of dividends on the
stock is apparent.)
All in all, it seems to us that

New York Real Estate Mortgage
bonds are more desirable to pur¬
chase than the actual properties.
We do, however, Mr. Noyes, ap¬
preciate your faith in New York
real estate and are inclined to
agree with you.
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September Railroad Hearings
Copy on request

Vilas & Hickey
Members New York Stock Exchange

49 Wall Street 1 New York 5, N. Y.
Telephone: IIAnover 2-7900

Teletype: NY 1-911 :

There ESirst Ee Ko Bottlenecks Preventing Pest-
War Flow Of Capital, Declares J. N< Whipple
There must be no bottlenecks preventing capital from flowing

to every legitimate purpose after the war, Jay N. Whipple of Chicago,
President of the Investment Bankers Association of America, said
yesterday (Sept. 1) in speaking at the annual convention in Cincin¬
nati of the National Association of Securities Commissioners. "There
can be no progress, without-venture, capital,'-VMr.,Whipple said,
adding that "the jobs .which we^
must - have ready- for returning
servicemen depend on industry
getting the capital it needs for
its, post-war
r e a d j u s U
ment." ,

* The - invest¬
ment bankers'

war^ service
has been to

devote its pro¬
fessional ex¬

perience to tne
Treasury's
War Bond

drives, which-
the IBA Pres¬

ident said was,

the most di¬

rect way dur-,
ing the war
for the busi- ,

ness to con¬

tribute to a

sound econ- ^

omy after the war. "An army of
new investors has arisen through
this financing to back the armies
in the field," Mr. Whipple said.
"This, together with the broad
diffusion of income and wealth,
has created a great number of
potential capitalists."

;

( These individual investors,- - he
said, will be the most important
source of capital for industry to
use in converting its facilities,
building new plants and rehabil¬
itating equipment after the war;
This is because the, heavy tax
burdens on corporations prevent
them* from plowing back earnings
which has been the normal source

pf a great deal of their capital
in the past. -High taxes, he said,
had also restricted the ability of
wealthy individuals to furnish

Jay N. Whipple

capital in the large amounts that
will be needed after the war.

> Mr. -Whipple added: "All'-the
elements of prosperity. and - na¬
tional well-being will be present
when peace comes. Their proper
integration and control is a chal¬
lenge to the ingenuity and intelli¬
gence of all the people.. The an¬
swer to this challenge will deter¬
mine whether or not capitalism
and freedom, of enterprise,-.which
have built this country, can ■ be
preserved, or whether we will
turn to communism, socialism, or
some other.'isms.' "

J.fl.

I

J. A. Ritchie Co., Inc., 70 Pine
St., New York City, announce that
Donald Allan MacKinnon and

Kieran A. Mclntyre have become
associated with the firm. Messrs.
MacKinnon and Mclntyre have
for a number of years been asso¬
ciated with Bondex, Inc., the for¬
mer as Vice-President and the lat¬

ter as Ohio representative. / v ■ ■

DenViRio Grande Offers

Interesting Situation v • ;

y Denver & Rio- Grande Western
4s ; of- 1936 '-offer an interesting
situation, according to a circular
just issued by Pflugfelder, Bamp-
ton & Rust, 61 Broadway,; New
York City, members of the New
York Stock Exchange. Copies of
this circular may be obtained upon
request from Pflugfelder, Bamp-
ton &■ Rust: >. i,7V-7. •■..'-''7;.'

Defaulted Railroad Bonds

and

Railroad Reorganization Securities

pflugfelder, bampton & rust
f Members New York Stock Exchange »

{

61 Broadway .7"1'" . • -V-• :,V '■.( New York 6 '.

Telephone—DIgby 4-4933 j Bell Teletype—NY 1-310

Railroad Securities
Minneapolis, St. Paul & Sault Ste. Marie

OFFERINGS WANTED*

." Dominican Republic 6L4;1940-1949 (?.
y* Norfolk & Southern 5s, 1941 !
• s S Missouri Pacific 5^js, Serials 1

Iowa Central 5s, 1938;

GUDE,WINMILL & CO.
Members New York Stock Exchange y', .7* '7

Ona Wall Street New York f/v;-

Telephone DIgby 4-7060 ' : ' .>t Teletype^NY 1-955

RAILROADS

Some Thoughts on Post-War Prospects

Circular on request
!■ ' 7 • .

Mclaughlin, baird & reuss
Members New York Stock Exchange

ONE WALL STREET

TEL. HANOVER 2-1355 -

NEW YORK 5

TELETYPE NY 1-1310

We maintain net trading
markets in all issues of

Chicago, Rock Island
& Pacific R. R. Co.

LEROY A. STRASBURGER & CO.
1 WALL STREET, NEW YORK 5

WHitehall 3-3450 Teletype: NY 1-3050

. Despite a last minute appeal which admittedly threatens a pos¬
sible delay in the Soo reorganization, there is reason to expect a dis¬
missal of such an appeal by September 7th, which represents 40 days
subsequent to the original appeal date as required by law. Should
the Court dismiss the appeal as anticipated, this should pave the way
for the delivery of tbe new securities by the year end.,: '
Reorganization of the Soo has ";

been most drastic, fixed charges
being reduced from $6.6 million to
only $53,400 .(interest on equip¬
ment trust certificates) with in¬
terest" on: both; new mortgages
placed on a contingent basis. The
plan calls for $8.1 million of new
1st mortgage Income 4X/2S, 1971
and $20.11 million of general
mortgage Income 4s, 1991. Total
charges.; including interest: and
Sinking Fund, will total $1.3 mil¬
lion annually.--; \ i:, 7 , 7 .

No analysis of the Soo would be
complete were we to omit from
consideration two

^ relatively re¬
cent f developments, /.namely, 1,,
rather, sharp tariff reductions as
between Canada; and the United
States arising from delivery of
lend lease - material to be trans¬

ported to the fighting fronts and
2, probable changes in Depart¬
ment of t Agriculture policies
whereby, to feed the starving pop¬
ulations of Europe and Asia, some
30 to 40 million acres may well be
returned- to " cultivation .for a

period of at least five years. /- / 7
: In the light of these two de¬
velopments, coinciding with the
war period; any study of depres¬
sion earnings of this -road is mean¬

ingless, although it •; should be
noted that average earnings avail¬
able for charges for the period
1933-1939 were $702,000 annually;
(included in this/ period is a
deficit • for v. the year 1938, $214
thousand). Obviously in the light
of such limited average annual
earning power, the only new se¬

curity justly , entitled to invest¬
ment consideration would be the
new 1st'-mortgage Income 4X/2S.
However ' with a fundamental

change having already taken place
and likely to continue for a period
of five years 7 or thereabouts,
(lower Canadian tariffs plus the
return of sizeable areas to cultiva¬

tion) the outlook has been com¬

pletely altered and the junior
securities; now possess consider¬
able speculative appeal.

*7 In fact,, earnings available for
fixed charges have risen sharply
since 1939, reaching $1.9 million
in 1940, $2.1 million in 1941 and
$3.7 million in 1942, after deduct¬
ing in each instance $250,000 for
the Capital Fund. For the first
sixrmonths of 1943 the Soo re¬

ported an increase of 135% in net
operating income ($1.6 million as

; MINNEAPOLIS &
ST. LOUIS RAILROAD

(in reorganization)
Minneapolis & St. Louis 6s 1932
Minneapolis & St. Louis 5s 1934
Minneapolis & St. Louis 4s 1949
Minneapolis & St. Louis 5» 1962
Iowa Central 5s 1938 i : , ,7 „

Iowa Central 4s 1951

Des Moines & Fort Dodge 4s 1935

Frederic H. Hatch & Co.
"y-' Incorporated

63 Wall Street New York 5, N. Y.
Bell Teletype NY 1-897

compared with $692,000 for the
corresponding period a year ago.)
For the entire year 1943 it is more
than likely that earnings will ex¬
ceed those of 1942 by at least 25%
despite rescission of the 1942 rate
rise for 7x/2 months, and despite
anticipated higher wage costs for
both operating and non-operating
personnel. /. '"V;1-" "77 -
First Mortgage Income 4^4s,

1971. This particular issue sell¬
ing currently at 75 would appear

definitely undervalued on the
basis of average earnings as previ¬
ously indicated, let alone on re¬
cent high earnings, In fact they
are definitely cheap even on the
basis of post-war earnings of $2.2
million as estimated., The Income
4y2s are a first mortgage on the
company's property with the usual
safeguards set up to protect the
issue against future dilution. Ad¬

ditionally the bond is attractive on
two counts; 1, Nine points of ac¬
cumulated interest since January
1, 1941, date of the plan, will be

We maintain net markets in:

SEABOARD AIR LINE
Consol. 6s/45 Bonds & Ctfs.

1st 4s/50 Bonds &, Ctfs.
Ref. 4s/59 Bonds &. Ctfs.

1. h. rothchild & co.

specialists in rails ..

120 broaclway n. y. c. 5
COrtlandt 7-0138 Tele. NY 1-1293

CANADIAN

^SECURITIES

Aluminium Ltd. Ccmmon

Brown Company
Minnesota & Ontario Paper Co.

Noranda Mines, Ltd.
Kerr Addison Gold Mines, Ltd.

Sun Life Assurance Co.

Fanny Farmer, Ltd.

HART SMITH & COi
52 WILLIAM St., N. Y. 5 IIAnover 2-0980

Bell Teletype NY 1-395

New York Montreal Toronto

St. Louis, San Francisco

Report of Reorganization
Plan sent upon Request.

148 State St., Boston, Mass.
Tel. CAP. 0425 : : Teletype BS 259

N, Y. Televhone HAnover 2-7914

paid upon ponsummation of the
reorganization, expected by the
end of 1943, and 2, the company's
cash position has greatly improved
as a consequence of the increase
in war traffic. Some of the Soo's
war swollen cash may well be
applied to retire some of these
bonds, with resultant market
stimulus. These bonds are fully
cumulative. When the company
disburses the nin6 points Interest
prior to the year end as expected,
it will be a return of principal, a
marked advantage to investors in
the current period of high tax
rates. Excluding the nine points,
a current return of 6% is afforded
through purchase of this partic¬
ular issue. .77 <

General Mortgage Income 4s,
1991. Ot levels of 42, at which
price—ignoring 8 points accum¬
ulated interest—a yield of over
10% is afforded, these junior
bonds afford unusual speculative
opportunities. The fact that the
bonds are non-cumulative weak¬

ens their fundamental status some¬
what. This factor however would

appear to be offset by the overall
coverage on the bonds in recent
years, 1.57 times in 1940,1.79 times
in 1941,3.04 times in 1942 and in a
normal post-war year, without
making any adjustments whatever
for possible retirements of either
any first mortgage Income 4X/2S or
general Income 4s, such coverage
should be in excess of 1.75 times.
As in the case of the 1st mortgage

(Continued on page 918)

Albany &

Susquehanna

Railroad

Adams & Peck
63 Wall Street, New York 5 ,

BOwling Green 9-8120 Tele. NY 1-724

Boston Philadelphia Hartfora
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TRADING MARKETS

Puget Sound Power & Light Co.
5% Pfd. w. i.

Puget Sound Power & Light Co.
Common w. i.

Memorandum on Request

BUCKLEY BROTHERS
Members Philadelphia Stock Exchange
Members New York Stock Exchange

1529 Walnut St., Philadelphia 2, Pa.
Bell Teletype — PH 265

Phila. RIT 4488 N. Y. DI 4-1527

Philadelphia
Bank Stocks

Corn Exchange NatT Bank & Tr. Co.
Fidelity-Phila. Trust Co.

Girard Trust Co.
Penna. Co. for Ins. on Lives etc.
Philadelphia National Bank
Phila. Transportation Co.
3-6s 2039, Pfd. & Common

H. N. NASH&CO.
1421 Chestnut Street, Philadelphia 2

Phila. Phone New York Phone
Locust 1477 HAnover 2-2280

•, Teletype PH 257 :

We Maintain Markets in

Philadelphia Trans. Co.
All Issues

Jacobs Aircraft & Engine

Autocar—Com. & Pfd.

W. H. Bell & Co., Inc.
1500 Walnut St. Philadelphia 2
Teletype N.Y. Phone
PH 16 CAnal 6-4265

Akron, Canton & Youngstown
5%s & 6s and When Issued

Northern Ohio Ry. 5/45

Philadelphia Reading Coal & Iron
•• ''v 5s & 6s ■

'

: • • ' '* ' ' • 'i '■ ' '

York Corp. Common

GERSTLEY, SUNSTEIN b CO.
213 So. Broad St. Philadelphia 7, Pa.

New York Phone Bell System Tel.
Whitehall 4-2300 PHLA 591

American

1

Investment Securities

Bought — Sold — Quoted

KENNEDY AND CO.
Established 1923

Members Philadelphia Stock Exchange

Land Title Building

PHILADELPHIA 10, PA.
- Telephone Rittenhouse 3940
Bell System Teletype PH 380

Specialists in

PHILADELPHIA
BANK STOCKS

and

PHILADELPHIA
TRANSPORTATION CO.

SECURITIES

F. J. MORRISSEY & CO.
1510 Chestnut Street, Philadelphia 2
Rittenhouse 8500 PH 279

i New York Phone—WHitehall 4-1234

'

We endeavor at all times to maintain
active and close markets in various

CITY OF PHILADELPHIA HOAHS

// ' and ■' i".

COMMONWEALTH OF PENNSYLVANIA
TITHNPIKE REVENUE 3%% BONDS

Yarnall & Co.
Philadelphia Phone

Pennypacker 0300

1528 WALNUT STREET

PHILADELPHIA 2

New York Phone

REctor 2-0790 '

Pennsylvania Brevities
Pennsylvania Electric Company

Considerable national as well as local interest centered * in
Monday's sale of $7,500,000 Pennsylvania Electric Co. securities. The
$4,000,000 first mortgage bonds were awarded to Salomon Bros. &
Hutzler syndicate and the $3,500,000 series "B" preferred stock was
taken by a group headed by Smith, Barney & Co.v

Issuance of the new securities arises from the effectuation of a
horse-trade between Pennsylvania Electric and United Gas Improve¬
ment in pursuance of an integra- s> * • : -
tion program developed by the re- { pany, was all over the lot at the
spective companies with and by
the approval of the SEC.
The principal transfers involved

are the acquistion by Pennsyl¬
vania Electric of all the common
stock of Erie County Electric, a
UGI subsidiary, and the acquisi¬
tion by UGI of the common stock
of .Eastern Shore Public Service
Co. In its findings, the SEC
stated: , .• V/"Y' •

"Basically, the transactions
here proposed are an exchange of
properties between two holding
companies, each owning a prop¬
erty which, from an integration
standpoint, more logically belongs
to the other." .

Included in the proceedings is
the acquisition by Pennsylvania
Electric of the assets and fran¬
chises of Keystone Public Service
Co.- Proceeds of the sale of new
securities, together with other
funds, wil be used for payments
to UGI for Erie County Electric
common, redemption on Oct. 1 of
Keystone Public Service 5s, 1978,
and for the redemption of all out¬
standing 5% preferred stock of
Erie County Electric. ■

t Giving effect to the proposed
financing; Pennsylvania Electric's
capitalization will consist of $38,-
020,000 funded debt and $6,900,000
of preferred stock. Net plant ac¬
count is reported at $70,288,000
with working capital amounting
to $2,380,000.

For the 12 months ended June

30, 1943, net available earnings
were approximately four times
interest charges, 3.15 times in¬
terest and preferred require¬
ments and 11 times preferred
charges alone. :

The Company's principal busi¬
ness is the production, transmis¬
sion, distribution and sale of elec¬
tricity, such revenues amounting
to 97.68% of the total. Territory
served is located in Western

Pennsylvania and extends from
the Maryland line northward to
Lake Erie. ; Area "served is ap¬

proximately 9,000 square miles
and the population about 850,000.
Pennsylvania Electric issues are

tax-free in Pennsylvania.
* >:-•

Ralph T. Senter, President of
Philadelphia Transportation Corn-

Company's two-day outing held
last week at Willow Grove Park.
Tribute was paid to 1,002 em¬

ployes serving in >thep. armed
forces. An improvement of 18%
in the Company's safety record
was reported by Senter, which, he
said, was attained in the face of
heavy war-time travel • on all
lines. Women operators are now

snaking the big streamlines over
many of the congested downtown
routes. • :/ //

* * * /

Pennsylvania dealers are not
optimistic about any great in¬
crease in investment inquiries un¬

til after the smoke of Uncle Sam's
double-barreled September offen^
sive has cleared away.;1; Many an
individual, already scribbling
away on the Revenue Depart¬
ment's work-sheet, is wondering
where he is going to get the 'poke'
to pass along to the Tax Collector
on September 15. ,Coineidentally
with' tjhis worrisome circumstance;
the all-out "Back the Attack"
Bond Drive opens September 9.
The State quota has been set at
$1,071,000,000. Local goals have
been announced as follows:

Philadelphia, $490,000,000; Monf-
gomery County, $23,139,000; Del¬
aware County, $20,968,000;
Chester County, $8,562,000.
The best and most logical course

of procedure, dealers agree, is to
get behind the,Bond Drive, push it
over the top and get back to busi¬
ness. •' • . - : , '

"Little Syndicate," a roving
group of golfers whose member¬
ship is composed principally 7 of
Philadelphia brokers and dealers,
held its fifth . meeting; ■ of its
thirteenth season, last Friday at
Gulf Mills. A four-day safari to
an undisclosed destination over

Columbus Day holiday will com¬
plete the year's activities.; Earl
B. Putnam, Jr., Philadelphia rep¬

resentative/ of Otis & Co., man¬
ages and directs the group's af¬
fairs in a tolerantly accepted
OGPU fashion.

The August doldrumswere
somewhat relieverd in the latter

part of the month by showers of
trading tickets as approximately

(Continued on page 907)

Dealers Exclusively in

MUNICIPAL BONDS
We devote special attention to obligations of

PENNSYLVANIA NEW JERSEY
And its Municipalities And its Municipalities

A.Webster Dougherty &. Co.
, Municipal Bonds
: 1421 CHESTNUT STREET ! PHILADELPHIA

Philadelphia
Rittenhouse 2580

Teletype
PH 70

New York

BOwling Green 9-8184

• By.WALTER A. SCHMIDT

The feeling of confidence which existed at the beginning of 1943
has already proven to be a reality rather than mere wishful thinking.
The successful completion of the African and Sicily Campaigns, the
terrific day and night bombing in all parts of the Axis countries,
the failure of the 1943 German offensive in Russia which has instead
turned into a victorious Russian offensive, the decay of Mussolini
and Italy as major military op-<S>-

Railroad Securities
Equipment Trust Certificates V

Mortgage Bonds

Guaranteed and Special Stocks

Serial Obligations

STROUD & CO.
„ INCORPORATED ; ,

, 123 South Broad Street
PHILADELPHIA 9

Teletype 120 Broadway
PH 296 and 297 NEW YORK

ponents, the placing of Japan on
the defense in all points of the
Pacific, •. are all accomplishments
of the teamwork and unification
of the Allied armed forces. These
favorable developments against
tough enemies are forerunners of
an ever increasing series of de¬
feats which the Axis populations
are bound to suffer until they
reach the final stage of no choice
except unconditional surrender.
All of these examples of prog¬

ress can only be directly in pro¬

portion with the role which in¬
dustry and the financial interests
have played ; in producing , and
financing our overwhelming su¬

periority in quality and quantity
of all varieties of fighting equip¬
ment. This historic performance
is all the more remarkable when
it is realized that it has been ac¬

complished in the face of regula¬
tions of the American people in
their mode of living; the favoring
of labor despite adverse per¬
formances of labor leaders; the
bugaboo Of renegotiation of con¬
tracts and large corporate taxes;
the desire for reduction of indi¬
vidual initiative and other bruised

spots of the home front.
The principal duty of banks and

investment bankers and brokers
will be its continuance of assist¬
ance to the Treasury Department
in successfully / providing the
colossal amount of money to pay
the cost of the war, in each of the
series of bond selling drives.
These generously contributed
services of experience and time
will be forthcoming for the dura¬
tion of the War, and should place
our corps of workers in the cate¬
gory/of an essential industry.
/-Despite these efforts, and with
reduced numbers of salesmen and
total personnel, investment bank¬
ers and brokers are surprising
themselves by having probably
the best year in net profit since
1936. While not great, the indus-
1ry is at . least experiencing a

period of relief from red figures
and can visualize with more cer¬

tainty having sufficient capital in¬
tact to carry on into post-war
period ahead. / , .

.. •Thus far 1943 has seen sporadic
markets in the various kinds of

securities, particularly municipal
and railroad bonds and the stock (bonds.

ket, for example, early in Janu¬
ary started to become inactive
and continued in that state in an¬

ticipation of the huge war loan
drive scheduled for early April.
There was liquidation by large
and small financial institutions of
blocks of low-yielding premium
municipal bonds to provide them
with funds Ho buy the 2% and
Sy2% U. S. Government issues.
These were slowly absorbed with
Dow Jones municipal averages

rising from a 2.27% basis on

January 1 to a 2.18% basis on

April 1. It seemed almost simul¬
taneously with the opening of the
April drive that municipal prices
and activity advanced, until on

July 1 the averages reached 1.92%
basis. The activity again dried
up and inactivity still exists with
a renewal of institutional liquida¬
tion prior to the September war
loan campaign. The averages are
now at a 1.88% basis. These high
levels are probably explained by
the fact that municipals provide
the best net return of quality se¬

curities, compared with the cop-

porate equivalent of taxable se¬
curities. After the war loan drive

opens up on September 9, close
attention will again be given to
the municipal market to observe
if activity and prices repeat their
strong performances of April.
Pennsylvania and Philadelphia

bonds have followed the upward
price movements of the general
market municipal issue's. Com¬
paratively few offerings of the
better known cities have appeared
and when bids are desired the
bonds sell at full prices. This is
also relatively true of the bonds
of communities in the anthracite
district.The Delaware River
Bridge • (Philadelphia - Camden)
Refunding Issue 2.70% due
1973/46 offered July 14, at 102 to
yield 2.61% were heavily pur¬
chased locally by trust and pri¬
vate investors. After continuous¬

ly selling above the original of¬
fering price the market has
settled down again to 10214, which
should result in increased buying
again by permanent investors.
Total offerings of Pennsylvania
issues at the present time total
about $5,500,000, of which total
about $1,800,000 are Philadelphia

market, itself. The municipal mar- (Continued on page 907)

Delaware River Jt. Com. Bridge Ref.
2.70s due Aug. 1, 1973/46

Bought — Sold —- Quoted

Charles Clark & Co.
Members New York Stock Exchange

123 S. BROAD ST. PHILADELPHIA 9
Kingsley 2400 Bell System Teletype PH 577

NEW YORK—72 Wall/ Street
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(Continued from page 906)
:"1

; The Refunding Plan by ex¬
change of the City of Philadelphia
for the various optional issues
Which has been going on since

)■ October 1942 has stirred up the
market considerably. Of a total
of $160,000,000 outstanding which
were exchangeable, to date about
$63,800,000 have been deposited
for exchange./ Long-term Phila¬
delphia bonds are selling at
reasonably high levels, but could
go higher in relationship to the
market prices of the other largest
cities in the country except New
York City. The 1% City Wage
Tax has greatly improved the
City's credit position, combined
with the good fiscal management
which present city officials and
the Sinking Fund Committee are
providing. '. ~ V .

• Municipal houses studied care¬
fully their bidding ideas on the
$5,800,000 Philadelphia / •; School
District \Vz% bonds due 1944 to
1963, inclusive, which sold on
Aug. 25. The public offering was
made at prices from .40% to 1.50%

/ basis which was of unusual inter¬
est to the houses who had care-

'

fully watched the sale.
'. The recent elimination of the
4 mills State Tax on personal
property, reduces from a total of
8 mills to the remaining 4 mills
County Tax on out-of-state se¬
curities. This means that out-
of-state securities taxable for
personal property are 50% more
attractive taxwise to Pennsylvania
buyers than previously. For.ex-
ample, out-of-state issues yielding
2.40% become a 2.00% return or
a 5.40% yield becomes a 5.00%
return, instead; of a net yield; of
1.60% and 4.60% respectively be-

1

fore the state 4 Mills Tax was
discontinued. v ■ ;'X -

'

Indications of the character of
business which securities houses
will probably experience in the
post-war period are beginning to
appear on the horizon. With an
estimated fifty million holders of
U. S. Government securities com¬

pared with about two million after
World War I, obviously there will
be a large potential market. Even
though . many investors believe
they themselves know more about
securities than during the 1929

era, there are still those today
who think they are purchasing
into the aircraft industry when
they buy Seaboard Air Line se¬
curities. This clearly spotlights
the responsibility which the secu¬
rities industry has in guiding the
investing public throughout the
War and into the post-war period.
As high-grade securities as pos¬
sible should be sold to investors
at all times on the proper basis
of diversification. Probably no
business has been as hard hit as

the investment bankers and
brokers during the past 12 years.
Those who remain today are still
in business because of their

proven ability, integrity, and dili¬
gence. They are deserving of the
confidence of the investing pub¬
lic to attempt to guide them into,
the unpredictable future. . V*''
It seems obvious that industry

will'have a major problem of fi¬
nancing itself from their ^ tre¬
mendous war effort back to their

normal peace type of production.
Excess profit taxes and renegotia¬
tion of contracts will probably
eliminate cash reserves which
would otherwise be available par¬

tially for these .purposes. Prob¬
ably underwriting and ' distri¬
buting organizations will be put
to a severe test in helping indus¬
try raise the necessary money for
this huge job. The present man¬
power shortage will be greatly
repaired by the return from the
armed forces of the majority of
their pre-war staffs. About the
only major internal problem not
ironed out is the question of com¬
pulsory competitive bidding for
types of new issues. There
has been ample opportunity
to observe the merits; of
competitive bidding and as far as
we can judge it helps no one. We
see small permanent benefits to
the issuing company, none to the
investing public, and. neither to
the large underwriting houses nor
the small'distributors, c ■ " '
Let's all pull together and

thereby win the' War as soon as

possible. We can then look to¬
ward a reasonably normal peace
without power politics, bureau¬
cracies,'"and regulations of : the
lives of people. ; / .

'Post-WarGurrencyProblems'; A SwedishView
An analysis of the American and English official currency

stabilization plans appeared in the Swedish publication "Ekohomisk
Tidskrift" for June, 1943. Prepared by Klas Book, one of the leading
economists of Sweden, the main features of the proposals put for¬
ward by Dr. Harry D. White, Director of the Division of Monetary
Research, of the United States Treasury Department, and by Lord
Keynes, a noted British economist^ 1— —
director of the Bank of England,
and adviser to the British Treas¬
ury, were described. Mr. Book
arrived at the following conclu¬
sion as to the desirability of cur¬
rency stabilization in general:
( It appears from a general evalu¬
ation of the plans, according to
Mr. Book, that both the American
and English . originators have
given preference to the establish¬
ment of external exchange stabil¬
ity as against the necessity of an
internal stability in the first place.
"One cannot but receive the im¬

pression that the originators of
the plans have made stability of
exchange rates an end in itself,"
he writes. "By making currency;
stabilization the chief purpose, a
factor which has not been suffi¬
ciently stressed which ought to be
considered most important in the
development of internatiohal
trade, i.e., the establishment of a
reasonable relationship between
the values of the various curren¬
cies. Nations which are to par¬
ticipate in the international cur¬
rency organization have further¬
more been given such limited pos¬
sibilities to conduct an indepen¬
dent and effective internal eco¬

nomic policy that it would seem
only natural if a certain hesitancy
to join the international clearing
union, or stabilization fund, would
result."

Otis & Go. Objects
To IBA Bidding Stand
Otis & Co., Terminal Tpwer,

Cleveland; O., investment bank¬
ing firm, has sent a letter to all
members of the Investment Bank¬

ers Association of America op¬

posing the Association's stand
against competitive bidding for
railroad securities.
In part the letter read:

. ..."As members of the Investment
Bankers Association since its or¬

ganization 31 years ago, we.have
today informed - theii; executive
committee we believe it has reck-

lessy compromised the Association
in deciding that a brief against
competitive bidding for railroad
securities should be filed with the
ICC in the Association's name, t

* * <when those who claim
to represent the leadership of the
investment banking industry are

willing to put themselves on rec¬
ord against competition—the cor¬

nerstone of the American business

system—it is no wonder that the

Association's membership is de¬
clining steadily and that the' se¬
curities business remains at low

ebb even though the country is
bulging with idle investment

funds." 1

$125,000

City of Pittsburgh, Pa., Housing Authority
2% Bonds, due April 1, 1979-April 1, 1983

' '

at 100 • " >'

Tax free in Pennsylvania and free of all Federal Income
taxes, now or hereafter levied

Rambo, Keen, Close & Kerner, Inc.
V;:*\'v% v; Investment Securities .

1518 Locust Street, Philadelphia

; Private telephone wires to New York and Baltimore

Pennsylvania Brevities
(Continued from page 906)

100,000 stockholders of United
Gas Improvement Co. common

sought to even up their frac¬
tional distributions of Phila¬

delphia Electric and Public Ser¬
vice Corp. of New Jersey. The
generally accepted market for the
fractions is one point away from
the .last recorded sale of round
amounts. In self-defense and in
order I•; to ; lessen the leg-work,
many . dealers make their own

primary markets, trusting that
buying and selling orders will ap¬
proximately balance. Net result
is turning out to.be a lot of ser¬
vice for a fishcake.

:Js # $

Definite shares of Puget
• Sound Power & Light Co. new
(common stock will probably be
issued this month. Dealer in-

; terest is widening in this op¬
erating company equity.- Pro
forma earnings for the 12
months ended June 30, 1943, are
reported at $2.11 per share.

/'■ Selling at approximately' six
times earnings, with net prop¬

erty equivalent to $15 per share,
the stock would seem to hold

possibilities of appreciation.

Personals ?

v ( Summer bachelors along Walnut
Street have banded together in a
small informal group known as

the WOWS. •; (Worn-out Wolves.)
■Y-:■;

CharlesWallingford;
E. H. Rollins & Sons, whose family
is jn Ocean City, has been trying
unsuccessfully since June to get
home to cut the grass. Fortunate¬
ly, the. drought has obligingly
sifiged'oif bis lawn.

Bob McCook, in Buckley
Brothers' New York "look-out"

office, is reportedly lonesome.
'.■■■ ft #

Vice-President E. J. Davis,
Rambo, Keen, Close & Kerner, a

shore X commuter, admits the 55-
degree temperature of the ocean
holds no appeal for him. He has
done his bathing on the beach—
and looks it.

Benjamin A. Brooks, W. H. Bell
& Co., usually arrives at the of¬
fice Saturday mornings accom¬

panied by two or three of his
little group. It is suspected that
Mrs. B. sends the little Brooklets

along as hostages against Ben's
safe and orderly return.

V; ' "Bondistics" ■,
s:; Security Adjustment Corpora¬

tion, 16 Court Street, Brooklyn,
N. Y. have prepared an attractive
booklet von "Bondistics," ..which

they define as the branch of fi¬
nancial science dealing with the
bonded indebtedness of corpora¬

tions with regard to such bond
values as they apply to the indi¬
vidual investor's problems as to

safety of principal and income
and profit. Contained in . the

booklet are interesting analyses
of several situations.

.. Copies of this booklet may be

.obtained from Security Adjust¬

ment/Corporation.

William K. Hartzell, Kidder,
Peabody & Co., and L. Wister
Randolph, Stroud & Co., are

among the twenty Philadelphians
owning stock in the Philadelphia
National League Ball Club.

Phila, Traders Ass'n

Nominees For Office
PHILADELPHIA, PA.—The an¬

nual meeting and election of Of¬
ficers and Governors of the In¬

vestment Traders Association of

George J, Muller Russell M. Dotts

Philadelphia will be held on Fri¬
day, Oct. 1, 1943 at a time and
place to be announced later by the
Committee on Arrangements.
( The Nominating Committee,
composed of Harold Nash, H. N,
Nash & Co., Chairman; Floyd
Justice, Kidder, Peabody & Co.;
Frank McKee, C. C. Codings &
Co.; William Ward, Sheridan,
Bogan & Co.; and Wallace Run-
yan, Janney & Co., have selected
the following slate for officers and
governors for the 1943-44 term.
There are to be six governors
elected for a term of three years

and one governor for a term of
one year.

President: George J. Muller,
Janney & Co.
First Vice President: Russell M.

Dotts, Bioren & Co.
Second Vice President: Edmund

J. Davis, Rambo, Keen, Close &
Kerner.

Treasurer: John M. Hudson,
Thayer, Baker & Co.
Secretary: Frederick S. Fischer,

Hendricks & Eastwood.

Board of Governors: James T.

McAtee, Butcher & Sherrerd;
James J. Morrissey, Hecker & Co.;
E. Coit Williamson, Schmidt,
Poole & Co.; Joseph McNamee,
Hornblower & Weeks; Carl Lach-
man, Eastman, Dillon & Co.; Floyd
E. Justice, Kidder, Peabody & Co.;
Albert Tryder, H. T. Greenwood
& Co.*\Carl Necker, Moncure Bid-
die & Co.; M. W. Goodman, Har¬
per & Turner; Paul W. Bodine,
Drexel & Co.; Richard W. Heward,
Boenning & Co.; S. K. Phillips,
Jr.,- S. K. Phillips & Co.; Frank
McKee, C. C. Collings & Co.;
Ethan G. Zuber, Suplee, Yeatman
& Co. •

;
Any five members of the Asso¬

ciation may in writing nominate
additional candidate or candidates
for office. Notice of such nomina¬
tions must be in the hands of the
Secretary at least three weeks be¬
fore the annual meeting.
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The Future Of Interest Rates
(Continued from page 903)

salient points involved without charts, by the writer, which
having to build from the ground
up.
Dr. Anderson finds five sources

of capital. From his description,
it is evident that the first four
are savings: the subdividing be¬
ing done on the basis of the
sources of the savings only, so
that for the purpose of our analy¬
sis there are just two sources of
capital, "A" Savings, and "B" New
Bank Money. ■.,>.'■■■ ;y V' £)- ';ya
Dr. Anderson says ". . . . Cap¬

ital created by expanding bank
credit means a dollar-for-dollar
increase in debt with the growth
of capital. From this viewpoint,
if from no other, it is obviously
the source of capital to be used
most cautiously." ., ;: -

Dr. Anderson concludes that the
"A" type of capital is safe in
every respect; in short, he finds it
fool-proof, so far as inflation is
concerned. On the other hand, he
finds that "B" type of capital
needs watching against^ over-ex¬
pansion of credit,, or inflation.
Nevertheless, he says, "It must be
recognized that, held within lim¬
its, this is a real source of addi¬
tional capital, and that properly
handled, it is a safe source of cap¬
ital." /
Of course capital that reflects

a dollar-for-dollar increase, of
debt is borrowed capital, what¬
ever you call it. However, it will
take care of your payroll just as
well as if it were your own money,
and if such borrowed capital rep¬
resents savings deposited with a

bank, or otherwise made avail¬
able at a fair rental, such capital
may be just as constructive and
serve the purpose of enabling you
to build up your business jus-
as well as if it were your own.

But now suppose this borrowed
capital is created by a bank au¬
thorized to issue I. O. U.'s signed
by Uncle Sam. Is such capital
better or worse, or the equivalent
of capital originating in private
savings? ■.?'< v.-X.* ''X
The answer to that is that the

injection of such money is disas¬
trous primarily because it jettisons
supply and demand interest rates
forthwith. When you thus disrupt
supply and demand rentals for
money, you likewise jettison sup¬
ply and demand rentals for prop¬
erty that money buys. \ Likewise,
when that is done, the sale value
of such property is also inter¬
fered with, for rental and sale
values are closely linked. 'CV
We could continue this analyst

and show that what Dr. Anderson
calls "New Bank Money," and
elsewhere "Bank Credit Capital,'
has disrupted supply and demand
control of industry in U. S. A. and
muddled prices generally to where
the perpetuation of the private
enterprise system itself is endan¬
gered. We could also show that
in Britain, where fiduciary cur¬
rency is held within actual needs
for circulation, wage rates are
much more consistent; while real
estate, which is down flat here, in
Britain has doubled and in some
cases quadrupled in value during
this period of war inflation;
which, even at that, is far less
perilous over there than here.-
In conclusion, it is evident that

our current ; $80,000,000,000 of
bank deposits and the $18,000,-
000,000 in circulation, totaling
$63,000,000,000 of non-interest
bearing government liabilities,
multiplied about tenfold since
our adoption of limitless cur¬

rency, is little less of a

menace to cur general pros¬
perity than has been the billions
of bushels of corn, wheat, and
bales cf cotton, accumulated by
government, to the growers of
these several crops. The farmers

brings out some such facts as the
above more clearly than is pos¬

sible within the space available
here. Reprints of this article, en¬
titled "Redundant Currency vs.
Gold Measurements as Builders
of Workable Wages," are avail¬
able and will be sent upon request
while they last.
(Editor's Note—Requests for re¬

prints referred to above should be
directed to Mr. E. S. Pillsbury,
1806 Pine St., St. Louis 3, Mo.)

Frank Cist

FRANK CIST, Brewster, Mass.
In the "Chronicle" of Aug. 26,

Benjamin M. Anderson discusses
the important subject of interest
rates. With the record of many

generations .

before us we

should have

little doubt
that there is a

"normal" lev¬

el about(.vhich
such rates

fluctuate and
to which they
tend v to re¬

turn. In fact,
if we do not
insist upon too
great accuracy
in the matter,
comp-ie tit Soil
among inves¬
tors for the

best income
from their

money must
tend, in the very long run, to
make net yields on all types of
investment, including real estate
and stocks as well as bonds and
commercial paper, run about the
same. The level of this yield must
be governed by demand for and
supply of funds; although certain
types of investment may expe¬
rience some especial demand or

supply independent of other
types. Thus the yield on short
term paper tends to be lower than
in longer term paper, to vary in¬
versely with the yield on equities
and so on. Rediscountable paper,
bonds "legal" for trustees or sav¬

ings banks, have their special
markets.

.

' In abnormal times abnormal
rates prevail. The present is ab¬
normal. Government policies have
induced an abnormal supply of
loanable funds on the one hand
ilus the abnormally low commer-
•ial demand for loans on the other.
3oth factors tend to reduce rates.
VLr. Anderson performs an im¬
portant service in pointing out
hat these abnormally low rates
:annot continue and he makes

timely suggestions as to what we
can do about it. After all, eco¬
nomic laws are not passed by leg¬
islative bodies at the behest of

unscrupulous and greedy capital¬
ists. They are natural laws and
they are mostly discovered only
after long and painful experience.
These laws cannot be evaded. But

painful experiences in the future
can be avoided pr mitigated as
we study and profit by wisdom
gained from the past. . And that
is where the economist comes in.

Attractive Possibilities
Federal Water & Gas Company

offers attractive possibilities at

current levels, according to an in¬

teresting circular issued by J. F.

Reilly & Co., Ill Broadway, New
York City. Copies of this circular

may be had from the firm upon

request. ■ > :

To Form LaGrange & Co.
M. Ronald Brukenfeld, member

,of the New York Stock Exchange,
seem to be getting ready to ditch D M Ieelheimer and Frank cthis handicap. Is it not time for, ^ ge ne met, ana J? rank \'
business neople to awaken to the j LaGrange, will form the Stock
dangers they face? Exchange firm of LaGrange &
The "Chronicle's" June 24 is-J Co., with offices at 60 Beaver St.,

sue contains an article with N. Y. City, as of Sept. 20.

Tomorrow's Markets

Walter Whyte

Says—
Second stage of market cycle
now approaching, y Look for
sharp reaction ■ followed by
substantial advance, y y j

By WALTER WHYTE ;

Lots of things happened in
August but the market didn't
give any of them more than
a passing nod. When August
began it found the market
wallowing in -a trough into
which it fell during the last
week of July.* As the month
ends it finds it in. the same

trough, if not wallowing, then
certainly snoring. / y; X• • ; ,

_ .. Cy

Iii the last week of July the
market, as measured by the
Dow industrial averages, was
about 144.The; following
week, news reports and peace

interpretations, drove it
down some 10 points to about
134. During August the mar¬
ket fluctuated roughly/ be¬
tween 134 and 139 ; with
volume becoming smaller as
the days passed by.Vy;

• yy y * ; * • y

As this is being written the
market is / about 136 with
volume beginning to show a

slight inclination to increase
as prices move fractionally
upwards. But the sum total
of August is one of frustra¬
tion. : ■■■;'x/XX
. frc-*- 'T .X-• r'- fv" ••

{ /; * • ' >. * * • X"''

Sentiment;, at present- is
very fluid. - Yesterday's; op-

NASD Appeals SEC
Rule On Unlisted Bonds
The National Association of Se¬

curities I Dealers,;/ Inq., has ap¬
pealed the ruling of the Securi¬
ties land Exchange Commission
admitting to unlisted trading
privileges on the New York Curb
Exchange certain bonds of Cen¬
tral Power & Light and Kentucky
Utilities. Extension of trading
privileges were granted by the
SEC on application of the New
York Curb Exchange. \./xXXXX-
The NASD petition was based

on what was declared an "erro¬
neous definition of the vicinity of
the New York Curb," which was
listed as the states of Massachu¬

setts, Rhode Island, Connecticut,
New York, New Jersey, Pennsyl¬
vania and Ohio... The Association
contended that "vicinity" meant
one hour's commuting distance
from New York City; the area of
the city itself, or an area whose
boundaries are equidistant be¬
tween New York and the next
nearest cities in which are located
securities exchanges, y.X/:

Phila. Transportation
Situation Interesting Xv : ;
The consolidated 3-6s due 2039

of Philadelphia Transportation
Company offer an interesting sit¬
uation at the present time accord¬

ing to a descriptive .circular, pre¬
pared by Stroud & Co., Incorpo¬
rated, 123 South Broad Street,.
Philadelphia,,Pa. Copies, of this
circular discussing the situation

may be had from the firm upon

request. w ; . y - \ •

jtimists are, today's pessimists
and vice" versa. Disregarding
sentiment and looking at the
the ; market cold-bloodedly
certain things .become ap¬
parent. The market has al¬
ready completed one pattern
in advancing from about: 92
(mid-1942) to about 148 in
July 1943. In this phase one
did not need to have special
knowledge to pick his stocks.
All one needed was to know

the trend of the market and
then buy stocks; almost any
stock bought during ; that
period would have brought
nice profits. -X;/://.XX,X X'v--

:■ During the latter phase of
the cycle that old "debbil" in¬
flation came to the fore.

Wheat,, for example, ad¬
vanced from 60c to $1.40; lard
from 5c to 15c. Other com¬

modities tied up with the cost
of living also kept in step.
The result was a rush out of

money into goods and stocks.
The end of such a cycle was
obvious. For even if the

commodity markets did not
break wide open the. more
volatile stock market, which
always has a larger public
following, did. XXixXx ;■'

■>' \ 'v
, *

i'• X X ''' X'*' \v" : '• V-1"'

After a - break of < approxi¬
mately 15 points it is normal
for the market to go into a

period of dullness accom¬

panied by funereal wails of
about how much lower "it is
sure to go." This phase once
completed is followed by the
second cycle. This one usual¬
ly sees the market fail to fol¬
low through on bullish indi¬
cations but lest that be com¬

forting to the.?bulls, it also
fails to follow through on
bearish indications. : Volume
dries up and interest dries up
with it. Out of such condi¬
tions comes the makings of
the beginning of the second
phase.
t; y/v.s.yyy $ yy # ..y

; Once this period of dullness
is over the market usually
goes into a period-of false
moves. As this is being writ¬
ten, prices are beginning to
advance fractionally and vol¬
ume, the indicator of popular
following, is also showing a

tendency to step up. I have
little doubt but that, if that
continues for say another day
or so, the pessimists will re¬
tire muttering in their beards
and the optimists will come
out of hiding with resounding
:"I told you so's." :

It is at this point that the

LAMBORN & CO*
99 WALL STREET

• NEW YORK 5, N. Y.

SUGAR

Exports—Imports—Futures
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y ' ' * *' "' *
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. ,

greatest danger to speculative
accounts appearsyFor instead
of going straight up , such
markets have a vicious habit
of suddenly cracking wide
open sucking in not only the
new crop of optimists but do¬
ing it so rapidly that even the
pessimists have little oppor¬

tunity of taking advantage of
the decline. This condition

usually forces longs to sell
stocks hurriedly, so what
starts out to be a minor set¬
back frequently ends up in a
real crack. The new crop of
disappointed bulls turns to
the short side—at least it has

every intention of doing so
once a rally comes. And the
stage is/set for the real ac¬
tion of the second phase.

. ' -r :' ' /•': * '•/ *

The market instead of just
rallying goes up and up and
under certain conditions may
even better the highs of the
previous bull market, being
fed as it is by shorts running
to cover. • Inflation again
comes to the fore. But un¬

like the first phase of the ad¬
vance all stocks don't share,

equally. In this second stage >

roughly about 50% of the
stocks .advance.
••

"y;" * ' '/* * >./; i

From present market indi¬
cations the beginning of the
second phase is right around
the corner. If these: prove
correct then a small rally fol¬
lowed by a reaction of any¬
where from 4 to 6 points will
occur. I therefor suggest that
all buying advice given in last
week's column be cancelled
until the reaction now indi¬
cated runs its course.

y :/X.. ; * * *

The averages are now;

roughly at 136. A reaction
to about 130 would not be

surprising. When either this
level is reached, or the mar¬
ket 'changes its signals, ad¬
vice to buy will again appear
in this space. Where stocks
recommended have already
been bought my advice is to
use present minor strength to
get out. So hold your cash
until advice to convert into
stocks appears here.

More next Thursday.
—Walter Whyte

[The. views expressed in this

article do not. necessarily at any
time coincide with those oj the
Chronicle. They are presented as

those of the author only.]
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istry, plastics and metals and
transportation as having been ad¬
vanced greatly due to-the de¬
mands of war.. .;' , .v , ',
From the survey we quote:
"The enormous influence of the

war on the outlook for the further

growth of air transportation seems
to be beyond question. This in¬
fluence will operate in several
ways. The belligerent nations will
have huge numbers of combat
and transport planes that will no
longer be needed for military
uses. They will have built pro¬
duction facilities and trained per¬

sonnel incomparably in excess of
pre-war volumes; in the United
States, the value of the aviation
industry's output this year is ex¬

pected to equal almost ' one-
seventh of the estimated national
income. * * *

"Some authorities estimate that
half a million private planes may
be in service in the United States
alone within ten years after the
war ends; and some go so far as
to predict a further tenfold' in¬
crease during the following dec¬
ade. If the.'expansion of civil
aviation proceeds at any such
pace, there will be little need for
post-war contraction of the indus¬
try. Even though such high esti¬
mates may not be realized, it
seems likely that the period fol¬
lowing the war will bring a-vol¬
ume of production and operation
of aircraft that will dwarf any¬

thing witnessed in the past." - - y.

i Post-War Developments Of Greatest Eisiportan&e
; In Industry Seen By Guaranty Trust

The way is being paved, as it was during the last war, for peace¬
time industrial developments of the greatest importance and value,
states the Guaranty Trust Co. of New York in the current issue of
"The Guaranty Survey," its monthly review of business and financial
conditions in this country and abroad, published on Aug. 31.

"At the same time, the emergency is delaying the utilization of
many earlier inventions and dis-<^
coveries that will become avail¬
able after the war," the "Survey"
says, continuing: ; , , ,

"Even a brief review of some of
. the more outstanding and widely
known lines of* progress shows
that war, the great destroyer, has

1 also its constructive side. Under
the spur of wartime necessity, in-
dustrial developments that might

4 otherwise require years or decades
are compressed into months. But
before this technical advance can

be translated into terms of human
well-being, war must give way to
peace—a peace that preserves the
freedom of enterprise that. has
been found indispensable to the
exercise of ingenuity, the taking
of risk and the putting forth of
effort. ' For war will leave be¬
hind it also a wake of destruction,
disorganization and impoverish¬
ment, together with a legacy of
centralized control that can stifle
individual initiative and that will
tend to be perpetuated by the

'

troublesome problems; of read¬
justment that peace will bring to

■i the world. The ingenuity of the
scientist and the engineer must be
matched by the wisdom of the
businessman and the statesman
if the beneficial by-products of

'<■ war are to be turned to full ac-
, count. ■' y

Y "If the world's standards of liv¬
ing fail to achieve new heights
during the post-war era, it will

. not be for want of the technical
. foundations on which those stand¬
ards rest.' It will be because of

( failure to solve the complex eco¬

nomic, social and political prob-
.. lems that are being raised by the
y war and to perform the difficult
readjustments that will become
necessary with the return of
peace. Unless these obstacles are
surmounted, the world will be in
grave danger of finding itself sad-

*

died with bureaucratic forms of
■ government that the depression
'

and the war have brought upon
it and that will prove incompati¬
ble with the free institutions un¬

der which science and enterprise,
working hand - in - hand, have
achieved the unexampled mate¬
rial progress of the last century.
"One of the broadest fields of

industrial development suggested
by the technical progressYof war¬
time is found in the .wide variety
of devices and methods known
collectively as electronics, r Al¬
ready this relatively new., science
has been put to practical use in
a long list *of wartime industrial
operations. About 750 types Of
electronic tubes are already in

. use, and the total value of the
American industry's product this
year is expected to surpass that
of the entire automobile industry
before the war.

"One of the most spectacular
- and widely publicized of these in¬
ventions is 'radar'—the radio de¬
tection and ranging mechanism
that reveals the direction and dis¬
tance of ships and aircraft with
such accuracy that artillery can
be used effectively without sight
of the enemy. The potential value
of this device as a factor of safety
in peacetime marine, aerial and

> even land transportation is obvi¬
ous. The basic principle under¬
lying radar—the use of ultra-

- short radio waves—has aywide
range of possible applications in
radio, television and other ,means
of communication. Technicians
believe that this radiation can be
utilized in such widely separated
fields as cooking and the treat¬
ment of disease. An apparently
more remote possibility is the
use of short waves for the trans¬
mission of electric power."
The bank's survey also cites de-

Topping, Reily
Liaison Officers

In War Loan -
During the Third War Loan

Drive, which starts September .9,
James J. Topping, and John. M.
Reily will serve as liaison offi¬
cers between municipal dealers,
their teams and the New York

State War Finance , Committee.
Their appointment was announced
Aug. 20 by Eugene Black, Director
of the Banking and Investment
Division. Mr. Topping is Vice-
President of Braun, Bosworth &
Co., and Mr. Reily is resident
manager of Weeden &.Co, , Y
... The Banking and . Investment
Division, has organized. 15 bank-
dealer teams, each heided, by a
New York City bank, to solicit
subscriptions from their custom¬
ers, depositors ..and - employees/
The municipal bond ...houses .-in
New York are represented : on
these teams, and are now organiz¬
ing their, sales staff for an ex¬

tensive selling campaign. The
Banking and Investment Division
is in the process of recruiting a
sales force of 7500 to obtain bond

subscriptions during the coming
drive. .. ■■■': ■ - \>Y.-

Lend-Lease DrugsLimited
Only those drugs and medical

supply requirements deemed es¬

sential to
, the defense of the

United. : States and the vfurther¬

ance of the war effort are being

provided under lend-lease, the
Lend-Lease. Administration and

the War Department - announced
on Aug. 20 in a joint policy state¬
ment. The two * agencies ' ex¬

plained that it is not their pol¬
icy under lend-lease to supply the
total requirements of the drug and
medical supply of any country and
that those not acceptable for pro¬
curement under lend-lease should

be obtained through normal com-

velopments in the fields of chem- mercial channels. ......

Abolish TbeSecarities&

Exchange Commission
(Continued from first page)

who hold their offices through ex¬
ecutive appointment.
After ten years of experience

with the. Securities Acts, there is
still, an - insufficiency of definite
rules upon which anyone can be
guided in their relations with the
Commission. One day, we hear
about new proxy solicitation rules
which would upset the established
methods and procedures of indus¬
trial , management right at the
time when they have everything
they can, do to maintain peak
wartime production., Next, some
other mental wizard gets the im¬
pulse to impose his own pet ideas
of what should be the amount of

profit t; allowed over-the-counter
securities dealers—and we hear
about that.
The list of inconsistencies, un¬

warranted assumptions of power,
and the over-all persecution to
which the securities industry has
been subjected is clearly shown
by what has happened to the pri¬
vate capital markets at the very
time when they should have been
foremost in bolstering the nation's
war effort. A recent survey of the
Investment Bankers Association

of America shows that flotations

by industrial corporations for new
capital and refunding .purposes
declined from one billion ninety-
four million dollars in 1940 to five
hundred sixteen millions in 1942,
and for the first four months of
this year to only ninety-nine
million dollars. ' A

But in June, 1940, a former head
of' the Securities and Exchange
Commission, Mr. Jerome Frank,
wrote in a letter published in the
press:- ""This Commission is
very much alive to the necessity
of doing everything possible to
facilitate, .the raising of private
capital,- which must be obtained
in connection with, or as a result
of,: the, program for national de¬
fense." Three years have now

passed and the Commission has
stalled, - vacillated, and , pigeon¬
holed the many efforts to amend
the Securities Acts, Reams of tes¬
timony have been taken, pages
upon pages of transcripts of the
experience records of individual
firms and associations have been
shoved backward and forward be¬
fore the House Committee on In¬
terstate and Foreign Commerce—,
and all we have to show for it is

absolutely zero, notwithstanding
Mr. Frank to the contrary.
All the Congress need do now

is rewrite the Securities and Ex¬

change Acts in the light of the
combined experience of the past
ten years. The law should be ex¬

plicit. Delegated > discretionary
power should be eliminated.What
can't be put into reasonable, in¬
terpretive, law should be ex¬
cluded from the act. There is no

place in our form of government
for laws 'based' upon guessing
games, the personal whims of
bureaucratic overseers, or self-
appointed Messiahs. > • • '
The Commission ; should be

abolished. The enforcement pro¬
visions of the revised Securities

Acts should be placed in a regular
department of; the established
government—possibly the Depart¬
ment of Justice. The registration
of new security issues, if still
deemed advisable, could be han¬
dled by the Bureau of Copyrights
just as is now done with material
filed to be copyrighted. , .

The issue is clear,' either the
government remains the servant
of the pfeople of this land, or,it
will become our master. We can

choose a government of law, es¬
tablished and . .enforced as pro¬
vided for us in the Constitution,
or we can have a government of
men, who "make the law, -who
dispense their own ideas of jus¬
tice, and who enforce the law."
Which do we want in America?
This is the next question the
people of this country must de¬
cide. • ' •

Dominion of Canada
All Issues

Bought — Sold — Quoted

Wood, Gundy & Co.
Incorporated

14 Wall Street, New York 5
Belt System Teletype NY 1-920

, By BRUCE WILLIAMS "
Global currency schemes are still claiming so much attention

that there has been less discussion of late concerning the relationship
of the U. S. and Canadian dollars. -In view of the fact that Canada
is now our best cash customer in an increasing ratio, it might be
well to settle this outstanding problem before embarking upon more
ambitious plans embracing the entire universe. :

To practical minds a common <$>
North American dollar would '

be a sound step forward, fol- *
lowed perhaps by admittance
of the South American coun- :

tries • to the dollar standard.
Thus would be realized the orig- •

inal object envisioned in cer¬

tain quarters of the establish¬
ment of a "hemisphere dollar."
With the attainment of parity
between the U. S. and Canadian '

dollars, the question of the re¬

lationship between sterling and
the dollar would then have to
be decided. "Y

;! Britain's vital interest in this
question has no doubt contributed
to the delay in its settlement, If
the Canadian dollar were estab¬
lished at a 10% higher level, the
existing ' large British indebted¬
ness to Canada would be corre¬

spondingly increased, in addition
to raising the cost of imports from
Canada. This situation could be

adjusted by similarly raising the
level of the pound in relation to
the U. S. dollar. /

Contrary to popular .. belief,
owing to generally lower costs
and in a world where presum¬

ably tariffs will be lower, the
pound could be fixed at a higher
exchange rate and still remain on
a competitive basis.- This state¬
ment, of course, is based on the
assumption that war debts will be
dealt with in a realistic and
statesmanlike fashion - and that

they will not be permitted to en-,
cumber the post-war world eco¬
nomic progress. ■;-»/ * !. ...

Meanwhile, the- Inevitable
pressure on the exchange con¬

tinues, and Canadian internal
securities still find a ready '

market in this country. , Re¬
strictions could be placed oh

such exports, but the Canadian
authorities are no doubt reluc¬
tant to add to the number of
war-time controls, and, further¬
more, it is unquestionably;
realized that artificial barriers
are useless against a natural

economic movement.

Apart from the exchange angle,
Dominion of Canada internal se¬

curities can be considered as de¬

cidedly * attractive investments.
Compared with similar Dominion
external obligations, the internal
3s of 1958-53, for example,- yield
approximately 3% as against the
2%% return of the external 3s of
1958. This presupposes only ulti¬
mate exchange conversion on the
basis of the official 10% discount.
The external,bonds at .the current
market can only yield 2%% at a
cost of 104%. On the other hand,
the internals .return about 3% at
an initial cost of 91 with the'added

possibility of the "exchange going
to par or even a premium during
the life of the bond. *

With regard to the - external
bonds, the market on the whole
was unspectacular during the past
week. A large block of long-term
Canadian National Railway bonds
was offered from Canada and was

placed with little effect on the
market, although prices were

eventually a little below the high¬
est -levels recently touched. Di¬
rect Dominions were quiet with
small recessions in some issues,
although the 2%s of 1948 reached
an all-time high of 103%. Ontario
and Quebec issues up to 1960 con¬
tinued in steady demand at their
highest levels. Nova Scotias and
New Brunswicks also found ready
buyers when bonds were avail¬
able.'-'- ■' ■

The market for the Western
provinces continued in the dol¬
drums. Even British Columbias,
the strongest situation in this sec¬

tion, did little more than main¬
tain a steady tone. .Manitobas
were still in some supply and the
4%s of 1956 were still available at
106V2. A similar situation existed
in Saskatchewan but, in this case
there was a larger volume Of of¬
ferings., .The 4%s of 1960 were in
supply at 91%, On the other hand,
there, was a slight improvement
in the tone of the Alberta issues.
There were a few bids for the

4%s at 76 and 5s at 77. Canadian
Pacifies in spite of a constantly
improving situation have hot
shared to any degree in the re¬
cent sharp advance in the general
market. The 5s of 1954 and the

4%s oi; 1960 still have the inter¬
esting return of approximately
4%%, 1

Judging by a general survey
of the higher grade market, it
would appear that we have
reached at last a leveling out
stage, after an almost uninter¬
rupted rise since the middle of
1940, although, as previously
pointed out, scarcity value in
certain issues will-have its ef¬
fect. On the other hand, there
are" still possibilities for trad¬
ing profits in some of the more

speculative sections of the mar¬
ket if purchases are well-timed. -

United Corp. Attractive
The $3 preference stock of

United Corporation offers an at¬
tractive speculation in the public
utility field, according to a mem¬
orandum issued by Ira Haupt &
Co., Ill Broadway, N. Y. City,
members of the New York Stock

Exchange and other leading ex¬

changes. Copies of this memo¬
randum, discussing the situation
may be obtained from the firm
upon request.

.*• "We specialize in

CANADIAN

Governmenl - Municipal

Corporation Securities

H. E. SCOTT CO.
49 Wall St., New York 5, N. Y.
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Gold At The Peace Table
(Continued from first page)

the peace table where plans for
international stabilization will be
made.
For the other "precious" metal,

silver, no such alibi or explana¬
tion can be offered. To date it
stands charged before the bar of
public Opinion with being a slack¬
er in the war effort. Unlike gold,
silver cair be used advantageously
and promptly in various war in¬
dustries as an alloy or a substitute
for other metals to conserve or

supplement war materials. More
and more the war calls for silver,
—silver alloys to take the place
of brass and nickel; silver wire to
replace copper in electrical ap¬
pliances and small motors; silver
can be used in combination with
lead for tin-lead solders thus sav¬

ing large quantities of scarce tin;
millions of ounces more of the
white metal are needed for aif-
planes, tanks, bombs, guns, shells,
and a wide variety of equipment
such as brazing alloys, films, sur¬
gical and pharmaceutical prod¬
ucts, and the like.
'

Some silver bullion has been
released for these and other pur¬
poses, but only a niggardly por¬
tion of our huge hoard has been
made available. Most of it is in
the form of warehoused bullion
and so requires no long period of
mining and processing as other
war metals do — and it has all
been paid for.
Thus far the jealous guardian¬

ship of the silver bloc has prevent-

repealing the unwise, uneconomic
silver-purchase acts of the thir¬
ties. Then the billions of stored
silver will be- indeed "free" to
make its overdue contribution to

victory and peace.
Our five-fold gold expansion

from $4 billion to $23 billion in a
decade was "planned that way"
as part of the Administration's
program designed to lift agricul¬
ture, labor, and industry out of
the morass of, depression into
which the whole economic struc¬
ture had become bogged in the
thirties. Something heroic, many
things, had to be done and quick¬
ly. And in the view of the Admin¬
istration only the Government
with its vast resources and au¬

thority could do it. In broad
terms the solution was the New
Deal recovery-reform program.
Once again the old monetary in¬

flation folly was dug up. What
was most needed was to increase
the money and credit supply of
the country, thus giving farmers
and other debtor classes more

buying power and putting ten
million idle men to work. Some
of the President's advisers came

forward with an inflationary plan,
bearing a new and more palatable
label, "reflation," which* was
promptly adopted by the Admin¬
istration as a part of its evolving
social-economic program. There
were too few dollars in peoples'
pockets. Moreover, gold, our
monetary standard and the basis

ed the all-out service that silver of our currency, was largely held
should be rendering the cause of
freedom. Why? Bluntly, because
they fear that if silver is put to
work in war-industry service it
may lose something of its recent¬
ly-acquired position as an integral
part of our monetary system, and
also lose the bonus-supported
price of 71 cents for their product.
While the "baser" metals throw
everything they have at the
enemy silver clings tenaciously to
its depression-born bonus and
monetary status. But the tide of
public opinion is rising against
the untenable, unpatriotic atti¬
tude of the silver bloc. If that
tide continues Congress will be
stirred to corrective legislation by

by the Federal Reerve System
and was not sufficiently active.
The thing to do was to take over,

"nationalize," all the gold,
whether in private or institutional
hands, and then at the discretion
of the President to devalue the

gold dollar by some 40 to 50%,
which suposedly represented the
fall in the price level. . By this
devaluation billions of additional
dollars would be created and as

they got into the stream of busi¬
ness and wages through Govern¬
ment expenditures prices would
be carried up to the desired level.
The limits of this article do not

permit discussion of the results
of the Administration's gold

policy or other parts of its mone¬
tary program—abandonment of
the gold standard, seizure of all
the gold, abrogation of all con¬
tracts in bonds, mortgages, etc.,
1o pay in "gold of the present
weight and fineness,"—nor of the
unsound silvef-purchase policy
under which the Treasury was

required to buy silver at home
and abroad until its price should
rise to $1.29 an ounce or until sil¬
ver should constitute one-third
the amount of gold, that is, until
the metallic base of our currency
should be one-fourth silver and
three-fourths gold. As to this
fantastic silver policy it need only
be said that neither of its objec¬
tives has been reached or, prob¬
ably, ever will be, nor have the
international stabilization advan¬

tages prospectively claimed for it
been attained.

Now, what do we have to show
for these gold-and-silver-buying
adventures? Well, first, we have
about 113,000 tons of silver, most
of it unloaded on us by silver-sur¬
plus countries, generally not to
their permanent advantage and
assuredly not to ours. All but
about a billion dollars worth

(monetary value) of this silver,
which does currency duty in the
form of silver certificates,' but
which could be advantageously
replaced by gold-based Federal
Reserve notes, and subsidiary
coins \ (halves, quarters, and
dimes) is an inert, unused mass of
metal. It cannot be used in the
settlement of international bal¬

ances, as gold is used in normal
times; no other country wants any
considerable quantity of it. We
seem to be stuck with it forever
and a day. \ ,■

Then we have some 20,000 tons
of gold, valued at about $23 bil¬
lion, all owned by the Govern¬
ment, and most of it buried in
special vaults at Fort Knox. How
did we come to acquire this im¬
mense store of gold — at its peak
70% of all the monetary gold in
the world? Well, we first re¬
valued our 1933 stock of about
$4 billion, giving it a new mone¬
tary value of some $7 billion, of
which $2 billion was put into an
Equalization Exchange Fund, the
balance being a bookkeeping
"profit." Then we upped the
century-old world price from
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$20.67 an ounce to $35, offered
the world that price for its gold—
and got it. The profitable price
of $35 and other economic forces
started a stream of gold, which
soon became a flood, from every

producing mine in the world. New
mines were prospected and aban¬
doned mines reopened. Hoarded
gold came out of hiding and mil¬
lions of "refugee" gold sought a
safe hidilng place in the United
States. The main stream of this

swelling flood, however, consist¬
ed of capital transfers from
abroad and of gold sent here in
settlement of international trade

balances, the persistent "favor¬
able" balance of trade, the excess
of our exports over our imports.
The flood of gold toward this
country continued, despite efforts
to halt it, until 1942 when the
war brought it to an almost dead
stop.

_

Here, however, our chief in¬
terest is in the $23 billion worth
we already have and how it can
oe put to work again when war's
disruptions end and post-war re¬

organization ensues. Is our huge
accumulation of gold to remain
in peace as now in war inert, pas¬
sive, a miser hoard? Or shall it
be regarded as a "blood bank,"
stored up economic plasma, from
which after the bombing and
blood-spilling has ceased shall be
drawn the healing restorative that
will bind up the wounds of the
nations? And how will such a

transfusion affect the United

States, which for the most part is
the only prompt and abundant
source of supply, and the rest of
the gold-anemic world?
Despite its limitations and de¬

fects as a standard of value gold
has long been and remains the
most widely desired and accept¬
able medium of international ex¬
change the world over/ Thus far
nothing better has been devised;
Ihere is no satisfactory substitute
for it, otherwise it would long
since have been adopted. More¬
over, there is ample gold for this
and every other necessary pur¬
pose. The world's present supply
is estimated at about $33 billion
and even with war-time limita¬
tions upon mining activities some

$iy2 billion worth was mined in
1942. If mints and treasuries con¬

tinue to pay $35 an ounce for it
the world need never again fear
a gold shortage.

But, what about the ownership,
distribution and utilization of this
$33 billion worth of gold? Where
is it, and how is it held? Ah,
there's the rub. The Government
of the United States owns out¬

right about two-thirds of all the
monetary gold in the world. Au¬
thentic figures for recent years
are not available for other coun¬

tries. Most of South Africa's out¬

put goes to Great Britain, which
now holds, possibly, $3 billion.
Before being overrun France had
about the same amount. Since the
war began some of the neutral
nations, notably Switzerland and
Sweden, have heavily increased
their gold holdings. It is probable
that no small part of- these accu¬
mulations are "refugee" gold and
will be returned to their owners
when peace comes. No informa¬
tion is available as to the gold
holdings of the Axis powers. It
is well-known, however, that in
the years Hitler was making mili¬
tary and economic preparations
for the overrunning of Europe his
policy included the accumulation
and storing of gold by forcing a
onesided barter system upon coun¬
tries wishing to trade with Ger¬
many. Early in its war upon help¬
less China Japan looted the Chin¬
ese seaboard cities of their gold,
some of which was used to pro¬
cure from the United States and
European countries scrap iron,
machinery, and other war ma¬
terials needed to prepare for her
projected conquest of Asia and in
due time her long-planned at¬
tack upon the United States.
The single gold standard of such

leading commercial countries as
the United States, Britain, and

France, though far from perfect,
had by long experience proved
superior, to any other system.
Some countries with less ad¬

vanced economies have adapted
and employed successfully modi¬
fications of the gold standard, or
other diluted or managed systems.
Thus, for example, the Philippines
under a "gold exchange" system
retained their cheaper silver-
paper currencies for domestic
transactions, but to meet inter¬
national trade obligations kept
gold balances in New York or Lon¬
don. And, on the whole this sys¬
tem worked fairly well. It may
again serve the economy of some
of the commercially weaker coun¬
tries when peace comes. But by
the opening of the century the
gold standard, though often chal¬
lenged by monetary theorists be¬
cause of its obvious imperfections,
and by envious advocates of bi¬

metallism, had seemingly reached
a position of stability and per¬
manence the world over.

Then came World War I and the

monetary, fiscal, and economic
disturbances which accompany
and follow all such wars. One of
the first precautions taken by a
government threatened with war,
is to suspend for the duration all
obligations normally payable or
redeemable in gold, in order to
conserve its treasury supply, the
basis of its whole credit structure.
"Going off gold" in this way does
not connote "abandoning" gold,
but only the temporary and ex¬

pedient suspension of its normal
functions. In the first World War
Britain and other belligerents
promptly suspended gold pay¬
ments, but as soon as normal con¬
ditions were restored she returned
to gold in 1925, only to be com¬

pelled by the events of the world¬
wide depression that followed to
go off gold again in 1931, strug¬
gling for years thereafter with a

"sterling bloc" managed currency
system. France, with a large gold
reserve, and other countries went
through somewhat similar ex¬

periences, as they strove desper¬
ately to maintain the shrinking
/alue of their currency in com¬

petition with foreign exchanges.
These countries that went off

the gold standard did so reluc¬
tantly fearing that they could not
maintain payment of their ob¬
ligations in gold. Not so the
United States. The events of the
war had made us a "creditor?
nation. We had more than enough
gold for every need within our
own internal economy; we had a
uniformly "favorable balance of
trade," that is, an excess of ex¬

ports over imports; European and
other countries were in our debt
on war account in a total of some

$10 .billion; our, credit and our

gold position was unchallengable
—yet we deliberately, though
dazed by the events of the long
depression, "walked off" gold and
adopted a new, experimental, and
economically dubious monetary
policy.
This is not to imply that a

managed currency, a term with
various connotations, cannot be
operated successfully within a

given country or a bloc of par¬

ticipating countries. After Britain
went off gold she adopted a form
of managed currency and because
of her financial and trade lead¬

ership brought several other
countries into close cooperation
with her "sterling bloc" arrange¬
ments. The machinery creaked
ominously at times but it worked.
International and fiscal opera¬
tions went on. Several years be¬
fore the war, too, our Treasury,
after all the gold had been na¬

tionalized and the gold dollar de¬
valued, set up a Stabilization
Fund of $2 billion to stabilize the
exchange value of the dollar rela¬
tive to the pound, the franc, and
other currencies. After the sign¬
ing of the Tripartite Agreement
between the United States, Britain
and France in 1936, these and
other countries though steadily
losing gold to the United States
were able to "manage" their cur-
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rencies and exchanges with a con¬
siderable measure of success and
maintain a semblance of stability
in international transactions.

Other agreements and devices
adopted in recent years have con¬
tributed to international stability.
Last year the Treasury Depart¬
ment extended its policy of aiding
friendly foreign governments to
stabilize their currencies through
the Stabilization Fund to Mexico
Ecuador and China. This type of
aid and mutually helpful coop¬
eration suggests greatly expanded
post-war possibilities in interna¬
tional currency stabilization. Our
Stabilization Fund now holds $1.8
billion of which no more than

$200 million has been used. The
allocation of a much larger pro¬

portion of the Fund, with regular
reports by the Treasury to Con¬
gress as to such allocations, for
joint cooperative use in stabiliz¬
ing international currencies and
exchange would not embarrass
our own fiscal operations or
weaken the stability and security
of our currency and public credit.
Isolationist objectors may ask:

Might it not turn out that after
acquiring two-thirds of the
world's monetary gold, and the
bulk of its silver, we may be
called upon to surrender and ul¬
timately lose these precious
metals for the benefit of the
weaker nations? Needless fear.
Our store of gold, and measurably
our silver, can be utilized with¬
out the actual disturbance or sur¬

render of an uonce of gold. Even
if such physical transfer should be
advantageous we would not suf¬
fer by the temporary expatriation
of a small part of our surplus bil¬
lions.X 1:''''.Vv^•'i: (•'
Certainly we shall not be ex¬

pected to donate the billions of
gold we have acquired from other
countries in recent years as an

outright gift to them. We have
paid for it directly, or in goods,
services, credits, and other con¬
siderations. v ("Earmarked gold,"
amounting to some two or three
billions, will, of course, be avail¬
able to its owners.) Some coun¬

tries, like Britain and her Do¬
minions, which together ordinar¬
ily produce a half of the world's
annual output of new gold, will
probably have enough to resume
normal monetary and internation¬
al functions at home and abroad.
It would be feasible, therefore,
for the United States and Great
Britain to lead the approach to
resumption of international trade
by establishing an international
gold pool, which in time other
nations might join, administered
by the central bank authorities of
the cooperating countries, or by a

revamped Bank for International
Settlements, or otherwise. Coun¬
tries with scant supplies of gold
could lease gold (or silver) from
us on a rental basis and adopt a
gold exchange (or silver ex¬
change) system. Little or no gold
would necessarily have to be
transferred from present deposi¬
tories, though it should be free to
move in response to the trends of
trade. , . :.

-International gold certificates
could be issued against this pooled
gold after the fashion of our
gold (and silver) certificates, but
should be freely redeemable in
gold to insure wide acceptability.
These international certificates

though intended primarily for
use in international transactions

might be made available also for
internal use. When our Govern¬
ment nationalized gold it paid the
Federal Reserve! Banks, which
held the bulk of it, in gold certi¬
ficates against which they have
since issued Federal Reserve notes.

(There are now some $6 billion
of them in circulation.) Reserve
notes, gold certificates, and gold
coin should be freely interchange¬
able Not that we shall ever re¬

turn to any considerable use of
gold coins; experience has taught
us that gold certificates are more
convenient and economical. But
wide-spread understanding that
gold is available to anyone who

wants money in that form, and
that all other forms of money are

redeemable in gold, would restore
confidence in our whole monetary
system, which has been so un¬
conscionably mauled about in re¬
cent years. . : .

This suggestion of a gold pool
and an international gold certi¬
ficate based upon it will, of
course, meet with technical ob¬
jections and practical difficulties,
but none that cannot be over¬

come. The alternative to interna¬
tional cooperation and stabiliza¬
tion is a post-war renewal of the
/'battle of the exchanges" and
competitive currency deprecia¬
tion—the most paralyzing form of
international competition.

Assuming, then, that the lead¬
ing commercial countries will be
receptive to the resumption of in¬
ternational settlements on a gold
basis; there arises the practical
question of the techniques and
mechanisms to be adopted or

adapted to make it work satis¬
factorily. Past experience with
such organizations as the League
of Nations, the World Court, the
Bank for International Settle¬

ments, the Inter-American Bank,
the Equalization Funds, and
other agencies is being re¬
examined and appraised. Various
public bureaus and private groups
have been making researches and
new studies looking to the formu¬
lation of plans for international
reconstruction and stabilization.
Evidence that much of the

spade work has been going on ap¬

pears in the recent announcement
from Great Britain of the Keynes
Plan, followed promptly by our
own Treasury or Morgenthau
Plan, and more recently a French
Plan and a Canadian plan.
These plans, scarcely more than
blue prints, and others in the
making, seem far apart on some
major particulars and of course
differ widely in minor details, but
they have the same objective,—
international stability. They are

not mutually exclusive or irrecon¬
cilable; they present intriguing
prospects for compromise and
agreement. But no time should
be lost; the plan in its main out¬
lines must be ready well in ad¬
vance of peace negotiations.
At the bottom of the late de¬

pression this country sent dele¬
gates to the - London ; Economic
Conference to join • with some
three score other nations in

formulating a program of trade
and currency resuscitation. We
were not prepared for the agenda
of that conference, and just as it
seemed that a workable plan
could be adopted President Roose¬
velt practically broke up its de¬
liberations by announcing that
the United States intended to

carry out a recovery program of
its own irrespective of anything
other countries wanted or pro¬

posed. The fateful consequences
of that decision are history—the
history of the weird and in the
main unfortunate monetary pro¬

gram of the New Deal, and, in¬
ternationally, of economic chaos.
The approaching conferences

where plans for the restoration
of international sanity and sta¬
bility will be made must not find
us again vacillating or unprepared.
Now is the time for this country
and Great Britain, the two nations
that must assume leadership in
post-war reconstruction, to press

persistently toward agreement
upon a concrete workable plan for
submission to the approaching In¬
ternational Economic Conference.

*Dr, John Thom Holdsworth, the writer
of the article,"Gold at the Peace Table,"
is a recognized authority in the field of
finance and international economics. He

is the author of the widely used text book,
"Money and Banking,", now in its sixth
edition; a "History of Banking in Pennsyl¬
vania"; and many other publications, and
is a frequent contributor to economic, fi¬
nancial, and business periodicals. He has
taught at several universities—Pennsyl¬
vania, Pittsburgh, where he was Dean of
the School of Business Administration for

ten years, Princeton, University of South¬
ern California, and the University of
Miami, where he has been Dean (now
Emeritus) for fifteen years. He is a
member of various economic and business

organizations, and of the Economists' Na¬

tional Committee on - Monetary Policy.
Dr. Holdsworth's teaching, writing, lectur¬

ing, and research are backed by practical
experience. For five years he was Vice-
President of The Bank of Pittsburgh, N. A.,
where he organized and operated the
foreign relations (foreign trade and foreign
exchange) department; and was President
of the * Pennsylvania " Joint Stock Land
Bank.

The CHRONICLE invites
comments on the views ex¬

pressed by Dr. Holdsworth in
this article, or on any related
phases of the subject under dis¬
cussion. Comments should be

addressed to Editor, Commercial
and Financial Chronicle, 25
Spruce Street, New York.

US Life Companies Up
Investments In Govts.
American life insurance com¬

panies increased their holdings of
United States Government bonds
in the first six months of the year

by $1,590,000,000, it was announced
Aug. 19 by the Institute of Life
Insurance. The increase in hokL

ing of these bonds since Dec. 31,
1941, according to the Institute's
tabulation, has been $4,310,000,000,
and has been at an accelerating
rate throughout this period. Ad¬
vices from the Institute also state:
"Purchases •: of United States

Government bonds during the
half year brought aggregate hold¬
ings to $10,980,000,000, about 30%
of the companies' total assets.
"While the flow of policyholder

funds during the half year was
primarily into United States Gov¬
ernment bonds, the life insurance
companies fully maintained the
financial aid which they have ex¬
tended to industries. Holdings of
business securities at June 30,
amounted to $10,230,000,000 as
compared with $10,200,000,000 at
the start of the year and with $10,-
130,000,000 at the end of 1941.
"Holdings of Canadian Govern¬

ment and State and municipal
bonds, reported at $2,650,000,000,
showed a decrease of $40,000,000
in the half year but were $20,000,-
000 above the Dec. 31, 1941 figure.
"Continued progress was re¬

corded in the sale of real estate

previously acquired through fore¬
closure. The ownership of farm
properties was reduced to $400,-
000,000 compared with $480,000,-
000 at the start of 1943 and with

$560,000,000 a year earlier. City
real estate which includes home
and branch office buildings, urban
housing development and fore¬
closed city properties, amounted
to $1,090,000,000. This represented
a decrease of $60,000,000 in the
half year and a decrease of $230,-

000,000 in the last 18 months, re¬
sulting from the sale of foreclosed
city real estate.
"Mortgage investments on June

30, totalling $6,640,000,000, con¬
sisted of $870,1)00,000 farm mort¬
gages and $5,770,000,000 urban
mortgages. Both showed a slight
decrease during the first half of
1943."

To Hold Institute On
Federal Taxation

The second annual Institute on

Federal Taxation will be held
Sept. 20 to Sept. 29 at New York
University, 100 Washington Square
East, New York City. There will
be nine days of lectures and dis¬
cussions of topics and problems in
Federal taxation, for tax special¬
ists, accountants, attorneys, bank
and trust officers, and executives.
Morning and afternoon lectures
will be followed by dinner-dis¬
cussion sessions.

Also on Sept. 16, 17 and 18
there will be a three-day Insti¬
tute on problems arising from
war contracts renegotiation and
termination.
For detailed topics write for

Bulletin WC to New York Uni¬

versity.
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The Coming Peace—
A Security Reappraisal

(Continued from first page)
executives are expecting, ters. However, we have at timesmany

will make prices advances to date
seem mild. The consensus of opin¬
ion appears to be that this sharp
initial inflationary move will be
due to the shortages resulting
from present food and commodity
policies of. the Administration.
In a year or two, executives look
lor a readjustment from this in¬
flationary upward spiral as exces¬
sive prices are corrected by the
shortages being filled.
This may cause a reaction and

depression, of short duration. It
Will be then that the permanent
inflation, based on the high cost
of doing business, due to the
heavy National debt, and the high
National income required to
service it, will occur. In any

event, the, outlook for stocks and
commodities over the next two
years or more, appears very fa¬
vorable. Equities which, in our

opinion, appear to offer outstand¬
ing promise for the coming period
of peace in Europe and for the ac¬
celerated war activity in the Pa¬
cific, are listed below: "

Standard Oil of California
Union Oil of California
Continental Oil
Tide Water Associated

, Firestone Tire & Rubber

Walgreen
International Tel. & Tel.
U. S. Smelting (Gold)
Republic Steel
National Lead
Kennecott : < , !
United Fruit / . ' , -

American Locomotive- -«. -

Allis Chalmers
Atchison'

. .

'

Southern Pacific 1; :• /
Union Pacific

New York Central

War in Europe Nearing End

The war news of recent weeks
is very favorable-and few will
deny that a collapse in Germany
is now more imminent than was

generally expected earlier in the
year. We do mot pretend to be
armchair strategists, nor do' we
usually comment on military mat-

attempted to use common sense
in appraising the outlook, in order
that our viewpoint would not be
affected by purely emotional con¬
siderations. In this connection we

discussed the talk of peace in
early 1941, when Wall Street was
rife with such rumors, and pre¬
sented our opinion that the war
had only started.
; We have also questioned some
of the extravagant claims with
regard to the strength of the Ger¬
man Air Force because- such
claims did not appear
reasonable.' During the last year
we have contacted many oil ex¬

perts, familiar with Rumanian oil
production and Germany's prob¬
able requirements. At this time,
it may be interesting to point out
that the German military disasters
of the past year have been due,
in part, to lack of lubricating oil.
There are of course other factors,
which are known to everyone,
that are now exerting an influ¬
ence on the present European war
fronts. We expect the war in
Europe to end this year, although
this viewpoint is not intended as

an original idea. A

Where Do We Go From Here?

Assuming peace in Europe
eventuates in the near future, it
should be remembered that sev¬

eral years may elapse before our
soldiers return, and an even

longer period before the Far
Eastern situation is clarified. As
war production tapers- off there
will be greater percentages of con¬
sumers goods planned and pro¬
duced. r To be -explicit, bomber
lines may not be expanded, but as
huge losses are still in prospect,
we may continue producing at a

heavy rate for some time. Tank
orders have already been can¬
celled and increased production of
locomotives • is underway. We
should be well on the road to

peacetime production in industry
long before our men are home
from overseas.

If war with Italy and Germany
were to end tomorrow, it would

necessitate at least two more

years to re-establish normal in¬
dustrial activities on the Conti¬
nent. Shipments of building, ma¬
terials, foods, medicines and other
supplies would continue in heavy
volume indefinitely. Two -years

peak railroad traffic would still
be witnessed, due to reconstruc¬
tion demands at home and abroad.
We feel that the current reaction
in the market, a first step in the
correction of the year's upswing,
is due to an inability on the part
of investors to appraise the situ¬
ation clearly at the moment.

Clarification of the outlook is
certain in the next few weeks,
and based oh observations of im¬

portant industrial executives we

have contacted, this might bring
about a resumption of the'up¬
swing. Peace may not be a "fait
accompli" in the immediate; fu¬
ture, but, for all practical pur¬

poses, the fact must be recognized
chat the war is a "dead issue" as

an investment factor. Once this
is apparent to everyone, the ob¬
vious but costly procedure, would
be that of buying consumers goods
equities at fancy :* prices and
"dumping" so called war stocks
irrespective of price.

While a constructive position
toward the security markets ap¬

pears fully warranted, a great
deal may happen to common stock
earnings during any transitional
period which may , occur, and
there are definite risks which
should be considered at all times.
When stocks are overvalued on

the basis of reported net income,
there is surely no sound reason
for holding them into an unknown
period when earnings results may
be more unfavorable. In view of

uncertainties which lie ahead, we
feel it is prudent for investors to
buy only those securities where
there is not too great a premium
paid for an earnings record.

Thus, it will be seen that we
are not bullish on securities with¬
out qualification. Visions of early
peace ate disturbing to many in¬
vestors and in the recent down¬
turn in the market, "blue chips"
were, on the whole, just as weak
as issues like Lockheed and Glenn
Martin which held up relatively
well. We believe the public
recognizes that many stocks have
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not participated, to any great ex¬
tent;; in the advance of the last
year and that the so called heavy
industryand "war stocks" at
present prices may, in the long
run turn-out to be the most in¬

teresting equities for the coming
peace. '
We are completely mindful of

the, post/war .uncertainties and
the fact that no one can now pre¬
dict the future political, social or
economic status of the United
States. When the present war is
over, some people are fearful
that our problems are only be¬
ginning; others believe we will
embrace Soviet Doctrines as we

have long been combating "pink¬
ish" tendencies, and these diffi¬
culties will always have to be
faced. We question the validity
of the foregoing as a reason for
liquidation of securities.

Stocks are not as cheap as they
Were,.but at,the same time, fun¬
damentals are not as depressing
as they were. Last year, there
were many who believed that
Germany had already won the
war and, until the November
elections the political out¬
look in the United States was

viewed by most investors as being
definitely unfavorable. Today,
all is changed and the current

psychology of the public is re¬

flecting confidence in victory,
confidence in the American form
of Government and confidence in
our capitalistic economy.

Industries Without Conversion
Problems

In preparing for war many in¬
dustrial corporations found it
necessary to adapt themselves
quickly to the production of war
materials. In many cases the con¬
version to war required a com¬

plete change in normal opera¬

tions, and the employment of new
techniques. We are of the opinion
that reconversion to civilian
products can be accomplished
with equal speed at the end of the
war, but such reconversion will
cost, some corporations a great
deal more money than others.

It should be obvious that cer¬

tain companies or industries will
hold an advantage in the coming
peace period, in cases where war

operations are the same as peace
operations. Profits are bound to
be relatively more favorable for
those industries which can func¬
tion exactly the same in the fu¬
ture as they are today. For ex¬

ample there is no reconversion
problems in the petroleum in¬
dustry and operations for the war

effort are about the same as those
winessed during periods of peace.
The following industries appear
to be in the strongest position
with respect to the foregoing:

■ Non-Ferrous Metal Mining
Aviation Equipment
Iron Ore Mining
Public Utilities
Petroleum '

Railroads
Steel

'• Rubber
Aircraft
Railroad Equipment
Precious Metal Mining
Retail Trade

It of course does not follow
that the industries not listed
above have a poor outlook nor
that all securities of the above

groups are attractive. Also, there
is a partial conversion problem
affecting operations in many of
these industries which must be
considered. Steel companies with
shipbuilding facilities might have
reconversion expenses. Toluene
equipment at oil refineries might
have to be altered for other types;
of output. ;

Tank facilities at railroad

equipment companies, now being
converted, may require certain
conversion costs. However, for
the most part, the above indus¬
tries appear to be in a strong po¬
sition. In this connection, we find
that the neglected stocks in the
market are very strangely the
Same issues which have the best

outlook for immediate operations -

in the coming peacetime era with- >k
out reconversion problems to be
solved/ In general we like the -

idea of giving consideration to the
low cost of conversion back-to-
peace in the above groups.

While the conversion problem
of the mining industries is nil, it
is obvious that present huge pro¬
duction rates cannot continue in¬

definitely. Some reaction and re¬

cession is inevitable. However,
we cannot be perturbed about the
outlook for the shares of mining
companies at low prevailing quo¬
tations, which in many respects
already discount the coming
peace. Moreover, the inflationary
values in the mining group offset
any adverse features due to the
possibility of near-term shut¬
downs. , ■ /,v ' /■/

Inflationary Observations
It is very difficult for anyone

to make any definite statements
on the probable extent of infla¬
tionary forces in the coming
post-war period. It is rather
generally 'admitted that a high
national income is imperative if
we are to avoid the greater
dangers of radical inflation via
the printing press route. This ex¬

panded national income will no

doubt bring about a permanent
increase in the cost of doing busi¬
ness and the purchasing power of
the dollar will most likely de¬
cline, as price inflation cannot be
avoided.

Dislocations brought on by the
war will create othet problems of
an inflationary nature and it
seems probable that world com¬

modity prices will soar as soon as

the war ends. There will be ac¬

tive buying throughout the world 'j
of all commodities. Shortages al¬
ready exist and there is a possi¬
bility of a radical commodity in¬
flation which may be more ex¬

treme than the permanent price
inflation which seems likely to
follow at a later date. '

Our Government recognizes
these dangers and plans for in--,
ternational control, over1 prices
and supplies of essential com¬

modities and raw materials, which
move in world trade, have been
made by the Treasury Depart¬
ment. The plan may be consid¬
ered, for all practical purposes, as
the Wallace ever-normal granary '
idea expanded to global measure¬
ments. In our opinion the plans
are unworkable and we do not
see how, for example, the United
States Government can regulate
the price Bolivia receives for tin
from a purchaser in Europe.
Other examples might be cited,

but we seriously question, if the
American people or the Congress,
would authorize any such global
schemes or vote the funds to carry
them out. On the other hand,/
some 1 kind of international co¬

operation is essential after the:;
war, and it is hoped that measures
can be taken which will at leastk

safeguard the interests of all Na- *

tion$ and hasten economic sta- =

bility. Irrespective of planned
controls, we anticipate a tem¬
porary but sharp price inflation, >
in early post-war years.

Peacetime List of Attractively
Priped Stocks i

In presenting our thoughts on
the current outlook for securities
no attempt has been made to de¬
velop each idea in a comprehen¬
sive manner. As stated, we recog¬
nize that there are many uncer¬
tainties which render any kind
of an appraisal difficult. How¬
ever, we believe that in cov¬

ering the highlights of the
approaching, post-war era, based J-'
cn our interpretations and view-^
points, we may be of some as¬

sistance to others who. are now >

formulating a new investment
policy.
In the coming peace, we.expect

the shares which have suffered
most from war, i.e. rails, steels
and aircraft ' manufacturing to'
make the best comeback. :This is'
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supported by the fact that even the
most bullish financial writers

recognize that temporarily, shares
of many "blue"chips''/ are ade¬
quately priced. , While the su¬
perior peace prospects of General
Motors and Chrysler must be ad¬
mitted, we consider their conver¬
sion problem somewhat more
severe than for industry as a

whole. Still, these shares will no
doubt hold up well in the market
since reconversion for the auto¬
motive industry will be very rapid
and the costs will not prove too
burdensome for these companies.
Over the next six months the

outlook for railroad bonds, in our

opinion, remains favorable. There
will be other opportunities for
making money similar to those
which were present six months
ago in Gulf Mobile & Ohio 4s
1975. It is our belief that many

high grade stocks have reached
a temporary top and ; for, this
rdason we would prefer an invest¬
ment in some of the favorably
situated railroad bonds over the
near term. In the beginning of
this report, we have listed eigh¬
teen of the stocks which appear at¬
tractive at this time for holding
into the post-war period. A more

complete list of both high grade
and speculative equities, which
may be suitable for reinvest¬
ment, (including the eighteen
outstanding issues : previously
mentioned) are given below:
Standard Oil of California
Standard Oil of Indiana

Continental Oil

Union Oil of California
Ohio Oil

Chesapeake & Ohio /
Norfolk & Western

Union Pacific
Pennsylvania 1 • ■ V v 1 1

Santa Fe

Southern California Edison
Pacific Gas & Electric ,

Commonwealth Edison
Detroit Edison"

International Tel. & Tel.
Colorado Fuel & Iron

Republic Steel
Bethlehem Steel

U. S. Steel

Allegheny Ludlum
United Aircraft

Consolidated-Vultee
North American Aviation

Douglas Aircraft
Lockheed

Southern Pacific
Illinois Central
New York Central 1

Northern Pacific

Southern Railway * '
Homestake Mining
U. S. Smelting
Hudson Bay
Noranda.'

Mclntyre Porcupine
International Nickel
Kennecott

St. Joseph Lead
Anaconda v .

Phelps Dodge
Westinghouse Airbrake
American Locomotive

Lima Locomotive

General Railway Signal
Pullman

Firestone Tire " \

U. S. Rubber

Montgomery Ward
Goodyear
Goodrich

Allis Chalmers

Walgreen
United Fruit

National Lead

Swedish Income And Purchasing Power During

A study of the development of income and excess purchasing
power in Sweden since the outbreak of the war was recently released
by the Swedish Business Cycle Institute. A summary of the more

important findings follows: ' '
Salaries and wages rose by 32%, or from 4,300,000,000 kronor in

1935 to 5,700,000,000 kronor in 1942. (A krona has a present value of
23.85 cents, United States cur-<S>
rency.) Of this expansion 6%
took place in 1940. In 1941 the
1940 figure was increased by 9%,
while during 1942 the 1941 figure
increased by 14%. The study
states that the accelerated rate of
increase in 1942 could be traced

directly to expanding production
and employment, as well as to an
upward adjustment of industrial
wages; f.-f

Net income to farmers increased

slightly more, or by about 35%
during the period 1938-39 through
1942-43. During the same period
income from the sale of lumber
more than doubled, or from 140,-
000,000 kronor to 350,000,000
kronor. '/

v .
; Estimates as to the national in¬

come for the four war years indi-
dicate a corresponding increase of
32%, or the same as that of sal¬
aries and wages. The two in¬
creases, however, while reaching
the same level of 32% did not fol¬
low parallel lines. Whereas na¬
tional income rose rapidly during
the first two years, the rate of in¬
crease slowed down during 1941
and 1942. Wages and salaries rose
more slowly at first, the largest
increase coming in the 1941-42
period. >

In 1939 the national income was

10,900,000,000 kronor. It rose to
14,400,000,000 kronor in 1942. The
rate of increase was 14% in 1940
compared with an increase of only
6% for salaries and wages in that
same year. Then, in the period
1941-42, when salaries and wages
increased by 14%- over the preced¬
ing period, the national income
rbse only 7%." An explanation of
the rapid rise in the national in¬
come during the first years of the
war is that it was due chiefly to
the increased, partly fictitious,
earnings of business enterprises in
connection with revaluations of
inventories. As the war continued
a- readjustment took place,- and
evidently a larger part of the pur¬

chasing power was then left with
the consumers.

Large Government Expenditures
Aided Income Rise

Extraordinary expenditures by
the Swedish Government during
the period 1939-1941 are believed
to have been responsible for an

increase of 1,800,000,000 kronor in
income payments to individuals
during that time. Private capital
outlays during the same period
were reduced by some 300,000,000
kronor. It is estimated that state
and local governments accounted
for 18% of the gross national ex¬
penditures in 1942, as against 8%
in 1939. However, while the Gov¬
ernment expenditures accounted
for 97% of the total increase in

gross national expenditures of the
sum of 1,600,000,000 kronor for
goods and services during 1939
and 1940, only 250,000,000 kronor
out of a total of 1,150,000,000
kronor increase in 1941-42, repre¬
sented Government expenditures.
Private ; consumption accounted
for 550,000,000 kronor of the 1942
increase, and business investments
for some 300,000,000 kronor of the
balance.

Depletions of inventories have,
of course, taken place during the
war years. Thus, the value!; of
available supplies of food items
and farm products, when calcu¬
lated at 1939 prices, is now esti¬
mated to be some 200,000,000
kronor less than normal, while
stocks of certain industrial raw

materials and products have de¬
creased by some 100,000,000 kron¬
or. On the other hand, reserve

cordage of wood for fuel has been
added to considerably because of
the present and anticipated coal
shortage. '
The increase in income pay¬

ments to individuals has not been
matched by a similar rise in priv¬
ate consumption. Thus, during
1942, the outlays for foods de¬

creased to a level 17% below that
for; 1939, showing a deterioration
in the general standard of living
in Sweden. And yet the cost of
the. lowered consumption in 1942
is placed at some 20% above the
cost for the greater and more di¬
versified consumption in 1939. Al¬
though this increase in costs thus
took away the largest part of the
increase in total income (30%), a
considerable excess purchasing
power was created which was not
absorbed by other higher prices,
or by higher taxes. Consequently
individual savings rose from 1,-
200,000 kronor in 1939, to 2,500,-
000,000 kronor in 1942.
The following figures (in mil¬

lions. of kronor), showing the
value of private consumption, in¬
dicate the price increases:

1939 1941 1942

3,345 4,066 4,271
1,363 1,399

Food item-—

Clothing 1,184
Furniture, „ .

appliances - 851
Rent 975

Fuel 440

Miscellaneous. 890

957

1,003
650

797

1,129
1,029
719

922

•: Total —„ 7,^85 8,836 9,469
Industrial re-investment in

in plants and facilities is, on the
whole, believed to have been
maintained. The extraordinary
demand for machinery and tools
by Industries working on defense
orders had to be met, but require¬
ments of other industries have
also been reasonably well taken
care of, and consequently no
actual decrease in plant invest¬
ment has occurred. From 1939 up
to and including 1942, the Swedish
merchant marine suffered a loss

of tonnage which, at 1939 prices,
amounted to about 100,000,000
kronor. Cattle stocks have also

been reduced in value by some

180,000,000 kronor because of
forced slaughter during the poor

crop years of 1940 and 1941. On
the other hand new investments of

some 400,000,000 kronor have been
made in hydro-electric plants, and
of some 700,000,000 kronor in new

housing. . V ' ;

Understanding Between Govt., Private Interests
Must Precede Post-War Building: Mullenix
A healthy post-war increase in new residential building must

be preceded by a firm understanding between the Government and
private interests involving at least three points necessary to insure
a stable real estate market, a fair policy of taxing Federal housing
units and avoidance of the Government becoming an unnatural com¬
petitor in the rental housing field, according to a statement on

Aug. 22 by Charles A, Mullenix,<$ __—.

President of the Mortgage Bank- the country will find that real es-
ers Association of America. The

three-point program cited in¬
cluded the stipulation that de¬
mountable wartime housing must
be considered as purely emerg¬
ency construction.
Mr. Mullenix's statement was in

connection with a special confer¬
ence on post-war city planning
which the Association will sponsor
at its 30th annual business meet¬

ing and Conference of Post-War
Planning in Chicago Sept. 23, 24
and 25. Two other special con¬
ferences are scheduled, one on

post-war mortgage planning and
a third on post-war construction.
At the post-war city planning
conference, Earle S. Draper,
Deputy FHA Commissioner, and
a widely recognized authority on
the subject, and Charles T. Stew¬
art, Director, Urban Land Insti¬
tute, will be principal speakers.
The second point concerned

temporary housing which, „ Mr.
Mullenix said, the Government
must not later re-define as per¬
manent housing. Such a policy,
he added, would have a disaster-
ous effect on the real estate mar¬

ket, create miserable housing con¬
ditions -in many cities and do
much to disorganize municipal
conditions. A fact often ignored,
he pointed out, is that practically
all of the temporary wartime
housing has been built with little
or no regard for local building re¬
quirements and zoning limitations?
Much of it has been poorly built
and is likely to deteriorate
rapidly.
The third point concerned

finding a solution to a fairer
method of taxing federal housing
units. Unless some realistic ap¬

proach is made to this problem

tate owners, already burdened
with an excessive tax load, will be
further strained by bearing a sub¬
stantial part of the taxes which
Federal housing units should be
paying. The present method of
partial or token payments should
be abandoned, Mr. Mullenix said.

Curb Rule Amended On

At a regular meeting of the
Board of Governors of the New
York Curb Exchange held Aug.
18, paragraph (c) of Rule 416,
which reads as follows: "(c) No
member shall take or carry a

speculative account or make a

speculative transaction in securi¬
ties or in commodties in which
account or transaction any em¬

ployee of such member or any

employee of another member,
member firm or partner thereof
is directly or indirectly inter¬
ested," was amended to read as
follows:

"(c) No member shall take or

carry a speculative account or
make a speculative transaction in
securities or in commodities in

which account or transaction any

employee of such member or any

any employee of another member,
member firm or partner thereof is

directly or indirectly interested,
unless the prior written consents
of the employer and of the Com¬
mittee on Member Firms have

been.,obtained,
The amendment is effective im¬

mediately.
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A Moratorium On F.P.C.

Original Cost Proceedings
necessitates (1) determination of
a cost incurred by someone else,
i. e., by a utility enterprise that
owned the property at an earlier
time, and (2) the reclassification
of accounts so that the cost to a

prior owner instead of the cost to
the present owner will be stated
in the present owner's books. It is
easy to understand why the elec¬
tric utility industry, on the whole,
has deprecated the innovation.
Indeed, original cost .accounting
is sufficiently bizarre to invite an
inquiry into the events that led
to its espousal by regulatory
agencies.
Both historically and in pros¬

pect, original cost accounting is
closely related to utility rate de¬
termination, and therefore is of,
special interest to the utility in¬
vestor. The trouble began back in
1898, when the United States Su¬
preme Court held, in effect, that
government regulation of a com¬

pany's rates must not deprive the
company of an opportunity to earn
a fair return based upon the
present value of its property. In
the same decision, the Court also
stated that the original cost of
construction and the present cost
of reproduction of the property
are among the factors that should
be considered in determining its
value. In the 1920s, after State
public - service commissions had
grown in number and in power,
the Supreme Court tended to re¬

quire that, in applying the 1898
rule, great weight be given to
present cost of reproduction in
contradistinction to original cost
of construction. It was also in the

1920s, that the late Justice Bran-
deis led a crusade for a reversal

of the 1898 rule that required rates
to be based on present value. He
maintained that rates ought to be
based instead upon prudent in¬
vestment. Some regulatory offi¬
cials and other persons interested
in utility regulation sided with
Brandeis—partly, no doubt, be¬
cause prudent investment was

generally lower than present
value, for values had been rising
during most of the twentieth cen¬

tury, and the use of prudent in¬
vestment in place of present value
in rate determination would there¬
fore have resulted in lower rates.
It is doubtful, however, whether
its advocates have always been
unanimous as to the meaning of
prudent investment. The appar¬
ent meaning is investment pru¬
dently made in the corporate en¬

terprise that is being regulated,
rather than in the company that
constructed the property. The
present writer is firmly convinced
that Brandeis, in propounding the

(Continued from first page)
theory, was thinking of invest¬
ment in the regulated company
rather than investment in a prior
enterprise.
At all events, the present value

rule enunciated in 1898 was still

law, and the regulatory bodies
were prevented by court decisions
from use of prudent investment as
a base on which to determine fair
return for rate-making purposes.
And so—not by a neat, express

pronouncement of * intention but
by the tendency of day-to-day
decisions—they achieved a some¬
what similar result by indirec¬
tion: they gave more and more

weight to original cost as evi¬
dence of value. Thus they re¬
mained within the letter of the
1898 rule. The change occurred
in the 1930's. In the 1920's, the
courts had insisted on the giving
of great weight to reproduction
costs as evidence of value; but
subsequently, especially after in¬
ception of the New Deal, the
courts, although they still insisted
upon the present value rule, be¬
came increasingly liberal in the
weight that they permitted to
be given to original cost in the
determination l5f present value.
It should be remembered that

original cost, under the 1898 Su¬
preme Court pronouncement,
meant cost of construction, i. e.,
in many cases cost to a prior
company. It was very different
from prudent investment in the
present company.

Thus the commissions were pre¬
vented by the 1898 rule from
using investment or prudent in¬
vestment as a rate base and were

thrown back, in their efforts to
reduce rates more rapidly, upon
a circuitous device, i. e., upon the
use of original cost as primary
evidence (and perhaps almost the
equivalent) of value for rate-mak¬
ing purposes. Under the circum¬
stances, they apparently felt it
would be desirable, as soon as

original cost was determined, to
enshrine it in the accounts of the

regulated company. Then it would
appear that a commission, in re¬

quiring that a company's rates be
sharply reduced, was basing its
determination upon the company's
own book figures! The ultimate
result would be even better than

any possible effect of the use of
Brandeis' relatively conservative
prudent investment theory; for
original cost to the first utility
owner of the property was gen¬
erally lower than the subsequent
cost, at higher value levels, to
the present, regulated company,
and its use would therefore result
in lower rates than could be
achieved by use of prudent in¬

s
s
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vestment. Accordingly, the com¬
missions began to require original
cost accounting. The Wisconsin
Commission led the way in 1931,
and the New York Commission

followed with original cost re¬

quirements effective in 1934. At
present, most of the public service
commissions, both State and Fed¬
eral, have imposed original cost
accounting requirements.
Under those requirements, the

original cost of plant must of
course be set forth in a plant ac¬
count; It cannot be too strongly
asserted, for it has generally been
overlooked, that this is not an ad¬
justment to the prudent invest¬
ment theory but is instead a far
more radical step. It would cer¬

tainly be consistent with the con¬

cepts of orthodox accounting to
require investment, even only
prudent investment, in a present
company to be set forth in that
company's accounts. But to re¬

quire original cost, as defined, to
be carried on a company's books
instead of the company's invest¬
ment, is to imply that the com¬

pany's management, and public
service commissions in so far as

they control that management, are
responsible only for the protec¬
tion of original cost, of an invest¬
ment that no longer exists as such
and that has been replaced by
a present investment for which no

one is responsible. *

As book value prior to original
cost reclassification was generally
higher than original cost, * the
excess has to be stated, at least
temporarily, in one or morq, sep¬
arate plant accounts. Disposition
of the amounts in those separate
plant accounts presents a delicate
and vitally important problem;
for, if they are eliminated by
charges against surplus or income,
the adverse effects on the common

stock equity may be staggering.
Accordingly, when the Federal
Communications Commission or¬

dered telephone companies to seg¬
regate in a separate account the
difference between original cost
and cost (generally higher) to the
accounting company, forty-four
telephone companies brought suit
to set aside the order. Especially
in view of certain language in the
prescribed system of accounts, the
telephone companies feared that
the amount in the separate ac¬
count would have to be corn-

plenty written off out of surplus.
The Supreme Court stated that
such a requirement of complete
elimination would give force to
"the contention that the effect of
the order is to distort in an arbi¬

trary fashion the value of the as¬

sets." However, the Assistant At¬
torney General informed the
Court that the FCC construed its
order relative to the separate ac¬
count as meaning that amounts
deemed "to represent an invest¬
ment which the accounting com¬
pany has made in assets of con¬

tinuing value will be retained in
that account until such assets
cease to exist or are retired." The
Supreme Court regarded that
statement as binding upon the
FCC, and therefore (in 1936) it
held the FCC order valid. In spite
of the adverse decision, utility
companies were somewhat re¬

lieved by the assurance that the
Court had given them that no

part of their actual investments in
plant would be written off.

But more recent developments
in FPC proceedings have been dis¬
quieting. By a prescribed system
of accounts, effective since 1937,
the FPC has required that excess
of cost to the accounting company
over original cost be placed in a

separate account; and that write-
ups that have brought book value
above cost to the accounting com¬
pany be*placed in another separate
account. In its decisions to date,
the FPC appears to have required
elimination of amounts in both ac¬

counts. The method of elimina¬
tion varies with the circumstances
of the particular case, but for the
most part it has to be achieved
by charges to earned surplus, or
to a capital surplus created for
the purpose, or to future income.
Thus, the equity suffers, either
directly by diminution or indi¬
rectly by charges to future earn¬

ings. There can be little objec¬
tion, of course, to elimination of
real write-ups, i. e., amounts
properly in the second of the two
separate accounts above referred
to. But a utility company may

perhaps justly demur to forced
elimination of what it considers
to be actual investment made by
its own investors, even if that in¬
vestment happens to be higher
than the t investment (original
cost) made by other people in a

predecessor company.

Looking at the matter broadly,
then, one may distinguish two
separate, • basic requirements in
the FPC orders relative to origi¬
nal cost: (1) original cost must
be determined, and (2) plant must
be carried at (substantially) orig¬
inal cost in the company's ac¬
counts. Somewhat different con¬

siderations are involved in the
need for a moratorium on activ¬
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ities related to each of those basic

requirements.
In peace time, there may be a

reasonable difference of opinion
as to the desirability of original
cost studies. < Original cost, once

determined, may be useful (to¬
gether with other data) as evi¬
dence of the value of plant for
rate-making purposes. On the
other hand, the FPC has shown
some tendency to use original cost
not as evidence of value but in

place of value, and to fix rates at
a level that will produce a fair
return based on original cost. As
the FPC is of course aided in this

tendency by the availability of
original cost figures, the utility
investor ^ may Well regard origi¬
nal cost studies as themselves sin¬

ister—especially in view of the
changed attitdde of the courts;
The Supreme Court has greatly
weakened the old 1898 rule that

required fair return to be based
upon present value, and a 1942
decision may have been the death
blow. However, one cannot yet
tell exactly how far the Court will
permit the FPC and other com¬

missions to go in evolving their
own rules of rate-making. The
decision to be rendered in the

Hope Natural Gas case, now pend¬
ing before the Supreme Court,
may soon shed some light on the
question whether a commission
can bring about rate reductions
by basing fair return directly upon
original cost. (No opinion is here
expressed or implied as to the
proper or probable decision to be
reached in that case.) ...

Great concern has been caused
also by the tendency of the FPC
to exclude from original cost the
cost of intangibles as well as

amounts which, although genuine
items of cost, were originally ac¬
counted for as expenses and were

therefore not capitalized. Hence,
it appears that the original cost of
property as determined under FPC
standards is lower than the true
investment made by the first util¬
ity owner of the property. It may
well be argued that rates fixed to
provide a return on an original
cost so determined would have
been unfairly low even for the
investors in that prior company,
which incurred the original cost.
Among the significant argu¬

ments against use of original cost
as a basis for determination of fair

return, and therefore against the
need for original cost studies, is
the probable removal of an in¬
centive for the creation of inte¬
grated electric utility systems;
The integration of electric prop¬
erties constitutes one of the pur¬

poses of the SEC-administered
Public Utility Holding Company
Act of 1935. However, acquisi¬
tion of properties for the purpose
of integration can generally be
achieved only by payment of a

purchase price higher than the
original cost of the properties.
But if the integrating utility enter¬
prise knows that, even after inte¬
gration, it cannot earn more than
a return based on original cost,
it will of course be loath to pay
more than original cost, and the
integration will therefore prob¬
ably not take place. . '■'*"■
Further, the expense incurred

by utility companies in making
original cost studies must ulti¬
mately be borne, at least in large
part, by consumers of utility serv¬
ice. And it is doubtful whether
that expense and the consequent
public burden are fully counter¬
balanced by the supposed advan¬
tage to be gained in the effective¬
ness of regulation by the avail¬
ability of original cost figures. For
two or three decades, the public
service commissions have brought
about almost continual electric
rate reductions, so that electric
rates are now only about half as

high as they were at the time of
World War I; and the commissions
have been able to bring about
those reductions without the aid
of FPC-required original cost
studies. Surely, then, there is no

urgency involved in those studies.
Whether or not they are desirable,
there is at least no great need that
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they be completed and approved
in 1943 rather than, say, in 1946.
Accordingly, as the man-hours
used in connection with those
studies are now needed for the
war effort, it is obvious that orig¬
inal-cost determination ought to
be temporarily deferred.
The second basic requirement is

that plant accounts be reclassified
and restated to reflect original
cost and (after elimination of sub¬
stantially the entire amounts in
the two separate accounts to
which I have referred) nothing
but original cost. This require¬
ment of course presupposes com¬

pliance with the requirement that
original cost be ascertained. It is,
however, subject to additional and
perhaps even more forceful ob-

'

jections. For one thing, a balance
sheet that sets forth the original
cost of plant instead of cost to
the accounting company will not
give prospective investors the
sort of information that they ex¬

pect to receive from a balance
sheet. It will therefore be, in a
sense, deceptive. \ • :
Far more serious is the effect

'

on the value of equities. To the
extent that the amounts to be
eliminated from the plant ac¬
counts of a company can be and
are written off through charges
to a capital surplus created for
the purpose, the book value of the
equity will be reduced. This need
not, in itself, adversely affect the
equity investor, but it will ad¬
versely affect him if (1) the FPC
or a State commission succeeds
in requiring rate reductions to re¬
flect the changed book values, or
if (2) the creation of the capital
surplus so greatly reduces the
stated value of the common stock
that declaration of a substantial
dividend on the stock would em¬

barrass the management because
of the high ratio of the dividend
to the stated value of the stock,

; or if (3) the SEC determines that,
in view of the small equity, com¬
mon stockholders ought to have
less voting power. In the last of
these three contingencies, bond¬
holders or preferred stockholders
may be required to take common
stock in place of at least part of
their present securities.

So far as the amounts to be
eliminated are charged against
earned surplus or are amortized
by charges to future income, fu¬
ture dividends will almost surely
be* eliminated or reduced. Of

course, the minimization of book
assets and book equities—whether
by ♦ charges to capital surplus,
earned surplus, or future income
—will also make future rate re¬

ductions appear less harsh, and
will therefore tend to support the
demand for lower rates. Thus the
equity investor is hit twice and,
where the equity is slim to begin
with, senior security holders may

1 also feel the pinch. At the same

time, it is hard to see any real
counterbalancing advantage, much
less any real urgency, in the re¬
classification of accounts. The
supppsed advantage to consumers
of electric service, resulting from
the support that the new accounts
will give to demands for rate re¬
ductions, hardly merits serious
consideration; for rate reductions,
so far as they are justified, can
be achieved without that support.
Rate regulation is supposed to
bring rates in line with economic
realities, not with book figures.
It is particularly important for the
commissions to remember this at
a time when, because of general
inflation, increased, not decreased,
returns to utility investors may
be necessary if utilities are to
compete successfully in the mar¬
ket for capital; and, if the com¬
missions forget, the legislatures,
which have created the commis¬
sions and from which the commis¬
sions derive all their powers, may
be obliged to act.
In short, the reasonable differ¬

ence of opinion that exists as to
the desirability, in peace time, of
original cost studies has no coun¬
terpart with respect to the ac¬
counting changes which, according

to the FPC,. must follow those
studies. (In truth, one ought not
refer to the latter as merely ac¬

counting changes. They are, to
some extent, changes in financial
status, effected under the guise of
accounting regulation.) The valid
arguments on the question of the
desirability of the changes are
almost wholly adverse. Even in
peacetime, therefore, the discon¬
tinuance of original cost account¬
ing requirements would be clearly
desirable. In war time, it is bad
enough to have man-hours of
work diverted to non-essential

activities; but to have work ex¬

pended upon activities that are
not merely non-essential but also
positively destructive, is doubly
vicious.

Analysis of the FPC original
cost requirements, as adminis¬
tered, leads, then, to the follow¬
ing major conclusions: \ '

1. In peace time, it would be
doubtful whether the FPC ought
to require original cost studies.

. 2. At all events, original cost
studies are not urgently needed.

3. A moratorium on original
cost studies for the duration is
therefore desirable. -

4. The FPC original cost ac¬

counting requirements serve no
constructive purpose.

5. Those requirements result in
unorthodox accounting and will
probably d e s tr o y substantial
equities. ■ \: ..■ •

6. Even in peace time, Congress
would therefore be justified in
establishing a discontinuance of
those requirements. .

7. In war time, a moratorium
of the FPC original cost account¬
ing requirements is imperative.

NY Curb Amends Rules
On Special Offerings
The New York Curb Exchange

announced on Aug. 19 that the
rules of its Board of Governors

covering special offerings have
been amended in the following re¬

spects: '
(1) To permit over allotments

up to 10%. .. \.::V
(2) To prohibit a member or

member firm from receiving any

part of the special commission in
connection with any purchase, not
only as at present for his or its
own account but also for the, ac¬
count of any other member, mem¬
ber firm, or partner of a member
firm.

(3) To simplify the language of
Rule 564 covering the printing of
special offering transactions on

the tape.
(4) To delete the present re¬

quirement to reconfirm essential
details of special offering trans¬
actions on statements of account.

(5) To make more specific the
disclosure to customers called for

by Rule 566 (b) and (c).
The present rule calls for dis¬

closure of the "terms and condi¬
tions." The amendment describes
what those terms and conditions
are.

. (6) In connection with infor¬
mation called for in considering
an application for a special offer¬
ing, to require weekly instead of
daily price range and volume of
the security for a period of six
months prior to the date of the
proposed offering.
(7) To provide for a minimum

effective period of 15 minutes and
to remove the present requirement
to keep an uncompleted offering
open at least three hours, but in¬
stead to require that the uncom¬

pleted offering may not be ter¬
minated without Exchange ap¬

proval.
(8) To permit the inclusion in

the special offering of stock ac¬

quired in stabilizing during the
life of the special offering.
Similar changes in the New

York Stock Exchange's rules cov¬

ering special offerings were noted
in these columns of July 22, page
320.

HOLG Making Progress In Liqaidation—
Total Loans And Properties Reduced 53%

Aided in speeding its program of liquidation by the favorable
economic conditions of the past year, the Home Owners' Loan Cor¬
poration—created by Congress in 1933 to block the landslide of
depression foreclosures—has now reduced its aggregate of loans and
properties by 53%, it was reported on Aug. 28. It has liquidated
its mortgages, and other investments required in the emergency
financing of a million homes, fronv3>—
a total of $3,484,000,000 to approx¬

imately $1,632,000,000, according
to a statement by John H. Fahey,
Commissioner of the

, Federal
Home Loan, Bank Administration.
Information regarding the corpo¬
ration's liquidation progress, based
on figures of June 30, is also pre¬
sented as follows by the Loan
Bank Administration:
"Over the past fiscal year,

HOLC reduced its balance of
loans and acquired properties by
16%, the Corporation's most rapid
progress in liquidation for any
year., • ' . •.

"More than 110,000 of HOLC's
borrowers are voluntarily making
monthly payments above the
amounts due, thus bringing them
nearer to debt-free ownership.
Such advance payments for the
past year equalled $134,800,000, as
compared with $90,000,000 for the
previous twelve months.
"More than 243,000 original bor¬

rowers and purchasers of HOLC
houses have paid off their ac¬
counts in full, 82,000 of them dur¬
ing the past year alone.
"Of the 195,600 properties which

HOLC has been forced to take

over, 171,000 or 87% have been
sold.

.,.f V'
"Payments of principal received

by HOLC reached the record peak
of $276,000,000, which was $42,-
600,000 above the total for the
year before. -: yV.--'
"Personnel employed by HOLC

declined 30% in the past year, and
administrative expenses have been
reduced accordingly. < There are
now about 3,500 employes, as com¬
pared with a peak of over 21,000."
Mr. Fahey also reports:
"HOLC was created to combat a

social as well as an economic dis¬
aster—to supply relief as well as

credit. During the years 1933 to
1936, it took over the defaulted
mortgages of more than a million
families in the amount of $3,000,-
000,000. Later the Corporation
was obliged to advance additional
funds to many of its borrowers for
insurance and taxes, and to re¬

pair properties it had acquired
through foreclosure and to as¬
sume legal costs and delinquent
interest in foreclosure cases. Thus,
gross investments of HOLC in its
debtor and property accounts from
the beginning of operations up to
June 30 amounted to $3,484,000,-
000. This total has been reduced
to a balance of $1,632,000,000 or
53.1%, by an orderly process of
monthly collections and sale of
properties.
"In its sales of properties, HOLC

has taken a loss of $254,000,000 on
their capitalized values, including
selling commissions. However, in
the capitalized figure are included
loan balances and unpaid interest,
tax accumulations and costs of
foreclosure and reconditioning.
The book losses, therefore, include
the cost of assistance to those bor¬
rowers who eventually had to be
foreclosed.

"These cumulative losses were

offset in part by more than $189,-
000,000 on net income, remaining
after HOLC had paid its operating
expenses and the interest on its
bonds. Accordingly, the net defi¬
cit of the Corporation on June 30
was approximately $65,000,000—
less than 2% of its total invest¬
ment in loans.

"The majority of the present
741,000 HOLC borrowers and
purchasers of acquired properties
are now meeting their monthly
payments of principal and inter¬
est promptly. But a substantial
number of HOLC borrowers, who
have made slow progress in reduc¬
ing their debt, still require con¬
tinuous contact and attention to

encourage them, to keep their pay¬
ments current and reduce their

mortgages to a point which will
enable them to escape loss of their
homes during any period of un¬

employment." V

To help prevent its borrowers
from lapsing into tax delinquen¬
cies, theeCorporation has arranged
to accept payments for their real
estates taxes and insurance on a

monthly basis. As of June 30, a

total of 421,000 such accounts were
in effect. HOLC refinancing
loans, it is pointed out, originally *

called for payments to be spaced
over a period of 15 years. It is
further stated that:

"Beginning in 1939, about one-
fourth of the total of a million
lopns were extended up to a max¬
imum of 25 years, pursuant to an
act of Congress, in order to give
those borrowers a further oppor¬
tunity to overcome their arrear¬

ages. Although the condition of
these loans had improved stead¬
ily, the reduction of the monthly
payments necessary in making the
extensions has somewhat retarded
HOLC's rate of liquidation."

Treasury Drops Plan
For Individual

Excess-Profits Tax
The Treasury is not considering

an excess-profits tax on individ¬
uals as a means of raising new

revenue, Secretary Morgenthau
revealed after a recent meeting
between Treasury officials and
the heads of other Government
agencies seeking to formulate a
tax program. In July, the House
Ways and Means Committee re- >

quested the Treasury and its own
tax staff to study the feasibility
of an individual excess profits
tax.

. - ;

A special memorandum listing
five reasons why "such a tax does
not appear to be desirable" has
been prepared by Treasury tax
experts.
The reasons, reported in an In¬

ternational News Service Wash¬

ington dispatch 'of Aug. 17 fol¬
lows: . ..

. v .

"1. It would reduce incentive

necessary for maximum war pro¬
duction.

"2. It would discriminate

against several groups of income
recipients.

"3. It would be difficult to ad¬
minister with adequate complete¬
ness to prevent substantial eva¬
sion.

,

"4. It would contribute little to
the control of inflation.

"5. All factors considered, the
same amount of revenue could be
raised more readily by other
measures." v
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"Our Reporter On Governments"
By S.F. PORTER

The remarkable thing in the Government bond market today is
how those 2% issues are holding up. . . . They're actually rising in
price!' . . . Just prior to the largest financing in the history of the
United States, just a few days before the opening of the most high-
pressure drive of all time to sell exactly that type of bond! . . . Look
at the list and you'll see it for yourself. ... As of this writing, the
2s of September, 1952-50 are bid at 100.19. ... The 2s of 1955-51 are
bid at 100.16. . . . The entire market for intermediates is steady to
strong! . . . And in another few days, we'll be getting an offering of
2s of 1953-51, an issue placed right in that price range. . . .

Of course, the natural move for these outstanding 2s would
have been downward. . . . Not much, admittedly. . . . But still,
slight weakness would have been logical and would have been
shrugged off by observers as to be expected....

But no. . . . The 2s are holding above the V2 point premium
mark.. . . And without official support, according to all authori¬
tative reports. . . . The buyers?. ... All sorts, institutions and
traders. . . . The usual selection, as the experts see it. . . .

The whole market, in fact, is acting beautifully. . . . Indicating
that earlier fears about a sloppy September drive were, exaggerated.
... As this columnist insisted was the case. . . . And indicating that
there will be premiums on the new bonds—on the 2s, especially—
despite the, unquestionably tremendous size of the loans. ...
HOW MUCH?

Guessing at the possible subscription total to the September
1 drive is a bit on the impertinent and foolish side at this moment, but
it may be taken for granted now that the $15,000,000,000 goal will be
reached. . . . The market is telling us that. ... The undercover
preparations for "pressure" on every individual and institution in
the nation suggests only that outcome.. . . How much? .,. Well, that's
a hard one, but figure between $16,0t)0,000,000 and $17,000,000,000 and
you may be around it. . . . Possibly the higher total too. . . .

And that just from non-commercial bankers. ... At the begin¬
ning of October—maybe the 3rd, maybe the 6th or 7th or 8th, but
certainly after the public drive is closed—the commercial banks will
be given a chance to subscribe to certificates of indebtedness and to
2% bonds. . . . How much the offering to them will amount to will
depend upon the extent of the public oversubscription. . . .

But adding it altogether, it appears that the minimum of cash
that will be raised between September 9 and October 9 will be $18,-
000,000,000 to $20,000,000,000..,.. . ..;

And if you want a more specific—and more significant estimate-
it appears that the total of the new 2% loan will surpass the $10,000,-1
000,000 mark. Imagine it! ... -

Yet, the premium on the 2s is looked for with confidence by
virtually all experts. ... . Maybe %s, the way the market is acting
now. . . . With the outstanding 2s holding that % premium level, a
%% premium within a fortnight after-trading is permitted seems
entirely within reason. ...

This is going to be the most active period in Government finance
in all American history. . . . Get set for it now. . . . Don't wait. .

For example: ;
If you've any selling under consideration to be in shape for

new subscriptions, don't wait for the beginning of the drive to
complete your transactions. ... There's a good chance that any
large-scale liquidation will be frowned upon and even investi¬
gated during the period of the campaign.... So, get it out of the
way now. . . . Be completely in position to move into your new
securities when the date for buying rolls around. ... ?

And if you've any switching operations in outstanding bonds to
handle, do them now. Don't wait for another 32nd or so to act.
. . . You may get caiight in unusual market spreads and trends if you
do. . . . And when the books on the various issues open, you want to
be ready to concentrate on the business at hand, not on deals that
could have been managed prior to that day. .

A POSSIBLE SWITCH •/. '•
Historically, the 2%s of 1965-60 have sold Vz point above the

23/4s of 1963-58 and the 2%s of 1959-56, the other two long-term
tax-exempts.

At the moment, the spread between the 65-60s and the other two
maturities is only *4 point. . .

Indicating that the 65-60s are lagging behind. ... Which repre¬
sents the liquidation that has been going on in this issue in recent
weeks. . . . Also the "shake-down" in the price of that bond from
112.30 to close to the 112 level. . . . The 2%s of 1965-60 now are
around 112Vs. ... .

Notice

To Holders of Foreign Securities
The Treasury Department requires a valuation, prior to
Nov. 1,1943, of all Foreign Securities held by individuals
in this country. J;,' .

For the May 31, 1943 prices
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QUOTATION RECORD.
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QUOTATION RECORD.
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The Securities Salesman's Cornei
Perseverance Is An Essential Quality Of Successful

Salesmanship
There is a natural tendency for most of us to follow the lines

of least resistence. We like to ease up on our efforts during periods
when the going begins to run smoothly. The freedom of action and
the independence that most investment salesmen enjoy during the
hours of their ^laily work can lead to a progression of deteriorating
work habits which may handicap even the best salesmen unless such
tendencies are carefully held in check.

If there is any business where persistent effort brings its own

reward, it is the securities business. Time and again, investment
firms have done some intermittent advertising—an ad here and an¬
other there—on one subject, then another—finally, the whole thing
was charged off as a loss. Of course, such advertising couldn't re¬
sult in anything else but failure. On the other hand, we know of
one firm that started a campaign of advertising in its local papers
about five months ago. It used the same type of layout and the same
size ads, week in and week out. It kept plugging away with adver¬
tisements designed to build up confidence and to encourage investors
into making inquiries. The ads were short and they were interesting.
They talked to people about securities in a language they could
understand. At first, the results were slow in getting started, then
they gradually increased. Today, after five months of plugging away,
and right through the slow Summer months at that, this firm is
cashing in on its advertising campaign and is thoroughly satisfied.

This lesson can be applied to every phase of the securities busir
ness. The individual salesman who keeps on plugging away, day in
and day out, planning his work, and working his plan, will eventually
build up his business to a point where success-is automatically in¬
sured. _ ;.vj ■" y ' ^

There is another psychological factor which favors the persistent
worker. Conscientious work habits are cumulative. The more we

overcome habits of procrastination and laziness, the stronger our
work habits become. After a while discouragments and obstacles
become less imprtant, and work itself turns into a pleasure and a
satisfaction instead of a chore. When a salesman gets into this frame
of mind, he's on the way to success. He's too busy to worry over
obstacles, his mind is filled with creative ideas, he doesn't think of
loafing because he's deriving more real pleasure out of work than
out of anything else he could do. ^

If you are going to use direct mail, have a plan and stick to it,
don't try to sell one hundred different securities all at one time, but
pick out a few issues and keep hammering away until you get re¬
sults. If you use the newspapers, tie your campaign together. Have
a policy and tell people about it. Make the ads talk to people in the
sort of language they can understand. Use the same position in the
paper every time you advertise. Stick to the same days of the week.
Use the same size ad and similar types'of layout. Keep plugging
away at the same ideas until you create a definite response. In re¬
gard to personal solicitation, know your securities, select your pros¬
pects carefully, analyze their wants and preferences as well as their
individually idiosyncrasies; and make those calls regularly, consist¬
ently,, day in and day out. ! : y , ' / V

There may be other ways to promote* business, but in the long
run, we know of no surer road to success than that which comes from
planned, systematic, persistent effort.

Which suggests a turn may be made in sale of the shorter-
term 2%s and in purchase of the 65-60s.. .. In fact, a permanent
switch if you're interested in tax-exempt bonds for the long pull.
. . . Which may be taken for granted if you're in this section
of the market in the first place. .. .

Also. ... The 2%s of 1960-55 and the 2%s of 1965-60 are
now selling at identical prices. . , . Both bid at 112.4 at this t

writing.,. . ' V. v,.'
_ ..'Vy../ .

While it's tradition to expect a shorter-term bond to sell higher
than the longest-term issue of its type outstanding, the tradition
no longer holds in this instance. . . . Because the longer the tax-
exempt bond these days, the more attractive it is. . . . ; • v

So another even switch may be from the 2%s into the 2%s. . . .

Freezing your profit in the 27/ss, taking a slight cut in coupon but
obtaining an increase in yield from 1.71% to 1.91%. . . . ' ,

INSIDE THE MARKET .

Bids are picking up in the tax-exempt lists with the key issue—
the 65-60s—acting extremely well. ... Report is sellers are not
willing to accept shaved offers any longer. . . . They want a 32nd
or so more each time they offer a block of the exempts. .

Insurance company selling in the exempts is just about over. . . .

Story is companies not only have completed their liquidation prior
to this drive but also have finished their long-term program of mov¬
ing out of the exempts and into the long-term taxables. . . .

New York Stock Exchange members and member firms sold
$500,000,000 of bonds during April war loan drive. ... Feeling is they
may be able to increase this total close to the billion-dollar mark
this time. . . ; . : - ■ ' -

Little fellows are going to be hit on every side with pleas to
buy war bonds starting September 9. ... Preparations for pressure
selling of bonds to individuals beat anything ever seen in history. . . .

Another indication of premium possibilities of the new 2s
may be seen in price quoted on the maturing 314s, to be paid
off October 15.. .. Price is 100.14, 100.16 even today, indicating a
minus yield of 1/64. . . . •«'
In former drives, subscription total always surpassed expecta¬

tions. . . . Maybe we're beihg over-optimistic, but if this drive gets
real momentum, the total may reach unguessed-heights this time
too.... ' 7,,i' •'" '

Non-banking sources have been leaving the bill market recently.
. . . Bids of only $1,200,000,000 for $1,000,000,000 bill issue last week
reflects that. . . . They're getting ready for the drive, keeping their
cash in reserve. . . .

. Odd angle of quotas for drive is that totals assigned to Ohio and
New Jersey are lower than actual sales in those States during second
war loan. ... A technicality, but jntriguing. . . . Ohio quota is $698,-
000,000. . . . New Jersey quota is $585,000,000. . . Compare those
with New York's quota of $4,709,000,000

Sen. George Hopes for
Post-War Tax Guts
Senator George (Dem., Ga.),

Chairman of the Senate Finance

Committee, predicted on Aug. 25
a reduction of high war taxes in
the post-war period and at the
same time expressed the hope
that taxpaying will be greatly
simplified. *

-

When the tax cut will come,
Senator George told d press con¬
ference, Ylepends upon the gen¬
eral economic picture confronting
the nation after the war.

, In United Press Washington ad¬
vices, the following additional
was reported: ! ; I
Meanwhile, he said, the already

heavy- burden of federal taxes is
sure to be increased and Congres¬
sional tax committees are explor¬
ing ways and means of simplify¬
ing tax payments by both indi¬
viduals and corporations. ;
"There no doubt will be reduc¬

tions and eliminations of purely
war taxes when the tremendous
burden of war expenditures is no

longer, necessary," Senator George
said. "But we can't say how soon.

"We will first have to face the

post-war period and see clearly
the situation that then confronts
us. Until then, it is impossible to
anticipate how much the federal
taxes can be adjusted." ; .

The present Victory Tax, in¬
cluded now in the withholding
tax, automatically is scheduled to
be eliminated after the war. Sen¬
ator George also anticipated ad¬
justments in the corporate excess
profits taxes to get early post¬
war consideration, adding that
this levy may be adjusted before
the war ends to provide greater
post-war credits as a financial
hedge against depression. *

Higher taxes will come before
simplification, but the form they
will take still is problematical.
Sen. George recently said he would
agree to slight increases in indi¬
vidual and corporate taxes tied to
an . "induced savings" program:
under which individuals would be

given income tax credits up to
15% of their net taxable income
as a reward for piling up per¬
sonal post-war reserves. v :

Senator George reiterated that
he felt it would be useless for

Congress to discuss a general sales
tax unless the Treasury with¬
draws its objections tovsuch 'a
levy.'- :
He said latest estimates indi¬

cate that a 10% general sales tax
with no exemptions would net the
Treasury $5,500,000,000 a year.
There are two ways a sales tax

could result with Treasury spon¬

sorship but both are unlikely,
Senator George said.. Those are:;

1. Setting of an arbitrary figure
in new revenue to be raised so

high jt would necessitate a sales
levy in addition to other tax ad¬
justments.

2. Considerable modification of

present tax schedules. The'Sena¬
tor said he hoped the next tax bill
would be out of the way by the
end of November so that it would
be fully operative by Jan. 1, 1944.

N. Y. Stock Exchange
Weekly Firm Changes
The New York Stock Exchange

has announced the following
weekly firm changes:
Transfer of the Exchange mem¬

bership of Luke H. Rose, Jr., to
Warren E. Fisher will be consid¬
ered on Sept. 9. It is understood
that Mr. Fisher will act as an in¬
dividual floor broker.

The proposal tha-t
Suschman act as alternate on

floor of the Exchange for Fn
J. C. Weinberg will be conside:
by the Exchange on Sept. 2.
Warren L. Jones retired fr

partnership in Filor, Bullard
Smyth, N. Y.'City, on Aug. 31
Marble & Co., N. Y. City, \

be dissolved as of Sept. 9.
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fewsprint Price
ncreased Again
For the second time this year
ie price of newsprint was in-
reased on Sept. 1, making the
asic current cost $58 a ton or
lore than 16% ; above the pre¬
war 'price...:'"-';'*/'"' v*"'*. '?
The latest increase,' $4 a ton,
ms on top of a previous $4 rise
ist- March l.< Both were granted
y the OPA and the Canadian
Wartime Prices and Trade Board.
A joint U." S.-Canadian an-
ouncement said the increase was
) compensate for increased costs
f pulpwood, from which paper is
lade. Major Canadian producers
ad asked for ■ $6 more a ton,
;hile in March the plea had been
3r an increase of $8 a -ton.
The $58-a-ton price is the "port
rice" for standard newsprint.
Super standard" newsprint will
ise to $61.50.

Post-War Foreign Policy Plan; Embodying
"Zones Of Safely" Offered By ECeBland

A post-war foreign policy plan was presented to the Republican
Party in New York City on Aug. 25 by Clarence Budington Kelland,
author and now publicity director of the Republican National Com¬
mittee. Mr. Kelland offered his program in a speech under the title
of "The Zones of Safety Plan" before the law committee of the
New York County Republican Committee at the National Republican
Club. It will also be brought be-<S>-
fore the Sept. 6-7 meeting of the
Republican Post-War Advisory
Council at Mackinac Island, Mich.
His plan is based on Anglo-Amer¬
ican alliance and Pan-American

solidarity but with an extension of
outposts of defense and mainte¬
nance of an armed force which
make this continent impregnable,
said the New York "Sun" of Aug.

25, which indicated as follows his
program: , ,

"Mr. Kelland sketched his pro¬

gram in five points which he
termed the five zones.. The first
called for a trusteeship in which
England, Russia, China and
France, when she is able to func¬
tion as a great Power, will join
with the United States in admin¬

istering "the territories and peo¬
ple and economy of our enemies,
the bankrupt nations of the earth
and of other nations who shall
find themselves in similar plight
by reason of the war.
"The second zone consists of an

agreement among victor nations
'for offensive and defensive joint
action directed against ^any na¬
tion threatening to breach the
peace,' and the third calls for
'a permanent defensive alliance
between the United States and
Great Britain' whereby 'the two
great democracies, the two great
English-speaking nations, shall
'act as one in case of attack upon

either by any nation or combina¬
tion of nations . y permanent
and openly declared to the
world.'.

,

"For the fourth zone, Mr. Kel¬
land described 'a concord, an en¬

tente among the nations of North
America and the nations of South
America—between Canada, the
United States on the north and
our sister republics of the South¬
ern Continent ... both military
and economic. ... A policy of
American solidarity against any
non-American nation threatening
the -territorial rights of any
American nation, large or small.'
"Rounding out the program

with his fifth zpne, the author de¬
clared: 'We, must possess, by
friendly negotiation if we may,
by occupation if we must, those
points, those islands, those bases
which will perfect the fortifica¬
tion of the United States. . . .

What we acquire we must fortify.
We must create naval bases, fly¬
ing fields, fortresses of imposing
strength, not to be held as
threats against the peace of any

nation, but as guaranty of the
peace of our own nation.'
"Elaborating on this, Mr. Kel¬

land said he felt that not even

the most rapid. global - thinker
could find any improper national¬
ism or isolationism in wanting to
consider the real safety and se¬

curity of this country. He held
that the building of what he calls
a mighty series of Gibraltars on
islands on the Pacific, air bases
at Casablanca and Dakar in

Africa, in Greenland, Iceland and
the West Indies, was no evidence
of desire for territorial aggran¬
dizement/ - . :
"He concluded: 'But in it all I

make one essential reservation.

In what we do, in what we offer,
in our collaboration with other

nations for a better world, there
must be no surrender of sover¬

eignty of the United States; no

abatement in her status as an in¬

dependent* individual nation. We
will collaborate but we will not

amalgamate. We will become a

part of no Utopian superstate, no

partner in Union Now, no tail-

wagging at the end of any dog;
but a nation, proud, just and gen¬

erous.

Halsey, Stiaart & Go.
Offers B & 0 Certificates
Offering was made Sept. 1 by

a group headed by Halsey, Stuart
& Co., Inc. of $4,000,000 Baltimore
& Ohio RR. 3% equipment trust
certificates, Series M, maturing
semi-annually from Nov. 1, 1943
through May 1, 1953, at prices to
yield 0,70% to 3%, according to
maturity. The certificates, of¬
fered subject to Interstate Com¬
merce 'Commission approval,
were awarded to the bankers

Aug. 31 on their bid of 100.057.
The $4,000,000 of certificates

are part of a proposed aggregate
principal amount of not more
than $10,760,000, of which $3,500,-
000 have already been issped and
are outstanding. The railroad
proposes to sell from time to
time, before April 1, 1944, ad¬
ditional, certificates to finance all
the cost of the following standard
gauge equipment, estimated to
cost not less than $10,760,000:
three 5,400-horsepower diesel
freight locomotives, 15 1,000-
horsepower diesel switching loco¬
motives; 20 2-8-8-4 mallet freight
locomotives, and 965 50-ton com¬

posite hopper cars.
The certificates are being is¬

sued under the Philadelphia plan.
Associated with Halsey, Stuart

& Co. Inc. in the offering are:
Otis & Co., A. C. Allyn and Co.
Inc; Hornblower & Weeks; E. H.
Rollins & Sons Inc.; Dempsey-
Detmer & Co.; First of Michigan
Corp.; The Milwaukee Co.;
Schwabacher & Co.; Hirsch,
Lilienthal & Co.; Stifel, Nicolaus
& Co., Inc.; The First Cleveland,
Corp.; Kebbon, McCormick & Co.;
Alfred O'Gara & Co., Singer,
Deane & Scribner; Stix & Co.;
Walter Stokes & Co.; and F. S.
Yantis & Co., Inc. : ^ :

Customers Brokers Be!

Nominees For Bice
The Association of Customers'

Brokers of New York has received
the following slate of officers for
the annual election to be held

Sept. 8 at 3:45 p.m. at the New
York Institute of Finance, 20
Broad Street, New York City.
President: Robert J. Davidson,

Fahnestock & Co.
Vice-President: Richard G.

Horn, Peter P. McDermott & Co.
Treasurer: Donald C. Blanke,

Eastman, Dillon & Co.
Secretary: Archie F. Harris,

Merrill Lynch, Pierce, Fenner &
Beane. vVv.:^,;v

Executive Committee

Four Year Term: Armand E.

Fontaine, Merrill. Lynch, Pierpe,
Fenner & Beane; William McK.
Barber, Stillman, Maynard & Co.;
Maurice Glinert, Hirsch, Lilien¬
thal & Co.; Andrew W. Shuman,
Delafield & Delafield.
Three Year Term: John Ralph

Watson, Dobbs & Co.; Ralph A.
Rotnem, Harris, Upham & Co.
Two Year Term: Allen B. Ken-

drick, Burton, Cluett & Dana.
Spencer Phillips, Tucker, An¬

thony & Co., is chairman of the
Nominating Committee.

Situations of Interest
The current situations in The

National Radiator Company and
Public National Bank and Trust
Co. offer attractive possibilities,
according to memoranda being
distributed by C. E. Unterberg h
Co., 61 Broadway, New York City.
Copies of. these interesting memo¬
randa may be had from the firm
upon request.
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Bank and Insurance Stocks
This Week—Insurance Stocks

By E. A. VAN DEUSEN :

From time to time many dealers and investors in fire insur¬
ance stocks appear to become somewhat perturbed over the thought
that perhaps the mutual companies are slowly but surely absorbing
the business of the stock companies and that the latter, therefore,
are doomed to a slow decline. They hear of instances in which cer¬
tain large insurers have taken their business away from a stock com¬
pany and . given it to a mutual>
That many such instances have
occurred and are still occurring,
cannot be gainsaid, but the idea
that the. - mutuals are making
great inroads in the business of
the stock companies can be shown
to be erroneous.

The following tabulation shows
the total annual amount of net

premiums written by the 372 re¬

porting stock companies com¬

pared with that written by the

172 reporting mutual companies,
for the 16-year period 1927 to
1942, inclusive. These figures
have been compiled from the an¬
nual Fire and Marine Volumes of
"The Spectator." (Insurance Au¬
thority since 1868.) The tabulation
also shows the relative percent¬

age of the total business written
each year by the stock companies
and by the mutual companies. ;

——Net Premiums Written ($000) •

r ' ' ' ' " '' Stock Mutual Percent of Total
,.V Companies Companies - Total ■ • Stock f Mutual

1927 980,105 128,330 1,108,435 -88.4 11.6
1928 990,605 141,351 , 1,131,956, , 87.5 . 12.5
1929 1,027,028 152,604 I 1,179,632 87.1

, 12.9
1930 918,039 153,495 i - 1,071,534 > ': 85.7 14.3
1931

'

787,019 142,233 , 929,252 . • -84,7 15.3
1932 - 680,521 97,391 777,912 87.5 12.5
1933 — ; 622,777 ,112.190 734,467 >*84.7

'

15.3
1934 672,437 i 130,433 802,870 83.8 16.2
1935 702,620 134,415 837,035 83.9 16.1
1936 759,429 131,426 890,855 ■ 85.2 14.8
1937 _________ :831,622 140,506 972,128 85.5 14.5
1938 782,204 139,469 921,673 '84.9 15.1
1939 814,514 .. 142,128 956,642 85.1 14.9
•1940 932,074 156,298 1,088,372 i '•"85.6 14.4

1941 - - 1,075,617 183,206 1,258,823 85.4 14.6
1942 1,144,461 199,826

*
> 1,344,287

""

85.1 14.9

It will be observed that in 1927 |
the mutuals wrote 11.6% of the
total business, and that their pro¬
portion increased each year to j
15.3% by 1931; it then dropped to
12.5% in 1932, and again increased
to the top figures of 16.2% in
1934 and 16.1 in 1935. Since then j
their proportion appears to have J
stabilized between 14.5% and 15%.
The average for the seven-year

period, 1936-1942, is 14.74%.* \ f

There certainly is nothing in
these figures to indicate that the
stock companies are not holding
their own, in fact, their position
appears to have improved moder¬
ately since 1935. In this connec¬
tion it is also of interest to point
out that since the low year of
1933, the stock companies' have
shown somewhat better relative

growth than have the mutuals, as
follows:

1933 (Low Year).
1943

Growth

Total Premiums - Stock

($000) ($000)
— / 734,467 622,277
__ 1,344,287 1,144,461

$609,820
83%

$522,184
84%

Mutual

($000)
112,190'
199,826

$87,636-
78% . tv*-

It is of course true that the
mutuals' net rates to most policy¬
holders are lower than those of
the stock companies; nevertheless
it is doubtful whether they can
ever seriously impair the position
of the well capitalized, firmly es¬
tablished old-line stock com¬

panies, whose nationwide agency
plants represent an investment of
many millions of dollars. The mu¬
tuals cover relatively small areas,
and make little attempt to reach
as -large a section of the insuring
public as do the stock companies.
To compete adequately in this
wider-spread field would proba¬
bly involve their building up the

equivalent of the stock companies'
agency plant, and then their costs
would rise. It is reported that
some prominent mutuals have re¬

cently been reducing dividends to
policyholders, due to rising ex¬

penses and taxes, lower incomp
from investments and increasing
fire losses. As a result, the spread
between the net average premium
rates of mutuals and stock com¬

panies has narrowed somewhat.
The tendency of the mutuals is

to confine their writings to the
better risks. The result of this

policy is to restrict volume but to
give them better loss ratios than

(Continued on page 919)
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M' Municipal News Notes
Operation of the Nashville,

Tenn., Electric Service with an
income five times its annual in¬
terest charges on long term bonds
lor the year ending June 30, 1943,
was disclosed in the annual audit
of N. E. S. books by the national¬
ly-known accounting firm of Peat,
Marwick, Mitchell and Company,
St. Louis, Mo,
W. C. Baird, chairman of the

Nashville Power Board, who
made the audit report public, said
that the board is "highly pleased
with the splendid showing re¬
vealed in the report."
The local publicly-owned sys¬

tem for the distribution of power
manufactured by the Tennessee
Valley Authority showed a gross
income for the year of $1,174,881,
according to the auditors' report.
Net income was $741,419.

The report showed a surplus
of $2,772,520 appropriated for
four principal items as follows:
Retirement of bonds, $575,852;
electric system bond reserve,

694,522; construction $1,400,-
194, and contingencies, $101,952.
There was an additional unap¬
propriated surplus item of
$551,363 available for working
capital, giving a total surplus of
$3,323,884.

Mayor Thomas L. Cummings
said last night that he was grati¬
fied at the "wonderful showing
made by the Nashville power sys¬

tem, . which vindicates public
ownership without political in-

.. terference." V'" .■"•''V-'t';
The power system set aside

$631,666 during the year for the
amortization of bonded indeb¬

tedness, and $327,843 to meet
interest charges. ^

It set aside an additional $363,-
670 during the year as a charge
for depreciation, and paid tax
equivalents to the city of Nash¬
ville, Davidson County and the
state totalling $373,036. The
power board allocated from 3 to
314% of revenues to depreciation.
Gross revenues from the sale

of power during the year were

$1,562,732.
The system has outstanding

against it $13,150,000 in bonds
out of the $15,000,000 worth is¬
sued at the time of acquisition
more than four years ago. Of
this amount of $13,150,000 in
outstanding bonds, $650,000
have been reacquired by the
power board and are held in
the bond fund.

The audit report said that the

V, system has set aside $550,000 for
^, use in construction and replace¬

ments after the war, and that
construction costs for last year
were low because of the difficulty
in securing materials. '

Oklahoma May Use Surplus
For Debt Retirement
In a decision vital to the fi¬

nancial program of Governor
Kerr, the State Supreme Court
hqs upheld 8 to 0 a 1943 law ap¬
plying the $7,605,000 surplus of
the last fiscal year to retirement
of the State debt.

The opinion which was ren¬

dered Aug. 24, overruled a six-
point attack on the law which
would permit advance payments
to reduce outstanding obligations
of $28,416,681 now costing nearly
$3,000,000 annually.
It was forecast unofficially that

the successful court test would
be followed by a proposal of simi¬
lar legislation with reference to
the next surplus which was ex¬

pected to accrue this financial
year.

The court's ruling came on a
suit which was required by the
law itself. The legislature au¬

thorized the state funding
board committee to purchase
bonds to the limit of the 1942-

43 surplus only after the su¬

preme court had approved the

law.

The decision by Justice Earl
Welch held that passage / of the
act diverting the surplus to debt
retirement was not use of a tax
levy for purposes other than that
for which it was imposed be¬
cause the surplus was not attained
deliberately but only incidentally.

A debt-free State by the end
of the Kerr administration had
become a possibility through a
prediction by State financial
experts that present financial
trends would accumulate
enough cash by January, 1947,
to balance all debt payments
nine years ahead of time.

Mecklenburg County, N. C.,
Railroad Term Issue
Provided For

The county has a sum of $239,-
760 current investment in gov¬
ernment bonds in anticipation of
a maturity of $300,000 6% rail¬
road bonds due in 1950, according
to local press advices. Interest
on the investments, coupled with
other sinking funds, is expected
to greatly exceed the. amount re¬
quired to retire the debt at ma¬
turity. The county also met from
sinking funds a maturity on Sept.
1 of $110,000 term bonds of 1913.
Creation of a sinking fund to take
care of these debts was a com¬

panion feature of the long-term
financial program adopted by the
county several years ago.

Treasury Attaches Funds
Of Delaware River P:P0(%:
Joint Commission

At the instance of the Treasury

Department, the Collector of In¬
ternal Revenue has attached
funds of the Delaware River Joint
Commission, New Jersey, which
are on deposit in the Camden
Trust Company, for the purpose
of pressing the Treasury's claim
for collection of $10,412.97 alleged
to be due in documentary stamp
taxes, penalties and interest on
t h e approximately $8,000,000
bonds issued by the Commission
in 1933 to finance construction of
the rail transit line across the
Delaware River Bridge. Com¬
menting on the move, Joseph K.
Costello, General Manager of the
Commission, said:

"We believe that this tax is
assessed without warrant of law
and we shall proceed on that
assumption. At the meeting of
the Commission this afternoon

(Aug. 27) the general manager
and counsel were authorized to
take al| necessary steps to pro¬
tect the Commission against the
collection of this tax." He also
stated that inasmuch as the ac¬

tion will affect other public
agencies, such as the Port of
New York Authority, the gen¬
eral manager and legal counsel
will meet in New York in the

present week with the Commis¬
sion's special bond counsel,
Wood, Hoffman, King & Daw¬
son, and officials of the Port
Authority.

Memphis War Bond Invest¬
ments Close to $5,000,000 ;
The City of Memphis, Tenn.,

had invested through July 31 last
a total of $4,594,342 in govern¬
ment securities, according to
Mayor Chandler, who also pre¬
dicted that additional substan¬
tial investments would be made
in the September war bond
drive. The Mayor disclosed the
figures in releasing the July fi¬
nancial report, which showed that
all departments are operating
within their budget appropriations
except the Department of Public
Works which has taken a $67,-
368 "dip" info surplus funds of
the city.

Largest purchase of war bond
securities was made with Gen¬

eral Fund money. From this

fund, $1,299,849 had been used
to purchase short term securi¬

ties, Other Government securi¬
ties purchased and placed in
sinking funds Of other depart¬
ments include: Fire and Police
Station sinking fund, $57,615;
Improvement Bond sinking
fund, $1,244,630; Levee fund,
$882,696; Park sinking fund,
$29,049; School sinking fund,
$533,372; construction fund,
$447,223, and current sinking
fund $99,905.
The city's unallocated surplus

now held in a Reserve for Emer¬

gency Revolving Fund stands at
$600,000. With $390,368 left from
the city's 1942 surplus of $468,-
521, a total of $990,368 now is in¬
cluded in "unallocated surplus."

'

Surplus Available yy>;v*:
This surplus, city officials point

out, is held in an open account
and is available for appropriation
for any needs the City Commis¬
sion may decide to meet between
now and Dec. 31. v

Meanwhile, collections of
revenue in all city departments
showed a decided increase on

July 31 as compared to July 31,
!• 1942. Total collections for the

year are estimated at $5,536,613;
Of this amount, $4,638,225 (or
83.77%) had been collected ;
through July 31. v.:.

Total Revenue Up
The 1942 total revenue estimate

was somewhat higher than this
year. By July 31 of last year, a
total of $4,547,744 had been col¬
lected, representing 74.93% of the
1942 anticipated revenue collec¬
tion. ;•

Only $898,357 needs to be col¬
lected before Dec. 31 to meet the
1943 anticipated revenue. :■'i
Mayor Chandler said reasons

for the city being ahead in its
collections of anticipated revenue
are that budget estimates were
reduced this year, taxpayers have
been making advance payments
of city taxes, and many have been
paying delinquent taxes. i:P v:-

Of $3,747,487 current taxes
anticipated this year, $3,082,505
had been paid by July 31. A
total of $190,714 had been paid
in delinquent taxes. >

Strong Railroads
Seen As Post-War
National Bulwark

(Continued from first page)
Purchaser." He points out that a

large amount of maintenance
work not absolutely necessary to
safe operation of the railroads at
this time has had to be post¬
poned during the war period/Con¬
sequently, he adds, after the war
there will be need for rehabilita¬
tion on a large scale, and this is
important to the country.
"This is the first period in

which railroad earnings have ap¬

proached a reasonable return in
more than a decade," Mercier
says. "The level of rates under
which traffic is moving is the
lowest in history by unit of work
performed. For the first five
months of 1943, taxes absorbed
more than half of the railroads'
real net earnings." ^

The western railways are

handling by far the greatest traf¬
fic load in all their history, and
this load is expected to increase,
he continues. Southern Pacific's
Pacific Lines traffic for the first
half of 1943 compared with the
first half of 1939, it is pointed out,
shows an increase of 168% in ton
miles and 335% jn passenger
miles.

With reference to the handling
of Southern Pacific's tremendous
war load, Mercier pays tribute to
the "earnest effort and excellent

spirit of railroad men and women

in all branches of the company's
service" and to the "practical and
well-sustained cooperation re¬

ceived from shippers, bottunili-

tary and commercial."

Predicts Interest Rates Will Remain Low
"The hold which the Government has over the interest rate will

be maintained throughout the war and probably for some time there¬
after," says Charles F. Speare of Consolidated News Features. "This
means," he continues, "that most forms of high-grade securities will
preserve a considerable portion of their premiums in so far as these
are not affected by approaching maturities. The present yields on
government, municipal and corpo-
ration bonds are at approximate¬
ly the lowest levels since 1940. This
includes the 1.83% return on tax-

exempt governments and 1.96%
on municipals, with a little more
than 2.50% quoted for high-grade
corporation bonds. Between the
AAA and BAA corporation yields
there is a spread of 1.11%—from
2.69% up to 3.80%. In this group
industrial bonds sell at the lowest

average return and public utilities
next. There is a spread of % . of
1% between utilities and rails of
equal quality." P:J:\' f

Braniff Airways, Inc.,
Common Stock Offered
F. Eberstadt & Co. and a na¬

tion-wide group of associated
underwriters on Aug. 30 made a

public offering of and the com¬
pany concurrently offered to its
stockholders 400,000 shares' of
Braniff Airways, Inc., common

stock, priced at $12.75 a share. >

The new financing will increase
the number of common shares

outstanding to 1,000,000 out of an
authorized issue of 1,500,000
shares, The company has no pre¬
ferred stock, funded debt or bank
loans. Application has been made
for the listing of the company's
shares on the New York Stock Ex¬

change. .:
The company has pending be¬

fore the Civil Aeronautics Board

applications for extensions of its
service from San Antonio to El

Paso, Oklahoma City to Atlanta,
Amarillo to San. Antonio and
Armarillo to Houston, as well as
from Chicago to Detroit.
The company's plans include

also a program for the develop¬
ment of a comprehensive system
of feeder lines within the trade
areas of the principal distributing
centers served and the initiation

applications for extensions of its
services to the Canal Zone, the
Caribbean Islands, South America
and Europe is also contemplated.
Associated with F. Eberstadt in

the offering are Merrill Lynch,
Pierce, Fenner & Beane; Courts &
Co.; Eastman, Dillon & Co.; Otis
& Co.; Paine, Webber, Jackson &
Curtis; Sutro & Co.; Boettcher &
Co.; E. H. Rollins & Sons, Inc.;
Shields & So.; Hawley, Shepard &
Co.; A. C. Allyn & Co., Inc.; Ames
Emerich & Co., Inc.; Butcher &
Sherrerd; Kidder, Peabody & Co.;
Mitchum, Tully &Co.; O'Melveny-
Wagenseller & Durst, Inc.; Equi¬
table Securities Corp.; Loewi &
Co.; Bankamerica Co.; Dewar,
Robertson & Pancoast; Johnston,
Lemon & Co.; A. M. Kidder & Co.;
Riter & Co.; Spencer Trask & Co.;
Stein Bros. & Boyce; Auehincloss,
Parker & Redpath; Alfred L.
Baker & Co.; E. W. Clarke & Co-
Hill, Richards & Co.; Van Al-
styne, Noel & Co. .r.; ; i
Also, Grubbs, Scott & Co.; The

Wisconsin Co.; Pacific Co. of Cali¬
fornia; J, C. Bradford & Co.; Cohu
& Torrey; Barrett Herrick & Co.,
Inc.; Hill Bros.; Nashville Securi¬
ties Co.; Bond & Goodwin, Inc.;
Bosworth Chanute, Loughridge &
Co.; Cruttenden & Co.; Doolittle,
Schoelkopf & Co.; A. G. Edwards
& Sons; Estabrook & Co.; Robert
Garrett & Sons; Graham, Parsons
& Co.; Peters, Writer & Christen-•
sen, Inc.; Putnam & Co.; Stix &
Co.; Watling, Lerchen & Co.;
Bateman, Eichler *& Co.; Ferris,
Exnicios & Co., Inc.; Granbery,
Marache & Lord; Kay Richard &
Co.; Lester & Co.; A. E. Masten &
Co.; Nelson Douglas & Co.; Rein-
holdt & Gardner; Schwabacher &
Co.; Searl-Merrick Co.; Wyeth &
Co.; The Bankers Bond Co., Inc.;
Burns Potter & Co., Inc.; Francis
I. du Pont & Co.; Wyatt, Neal &
Waggoner; Bingham, Walter &

Co.; Singer, Deane & Scribner;
Murphey, Favre & Co.; A. E.
Weltner & Co., Inc.; Westheimer ;
& Co., and Herbert B. White.

*

'

, v' ^ . »

Railroad Securities ;
C (Continued from page 905)
Income' 4V2S, there has accum¬
ulated two years' interest on this
issue, or eight points, also a return
of capital when distributed at the
time of the issuance of the new

securities, expected prior to
Christmas of this year. As meas-.
ured by Income bonds of roads
either already emerged from re¬

organization, or in the process of
being reorganized, these General
Mortgage Income 4s would appear
to be markedly undervalued.
Common Stock. There will be

719,319 shares of this stock out¬
standing, one-third of which is to
be optioned to Canadian Pacific
until 1950 at $2 per share.
Through distribution of additional
common arising from ownership
of sizable amounts of the old Soo

securities, CPR will own well over
50% of the stock of the new com¬

pany, i.e. of course when its option
is finally exercised. There is a
rumor that CPR will exercise its

option either immediately prior to,
or immediately following, the dis¬
tribution of the new securities.
Some credence should be given
this rumor since CPR could exer¬

cise its option without cost to it¬
self v were a dividend of $1 per
share distributed for two suc¬

cessive.. years. O. 'Pff\
P This distribution is well within
the financial abilities of the new

company, finances being more
than adequate, and average earn¬
ings- for the past three years
testify to the conservatism of such
a distribution ($0.83 in 1940; $1.21>
in 1941; $3.21 in 1942 and over $4
per share estimated in 1943). In
a normal post-war year, however,
earnings are not likely to exceed*
$1 per share unless sizeable por- j
tions. of debt are retired with war

swollen cash resources, f - i; i *

vt. Admittedly the new common is
-speculative. Yet at current levels\
of 7 the stock is selling at less,
than twice average earnings for 1
1942 and 1943 (est.) combined, and
should a $1 dividend be disbursed
—as called for by the very logic;
of the interrelation of the CPR
with the Soo—the yield afforded
would be in excess of 14% and,
on the basis probable post-war'
dividend of $0.50 per share, the
yield would be over 7% without
taking into consideration the:
building up of the equity through ;
funds made available from the

Capital Fund and Sinking Fund.
Additionally, any issue, whether:
rail, utility or industrial, possesses;
some measure of residual value, if
operating losses can be avoided
and if there is no debt senior to
the equity, thus making the issue',
reorganization proof. The new Soo.
common is in that enviable posi¬
tion and accordingly there would-
appear to be a floor beneath the.
issue, thus limitingv the potential
loss if post-war prospects do not
measure up to our present esti-
mates.: Therefore, for reasons ad¬
vanced herein, the stock seems

uncommonly attractive at this
Writing. .< ... Ps 'v.■,v' '

Post-War Rail Prospects
McLaughlin, Baird & Reuss, 1

Wall Street, New York City, mem-,
bers of the New York Stock Ex-,

change, have just issued an in¬

teresting circular entitled "Rail¬

roads—Some Thoughts, on Post-
War Prospects.'' Copies of this

circular may be had from the firm

Huff; George D~ B. Bonbright & upon request.
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Broker-Dealer Personnel Items
•:

i If you contemplateMaking additions to your personnel
please send in particulars to the Editor of The Financial

'

Chronicle for publication in this column.

, NEW YORK, N. Y»—George H.
Baker is with White, Weld & Co.,
40 Wall Street. .•>• >

, ; (Special to The Financial Chronicle)

BOSTON, MASS.—Robert P.
Loker is with Kidder, Peabody &
Company, 115 Devonshire Street.

(Special to The Financial Chronicle) : ; ;

< BOSTON, MASS—J. Dallas
Corbiere and Melvin II. Parker
have joined the staff of Trust
Funds, Inc., 89 Broad Street.

(Special to The Financial Chronicle)

I1 CHICAGO, ILL.—Matthias E.
Hoseley has become associated
with Leason & Co., Inc., 39 South
La Salle Street. Mr. Hosely was
formerly with Joseph F. Dixon &
Co. and Banning *& Co. In the
past he was with H. M. Byllesby
& Go. and Paine, Webber & Co.

• (Special to The Financial Chronicle). • *
*

CHICAGO, ILL.—Martha E.
Brett has been added to the staff
of Cfuttenden & Co., 209 South
La Salle Street. Miss Bredt was

previously with Chicago Ordnance
District. ' Vv':.•;

' (Special to The Financial Chronicle): '

CHICAGO, ILL.—A. Carlow
Brown has become associated
with Paine, Webber, Jackson &
Curtis, 209 South La Salle Street.
Mr. Brown was previously with
Clement, Curtis & Co., Sutro Bros.
& Co., and Fuller, Rodney & Red¬
mond. D"-v\

■"

(Special to The Financial Chronicle) ,

LOS ANGELES, CALIF.—Her¬
bert Peek has joined the staff of
II. R. Baker & Co., Bank of Amer¬
ica Building. ' ' ,. • ^

'

(Special to The Financial Chronicle)

, LOS ANGELES, CALIF.—Ed¬
ward E. Moore has become affili¬
ated with Nelson Douglass & Co.,
510 South. Spring St. Mr.
Moore was previously with Crow-
ell, Weeden & Co. and Fox, Cas-

tera and Co. In the past he was
an officer of C.L- Wood & Co.

(Special to The Financial Chronicle)

PORTLAND, OREG.—Fred L.
Nielsen is now with Conrad, Bruce
& Co., 316 South West Sixth Ave¬
nue. -V.v '• •< •

(fecial to The Financial Chronicle)

PROVIDENCE, R. I.—IJarry A.
Ilall is now connected with Elmer
II. Bright & Co., 85 Westminster
Street. -

(Special to The Financial Chronicle)

> SACRAMENTO, CALIF.— Ross
L. Griffith has been added to the
staff of Bankamerica Company,
Bank of America Building. A ;

(Special to The Financial Chronicle)

.SAN FRANCISCO, CALIF.—
Douglas B. Lewis is affiliated with
E. F. Ilutton & Company, 160
Montgomery Street.

(Special to The Financial Chronicle)

ST. LOUIS, MO.—Roy Charles
Surkamp has become connected
with Edward D. Jones & Com¬

pany, 705 Olive Street. Mr. Sur¬
kamp was previously with Curtiss

(Special to The Financial Chronicle) - •

; ST. PAUL, MINN.—Gerald M.
Clark, formerly with Allison-
Williams Co. for a number of

years, is now with Kalman &
Company, Endicott Building. 4

(Special to The Financial Chronicle)

TOLEDO, OHIO.—W. Kenneth
Sur and Arthur Tresch are with

Braun, Bosworth & Co., Toledo
Trust Building.

: (Special to The Financial Chronicle)

TOLEDO, OHIO—Francis J.
Eagan has become connected with
C. J. Devine & Co., Union Com¬
merce Building, Cleveland, Ohio.
In the past Mr.'Eagafc was with
Jackson & Curtis, Paine, Webber
& Co., and Salomon Bros. & Hutz-
lef. ""

Churchill Says Roosevelt And He Will Seek
j Meeting With Stalin^-Caulions Cn 2d Front

Prime Minister Churchill of Great Britain said on Aug. 31, that
"nothing is nearer to the wishes of President Roosevelt and myself
than to have a three-fold meeting with Marshal Stalin"; but he
declared that an Allied second front would be opened on the Con¬
tinent only when there was every chance of military success, un¬
swayed by political considerations.'

• ■ The Prime Minister said in a<S>— : *- 1 '■
broadcast address from Quebec,
according to the Associated Press,
that he did not blame Russia for
any criticism it had leveled at
the Allies for not having launched
a new offensive in western Eu¬
rope. He made it clear, however,
that the positive factor of military
success was paramount.
- Mr. Churchill said that the re¬

cent conference at Quebec was
concerned principally with "in¬
flaming" the war against Japan,
with whom Russia is at peace,

and that therefore it would have
been an embarrassment to the
Soviet Union to have been rep-

. resented. >•: fY ■ Y: YYY;
In further reporting his re¬

marks, the Associated Press dis-
pach said: ,

"The President and I will per¬
severe in our efforts to meet
Marshal Stalin," he continued,
"and in the meantime it seems

most necessary and urgent that a
conference of the British, United
States and1Russian Foreign Minis¬
ters or their responsible repre¬
sentatives should be held at some
convenient place in order not
merely to explore the various im¬
portant questions connected with
the future , arrangements for
world security, but to carry their
discussions to a point where the
heads of States and governments
may be able to intervene."

Bank & Insurance

Slocks
. -(Continued from page 917)

the stock companies enjoy. The
following figures are based on the
premium totals given in the above
tabulation.

Ratio of Losses Paid to Premiums Written

1927' —1.4'H-m-m*,—-

1928
1929 ■

1930
1931

1932

1933v^u-.M—-
1934 ——

1935 •_

1936

1937
1938
1939 _ —

19401941
1942

Average

Stock
%

51.2
48.9
47.6
56.8
59.7

58.9

46.3
42.9
36.6
42.8
42.8
48.3

45.0
43.5

.Y', 43.8
> 55.0

-D 48.2

Mutuals

%
33.2
33.2
54.4:

- 40.2
41.5
37.1

36.0
33.1
28.8

35.3
34.6
37.7

38.1
37.6
38.4
36.4

373

The investment practice of mu¬
tual fire insurance companies dif¬
fers materially from that of stock
fire companies; Figures published
by Alfred M. Best Co. for the year
1942 as to the classification of
their admitted assets are reveal¬

ing. •>> ■■■D-

Cash ——

Bonds* :—_—

Stocks

Real Estate

Agents Balance
Other Assets 1.2

"Stock tMutual
■■, % 1

. %
11,9 Y 12.7
38.3 ; 61.0

39.9 12.1

3.7 Y" 8.0 v
YY: 4.7

1.5

The Prime Minister, refreshed
from his labors at the Quebec war
council by a week of fishing, in
the Laurentian Mountains, turned
again to the question of a second
front in Europe, declaring:
"We once had a fine front in

France, but it was torn to pieces
by the concentrated might of

Hitler, and it is easier to have a

front pulled down than it is to

build it up again." V YY >Y ; 1
However, he went on: "I look

forward to the day when British
and American liberating armies

will, cross the channel in full

force and:come to close quarters
with the German invaders of

France. YYvy>
"You would certainly not wish

me to tell you when that is likely
to happen or whether it be near

or far, - but whenever the great
blow is struck you may be sure

that it will be because we are

satisfied that there is a good pros¬

pect of continuing success and
that our soldiers are expended in
accordance with sound military
plans and not squandered for

political considerations of any

k'nd.'!

>135 companies. +50 companies.

Mutual companies, it will be
observed, invest much more heav¬
ily in bonds than do the stock
companies, and only moderately
in stocks. Investment income is
not as important a factor with
them as it is with the stock com¬

panies, where net investment in¬
come is approximately double
their net underwriting profits
over a series of years. In 1941,
when the mutuals wrote 14.6% of
the total premium business of
both stocks and mutuals, their
proportion of total net investment
income was only 9%. ; 1 ' ,

; There is plehty of room in
America, and plenty of.lgrowth
ahead, to enable both mutual and
stock carriers to live happily and
prosperously side by side. Mean-
while, the competition thus af¬
forded is not entirely to the dis¬
advantage of the public. It is also
of interest to note that in Ger¬

many, under conditions of hyper¬
inflation, the mutual companies
are reported to have fared worse
than the stock companies. : As¬
sessments against policyholders
became extremely burdensome
and forced at least one large mu¬

tual to become a stock company.

Maine Dealers Ass'n
Re-elects C. Pierce

PORTLAND, ME.—The Maine
Investment Dealers Association at
its annual meeting re-elected
Carrell K. Pierce, H. M. Payson
&' Co., President for the forth¬
coming year. Nathan C. Fay, Na¬
than C. Fay & Co., was also re¬
elected to the office of Secretary-
Treasurer, Maurice A. Bowers,
Bowers & Co.; Walter T. Burns,
Burns, Barron & Co.; Harld D.
Jones, Jones, Holman & Co.;
Charles W. Leonard, C. W.
Leonard & Co.; Stanley H. Patten,
Timberlake & Co.; A. Clinton
Edgecomb, Portland, and James E.
Connor, Columbia Investment Co.,
Bangor, were chosen Directors.
Edward E. Chase, Maine Secur¬

ities Company, co-Chairman of
the Main War Finance Committee,
was speaker at the annual dinner
of the Association. Other guests
were Hal G. Hoyt, securities ex¬

aminer of the Maine State Bank¬

ing Department; Theron A. Wood-
sum, Savings Banks Association
of Maine; and Thomas A. West,
Boston, Chairman of District
Committee No, 14 of the National
Association of Securities Dealers,

InC. ' : i,.*:

Active Trading Markets in

General Gas & Electric $5 Prior Preferred

Massachusetts Utilities Associates 5% Preferred

Public Service Co. of Indiana 5% Preferred

Peoples Light & Power $3 Preferred

Laurence M. Marks & Co.
Members New York Stock Exchange >

- 49 Wall Street, New York 5, New York
Telephone HAnover 2-9500 Teletype N,Y. 1-344

Public Utility Securities
Post-War Outlook For Utility Earnings

The post-war outlook for the electric light and power industry
has been analyzed recently by Ralph Sterling in the "Utility Letters"
issued by the Bond Department of Merrill Lynch, Pierce, Fenner &
Beane.

\ The trend of revenues will continue upward following temporary
irregularity resulting from the immediate post-war readjustment,'the
firm concludes. This would bt®^
particularly true of residential
revenues constituting 35%, of the
total. Over the past five years
customers have increased 19%,
and the use of electricity per cus¬
tomer 27%, while the average unit
revenue declined 17%—the net re¬
sult being a 30% gain in revenues.
The post-war trend assumes a

considerable volume of residential

construction, particularly single-
family homes. But these new

homes may not contribute their
full revenue quota, since many of
them may be equipped for the
new fluorescent lighting which is
much more efficient. There may
be an increased standard of light¬
ing, ,but on the whole residential
ligthing ' (about one-third of the
residential load) is not expected
to increase very rapidly.
Greater results are anticipated

from the increased use of appli¬
ances, manufacture and sale of
which has been retarded by the
war. Refrigerators account for
about 20% of residential consump¬
tion, but our homes are already
well supplied, the old-fashioned
ice box having largely disap¬
peared. There might be some

gains due to new homes, sub¬
stitution of bigger models, and
greater use of fast-freezing units,
but on the other hand the new

models use less current. Greater

growth possibilities exist in elec¬
tric ranges and water heaters,
which also account for about one-
fifth of present household con¬

sumption. But due to competition
from other fuels, gains in this de¬
partment may not prove spec¬
tacular unless the utilities put on
a strong selling campaign.

Comparatively little current is
used by radios and phonographs,
but if television becomes popular
this may substantially increase

present consumption, if and when
present sets are replaced. Greater
use of washing machines is a

promising item and some increase
in vacuum cleaners and flat-irons

may help, though allowance must
always be made for greater effi¬
ciency of new models. Possibly
the best prospect for increasing
the use of electricity is in the use
of air-conditioning units, which
may be popular in newly con¬
structed houses.
'Based on the above analysis,
Merrill Lynch estimate that by the

end of 1947 the number of resi¬
dential customers will have in¬
creased 12% , and the average use
20%, while rates may be down
10%, the resulting gain in rev¬
enues being 22%. "

.

Commercial customers such as'
stores and theatres provide about.,*.
27% of revenues and this class is"
very profitable to the utility com¬
pany because of the large use of
current. The recent trend of. con¬

sumption has been downward, due
to forced closing of stores, gas sta¬
tions, etc., but after the war there
should be a quick recovery. More¬
over, commercial air-conditioning,
greater use of community cold-
storage lockers, etc., should be
helpful. However, due to possible
rate reductions for this class of

consumers, Merrill Lynch don't
expect more than a 5 to 10% gain
as compared with 1942. As to in¬
dustrial use of etectricity (29% of
the total), this is expected to fol¬
low the trend of the Federal Re¬
serve Production Index, estimates
for ^liich range all the way from
125 to 190.

Regarding the post-war trend of
costs, there will doubtless be an

increase in number of employees
and hourly rates of pay. Fuel costs
are difficult to gauge, being de¬
pendent on a wide variety of fac¬
tors. Cost of maintenance will

depend on the price of fabricated
copper and aluminum. Miscel¬
laneous expenses are expected to
increase about 20%, based largely
on greater volume of business.

Depreciation charges rose 36%
in the five years ended 1942, but
this rate of increase is expected to ,;
slow down since many companies *
have already attained the stand¬
ards required by Commissions* <etc.
Regarding the all-important ques¬
tion qf Federal taxes (which now
absorb about one-quarter of rev- ,

enues) Merrill Lynch think that
the excess profits tax will prob¬
ably be dropped in the post-war
period, because it has a restrictive
effect on our industrial economy;
on the other hand, the normal and
surtax rate may be at the 45-50%
level, and the amount of tax-free
earnings (due to carry-over and
other non-recurring tax credits)
may be materially reduced. Thus
the firm looks for comparatively
little relief in total Federal taxes.

(Continued on page 921)

UTILITY PREFERREDS

Rune, Webber, Jackson & Curtis
ESTABLISHED 1879
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(Continued from page 902)
,in the resolution are as inconsist¬

ent with each other as each is with
'freedom of action. Furthermore
Ithe emphasis on international ma¬
chinery with power, suggests that
jwhatever this machinery is, it is
;to be a panacea for peace in our

[time. Nothing is said about all
the other steps which must -be
taken, and for the most part taken
•first, ' if the international ma¬
chinery with power is to have the

. slightest chance of success.

■ A Peace Program More Important
Than Resolutions ^

I propose to discuss today the
important steps..which must be
taken to insure peace by protect¬
ing our people against attack or
threat of attack. We pursued a

policy leading to war because our
people were convinced that the
German-Japanese aggr e s s i o n
would sooner or later lead to an

attack, on the United States itself.
We are not engaged in any cru-
sadd'-for democracy, or for the
four freedoms, or the preserva¬
tion of the British Empire. We

> ^seek/a world in which the Ameri¬
can people can work out the des¬
tiny of the Republic,; and solve
the problems of human liberty
'•and happiness, without physical
'attack on the distortion of our

^multiple freedoms by war.

, The insurance of peace and
safety in the future is not an easy

I task. It can't be obtained by pass-
ling Congressional resolut ions.
'Since the dawn of history men

lhave been trying to solve the
'problem. Every peace treaty has
stated as its objective perpetual
peace between the contracting
parties. We had the Pax Romana,
the Great Design of Henry of
Navarre, the Holy Alliance, the
Concert of Europe, the Hague
Conventions, the League of Na¬
tions of 1919, to mention only a
few. I It isn't the desire to estab¬
lish machinery which is lacking.
It is a practical plan, which will
work, and won't do more harm
than good. Whether Congress
should yet debate the problem is
open to question, but the private
citizens of this country should
certainly engage continuously in
a thoughtful analysis and discus¬
sion of the plans that are pro¬

posed. How can we in the future
insure peace for the United States
and its people?

; - First, we must pursue the war
to a complete and overwhelming
victory with punishment and dis¬
armament of the Axis nations.

That alone should insure peace
,;for many years to come, and it is
two-thirds of the problem. There
will be no aggressors for years to
come who will dare to threaten

Ithe world after they see the
;punishment for aggression which
|modern war will inflict on Ger-
imany, Italy and Japan. The first
.task of the F.B.I, was to kill or
i capture the gangsters who defied
'society., The question how crime
I and, criminals may be prevented
| is still engaging the attention of
'the sociologists.

; U §econd, we must prpvide an
army, navy and air force for our
defense sufficiently strong to re¬
move from the mind of any na¬

tion the idea that it can success¬

fully attack us. Of course such a
I force could not prevent air raids
or other attacks, but there is noth¬
ing to suggest that modern tech¬
nology has removed the ability of
.North America to defend itself
! against any nation or combina¬
tion of nations. Look at the suc¬

cessful defense of Great Britain
iin a much more vulnerable posi¬
tion. It is said that democracies
jwill not keep up their armed

•

j forces. But it is no argument
against a course of action that one
has not the sense or courage to
pursue it. International machinery

not going to run itself either.
;and democracies will find it
harder to continue the necessary

ungrudging and unqualified sup¬

port for it, than they will to main¬
tain their own forces.

Third, after the initial period
of relief and reconstruction we
must keep out of the internal af¬
fairs of other' nations, and we
must learn to treat v/ith tolerance;
conditions and ideologies which
we may not understand or sym-:
pathize with. I seem to see a
tendency, especially among our
New Deal friends, to make plans;
for the world as they made plans
for us poor Americans. We can't
crusade throughout the world for
the four freedoms, or force milk
on people who don't like milk
without making ourselves
thoroughly hated. We can't force
on the Russians freedom of speech
and freedom of religion if Mr.
Stalin doesn't approve of them, as
he doesn't. We can't force inde¬
pendence on India except as the
British see fit to arrange it. We
can be helpful throughout the
world. But we can't be a meddle¬
some Matty,' or try to boss the
boots off the world if we expect
to avoid war in the future. No
nation should insist on interfering
with the internal affairs of other
nations unless it is prepared to
submit to the same interference
itself. S-'% '4 40^00'
Fourth. The three programs I

have outlined are steps of pure¬

ly national policy.- But I.do not
intend to suggest that they are
sufficient. We have sometimes
followed them and they have not
kept us out of war. Because any
war today is likely to spread over
the world. I believe we should
attempt again to prevent the oc¬
currence of any war in the world
by international action. Before
coming, however, to the question
of an elaborate international or¬

ganization with power to outlaw
war in the future there are other
direct steps to be taken. In the
period after the cessation of hos¬
tilities we have a unique oppor¬

tunity to remove some of the most
fertile causes of war. For several
years the world will necessarily
be dominated by the military
forces of Great Britain, Russia and
America. * The Axis Nations and
the occupied nations will have to
accept in the first instance the
basic world-pattern decreed by
the Allies. The Versailles treaty
failed largely because it wholly
neglected economic conditions,
and created countries with no

visible means of support. The Al¬
lies must try to draw boundaries
so that no country is forced to
remain poverty-stricken. They
can insist that customs-unions
shall be established in the begin¬
ning-even if it is unwise to inter¬
fere later with internal tariff ar¬

rangements. .They can assure a
supply of necessary raw materials,
and they can make some arrange-*
ments to handle the exports
which may .• be necessary to pay
for those raw rhaterials. The At¬
lantic Charter says that the peace
should "afford assurance that all
the men in all the lands may live
out their lives in freedom from . . .

want." This seems to me a hope¬
less and therefore unfortunate as¬

piration for any peace, if applied
to individuals. But freedom from
want as an ideal for nations seems

possible to assure, and it would
reduce one of the most dangerous
causes of war.The cause cannot
be entirely removed because no
matter what . arrangements are

made for a nation, failure to con¬

duct its own affairs with effi¬

ciency or to restrain the growth
of population, may cause poverty,
hardships,* and discontent. How
can we possibly provide freedom
of want to China's four hundred

million, or India's three hundred
million, or Japan's seventy mil¬
lion, when there are twice as
many people as the country can
support on a decent standard of
living. We have not even solved
the similar problem of little
Puerto Rico's two million, with

five times the density of popula¬
tion of i Cuba, though we : have
poured out hundreds of millions
of American dollars. But in Eur¬

ope, where; -wars ushally' start, a
greatly improved economic basis
for peace should be possible of
accomplishment.

Fifth. The desire for national
freedom is one of the deepest of
human emotions, and its suppres¬
sion has been the source of mariy
wars. When not carried to excess,
nationalism is the basis of individ¬
ual freedom and patriotism and
other qualities 1 which make life
worth living. Therefore in mak¬
ing the peace settlement we must
provide for the self-determination
of nations, and we must do it with
more skill and less theory thaii
was used at Versailles. That is
not an easy job under any cir¬
cumstances, but-It can be made
particularly difficult in Eastern
Europe unless the Russians join
sincerely in the effort to avoid
future nationalist uprisings in that
area. Involved also is some revi¬
sion of the colonial system to
promise more self-government in
the future, and to establish some
form of autonomous dependent
status for countries / and islands
to 'small to stand on their own

feet. The Atlantic Charter states

clearly that no territorial changes
shall be made that do not accord
with the freely expressed wishes
of the peoples concerned, and
that sovereign rights and self-
government shall be restored to
those who have been forcibly de¬
prived of them. In other words it
requires , that national freedom
must be the basis for any endur¬
ing peace.

Sixth. It is generally conceded
that democratic governments are
less likely to be aggressive than
autocracies./ In the reconstitu-
tion of governments, therefore, in
enemy and occupied countries,
the Allies should in the first in¬
stance insist upon constitutions
providing for elections by ma¬
jority. But there are dictatorships
with which we cannot interfere, as
in Russia, China, Brazil; and the
Atlantic Charter correctly recog-

nizes/'the right of all peoples to
choose the form of government
under which they will live," so
that the finest type of democratic
constitution may later degenerate
into a fascist or a communist dic¬
tatorship. Yet the victory of the
democracies should make democ¬
racies more popular, and ' in the
immediate post-war period a
boost can be given them. Any ef¬
fort to impose democracy on the
entire world, however, would be
impossible and far more likely to
cause war than prevent it.
Seventh. The Allies should

provide for the revision of the
world code of international law,
extending it to provide the rules
and ideals which shall govern the
relations of sovereign nations in
times of crisis and with relation to
vital national interests., We are

proposing to abolish the German
doctrine that "might makes right,"
and there should be an affirma¬
tive statement of the principles
on which the nations of the world
may live together in peace. It
may be extremely difficult, as I
shall indicate later, to work out
the machinery by which this law
or any treaty shall be enforced,
but if the law of peace is clear
and definite it is much easier to
enlist in its support the moral
forces of the world. I believe there
should be a World Court to in¬
terpret the law as recommended
by your Bar Association Commit¬
tee and to decide all cases based

upon such,Jaw which may be
submitted to it. There may be
many ideals in this world which
can never be attained or even

promoted by force. We ought
to distinguish more clearly than
we do those ends which can only
be obtained by voluntary appeal
and the education of public opin¬
ion, and those which are within
the proper scope of official power.
For instance, the New Deal
bureaucrats would have accom¬

plished far more in the United
States in food and price control
if they had used the voluntary ap¬

peal and education methods of
the World War period than they
have by regulating everything and
threatening crackdowns and
prison sentences./ And the same

thing is going to be true in the
continued maintenance of peace.
Force' may be necessary in the
background, but it won't succeed
unless there exists in the greater
part of the world a public' opinion
educated to peace and to the prin¬
ciples of law on which it -is
founded. »

I have reviewed at some length
the steps which must be taken
before we even come to consider
the question of the use of power
to enforce peace.- I have done-so
to show that too much emphasis
is being placed on this question
of power and the passage of reso¬
lutions which treat our participa¬
tion in the use of force as the

panacea on which all depends.
The peace of the American
people will depend much more on
the skill and good faith by which
these seven policies are pursued
in the period immediately after
the war. Only if these founda¬
tions are firm can we go on to
erect on them the international

machinery with power for which
Mr* Fulbright asks, and I doubt
if by the 1944 election or perhaps
for several years after the arm¬

istice, any definite plan will be
presented for an International
Organization to Enforce Peace.

Alternative Plans to Insure Peace

Nevertheless, it is a good time
to discuss and distinguish the
various plans between which the
United States "must ultimately
choose as a matter of its foreign
policy. Mr. Fulbright's plan is
apparently intended to rule out
isolationism without stating just
what he would substitute for it.
If by isolationism he means the
position of those who believe we
should retire to America after the
war and take no interest in any

association of nations or the ac¬

tions or trouble of other nations,
I don't know anybody who favors
it. But there is a respectable body
of opinion, perhaps a majority,
which believes in all the steps I
have suggested, but does not
think the United States should

commit itself in advance to take

any action outside of its territory.
They would have us remain free
to interfere or not interfere ac¬

cording as we consider the oc¬
casion of sufficiently vital inter¬
est to this country. This position,
and not isolationism, has been the
traditional policy of the United
States for a hundred and fifty
years. While I would myself favor
a change in this policy under cer¬
tain conditions, I doubt if it
should be formally excluded from
consideration at this time, or un¬
til we agree on some other prac¬
tical policy. " * . "
There are 1;hree other principal

policies which might be adopted
under the Fulbright formula of
"international machinery with
power.", They are completely
distinct and contradictory. First,
we have . the Federal Union plan
proposed by Henry Streit. and
former Governor Stassen, calling
for the incorporation of this coun¬

try r into * an international state,
That seems to me the implication
of the Ball Resolution proposing
an international - police _ .force
greater than. any national force.
Second, we have the policy pro-
oosed by Walter Lippmann in his
book, "U. S. Foreign Policy,"
based primarily on a defensive
and perhaps offensive, alliance
with the British Empire and if
possible with Russia;, The former
interventionist forces in the East

appear to be swinging to this
Lippmann Alliance Policy. Third,
an association of sovereign na¬
tions to include the'United Na¬
tions and -ultimately all others,
covenanting together to use their
forces to prevent aggression., This
seems to me the plan to which

Mr. Churchill and Mr. Roosevelt
have , leaned,., in •, the;. Atlantic •
Charter and in their public ut¬
terances The differences between
these three policies is greater
than the difference between
either of them, and the traditional
American policy of maintaining
a free hand.

. ; "■ '

40:i Federal Union 444X0444
The theory of an international

state bearing ' the same relation
to nations and their citizens as

our Federal Government bears to
the States and their citizens ap¬

pears to me to be fantastic, dan¬
gerous and impractical. It is
[proposed that it have a supreme

legislature, executive and' court,
jit would maintain an all-power¬
ful military force able to domin¬
ate all nations. It would control
all trade, all seaports and all air¬
ports within the various nations/1
SuCh a • state," in my opinion, ,

would fall to pieces in ten years/
The whole idea is based; on the- V
Union of the thirteen colonies; in
1787. . But those colonies were /
made up of men of: similar
origin, similar methods of .

thought, similar ideals, with simi- v.-
lar forms of government, j They

'

lived > approximately the I same
kind of life, with similar stand¬
ards of living. Even in that case

one single difference resulted in 4
a violent ; civil war seventy-five
years ...later which almost de¬
stroyed the Union. • Here we

would be attempting to unite
peoples who rdo not understand
even how their new fellow citi¬
zens begin' to think; we would
join democracies with dictator¬
ships, Moslem states . with
Christian states,the Brahmin
with the Rotarian, men who talk •.

only Japanese with men who talk
only English. We would attempt
to unite the most highly civilized
with the aborigines, the workman
who earns, $20 a day - with the
coolie who earns 20c a day.The
difficulties, of holding together -

such a Tower of Babel under one v
direct government would be in¬
superable. < •, -•. .

/ Furthermore, if . it could ~re-0
main in existence at all, it would A

not remain democratic—if a state

including .dictatorships like Rus¬
sia, China,-Brazil and Greece
could ever have been democratic.
True democracy depends on local
self-government, jeffective access
of the people to their central gov¬
ernment, and the protection of
unalienable individual rights.
Sometimes I question whether the
United States has not reached the
limit of size under which the

people of a nation can have a real
voice in its government. Certain¬
ly a world government at Geneva
or; Panama would listen more

closely to the voice of cranks and
pressure groups than to the voice
of rural Illinois, for instance.It
is significant that the British Em¬
pire because of its size has moved
toward decentralization of gov-^
ernment, and has today no overall
legislative body, no: overall ex- ;:

ecutive, and no overall police
force. If Canada and Australia
and New Zealand and South-

Africa and Eire are regarded as /
too diverse to be consolidated into/.'
one government, what about
China, Japan, Russia and Ethi- ;

. Third, I don't believe our Al¬
lies, England and Russia/ would
agree- for . a moment to submit
themselves to an international
state and have their-seaports and
airports run by an international
bureaucrat. Remember that; this
would involve / scrapping all
armament for an international
police force, controlled by some
international executive selected
by a body the control of which
would rest in a combination of
member nations impossible to
predict. If you can see Winston
Churchill liquidating the British
fleet, or Joe Stalin dismissing the
Russian Army, or either of them
turning over . their •. forces to
,, (Continued on page 922) ~ ~

■
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DIVIDEND NOTICES

Allied Chemical 8C Dye Corporation
61 Broadway, New York

August 31,1943
Allied Chemical & Dye Corporation

has declared quarterly dividend No. 90
of One Dollar and Fifty Cents ($1.50)
per share on the Common Stock of the
Company, payable September 20,1943,
to common stockholders of record at the
close of business September 10, 1943.

'} •: V w. C KING, Secretary

THE ATLANTIC REFINING CO.

PREFERRED /
DIVIDEND'

NUMBER

3 o:

At a meeting of the Board of Directors
held August 30, 1943, a dividend of
one dollar ($1) per share was declared
on the Cumulative Preferred Stock
Convertible 4% Series A of the Com¬
pany, payable November 1, 1943, to
sbckholclers of record at the close of
business October 5; 1943. Checks will
be mailed.'

w M O'CONNOR
August 30,1943. ' Secretary

•>' calumet and hecla consolidated
; . copper company . -

Dividend No. 45
A dividend of twenty etnas (,$0.20) per share

will fcw paid on September 16, 1943, to holders
of the outstanding Capital Stock of the Calumet
and Hecla Consolidated Copper Company of
record at the close of business September .4.
1943. Checks will be mailed from the Old
Colony Trust Company, Boston, Mass. ;

\ ;fr,rj.;A,ryI A. D. NICHOLAS, Secretary.
Boston, August 26, 1943. i i v

J. I. Case Company
■ '

Incorporated
Racine. Wis., August 27, 1943. ; ;'

A dividend of $1.75 per share upon the out¬
standing Preferred Stock of this Company has

: been -declared payable October 1, 1943, to ho'd-
ers of record at the close of business September
11, 1943.

THEO. JOHNSON, Secretary.

(OMMERCIAL jNVESBffiffJSjSr
& CORPORATION

■-t-v-.j/rr v;.-; ■ t

Common Stock, Dividend

\quarterly dividend of 75 cents per share in cash
has been declared on the Common Stock of

COMMERCIAL INVESTMENT TRUST

CORPORATION, payable October 1.1943, to
stockholders of record at the close of business

September 10,1943, The transfer books will not
close. Checks will be mailed.

/ ' JOHN I. SNYDER, Treasurer.

August 26, 1943.

The Board of Directors
of the

CONSOLIDATION

COAL COMPANY
(IncorporatedinDelaware)

has this day declared the regular quarterly
dividend of 62% cents per share on the $2,50
Cumulative Preferred Stock, payable on
October 1, 1943, to stockholders of record at
the close of business on September 16, 1943.
Checks will be mailed.

... :V'.:;v;c.--E. Beachley,
Secretary-Treasurer

August 24, 1943

JERSEY CENTRAL POWER & LIGHT CO.
PREFERRED STOCK DIVIDENDS

The Board of Directors has declared the
following regular quarterly dividends: The 74th
qtly, div. of $1.75 on the 1% Preferred Stock;
the 65th qtly. div. of $1.50 on the 6% Pre¬
ferred Stock; and the 49th qtly. div. of $1.37%
on the &V2V0 Preferred Stock. Payable on Oc¬
tober 1, 1943, to stockholders of record at the
close of business September 10th.

R. R, BOLLINGER, Treasurer.

THE TEXAS COMPANY

164th,Consecutive Dividend mid
by The Texas Company and its

predecessor.

A dividend of 50fper share or two per
cent (2%) on par value of the shares
of The Texas Company has been de¬
clared this, day, payable on October 1,
1943, to stockholders of record as shown
by the books of the company at the close
of business on September 3, 1943. The
stock transfer books will remain open.

I. H. Lindeman

August 18, 1943 - Treasurer

'

1»t!
DIVIDEND NOTICES

. THE CHESAPEAKE. AND OHIO RY. CO.
A dividend for the third quarter of 1943 of

seventy-five cents per share on $25 par common
stock will be paid October 1, 1943, to stock¬
holders of record at close of business Septem¬
ber 8, 1943. ; Transfer books will not close.

H. F. LOHMEYER, Secretary.

E. I. du Pont de Nemours

& Company ;
Wilmington, Delaware: August 16, 1943

The Board of Directors has declared this day a

dividend of $1.12J4 a share on the outstanding
Preferred Stock, payable October 25, 1943, to
stockholders of record at the close of business

pn October 8, 1943; also $1.00 a share, as the
third "interim" dividend for 1943, on the out¬
standing Common Stock, payable September
14, 1943, jto stockholders of record ,at the close
of business on August 23, 1943. ,

: ' W. F. RASKOB, Secretary

GUARANTY TRUST COMPANY OF NEW YORK
'

-

New York, September 1, 1943.
The Board of Directors has declared a quar¬

terly dividend of Three Per Cent, on the
Capital Stock of this Company for the quarter
ending September 30, 1943, payable on October
1, 1943, to stockholders of record September 8,
1943,

MATTHEW T. MURRAY, Jr., Secretary.

Why No Joint
Stabilization Plan?

. (Continued from page 902) :
to the new American Flan nor

other official comments make
mention of a possible change of
British viewpoint toward gold. It
is known, of course, that the Brit¬
ish have also held consultations
with Allied Government repre¬

sentatives, and it seems entirely-
plausible that we shall shortly be
presented with a revised Keynes
Plan.

New discussions, unpleasant
comments and criticisms, such as
followed the premature publica¬
tion last April of the Keynes and
White Plans, may again fill the
columns of periodicals and finan¬
cial papers and convey to the
world-at-large the spectacle of
economic disunity among two
great Allies, Monetary stabiliza¬
tion being only one of several im¬
portant post-war problems which
will confront us at the termina¬
tion of the war, the world of fi¬
nance and the public in general
cannot help but fear that it is
easier to be united in the making
of war than to agree on post-war
economic policies.
This is the more regrettable,

since the stated principles and ob¬
jectives of the two governments
in regard to post-war monetary
policies are the same; therefore, a
joint British American P1 an
would undoubtedly have carried
more weight and greater author¬
ity in the coming international
discussions and would have been
a mighty and promising start on
the road of post-war economic
collaboration.

'r'/'A •' r: A. PERREN
Stamford, Conn., Aug, 30, 1943.

Capt. S3. Bsrnard k
Receives Sir Medal
Captain H. N. Bernard, Jr. has

been awarded the "Air Medal" for
"courage, skill and devotion to
duty while flying over enemy
territory in the face of heavy
enemy fire."

Captain Bernard was formerly
in the securities business in Bos¬
ton and is a member of the Boston
Securities Traders Association,
His present address is A. P. O. 681,
45th T. C. Squadron, c/o Post-;
master, New York, N. Y.

Ins. Stock Has Possibilities
At current levels New Amster¬

dam Casualty Company offers an

attractive situation with possibili¬
ties for a substantial increase in

the rate of dividend payments, ac¬
cording to a circular prepared by
Huff, Geyer & Hecht, Inc., 67 Wall

St., N, Y. City. Copies of this in¬

teresting circular may, be had
upon request from Huff, Geyer
& Hecht. " • '

Idaho Power Gommon
Offered By Blyfh & Go.
Public offering was made Sept.

1 of 450,000 shares of common
stock of the Idaho Power Co. at

$245/&f a share by a nationwide
group of investment dealers
headed by Blyth & Co., Inc., and
Lazard Freres & Co.

The sale of this stock, which
constitutes the entire authorized
and outstanding common of Idaho
Power Co,, does not represent new
financing. The stock comes from
the treasury of Electric Power
and Light Corp., the sale being a
step in.its program to divest itself
cf all interest in Idaho Power Co.,
and all proceeds go to Electric
Power & Light Corp. , v

Electric Power's sale of its
Idaho Power stock to the under¬
writers was made as a step con¬
sistent with its plaii filed with the
Securities and Exchange Commis¬
sion under Section 11 (e) of the
Public Utility Holding Company
Act of 1935, for compliance with
Section 11 (b) of the act. With
the sale of this stock by Electric,
Idaho Power ceased to be a sub¬
sidiary or an affiliate of Electric
or of Electric Bond and Share Co.,
the parent company.
Associated with Blyth & Co.,

Inc., and Lazard Freres & Co.,
are: A. G. Becker & Co., Inc.;
Boettcher & Co.; Bosworth, Chan-
ute, Loughridge & Co.; Brush,
Slocumb & Co.; Central Republic
Co., Inc.; Cruttenden & Co.; J. M.
Dain & Co.; Davis, Skaggs & Co.;
Dewar, Robertson & Pancoast; El.-
worthy & Co.; Ferris & Hard-
grove; Graham, Parsons & Co.;
Hallgarten & Co.; Wm. P. Harper
& Son & Co., Inc.; Hill Richards
& Co.; J. J. B. Hilliard & SOn; W.
E. Hutton & Co.; Kebbon, McCor-
mick & Co.; Kidder, Peabody &
Co.; McDonald-Coolidge & Co.;
Mitchum, Tully & Co.; Murphey,
Favre & Co.; Pacific Company of
California; Paine-Rice & Co.;
Rauscher, Pierce & Co., Inc.;
Schwabacher & Co.; Chas. W.
Scranton & Co.; Shields & Co.;
Shuman, Agnew & Co.; Smith,
Moore & Co.; William R. Staats
Co.; Sutro & Co.; Wegener & Daly,
Inc.; Whiting, Weeks & Stubbs
Incorporated; the Wisconsin Com¬
pany; Harold E. Wood and Co.;
Woodward-Elwood & Co.; Wyeth
& Co., and Morgan Stanley & Co.

Peiblie llliiify Securities
(Continued from page 919) :
It is obvious that there is a wide

range of possible forecasts of both
gross and net, which are tabulated
as optimistic, moderate and
pessimistic. We summarize the
results as follows (millions of dol¬
lars): ;'A : 7 ■ . *'

, , Post-War (1947)
1941 1942 Opt. Mod. Pes.

Gross revs. &
mis, inc.„ 2,595 2,742 3,127 2,963 2,748

Wages & sal. 364 , 385* 437 " 453 474
Fuel 250 '280* 300 ' 295 280
Other exps. 333* 346* 409 411 413
Deprec. 279 294 323 338 353
Taxes, Fed. 226 330 364 326 247
Taxes, oth. 294 298 328 343 358
Fxd. chges. 312 310 294 298. 301

Net income— 537 499 , 672 499 322

'

*Estimated. '

The range of over 100% be¬
tween net income under "pessi¬
mistic" and "optimistic" is due to
the fact that each column repre¬
sents the worst or the best fore¬

cast for eight different factors. It
seems very unlikely that each of
these factors would follow the

same trend, and the result is more
likely to be a mixture of favor¬
able and unfavorable factors. The

firm's estimates on taxes seem

rather on the high side, partic¬
ularly for miscellaneous taxes,
which in the past,have remained
fairly stable. The trend of Federal
taxes appears likely to remain the
principal influence affecting net
income, and hence an important
factor in security prices.

QJm
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Investment Trusts
Investment Company Briefs

A good example of the fact that 940 Certificates of Participation in
size and performance are not the Keystone Funds, representing
necessarily related in the mutual a current asset Value of $3,511,500
fund field is to be found in Com-: are now held in fiduciary or in-
monwealth Investment Company, 'stitutional accounts—and' the
sponsored by North American Se¬
curities Co. of San Francisco.

This little fund—net assets as

of June 30, 1943, amounted to
$1,655,910—has led the entire
field of so-called common stock
funds and combination funds in

performance over the past three
and one-half years. And when
you consider the fact that more
than 75% of all such funds out¬
performed the Dow-Jones Com¬
posite Average during that ex¬
tended period, the record of
Commonwealth is all the more

outstanding.

Breathing hard on Common¬
wealth's neck, and actually bet¬
tering its performance moderately
during the past year and one-half,
are Incorporated Investors, Fund¬
amental Investors and Fully Ad¬
ministered Shares of Group Se¬
curities, Inc.

Last report to day on National
Securities & Research Corp.'s va¬
cation cash bonus contest (ended
Aug. 31) was dated Aug. 13, 1943,
and read in part as follows:
"We are pleased at the hand¬

some checks already mailed to
many salesmen and the further
credits being piled up. From the
standpoint of paying out money,
this is the most successful contest

we have had in our thirteen years'
experience." ty;-,'^t Uy:■>>■■■.[■■ v.

Railroad Equipment and Hous¬
ing are the subjects of the eighth
and ninth articles in National's
current series being published
weekly in its Investment Timing
service. Similar conclusions are

reached regarding the position of
both industries. While both appear
to afford good post-war invest¬
ment prospects, it is felt that bet¬
ter purchase opportunities may

develop. "'"'..'-..i' ''/. / •

An attractive new folder on

National's Low-Priced Common
Stock Series made its appearance
last week. Up 106% from the 1942
lows to the 1943 highs; another
130% to go to equal the 1937 highs
(average of portfolio issues) are

among the potent sales points
listed for this series.

■, * * * /,

"A Solution to Fiduciary Invest¬
ment Problems" is the "title of the

latest Keynotes. Convincing argu¬
ments for the use of mutual funds

by trustees are concluded with the
following statistics: "More than

General Bond
Shares

A Class of Group Securities. Inc.

Prospectus on Request

DISTRIBUTORS

GROUP. Incorporated
63 wall street—new yobs

The

GeorgePutnam

Fund

Prospectus on Request

PUTNAM FUND DISTRIBUTORS, INC.
50 STATE STREET, BOSTON

number of such accounts is in¬

creasing at the rate of about one
new account every business day."
The August issue of the Key¬

stone Investor contains a perform¬
ance table covering the first seven
months of 1943 which should go a
long way toward giving holders
of Keystone Certificates of Par¬
ticipation that satisfied feeling.
The four,Keystone Bond Funds,
with a single exception, outper¬
formed various bond - averages.
Both Preferred Stock Funds did
better than Standard's Preferred
Stock Index. Two of the four
Common Stock Funds beat the
various stock averages and a third
outperformed all but one of them.

* ♦ * ,

Lord, Abbett's Union Dealer has
a commonsense discussion ori dis¬
count bonds. Under the title,
"Discount Bonds Are Becoming
Better Bonds," the bulletin points

(Continued on page 923)
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Peace or Politics?
(Continued from page 920)

President Whoozis of Worlditania,
you are more clairvoyant than I.
Finally anyone who 'suggests

such a plan is proposing to tear
up the American Constitution,
which has made* this nation the

greatest power in the world and
set an example of successful
popular rule to the entire world.
We are asked to scrap a tried

, plan which up to this time has
successfully maintained our lib¬
erty and afforded to this country
the protection against invasion
and interference which is the al¬
leged purpose of all these in-

♦ ternational plans. It doesn't seem
to me consistent with American
patriotism, and most of our
people are still patriots. If Con¬
gress is going to pass any resolu¬
tion a tall, it certainly should ex¬
clude the possibility of an in¬
ternational supergovernment. I
may say that the resolution of
Senators Vandenberg and White
does exactly that by emphasizing
the fact that any proposed inter¬
national arrangement shall be
made between sovereign nations.

British-Russian-American
« SPuper-Alliance

A plan completely antagonistic
to the Stassen plan is proposed by
Walter Lippman in his recent
book "U. S. Foreign Policy, Shield
of the Republic.", He urges that
we form an alliance with England,
Russia, and perhaps China. Pre¬
sumably this will bind the par¬
ties to go to the defense of each
other if either is attacked and

perhaps to join in certain offen¬
sive action. The alliance is to be
so strong that we cannot be suc¬

cessfully attacked It is an ex¬

pression of the proposition ad¬
vanced by me earlier that we
should have an adequate army,

navy, and air force for our own
defense, as one of the means of
discouraging and preventing an

attack, but it is maintained that
no such force can be adequate for
that purpose without an alliance
at least with England. This posi¬
tion seems to overlook the fact

that alliances have • their own

weaknesses, and are as likely to
fall apart at crucial moments as

any defensive plans based on a
nation's own armed forces. The
whole theory" is based on the as¬

sumption that there will be
powerful enemy forces seeking to
attack us, and that there will be
no general international ma¬

chinery with power to prevent the
t growth of armament and renewed
military aggression. Since 'by
hypothesis this alliance is to be
strdnger than any possible opposi¬
tion, it will have at least a
benevolent control over the entire
world. While it is suggested that
this alliance may grow into an
international association, that ap¬
pears to be an after thought. The
alliance is to come first and is to
remain in effect so that it is hard
to see how it can develop into
something fundamentally dif¬
ferent.

The book is brilliantly written
and it will have a profound effect
on American public opinion. It
will obtain much support because
undoubtedly in the few years
after the war Europe will be
dominated by the British, Ameri¬
can and Russian armies, and per¬

haps by some formal trusteeship
by those nations during the period
of reconstruction. It is often
easier to continue such existing
powers than to surrender them.
The idea m^y appeal also to the
nationalistic sentiment of those
Americans who picture America
dominating the alliance and the
world. It may appeal to the do-
gooders who regard it as the
manifest destiny of America to
confer the benefits of the New
*Deal on every Hottentot. The fact
that it is inconsistent with all the
ideals so eloquently stated by
Woodrow Wilson and Franklin
Roosevelt does not seem to be no¬

ticed by the followers of those
statesmen. It proceeds on the as¬
sumption that wars cannot be pre¬
vented by the education of the
human race to a rule of law and
order or by any international ar¬
rangement, but only by the armed
forces of America, England arid
Russia. 1 '

. Fundamentally this is imperial¬
ism. ■ It derides the idea that we
can defend'the United States, or
America, without sea-bases and
air bases in Europe, Africa and
Asia. It is said that we cannot be
safe unless our forces are equal
to the job of meeting all our com¬
mitments, that is oli defending
America, Greenland, Iceland,
Alaska, the Philippines and per¬
haps Australia and England
against any possible combination.
For that purpose we must control
all the sealanes and all the air-
lanes over the Atlantic and the
Pacific. Obviously if this is sound
policy for us, it is sound policy
for every other nation. England
must control all the oceans. Hol¬
land must control the routes to
the Indies. v Russia must have
bases on 1 all sides of the Baltic
and control the North Pacific be¬
cause Bering Strait cannot.. be
reached except by sea or air. If
we must have bases in Africa th
defend South America wh#
doesn't France or any other Afri¬
can power have to Jiave bases in
South America to defend Africa
from us? Since many nations are

dependent on imported food for
their very existence, they must
each dominate the sea lanes over

which that food must travel. The

theory can only lead to vast na¬
tional armaments in all parts of
the world; every nation or at any
rate every alliance of nations
must be able to control the seas,

which means, control the world.
It has long been recognized that
militarism, the very existence of
huge armaments potentially ag¬
gressive is a cause of war. They
are a tinder box which any spark
may ignite. Those who control
them unconsciously desire to see
them in action. They, create a

profession of militarists. The
plan is at variance with para¬
graph eight of the Atlantic Char¬
ter which provides for the dis¬
armament of the Axis nations,
and "all other practicable
measures which will lighten for
peace-loving peoples the crushing
burden of armaments."

Mr. Lippmann bases his plea
for an English defensive alliance
on the claim that from 1823 to

1900 we depended on an under¬
standing with England which
gave us the British fleet to en¬
force the Monroe Doctrine, and
that from 1900 to 1940 our foreign
policy was bankrupt because our
army and navy were not large
enough to enforce the Monroe
doctrine and defend the Philip¬
pines. As for the earlier period
there was a long succession of
eminent American Secretaries of
State from John Quincy Adams to
Seward and Olney and Hay who
certainly would be very much
surprised to learn that there was

any alliance of any kind with
England, express or implied, to
enforce the Monroe Doctrine. It
was always doubtful whether a

little nation like the United
States could enforce that policy.
But we could make a lot of
trouble for anyone who violated
it; and we relied on the fact that
European nations could find other
areas in the world more attractive
for colonization or exploitation,
and were usually involved in
quarrels between themselves. As
a matter of fact the number of

different races in Europe is so

great, the racial feelings so strong,
the physical conditions so di¬
verse, that no nation since Rome
has ever been able to conquer all
of Europe or dominate any great
part of it for long. England and
Russia are just as much a part

of Europe as France and Ger¬
many. Neither has ever been
conquered. A policy affecting
South America or the Far East
therefore was carried out, and
can still be carried out, with the
certain assumption that it will not
meet a' combined European op¬

position.' v.1
As for the period after 1900 our

foreign policy was undoubtedly
based on a mistaken assumption
that one nation ' would not

wantonly attack another. But we
had a navy from 1900 to 1914 ade¬
quate to defend ourselves against
any nation except England whose
peaceful intentions we assumed;
except for our position in the
Philippines which we always in¬
tended to be temporary. After
the World War we maintained the
same position. The disarmament
Ireaties so divided naval strength
that again we had adequate pro¬
tection against any combination
of countries which did not include

England. Again the Philippines
were regarded as indefensible and
were to be made independent
shortly.
It was only after the expiration

of the naval treaties that our

foreign policy became bankrupt.
Then we permitted Japan to in¬
crease its Navy while we neglect¬
ed to modernize our own suffi¬

ciently. Then we failed like
France and England to keep up
with the procession in military
aviation, and let Hitler assume
control of the air. But Hitler only
came into power in 1932, and be¬
fore that airplanes were forbid¬
den to Germany and its army
limited to 100,000 men. If we had
developed a sufficient land-based
air force it seems now that we

could even have defended the

Philippines.
Nor was there anything isola¬

tionist about our foreign policy
in the twenties after the first re¬
fusal to join the League of Na¬
tions. The disarmament treaties,
the Eight Power Pact in the Pa¬
cific, the Kellogg treaties were
all efforts to work with other na¬

tions. We were willing to go fur¬
ther than the British in the im¬

position of sanctions against
Japan and Italy. In the Dawes
and Young Plans we attempted
to help in solving the economic
trouble brought on Europe by the
Versailles treaty. One of Presi¬
dent Hoover's last acts was to
secure • the postponement or

reparations and the freezing of
the German short-term credits.
Our foreign policy was never

bankrupt. In his eagerness to
support a preconceived thesis, Mr.
Lippmann seems to me to have
distorted historical fact.

The policy which he advocates
would have promoted war in the
past and would promote war in
the future. I have pointed out
how it would promote militarism,
one of the causes of war. But it
has other dangerous results. A
military alliance presupposes an

enemy threatening war. A mili¬
tary alliance is always an alliance
against someone. It arouses the
antagonism of the world and leads
to the formation promptly of a
counteralliance. Once the whole
world is lined up in two opposing
camps another world war is only
a question of time. To avoid
that condition is the very pur¬

pose of all the ideals and plans
for any kind of world federation
for peace.

A defensive military alliance
based on a control of all the sea-

lanes and airlanes of the world is

bound to produce imperialism.
Our fingers will be in every pie.?
Our military forces will work
with our commercial forces to ob¬
tain as much of world trade as we

can lay our hands on. :We will
occupy all the strong strategic
points in the world and try to
maintain a force so preponderant
that none shall dare attack us.

How long can nations restrain
themselves from using such force
with just a little of the aggresive-
ness of Germany and Japan? Look
at the history of the British Em¬

pire, how a trading post in India
extended itself into a rule over

300,000,000 people, how the Boer
War led to the domination of the

Transvaal, how the desire for Chi¬
nese trade led to the colonization
of Hong Kong. Potential power
over other nations, however
benevolent its purpose, leads in¬
evitably to imperialism,

'

Any policy based primarily on
alliances is an abandonment of
the ideals on which the American

Republic - is founded.; It substK
tutes force for a rule of law in
the making of which law all those
participate who are to be gov¬
erned. It establishes government
without the consent of the gov¬
erned. It is of course inconsistent
with the Atlantic Charter formal¬

ly approved by 32 United Nations.
The first clause of that document

says "The countries seek no ag¬

grandizement, territorial or
other." Yet here certainly is a
substantial aggrandizement of
power plus the seizue of any bases
which may be thought necessary.
The desire to secure the alliance
with Russia has led Mr. Lipp¬
mann to sacrifice the third clause
of the Atlantic Charter promising
the restoration of self-government
to those nations who have been

forcibly deprived of it, for he as¬
sumes that Russia will take over

the Baltic states, and in his eager¬
ness for the Russian alliance he
seems prepared to go a long way
in conceding Russian domination
over Poland and all the other
border states. He is proposing to
substitute for the appeasement of
Germany any appeasement of
Russia necessary to secure an al¬
liance. He proposes to substitute
for American isolationism, the
isolationism oL Britain, America,
Russia and perhaps China from
the rest of the world.

Finally my own opinion is that
we are not fitted to a role of im¬

perialism and would fail in any

attempt at world domination. We
do not have the interest or the

temperament to make a success.,
We .are so strongly democratic
that we don't approve of ruthless-
ness even when necessary for suc¬
cess. We permit our colonial
problems to be determined by
domestic policies. We don't really
want to boss other peoples, and so
we don't do it well. If we did

succeed in becoming imperialists
abroad it would be likely to
change our whole attitude at
home. xWe are in enough danger
from totalitarianism now, without
abandoning the ideal of a rule of
democratic law in foreign rela¬
tions.

There may be some question
whether the Fulbright resolution
covers the Lippman plan, but on
the whole I believe it does. A
British-American-Russian alii-
ance is . probably international
machinery, and it certainly has
the power. I should prefer a reso¬
lution not sufficiently broad to
cover this plan of imperialism.

Organizations of Sovereign
; Nations " >" .'

The plan for an enforced peace
which accords most closely with
the ideals of the American Re¬

public, and of the Atlantic Char¬
ter, is that for an Association of
nations to include the United Na¬
tions and the Neutrals and, after
a period of probation, the Axis
nations. It would be supported
by covenants between sovereign
nations agreeing to determine
their disputes by the law of na¬
tions and judicial decision or by
arbitration. It would further be

supported by covenants to join in
the use of force against any na¬
tion determined to be an aggres¬

sor by the decision of some inter¬
national tribunal. Frankly this is
an obligation which the American
people may be loath to undertake,
but I believe they will undertake
it, because they know that if war
is not prevented at the start un¬
der modern conditions, it is more
than likely to spread throughout
the world. Certainly this plan is

to be preferred to an interna-

''

V- 4 i1 t •? ' ' •v '" 1'''"- i • m ' '«•'
tional'state or a British-Ameri¬
can-Russian offensive-defensive

alliance.
But there are certainly condi¬

tions to be insisted on. First, force
should not be called for against .

any nation because of any inter- ;;
nal domestic policy, except re¬
armament in excess of a quota
imposed or agreed to. Interfer¬
ence in domestic policies, even
such vital matters as tariffs or

the treatment of minorities, would
be more likely to make war than
prevent it.';. The test is: is the
subject one on which the people of
the United States would be willing
to have other nations interfere -V
with our internal action? If not,
we should not attempt to impose ,

such interference on others. Sec¬

ond, the covenant must be pre¬
ceded by an economic arrange¬
ment fair to all Rations, and by
political arrangements providing
for proper self-determination. The
covenant, of course, must provide
for the revision of boundaries and
obligations, but essentially we will
be asked to guarantee the status
quo. We cannot make that
guarantee unless the status quo is
fair to all peoples and gives them
a chance to live, and therefore af¬
fords a reasonable hope that peace
can be maintained. Third, I be-
lieve that any obligation to use
force in Europe should only be &
secondary, not to be effective un¬
til the peaceloving nations of
Europe have exhausted their own
resources. This is in accord with
Mr. Churchill's suggestion of a
Council of Europe under the As- ?
sociation of Nations. We cannot

help solve the problems of Europe
unless the great majority of the
European nations first agree on
what that solution should be.
I quite agree that it may be im¬

possible to work out an Associa¬
tion of Nations, but that is no
reason for not trying. Russia may
insist on conditions in Eastern k
Europe or in Eastern Asia in con¬

flict with our insistence on self-
determination of peoples, but I
hope not. England may insist on y
an empire which our people do J
not care to support, but I do not '
think so. The question of relative
representation in tribunals to pass
on questions involving the use of
force is always difficult to adjust.
But if Mr. Fulbright's resolution
were confined to machinery of the
character I have described I
should be glad to support it. v

Conclusion

I don't believe that the time has
come to consider what our alter¬
native course should be if the ef¬
fort to establish an Association of
Nations based on law and orderly
justice, with enforcement provis¬
ions should fail. Let us not as¬

sume that it will fail. But if. it
failed we would * then be con¬

fronted with a choice between the

Lippmann plan of a defensive al¬
liance with England and Russia
designed to dominate the world, or
an independent policy with no ob¬
ligations assumed in advance. I
do not hesitate to say that I should
prefer the continuation of our
traditional policy, with the hope
that the time might soon come

when an international agreement.
might be reached. / »'.
In the meantime we could pro¬

ceed with the seven points I first
suggested including provision for
our own defense, and actively in¬
terest ourselves in assisting those
nations who desire our help to be*
come self-supporting economical-,
ly. We could judge of the serious¬
ness of any crisis which may arise
in the world and weigh the need
of interference by- our armed
forces. England and ourselves
could assume that neither would ':
attack the other, and be free to co¬

operate in any emergency. That
policy has not brought upon us
either catastrophe or invasion in
the past and is not likely to do so

in the future.

I have tried to suggest the in¬
finite complications which we face
in foreign policy, and the great
difference of principles involved
in the alternatives presented. I*
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Calendar of New Security Flotations^
'•

. - OFFERINGS',';
ALL AMERICAN AVIATION, INC. Y'Y'-'I
All American Aviation, Inc., has filed a

registration statement for 26,218 shares of
convertible non-cumulative preferred stock,
par $25 per share, and 131,090 shares of
common stock, par $1 per share, to be re¬
served for issuance upon the conversion of
convertible non-cumulative preferred stock
into common stock.'
Address—200 West Ninth St., Wilming¬

ton, Del. ;jYY' ;■; '
Business—Present business is conducted

by its two major divisions, Air Transport
Division and the Manufacturing Division.
Underwriting—If any offering is made

through underwriters their names will be
...supplied by amendment. ,;'V;

Offering— The preferred' stock will be
initially offered by the company for sale
at $25 a share to holders of ten or more

shares of company's common stock on the
.basis of one share of preferred stock for
each full ten shares of common. The
period within which holders of common

.'istock may exercise their rights to sub¬
scribe to shares of preferred stock will ex¬
pire ten days after the initial date of
offering. Thereafter any remaining shares
'of preferred stock will be offered to the
.general public at $25 a share, or the com¬
pany may offer any remaining shares to
underwriters for sale to the public at $25
a share. ■ ■ 'Y,Y ,v ; Y
* Proceeds—Will be applied to finance
the company's operations under its con¬
tracts with, the U. S. Government and to

, "discharge certain of its outstanding obli¬
gations, - / ;r 1 ' Y
j Registration Statement No. 2-5147. Form
S-2. (5-28-43).- Y • • u':'.- ■■ !'Y
Registration statement effective 5:30 p.m.

EWT. on June 21, 1943 as of 5:30 p.m.
; ,EWT. June 16, 1943; ;y.;-;/. •••• Y/

Company in an amendment Aug. 19,
'1943 states that 5,720 shares of preferred
have been sold to common stockholders
at $25 per share and 20,498 shares will be
sold at. $25 per share through Blyth & Co.,
Inc., as underwrite?. Y'Y-YY'/YY

1 Offered—20,498 shares of 4% convertible
preferred stock offered at par ($25 per

share) Aug. 30, 1943 by Blyth & Co., Inc.

BRANIFF AIRWAYS, INC.

Braniff Airways, Inc., has filed a regis¬
tration statement for 400,000 shares of
common stock, par value $2.50. ;.v:,'
Address—Love Field, Dallas, Texas.

\ Business—Company is fifth largest com¬
mercial airline in the country in passenger
"miles flown, It has applications pending
for extensions of its domestic routes.

Offering—Price to the public will be
supplied by amendment.
V Underwriting—F. Eberstadt, New York,
heads the group of underwriters. Others
will be named by amendment.
Proceeds—Company intends to add the

'net proceeds from the sale of the stock to
iits general, funds as additional working
capital. Proceeds subject to foregoing may
be applied to replacement of flight equip-
"ment requisitioned by the government; to
purchase of additional equipment necessary
(to meet passenger and cargo traffic re¬
quirements on present and t proposed

^domestic routes; to purchase of planes
i incident to operation of proposed trade-
area feeder system and purchase of planes
and other equipment for, initiation of
operations of proposed foreign routes.
Registration Statement No. 2-5198. Form

S-l. (8-12-43). - V v. :

Registration statement effective 5:30
p.m. EWT on Aug. 27, 1943.
, Offered Aug. SO, 1943 at $12.75 per

. share by F. Eberstadt & Co.; Merrill
Lynch, Pierce, Fenner & Beane; Courts &
Co.; Eastman, Dillon & Co.; Otis & Co.;
Paine, Webber, Jackson & Curtis; Sutro &
Co.; Boettcher and Co.; E. H. Rollins &
Sons Inc.; Shields & Co.; Hawley, Shepard
& Co.; A C. Allyn and Co., Inc.; Ames
Emerich & Co., Inc.; Butcher & Sherrerd;
Kidder,. Peabody & Co.; Mitchum, Tully &
•Co.; O'Melveny-Wagenseller & Durst, Inc.;
Equitable Securities Corp.; Loewi & Co.;
"Bankamerica Co.; Dewar, Robertson &
Pancoast; Johnston, Lemon & Co.; A. M.
•Kidder & Co.; Riter & Co.; Spencer Trask
.& Co.; Stein Bros. & Boyce; Auchincloss,
;Parker & Redpath; Alfred L. Baker & Co.;
E. W. Clark & Co.; Hill, Richards & Co.;
Van Alstyne, Noel & Co\; Grubbs, Scott
and Co.; The Wisconsin y!o.; Pacific Co.
of Calif.; J. C. Bradford &,Co.; Cohu &
Torrey; Barrett Herrick & Co., Inc.; Hill
Brothers; Nashville Securities Co.; Bond
.& Goodwin Inc.; Bosworth, Chanute,
.Loughridge & Co.; Cruttenden & Co.;
Doolittle, Schoellkopf & Co.; A. G. • Ed-
'wards & Sons; Estabrook & Co.; Robert
Garrett & Sons; Graham, Parsons & Co.;
Peters, Writer & Christensen, Inc.; Put-

have tried to indicate that we

show a complete lack of grasp of
the fundamentals of peace policy,
if we debate only the question of
force. ' y':,y '
I suggest that instead of passing

vague resolutions about machinery
with force we ought to discuss the
basic principles by which we can

hope to assure a peace in the
world, which will enable America
to work out her destiny at home.

' The time has not come when the

President, or Congress, or the peo¬

ple can make a final decision, be¬
cause we do not know the condi¬
tions which will exist at the end
of the war. Until that time comes

I do not believe we should, if we
could, tie our hands against the
adoption of any policy which the
American people after due con¬
sideration may then desire to
adopt.

nam & Co.; Stix & Co.; Watling, Lerchen
& Co.-; Bateman,-Eichler & Co.; Ferris,
Exnicios & Co., Inc.; Granbery, Marache
& Lord; Kay Richard & Co.; Lester & Co.;
A. E. Masten & Co.;Nelson. Douglass & Co.;
Reinholdt & Gardner; Schwabacher & Co.;
Searl-Merrick Co.; Wyeth & Co.; The
Bankers Bond Co., Inc.; Burns, Potter &
Co., Inc.; Francis !, du Pont & Co.; Wyatt,
Neal & Waggoner; Bingham, Walter &
Hurry; George D. B. Bonbright & Co.;
Finger, Deane &r, Scribner; Murphey, Favre
& Co.; A. E. Weltner & Co., Inc.; West-
heimer & Co., and Herbert B. White. .

FROEDTERT ,,GRAIN & MALTING CO.,
'

INC. :■*:*. i-\
. .

Froedtert Grain & Malting Co., Inc.,
has filed a registration statement for
$2,000,000 15-year ZV»% sinking fund
debentures due Aug. 1, 1958. :•

Address—Milwaukee, Wis. . . .'
Business—Engaged principally in pro¬

ducing malt. v"Y-Y : £
Underwriters — The underwriters and

amounts underwritten . are as follows;.
Schroder Rockefeller .,<& Co,, Iqc., .N,'. .Y,,,
$500,000; Loewi & Co., N. Y., $500,000;
Eastman, Dillon & Co., N, Y., $150,000;
H. M. Byllesby & Co., Chicago, $150,000;
A. G. Becker & Co., Inc., Chicago, $100,-
0.00; Central Republic Co., Chicago, $100,-
000.; Lee Higginson Corp., Chicago, $100,*
000; Milwaukee Co., Milwaukee, $100,000;
E. H. Rollins & Sons, Inc., N. Y., $100,000;
G. H. Walker & CO., St. Louis, $100,000,
and Wisconsin Company, Milwaukee,
$100,000..

. ' . . ..... Y;
Offering—Price to public will be sup¬

plied by amendment.
Proceeds—Net proceeds estimated at

$1,978,844 will, together with such other
funds as may be necessary, be applied to
the redemption, on Nov. 1, 1943, and in
no event later than Aug. 1, 1944, of such,
of the company's cumulative convertible
participating preferred stock which may
be outstanding at time of redemption and
which shall not theretofore have -, been
converted into common stock of the com¬

pany. Each share of preferred stock so
redeemed will be redeemed at the sum of

$20, per share plus accrued dividends so

that in event all of the company's present¬
ly outstanding preferred stock is redeemed,
there will be required therefor, exclusive
of accrued dividends, the sum of $2,614,-
000. In the ,event that prior to the ef¬
fective redemption date for redeeming
preierred, more than 5,000 shares shall
have been converted into common, the
company will retire debentures in an

amount which, at principal amount, equals
the total, computed at the rate of $20
per share, of preferred stock in excess of
5,000 shares converted into common stock.
Registration Statement No. 2-5199. Form

S-J. (8-17-43). : Y..v.-.-.'YYY' " • -

Offered Sept. 1, 1943 at 102% and int.
by benroder, Rocxeielier & Co., Loewi &
Co. and associates. *, , -

IDAHO POWER COMPANY

Idaho Power Co. has filed a registration
statement for 450,000 shares of common

stocSk, $20 par value."1'All ofAhe stock is
outstanding and owned by Electric Power
& Light Corporation. Y.-i5. '.VYY
Address—1220 Idaho Street, Boise, Idaho.
Business—Company is an operating elec¬

tric pubhc utiiity engaged principally in
the hydro-electric generation, transmis¬
sion, uistnbution ana saie oi eiectric power
and energy. 7■
Underwriting — Underwriters will be

named by amendment. Apart from the
registration statement company announced
it has selected a group headed by Blyth &
Co., and Lazard Freres' to market the
shares. . ,■f.i.-::; ■; ' :■ // K'/i-'
Offering—Offering price to the public

will'be supplied by amendment. '
Proceeds—The proceeds of the sale are

to be received by Electric Power & Light
Corporation and not by the company, and
such sale does not represent new financ¬
ing by the company. Idaho is advised that
the sale of its common stock is being made
by Electric as a step consistent with Elec-;
trie's plan, filed with the Securities and

Exchange Commission under Section 11
(e) of the Public Utility Holding Company
Act of 1935, for compliance with Section
11 (b) of the act. After the sale of the

company's common stock by Electric, Idaho
will have ceased to be either a subsidiary
or an affiliate of Electric Power & Light
Corp. or of Electric Bond & Share Co., the
parent of Electric.
Registration Statement No. 2-5207. Form

S-l. (8-25-43).
Offered Sept. 1, 1943 at $24% per share

by Blyth & Co., Inc. and Lazard Freres &
Co. ana associates."

NORTHEAST AIRLINES, INC.
Northeast Airlines, Inc., has filed a reg¬

istration statement for 200,000 shares of
common sto7-k, par value $1 per share.
Address—General Logan Airport, East

Boston, Mass.
Business—Engaged principally as an air

carrier over routes in New England and in
southeastern Canada.

Underwriting — Lee Higginson Corpora¬
tion, Boston, heads the group of under¬
writers. Others will be named by amend¬
ment.- . ■ .V. . •'

Offering—The 200,000 shares of stock
will be offered to holders of common stock
of the company at a price to be supplied
by amendment, in the .ratio of two shares
for every three shares of common held,
and, subject to the offering to Stockhold¬
ers, not exceeding 50,000 shares will be
offered to certain individuals, investment
companies and other organizations. The
balance of the 200,000 shares not taken
on either of said offerings will be initially
offered to the public at the price offered
to the stockholders.
Proceeds—it is the present intention^of

the company to use entire net proceeds
to provide working capital needed for the
performance of the company's contracts
with the U. S. Government and for the

company's proposed development and ex¬

pansion of its operations. ,

Registration Statement No. 2-5200. Form
S-l. (8-17-43).

■ Offered Aug, 31, 1943 at $7 per share
by Lee Higginson Cobp.; Paine, Webber,
Jackson & Curtis; Graham, Parsons & Co.;
Courts & Co.; Whiting, Weeks & Stubbs,
Inc.; Estabrook & Co.; Perrin, West &
Winslow, Inc.; A. M. Kidder & Co.; Coburn
& Middlebrook; Josephthal & Co.; Wyeth
& Co.; The Milwaukee Co.; Piper, Jaffray
& Hopwood; Mitchell, Hutchins & Co.; Van
Alstyne, Noel & Co., and Harry A. Rounds
Co.

PENNSYLVANIA ELECTRIC CO. 7
Pennsylvania Electric Co. has filed a

registration statement for $4,000,000 first

mortgage bonds series due Sept. 1, 1973
and 35,000 shares cumulative' preferred
stock Series B $100 par value. Interest
rate on the bonds and1 dividend rate on
tlife preferred stock will be supplied by
amendment.

, ' = -

( Address—222 Levergood Street, Johns¬
town, Pa.'7/V1"; v \ 'Y' --."Y
Business—Principal business is the pro¬

duction, transmission, distribution and sale
of. electricity. "-Y,
Underwriters—To be supplied by amend¬

ment... - : :i': •' :

Offering—As soon as practicable after
registration statement becomes effective
company will ask for bids under competi¬
tive rule of the Securities and Exchange
Commission for the sale of the bonds and

preferred stock. Prior to the issuance of
the securities registered company will
acquire common stock, assets and fran¬
chises of Erie County Electric Co. Com¬
pany also proposes to acquire assets and
franchises of Keystone Public Service Co.
and Bradford Electric Co., affiliated com¬
panies. Applications for all such acquisi¬
tions are now pending before the "Com¬
mission. YY".';

Proceeds^—-TTet proceeds from the sale of
bonds and stock will be applied to the
extent necessary to redeem indebtedness
and preferred stock of1 the merged com¬
panies as follows: To redemption on Oct.
1, 1943, of all of the outstanding first
mortgage gold bonds, 5% series due 1978,
of Keystone Public Service Co., including
estimated interest, $4,175,000, and to the
redemption on or about Sept. 1, 1943, of
all of the then outstanding 5% non-voting
preferred stock, $100 par, of Erie County
Electric Co. $3,500,000, total $7,675,000.
Balance of proceeds, if any, will be added
to general tunds of the company.

Registration Statement No. 2-5195. Form
S-l. (8-5-43). Y
Registration; statement effective 5:30

p.m. EWT on Aug. 21, 1943.
Bonds awarded Aug. 30, 1943 to a syn¬

dicate headed by Salomon Bros. & Hutzler
at 105.577 as 3V8s.
Preterred stocx awarded to Smith,

Barney & Co. and associates at 103.516
per share, as 4.40% cumulative pref. stock.
Offering—Bonds offered Sept. 1, 1943 at

106 V2 and int. by Salomon Bros. & Hutzler,
Wertheim & Co., Stroud & Co., Inc.,
Weeden & Co., Inc., and Cooley & Co.
Preferred stock offered Sept. 1, 1943 at

$105.25 per share and div. by' Smith,
Barney & Co. and associates. ? v.

(This list is incomplete this Week)
Mill —w— Y'Y

Offering Of Stock Of

Offered At (02%
A new issue of $2,000,000 15-

year 3V2% sinking fund deben¬
tures of the Froedtert Grain &

Malting Co., Inc., was publicly of¬
fered Sept. 1 by a banking group
headed by Schroeder, Rockefeller
& Co., Inc., and Loewi & Co. The
debentures are priced to yield
102% and accrued interest. Others
in the offering group included
Eastman, Dillon & Co., H. M.
Byllesby & Co., A. G. Becker &
Co., Inc., Central Republic Co.,
Inc., Lee Higginson Corp., the
Milwaukee Co., E. H. Rollins &
Sons, Inc., G. H. Walker & Co.
and the Wisconsin Co.

Net proceeds from the sale of
the issue, together with other
funds, will be used for the re¬

demption on Nov. 1 of the cumu¬
lative convertible participating
preferred stock outstanding at the
time of redemption and which by
then has not been converted into
common stock. The preferred is
to be redeemed at $20 per share.
Net profit of Froedtert Grain &

Malting Co., for the fiscal year
ended July 31, 1943, was $861,980
after charges and Federal taxes,
comparing with a revised net
profit of $957,720 in preceding
year.

St. Louis Public Service

Situation Attractive
The current situation in St.

Louis Public Service Company
offers interesting possibilities ac¬

cording to a summary of the com¬

pany's current position issued by
Scherck, Richter Company, Land-
reth Building, St. Louis, Mo.
Copies of the memorandum may
be had from Scherck, Richter
Company upon request.

Offering of 100,653 shares of
The First National Bank of Port¬

land, Ore., $12.50 par value capital
stock, was made on Aug. 31 by a

banking group headed by Mer*
rill Lynch, Pierce, Fenner &
Beane and The First Boston Cor*

poration. Other underwriters in¬
clude Morgan Stanley & Co.,
Harriman Ripley & Co., Hemphill
Noyes & Co., Laird & Co., and
The Wisconsin Co. In addition
the syndicate includes a large ma¬
jority of the leading investment
firms in Portland and other cities
in the Pacific Northwest, as well
as other leading security dealers
throughout the country. The
shares are priced to the public at
$40 per share. Y j.

It is pointed out that this offer¬
ing", does not represent any fi¬
nancing by the bank; the shares
being offered are outstanding and
owned by Pacific Coast Mortgage
Co. v •' : '
The announcement further dis¬

closed: ' Y : , Y,' ;...Y - Y:.; .

"The bank, by, an amendment
to its charter, which has been ap¬
proved by the Comptroller of the
Currency, has changed each of its
45,000 outstanding shares of $100
par value into eight new shares of
$12.50 par. Giving effect to this
split-up, there are presently out¬
standing a total of 360,000 shares
of $12.50 par value capital stock.
"Dividends on the old $100 par

stock have been paid in every
year since 1871.
"Chartered under The National

Banking Act in 1865, The First
National Bank of Portland, Ore.,
now ranks as a strongly en¬
trenched banking institution serv¬

ing Portland and the great Pa¬
cific Northwest—one of the most

rapidly growing industrial and
agricultural areas in the United
States. :

"With total resources amount¬
ing to $311,391,479 on June 30,
1943, the bank is actively repre¬
sented in practically all phases of
the banking business. Depart¬
ments include commercial, instal¬
ment credit and mortgage loans,
savings, foreign and domestic ex¬

change, and the bank also offers
safe deposit and trust services.
On June 30, 1943, the bank, in
addition to |ts principal office,
operated seven branches in Port¬
land and 32 other offices located
in the principal industrial and ag¬
ricultural centers of Oregon."

Attractive Possibilities
The first mortgage 6s and com¬

mon stock of Empire Sheet & Tin
Plate Co. offer interesting possi¬
bilities at current levels accord-
ihg to a memorandum being dis¬
tributed by Hill, Thompson & Co.,
Inc., 120 Broadway, New York
City. Copies of this memorandum
may be had from the firm upon
request.

Puget Sound Looks Good
Puget Sound Power & Light Co.

5% preferred w. i., and common
w. i., offer an interesting situation
according to a memorandum is¬
sued by Buckley Brothers, 1529
Walnut Street, Philadelphia, Pa.,
members of the New York and

Philadelphia Stock Exchanges.

Copies of this memorandum may

be had upon request from Buck¬

ley Brothers, j /y

Stokely Interesting
Stokely Bros. & Co. 5% pre¬

ferred offers attractive possibili¬

ties, according to Reynolds & Co.,
120 Broadway, New York City,
members of the New York Stock

Exchange. An interesting basic
report upon the situation may be
had from Reynolds & Co. upon

request.

Investment Trusts
(Continued from page 921)

out: -"The quality, or inherent
value, of a discount bond is not
static. Today many of these is¬
sues not only have an upward
trend in price, but also in value—
because the factors which measure

value are improving." Among the
factors listed are (1) more money
in the bank, (2) fewer bonds to
be had, (3) high earnings and (4)
settlements and Ablutions.
The last issue of Abstracts dis*

cusses "two kinds of gain" in Af*
filiated Fund. From the end of
1942 to Aug. 16, 1943, Affiliated
Fund went ahead 49.2% while the
Dow-Jones Industrials were scor¬

ing a net gain of 14.7%. But from
May 15, 1943, to Aug. 16 the In¬
dustrial Average made no net gain'
while Affiliated was widening its
advance from 43.6% to 49.2%.
Obviously, part of Affiliated's gain
was for leverage, but management
also accounted for improved re¬
sults. Y

. * ' * *

"Kismet takes care of an Arab's

fuure," writes Calvin Bullock's
Perspective, "and he is apparently
satisfied to let it be so. Americans,
however, are not content to leave
their futures to fate." .The dis¬
cussion continues in line with its

title, "The Shaping of Things to
Come," and gives some interest¬
ing slants on the post-war out¬
look. '.y;'Y". Y:; , ,

* *

A most attractive piece of sales
literature is Hugh W. Long &
Co.'s new folder on the building
industry, "Blueprint For Better
Living." The theme of the dis¬
cussion is carried out visually on
the front cover with blueprints of
a ultra-modern home. The text is
a study of post-war housing.

Net portfolio changes of Broad-
street Investing Corporation in
July were as follows: Increase,
1,800 shares of Van Raalte; de¬
crease/500 shares of Aluminium, *

Ltd., 39 shares of Pacific Gas &
Electric (eliminated), and $2,000
par value of Erie R. R. Income

4y2s, 2015.
v * * *

Hare's, Ltd., is out with two new
folders on Aviation Group Shares.
They are companion pieces and
show the potentialities in air
transport after the war and the
need for diversification in the in¬

dustry. , >
v7 Y!:- * * *

Dividends
Bank Group Shares—Semi-an¬

nual distribution of $.01822 pay- * t
able Sept. 30 to stockholders ;of ,

record Aug. 31, 1943. ' y •

Massachusetts Investors Secopd
Fund—A dividend of 10c. per
share payable from investment in¬
come Sept. 20, to stockholders of
record Aug. 31, 1943.

St. Louis, San Francisco
RR. Situation Interesting;
An interesting report on the

reorganization plan for St. Louis,"
San Francisco Railroad has been

prepared by Raymond & Co., 148
State St., Boston, Mass. Copies of
this report and a special letter
discussing the outlook for rail re¬
organization bonds may be had
from the firm upon request.

The Business

Man's Bookshelf
Blue Book Of Advertising, The

—Case histories of wartime ad¬

vertising successes—The Bureau
of Advertising, American News¬
paper Publishers Association, 370
Lexington Avenue, New York
City—paper

War's End and After—Stuart
Chevalier—The Macmillan Com- >*»

pany, 60 Fifth Avenue, New York
11, N. Y.—cloth—$2.75 (to be pub¬
lished Sept. 21, 1943).

1 .if *' r." r
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Addresses Anneal Convention Of National Ass'n
Of Securities Commissioners

•Small Investor Called "Forgotten Man" By Merrill
Griswold of Massachusetts Investors

*

CINCINNATI, O.—Asserting that the small investor in American
enterprises has come to be the "forgotten man," Merrill Griswold,
•member of the executive committee of the National Association of
Investment Companies, in an address before the National Association
of Securities Commissioners, in annual convention here, urged all
fiduciaries and others professionally engaged in investrnent matters,
to make effective the voice of the<£-
obscure shareholder. ( './/
Mr. Griswold, who is also Chair¬

man of Massachusetts Investors

Trust, Boston, said that neither in¬
vestment companies, trust compa¬
nies or other institutional holders
"are ever justified in using waste-
.baskets as receptacles for proxies
to vote at corporate meetings. Let
us remember that" if corporate
•management tends to interpret
stockholder quiescence as acqui¬
escence, we must all bear some
share of the blame. It is our duty
to speak whenever and wherever
the voice of the alert stockholder
is needed." The voice of the small

.stockholder, if raised individually,
Mr. Griswold added, "would : be
nothing more than a voice crying
in the wilderness."

< The National Association of In¬

vestment Companies is an organi¬
sation with more than 100 mem¬

bers having; upwards of 1,000,000
stockholders and assets estimated
at approximately $1,500,000,000
invested in about 3,000 separate
securities. ;

Emphasizing that most publicly
owned corporations are managed
with integrity, skill and foresight,
Mr. Griswold said that the invest¬
ment companies, representing the

ultimate owners of American en¬

terprise, should nevertheless sup¬
ply an alert stockholdership. "Our
role," he said, "is neither that of
professional dissenters nor that of
constitutional whitewashes, but
of honest and careful protectors
of our own interest and that; of
our fellow stockholders."
"In this aim of providing an

alert stockholder viewpoint," he
added, "there is no reason why
investment companies should not
work together. There must be
democracy in business ownership
as truly as there must be democ¬
racy in government."
Mr. Griswold expressed the per¬

sonal/conviction "that publicly
owned corporations should have
on their boards at least one or two

truly independent and adequately
paid directors who are in no way
connected with the management.
Such directors, obviously, could
not be employes of the corpora¬

tion, nor should they be interested
in its financing or be too closely
allied by any other ties with man¬

agement. It is significant that
almost every well-known com¬

pany does in fact have some in¬

dependent directors."

Palyi Says Treasury's
Plan Would Expropriate America's Wealth
"The Treasury's plan of international stablization (the so-called

White Plan) would amount in effect to lawfully expropriating a sub¬
stantial part of America's national wealth," Dr. Melchior Palyi,
Hungarian-born finincial expert stated on August 25. The

•Chicago economist declared that "the WhitePlan, as
well as similar ones put out by the British and Canadian govern¬

ments, pretend to bring equilib-^ 1
rium into the international bal¬

ances of payments, but in reality
all they propose is to have the

United States pay for the deficits
in the foreign trade of other coun¬

tries and to maintain their ex¬

change rates at our expense. Ob¬

viously, the purpose of the game

: is to exact from this country a

r vast amount of money under false

pretenses." - :

Triumph

Explosives
Bought — Sold — Quoted

HAY, FALES & CO.
Members New York Stock Exchange

71 Broadway N.Y. BOwIiag Green 9-7027
BeU Tolotjpo NT 1-61

Leefe Joins Gruntal

In Municipal Dept.
Gruntal & Co., 30 Broad St.,

New York City, members of the
New York Stock Exchange, an¬
nounce that Charles C. Leefe, for
the past year Vice-President of

R. A. Ward & Co., Inc., is now as¬

sociated with them in their mu¬

nicipal bond department. For¬

merly, Mr. Leefe was associated

with B. J. Van Ingen & Co., Inc.,
and, before that was a partner in
the firm of Gibson, Leefe & Co.

INDEX
""

■ ■' V " Page
Bank and Insurance Stocks.^ .917
Broker-Dealer Personal Items 919
Calendar of New Security Flotations 923
Canadian Securities 909
Investment Trusts 921

Municipal News and Notes 918
Our Reporter on Governments, 916
Public Utility Securities.... 919
Railroad Securities 905

Real Estate Securities ,. 904
Securities Salesman's Corner 916
Tomorrow's Markets—Walter Wliyte
Says ' 908

For Dealers • •

3 stocks with post-war prospects in the Home Laundry,' •

Electronics and. Television fields.

Bendix Home Appliances, Inc.
Allen B. DuMont Laboratories, Inc.

Majestic Radio & Television Corp.
. Trading markets and Information on request

Kobbe, Gearhart & Company
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r1: Members New York Security Dealers Association' : •

45 NASSAU STREET, NEW JORK 5
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philadelphia telephone

Enterprise 6015

Bell Teletype

new york 1-578

Post-War OondifioBis Demand Dynamic Economy
Says First National Bank Of Boston
Urges Revitalization Of Free Enterprise

The problems to be faced in the post-war period "will call for a
dynamic and expensive economy, with the full use of the nation's
facilities and manpower and the adoption of policies that will square
with4he underlying principles largely responsible for the country's
industrial greatness," according to the First National Bank of Boston.
'

- In its Aug. 31 New England Letter, the bank says that the sue-'
cessful functioning of the nation's<S>-
economy "is possible only under'
free enterprise and its concomit¬
ant democratic form of Govern¬

ment, but these need to be
strengthened if we are to be in
position to meet the demands of
the times." . ; ' '; '

Pointing out that the "driving
force ;' behind ■ y all progress is
private initiative and the unleash¬
ing of personal energy in response
to rewards for achievement," the
bank calls for a revitalization "of
our enterprise system all along the
line so that we may most effect¬
ively muster our strength" to meet
the post-war challenge of carrying
staggering debts and providing
jobs for the many millions to be
released from the armed forces
and war industries.

Continuing the bank's "Letter"
says:. ' \-.yS <■;,'. /■V'/:;' 'v '^4?v^'-v',\.
"A vigorous and healthy econ¬

omy is dependent upon a proper

relationship between Government
and business. Each should be kept
within proper bounds.
"Business management as the

innovator and the pace-setter
under private enterprise must
have a keen sense of social re¬

sponsibility in order that the net
outcome of its aggregate policies
and activities may be for the bet¬
terment of all. In reality, man¬

agement serves in the capacity of
trustee for the common good.
Management cannot effectively
perform its mission when it is
placed in a strait-jacket, its
prerogatives seriously encroached
upon, and harassed at every turn.
It must be given the necessary
freedom of action in order to

carry out its trying and momen¬
tous tasks.

"Under a dynamic economy the
Government would play a passive
role, except in case of emergency.
Its primary function should be
formulating the rules of the game
and their impartial enforcement.
It should stimulate and not stifle

private initiative, and should en¬

courage the people to help them¬
selves instead of supplying them
with crutches, although of course
necessitous relief should be pro¬
vided. Moreover, it should adopt
polices that make for a smooth-
running economy, free from the
gyrations and speculative influ¬
ences that leave graring malad¬
justments and tragedy in their
trail. Above all, it should con¬
duct the affairs of state in a man¬

ner that makes for national unity,
which is essential to the full utili¬
zation of our powers.

"Labor organizations, under re¬
sponsible and constructive leader¬
ship, can contribute greatly to the
effective operation of our econ¬

omy. After years of struggle;
labor now has preeminent power;
in national affairs, and it is es¬
sential for its own good, as well
as that of the nation, that its influ-;
ence should be on the side of gen-;
eral welfare. '/ Since wage pay-;
ments are dependent upon output,'
it is obvious that the greater the;
productivity the more there will
De for all. In view of the fact
that compensation to employees is
about 14 times more than is dis-!
tributed in the form of dividends
to stockholders, it is apparent that
workers have thq greatest stake of
any group in the productiveness
and preservation of private enter¬
prise. When wage rates are forced
upward beyond what the traffic
can bear, a decline in employment
follows, with the consequence that
jobs are destroyed, as has been the
case in the building and railroad
industries. The true spirit of
democracy must prevail within
the labor movement, for every re¬
striction that is imposed upon the
liberty and initiative of workers
reduces the productivity of labor
and results in a lower standard of

living for all. s

John Hawkins With

Bason,Whipple & Go.
CHICAGO, ILL.—The invest¬

ment firm of Bacon, Whipple &
Co., 135 South La Salle St., mem¬
bers of the New York and Chicago
Stock Exchanges, announces that
John C. Hawkins has become as¬

sociated with them. Mr. Hawkins

began his investment career in
1920 with the Chicago office of
William A. Read & Co., predeces¬
sor to Dillon, Read & Co., after
his graduation from West Point
and subsequent service in the
army as a Captain during World
War I. •

In 1934 Mr. Hawkins joined
Shields & Co. and for five years,
1936 to 1941, served as Vice-Pres¬
ident in charge of the investment
portfolio of Investors Syndicate in
Minneapolis. After Pearl Harbor
he applied for and was commis¬
sioned a Major in the army and
served until a year ago when he
was retired because of physical
disability for active service.

Gisholt Co. Interesting
Gisholt Machine Co. offers an

attractive situation, according to
a memorandum prepared by Her-
zog & Co., 170 Broadway, New
York City. Copies of this inter¬
esting memorandum may be ob¬
tained upon request from Herzog
& Co. ......
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Lamborn Named V.-P. Of
N. Y. Coffee & Sugar Exch.
Ody H. Lamborn, President of

Lamborn & Co;, Inc., and interna¬
tionally • known authority on

sugar, was elected Vice-President
of the New York Coffee and

Sugar Exchange on Aug. 26 to
fill the vacancy caused by the res¬

ignation of Frank C. Russell. Mr,
Russell became; Director of the
New York District of the Office
of Price Administration in June,
as was noted in these columns
June 10, page 2190.

National City Interesting
The current situation in Na¬

tional City Bank offers attractive
possibilities according to a bulle¬
tin just issued by Laird, Bissell
& Meeds, 120 Broadway, New
York City, members of the New
York Stock Exchange. Copies of
this interesting bulletin may be
had upon request from Laird, Bis¬
sell & Meeds.

r

%

'•j . $

Our Recommendation for

... September

and every month

Buy U. S. War Bonds

Hill, Thompson & Co., Inc.
Markets and Situations for Dealers

120 Broadway, New York 5
Tel. REctor 2-2020 Tele. NY 1-2660

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis




