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Col. Duffy loins
Com.&Ind. Ass^t
*

Colonel Francis K. Duffy, Com¬
manding Officer of the New York
Quartermaster Office since 1941,
has been appointed Manager of
the Industrial / , .:

Bureau of the . ,

Commerce I %,

and Industry J '
Association '.of.- '>*>*. ,

New York,
Inc. by Asso¬
ciation's Sec¬

retary Thomas
Jefferson Mi-

ley, to become
effective July
31. ■ ;

; Col., Duffy,
also a veteran

of World War

I, for 19'years
was District

Manager for
the A. B. Dick

Company. He
previously had served for a num¬
ber of years in the advertising
department of the Eastman Kodak
Company and for several years in
the freight division of the New
York Central Railroad,
r He is a graduate in economics
of the University of Rochester,
New York,, in business law, the
John Carroll University, Cleve¬
land, Ohio, the Army Industrial
College and the Command and
General Staff School. His home is
in Forest Hills, New York./

Col. Francis R. Duffy

IN THIS ISSUE
i Special material and items of
Interest with reference to dealer
activities in the State of Pennsyl¬
vania on pages 490, 491. ;/

Index of Regular Features on

page 512. , , ,

Outlook for

Railroad Common

/ Stocks

Copy on Request

Hirsch, Lilienthal & Co.
Members New York Stock Exchange

and other Exchanges

London - Geneva Rep.

25 Broad St., New York 4, N. Y.
HAnover 2-0(500 Teletype NY 1-210

Chicago Cleveland

BOND

BROKERS

Bull, holden & C°
MEMBERS NEW YORK STOCK EXCHANGE /

14Wall ST., New York 5, N.Y,

TELEPHONE-RECTOR 2-6300

i Ten Yeais 01 The FDIC
. By DR. FREDERIC EDWARD LEE ' >

Processor Of Economics, University Of Illinois; Formerly American Financial Trade
Commissioner, American Embassy, London; Sometime Director of Research and
Consultant, Committee on Banking Research, Illinois Bankers Association

Economist Holds Heavy Growth Of Deposits Due To
Government Loans Has Reduced Ratio Of Bank Capital
•To Liabilities So That A Fall In Bond Prices May Cause
Bank Failures And Loss Of FDIC Reserves—He Con¬
demns Proposal To Value Government Bonds At Par,
And States That Swollen Deposits And Excessive Money
Volume May Require Higher Bank Cash Reserves To
Avoid A Spending Spree. ,

With the recent release of Call Report No. 20, covering the assets
and liabilities of Operating Insured Banks under, the Federal Deposit
InsuranceCor¬

poration as of"
Dec. 31, 1943,
and with other
data furnished
to the writer

by the Corpo¬
ration which
has not yet
been pub¬
lished, i„t is
now possible
to survey the
trends i n"'
American

banking for
the full 10

years of the
operation of
the Corpora¬
tion, from Jan.
2, 1934 to Dec.
31, 1943: It is not to be inferred
that all of the changes indicated
were caused by the operations of
the FDIC, for many of them would
have taken place whether there
had been any form of insurance
of bank deposits or not, such as
the tremendous growth of bank
deposits through the deficit fi¬
nancing program of the 'thirties,
the later defense expansion, and
finally through the period of war
financing largely through com¬
mercial and reserve banks. The

(Continued on page 494)

<£-

Dr. Frederic E. Lee

Comments On'Dr. Lehman's
"What Price Economic Security?
."" In an article published in the "Chronicle" of July 6, entitled
"What Price Economic Security?" Dr. Philipp H. Lohman, Ph.D.,
declared that if consumers, business men and workers wish to be
assured of economic security by government, they must be willing to
pay the price that such guarantee entails. In Dr. Lohman's view,
freedom and assurance of economic security are basically incompat¬
ible, and capital and labor must<£
not be deluded into thinking

lobs After The War
/ ' By SUMNER H. SLICHTER *

Lamont University Professor, Harvard University

Economist Predicts That Although Twenty Million Will
Be Looking For Jobs Soon After War, Consumer Needs
Will Be At All Time High, With Ample Purchasing
Power Through War Time Savings—Additional Hous¬
ing And Industrial Requirements Are Likely To Test
Productive Capacity, But This Need Not Lead To Dis¬
orderly Price Rises—Sees Necessity Of Tax Revisions To
Foster Full Employment ;

Within two years after the end of fighting, federal expenditures,
will drop from about $90 billion to $25 billion a year. This will

represent the
greatest and

Buy War Bonds
for

VICTORY

R. H. Johnson & Co.
t

Established 1927

INVESTMENT SECURITIES

64 Wall Street, New York 5
BOSTON PHILADELPHIA

Troy Albany Buffalo Syracuse
Pittsburgh Williamsport Dallas

I I
Actual Trading Markets, always

• ELECTRONICS

RAILS

INDUSTRIALS

Kobbe,Gearhart&Co.
INCORPORATED

Members N. Y. Security Dealers Ass'n

45 Nassau Street New York 5
Tel. REctor 2-3600 Teletype N. Y. 1-576

Philadelphia TeleDhnne- en'«i

otherwise.

Since publication of the article,
we have received a considerable
number of expressions from indi¬
viduals in various fields of en-

'deavor setting forth their .'views
with respect to the thesis pro¬

pounded by Dr. Lohman and its
implications, r Some of these ex¬
pressions can- be accommodated in
today's columns-and are given
herewith; others will appear in a
subsequent issue. /

IRVING FISHER

Emeritus Professor of Economics,
Yale University

My comments on "What Price
Economic Security?" by Philipp

Lohman, can be brief since this
article seems to me almost fault¬

less and there
is little use in

merely recit¬
ing points of
agreement.
I particular¬

ly admire the
general : pat¬
tern as indi¬
cated by the
title; for it ex¬
presses clearly
the impor¬
tance of not

being one¬
sided in con¬

sidering the
Economic Se¬

curity prob¬
lem.'Just as

every act of
purchase re¬

quires us to balance the utility
(Continued on page 496)

Prof. Irving Fisher

NEW YORK STOCKS, INC.

Prospectus on Requesr

HUGH W. LONG and COMPANY
INCORPORATED

48 WALL STREET 634 SO. SPRING ST.

NEW YORK 5 LOS ANGELES 14

Philip Carey
Manufacturing Co.

Common

Bought— Sold— Quoted

Report on request

REYNOLDS & CO.
Members New York Stock Exchange

120 Broadway, New York 5, N. Y.
Telephone: REctor 2-7400
Bell Teletype NY 1-635

Bond Brokerage
Service

for Banks, Brokers
and Dealers

Hardy& Co.
Members New York Stock Exchange
Members New York Curb Exchange

30 Broad St. New York 4

Tel. DIgby 4-7800 . Tele. NY 1-733

HART SMITH & CO.
Members

New York Security Dealers Assn.
52 WILLIAM ST., N. Y. 5 HAnover 2-0980

Bell Teletype NY 1-395

New York Montreal • Toronto

swiftest dis¬

appearance of
markets in all

history. With¬
in one year
after the

fighting about
eight or nine
million rq e n

Will leave the
armed serv¬

ice, two mil¬
lionwill leave
civilian Gov¬

ernment jobs,
and five mil¬
lion will be

laid off by
plants making

j combat mu¬
nitions. Of thirteen million ad¬

ditional men making war goods,
perhaps half will be laid off.
Nearly 20 million will be looking

Prof. S. H. Slichter

* An address made by Prof.
Slichter before the Committee for
Economic Development at Chi¬
cago, on July 13, 1944. '

•/. (Continued on page 498)

State and

/ Municipal

Bonds /;;: //

',% ••>:' I':>! ' •

BondDepartment

THE CHASE

NATIONAL BANK
OF THE CITY OF NEW YORK

Long Island

Lighting Company
6% & 7% Preferreds

ira haupt & co.
Members of Principal Exchanges

111 Broadway, N. Y. 6
REctor 2-3100 Teletype NY 1-1920
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'.Trading Markets in::

N. Y. New Haven
Com. & Pfd.

Triumph Explosives
Bendixr Home Appl.

Superior Tool & Die

KING & KING
Established 1920

Members New York Security Dealer* Asa'n
40 Exchange PL, NVY. 5 HA 2-2772

BELL TELETYPE NY 1-423

International
Power Securities

6l/2s, '55
7s, '52
7s, '57

Traded on N. Y. Curb Exchange

Vanderhoef & Robinson
Members New York Curb Exchange

31 Nassau Street New York S
( ' Telephone COrtlandt 7-4070
Bell System Teletype NY 1-1548

Byrndun Corporation
Common

W. L. Douglas Shoe
Common & Preferred

Indiana Limestone
6s, 1952

Struthers Wells
"

'

; Common & Preferred

H.C.BRUNS & CO.
20 Pine Street, NewYork 5
Telephone: WHitehall ,3-1223

Bell Teletype NY 1-1843

Combustion Engineering

General Aniline & Film "Ak'

General Tin Investment V

Indiana Gas & Chemical
Common & Preferred

Macfadden Publications
All Issues
»\a'v 'r-4 i i. •. - ,. ( % 4'

cu\a emu

Members N. Y. Security Dealers Assn.

37 Wall St., N. Y. 5 Hanover 2-4850
Bell Teletypes—NY 1-1126 & 1127

Carborundum Co.
Delaware Rayon, A & Pfd.
Elk Horn Coal, Com. & Pfd.
Ft.Dodge,D.M.& Sou., 4s&Com.

Kearney & Trecker
Mayflower Hotel
Standard Screw

Sylvania Industrial Corp.

; MitclicIUCompaiuj
Members Baltimore Stock Exchange

120 Broadway, N. Y. 5
WOrth 2-4230

Bell Teletype N. Y. 1-1227

Chicago & Alton
3s, 1949 ■

New Orleans, Great Northern
5s, 2032

Oswego Syracuse 1
Guaranteed Stock ♦

Sharon Railway
Common

(Jtica, Shenango & Susquehanna
Guaranteed Stock

<S.A.Saxton&Co., Inc.

"> We Maintain Active Markets in U. S. FUNDSfor

CANADIAN INDUSTRIALS ' ' ' ' ' ( ;
CANADIAN BANKS

"

■ CANADIAN MINES . :
CANADIAN UTILITIES

> 1 . ''1 '' S' ' 1 " w ■ *>. * •' '■ V f ' / ' ' v >< «• A . ■

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

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

Post-War Problems
Viewed ByA Retailer

By B. EARL PUCKETT *

President, Allied Stores Corporation, New York

Mr. Puckett Contends That A Balance Sheet Of Post-
War Conditions Indicates That Business Will Enter The
Period With Adequate Primary Ingredients For A Good
Business Era—Sees Renewed Confidence In Private En¬
terprise As Greatest Asset— Believes Tax Burden As
Heaviest Liability But Holds That A High National In¬
come And Better Production And Distribution Methods
Will Make The Post-War World A Better World

In attempting to understand post-war problems one must en¬
deavor to analyze conditions out of which these problems will de-

American

Cable & Radio
. t WARRANTS -

[Bought & Sold

McDonnell&fo.
Members

New York Stock Exchange
New York Curb Exchange v

120 BROADWAY, NEW YORK
Tel. REctor 2-7815

Guy A. Nelson With
M. H, Bishop & Co.

(Special to The Financial Chronicle)

MINNEAPOLIS, MINN.---Guy
A. ^lson has become associated
with M. H. Bishop & Co., Thorpe
Building. Mr. Nelson was re¬
cently with E, H. Rollins & Co.,
and prior thereto for many years
conducted - his own investment
business in Minneapolis.'

78 PINE ST., N. Y. 5 WHitebaU 4-4970
Teleytpe NY 1-609

B. Earl Puckett

velop. If I;
possessed 'an
economic ra¬

dar which
would enable
me to look

beyond pres¬
ent horizons
and obtain a

picture in the
way of reefs,
s an d b a r s

rocks, and,
shoals which
will constitute
our hazards of
the post-war
period ,:v T
would .gladly
share my

knowledge
with you. I
have no such equipment. j

• If I were an economist, I could
measure our post-war situation in
terms of national income, national
productive capacity, etc., and
thereby set the background for a
discussion of this problem. I am
not an economist as Dr. Nystrorri
well knows. He knows what ah
economist is. He knows > me.
Therefore he knows I am not one.
Having started life as an ac¬

countant and ended up as a busi¬
ness man, perhaps my best ap¬
proach would be to draw up a
pro-forma balance sheet of the
business-influencing factors for
the post-war period as I see them.
What will be our environmental
assets in the way of positive fac¬
tors, advantages, and aids? Con¬
versely, what will be our liabili¬
ties in the way of negative factors,
disadvantages, and hindrances?
As to assets of the post-war

period we may list:

e-

Attractive Situation
, Panama Coco-Cola offers an

interesting situation according to
circular being distributed .by Hoit,
Rose & Troster, 74 Trinity Place,
New York City. Copies of this
circular may be. had from the

l^rm upon requestj * ,•

The New Yoik Cnrb Exchange
By FRED C. MOFFATT*

President, New York CurbTExchangq

After Tracing The Development Of The f^ew York Se¬
curities Markets, The President Of The Curb Exchange
Describes Its Trading Mechanism—He E/mphasizes The

s Responsibility Of The Exchange0 "To See£That The
Highest-Standards Of EthicM"Cdhdudf tPrevaiI^*^rid
Notes That The Curb "Is The Proving Ground For A
Public Market In The Growth vPeriod";Of A New Con¬
cern—Looks In Not Distant Future To Admission On
Exchange Of Securities Of Many Corporations Which
Are Closely Held

Because I have received from your Committee complete freedom
in the choice of a subject on which to address you this evening, it

» *Address delivered by Mr.
Puckett before the Sales Execu¬
tives Club of New York at the
Hotel Roosevelt,.New York City,
on July 18, 1944.

(Continued on page 500)

FASHION PARK, Inc.
(Men's clothing)

An industry without compli¬
cated reconversion problems
... its post-war outlook of¬
fers tremendous possibilities.

Detailed report on request

Simons, Linbuiii & Co.
Members New York Stock Exchange

25 Broad St., New York 4, N. Y.
HAnover 2-0600 Tele. NY 1-210

will not come

as a surprise
if I choose

"The New
York Curb

Exchange,"
the organiza¬
tion which I
am temporar-,;
ily privileged
to head.
The New

Yor k Cur b

Exchange,' or
as it is known
more famil¬

iarly, ■ "T h e
Cur b," has
•been a part of
Financial '
America since
the earlv set¬
tlers of New
1752 established

Fred C. Moffatt

Amsterdam . in
a general meet¬

ing place or exchange .for! men-'

*Speech delivered by Mr. Mof¬
fatt at the Suffern Lions Club

dinner, Suffern, N. Y., on July 25,
1944.

Marion ' - ;

Steam Shovel
Preferred

_

Troster,Currie sSummers
Members N. Y. Security Dealers Ass'n

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

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

chants at the - foot of Broad Street
to deal in metal and water-borne
produce. Only the most meagre
records of the earliest security
markets in New York exist today.
But apparently, securities, Govern¬
ment obligations, and a few bank
shares, were first sold in the ordi¬
nary produce and merchandise
auctions at the foot of Wall Street.
Auctions, by their very nature, are
onesided markets with competi¬
tion among buyers but none
among sellers, and for this reason
did not prove an adequate method
of marketing securities, despite
the fact that security auctions are
still held in New York. However,
some ten or a dozen auctioneers
and merchants were attracted to
the new occupation of selling
securities or acting as agents for
security buyers and sellers and
these, according to tradition,
formed the custom of meeting un¬
der an old buttonwood tree which
stood before what is now 68 Wall
Street. Rain, cold or inclement

(Continued on page 493)

Henry Holt & Co.
5% due 1969 .

Buffalo, Niagara & Eastern
|V $1.60 Preferred
Boston & Maine Railroad
A, B, C, & D Preferreds*

Diamond Alkali Co.'

Wm. j. Mericka 6* Co.
INCORPORATED

Members Cleveland Stock Exchange

Union Commerce Bldg., Cleveland 14
Telephone .MAin 8500

«' >29 Broadway, New York 6
WHitehall 4-3640

"Direct Private Wire to Cleveland

P. R. Mallory & Co. Inc.
Analysis on request

Bought— Sold— Quoted

Steiner,Rouse & Co.
Members New York Stock Exchange

25 Broad St., New York 4, N. Y.
HAnover 2-0700 NY 1-1557

NewOrleans, La.-Birmingham,Ala.
Direct wires to our branch offices

Southwest Nat'l Gas

Am. Cable & RadioWts.
Boston & Maine

Prior Pfd.

N.E. Public Service
'

6s Plain

Bayway •Terminal

EdwardL Purcell & Co.
Members New York Stock Exchange
Members New York Curb Exchange>

65 Broadway WHitehall 4-3120
,Bell System Teletype NY 1-1919

Central States Elec. (Va.)
45% St Debentures
Common St iPreferreds

Reiter-Foster Oil Corp.

Broadmoor Corp.
1st Income 4s-6s, 1956

*Dealt in on New York Curb Exchange

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

64 WALL ST. NEW YORK 5
Teletype NY 1-1140 HAnover 2-9470

FAR It & CO.
■ Members

New York Stock Exchange
New York Coffee & Sugar, Exchange

iZO "WALL ST., NEW YORK,

SUGAR SECURITIES

Quotations Upon Request " ;

TEL. HANOVER 2-9612

Teletype N.Y. 1-2123

INTERSTATE

Preferredbakeries

Back dividendsweft $22
Market around 36J4

Earnings per | 1943-—
Pfd., Share { 1942 8.86

Details upon request

Ward & Co.
Members N. Y. Security Dealers Assn.
120 Broadway, N. Y. 5 Established 1926
REctor 2-8700 -Teletype NY 1-1288

Bagdad Copper
Central Warehouse

Cuba Co. •

Electrol, Inc.
General Tin Invest.
Kellett Aircraft
Piper Aircraft

Remington Arms
Tennessee Prod. Pfd. .

Triumph Explosives

MORRIS STEIN & CO.
Established 1924

50 Broad Street, New York 4, N. Y.
— Telephone HAnover 2-4341 .
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Moore-McCormack L

Oxford Paper
Seiberling Rubber
Welch Grape Juice
PettiboneMulliken

Am.Window Glass

STRAUSS BROS.
Members New York 8ecurity Dealers Ass'n

32 Broadway Board of Trade Bldg.
NEW YORK 4 CHICAGO 4 ■

-1-; v iDIgby 4-8640 Ji Harrison 2075
Teletype NY 1-832. 834 * Teletype CO 120

Our Real Estate

Securities Department
Specializes in

TITLE COMPANY

CERTIFICATES

Call us for quotes

Vewburger, Loeb & Co.
Members New York Stock Exchange f
40Wall St., N.Y. 5 WHitehall 4-6330

Bell Teletype NY 1-2033

The COMMERCIAL and

FINANCIAL CHRONICLE
Reg. U. S. Patent Office

William B. Dana Company
Publishers i

25 Spruce Street, New York 8
BEekman 3-3341

Herbert D. Seibert,

Editor andPublisher

William Dana Seibert, President
William D. Riggs, Business Manager

: "r>'■ ■■■■-" .

Thursday. August 3, 1944

. Published twice a week
every Thursday

(general news and advertising issue)

and every Monday

(complete statistical issue—market quo¬
tation . records, .corporation, 1 banking,
clearings, state and city news, etc.) ,

-Other Offices:-135 S. La Salle St.,
Chicago 3, 111. (Telephone: State 0613);
1 Drapers' Gardens, London, E. C., Eng¬
land, c/o Edwards & Smith.

Copyright 1944 by William B. Dana Company
Reentered as second-class matter Feb¬

ruary 25,1942, at the post office at New
York, N. Y., under the Act of March
3, 1879.

Subscriptions in United States and
Possessions, $26.00 per year; in Dominion
of Canada, $27.50 per year; South and
Central America, Spain, Mexico and
Cuba; $29.50 per year; Great Britain,
Continental Europe (except Spain), Asia,
Australia and Africa, $31.00 per year.

Other Publications

Bank and Quotation Record—Mth. $20 yr.
Monthly Earnings Record—Mth...$20yr.

NOTE—On account of the fluctuations
in the rate of exchange, remittances for
foreign subscriptions and advertisements
must be made in New York funds.

Wartime Debt Changes
In The United States

By ALVIN SLATER*

National Income Unit, Bureau of Foreign and Domestic Commerce

Government Expert Estimates That Public And Private
Debts Aggregated 295 Billions On July 1,1944—OF Thid,
Federal Debt Was 170 Billions—Heavy Debt Increase
Due To Federal Borrowing As Local Government And
Private Debts Declined, With Railroad Reductions Most
Notable—Sees Prospect For Post-War Growth In State,
Municipal And Corporate Borrowing

With the Federal Government relying heavily upon borrowing
to finance a substantial portion of the defense and war production
programs, to- •

tal debt has
increased

markedly dur¬
ing the war.
Net public and
private in-
d ebtedness,
which repre¬
sents the obli¬

gations of ul¬
timate bor¬

rowers, is esti¬
mated at ap¬

proximately
295 billion dol¬
lars as of the
middleof 1944,
comparedwith
273. billion "at
the end of
1943 and 166
billion at the end of 1940. In 1943
alone total net debt increased
approximately 50 billion dollars,
and a corresponding proportional
amount was added in the first half
of the current year.
Total gross indebtedness reached

an estimated 338 billion dollars as

of June 30, 1944, compared with
315 billion at the end of 1943,
and 200 billion at the end of 1940.

War accounted for all of this
rise in indebtedness. In fact, aside
from the Federal debt, all major
categories of debt—State and local
government debt, corporate debt,
consumer short-term debt, and
farm and urban real estate mort¬

gage debt—have receded during
the war period. .. ' r . ,

The dominant factor behind the
downward trend of non-Federal

debt has, of course, been the sharp

Alvin Slater

^Reprinted from the July, 1944,
issue of the "Survey of Current

Panhandle Eastern

Pipe Line "Blue Chip"
Of Tomorrow
Scherck, Richter Co., Landreth

Bldg., St. Louis, Mo., in a circular
on the Panhandle Eastern Pipe
Line Co., state that they believe
that the common stock of the com¬

pany "has all the qualifications
needed to make it one of the lead¬
ers of the post-war investment
market."

Missouri-Kansas Pipe Line Co.,
a holding company, has as its prin¬
cipal asset 531,638 shares (65.6%
of the total outstanding shares) of
common stock of Panhandle. At
the present time "Mokan" is of¬
fering to holders of its common
and Class B stocks the right to
purchase pro rata 163,710 shares of
common stock of Panhandle at $30
per share. "Mokan" further intends
to offer to its, stockholders, stock
of Panhandle in exchange for their
holdings. The history of Pan¬
handle reveals consistent growth
in sales, revenues, facilities and
total assets. Since dividends have
been paid on Fanhandle common
stock for the past eight years and
since the income return from the
current rate is quite liberal, it is
the opinion of Scherck, Richter

Co., that this stock merits inclu¬
sion in the portfolios of individual
investors and institutions. Copies

of the circular may be had upon

request. : ■ •

Business," published by the De¬
partment of Commerce, Washing¬
ton, D. C. : ' ;

(Continued on page 506) *

"We are interested in offerings of

.. . - High Grade
PublicUtility and Industrial
PREFERRED STOCKS

encer Trask & Co.Sp'
25 Broad Street, New York

Telephone HAnover 2-430Q _ . Teletype NY 1-1
Members New York Stock Exchange

Outlook For Bonds
Roger W. Babscm Says Top Grades To Hold With I

Medium Grades Spotty
BABSON PARK, MASS.-—While the War continues and-cash

piles up, interest rates will continue low. For all. practical purposes,
bond flotations consist almost wholly of Governments and refunding
issues. There is no necessity for Mr. Morgenthau now offering more
of a return for the use of funds for government purposes. Lack of
competition in the bond market makes higher interest rates for gov-

e r n m e n t ;«- : ——:

money un- cept for the tax-exempt group.
Most investors are better off in
Governments than they are in
prime corporate bonds. There¬
fore, there is little point today in
discussing high-grade bonds. Let
us look at certain other issues.

necessary.
. However,
when the war

is over and

industry again
seeks funds,
the situation
will change.
The law of
supply and
demand will
then bring
about a rise in

interest rates
with a decline
in bond prices.
Hence, there
is little rea¬

son for large
investors now

to reach for high-grade bonds ex-

Roger W. Babson

Foreign Bonds
There has been considerable in¬

terest in foreign issues for some
time past. Even Russian bonds of
the old Kerensky Regime have
had a large percentage rise. Any
anticipation that Stalin will ul¬
timately recognize these bonds is
extremely remote. Bonds of Nazi-
occupied countries, such as
Czechoslovakia and Denmark,
may continue their present show
of strength as Germany's defeat

(Continued on page 489) i

B. S.

"What Is All The

Shooting About?''
We finally come to the last of three articles responsive to the

above sub-heading contained in a recent issue of the NASD News.
Therein it was suggested in effect that criticism levelled at the NASD
are baseless.

That article assumes an attitude of injured innocence.
We quote:
"In the course of these at-<£

tacks, the loyalty and integrity
of officers of the Association
were indicted as well as the
honest intent of the letter it¬
self. More recently, the whole
NASD program, including the
constitutionality of the legisla¬
tion under which the Associa¬
tion operates, were questioned
and condemned.

_

All of these efforts to under¬
mine, if not destroy, the NASD
are motivated by reasons not
entirely clear, but one thing is
clear. They can be damaging
to morale in the over-the-
counter business. The Gover¬
nors of your Association are
conscious of the confusion that
has been engendered in the
minds of members. Such con¬

fusion is unhealthy, detrimental
to the members' own business
and to the welfare of the over-

the - counter > business as a

whole."

Has it ever occurred to the
writer of the above that there

Pacific
SecuiiiieA

Wyeth'&Co.

NEW YORK 5 LOS ANGELES 14

40 Wall St. ' 647 So. Spring St.
Members Los Angeles Stock Exchange

can be honest and well inten-
tioned criticism founded basic¬
ally upon the desire to continue
a spirit of fair dealing between
the security field and the public
which it serves?
Has he ever thought it possi¬

ble that our editorial policy
concerning NASD abuses was
motivated clearly and only in
the interest of public service?
The head in the sand posture of

the ostrich does not lend itself to
clear vision. We suggest that a

sightless attitude is responsible
for. the Board's inability to sense
the reasons which motivate those
who criticise the NASD.
Yes, we have questioned "the

constitutionality of the legislation
under which the Association oper¬
ates." We have been advised, and
earnestly believe, that the Ma-
loney Act and the By-laws of the
NASD which deprive non-joining
members of their rights to par¬

ticipate in member sponsored un-
' "

(Continued on page 507)

Piper
Aircraft

HoiiRsseSTrsster
"

Established 1914

74 Trinity Place, New York 6, N. Y.
Telephone: Teletype:

BOwling Green 9 -7400 NY 1-375

TtnsTEin
AND COMPANY

DO G
DAYS

These are dog days—which happens
to remind us (!) that we deal in
dogs.

Now that you know, too, let us

quote on yours. Our bids put the
"up" in pups!

Obsolete Securities Dept.
99 WALL STREET, NEW YORK

Telephone: WHitehall 4-6551

TITLE COMPANY

CERTIFICATES

BOUGHT ■ SOLD - QUOTED
. / .. • • \

. Complete Statistical Information

L J. COtDWATER & CO.'
Members New York Security Dealers Assn.

39 Broadway
New York 6, N. Y.

HAnover 2-8970 Teletype NY 1-1203

Bendix Home

Appliances
DuMont Laboratories

Emerson Radio

Majestic Radio

Stromberg-Carlson
Bought— Sold

J.F.Reilly&Co.
vW Members : .

New York Security Dealers Attn,

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

Bell System Teletype. NY 1-2480

TRADING MARKETS

Bartgis Bros.
Federal Screw Works
Gisholt Machine Co.
1 ' Haloid Corp.

Laclede-Christy Clay Pr.
Miller Mfg. Co.

Segal Lock & Hdw. Pfd. y

HfBIoMtoM i
170 Broadway COrtlandt 7-6190

Bell System Teletype NY 1-84 ;

SUGAR

SECURITIES

DUNNE & CO.
Members New York Security Dealers Assn.

2.5 Broad St., New York 4, N. Y.
Tel. WHitehall 3-0272 \

American Cable & Radio
Warrants

Public National Bank
& Trust Co.*

* Second quarter analysis
available on request

C. E. Unterberg & Co.
Members New York Security Dealers Assn.

61 Broadway, New York 6, N. Y.
Telephone BOwling Green 9-3565

Teletype NY 1-1666
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American Hardware
Amer. Win. Glass, Com. & Pfd.
Bendix Home AppL -

Bird & Son
Boston & Me., Prior& Stpd Pfds.
Conn. Light & Power Com.
Cons. Cement "A"
Consolidated Textile & Bonds
Crowell Collier, P. Com.
Electrolux*
General Tin Investment
Howard Stores, Com. & Pfd.
H. H. Robertson
H. & B. Amer. Machine, Pfd.*
Liberty Aircraft
Long Bell Lumber*
Magazine Repeating Razor
Merchants Distilling*
Moxie
Nu-Ename! -

Purolator*

Riley Stoker
Scovill Mfg.*
Southwest Natural Gas
Title Guar. & Trust

Triumph Explosives
Wickwire Spencer

WSaSSSmhif
Auto Car - ' * >' '*• '

Axton-Fisher "B"
Botany Worsted "A" and Pfd.
Brockway Motor*
Buda Co.

Douglas Shoe, Com. & Pfd.
Las tern Corporation :<t'
Empire Star Mines
Great American Industries*
Lawyers Mortgage Co.
Loft Candy ' ,

Marmon Herrington
McFadden Pub.
Pollak Manufacturing
Punta Alegre Sugar
Remington Arms
San-Nap-Pak
Talon

Terminal & Transportation
Tokheim Oil Tank & Pump
United Cigar Whelan
United Drill "A" & "B" ?
Wilcox & Gay
Yuba Consolidated Gold

American Export Airlines
Chicago* & Southern Airlines
Inland Airlines
Mid-Continent Airlines
National Airlines
Northeast Airlines

National Paper & Type
'

:■ - * -, / Common ^ ■!■'.

Bought — Sold — Quoted
We have prepared a descriptive circular
a copy of which Is available on request.

BUCKLEY BROTHERS
63 Wall Street
NEW YORK

Members New York Stock Exchange

Teletype PH 265 N. Y. Telephone—-AVH 3-7253
HAGERSTOWN PHILADELPHIA LOS ANGELES PITTSBURGH

Markets, Prices And Profits
By J. GENTRY DAGGY *

A DISCUSSION OF THE SEVERAL MARKET
PLACES FOR SECURITIES

Writer Traces Development Of Securities Markets, Point¬
ing Out Conditions Which Led To The Three Divisions
Of Trading, Viz: (1) Over-The-Counter, (2) Unlisted
Exchange Trading And (3) Listed Exchange Trading—
Holds That Inadequte Markets Exist In Many Listed
Securities, And Argues That In The Interest Of Service
To The Public National Exchanges Should Not Seek List¬
ings Indiscriminately—Says Listing, In Itself, Is No As¬
surance Of Liquidity Or Activity

The writer believes that much of the contention that currently
exists between, broadly speaking, the listed and over-the-counter

H;& B.Amer. Mach.
6% Cum. Pfd.

Bought—Sold—^Quoted

Circular on request

F. M. Mayer
30 Broad St., N. Y. 4, N. Y.

HAnover 2-0322 Teletype NY 1-94

The Cross Company

Laclede Christy Clay Products
Great American Industries

Indiana Limestone 6s, 1952

Memoranda on request

F. H. KOLLER & CO.
INC.

Ill Broadway, New York 6, N. Y.
BArclay 7-0570 NY 1-1026

Amer. Gas & Power & Wmts.
American Utilities Service Pfd.
Central Elec. & Tel. Com.
Conn. Light & Power Com.
Cons. Elec. & Gas Pfd.

Derby Gas & Electric
Illinois Power Div. Arr. and Com.
Iowa Southern Util. Com. ,

Mass. Power & Lt. $2 Pfd.*
Nassau & Suffolk Ltg. Pfd.
New Eng. Pub. Serv. 6% &7% Pfd.
N. Y. Water Service Pfd.

Peoples Lt. & Pwr. Com. & Pfd.
Puget Sound Pr. & Lt. « ^ <• j . \
Queensboro Gas & Elec. Pfd.
Scranton Springbrook Water Pfd.
Southwest Pub. Serv. <

Washington Gas & El. 6s, 1960

■SMBl
Du Mont Lab. "A"* -

Emerson Radio
General Instrument*
International Detrola

Magnavox Corp.*
Majestic Radio & Tel.*
P. R. Mallory
Stromberg Carlson
Submarine Signal -

*Circular on Request

divisions of
the securities
business, and,
to a scarcely
lesser extent,
within the di¬
visions them¬
selves, stems
from misin¬
form a tion,
lack of infor¬
mation and an

inability or

unwillingness
to assimilate
basic facts
and to reason

dispassionate¬
ly from them.
If we, with-.

in the b u s i -
ness, are vic¬
tims of confusion and disagree¬
ment,%e must quite logically ex¬
pect' that regulatory bodies and
the public will look askance on an
industry that is apparently di¬
vided against itself. Thus the se¬
curities business as a whole sub¬
jects itself to adverse criticism
and invites well-intentioned but

J. Gentry Dagtfy

* Taken from a report prepared
by Mr. Daggy for the Investment
Traders Association of Philadel¬
phia. Another part of the report
relating to "mark ups" appeared
in the "Chronicle" of July 20, on
page 284. The . balance will be
published in next Thursday's is¬
sue. Mr. Daggy is associated with
the .Trading department of the
Philadelphia office of H. M. Byl-
lesby and Company.

(Continued on page 508)

Detroit Traders
To Hold Summer Outing
DETROIT, MICH.—Members of

the Securities Traders Association
of Detroit & Michigan, Inc., will
hold their 1944 Summer Outing
on Tuesday, Aug. 8, at the Plum
Hollow Golf Club.
'

Members will play golf in the
afternoon and compete for the
Director's Trophy,

The officers are: Ray P. Ber-
nardi of Cray McFawn & Co.,
President; Don W. Miller of Mc¬
Donald-Moore & Co., Vice-Presi¬
dent; Ray E. Davis of E. H. Rol¬
lins. & Sons Incorporated, Secre-
tarp; Harold R. Chapel of Crouse,
Bennett, Smith & Co., Treasurer.
Reservations: : for the party

should be made with the Chair¬
man of the Entertainment Com¬
mittee, Robert R. Stoetzer, of
Stoetzer, Carr & Co., 2056 Penob¬
scot Building. -

Brady S Garvin Admit
L V. Smith To Firm
Alfred V. Smith, member of the

New York Curb Exchange, has
been admitted to partnership in
Brady & Garvin, 115 Broadway,
New York Cityi New York Curb
/member firm. Mr. Smith has re¬
cently been active as an indi¬
vidual Curb floor broker; prior
thereto he was a partner in
Frank C. Masterson & Co.

NSTA Advertising Notes
Fellow Members:

As of this writing, we are well
over $6,000 gross, and now have
about three weeks ahead of us to
double our present advertising.
Can this be done?
Your advertising committee re¬

ceived a .very pleasant response
from one of our fellow members.
Jeff Horsfield, of Wm. J. Mericka
& Co., New York, has become a
member of the NSTA advertising
committee, and feels confident he
can still increase the New York
production which already is over
$3,500. We welcome you, Jeff,
and compliment your admirable
.spirit. _ • ••

During the past week we had
a nice chat with Kerm Sorum, of
our Twin City club, who feels he
and Bab, will have their affiliate

well represented. Congratulations
are in order, too, for Bert Horn¬
ing of Stifel, Nicolaus & Co. of St.
Louis who is using his best en¬
deavors to insure St. Louis being
well represented.
Let us get the contracts in now,

as it will insure better positions
in the "Chronicle's" NSTA sup¬

plement, which we know our
members will be very pleased to
peruse carefully. • ;'

K. I. M.

Harold B. Smith, Chairman
NSTA AdvertisingCommittee.

Collin, Norton & Co., 30 Pine St.,
New York 5, N. Y.; Alfred W.

Tryder, Vice - Chairman NSTA

Advertising,. , Committee, H. T.
Greenwood & Co., 123 S. Broad

St., Philadelphia 9, Pa.

Sheedy Named Pres. Of
Cleveland Bond Glob
CLEVELAND, OHIO—Herman

J. Sheedy, partner of McDonald &
Co., was elected President of the
Bond Club of Cleveland by the
governors, succeeding John D.
Burge of Ball, Burge & Co.
> Paul J. Eakin, partner of Horn-
blower & Weeks, was elected
Vice-President; Walter B, Carlton
of Fahey, Clark & Co., Secretary,
and Rudford K. Wilson of Curtiss,

Hou$e & Co., Treasurer.
Mr. Sheedy has been in the in¬

vestment. business with McDonald
& Co. and predecessor firms for
18 years. During the Fifth War
Loan he was Chairman of Area 1,
comprising 26 counties in north¬
ern Ohio, which produces 50% of
all bonds sold in Ohio.

Ball, Barge To Admit
Harry G. Kraus

Change Firm Name
CLEVELAND, OHIO—Harry G.

Kraus will become a partner in
Ball, Burge & Co., Union Com¬
merce Building, members of the
New York and Cleveland Stock
Exchanges, on Aug. 10 and the
firm name will be changed to
Ball, Burge & Kraus. In the past
Mr. Kraus was a partner in
Kraus-Cunningham & Co.

Speculative Appeal
/, "MOP" general 4s of 1975 offer
interesting speculative potentiali¬
ties, according to a circular on the
situation issued by McLaughlin,
Baird & Reuss, One Wall St., New
York City, members of the New
York Stock Exchange. Copies of
this circular may be had from the
firm upon request.

•

Diamond Alkali Interesting
Common stock of Diamond Al¬

kali offers attractive possibilities,
according to a circular issued by
Wm. J. Mericka & Co., Inc., Union
Commerce Building, Cleveland.
Ohio, members of the Cleveland
Stock Exchange. Copies of this
interesting circular may be had
from the firm upon request.

Rejom Sutro & Co. Staff
LOS ANGELES, CALIF. —

Sutro & Co., Van Nuys Building,
announce the re-association of
Gustavus H. Dann after two years

in the armed forces, of whieh 18
months were spent in-the South¬
west Pacific.

Shirley Rouleau also has be¬
come re-associated with their
firm.

BOSTON, MASS.

A Low-Priced Stock in an Industry
With a Bright Future

GiantPortland Cement
'

., ' (Pa.) ; '
Stock 2^-2%

Div. Arrears Ctfs. 18% -19%

Circular Avaitable-~-Send for Copies

lerner & co.
10 POST OFFICE SQUARE *

BOSTON 9, MASS.
Tel. HUB 1990 ' /* Teletype BS 69

• CHICACO

CARTERH.C0RBREY&CO.

Wholesale Distributors
Middle West — Pacific Coast

For

UNDERWRITERS'
• and >.-:

SECONDARY MARKET

DISTRIBUTION

135 S. La Salle St.

CHICAGO 3

Randolph 3002 Teletype—CG 362

DALLAS

Bought — Sold -— Quoted

Dr. Pepper

Republic Insurance r J
Southern Union Gas Common

SoVestern Pub. Serv. Com. & Pfd.

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

Check us on Southwestern Securities

RAUSCHER, PIERCE & CO.
DALLAS, TEXAS

Houston - San Antonio

ST. LOUIS

Stix & Co.

INVESTMENT* SECURITIES 1
509 OLIVE STREET

ST.LouisI.MO.

Members St. Louis Stock Exchange

SAN FRANCISCO

CURRENT INFORMATION

and MARKETS

always available on

PACIFIC COAST :

||| SECURITIES ||
Send for our current report on

Puget Sound Power & Light

H. R. BAKER & CO.
Russ Bldg.

San Francisco
S. F. 196

650 So. Spring St.
Los Angeles

L. A. 42 «

Outlook For Rails
Hirsch, Lilienthal & Co., 25

Broad St., New York City, mem¬
bers of the New York Stock Ex¬

change, have prepared an inter¬
esting analysis of the "Outlook for
Railroad Common Stocks." Copies
of this interesting study are avail¬
able upon request. | ," ; / I

U'l III

Interesting Situation
H. R. Baker & Co., Russ Bldg.,

San Francisco, Calif., have avail¬
able an interesting report on

Puget Sound Power & Light.
Copies of this report may be had
from the firm upon request.
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PANAMA COCA-COLA
Dividends paid 1944 to date— $2.25

Dividends 1943 - $4.50
" 1942 - 3.65

Approximate selling price
Circular on request

29

HonRoseSTrqster
Established 1914

74 Trinity Place, New York 6, N. Y.
Telephone: BOwling Green 9-7400 Teletype: NY 1-375

AUDITS - EXAMINATIONS -

TAXES - SYSTEM
* Inaugurating an accounting
and business management ser¬

vice specifically designed to be
of assistance to the small bro¬

kerage house, the specialist, the
unlisted security dealer and all
small businesses which are

without regular clerical help or

are hampered by reduced cleri¬
cal forces.

Services by qualified ac¬

counting specialists who have
had many years of diversified
stock brokerage income tax and
financial experience. Inquiries
invited — moderate fees. Ad¬
dress replies to Box BA 8,
Commercial & Financial Chron¬

icle, 25 Spruce St., New York
8, N. Y.

Tomorrow'sMarkets

Walter Whyte
Says—
Post-war and Election uncer¬

tainties have little effect ;on
current market. Buying crop¬

ping up in airp 1 anes and
steels.

By WALTER WHYTE

Despite the apparent weak¬
ness of the market the under¬

currents mentioned here last
week are becoming more and
more evident. Stock after
stock which gave all the indi¬
cations of further retreat has
firmed up. For example, Mon¬
day's action indicated further
decline; on Tuesday the down
tendencies disappeared. True,
few of these down indications
turned into up signals. But
the fact that themarket didn't
follow through on the down¬
side was enough signal in it-

The post-war picture will
obviously be a prominent
point for discussion in the
:oming weeks. With it will
:ome the usual viewing with
alarm or pointing with pride
statements. What the effect
will be on the market is of
course unknown. But the
market has seldom paid atten¬
tion to official statements. Be¬
sides the post-war picture is
something which has been
iiscussed so long and so often
that there is little new that
ian come up to catch the mar¬
ket by surprise. :J;

i The element of surprise
cannot of course be over¬

looked. Though how one can
juard against it is something
slse. A few weeks ago the
possibility of an early end of

. (Continued on page 509)./

Prominent investment house,

specialists in their fieldr re¬

quire services of three experi¬
enced salesmen. Leads and

facilities furnished. More than

liberal commission arrange¬

ment and drawing account if

qualified. Box U 26, Commer¬
cial & Financial Chronicle, 25

Spruce St., New York.

R/Cohdon Mow V.-P.
Of B, J. Van Ingen
B. J. Van Ingen & Co. Inc. an¬

nounces that Raymond V. Condon,
manager of their Chicago office,
135 South La Salle Street, has
been elected a vice-president of
the firm.

The Business

Man's Bookshelf
Problems of Reemployment and

Retraining of Manpower During
the Transition From War to Peace,
A Selected, Annotated Biblio¬
graphy—Industrial Relations Sec¬
tion, Department of Economics
and Social Institutions, Princeton
University, Princeton, N. J.r—
paper—25c.

Savings and Loan Annals 1943
—United States Savings and Loan
League, 221 North La Salle Street,
Chicago, 111. — cloth — $5.00 per
copy ($3.00 per copy on , orders
of five or more). . 'J? »'

Training of Supervisors—Ger¬
ald G. Chappell—Industrial Rela¬
tions Section, California Institute
of Technology, Pasadena 4, Calif.
—paper—$1.00.

Wage Payment Systems, A Se¬
lected List of References—Indus¬
trial Relations Section, Depart¬
ment of Economics and Social In¬

stitutions, Princeton University,
Princeton, New Jersey—paper—
25c.

H. & B. Mach. Looks Good
H. & B. American Machine 6%

cumulative preferred offers at¬
tractive possibilities, according to
a circular issued by F. M. Mayer,
30 Broad St., New York City.
Copies of this interesting circular
may be had from F. M. Mayer
upon request.

New Dept. Opened At
Smith, Barney Office
Smith, Barney & Co., members

of the New York Stock Exchange,
announce the opening of a stock
department under the direction of
Geoffrey,!J. Dwyer at- their up¬
town office, 522 Fifth Ave.

Mallory Interesting
P. R. Mallory & Co., Inc., offers

an interesting situation, according
to an analysis prepared by Steiner.
Rouse & Co., 25 Broad St., New
York City, members of the New
York Stock Exchange. Copies of
this analysis may be had from

Steiner, Rouse & Co. upon re¬
quest. . , j

JJct's Get Together...
To Our ^Mutual c^dvantage

t^rofits that otherwise might have gone with the wind
Y >... .rmmm-1- because one dealer couldn't meet a particular investor's

specific requirements often have been garnered by two

dealers who had the foresight to get together to their mutual

advantage. .

That's a simple truism of our business—but it's one that
we think is mighty important. We know that a good part

of our total business originates with smaller dealers, and we

express that realization in the way we do business with them.
There are many dealers around this country who can testify
that this is no mere idle talk, but a demonstrated fact.

The next time a situation arises in which a dealer in all
«

types of bonds who-understands the investor problems of
* another dealer can be of assistance to you, why. not 'phone or

teletype us—and let's see what we can dp?

R.W. Pressprich & Co.
68 William Street

NEW YORK 5

201 Devonshire Street

BOSTON 10

Members New York Stock Exchange

GOV ERNMENT, MUNIC1PA L, R AILROAD,

PUBLIC UTILITY A N D • I N D US T R I A L BONDS

AND INVESTMENT STOCKS - ;

Business and.8
Professional
Women's
Clubs in New'
York City on

July 17,
Charles P.

Taft, Director
of the Office
of War Time

Economic Af~

fairs of the

Department of
State, defend¬
ed the policy
o f Secretary
Hull in pro-

moting the
elimination of

trade barriers,
a ti d con¬

demned ef¬

forts toreturri

Charles P. Taft

to "a world of

barter, export and import con¬
trols, exchange management and
quotas." These conditions, he
maintained "contemplate a trade
battle of giants between' the
United States and Great Britain,
each government dealing through
its traders in a great warfare of
trade and commerce." "This pro¬

gram," said Mr. Taft, "the De¬
partment of State cannot accept."
"The same kind of talk," he

continued, "greeted the begin¬
nings of the program of reciprocal
trade agreements 10 years ago. In

spite of the same kind of opposi¬
tion the program worked, and
made the first intelligent, and, on
the whole, non-political reduction
in trade barriers in our history,
with a corresponding increase in
beneficial exchanges of goods.
"Now we need a similar act of

faith, and Great Britain is the
country whose support we must
have in getting away from this
economic warfare in . trade con¬

trols. The rest of the world can

manage with one great state trad¬
ing nation (Russia), but not with
two. There are very strong ele¬
ments in the United Kingdom who
feel that England must go to a
barter economy after the war to
save its very life.' Others equally
influential support the trade pol¬
icies which are the official pro¬

gram of this Government, with
strong bipartisan support. But
those who support our position
are up against real problems in
the United Kingdom after hostili¬
ties stop. I have spoken of the
threatened avalanche of claims
for blocked sterling in payment of
war debts. Eaually serious is the
necessity for Britain to export in
order to pay for the things they
must have to live. Their imports
are their lifeblood which the

Germans have tried in two wars

(Continued on page 507)

Abitibi Power & Paper Co.
Brown Company

Electrolux

Fanny Farmer Candy
International Utilities

Minnesota & Ontario Paper Co.
Noranda Mines

Steep Rock Iron Mines/Ltd.
v / Sun Life Assurance Co.

Bank of Montreal

Bank of Nova Scotia

Canadian Bank of Commerce

Royal Bank of Canada

Aldred Inv. Tr. 4y2s, 1967
Inv. Bond & Share 5s, 1947
Int'I Pr. & Ppr. of NF 5s, 1968

HART SMITH & CO.
I 52 WILLIAM St., N. Y. 5 HAnover 2-6980

Bell Teletype NY 1-395

New York Montreal - Toronto

American Water Wks. & Elec.
5s, 1975 / >

Community Water Service
6s, 1946

East Coast Public Service
\ 4s» 1948

Eastern Minnesota Power
51/28,1951

Peoples Gas Co. (N. J.)
5s, 1968

Tyler Building (N. Y.)
6s, 1953 vv

Frederic H. Hatch & Co.
Incorporated

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

Avoid Trade Battle With Great
Britain SayslCharles P. Taft

State Department Official Holds "Great Britain Is The
Country Whose Support We Must Have" In Getting
Away From Trade Controls

In speaking of the problems involved in the post-war restoration
of international trade at the annual convention of the Federation of

Dominican

Republic 5Vis
1940

1961

1942

1969

Gude, Winmill & Co.
v Members New York Stock Exchange

1 Wall St., New York 5, N. Y.
DIgby 4-7060 Teletype NY 1-955

American Maize Products Co.

General Tin Investment

Tokheim Oil Tank & Pump Co.

- Universal Match /

Frederic H. Hatch & Co.
Incorporated

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

Public National Attractive
Stock of the Public National

Bank and Trust Company of New
York offers interesting possibili¬
ties for investment, according to
a memorandum issued by C. E.
Unterberg & Company, 61 Broad¬
way, Now York City. Copies of
this memorandum outlining the

| situation may be had upon request
from C. E. Unterberg & Co.
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UTILITY PREFERREDS

Paine,Webber, Jackson & Curtis
established 1879

Public Utility Securities
Competition For Utility Financing

Following the lull during the War Bond drive, a substantial
amount of utility financing has recently been under way, and a large
number of deals are being lined up for 1945 by banking groups
anxious to enter bids when the issues become available.

Despite the difficulties and dangers due to the Attorney-General's
adverse interpretation of the price maintenance clause of the
standard underwriting agreement^
—an established Wall Street pol¬
icy for decades—investment bank¬
ing houses still seem anxious to
head utility syndicates. There is
a substantial volume of business
and frequently the same group
can handle a series of similar
deals, which tends to standardize
the business. A substantial part
of the issues are high grade and
are largely taken by institutions.
Since the latter are "sophisticated
buyers" no great amount of sell¬
ing propaganda is usually neces¬
sary. Successful bidding involves
careful statistical comparison with
similar issues combined with
shrewd appraisal of current mar¬
ket conditions. Occasionally the
insurance companies may become
"fed up" with new issues and
show sales resistance; then it may
be necessary to do an old fash¬
ioned "plugging" sales job., But
there has been no very serious
upset in the high-grade corporate
bond market since the fall of 1939
(when the prices suddenly
dropped some 13% and recovered
almost as quickly) and issues
which proved temporarily sour
can eventually be liquidated. - "
**

Recently there has been de¬
veloping somewhat of a scramble
for new business, at least for the
larger issues where the manager's
fee constitutes a "plum." After F.
S. Moseley & Co. had spent a con¬
siderable period of time studying
Brooklyn Union Gas's ; financial
problems and setting up a refund¬
ing plan, Halsey Stuart suddenly
entered the picture and offered a
higher bid, with a proviso that
the issue be thrown open to com¬

petitive bidding (which they have
long favored). Conversely, when
Commonwealth Edison recently
announced that it was planning to
refund its large issue of 3V2S, First
Boston immediately began form¬
ing a group, although in the past
Halsey Stuart have acted as bank¬
ers for the company. Competition
is also developing for the large
Philadelphia Electric and Phila¬
delphia Electric Power refunding
operations, though in the past the
Morgan - Drexel - Mellon group
have enjoyed virtually a monop¬
oly of these companies' financing.
A recent financial page of the

New York "Times" (July 27)
seemed reminiscent of the halcyon
days of 1929

No Present Assurances For Lasting
Peace Seen By Shaw—Would
Treat Germany Decently

George Bernard Shaw sees no assurances by any measures
at present possible for a lasting peace. He also expresses the view
that "even a post-war alliance of the Big Four cannot be assured."
He contends that if Germany is defeated, we should treat her de¬
cently; "she cannot," he says, "be treated as a criminal — at least
not lawfully—because war -is not a crime by the law of nations."

_ '~V\ ■••"V

one municipal. Issues now tenta¬
tively scheduled for August and
September include the following:
$10,000,000 Birmingham Electric

bonds. *
$12,000,000 Indiana & Michigan

preferred stock.
$10,600,000 Empire District Elec¬

tric 1st 3V2S, 1969.
$15,000,000 Mississippi P. &

L. bonds.

$22,000,000 Laclede Gas Light
bonds.

$48,000,000 Ohio Edison bonds
and preferred stock.
$16,000,000 Capital Transit

bonds.

$31,000,000 Philadelphia Electric
Power bonds.

$9,500,000 Gulf States Utilities
preferred stock.
$4,000,000 Florida Power Co.

preferred stock,'
The, volume of ; financing

planned for .October-December
and the Tirst few months of 1945
would make a list several times
as large as the above. But fre¬
quently the requirements of the
SEC, the FPC, and the local com¬
missions prove unexpectedly
onerous or troublesome, so that
refunding timetables are not very
accurate; some issues which are
confidently planned may be sub¬
jected to long delays, or even¬

tually cancelled.

Interesting Rail N

Raymond & Co., 148 State
Street, Boston, Mass., have issued
a special analytical letter of Bal¬

timore & Ohio 4V2 s of 1960. Copies
of this interesting letter. on the
situation may be had from Ray¬
mond & Co. upon request.

Carey Mfg. of Interest
Reynolds & Co., 120 Broadway,

New York City, members of the
New York Stock Exchange, have
prepared an interesting report on
Philip Carey Manufacturing Co.
common stock. Copies of this re¬

port may be had from the firm
upon request.

Fashion Park Attractive
. A detailed study > of Fashion
Park, Inc., is contained in a spe¬
cial circular prepared by Simons,
Linburn & Co., 25 Broad Street,
New York. Copies of this inter-

it included four ^esting study may be had from the
substantial utility offerings and firm upon request.

Associated Gas & Elec. all issues

Crescent Public Service 6s 1954

Portland Electric Power 6s 1950 .

Lincoln Building Corp. 592s 1963
9 • '{ '

Gilbert J. Postley & Co.
29 BROADWAY, NEW Y^RK 6, N. Y.

- Direct Wire' to Chicago

Geo. Bernard' Shaw

Mr. Shaw's
views ap¬

peared in the
New York
"Sun" of July
26, which in
presenting
them said pa-

r e nthetically:
George Ber¬

nard Shaw,
one of the
world's great
literary fig¬
ures, called
the "Literary
Bad Boy" and
"Professional

Irishman," is -

88 years old
today. Asked
for his views
on certain post-war problems, he
replied to the Associated Press in
shorthand, with a note saying he
had no time to transcribe it.
The following are the views of

Mr. Shaw, as given in London ad¬
vices July 26 to the "Sun":
Do I believe a lasting peace can

be assured by a close-working
and vigorous post-war alliance of
the Big Four—Great Britain, the
United States, Russia and China?
No. A lasting peace cannot be

assured by any measures at pres¬
ent possible. Even > a post-war
alliance of the Big Four cannot be
assured. The people who clamor
for, assurances and security are

public nuisances,«
Whatever arrangements follow

the war we must still live dan¬
gerously, whether we like it or
not.

Questions and Answers
To a series of questions, Mr.

Shaw wrote the following replies:
Question—Should Germany be

totally disarmed and split irito
small, separate states such as ex¬
isted before they were united un¬
der Bismarck?

Shaw—No. If disarmament and
disintegration are desirable for
Germany they are desirable for
all the big Powers as well. None
of them will consent to it. The
sort of armament - that * decides
modern wars is ; so enormously
expensive and needs such a big
organization of industry that
small states arer virtually dis¬
armed at present,j and America
and Russia hold the balance of
military power. All this talk
about disarmament is a hundred
years out of date.
: Question—Should the German
people be permitted to choose
and elect their own form of gov¬
ernment immediately after the
war? Or should there be an in¬
terim government of Great Brit¬
ain, the United States and Rus¬
sia? For how long a period? - ;

Shaw—If th e German people
are not permitted to choose- and
elect their own form of govern¬

ment, the government must be
imposed on them by the , Allies,
in which case it will not be their
dwn form of government. It will
be like our Indian civil service,
the only available model, except
that the nationality of its mem¬

bers will be mixed. This would
end as Indian service is ending.
As none of the Allies except

Russia has yet succeeded in gov¬

erning itself decently or even
feeding its . whole population suf¬
ficiently—India has just lost two
millions of people through a pre¬
ventable famine—we could hardly
pretend to be better able to gov¬
ern Germany than the Germans.
The interim government will be
simply martial law.
'Question—What should be Ger¬

many's post-war relationship to
the rest of the world? Should
she be treated as a criminal,
brought to book, and taught a
lesson she will never forget? Or
should she be forgiven, once
Nazism has been cast out, and
freely accepted into the family of
nations?
Shaw—If Germany is defeated,

her relationship to her conquerors
will be that of a wounded pris¬
oner of war to his captors. When
we take such a prisoner we give
him every care and attention un¬
til he is cured, exactly as if he
were one of our own soldiers.
That is how we shall treat Ger¬

many if we have any sense. She
cannot be treated as a criminal—
at least not lawfully—because
war is not a crime by the law of
nations.

, If we let loose our vilest pas¬

sions and indulge in an orgy of
plunder and revenge we shall pay
for it and be sorry after,
i Nazism will not be cast out,
as we and the Americans are

Steeped in it; but we may prose¬
cute Jew-baiters and drive out
Hitler as we drove out Napoleon
and the Kaiser. But, he need go
no further than Sweden or Ire¬
land and die in his bed unless
he is killed in the field as the
Mahdi was.

) [Notjc—By Muslim tradition,
Mohammed declared that one of
his descendants would fill the
earth with equity and justice
and bear the name Al-Mahdi.
Down the ages many imposters
have claimed the title.] •

: Question—What should be the
punishment of German war lead¬
ers and how far down into the
ranks should the punishment ex¬
tend?

Shaw—Punishment for what?
For being war leaders?- Do you
think that the heavy job of re¬

storing half-ruined Europe could
be done by persons with their
heads full of punishment? The
least hint of such a preoccupa¬

tion should disqualify a diploma¬
tist from taking any part in the
organization of peace.

Question—Should Germany be
made to help rebuild the cities
she destroyed?
Shaw—Germany will hardly be today.

able, without our help, to re¬
build German cities we have de¬
stroyed. Do you suppose that
when we have finished demolish¬

ing Berlin and left its inhabitants
to wander homeless, begging for
a morsel of black bread and some

thin soup, we could make them
rebuild Berlin and London as

well? Not unless you lend them
the money to do it with. That
is, to rebuild the reparations
policy of the last war, which led
to Germany, after losing the war,
winning the peace and making a
springboard for Hitler's takeoff.
Question—Do you favor a pro¬

longed armistice, rather than an
immediate formal peace, and how
long should Allied troops occupy
Germany?
Shaw—This is a mug's alterna¬

tive. As long as war lasts as an
institution no peace can be any¬

thing but an armistice.
Question—ShouId German

schools, films, radios, books, etc.,
be prohibited from teaching ra¬

cialism, as a bar to recurrence of
Hitler's credo of "German super¬

men?"
Shaw—No. Such a prohibition

would stimulate the teaching and
intensify the following instead of
suppressing them. All nations and
races regard themselves as her-
renvolk. The English and Amer¬
icans are more conceited in this
respect than even my countrymen,
the Irish.
Question—Do you believe that

the Germans— under whatever

guise—will always produce an
imperial Kaiser or dictator to lead
them in plunging the world into
war.

Shaw—All unhappy and sup¬

pressed nations will run after any
able adventurer who promises to
deliver them. Our business, there¬
fore, is not to make any nation
unhappy or suppress it. If we
had not suppressed Germany
after 1918 there would have been
no Hitler. And Hitler would have
been as successful as Julius
Caesar if, like Caesar, he had
made the people he conquered
happier than they were before.
: Qestion—How do you think
Germany can best be prevented
from springing again at the
throat of Europe?
Shaw—Treat Germany decently.

Then she will not want to spring
at our throats. .

Do not forget that Hitler, even
if he be defeated and slaughtered,
has made us pay a dreadful price
for the cowardice that moved us

to kick Germany when she was
down after 1918 instead of help¬
ing her to her feet again.
We are promised an Atlantic

Charter to redeem the world from
fear. The world will not be re¬

deemed ' from fear by ignoble
bunk, which is what is the matter
with our retribution merchants

Sen. Taft Supports Wagner In Move To Delay
Congress Action On International Monetary Plan

Noting that the powerful support of Robert A. Taft, Chairman of
the Senate Republican Steering Committee, was added on Aug. 1 to a
Democratic proposal to delay until after the election any Congres¬
sional action on the Bretton Woods international monetary agreement,
United Press accounts from Washington on that date, in the New
York "World-Telegram," said:
"Senator Robert F. Wagner (D.,^-

N. Y.), Chairman of the Senate
Banking Committee and a dele¬
gate to the monetary conference,
is urging his colleagues to shelve
the agreement during the cam¬
paign months because it is 'too
important to the world to become
a political football.'
"Senator Taft, who declared

two weeks ago that 'many mem¬
bers' of Congress wpuld find the
agreement unacceptable, never¬
theless agreed with Senator Wag¬
ner that it would be wise to
divorce the controversial issue
from politics. The Ohio Senator
said, however, that he intends to
issue a statement within the week
to list his specific objections to
the monetary accord.
"If Senator Wagner's plan pre¬

vails, the agreement may not be

considered until the new Congress
convenes in January.
"Senator Taft said the pact was

'extremely involved' and would
require extensive hearings and
considerable debate. ■

"He declined to reveal in ad¬
vance his specific objection to the
agreement, but it was understood
from other sources that he is]
against a section which permits'
nations to deflate their currencies
at least 20% without regard to
the wishes of the Board of Gov¬
ernors of the International Sta¬
bilization Fund. - ;
"Another section believed to >

have aroused Senator Taft's oppo¬

sition would deny a nation the
right to take its internal economy
situation into account in devalu¬
ing its currency."

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



Volume 160 . Number 4304 THE COMMERCIAL & FINANCIAL CHRONICLE
1 "

■ ' i'' '

487

Congress Reconvenes-Call Issued Ta
Meeting Aug. 3

Incident to the reconvening of Congress on Aug. 1 following its
recess incident to the Republican and Democratic Conventions,-tele¬
graphic messages were sent to members of the Senate Military Af¬
fairs Committee, calling for their return to Washington by Thursday
(Aug. 3) to attend a meeting of the committee to act on the legislative
reconversion program. A joint call issued by Senator Robert R.
Reynolds, Chairman of the com-<$-
mittee,. and Senator Alben W
Barkley, majority leader, said:
"It is imperative that members

of the Senate Military Affairs
Committee return to Washington
at once in order that proper con¬
sideration may be given to vital
and indispensable legislation
dealing with reconversion, de¬
mobilization and surplus property
disposal, bills concerning which
are now pending in the Military
Affairs Committee.

"As a result-,of the urgency of
this legislation, the committee is
meeting Thursday, Aug. 3, at
10 a. m., and we urge you to be
present. This is the most im¬
portant problem now facing Con¬
gress and must be dealt with
without deiay."
Under date of Aug. 1 advices

from Washington by Samuel W.
Bell to the New York "Herald
Tribune" said, in part:
"Congress, back from its recess

over the period of the political
conventions and pledged by its
leadership to early enactment of
demobilization and reconversion
legislation, ran into the first phase
of a stiff battle today over the
part unemployment compensation
will play in the post-war read¬
justment program.
"The issue was the old con¬

troversy over State vs. Federal
control of unemployment benefits,
and led immediately to a sharp
Senate debate, the issuance of
several statements and a series of
maneuvers by the sponsors of
the several pending reconversion
bills seeking preferential position
for their respective measures. I;

"In the first move, Senator
Walter F. George, Democrat of
Georgia, Chairman of the Senate
Finance Committee and also of
the special committee on post-war
planning, introduced a new bill
designed to divorce unemploy¬
ment compensation from other
phases of reconversion legislation.
"Referred to the Senate Finance

Committee, which will meet to-
'

morrow presumably to draft a re-
.port on " the measure;, Senator
George's action was taken appar¬
ently to meet a maneuver- of the
War Contracts Subcommittee of
the Senate Military Affairs Com¬
mittee, headed by Senator James
E. Murray, Democrat of Mon¬
tana, and composed of Senator
Harry S. Truman of Missouri,
Chairman of the Senate's War In¬

vestigating Committee and Vice-
Presidential nominee of the
Democratic party, and Senator
Chapman Revercomb, Republican
of West Virginia, *

"In any event, the George ac¬
tion prompted the Murray sub¬
committee to make public a

printed report in which Senators
Murray and Truman had ap¬
proved, for the consideration of
the full Senate Military Affairs
Committee, the Kilgore reconver¬
sion bill and a new measure by
Senator Murray differing from
the Kilgore bill only in omission
of a provision for disposition of
surplus property. The provisions
on retraining and reemployment
in the new Murray bill are the
same as those in the Kilgore bill,
Senator Murray said.
"Senator , Revercomb, • while

joining in the subcommittee's
recommendation for immediate
action on reconversion legisla¬
tion, filed a minority report in
which he opposed features of the
Murray and Kilgore bills. In
addition, it was indicated that at
a meeting of the Republican
members of the Senate today it
was agreed to support the po¬
sition taken by Senator George,
and such support was voiced later
on the floor by Senator Arthur H.
Vandenberg of Michigan, Chair¬
man of the Republican caucus."
The recess of Congress on

June 23 was referred to in our

issue of June 20, page 2700.

Available On Request
Schenley Distillers Cdrpoi^itior)

have prepared ah attractive book¬
let containing the first arti¬
cles 'in the series" they Have been
running in the "Financial Chron¬
icle." Copies of this booklet may
be- had upon request by writing
to Mark Merit, in care of Schen¬
ley Distillers Corporation, 350
Fifth Avenue, New York 1, N. Y

Attractive Situation
Common stock of Federal Water

& Gas offers an interesting situa¬
tion, according to a memorandum
issued by Boenning & Co., 1606
Walnut St., Philadelphia, Pa.,
members of the Philadelphia

Stock Exchange. Copies of this
memorandum may be had from

Boenning & Co. upon request.

Bond Brokers

Vilas & Hickey
Members New York Stock Exchange

49 Wall Street New York 5, N. YV
Telephone: HAnover 2-7900

Teletype: NT 1-911

"MOP"
General 4s - 1975

SPECULATIVE POTENTIALITIES

Circular Upon Request

Mclaughlin, baird & reuss
Members New York Stock Exchange

ONE WALL STREET NEW YORK S
TEL. HANOVER 2-1355 TELETYPE NY 1-1310

Western Pacific

Chicago, Rock Island and Pacific
Denver & Rio Grande Western

Minneapolis, St. Paul & S. S. Marie
When, as and if issued - .-v'---""' 'A.

Bought & Sold

pflugfelder, bampton & rust
Members New York Stock Exchange

61 Broadway New York 6
Telephone—DIgby 4-4933 * Bell Teletype—NY 1-310

Railroad Securities j
The financial community early this week was faced with another

example of the strong disinclination on the part of the managements
of>many~ of the railroads undergoing reorganization to give the
creditors the direct advantages of the cash accumulating under the
stimulus of the war boom. A few weeks ago we mentioned in this
column the case of St. Paul where, the trustees claimed, in the face
of- estimates of very substantial^-
earnings in 1944, that there would
not be sufficient cash on hand to

pay off the RFC loan. The latest
example is the Seaboard Air Line.
Some weeks ago a group repre¬

senting the Atlanta & Birming¬
ham divisional bonds petitioned
the court to set aside $15,000,000
of excess cash to acquire, through
calls for tender, six of the eight
outstanding divisional liens. As
these six underlying liens in¬
cluded most of the creditor groups
which have expressed dissatisfac¬
tion with their treatment under
the plan of reorganization, it was
felt that such an operation would
eliminate most of the controversy
and expedite the reorganization
proceedings. At the same time, it
would improve the status of the
remaining so-called general liens
of the Seaboard in releasing ad¬
ditional new securities for reallo¬
cation to them.

Reacting in much the same
manner as'the trustees of the St.
Paul, the receivers of-'Seaboard
Air Line objected to the setting
aside of $15,000,000 for this pur¬

pose on the grounds that the cash
was not available without im¬

pairing the position of the com¬
pany. The court also apparently
considered that the call for ten¬
ders mfght disrupt the entire re¬
organization plan which it ap-
approved some months ago. The
petition was therefore denied.
Many rail men were amazed at
the contention of the receivers
that the estate did not have suf¬
ficient cash to justify the setting
aside of $15,000,000 for retirement
of the divisional liens.

In the court hearings on the re¬

organization plap , last summer
and fall the receivers had made
estimates of the road's probable
1943 year-end /. cash position in
conjunction with the cash needs
of the reorganization- plan, includ¬
ing payment of the old Receivers'
Certificates. Based on these es¬

timates it was determined just
how much cash the estate could
afford to distribute as of the end
of 1943. Actually the cash on hand
at the end of the year turned out
to be about $10,000,000 greater
than the receivers had estimated.
It was considered, logically, that
this $10,000,000 cash that the re¬
ceivers had not foreseen could be.
utilized further to simplify the
reorganization proceedings. To
this fund would be added the ex¬
cess cash to be released from 1944

earnings. The receivers are estim¬
ating earnings of approximately
$20,000,000 this year after taxes.rj
The refusal of the court to au¬

thorize calls for tender of the un¬

derlying liens was disappointing
to many followers of the Seaboard
reorganization. Neverthel ess,
many rail men continue to hold a
constructive attitude towards the
road's bonds. For one thing, even
if the cash is not fo be used for
the benefit of creditors now it re¬
mains in the estate and will even¬

tually will have to be turned over
to the bondholders when they be¬
come the owners of the reorgan¬
ized company. In the second pla'ce
there is the likelihood of im¬

portant decisions shortly looking
towards acceleration of the reor¬

ganization tempo.
The only concern of the Inter¬

state Commerce Commission in re¬

ceivership proceedings is approval
or disapproval of the new capitali¬
zation as a whole. This phas£ the
Commission has had underlie,6n-
sideration for some time. A deci¬
sion is expected momentarily. * If
the capitalization is approved the
reorganization managers will then
be free to start seeking deposits of
bonds in assent of the plan, Ap¬
proval of the capitalization will
also presumably mean institution
of when-issued trading in the new
securities which, in itself, should
stimulate speculative interest in
the old bonds. Finally, it is be¬
lieved that the Circuit Court of

Appeals will hand down decisions
within the next few weeks on the

appeals from the plan filed by two
groups of divisional lien holders.
It is generally expected that the
plan will be upheld in these ap¬

peals.:

American Cable

&Radio .

Warrants

Arden Farms

( Com.— Pref. & Rights

Bought—Sold—Quoted

MEMBERS
New York Stock Exchange and other
leading Security and Commodity Exchs.

120 Broadway, New York 5, N. Y.

231 So. LaSalle St., Chicago 4, 111. *>'

Forms Norbert Smith Co.
Norbert W. Smith has formed

the Norbert W. Smith Co., with
offices at One Broadway, New
York City, to engage in a securi¬
ties business. Mr. Smith was

formerly with F. J. Rabe & Co.
and the Central Hanover Bank &
Trust Co. J' , -

W. J. Earl Opens
LOS ANGELES, CALIF. —

William J. Earl, member of the
Los- Angeles Stock Exchange, is
engaging in a securities business
from offices at 124 West Sixth St.
Mr. Earl in the past was a prin¬
cipal of Wm. Jarvis Earl & Co.

We maintain active trading markets in:

SEABOARD 4s/50
SEABOARD 6s/45

SEABOARD 4s/59
SEABOARD-ALL FLORIDA 6s/35

v 1. h. rothchild & co.
:ialists in railsspecial i

11 Street52 Wall

HAnover 2-9072

n. y. c. 5
Tele. NY 1-1293

Baltimore & Ohio
Conv. 4Y2s, 1960

Pollak Manufacturing

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

N. Y. Telephone HAnover 2-7914

*\!$l. ,rV.* ■ 'rit

Fonda, Johnstown ,

& Gloversville R. R.

Active Markets Maintained

GeorgeR.Cooley&Co.
-j;,-" inc.

25 Broad St., New.York 4, N. Y.,
WHitehall 4-3990 ;

v, •' > <-vA'.
'

Attractive Situations (

Laclede-Christy Clay Products
Co. common, which is listed on
the St. Louis Stock Exchange,
offers an interesting situation, ac¬
cording to a memorandum issued
by Herzog & Co., 170 Broadway,
New York City. Copies of this
memorandum and also circular on
Bartgis Bros, and Federal Screw
Works may be obtained from
Herzog & Co. upon request.

Cleveland

Terminal and

Valley RR.
1st 4s, 1995

63 Wall Street, New York 5
BOwling Green 9-8120 Tele. NY 1-724
Boston Philadelphia Hartford
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y TRADING MARKETS IN

REAL ESTATE

SECURITIES

SHASKAN & CO.
Members New York Stock Exchange
Memberi New York Curb Exchange

40 EXCHANGE PL., N .Y. Dlgby 4-4950
. Bell Teletype NY 1-953

SPECIALISTS

in

Real Estate Securities
Since 1929

Seligman, Lubetkin & Co.
Incorporated

Members New York Security Dealers Association

41 Broad Street, New York 4 HAnover 2-2100

We Are Interested In Buying

ALL

FRED F. FRENCH Stocks
AND

TUDOR CITY UNITS

C. H. TIPTON
SECURITIES CORP.
Members N. Y. Security Dealers Ass'n

Ml BROADWAY
NEW YORK 6, N. Y.

WOrth 2-0510

Real Estate Securities
By JOHN WEST

First Mortgage Fee Bonds On Mayfair House Pay 2%
Additional Interest, 5% For Year, As Forecast

By This Column In September, 1943
In the Sept. 30, 1943, issue, we called attention to the "Bright

Future For Apartment Hotel Securities—Changes Brought About
By War and Economic Conditions Reacting to Benefit of This Type
of Real Estate." To illustrate our viewpoint, the Mayfair House was
used as a typical example. The bonds were selling under 40 and in
our opinion were underpriced. We forecast earnings sufficient to pay
the 3% fixed interest and 2% ad-<3>
ditional interest. The bonds now
around 48 we believe are still at-

Prentiss M. Brown Forecasts A
Federal Debt Of 300 Billions

Former Senator And Finance Committee Member Criti¬
cizes Illogical Government Bookkeeping And Estimates
A Post-War Federal Budget Of 22 Billions, Allowing 65
^Years To Liquidate Debt

Taking a realistic look at post-war Government finance, former
Senator Prentiss M. Brown forecast a maximum Federal public debt

a: —

three hundred
billion dollars,
or} $2,250 per
capita. Fur¬
ther, he stated
that Federal

obligations
will take ap-

proximately,
65 years to
liquidate un¬
der probable
circumstances.

However, Mr.
Brown told
his audience
that the peo¬

ple of Ameri¬
ca have noth¬

ing to fear in
c o n n e c t ion
with our Gov- Prentiss M. Brown ;

ernment's. ability to remain sol¬
vent and liquidate a three hun¬
dred billion dollar debt. "A free

people working together with the
largest and finest natural and pro¬
duction resources in the world can

and will meet this obligation."
Mr. Brown, former member of

the Senate Finance Committee
who passed the Public Debt Act
of 1939, fixing the total at sixty-
five billion dollars, spoke before
a War Bond Rally for employes of
The Detroit Edison Company, of
which he is Chairman of the
Board. 'f-V/:>'vv
The most pressing ;• financial

burden on the American people,
he said, "is the public debt of our
Federal Government. States, coun¬
ties, and cities generally are in a
much better financial condition
than is our national Government.
We should avoid dioping further
into the Federal Treasury. When
the local authority has to raise
what it spends, it is much more

careful than when the money
comes from Santa Claus. . .

The present view of Govern¬
ment financial experts, he ob¬
served, "is that unless the war

ends quickly, the debt of the Fed¬
eral Government will reach three
hundred billion dollars, about $2,-
250 per capita. This per capita fig¬
ure includes every infant, school
child, inmate of institutions, the
indigent, aged and non-thrifty.
The present Federal debt limit is
two hundred sixty billion dollars.

"Obviously," he stated, "heavy tax
levies will be required to meet
this obligation."
"The annual cost of running our

Federal Government following the
war, after the change from a large
military establishment to a peace¬
time establishment," Brown stated,
"should average about twelve bil¬
lion dollars for current expenses

exclusive of interest and retire¬
ment of Federal debt."
"It must be . remembered," he

gdded, "that our Government is a
very illogical bookkeeper. In its
published figures no distinction is
made between a capital expendi¬
ture, such as a post office build¬
ing, and an operating expense
such as Government salaries. They
are lumped as Government expen¬
ditures."
"I tried to change this," Brown

commented, "but it will be years
before we have a logical Govern¬
ment financial statement. The dol¬
lars that buy a cannon shell which
is spent on the field of battle,
are classed and treated just the
same as the dollars that build a

canal which will benefit the na¬

tion for decades." . .

"The cost, under this bookkeep¬
ing system, of running our Fed¬
eral Government during the
rather difficult pre-war years

(1930-1939) averaged about six
and one-half billion dollars a year.
In my estimate of yearly post-war
expenditures I have nearly
doubled this figure to twelve bil¬
lion. After World War I, expendi¬
tures dropped from eighteen bil¬
lion dollars in 1919 to six and one-

half billion dollars in >1920, and
five and one-half billion dollars
in 1921.

"Tax receipts at the present,
from all Federal Government
sources, approximate forty-four
billion dollars per year. It is prob¬
able that income tax rates will be
reduced and certain taxes will be
eliminated entirely, as for ex¬

ample, 'excess profits taxes' which
theoretically are supposed to be
war profits."
Mr. Brown preferred not to pre-

tractive as 5% interest was earned
and paid for the fiscal year ended
June 30, 1943, from income re¬
ceived on an 87%, average occu¬

pancy basis.
We quote part of the article

that previously appeared.
"Apartment hotel properties

have for many years been ex¬

tremely popular but their occu¬

pancy has been subject to con¬
siderable fluctuation as many of
the leases have been for only fall,
winter and spring months. Many
suburbanites have closed their
houses in the country during the
late fall and winter months as liv¬

ing in the city during such pe¬
riods proved more convenient and
comfortable. As a consequence,

many such properties, although
maintaining a fair average occu¬

pancy in the full year period, ran
at a very low occupancy during
the summer, usually operating at
a sizable loss in this slack period,
even though, on a yearly basis
charges were earned.
; "The effect of the war, chang¬
ing economic conditions, servant
problems, the gas shortage, etc.,
has reacted to change the mode
of living of both city and sub¬
urban dwellers.-; The answer to
these problems seems to be solved
by the apartment hotel which can
offer the homelike surroundings
without the ; inconveniences and

problems which confront a family
today in maintaining a house or

larger city apartnaent.
"A survey made of these prop¬

erties shows Ihat^as of the new

October 1st renting season, occu¬
pancy has showpha considerable
increase and what is more promis¬
ing is the fact that a larger pro¬
portion of leased space is now on

will be reduced. Assuming a re¬
duction of fifty per cent in our
tax receipts in the post-war years,
based on the aforementioned as¬

sumptions as to reductions in tax
rates and national income, we
reach one-half of the present Fed¬
eral income, or twenty-one billion
dollars. I estimate that from our

twenty-two billion dollar income,
twelve billion dollars per year
will be needed to operate the
Government, which leaves ten
billion for debt retirement and in¬
terest. Assuming an average in¬
terest rate of 2 per cent on Fed¬
eral obligations the debt could be
paid in about 50 years on:!a
straight-lineamortization basis
but, allowing for the more prob¬
able conditions, it will take ap¬

proximately 65 years for the ten
billion dollars to meet the inter¬
est an(} pay off the debt."
"The above is not a predic¬

tion," Brown hastened ^to add,
Vbux merely some probabilities as

The Price Range on over

5,500 Securities Each Week ;
This complete record, published in Monday's issue

of the FINANCIAL CHRONICLE, gives: ;

1. Day-to-day high and low prices, sales for the week, also
the High and Low Range Jan. 1, 1944 to date and for
year 1943.

2. Weekly price range and sales of bonds listed on New
York Stock Exchange; including last sale price, range
since January 1st and interest periods.

3. Weekly high, low, close, sales, and range since Jan. 1st
of stocks and bonds listed on New York Curb Exchange
and the other leading U. S. and Canadian exchanges.

4. Over-the-counter quotations on recent bond issues and
securities of New York banks and trust companies, in¬
surance and investing companies, Federal Agencies,
United States Treasury Bills and Notes.

5. In no other financial medium will you find such an ency¬
clopedic array of "Corporation and Investment News" on
Public Utilities, Railroads, Industrials, Insurance, etc.
Corporations as appears regularly in the Monday Issue of
The CHRONICLE or such complete coverage of Munici¬
pal News, Banking and other vital business statistics.

6. Measured by its informative value to you and to your
business, you will find the subscription rate of $26.00 per
annum for the 104 semi-weekly issues (averaging over

5,000 pages yearly) to be the most economical financial
service obtainable.

The $26.00 subscription price includes without further
charge the Final Edition of Thursday's news and
editorial issue consisting of two sections. Because of
the shortage of paper only a limited number of addi¬
tional subscriptions can be accepted so to avoid disap¬
pointment 'enter your order now.

Department CI,
Commercial and Financial Chronicle,

25 Spruce St., New York 8, N. Y.

Please enter our subscription to The CHRONICLE and
send us your bill for $26.00. We understand this price en¬
titles us to both Monday's quotations and the Final Edition
of Thursday's paper consisting of two news and editorial
sections for a full year.

Name.

Street Address.

City

By—-
t(r

to what our Federal Government's
diet what the effect of peace will post-war financial condition may
be on the national income othnr "
than to say that, "quite generally
it is believed the national income

be. Experts%ill shoot at any pre-
vJ'-+'orf, bufiifhe above is not far
off the probabilities." - '

an annual basis than ever before.
This condition will naturally pro¬
duce larger earnings for the prop¬
erties.:;;--
"We are using the. Mayfair

House, Park Avenue at 65th Street,
New York City, to illustrate this
type Of property, as in comparison
to other comparable properties, it
seems to be in a position to derive
the most benefit from the changed
conditions as its funded debt cap¬
italization per room of'only $6,300
is about $2,800 per room lower
than one of four other properties
used in the comparison and $700
under the next lowest property.
"The average occupancy of the

Mayfair House for the fiscal year
ended June 30,1943, was 80% but
during this period yearly leases
in effect amounted to only $172,-
000 compared to yearly leases as
of Oct. 1, 1943, amounting to
$259,000.
"We believe that existing condi¬

tions will prevail for this type of
property for some time to come
and as the trust mortgage provi¬
sions are particularly favorable to
bondholders, the increased earn¬
ings should produce sufficient
funds to pay in excess of 5% an¬
nual interest and to provide for
reduction of the mortgage through
sinking fund operation. The mort¬
gage indenture provides for fixed
interest at the rate of 3% per

annum with additional interest
payable Aug. 1 at the rate of 2%
per annum to the extent that net
income is available. In addition
to the fixed and additional In¬
terest, totaling up to 5% per
annum, the indenture makes pro¬
vision for participating interest
from available remaining net in¬

come, such surplus above 5% on

the bonds to be used in the fol¬

lowing manner: " ; ' ' ;

25% of such surplus for partici¬
pating interest
50% of such surplus.for sinking

fund purposes -
25% of such surplus' for corp--

orate purposes.

providing, however, that while
any accumulated interest remains
unpaid, the portion of the net in¬
come allocated to corporate pur¬

poses shall be deposited with the
Trustee to be applied and distrib¬
uted to bondholders to liquidate
any unpaid accumulations. At the
present time, these accumulations
unpaid for the 1938 through 1940
mortgage years amount in total
to $21.55 per $1,000 bond."

Cotton Spinning For June s
The Bureau of the Census an¬

nounced on July 20 that according
to preliminary figures, 23,280,584
cotton spinning spindles were in
place in the United States on June
30, 1944, of which 22,373,494 were 5
operated at some time during the
month, compared with 22,387,784
for May, 22,411,922 for April, 22,-
568,308 for March, 22,513,300 for
February, and 22,769,238 for June,
1943. The aggregate number of
active spindle hours reported for-
the month was 9,712,189,574, com¬
pared with 10,060,478,468 for last
month and 10,713.724,479 for June,'
1943. Based on an activity of 80
hours per week, the cotton spin¬
dles in the United States were

operated during June, 1944, at
118.5% capacity. This percentage':
compares, on the same basis, wtih r
119.0 for May, 124.9 for April, :
122.0 for March, 123.3 for Febru¬
ary, and 130.0 for June, 1943. The
average number of active spindle
hours per spindle in place for the
month was 417, compared with 432
for last month and 458 for June,
1943.
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Calls Foi "Open Door" Economic
Policy To Maintain Peace

Prof. Eduard C. Lindeman Of Columbia University De¬
clares That "Peace Schemes, World Plans Or Interna¬
tional Law" iWill Be Ineffective Without Cooperative
Action Of Proposed International-Agencies—Sees Dan¬
ger That "The Internal Frictions And Tensions Of Amer¬
ican Life" May Make Us Incapable Of Performing Our
International Duties .

Addressing a forum meeting of the State Citizens Conference
at Colgate University at Hamilton, N. Y., on July 30, Eduard C. Lin-

Eduard C. Lindeman

oeman, Pro-
tessor of So¬

cial Philos¬

ophy at the
New York
School of So¬
cial Work; of ,

ColumbiaUni-

versity, ex¬

pressed grave
d. o u b t s

whether the
three great
military pow¬
ers in the im- /

mediate post¬
war p e r i o d
will succeed
in maintain¬

ing "a perfect
peace" unless

they are pre¬

pared to alter their conduct and
policies, and set in motion a cer¬

tain number of functional inter¬
national operations during the
decade f o 11 o w i n g, hostilities."
Among these operations, he
stressed the need for an "open
door" economic policy, the elim¬
ination of tariffs and new immi¬

gration policies.
"With respect to the problem of

peace," Professor Lindeman re¬

marked, "there will be, as usual,
three typical attitudes: First, there
ill be pessimists who will assume

that no workable plan for peace
can be devised; second, there will
e perfectionists who will assume
that the ideal plan for peace has
lready been invented, probably
y themselves, and that no other
lari is worth discussing; and, fi-
ally, *there will be pragmatists,
ealistically-minded persons who
ill not sacrifice everything in
rder to have their way. I align
yseif unhesitatingly with the
ealists."
. "We shall not inherit a perfect
eace from this war," Professor
indeman cautioned. "As a result
f this war the nations of the
vorld will be so far unbalanced
n terms of military power that
hree great sovereign states will
e able to dictate any terms they
ish. These three great powers
ill be Russia, Great Britain and
he United State^. When the war
?nds these. three nations will be
n possession of practically all ef¬
fective heavy weapons in exist¬
ence.;; Heavy armaments, battle-
;hips, tanks and fighting planes-r-
vithout which no modern war can
e successfully waged—will be
he property of the Big Three,
^ven if. this combination of un-
recedented military strength
.vere in the hands of the most
iltruistic and peaceful governors,
ts mere existence would consti-
ute a threat to. peace.. The only
ondition under which peace could
possibly be guaranteed with mili¬
ary power thus concentrated
vould be complete disarmament.
Joes any one in his right mind
elieve that Russia, Great Britain
md the United States will disarm
ifter this war?

_

'The time has come, I believe,
vhen peace-loving citizens should
ease to place their confidence in
jeace schemes or world plans or
ternational law as the chief
ources of peace. In our eompli-
ated world peace will be de-
ived, not from a priori structures,
ot from idealistic agreements or
acts. The only fruitful hope for
eace lies in functions. Peace has
be built and the building-stones

aust be items of action, not words.

The achievement of peace is a
slow and arduous process, and
those who dedicate themselves to
this goal must be prepared to alter
their own conduct. My chief con¬
cern at the moment is with the
behavior of my fellow-American
citizens. What I want to know is
whether you, even those of you
who claim to be ardent proponents
of world organization, are pre¬
pared to pay the price which
peace will entail? Are you, in
other words, ready to move to¬
wards peace, not with, pious
wishes and exalted hopes, but
with actions the consequences of
which will be peaceful?"
Referring to the prospects of an

enduring peace, Professor Lin¬
deman said that although "peo¬
ple talk about the possibilities of
war 20 years from now, my worry
does not reach that far." "My chief
misgivings," he explained, "are
attached to the immediate post¬
war period. I believe firmly that
if we can prevent war and set in
motion a certain number of func¬

tional international < operations
during the decade following hos-
tilties, something like a prolonged,
if not a permanent, peace can
be achieved. The danger period
is not a uuarter century away;
on the contrary, it is precisely in
that period when war is itself
living and a haunting memory, that
period which is often called recon¬
struction but which invariably
turns out to be its antithesis. The

present war did not begin in 1939.
It began in theJ920's, and one of
its seats of origin was the United
States, not Europe or Asia. It
was during those fateful years
that we thought it was possible
to talk peace on the one hand and
increase our tariffs on the other.
It was during those years that
isolationism became an American

pathology, when we thought there
could be - a peaceful world in
which we refrained from cooper¬
ative action. Do you imagine that
those same fallacies and contra¬

dictions can be repeated in the
1940's? I do, and I go even fur¬
ther. X believe that the internal
frictions and tensions of American
life may become so sharp during
the post-war period that we may
find ourselves completely inca¬
pable of performing our interna¬
tional duties."

"It will be seen from the above

that I do not dissociate domestic

from international problems. This
type of thinking is jit itself one
of those , non-realistic contradic¬
tions which retards peace. No.
what I ask you to consider as

your responsibility in relation to
peace is not some fine-sounding
resolution but rather whether or

not . you are prepared to . act in
certain specific ways. My ap¬
proach to you is pedagogic, since
I assume that we are now oper¬

ating within an educational con¬

text. My method is Socratic. I
have in mind six concrete ques¬
tions which I should like to ask,
and if you give affirmative an¬

swers, and are thereupon willing
to strive to convince your fellow-
citizens that they should do like¬
wise, then my hopes for peace
will mount. If, on the contrary,
you are not willing to act towards
peace in this positive manner,
then I shall conclude that peace
in our time is a futile dream.

"My questions are:

"(1) Are you prepared to admit

INVESTMENT

MEMBERS NEW YORK STOCK EXCHANGE AND
: / OTHER LEADING EXCHANGES

UNDERWRITERS AND DISTRIBUTORS OF
INVESTMENT SECURITIES •

BROKERS OF BONDS, STOCKS, COMMODITIES

Private Wires • Home Office Atlanta • Phone LD-159

that the three
_ great surviving

military powers of the world
(Great Britain, Russia and the
United States, and China as a
fourth partner although on other
than military grounds) must main¬
tain the peace of the world during
the period of transition and .until
such time as a comprehensive
world federation is brought into
existence?'
"(2) Are you prepared to build

functional international organiza-;
tions or instruments now? As ex¬

amples of such functional instru¬
ments I may mention:'
(a) international agencies for

the continuation or liquida¬
tion of lend-lease contracts;

(b) an international board of
economic allocation for im¬

plementing Article1 IV of
the Atlantic Charter;

(c) continuation of the Food
and Agriculture agreement;

(d) continuation of an interna-
. tional relief and rehabili¬

tation agency;
, (e) establishment of an inter¬

national office of education.

"(These are all international ac¬
tions already under way or pro¬
vided for in preliminary consul¬
tations. I ask whether or not you
are in favor of their continuation,
their internationalization?)
"(3) Are you prepared to labor

on behalf of an open-door eco¬
nomic policy for the United States
on a partial basis, that is^ allowing
for the free movement of a cer¬

tain number of manufactured ar¬

ticles over a period of years, the
selection of commodities to be
made by scientists and in terms
of standards of living?
"(4) Are you prepared to fol¬

low a similar course with respect
to raw materials?

"(5) Are you prepared to labor
on behalf of a new immigration
policy for the United States, a

policy which begins by eliminat¬
ing all inferences of inferiority
with respect to any people but
a policy which retains the right
of the United States to maintain

quotas? - ; •
"(6) Are you prepared to labor

on behalf of racial equality within
the United States?

"These are not easy questions to
answer in such manner as to make
sure , that your verbal response
and your ensuing actions are to
coincide. I have purposely se¬
lected a list of minimum require¬
ments. My ideal goes much fur¬
ther. I have selected a small
number of essentials without
which oeace. it seems to me, is
impossible. In doing so I do not
asK you to abandon your ideals.
All I ask is a determination that

you will work on behalf of these
minimum requirements. And,!
while you are contemplating your
answers, may I remind you that
these fundamental decisions will
sooner or later arise as issues in

the Congress of the United States,

v (Continued from page 483)
draws nearer. Because of the al¬
most constant political upsets,
characteristic of the Latin-Amer¬
ican countries, South American
bonds have never appealed to me.
There are far better opportunities
in our own domestic securities
than in foreign governments or
industrials. '

Medium-Grade Bonds -

With continued heavy calling of
top-grade corporate ■>:• bonds, • the
dwindling supply of these issues,
plus their low yields, resulted
some two years ago in attention
being focussed .upon medium-
grade industrial, utility and rail
bonds. All of these groups have
had substantial rises since the
middle of 1942; but the prices of
many medium-grade industrials
are now flattening out. This is
also true of medium-grade rail
bonds, while medium-grade util¬
ities have actually turned slightly
downward in the past two months.'
Of all the medium-grade groups

perhaps the utilities offer the best

opportunity at the moment. En¬
tirely aside from the cleaning up
of the balance sheets of many
utility companies, it must be re¬
membered that we are in an Elec¬
tion Year. If the war ends prior
to November and the Dewey-
Bricker ticket has a resulting
good chance of being elected, then
utility bonds, let alone utility
stocks, should enjoy great pop¬
ularity. In fact, from a psycho¬
logical point of view, utility bonds
may rise anyway.

Railroad Bonds

Disregarding top-grade railroad
bonds, second-grade rail issues
may show further strength inso¬
far as well placed issues are con¬

cerned. Unquestionably, the finan¬
cial position of most railroad com¬

panies has been greatly improved.
Many short-maturity issues have
been bought in by railroad com¬

panies and interest charges after
the war may be considerably less
for many roads than was true in
pre-war days. On the other hand,
traffic is bound to fall off and

many second-grade rail bonds
should sell for less than at pres¬
ent. ; V

■;V"; Defaulted Rail Bonds
Since the earlier months of the

year, defaulted rail bonds have
not shown the activity that was

characteristic of them in 1943. In
fact, for the past several months,
they have moved in a distinct

the political body which repre¬
sents you. And, while this proc-
pect is before you, may I also ask
that you keep in mind that those
portions of this program which
will call for treaty agreements can
be defeated by one-third of the
votes of the United States Senate."

ADVERTISEMENT

NOTE—From timeto time, in this space,
there will appear an article which we hope
will beof interest to our fellow Americans.
This is number forty-two of a series.
SCHENLEY DISTILLERS CORP.; NEW YORK

ForumOnWheels

A most excellent listening-post the
Pullman smoking compartment—
for a fellow who knows how to lis¬
ten. For instance, on a recent trip
to Washington, we tuned in on a

rather animated discussion which
covered a variety ofsubjects, all of
them pertaining to the present dis¬
locations in our stay-at-home lives.
There were criticisms and encomi¬

ums, and a good measure ofgriping
about this and about that. These
are days of open forums—on the

. air and in the press. Wherever men
and women gather, events are dis¬
cussed and opinions are voiced.
And always present is the well-
known American's privilege of
"griping." , ,i

^Well there was something rather
outstanding in this recent incident
in a smoking compartment. There
sat a middle-aged man next to the
window, who had not participated
in the general discussion. Not a
word from him, i.e., not until we •;

had about reached our journey's
end. Then he said he had been in
America just a short while. Quite
miraculously he had worked his
way from Germany into France,:
into Spain, into Portugal, and from
there into South America, and fi¬
nally into the United States. He
found refuge here.
AYith considerable emotion he tried

to make us understand his feelings
after listening to the discussion. He
could hardly believe what he had
heard. Men actually spoke out loud
—with their voices, and their
tongues. Where he came from, and
all down the line of his travels—
men spoke too, but not out loud. J
They spoke "with their eyes, with
a shrug of their shoulders, with a
bite of the lips."
. How lightly, how smugly, andwith
what matter-of-factness do we in
America accept what is ours. ;

1 Rarely everhas this recorder failed
to find a highly interesting and in¬
formative open forum discussion in
a Pullman smoker. Dear Mr. Pull¬
man, don't ever do away with
smoking compartments in your cars!

. MARK MERIT
of SCHENLEY DISTILLERS CORP.

FREE—Send a postcard or letter
to Schenley Distillers Corp., 350
Fifth Ave., N. Y. 1, N. Y. and you
will receive a booklet containing
reprints of earlier articles on vari¬
ous subjects in this series.

sidewise direction. Some of these
bonds are now selling well under
the estimated work-out values
and common stock that will be
issued upon the termination of
receiverships. The - purchase of
defaulted rail bonds always re¬

quires both study and courage.
The profit cream may be off such
issues but there may be consider¬
able milk still left in the defaulted
railroad bond bottle.

r Long-Pull Outlook
For all bonds, except possibly

for certain rail bonds, the long-
term trend of bond prices is
downward. Any decline, however,
will be gradual. Until the tax

laws change, we will see little

change in the situation with re¬

spect to tax-exempt issues.. Low-

grade rail bonds are probably the
most vulnerable of all issues for

they may early reflect the de¬
crease in rail tonnage which peace

is. bound to bring. Least affected
should be the long-pull transcon¬
tinental roads. Bonds of short-

haul Eastern roads may all be a

better sale today than they are a

buy! •
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We Maintain Trading Market in:

Metal & Thermit
Corp.

Common Stock
Memo 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. WH 3-7253

We specialize in

Bank and
Insurance Stocks
Inquiries invited on local

securities

H.N.NASH&CO.
1421 Chestnut Street, Philadelphia 2
Phila. Phone 0 22RQ
Locust 1477 HAnover 2-2280

Teletype PH 257 yr- ,T-,

,/ Amer. Insulator
Autocar Com. & Pfd. v

General Phoenix Pfd. Stks.|
Lehigh Valley Transit 5s 1960
Southwest Pub. Serv. Com.
Citizens Utilities 3s 1955

H.Bell & Co.
1500 Walnut St., Philadelphia 2
Teletype .. / Phone
PH i©'~ *•* • Pennypacker 8328
- N. Y. Phone CAnal «-42«5
BOSTON WASHINGTON

Akron, Canton & Youngstown
* 4s & 4V28 1988

Delaware Pr. & Lt. Common, W. I.

Federal Water and Gas'Common

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

New York Phone V Bell System Tel.
Wllitehall 4-2300 . v . PHLA 691 w

Columbian Nat. Life

American investment
Securities (Me.) ;

Bought — Sold — Quoted

KENNEDY and CO.
■v.".Established 1923 ? ,

Members Philadelphia Stock Exchange

Land Title Building \i .

PHILADELPHIA 10, PA.

Telephone Rittenhouse 3940
Bell System Teletype PH 380'

Atlantic City RR. 1st 4s 1951
Elk Run Company :

Kutztown Foundry &
Machine Corp.

Pemberton Coal & Coke Co.

Market St. Elev. of Phila.
4s, 1955

Tonopah Mining Co. of Nev.
BOUGHT — SOLD —'^QUOTED

WM. W. FOGARTY & CO
. Established. 1919 _ .

Lafayette Building

PHILADELPHIA 6, PA.

Lombard 6400 Teletype PH 240

CLEARANCE FACILITIES
We offer to Brokers and Security Dealers an experi¬
enced department for, handling the clearance of security
transactions.

Our facilities are of the best and the cost is very moderate.
; inquiries invited -■

THE PENNSYLVANIA COMPANY
For Insurances on Livesj and Granting Annuities

15th -and Chestnut Streets
PHILADELPHIA

Member
Federal Reserve System

Member

Federal Deposit Insurance Corp.

Pennsylvania Brevities
, Rumblings From The Street

| Although the usual summer dullness exists at the present tinfe
there are some interesting items of business taking place or in the
making. . . r - .

The following companies have been reported considering refund¬
ing operations:
Metropolitan Edison Go.—Its^

outstanding bonds and preferred
stocks. V

Pennsylvania Edison Co.—The
outstanding 1st mortgage 43/2s of
11-1-1977 and 5s of 5-1-1979.;

Philadelphia Electric Co.-—The
outstanding 1st and refunding
3j/2s of 3-1-1967.
Philadelphia Electric Power Co.

—The outstanding 1st mortgage
51/2S of 2-1-1972.
It is the general feeling that

these refunding operations will be
?ompleted before the end of the
year. .

Market Street Elevated Pas¬
senger Railway Co. 1st mort¬
gage 4s, due 5-1-1955, continue
to be one of the most popu¬
lar / issues with the dealers
for retail purposes. At - the
present market (105) this 11-
year maturity provides above-
"average yield (3.42%) quality
Considered (BAA), -

Outstanding in the amount of
$10,000,000, this issue is secured
by a first mortgage on the high
speed line serving heavy east-
west passenger traffic in central
Philadelphia. It is assumed by the
Philadelphia Transportation Co.,
which reported over-all coverage

of fixed charges for year ended
Dec. 31, 1943; at 1.62 times, against
1.53 times in 1942. Bonds are free
of Pennsylvania personal property
tax. - .

The bank stock dealers report
considerable activity in many

of the local bank stocks. The
proposed split up of First Na¬
tional Bank of Philadelphia
stock on a 10 for 1 basis should
tend to make *a more' active
market in the new shares, which
will be on a $1.60 dividend basis.
There has been considerable

- buying in this issue recently,
forcing the price of the shares

„ up over 25 points in the last
couple of weeks.
Activity has been extended into

the shares of Girard Trust Co.,
Philadelphia- National Bank,
Pennsylvania Co., and Central
Penn National Bank. In spite of
the usijfal dullness that prevails in
the 'summer months for invest¬
ment securities, the demand for
the shares of the foregoing insti¬
tutions has gained momentum.
United Corporation—Under date

of 6-29-1944, the United Corpora¬
tion filed with the Securities Ex¬

change Commission an amend-
(Continued on page 491)

Rapid Expansion Of Air Condifionlng Expected
In Pcsl-War Years

PhilcoOfficial Believes Increase In Single-Room Units
, Will Be 200%-700%

, One of the important and fast-growing post-war industries' is
going to be single-room fractional horsepower air-coriditioners • or
room coolers, even though only five or six years ago practically
nobody knew what they were, according to Harry Boyd Brown,
Manager of air-conditioning for Philco-Corporation.

"The fact that very few peop

was, what it did or how it func-f*
tioned was probably the chief
reason -the entire industry sold
only 30,000 to 40,000 of these units
a year before the war," Mr. Brown
believes.

"But the performance, service
and uility of single-room air con¬
ditioners have been so outstand¬

ing and so apparent to the user,
that word of mouth advertising
within the past few years has done
a remarkable educational job in¬
sofar as the general public is con¬
cerned. The news about air con¬

ditioners has spread so rapidly
that in the first post-war year,
three times as many units will be
made and sold as ever before,
and it is not" too radical a prophecy
to say that three or four years
after the war, annual volume
should increase to six or eight
times that of 1941. In that event
the business might amount to:
$60,000,000 a year. ; ' ■.

-."Before the war, only a few
dealers realized the .big profit, pps-
sibilities of this merchandise, but
Within, the last 16 or 18 months^
we have been amazed at the num¬

ber of unsolicited inquiries that
have poured in from dealers. They
seem to be coming to realize that
here is a high-nriced unit, selling
from $175 to $400, which is easily

e understood what a room cooler

and. quickly sold for cash with¬
out high-pressure or expensive
sales effort and without the need
for any trade-in allowance.
"When a dealer sells a Philco

unit for $250, he gets payment in
full then and there. When he sells
a unit for a home and installs it
in the master bedroom, he quickly
finds he. has a customer for four
or five units in other rooms. The
same thing is true of installations
in hospitals, hotels and offices.
The single-room air conditioner
itself, by itg performance, creates
an amazing number of repeat
sales and new prospects. Nothing
else gives such relief to sufferers
from asthma and hay fever,' and
use of air conditioners -is being
prescribed, .with increasing fre¬
quency by physicians. - "* * .

;v "Undoubtedly the • post - war
units will be lighter in weight,
and therefore, even more easily
installed. They will incorporate
the new materials and processes

that hav been developed by war

research.', Along with all these
things, Philco is planning to make
and sell the units at lower prices,
which should greatly increase the
scope of the market and . make
them available to many more peo¬

ple than ever before."

.? -

'

I $70,000

San Antonio, Texas
3% Electric & Gas Revenue Bonds

$20,000
50,000

August 1, 1967
August 1, 1970

2.30%
2.35%

A.Webster Dougherty &. Co.
Municipal Bonds

1421 CHESTNUT STREET s PHaADELPHIA
Philadelphia

Rittenhouse 2580
Teletype
PH 70

New York
BOwling Green 9-8184

The Delaware River Joint
Commission Refunding Bonds

TrafficOn Philadelphia-Camden Bridge Up 21.5%"
In First Half Of 1944

By B. NEWTON BARBER

The 2.70% bonds due in 1973, secured by the revenues of. the
bridge, are regarded as a high-grade investment on; their record.
At 1071/4-108V4 they are attractive for retention and purchase.

- About one month ago, June 30, 1944, to be exact, the Phila¬
delphia-Camden Bridge completed its 18th year of operation. During

B. Newton Barber

that period it : • •' '•<$>-
has seen boom
times and a

severe depres-.
sion. More re¬

cently it has
felt the heavy
wartime rer

strictions o n

vehicular tra¬
vel. In that 18-

year period
205,825,708 ve¬
hicles used the
bridge. Of
these, automo-/
biles and light
delivery
trucks num¬

bered 1*79,775,-
243, heavy
trucks 5,960,-
061, buses 19,623,566, motorcycles
462,398 and horse-drawn vehicles
4,440. Gross receipts amounted to
$54,673,934.

Never in its long history has
its economic soundness or finan¬
cial integrity been seriously
questioned. During 1942 and
1943, when traffic and revenues
were steadily declining due to
strict gasoline rationing, inves¬
tors looked at the Commission's
earned reserves in cash and
U. S. Government bonds and
were not worried about the
ability to service the debt. The
possibility that the Commission
would exercise the privilege to
redeem the then outstanding
43/4% bonds at 105 in Septem¬
ber, 1943, was their chief con- ,

cern. The Commission did just
that, issuing in July, 1943, the
presently outstanding $37,000,-
000 of 2.70% bonds due Aug. f

1, 1973, through competitive
bidding*

Before discussing the earning
power and protective provisions
securing the ' bonds, a brief de¬
scription of the project and the
historical background is in order.
The Philadelphia-Camden Bridge,
as the name implies, links two
large adjacent metropolitan areas
at the centers of their respective
business districts. For more than
a - hundred - years a bridge con¬
necting " the . two , cities was
dreamed about, but not until the
end of World War I did it become
a practical possibility. Finally, in
1919, the Legislatures of Pennsyl¬
vania and New Jersey passed
uniform laws, creating the Dela¬
ware River Bridge Joint Commis¬
sion, with full power and author¬
ity to proceed with ]; the work.
This Commission promptly set to
work to determine the best loca¬
tion and proper type of bridge,
method of financing and other de¬
tails, and by 1921 was ready to
start construction. / - >

Ralph Modjeski, the celebrated
bridge builder,/ was placed in
charge and the bridge was opened
to the public on July 1,^ 1926, a

few days ahead of schedule. The
structure has a total length, in-,
eluding the approaches, of 9,570
feet. Its main span is 1,750 feet
long. There are six lanes for
vehicular traffic and provisions
for four rapid transit lines in the
128 feet over-all width. Two of
the transit lines have been in use
since 1936 and the two remaining
can either be converted to vehicle
lanes or used for transit lines at
some future time. The bridge has
a clearance of 135 feet above high
water to permit Ipassage of .the,
largest ships. /
Funds for construction were

provided by the two States/and
the City of Philadelphia. The to¬
tal cost was $37,077,479, and, of
this amount Pennsylvania con¬
tributed $10,575,479 out of current
revenues; New Jersey contributed
$15,900,235, raised by the sale of
bonds, and Philadelphia contrib¬
uted $10,601,765, also from pro¬
ceeds of bond issues.

In 1931 the present Delaware
River Joint Commission of
Pennsylvania and New Jersey
was created, by agreement be¬
tween the States, as successor
to the original Commission.
This agreement, later approved
by Congress, granted the Com¬
mission broader powers than its
predecessor and included the
power to own real estate, enter
into contracts, exercise the right
of' eminent domain, borrow
money on its bonds and to ex¬
ercise all powers necessary or
incidental to its authorized pur¬

poses, except the power to levy
Vtaxes or assessments.? , ;.

•

The Commission was authorized
to raise funds by the sale of reve¬
nue bonds to repay the three par¬

ticipants the amount of their ne
investments, plus interest to Jul
1, 1931. Having paid back some
of the cost out of revenues re-
\ (Continued on page 491)

J. Lewis Armstrong Go.
Is Formed In Phila,
PHILADELPHIA, PA.—An

nouncement is made today of the
dissolution by mutual consent o:
the investment firm of E. J
Moore & Co. of Philadelphia
which has been in business con¬

tinuously since 1882, and the
formation of the firm of J. Lewi:
Armstrong & Co. Partners of the
new firm are J. Lewis Armstrong
and John C. Rowland, formerly
partners of E. J. Moore & Co
the new firm will occupy office:
in the Girard Trust Co. Building
Philadelphia, heretofore occupiec
by E. J. Moore & Co.
Formation of J. Lewis Arm

strong & Co. was previously re
ported in the "Financial Chron
icle" of July 20.
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V/e announce the dissolution by mutual consent
of the partnership of i —

"/ ' '/V ' " m, Vi" '• ' " ■ I 1 , ; L . / . , 4 \ ■ .

E. J. MOORE & CO.

August 1, 1944.

SAMUEL MOORE PEACOCK

J.- LEWIS ARMSTRONG

JOHN €. ROWLAND/Limited

We announce the formation of the partnership of

J. LEWIS ARMSTRONG & CO.
Members Philadelphia Stock Exchange

The business will be conducted from the offices

heretofore occupied by E. J. Moore & Co.
i ' "

GI3ARD TRUST COMPANY- BUILDING

PHILADELPHIA

Telephone LOCust 0880

August 1, 1944.

J. LEWIS ARMSTRONG

JOHN C. ROWLAND '

Pennsylvania Brevities
(Continued from page 490)

ment to its reorganization plan,
revising exchange offer made to
$3 preferred stockholders in Janu¬
ary, 1944. Under the terms of
the revised plan, holders of pre¬
ferred stock were offered a volun¬

tary exchange of 18/10 shares of
Philadelphia Electric Co. common,
plus $5 cash for each share held.
The original offer being Vk
shares of Philadelphia Electric
Co. common, Vi share of Delaware
Power & Light common, and $3.75
cash. It is expected that proippt
action will be taken on this re¬

vised exchange.
Security holders interested in

the breakup f the UGI System
have two interesting situations to
ponder: (1) How good is Delaware
Power & Light common stock, and
<2) What are the advantages or
disadvantages of holding UGI re¬
sidual certificates?
With the virtual cleanup of its

property and financial affairs so
as !to conform With SEC regula¬
tions, Delaware Power & Light
has emerged with a rather sound
financial structure, considering
percentages of funded debt, pre¬
ferred stock and common stock

equity. With such a sound base,
and operating in territory pro¬
ductive of stable, good-paying
business, many investors are look¬
ing twice at the potential benefits
which may accrue to this company

if and when there is a reduction
or an elimination of the excess

profits tax.
Selling now at about fifteen

times earnings after a very gen¬

erous excess profits tax deduc¬
tion, the common stock appears
to hold promise of increased
earning power via. post-war tax
abatements. In the meantime,
the yield, based upon indicated
initial dividend, affords a good
carry,

UGf residuals jare ,ijowt sup¬
ported by (1) holdings of so-¬
called publicly held, readily mar-^
ketable items, -and (2) a number
of relatively small gas properties.
Figures filed with the SEC in the
fall of 1943 indicate essentially
low earning power. Moreover,
liquidation would appear to af¬
fect only the publicly held mar¬
ketable securities since the com¬

pany will apparently remain in
the gas business.

. Holders of UGI residual cer¬
tificates may therefore ponder a
switch into North American
common, where earning power
and dividends are measurably
greater and where the poten¬
tials of liquidation in any;
breakup appear to afford as

much if not more than UGI and

possibly at an earlier date.

STATE, MUNICIPAL
and *

REVENUE BONDS

Rambo, Keen, Close & Kerner, Inc.
> i Investment Securities

1518 Locust Street, Philadelphia y ' •

Private telephone*wires to New l£6rk and Baltimore

The Delaware River Join!
Commission Refunding Bonds

(Continued from page 490)

Major Business Changes Ahead This Year
•'/•/ Business and industrial activity are now headed, downward, and

'

this trend will be speeded up as the war in Europe draws to a close,
says the United Business Service in its current Semi-Annual Business
Review. Every week from now on will heighten the assuiance with

v.which our military leaders will be able to forecast the date of Ger¬
many's collapse, and with growing confidence on this point, they will

'

relax restrictions which hitherto<4>
have kept industry on an all-out
war basis,

f /Both sales and production vol¬
umes will decline during the sec¬
ond half, with the drop accelerat¬
ing in the fourth quartern When

i .the German collapse actually
1 comes, almost half the facilities
now engaged in war output will
be released. Although some plants
and industries are already con-

averting back to peacetime opera¬
tions, the major changeover prob-
7 ably will not start before fall, and
Lit will take several months in
f many lines to return to peacetime
/operations. /
/ The impact of peace on com¬
modity prices will be bearish.
Many industrial concerns are car¬

rying large inventories of pri-
/mary products in line with their
..wartime operations. It is unlikely

tress prices. However, such sup¬
plies will make it unnecessary to
continue large purchasing orders.
Nevertheless, wide price diver¬
gence will be seen, with some
items subsequently moving up to
new highs.
Politics will play a disturbing

rather than an actual influence on

sentiment. Little legislation can
be expected until elections are
over, but the indicated trend of
popularity will probably affect
business decisions and reconver¬

sion programs to some extent.
On the whole, however, the

second half outlook is not a dis¬

mal one. Production and employ¬
ment will continue on a relatively

high plane, and before/the year

ends a clearing of the political at¬

mosphere should enable Govern¬
ment and business to make real

that these will be dumped at dis-1 progress in reconversion. 1 ■■ >

eeived, the obligation was deter¬
mined to be $33,205,995. Because
of general business conditions and
the state of the bond market, sale
of the bonds was deferred and in
1933 legislation permitted the two
States and the City of Philadel-*
phia to-accept $30,962,000 4J/4%
bonds, the balance then due.
Philadelphia soon sold its bonds
to a group of dealers and the in¬
vestor finally had. an opportunity
to buy them. Later $7,158,000 of
additional bonds were sold to the

public to finance the transit line.
Revenues of the bridge in¬

creased steadily to $3.5 millions
in 1930. Thereafter they declined
to a low of $2.8 millions in 1932
and slowly recovered to $3.1 mil¬
lions in 1936.- In 1937 revenues

again dropped moderately when
passenger car tolls were reduced
20% but recovered to the 1936
level in 1938 and climbed stead¬

ily to $3.65 millions in 1941. Then,
as was to be expected, revenues

dropped steadily through 1942 and
1943, but they still covered inter¬
est charges by a comfortable mar¬

gin. Through {he periods from
1935 to 1943 the Commission had

paid off $2.9 millions of bonds and
built up resources of $6.25 mil¬
lions in cash and U.'S. Govern¬
ment bonds.

In the 12 months ending June
30, 1944, with driving restric¬
tions eased somewhat in the
later months, gross earnings in-«
creased ^lightly oyer the pre-;
ceding year. In the six months
ending June 30, 1944, traffic in¬
creased 21.6% over the compar-i
able 1943 year and it seems rea-;
sonable to assume we have seen

the low point.

Throughout the entire period of
operation, Mr. Joseph K. Costello
has been the General Manager ot
the project and a large shsj^q of its
financial success has ben due to
his excellent management./
The Bridge refunding 2.70%

bonds, like the previous issue, are
solely secured on the earning
power of the bridge, and the main
differences are the 30-year-term
maturity and the redemption and
sinking fund provisions which are

designed to meet all contingencies.
To provide against reduced earn¬

ing power during the war period,
the $6.25 millions reserve was re¬
tained for the new bonds, and as
of June 30, 1944, had been in¬
creased to $7,945,416. It was fur¬
ther provided that until gross rev¬
enues again rise to $3.3 millions
(the 1940 level) the funds can
only be used to make up any

operating revenue deficits to pay
interest. After revenues reach
this level, funds can be used for
capital improvements but a re¬
serve equal to 18 months' interest
on the outstanding bonds must be
maintained. , ■

(

The Commission further cove¬

nants to maintain tolls at a rate
to provide operating expenses,
which are clearly defined, inter¬
est payments and minimum re¬
serve requirements. The latter
include an amount equal to the
amount of bonds outstanding di■?.
vided by the number of years the
bonds have to run to maturity in
1973. ' ? f, "* ./

Revenues after operating ex¬

penses are paid into the sink¬
ing fund from which is first

paid interest on the bonds and

then, at the Commission's dis¬
cretion and subject to the pro¬

visions, previously mentioned,
the balance may be used to re¬

tire bonds, allowed to remain
on'secured deposit in banks or/
invested in Government bonds
of not longer than five years'
maturity. It is apparent that
the provisions are designed to
make the retirement of the
bonds the most advantageous
course. ■ ,, N

. Further safeguards are restric¬
tions against new competition
within 10 miles, up or down the
river, multi-risk insurance in the
amount of $10,000,000, use and
occupancy insurance in the
amount of $500,000 and War Risk
insurance in the amount of $32,-
000,000. Z / / \ • ■ i
The bonds are-legal investments

for i trust/funds in Pennsylvania
and New Jersey and aretree of
State and local taxes in Pennsyl¬
vania, so they have a particular
appeal in this market. They are
also free of all present .Federal
income taxes under existing laws,
in the opinion of counsel, so that
market interest is by no means
local. ,

The bonds are callable on

Aug. 1, 1946, at 105. Selling at
107% to 10834, they still afford
yields of approximately 1.52%
to 104%, to the call date, de¬
pendent upon the price paid.

DIRECT PRIVATE WIRE

^NEW YORK CITY

Reed, Lear & Co.
Members Pittsburgh Stock Exchange

\
• PITTSBURGH

Delaware Power & Light
/* " , >■ "/ CommOll Stock

t • . •

orders executed on

Phila. Stock Exchange

Samuel K. Phillips & Co.
Members Philadelphia Stock Exchange

Packard Bldg., Philadelphia 2
Teletype
PH 375 Y

N. Y. Phone
REctor 2-0037

FEDERAL WATER

& GAS
Common Stock

Memorandum on Request >:

BOENNING & CO.
1606 Walnut St., Philadelphia 3
Pennypacker 8200 PH 30

Private Phone to N. Y. C.

S COrtlandt 7-1202 /

AIB Announces New

Educational Committee
James E. Robertson, President

of New York Chapter, American
Institute of Banking,/ and an
Assistant Cashier of the Chase
National Bank, announces the
formation of an' educational ad¬

visory committee which will
guide the Chapter's officers in
the formulation 5 of educational

policy to meet the constantly
changing needs of those engaged
in banking. ' . /
Among those prominent in the

banking and educational fields
serving on the committee are:
Dr. A. Wellington Taylor, Chair¬
man, Director of Commercial
Education, the Chamber of Com¬
merce of the State of New York,
formerly dean of the Graduate
School of Business Administra¬
tion, New York University; Dr.
Robert D. Calkins, dean, School
of Business, Columbia University
in the City of New York; Dr.
Eugene A. Colligan, Vice-Presi¬
dent, Long Island City Savings
Bank, formerly President of
Hunter College; Allan Sproul,
President, Federal Reserve Bank
of New York, and Dr. Charles A.
Tonsor, Principal, Grover Cleve¬
land High School.

Schwabach To Admit Sax!
Paul Saxl will become a partner

in E. R. Schwabach & Co., 25
Broad Street, New York City,
members of the New York Stock

Exchange. J •

Pennsylvania
and New Jersey
Municipal Bonds

Dolphin & Co.
Fidelity Philadelphia Trust Building

PHILADELPHIA 9

Telephones:
Philadelphia—Pennypacker 4646
New York—HAnover 2-9369

Bell System Teletype-—PH 299

Atlanta Bond Glob

24lh NSTA Affiliate
The executive council of the

National Security Traders Asso¬
ciation, Inc., announces the af¬
filiation of the Atlanta Bond Club
of Atlanta, Ga., making the 24th
group to affiliate with the nation¬
al organization. Officers of the
Atlanta Club are: J. R. Neal,
Wyatt, Neal & Waggoner, Presi¬
dent; Byron Brooke, Brooke, Tin-
dall & Co., Vice-President; J. F.
Settle, J. H. Hilsman & Co., Inc.,
Secretary-Treasurer; and W. W„
Mallory, Clement A. Evans & Co.,
Inc., National Committeeman. The
organization has 60 members.

Complete Investment
and

Brokerage Services

Rakestraw, Betz&Co.
Members

New York Stock Exchange *•

Philadelphia Stock Exchange

12 3 S.Broad St.,Philadelphia 9

PhiladelphlaTelephoneKingsley3311
NewYork Telephone Hanover 2-2280
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PRIMARY MARKETS IN

BANK and INSURANCE STOCKS

Huff, Geyer & Hecht
Boston 9

10 Post Ofiice Square
HUBbard 0650

Chicago 3
135 S, La Salle Sfcree*

FRanklin 7535

CG-105

New York 5
67 Wall Street

WHitehall 3-0783

fNY 1-2875
PRIVATE WIRE SYSTEM CONNECTING: NEW YORK, BOSTON, CHICAGO,

ST. LOUIS, LOS ANGELES, SAN FRANCISCO AND SEATTLE
' - TELEPHONES TO 1

HARTFORD, Enterprise 6011 PORTLAND, Enterprise 7008 r
"

< PROVIDENCE, Enterprise 7008

Bank and Insurance Stocks ||f
This Week—Insurance Stocks

By E. A. VAN DEUSEN
In 1943 mutual fire and marine insurance companies wrote 16.5%,

and stock fire and marine insurance companies wrote 83.5%, of the
total business written by both mutual and stock companies. Accord¬
ing to the 1944 "Insurance Year Book: Fire & Marine Volume," pub¬
lished by "The Spectator" (Insurance Authority since 1868), all
reporting mutual companies, 176 in number, wrote $212,042,269 oi
business in 1943 and all reporting»—
stock companies, 372 in number,
wrote $1,074,725,000 of business.
These totals compared with $199,-
826,000 and $1,144,461,000, respec¬
tively, in 1942.
Over the entire 17-year period

the total premium volume has
aggregated $17,292,640,000, of
which the mutuals have written
$2,497,343,000 or 14.4%, and stock
companies, $14,795,297,000 or
85.6%. It will be noted that the
mutuals' portion in 1943 of 16.5%
was the highest percentage for
the period covered. < .

From time to time a few deal¬
ers and investors in fire insur¬
ance stocks express concern over
the inroads which they imagine
mutuals are making in the busi¬
ness of the stock companies. They
hear of instances in which certain
large insurers have taken their

Quarterly Comparative
, Analysis of 17

New York City
Bank Stocks

Available on Request
V'V r.'-'v'-'F W'V;V\ ; :4;v.'-.-. /

Laird, Bissell &Meeds
Members New York Stock Exchange

120 BROADWAY, NEW YORK 5, N. Y.
Telephone: BArclay 7-8500

Bell Teletype—NY 1-1241-49
(L. A. Gibbs, Manager Trading Department)

-Ne't Premiums Written

The accompanying table shows
for each year since 1927 the rela¬
tive volume of business written
by mutual and stock companies:

——— Per Cent of Total

Stock Mutual
■ •V :' Companies Companies

1927 $980,105,000 $128,330,000

1928 990,605,000 141,351,000

1929— 1,027,028,000 152,604,000

1930 - 918,039,000 153,495,000

1931. 787,019,000 142,233,000

1932 — 680,521,000 97,391,000

1933 — 622,277,000 112,190,000

1934_ . 672,437,000 130,433,000
1935 702,620,000 134,415,000

1936 759,429,000 131,426,000
1937 - 831,622,000 140.50G.000

1938 ___ 782,204,000 139,469,000
1939 814,514,000 142,128,000

1940 932,074,000 156,298,000

1941 1,075,617,000 183,206,000
1942— 1,144,461,000 199,826,000

1543- -

if' • • . - -

1,074,725,000 212,042,000

Totals..- _ $14,795,297,000 $2,497,343,000
'

.1.
85:6% 14.4%

Total Stock

$1,108,435,000 88.4%
1,131,956,000 87.5
1,179,632,000 y-; 87.1
1,071,534,000 85.7
929,252,000 84.7
777,912,000 87.5

* > 734,467,000 • 84.7
802,870,000 ' 83.8
837,035,000 83.9
890,855,000 85.2

. 'J72,128J)0O„ 85.5-
921,673,000^ « 84.9
956,642,000 85.1

1,088,372,000 85.6
1,258,823,000 ' 85.4
1,344,287,000 85.1
1,286,767,000 83.5

$17,292,640,000
Average 85.5%

Mutual

11.6%
12.5

12.9

14.3

15.3

12.5

15.3

16.2

16.1 ;

14.8

14.5

15.1

14.9

14.4

14.6

14.9

16.5

14.5%

business from a stock company

and given it to a mutual. Many
such instances have occurred and
will continue to occur, but the
idea that mutuals are slowly ab¬
sorbing the business of the stock
companies is not borne out by
statistics.

Vlt will be observed that in 1927
the mutuals wrote 11.6% of the
total volume, and that their pro¬

portion increased each year until
it reached 15.3% in 1931; it then
dropped to 12.5% in 1932 and in¬
creased thereafter to the top fig¬
ures of 16.2% and 16.1% in 1934
and 1935 respectively. Since then
their annual proportion has run
around 15%, until last year when
it suddenly jumped to 16.5%. This
jump can most probably be attrib¬
uted to the abnormal condition
brought about by the war, and is
not believed by this writer neces¬
sarily to represent a permanent
increase in the mutuals' share of
the total business.
*

While it is true that the mu¬

tuals' net rates to most policy¬
holders are lower than those of
thp stock companies, nevertheless
it is doubtful whether they can

ever seriously impair the pre¬
dominance of the strongly capital¬
ized, firmly established old-line
stock companies, whose nation¬
wide agency plants represent an
investment of many millions of
dollars. To compete in the wider-

spread field cf the stock com¬

panies would require the mutuals
to build up the equivalent of the
stock companies' agency plant.
The practice of the mutuals is

to operate in relatively small
areas and to confine their writ¬
ings to the better risks. The re¬
sult of this policy is to restrict
volume but to give them better
loss ratios than the stock com¬

panies experience, as the follow¬
ing figures show:—

RATIO OF LOSSES PAID TO PREMIUMS
-

/WRITTEN

1927 51.2% 33.2%
1928 ; 48.9 33.2

1929 47.6 54.4

1930 56.8 40.2

1931 _ - 59.7 , 41.5

1932 - 58.9 37.1

1933 46.3 36.0

1934 42.9 33.1

1935 _ 36.6 28.8

1936 42.8 35.3

1937 42.8 34.6

1938 _ 48.3 37.7

1939 45.0 38.1

1940 43.5 37.6

1941 43.8 38.4

1942 55.0 36.4

1943 47.2 33.1

Average.— 48.1% 37.0%

It is very apparent that the
mutuals do not serve as large an
area of the public, nor offer as

widespread protection, as do the
stock companies. Yet if they are
to increase their volume to any
substantial extent they must be-

the less favorable risks in con-

the Department of Economy, how¬
ever, the cost of living has reached
301.5% and foodstuffs 377.4% as

against. 100 in 1934. To make this
point clear, our 3 currency buys
25% of what it could acquire in
1934. The depreciation has been
uninterrupted. See index num¬
bers covering the cost of living
since the outbreak of the war.

1939— 155.3%1940 157.21941 163.9

1942— 188.5

1943 249.5

January 1944 277.2
February 282.2
March —— 291.2

. April 301.5
Note the cost of foodstuffs:1939 — 177.4%1940 189.51941— . 198.81942— — 216.1

1943——— 287.4 ' r
January 1944— 341.7 /1
February — 348.1
March — - - 358.0

April 377.4 <

The increase is incessant and
the rate is accelerating as the days
go by. ;
According to the Bank of Mex¬

ico, from March to April con¬
sumer goods have passed from
232.0% to 249.9%; production
goods from 174.5% to 181.0%. A
decree was recently published, to
which was attributed, other than
its avowed purposes, as the offi¬
cial utterances were to the effect
that it was desired to avert
"dumpings" which were harmful
to domestic producers; but it was
stated that in obedience of that
ruling the importation of other
articles would be prohibited, these
have gone up over the levels they
had reached.

!:§
Monetary Circulation -1

Up to April 22 the monetary
circulation had reached 3.123 mil¬
lion pesos, against 3.101.9 on
March 25 and 2.984.3 million in

February.

come, less choosy and underwritsi^311^ niany years. ..Meanwhile,
+. - „ - .. ■. , . the competition thus afforded is

siderable volume, a course of ac- ican public.

Prices Rise At The Rate 012.25%
Monthly In Mexico .

The following is taken from the May 31, 1944, bulletin issued by
the Banco Nacional de Mexico, S. A., which has just come to hand:
Not only by the increase in monetary circulation but also as a

result of other inflationary forces now at play, prices have risen. The
general index of the Banco de Mexico reached 224.4% as against
100 in 1929. From March to April it went up 5% and, as compared
with December, 1943, 11%. Tht4>
upward rhythm has been 2.25% | The increase registered corre-
monthly. According to figures of sponds to currency proper, i.e.,

metal and bills, as deposits fell
off 1.7 million pesos due to pay¬
ments made by individuals to the
Government by virtue of a pre¬

vious agreement whereby they
were to anticipate the 1944 taxes.
The increase in bills reached 16.7
million and metal currency 6.4
million. If we compare the latest
figures with those of last year,
there is an increase of 331.7 mil¬
lion in bank bills; 100.7 million in
silver pesos and small silver cur¬

rency and 497.8 million in de¬
posits. The average monthly in¬
crease in the year has been 77.5
million, which is still very high
for the apparent needs of the
trade.

Unquestionably a portion of the
increase in currency has been due
to the real needs of the trade,
the operations of which have ex¬

panded immensely, as a conse¬

quence of the boom which lasted
until 1942, but it cannot be denied
that a considerable part has been
due to the inflationary expenses
of the Government, or to the in¬
flux of foreign capital for profit¬
able investment in Mexican en¬

terprises. ; . ' {'•
Authorities have put into prac¬

tice intelligent measures, the same
as other countries..But the Mex¬
ican market, for lack of organi¬
zation and meagre development,
has offered unexpected resistance.
They have not become discour¬
aged but have strengthened the
expedients which in their judg¬
ment have yielded most effective
results. Among them is an agree¬
ment which they recently pro¬

posed to the banks in the Federal
District, calling for the "freezing"
of loan portfolios as of May 17
of this year. That is to say, they
will not invest new deposits after
that date but send them to the
vaults of the Banco de Mexico; or
in coined gold or gold "discs" at
the rate of $4.20 per 75 centigrams
of pure metal or gold bars at the
rate of $4.14 per 75 centigrams of
said metal; or in promissory notes
endorsed by the Banco Nacional
de Comercio Exterior or by the
Banco Nacional de Credito Agri-
cola under certain conditions; in
Government bonds which meet
certain requirements or in cer¬
tificates of participation of the
Nacional Financiera; finally, in
dollars abroad.
The Government, or rather the

financial authorities, have selected
May 17, in the opinion of observ¬
ers, because at that moment the
mass of circulation did not ob¬
struct, but encouraged,: the con¬
duct of operations, as shown by
the index of prices. It has been
considered that the "freezing" of
credit may give rise to liquidation
of merchandise and that by this
means the lowering of prices will
be facilitated. ' ' '

These observers consider that
the measure in question is not
sufficient in itself to achieve what
is contemplated. As long as pro¬
duction of consumer goods does
not increase satisfactory (we have
said that in some cases it falls off
due to the legal, administrative
and economic rulings issued); so

long as th6-finances of the States
that seek: their maintenance
through assessments and excise
taxes which burden the operating
cost of the producer are not
straightened out; so long as the
program of public works is not
reduced, which, as we have ex¬

plained, injects buying';* power
without offering in exchange any¬

thing in the way of consumer
goods as a counterbalance; so long
as investment in agriculture is not
fostered, enacting protective laws

tion which would inevitably lead
to higher loss ratios. Furthermore,
to achieve any substantial expan¬
sion in premium volume they
would also have to expand their
sales organizations, a course of
action which would probably re¬
sult in higher expense ratios.
With loss and expense ratios both
increasing, rates would have to
rise also, and thus the main ad¬
vantage of the mutuals over the
stock companies, viz: lower rates,
would tend to disappear.
Before closing this brief discus¬

sion, it is of interest to note that
the investment practice of mutual
fire insurance companies differs
considerably from that of stock
fire insurance companies, as per
the following figures:—

CLASSIFICATION OF ASSETS, 12-31-43
372 Stocks 176

Companies Mutuals
Real estate and mtgs._ 2.9% 6.2%
Bonds 42.3 62.6
Stocks 38.8 13.3
Cash and agents'
balances 16.0 17.9

Total 100.0% 100.0%

The insurance business in
America is still growing and will
continue to grow so long as does
America, and there is ample room
and opportunity for both mutual
and stock companies to live and
grow prosperously side by side for

of some advantage to the Amer-
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which do not injure the essence of
the agrarian reforms; so long as
administrative immorality is not
prosecuted and the transporting
system is improved; so long as the
workers are not convinced that
new wages and salary raises are

detrimental, rather than beneficial,
to them, and they are encouraged
to save, whenever possible; so
long as the railways services are
not improved and other transport¬
ing systems are adequate and
cheap; so long as a concerted pol¬
icy is not directed energetically,
any measure, irrespective of how
good it is considered, will yield
but partial and often short-lived
results.

The agreement executed with
the bankers may cause some, liq¬
uidations, but also the rise in in¬
terest rates, which are very high
at present. Such high.xates affect
commercial and industrial tran¬
sactions and this, in turn, makes
selling prices to soar. On the other
hand, we are in the midst of a
construction period, when the
maximum use of economic forces
is indispensable. The curbing of
credit may act as a brake on the
stimulus needed by producers, and
in that event we would : not
achieve the goal which we have
fixed for ourselves in the shortest
time. • r

No thought has been given to
the fact that the foregoing may
cause a flight of capital which
would diminish the reserve, on

which every one here has depos¬
ited his hopes for the industriali¬
zation of Mexico. •

Shows Interesting Progress
Buckley Brothers, members of

the New York Stock Exchange
and the Philadelphia Stock Ex¬
change, have issued a statistical
analysis of the earnings of Na¬
tional Paper & Type Company, {
showing the progress of that com¬
pany since 1936. Copies of this in¬
teresting analysis may be had
upon request from Buckley
Brothers, 1529 Walnut Street,
Philadelphia, Pa., or 63 Wall
Street, New York City. : - j

Also available on request is a

study of Metal & Thermit. ; ; -

I I—I —

Two With Reynolds & Co.
Reynolds & Co., 120 Broadway,

New York City, members New ,

York Stock Exchange and other
exchanges, announce that William
Brooks Clift and Roger Vasselais
are now associated with them.
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The New York Curb Exchange
(Continued from page 482)

weather occasionally drove this
tiny Curb market to shelter in
nearby coffee houses and thus
they became accustomed to trans¬
act their business with one an¬
other and for the public.
The first sign of organization

was an agreement entered into in
May, 1792, among 24 of these early
Curb members who agreed on that
date to establish a minimum rate
of commission and to give pref¬
erence to each other in their nego¬
tiations. It was not until 1817 that
Street Brokers in New York, went
under a roof for the first time
when the "New York Stock and
Exchange Board" was formed and
agreed to pay George Vaupell $200
per year for the use of the front
room of his two-storied house at
40 Wall: Street, Mr. Vaupell to
supply a fire, chairs when needed,
and to keep the room in order.
Mr. Vaupell's quarters proved in¬
adequate and others were secured
in a building at Wall and Hanover
from which the then flourishing
little exchange was rudely evicted
by the great fire of 1835. After
some further wandering, including
a temporary lodging in a hay loft,
the Exchange finally in 1842 lo¬
cated in a large hall in a building
on the present site of the National
City Bank. There it remained un-
|til 1854. ' . \
, 'The end of the Civil War with
: the enormous issues of irredeem-
fable^ paper put out by govern¬
ments had the effect of immedi¬
ately inflating and stimulating
American business — new enter¬
prises started — promoters flour¬
ished and stock speculation over¬
flowed the Stock Exchange into
three newly organized minor ex-
changes, one; of which was in
many ways similar to the original
1792 market under the button-
wood tree and may be taken as
the forerunner of the present
"Curb.'V-. — • -

.

Many here will recall the pic-
turesqueness of the Curb Market,
as it was then called in the days
of New York's first sightseeing
busses — those enormous vehicles
from which a stentorian voiced
youth with a megaphone indicated
the points of interest in New
York to visitors. The stop at the
Curb Market was usually a long
one, for it was one of the sights
of the city. Here-a milling throng
adorned with every variety of
headgear — red hats, blue hats,
green hats — jostled and pushed,
while above them, high in the
windows of adjacent buildings
were others arm waving, shouting
or signalling to a particular hat
on the street below.
The history of natural security

exchanges such as the Curb Ex¬
change in the past one hundred
years is the history of the evolu¬
tion of American Business from
the small family enterprise to the
gigantic corporation of the pres¬
ent day. By enlisting the surplus
funds, or the savings, of thou¬
sands of individuals to a common

'purpose, great reservoirs of cap¬
ital were created out of which
came the development of the
automobile, the radio, the tele¬
phone, the airplane, to mention
but a few. The interest of each
individual in a common enterprise
was recognized by a certificate of
stock. It became equally impor¬
tant that should the holder of
these certificates desire to convert
his shares into cash, a market in
which to do so must be at his
disposal.. It is for the purpose of
supplying that market — the mar¬
ket to which prospective investors
may come; the market in which
sellers may dispose of their shares,
or to which either may turn if
they wish only an appraisal of
value — that the Curb Exchange
exists. * *

This building, the present home
of the CUrb Exchange, was occu¬

pied until quite recently, exclu¬
sively by the Exchange although
it is now leasing some space. to
organizations closely identified
with the war effort. Here is rep¬

resented the fruition of an idea;
the idea that in Exchange trading,
only, there exists the highest de¬
gree of protection to the investing
public. What you see pictured,
however, is merely the exterior,
the facade, as it were, for there
is no way to show the character
of the organization, nor the de¬
gree of ethical conduct there must
be if it is to continue as a trusted
and respected institution. We of
the Exchange, perhaps better than,
anyone, appreciate the responsi¬
bility we have assumed as the
second largest security market in
America, or perhaps I should say
in the world, and we are deter¬
mined that these responsibilities
will be discharged completely. >

v: * I shall try to stay away from
the technicalities, but I would like
to touch for a moment on the or¬

ganization of the Exchange itself.
It is governed by an elected Board
of Governors recruited from all
elements of membership, and
three Governors representing the
public. There are four major com¬
mittees of from seven to ten Gov¬
ernors each. These are in charge
of the four departments of the
Exchange: one.occupied with list¬
ings, one with trading floor activ¬
ities, one with the supervision
over members and member firms,
and one with the finances of the
Exchange itself. The graph I have
prepared will, I believe^ show that
setup clearly.
: The work of the Listing Com¬
mittee is one of great importance,
for securities, you know, just don't
come oh Exchanges. Each must
satisfy the committee of the good
faith of the enterprise, each must
have had a corporate existence of
sufficient length to indicate fu¬
ture potentialities, each must have
its shares widely enough /distrib¬
uted to insure a continuity of
market, and each must furnish
adequate financial information, to
mention but a few of the(require-
ments. ✓ '4*^0 ;; v■ • .v--
Securities dealt in upon the Ex¬

change fall into two categories,
those "fully listed" ■. and those,
called in the absence of a more

accurate designation, "unlisted."
Insofar as the character of the
securities themselves is concerned
there is no difference between
them. Transactions in each are

governed by the Rules of the Ex¬
change and are subject, to the
supervision > of the appropriate
committee. Prior to the adoption
of

. the Securities and Exchange
Act in 1934, the "unlisted." secur¬
ities were admitted to dealing
upon the application of a mem¬
ber of the Exchange, but only if
approved by the Committee . on

Listing and by the Board of Gov¬
ernors. Since March 1, 1934, no
unlisted securities may be admit¬
ted without the approval of the
Securities and Exchange Commis¬
sion.
Securities fully listed are ad¬

mitted on the application of the
issuer itself.
Both classes are registered se¬

curities within the contemplation
of the Securities and Exchange
Act; but the issuer and the offi¬
cers, directors and controlling
stockholders of issuers of listed
securities are subject to certain
duties and obligations which do
not bind unlisted issuers.

If and when the shares are ad¬
mitted to dealing, the stock is as¬

signed to a specific post on the
trading floor so that members
with orders to buy or sell may

go instantly to that place to in¬
quire as to the prevailing market.
At the trading post the stock is in
charge of a member who is desig¬
nated as the specialist. That is, a
person who will accept and be re¬
sponsible for orders - at prices a
little away from the prevailing
quotation. These accumulated
orders, both to buy and to sell,
are entered in price sequence in
the order of receipt and become
in the aggregate the "book" of the
specialist. From those orders on

his book and from orders received

by him through the day, the spe¬

cialist/in competition with orders
in the hands of other members

acting as brokers, establishes a
market., The bid, the highest
priced order at '• hand, and the
offer, the lowest offer to sell, con¬
stitute the quotation. Thus a two-
way auction with competition to
buy and competition to; sell is
established. The specialist, how¬
ever, may not buy or sell secur¬
ities for his own account at the
same price as an order on his
book. >. ,' ; ".

The mechanics of the market
are simple. In the course of the
day the buyer and seller through
members come to agreement as to
price and a transaction is effected.
Instantly this is reported to the
ticker operators and is printed on
the tape to become a permanent
record. Any question as to time,
price, sequence or regularity may
be checked and answered from
the record maintained by the Ex¬
change or its members. The mar¬
ket is an open market — and by
that I mean by rules and regula¬
tions of the Exchange there is no

place for secret understandings or

special treatment of a favorite
few. -The seller in San Francisco
and the buyer in Boston who meet
in this market place know in¬
stantly, or may quickly ascertain,
exactly what has happened and
why. What is good for the buyer
may not be in the best interest of
the seller and vice versa, and the
committee charged with super¬
vision of the trading floor, the
Transaction Committee, is alert
to see each is protected. The sanc¬
tion of a Governor is required in
any instance of seeming disparity
between a last sale price and a

present quotation before a trans¬
action may be consummated and
no Governor will sanction a trade
unless he is satisfied that the
transaction is in order. The Ex¬

change, you know, and it seems

hardly necessary to say so, has no
interest in any transaction other
than to ;see that the rules are ob¬
served. In fact the Exchange isn't

really an exchange at all in the
sense that the Exchange is a part
of the proceedings. All the Ex¬
change does is to supply the mech¬
anism, the meeting room and fa¬
cilities to the members, who de¬
velop what business they can and
transact that business on the floor.
To be sure, and I would like to
emphasize this, the Exchange has
the responsibility to see that the
highest standards of ethical con¬
duct prevail; that those who ac¬

cept business or carry securities
for the public are financially re¬

sponsible; that the market is free
from manipulation; and that
prices reflect the varied interests
of those who are presently share¬
holders or those who are disposed
to become so. To that end the two
committees I have mentioned,
Listing and Transactions, are im¬
portant.,;But the work they do is
augmented by other committees of
the Exchange with the same end
in view. Members and public
alike are on a basis of equality;
the cost of the service is known —

the commission rate is predeter¬
mined so that an investor, satis¬
fied with the price of the security,
may purchase or sell knowing in
advance what his cost will be.

I have, I think, spoken over

long and in conclusion I would
like, if you will permit me, the
privilege of saying just a word
or two about the Post-War Ex¬

change. This war surely must end
soon. There must be a cessation
of the wanton destruction, misery,
sacrifice and terror of the past
four years. Perhaps it will come
sooner than we think, and pray
God that it will. There will be a

period of adjustment. That period
must not be too long. It need not
be if those in authority plan
wisely. The war has. put the spur
of necessity into the development
of new materials, new processes,
new techniques which will, with
the cessation of hostilities, find
their way into the markets^ of
peace. There will be plenty , of
opportunity for the doers, the pro¬
ducers and the real accomplishers

in many fields of endeavor. It
does not require too much imagin¬
ation to accept as a practical acr
complishment of a peaceful world
such things as television — im¬
proved transportation— imperish¬
able fabrics—universal air condi¬

tioning -T- synthetic medicines —

and a host of other things all of
which will contribute to the
health and comfort of our people.
Private enterprise under a pro¬

gram of realistic taxation which
will permit the retention of a rea¬
sonable share of the profits in
new enterprises will attract "ad¬
venture money"-*-that is, capital
willing to accept greater risk for
a proportionately greater gain—
and new fields of endeavor will
be opened. It is when these new

enterprises have passed through
their formative stage and have
achieved the status of new but in¬
fant industries that the facilities
of the Curb Exchange are put to
use. We are the proving ground,
as it were — the public market
for securities in the growth pe¬
riod. It may be of interest to you
when I tell you that approx¬

imately 65% of the securities now
traded in on the New York Stock

Exchange were once on the New
York Curb.
We look, in the not too distant

future to the admission on our

Exchange of the securities of
many corporations which today
are closely held either by family
or private groups, or of others
now in the embryonic stage of
development. This is the real
function of our market. This is

the part we play in the economic
life of the nation. As America

expands, and such expansion is

limitless, the Curb'Exchange will
expand likewise.- '•

Now Inv. Dealer
SAN FRANCISCO, CALIF.—

J. W. Hilliard & Co., 681 Market

St., is now engaging in a securi¬
ties business. . v

New issue

$13,740,000 .

City of New York
I %% Airport Construction Bonds -«r

Dated August I, 1944 Due $458,000 each year August I, 1945-74, inch

Interest Exempt from present Federal and New York State Income Taxes

Legal Investment for Savings Banks and Life Insurance Companies in the
State ofNdW York and for Executors, Administrators, Guardians and

otherfholding Trust Funds for Investment under the Laws of
„ . * n. the State ofNeiv York ■ .

MATURITIES AND YIELDS

Approx. Approx.
YieldDue Price Yield Due Price Due Price

7945 101.35 .40% 1955 104.60 1:1.30% 1965 101'/2
1946 102.28 .60 1956 104.42 1.35 1966 101

1947 103.11
'

.70 1957 104.15 • 1.40
. 1967 100/2

1948 103.73 .80 1958 103.79 1.45
*

1968 100

1949 104.15 .90 1959 103.35 1.50 1969 100

1950 104.36 1.00 I960 102.82 1.55 1970 100

1951 104.37 1.10 1961 102.22 1.60 1971 993/4
1952 104.57 '1.15 1962 102.34 1.60 1972 993/4
1953 104.68 1.20 1963 101.63 1.65

'

1973 991/2
1954 104.69 1.25 1964 101.70 1.65 1974 991/2

! st (Accrued interest to be added) !

The above Bonds are offered when, as and if issued and received by us and subject to approval
of legality by Messrs. Wood, Hoffman, King <$• Dawson, Attorneys, New YorTc, N. Y.

THE CHASE NATIONAL BANK
OF THE CITY OF NEW YORK

i BOND DEPARTMENT

Pine Street Corner of Nassau

New York, August 3, 1944.

fit*
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Ten Yeais 01 The FDIC
(Continued from first page) ■

FIDC has had, moreover, nothing
directly to do with the unprece¬
dented increase in the Circulation

Money of the United States, but
this was simply a parallel devel¬
opment which shows the increase
in the potential purchasing power
media in the hands of the public,
both in the form of bank deposits
— excluding interbank deposits,
where such data are available—
and the money in circulation out¬
side of the Treasury and the Fed¬
eral Reserve Banks.

Composite Balance Sheet Data
Valuable

The form of the composite bal¬
ance sheet for all of the operating
insured banks under the FDIC has
been helpful in giving us a clear
picture of the operations of these
banks over a period of years, and
the data they contain were never
before available for almost the
whole of our banking structure in
a convenient form. Not all of the
banks of the United States are in¬
cluded in the figures given at the
end of each year for the total
operating banks, but the 1,400 to
1,500 not included are for the most
part small banks in four or five
states, mainly mutual and other
types of savings banks in Massa¬
chusetts and Connecticut, and
small unit banks in isolated

communities or in small corn-

communities where all of the

banks remain outside the Cor¬

poration—if state banks—in such

states as Kansas, Georgia, New
York and Maine, and a few others.
In making composite balance

sheet studies for the British "Big
Five" Joint Stock banks over a

long period of years, from 1927
through 1943, I found in the ear¬
lier years from 1927 through 1934,
we had no data in the United
States in a published form which
was comparable to that which
could be compiled from the Brit¬
ish bank statements. The "Big
Five" in England are not all in¬
clusive but they do about 87% of
all of the commercial banking
business of England and Wales,
but there'are 11 other joint stock
banks in that area, some few of
which are controlled by members
of the "Big Five." Since 1934
comparisons of value may now be
made with the operating insured
banks under the FDIC on the one

hand and those of the British

joint stock banks, particularly the
"Big Five," on the other.
One of the most notable, though

incidental, services of the FDIC,
therefore, has been to give the
American public banking data at
six month intervals in the 20 Call

Reports issued to date which were
not before available. These data
not only show the trends which
are taking place in our banking
system but they help to show the
relationships between many of the
sets of data involved. The follow¬

ing abbreviated table of condensed
balance-sheet data from the Call

Reports show such trends:

TABLE I—CHANGING CHARACTER OF COMMERCIAL BANKING

. ■''-• ••.'•- V Advances
No. of tBanks - Advances to Banks' to U. S. Govern¬

Operating Suspended J Customers, i. e., ment, i. e.. Government
Insured Banks or Merged Loans and Discounts Direct and Guaranteed

Years— v (At end of year) (During year) (At end of year) Securities (End of year)
1934 .. "14,137 57 $14,593,000,000 $11,712,000,000
1935 . .. . .... 14.123 35 14,698,000,000 13,275,000,000
1936 ■ 71 15,940,000,000 ,

16,717,000,000 ■'./•
14,750,000,000 .

1937 . . * 13,795 (; $84 13,669,000,000
1938 13,659 $80 16,024,000,000 14,506,000,000
1939 13,535 70 16,866,000,000 15,567,000,000
1940 13,438 47 . 18,398,000,000 17,063,000,000
1941 13,427 16 21,262,000,000 21,047,000,000
1942 13,347 ,/ 18,906,000,000 40,711,000,000
1943 13,274 ' /• §5 18,843,000,000 58,694,000,000

"Compared with 14,140 operating insured banks on Jan. 2, 1934, when FDIC was
opened, and with the all-time record of all banks on June 30, 1920, of 30,976'—Comp¬
troller of the Currency's figure. f ■

tMerged or consolidated with aid or funds of the F. D. I. C. Does not include
banks voluntarily liquidated during year. ' .

'

^Reflecting 1937-38 short-lived, depression conditions. , -

SData furnished for 1943 by Corporation—not otherwise published.

It will be noted in the above
table that the decline in the num¬

ber of operating banks from year
to year is greater than the num¬

ber of banlc suspensions or .merg¬
ers listed. This is accounted for

by the fact that some of the banks
listed as suspended were subse¬
quently reopened. Many others
were voluntarily liquidated, with¬
out any aid from the FDIC or, on
their own account and effort,
were consolidated or merged with
other banks or moved their loca¬
tion and changed their identity
somewhat. There were 14,140 in¬
sured banks operating on an un-,
restricted basis on Jan. 2, 1934,
when the FDIC began operations.
That number has now been re¬

duced to 13,274, at the end of 1943,
or a total loss of 866 banks in the
10 years. When one compares
these figures with the losses,
mainly by the failure'route,; of
2,298 banks in 1931, 1,456 in 1932,
and some 3,464 between Jan.' 1,
1933 and May 24, 1934—the first
time official figures were released
after the banking moratorium of
March, 1933— marked improve¬
ment in the situation can be' read¬
ily noted. This is due partly, no
doubt, to the fact that between
the time of the collapse of the
post-war boom in June, 1920, and
May, 1934, some 16,150 of our
banks had been weeded out

through failures and consolida¬
tions. Hence a great deal of the
wreckage in our banking structure
had been cleared away before the
FDIC took over.

Government Greatest Borrower

More significant than the grad¬
ual decline in the number of

banks, however, is the marked
change in the operation of the

banks in the lending practices.
During all of the 10-year period
the insured banks were increasing
their loans to the Government

through increased purchases of
direct and guranteed securities of
the Government, due in. part to
increasing use of the banks in the
deficit financing. But beginning
with the end of the year 1941,
when loans and advances by the
banks to their own borrowing cus¬
tomers and loans to the Govern¬
ment were j almost - identical * at
$21,000,000,000, we find the huge
upswing in the first two war years
to $58,694,000,000 in advances to
the Government as compared with
a fairly steady figure ofVaround
$18,900,000,000 in advance to cus¬
tomers.} Thus loans by the banks
to the Government today are
three times as great as their loans
to all other borrowers. \ This dis¬
proportion may be augmented in
part by the fact that the Govern¬
ment itself is competing with the
banks in so many phases of the
lending field, through production
credit loans, and capital advances
to industry through the Recon¬
struction Finance Corporation and
similar agencies. '
In October, 1942, in writing for

the Investment Bankers Associa¬
tion Convention number of the
"Economist" (Chicago), I pre¬
dicted that by June 30, 1943, total
investments of American insured
banks would be between 50 and
60 billion dollars and that most of
the increase, probably as high as
$50 billions, would be in their
holdings of Government obliga¬
tions. On the preceding Dec.- 31
total investments had been $28,-
032,000,000, of which some $21,-
046.000,000, or slightly more than
75%, represented loans to the gov

ernment. Actually on June 30,
1943, total investments of the
13,302 insured banks of that date
were $57,890,000,000, of which
$51,541,000,000 were of govern¬
ments. With an anticipated fed¬
eral debt of some $300 billions be¬
fore the war is over, the banks'
holdings of government paper

must continue to increase, with
what result to the banks no one

can foretell. The consequences to
the FDIC are even more problem¬
atical if and when interest rates

rise and the repercussions on the
bond market begin to be felt.

Growth of Purchasing Power
•Media

Another significant develop¬
ment during the 10 years of the
FDIC is the great growth of bank
deposits and the phenomenal in¬
crease in money in circulation.
Government financing through
the banks has been the chief cause
of the former, but government de¬
posits through the bank purchases
of federal debt obligations soon
become the deposits of individuals
and corporations as the Govern¬
ment pays them out on war con¬

tracts, wages, soldiers' pay, etc.
Some of these changes are shown
herewith.

TABLE II—CHANGING VOLUME OF PURCHASING POWER MEDIA AND IN
CAPITAL STRUCTURE OF FDIC

Volume of Capital Accounts, Deposits
and Money in Circulation .

-At end of year-

§Capital Structure of FDIC
• :—At end of year

Years "Capital Items tDeposits fMoney Volume Capital Surplus
1934 $6,151,000,000 $38,996,000,000 $5,538,000,000 $289,300,000 $2,253,000
1935-—_ 7,210,000,000 44,126,000,000 5,882,000,000 289,300,000 16,758,0001936 6,329,000,000 49,258,000,000 6,543,000,000 289,300,000 54,105,0001937 6,404,000,000 47,191,000,000 6,550,000,000 289,300,000 95,201,000
1938.6,435,000,000 49,779,000,000 6,856,000,000 289,300,000 132,974,000
1939—— 6,524,000,000 56,076,000,000 7,508,000,000 289,300,000 168,040,000
1940.— 6,673,000,000 63,470,000,000 8,732,000,000 289,300,000 234,072,0001941 6,842,000,000 69,420,000,000 11,160,000,000 289,300,000 265,415,0001942 7,056,000,000 87,820,000,000 15,410,000,000 289,300,000 327,644,000

11(11,114,000,000)1943 7,454,000,000 104,116,000,000
If (10,705,000,000) > :

"Total capital accounts for all insured banks—capital, surplus, undivided profits
and reserves for contingencies. Source: FDIC Call Reports.

•(•Composite total deposits, all insured banks, not broken down into time and
demand deposits, but interbank shown under If. Source: Ibid.

JSources: Circulation Statements, U. S. Treasury, and Federal Reserve Bulletins.

{(Sources; Annual Reports of the FDIC and Press Releases.
f!Interbank deposits. Not shown before 1942. Should be deducted to avoid double

counting.

""Furnished by Corporation to writer, not yet published.

20,449,000,000 289,300,000 ""413,755,000

Old Capital-Deposit Ratio Gone

From Table II it is quite ap¬

parent that the old desired ratio
of 10 to 1 between deposits and
proprietorship items, i.e., total
capital accounts, is gone. Many
individual banks today show a 20
or 30 to 1 ratio, and for the in¬
sured banks as a whole it is about
15 to 1 and rapidly getting thin¬
ner. In 1935 when the Banking
Act of that year was being con¬
sidered, Jesse Jones, head of the
RFC, with "funds to sell" in the
form of advances to banks and in
the purchase of capital notes and
preferred stock from banks,
wanted a legal ratio of deposits to
capital set at 8 to 1; Leo T.
Crowley, head of the FDIC, how¬
ever; thought a 10 to . 1 ratio
ample for working purposes and
did not want to see it set up by
law, and his wishes were followed
in; the matter. Now the whole
question needs to be reconsidered
in the light of present conditions,
in relation to what kind of de¬

posits are involved, and what is
done with those deposits; i.e., kept
in cash or reserves for the most

part or used in loans and invest¬
ments.

Phenomenal Deposit Increase

While, total deposits are broken
down in the FDIC reports into
Demand, Time, and Interbank de¬
posits, that has not been done in
the above table. So many time
and so-called savings deposits are
used in making purchases, and so
many demand deposits remain
static at times, that it is hard to
draw a real distinction between
them. All thus constitute pur¬

chasing power in the hands of
corporations and individuals. With
interbank deposits deducted to
avoid double counting, there are
still some $94,116,000,000 such de¬
posits in the hands of the people.
When to this is added the un¬

precedented volume of $20,449.-
000,000 of money in circulation,
outside of the Treasury and the
Federal Reserve Banks, this
means that some $114,500,000,000
of dammed up purchasing power
is now in the hands of the public.
If it ever breaks loose and goes
on a spending spree, all rationing
and price control measures will
be swept a,way in a moment or
will be powerless to control such
spending as might take place.
Perhaps higher required reserves
for member banks may have to
come. There are apparently no real
reasons for such an increase in
Circulation Money as shown in
Table II, unless it reflects cur¬

rency hoarding which has been
going on, of course, on quite a

British Govt. Spent
$2,178,060 For Advtg.
In First 3

large scale. Greater confidence
in the Government's fiscal and

monetary policies might soon re¬
lease such hoards.

Capital Accounts of the FDIC
*

The capital structure of the
FDIC has been rapidly growing
as seen in the table above. Cap¬
ital remains the same as at the
outset of the Corporation in Jan¬
uary, 1934, at $289,300,000, made
up of the advance from the Treas¬
ury of $150,000,000 and the $139,-
300,000 tiken from the combined
surpluses of the 12 Federal Re¬
serve Banks. The income from
the investment by the Corporation
of these capital and surplus funds
has so far covered the cost of

operations and of losses of insured
banks. Surplus has been expand¬
ing rapidly and with capital now
gives the Corporation a capital
structure of over $702,000,000. The
Senate version of the Banking Bill
of 1935 sought to limit such funds
by having assessments against
banks stopped when the total cap¬
ital funds of the FDIC reached

$500,000,000. The FDIC answer to
this was that reserves must be

built up in good times to take care
of probable losses in times of
stress, but there is still apparently
no possible actuarial basis for the
risks involved in the "insurance"
of bank deposits, for such deposits
"are no more insurable than in¬
dividual success is insurable, or
the loans and investments of an

individual are insurable against
loss." ' ' '

Real Test of Whole Plan Yet
To Come

Hence, the real test of the work
and success of the FDIC is yet to
come. When bond prices begin to
fall, as they inevitably must with
rising interest rates and rising
prices, unless we remain perma¬
nently under a regimented econ¬

omy, how long will the compara¬
tively small capital funds of the
insured banks serve as a "cushion"

against falling bond prices?. A 10
point fall in bond prices—and
some of them fell by 19 points or
more in 1931—would wipe out
all of the undivided profits, most
or all of the surplus, and much of
the capital of many of our banks.
Of course, the Federal Reserve
banks might go on lending to
member banks at par or their
bonds no matter what their mar¬
ket price might be but this could
be continued indefinitely only by
the inflation of their own currency
or by the use of taxpayers' money
to meet the losses. Or some mis¬

guided panacea as the one recent¬
ly proposed in Congress might be

According to figures received
by J. Walter Thompson Company ;
from its London office, the Brit- , ,;
ish Government spent a total of
$2,178,060 for advertising in news- , i

papers, magazines and trade pub- ; h
lications in the first three months I t
of 1944. Of this amount $903,942, >

was placed in London papers,.

$818,746 in the provincial and sub- ,

urban press, $383,43-3 in magazines
and the balance, $71,936 in the
trade and technical press..
It is added that the largest ex¬

penditures, by Government De-'
partments, were made by the Na- ;

tional Savings Committee which
accounted for over 25% and by
the Ministry of Food which ac¬

counted for about 22% of the gov- ;

ernment's total advertising out- -, f

lay. Total expenditures for the; r
current first quarter were $59,- ; .>

371 lower than for the same pe¬
riod of 1943.

Attractive Situations
Ward & Co., 120 Broadway, New '

York City, have prepared circu- I
lars on several situations which

currently offer attractive possi-;
bilities, the firm believes. Copies
of these circulars, on the follow- .

ing issues, may be had from Ward
& Co. upon request.
Du Mont > Laboratories "A";

Merchants Distilling; Crowell-
Collier Publishing; P. R. Mallory;
General Instrument: Long Bell
Lumber Co.; Great American In¬
dustries; Mid-Continent Airlines;
Massachusetts Power & Light $2..
preferred; Majestic Radio; Mag- .

navox Corp.; Electrolux; Purola- > ;
tor; Brockway Motors; Mohawk I
Rubber, Moxie, Scovill Mfg., and '
American Export Airlines.
Also available on request to

dealers only is a detailed memo-- '
randum on H. & B. American Ma¬

chine Co.
,

Bright Possibilities
Giant Portland Cement is a

low-priced stock in an industry -

with a bright future and offers in- ;
teresting possibilities, according • I
to a circular prepared by Lerner t
& Co., 10 Post Office Square, I
Boston, Mass. Copies of this cir¬
cular may be had from Lerner &
Co. upon request and also a cir¬
cular on Riverside Cement class A
which the firm believes is an out¬
standing cement stock with a div- '
idend arrearage.

Attractive Rail Situation ;

The Minneapolis & St. Louis
Railway Co. offers an attractive
situation according to an original
analysis prepared by A. W. Ben-;?/
kert & Co., Inc., 70 Pine Street,'
New York City. Copies of this ^
interesting, illustrated brochure
may be had upon request from A. ■{•
W. Benkert & Co.

a'dopted whereby the banks might
be allowed to carry their govern¬
ments at par in their accounts,
even though market prices were
much below par. We are not
likely to have such a measure un¬

der a free economy and a free en¬

terprise system.
Thus if the banks begin to find

themselves in real difficulties

again, mainly through government
action in relation to its financial

program and through its competi¬
tion with banks in lending oper¬

ations, the FDIC may conceivably
be called upon to use all of its
surplus and capital in attempting
to stem the tide against bank fail¬
ures. How far a $700 million
capital structure will go in taking
care of $104 billions or more of
bank -deposits, if occasion de¬
mands, is anybody's guess. The
record of the FDIC has been "so

far so good," but its future, like
that of our whole ^economy, is in
tne lap of the gods or in the polit¬
ical destinies that shape men and
events.
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REPORTER'S
REPORT

Underwriting bankers are
awaiting, with more than the
usual interest that attends a re¬

financing operation, further de¬
velopments in the program pro¬
jected by Commonwealth Edison
Co., looking toward the refunding
of a total of $178,000,000 of bonds,
i■' It is not alone that this would ?

; constitute the largest undertak¬
ing since the Truth in Securities
Act became law, but rather be¬
cause it brings up another situ¬
ation similar in many respects
to the Brooklyn Union Gas Co.'s
program which was upset ; by
the New York State Public
Service Commission.

* Commonwealth Edison, like
Brooklyn Union Gas Co., is an in¬
trastate corporation. Its business,
so far as financing has been con-r

cerned,!has been done primarily
through its own banking affilia¬
tions, headed by Halsey, Stuart
& Co. ;

i The latter firm is reported i
to have informed numerousj
banking firms affiliated with it
in financing operations, that it;
is working with the company
in seeking to formulate a plan
of financing to provide for the

. retirement of all or part" of
$98,000,000 of 314s of Common¬
wealth and $80,000,000 of 3Hs
of Public Service Co. of North¬
ern Illinois now outstanding.

!,- Bankers are wondering whether
the Illinois State Utilities Board
may not, as happened in New
York last week, step in and order
the prospective issuer to market
the bonds by means of competitive
bidding.
Considering the scope of the

Commonwealth program, such a
development might bring about
complications, for. some bankers
doubt the ability of the industry
to form two separate groups capa¬
ble of undertaking such a piece
jof business.
I / Bond Redemptions Heavy J

September, through to and in¬
cluding Oct. 1, promises to be a
period of exceptionally heavy
bond redemptions, judging by the
flood of notices put forward by
corporations in the last few weeks.

The first of next month will j
bring an unusually large turn¬
over by way of retirements,
through outright calls, and par¬
tial redemptions through draw¬
ings by lots. Bethlehem
Steel's call for redemption of
$60,000,000 of serial debentures,
due 1945 to 1950, tops the calls
for that date.

• Meanwhile Atlantic Coast Line
already has issued notice of draw¬
ing by lot of $9,000,000 of its 4s
^of 1952, backed by Louisville &
.Nashville collateral, for redemp¬
tion on Oct. 1 at 105 and interest
to Nov. 1.

: Union Pacific Looks Ahead
v Union Pacific Railway is look¬
ing ahead to 1946 and 1947 when
thel road will have maturities
running to approximately $156,-
191,500.
. And from the comments of
/ F. W. Charske, Chairman of the
system's Executive Committee,
it is evidently the intention of

j the road to apply a substantial
amount of cash in that direction.

^ This became evident when the
head of the Interstate Commerce
Commission's bureau of fipsirice;
early this week, questioned the
need for the company to - issue

'

$8,120,000 of equipment trust
'

certificates in view; of its huge
. working capital, $138,000,000.
_ y Mr. J Charske's reply was that
facing the maturity of these non-
callable bonds "we think it is
highly desirable" to build up ade¬
quate reserves against such ma¬
turities.

Competitive Bidding
Although Milo R. M a 11 b i e,

Chairman, did not say so in so
many words, it now appears that

A BALANCED. FUND

Prospectus on request from Principal Underxvriter

INVESTORS SYNDICATE
MINNEAPOLIS.! MINNESOTA >

h

representatives in the principal cities OF tHE united states

Our Way's Inferior? Who's
WinningWar, Anyway?
i/S;: By LESLIE GOULD . ,

Financial Editor of the New York Journal American . j

Reprinted from the New York ^JournarAhierican," .'July 19, 1944 j
If there is one; thing the war; hag done, it is to prove the Amer-!

ican system of Government and the American system of free en¬
terprise. .. .

No other system anywhere has stood up under the stress and;
strain of war.

The Fascism of Italy has already gone overboard, and it won't
be too long before German^:
Nazism will follow. And the die is
cast for the Japanese brand as ev¬
idenced by developments in re¬
cent weeks in the Pacific war and
in the last few;! days within the
Government of Tokyo itself.
The same is true of the com¬

munism of Russia. The form of
that brand of government',and
economy has been modified by
the war, but even that would not
have saved Russia. What , has
saved Russia is j the outpourings
of the American factories— pri¬
vately-owned and privatelyroper-
ated.. ' , , / . \ . .

The same also for the British
form of Government and econ¬

omy. It, too, would have fallen,
but for American help.
The close call the British have

had is the second one in a gen¬

eration, in which only American
intervention has saved the em¬

pire.
Because of its close squeek,

the British are modifying their
way of life, moving to the left
in the direction of state control
and some modified form of state
capitalism. It is the Russian
form that seems to carry the
appeal.
And the Russians, because of

their own close call, are modifying
their system, moving more to the
right and away from communism,
every one equal, and all that
bushwah.

Yet, what saved both the
British Empire and the Russian
Communistic union ijs the
American system of free enter¬
prise.

In view of all this, one would
expect the British instead of mov¬
ing to the left would be over here

the New York State Public Ser¬
vice Commission has definitely
decided against allowing negoti¬
ated bond sales in the future.
The Brooklyn Union Gas Co.,

through its bankers, had set up its
$42,000,000 refinancing and ar¬
ranged for direct sale of' both
$30,000,000 of bonds and the $12,-
000,000 of new debentures in¬
volved. • - - •

But when it developed that
other banking interests stood will¬
ing to overbid the prospective
buyers, the Commission^after long
deliberation, ordered the entire
program to competitive bidding.
So it looks as though Rule U-50,
propounded by the SEC, is now
the order of the day for utilities
in New York State hereafter.
/7 ■ ' ...

trying to find out how they might
follow ' the successful American

system and apply it to their eco¬
nomic set-up.

No, they display the same (
kind of thinking that deluded
their country into believing the
smart thing internationally was

to allow Germany to rebuild
herself into a strong power as

buffer to red Russia.

"J And rather than send people
over here to learn successful
American methods, they send
over men like Lord Keynes to
try to lure this country farther
down the unsound road of state
socialism and deficit spending by
Government, j

V/i'v:Y- v/*..' ;'V/ •#'///■■''

The most shocking thing is
that this country has leaders
here dumb enough to fall for
the preachings of the economics i
crackpots from across the water;
This 'may not be. .so ; strange

after all. For the Roosevelt Ad¬
ministration has taken a defeatist
attitude on this country and its
future almost from the start. It
has preached that we have reach¬
ed a mature economy, opportuni¬
ties are limited and there- are no

new , horizons. The only- hope,
according to the New Deal, is lots
of Government - made work and
social security.
This inferiority complex has

developed to such an extent that
the Administration believes there
is only one man in the country
qualified and able to serve as
President, that the courts must, no
longer be independent and free,
and the law-making body must
bow to the executive.
If that thinking is upheld this

November, then the American
system will find itself in the
unusual position of having won
a war abroad but having lost it
and the peace at home.

Union Preferred
Stock Fund . . m

Prospectus upon request
mm
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liORD, ABBETT & CO.
INCORPORATED

NEW YORK • CHICAGO ♦ JERSEY CITY ♦ LOS ANGELES

Mutual Funds
i.
New Offerings

"Intrinsic Values of High-Re¬
turn Bonds" is the subject of the
current issue of Keynotes. Total
assets, funded debt, net current
assets and interest coverage of
the 50 bonds represented in Key¬
stone Bond Fund B-4 are set forth
in the memorandum and are vis-'
ualized by means of a simple,;
understandable chart.

The results show an increase of
$595,000,000 in total assets; a de-,
crease of $200,000,000 in total,
funded debt; an increase of

Prices On Swedish ■

Stocks On July 14
Prices on seven leading Swed¬

ish stocks at the close of business
on July 14 are given below, to¬
gether with the* changes from the
May close,.and the figures (in pa¬
rentheses) at the close of business
on June 30, 1943.
Electrolux 129, up 3 (93.50);

Grangesberg 181, unchanged
(173); SKF 245, up 20 (233); L.
M. Ericsson 41, up 1.50 (33.50);
Separator 106, up 5 (89.50); Swed¬
ish American Line 114, up 2 (118);
Swedish Match 22.50, unchanged
(18). V ,;-.// /

DIVIDEND NOTICE

NEW YORK STOCKS, INC. !
The following distributions have been

declared on the Special Stock of the Com-,
pany, payable August 25, 1944, to stock-;
holders of record as of the close of busi¬
ness August 5:

Agricultural Industry Series $ .08
Alcohol & Dist. Industry Series .12
Automobile Industry Series——— .06'
Aviation Industry Series .12)
Bank Stock Series.!—- i-——.06,'
Building Supply. Industry Series.—- .03:
Business Equip. Industry Series..— .10
Chemical Industry Series.—— •: .05
Electrical Equip.-Industry Series .06
Food Industry Series——• .09
Government Bonds Series .00
Insurance Stock Series — .01
Machinery Industry Series * .10
Merchandising Series .08
Metals Series——— .08
Oil Industry Series. ———— .07
Public Utility Industry Series.._.— .04
Railroad Series—.——— '—J— .08
Railroad Equip. Industry Series,.^. > .07
Steel Industry Series —_— .08
Tobacco Industry Series .10

HUGH W. LONG and COMPANY
- ; . Incorporated i

- * National Distributors

48 Wall Street New York 5, N. Y.

National Securities & Research Corp. has issued an interesting
"Preliminary Information" folder on its'two new series which were
announced last week. -The new series are Stock Series, representing
a selected and diversified group of dividend paying stocks, and
Industrial Stocks Series, representing an investment position in
modern scientific and technical' developments. Both series were
initially offered on Aug. 1, 1944^
at an initial price of $6 per share
for the Stock Series and $7 per
share for the Industrial Stocks
Series. | ' , j / ^... j
•A -special concession of 7%- on

orders executed in these two new

series at regular offering prices to
Sept. 30, 1944, has been- an¬
nounced. Total assets of the eight
National Securities Series are

now over $12,000,000 and total
assets of the group of funds spon¬
sored by National Securities &
Research Corp. now exceed
$20,000,000.
- - In addition to the announce¬

ment folder, National Securities &
Research Corp. has also issued
handsome portfolio folders on
each of the new series. These

pocket-size folders contain port¬
folio information and a condensed

digest of pertinent features of the
new series. '/'.-V'r '
:K;A third folder, designed to vis¬
ualize the industries represented
by the Industrial Stocks Series,
has been released under the title,
"The Investor Looks at the Fu¬
ture." Subheadings include Plas-i
tics, Electronics, New Drugs, New
Alloys, Air Conditioning, Insula¬
tion, Synthetic Rubber, Aerody¬
namics, Plywood, and Synthetic
Fibres.; Following this impressive
list of growth industries, is a par¬
agraph aptly captioned, "The Fu¬
ture Beckons to the Investor." /

Railroad

Stock Shares
. ////•/ ' ■!"'

A Class of Group Securities, Inc.

Prospectus on Request

DISTRIBUTORS

GROUP, Incorporated
63wallstreet. new york 5.n.y :

$1,020,000,000 in net working cap'-
ital and an increase in interest
coverage from 1.01 times to 2.17

(Continued on page 499) ~

Sendf->r
Prospectus

Republic
Investors Fund, Inc.,

Distributing Agent ; /

W. R. BULL MANAGEMENT CO. Inc.
40 Exchange Place, New York

Prospectuses upon request

National Securities &
Research Corporation

120 BROADWAY, NEW YORK, (5)
LOS ANGELES, 634 S. Spring St., (14)
BOSTON, 10 Post Office Square (9)

'

CHICAGO, 208 So. La Salle St. (4)

Prospectus may be obtained
from authorized dealers, or

The PARKER CORPORATION
ONE COURT ST., BOSTON

Management Associates, Boston, Mass

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



496 THE COMMERCIAL & FINANCIAL CHRONICLE Thursday, August 3, 1944

Comments On Dr. Lohman's
"What Price Economic Security?"

(Continued from first page)
of the commodity purchased
against that of its price, so every
economic policy requires us to
balance its advantages against
what we sacrifice to obtain them.
Some sacrifice in freedom is cer¬

tainly the "price" we have to pay
for the Government brand of se¬

curity and we may bitterly com¬
plain some fine day that, in many
cases, the price was too high.
I well remember, a few years

ago, the hasty approval of Hitler-
ism by German Labor spokesmen
in statements recognizing that
labor's liberties were being
"slightly" sacrificed, but claiming
.that this was a small price to pay
in return for their security. And
I have wondered ever since what
those labor leaders would say to¬
day if they were not muzzled—
the muzzle being the least of the
price that German Labor is now
paying. ' ■ /v-'
In America labor leaders like

Matthew Woll are far-sighted
enough to oppose any approach,
in America, to such regimentation,
whether of the German or the
Russian variety, and remind me
of the passionate devotion of Sam¬
uel Gompers to our American
System.

Nevertheless, I wish to put my¬
self on record as favoring a cer¬
tain indispensable minimum of the
New Deal brand of Social Secur¬

ity, much as I deplore and stren¬
uously oppose the attacks on our

system of Private Enterprise.
In the same way I agree with

Mr. Lohman in opposing the So¬
cialization of Banking but would
point out that any effective con¬
trol over our monetary system
must of necessity be governmen¬
tal. Banking is fundamentally
lending. But this should not in-,
elude, as it now does, the power
to manufacture the money which
is lent. As I have shown (in the
"American Banker," January,
1943) the 100% reserve system for
checking accounts would be ad¬

vantageous to bankers. One
"price" banks pay for their power
•to manufacture and destroy the
circulating medium (checking de¬
posits) is a great loss of freedom.
For almost all the great mass of
restrictions on bank activities
grow out of the fact that banks
have been allowed to mix money
and banking. The distinction is
generally overlooked. As Lohman
says: "Few citizens realize that
Government securities, primarily
Treasury bills, have been mone¬

tized"—that is, have generated
deposits ("check book money").

> This is the chief source of infla¬
tion today.
I agree that Capitalism is in

danger, and not only from Gov¬
ernmental price regulation. and
Governmental control of interest
rates—both emphasized by Loh¬
man—but also, and even more, by
Government taxation of business
—not emphasized by Lohman. On

'j this I have expressed myself al¬
ready in your pages. The crux of
such injurious taxation is the part
of our taxes which fall on busi¬
ness expansion. That should be
exempt.

^ v.;;.:'
I hope business leaders, seeing

the handwriting on the wall, will
formulate and favor a rational di¬
vision of powers between Govern¬
ment and business and in par¬
ticular take over some of the task
of giving labor a modicum of so¬
cial security. It is quite true that
progress involves risk-taking. But
it is, I believe, a wrong allocation
of these risks when labor is re¬

quired to assume as much of them
as at present. A capitalist can af¬
ford to take big risks. But a
laborer who is forced to have no

income at all for a while because
of some technological improve¬
ment is paying too high a "price"
for his chance to find another job
and enjoy low*** nr'^ep hooon«?^
of that technological improve¬

ment. Capitalists should smooth
the way for such readjustments.
It was largely their failure to
solve that part of the problem of
unemployment which precipitated
the New Deal which they hate so

much and, for the most part,
rightly.

HON. FRANCIS CASE

Representative in Congress
from South Dakota

The article by Philipp H. Loh¬
man, entitled "What Price Eco¬
nomic Security?" is stimulating.

Roy L. Garis

Francis Case

I wish that a copy of it might be
placed in the hands of every

county seat editor in my Congres¬
sional District.

DR. ROY L. GARIS

Associate Professor of Economics,
Vanderbilt University,

Nashville, Tenn.

Dr. Loman's article is so sound

itjShould be read by every Amer¬
ican who loves his country and
his freedom. Unless serious at-.

- \.t en t i on is
mmsmmk given at once

b y every
American citi¬
zen to the

warning set
forth by Dr.
Lohman our

boys fighting
over there

may return
here after the
defeat of our

enemies to

find here the

principles and
things they
fought against
over there.
The dangers
are more real

v than even
thinkingAmericans suspect. Some¬
one has said, "if you can't sign
it, don't say it." Every American
:hould say: "If I don't want the
same principles applied to me, I
won't advocate them for other
Americans." That would make
most of them realize how indi¬

rectly they have been and are

advocating socialization of busi¬
ness by many of the policies now

being recommended and even

pursued. Then when business
men advocate subsidies for water,
air and highway transportation,
they make socialization of trans¬
portation inevitable. " Socialized

transportation and banking are
but a step toward socialized busi¬
ness. In their desire for ill-gotten
profit, aren't some American busi¬
ness men and labor leaders "dig¬
ging their own graves"? Dr.
Lohman's article is more than a

warning—it is a guide that must
be followed down a straight and
narrow road.

EDWARD BALL

Florida National Building Corp.,
Jacksonville, Fla.

"What Price Economic Secur¬

ity?" by Dr. Philipp H. Lohman
is a most interesting article. Of
:ourse there are many viewpoints
op what constitutes economic se-

D. W. Fraser

curity; and while I never expect
in my lifetime to see a return to
free economy, I am strongly of
the opinion that both economic
and political security comes from
a free economy and, politically, I
believe in the theories as set forth

by Thomas Jefferson, "that people
is governed best that is governed
least."

DUNCAN W. FRASER

President, American Locomotive
Co., New York ■ .

A particular point made by Dr.
Lohman that interests me is that

progress .

means inse¬

curity but that
violent fluctu¬
ations can be
minimized so

as to increase

security, al¬
though such
security will
incur a price.
It is essen¬

tial that .the

price be with¬
in the capac¬

ity of our or¬

ganized soci¬
ety. Beyond
this it seems

to me the cru¬

cial need is

that we must
learn to maintain and develop
individual initiative so that risk
will be embraced and progress
will continue.

WALTER W. AINSWORTH

President, Metropolitan St. Louis
Co., St. Louis, Mo.

I have again read the article,
"What Price Economic Security?"
by Dr. Philipp H. Lohman, which
article appeared in the "Com¬

mercial and

financial

Chronicle" is-

jue dated July
, 5,1944. 1 think
j ;hat this is a
! /ery compre-
lensive inter-
} r e t a t i o n
)f economic

Security,
everyone
;hould know
hat if they
lemand eco-

lomic social

security that
f,hey give up
.heir liberties
and we must

Walter W. Ainsworth come to a

j complete regi¬
mentation if the capitalistic sys¬
tem is to be terminated. I cer¬

tainly wish that everyone could
read this article and understand
its full meaning.

W. HARNISCIIFEGER

President, Ilarnischfeger Corp.,
< Milwaukee, Wis.

I have read with interest. Dr.
P. H. Lohman's article entitled,
"What Price Economic Security?"
I am in accord with a great many
of the viewpoints expressed there¬
in. In other words, I believe in
a free capital market which, of
course, implies a free labor mar¬

ket and a free price system. In
fact, I believe that if this country
is to survive as a capitalistic
country, these points are funda¬
mental. We have, however, in my
opinion, gone so far away from
the fundamentals that it will be
a long, hard road to get back to
a free economy. Time alone will
tell which system will win out.
In my opinion, we will either
wind up with a planned economy
or state socialism of some form,
or we will get back to a free
economy. However, this road will
not be easy. L v- ^

Our first problem, in my opin¬
ion, is to bring this present con¬

flagration to an end. We will
then have to straighten out our
own "back yard." We will have

i to eliminate waste in Government,
balance our budget, and let the
'law of supply and demand again
take its natural course. Our Gov¬

ernment will have to get back to
a sound fiscal policy.
I believe that the printing

presses are going in the country
today, and it will not be easy to
stop them. We will nave to find
out how the communistic philos¬
ophy and the capitalistic one can

be worked out in international
markets. Personally, I have my
very grave doubts. I also believe
that Lend-Lease will have to be

rationalized, and the scheme as

proposed in the new international
bank will dilute our sound assets
with a great many questionable
ones. All of these actions on the

part of the Government will nat¬
urally bring us away from the
capitalistic system as we have
known it.
I am hopeful that there will be

some swing to the right this fall
and that, during the period of
readjustment, we will be able to
get back to some of the funda¬
mentals that this country was
built up on. However, under the
most favorable conditions, I be¬
lieve that we will have a difficult
road ahead.

FRANK L. KING

Executive Vice-President,
California Bank, Los Angeles ;

• - I found "What Price Economic
Security?" very provocative read¬
ing, and it was a refreshing
experience to see some of
our k fundamental social - prob¬
lems examined *

without the
usual catego¬
rical condem¬

nations and

offerings of
panaceas.v If
we are look¬

ing for solu¬
tions, those
more approxi-
mating the
right ones will
be found only
after »dispas¬
sionate •analy¬
ses. Probably
this is a pas¬
time which
those of us

with ready
answers could,
with profit, more often indulge in.
I was particularly interested in

Dr. Lohman's observations regard¬
ing the part played by banks in
financing the war. He points out
that after the war the banks may
be called on to hold even larger
amounts of the Government debt
due to liquidation of corporate
and individual holdings. He re¬
marks that this will provide an

opportunity, for those wishing to
make political capital, to call at¬
tention to the taxes being levied
to pay banks a profit on riskless
assets. This is a possibility which
banks cannot afford to dismiss

lightly. And it is a possibility
which can become a reality only
if public opinion remains unin¬
formed on the nature of the fiscal

operations involved, and if it re¬
mains ignorant of the part banks
have played in financing the war.

The prevention or cure for this
is, as Dr. Lohman suggests, more
enlightened public relations work.
Perhaps we are guilty of the
charge he makes against business
in general that our public rela¬
tions policies are dismal failures
from the standpoint of educating
the public. At any rate, it is cer¬
tain that any institution so closely
tied to the public interest as are

banks, must broaden its base of
popular support if it is to survive
as a private enterprise. And it is
to the point here to observe that
where the opinions of people are

concerned, their numerical weight
is of more consequence than is
their financial weight. "

JAMES R. BANCROFT

President, American Institute of
Finance, Boston, Mass.

I am afraid that my reactions
to Dr. Lohman's views will not
'be worth much inasmuch as I
I agree with them completely. I
ij think the Doctor has hit a very
important problem, namely, the

Frank L. King

apparent desire of many in our

country to have their cake and eat
it too—in other words, to have
security and economic freedom.
I do not believe the two are at
all compatible. .. ....

It has been said that a nation
can only progress to the extent |
that it can stand losses. In my

opinion, if the major endeavor is
economic security, it must be at ]
the cost of economic progress.

ALFRED MARCHEV

President, RepublicAviation Corp.,
Farmingdale, Long Island, N. Y.
I would like to say that I think I

"What Price Economic Security?" I

Louis S. Hough

Alfred Marchev

is a timely, well-written article,;
which contains a lot of good1
"horse-sense."

LOUIS S. IIOUGII

Assistant Professor of Economics,!
Miami University, Oxford, Ohio
All of us at Miami University!

read Phil Lohman's discussion!
with consider¬

able interest
when it came

out— and are

in substantial

agreement
with the atti-
t u d e s ex¬

pressed,
We., believe

that your pe¬

riodical, more
than any other
which is read

widely by
practical busi-
iness men, is
doing noble
service 'in

bringing to¬
gether the
ideas of aca¬

demic and business thinkers for|
comparison and mutual growth.

L. O. HEAD i

President, Railway Express
Agency

In my opinion, Dr. Lohman's!
analysis of several of the avenues

which may be traveled in the I
post-war years, and the costs in-1
volved, is a thoughtful and im¬
portant contribution to the think¬
ing of all of us who are planning:
for those years. I appreciate the:
opportunity to have read it.

HUDSON B. HASTINGS

, k Department of Economics,
Yale University *

I have read "What Price Eco-|
nomic Security?" with interest andl
I wholly agree with Dr. Lohman's |
thesis, that if the Government un¬
dertakes to insure a high degree]
of economic security to its citi-,
zens, it inevitably- involves the]
loss of economic freedom and aj
much lowered standard of living.,
It is well stated.
T am sorry, however, that Dr.]

Lohman did not also point out!
that another major "price tag" on I
governmentally assured economic]
security is a complete loss of
political freedom.
In the entire history of the!

world, no government which has!
ever undertaken to provide its!
citizens with economic security!
has found it possible to maintain]
political freedom. It cannot toler¬
ate the constant interference with:
its economic plans by a demo-<
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cratically elected Congress or cor¬
responding body. Therefore the
inevitable end of governmentally
assured economic security is a

complete loss of • both economic
and political freedom. The most
recent examples of this are Rus¬
sia, Germany and Italy. Political
dictatorship is therefore one of
the inevitable "price tags", of se¬

curity, and in my judgment it is
fully as important a consideration
as economic dictatorship.

WILLIAM A. ROBERTSON

National Board of Fire Under¬
writers, New York

I have read "What Price Eco¬
nomic Security?" by Dr. Philipp
H. Lohman with the most cordial

approval and-admiration. It is
precisely the

. sort of- thing
which the
-whole country
needs today in
the worst way.
Dr. Lohman's
views are sim-

ply fine. I
hardly think
there is any-

: thing he says
.•to which I
cannot- sub¬

scribe. Cer¬

tainly, - as a

whole, the pa¬

per is one de-
serving of
high commen-

:vd a t i o n. His
'

Wm. a; Robertson sentence near

the close of his paper, that "the
price of progress itself is inse¬
curity," sums up the whole phi¬
losophy of life for one of my way
of thinking. I am a fellow born
and raised in the 19th century,
during the Victorian era, of which
-fact I am proud. I have never
unlearned the teaching of Jeffer¬
son as to "life, liberty and the
pursuit of happiness." I am close

; to being a disciple of laissez faire
.without restraint save where ab¬

solutely necessary.; I think our

. Interstate Commerce Commission
-comes close to being something
;very like a failure, after about
-57 years of struggle and floun¬
dering. The task given to it was
i nearly impossible of fulfillment-.
I fear the Federal Reserve Board

- is likely to make a second failure.

WALTER P. NAPIER

President,
Xv Alamo, Na-
- tional Bank,
San Antonio,

Texas

: I have read
Dr., Lohman's
i article, "What
Price Eco¬
nomic Secur¬

ity?" with a

great deal of
4 interest, and
'think that it

• is one of the

best treatises

-that I have

■seen; on the
■subject. *

Walter Napier

F. L. LIPMAN

Chairman of the Board,
; Wells Fargo Bank & Trust Co.,
;San Francisco, Calif.

It is refreshing to read an essay
based on sound economics. What
Dr. Lohman says about social se¬

curity, economic freedom, the in¬
terest rate, is fundamental. When he
says, "Socialization of bank credit
may be around the corner unless
financial leaders will leave their
foxholes into which the New Deal
has driven them, brave whatever
storm might come, get together
and sit down with the politicos."
I wonder. Such a prescription is
Pot uncommon, but is it practi¬
cable? Characteristically, the poli¬
tician talks, the business man acts.
A conscientious statesman may in¬
quire into a situation and open
his mind to grasping it, but how
can business leaders tell him any¬

thing beyond such a leader's ex¬

perience of his own limited field?

A. W. Robertson

Such an approach by business
men is bound to be theoretical,
and, on the whole, the business
man is not as good a theorist as
the politician. When the initiative
has come from the politician, we
have seen results. When a busi¬
ness enterprise is not prosperous,
it can hardly be improved through
advice of men engaged in other
activities. It needs a new man¬

agement. v .

HON. A. WILLIS ROBERTSON

Representative in Congress
''XX'from Virginia

The article by Dr. Lohman in
your July 6 issue is interesting
and stimulating. The fullest meas¬
ure of self-government necessarily
implies the
fullest meas¬

ure of personal
responsibility.
On the other

hand, farmers
can't sell on a

free world

market while

buying the
products of
industry in a

protectedmar¬
ket. Unorgan¬
ized industrial
workers can't

compete with
the power of
concentrated

wealth. In a

highly techni¬
cal era the

uneducated and unskilled can't

compete with the educated and
skilled, yet the poor, without
Government help, can't get. an
education. It follows that the
more complex organized society
becomes the more rules of the

game are required to make com¬
petition equal and fair. In a rep¬
resentative democracy that is the
proper function of government—
not to play the game but to make
fair rules under which capital,
brains, energy and character m^ay
be suitably rewarded. When the
war is over we should have two

peace conferences—one in Europe
to deal with war problems and
one in Washington to deal with
domestic problems. The latter con¬
ference should be between capi-
taly, labor, agriculture and the
white-collar workers, and they,
like those attending the European
conference, should strive for a
peace that is both just and lasting.

BERKELEY WILLIAMS
Richmond, Va.

By the laws of permutation and
combination I do not know how
many different ways there are in
which Dr. Lohman's subject might
be discussed
but I have
read at least

300 and right
here I am

mindful of
what Virgil
Jordan sSid in
what I regard
as a classic
address to the
28th Annual

Meeting of the
National I n -

dustrial : Con¬
ference Board,
May 18, this
year. I saw it
in The Chron¬

icle, and in¬
cidentally
practically all
of the ablest discussions on Fi¬
nance, economy and politics ap¬
pear in The Chronicle. Introduc¬
ing three speakers who were to
talk on the "post-war riddle" viz.:
What we might do that will em¬
ploy our labor and machines and
use up our materials as fully as
war has done or, as he expressed

it, the "ec9nomic equivalent of
war," Mr. Jordan said, "in all the
261 meetings of The Conference
Board during the 28 years since it
began its work before the last
oreceding World War we have
been discussing one aspect or an¬

other of the opportunities and

Problems of employment, before,

Berkeley Williams

during, after and between wars.

... If after all this discussion, you
were to ask me what we know

about the opportunities and prob¬
lems of post-war employment we
did not know 25 years ago, or a

year ago, it would be hard to say.
. . . Statesmen and business men,
too, still circle swiftly in their
statistical squirrel cages in search
of the right answer to the riddle,
hoping to discover the Secret of
the Pyramids ... at least the
political secret of permanent
prosperity and complete employ¬
ment apart from war and its peace
time counterpart of . fake work
with fake money."

- Dr. Lohman says, "Nearly five
years of war have fundamentally
altered American ideas of values."
I think Mr. Jordan was nearer

right when he declared, "Some¬
where along the road that led to
this disaster during the DECADE
(my own emphasis) of delusion
and confusion and demoralization

just ended we have lost or sur¬
rendered that unique and almost
instinctive faith which heretofore,
in every crisis or difficulty, had
framed the questions and the an¬
swers for us infallibly. And hav¬
ing lost it we forgot what till that
time every American had always
known, unconsciously and surely,
from the beginning, which is that
government at home or elsewhere
in the world is ultimately the only
enemy of peace or plenty he has
to fear, because it has always been
the greatest common multiple of
the limitless greed for power

among men and groups. This war
should have reminded us of that,
both in business and labor, but so
far it has not, and so we face the
future and frame our questions
and answers for it, confused and
frustrated as we never were be¬

fore, believing no longer in our¬
selves, but in the providence,
omnipotence and omniscience of
the unlimited State." . ' , \
But Dr. Lohman. is on safe

ground when i he says, "Democ¬
racy is still an experiment" but it
is doubtful if "The next 20 years,

if not the next 10 years, may well
decide whether it has been a suc¬

cessful experiment." In the first
place what is democracy, and in
the second, the cycle has been
Capitalism, Communism and Rev¬
olution for 6000 years and will
probably continue to be for an¬
other 6000.-.- . . . •

"Like leaves on trees the race of
:

man is found,
Now green in youth, now wither¬

ing on the ground.
Another race the following spring

supplies;
They fall successive, and succes¬

sive rise. ' - *

So nations in their turn decay,
Some come to life, while others

pass away. #/

The Doctor is also;*'on safe

ground when he says, "Insecurity
is not a bad thing." If I may in¬
ject a personal reference I'll say
that my father had six sons and
two daughters with his maiden
sister and my mother's maiden
aunt—we were 13 in the family
and lived in a house with four
bedrooms and two hall rooms, no
running water or any modern con¬

venience, never more than two
meals a day and never heard.of
insecurity but father and all six
sons made "Who's Who in Amer¬
ica"—we never set the world on

fire with any stupendous accom¬

plishments but there we are, all
seven of us. So poverty is bad but
has no terrors for me.

Another doubtful point in Dr.
Lohman's contribution is his as¬

sumption that men can or will
"inform themselves of the ability
and trustworthiness of their can¬

didates and perpetually cast a

wary eye toward incumbents."
He gives man too much credit for
thinking.
Here's what Edgar James Swift

said in "The Jungle of the Mind":

"Among the many myths of
the mind the most disastrous,
perhaps, is the belief that man
is ~ AU*'~kincr animal. That he

(Continued on page 498) :
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iFjrom the recent downtrend in
Canadian production, it . would
now appear that the peak was
reached last February when the
Financial Post Index topped at an
all-time high of 264.1. Since then,
Canadian production has declined
steadily to 248.5 for June— the
first month in which production
fell below the output of the pre¬

ceding year since the outbreak of
the European war. v

According to the Financial Post,
unproductive manpower and ma¬

terials are the key to the drop,
with war's demands finally over¬

balancing the power of the eco¬

nomy to expand. "Unproductive
labor, machines worn out after
nearly five years of accelerating
production and small replacement,
apparently cannot keep up the
pace set by the economy at its
peak."
It is noteworthy that our own

production peak was reached

CANADIAN BONDS
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PROVINCIAL

MUNICIPAL

CORPORATION

Canadian Securities
By BRUCE WILLIAMS >' V

In a world where economic trends have become increasingly
dependent on political trends, it is not surprising that Canadian se¬
curities markets continue to mark time pending the outcome of the
provincial elections scheduled for August.

Competent American observers are saying that the political
future of Canada is likely to be determined in these three provincial
elections, the first of which will<S> —

come on August 8, when Quebec
and Alberta go to the polls, fol¬
lowed by New Brunswick on

Aug. 28. Should!'the socialistic
Cooperative Commonwealth Fed¬
eration win out as it did recently
in Saskatchewan, the result may
well be to advance the date of
the Canadian federal election.

According to the five-year lim¬
itation, Prime Minister Mackenzie
King may prolong the term of the
present Canadian Parliament un¬
til the end of next March, with
an additional two-months grace
for the actual voting. However, a
repudiation of the Prime Min¬
ister's Liberal Party in the com¬

ing provincial elections would
likely force the hand of the Gov¬
ernment in calling an earlier na¬
tional election.

As pointed out in this col¬
umn recently, the implications
of such a development are not
as chaotic as they would appear
on the surface. Actually, Can¬
ada has been participating in
the world-wide political swing
to the left in recent years with¬
in the framework of the Liberal

Party—just as we have partici¬
pated in the same leftward
movement through' the Demo¬
cratic Party. V.XX

CANADIAN STOCKS

A.E.AMES&CO,
INCORPORATED

TWO WALL STREET

NEW YORK 5, N. Y.

RECTOR 2-7231 NY-1-1049

last October — four \ months
-ahead of the Canadian peak.

The markets for Dominion bonds
and Canadian provincials were

quiet and inactive" last week.
After declining rather sharply on
the election returns, Saskatche-
wans have shown some recovering
strength, with the 4%s at 86V2 bid
and the 5s at 92 bid.

Canadian internals were slight¬
ly easier in a dull market, closing
the week at 10%-9%% discount.

In the second-grade corporate
list there was somewhat more ac¬

tivity without much net move¬

ment either way. Abitibis started
the week at 84%, declined to 81%
and recovered to 83%-4.

Until the uncertainties raised

by the coming provincial elec¬
tions have been settled, it ap¬

pears likely that the markets
will continue dull and listless

with activity confined to spo¬

radic interest on either side.
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Comments On Di. Lohman's

(Continued from page 497)
may think is proved by the
achievements of the few. That
he does think is quite a dif¬
ferent claim because it implies
that thinking is his natural pre¬
rogative, that it characterizes
each individual and that it dis¬
tinguishes man from his primi¬
tive and remote ancestors of the
jungle.

: "Thinking is not a natural,
spontaneous process. It is an
adventure in unknown regions,
and adventuring appeals only to

. sturdy, vigorous minds. Many
soon tire of trying to under¬
stand the strange things in this
strange world. For them mean¬
ingless phrases, whether they be
in politics, science, healing, or
philosophy, are knowledge, and
repetition completes their think-

; r ing. Obscurity sounds like wis¬
dom.'
"We all fondly cherish the

belief that we are ultra-modern

today, yet primitive credulity
was not banished with the ar¬

rival of radios and airplanes.
Belief that a mysterious name

* explains a mystery! Mistaking
unintelligible phrases for the

I coin of knowledge! Innocent
trust in the evidence of our

senses! Letting the emotions
pilot us in the mental explora¬
tions which our complacency
calls thinking! These are among
the characteristics of both sav¬

age and twentieth-century man.
"After ..getting just enough

knowledge to misunderstand it,
many people join some group,
either a cult, a sect, or a party,
whose leaders manufacture their
beliefs and opinions."
I will not close without an ex¬

pression " of admiration for the
patriotic service you render in
your consistent and persistent sup¬
port of a sound finance and sound
economy. Keep it up, and remem¬
ber St. Paul's words to Timothy,
"Preach the word; be instant in
season, out of season, reprove,

rebuke, exhort."

J. B. HILL

President, Louisville and Nash¬
ville Railroad Co.,

; f Louisville, Ky.

The article by Dr. Philipp H.
Lohman, entitled "What Price
Economic Security?", is an inter¬
esting ar\d forceful presentation.

One sentence
in

, the article
sums it up,

namely, "How
far are indi¬

viduals will¬

ing to fork
over their
freedom of ac¬

tion in return

for security?"
None of us

would deny to
a 11 mankind

the best con¬

dition it is

possible for it
to attain. The

question at is¬
sue is, what
will produce
the best con¬

dition? Perhaps the people of the
United States have been better
off under our form of government,
on the average, than the; people
of any other country under any
other form of government. This
is an effective argument if it is
widely enough presented. Those
of us who believe in the capital¬
istic system have, for the most
part, done a poor job in present¬
ing the importance of preserving
freedom of individual action and
what it has accomplished.
Some times I think that it is im¬

possible for the average man to

jr. think of principles which should
control the wants and desires of
130 million people. We ought to
be able to reduce these desires

J. B. Hill

to a much smaller group; perhaps
130 different classifications would
suffice and this 130 would be
truly representative of what is
good for the 130 million. If some¬
body could make this classifica¬
tion, and from a study made by
representatives of the 130 groups
some set of principles probably
could be arrived at which could
be presented to the average man
as something he could support
in the interest of all men. I doubt
if there is any way for the aver¬

age man to understand sufficiently
the complexities of government
and business to exercise the right
of sufferage intelligently. If it is
to be done intelligently, then help
and direction must be given by
intelligent leadership. This does
not rest with men elected because
of their popularity and ability to
get votes. It must necessarily rest
with men who are less self-inter¬
ested, and who will advocate the
election of better qualified men
to represent us in government.

WILFORD I. KING

Professor of Economics,
New York University

I am favorably impressed with
Dr. Lohman's thesis and his

manner of ex-

pressing it,
particularly
when he says,
"The price of
progress itself
is insecurity."
H i s article

should be read

along with the
chapter in
Henry M. Ris-
ton's book,
"Challenge to
Freedom"—

the chapter on
the cost of full

employment.
It seems to

me that some¬
one should
have the cour¬

age to say simply and clearly that
"full employment" and "security
from cradle to grave" means pe¬

nalizing the clever, studious and
hard working, in favor of the
stupid and lazy.

FRED W. ELLSWORTH

Vice-President, The Ilibernia
National Bank, New Orleans, La.
I enjoyed reading Dr. Lohman's

discussion of "What Price Eco¬
nomic Security?" and find it easy
to agree with most of his conclu¬
sions.

I am not so sure, however, that
we can consider Democracy still
an experiment; of course it is not
perfect, but we must remember
that no form of human govern¬
ment can be perfect this side of
the millennium. After all, De¬
mocracy certainly has given man¬
kind its very best opportunity to
live a free and comfortable life.

I am glad that he gives credit
to the bankers for having "carried
a tremendous burden in financing
the war." As I recall it, the
bankers have raised about 85%
of each of the five War Loans, but
the general public doesn't know
it. Perhaps the bankers are at
fault for this condition because

they are too reticent about blow¬
ing their own horns,

1 I am wondering if Dr. Lohman,
in referring to the bankers having
been driven into foxholes by the
New Deal, didn't indulge in a
confusion of terms, for I opine
that he meant the dog-house
rather than the foxhole. It is a

well-known fact that scheming
politicians always look for a

whipping-boy whenever things go

wrong, and that means the dog¬
house for the victim that they de¬
cide-to whip.
And I am glad that he called

J. D. Maguire

Willford I. King

to some common denominator and attention to the fact that this

t thing called "Social Security" is
not handed out by a Santa Claus,
but is paid for by a very defnite
deduction from each recipient's
salary check every pay-day; and,
according to my information, the
proceeds are used for the current
expenses of the Government! .

JEREMIAH D. MAGUIRE

Chairman of the Board
Federation Bank & Trust Co.

New York, N. Y.

The article by Dr. Lohman,
"What Price Economic Security,"
is indeed one that challenges the
attention of any reader.
Dr. Lohman

is very sound
in his philoso¬
phy. He has
a rare grasp
of the co-re¬

lationship be¬
tween indus¬

try, banking
and labor. His
caution signal
on the bank's
c o n t ribution
to war finance

deeply im¬
presses me, as
I dare say it
does many of
my cotempor-
raries.

I have been

thinking along
the same lines as Dr. Lohman. It
is comforting to have a man of
his intelligence in the same school
of philosophy.

EVERIT B. TERHUNE
Vice-President, Chilton Co., Inc.,

New York City (Publishers
of "Iron Age")

I have read Dr. Lohman's arti¬
cle that appeared in the "Chroni¬
cle" of July 6 over very carefully
and approve most heartily of

everything Dr.
Lohman says.

In fact, I wish
I might have
written this
article myself.
I was espe-

c i a 11y im¬
pressed with
his statement
that "insecur¬

ity is not a
bad thing.
Insecurity of
some sort is
the essence of
adventure."
How true that
is. And then
he concludes

with this

statement:
"The price of progress itself is
insecurity."
There * is no doubt but that the

price for economic security will
always cost Mr. and Mrs. J. Q.
Public a reduction in their free¬

dom of action.

W. L. READY

President, United States Gypsum
Company, Chicago, HI,

I read Dr. Lohman's article and
consider it one of the best things
I have read on the subject. It
seems to me there is a continuing
line of thought which would
pierce the fog of "Economic Se¬
curity" by exposing the sandy
foundation upon which it is being
built. Dr. Lohman must have had
that clearly in mind when he
wrote the article. If this could
be stated in simple terms for the
benefit of our deluded people, it
might put some sense into this
silly security thinking.

J. RAY CABLE

President,Missouri Valley College,
Marshall, Mo. t*.

The demand for security in such
a world as we have today is quite
understandable, but it has always
been my opinion that the price of
security may easily be too high.
No serious student of American
economic history should fail to see
that intelligent risk-taking has
been the mainspring of progress
in this country.

Everit B. Terhune

Jobs After TheWar
(Continued from first page)

for jobs within a year- after the
firing ceases. Is thfre any chance
that this large and sudden col¬
lapse in governmenf; buying and
this swift flooding of the labor
market will fail jcb plunge the
country into a (Repression far
worse than that of 1923?

The need for goods will be at
an all-time high, f In 1941, with
five million people unemployed,
Americans were driving 29 mil¬
lion automobiles; at the end of
1943, 26 million. Automobiles are
now leaving the road at the rate
of about 5,000 a day. By the end
of 1944 the number of cars will
be down to about 24 million. If
employment after the war is
higher than in 1940, Americans
will wish to drive considerably
more than 29 million automobiles
—probably 33 million or 34 mil¬
lion. There are over six hundred
articles of iron and steel that have
not been made for civilian use
since early in 1942. By the end
of the war (say, in 1945 or 1946),
the accumulation of deferred pur¬

chases of these goods will prob¬
ably be equal to two years' sales
at the 1940 rate. This assumption
indicates the following accum¬

ulated needs:
Million

Vacuum Cleaners 3.5
Clocks 7.2
Radio Receivers —- 23.0
Refrigerators 5.2
Washing Machines 3.1
Waffle Irons 1.5
Heating Pads 1.8
Percolators ; 3.7/
Toasters 4.5

If every house lasted forever,
we should need about 550,000 new
dwelling units each year to pro¬
vide for the increase in families.
In 1942, ;ihe number of perma¬
nent dwelling units constructed
was 358,000; in 1943, 163,000; and
in 1944 it will apparently i be
about one-fifth less than in 1943.
By the end of 1944 there will be
a deficiency of at least 750,000 in
the number of permanent dwel¬
ling units constructed since Pearl
Harbor.

The normal number of mar?

riages in the United States is
about 1,400,000 a year. At present
there are about 1,200,000 more
married coupies in the United
States than there would have been
had the war not occurred. In
1944 and 1945, the number of mar¬
riages may be below normal, but
even if the war epds by 1946, the
number of families will perhaps
be 800,000 greater than it would
have been had the war not oc¬
curred. A high proportion of the
6,600,000 couples Who have been
married during the last four years
have not set up housekeeping and
have purchased kittle furniture
and household equipment. The
greatest marriage ryear in history
was 1920. The jmprriage peak in
the United Stateshafter the pres¬

ent war is likely tto be less than
after the first i "Vjforld War but
some peak is to be expected. It
seems certain that the1" accumu¬
lated need for household goods,
after the war, will, reach new
highs.

Ill
,

•. Great and pressmg needs for
goods do not necessarily mean
demand. That requires purchas¬
ing power. During fthe last three
years individuals have been com¬

pelled, by the sheer scarcity of
consumer goods, to [save over $75

D. P. SHEERS

President, First Nktional Bank
of Port Arthut, Texas

We heartily agree with t Dr..
Philipp H. Lohman in "What Price
Economic Security?" *

We are getting more and more
socialistic and losing individual
initiative. Invested^ capital will
decrease. Government by Bureaus
is the trend.

billion. This is as much as they
would have saved in 10 years at
the 1940 rate. Business enter¬

prises have also greatly increased
their liquid assets. Although prof¬
its have increased far less rapidly
than output, and the tax liabili¬
ties of corporations have increased
nearly $15 billion between 1930
and 1943, corporate holdings of
cash, bank deposits, and govern¬
ment securities increased by $25.5
billion and their net working cap¬

ital by. $17.0 billion.

IV

No one really knows; whethejr
individuals and business concerns

will be willing to spend their
enormous purchasing power freely
after the war. It is at least con¬

ceivable that the swift drop in
government buying will produce
a sort of economic shell shock and
will leave people too frightened
and dazed to spend their money.
But if this happens, men will be
behaving in a new way. Never
before have millions of people
with a huge excess of liquid as¬
sets over liabilities been unwill¬

ing to use their purchasing power
freely to feed and clothe them¬
selves and to buy shelter, educa¬
tion, travel, and amusement pro¬
vided goods could be had at more
or less customary prices.

V

Let us suppose that 57 million
people are working after the war,
and that they are working about
7.5% fewer hours per week than
they are working today. At 1943
prices and at present efficiency,
they would turn out about $156
billion of goods a year. The gov¬
ernment will use about $31 billion
of this product, leaving $125 bil¬
lion of output available for con¬

sumption by individuals, business
concerns, and our foreign custom¬
ers. Would this quantity of goods
be sufficient to meet the demand?
The income of 57 million peo¬

ple working 7.5% fewer hours
than in 1943 would be $130 bil¬
lion. After the payment of per¬
sonal taxes, they would have
about $118 billion to spend on

consumer goods or to save. How
much would they spend on con¬

sumption? The experience of 1943,
when people spent $84.5 billion
out of $124 billion on non-durable
goods and services, is a guide.
How much more would they haye
spent on non-durable goods if
beefseaks, butter, eheese, fuel oil,
gasoline, tires, Pullman space,
hotel accommodations, had been
readily available, if they had had
time to take vacations, if they
could have found labor to paint
houses or to make repairs, if they
had not been buying war savings
bonds as a patriotic duty? It is a
conservative estimate that the de¬
mand for non-durable goods
would have been 10% more thaln
it actually was. This would indi¬
cate that with incomes of $118 bil¬
lion after taxes'consumers would

buy $88.. billion of non-durable
goods a year'. On durable goods
consumers spend in good years
about 10% of their incomes after
taxes. With incomes of $118 bil¬
lion, they would then buy nearly
$12 billion of durable goods. -

These estimates take no account

of the demand that has accumu¬

lated during the war and which
for durable goods may be conser¬

vatively put at double the quan¬
tities sold in 1940. In 1943 prices
the deferred demand would be

about $17.8 billion, or, spread over
four years, $4.4 billion a year. A
demand of $88 billion for non¬

durable goods, a "normal" demand
of $12 billion for durable goods,
and an annual "catching up" de¬
mand of $4.4 billion for durable
goods would mean a total post¬
war consumer demand of $104
billion. v

If the government takes $31
billion and consumers $104 billion
of an output of $156 billion, there
will remain $21 billion with which

ft
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Broker-Dealer Personnel Items
If you contemplate making additions to your personnel
please send in particulars to the Editor of The Financial
* Chronicle for publication in this column.

(Special to The Financial Chronicle)

CHICAGO, ILL. — Milton E.
Ladish has become associatedwith
Slayton & Company, Inc., Ill
North Fourth Street, St. Louis,
Mo.

(Special to The Financial Chronicle)

CHICAGO, ILL.—Edwin J. Lud-
wig is now affiliated with F. S.
Moseley & Co., Field Building.
Mr. Ludwig has .recently been
with the office of the Alien Prop¬
erty Custodian; prior thereto he
was with A. C. Allyn & Co., Inc.
and Webber, Darch & Co. In the
past he conducted his own invest¬
ment business in Chicago.

(Special to The Financial Chronicle)

SAN FRANCISCO, CALIF.—
Edward J. Fitzpatrick, previously
with Bankamerica Company, is
now affiliated with II. R. Baker &

Co., Russ Building.

(Special to The Financial Chronicle)

SAN FRANCISCO, CALIF.—
David Von Cram has joined the
staff of Hannaford & Talbot, 519
California Street.

(Special to The Financial Chronicle)

SAN FRANCISCO, CALIF.—
Joseph E. Biallas is now associ¬
ated with Waldron & . Company,
De Young Building.
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to increase the number of houses
in the country, to increase the
plant, equipment, and inventories
of business, and to supply our for¬
eign customers. ■ , i ;
'The demand for residential

building may be abnormally low
for a year or two because many
people will await clarification of
economic conditions before start¬
ing to build. If no more houses
are built than in 1939, the cost,
at 1943 prices, will be about $2.6
billion.

Most demands of business will
be very large—at least for several
years. The restoration of business
inventories will take about $3
billion for nearly three years. A
survey of about 100 enterprises in
widely scattered industries indi¬
cates that they intend to spend
about one and three-quarters of
their depreciation allowances on
plant and equipment during the
first few years after the war. This
Would mean purchases of about
$14.3 -billion of plant and equip¬
ment a year by all established
concerns. Purchase by new enter¬
prises may be expected to bring
the total up to $16 billion.
In view of the great needs of

the rest of the world and the large
foreign balances in'the United
States, the export of goods from
this country will exceed imports
by at least $3 billion a year for
several years after the war.

All of this indicates that the to¬
tal demand for housing, industrial
plant and equipment, inventories,
and net exports will be about
$22.5 billion. With government
demanding $31 billion of goods
and consumers $104 billion, the
total demand would be about
$-157.5 billion, or $1.5 billion more
than the estimated output of 57
million men working 7.5%, fewer
hours at present efficiency. The
conclusion is that the post-war
demand for goods is likely for
two or more years to test the
productive capacity of American
industry, but that business enter¬
prises, by small improvements in
efficiency, should be able to meet
the demand and to prevent a dis¬
orderly rise in prices from being
started by an excess of demand.

; VI
. The economy which will follow
the war for some years may be
called a "catching up" economy,
because the demand for goods will
be based upon the large needs that
have grown up during the war.
Many of the catching up demands,
however, will be temporary and
this may introduce violent fluc¬
tuations in production and em¬

ployment. After four or five years
of very large automobile produc¬
tion the output of cars is likely to
drop to the number needed to
meet ordinary increases in de¬
mand and replacements. The de¬
ferred demand for many durable
household goods will have been
met in about three years. The
business demand for the building
up of inventories will prove tem¬
porary. The surplus of exports
over imports may also prove tem¬
porary—indeed, it must prove
temporary unless the United
States is to play Santa Claus to
the rest of the world.

'As the accumulated demand for
durable consumer goods, indus¬
trial equipment, inventories, and
other goods subsidies, the country
must depend upon an expansion
of industrial construction and
residential building to prevent a

drop in total employment. The
otential demand for construction
nd equipment is enormous. Cer-
ainly with 57 million people
orking and spending their in-
omes, nearly every large city in
he United States will need at
east one new good hotel. Much
ew railroad equipment will be
ecessary even with automobiles
ack on the road and gasoline
vailable for cross country driv-
ng. The present high levels of
ndustrial employment have been
chieved with present equipment
nly by- widespread use of night
hifts. With 57 million people
mployed after the war, the num¬

ber of holders of non-government
jobs will be 3 million more than
it now is. These people will need
places to work and machines to
run. To produce an annual prod¬
uct of one dollar ready for : de¬
livery to the consumer, there is
needed an investment of two dol¬
lars in plant, equipment, and in¬
ventories. If annual consumer ex¬
penditures after the war are about
$104 billion, or $30 billion more
than in 1940 (in terms of 1943
dollars), the fairly immediate
needs for industrial plant, equip¬
ment, and inventories will be
about $60 billion above 1940. One
should remember that even in
1940 the country had far less plant
and equipment than would have
been needed for reasonably full
employment of the work force.
During the previous 10 years the
work force had increased by 6
million with virtually no net ad¬
ditions to plant.
The potential post-war demand

for housing will also be very large.
The demand for new housing
comes almost entirely from fam¬
ilies receiving $2,000 a year or
more. In 1925, our best housing
year, such families spent about
12 cents out of each dollar of in¬
come on new housing. With in¬
come payments of $130 billion,
families receiving $2,000 a year or
more would have total incomes of
$80 billion. If these families spent
for housing 12 cents out of every
dollar after taxes, the annual de¬
mand for housing should run

nearly $10 billion a year.

VII

Sooner or later the country will
have to make the shift from a

"catching up" economy to a self-
sustaining economy. This second
shift, however, will in some re¬
spects be more difficult than the
first shift from war production to
peace-time production. Business
will need to do a better job in
getting people to spend their in¬
comes for consumer goods and
the government will' need to do a
better job of providing a hospit¬
able environment for enterprise
and. of encouraging pioneering, in¬
novation, and expansion. Among
the reforms needed in government
policies, for example, will be a

thorough overhauling of the pres¬
ent system of taxation. The fed¬
eral government for some years
has taxed out of existence billions
of dollars of possible payrolls be¬
cause it has imposed far heavier
levies upon incomes derived from
giving jobs than upon incomes
derived from holding jobs.
The people will need a yard¬

stick by which to test whether
the government is doing a rea¬
sonably good job of encouraging
enterprise and of providing in¬
centives to pioneers and inno¬
vators. The test of a reasonable
rate of economic progress might
be 15% more output available for
consumption for each man,
woman and child every 10 years.
This is a slower rate of increase
than the country has achieved in
any decade of its history except
the decade of the thirties. An
increase of 15% per capita every
10 years would mean that output
would rise (in 1943 prices) from
about $156 billion shortly after
the war to $187 billion by 1950,
and to $229 billion by 1960.
Awareness of these great potenti¬
alities of our economy will help
us keep our sights high, stimu¬
late our confidence in our power

to achieve, help us retain and
strengthen the spirit of pioneering
and innovation.

Attractive Speculation
Central Electric & Telephone

common offers interesting specu¬
lative possibilities, according to a
detailed memorandum on the sit¬
uation issued by Amott, Baker &
Co., Inc., 150 Broadway, New
York City, which is particularly
timely in view of the fact that
stockholders have just authorized
a capital adjustment program.
Copies of this memorandum may
be had from the firm upon

request. ' '

(Special to The Financial Chronicle)

CHICAGO, ILL.—Wilson Moran
McKim has become associated
with Alfred O'Gara & Co., 209
South La Salle Street. Mr. McKim
was previously with Wayne Hum¬
mer & Co.

(Special to The Financial Chronicle)

ROCKFORD, ILL. — Ralph E.
Dickson has become connected
with King & Conrads, 317 West
State Street. Mr. Dickson was pre¬
viously with Ryan-Nichols & Co.,
Geo. F. Ryan & Co., and Banning
& Co.

(Special to The Financial Chronicle)

SAN FRANCISCO, CALIF.—
Herman A. Bangert and Fred¬
erick E. Thomas have been added

to the staff of Dean Witter & Co.,
45 Montgomery Street.

The current issue of Abstracts

points out the weaknesses in the

present Federal tax laws with re¬

spect to executive compensation,

stressing the abuses which cur¬

rent inequities in the tax laws

encourage. Also discussed in gen¬

499

eral terms are some of the "Things
to Come" after war has been won..

.. ■>', * * * , v, '•

Hugh W. Long & Co. announces

that, with the dividends declared
payable Aug. 25, 1944, on the sev¬
eral series of New York Stocks,
Inc., a change in dividend policy
on that fund from a semi-annual
to a quarterly payment basis will
go into effect.
The sponsor writes: "As a re¬

sult of correspondence with share¬
holders, the management believes
that the large majority prefer
these more frequent distributions,
and we are hopeful that this de¬
cision of the board of directors

will both please present share¬
holders and add to the attractive¬
ness of New York Stocks for those
of your clients who are not now
stockholders. ..."

# * *

From Mutual Fund Reports

Group Securities, Inc.—Net as¬
sets on June 30, 1944, stood at
$29,783,134, up 64% from the first
of the year. As of July 20, 1944,
net assets had further increased
to above $31,000,000.
General Investors Trust—Net

assets at June 30, 1944, amounted
to $2,137,448, or $5.50 per share.
Investors Mutual, Inc.—On June

30, 1944, net assets totaled $35,-
435,550, compared with $25,825,-
678 at the beginning of the year.

George Putnam Fund—Net as¬

sets amounted to' $9,806,000 on
June 30, 1944, compared with
$8,843,000 at the end of the first
quarter.

Selected American Shares, Inc.
—Net assets are reported "sub¬
stantially above the $10,000,000
mark with diversification in 100

companies; 20 industries."
Bond Investment Trust—Net

assets show an almost three-fold

gain over the last 12 months,
amounting to $3,148,349 as of June
30, 1944, compared with $1,123,-
000 a year earlier.

Mutual Fund Literature

Lord, Abbett—Revised portfolio
folders on Union Bond Fund "A"

and Union Preferred Stock Fund.
. . . Keystone Corp.—A leaflet
showing the primary lists for the
10 Keystone Custodian Funds as

of July 1, 1944. Revised portfolio
folders on Keystone B-l, B-2,B-3,
B-4, K-l and K-2. ... Selected
Investments Co.—The current is¬
sue of "These Things Seemed Im¬
portant." ... Distributors Group—
Current issues of Steel News and
Railroad News. Also a memoran¬

dum showing principal trunk lines
and giving a traffic analysis of
the railroads represented in Rail¬
road Stock Shares. . . . National
Securities & Research Corp.—A
new prospectus on National Se¬
curities Series; a current issue of
Investment Timing, discussing
"The Democratic Platform and

Business." . . . Hare's Ltd.— A

folder entitled "Bank Earnings
Continue Their Upward Course."

Dividends

New York Stocks, Inc.—The fol¬

lowing distributions, payable Aug.

25, 1944, to stockholders of record

Aug. 5: » :
Amount of
Dividend

Special Stock— Per Share

Agricultural Industry Series--. $.08

Alcohhol & Dist. Industry Series .12
Automobile Industry Series .06
Aviation Industry Series— .12
Bank Stock Series .06 /
Building Supply Industry Series .03
Business Equip. Industry Series- .10 j
Chemical Industry Series .05,
Electrical Equip. Industry Series .06
Food Industry Series ,QB
Government Bonds Series— .60

Insurance Stock Series . >07
Machinery Industry Series, " -'.10
Merchandising Series __ '/ .03
Metals Series - .08

011 Industry Series ! L- .07

Public Utility Industry Series— .04
Railroad Series \ .08
Railroad Equip! Industry Series, .07
Steel Industry Series .08

Tobacco Industry Series —; .10

(Special to The Financial Chronicle)

DETROIT, MICH.—Beulah D.
Bcgue is now with Allman, More-
land & Co., Penobscot Building.

(Special to The Financial Chronicle)

FAIRMONT, MINN.—Dean A.
Anderson has been added to the
staff of Daniel F. Rice & Co.,
Board of Trade Building, Chicago,
111.

(Special to The Financial Chronicle)

JOPLIN, MO. — Vincent C.
Looper has become : associated
with White & Company, Missis¬
sippi Valley Trust Building, St.
Louis, Mo. Mr. Looper was pre¬

viously local manager for B. C.
Christopher & Co.

(Special to The Financial Chronicle)

JOPLIN, MO. — Benjamin G.
Chinn is now with White & Com¬

pany, Mississippi ^Valley Trust
Building. He was previously con¬
nected with B. C. Christopher &
Co.

(Special to The Financial Chronicle)

LOS ANGELES, CALIF.— Sam
H. Smith has become associated
with Gross, Van Court & Co., 639
South Spring Street.

(Special to The Financial Chronicle)

LOS ANGELES, CALIF.—Paul
Williams has joined the staff of
Lester & Co., 621 South Spring
Street.

(Special to The Financial Chronicle)

LOS ANGELES, CALIF.—James
R. Choate, formerly with D. G.
Grant Company, is now connect¬
ed with the Pacific Company of
California, 623 South Hope §jtreet.

(Special to The Financial Chrohiclef

MINNEAPOLIS, MINN.—
Owen Cripper DeVine has be¬
come associated with Otis & Co.,
Terminal Tower, Cleveland, Ohio.
Mr. DeVine in the past was with
E. B. Mount & Co., D. D. Schroe-
der & Co., and was an officer of
Bankers Co. of Minneapolis.

(Special to The Financial Chronicle)

PASADENA, CALIF.—Alvin M.
Cowden is with Hill Richards &

Co., Citizens Savings Bank Build¬
ing.
;i.'••• '•; .'i

(Special to The Financial Chronicle)

PORTLAND, MAINE — Theo¬
dore K. Thurston has rejoined the
staff of Coffin & Burr, Inc., 120
Exchange Street. Mr. Thurston has
recently been on war duty.

(Special to The Financial Chronicle)

PORTLAND, MAINE — Valeda
Nadeau is with Clifford J. Mur¬

phy Co., 443 Congress Street.

(Special to The Financial Chronicle)

SAINT PETERSBURG, FLA. —
John B. Breymann, Jr. is with
The Ranson-Davidson Company,
Inc., Florida National Bank Build¬
ing.

(Special to The Financial Chronicle)

SEATTLE, WASH.—J. R. Tich-
bourne has joined the staff of
Arthur E. Nelson and Co., Paulsen
Building.

Metaal Funds
(Continued from page 495)

times (114%) between the years
1936 and 1943 for the 50 bonds

currently held in Keystone Bond
Fund B-4.

, , ,1
"DsD * * .v.* -

Vance, Sanders & Co. discusses
Rt length the "Common Trust
Fund" in the current issue of
Brevits. The increase in assets
held by such funds together with
the recent offering of a new type
of common trust fund service by
a New York bank has apparently
raised a question as to the dif¬
ferences between common trust
funds and common stock funds,
such as MIT. The answers given
will be interesting to anyone con¬
cerned with investments.

Further discussing the dif-
erences between the two types of
investment, Brevits comments as
follows: "Thus, the open-end in¬
vestment companies, such as
Massachusetts Investors Trust and
Boston Fund, are not in any sense
in competition with the common
trust fund—far from it. They may

legitimately expect, we think, to
establish eligibility for their
shares in the portfolios of the
common trust funds of the coun¬

try; for they offer to the trustees
of the common trust fund, just as

they offer to the trustee of the
individual trust, or to the aver¬
age American investor, a readily
marketable investment in the

highly specialized common stock
field." ■',

* * * "

Distributors Group, in a recent
letter to dealers, compares the
1944 first half sales and repur¬
chases of 69 open-end funds with
those of Group Securities, Inc.
Total sales of the 69 open-end
funds amounted to $76,514,000, of
which Group Securities, Inc., ac¬
counted for $11,550,000, or 15.10%.
After taking into account re¬

purchases during the period, net
sales of the 69 funds were $38,-
927,000, as compared with $8,210,-
000 for Group Securities, Inc., or
21.09% of total net sales. I

* * *
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Post-War

(Continued from page 482)
1. Accumulated purchasing

power in the hands of the con¬
sumers of one hundred billion
dollars. "/ *"

2. Substantial liquidation of
consumer debt.

3. Large social security re-
serves.

4. Substantial mustering-out
benefits for the military per¬
sonnel.
u • 5. Subsistent wage levels elimi¬
nated* '

6. Pent-up demand for con¬
sumer durable goods.

7. Necessity of catching up on
general maintenance and mod¬
ernization deferred - during the
war.

8. New methods, processes, and
techniques of production.

9. New and improved materials.
10. Greatly expanded force of

highly skilled workers.
11. Expanded plant facilities.
12. Renewed confidence in our¬

selves and our institutions.
The total of the asset side of

this pro-forma balance sheet
might show that business will
enter the post-war period with an
adequate supply of the primary
ingredients for a good business
era. We shall have demand, pur¬
chasing power, and ability to pro¬
duce, and we shall have each of
these in abundance. In the
language of one of the current
radio advertisers, "These are

facts, not fiction."

I A balance sheet, however, has
two sides. No one would consider
making a decision or formulating
a policy by looking only at the
asset side of a company's balance
sheet. Any good credit man will
tell you that the extent and
'nature of liabilities are as. im¬
portant, if not more important,
than assets. What are the liabili¬
ties which we must list on this

pro-forma balance sheet?
, 1. An annual Federal, State and
local tax burden of from thirty-
-to-forty billion dollars. "
2. A high cost base for all pro¬

duction.
3. An enormous surplus prop¬

erty disposal problem.
*'■< 4. Economic and social malad¬

justments resulting from recon¬
version or closing of war plants.

5. Labor unrest - when costs
must be controlled, overtime pay

eliminated, and workers down¬

graded or forced back into lower
paying service industry jobs. ,

6. Unemployment ... resulting
from inability of industry to ab¬
sorb immediately ten million ad¬
ditional workers.
7. Lack of sufficient corporate

working capital to finance neces¬

sary expansion of production and
distribution. - ■ ;

8. Tax laws which paralyze in¬
dustry.

9. The possible extension of
bureaucratic controls to a point
where they will stymie reconver¬
sion. ... vv_

10. Possible social turmoil due
to an intensification of class, re¬

ligious and racial prejudices*
11. Fiscal problems of handling

a new, largely undigested Federal
debt of three hundred billion
dollars.

12. The contingency that the
political manipulation of dema¬
gogues;will again substitute an

economy of scarcity for one of
abundance and will be able to re¬

verse the present wave of con¬
fidence in the free enterprise
system to one of distrust, or

worse, one of apathy.
You will note that so far my

balance sheet balances as all good
balance sheets should. I have 12
items on each side. I planned it
that way. You will note that the
12 asset items were largely fac¬
tual or existent. The liability
items are less measurable and by
nature more problematical. Some
of them are more in the nature of

contingent liabilities. While con- the thinking'of the workers, to

tingent as to nature they are
great as to magnitude. ; > '
Evaluaung eacn of these 24

items—12 assets and 12 liabilities
—is much more difficult than
enumerating them. If positive
evaluations were possible, we
could strike a balance and find
our net position. All we can do
is to appraise them in very gen¬
eral terms. We must each make
our own definite evaluation ac¬

cording to our own judgments.
Perhaps the composite judgments
so arrived at will be reasonably
accurate. At least that is one of
the suppositions upon which de¬
mocracy is based. Suppose we re¬
view each of these 24 items and
discuss them briefly. -

1. Consumer savings of one

hundred billion dollars—What
will be the meaning of one hun¬
dred billion dollars of accumu¬

lated purchasing power in the
hands of the public? No one

knows, because no comparable
situation has ever existed. Will
there be a wild rush to convert it
all into goods? If so, nothing, not
even Government controls, can

save us from wild inflation. On
the other hand, will these savings
lie dormant and sterile through
personal fear of future need?
Aside from the direct effect of
these savings, what will be their
indirect effect as a fulfillment of
the need for future savings out of
future income?

; Certainly all these savings will
not be converted into tangible
goods at an early date. It is
equally certain that the entire
amount, plus the amount of nor¬
mal future savings, the need for
much of which has been fulfilled,
will, not lie dormant or sterile.
How much will fall into each class
is the unanswerable question. In
this respect"we must consider the
enormity of the amount involved.
One hundred billion dollars is a

great deal of purchasing power.

Suppose one-tenth of this amount
flows into the channels of con¬

sumption each year. Ten billion
dollars is also a great deal of
money. Dissavings of even this
amount can feed a great deal of
steam; into our economic boiler.
Compare it to the total amount
received from foreign trade in
any pre-war year.

2. Substantial liquidation of
consumer debt—Will < consumer

purchasing power of the post-war
period be increased by a building
up of the balances of consumer
credit? Will consumers again buy
automobiles, refrigerators, and
radios by the millions by pledging
their future income? The answer

is certainly, yes, many of them
will. Instalment credit worked
too well for seller and buyer in
the pre-war period for it to be
discarded as a method of; mer¬
chandising and promotion. Ex¬
perience, even in the deep depres¬
sion years, was too satisfactory
for the credit grantor for him to
overlook this means of building
business volume. Current think¬

ing on means of financing a resi¬
dential building boom is a straw
which shows the direction of the
wind in this respect.

3. Social security reserves—

Large employment and an absence
of the need for benefits have re¬

sulted in the accumulation of

large unemployment reserves.
We hear much talk of additional
aids for war workers as part of
contract termination. The effect
is to cushion the impact of unem-
oloyment on purchasing power.
The reserves are large. There¬
fore, we have a large cushion.
One must appraise the psycho¬
logical effect of such reserves as

they affect the savings habits of
the workers. To the extent that
social security benefits are sub¬
stituted. for personal savings in

: i
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that extent they free purchasing
power for current use; ; : ;

4. Mustering-out benefits—The
first ticket in the form of aid for
veterans of the Second World
War has been written. No doubt
others will ■ follow.The total
amounts are of staggering propor¬
tions. These amounts will repre¬
sent additional consumer purchas¬
ing power. These funds will be
in the hands of people who will
be in the fram# of mind to spend.
They will hit the market before
reconversion has been completed
and production of consumer goods
has gotten well under way. The
impact will be great.

5. Elimination of subsistence
wage levels—We all know that a

consumer working on a sub¬
sistence wage is a poor customer.
For many of us, one customer
earning $40 a week is worth five
earning $20. The amount left
after the bare necessities of food
and shelter are paid for is the
dynamic part of any personal bud¬
get. We all know that in many
localities and in certain industries

many workers were on a sub¬
sistence wage rate in the past.
We also know that the pendulum
may have swung too far and too
fast in this respect. Such pendu¬
lums, however, seldom swing all
the way back. They do not need
to do so. Technological improve¬
ment is forced by higher wages
and, within reason, supports
them. Augmented earnings from
this source can add substantially
to post-war purchasing power.
6. Pent-up demand—Perhaps

little need be said about this. We
are all acquainted with it. We
know that an inability to spend
has been the chief reason for

large personal savings. Just to
catch up on the production of con¬
sumer durable goods will be a
Hurculean task. It has been re¬

liably estimated that car, bus, and
truck production must reach the
fantistic figure of eight million a

year. I have seen an even more

optimistic figure of seventy-two
bullion for the first post-war
decade. Compare that with pre¬
war production. Apply those
ratios to refrigerators, radios,
washing machines, etc. Consider
the deficit in home building
which has been accumulating
since 1929 and the deficit in farm

building, fencing, etc., which has
been accumulating since 1921.

Yes,(the amounts are large.
7. Delayed general maintenance

— Amounts spent for general
maintenance in the decade prior
to the war were subnormal due
to general economic conditions.
Drastic curtailment from even

this low standard has been forced

due to» man-power and material
shortages. Much equipment is
crowding 15 or 20 years of normal
use ih'td' four or five years. Me¬
chanical ' equipment has suffered
greatly' from improper care arid
unfavorable operating conditions.
We started living off our fat at a
time when we were already sub¬
normal physically.

.]'• Our railroad system requires
new locomotives, freight cars,

coaches, tracks, and improved
roadbeds. Our stores have worn

our their cash registers, book¬
keeping machines, and delivery
equipment. Their elevators, esca¬
lators, and heating plants need
overhauling badly. And so it
goes through industry. Take a
look at any company's post-war
budget for expenditures on plant
and equipment. It is estimated
that the requirements of the re¬
tail industry ate^ie run into the
billions. Several million, will be

required for my own company.
This means a demand for the use

of material and man-hours. It
means business for you and me.

8. New methods, processes and
techniques of production—- One
does not need to be a reader of
the Sunday supplements to know
that products to be manufactured
and our capacity to do the job.
have both been greatly acceler¬
ated by the war effort. In the
^>pst-war world' new things* must

J i r> >-ir ,*,>• y, r 1Ik a-.
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be made and sold. Old things;
must be made in new and bettei

ways. Much of the old will be
forced into the scrap heap* Pro¬
duction of the new should be
more desirable and relatively
cheaper. All of this is good for
general business.':,Tv
9. New and improved materials

—Laboratories have also been

working on a 24-hour basis.
Ideas have been forced out of hid¬

ing and onto the production line.
In looking for substitutes much
that was better than the original
has been discovered. Therefore,
products have improved and their
number multiplied. New busi¬
nesses will be born. New oppor¬
tunities will arise. The impossible
becomes a reality. Business will
benefit in a big way.

10*. Expanded force of skilled
workers—Our capacity to produce
has ; been increased greatly
through adding to improving the
skills of the workers. War indus¬
tries have converted the un¬

skilled into skilled workers by the
millions. The Army also has done
much in this respect. There is
hardly a hamlet in America which
does not have its quota of skilled
workers and technicians. De¬
mobilization will throw still
others with newly acquired skills
into each community. An over-

supply of skilled workers is bound
to be a strong force in our

economy.

11. Expanded plant facilities—
If our well-being is related to our

capacity to' produce, our greatly
expanded plant facilities should
be an asset of great value. Our
production facilities built within
the past five years loom large in
terms of dollar cost when com¬

pared to total plant facilities of
1940. Considering that these new
facilities lack the element of obso¬
lescence so prevalent in post-war
facilities,, there is little wonder
that we can and have doubled our

pre-war. production record. A
doubled, capacity to produce
should certainly be an asset of
sizable proportions.

12., Renewed confidence—Per¬
haps the greatest of all assets is
self-confidence. We, as a nation,
did not have it in the thirties.
We were told we were through,
and a majority of us believed it.
We were scared out of at least 10
years of growth by being told that
we had already stopped growing.
We were told that) our> ■ leaders
were stuffed shirts and selfish
crooks, and a majority believed
that.
We were told that the private

enterprise system . was obsolete,
and we proceeded toward scrap¬
ping it without first discovering
that the proposed substitutes
which were being offered as the
cure-all for that brave new World
of Tomorrow had really been
taken out of the archives and just
given a new coat of paint—red
paint. We were ready to scrap
the wonder of all mankind in ex¬

change for something which was
centuries old and which never
worked anyway— Government
control.

Perhaps we should be thankful
for the war. Perhaps it took a
sock on the jaw of that magnitude
to wake us up and bring us to
our senses. Be that as it may, we
have under the stress of war

answered many of the charges.
Were we through growing in the
thirties and were there no new
frontiers to conquer? Look at our
present size. Were our leaders
stuffed shirts and selfish crooks?
What would we have done with¬
out them? Had private enter¬
prise lost its effectiveness? Look
at our production record. The
private enterprise system has
been acclaimed :by the AFL, CIO,
and Earl Browder. Even the
Washington bureaucrats who were
wielding the spade in its burial
speak low and softly, if at all. If
we continue to believe in our¬

selves, our institutions, and in our
free enterprise system, this asset
can be our greatest.
Superficially it might look as

though we were amply solvent.

-'ill. "M to. "yh- t £-.V;

We certainly have a large group
of wonderful' assets. r We have

purchasing power, demand, ability
to produce, and self-confidence.
What else do we need? Nothing,
except we need these assets un¬
encumbered. At least we need to
be able to meet our liabilities.
Insull had customers with purchas¬
ing power and a demand for his
product in 1929. He had some

wonderful power plants—produc¬
tive capacity. He went broke be¬
cause he also had liabilities—lia¬
bilities he could not meet. We
also have some; liabilities—you.
will remember.
Let us take a second look at

these liabilities and see how they
look in relation to our impressive
array of assets. Can our liabili¬
ties be met or funded on a basis
which will permit us to utilize
these assets in , the post-war
period? If so, there is hope. If
not, the future is dark. :,;J;

1. Tax burden of thirty-to-
forty-billion dollars—We have
been told on good authority that,
historically, governments are

wrecked on the rocks of loose
fiscal policies. The fall of most
governments and of most civiliza¬
tions were preceded by unbear¬
able taxation. When government
takes too large a part of the
national income for overhead pur¬

poses the living standards of its
citizens must decline. Taxes

which are too high on the wealthy
drive money into hiding and in¬
dustry starves for the want of
capital. The balance of the coun¬

try soon starves also. Taxes
which are too high on busi?
ness drives business into a slow
death of liquidation. Taxes which
are too high on the consumer dry
up purchasing power at its source
and again the whole structure
tumbles.

- Taxes on the wealthy and on

those of high income must be low
enough to make possible the ac¬
cumulation of wealth and to en¬

tourage its investment in indus¬
try. Taxes on industry must be
low enough to enable industry to
produce -sufficient profit after
taxes to enable it to expand out
of profits and to pay a reasonable
dividend return on the investment
of its stockholders. Taxes must
be low enough on the masses to
Jnsure their having enough pur¬

chasing power left after paying
the taxes to enable them to buy
the products of industry. Yes, but
taxes must be high enough to
raise thirty-to-forty-billion dol¬
lars in that post-war period.
If government is to have a first

claim on national income to the
extent of thirty-to-forty-billion
dollars per year, it becomes evi¬
dent that:
A. National income must be at

a very high dollar rate. The Gov¬
ernment cannot exact a tribute of
thirty-to-forty-billion dollars out
of a forty-billion-dollar national
income, which we had in 1932, or
even out of an eighty-five-billion-
dollar national income, which we

had in 1929. I doubt that it can

be done out of a national income
of one hundred twenty billion
dollars.
B. The tax burden must be

placed with the greatest of care
or the impact of its weight will
destroy our economy. A small
tax burden can be carelessly dis¬
tributed..' The handling of a

thirty-to-forty-billion-dollar ' tax
burden is no job for the careless
or the amateur. It will require
the greatest of skill in its distribu¬
tion even after we have a national
income sufficient to bear up under
its weight. V;«■
It is obvious that this liability

number one, tax burden, is a very

serious one. The best minds of
the country must be put to work
on it. It is no job for dema¬
gogues, partisans, or amateurs. It
is the kind of a rock which could
sink our ship with the precious
cargo of assets mentioned.
2. High cost producer—We all

know what happens to a high cost
manufacturing plant or mine
when the going gets rough. . We
must face the fact that America

■ jt".V«>*.' i, :• t F, ■

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



Volume 160 Number 4304 THE COMMERCIAL & FINANCIAL CHRONICLE 501

is a high-cost country today. Na¬
tional policies of the past 15 years
have been such as to make it so.

How will we stand up when the
going gets rough? Who can afford
to buy our products if they have
to pay for them either with money
or goods? How can we protect
even our home market and at the
same time foster internationalism,
good neighborliness, etc.? It
seems that our policies of high
cost on one hand and interna¬
tionalism on the other may be
compared to trying to ride two
horses going in opposite direc¬
tions: It Will Work while,
but only for a very, very short
while: The probabilities are tbai
he who attempts it won't be rid¬
ing at all. * . - .

o* 3. Surplus property disposal—
Policies followed in the disposal
of surplus war property can be a
negative factor in the post-war
period. The continued accumula¬
tion of these surpluses during this
period of scarcities will be doubly
harmful if such surpluses are

dumped indiscriminately after re¬
conversion has taken place. Fail¬
ure to dispose of such surpluses
and having them constantly hang¬
ing over the market would be
almost equally harmful. The
time to dispose of known sur¬
pluses is now—today. If we wait
until tomorrow the effect will be
bad at best. Needless' harm in the
way of disturbing normal markets
should be avoided. On the other
hand, it cannot be assumed that
any particular manufacturer or
industry has a vested right in the
market. The common good calls
for a gradual, well-timed liqui¬
dation of large quantities. The
time to start liquidation of all
known items is now,
4. Maladjustments of reconver¬

sion—It is all very well to dis¬
cuss these subjects on a broad,
national basis. On the otherhand,
many maladjustments will be
local in character. The period of
reconversion will be extended for
some and short for others. Many
plants wilt never reopen. Some
of these will be in localities offer¬
ing noOpportunity for other em¬
ployment. Such industries as
aviation and shipbuilding cannot
be kept going on anything more
than a very small fraction of
their capacity. Regardless of how
national figures on demand, sup¬
ply, purchasing power, etc., bal¬
ance out, there will be no balance
for thousands of people affected
by these situations. Social and
economic problems of this char¬
acter spread like a contagious
disease. Evils growing out of
these maladjustments could wreck
our chance to make the most of
our possibilities. This is another
liability which could force an
otherwise solvent economy into
bankruptcy.
5. Labor unrest—What will be

the economic, social, and political
costs of labor unrest which will
follow in the wake of the war?
We hear of policies looking for¬
ward to no reduction in take-
home weekly pay in the post-war
period. Is this a genuine hope or
just some whistling in the dark?
Overtime payments constitute a
substantial part of the weekly
take-home, both because of the
number of hours and the higher
rates.

v What will be the effects of lay¬
offs and down-grading of em¬
ployees? What will be the reac¬
tion of the thousands who will be
forced to return to the relatively
lower paid service r-industries?
How many workers will prefer
working two or three days a week
for a dollar an hour to working
full time at 50 cents? How many
will prefer living on relief to
lowering their hourly wage rate?
It is obvious that this is another
sizable liability.
6. Absorption of military forces

—Even if we grant the possibility
of full emplovment, how soon can
this take place? Will jobs be
open as wanted by those being
mustered out? What will be the
effects if no jobs are: available

when wanted? 'Will this become

a political issue for a demagogue?
7. Lack of corporate capital-

There has been little new equity
capital flowing into industry
within the past 15 years. Was
this a result or a cause of our

having 10,000,000 unemployed in
1940? A high volume of business
has been financed during the war

period, but largely on Govern¬
ment funds. Can an equally high
rate of business activity be main¬
tained in a peace-time civilian
economy with our present corpo¬
rate structures? Certainly not.
Steps must be taken to lend en¬

couragement, or at least to elimi¬
nate discouragement, of equity
investments by individuals.

8. Tax laws which paralyze in¬
dustry— Steeply graduated per¬
sonal income taxes coupled with
high corporate income and excess
profits taxes result in practical
confiscation for the investor who
is in the higher tax brackets.
Corporations are forced into un¬
sound funded debt operations
rather than the sale of equity se¬
curities. The only capital avail¬
able for corporations is current
bank loans and institutional funds
which are restricted to senior po¬
sitions. The equity holder is be¬
ing liquidated gradually. There
must be a rationalization of tax
laws if free enterprise is to
function.

9. Extension of bureaucratic
controls—Will controls be lifted
so reconversion can take place?
Will some political slogan such as
"Hold the Line" continue to take

precedence over realistic pricing
policies? How long will we con¬
tinue to consider that production
and price are unrelated factors?
Much depends on the answer to
these questions.: 1. * 1
10. Intensification of class

prejudices—Will . the closing of
the war bring us closer together
or will we drift farther a£art?
Playing on group prejudices has
been successful politics for the
past several years. Such things
are easier to set in motion than to
control or stop. The persecution
of one minority leads to the per-
secution of others. It spreads like
a disease. Your pet hate may be
based on economic distinctions,
another's on race, a third on re¬

ligion. : They are all of the same
ilk. He who is guilty of one
should be considered guilty of all,
because each breeds from < and
builds on the other. Intensifica¬
tion of prejudices frequently fol¬
lows a war. It probably, results
from regimentation and the habit
of acting as part of a group. Such
intensification at the close of this
war could be very serious. The
possibility of ; ■ its development
must be weighed heavily on the
liability side' of our pro-forma
balance sheet.

11. Federal fiscal problems—
We shall have a new, undigested
Federal debt of approximately
$300,000,000,000. Much of this
debt has been placed on an emo¬
tional appeal. Many of these
securities must find new homes in
the post-war period. The interest
rate on these securities is about
one-half that of those issued in
the last war. The amount is 10
times as great. * If we have a free
market, what will be the market
price on these securities? What
will be the effect of these prices
on the solvency of our institu¬
tional holders? If the market is
not a free one, what will be the
effects of a controlled market?
These are things which must be
considered when we try to ap¬

praise our chances of cashing in
on the 12 assets mentioned.
12. Political contingencies—Has

thb free enterprise system earned
its right to stay out of the dog¬
house by its contribution to win¬
ning the war? Will it again be¬
come politically expedient to
make a whipping post of business?
Can business maintain the con¬

fidence it has regained? Can
business maintain self-confi¬

dence? These are some of the in¬

tangibles which I leave with you
to think about. :;.-V
To sum up our balance sheet,

we shall have good prospects of
unprecedented purchasing power,

demand, and production capacity.
On the other hand, we shall have
heavy taxes, high costs, and many

problems of a fiscal, economic,
social, and political nature, It is
hoped that each of these problems
can be solved. If so, the post-war
period looks inviting. If these
problems are not solved due to
mishandling in any one of a dozen
different ways, the entire picture
could deteriorate rapidly.
As citizens each of us has our

responsibilities to do what we can
to assure a proper environment
for the development of free enter¬
prise. Each must do our part, as
we see it, in an endeavor to assure

that problems of a general or po¬
litical nature are handled by the
best people available for the job.
As sales executives we should
make the selling of the free en¬

terprise system and all that it
means our number one job. If
you can't sell that bill of goods
and make the sale stick, what
good will it do you to sell your
other products? Your competi¬
tor's product—planned economy
under Government control—has
many full-time salesmen. They
are selling because they see their
future in that product. Your
future is in the free enterprise
system. Who will prove to be
the better salesmen?
And now down to our day-to¬

day jobs. How must they be done
in that post-war period? We have
the general pattern. There are
standards of achievement below
which we cannot—below which
we dare not—fall. Considering
the picture from a purely statis¬
tical angle, we know that to sup¬

port our post-war tax burden we
must have an annual national in¬
come of from $125,000,000,000 to
$150,000,000,000. An annual na¬
tional income of such proportions
can result only from a very high
rate of business activity. When
armament manufacturing no

longer contributes to this activity,
the slack must be taken up to a

very substantial degree by the
manufacture and distribution of
consumer goods at unheard of,
and seldom dreamed of, levels of
production. We must produce
and distribute tremendous quan¬

tities of such merchandise in the

post-war period in order to carry
our tax burden. -

, ,

Can this tax burden problem
be met by manipulation of prices,
and therefore the buying power
of the dollar? When we pose this
question, we are impressed with
the fact that we can't divorce dol¬
lars from people in our^thinking.
We find that the fields offinance
and economics overlap the* social
fields. Producing and distributing
merchandise at pre-war rates and
simply marking up the prices
cannot answer the problem.
France discovered that in the last

post-war era, but too late.
In that post-war world we shall

have more workers than ever be¬
fore. Politically, socially, and
economically, those workers must
work if unemployment is to be
held within reasonable bounds,
Production must be greater, much
greater, than any possible demand
as judged by past standards. New
standards of production, distribu¬
tion, and consumption must be
evolved, and we must achieve
those standards. To fail in this is
to fail utterly. The alternative
is chaos.

Everyone has a contribution to
make in meeting these obligations
of the post-war world. Manufac¬
turers must not only produce mer¬
chandise to satisfy existing de¬
mands.' New items about which
the present-day consumer has
never heard must be developed
and a desire for them created.

New and improved materials
must be so used as to create new

needs, wants, and demands. Im¬
proved design must make the old^
obsolete. New and better stylihg
must be so dynamic in character
that the old will be scrapped long

Says Western Powers Helped
Germany's War-Based Economy

Dr. Antonin Basch Of Columbia Publishes A Book

Analyzing Reich's Economic Policy In Forcing Bilateral
Trade v:;,''t- .Y'

The major economic powers of the world could have forced Ger¬
many to abandon her policy of compulsory bilateral trade in the
seven Danube

Dr. Antonin Basch

Basin coun¬

tries, initiated
in 1933 as • a

measure t o
stre n g t h e n
the >.Reich's
war-based

economy, Dr.
Antonin
Basch says in
The Danube
Basin and the
German Eco¬

nomic Sphere,
published by
the Columbia
Uni v er si ty
Press.

The West¬
ern countries
were more

concerned with Germany than
with the problems of Southeast¬
ern Europe, and consequently
failed to take the initiative which
would have forced the Reich to

change her plans and return to
multilateral trade, . declares Dr.
Basch, a lecturer in economics in
Columbia University. "Such a
move would have thus not only
freed the countries of the Danube
Basin from economic aggression
but would also have prevented
the strengthening of the greater
German economy essential to the
virtual self-sufficiency of the
Reich," he points out.
"Alternatively it would have

forcecd Germany to fight both be¬
fore she had undisputed access to
these resources and before she
was prepared internally. The
issue would have been forced at

pitifully small cost compared
with the price being paid today."
Differences of interest among

the powers or failure to grasp the
full significance of the problem
may have prevented unified ac¬

tion, according to Dr. Basch. "But
there is also reason to believe

that,1 even at that time, German
propaganda had already; suc¬
ceeded in convincing the Western
countries that it was to the ad¬

vantage of European and world
economy and in the interests of
the preservation of peace to rec¬

ognize Germany's special eco¬
nomic interests in this part of
Europe."
Germany busily encouraged

differences between the Danubian
countries to make them more de-

before the last grain of utility
value has been squeezed from it.
The manufacturer must exercise

ingenuity and resourcefulness in
planning his product. But manu¬
factured products are useless and
the whole effort futile unless
these products flow into the hands
of consumers at an equally high
rate. This means that the tempo
of distribution must be stepped up

to keep pace with the increased
tempo of production. The impact
of selling must be of sufficient
strength to constitute a complete
follow-through on the efforts of
the producer. Just as 1920 meth¬
ods of production, merchandise
specifications, or design and styl¬
ing will not be good enough in
the past-war period, neither will
1920 methods of distribution, ad¬
vertising, and selling suffice. The
post-war world cannot be built
out of policies, practices, and
techniques of the yesterday, re¬

gardless of how well they seemed
to work in that period.
It is to the sales executives of

America that we must look for
the dynamics which will assure

the high rate of distribution, and
therefore the production, which
will make the post-war world a
better world.

pendent on the Reich, for trade,
Dr. Basch points out. , ,

"This reorganization of trade
was based on various aspects of
the military demands of the com¬

ing war," he continues. "It was

highly desirable to be able to ob¬
tain the maximum volume of sup¬
plies from Southeastern Europe,
which could be reached by land
during the war. ' ; y- ; .•

"The armed economy, intro¬
duced in 1933, requiring huge
supplies of raw materials and
greater food imports,* quickly
changed German commercial pol¬
icy, by transforming it into a to¬
talitarian trade policy. The pur¬

pose of foreign trade was not to
export in order to provide em¬

ployment but to import those
things' necessary for the war

economy and to provide the re¬

quired payment by planned and,
whenever necessary, subsidize
export. The idea of multilateral
trade and * international price
competition was replaced by bi¬
lateral treaties and clearing
agreements whenever possible
and advantageous." y:y;; ■:?!. *
Austria, Hungary, Czechoslo¬

vakia, Rumania, Yugoslavia, Bul¬
garia and Greece were subjected
to increasing pressure to trade
solely with Germany after 1933,
Dr. Basch explains. "Germany's
aim was to convert Southeastern

Europe into a kind of hinterland
to supply her with food and raw
materials, to build a Berlin-Bag¬
dad economic axis. As her politi¬
cal power grew, unchallenged by
any determined or unified policy
of the Western Powers, her influ¬
ence in the Southeast also grew.

"The Southeastern countries
faced many problems; the threat
of monetary instability, difficulty
in balancing government budgets,
loss of export markets, extremely
difficult . problems of adjusting
prices tb those on the world mar¬

ket, and even scarcities in many
consumer goods.
"To all these must be added the

fact that—after many disappoint¬
ments—they had no great hope of
obtaining help in the form of con¬
certed international action by the
Western countries, who still paid
far more attention to Germany
than to Southeastern Europe.
One could hardly imagine better
circumstances for the launching
of Germany's* economic offensive
to the Southeast."

90-Day Suspension
From NASD
Leedy, Wheeler & Co., brokers

and dealers of Orlando, Fla., were
ordered suspended from the Na¬
tional Association of Securities

Dealers, - Inc. • for a period of 90
days effective Aug. 5. The com¬

pany had been charged with "pre¬
paring and using a pro forma bal¬
ance sheet which concealed a

deficit incurred by the insurer."
The commission decided that re¬

vocation of the company's regis¬
tration would not be necessary

under the circumstances in view
of its previous good reputation
and the fact that the present case
"appears to be an isolated instance
not indicative of a systematic
practice." •

Louis Goldstein Manager
For Wm. Rosenbaum Co.
Wm. M. Rosenbaum & Co., 285 i

Madison Avenue, New York City,
members of the New York Stock
Exchange, announce that Louis
Goldstein has been appointed
manager of their office.
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Monetary Fund According To Plan
U. S. Treasury's Interpretations Prevail

Now that the Agreement on the International Monetary Plan
has been published, it is increasingly evident that it was molded
closely along the lines of the preliminary proposals of the "United
National Experts" (as published on cover page of second edition of
the "Chronicle" of Apr. 27, 1944), and that there have been no radical
or even substantial departures from the original scheme. This has
been accomplished despite the dif-<®
ferences of views as expressed by tries. There must be a general
the representatives and the econ
omists or financial experts of the
leading countries prior and dur¬
ing the Conference held at Bret-
ton Woods, N. H., from July 1 to
July 22. It is borne out by the
"interpretations" issued by the

• U. S. Treasury on June 10, and
distributed to the delegates at the
Conference. Thus, Article I of the
Agreement, which lists the pur¬
poses of Fund states definitely
that it is to be a "permanent in¬

stitution." This was the view of
the Treasury as shown in the fol¬
lowing question and answer: .

QUESTION 1
Will the operations of the In¬

ternational Monetary Fund be
limited to the immediate post-war
period?

REPLY

In the Foreword to the Joint
Statement by the experts on the
establishment of an International
Monetary Fund, Secretary Mor-
genthau said: , - i
"The tentative proposals that

have been under discussion by
the experts are part of a broad
program for cooperation on inter¬
national economic problems
among the United Nations. The
objectives of this program are the
expansion and development of in¬
ternational trade, the revival of
international investment for pro¬
ductive purposes, the establish¬
ment of orderly and stable ex¬
change rates, and the elimination
of discriminatory exchange prac¬
tices that hamper world . trade.
The attainment of these objectives
will go far toward preventing
serious economic disruption in
many countries during the critical
decade after the war." ' • .

i - It is still too soon to know the
precise form and magnitude of
post-war monetary problems. But
it is certain that we shall be con¬
fronted with three inseparable
monetary tasks: to prevent the
disruption of foreign exchanges,
to avoid the collapse of monetary
systems/ and to facilitate the
restoration and balanced growth
of international trade. Clearly,
such formidable problems can be
successfully handled only through
international action.

While the Fund can be of
enormous help in the solution of
the monetary problems growing
out of the war, it would be a seri¬
ous mistake to regard the Fund
as an agency designed exclusively
or even largely for the immediate
post-war period. To think of in¬
ternational monetary problems as

simply an aftermath of the war is
to overlook the fundamental reali¬
ties. For two decades before the
war the world suffered from se¬

rious monetary disorders without
having any means to act together
to prevent or to remedy the ills
out of which they grew and the
evils which were their fruit.

Long before the war, the neces¬
sary monetary and financial basis
for international prosperity had
been weakened by competitive
currency depreciation, by ex¬
change restrictions, by multiple
currency devices, and by other
discriminatory foreign exchange
practices that hampered and even
throttled world trade and the in¬
ternational flow of productive
capital. Unless the United Nations
cooperate to provide a sound
foundation for the balanced

growth of international trade, we
must expect a recurrence of the
same monetary disorders.
These are not transitory prob¬

lems of the immediate post-war
period affecting only a few coun¬
tries. They are continuing prob¬
lems of vital interest to all coun-

realization that world prosperity,
like world peace, is indivisible.
Nations must act together to re¬
store multilateral international
trade, and to provide orderly pro¬
cedure for the maintenance of
balanced economic growth. Only
through international cooperation
will it be possible for countries
successfully to apply measures di¬
rected toward attaining and main¬
taining a high level of employ¬
ment and real income which must
be the primary objective of eco¬
nomic policy.
International monetary prob¬

lems cannot be solved by occa¬
sional cooperation improvised
among a few great countries to
meet a threatened disaster. Sucl\
monetary difficulties can be met
only by continuous cooperation, to
prevent them if possible, to rem¬

edy them when necessary. It is
for this reason that the Interna¬
tional Monetary Fund of the
United and Associated Nations is

proposed as a permanent institu¬
tion for international monetary
cooperation.
A second question as to the pur¬

poses of the plan-, and which was
not definitely expressed in the
preliminary proposal was whether
it was intended that the fund was

to carry out the objectives of Ar¬
ticle VII of the United .Nations'
Mutual Aid Agreement in pro¬

moting and maintaining high lev¬
els of, employment and produc-
tion.

, : ?:
Article I section ii of the Fund

Agreement reads:
"To facilitate the expansion

and balanced growth of inter¬
national trade and to contribute

thereby to the promotion and
maintenance of high levels of
employment and real income
and to the development of the
productive resources of all
members as primary objectives
of economic policy."
This is along the lines of the

Treasury's interpretation as indi¬
cated by thedollowing:

QUESTION 3
Is the Fund intended to provide

for international expansion of
production and exchange which is
one of the objectives stated in
Article VII of the Mutual Aid

Agreement? Is it intended to in¬
troduce measures for controlling
the trade cycle?

REPLY

As is stated in the Joint State¬
ment on the International Mone¬

tary Fund, the primary objective
of economic policy must be the
maintenance of a high level of
employment and real income. It is
recognized that only through in¬
ternational cooperation will it be
possible for nations successfully to
apply measures for achieving this
end. It is a fundamental purpose
of the Fund proposal to provide
an agency for monetary coopera¬
tion among nations to aid in the
securing of economic advance¬
ment and rising standards of liv¬
ing for all. ;v;
The operations of the Interna¬

tional Monetary Fund are de¬
signed in the first instance to pre¬
vent discriminatory and restrictive
exchange devices and to promote
exchange stability through the co¬
operation of member countries.
Obviously, a greater degree of
stability of exchange rates is not
an end in itself. It would be a

complete inversion of objectives
if a high level of business activity
were to be sacrificed in order to
maintain any given structure of
exchange rates. Nor can we ex¬

pect that a high level of produc¬
tion and employment will be auto¬

matically brought about through
international monetary coopera¬

tion. But the Fund can contribute
to the success of national policies
intended to facilitate the attain¬
ment of a high level of production
and employment by providing an
international economic environ¬
ment favorable to the develop¬
ment of such policies.
By helping to keep exchange

rates relatively stable and remov¬
ing the fear of large and sudden
changes in exchange rates, the
Fund will contribute to the re¬

vival of international trade and
the resumption of international
investment. With international co¬
operation on exchange policy, it
will be possible to avoid the "beg¬
gar my neighbor" tactics of the
1930's which contributed to the
spread of depression from country
to country. ^

By discouraging bilateral clear¬
ing arrangements and putting an
end to the use of multiple cur¬

rencies and other restrictive ex¬

change devices, the Fund will
make it possible for member
countries to enjoy the advantages
of multilateral international trade
without which the possibilities for
the balanced growth of interna¬
tional commerce can never be
fully realized.
Finally, by providing member

countries with exchange resources
when they are needed to meet an
adverse balance of payments on
current account, the Fund will
free member countries from the
necessity of taking extreme meas¬
ures that have the effect of con¬

tracting income and employment
in order to restrict imports and
adjust an adverse balance of pay¬
ments.
Under the Fund, corrective

measures can be taken to adjust
an adverse balance of payments
which need not involve domestic
contraction and a drastic reduc¬
tion of imports. Under adequate
safeguards, the Fund will provide
the necessary exchange to main¬
tain imports while more funda¬
mental adjustments are being
made. Likewise, in the case of
member countries with a favor¬
able balance on current account,
the operations of the Fund will
enable them to maintain their ex¬
ports while adjustments are made,
instead of being forced to under¬
take a sharp reduction in exports
with the resulting adverse effects
on domestic employment.
The Fund is not designed di¬

rectly to control business fluctua¬
tions. In our opinion no interna¬
tional agency could assume the
responsibility for the control of
the trade cycle. To a considerable
degree the volume of international
trade; is a reflection of the in¬
ternal i .economic health of the
trading nations. The work of the
Fund, jig confined to the provision
of some of the conditions neces¬

sary for international prosperity.
The maintenance of a high level

of employment and the expansion
of production can be achieved
ultimately only through the de¬
velopment of its productive ca¬

pacity by each member country.
We may reasonably assume that
while national policy in each
country should and would be con¬
cerned with such development,
the principal purpose of the Fund
is the creation of a healthy in¬
ternational monetary environment
in which the economies of mem¬
ber countries can enjoy a high
level of employment and produc¬
tion.

We believe that to the extent
the Fund is successful in realizing
its objectives, fluctuations in the
trade cycle will be mitigated. The
Fund can minimize the defla¬

tionary monetary pressure that
adverse balances of payments
have had in the past. It can elim¬
inate competitive currency de¬
preciation and a variety of dis¬
criminatory . trade practices. In
this way it will help prevent a
recurrence of the unfortunate pol¬
icies that have had the effect of

intensifying international depres¬
sion and spreading it from coun¬

try to country through national¬
istic policies designed to secure

recovery of one country at the
cost of depression in other coun¬
tries. Because the Fund holds re¬

sources to which ' all member
countries have access, member
countries may more freely under¬
take policies designed to stimulate
investment and employment dur¬
ing periods of recession,, without
fear that such policies will lead to
a serious depletion -of their ex¬

change resources and imperil the
stability of exchange rates.
It is, perhaps, the adoption of

the attitude taken by the United
States with regard to the position
of gold in relation to the Fund
that is probably the most impor¬
tant feature of the whole Agree¬
ment. This is borne out in the

Treasury's replies to Questions 6,
42, and 14 as given/ in the bro¬
chure:

QUESTION 6
In what; form will the Fund

hold the quota subscriptions of the
member countries? <

REPLY

The subscriptions of the mem¬
ber countries to the Fund will be
in the form of local currencies and

gold. The Fund will keep a por¬
tion of its holdings of the currency
of each member as a deposit in the
Central Bank of that country,
such portion being in accordance
with the needs of the Fund for
its current operations.. It is the
view of the technical experts of
the United States that the balance
of the Fund's holdings of the
member countries' currencies
should be in the form of bills,
notes, or other forms of indebted¬
ness, issued by the governments
of the member countries. These
securities would be non-nego¬

tiable, non-interest-bearing and
payable at their par-value on de¬
mand by a credit to the deposit
account of the Fund at the Central
Bank of the member country.
Why is it desirable for the Fund

to "keep its surplus currency hold-'
ings in' the form of securities of
the member countries?
There are some countries for

whom the required subscription of
currency to the Fund can be made
only with great difficulty. For
such countries the problem is cre¬
ated by the existence of a mone¬

tary system under which the issue
of currency (or the creation of
central bank deposits) requires a

high marginal reserve of gold.
For example, some countries

can issue local currency only
when secured in whole or in large
part by gold or foreign exchange.
It is not possible for such coun¬
tries to issue local currency as a

means of meeting the required
subscription to an International
Monetary Fund. Nor can such
countries borrow at once the
needed resources from the banks
or the public except at rates of
interest that would be burden¬
some. Such countries could, how¬
ever, meet the subscription re¬
quirement if the Fund were to
hold their subscriptions in the
form of their own obligations.
There is another reason why

some countries would find it de¬
sirable if a part of their subscript
tion were held in/the form of their
own obligations. - Clearly, the
Fund is jiot going to use the entire
local currency subscription of a

country at the time operations of
the Fund begin. For the Fund's
purposes it would-be satisfactory
to have an adequate working bal¬
ance at the Central Bank of the
member eountryf/holding the re¬
mainder of thev local currency

subscription in the form of Gov¬
ernment obligations. This would
avoid the appearance of inflation
or illiquidity of the Central Bank,
which might be;'mistakenly'in¬
ferred from the sudden increase of
its deposit liabilities^ ;
To meet the needs of countries

that would find it more con¬

venient not to pay all of the local
currency subscription at once, it
is proposed that part of the quota
subscription be held in the form
of Government obligations, re¬
deemable at par on demand.
Whenever the working balance of

the Fund in local currency is de¬
pleted by its sales of such cur¬

rency, the Fund can replenish the
balance by presenting for re-

remption the securities it holds.
There is no reason for believ¬

ing that the Fund takes any more
risk in-holding Government obli¬
gations than in holding local cur¬
rency. When the Fund requires
local currency for its operations,
the national monetary authorities
will presumably wish, as a matter
of monetary policy, to redeem the
securities held by. the Fund and
to borrow from the market. '

QUESTION 8
What is the formula for deter¬

mining the quotas of member
countries?

REPLY

A formulation of a method- to
be used in measuring the partici¬
pation of the various memb'er
countries was not included in the

joint statement by the experts, on
the establishment of an Inter¬
national Monetary Fund. This
was considered to be a matter on
which a decision should be
reached only after there has bebn
ample opportunity for consulta¬
tion with all of the prospective
participants. Considerable atten¬
tion has been given this matter 'in
discussions among the technical
experts of the United and Asso¬
ciated Nations.
After examining a great num¬

ber of suggested bases for quotas,
it is the view of the technical ex¬

perts of the United States that, no
single factor can allocate partici¬
pation among the various nations
in a satisfactory manner. Sev¬
eral methods for combining • a
number of factors were tested.
The method which is discussed
below seems to combine the im¬

portant relevant factors in a rea¬

sonable way and to give relative
quotas that seem fair when ap¬

plied to the approximate data
available for a number of coun¬

tries.^;./ -

A satisfactory quota formula
must • give consideration to the
multiple functions of the quota.
The size of a member country's
quota determines the amount of
the subscription which that coun¬
try makes to the resources of the
Fund and is the basis for deter¬

mining the normal rights of that
country to purchase foreign ex¬

change from the Fund. The size
of the quota is also one of the
factors which determines the rela¬
tive voice of that country in the
management of the Fund. The
aggregate size of the quotas will
determine the total subscribed re¬

sources of the Fund.
In view of the functions.of the

quotas, it would seem that the
formula for the determination of
relative quotas for member coun¬
tries should take into account the

ability of a country to subscribe
resources to the Fund, the need
of a country for use of the re¬

sources of the Fund, and the eco¬

nomic significance of a country.
The ability of a country to sub¬

scribe resources to the Fund is
best indicated by its national in¬
come. In a sense, participation in
the Fund is an investment. The
extent to which a country can de¬
vote resources to this or other
purposes depends very largely on
its national, income. However,
because the Fund is an interna¬
tional institution that can func¬
tion more effectively if some pf
its resources are in the form of

gold, it has been thought desirable
to require payment of part of the
quota subscription in this form
Under the circumstances, the
ability of a country to subscribe
resources to the Fund in the form;
of gold is also indicated by it
holdings of gold and gold-con^!
vertible exchange.
The probable need of a countr

for use of the resources of the1
Fund is best indicated by the,
magnitude of the fluctuations in'
its balance of payments. There is
a good deal of difficulty in deal¬
ing directly with fluctuations in
the balance of payments. For
this reason it was found pre¬
ferable to utilize import and ex-
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port data. A country's need for
foreign exchange generally arises
from the fact that its imports may
be maintained when;its exports
fall off. We have, therefore, made
use of average' annual imports
and maximum- fluctuations in ex¬

ports as indications%of a coun¬
try's need foruse of the resources
of the Fund.
The economic significance of a

Country in the world's economy is
an intangible factor impossible to
measure even approximately. It
depends on its national output, its
foreign trade, its foreign "invest¬
ment, its economic and political
strength. In the final determina¬
tion of quotas allowance is made
for this factor through use of a

special allotment for the equitable
adjustment of quotas, which is
further discussed below.

J. In order to take account of the
above factors it is suggested that
the quota of a country be deter¬
mined by the following formula:
V (a) 2% of the national income

of 1940;
- : (b) 5% of the holdings of gold

and gold-convertible ex-
. y change as of Jan. 1, 1944;

(c) 10% of average annual im-.
ports, 1934-1938, inclu-

r: r;/ ///;// sive J -'//!•//:■
1 (d) 10% of maximum .variation
1 in annual exports, 1934-

1938, inclusive.
: It; is further proposed that the
total so determined be increased
for each country by the percent-

-

age ratio of its average annual
exports (1934-1938) to its national

/ income; In this way special con¬
sideration is given to those coun-

-r tries whose national income is

particularly affected by inter-
. national trade.

■After testing this formula for a
number of countries, we have

f come to the conclusion that on
* the whole the results are as satis-
factory as can be obtained through

i! the use of any formula. We rec-
;
ognize that under this formula
some countries may, for various

;
; reasons/ be given entirely in-

;] * adequate quotas. With any for-
V mula, provision must be made for
adjustment of inequitable quotas.
/ We have proposed that before de-;
termining individual quotas 10%

-1 of aggregate quotas be reserved as

/' p special allotment for the equit¬
able adjustment of quotas. For
example,' if the aggregate quotas

y for all -member-countries should
■ be equivalent to $8,000,000,000, the
formula would be used to appor¬

tion 90%" ($7,200,000,000) of the
!
authorized aggregate quotas

V&mong the member countries.
"

*yhe remaining 10% ($800,000,000)
could be used to increase the

'.quotas of any countries whose
•!
quotas; as determined by applica¬
tion of the formula, seem in¬
adequate. The adjustment of the

?£ quota need not always be based
^

upon a country's need for access
3; to "the 'Fund.■ Since no formula
can take account of the intangible
factors, the special allotment will
/also be needed to assure to each
? country, a share in the responsi-
u
bility for management of ' the

'J Fund commensurate with its po-
'•'

tential position in international
*

economic affairs. :

p. i It is provided in the joint state-
ment that quotas may be revised

.. from' time to time by changes

.p^hich require a four-fifths vote

.; and no member's quota may be
/' changed,without. its consent. It
is the view of the technical ex-
/ pertS;of the United, States that
J- provision should be made for the
/" adjustment of quotas on the basis
/- of the. most recent data three
r, years after the establishment of
/ the Fund and at intervals of five
years thereafter, in accordance
with an agreed upon formula. At
the time of revision of quotas, the

r special allotment mentioned above
/ may be used to increase the quota
of a country if the quota as de¬
termined by the formula is still
termed inequitable. This special
allotment may also be used in the
periods between recurrent adjust-

'. ments, if developments indicate
that a country is entitled to a

/, larger quota.

: QUESTION 12

What is the purpose of requir¬
ing that a portion of the sub¬
scribed quota be paid in gold?

IEPLY

Because | of the unquestioned
acceptability of gold as an inter¬
national exchange medium the
power of> the Fund to serve its
members will! depend in part upon

, the size of! its gold holdings.
With- gold the Fund can buy the
currency Of ajny member country.
If the assets of the Fund con/
sisted solely of, currencies of
member countries, there would be
a danger that' relatively small dis¬
turbances in the balance of pay¬
ments positions of member coun¬

tries would leave the Fund short
of certain currencies.

:/ So long as the Fund holds gold
it can acquire additional amounts
of any member currency. The
lack of such generally acceptable
resources as gold could in time
compel the Fund to take meas¬
ures to restrict its sales of for¬

eign exchange to .the currencies
that are available. It is of the
utmost importance, therefore, that
the Fund hold resources that can
be used, as needed, to acquire any

currency that becomes tempo¬
rarily scarce!

In many respects an ideal Fund
would be one consisting pre¬

dominantly of gold. It is recog¬
nized that such an ideal Fund can¬

not be immediately established.
There is every reason, however,
to provide the Fund with as much
of such general exchange re¬
sources as is, within the power of
member countries to furnish

through theij* quota subscriptions.
For this reason part of the quota
subscription is to be made in gold,
graduated for each member coun¬
try accordirif" to its capacity to
meet part of its quota in this form.
While large gold holdings would
strengthen the! Fund, such hold¬
ings will have: to be accumulated,
gradually in order to avoid pres-,
sure on the reserves now held by
member countries. Gold sub¬

scriptions of 25% of the quota or
10% of the official gold and gold-
convertible exchange holdings of
a member fcountry, whichever is
the smaller/Would appear to meet
the immediate needs of the Fund
and to be| jvithin the present
capacity of|rqember countries.
Apart froni the original con¬

tributions in gold, there are pro¬
visions fbrstrengthening the Fund
by gradual^ increasing its hold¬
ings of gqlcl/ Provision is made
for sale of*gold to the Fund by
member 'countries desiring to ob¬
tain other

^member currencies.
Part of the payment for foreign
exchange purchased from the
Fund must be made in gold if the
member country's official gold
and gold-coqvertible exchange
holdings exceed its quota. And
member countries are required to
use part of the increase in their
official gold afrd gold-convertible
exchange holdings, if they exceed
their quotas, to repurchase their
local currencies from the Fund.
These provisions will in time add
to the gold holdings of the Fund
without putting pressure on the
gold reserves) of member coun^
tries. i /

It should be; noted that a mem¬
ber- country will not necessarily
in fact -find- its foreign exchange
position impaired by making part
of its quota subscription in the
form of gold, or by substituting
gold for its local currency in the
Fund, since the right of a member
country to purchase foreign ex¬

change from the Fund is directly
related to the Fund's holdings of
its local currency. The greater
the original subscription in gold
and the later replacement of local
currency holdings with gold, the
more foreign exchange a member
country has the right to purchase
from the Fund. The net foreign
exchange'position of a member
country (its own holdings of gold
and foreign', exchange, plus its
unused right to purchase foreign
exchange from the Fund) is un¬

affected by it§ use of gold in pay¬

ment of part of its subscription
and by its sale of gold to the
Fund. On the ' other hand, the
liquidity of the Fund's assets, and
hence its usefulness to member

countries, is increased when local
currency is in part replaced with
gold. v;;V//;// ;// ////;;//v://!
There is, of course, the possi¬

bility that a member country will
find that although the unused por¬
tion of its right to purchase for¬
eign exchange from the Fund is
large, the one currency it requires
is scarce and can be acquired from
the Fund only in limited amounts.
It is true for such a country that
its gold subscription to the Fund
is not fully equivalent to holding
gold for itself. Such a difficulty
can be overcome only by strength¬
ening the Fund and by avoiding
in this and in other ways the de¬
velopment of a situation in which
a currency must be declared
scarce.

QUESTION 14
Are all countries that are mem¬

bers of the International Monetary
Fund under obligation to buy all
gold offered to them at a fixed
price?

REPLY

The Fund proposal provides no
explicit obligation on the part of
member countries to buy all gold
offered to them at a fixed price.
Provision IX-1 of the joint state¬
ment on the Fund Proposal is in¬
tended to prevent member coun¬
tries from depreciating or ap¬

preciating their currencies
through an increase in the price
at which gold is bought or a de¬
crease in the price at which gold
is sold. While this provision does
place limitations on the prices at
which gold transactions may be
undertaken, it does not itself re¬

quire a member country either to
buy or sell gold at all.
Despite the fact that there is

no explicit provision requiring
member countries to buy all gold
offered to them, it is our view that
provision IX-2 implicitly requires
member countries to buy gold
offered to them by member coun¬
tries when this becomes necessary
to prevent an appreciation of the
exchange beyond the range estab¬
lished by the Fund. Appropriate
action to prevent exchange trans¬
actions in its market in currencies
of other members at rates outside
the prescribed range involves the
acquisition of gold offered by
other member countries or by the
Fund.

Obviously a member country
can take steps to limit the demand
for its currency by the nationals
of other countries, and in this way
it can minimize the import of
gold. It may, with the approval
of the Fund, restrict - capital
movements when the influx of
foreign funds is regarded as un¬
desirable. It may even adopt
measures that will reduce the de¬
mand for its exports in other
countries, although certain forms
of such measures can be adopted
only- with the approval of the
Fund. But in any case, so long
as there is a demand for its cur¬

rency to settle international
transactions on current account, a
member < country is implicitly
obligated to provide its currency
for gold. -

Also, it is clearly expected that
the Fund can replenish its supply
of the currency of any member

country through the sale of gold
when this is necessary to provide

exchange for the purposes for
which the Fund is authorized to
sell exchange. : Because the
Fund's gold holdings are regarded
as a liquid asset equivalent to any

member currency, provision is
made for the gradual replacement
of local currency by - gold. It
would be contrary to the purposes

of these provisions if gold were

not purchased freely by member
countries when this becomes

necessary to prevent an apprecia¬
tion of the exchanges.

The Securities Salesman's Corner
A Productive Sales Presentation Is Based Upon A

Thorough Study Of The Facts
There is a good deal of common sense behind the title of this

new song which goes, "Is you is, or is you ain't?" It's not good gram¬
mar but it goes to the point. It's the sort of thing you d expect a
Southern Negro to say to his gal—he's come to tne point and he
wants his answer—no ifs, ands, or buts about it. He's made a com¬

plete study of the whole situation and he wants to know where he
stands—all the rest is superfluous talk as far as he is concerned.

A productive presentation of a security which is being recom¬
mended for purchase by a securities salesman, also relies upon build¬
ing a groundwork, or foundation of understanding in the mind of the
prospective purchaser, before a sale is consummated. If the presen¬
tation is logical, interestingly presented, based upon facts, and does
not ramble or become confused in the telling, there is no doubt that
the point where you can ask, "Is you is, or is you ain't" going to buy
this security can be reached many more times during a week's work
than would otherwise be possible of achievement. / - /

In order to tell an interesting story—one that follows step by
step in logical sequence—it is necessary to undertake the preliminary
study and research work in order to familiarize the mind with suffi¬
cient background material. It is surprising to see that many securi¬
ties salesmen believe they can read a few brief digests which have
been prepared by the Statistical Services, or an analysis which has
been put together by their firm, and then consider that they are
ready to go out and make a sales presentation of a security. This is
taking a short cut to the knowledge and information required to do a
real job of making a sales presentation. The effectiveness of the re¬
sults based upon this type of preparation for presenting a security are
also conspicuous by their absence. -

As an opposite illustration of how effective a sales presentation
can become, we had the pleasure of sitting in on a conversation a
few weeks ago between a securities dealer (who had specialized in
textile securities for the past 25 years) and one of his prospects. The
dealer was offering a small block of the inactive preferred stock of a
New England textile company which during the past year has been
making some exceptional and progressive forward strides. Point by
point he developed the company's background/how it started, how
new management came into the situation and established progressive
ideas, the efficiency of the machinery which was recently installed a
few years ago, the plans of the management for popularizing its
brand and trade name throughout the country, and as he went along
he maintained complete attention and interest. His story was inter¬
esting because it rolled on without effort—we found ourselves listen¬
ing to every word he said because he KNEW OF WHAT HE WAS
SPEAKING. He had clippings of newspaper articles recently ob¬
tained which told of the company's expansion program and new per¬
sonnel which had been added/He opened his brief case and he placed
a dozen copies of some of the most colorful advertising copy we have
ever seen before his prospect. It came from national magazines
which had carried the message of this company during the past few
months. He created interests in a company NOT IN AN INVEST¬
MENT. His sales talk only took up about ten minutes in the telling
but we were in the conference for almost an hour. The rest of the
time was taken up with questions on the part of the prospect. He
asked about conditions in the rayon field, in markets, what this mill
was doing about conversion to peace and what another would be ex¬
pected to earn this year. Every question had its answer, concisely
put, and clearly explained. When we got ready to leave, the pros¬
pect gave this dealer his order for the stock which he had been of¬
fered almost as a matter of course. He just said, "On that block of
XYZ preferred you offered me, I guess I'll take it. If you think its
AS GOOD AS YOU SAY IT IS, THAT'S ENOUGH FOR ME."

You either KNOW WHAT YOU ARE TALKING ABOUT or YOU
DON'T. There is no short cut to knowledge. The only way you
can get it is by digging into a situation and finding out what is go¬
ing on, what lies BEHIND THE FIGURES, what a company is doing
and what it expects to do. Then you can say, "Is you is, or is you
ain't."

Trade magazines are one of most helpful sources of product, in¬
dustry, and company information that any salesman can read. Every
industry today has its leading publications—it is surprising how well
informed one can become by reading these magazines and periodicals.

SEC Refuses Re-Hearing Of Hughes & Co. Case
The Securities and Exchange Commission on July 21, refused

to entertain the petition of members of the firm of Charles Hughes
& Co. to reconsider its order of July 19, 1943, revoking the firms
registration as a dealer-broker. Charles Hughes & Co. were charged
with selling securities at prices not reasonably related to current
market prices. Mark-ups in the transactions involved averaged about
25%. >'V . *
The concern carried an appeal

against the SEC's order to theU. S.
Circuit Court of Appeals, which
on Dec. 10, 1943, rendered a deci¬
sion upholding .the order. The
case was then carried to the U. S.
Supreme Court, which refused to
review the proceedings.
In the petition to the SEC to

reconsider the case, it was main¬
tained by the petitioners that the
concern did not have a fair trial.
In answering this contention, the
Commission stated, in dismissing
the petition, "we think we are
under no duty to entertain the
petition, for all the essential issues
in the case have been finally de¬
termined and that the order has
been already reviewed and af¬
firmed by the United States Court
of Appeals."

New York Stock Exchange
Weekly Firm Changes
The New York Stock Exchange

has announced the following firm
changes:
Norman S. Walker, partner in

Wood, Walker & Co., died on July
23, 1944.
Interest of the late Roy E. Smith

in Moors & Cabot, ceased July
25, 1944.
Interest of the late John A.

Clark in Wood, Struthers & Co.,
ceased as of July 13, 1944.
James S. Rutherford retired

from partnership in Norris &
Kenly on July 31. *
William W. Peabody, general

partner in Hendrickson & Co., be¬
came a special partner, effective
Aug. 1.
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-The Treasuiy's Interpretations
Of The International Bank

On June 10, the U. S. Treasury issued and later distributed to
the delegates of the International Monetary and Financial Confer¬
ence at Bretton Woods, N. H., a multigraphed brochure entitled,
"Questions and Answers on the Bank for Reconstruction and De
velopment." There are 22 questions listed and answered, ranging
from the basis for fixing quotas to the Bank s capital to the like¬
lihood of the Bank "Making Loans»
Based Chiefly on Political Con¬
siderations/'' Of the variety of
inquiries answered, perhaps the
most important are those relating
to: (1) the functions of the Bank;
(2) the position of gold in the
Bank's capital, and (3) the rela¬
tions of the Bank to the Interna¬
tional Monetary Fund and for¬
eign exchange stabilization. We
have selected and print below
from the list of questions, and the
replies those which have a direct
bearing on these topics.
Question 4—What is the appro¬

priate role of the Bank in the
field of international investment?
Will the Bank compete with pri¬
vate financial institutions?

■ Reply—The v function of the
Bank is to aid and encourage in¬
ternational investment through the
customary private channels.- Its
appropriate sphere of activity is
to assist private investors in meet¬
ing the needs of an expanding
world economy. In the immediate
post-war years capital will be ur¬
gently required for reconversion
to peacetime production, for the
reconstruction of destroyed areas
and for the development of eco¬
nomically backward regions. The
revival of international long-term
lending on an adequate scale is
essential to the attainment of a
high level of world trade without
which prosperity is impossible.
Private investors will be pre¬

pared to do some lending after the
war. It is doubtful, however,
whether unaided they will be
willing to undertake more than a
small part of the total investment
required. In view of the losses
suffered by international investors
in some countries in the pre-war

years, aid and encouragement will
undoubtedly be necessary if ade¬
quate international long - term
credits are to be provided by pri¬
vate investors. It is this special¬
ized role which the Bank is to

play. To the extent necessary, it
will guarantee private investment
abroad and thus encourage lend¬
ing by private investors through
the usual investment channels. In
some instances it will lend di¬
rectly, out of its own resources
or by participation with private
investors. ■ (/ j

Procedures will be established
to make certain that the Bank
does not compete with private in¬
vestment agencies and does not
grant loans which can be placed
in the private capital market on
reasonable terms (IV-6). The se¬
lection of specific methods to as¬
sure the application of this prin¬
ciple would be left to the dis¬
cretion of the governing board of
the Bank.'.'' " .

The work of the Bank will be of

great assistance to private inves-
»tors. A competent committee un-^
der its auspices will investigate
the loan projects for which the
Bank's aid is requested. The
committee will be especially con¬
cerned with the productivity of
the project and with the antici-

. pated balance of payments posi¬
tion of the prospective borrower.
Methods will be employed to as¬
sure the use of the proceeds of
the loan only for the approved
purposes. The Bank will also
make possible the extension of
loans over a longer period than
would otherwise be feasible. The

schedule of repayment will thus
be better adjusted to the character
of the project that is financed.
These services will be performed
in connection with all loans guar¬

anteed by the Bank as well as
With loans in which it participates.
The Bank's operations as guar¬

antor, participant and lender will
undoubtedly encourage private in¬

vestors. Its guarantee may well
become the mark of a high-grade
security appealing to a wide range
of investors. The Bank's cooper¬
ation Will be particularly neces¬
sary in the immediate post-war pe-
rioc7^hen private investorsmay'be
hesitant because of the heavy
losses they have suffered on in¬
ternational investment in the past
and because of the uncertain busi¬
ness conditions which may be ex¬

pected to prevail for some time
in the future. The defaults of the
past did incalculable harm in gen¬
erally discouraging international
investment. The Bank, by reduc¬
ing and sharing risks and by es¬
tablishing standards for sound
loans, will help to restore confi¬
dence in international investment.

Although the major part of the
Bank's; activities will be con¬
cerned with loans, it will also pro¬
vide assistance in the equity capi¬
tal market. The fact that the for¬
eign loan capital required for a
project will be available through
the Bank should considerably fa¬
cilitate the acquisition of the
equity capital which may be nec¬
essary. Moreover, the Bank will
offer active help to equity invest¬
ment in two ways. It will ob¬
tain the guarantee of the national
government that conversion of
earnings on foreign-held equity
investments into foreign exchange
will be permitted. It may also
participate in equity investments
itself, although its aggregate par¬
ticipation in such securities may
not exceed a small portion of its
paid-in capital (IV-4).
Question 3—Why is it necessary

to have any gold subscription to
the Bank or for the Bank to hold
any gold resources?

Reply—The Bank must hold re¬
sources that will enable it to serve

the interests of j borrowers y: and
lenders. This is possible only if
the Bank holds sufficient gold to
acquire the member currencies it
may need. An adequate holding
of gold will enable the Bank to
maintain the liquidity it requires
for its operations.
Where the Bank participates in

loans or makes loans directly it
will be necessary to provide the
borrower with the currencies
needed, for procuring equipment
and supplies. If the Bank could
lend . only in the currencies it
holds, the borrowers might be
restricted to obtaining their goods
in the countries whose currencies
happened to be available, even
though more suitable equipment
or better prices could be obtained
elsewhere. ■"*
With its holdings of gold, the

Bank could acquire the currency
of any member country and make
or participate in approved loans
it would otherwise have to refuse.
In this way it is possible for the
Bank to avoid a type of bilateral¬
ism in capital, transactions which
may restrict trade and may in¬
volve uneconomical/use of the
borrowed money. Since the Bank
is to "impose no condition upon
a loan as to the particular member
country in which the proceeds of
the loan must be spent" (IV-7),
it must hold some gold resources
to enable it to implement this
policy. This point is discussed
more fully in the answer to ques¬
tion 6. • '/(■
The Bank will also need gold

occasionally to compensate capi¬
tal-goods supplying countries for
the adverse effects on their bal¬
ances of payments which may re¬
sult indirectly from the Bank's
loans. To produce the goods re¬

quired, some countries may have
to import additional raw mate¬

rials. For example, if China bor¬
rows from the Bank in order to
pay for electrical machinery and
equipment purchased in the
United Kingdom, the loan (with
the approval of the United King¬
dom) would be in sterling, but
Britain might need additional dol¬
lars or Chilean pesos to buy cop¬

per. Accordingly the Bank would
furnish Great Britain, on request
(IV-14), with foreign exchange or
gold equal to an appropriate por¬
tion of the sterling loan. ' ,

In some instances a borrowing
country might find that its need
for foreign exchange, other than
that required to pay for equip¬
ment for the loan project, has in¬
creased as a consequence of a
developmental program financed
with the aid of the Bank. The
construction of an electric power

plant would increase imports of
electrical equipment and machin¬
ery that must be paid for with
foreign exchange, or the construc¬
tion of a railway would tempo¬
rarily require the shifting of labor
from the production of export
goods. Although the loan would
provide the foreign exchange
needed in connection with the
project, so that the investment
program would not directly affect
the foreign exchange position of
the borrowing country, the indi¬
rect effects could under some con¬

ditions temporarily disturb the
borrowing country's balance of
payments. Under such ^ circum¬
stances the Bank may provide
part of a loan in gold or needed
exchange as the circumstances
warrant (IV-8-d), as explained in
the answer to Question 19.
The Bank must also be in a

position to meet promptly its ob¬
ligations to security holders re¬
gardless of the currencies in which
they are due. Only in this "way
can the Bank retain the full con¬
fidence of private investors which
is essential to its successful oper¬
ation. As guarantor on loans
made to member countries through
private investment channels* the
Bank has a contingent liability
which would come into force if
the borrower defaulted. The Bank
has a direct liability to the hold¬
ers of securities it has issued for
the purpose of raising funds for
its lending operations. The Bank
will, of course, have receipts as
well as payments in the curren¬
cies of member countries. The

holding of an adequate balance
of gold would give further assur¬
ance that the Bank will always
be, in a sufficiently liquid posi¬
tion to meet its obligations.
For these reasons, it is neces¬

sary to provide the Bank with a
balance of gold at the outset and
to assure it a flow of gold from its
operations. . The proposed gold
subscription will not be a burden
to the nveihbers since it will vary
with the members' holdings of
gold' and gold-convertible ex¬
change (II-4-a) with perhaps 20%
as a maximum. The amount of

gold payments will, of course, de¬
pend on the graduated scale
adopted by agreement of the
members. Assuming a 12.5% av¬

erage, the initial gold subscrip¬
tions to the Bank would be about

$250 million. Aggregate gold sub¬
scriptions^ of this amount would
be a very small part of the gold
holdings of member . countries.
The Bank will be able to replen¬
ish its gold balance through the
payment by borrowers of interest
and principal which must be made
in gold or currencies acceptable
to the Bank (IV-10).

Every effort has been made in
the proposal to avoid pressure on
the gold and exchange reserves
of member countries. The pro¬

visions for a moderate gold sub¬
scription and gold payments are
intended solely to enable the Bank
to perform the important fun c-
tions for which it is to be estab¬
lished. / • . • .

Question 18—What will be the
relationship between the pro¬

posed Bank and the International
Monetary Fund?

Reply—The Bank and the In¬
ternational Monetary ,,Fund * are

both needed to help solve the in-

t ternational monetary and financial
problems that will confront the
world in the period after the war.
While the two agencies will co¬

operate with each other in many
ways, each has distinct functions
of its own to perform. The Fund
has been specifically designed to
promote currency stability, where¬
as the Bank is intended to facil¬
itate international investment for

productive purposes. , ' ,

The establishment of the Bank
would simplify the task of the In¬
ternational Monetary Fund, and
the successful operation of the
Fund would enhance the effec¬
tiveness of the Bank. The exist¬
ence of one, however, i$ not es¬
sential to the other. Each could
stand and function alone; together,
they could make a more signifi¬
cant contribution to the develop¬
ment of world prosperity. It is
hoped that all the United and As¬
sociated Nations will participate
in both organizations.
Although each agency could ex¬

ist alone, the establishment of the
Bank and the Fund would be

helpful to both institutions, and
would facilitate their successful

operation in the immediate post¬
war period and the years there¬
after/The loans made with the
assistance of the Bank will ex¬

pand the volume of foreign trade
and thus improve the opportunity
for all countries to maintain a

balanced position in their interna¬
tional accounts. The extension of
long-term credits will, be less
variable, as explained in the an¬
swer to Question 17, and the ex¬
istence of the Bank should help
prevent the reappearance of the
large unstable short-term indebt¬
edness which was in part a re¬

sult of an unwillingness to invest
at long-term, as explained in the
answer to Question 19. The Fund,
in turn, will decrease the risks of
foreign investment by minimiz¬
ing disorderly fluctuations in ex¬
change rates which have discour¬
aged long-term foreign loans. It
will help to eliminate foreign ex¬
change restrictions which, by pre¬
venting the withdrawal of income
earned on investments, have seri¬
ously deterred international lend¬
ing.
In the course of carrying on

their separate activities the Bank
and the Fund will cooperate and
consult with each other on mat¬
ters of joint interest. The Bank
may find it necessary on Occasion
to buy or sell foreign exchange
as part of its operations. It will
undertake such transactions after
consultation with the International
Monetary Fund and only with the
approval of the countries con¬
cerned (IV-15-c). Furthermore, in
so far as the Bank converts gold
into member currencies needed
for its operations, it may choose
to do so through the Fund.
It is clear that the two major

financial problems of the post-war
period are closely interrelated.
Currency stabilization cannot be
completely separated from the
provision of long-term interna¬
tional credits. The two institu¬
tions designed to deal with these
problems will find that coopera¬
tion between,.them/ is essential.
Together, they can help to pro¬
vide a sound financial foundation
for a prosperous world economy.

Question 19—Will the Bank's
operations facilitate the mainte¬
nance of equibilibrium in the bal¬
ance of payments and thus help
to stabilize exchange rates?

Reply—The operations of the
Bank will generally contribute to
the maintenance of equilibrium in
the balance of payments of both
lending and borrowing countries.
Short-rury: equilibrium in the

borrowing country is facilitated
because international loans en¬

able it to purchase capital goods
on credit, where it might other¬
wise be compelled to employ an
excessive part of its gold and for¬
eign exchange resources to pay
for such imports. International
investment helps prevent the de¬
velopment of pressures on the ex¬
changes that might necessitate ex¬

change control and similar re¬
strictive measures designed to
force a balance in a country's in¬
ternational accounts or an unde-;
sirable alteration in exchange
rates to offset a temporary dis¬
equilibrium. • V;

Long run equilibrium in a bor¬
rowing country's international ac¬
counts is facilitated by invest¬
ments that increase its productiv¬
ity and capacity to export relative
to its import needs. For example,
international investment for the
development of the iron ore de¬
posits of Brazil or the petroleum
resources of Venezuela and Co¬
lombia will increase the exports
of these countries, with the pro¬
ceeds available for both debt ser¬

vicing and additional imports.
One of the most difficult prob¬
lems of some debtor countries has
been the great fluctuation in their
foreign exchange receipts result¬
ing from excessive dependence on
one crop. Loans which would di¬
versify their output and their ex¬
ports would clearly be helpful in
maintaining a greater degree of
equilibrium in their balance of
payments.
Foreign loans extended for the

purchase of capital equipment
will help restore equilibrium in
the balance of payments of a

country whose current accounts
are already favorable. Some ex¬
ports of capital equipment that
would otherwise have been paid
for by an inflow of gold or the
accumulation of balances abroad
would be paid for with the pro¬
ceeds of the loan. Furthermore,
foreign investment by a country
with a favorable balance of pay¬
ments will increase exports, pro¬

duction, and income at home, and
bring about an increase in im¬
ports of raw materials and con¬
sumption goods which will con¬
tribute further to the balancing
of its current international ac¬

counts. In the long run, the
maintenance of equilibrium in the
balance of payments of the capital
exporting country must depend or*
the adjustments in reciprocal de¬
mand that grow out of the devel-^
opment of the productive re¬
sources of the borrowing coun¬

tries.
Where a loan is made in one

country and expended in others,
the transaction could be disturb¬
ing to the foreign exchanges if
the favorable balance on current
account of the lending country
were less than its new foreign in¬
vestment. The ' draft proposal
safeguards against such a develop¬
ment by providing that the Bank
must take into consideration the
effect of a loan on financial con¬
ditions in the lending country and
must obtain the consent of the
country concerned (IV-13). Fur¬
thermore, the Bank may not buy
or sell foreign exchange except
with the approval of countries:
concerned (IV-15-c).
Countries not directly con¬

cerned as borrowers or lenders
are also likely to benefit from a
larger volume of international in¬
vestment. As explained in the an¬
swer jto Question 17, the level of
production and income in the bor¬
rowing and lending countries will
rise with more international in¬
vestment. At the higher level of
production and income, their im¬
ports will also increase. All other-
countries not directly concerned
as borrowers or lenders will be
affected by the increased demand
for their export goods and will
consequently find their balances
of payments on current account
more favorable than they would
otherwise be.

( Although the general effect of
international investment is to fa¬
cilitate the maintenance of equi¬
librium in the balance of pay-/
ments on current account, there
may be some instances in which
this will not be so. Where in¬
vestment is undertaken with the
aid and encouragement of the
Bank, provision is made to offset
the resulting adverse effects on
the balances of payments of the
member countries concerned.
If long-term credits are ex¬

tended by a member country with
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an unfavorable balance of pay¬

ments, the loan may temporarily
increase the disequilibrium in its
position. Of course, the loan may
result directly in an increase of
an equal amount of exports and
this will tend to limit the adverse
effect on the balance of payments.
Furthermore, the Bank will re¬

purchase for gold or foreign ex¬
change a part of the local cur¬
rency spent in the lending country
(IV-14). With the application of
this provision, a country will find
that its balance of payments will
not deteriorate as a result of loans
made through or by the Bank.
Again, it should be emphasized
that loans cannot be made through
or by the Bank without the con¬
sent of the country concerned
(IV-13).
The Bank's assistance may also

be needed to help maintain equi¬
librium even • when a lending
country invests abroad no more
than its favorable balance on cur¬

rent account. Increased exports of
capital goods stimulated by long-
term lending may increase the
level of production and income in
the lending country, with a conse¬

quent rise in imports of raw ma¬
terials and consumers' goods. This
indirect effect on the balance of
payments is the same whether or
not the Bank is a guarantor or

participant in an international
loan. However, in the case of
loans through the Bank, the ex¬
porting country will be protected
against difficulties of this kind by
the provision that the Bank will
repurchase for gold or foreign ex¬
change a part of the local cur¬
rency spent in the lending coun¬
try.

; Provision is also made to offset
any tendency to increased dis¬
equilibrium in the balance of
payment of the borrowing country
•which may temporarily arise as a
result of loans through the Bank.
A country importing capital for a
developmental program may find
its trade position impaired for a
short period because of augment¬
ed imports induced by a rise in
the national income or by the di¬
version of labor to the new pro¬

ject which necessitates imports to
compensate for decreased con¬
sumers' goods output. A nation
undertaking extensive capital im¬
provements may also for a time
divert capital and labor from the
export , trades. Obviously, the
pressure on the balance of pay¬
ments from such forces must be
of a temporary character or there
would not be a sound basis for
extending foreign loans. The Bank
in making loans agrees that
"whenever t h e developmental
program will give rise to an in¬
creased need for foreign exchange
for purposes not directly related
to that program yet resulting from
it, the Bank will provide an ap¬
propriate part of the loan in gold
or desired foreign exchange"
(IV-8-d).

'

Special consideration is given
to the problem of servicing of
loans made with the Bank's as¬

sistance so that it will not cause

disequilibrium in the borrower's
balance of payments.' Protection
is given through the requirement
that loans must provide for a
schedule of repayment appropri¬
ate to the character of the project
and the balance of payments pros¬

pects of the borrower (IV-l-e).
To the extent that the debt service
is geared to the life and nature
of the capital project, repayment
may be feasible out of the in¬
creased productivity and export
surplus resulting from the loan,
without straining the country's
balance of payments. In the event
of an exchange stringency the
Bank may permit payment of in¬
terest and principal in local cur¬
rency for brief periods (IV-10-c).
To protect the Bank, the borrower
must arrange for the repurchase
of such currency.

The Bank will improve the gen¬
eral prospects for achieving equi¬
librium in the balances of pay¬

ments of the major trading coun¬

tries by preventing drastic de¬
clines in the total volume olloi?-

eign lending./ There can be no

Municipal News & Notes
The,importance of the facilities

of the Port of New York Author¬

ity in expediting war production
was pointedly demonstrated, in
figures released July 27 by Chair¬
man Frank C. Ferguson, which
showed that 75% of the traffic

moving over the bridge and tun¬
nel facilities of -dhe inter-State

agency is in the highly essential
class. At the same time, it was
stated that a part of the remain¬
ing 25% of the traffic consists of
passenger cars making legitimate
use of "A" gasoline coupons.

"Sharply increased bus and
truck traffic during the first six
months of 1944, as compared with
the first six months of 1941, tells
a story of the heavy movement
of war workers and war material

over the bridges and through the
tunnels," Mr. Ferguson said. "In
addition, during the past six
months more than 413,000 military
vehicles have used the facilities.

Passenger car traffic for the first
half of 1944 is still 13V2% below
that for the same period in the
normal year, 1941, despite a con¬
siderable comeback from the low
levels of 1943."

. '-/.'/ !
The figures released by the

Port Authority indicate that
traffic from January through
June of 1943 represented a low'
point in travel by passenger car.

During this period two bans
were imposed on "pleasure"
driving, and the movement of
passenger cars fell to about

60% of the total for the first
six months of the "normal"
1941. In contrast to this drastic
decline in passenger car volume,
bus traffic during the first six
months of 1943 showed an in¬

crease of almost 18% over the
same period in 1941. Truck
traffic declined about 4%.

In the first six months of 1944

both buses and trucks have shown
an increase over the 1941tjfigures,
while passenger cars, which were

up about three million from 1943,
were still almost a million and a

half under the 1941 figures.
"Trucks using Port Authority

facilities are doing an important
job in handling wartime freight,"
Mr. Ferguson said. "Informed
truck operators estimate that exr
elusive of foodstuffs 75% of the
civilian truck traffic is in essen¬

tial war goods. About 10% of the
tfucks are military vehicles." Ail
interesting fact was disclosed
when Mr. Ferguson stated that
military vehicles move in convoys
of as many as 80 trucks at a time.
"It would require at least four
ferryboats to move one such * con¬

voy across the river if the bridges
and tunnels were not available,"
he declared.

Stating that while more than
a million private passenger car

trips were made over the four
bridges and through the two

- tunnels under the "strictest kind
of rationing and pleasure bans"
in the first half of 1943, Chair¬
man Ferguson explained that
the week-day private car traffic
in June, 1943, continued at two-
thirds of the 1941 peak.

"Checks made on cars bearing
'B' and 'C' stickers indicate that
at least two-thirds of the passen¬

ger car traffic now moving over
these facilities represent the high¬
ly essential travel of war workers
to and from their jobs in the New
York-New Jersey area," Mr. Fer¬
guson said. "Taking two-thirds of
the passenger traffic and adding
the buses, trucks and military ve-

doubt that, the general effect of
international investment is to-help
maintain equilibrium in the bal¬
ance of payments of debtor and
creditor countries; but when the
world has become adjusted to a

given level of international in¬
vestment, a large and sudden re¬
duction in the volume of interna¬
tional investment can be extreme¬

ly disturbing. The Bank can heln
to maintain a greater degree of
stability in the provision of capi¬
tal for international investment.

hides, it is clear that over 75%
of the traffic now moving is in
the highly essential class."
Port Authority traffic for the

first six months of each of the

years from 1941 through 1944 was
as follows:

1941 1942

Passenger cars 10,670,195 9,589,114
Buses 887,720 948,047
Trucks 2,206,301 2,210,070

Total 13,764,216 12,747,231

1943 1944

Passenger cars 6,279,308 9,255,465
Buses 1,043,976 1,046,220
Trucks V 2,118,674 2,330,966
'Military vehicles. . 413,504

Total 9,441,958 13,046,155
'Not recorded until 1944. •' /

Wisconsin Cities Debts
Declined 13% Since 1940
The Wisconsin Taxpayers Asso¬

ciation reports that the average
city in the State had 13% less in¬
debtedness and 34% more cash on

hand at the close of 1943 than was

the case at the end of 1940. Ac¬

cording to the survey, outstand¬
ing indebtedness had been cut
from $31,438,252 to $27,222,773,
and the interest requirements
were lowered to $1,094,648 in
1943 from $1,362,257 in 1940,i a
drop of about 20%. . / /

Noting that the cities had in¬
vested large cash balances in 1943
in United States Government
notes and bonds, the survey cited
three advantages of this policy:
The municipality gets a higher

interest rate than it would if the

money were deposited in banks;
city helps fill local war bond
quotas; and, by not leaving the
cash on deposit in banks, certain
State ^ insurance charges are
avoided.

Other conclusions of the study
follow:

The typical Wisconsin city dur¬
ing these war years is spending
more" for '"general government,
education, and protection of per¬
sons and property than before the
war, but is spending considerably
less for health and sanitation,
highways, and charities than in
the pre-war years.

In the typical city, disburse¬
ments were higher for functions
where salaries are the major item
of cost. . Disbursements were
lower in categories where war¬
time demands on materials and
labor have severely restricted
spending.

The alliance stated that those
cities which are accumulating
reserves can use the funds to

help reduce property taxes in
the future, but warned that
today's deferred a maintenance,
postponed construction and
minimum relief1 costs, coupled
with possible declines in nor¬

mal income tax- collections at
the end of the war, may mean

higher property taxes in the
future.

N. Y. City Bonds Offered
By Chase National Bank
A new issue of $13,740,000 City

of New York 1%% Airport Con¬
struction Bonds dated Aug. 1,
1944, is being offered today by
the Chase National Bank of the

City of New York. The bonds
mature from 1945 to 1974, inclu¬
sive, and are priced to yield from
.40% to 1.65% for the 1945-64 ma¬

turities. The 1965-74 maturities
are priced at 101 Vz to 99 The
bonds are interest exempt from
present Federal and New York
State income taxes and are legal
investment for savings banks and
life insurance companies in the
State of New York.

Minnesota's Permanent

School Fund Exceeds

$100 Million
The Permanent School Fund of

the State of Minnesota reached
the hundred-million mark on May
11, 1944, and, in commemoration
of the achievement, State Treas¬
urer Julius A. SchmahL has pre¬

pared a pamphlet outlining the

DIVIDEND NOTICES

EATON MANUFACTURING COMPANY
Cleveland, Ohio

fSttl DIVIDEND NO. 78

The Board of Directors of Eaton

Manufacturing Company has declared a dividend
of Seventy-five Cents (75c) per share on the
outstanding common stock of the Company,
payable Aug. 25, 1944, to shareholders of
record at the close of business Aug. 10,1944.

H. C. STUESSY, Secretary-Treasurer

July 28, 1944 q

i ISonfonti
DIVIDEND No. 138

An interim dividend of forty cents
(40^) per share has been declared
on the capital stock of The Borden
Company, payable September 1,1944,
to stockholders of record at the close
of business August 15, 1944.

.,/ E. L. NOETZEL'
July .25, 1944 Treasurer

The Board of Directors
of the

CONSOLIDATION
COAL COMPANY

(IncorporatedinDelaware)
has this day declared the regular quarterly
dividend of 62 Va cents per share on the $2.50
Cumulative Preferred Stock, payable on
October 1, 1944, to stockholders of record at
the close of business on September 16, 1944.
Checks will be mailed.

C. E. Beachley,
. Secretary-Treasurer

June 27, 1944 / ■,'/

history and development of the
State Lands and School Funds of
the State. The total of these trust
funds on the foregoing date was

$129,112,265.19 and included $100,-
000,034.56 in . the school 1 fund,
$15,915,343.23 in permanent uni¬
versity fund, $302,843.65 in inter¬
nal improvement fund and $12,-
894,043.75 in swamp land fund.
All four funds came into being

as a result of the policy of the
Federal Government in making
grants of lands in order to en¬

courage settlement and develop¬
ment of the country. • The! lands
thus bequeathed to new territories
an# States were intended to be
sold or otherwise managed by the
recipients for the purpose of as¬

sisting., in the construction and
maintenance of institutions of

learning, charitable and other in¬
stitutions. -

Many of the States admitted
to the Union before Minnesota
used the proceeds obtained from
sale of their school and other

public lands for immediate pur¬

poses and with "no thought for
the future," Mr. Schmahl re¬

lated. By way of contrast, he
says, Minnesota originated the
policy (subsequently emulated
by other States) "of conserving
these resources for the benefit
of future generations."
Accordingly, the money it re¬

ceived from sales of land and tim¬

ber, and royalties from iron ore
mined on State lands was and is
placed in trust funds and only the
income from investments has been
used for the purposes for which
the funds were dedicated.
An important factor mentioned

by Mr. Schmahl in the growth of
the State's school fund to the

$100,000,000 mark was the early
decision of the State (subsequent¬
ly adhered to) to retain fee title
in the tracts of land from which
timber had been sold. The wis¬
dom of this practice was justified
in the subsequent discovery of
rich deposits of iron ore through¬
out the State. Millions of tons of
such metal have since been ex¬

tracted and the State received
substantial sums in royalties from
mining operations.

Had the State sold these lands
outright, Mr. Schmahl writes,,1
"we would not today be talking
of a $200,000,000 school fund."

American Woolen

Company
incorporated

225 FourthAve.,NewYork 3,N.Y.

AT a meeting of the Board of Di¬rectors of the American Woolen , ,

Company held today, a dividend on
the Preferred Stock of $4.00 a

share on account of arrears was

declared, payable September 8, 1944
to stockholders of record August 21,
1944, Transfer books will not close.
Checks will be mailed by Guaranty
Trust Co. of N. Y., dividend dis¬
bursing agent.

F. S. CONNETT,
. 'r- ■

„ ,n.. ' Treasurer.
August 2, 1944. - : y ;

THE FUNTK0U

COMPANY
30 Rockefeller Plaza

: New York 20. N. Y.
August 2, 1944

Preferred Stock
A quarterly dividend of $1,125 per

share has been declared on the

$4.50 Cumulative Preferred Stock
of this corporation, payable on Sep¬
tember 15, 1944 to stockholders of
record at the close of business

August 25, 1944. Checks will be
mailed. . , v

Common Stock
A dividend of $.15 per share has
been declared on the Common Stock

of this corporation, payable on

September 9, 1944 vto stockholders
of record at the close of business

August 19, 1944. Checks will be
mailed. ... ;v .

CLIFTON W. GREGG,
/"• '//.;' ■' i- / '• Treasurer

OTIS
ELEVATOR

COMPANY

Preferred Dividend No. 183

Common Dividend No. 147

A quarterly dividend of $1.50 per
share on the Preferred Stock and
a dividend of 25^ per share on the
no par value Common Stock have
been declared, payable September
20, 1944, to stockholders of rec
ord at the close of business on

August 23, 1944.
Checks will be mailed.

C. A. Sanford, Treasurer
Hew Tori July 26, 1944.

ANACONDA COPPER MINING CO.
25 Broadway

New York 4. N. Y., July 27, 1944.
DIVIDEND NO. 145

The Board of Directors of the Anaconda Cop¬
per Mining Company has declared a dividend ot
Fifty Cents (50c) per share upon its Capital
Stock of the par value of $50. per share, payable
September 25, 1944, to holders of such shares ot
record at the close of business at 3 o'clock
P. M., on Sentember .5, 1944.

JAS. DICKSON, Secretary & Treasurer:

THE BUCKEYE PIPE LINE
COMPANY
30 Broad Street

;/ • . New York, July 29, 1944.'
A dividend of Twenty (20) Cents per share

has been declared on the capital stock without
par value of this Company, payable September
15, 1944 to shareholders of record at the clcs*
of business August 18, 1944.

,

C. O. BELL, Secretary*,

TEXAS GULF SULPHUR COMPANY
The Board of Directors has declared a divi-

dend of 50 cents per share on the■ Company'#
canital stock, payable September 15, 1944, to
etcckho'ders of record at the close of business
September 1, 1M4

OBLOCH Treasure
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Wartime Debt Changes
In The United States

(Continued from page 483)
rise in the Federal debt itself.
The reason for this is that the
large increase in the Federal debt
resulted in a huge expansion in
the flow of income, profits, and
local government revenues which
have provided funds for debt re¬
tirement and have made borrow¬
ing to a large degree unnecessary.
However, limitations on spend¬

ing both because of shortages of
l'i goods and manpower and because
of direct control of debt creation,
as in the case of consumer debt,
have been important influences in
the reduction of non-Federal debt.
In addition, non-Government debt
creation has been limited by the
fact that the Federal Government
financed the bulk of the war-

needed expansion of industrial
facilities. '
The wartime decline in non-

Federal debt is a significant factor
that must be considered in ap¬

praising the post-war economic
stiuation. By improving the finan¬
cial position of many types of
borrowers, it obviously will make
possible freer action with regard
to expansion in the post-war
period.

Recent Changes in Debt

The decisions with respect to
the extent to which war costs
would be met out of current reve¬
nues have determined the extent
of the rise in Federal debt out¬
standing. So far during the war
about 40% of expenditures subse¬
quent to Pearl Harbor have been
met by revenue collections. The
remainder has been met by bor¬
rowings which raised the Federal
Government's gross debt (includ¬
ing obligations of Federal corpo¬
rations) by 57.4 billion in 1943
compared with an increase of 48.0
billion in 1942. The correspond¬
ing changes in the net debt were
53.6 and 45.8 billion dollars, re¬

spectively.;'
From the end of 1941 to the end

of 1943, the net Federal debt rose
approximately 100 billion dollars,
an increase equal to almost three
times the net Federal debt at the
end of the 1930s. The net Federal
debt on Dec. 31, 1943, stood at 147
billions of dollars, and was ap¬

proximately 170 billion as of June
30, 1944.
The total volume of non-Fed¬

eral debt outstanding, and most
of the major components declined
in 1942 and 1943, period charac¬
terized by the most rapid increase
of national product and national
income in the Nation's history.
The net non-Federal debt out¬

standing at the end of 1943 totaled
126.1 billions, a drop of 9.7 billions
in two years.

State and Local

, Gross and net State and local
government debt each declined 1
billion dollars in 1943, compared
with a decline of 0.5 billion in
1942. State and local governments
have been able to effect substan¬
tial reductions in their outstanding
indebtedness during the war years
by the continued receipt of large
revenues at a time when expendi¬
tures for construction and other

projects were greatly reduced by
manpower and material shortages
as well as by prohibition, limita¬
tion, and conservation orders.
The estimates of net State and

local government debt understate
the real improvement in the fiscal
position of these Government
units in 1943. There was a large
increase in the total State and
local government holdings of
both Federal and non-Federal
Government securities. A sub¬
stantial portion of this increase,
however, is not reflected in the
volume of duplicating debt, since
the State and local government
duplicating debt total relates only
to the holdings of State and local !
government obligations, whereas j
the increased holdings were!
largely of Federal securities. .'

Corporate

The net long-term debt of cor¬
porations other than railroads
which had remained essentially
unchanged in 1942, declining less
than 100 million dollars, dropped
400 millions in 1943. The reduc¬
tion in the 2 years was possible
only because the Federal Govern¬
ment financed approximately 15
billion dollars worth of industrial
facilities, while plants not en¬
gaged in war production found it
difficult to expand or even to re¬

place plant and equipment.
It is estimated that the railroad

long-term debt was reduced 300
million dollars in 1943, compared
with a reduction of 400 million in
1942, as the railroads continued
the policy of applying high war¬
time earnings to the reduction of
their funded debt.
Total net corporate short-term

debt declined in 1942 by 1.0 bil¬
lion dollars, and increased! only
negligibly in, 1943. A dividend
policy which was highly conserva¬
tive by reference to earlier
periods of comparable profits, and
the resulting high volume of cor¬
porate savings placed corporations
in a position to largely self-
finance expanded current ex¬
penses accompanying the high
production level in both war and
non-war industries. The decline
in the physical volume of non-
farm business inventories during
1942 and 1943 also limited the in¬
crease in corporate short-term
loans.

Mortgage-

Total urban real estate mort¬
gage indebtedness of non-corpor¬
ate mortgagors, which had in¬
creased 500 million dollars in
1942, declined during 1943 by
almost 700 million, despite a
marked increase in real estate ac¬

tivity in' some areas of the coun¬
try. New construction loans were
limited by existing wartime con¬
struction restrictions, but the vol¬
ume of new loans on urban real
estate was nevertheless main¬
tained in 1943, and certain groups
of lenders increased their new

loans above the 1942 totals. For
example, the estimated volume of
new loans by savings and loan
associations amounted to 1,184
million dollars in 1943 compared
to 1,051 million in 1942.
Despite the new loans, a reducr

tion in total outstanding urban
real estate mortgage debt during
1943 was made possible by the
even higher and greatly accel¬
erated amount of repayments re¬

sulting from the substantially in¬
creased incomes and large sav¬

ings of most of the mortgage
borrowers.

A recent report of the Home
Owners' Loan Corporation indi¬
cates that during 1943 many bor¬
rowers from the corporation in¬
creased the amount of their
monthly repayments and that
many, who up to that time had
made no principal repayments
whatever, began such payments in
reduction of their loans. The
Home Owners' Loan Corporation,
which ceased its lending activity
in 1936, had achieved a liquida¬
tion of approximately 60% by the
end of 1943.
The decline of an estimated 500

million dollars in farm mortgage
debt during 1943 reflected the in¬
creased volume of principal, re¬

payments made possible by the
unprecedented farm income com*-
bined with restricted opportuni¬
ties for spending. This was in
contrast to earlier declines which
resulted chiefly from foreclosures.
The decline in farm mortgage debt
amounted to almost 1 billion dol¬
lars for 1942 and 1943 combined,
and thus accelerated for these

years the declining trend in evi¬
dence since 1922.

Non-Corporate Short-Term ,!

Consumers' short-term debt at
the end of 1943 totaled 5.2 bil¬

lion dollars, down over a billion
dollars from the end of 1942 and
4.6 billions from the high of 9.7
billions reached in 1941. Con¬
sumers' short-term debt continued
to drop in 1944, amounting to 4.8
billions at the end of the first
quarter. The chief declines within
the consumer credit structure oc¬

curred in the instalment sale and
instalment cash loan debt cate¬
gories as a result of the unavail¬
ability of new consumers' durable
goods and the consumer credit
regulations of the Federal Reserve
Board.
New short-term business loans

of non-corporate borrowers, which
dropped more than 700 million
dollars in 1942, were slightly cur¬
tailed during the early part - of
the war by the increasing elimina¬
tion of many non-war activities
and by the lessened need for out¬
side financing by businesses en¬

gaged in war-connected activities.
During 1943, however, non-cor¬
porate short-term debt owed for
business purposes increased ap¬
proximately 300 million (chiefly
in brokers' loans), thus providing
a partial offset to the decrease in
consumer debt outstanding in 1943,
so that total short-term debt of
individuals and other non-corpo¬

rate borrowers declined approxi¬
mately 700 million dollars during
the year.
The volume of most classes of

short-term indebtedness has in the
past been directly affected, by
changes in income, prices, and
business activity in general. The
movement of consumer debt in
particular has closely followed
that of income payments to indi¬
viduals as may be seen in chart 4.
The reasons for opposite move¬
ments of these two series for 1942
and 1943 have been already noted.

Current Pattern

By and large, the debt trends
that have been established so far
during the war will continue at
least until the end of the conflict

jn Europe. Some significant shifts
in the magnitude of changes,
however, may be expected. Al¬
though the Federal debt will con¬
tinue to rise by about the same
amount as in 1943, the propor¬
tionate increase will be less, in¬
asmuch as the peak of war pro¬
duction has already been reached.
If cut-backs in the war production
program are made in the latter
part of this year, the absolute in¬
crease in the Federal debt may

be smaller than during the past 2
fiscal years, though not by a sub¬
stantial amount.
So far as private debt is con¬

cerned the reductions in the im¬
mediate future will most likely
be larger in long-term than in
short-term debt. The primary rea¬
son for this is that the drop in
consumer debt, which accounted
for the bulk of the decline in
short-term debt,! cannot be ex¬
pected to continue at its former
pace if, indeed, any further de¬
cline is recorded.

It may be noted that there was

actually some rise in consumer
debt during the latter part of
1943, and though the downward
movement was. resumed in the
first quarter of 1944 the total fluc¬
tuated within a narrow range of
the low point of the previous
year.

For long-term debt, on the other
hand, most categories are likely
to show more substantial declines
in 1944 than a year earlier re¬
gardless of the course of military
developments. '
From this pattern, it would ap¬

pear that the post-war private as

well; as State and local govern¬
ment debt structures will be in a

position to absorb relatively large
amounts of borrowing. The im¬
proved position of such prospec¬
tive borrowers may exert an im¬
portant v influence in that they
could provide a partial offset to
the decreasing Federal Govern¬
ment expenditures after the war.

Chart 1,—Net Debt by Major Components, End of Year, .
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Chart 2.—Major Trends of Net Indebtedness, End of Year
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A brief resume of the trends of
debt for the 25-year period ending
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contrast between federal and
non-Federal debt considered as a

whole. In general, With the ex¬

ception of the Federal all major
types of debt increased from 1916
to 1929 or 1930, ancf have subse¬
quently followed a downward pat¬
tern.;;^ . N - . ,:L;.:^ ..
The broad trends Jof debt dur¬

ing this period werte as follows:
From 1916 to 1920, fa sharp rise
in the Federal, wit!
rise in all other n

from 1920 to 1930,
decline in the Fee
moderate increase infthe non-Fed¬
eral categories; from 1930 to the
end of 1941, a larg£ increase in
the Federal, especially marked in
1941, and a steady moderate de¬
cline in the non-Federal struc¬

ture. The increase in non-Federal
debt during World-^War I is in
contrast to the reductions that
have taken place in the present

a moderate

fajof groups;
substantial

iral, with a

Relation to Business Activity [,
During the entire period frorr

1916 to 1941, the Department 01
Commerce series for total net pri¬
vate debt showed a tendency tc
move in the same direction ai

general business activity. Unli#f
the Federal debt, -the. trend q:
State and local government deb'
has rather closely followed th't
general movements of the majoi
components of the private deb'
structure during this entire period
During periods of declining busi¬

ness activity, over all private in-!
debtedness was reduced, due Ajc
the decreased need for financing
and to the increase in foreclosure-

and corporate reorganizations;
Similarly, during periods of in¬
creasing business activity, tota:
volume of private debt tended t>

increase, because the amount Jo
new borrowings generally ex
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eded the increased volume of
bt retirements.

Private long-term indebtedness,
wever, followed the basic trends
industrial production and na-

onal income with an apparent
g of from 1 to 3 years behind
e movements of these two series,
can be readily seen by the

ovement of private long-term
jbts during the post-depression
id recent pre-war years.
On the other hand, although
ovements in all classes of short-
rm indebtedness have not fol-
wed a clear pattern with re-
ect to the turning points of past
usiness cycles, short-term debts
a whole revealed a greater sen-
tivity to economic changes. This
clearly shown by chart 5, indi¬
ting, for example, the reversal
the downward trend of con-

mer debt in 1934 and the subse-
lent movement paralleling the
meral trend of business expan-
on and contraction until 1941.

Federal

During the past 30 years the
ideral debt has moved rapidly
)ward during three national
nergencies, namely, World War
the severe business depression
the 1930s, and the present war.
le net Federal debt amounted to

ightly more than 1 billion dol-
rs in 1916, essentially the same
\ for the entire period subse-
lent to 1890. '

.

However, with the entrance of
e United States into World War
the large loans abroad plus the
:penditures for the production
war goods and for the mainte-
|ince of the armed forces resulted
the relatively sharp expansion
lithe Federal debt to more than
I billion dollars in 1919. In line
ith the prevailing policy of debt
Iduction and aided by a decade

] prosperity during the 1920s, the
Jderal debt was reduced by over
m. billions and stood below 16

pion dollars by 1929.

|lt is interesting to note that al-
)Ugh much larger in absolute
;ms,* Federal debt service will
; much less per dollar of debt
ter the present war than it was
ter World War I. The present
ir is being financed by the Fed-
il Government at low and

irly stable interest rates, with
i interest on war bonds averag-
under 2%, compared to the

terest rates of from 3^2 to \>k%

|rried by the Liberty Loans of
k earlier war.

'he increased volume of debt

(ligations incurred to provide
emergency expenditures plus

Icreased revenues resulted in
II in the first peace-time Treas-
deficit since 1915. The net

kleral debt practically doubled
(ring the 6-year interval from

"

close of 1930 to the end of

l§, rising from 15.4 to 29.5 bil-
[n dollars during this period.
Irt of the debt increase in 1936
is- due to the payment of the

(justed service certificates,
hereafter, the net Federal debt
itinued its upward trend, rfe-

. relatively moderately to 36.7

[lion dollars at the end of 1940.
ie increase of almost 11 billions
the Federal debt in 1941 was

|viously due to the enormous
lancial outlay required, first
• national defense, and later for
lb purposes. H

Non-Federal

let State and local government
>t; which amounted to 4.6 bil-
|n dollars at the end of 1916,
se slowly. but consistently each
if; until it . reached a high of
lost 17 billions in 1933. There-

(er, it steadily decreased until
58, and subsequently increased
Jhtly until the end of 1941,
ien it amounted to 16.3 billion.
Tet private long-term debt rose
>m less than 44 billion dollars

11916 to over 93 billion by 1930,
i,ile - net corporate long-term
)t, the largest private debt
iponent, rose from 29 to 51

|lion. During the same period,
t* private short-term debt dou-
?d, rising from 26 to 51 billion,
, the volume of outstanding
>an real estate mortgages of

New Tax Forms Planned By Revenue Bureau
—Income Tax Calendar For Taxpayers

Relief is; in sight from the annual complications of filling out
income tax forms, it was indicated in Associated Press accounts
from Washington, July 30, in which Internal Revenue Bureau ex¬

perts were reported as saying they believe they are on the road to¬
ward forms which the average taxpayer can understand. The advices
from which we quote went on to say: .

For about 30,000,000 taxpayers »•
there will be a matter of answer¬

ing a few simple questions. For
20,000,000 others it will be some¬
what more difficult but still con¬

siderably easier than in former
years. , . ^
A person with an income under

$5,000, provided that more than
$100 of it is not from dividends,
interest and wages not subject to
withholding, will be allowed to
make his return on the withhold¬

ing receipt. provided by the em¬
ployer. ,

All the taxpayer will have to do
is fill in the amount of wages,
other income and a few other an¬

swers, mostly listing dependents.
No figuring is involved. The tax¬
payer will mail, the information
to his collector, who will do the
mathematics, and sit back to await
a bill for the balance due, or a
refund if he has overpaid.
Individuals with higher incomes

will use a so-called regular
blank, but the experts promise
this, too, will be less confusing
than in the past. These taxpayers
will have to figure the amount of
tax, but tables accompanying the

individual and other non-corpo¬

rate mortgagors practically quad¬
rupled, climbing from less than
9 to almost 33 billion dollars.
The only major component of

private debt to reach a peak
before the end of the 1920s was

farm mortgage indebtedness. Dur¬
ing the years of wartime expan¬
sion from 1916 to 1920, farm
owners, in anticipation of increas¬
ing incomes and land values, in¬
curred additional debt due to^pur-
chases at hi^h prices. During the
depression following the 1920
collapse, many farmers incurred
mortgage debt in order to carry
out other previous obligations.
The result was that farm mort¬
gage debt rose from less than 6
billion dollars in 1916 to a peak
of almost 11 billion dollars at the
end of 1922*. Subsequent to 1922,
farm mortgage debt dropped ir¬
regularly to 9.4 billions at the
end of 1930..

In the following decade private
net debt dropped annually from
1930 to 1936, increased slightly in
1937, fell again in 1938, then rose
each year until 1941. Corporate
long-term and short-term debt,
consumer short-term debt, and
urban real estate mortgage debt
followed much the same pattern

as, the total though with vary¬
ing amplitudes of fluctuation and
with slight differences in timing.
The volume of outstanding debt

on urban residential 1-4 family
homes was substantially reduced
from 1930 to 1937, because of the
low level of new lending activity
on residential properties and the
acquisition of real estate by mort¬
gagees through foreclosure. How¬
ever, the decrease in home mort¬
gage debt during this period
would probably have been much
larger through more extensive
foreclosures if the Federal Gov¬
ernment,, through the Home Own¬
ers' Loan Corporation, had n°t re¬
financed over 3 billions of dis¬
tressed home mortgages in all
parts of the'country.
Farm mortgage debt in the gen¬

eral depression, of the 1930s con¬
tinued the decline instituted in
the agricultural depression of the
1920s, a decline primarily attribu¬
table in both periods to foreclos¬
ures, rather Hhan to repayments.
The reduction of farm mortgage
debt was maintained successively
to the end Of 1941, although the
decline im recent years was, of

t course, due to the increasing im-
l provement in farm income and in
J prices of farms, whereby many
jfarm owners have been enabled
'to retire their debt more rapidly.

forms will make this easy.

For most, it no longer will be
necessary to remember how much
they gave to the church, the Red
Cross, etc.
There is a flat deduction of 10%

for contributions, interest, taxes,
medical expenses, etc;, all of
which formerly had to be listed
within specific limitations.
Those who claim larger deduc¬

tions must use a regular blank
and give full details.
The 1944 tax law makes nu¬

merous changes in allowances for
dependents, for instance:
Each person is entitled to a $500

exemption, instead of $500 for a

single person, $1,200 for a married
couple, and $350 for a child. Thus
a couple without a child will pay
more income tax, while a couple
with one child will pay about the
same, and a couple with more than
one child will pay less.
The old rule that a dependent

had to be under 18 or mentally or

physically incapable of self-sup¬
port goeS out the window. There
is a new rule, however, that a de¬
pendent must be a citizen of this
country, or live in this country,
Canada or Mexico.
The Associated Press at the

same time supplied the following
income-tax calendar for indivi¬
dual taxpayers:
Sept. 15—Third quarterly pay¬

ment due on 1944 taxes. Also time
for amending estimate declara¬
tions if they have become out of
kilter. The final tax is supposed to
be within 20% of the estimate,
but there is no penalty if it ex¬

ceeds that amount as, a result of
the .new tax law.
Dec. 1—All employes must file

a new exemption certificate with
employers. This is due to changes
in exemptions.
Jan. 1—Employers begin using

new withholding rates. Withhold¬
ing taxes average about the same,
but they will differ in individual
cases, chiefly due to changes in
exemptions.
Jan. 15—Deadline for fourth-

quarter installment on 1944 taxes.
The old date was Dec. 15, but was
changed by the new tax law.
Also deadline for filing 1944
declarations or amended declara¬
tions. The new declarations for
the most part will come from
farmers, not required to make es¬
timates previously. % A taxpayer
may make a return, instead of this
declaration.

Jan. 31—Deadline for employ¬
ers to give employes receipts for
wages paid and taxes withheld in
1944.

March 15—Persons who did not

file a return Jan. 15 must file re¬

turn for 1944. Any balance due is
payable in full.

Avoid Trade Battle
With Great Britain

(Continued from page 485)
to choke off by a submarine
blockade, as Napoleon tried near¬

ly a hundred and fifty years ago,
to choke England by a different
kind of blockade. And they can

only get that lifeblood by export¬
ing their manufactures and serv¬

ices to pay for it. They are per¬
fectly willing to get that support
from us, which we can supply to
a considerable degree, but we
have to take their manufactures
and services to get our pay for it.
"The British are exporting now

so far as it does not interfere with
the war effort, just as we are, in
order to reduce their mounting
war costs, but what they ship out
is way below* pre-war, much
farther below than United States
trade. Our exporters think the
British are jumping the gun, and
their exporters are, equally cer¬
tain we are making it impossible
for them to get back their mar¬
kets.
"Neither view is accurate.

Equally wrong is the battle of
giants theory. The place of gov¬
ernments is to see that their na-

t i o n a 1 s are not discriminated

against, but we have no business
to make trade competition an ar-

g u m e n t between governments.
One difficulty is that the private
enterprisers themselves often
want just that, a government in¬
tervention that gets them the con¬

tract.
"Our first objective is to elim-

"What Is All The

Shooting About?"
(Continued from page 483)

derwritings, and the like, are un¬
constitutional. These violate the

anti-monopoly laws and are a
form of special legislation dis¬
countenanced by the Courts.

The requirement that NASD
members must treat non-mem¬
ber dealers as they do the gen¬

eral public, denying these deal¬
ers discounts to which they are

legally entitled, is particularly
reprehensible. It is special priv¬
ilege personified. Here monop¬

oly has raised its head in ugly
form. -y.y- ■ ■ vy.

Is it so astounding that the con¬

stitutionality of this legislation
has been raised? Even the De¬
partment of Justice of the United
States has done that, but upon

another issue, on which we do not is claimed to be voluntary.

here express any opinion.
This law as a whole is not un¬

connected with the old, now de¬
mised, NRA, which our Supreme
Court declared unconstitutional.
The mental attitude behind that
statute has much in common with
the one which we are considering
y During , the very;, hearings in
Committee before Congress, which
gave rise to the Maloney Act,
doubts were expressed concern¬

ing the sweep of this legislation.
Though we oppose monarchy, a

benign ruler may sometime be
forgiven, but a despot never. So
with NASD. Had its Board at¬

tempted to administer in a spirit
of understanding the affairs en¬
trusted to it, constitutional tests
may have been deferred. By will¬
ful blindness, it is forcing the in¬
evitable. Passing rules by by¬
passing its membership, ignoring
the opinions of that membership
evidenced by polls, these indis¬
creet gestures mark the beginning
of the end.
We venture this expression of

opinion, which may be considered
daring because it is prophetic.
Unless sooner terminated by
Court edict, there will be, one day
soon, a congressional investiga¬
tion of the NASD. When and
if that investigation takes place,
there will come to light in¬
formation that a campaign has
been and is on foot to force
all securities dealers into the
NASD. In our opinion, the
tampering with over-the-counter
quotations by so-called "quotation
committees," forms a part of that
campaign.

Finally, securities dealers pay
dues to and are assessed by
NASD to the tune of several
hundred thousand dollars each
year. For what? Does this aux¬
iliary police force represent a

need? Strip it of its anti-
monopolistic ' features and it
would die an almost immediate
death. \
Give "to Caesar that which is

Caesar's. Let the Securities and

Exchange Commission perform its
functions openly and not through
the medium of behind closed
doors collaboration. / . ■

Let us erase institutions which
are neither wholly public nor
wholly private but which cement
their existence by a binder of
unholy monopoly, depending upon
a regimented membership, which

inate our trade controls as fast as

they are no longer necessary for
the prosecution of the war. Im¬
mediately that runs us into ef¬
forts of foreign countries to pre¬
vent wartime, or transitional, in¬
flation, and their feeling that they
must keep or put on new controls
for that purpose. And some of the
proposals for relaxation of con¬

trols means more United States

exports, and runs into the dollar
exchange problem of England, ■

who would have to release dol¬
lars to pay for this new trade.
"So our second objective is to ;;

devise a system for prompt and
friendly discussion, with the Brit¬
ish especially, through which we
can work out this basic transi¬
tional problem effectively and
promptly.
"But one of the most important

objectives must be for each coun¬

try to study sympathetically the
financial and commercial problem
of the other, in the light of its own
longtime interests and to work out
measures. in each country which
can form the basis for world trade

among them, and the basis for
approaches to the other trading *

nations for similar trade.
"There are two theories of our

relation to Great Britain in con- X
nection with the war. One is that' ;
this war is Britain's war, not ours
really. We do want Britain to .

win, however, and so we give
them the extra push,• the extra
men, the extra equipment and
supplies to supplement their ef¬
fort. We expect them to spend
themselves empty, empty of vigor,
empty of resources, empty of their
young men's lives, while we spend
only the supplement we give them /

that they need.; Any surplus
comes back to us. That theory
seems to me profoundly immoral.
It leads to argument about the
percentage of Americans on some

particular European front com¬

pared to British. It leads to de¬
mands for the control and dom¬
ination of British finance., after
the war, because they have used
their resources, and owe us the
balance. It means the end of any ;

Anglo-American friendship and
collaboration.
"The other theory is that we are ,

partners. That reflects our actual
operations.. We have pooled our
resources and our men, and we

try to share the destruction and
wastage of war, because we are

engaged in a common effort to
maintain the elements of ;our
civilization, in which we cooper¬
ate even in matters of mutual ir¬

ritability. Yes, there are evil
things in our civilization, and cer¬
tainly there are events in the his¬
tory of both countries which do
not live un to our best ideals.

Some of our allies may have a

different political tradition. But

our two countries have in differ¬

ent ways built up the content of
the democratic ideal for human

existence, and our common oppo¬

nents in this war have dragged it
down and threatened our own

existence. Individuals from each

of our nations are shortsighted
and irritating to the other nation,
but our past and our future are

inextricably linked.
"We must win this war together,

and we must work together in

political and economic matters for.
a peaceful world of commerce

and friendship and sound stand-'
ards of living for ourselves and
for all others whom we can help,

to rise."

NY Bank Stocks Compared
Laird, • Bissell & Meeds, 120

Broadway, New York City, mem¬
bers of the New York Stock Ex¬

change, have issued a most inter¬
esting quarterly comparative an¬

alysis of 17 New York City barik
stocks. Copies of this analysis
may be had upon request from
Laird, Bissell & Meeds.

to-.'
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Markets, Prices And Profits
(Continued from page 484)

sometimes inappropriate regula¬
tion. For such a condition, all
must share the blame.

, ...

In all fairness, let us start with
the assumption that there is little
evidence to support any belief
that the Securities &• Exchange
Commission has ever acted in de¬
liberate bad faith. Its rules, reg¬
ulations and directives have been
based on a proper course of ac¬
tion as the Commission has
viewed the evidence. If the Pr®~
sentation has been incomplete,
inconclusive, faulty or obviously
prejudiced, there can be no log¬
ical complaint against any reason¬
able order issuing from such
premises.
Strange as it may seem, there

are far too many important men
in the securities business, capable,
intelligent and of high integrity,
who have never looked beyond
the narrow limits of their own
specialized activities. There are
thoroughly experienced stock ex¬
change men who are not well
versed in the intelligent handling
of an over-the-counter order. And
there are likewise many security
distributors and salesmen who
have never acquainted themselves,
other than superficially, with ex¬
change market procedure.

- The writer believes that an aP"
preciation of the inter-relation¬
ship of all divisions of the securi¬
ties business, with an adequate
realization of certain fundamen¬
tal differences, will go a long way
toward eliminating internal dis¬
sension and misunderstandings
with corresponding benefits to all.
The following report is an at¬

tempt to provoke intelligent
thought about certain basic con¬
cepts of the business. It is ot¬
tered in the belief that facts are
the deadliest foes of prejudices,
wherever and to whatever extent
they exist.

Aside from the issuance of new
securities by private placement,
negligible transactions at public
sale and, omitting for the purpose
of this discussion, the exchange
of new securities for old through
reorganization or reclassification,
all securities bought or sold in the
United States today are dealt in
(a) a national exchange, (b) the
unlisted department of a national
exchange or (c) over-the-counter.

- Why do we have these three
market classifications? How did
they develop? Are they related.
Do they conflict? What are their
distinctive functions?

Background

The urge to exchange things of
value is inherent in mankind and
is • as old as antiquity. Genesis
records that Jacob acquired Esau s
birthright for a mess of pottage,
much to the latter's subsequent
discomfiture. Primitive forms of
barter still prevail in many parts
of the world, although, for the
most part, , wealth in its economic
sense is divided, accumulated, dis¬
tributed and exchanged by deal¬
ing in the tokens of wealth, i.e.,
money, credits and securities.
The progress and development

of every civilized nation has been
immeasurably accelerated by the
opportunities afforded its citizens
to participate in its commercial
and industrial growth, a fact
which is most obvious when
viewed in reverse; the backward
countries today are those in which
relatively few investment oppor¬
tunities are available. The very
existence of most of our great
domestic corporations is rooted in
the pooled savings of hundreds of
thousands of small participants—
the security holders—who have
bought senior obligations as in¬
vestments, or who have chosen to
express their faith and confidence
by advancing risk capital and ac¬
cepting an equity position. This
is almost axiomatic in its truth
and simplicity, and yet, we be-

in the welter and barrage of con¬
troversial technicalities.

The issuance and distribution of
securities and the development
and maintenance of facilities by
which they may freely be bought
and sold is a basic economic ne¬

cessity. It is fundamentally good
not bad. IT IS TIIE LIF E -

STREAM OF BUSINESS PROG¬
RESS.

Origins
As a matter of history, the de¬

velopment of present-day finan¬
cial markets goes back scarcely a
hundred and fifty years.
In the post-Revolutionary pe¬

riod, a wide diversity of financial
business was transacted by early
merchant houses and private com¬
mercial banks. The first bonds
issued by the Federal Government
were thus distributed and dealt
in, as were shares in insurance
companies, banks and Other early
business enterprises. The term
"over - the - counter" originates
from the fact that investors and
dealers of that period actually
transacted their business over the
counters of these private banking
houses, r The custom, with varia¬
tions and refinements, has en¬
dured. >

The forerunners of present ex¬
changes were to be found in the
"coffee houses" where it was nat¬
ural that individuals with com¬
mon interests should meet as a

matter of convenience. As the
young nation grew and as shares
in its development increased in
diversity, availability and volume,
there followed the gradual estab¬
lishment of "stock and exchange
boards." By present standards,
activities were limited, usually
consisting of a roll call of bid and
asked prices once or twice a day
following which orders were
matched.
It is unnecessary here to trace

the respective growths of the
over - the - counter and exchange
markets through the years to their
present state of development. Suf¬
fice it to indicate that, historically,
so-called over-the-counter trad¬
ing is the great-grandfather of all
exchange markets.
In the matter of volume, again

the over-the-counter market over¬
shadows exchange?; transactions.
Precise data, other than that cov¬
ering exchange trading, is .diffi¬
cult to obtain. However, the Se¬
curities & Exchange Commission
in a report dated January, 1936,
pointed out that the total of all
listed issues on Dec. 15, 1935, was
approximately 6,200 while the Na¬
tional Quotation Bureau's stock
and bond summaries for the same

period reported quotations for
over 90,000 issues. While the lat¬
ter figure probably included all
or almost all the 6,200 listed is¬
sues, even after deducting these,
the resulting difference "remained
enormous."
In the light of these facts, it

appears pointless, juvenile and
thoroughly illogical to champion
one type of market to the exclu¬
sion or detriment of the other.
There are surely sound reasons
for the existence of both. Straight
thinking should supply the an¬
swers.

, -

Securities, like water, will seek
their level. Not only is this true
as regards price, but also true in
respect to tending to seek out the
market place best suited to their
individual characteristics. It is
elemental to state that there is
the widest divergence in the
qualities as well as the forms and
terms of securities, but the fact
should not be overlooked. This
report need not concern itself
with qualifications other than
those which have a bearing on the
development of adequate and ap¬
propriate markets. ' : : ,

Two Principal Classifications
In this respect, all securities

which an adequate market may be
established and maintained only
by negotiation. There are border¬
line instances, of course, and even
some relatively few issues that
can flourish reasonably in either
or both environments. But, gen¬
erally speaking, the distinctions
are clear-cut and'fundamental.

A typical • auction security
Imust be of sufficient size to
provide an adequate floating
supply; i.e., its distribution must
be widespread to the extent
that potential buyers and sell¬
ers may readily be found among
many holders. It should be the
obligation of a company that is
well-known, or of a company
in an industry that is well-
known. Complete information
as to assets, liabilities, earnings
and corporate history should be
available over a period of years.
It should lend itself to compari¬
son with other issues of like
kind. There must be sufficient
continuing interest on the part
of the investing public to as¬
sure a broad and active market
and to record a continuous
series of transactions.

To the extent that a security
fails to possess the above char¬
acteristics, to that extent it fails
to belong to the classification
of auction securities and the
more properly does it belong to
the group for which markets
can be maintained Qfily by
negotiation.

It is obvious that many auction
characteristics either are, or are
not, inherent. The prerequisites
cannot be conferred by wishful
thinking, whimsy or edict.
It is true that characteristics of

some securities may change over
a period of time as a result of new
rends in industry with resultant
change-abouts in public favor. An
auction security may lose its mar¬
ket following and become hope-;
essly inactive. Or a negotiation
security may encounter new or
increased interest to the extent of
becoming sufficiently active to
support a true auction market,
provided it is otherwise qualified.
It would appear, therefore, that

in the best interest of service to
he public and to themselves, na¬
tional exchanges should not seek
to add listings indiscriminately in
the mere hope of increasing trad¬
ing volume. Rather should they
be on the alert to delist those is¬
sues which no longer possess
auction characteristics, or, in
some instances, never possessed
them. Additions to listings should
be made only when requirements
are fully met.
This viewpoint is fully sup¬

ported in the SEC report to Con¬
gress, previously referred to, from
which the following is quoted;
"Admitting-a security to trad¬

ing privileges1^on an exchange
amounts to a representation by
he exchange that an appropriate
and adequate market for that se¬
curity exists on that exchange.

If that representation is in¬
correct the quotations which an
exchange disseminates are mis¬
leading and have a tendency to
react harmfully upon the bid and
asked prices for that security m
other markets. Consequently, no
exchange should be permitted to
admit to trading privileges a se¬
curity when the admission of that
security to trading privileges on
the exchange means a misrepre¬
sentation to the public that an

appropriate and adequate market
for that security exists upon that
exchange." .■

any price for the simple reason * conversant with the usages, cus-

Inappropriate Listings
That made sense in 1936 and is

no less applicable today. Let us
see what, if anything, the ex¬
changes are doing about it. At
random, we have examined the
"Wall Street Journal" of May 15,
1944, although any current issue
will disclose approximately the
same results. ..

On the New York Stock Ex¬
change, among "Stocks Not

that no offering existed,. Not an
inappropriate, inadequate or even
an out-of-this-world offering—
just no offering at all. We find
32 additional issues, not traded in,
in which the spread between the
published bid and asked varies
from 3 to 30 points.
In the same edition, on the New

York Curb we find 30 issues for
which there was no offering and
one issue offered without a bid.
An additional 28 issues were

quoted with spreads up to 13
points. Not necessarily high-
priced stocks, either. Note the fol¬
lowing:

Bid Asked

Canada Bread 3 7
S. M. Bruck_ - 5% 10
Woolworth, Ltd. pfd._ 4 7
An examination of the year-end

summaries also yields some il¬
luminating information. During
the entire year of 1943, 20 issues
on the New York Curb did not
sell at all, and, in 65 other issues,
volume for the year varied from
20 shares to less than 500.
Of related interest is the odd

situation existing in Camden Fire
Insurance stock. This issue en-

joys a broad and active over-the-
counter market in which the in¬
side spread seldom exceeds a
quarter of a point. Camden is
quoted on the Curb usually with
a spread of 1 to Vk points, but
rarely, if ever, sells. There were
no transactions in 1943 and none

thus far in 1944. To the best of
the writer's knowledge, total
listed sales have not aggregated
100 shares in the last eight years
although there are 400,000 shares
issued and outstanding. The Curb
market is based solely on and
Around the true market which is
strictly over-the-counter.
The above indications of inap¬

propriate listings and inadequate
markets have been taken from the
country's largest exchanges. On
the smaller exchanges such ex-
a m p 1 e s are tremendously in¬
creased percentagewise. It may
be noted that of the 456 issues
eligible for trading on the Phila¬
delphia Stock Exchange, transac¬
tions in 25 to 30 issues is a nor¬
mal daily average, and, during all
of 1943, sales took place in a to¬
tal of only 54 issues.

The preceding paragraphs
have endeavored to set forth
that inadequate markets exist
in many listed securities. This,
of course, is no fault of the re¬
spective exchanges. The ma¬
chinery of the market is equal-

toms and common practices of the
securities business. This weak¬
ness, and such we consider it, has
been largely perpetuated in the
personnel of succeeding Commis¬
sions.

Admittedly, the task before the
first Commission was something
akin to awesome. But they res¬

olutely, zealously and somewhat
cheerfully addressed themselves
to it, flailing away at obfusca-
tions, great and small, as they
were individually and collectively
encountered. Confronted with a

mass of complicated, inter-relate
and technical problems, unfa¬
miliar to its members' previou
experience, the Commission
speedily recognized that exchang
markets were easier to compre

hend—and hence to regulate
than over-the-counter activities
We quote from the 1936 report:

"It should be observed tha

exchanges constitute an organ
ized mechanism of contro
which can be utilized to goo

advantage. Manipulation or de
ceptive practices in the compa
ratively unorganized over-the
counter markets are more dif
ficult to detect and prevent. I
consequence, if our purpose i
the effective regulation of trad
ing practices, it would be prof
itless to drive securities fro
the exchanges into the over-the
countermarkets."

And again:
"Inasmuch as ihe theory bot

of the Exchange Act and belie
of the Commission is that a

exchange, market under appro
priate conditions operates - fo
the public interest and for th
protection of investors,* it ma
be undesirable to prevent a

exchange market from comin
into existence for a particula
security for the sole reason tha
reports comparable to thos
now received . -. . are not avail
able and that insiders will no
be liable for trading profits a
provided.'
The further development of thi

philosophy throughout the repo
led to a recommendation to Con

gress that the Exchange Act b
amended to empower the Com
mission to prescribe terms an
conditions under which securiti
would be "permitted to enjoy" a
exchange market.
The recommendations made b

the Commission were adopted an
further powers granted designe
to regulate activities in the over

ly available to all. The rub lies the-counter markets, Rules an
in the simple fact that for one
or more reasons that are readily
ascertainable, the s ec u r i t i e s
don't measure up. They just
don't belong on national ex¬
changes. Listing, in itself, is no
assurance of liquidity or ac¬

tivity.
Let us inquire as to how this

situation came about and why it
is permitted to continue. The an¬
swers, we believe, are to be found
in the consideration of two prin¬
cipal factors, (a) the persistent
philosophy of the SEC generally
favoring the listing of securities
and (b) an easily understood sup¬
port of this view by the national
exchanges. We will examine them
separately, - - . *

may be broadly classified as (a) J Traded"In", on that date, we find
those possessing auction market119 issues iin which a buying order

Early SEC Theory

The SEC attitude stems directly
back to the origin of that body.
Most of us recall somewhat pain¬
fully the stock market catastrophe
of 1929 and its aftermath. Regard¬
less of the responsibility attrib¬
utable to its own excesses, the
public demanded a scapegoat.
Wall Street became the symbolic
whipping-boy of the nation. A
new administration obligingly
provided us with the Securities &
Exchange Commission and
charged it with the task of purg¬
ing the Street of all real and fan¬
cied corruption. The crusade was
on.

The personnel of the SEC was

originally composed of members | thereof, lean toward the theory
of the legal profession, well abundant listings, there are ce

regulations based on these broa
powers "in the public interest o
for the protection of investor
are now in effect.

It is inescapable to conclud
that the first SEC, in approac'
ing the problems which the
confronted it, was motivated b
expediency more than by logi
and that subsequent SEC pe
sonnel has adhered closely
that pattern.

f Nowhere, in any SEC repor
have we observed that any co

sideration has been given to t
inherent differences in t
characteristics of securities,1

• to the economic usefulness
employing the functions'
salesmanship and merchandi
ing in their distribution. } i

National Exchange Attitude,

The attitude of most nation
exchanges, large and small an
wherever located, in seeking*
increase the number of issu
eligible for trading thereon^
readily understandable. This po
icy, for the most part, is pursu
with scant consideration of the i
dividual fitness or adaptability
any security to auction tradin
Rather it is based on the theo
that whatever activity ensue

even though negligible, will ben
fit the exchange.

However much national e

changes, or, to be more specif'
the policy - controlling membe

• A 4-1 1 4- * 1 i P 1 xaxsax 1VV. 1/ JL %/ XOOUUa IUX VV JLIJLVXI a VI UVA » OX fcXiV. VXOOOiVUj VV OXX avuxxuuxiu XAJVXii^O, bXXVXV ux V vv
lieve, is frequently lost signt ot characteristics and (b) those for could not* have been executed at versed in Blackstone but not too tain concepts of a fundament

ilUV'l Mv i* i.. ij 4k' "*j. ' ■Ji'.'lrli.x:
■ ft V'H' 07if
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Peru Calls For Another Internat'l
nature that are too obvious to be

ignored. ' The SEC has consist- [
ently ruled that, among other re- j
quirements, exchange trading;
privileges be granted only to is¬
sues in which there has been ade¬

quate public distribution and in
which there is substantial local

trading in the vicinity of the ap¬
plicant exchange. * ', Y

iy-Uc,:.. "Vicinity" /:;.
And what a mare's nest that

word "vicinity" has aroused! An
eminent and authoritative lexi¬

cographer, one Noah Webster, de¬
fines the word in simple terms:
'Quality or state of being near;

nearness; proximity. A region
about, near, or adjacent; neigh¬
borhood." , )Y
In reference to a recent appli¬

cation to extend unlisted trading
priveleges on the New York Curb
to two midwestern utility com¬

pany bond issues, the "vicinity"
of the New York Curb was vari¬
ously argued to be (a) New York
City alone, (b) an area within
one, hour's commuting distance of
New York City, (c) the territory
nclosed by lines drawn midway
between New York City and Phil-
delphia and New York City and
oston (Philadelphia and Boston

being the closest cities toNewYork
n which national exchanges oper-
te) and (d) the states of Massa-
husetts, Rhode Island, Connecti-
ut, New York, New Jersey,
ennsylvania and Ohio. The lat¬
er panoramic viewpoint appar-
ntly conformed to the SEC's own

nterpretation of "vicinity," and
n order granting the application
as issued. The ruling was ap-
ealed and brought to trial be-
ore the U. S. Circuit Court of
ppeals at Philadelphia. There-
pon was handed down a deci-
ion, supporting the SEC order, in
hich it would seem that amaz-

ng and reckless liberties had been
aken with the English language,
he mental aberrations of the
ourt are worthy of direct quo-
ation. (The bold face is ours.)

"We can conceive of circum¬
stances in which a most wide¬

spread distribution of a security
might not aid an exchange in
establishing a vicinity in re¬
spect to an application for ex-

'

tending unlisted privileges to
that security. For example,
there might be a very extensive
distribution of a given security
in an area where the Curb had
'neither members or facilities.
Such an area could not be con¬

sidered to be in the vicinity of
?the Curb. On the other hand, if

- Curb facilities are present in a

given locality, the extent of the
; distribution and nature of the
;! holdings of a certain security in
that locality must be deemed to
be relevant in determining vi¬
cinity. . . . The Commission
i must consider the circum-
r stances attendant upon each ap¬

plication made to it and decide
jit, on the particular facts in¬
hering in each case. . . . The
Congress intended the Commis¬
sion to approve the extension of
unlisted trading privileges to a
security when the applicant ex¬
change can demonstrate its abil¬
ity to support an adequate mar¬
ket in that security.", " (

By a stroke of the pen, so to
peak, the word "vicinity" has
>een deleted, the word "facilities"
ubstituted therefor, and the
nearness, neighborhood, prox-
ity or adjacency" of the New

fork Curb has - been extended,
all we say, to San Francisco, by
'irtue of the fact that a Curb
nember has an office in Califor-
tia with wire service back East!
'hus has Biddle been out-biddled.

Moreover, the Court's rather
irecocious interpretation of the
ntent of Congress is open to chal-
enge. As a matter of fact, the
riginal Securities and Exchange
i.ct of 1934 provided for exchange vestors," to extend then existing
rading in only registered and, u n 1 i s t e d privileges , for short
ully listed securities. The first lengths of time. In respect to un-
'ommission was empowered, listed trading privileges on ex-
/here it was deemed "necessary changes, the Act provided that
r appropriate in the public in- [ none should be continued beyond
Brest or for the protection of in- June 1, 1936.

Further Economic Action Is Required To Create Condi¬
tions For Attaining Purposes Of The International Fund
And Bank

The Peruvian delegation to the International Monetary Confer¬
ence, through its Chairman, Juan Chavez, Commercial Counselor of
the Peruvian Embassy in Washington, issued a statement expressing
support of the efforts to create a world organization "to bring nations
together," and recommending another conference with broader eco¬
nomic action "to create conditions necessary to make possible attain¬
ment of the specific purposes of^
the Fund and the Bank."
The text of the statement is as

follows:

Peru heartily supports every
move to bring about closer coop¬
eration between the nations of the
world both in the political field
and in the economic field to pro¬
mote general welfare and to
raise the standards of living of
the people everywhere. Records
of international gatherings are

enough evidence of this and more

particularly so those of the Mon¬
tevideo Conference of 1933 and of
the meeting at Rio de Janeiro
early in 1942 after Pearl Harbor.
In a way it may be said that

this Conference represents the
first attempt to create a world
organization meant as a perma¬
nent institution to bring nations
together. It is most important,
therefore, that all factors be stud¬
ied carefully so that failure will'
not attend any such attempt at
closer world cooperation, for such
failure might .well set back its
possibility for generations; After
all, there is unfortunately so much
Skepticism among a large propor¬
tion of people in all countries
about the possibility of world co¬

operation that the greatest care
should be taken so that,, every
forward step proves to be a suc¬

cess, for failure might bring the
whole scheme into disrepute. The
first steps are the most important
because they will show to the un¬
believers the feasibility of world
cooperation. Once this comes to
be generally accepted then it will
be possible to be more daring and
to risk more because any failures
would not endanger the whole
movement. There is' so much to
be gained from world cooperation
that no pains should be spared to
be sure to get firmly established
the foundations on which the
whole structure will come to be
built.
At the start one should, there¬

fore, set out to study the necessary

pre-requisites to the establishment
of some such scheme of interna¬
tional monetary cooperation as
the one on which this Conference
is working. To do this, let us be
clear what the plan purports to
achieve. It is meant to facilitate
exchange transactions and to pre¬
vent unnecessary disruptions in
the exchange relationships be¬
tween the different currencies. It
would tend to smooth out those

temporary difficulties which can
be overcome by appropriate help
at the right time. It is not meant
to provide permanent subsidies to
an economy which, for some rea¬
son or other, is out of balance or

is in need of long term help, to
prevent the depreciation of its
currency for instance. It is meant,
rather, to smooth Out differences
of a tidal character which ebb for
a time only to flow back' later.
Movements of this kind have often
caused unnecessary trouble which
might have been avoided if the
appropriate machinery had been
available tOi make possible out¬
side help. :v"V -I'YYY/
It goes without saying that any

such mutual help for this kind of
emergencies can only be based on

an honest realization by the dif¬
ferent nations of the world that
they all have the same interest at
stake; that they stand or fall to¬
gether; and that nothing that can
be harmful to the rest can in the

long run be beneficial to. any one
of them individually. This seems

to be the first pre-requisite of the
whole scheme as it is of any other
kind of world cooperation. To
start with it assumes the abandon¬
ment cf any attempts at prosper¬
ity within any one country by
voluntary depreciation of its ex¬
change below the level corre¬

sponding to the true economic
value of its currency.

But there are other pre-requi¬
sites of an economic nature which
will be necessary for the success
of the plan. When it starts func¬
tioning, conditions should be such
that it will not have to face dis¬
ruptions of a permanent or acute
nature that may prove beyond its
scope or with which it may be
unable to cope. Great care should
be taken that it will only have to
tackle such problems as it is
meant to. To overlook this would
be to take risks of such nature
that unless extraordinarily for¬
tunate and unforeseen events
were to take place the whole plan
might not escape failure.
In the years before the war the

principal problem was a strong
and persistent current which kept
in the red the balance of payments
of the debtor countries. There
was nothing of a tidal nature in
this movement. It was a continu¬
ous flow in one direction. It is
true that this flow was greatly
intensified by transfers of capital
and "hot money." But apart from
these, if account be only taken of
the other items which enter into
the balance of payment, there had
been a definite trend for quite a

number of years so that, even if
transfers of capital had been con¬

trolled, a deficit would have been
shown by the debtor countries.
The Fund is no.tr.want to cope

with sustained movements of this
type; and yet, .can^anyone feel
confident that the war will have
changed that trend? If conditions
similar to those existing before
were to obtain again, would the
Fund be able to operate success¬

fully for any length of time? In
other words, could it stand the
strain of a movement as strong as

the one we witnessed in the pre¬

war years which might exhaust
its resources of currency of the
creditor countries? . - j -

A fundamental matter in ex¬

change stability is the determi¬
nation of the right parities between
the different currencies. Unfor¬

tunately, five years of war have
brought about such artificial con¬
ditions in most countries that it
seems practically impossible to
foretell what the rates of ex¬

change will tend to be. Take, for
instance, the question of the in¬
ternal purchasing power of the
currencies. Production and dis¬
tribution/controls, ceiling prices,
subsidies, and innumerable other
forms of government interference
have brought about, in almost
every country, such an artificial
state of things that perhaps not
many people would venture to say
what the relative value of the dif¬
ferent currencies might be accord¬
ing to their actual economic value.
Yet a mistake in starting with the
proper exchange relationships
might, to say the least, have the

Tomorrow's Markets
Walter Whyte
Savs

(Continued from page 485)

the war looked like the sur¬

prise to watch out for. As that
subject has been mulled over
and discussed by every com¬

mentator, the element of sur¬
prise has evaporated. - The
only surprise that can mow

spring out of the war is the
political tie-ups and their
economic implications.

Our own elections may, to
some extent, have an element
of surprise. With Dewey be¬
ginning his active campaign¬
ing, statements made may
tend to upset long established
beliefs. But that, too, cannot
be considered of. terrific mar¬
ket importance.

effect of seriously undermining
from the very beginning confi¬
dence in the success of the whole
scheme. f
If the world is going to tend

towards greater freedom and
towards the elimination of as

many artificial government con¬
trols as possible, as seems to be
the general wish, matters like this
will become of paramount impor¬
tance. In the long run, whether
official controls remain or dis¬

appear, such questions will always
be fundamental. It does not seem

possible to run the whole economy
of countries with a democratic'

system of government on basical¬
ly unsound lines. Sanctions of a

very severe nature to make peo¬

ple comply with certain regular
tions cannot have the backing of
public opinion for very long. The
general outcry is almost bound
to be for shortening of the transi¬
tion period as much as possible
so that these shackles be thrown

away.

Then there is the question of
the peculiar exchange position of
the different countries due to the
war with which, by its very na¬

ture, the plan is not meant to
cope. For instance, the indebted¬
ness iwhich has accumulated in
the shape of loans of various sorts,
large amounts of blocked curren¬
cies, and so on. It is evident that
these matters have to be tackled
before by different means. Other¬
wise, they would almost be bound
to develop such disruptive tenden¬
cies as might be capable of wreck¬
ing any plan, for they are not only
of concern to both debtor and
creditor but to other nations as

well. We must not forget what a

stumbling block to post-war world
reconstruction the Reparations
Problem was last time.
Let us examine one specific

case. England has been the world's
leading market. Goods from
everywhere could reach her ports
with every certainty of finding a
market where they could be sold
and the proceeds transferred to
other countries. Could that be the
same again as long as the blocked
sterling problem is not solved?
For as long as it remains un¬
solved, untold restrictions will
have to remain in force and they
may well prove unsurmountable
difficulties. Now for many new

countries, of which Peru happens
to be one, the existence of such
a problem is a serious matter.
England has been the only market
on which they could rely in good
or bad times, from the very be¬
ginning of their trading history,
one might say. If this now ceases
to be so, where else will they be
able to sell freely? Other possible
markets still remain closed. Noth¬

ing seems to point yet to their
being open in the reasonably im¬
mediate future. At least a very

large proportion of the new coun¬
tries with a simple economy based
on the export of raw materials
would be in this same nredica-

(Continued on page 510)

In the final essence it is
known methods probably al¬
ready decided by various in-
dustries and organizations
that will prevail in solving
the knotty problems the end
of the war will bring. And
the market, little concerned
with methods or social solu¬

tions, is in its own way saying
that all the talk, now theoreti¬
cally in a speculative stage,
will resolve itself into action
which will bring higher se- ,

curity values.
# * * ; /•-' "•

The public is still selling.
But the public always sells on
declines and dullness. The

only time the public is inter¬
ested in .stocks is when the
market is active and stocks
are strong.

* * * V;

Last week I mentioned a

list of securities I thought
would be attractive on the

next decline. With the mar¬

ket improving I think some of
the prices I gave were too pes¬
simistic. I now therefor sug¬

gest lifting buying levels all
along the line. ;,Yi

* * y * , C'l 'j
Here's the new list:

Bendix—Buy between 37
and 38V2. Stop at 35. Y v
Bethlehem Steel—Buy be¬

tween 59 and 60. Stop at 57.

Boeing—Buy between 13
and 14. Stop at 12.-
Douglas—Buy between 50

and 51. Stop at 48.
Jones & Laughlin—Buy be¬

tween 22Vz and 23Y2. Stop at
21. ■

Lockheed — Buy between
16 and 17. Stop at 15.
U. S. Steel—Buy between

571/2 and 581/2. Stop at 55. ■

* sfe A

:•..;■5•' r-

More next Thursday. * • . /
—Walter'Wjhyte

[The views expressed in this
article do not necessarily at any

time coincide vnth those of the
Chronicle. They are presented as

those of the author only.]
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Peru Calls For Another Internal'!
Conference Having Broader Scope

(Continued from page 509)

ment. They would have to face
very difficult times which would
continue for as long as this prob¬
lem had to await a solution. If
this is not done in advance, no¬

body can tell for how long it may
drag.
There is also the problem of the

v need of many countries for mak¬
ing large purchases abroad mere¬
ly to refit their productive equip¬
ment which has been deteriorating
during the period when replace¬
ment of machinery has not been
possible. To stand on their feet
after the war, countries will have
to regain their previous produc¬
tive capacity and to do that many
small nations, at least, will have
to import large amounts of ma¬
chinery and spare parts to refit
their equipment and stocks. This
may put too severe a strain on the
exchange resources of even those
countries which have been able
to accumulate a certain amount of
foreign balances. Where the fig¬
ures are relatively small, the
problem may not be of world im¬
portance from the point of view
of the amount of help required,
but sight should never be lost of
the fact that the problem itself,
for each of the countries involved,
may be of paramount importance.
This is particularly so in the case
of those nations who in the im¬
mediate past have only managed
to make small additions to their
foreign exchange or gold hold¬
ings. As long as such re-equip¬
ment only serves the purpose of
bringing back their productive
capacity to where it was before
the war, it cannot be said that
any help received from abroad
will automatically produce enough
exchange for its repayment. Long
term help will thus be required,
and, unless very insignificant in
amount, such long term help
could not come within the scope
of the International Monetary
Fund.

"

Now it seems as if the World
Bank for Reconstruction and De¬
velopment were to be the type of
organization to take care of prob¬
lems of this character. But ac¬

count should be taken of the fact
that the help needed might have
to be of a very long term nature.
Otherwise, it might not have the
desired effect. If the services of
the funds advanced put a severe

strain on the economy of the
needy country, the help extended
would not be really, relieving it
from its difficulties. The point is
that the country receiving help to
meet this kind of difficulty should
only be called upon to meet obli¬
gations arising out of such help
when it can afford to do so. After
all, the idea is to prevent situa¬
tions that have arisen from pro¬

ducing their ill effects, and such
ill effects can as well be caused
by letting the present situation
run its course as by being too in¬
sistent on prompt repayment of
the help granted.
But apart from possible diffi¬

culties such as those just men¬

tioned it does not seem possible
for a monetary scheme like the
Fund to prove workable unless
the world is made safe from se¬

vere depressions which in the
past have acted as strong dis¬
ruptive forces slowing down eco¬
nomic life in a general way

everywhere but with different in¬
tensity in each country.
Much of the discussion of these

problems that takes place today
seems to assume that there will
be no other such general depres¬
sions in the future. That is some¬

thing everyone earnestly desires.
But whether a scheme of this na¬

ture can be basdd on such an as¬

sumption is something which
anyone can be forgiven for doubt¬
ing. When we come to compare
the various measures advocated
to assure prosperity and full em¬
ployment permanently in the

{world we are baffled hot only by
the disparity of the suggestions
but also by the criticism which
each one of them seems to imply,
in one way or another, of the
others. No one can be blamed for
being afraid that too much per¬
haps may be taken for granted;
that wishful thinking may be hav¬
ing the better of cold reasoned
analysis and that, if and when a
depression sets in, it may prove
almost as difficult to overcome as
in the thirties. Even at present,
when in countries at war full em¬
ployment seems to be the case
among the civilian population no
one can overlook the fact that
men and women will one day be
released from the services and
other war government agencies
and that there will then be mil¬
lions thrown into the labor mar¬
ket who may only be able to find
a job for themselves by displacing
those at present occupied.
If a depression were to come,

the lot of the small, raw materials
exporting countries might indeed
be a very difficult one. It was so
during the thirties and no one can
blame them for being afraid that
it may be so again. Supposing
they struggle, as some did last
time, to maintain stable their rate
of exchange by a deflationary
policy at home. This led to a gen¬
eral stagnation in economic life
which caused unemployment, thus
further depressing the standard
of living of the people. The only
thing left to them then was to go
off the gold standard and let the
rate of exchange take its course.
Well, in such' a case, if the Mone¬
tary Fund agreement had already
\bepn in force, would they have
been just as free to make such de¬
cisions based on their intimate
knowledge of their own problem?
After all, it is only natural that
countries with the biggest say in
the administration of the Fund
have their own difficulties and
their own problems more in mind
when determining its policy. Well
now, their policy may not be ex¬
actly the one best suited to the
small countries struggling with
their own peculiar difficulties. Let
us consider, for instance, the con¬
crete case of abandoning the sta¬
bilization and letting exchange
loose to find its own level in a
free market, which ten years ago
proved to be about the only way
out of an extremely difficult sit¬
uation. The international body in
charge of the monetary arrange¬
ments might have frowned on
such a course. Yet, at the same
time, it might not have found
fault with large and important
countries which, by continuing to
adhere to some mistaken policy,
might have been the main cause
of all the trouble. It may even
happen that one or just a few such
large countries might have solved
the problem of many a small one
by changing their fiscal policy, for
example, and letting some imports
enter their markets from abroad.
In fact, by adhering to the wrong
fiscal policy, they may not only
have been hurting a few small
countries but world economy at
large. Yet the monetary govern¬
ing body might have had nothing
to say against that, Nobody can
question the fact that it is not al¬
ways the debtor countries that
are to blame for disruptions in the
relationship of the different econ¬
omies that so often lead to world
depressions. It seems to be rather
the case that creditor nations, by
not always living up to the obli¬
gations inherent in their more for¬
tunate position and by following
short-sighted policies, may come
to upset world trade, impoverish
the lesser countries, and end by
being the victims of their own
deeds.

It is for these reasons that there
seem to be so many misgivings
about the possibility of achieving

success in the monetary field un¬
less some further progress is made
in the matter of avoiding deep
depressions which affect the wel¬
fare of all countries. These mis¬
givings are particularly common
in new raw material producing
nations because their economies
depend mostly on just a few com¬
modities and yet nothing is being
done to provide them with mar¬
kets on which they can count, ca¬
pable of absorbing sufficient
amounts at reasonable prices.
That is why people wonder
whether it is possible for any
scheme of world monetary coop¬
eration to be successful over a
certain period of time as long as
such fundamental economic prob¬
lems as greater freedom of trade
and fair security for large groups
of producers are not tackled. For
if things are left as they were
before the war it does not seem
unreasonable to fear a repetition
of what we witnessed then, when
a strorig current in the interna¬
tional balance of payments con¬
tinued in the same direction for
quite a number of years keeping
in the red the balance of pay¬
ments of the debtor countries.
With this sort of disequilibrium
the Fund could not cope.
Perhaps the basic difference be¬

tween the economies of large in-
dustrial countries and of new raw
material producing nations is not
always given due attention. It is
evident that both are seriously af¬
fected by world depressions such
as the last one, but the effect
seems to be deeper in the new
country. It is also somewhat of a
different character. And then
there is always the lack of re¬
sources upon which to fall back.
It might be said that the solu¬

tion lies in the diversification of
the economies of new countries,
so that they also become indus¬
trialized. There is no question
that everything possible should be
done in that respect and the Bank
for Reconstruction and Develop¬
ment may do a great deal of good
in this field, but the young indus¬
tries will be in need of a certain
amount of protection from the sort
of unfair competition that large
manufacturers in the great indus¬
trial centers can carry on to pre¬

vent them from developing from
the very start. It cannot be ques¬
tioned that we have seen much
disloyal competition killing at
birth what promised to be healthy
enterprises in countries struggling
to strengthen their infant indus¬
trial development.
We might sum up by saying

that there is no question that more
can be achieved at present in the
way of bringing about closer co¬
operation between different na¬
tions of the world than was per¬

haps ever possible before. As such
a favorable state of mind might
not last, an honest attempt should
be made now in this direction. But
for the very reason that world
cooperation is so important, prac¬
tical ; steps should only be taken
when it becomes pretty evident
that enough of every problem has
been considered to have reason¬

able hope of success. Granted this
to be so, we might say that per¬
haps we should not attempt this
work piecemeal but rather in a
comprehensive way. And yet it
must be admitted that though no¬

body can differ from the "Pur¬
poses and Policies of the Fund"
as outlined in the first section of
the Joint Statement of the Ex¬
perts, the machinery in view does
not give the impression of being
comprehensive enough to achieve
such aims. The question seems to
be whether the International
Monetary Fund. or the World
Bank can stand on its feet unless

adequate steps are taken at the
Same time to have freer trade in
the world, to have proper markets
for the staple products on which
so many national economies de¬
pend, and to assure full produc¬
tion and employment and pre¬
vent the occurrence of severe

depressions. In other words,
whether it is possible to thave
successful monetary cooperation
without setting up, at the same

time, a; comprehensive scheme
that will coyer the basic economic
and financial ground on which
monetary matters rest. And this
is most important for we should
not fail to take advantage of the
present mood of public opinion, so
much in favor of world coopera¬

tion, and at the same time we
should not run the risk of bitter

disappointment that may set back
all attempts at achieving unity of
action in the world for very many

years to come, •
Lord Keynes in his speech in

the House of Lords on May 23;
speaking on the subject of the
Monetary Fund, is reported to
have said the following:
"If the experts of the American

and British Treasuries have pur¬

sued the monetary discussions
with more ardor, with a clearer
purpose and, I think, with more
success so far than has yet proved
possible with other associated
matters need we restrain them?

If, however, there is a general
feeling, as I think that there is,
that discussion on other matters
be expedited, so that we may have
a complete picture before us, I
hope that your Lordships will en¬
force this conclusion in no uncer¬

tain terms. I myself . have never
supposed that in the final outcome
the monetary proposals should
stand by themselves."
And Secretary Morgenthau in

his opening address after his elec¬
tion to the Chair of the United
Nations Monetary and Financial
Conference, spoke as follows:
"We are more likely to be suc¬

cessful in the work before us if
we see it in perspective. Our
agenda is concerned specifically
with the monetary and investment
field. It should be viewed, how¬
ever, as part of a broader program
of agreed action among nations
to bring about the expansion of
production, employment and trade
contemplated in the Atlantic
Charter and in Article VII of the
mutual aid agreements concluded
by the United States with many
of the United Nations. Whatever
we accomplish here must be sup¬

plemented and buttressed by other
action having this end in view."
And further on, in the same ad¬

dress, he said the following:

"But provision for monetar
stabilization alone will not me

the need for rehabilitation of wa
wrecked economies. It is not, i
fact, designed toward that end.'
is proposed, rather, as a perm'
nent mechanism to promote e

change stability. Even to ,di
charge this function effectively,',
must be supplemented by man
other measures to remove imped
ments to world trade." *

It seems sensible to cover t
whole economic ground and n
to leave some of the problems f
later treatment. Measures shou
be taken in other fields that ha
a bearing on the whole econom
situation as mentioned by Lo
Keynes and Secretary Morge
thau in the quotations just give
Mr. Harry D. White implied '
much in his opening address
the first meeting of Commission
of the Conference. At the prese

Conference ' both the 1 Moneta
Plan and the Project of the Wor
Bank can be thoroughly studi
and revised with the greats
possible care. That will be ?
much of the work accomplishe
But at this meeting it should
resolved that an Economic St
bilization Commission or a Co
ference on Commercial Policy
organized at once to seek a sol
tion to those other problems. T
Conference has shown how mu

can be accomplished • at the
meetings and as some time w

elapse before the different natio
formally ratify the Internatio'
Monetary Plan and the Wo
Bank Project, a commission t"
started working now might ■

ready with actual proposals
time to allow of their being
into effect all at the same ti
Many countries may delay rati
cation of the Fund and of M
Bank on the plea that they do
think the two plans cover t
whole ground and that unless
solution is also worked out i

the other problems these two ca

not be satisfactorily taken c

of, and these countries would ha
no such excuse if they were c

fronted with a comprehensi
scheme taking everything {i
account.

NAM Study Shows Corporation Profits Low In
Relation To Tremendously Increased Product;

American business is making money, but at a lower rate t
it was before the war, it was shown on July 27 by Robert M. G
lord, President of the National Association of Manufacturers. It
pointed out by Mr. Gaylord that although the dollar volume of cor
rate profits was considerably higher in 1943 than in 1939. last ye
net earnings were low when considered in relation to the treni
dously increased volumeofproduc-^

$298,000,000,000 as againsttion

$131,000,000,000 in 1939. The rate
of profit declined from 3.1 in 1939
to 2.8 in 1943. Production in¬
creased 127%, and profits 101%.
"Profits are staying in line, even
in wartime, when they don't go
up as fast as output," said Mr.
Gaylord, who is President of the
Ingersoll Milling Machine Co.
of Rockford, 111.
The figures were made public

in an analysis of the nation's
wartime profits which was pre¬
pared by NAM's Research Divi¬
sion under the direction of John
C. Gebhart. This study, which
held a statistical mirror before
the nation's expanded wartime
economy, showed that while busi¬
ness is making money, its annual
rate of profit was—less than the
average rate of peacetime years
of 1936, 1937 and 1939.
The study, based primarily on

Department of Commerce figures,
revealed that the actual corporate
profit figure in 1943 was $8,200,-
000,000 on a., gross volume of
$298,000,000,000.
With regard to the figures Mr.

Gaylord said:
"These are big figures, but we

could scarcely expect to see little
ones when we consider the tre¬
mendous expansion that has taken
place -in the past three years.
While the dollar' volume of prof-

that all of these profits were-1
in cash, but that a high percei
age is represented by inventor
and receivables, which are- t
worth 100 cents on the doll
Another large part of these '
called profits are tied up in<'
cess profits tax credits which
be paid at some unknown futi
date. :

"When we consider these con

tions, and the fact that industr
earning lower profits on its w
time sales than it did on pea

time sales, which were se1r
competition, then industry ha.
right to feel that it has not o
done a good job in producing
war, but that it has done that
at a fair price." . „. m
The NAM analysis, which is

companied by numerous tabic
statistics, reveals the definite ^
rigid limitations which have jt
war profits in line with the;
tional conscience, and sets fo
some highlights which cast furt
light upon current concepts
wartime business. In making p

lie the results of the study
NAM says:

"Dividend payments, for e£
pie, have had no spectacular *
despite the increase in the amo
of money corporations earned,
general, total dividend paym
were substantially lower in^l

_ and 1943 than they were in
its is big, it must be remembered prewar years of f 1936 and 193
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.("As a matter of fact, only about;
half of industry's earnings have?
been paid out in dividends. For the
past three years business has beenj
plowing back about 50 cents of;
eveiy dollar it earned into work-j
ihg capital. These "retained earn-i
ings" are tied up in inventories
and. receivables which will have a

doubtful value after the war. Cer¬
tainly, they will not be worth
their full book value* therefore,
while they are technically profits
they are in part paper profits.
"Wages and salaries skyrocketed

from $44,000,000,000 in 1939 to
$102,000,000,000 in 1943, an in¬
crease of $58,000,000,000, or 131%.
The profits increase was $4,000,-
000,000, or 101%. Wages and sal-
dries, therefore, have run well
ahead of the volume of goods pro¬
duced, while profits have run be-
ind.

^"Income taxes were approxi-
ately twelve times those of 1939,

although dollar profits before
ta^es were increased only about
our, times. American corpora¬

tions have paid Federal taxes
amounting to $33,000,000,000 in
the^past three ydars, a sum great-
r than all corporate income taxes
om, the Armistice of 1918 to
earl Harbor in 1941.
""•There are other factors im¬

plicit between the lines bf the
AM study which reflect general
usiness concern for actual short
rm working capital needed for
e transition period of war to
eace. This is evident in the sta-
Istical demarkation between prof-
ts as cash money and profits still
n paper,* or tied - up in - inyen-
^ies." * " / \ ,

I s "The analysis mirrors the
hanging conditions surrounding
e entire .subject of business
rofits to reveal a present-day
ack of finality concerning it. In
ther words, business is, and has
een making money, but it does
not yet know exactly how much
in the light of long-term limiting
"actors, and taxes, or how much it
ill need to finance its share of a

uture geared, according to cur-
ent economic estimates, for a na-
'onal income of perhaps $150,-
10,000,000 and some 55,000,000

postwar jobs."
In his further comments Mr.
laylord says:

T"lf yve "do have a national in-
ome of $150,000,000,000, it is go-
"ng to require a lot of new invest-
ent in industry. Certainly, in-
ustry cannot support an economy
f that size on the present capital,
either can industry supply all of

•hese 55,000,000 jobs. Manufac-
urers will supply about 25% of
hem, provided there is the neces-
ary investment in manufacturing
nterprises. • -

;Vi "This profit study should dispel
nee and for all the idea that the
ar has greatly enriched all in-
ustry.. - It does show, however,
hat industry, except for a few
lajor -cases of hardship, should
ome out of the war in a. reason¬

ably' healthy' condition, and with
additional capital, should do its
"ull share in creating postwar
rosperity. Capital, of course,
all not be invested in unsound
nterprises, therefore our future
conomic well-being depends
pon the soundness of business at
e end of the war."

Calendar Of New Security Flotations
OFFERINGS

IDAHO POWER CO. has filed a regis¬
tration statement for 60,587 shares of 4%
preferred stock, $100 par value. Under¬
writers are Blyth & Co., Inc., and hazard
Freres & Co., New York, 45% each, and
Wegener & Dalyi Inc., Boise, 10%. Com¬
pany will offer," to holders of, its 32,130
shares of 7% and 28,457 shares of $6
preferred stock' the opportunity to ex¬
change their shares for new 4% preferred
stock on a share; for share basis together
with $8 in cash-land accrued dividends to
Aug, 1, 1944. The exchange offer will be
open from about July 1 to July 22. The new
preferred stock! will be cumulative from
Aug. 1, 1944. Any shares of the 7% and
$6 i preferred sto^k not deposited for ex¬
change will be" redeemed on Aug. 1, 1944,
at $110 per shade plus accrued dividends
to that date; * The underwriters haw
agreed to purchase any of . the 4% pre¬
ferred shares not issued pursuant to the
exchange offer'. "The price to the public
will be $102 per share. Filed June 13.
1944. Details in "Chronicle," June 22,
1944. • '

. . ,

Unexchanged? 21,000 shares offered at
$102 p^r share.

NATIONAL AUTOMOTIVE FIBRES, INC.,
has filed a registration statement for 86,-
310 shares of common stock (par $1). Pro¬
ceeds will be used to increase working
capital .for >yirar purposes, and to place
company in a position to carry additional
inventories and "3 additional notes and ac¬

counts receivable for anticipated post-war
business; paxticiularly in the automotive
field. Reynolds^ Co., New York, is prin¬
cipal^^ underwriter. Filed June 30, 1944.
Details in "Chronicle," July 13, 1944.
Offered July .28 at $11.50. per share by

Reynolds & Co., Schwabather & Co. and
Laurence M.VMarks & CJo'. - *.

NEW FILINGS
List of issues whose registration

statements were filed less than twenty
days ago, grouped according to dates
on which registration statements will
in normal course become effective, un¬

less accelerated at the discretion of the
SEC.

ribute toWoodrowWilson
On the motion of Josephus Dan¬

iels, who served -as Secretary of
jthe Navy under Woodrow Wilson,
the Democratic Convention at
Chicago adopted on July 20 a res¬
olution of tribute to the 1912-20
President. Reporting this, the
Associated Press said:
"Gov. Colgate' W..| Darden of

Virginia seconded the resolution
offered by thq„ Raleigh publisher.
Adopted by a unanimous voice
vote, it said:

'Resolved, That this conven¬
tion consecrates itself to the ad¬
vancement of lasting peace, w /.

'We pause to pay tribute to
Woodrow Wilson. ,

'In his leadership of his party
and the Republic he gave us the

SATURDAY, AUG. 5
GRIESEDIECK WESTERN BREWERY

CO. has filed a! registration statement for
13,506 shares1 of common stock (no par).
The shares are issued and outstanding and
do not represent new financing by the
company. Price to the public is $33 per
share. Edward^D. Jones & Co., St. Louis,
is named principal underwriter. Filed July
17, 1944. Details in "Chronicle,",July 27,
4944"i

* "t ' 'MONDAY, AUG. 7
WALTER E. HELLER & CO. has filed a

registration statement for 27,500 shares of
'5%% . cumulative preferred • stock (par
$100), with nondetachable common stock
.purchase warrants attached,- and 55,000
shares of common stock'(par $2). A maxi
mum of 15,731 Shares of 5V2% cumulative
preferred, with* warrants," will be offered
in exchange for the 7% cumulative pre¬
ferred stock outstanding. Any of the 15,731
shares not accepted in exchange are to be
included among-'the shares to be purchased
by the underwriters.; Offering price to the
public is $104 a share. Each warrant will
entitle the holder to purchase two shares
of common stock at $35 per share on or
before Sept. 30, 1947, and at $17.50 per
share thereafter to Sept. 30, 1950, when
the warrants expire. Net proceeds will be
applied to the retirement by redemption or
exchange 6f '62,$27 shares of 7% cumula¬
tive preferred, par $25, at $26.50 per share.
Balance of the net proceeds is to be used
by the company for general working funds.
F. Eberstadt & Co., New York, heads the
group of underwriters. Filed July 19, 1944.
Details in fChforiicle," July '27, 1944.

TUESDAY,-AUG. 8
HANCHETT MANUFACTURING CO. has

filed a' registration statement for $450,000
first mortgage convertible - 5 Vn %■ bonds,
series A, maturing serially, from 1945 to
11964, and 45,000-shares of common stock
($1 par)/#The .shares are reserved for
issue . upon - conversion of $450,000 first
mortgage convertible bonds. Underwriter
is P. W. Brooks & Co., Inc., New York.
Proceeds will be-applied to the reduction
of bank loans, filed July 20, 1944. De¬
tails in "Chronicle," July 27, 1944.

WEDNESDAY, AUG. 9
FLORIDA - JPOWEE CORP. filed a regis¬

tration statement for 40,000 shares cumu¬
lative preferred stock (par $100).' The
dividend rate will be supplied by amend¬
ment. Net proceds from the sale of- the
new preferred stock, together with addi*
tional funds from the treasury to the ex¬
tent required, are to be applied as follows;
Redemption of 28,762 shares 7% cumula¬
tive preferred at $110 per share $3,163,820;
redemption of 5,940 shares of 7% cumula¬
tive preferred at $52.50 per share $311,850;
donation to Georgia Power & Light Co. to
be used for redemption of certain of its
securities as provided in recap plan of that
company $1,400,000; payment to General
Gas & Electric. Corp. for 4,200 shares of
$6 preferred of Georgia Power & Light Co.
$75,1500, andrexpenses $80,000, total $5,-

031,270. Stock is to be offered for sale by
the company pursuant to Commission's
competitive bidding Rule U-50, and names
of underwriters will be filed by post-effec¬
tive amendment. The succesful bidder will
name -the dividend rate on the stock
Filed July 21, 1944. Details in "Chronicle,"
July 27, 1944. *

THURSDAY, AUG. 10
BIRMINGHAM ELECTRIC CO. has filed

a registration statement for $10,000,000
first mortgage bonds, series due 1974. In¬
terest rate will be supplied by post-effec¬
tive amendment. Price to the public will
be filed by post-effective amendment.
Company is a subsidiary of National Powr
& Light Co. which is the .sole owner of the
545,610 shares of its outstanding common
stock. The net proceeds, together with
such additional cash from its general
funds as may be required, will be used for
the redemption, at 101 and accrued inter¬
est, of all of the company's first and re¬
funding mortgage gold bonds, 4%% series
due 1968, outstandiftg in the principal
amount of $10,000,000., The bonds will be
offered by the company for competitive
sale pursuant to the Commission's com¬
petitive bidding Rule U-50. The names of
the underwriters will be filed by post-
effective amendment. Filed July. 22, 1944.
Details in "Chronicle," July 27, 1944.

THE E. KAHN'S SONS CO. has filed a

registration statement for 35,000 shares
5% cumulative preferred stock (par $50).
Company intends to offer to the present
holders of 7% cumulative preferred stock,
par $100, the opportunity of exchanging
such holdings for 5% cumulative preferred,
par $50, on the basis of one share of the
former for two and one-fifth shares of
the latter, with adjustment in cash for
accrued dividend. It is the intention of
the company to call for redemption at the
earliest call date all 7% cumulative pre-'
ferred not exchanged at the call price of
$110 per share and accrued dividends. Any
unexchanged stock acquired by underwrit¬
ers will be offered to the public at $50 per
share. ■ There are 10,397 shares of the
$100 par preferred stock -outstanding.,
Westheimer & Co., Cincinnati, "Ohio, i*
named principal underwriter. Filed July
22, 1944. Details in "Chroijiiqle," July 27,;
1944.

SATURDAY, AUG. 12
ST. PAUL COURT APARTMENTS, INO.

has filed a registration statement for
$250,000 bonds or notes secured by a first,
mortgage deed of trust covering the apart¬
ment property known as St. Paul Court
Apartments. The bonds or notes are being
offered to the present holders of first
mortgage certificates of Certificate Hold-
ers^jCorp. in exchange for such first mort¬
gage certificates. The bonds or notes are
being offered in an amount equal to the
par amount of first mortgage certificates.
Filed July 24, 1944. Details in "Chronicle,"
July 27, 1944.

DERBY OAS & ELECTRIC CORP. has
filed a registration statement for an un¬
determined number of shares of common
stock (no par).
Address—33 Pine Street, New York.
Business—Registered public utility hold¬

ing; company.
•Underwriting—To be filed by amend¬

ment.

Offering—To be filed by amendment.
Proceeds—To be used in connection with

the acquisition of the securities of the
Danbury & Bethel Gas •& Electric Light
Co., a public utility company of the state
of Connecticut, from Cities Service Power
& Light Co.
'Regirtration Statement No. 2-5433. Form

'S-l. (7-24-44).

MONDAY, AUG. 14
ATHEY TRUSS WHEEL CO. has filed a

registration statement for 71,590 shares of
common stock (par $4). The shares are
issued and outstanding and do not repre¬
sent new financing by the ^ompaay.
Address—5631 West 65th Street, Chicago,

111. " ' ' " ' .•

' Business—Tractor-trailers, wheels, tools,
etc.

Underwriilrig—Brailsford & Co., and C.
O Kalman,, Paul K. Doels and Edwin
White are considered to be the principal
underwriters of the securities according to
the prospectus. /
•Offering—Price to public will be sup¬

plied by amendment. 1
Proceeds—The proceeds go to the selling

stockholders.

Registration Statement No. 2-5434. Form
S-2. (7-27-44(.

vision of world peace and tran¬
quility.
" »'We highly resolve to complete
the tragically unfinished task,
r «<vVe -remember that he fore¬
told the' world tragedy of this
global war, when his plan; was
rejected and denied.'"

DATES OF OFFERING
UNDETERMINED

We present below a list of Issue*
whose registration statements were filed
twenty days or more ago, but whose
offering dates have not been deter¬
mined or are unknown to us.

ARDEN FARMS CO. has registered 35,-
714 shares of $3 cumulative and partici¬
pating preferred stock, without par value.
Company has offered to holders of its
preferred stock rights to subscribe for
shares of the new preferred at the rate
of one share for each 2V2 shares held
at $45 per share. Company proposes to
sell to the public any shares not sub¬
scribed. Net proceeds will be used to im¬
prove the cash and working capital posi¬
tions of the company and to the acquisi¬
tion of additional plants, No underwriters
named. Filed June 21, 1944. Details in
"Chronicle," June 29, 1944.

BEN-HUR PRODUCTS, INC. — $300,000
5% convertible debentures, series of 1943,
due Feb.,-1, 1951 and 11,400 prior pre¬
ferred shares (for purpose of conversion).
Proceeds to retire bank loans and working

& Co. named underwriters. Filed Dec. 20,
1943. Details in "Chronicle," March 9,
1944. . n' 1*.#,4..i?*

Registration'statement withdrawn July
20, 1944. . ' ■-;*

BROOKLYN UNION GAS CO. has filed a

registration statement for $12,000,000 25-
year sinking fund debentures due Aug. 1,
1969. Company plans to refinance its en¬
tire outstanding debt by the issuance and
sale to che public of $12,000,000 debentures
and the concurrent issuance and private
sale of $30,000,000 general mortgage sink¬
ing fund bonds, 3% % series, due Aug. 1
1969. The net proceeds of the sale of the
new securities will be applied together with
approximately $6,000,000 from the general
funds of the company to the following pur¬
poses: payment at maturity May 1, 1945,
of $14,000,000 first consolidated mortgage
5% bonds; to pay at maturity $6,000,000
first lien and refunding mortgage bonds
series A, 6%, due May 1, 1947; $10,000,000 1
to redemption on Nov. 1, 1944, of $10,000,-
000 first lien and refunding mortgage
bonds, series B, 5%, due May 1, 1957, and
$18,000,000 to redemption on Sept. 9, 1944,
of 20-year 5% debentures. The .last two
redemptions involve the payment of $300,-
000 and $360,poo in premiums, plus inter-
estj::*xespec(tively!'':-^"''Si^Moseley^^'-Cd.^
Boston, is named principal underwriter.
Filed June 29, 1944. Details in "Chronicle,"
July 13. 1944. v
The New York P. S. -Commission >on July

27 informed company that the Commission!
will not approve the refunding plan in
present form. Bialsey Stuart & Co., Inc.,J
offered to purchase the debentures at par
and foold the debentures in escrow for

competitive sale later in the year. The
Commision, it is expected, will require
competitive bidding for both issues.

EMPIRE DISTRICT ELECTRIC CO. has
filed a registration statement for $10,600,-
•000 first mortgage bonds, 3%>% series due
1969, and 350,000 shares of common stock
(par $10). The shares of stock are issued
;and -outstanding and are being offered fo*
the ' account of Cities Service Power &
Light Co. The net proceeds to be re¬
ceived by Empire District from the sale
of the bonds, together with the net pro-
ceeds from the sale of <6,500 shares of 5 %
cumulative preferred .stock, par $10Q,
which the company expects to sell con¬
temporaneously with the issue and sale of
the bonds are to be applied to the re¬

demption at 101% of $10,044,900 first
mortgage and refunding bonds, 5% series,
due March 1, 1952, and to the redemption
at 105 of $851,200 of Ozark Power & Light
Co. first mortgage sinking fund 5% bonds
dud' March 1, 1952, assumed by Empire.
Empire District Electric Co. which is con¬
trolled by Cities Service Power & Light
Co. proposes to acquire by merger the
properties of Ozark Utilities Co., Lawrence
County Water, Light & Cold Storage Co.
and Benton County Utilities Corp. In con¬

junction with this merger Cities Service
Power & Light Co. is surrendering 611 the
securities of the constituent jcompanie
owned by it in exchange for an aggregate
of 350,000 shares of comnion stock, $10
par, of the Empire District Electric Co.
Both the bonds and stock will be offered
for competitive bidding under the Com¬
mission's competitive bidding rule U-50.
Names of the underwriters will be filed by
amendment. Filed July 1, 1944, Details
to "Chronicle," July -6, 1944.

EQUIPMENT FINANCE CORP. filed a
registration statement for 14,000 shares
4% non-cumulative series 2 preferred, par
$100. Price to the public $100 per share.
Proceeds for acquisition of factory and
warehouse buildings and additional trucks.
Filed May 19, 1944. Details in "Chronicle,''
May 25.

EXCESS INSURANCE CO. OF AMERICA
nas filed a registration statement for 48,-
981 shares of capital stock (par $5).,
Shares are to be offered for subscription to
present stockholders of record May 31,
1944, on a pro rata basis at $8 per share.
Net proceeds will be added to company's
capital and surplus funds. Unsubscribed
shares will be sold to Lumbermens Mutual
Casualty Co. for investment. Filed May
29, 1944. Details in "Chronicle," June 8.
1944.

FLEMING COMPANY, INC., has -filed 8
registration statement for .2,500 shares oi
preferred stock, 5% cumulative ($100 par).
Prioe to public $103 per share. Proceeds
will be used to increase working capital
through the reduction of bank loans.
Beecroft, Cole & Co., Columbian Securi¬
ties Corp. and Seltsam & Co., Inc., are
underwriters. Filed June 3, 1944. Details
in "Chronicle," June 8. 1944. ;^... ..v,

GERMANTOWN FIRE INSURANCE CO.
has filed a registration statement for 50,-
000 shares of common stock, $20 par, and
voting trust certificates for said stock
Policyholders of Mutual Fire Insurance oi
Germantown are to have pre-emptive
rights to subscribe for the common stock
at $20 per share in proportion to the
respective premiums paid by them upon
insurance policies issued by Mutual. Vot¬
ing trust certificates representing shares
not subscribed will be offered to the gen¬
eral public at the same price. All stock¬
holders will be asked to deposit shares in
the voting trust for a period of 10 years.
Bioren & Co, are underwriters. Filed
May 29, 1944. Details in "Chronicle,"
June 8, 1944. -•

HAYES MANUFACTURING CO. has
registered 100,000 shares of common stock
$2 par value. Net proceeds will be received
by Porter Associates, Inc. The moneys
paid to the corporation by Porter Asso¬
ciates, Inc., on account «f the purchase of
said shares will, in the estimated amount
of $187,500, reimburse the corporation in
part for the $200,000 expended by it in
purchasing such shares. Porter Associates,
Inc., underwriters. Details in "Chronicle,"
May 31. Filed May 25.

MICROMATIC HONE CORP. has filed a

registration statement for 75,000 shares

(par $10), The preferred is convertible
into 75.000 shares of common stock (pa-
$1). ■-Proceeds will be available for gen¬
eral corporate purposes, Watling, Lerchen
& Co., Detroit, is named principal under¬
writer. Filed July 10, 1944. Details in
"Chronicle," July 20, 1944.

MIDLAND COOPERATIVE WHOLESALE
has filed a registration statement for
$250,000 subordinated debenture notes,
bearing interest at rate of 4% per annum
and maturing in five and ten years from
date of issue. Notes are to be sold at their
face value, only to members of the issuing
corporation and individual members of its
corporate stockholders. Proceeds will be
used to increase working capital and re¬
duce bank loans. Filed June 12, 1944.
Details in "Chronicle." June 22. 1944. • "

MORRISON-KNUDSEN CO., INC., has
filed a registration statement for $200,000
series K 5% preferred stock and $300,000
series L 6% preferred stock, both $100 par
value. Securities will be offered by Mor-
rison-Knudsen Co., Inc., at par. Any part
of the issue not sold by company officials
will be sold through Wegener & Daly,
Inc., Boise, Idaho, as underwriters. Com¬
pany in an amendment filed June 10
proposes to "offer $100,000 4% series F
demand certificates and $100,000 4% series
Y certificates at $100. Proceeds for work¬
ing capital. Details in "Chronicle," May
31. Filed May 23. V

NORTHERN INDIANA PUBLIC SERVICE
CO. has filed a registration statement for
220,078 shares of 5% cumulative preferred
stock, par $100 per share. Company plans
to issue the 220,078 Shares of 5% preferred
stock to effect the retirement by exchange
or redemption of an equal number of
shares of its 7%, 6% and 5Va% preferred
stock, the exchange to be on a share for
share basis plus a cash payment to be filed
by amendment. Filed May 17, 1944. De¬
tails in "Chronicle," April 27, 1944.
Exemption from competitive bidding rule

denied by SEC in opinion issued May -5,
1944.v Company on May 12 filed an
amendment with the SEC proposing invita¬
tion of competitive bidding on the stock
under rule U-50.

Proposals for exchange and purchase ti
the 5% preferred stock were received by
the company ;up to 10 a.m. CWT July 10.
Only one bid,; made by Stone & Webster
and Blodgett, Inc. and associates, was

received, which the company rejected. The
price named by the bankers was 101.
In amendment filed July 29 company

proposes to exchange the new 5% preferred
stock for (1) 69,858 shares "7% preferred
on share for share basis, plus $13,533 m

cash; (2) 124,505 shares 6% preferred on
share for share basis plus $5,766 in cash;
(3) 25,715 shares 5%% preferred on sharr!
for share basis, plus $3,133 in cash. Un¬
exchanged shares through underwriters ai,
not less than $102. First Boston Corp. may
be underwriter. '. .

;; PUBLIC SERVICE CO. OF OKLA.—$l,-
500,000 5% cumulative .preferred stock
(par $100) and $6,600,000 first mortgage
bonds, series A' 3Va% due Feb. 1, 1971.
Stock is for exchange of $6 preferred of
Southwestern Light & Power Co. (sub¬
sidiary) on share for share basis. Bonds
will be offered for sale at competitive bid¬
ding. Registration effective Jan. 10, 1944.
Filed Dec. 21, 1943. Details in "Chronicle,"
March 16, 1944.

VERTIENTES-CAMAGUEY SUGAR CO.
OF CUBA.—696,702 shares of jcommon
stock ($6.50 par), U. 8. currency. Of shrs.
registered, 443,850 are outstanding and
owned by the National City Bank, N. Y.
Several underwriters have agreed to pur¬
chase $1,663,500 of first mortgage (col¬
lateral) 5% convertible bonds of company,
due Oct. 1, 1951, owned by National City
Bank, N. Y. Underwriters propose to con¬
vert these bonds at or prior to closing and
the 252,852 shares of common stock which
are received by the underwriters on such
conversion, together with the 443,850 shrs.
previously mentioned, will make up -the
total stock -to be offered. Harriman Ripley
& Co., Inc., N. Y., principal underwriter.
Filed Mar 29, 1944. Details, in "Chronicle,"
April 6, 1944. ,c

Revenue Freight Ton-
Miles Up 8,5% In June
The volume of freight traffic

handled by Class I railroads in
June, 1944, exceeded the same
month last ^ear by 8.5%, the
Association of American Rail¬
roads announced on July 21.
Freight traffic, measured in ton-
miles, amounted to approximately
63,000,000,000 ton-miles, accord¬
ing to preliminary estimates based
on reports just received by the
Association from Class I railroads.
'

Class I railroads in the first six
months of 1944 performed approx¬
imately 5.7% more revenue ton-
miles of service than in the same

period of 1943, 271/2% more than
in the same period of 1942, and
154% more than in the first six
months of 1939.
The following table summarizes

ton-mile statistics for the first six
months of 1944 and 1943 (000's
omitted):
Period— 1944 1943 Inc.

1st 4 mos._ 242,748,437 229,820,329 5.6%
1st 3 mos,_ 242,748,437 229,820,329 5.6%
Mo. of May- *64,000,000 62,146,617 3.0
Mo. of June 163,000,000 57,968,242 8.5

capital. Pacific Co. of Calif, and Wyeth 5% cumulative convertible preferred stock

Total ___ 369,748,437 349,935,188 5.7%
♦Revised estimate. tPreliminary estimate.
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JOHN T. CHIPPENDALE,-JR. , J|

Although the commercial banks have been given only very lim¬
ited participations in both the Fourth and Fiftn War Loan Drives,
they nevertheless have been important in both of these drives in
an indirect way. ... It is indicated that the reporting member
banks of the Federal Reserve System during the Fourth War Loan
purchased, exclusive of bills, about $1,900,000,000 of outstanding Gov¬
ernment obligations, consisting of $218,000,000 of certificates, $999,-
€00,000 in notes and $683,000,000 in bonds. ... A similar trend was
shown during the Fifth War Loan when these banks bought aside
from Treasury bills $3,065,000,000 of outstanding Government securi¬
ties with certificates amounting to $1,862,000,000, notes aggregating
$320,000,000 and bonds totalling $883,000,000. . . .

While total sales of Government obligations during the Fifth
War Loan will probably exceed $21,000,000,000 compared with

, $17,300,000,000 raised in the Fourth War Loan, the question is
raised whether larger loan drive totals do not mean larger pur-

. chases by the banks of outstanding Government securities. . . .

Individuals, as well as corporations and other institutions, have
subscribed heavily to the securities offered in these drives, but they
in turn have sold some of the outstanding issues in order to make
these new purchases. ... The principal buyers of the outstanding
obligations have been the banks who have become more important
in each drive, and this indirect financing of the War Loan effort
by the commercial banks mean a corresponding increase in bank
deposits. . . . While this indirect participation by the banks in the
War Loans has thus far been held to modest proportions, the point
of discussion is whether such a condition will continue to prevail
in the future. . . ,

A study of the purchases of outstanding Government obliga-
: tions made during the last War Loan by member banks in the
12 Federal Reserve Districts shows that the banks in the New
York and Chicago districts were the largest buyers of the cer-

*

tificates with the greater part of the notes and bonds being taken
by institutions outside of these two areas. . . . The San Fran¬
cisco and Atlanta banks, aside from those in the New York
district, were the largest buyers of the notes, with the San Fran¬
cisco institutions next to New York in the purchases of bonds. . . .

FIFTH WAR LOAN SALES

The Fifth War Loan gives every indication of exceeding a grand
total of $21,000,000,000, and such a figure would make it the most
successful drive so far undertaken by the Treasury. ... While final
results have not yet been announced, many estimates have been
made, and one of them is as follows:

. Certificates $4,750,000,000
Notes 1,950,000,000
Tax Notes 2,400,000,000 ... . .

'

, Bonds 8,500,000,000
Savings Bonds f 3,500,000,000

Whether the final figure be $21,000,000,000 or $22,000,000,000, as
expected by some people in the financial district, it shows that a
tremendous job has been done, and one the whole country can be
proud of, since this very large amount of funds has been made avail¬
able for the war effort without a corresponding increase in deposits
and purchasing power, neither of which are needed at this time. . . .

It likewise indicates that the Treasury will be in a comfortable cash
position for some time to come, which miay mean that the next
"War Loan" or "Victory Loan," reported in some quarters to be
scheduled to begin on Armistice Day and to end on Pearl Harbor
Day, may not come until early 1945. . .

PARTIAL EXEMPTS SENSITIVE

The partially exempt securities have just gone through another
jittery period, although the latter part of last week they settled
down with some strength appearing near the end of July, so that
in the course of the past 10 days they have ended about un¬
changed. . . . Due to the substantial premium at which these obli¬
gations are selling and the decreasing supply the market is quite
thin, and it does not take many bonds either way to have a pro¬
nounced effect upon the prices of these obligations. . . . The Ruml-
Sonne tax plan, which was recently published and calls for the
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abolition of corporation income taxes, was reported to have been
the principal unsettling factor in the market for partially exempt
securities. ... It is reported that several institutions that are sub¬
stantially interested in these obligations are closely watching tax
developments particularly, as they might effect these securities, since
there appears to be considerable differences in opinion about future
taxation. . . . Nevertheless, there seems to be agreement on one

point, that there will be no reduction in taxes while the war is
on. . . . It is indicated that there are at least two prominent schools
of thought on future tax problems, namely, those that believe there
should be an immediate lowering of all corporate taxes when hos-
tilties cease, and those who contend that taxes should remain high
with only a gradual reduction with the return of peace. . . . The
latter group maintains that substantial sums can be collected by the
Government with only minor tax reductions during the period of
good business that should follow the war, and this money can be
used to retire Government bonds and cut debt charges. ... No
changes are looked for in the normal rate at first, but a gradual
lowering of the excess profits and surtaxes would take over a period
of time. ... • *;■ ■

DIVERGENT TAX VIEWS, BILL OFFERINGS
AND MARKET ACTION

These different ideas on future taxation are having an effect
on the partially exempt obligations, but it is pointed out that
until the war is won and we are on our way back to more normal
conditions too much probably will not be known about the future
tax structure. . . . With heavy debt charges and large Govern¬
ment expenditure indicated even after the war ends, a national ,

budget of between $18,000,000,000 and $20,000,000,000 is forecast,
which means taxes must remain high for a considerable period.
. . . Accordingly, it has been reported that the interested groups T
that have been studying this problem of taxes have concluded
that, pending further clarification of future tax matter, it is still
advisable for institutions that need tax protection to continue to
hold their partially exempt obligations. . . .

The recent announcement of invitations for tenders on $1,200,-
000,000 of Treasury discount bills to replace the $1,017,000,000 matur¬
ing August 3, brings to an end the 13 weeks' cycle of $1,200,000,000
offerings and with it interest as to whether the next weekly invi¬
tation for tenders will be raised to $1,500,000,000. . . . The last in¬
crease in the weekly bill offerings of $200,000,000, the largest ever
made by the Treasury, took place early in May following 47 weeks
in which the bill offerings amounted to about $1,000,000,000. If the
Treasury is to raise new funds by means of the discount bills, as
many contend, an increase in the weekly offering to approximately
$1,500,000,000 is to be expected. . . .

The Government market in taxable issues was firm in the
past week with-continued out-of-town banking buying still being
in evidence with most of the activity taking place in the 2%
group with soihe buying taking place in the 114% notes due
Sept. 15, 1947,' and the 114% notes due Sep. 15, 1948. . . .

Fifth War Lean Oversubscribed— Yield
'

V $20,639*,000 V
It was made known on Aug. 1 by Secretary of the Treasury

Morgenthau that the Fifth War Loan Drive resulted in total sub¬
scriptions of $20,639,000,000. The goal was $16,000,000,000. The
corporation quota of $10,000,000,000 was exceeded by $4,309,000,000
and the individual quota of $6,000,000,000 was exceeded by $330,-
000,000, said Washington advices Aug. 1 to the New York "Times"
which added that according tc<3>
preliminary figures, the E bond
goal of $3,006,000,000 was ex¬
ceeded slightly. In the same ad¬
vices it was stated that Mr. Mor¬
genthau hailed the final yield as
an "unprecedented total" and a
"remarkable achievement, possi¬
ble, because of the whole-hearted
cooperation of all the American

^ people" and "excellent news to
i send to our fighting men."

j Sec. of the Treasury Morgenthau
announced on July 7 that the sub¬
scription books for the four issues
of marketable securities would

close, and the Fifth War Loan
Drive would terminate, at the
close of business July 8. These
issues are the 2^2% Treasury
Bonds of 1965-70, the 2% Treasury
Bonds of 1952-54, the 1V4% Treas¬

ury Notes of Series B-1947 and
»the %% Treasury Certificates of

Indebtedness of Series C-1945.
Sales of the three issues of sav¬

ings bonds. Series E, F and G, and
of Series C Savings Notes, would,
he said at that time, continue. The
Treasury announcement added:
"Subscriptions for the four is¬

sues of marketable securities
which are placed in the mail up
to midnight of July„ 8 will be
treated as timely subscriptions.
As previously announced, sub¬
scriptions for savings bonds and
savings notes processed by the
Federal Reserve Banks or the

Treasury up to the close of busi¬
ness July 31 will be credited to
the Drive." •

Secretary Morgenthau an¬
nounced on July 5 that the official
Treasury. Department circulars

governing the current offering of
2V2% Treasury Bonds of 1965-70
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and 2% Treasury Bonds of 1952-
54 have been amended to permit
deferred payment for such bonds
allotted to life insurance com¬

panies, to savings institutions, and
to States, municipalities, political
subdivisions and similar public
corporatons, and agencies thereof.
Payment in full on any such sub¬
scriptions must be completed on
or before Sept. 30, 1944., The
Treasury Department's announce¬
ment also said: '

. ,

"The Secretary stated that the
Treasury has received a number
of requests , for such an amend¬
ment. It has been pointed out that
in the next few months there will
be substantial accumulations in
the way of premiums and deposits
and payments to sinking and other
funds. This provision affords an

opportunity to arrange at this
time for the investment of such

anticipated funds.''
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Broadway, New York City, have
prepared a memoranda on Great
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believes appear attractive at cur¬
rent levels. Copies of these in¬
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