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R. B. Semler, Inc.
Triumph Explosives 3
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The Bank’s Bond Portfoho

By J..E. MORRIS*
Vice-President, City Bank Farmers Trust Co.
Bank Executive, After Analyzing Recent Changes In Bank Assets, And
The Declining Ratio Of Bank Capital To Deposits, Suggests That Banks
Take- The Following Measures To Offset The Risks Of Higher Interest
Rates And Swollen Depesits: (1) Hold In The Shortest Term Govern-
ment Securities The Amount Of Deposits Held Above The 1941 Normal
Level; And (2) ‘l_nvest Deposits Under This Amount In Bonds Having
Staggered Maturities Of 1 To 10 Years With 6 Year Average Maturity.
In a survey of the present bond problem as related to banks we
cannot thmk of bonds alone, but rather of the position the bonds
- occupy in -the »-
financial,
“structure of |
the bank

These bonds
surrounded

Conv,
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New York Curb Exchange
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* Tel. REctor 2-7815

- Sealile Bond Traders
1 ]

.Elect New Bfficers
g SEATTLE,  WASH.—The - fol-
lowing have been elected officers
of the Seattle Bond Traders’ Club
for the coming year:

President: Hugh R. Schlicting,
Wm. P. Harper & Sons.

Vice-President: George Barnett,
MacRae & Arnold.

Treasurer; W. L. Stein; Bram-
hall" & Stein,

Secretary: David =K. Jackson
Bank of California, N. A.

The Dollar Mystery

By PHILIP CORTNEY
“Vice-Chairman of the Board ‘and Treagurer of Coty, Inc.
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. tvith proper
safeguards can
represent our
chief bulwark

.of strength
and =~ without

safeguards
they could be-

.come our most
vulnerable as-
set.” The bond
accounthas
become more

a. problem 'of

: m athematics

J. E, Morris than ~one " of

investment... Under -the “circum-

stances it is necessary” to present

certain figures in order to discuss
‘this problem.

The pubhshec{ reports - of  the
FDIC indicate that investments of
all members have increased in the
last nine years from 19 billion dol-
lars to over 65 billion dollars.
During that same period total
.capital funds have shown only a
‘nominal increase from 6.2 billions
to 7.5 billions. - This  comparison
‘calls attention to the decreasing
‘margin of protection represented
by capital, surplus and undivided
profits as related to the total in-
vestment portfolio. At the earlier
date the surplus, undivided profits
‘and reserves - (exclusive of. cap-
ital) of all the FDIC member
banks was equal to 15% of total
investments and has now declmed
to a margin of approximately 7%

A comparison of this 7% mar-
gin with the margin ordinarily
required against collateral loans
dramatically illustrates  the im-
portance which the investment ac-
count has attained as a factor in
bank - management. If we con-
stantly remind ourselves of the
1ncreased leverage that poten-

#Address made by Mr. Morris
at 51st Annual Convention of the
Kentucky Bankers Association in

| Louisville, Oct. 11, 1944,

(Contmued on page-1704)

Writer Points Out The Existence Of Two Problems:
And Sterling Problem. - Explains Why The Solution Of One of These |
Problems Is Not Necessarily A Solution Of The Other.

Dollar Problem

Misconceptions As To.The Misconduct :Of The United States As A

Creditor Nation Between' The Two-World Wars..
British Economists Do Not Show Any Enthusiasm Regarding The Even- |
tual Reduction Of United States Tariffs.
‘And Indicates The Elements Of A Solution Which Might Help Solve The

British Problem.

States Reasons Why

Qutlines British Difficulties

The title of this article ‘is borrowed from the text of a study

Wthh appeared in the .well-known English ' publication,
~ |San Fran. Bond Traders
 |Installation Dinner

Economist”'”
The -ifact is ! ¥
that American
economy, both
domestic and
in its relations
with = foreign
countries, pre~
sents baffling
problems. It
isnetessary to
study the in=
tricacies - and
interests  in-
volved in
order . to  be
able to follow
the interna-
tional negotia~ - /
tions which
aretaking:
place, or the -

Philip Cortney -

either. openly ‘or behind closed
doors. The problems are certain-
| ly difficult but fiot beyond human
grasp. - The answer to these baf-
fling questions depends mainly on
‘he intelligence and good will: of
men; the nature of the solution
will,— to a large extent,- influence

the destiny of the civilized world.
This article deals chiefly with 'the
problem  of the dollar in its re-
lation to the rest of the world.

The Conduct Of A Creditor Nation
The conditions of their econom-
ico-social balance in the frame-
(Continued on page 1694) .
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ald.

decisions = which w1ll be madeA

SAN - FRANCISCO, - CALIF.—

| The annual installation dinner of
| the San Francisco Bond Traders’

Association was held.in the Gar-

| den Room at the Fairmont Hotel

on Friday; Oct. 13.
. The following officers were in-

| stalled for the 1944-1945 term:

President: - George . Kammerer,
J. S. Strauss & Co.
Vice-President:

Sutro & Co.
Secretary-Treasurer: Ken' Don-

Dlre?f'tors ‘Frank Boyer; Ed
Foley, Kaiser & Co.; Matthew
Morton, Davis, Skaggs & Co.; and
Frank McGlnley

Gurdon Mead Is Kgr.
0f Chas. A. Day Dept.

BOSTON, MASS.—Chas. A. Day
& Co., Inc., Sears Building, mem-
ber of the Boston Stock Exchange:
announces that Gurdon . Mead
now: is associated with its organi-
zation as Manager of its Listed Se-
cu11t1es Department.

‘' Mr. Mead had been 1dent1f1ed
with the investment business for
many years and - has wide ac-
quaintance - on the ' Street and

Tony . Bottari,

.{ among investors. -

'FASHION PARK, Inc.

| Makes men's clothes; “Stein Bloch”,
! “Fashion Park”, etc. Owns Weber &
| Heilbroner, . Also sells to retailers
! evervwhere. No reconversion prob-
"lem. Attractive postwar outlook,

i All investpent dealers should send
! for our detailed report.
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What'Is The Stock
Market Outlook Now”

By SCHROEDER BOULTON
Pariner, Baker, Weeks & Harden

Investment Analyst Maintains A “Bull” Market Began 214, Years Ago|a
And That The Market Has Much That Is Good Ahead Of It Bases
This Prediction Both On Statistical Data And On Increasing Optimistic
Sentiment In Business Arising From The Backlogs Of Demand And The
Vast Accumulations Of Liquid Finances. Sees The Expected Difficulties
Of The Early Post-War Period And The Expected Prosperity. Of The
Later Period As Opposing Forces And States That Many Securities Are

Now At Low Prices Considering Prospects Of Post-War Prosperity.

1 am going to present briefly the reasons for certain favorable
conclusions rega1d1ng the outlook for stock prices. These conclusxons

will have,
perhaps, - few
of the usual
“hedge
clauses.” In
hbeing un-
equivocal, I
realize that'I
may run seri-
ous risk of'
becoming a
“false  proph- -
et.”” When the
market later
develops, as it
must, either
tavorably “or
unfavorably,
you may pos-
sibly remem-
ber whether
ihe conclu-
sions  were helpful, or merely
misleading and confusmg My
object, however, ig not to con-
vince anyone, but to set before
you some of the more important
considerations of which an inves-
tor should be aware, when trying
* to make up his own mind concern~
“ing what kind of market we have,
“and what kind of market we shall
* have. I shall merely offer certain
ideas and suggestions which may
be useful to you, in making up
your own minds, .
It would not be fair if I did not
indicate that my approach is what
is ‘generally described in . the
Street as that of a “Fundamen-
talist,” rather than of a “Tech-
nician.,” I have the greatest re-
spect for able technical or chart

"*An address delivered by. Mr.
Boulton before the Association of

Schroeder " Boulton

* Customers’ Brokers in the Gover-

nors’ ‘Room of the  New York
Stock Exchange on Oct. 10,1944,

analysxs and a great deal of that
is  being  done; Even at times
when ' the consensus of . techmcal
opinion (provxded there is a con-
sensus) - is - incorrect, it ~'still’ is
helpful to know what this opinion
is,. as ‘chartists in and:of -them-
selves . constitute an @ important
market force.

Chartists themselves often. con-
stitute the explanation (indepen-
dent of other factors) of why, at
given levels, the market runs into
heavy selling, or large buying.
Evén the unprofessional student

| |is familiar with -how -the-penetrg-

tion of resistance levels always is
followed by activity. on.the: part,
of those who take their charts se-~
riously, and the student must al-
low for this phenomenon in'any
understanding of over-all market
conditions. Under certain circum-

{stances it has been easier to pre-

diet what action would be taken
by the majority of technical stu-
dents than what the market 1tself
would do. :

Good technical work represents
an' indirect effort to determine,
from the market’s own action, the
direction and power of the basw
forces, as well as of the.tempo-
rary forces, affecting the price
behavior of stocks - and bonds.
Theoretically, a perfect technical
approach will reflect with a high
degreée of accuracy all of the mar-
ket factors, so far. as they show
up in the day-to-day and week-
to- week fluctuatlons of the mar=
ket.

However, in"my own résearch;’

I have found it more sat1sfactory
to make an effort to. get directly,
rather than indirectly, at an.un-

derstanding of market forces:: .Thel

(Contmued on page: 1698)

We are interested in offerings of
, High Grade
Public Utility and Industrial
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Spencer Trask & Co.
- 25 Broad Street, New York

Telephone HAncver. 2-4300 Teletype NY 1-5
Members New York Stock Exchange

_|Future Of Government Secunhes

By RAYMOND RODGERS*

Professor of Banking, School of Commerce, Account and Fmance,
New York Univer stty d

Professor Rodgers Holds That Barring A Sharp Inﬂatmnary Increase In
Price Level, Interest Rates: Are Not Going ‘To Rise Appreciably For
Three Or Four Years After End Of War. Enumerates Controls He Feels
Treasury And Federal Reserve Authorities Could And Would Exercise
To Keep Rates Down Or Push Them Even Lower.

Today I want to discuss just one phase of the banks’ support
of the war effort, thelr holdings of Government securities, The com-

mercial and

savings banks lowmg the end of hostilities. The
of "the: U, 'S, asset government securities has
hold $75,800,- become so large that it overshad-
000,000 (June ows everything else in banking —
30, - 1944)  of in fact, it has become almost syn-
government onymous - with banking.  The fu=
securities .and. .
the Federal
Reserve banks
hold ‘an addi-
tional $15,-
592,000,000
(August 23,
1944).  These
vast “holdings
will continue
to ' increase
-until . the war
is “over' and,
as I shall ex-

will continue to be for years, the
burning $64 question for all of us.
And, unfortunately, there are
many answers to the question.
Crackpots, dumbbells, bureau-

crats and economic fakers are al-
ready busy in the back rooms of
our great democracy working out
solutions which range all the way

—*An address made by Professor
Rodgers before the 14th New Eng-
land Bank Management Confer-

D8 bn, 3 ence, Oct. 11, 1944, at the Hotel
moment, . will increase sharply Statler, Boston, Mass

durmg a conslderable perlod fol- (Continued-on page 1700) .. :

Extra Curricular Achvmes

SEC Delays Decision On 5%, Principle thle Pursuing
Voluntary And Unnecessary Surveys.

¢ Too much time and effort of administrative bodies is
consumed and dissipated in self-praise. Some have specially
employed and paid public relations counsel. This wasted
energy could well be applied to the performance of those
statutory duties which properly belong to the. sphere in
which the particular organizations function.

. An all too patent transgressor is the Secur1t1es and Ex-
change Commission.

For self-laudation it takes the prize. :

" In its releases and orders there is almost always the
meticulous care to emphasize that what is being done is for
the benefit and protection of the public. It is high time the
public was permitted to judge for itself umnfluenced by the
self-serving declarations of the Commission.

Is it in the public intercst for the Securltles and Ex-
change Commission to have consumed more than three
months without as yet having decided the snnple issue in-
volved in the “5% spread phllOSophy”"

Is such decision being purposely delayed until after the
Presxdenhal election?

“Make no mistake, the issue is all 1mp01tant

Let us consider some current developirnents which bear
uponit.

Raymond Reodgers

(Contmued on page 1685)

ICHTENSTEN

(m—— AND COMPANY jo!

ONE BID IS WORTH |
1000 QUOTES

The Chxnese tell us that one pic-
ture is worth 1000 words. We say
that one bid is worth.1000 quotes
on the kind of - obsolete stuff that
you haven’t a Chinaman’s chance of;
~cashing in elsewhere! :

Obsolete Securities Dept..

99 WALL STREET, NEW YORK
Telephone: WHitehall 4-6551

TITLE COMPANY
* CERTIFICATES

BOUGHT - SOLD - QUOTED

Complete Statistical Information

L. J. GOLDWATER & CO.

Members New York Security Dealers Assn,
39 Broadway

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

ture of these vast holdings is, and |

Liberty ' Aircraft
*Mid-Continent
*National Airlines
- *Northrop Aircraft
Rohr Aircraft

Bought == Sold
#Circular on Request

J.F.Reilly& Co.

Members it
New York Security Dealers Asan.
|111Broadway,New York 6, N.Y,
- REctor 2-5288
Bell System Teletype, NY 1-2480 ~
“Private. ere to "Los Angeles™

Bartgis Bros.
Federal Screw Works
Gisholt Machine Co.

Haloid Corp.

Laclede-Christy Clay. Pr.
Miller Mfg. Co.
Segal Lock ‘& Hdw. Pfd.

Bought-—-Sold :

I[[ﬂ Eq. 1926 [

Members New Yurk Securlw Dealers Ass'n,

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

Haytian Corp.
Punta Alegre
Merchants Distilling
Tybor Stores

DUNNE & CO

Members New York Security Dealers Assn
{25 Broad St., New York 4, N. Y.
Tel WHitehall 3-0272

~ PANAMA COCA-COLA
- Dividends declared 1944 to date — $2.75 .

Dnldends 1943 - $4.50
1942 - 3.65

- Approximate sellmg price — 30
Circular on request

- Hort, ROSE & TROSTER
Established 1914 - .
74 Trinity Place, New York 6, N. Y.

s Telephone BOwling . Green. 9-7400.. Teletype: NY 1375

Public National Bank_
& Trust Co..

Third quarter analysis
atailable on request

C. E. Unterberg & Co.

Members New York Security Dealers Assn
61 Broadway, New York 6, N. Y.
Telephone BOwling Green 9-3568

: Teletype NY '1-1666
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://f(aser.stlouisfe’d.org/




THE COMMERCIAL & FINANCIAL CHRONICLE

. Thursday, October 19, 1944

ACTUAL MARKETS.
IN 250
* ACTIVE ISSUES

Aetna Life

Aetna Standard Eng.
Alabama: Mills -
American Hardware

Auto Car

Bendix Home Appl.
Continental Casualty
Douglas Shoe, Com: & Pfd..
Deep Rock 0il

Electrolux*

Emerson Radio

Great American Industries*

H. & B. Amer. Machine Pfd.*

. International Detrola
Liberty Aircraft New'
Magazine Repeating Razor
Merchants Distilling*
Moxie
Nu-Enamel
Purolator
Riley Stoker*

Scovill Mfg.*
Standard Stoker
Title Guarantee & Trust

- Triumph- Explosives

Wickwire Spencer

Aspmouk Corp.

Amer. Window Glass, Com. & Pfd.

Aute. Car
Axton-Fisher “B”
_ Bird & Son%
British Gaumont
Brockway Motor¥
Buda Co
Cons. Cement “A"%
Consolidated Textile
Crowell Collier P. Com.
Eagle Fire Insurance
Eastern Corporation
- Federal ‘Machine & Welding
H. & B. Amer. Machine, Pfd.*
Interstate Bak. Com. & Pfd.
Loft Candy
Marmon Herrington
Merrimac Mills
Mokan i
Oxford Paper '
Pierce Butler
Poilak Manufacturing
Punta Alegre Sugar
Remington Arms’
H, H. Robinson Fia
Talon
Textron Pfd. & Wrnts.©
Tokheim Oil Tank & Pump
United ‘Drill “A” & “B”
United Stove
Vicana ‘Sugar 68

American Export Air Lines
Chicago & Southern Airlines
Continental Airlines
Mid-Continent ‘Airlines
National Airlines

Amer, Gas & Power & Wrnts,

Birmingham  Gas

Conn. Light & Power Com.

Cons. Elec. & Gas Pfd.

Derby Gas & Electric *

Federal Water

linois Power Div. Arr. and Com.

Iowa Southern Util. Com.

Mass, Power & Lt. $2 Pfd.%x

Nassan & Suffolk Ltg. Pfd.

Puget Sound Pr. &-Lt.

Queensboro Gas & Elec. Pfd.

Scranton Springbrook Water Pfd.
Southwest Natural Gas

Du Mont Lab, “A”*
General Instrument*

. International Detrola
Magnavox Corp.*
Majestic Radio & Tel. &
P. R. Mallory:
Stromberg Carlson
Submarine Signal

CHICAGO TRACTIONS

*Circular on Request

Member . Pe ecu Y er a
120 BROADWAY, NEW .YORK 5
REctor 2-8700  NY 12

Direct wires.to Boston & Phua
ENTERPRISE ’PHOI%J ; ,

!

I
|
|
|
A
|
|
1
|
|
I
|
|
|
|

] Prospenty L

| unusually significant, -

Art Metals Construction
Crowell Collier Pub. Co.

Magazine Repeating Razor United Light & R’y W l.
Bought - Sold - Quoted

GoopBoDY & Co.

Members N. Y. Stock Exchange and Other Principal Exchanges

. 115 BROADWAY
NEW YORK
“TELEPHONE. BARCLAY 7-0100

Oxford Paper Com:& Pid,
Stremberg Carlson

+.105 WEST-ADAMS ST.
CHICAGO:
TELETYPE NY.1-672

Long Distance 238-9

Girdler Corpo‘ryal:ion Stock:
Bouqht—Sold——Quoted

THE BANKERS BOND €05

INCORPORATED
lst FLOOR; KENTUCKY HOME LIFE BLDG.

" LOUISVILLE 2, KENTUCKY

Bell Teletype. LS 186

Pennsylvania Edison

New York

Chicago

PUBLIC UTILITY PREFERRED STOCKS

American Utilities Service Corporation
Black Hills Power and Light Company
.Céntral Power and Light Company
Michigan Consolidated Gas Company
Minnesota Power and Light Company
Missouri Utilities Company
Montana Dakota Utilities Company -
" Northern Indiana ‘Public Service Company
Northern States Power Company

Peoples Light and Power Company
Public Service Company of Indiana, Inc.

Bought — Sold — Quoted

ACALLYN=vCOMPANY

Incorporated

. Boston

Company

Milwaukee

. Minneapolis

The International Aspecls

0f

Economic Policy

By WINTHROP W. ALDRICH *

€hairman, The Committee on

International Economic Policy

Chairman of the Board, The Chase National Bank of New York
Prominent Banker Asserts We Are Committed- To Organizing Qur

Under Private Enterprise.

“1 Economic Life So That. Everyone Shall Find. Productive”Employment
Holds Function Of Government In Interna-

tional Trade Should Be Limited To Negotiations With Other Governments
That Will Create An Orderly Framework Within Which Individuals Can

Trade.

Calis For Restoration Of “The Most Favored Nation” Treatment.

Describes Work Of Committee On International Economic Policy As A
Democrafic Process Of Puttmg Forward ldeas Vital To Our Future

v

This' years Natxonal Forelgn Trade Convention  seems to me

- There is no more important subject to discuss

as this war
comes to an
end than how
we. may best -
mobilize  and
marshall = our
economic re-
sources so. as
to contribute
most to last-
ing peace and
to the restora-
tion of world
prosperity.
Every  Amer=
ican "has a

‘| stake in_this

problem. We
have- gone
through two
wars in a gen-
eration, the
most” destructive wars in history.
The first world war was followed
after a brief period of false re-
covery by the most severe eco-
nomic and financial convulsions
the world has ever known. Our
own country suffered heavily, but
the convulsions were world-wide.
This is @ world  problem. The.
soliticians  flatter . themselves’
when they blame each other—or
take credit to_  themselves—ifor |y
causing or curing depressions.
We should not allow ourselves
to be deluded.” The solution of
‘he problems we shall face after
this war will call for the utmost
offort on the part of business men,
and indeed -of the whole com-~

nunity, as well as of governments,
Our .economic system,. if it is to

(W, W. Aldrich -

" remain a free system, works as a

!result of widespread initiative ex-

ercised within: a framework of
orderly - government. ‘- Not only
our own, but other governments
and peoples are vitally concerned
in. its operation., It is difficult
enough at any time to' secure
agreement among so many inter-
ests and organized groups. In a
period of confusion and distress
at the close of a great war this
difficulty is much greater. Al-
ready we have clear indications
of the obstacles - that must be
faced in organizing effective gov-
ernment and restoring economic
activity in the countries that have
been liberated from enemy occu-
pation. Itis common sense to aim
at simple and workable measures
of international cooperation, leav-
ing as much as possible to the
forces of private initiative. If we
allow ourselves to be maneuvered
into - elaborate and complicated
measures of regulation, what we
will end up. with will be a cum-
brous and ineffective system of
Stite. regulation and monopoly.
i The ultimate result of. this will be
economic nationalism and a com-
plete breakdown both of inter-
Dational cooperation and of eco-
nomic’ freedom within our own
commumty

Great 1ssues are at stake in the'

“An address made by Mr, ‘Al-
drich before the Luncheon Session
of ".the 3lst Natior_xal Foreign
Trade Conventior, New York
City, Oct. 11, 1944,

(Contmued on page- 170>8)

. BOSTON, MASS.

CHICAGO

An Outstanding Cement Stock
‘With a Dividend Arrearage

‘Riverside Cement

Class A

$1.25 Cumulative Participating
Stock

Market 1235 ~ 13,

Circular sent upon. request

LERNER & CO.
10 POST OFFICE SQUARE
BOSTON 9, MASS.

Tel. HUB 1990 Teletype BS 69

CARTER H. CORBREY & CO0.

Wholesale Distributors

Middle West — Pacific Coast
For

UNDERWRITERS
SECONDARY MARKET
DISTRIBUTION
CHICAGO 3

135 LaSalle St.
Rand olph 3002 CG 3562

LOS ANGELES 14
650 S. Spring St.
- Trinity 3908

DALLAS

Republic
Natural Gas CQ.

New analyszs aumlable
on request

SCHNEIDER, BERNET
& HICKMAN -

Southwestern -Life Bldg.
‘Dallas 1, Texas
Teletype DL 286 Long Dnstance 106

Gilligan Appointed
Adv. Mgr. Of Phileo

John¥F, Gilligan' has been ap-
pointed: Advertising Manager of
Philco. .Corp.,
today by James H. Carmine, Vice-
| President in charge of merchan-
dising. ‘&

Mr, Gilligan joined Phllco in
1922 and has served in important
positions in the sales, advertising
and - order "departments.’

In 1931 he became assistant to
Larry E. Gubb, then general sales
manager, and now Chairman of
the board of directors of the com-
pany. In addition to his other
activities at that time, he set up
and directed the company’s sta-
tistical and market research sec-
tion.

In 1936, Mr. Gilligan was
named Manager of the Specialty
Division and for the following five
years .was in charge of sales of
Philco radio-phonographs
farm radio receivers. During the
war emergency he has been serv-
ing as Manager, of the Priorities

Division.

Cement Stocks Look Good;
“Noggins” Interesting

Florida Portland Cement Com-
pany and Giant Portland Cement
Company offer . attractive - post-
war possibilities and are espe-
cially “ well situated .to = benefit
from post-war construction, ac-
cording. to memoranda prepared
by G. A. Saxton & Co., Inc., 70
Piné ‘Street,” New = York  City:
Copies of these releases may be
had: from the firm upon request.

Also available in a memoran-
dum and supplement of recent de-
velopments in New Orleans Great
Northern,

An Outstanding
Post War Stock

Long:Bell Lumber

Common
(Circular sent upon‘ requeét)

COMSTOCK & Co.

CHICAGO 4
231 So. La Salle St.

PHILADELPHIA

Dearborn 1501

it was - announced |

Lukens Steel Common -

Western Light &
Telephone

Common
Mea{w on Request. 5

BUCKI.EV BROTHERS

Members New York, Philudelphia and

Los Angeles Stock Exchanges
Private Wire System between

Philadelphia, New York and Las Angeles

1529 Walnut Street, Philadelphia 2

. Los Angeles
Hagerstown, Md.

New York
Pittsburgh, Pa.

N. Y. Telephone—WHitehall 3-7253

~and |

We have a continuing interest 4in:.

Southern Advance Bag

& Paper Co.

" Common Stock

'BOENNING & CO."
1606 Walnut St., Philadelphia 3

Pennypacker 8200
Private Phone to N. Y. C,
COrtlandt 7-1202

PH 30

‘ Mutual Chemical of Amefica

Common

- Alan Wood Steel Preferred
‘Black-Clawson Common
De Long Hook & Eye
Jehn Irving Shoe

Common & Preferred -

Penmgton, Colket & Co.

123 8. Broad St., Philadelphia 9, l’a

Phila. Phone
Pennypacker 7700
Teleiype PH.180

New York Phone
Hanover 2-0310

L
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(oo WE ARE‘P.LEASED»TiQ.ATNNOUNCE-THE
} ol L Rl i et A AR s e Tt :
; 3 ASSOCIATION jWITH US. OF . |
MR. RUSSELL M. ERGOOD, Jr. =
- 'AS MANAGER OF OUR -~~~ =" 7"

MUNICIPAL BOND DEPARTMENT i

N

I

" Incorporated

NEW YORK 5, N. Y.
22120 Broadway

. PHILADELPHIA 9, PA.
123 So. Broad Street

Pittsburgh Allentown . Williamsport

*

® Scranton . e

: : WElBU].[
BONDS
Lihel WITH. o
Coupons Missing

GUDE, WINMII‘.LY& Co.

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

| Randall
Company -

“B” Common |

GeorgeR.Cooleys Co.|
INC,

' 52 William St., New York 5
WHitehall 4-3990

| How Can American Enterprise
Finance Post-War Requirements?

By HENRY J. KAISER*

Prominent Industrialist Says That Only Through Production Will We
Be Able To Avoid Inflation And Support The Heavy National Debt.
Contends That There Must Be “A Practical. Means Or Agency For
Mobilizing And Making Available The Risk Capital Which Is.Essential
To A Dynamic Economy” And That The Industries Which Were Born Out

Of The War Must Be Continued If We Are To Have “The Employment |

Essential To Our Peace And Prosperity.” Holds A Credit Agency Is

Required To Furnish Risk Capital, And If Private Industry And Private |

Finance Cannot Assure This: Essential They Are Doomed.

As I listen to the various points of view recorded in the daily
press as to how ‘American enterprise can finance its post-war re-
quirements, : A
opinion seems
ta fall in three
categories.
At one - ex=
treme- are
those who
picture the
United States,
and the world
in general, as
doomed to
carry a crush~
ing burden of
debt-  for at
least a gener-
ation, if not
for half a cen--
tury. I -am
reminded
a little of the
figure of

Christian in Bunyan's “Pilgrim’s

ing to this school, need concern us
very little particularly when we
owe them to each other. There
are some who say that we should
go on spending all that.is neces-
sary to maintain the economy at
some figure usually between $150
and $200 billions in annual na-
tional income. : %

. As usual the truth will be found
somewhere between these two ex~
tremes. It will be wise to base
analysis ‘on certain essential as-
sumptions. To begin with, our
money and’ the national debt are
completely interdependent. If the
value ‘and . standing of either
should ‘break ‘down, both -would
be equally -impaired. . The prom-
ises to pay, or the bonds, which
evidence the debt, are written in
terms of dollars. At the same

Henry J. Kaiser

" AMERICAN BANTAM CAR -

"'+ Common and 6% Cum, Conv. Preferred .-
: . BOUGHT — SOLD

it S .77 Circular on Request :

' HomRoSEGTROSTER

0 5 e 3 Established 1914 - i

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

Progress,” who carried the bur-
den of his sins on his shoulders
through one ordeal after another
until it finally fell off just before
he ‘entered the City Celestial.
Some- commentators: would have
us believe that our generation and
the next, and -perhaps another,
will just manage to survive until
the war debt has been liquidated.
A.realistic way to ‘dispose of .such
pessimistic,theory might.be {o de-
clare that. unless the debt burden
| can ‘be: borne. :without crushing
L man’s hope. it is. more: than:likely
b to be vepudiated. oy ]
At the other; extreme of .finan-
cial speculation.about the future

is:the' point of view- that doés not |.

| seem- to -be. clearis Debts,-accord-|

time these very bonds become a
part of the legal backing for the
money which is in circulation:

Is it not a fact that we have in
the United States today the great-

"est volume of mioney and bank

deposits, which - the - country . has
ever known? .Larger, perhaps, by
two or three times.than they were
in 1929, the year of our greatest
pre-war prosperity. - I read that
when allowances for reconversion,

r)enegoti‘aftip‘;v1 -and ‘taxation have |

1 5An. Gddréss by M, Kaisery [

rlw‘"adeabefore ‘the New York Finan-

cial - Writers.~Association.-:in. the:

gqtglg Delmenico; New York: City;
ct.'5, 1944 o

RS

We are pleased to announce that

‘MR. HARRY B. SPRING -

= (Formerly with Wertheim & Co.)

has become a general partner in our firm
2 “Mr.-Spring-will head our-Research Department’

specializing in Corporate Reorganization Securities.

et %TCCT\G@&QU“\PC\]\\‘ et
' Members New Yorl Security Dealers Association. %
37 WALL STREET e« NEW YORK 5
: 7 Tel. TTAnover 2-4850
October 16, 1914 e

'HART SMITH & C0.

 Extra Curricular Activi_ties

; (Continued on page 1683) :
_ Foremost, to- our mind, comes the survival-of small

business. s :

¢ In-a recent declaration, Senator James"E. Murray - of
Montana, Chairman of the'Special Committee to Study Small
Business Problems, said: ; :

“ .. 'now that the war is approaching a conclusion, a

struggle is on foot between big and little business . . .”
~ .. .in nearly every industry in our country, we find
“four or five large organizations in control . . .”, i

“Those who have been benefited and enriched through

Government contracts and the expansion of their in-

dustries appear to be wedded to the idea of bigness.”

Of course; one of the ways in which we can protect and
help preserve Small Business is to exempt small capital is-
sues from the prohibitive expense and unnecessary delays in-
volved in registration with the Securities and Exchange Com-
mission. . That is apparently the thought behind the Van-
denberg Bill which would exempt issues up to $300,000 from
the rigamarole of the Commission’s supervision on initial
issuance. B

Another potent and imperative method is to' create and
stimulate a-ready and liquid market: in the small capital
issues. Sl G ;

As we have repeatedly emphasized, ‘success. in our-re-
‘conversion period, the creation of an adequate number of
jobs for our returning men and women—these depend to a
considerable extent on healthy. market conditions in small
capital issues. . i

- What will be the effect of the existence and enforcement
of the 5% spread philosophy” upon this picture?

The poll conducted by us indicated a firm conviction
on the part of brokers and dealers generally that such en-
forcement would prevent the existence of a ready and fluid
market in small capital issues. »

' " WITH SO LARGE A STAKE IN THE BALANCE, THE
SEC PLAYS POSSUM AND HOLDS UP ITS DECISION ON
THE “5% RULE.” . deton 7 E
*... - Does the Commissio’ﬁ%\_

1

laim it is overworked and under-

corporations; efe.2 - <

i E

\i i THERE:SHOULD BE: A~ DECISION- ON*THE “3%

7" (Contined on page 1708) ~~:. SPREAD2 NOW. : THE DELAY IS NOT TO BE EXCUSED.,

manned?. Then why in the name of common sense. doesn’t.
it stick toits last? . ‘Why doesn’t it stop taking on extra curri=|
¢ular; activity such-as making surveys on:earnings of listed

AMERICAN MADE
MARKETS IN

"\ cANADIAN ]
T\ SECURITIES /-
»Aldréd lnv_estnient Trust

. 455, 1967
@ 45 yield over 109

 Investment Bond & Share.

5s, 1947
@ 67 yield over 10%

London Canadian " Investment -
4,3, 1948
@' 92 'yield 7.10%
Steep: Rock Irom Mines'Ltd.’
" 55, 1957 '
@ 95 yield 6.05%

52 WILLIAM ‘St., N, ¥.' 5 ‘HAnover 2-0980
Bell Teletype NY 1-385°
;New York =~ Montreal - Toronto

American Water Wks.. & Elec. .
55, 1975

‘Community Water: Service
6s, 1946

Central Public Utility 51/5s,- 1952

East Coast Public Service

L 4s, 1943
Eastern Minnesota Power .
3 5Y%s, 1951 -

Savoy-Plaza 3-6s, 1956

Frederic H. Hatch & Co.

Incorporated
Members N. Y. Security Dealers Ass'n
63 Wall Street *  New York 5, N. Y,
Bell Teletype NY 1-89%

Pacific Coast Stock -
'Exchanges
Open to 5:30 P. M., (z.w.1.)

Quotations and executions: for hrokers,
dealers and. institutions. on: Pacific
Coast securities,: including those
which also have eastern markets,

Direct wires

DeanWiTTER & Ca.

Members New. York Stock Exchaige
San. Francisco Stock Exchange
and other security and commodity exchanges

14 WALL STREET - BArclay 7-4300

~New " York . 'San Francisco
Los Angeles Honotulu

- American Maize Prqducté Co. .
General Tin Investment
Tokheim Oil Tank & Pump Co.

Ohio Match -
Universal Match

Frederic H. Hatch & Co.
Incorporated P
Members N, Y, Security Dealers Ass’n

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

Park & Tilford

- 'WARRANTS -
“WANTED:

STATE DISTRIBUTING
|- COMPANY

. 950 Dierks. Building :

|" Kansas’ City 6, Missouri
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6% & 1%

* Northern States Power (Del.)

Peoples Light & Power

$3 Preferred

Bought 4 i Sold it Quoted

PAINE, WEBBER, JACKSON & CURTIS

ESTABLISHED 1879

Preferreds

Public Utility Securities
Refunding Program Goes Into High Gear
" The amount of utility tinancing in the first eight months of 1944
was over twice that of the same peuod of 1943 and larger than in

1942, though considerably smaller than in 1941 and 1940. However,
beptember volume, estimated at $144 millions, was far above the

earlier level, and October will probably be even heavier.

siderable number of deals are also
tion, hut some of them may have¢
to be deferred until after the War
Bond Drive and the year-end holi-
day period.
The utility industry has been
“busy in ‘the past two or three
. wears adjusting ‘itself to the re-
‘ quirements of Section 11 of the
! Holding Company Act. A majority
of the independent companies had
already refunded their high cou-
pon issues in the 1930’s, but many
holding company subsidiaries had
{0’ defer their programs until they
could satisfy the Federal Power
Commission, the Securities and
Tkchange Commission and  the
State Commissions regarding plant
write-offs, amortization charges,
holding company contributions to
improve capital set-up, ete. As fast
as these matters were ironed out,
the companies undertook refund-
ing programs, but the tempo was
slow - because of the crowded
schedules of - the two Federal
agencies, as well as the dlfflcul-
fies = of ~effecting '~ compromises
where serious adjustments were
deemed necessary. Thus Electric
Power & Light, important sub-
holding company in the Electric
Bond and Share system, did not
undertake ‘the major refunding
program for its numerous subsid-
iaries until this year, and Ameri-
can Power & Light has not yet
sotten its program under way.
Utilities were slow to undertake
the refunding of their preferred
stocks because of tax difficulties.
in the 1942 tax law, Congress
tightened the utilities’ tax burden
by exempting from the 16% sur-
tax an amount of net income (of
operating companies only) equiva-
ient to preferred dividend  pay-
iments.  But for some reason this
provision did not apply to new is-
sues, until the law was later
amended. Even now there are
certain technicalities in the appli-
cation of the provisien whien re-
main confusing. - Thus the cor-
porate holder: of -a utility pre-
férred stock must pay the 16% tax
from - which the utility .itself
chined exemption. This means
that the corporate holder pays an
income tax of 196% on dividend
income, compared with 6% on the
income from an industrial or rail-
road preferred stock. ' This, of
Loulse, tends to retard the pur-
chase of new utility preferred is-

sues by fire insurance companies,

Crescent Public

A con-
“on the fire” for later consumma-

investment trusts and other cor-|

porate investors. However, amend-
ment of the law earlier’ this year
removed the distinction between
old and new preferred stocks, and
apparently paved the way for re-
sumption of-preferred refundings,
of which there has heen a consid-~
erable volume this vear. The fact
that refunding savings for pre-
ferred stocks are "niot taxable,
while those ‘for bonds are, has
probably stimulated activity some-
what.

Recently a third kind of re-
funding program has gotten under
way.. With bond prices around an
all-time peak "level, it -suddenly
became obvious that 3% % and
3% % high grade utility bond :is-
sues could be refunded profitably.
Perhaps a deciding factor was the
genenl expectation that the end
of 'the war was approaching and
that the excess profits tax (which
is a heavy burden on the utilities)

,mx,ght be cancelled during '1945,

This would mean thaf, if refund-
ings were put over to next year,
the utilities might run the risk of
losing the big cash saving in taxes
which ‘results from charging off
the premiums on old bond issues
retired. . This saving usually does
not appear in theé income account,
since it has become the fashion to
enter an offsetting item of “charge
in lieu of tax savingss,” on the
theory that the saving is a non-
recurring ~ and - abnormal item.
However, this factor: is the most
important factor in the bond re-
funding program, since the annual
saving.in interest charges (some-
times relatively small where the
coupon rate is reduced only % %
or less) may shrink to a rather
small figure after figuring the in-
creased amount of Federal taxes
(which may absorb a considerable
part of the annual saving, depend-
ing on the tax pesition of the com-
pany).

Accordingly, several : huge re-
fundings: such as the $155 million
issue of Commonwealth Edison
and Public Service of Northern
Illinois,
delphla Electric bonds, etc., are
currently under way and 'a num-
ber of other large issues are con-
templated.

Since the railroads have sud-
denly also joined the refunding
game, the investment bankers now

Service 65 1954

Portland Electric Power 6s 1950
Amencan Gas & Power 3-5s & 3.65 1953
Associated Gas & Electiic Corp. debs.

GILBERT J. P

OSTLEY & Co.

29 BROADWAY, NEW YORK 6, N. Y.

‘the $65 millions Phila- |-

ADVERTISING
In All'Its ‘Branches

Plans Prepared—Conference Invited

Albert Frank - Guenther Law

Incorporated

131 Cedar Street New York 6, N.Y,
"' Telephone COrtlandt 7-5060
Boston Chicago Philadelphia San Francisco

e

!

Quahty Cutlery

SINCE 1889
Headquarters For
Sextoblade Razors and
Blades. - Cutlery Repair-
ing of Every Description.

WECK CUTLERY. Inc.
138 Fulton St. -~ 45 Nassau St.
CO. 7-1176 RE. 2-9192

leerly Rircratt’s Position In The Industry
. And Outlook For Peacetime Business

The current offering to stockholders of a new issue of 80,000
shares of. $1.25 cumulative convertible preferred stock by beerty
Aircraft Products Corp., to be followed by a public offering of .the
unsubscribed portion, has directed attention to Liberty's posmon in
the industry and its possibilities for peacetime business. in relation
to Liberty’s. own- specialty..and that!of its two subsuilarles—The

Autocar Company and Highway®-:
Trailer Company.

created as a means of refunding
a-$1,000,000 bank loan and to pro-
vide 'additional working capital,;
is being offered the stockholders
at $25 a share on the.basis of one
share of preferred, $20 par, for
each 3% shares of common held
as of Oct. 7, 1944, This offering
to the stockholders w111 expire.
Oct+23. 55

Exclusive - of -its, subsidiaries,
The Autocar Company and High-
way. Trailer . Company. owned
41% and 58%, respectively, by
Liberty through its “holdings -of
common stock of these two com-
panies, Liberty’s net . sales have
increased - from  $483,817 in 1938
to $20,360,891 in 1943, and for the
10 months ended: Sept. 30, 1944,
amounted to- $18,199,238. These

have more business than they can
properly handle with  their re-
duced manpower; and find them-
selves extremely busy’ on Monday
or - Tuesday noons when several
important issues may come up for
competitive  bidding simultane-
ously. ~While this condition pre~
vails, there is always the danger
that.bidding for some important
issue may prove too keen, or:the
big insurance companies may de-
cide to stay out, in which event a
“sour situation” may temporarily
develop. However, considering the
unusual amount of recent financ-
‘ing, the bond market has acted
well and banking - groups have
thus far encountered only minor
mishaps in the game of guessing
the retail yield basis at which
they can successfully move the.
new bonds safely into institutional
portfolios.

- The. preferred ' stock,  recently:

‘last ‘two sales flgures are before
reflecting price adjustment based
upon contract renegotiation.
Aside  from -an antlcrpated de-
mand for its products after'the
war, which it is stated should ex-
ceed pre-war demand, Liberty: is
in. position - to -benefit from  its
holdings in The Autocar and
Highway ' Trailer companies, - In
addition to holding 200,000 shares
of ‘a total of 485,310 shares of The
Autocar Compaiy common stock,
Liberty.received, on Oct. 2, 20,000
shares of that company's 5%, $20
par . value, convertible preferred
as-a dividend. 'As of June 30,
1944, The Autocar  Company had
a -backlog . of . unfilled orders
amounting to $30,126,000. Liberty
also owns 58% of the common
stock of 'Highway Trailer. Com-
pany, which had unfilled. orders
on - the same date. of $9,500,000.
Liberty’s. own unfilled orders- as
of July 31, 1944, were $13,200,000.
Inasmuch as the war busmess of
all three companies is, in' the
main, an extension of their peace-
time: businesses, reconversion. of
manufacturing facilities = should
not, it is stated, prove difficult.
Liberty’s investments in Auto-
car and Highway Trailer give it
a - diversity ~of manufacturing in
the transportation field which is
ynusual . and which, in the event
of ‘a decline ‘in the post-war de-
mand for aircraft parts, will give
Liberty other sources of earnings
in the form of “dividends from
subsidiaries to supplement its own
earnings.- In this connection it is
pointed out. that Liberty is not
a “war baby but has been in
‘busmess since 1932, and that Auto-

Icar for many years was one of
‘the leading trade names in the

‘B, & 0. 4Vps,5s & 6s -
B. & 0. S.W. 50s, Stpd.
Boston & Albany 4Ys & 5s
B.R. & P. 57s, Stpd.
“Chicago & Alton 35,1949
Chi. Milw. Gary 55,1948
C. M. St. P. 55, 1975 & 2000
Chi. N.W. 4%/s, 1999
.Chi. R. 1.4s,34 & 4Y4s, 60
C.C.C. St. L. 4Y45,1977
- Colo. & South. 45,1980

< Others

120 Broadway

BOSTON

COrtlandt 7-9400. -
PHILADELPHIA

‘ W
RAILROAD

- Georgia Southern 5s, 1945

SECURITIES

Illinois Central 4Y4s, 55, 63

- Lehigh Valley 4s, 41/
MOP 4s, 55, 543 & 5Y/0s
Morris & Essex 4Y4s & 5s
N. Y. Central 4s, 4Y,s & 5s
'0ld Colony 55 & 5%s
No. Pac. 3s & 6s, 2047
St. L. S. F. 4s, 4Ys, 55 & 65
Seaboard 4s, 5s & 6s J

So. Pac, 415, 69,77 & 81

Traded

J. ARTHUR WARNER & Co.

New York 5 -

TWX-NY 1-1950

“ | tiofi:

Pacific Coast
Securities

Orders Executed on
Pacifi¢_Coast -Exchanges

Members
New York Stock Exchange
New Yorlk Curb Exchange (Associate)
Chicago Board of Trade

14 Wall Street .. New York 5, N.. Y.
COrtlandt 77’4150 Teletype NY 1-928
 Private Wire to Principal Offices .

San Francisco — Santa Barbara -
Monterey — Oaklind — Sacramento
. , =t Fresno y

Tomorrow’s Markets
Walter Whyte
Says-

Reaction, - prevrously 1nd1-
cated, now underway. Steel
and copper groups show signs
of upward revival. Rail short
position  cut; industrial shor
position increased. :

By WALTER WHYTE
Now that the market is
turning downward the whis-

pers of sharp reaction  are
gradually turning into au-

Schwabacher & Co.

{
i
i

dible groans of dire things to

come. It is possible the pur-
veyors of gloom will have

their hopes realized. But the -

market doesn’t give any indi-

cation of it. - On the contrary,
- the setback has been signalled
so often the retrace of prices ,

could not have been a sur-
prise to tape watchers,
# O 5

Of course it would have
been. ideal for stocks to ad-
vance through the overhang-
ing offerings into new highs.
Markets, however, are seldom
obliging enough to furnish us
with the ideal. If there:is
one thing about price move-
ment which remains constant,
it;is the element of surprise.
Accompanying that is the an-
noying condition that'markets

seldom act accordmg to pop-

ular belief.
£ % W
Occasionally one of these

widespread opinions does
(Continued on page 1711)

truck manufacturing industry. The

wartime demand for trucks and
trailers is expected to' continue

in peacetime for several years at -

least, because:of the  restrictions
that have ‘prevailed on produc-
for " commercial ' purposes,
According to Oliver H. Payne,

Chairman of Liberty and a direc- .’

tor of the ' subsidiaries, there
should be ample business for all
established - truck * manufacturers

who have enjoyed record sales -

during the war and who will be

| faced in the future with the prob-
lem of meeting pent-up civilian -

or commercial demands. In addi-

tion to the anticipated peacetime -

demand, it is expected that, as a

result of the mechanization of the .

U. S.. Army, there may also be
a ‘continuing demand after the

war for military. vehitles-of the

type produced by Autocar.

“*“Any of Liberty’s preferred stock 2

not taken by the stockholders will
be publicly offered.by a banking
group headed by E. H. Rollins &

; HARTFORD
Direct Wire to Chicago : Sons Incorporated and Van Al-

styne; Noel & Co.
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New Securities

— When Issued

Bought — Sold — Quoted

Arbitrage Circular upon Request

~ SUTRO BROS. & CO.

Members New York Stoclk: Exchange

120 BROADWAY, NEW YORK 5, N, Y.
Telephone REctor 2-7340

1st Inc. 4%s, 1971
. Free Common V. T, C.

61 Broadway
Telephone—DIghy 4-4933

‘ Minneépolis, St. Paul & S.aultv Ste. Marie

New When, as and if issued Securities

Bought & Sold

PFLUGFELDER, BAMPTON & RUST

Members New York Stock Exchange

Gen. Inc. 4s, 1991
Optioned V., T. C.

New York 6
Bell Teletype—NY 1-310

Copy. Available to’

49 Wall Street

~ Calendar of |
Coming Rail Events
ViLas & HICKEY

Telephone: IAnoyer 2-7900
Teletype:

Brokers and Dealers -

New York 5 N. Y.

NY 1-911

: %'T'._ J. Ross Sees Opportunities And

- Pitfalls For Business After War
. Public Relations Expert Tells Life Advertisers Business

May Be Blamed For Conditions Beyond Its Control |

Although industry is well regarded by the public in this country
today because. of the amazing wartime preduction job it has done,
continued publie-favor will depend primarily upon:industry’s ability:
1o adjust itself to post-war conditions, T. J. Ross, of Ivy Lee and T. J.

~ Ross, told members of the Life Insurance Advertisers Association at
their annual meeting in New York City on Tuesday. |

The circumstances of this all-
.7 important post-war adjustment,
. he said, lie only pattially within
. the control of industry itself, im~
. plying ‘that there is danger. that
business may be blamed for post-
war difficulties for which it is not
- responsible, unless the public is
well informed. A
“Let us assume,” Mr. Ross said,
“that industry does everything in
its power to make the transition
as quickly as human ingenuity
can contrive to do it. If the ac-
“-tual transition should be held up
by conditions beyond industry’s
control, and yet people are led to
believe that' the Government has
done its part, what will the public
think? 3
. .“One of the problems con-
fronting industry today,” he con-
tinued, “is the all too prevalent
- notion that industry or manage-
ment - makes ' jobs.  There is a
great deal of talk about the mil-
lions of ‘jobs that industry must
provide—or else.. The fact is that
jobs are provided ‘only by the
public’s demand  for the things
* that industry produces, or the
services that business renders.” -

Available”an Request

- Schenley Distillers Corporation
have prepared an attractive book-
let containing the first articles
in the series they have been run-
ning in the “Financial Chronicle.”
Copies of this hooklet may be had
upon request-by. writing to Mark
Merit, in care of Schenley Distill-

- ers. Corporation, 350 Filth Ave..
New York 1, N. Y. :

>

R. M. Ergood To Head
Stroud Municipals

pointment of Russell M. Ergood,
Jr., as manager of the municipal
bond department of Stroud & Co.,
Inc., 23 South i
Broad  Street,
has been an-

{ nounced.  Mr,

(Ergood, who

is well known

in investtment

and  banking

circles as ‘a

specialistin

State, county

and municipal "

financing, was
formerly with
Yarnall & Co.
He is the Phil-
delphia repre-
sentative on
the municipal
bond commit-
tee of the Na-
tional - Secur-
ities Traders Association, a mem-
ber-of the Investment Traders As-
sociation of Philadelphia and Mu-
nicipal Bond Club of Philadelphia,
of which he is a former secretary.

Russell M. Ergood

DAYTON, : OHIO — The  firm
name of Feight-Yager & Company
has been changed .to Fred C.
Yager, Inc. . Offices will be. con-
tinued in the Gas and Electric
Building. .

.. PHILADELPHTA, PA,—The ap-

Railroad

Securities

The spe‘culative flurry in Western Pacific new securities (traded

on a when-issued basis) which

accompanied announcement 'last

month that the Federal Court had authorized payment of interest and
dividends accrued on the new. securities  through 1943 petered out
rather quickly. Since the beginning of the month the Income bonds
and the new stocks have traded listlessly somewhat below the Sep-

tember highs. Many:rail analysts
have been:rather surprised with
the recent action and feel that
these new securities still possess
very pronounced price appeal at
current levels. i

The interest and dividend pay-
ments authorized will be made at

the time of delivery of the new;

securities, ‘probably late this year
or early in 1945. Payments will
amount ‘to $225 with respect to
each ‘$1;000° of new income 4%s,
$15.81 on each share of new 5%
preferred and $9 on each share of
new: common. In addition, there
will be.$45 payable on the new
Income bonds next year from 1944
earnings, and $5 on each share of
preferred stock. The $9 dividend
already authorized on the com-
mon stock represents $3 a share
for each of the years 1941-1943
and it is:considered likely that a
similar “ rate  will . be continued
nextyear out of 1944 earnings,

The new common stock is
viewed as having particularly in-
teresting * speculative potentiali-
ties. It has recéntly been selling
at around 34, or a mnet cost of 25
after deducting the $9 dividend.
On a $3 -annual dividend rate the

‘shares would afford a return of

12%. At least for some time to
come earnings of the company
should be sufficient to support
such an annual dividend rate. In
1944 it is estimated that earnings
should hold above $7 a share after
allowing for the participating fea-
ture of the preferred stock. (The
preferred shares equally share for
share after the common has re-
ceived $3 in any one year.) /Even

if-the European war should be,

terminated this year, or early in
1945, the traffic and earnings of
Western Pacific should : be well

% | maintained as the needs of the

Pacific war will tax the facilities
of "the western transcontinental
systems to the utmiost.

The reorganization of Western
Pacific. .is a particularly drastic

oone with fixed interest debt con-

fined to serial equipments and one
small issue of $10,000,000 1st 4s,
1974." There will also initially be

1$21,219,000 of Income 4Yes, 2014,

Now Fred C. Yager, Inc.

but this will immediately be re-
duced by operation of the sinking
fund for 1940-1944 (Y% of 1% of
principal’ per annwm).  Also, the
company will have considerable
free cash, particularly if it gets a

favorable tax settlement. at. least

a portion of which will probably
be utilized for redemption of new
1st Mortgage bonds or for open
market purchase of new Income
bonds. Even without such addi-
tional bond retirements the total
of fixed and contingent charges
would be - less than $1,500,000 a
year, and - total
ahead of the common would be
Jess than $3,100,000, i

Aside from the potentialities in-
herent in the present strong fi-
nances, which augurs well for fur-
ther debt reduction, and the pros-
pects - of mnraintenance of peak
traffic levels for some time to
come based on war needs, rail
analysts point to. the favorable
implications inherent in the basic
changes that have ‘taken place in
the company’s position in recent
years:” For one thing, the line -hag
virtually been rebuilt during trus-

.| teeship, with “heavier rail, and a

considerable mileage of c.t.c. has
been installed.. Thus the road, in
conjunction with the affiliated
pefnver & Rip Grande Western,
‘Wwhicli hh§ also been rehabilitated
physically during trusteeship,is in
position to compete for fast trans-
continental freight.

Of equal importance has been
the development of entirely new
traffic sources. One factor has
been the construction of a con~
nection with the Great Northern
in northern California at a cost
just about equal to the fixed mort-
gage debt the entire line is to
carry after reorganization. = An-
other factor has been' the indus-
trial growth in the western section
of ‘the country, and particularly
the extensive steel mill facilities
in the Provo, Utah, section. With
all of these new traffic sources,
and with efficiency vastly im-
proved through property better-
ments and new equipment, it is
expected that the property will
emerge from the war on a perma-
nently higher earnings base.

Situation Of Interest
Common and preferred stock of
MacFadden  Publications,  Inc.,

offer interesting possibilities, ‘ac-
cording to a descriptive summary
prépared by Bristol & Willett,
115 Broadway, New York City.

| Copies of this summary may be

had from the firm upon request.

ONE WALL STREET
TEL, HANOVER 2-1355

McLAUGHLIN, BAIRD & REUSS

Members New.York Stock Exchdnge

- BOND BROKERAGE SERVICE
Specializing in Railroad Securities

NEW YORK 5
TELETYPE NY 1-1310

o e bothohild & 66

Members National Association
of Securities Dealers, Inc.

We wish to purchase, ALL

SEABOARD AIR LINE
Underlying Bonds & Certificates

specialists in rails
52 wall street N, y.c.5
HAnover 2-9072  tele. NY 1-1293

requirements !

Seaboard
Railway Co.

New Securities

(When, Issued)

Bought-—Sold—Quoted

ErnstaCo.

MEMBERS '
New York Stock Exchange and othe
leading Security and Commodity Exchs.

120 Broadway, New York 5, N. Y.
“231 So. LaSalle St., Chicago 4, Il
/ :

SEABOARD AIR LINE
RAILWAY COMPANY

TRADING MARKETS
0ld and New

Securities

VAN TUYL & ABBE

72 WALL STREET
NEW YORK 35

. A Hartwig With
Link, Gorman & Co.

(Special to The Financial Chronicle)

CHICAGO, ILL.—Carl A. Hart-
wig has become_ associated wita
Link, Gorman & Co., Incorpor-
ated, 208 South La Salle Street
Mr: Hartwig, who was recently
with Strauss Bros., in the past was
a partner in Brailsford & Co., and
was -manager of the trading de-
partment for Dempsey-Detmer &z
Co. ; % :

Walter Janney Dead

Walter C. Janney, head of th=
investment firm of Janney & Co.,
1529 Walnut Street, Philadelphia,
Pa., died at the age of 68. M.
Janney began his business career
in the leather business, but left it
in 1911 to become associated with
the investment banking firm oi
Montgomery, Clothier & Tyler,
The firm’s name was changed to
Janney & Co. in 1921 and he was
named President.

Vicksburg,
Shreveport
& Pac. Ry.

Common Stock

Adams & Peck
63 Wall Street, New York 5

BOwling Green 9-8120 * Tele. NY 1-724
Boston ° Philadelphia Hartford
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7 TRADING MARKETS IN

'REAL ESTATE
~SECURITIES -

*

SHASKAN & CO.

Members New York Stock Exchange
| Members New: York Curb Exchange

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

SPECIALISTS
in :
Real Estate Securities

Since 1929

5 3

‘Seligman, Lubetkin & Co.

Incorporated
" Members New York Security Dealers Association

41 Broad Street, New York 4 ° HAnover 2-2100-

TITLE CO.
CERTIFICATES &
MORTGAGES
Bought—Sold—Quoted

 BENJAMIN, HILL & CO.

Members New York Stock Exchange

1 WALL STREET, N. Y.

Real Estate Securities

By JOHN WEST

We Hear That—

“ New York Title C-2 will on or before Dec. 30, 1944 make a prin-
cipal distribution of $30 to reduce each original $1 000 certificaie to
$830 and an interest distribution of 215 % on unpaid principal of each
certificate. This means that for 1944 certificate holders will have re-
ceived $90 in principal payments and about 4% as interest distribu-
tions as on June 30th, 114 9% was pald As of Jan. 1, 1944 the unpaxd
balance of each $1,000 originai®

DIghy 4-0964

Halsey Stuart Groun
 Offer 3155,000,000
Issue Of Commw, Edlson

A nationwide investment bank-
ing group headed by Halsey, Stu-
art & Co., Inc, and comprising
more than 160 members offered
Qct. 18 $155,000,000 3% mortgage
bonds, series L, due Feb. 1, 1977,
of the Commonwealth Edison Co.
of Chicago at 104%4 plus interest.
It was announced yesterday by
Halsey, Stuart & Co., Inc., on be-
half of the syndicate that the issue
met with immediate success and
subscriptions were received in ex-
cess of the amount of the offer-
ing: -

In  addition,  Commonwealth
Edison Co. is-issuing $25,000,000
of the same series of bonds to a
group of insurance companies in
exchange for a like amount of its
outstanding series K bonds owned
by these' institutions, as an in-
tegral part of the company’s $180,-
000,600 over-all fmancmg pro-
gram.

This financial operation marks
the largest single piece of corpor-
ate financing to be undertaken

under the Securities Act of 1933 |

¢+ and ranks as one of the largest
- flotations .in the history of the
eountry, having been surpassed
only by railroad financing in 1921
by the offering of $230,000,000
Northern Pacific-Great Northern
Joint 15-year (C. B. & Q. collat-
eral) 6% % convertible gold bonds.
The nearest approach of a utility
issue was the disposal of $175,-
000,000 American Telephone &
Telegraph Co. 25-year 3% % de-
bentures in October, 1936.
Proceeds from. the sale of the
bonds to be offered publicly, to-
gether with funds supplled by the

company and its main subsidiary;

the Public Service Co. of North-

ern Illinois, will be used to re-| @

deem all of Commonwealth’s out-

. standing 3% % series 1 bonds, ag- ||
- gregating. $98,000,000, and all of |

the $80,000,000 of Public Service’s
3% % obllgatlons outstanding. '
Among the underwriters associ-
ated. with Halsey, Stuart & Co.,
Inc., are: Harriman Ripley & Co.,
Imc. The First Boston Corp.;

Glore; .Forgan & Co.; Harris, Hall‘

& Co., Inc.; Lee nggmson Corp
Blyth & Co Inc.; Goldman, Sachs
& Co.; Kldder Peabody & Co.;
Lehman Brothers Mellon Secur-
ities Corp.; F. S. Moseley & Co.;
Smith, Barney & Co.; A. G. Becker
& Co,, Inc.; Central Republiec Co
Inc.; Alexander Brown & Sons;
Clark, Dodge & Co.; Hornblower

& Weeks; Stone & Webster and

‘Blodget, Inc., and Union Secur-
ities. Corp.

6] ¢ E [

certificate was $920. - These cer-
tificates could be purchased in the
open market at that time at about
40 or a total cost of $368. The $60
principal payment already re-
ceived in 1944 actually cost $24
at a price of 40. The return of
this $24 original  capital ' invest-
ment plus the differential of $36

~-|is treated as an adjustment of the

‘cost of the remaining unpaid prin-
cipal of the certificate as. shown
by the following calculation. The
additional $30 principal- distribu-
tion to be made on or before Dec.
30, 1944 would be treated in a
similar manner to reduce the cost.
Cost of $920 certificate at 40___. $368.00

Less return of original cost of $60
principal payment at 40 24.00

$344.00
Less excess over cost of $60 prin-
cipal payment 36.00

(Adjusted cost on $860 unpaid
balance "

Current market. - value

$860 certificate at 48

$308.00
412.80

present

Appreciation $104,80

And in addition, interest pay-
ments for 1944 will total $34.70,
which is- better than a 10% re-
turn on - the adjusted cost. Con-
tinued active real estate markets
speak well for the liquidation of
properties in this trust and for
sizeable principal = distributions
which an investor can still buy at
around a 50% discount.

80 Broad Street, Inc,, will pay
4% .interest on the outstanding

funded debt on November 1st.
This distribution will amount to
$26-on each $650 unit.  In addi-
tion, the trustee will ask for ten-
ders to ‘exhaust sinking funds of
about $36,000 'available for the

fiscal year ended Aug. 31, 1944..

This fund is nearly six times larger
than the amount avaxlable for the
previous year,

Hotel Governor Clinton, Inc,r‘
will have $41,000 available to be

used by the Trustee as-a sinking
fund for the purchase and retire-
ment of bonds.. Although . the
statement for the fiscal year end-
ed Aug. 31, 1944, has not been
made available smkmg fund "in-
denture provisions require that
25% of surplus earnings above in-
terest be used for bond retire-
ment.  On this basis, the other
5% . of surplus earnings or ap-
proximately $123,000 -would be
available for other corporate pur-
poses-including payment of divi-
dends on the stock.

40 Wall Street, Inc., has in-
creased rent roll-to the point that
gross annual income is approach-
ing $2,750,000 and that interest
distributions next March may be
as highas 2% %. Tax refunds re-
ceived as a result of certorari pro-
ceedings will bolster income for
the current period, although &
part of such refund, about $50,000.
will shortly be used by the Trus-
tee to retire bonds through tender.

F. P. Breckinridge

Robert M. Woolfolk
NEW ORLEANS, LA.—At the annual election of the New br—

Kew Qrleans Traders Elect 1944-5 Officers

g I
Frank Burkho_l_de’r: \

“

leans Security Traders Association the following were named to serve

.| for the ensuing year: President, F. P. Breckinridge, Whitney Na-

tional Bank; Vice-President, Robert M. .Woolfolk, Woolfolk, Huggins
& Shober; Secretary-Treasurer Frank, Burkholder Equxtable Secur-
ities Corp.; National Commltteemen Jos. H.. Weil, Weil & Arnold,

| and Walter D. Kingston, Lamar, ngston & Labouxsse Alternate,

Harold Dane, of John Dane. i

P. M. Chandler. Dies

Percy M. Chandler, head of
Chandler. & Co., Inc., 30 Rocke-

‘admitted to the bar, but left the
legal profession for banking, form-
ing Chandler Bros. & Co. with his |

brother. He remained ‘with the

feller Plaza, New York City, and
1500 Walnut Street, Philadelphia,
‘died at his home at the age of 71,
.after an illness of {wo months.
'Mr. Chandler.studied,Jaw and, was

important factor.
,Uﬁllti\ﬁs@iﬁld. [ NTAE N VY S
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firm until 1914 when he organized |
Chandler & Co., which became an:
in_ the . publicj-.

o Lo e iy T

“Your Dollar 3 Worth’ /

By IILRBERT E. GASTON*
Assistant Secretary of the Treasury

Treasury Official Predicts That Large Export Trade Will
Assist In Utilizing Our High Productive Capacity And
Thus Aid In Reconversion, But He Points Out That
“This Does Not Mean That Our Foreign Trade Can Be A
One-Way - Street,” And 'We Need To Import More.
Points To Treasury’s Policy For Expanded World Trade
And Removal Of Trade Barriers, And Holds That Al-
though The Bretton Woods Agreements Are Not A Cure-
All They Testify That The 44 Nations Desire To Work
Together In The Economic And The Political Sphere. -

As we ‘meet here today to discuss the foreign trade ‘problems
that we shall face after the war, none of us can fail to be acutely
aware of the®
fact. that the| These are the projects of the
victory is not | immediate present which take

. yet won, that|precedence over all others. None
. the greatest|of us would. wish to spare any
battle in the | energies. that could . possibly  be

. world’s - his- | devoted to advancing them. But,
- tory is -being | fortunately; -our - resources have
waged  just|been so well organized for war
around - that|that we can look ahead toward
bend - in - the | the peace without taking any-
earth andlthing from the war effort. In
across. a nar- | fact, we should be able to con- -
rowing . sea, | tribute to the purposes, for which
and. another | we ‘fight, 'if we lay plans to or-
of equal  fe-|ganize the peace in such fashion
rocity and i
even wider
-~geographical
scope is going
on at the op-
posite - curve
of the earth.

*An address made by Mr.
Gaston before -the: 31st -National
Foreign Trade Convention at the
Hotel Pennsylvania, New - York
City, on Oct. 9, 1944,

(Continued on page 1709)

Horbert E. Gaston

“Our Reporter On Governments”’

By JOIIN T. CHIPPENDALE JR.

Following the announcement of the Treasury of the time and
type of securities to be offered in the Sixth War Loan, the Gov-
ernment bond market, instead of turning quiet; as has been evidenced
in the past, has been guite active, with considerable interest being
evidenced in wvarious sections of the list. ... The partially tax-
exempt. obligations were in demand with ‘the longer-term issues
showing gains of about 4/32 following the improvement registered
in these bonds in the previous 10 days. . . .

It is indicated that several institutions, in line with their
own studies and the ideas being put forward by the dealers and
others, have been adding to their holdings of these obligations,
since it has been quite generally concluded that these securities
are attractive for future tax purposes at present levels, . . . 4

It was reported that substantial purchases were made in the
past week in the 27% % due 1955/60, the 234 % due 19.)6/:)9, as well
as the 234 % due 1958/63 and the 2%% due 1960/65.

TAXABLES
The taxable issues have not been as active as the paltlally ex-
=mpt obligations, but it is indicated that certain changes have been
made in the holdings of these issues, and one of these exchanges
reported is the sale of the 2% due 12-15-51/55 at 10023/32 and the
purchase of the 2% due 6-15-52/54 at 100 16/32. . . . Through the
purchase of the latter issue, the maturity is extended only six months,
while the premium is reduced by 6/32, and income is increased from
1.89% to 1.93%. . . . Another exchange reported is the sale of the
2% “due 12-15-51/55 at 10023/32 to yield 1.89% to the call date,
and the purchase of the 2% due 9-15-51/53 at 10023/32 to yield
1.88%. . . . It was pointed out that yield is practically unchanged,
whereas maturity-is shortened by three months. .", . .

Tt was indicated that the Teeling is that the 2% due
12-15:51/55 are out of line with the two other issues purchased,
and the reason given for this is that the 2% due 12-15-51/55 are

_ outstanding in much smaller amounts than the other 2% obliga-
tions which gives this issue a;scarcity value that appears to be’
.unwarranted ‘and. which results .in these bonds selling . out Of
~ line with comparable new maturities.

Also it was reported, that other holdersof the2% due 12-15—51/55

« e

| | are considering the sale of these bonds and the purchase of the néw
“lissue -0f 2% due 12-15-52/54 to be offered in the Sixth War Loan,

-when-the latter. obhgatlons become available to the banks,-provided
orices of the two issues show a spread of about 13/32 in favor ‘of

the 2% due 12-15-52/54. '

ANOTHER EXAMPLE : ey
Another reinvestment that was reported to have been made re—
cently was as follows:

Sold: 2% % due 3-15-52/54 1040 1.92%. -
Bought: 214% due 6-15-52/55 102 2/32 1.95
It was pointed out-that-maturity would be lengthened only
three months, while income would be increased from 1.92% to
1.95% and the premium account would be decreased by one
point and :30/32... ... .
It was also -learned that.some mstltutxons have been consxdermg
the following suggestlon that has been made by some of the dealers:
. Recent Price Yield to Call Dat.e
Sell: 2% due 12- 15 49/51 ~101.21 1.66% °
Buy: 2% ‘due 3-15-50/52 - 10115 1.71
In-this instance the -yield to- the call date would be mcreased
. ..~ (Continued on page 1712) .

Recent Price Yield to Call Date

-
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necessitate keeping this burden as
low as possible, the more so since
approximately two-thirds of the
ouistanding debt will be -of the

shoit-term or redeemable type, a-

poriion of ‘which -will have to.be
converted sooner. .or . later, “thus
automatically raising the interest
charges. ! i
[ Similarly, the solyency of the
banking system will demand .the
maintenance at par .of all govern-
ment - bonds in. bank -portfolios.
Approximately, 65% ‘of the na-
tional debt is 1n the banks; includ-
ing the savings and reserve banks.
True, the majority  of the port-
folios consists of short-term paper

‘which has no quoted market price.

But the ‘volume of medium and

long-term issues in institutional
portfolios is large enough to en-.
danger the entire banking struc=

ture in case of a major deprecia-

tion. iy ¢
_The fact that the Treasury will
stay in the red for years to come

(after the war) is a further reason | :

compelling- it to maintain by all
means - the par value of: its out-
standing issues, if not to raise it.
Otherwise, the sale-of new bonds
might encounter insuperable -dif-
ficulties. Moreovery abandonment
of the cheap money policy would
have the, consequence that the
rates " of “the -entire real estate
credit - structure would ' rise, -a
highly unpopular’' development,
possibly calling for more housing
subsidies, . y

. Indeed, nothing- much short -of

a  stabilization = of - government
bond prices can be in prospect in
view. of the fact that any rise of
the interest rate might cause the
colossal volume of ‘savings bonds
to. be offered for redemption, and
induce - the - banks to liquidate
their vast holdings.

No Reépudiation
. Briefly the ‘unique  situation
emerges that the fall in the mar-

ket price of the government’s ob- |

ligations would have the effect of
a federal debt-repudiation with
consequences such as a prolonged
bank holiday, breakdown of the
bond' market, and a choice be-
tween financial chaos “or whole-
sale money-printing - to avoid it.
The remedy often used ‘in the
past to eure public over-indebted-
ness, namely, an open or con-
cealed repudiation, cannot be ap-
plied under such circumstances,
not even -to the very limited ex-
tent of permitting a substantial
decline of the price of outstanding
bonds.

: Incidentally, while New Deal
propagandists emphasize now, as
inflationists have done at all
times, that an‘ internal - debt "is
less dangerous than an external
one, -the present case .is a classi-
cal example to the contrary. If
the ' national debt were held
abroad, a default on it would af-
fect foreigners. Such default is
popular- in debtor countries, -in
which the debt is owned by non-
resident foreigners, and is- often
hailed as a patriotic measure. But

* when we owe the debt to “our-

selves,” ‘then we -hurt ourselves

- by defaulting on it. One drawback

of an internal debt is the fact
that it deprives the nation- of its
freedom to defaulf. 4

- But how can one maintain the
price of a colossal debt especially

if it continues to grow for. some '
‘years, as it is expected to, and if

substantial. . short-term . portions
are supposed to be converted into
longer| maturities?

. |- ... The Controls

_Control, ~of the government
bond market is exercised by.in-

. ducements to institutions (such as

eligibility for -rediscount) and
pressures on them, thus creating
a vast outlet. In war-time, patri-
otic appeal to the public greatly
extends the outlet. '

Pressures and inducements re-
ceive their basic support by the
open market operaaens o1 tuc

itized for FRASER
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Reserve System, which have 'in-
creased the central bank’'s port-
folio from less than $3. billions to
well over :$15 billions at present.
That’s the iinal secret of this sta-
bilization: that any.amount not
‘absorbed by:the public-or by in-
stitutions. is taken up by the Fed-
eral Reserve Banks, But this pro-
cess “will have to ‘be stopped at
some point, so as.to avoid a run-
away. price' inflation. "

‘By that time, a substitute might
have ‘to be resorted to, namely,
the freezing of portfolios. 'As it
is, bank portfolios are “frozen”:
they -are -not - supposed  to, and
couldn’t - be - -liquidated - to- any
major extent. This status will have
to be consolidated in a permanent
fashion, That may -be. done by
legal -compulsion or by .voluntary
‘agreement, but it-will have to be
done “since ‘neither repayment” of
the debt nor unloading:on the

central bank or on the public isj:

feasible, R
Of - course, 'the . ‘“freezing” of
portfolios need not become visible
at-all if the banks do not-try to
liquidate their holdings: - Such
would be the case in:a depression.
But: the trouble: is. that we are
facing the possibility of ‘an‘infla-
tionary boom in which the demand
for bank- credit' may reach new
heights; and might do so at much
more attractive rates on commer-
cial loans than the return on gov-
ernments. Under. - such  circum-
stances, some . form of freezing
would become unavoidable.

. Similarly, there will be no dif-
ficulty in the. way of redeeming
savings bonds ‘as:they are pre-
sented—so long. as the sale of new
bonds does not lag substantially
behind the demand for redemp-
tion. - But any attempt of the
public to-ecash in on a laige scale
will create ‘embarrassing prob-
lems and compel the Treasury to
choose between more. or less un-
desirable ‘alternatives. -
Of course, it will all depend on
the amount of bonds presented for
redemption and on ‘the ‘use the]
public. makes of the proceeds. If
it merely takes out -the money
from the Treasury and shifts it
promptly to deposit -or . savings
accounts, the government can pay
with the one hand to .the public
and borrow with the .other from
the institutions which receive the
deposits. .- The problem. reduces
itself-to one of time-lag, and it
may or:may not be difficult to
bridge it .over. ' .

This much is certain: that the
paying.out of savings bonds  in
cash could only be done. by re-
course to. the: Federal Reserve
System, raising its  portfolio = in
proportion, and threatening to
flood : the - economy: with  fresh
money. The danger of a runaway
inflation would become so serious
as to prohibit this procedure. Nor
is it very likely that the Adminis-
tration and Congress would em-
bark light-heartedly on “freezing”
the outstanding volume of small
bonds and arousing the ire of mil-
lions ~of investors. It is more
likely that /if the situation be-
comes acute, -attempts will - be
made to straighten it out by patri-
otic appeals to the investors and
by the offer .of exchanging . its

savings certificates against long-|:

term bonds with higher yield (or
with some tax exemption feature).
But that brings us back to the
problenr of "interest rates. If we
have to offer the public.a higher
yield  bond, doesn’t that mean
raising -the rates all around? -Of
course, the new bond will have
a higher rate; but the old one has
to be kept at the low rate, as be-
fore, for ‘the reasons indicated
above. It is a characteristic of
Managed Money that it permits
the breaking up of the capital mar-
ket.into non-communicating sec-
tors. This will be . accomplished

as it is practically accomplished

at present, by restricting the sale
of the higher yield bond to-the

to banks and . other institutions.
Thereby, . the. market is. virtually

‘| broken into two parts with widely
.| different interest rate structures—

even more so than at present when
a-2.9Y% rate prevails -for-a non-
marketable paper ‘with 60 ‘days’
redeemability, and a less than 1% |
rate for-a comparable paper elig--
ible for bank portfolios.

Lastly,- the . government  bond
market- might' be supported :also
by SEC and Federal Reserve reg-
wiations to limit any such credit
expansion that - would jam ' the
outlet for' goyvernments. That Reg-
ulation W-is to be continued after
the war, has been announced by
Chairman Eccles, thus limiting
the volume of personal loans and
finance company paper available
to ‘the’ banks. The flow of credit
through other commercial chan-
nels may be restricted too, and
new corporate ‘bonds may be con-
trolled at-the issuing end by the
SEC as well as the receiving end
by -bank examiners.

1 The Fallacy. of Equalizing Rates

| Urgent national and fiscal inter-
est to 'hold the ‘“bond line,” plus
the ability to do so, add up to one
thing only. Even in an inflation-
ary boom, we are bound for prac-
tically the same medium- and
long-term " rates - on: government
paper as at present, notwithstand-
ing the likelihood that profits and
commercial credit rates may rise
in a' spectacular fashion. - This
contradicts the “classical” or com-
monplace approach, according -to
which the return on capital tends
to be the same on all investments
of the same. quality, security and
marketability. Those who apply
this apparent logic to realities,
and keep on predicting . falling
government - bond .prices, merely
prove, (a) that they don’t under-
stand the theory, and (b) that
they don’t visualize the new set-
up of the capital market under
which “we labor. . Even under
“normal” conditions, the theory
merely implies a long-term trend,
the - validity of which is. very
doubtful « since “it assumes ‘an
economy without business cycles,

to ‘last more than a matter of
weeks. War expenditures may be
sharply -reduced, but the rapid
liquidation of oulstanding war
contracts will take -care of the
maintenance of the deficit for tne
transitional period.. No douby, tae
inflationary fire will be fanned by
substantial - unemployment . doles
for - munitions workers, by most
generous benefits to members or
the armed forces, by subsidies:to
farmers and others, by inierna-
tional spenaing and lend-lease, by
tax carry-overs, possibly also by
“incentive” tax reductions.  Under
such circumstances,” the pent-up
demand of individuals and . cor-
porations 'for capital goods is
pound to burst into the open, un-
loading much ¢f the vast volume
of accumulated liquid savings,
Postponed ' municipal  improve-
ments: and. ‘even Federal. public
works ‘will soon get under way,
too, so as to take up any possible
slack of employment. Temporarily,
falling raw material prices are in
prospect, but they will be checked
by subsidies and intérnational car-
tels, and by keeping the excess in-
ventories of the Government from
the markets.

i All symptoms-— economic and
psychological, legislative and ad-
ministrative, national and inter=
national—indicate a continuation
of ‘the war-time: full employment
into an inflationary boom with lit-
tle or no
“feared.” - But how will such a
boom affect the interest rates for
new: corporate issues, and there-
fore the price of the outstanding
ones as well? The answer is that
inflation is not a  straight-line
process-—it always has two phases
at least.  So long -as commodity
prices lag behind the rising vol-
ume and/or velocity of purchasing
power, so long more monetary in-
flation means as a rule: increased
liquidity of the money market.
At the . early -stages of a -price
inflation, interest rates. tend to
remain low. It is only after com-
modity . prices and capitalized
values have caught up with. the
credit expansion: that a “capital
shortage” becomes visible and in-

and with an unhampered capital
market. “'When the latter is under
government ' control,. and when
extraordinary -swings of prospec-

tive appreciations or depreciations |

affect investment values, all the-
ories about a long-term  trend

toward a uniform interest rate,
are meaningless, as is the assump-:

tion . of . a homogeneous capital
market.

Credit Bonds
. “The ' combination ~ of ' Cheap
Money and Full Employment ne-
cessarily .carries all bonds to par
or “above. The artificially low
interest rate level creates a vac-

uum from: the point of view of

institutional investors who = are
driven by the urge for higher
yield to so-called lower grades,
which in turn rise in rating as
their prices ‘go up. Full employ-
ment means, of course, sufficient
earnings-to carry fixed charges.
The process - continues unabated,
covering most low-grade bonds as
well as’-the bulk of preferred
stocks.  Especially so, in view of
enhanced corporate liquidity, con-
version ' of ' outstanding debts to
lower rates, successful reorganiza-

tions, mergers and capital real-

ignments.
How far this process of corpo-
rate _bopd and preferred stock ap-
preciation can go depends: on.the
post-war - cycle.  “Normally,” it
might be interrupted by a short
“recession” that should-follow the
war as a consequence of reduced
federal ‘deficits, Since practically
every -dollar of our deficit adds
that much or more to the current
national income, a cut in the def-
icit means not only the disappoint-
ment of bullish expectations, but
actually a decline of the national
income, especially also of labor
income.

However, if any such intermezzo
of post-war adjustments, with ad-
verse  effects on employment,

terest rates begin to climb. ~But
it may take many months, possibly
a few years before such a stage
is reached. By that time, interest
rates will be upward bound.

To sum up: A “vast National
Debt is the price we pay for fore-
ing full employment upon the eco-
nomic system; and cheap money
is the condition which enables us
to do so. It isiimportant to. visu-
alize this correlation between full
employment, large deficits and
low interest rates. The second is
necessary to create the first, and
‘the third keeps the second from
becoming “top-heavy.” So long as
we continue injecting deficits into
the economic body, employment
cannot fall off. ‘And so long as our
political philosophy will- demand
the ‘maintenance of full employ-
ment, deficits and' cheap money
will be with us. ;

‘These considerations should have

a definite bearing upon. invest-
ment policies. They imply . the
conclusion that in the kind of
economic system we are establish-
ing (for awhile) credit. risks af-
fecting bond values may virtually
vanish. < ‘

Attractive Investment

The Public National Bank :.and
Trust Company. of New York of-
fers an attractive investment, ac-
cording to a memorandum on the
Sept. 30th, 1944 statement of the
bank, which is ‘being distributed
by C. E. Unterberg & Company, 61
Broadway, New York City. Copies
of this interesting memorandum
may be had from the firm upon
request. i

Fashion Park Attractive

A detailed study of Fashion
Park, Inc., is contained in a
special circular prevared bv Si-
mons, Linburn. & Co., 25 Broad
St., New York. Copies of this in-

should occur at all, it is not likely

teresting study may be had from

_public and making it unavailable to reach substantigl proportions or the firm upon request.

I

interruption  to- be |

ADVERTISEMENT

NOTE~Fromtimetotime, in thisspace,
there will appear an article which we hope
will be of interest to our fellow Americans.
This is number fifty-eight of a series.

SCHENLEY DISTILLERS CORP., NEW YORK

“In-Plant” Feeding

Surprising what a lot of interesz-
ing “‘seenery”” can be discovered off -
the “‘main line”! We mean, even-
though our own varied enterprises
in the SCHENLEY business, includ-
ing our research laboratories in
Lawrenceburg, Indiana, are replete
with interesting phases, it does us
good once in a while to stray from
our particular job and see what

"the othervfellow is doing. ;

So we had an opportunity recently
to become acquainted. with one of
the most amazing industrial de-
velopments of this wartime period.
We got an introduction to *in-
plant’ feeding operations. In-plant
feeding, of course, means eating on'
the job—where war workers are:
encouraged to eat wholesome.and
appetizing food within the very.
shadows of their lathes, drills and
drawpresses. - 3

In 1940 only an insignificantly
few workers had their lunches on
the job and mow it is estimated
that approximately seven million
workers are supplied with food by
the establishment of restaurants
and cafeterias at accessible points -
within a plant and by mobile units .
that transport hiot, nutritious food -
to designated stations in many de-
partments of a plant. . ‘

Three Government Agencies, the
War Manpower Commission, the
War Food Administration and the
War Production Board, are vitally
interested in this new industrial
service and by the end of 1944 they .
hope to have at least twelve million
workers eating their lunches in the
plants where they are employed.

Of course, prior to Pearl Harbor
there was little need for such proj~
ects, but the urgent cry for “more
planes . . . more tanks . , . more
guns” made the problem of prop-
erly feeding workers a vital and a
pressing one. :

As you know, in many places
lunch hours, of necessity, were
shortened.Large war working
plants, sprawling over considerable
acreage, made it inconvenient and -
frequently impossiblefor employees
to visit outside restaurants, With
typical American ingenuity—the °
problem was solved. _

Smoothly, without confusion, these -
“in-plant” feeding units work. No
dish-washing of course; no broken
china; and excellent sanitation.
Paper = cups -and containers are
used. : i e

This writer had the privilege of
partaking of one of these “in.
plant’” lunches—excellent food and
plenty of it, at surprisingly low
cost! :

Wartime  certainly makes for -
resourcefulness, doesn’t it?

MARK MERIT
of SCHENLEY DisTILLERS CORP.

FREE —Send o 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 various subjectsin this series,

Interesting. Air Situations

Mid - Continent Airlines, Na-
tional Airlines, and Northrop Air-
craft offers attractive possibilities,

according to circulars just issued
by J. F. Reilly & Co., 111 Broad-
way, New York City. Copies of
these interesting releases may be
had from the firm upon request. .
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639 Penobscot Building
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International
Detrola

Wm. C.E);y & Co.
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DETROIT 26, MICH.
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Michigan

Brevities

Standard Accident Insurance Company has announced that at a
meeting of stockholders investment of $2,500,000 in the stock of a new
fire insurance company to be wholly owned and operated was ap-

proved.

The" stockholders also ap-*
proved the issuance of ;175,938
shares of common and' the of- -
fering to stockholders of  the
nght to subscribe to it at $10 .
a share on the basis of one
share for each share held.
. Transferable warrants will- be'
issued as soon as clearance is '
received from the SEC.

K £ £

A fight for control «of the De~
troit Paper Products Co. ended in
victory for an Indianapolis group
which represented big paper. in-
terests and left minority stock-
holders wondering where they’ll
wind up.

‘Stockholders of the Detroit firm
had voted down a proposal to sell
the company to the group with
majority interests garnering 67%
of the vote against 75% needed
for approval. .

Later in the week the company
was taken over by -the simple
method of buying up large blocks
of stock in prwate sales

King Seely Corporatlon of Ann
Arbor has acquired the controlling
interest in Central Specmltles of
Ypsilanti,

~ Preliminary arrangements
have been made with Watling,
Lerchen and Company - of De--
troit for issuing the new capital
stock of King Seely to provide .
additional working capital for
expanded operations,

Central .Specialties makes
plumbing fittings and gray iron
castings for the leading auto and
power tool firms.

* #

Personnel Changes: - Harry F.
Vickers, President of the Vickers
division, was named a Vice-Pres-
ident of the parent Sperry Corpo-
ration. William A. Mara,
former sales ~manager of the
Stinson Division of Consolidated
Vultee, has joined Bendix Avia~
tion. . . , Clifford Sorensen, son
of Charles E. Sorensen, President
of Willys, is Vice-President of
F. L. Jacobs. : . . .and Van
Darsey has been promoted to the
Presidency of Parker Rust Proof.

* £

At the annual meeting of the
Security Traders Association of
-Detroit and Michigan, Don
Miller, of McDonald Moore and
Company was elected Presideat.

Other officers are Paul More-
land, of Allman, Moreland & Co.,
Vlce President; Harold R. Chapel, |
Crouse, Bennett Smith and Com-

pany, Secretary; and Alonzo C.
Allen, Blyth & Co., Treasurer.

.. Ray O'Donnell], of R. C. O’'Don-
nell Company, was elected Chair-
man of the Program Committee,;

‘| Ray E. Davis, of E. H. Rollins &

Sons,; Chairman of the Member-

‘ship ‘Committee; and . Ray Ber-
| nardi, of Cray, McFawn & Co., the

retiring President, becomes Chair-
iman of the Arbitration and- Ethlcs
Committee.

The above officers and Commit-
tee Chairmen constitute the Beard
of Directors.

Other appointmenis  were
Frank  P. Meyer, of First of
Michigan Corporaiion; John K.
Roney, of William Roney & Co.,
and C. Edwin Mercier, of Mer-
cier, McBowell and Dolphyn as
National Committeemen. Alter-

- nates are H. Russell Hastings, of
H. R. Hastings & Co.; A. Buell
Quirk, of M. A. Manley Ce., and
Neil DeYoung, ~of ~DeYoung,
Larsen and Tornga.

The newly elected officers an-
nounced that they are contem-
plating a more active program
with monthly conference and dis-
cusswn ‘meetings... for. . nembers
only in addition to the customary
spring and fall dinners. A mem-
bership. drive is also  being
planned. : : : ;

The Detroit Stock Exchange. is
sponsoring ‘a window display in
the Fort Street side of the Pen-
obscot Building, in which the Ex-
change is located. .

The displays will be changed
from time to time and will fea-

'| ture products of companies whose

stock is listed on the Exchange.

Initial window was culture of
Penicillin and the handling of
blood plasma by the Parke Davis
‘Company.

Seaboard Of Interest
Sutro Bros. & ‘Co., 120 Broad-|
way, New ¥ork City, members of,
the New York. Stock Exchange,|
have prepared an  interesting;

M. | arbitrage circular on Seaboard Air

Line Railway Co. Copies may be
had frem the firm upon request.

NY Bank Stocks Compared
' Laird, Bissell & Meeds, 120

W.| Broadway, New York City, mem-

bers of the New York Stock Ex-|
ichange, have prepared a detailed
comparison and -analysis 'of New
York City Bank Stocks as of Sept.
130, 1944, copies ‘of which may be
had from the firm upon request

Natumal Stamping Co. '

Report )‘urmshed on request

MERCIER, MCDOWELL
& DOLPHYN

» Members Detroit Stock Ezchange 4
Buhl Bldg. - Cadillac 5752 |
) DETROIT 26

L. A. Darling Co. |

An Excellent Past Record
and Exceptional Post- Wat‘
_ Prospects

Circular on Requcst

Member Detroit Stock Exchenge
1051 Penobscot Building
DETROIT 26, MICH,
Teletype DE 15

Battle Creek Lansing

gigitized for FRASER
fttp://fraser.stlouisfed.org/

Memberships Increase.

the Exchange authorized the sale

‘have been 42-purchases of mem-

i N.

I low-priced stock in an- industry
| with a bright future and offers in--
‘teresting possibilities, according

1& Co.,

; Allman Moreland & Co.

| cular on Riverside Cement class A |

Chicago Stock Exch:

CHICAGO, ILL.—The purchase
of the sixth membership in.two
weeks on the Chicago Stock-Ex-
change was arranged Oct.' 10, it
was announced by Kenneth L.
Smith, President of the Exchange..
The  purchase wprice was- $3,600,
unchanged . from recently - an-
nounced transactions.

Mr. Smith, in. commenting on .|

the purchase, said, “On.Sept. 12,
1944, the Board of Governors of

of five memberships held in the’
treasury. of the Exchange. 'The
Boards’ action called for the sale
of these memberships only to es-

tablished and sstrongly. financed |-

investment houses.” Fi

Mr. Smith added, “Upon:the
election of these recent purchasers
to membership the aggressive pol-
icy of the Board of ‘Governors to
broaden the base. of firm and cor-
porate memberships on the  Ex-
change will have reached a:peak
not.- equaled since 1932, There

berships during 1942, :1943" and
1944

Mr. Smith further added, “The
Chicago Stock Exchange members
ship has broadened outside Chi-
cago, particularly. in the Middle
West. . Many of the most substan-
tial firms and corporations in Illi-
nois, Wisconsin, Missouri, Minne-
sota, Indiana and other adjacent
States - have ‘joined the Chicago
Steck Exchange with the avowed
purpose of constructing a strong
Middle West market-place., The
natural flow of buying and selling
orders that 'is developing from
these new memberships. will
broaden the markets of the Chi-
cago Stock Exchange.”

--Ray E. Davis Dead.

Ray- E. Davis, manager of ‘the
Detroit office of E, H, Rollins and
Sons, investment firm, died after
a two months’ illness. He, was 50
years of age and made his home
in Huntington Wooeds, Royal Oak.

Born in Freedom, N. Y., he wase
a graduate of the University of
Michigan  and served in World
‘War 1, being honorably discharged
inJuly, 1919, as a First Lieutenant
after . serving overseas for, 12
months with the 78th Division.

He. had been active in the se-
curities business in Detroit for the
past 20 years and was a director
of the Security Traders Associa-
tion of Détroit and Michigan. He
was also a founder and member
of Hammond-Gray Post,” Amer-
ican Legion, at LaPorte, Indiana,
the ¥. and A. M. Lodge of Arcade,
Y., the Pine Lake Country
Club, and the Sojourners Club of
Detroit.

Situations Interesting

In Conn. Companies

Chas. W, Scranton & Co., 209
Church Street, New Haven, Conn.;
members of the New York Stock
Exchange, have prepared memo-
randa ‘on Acme Wire Co.; Veeder-
Root, Inc.; Scovill Mfg, Co.; Ar-
row-Hart & Hegeman Electric
Co.; Landers, Frary & Clark, and
United Tlluminating -Co.; Connec-
ticut situations which appear at-
tractive at current levels, ‘Copies
of these memoranda may be had
from Chas. W. Scranton & Co:]
upon request, Fih ;

Bright Possibilities -

Giant Portland Cement ~is_ a

to a circular prepared by Lerner
10 Post Office Square,
Boston, Mass. Copies of this «cir-,
cular may be had from Lerner &
Co. upon request and also:a cir-

Aem'e Wire Co.

which the firm believes is an out-
standing cement stock with a div- |
idend Arrearage.

*'Veeder-Root, Inc.
Scovill Mig. Co.

New London

Arrow-Hart & Hegeman Elec. Co.
‘ Landers, Frary & Clark’
Umted Illuminating Co.

Markets and memoranda on’ these. Connecticut compames
~available on' request -

CHAS. W:SCRANTON & CO.

NEw HAVEN
‘Waterbury
. Members N, Y. Stock Exchange

- Danbury

Connecticut Brevities

The Silex Company of Hartford has announced.the-purchase of -
the Canadian Silex Company,: Ltd. of -St."John’s, Quebee, for ap-"

proximately: $175,000. . The late Frank. E. Wolcott Pre51dent of “the -
Silex Cornpany, was the.sole owner of the Canadlan Company: f.
The' Company is negotiating for the purchase of presently leased

‘property in Circleville, ‘Ohio.

‘1ire war Proaucaon Board has
authorized the company to resume
productlon of ‘automatic electric
steam. irons; the quota for. the
month of November being 5,000.

Subject to the approval of the -
Securities and Exchange Com-
mission,. 82,000 - shares - of the.
-stock belonging to the estate of-
Frank E. Wolcott, will be sold
to the public. The transaction
will invelve some.  $1,300,000.
At 'the present . time, of the
215,000 shares outstanding, only
50,000 are in the hands of the
public.

Eastern Malleable Iron' Com-
pany of Naugatuck recently ac-
quired Frazer -and Jones Com-
pany of Syracuse, N. Y., through
purchase of all the outstanding
stock. Frazer and Jones, whose
capital and surplus approximate
$500,000, has been in the foundry
busmess about a century

2
i ]

The Darlmgton R I, plant of
the Hamilton Standard Propellers
Division - of United Aircraft - of
East Hartford, will gradually ,re-
move - production lines and "be
closed down by the end.of the
year after completing its war con-
tracts.

This wag the most recently es-
tablished ' of the - branch ' plants
and having successfully served its
purpose in meeting the peak war~
time demand, it is no longer
needed to fulfill schedules,

It is expected. that the 600
-workers will be transferred to
the company’s plants at East
Hartford and Norwnch

*

Danbury and Bethel Gas &
Electric Light Company has called
for redemption on- February 1,
1945, the entire issue of 6% series
A bonds due Aug. 1, 1948.

s K] #

Nine months earnings for two
of ‘our state banks show a con-
siderable increase over the corre-

I'sponding period in 1943.

. The Hartford - Connecticut
Trust Company showed earn-
ings ‘of $4.94 a share against
$3.65 in 1943, while the Phoenix
State Bank & Trust Cempany
for comparable periods showed
$71 66 and $14.49, respectxvely

n. its statement of Sept. 30
1944, - the Hartford ~ Connectlcut
Trust Company showed total as-
sets of $102,422,136 as compared

Tierr BBROTHERS
Members New York and Boston Stock
Exchanges -

' Associate Members New York Curb.’
Exchange

Primary . Markets in
_ Hartford and
“Connecticut Securities
Hartford 7-3191

New York:
BOwling Green 9-2211

Beli Sy§tem Teletype: HF 365

to $108,288,887 a year ago. : There
was an increase-in loans-and dis-
counts' and in U, S."Government *
securities, while cash ‘and . due
from banks was*lower by $11,~-
553,682, Total deposits showed a
decline of. some $6,510,100. Un-
divided profits were up $430,102,

Book wvalue per - share was
$50.19 against $47.50 as of the
end of September, 1943,

The ' Phoenix - State: Bank &
Trust. Company  in . its balance
sheet "of Sept. 30, 1944, showed
total assets of $77,810,567, which:
was $11,927,242 less than-a:year:
ago. Deposits of $72,558,384 were
off $12,159,813. The bank has un-
divided profits of $1,224,893 which
represents a gain of $220,142.

Book  wvalue of $276.56 per
share compares with $262,80 in
1543.

The Stamford Water Company
of Stamford is currently offering
to purchase its outstanding first
mortgagé. 5% bonds due July .1,:

1952, from the bondholders at

their prineipal amount plus a pre--
mium of  $294.48 per $1,000 of
principal amount, and accrued in-
terest to ‘Oct. 31, 1944, = At. this
price the yield is approximately
1.00% to maturity.. Total pay-
ment per $1,000 bond, including
gccrued interest, amounts to $1,~
11.15

The  offer  expires Nov. 1,
1944. Bid prices for the year
ranged between 121 and 122.

" b £

The Hayes Manufacturing Com-
pany of Grand Rapids has made
an offer to purchase the common
stock of the Farrel-Birmingham
Co. This latter company is the
result of the merger of the Farrel
Foundry and Machine Co., estab-
lished 'in 1848 and the Birming-.
ham Iron  Foundry founded in
1836, representing two of the old-
est machinery manufacturing con~
cerns in the East.

Plants -are now operated in
“Ansonia and Derby, Conn., and

. in Buffalo, N. Y.

Cooley & Co. Adds Gaerste

- (Special to The Financial Chronicle), .

" HARTFORD; CONN. - John L.»
Gaerste - has joined the staff -of
Cooley . & Company,. 100 Pearl.
Stréet, members of the New York

Stock Exchange. Mr. Gaerste was

gzreé/lously 'thh Tucker Anthony

o

*- Attractive Possibilities

Lukens Steel common and West-
ern Light & Telephone common
offer attractive possibilities,” ac-
cording to memoranda issued by
Buckley Brothers, 1529 Walnut
Street, Philadelphia, Pa., members
of the New York Stock Exchange
and other national exchanges.
Copies' of these memoranda may
be had from Buckley Brothers on
request, -
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|  Deflation In Prospect For. 1945

“‘Deflation: rather than-inflation will, dominate the economy in

'1945 ” according to Dr. Robert C. Shook, Vice-President’ of the Inter-

national Statistical Bureau,; Inc: Members of the Tanners’ Council
of ‘America,: who 'held their ‘28th annual meeting “at the Waldori-

! "“No industry or individual can®
escape “the effects of heavy war
. contract cancellations in the near

future,” continued - Dr.. Shook.

. {‘Business " profits ' and .individual

incomes will decline. Purchasing
policies .will:reflect not only the
deteriorationof  supply - demand

. ‘relations but also a less optimistic

psychology. Wide-scale modifica-
tions of -government controls: will

~have.to be made as the transition

from war to peacetime operatlons
gets under way.

“Industry’s success in meetlng
unbehevably high wartime goals
has generated a confidence in the
future that may be somewhat mis-
placed. Wartime production rec-
ords would have been impossible
without complete . conversion, : a
fact” which emphasizes. the prob-
lem of reconversion, Wartime pro-
duction records. also measure -the
great increases in productive ca-
pacity and.raw material supplies
that have occurred,

“Price movements during re-

‘conversion will be varied. - Some

commodities have been held down
by ceiling prices, while others al-
ready require strong support. Ag-
ricultural - prices are relatively
high, By summer or fall of next
year, sharp price declines should
be under way. = Somewhat higher
prices for finished items not pro-.
duced during the war will be an
offsetting factor. Dr. Shook em-
phamzed the belief that the gen-
eral price level would show small
declines in 1945,

' “Business ‘now is: greatly con-
cerned with  the elimination .or
easing of government controls,
Limitation of civilian output wiil
be dropped very quickly once mu-
nitions contracts are reduced by
The life of OPA, however,

question. [Public reaction against
rationing ‘is likely to be strong.

. Many business groups, however,

support a ‘continuation "of price
To some
extent, this reflects the belief that

" history will repeat'itself, and that

¢ there will be a rapid price ad-

‘yance like the one that reached a
peak in 1920,

~“Imported commodities involve
a special problem. ' If domestic
demand falls' enough ~after the
European ‘war ‘énds so that im-
ports are no longer needed, then it{m

“would hardly seem that price con-
. trols would be necessary.

If the
domestic market still depended
on imports, however, price ceil-

' ings mnght prevent them from
i coming in.

Speculative holding
of Latin American raw materials

¢ has already been reported, Amer-
. ican importers have already en-

countered difficulties in operating
in foreign markets under domes-
tic price cellmgs Dr. Shook ex~
pressed the view that these prob-
lems would become more rather

-~than -less intense after the Euro-

pean war ends.
“There seems to be a tendency

" at the moment fo take wartime

distortions as a matter of course.

“ The public at large and even bus-
.~ inessmen have become so accus-
. tomed . to .the enormous rate of
_ wartime production,’ that views
. about the future, when the econ-
. omy will depend more heavily on
. ‘private linvestment, are. colored
. by developments of the past year|
ents have' been
. dommated by government spend-
- ing.

Government - spending - for
war now duplicates, every ten

weeks, the total amount spent for
. the last war,
. material eapacity closely approxi-
. mates the raw material capacity

The increase in raw

available at the time of the- last
war. +Expansion in plant capacity
been ‘equally —sensational.
These tremendous increases-in po-
tential output have a direct bear-

jitized for FRASER
% //fraser stlowsfed org/

R .

. Astoria on October 12th; were told.that the history of sharp’ pnce
radvances such-as followed the last war would not be repeated

ing on the question of contmumg |

government - controls = onee eut-

' backs become -widespread.” -

Mississippi Valley
Group Of IBA Meels

ST, LOUIS, MO.—The annual |

meeting of the Mississippi ‘Valley
Group of the Investment Bankers
Association of America ‘was held
Oct. 18, 1944, at the Jefferson
Hotel, St. Louis. Various commit-
tee reports and the report of the
Secretary-Treasurer, . Garfield *'J.
Taussig, was - received . and : the
election of officers and the Execu-
tive Committee for the year 1944-
1945" held.

The Nominating Committee ] pro_
posed the following slate: John A.
Kerwin, Kerwin,; Fotheringham &
Co., Inc Chairman;  Garfield . dJ.
Taussxg, Taussxg, Day & Company,
Inc.,” Vice-Chairman; - Chapin . A.
Newhard, Newhard, Cook & Com-
pany, Secretary-Treasurer. Mem-

bers of the Executive Committee:.

Harry Theis, Albert Theis & Sons;
Inc.; H. Frederick Hagemann, Jr.
The  Boatmen’s ‘National . Bank
(both" ex-officio);
Sharpe,  Mercantile - Commerce
Bank . & - Trust Co.; Jerome  F.
Tegeler,  Dempsey, = Tegeler &
Company; Bert H. Horning, Stifel,
Nicolaus & Co., Inc.; - Benj. E‘.
Frick, Jr.; Stix & Company; Oscar

H. Wibbing, O. H. Wibbing &

Company, all of St. Louis, and
J. C. Lancaster, Union Planters
National Bank & Trust Co., Mem-
phis, Tennessee.

Phila. Banks Plan
Business Gredit Fum!

Plans for the formation of a
$10,000,000 bank credit fund, by a

group - of Philadelphia ‘banks,”to

provide ‘ an - additional - source: of

credit - for ' small . and- medium-’

sized businesses in the reconver-
sion and post-war periods,: were

announced today by Evan Ran- |

dolph, President of the Philadel~
phia National ‘Bank, and :Chair-
man of the committee organizing
the group. These plans are now

being eonsidered by the manage-

ments of several of the:larger
banks in Philadelphia and will be
submitted - shortly. to -all’ of the
banks in the city. :

“Formation of this credit group,”
said Mr. Randolph, “is a sincere
effort on the part of banks to Iend
every financial assistance to the
businessman during the days when
business enterprises:must be .re-
converted from a wartime to a
peacetime basis. -~

Officials  of ‘each bank whlch
becomes a member of the group
will serve jointly on a loan com-
mittee to consider the merits of
each loan application, and every
effort will be made to ' provide
ways and means to accommodate
the applicants.

The ' bank ' eredit = group wxll
serve -the entire Third ‘Federal
Reserve District, comprising, in

addition to Philadelphia, that por- |
tion of Pennsylvania east:from |

about - Johnstown; New :Jersey

south from Trenton, and-the en— v

tire State- of Delewate

Attractive Situations .

" Common  and 6% . cumulative|

convertible  preferred . of . the

American Bantam Car and. Pan-|
ama - Coca-Cola offer. - dttractive |

situations according ' to cn‘cuIars
issued by Hoit, Rose & Troster, 74
Trinity Place, N. Y. City. . Copxes

of - these ' eirculars ' may “ be “had-

from the firm: upon request.

William  P..

AiStretegic, Grewing Air Line Flying

“The Valley

~ And Bisecting Every Transcontinental Air Carﬁer

CHICAGO and SOUTHERN
AIRLINES "

Analyszs on Request

t

SLHERCK, RICHTER COMPANY

; - Landreth Building
st. Louis .2, Mo.

BELL TELETYPE
SL 456

Level Route”

. GarrFIeLD 0225
L. D. 123

" o “ [ ] H | ““‘” 3
Missouri Brevities
‘Recent Underwriting Activities’

Several  Missouri dealers were members. of the underwrltmg
group . headed by Halsey, Stuart & Co., Inc. which purchased uhe
$300,000,000  Arkansas Power & Light Company, First Mortgage 314

due~1974.

Iacluded were Stern Brothers & Co., of Kansas City and

Metropolitan St.. Leuis Company, Newhard, Cook & Co., Reinholdt

& Gardner, L M
St.. Louis.

Van Alstyne, Noel & Co. andl

Kobbe, Gearhart & Company of
New Yerk headed an underwrit-
ing . group, including - Newhard,
Cook . & Co. of St. Louis which
offered 225,000 shares of Allen B.
DuMont: Laborateries, Inc:, Class
A Common’ Steck at' $7. 375 ‘per

-shar e.

0.  H. Wibbing & Co. of St

Loeuis were members of an under- §
writing group headed by Brails-

ford - & Ce. and  Shillinglaw,
Crowder & Co., Iné, of 'Chicago
offering - 150,000, shares of Elec-

tronic Laboratories, Inc., Common

Steck at $5 per ishare.

. Kidder, Peabody and Company. |
and Drexel and Company headed j

a‘banking group offering $23,735,-

000 General -Mortgage 3%s due [§

1975 of the Pittsburgh, Cincinnati,
Chicago and St, Louis Railread at
102, Inéluded among.the under-
writers: were G. H. Walker &
Company and Newhard, Cook and
Company of St. Louis.

" Falstaff Brewing Corporation
Expansion Program

~ Falstaff Brewing Corporation of

St. : Louis has announced a post-.

‘war. expansion and rehabilitation

program for its.plants at Omaha,
New QOrleans, and St..Louis. Plan-
ning. and execution of this pro-
gram. :will be under the supervi-
sion of Harvey Beffa, Vice- Pl‘eSl-
dent.’ Stock of the company 'is
listed on the New York.Curlb and
St. Louis Stock® Exchanges.

Oragin & Trimble Now
With:Slayton & Co.

. (Special to The Financial Chronicle)

ST. LOUIS, MO. — John H.
Cragin and J. L.vTrimble have be-
come ' associated with Slayton &
Co., Inc., 111. North Fourth Street.
Mr Cragm was formerly pro-
priefor of the Cragin Investment
Co. in'Joplin, Mo. Mr, Trimble
was with Prugh, Combest & Land,
Inc. in Kansas City.

Simon & Co., and Stifel, Nicolaus & Co., all of |

St. Louis Traders To -
Hold Meeling, Election

~ The -annual electlon ‘and  din=
ner of the Security Traders Club
of St. Louis will be held Nov. 9,

1944, according to an_ announce- |

ment by . El-
mer F. Bar-
‘kau,. Secre-
tary. The fol-
lowing - slate

has been pre-.

sented to the
members: Jo-

. seph G, Peter-:

sen, Eckhardt-
Petersen &
Co., President;
Walter:C.
Haeussler,
Paul Brown &
-, €0y,

dent; Mel Tay-
lor, . Semple,
Jacobs & Co.,

Joseph G. Petersen Second’: ‘Vice-

President;  E..

Iéen Hagemann, G, H. Walker &
0.,
man J. Zinzer, Dempsey, Tegeler
& Co., Secretary; Robert M. Guion,:
Newhard, Cook & Co., Treasurer;
George M. White, White & Co,
National Commltteeman

‘The nominating committee con-.
sisted of Dumont G. Dempsey, of
Newhard Cook & Co.; Ralph C..
Déppe, of Edward D. Jones & Co., |
and” Lester - W...Knickmeyer, of |
Albert Thels & Sons.

Airline With A Future

Chicago and-Southern Airlines,
Newhard, Cook & €o.; Ralph C.
“The Valley Level Route” and’
blsectmg every transcontmental
air carrier, offers attractive possi-
bilities accordmg to an analysis
prepared by Scherek,” Richter
Company, Landreth Buxldmg, St.
Louis, Mo. Copies of this analysis
may be had from Scherck, Richter
Company upon request,

Anheuser-Busch, Inc. Capital
Fulton Iron Works
Common - Preferred - Bonds

St. Louis Public Service
Income 4s &‘ 1st 55 Class “A” Com.
Seven: Up Bottling Co.

of St. Louis

Jefferson Hotel

Common - Preferred - Bonds

STIFEL, NICOLAUS & CO

INCORPORATED
y 1044

St. Louis Chicagd

St. Louis

Peltason Tenenbaum Co.

803 Landreth Bldg. .

ST, LOUIS 2, MO. '
Teletype—SL 488 L. D. 240

i

Fast and accurate Markets in all '

ST. LOUIS
SECURITIES

" Direct Private Wire to
New York and Providence Offices

G. H. Walker & Co.

Members
New York Stock Exchange and
Other Principal Exchanges

503 Locust Street

ST.'LOUIS 1, MISSOURI -
Teletype SL 84 Tel, Cen_lrnl 0838

Firstr]
Vice - Presi-

Third Vice-President; Her-

We Are Interested In:
. St. - Louis Bank Stocks
and
Pickering Common

Laénlle Hotel, Beaumeont, Texas

]

Metropolitan St. Louis
. COMPANY
INVESTMENT SECURITIES
" 718 Locust Street
Saint Louis 1, Mo.

Central 8250
L. D. 208 -

St, L. 499

“Attractive Situations

Ward & Co., 120 Broadway, New
York City, -have prepared circu-
lars on -several situations which
currently offer atfractive -possi-
bilities, the firm beliewes. Copies
of these e¢irculars, on the follow-
ing issues, may be had from Ward
& Co. upon request.

Du Mont Laboratories “A”;
Merchants Distilling; General In-
strument; Great American Indus-
tries; ‘Massachusetts Power &
Light $2 preferred; Majestic Ra-
dio; Magnavox Corp.; Electrolux;
Brockway Motors; Scoville Mfg.;
Bird & Sons; Cons. Cement “A”;
Riley Stoker; Alabama Mills, Inc.;
and H. & B American Machme

-[preferred.

“Pickering Lumber
- Corporation
' Common

Circuiar on request

WHITE & COMPANY

stsnssnppx Valley Trust Bldg.
' ST. LOUIS 1, MO,

STix & Co.
INVESTMENT SECURITIES

" '508 OLIVE STREET "

ST. Loins 1.)110.

Members St. Louls Stock Excnange )

t

* Coast to Coast Wire Systerﬁ

" National Candy
- Company
Common Stocks

Listed on
St. Louis Stock Exchange

0. H: WIBBING & C0.

Members
- St. Louis Stock Exchange

'“319 North Fourth Street

‘. Saint Louis 2
h"eletypé SL. 158

LD. 71,
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INSURANCE &

ANALYZED
Special Bulletin and Booklet

Inqumes mvxted

New York = = . Chicago: ~

Bought — Sold — Quoted .
REVIEWED

Trading daily 7 a. m. to 5 p, m. (P. C. T.)

BUTLER-HUFF & CO.

OF CALIFORNIA
210 West 7th St., Les Angeles .
PRIVATE WIRES

TELETYPE L. A, 279 =

BANK STOCKS
COMPARED
Service to Dealers & Brokers

Orders sohclted

San Francisco = - Seattle.

L. A. 280

‘Bank and Insurance Stocks
This Week— Bank Stocks

By E. A. VAN DEUSEN
Earnings of New York City banks in the third quarter of 1944
‘show a substantial gain, in most instances, over earnmgs in the third
iquarter of 1943.  Thus, the steady upward trend in the earnings of
leading Wall Street banks which started in 1938, continues unabated.
The accompanymg tabulatlon shows thlrd quarter and nine
months earnings per-share for 1944 vs. 1943.

‘ iBank of Manhattan.. .. . . ..
‘Bank of New York._ ...
Bankers -Trust ;
Central Hanover B, & 'T. a
Chase National
Chemical Bank & Trust.
Commercial N, Bank & T

Continental Bank & Trust..
Corn Exchange Bank & Trust._
First National
Guaranty Trust
Irving Trust Ly
Manufacturers Trust
National City
New York Trust

Public National Bank & Trust._
United- States Trust

]

Average ...

Thhd Quarter
4

Nine Months

1943 194 1943 1944 Increase

$0.36 $0.55 $1.02 $1.45 42.2%
L. 6.23 7.97 18.28 21.23 16.1 °
_________ 2 0,76 1.05 2.40 2.97 23.8
1.50 1.50 4.05 4.30 6.2
_________ ~ . 0.93 0.73 #1.56 #1.85 18.6
0.74 0.84 #2.17 #2.65 22.1
0.96 1.18 2.57 3.26 26.8
0.53 0.59 1.37 1.50 9,5
A 0.:99 2,65 291 9.8
___________________ 25.79 71.68 83.81 16.9
_______________________ 5.65° *13.73 . *13.93 15
0.27 0.58 0.77 32.8
_________________ 1.28 3.29 3.58 8.8
___________________ 0,66 #1.68 +1.93 14.8
1.93 415 5.24 263
1.16 i, 2:36 3.31' '+-40.3
__________________ 16.13 50.07 49.61. -—0.9

. 18.6%

#As reported by bank.

“'The above figures are ‘indi-®
cated earnings” computed. from
the balance sheets, except where
marked with an asterlsk A few
of the large banks are now fol-
lowing the practice of pubhshmg
rather complete interim- earnings
feports, thus, Chase, ‘Chemical,
Guaranty and National City have
publmhed earnings figures for the
nine months ending Sept. 30, 1944,
compared with the simiiar perlod
in 1943,

“In the case of Chase National
Bank,. “net profits on securities”
amountmg to $0.30 per share dur-
ing the first nine months of 1944,
in addition to “net current oper-
ating earnings,”. have ~also been
ecarned, which raise the bank’s
total net earnings for the period
to $2.15, or a little more than
double annual dividend require-
ments at the rate of $1.40. For the
nine months period of 1943, how-
ever, security profits were higher,
amounting to $0.72, thus bringing
total profits up to $2.28 per share,
or $0.13 per share better than cur-
rently.

The figures for National City
Bank include those of City Bank
Farmers Trust, whose entire cap-
ital stock is held in trust for the
benefit of the shareholders of Na-
tional City Bank. In addition to
the “net current operating earn-
ings” reported in the table, “net
profits. on securities” amounted
t0 $0.24 per share in 1943 and
%1.09 in 1944, thus, including se-
curity proﬁts National City has
earned $3.02 per share in the nine
months of the year vs. $1.92 for
the same period last year. Current
dividend requirements are there-
fore being earned four times.

It is interesting to note that the
average betterment in earnings of

New Jersey
Bank Stocks
Local Securities

J. S. Rippel & Co.
Established 1881
18 Clinton St., Newark 2, N. J.
MArket 3-3430 ¥ g
M. Y., Phone—REctor 2-4383

‘Comparison & Analysis

New York City
Bank Stocks

Sept. 30, 1944

Available on Request

Laird, Bissell & Meeds

Memburs New York Stock Exchange
120 BROADWAY, NEW YORK 5, N. Y.
Telephone: BArclay 7-3500
Bell Teletype—NY 1-1248-49
L. A: Gibbs, Mansager Trading Department)

the 17 banks under consideration,
for the nine months of 1944 vs.
1943, is 18.6%. Only one bank,
viz: United States Trust = Co.,
shows a decline.” Bank of Man-~
hattan, Public National Bank &
Trust and Irving Trust, show out-
standing gains. However, since
{hese gains are based on “indi-
cated earnings” for interim pe-
riods, they cannot be taken .as
conclusive.  The results, by and
large, however, are - significant
and . distinetly encouraging . to
bank stock investors.

Compared with the mid-year
figures, despoits of these banks on
Sept. 30 were approximately $1,-
590,000,000 lower or 6.5%; com-
pared with Sept. 30 of last year,

however, .they were higher by
$148,000,000 or 0.6%. So far as
quarterly statements are con-

cerned, June 30, 1944, registered
the all-time peak—thus far. The
decline in' deposits since July is
attributable to withdrawals by the
United States Government from
war loan deposits for the -settle-
ment of war contracts. The rec-
ord volume registered in the mid-
year statements resulted from the
Fifth War Loan drive, It is prob-
able that deposits will again rise
to a new peak as -the Sixth War
Loan gets under way in Novem-
ber and December.

Some aggregate figures for the
above group of banks, as of recent

quarterly dates, are given below:

Secrefary Morgenthau Anhclpales
No Rise In Interest Rates
~In Foreseeable Future

Tréasury Head Also Predicts No Need For Wholesale Post-War Funding
Of Public Debt Into Long Term Bonds. - -
ings Of Short Term Government' Obhgahons Has Placed Them In A/

Position Of Unparalleled Liquidity.

-Holds Commercial Banks” Hold-

In an address at a War Bond Rally at the Hotel Blltmore Los

thau Jr., in
-, addition to
“:calling - atten-
tion"to a $70
billions ' - sav-
ings in gov-

ernment - cost,
“because  of

wartime con-
-~ trol of prices,

stated that the
low interest
rates on the
present public
debt, as con-
trasted with
the rates pre-
vailing in

World War I,

has saved the

taxpayers ap-

proximately
$4 billions per year. He predicts a
continuation of the present in-
terest rates, and stated that ‘“sav-
ings are abundant and promise to
meet all likely demands,” and that
because commercial banks were
encouraged to buy government
short-term obligations, they are in
“a posltlon of unparalleled liquid-
ity.” The following is fhe text of
Mr. Morgenthau’s remarks:

For the last week I have been
addressing a number of meetings
such as' this in various parts of
the country. During the course of
these talks I have endeavored
to outline briefly some of the
philosophy behind American war
finance as we at the Treasury De-
partment view: it.

The democratic ~manner in
which the financing of the war
has been handled, I described Iast
Saturday at Atlantic City. About
85,000,000 individual Americans
have bought bonds of their gov-
ernment. They have bought them
not as a result of compulsion but
{or purely patriotic’ réasons’ and
because they are the best invest-
ment in the world,

Thursday, addressing a gather-
ing similar to this at New Orleans,
I emphasized the part. which war
finance has played in economic
stabilization. The heavy tax bur-
dens. which the American people,
generally speaking, have accepted
with extraordinarily good grace
and the Jlarge proportion of the
increase in the public debt which
has been absorbed by the men and
women of . this country, have
played a very important part in
holding inflation in check.. The
OPA has estimated that if prices
during this war had. risen as
sharply as in World War I, there
would have been approxxmately
a $70,000,000,000 ingrease in gov-
ernment costs — a $70,000,000,000
additional burden ‘fastened onto
the country.

Today I would like to conclude
this resume with a quick exam-

Morgenthau

Sec.

The recent trend in deposits
and in loans and investments is
shown, and also the extent to
which leading Wall Street banks
are keeping fully invested, while
at the same time maintaining
legal cash reserves with the Fed-
eral Reserve Bank. The percent
ratio of loans and investments to
deposits for Sept. 30th is the high-
est during the period shown, and
is probably about the highest that

is practicable under present re-
serve requirements,

Loans and
. . Loans and Investmems
Date Deposits Governments Investments. o of Deposits

9-30-1943_ _____._ $22,394,000,000  $13,444,000,000 $19,588,000,000 87.5

| 12-30-1943._._____; .21,819,000,000.. 13,382,000,000 18,406,000,000 84.5
3-31-1944_ 22,4172,000,000 13,886,000,000  19,324,000,000 .. 86.5
6-30-1944_ 24,132,000,000 14,809,000,000 - " 20,927,000,000 © 87.0
9-30-1944__ 22,542,000,000 14,274,000,000 88.5 -

19,845,000,000

- Angeles, Cal on Oct. 14, Secretary of the Treasury Henry Morgen-

ination . of - interest rates and. a
glance at the post-war public deb’c
problem as I see it.

The-great expansion in the Fed-
eral debt has been achieved with
virtually stable interest rates’ —
thanks largely to your 'efforts.
Such change as has occurred has
been to slightly lower levels. This
contrasts with World War I when
almost. each new series of bonds
carried a higher interest rate, so
that - the cost trend  was almost
constantly upward. As. a result,

the average interest cost has been |

only 134% on the wartime in-
crease in' the public- debt. This
contrasts- with 414 % for - World
War 1.

The resulting interest saving ap-
proximates $4,000,000,000 a year—
quite a tidy sum to have saved
for the taxpayers of this nation.
Realization of your part in this
saving, I believe, should give you,
as it has us at the Treasury, a
feeling of real accomplishment.

Moreover, and  this is a point
déserving of particular. emphasis,
the interest on all securities sold
during the war has been fully
taxable while the issues marketed
during World- War I were 'all
either wholly or partially tax-ex-
empt. This has resulted in a fur-
ther net saving to the. Treasury
amounting ' to several hundred
million dollars a year. Further
through removal of tax exemption
all purchasers of government se=
curities are taxed their share of
the war cost in proportion to their
ability to pay. This is a point
which may not have occurred to
you but which should be of help
in the sale of E bonds. !

Incidentally, the Government in

eliminating tax exemption relin-.

quished any ‘‘unfair” advantage it
might have had over private bor-
rowers in - securing credit. Tt

thereby served to strengthen the"

private enterprise system

President Roosevelt, in his 1949
Budget Message summarlzed the
situation as follows:

“The primary achievement of
our debt policy has been the
maintenance of low and stable
rates of interest. Average in-
terest rates payable on the pub-
lic debt now are less than 2%.
Interest received from all new

issues is fully taxable. As a re-

sult, the net cost per dollar bor-

rowed since Pearl Harbor has

been about. a third the cost of
borrowing in the first World

War.”

Pelsonally, I do not antxclpate
a rise in interest rates in the
foreseeable . future. Savings. areé
abundant and promise .to be ade-
quate to meet all likely demands.
We believe,  therefore, that we
shall be able to refund our obli-
gations, as they come due, at rates
comparable to those now prevail-
ing. Thus, the saving to the
Treasury will continue over a
long period of years. At the same
time the people to whom you have
sold the war bonds will continue
to be satisfied rather than d1s-
gruntled customers.

Moreover, quite apal’c from 1ts
value to the Treasury—and, hence
to the taxpayers—the continuanc‘g
of low interest rates, will provid
a stlmulus to the national econ-
omy in the post-war ‘period. ngh
interest rates limit. enterprise and
discourage employment. Low in-
terest rates stimulate business and
make for expanding employment.
* Just as I'see ho reason for sub-

-{stantially higher interest rates in:

l

the.post-war: period, I do. not see-
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ment.

any need for a ‘wholesale post-
war funding of the public- debt
into long-term bonds.

In the first place, it would cost
the  taxpayers (more .in interest.
Next, it would shift whatever risk
there is inherent ‘in fluctuating
interest rates from the.Govern-
ment, which is able to bear it, to
ll’lleldualS, institutions and- cor-
porations.. Certainly . the day is
past when the United, $t,ateq Gov-
ernment need ask its. fitizens or *
its business enterprlses to- insure
it against changes in the rate of
interest.

Finally, we have endeavoied to
tailor “the debt structure to the
needs of those who lend us.the
money and of the national econ-
omy.

The small investor who. pur-
chases the Series E'Savings Bonds
places. his. faith in his Govern-
Could. -we . do .less. than
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“see.'to it ‘that the securities >of-
‘fered ‘him ‘were suited to ' his

needs? bt e E e e et
The" Savings' Bonds; while- not
a war development, having been
first’ offered ten years ago, have
proved an admirable war finance
medium ‘which we expect to carry
over ‘into the post-war period. We
hope that many millions of people
will" continue to hold'a financial
stake -in’ their Government,
Industrial corporations, as you
know, have principally purchased
certificates of indebtedness - and
Series C Notes. These constitute a
stibstantial’part of their reserves
for reconversion and post-war de-
velopment. It is’ clearly advan-
tageous not only to the corpora-
tions but to the ‘whole economy
that these reserves be liquid. The
corporations  thus know that the
money will - be available ' and
without loss whenever ‘they need
speed

proceed full

they - can

not only with their conversion |

but with any expansion plans they
may have, i

‘Finally, there are the govern-
ment securities which-now consti-
tute a large -proportion of the as~
sets of * the commercial -banks.
Many of “you are bankers. You
khow ‘it ‘has ‘been ‘our. policy to

. ~encourage the banks to' purchase

issues of short maturity. : As a
consequence, about half the secur-
ities acquired by the commercial
banking system since the begin-
ning of the war have been bills
and  certificates maturing within
one year and practically all have
had a maturity of ten years or
under. \
‘The result is that the banking
system of the country is in a po-
sition _of - unparalleled liquidity.
This, we believe, affords assur-
ance against a recurrence of such
unsettling - deflation as came in
the aftermath of ‘World War L
Further, it places: the banking

. system in a strong position to

meet the shifts in deposits ‘that
many of you anticipate with' re-
conversion and the new business
demands for funds that ‘should
accompany the development of a
healthy, expanding economy.

In a word, the banks’ part in
war finance, great as it has been,
instead of hamstringing them, has
left them in a position to service
enthusiastically a virile private
enterprise system.

I might point out that the banks
have not only been-able to main-
tain a strongly. liquid position: as
a result of the manner in which
the nation's war finance has been
handled, but also they have found
an opportunity for public service.
This has enhanced the esteem with
which they are held in their re-
spective communities. Moreover,
while they have been making this
contribution to the war effort
they have enjoyed an increase in
earnings. Net profits of all mem-
ber banks of the Federal Reserve
system  last year were back at

" almost exactly the all-time-high

levél of 1929. )

I want to thank you who have
been the leaders in the war fi-
nance work in {hese great western
States—thank you upon the part
of the Treasury, whose job it has
been to ‘direct the program, and,
moré important, thank you on be-
half of the United States of Amer-
ica, which, of course, is the real
beneficiary.

I am no prophet as to the dura-
tion of the war, but today we are
hopeful that unconditional sur-
render by Germany may. not be
far away. At such time all eyes
will turni to the West. The eleven
States represented at this meeting
will take 6n new importance in
the war., “The Pacific coast will
hecomie “he, springboard for the

" all-out’offensive against Japan.

“This ‘should prompt you who
have the job of raising the neces-
sary money to redouble your ef-
{orts. )

.Our immediate task is to put
over the Sixth War Loan, to do

so just as decisively as our fight- |

ing men are ‘establishing their

positions in Europe -and in the]

islands of the Pacific.
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When the proper time comes-

I know you understand the im-
| portance’of this absolutely -essen-
‘I tial link in''the war effort, \But
youmust- do)more. than under-
stand. it, you. must- make. the peo-
ple understand it, the men and the
women -in’ stores and ‘offices, in
factories; on -the farms and in
their homes.

. These people must understand,
as you do, that the time has not
yet come to relax or celebrate,
that 'we must speed weapons and
supplies far across the Pacific to
our armed forces who know full
well that a hard fight still ‘lies

.ahead before they can bi‘ing us

victory-over-the~Japanese —and
these ‘weapons and supplies must
be paid for.: That is our. task —'I

Jknoiv. America’ can count' upon

you!

' Pyne Kendall To Admit *
- Pyne,  Kendall. & Hollister, 52

‘Wall Streét, New _York . City,

members of the New York Stock
Exchange, will admit Howard A.
Plummer to limited. partnership
in the firm asof Nov, 1,

' Steel Outlook Good .
, “Little = Steel “headlines’ won'’t
tell the big steel story,” according
to a bulletin on the Steel Industry
Series of New York Stocks, Inc,
published this week by Hugh W,
Long and Company, Inc., 48 Wall
Street, New York City. “When-

ever the Little Steel decision,

comes, and whatever the decision

is, it is hard to see how it can be

really  bad, for 'steel company
earnings.” Copies of this interest-

ing bulletin, discussing the situa-
tion in detail, and containing a

list of the“10 companies of Steel
Industry: Series, upon.which the
report is based, and.the price
range and dividend history of the
Series, may-be had upon request,

NY Bank Stocks Compared -

. New York Hanseatic' Corpora-
tion, 120 . Broadway, New York -
City, has issued an interesting and
convenient - comparative ‘table of
leading New York Bank and Trust
Company stocks, as of Sept. 30,
1944. Copies of this table may be
had from the firm upon request.

|
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PROTECTED BY KEY-
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LIFE INSURANCE COMPANY
Springfield, Magsachusetls
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Mutual Funds

Idle Dollars

The vast accumulation of idle cash in the hands of individuals’

was recently made the subject -of an important press release by the
Securities and Exchange Commission.

The SEC warning that “this ©-

huwe volume of idie cash might
suddenly start an inflationary
spiral is certainly a timely one.
And timely, too, is the leaflet
on this same subject which Dis-
tributors Group made available
to affiliated dealers last week.

The leaflet uses pictures to em-
phasize its points and leaves the
forceful conviction that “your idle
dollars” ‘would : be far better: off
at’ 'work—invested in good  se-
curities. ’

Barron’s Widow

Selected Investments Co. takes
the' five-year results of the BAR-
RON’S “Investing for a Widow”
cohtest which were recently sum-
marized in that magazine and
compares them with the perform-
ance of Selected American Shares.
The eight prize- wmnmg and
“honorable mention” programs se-
lected by BARRON’S five years
ago show an average appreciation
today of 8.29% over the original
$100,000 investment and an aver-
age income of $4,336 for the year
ended Aug. 25, 1944. Selected
American Shares, by comparison,
shows a.market appreciation  of
24.8% and an income of $5,218.

‘As this sponsor comments, the
investment in Selected American
Shares would have been “better
for the widow.,” To be precise,
she  would have over twice the
apprec1at1on in Selected American
shares as in the best of the eight
price-winning programs.

Which Industries?

‘Hugh W. Long & Co. has just
published a handsome new 28-
page booklet on New York Stocks
entitled “Which Industries Will
Do Best?” The first four pages
contain a, discussion of the “in-
dustry selection” principle. . Ag-
companying graphs illustrate  the
wide variation in performance be-
tween various industries and the
importance of diversifying one’s
mvestments in an:industry over
more than just one or two leading

stocks.
(The major portion of the book-

let is devoted to one-page resumes

SELECTED
—| AMERICAN
1, SHARES

2 INC.
L Lo

% ' Prospectus

may be obtained
from authorized dealers, or

SELECTED INVESTMENTS CO.

135 South La Salle Street
CHICAGO

Keystone
Custodian Funds

Certificates of Participation in
: Trust Funds
investing their capital as follows:
SERIES
B-1, 2,'3 and 4 IN BONDS
‘SerIES
K-1, 2 IN PREFERRED STOCKS
SERIES
S-1, 2, 3, 4 IN COMMON STOCKS

Prospectus may be obrained from
your local -investment dealer or

THE KEYSTONE CORP. OF BOSTON
50 CONGRESS STREET, BOSTON, MASS.

\\\\w
.‘I

EY

Railroad (Bond)
Shares

A Class of Group Securities, Inc.

Prospectus on Request

DISTRIBUTORS
GROUP, INCORPORATED

63 WALL ST. + NEW YORKS5, N.Y,

B E R AL SRR R
of the various industry invest-
ments  available through New
York Stocks, Inc.. The reconver-
sion proklems:and the post-war
outlook for each industry are set
forth in separate paragraphs.

Fifth Anniversary

Ray Vance, Chairman of the
Board of New England Fund, has
written a letter to shareholders in
which the effects of five war
years on our security markets are
analyzed. It is a thought-provok-
ing letter and, if read seriously,
should = encourage investors to
think carefully of their invest-

ments  “before going off ‘half-
cocked’ -on some - high-pressure
proposal.” g

46 for 4

The current issue of Abstracts
tells. how' under - Lord, ‘Abbett
management Affiliated Fund has
achieved a total gain of 46 cents
per share (from_$3.96 to $4.32,
plus 10 cents of capital gains divi-
dends) during the last .14 months
in which the Dow-Jones Indus-
trial .Average has shown no. gain.
The cost of management to -Af-
filiated - Fund = shareholders for
this excellent showing was only
4 cents per share, Hence the cap-
tion “‘46-for 4.”

Assets Up 1009,

National ‘Securities & Research
Corp., in Letter No. 9 of its series
on National - Stock Series, an-
nounces that assets of the trusts
which comprise the National Se-
curities Series increased 100% in
the first nine months of this year.

In letter No. 9 of the series on
Industrial Stock Series, this spon-
sor . points to-the. extraordinary
growth plotted for electronics and
gives a partial list of its already
demonstrated uses. The list in-
cludes nearly 60. separate appli-
cations of ‘electronics and covers
the fields of communications: and
entertainment, industry, medicine
and food production.

Double Taxation

The forthright discussions on
taxation which Keystone Corp.
has featured from time to time
in-its ‘weekly bulletin Keynotes
were supplemented last week by
a statement on the feasibility of
eliminating double taxation on
corporation - earnings.  Keystone
Corp. analyzes this problem from

Prospectuses upon request

National Securities &

Research Corporation §
[20 BROADWAY, NEW YORK, (5)
LOS ANGELES, 634 8. Spring St., (14)

i BOSTON, 10 Post Office Square (9)

CHICAGO, 208 So. La Salle St, (4)

Ta
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DISTRIBUTORS:

A. W. SMITH & CO., Inc.

111 DEVONSHIRE STREET
BOSTON, MASS,

the standpomt of possible loss of
revenue to the Federal Govern-
ment and concludes that if double
taxation on  corporate earnings
were eliminated by abolishing, the
normal corporate tax, there would
be an apparent loss of $5 billion
of revenue. However, if corpora-
tions were forced to pay . this
amount out as dividends, the in-
dividual income tax would. re-
capture $2 billion, so that the net
loss of revenue would amount:to
only $3 billion. g
Keystone Corp. concludes:
“When it is realized that the va-
rious estimates of Government re-
quirements of the post-war period
range from $18 billion to $22 bil-
lion of annual révenue—in-con-
trast to the current collections of
$45 billion—it is clear 'that it is
not only feasible to eliminate cor-
porate income and excess  profits
taxes entirely, but that individual
income tax rates can also-be re-
duced.” o
Investment Reports
Fundamental Investors—On
Sept. 30, 1944, net assets” were
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<|$11,138,080 invested 81% in com-

mon stocks, 17% in appreciation-
type bonds and preferred stocks,
and 2% in cash.

George Putpam  Fund—Net as-
sets on Sept. 30, 1944, amounted
to - $10,128,000, - compared “with
$7,790,000 at the end of 1943.

Wellington Fund—Assets on
Sept. 30, 1944, were invested as
follows: 54.7% in common stocks,
8.6% in appreciation bonds and
preferreds, 23.2% in income bonds
and preferreds, 7.5% in U. S. Gov-
ernment bonds and 6.0% in cash
This latest quarterly Wellington

Fund report is unusual in that it}

shows the portfolio classified on
the basis of a $10,000 investment
at market values but doesn’t con-
tain a balance sheet or an.income
statement, both of which ~have
perhaps less meaning to the aver-
age .investor. than how hlS dollars
are invested. !

Chemical Fund—Net assets on
Sept. 30, 1944, amounted to $10,-
709,163, compared with $10,665,530
thlee months earlier,

National Bond & Share Corp.—,—
Net assets on Sept. 30, 1944,
amounted to $9,149,528,-compared
with $9,259,414 at the beginning

; of the quarter.

Mutual Fund Literature .

Hugh W. Long & Co.—Current
portfolio . folder on Manhattan
Bond Fund. . , .. Distributors
Group—Monthly Investment Re-
port on Group ' Securities,  Inc.;
current portfolio folders on Rail-
road (Bond) Shares and Low-
Priced Shares. .., . National Se-
curities & Research Corp.—Cur-
rent Investment Timing,-discuss-
ing “The British- Government So-
cial Insurance Plan”; Current In-
formation folder and list of port-
folio changes covering all Na-
tional sponsored funds. ... Hare’s
Ltd.—A new folder on Aviatien
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The Dollar Mystery

(Continued: from page 1682)

work of economic liberal institu-
tlons (the basis of political and
eivil-liberties) prompt the United
States to seek the reconstruction
of international commerce through
the mechanism of umversal multl-
lateral ‘trade.

What are the obstacles to: this
ob]ectlve" First of all, there are
some which are at the same time,
cause and - effect. - Among these,
we must certainly include politi-
cal security, and also the monetary
instability and ' commercial poli-
cies of the different countries. But,
there are two other obstacles, the
manifestation of which has been:
accelerated by the. first - World
War and World War II. ' They are
to: be ascribed :to :the fact that
from a debtor nation, the United
States: became a. creditor nation,
and .that  Great Britain, on the,
other hand; from a creditor nation
became a debtor nation.. These
obstacles are even more important,
consldermg that the United States
is ‘a country which, to a large ex-
tent, ~is  self-sufficient econom-
ically and which at the same time,
also exports industrial and agri—
cultural:products.
the productivity of. the worker,
in :American industries is double
that-of England, 5

A great number of Enghsh econ-
omists and politicians ; admonish
the United States to learn the be-
havior of a creditor nation. They
incessantly. tell them that inter-
national trade is not “a one-way
street”; that to export, they must
import, and that it is up to them
to adopt a policy which will lead:
to an equilibrium of their balance
of payments. They also point out
that violent fluctuations of eco-
nomic activity disastrously affect
well-being and employment in the
rest of the world, and in partic-
ular, . those ~of small . countries
which: specialize in the production
of .raw . materials (which repre-
sent 70% of American imports).

“Two Problems: The Dollar And
The Pound Sterling

If ‘one wishes to follow .real-
istically- the ' impassioned discus-
sions which' take place in Great
Britain regarding monetary and
economic questions, it is necessary
to .understand, as if it were the
anatomy of  the dollar. and.the
pound : sterling. - There is indis-
putably a problem of the dollar
which arises essentially from the
fact that the United States need
few imports, while the rest of the
world desires and wants many of
their manufactured products, and
that at the same time, the United
States have a.surplus of agricul-
tural products which they must
export,” not only for reasons of
their economic balance, but for

the sake of their social ‘balance.

But there is also the problem. of
the pound sterling, the solution of
which depends only partially on
the answer to the dollar mystery.
It is impossible to grasp the bot-
tom - of ‘the Anglo-American eco-
nomic struggle (with its inevi-
table ‘social and political reper-
cussions) if one does not under-
stand the following: a solution of
the problem of the balance of
payments . of the United States
does “not necessarily - constitute
a  solution "of the British
problem. One. can better follow:
this line of thinking if it is as-

serted, without . over-simplifica-

tion, on one hand, that the prob-

lem -of the pound sterling would:

be easier to solve were it not for
the power and productivity of
American industry; on the other’
hand, that American problems
would be more easily solved were
not exports for the British a mat-
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What is more,

ter; of -life or death. - Moreovex, e
the United States, principally for -
reasons of social balance, are in- *
terested < in' ebtaining ' relatively -
high prices for agricultural prod- '

ucts, while Great Britain is in-

terested in buying her imports

as cheaply as possible.’
The  preceding considerations,

as ‘well as another factor to be'
analyzed further on, explain the .
attitnde of many Enghsh econo- |
‘mists legardmg tariffs .into the !
Strangely enough, |

United States.
English economists, in- opposition

to. American- economists, seem’ 1o
importance to the
eventual reduction of American

attach  little

tariffs.  The reason-for these dif~

ferent attitudes lies mainly in the °
fact that English economists are "
concerned . w1th the balance . of :
payments of Great Britain, while .
American economists, in studymg :
the problem of the dollar, are .

thinking. of :the balance of: pay-

ments of .the United States with .
the rest of the world, and not only
The other
factor, 'to which we alluded a '
while back; which -also* contrib=
utes to. the apparent indifference '
of - English -economists  to - tariff
rates into the United States, is the

i following: :

with ' Great - Br 1tam,

slatistics of -
into. the United States show that
their volume depends mainly on
domestic. economic activity, and
not on the price of these imports.
To sum up, the imperative neces=>
sity ‘of British exports, American
competition, and the fact that the

volume of imports into the United -
States depends mainly on domes- '
tic activity, explain why those

English economists who are trying

1mports :

to solve the problem of the pound -

sterling within the framework of
universal multi-lateral interna-
tional  trade recommend a policy

(of money. and credit) : of great -

economic expansion both domestic
and international.
To throw more light on the

|'subject,’ a.rapid study of Amer-

ican exports and imports, as well
as of the balance of payments of
the United States ‘since 1922, fol-
lows—after which an attempt will
be made to determine the signif-
icance one must attach, from the
point of view of the British, to the
slogan: “The financial = problem

number one of the world is the *

dollar”. (this slogan having been

coined as a reply to the statement :

of an American banker according
to whom the financial problem

number -one of the world is the ’

pound sterling).

Did the United Statcs Mlbbcha\e ‘

As a Crcdxtol )

The ' report recently pubhshed ‘

by the Department of Commerce
of the United States enables one

to make some objective observa= :

tions on the balance of payments
of the United States, and their

‘Ibehavior as a creditor nation since

1919. One will realize in reading
the analysis made of these sta-

tistics that misconceptions or even -

false ideas are current in the
wntmgs of many. economists or
politicians.

We have eliminated from our

calculations the-exceptional years .

1919 .to 1921 (too influenced by

the consequences of the War of .

1914 to 1918) and also the years
1938 to 1939 because the export

figures of the United States for

this period reflect important sales
of war materials,

During the nine years; 1922 to -

1930, the annual export, of mer-
chandise ' averaged about K $4,600

millions and the imports  aver-

aged $3,820 millions. If one takes

into .account the invisible trade .

(freight, trips, etc.), exclusive of
payments and receipts of divi«

dends  and - interests, the annual
excess of exports as compared 1o .

imports averaged about $169 mil-
lions. In the seven-year period
from 1931 {o 1937, the annual ex-
port of merchandise averaged
about $2,280 millions, and imports

‘about $2,010-millions.- If one takes

iy O
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into  account :the - invisible trade,
: excluding -payments. and . receipis
‘of dividends and interests,- one
‘finds, surprisingly enough!(one is
rconstantly:led to believe the con-
‘trary), that during. these :seven
‘years there was an-annual excess
of imports of about $200 millions

.+ ever. exports, - And even if -one

.takes into account payments and
“receipts of dividends and inter-

ests, the average annual excess of |

:1the balance of payments was only
‘about $55 millions during the.pe-
.ried from 1931 t0.1937; these sur-
pluses were neither excessive nor
,abnormal for a creditor country,
. as the “Economist” rightly com-
. ments. g

Tt is furthermore true that since
. 1934, up to the outbreak of the new

« political ~reasons, . a considerable
. influx of European' capital, both
.long and short term, which sought
.refuge in the United States, and
" which amounted to approximately
~$6,000. millions. 'These movemeiits

- of capital cannot be imputed “go

"the United ‘States. o

. i During the years 1922 to 1930, if
“one ‘takes into account the:pay-

“ments and ‘receipts of dividends
and ‘interests; the average annual
‘excess of the balance of payments
. was .about” $730 'millions.  -How-
ever, ..during = this ~period * the

" United States made huge’ invests |

" ments abroad, prineipally in Ger+

‘ many, with the result that their|

 balance of payments “was nearly
. in. equilibrium, *As - the “United
-States ‘Department - of “Commerce
- itself ‘states, the country was be+
-having as a creditor, nation ‘should
* without, ~however, having = any
" coherent policy of investments. Tt
“is ‘also “worth noticing that Euro-
: pean money markets were: victimg
‘of a dangerous tightening in the

second half of 1928 and in 1929}

{due to a’combination of two fac-
‘{ors: ~on ‘one- hand, the allure: of
:speculating “ on the New ' York
- Stock * Exchange and 'the abnor
-mal high rates-of- interest on: se-
tcurity. loans (“call money”), and
+on the other hand, ‘the heavy de-
‘crease of foreign investments by
the United ‘States.” =+ - 7 - :
© +What is then, in the light of the
-analysis just made; the basis of
“truth in the reproach made to the
. United States of misconduct as.a
. creditor ‘country? It -lies: mainly
-in the fact that during the period
-of 1922 to 1939, the United. States
.made loans ~indiscriminately,
. without consideration for the pro+
. ductivity or- for the possibility or
_means of repayments of these
s eredits. The equilibrium of world
economy adjusted itself to an im-~
portant. volume of foreign invest+
“ments by the United States.. It
" would certainly have been better
. for their own equilibrium, as well
_as’ for the rest of the world if
during the period 1922 to 1929'the
" United States had imported more
"merchandise and made fewer in-
- vestments—dangerous and poor-—
“ abroad. :
" But the. report of the United
. States Department of Commerce,
_which studies the balance of pay-
. ments from’ 1919 “to 1939, also
_draws. therefrom the following
* important conclusions, with an ob-+
jectivity .which deserves ‘to be¢
“commended: S e e
"7 (1) The -volume of imports inte
‘ the United States depends mainly

‘ on . .domestic economic activity. |

' Consequently, when as a result of
_internal economic difficulties, the
. United States cut down their for+
: eign purchasing, the volume of in»
! ternational transactions is reduced,
for lack .ef .dollars. In  othep
. words,’ the U. S.-Department of
Commerce affirms, -that foreign
countries decrease their purchases
 from " the United - States because
~ and when the latter reduce. their
" imports. ; P i
(2). The viclent fluctuations of

" domestic economic activity in the
* United States constitutes an im-
" portant factor towards disorder in
" world econemy. The report of the
U. S. Department of Commerce
expresses itself thus: “During the
four. years from ' 1926 through
1929, the amount of dollars sup-
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‘plied ranged between $7,300 mil-
lions and $7,500 millions, and for-
eign income and spending habits

‘and " the ‘international debt were

fairly well adjustedto this level.
The abrupt fallin the dollars sup-
plied by some $5,000 millions -or
68%, over the short space of three
years, necessitated vast changes
in the forejgn use of dollars and
in the economic system abroad.”
«. . contributed” forcefully - to.
the collapse of the. world eco-
nomic financial ‘structure, and the
development of recovery programs

abroad along narrow’national and:
bilateral lines.”

This. same teport by the De-
partment  of  Commerce declares

| that the most serious obstacle to
 the expansion of American ex-
~world catastrophe, there was, for| i : r :

ports has not been the commer-
cial restrictions of foreign. coun-
tries, but the lack of dollars.

The report finishes by. stating
that the continuity and regularity
of - foreign = economic policy, . as

. well as.the conduct of interna-

tional transactions, are even more
important than absolute levels o
imports and. investments. - How-
ever, the national interests of the
United States as well. as-their in-
terests as_part:of a world society
are in having as great an expan-

sion” as. possible..of -international

trade. " There are. two: principal
means- by ‘which - this ‘result can

be attained. One consists in‘facil+ |

itating - the - flow - of , imports .intg
the United: States and the other
is to invest abroad. : The report of
the Department of Commerce cony
cludes by saying ' that interna-
tional economi¢ relations should
be.based on a stable, prosperous
domestic economy. g :

The Dollar and the British . .
:Problemy... oo

There .is, .as, admitted by the
U. S. Government. itself, a.dollar
problem. --The solution . of - this
problem. as:recommended by the
American ‘authorities is orthodox
and within the framework of lib-
eral - institutions.

solution . of . the - dollar - problem
solves, ipso facto, the problem of
the pound sterling. One can, theo,
retically, conceive of a solution
for the  problem .of the dollar
without its remedying the prob-
lems of Great Britain,” The reason
for which 'many English . econo-
mists. and. politicians -champion. a
regional  solution ' (bloc-sterling)
is precisely their conviction that
an- orthodox, liberal solution “of
the dollar problem would be in-
adequate to solve the. particutarly
difficult situation of Great Brit-
ain, This is what accounts for. the
difficulty ‘in.reaching an under-
standing - between . the " United
States and England on‘ economic
and monetary issues. ° R

‘After this war, Great. Britain
will have to:look for new outlets
for export equal to a minimun of
£250 - million . to -£300. -~ million
(which represents 50% of the vol-
ume of 1938 exports) if she.is to
be able to maintain for her people
a standard of living equal to that
before 1939. Many- British econ-
omists and industrialists do:mnet’
believe that: the. increase of.im-~

ports into. the United States and|
American _investments abroad|f
would . create  sufficient purchas-|

ing power’ in. the world to in-

crease * British ‘ exports - by an||’ -

amount of £250 mitltion. to. £300
million, In short, . it is the very
‘magnitude of the probable deficit

of the English balanee of pay-’

ments which constitutes the prin-
cipal ‘obstacte to an Anglo-Amer-
ican agreement regarding - the

‘methods by :whieh:  interrational

trade should be restered. We can

better - grasp “the -extent .of this 1

eonflict if 'we.add: (1) that' the
United States are a powerful comt
petitor in export markets; (2)
that England is interested in buy-
ing agricultural products and. raw
materials at low prices while the

‘United States are interested in

obtaining relatively high prices for
agricultural products, and (3) that

"the United States need to buy few

things abroad while the rest of

'American -countries.

{ $600’ millions during the last few
- 1| ish “needs ‘either (without men~ }

Unfortunately,!
as/we have seen above,; not every-

the world needs or wants many
of their products. -

‘ The equilibrium-of the balance
of payments of Great Britain after

the war 'will be even more diffi-|
cult to secure because of the in-|

‘dustrialization of the dominions
and. colonies within the British
Empire, as’ well as of the South
The United
States  will probably “buy very
little rubber abroad in the future,
and will transport much of their
merchandise on their own vessels.
On_the -other hand, it is thought

‘that for reasons of conservation of
| their natural resources, the United

States - will “increase  their pur-
chases -abroad of gasoline, - cop-~
per,: zinc, lead, -wood, woodpulp,
paper. It should further be ob-
served that the equilibrium of the
balance - of . payments of = Great
Britain will depend also: en the
willingness of the United States
to continue to purchase gold fromy
any ‘source. ' (The ‘annual' gold
production of the British Empire
(excluding Canada) = was -about

years.) Foat ; :
! Before the present war, the bal-
ance of payments of ‘the United
States ‘with Great Britain, Can-
ada, New Zealand, the Union of
South: Africa, the Indies and Aus-
tralia showed a deficit. Only Brit<
ishMalaysia received a surplus of
dollars ' from ' the ' United - States;
thanks ‘o ‘their: export of rubber
and‘tin, Between 1932 and 1938;

the annual exports of Great: Brit-

ain into the United States varied
between- $75 'millions “ and -~ $200
millions ‘(about $100 millions -in
1938)- while the imports of Great
Britain ' from the United -States
fluctuated. between $290 millions
and $600. millions (about $560 mil<
lions in 1938). Canada imported
about '$200. millions more- Amer-
ican merchandise in 1938 than shé
exported to the United States. For
the same year, the balance of pay-
ments' of the United States with
the  rest -of the British Empire

(that is to say, exclusive of Great
Britain and Canada) was nearly:in

equilibrium. . Of all the ;countries;
suppliers and customers of Great
Britain, only- the Union of South
Africa imported more than she
exported. In 1938, Great Britain

imported the value of £860 million

in merchandise, out of which £340

million originated in the- British
Empire; in the ‘same year, she

exported in all, the value of'£470

million in merchandise; out of
'which £235 million (which is 50%)
iwas  for the British common-
' wealth.

The Elements of a Selution

Let us review first of all the
salient factors of the ecohomico-
‘social © Anglo-American . conflict,
The United States want, and are

commerce within the structure of
a liberal and .universally multi-
lateral - system. Great . Britain
‘does not believe she can find,
within the framework of. tradi-
tional institutions, of which she
.was the originator and champion,
new outlets for export amounting
to £250 to £300 million more than
in 1938 (£470 million) which she
needs to balance her payments.
The solution advocated by a large
number of British economists and
industrialists consists in.the or-
ganization of a regional trade sys-
tem (bloc sterling).. This solution
does not. satisfy. the ‘Americans,
and it can.safely be said that in
the end, it would not meet Brit-

tioning other grave dangers for
the entire .world resulting from
this - solution).  Moreover, the
United States in particular, as
well as the rest of the world are
interested. in .seeing that Great
Britain is strong and prosperous,
. Is there a solution which can
satisfy both the United States and
Great Britain? It can be con-
ceived, but it presupposes a gen-
erous and intelligent spirit of co~
operation- on ' the .part of the
United - States and the countries
composing : the . British. Common-
wealth. What are these elements?
We must first devise an arrange-
ment. for the liquidation of the
short term debts contracted by
Great Britain ‘during - the- war.
This having been done, and as-
suming a prosperous American
economy, it_would_be necessary:

(1) To reduce, as much as po-
litically possible, American tariffs.

(2) To refrain from competing
with Great Britain, for exports, in
the :British: Commonwealth. .

(3) To foster the development
of backward countries by-the in-
termediary of ‘Great Britain. In
other words, the equipment and
tools necessary for the develop-
ment of these countries-should be
furnished chiefly by Great Brit-
ain- while - the necessary -capital
would; 'to a.large ‘extent “(until

interested in. rebuilding foreign |-

further developments) come from
the United States. It can also be
assumed that Great Britain will
accept the responsibility for loans
made to these countries. The pro-
cedure would amount to making
loans to Great Britain, which she,
in turn; would use for the de-
velopment of the backward coun-
tries. 3 i
(4) To . fix, by mutual agree-
ment, the value of the pound in
relation to the dollar, which will
take ‘into consideration all the
factors involved (between $3.00
and $3.507).

(5) “Last, but not least,” as the
English say, it is up to them to
work to increase their industrial
productivity and to manufacture
products, machines and items
which call for great technical and

‘scientific advancement. We must

abandon the theory that it is the
function of foreign trade to' help
rid a country of unemployment;
exports should serve to pay for
imports which a country needs so

.that it may benefit from the in-

ternational division of labor.
S & N :

The vital thing to accomplish.is
to devise means which will enable
Great Britain to -abandon any
form of exchange control. It will
not be repeated often enough that
the master key to economic na-
tionalism and bi-lateral trade . is
exchange control.: The above ar-
ticle is written on the assumption
that this is also the desire of our
British~ friends. It must' be ad-
mitted that the speech of Lord
Keynes in the House of Lords in
May, 1944, is not completely re-
assuring, and is even disquieting.
This may be due to the fact that
so far, no fundamental solution
to the British-problem has yet
come forth. The first outspoken
approach - to. the solution of the
British problem was made by Mr.

Winthrop Aldrich before the Ex-
ecutives’ Club at Chicago.

Herrick Waddell Opens
Branch In Rochester

1% ROCHESTER, "N. "Y.-—Herrick,

Waddell & Co., Inc., has opened
an office in the Granite. Building,
under the management of George
J. Kaufman, _ :
_The firm, which has branches in
the East and Middle West, main~
tains its prineipal office at 55 Lib-

erty Street, New York City.
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national - interest. -
- has it been more necessary, when
-Canada stands before the world
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By BRUCE WILLIAMS .

Colonel Drew, the Progressive-Conservative Premier of- Ontario,
in his hasty, xll-concelved attack on the Family Allowance Act, has
unwittingly prepared the way for the solution of many critical Cana-
dian problems and has, at the same time, presented his political oppo-

nents with a grand electmn issue.

His exaggeration of the burden thrown on the taxpayers of On-

tario as a result:of this legislations
-was ‘devastatingly assailed by ‘Mr.

Stuart Garson, Liberal Premier of
Manitoba, who was also afforded
the opportunity to enter the lists
once more as the champion of the
western provinces and to give an
extremely capable - criticism . of

.several fallacies exposed in ‘Col-

onel Drew’s views on economic
and fiscal matters.
Of still greater import, Colonel
Drew’s announcement that the
Liberal ‘administration had de-

‘ vised the measure especially to

assist the Province of Quebec
will ensure added support for
the Libertas in this province in
the forthcoming Federal elec-
tion. Furthermore, Mr. Mitchell
Hepburn, the former - Ontario

- Liberal leader, was given an op-
© portunity to make a dramatic

reappearance in the pohtlcal
arena, armed with the msplrmg
issue of national unity. =~
Never before in-Canadian his-
tory has there been a more pro-
pitious moment for the removal
of the only real cause of Dominion
disunity — the reluctance ‘of On-

‘ tario and -Quebec to’ cooperate in

an understanding - manner in. the
Never before

as an adult power in -her own
right, to settle. the petty differ-
ences which were understandable
in her earlier stages of develop-
ment, - Never before has Quebec
shown in a more practical form
willingness to play a.constructive
role in national affairs.

The results of the last Quebec
elections have not yet been prop-
erly appreciated. Despite the dire
warnings of revolution and disas-
ter, widely disseminated in On-
tario and this country prior-to the
provincial ballot, the French Ca-
nadians gave a clear demonstra-

tion of their. basic loyalty to the

Dominion and rudely spurned the
apostles of isolationism and oppo-
sition to the British Common-
wealth, and similarly rejected the
form of extremism represented by
the CCF.

Thus the Liberal party in On-
tario, resurgent under the in-
spiring leadership of that great
fighting politician, Mitchell
Hepburn, will contest with re-
newed confidence the conserva-
tive grip on their last remain-
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mg stmnwhold and if not imme- .
diately successfut in the provin-
cial field will unguestionably
give - tremendously increased
support to Mr, Mackenzie King,
whenever he chooses to call a
national election. Furthermore,
all thinking Canadians through-
out the Dominion will rally to
the leadership that places the
‘national interest above' provin--
cial prejudice. 5
Turning to market  develop-
ments during this past week, there
was some indication of increased
activity. Shorter-term Dominions
and Nationals were ‘absorbed in
fair volume following belated re-
placement transactions, ‘and long-
term high grades were in general
demand. Albertas registered little
change, but there was an inclina-
tion' to buy longer-term bonds in
preference to the past due issues.
which could be an indication that
operations were either following
or anticipating a debt reorganiza-
tion plan.
Internal in-

issues were in
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Economic Aspects
Of Profit Conirol

(Continued from first page)

increase during World War I. A
wise old banker at the Federal
Reserve Bank ' of Virginia pro-
nounced the period a “Fool’s
Paradise” a year before the crash.
But he was roundly condemned
by the leading financial papers.
During the new era old enter-
prises expanded. - Profits. in-
creased and dividends were in-

| creased. A new venture of any

kind could raise capital. It was
not uncomrmon for the name of a
new undertaking with the volume
of securities to be issued to be

oversubscribed several times be-

fore the buyers knew' what busi-~
ness was .to. be promoted. The
loss of the public’s savings with
the collapse of the speculative
boom ran into billions.

.Investment trusts:that had sold

| for~ $100. a share were finally

wiped out leaving nothing for the
investor. The business depression
that followed left business chaos
and unemployment in every town
and  rural district.. . All of the
profits and savings of the new era
were ‘erased, and for years busi-
ness in ‘general -earned a deficit."

The conditions in the United
States-were probably a little more
extreme . than in. other countries.
But “the depression was interna-
tional and no country escaped. In
England, where capital manage-
ment is said to be a little more

conservative than in the United
States, in 1928 the total capital
subscribed ' for new issues of
shares and debentures included
284 ‘companies aggregating more
than $500,000,000. On the 31st of
May, 1931, the market value of
these issues had fallen to about
$300,000,000, showing a loss of
more than $200,000,000, or more
than 40%. Seventy of these com-
panies had been liquidated and
the securities of 36 of them had
no ascertainable value. The total
value of the securities of these 106
defaulted companies had exceeded
$100,000,000 when sold to the in-
vestors in 1928. - - -

Similar - example of ventures
and losses in,the business of try-
ing  to make profits could be
enumerated 'in. every country of
the world. “But still the lure for
profits is the motive that stimu-
lates men to strive and 'make
progress. There is no substitute.
When it -comes 1o eliminating
profits or controlling profits with-

out a well tested substitute, the|

experiment ' deserves . the . most

careful scrutiny,

The Theory of Mass Productlon at
Small Net Profits

The benefits of mass production
are well known. Mass production
has reduced the cost per unit.
Mass  production requires large-

Gznada’s Wheat Grop Est. At 423 Million Bushels
Says S. M. Wedd 0f Canadian Bk, 0f Commerce

The first official estimate of the prairie wheat crop is 423 million

bushels, compared with 277 million bushels in 1943, With present

farm purchasing power nearly double that of the immediate pre-war

period and  with every prospect of a further substantial rise when

this year’s harvests are realized, Canadian agriculture is in a better

position than ever befoxj to contrlbute to the..country’s economxc
u

development. Farm ' productivity®
is now at a high peak and finds a
ready market for both domestic
and overseas consumption.

In this most critical year, both|

for military and civilian supplies,
several handicaps had to be over-
come to reach the present fortu-
nate : position. . A de.ficiency' in
pre-season moisture reserves, es-
pecially on’ the prairies, and an
uneven -distribution of rainfall
during the growing season, with
prolonged drought in chronically
dry areas and excessive moisture
in others, reduced the size and
quality of field’crops in many
areas. ‘A long spell of wet wea-
ther also delayed the completion
of harvesting on the prairies and
in parts of eastern Canada. Farm-
ers across Canada had to contend
with the additional handicap of a
shortage of help, while the great-
est economy had to be exercised
to make the best use of available
equipment.  In spite of these dif-
ficulties, harvests have been
among the best in recent years.
Our index of industrial activity
rose from 221 at mid-August to

224 at mid-September: (1937=100),
recovering the level reached in
June, while the percentage of fac-
tory capacity utilized. rose from
123 to 1125. This increase is due
mainly to seasonal activity of the
foodstuffs- group, chiefly canning
and the processing of cereals,
which was 'so marked this year
that it raised the index for this
category above the level of a year
ago.

Slight ‘increases were recorded
by the clothing and paper groups
and ‘decreases by the wood prod-
ucts and automotive groups; none
of these was as active as in Sep-
tember, 1943. The index of the
iron  and steel . category, while
higher than a year ago, fell for
the second month in succession,
mainly on account of a lower op-
erating rate for the heavy section
as a whole, There are indications
that the percentage of war out-

put to total manufacturing pro-
duction is declining; although it
is still between 50 and 60% of the
latter.

creased supply and, as anticipated,
the Canadian dollar in the “free
market” eased from 915/16% bid
to 10% % discount offered. Now
that we have reached the period
when an increased supply of ex-
change should be available as a
result of the internal bonds called
or maturing Oct, 15, there is no
reason to foresee an early rever-
sal of this weak trend.

In connection with the ex-
change situation, there is one
point that has been largely. over-
looked by purchasers of internal
bonds who anticipated an early re-
turn to parity, namely.the fact
that, according to the Bretton
Woods Agreement, no part of the
Agreement will enter into force
before May 1, 1945. - The fund
will ask each member country to
communicate the par value of its
currency based on the rate of ex-

change prevailing 60 days before.l,

the Agreement entered into force.
The date will be sometime be-
tween March 1, 1945, and Oct. 1,
1945, -which should preclude any
imminent change in the Canadian
parity.

With regard to possible fu-
~ture developments, the situation
is increasingly dominated by
the following factors:

(1) The supply of external
bonds from Canada is steadily
approaching exhaustion.

(2) Called and maturing ex-
ternal issues for the most part
have not been replaced.

(3) For some time no new
money has been raised by Can-
ada or its pelitical subdivisions
and none is contemplated in the
near future.

Therefore, the market should
continue to display selective
strength. with little activity.

~'sire for it.

scale production, and therewith:
large - capital ‘investment. The
efficient producers with large
capital have been able to' reduce
these costs and prices and drive
out of business the ‘inefficient

producers and the small producers - -

of costly units. In spite of .the
hardship to the small producer the
consuming public have reaped the
benefits of mass productlon at low
costs.

War - productxon has given a
great new emphasis to the
efficiency of large-scale mass pro-
duction.- During  the war price
control has been accepted as a
method of sharing the limited
production - left for civilian: use
after the needs. of the military
forces havebeen provided. - To
many of us on the outside it has
seemed - that the = benefits of
efficient mass production for war

purposes could have been greatly .

increased.” The Government has
provided a large part of the
money for war production, . .In-
dustry has given generously of its
capital and facilities. But because
the Government has been paying
the bill with the taxpayers money
expenditures have been extrava--
gant.

Now it seems that the inflation
which has been injected into our
economic system as a result of the
war is a dangerous threat to the
post-war economy.  The emphasis
on. control seems to be shifting
from prices to profits. It is urged
that because of the experience of
large-scale war production and
the need to meet the accumulated
deficiencies in peace-time goods
on a larger scale an opportunity
is provided to try out the grand
experiment of mass production at
low cost per unit and a minimum
of ‘profit per unit.

Upon examination it seems that
any such. profit control policy
would 'necessarily bring about a
large-scale concentration of pro-
duction in the hands of ‘“big in-
dustry” ‘as “never before.. The
small .producer: could be: driven
out.of business because. the limi-
tation ‘on profits per unit would
make it impossible for the small
shop to compete with the large-
scale producer. There are efficient
small producers who with reason-
able freedom can keev, their costs
down and deliver aquality goods at
vrices which erable them to stay
in business. : ‘These -small pro-
ducers are necessary {o the coun-
try’s ‘welfare unless we are all to
be hurded into mass factory pro-
duction at the exvense of the rural
dictricts and the small towns
whose population would vanish.:

Profit  control, however. has
one of its great weaknesses in the
fact that a large percentage of -
business does not make a profit
everv year, and sometimes. as in
the depression of-the Thirties for
manv years business in general
earnad a net loss. If the Govern~
ment wishes to limit orofits, why
not also limit losses? - It seems
only iust and reasonable that if
an efficient producer is limited in
his profits in good vears he should
ask to he nrotected agalnst his
losses in bad years.

The limitation of profits secems
1 ~dangerous. experiment -at this
time. esperially because of the
nassible effect unon the initiative.
of the - producers. the . advers=
effects unon small. business, and
the great need in the next several
vears for all the oroduction pos-
<iple to . ineet deflclencxes #nd
keep down prices.

The Relation Between Production
and Consumption

It js an erroneons assumntion
that corsumption directs vroduc-
tion. The reason for this error
vevhaps springs from the fact that
when the conenmotion of some
well-known articles decline nro-
duction is reduced in time and un-
emnloyment arises in these mdus-
tries.

The nroduection of an article is
of course determined bv the de-
The consumption of
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the article only satisfies that de-
sire. If such an article is wanted
by enough people it will be pro-
duced on a large scale. But as
soon ‘as these wants decline the
‘producing - etforts will be with-
drawn. To desire a thing does
‘not produce it. The production
‘requires labor, raw materials, land
and capital. These are provided
from savings and not from con-
sumption. . These factors of pro-
duction “will -cease . to - continue
producing an article where the
profit has = vanished or when
larger profit opportunities exist
in other fields of production,
Consumption alone will never
cause production to increase un-
less the prices at which the new
products can be sold equal costs
plus a profit in comparison with
other opportunities for the same
capital and labor. '

The Factors of Production Seek
Employment ‘Where There Is
Opportunity for Profits

Labor, Capital and Management
‘cannot work for nothing. Costs
are a large part of all production:
The mobile factors of production
are soon -shifted  to the most
_profitable uses.. All production is
thus in competition for capital,
.labor ~and management. . Un-
_profitable production’ may con-
itinue for a time when the factors
of such production are immobile,
.but new production will not be
undertaken where the profits have
been erased. !
An ‘example of the search for
- profits can be found. in any indus-
trial’ community or in any town.
-Men are seeking new opportuni-
ties, expanding or reducing the
-size of their enterprises, starting
new enterprises or closing old
ones, offering new and more at-
tractive products for sale and such
is the eternal effort for profitable
business. - All.of these efforts are
servants of the consumer if he has
the money. ;
Perhaps a more - striking - ex-
ample of the search for profits
-and venture capital can be found
in the rush of men and capital to
.new . discoveries of oil fields or
gold mines. Back in the Thirties.
-when money could be borrowed
only against gilt-edged security;
the announcement’ of the.discov-
“ery of new-oil fields in the South-
west - brought “men and money
from every corner of the country,
_wading through ‘mud roads, and

“sleeping in tents seeking new on-|.

portunities to make a-profit. In
August, 1944, when both labor and
capital seemed fully occupied in
war work, the announcement in a
northern county  of - Ontario
Canada, that gold had been dis-
covered  brought such a rush of
men and capital from every part
of Canada and the United States
. that the entire county was staked
.off for gold prosvecting in less
than one week. Hundreds of the
newcomers were turned away. to
venture in other fields for profit-
. able opportunities.

An experiment at profit control
“has little to. recommend it when
“analyzed.

will not be profitable. At this
time it may - prove: dangerously
unprofitable.

: Davison Chem. Attractive
Stein ‘Bros. & Boyce, 6 South
. Calvert Street, Baltimore, Md.,
members of the New York Stock.
Exchange and other leading ex-
changes, ‘have vrepared a brief
survey of The Davison Chemical
Corporatign,;‘Copies of this survey
may be had;from the firm upon
request. ...

i

‘New York Analysts To Hear

The New York Society of Se-
curity Analysts  will hear Salom
Rizk. author and . lecturer, spon-
sored by the Readers Digest: on
‘‘The  Americanization of an

. American,” at.its meeting to be
held Monday. Oct. 23. This will
. be at 56 Rroad Street, New York

City;at 12:30 Pare s s sk dode b e ravenn

itized for FRASER
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- ACCURACY TO
1/5,000,000th OF AN INCH

In Georgia, quartz crystals for. Army and Navy
Communications are ground to the unbelicv-
able accuracy of 1/5,000,000th of an inch,

They came off the farm —from villages and towns—untrained

but willing and in an amazingly short time acquired the knowledge
of machines and processes—the skill and precision to make
everything from ammunition fuses to Liberty ships. . . from

radio components to B-29’s.

 PEOPLE WHO MAKE"PMNES, SHIPS, SHEI.LS:
RADIO AND GUN PARTS GAN MAKE ANYTHING!

»

Such .an experiment |

FTER the war Georgia will have

a large pool of highly trained

workers. But even more important

is the ability of the average Georgia

worker to acquire a high degree of
skill in a very short time. ;

Georgia has many excellent small

towns where there are no large in-

dustries. In them you will find an
ample supply of intelligent, will-
ing, English-speaking workers,
99% native-born.

Georgia’s mild climate—no ex-
tremes of heat or cold—is an ally
that cuts plant investment, produc-
tion costs and living costs.

In Georgia you are in the center
of the rich and growing South.

For years our staff of competent
engineers has been compiling accu-
rate industrial data on the best lo-
cations in Georgia for specific in-

dustries — more recently with post-.
war developments in mind. We

either have the facts or will get them
for you—in confidence—without
obligation.

L A S

Write Industrial Development
Division, GEORGIA POWER
COMPANY, Atlanta, Georgia.

| I i | i |
i
I

" A = g
1. JU L [
Mild climate

Plentiful raw materials
Abundant soft water
Native-born,intelligent workers .

Excellent transportation
Rail, highway, air, ocean ports

Ample, dependable electric
power af rates among the
Nation’s lowest

PLANT the Future in

GEORGI

CENTER OF THE SOUTH

7
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What Is The Stock
Market Outlook Now?

(Continued on page 1683)

direct and fundamental approach,
like the indirect one, is necessarily
a rather complicated matter. The
market is- affected by an almost
inconceivably wide range of
forces — economic, political and
even psychological. The attempt
to understand the greater number
of these forces, and coordinate
them into a. complicated pattern
of stresses and strains, is the most
challenging of intellectual occu-
pations. Also, it is probably the
only process by which a real un-
derstanding may be obtained. of
why the market acts as it does.

Technical analysis, when suc-
cessfully projected, merely sug-
gests the pattern in which the
market is acting, and will act.
But when technlcal analysis does
not succeed, it is seldom possible’
to say why it has not succeeded
‘Whether: successful or unsuccess-
ful, technical analysis inevitably
runs the risk, which we all re-
member from Aesop s fable of the
dog, of “Losing the substance by
grasping at the shadow.”

With so long an mtroductlon,
my reference to the major funda-
mental factors will be briefer than
might be desirable. First, how-
ever, a note as to where the stock
market now -stands: the Dow-
Jones Industrial Averages are at
an index figure of 148, or only
two points above the highs
reached a year and a quarter ago,
prior to the deflation of Musso-
lini, and our first big peace scare.
,The averages are well below the
highs. reached in each of the de-
pression years, 1938, 1939 and

1940. However, they are some 55
points above the low made in the
period of deep pessimism in the
early spring of 1942. The aver-
ages also. are 48 points below their
1937 high, established at a time
when by all the conventional tests
business and business prospects
were less favorable, and less de-
pendable, than they are now.

Under nearly all accepted theo-
ries, we are still in a bull market,
one which began some two and
one-half years ago. In this mar-
ket the major advance was scored
in the first 14 months. Since then,
for most of the time, moves have
been merely of trading scope, al-
ithough a number of great indi-
v1dua1 advances have occurred in
securities whose. followers have
been uninterested in whether or
not the market as a whole was
reaching . new highs. It often is
unclear whether or not a bull
market is turning into a bear mar-
ket, until long after the turn has
. occurred.

It is logical to consider whether
or not recent advances, which ear-
ried the averages to new highs by
a  modest percentage, signaled
initiation of a new and important
phase of uptrend. I believe that
they did, and that the market has
much that is good ahead of it, in
terms both of scope of improve-
ment and duration of improve-
ment.  This opinion is based on
a study of fundamental economic
and business statistics; contact

with .a fair range of industrial}

corporations, and knowledge of
business plans and objectives for
the conversion and post-war pe-
riods; finally, contact with many
institutional and private investors,
respecting their policies, and their
appraisals of the future. With

this, one also must study news- |

papers ‘and periodicals. in an in-
dependent attempt to reach cor-
rect opinions of the political fac-
tors involved: especially at this
time, whether government policy,
national and international, will
succeed in its objectives of  de-
veloping a smooth post-war eco-
npmic transition, and a high level
of employment and production
after the war.

We have come a long way since

November, 1941, when only 7.2% ‘i

of American corporation execu-

tives reported to the “Fortune”
poll that they thought the private
enterprise system = in America
would outlast the war. Increas-
ingly, during the past year to two.
years, most forward-looking
American managements have. de-

'veloped ranges of optimistic pro-

jections, of post-war sales, and of
pre-tax earnings for their partic-
ular companies. Over the past
year the average management also
has become increasingly convinced
that corporate taxes will be low-
ered sufficiently so that operating
earnings, even if lower, will pos-
sess a meamng that they do not
now have in war time.

Now that the war is neally
three years.old, there are some

outstandingly favorable factors in

the minds of most corporate ex-
ecutives, in addition to the vari-

ous uncertain factors, a few of

which ‘we. shall always have with
us. The favorable factors, in large
part- well publicized of  late, in-
clude the vast.backlogs of de-
mand, both domestic and foreign,
accumulated for wide classes of
goods during the war, and the
vast accumulations of liquid fi-
nances in the hands of individuals
and corporations, - unincorporated
husinesses, and foreign govern-
ments.

I shall not detail the estimated
business backlogs, as these are so
well known. However, a few fig-
ures on the weight of liquid fi-
nances may be in order. Demand
deposits, apart from interbank de-
posits, in  all Federal Reserve
Member Banks are $50.5 billion as
compared with only $19.7 billion
at the end of 1937 and $17.5 bil-
lion at the end of 1929. Accord-
ing to estimates of the SEC, liquid
savings of individuals have been
accumulating at an annual rate of
$28 billion, apart from savings. in
the form of insurance or pension
reserves. t the- end of June,
1944, individual holdings of cur-
rency, bank deposits and Govern-
ment bonds totaled $130 billion.
American - business corporations
likewise have vastly strengthened
their  finances. Working capital
of all our country’s non-financial
corporations is now estimated at
approximately $47 billion as com-
pared with only $24.6 billion in
1939.

These financial figures are sig-
nificant~ when taken by .them-
selves, but they assume added
51gmf1cance when considered in
relation to other factors. The fig-
ure for corporate working capital,

for instance, demonstrates. that the:

pessimistic business and political
attitude of several years ago has
not been without its favorable re-~
sults. Because of their concern
for the future, leading business
corporations have arbitrarily writ-
ten off against earnings far larger
sums than they ever deducted be-
fore. These sums are greater than
eventually wilk be required, un-
less an extraordinary concatena-
tion of calamities occur.

At the same time, a smaller
percentage of the corporate earn-
ings remaining after writeoffs has
been distributed in dividends than
ever was the case before. To top
the score, individual incomes like-
wise are further above individual
expenditures than they ever were
before.

Thus, by the functioning of the
old law of action and reaction,
a situation of great fina-ncial
strength and certainty has been
created out of the former situa-
tion of pessimism and uneertainty.
This change has a deep market
significance, for price-earnings
ratios and dividend yields  are
strongly, one might say even pre-

'dominantly, governed by the state

of investor confidence.
From late 1938 to the spring of
1942, we saw a sustained and con-

sistent advance in corporate earn-
ings and dividends, yet from the
highs of late 1938 to the lows of

1942, the market was - largely
dominated by a bearish psychol-
ogy, and there was a 'series of

stock market collapses which re-.

sulted eventually in pushing down
the .average level - of ' prices ‘by
some 40%.

Observe the other side of the
shield and see how we have ex-
perienced, over the ' past two
years, sensational” recoveries in
securities of companies, even
while the companies have been
suffering important. wartime earn-
ings. and dividend declines. The
collapses of 1939-42 were based
on doubts that good- financial re-
sults would continue. = Contrari-
wise, the more recent recoveries
have been based. on confidence
that a situation favorable to.cor-
porate earnings and dividends will
prevail  after the war.

There is no time this afternoon
for me to analyze with you the
wide range of expansive factors
bearing on the economic outleok.
I shall mention a few as sugges-
tions for further study: the pros-
pects, for international economic
cooperation; the inflationary im-
plications of a low-level of inter-
est rates; the stabilizing influence
of income and tax-base  carry-
forward and carry-back features
of the 1943 Revenue ‘Act; benefits
from improved: technology and
improved labor productivity; the
stabilizing effect' of demobiliza-
tion payments; larger plant capac-
ity; new products and new inven=
tions; the impact of post-war-capi-
tal expansion plans-of Govern-
ment agencies, and private busi=
nesses; and the weight of a more
rapldly increasing populatlon
with a higher birth rate.

As against these many factors:
the “market worries  what will
happen when the war with Ger=
many ends and war contracts are
slashed 40 to 70%. The WPB has
promised a cut of 40%, but Mr.
Sloan of General Motors has re-
cently indicated that a slash of
as much: as 70% will be probable
after the German portion: of the
war has ended, and: before the
Japanese portion has been won'

The period of contract termi-
nation and reconversion to civilian
production will have many com-
plications, strains and difficulties;
and it will involve severe. local
unemployment. However, and in
decided contrast to the s1tuat10n
prevailing toward the end of
World War I, for a:long time we
have been antlmpatmg, and work-
ing on, the problems which we
know w111 confront us after this
war, and as we now come nearer
to these problems they perhaps
seem less critical than they did
a year ago. Time has permitted
development of detailed plans to
meet a wide range of possible
problems.  Geovernment ~ depart-
ments, just as much as business
officials, have been gravely con-
cerned to develop a practical post-
war approach, because no one
wants to aecept the blame for a
bungling approach with all its
liabilities.'

Even during the termination
and reconversion period, the in-
flationary business effects' of a
Government, deficit will be con-
tinuing, even if in reduced force.
At the same -time, another ex-
pansive influence will - develop,
beecause for a period of severak
months industrial companies will
be paying their = employees : for
their work in. manufacture. of

geods prior to the actual avail-|
ability of these:goods:in retail|:-

channels.

A study presented in the Au—
gust “Survey of Current- Busi-
neqs” of the U. S. Departm £
Commerce, suggested that thefer-

mination and reconversion:
may be somewhat -differ
character from. what generall, has

analysis of employment an
duction figures, and related ‘data,
indicated that a tight labor sitia-

tion may prevail, even through

the reconversion period, unless the
Japanese and German phases ter-
minate almost simultaneously,
That the market recently has
been somewhat indecisive, with

jod

stocks unwilling to move far out}
of a-trading. range, reflects that |

stocks are still trying to discount
two major opposing forces, at one
and the same time. The’ first
force, of course, is the expected
difficulties of the early post-war
period, and the second force is
the . expected prosperity of the
later period, From week-to-week,
investors seem to experience dif-
ficulties-in deciding which set of
forces  to heed, although, time is
working on the side of the opti-
mists, Nevertheless, fears and un-
certainties ‘regarding ‘the early
future can hardly - be  assuaged
completely, in advance of the ac-
tual development of events. It is
impossible to prove that business
complications in the reconversion
period. will not be overwhelming,
or, that a possible disorganization

of economic activity will not re-

sult in unemployment and loss of

confidence, such as to threaten the |

development  of
business boom.

-As-the passage of time permlts

a “ subsequent

a further:development of business |

transition -planning, -and also re-
sults: in-further  building - up of
backlogs of unsatisfied demands;
and of accumulations of cash, the
problems of the transition period
cumulatively are being lessened:
‘In assaying the weight of the
various forces now exerting them-
selves in the market, it is worth

keeping' clearly in mind that for.

over :two. years -the market has
once again. been: performing - its
traditional « discounting function,
and-has been - reflecdting the ef
forts'of capitalists attempting to
look "into“the' future. ' In recent
years -we have seen few of the
random stock market readjust-
ments; caused by the unexpected
impact  of strictly = short-term
news, which so dominated trad-
ing :in :the erratically fluctuating
period prior to Pearl Harbor,

The degree ‘to which business
men, business  economists, ~and
academic economists- agree -on
rather high pwJectmns of post+
war national income employment
and corporate earnings is. indeed
impressive.. Some differences
among economists necessarily per+
sist, and a few economists of note
remain rather keenly pessimistic:
For the most part, however, the
differences relate to what degree
of optimism is - advisable. Such
noted students of  husiness. and
financial theory and practice as
Dr. Sumner Slichter of Harvard,
Dr. Wesley C. Mitchell, Directolr
of Research of the National Bu+
reau of Economic- Research, and
Dr, Marcus Nadler' of New York
University are firmly in the camp
of those who' look for a sustained
period of prosperity after the war.

Dr. Mitehell, perhaps our lead-
ing student of the business cycle,
seems: to “have  few reservations
regarding the early post-war out+
look, unless our affaxrs are bun+
gled inconceivably. The.trend of

much foresighted economic

thought now concerns - “how we
shall stabilize prosperity; once we
have it,” not whether prosperity |1
actually will develop. This great
long-term problem; was well men-
tioned by Dr. Mitchell in his re-
cent excellent series of articles in
the New York “Times”:

Barring - unfavorable occur-
~rences’ we do mot foresee, the
active © 'domestic’ demand  for
“goods, supplemented by a huge
export 'demand, -promises to
make -our -traditional “form of
-economic ‘organization - function

to the general satisfaetion, once |
' Co.
'Bacon, Whipple & Co.; Alexander '
‘Brown & Sons; H."M. Byllesby & .
'Co.; Ine.; Central Republic Co.,

‘- the 'period ‘ of transition: from
war to peace is safely passed. . .
During - these : goed. -times,
Americans will qongratulate
themselves “upon- the efficiency
of ~an- economie - System  that
passed the test of war with
flying colors, reconyerted itself
to peaceful conditions promptly,
caught up - war-- shertages at
home, and helped foreign coun-
tries to get back on. their feet.
This industrial accomplishmen‘t
will show us at our best.
The test that will be hard to
pass will come after the ex-
traordmary post-war demands

have been satisfied.-and our

business - settles down to sup-

plying the continuously recur-
~ring demands of a-long stretch
. of peace.  Can we then maintain

a high level of employment year

in, your out?

Currently, many: secumtles rep-
resenting companies  with  well-
defined; favorable post-war pros- -
pects” are. still - available at . good
discounts: as compared , with  his-
toric price levels. Also, and more .
importantly, they are available at
low - prices * in © comparison. with
post-war prospects, Once the tran-
sition problems-are more keenly
upon us, .and the transition de-
cline in industrial activity and in- =
come is.a matter of record (rather |
than of projection) the more op-
timistic factors should come more
clearly -to the fore, assuming, as
we do, that investors w111 contmue
to look forward.

L1qu1d assets ‘today stlll rule at
apremium. However, in view of
the . great abundance - of liquid
assets; and. the ‘failure of new of-
fermgs to-keep pace- with cash
increases, it-may be- securities,
rather than cash; which eventuallv
will command: the premium, That
may be looking very far ahead,
but the possibility is an important
one for investors to keep in mind.
. I do not wish to imply that we
shall "not- have :trading - declinés
in this market, or-even the usual
declines © of .. intermediate scope.
Neither would - I :imply that" in-
vestors: should - have  their funds
100% ' committed: one is never

‘entitled to be: completelx sure of

one’s opinion, and it is a‘ profit-
able long-term. policy always to
have' some buying power in re-
serve. Nor .would I imply that all
classes ‘of securities. may- be re-
garded, with the same degree. of
optimism. A - elose study of the
merits - of “individual- stocks and

. |bonds will be just as applicable

in the future as it has-been in
the recent past, and we all know
that the market for several years
has ‘had an almest unprecedented
degree of selectivity,

We in:this business have a sex-
vice to render-our clients in help-
ing them to protect their ‘capital,
and when possible toincrease
their ‘capital, and I believe that
for some time we shall be oper-
ating 'in ‘an - environment where
success in this endeavor will not |
be impossible. Those who have
had the good fortune to have held
to a confidently ‘optimistic atti- |
tude in the past two and one-half
years have not suffered from this
attitude. May I suggest that a“'
similar policy will be worthwhile
for some time to come, i

Twin Gity Rap. Transll
Bonds On Markel

An. underwriting *syndicate |
headed by Dillon, Read & Co. of- |
fered Oct. 17 $7,000,000 Twin City
Rapid Transit Co. 4% collateral
trust bonds, due Oct, 1, 1964, at

101% and interest to yleld 3.89%.

Proceeds from the sale, together
with proceeds of a $2,000,000 tive- :
year 1% % to 2%% serial bank
loan and other: funds of the com-~
pany, w111 be used to redeem the
company’s - entire funded. debt,
consisting of $10,888,600 first lien ;
and refunding 5% % series A and |

‘B bonds. The series A bonds will

be redeemed on Dee. 1, 1944, and |
the  series. B bonds on Jan 15, !
1945, both at 102.- i

"Associated ‘with Dillon,’ Read & !
are: Alhson-Wllhams Cos,;

Inc.; J. M. Dain & Co.; Equitable °
Securities Corp.; Frank & Belden,
Inc.; Hirsch, -Lilienthal - & Ca.;
Kalman & Co.; Kidder, Peabody

& Co.: Laurence M, Marks & Co.;
The Milwaukee Co.; F. S. Moseley °
& Co.; Paine, Webber, Jackson &
Curtis; Park-Shaughnessy - & Co.; |
Arthur Perry & Co,, Inc.: Piper, *
Jaffray & Hopwqod; Reinholdt &

'Gardner; Riter & Co.; Shields &

Co.; Tucker, Anthony - & Co.;
Woodard-Elwood & Co. :
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Predicts Continuation
b ; 3 . [

..0Of Easy Money Policy
Guaranty Trust Company Sees Present Low Interest Rates Prevailing In
Post-War Period. Holds Available Facilities .For Credit Expansion

- Amount To $206 Billion Over Present Level And That Possible Narrow-
ing Of Credit By Gold Exports Will Be Offset By’ Reduced Money vln

Circulation.

In the September issue of “The Guaranty Survey,” the monthly
publication of the Guaranty Trust Co. of New . York, the opinion is
expressed that because transition to peace will be strongly influ-
enced by public policy, there is no likelihood that the supply of credit
will be reduced and that interest rates will advance. After directing
attention to the need- for additional Government borrowing after

war ' which . will come . about
through necessary refunding op-
erations and the redemption of
substantial amounts of savings
bonds, “even  assuming that the
Federal .budget will be balanced,
the Survey states “the monetary
policy of the Governmerit will un-
doubtedly be influenced by gen-
eral economic considerations; as
well as by fiscal needs. . Such con~
siderations, however, would seem
also to -be on the side of easy
money.. Probably the  greatest
dread of - public officials is the
possibility of mass unemployment,
particularly -during -the . critical
transition - period, when industry
will be incompletely equipped for

peacetime operations.and millions |-

of men discharged from the armed
forces  will be  seeking civilian
work, - It is hardly conceivable
that the Government would vol-
untarily incur . even the slightest
risk of allowing tight credit con-
ditions to impede reconversion.

Base For Potential Credit

: ‘Expansion »
““Nor does thére appear to be
any doubt of the Government’s
ability to provide a :base for
enormous- credit expansion,” con-
tinues the Survey, *in addition to
the huge expansion that has al-
ready resulted from the war. Un-
der present laws the Federal Re-
serve banks are required to main-
tain reserves of gold certificates
equal to-40% of the -amount of
Federal Reserve notes outstanding
and reserves of 35% against their
deposits. ~ The present amount of
Federal Reserve notes is  $20.0
billion, requiring " a . reserve . of
$8.0 billion, . Deposits amount to
$15.9 billion and require a reserve
of $5.6 billion. ~To meet ‘their
combined reserve requirements of
$13.6 billion, the Federal Reserve
“ banks have total reserves of $19.0
billion, or $5.4 billion in excess of
-requirements. If there were added
to this amount the $1.8 billion of
gold in the Stabilization Fund, it
would provide a  total of $7.2
billion in surplus reserves, enough
t0 support an expression of $20.6
billion in-deposits, over and above

the present deposit liability.
““Mermber banks of the Federal
Reserve system are required to
maintain on deposit with the Fed-
eral Reserve banks. certain per-
centages of their deposits as re-
serves. The present requirements
are 6% against all time deposits.
20% against demand deposits of

banks in central reserve and re- |-
serve ‘cities, and 14% against de-|

mand deposits of other banks, Un-
der the present. law, howeyer, the

.the banking system are commonly

increased by approximately the
same amount.
available facilities  would permit
credit . expansion amounting to
$206 billion, over and above the

‘total now outstanding.” The addi-

tional credit could be divided in

-any proportion between loans and

investments, ‘or between public
and private borrowing. :This ap-
pears to be far in excess of any
amount - likely to be required,
either during the war or:for an
indefinite period there‘aft»erj.’ Even
greater expansion: could be pro-

vided for by other devices at the

Hence, presently |

disposal of theb Government, such

‘as the use of free gold in the gen-

eral fund of the Treasury, the use
of the Treasury’s seigniorage or
profit from the coinage of silver,
the devaluation of silver and sub-
sidiary .coins, the suspension of
penalties for reserve deficiencies
of the Federal Reserve banks, the
issue of additional greenbacks and
Federal Reserve bank notes, and
the: use of possible Treasury
profits from- gold transactions at
prices other.than the legal parity.

“The foregoing figures make no
allowance for a narrowing. of the
credit : base . through - gold exports
or for competing demands on ex-
isting.reseryes such as might re-
sult from further expansion in the
amount of money in. circulation,
Substantial gold exports after the
war-are a. distinct possibility, al-
though  how: much of the $5.5
billion “of foreign banking funds

-now.in this country may be with-

drawn in the form of gold, and

how. much in merchandise, can-’

not be foreseen.. The possible ef-
fects. of such exports on bank re-
serves : might, however, be more
than offset by. a decline in the
amount of money in circulation.

"Although the. increase in the lat-

ter item during the past year ap-
pears to have been 'somewhat
more rapid than the rise in-wage

F. H. Curtis V.-P. =~
0f Robt. Hawkins o,

BOSTON, MASS. — Robert
Hawkins & Co., Inc., 10 Post Of-
fice Square, announce that F.
Harman Curtis has become asso-
ciated with them as Vice-Pres-
ident.

TFor a number of years Mr, Cur-
Lis acted as a street broker in mu-
nicipal bonds in Boston and dur-
ing - the ‘first World War  had
charge of sales of Government
bonds on the Boston Common.
Later he joined the Boston' office
of Eldredge & Co. . Leaving El-
dredge & Co. in 1928, he became
associated .with The First of Bos-
ton Corporation, affiliate of The
First National Bank of Boston,
and - organized 'their - municipal

and salary payments, it seems rea-
sonable to believe that when pay-
rolls decline at the end of the war
there will be some return of cur-
rency to the banks. -The experi-
ence of the period after the first
World War in this country, as
well as in England and Canada,
has led to estimates that the re-
duction might amount to between
$5 billion and $10 billion.”

| bond department in Roston, New

York and Chicago. g I
In 1935, Mr. Curtis became a
partner in the. firm of Newton,
Abbe & Co., now E, M. Newton &
Co., with which firm he has been
connected until the present time.

Attractive Outlook

The outlook for L. A, Darling
Company, manufacturers of metal
display fixtures and producers of
papier-mache and composition
displays, appears particularly at-
tractive according to a memo-
randum on the situation being
distributed by Allman, Moreland
& Co., Penobscot Building, De-
troit, Mich., members of the De-
troit Stock Exchange. Copies of
the memorandum may be had
from Allman, Moreland & Co.
upon request.

Switch With Possibilities

Vilas & Hickey, 49 Wall Street,
New York City, in a current bul-
letin discuss an interesting rail
“switeh” with attractive possibili-
ties both now and after the war.
Copies of this bulletin may be
had from the firm upon request.

Also available on request from
Vilas & Hickey is a summary of
ICC comment for October, and a
calendar of coming rail events.

=

e

BLAIR & CO., INC.

HORNBLOWER & WEEKS

$9,450,000

- City of Baltimore, Maryland

1%4% and 2%% Bonds

- Legal Investment, in our opinion, for Savings Banks
and Trust Funds in New York State

These Bands, to'be issued*for vdrious purposes; in 'the opinion of counsel will constitute
valid and legally > binding obligations of the City of Baltimore, payable from
ad valorem taxes levied against-all the taxable real property therein without limi-
tation as to rate or.amount.

$6,550,000 11,% Water Bonds due annually August 15, 1960 to August 15, 1969, inclusive
To yield from 1.15% to0 1.35% :

$850,000 1%% Harbor Bonds dﬁe annually July 1, 1947 to July 1, 1976, inclusive

To yield from 0.60% to 1.45 %

$2,050,000 214% School Bonds due annually August 15, 1947 to August 15, 1949, inclusive

To yield from 0.60 % to 0.75%

These Bonds are offered when, a5 and if issued and received by us and subject to approval of legality by Messrs. Woody Hoffman, King &
Dawson, whose opinion will be furnished upon delivery. The offering circular may be obtained in any Stale in which this
announcement is circulated only from such of the undersigned as are registered dealers and are offering these

secirities in compliance with the securities law in such State,

" THE FIRST NATIONAL BANK OF CHICAGO

COFFIN & BURR

INCORFPORATED

EASTMAN, DILLON & CO.

HALSEY, STUART & CO. INc.
HEMPHILL, NOYES & CO.
g

REPUBLIC COMPANY

ADAMS, MCENTEE & CO.

INCORPORATED

'CENTRAL

Federal Reserve Board. has au- (INCORPORATED)

thority to reduce reserve require-
mentsto 13% for centralreservecity |/
banks, 109 for reserve city banks, |
and 7% for other. member banks |-
against demand . deposits, ‘and to |
3% against time deposits of all
member banks. (These lower rates |.
were in effect from 1917 to.1936.)
If this authority were exercised,
the average; requirement against|-
all deposits in the banking system
would be ‘4bout 10%. The $20.6
billion by which the Federal Re-
serve banks could increase their
deposits, therefore, could become |
the reserve base for $206 billion
in additional commercial bank de-
posits.

. Other Devices Available
“Fach time a bank increases its
loans and-investments, deposits in

A. G. BECKER & CO,

INCORPORATED &

FIRST NATIONAL BANK OF MINNEAPOLIS

OTIS & CO.

(INCORPORATED)

COMMERCE TRUST COMPANY

KANSAS CITY,'MO.

CITY NATIONAL BANK & TRUST CO.
- KANSAS CITY, MO.

‘ROBERT GARBRETT & SONS -"THE MILWAUKEE COMPANY

+ BALTIMORE

THE ILLINOIS COMPANY OF CHICAGO

FRANCIS I. buPONT & CO.
STROUD & COMPANY

INCORPORATED

WILLIAM R. COMPTON & CO,

INCORPORATED

GEO. B. GIBBONS & CO.

INCORPORATED

MARTIN, BURNS & CORBETT, INC. LIS TON &l

| i GO

GORDON GRAVES &.CO. THOMAS & COMPANY  THE FIRST NATIONAL BANK

PITTSBURGH OF MEMPHIS

BIOREN & CO. *
PHILADELPHIA

Dated August 15, 1944 angl July 1, 1944, P;incipal and semi-annual interest, February 15 and August 15 and January 1 and July 1, payable in Balti-
more, Md. Coupon Bonds in the denlommauon of $1,000, registerable as to principal only. The information contained herein has been carefully compiled
from sources considered reliable, and while not guaranteed as to completeness or accuracy, we believe it to be correct as of this date.

October 19, 1944,

itized for FRASER
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Future Of

from utter stupidity down through
viciousness' to -absolute fraud and
dishonesty. = Humanity, - always
pathetically on the lookout for a
short-cut, for the easy way, will
be eager 'to believe these Pied
Pipers and  will march  behind
them unless our banks, our sound
economists, our decent politicians,
our moulders of opinion of the
press -and - the  radio, and, as
World’s Fair Grover Whalen used
1o put it, our “men of good-will”
in every line pull together and
point the true way. -
" “The only honest way, the only
§ou11d way; especially for the poor
man, is the hard way of govern-
ment economy, high taxes, bal-
anced budgets anfi growing ‘indi-
vidual initiative. ‘ Yet, humanity
hates to go to the woodshed —
anything rather than the hard way
will appeal to them. It will take
the combined efforts of all of us
to resist' the Lorelei with their
siren song of debt alleviation at
the expense of the banks. It is
high time we got started “on a
campaign of education and iden-
tification of the interest of the
man in the street with the interest
of the bank on the corner in'a
sound government debt policy. My
remarks today are based on the
assumption that a continuing, ag-
gressive and successful campaign
of such public enlightenment will
be waged by our banks and our
modern Alexander Hamiltons. .
" Although everyone knows that
the future of government secur-
jties is inevitably tied up with the
future of interest rates, the close-
ness of the relationship is dramat-
ically brought home to us every
now and then. Thus, the other
day a distinguished economist
came to Massachusetts and was
yeported in the press as saying
that interest rates on government
securities would go up to 4 or 5%
“a year or so after the end of hos-
tilities. ‘
. At the outset, we must admit
that he has the “law and . the
precedents” on his side. In the
past, the capital- destruction of

war inexorably has been followed'

by higher interest rates. 'And, is
not this global war the most ex-
pensive and the most destructive
war of all time?. Then, why can’t
we stand in the middle of a his-
tory ‘book and predict that history
will repeat itself? The answer is
that history will not repeat itself
because the interest rate is not
what it used to be and, further-
more, other conditions . have
changed also. :

" If this is clearly gnderstood,
there will be little difficulty in
following = my reasoning and
reaching my conclusion that, bar-
ring a sharp inflationary increase
in the general price level, interest
rates are not going to increase
hppreciably in the foreseeable fu-
ture; that is, for three or four
years after the end of the war.

f, I well remember how my dis-
tinguished colleague at New York
University, Dr. Marcus ~Nadler,
was greeted with open skepticism
by bankers in 1934 when he first
began to. maintain . that, the in-
treasing public debt would be ac-
companied by lower interest rates.
I{e stood -alone for a long time
and, even today, many economists,
who have been forced by the
event to admit that his prophecy
awas correct, continue to assert
that interest rates “have to go up.”
They cannot deny that the mone-
tary authorities have controlled
the money; market and capital
jnarket exaclly. in accordance with
ihe needs of the Treasury. But,
they insigt, the past tight control
cannot be continued for the fu-
jure. - I do not agree with them.
On the contrary, I am convinced
ihat the Treasury and Federal Re-
serve authorities can, and will
without hesitation, continue their
close control of the money market
. {luring the war and.the immedi-
pte post-war period. Certainly, it
is to the interests of the Treasury

_10 do so, 'As a- matter of faet, no-
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Government Securities

(Continued on page 1683)

one denies that the Federal au-
‘thorities want to keep interest
rates down — the only question
is, can they? May I reassure you
as definitely and directly as pos-
sible: There is no question in my
mind but that the monetary au-
thorities can keep interest rates
down,: or push them even lower,
it they feel it is advantageous to
the Government for them to do so.

.Let us briefly discuss the more
important' powers the monetary
authorities have over money rates,
Their present powers are: (1) re-
duction in reserve requirements
to where they were - originally
(there is. nothing. sacred about
20% or 14%); (2) substitution of
Federal - Reserve Bank Notes
which require no gold cover for
the outstanding- Federal Reserve
Notes with their 40% require-
ment; (3) large open ~market
operations by the Federal Reserve
Banks; (4) desterilization of the
gold held in the Stabilization
Fund; (5) monetization of the ac-
cumulated silver seigniorage
profit; (6) aggressive administra-
tive: action in carrying out the
statutory silver policy with maxi-
mum monetization, and (7) tight-
ening of the various controls over
the capital market. k d

These powers are so great that
the Treasury, if necessary, can,
through their utilization, maintain
money market rates at practically

any level desired. Furthermore,/

it these powers should, by -any
chance, prove inadequate, can you
conceive  of 'a Congress which
would not promptly furnish  any
additional authority which might
be needed? - i

Great as these technical powers
are, the old economic 'law of sup-
ply and demand still exercises
basic control. So, let us take a
minute or two . and analyze the
present and . prospective ‘supply
and demand factors. It is beyond
question -that the present supply
of money and credit is very large
—in fact; by far the largest in our
history. Yet, in.my obpinion. it i<
equally  beyond question that it
will become much larger —  yes,
far larger than you imagine.

To be specific:

1. The volume of deposits is un~
precedented, is increasing rapidly
and will continue to increase dur-
ing the war and immediate post-
war period, -as ‘the Government
continues to borrow. Instead of
the decrease in deposits: which so
many expect, the end of the war
will probably inaugurate an even
more rapid increase than the pres-
ent as (a) people turn in their
E, F, and G bonds for cash, and
(b) corporations which ' invested
large amounts of depreciation, de-
pletion, surplus and other reserves
in Certificates of Indebtedness
present them for redemption. Sev-
eral billion dollars of such debt
(no one can.say just how much)
will undoubtedly be shifted to. the
banks via the Treasury through
the sale of additional bills and
certificates to them. This will fur-
ther increase the swollen volume
of denosits. y

2, With the end of Lend-Lease
{here is a good probdbility of an
inflow of gold or at least a re-
lease of gold from “earmarking,”
which will not only increase de-
posits but will also create a corre-
sponding amount of reserve bal-
ances at the Federal Reserve.

3. After the war, hoarding will
decrease, money now burning the
pockets of war workers will be
spent (circulation was $23.2 bil-
lions at the end of August in con-
trast to $4.7 billions which did the
job-in 1929) and there will be a
considerable return flow of cur-
rency from abroad, which also
will increase both deposits and
reserve balances.

4, On- the supply- side of the
capital market, the great increase
in recent years in pension plans
and in the volume of life insur-
ance.will provide continuing large

sums for investment in high grade
securities, - o b

" 5. Likewise; the widespread in-;
clusion of amortization provisions

in real estate mortgages in recent
vears will furnish a new and con-
tinuing supply of funds to the
capital market,

. So -much for the supply side;
now: let us look at the other side,
demand. -

While there is no agreement
(even among the experts!) as to
the probable demand for bank
credit and. capital after the war,
it is my considered view that the
demand will be far less than most
bankers expect. My reasons are
as follows: - i

1. Business in the aggregate al-
ready holds enough cash, deposits
and government securities o do
the job of conversion and, in ad-
dition, to finance a considerable
expansion of manufacturing, mer-
chandising and credit facilities,

2. Our swollen production fa-

cilities and easy money conditions
will cause many producers to en-
ter the field of consumer credit
directly in the forthcoming no-
quarter battle for the consumer’s
dollar ‘and, while .I hate to dis-
courage you, in general they will
not need to borrow to develop this
field.
3. Prompt settlement - of war
contracts is promised and appar-
ently will be carried through, re-
leasing tied-up funds. -

4. A recent Federal Reserve
Board study of the ownership of
deposits showed that 92%  of
manufacturing and mining depos-
its was held in ‘accounts above

$10,000. . Giving consideration to|

the huge wartime increase in de-
posits, their study indicates pretty
clearly that the post-war volume
of borrowing will be relatively
small, at least so far as the larger
companies are concerned.

Partially offsetting these nega-
tive demand factors are the fol-
lowing positive' demand indica-
tions:

1. There will be a moderate de-
mand for capital and some bank
credit to help industry acquire
certain of the more strategically
situated government owned war
plants. -, Lo :

2. With the resumption of build-
ing, mortgage money will be in
strong demand.

3. Probably the greatest demand
for capital will come from. the
States and their subdivisions, par-
ticularly the municipalities which
will be in the market for funds
to finance the public works post-
poned during the war.

I would summarize the outlook
thus: :

The present supply of both long
and short term credit appears to
be equal to any demands which
are likely to be experienced —
and the supply is increasing ‘and
will continue to ‘increase for a
considerable period of time after
the end of hostilities. = Further-
more, there is nothing on the de-
mand side, barring a very sharp
increase in prices, which indicates
any extraordinary . needs  for
credit. On the contrary, the out-
look is for a very moderate de-
mand. ~ for conventional bank
credit. Hence, even without the
use of the powers the monetary
authorities have, the position of
the money market, present and
prospective, warrants the assump-
tion that there cannot be, and will

‘not be, any material increase in

money rates,

On the basis of the pertinent
facts, it seems indisputable that
the era of low interest rates,
which we have entered, will be
with us for a long time. (Next
sentence Off the Record). The
diehards will have to give up their
6% complex. And, we might as
well adjust our thinking to the
new. conditions,

We will next turn our attention
to the tax-exempt government se-
curities, In addition to reflecting
the prevailing money rates, these
securities come under the influ-
ence of taxes and rumors of taxes
and tax changes. The newest Ruml
plan and the current wave of talk
about reducing taxes (in which
the wish has largely been father
to the thought)- has caused the

Brv 4w B EEEI

tax exempts to seften and give up

'a point or-so.If the factors; such’

as the tax situation of your in-/

stitution :and the ratio of capital
to" deposits, which caused you to
buy the exempts instead of fully:
taxable  securities - in.. the . first
place, do not dictate a change, I
would not be too much concerned,
although the. technical situation
in the market may cause a fur-
ther-drop. - T

. Of course, if you believe that
taxes "are: going to be reduced
soon, then you might well con-
sider a .switch, ~But, Byrnes, our
so-called economic dictator, cate-
gorically stated that there will be
no tax reduction until after the
defeat of Japan. )

As for the Ruml plan, I'do not

believe ‘it’ has much chance, 'if/

any. Under it individuals' would
bear approximately 175% of - a
total tax burden 3% times greater
than the pre-war -burden, of which
they bore onhly 27%-—about ten
times as much, As individual tax-
payers vote and corporations do
not, can you even imagine a Con-
gressman backing such a bill? ¢
‘As a matter of fact, corpora-
tions do not like the plan either,
because of the proposed tax 'of
16% - on. undistributed earnings.
This tax would force large divi-
dends in good years and, in con-
sequenrice, labor would insist on
wage increases. In poor years,
earnings’ would drop and divi-
dends would drop even more, but
wages would stay up. Frankly, it
is hard to see just who would sup-
port the proposal if it were intro-
duced in the Congress. ‘
Tax reduction is like the old
negro spiritual which runs “every-
body who  believes in heaven
isn’t going there.” Everyoue is in
favor of tax reduction, especially
in an election year, I should like
taxes reduced, too; but, as I also
believe in a balanced budget, ‘I
shall be satisfied if our . fiscal
situation permits a few modest
tax- reductions after the war i
won. .
Although it is generally con-
ceded that the Federal budget
need not be balanced every year,
it  is nonetheless imperative that,
over a period of years, the deficits
be exceeded by the surpluses suf-
ficiently to reduce the public debt
in accordance with sound long-
term retirement ‘plans.. Whereas
government spending through, un-
balancing the budget might have
some justification when: the ‘vol-
ume of deposits is relatively small

land decreasing because of the

liquidation of bank loans, as was
the case from 1930 to 1936, no
such justification exists today.
As I have said three times in
this talk, the volume of deposits
is abnormally large and, further-
more, the outlook is for a post-
war volume five or six times the
ncrmal pre-war. total. Such un-
balanced budget spending would
have to be financed by the sale
of securities to the banks which
would still further increase de-
posits. This would be highly un-
wise and unsound. While no one
can determine with certainty the
economic limit of the public debt
of a country, there certainly is
such a limit and if the debt goes

béyond it, public confidence is un-’

dermined. A ‘large floaling debt
and heavy holdings of government
obligations by the. general public
makes a country very vulnerable
to-such a danger. i

Consequently, any plan ‘which
puts tax-reduction before budeget
balancing should be energetically
opposed by all of us regardless of
theory or how much we suffer
personally. The idea that a bal-
anced budeget is not necessary is
getting a little shopworn and out
of date. Sound fiscal conditions
are far more important than any
reduction in taxes could be. i

In closing, I have two sugges-
tions. !

First, some of the savings bonds
in the hands of the public fall
due next year. It would be help*
ful to know how the Treasury
intends. to handle. the maturity

the banks to' ask what plans have !

been made.

- Second, banks- rhore-than -ever * -
must protect one another. .One of *
the greatest services they 'can. -

render themselves, as' well as -all
of . us, .is for.them to hold secur-
ities which they can shift with the -
'deposits when the inevitable criss- -
crossing of ' deposits starts with*
the end of the European war, If °
the bank losing deposits sells se-
curities which the banks receiv-
ing the deposits want to:buy, the
market. will not -be disrupted.
Banks expecting to . lose -deposits -
should have such securities.to-sell

and thus preserve the asset-values -

of all the banks. * 5 :
‘Looking ahead, if you get dis- -
couraged, in spite of all T have
said, just remember-that if it gets '
dark enough you can see the stars.

McGee Heads N. Y. -
Bank Credit Group-

. -Hugh H. McGee, Vice-President °
of the Bankers Trust Company of -
New 'York; was named Chairman
of .the Credit Committee of the
$100,000,000 Bank Credit Group of °
New York City on Oct. 16 as rep-
resentatives “of . the - particpating
banks held their first meeting and "
toolg stpps to complete their or- "
ganization. - Formation ‘of ‘the
group, which' was -organized to"
provide ‘an .additional source’ of
bank - credit for small and me~
dium-sized business in the recon-
version and - reemployment  pe-
riods, was announced recently by -
Robert M. Hanes, Chairman of the -
Post-War Small Business 'Credit
Commission . of the' American
Bankers Association. It is the first
such group to be' created under
the Commission’s nationwide pro- -
gram. The announcement of its
formation appeared: in our Sept. 28
issue, page 1380.

Percy J. Ebbott, Vice-President
of Chase National Bank, has been
selected as Vice-Chairman of the
Group, -and. Willilam L. Kleitz,
Vice-President of the Guaranty
Trust Company, Secretary. Repre-
sentatives ~ of - the ' participating
banks comprise the Credit Com-
mittee which will handle all ap-
plications for loans submitted to
the - Group., The Bank Credit
Group of New York City was or-
ganized as an added assurance of
the availability of bank credit
within "the banking system itself
for every sound and constructive
need. It is e€xpected’that a major
part of the post-war credit de-
mands of -business, industry and
agriculture ‘will be met by the
individual banks in each com-
munity: If the local bank is not
able to supply all of the credit
required it is being urged by the
Commission to make use of its
long-standing - working relation-
ships ~with ~its = correspondent
banks. If, however, the banks,
either directly or in cooperation
with their correspondent banks,
are not in a position to meet the
full -credit requirements of their
communities they may then turn
to the Bank Credit Group of New
York City or similar groups which
are being organized throughout
the country as a third source of
bank credit. - : :

Any’ bank having its ‘principal
office in New York City, accord-
ing to the agreement under which
the group operates, is eligible for
membership.. The present mem-
bers are: Bank of the Manhattan
Company, Bank of New York, *
Bankers Trust Co., Brooklyn Trust
Co., Brown Bros. Harriman & Co.,
Chase National Bank, Chemical:
Bank & Trust Co., Gommercial -
National Bank & Trust,Co., Con-
tinental Bank & Trust Co., Corn
Exchange Bank Trust Co., Empire
Trust Co., Fifth Avenue Bank,
First National Bank, Grace Na-
tional Bank, Guaranty Trust Co.,
Irving Trust Co., Lawyers Trust

Co., Manufacturers Trust Co., Ma- -
rine Midland Trust Co.,J. P, Mor-~ .

gan & Co., Inc.,, National City
Bank, New York Trust Co., Pub-

lic National Bank & Trust Co.,
and it -would -be -appropriate for-and United -States Trust'Co.: =~

»il
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{REPORTER’S
~ REPORT

. Public. offering of Common-
. wealth Edison Ce,- of Chicago’s
$155,000,000 .0of new. first mortgage
3% bonds, placed on:the market
- yesterday, proved to be what the:
distributors term.a {red hot.”

“ling of. $47,000,000 of new bonds
| when tenders were: ‘opened yester-

doy.

A second syndlcate had been
in prospect but, as conversations
among = potential = participants
came up to the finish line, it
developed, according to report,
that 'scme could not. agree on
matters  of 'interest rate and
price which bidders were called

upon to flx under terms of the
sale. &

* As a consequence th1s group fi-
nally decided against entering a
bid for the issue and it was as-
sumed that unless a “sleeper” bid
materialized only a single group

would be in the market.

Southern Pacific Exchange Offer
Reports that Southern- Pacific
would do some refinancing ma-

terialized when the road filed de-

tails for a projected refunding of | *

$88,211,000 of outstanding Central
Pacific first and refunding 4s.

The Central Pacific, operated
under  lease, is seeking *ICC ap-
proval to issue $50,000,000 of new
series. A bonds in -exchange. for
part of ‘the outstanding 4s.- The
balance = presumably would be
provided for by -later action.

-Steiner,

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
Rouse & Ceo. upon. re«
quest.. e

- Constituting the largest part
of the - biggest - single issue,

" $180,000,000' in all, " ever filed

" with: -the : Securities’ and- Ex-

~.change €ommission, the balance
was taken by a group of insur-
ance ccmpanies in exchange for
bends- held, this -huge under-
writing moved with remarkable
celerity. i

A negotiated deal, bankers and
. dealers . who handled . the ‘issue
naturally had the advantage of
being able to plan considerably
ahead. . Accordingly 'they were
enabled to arrange for an under-
writing - and  distributing set-up
- which embraced no less than 163
- firms, on a nationwide scale.
Preliminary inguiry had made
it.a foregone conclusien that the
issue would be a sell-out, which
proved to be the case,
The new bonds, known as Se-
ries L, were priced at. 104Y; for
- subscription and the sale provided
funds for the retirement of oui-
standing series K bonds of the
issuing -company and.an.issue of
- bonds ' of ‘its subsidiary, Public
- Service Co. of Northern Illinois.
.Demand was of such propor-
tions, “according to those in a
pesition to gauge the situation,
that the transaction became an
allotment proposition.

Repeat Performance Seen
Bond men were disposed to look
for a similar response, when, as
and - if the $130,000,000 of - Phila-
delphia Electric Co.'s new 2% %
bonds, offered for competitive
bids yesterday, reach market. -
The company had sought ex-
emption from Rule U-12 on its
contention that an issue of this
size could be marketed tg bei-
.. ter advantage. via a negotzated
,sale But SEC denied. its plea,
‘As company officials predic-
‘ted at. the hearing, the huge
icsue brought out ¢nly a singie;
group bid, an original syndi-
cate which had been prepared to
market the issue by negotiation,
having dissolved in the interim.
Subject to formal award and
" approval of terms by the SEC, it
was expected that public offering
by a distributing group of 127
firms would be made before the
close of the week. Here again it
looked as though a. fast operation
was in progress.

A Favorable Backdrop

Marketing of these two huge
public utility undertakings found
 thetrack rather completety cleared
of any .left-overs ‘ from power
company offerings brought out in
recent weeks.

The market position ot‘t most’
of the offerings-of recent date
provides the best gauge of their
distribution and. it develovs. that
the majority of such emissions
are selling at or near their of-
fering  prices.  Narragansett
Electric 3s are a case in point,.
- being  quoted: 10415 - 104%
against an offering quotation of
.+ 105.08. "

Although’ rail issues  of recent
vintage’ arbf gradually disappear-.
ing, theéir ‘performance has not
been upto that of the utilities.
There are still Eries; . Gulf, Mobile
& Northerns; Oregon & Washmg-
tons, and Pittsburgh, Cincinnati,
Cleveland & St. Louis around.

- Single Bid for Wabash
As time drew ‘short, late ‘on
Tuesday, there was every indica-
_tion that Wabash Railroad would
. probably receive :only a  single
- group 'bid for its projected offer--

New Issues

it

Incorporated

Incorporated

F. S. Moseley & Co.

Incorporated

Incorporated

October 18, 1944.

Harriman Ripley & Co.
Smith, Barney & Co.
Laaenburg, Thalmann & Co.
Wekite, Weld & Co.
Stranahan, Harris & Co.

Stone & Webster and Blodget
" Paine, Webber, Jackson & Curtis -
Stlfel Nicolaus & Co.

$33 000, 000

Department of Water and Power of The Clty of Los Angeles

Electrlc Plant Refunding Revenue Bonds

" Payable, both as to principal and interest, solely from the Power Revenue Fund established by the Charter of
The Clty of Los Angeles in which are required ‘to be deposited all revenues in connection with the

operahon of the electric works of the City,

[

Interest exempt, in the opinion of counsel for the purchasing group, from Federal Income Ta.res
under the existing statute as thus far construed by the Courts.

Bonds maturing on or pnor to October 1, 1953 are not subJect to prior redemptlon Bonds maturmg QOctober 1, 1954 and there«
after may be redeemed, in whole or in part, at the option of the Department, in such manner as it may elect, on. October 1,
1948, and on any interest payment date thereafter prior to maturity upon 30 days’ pnor published notice at 100%4% .
plus Y4 of 19 for each twelve months’ period, or fraction thereof, from the date of redemption to the maturity 5
date of such Bond but not exceeding 105%, plus, in each case, accrued interest.

Coupon bonds in denomination of $1,000 each, registerable as to prmclpal only or as to both principal and interest.
semi-annual interest (April 1 and October 1) payable in any coin or currency of the United States of America -
which at the time of payment is legal tender for public or private debts, at the office of the Treasurer of
‘the City, in The City of Los Angeles, or, at thz option of the holder, collectible at the current

official bank of the Department in The City of New York.

; T
$21,000,000—1Y,%, 134%, 2%, 3V>2% and 49, Bonds, Second Issue of 1944

Dated October 2, 1944, Due various amounts October 1, 1948 to 1975, incl,

Prices yleldmg 0.909, to about 2, 02%

according to coupon rate and maturity. ‘Accrued interest to be added.

$12,000,000—1Y,%, 1%4%, 2%, 3% and 4% Bonds, Third Issue of 1944

Dated October 1, 1944, Due varlous amounts October 1, 1945 to 1978, mcl.

Przces yleldmg 0. 507, to about 2.02%

according _to coupon:rate and maturity.

Lehman Brothers

- Hallgarten & Co.

The lllmoxs Company of Chicago

'The First Boston Corporation
Kidder, Peabody & Co.

: R. W. Pressprichi& Co.
B. J. Van Ingen & Co. Inc.
R. H. Moulton & Company
Incorporated

Estabrook & Co.
Hornblower & Weeks

Accrued interest to be added.

These Bonds are offered if, as and when issued and delivered and subject to the approval of all legal proceedings by Messrs. Wood,
Hoffman, King and Dawson of New York, N. Y., Bond Counsel for the Department, Mr. Ray L. Chesebro, City Attorney of The

: Clty of Los Angeles, and Mr. S. B. Robmson, Chlef Assistant City Attorney for Water and Power of The City of Los Angeles.
It is expected that delivery of temporary bonds of the Department will be made on or about October 26, 1944, .

For further information relating to the Department of Water and Power of The City of Los Angeles, its e?ectnc

operations and earnings, and for a more complete description of these Bonds and the provisions with respect there-

to, reference is made to the Official Statement dated October 17, 1944, copies of which mau be obtained from
only such of the undeo signed as are registered dealers in securities in this State..

Blyth & Co., Inc.

A. C Allyn and Company

Incorporated

- W. E. Hutton & Co.

The Wiscpnsln Company

Halsey, Stuart & Co. Inc.
Blair & Co., In,c.‘ :

Hemphill, Noyes & Co.
‘Graham, Parsons & Co..
Eastm_hn, Dilltm &ICO :

Alex. Brown & Sons

Principal and

]

Phelps,“Fenn'& Co.
Weeden & Co.

Incorporated

iy

Helles: Brisce &.Ca:

Incorporated
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Price Control Objectives
During Reconversion

(Coatinued from first page)

Amnerican industrial workers
and American business manage-
ment,. working .closely with the
War  Production Board, have
raised industrial production 129%
over pre-war levels. Our record
of war-time production is an ab-
solute miracle of modern plamnng

" and vigorous effort.

Our farmers and cattle raisers,
werking closely with. the War
Food Administration, have in-
creased farm production to un-
heard-of levels. In spite of short-
ages of man-power and equipment
they have produced more food
and better food than the most
optimistic pre-war prophecies
foretold.

Qur  railroads and, truckers,

working with. the Office of De-
fense Transportation, have carried
double their pre-war burden—
with a minimum of delays and a
maximum - of effectiveness and
speed.
“ And in spite of huge inflation-
ary pressures, all of us—business
men, labor, and farmers, working
within our organization, the OPA
—have maintained a relatively
even level of prices.

Industrial prices have risen less
than 3% since the spring of 1942,
thus saving all of us as taxpayers
countless billions of dollars on the
cost of the goods that the Govern-
ment must buy to fight the war.

.- 'The cost of living—averaging in
rent, food, clothing, and house
furnishings for the middle-income
family—has risen only 9% in that
same period. During the last 15
months it has scarcely risen at all.

Thus for the first time in any
war we have managed to keep our
price levels from skyrocketing up-
ward. . And in so doing we have
given ‘all - of us—including the
wives and families of our absent
{ighting men—protection that we
have never had before in war-
time.

Taken all in all, I believe we
can agree that our war-time rec-
ord has been good.

But now we face a new set of
production and price problems.

The pricing policies which we
have followed during the war
period have been effective under
war-time conditions. But today
we look forward to more and

more cutbacks in war production |

and the increased production of
peace-time goods.

During the next 90 days we are
hopeful that the war will be
brought to a close in: Europe.
During the next 18 months or so
we are looking forward to wvic-
tory in the Pacific. As our econ-
omy partially reconverts to peace-
time requirements we will be
called upon to face rapidly’ chang-
ing economic conditions.

‘Within three months after Ger-
many is defeated it is estimated
that plants now producing 40%
of our war goods can be freed for
the manufacture of civilian goods.
More than 4,000,000 war workers
will ber made available for the
production of goods for which the
American people are eagerly
waiting.

The Federal Government has
made it elear that industry will
be assisted and encouraged to re-
sume the manufacture of civilian
goods as rapidly as possible. To
this end the War Production
Board has announced. that it will
1lift controls over most materials
and - manufacturing - immediately
- after V-E Day. The War Man-

power Commission has stated all
man-power controls will be lifted
except :in relatively few areas
where they are essential to con-
tinued war production.

The only lasting answer to in-
flation is full production of
civilian goods with "all possible
soeed, For this reason we in the
OPA welcome these develop-

ments as a major. aid in holding
prices stable.

But even under the most favor-
able conditions our pricing task
will ‘be aticklish one. A weak
price policy durmg the next few
months can set in motion all the
powerful inflationary forces that
surround us. A rigid price policy
in which no allowance is. made for
legitimate increases in costs could
stifle employment and production
and head us straight. for a major
depression,

During the war our efforts have
aimed solely -at checking infla-
tion. On V-E Day the picture
will ¢change. When the telegrams
¢o-out canceling war orders, the
forces of deflation will begin to
develop. - From that day on until
full production' is “achieved and
supply and demand come ‘into
reasonable balance, the foreces of
inflation and deflation will exist
in our economy side by side.
Right now it is impossible for
anyone to say with finality which
will be the greater.

Let’s first take a look:at the
huge: inﬂationary pressures all
ready to push prices up as soon
as the war in Europe ends.

By the end of 1944 $100 000,-
000,000 of war-time savings wﬂl
be waiting in the hands of people
who' have been unable to buy
many of the things they wanted
most—a new car, an electric re-
frigerator, a washing machine, a
sewing machine, a new stove, new
farm machinery, a new house.

Obviously, it will be impossible
to produce all of these articles in
sufficient quantities immediately.
But people don’t like to wait. The
pressure of buyers with good jobs
and a backlog of war-time savmgs
will be tremendous. .

Merchants will be anxious to be
among the first to offer new goods
for sale. The retailer’who can
quickly build 'a good ‘inventory
will be in a position to capture the
business.

Every manufacturer, too, will
want to be among the first pro-
duce -these goods. The competi-
tion for materials will be consid-
erable. To back up this competi-
tive desire for inventories and raw
materials are billions of dollars
in war-time reserves.

But as I have pointed out, in-
flationary pressures are only one-
half . the 'story.  Deflationary
pressures—some of them inescap-
able, some of them potential, are
equally dangerous.

The closing of plants built only
for war production (which prob-
ably cannot make peace-time
goods) will require an estimated
2,000,000 people to look for peace-
time jobs elséwhere. Millions of
others will face temporary unem-
ployment while the plants -in
which they work set up their new,
production lines for civilian
goods.

In all plants changmg over to
civilian production the return to
the 40-hour week will reduce the
workers’ weekly take-home pay.
Even a 10% cut in hours, which
seems probable soon after V-E
Day, will cut salaries and wages
by something like $12,000.000,000
in a year. d

Adequate unemployment com-
pensation will, of course, helo to
some degree to hold up purchas-
ing power. Our huge backlog of
savings will also serve as an anti-
depression asset. But fear of pro-
longed unemployment can make
people hesitant to spend their
savings except for-necessities. A
man out of work goes slow in
building a new ~home—even
though his savings account is
still ample.

Up to now business and indus-

try have been able to absorb the
men-—more than 1,250,000 of them
—who have been mustered out of

the armed forces, However, when

our soldiers and sailors start'com-
ing home after V-E Day there
may be more men than JObS until
industry hits its stride.

If reeonversion -is* slow,:
national income 'will" be -danger-
ously down while millions. of
workers are waiting to return:to
work,

mand for basic raw materials. -

The - Government has been
spending “about $70,000,000,000 a
year for war materials and con-
struction, and that money has pro-
vided 'good jobs at high wages.
Within three months after the'de-
feat .of Germany ‘it is estimated
that this will be cut to: about

$40,000,000,000. To a major extent:

that is money out of our pockets
until we get. civilian production
going on a comparable scale. -

Some of these deflationary
threats. we cannot hope to avoid.
Some of them are temporary, and
the speed or slowness of recon-
version will determine the extent
of their. influence. . Others may
not materialize, unless business
men  and - their . customers —
frightened ' of the future—are
afraid to invest and spend: their
money

But after V-E Day the threat of
deflation cannot be-ignored.

Statistics alone cannot measure
either of these dangerous eco-
nomic forces. Behind them lie
the psychological factors of over-
optimism on the one side or fear
on . the other.. Both of these are
products of uncertainty.

Uncertainty about prices is one
of the most dangerous. It could
lead to a wild speculation or to a
drying up of purchasing power.
That is why we are determined to
do all in our power to hold prices
stable during the months ahead.

I don’t think we should forget
that we faced this reconversion
problem - once - before, and  that
that time we bungled it; bungled
it badly Ins November 1918,
when the Armistice Was signed.
such price controls as existed
were pulled off almost immedi-
ately. The economy was left to
find its own way back to normal.
For a few months prices and
wages did remain stable, even de-
clined slightly. But by spring of
1919 they were surging upward
once more. As a result, almost
half of the total inflation of the
last war occurred after the Ar-
mistice. For a year and a half we
had a mad speculative spree.. In
the middle of 1920 we began to
pay the piper. The bubble. burst
and ‘a savage deflation set in
which carried prices and wages
downward - even ~more rapidly
than they had risen. - Wholesale
prices fell 40%. - Unemployment
shot up by nearly 6,000,000; pay-
rolls shrank 44%, and the average
weekly earnings of workers who
kept their jobs were cut by one-
quarter.

Corporate profits tumbled from
61 billion in 1919 to a_loss of 55
million in 1921. Inventory losses
totalled 11 billions and wiped out
practieally -all the reserves ac-
cumulated out of wartime profits.
Business failures in the next five
years totalled 106,000, 40% more
than i the five years 1910-14."

The farmers too took a beating.
Farm prices fell 61% and taking
into account inventory losses, net
farm income tumbled from nearly
9 billiont to less than 3 billion. In
the next five years 453,000 farms
were lost through foreclosures,

That’s the'story of reconversion
after the last war.” Everybody had
moved up together and everybody
came down together. We went up
fast; we came down hard. It's a
story that provides a perfect: les-
son on how net ‘to handle the
problems of reconversion.

How can we take advantage of
the lessons of history and avoid
repeating the same calamity on an
even greater scale? Obviously it
will take the closest cooperation
by industry, labor, agriculture;
trade and government. - The OPA’s
job in meeting this responsibility

the

Slowness in reconversion |
would also mean a‘letdown in de- |

is pricing-—and pricing alone. ‘It

| seems to me" that ‘our ‘job:is" dx-

vided in three parts.

First, ‘we must continue to hold
the line against’ inflation. “We
can’t lIet our fighting men. come
home: this time to face rising rents
and- climbing food and clothing
prices as they try ‘to ‘get a new
start in ecivilian life. We cannot
afford to let the price Tevel  go,
and with it the. wage level, in a
gpeculative sprée "that must in-
evitably be'followed by a collapse.
This isn’t going to be easy.

Second, we must ‘set prices’ on

‘the consumer durable goods which

have been out of production dur-
ing the last' 2-2% years. In gen-

eral;-our objective in setting ceil- |

ing  prices for these' new goods
will be the manufacturet’s’ own:
1942 prices... These are the prices
he was charging when he' con-
verted from civiliary to. war pro-
duction. And, with" few excep-
tions, these are the ceilings in ef-
fect today for any manufacturer
still producing-the sameor sim-
ilar goods.

This means that any manufac-

 turer who is planning-to put new

civilian goods on the market at
1942° prices or less knows now
that his ceiling price will not. be
lowered. . As soon .as production
and manpower controls are re-
leased, he -can proceed at once.
Reconversion pricing will not be
one of his problems.

In practically - all . consumer
durable goods industries there
have, of course, been increases in
wage rates and some increases in
material prices. But we know
from the wartime experience that
increaséd wage rates and material
prices need not be fully reflected
in price increases for the finished
product.

In industries now ‘under price
control, such as. textiles, meat
packing, paper and pulp, for ex-
ample, = substantial increases . in
either hourly wages or materials
prices, or both, have occurred. In
none of these cases, however, has
it been necessary to allow price
increases ‘anywhere - near ‘equiv-
alent to the cost increases.

In most cases the price increase
has been only a small fraction of
the full equivalent, Nevertheless,
profits have moved up sharply—
so sharply, in fact, as to suggest
that the cost increases ' should
often have been entirely absorbed
without unfairness ‘to the indus-
try.

Our experience. in.these fields
and dozens of others strongly sug-
gests that in the consumer. durable
goods industries, where increases
in wage rates have  been no
greater ‘and increases in mate-
rials prices have been substan-
tially  less, - production -for most
companies can be resumed at ap-
proximately 1942 prices.

There are some companies, how-
ever, and perhaps a few indus-
tries..whose costs have risen ; so
far above their 1942 level as’ to
make full absorption impossible.
These will need new prices. They
will need them quickly, and we
intend to see that they get them.

It is our hope that ceiling prices

for the major fields can be ar-
rived at through industry-wide
conferences in Washington.. We
are- now: holding meetings with
members of the automobile, elec-
tric refrigerator, washing machine,‘
radio and a few other industries
“_representing on a‘dollar volume
basis 80% of the entire reconver-
sion pricing problem. "

At these meetings we will dis-
cuss the volume  each: industty

-plans to. achieve; what- they are:
going to pay for labor'and:ma-

terials; the: savings they expect
to- make through increased plant

‘efficiency, and lower sales costs.

In those cases where an increase
over the 1942 price level is really
needed to bring any product back
on- the market, an increase will
be given. We will. make every
effort to set' ceilings at a point
that will lead manufacturers. to
expand, not restrict, their produc-
tion,

-1 am welil aware that any delay’

on our part in setting prices

would ‘be-an . even:greater hard-"
ship,for small manufactuxels than «
for large ones.” We must ‘make"
sure-that any manufacturer who '
needs a new-price ‘canget a ‘deei-
sion quiekly. In erder to do this,"
we will authorize the 93 OPA DlS-

trict Offices, located in all parts .
of the’ country, to set the. final -
ceiling. prices for all reconverted

products not on the key list of

12 major items.

‘Many firms have already 1nd1- g
cated that they plan to sell .at
their 1942 prices, ‘or ‘even lower,"
as soon as they can get back with
civilian production. They will not
nﬁed to call on our field offices at
all. : !

Firms whose higher production
costs make a price adjustment
necessary will be dble to present
the facts to the nearest office and
receive a price based on a set of
standards arrived at in-Washing-
ton, These will be standards that
can be quickly applied without
referring back to Washington. :

The exact method by which the
prices for. the smaller firms: will
be ‘set and the standards which
will be followed are now under
discussion with*many of our ad-
visory groups and with our- field
officers; on- whom much of the
administrative burden’ will fall.

Barring the sudden’ end of the
war in Europe, the details will be
withheld until these dlscusswns
are finished,

A complete plan, 1nclud1ng pric-
ing standards for the smaller .
manufacturers, however; has been
fully developed. If necessary, we
are prepared to announce full de-
tails of the pricing procedure that
each manufacturer (with the ex-
ception of those making the “ma-
jor items” listed aboves) will fol-
low within- 48 hours after V-E
Day.

We are anxious to do this in
order to eliminate as rapidly as
possible all: unnecessary: red tape
and needless regulation.

Our third job will be to get. rxd
of ‘controls as fast as possible, We
have always looked upon  price '
control as a stop-gap, a’stabilizing
wartime control to be dropped as
soon . as production brings supply -
‘and “demand " reasonably in ' bal-
ance. The last war, with its false
economic calm after  the - Arm-~
istice, followed by a.ruinous in-
flation and collapse, taught us the

danger . of moving ‘abruptly ‘and -

thoughtlessly. To maintan con-
trols needlessly even for a few
exfra -months ‘would be equally
mistaken,

The wartime lack of balance
between supply and demand made
price control  necessary. When
supply -and demand come back
into balance price controls  will
not be needed.  As soon as there is
no- further danger of price in-
creases in a particular commodity
field there will be no reason for
price ceilings in that field and we
will drop them.

The exact -timing ' will = vary
widely from item to item. But,
working ' with - Industry Advisory
Commitfees, we will watch each
field closely. We will rely heavik
on their recommendations as to
when controls can be safely re-
moved.

This is’ the program which we
are going to do our level best. to
carry through. Whether we will
be ‘able to do it or notf is another
matter. - It - depends ‘a good deal
on how the s1tuat10n shapes up
‘after V-E Day." Propheey is al-
ways - dangerous, and I have ‘no
desire whatever to set myself up
‘as a crystal gazer.’ But assuming

that the war ends this year, I - |

think we can afford a few guesses
about * what' may happen soon
after the end of the war.

Let’s'put the cards on the table
face up and look at them. Let me

 discuss ‘the outlook as we see it

with complete frankness. 5
Personally, I'm deeply worried
about the situation which seems
to me to-lie ahead. We've come
a long way successfully. I think
thus far we have a record of war-
time price control in which-all -
of-uscan ‘justly take pride. But
the real crisis lies ahead, during
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| - which- there-is a-chance that we
may lose ‘all"the ground: which

has :been won with such tedious
effort during the last two and one
‘half years of wartime ‘price-con-
-trol.

_Under the best of conditions/no
one .can -know for sure whether
we can-win through or not, Cer-
tainly- we can’t-hope to-win alone.
We're neither strongenough or
smart.enough. Unless business and
the general public-see clearly. the
issues that lie ahead and.give us
their full help and :support, we
are likely to face aninflationary
explosion:in gre'lter or Jesser de-
gree.

We are likely to pass through
three - periods - during the - year
after V-E Day. In the first:period
prices of foods and some  mate-
rials may-actually sag below their
ceilings. Business men, govern-
ment and-the- general public may
begin to relax. People may begin
1o feel that the inflation bugaboo
has been vastly overdrawn,

' Some " of our ablest people,
trained’ through difficult experi-
-ence in-the field of price control;
will begin to talk.of going home.
Qur problem during this critical
period is not going to be to: get
the bureaucrats out of ‘Washing-
ton, but to. keep ‘the good.ones
there to: do the job. We are al-
ready  beginning to. experience
personnel difficulties;  and' these
difficulties will obviously increase
.immediately after- V-E Day. It
will take a good deal of patriotism
and persuasion to keep the neces-
sary ‘working force together:

" In.this first period, there will

be continuing pressures for higher
prices on textiles and for higher
rentals. There will also-be strong
pressures. for-higher prices on.the
consumers’ .durable: goods, which
will be just: beginning  to -come
back on the market and for which
the demand will far-exceed the
supply.

.. Under the surface, in this initial

period, there will be 'a growing
danger -of -inventory..price. infla-
tion as ~manufacturers begin- to
compete for. scarce supplies;and

distributors begin to hedge against.

the  possibility of higher prices.
But, on -‘the whole, it will prob-
ably be a period of relative calm
on the -inflationary - front. . No
great dangers will be. apparent.
The price indices of the-Depart-
ment of .Labor may actually. go
down a hit:

The - second - period, begmnmg
from five to seven months after
the .defeat of Germany, is-likely
to be the -real period of “crisis.
It is in this period that the suc-
cess or failure of our efforts to
preserve the stability of our econ-
omy will be determined.

If, .in.: the 1mmed1ate perlod
after V-E Day, our pricing on tex-
tiles and .consumer durables, were
ineffective, the .prices of these

items would begin to tise. If we:

relax our general price standards,
or if ‘we yield to particular pres-
sure groups, other prices: would

begin gradually at first to follow|.

the leaders, Most pressure groups
are made - up of well-meaning
people with perhaps an ‘extra but
entirely human dose of  selfish-
ness.

Although they don’t mean|

to be unpatriotic, they are just as
dangerous .as though they were
Conscxously trying to blow up our
economic - system. We  will be
playing with economic dynamlte
during the ' coming months, and
too many people don’t realize that
dynamite explodes.

In the third peried, which may
come nine:to ten months after the
war. in .Germany, the success or.
failure of ~our: joint efforts will

‘become clear. If rising prices are

beginning to take charge there is
very little that we' could do. We
would - face a ‘period of soaring
prices .with wages chasing’ along
behind. .There will be a rapidly
growing. - inventory - competition
for .scarce supplies.. Black mar-
kets -would - flourish, ~and .small
producers or distributors: would
be squeezed tighter and tighter as
big buyers swamped the market
with. speculative orders, protect-
ing themselves against still higher
price inflation.

An_ inflationary boom of this
kind-would inevitably end in-col-
lapse—tied in very. likely with
the-end of the Japanese part of
the war.'Collapse would mean a
wiolent shrinking -of farm income,
a.rapid dropping off of corporate
profits, -widespread -unemploy-
ment,~wage-cuts and the shrink-
ing of our national income far be-
low what we are capable of pro-
ducing.

It “seems " very doubtful to me
whether our economic and social
system could ‘stand such a shock.
Certainly our returning soldiers,

our .industrial workers and our

farmers - would not wxllmgly ac-
eept it.

But if ‘we can keep our heads
through the critical second period
the success of ‘our efforts will be-
come obvious in the third period.
The general level of prices and

rents will become stable. Inven-|

lories will be building up in an
orderly manner. Peacetime pro-

duction will be growing steadily’

and surely.

In this third period under these
conditions, the removal of price
controls could be well under way.
We will begin to withdraw con-
trols from rents, food and perhaps
textiles.
our controls ‘on other commod-
ities. ‘We will be well along in the
tapering-off period.

To sum it up, a major crisis in
American -economic history -is in
the making. If we lose out in this
fight, ‘all of the wartime accom-
plishments on"the home front will

be forgotten in the chaotic condi-

tions which will result. We will
have kicked away at the last mo-
ment the chance of bringing our
economy  through the war on a
stable basis. The future of our
whole economy is at stake.
However, if"we win. this fight,

we will have laid down a solid:

basis - for post-war prosperity. If

we come through right side up,.

we have an opportunity to prove
that our free enterprise system is
capable of providing full produc-
tion and full employment for all
our people.. We shall be able to
provide jobs — good jobs — to
our returning servicemen; - {0
maintain farm markets and farm

We will be simplifying | .

income; and to. provide for .the
people of this country the abund-
ance which our modern American
economy ' is so fully  capable of
producing.

‘The period ahead is a critical
one. It will call for good judg-
ment, courage and economic"
statesmanship of a high order.
Working  together in the recon-
version period as we have in the
period of war, I'm confident we
can successfully meet the chal-
lenge. !

QOutlook For Ins. Stocks .
Huff, Geyer & Hecht, 67 Wall
Street, New York City, in the cur-
rent issue of their “News Re=
view,”
of the outlook for insurance stocks
and- interesting ‘suggestions as ‘to"
investor action in these stocks.
Copies of the “News Review” and
a comprehensive study of Stand-
ard Accident Insurance Company

| may be had from the firm upon .

request.

Portfolio Changes

Ira Haupt & Co., 111 Broadway,
New York City, members of the:
New York Stock Exchange and
other leading exchanges, have
prepared an interesting tabulation
of purchases and additions, and
sales and reductions, in the port-
folio of The Lehman Corporation.
Copies of this tabulation may beA
had upon request from Ira Haupt
& Co.

—

Qctober 18, 1944

. HARRIMAN RIPLEY & CO.

- SMITH, BARNEY & CO.

This announcement is not an offer to sell or a solicitation of an offer to buy these securities.
Y The offering is made only by the Prospectus.

$180,000, 000

Commomvcalth Edison Company

(of which $155,00¢,000 are to be publicly offered)

 First Mortgage 3% Bonds, Sertes L

Dated August 1, 1944

Due February 1, 1977

Price 104*%4% and accrued interest

The Prospectus may be obtoined in any State in which this announcement is circulated from only such of the m;dcrszgncd

and other dealers as may lawfully offer these securities in such siate.

HALSEY, STUART & CO.

INCORPORATED

HARRIS, HALL & COMPANY

(INCORPORATED)

- GOLDMAN, SACHS & CO.

MELLON SECURITIES CORPORATION

ALEX. EROWHN & SONS

STONE & WEBSTER AND BLODGET -

INCORPORATED

THE FIRST BOSTON CORPORATICHN
LEE HIGGINSON CORPORATION

KIDDER, -PEABODY & CO.

A. G. BECKER & CO.

INCORPORATED

CLARK, DODGE & CO.

e,

F. S. MOSELEY & CO.

CENTRAL REPUBLIC COMPANY

(INCORPORATED)

HORNBLOWER & WEEKS

UN ION SECURITIES CORPORATION

GLORE, FORGAN & CO.
BLYTH & CO., INC.

LEHMAN BROTHERS
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- The Bank's Bond Portfolio

(Continued from page 1682)

{ially threatens our surplus funds,
we can resolve many of our bond
problems. We can do this by
adopting a policy based “on the
relationship of the bonds to the
financial * structure and deposit
experience of our bank,

. This  declining ~ margin, of
course, reflects the expansmn of
mvestments in line with rising
deposits. As this trend continues,
it becomes increasingly 1mportant
{6 minimize fluctuations in the in-
vestment account, to dispose of all
visk assets and to shorten matur-
ities wherever possible.

. What, it anything, has the aver-
age bankers done to meet. this
; 'mtuatlon"

The . over-all ﬁgures of our
bhanking structure as well as those
published by individual banks in-
dicate that the . average banker
has ‘taken all the necessary pre-
cautions and in most cases has
- secured adequate protection
against’ the possibility of a rise
in interest rates and a consequent
declme in bond prices.

“The first step on the part of the

banks to meet this situation was
to substantxally reduce ’ invest-
wments in- corporate and mumclpal
obhdatxons in" order that “they
mlc'ht be in"aposition to under-
take the responsibilities associ-
ated with the financing of- the
vast requirements of total war.
n addition to' ‘direct purchases,
banks have been the leaders in
the sale of War Savings Bonds
and’ other government securities
to investors. That this war effort
has been successful is now be-
vond dispute: At some future date
the labor and sacrifices made by
individual ‘- bankers throughout
the nation to assure the success of
this program probably will re-
ceive ithe  general - recognition
wwhich it deserves.

The second step which the

“bankers took to accommodate this,

increase in investments without
undue- risk 'was to substantially
shorten the average maturity of
these investments.

The “U. S. Treasury Bulletin
publishes monthly all the various
issues of government bonds held
by over 6,200 commercial banks,
*“T'his survey accounts for approx-
imately 95% of the amount of
such securities owned by all banks
which are members of the FDIC.
In December, 1941, this published
report showed .
banks held  $20.  billions - par
amount of government bonds with
an average maturity of 98 months.
‘The figures of December; 1943,
show an increase in the par value
{o $55 Dbillions. It is important
to note that the average maturity
had been reduced to 66 months
between these two dates. If the
higher: coupon partially exempt
bonds held on the date of the
iatest report are figured to their
respective call dates and the tax-
ablebonds to their actual maturity,
this average would be reduced to
56 months or less than five years.
. *These figures would seem to offer
excellent testlmony as to how the
. -average. banker  is. meeting this
problem.

All students of economics are
naturally concerned about the
huge increase in commercial bank
deposits as well as government
' debt, but they also recognize that

we have a job to do and that this
job can be done on a sound basis.
Some analysts accustomed to ap-
praising the strength of our banks
by rule-of-thumb ratios tend to
view -this 'expansion of deposits
and investiments with some degree
of alarmi These critics often give
Jittle or:no weight to the dramatic
change  in the character of the
banks’ assets in recent years. It
is important to remember in this
connection that in 1930 the com-
smercial banks held loans, dis-
counts and corporate and munic-
ipal bonds, all of which were pri-
. marily risk assets, in the amount
" of $44 billions. At the same time
cash and U. S. Government obli~

that reporting |-

or 23Y%  of total resources. As of
Dec. 31, 1943, in a banking struc-
ture with resources 80% larger,
the same risk assets aggregated
only $25 billions and cash and
government bonds - amounted to
$86 Dillions. The cash and gov-
ernment bonds at.the latter date
were equal to 77% ‘of total com-
mercial bank resources. Many of
these -same commentators are
prone to ignore the fact that the
character of the assets in our
banking  structure is of far more
importance than the rat?o of de-
p051ts to capital, p

It is axiomatic that investment
risks are of two kinds — those of
a credit nature. and. 'those- con-
nected with a possible change in
interest rates.

Government but there may- be
some risk of temporary deprecia-
tion even in government bonds if
interest rates should change sud-
denly and dramatically. The meas-
urement  of. the- ability to. with-
stand "this “potential risk ' is en-
tirely a matter  of “mathematics
and .every banker can make; his
own - calculations. There is no
reason why a conservative banker
should be unduly -apprehensive if
his bond account has been set up
in accordance with sound and ac-
cepted principles, which provide
for :a. margin of :-safety against
temporary fluctuations due:to a
possible change in existing yields.
The question of the. probable
trend . of -interest rates after the
war cannot be answered with any
degree of certainty. Interest con-
trols now in effect have fune-
tioned relatively well in recent
years, but we are dealing with
economic- forces of such. vast
magnitude that no economist can
offer convincing proof of a future
pattern. While many current bank
statements give the appearance ot
an investment trust, we are in
general investing demand de-
posits, and we are not essentially
long term investors nor can we
consider that all of our invest-
ments are permanent. Therefore,
for the purpose of bank invest-
ment, the conservative procedure
is to assume that -interest rates
may move upward some time.in
the future, even though we may
rot have come to a-conclusion
that a change is imminent or even
likely. )
Post-War Planning
. Before we can decide how
many bonds and what kind of
bonds a bank should own, the
conservative procedure is to make
a - complete examination  of our
post-war prospects. Some banks
assuredly face a post-war adjust-
ment different only in degree
from that which confronts the
average American industrial cor-
poration. While' it seems reason-
able to believe that.the expansion
of deposits prior to the outbreak
of the war were well distributed
and absorbed, it is also logical to

expect ‘a shift of some of the de-,

posits received subsequent to that
date. These excess or temporary
deposits may consist of War Loan
accounts,. accrued corporate and
individual taxes, deposits nor-
mally. in inventory or deposits
awaiting the resumption of manu-
facture of -automobiles, refrigera-
tors, .electrical. appliances, farm
equipment, etc. These excess de-
posits appear in many cities and
towns,. but are more apparent in
so-called war centers where there
has been an influx of workers and
a large increase in production.
Where this situation exists the
conservative course is to estimate

-the minimum level of total de-

posits after the cessation of all
hostilities. This can be an arbi-
trary total based on a date such
as Dec. 31, 1941, or it can be ar-
rived at by a careful study of each
account. After a total has been
agreed upon this can be incorpor-
ated in a hypothetical balance
sheet in order to determine the
amount of funds available for

Obviously. there is|©f deposits.

no question as to the credit of the]

-bank’s current deposits are $8,-

000,000 and the normal level is
estimated at $5,500,000 the latest
balance sheet adjusted to reflect
this estimate might appear some-
what as follows:

fOOO omitted)

U. S. Government bonds (assumed) $3,000.| .
400/ drop to ‘the $5,500,000  estimated

Other - investments 6-30-44
Loans and discounts 6-30-44
Bldg., R. E., Furn., & Fix, 6-30-44. " 100

Total invested assets...

Cash (assumesd 20% of deposits)__ 1,100

$6,100

Capital
Surplus
Undivided profits

Deposits (assumed)

“ Total . $6,100

Obivously ‘the officials of the
bank are the only ones in a posi-
tion to.estimate the normal level
Generally speaking.
we could make an allowance in
our calculations for 20% in cash
at the low point of deposits, al-
though part of this amount might
be invested in bills or certificates
in some cases. ‘The purpose of this
hypothetical balance: sheet is to
determine the maximum total in-
vested assets that can conserva-
tively be carried on a permanent
basis. These calculations in usual
cases need be made only once and
in the case cited above, the maxi-
mum’ figure would be $5,000,000.
For purposes of discussion I am
inclined to call these “longer term
invested assets,” although it is
recognized that many of these as-
sets are neither fixed nor long-
term. However, this total would
remain fixed as long as the ‘esti-
mate of normal deposits remains
unchanged, although some adjust-
ments within the total would be
required as total loans and . dis-
counts change. For instance, if
loans should increase, the longer
term governments would be corre-
spondingly reduced to ‘maintain
this total of longer term invested
assets at $5,000,000. The 20% cash
requirement includes some addi-
tional margin over Treserve re-
quirements to -cover the con-
tingency of increasing loans
after deposits have declined to the
estimated normal and at a time
when it might be inadvisable to
sell longer bonds.

Once this formula has been
adopted, the day to day operation
would only involve consideration
of all excess deposits. If current
deposits are $8,000,000 or $2,500,~
000 above the estimated post-war
level, all excess deposits under
this plan would be invested in
short securities. Thus it is simply
necessary to determine how much

-to-carry in bills, certificates and

cash, since all of the excess de-
posits over $5,000,000 would be
held in one of these media. Cash
requirements are determined, of
course, by reserve requirements,
till money and deposits with other
banks. Both the bills and certif-
icates might be staggered as to
maturity. :

What this all boxls down to is
this: After the formula has been
developed, the only real problem
is to determine the amount of cash
required for reserves and sundry
purposes. All remaining funds are

invested'in” bills -and -certificates

as long as total “longer term in-
vested assets” aggregate $5,000,000.
Thus it is not necessary to calcu-
late both pnmary and secondary
reserves, since the. established
policy automatically provides sec-
ondary reserves in either bills or
certificates. A .collateral advan-

‘tage of this type of planning per-

mits full investment of all avail-
able funds without undue risk and
with ample liquidity.

If deposits at the present time
aggregate $8,000,000 the -current
statement would appear somewhat
as follows:

(000 omitted)

Total “longer term invest. assets' $5,060
Rills and certificates. 2,400
*Cash (157 ‘for primary reserve).. 1,200

$300

200

100

~Z 8,000

$8,600

*Would - vary depending on sizz: of time

gep?{sns and reserve classification of the
ank.

Should deposits

Capital ____
Surplus
Undivided
Deposits

subsequently

normal, bills  and  certificates

.| would be liquidated, leaving $1,-

100,000 cash and bills, or 20% of
the then total deposits. This post-
war plan will offer a pattern as to
the ~amount of bills, certificates
and bonds which can be conserva-
tively carried .in the investment
account.

The Permanent Bond Account

. The next test which can be ap-
plied is to determine the kind of
bonds ' to. . be .included.-in this
longer term phase of this pattern,
In adopting a policy for this part
of the bond.account each bank
must be considered as an individ-
ual problem, and as individual
problems .they requitre indi-
vidual treatment. It is not possi-
ble  to say.that all banks can
safely purchase some longer term
bonds,- although many banks are
undoubtedly in a position to do so.
Each banker can: determine this
for himself by -an analysis of his
own figures.. The first step in a
conservative planis: to relate the
net sound surplus and undivided
profits - to ‘'the amount of bonds
indicated by the- post-war plan,
The problem has then been re-
solved into two known factors
from which we can figure a mar-
gin of safety. In the hypothetical
illustration which appears above,
the amount of bonds in the per-
manent bond account — $3,000,000
would be related to surplus funds
of $300,000, or-a margin of 10%.
If this $3,000,000. of bonds had au
average maturity of six years, av-
erage . interest rates could move
upward by more than 134% be-
fore the value would depreciate
to the extent of the available mar-
gin of 10%. By making similar
calculations and by allowing for a
reasonable change in interest rates
an average maturity can be es-
tablished to provide the desired
protection.  The average maturity
finally ' selected might be three
years, or it might be ten years, but
in each case itishould fit the in-
dividual circumstances and would
not be based on any individual’s
guess as to the future movement
of bond prices. This approach to
the problem of maturity is not
based on any conviction that in-
terest rates will change, but rather
on an assumption that we do not
know.

Wlth respect to that portlon of
the investment account which has
been developed by the Post-War
Plan and ‘which 1is considered
more permanent in nature, a sep-
arate policy can be adopted. Many
students of the bond problem now
seem to agree that the so-called
staggered ‘or rotating maturity
plan will produce the best results
If we concede that the total aver-
age maturity of the so-called per-
manent account should be con-
trolled on the basis of the rela-
tionship of investments to avail-
-able surplus funds, then the op-
eration of the account by means
of a -staggered maturity seems
quite logical. A staggered matur-
ity, running from two to ten years
with an average maturity of .six
years will initially produce ap-
proximately the same income of a
straight six-year maturity. -~ This
is also approximately true of any
average we might select. Further
advantages of the staggered ma-
turity plan are the increasing in-
come provided as bonds are ro-
tated and the inclusion of short

maturities available for hqulda-
tion if the decline in deposits or
an increase in loans exceeds pre-

o | vious estimates.

If the analysis of an individual
bank: indicated that an average
maturity of six years would pro-
vide the desirable margin of safe-

permanent account could then be
invested: in somewhat -equal’
amounts, -using’' maturities ranging -
from two years to ten years. The'
initial ‘yields for taxable bonds in -
this area would range from 1% -
for the shortest' maturity to 2%
for' the longest: bond, producing’
an average yield of approximately
1.60%. ‘As each of the early ma-.
turities is sold or paid off, the
proceeds could be invested in an-
other ten-year bond. If we as-
sume for the purpose of this dis--
cussion that current interest rates’
remain unchanged, then each year"
for ten years an issue producing
a yield less than 2% would be re-
placed by a 2% bond. This means
that income ‘from the entire fund’
would - gradually increase each’
year up-to the point where the
entire fund was yielding 2%. This
would - represent ‘an increase of
25% in income, but. it would be:
accomplished ~without any in- -
crease in the average maturity or-
risk. If by any chance interest
yields should increase some time.
in the future, it is probably rea-’
sonable to assume that this change.
would  be - gradual and would be,
effected over a period of time, In:
this -connection . it “is interesting :
to note that it is theoretically pos--
sible to operate a staggered bond
account through a cycle of grad-.
ually ascending yields without ex-:
periencing even temporary depre-’
ciation. For instance, the ten-year.
bond is now roughly selling on a-

2% basis. . The yield on.a five-.
year bond is approximately 112 %.
Five years hence the 2% ten-year
bond will then be due in five
years.  Thus in a gradually as-
cending yield curve the five-year
rate could change, over- a ‘five-
year period, from 1%% to 2%
without causing any depreciation
to the original owner of the ten-
year bond.

It is a fact that a policy of stag-
gered maturities maintained’ year
after year provides for reinvest-
ment in the longest maturity and,
therefore, at the highest, rather
than: at the average, yield avail~
able for a particular portfolio.

The market  for Government
bonds has been resolved into a
very definite pattern thh yields
rising progresswely from 3g of 1%
on bills, 7% of 1% on one-year

' Certificates of Indebtedness and

approximately 2% on the, ten-
year bonds, This progressive in-
crease in rate from the short term
to- the medium term bonds has
been well standardized with the
result that switching operations
for the purpose of profits offer
little real recompense,

The important problems for any
bank to determine in connection
with their Government bond in- |
vestments are first, the area in
which the investment is to be made
and second, whether to purchase |
fully taxable bonds or partially :
tax exempt bonds. If the area has :
been - determined by an analysis |
of the risks that can be assumed, |
maturities can be easily selected
from the broad list of Govern-
ment bonds that are now avail-
able, The question of fully tax-
able bonds vs. partially tax exempt
can only be determined by an |
analysjs of the bank’s earnings |
and tax liability and a compari- }
son of existing yields after taxes. :

It may not be practical to in-
stall -a staggered -maturity  pro-
gram immediately, but the control
of maturities in relation to our
capital funds may be very impor-
tant. We cannot afford to vacil-
late in policy; we cannot afford
to jeopardize the stability of our
principal. asset by . shifting from
short term to long {erm bonds.
No—there is still :a .serious. job to
be done. This job is a part of the
war- effort and it inust be .done
on a sound basis. -The over-all
figures of our banking structure
clearly indicate that the job -is

being done properly. Let each
banker continue this effort so that
we can help to provide the sta-
bility that is essential as the coun-
try moves into. a period of posts |

gations totalled only $14 billions| more permanent investment. If a  Total 88,600 %ty, the amount available for the war adjustments.

}
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‘Britain Confident Of Financial And
- Industrial Leadership: Catto
. Governor Of The Bank Of England Tells London
- Bankers' And Merchants It Will Be His Duty And His

~ Endeavor To Help That Leadership

Lord Catto, recently elected Governor of the Bank of England, in
~.a brief address at the Lord Mayor’s Luncheon in London, Oct. 5, re-
" viewed the financial situation that will face Great Britain after the
- war; and although expressing the belief that ‘“recovery will not beé
 easy,” stated that he was “full of quiet confidence.”

“Tt is perhaps permissible, without undue optimism,” began Lord

" “Catto, “to look
forward & ;.
- little; and' I
. should  there-
fore fike .to
““say a word or
two about the
situation that
will face us at
;the end of
« hostilities. I
am frequently 4
asked whether 2%
< this country %4
,“can ‘regain its
old financial- §
o and industrial
“leadership.
“Well, I am full
! of quiet con- ‘
T I
flc}%?cels ‘true Lord Catto
" that our national debt is likely to
" be about three {imes as much-as
* it was at the end of the last war.
It is true also that part consists
of obligations to overseas: coun-
iries of an important amount. All
- that is a heavy burden. But the
productive capacity of the coun-
- ‘try and therefore the nationa} in-
* come have also very substantially
+increased since the end Qf the last
war. ;

“Recovery will not be easy; it
- will ‘require much effort, much
restraint ~and, 1o use historic
words of our great Prime Min-
jster, much ‘toil and sweat’ to
make full use of our productive
capacity. However great the ef-
. fort, it will have ils compensa-
tions for if guided aright it \Ylll
assist the full employment policy
to which the Government is com-
mitted and with which we are all
“‘in such ardent sympathy. But
" recovery = will need something
morve; it will need a resurgence of
that individual initiative, that re-
sourcefulness, and that spirit pt
adventure which in war and. in
peace have ever of old contributed
to our country’s prosperity and to
its greainess.

“In that respect the City of Lon-
. don must be given lead and play

.z major part. I do not need vo
tell you that her position in worl'd
commerce and . in. finaace is
unique—and I would ask you to
note I say ‘is’ and not ‘was’ And
that comes not from wealth; not
from stocks of gold or foreign in-
vestments—for we. have less of
these than we ‘had! But rather
from something more -lasting;
something - that even ‘war caanot
. destroy or take from us, and that
, is, the City of London’s genera-
. tions: of accumulated experience,
. the integrity of her institutions,
: and her reputation for fair deal-
. ing. That is a precious heritage!
- It is still intact, in spite of war
and in - spite. of . destroyed an_d
damaged buildings.- - And it/is this
heritage that will inspire leader-
. ship of the city of London in pro-
. viding ' financial sinews so that
- “the vast manufacturing output of
. our country and the unsurpassed
- technical skill of our people may
“be given full scope.

: “It will be my" duty, and my
- ‘endeavor, ‘to -help tht leader~
* ship, and I know' I will receive
in_full measure that help, that
-guidance,- and that support from
the financial .and commercial
community of the city of London
~which as a new and untried gov-
ernor - I will sorely need and
.- which, if I may say so, I have a
" right to expect, 'For I have taken'
~on my new work in no spirit of
' _ambition but.with humble daty' to
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serve the country at this difficult
and anxious time.

“But, I am asked, even if we
are able to carry internally our
national debt, how -about our ex-
ternal obligations? ~Well, next to
our distinguished Chancellor of
the Exchequer, to whose great
speech we have just listened with
so much interest and instruction,
I suppose I-know as much about
these debts as anyone. They are
large and they have special diffi-
culties of their own in .regard to
their liquidation. But let me say
at once, these debts/ do not fill
me with dismay; although I would
not like to contemplate what they
might have been but for that fi-
nancial miracle ‘Lend-Lease’ and
the most generous war contribu-
tions of Canada. Many countries
may well end the war with na-
tional debts proportionately as
large - as we ‘have, but no other
nation has an external financial
problem of anything like the
magnitude of ours. It ‘arises
through our heavy overseas ex-
penditure in the long weary war
years and our: inability in that
period to counterbalance that ex-
penditure' by exports in any con-
siderable volume; for we have de-
voted our whole resources, with-
out counting the cost, to the single
task of winning the war. In a
word, what we have done is to
use in advance a substantial part
of - our post-war capacity. Our
problem therefore will be to ex-~

port in sufficient volume to en-

able us to pay for our current
essential imports—of raw mate-
rials and food—to maintain the
standards of living of our people
and to have some surplus towards
the gradual and orderly liquida-
tion of our external obligations.
It is indeed a serious problem.
But there is this consoling thought
that it is 'not our. problem only;
it concerns just as much the cred-
itor countries; in fact, it is a
world problem. ' For, plainly, the
extent to which we can import
world products is dependent upon
that gradual and orderly liquida-
tion of which I have spoken. - Ob-
viously, if in the early years too
large a proportion of the value of
our exports and -services goes in
liquidation of these debts then
there will be that much less with
which we can buy the current
exports of creditor countries and
the rest of the world. And that
is serious for all, for we are a
very. important market! = In fact,
we are and are likely to continue
to  be  the  greatest importing
country . in- the world! - And,
therefore, . the. world’s best cus-
tomer!

“These are plan economic facts.
They - should be widely under-
stood; for on a full appreciation
of them will depend the solution
of the. problem of these external
obligations in the interests not
alone of this country but of the
creditor nations themselves and
the whole world.

“The ~ Chancellor - of the: Ex-
chequer has spoken of the feature
aim of government plans and pol-
icy; in particular that government
expects, and has a right to expect,
full cooperation  in these plans
and policies from the financial
and ‘industrial -leaders of the
country. . He has told us there
must be closer working between
the appropriate government de-
partments and business people so
that individual effort and initi-
ative may be best aligned in the
national interest. I am sure I can
speak for you all in promising
that closer working. I think the
financial history of the war, so

far as the city of London is con-

cerned, is evidence that I can give
that assurance without hesitation.

*As the Chancellor well knows, the

city has accepted without reserva-
tion all and every rule and regu-
lation - imposed. by government
and has loyally observed not only
the formal but every informal
indication of government policy.
But in giving that assurance I
venture to hope that closer work-
ing with government departments
will not involve too’ great delay
or curb that individual initiative,
that. . resourcefulness and - that
spirit of adventure of which I
have' spoken, and I am' sure the
Chancellor will agree with me.

“I have nearly finished and I
conclude on the same note of
quiet confidence with which I be-
gan, But I cannot end without
some. referencé to the glorious
but anxious days through which
we are passing, I have spoken
much of debts. But these sink
into insignificance when we think
of that'other form of debt—the
debt of gratitude—that we owe to
those who' are fighting for the
world’s liberty; to those who have
been wounded; and, above all, to
those  who have made the great
sacrifice and  to. their = stricken
families” at' home—in  particular.
to those in this ancient house of
great hospitality.”

Post-War Possibilities Of
Colombia And Venezuela

A survey of wartime business
and financial conditions in' Co-
lombia and Venezuela has been
published by the Chase National
Bank, Pine Street, corner of Nas-
sau, New York, N, Y. This study

includes an analysis of these coun-
tries’ trade relations with the
United States, and indicates the
post-war market possibilities that
should result from their pent-up
demands and accumulated buying
power, X )
Copies of this interesting sur-
vey may be had from the Chase
National Bank upon request.

Harry Spring Pariner
In Greene & Company

Harry B. Spring has joined the
over-the-counter house of Greene
& Co., 37 Wall Street, New York.
City, ‘as ‘a general partner. ¢
will head the
Research De-
partment, de-
veloping ' ‘and
analyzing spe-
cial situations
in the indus-
trial, utility
and = railroad
fields.

Mr,  Spring
was for a
number 'of
Yy ea'rs-in
charge of the
Arbitrage De-
partment - of
Wertheim &
Co.  He has
spent 18 years
in specialized
Wall Street
research; and has been responsible
for focusing interest on many at-
tractive situations,

Harry B, Spring

Ins. Sound Investment:
Insurance stocks offer a sound.

] stable type of security, acceptable

year in and year out, regardless
of depressions, . panics -or  lushe
times and bull markets, accord-
ing to'a memorandum issued. by
White & Company, .Mississippi
Valley Trust Building, St.” Louis,
Mo. Copies of this interesting
memorandum and a comparative
tabulation of 45 insurance stocks,
may be had from White & Com-
pany, upon request. .

Also available is a study o
Pickering ' Lumber  Corporatior,
which White & Company feels.of-
fers an attractive situation.

Judson & Co: To Admit '

Judson & Co., 60 Beaver Street,

New York City, will admit Car-
olyn W. Judson. to limited papt-
nership as of Nov. 1,

New Issue

L T

This announcement is not an offer of securilies for sale or a solicilalion of an offer lo buy securities,

 $7,000,000

- Twin City Rapid Transit Co.
4% Collateral Trust Bonds, Due 1964 .

Due Octobgr 1, 1964

 Price 101%%

plus accrued interest from October 1,1944 to the date of delivery

-

named therein) only by ‘persois to «whom the undersigned may legally
offer these .m'u_r‘;l)éf;/‘imm’vr applicable securilics laws.
S LBOL

rodan i

~ Dillon, Read & Co.

October 17, 1944

Copies. of the proipectus may be oblained from the undersigned (one-of the underwriters -
. rj -
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“Bretton Woods Plans Analyzed |

Recent Bulletin Points Out Both Merits And Defects Of The Interna-
tional Monetary Fund And International Bank And Concludes. That The
Effective Functioning Of Both Institutions - Will Depend On Their

Management

A Bulletin issued on October 13 by the Institute of Internationgl
Tinance of New York University, of which Dean John T, Madden is

director, de-
scribes and
analyzes the
Bretton
Woods Agree-
ments to- set
up an Interna-
tional * Mone-
tary Fund and
an Interna-
{ional Bank
for Recon-
struction and
Development.
~““The prob-
lems that con-
fronted the

delegates at

the Bretton
Woods Con-
{erence,” the
bulletin states,
“were numerous, and were com-
plicated by the divergent interests
of the various -countries and by
the intent of some countries wo
obtain the greatest possible aid
from the institutions to be estah-
lished, while limiting. their own
contributions to a minimum. Fur-
thermore, the delegates differed

Dean J. T. Madden

/widely in their concept of cur-

rency and the role of gold and sil-
ver. It is remarkable indeed that,
in view of the conflicting inter-
ests and ideas, an agreement has
been reached.

“The delegates gathered at
Bretton - Woods,” continues - the
bulletin, “have plotted a course to
a world economy that would be
more stable than that which has
prevailed ‘ since the First World
War. It is now up to the various

national legislatures. to - accept, |

modify, or reject the proposed
plan, bearing in mind the conse-
quences of ex¢hange control, com-
petitive currency depreciation, bi-
lateral-clearing and compensation
agreements, ‘import  quotas - and
other .international trade impedi-
ments employed in the 1930’s by
the various nations in the futile

attempt to .achieve and maintain.

individually a prosperous and bal-
anced national economy.”

In discussing currency stabiliza-
tion the bulletin states that the
process of currency stabilization
involves two distinct problems;
namely, balancing the interna-
tional ‘accounts and maintaining
sound fiscal conditions.

“This does not imply that the
international accounts must be
balanced each year or that a
budgetary  deficit in any fiscal
year immediately threatens the
stability of the currency. Interna-
tional accounts can be balanced by
contracting abroad short-term and
long-term loans and by the utili-
zation of gold and internationally

“acceptlable assets. The main ques-

tion is whether the international
position of the country is sound.
Budgetary deficits are likely to
undermine the stability of the cur-
rency only (1) when the deficits
are so large that they destroy the
confidence in the currency leading
to a flight of capital, or (2) the
large and  continuous. deficits are
met primarily by borrowing from
the central bank or the commer-
cial banks and thus increase the
volume of currency in circulation
and of bank deposits, *which in
turn usually cause a rise in com-
modity prices. ' If this price in-
crease is substantial, it soon has
an adverse effect on the foreign
irade of the country and thereby
on its balance of payments.

~“A country with a strong bal-
ance - of - payments position or
whose foreign trade constitutes
only a small fraction of its na-

fional volume of business could:

have ‘a prolonged budgetary def-
jeit without endangering the sta-
bility of its currency. Thus France

gitized for FRASER

tp://fraser.stlouisfed.org/

for a number of years prior to
1914 had a continued budgetary
deficit, yet-the French franc was
considered among the strong cur-
rencies of the world. ~Similarly
{he budgetary deficits - of = the
United ' States have been exceed-
ingly large since 1933, yet the dol-
lar has remained stabple and up to
1941 the United States attracted
large amounts of gold. The Bret-
ton Woods Conference did not
concern itself with -the fiscal po-
sition of individual countries.  lts
main object was to meet the bal-
ance-of-payments problem that
will confront a number of coun-
tries and to set up the machinery
that in its opinion would be in
a position to cope with the prob-
lem effectively.”

The bulletin continued with an
explanatory summary of the
Articles of Agreement and the fol-
lowing discussion of the positive
and negative features ' of ' the
Agreement:

The International Monetary Fund

~ Positive: 1. The Fund sets up
machinery ‘to promote interna-
tional monetary - cooperation, fa-
cilitate the expansion of interna-
tional ‘trade, promote exchange
stability and avoid competitive
currency . depreciation, = remove
gradually - foreign - exchange  re-
strictions, and prevent the use of
{oreign-exchange control as an in-
strument for achieving economic
and " political objectives.

. 2. It supplies to member coun-
tries foreign exchange in limited
amounts to correct maladjust-
ments in the current accounts of
their balance of payments and
thereby relieves such countries of
the necessity to institute measures
destructive of national or interna-
tional prosperity.

3. While the success of an in-
ternational rmonetary agreement
depends basically on the foreign
trade policies .of *the -member
countries and on a stable interna-
tional political and economic or-~
der, and while, therefore; the
monetary conference should have
been preceded by an agreement
providing for a free flow of goods
between the countries; the Agree-
ment constitutes a very important
step. on the road to international
cooperation and the establishment
of the Fund would facilitate the
undertaking of other steps in eco-
nomic reconstruction of the world.

4, The commitment of each
member * is limited. Thus, the
quota of the United States is $2,-
750,000,000, of . which $687,500,000
would be in gold and $2.062,500,-
000 in dollar balances. , The Fund
is - authorized - to sell limited
amounts of dollars to members in
exchange for gold or ‘their own
currencies. Should the demand
for dollars exhaust. the balance,
the Fund can buy dollars for gold
or endeavor to borrow dollars. A
sale of dollars for gold does not
increase our commitment, and the
Treasury is under no obligation to
grant loans to the Fund or permit
it to borrow dollars from other
sources. The ' commitment is,
therefore, definitely . limited to
$2,750,000,000, Should a persistent
demand for the dollar cause the
Fund to declare formally the dol-
lar a scarce currency, the United
States would have the alternative
of lending dollars to the Fund or
being confronted with exchange
control in dollar transactions in-
stituted by some countries. The
situation would be not much dif-
ferent from that in the 1930’s. ex-
cept that, if we should decide to
grant a Joan. our claim would be
ngainst the resonrces of the Fund

instead.of individual borrowers.. -

5. The assumption that the re-
sources ‘of the Fund will soon
after commencement of operations
cousist of “sick” currencies. is not
correct. Many members have sub-
stantial gold and dollar balances
at their disposal. This applies not
merely to Latin "American and
British Empire countries but also

.to. some western European na-

tions. With one or two exceptions
the  impoverished . and  destitute
countries have small quotas, hence
small borrowing power.

6. The system of charges, pay-:

able in gold and varying hoth with
the amount and the duration of

.the accommodation to be imposecd.

on . members buying with their
own currencies foreign exchange
from the Fund, and the.loss ol
votes by the buying (borrowing)
countries to' the members: whose
currencies — are - purchased, " are
likely to discourage members from
abusing’ the: Fund’s facilities. . It
may be assumed that members
will resort to the Fund for rela-

tively small amounts and for short:

periods and only after all other

means to rectify the deficit in the

balance of payments: have beei:
employed. ;

7. Members have the right to
withdraw at' any time. without
penalty. AR

8. The influence cf the United
States in the management-of-the
Fund ‘will be very great and the
T'und - will ‘actually be dominatec:
by five countries contributing the
largest quotas. g

9. It provides a meeting place
for the exchange of views among
financial leaders of the member
countries. ;

.Negative: 1. The provisions con-
cerning changes of the par values
of members’
liberal. The Fund is directed not
to refuse a requested change; i.e.,
depreciation, necessary to correct
a fundamental disequilibrium; in
particular, “it shall not object to a
proposed change because of the
domestic social or political policies
of ‘the member proposing the
change.” Thus a country may de-
preciate its currency  for practi-
cally any reason.

2. The stipulated limitations and
conditions of member borrowings
of foreign exchange from the Fund
may be waived by the Fund at
its discretion.  Such a waiver may
be made especially -in the case of
countries that have a record of
avoiding large or continuous use
of the Fund’s resources, or have
periodic . or exceptional needs of
foreign exchange, or are willing
to pledge acceptable collateral.

3. There is no provision requir-
ing a member country to put its
financial house in order before it
is permitted  to utilize ‘the re-
sources of the Fund. The quota is
in effect an automatic line of
credit, which may not always
work to the best interests even
of the borrower.

4, The currencies paid in by the
members will differ greatly in
quality and some will not- be ac-
ceptable in international transac-
tions. As a result the quotas con-
tributed in good currencies would
constitute a larger share-of the
usable resources of the Fund than
that indicated by the ratios of the
quotas to the total initial capital.

5. The agreement does not stip-
ulate that the executive directors
shall be men of practical banking
and business experience. The suc-
cessful operation of the Fund will
depend to a considerable extent
on the quality of the' management.

6..The organization is needlessly
complicated and cumbersome; the
technical provisions are too com-
plex. This may impair the ef-
ficiency of the Fund’s operations.

The Internaticnal Bank for Re-
construction and Development
Positive: 1. The Bank will grant

or guarantee long-term foreign-

currency loans to member- coun-
tries unable to borrow on their
own credit standing or obtain such
loans on reasonable terms for
specific-approved productive proj-

currencies - are too.

ects, including restoration of econ-
omies destroyed. or . disrupted by
war,. . .., i :

2. The operations of the Bank
may lead to a revival of the in-
ternational capital ‘market and
thereby increase: international
trade in capital goods. .. .

‘3. The commitment of every
member is limited. The maximum
loss the United States may suffer
is $3,175,000,000, o

4, Since for some time after the
war only a few. countries, and
notably the United States, will be
able’ to make long-term foreign
loans, .the risk inherent in such
loans will. be spread among the
members according to their capi-
tal subscriptions instead: of the
creditor country assuming = the
whole risk. g

Negative: 1. The credit risks as-
sumed by the Bank will be great;
since the weakest countries wili
be its ‘principal debtors. As the
same - countries . will also avail,
themselves to the limit of the fa-=
-cilities: of the International Mone-
tary “Fund, they most probably
will find it difficult to meet serv-
ice 'in ‘foreign exchange on the
loans obtained from or guaranteed
by the Bank. f

2. The guaranty is not entirely
satisfactory. since it will be given
by the Bank and not by the mem-
ber countries. Each’ security. guar-
anteed or issued by the Bank must
bear on-its face a-statement to the
clfect that it is'mot an obligation
of any government unless ex-
.pressly - stated - on - the security.
Thus in case of default the in-
vestor “will have a claim only
against the Bank which will be
able to meet its obligation if all
member countries make payments
on their.unpaid subscriptions as
called by the Bank. -

3. In the immediate post-war
years the bulk of the loans will
have to be placed in the United
States.. The International Mone-
tary Fund visualizes the possibil-

ity . that the dollar may become |

searce. The Bank may, therefore,
have difficulties to meet its dollar
commitments.

4. The organization of the Bank
is unnecessarily complicated.

In conclusion the bulletin states:

The ‘iwo institutions proposed
by the Conference form an'in-
tegral unit- and supplement each
other in their respective aims. In
order to succeed, the Bretton
Woods Agreement will have to be
implemented by others dealing
with tariffs, export bounties, in-
tergovernmental debts, blocked

accounts, and protection of foreign’

investments.

2. The success of both institu-
tions will depend on the interna-
tional trade policies adhered: to
by the nations, If these policies
should be liberal and lead to an
increased exchange of goods-and
services among the countries of
the world, the Fund and the Bank
will have a chance of achieving
their aims. If,-on the other hand,
the nations, and particularly the
leading countries were:to adopt
trade-restrictive policies and. in-
stitute. measures seemingly bene-
ficial to themselves ‘but detri-
mental to others, as was.the casc
in the 1930’s neither” institution
will be able to function success-
fully. o

3. Both institutions must be con-
sidered only as a means to an end.
They cannot operate with any
chance of succeeding unless. po-
litical and economic stability pre-
vails throughout the world.

4, The successful operation. of
the two organizations will depend
on the fiscal and credit measures
adopted by individual countries.
A fiscal and credit policy result-
ing in continuous budgetary def-
icits and inflationary price move-
ments is bound to cause financial
chaos. ) -

5. The effective functioning of
both institutions will depend to a
large extent on the type of man-
agement. If the boards of execu-

“tive directors are made up of men
‘experienced in international trade

Chicago Exchange Plan

: | ) u
On Offerings Effective
The - Securities  and ' Exchange
Commission announced on Sept.
21 that it had ' declared effective
an amended plan of the Chicago
Stock Exchange relating to special
offerings. In making this known
the Commission said: ,
“The special offering plan has
been ‘amended (1) to suspend, a
special offering.as long as an of-
fer exists “regular way’ at a price
which would permit a purchase
at ‘a.lower net cost than in the
special offering, and (2) to pro-
vide that 'a member or member
firm- with an order for. the pur-
chase of a security which-is the
subject of a special offering shall

-effect such spurchase in-the regu-

lar -market’ whenever a ‘regular

way” offering is available which

‘would permit- such purchase at a
lower net cost than in the special
offering; and . further. providing
that .every . order for purchase in
a special 'offering shall be  ac-
cepted pursuant to this condition.
“The first- amendment changes
the provision whereby - a special
offering was suspended upon the
existence 'of any lower ‘“regular
way” offering ' even  though " the
net - cost to the customer  was
greater. The second amendment
changes' the provision which re-
quired that an attempt be made
to execute -specific -types of or-
ders in the regular way market
at a price ‘more advantageous to
the 'customer than-the special ¢f-
fering price.”
The. text of the Commission’s
action follows: 4
“The Securities and Exchange
Commission having previously de-
clared effective a plan for special
offerings filed pursuaat to Rule
X-10B-2 (d) by the Chicago Stock
Exchange; and the Chicago Stock
Exchange, on September 14, 1944,
having filed amendments to its
plan for such special offerings;

Coinmission having ~given due

“The Securities and Exchange

consideration to the special of-

fering plan of the Chicago Stock
Exchange, as- amended, and hav-
ing due regard for the public in-
terest and for the protection’of
investors, pursuant to the Secur-
ities Exchange Act of 1934, par-
ticularly Sections 10 (b) and 23
(a) thereof, and Rule X-10B-2
thereunder, hereby declares.the
amended special offering plan’of
the Chicago Stock Exchange 'as
filed on September 14, 1944, to be
effective, on condition that if:at
any time it appears to the Com-
mission necessary or appropriate
in" the public interest or for: the
protection of investors to do so,
the Commission may suspend ‘or
terminate the effectiveness of said
plan by sending at least ten days’
written notice to the Exchange.”

Mojud Hosiery Stock-

Gffered By A. 6. Becker |

An investment banking gr’oup.;

headed by A. G. Becker & Co.,
Inc.; offered Oct. 18 12,943 shares
of ($50 par) 5% cumulative pre-
ferred stock and 81,182 shares
($2.50 par), common stock of Mo-
jud Hosiery ' Co., Inc. (formerly
Mock, Judson & Voehringer Co.,

Inc.). The preferred: was priced. |

at $50 a share and the common

‘at $14.50 a share. The shares be-

ing. offered are qwned: by stock-
holders, so the company will re-
ceive none -of the proceeds from
the sale. ¢
Associated with A, G. Becker &
Co.; Inc.,  in "the offering .. are:
Glore, Forgan & Co., Hallgarten
& Co., Hornblower & Weeks, La-
denburg Thalmann Corn. Osear

Burnett & Co., and Kuhn, Loeb |

& Co.

and finance and conduct their
operations on sound business prin-
ciples, the chances of success will

be much better than if they c’q’ﬁ- ;

sist of poli_ti_c'ians or theoreticians. ¢
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The Securities Salesman’s Corner
el By JOHN DUTTON

'Handling An Objection

- What is' an objection? It-is both an EXCUSE for not doing
business and “an expression of the natural protective instinet of
every . individual that guards us against taking the suggestion :of
others whenever we_are not SURE OF OUR OWN GROUND. . This
protective instinct although a negative one, serves a ‘positive good
throughout every individual’s walk ‘through life. It is a sure sign
that the person who. raises an objection "is a thinking, careful
“individual. - Outside  of purely frivolous. cbjections, which can be
immediately - recognized: by any competent salesman, those objec-
tions which are based upon valid grounds are an immediate signal
that “he who is from Missouri” is INTERESTED but not yet CON-
VINCED, Ha
iy When it comes to selling securities, experience has shown that
no ‘investor exchanges his cash for a’security unless he first has
CONFIDENCE IN THE FIRM AND THE SALESMAN who presents
“it ‘?to him.' This does not mean that after a salesman 'has. obtained
“ this foundation of confidence that objections to particular. offerings
will not arise, But until that basis of trust, and respect of the client
inthe ability and integrity of his security dealer has been established,
most objections can be placed in one category. It usually is an indi-
cation that Mr. Investor is not yet:sold onyou, rather than your
offering, whenever he voices an objection to a‘particular security
oria certain point which you have made in your selling presentation,

" This is brought out by the fact that customers’ objections are
more prevalent during-interviews on new accounts. A recent ex-
perience related to us by a salesman who was conducting a systematic
campaign for new accounts is illustrative of the efficacy of . this
rsngil}:)éi of selling WHICH BUILDS CONFIDENCE FIRST and then

‘ The first interview with this investor who later developed into
a client, was made after he had replied to a double return card
offering -information regarding one of his holdings. A report was
mailed, then another. letter was sent 'to the prospect which further
clarified the report. The salesman called after these mailings and
“ had~a very favorable interview. No attempt was made to sell
another security or trade the investor out of his present holding.
A common meeting of the minds of; this salesman and the prospect
was established in this first interview and the door was open to
future calls. sl

So. far so good. The salesman had an idea of the type 'of
securities held, the ideas and opinions on investments shared ‘in

common with this investor; he had made a good first impression

-and was ready to call again. About two weeks after this first inter-
view the salesman telephoned the prospect and asked for an appoint-
- ment to discuss a special situation in which he believed the prospect
‘weuld be interested. He was cordially received and proceeded to
outline his reasons for suggesting the purchase of the security he
* was offering. All was in agreement until the prospect stated that
he believed that THIS WAS NOT THE RIGHT TIME TO BUY.
He brought up the-fact that one of his best friends who was a very
astute investor had just-told him that he expected a break:in the

market. That with the possible ending of the war in Europe and |

unfavorable political developments arising in this country it seemed
to’ him to be the wrong time to make any new commitments.
¢ Now this i3 not a new: objection — every-securities salesman
has heard it before. Sometimes this matter .of proper :timing is a
valid objection to the purchase of securities — at other times it is
orily an excuse not to take action. The salesman in this case sized
the situation up as follows: The objection was partially sound but
on the other hand he believed that since he had only known the
customer a little less than two weeks, that he still had a job to do
before- HIS PROSPECT WOULD FOLLOW HIS JUDGMENT BE-
FORE THAT OF ANOTHER. |
So this salesman went into the wobjection. He knew his ground,
he discussed the importance of proper timing in the purchase and
sale of securities — he did not evade.the objection or pass over it.
He used THIS OPPORTUNITY 'TO SHOW HIS CLIENT THAT
HIS FIRM WAS AS CAREFUL IN SELECTING THE PROPER
TIME TO OFFER SECURITIES. as they were in selecting the right

.securities to. present. to-their customers. He stood by his guns and |

he put it this way: “The reason I am suggesting that you purchase
this stock now, Mr. X, is that although no one can determine with
absolute accuracy the action of the entire market in the future, it
iz true in this case that if this stock should decline in a general
market movement downward, that I would be right back to see you
and SUGGEST THAT YOU BUY MORE. This is one security that
should it decline in price it would be a better purchase than:it is
today. But we do-not look for a general market decline and for
this reason-I am making this suggestion. - Instead of your purchasing:
200 shares today, let's give your friend the benefit of the .doubt.
Lét'’s play it safe, let’'s assume that he may be right and there may
be a 5 to 10% drop in the level of security prices within the next
few months - (which opinion I assert again does not agree with:our

calculations -and some the best market analysts and specialists.in|-
securities . field) ‘SO LET'S ONLY TAKE A HUNDRED|.
SHARES. This is what we in the securities business call HEDGING; [
It! is the procedure followed by eyvery astute investor that has made|.

the

a success of managing his portfolio. 'You have ene thing upon which

you can rely and that is the fact that our interest in your account |:

does not.stop with this particular purchase. In fact, ifjust selling
you this security and doing business with you ONCE were all that

mattered te my firm and to me, I frankly would not find this business |.

worthy of my {ime and effort. :

“Either we do know our business and you can follow our judg- |:

““ment in thi§ ease, or you, nor anyone else need not become a client
and customer. of our firm, isn’'t that so? In other words, here you

have an opportunity to make an investment, and either way you |
will be in a position to take advantage of whatever the future 'actlo'n :
of the market itself should indicate. If there is a price decline, this|.

security will de even a better purchase at 45 than at 50, so you can
then buy another hundred at 45.- However, should the price advance
(which in our opinion is.our.reason for advising that you make.this

investment today) then you will own a hundred shares at 50 and|
will not have missed an opportunity to acquire an undervalued.|.

. security at the right price, and AT THE RIGHT TIME.”

When this sensible approach-to the problem was convincingly
presented to the prospect, the sale was completed. Ordinarily it is
sound business to stress the fact that no security should be purchased

- upon ‘the basis of a“possible’ price rise-alone. - The salesman:in this!-
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. Municipal News & Notes

Although the City of Detroit is
prepared for some unemployment
and an increase in the welfare
load during theé reconversion pe-
riod, it by no means subscribes
to some of the estimates of the
problem . that ‘have been publi-
cized, F. M. McLaury," Deputy
City  Controller,’ asserted during
the course of an address made
last- week at a luncheon of the
Municipal Forum of New York.
.-At the present time, Mr, Mec-
Laury said, the city is probably
in the soundest financial posi-
tion of its history, a eircum-~
stance, - he.added, not entirely
the product of-the city’s conver-
sion from 2 peacetime industrial
. metropolis-to-a focal. point of
‘war preduction.

Detroit, as a matter of fact, had
reestablished -its . credit ' standing
before the war, a fact amply at-
tested by ‘the record of success-
ful debt refundings negotiated via
competitive bond sales prior to
our- entry into.the conflict.’

The success of these opera-

tions resulted from.the ener-

getic efforts and accomplish-
ments of municipal officials in
correcting the unsatisfactory fis-
cal conditions which contributed
“to'the financial and debt diffi-
cculties experienced in the early
thirties.

With respeet to post-war fi-
nancing, .City Controller -Mc-
Laury observed that the principal
problem will be the provision of
funds - for long-deferred mainte-
nance and necessary capital im-
provements. = As- the = Common
Council and- the Mayor are com-
mitted to a policy of eschewing
the issuance of more faith and
credit bonds, the emphasis is di-
rected to uncovering new revenue
sources’ with which to finance a
satisfactory capital program. Some
measures to that end are now
fariadvanced, the, City Controller
noted, adding that—

“Detroit. feels that giving due
weight to these factors and to
the fact that the annual debt
service charges and the total
debt are conservative percent-

ages of the total annual tax levy
and the total assessed valuation,
Detroit. bonds should maintain
their present high standing,”

Baltimore Issue Offered By
Halsey, Stuart Group

A group headed ' by Halsey,
Stuart & Co., Ine., and the First
National Bank of Chicago. yester-
day made public offering of a new
issue of $9,450,000 Baltimore, Md.,
bonds at ‘prices - to ‘yield from
0.60% to 1.45%, according to
maturity. The syndicate was
awarded the bonds in competitive
bidding on: Tuesday, paying a
price of 100.029 for various cou-
pon rates.

The - issue is divided as fol-
lows $6,550,000 114 % fifth water
bonds, due Aug. 15, 1960-1969;
$2,050,000. 215% schools, due
Aug. 15, 1947-1949, and $850,000
114% harbor bonds, maturing
on July 1 from 1947 to 1976y
inclusive. The bonds are un-
limited - tax obligations of the
City of Baltimore.

Harriman Ripley-Lehman
Group Offer $33 Million Of
Los Angeles Revenue Bonds

One of the largest pieces of
municipal financing in many
months came to market yesterday
when a nationwide group. of in-
vestment banking and dealer firms
managed by Harriman Ripley &
Co.; Inc.; and Lehman Bros., made
public offering of the new issue
of $33,000,000 Los Angeles, Calif.,
Department of Water and Power
electric plant revenue refunding
bonds. Aside from its size, the
issue "was additionally significant
in that the purpose of the loan is
to refund an equal amount of out-
standing ' electric . plant revenue
bonds which are not redeemable
until Dec; 1" and Dec. 15, 1945.

Municipal authorities evi~
dently reasoned that it would
be their advantage to provide

The - new issue of $33,000,000
consists of $21,000,000 second issue ¥
of 1944 bonds, maturing Oct. 1,
1948, through 1975, bearing inter-
est at 1% %, 134 %, 2%, 3%2% and
4%, priced to yield . from 0.90% °
to about 2.02%, and $12,000,000
third issue of 1944 bonds, bearing
rates ranging from 1%% to 4%,

‘'maturing Oct. 1, 1945-1978, and

offered by the syndicate at prices
to . yield ‘from 0.50% to about
2.02%.

- The Business
Man’s Bookshelf

Advance Listing of Industrial
Plants - and- Plant Sites To Be
Disposed of By Defense Plant
Cerporation—Listed by States—
Indexed by Size —Surplus War
Property = Division, of Defense
II;lagt Corporation, Washington 25,

Economic Status of the New
York Metropolitan Region in 1944,

‘The — Regional Plan Association,

Inc., 205 East 42nd Street, New
York City—cloth. ;

Internaticnal Conciliation (Oc-
tober 1944) — Carnegie Endow-
ment for International Peace, 405
West 117th Street, New York 27,
N, Y.—paper—bc. per copy; 25c.
for one year’s subscription.

Post-War National Income, Its
Probable Magnitude — Joseph
Mayer — The ' Brookings - Institu-
tion, Washington 6, D.  C.—paper
—50¢.

New York Stock Exchange

for the redemption at this time
rather than to defer the matter

until a date closer to the re-
* demption period. '

case had to stress price. However, he also took the position of
making plain to the purchaser that the price angle alone, was not
the only basis for the recommendation. - From this point onward the
next step with this client lies in the performance of the security he
purchased.  If it advances the salesman is on sound ground — if it
declines likewise.

P. S.—Incidentally, Walter Whyte’s column published week}y.in
the “Chronicle” can be used at times to bolster the market opinion
of salesmen regarding timing — that is what this salesman also. did.
He mailed his new customer a clipping from the October 5th issue

Weekly Firm Changes

The New York Stock Exchange
has announced the following firm
changes: :

Transfer of the Exchange mem-
bership of Harry MacDonald to
Alan M. Mayer will be considered
on Oct. 26. Mr. Mayer, it is un-
derstood, will act as an individual °
floor broker.

Francis X. Griffin retired from
partnership in E. W, Clucas & Co.,
New York, on Oct. 18.

Norman Gunn, member of the

of the “Chronicle,” which in this instance agreed with the viewpoint
he expressed to this customer.

Exchange, died on Oct. 10.

The offering is made only by the Prospectus.

]

Mojud Hosiery Co.,

12,943 Shares 5% Cumulative Preferr
($50 Par Value)

Price $50 per share
(Plus accrued dividend from October 1, 1944)

AND

($2.50 Par Value)
Price $14.50 per share

‘ The Prospectus may be obtained from the undersi

Becker & Co

Incorporated

‘A.G.

Octoler 13, 1944, AR

This advertisement s neither an offer to sell nor a solicitation of an offer to buy any of these securities,

(Formerly Mock, Judson, Voehringer Company, Inc.)

81,182 Shares Common Stock

gned.

Inc.

ed Stock j

*
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How Can American Enterprise -
Finance Post-War Requirements? |

(Continued from page 1685) ;

~<."Thursday, October, 19,°1944 .

e t it OfEconomic POlicy PRODUCTS “CORPORATION. %

_(Continued froxﬁ page 1684)

R The Board of Directors has-declared a regular
decisions that will " be - taken | committee reserves

quarterly dividend of 50¢ per share on the out-
standing Common_ Stock, payable on November «

‘the. Tight of

been made,, American industry
will have on’ hand more" than $20
billions in working capital. Thisis
a very considerable sum. I-am also
told that there are $20 billions in
currency .in circulation outside of
the banks and that the bulk of
this is 'in people’s pockets. In
short, we are richer than ever be-
fore in terms of .money. On the
other side of the balance sheet
“stands the stark figure of a debt
. which ‘may- .reach- $200- billions,
Now, 'if ‘it is true that the value
of our money and the value of the
promises called government bonds
must stand or tall together, then
we must ask ourselves -how:we
can service this debt and at the
same time maintain the value of
the dollar. o i T
I am neither an-economist nor
a financial- expert, but it seems

to me that the answer to this issue

is relatively simple. - The key
word is “Production.” - If Amer-
jean industry. does have $20 bil-
lions in working capital; and .1vf
there is a reservoir.of savings in
the country -of more than $30 bil-
lions; and if the American people
are carrying $20 billions in. their
pockets, there ought not to be any
serious- difficulty with’ the over-
all post-war financing picture.
The next bagic assumption 1s
that the debt cannot be repudi-
nted,” Furthermore, we  will ~all
agree that it is not likely to be
settled by a capital levy-for the
obvious reason that a $200 billion
dollar debt is just about equal. to
the value of all the productive
equipment in the United States.
. 'Therefore, the debt must be serv-
- jced out of income by means of
taxation. But the sum which the
government can take annually in
faxes is-directly -dependent upon
the profits of enterprise. If there
are no profits there will be noth-
ing to-tax. ;
The prospécts for post-war pro-
duction are almost fantastic, For
the first time ‘in our history we
veally know America’s capaglty to
produce.. - All previous estimates
tell far short' of the facts, We
~have created and developed the
greatest productive machine that
- the world has ever known.. . Ap-
parently we have both the capital,
ibe labor, and the management
essential to run it; THE THING
THAT APPEARS TO BE LACK-
ING IS A PRACTICAL MEANS
OR AGENCY FOR MOBILIZING
AND MAKING ~AVAILABLE
“THE RISK CAPITAL WHICH IS
ESSENTIAL TO A DYNAMIC
ECONOMY. The = cormmercial
banking system, despite its fran-
chise to create deposits, is not
designed to provide venture cap-
ital. By'its very nature and be-
chuse of the rigid restrictions
jmposed by examining authori-
ties, commercial banking cannot
operate in this field. Investment
banking was unable to assemble
{ke huge sums required for war
production. There is as yet mno
indication that it is prepared to
invite the savings of the country
to participate in the kind of risks
which must be carried if we are
to have full employment.
~Thus far there are two classes
of industry for which risk capital
jis assured: the well-established,
large scale, pre-war enterprise,
with a proven record of earnings.
Typical of this group are such cor-
porations as General Motors and
General Electric. In this classi-
ficalion there are said to be about
200 corporations which enjoy the
use of a very large percentage of
the available capital resources.
Anothei classificntion is so-called
small business which now. enjoys
the favors of thoughtful attention
on. the 'part  of the government.
Just ‘what. constitutes small busi~

" ness has never, been determined,

‘but: there . is. evidence: that the

~unfounded

may be cared for by a government

‘agency " or. by - private  banking?

pools. - THE - CLASSIFICATION
WHICH AS YET HAS'NO HELP,
IN PROSPECT COMPRISES
THOSE INDUSTRIES .~ WHICH
WERE BORN  OUT OF THE
WAR, -OR:- WHICH EXPANDED
RAPIDLY DURING THE.WAR,

\MANY OF WHICH MUST .SUR-~

VIVE IF WE:' ARE.TO HAVE
THE.* VOLUME OF EMPLOY-
MENT _ESSENTIAL . TO. OUR
PEACE AND PROSPERITY.

‘Whenever I say anything about
this subject, the criticism straight-
way appears that I am primarily
concerned with financing my own
interests. - Such comment . goes
hand in hand with the statement
that I have never done anything
without government funds.. It is
time-to get the record straight on
these points and, this may be. the
best place to do it.. ey

Long before any war contracts
were . let, we had sponsored and
completed nearly a quarter of a
billion in construction contracts.
If we were to write off at zero the
billions "in" war contracts and
abandon every war plant, ship-
yard and facility, we would still
be in business in five major lines
of enterprise in which not one
dollar of government money' has
been ‘invested. These interests
include: a compensation insurance
company which does a volume of
business second ' to one only on
the Pacitic' Coast; a cement busi-
ness, which operates the largest
single cement mill in the world;
a sand and gravel business with
as modern an-installation as can
be built,” with - proven' reserves
adequate to last many years, and
15 kindred plants; a construction
pusiness .with a long record. of
experience in virtually every type
of heavy construction.” All of
these enterprises. were in. exis-
tence long before the war and we
are confident that they will con-
tinue to expand and develop in
the peace period. As I stated,
they were and are not only
financed without government aid,
but they are altogether competi-
tive in. their respective fields.

The ‘statement that the con-
struction business is financed by
government . money is misleading
almost to the point of absurdity.
To be sure, heavy construction
depends in a considerable measure
on public works, local, State and
Federal, but since all such under-
takings call for competitive ‘bid-
ding, the construction business is
one -of the most competitive and
most hazardous in the entire field
of enterprise. It is easier to go
broke in the construction business
than almost any other and the fact
that the contracts are with a gov-
ernmental agency gives no assur-
ance 'whatever that' they will be
profitable. - Efficiency, organiza-
tion,  cost consciousness and  all
similar factors must be present in
a high degree. I trust you will
pardon the digression, but I can
no longer be handicapped by the
criticism.  that my
hopes for the future are based on
self-interest.

My concern about = post-war
financing stems entirely from the
conviction that if we fail to have
full employment, we will not only
face a form of national bank-
ruptey, but a social upheaval in
which the American, democratic
form of government might well
be swept away. Employment. is
the sole factor of safety in our
post-war economy. It is my pur-
pose -to continue the search for
employment opportunities and to
exploit them as fully: as. possible.
‘Therefore,.I ask you to.-take ‘my:
Jpersonal-interests out~of-the- pie-
ture” ‘when” you' tackle’ this™ vital®
question as to-how industry can
finance full- emvoloyment:. =

within - thé -next few weeks and
months. - They -affect ‘all. Amer-
icans. . These- United States-have
been - built ‘upon the- twin prin-
ciples of political liberty and eco-
nomic opportunity. Millions of
workers have ‘come-here' seeking
independence and liberty.  They
have sought to make their homes
in ‘a land where their -children
would have the right and the op-
portunity- to- strive for economic
advancement. ' -+ ek
-:We are all deeply committed to
striving by all “means  in our
power to organize 'our economic
life so: that everyone shall find
opportunity for - productive em-
ployment. Much more is involved
in this than simply gaining a live-
lihood. No society can long-sur-
vivé in which men and women do

‘not feel' that they -have a self-

respecting and-independent. func-
tion to perform in the community.
Everyone wants to be useful and
to earn the respect of his fellows.
It is of the utmost importance that
we should have the kind of society
that gives to all our people the
opportunity: for creative ' work,

That .is why we cling ‘to private

enterprise. as the principle -of our
economic life. Government assist-
ance and- relief is no substitute
for "an efficient- organization of
private industry. It -will not give
us the standard of living our
people want and deserve. And it

‘will ‘not give them independence

and economic freedom:.

‘It is for- such.reasons as these
that--the Committée on Interna-
tional Economic Policy has re-
cently been created. A represen-
tative ‘group of business men,
leaders in their respective com-

. munities,  have become associated

in an aitempt to put before the
public the necessity for attention
being -paid to the international
aspects of economic policy. We
live in a world that is becoming
more and more inlerdependent.
News . is ‘transmitted  almost - in-
stantaneously. Airplane ’ com-
munication brings us into close
neighborhood =~ with the whole
world.

The Committee on International
Economic  Policy has - therefore
called upon the services of men
who have spent a lifetime in the
study of these. questions. It has
organized an advisory committee
of economists under the “chair-
manship of Professor James T.
Shotwell of the Carnegie Endow-
ment for - International © Peace.
This advisory committee of econ-
omists has drawn up a program
of studies and has enlisted the
services of leading specialists in
preparing these studies. ~Our

mediary credit agency which will
make available risk capital. This
could follow the pattern of the
Federal Reserve system and be a
bankers’ bank, financed through
the investments of private bank-
ing institutions, or it could take
the pattern of the Reconstruction
Finance Corporation, which would
put the government permanently
in the banking business. I am
fully aware that such a sugges-
tion will arouse consternation and
dismay among THOSE WHO
THINK. , THAT WE CAN GO
BACK TO WHAT WE HAD AND
ENJOY FOR A BRIEF SPAN AN
UPSWING OF - THE BUSINESS
CYCLE:: To me, such thinking is
a pitiful denial of the essential
faets in this great social upheaval,
of which the war itself is only a
part. - Mankind has asserted a new
right as more basic and fundat
mental’ ‘than _any; namely, the
Tight to work. By one means of
another, we are going to have full.

employment. ‘If private, industry || i

publication; *but we- rely: upon
our ‘economic -advisers to formu-
late . the program of studies and
to choose the men most competent
to_carry them out. .. bule My
‘What we’ are engaged 'upon- Is
in fact ain-educational program.
We'are not concerned to push our
own ideas, We are concerned- to
make available .to ‘the ‘American
people the considered conclusions
of . those. whose long studies have
given them understanding and in-
sight into these questions, . -

‘Take the first 'document we |

have published, which is a report
of the whole of the advisory com-
mitteée of economists, representing
a;consensus of informed opinion.

This report, entitled “World Trade |

and Employment,” is: a‘ cogent
argument for-thé negotiation of a
multilateral agreement to.remove
obstructions to international trade
and to restore a framework within
which rprivate enterprise =may
work -effectively. * Many of you
have seen this .report. :The re-
sponse ‘we have received to it is
overwhelmingly favorable. " Quite
clearly *it ' has. commended " itsell
to responsible opinion throughout
the country as“a. practical and
feasible plan. of action. :

To my mind the report of the
economists is-based upon a.true
conception of .the functions of
government on the one hand and
husiness on the other hand. The
function of government in regard
10 international trade is to negoti-
ate . understandings .with other
governments - that. will create.the
orderly framework within which
individuals can work and trade to
their mutual advantage. What.is
proposed is - the = restoration..of
rational treatment and @ most-
favored-nation treatment and the
removal of those devices of eco-
nomic warfare . which strangled
international = trade before the
wayp. Thése are tasks of some
magnitude, calling - for : careful
analysis and skilful negotiation
and also for not a little construc-
tive imagination-in devising ways
and means by which peoples of
different political ~and economic
backgrounds may cooperate.

For instance, it.seems obvious
that the maintenance of peace in
the years to come will depend
largely ~upon our being. able te
work for pacific ends as we have
worked towards militarv objec-
tives with our great allies, the
British' Commonwealth and the
U. S.-S. R. We all realize that
this may not be easy. - There are
bound to be differences arising
from divergent interests and di-
vergent outlooks. But one method
of working out these differences
is in the course of business trans-
actions. Given goodwill and good.
faith on both sides there is-a suf-
ficient basis of mutual interest to
warrant the hope that ways and
means of cooperation can be

1944, The transfer books will not close.
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McGraw Electric:
~ Company . ||
... Dividend Notice ." - ||
" The Diréctors- of - McGraw” Elec-
tric Company. have. declared ‘a
quarterly : dividend "of 25¢ per
share, payable November 1, 1944,
to hold_nrs'of common stock, of
$1 par. value per. share, of record
October 21, )
Judson: Large, -
Secretary-Treasurer. - - -

fgiund.‘ ’}‘hése, and similar ques- -
tions; will be- ‘explored - by " the '
committee in its:future publica-

with every idea put forward by

our.main purpose is to stimulate:
responsible discussion - of ' these: ,
very real and important issues of .:
policy. SR

If our democracy is to function, -
we must have such discussion. We -

have a right, and we have a'duty,
to make our voices heard on ques=
tions that affect the livelihood and
freedom, and may affect the lives,

of our people.. Ameticans have
never - accepted , policies handed
down to, them from above. : They

have always demanded the right
to contribute " their ' individual -
share in the £ormi11ation of pol~icy.
This is a -Government of the
people, by the people, and for the
people. The Committee on Inter-
national Economic Policy is out
to pursue this democratic process
of putting forward for public de-
bate and acceptance ideas which
are vital to the future prosperity -
of our people and to the preser-
vation of our way of life,

Recent Developments In
Associated Gas & Electric
Amott, Baker & Co., Inc, 150
Broadway, ‘New York City, -have
prepared a detailed report on re-
cent developments ' affecting the
Associated Gas & ‘Electric reor- -
ganization now pending.: Copies of
this report, which discusses the
problem and the long-term view
of the situation, may be had from
Amott, Baker & Co. upon request.
Also available on request is ‘a
summary of the situation in Philip
Carey Manufacturing' Co. !

puts us in a

There are

alphabetically

) ‘Addressing

- Addressing Service

As publishers of “Security Dealers of North
America,” we have a metal stencil: for every
- firm and bank listed in our-publication, ‘which -

to-the-minute lst than you can obtain elsewhere,

. United States and 700. in Canada, all arranged

. Publishers or,_’fSccur'{ty h Qeale(s of North _A]neric[zf':
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approximately, 7,500 .names in the

by States and Cities,
charge $3.50. per.thousand, ;| ~ = ‘
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tions.. 'We may not always agree " °

the authors. of -our. papers;. but o
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that some of the causes of war
may . be removed and liberty-
Joving ‘nations may be ' made
strong to resist aggression.

It surely is not too soon to plan
If “the victory. is not
here, if we are unable to proph-
esy even as to the.European battle
whether the end is a matfer of
days or weeks or months, we do
know that victory will come,  We
know ‘that it will come, because

~ it ‘has been demonstrated that the

forces of democracy and liberty
have attained definite . military
superiority over the forces 'of
militarism, tyranny and aggr(,s—
nl()l’l

In attammg that superlorxty we
here in the United States—and
the same thing is true. in Great
Britain—have developed economic
powers—productive powers—that
have exceeded our:own expecta-
tions and even our own most en-
thusiastic prophecies. This is not
merely something 'to boast about.
It is a fact -that must affect our
whole economic future, and our
private and public’ planning ' as
well. :

It has been said:that we are

. devoling half of our whole na-

tional product-to war.  But that
hardly tells the story. It seems
to create a picture of self-denial;
of restriction of home consump-
tion, which has not in fact oc-
curred. With some allowance for
special “instances, we have .not
been called upon to deny our-
selves consumption goods. -In-

. -.stead,” what we have  done has

been approximately to double our
national production and to devote
the increase to war.. This great
production achievement has been
made possible by practically un-
limited = government orders for
goods, by production engineering
and management of the .very
highest order, by a great upsurge

- iof Amerlcan mventlve genius, by

an increase in hours and numbers
of persons employed,- and gener-
ally by a popular will' to build a
tremendous production record .in
support of our military forces.

1 think all of us will agree that
this great production momentum
and production potential and their
economic and social consequences
here in the United States are
among the extremely significant
and important facts with which
we shall deal in the new economy,

‘the new ftrade situation with

which we shall be faced—to a
very considerable extent after the
European victory and before the
victory over the Japanese, and to
an increasing extent thereafter. -~

There will be other striking and
even revolutionary factors in the
situation.. There is, for instance,
the great fleet of shlps constructed
in American yards to meet.the
war’s  transport mneeds, and the
men trained to operate them.

" .. There is the advance that has been

gained in air travel, under which
it has become commonplace to
make in a day. the journey that
used to take a week; and'in three
days or four the journey that used
to be an affair of months. Do you
not ' think -that this facility in
travel — this ' shrinking of the

. earth, as it is the custom to speak

of 1t—w111 make some difference
not only in the character of inter-
national transactions, but in their
volume? I feel sure ofit.

But another difference in the
economic. situation will, we may
suppose, be of transcending im-
portance for a time. That differ-
ence is in the lamentable ruin that
the enemies of civilization have

‘wreaked, east and west ,in their

invasion of peaceful lands. There
is an 'enormous. job of recon-

struction and supply to:be done.

A part of that iob will be the
function of UNRRA, the interna-
tional organization for ‘ broad-
scale relief, But probably a much
greater vart of it will become the

resoonsibility of the peonle of the
- countries which have been devas-

tated and will translate itself into
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a - greatly ‘enhanced . volume: of
international trade, “including a
heavy demand for American prod-
ucts, “if appropriate -means of
financing the demand. are found.
In the special situation that will
exist at the war’s ' end, foreign
markets may and should offer a
means of transition, of conversion
from - war @ production and war
supply to .a normal peace econ-
omy, Tt is certainly highly appro~
priate that we should seek ways
by.which - exports ‘will aid us in
the problem of conversion. Our
war supply program has been a
program of manufacturing for ex~
port—export of the. equipment for
victory ‘which happens also to be
the tools of destruction, It will
fit well into the picture if this
particular export program should
be tapered off in exports of the
tools "and - equipment for recon-
struction.
< But this does not mean that our
foreign trade can be a one-way
street and that our interest in it
is merely in‘getting rid of a sur-
plus of production and productive
capacity. . All of us know  how
deeply our imports as well as our
exports have been tied in to our
whole  economy..  We know that
the world’s interest is in a pros-
perous America which will be one
of the world’s best customers.
We need to buy more as well as
to sell more—in the long run to
buy more to be able to sell more.
Our own domestic “history " has
taught us.-that markets have no
fixed limits;’ that they are:ex-
panded by creating and satisfying
new wants and thus enhancing the
standard of living. “We know too

" that our best customers have been

those. with = the most  advanced
modern economies.-. We have a
solid interest in developing the
economies of the less  advanced
nations. ;

If I were to ask you if your
interest in a revived export trade
would stop with the era of re-
construction after this war, I think
I should get a very positive an-
swer, Probably no group in tae
nation has suffered a more violent
distortion of its busihess—distor-
tion may not be the right word—
than the foreign trader. Most of
vou who were engaged in foreign
trade and shipping' have simply
had to'find something 'else to do,
which in a very great many cases
has taken the form of service to
the government in its foreign
trading business or in some other
branch -of fighting ‘@ war. - You
will not be content,” I am sure,
with going back into the export
and import business again on a
temporary basis. ~And, indeed, I
think there is no 1eason why you
should.

The Treasury has 1eached cer—
tain conclusions on this matter of
foreign trade, conclusions which
are wholly consistent .with those
reached by other agencies of the
Government and by private busi-
ness, as revealed by a consensus
of expressions of business leaders

among which there doesn’t seem

to be a dissenting voice.

The Treasury’s main conclusion
has ‘been expressed in actions
already taken, It is most obvious
that that conclusion is.that it is
urgently desirable .that our for-

eign trade be not merely revived |

but very greatly expanded and
that to achieve that objéctive
many obstacles which now ham-
per foreign trade ought to be re-
moved—obstacles ereated by gov-
ernments in the past which have
been hobbles to free enterprise.

The Treasury has taken the lead
in proposing certain definite
measures for the protection and
encouragement of free enterprise
in the development of world-wide
trade, measures which will apply
to 'the- merchants and traders of
all lands aad will be the responsi-
bility of many free governments
acting together. The further con-
clusion has been reached that as
a matter of course war restric-

tions: on_trade. ought to be. re- |
moved at the earliest possihle mo-
ment consistent with the protec-
tion of our people,

The - conviction that perma-
nently “increased 'foreign “trade
will be good for this country and
for the countries.with ‘which it
trades; that it will tend to pro-
mote world wide - prosperity, is
not. the consequence of any new
theory, but rather: of observation
of events with which you as mer-
chants and bankers, exporters and
importers, are all famlllar You
know that a high volume of world
trade has accompanied prosperity
and - that - restrictions 'on - trade
such as high tariff barriers, trade
quotas, competitive depreciation
and currency restrictions which
have reduced trade have worked
economic  hardships on all na-
tions. The international economic

history - of the thirties -ought, it
seems to many, to be sufficient
evidence that the policy of chok-
ing ‘world trade through govern-
mental restrictions is the wrong
road 1o follow.

Secretary Morgentl hau’s specific
proposals ‘so - far advanced for
dealing with the situation are as
you all know embodied in the
agreements reached at the Bretton
Woods - conference at which he
presided.  ‘Those of you who at-
tend the Banking Session this af-

ternoon ‘will hear these projects

discussed by men who have been
-working directly on them, and are
much better qualified than I am
to talk about them

“Two points abbut the Bretton
Woods agreements, however, seem
to me . to be worth emphasizing.

Broker- Dealer Personnel Iiemé

If you contemplate makmg

additions to your personnel . *

please send in particulars to the Editor of The Fmanczal
Chronicle for publicdtion in this column. Ll

(8pecial to The Financial Chronicle)
* CHICAGO, ILL, — Emory . B.
Curtis has become associated with
E. H. Rollins . & Seons, Ine., 135
South La Salle Street. Mr. Emory
recently was with J.'S. Bache &
Co. Prior thereto he-was in the
service of the U..S. Government

and in the past was with Milbank
Corp. and Faroll Brothers L
o o

(Special to The Financial Chroniclé)

PORTLAND, ME.~ Myron' A
Conner.is with Coburn & Middle-
brook, 465 Congress Street. '

The first is that they are not pro-
posed as. a rounded program- for

.the future .or:'a cure-all for the |

ills'that in the past have afflicted
international’ trade. - They -are

‘meant instead to deal effectively

with two outstanding needs of the
post-war- situation, the, need for
mutual stabilization of currencies
and the need for international
loans for reconstruction and de-
velopment. The second and most
important point is that they repre-
sent agreements among the repre-
sentatives - of 44 nations ‘who
thereby. testify to their desire to
work together and to their faith

in international action as a means
of solving problems in the eco-
nomic -as well as the political
sphere.

We shall have need of coopera-
tion. After five years of blood
and suffering the mood of much
of the world is one of defeatism,
cynicism and despair. *We are in
danger even of being infected by
it here. "But never, ‘I think, has
‘America’s opportunity to, serve its
own future and to serve humanity
been greater than it will be at

this war’s end.

Because the world 'is sick to
death of wars, shall we say that
wars can not be prevented? . Be-
cause we have learned how ‘t&
produce in :abundance for' the
wants of man. shall we say that

‘a’ surplus’ of productive  ability’

must result'in unemployment’ and
want?

It doesn’t make sense. The in<
telligence and the courage that
are equal to beating.down . the
most powerful of aggressors can
surely serve to organize the world
against . future aggression. " The
genius that has solved the prob-
lems of production can surely
make abundance available for rc-
lieving the world of want.

We have the raw materials w1th‘
which to organize peace. We havé
the raw materials with which, tq
organize world prosperity. What
do we lack? Nothing, I believe,
but the quality that is variously
called courage, confidence, deter-
mination—the quality that chiefly
explains all that we have done—
the refusal to recognize defeat—
the spirit that is represented in
the two words that have been, as

much .as any; our national motto:
“Can do,”

N

GREAT NORTHERN RAILWAY COMPANY

NOTICE OF IMMEDIATE PAYMENT

Great Northern Railway Company has irrevocably directed The First National
- Bank- of the City of New York to publish appropriate notices calling for redemp-
tion all of the bonds outstanding in the hands of the public of the following issues:

GREAT NORTHERN RAILV&AY CoMPANY
F irst and Refunding Mortgage 4149, Gold Bonds, due July 1, 1961
On January 1, 1945, at 105% of principal amount

plus accrued interest to said date

|

GREAT NoRTHERN RAILWAY COMPANY

General Mortgage 49, Convertible Bonds, Series G and Series II

On January 1, 1945, at 101% of principal amount

The above G

St. Paul, Minnesota
October -3, 1944

due July 1, 1946

plus accrued interest to said date

GREAT NoRTHERN RAILWAY CoMPANY
- Collateral Trust 4% Bonds, due serially to January 1, 19:)2
On January 1, 1945, at 104% of principal amount

plus accrued interest to said date

EASTERN RAILWAY CoMPANY oF MINNESOTA

Northern Division First Mortgage 49, Bonds, due April 1, 1948
AssuMEp BY GREAT NoRTHERN RaiLway CoMPANY

On April 1, 1945, at 103% of principal amount

plus accrued mterest to said date

Holders of the above bonds may immediately obtain the full redemptlon pru:ff
thereof, mcludxpg accryed interest to the specified redemption dates, by surrender-
ing such bondg with all unmatured appurtenant coupons to The First Natlonal Bank

of the City’ of:New York at its office No. 2 Wall Street, New York 15, N, Y.

1 \Iortﬂage 49% Convertible Bonds, Series .G-and Series H will
continue to be convertible in accordance with their terms into Preferred Stock of
Great Northern Railway Company until and including said redemption date unless . -
paid prior thereto as above provided,

GREAT NORTIIERN RAILWAY COMPAXNY
By F.'J. GAVIN, President
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‘Galendar Of New Securily Flotations

OFFERINGS

COMMONWEALTH * EDISON CO.. has
filed a registration x».ta.t,ement for $180,000,-
000 first mortgage 3¢ bonds, series L, due
Feb. 1, 1977, of which $155,000,000 ' are
publicly offered. The offering will exclude
$25,000,000 of series L bonds to be isued,
without -~ interest adjustment . or under-
writing discounts or commissions, in ex-
change for $25,000,000 of first mortgage
3¢ bonds, series K, owned by 14 insurance
companies, Net pxoceeds will be applied
toward the redemption.of the entire $98,-
000,000 first mortgage 3% '4 bonds, series
7, due June 1, 1968, at 105% and 380 000,~
000 Public Service Co. of Northern Illinois
first mortgage bonds, 3%27 series due Oct.
1, 1968, at 105%. Additional funds re-
quhed will be supplied out of other funds
of the company. Filed Sept. 28, 1944. De-
tails in *“‘Chronicle,” Oct..5, 1944.

Offered—$155,000,000 bonds offered Oct.
18 at 104% and interest by a syndicate of
over 160 investment bankers headed by
Halsey, Stuart & Co., Inc.

MOJUD HOSIERY CO., INC,, has filed a
registration statement fox 12,943 shares of
5% cumulative preferred stock par $50,
and 81,182 shares of common stock, par
$2.50. The shares offered are issued -and
outstandmg and do not represent new
nuancmg Filed Sept. 29, 1944, Details
in ‘“‘Chronicle,”” Oct. 5, 1944,

Offered Oct. 18 by A. G. Becker & Co.
and associates, the preferred at $50 per
share plus dividend and the-common at
$14.50 per share.

THE OLIVER CORPORATION
changed from Oliver Farm Equipment Co.)
has filed a vregistration statement for
82,000 shares of 4%2% -cumulative con~
vertible preferred stock ($1C0.par). Hold-
ers of ‘common stock of record Oct. 13
are given the right to subscribe for ‘the
new stock at par ($100) at rate of ¢ne
new share for each eight common shares
held. Subscription warrants will . expire
3 p.m, on Oct. 25, 1944. The underwriters
will purchase any shares not subscribed for
by the stockholders. Company will apply
$1,505,625 of the net proceeds to the pay-
ment at 100% of all promissory notes pay-
able to banks -in the aggregate amount of
$1,500,000. Company expects that $4,500,-
000 of the proceeds will be used in.the

_improvement and modernization of its
plants, and the balance will be added to
working =~ capital. Underwriting  group
headed by Blyth & Co., Inc. Filed Sept.
23, 1944, Details in “Cluomcle . Sept 28,
1944

TWIN CITY RAPID TRANSIT CO. has
filed & registration statement for $7,000,000
4% collateral trust bonds, due Oct. 1, 1964.
Net proceeds will be applied towald Te-
demption of entire $10,888,600 outstandmg
first lien and refunding gold bonds, 5% ¢ %,
series A and series B, at 102%. The series
A-bonds are to .be ‘redeemed on. Dec. 1,
1944, and the series B bonds on Jan. 15,
1945, The additional amount required for
the redemption will be supplied to the
extent of $2,000,000 from a bank loan
evidenced by the company's 1% % and
215¢ serial notes and from other funds
of the company. Since June 30, 1944, the
company and its subsidiaries have pur-
chased $418,600 of its series A and series
B bonds at a cost exclusive of accrued
interest, of $424,123. Filed Sept, 26, 1944,
Details in “Chronicle,” Oct. 5, 1944,

Offered Oct. 17 at 101% by Dillon, Read
& Co,

VAN RAALTE COMPANY, INC,, has filed
a registration statement for 129.281 shares
~of common stock: (par $10). Holders of
common stock of record Oct. 16, 1944 are
given the right to subscribe to the 129,281
shares of common stock at $10 per share,
in the ratio of one additional share for
each share held. Subscription rights ex-
ercisable on and after Oct, 17, 1944, ex-
pire Nov, 14, 1944. If all of the common
shares offered are subscribed for it is
estimated . company will * veceive & net
amount of $1,262,810. The company will
use $1,110,210 of such proceeds to redeem,
on March 1, 1945, the 9,654 shares of its
7'% cumulative first preferred - stock at
$115 per share, and the balance of the
proceeds will be added to working capital,
In the event that proceeds from sale of
common stock offered to. stockholders are
insufficient to redeem the preferred stock,
the company will use its own treasury cash
to make up any deficiency. Not underwrit-
ten. Filed Sept. 27, 1944. Details  in
‘“‘Chronicle,” Oct. 5, 1944,

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, une
tess accelerated at the discretion of the
SEC,

THURSDAY, OCT, 19

FOREMOST DAIRIES, INC., has filed o
registration statement for 13,000 shares of
preferred stock, 6% cumulative, par $50,
and 75,000 shares of common, 20-cent par
value. -The shares are issued and out-
standing and the offering does not rep-
resent new financing. Allen & Co., New
York, head the list of underwriters, Price
to. the public is $50 per share for the pre-
terred stock and 87 per share for the
common, Filed SBept. 30, 1944, Details in
“Chronicle,” Oct. 5, 1944,

AETNA BALL BEARING MANUFACTUR-
ING CO. has filed a registration state-
ment for 30,375 shares of 5¢2 cumulative
. convertible preferred stock, par $20. The
. preferred stock is being offered to holders
of common stock of record Oct. 14, for
subscription at $20 per share on basis of
one share of preferred for each four shares
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of common.  Subscription ughts will expire
Oct, 30, 1944. Underwriters. will purchase
preferred stock not subscribed for by the
stockholders. Proceeds will be added to
working capifal. The . underwriters are
Bacon, Whipple & Co., and Rawson Lizars
& Co., Chicago, and Carlton M. Highie
Corp., Detroit. ~Filed Sept. 30, 1944, De-~
tails. in “Chronicle,” Oct. 5, 1944. -

MONDAY, OCT. 23

MOBILE GAS SERVICE CORP. has filed
a registration . statement for $1,400,000
first mortgage bonds, series due Oct. 1,
1964, 6,000 shares of cumulative preferred
stock, par $100, -and 100,000 - shares- of
common stock, par $7.50. = All three classes
of securities are to be offered for sale at
competitive bidding, with the successful
bidder naming the interest rate on the
bonds and the dividend rate onthe- pre-
ferred stock. The bonds and preferred
stock are being offered for the account of
the corporation, while the common stock is
being offered by Consolidated Electric &
Gas Co., parent, which owns all of the
common shares of company, except direc-
ors' qualifying shares. Company will ap-
ply the proceeds from salz of bonds and
preferred stock, estimated at not less than
$2,000,000, -together with general funds, to
the redemption of $1,400,000 of first mort-
gage bonds, 3% % series due 1961, at 104'2
and to the redempfion of 6,000 shares of
€% cumulative preferred stock at $110 per
share. Filed "Oct. 4, 1944. Details in
“Chronicle,” Oct. 12, 1944,

WEDNESDAY, OCT. 25

KIMBERLY-CLARK CORP. has filed a
registration statement for 4% % cumulative
preferrved stock, par $100, the number of
shares to be filed by amendment.  Corpo-
ration is making an offer to the holders
of its present preferred stock on the basis
of which each holder of present preferred
would receive one and a fraction shares of
new preferred for each share of present
preferred, with adjustment for dividends.
The full exchange basis will be.set forth
by amendment. Proceeds from sale of any
unexchanged stock to underwriters will be
used for the redemption of all the shares
of present. preferred stock not exchanged.
Lehman -~ Brothers, Wisconsin ' Co, and
Hallgarten & Co, are underwriters. Filed
Oct. 6, 1944. Details in *‘Chronicle,” Oct.
12,-1944,

KIMBERLY-CLARK CORP. has filed a
registration statement for 99,960 shares of
common stock (no par).  The 99,960 shares
of common are being offered for subscrip-
tion to the holders of its common stock
of reccrd Oct. 17 at the rate of one share
for each five shares of common held. Un-
subscribed ' shares will be. offered by the
underwriters to the public.  Proceeds will
be added to the general funds. of :the com-
pany. Lehman Brothers, the Wisconsin
Co. and Hallgarten & Co. are underwriters.
Filed Oct. 6, 1944, Details in * Chmmcle "
Oct. 12, 1944.

SILEX COMPANY hns filed a registra-
tion statement for 82,000 shares of com-
mon stock (no par).
and outstanding and “does not represent
new financing by, the. company. - Paine,
Webber; Jackson & Curtis, New York, head
the list of underwriters. Filed Oct. 6, 1944.
Details in “Chronicle,”” Oct. 12, 1944,

METROPOLITAN EDISON CO. has filed
o registration 'statement for $24,500,000
first mortgage bonds series due 1974 :md
125,000 shares cumulative. preferred stock
(mr $100). - The interest rate on the bonds
and the dividend rate on the preferred
stock will be filed by amendment. The
bonds and preferred stock will he offered
for sale pursuant to the Commission's com-
petitive bidding rule. Proceeds from  the
sale of the new bonds and preferred stock,
together with $9,049,900 to be  received
from NY PA NJ Utilties Co. and other
funds of the company to the extent re-
quired are to be,applied to the redemption
of the following securities: First mortgage
bonds, series D 4% %, $20,330,500, series E
4%, $4,684,000 and series G, 4%,. $11,710,~
900 and to the redemption of outstanding
$6 and $7 dividend prior preferred stock,
cumulative, -no par, and $5, $6 and §7
cumulative preferred stock, no par. Filed
Oct. 6, 1944. Details in “Chxomcle " Oct.
12, 1944.

SATURDAY, OCT. 28

KOPPERS CO. filed a registration state-
ment for $23,000,000 first mortgage bonds,
37, series due Oct. 1, 1964, and $11,400,~
C00. serial notes, issue of 1944. Following
the issuance and sale of the bonds and
notes, Koppers Co. ang its parent, Koppers
United Co., may be merged into Koppers
Co., Inc, a new corporation formed for
carrying out the merger, providing stock-
holders’ - approval  is  obtained. = Proceeds
from the contemplated financing will result
in the retirement of all existing funded
debt - of Koppers Co. and Koppers United
Co. and all of the-existing 200,000 shares
of preferred stock of Koppers Co. " Under~
writers are Mellon Securities Corp., A. C.
Allyn & Co., Inc., Baker, Watts & Co.,
Blyth. & Co., Inc., Alex. Brown & BSons,
Coffin. & Burr, Inc., First Boston Corp.,
Hallgarten & Co., Halsey, Stuart & Co.,
Inc,, Harriman Ripley & Co., Inc., Harris,
Hall & Co., Inc., Hayden, Miller & Co.,
Hemphill, Noyes & Co., Illinois Co. of Chi-
cago, W, C. Langley & Co., Lazard Freres
& Co., Moore, Leonard & Lynch, Reinholdt
& Gardner, E. H. Rollins & Sons, Inc.,
Binger, Deane & Schribner, Stifel, Nicolaus
& Co., Int,, Stein Bros, & Boyce, Stone &
Webster and Blodget, Inc., Union Securities
Corp., White, Weld & Co., and Whiting,
Weeks & Stubbs. Filed Oct. 9, 1944. De-
tails in “Chronicle,” Oct. 12, 1944,

KOPPERS €O., INC,, has filed a regis-
iration statement for 150,000 shares of
cumulative preferred stock and 200,000
shares of common. ' The dividend rate on

The "stock is issued |

7 the preferred will be filed by amendment:

‘Proceéeds will be applied to the retirement
of all of the existing :200,000 shares of
preferred stock of the .Koppers - Co. after
the merger and to pay off bank notes ag-
gregating $4,786,624 -of Koppers United: Co,

Underwriters same as above. Filed Oct. 9,

1944, Details in *“Chronicle,”” Oct.- 12, 1944.

: T‘IDE WATER POWER CO. has filed a
registration statement ‘for' $4,500,000 first
mortgage honds 3Yz% series due Nov. 1,
1974, and 10,000 shares of 5% preferred
stock, par $100. . Bonds and preferred
stock are to be offered. for sale at com-
petitive’ bidding. ~ Net proceeds estimated
to be approximately . $5,605,000, together
with such cash from the company’s general
funds as may be required, ‘will be used to
redeem $6,065,500 first mortgage 5¢% series
A bonds due Feb. 1, 1979. Filed Oct. 9,
1944, Details in '‘Chronicle,”- Oct. 12, 1944.

FEDERAL MACHINE & WELDER CO.
has filed a registration statement. for $2,-
000,000 15-year 5% sinking. fund deben-
tures - due Sept. 1, 1959. ' Proceeds for
working capital. Central Republic Co., Inc.
and Peltason, Tenenbaum. Co. are principal
underwriters. - Filed Oct. 9, 1944. ‘Details
in “Chronicle,” Oct. 12, 1944,

TUBIZE RAYON CORP. has filed a reg-
istration statement for 70,000 shares of
preferred stock (par $100). The dividend
rate “will be filed by amendment. Net
proceeds will be applied to the redemption
of -$2,450,600 3% % - sinking fund deben-
tures, due Nov, 1, 1956, and for redemption
of 18,395 shares of 7% preferred stock, par
$100, redeemable af $110 per share and
accrued dividends. Balance of net proceeds
will be added to working capital. Kidder,
Peabody & Co., and Union Securities Corp.
head - the list of underwriters. Filed Oct.
9, 1944. Details in “Chronicle,” Oct. 12,
1944.

HARRIS MANUFACTURING CO. has
filed a registration statement. for 60,000
shares of 74> cumulative convertible. class
A stock (par $5) and 120,000 shares of
class B (par $2) reserved for conversion.

Address—Stockton, Calif.

Business—Manufacturer of Ium equip-
ment and machinery.

Offering—The 77 cumulative convertible
class A stock will be offered at $5 per
share.

Proceeds—For working capital.

Underwriting — Nelson, Douglas & Co.
heads the list of underwriters.

Registration Statement No. 2-5503. Form
S-2. (10-9-44). " Statement orxgmally filed
at San Francisco.

SUNDAY, OCT. 29

UNITED STATES POTASH CO, has filed
a registration statement for 50,000 shares
of common stock (no par).  The shares
are issued and -outstanding . and do not
represent new financing.

Address—30 Rockefellel Ph,za., New York
City,. » H

Busmeqs—Engnged 1n prospectmg for,
mining, refining and distributing potassium
salts, !

Offering—Price to the public will be filed
by ‘amendment.

Proceeds—The proceeds will - go to the
selling stockholder. All of the 50,000 shares
registered are -now owned ‘beneficially by
and will. be purchased from Borax Con-
solidated, Ltd., which, prior to such sale,
owns beneficially 262,500 shares of common
stock of United States Potash Company.

Underwriting—The underwriters are Lee
Higginson -Corp, and Paine, Webber, Jack~
son & Curtis, 10,000 shares each; Blyth &
Co., Inc,, and Smith, Barney & Co., 8,000
shares each; Graham, Parsons & Co., 5,000
shares; Bosworth, “Chanute,  Loughridge &
Co., 4,000 shares; Willlam R. Staats Co.,
3,600 shares, and Newhard, Cook & Co.,
2,000 shares,

Registration Statement No. 2-5504. Form
$-2, (10-10-44).

PACIFIC GAS & ELECTRIC CO. has
filed a registration statement for $115,-
000,000 3% Tirst and refunding mortgage
bonds, series L, due June 1, 1974,

Address—San Francisco, Calif.

Business — Operating gas and electric
utility.

Offering—The offering price to the pub-
lic will be filed by amendment,

Proceeds—The proceeds - from the bond
sale, with other funds of the company, will
be used to retire on Jan. 1, 1945, the $115,~
756,000 series H 3%7% bonds at the call
price of 107%.

Underwriting—Blyth. & Co,, ‘Inc., head
the underwriting group, with others to be
named by amendment.

Registration Statement No. 2-5505. Form
S-1. (10-10-44),

MONDAY, OCT. 30

THE LIONEL CORP. has filed a regis-
tration statement for 52,714 shares of com-
mon stock (par $10).. The shares are
issued and outstanding and do not repre-
sent new financing.

Address—15 East 26th Street, New York,
N. Y.

Business—Manufacture and sale of model
electric trains, ete.,, and toys

Offerlnc-——Prlce to the public will be
filed by amendment.

Proceeds—The proceeds will go to the.

selling stockholders the largest of whom
is Mario  Caruso who has agreed to sell
25,040 shares. Other sales are by various
members of the Caruso family. Mr. Caruso
after 40 years of service has resigned as
of Nov. 1, 1944, as. secretary-treasurer,
director and works manager.

Underwriting—Theé principal underwrit-
ers are Granbery, Marache . & Lord,
Emanuel & Co., and- A. C, Allyn & Co.,
Inc., all of New York.

Registration Statement No., 2-5506. Form
S-1..(10-11-44).

BASSETIT FURNITURE INDUSTRIES,
INC,, has filed a registration statement for
12,000 shares of common stock (par $10).

S P T I l} « & & X '

The shares are-issued and outstanding. and
do not represent new finanecing,

Address—Bassetts, -Va, X

Business—Manufacture and. sale o{ fur-
niture.

Offering—Price fo the publlc is $26.50
per share.

‘Proceeds—Proceeds’ w:ll go to the selling
stackholders.

Underwriting—Scott;, Horner & Mason,
In¢.,, Lynchburg, Va., is pxmcipal under-
writer.

Registration: Statement No, 2-5507, Form
$-2..(10-11-44).

| WYANDOTTE WORSTED CO. has filed
a registration statement for 120,000 shares
of common stock (par $5). The shares are
issued' and outstanding ‘and do not rep-
resent new financing.
‘Address—Waterville, Maine.

Business — The ~company’s’ business ' is
normally the manufacture - of = worsted
fabrics.

Offering—Offering pnce to the public
will ‘be supplied by amendment, -

Underwriting—sShields & Co. heads the
group of unhderwriters.”’

Registration Statement No, 2-5508. Form
5-2. (10-11-44),"

< AMERICAN 'TOBACCO CO. has filed a
registration statement for - $100,000,000
25-year 3% debentures, due Oct. 15, 1969.
Address—111 Fifth Avenue, New York
City. .
Business—Manufacture and sale of cig-
arettes, smoking ~and chewlng tobaccos,
and: cigars.
. Proceeds—Proceeds from sale of the de~
bentures will be. applied to the extent re-
quired to payment of all short-term loans
from banks and balance will be added to
working capital.- The total bank loans as
of Oct. 16, 1944, are given as $15,000,000.
From 'its. working capital -as - augmented
the company expects to finance the pur-
chase of larger inventories of leaf tobaccos.
Underwriting—The underwriting group
which consists of 148 investments houses
is headed by Morgan Stanley & Co. with
$5,000,000.  Other underwriters of $1,060,~
€00 or more are Blyth & Co., Inc., $4,100,-
000;.Clark, Dodge & Co., $1,500,000; Dom-
inick' & Dominick, - 81,500,000; Drexel &
Co., $2,000,000; Eastman, Dillon & Co.,
$1,500,000; Estabrook & Co., $1,250,000;
First Boston Corp., $4,100,000; Glore, For-
gan & Co., $1,600,000; Goldman, Sachs'&
Co., $4,100,000; Harriman -Ripley & Co.,,
Inc., $4,100,000; ' Hemphill,” Noyes & Co.,
$1,500,000; -Hornblower & Weeks, $1,500,-
000; W. E. Hutton & Co., $1,500,000; Kid~
der, ' Peabody .& Co.,  $4,100,000; Lazard
Freres & Co., $2,650,000; Lee  Higginson
Corp., $2,650,000; Lehman  Brothers, 8$4,-
10C,006; Mellon Securities Corp., '$4,100,-
G00; Merrill “Lynch, = Pierce, Fenner &
Beane, $1,500,000; F. S. Moseley & Co., $2,~
65G,000; Paine, Webber, Jackson & -Curtis,
$1,000,000; E. H. Rollins & Sons, Inc,,
$1,250,000; Smith, Barney & Co., $4,100)«
000; - Stone & Webster and Blodget, Inc.,
$2,000,000; Union Securities Corp., $2,650,~
600;.White, Weld & Céd., $2,000,000.
Offering—Price to the public. will" be
filed by amendment. i
Registration Statement No. 2-5509. Form
A-2, (10-11-44),

TUESDAY, OCT. 31

MAJESTIC - RADIO - &  TELEVISION
CORP. has filed a registration statement
for 297,500 shares of common stock (par
one cent), Of the total 200,000 shares will
be sold by the company, 95,000 shares will
be issued to stockholders upon exercise of
options - and 2,500 shares will be sold by
another stockholder.

Address—3600 West 50th Street, Chicago.

Business — Manufacture of radio and
electronic equipment.

Offering—Price to the public will be sup-
plied by amendment,

‘Proceeds—Proceeds from sale by Majestic
will be used not in excess of $170,000 for
the purpose of calling -at $16 per share all
of the outstanding 26,016 shares (no par)
preferred - stock, - Holders of more  than
9,000 shares of preferred, including Brit-
ish Type Ipvestors, {inec., and Empire Amer-
ican Becurities Corp. have stated that such
stock will be converted into common stock
and not presented for redemption, and
company's statement said it is probable
that other holders of preferred will take
similar action.  Balance will be used to
record manufacture and sell phonographic
records and working capital. - Proceeds to
Majestic on sale of the 95,000 shares upon
exercise of options amounting to $112,499
will be added to working capital.

Underwriting—Kobbe, Gearhart & Co.,

Inc
Registration Statement No 2-5510. Form
S-1. (10-12-44).

HOTEL WALDORF-ASTORIA CORP. vot-
ing trust certificates under a voting trust
agreement dated as of July 1, 1943, have
been filed for 386,380 shares of - capital
stock.” "~

Address—Park Avenue and 50th Street,
New York City,

Business—Hotel,

Voting  Trustees—Voting trustees are
Duncan G. Harris, Arthur V, Davis and
John L. Weeks.,

Purpose—The certificates registered are
proposed to run for ten years from the
date of -the agreement, that is, to June
30, 1953.

Registration Statement No, 2-5511. Form
F-1. (10-12-44), .

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
wined or are unknown to us .

ALVA PUBLIC TERMINAL ELEVATOR

CO. has filed a registration statement for
$250,000" 10-yedr 672 subordinated sinking

fund - notes, “due 1954.” Proceeds will be
used for ‘the purchase of.the real estate. '
and the- construction - of a  one 'million:
bushel elevator, with a three million bushel
head house, * To be offered mainly to
people ‘in the Alva, Okla:, community who
are interested in construction of the grain
elevator, ~ Filed. Aug, 8, 1944.

CALIFORNIA OREGON POWER CO. ‘has
filed a registration statement for $13,500,~
000 first mortgage bonds series due Nov.
1,71974. ‘The bonds will be. offered for
sale at competitive bidding with the suc-
cessful  hidder fixing ‘the . interest  rate.
Company. will apply net.proceeds towards
the ‘redemption. of $13,500,000 first mort-
gage bonds,. 49 .series due 1966, at 195V
plus interest. Filed Sept. 28, 1944, Detmls
in “‘Chronicle,” Oct. 5, 1944.

CENTRAL NEW. YORK I'O“'ER CORP.
has filed a registration statement for $48,« -
000,600 general mortgage bonds, 3% series
due 1974. - The'bonds will be offered:for
sale’' under the Commission’s . competitive
bidding ‘rule, ' Net proceeds with ofher
funds-of the company or otheér borrowings
will be applied to the redemption.of out-
standing - $45,000,000 ~general . mortgage -
bonds, 334 %. series-due 1962, at 104, and
$5,000,000 general mortgage -bonds, 3% %
series due 1965, at 10472,  Filed Sept.: 29,
1944." Details in *‘Chronicle," Oct. 5, 1944.

CENTRAL VERMONT PUBLIC SERVICE
CORP, has {iled a registration statement
for 37,856 shares of 4Y4% dividend series
preferred stock, ($100 par), Company is
offering to holders of its 37,856 shares of
$6 dividend series preferred the opportunity
to exchange their stock on a share for
share ‘basis for the new 4%’ dividend
preferred stock, with a-cash payment and
accrued divxdends on the $6 prerened to
the date of exchange. The: cash: paynient
is equal to the difference betwen the initial
public offering price of the 4% % prefeired
stock and the redemption price of $107.50
per share of the $6 preferred. All shares of
$6 preferred stock not surrendered in -ex-
change will be called for redemption- at
$107.50 per share plus accrued dividends.
Any shares of 4%3 % preferred which stack=
holders do not take under the exchange
offer are to be sold to underwriters. Filed
Sept. 7, 1944. ' Details in "Chronlcle 4
Sept. 14, 1944.

Issue awarded” Oct. 16 to Blyth & Co,
Inc. and associates at 102.5 for any of ‘the
preferred not issued in. exchange. They
specified a 4.15% ‘dividend rate and com-
pensation of $1. 65 8 share for the group's
service in effecting the exchange. ;i

COASTAL TERMINALS, INC. has filed
& registration statement for 25,000 shares
of common stock (par $10), Proceeds will
be used for the acquisition of land, equip-
ment and for working capital,  Price to
public $10° per share.. Not-underwritfen.
Filed Sept. 20,1944, Detalls in ““Chronicle,”
Sept. 28, 1944,

EQUIPMENT TFINANCE CORP. filed a
registration statemenf, for 14,000 shares
4% cumulative series 2 preferred, par $100.
To be sold fo officers and employees' of
company and Curtiss Candy Co. and’ its
subsidiaries. Price §100 per share, Pro-
ceeds for acquisition of factory and ware-
house’ buildings - and ~additional- trucks.
Filed May 19, 1944, Details in “Chronicle,”
Mny 25,

THE I;LGE\!: FRrE\iAN C€O. has med
a registration statement for $300,000 trude
acceptances. Proceeds will be applied to
organization expenses, acquisition of motor
trucks, real estate,.buildings, machinery,
etc. . Filed Sept, .13, 1944, . Details’ in
“Chronicle,” Sept. 21, 1944, i

EXCESS INSURANCE CO, OF AMERICA
has filed a registration statement for 48,-
981 shares of capital stock (par $5).
Shares ars to be offered for subscription to
present stockholders - of record May .31,
1944, on a pro rata hasis at $8 per share.
Net proceeds will be added to company's®
capital and surplus funds. - Unsubscribed
shares will be sold to Lumbeérmens Mutual
Casualty Co. for investment, Filed May
233 1944, Details in “Chronicle,” June 8,
1944, v

FLORIDA POWER 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 trzasury to the cx-
tent required, are to be applied as follows:
Redemption of 28,762 shares 7% tcumula~
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,
$75,600, and expenses 880,000, total $5,~
031,270, Stock is to be offered for sale. by
the company pursuant to Commission's
competitive bidding Rule U-50, and hames
of underwriters will be filed by post-eitec-
tive amendment. The succesful hidder will
name the dividend rate on the stock.
Filed July 21, 1944, Details in “Chromcle,
July 27, 1944,

GERMANTOWN FIRE INSURANCE C€O.
has filed & registration statement for 50,-
000 shareg of common stock, $20 par, and
voting trust certificates for said stock.
Policyholders of Mutual Fire Insurance of
Germantown are o  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. Al 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,”
Juae 8, 1944. .
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- HANCHETT MANUFACTURING-CO. hay
filed a registration statement for $450,000
tirst - mortgage convertible 5'2%. bonds,
series . A; maturing: serially from 1945 to
1964, and 45,000 shares of common stock
’ (81 .'par). - The shares are reserved  for

© .issue. upon -conversion 'of ~$450,000 first
mortgage  convertible . bonds. - Underwritor
'is. P,’ W, ‘Brooks & Co., Inc... New York,

Proceeds will be applied to the reduction

of bank loans. Price range 101 for 1945

maturities to 99.5 for 1960-64 maturities.

Filed July 20, 1944, Details in *“Chronicle,”

July 27, 1944,

LINCOLN ~PARK -INDUSTRIES, A INC,,
has . filed - a . registration  statement for
250,000 6% ten-year debentures matur-
ing Nov, ‘1, 1954, " Debentures to be of-
fered directly by the company at par and
interest. Not -underwritten.. Proceeds for
additional working capital. Filed. Sept. 27,
1944, Details in *Chronicle,’" Oct. 5, 1944.

‘MONMOUTH PARK: JOCKEY CLUB has
 filed a registration:statement. for $1,600,-
000 10-year’ 6% 'cumulative income-deben-~
tures.and 230,000 shares of common stock,
one- cent par value, to he represented by
voting trust certificates. The offering price
to the public of the debentures is par, al-
though certain of the debentures are being
offered otherwise than:through an under-
writer -at' a price less than 100%. ' The
common stock, voting trust certificates, is
being offered at par. Upon completion of
the financing the  underwriter, Bond &
Goodwin, Inic., will be entitled to purchase
25,000 shares of common stock represented
by: veting trust certificates, at one .cent
per share, - Proceeds  will be use for con-
struction; Filed Sept. 23, 1944, Details
in . “*Chronicle,". Sept. 28, 1944,

‘THE MUTUAL TELEPHONE CO., HONO-
LULU, HAWAIIL, has filed a registration
statement. - for. 100,000 - shares (810 par)
capital ‘stock. " Stock: will- be" offered.. to
holders of .presently " outstanding' 500,000
- shaves .of  ¢apital stock at par on basis.of
one share for'each five held. Any stock.not
taken by stockholders will he sold .at pub-
lic auction. - Proceeds for working . capital
Filed Aug. 16, 1944, Details in “*Chronicle,”
Aug, 24,1944, r

“THE - OLD  STAR:DISTILLING. CORP.
.+ has filed a registration statement for 5,000
shares of $100 preferred stock; non-cumu-
lative and: non-participating. - Price ‘to
public will be $110 per share; proceeds. to
company $100. ' Proceds will be used for
construction of distillery, $250,000; working
cdpital, $250,000. ' No underwriter- named.
Filed Aug. 14, 1944, Detalls in . !‘Chronicle,”
Aug. 24,1944, k :

‘PHILADELPHIA . ELECTRIC , CO.' -has
filed & registration ‘statement’ for -$130,~
- 000,000 first and refunding ‘mortgage bonds
consisting of $65,000,000 2347, - series due
Nov. 1, 1967, and $65,000,000 235% - series
due Nov. 1, 1974, - Entire net proceeds to-
gether with treasury: cash or. cash aug-
meited by means of short term loans:will
bé used to redeem on or-about Dec. 1, 1944,
at 106 $130,000,000  first . and: refunding
mortgage bonds, 3'2‘ -series due ‘1967,
aggregating :$137.800.000.  The ' SEC : has
denjed - .the . company's : application . ‘to
exempt  it. from- the competitive bidding
requirements of Rule U-50. Filed Sept. 20,
1944, Details in “‘Chronicle,” Sept. 28, 1944.
:Bids for the purchase of the bonds will
e received at company’s office, 900 Sansom
St.,. Philadelphia 5, Pa., up to 1 p.m, EWT
Oct. 18. 14
Award—The bonds were awarded to a
syndicate headed by Mellon Securities
Corp. .and First- Boston  Corp., ' as. joint

managers, at a price 0f.99.44888 for $65,- |

000.000 - - series. of 1967, and price . of
©8.94888 . for the $65,000,000 maturing in
1974. It 15 expected that the bonds will
be offered. to. the public, tomorrow.(Oct. 20):

POTOMAC EDISON CO. has filed a reg-
istration statement for. $16,981,000 first
morigage and collateral.trust bonds, 3%4 %
series due 1974, Proceeds from sale, with
“additional funds of company; will be used
for the - redemption - of * $11,981,000: first
mortgage gold bonds, series E, 5%, at 105,
and, $5,000,000 first mortgage gold bonds,
series F, 4l2%, at 1072, in each case
plus acerued -interest,  -Bonds to be sold
at. competitive bidding. . Filed Sept. 22,
1944, Details in. “Chronicle,” Sept, 28,
1944, :

‘‘RESISTOFLEX CORP.-has filed a regis-
tration statement for 100,000 shares of
common stock (81.par). Proceeds for ad-
ditional ‘working capital. ' Price to-public
84 per.share. -. Herrick,  Waddell. & Co,,
-~ Inc., New York are. underwriters. = Filed
Sept.- 16, 1944, = Details in “Chronicle,”
Sept. 21,1944, " 4 )

'S .AND. W. FINE. FOODS, INC. has filed
a’ registration statement .for 75,000 shares
of common stock (par $10). 'Proceeds for
working capital which may  be used. for
plant . improvements and. .office and ware-
house expansion. = Blyth & Co., Inc. .are
underwriters. Price to public $16 per share.
Filed Sept. 28, 1944, .

VERTIENTES-CAMAGUEY - SUGAR' CO.
OF CUBA.—696,702 shares of common
stock ($6.50 par), U..S. currency. Of shrs
reglstered, 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-
verb 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
& Cgc,, . Inc, N. 'Y, principal underwriter,
Filed Mar 29, 1944, Detulls in “Ckronicle,”
Aapril 6, 1944,

itized for FRASER
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A Plan For Treating
. The National Debt

Lditor, “Commercial and Financial Chronicle”: :

Legislation by Congress for treatment of our national debt at
the end of war as a part of our post-war tax program is absolutely
necessary. - If treated in the same manner which all national govern-
ments have always treated skyrocketing national debts resulting from
costs of wars—and that has been haphazard reductions when and if

the annual receipts exceed annual

expenditures—we.are apt.to-lapse |

into the age-old practice of repu-
dialing or inflating the debts out
of ‘existence., On the other hand,
if legislation is designed, forcing
our Government to put.into prac-
tice the same orthodox methods of
accounting procedure and business
administration as practiced by our
large corporations, “inflation ' in
most- of -its varied forms can be
prevented, Bl W
. ‘What " move - would . likely . be
made by one of aur large corpora~
tions which, as a“result of pro-
longed' “expansion- in- ‘business,

found itself with a $300,000,000,000

debt, but after a let-down in ac=
tivity, resulting .in a washout of
its current assets and current lia-
bilities, found its cash position too
large for its annual turnover of
business? “Part of the cash’ would
be’ used “for“reducing the debt.
What would it do if its annual
turnover - of business was -large
enough to “allow-the creation of
additional - earned surplus every
year after reasonable dividends?
[t~would use: part ‘of the surplus

'to reduce its debt, either by an-

nual serial payments, or establish
a sinking fund for the same pur-
pose. ER :

How can our Government do
this—what-formula-can be used to
determine the cost of the war and
how much of the war debt should
be paid? ' Here is the formiula—
figures estimated:

. Billion
Nat..debt at the end of hostilities. $300
Debt at- the beginning of the war..' 40
Individual  savings. resulting .from

Government deficit spending: ...
Corporate savings i. ...
Reduction  of individual,

and municipal debt
Approximate . liquidating =~ value of

Gov. war-owned properties ’
Allowance “for . savings in normal

peace times. for-duration of war .10
*Lost property. values 30

*Represents  war property destroyed on
the ground, blown up in the air, or sunk
to the bottom of the ocean,

130
S S 2 A 25
corporate Ao
15
50

Equation
Cost of the war equals $300 hil-
lion minus' the sum of debt at
the start of the war, plus liquidat-
ing* value-‘of Government “war-
owned ‘property, plus normal
peacetime increase in savings for
duration of war, er the sum of in-
dividual' savings, plus corporate
savings, plus individual, corporate
and municipal reduction in debt,
plus lost  property values.: Cost
of ‘war- equals $300 -billion, minus
sum-of ($40 billicn, plus $50 bil-
lion, plus $10 billion) equals $200

 billion, or the sum of $130 billion,

plus. $25. billion, ‘plus; $15 billion,
plus. $30 billion, equals’ $200 -bil-
lion.

.How much  of this . war . cost
should be paid and: by whom?
Let's.say 75 % -or $150: billion, and
pass on $50 billion to unborn pos-
terity. - The living, while maybe
not' - deserving; - should - receive
some credit for planning for those
vet unborn—on . the theory that

* WESTERN UNION TELEGRAPH (0. has
filed a registration statement for $24,603,~
000 " convertible  debentures and an inde-
terminate number of shares of .class- A
stock to be available for' conversion, Sub-
seription warrants will be issued to present
holders of company’s class.'A and class B
stock entitling” them to purchase $100
principal amount of the new debentures
for each 5 shares of class A stock or each
8%3 shares’ of* class. B stock held -on a
record date to be supplied by amendment.
Proceeds plus. whatever general funds are
necessary will be applied .to the redemp-
tion on Dec. 1, 1944.0f $25,000,000 25-year
5% bonds’ at. 105% plus accrued interest.
Names of underwriters-and interest rate
to be supplied .by amendments. Filed Ang.
18, 1944. Details in *‘Chronirle,” Ang” 94

The directors Sept,’5 voted to direct the
officers to formulate plans to invite com-
petitive bids for.the new bond issue

Due .to. a"-decision. of the N. Y. Public
Service Commission that it has jurisdiction
over the proposed issue, the company har
decided to defer the issue temporarily,

the four freedoms are worth: as
much to one person as another,
we divide the $150 billion by the
number of living persons in the
United States and .its possessions
(rules to be drawn: up for ex~
clusion‘of the ‘incapable, the des-
titute and the military) and arrive
at approximately $1,200 owed by
each ' individual. = Each person
shall give to our Government his
20-year non-interest-bearing in-
stallment note, payable $60 an-
nually. ’

Congress: shall create a war-debt
liguidating 'corporation; on the
debit -side will he $150  billion
debt. ‘On the credit side $150 bil-
lion “of non-interest-bearing in-
stallment . notes—expenses of the
corporation and’ service on the
debt will be accounted for in the
Treasury’s annual budget. To al-
leviate the burden on younger
generations, the first installment
will ‘be ‘due on the first of the
calendar year following the 24th
birthday,  Anyone has the option
to pay. all his notes at any time.
Donations ‘made to the war-debt
liquidating . corporation through
testament ' or - gift shall be f{ree
from inheritance, Federal estate
and gift taxes.. This will appeal
to the philanthropy of those more
able to pay and bring in enough
additional to take care of delin-
quents.. Moneys collected shall be
used’ to ' purchase - Government
bonds in the ‘market up to pay,
to take them up at maturity .or
to call them on their call dates.
Moneys-received by the War Sur-
plus Property Liquidating Board

-|shall go to. the U, S. Treasury and

be used for the same purposes
Adoption of a plan like this will
not only result in liquidation of
a large part of our national war
debt but will nip in the hud any
form of threatening inflation. The
forces of. inflation thrive on a
public psychology which seeks
something for nothing, and just
as truly the forces of thrift, cour-
age and endeavor thrive on the
knowledge that a person must pay
for ‘whatever he gets." ‘And not

'the least important, public ‘reac--

tion “to. be gained by adopting
quh a plan is the continuously
living 'consciousness that the cost
of war is very dear.
J. ALLEN HARVEY =
; A..G. EDWARDS & SONS
409 N. 8th St., St. Louis, Mo.
Oct.: 18, 1944. = ..

New SEC Form To Register
Mining Corp. Shares

‘The -Securities .and Exchange

Commission ‘announced on Sept.:

27 that drafts have been prepared
of a new simplified form for the
registration . of shares of mining
corporations under the Securities
Act of 1933, and of a rule for the
exemption from registration of
the assessable shares of mining
corporations pursuant to Section
3 (b) of the Act. In keeping with
its practice, the Commission has
sent copies of the proposed regis-
tration form and exemption rule
to various "individuals, organiza-
tions, and firms interested : in
mine - financing for their com-
ments and. suggestions prior to
adoption of the registration: form
and rule in their final form. The
Commission also says: s

a “Thé proposed registration form
is not to replace an existing form
but is designed instead to meet
the particular needs of the small,
new!y-ox:ganized_ company having
a mine in- the exploratory stage.
The simple financial history gen-
erally found in this-{ype-of regis-
trant has. permitted the elimina-
tion of certain instructions to the

Tomorrow’s Markets
Walter Whyte

Savs—

(Continued from page 1686)
have a market reflection. But
seldom does it go far or last
long. Frequently the condi-
tion which brought about the
change has been indicated by
tape action long before the!
general public became aware
of it. ) i ’

In the past 10 days a com-
pilation of the . outstanding
short position was published.'
It was noticeable that the
rails which had a fairly sub-
stantial bear crowd have been
cut down somewhat. To off-
set the reduction the short
position on some of the indus-
trials, e.g:, American Loco-.
motive, U. S. Steel, Graham-
Paige and Pepsi-Cola, has
grown. General Motors and
Lockheed  shorts also in-
creased.

& 2

In the old days a large
short position was frequently
an invitation for professional
traders to go hunting. = Too
many shorts, many of them
maintaining their positions
with close stops, was the sig-
nal for a well managed buy-
ing - expedition which nine
times out of 10 would carry
stocks  way above any so-
called value level. Today,
short positions are, carried on
too high a margin to permit
of any fishing expedition.
But 'if  fishing in troubled
waters has become unprofit-
able, the element of shorts
helping a market zoom hasn’t
disappeared.

£ b s S

For a basic human reason,
the short trader seldom dis-
plays the intestinal fortitude
of the long buyer. Latter
will frequently hold a losing
position for “weeks and
moriths, consoling = himself
with what he thinks is funda-
mentals. " The man who is
short  seldom has that com-
fort. Instead, he conjures up
visions of sharp rallies which
may ‘whittle his bankroll
down to a couple of thin
dimes.

financial statements and the re-
quirement for the certification of
such statements by independent
accountants. The exploratory type
of mining operation contemplated
has made possible the simplifica-
tion of the items dealing with
business and property, and .the
elimination of previous require-
ments- for maps and estimates re-
lating. to ore ‘reserves. Other
items of the form are also more
concise and simple than in the
case. of previous mining  forms.
The instructions to .the various
items of the form immediately
follow the items and have been

' prepared with the view of show-

ing clearly the type of informa-
tion intended to be elicited. The
instructions are self-contained, in- |
sofar as practicable.

“The proposed exemption rule
would, under certain preseribed
conditions, make possible the of-
fering of assessable shares of
mining ,corporations without reg-
istration.  Under this rule, an
amount not to- exceed  $100,000
could be raised each year through
stock . offerings’ and/or assess-

‘ments,”

Last week this column
stated that a three-point reac-
tion was in the wind. It

“|pointed out that about half

that reaction had already
been seen ‘and another set-
back, equi-distant, was looked
for. As this is being written
it looks as if the entire three-
point setback will have run
its ‘course by the time this
reaches your eyes. So, unless
some unknown factor enters
the picture the position now
is to hold on to old positions -
and possibly initiate new
ones. ' '

The old positions are as
follows: Allied Mills (half
profits accepted at 324/ or
better) was bought at 28.
Stop remainder at 28.. Ben-
dix (half profits  recom-
mended ‘at 45%2 was bought
‘at 38%4.  Stop remains at 38.
Crown Zellerbach, bought at
18, still carries a stop at 17.
Stock is still about 19. 'Lock-
heed, bought at 17 (now
about 21%2 should be held
with a stop at 18. U..S. Steel,
bought at 58V4, doesn’t show
much of anything. ~Offerings
exist across 59%. Hold full
position.

19 £ £

Steel stocks as a group are
beginning to show & rising
trend which may be trans-
lated into  higher prices for
individual stocks in thé near
future. = The: same thing is
true of the copper - stocks.
Both groups give signs of an
incipient rising ‘trend that
bears-watching. = Perhaps, by
the time' the next column is
written, enough -additional -
factors will become visible to
permit specific stock recom-.
mendations, ,

i "‘. B A
More next Thursday.
—Walter Whyte
[The wiews expressed 'in this
article do not necessarily. at, any
time coincide with those of the

Chronicle. They are presented as
those of the author only.]
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