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Brennen Elected

By Mirs. Trust Co.

John H: Brennen, affiliated with

~ the Out-of-Town Department of

Manufacturers: . Trust - Company,

. New.. York, and formerly Assxst-

ant’ Secretary
of the Bank,
has 'been:
elected an
Assistant,
Vice - Presi-
dent. L

. A veteran

-in.the banking |

o.field, Mr

‘Brennen

be-
gan his bank-
ing career in

1900 with the

Citizens - Cen- .-
tral . National
Bank, ‘New -
York City." He

“came to Man-

ufacturers i
Trust Com-. . . : i
pany in. 1933 J. H. Brennen
and was elected an Assistant Sec-
retary in 1941, During the greater
part of the past eleven years he
has represented ‘the bank in New
York State, New Hampshire and
Vermont.
.- Mr. Brennen has been exceed—
mg)y active in banking circles.
He is a past Vice-President of the
New York Chapter of the Ameri-
can Institute of Banking and
served on its Board of Governors
as well as Chairman of its Public
Affairs Committee for a period of
ten years. He has also been active
(Continued on page 2827)
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Iﬁterstéte
Rircraft & Eng. Co.

i Circylar on Request

Hirsch, Lilienthal & Co.

Mcmbers New York Stock Exchango
and other Exchanges
London - Geneva Rep. )
| 25 Broad St., New York 4, N. Y.
HAnover 2-0600  Teletype NY 1-210
-Chicago-. * Cleveland

| Transportation Facility, -

| about various phases of the rallroad securities: market

| | one-half years:".
| ago; when'you' ',
could " ‘hardly,:

‘Ities,

|individuals,

Railroad Stocks Should
Follow Railroad Bonds

. By PATRICK B. McGINNIS* -
Railroad Analyst Reviews the Progress of Railroad Securities and Con-
tends That. Despite Increased Competitien From Other Transport Serv-
ices Railroads -Have Maintained Their. Position - As Nation’s: Leading
Calls: Attention to Heavy Debt Reductions of
Both Solvent and Insolvent.Railroad. Companies®and a. Corresponding
Rise in the Market Value and. Yield .of Their Bonds. - Holds That Rail-

# | road Bonds Still Afford Higher Income Yields Than: Similar Issues of

Industrials -and . Utilities ‘and Notes That Railroads Are Not: Subject
to Any Different Fluctuations in Earnings Than Other Groups. = Predicts
Rise in Railroad Stocks as a Consequence. of Higher Dividend Payments
;nd Considers Reorganized Railroad -Income Bonds on Way to-Higher
rices..
The. last £1ve times I have talked to. thxs audlence I have talked
‘Three or

Business and Financial Outlook-
For 1945

- By ROGER W. BABSON :

Mr. Babson Looks for These Developments in-1945: Farmers’ Cash
Income Will Approximate That of 1944, Which Was $20, Billions. Both
Bituminous and Anthracite Mining Will Run 59 Below a Year Ago.
Petroleum Output Will Be Upped 5%. Iron and Steel Will Decline
16%. ‘A Similar Drop Is in Prospect for Chemical Manufactures. Lum-
ber Output Will Increase 5%. The Paper and Shoe Industries- Will Run
Along on the Same Levels as During 1944. Industrial Employment Will.
Be 79, Less and Factory Pay Rolls Will Decline 109,. Greatest Single-
Expansion Will Come in the Construction and Building Group, Which
Will Show.an Increase of 259 From the Low Levels of 1944’s First
Half. Expects Drop in Retail Trade,: Electric Output and Rail Volume.

General Business
1. A year ago the United States Babsonchart Index of the

Physical Volume of Business registered 148.6; loday it registers 138

three. and

find “a- buyer 5
for any rail--'
road- . securi-- : i
we had .
to.pick on the
lowest - priced
securities; be-
cause.our only
market was @ Investments After World War . 1,
and it was |
difficult . to - B
interest them ™
in. bonds- that
were - selling
at high prices,
and yet there
was no - real
market for the low- prlced securi-
ties.

Then, as the country progressed

or Complétely in Default.
Patrick B. McGinnis

) haps it might be called the New
*An' address by Mr. McGinnis
in Boston, Dec. 12,1944, Mr. Me-
Ginnis is a partner in Pflugfelder;
Bampton & Rust, members of: the
New York Stock Exchange.
- ‘(Continued on page 2820)

making of American policy.

quite familiar.

NEW YORK STOCKS, INC.

Buy War Béﬁds '
- for

vicTory
R H lohnson & co.'

Established 1927°
INVESTMENT SECURITIES -~

64 Wall Street, New York 5

Prospectus on Req-)esr

HUGH W. LONG and COMPANY.

I . INCORPORATED

48 WALL STREET . ' 634'SO. SPRING ST.
NEW YORK ‘s LOS ANGELES 14

oo i s e

BOSTON- PHILADELPHIA' i ;
. . Troy " “Albany = Buffalo .
Pittsburgh - Williamsport

Syracuse
Dallas "

BOND
BROKERS

BULL, HOLDEN & C2

MEMBERS NEW YOR!( ST:OC"(.EXCN)\NGE
“14 WALL ST., NEWYORK 5,N.Y.

TELEPHONE—RECTOR 2-6300 ¢

Actual - Trading Markets, always

ELECTRONICS
RAILS
INDUSTRIALS

Kobbé, Gearhart & Co. |

INCORPCRATED

Members N, Y, Security Dealers Ass'n
45 Nassau Street New York 5
Tel, REctor 2-3600 Teletype N. Y. 1-576
Philadelphia Telephone: Enterprise 6015

~ Philip Carey
Manufacturing Co.

In‘ternational
Detrola Corp.

Electrolux

Reynolds & Co.

Members New York Stock Exchange’
120 Broadway, New York 5, N.¥X.
Telephone: REctor 2-7400
Re]l Teletvpe NY' 1-636

jfl'he New Exporl Policy

Revnewmg the Admuustrahons Attltude Toward Foreign lnvestment
Mr. Bratter Discusses the Proposed Policy of Enlarging Our Exports
'by Placing Capital Loans: and Investments Abroad.
Analyzes thé Commerce Department’s Figures Re-
‘garding ‘Our Experience’ With Foreign Long Term

:'That: When- Canadicn Issuss Are
‘Net Retarn Was Only Abeut 1 1/3 Per Cent and
‘That: at -the End of ‘1949 Some 31 Per Cent of
Our Holdings of Foreign Dollar Bonds Were Partly

i
.. NEP, the new export policy, looms strikingly
over the horizon. At the outset it was much big-
ger than a man’s hand. And it has been growing.
(It is a New Deal philosophy for making jobs. Per-
Deal for post-
war. Its philosophers have ready access to the
White House with_all that that implies in the

The line of*argument has already become

For example, Harry  Hopkins,

presxdentxal confidant, former Secretary of Commerce, and earlier
(Contmued on page 2818)

¢ justifying my
forecast of .a
year ago. The -
Canadian
Babsonchart
Index of the
Physical® Vol -
ume of Busi-. -
ness'.regis-,
tered 206.9 a
year ago; to-
day ‘it - regis-
'ters 197, 1945
B | will show .a

' [reduction of
more than-
10% both in
United States
and  Canaaian
business. Fur-
thermore,
most of the
following comments apply to both
countries.
. 2. War production is already be-

(Continued on page 2811)

and Concludes
Eliminated- the

Roger W, Babson

Herbert M. Bratter

State and
Municipal
Bonds

Bond Brokerage
Service

for Bank.é, Brokers
and Dealers

HARDY & CO

- Members New York Stock Exchange
Members New York Curb Exchange

30 Broad St. New York 4
Tel. Digby 4-7800 Tele. NY 1-733

Bond Department

THE CHASE
| NATIONAL BANK |

OF- THE CITY- OF NEW YORK °

AMERIéAN MADE:
MARKETS IN;

: . -New England
AR Public Service Co.
" PREFERREDS

o!

HART SMITH & CO

Members
New York Security Dealers Assn.

32 WILLIAM ST., N. Y. 5 . HAnover 2-0980
Bell Teletype NY 1-395

New. York -Montreal - Toronte

IRA HAUPT & CO.

111 Breadway, N. Y. 6
"'REctor 2-3100 Teletype NY 11920
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Trading Markets in: =—=

Lanova Corp.
Lukens Steel
W. L. Maxson Corp.

Tennessee Products
~Com. & Pfd.

KING & KING

Established 1920

Members
New York Security Dealers Ass'n
Nat’l Ass'n ‘of Securities Dealers, Inc.

40 Exchange Pl, N.Y. 5 HA 2-2772

BELL TELETYPE NY.1-423

‘I3roadmoor Corp. 4's, 56 (W.'S.)
Chesebrough Bldg., 6’s, "48
I°t. Dodge, Des Moines & Sou.

4’s, 91 & Comm~n
Interstate Coal, 7’s
Guperior Elev. & Fwdg ., 6’s, ’51
\/ashington Prop., 7’s, '52 & Sk.
Wllbm Suchard Chocolate

, ’52 & Stock

Mitchell & Company

Members Baltimore Stock Exchange
! 120 Broadway, N. Y. 5
WOrth 2-4230
Bell Teletype N. Y. 1-1227

*International

Power Securities
61,s and 7s

Savoy Plaza
3/65, 1956

« Traded on N, ¥, Curb Exchange

Vanderhoef & Robinson
| Members New York Curb Exchange
31 Nassau Street New York 5

Telephone COrtlandt 7-4070
Bell System Teletype NY 1-1548

l Byrndunf Corporation .
W. L. Douglas Shoe

Conv. Prior Preferred

Indiana Limestone .

65, 1952

Struthers Wells

Common & Preferred

H. G. BRUNS & CO.

20 Pine Street, NewYork 5
Telephone: WHitehall 3-1223
Bell Teletype NY 1-1843 J

| )
| Aetna Standard Engineering

Long Island Lighting
Old Common & Old Preferred

Marion Steam Shovel, Pfd.
United Piece Dye Works

Common & Preferred

U. S. Finishing, Pfd.

%\"eenemaeompm\q

Members N. ¥, Security Dealers ‘Assn.
37 Wall St., N. Y. 5 Hanover 2-4850
Bell' Teletypes—NY .1.1126 &. 1127

“Black Hills Power & Light

Common

- Illinois Power
59, Pfd. & Arrears Ctfs.

Kings County Lighting
» & 7Y% Preferreds
"M*ssoun Utilities, Common

Nassau & Suffolk Lighting

! - 79, Preferred
Northeastern Water—All Issues
" Puget Sound Pwr. & Lt., Com.

Queens Borough Gas & Electric
6Y% Preferred

*Memorandum on Request,

(; A.Saxton & Co., Inc.

N. Y. § WhHlitehall 4-4970

70 rm{: 8T.,
ﬂ . Teleytpe NY 1-609

CANADIAN INDUSTRIALS

i “ 115 BROADWAY
Telephone BArclay 7-0100

We Maintain Active Markets in U. S. F UNDS fur »

CANADIAN BANKS
CANADIAN MINES

Canadiam&curities Dep’t.

“GoopsoDY & Co.

Members N. Y. Stock Exchange and Other Principal Exchanges .
‘NEW YORK 6, N. Y. . I i

CANADIAN UTILITIES

Teletype: NY 1-672 " :

=
1
%

AMERICAN
.CYANAMID

5% Preference

Bought—Sold—Quoted

McDONNELL & (o.
Memuvers
New ~York Stock Ezrchange
New York Curb Exchange
120 BROADWAY, NEW YORK
Tel. REctor 2-7815 s

STEINER, Rousk & Co.:

in subsequent issues.

institution.

Here Are Some More Expressmns
On Peacetime Training Proposal

We have prevmusly made reference to the widespread.
interest evidenced in the proposal for a system of compulsory
military training in peacetime, a subject that apparently:is
destined to recewve attention of Congress at the torthcoming
session in January. Specific evidence of the extent of public
consideration of the plan was reflected in the largé number:
of expressions received pursuant to the symposium cah-
ducted by the “Chronicle.” These responses have been ‘ap-
pearing in our columns beginning with the issue of Nov:'23
and a considerable number of them have yet to. be accomimo-
dated in our columns. It is possible to give in this issue ‘an-:
other group of comments and the remaining one“s WIH ‘appear

In connection with this symposium; we would call attani
tion to several discussions of the subject which appeared in
the “Chronicle” of Oct. 26, starting on the cover page.' These
reflected the opinions of, respectlvely, a prominent: Catholic
educator, members -of the New York Synod ‘of the:Presby-
terian Church and the President of a prominent educa‘uonal

1 Harton Singer, Jr.,

‘changes,

Singer, Deane Firm

Wikl Admit Pariners

~PITTSBURGH, PA. — Singer,
Deane ‘& Scribner, Union Trust
Building, “members. .of  the New
York .and :Pittsburgh Stock Ex-
will admit George 8.
Ewing and Gerard A. Hufnagel to
partnership in the firm as of Jan-

uary lst, on which date T. Howe

Nimick will.retire from partner-
ship. " \Also as of January l1st, G.
general pari-
ner, will become a limited partner.

gre
Faroll & Co, Will
o L] " |

Rdmit Davis, Lough

CHICAGO, ILL, — Faroll &
Company, 208 South  La Salle
Street, meémbers of the New' York
and " Chicago Stock:. Exchanges
will: “admit’ Harry  Davis and
Thomas F.. Lough to partnership

'in their firm on January 4th. Both

have ‘been associated w1th Faroll

3 =& Co. for some years,

EARL BOWERS
Reo Motors, Inc.; Lansing, Mich.

We have read with considerable
interest the two discussions on the
subject. of compulsory mlhtary
trammg which appeared in the

“Chronicle”
of Oct. 26. It
might  be .in-
teresting to
give consider-
ation to a fac-
tor which
neither of the
writers has
apparently
considered,
yet which was
brought out in
a recent forum
conducted at
Michigan
State  College
under the di-
rection of Dr.
Reeves of the
University - of
. Chicago. .

According to the statistical data
compiled at that school, there was
a feeling that some definite pro-
gram other than ordinary school-
ing would have to be devised to
extend the period of youth training
to the age of 21. It was pointed
out that due to technological ad-
vancements. we would be faced

Earl Bowers

if some means were not found to
extend our field of economic em-
ployment at the close of the war,

The opponents and proponents

find the greatest source of support
(Continued on page 2814)

with an acute surplus of produc- |:
tive ability in the post-war period.

of compulgory training seem to |-

The Enforcement ol the Public

Uhhty Holding Com_pany Act

By GANSON PURCELL*, :
Chanrman, Securmes and Exchange (,ommlssmn w7
SEC Execuhve Reviews ‘the Progress in Carrying Out the Provisions of
Public Utility Holding Company’ Act, Asserting Aim Has Been to Develop
Compact and -Efficient Operating Systems With Conservative Corporate

and Financial Structures.

Holds ‘That the Complehon of the Job of

Integration of Holding Company Systems Is in Sight and Though Con-
demning Controlled “Service ‘Companies” That Impose Charges “on
Affiliated Utilities in Excess of Cost; He States That Engineering and
Technical Services May Properly- Be Furnished to: Operating Utilities
“Predicts. Improvement Under New
Financial Structures of Market Values of Public Service Corporations

Commission has been in operation

by Outside Service Companies.

The Securities and Exchange
for a little more than ten years

naving ‘to do*

with  certain
of “the finan-
cial ‘activities
“of. our: busi-
ness enter-
prises” -which
include duties
under . Chap-
ter X ‘of"the
National
Bankruptcy
Act, " in the
nature -of ad-
visory -, Serv-
ices . to” ~the
various - .Fed-
eralcourts:.
‘All “the “laws
that . we. ad-
minister were

Ganson Purcell

| designed for the protection of the

and now administers six statutes
f

' public

pubhc and investors, The powers
'that ‘we ‘exercise in the public

.utility feld .are ‘however, some-

what different from those under

‘the other statutes entrusted to our

administration. The . Holding
Company Act makes us a sort of
service commissien = for
holding and operating companies

iin" the -electric 'and = gas utility
‘fields.

Under that Act we regu-
late the various activities of hold-

1 mg compames and - their' subsid-
“iaries,
.issuance and sa‘e of securit.es but

including . not - only . the

“#An address by Mr. Purcell be-
fore  the American Institute of
Electrical Engineers, in New York
Clty Dec. 13, 1944. e
(Continued on page 2812) -

 Avonda'e Mills
Rockwood Co.
P R. Mallory & Co., Inc.

Bought — Sold — Quoted

*Analysis on Requést,

Members New York Stock Exchange

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

New Orleans, La.-Birmingham, Ala.
‘ Direct wires to pur branch offices

~ Eastern Corp. 4
Southwest Natural Gas
Company
~N. E. Public Service

65 7s. Plan Pid.

Community Gas & Pr.-

Edward VA.nP—ur—cell & Co.

Members New York Stock Exchange:
« Memoers New York Curb Exchange

65 Broadway = WHitehall 4.8120
Bell System Teletype NY '1-1919

Central States Elec. (Va.)

*5% & 5Y2 % Debentures
Common & Preferreds

 Reiter-Foster Oil

“Nat. Commercial Title &
Mtge. Guar. Com. & Pfd.

*Dealt in on New York Curb Ezchange

Frank C. Masterson & Co.

Members New York Curb Exchange

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

Delaware Rayon Co.
Class A Stock ($15 par)

¢ Company established 1926

® Produces Viscose Rayon Yarn

¢ Annuzl Dividends $1.50 for
past five years -

® Ra'io Current Assets to. Cur-
rent Liabilities 6 to 1

Analysis on Request

F. H.Koller & Co., Inc.

Members N. Y. Security Dealers Ass'n
111 Broadway, New York 6, N. Y.
-BArclay 7-0570 NY 1-1026

Macfaydd‘é;n.
FPublications, Inc.

- Debenture 6’s; 68
$1 50 Pl‘d & Com.

0 E. de Willers,&' Co.

| 120 Broadway, N. Y, 5, N. Y.

REctor 2-7634 -

"Teletype NY 12361
®

FASHION PARK, Inc.

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

All investmeént dealers should send
for our detailed report.

Simons, Linburn & Co.

Members New York Stock Exchinge

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

EASTERN =
CORP.

Troster, Currie & Summers

Members N, Y. Security Dealers Ass'n

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

Private Wires to Buffalo - Cleveland
Detroit - Pittshurgh - St.'Louis

- Wellman 'Engiheering’  '.
~"Company

Circular on Request

INCORPORATED
Members Cleveland Stock Exch
Union Commerce Bldg., Cleveland 14
Telephone MAin 8500

29 Brundwa-—y—,_New York 6
o ‘WHitehall 4-3640 :

WM J. MERICKA & CO.

Direct Private Wire ta Cleveland

Arkansas Missouri
Power Co.

Common Stock -

BOUGHT--SOLD—QUOTED

Memorandum on Regquest

%A/’Z 3 %(}’ﬁy

MEM3IERS NEW YORK STOCK EXCHANGE
One Wall Street, New York 5, N, Y.

bitized for FRASER
p://fraser.stlouisfed.org/




‘Volume 160 Number 4346"

THE CQMMERCIAL & FINANCIAL CHRONICLE

- 2803

Boston & Albany

All Issues

Cinn., Ind. & West.

1st 3/5s, 1965

Lehigh & Lake Erie
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Pa.N.Y.Can.&R.R.

Cons. 4s, 1/za's, 5s, 1949

STRAUSS BROS.

Members New York Security Dealers Ass'n
32 Broadway - Board of Trade Bldg.
NEW YORK 4 CHICAGO 4

Digby 4-8640 Harrison 2075
Te}etype NY 1-832, 834 Teletype CG 129

Our Real  Estate
Securities Department -
Specializes in

~ TITLE COMPANY
~ CERTIFICATES

Call us for quotes

Newburger, Loeb & Co.

Members New York Stock Ezchange
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Securities Dealers Committee

Plans Permanent “'Counter’’ Group :

Cites Need of Organization to Represent Brokers and
- Dealers Exclusively in Over-the-Counter Business.- Com-

-mittee Decides Not to Appeal SEC Order on 5%, Spread”

: At'a recent meeting of the Securities Dealers Committee, there
was placed before its Executive Members (William S. Baren, Baron
" 4z, Helbig and B. S, Lichtenstein) the question of appeahm from
the order of the Securities and Exchange Commission, dated Nov. 25,
1944, which held that the “5% spread principle” was an interpre-
4ation and not a rule.
The time within which to file®.

2 Petition for Review expires 60
«ays from the date of the order.
Reviewing with their counsel,
Edward A. Kole and Abraham M.
Metz, the text of the SEC deci-
i:sion, the Executive Members of
the Securities Dealers Committee
wunanimously ' declared that they
-were particularly gratified by the
“yictory which was attained for
securities dealers and brokers as

evidenced by that part of the SEC

opinion which declared in effect |

that, in' disciplinary proceedings,
the size of a spread in and of it~
self was no evidence of ‘unfair
practice.

The Commission’s holding, con~
trary to the NASD interpretation
that the size of the spread does
not shift the burden of proof

(Continued on page 2825)

Outlook for

Business

And Securities in /45

The war remains the dominant factor in the world of business

and industry, and its economic effects will continue throughout the

year 19453,

I. The End of the War

Probably not even a Delphic oracle, if there were one today,

could predict the
prescience to
enable us
even fto  ap-
proximate it.

However, sur-
veying the sit-
uation as-it
exists, we
venture the
opinion that
the cessation
of hostilities
with Germany
will occur
within the
first six
months of
1945 and with
Japan some
time during

date of the war’s end, and we have no military

L. H. Bradshaw
Editor

“Investment Timiug"

the year fol-
lowing Ger-~
many’s defeat.

II, National Income
" National income for 1944 is esti-

mated to be running at the rate
of $158 billions, compared  with
the $147.9 billions of 1943. In
view of Germany’s expected col-

‘lapse during ‘1945 and the sharp

subsequent reductlon in Govern=
ment expenditure, we think that
1945 national inccme should ap-
proximate  $125 billions if the
German war ends early in. the
year and $140 billions if it lasts
to the end of June; the longer
this war continues the more likely
the higher figure is to be reached.
This compares very favorably
with the highest previous peace-
time income of $83 billions m
1929.

1III.  Taxes '

Little or no increase in income
taxes is ta be expected in 1945,
On' the other hand, Government
expenditure, even when reduced
after Germany’s defeat, will con-

(Continued on page 2830) - -

l

We are mterested in offerings of

High Grade‘
Pubhc Utility and Industrial
PREFERRED STOCKS

Spencer Trask & Co.

25 Broad Street, New York
Telephone HAnover 2-4300 Teletype NY 1-5
Members New York Stock Exchange

Small Mines Securities
And Their Financing

By ALLAN S, RICHARDSON*
Securities Commissioner, State of Colorado
Pointing Qut That the Public’s Losses on Mining Stocks Are No Greater
Than Losses Experienced by Investors in Real Estate Mortgage and
Foreign- Securities, Mr. Richardson Asks for a Realistic Attitude Toward

 the Financing of Small Mines. Calls Attention to the National Impor- |
‘tance of Exploiting Our Mineral Wealth, and Denounces the Proposals
to Resort to Foreign Minerals Importatlons in Competition With Home

Producers. Holds Qur Federal and State Laws Now Have Authority to
Check Fraudulent Mining Stock Ventures and Urges Strict Enforcement
of Them.

It has in the past been and to a lesser extent now is enly too

true- that ‘the lure of relatively easy mineral wealth has appealed
strongly to the

== LICATENSTEN

AND COMPANY

OUT WITH
THE OLD!

~
Get rid of those old ebsaletes for
good ‘new money, Start the new
year right with no junk left.
Obsolete Securities Dept.
99 WALL STREET, NEW YORK
Telephone: WHitehall 4-6551

unwary inves-
tor and in
€0 nsequenee
the usual
swarm  of lo-
cust-like pro-
moters, swin-
dlers and con-
fidence men
has  swooped
down upon
. thelush fields
“of = accumu-~
-lated - wealth
- to extract the
savings of the
willing -weak-~
minded public
and 'in . ex=
change for
cash, give cer-
tificates of stock in an alleged
mining enterprise.

Allan S. Richardson

' Commissioners,

Is it quite fair, I ask, to allow
this tradition of “skepticism of
mining to persist? I had been for
more than 25 years in the invest-
ment business before I entered
the field 'of security regulation.
My memory is not so dim but that

I cannot vividly recall the losses

said ‘to-run to many billions of
dollars ' in real estate mortgage
bonds issued by companies whose

records boasted of so many .years

without a loss to any investor.
Yet we do not frown upon real
estate  mortgages or -mortgage

*A report made by Mr, Richard-
son, as Chairman of the Mining
Securities Committee of the Na-
tional Association of Securities
St.. Louis, Mo.,
Dec. 13, 1944.

(Continued on page 2825)

Fraud on the Seller of Securities

By EDWARD H. CASHION*
Counsel, Securities and Exchange Commission

SEC Official Points OQut That Although the Anti-Fraud Section of the

| Securities Act Proscribes Fraud Only on the Purchaser, the Securities

Exchange Act of 1934 Was Designed to Regulate Trading in Securities
and the SEC Has Extended Its Authority to Frands on Sellers of Secur-
ities. Reviews Several Prosecuted Cases in Which “Insiders” by Non-
Disclosure of Information, Obtained Securities Much Below Intrinsic
Worth and Maintains That Any Broker-Dealers Who Engage in Such
Transactions With Knowledge of Such Nen-Disclosures Violate Rule
X-108-5, and Rule X-15C1-2." Holds Issuers in Repurchasing Securities
Are Required to Disclose Their Identity When Omission Would Consti-
tute Fraud and Receipt on the Seller and in Such Cases Commission
Will Resort to Remedies at Its Disposal.

IT4APPY
NEW YEAR
T TO
EVERYBODY

L. J. GOLDWATER & CO.

Members New York Security Dealers Assn.
39 Broadway

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

Triumph Explosives,
Wickwire Spencer
#United Piece Dye

Pfd, & Com.

*U. S. Finishing

Pfd. & Com.
Bought — Sold

*Circular on Request

J.F.Reilly & Co.

Members
New York Security Dealers Assn. -
111 Broadway,New York 6, N.Y.
REctor 2-5288
Bell System Teletype, NY 1-2480
Private. Wire to Los Angeles

New Year’s
Greetings

«

Henzis & [o.=

Members New York Security Dealers Ass n ‘

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

Mr, Chairman, members of the National Assocxatxon of State
Securities Commlssmners Ladies and Gentlemen:

At the St. Paul meetmg you af-®
forded me the opportunity to dis-
cuss with you some of the current

of our mutual responsibilities and
burdens under the impact of the
war effort. At that time the Se-
curities Act was only in its ninth
year of existence and yet we ob-

served that even within that short
space of time the Commission had

security frauds and the increase|——

An address by Mr. Cashion be-
fore the National Association of
Securities Commissioners at St.
Louis, Mo., Dec, 13, 1944,
(Contmued on page 2826)

SUGAR
SECURITIES

UNNE & CO

D & CO.
Members New York Security Dealers Asan.
25 Broad St., New York 4, N. Y. ||
WHitehall 3-0272— Teletype NY 1-956/'
Private Wire to Boston

Dividends 1

Approximate se

PANAMA COCA-COLA

Dividends paid 1944 to date — $2.75

1942 =

Circular on request

943 - $4.50
3.65

lling price—29

'Horm RosE & TROSTER

Established 1914
74 Tnmty Place, New York 6, N. Y.
Telephone: BOwling Green 9-7400 Teletype: NY 1-375

Public National Bank
& Trust:Co.
National Radiator Co.

Analysis available

C. E. Unterberg & Co. ||

Members N. Y. Security Dealers Ass'n

61 Broadway, New York 6,.N. Y.||
Telephone BOwling Green 9-3563

i

Teletype NY 1-1666 ., . .

gitized for FRASER _
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ACTUAL MARKETS
i IN 250
- ACTIVE ISSUES-

Aetna Life -

American: Hardware

Boston & Maine, Pfc_ls. ;
'Brockway Motor*

Cuban Tobacco, Pfd.”

Douglas Shoe, Com. & Pfd.*
Deep Rock Oil .
Electrolux*

 Emerson Radio

Franklin Stores =~ |
General Machinery
Maine Central Pfd.
Philip Carey
Purolator* .

Scovill Mfg.*

_Standard Stoker

Title Guarantee & Trust
Triumph Explosives .
United Piece Dye Works.
U. S. Finishing, Pfd.
Waldorf Astoria
Whiting Corp. -~
Wickwire Spencer .
Wyandotte Worsted

Aetna Standard Eng.

Amer, Window Glass, Com, & Pid

Bird & Sohx . |

Blair & Co., Inc:

Brockway - Mn!or*

Buda Co.

Collins_Radio .

Cons, Cement “A"*
Drackett Co.

Eastern Corporation -’
Federal Machine & Welding
Gleaner Harvester

Great American Industries*

,-Liberty " Aircraft, New

: - Magazine. Repeating Razor

uU. S.

Du‘Mont Lab:

Marmon Herrington
Merchants Dlshllmg
‘Mokan

Moxiek

Oxford Paper z

Punta ‘Alegre Sugar -
Remington Arms

Riley Stoker*

H. H. Robertson Co.
Standard Comm’l Tobacco *
Tokheim Oil Tank & Pump
United Drill-“A”) & “B” 7" |
United Stove

U. S. Finishing, Pfd.

Truck Lines

Alabama Mills*

Aspinook Corp.

Berkshire Fine Spmnmg
Botany Worsted, Com. & Pfd.
Consolidated Textile

Goodall Sanford -

H. & B. Amer. Machine, Pfd.*x
Merrimac Mills . -

Palmer Bros.

Birmingham Gas
Conn. Light & Power Com.

. Cons. -Elec. & -Gas Pfd,

Derby Gas & Electric
Federal Water .

“Illinois Power Div, Arr. and Com.

Iowa Southern Util. Com.

Mass. Power & Lt. $2 Pfd.x
Portland Elec. Power Prior Pfd.
Puget Sound Pr. & Lt,
Queenshoro Gas & Elec. Pfd.
Republic Natural Gas

Southwest Natural Gas

“AMY
General Instrumentx
International Detrolak
Magnavox Corp. %
Majestic Radio & Tel.%
P. R. Mallory*
Strpmberg Carlson
Submarine Signal

~ CHICAGO TRACTIONS |

+ *Circular on -Request

Members N{ Y. Security Dealers Assn

"120 BROADWAY, NEW YORK.5
1-2173

"

Art Metals Construction ”

Durez Plastics & Chem. - Phillip Carey Mfg. -

Marlin Rockwell - - Title Guarantee & Trust
Bought - Sold Quoted

GoopBoDY & Co.

Members N. Y. Stock Exchange and Other- Principal Exchanges

115 BROADWAY - - ""'f - “105"WEST- ADAMS ST.
NEW YORK <o o0t o (et CHICAGO

TELEPHONE-BARCLAY ‘7-0100 " “TELETYPE NY '1-872

Oxford Paper Com. & Pfd.

We Deal in
~ Suburban Rapid Transit Street Railway
Pittsburgh & Birmingham Traction
-+ 'Monongahela Street Railway
Pittsburgh Incline Plane

. Practical - Study ‘now avdilable
on PlttSb’tngh Ratlways System :

FIRST OF NEW YORK CORPORATION

70 PINE STREET - NEW: YORK 5
Telephone: HAnover 2-7793 " Teletype: NY 1-2425

Financing the Post-War
- Building Boom |

j By GEORGE 8. VAN SCHAICK*
V1ce President, New York Life Insurance Company

! Insurance Executive. Warns Agamst Shoddy Construchon, Wlldcat .
|| Finance and Haphazard Planning in Real Estate Activities.  Recalls the |
 Unhealthy Rivalry Among Mortgage Lenders and the Grief in the Real
- Estate and Mortgage Business Due to Speculative Builders in the Last

Post-War- Period ‘and Urges: Improved Methods of Real Estate Valua-
tions and Close Cooperation .Between Municipal, State and Federal

 Planning Agencies and Private_Capital to - Strengthen and ' Stabilize:

Mortgage Security.:* Cautions Agamst Over Building' Ansmg From Sur-
plus Investment Caplkal and Too Much Fegeral Credit, :

As we approach the post-war perio

dent that@
home building
and other,

ok Bear, SQeams & Ga.
Bt To Admit D. 0. Lillis -

have . to. fur~
nish; a _large Bear
"part “of “ post-
- waryactivity if |
the goal - of
maximum
‘employment-is
‘to be reached.
While the es-
timates of the
‘number of
‘houses and
other type
structures “for
which - there
o -will. be - de-
mand vary
greatly there is every indication
that a building boom will take
place as soon as construction' ma-
{erials are available,

In an ‘excellent publication of
the National-Committee on Hous-
ing Inc.; entitled “Your Stake in
Commumtv Planning,” it is said
in reference to post-war building
activity: “Shoddy construction,
wildcat finance and haphazard
planning must be definitely ruled
out of the coming era of construc-
tion.” This was said not for
idealistic reasons but because only
in that way can building and
financing be done profitably.

This is an appropriate time for
a conference such as this. - Finan-
cial institutions with past expe-
rience in mortgage lending. have
been analyzing their experience
for the purpose of future guid-

of the .New , York and_Chicago

changes,
Lillis to partnership-as'of Janu-
ary ‘1st. Mr. Lillis has been ‘asso-
ciated with the firm for some time
as manager of the publxc utxhty
department.-

On January 1st, also,-Robert B.
Stearns, general partner in the
Bear, Stearns & Co., will become
a limited partner.

‘G‘en S \Vfaanchhalc & = - i S
Robert S. Hays Forms
Own Firm in Purham

DURHAM N..C~R: S, Hays & |
Co., Inc., has been formed to con-
duct a stock bond: and brokerage
business. Officers: are: President
and Treasurer, Robert S. Hays,
Vice-President, B. M. Watkms,
Secretary, Manon D. Hays.  Mr.
Hays was formerly Vice-President
of Kirchofer &:Arnold.

6. K. Atkinson With |
Wahler, White & Go.

KANSAS CITY,; MO.—Clarence
K. Atkinson has become. associa-
ted with Wahler, White & Com-
pany, Dwight Building. Mr. At-
kinson was formerly manager of

ance. - Very likely much more of
this will be. déne in .the -days tsgin%‘;‘;‘glgﬁzlgegg”mem for the

which lie ahead. Autopsies "al- |

there is a reahzatxon that -
JObS for all is the country’s paramount domestic problem. It is evi-

Stearns & Co., 1 Wall.
Street,-New- York- City, members.

Stock Exchanges and other ex- |
will “admit Donald  C.|

.*An-address made by Mr, Van
Schaick before- the conference

Fagan Co. to Admit

‘BOSTON, MASS.

DENVER

- American Optical ;

Bird & Son
Chrlstxana Securities Common
Colonial Stores Pfd. & Com.

Harris, Seyboldt & Potter
Laurence Portland ‘Cement
Midwest Refineries Pfd. & Com.
Parker Appliances
Remington Arms
Valley Mould & Iron
West Michigan Steel

Shawizut Bank Building
' BOSTON: 9, MASS.
Capitol 4330 Teletype BS 424

d Pont, Homsey Co.

- We Suggest:
. A Low-Priced Steel Stock

Central Iron & Steel

$10 Par
Net Quick .. ', . $7.16 per share
Book Value . $16.34 per share
Market . about $5 |

Circular Available

LERNER & CO.

‘10 POST' OFFICE SQUARE -
. ..BOSTON 9, MASS.

Tel.. HUB 1990 . -Teletype BS 69

|| New York

CHICAGO

CARTER H. CORBREY & C0.
Wholesale Distributors

Mlddle West — Paciflc Coast
For

- UNDERWRITERS

s:connnnv MARKET
DISTRIBUTION

CHICAGO 3 ' LOS ANGELES 14
135LaSalleSt. - 650. Spring St.
Rangplph 3002 CG 362 “Trinity 3908

‘An Outstanding
Post War Stock

Long-Bell Lumber
Common

New four page brochure
now evailable on request

ComsTocK & Co.
CHICAGO 4 -

231 So. La Salle St. ' Dearborn 1501
Teletype CG 257

_SINCE 1908

an W. FAiRmAN Go.

Members
Chicago Stock Exchange
Chicago Board of Trade
Firm Trading Markets
;Interstate. Aircraft
Garrett Corporation
Magnavox Common
Columbus Venetian Stevens
3-538 w/x
208 SOUTH LA SALLE S’L‘

CHICAGO 4, ILLINOIS |
Telephone Randolph 4068
Bell System CG 537

We buy and sell the following:
Alma Lincoln; Mining ~
Cow Gulch Qil
Cresson Consolidated Gold
Elkton
Empire Lee Mining
‘Kinney-Coastal
" -United Gold Mines

B. E. SIMPSON & CO.
. Denver: 2; Colo.
L.'ﬂ)l) California Bldz, ~  KEystone 3101

PHILADELPHIA

C‘ronipr_.ton & Knowles
Loom Works

Common
N

.- Memo on.Request

BUCKLEY BROTHERS

Members New York, Philadelphia and’
. Los Angeles Stock Exchanges ‘

Privdte Wire System between
Philadelphia, Negp York and Los Angeles

1529 Walnut Street, Philadelphia 2

. Los Angeles
Pittsburgh, Pa. Hagerstown, Md.

N. Y. Telephone—WHitehall 3-7253

We: will buy
American
Public Service
$7 Preferred
BOENNING & CO.
1606 Walnut St., Philadelphia 3|
Pennypacker 8200 PH 30:

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

. Dealer lnquin"es Invx;led
American Box Board CoL\
0Odd Lots & Fractions.
Empire Steel Corp. com.:

Pittsburgh. l}allways Co..
All Issues §

Warner Co. pfd. & com.’

Wawaset Securities

H. M. Bylleshy & Company

PHILADELPHIA OFFICE . .
Stock Exchange Bldg. Phila, 2
Phone Rittenhouse 3717 . . Teletype PH 73

Bright Possibilities

The current situation in Central
+Iron and Steel also. appears inter+
| esting, according to a bulletin just |

Specialists -in
PHILADELPHIA
BANK STOCKS

————

F. ). MORRISSEY & CO.

1510 CHESTNUT ST., PHILADELPHIA
Phila. Phone N. Y. Phone Boston Phone
Rittenhouse 8500 Whitehall4-1234 = Enterprise 2050
Bell Bystem Teletype PH 279

Mutual Chemical
of America
Common

Penmglon, Colket & Co..

Fagan & Co., 41 Broad Street,
New York City, will admit Jack
Shfka to partnership - in the flrm
‘on’' Jan. 1, 1945,

‘ REctor 2-8700 .. NY 1211

Direct 'Phone to  Philddelphis °
ENTERPRISE 'PHONES

Hartf'd 6111  Buff. 6024 Bos. 2100

123 .S. Broad St., Philadelphia 9, Pa.

. Phila. Phone .. New York Phone,
Pennypacker 7700 ' Hanover 2- 0310
. Teletype PH 180 e | S

called by the Natjonal Committee
on Housing; Inc., at Hotel Bllt—
more, Dec. 7, 1944

~ (Continued on paée 2816)

issued by Lerner & Co., 10 Post
Office Square,: Boston, Mass;
Copies of thls may be had for the

asking. . .

bjitized for FRASER
p://fraser.stlouisfed.org/
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AMERICAN BANTAM CAR -

' 6%, CUMULATIVE CONV, PREFERRED

Dividend of 30¢ payable Jan. 31, 1945
. to holders of record Dec. 30, 1944

‘Total 1944 to date $90 (Arrears $4.05) -
$10 par (callable at 14 plus arrears)
Selling prlce—-12 1,

- Circular on Request

 HomRose t;nmm

Established 1914-
74 Trlmty Place, XNew. York . 6, N Y

'
¢

WE ‘MAKE BIDS ON
BONDS WITH - "~

Boupons Mlssmg

Muh!aled
S.—~ wmms‘& Co.;

Members N. Y. Security Dealers Ass'n

G0 Wall Street
" New York 5

Fé&etai Water & 'G'as"v
Oswego & Syracuse
Rochester Telephone
: GeorgeR.ICOOIey&Co.
A INO
Established 1924

52. William St., New York 5, N. Y.
* WHitehnl} 4-3990 Teletspe ‘NY 1- 2419

Telephone
Whitehall 3-7830

: ~sf. LOUIS

FARR & €O

.= New York Stock Exchange
New York Cojfee & Sugar Exchange

Eastem Corp

“Common .~

i* _Boushtffsold—.@!diedV SUGAII sncnn’nn«:s.

Quotatwns Upon Request

3 Peltason, Tenenbaum Co
i | _ 803, Landreth Bldg.

f " ST, LOUIS .2 MO
Teletype—SL 486 * - L.'D. 240

TEL. HANOVER 2 9612 -

120 WALL ST.; NEW YORK'|

k vTelelypve N. Y. 1-2123 i

'Frank J. Douglas .
announces. the continuance.
of his.Mortgage Certiﬁcatg
+-.and Mortgage Business " -
through j ';t ;
st

DUNNE & CO.

'Members Neiv York Security Deaters "Assni,

25 Broad St., New York 4,N. Y.

STIix & CO.
lNV[STMENT SECUR!TIES

- &09 oqu STPEET

'bT.LOle 1,Mo.

Members St 'mela Stock Exchango

WhHitehall 3-0272

CHICAGO, BOND TRADERS CLUB OF

The Bond Traders Club. of Chlcago ‘Inc., will hold its annual
banquet and presentation of incoming officers . (who- will be an-
nbunccd ‘after Jan. 1) “on Jan.:30:at the Hotel La, Salle, Chicago.
‘The bar will be opened at 6:00 p.m. and dinner will be- served at
7 30 p.m.  Fee for guests is 'six dollars.  In order to:avoid. confusion

just before the ‘dinner, members. are urged:to register . their guests | &

W1th Peter J. Conlan, Homblower & Weeks, Secretary-of .the Club,

and pay the guest fee to Samuel Sachnoff ‘The-First.National: Bank | &

of Chicago,  the Treasurer as soon as. pOSsxble Refunds . will be

made if registered guests are unable: to -attend..

The Hotel La Salle has set; aside a number of rooms and suites | [
whlch thev will hold open- for reservatlons unt11 Jan. 1. Reservatlons. /
should ' be niade through Allen J. Sparks; F. A.: Carlton & C0,_

' Chanman of the Entertamment Commlttee

Calendar of Club Events.

" Baltimore Secuniy “Tradets ‘Association—Annual Winter Dinner, Jan, 26th..
’ Bmton Security Traders Assoc&ahon—-Annual Winter, Dinner, Feb. let
' Chicago, Bond Traders Club of—Annua[ Banquet and Prbsentatlon of Incom-

'idg Qfficers, Jan: 80th.”
. Ph,Ladelpma lnv-stment Traders Assocxatlon—-—Annual Wmter Dmner, Feb. 9th

'Y

.’I

- prise:

- PUBLIC UTILITY COMMON STOCKS

American Railways Corporation . =
“'Black Hills Power and Light Company
Central: Illinois Electric and Gas Company
.- Empire District. Electric Company
Iowa Public Service Company
Jacksonville Gas Corporation
Michigan Public Service Company
".."Missouri. Utilities. Company ‘
‘Northern Natural Gas Company
. Public - Service Company of Colorado
Public ‘Service Company of Indiana
Sioux City Gas and Electric Company
Southwestern Public Servu;e Company

A.C.AI.LYN aoCOMPANY

lncorpcrated
Boston

Chxcago ‘ New Yotk M;lwaukee Minngapolis '

. L hidy 1 :

.'WE 'ARE’ PLEASED TO ANNOUNCE THE' REMOVAL

" OF OUR BUSINESS AND EDITORIAL OFFICES AND

- OUR COMPOSING AND PRESS ROOMS, TO, MORE
commomous QUARTERS AT: 3

‘25 PARK PLACE
hetween Broadway and Church Street
U1 (North of Wall Street)
: New York. ctty 8, N. Y
TELEPHONES
REctor 2-9570 to 9576 mcluswe

ai

1

P
e

fhod Commerclal & Fmancual Chromcle
Wllham B. Dana Company
Secunty Dealers of North: Amerlca
Herbert.;D_, Selbert &~Co., Inc.-

' sleetit BT T By T

. AMERICAN MADE
S MARKETS IN .
CANADIAN
~ \SECURITIES
Abitibi- P, & P. 5, 1953
Aldred Inv. 4Y4, 1967
Ass'd Tel. & Tel. 5%, 1955
Brit. Columbia  Tel. 414, 1961
_Brown Company 5, 1959-

' Calgary Power 5, 1960 .-
Can. Int. Paper 6, 1949
Can. Northern Power 5, 1953
Can. Pacific Rwy. 4, 1949
Hydro Elec. Bd. & Sh. 5, 1957
Intl. Hydro . Elec. 6 1944
Intl, P. & P. Nfd..5, 1968
Inv. Bond & Share 5 1947 .

. London Can. Inv. 41/2,’ 1948
Power Corp. of Cda. 414, 1959

HART SMITH & CO.

52 WILLIAM St., N. ¥, 5 HAnover 2-0980
Bell Teletype NY 1-3956
New York  Montreal ' ‘Toronto

" Community ‘Water Service -
51, 5-65 1946 '

- East Coast Public Service
, 451948 r
Eastern Minnesota Pr. 5/s ’51
Minneapolis & St.: Louis Ry."
Issues :

Peoples Gas“(N. J.) 5Y%s: 1960
- Securities Co. of N.Y.

4%  Consols

Frederic H. Hatch & 00.

~~ Incorporated
Membcrs N. Y. Security Dealérs Aas’n
63 Wall Street ' .. New York 5 N. Y.
Bell Telet!u NY 1-897 . .

Clm;ago & North* Western

cv. 4% s/49
‘Kansas City & Pacific 45/90
. “Norfolk & Southern 5s/41

Cap:tal and Prospenty I

- By W. GIBSON CAREY, Jr.x ./
Presldent Yals. & Towne Manufactuﬂng Company

'Stressmg the lmportance of Capital in Modern Production and in Rals-

ing Standards’ of Knowledge and Skill, Mr. Carey Asserts that Unless
We Are Going to Rely to a Greater: Extent on Governmental Fmancmg
‘We Must Plan to Induce Private Capital to Flow into Produchve Enter-
“To Produce a’ Post-war Happy and Dynamic Economy, Urges
Government Economy and the Encouragement of New™ Risk Capital.
Sees Danger in SEC’s Attempt to Extend Its Functions and “Thus Dis-
turb_the Normal Process of Issuing: New Securities” and Recommends
Raising Registration Exemption' up to:One Million Dollars. ~ Opposes
.| Deficit-Government Financing and Controlling and. Channeling of Pur-
.| chasing Power by Government as Leading to Inflation, -
‘There is, of .course, a certain background of experience to every
point of v1ew Wthh I express, . For -this reason I have tried to.dig
: gut -of . my
mind ‘the ' two
instances
which have
most force~
fully  im=
pressed on

and me driving in an automobile
on a-road crossing -the Plain of
Argos = between: . Mycenae and
Nauplia. . My mind was soaring in
the clouds of legend and of Ho-
meric heroes when we approached
my conscious- |a number of people breaking stone
ness the true |on the road.  They. were women.
import of cap- |: " The next story has to do with
_ital as'applied |a .trip. I made to the Orient, at
to our devel- which time I was eager to inves-
opment here | tigate -among other things . the
-.ini -*America. { conditions .in' Manchuoko. I:was
I am - giving | considerably impressed by the

§ | .these ‘two ‘ex- | modern materials handling equip-
~amples - not ‘
because . the
v lesson ‘from

| them is .ob-
W Glbson Carey, Jr scure, but
- rather because

I feel nearly all of us are iaclined

#An address by Mr. Carey be-
fore the War and Reconversion
Congress of American Industry,
49th  Annual Meeting .of the Na-
tional = Association of Manufac-
turers, Waldorf-Astoria - Hotel,

to-take for granted the prosperity.

of this countpy, especially as it

| has apphed to-each of us. We do
; not

T believe, : ‘search ' deeply
enough into cause and-effect. - -
- The first story .is of .my -wife

New York City, Dec. 6, 1944.. Mr.
Carey. is Chairman.of the Com-
mittee on Industrial Financing of
the National Asseciation of Manu-
facturers.

(Contmued -on-page- 2817)

Lehigh ‘Valley Coal Sales
< Greendale’ Minerals -~

Bear Mt. Hudson River Bn&ée
‘ GUDE,;WINMILL & Co.

Members New York Stock Exchange

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

American Maize Products Co.
General Tin Investment
" Pétroleum Heat & Power Co.

Lion Match
A. E. Staley Co. 'coinmon

Frederlc H. Hatch & 00

Incorporated ‘
Members N. Y, Security Dealers ’Ass’n

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

lesch Lilienthal &a,
To Change Firm Name

The firm of Hirsch, L‘illien-'
thal "& Co., 25 “Broad . Street,’
New York City, members of the
New York Stock E)\chan"e: as of:
January 1st will change thb hrm
name to Hirsch &.Co.

. Joseph L. Lilienthal, fox?merly
a-partner,. died .in. 1936- and his ¢
estate -retired from membership*
-ln the firm several years ago i
" Albert F. Clear will retire from
partnership as of the same‘dat@.

gitized for FRASER
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Delaware Power & Lighl-

Bought — Sold — Quoted

PAINE, WEBBER, JACKSON & CURTIS

ESTABLISHED 1879

P P .5

Public Utility Securities
Columbia Gas & Electric Recap Plan

Columbia Gas, under the integration requirements of Section 11
©f the Utility Act, is required to separate its electric and natural gas
svstems, Recently the company filed a plan with the SEC to meet
{his requirement and also to simplify the capital structure by elimi-
1nating the preferred stocks (which have paid regular dividends).

The two principal electric companies are Cincinnati Gas & Elec-

iric and Dayton Power & Light.*

““he common stocks of these two
companies are to be distributed,
LTong with a2 new -common stock

“Package' distributable for each share of

Existing Columbia Stocks

‘. “package” for each share of 6% preferred stock—

&  shares New Columbia. capital stock
4/ share Cincinnati common stock_.

of Columbia, to the three classes
of preferred stock and the com-
mon stock, on the bases set forth
in the accompanylng table
Parhlclpatxon 1n
“Reasonable Foreseeable

Earnings’ as estimated
by Stone & Webster

. %/7 share Dayton common stock.

Total ...

“Package for each share of 5% preferred stock—

§ 7 shares New Columbia capital stock
4% share Cincinnati - stock

3 share Dayton common stock

‘Total

“Packhge"” for each share of preference stock—

£ . shares New Columbia capital stock

"3/ share Cincinnati common stock

2/7 share Dayton common stock

Total _.

. “Package’ for each share of existing common stock—

3/5 share New Columbia capital stock
3 /35 share Cincinnati common stock

.09

.07

2./35 share Dayton common stock.

© %46

< ‘The <company employed Stone
& Webster to make a general in-
vestigation of Columbia and - its
gubsidiaries and to estimate “rea-
sonable foreseeable earnings.”’ It
g#20uld be noted that earnings es-
{imates are on the basis of certain
2issumptions as follows: (a) Taxes
«n the basis of the present Fed-
«ral income tax rate of '40%, but
with no excess profits tax; (b)
3 2duction of depreciation -and de-
3 ietion charges, using a “straight-
1.ne” computation; (c¢) reduction

€incinnatl Gas & Electrie
$.ayton Power & Light

of holding company debentures to
$60 000,000 through application of
cash; (d) refunding of the bonds
at a 3% 15 % net rate. -

Cincinnati and Dayton common
stocks will be readjusted so that
each company -will have 958,249.1
shares. The restated share earn-
ings (on'this number of shares)
for the 12 months ended Sept. 30,

1944, would be as follows com-
pared. with the estimated post-
war earnings:

Recent Share Future Share

Earnings Earnings
$1.89
1.16

Estimated
% Gain
81%
123

$3.24
- 2.58

« The stockholders’ letter does
3.0t disclose further data on these

estimates, though this is probably |

«btainable from a 24-page docu-
saent filed with the SEC.

Earnings on the new Columbia
<« smmon stock are evidently fig-
wvoed at $1.51 a share. Without
&rcess to the detailed explanation,
30 is. difficult to estimate how
yauch the Columbia share earn-
jags (for gas companies only)
bave been “written up” for post-
%ar conditions, etc.

Because of the use of post-war
«stimates, it is also difficult to
«etermine a fair price earnings
satio to apply to these earnings
«stimates. A multiplier  of 10
sieems rather high, but neverthe-

less would produce results some-

what similar to the present quo-
tations for the varlous issues, as
follows:

Recent
market,
price
96

Approx. value
@ 10 times est,
future earnings
6% preferred y
5% preferred.
57% preference
Common ‘
United Corp. owns nearly one-
tifth of Columbia’s common stock
and William M. Hickey, President
of United, did not approve of the
principles of the new plan as they
were outlined to- the SEC last
June, The SEC has not indicated
its views, except to reserve deci-
sion on whether the natural gas
system in its entirety (covering a
large part of the northwestern
area of the United States) can be
retamed by Columbia.

‘ New England Public Service

" Preferreds

~GILBERT J. POSTLEY & Co

29 BROADWAY, NEW YORK 6, N. Y.
Direct W«re to Chicago

Albert Frank - Guenther Law

1 talking about:

il

ADVERTISING ||
In All Its Branches.

Plans Prepared— Conference Invited |

Incorporated

131 Cedar Street - New York 6, N.Y,

Telephone COrtlandt 7-5060
Boston Chicago Phlladelphm San, Francisco

LA AR

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

Taxatmn for Prosperity

. .By:BEARDSLEY RUML*
Treasurer, R. H. Macy & Co., Inc;
Chairman, Federal Reserve Bank of New York
Mr. Ruml Calls Attention to Need of a Standard of Living Higher By
40% If High Employment Is to Be Achieved. -Advocates As a Means of
Achieving This: (1) A Money System’That Will Give a Stable Medium :

of Exchange and Store of : Value;

(2).a Sound Banking and Credit

Structure and (3) a Tax System Whlch Will Not ‘Lead to Inflation, but
Will Be Low Enough to Leave Sufficient - Purchasing Power With the
People. Holds That Corporation Income Tax Results in Higher Prices, |

Lower Wages or Reduced Return on
and He Urges.a 309, Cut in lncome
Corporation Levies.

Investment, or All Three Combined,
Taxes and-Elimination of Sales and

There are two difficulties in talkmg about the period that is to

‘cal days that '
dreams -about -
the future are -
being pers
mitted to dis=
tract . thought
and energy
from the para-- -
mount job of ...
winning t he
war 'speedily i
and. deci-
sively. .

The second
difficulty  in

the * post-war ¥
period is that
what is, in-

tended to be Beardsley Ruml’

analysis ‘may

1ot $140,000,000,000.

be  interpreted as predlctmn
Without predicting what s gomg

| follow the war, In the first place no one wants to g1ve the impression |
4 in these criti~ - )

to' happen,. we can:draw - éertain
conclustons as to necessary rela-

{tionships  that ‘must exist in*the
_'post—war period. .

For ‘example,
we must . either have: 55,000,000

{people - employed : or’ we shall

aliost certainly have:’so”many
people looking for workthat-we’

{shall have.a problem:of mass un=,
| employment.

I we ‘have 55,-
000,000 : people employed, -and " if

{we have an average work week

of. .40 ~hours, -and " if. ' we have'the

| same price level we have, today;

we will have a nati-onal income |
“If ‘we assume
2y ‘nanonal income of less than |
“An address by Mr, Ruml be- |
fore: the New Jersey: Bankers
Association’ in Phﬂadelphxa Pa,
Dec 8,1944,

(Contmued on page 2819)

The Dumbarton

Oaks Proposals,

"By, MATTHEW WOLL*

Vice-President, American Federatmn of Labor and Chairman of Its
International Laboer Relations and Post-War Problems Committees

| Though Endorsing the Dumbarton: Oaks:Proposals..in: Principle, Labor

Dfficial Criticises Its Lack of Protection to.Small Nations. = Denounces
Russia’s Actions in the Balkans and in Poland as Imperialistic But
Defends .the British in Belgium and ‘Greece as a Necessary Policy to

Prevent Communistic. Usurpations.

| Urges . Confederations: of. Smalle:

Nations in Europe and Sees a Dark Future for the World If the Dum-
barton Oaks Proposals W:th Suggested Amendments Are Not Adopted.

Nine months ago, here in".the

Commodore Hotel," the American

Federation of Labor at 1ts post-war ‘planning 1orum presented - a

comprehen-
sive -plan -for
the preven-.
tion- of future
wars and for
t h e advance-
ment of the
welfare of la-
bor in. every
country of .
the world.
QO ut standing
spokesmen
for American .
organized la-. -
bor and spe-
cialists in
various phases
of . interna-.
tional .affairs
joined with
the American
Federation of Labor in ats dlscus—

h.datthev'v‘ Woli »

| fairs at the Hotel Commodore

sions purmg this forum. Our post—

"An address by Mr. Woll before
a “Labor and Future Peace” Sym-
posium of the American Labor

Conference on International Af-

Dec. 16, 1944.

,- !W‘-?ll‘ plan, which evoked gratify-
‘ling praise throughout the coun-

try, charted a clear path which we
felt -the world must follow .if .we

|are-ever to enjoy the blessings of

continued’ international peace. '
. 'This -plan called for:the trans-
‘formation of -the istructure ‘of the

'|United Nations into the basis for |
lan’" international -organization 'for'

the ' preservation .of - peace,

‘| which all nations, large and small
 would eventually participate. Thls
‘| proposed international organiza-

tion, we urged, should be empow-
ered to use whatever means might

| be necessary, including an' inter-
| tional police force, to prevent the

outbreak of wars.in the ‘future.
We also suggested the relaxation
of international trade barriers to
facilitate a freei interchange of
goods and services of all nations,
based on a complete rejection of
isolationism, ruthless expansion,
and imperialism. Finally, we em-
Phatically denounced any: at-
tempts by ‘any mnation to apply

unilateral solutions io territorial | manv mblic watchers.

(Contmued on page 2828)
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Pacific Coast
Securities

Orders Executed on
Pacific Coast Exchanges .

Schwabacher & Co.

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

14 Wall Street ~ New York 5, N.'Y.
COrtlandt 7-4150 Teletype NY 1-928
Private Wires 10 Principal Offices .

San Francisco — Santa Barbara
Monterey — Oakland — Sacramento
Fresno

Tomorrow’s Markets
Walter Whyte i

Says-

Reaction becoming more im-
minent as dullness intensifies.
Public holders of stocks be-
coming - more nervous - each,
day.. Reaction may, however,.
be short lived.

By WALTER WHYTE

¢, Last week’s market seemedi
to be given over to dullness,’
andso far this week’s market,~
seems-to be in:-the same rut.:
Dullness at this stage of the
game isn't anything surpris-
ing. As a matter of fact, if you.
didn’t have dullness now. the:
chances are you would have’
reaction. . And of the two, the
former is obkusly prefero
able :

¢ el o ,
: ‘But dullness ‘instead of re-

action is only temporary. For.

:|unless new strength comes in

- {the next few days, the possi-:
bilities of a reaction taking
place become more and more
likely. This belief is not pred-
icated on any general belief
that a reaction will come be-
cause it’s ‘‘due,” whatever
that means. For the market
has the disconcerting habit of :
thumbing its nose at ‘“due
dates” "and going its own
merry way. A reaction at this
time can start for any num-
ber of causes. The spark that
can set it off can be nothing
more  serious than general
market sentiment,
e C o

In discussing technical mar-
ket action last week it was
said that dullness now  had
within. it the seeds of reac-.

‘tion::- This can be explained

by the. theory that there’s no-
body. so bullish as one who.

has just bought stocks.” But.

the same bull. who is con-
vinced can become disgusted.

just'as rapidly. This is not a_
strange or new.phenomenon.

Practically all phases of the’
stock market movement pre-

sent this condition., It is, how-"

ever, more sharply delineated

in periods which follow sharp
upthrusts of markets into new

high ground. This, too, is ex-

plained by the fact that an

all-important obstacle has

Once:
(Continued on page 2329)
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‘The Securities Salesman’s Corner
} Too Many Prospects and Not Enough Sales
By JOHN DUTTON

There haven’t been many new ‘salesmen wlho have been acquir-
ing expetience in the field -of securitiessalesmenship during the

.past few years. But there are still 'some salesmen who have been |

plowing the same old*furrows and making their rounds.day after

' day; ‘never securing. the results they should acquire from their.

eliorts and one-of the mistakes they continually make over and-over
.again is that their prospecting is weak. ! \ TR
g We are reminded of a siory related to us of what happened.a
good many years ago when a now. successful securities  man wag
.first breaking in.o the business. He started out with a pocket full
" of leads and he made his calls, Every where he went he stood there
with his hat in his hand and gratefully acknowledged each oppor-
tunity for an interview which was granted to him. Week after week
"he kept it up—his calls. were consistent and his interviews were
almost too pleasant. After several months of this work' his sales-
“manager called him in and asked: him what was the trouble and
~why didn’t he do some business. This fellow replied that+he wasn’t
-zt all discouraged. On the contrary, he proudly showed afistfull of
- prospect cards to his boss and said, “Look at these prospects, ‘whyl
.1 know I am going to do a lot of business very-soon, every one of
these people were so nice to me and I know I'll sell a lot of them;
just you wait and see.” : . ’
His salesmanager turned to him and told him.he was going to
_do something he knew he wouldn’t like very much, but it was thg
only way that this fellow could get the right outlook and begin. to
do business.” With thet, he took the stack of cards and pfo.ceeqled to
-rip them right down the middle and then:placed the remains in: the
- waste backet. . It was a fairly stiff jolt to this embyro young sa1e§man
‘ but he tcok it and went out to work with a new slant on this business,
There are many people who are just time wasters—there ‘are’
those whose business is not worth the effort and hard work involved,
“There are those people who will ask you for:all sorts of free infor-
‘mation and service but who will never give you an order upon wlngh.
you ‘can make a profitable commission.. There are those -who w;ll
take your information and turn-around and shop several other
"derlers, cr maybe end up by placing-an order on a brokerage b'fxsxs_
while you are left holding an empty bag. All these typical time
* wasters ebound in every community, They clutter up the {files of
sales orsanizations and the time that is-wasted on this tvpe of pros-
pect had better be spent where and when' it can do both the salesman
“and a real boni-fide investor at least some good. ;
Another thing—there is no reason why any salesman vs{ho knows
his business in these days and times should feel the least bit grateful
“for business which he acquires by dint of his own.endeavors. The
“choe should be on the other foot, Any investor who has a corppetent;
“securities salesman taking care of his account should realize thaf
he is getting something pretty valuable, It isn’t everyquy that is
“ qualified to handle investments in times like these-—good investment
“supervision of an account is'worth a Int more than most salesmen
are ahle to earn in recompense for their efforts.
Tadev it vavs to take the attitude that A SALESMAN’S TIM.Iq
1S HIS MOST VALUABLE: STOCK IN TRADE. If he knows his
business and knows his securities he’s going -to see to iti that the
"people-with whom he does buisness are those who will not waste hyxsi
time and will also appreciate a.good job well done, g

pean war isn’t apparent, then we

Sees Out in Taxes

‘' war: business outlook and the im-

-also. true ‘that the rise has been

| quarters as the opening step to-
: wards

i | & Nashville-management.

would advise against ‘any reduc-

. Western Pacific Railroad Co.
M Convertible Income 4Y;s, 2014

5% Participating Preferred ($100 par)
Common (no par) ;

.‘ ‘ ; Bought & Sold )
~ PFLUGFELDER, BAMPTON & RUST

New York 6
Bell Teletype-—-NY 1-310

61 Broadway
. Telephone—DIgby 4-4933

. Railroad Securities

- The railroad stock market has really taken hold in the past week
or so and most of the popular trading favorities have moved forward
on:good- volume to the highest levels witnessed since the boom of
1937, "On the whole the advance has been fully justified. For some
time most rail men have contended that if the advanced prices for
second grade rail bonds was warranted on the basis of the ifgproved
credit of the carriers, and if prices o
for. the general?run of industrial
stocks could be supported by :the
post-war business prospects, then
rail stocks were ridiculously un-
derpriced.  General ' investment
feeling .is now  catching up with
¢his contention. : "

While " the general 'strength in
rail equities may be fully war-
ranted on the basis of the post-

for some time to come, judging by
statements of the management at
the ~annual meeting last May.
However, 'dividends certainly do
not appear any more distant than
on- such stocks as Baltimore &
Ghio common and preferred and
Katy preferred, which have been
among the most popular trading
{favorities in recent weeks, At the
same time the company itself ap-
pears to be in a more favorable
position than either of the other
two roads.

There has been relatively- little
recognition  given to the substan-
tial debt ‘retirement that Illinois
Central has accomplished. - Last
May it was announced that fixed
charges had  been reduced to
around- $12,000,000, With subse-
quent bond . purchases it appears
likely, that- the  present: annual
level of charges is not much above
$11.500,000 and may even be below
that figure. In the early 1930’s
charges were above $17,000,000.
The present indicated fixed
charges would absorb:only about
10.3% ‘of average 1936-1940 gross
revenues. In comparison, the road
during those years was able to
carry an average of 15.5% of gross
through to ret operating income
before Federal income taxes. . It
appears reasonable, therefore; to

proved status of the carriers, it'is

accompanied by a number of ru-
mors. affecting individual roads.
There has been an unusual crop
of merger rumors.. Some of them
have run as follows: Burlington is
supposed. to-be buying in the stock |
of Colorado- & Southern. The
merger. of -Chesapeake & Ohio
with various of its affil’ated com-
nanies (Nickel Plate, Pere Mar-
quette and Wheeling & Lake Evie)
s reported 'as imminent. ~The
stock: ‘split-up by Louisville ‘&
Nashville was hailed in  many

,consolidation - with the
narent  eompany,- Atlantic” Coast
Line,: /This. was subsequenaly
denied officially by the Louisville
\ There
jas. been much talk about the sup-
vosed sale by New York Central
sf-some. of its substantial real es-

Year " Wa? Hears End tion in the rates.

‘A 10% - cut, in Federal income
taxes will .be possible next year
cnly if the war in Europe draws
‘yiear an  end, -Senator  George
(Democrat) of Georgia, Chairman
of the Senate Finance Committee;
was rerorted as saying on Dec. 27,

comring 79th Congress.

the tax Act at this stage.

“We've got to await events be
fore we do very much with gen-
eral taxes,” he said, looking ahead
to the committee’'s work in-the

“There

can’t be any general revision' of

I have

no doubt we will handle a certain

tate ‘holdings in New York City.
There ' have been whisperings
‘(conveniently vague) of a divi-
‘dend ‘on ‘Baltimore & Ohio pre-
“erred.stock in the not too distant
“uture. . With the possible excep-
tion of the sale by New York Cen-
{ral of part of its real estate hold-
ings it is the opinion of moest com-
netent railroad analysts that all of

assume that the fixed charge bur-
den could be supported by a good
margin during “normal business
cycles, - Moreover, the manage-
ment has expressed its intention
of continuing with the debt re-
tirement program until charges
are down to $10,000,000, which
should  justify ‘a  sound  credit
standing for the road.. There have

From the Associated Press Wash-
ington advices as given in the
‘New York “Sun” it is learned that
Mr, George told reporters that “if
we. come around the' corner in
“January, February or March, and
can see a tentative end to the war,
‘it is my theught that there should
be a horizontal cut in individval
and cornorate income taxes while
we worked c¢n a general revision
of the tax laws.”
vir~e'wnt on to say: %

The press ad-.

amount of tax work during the
spring, but it will be largely &
watter of revising ‘ard making
workable our present law.”

Mr. George repeatedly has de-
clared  that -Congress should be

alert to. changing economic con-

ditiors: and be ready to step in
with downward revisions. of tax
rates when the fighting ceases and
business mwen reed encouragement
‘n recoaverting to prace-time rea
duction. . It is at that time that
¢ would favor a general revisicn

these. .rumors . will = prove . un-
founded,

While the advance in rail stocks
as a group is fully warranted (as
vointed -out above) on the basis
of fundamental values, there can
be little question but that specu-
lative excesses which normally ac-
company a ‘rumor market” do in-
‘ect an  element of ‘weakress
-vhich should not be ignored. The
bursting of such bubbles is’ quite
apt to affect even the part of the

been earnings available for the
common stock in every year since
1936, with an average of over $14
a share in the past three years.
Earnings for 1944 will probably be
around $12 a share.

Laird Biesall & Moods
Rdmits Louis Gikbs

Laird, Bissell & Meeds, Mem-

.~ The: Georgian, whose comimrit-
tee handles 211 revenue leoisla-
tion in the Fenate, emphasized
strongly that the only chance for
any kind of a tax. cut rests on “a
.fortuitovs turn in the tide of
{ighting.” If the end of the Euro-

peace,

ot the revenue laws, tailored  to

Mearwhile, he believes that if
the collapse of Germany is evi-
dent, a2 moderate horizontal cut in
taxes  would be “an evidence of
good faith to the people.” -

market which is fundamentally
reasonably priced.

Many rail men looking at funda-
mental values are impressed with
the fact that Illinois Central has
aoparently been lagging well be-
hind ‘the gereral list.

bers of the New York Stock Ex-
change, New York, announce that
Louis A. Gibbs has been admitted
to general partnership as of Jan.

2, 1945. Admission of Mr. Gibbs
to partnership in the firm was

It is true ‘previously reported in the Finan-
| that dividends are not in prospect | cial Chronicle of Dec, 21.

‘ .uMopn.._
: Géneral. Ls - 1975

SPECULATIVE POTENTIALITIES
Circular Upon Request - ;

McLAUGHLIN, ‘BRIRD & REUSS

Members New York Stock Exchange

ONE WALL STREET ~ NEW YORK 5
TEL. HANOVER 2-1355 TELETYPE NY 1-1310°

-Member of National Association
. of Securities Dealers, Inc.

4 s We wish to purchase, ALL
" SEABOARD AIR LINE
e b Undgrlying Bonds & Certificates

l. h. rOthChild & co. specialists in rails

52 wall street
HAnover 2-9072

ny.cb
tele. NY 1-1293

Arden Farms
Common & Preferred

Province of

"ALBERTA
4s - 4es - 5s - 5lbs

Seaboard-All Florida
- Railway Co.
1st Sevies “A” 6s, 1935 (Bonds)

]

ErnstaCo.

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

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

SEABOARD AIR LINE-
RAILWAY CONPANY
' Oldyana’ New g

Securities

VAN TUYL & ABBE

72 WALL STREET
NEW YORK 5

Interesting Developments
In Pittsburgh Railways

i A lucid and comprehensive ari»
alysis of the interesting complex-
ties of the Pittsburgh Railwaz ¥
Company = system,  inclucing
summation of possible develop -
ments in the near future, has beey
prepared by the Research Depar?.
ment of The First of New York
Corporation, 70 Pine Street, Ne: s
York City:  Copies of this repor?,
in - booklet form, are availab!s
upon request. .

News & Views

In. the current issue of “Nev: s
& Views,” Butler-Huff & Ceo. .
California, 210 West Seventh &:.
Los Angeles, discuss recent d-
velopments in the insurance fie! |,

'with particular reference to sev .

eral specific' issues. Copies
“News & Views” and an interes’ -
ing study of The American Insu ‘-
ance Company of Newark, whic
the firm considers attractive as n
conservative investment, may &.
had upon request from Butle: -
Huff & Co.

. -Bbston &f 1
Albany R.R.

Circular on request

Adams & Peck

63 Wall Street, New York 5

BOwling Green 9-8120 Tele. NY 1-724°
Boston Philadelphia Hartford
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REAL ESTATE
SECURITIES

Primary Markets in:

* Hotel St. George, 4's
Park Central Hotel, 4/:’5
“ (870 - Tth Avenue)
Broadway-Barclay 2's
Chamn Bldg., 4's
London Terrace, 3’
"'Beacon Hotel, 4's -
2 ‘ % * : ®
SHASKAN & CO.
. Members New York Stock Exchange "
Members New York Curb Exchange

40 EXCHANGE PL.,N.Y.. Digby 4-49SP
Bell Tnlalyp- NY [-953

Glenn Elected President
-Of N. Y. Trade Board

' Ely Becomes Chairman—
-New Vice-President

John 'B.: Glenn was “elected
- President of the New York Board
‘of Trade -at a special meeting of
the Directors held on- December
19, at the ‘Board’s Headquarters,
291 Broadway, New York. Mr.
“Glenn. is. President of the Pan
. American Trust Company, and is
-the  first' banker' to be elected
- President in 20 years. Matthew
- G. Ely, President" of “Horace -S.
Ely & Company, who ' served as
the Board’s Presidext during 1944,
was : elected ~Chairman of . the
Board. - Three Vice-Presidents
‘were chosen. . Herman L. Brooks,
“President of Coty, Inc., was elect-
ed, and Ralph E. Dorland, of the
Dow Chemical Company, and
‘Richard V. Goodwin, Vice-Presi-
dent of the Fireman’s Fund In-
demnity Company, were re-elect-
-ed... Other  re-elected . - officers
were: - : :
Harry ~J. Carpenter,
Vice-President, Guaranty Trust
Co. of New York, as Treasurer;
Joseph J. Magrath, Chubb & Son
Assistant. Treasurer; -James J
Clark, Assistant to the President
-of Liggett “Drug- Company, -Sec-
retary; Edwin M. Otterbourg, Ot-
terbourg, » Steindler & Houston,
General Counsel; M, D.- Griffith,
Executive Vice-President, ;
Jesse L. Hopkins, of J, L. Hop-
kins & Company, the oldest living
member of the Board, and its
Treasurer at the turn of the cen-
tury, was elected Honorary Vice-
President. Among the new: Di-
rectors .(elected on December 14
at the meeting at which the Mayor
gave American business a. pro-
gram for reconstruction) who
took their places at the December
19 meeting were: John F. Budd,
Custom House Guide; Howard H.
Hubbard, Underwriters Trust
Company, George A. Krug, George
A. Krug & Company, Inc., Guy L.
Marsters. Norwich Pharmacal Co.,
Peter H. .Petersen, Petersen-
Owens, Inc, G. McK. Roberts,
Tnternational General Electric Co.,
 Inc, William H. Stonaker, Mill
Factors Corp., Howard Welch,
Sperry Gyroscope Co,, Inc,
. Mr. ‘Brooks,  one- of the new
Vice-Presidents of the Board of
" Trade. is President of Coty, Inc.,

and Coty International Corp., as|.

well.as two domestic subsidiaries,
‘the Perfumery & Cosmetics Ex-
port Co., Inc, and Rallet Corp.,

and - a member of the board of
Coty (England) Limited. He has
been President of the Toilet Goods
Association since its formation in
1935,

Second |

41 Broad Street, New York 4

SPECIALISTS

in

Real Estate Securltles
* Since 1929

Sehgman, Lubetkm & Co.

Incorporated
Members New York Security Dealera Associatlon

! l
HAnover 2-2100 |

Real Estate Secunhes ,‘_._I:,: 1

" Chicago -

Since the mceptlon of this column we. bave concentrated on Ne

York City real estate issues.

Beginning next year we hope to depart. from thls procedure and

from time to time publish the results of our mvestrgatlon of srtua{

tions in other cities.

Next to New York, we believe Chlcago has the most numerous

1

real estate issues.. We are in the
process - of = studying several of
these issues and will publlsh the
result of our mvestlgatlon in the
near future.

Post-war, we belleve Chicago
will expand asa shlppmg port, re-
sulting in activity that we believe
will aid its real estate.

Many - of the Chicago issues are
located in-the so-called “Loop.”
The name- is derived from the ele-
vated  railroad which makes a
complete circuit in the downtown
district on ‘Wabash Avenue, Lake,
Wells. and ‘Van Buren ‘Streets. It
is the heart of the downtown sec-
tion.  Within it are located most
of the large hotels, department
stores, .office: buildings; theatres,
etc, Many of these structures are
security for real. estate bond and
stock issues.

Interesting ‘facts about Chicago,
accordmg to Rand McNally; are
that it:

Is the greatest hog’ market in
the world.

Is the greatest cattle market in
the world:

Is the greatest packing  center
in the world. -

-Is the greatest lumber market in
the world.

-Is the greatest furniture market
and manuufacturmg center in the
world.

Is the greatest agricultural im-
plement manufacturmg center in

 the world.

Is the greatest center for the

manufacture and dlStI‘lbuthn
pianos-in:this country

Is -the . greatest
center in the world. ;

Is the ‘greatest gram market 1rl
the world;.. -

:Is the. greatest stove marke m
the world.

Is the greatest rallroad center 1n
the world.

Chrcago ‘has "the largest stock
yards in ‘the world.

Has the greatest- elevator capac-a i
‘| men, ‘have : pressure groups,and

ity in the world.:
Has the largest mining machme

manufactory in the ‘world.

- Has the largest- agrrcultural ima

plement : manufactory m the
world.- . X

Has - the largest mall order
houses in the world. s

Has.  the: greatest retall dry
goods houses in the. world.
+Has. the -largest. cold storage
building in the world.-

Has the largest: art schools m
the world.. . ..

Has' the ‘busiest corner m the
world."; (State and
Streets)

Has the most traveled bridge
in - the -world -{North'. M:chrgarl
Avenue, Boulevard .Link):

Has the finest parks and boule—
vard .system. in the world.

Has the largest library cxrcula-
tion in the United States.”

Has the ]argest percentage of
bank reserves in America, - 7

Has the most complete water
system in the world. A

Upon instructions from the Minister of Finance, Romero Este-
1lita, delegate of the Brazilian Treasury in New York is notifying
holders of all outstanding dollar bonds of the United States of Brazil,
that the period for exercising the option of retaining their bonds, w1th
reduced interest rates, or rf accepting new 30/4% External Dollar
Bonds of 1944 of reduced #incipal amount; but with varying cash

payments, has “been extended
from Dec 31, 1944 through June
30, 1945, The extension applies
to all outstanding dollar bonds of
the United States of Brazil, its
States (other than Ceara), and
Mumc:palxtles, and affects 30 dif-
ferent bond issues. The announce-
ment issued Dec. 27 further says:

“Dec, 1, 1944, coupons from the
new 3%% External Dollar Bonds

may ~be presented for payment

at . the offices of the respective

‘Special Agent:s{ without. letters of

transmittal, but current interest
cannot be paid to holders of orig-
inal bonds until they are surrend-
ered in acceptance of Plan A or
Plan B under- the terms of: the

offer, according to the announce—-

ment.

“Under Plan A, bondholdexs
may keep their exxstmg bonds at
full principal amount, with cer-
tain modifications, mcludmg a
reduction in interest rates to rates
ranging from 1% % to 3% %, a
cumulative sinking fund, and an
extension of maturity dates Is-
suers of the original bonds would
still be responsible for the pay-

ment of interest, sinking fund and
principal. Under Plan B, holders
may exchange each $1,000 bond
for a cash payment of from $75 to
$175, plus $800 -principal amount
of new External Dollar' Bonds in
the case of Federal .Government
loans and . the State of San Paulg
Coffee Realization Loan' of 1930,
and $500 principal amount_ for all
other issues. 2

“Last June, when the plan was
announced; Valentim.-F. ‘Boucas,
member of the Council on :Econ-
3my and Finance; and Claudionor

e S.
eral, who -werespecial ‘represen-
tatives: of the Brazilian Govern-

ment for ‘the external ‘debt ad-"!

justment; stated. ‘that.'the offer
followed discussions with the For-
eign Bondholders Protective
Council, Inc. s fF

The dollar bond -issues, and
their Special Agents from whom
transmittal -letters should be ob-~
tained, follow: . -

U.S. of Brazil-8% of 1921 U S
of Brazil 7%-of 1922, U. S. -of
Brazil 6% % of 1926, U. S. of

.associations’

. tMadlson_

Lemos; -Comptroller ‘Gen- '
First of Boston: Internatmnal Cor-,
_poratron < |

.City of Porto Alegre 8% of" 1922,,
‘City of Porto Alegre 7% %%0f 1926

Venture Capllal and s
~ Real Estate Development

‘By ROBERT H,

ARMSTRONG*

Armstirong and Armstrong, Real Estate, New York City
Realtor Contends That Decline in Business of Bulldmg and Loan Asso-

ciations ‘Is Due Mainly to Lack of"

Venture Capital. * Ascribes This to

Taxation Which Reduces the High Income: Groups Furnishing the Bulk
of Venture Capital and to the Decline in Real Estate Investment Profits.
Urges* That -Building ‘and 'Loan  Associations - Combine to. Erect Large"'

‘Housing Projects and ‘to Engage-in Multi-Family Housing.

As you will note from the program; my topic is WHAT S*\VINGS

"AND LOAN:CAN DO TO HELP THE REALTOR. . Perhaps this title

should. have
been- reversed i i i i
to.read “How
Can the Real-
tor “Hel p

i [-Building and"
'[:Lioans?” How-
|ewv er, rather
than approach

my topic from
the. angle .of

,any partlcular

group, Iwould

: lather, wrth, :

ab out-what
th e realtor: .
p[:and’ the build-,

ing:‘and “loan ..

Robt. H.' A t
together:.can. ; 2 s "m‘

‘do; not ‘only to help each other,

but - to help:* the” natlon and 1ts
economy,
‘For too long, ladres and gentle-‘

propaganda ¥ wrought . havoc, I

| frankly: -believe" -that;.we. need

more cooperatlon-—because if.all

Brazil’ ‘67 é% of 1927 and U S of
Brazil 5% of . 1931 Dxllon Read

'& Co, R
“'State of San Paulo 7% of 19307 ¢

(Coffee - Reallzatxon), Schroder
I‘rust Company, e

-‘State of San Paulo 8%

.St'xte of San Paulg’ 8% .of

State of .San.Paulo 7% of 1926, .]oans is.to make mortgage invest- :

 ments-onthomes. The business of

and State of San" Paulo 6%:

11928, J. Henry. Schroder 'Bankmct

Cor poratmn,
State of Rio Grande do Sul 8

do® Sul. 7% of 1926; Ladenburg;
Thalmann & Co.;

{1 *~ State-of Rio Grande do Sul 7%
| of 1927, 'The Chase National Bank

of the Clty of New York;
“State of Rio Grande do Sul 6%
of 1928, White, Weld & :Co.;" . :
State of Minas Geraes 6% 9 of

: 1928 and State 'of Minas Geraes

6% % of 1929, The National City

"| Bank of New York;

Exlend Time for Holders of Brazil Bondsto:

; Bankers Trust Company; -

Exercise Option to Retain or Exchange Them

- State of Maranhao 1% of 1928

State .of Pernambuco 7%
1927 White, Weld & Co.;

State of Rro de Janeiro 61,19_%
nf 1929, City Bank Farmers Trust
Company,

State of Parana 7%
Chase National Bank of the City
of New York;

State of Santa Catharma 8% of
1922, Halsey, Stuart & Co., Inc.;

) C1ty of Rio de Janerro 8% of
1921 (Federal 'District), Dlllon
Read' & Co.;

City of Rio de Janeiro 6% of
1928 (Federal District) -and-City
of Rio. de-Janeiro-6% of 1928
(Federal District), White, Weld &
Co. and . Brown . Brothers Haul-
mdan & Co.;

City of Sao Paulo 6% of 1919
The Chase National Bank of the

<Citv of 'New-York:

City of Sao Paulo8%. of 1922
City Bank-Farmers Trust Co.; :
City of Sao ‘Paulo 61 % of 1927

AR C
P Ak TR

and City of Porto Alegre 1% of
1928, Ladenburg, Thalmann & Co:

1« Dillon, Read & Co. has been
‘named by the Brazilian Govern-

ment to make payments of 12% of
the principal amount.to.-holders
of State of Ceara. 8% Bornds of
1922. The National. City Bank: of
New Yotk will act as' depositary.
under the new general bond. -

'I'to- “place

5¢ 1921 and. State of Rio Gxande; homes.

of 1928, The

| of us just pursue our own ‘ends

for our own purposes, there is no -

~|'doubt but that we:shall be lost

economically, as ‘was France po-
litically. So,:in the:few minutes

.| assigned ' to ‘me, I-intead to-talk . y
-.+/;on-what -the. building ‘and.. loans:

and the realtors can .do. for the .
nation,-and mention but a few of

 the basw fundamentals that will

affect' real estate (that is,, your

business and mine)  for the next :

decade or two.
“The problems that are gomg to

_confront all of us in the post-war '’

years, are going to be even more .

; tlemendous than the problems of
“war.- Many 'of the principles that' .
| have: governed real estate use and -

value in the past have. recently

‘taken: ron: a.. different - meaning -

than- they had formerly—or, have .
become outmoded altogether. .
--While the -depression .of  the.
thirties tended to accelerate many
movements-and.trends, the war |

‘years have,: in:effect, telescoped - -
-time. - Those things whlch might
‘normally -have taken ‘placeé over .
= | the: course..of ’several , decades,
‘have. already: occurred
'short span’ of' but. a. few years.
-|'The economic cyclone of a boom,

in- . the :

then a depression, and.now-a war,
is not going to leave us unscathed;

so'we-must begin to reorient our—"" i
‘| selves in the light of changed eco-":
.fnomic conditions.

The business of 'huilding ‘and

the realtor‘in this" connection is"
mortgages - .and- ~sell
And .whether "we like- it
or-not, ‘the steady and massive en-~

‘croachment of the 'state in the

economic-domain has come ‘about

-because. we are now -beginning to

realize that it is the government’s
business ‘to.see that: its citizens

are provided with jobs, and.ade-

quately clothed, . and.. fed - and
housed. :

Our dilemma of the 1930’s came
about because we could no longer
rely on .old principles‘.a_lone. S0 .
all of us must ‘take on new re-
,pcnsmrlmes as we face the fu-

£l -ture that is to come.

As you all know, our ﬁnancxal
institutions in recent years have
been, on the whole, in a very good
state of health. That is, as far as
their asset growth has been con-
cerned, The main difficulties have

| been found in the lack of good

mortgage- applications.
Now, if building and loan so-

| cieties cannot find sources of in-

vestment in homes, they cannot
increase their income-—and nei-
ther can there be very much of

‘a business in selling new homes

and placing mortgages on them,
The overall result‘of the lack -

‘of demand for mortgage funds has

placed lending institutions in a
position similar to that of a man-
ufacturing . concern - which - has
products to sell by the thousands -
in*’its ‘store“rooms ‘and on its-

| shelves,’ but no customers. So- it
‘must‘now be asked "Why no cus— =

tomers" i

- Briefly, the reason’is that thereV Gl

has ‘been "a" certain .imbalance tin *
the supply of venture capital and -

'mortgage capital. For homes -and.

apartments 'to be built; there must ~
be " both—-ancl a lack of one w1ll,

**An address by Mr Ar mstrong
‘before . the New York.: State
League of Savings and-Loan In- .,
‘stitutions; at.the Hotel Waldorf— .
Astoria, Dec. .16, 1944 i

(Contmued ‘on page 2827)
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. Reporis: on Trends in: Governmenl Fmance

: League of Nations Bulletin Shows Increasing . -
.:Currency Issues and Rising Debts

Significant trends in-wartime public finance' are-illustrated in
the November issue of the “Monthly Bulletin of Statistics”. just.

published by the League of Nations’ Economic:and Financial De-

partment at Princeton, N, J.

Public Finance
A diagram comparing developments during the two  world. wars

shows that in both Great Britain
and © Germany. a . considerably
larger proportion of total expendi-
ture has been covered by tax rev-
enue jn this war than in the last
war. . This also holds true, though

in a less pronounced degree, for|

Canada and Australia, and indeed
for the United ‘States, too, during
the . comparable - periods’ of = her
active- participation in the ‘two
..wars, and for France, whose met-
- ropolitan territory;. however, was
not . actively engaged . in. war
operations from the middle of 1940
to the middle of 1944, 5]
. Neutral Sweden and. Switzer-

land, on the other hand, ‘have |

this time: covered- a- substantlally
larger’ proportion - of - their: total
budgets, including heavy defense
expenditure; - by . berrowing .on
other - non-tax- revenue and.'so
have ‘also - the: Netherlands. and
Denmark, both neutral in the last
war . but. occupied in ‘the present
" war ‘and forced-—as was France—
to pay heavy: ¢ontributions to the
" occupying power.

“ A table itemizing the tax rev-|:

“enue year by year from 1938-39 to
1944-45 in 13 countries reveals the
changes made in the natighal tax
structures ‘to-meet the exigencies
of war-time finance, e.g., through
imposition of excess profxt taxes.
-kindred surtaxes on income’ and
consumption taxation in various
“ forms.

* Customs  revenues have ~in-
creased in the United Kingdom
by 150%: in Canada by 70% to
80%, and in the United States by
35% up to 1943-44, but are ex-
pected to fall off in 1944-45.
Sharp declines in customs: yields
have taken place, on the other
hand. in France (—90%). Japan
(—175%), Sweden (—50%), the
Argentine . (—50%), Brazil
(—35%), and 'Australia (—35%),

while collections under this head- | 350,

ing have remained fairly constant
in the Union of South Africa and
m New Zealand,

. A seconad special dlagram shows
that a significant shift in the com-
position of public debt has taken
place as a result of the increased
short-term "borrowing during the
war. " Thus, in most. of the Euro-
pean countries for which adequate
data are available and in - ihe
United - States as well, the per-
centage share of the consolxdated
debt in the total public debt has
shrunk since 1938-39.

"By 1943-44 the proportion rep-
resented by the floating debt had
- reached 76%..in Turkey, 70% in
France, 59% in Denmark, 57%: in
Germany, 04% in leand 40% in
Belgium, . and” the Netherlands,
. 21% in the United Kingdom, and
25% in the. United .States .and in
Sweden,’ he - .proportion - of
~ short-term. debt remained practi-
cally unchanged in Switzerland.at
about. 27%  and. in .Canada; the
Union of Scuth. Africa. Austraha
- and New Zealand at 10% to 15%.

Japan reports. practically - the

whole, of” its pubhc debt as con-
. sohdated ’

Means of Payment 3

' .The amount. of notes in circula-~

tion is still increasing unchecked

5 . - Period. Covered -
Pig Iron -*

' United States
" Canada

Steel :
. United States
. Canada
Copper’

Umterl States
‘Canada
Zine
‘United Stetes .
Canada
Nickel
Canada

‘Switzerland’s

- Jan.-Sept.

i Jan.-Sept.

| Jan.-Sept.

Boston Terminal Has
Appreciation Possibilities

Boston Terminal 3%s of 1947
are bonds with appreciation. pos-
sibilities via reorganization and
back interest, according to' R. F.
Gladwin & Co., 115 Broadway,
New York City. Interesting de-
tails on this gituation may be had
from R. F Gladwin & Co. upon
request

Firm’ Name to Be. Rii:hard.‘s;
Heffernan & Benedict

H. Guion Benedict; ‘member: of
the. New York. Stock. Exchange,
will become a partner in Richards,
Hume- & Heffernan, 14 Wall Street,
New York City, members of the
Exchange, on Jan.. 1st, and- the
firm name : will: be . changed to
Richards, Heffernan: &:Benedict.
Mr. Benedict has been an-individ- |

-ual floor: broker, and in.the past

was a partner in Richards, Hume
& Heffernan, /

m~all’ parts of the world. :By the
end of October note circulation in
the ' United " States . had . .reached
324,387,000,000  and . in.:-.Canada
$1,012,000,000, - increases of 27%
and 21%), respectively, since Octo-
ber, 1943. In the United Kingdom
note circulation in October: had
reached £1,164,000,000, an increase
of 16% over October 1943,

In continental Europe the same
‘general trend is apparent. Fig-
ures for the latest months avail-
able in 1944 compared with the
same month in 1943, show the fol-
lowing  percentage " increases  in
note circulation: - Rumania, 73%
(June), Hungary, 70% (August),
the Netherlands 54% (August),
Denmark 41% (September). Ger-
many 39% (September), France
(June), Belgium 26% (Au-
gust), “and' Portugal 23% (Au-
gust). !

Neutral Sweden and Switzer-
land show the smallest percentage
increases during- the past year of
all “the countries . covered, with
Sweden’s note circulation increas-
ing by only 9% (September). and
by . 14%: . (Sep=~
tember).

A significant increase of’ 81%
in note circulation in Japan dur-
ing the 12 months ending Septem-
ber, 1944, suggests a rapid accel-
eration of the pace of mﬂatxon in
that country.. :

Production .
Iron and ¢teel production in the
Umted States and Canada in' the

course’ of the summer: and early'

autumn has fallen off-a little from
the ‘top levels' reached - in the
spring of this year. Output in'the
tirst nine of ten months; taken as
a whole, however, equaled or ex-
ceeded: that- of.the correspondmg
months of last year:  Production-
of. certain non-ferrous’ metals, on
the other hand, has been reduced
below . last year’s = volume, . as

shown herew1th
* Thousands of Metrlc Tons
1943 p 1944

41,631
1,372

Jan.-Sept. 42.447
1,408
617,225
2,031

67,736
2,030

Jan.-Oct.
Jan.-Sept.

819
169

898
. 168.

Jan.-Oct.

T o33
- 96

225
Jan.-Sept, - 1156
693
115

T34
146

Jan.-Oct. .
Jan.-Sept.
95

-Jan.-Sept. . 99
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-Slﬂs ‘Market Forecasts

Alfred Cowles Finds That a 40-Year Record.Shows That
They Fail to Disclose Evidence of Ability to Predict Suc-
cessfully the Future Course of the Stock Market.

-Writing in the July-October issue of - Econometrlca ” a'magazine
y dedlcated to the advancement. of economic theory in relatlon to sta~

LSLICS “Aand matfnemancs, - Atrey
Cowles, of the Cowles Commission
for: Research in Economics of the
University of ‘Chicago, 'makes a
statistical and analytical study of
therecords of eleven.of the lead-
ing .forecasters -of ‘stock market
fluctuations. for the past 40 years.

" The method used by Mr. Cowles
in 'this -analysis. was for each of
iwo-readers to grade the forecasts
mdependently according to the de-
Iree ‘of bullishness or bearishness
whlch he thought. they. contained.
The average of the. two ‘inter=
pretatlons ‘was-used as:the basis
for computing the record. "It was
assumed’ that: the reader, if the
forecast ‘was 100% bullish, would
invest all of his funds in the stock
market; . if the forecast was 50%
bullish, he would put three-quar-
ters of his funds in stocks; if. the
forecast was doubtful, he would
put half of his funds in ‘stocks; if
30%  bearish, one-quarter in
stocks; and if 100% bearish, noth-
ing in stocks. The forecasts thus
tabulated have been tested in the
light' of the fluctuations of the
stock market as reflected by the
Standard & Poor’s average of 9C
representative common stocks. T{
the forecast is 100% bullish -and
the . market rises 10%, the fore-
casting ‘score is 1.10. If the fore-
caster is doubtful, the score is
1.05, - reflecting - one-half of the
market. advance, on.the assump-
tion that the investor, being doubt-
{ul, would place one-half of his
funds in stocks.and hold one-half
in reserve. 1f the forecast is- 100%
bearish, the score is 1.0, regardless
of .the subsequent action of the
market, on the assumption that
the. investor  would" have with-
drawn all of his funds from the
market: If the forecast is' 100%
bullish, -and' the ' market drops
10%;, the score is’0.90, and ‘if the
forecast is doubtful and the mar-
ket drops 10%, the ‘score is 0.95.
The compounding: of the:weekly

'scores: foreach agency- gives its

forecasting. record for the whole
period:. .. These results are com-
pared w1th a figure representmg
the average of all possible’ fore-
casting results, arrived at.by com-
pounding oneé- half of the percent-
age change in’the level of the
stock -market for.' each penod
which hereafter " for, convenience
will be referted to as the “random
forecasting record.” The results
presented, called the “index - of
nerformance,”.” are . derived by
dividing 'the “actual --compounded

random forecasting record  re-
ferred to above and subtracting 1.

The -eonclusion Mr. Cowles
marized as follows:’

financial neriodicals and servire«
since 1927, cver -periods varying
from 10 to 15% vear< fail to dis-
close evidence of ability to predict
successfully the future course. of
the stock market.

(2) Of the 6904 forecasts re-
corded during the 15%-year pe-

record of each forecaster by the|

draws from  the study is’ sum- |

(1) The records of 11 leadmg‘

riod, ‘more" than':four times -as
many ‘were bullish as bearish, al-
though more than half of the pe-
riod “was-occupied by bear mar-

kets, :and stocks at the end were;

at only’ about: two-thirds .of then
level at the beginning.

(3)"The 'record of the forecast-
ing- agency. with-the best. results

for ' the’' 15% » years 'since ' 1927,
| plants in four states, which will in- |

when tabulated back to 1903, ‘or
the-40 years showed results 3.3%
a year better than would have
been secured by a continuous in-
vestment in the.stocks composing
the “Dow-Jones - industrial aver-
age. 'Under present laws the capi-
tal-gains tax might wipe. out most
of - this- advantage. While pros-
pects for the speculator are, there-
fore, .not particularly alluring.
statistical * tests ~disclose positive
evidence - of structure in . stock
prices which indicates a likeli-
hood’ that whatever success. may
be claimed for the very consistent
10-year record'is not entirely ac-
tidental. A 51mple application of
the “inertia” principle, such as
buying . at turning points in the
market after prices for a month
averaged higher, and selling after
they averaged lower, than for the
previous month, would have re-
sulted in substantial gains for the
period under consideration,

bdditional Promotions
By Stock Exchange

Emil Schram, President of the
Exchange, announced on Decem-
ber - 18 the  following  additional
promotions in the executive staff
of the Exchange:

“George A, Cuff,  Assistant
Treasurer, has been appointed
Chief" Exammer and will.directly
supervise the Exchange’s. staff of
field - examiners. = He 'has’ been
connected thh the . Exchange
since 1928,

““Ronald R. Westwood Assxstant
Treasurer. has been named Assist-
ant Chief Examiner.:, He has been'
with 'the Exchanece since 1928,

" “Leonard G. Bedarf -has been
made - Assistant, Treasurer, . He
has been w1th the Exchange since

1926

: Attractive Situations

.Ward & Co., 120 Broadway, New |
York City, have: prepared circu-
lars on several ‘situations whicl
currently. offer attractive .possi:
bilities, the firm believes. Copiés
of these circulars, on the follow-
ing issues, may be had from: Warc
& Co. upon request:

Du - Mont TLaboratories “A:
Merchants Distilling; General In-
strument; Great American Indus-
tries; . Massachusetts Power - &
L}ght $2 preferred; Maiestic Ra-
dio; Magnavnx.Corp.; Electrolux:
Rrockway. Motors: Scoville Mfg.:
Bird & Sons: Cons. Cement “A”:
Riley Stoker: Alabama Mills, Ine.:

Amerfgan Fardware, and H. & B.
American Machine,

NOTE—From timetotime, in this space,
there will appear an article which we hope
will be of interest to our fellow Amertcans.
This is number sixty-eight of & series. |

SCHENLEY DISTILLERS CORP., NEW YORK

. And Food For Thought

" Thousands of tons of grain liter-
ally pourinto Schenley’sdistilleries,
then thousands of gallons of alcohol
for war purposes, made from this
grain, pour out of its distilleries.
And then, later, thousands of tons -
of cattle ‘and poultry feed, made -
from: this same grain, pour out of -
the distilleries to go back to the
farm areas where the grain was
grown. Sounds like a complete
cycle, doesn’t it? - ok
You see, a very large portion of
the grain used in making either
-war alcohol or beverage spirits or
whiskey is ‘‘recovered”’, because -
only the starch content of the grain
is actually used in the distillation -
process. After the starch has been .
taken out, the grain is processed
into just ‘the finest kind .of high- . -
protein feed for dairy cattle, hogs -
and poultry. :
Rxght now, Schenley is expanding

installing : new " equipment ‘at. its

crease feed production to approxi- .
mately two hundred. forty-four -
million pounds, yearly. All of which
isimportant to the farmer, because
shortage of feed means shortage in
his ‘production-of the country’s
basic foods: milk,. meat, poultry i
and eggs.

And here is something else worth-
while remembering: even when the
beverage industry is producing
alcohol at top capacity for vital

/| war purposes, these aicohol require~

ments consume only about 2%, of
the nation’s grain supply, and.
about one-third -of this ' grain is"
subsequently converted into farm -
teeds. -

Surprising?.

- MARK MERIT
of ScHENLEY DISTILLERS CORP.

-| FREE

—Send a_ posteard o lztter to
Scheniey Distiliers Corp., 350 Fifth Ave.,
NOYL I, AV Yy and you will recetve
a bnurelcl containing reprints or earlier
articles on various gubiects tn this series.

Wm. Titus Jr., V.-P.

‘of F. J. Young Go.

William - A, Titus, Jr., who has
been placed on inactive duty after
two years service as a Lieutenant
in the U. S. Naval Reserve, is re-
turning to F. J. Young & Co Inc.,
52 Wall St., New York Cxty, as
a Vice- Pres1dent Mr. Titus served
as Provost ‘Marshall and Security
Officer at the United States Naval
Air Station in Grosse Ile, Mlchl— :
gan.
 Prior to entering the servxce
Mr, Titus had been. prominently
identified with secunty trade as-
sociations, having been.a director : .

‘| of 'the Security ‘Traders:. Associa-
{tion of New York and a:governor.
jof the New ‘York Security Dealers

Association.- In-addition, he was
formerly - a -director 'of Claude °
Neon Lights. Inc., and of the

1Scullin “Steel Company of St.

Louls

Attractive Investment

The Public National Bank and
Trust Company of New York of-
fers an attractive investment, ac-
cording to a memorandum of the
Sept. 30, 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. e id

its- facilities for grain recovery—. .
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01\10: Municipal Comment

undertone.

move somewhat higher.

the -end ' of
‘The period of
the.Sixth War
-Loan has been
no- -exception,
despite the
fact ‘that at
~ the outset of
this latest
“drive few
opinions were
heard that it
"would .be' as
- well" received

previous loans
—not to say
| that probahly
J. Austin White very few . in-

vestors ex-
pected, at the start, that the Sixin
Loan would be so heavily over-
subscribed.

The current strength in mu-
riripal prices is the more sie-
nificant in that only a - week
intervened between the close
of the War Loan drive and the
Christmas holidays. - Despite
the fact that the drive carried
practically into the holiday sea-
son, and - the year-end period,
tne Ohio municipal market  is
more active, at shghtly higher
prices.

Recent Sales Indicate Strength’
of Market

A few recent sales demonstrates
this strength in prices.. Perrys-
burg - School * District, in ' Wood
County adjacent to. Toledo, sold
an issue of $387,000 due from 1946

i through 1968 as 14s at a net in-

cost: of = approximately
Columbus School District

terest

‘| sold $174,000 due 1946-55 as 1s at

a net interest cost of .91%. Cuya-
noga Falls School District sold
$225,000 due 1946-65 at a worth~
while premium for 1%s.

/" The Perrysburg and Columbus
scheol  sales ‘represent about -as
high a price as such issues have
ever brought in Ohio.  The price
at.which, the Cuyahoga ‘Falls issue
sold  probably represents an all
time high for an 1ssue of thls cate-
gory.

Yet all three issues were quite
well . received -when " reoffered,
despite the fact that in some cases
the top bid for the bonds repre-
sented a sizable cover over. the
second bid, and also despite the

- | fact that reoffermg of the bonds

was made just before the Christ-
mas holidays.” But there is al-
ways a keen interest among Ohio
buyers for bonds of the character
of Perrysburg School District. The
market Has been barren of any
bonds of such character for some
months, and the continuing strong
appetite among investors for such
names is indicated by the recep-
tion-this issue received. Colum-
bus is enjoying well merited fav-
orable consideration among -mu-
nicipal - buyers over the nation,
and obligations of the school dis-
trict are both scarce and of high
quality. . The favorable reception
given the Cuyahoga Falls school
bonds can be ascribed largely to
the general demand for munici-
pals.

The success of these offerings
speaks well for the underlying
demand for Ohios, and augurs
well for the prospects of more
activity after the holidays. .

Possible Large Cincinnati
Revenue Issue
Recently there has been talk of
a possible large issue of Cincin-
nati gas and electric revenue
bonds that could run into many

millions of dollars. The SEC has

just decreed that the Columbia
Gas and Electric Co. must divorce

[]

By J AUS’hN WHITE

" The Ohxo mun1c1pa1 market contlnues to demonstrate a strong
Quiet- strength. of prices .was apparent: tomugz,out the
Sixth War Loan drive and during the pasi week or two. prices have

. Tt is interesting to note that in each War Loan drlve to date the :
Ohlo municipal market has held quite firm and p11ces have rlsen

as ~ were the]

s.owly toward A e

itself from the. Cmcmnan Gas and

each drive. !Eiectrlc Co. (and from the affili-|

ate ‘serving the. -northern. Kén- |
tucky communi.ies just across the
river, the Union, Light.Heat and
Power. Co.).. .. As.a natural:result
of this.decree; there is. some talk
that the City of Cincinnati should
buy'the Cincinnati Gas'& Electric
Co., of course, with the proceeds
from’ the sale of ‘a mortgage rev-
enue bond issue. "

The talk is simply in the f1rst
stages as yet,/and apparently..is

bemg given its- greatest-impetus, |

.o date, by one of the local poli-

tical partles the Charter: group.|.

The - governing officials of :this
group are advocating that the City
of Cincinnati investigate the. ad-
vantages and disadvantages:’ of
municipal  ownership . of the - Gas
& Electric . Co.,
tives in city councﬂ of this group.
have introduced a resolution; to
make such an  investigation
(which investigation the chairman
of council’s finance committee: is
reported to have 'stated would
cost the city $100,000):. "

There is no public: demand{
for municipal owaersmp, .
Jeast not at present. :
there any public drssatlsfactmn;
with the service given by the
private company, nor: with the;

rates charged by the companv,\ ;

Mcreover, Columbia - Gas
Electric -officia’s are* reported.

to have  decided to -distribute

Columbia’s holdings ‘of Cincin--
nati- Gas and Electric stock to..
Columbia stockholders, . .-

It is hoped that any further dlS-
cussion of municipal ownérship. in
Cincinnati will not be-allowed.to
drop inté political harangue. = ¢

Ghio Humicipa!
Price Index

Date— - s
Dec.. 20, 1944__ 1.34%
Dee, 13 1.
Dec.. ' §
Nov 15
Oct, 18
Eep. 13
aug. 15
July 12
June 14
May 17
April 12
Mer, 15
Feb. 16
Jan. 19 1.
Dec., 15, 1943__ 1.42
Nov. 17 il 1)
Jan. 1 42.4:83
Jan. . 1,1042__°1.72
Jan, 1,1941_. 1.88
Jan,' 1,1940.. 2.30
Jan, "1, 1939..:2.78
Jan. 1, 1938.. 2.98

‘#*Composite index
lower grade ‘bonds.

Py
2
R ) T
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for 20 bonds.‘fﬁio
£10 high grade bonds.

‘§Spread - between hxgh grade and lower } ;
“204;14% for the year-#nded Dec. .

grade bonds.-
Foregoing .deta compxled by J A thte
& Co., Cincinnati. ¢

Cleveland Exchange
Nomma~mg ﬂommlt*ee

CLEVELAND, -OHIO:~— Rules
and arbitration ‘committes of ‘the
Cleveland Stock Exchange reports
that - Russell ‘I. Cunningham -of
Cunningham & Co., president. of
the exchange; Edward E. Parsons
Jr. of Wm. J. Mericka & Co., and
Lloyd O. Birchard of Prescott &
Co. have been elected as the nom-{-
inating committee to select candi-

dates for offices of the exchange..

Situation Looks Good )

Wellrnan Engineering Company. |
offer_s interesting possibilities ac-
cording to a circular issued -by

Wm. J. Mericka & Co., Inc,, 2¢]:

Broadway, New York City, mem-
bers of the Cleveland Stock Ex-
change. Copies of this. circular
may be had from the flrm upon
request

and. representa-.

{'Railway ' Co;
&1 Prior to that he was’
Nor s

- Qhio Brevities .

" Dr! Lconard Spangenbere Vice- Presrdcnt of Babsons Statistieal

" Organization, Wellesley Hills, Mass.; told a’ Babson:Field Conference -

at' Cleveland that the “volume of busmess acuvity in Cleveland is
holdmg well above normal and the underlying trend is sull upward,
This is in direct contrast to the basic trend in-most major ciues, 1n-

ness volume so far this year was
reached in June. However, a pro-
jection.-of present. trends -indi-
icates' that' anosher new peak is
\likely to be witnessed this month.
c Comsumer- spending here “auring

i the holiday ‘season now  c¢an be

‘onpected 10 set. a new record

moderately above last year's hig.’
‘Ievel )

. “Inasmuch as we are expect-
. ing - business natwnally to- fall
_;‘between 5 and 10% during. the

first ‘half of next year. it can
“be seen that Cleveland business
relative to the rest of the coun-
‘try will be excellent,” he de-
clared

#

Waid" V. Clalk p10m1nent in
Cleveland business and banking
‘for a number of years, has.been
appointed  Controller " of . Thew
Shovel Co., of Lorain; O., Presi-
dent F. A: Smythe announced.

‘Mr. Clark: left the post of As~
51staqt to the President of Glenn

L. Martin* & Co.,* Baltimore, t0
take his new position. Before go
ing -to” Martin ‘he was employed
for five years with the Cleveland
in various official
capacities.
associated  with: Union ' Trust Co,
‘Cleveland, and latér was aciive in
the hquldatmn of the Guardran
Trust Co !

McDonaId & Co,

the underwriting: group that of-
fered: 60,000 new common shares
of Thompson ‘Products, Inc;
prlced at. $47.50 per. share.

- The’ company announced nego-
hatlons are in. progress - for- the
vurchas=. of - land .and- building®

‘compr.sing -the ‘company’s “plant

in Euclid; Cleveland -suburb, now
teased . to. Thompson rAircraft
Products Co, by Defense Plant
Corp

Net proceeds will be added
to' funds available. for : general
“corporate ‘purpeses.” Thomps~n
:Preducts intends to make sub-
“'stantial . expenditures. for pnr-

“{. chases of machinery and equip-

ment’ for ' the manufacture - of
* néw products. enlarging pro--
ductive capacify and effectmg

|- cost savings.

Outstanding  furded  debt ard

”-_ capitalizaiion ' as -of -last. Aug.

and after giving effect to this fl—

‘nancing, will consist-of $2.700,000

notes’ dated. Feb. 24. 1941, pay-

| able to* banks maturing in equal
erinval ‘instalments of $459.000"

45.000 shares of 5% cumulative

preferred stock, par. value $100°

and 359.737 shares of no par com-
mon-stock. -
Net ' profit amounted to $2.-.

- 31, 1943, _compared with $2,051,-
417 for .1942." For the eizht’
“months ended Jast Aue, 31, net
|7 profit was $1.474.869; total cur-
‘| rent assets $21.479,198 and lia-.
- bilities. $9,472,694.

Thompson manufactures and
sells a wide range of engine and
other parts of ‘automobiles, truck
tractors. and ' motorized military
equipment:: parts and accessories
for aireraft and aircraft engines:
parts’ for. marine and industrial
ensines’ and, at present certam
ordnance items.

Ball Burge & Kraus of Cleve-
land was a member of the Gold-
man, Sachy & .Co. group ‘which
nffered to dealers approximately
1.100 .shares of Cleveland Trust
-Co; . stock at 207%, ex- d1v1dend
$2.50. 5 e

Edward E. Helm, district s~les
manager in Philadelphia for. Re-
liance Electric & Engineering Co.
since 1928, is- the new: general
snles manacer of the company,

' Presxdent James W Corey .an-

cludmg those with a large concentration of war contracts.
“The peak "IN CleVeiaad pasi=o— —=—

‘mounced. He has been wuh Reli~
arnce since ‘graduadcn from Penn-
sylvania. State College - in 1924..
Kenncth S, Lord, . another Reli-
ance veteran who served as'chief:"
‘of the electrical section of WPB’s’
'tool ‘division during 1942-43, was
‘nemed-to succeed Helm at Phlla-
delphia.’
H B %

* Central 'National Bank,’ thn‘d
'largest ‘in. Cleveland, : has an-
-nounced that Loring L. Gelbach;

~li'Vice-President in charge of loan’

‘adminisirat.on,  will - be ' made
| President -of ‘the  bank next
' month, succeeding Brigadier Gen-
ieral” Benedict Crowell, who is to’
be made Chairman of the Execu-

i Clevelénd‘
‘and, Smith, Barney & Co. headed

t*ve  Committee of the Board of
directors. -

John C. McHannan, Chairman

of the Board, in a statement “on
the changes, sald Ly

“Because of the pressure of
duties, General Crowell has asked
us to relieve him of the activities
of President upon ‘the expiration
of his term of office in January,
and we have .asked him to take'
the position of “Chairman -of the
Executive Committee, A¢cording-
ing to our plans, Gelbach will be
made President :at the ekpiration
of General Crowell’s present term .
of office. ;

“The bank ‘has enjoyed perhaps
its greatest period ot growth since
General:- Crowell .. joined us  as
president in’ 1938, and it is with
a feeling of success and gratuude
that' we accede to his wishes in
relieving - him of administralive
respons bilities in order to have
him continue. with us 1n the: new 3
capacity.

We are very heppy havmv in
Gglbach, a man whose experience
in the barking field has:been @
sreat ‘contribution to our growth;
He is perfectly qualified ‘to -as+
srme. his share:in the leadership
of this bark.,” he said.

Mr. Gelbach came to the- bank
in September, 1938, having been
elected a director and member of
the, execufwe and -frust’ commit-
‘tees 'in. 1937, Before coming to
Cleveland- as’ manager of the Re-
construction Finance Corp.s ‘local’
loan agency, he had been cashier
of the First National Bank of Ell-
wood Clty, Pa., and assistant chief ' .

| examiner. of the R.F.C., and had

helped .establish the Vlrgm Isl-

| ands. National Bank, Virgin: Isl-.

'nds, as'well as workmg on/bank—
‘ng ‘metters also in Puerto Rico.
Je was born"in Butler County; ..
23., in 1892, attended Penn' State

“ollege: and served in’ the Army

luring the last war.

Otis & Co. was a member of the |
winrino svrdicate that bid 100.73
for $274,500 City of Kansas'City,
Kan., general " obligation  bonds, -

1954. Bonds ‘were reoffered to

Northern' Trust: Co.. of  ‘Chicago"
was; second w1th a bld of 10069
q. ) #

An underwrxtmg group of Wm
T..Mericka & Co. of. Cleveland,’
Fox, 'Reusch & Co., Cincinnati,
and. Ryan, Sutherland & Co. of
Toledo, " was’ awarded -$280,000
Cuyrhoga Falls, O., 'school. district
1% 9% bonds on-a bid of 100.30.
The bonds," due ‘Nov.'1,71946 to

©11965. were reoffered to- yield 70

to-1.50 per cent.

Stranahan, Harris & Co: of To~ ;
ledo, was- second; bidding 101.37
for'134s and Pohl & Co. and. as-
sociates of Cincinnati, - -placed
+hird 'with a ‘bid of 101 31, also
for 134s.: . )

* ‘Mericka, Fox; Reusch and

Pohl & Co. were successful bid-"
" ders for $500.000 2 ta 214 water-

works honds: of Bucyrus, O.,:
due 1954 to 1973. 'Bonds are’
optional in 10 ‘years ‘=t - par..

. (Continued on page 2824)

»~tfine from December, 1945 to |

vield : from' 40 to -.90 “per cent:
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,mg cut back and this reduction
,will * rapidly continue  through
1945, kven those railroads and
,industries which expect to bene-
. fit from a long war with Japan

. will be disappointed.
i 3. The reconversion of indus-
| Jtry from war to peace business
. will increase during every month
Lof 1945, Furthermore, time re-
iquired for reconversion will not
i be as great as most people believe,
4, Inventories quoted at their

i price values, rather than volumes,

i will contlinue, as a whole, .during
1 1945 about ag during 1944. : Raw
¢ material piles will be larger, but
- manufactured goods will be
-smaller.
5, Population increases in the
" United States during 1945 will be
about 700,000, but the birth of new
babies will fall off somewhat.
Retail Commodity Prices .

6. Rationing, will continue
through the most of 1945, During
the early part of the year, I expect
10 see further restrictions espe~
<ially in connection with meats,
<canned goods, ete. .

7. The retail. prices .of most
mecessities and some luxuries will
be higher during 1945 than at

present, The prices of some of the

Tuxuries, “such -as furs,: have ala-
ready collapsed.

8. Steel prices of goods needed
for peacetime manufacture should
be a little higher; but prices of the
heavy war goods will decline. This
applies also to the heavy chemx-
<als.

9. The wholesale prices of raw
materials in general may decline

. «during 1945, but most consumer
goods will hold -firm  or sell.at
‘higher prices. For both gasoline
tand  bituminous coal, there may
be price concessions.

1110, The great question mark of

11945 will be how, to whom and
‘at what price the Government will
.«lispose of its billions of dollars
"worth of unneeded supplies.

: Farm OQutlook

i 11, The weather will be the
‘wreatest factor in farm production
‘zand ' prices ' during 1945,  The
iweather. has been exceptionally
‘good on the whole for the past
“few years; but sooner or later we
~will have a severe drought or an
'earlv freeze.-

v 12, Pending -a weather upset,
‘more bushels of corn and wheat
~and more bales of cotton will be
yaised in 1945 than ever before in
-our history. Although some prices
"may slide otf, the total farm in-
“come - for the flrst half of 1945
:should hold up

i 13, There should be a 15% de-
«cline in hog slaughter and a 5%

increase in cattle slaughter.

14, Dairy products will continue
“to increase both in volume and in
price. I am forecasting at least a
3% rise in volume.

15. Farmers will start in 1945 to
‘work again for legislation on their
parity program, due to fear of a
«collapse in all farm prices after
1he war.
e Taxes

16, Taxes will not be increased
uring 1945 and some will be re-
«luced; in fact, some nuisance taxes
will be eliminated altogether.
¢ 17. The Federal debt will con-
tinue to increase during 1945.

18, Whatever is done  about
‘taxes, the cost of living will con-
tinue to rise during 1945.

19, Providing jobs for returning
soldiers will be the big political
football of 1945, I am not now
prepared to forecast what will
happen in this connection.

- 20. Through a coalition of Re-
publicans and Conservative Demo-
crats, we should have a “do noth-
ing” Congress during 1945,

Retail Sales

21. The volume retail sales will

show a decline during 1945, Prices

of ladies’ apparel and general lux-

uries. will - suffer," while grocery |

sales should be hlgher

22. The total dollar retall sales.

should be about equal to 1944 with
an increased demand for woolen

and cotton. textiles for civilian use.
23. The*best cities for 1945 busl~-

ness should be:
Altoona, Pa.
New York‘ N. Y.
Cleveland, Ohio
Davenport, Iowa
San Jose, Calif.
Wichita, Kansas ‘
24. There will be a great stam-
pede in 1945 to get rid of the
make-shift ersatz . goods- which
have been made to take the place
of good merchandise. Thus, 1945
will witness many - “mark-down
sales” of unrationed ‘merchandise.
25. Wise will be those manufac-
turers, merchants and.consumers
who 'realize that post-war. com-
petition will be terrific and, there-
11’%2%. w:thhold purchascs untxl

Foreign Trade

26. The United States will own §

tlas\)ler 50% -of the world’s ships’ m

27. There will be an increase in
free  exports - with . the. "“Freed
Countries,” .but Lend- Lease ex-
ports. will decline.

28. ‘We: will make England and
Russia large post-war loans® pro-
vided they spend the ] money in the
United States, . -

29. Both the Br, msh Emplre and
Russia will go into the' competi-
tive foreign trade market during
1945; many - ecartéls. and .Govern-
ment monopolies will be in opera-
tion. = I, therefore, forecast higher
prices for cotfee, cocoa, sugar-and
many other-articles for which we
are - absolutely . dependent ' upon
foreign countries.:

30. No central bank will be or-
ganized nor will the stabilization
of foreign currencies be attempted
in 1945,

Labor

31. The Little Steel formula will |
be amended during 1945.

32. Industrial employment dur-
ing 1945 will be off 7% in hours
and off 10% in payrolls.

33. The building of a few new
autos and new houses will be re-
sumed during 1945.

34. Many industries, now oper-
ating on a 48-hour-week, will re-
{urn to a 40-hour week during
1945.

35. Wage rates will not decline;
but  “take-home” income will b(.

less. ;
‘War Outlook

36. The greater part of Ger-
many’s army will collapse before
the German planting season opensg
in the spring of 1945. Before sur-
rendering, Germany will = try
poison gas.

37. Japan will not hold out as
long as most people think. Japan
will - collapse’ within six or 12
months after Germany collapses.

38. If Stalin’s health continues,

he will be the world’s most pow-

erful man in 1945 and may dictate
the peace terms, especially for the
Pacific, - :

39. Sometime after April, 1945,
Russia will join (or threaten'to)
the Allies against Japan but only
after the promise of territory
privileges and a huge loan.

40. The markets may witness a
“communistic scare” during 1945;
but they should = soon recover
thereafter. -

: Stock Market

41, The rails will show the great-
est decline during 1945, because
the airplane and shipbuilding
stocks are already pretty much
deflated.

42. The heavy chemlca]s steels
and motors may hold their own
during 1945; but consumer goods
will domuch better.

43. The safest stocks to buy—

B

(;’,?

PN A L S5O0 o A

CANADIAN
 STOCKS

Bought—-Sold—Quoted
L]

" CHARLES KING & €0

Members Toronto Stock Exchange
61 Broadway, New York 6,N.Y.
WHitehall 4-8980

considering - value, income and
safety—will be the merchandising

' | stocks,. especially the chain store

stocks.
44. 1944 saw a large increase in
the demand for peace stocks with

will ‘witness .them " both moving
more or less together. Switching
has been over-done in most cases,

45.:1945 will continue to witness
creeping “inflation, although  the
big- movement - toward ‘inflation
will not take place until the next
business - depression which " will
follow the post-war prosperity,

Bonds

; 46 Though bank ' loan ratea
should - continue to have an up+
ward. tendency . ,interest rates in
general will remain low -through
1945, since the money supply is
now 20% above normal and Gov-

, ernment conirols will continue. . |

47, An‘uclpatmg the expeeted
decnne .in. Federal: taxes, 1945
should surely see a falling off in
the' price of most municipal and
probably other tax-exempt bonds.

48."The highest grade corpora-
tion ° bonds will decline durmg
1945 :

149, Investors ‘will give much
more “attention to diversification
and 'staggered bond maturmes
durmg 1945,

50. More public utilities will be
taken' over: by municipalities and
“Authomtles" duyring 1945,

.Real Estate

7' 51."Suburban real estate will be
in."much' greater demand with
hl’fher prices during 1945.

52 City real estate should hold
its - own,. excepting in the: con~

may set in.

53 Small productive farms will
continue to increase in price; but
large farms may sell for less ui
1945 than in 1944,

54. Building will show a consid-
erable increase. Contracts will be
up 25%, but 'prlces may be a lit-
tle lower due to increases in lum-
ber and cement production.

55, There will be no changes in
residential rents during 1945.

56. Real estate will be helped
by Congress ceasing to induct any

| more men into the armed serv1ces

after June 30, 1945,

Politics and Post-War Peace

57. The uncertain political fac-
tor of 1945 will be Mr. Roosevelt.
People will soon fear that he may
resign before the next. Congres-
sional Elections either on account
of-ill health or fo become head of
a -Peace Commission  or new
World Organization.

58. Our foreign headaches will
becomes worse and more frequent
during 1945,  What we are going
through to reorganize Italy will

tmes

*59. The Latin American honey-
moon has passed its peak. The at-
titude- of  Argentina will extend
to other countries and our South
American troubles will increase
during 1945,

-60. 1945 will see more religious
interest, including more church-
going, than did 1944. People grad-
ually are realizing that without
a Spiritual Awakening no pea%e
or other plans will be much good.
Nations cannot be depended upon
to cooperate and stick to their

agreements unless. they recognize
God as their real Ruler and Guide.

a decline in' war stocks; but 1945 |

gested war areas where declmes i

1ity in the high grades.

be repeated in many other coun- ]

We offer, subject:

Price 102.875

; $250,000
Dominion of Canada
3% Bonds due November 15, 1968

yielding 2.839,
to maturity

‘Wood, Gundy & Co.

Incorporated

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

and interest

Canadian Securities

By BRUCE WILLIAMS
During the past year Canada met many serious challenges

both at home and abroad, but living well up to its reputation

for courageous. capable handling of difficult problems, the Do=
minion finished the year strongly and confidently.

On the economic front, production was maintained at the ex-_
traordinary war-time peak levels and a record total of field crops was,

established in 1944 which almost
doubled the 1939 figure.” Govern-
mental controls continued to op-
erate in such a manner that Can-

'|'ada still leads the world in suc-
| | cessful management of the overall

economic machine,

Social : legislation = was intro-
duced  during the - year which
aimed at correcting dislocation
caused by war exigencies and the
preparation of a stable foundation
for the postwar era. Last but not
least, in no other country in the
world has postwar planning been
more systematically.- conceived
}Nithout detriment to the war 'ef-

ort,’

In the political field, threats to
stability - from  many directions
have been. successfully and con-
structively circumnavigated - by
the Mackenzie King Administra-
tion and at no time has Canadian
prestige abroad stood at a higher
level. ' During the year Canadian
representation on world councils
has consolidated the 'position of
the Dominion as a world power

| in its own right.
Perhaps the political situa- |

tion' has been the outstanding
problem but it can be conserva-
tively stated, on the eve of a
national election, in view of the
:fact that so many “issues em-
barrassing to the Government
have been successfully thrashed
out, the Liberal Administration
now can face the country’s de-
cision’ with quiet confidence,

The  apparent triumphant up-

-surge of the C. C, F., highlighted

as a result of the Saskatchewan
elections - earlier in the year,

| waned obviously from'that point

onwards. Similarly, the Progres-
sive-Conservative effort in re-
cent months is likely to prove the
swan-song of that party. Thrust
out of its apathy following these
challenges, the Liberal party al-
though  likely to 'lose its over-
whelming majority support, stands
on its suecessful war record, and
offers the -electorate its best
chance of a stable government
best  fitted -to  consolidate the
country’s wartime gains.

In the securities market, the
tone was strong with little activ-
Abitibis
were again a center of interest
and there was a. brisk turnover
with prices finally higher.

Although there was no im-~

CANADIAN BONDS
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CORPORATION

-

'CANADIAN STOCKS

INCORFPORATED
TWO WALL STREET
NEW YORK 5, N.Y.

. RECTOR 2-7231 NY-1-1045

provement pricewise in the Mont-
real issues, there were indica=
tions of underlying strength. Any
practical demonstration of insti-
tutional interest in this section
could now rapidly correct the ex
isting price lag. :
Internal bonds were traded om
a small scale but there was a re-
surgence of activity in gold shares
with the Yellowknife issues com-
manding the most attention on re-
ports of favorable drilling results.
'~ With regard to possible fu-
ture prespects, the only doubt- :
ful facter in the situation is .
the Federal election which is :
likely to be called at any time ~
in the next few months. Other-
wise, the market -is in s?ch o
strong technical shape ' that
any favorable interpretation of -
the political developments could

readily set the trend in an up-
ward direction.
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Bank and Insurance Stocks

This Week — Bank Stocks
By E. A. VAN DEUSEN -

“‘Leverage” is a most important factor in bank earnings.

It is

_usually measured:by the ratio of deposits to capital funds. This ratio,
however, neglects cash: items,including; reserves on:deposit with the
. Federal: Reserve Bank.. A more realistic and practical “leverage”

. is the ratio of earning .assets to, capltal funds.

The following table

compares these twd “leverage ratios” 'for a ‘group of 15 prominent

- Wall Street banks, as per balance
i sheets of Sept.: 30, 1944.

‘approxmately 10% lower,
Earnings

Eoad Assets
"to Cap.i
Funds

i3 : Deposxts
i to Cap.
Funds
19.6°

14.7 «
12.1
144

Bank efy-Manhattan
Bank of Néw York.
_Bankers Trust
Central Hanover._...
Chase National

. Chemical Bk. & Tr.
Corn Exchange

. First National
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Ilvmg Trasto._

i Manufacturers Tr.._. -
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As was pointed out two weeks
‘ago’ in this ‘column, deposits ‘and
:earning :-assets- have - expanded
during_the war years far more
rapidly than have capital funds.
At the' same time net operating
earnings have, shown 'a substan-
tial year by year increase as a re-
sult of this growing volume of

It Wlllr
‘be noted that the second ratio is { "

|

)

Bank and
Insurance -

Stocks

Inquiries invited in all
) Unlisted Issues

Laird, Bissell & Meeds

Members New -York Stock Exchange
120 BROADWAY, NEW YORK §, N. Y.
_Telephone: BArclay 7-3500

Bell Teletype—NY. 1-1248-49
(L. A. Gibbs, Manager Trading Department)

derance of low yield Government
securities, net earnings have not
kept pace with the expansion of
earning assets; on the other hand,
though, “they have more than
matched. the expansion of capital
funds. This situation' is brought
out in the accompanying tabula-|
tion,: which shows the - percent

‘earning -assets. and . of  increasing earned on  capital - funds ‘(book ||
“leverage.” However, by reason | value) and ‘the percent earned on
of higher operating ‘expenses and | earning assets,” by 15 banks - for
taxes, combined with - a prepon--' the year 1943 compared with 1939.

<1943

19’)5
: ‘Rate Earned on: ; P
gapxtal Funds Eammg Assets Capltnl Funds Eaxmni ?.ssets
8% 1% <

Bank of Manhattan.
Bank of New York
Bankers Trust .

Central Hanover

.~Chase . National _- e
Chemical Bank & Trust__
Corn Exchange

‘First National _._.
Guaranty Trust. ...

Irving Trust
Manufacturers = Trust
National City

New York Trust. .

Public - National .
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Spencer Hoch Partner

Alfred Benjamin will become a
partner in Spencer B. Koch & Co.,
120 Broadway, New York - City,
members-of the New York Stock
Exchange Mr. Benjamin -was a
partner in Benjamin & Sternbach
which' is dissolving.

Charles G. Stachelberg, general
partner and Marion E. Cohn,
Jimited partner ‘in Spencer B,
Koch & Co., will retire on Dec, 31.

New Jersey
Municipal Bonds .

""Bank Stocks-

[ -

)i S. Rippel & Co.

I Established 1891

18 Clinton St.,.Newark 2, N. J,

\wanes © MArket 3-3430-
N. Y. Phone—REctor 2-4383

T T

Rate Earned on:

B /
(i(“,

ST RUS A0S TR
VOROCOTIUIO WO l\')

2.32 1.46

1.03% 5% 0.72%

It will be observed that where-
as ‘the average rate earned on
earning = assets  declined from
1.03% to 0.72%, a drop of 30%,
the average rate on capital funds
increased from 5.8% to 7.5%, a
gain of 29.3%. In 1939 the rate on
capital - funds- was 5.6 -times :the

rate on -earning assets, while in

1943 it was 10.4 times.

It is. also.. of interest. to note!

that the average “leverage” exert-:
ed by earning assets on capital,
funds was 6.2 in 1939, compared:
with 11.4 in 1943 and 12. 3 on Sept.
30, 1944, Since deposits and earn-~
ing assets are still expanding'
more. rapidly " than are . capital
tunds, it follows that “leverage”
will eontinue to increase and thus:
earnings. It is not possible at this
time seven; to  guess when this

process of growth will come to

an epd. )

Situations of Interest i

Preferred and common stock of |

U. S. Finishing and United Piece
Dye offer interesting situations,
according to circulars just issued
by J. F. Reilly-& Co,, 111-Broad-
way,.New York Clty Copies of

these circulars may be. had from:’
. scatteratmn of. ‘holding .company

the firm upon request. ...

las’

The Enforcement of the Public -
Utility Holding Company Act

(Contmued from page 2802)

various other system relationships
and. activities. . Our poweis here
are not limited to requirements of
disclosure.  They' include regu-
latory authority and duties, the
:most important. of which is the
iduty of requiring.geographic inte-

gration and corporate simplifica~.

‘tion of public utility holdmg com-
pany systems.

In administering this statute we
have been ‘bending: our efforts to
the development of compact and
efficient operatmg systems with
conservative corporate” and cap=
ital structures; I am - going to
talk ‘about 'those ‘things tonight,
because the engineers- and tech-
nologists who conceive and supply
the method of operations of our
industries have déep interest in
the development and maintenance
of ' prudent . cor porate financial
policies. . :

‘The growth nd the develop-
ment of the electric utility indus-
try © in America . represent’ an
unparalleled achievement from an
engineering standpoint. : It would
be presumptuous of me to'suppose
that I could. describe those ad-
vances to you, . They are the ac-
complishment of the men of your
profession and have been set
forth and discussed.in the tech-
nical ' papers -of your: soclety
Unfortunately, "however, “the
financial -and corporate practices
of many of the public utility hold;
ing company systems stand—or
once stood—in - striking -and . un+
favorable contrast to their tech-
nical and operating methods and
standards. Because the Congress
recognized - that: 1mprudent and
improvident financial policy

could impede and had  impeded

the use of sound téechniques in the
development of -the. industry, it
directed the SEC to do a financijal
engineering job." in the public
utility . Hoplding =~ company. field,
The magmtude of the assignment,
las you. know, . is . tremendous.. It
involves reshaping the corporate
structures . and control relation-
ships in the various holding com-
pany systems. Its completion will
result only from. long and pains-
taking' effort-of ‘olrs* and of the
‘companies subject to the AétE Bt
even though' the ‘job is d"lonhg-
protracted and difficult one, I be-
lieve -that the benefits that will
flow from it arc more than worth
the effort and. will survive long
after it has been completed.

To a large extent the conditions

: that we have been directed to cor-

rect resulted from the mushroom
growth of holding company sys-

| tems in the ’20s, when holding

company promoters, sometimes
working on a shoestring invest-
ment, used the public’s money to
acquire properties, frequently at
highly - inflated prices.. Insofar
holding = company . control
brought about the coordination of
capacity and the formation of
strong, interconnected regional

| power systems, ‘it very definitely

served the public interest. During
thé boom. however, a. substantial
part of  the emplre‘buxldmg was
in direct conflict with sound prin-
riples of engineering efficiency
and regional power planning. In
their eagerness to ' accumulate
properties, holding comp.mles
vied with each other in acqumng
operating - utility companies all
over the ‘country—and even in
foreign countries.: This extension

of holding company control had |

little or no relation to economy of
management and operation or to

| the integration and coordination

of economlcally related operatmg
properties.
A casual glance. at the Natlonal

Power Survey Map, published by‘

the Federal Power Commission in
1935, which shows the' service
areas of the principal electric sys-
tems in the United States at-that

time, will reveal the extent of the

| should ‘not continue and,

operating properties, It shows
how these properties, owned by
separate. holding companies
sprawled ' across: territories in"a
veritable - c¢razy ' quilt -with no
relation: to. regional power needs
or other basic elements of elec-
tric . power. economy: . For in-
stance, look at the State of Ohio.
In 1935 you could. count on -the
map close to 50 different islands
of operation properties. controlled
by holding companies.  As many
as 15 holding companies con-
trolled properties in Ohio, and in
.several other States the local utili-
ties are controlled by as many as
10 or 12 holding companies. The
properties of one system are often
separated by the properties of an-
other system, with the result that
.the. power requirements of ‘many
areas are not planned- or served
las eff1c1ently and cheaply as basic
economic conditions fully realized
upon .’ would permit. - Such ap-
parent uneconomic developments
flowed from the strategy of im-
mediate .expediency, nurtured by
individual .system rivalries. We
can understand how they hap-
pened without accepting the ne-
cessity of their indefnite contmu—
ance,

Congress determmed that they
in the
Holding Company Act, dlrected us
to- limit each ho]dng company
system to a single integrated pub-
lic- utility- system,. with provision
for the retention .of additional
utility systems and ‘related inci-
dental ' businesses “under appro-
priate c1rcumstances We are also
directed to require, the simplifi-
cation of holding company struc-

unnecessary - holding companies
and the reorgarization of holding
companies which are unduly com-
plicated and over-capitalized.

In accordance with these Con-
gressional mandates the Commis-
-sion ‘has proceeded to rearrange
the holding company systems and
to effect needed reorganizations.
Initially, every effort- was-made
to.encourage the companies to file
voluntary- plans. - However,; the
compgnies by and-large neglected
the. opportunity . to. follow - the:
route” of. voluntary compliance’
and chose instead to play a wait-
ing game. They responded to the
Commission’s invitation by. sub-
mitting tentative plans which on
examination appeared. to be. im-
practical and not in conformity
with . the ' statute. . In  general,
their plans amounted to- little
more than atteimpts to justify re-
tention of existing scattered hold-
ings. It thus became clear to the
Commission that compliance, with
the Act could be .achieved only
through the institution of affirma-
tive proceedings to compel com-
pliance.”  Accordingly, ' in the
Spring of 1940, the Commission
instituted its first Section 11 pro-
ceedings. = Since that time most
of the hearings to determine’ the
nature of the Section 11 questions
ifh the various Systems have been
held, problems of interpretation
have been settled, procedural pat-
terns have been established, and
many. of. the more important
orders, particularly as regards di-
vestment of propertles, have been
issued. Time is running on those
orders and now it may be sup-
posed that the stream of appllca-
tions ‘bv holding companies to
give effect to the terms of those
orders will continuie and perhaps
grow in volume . From the prog-
ress so far made, it seems clear to:
me that the end of the job of
integration of holding company
systems is in sight.

. Even though it- may. be an old
qtory to some of you I would like,
because others of you may not:
have- heard it, to give a brief
description of what has ocecurred
under the Holding Combany Act~
+The Commissicn, described .it- in

“Royal Bank of Scotland
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its last annual report to Congress
and I call your attention to that
report. In that report we listed
the electric, gas and non-utility
properties which had been di- -
vested by the various holding
companies. The list has expanded
considerably since then and at the
end of June, 1944, 266 separate
companies, with total assets in ex-
cess of $3% billion, had been di-
vested. Let me summarize a few
of the more important cases to
illustrate to - you the practical
operations of the statute in the
way ‘of divestment of properties
by. holding companies.  In No-
vember, . 1943, Cities = Service
Power. & Lxght Comoany sold its
entire common stock interest in
Public' Service Commnany of Colo-

rado to an underwrvtxng syndicate - -+
-Public Service ...
Company- of, Colorado, with -con.

for '$20,453.000."
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solidated assets of $105,000 ,000, in
good financial -condition, -is .now
an 1ndepe1dent operating unit,
and is .no longer: subject..to the
‘Holding Company Aci. In Sep-
tember, 1944, Cities Service Power
& Light Company also sold its

réntire common stock interest in

Empire District Electric Company
to an underwriting syndicate un-
der competitive bidding for $4,-
711,000, The company which was
sold resulted from a merger of}
separate operating .units in the
Power & Light system. Substan-
tial contributions by the parent
company, tagether with operating
advantages arismg from the com-
bination,  produced a company
which - was - stronger financially |
and better-able to serve consurers
than any of the constltumt parts. |

e 005 Aprll, 1943, the Commission |

‘M’approved a va‘mtary plan: pro- |

>

. pany and-Continental Gas & Elec- |
trie: Corporahon Anvalving , prop=.

viding for the recapitalization of
Puget Sound Power & Light Com- |
pany. The plan became effective |
by -court decree: in September,
1943, leaving . ‘he parent; Engi-
neers Public . ‘Service : Company, |
with less than.a controlling inter- |
est in the company; and-Engineers |
subsequently sold that remaining |
small:interest. 'Puget, withi'con-
solidated assets of '$130,000,000, is
no longer subject to the Act

. The State of Texas furnishes
two examples of a somewhat dif-
ferent sature.. The first is Hous-
ton Lighting & -Power .Company,
with total assets- of $67,000,000. |
The * parent, Nztienal Power & |
Light' Company, exchanged part
of its common stock ‘interest. in|
Houston for its own .outstanding
preferred stock under a voluntary |
exchange plan; and, in-May, 1943,
sold- the ‘balance: to underwriters

for public distribution, and there«

upon Houston was no- longer sub-
ject to. our jurisdiction.  ‘Natu-
rally, we at the Commission were
gratified to ebserve that Houston,

although it was /no. longer -sub-|
ject to the Holding Company -Act,

nevertheless . chose, -as. an -iade-
-pendent company, to invite com-
petitive bids for a recent issue of
bonds,-and -to-select .a Texas bank
as trustee under the bond inden-
ture. The second Texas example
is San Antonio Public Service
Company. The pareat, American
Light & Traction Company, sold
its common stock interest in- this
company” to the city: for $10, 000—
000 in October, 1942.. -

. Another method of dxvestment

‘is illustrated by The North' Amer-

ican Company”s distribution of its

common stock .interest:in Detroit |’

Fdison Company as dividends to
its own common stockholders in
the years 1041-1943. The -same
holding company is now distrib-
uting its commoen stock - holdings
in Pacific Gas & Electric Com-
pany..A somewnat similar method
was used: by The United Gas Im-‘;
provement Company when it 'dis-
tributed its common stock interest
in Delaware Power & Light Com-
pany. to its common stockholders
in. August, 1943.  Previously, in
March, 1943,
company " distributed ‘most of - its
common stock -holdings in Phila~
delphia ' Electric 'Company and
Public * Service Corporation of
New Jersey. to its stockholders as
a partia] liquidating dividend.

Beyond - the methods I have

mentioned there have been others:
which figured in the attainment;

of the Holding Company Act’s ob-
jectives, - These have taken the
form of acquisitions of property
by one'holding company  system
' from'another., Ameng them was
the exchange between The United
_Gas. Improvement Company* and
the  Associated Gas and' Electric
Company’ system, ‘involving East-
ern Shore Public" Service . Com-

pany “and . Erie -County : Electric’

Compa'n ‘There' was .a ‘similar

exchange - of: nroperties  between

Southwestern Public Service Com=

erties in the.Panhandle -of - Texas
“and inKansas.:The sale -by- Ii-

nois’ Iowa Power Company of -its ]

_interest in Des .Mo'nes  Electric

L1ght/Compafny and lowa Power

al b L S
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the - same holding:

& Light-Company toContinental
Gas - & -Electric -Corporation is
another example.. Another im-
portant instance = of .integration
resulting from Section 11 was the
merger of Virginia Public Service
Company, ~a . subsidiary .in -the
Associated Gas . & -Electric Com-
pany system, with Virginia Elec-
tric and Power Company, a sub-
51d1ary of Engineers Public Serv-

few months ago.

Likewise, progress .is bemg
achieved in rearranging -and cor-
i recting * the  complicated capital
and corporate structures of the
| various holding company systems.
| In a number of systems there are
holding ~companies which are
i merely pyramiding devices -and |
| perform no useful ‘function. Many |
- of these as a consequence of pro- |
- ceedings under Section 11 (b) (2)
' have been ordered to liquidate or |
' dissolve, . This is so with three of
- the 'large. sub-holding ‘companies |
in the Electric- Bond and Share
system—American Power & Light |
Company, Electric Fower & Light
Corporation, and National Power |
& T.ight Compavv——and 10 or 11
others

‘The' reorganizatic: plan of |
Standard’ Gas and Electric Com- |
pany, - which we recentlv ap- |
proved, \is an excellent illustra-|
tion of the use of the Section.11!
procedures to accomplish recapi-
talization, involving retirement of |
nearly $60,000,000 of debt securi-
 ties, and the conversion; of $87-
000,000 of preferred - stock, on
which dividend arrearages. of
more than .$68,000,000 "had accu- |
.mulated, into common stock. An|
interesting feature of this plan isj
that the notes and debentures will |
be paxd off partly in cash ‘and
.partly in. common .stock ‘of the|
operating subsidiaries: - ‘The- plan
as filed and approved ‘eliminated
,the « present ‘common: stock: from
participation-in -the. recapltahzed
company.. Our order.in this case
has been submitted. to a Federal|
‘District- Court - for * enforcement. |
‘This case, as well as'many. others |
iof a similar.nature,-illustrates.the |
fact. that, with the. cooperation,of |
management i1, " is: possible :to
.work out fair and equitable plans |
.of reorganization - for the most
.complicated situations. It also|
:illustrates - the ' type -of . case .in|
‘which steps taken for the purpose |

l'of -corporate simplification: will |

serve ‘to carry out the divestment |
.of properties which are unretain- |
able, under Section 11 (b) Tuie
~Itis perhaps unnecessary for me |
to say that in our procedures and |
decisions under Section -11 "we]|
have exercised extreme care to|
accomplish the objectives of - the |
statute without impairing- values.
That is -not to- say that we can
create values where they do not
exist, but it does mean that the
job is being dcne with careful
attention to the preservation of
genuine interests of investors and
the public.

Before I comment on the sig-
nificance of this program, let me
say a few words about\the meas-
ures that have beeén taken in 'the
last . few years  to. improve the
financial pollcxes of the operating
utility companies.. By the end of
‘June, 1944, the Commission -had
passed upon the issuance of more
than $6,000,000,00 of securities of
registered h"olding companies and
their subsidiaries.” The major part
of this financing was for refund-
ing purposes, to take advantage .of
lower interest rates. = This large
amount’, of’ refmancmg afforded-
‘the. opportunity ‘to improve the
financial structures and policies of
the -utilities. - We, like the: State-
Commissions and ‘the . Federal
Power ‘Commmloa have required
the elimination of write-ups from
the plant accounts, either. by - di-
rect. Wrxte—off. or by an .amortiza-

‘the operafing uhhty subsidiaries
wrote=dewn  ‘theit »property:.ac=

in-the réven years ended Dec. 31.]
1942. - The process,has-centinued |

since ‘then- at .an. accelerated rate.

b T T S & A B 2 "
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ice” Company, which -occurred . at

tion program. . Tn. this connection |
of . registered holding. .companies | Carmmi
counts_by:.more* thaa $500.000,800

Gy -

.as’ the  companies’- original - cost
studies have been completed.

We have also used every legiti-
mate means to reduce debt.and
establish conservative debt ratios.
The effect of that program is re-
flected. in the comparative finan-
cial statistics of the electric utility
industry for .the years.1937-1943.
There were' gross property addi-
' tions of nearly $2%. billion during
the period -and there was a" net
increase in plant account of more
than a billion dollars after allow-
ing for retirements and- the elimi-
nation of inflationary items.. Yet
 total outstanding debt ‘decreased
' by more than $200,000,000. ‘A sub-
| stantial improvement i1 deprecia-
Ition ' policy ' contributed . to this
sresult. . In -this period- deprecia-
'tion: reserves increased by more
: than $1,000,000,000 and the annual
’c‘leprematlon accrual mcreased by 1
over - $100,000,000. - Substantial
improvemeénts have 8150 been' in-
corporated-in “the protective pro-
i visions of bond  indentures and
:preferred stock contracts. - As a
‘result of * these pollc1es, coupled
‘with-a steady increase in the use
- of ~electric ® energy, “the’ electric
' utility industry today 'is’in. ‘the
strongest financial condltlon m its
history:... #.0+ 4 i

- The " provisions ' of the statute
Wthh are perhups of most inter-
- est’to your group are those which
‘estabhsh standards for the regula-
i tion of system service comvanies
'and,” in" lesser measure, indepen-
dent. service companies. - Service
‘ companies- figure prominently in
: the history of the.use of thé hold-
{ing company form of organization
(in ithe public utility field. - The
orlgm and history of service ¢
'panies was so varied both ag
'ther aims and pmctmes th en-
i eralizations - ‘'would  “be  unwise.
Yet,'in many’ instances the service
company ‘was as much an_instru-
ment " of “control’ and ‘exorbitant
i profit as it was of service and, un-
xfortunately /its’ potentialities’ of

reduced ‘because * of ."its sub-
i servienceto ‘purely’ holdmg com-
| pany-. concerns. and. aims. - Aside
| from.the - factors- which : brought
xabout the establishmeént of ~the
‘ service company. in holdmg ‘com-
| pany - systems. - its “use~was ‘wide-
' spread, and . thefinal result was
. the " suppression. "of .-competition.
' Competitive forces could not and
 did not have free play.

The non- -independent character
of system. service companies was
A matter.of deep. concern  to ‘the
Congress Congress learned  .in
' the course.of its study of public-
utility  holding company systems
that ‘the system service company

sation and payments which could
not have -been” taken off<in any
other- manner. These practices
‘were © detrimental to consumers

compan’es. . Therefore, Congress
concluded that services to oper-
ating companies by system service
‘companies should be rendered at
cost. - -The" standards’ governmg

ture and scope’ of the relation-
ship, ‘and the methods of makmg»
reports  concerning such services
and' relationships, aré expressed
in Section 13 of the Holdmg Com-
pany Act. -

The Commission has : requlred
substantial - modification - of the

effect'at the time the statute was
‘adopted.

shared : by their: controlled service

the.~ operating: compani€s, -
ission.- has. also,- 1‘uted~ that:

ices- _whlch the operating ‘subsid-

iaries:-cannot- perform- as 'effi~

iy oy

i service to operating utilities were |

'had become largely a control me- |
‘dium and a device to extract from |
‘ithe- operating companies -compen- |

and investors of the operating|

the' kmd and character of services |:
‘which ‘may be rendered,: the. na-|

'service- contracts -which were ‘in |

In a number of cases|
‘the Commission " has stated  the|i
principle that the compensation |’
:and collateral expenses of holding |’
company - officers ‘and employees |'
must be -borne.-directly by. the]’
holding: companies -and not  be |

comparties .and’ thus: passed: on tal:
- The- ¥

each’ seryice eompany should con- |’ ]
flne.citself 1o ‘functions: ‘and. serv-. A

ciently - and
themselves.
The administration of Sectlon 13
is closely related to the enforce-
ment'of Section 11.” The problem

utility industry and engineering

firms generally have given con-
siderable thought and study. The

view has been repeatedly ex-

pressed to us by representatives
of the industry and members of

engmeermg firms that service
companies have a real role to play
in the operations of the public
utilities industry after operating
companies . have: been separated
from . holding company- systems.

Here I.shall~address myself tol-

economically  for

resulting from the joint impact of
Section 11 and Section 13 upon a
holding company system is one to
which the Commission, the public

that question as -distinguished -
from the functions of service com-
panies within “holding company
cystems. It is pointed out that
one of the great benefits which
flowed from the existence of serv-
ice companies in their early days
was their ability to make avail-
'able on a wide basis technical
knowledge and know-how which
would have been enjoyed by only
a few' companies if the techni-,
cians had been distributed on an
operating company basis. There
were not at that time an adequate
number of - trained men to go
round. - Frankly, I do not know
whether the -use of service com="
panies, in _the light of thé number

Lof ‘techmcians which have since
been trained, - would * have ex-
(Continued on page. 2815)
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This announcement is not an offer. of securities for sale or
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Umted States of Braz11

‘To Holders of Dollar Bonds

NoTICE 18 HEREBY GIVEN that the Minister of Finance of the United

States of Brazil, its ‘States- (other than-Ceara) and Municipalities,
“'may elect.t0 accept either Plan’A or Plan B set forth in the Offer
to Holders of Dollar Bonds heretofore made as of January 1, 1944, |*
“pursuant to Decree-Laws Nos. 6019 of 1945 and 6410 of. 1944 of |

Bonds forwarded to the Special Agents in acceptance of Plan Al
or-Plan: B-must be ‘accompanied by. appropriate Letters of Trans-.
mictal. - Letters of Transmittal and copies of the Prospectus contain-

of the. Government for the seveml issues. at. theu' oﬁ'ices in New.

Coupons due: December 1 1944 detached: from the new 5%%
“External Dollar Bonds of 1944 may be presented for payment at the
‘offices of the respective Special Agents without Letters of Transmittal..

~-Current ‘interest. cannot be paid to holders of the original bonds
e such-bonds have' been-presented: in acceptance’ of ‘Plan A or.
Plari B under the terms of the Offer R e

! Ddlon, Read & Co.

The Chase National Bank
£ City Bank Farmers Trust Company
“F 1;5(0( Boston International Corporauon
- Ladenburg, Thalmann & Co.. | -

: Ladenburg, T halmann & Co., :
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dos ‘do Brasil)
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Here Are Some More Expressions
On Peacetime Training Proposal

(Continued from page 2802)

for their arguments in ideological
concepts. While no one will con-
fend that ideals are not desirable,
¥ think that it is'pretty well borne
out that ideals which fail fo take
into account practical considera-
tions are often of little value.

Human Instinets Ignored

Right “at this time we hear a
preat deal of loose talk about a
change in human behavior and
humen desire with regard to War:
*Those who believe that wars are
gfoing to be eliminated by round-
{able conferences expect an about-
dace in human psycholegy, and
{hat we are going to accomplish
over night what we have failed
{0 solve since civilization began.
My viewpoint is primarily per-
sonal, yet I believe that it would
he far-fetched for any. individual

{0 claim the right to speak for|
any substantial group of the great |.

unorganized mass of people who
snake up the world’s poepulations
and who in the final analysis are
{he ones who may be most easily
Jed into wars against others under
various pretexts,

There is nothing in the various
conferences and meetings between
{he so-called allied powers to in-
dicate that they are willing to
aibandon entirely the standards by
avhich they have gauged in the
past, the need for punitive action
against other groups. It should
Le perfectly apparent that neither
¥ingland, France or Russia have
the slightest desire to relinquish
their policy of national expansion.

Economic Expediency

We seem to feel that wars are
{he - direct result of economic
_necessity, whereas, in truth, most
of the wars in the past, as well
718 those that may be fought in the
future, are more the result of
_wwvhat the warrmg nation might

all economic expediency. A na-
ilonal unit which seeks an oppor-
{unity for expansxon beyond - its
own domain to increase its sphere
of economic - domination easily
4inds a pretext for starting a war.
“These ‘pretexts have been em-
ployed time and again to justify
fhe invasion of other countries,
{he seizure of. territory beyond

{ueir own .frontiers and the ex- \

ploitation of conquered people.
*his seems to be. more or less
" inherently basic.

In the period following the
jresent war, even though we may
et up some monstrous super state,
St is doubtful whether or not the
anembers of such a state won’t
$ind it necessary to impinge on
{he rights of-other states. For ex-
.mrpl,e Russia might demand that

{16 Dardanelles and Bosphorus be
3.1ade open, free from Turkish
Cominance, It is not inconceiv-
&ible that the nations of the world
snight gang up on our own coun-
fry and, _insist that our Panama
Canal be internationalized and
(ontrolled by a joint body rather
{'jan by our own Government.
<ust so long as ‘these and count-
J 2ss other such issues are at stake
{aere will be a basis for wars, and
&s long as there continues to be
#t basis for wars no nation has the
vight to jeopardize itself by fail-
ure to train its citizens for such
cmer, gencies as may arise.

"1+ Pearl Harbor an Example .

Still. another factor in deter-
imining the value of compulsory
ynilitary training is the need for
develoging discipline among our
younger people. There is no ques-
< {ion but that if the United States
had had a well-disciplined army
and navy in keeping with its im-
portance in the world we
would not have sat by passively
and allowed Japan to get agway
with the thines it did during the
anany - years- that preceded Pearl
Harbor. We invited that attack,
and the war that followed through
ihe supine attitude of our Gov-

ernment, which was largely based
on the madequacy of our defense
against Japanese encroachments.
When Mussolini started on his
ill-fated conquest of Ethiopia and
later ‘Albania and " Greece, our

‘| economic sanctions made us ap-

pear utterly ridiculous. The ab-
surd spectacle of a Neville Cham-
berlain, equipped with a bulging
umbrella, -at the Munich confer-
ence shows how completely in-
effectual ' any -argument. can: be
when-it-is not backed up. by the
ability to take-aetion. .

Qur own problem 1n>Juvemle
delinquency: and unemploymeiit

among younger people, which re-~ |

sulted in the CCC camps, shows
that there is’a definite need for
a type of training in which we
have been sadly deficient.” Mili-
tary training teaches obedience
and respect for authority.

Protect Qurselves
Through a system of compulsory
military training and a highly de-
veloped navy, this country can
become the instrument whereby
the sporadic outbreaks of aggres-
sor nations may be quickly and
effectively throttled. While ' we
might like to feel that a coalition
of nations acting in concert might
obtain the same results, the writer
is not naive enough to beheve that
there are many nations on the face
of the earth who aren’t so’ self-
ishly devoted to the aggrandize-
ment of their own. governments;
that they might not use ‘such an
instrument for personal advan-
tage rather than for the common
good of the world. Therefore the
cho:ce to be made is whether
or not we shall trustingly submit
to the collective  action of other
groups -of nations whose motives
might be completely selfish or
whether we had best make certain
that our own ability to take care
of ourselves is adequate for any
occasion. The writer elects to be-
lieve that the latter course would
in the long run prove more sound.
Such a course would, of course;
necessitate: compulsory mxhtary
training.

J.R.ROWLAND

President, The Mahoning National

Bank, Youngstown, Ohio
We are in the midst of a war
which we are told at the termi-
nation will be the last war. Hence,
why the necessity of military
training for
our.boys? Ido
not mean by
this that phys-’
ical training
should not be
indulged in
their school
operations. I
most endiphati-
cally -do not;
but,to make it
a part of de-
velopment -of -
boys to train
them in mili~ °
tary .tactics is
not in keeping v
with my ‘phi= -
losophy. This
is' one of the
reasons, as I
v1suallze the matter that - Ger—
many is a military nation and has
caused all -the cataclysms we are
passing through )

Germany is not'a commerc1a1 or
industrial nation—she "is' a -war
nation, War is her business. This
is brought about by the: over-
training of youth in military tac-
tics. In this country, if this were,
indulged, we would develop a:
military caste, and that is one|
thing we want to evade. Of:
course, in time of national emer-;
gency we should train; however,
I do not see the necessity of going
to the point of putting the coun-;

J R.. Rowland

.try under a military basis. In any;

event I think this matter should

be left open until the boys who
are now in the front lines be per-
mitted on their return home to
express their opinion in the mat~
ter, " Basic training for. military
purposes must come from our two
schools, Annapolis and West Point.

I trust you will observe that I
am against military training.

R. W. COURTS
Courts & Co., Atlanta, Ga.

I can appreciate the ideals of
those who do not want compul-
sory military training in this
country, particularly in'. peace-
time., As a
matterof pref-
erence,Iwould
rather not
have it. How-
ever, I do not
think the mat-
ter~of.prefer- §
ence has any= -
thing. 'to do
with it, In the
early history
of this’  coun-
try we were
a debtor coun-
try; we were
busy shipping
materials to
the . old world
in payment of
our debts, and
it was to the
interest of the old world: to leave
us alone, and let us carry ot and

Richard Courts '

supply the things they needed | "

and at the same time return: their
capital. Today we are the wealth-
iest country in the entire. world.
Furthermore, we are -a:creditor;
which produces an ‘itch for the
debtor; and I think it is not’ only
our duty but a necessity. to be
prepared to defend ourselves.and
protect our property. If.we don’t
protect it, no one 'else will.

would prefer not to have a police
force in my city, but I_think-it
would be suicide not to have oné
particularly in the residential.sec=,
tion where I live, where property
values are better than the average

Must Protect Our Freedoms

As long as human nature’is: as.
it . is, namely,  have-hots want
things and are determined to haye
them, I think it is'an absoluté
necessity for us to be prepared
at gll times. Furthermore, I-think
it is a necessity to be prepared to
defend our ‘ideals regarding 1lib-
erty, freedom of speech,. worship,
etc., which ideals do not  exist
in rnany of the large countnes of
the world.

Furthermore, I feel that a. short
period - of compulsory tralningL
would not interfere with’ our
ideals. On the other hand, .
would furnish a certain amount of
physical . training, education in
hygiene, and certain "disciplines
that are well needed for the future
building of youth. .This. country
can certainly use a lrttle disci-
pline, particularly in peacetimes
and particularly in times of pros-
perity. In spite of the splendid:
efforts of the Church, these efforts:
were not suff1c1ent to’ produce
that needed. discipline.’

If this country could brmg 1tself
to the point of importing from
debtor countries in excess -of" ex—‘

; ports gradually producing ‘& ris-
|ing trend: in-living standards’ in.
; those countries, making it" pos-
.|sible for them to pay their' debts’

to this country,-and a definite and
mtelllgent foreign policy adopted
for this country, we might: see a
relationship among. mnations; de-:
{| velop that would make: this com-
pulsory ‘training unnecessary,.. Af:
present I don’t see that possibility-
and I feel that such training-is a
negessrty, whether we want it or,
no o

C. R. GOSSETT X
President, Security National Bank,.
Sioux City 1, Jowa

It has been my opinion for some
time that compulsory " military”
training for the youth of our coun--
try -would be desirable. When the
boys attain the age of 17 to:19
years, and they are not continuing

'sey Associa-

their education after high school,
this.training could be given with
their last year of high school. Or,
if 'they are going on to college,
this military training could be in-
cluded in their first year, It
would be a great help to the youth
of our country to be taught that
type of discipline; resourcefulness
and {o work with other men.
-This is not a new thought in my
case, for I have two sons and they
both - attended Shattuck School
and obtained their military train.
ing ‘before entering the armed
services, and I can see the de-
cided advantages of the results of
their training. ;

HON." MERLIN HULL
. Representative .in Congress
o from Wisconsin
_ In 'my opinion, this/ matter of
compulsory, __military training in

Hon.. Merlin Hull

peacetime should “go- " over,--and |

should - not . be . considered - at
present. i} e
' CHARLES A. DICE

The Ohio State University,

S ,‘- Columbus, Ohio
‘T qulte ‘agree with the point of
view: and ‘the concrete opinions
set forth by
Dr: Harvey.N.
‘| Davis”_ in  his .
address before .
the New. Jer-

tion of Col-
leges and’
Universities
which  ap-
peared in the-

“‘Chronicle” of :
'Oct. 26, While *

it-is my opin= *
ionn that we.”
should. have
universal
training for
both men and
wo men in
peacetime, I
believe that
the kind of training should fit
personal: abilities and should be
very f{lexible. -Doctor Davis has
stated: this point’ of view very
well, and I am in complete agree-
ment with all' of its essentials.

HON, JOSEPH IL BALL
+U."8.'Senator from Minnesota

- With respect to proposals for
compulsoty military trammg for
all youths in'peacetime, it is my
opinion that the pending May Bxll
H. R. 3947, is
very - .badly"»
drawn -and.-I .
would ‘oppose
it. under- any
vircumstarices. -
~I-have been - §
mclined tobe--
lieve consider- -
ation ~of" this"
guestion
should: be.

Charles ‘A. Dice

postponed un- -
‘| til .our. inter-

national se<
curity picture -
is clearer,
That might:
modify our:-
needs’ éonsrd-
erably... .

: So far. I have -
seen-no argumer’ts that sat1sfy me
that universal training is the best

Senator Jos. H. Bal]

way to keep the United States
strong to do its share in main+
taining stability in' the world/
The health and discipline ‘argu~
ments are beside the point, and
these ends could be served far
better in other ways. Technical,
scientific and industrial prepared-
ness seem to me far more impor~
tant than training millions of men
in tactics that very likely would
be obsolete in a. few years. The
one serious question in my mind
is whether by volunteers we can
maintain our armed forces at the
mm1mum size necessary.

F. N. BELGRANO, JR,

President, Central Bank,
oonss Oakland Calif.

It is the duty “of every citizen
of a free nation to help his gov-
ernment in the establishment of a
sound rmhtary policy. The se-~
curity of the
United - States z~ s

!
“|should not be .’ {
!

left to impro-
vised ~meas-
ures in . the
face of emer-
gency. No ef-
fective system

“ l'of national de-

fense can be
established
that does “not
rest upon the
democratic
obligation o'f
all’ male citi-

s zens,tor be:

trained in -
armstodefend:
their country.

Such equal-

ity of obligation also spells equal-
ity of opportunity among all who
serve, to be . instructed and ad~
vanced-according to their capaci—
ties and .qualities .of leadership.
It is indeed sound to mix young -
men: from all parts of the' United
States and from all walks of life..
Such. equality of training lays a
solid foundation of equality
through service, |
. Arcitizenry trained in arms wilk
supplement.- the regular -forces,
and would be preferable, both| in.

F. N. Belgrano, Jr.

| principle and in cost, to the main—

tenance of a much larger.regular
Army and Navy, The equal im-
position - of the military burdem
upon .all-male citizens will main-
tain. the principles: of a free re~
public - and  help to - avoid  the

creation of. a militaristic spirit-in’

the United States.  Such training
will greatly improve the physical:
and mental health of our young
men, instill in' them higher moral
values and greater respect for law
and order, and multiply their ap-
preciation of their obligation as
citizens, civil as well as military. -

Guarantee Peace

Universal milifary training
should establish peace and secur-
ity for future generations of Amer- .
icans.and enable the United States,
in' cooperation with other peace-
loving nations, to defend world
peace. When every young Amer-’
ican reaches the age when he may
vote, inherit property, engage in’
business, choose  his ‘occupation,
enjoy social benefits, he will have:
a greater ' appreciation -of theu"
worth b

Universal  military training for- i
all males between' the ages of 18’
and 22 should be integrated with'
their academic education. ‘At this.
period in their lives it would be:
least -apt to disrupt the :normal-
educational and business life,. For

.|a" reasonable period after “his
‘| training ‘he should serve in a com-

ponent reserve. . If universal mili-
tary. training is to be:successful
the proposal must have the whole-*
hearted - support  of . educational
le~rders. . Education - must accept

| military “training as. a part-of a,

complete academic preparation for
a useful life, and the: teachers of -

"America-must. help to shape the. .
thinking of .the young men. of the ...

nation, -from grade school up, to - :
want this ‘training as a part of .-

"their. eduration.-

(Contmued on page 2823)
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‘The Enforcement of the Public

| Utility Holding Company Act;

.7 idends, the-commen: stocks of sound

(Continued from page 2813)

panded or contracted if. the' closed
‘type of economy represented by
holdmg company Sys.ems had nvi
Yoccurred. 1t is only through tae
‘administration’ .and  enforcement
.of the Holding Company Act, par-
‘ticularly: -Section: 11, that the
answer will be: supphed

‘I bhelieve there is an area—and
.-I 'make no -effort to describe it
.~here except to point out that the
size of - the  operat.ng .company

. may itself be a major factor—in

which engineering ‘and . technical
services may: properly  and  eco-
nomically be furnished to oper-
rating' utility ‘companies by out-
side service companies. But it ‘s
essent.al that helding company in-
“fluence not permeate service rela-
"tionships : if." the ' real: -economic
ivalue of such: services .is to. be
tested. ~In light of the fact that
‘service companies have -been .an
‘important medium for exercise of
‘control, the problem of achieving
‘an .effective severance is an ex-
ceedingly troublesome one. Nev-
‘ertheless, where real mdepend—
énce can be achieved there‘is no
'barrier in the statute.against the
- continuation of these enterprises
‘operating' in 'a free - competitive
market and selling their services
‘at ‘arm’s length as their economic
‘usefulness may. be demons rated.

While our experience to date i<
insuff.cient to serve as a ground
for a positive prediction, one or
two situations which we have had
oecasion to consider tend to point
their  future, ~~The first, »nd
really the only eare of this kind
that we have had. before .us
formally, involved . the . system
service company of the Associated
Gas & Electric, system.-. In con-
‘nection with the Section 11 (b)
(1) proceedings directed against
the trustee of Ascociated Gas and
Electric Corporation, the Commis-
sion in its notice of and order for
‘hearing tentatxvely concluded that
no interest in ' Atlantic - Utility
Service Corporation could be re-
tained.

In order to resolve the problems
created by the administration of
Section 11 and for the purpose of
making available to the system
‘ operatmg companies-if desired the
services of: the. technical staff .al-
ready familiar with their require-
ments a program ‘was submitted
‘which resulted in the formation of
a new independent service com-
pany by the former ‘employees of
the system service company. - The
‘ownership of Gilbert Associates,
Inc., the new service company,
whs vested ‘in certain of the em-
ployees of the system " service
company.

This new company provosed to
purchase the necessary office and
‘othet equipment from the system
service company and to take over
the technical staff of the service
company. - When  the ' proposal
‘came’ before” the Commission. it
-was recognized that one serious
problem presented, in view of the
‘past relationship of employees of
Gilbert - Associates to the Asso-
-ciated system, was the question of
‘the maintenance of competitive
‘conditions in connection with: the
.contracts to be entered into be-
iween the various companies in
the Associated system and Gilbert
Associates, Accordingly, the Com-:
miscion set the matter down for a
‘public . hearing and made that
-question one of the specific issues
to be considered.: At the hearing
at which, of course, other service
.organizations were ent'tled to ao-
pear and be heard, it was' dis-
‘closed that system operating com-
panies were to be free to negotiate

.10 their. best. interest as:to re-
.quired services from Gilbert Asso-
.ciates, - Inc,; or any other inde-

‘pendent organization desired.
-Further, Gilber! Associates, Inc.,
‘stated that it intended to compete
in the general market for non-

e

"the present
' would eventually furnish but. a

Associated “business  and.. lt was;

contemplated that business .from
system  companies

small part of the busmess of the
organxzatmn

that none of the employees of the
former - service company, --who
were- to become ‘owners - of- Gil=
bert Associates, had been:in man-
agerial pos.tions in the: Associated

system and the'further. fact that|
the Assceiated system was being |

administered by court appointed

irustees, made it quite clear.that

Gilbert - Associates did: not con-
tain the seeds of a control device.
~ From  all indications ' these

changes. have  been ' very ~con-|.

structive both from the standpoint
of the former employees who have
“een able to establish- their .own
business in the- field of servicing
all types of companies. and. irom
the btandpomt of tl}e operating
companies -who' can’ now . obtain
necessary services in a.free and
open, market.

At the time' the Commission
cons'dered and dispesed -of the
nlan:of Standard Ges and Elec-
tric Co. for divestment of five of
its subsidiary companies, jurisdic-
tion, upon the request of Stand-
mnd  Gas ‘and - Electric, was. re-
served by the Commission  fo
onsider the service company
yroblem ot some later da‘e. We
were ‘advised bv Stondard Gas

and Electric that it was then in

process of working out a plan of
disposition of its service company,
Public Utility Engineering - and
Service'Corporation, to that com-
pany’s employees. 'We have been
recently -informed  that negotia-

‘tions to that end are presently

under way; and that the definitive
proposal will be submitted to us.

Now, what .are 'the effects: of
the over-all program that T have
outlined .and what does it: mean
to the engineers and the operators
of the utility properties? - The
first - effect - will be. to - convert
most of the subsidiaries of holding
companies into independent oper-
ating .companies. It will release
these .companies . from' . remote
holding - ~company  -control .and
vermit: the local management to
be more resvondive to the-needs
of the communities served. More-
over, by increasing the responsi-
bility - and :autonomy ' of
management: officials it will pro-
mote their self-reliance and sense
of responsibility. They will have
better and more attractive jobs
because they won’t have to take
nrders from a high-salaried’ su-
per-management.

Now let . me say a few wor dq
about the financial effects of the
Section 11 program.- When -we
hegan administering the Holding
Company: Act the common stocks
of ~utility operating ' companies,
comprising about 75%:0f the elec-
tric utility industry, were in.the
nortfolios of the holding compa-
nies. - In turn, the holding com-
vanies -had, issued ‘their deben-
tures, preferred, and - common
stock, sometimes in a bewildering
variety.. Very few of the holding
companies were in good. financial
condition -and the securities- of
most’ of- them were 'severely .de-
nressed and yielded no income to
the investors- who owned. them;

:As I have said, under.the Holding:

Company Act, these situations are
being cleaned up. - Complex cap-

ital structures are being replaced |-

by simple  capital - structures.
Holding comvany debts are being
vaid off, riskv. holding company
nreferred stocks, with. their huge
accumulation -of dividend arrear-
ages, are being converted to com-
mon stock so as to permit once
again a flow of income to the
security holders. But- what is
more important, the holding com-
panies are going through a

/| shrinking process.

 operating. companies.~

“local:

They are be-
‘{ing: reduced in‘size because they
‘must “ slough off their - scattered

.holdmgs and, their- security hold- | :-

ers .are; recelvmsz,lelther in’ ex-
change (-or. as. liquidating - divi-

This. is' a
factor:of . great significance ‘both
to-the operating companies them-

| selves.and’ to the investors who

thought they had an equity inter-
est 'in ~the utihity - industry” but

‘| found. that all -th
In this. particular case thenfact, Sl oshey-lad Wes-8

speculative ‘interest in a.holding
company.-Under- these conditions

it the years to come, the operat-
“ing. utility. industry "will have a

greater.ability to raise equity cap-
ital -on'a 'sound’ basis to finance
its ever grow.ng needs! and the'

investors ‘who furnish that capital |

will ‘receive their dividends di-
rectly, .without being subjected to
the expense and the risk of sup-
porting” 'an *outmoded  holding'
company organization.

In my view these developments

‘in“ the - publ.c utility field. have

real significance for the engineer.
They will have important effects
on:“the maintepance, expansion,
commercial policies, and the pub-
Tig:: posmon of - the companies.:
There” is. ample evidence 1hat

‘routine financial decisions such as

the adoption of “construction and
maintenance’ budgets .are more
soundlyand”intelligently arrived
at when an overburdened capital
structure with its attendant prcs-
‘sures does not force a cramped
judgment upon the managers. The
ibility - of "any business unit to
1djust itself to the ever-changing
sircumstances = of . our. economy
rests in substential degree upon a
conservative financial and corpo-
rate structure which ‘will permit
free choice ‘of ‘action based upon
considerations of the ;well-being
of the enterprise rather than one
of .expediency which is"compelled
by financial stringency. The gains
that have.been made in improv-
ing the financial ' structures and
policies .of the industry must be
maintained. Groups. like yours
have the responsibility of exert~
ing .your influence-ito:insure a
‘continuance ‘of -souhd corporate
financial policy. I believe you will
discharge that responsibility.

Parmele to Head New
Granbery, Marache Co.

Branch in East Orange
Granbery, Magache & Lord, 65

Bloadwq New York City, mem-

bers of the New York Stock Ex-

‘change, w111 open a branch -office

in- East Orange, N. J.,; on Jan. 2,
1945, " The office, located at 538
William_Street, will be under the
direction of Edward A. Parmele,
Manager. -In order to take over
his new position, Mr. Parmele has
resigned as President of Williams,
Parmele & Co., Inc., East Orange,
an investment firm organized by
him in 1937,

Mr. Parmele has been in the in-
vestment business for nearly 25
years, the last ten of. which have
been spent in the Oranges, where
Le is well known. From 1934 to
1937 he was with the Savings In-

vestment & Trust Company, in|

(,harge of .their bond account.

lnterestmg Rayon Stock
Delaware Rayon Co. Class A
Stock offers an interesting situa-

‘tion ‘with an attractive yield, ac-

cording to a study prepared by F.l
H..Koller. & Co., Inc,,
way, New York City. Copies of

this _interesting material. may. be | |§
"had from F. H. Koller & Co. upon
'requgst

‘Attractive for Investment

Great Northern preferred ap- ¢

nears attractive for investment at
this .time according to a memo-

randum on the situation issued by | §

Vilas & Hickey, 49 Wall Street,
New York City, members of the
New York Stock Exchange,
‘Copies 'of this interesting memo-
randum - may ‘be had from - the
{firm upon ‘request.

© margins.

‘As ‘a result, many dealers who |
had not sold mutual fund shares |

and have added such shares to

idle

" better. in.buoyant, rising mar-

“'rising markets.

‘What will 1945 bring? To ans- |-
| 'wer the unanswerable question |
first, what about the market? The
| 1ast time we referred to.the Stock
Price Trend Indicator occasionally |'
mentioned  in this column, was |

111 Broad-i| §

A MUTUAL INVES?MENT FUND
Incorporated 1928

Praspectus niay be obtained
through. your investment dealer
. or.from the distrisutor

223 lea! Estate Trust Byilding « Phita. 7, Pa

[ COMMONWEALTH ]

INVESTHENT

oo i COMPANY

eA Mutual Investment Fund
*

Prospectus on Request
*

GENERAL DISTRIBUTORS

NORTH AMERICAN SECURITIES CO.

2500 Russ Building » San Franciseo 4

‘Mutual Funds

Mutual Funds in 1945

1944 has been a good year for most mutual funds—a record yea;

for some. Generally speaking, per

formance has been excellent ant

growth has been substantial. Aided by rising markets, the combinec}
asset value of the industry has risen to within reasonable striking

distance of the billion dollar mark,

The results for 1944 and the reasons for their achievement grv\,

some clue 0 wuat-may be ex-®
pected ;in 1945,

One of the major reasons why
mutual funds have been so sue-
cessful this year is because of
the steady improvement in the
management job they are deing.

"A few years back quite a num-
ber of funds found it difficult
to . equal 'the . performance of
comparable market averages.
During 1944 the vast-majority
of funds have outperformed the
averages, many by substantial

'This improved perfmmance has
not gone unnoticed by investment
dealers throughout the country.

before became interested in them

their lists of offerings.
It is also undoubtedly true that

the uncertainties of the times are |’

in part responsible for the in-
creased popularity of mutual fund
shares. Investors who' in “nor-
mal” times ‘may have bheen in-
clined to rély on thei¥ own judge-
ment in the selection of individual
issues, are -how more conscious

of the advantages and safeguards |

which the mutual funds afford.

Other factors which have helped |’
the mutual funds (by mitigating |" "
“outside” competition) are |~
1 (a) the dearth of. new: security | i§

their

offerings; (b) the..virtual: “ceil-
ing”. levels already .reached. by

certain classes of securities; and | §
(¢) the continued shrinkage in the |’

total - available supply. Coupled
with ‘these negative factors has
been the mounting .pressure of
funds seeking refuge in
sound, profitable channels of in-
vestment.

Another factor of perhaps
greater importance than any
thus far mentioned is the action
of the market itself. It is hard-
1y a betrayal of the -industry to
admit that mutual funds do

_kets than in dead, sagging ones.
And 1944 has begn a year of

Prospectuses upon request

"National Securities &

'Research Corporation §
120 BROADWAY, NEW YORK, (5)

LOS ANGELES, 634 8. Spring St., (14)
BOSTON, 10 Post Office Square (9)

‘] A Class of Group Securities, Inc. k

GROUP, INCORPORATED

Railroad (Bond)
Shares

Prospectus on Request

_ DISTRIBUTORS

63 WALL ST. «'NEW YORKS5, N. Y, ~

QSRS

about four months ago‘I (Aug. 24).
At the time we reported a change -
in 'the shorter-term signal fro'
down to up. We wrote: %
“On Aug. 21 this short-term
-signal was reversed and both the

shorter-term and longer-term:
“indexes now point upward, Thi:

would indicate that while ther«
‘ may be another week or two off

consolidation ' in the presen’
“ trading range, the next signifi-'
~ cant  movement should be wup-'
~ward.”

As. events have ' proved,
- (Continued on page 2819)

tha

Toe Grirge
PUTNAM

FUND
n/ Boston

Prospectus upon request

Putnam Fund Distributors, Inc.
50 State St., Boston

Keystone

‘Custodian Funds

d|. Certificates of Participation ia

.. .. Trust Funds
investing their capital as fol*ows:
SERIES :
B 1,2, 3 and 4 IN BONDS

SERIES r
K-1, 2 IN PREFERRED STocm

SERIES ;
S 1,2, 3, 4 IN COMMON STOCKS
Prospectus may be obtained from '}
your local investment dealer or

' THE KEYSTONE CORP. OF BOSTON

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

-50 CONGRESS STREET, BOSTON, MASS,’
11
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. Municipal News & Nofes

Oneé of .the most pressing prob+ |

lems confronting many - of 'the
hation’s larger: cities is the con-
tinued loss of population and tax:
révenue sources to suburbs, as a
result of the failure of the metro-
politan centers 'to.correct the
tonditions which are largely re-
‘sponsible for this - trend. Chief
among the causes are the slums,
decayed ‘areas and accumulated
-obsolescence. which pockmark
. ‘substantial areas of these commu-
hities.

This “situation has ' developed
‘into.a threat to the financial sta-
bility of the City of New York,
in the opinion of - Comptroller
Joseph. D. McGoldrick, who par-
ticipated in- the weekly  Radio
Business Forum of the Commerce
sand - Industry Association .of New
York, Inc., over-Station WMCA

on Dec. 13. Others on the pro-

gram, which was ‘devoted to the :

« . "THE COMMERCIAL & ’E_INANCIAL;'..C.HRQNICLE"'_L

“Possibilitiés ‘'of “Urban- Redevel-:

opment in" Post-War,” “included |

Robert. W. Dowling, Association:
Director and Vice-President of
Starrett Bros. & Eken, and Thomas
S.. Holden, -Association. Director
and President: of F.. W. Dodge
Corporation, - The moderator was
Neal Dow . Becker, Association
President and President of Inter-
type. Corporation. e
- The blighted areas, Comp- "
troller McGoldrick: stated, rep- |
resent the root of a' great many
municipal difficulties and are a :
problem much more -serious

than -many. of wus understand.

The cilies, he siid, must solve
the problems involved in older !
areas or be strangled by them. '
In the solution, he pointed.out,

would  be " secondary “value .in !
the way of a.vast opportunity

for post-wai employment. . .

:féady « performed  on ' mortgages
‘which have resulted - in foreclosure
and loss. as-well-as inspections of:
(éxtant mortgage * portfolios "in
Which there still exists potential
.grief, have ‘brought clearly to
executive attention ‘mistakes ' of
the past. - Similar mistakes may
bé avoided in' the future if past!
‘€xXperience is’ appreciated and di~:
geésted thoroughly. .
‘In former - days . the. mortgage |
lender has used his resources and.
¢ommanding : influence, in ' the
house-building: industry for the
¢onstruction -of . homes : for - that
small: segment:of ‘our population
which'has . needed' financingthe:
1g¢ast.. There are indications that
this maybe his approach in the.
future.' . Practically . every - other
successful . industry. .which has
done - much. for the . establish~-
fhent and maintenance of a high
standard of living -and a prosper-
bus, democratic economy  has
_athieved this result by producing
for the masses. Thus far the con-
stfuction industry has failed 'in
the accomplishment of this objec~
tive. The masses need the. hous-
ifig ‘and are in sufficient numbers

to provide ‘the: most secure basel:

through boom rand. difficult pe=
¥iods. Furthérmore, if the indus-
t¥y in which we are all so vitally |
iftiterested is to contribute largely
to the continuance of a high rate
of employment, it can only. do s
adequately by reaching down into
this vast potential market, There
are many obstacles but it is only
by conferences such as these that
fealization may be had of what
these obstacles are and how they
Way be met.. - <. 7 o
_Three hundred years ago an
English poet said, “We live and
{&arn but not the wiser grow.” It
&0ietimes seems as though no
tfuer words were ever spoken.
Yet, viewing history in perspec-
tive, we realize that they are not
tfue, at least not entirely true.
One sometimes. is forced to think
that the Statute of Limitations/
fhust bar human memory as re-
Bpects missteps.. and” disasters.’
The diary  of Philip . Hone, the
iéw- York . merchant of the
1830s and 1840s, is almost uncanny
in its récord of human experience,
hwman frailties' and human, reac-
tioms, so similar are they 'to those:
of our day and generation.. There
1% a strong' tendency - for -history
10 repeat itself and it .is no credit
t6_the human race that this -is so.
The $pirit prevalent today that
all should benefit through - the
effors of yesterday and the hope
hat this; will come about is based
o ¢onfidence in the innate com-
mon sense of the. average man
who is believed to repeat mistakes
not because he is stupid but be-

‘ment and are ‘trying; to. reach it

. ‘nviestors everywhere- recognizing!

' the field of:servicing of mort-.

¢ause he is forgetful. “Lest we

wrget” mignt-be a good. slogan
for the'mortgage business. - {
This conterence is 'made : up.
largely of = mortgage investors.:
The strength of a mortgage is the;
continuing value of the security:
back ' of ' it.- Modern - practice:
teaves {he personal liability of the.
osorrower - largely “one .of = form
rather than one of substance. -If!
a mortgage is to continue in good
standing. and 'the investment re-
paid.in - full, as every ‘investor:
nopes and expects, there must be
no temporizing with the funda-
mental " security. This security
must _be soundin” its “inception.
and ‘it must remain sound com-
nensurate with: the unpaid prin-
Mnal balance. A A L
- 'The .quest: for .good mortgages
<alls. for ceaseless toil and pains-
.aking investigation. There is. no.
lasy. way in which to conduct a
sound. mortgage: business, There
ire plenty of unavoidable uncer- |
tainties as to real .estate values:
which make mortgage lending a:
challenging financial activity. To
add any avoidable hazards. to-the:
‘nherent risks will lead inevitably"
<0 losses.which will naturally cut
Jown the anticipated returns on a
mortgage portfolio. " ond
What is it that has, caused: so
nuch mortgage security to fail of
ts full' purpose? We are .told
that competition is the life of:
rade. It should never. be les-:
sened by agreements or undeér-
tandings. However that may be,
vhen quest for loans, as often
1appens, becomes so intense that
1 resuits in compromise of the
ntegrity of mortgage security,
hen competition, instead of being
ife, proves to be just the reverse.
Many evils which have hereto-
fore ‘grown up in the mortgage
ield are in considerable part due
0 cut-throat methods brought in
Jy a desire to put' money at work.
Nearly everything 'discussed on
she program’today probably. will
ove to be a by-product-of ‘an
1arestrained. and unhealthy . ri-!
salry for loans which. blinds the
wyes of those .who may have. set’
‘or themselves a quota of invest-!

't any; cost.:: : Sy

" From the very nature of a mort-|
-Jage investment it is believed that!

ninimim standards- of ‘security:
should' be: accepted -generally by,

‘hat there’is a‘vast field for in-:
‘elligenit competition-and .rivalry;

‘ages -which are' worth " holding:
nd can only be held through the
‘good- will -of the’borrower.  Har-
~d :D. Rutan, Vice-President: of
the ‘Bank for. Savings. in a recent
~neech ; before - one of  the. .Junior.

Forums of the :Savings Bank:|

Group, -snoke-effectively on this:

‘point, Here is a field in which:

/| competition in " service’ may de-

Financingthe Post-War . -
uilding Boom

(Continued from page 2804 )’

;fonly ‘should” construction be such
1| 'as to -serve. its' purpose with nor-
"j'mal depreciation from reasonable
|wear and tear but it should be

as to quality of materials and.

‘to the public. as well as to real

1add ' considerably ' t¢ . the . risk of!

gage lending., . T

-Every instance -of-this sort throws

'nent -and -desirakle: of possessions

ikt

" _"':;”"‘ *Wie Bidi on’ S
VIRGINIA—WEST VIRGINIA
" NORTH and SOUTH
. CAROLINA

MUNICIPAL BONDS" )
RICHMOND, VIRGINIA - o
Bell System Teletype: RH 83 & 8

Telephone' 3-9137 . - b

A

velop far and, wide in:the public
interest without jeopardy: 1o in-
vestors and without . discredit to
mortgage finance, S %

Another of' the by-products of
unhealthy rivalry for.loans is.the
acceptance of construction stand-.
ards which have been lowered for
the .purpose of  competitive  sales
There is no field where
shoddy ' goods - serve ' any useful
purpose, least of. all in the field
of .improvements. .on land.  Not

such ~as to give :the purchaser
what he may reasonably "expect

soundness of workmanship. “Any-
thing - else would be a disservice

ostate and mortgage investment.
- Every. lending. institution has:
had its share of imposition from;
ierry building. . The famous Bronx.
case of 1936, involving the part.al
collapse of a 60-family apartment
house_ in ‘course ‘of - construction
in'. which -, disaster ' 16 : workers
were  killed - and 12" injured,
shocked - the ' community " and.
brought a‘bou: the conviction ‘for'
manslaughter of those responsible.
In the course.of the trial, which:
lasted 'a month and a-half and:
during which 3,000 pages of, testi-:
mony was taken, it 'was shown
that "old" steel andan- unusually
large "'amount "of’ -second-hand
bricks had ‘béen used, mortar had.
been mixed which was of poor
quality and there had been lack of
adherence -to -plans:- -1t is-a sad.
commentary  that . despite  rigid
building - codes  and inspections
such ' a disaster could have oc-
curred. - Little” was ' said"in--the
oress reports about the imposition
and loss, if any} caused to- those
who were financing the project,
It is true that possible financial
loss sinks ' into- insignificance as
compared. with the loss of human’
life ,and ' the  injury .to” human
beings. . However, the mere fact
that such' building ' collapse " due
to inacequate materials and work-
manship. could: occur in a city

whose building laws were a model |.

and a guide for other communi-
ties throughout the United States’
was sufficient to make lenders
stop- and ponder latent risks aad
dangers in censtruction, ; |

Human " 'nature cannot ‘be
changed over night. The chiseler
and the cheater are apt to be with
us for. some, years to come. The
specuiative builder and the specu-
lative owner are alike responsible
for mauch of the grief in real estate;
and - ‘mortgages. - Sacrificing . of;
light and air, the lowering of the
quality’ of materials, inadequate’
inspactions as well as ‘deviations;
‘rom. architécls’ specifications. .all

eal -estate ‘ownership, and- mort-i
i

- Detericration. of vhysical strue-
ture,”due” fo . inacequate -or.-im-|
propex materiais, .and - poor con-
siruciion, leads to-ceterioration ‘of
rcighborhcods. and ‘then ‘of -areas,

diseredit-on the' future -“worth :of
what -should be the most perma-

and leads.to public as well as pri-|
vate -problemns - which - affect - the
entire municipal structure, - RSS!
"It is a‘rule’of ovicient law that

‘Lie who aids and abcts an thiquity *

{

bility.-  Probakly: no. .mortgage
lender - vever " means” 'to aid ‘or
condoneé -reprehensible’ practices:

However, carelessand improvi-|

dent Joaning always does so. It is
well for mortgage lenders to be on
their guard in this respect: . The

closing .of one's. eyes' to poor |

specifications o deviations there-
from is stupid. business and will
be ‘discussed in today’s program.
If. anywhere .building. and. con-
struct.on codes let:down the bars
and permit any shaving process
whereby - builiers have the right
to.erect structures which will not
last ‘their alloiied time.or serve
their- oslensible purpose then let
‘it be hoped in the {uture to the
credit of linancial institutions that
stich: structures will not' be built
because they cannot: be financed.
The old .days  when a loan could
be secured on snything that went
by the name of improved real es-
tate, while only vésterday, should
beregarded as an nnfortunate and
unrecurrable episode in mortgage.
financing history, never again:to
he accepted or tolerated.

Ir is further plarned that dur-
ing the day there will ‘be discus-
sionof .that cther ky-product’ of
boom: days. which has - generally
led .to 'loss, if not disaster — the:
elastic’ .or .blown-up appraisal.
Strangc as it 1nay. seem,: hard-
headed men of good judgment, the
mortgage lenders of America,
have shown . thist “they may be
hypuotized ty-'a word, the little
.word ‘‘appraisal,” just as the in-
vesting public permitted -itself to

‘| be lulied into a false sense of se-'

curity by the word: “guaranteed”
in reference to mortgages.  In few
cases do-those 1elying upon these
simple words  go- behind - the . re-:
turns and ask; “How strong: is he
who makas the: guarantee?” ‘or
“How compeatent is he who makes
the appraisal?” - Sume day some-:
one may write a hook on the folk-
lore- 0f real estate appraisals or
of ‘mortgage. guarantees, It ' will
be.iateresting even though-dole-
ful -reading. -~ Already there is a
resurgence of intercst on the part
of morigage lenders in the whole
stibizee ‘of “real estate valuation.
* The appraisers themselves have
much to ‘dv in improvement of
‘lechnique ‘znd judginent and in
avoiding the nefarious practice of
adjusting - their’ conclusions to
clients’ wishes..~ They will be
'stimulated” to. action if mortgage
lenders demand it. An appraisal
is’ the " rock " foundation  of - safe
mortgage- investment. * It should
‘be not just for the day but for the
entire period of' the mortgage
‘duration. - All too 'often it has
been no more dependable as a
buttress’ of safety than shifting
sands or-a piece of quicksilver,
‘Hence it is thought desirable in
this conference to have a discus-
sion ‘and reappraisement of ap-
praisal methods and practice. =
It-is also believed by the com-
mittee planning  this conference
that 'some time during the day
refererice should be made to the
responsibility of lending institu-
tions . in . giving  assistance to
proper development. or proposed
rebuilding of our centers of popu-
Jation. . On the one hand, there
‘exist’ great aggregations of cap-
-ital, the ‘repositories  of the sav-
‘ings of millions of people  which
must be put to work for proper
return “in ‘accordanceé with éstab-
lished legal safeguards. To pro-
‘mote’ thrift” this return must be:
kept adequate. - At the same time,
‘these  funds'. should “be 'used "for!
-the “welfare -of ' society’ which -is!
‘theit’ source: “'Not alon€ is'there:
this well Tecognized obligation to'
‘the ‘communities which* produced:

“aridsaved the"funds. Morée and |

‘mote “investors’;‘are’ ‘coming to;
‘realizé ‘that’ the ‘soundnéss ‘of in-|
vestments generally-has a direct:
relationship to' the" ‘attitude "of
‘debtors " toward. their “obligations’
and. the -conditions’ under” which
they. live. -~ Public " and . private
‘morale déepends’ largely upon de-|
cent living and ‘working “condi-i
tions in“bothyrural and urban sec-!
'tions of our country.: This inter-
dependency of faetors in our body

recognition.. The secial responsi- "

bility of institutions, as' of indi-"* " |
viduals,” has the‘sanction of ‘law. = °

as-well as that of public opinion.
There is’a growing appreciation
‘and acceptance of  this responsi-. .
bility. s ot 3

The large-scale -housing. devel-
' opment of the past decade .both in
its'private and public aspect is an
appropriate iliustration. Here is
seen: an. evolutionary project al-
most revolutionary in its implica-
tions. © It is. full of hope ‘and
promise of ‘a’ more wholesome,
healthy and' contented citizenry.
It is a development which mort-
gage . lenders may  view. with
pleasure -and respect. ' For any
trend - which makes for a more
adequate and more constructive
use of land enhances the value of
.land ' generally and makes more .
desirable , the use of improved
land as mortgage security. i

Hand: in hand with. future land .
 valués goes  the necessity of
proper planning. This is a much
misunderstood word. Planning in
the sense of city orderliness and
mortgage lending is not a  blue-
print. It is not planaing .in the
sense of regimentation. It is sim~
ply a pattern for the discourage-~
ment of future mistakes which, if
‘made, inevitably ' will deteriorate
mortgage security. el

Through' bitter experience we
.have all learned the importance of
the suitability of an improvement
to the land.. Through bitter ex-
perience we have all learned the -
tremendous loss. in “values from
obsol_escence, accelerated by the
deterioration = of . neighborhoods.
Through  bitter experience we
have all learned that: intelligent
thought in . municipal action
through city planning in approv~
ing. subdivisions = and providing
nroper and adequate zoning might
'have»,sqved thousands- of homes
from blight and prevented a mul-

‘litude ot forzclosures, - :
- ~Any..movement - which - stimu~
-lates u: sizable: . contribution: to.

higker-standards »and. eliminates .-

Jlong-standing -abuses, all -without
-subsiantial. change in"the. basie
_cconomie. coucept, is entitled our
-respect .and - cousideration as a
,gu_gde_ for . the . future. A sound -
bu:ld}ng, soundly - financed, - still
has- inherent the seeds of
‘premature’ decay. with -consequent -
:10ss. to the mortgagee and - the -
community if-the structure is not
Viewed in its settivg as a-part of
.on over-all ‘plan. . There exists a
Lime-worn formula of  mortgage
—lenghng not to concentrate -in lo-,
‘calities on the theory that it is
‘not.wise to have all one’s eggs in
one basket. This theory without
adequate community planning has
rgsulted in an-inability to exer-
.cise : control-. over. neighborhood -
ob_solescence and all attendant
evils. It is said that these same
investors must sit idly by and see
the cancer of obsolescence eating
away the vaiue of mortzage se-
curitv with-«mall hope of halting
it, It is-time that serious thought
and consideration be given to this
-problem. ’ ¢

A
< If a mortgage  lender would
-realize that close ‘cooperation be-- '
tween' municipal, State and Fed- -
eral plauning agencies and private
-capital will ‘result eventually in' "
strengthened ' mortgage ‘security ™
‘then’ he will  have goné-a long
‘way “in stabilizing: the value of
-mortgage security.’ A mortgage
lender’s - foresight- needs "to. ‘be
sharp - and- keen and. constant to
-visualize fdirly ‘the future of the.
mortgage :which ‘he puts”on-hix -

books." -He must -have 4 field of -~

- vision: which:is broad-and distant. ...
In"the ‘past “it. ‘has sééined ‘as
‘though ‘every. boom must 'have fts * ~
following debacle. No boom Tasty '

-forever.’ ‘However, ‘excesses and = "
violent reactions ‘may- be-avoided "’

if. meén put theit minds to it. If
houses. for “sale - fif the  pocket-

-books ‘6t those who énnstitute the *

‘market a-recession’ does not be-
come’ -a. -depression. : Building
‘should.» nevers exceed démand.

Occupancy is.the.keystoae.of suc-. ..

cess“and' of-value: Unless clese

is in effect-a partner in responsi- > politic is: comirg 1o bhave f.genetal'aqtkteht-ion is »given to'the need and
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ment on the new and busy docks
of" Dairen.:' I’ was astounded.”at
_the - air-conditioned,  streamlined
trains operating : on - the . Souta
‘Manchuria Railway, but ‘in con-
trast to this I could not help but
" ‘be -shocked to -find nothing but
‘hand-labor by coolies-in the great
.coal mine ‘at- Fushun. - There,
drudgery was at its worst and
. _pay at its lowest.
."What 'do these stories meéan?
The  answer, of 'course, in  its
' simplest form is easy. There was
- no road machinery in Greece or
mining machmery at Fushun, nor;:
‘collaterally,” were: there: in ‘all
‘probability the.téchnical skills to’
-use either of these. I mention skills
because they invariably move hand
in“hand with" the proper use of
‘productive ‘capital; by ~which: I
“mean that capital which ' multi-
plies, “directly or indirectly, the
productivity of the individual. It
is important, I believe, to under-
-stand’ not - only . that capital is
-absolutely essential for mass pro-
- .duction, which: has® made this
.country. great -economically, but
:that’ with -this  process has" gone
-the - raising of knowledge .and’
.skill, as well as of living stand-
-ards. In fact, a.large part of the
advance we have made, which we
call progress. or -civilization, 1is
‘based on the knowledge and skills
which ~have -accompanied = our
whole use of productive capital in
our economy. :
- .I-must be quite blunt in*saying’
‘that I am mnot solely and.primarily
‘interested in living standards nor
‘in prosperity, as desirable as these
‘are.and as hard ‘as all of ‘us who
‘are in a leadership position in the-
country must work for them. It
is. evident -that ' businessmen
‘throughout the mation are doing,
their level best to assure an ade-
‘quate number of jobs in private
‘employment after the war, both
by - planning their. own future.ac-
tivities and by outlining the gen-
" eral | conditions ‘required ' for-a
dynamic - and " réasonably- stable
‘economy.  Despite all this,” whemn
‘we s good citizens ‘strip our
_ ‘thoughts down to what I term our
prime objectives I think ‘that 4all-
of you will agree that the main-
tenance of the maximum' degree;
of individual liberty: is: after all:
that which we seek for' ourselves:

; and for all others. At the same,

time we should recognize that the
use . of capital ‘and labor “and, .of
course, all of the other productive
forces such as invention and man~
agement, are so intertwined as to
form a. common web.. We all
realize that the tragedies of Eu-
rope -have sprung from the 'ac-
ceptance of centralized - govern-
mental power which promised
extravagantly but which usmjped
the liberty of -peoplé who little;
understood the ‘eventual result.
Every potential dictator has as-/
sured improvement for the masses,
including an increase. in the: de-
gree of personal liberty and free-

the -demand the danger of over=
production may: be greatly. accel-
erated. as vast funds for invest-
ment plus Federal credit become
wwvailable. . It may be more diffi-.
cult to loan .money safély in' the-
‘future than in the past. * = -
We  live. and _-learn. . Every
boom must. . have  its recession.
Even ‘so, the task. of- providing
higher living #tandards and decent
housing conditions for'America is-
/' _stunendous. in size. . It is-believed
*-.that.:-intelligent -action: and..in-
. 7telligent interpretatian of :the past
.can do much: to: preveut. the his-
torie panics;and wholesale:fore-

... "closures.. It is 'believed ~that in-
- tellizent planning can do much to

avoid .abnormal-loss in the mort-
‘gage field.: We want and welcome |
.business:: ~confidence; :-: :Business
confidence-'does 'not mean busi-
ness folly. - v e el
-Perhaps. after all. having Jived

al and ProsPe

" (Contintied from page 2805) =~ -

rity

dom: of . self-expression, and yet
the results have been.such .as to
make us conclude with  Ovid,
“Deadly. poisons are ~concealed
‘under’ sweet honey.” :
Turning to the question ‘of our
own history, the trend of economic
development ‘is indicated by :the
following - figures: In 1850  our
population was 23,100,000, our na-
tional wealth was estimated to be
$7,000,000,000 and ‘our per capita
wealth ‘was $330, whereas in 1930
our population was 122,800,000,
our national wealth was estimated’
to be $353,664,000,000 and our per
capita wealth was $2,880. .Based
on these and. many. other figures:
known to-all of you, no one here
will - controvert the fact that
America has' outstripped the: rest
of the world in ‘economic develop--
ment, not only in total but also in
the distribution of “its benefits to’
the masses. : Y o8
. The subject which I am asked
to discuss today 1s the application.
of capital to our future prosperity.
With - the background of what I
have ‘already 'said, I can do ‘this:
with a technical approach com-
prising a lot of statistics, 90% of
which ~would--almost surely turn
out to be wrong, If.I do not-do
anything else but get over to your'
minds the fact. that estimates of
future  conditions in the, United
States, as necessary-and as- de-;
sirable as they may be in some
mstances, will probably in actual
experience prove.to be erroneous,
I think I'shall not have wasted
your time. 'Weé need, I believe,
‘more. - hard. thinking based on
skepticism, - We need to work out.
the fundamentals rather than to
put on paper the estimates of our:
dreams. I shall, therefore, with'
regard to capital in the post-war
period draw your: attention only
to the .very. simple ‘statistics of!
new corporate bond and note is-
sues . which | took place in .the:
United States during the decade
of the twenties and which :aver-
aged about two billions of dollars
per, year as contrasted with the
mnew corporate’ bond ~and  note
issues of the decade of the thirties;
which averaged oaly about $500,-
000,000 per year;.ie., 25%. The
relative prosperity and depression
of the two periods, when. consid-
ered. against ;the figures which I
have just mentioned, form an in-
teresting speculation. I do not
mean to .indicate that the situa-
tion with respect to capital forma-,
tion was the only force applicable,
s.nce, of course, there were many
differences as between the fwo
decades.  What I.do believe very
specifically, however, isthatunless
we are going to rely on a greater
and greater extenton governmental
financing, which per se is a. trend
toward dictatorship, we - must
make our plans for the future
so as to induce private capital to
flow into productive enterprise.
Not only must we do this but we
must set up a system which will
generate from year to year more
risk capital for such investment.
In-order to prepare myself for
this speech, I have discussed with
a number, of bankers and econo-
mists " their- -views " on‘ capital
formation in the post-war period,
Quite frankly, each man has
enunciated: different assumvtions
'and different conclusions. There
is, however, .a similarity of ap-

‘generally by saying that the, im-|
mediate post-war period will not
jn- all probabilitv.-be ‘so difficult,
as the period which comes after;
‘the dissipation of pént-up demand|
and: pent-un: ‘purchasing :power,:
the latter. of -which.. we must re-:
member. will,be augmented in all:
:probability: by the reinstitution in:
-our -system of time payments-for
‘all ‘sorts :of .durable 'and semi-
durable goods nurchased by the
publie: I would be an ‘utter fool

proach which I shall classify very |

_chasing . power,. numbers of _jobs
‘atforded;  national : income, . .etc.,
Jbut. you, I-think, would be even:
more foolhardy in.believing me if,
I.did. What I .can, however, give.
.you cis--the second thread of
thought which has run  through
all of the answers I have received,
and that is, to afford sufficient
private capital for a reasonably
happy ‘and dynamic economy after
the pent-up demand and purchas-
ing: power are used, we must see
that our Government is frugal in
the extreme (for even with such
care ‘our national budget will be
large) and that not only the use of
present risk capital but the forma-
tion of new risk capital is en-
couraged. . This means inducing
corporate expansion through the
use. of - present capital as well as
through the accumulation of new
capital. - When we turn from the
corporate form to the individual
we find that exactly the same
principle = applies. " There is, 1
maintain,: .only ° one - approach
which will solve the problem and
that ‘approach lies in what our
Congress does with the tax prob-
lem plus what our whole national
policy is toward, the- maintenance
of a bullish rather than a bearish
psychology.® Men who think that
the "future is an expansive one
with great opportunities will .act
much - more aggressively - with
their ‘capital than men who are
pessimistic.” " In this there is. no
\g,round for argument.

In. addition to the questions of
national psychology and tax pol-
icy, I must at this point mention
a governmental agency  which
may play a large part, ie., the
Securities and Exchange Commis-
sion,  If that body continues'the
attempt to extend its function and
in fact its control and thus dis-
turbs the normal process of issu-
ing new securities, the effect on
our whole economy will be tre-
mendously deleterious. . Based on

‘Second "~ Vice-President;

this statement, it is to the advan-
tage of the American people that
the ‘whole status and function’ of
the SEC be reviewed by Congress
and outlined much more specifi-
cally.  In this’ process,,I .think.
furthermore, that ‘issues” up to'
$1,000,000 should.be entirely, ex-
cluded from SEC supervision.
There are two erroneous ideas
which  have  plagued us. for  a
decade and which, judging from
many public -statements . of
Government officials, economists,
businessmen, labor leaders, writ~
ers .and commentators,” will, "1
think, plague us_even more ia the
{uture. They relate specifically to
the " question .of private capital
formation ‘which we :are discus-
s.ng and which is so vitally neces-
sary if we are to have a dynamic.
progressive economy.  The first of
these ideas is that the extent of
our public -debt is unimportant,
since after all, it is internal, i.e,
we owe it to ourselves. The only
shred of true value in this state-
ment resides in-the incontrovert-
ible fact that it is better that the
debt be held by our citizens than
by foreigners. We thus avoid
such'a broad question asthe effect
of the export of money for pay-
ments. . On the other’hand, in-
ternal debt is a.burden on produc-
tion (which means living stand-.
ards).-and on opportunity (which’
means - freedom). - The basic
trouble with Government debt is
that it represents no ' productive
force.  Bonds on a mill or factory |
should be seif-liquidating through |
‘profits- and are directly -respon- |
sible for the buildings and equip-
ment reauired for the production |
which' flows -into- the* economie.
system:-, Government bonds; how- |
ever, represent, for-the ‘most part.’
maoney. ~which- has . been: spent:
withovt “leavihg any  wvroductive
force hebind. ..Sometimes: these:
exnenditures are-for Jatdable and!
necessary. purnoses, such as ‘the
furds over and above tax receiots’
really- required to. win-this war.:
.Qometimes these expenditures are’
Ffor. -experiments.. . which .jmneril

if -1 -were -to attempt-to translate.

and Jearned we may,a little wiser,

" “be. It is honed that this confer=; I : eona )
-ence may help usto that.end..:iy: ¢ cast as to years,amounts of pur-. the 'American people earn - their

.this. general statement which .T:
‘have made into an accurate fore-:

freedom and .impede the operation
‘of the economic system bv which

Charles Koch Heads 1)

Cuyahoga Counly - -
Savings Loan League

CLEVELAND, OHIO — Charles
F. Koch, executive. secretary of
First. Federal Savings & Loan
Association of'Cleveland, became
president. of the Cuyahoga Coun-
ty (Cleveland) Savings & Loan
League at the group’s 44th annual
meeting. © He succeeded William
E. Taylor of Security ‘Savings &
Loan Co.

Other new officers are: C., W,
Grove, president of Second .Fed-
eral Savings & Loan- Association,
First Vice-President; H. M. Ait-
ken of Heights Saving & Loan Co., ]
Charles
H. ' Heintel, President - of West
Side Savings & Loan Association,
Third Vice-President; and Paul L.
Schneller of St. Clair Savings &
Loan Co., Treasurer. William A,
McMillen of Cuyahoga Savings &
Loan. Co., Secretary. of the League
for a number of years,” was re-
elected. - .

living..  In any -case, Government
debt must be considered a dead
weight inthat ‘it has to” be paid
by taxes. . The only alternative to
this 'is in the case where debt is;
wiped out by inflation. The rank

‘injustice of such-a process, espe-|

cially to the older ‘men -and
women of our population is, ‘I
think, appalling to everyone.

The second superficial and yet

‘thoroughly dangerous idea is that

the flow of purchasing power
must be controlled and channeled
by Government and, furthermore,
that ‘when "there is an insufficient
flow .of purchasing power to as-
sure living standards at the level
thought proper it is the Govern-,
ment’s function to  generate pur-
chasing power and to distribute it
in the manner considered socially
desirable.” This process is the very
one .which ineyvitably drives pri-
vate capital to some storm. cellar
and leaves the Government at-

tempting to- stimulate" prosperity’

through  deficit financing. = We
may rail against the flight of cap-
ital to security as much as we like

very nature of capital funds is to
seek shelter in‘a storm; and useful

better :for all-of 'us.': Of cgurse
this is: so- because capital is but-a
tool of human beings and, there-
fore, follows the basic and ‘un-

to protect not only himself but
his possessions. . .. .

I have tried to state the fore-
going erroneous thoughts clearly
and dispassionately, together with
at least some indication of the
effect of such policies. It is es-
sential, I believe, that all of us
understand that a coatinuation of
such policies in the future will be
devastating. A projection of these
thoughts means that instead of
putting our house in order at any

time when conditions ‘are unbal-{.

anced or unstable or unsound, we

return rather to deficit financing, |-

which not only increases the pub-
lic debt but brings into-being all
kinds. of so-called social reforms
which + .always, - and - inevitably,
accompany - the. attempts of - the
Government to finance the econ-
omy.. In other words, not only is
involved the future .of . the so-
called. free - enterprise.:. systém
which -affects labor. and farmers
just as: directly as: it .affects the
businessmen, but the continuation
of liberty.itself. is threateneg. T

old private capital and the forma-
tion of new.private .capital. not
only with a. prosperous society
but .with .a continuation of wha’
we and our forefathers have av
perienced “as' the basic freedoms
of . religion. speech and'. opvor
tunity,” which latter, 'of ‘course.

includes the whole concept.of vri-

vate property. . Let -us_ not fool !

but the sooner we realize that the’

employment in fair .weather, the]

changing nature of man, which is

want, therefore, to ask.thaf each.
one --of -~ you - -concentrate,,his/
thought ‘on - this essential . inter- |
relationof the encouragement of,

N. Y. Savs. Loan Ass'ns
Increase 13.9%

Savings by the general. public
in the 246 savings and loan asso«
ciations of New York State in=
creased $61,574,200, .equivalent to"
13.9%, during the first  eleven
months of 1944, it was announced
on. Dec. 21, by Zebulon V. Wood+
ard, Executive Vice-President of
the ‘New York  State League of
Savings and: Loan Associations.
According " to the announcement
the bulk’ of new savings is being
invested: by the Associations -in °
United States' Government bonds.
This, it is stated, is evidenced by-
the fact that the proportion  of
total ‘resources invested in Gov=
ernment bonds in savings and loan
associations. has increased from
23.1% at 'thé . beginning 'of the
year to 28.2% on November 30th:
From’ the advices we"also quote;
. “Mortgage loans .granted . by
the 246 savings and loan associa~
tions' of New York State 'during
November, 1944, totaled $7,652,=
261, which represents an increase
of 49% %, or $2,534,309, over No-
vember, 1943. - $6,833,844 of these
loans were “for the purchase of
homes, $471,637 for refinancing,
$126,813 for repairs, $20,744 - for
construction and $199,223"  for
other loans.

“Total assets of the savings and
loan associations reached an all«
time high of $588,455,555 on No-
vember 30, 1944, according to re=
ports submitted to the New York
State League.” ;

Klapper Co. in Boston
(Special to The Financial Chronijcle)

© BOSTON, MASS. —'S. Peter
Klapper has opened offices at 31
Milk Street to engage in a securi=
ties business under the firm name
of S. Peter-Klapper & Co.

ourselves, for it is’ absolutely ine
evitable : that we . face " squérely
in the post-war: future of' America
the--basic question of the relation
of the individual to Government.
On-the" solution ‘of that question
hangs not.-only .our future pros=
perity“but - our. future havpiness.
If this can but bé believed. firmly
enough by ‘da few -and:then spread
broadly:as’a concept-among -our
‘people, “we ‘have more - than- a
fighting charice - for- success. As-
for ‘all of us it is ‘our duty not
only as’individuals but on behalf
of the. interests ‘we represent te-
‘stand firmly against-those trends:
which 'we know will eventually/
undermine ‘opportunity -and lib=-

erty,. ... - :

.
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NEP: The New Export Pohcy

(Contmued from first page)

head of the WPA, writes:1
“ . . we shall have to make
further loans abroad . “[to
be] used exclusively to pay for
. food, goods and equipment
grown or manufactured in the
United States. . . . We should
not again make the mistake of
the twenties 'when we made
loans to foreign governments
which spent the money in their
own countries instead of in the
United States. If our loans are
to be adequate to the dimen-
sions of the world needs for
reconstruction and-  develop-
ment, " they  must be _at least
9everal billion = dollars . per
year.
Consider this matter of our
foreign. loans. It was once &
promment polmcal topic of dis-
cussion.  The picture of American
foreign investment of the 1920’s
as it used to be painted in Wash-
ington mlght be catalogued under
the hde ““Scene ' 'in . Sombre
Hues.” Now, rather all of a sud-
den, we are hearing from Govern-
ment cfficials on every side that
“bold” post-war ~ investment
abroad is to be the dominant eco-
nomic style for us, and an artistic
retouching job is being done on
the records of the: period above
alluded to.
. Undersecretary of Commerce
Wayne  Chatfield-Taylor; in a
speech distributed to. the press,
states. that he sees ““no. funda-
mcnta] reason .- why well-
concewed foreign investment may
not .proceed without “definite
limit; either as to amount or as to
period, and with mutual advan-
tages. . Without pausing to
- explain what he ‘would regard as
“well conceived” inyestment, Mr,
Chatfizld-Taylor proceeds to at-
tack- the “mlsconceptlon” that a
creditor country in its foreign
trade must always have an excess
of imports in the balance-of-pay-
ments sense. This, he adds, “is
obviously. true of a passive cred-
jtor or ‘rentier’ country which is
making no net new foreign in-
veéstraents, but.it has no applica-
tion to an active creditor coun-
try which is makmg new forelgn
mvéstments

Cert'unly But one may won-
der hether Mr, Chatfield-Taylor
is just playing with words. Or
does he mean what his speech as
4 whoele seems. to imply: that the
Unitéd States should forget about
‘how it is to be paid for Américan
investments already made abroad
and .embark on a new and much
vaste1 era of foreign investment
“without being too particular
about  whether ‘it ever recovers
payment on the new investments
either? . The . latter, indeed, is
precisely the sum and substance
of the advice contained in testi-
‘mony, speeches, magazine articles
and.;other releases- of high' Ad-
‘ministration spokesmen. This
greator setting tends to absorb in
its stride the Bretton Woods pro-
gram . for - a ‘mere - $6,000,000,000
American subscription to an in-
ternational ‘Fund and Bark as
just +ne step .down a one-way
street of “lending” contrary to the
lessoq; of experience,.

The effect of the coordinated
cdnren., propaganda for new for-
eign, loans and investments is al-
read&r to be noted on -Capitol
.Hill," where the writer was.re-
cently told frankly by .one Ad-
thinistration supporter that it is
ﬁot necessary for us to- know,
when making foreign investments,
“how or even whether we shall be
repaid. The important point,
rather, it was explained, is that

through new foreign investments.

and the consequent exports of

American goods and services, un-

employment in the United States
will ‘be prevented. In short, an
orgainized, Government - spon-
gsorec  “favorable” balance of

1 American Magazine, Oct. 3,
1944.

trade is to take the place of the
WPA in future planning. of tine
economy.

Undersecretary Chatfield- Tay-
lor rémarks that our investment
experience has not.been as bad as
believed; that “service was main-
tained throughout the depression
on approximately ‘two-thirds of
our toial foreign bond holdings.”
Note the word “total.”

The story looks very different,
however, if our Canadian invest-
ments to date are separated from
the 'rest of our investment ex-
perience. - Generally, the record:
of our large investments in Can-
ada is excellent, which makes a
lot of difference in the ‘“total”
picture. - Since Canada is ex-
pected to be a capital exporting
country itself after this war; such
investments and loans as we are
now likely to be persuaded to
make abroad will be to' riskier
borrowers than Canada.. There-~

fore, we ought to cast an.eye on

lendiag to non- Canadlan forexgn
‘| borrowers.

It is fair to assume' that Mr
Chatfield-Taylor based the above-

presented in the Commerce De-
partment’s: monthly Survey = of
Curient Business for November
under the title “Foreign Trade:in
the Post-War Economy.” There
the reader may find spelled out in
more detail the line of argument
calcuiated to get Uncle Sam 'to
put ‘his hand “boldly” into. his
money pocket. In that article the

ures to demonstrate that. from
1920 ta 1940, inclusive, the United
States received from its private
foreign  investments = $10,300,-
000,0C0. ! Ei)

This figure is arrived at by tak-
ing the best available .estimates

end of 1919 (the war ‘debt:
omitted, of course), adding net
new - foreign . investments, -and
comparing the total of these two
items with what this country re-
ceived as income payments plus
the value of our foreign invest-
ments remaining at the end of the
period.. Here is the  Commerce

the experience ‘we have had in
1—What the United States put in:
Estimated investments abroad at end

investments abroad of 11.8 billion

Total. “

Department’s calculation:2
Billions of dollars:

of 1919

Net new investments abroad from 1920 through 1940 (gross. new

dollars less amortization

- receipts on. foreign dollar bonds and net resales of foreign
securities to foreigners. of 4.9 billion)

2-—What the United States got out:

through . 1940

Value of investments abroad at end of 1940
Income payments received on investments abroad from 1920

Total

23.7

3—Excess of what the United States gbt
States put in

out -over what the United

105

Without disputing the Depart-
ment's arithmetic, let us see what
happens to this rather attractive
story when' the figures for total
foreign investments and invest-
ment  income are divided ' into

(In,‘ millions

Item—
Investments abtoad end of 1919
Net new investments abroad, 1920-40

- $2.6
*4.3

Total invested $6.9

Value of invests. abroad‘, end of 1940

$2.2
Inc. payments rec., 1920-40, inclusive . 6.0

$8.2

$1.3
“Obtained from Commerce Department,

Total “got out”

Exc. “got out’” over amount invested..

foreign . securities.

of the difference between this ngure and
Department, see footnotes 1 and 2

although the 1919 figure does not.

In Table I the last column re-
peats the already-cited Commerce
Department  figures. The first
two columns of figures show the
breakdown into “portfolio” and
“direct,” using Commerce  De-
partment data or its sources not
specified in the Survey of Current
Business article.

This analysis shows us that:

(1) The total net return on our
long-term investment experience
over the 21 years, 1920-1940, was
$1,200,000,000 smaller than' the
Survey article reported: $9,100,-
000,009 instead of $10,300,000,000.

(2) The = $9,100,000,000 came
chiefiy ($7,800,000,000) as a re-
sult of the direct investments,
and only to a minor extent ($1,-
300,000.000) from investment ‘in
seeurities.

The governmental loans, -in-
cluding pre- and post-armistice
war debts, are of course in a sep-
arate claes

If Americans are to consider
again buying foreign bonds$ after
this war, they ought to keep their
eyes - on ,the first, column of

Table 1.
Let us analyze the data a bit
further in Table II, so as to ex-

Portfolio

their two chief components, port-
folio or securities investments on
the ¢ne hand, and “direct” in-
vestments such as branch plants
on the other, We then get this
resuit: - ¢

4 TABLE I
Commerce Department long“term-investments figures broken down

of dollars)

Diredt "
83,9 &
i34

Commerce De-
Total -partment Tota]s
$6.5 $6.5
1.7 6.9

$7.3

$7.2
7.9

$15.1 $23.3

$7.8 $9.1 $10.3
The United States in the World Economy.

$14,2

§89.4
13.9:%::

$13.4

$9.8
13.9

$23.7 -

Economic Series 23, Table III, by adding new issues for foreign account minus the sumr
of amortization ‘receipts from foreign countries and net transactions in outstanding

iFrom the same source, Table IIf direct investments, net flow. For explanatior

the $6.9 billions total. of the Commerce

iThe explanation of the discrepancy hetween this figure and the $6.9 billions showr
in the Survey of Current Business is not known to' the writer and he therefore has
on way of further checking the breakdown against published sources.
difference does not invalidate the conclusions of this article.

§The Survey figure of $9.8 billions apparently includes short-term investments,

In any event tho

ableness” of our total investment
experience,

.Here is what we find: Our

total foreign long-term invest-
ment during 21 years yielded about
4.1%. per annum. Actually, those
investments as a whole could not
be repatriated today, or any time
in the foreseeable future. They
are not “yield” inthe usual in-
vestment sense.
. The 4.19% per annum “‘got out”
of our investments was accounted
for largely by direct investments
such as factories and mines owned
abroad. The foreign bonds and
stocks we bought. produced on
the whele an average - annual
yleld of. only about 114%, which
is hardly a handsome return, con-
sidering the  risks ‘involved in
long-term foreign investment.

Remember that the overall to-
tal in Tables I and II include our
happier investments in Canada.
Now let us® separate from some
of these figures the Canadian and
non-Canadian experience, again
using Commerce Department sta-
tistics.3 At the end of 1940 Some

2From Survey of Current Busi-
ness, November, 1944, p. 11.
3 Foreign

press in percentages the “profit-

.

July 18, 1941, p. 5, table.

quoted  statements on . 'the- data

Commerce Department cites fig-"

of our investments abroad at the|

Commerce Weekly .

|Broker-Dealer Personnel ltems -

If you comemplate making

additions to your ‘personnel

please send.in particulars to the Editor of The Fma.nczal
- e Ch'romcle for-publication in this column.

(Specml to The Fmancml ‘Chronicle).

- BOSTON, MASS.:- Frances S.
Wildes is. with- Fredenck M. Swan
& Co., 75. Federal St.

-—i’

(Special to The anniﬂal Chronicle)

- CHICAGO, ILL.<iWilliam Arch
Hoisington has ‘joined the staff of
Merrill: Lynch; Pietce Fenner &
Beane, Board of Trade Bulldmg

(Spﬂcm to The Fumncml Chronicle)

CINCINNATI, O.—~Justin Meyer
is ‘now. ‘connected " with ‘Merrill
Lynch,  Pierce, Fenner & Beane,
330 Walnut St.

(Special to The Financial ‘Chronicle)

GRAND RAPIDS,’ MICH, -

Richard M. Gillett has been added
to - the - staff = of MacNaughton-
Greenawalt = & Co Michigan
Trust Building.

(Speeinl to The Finantial ‘Chronicle)

MINNEAPOLIS. "MINN. - An-
thony -A. Gasser has—become as-
sociated ‘with Blyth. & Co., Inc.,
Northwestern Bank-Building. Mr.
Gasser was formerly with E. J.
Prescott & Co.

(Special to The Finarclal Chronicle)

RALEICH, N, G—Wwilliam H.
Rawls is now with: Kirchofer &
Arnsid, Inc., Insuramre Building.

L

(Specia] to The Finaieial Chronicle)

St. LOUIS, MO.-—Ted  John
Brucker has become  affiliated
with Edward D. Jones-& Co., 300
North  Fourth St: Mr. Brucker
was . previously With - the Boat-
men’s ‘National Bank, ...

(Special to' The Financial- Chhomcle) )

.ST. PAUL, MINN—Edw. G. ,.
Hardmg has “become . connected
with: Kalman & Co, Endicot—t
Bu11d1ng ol

. (Special to: The Financiai Chronlcle)

ST. PAUL, MINN.—Gerald F,
Oestreich:
Shaughnessy Company; First: Na-
tional Bank Building. In the past
he was w1th Wells- chkey Co

NYSE Entertams

- Coincident with the admisson
to trading on Dec. 22 on the New
York Stock Exchange of the com=
mon stock of Wyandotte, Worsted .
Company, Emil Schram, Presidert
of - the Exchange and. Raymond
Sprague, Vice-Chairman,. enter-
tained atlurcheon N. H. Barrows,

"I Pres'dent of the company; Edwin

W. McGowan, Vice-Precident, and
Thomas H, McGowan, Jr., Treas-
urer; Paul V. Shields 2nd. Cor=-
nelius  Shields. of Shields & Co.,
and Carroll B. Alker and Louis D.
Stern, specialists in the company’s
shares. . The officials of the com=
pany also visited the trading floor.

Form Van Raalte &.Barry;

Benjamin Van Raalte and Ed-
win J. Barry, member of tte New
York Stock Exchange, will form
Van Raalte & Barry with off'ces
at 39 Broadway, New York City,
effective Jan. 2nd. Mr. Barry has
'been active as an individual floor
i broker. Inthe past Mr. Van Raalte
Iwas a partner in Weingarten & Co.

31%  of our:holdings of foreign
dollar bonds were partly or com-
pletely in default - on = interest.
Another = fraction ségf/_‘ﬂe%bonds
were ‘heing servi en adjusted
terms. Those not in.default had
a. value - of $1.966,000,000. Of
these, $1 325,000, 000 were Cana-
‘dian bonds#4 ©

* Ths bonds of mon-Canadian
borrowers not in default in 1940
totaled only $641,000,000 out of
our fotal foreign bond holdings of
$3,141,000,000. . The- bonds in" de-
fault included issues of countries
which are now anxiously waiting
to borrow here whelf new lend-
lease contracts end and NEP be-
comes an actuality.

Since the 1.3%* per annum re-
turn. on our total portfolio invest-
ments during the perjod. 1920-1940
includes the Canadian-bonds, it is
obvious that we should: take with
a grain of salt the Commerce De-
partment’s conclusions, arrived at
after viewing the;#substantial net
return . ., as a whole.”

Whereas Mr. Chatfield-Taylor’s
press statement informs-‘us that

“service was maintained, through-
out the depression on  approxi-
mately two-thirds oi our total
foreign bond holdings, the reader
will ‘'now appreciate “how much
our Canadian investments have
to do ‘with-the record

In- this connectlon the latest
annual investments.review of the
Institute of Internétiéhal Finance
is also of interest.5 ‘It reports that

in 1943 debt service was paid in
full. on less than 49% of total
publicty-~offered - foreign dollar
bonds . (including -the Canadian).

Of the total outstanding, 41.3% of
the defaults were.Latin American
and 44.4% European. The aver-
age actual rates of interest re=
turn ia 1943 based upon the nom-
inal . amounts outstanding, and .
compared with the average con-
tractual rate due, was reported as
follows: :

Ac‘tual
rate '
123

Average
contractual

" The 1940 official figures, it may
be noted in passing, naturally take
no’ account of bonds which: gov-
ernments, in default repatriated
at default prices, a practice that
speaks . for itself., This explaing
the difference between the above-
mentioned 49% and Mr. Chat-
field-Taylor’s “two-thirds.” :
In. this article we have ex=
amined only one of a number of
current appeals for a bolder in-
vestment program hereafter, If
vast history is not totally worth-
less, these coming “investments’”
abroad under our Government’s
sponscrship ~ may prove - to. be
largely permanent exports of cap=
ital.’ In the end we may‘consolé:
ourselves by just saying: “We.
planned it that way.” - )

TABLE II »
American long-term- invéstments abroad, 1919, 1920 and 1940

(In billions of dollars)

End of
#1919,

Total

. Portfolio Direct
$2.6 $3.9 ¢ $6.5 -

11929

1.8 15.0 -

11940

2. 108

Total

$13.4° 81800 . $32.3 -

Average

- $4.5 $6.3 $10.4°

What we “got out” in thyears (last line of Tahle;I)-T-

$13 $78

- $0.37

$9.1
. $0.43

Averaze “got out per annum

Average ‘‘got out”
investment as shown above
*Dept. of Commmje

p. 123
tDept. of Commerce, TIB" No. 767, p.

$Dept. of Commerce, Economic Series No. 17, p. 52.

4 Includes - $3,600,000 of New-
foundland bonds, "

per annum as per cent oi nverage .

$0.06

59% 41%

,tThe United States in Woxld Economy, Economlc Series 23,

\

8.

. 5See “Commercial‘~ and Fi;-
nancial Chronicle,” Aug. 24, 1944.

is* ‘now -with * Parkw . -
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Taxation for Prosperity

(Continued from page 2806). .

$140,000,000,000 we must also as-
sume one or more of the follow-
ing conditions: mass -unemploy-
ment, an average work week of
ess than 40 hours, or a price level
lower than it is today.

It is clear that we cannot have
accepiable economic and ' social
conditions in this country except
under a higher level of prosperity
than we have even known. There
are some very remarkable things
about the present economie, pro-
ductive, industrial situation. We
have added $85,000,000,000 worth
of ‘war production on to a con-
sumption level that is higher than
it was in 1940. The elimination of
war production must: be followed
by-a still greater increase in the

- standard of -living if/ we are to
achieve and maintain’a high level
of employment. In the aggregate,
we have nothing.to. make up; we
gan only move ahead.

! The plain fact is that if we are
© %o increase the standard of living
by 40% to 50%—the amount
necessary to sustain a high level
of employment—we must increase
ihe standard of living where the
{iving .occurs. This means that
we must have a very substantial
increase in the standard of living
of the masses of the people. ‘The
over-all increase required is too
great to be'accomplished by im-
- provements for particular classi-
fications of our people or by feed-
ing purchasing power stimulant
at the top and letting it trickle
down. We can and should en-
courage - private investment and
the flow. of savings to investment.
but without large increases in the
standard: of living of the masses
of the people, other methods will
" be insufficient to do the gigantic
job that must be done. ~Let us
remember: that the.masses of the
people are the poor; that in 1936
the families of the country had
average - annual ' incomes  under
$1,650, and though these incomes
are certainly higher today than
they were in 1936, they are st'll
very iow. Our national economic
policies, - including . fiscal policy;
including tax:-policy, must be
realistically in tune with -these
facts. The reasons given need not
be moral, political. or social wel-
fare reasons; they are the conse-
quernices of inexorable arithmetic.
" The two essentials of national
fiscal and monetary policy are:
first, to provide the means of
‘ineeting - the financial ‘require-
sments of the Government in such
a way that we shall have a reli-
able money system—a money 5ys-
tem that will give the people a
stable medium of exchange and
store of .value; and second, to pro-
vide a system of financial institu-
tions that will give the people a
sound banking - structure and a
satisfactory credit mechanism.

. These two essentials of fiscal
and monetary policy are of them-
selves of the first importance to

. the. maintenance . of continuing
high employment under a-demo-
cratic private enterprise system.
And so the .question before us is:
what fiscal,.. monetary, and' tax
measures, . consistent . with . main-

_taining a-reliable money system

. -and an efficient. system ‘of finan-

+ g¢ial _institutions, --would, in. ad-

~ dition, promote high employment
under private enterprise?; 3

. We must-recognize that a sound.~

fiscal and monetary policy is not
:the only. condition necessary for
attaining high prosperity..- We
‘must -have -government -stability;
. satisfactory. ~ relations - between
costs and. prices; confidence in
the outlook. generally: for -busi-
ness volume and profits: clear and

_.siminle laws and regulationsi pro--
- _tection against jllegal acts of-all,

- kinds; fair access- to ‘markets, to
.proces-es, and to raw materials;
and favorahla. terms on . which
Joan and eovnity.capital are made
available. Thece, and otber con-
siderations, determine - in - any

specific' ingtahce whether or not
employment - creating = activities
will be undertaken. However, ap-
propriate figeal and monetary
policies  will aid .. strongly in
achieving the:conditions that will
make for high employment.

Since taxation is one of the
most important parts of fiscal
policy, let us’discuss basic policy
for Federal taxation. - The idea
behind our tax policy should be
this: that our taxes should be high
enough to protect the stability of
our ' curreucy, and no higher.
Putting it another way, our taxes
should be as low. as they possibly
can be without putting the value
of ‘our money in danger of infla-
tion. The lower our taxes are,
the more purchasing power will
be left at home in the hands of
{he-people—~money that can be
spent by theri“for the things they
want to buy; or that.can be saved
and invested .in whatever manner
they choose. ’

‘Now it follows from this prin-
ciple that‘ou{ tax rates’ can and
should be lowered to the point
where the Federal budget will be
balanced dt what we would con-
sider a satisfactory level of high
employment.  If we’set our tax
rates any higher than this; we are
reducing unnetessarily the money
that private individuals will have
to spend and to' invest; . and,
therefore, we make it more. diffi-
cult for ourselves to get to high
employment.“and “to stay there.
There is wide agreement that a
satisfactory high level of post-war
employment jn the United*States
means a natienal income at pres-
ent price :levels of :about  $140,-
000,000,000, and_ so we should set
our tax rates to balance the bud-
get at a‘'natienal income of $140,~
000,000,000,-and  not ‘at $120,000,-
000,000 or some lesser figure. We
do not want:our tax system to
work against.us all the way up to
high employment — in- fact,” we
may ' never=reach high employ-

ment if' we ‘set. our tax rates too

high. i :

Obviously; taxes should be re-
duced where:dt will' do the'most
good in creating consumer’ de-
mand and ifi encouraging private
investment. %

From thesé principles some

' specific illferénces can be drawn.

First, no“general  sales -tax
should  be ‘imposed. It would be
a_ burden -on .the standard . of
living, e

Second, all excise taxes, except
those on 1obacco, alcohol,” and
perhans on:gasoline, should “be
abolished. ™"

Third, and.to many this seems
at first a curious conclusion, the
corporation jncome tax should be

-abolished, provided that measures

are adopted af the same time to
prevent the:.use of the corporate

{orm of dojng.business as ‘a de-
vice to avoid, payment- of ‘indi-
vidual income.-taxes, as a means

of huilding-up.unneeded and un-

.used corporate surpluses,. or: to

securs tax advantages. over
corporated businesses. .
As a matterdof fact, after -sales
taxes and excises, the corporation.
income: tax*weighs most heavily
on the standard. of living of ‘the
neople, -and” at the same-time “it
obstructs .the ' flow. of- savings' to
investment,. " e

unin-

‘The corncration income tax:re-
sults in either higher prices, lower
wages, reduced’ return oninvest-

‘ment, or all:three in ¢ombination.

When the corporation income tax:
was: ‘first - imposed. it-may  have
been -believed ‘by ‘some “that ‘an
impersonal levy-could be' placed
on the profits of a soulless’corpo-

ration,  a ‘levy which- would " be

neither a sales tax, a tax on wages,
aer a-devble. tax’ on- the  stock=:
halder., Obviovsly. this is impos-
sible-in any real sense. A coruo-
watinn is.nothing but a method of
doire business which-is embodied
in words inseribed on a piece of

"an' ‘orderly world.

“to reasonable levels that we might

paper. The, tax must be paid by
one or more of the people who
are parties at interest in the
business, either as customer, as
employee, or ‘as stockholder.

Suppose the corporation income
tax were removed, where would
the money go that is now paid in
taxes? That depends. If the in-
dustry is highly competitive, as is
the case with retailing, a large
share would go in lower prices,
and as maller share would go in
higher wages and in higher yield
on savings invested in the indus-
try.- If labor in the industry is
strongly organized, as in the rail-
road, steel and automotive indus-
tries, the share -going -in higher
wages would tend 1o increase, If
the industry is neither competi-
tive nor organized nor regulated—
of which industries there are very
few—a large share would go to
the stockholders. .

‘Can’ the Government afford to
give up the corporation- income
tax? This really is not the ques-
tion. The question is this: = Is the
corporation..a..favorable “way ~of
assessing taxes on the people-—on
the consumer, . the . workers. and
investors—who; after all, are the
only real taxpayers?” It is clear
from’ any point of view that the
effects of the corporation income
tax are bad.etffects. The public
purposes to. be served by taxation
are not thereby well served. The
tax is uncertain in its efféct with
respect ‘to the stabilization of the
dollar, and..it is inequitable as
part. of a progressive levy on in-
dividual income. It tendsto raise
the prices of goods and services.
It tends to keep wages lower than
they otherwise might be. It re-
duces : the yield on  investment
and obstructs -the flow of savings
into = business - enterprise. -+ The
elimination of the corporation in-
come tax from the tax system will
increase the effectiveness of our
fiscal and:monetary policies and,
by broadening markets for goods
and services, will sirengthen busi-
ness for. its - task of -producing
goods, providing.employment, and"
giving the people a place where
their savings can be ‘invested.

If we have no sales tax, no cor-
poration income tax, and. elimi-
nate most of the excises, will we
not have to put an- intolerable
burden ‘on. the individual income
tax? The answer is “No.” _Under
the tax policy which we  have
suggested, the.individual income
tax can be.reduced by an aggre-
gate of 30% and still we can bal-
ance an $18,000,000,000 budget at
high - employment. A 30% cut
from the present income tax is a
substantial reduction. But there
are some people who want more.
They feel that a 66% top rate is
too high and that a $500 exemp-
tion for dependents is too.low.
They would use the invisible and
widespread burden of the corpo-
ration income tax on the standard
of ‘living to enable them to give
alternatively " visible and specific
benefits.in higher exemptions for
dependents  and lower  surtax
rates, benefits that will not in-
crease the .purchasing power of
the poor except perhaps at second
or'third hand. )

“Personally I agree that for the
long pull and in an orderly world,
the:high bracket-rate of 66% is
too:high and the $500 exemption
is too low.: But we are not yet in
Provision . of
$5,000,000,000 in a . peace-time
budget for armament is a symp-
tom of this disorder.  When peace
is. at.last organized and this item
can.be cut in half, then we can
reduce rates and increase exemp-
tions in ‘the individual income tax

be willing to live with.

For the present I think we
should be satisfied witha 30% cut
in the individual income tax. We
should ‘avoid the use of indirect
regressive ' taxation, although- it/
can probably be made politically
acceptable. -

It is inescapable that the Fed-

' 1NEr'S.

policy, must complement and sup-
plement. the activities' of ‘private.
business in the. maintenance . of
high - production and high em-
ployment. :

We have been told that it is too
early to prepare the details of
Federal tax measures suitable for
peace-time requirements. Of
course we know that this is true.
The speed and course of events
will affect many decisions - that
some day must be made. But it
is not too early for the Govern-
ment to adopt and to disclose cer-
tain broad policies that underlie
any Federal fiscal and tax policy,
whatever: the  details may
finally be.

There are five basic ‘questions
of policy that should be settled
without delay. These are:

1. Will tax . rates be cut to
balance the budget at high em-
ployment, or will the Adminis-
tration attempt to get as much
revenue as possible from year to
year according to its ability to
induce Congress to'tax?

- 2, Will the public works pro-
gram be thought of as a means
of leveling out the peaks- and
valleys of the business cycle'or
will public works- be designed
to_help-stabilize the operations’
of the . construction -industry,
w.and_if so, at what level?
3. Will. we’ make~ commit-
‘ments for” the “regular, annual’
retirement of -a-percentage of’
the national .éebt; or will. we
manage the national debt with
some reference to the level of
production, prices, and national
income? g ;

4, Will we continue to finance
our social security system by
building up reserves, or will we
get these programs on a cur-
rent pay-as-you-go basis?

5. Will we reorganize those
branches of the Federal Gov-
ernment that have to do with
fiscal policy so that we can
have: clarity in poli¢y, consist-
ericy: in ‘administration, -and co-
operation’ between “the ' execu-
tive and legislative-branches, or
‘do we believe that present
drrangements . are .satisfactory
for the task that lies ahead?

These five points.of policy pre-
sept alternatives that must not be
evaded and on which decision
need not and should not be post-
poned. -+ Until - we - know. what
these policies are to be we can-
not know what direction our own
individual planning for the future
should- take. -If these decisions
are-evaded, then we are left in
confused uncertainty and we can-
not plan at all, except on a short-
time basis.

We cannot reach high employ-
ment and a high standard of liv-
ing in this country on the basis of
short-time planning. Americans
have never been short-time plan-
‘The ' couniry was not
settled nor developed by short-
time -planners. The .American

| ships that sailed the seven- seas

were not sent out nor manned by
short-time planners. - Short-time
plans are not congenial to the
temperament of a people  that
want to build for a long-time
future. Short-time plans and
high employment are = incom-
patible. )
_ Long-time plans require " firm
decision . on basic policies, con-
fidence in the direction in. which
we intend to move.. We do not
require- nor do we want regi-
mented planning by an all-watch-
ful national Government. . But we
do want basic policies  clearly
formulated . and democratically

approved. 1

Business wants a Federal fiscal
policy that will help it create good
‘products, good jobs, and good in-
vestments. Business does not ex-
pect a national fiscal policy to do

| the work of business for it., It

does ask for cooperation in main-
taining a flow. of purchasing de-

eral Government, throngh a clear
and workable fiscal and monetary -

mand that will have some general
corresponderice to what agricul-

Mutual Funds -

(Continued from page 2815)
“period of consolidation” was of
somewhat longer duratigp than
anticipated. But the “next sig-
nificant move” has been upward
and less than a month ago the
venerable Dow Theory confirmed
the resumption of the current bull
market.

As we enter the New Year,
both indexes remain upward as
they have been since Aug, 21.
How long or how far the market
will continue toward higher
levels is anybody’s guess, but it
seems evident at this point that
the bull market is still in force.

As to the other factors, 1945
promises a continuation of current
trends. The managers of mutual
fund portfolios may be counted
on to do a. bang-up, professional
job; the number of dealers par-
ticipating in the distribution of
mutual fund shares will undoubt-
edly increase; and there is small
likelihood of a diminution in the
seriousness of the uncertainties
facing the investor.

‘Competition from new security
offerings - should remain unim-
portant; the total supply of in-
vestment media (aside from Gov-
ernment ‘bonds)  should continue
to shrink; and the pressure of idle
funds should continue to mount
as the ‘volume of such funds in-
increases and the end of the war
draws héarer. * i

- No -matter how soberly one

views this overall picture, it is

difficult to be other than op-

‘tomistic concerning the outlook

for mutnal funds during 1945.

Thé' industry should. equal, if

not better, the record for the

past year. Combined net as-
sets should cross the billion dol- -
lar level. And managements
with “their feet on the ground -
and their eyes on the future
should more. than justify’' any
reasonable expectations of their
-shareholders, '

. Attractive Amusement

For dealers interested in low-
 priced amusement issues Town=
send, Graff & Co., 120 Broadway,
New York City, members of. the
New York Stock Exchange, have
prepared = a . memorandum = on
United Artists Theatre Circuit de-
scribing the activities of the com-
pany, commenting on its experi-
enced - personnel and the consisé-
ent improvement in operating re-
sults. - The - memorandum | calls
particular attention to the build-
ing-up of values behind the com-
mon stock, reduction in funded
debt and extinguishment of over
half the preferred stock issue.
Copies may be had upon réquest
from Townsend, Graff & Co,

Speculative Potentialities

“MOP” general 4s of 1975 offers
interesting speculative potentiali-
ties, according to a circular issued
by MecLaughlin, Baird & Reuss,
One Wall St., New York:City,
members of the New York Stock
Exchange. Copies of this circular

'may be had from the firm upon

request.
p

New Chauncey Partnership
Effective Dec. 31st, the present
partnership of Chauncey & Co.,
15 Broad Street, New York City,
members of the New York Stock
Exchange, will be dissolved. On
Jan. 1st a new partnership will be
formed consisting of Raymond
Chauncey, - member of the Ex-
change, James F. Pierce, member
of the Exchange, William Ray-
mond, Jr., general partners,’and
Madalaine = C. Elliman, limited
partner.

ture, labor and business are able
to produce and to distribute.
With such a flow of purchasing
demand we can avoid regimenta-
tion, maintain a high level of em-

ployment, and raise the American

| standard of living to new heights

for all the people.
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Railroad Stocks Should!

Follow Railroad Bonds

(Continued from first page)

mdx,gstnallv from 1938 .on, the
1allrbad securities’ became a bit
more popular; and I talked about
other phases ‘such as the solvent
carriers = and their- bonds & and
stocks.. And over the last three
and one-half years we have seen
a- tremendous resurrection of in-
terest and of prices in railroad
securities. ;

*The  subsequent recovery in
railroad securities I tried to fore-
cast at these meetings. - You may
remember that two or two' and
one-half years ago ‘I said that
railroad  credit - had been re-
established,; yet. not ‘recognized,
and in the last two and one-half
years that recognition, so far-as
bonds are concerned, I think:has
substantially arrived.

" . I think that over-the next 18
months-to two years the funda-
mental spread - between 'railroad
and -industrial stocks is' going to
close. At the present ' time, for
example, in the Dow-Jones indus-
trial averages and the Dow-Jones
rail averages' there .is a spread
-today of over 100 points. I am
going into that in some: detail in
a minute, but one of the- things
I am going to try. to.show. you
today is that that tremendous dif-
ference between industrial prices
and. railroad. prices should : close
over -the next few years, no mat-
ter what happens..

After all, there are very few
persons in the room, certainly not
I, who can predict to, you what
is going to happen -in Europe or
Greece or Asia over the next few
years..; So, in trading and recom-
* mending securities, it has to.be
done relatively.’ And as..I'have
‘done in the past, I say that if the
Dow=Jones . industrial- averages
can justify their present.price of
over, 150, then the railroad aver-
ages. should not . be selling 100
points away.  If the Dow-Jones
industrial averages generally are
not able to justify, because of con-
ditions in the ‘world or in -the
country, their prices, naturally it
will have some effect on railroad
prices, too. But if we Worry con-
stantly about what is going. to
happen in_Europe and' Asia and
Greece, etc., and use that as an
excuse not to do anything in the
securities market, I think it is
rather useless, because there is
very little we as individuals: can
do to. control those world events.

New Cempetition

The appraisement of railroad
securities involves a great many
factors, both financial and other-
wise. All of you have heard me
discuss those factors before. The
financial factors are more easily
discussed than the. others, but I
am not going to repeat them. I
am; going to try to review briefly| .
the changes that have come about
in the railroad ‘industry, not so
myich jfrom the viewpoint of the
lack: of decreased transportation
in;this country, but from the tre-
mendous increased transportation,

In the last 25 years' the rail-
roads; - which - formerly . carried
practically all the ton. miles and'
passenger miles in this country,
now -are only a part of the trans-
portation industry. - In the last 25
years. we ‘have had ‘tremendous |
development of waterways and
highways,' private automobiles,
pipe-lines-and air lines. The tre-|
mendous railroad plant is still by
far the largest’ pr:vate investment
inl transportation in this country,
Today the'railroads own and have.
built’ with private capital about
230,000 miles of roadbed, and al-/
most 400,000 miles of track: They
still™” have about "37.000 passenger’|
cars+and -about- 1,800;000 freight
carsi''/And. they. have about 40,000
locomotives. - This represents "a
prigate ‘investment of about 261/2
bﬂhon dollars. "~ "~ .

* In'thé last 25 years the munici- |
parlmes States and the Federall

Government “have  built" about
three ‘and . one-quarter million
miles of road, half of ‘which are
macadam or cement and the bal-
ance just good enough perhaps,
to travel on- with automobiles.
That represents, according to the
Public Roads Division, an invest-
ment of about $20 billion, all pub-
lic funds, and in the last 25 years
we, as individual citizens of this
country, -in normal times, ‘got to
the point where we operated on
those highways ~about: 26,000,000
automobiles, and if you figure an
average of about $1,000 apiece; it
represented a. pnvate investment
of around $26 billion. .

‘The  trucking 1ndustry in the
meantime came  in .to- compete
with the railroads,” and at one
time - they ' had 4,500,000 trucks
operating, -and- almosta million
trailers, representing a private in-
vestment of about $5% billions.

. Then, too, in'the last few years,
particularly in the last 15 years,
we - have -developed « the Missis-

sippi and .the Ohio and a lot of ) ;
other inland waterways, so that}

excluding -the Great : Lakes we:
have now -about 27,000 miles .of
inland waterways in. this country,
representing . an . investment by
the Government of about $3 bil-
lion.

The. plpe lme is the. only other
privately = owned transportation
industry. In the last 25. years
there have been built about 126,~
000 miles of pipe lines, represent-
ing an investment of $840,000,000,
all of ‘which was invested pri-
vately.

We now have or.did have be-

 fore .the. Army took over, 46,000

route miles of air- lines in’ this
country, and up to the time the
Army took over we were operat-
ing 452 commercial planes in this
country. -That was as of. July 1,

11941

These . blanes and the beacons

| and the airports as of July. 1, 1941,

represented .an . investment_' of
$516,000,000, but out of that the
cities' and . taxpayers .contributed
$451,000,000.. The total private in-
vestment by the commercial air
companies in- the United States
representing all domestic com-
mercial air lines as of July 1; 1941,
represented an 1nvestment of but
$65,000,000.

Looking at'it from the raxlroad
standpoint, the total investment
in these 452 planes was less than
the taxpayers of New York City
have invested in one. airport; La
Guardia Airport.

But in any event, this transpor-
tation industry has grown tre-
mendously, so that publicly and
privately it represents an invest-
ment of about $82 billion,

- Now, despite all that increase in
transportation, the intercity. ton
miles carried. by the railroads in
the years.1939, 1940 and 1941, in
those years the railroads carried

=an average of about 63% of all|

freight transported between cities.
Now, the next largest competition
for the railroads, if you want tg
call ‘it that. in volume is.not the

trucks. nor. the waterways, the in

land waterways. . It is.the Great
Lakes. Now this traffic on the
Great Lakes.has been there . al-
most as long as the railroads, but
about 98% of all the traffic on the
Grelaat Lakes is also. handled by
rai
or rail-water or water-rail.. In|
nther words, they bring, the ‘ore
down,. for example, on_ one of the
ore carriers like the Great North-
ern.” to Duluth, take it by water

to Cleveland or Toledo, and _ship’

1t to’ Plttsburgh”by rdil.”

Now these earriers in 19391940 |

snd 1941 carried about.17% of all
the ton' miles transported inter-

city, so tbat these.tiwo carriers,
] the Great Lakes and the.railroads
~—this is before the- war, and in|

vears that were. not good like
939 and years that were faur hke

It is either rail-water- rail,.

1941—the Great Lakes carriers
with their  rail-water-rail epera-
tion, and the rails carried about
80% .of all the potential inter-
city. freight business in.this coun-
try. . That figure 'is now up close
to 97% of all the intercity freight,
but, of course, that is due to the
war,

Railroad Debt Reductions -

The railroads practically rebuilt
themselves after the last war, all
with private capital. . They spent
about $10 billion building up this
plant after the last war, and con-
tinued it until the depression hit
in 1931. They mvested about $10
billion ~building up the  plant
which, after deprecxatxon and ob-
solescence ‘of around '$4 billion,
made a net investment of around
$6 billion.. .

This  $26%2 bxlhon is' repre-
sented, ‘or “was” represented, by
about $10 billion worth of bonds
and about ' $7 . billion “worth. of
stocks. "All "the. figures I give
you on the ‘bond issues  ex-
clude equipment, for “the reason
that'T have yet-to meet a railroad
that cannot meet the interest and

maturity of their equipment from |

their depreciation ‘of equipment
cash: "In any event, it represented
a ‘capitalization ‘of "about $17, bll-
ion. .

The Interstate Commerce Com-
mission’ valuation, which was used
in the rate cases, gave the rail-
roads-as- of 1941 a- valuation -of
$19%-billion. -But this-$26 billion
investment which the ICC says is
worth about $19% billion is sell-
ing as recently as a month ago
for $10. billion, represented by the
bonds and stocks, 98% - of which
are traded on the New York Stock
Exchange o

The capxtahzatxon of $17 bxlhon
was handled satisfactorily by the
railroads until 1930, and at that
time and subsequently . the rail-
roads suffered from-this influx of
transportation .which: took . away
most :of their passenger. business.
The trucks operated for almost 20
years -without regulation. They
 took -away a. lot of ' the creamy
husiness. but more important than
that, they reduced the rates. So
among  these = railroads: carrying

this $18 billion. worth of capitali-.

zation, there were many who,
when - called. upon to" produce
earnings on the bonds and stocks
from. reduced 'rates in  combina-
tion with the greatest depression
we ever had, could not suryive.

1 Thirty-seven . railroads :'went
into:: bankruptcy.  They. repre-
sented about 30%. of the mileage,
which - doesn’t mean- very much,
but, more important, they repre-
sented about 30% of the gross
business.. But, unfortunately for
them, they. ‘also represented $5
billion out of $10. billion of fixed
interest-bearing bonds. The other
railroads, about 100, carried 70%
of the gross business, but only
supported $5 billion or 50% of the
total outstanding debt.

Now what has happened to this|-

$18 billion of capitalization? First.
through the reorganization of
these 37 railroads, that $5 billion
worth . of - fixed . debt will be re-
duced to $2 billion in fixed.debt,
a billion and a quarter in con-
tingent income debt, and $234 hil-
lion in stock. . Those 37 roads that
‘went into bankruptey. supported,
as'I-said, $5 billion of the bonds.
tried to support it,"and they had
$3 billion worth of stock. In other
words, their bonded debt was way
out of proportion to the amount
of ‘stock - outstanding, and they
were what we used to call lever-
age roads.

You remember Rock Island. Tt
had a debt of 70%, witl stock of
only 30%.. It didn’t' leave any
substantial protection for the debt,

Thevefore, you are losing about
‘$2 billion- worth of stocks, because
‘they - were -eliminated. as- being
‘worthless by the  ICC, and you
are changing this $5 billion worth
‘of fixed debt to-$2_billion ﬁxed

debt, a. hillion. and .a quarter, in-.

come bnnds and $23%: buhon of
stocks. - .

¢ In the meantxme these nther'
; 190 ,rax_l_roadem the Un1.t_e‘d States

‘that

survived the depression,
some - of .them. with -excellent
credit, some with fair credit, and
some because of-loans from the
RI'C; in the last four years they,
too, - have' been . reducing their
debt In 1942, by about $300,000,=
000; in 1943, by about $700,000, 000
in 1944 and my estimate of 1945
by takmg the actual debt reduc-
tion and by capitalizing the dif-
ference between the old coupons
and the new, coupons, . they "will
have, in effect, reduced their debt
over that pEI‘IOd 1942-1945, in-
clusive, by about $2 billion.

S0 -there again we are going to
énd up when this is all over in a
reduction of $10 billion: worth of
bonds to $5 billion fixed interest-
bearing bonds, and a billion and
a quarter of income bonds, which
I estimate today is selling for that
total” capitalization, mcludmp; the
stocks of solvent carrlers at about
$10° billion, -

Higher Ylelds of Rallroad Bonds

This search for yield that'I have
told about so often, which is now
as ‘you: can ‘see, each day going
more and more into railroad_se-
curities, that is one of the causes

‘of .it; 'because utilities bonds, as

we all know; any of them worthy
of ‘the name, are- selling to yield
3% or 2,75, and most of them are
selling - at the call: price.. ~Indus-
trial . ‘bonds “are selling to' yield
even: less. ' This vacancy .in yield
eventually forces: investors into
the railroad bond - -market. "This
fact that you are going to lose half
of the fixed - interest-bearing
bonds will: accelerate that, and ‘T
can  show 1t to you~ in another
way.

We have on the New York Stock
Exchange; as I say, about 98% of
all railroad bonds, no equipments
but about :98% -.of ‘all- railroad
bonds. - We -have about: 585 rail-
road issues -on -the New York
Stock . Exchange,” including regis-
tered bonds as separate . issues.
Out -of those 585, 20 are foreign
bonds, so .there are about 565 do-
mestic: railroad bond issues. - -

Of those .565; 178 .are the obli-
gations of railroads in bankruptcy.
actually in:bankruptcy. today. . 258
issues are now selling above:par.
In 1942, of these 258, 38 were sell-
ing above par.’. 258 of theissues
are  selling above' .par, which
leaves a balance of 129 ' issues
selling at a discount, of which the
obligations of the Illinois Central
and the New York Central repre-
sent about 50%:

What i§ going to happen to it?

The 178 defaulted issues over the
next two years will be changed
into about 40 railroad issues. The
258 issues, you will bave to take
my. opinion for this, which are
currently selling at par or above.
in' my opinion- 85 will disappear
over the next two or three years,
either through refunding in com-
bination, or by maturities which
are not refunded by -different
issues.
As I said, we have 129 selling
at a discount, about 50 of which
are obligations of the New York
Central and Illinois Central.. .

But anyhow, let us. go back to
sum up. Out of these 565, the 178
in default- will become 40. - The
258 will become 173. - The bonds
that are selling at a discount, in
my opinion, will be reduced to 95.
So we are.going to Jose 45% of
the actual issues, a reduction from
565 actual issues to 308. - So. both
qualitatively and quantitatively
you . are going 'to lose railroad
fixed interest-bearing bonds. at
the 'very time when they are the
only  ‘corporate bonds in . this
country that yield anything, look-
ing at. it from the individual
standpomt or the f1duc1ary stand—
point.

As. a result of this 51tuatlon you.
now have; for examnple, " Atlantic.

Coast Lme bonds selling at 98%,
which.in 1942 sold at 57%: B. &O.
bonds at par, which sold ‘at 52%.
This is only two years ago. - Cen~

tral Pacific,5s; at 98. against.49..
Burlmeton 41/23 at. 112, against 62,

- Big Four-4ls at 87; versus 42..

Cleve]and -Union: Terminals 4Ys

at"104, versus 53, D. & H. 4s at.

98%%, .versus 51. Great Northern

-3%s at 106, versus 69, .

Illinois Central ref. 55 at 95
vesus 48, K. S. U. 5s at 96, versus
65. L. & N. !3%5 at 106%_, ver-
sus 80,

New York Central 5s, at 871/2,

‘versus 46. Nickel Plate 4l4s at

103%,  versus 58. - Northern Pa-
cific.6s at 104, versus 57. Penn-
sylvania - debentures at 104, ver-
sus 86 : ; i

Southern Pacific debentures at
91, versus 46. - Southern Railway
4s at 971%, versus 60. And Tex.-
Pac. 5s at 101%, versus 50, .
. 'That is what has happened.. T .
am not picking out the best issues.
I am picking out junior and senior
bonds of those systems. ' That is
what has happened- to - railroad
bond credit, leaving you only two
large systems, the. [1linois Central
and. the’ New. York  Central—I
mean tremendously large systems
—at" big discounts, with the ex-
ception, naturally, of the B. & O,,
which is going through the Mc-
Laughlm Act,

‘This' change in railroad ' bond
credit I have already predicted:to
you. When those bonds were sell-
ing where they were in 1942, and
were lower 'than that in ’41 and
’40 ‘and 39, I can remember talk-
ing to savings banks up here, and
I'said, “There isn't a bond that
I am going to.mention this after=
noon that you can buy, but don't
sell what you have.”

Railroad Bonds Should Be Held s

I said- that. on three . different
occasions,';and I say it again, I
wouldn’t * sell“‘a " single railroad
bond: unless it was selling' at the
call ‘price,” because I'think most
of them will' get: there over the
next 18 months, almost regardless
of “the " credit,” in the next 18
months or two ‘years. ;

"As far  as’fiduciaries: are. con- -
cerned, naturally they can decide

then what to do, but speaking for

myself,- when a’ bond gets to’ a
price -where' it- can’' no longer go
any ' higher, I-will-let -somebody
else keep it; providing I'can buy
some - selhng still' at a discount;
which," in- my opinion, are. as at—
tractxve and ‘more-so.

' There isn’t a single bond on that
hst I just read you—they. are all.
selling at par-or-within a- couple
of points—there isn't a single
bond on there, with the exception
of the -B. & Q. first 4s, possibly:
Great Northerns and L. & N. that
are as.good in.-my opinion as Wa-
bash incomes or-Erie incomes” or,
Seaboard. incomes or St. Paul in-
comes, , all' of which “are selling
today at’ large discounts from 100.

The last time I was up here [
gave you a comparison between
the eight largest railroads in. this
country: - We have 137 railroads,
but eight of them do. about 40%-
of the business, year-in and year-
out, eight railroads in this coun-
try. “And they also produce about
the same net railway operating
income, indicating that as ‘two
groups they have about the same
quality of management. Tha first:
group is the' Atchison, L. & N,
Union Pacific and Pennsylvania,

Take a year:like 1941, they had.
gross . revenues—those four rall-
roads—of $1,176,000,000. :

The next group, New York Cen-,
tral, B.- & 0., Southern Pacific,
and Southern Railroad, had gross-
revenues in-1941 of $1, 113 000,000,
almost thé same - gross revenues.:
And it doesn’t vary much whether.
you go down to 1938 -or - up- to
1941,

Now originally’ this group on:
the top, this group of - Atchison,
L. & N., Union Pacific and Penn-- -
sylvania,: they " were- called . upon-
to support’ $1,938,000,000 worth of.
fixed debt. and, furthermore,.dxd
successfully, support that. 'debt all.,
the way ' through, the..depression,
despite the lowering of rates and.
loss: of almost.50% -of gross rev-.
enue because. of the:depression.

: The. other four;:the . N: Y. Cens: ...

tral B.:&.0., Southem ‘Pacitic,"
Southem Batlroad they supported :
a debt, at:the same time, or-tried.

to-support a:debt of $2,657;000,600.- oo

You can-sge. the- subsequent dif-.
ference, : - The d ing
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" Sometime in_the next 18 months
. on-two years,
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‘about the same business, and one | continue to sell at 73, and the pre-

‘attempting . to’ support almost. a
billion dollars greater in fixed in--
‘terest debt.  Now. what hap-

These four roads that retained
-their credit, they were not satis-
fied with it.. They reduced their
debt. $300,000,000 since the peak
of the 30s. So they now support
a debt of $1,650,000,000..- -

What did the others do? = These
-roads, the N, Y. Central, Southern
‘Pacific, B. & O. and 'Southern
‘Railroad, at the beginning of this
-year, they had reduced that:$2,-
657,000,000 down: to $2,176,000,000,
a reduction of $481,000,000. .

. Now -this year, 1944, with the
‘R & O. reducing its fixed debt by
over $100,000,000 - through - the
.McLaughlin  Act, and reduetions
in Southern. Pacific and the New.
York Central and the’ Southern
‘Railroad, in my opinion they will
end up this year with fixed debt
of $1,770,000,000, which is about
‘the same as the Atchisan, L. & N.;
Union Pacific and Pennsylvania
supported  all during the depres-
sion, never needed or .asked. for
“any .loans of, any kind, and, as:a
‘matter of fact, L. & N., Union Pa-!
cific .and Pennsylvania paid divi-
every .year = all
through the depression.  The,
L. & N. skipped, I think, once,

Therefore, these . four ' roads
-which have been problem chil~
dren, New York Central, B. & O.,
Southern' Pacific and Southern
Railroad; our biggest problem
‘children, now “have their debt
‘down in'my opinion at the end of.
“this year_equivalent to the debt
“that these four good roads, carried.
‘without any difficulty. j

;. Position of Railroad Stocks

Now go-over to the stocks and
see the reflection in the public
minds of that, because, after all,
-you make ~money -discounting
‘things. . You don’t make money:
after, you can prove that these
four roads have got .their debt
down to- depression-proof levels.
Stocks will be up “where these
other . stocks ‘are at ‘that time.
Right today the -public:evaluates
the stocks of the Atchison and;
L. & N! and-Union Pacific and
Pennsylvania at about $1,210,000,-
000 and stocks of the New York;
Central,” B. & O., Southéern Pa-
cific ‘and: Southern Railroad; in-,
cluding the preferred in each case,
at $406,000,000, o) . %

when the - people’
realize that this second group of
roads is eventually going to be
as. good as. the first group  of
roads, you are-not going to”gave
$800,000,000 market value differ-
ence between the first four and
the second four. = =

Now people ‘say, “Well, you
don’t include the other income of
Union Pacific,” so I will give you
ithe amount of money -available
for interest, dividends and sur-
plus. of these two sets of four
roads. - The amount of money:
available for interest, dividends
and surplus in 1941, which is my:

‘ conception”of a normal year .in

the prospective future, for that
group led by the Atchison, L. &
N., ete., was $222,400,000, and for
the other group, $223,000,000. -
- While I have mentioned L. & N.
a minute. ago, I can’t help but
think that L. & N., with the record.
it has, still selling to yield 1%
with their bonds selling to yield:
315 % it never happened in nor-
mal times and it is not going to
continue in my opinion. In other

‘words, either the bonds are too

high, or the stock is cheap. 5%
yield on L. & N is 140, and " it
closed today, I think, around 101.
But ‘I only mention that to say
that T think the stock, in my opin-
jon, i§ attractive. : .
Yet the situations. of L. & N.|
and Rock Island are ‘somewhat
akin, not far apart.  The market
value of L. & N. bonds and stoeks,
tonight, is about $300,000,000.. The:
market value of.the Rock Island.
tonight is. about .$150,000,000.. "
*"Those are . things you. have to

. discount. in-advance.- Rock Island’

jncome bonds. are net going-to
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ferred.stock at 50,.and the com-
'mon  stock . at ‘19, ‘when they
handle $100,000,000 worth of gross
revenue as: well. as: the present
management has been handling it.

" Question of Railroad Wages

.. On numerous occasions ‘before
I have given-you my conceptions
of the problems of wages on rail-
roads...I claim that- wages will
remain a . definite proportion of
gross revenues in. normal -times.
In modern: times, they always did

the present efficiency ~and. pros-

‘| pective efficiency of railroads can

more - than . overcome increased
‘wages. as -they have in the past.
. But let-me tell you something
‘about ‘wages. - We always ‘hear
something about wages on rail-
roads, nothing much about wages
in"other industries. " * Pl
This: wage thing, if it becomes
insurmountable ‘in the railroads, it
is ‘going to become. insurmount-
able in - Allied " Chemical ' and
American ‘Telephone ‘and’ all: the
rest of ‘your industries, So if you
are'really worried about the wage
problem,- then go- seek govern-
ments, or municipals -or- cash, be-
pausea,I don’t think in the cor-
porate field you can isolate the

‘| wage problem ‘to one group ‘and

not to the other. 3

“Take the airlines that you hear
so much about.  The CAB report
for'thé year ending July 1, 1944,
compared with that ended July 1,
1943, all 'domestic airlines, ‘the
revenues were up $21,827,000, and
the operating expenses were up
$24,531,000,  and yet. you . hear

‘| so much about the railroads’ wage
" /| problem and you hear little about.
‘|the others. ’

. Take the utilities industry. The
Federal Power Commission just
issued its report, 1937 to. 1943.
The amount -of money. left - for
interest, dividends and surplus of
all the utilities reporting to-the

year . 1943 compared -to the year
1937—and you all knpw. about the

just like.ton miles.are way up—
was an .increase of $10,000,000.
The income available for interest,
dividends and surplus.of all the
utility - operating companies. re-
porting. to . the. Federal (Power

|| Commission in' 1937 was, $749,-
11359,000 and. in, 1843 it was $759,-

359,000, anjncrease of.only
000,000; - . i y . y
. “Another thing-—I don’t think I
have mentioned this to you be-
fore—is that for a long time our
wages were not competitive with
new industries,.such as automo-
biles and the [chemical industry
and - various  |others.. If..you
worked. on the railroad in 1916,
you received 28 cents an hour,
and an annual wage of $891 a
year. That figures out around $17
per week, a 60-hour: week, a .10~
hour day.

.If you worked for the railroads
last year—this is the average man,
understand, -this ‘is not the engi-
neer; this is the average for the
whole 1.400,000 employees—you
got $2,605 for the year, 92% cents
an hour, and you worked a 54-

$10,-

. | hour 'week, which is about $50-a

week.

So “don’t ‘let anybody tell you
that railroads are no longer com-
petitive with industry generally.
I don’t mean the shipbuilding ‘in-
dustry, but I mean industry gen-
erally 'in' normal- times. So we
are no longer, in my opinion, vul-
nerable to attacks by wages, rela-
tively. .

‘The Dow-Jones Averages and
" Dividend Prospects

and the railroad.averages, which
closes today at a spread of over
100 points. First, the 20 railroads
in. the Dow-Jones-averages.-com-
prise. about . 66,500,000 - shares, of

the influence of the Pennsy

and. the. Canadian Pacific Y

and I think they will. Ithink that |-

‘They -earned. $10.19,

Federal Power Commission for the:

kilowatt production being way up,’

e Going-back a minute to the,
| Dow-Jones * industrial —averages

stock, but five railroads make up.
. 144,500,000 shares’ out.of -the" 66,-:
500,000..and you obviously cairsee:

Dow-Jones averages, because they
alone represent 26,600,000 -shares,

Next is the Chesapeak & Ohio;
7,700,000 shares., Then the New
York: Central, -‘6,400,000 shares.
Then the Southern Pacific with
3,800,000 shares, Those five rail-
roads comprise’ about two-thirds
of all the shares in the Dow-Jones
averages. The average number of
shares outstanding for the balance

-of those 20 railroads in-the Dow-

Jones averages is 1,300,000.shares,
which. is a leverage situation by
comparison with most industrials.
In the period 1937 to 1943, in-
clusive, the Dow-Jones Industrial
Averages, 30 stocks, earned $68
per share, and paid $47 per share,
or they paid about 70% of what
they  earned: The railroads in
that period; these 20 railroads in
the ‘Dow-Jones averages,” earned
$37 per share and paid $12; 32%
was paid out in dividends. ~ "' -
In 1943, last year, the Dow-
Jones industrial averages earned
$9.66 -and paid -out’ 65% of it.
They- paid out $6.30.. The rail-
road :averages: earned more last
year than- the industrial averages.
and = paid
$2.63, or about 25% of what they
earned, A
: Obviously, rightly - or ‘wrongly,
if the railroad averages had paid
out  two-thirds of what = they
earned; they -wouldn’t be selling
at 45. Would they be selling at
par? : Then they would--be war
babies. Would they be selling at
125? Then they -would be war
babies. ‘But they are not selling
at those prices. What did they do
with' the money?: e
The difference between $37.and
$12 is. $25, and you multiply $25
by 66,500,000 shares, and you pro-
duce $1,600,000,000 that went to
surplus into-these 20 railroads in
the period-1937 to 1943: That is
where you get'your bond reduc-
tion.. That is why you have had &
restoration of : bond - credit, and
that-is why the public has not as:

yet been willing -to. assume that
some day when the bond .pro-:
gram ‘is - completed, this earning
power-will be given out to them
in the form of dividends.” -And"T
think that time is fast approach-
ing. It has approached in nu-
merous_ situations- and I think: it
will become- greater ‘the next

VAL e e ch : .
;Don’t :think' that I “am-recom-;
mending the sale-‘of :infustrials.,
I amlinot:” I.am -recommending]
the purchase ‘of rails ‘because in
my opinion they are out of line’
with the industrials.. I don’t:say
that the industrials -won’t go 48
or 50 points higher, but'I do know,
one thing, you have no insurance
in the industrial averages. . And,
if we are going to hit a depres-
sion, they all  go down. " They
always did. - My sales resistance
now is'that after the war, why,
all‘the rails will go right back to
where they were in 1938, but the
industrials will stay where they
are. Well, it never happened yet.
Let me give you a few prices
between 1937 and 1938. At one.
time in 1937 Allied Chemical sold'
at 258. . In 1938, at 124. American;
Can, 121 to 70. I am reading the
stocks in the Dow-Jones industrjal:
averages., - American.; Smelting,
from 55 to 28.. American. Tele-
phone, -from 187. to 111, -Amer-]
ican Tobacco, from 99 to 58.
Bethlehem Steel, from. 105 to-
39.  Chrysler,: from 135 to 35.
Corn Products, 71 to 53. S

In other words, pick out the 'onei

cline. Which is the one that stays
up there? I'am emphasizing this
because I say if they can justify
those prices for.the Dow-Jones

industrials, railroads - are cheap.:

They have to be. And.if you
think there is great risk .in.the
railroads, * then there must he
great risk in the industrials.

But just to continue to-prove to
you that nothing escapes -if  we’
are going to have ruin and’stag-|
nation in this country: - DuPont,
180 down. to 90. Eastman, from |
198 to 121. General Electric, from’

quarter and the next half of next |
; < ' i| Jones rail averages? Great North-

that resists a severe business de- |-

Goodyear, from 47.to 15. Inter-
national Harvester, from 120 to
48, International Nickel, from 73
to 36. Johns-Manville, from 155
to 58. Loew’s, from 88 to 33, Na-
tional Distillers, 35 to :17. Na-
tional Steel, from 99 to 44, Procter
& Gamble, from 65 to 39. Sears,
Roebuck, from 98 to 47. Standard
0il of California, 50 to 25. Stand-
ard of. Jersey, from 76 to 39.
Texas Company, from 65 te 32.
Union Carbide, 110 to 57. United
Aircraft,- from 35 to 19. U. S.
Steel, from 126 ‘to 36. Westing-
house, 167 to 61.. ‘Woolworth, from
65 to 36. i

That is the last depression we
had. . What - industry -escaped?

None :of ‘them. : The" rails- wont, |

either, Don’t worry ahout that.
They go together. But we have
got rid of the bankruptey risk in
railroads.. That " is’ why ' these
stocks have never really recov-
ered, first because the bankruptcy
fear eliminates a. great many
people buying; and, second, be-
cause -the railroads had touse
their surplus to get rid of that
bonded debt, which caused and
created the ‘danger of bank«
ruptey. . e :
These 20 ‘stocks 'in the Dow
Jones railvoad average are com-
pared with the 30 stocks in the
industrial -avérages.’ There isn't
a non-dividend paying’ stock in
the industrial - averages. ‘There
isn’t a stock in there that has not
consistently paid dividends. They
are all big dividend payers, wit-
ness the fact that they pay out
65% of everything they take in.
Now :let’s .go to the rails and
pick up five, if we can, of a sim-
ilar nature. There are only five.
There are only: five ‘rails in the
Dow Jones averages that have
paid ‘dividends each and every
year of the last 11 years, and they

‘that'. way. .

are the C. & O., Union Pacific,

Norfolk & Western, Pennsylvania |

and L. & N. But they don’t sell at
45 The-average, the comparable
average of the railroads, that is,
the five dividend-paying railroads
which have paid dividends as con-

sistently  as the Dow Jones indus-"

trials; are selling today at 105, not
45. That is the price, if you added
it up, of C. & O., Union Pacific,
Norfolk & Western, Pennsylvania
and L. & N, ' :
Now: what' is next in the Dow

ern‘and ‘AtcHison,” Why? “Because
theéy “paid 'dividends irregtlarly.
But first, in those first«five rail-,
roads, last year they earned $12.21
and they paid out $5.80. They paid
out. 47% of what they took in,
against comparable stocks, indus-
trial stocks, paying out 65%.
Now in this next group of two,
Atchison and Great Northern, ir-
regular on their record.of divi-
dend payments, but high grade
never having been in any re’éli
trouble, last year they earned $15
and paid $3.66. They only paid
out 24% of what they earned, in
both cases using their earnings,
their surplus earnings, to pay and
reduce their bonded debt. They
se1]1/ today at an average price of
6115, ?
Now we come to the nominal
group; that is, those paying nom-
inal dividends, the group that last
year earned $10.18 and only paid
$1.30. -~ They  paid out' 12% of
what they took in. Canadian Pa-
cific, New York Central,” North-
ern - Pacific, Southern - Pacific,

Southern - Railroad -and Atlantic|

Coast Line. They are selling to-
day at an average price of 29. .

Then weé come down to the
non-dividend group, which last
year earned $10.47 and paiq,“noth—
ing. B.& 0.,D, & H,D. L. /& W..|
Illinois ‘Central, Nickel Pla,tg. and
Boston and Maine, selling at an
average price of 20. That gives
you a much better idea of fore-
casting what these stocks can do,
because if ‘Atchison and Great
Northern can reduce their debt
as they have done, there is no|
reason why they can’t mové# into

the next group; into-the L.-& N., |

Union - Pacific. group: of; stocks.

And as Southern Pacific, South~
ern Railroad and the rest of ther
go along, they will do likewise:

Then in your non-dividend
paying: group such-as D. & H,; it
has already resurrected its bond
credit. There is no reason that I
can_think of why that shouldn’t
go into the dividend-paying class
next year. ) b

The Nickel Plate has" resur-

‘rected its bond credit. It had one

more problem to do, ‘the adjust-
ment of its preferred. If it does
that, there. is no reason why that

-stock can’t come out of the non-

dividend paying class.
“Likewise for the B. & O., D, L.
& W., Illinois Central and B: & M.
The greater -your problem, the
heavier your debt, the slower you

- were, the faster you are, deter-

mine the timing. As I have al-
ways said, the bonds will tell you,

‘as they did in D. & H., when'to

buy thestock. ;
Railroad Stock Yields .
Now let’s look ‘at-the yields.
© L. & N. bond credit  tonight
vields 3% %.« Why? bl
. L. & N. stock yields 7%, 350
basic points. - 100% difference’in
yield between the bond and stock
of the same company. They paid
their dividend ‘every ‘year 'but
one.:" They have paid their. in-
terest every yedar. Now something
is- wrong. It is not going to;ysgay

Five per cent .yield, as I said
before, in L. & N. stock is a 140
price. VR -

Take Pennsylvania. . Perinsyl-
vania ' bond . credit 'is" yielding
about  3.50%.: Their . undeflying

_credit is certainly’ worth.3% and

general credit worth about’3%5 %.
Yet ‘you can buy the:'stock’ to-
night to. yield' 8%.. 5% yield in
Pennsylvania is 50, and-the-stock
closed at 32. Lo ome ol iatiud)

“Take Great Northern: »THeir
bond credit is on a:3:40 basid, dnd

\
4

it you figure a four dollat divi-.

dend, which- the’ stockholders’ are
certainly entitled to ‘in’ 1945, the

against 3.40% for thebonds." !

“Take  Atchison. The bonds’dre
selling at 126. What yield is‘that
—Iless -than 3%, about -2.97, and
the stock at 78, ‘yields 8%, 5%
yield on Atchison is 120, - 7178

Take  Sotthern . Railway:““The
45 at 98 yield almost: 4%. T dm

-picking out the junior bonds“here.

‘And yet :the stock,:ifyou figure
it on a $3 basis, at 33, yieldg“closé
t0°10%. " -r TR L ’_"i"f’
Atlantic Coast Line, Bonds on
a 4.50% basis, and if you figure
at least a $5 basis, the stock  is
yielding. over 10%. 5% basis on
that would be $100 a share, '’
‘Southern Pacific - bond¥" are
close. to 4.90 basis, and if “fou
figure the stock on a $3 basis; it
is close 10 9%. SR
* You can:go on down ir'‘that
manner and follow the other ones
to see that as the bond credif' im-
proves, stock prices improve, and
through this' payment: of 'd‘é??t, it
will allow  dividends. And “they
will ‘have the earnings and- have

.the dividends'if you. can justify

150 or. 155 in the¢ Dow Jones: in-
dustrial averages. . N
You can see, as I have said.be=
fore, how' slocks follow bonds.: it
was-only -21 months ago when Dy
& H. sold. at 51, and thestock
sold at 9. They solved the:bond
problem. The bonds are 98%%; and
the stock.at 34%. Uit
I can give you similar examples
in other roads where you havejto
discount what is going to happen;
and not. wait .until it has, hap-
pened, and you can follow:it by
following these plans of reorganr
ization, not:only the ones Ijam
particularly interested in, sugh ds
the Rock Island’ and" Seabeard
and St. Paul, but in the B. & 0
the D. L. & W., Lehigh Valley
and some of the others—Nickel
Plate. Take Nickel Plate, bonds
21 months ago sold at 55 an
they are called. The stocks sold
at i1; and jt is now selling.at 34.
Illinois Central,: the debenture
bonds, the 43s of 1966 were sell-

And likewise, the progress that]

rania’ ! : 1 ;
General Motors, from 70-to 25.

64 o 27 General Foods, 44 to 22.

the Coast Line has made ‘willl
move it into the Atchison group.

ing at 38, and thg stock was at 6.
The bonds havel ¢
(Continued on page 2822)

made a partial

stock tonight is on-a 9% % basis .
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‘Railroad Stocks Should
Follow Railroad Bonds

(Continued from page 2821)

recovery to V8. The stock is at 20.
Do you think the stock will be at
20 when the bonds sell at par?
-Of course not,

The B. & O, the same way.
These B. & O. incomes, 4% of
1960— when they sold at 18, the
stock was at 2. The bonds are
now -at 50, and the stock at 10.
Do.you think when those income
bonds. seli at 80 or 90, do you
think the stock is going to sell
at 10 then? No. I don’t think so.

Take the Erie.. When the new
first mortgage bonds traded at
1942 prices—I am not using 1938
prices—I am using 1942 in all my
past comparisons. The first mort-

" 'gage bonds sold at 86, the in-
comes at 45, the preferred at 30,
the common at 5. Now today the
bonds, first mortgage bonds sell
above the call price, the incomes
at 85, and could go to par. The
preferred at 69. If the incomes
go to par, the preferred should
go. to 90, and the common will
not be at 13, on the 8% basis with
a dollar dividend, and if you can
figure a $2 dividend, on a 16%
'basis—that too will follow the
model of the others..

You saw the same thing happen
in Wabash. 214 years ago I rec-
ommended Wabash incomes to
you at 23. They closed tonight at
88. And they incidentally are the
Bs, not the As, which closed at
92. You can’t have the model for

the common, because the Penn-

sylvania owns it all. But what

happens to the preferred? It was.

“then at 13,-and.it
at 67. :
' These are not rank speculations

closed today

as'‘some people - think they are. |
They are only discounting what,

is ‘going to happen, war or. no
‘war; when you resurrect credit.
One way as-in the Erie and

Wabash, .through reorganization, |

another way, through reduction
of debt in the open market. .

Railroad Reorganization Bonds

Now if you believe any of this
that I am telling you, you get
back ' again 'to defaulted railroad
bonds, because you can still cre-
ate income bonds of the new sys-
tems and preferred and common
for almost nothing. -

‘Take, for instance, the Sea-
board 1st 4s of 1950. When I was
here on May 19, they closed at
63. They closed tonight around
82, And as I have told you be-
fore, they get $137 in first' 4s,
which I claim will sell at par,
and I am not claiming very much,
They are 981% bid.

The income borids, I claim, will
sell at 85 or 90, but I will use a
price. of 85. They are selling at
68, one of the cheapest income

. bonds on the market, Seaboard
incomes at 68,

Forget . your .prejudice. You
know, if you traded your preju-
dice:for the last five years in rail-
roads, you would still be waiting
to buy them.

/But now to continue, Seaboard
4s 0f 1950 get $137 in firsts, $700
in ‘incomes, 4.6 shares of pre-
ferred, which I think will sell at
70: It is selling at 51 now. And
3.7 ‘shares of common, which is
selling at 20. I put a price of 30
on that. I think it will sell higher
than' that, because in my opinion
there will be at least two roads
in this country that are being
reorganized that will be run by
the stockholders, One is the Rock
Island and the other is the Sea-
board. And for the benefit of the
stockholders., I don’t mean they
are going to waste this money,
but I mean if you earn $15 and
you-are reorganized, if you have
no problems, there is not going
to be an argument about whether
you are going to get $5 of it.

Now if you add those up at my
prices, bonds are worth, includ-
ing the cash you are going to get,
the bonds axe worth about $1,300.

they closed May 19 at 63,

St. Paul gold 5s, 75." I would

recommend the Generals to you
at 95, but I don’t think you will
buy them at that price. So we
will take the St. Paul 5s at 75,
selling tonight about 65, You get
$180 in incomes. I put a price of
85 on that. You get 9.2 shares of
preferred. I put a price of 70 on
that. One share.of common, 25.
Cash of $306, and the bonds would
be worth $1,150. Closed tonight
at 65. : :
- MOP 5s selling around 70, $400
in 1sts, $520 in incomes, 2.2 shares
of preferred, and cash of $100,
which adds up to around $1,200,
against their present price of
around 70,

Without giving you the de-
tails, there is still that same ap-
proximate capital appreciation in
Rock Islands, New Havens, St.
Louis-San Francisco, and some of
the others,

I have indicated to you in that
first group of 5 stocks that I think
L. & N. common is cheap. I in-
dicated that Atchison and Great
Northern. will move out of that
group into the next group. In the
next group I can’t recommend
them ‘all, but I certainly would
Coast  Line, - Southern Pacific,
Southern Railroad. - ;

In the next group Illinois Cen-
tral, Nickel Plate, D. L. & W., D.
& H., B. & O. I believe they will
all get out of -that non-dividend
group some time. -

Now ' just to mention

last two years I have been talking
on some of the borderlines, that
for example Nickel Plate was go-
ing to resurrect their credit, that
Pere Marquette was. Now the
Nickel Plate has restored their
bond credit. They are doing -it.
The banks and insurance com-
panies -and fiduciaries now buy'
Nickel Plate bonds. It is unfor-
tunate that they have to wait,
when - they - could have bought
them at 59 some 21 months ago,
as 5%s and 4%%s. I can’t change
the -rules. 'Apparently they. can’t
either, but we as individuals can
discount it, and we: as fiduciaries
can hang on until the call price
with all of our discount bonds.

Stability of Railroads

I have tried on numerous oc-
casions to tell you that the rail-
road industry sells nothing. but
service, ton miles and passenger
miles, yet people will try to tell
me that it is the most unstable
industry in the United States.
Now a service industry ‘can only
be as unstable as those who use
and buy ton miles and passenger
miles, Therefore, I think, rela-
tively, the railroads, forgetting
the financial angle, are just as
stable "as industry is generally.
You can find exceptions, natur-
ally.  But that is one of my
thoughts that I want to leave with
you.

Now I claim that railroads are
going to be up and down with
industry generally. They will. go
up and down with this country.
I have tried to show you that
even ‘at this point they are not
war babies, they are not discount-
ing the war earnings, because
you are not getting much of it
in dividends. The bond market
has rightly discounted it, because
you are losing half your bonds,
and 47% of your bond issues.

They have no maturities in the
reorganized companies, and
through this B. & O. thing, and
somewhere along the line the
Illinois  Central, those maturity
problems will be taken care of.
There is no danger of bankruptey.
You are geing to have good cap-
italizations. You are going to
have a net working capital posi-
tion of over two billion dollars
to start off whatever we have to
start off,

‘| be a calamitous mistake to repeat

2 few
other things. “You know, for the|.

prove anything.

Brazil’s Attitude
on Bretion Weods

Her Finance Minister, Who Was a
Agreements Attained “An Objective

the World.”
and Maintains That Plan Does Not
trols, But Prohibits Restrictions on

Made Abroad.

Brazilian Finance Minister Art

the Commercial Association of Sao Paulo, Brazil, on

Conference Delegate, Asserts the
Indispensable to the Good Order of

Likens the International Fund to an Insurance Institution,

Eliminate National Exchange Con-

Payments Already Contracted to Be

‘in addressing
Oct. 27, 1944,

hur de Souza Costa,

explained to his audience the pro- >
visions of the International Mone-
tary Fund and the International
Bank for Reconstruction, as set up
under the agreements of the Bret-
ton Woods Conference, and pointed
out the importance to Brazil’s fu-
ture in the successful inaugura-
tion and operations of .the pro-
posed institutions.

“After a war like the one we
are: now going through, where
thousands and thousands of lives
pay the price for the indifference
of some nations for others,” the
Finance Minister stated, “it would

the crimes of contraction com-
mitted in the decades prior- to
1939. s
“It becomes indispensable to
create international organizations
for the coordination of the mone-
tary policy in relation to world
trade and orientation of the flow:
of capital from some countries
into others. We cannot count on
a better world without planning
for a permanent institution of re-
equilibrium of balance payments
by means of a methodical cooper-
ation among the nations.”
“With this in mind,” he con-

competition. ‘Management for the
first time is. out trying to sell
railroad service and trying to im-
prove their efficiency, and they
have done so. We have no more
wage  problems than industry
generally, K 3

The dividends, or lack of them,
will be corrected, I think, in each
case ‘when these bond problems
are solved. I don't know—I have
never been able to develop any
kind of a formula which I could
use’ as a yardstick to tell you
when they are cheap as com-
pared to last week or next week,
I don’t think any man will ever
be able fo do that. In other words,
I don’t think you would ever be
able to figure out just exactly at
some particular moment what
any stock is worth. I have never
been able to do it.

But my belief is that invest-
ment or speculation, call it what
you will—you have heard ' me
label it  before—investment . or
speculation ‘is nothing but - en-
lightened altempt to forecast the
future. You can’t prove the fu-
ture. You can only use this fore-
cast, based upon your knowledge
and the knowledge of other peo-~
ple, and their opinions as to what
the conditions might be, particu-
larly relatively. And if you have
the thoughts—the thought that
has always guided me is that the
competition of the market never
proved anything. When MOP’s 5s
sold. at 10, it didn’t prove any-
thing.

Well, why—and I say this
guairdedly—why must I assume
that somebody who pays par for
a - bond knows anything more
about it when he sells it at 12 or
13? I don’t assume it and I never
will. I realize that there are
compulsions and forcements and
all kinds of regulations, but so
far as being able to know more
about the value, it isn’t true.

So that prices don’t necessarily

Now, another thing, the con-
clusion I am trying to make is,
what the crowd wants never es-
tablishes quality. That is really
saying the other thing backwards,
But those two concepts have al-
ways guided me,

Editor’s Note—The foregoing
address was sponsored by L. F.
Rothschild & Co. in Boston,

tinued, - “the Allied : Nations—the
United States and England espe-
cially—decided to hold the Bret-
ton Woods Conference, !

“You will recall, undoubtedly,
that, when referring to this atti-
tude of the United Nations, I con-
sidered it a movement -of - faith
arising against the sentiment of
distrust created by isolationism in
the 1918 post-war period, a new
outlook which it was hoped would
impress itself upon the destinities
of humanity. i

“It -was this ideal which ani-
mated the Bretton Woods. Conter-
ence, in which I had the honor of
heading the Brazilian delegation
and regarding the work of which
I am today seaking to you.

“We are convinced that, in ‘or-
der. to assure. good order in the
world and continuance of an era
of peace, ‘it is necessary that all
United. Nations combine toward
the creation of a monetary policy
which:" will ‘not permit, in the
future, the renewal of the proce-
dures- previously used and by
means of which' there was con-
ducted a real trade war, by means
of exchange rate modifications,

“The ‘International Monetary
Fund’ and the ‘Bank for. Recon-
struction' and Development’ rep-
resent the possibility of this co-=
operation.” . : :

Fund Is for Seasonal Use

Using ' the principle of mutual
insurance  as -analogous ‘to’ the
Monetary - Fund, Mr.  de Souza
Costa said: ' “By virtue of their
nature, the Fund and the Bank
may not offer immediate compen-
sations to many of the Farticipat-
ing countries. Some of them, in
fact, foresee the hypothesis of be-
ing but contributors in favor of
others, but such contribution is
of advantage to all.’

“What would happen to eco-

nomic development if we were not

able' to create insurance institu-
tions, with the idea of demanding
from the majority of the insured
indefinite contributions in favor of
a minority which suffers injuries
and damages?

“The Fund, in the final analysis,
is an insurance institution against
fluctuations in the balance of pay-
ments. If all contribute to this’
Fund we shall be ableto diminish
the harmful effects of economic
disequilibrium in  international
trade to .the benefit. of all, ., .

“The International Monetary
Fund is therefore an institution
destined to aid the countries in
maintaining ' the . equilibrium  of
their balance of payments when
it is affected by oscillations of a
seasonal or cyclical nature.” . ..

Necessity for Exchange Ceontrol
Seen ¢

The Finance Minister stressed
the  point that the..Conference
agreements do not prohibit na-
tional exchange control.

“Attention might7bé called. to
the fact,” he said, “that an organ-
ization with the objective of nor-
malizing the exchange’ situation
should have permitted the exist-
ence of exchange gontrol; how-.
ever, one should not confuse ex-|
change control with exchange re-,
striction, ) ‘ )

“It was fully agreed among all
nations signing the Agreement
that there would no longer be
exchange restrictions with respect
to payment of merchandise im-
ported and the payment of inter-
est service on capital investments
within the country. There may
only exist exchange control rela-

tive fo the movement of capital,
By, virtue. of  the almost. absolute
impossibility of foreseeing the
Alow of movement of capital dur-
ing" the ‘forthcoming: years, the
countries reserve to themselves
the sovereign right of controlling
capital. 5

“Relative to control over the
payment of services on the public
and - private debt, or importation
of merehandise, it was established
that -after the creation of the
Fund there- would not: exist re-
striction of any kind, in any coun=~
try, which would be a part of the
new institutions.” , ., - ‘

Brazil Needs a ITealthy Europe

As to Brazil's interest in the
success of the international agree-
ments, the speaker said: )

“With regard to the Bank for
Reconstruction and Development,
founded likewise with the collab~
oration of all the United Nations
it has as its principal objectives
the furnishing of ,credit for the
reconstruction of " the  countries
devosted by the war and attending
to the necessities of the countries
whose economies are in their pri-
mary phase and which are in need
of resources: :

“It may seem, at first sight, that
an. exaggerated importance is.
given to the reconstruction of the
devastated countries. This was a
point which - gave rise  to - the
greatest amount of discussion. = |

“I have the impression that the
criterion. which prevailed is the
real one, as it has in view the
reestablishment of world equilib~
rium, STy
“To. justify this criterion it is
sufficient to. verify the impor-
tance of the European Continent .
in the economy of the world; Some
figures will better 'express what
I have said. , .. ; ;

“It was not possible, conse-
quently, to think about the re-
establishment of the.economic or~
der, leaving aside, whether be-
cause of its having been devastated
by the war .or for any other cir-
cumstance a conglomeration of
such magnitude in the mass of the
world. ' What it represents: as a
consumption market and as a
force -of production is highly im-
portant, "especially for a country
of the economy of the United
States, a great producer and great
creditor of other countries, 1

“If we examine the fact in res
lation to Brazil’s econgmy, taking
the 1938 figures, we shall . like-
wise arrive at similar conclusions
in regard to the importance of
Europe as a market for our prod-
ucts and a source’of supplies for
our requirements, >

“The Bank for Reconstruction,
having as its principal objective
the restoration of. Europe and the
reestablishiment of the industrial
and economic order, “envisages,
very appropriately, the solving of
the economic problem and, more
than this, the political problem,
preventing unemployment.” . :

Bretton Woods an Achievement

The Finance Minister concluded
his address by.saying: ot

“Other international conferences
—+that of Brussels in 1920, that of
Geneva ‘in 1922, and even that of
London in . 1933—concluded - by
proposing this policy of coopera-
tion, -of wholesome and sund un-
dertakings among men, but the
Bretton Woods Conference went
further; it studied and examined
the interests at hand; it consid-
ered the prejudices of public opin~ .
ion existing-in England and .in
the U. S. A,, as well as throughout
the world, pondering them, mak-
ing concessions on many points,
even sacrificing solutions which
in the technicians’ opinion were
considered excellent points; it
tried to obtain adequate orienta-
tion. to  all practical aspects—
finally it drew up a code, a
regime, to make the world’s mon-,
etary system function, assuring a
relalive stability in the value of
the currencies. A o

“Bretton Woods, gentlemen, has
therefore attained an objective in-
dispensable ta the. good order of

‘.

They closéd tonight at 81. And . Rates are regulated for railroad the world.”
: e
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Here Are Some More Expresswns
On Peacetime Training Proposal

|

Tmmmg Benefits

Valuable benetits will ‘accrue
{o all youta tnrough this training.
A comple.e medical examination
puior 1o starting tneir one yeai
of training will expose visible and
latent physical detects. Correciion
of these aefects will follow, with
the result that the healch stand-
ards.of oar you.h will be raised.
Youth will learn seli-reliaiice—

leadership qualities will come to |-

tne  fromc. Youch will learn not
only to obey, but also how fto
.command, - At an early-age they
will learn the value of teamwork
and ‘they will learn to sacrifice.
All of these qualities will' build
- ewvilian and business leadership to
suengthen their adult years.
. In the next war it will be pos-
sible to bombard cities across the
ocean by radar and electronic-
controlled artillery, robot bomb:
and rocket planes. Vast armies
will be transported in giant aerial
troop carriers. Speed such as we
have never dreamed of will mark
the zttack. It tekes months 1o
train men to operate a gun turre.
in a bomber, to drive tanks, to fly
planes, to accurately fire artlllery
and to maneuver ships in battle.
We shall not have time to mobil-
ize and train aftér another Pearl
Harbor—we must be - ready : to
.“mob.lize and ' fight. By saving
critical time;  universal military
training may save Our country.
There ‘is. no- sacrifice too great
to retain our free way, of life. " -~

. 'H. M. KIRKMAN

l’resxdent The “ Tradesmens Na-

! tional Bank of New Haven,’
New Haven, Conn.

I feel very strongly - about: the
subject maiter of your symposmm
as 1 ‘was born and raised in the
Army, been in' the service and

been greatly
.impressed by
the  fact: ‘'we
have never
had a war yet
without being
caught unpre-
pared, .and
when the mil~
dlenium is
reached, and
the - lion lies
down with the
lamb, then
only - can  we
expect to have
our country
be able to take

. care: of .itself
" without a mil-

_“H, M.  Kirkman

zation.

I read  with® interest  the ‘Rev.
Cyril F. Meyer’s opposition to the
program [“Chronicle” 'of Oct. 26],

- and the views.expressed by him-

are similar to those expressed by

the isolationists in Congress, and;
that. is the class of-people which |
found us unprepared at the time

of the Pearl Harbor ¢atastrophe.
1t is all very well to say we should
so handle Japan and Germany at

i the end of the war that there will |

be no more aggression in' those

countries, but do not overlook the|
fact those are not the only nations |

in the world from whom we rmght'
|as'.any -other- country.

expect aggression. -
1 believé events have proven

; that true military training for our |
young men undoubtedly results in |

physical training such as is needed

for all young men, and you haveé |

only to see the results in, the

" ‘training camps after these young
men have been there three]

months; they have a different set-
up of dlsc1p11ne regular hours and
the proper food which results in
‘making better men and men in
a better position to take care of
us when trouble comes.

Let us not be caught unprepared

again, realizing, as we-do, there

- dous factor”

itary orgam—

(Continued from page 2814):

is no such thing as peace on earth
as long as war is popular, mucn
more so than;peace among a great
number of strong mnations irom
whom we could éxpect no mercy
if we were caught unprepared.
| H.H. DEWAR
Dewar, Robertson & Pancoast,
~San Ap’conio, Texas

1 should like to go on record as
favormg universal military train-
ing.. I am not fearful, as some
are; that the: traming whlch ouI
men are ‘re-
ceiving is ' go-
ing to endear
them to either

militarism- or

fascism. Ra-
ther it has tne
contrary effect
on all to whom
[ have talked:
‘The war
came along a.
1. time when'
the moral ' f
per of out na-
tion had been
sonsiderably
weakened
through many
applications of -
Jaternal gov-
srnment theo-

H H Dewar ¥

ories, and though the horror of‘

war is a, terrible price to pay, a

| corollary of  our. participation in’

it, namely, uiiversal training, has
restrengthened this' fiber.. I hope
that it will mrever be pulled down

again, and'T think that- universal®
youth training will be a tremen-
i’ maintaining . it.-

furthermore, in helping maintain
peace in the post-war world it is
second to nothing. :

JAMES B. TRANT. -

Dean, Louisiana State”University |;

and Agriculfaral and Mechanical
College, College of Commerce,
Baton Rouge, La,

1 read the,, discussion [in the
“Chronicle”. of Oct. 26] on com-
pulsory militatry training between
Rev. Cyril F ly[eyer and President

HarveyN Da- |

vis.with a
_‘great- deal of

interest. My
.own reaction:
to the ‘ques-

tion ‘of 'com-
pulsory - mili-
tary training

s i
Li(1).Iam fa-
vorable to it
on the grounds

“ that the phys-
ical training
and the’ stress

B on . leadership/|

¢ would be' de-

' -sirable for our: War 1.

young men;

. +(2)5.0n; . the
- other hand; .1,
" do not beheve

‘ Jamesv B. T;'ant i

»that umversa‘l compulsory,tram-’
ing - will: have much we;,ght on'

whether “or not . we. 1. have
another. war "Those: - .countries
which' have _had compulsory
military  training ‘have become
embroiled in war about as much’
1. think,
however, that the compulsory
military’ tram‘mg in those coun-
tries was the: esult.of ‘a warring

adequate peadetime standing army
and ‘navy with adequate equlp-
ment and: with a very large air
force so thatf we may have' pro-
tection ‘at allitimes:

(4) Then, $hould we have uni-
versal comp sory military train-
ing, we should in case of war be

able to mobilize more quickly-our
manpower, a’;‘)d we should have:a

‘enviable - rec-

more vigorous manhood than we
peu al wie Deginmung of this war,

FRANKLIN STEWART HARRIS

- President, Brigham Young
University, Prove, Utah

" The proposal for - compulsory
military training in peacetime has
peen up a good deal during the
past few years. ‘I have made some
study of it.
«nd as a result
of this and of
my previous
experience I
am very much

lopposed to

zompulsory
universal mil-
itary training.
I have seen
it in operation
in' European
countries, and
countries like
[ran, and I
have come to
recognize
many very se-
rious weak-
ggsgslflsy t}e‘i}:g\];‘; 'Franklin S. Harris
- a nation’s being ‘prepared for
the eventuality of war, but I be-
lieve there are many better ways
to get ready than to have all our
poys spend a. year in military
craining. I believe it would be
axpensive and. inefficient. I am
sure’there are many better pro-
grams - that could be devised for

- | the young men.

-1 believe that we should devote
almost unlimited means to scien-
ific research, that will keep us
well prepared. One good scien-
tific “discovery  is more. valuable
than a million men when it comes
to real emergency in war. '

I hope, therefore, that we as a
nation will not be swept off our
feet by-the-sentiment: and pres-
sure of war time and adopt some
program that would not be in the

interest . of . the people of tho.

nation.

_JOHN H. SCHOUTEN '

i* (Brigadier-General, Retired)
Schouten-White & Co.,
Grand Rapids, Mich. .

I have read with a great deal
of interest the varjous discussions
oertaining to post-war military
training organization, and so forth.
“Whatever
remarksor

‘conclusions I

am sending
you is-the
oroduct of 45
years’. service
in the Michi-~ -
san - National
Gudard, the .
same -outfit—
32nd Division
—now serving
inthe Far
East, and
which Divi-
sion. made ‘an -
ord; in “World
I.am. Very . Gem. J. H. Schouten
well posted on
the faults of our National Guard
system, which can all be remedied
by our Congress, and with proper
action from the Administration. I
am of the belief that it is vital to
the future military welfare of our
armed forces that no new laws
should be passed until the numer-
ous, well-qualified officers of the
National Guard shall have had the
full opportunity to appear before
Congress and pass to; it the de-
tails of their service during World
War IIL

1 make the same remarks with
reference to the National Guard
service in World War I..which
produced penalties .on Natignal
Guard ' officers which has been
duplicated in the present war and
which should be eliminated for all
time in the future.

No new laws are necessary. Our
existing = National Defense Act
permits the reorganization of the
National Guard immediately after

peace is declared, ‘and’'if Congress
wiil ‘pass the needed appropria-
tion bills we can immediavely take
the steps to give Uncle Sam an
efficient and effective land force
that will serve as well as the reg-
alar army in any future emer-
gency.

The new National Guard.should
not be under guardianship of the
regular army but should be as free
and independent as the U. S. Ma-
rine Corps.

We are face to face with the
problem of paying off a stupen-
dous public debt. I am, based on
my 45 years’ service, firmly of the
opinion that we can create a Na-
«ional Guard that will deliver the
goods in any national emergency
without conscription and -at a
fraction of the cost involved in
any national conscription act.

But to accomplish that, Con-
gress ‘must come clean in a de-
termination to create a force com-
parable to what all of us have
dreamed of for many years since
World War I. No military force
will be better than what the peo-

| ple want, id

WILLFORD I. KING

Professor of Economics, New York
University, School of Commerce,
Accounts and Finance

With - reference to your. sym-
posium on the subject of “Com
pulsory Military Training ir
Peacetime for America,” I wish to
preface myre:
marks by say:
ing that I be-
lieve pacif-
ism to be the
heightof folly.
War is a ter-
rible thing,butl
every nation
must never-
theless be pre-
pared to' up-
‘hold the prin-
ciples for
which it
stands, even at |
the price of
war,

I 'have al-
,ways been:

very  favora-
bly impressed
with the results of military train-
ing in our colleges. Such training
makes the boys learn to be alert,
teacnes: them to act promptly,
greatly improves their posture,

. Willford I. King

‘land. provides them .with some ol

the information concerning  mili-
tary matters which every citizen
olight to have. If seems to me
that the more of our young men
that can be given such training,
the better it is, both for them and
for the nation.

- But military- training in col-
leges usually requires not more
than three or four hours of the
student’s time each week for two
school years. Such training does
not interfere noticeably with*his
education. "The bill now before
Congress proposes to keep every

‘|young man in the army for a full

year. This program would obvi-

|ously substitute military training

for. one year of our present vol-
untary system of education. The
only other alternative is to take
a year out of the man’s.working
career.  The question at issue is
whether the game is worth the
candle, What will the young man
gain? What will the nation gain?

Discipline vs. Freedom

We are told that the young man
will learn discipline and will be
educated in many things which
he needs to know. Discipline has
long been highly prized in Ger-
many and Japan. In the United
States we have thought more of
freedom. Do we now prefer to
adopt the ideals of the enemy?
As a matter of fact, is it not true
that one of the principal reasons
why our soldiers are superior even
to the Germans is that our boys,
being brought up under conditions
of liberty, are superior in initia-
tive? Instead of learning how to

obey, they have learned how t{o
take responsibility.
Recently most of the young men

|m the -army have been eéxperi-
lencm" the advantages of army
training. Undoubtedly they have
learned much. ' Have they really
learned as much of what will be
useful to them in later life, even
in war, as they would have
learned in the course of high
school or college training? I se-
riously doubt that such is the case.
J We are told that army training -
is necessary to build up the health
of our young men. In support of
this point of view, the superior
health of the man in the army
as compared to the man in civilian
life “may be cited. Obviously,
such a comparison is entirely fal«
lacious, for the army has care-
fully weeded out all of the can-
didates having any physical weak-
nesses of moment, Whether army
training has actually improved
the health of the young men in
the services is open to question,
Strenuous training undoubtedly
hardens those receiving it. Does
it  really strengthen them physi-
cally, making them healthier in
after-life? We have no proof that
it does. Instead, various investi-
gations .show- that college ath-
letes excelling in strenuous
lines . of - sports tend to have
lives much shorter than do their
classmates who avoid athletics.
1t is said that a large part of
the boys now in the army favor
universal training. They are-
doubtless actuated by motives
much the same as those making .
sophomores anxious to haze-the

| freshmen. They want to even up

matters by inflicting upon the
freshmen the unpleasant treat-
ment which they, the sophomores,
had expenencea earlier,

Theery and Practice o

The hypothesis of those who
favor universal military training
is that it will prepare the nation
for eventualities and that the dan-
ger of attack is so great that our
country must be prepared at.all
!'costs. . Is, this hypothesis logical?
Past experience seems to indicate

25 -years apart, and, if we suc-
ceed in defeating both Germany
and Japan decisively, no. other
Pmmediate potential enemy is in
sight.” The ‘probability is, theré-
fore, that the boys who take mili-
tary training in -1945-46-47 will
mostly be t8o old to make desir-
able soldiehrs for the next:war.
Moreover, most of them will have
families and will:on that account
probably be excused from service.
Their training will therefore help
little in preparing us for war
when it actually comes.

Moreover, modern war does not'
call for great numbers. of non-
dpecialized infantry. Instead, it de~
mands a great variety of spécial-
ization, - Men must be experts.in
their particular fields. Is there
any probability that, in time.of
peace, universal training courses
one year in length will provide
the types of specialization actually
needed in the next war?

It seems obvious that what we
really need is not to prepare men
for the next war but, instead, to
prevent the next world war from
occurring. Clearly, we need :a
world organization equipped: with
a highly efficient, modern army,
small but well trained in all the
latest- technical devices, This is
something very diffirent from the
citizen army which would be se-
cured. by training all the boys for
one year.

.Unpreparedness an Asset
A fact commonly. overlooked is
that our losses in personnel would
have been much larger if our na-
tion had been armed to the teeth
in 1914 or in 1939. Had we been
thus ‘thoroughly prepared for
eventualities, we would probably
have gone to war earlier than we
did, and would have hence greatly
increased our casualty lists. From
the standpoint of national welfare,
unpreparedness has therefore
proved to be an asset rather: than
a liability. i
Had we maintained reserves in
{full readiness for the nevt.war,
(Continued on page 2824)

» ot

that wars tend to be spaced some.
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(Continued from page 2823)

we would doubtless have accumu-~
lated great numbeérs of war planes
and ‘war ships, practically all of
Which would have been obsolete
when war was actually declared.
The naval holiday agreed upon
after the last war saved us bil-
lions of dollars without putting
us to any  disadvantage in the
armament race.

. . Expensive Process’

. Those who advocate . conscrip-
tion in time of peace say nothing
about the fact that 'maintaining
such a huge army will be a very
expensive process.. They -do. not

" yentjon’ the fact. that’ we have a

g -

-:and social values

crushing ‘war debt which ‘should
be liguidated as rapidly- as pos-
sible, once the war is ended. Un-
Jess we reduce our military ex-
penditures, is it likely that we
will even balance the budget, to
;say nothing of paying. off the
debt? - T ;

L As a matter of fact, is not this
plan. for universal -conscription
merely a part of a much wider
program to subordinate the indi-
vidual-'to .the Federal Govern-

" jment? Do the people of the United
. States really want more and more |

yegimentation? In brief, are we
anxious to become a nation of ro-|
bots, governed by the rulers.of a
Fascist or Socialist State?  ‘That
seems -to be the real question at
issue. . ’ i

.- . " A C.WILLARD '
. President, University of Illinois,
) Urbana, 111,

I am strongly in favor of com-
‘pulsory military training. - My
conviction is based upon the pre--
vipus experience of our country’
in attempting »

'to expand our

‘armed  forces
‘after war was
‘deelared  in
two world
‘wars. ;
*., Millions" of
‘men had to be
‘trained in a

hurry-to fight -

with the most
complicated
‘mechanized
*equipment the
world has ever
seen. Thou-
‘sands of men
‘were killed in -
‘training under
such hurly
burly rush
conditions' resulting from ' our
‘gross unpreparednessto fight on
land, sea, and in the air; =~ :
The next "war . will "demand
much more skill and there will
Je far less time to prepare for it,
If we had been ready to fight a

:Arthur C.‘_ Willard

- highly: mechanized war, such.an

aggressor as Japan- would never

. ‘have attacked us. In my opinion,

;adequate ' preparedness - (military
Araining for all youth) costs far
dess than ‘war |in ‘lives, treasure
- resulting. from:
quppreparedness, .- oo
In addition to the basic com-
pulsory .military ' training, pre-
sumably a one-year. program, it
will be necessary to train a large
proportion of officers in a wide
“variety of highly technical and
-seientific fields at the. college
devel. * Such additional training
-can be. given most effectively in
Btate universities ‘and land-grant
colleges “in which ROTC units
would provide also for advanced
dnstruction . in -military science.
“This would also make it possible
for .many thousands of young

“men to fulfill their basic military

training obligations during sum-
-mer periods; and to prepare them-
selves for service as officers with

.2 minimum interruption of or in-

derference with their academic or
professional traininig. Such a pro-

pitized for FRASER
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gram would in no way deprive
those qualified men who are not
going to college of the opportunity
to enter officer-candidate schools

‘Here Are Some More Expressions
On Peacetime Training Proposal

. { possible for students in many col-

on completing their year of basie
training. _ ;
ROTC Important Factor o

"The former ROTC, system, sus-
pended during the war, made- it

leges and universities to quality
for and secure commissions as
reserve officers in the Army. No
less than 50%, or. about 75,000
of ~the officers in the United
States' Army during the initial
stages of ~mobilization for: the
present war, were. secured from
the graduates of colleges and uni-
versities having ROTC programs.
Just prior to the war the Army
was- receiving officers-at the rate
of 10,000 per:year from the ROTC.
It is obvious that without such a
supply - of - officers, ‘inadequate |
though it was for the present eon-
flict, the mobilization would have
been greatly retarded and we
should not have been as far along
as we are now. Such an impor-
tant and. highly valued system of |
securing officers should. be an in-
tegral part of any national mili-
tary training program.
I have read with interest the
various articles -which appeared
in. your issue of Oct. 26, giving
other views, pro and con, on this
subject. ) )

DR.JOHN THOM HOLDSWORTH

future wars will surely be more
and. more. scientific, mechanized,
robotized and directed by highly-
trained. technicians, and less and
less: combat manpower will be
negded. *Why then ‘take millions
of our youth from peacetime pur=
suits and production to spend a
year,. in the arts of destruction?
A year taken out of the life of
every 18-year-old boy to. be
trained for “the kind of wars we

‘used to have” is a mighty serious
business, a frightful waste of time |
and good stuff—unless demon-
stratably necessary.

So, retorts the militarist, you

are opposed to regular over-all
military training of our youth for
the defense of our couatry and
our ‘liberty. Most certainly not!
I am  protesting, rather; against
the assumption that the peace-
makers cannot make a peace that
will stick; .and if this assumption
be  accepted we shall not ‘make
the mistake of looking backward
instead of forward, of training qur
youth .to fight. yesterday’s wars
rather than tomorrow’s.
neither isolationism, defeatism, or
smug contentness.. .

This is

Training in Sclence of War
“Assuming that . future wars—if

they must come—will be wars of
chemicals, ‘incendiaries, ‘destruc-
tive gases ‘and germs, and still
newer weapons of destruction de-
signed to annihilate whole popu-
lations,. should not our defense
- i program = emphasize ' training in
these new scientific, technical and
engineering fields?
cannot this be done on a volun-
tary  basis through West Point,]
Annapolis, ‘and air schools, ex-
panded and geographieally dis-~
tributed—and all consolidated un-

And, if so,

Granted that the preceding classes
of trainees would augment the
nuprer having “rudimentary
training,” yet most of these would
have to. undergo refresher, up-to-
the-minute training for the new
type of warfare. What real advan-
tage, then, in-taking each year

millions of our youth from prep- |

aratory and productive effort to
prepare for a. war which, if it
comes, will certainly call for more
and different over-all training?

Burden of Proof -

The burden of proof rests on the
militarists and those who have no
confidence
foresight of  those . international
statesmen who will write the com-
ing peace in ‘terms which will
make aggression and war-making
the most difficult and hazardous
of all human ventures; or on those
little isolationists who cannot vis-
ualize either a ‘Supreme Interna-
tional Couneil or an International
Supreme Court, as projected at
Dumbarton Oaks, - which  would
function in the arbitration of in-
ternational disputes and . the ad-
ministration of justice among na-
tions, great and small, as effec-
tively as our courts and arbitral

organizations ' function here at|

home;" or, again, on those who
scoff at the idea ‘of an’ interna-
tional patrol - or police  alert. to
prevent ' incipient -war ° prepara-
tions or to quell the disturbance

-before it gains headway; or, fi-
nally, on those who have lost faith
in the good, old, homely virtues
of goodwill, live and let live,
honest  dealing .and  friendliness,
the Golden Rule, and “the passion
for peace” applied to international

relationships.

And if the militaristic isolation-

in the wisdom and

Dean Emeritus, School of Business
Administration, Universi_ty of

The only valid .argument for a
year’s:compulsory military train-:

der a Department of Defense?
Thousands of yeung men now in
the service and others coming up
would elect to remain in it if as-
sured ‘of further training, and a
career, Even with an assured

ing for all American youth is that! peace there will be a wide and

if another world war should come,

say, 20 years

M | after we have

finished . this
one, -and we

-become em-

broiled in it,
we should
have ~a very
large reserve
of young men

(and ‘women).~

all ready to go
places the
minute the

shooting be-.

gins. ;

Hitler’s
rapid over-
running of
Western Eu-
rope and the
near accom-

e

John T. Holdsworth
plishment of his satanic ‘designs

was due to long preparation, to the
minutest detail, to the military
and “master race” indoctrination
of the entire German people and,
above all, to the development and
utilization ~of the most ‘modern|:
strategy and machinery of war-
making. The peace-loving nations|
of Europe, not thus prepared, fell
one by one before'the motorized
Nazi juggernaut.  In nearly every
one .of these ' overrun ' countries
.compulsory. military service. had
been required for years. Against
the mechanized, s wift < moving
might of the German war machine
they might about as well have
tried to defend themselves with
their bare hands. If the civilized
world fails to lay firm foundations
for an enduring peace future wars
‘will be still more mechanized and
infinitely. more destructive—wit-
ness . Germany’s belated" robot
bomly, '

‘Pattern of Future Wars

Admitting the conception .that
yesterday’s wars, and in large part
today’s wars, .depended mainly for
their outcome upon the foot sol-
dier armed with gun and grenade,
will that be true for'tomorrow’s
wars—if they come? Unless men’s
capacity for thinking, inventing
and planning become atrophied, fi

attractive field of service for the
technically trained officer all over
the world. : - N

Supplementing these officer
training schoolsfexpand and mod-
ernize the ROTC .in our colleges,
with emphasis upon science, his-
tory, modern languages and busi-
ness administration.. Some part of
this - training might well reach
down -into our high schools and
academies. Not, basically, for any
special - disciplinary value such
training is assumed to have (phys-

lical, moral and mental discipline

can be as well, if not better, in-
culcated through other channels
—the home, school, church, clubs,
etc.) but rather for its value .in
team work, unity and coordina-
tion, tolerance, and the give-and-
take of competitive effort.” And,
for older men and those unable or
indisposed to go on to college,
technical and professional schools,

invigorate and enlarge .the home
guard, State militia, and other
military and semi-military organ-
izations. .

Draft Will Serve Purpoé@
‘Having thus provided for a con-

tinuous’ supply of well-trained,
well-educated young men to serve
as’ commissioned and petty offi-
cers and a volunteer reserve force
of officers and men subject to call
for short periods for special train-
ing to ..keep ..them abreast of
changing war procedures, what if
another . war should come, and
suddenly? ~Whence, then, will
come the millions of youth to be
quickly trained for the national
defense? - Answer: from the same
source as yielded the 11 million
to fight and, with our allies, to
win the present war—enlistment
and the drafts If, in spite of the
assurances that the coming peace
must provide against secret or
open preparation for aggression,
blind war-makers should march

(better to say fly) again, the draft

surely will have to be employed
as in past wars. The youth being
trained in the year the war breaks
out would certainly not be ade-
quate in numbers or military pro- |

ciency for this-emerg ency.

| thrée months each.

ist can prove his case before the
bar of public opinion, if he can
persuade the American ' public
that compulsory military training
is either necessary or wise, he
must still justify the taking of a
whole year  for such " training
rather than, say, six months or
less, broken into two stretches of

‘In any event, we should not be
hurried into such a momentous
decision.: It will be better to wait
until the emotionalism of this war
has passed, and the probable ef-
fectiveness of .the peace ‘can be
calmly appraised. . In making this

Thnrsd‘ay; December 28,1944

o
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+ - Ohio: Brevities - .
(Continued from page 2810)
Next highest bidders were Weil,
Roth & Co., Van Lahr & Cé,
Dahl, Isphfording & Co. and
Walter Woody & Heimerdinger,
all of Cincinnati, - s
3 0 % ' d

Elbert “A.. Carter, - who joined
the: Federal . Reserve. bank of
Cleveland as a teller 18 days be-
fore the ‘bank was opened for-
mally in October,; 1914, is retiring
as assistant vice president the end
‘of this month; L
b &% L e

Sherwin-Williams Co. of Cleve--
land,” one of the' largest. paint:
manufacturers “in the ‘world, has
been renamed to the position and
becomes chief  executive. of the
company, formerly held by the
late George ‘A. Martin- as chair--.
' man of the board. Due to changes
-in the company’s regulations, the:
president is now the top execu-
tive and the office of chairman of
 the :board can,. in the discretion
| of 'the directors;. be: filled or: left.
vacant. ]

M. J.:Fortier 'was elected a.di-
rector and. vice-president. serving -
in the capacity: of executive' as-
sistant ‘to -the  president.- Fortier
has been vice president and gen-
eral manager. of the. Acme White .
Lead & . Color Works,:, Detroit,
Sherwin-Williams’ subsidiary.
Gordon. - H.. Robertson, general
manager of industrial sales since -
1937, succeeds. Fortier at Detroit.
The 'company: reported - sales of
over. $150,000,000 - for - the . year
ended last Aug:. 31. ; i

LMY ) #*

‘Nz'itional‘ Bronze & “Aluminum

Foundry Co. has declared a divi-
dend of 50 cents a share, payable
tomorrow. - PR |t

In a statement,’ Board Chair-
man Donald W. Hornbeck said
“earnings and financial pesition
amply justify the dividend. The
company’s- business is running
at the highest level in its his-~
tory with demand for aluminum
castings continuing - in heavy-
volume., The year now ending
will . show the: best operating
results the company has ever
experienced.”

£ *

Arthur W. Steudel, president of Y

decision, not delay but precipi-
tateness is dangerous.

ROBLIN II. DAVIS

President, The Denver National
Bank, Denver,; Colo.

I am thoroughly in favor of
compulsory military training, with
some modifications. I think that
colleges, both State and private,
should be re- :
quired to in-
clude a one-
year's 'course
of - military
training for
every student.

.| This could be

provided over
perhaps ‘two
college years
in order to
give a full 12
months’ train-
ing. I believe '
that students®’
should 'be.
given credit .
for this train- "
ing equal to
those given for
scholastic h
work. My reason for holding this
view is that if a young man has to
defer his college entrance for one
year after presumably he is ready
to go to college, it.would operate,
in my opinion, very adversely for
the young men of this country.

Certainly we should have as
many young.men as possible en-
joy the advantages of a full four-
yvears’ callege. course and, as.I
said before, to defer this, in my
opinion, would be unwise.

Of course, there are many 'de-
tails which I might go into in

Roblin H. Davis

connection with such a program,.

S. K. Wellman, president of 8,
K. Wellman Ca.,, Cleveland, has
arrived in England on a trip re-

of - Aireraft Production. Repre-
sentatives -of M.A.P. visited the
Wellman plant. earlier this year
and at that time arrangements for
Wellman’s visit were made to as-
sist in "‘technical development of ’

all-metal © friction material for
British aircraft.; .

NYSE Begins Drive
For Paralysis Fund

Following an organization
meeting ‘of the New York Stock
Exchange Committee for the In-
fantile Paralysis Fund and the de-
velopment of plans: therefor, the

{drive in the Stock Exchange com- .

‘munity -was begun: on December; .-
18.-- All members of the Exchange,

| partners and employes of member .

firms, -and the personnel of the
Exchange will be canvassed. Max
Jacquin, Jr.; Assistant Vice-Presi-
dent - of - the Stock ~Exchange, is
Chairman of the ' Committee,
Other members, who comprise
members of the Exchange, part-
pers. of member firms, and presi--
dents of the community’s trade
organizations, are: Walter J. Bas-~
sette, Robert J. Bee, Robert P.
Boylan, Harry Bradbury, John L.
Clark, Leroy Dando, Elliott D.
Fox, James'J. Gurney, Eugene A.
Hayes, Roland L, DeHaan, Richard
C. Horn, Lewis Levine, Peter P.
McDermott, George J. Scully and
Anthony J. Shields. -

but, generally speaking, I am in

favor of compulsory military
training, with modifications.

4

v

quested by ‘the British Ministry . ..}
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Small Mmes Securities

- And Their Pmancmg

( Contmued from page 2803)

bonds as we are too “prone to
‘frown on mining.as a medlum of
mvestment

My memory is eklso alert to the
bllllons lost in foreign:credits sold
“ 10 ‘American inivestors by invest-
“ment banking firms whose names
:and ‘titles are still among the most
~widely known and: best. respected
in their field- of business. Yet we
do' not. raise an" eyebrow when
~these same -dealers bring out an
- isste ‘of -any- usual. kind.  Should

~these dignified names-that grace
-the - industry .of -securities ‘dis-

“!tribution offer a mining stock, the
: shoulders “of -many: of - their ‘com-
~petitors would “shrug and some
‘one might give:expression to the
- thought many- would - entertain,
~“‘Has so and so gone nuts?”

I suppose the reason for the lack
of realism conr‘ermng mining" as
- an- industry -is - based .upon- the
“negative - v1rtue “.of-.. ignorance.
~When the avaricious:skeptic ‘who
~lost. his 'money in “some mmmg
“venture later. raised his voice in
.- protest 50 'the whole:world would
hear, others, too,  joined: their
‘ voices - 'with his and’ “the . tumult
~and the shouting left an echo that
L still "is"heard .the length  and

“breadth of our fair land. The loser
in real estate mortgage issues and
foreign, credits.‘may. have -been
sorry -for his. losses, but the cred-

.. ulous speculator in mining; stocks

- in addition "to his “sorrow -adds
anger at the .sacrifice of great
. promises ‘of * "potential . proflts
‘which he 'has“thus been - ‘denied.
“In-other .words, his cry is louder
“becauge of ‘the’ ‘dashed hopes. “He
“has'little sympathy for the invés-
tor who only lost his money. - ’°

" Last . winter the Colorado Min-
mg Association and.the American
s Mining Congress held a joint con-
ference ‘in Denver, - This' meeting
“was"attended by smany whose
.names are “prominent .inpolitics
-and ‘government, 'To this meeting
“was “addressed a_letter from'.the
_President -of the" United "States.
Qver his sxgnature Mr; Roosevelt
wrote:.

: “Durmg the past’ two years,

the -dependence . of the Nation

on many .of its domestic ‘ores

‘has been amply demonstrated.

Fortunately, the mining indus-

try, with the help of Govern-

ment Jloans,. subsidies, price
premiums, and other forms of
aid, has been able to provide,

) durmg this extraordinary "pe-
riod, the metals and minerals
that 'have made possible the rec-
ord-.production . of :ships, .guns,

- tanks, airplanes, ‘and the other
weapons of war. We will have
to continue to produce the min-
eral raw ‘materials essential to
the prosecution of the war, lay-
ing aside all considerations not
compatible with this prime ob-
jective until victory is definltely
and irrevocably ours.’

“Without losing sight. of the
arduous tasks ahead of us, we
must bear in mind that the min-
ing industry, like agriculture, is
basic to. the natlonal welfare,
in peace as well as in war. To
exist and prosper,our " Nation
must have a strong and self-
‘sustaining mining industry. The
Federal Government should do
all it can to foster lts develop-
ment on that basis.” |

v~-‘Now, let.us -get the stralght on
“this matter.  To.,him..who, still
,thmks of .mining. as_an dndustry
that deals,pring}'pally in gold and
. silver: I..will . say,
fashioned!. ;Mining .today is. a
“wvastly dxfferent matter,-and . must
“be-judged in the. light of modern
“metal uses. and . industries, polit-
ical. ancl international 1mpllca-
,tions.” ‘z
Having-in: m,nd thxs new.-con-
. cept. of the mining industry, let us
give thanks that others realized
:the fallacy of denrecatmg ‘the in-
_dustry and to them give credit for

p:/lfraser.stlouisfed.org/

lead; zinc, clay, salt, potash, etc.

‘Your-are; old |

the winning of our wars and for
the making of our living. stand-
ards wha ‘ji)ey are today.

Mines pray be cla551f1ed in three
principal%g;}:s, 4

(1) Tho oducing basic ne-
cessmes, coal, iron ore, copper,

(2) Those producmg strategic
metals, and alloys, including mo-
lybdenum, - manganese, ' nickel,
bauxite, chromium, platinum,
tungsten, - .vanadium, "+ antimony;
fluorspar and many, many others
whose names and uses are-all but
unknown. to most but needed and
enjoyed by all.

(3) Those producing the :so-
called precious metals gold and
silver,

The economists are pretty well
agreed that America stands upon
the threshold. of the greatest era
in her glorious history. If thig
be true, and I feel confident it is,
then a more realistic attitude to-
ward - the mining industry must
prevail.. All of our ‘modern ma-
térial ways of  life depend uporn
machines and these machines are
no better than the metals out -of
which they are fashioned. These
metals come from the good earth
herself, the mother of modern in-
ventions. The union of her boun-
ties ‘with ' the genius of man’s
scientific mind gives the fruitful-
ness we all enjoy. We ride over
shimmering steel rails reinforced
with ‘her elements.
along highways * in ' machines
where - 'safety  and -precision of
manufacture give to transporta-
tion 'a  new ‘meaning.. We fly
through . the heavens in devices
whose structure, ‘control and: di-
rectional apparatus are but the
evidence of more of her bounty
and generosity. -

Vast ‘accumulations of buying
power and a pentup demand’for
consumer goods are but a’signal
of the greater need for these boun-
ties of our soil.

* The thoughtless say there are
no new frontiers = Even if they re-
fer to new acres of our surface
earth they harely tell the truth.
For who knows, when some pros-
pector’s . jackass -pawing through
the snow. for grass to nibble on
will uncover another priceless de-
posit of galenz ore as. happened
when the great Bunker Hill and
Sullivan lead mine was discovered
in Idaho a few years ago.

But they forze¢t the millions of
cubic' miles ‘beneath the wvisible
face of the land. There are yet to
be found . and -~developed vast
treasures not- even now known.
Yes, these new frontiers are closer
than many suspect, far closer than
the distant mountains and stream
beds where visible geology  dis-
vlayed its treasure to the unprac-
ticed eyes of the covered wagon
vioneer. ‘While these early day
orospectors were struggling . to
cross the prairies to the gold fields
of Colorado and California, iron
waited undreamed of in the Mis-
sabe Range, lead lay under the
grass lands in Missouri, - coal
ripened in Illingis- and the now
known mineral deposits in Arkan-
sas ‘were seeking release . from
their prisons on the eroded slopes

'of the ‘Ozark hills,

Who then is to say there are no
new frontiers?

Who is there to sav:the mineral
resources of our land -are ex-
hausted, just because they are not
visaged by the naked eye? -

To*'us who-suvervise the flow
of canital into industry is'thrown
a challenge. The responsibility is
ours to avoid the pitfall of the
skeptic or the ‘morass of the
thoughtless. That challense is to
clear our heads of prejudice and
aid in -every legal way the en-
couragement of the economic wel-
fare of .an mdustry upon whlch
our all depends. " -

There are among us those who

We: . drive |

/| stand in high places and urge the
: subsidy with American tax dollars

of foreign sources of. mineral
wealth. They would stifle our own
hard-rock -miner “into the aban+
donment of his hard worked mine
and. exploit the  deposit of a
neighbor nation' whose labor cost
of but a few cents per day poses
a problem of unfair and unreason-
able competition against our own
citizens, and will if carried out
to a conclusion tend to eliminate
a means of livelihood for.literally

!| millions of our own people. La-

bor costs in American mines, I am
advised, amount to.60% of pro-
duction’ values, in addition to all
the legion forms of taxes.' In the
interest of these men and. their
families, I ask ‘why should our
tax money be used to underming
their right to the American way
of life?

It may be answered that the
only way to balance foreign trade
accounts due us or to settle lend-
lease obligations owed us by ‘for-
eign nations is to accept raw ma-
terials from_ these nations.- But
who would be so bold as to sug-
gest ' that "Americans “drive cars
only of Russian. manufacture or]|
dress ‘only 'in fabrics from far
Cathay? Yet this is what is being
urged. in high' places against the
mining industry, and in the name
of good neighborliness. Would our
farmers be content with a foreign
policy that required turnips from
Turkey or pork from Peru. Would
they subscribe to a plan that re-
quired Americans to use only cot-
ton from the land of Cleopatra or
wheat from the down under con-
tinent of Australia.

We' tried this plan once when
Americans wanted oil from Mex-
ico., There camg expropriation. ;

We tried it again ‘to gain tin
from: ‘Bolivia: Then came revolu-
tion. .

We ‘tried: it once more in ‘de-
pending on the Malay States for
rubber. Then came the Japs. .

Now let’s use some horse sense.
If we finance foreigners ‘to our
own cost, we will have to relearn
the lesson - that the best way 'to

Jdose a friend is to lend him money: |

Many such friends in' the past
have defaulted against us. Some
have simply said come and get it.
But- this we never do. Commis-
sions of inquiry -have - inquired,
but in the end we have always
paid. -Suppose for: example we
finance -our foreign. friends and.
some .of them gang up on us. Toi
say-there will be no more wars'is
to speak ' with childish words.
Two babies sucking at the same
breast fight to be first if they are
hungry. The effort of survival is
primitive. Man in the'last analysis
is primitive. Realism rules. Where

will  our - country: be when ‘we

build “stockpiles of foreign prod-
ucts, whether of mineral or of
other materials and leave our do-
mestic industries prostrate. Fair
game for the aggressor of a com-
ing " generation.

Against these competmg sources
cur miners will run in léaden
shoes.

Friendly natlons Mexico, Bo-
livia, the British Emplre Malay
States failed to fulfill their con-
tracts. - What if they were un-
frxendly" I leave it to you gen-
tlemen.

The mlmng mdustry has been
called pregdatocy:. With ‘this un-
fair and untrue statement I take
emphatlc issue. If, however, there
is* anything co'mected w1th the
industry to which that term might
fairly be applied, it would have
to- be ‘those wolves and jackals
who have seized upon its very es-

‘sentiality- as -a° ‘basis: for  lurid
:| promises and unreasoning and im-

possible assurances - :of - gain.

' Against these prowlers of the pub-

lic purse we wage relentless war.
To be sure their ilk is found in
other fields as well and we must
hit this -enemyv wherever and
whenever we can find him.

I spoke a moment ago of man
as a primitive animal. Nowhere
is this more true than when man

clothes himself with-the garb. of .

suavity and becomes a marauder

.social.

Securities Dealers Committee
Plans Permanent “Counter’’ Group

(Continued from page 2803)

which is that of the complainant
was also regarded by the Commit-
tee as the achievement of an im-~
portant safeguard for dealers and
brolfers in -the 1nterest of a fan'
tria :
The Effect of the 5%
Interpretation. =~ |~

Durmg its consideration of thé
effect of that part of the SEC
opinion which held that the “5%
philosophy” was an interpretation
within ‘the ' powers ‘of the SEC,
and not a rule, the Committee was
advised that :such' powers -of in-
terpretation were tantamount to
the power to legislate, and that
this was ‘a. dangerous’ precedent
which; if permitted to stand un-
challenged would -~ enable  the
NASD under the guise of an in-
terpretation of the ‘“Rules of Fair
Practice” to place almost any re-
straint .upon NASD.members, and
through - SEC 'enforcement, upon
the securities industry generally

The Committee was further ad-
vised, however, that the favorable
parts of the opinion"placed ‘deal~
ers in-aiposition to disregard the
“5% philosophy” ~where the na-
ture of ‘the services rendered by
them, and the taking of a reason-
able wvrofit, warranted a larger
spread.

No Appeal

The question arose whether the

 failure -to appeal from the SEC

order ‘would :constitute .a -perma-
nent bar and prevent future rais-
ing of the issue whether the “5%
philosophy” constituted a rule.

‘The  Committee . was advised
that' such _issue: could be raised
in any dlscxphnary proceeding
wherein.a 5% “spread” was.at-

- |'tempted to be enforced.

Thereupon a motion. was made
and unanimously carried that no
appeal be taken from the Corn-
mission’s order.

Over-the-Counter Association
Projected

_In"an ensuing discussion the
need for an organization of deal~

' ers and brokers whose business

is exclusively over - the - counter
was urged.:

The Committee’ expressed its
intention to write its eligible sub-
stribers to form such an orgam-
zation.

'When mterv1ewed Edward A,
Kole, of counsel to the Commlt-
tee, said:

“Over-the-counter dealers
and . brokers have problems
uniquely characteristic of the
.market in ‘which they trade,
and largely inapplicable to the
auction market of listed secur-
ities, which latter market con-
sists in the matching of orders,
and . is possible only where
there is a large distribution.

“The over-the-counter mar-

- ket is being regulated by organ-
izations, the bulk of- whose
members business is in listed
securmes This is not just.

“Tt 'is also being invaded by
exchange applications for tem-
porary listing privileges.

“Unless over - the - counter
dealers. and - brokers band - to-
gcther to protect their rights.
in: my opinion, the sphere of

of wxdows rmtes and with a vol-
uble. “vocabulary pershades the
unwary -that he has in his grasp
the pot of-gold from the end of a
rainbow which he. is now mag-
nanimously offering .for a penny
a - share, “or: what have ‘you to
trade.: Such as. these, to use a
Freudian phrase, are morally un-
“They lack the milk of
human kindness and in the pursuit
of that vicious vocation, exemplify
man’s inhumanity to man:

Fortunately, our ' laws,: both
Federal and State, now have au-
thorifv to ‘hold in check ‘their:
depredations. Let us as enforcers
of ‘these laws, learn discrimina-~ -
m\)n

their activities will be . continu~
ously limited, until the over-
the-counter market will be en-
tirely erased.
“This attempt to organize is
~an imperative step in the rlght
dlrectxon i

New York Stock Exchange
Weekly Firm Changes

The New York Stock Exchange
has announced the following fxrm
changes

Transfer of the Stock. Exchange
membership of  Edgar Scottato
Edwin . George: Thomas will "be
considered .by ‘the Exchange on
January 4th.. Mr. Scott is'a part-
ner of Montgomery, Scott & Co.,
to which  Mr," Thomas is - being
admitted as of January 1st. Mr.
Thomas’ privilege to act as alter-
nate on the floor of the exchange
for J. Burr Bartram will be with-
drawn_ as of December 31st.. . -

- Leeds Mitchell, general partner’
in Shearson, Hammill & Co., will
become a limited partner, effec-
tive Jan: 1,:1945.

‘Radcliffe Cheston, Jr general
partner. in Smith, Barney & Co.,
will “become a limited partner
effective January 1st, on which
date Charles S. Cheston will re-
tire from partnership in the firm.

Paul Felix. Warburg, limited
partner in J, S, Bache & Co., will -
retire from the firm on December
31st.

William H. Bumham will retire

- |from partnership in Dixon & Ce.

on December 31st.

‘Richard H. Sprayregen; a mem-,
ber-of the Exchange, will with-
draw from Eisele & King, Libaire,
Stout & Co. on December 31st. |
" Orville E. Babeock and Martin
J Murray will retire from part-
nership in~ Goodbody & Co ‘on
December 31st.

Carroll S. Bayne, a member of
‘the Exchange, will withdraw from
Luke, Banks & Weeks, on Decem-
ber - 3lst :

Lloyd S. Mlller will retire from
Salomon Bros. & Hutzler on De~
cember 31st.

“DeWitt J. Manhelmer a member
of the Exchange, will ‘withdraw
from Spear & Leeds effective Jan—;
uary 1st.

. Benjamin & Sternbach will be
dissolved effective December 31st,

Exhibit of Resources
of the States on Display
At Colonial Trust

Arthur S. Kleeman, President of
the Colonial Trust Co., announced
on Dec. 26 that the State of Okla-~
homa is now showing in the ‘win-
dows - of the bank’s Rockefeller
Center office the second in the
bank’s series of exhibits described
as “Resources of the States.” The
first display, arranged for the De-
partment of Commerce of  the
State of New York, appeared a
few weeks ‘ago. The Oklahoma
exhibit takes the form of murals,
photographs and acutal materials,
and embraces oil, minerals,. live-
stock, -agriculture andemanufac-.
tured produects. . In commenting
upon the display, Mr. Kleeman
said: “We are offering the use of
our windows to-the :Department
of Commerce of the‘ “Industrial
Commission' of each 'of the 48

-States ‘and' the  Territories,  bé-
‘cause we believe such an. oppor-

tunity- to place before.thousands
of New Yor<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>