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Diversify Your
Investments %

Roger W. Babson Suggests
Ten Groups

BABSON PARK, MASS.—This
week let me talk on the necessity
of dividing up your investments
in order to get safety. In other

words, don't
put too many

eggs in any
one basket. If

you have $10,-
000 invested
or to invest,
divide it

among ten
groups of se¬
curities. The

following
groups and
ideas are not
the only ones
t o consider,
but they serve
a s illustra¬
tions:

M anufac-

turing: Select
some company

like a paper, textile or oil com¬
pany which is in a "repeat" busi¬
ness rather than a company deal¬
ing in equipment which lasts a
lifetime. Thus, beware of many
shipbuilding, aviation or machine

Public Utilities: Select the
stock of some good company
which is being eliminated by the
Securities & Exchange Commis¬
sion and which should liquidate
for considerably more than the
present market price. Stocks
which fulfill such requirements

(Continued on page 949)
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Future of Small Business Taxation
By RANDOLPH E. PAUL*

Former General Counsel, U. S. Treasury

Asserting That Small Business Is the Backbone of the Nation, Mr. Paul
Calls Attention to the Conflicting Reports Issued Respectively by the
Senate Small Business Committee and the Research Division of the
Federal Reserve Board Regarding War's Effects on Small Business Con¬
cerns. Hold Proposals to Mitigate the Plight of Small Business Are
Not Specific and That All Are Easier Said Than Done. Advocates
Revision of Excess Profits Tax "Carry-Back" Provisions to Assist Small
Businesses in Post-Wa^R^conversion, and the Granting of More Liberal
Loss Provisions in Computing Taxes. Says Small Business Man Must
Shift His Sights to the Whole Tax System and Seek a Tax System That
Can Create a Prosperous Post-War Economy.

We hear a great deal these days about the difficulties of the little
man in the big world. He is beset with problems and he is constantly
wrestling
with taxes. I
a m going t o
talk to you

tonight about
the little man

and the future
of small busi¬

ness taxation.
It is becom¬

ing a good old
American cus¬

tom to pay lip
service to

small business

and to prom¬
ise it the
moon. I am

afraid it is be-

coming an

equally, good
old American
custom to do very little to help
small business. Back in 1755 Dr.
Samuel Johnson wrote in his

preface to the dictionary: "Words
are the daughters of earth and
things are the sons of heaven."

Randolph E. Paul

*An address by Mr. Paul at a
dinner meeting of the Employing
Printers Association, Hotel Com¬
modore, New York City, Feb. 26,
1945. Mr. Paul is now a member

of the law firm of Lord, Day &
Lord, New York City.

(Continued on page 946)
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Tax::Specialation;|||||i||
;JiS^aitd Stop Progress

By A. M. SAKOLSKI

Economist Points Out the False Assumptions of the Proposal of Chair¬
man Eccles of the Federal Reserve Board to Tax Speculative Trans¬
actions As a Check Against Inflation. Holds That
Speculation Is a Result and Not a Cause of Inflation
and That a Special Tax on Speculation Will Not
Eliminate Inflation, but Would Discourage Business
Enterprise and Risk Capital. Says Tax Would Be
Extremely Impractical to Administer Because of In¬
ability to Distinguish Between Investment and
Speculation Transactions. / u -

History and Forecast of Rail Credit
By PATRICK B. McGINNIS*

Contending That Knowledge of Railroad Credit in the Past Looked to
Only Maturities and Yields, Mr. McGinnis Points Out That the Market
Collapse in Railroad Bonds Due to Defaults Indicated a Mechanical
Situation in the Relationships of Buyers and Sellers, Rather Than Their
Intrinsic Value. Wall Street, He Says, Was Not Geared to Sell
Defaulted Bonds to the Public, With the Result That Prices of These
Issues Fell to Very Low Levels. Points to Reduced Charges of Reorgan¬
ized Railroads and the Fact That Refunding Bonds Are Approaching
Call Prices as a Basis for Belief in Future of Railroad Credit. Sees
Further Rise in Defaulted Issues as Reorganizations Are Effected, and
Does Not Fear Competition Against Railroads.

Railroad securities, bonds and stocks, are the oldest form of cor¬
porate security we have, and still represent the major amount of

« such secur¬

ities, particu-

Qf the many schemes and proposals put forth
in the last two years to prevent or diminish in¬
flation and its dangers, none, perhaps, is more
fantastic, erroneous and impractical than. the
project (if it can be called such) of Marriner S.
Eccles, Chairman of the Board of Governors of
the Federal Reserve System, to impose a special
tax "on gains from speculation in stocks and
real estate." This proposal was made at a hear¬
ing before the Senate Banking Committee on the
bill to reduce the reserve requirements of the Fed¬
eral Reserve Banks in order to permit a larger currency circulation
and a further expansion of bank credit—both inflationary incentives.

Conceding the danger of currency inflation arising out of a

post-war boom due to an excessive money supply and easy credit
(Continued on page 942) "

A. M. Sakolsk!
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larly so far as
bonds arecon¬

cerned. We
have had rail¬
road bonds
with us for

almost a hun¬
dred years, in
some cases,
and railroad
stocks like¬
wise.
Most of the

railroad bonds
are listed on

the New York

Stock Ex¬

change; as are
most of the

utility bonds.
As of the first of this year, the

Patrick . B. McGinnis

*An address by Mr. McGinnis
at a meeting of the Bond Club of
Detroit, Hotel Statler, Detroit,
Michigan, Feb. 21, 1945. Mr. Mc¬
Ginnis is a partner in the firm of
Pflugfelder, Bampton & Rust,
Members of the New York Stock

Exchange.

(Continued on page 940)
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Guide Posts for Judging
Stock Market Ahead

By DR. WILLIAM F. EDWARDS*

livJp): Partner, Naess & Cummings, New York
,

Contending That Forecasting Is No More Difficult Than in the Past, Dr.
Edwards Asserts We Should Look Ahead With the Courage of Those
That Succeeded Before. Says Civilian Regimentation Has Produced
Static Thinking Toward the Stock Market, but Points Out That First
the Fear of the War, and Then the Fear of the Peace Has Given Way
to Reserved Confidence. Holds Present Stock Prices Supported ,by
Earnings and Dividends, and That It Is Thoroughly Tested, Though
Downward Influence May Temporarily Dominate. Predicts a Reason¬
able Up-Side Level of the Dow-Jones Average of 170. Hits Morgen-
thau's "New Era" Credit Policy as a Modern Tower of Babel, and Urges
Brokers to Keep Market in Bounds Rather Than Have It Done fey
Government Order.

Our prospective and mutual understanding will be aided, I be¬
lieve, if at the outset we eliminate two erroneous thoughts that haM
been too prev- .,

M AMERICAN
CYANAMID

5% Preference

1 :
Bought—Sold—Quoted
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. New York Stock Exchange
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John F. Dnnnellan
Joins E. F. Hutton t
'■■r'l (Special' to The •-Financial Chronicle) t

V SAN FRANCISCO, CAL.—John
F. Donnellan has become associ¬
ated with E. F. Hutton & Co., 160
Montgomery St. He was previ¬
ously with Sutro & Co. and prior
thereto for many years was an

officer of Donnellan & Co.

Harry F. Stamper !s
With Fairman & Go.

r

(Special to The Financial Chbonicle)

LOS ANGELES, CAL.—Harry
F. Stemper has become associated
with Fairman & Co., 650 South
Spring St., members of the Los
Angeles Stock Exchange. Mr.
Stemper was in the past an offi¬
cer of Franklin Wulff & Co., and
Ehni & Wood, Inc.

Dr. Wm. Edwards

alent.

Judging the
Opportunity

Ahead

Many of us
see the uncer-

t a i n t i e s on

every hand
and tend to

postpone de¬
cisions and

temper judg¬
ment, expect¬
ing that in
time the out¬

look will be¬

come more

apparent. But
this will be¬

come true only
as the oppor¬

tunity becomes less. We shouldn't
alibi, believing that our problem
of looking ahead and planning is
more difficult than it was in the

past. If we put 011 the glasses of
yesterday so that we see it as it
was then seen, and as we now see
our tomorrow, we find on the
threshhold of periods of unusual
opportunity turmoil and confu¬
sion that frequently bewildered
our predecessors in the financial
district. 1

^

In retrospect, could there be a
cleaner period than when our eco¬
nomic society was cultivating the
soil and planting the seeds that
subsequently produced such prof¬
itable crops. We remember the
development of the steam engine,
the steamship and the locomotive;

Economic Adjustments
From War To Peace

By AMOS E. TAYLOR*

Director, U. S. Bureau of Foreign and Domestic Commerce

Commerce Department Official Distinguishes Two > Post-War Periods,
viz.: (I) the Immediate or Reconversion Period, and (2) the Longer-
Run Period. Holds in First Period the Deferred Demands of Wartime
Are Not in Themselves Sufficient to Offset Shrinkage in Government
Expenditures but, Because of Large Savings and Cash Assets Held by
Public and Businessman Inflationary Tendency Can Develop Unless
Post-War Spending Is Synchronized With Rate of Reconversion. Says
Foreign Trade Expansion Must Be Inter-Related Wi fe Domestic Activi y
and Urges Foreign Investment for Sound Industrialization of Unde¬
veloped Areas as a Safeguard Against Forces Leading to War.

In dealing with post-war adjustment It is well that we first
take note of the fact that in >time of war the Government is ar

insatiaole cus--

*An address made by Dr. Ed¬
wards before the Association of
Customers' Brokers in the Gover¬
nors' Room of the New York
Stock Exchange Feb. 27, 1945,

(Continued on page 952)
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tomer that at

present is de¬
manding more
than 40% of
our total out¬

put. This fig¬
ure suggests
the size and

scope of the
p r obi em
w h i c h^' will
confront; us
when we seek
a balance in
our post-war
e c o ri o m.;y
which will as-
s u r e us v of
maximum

output and the
means of dis¬

tributing and consuming such
output. At the same time we shall
have to achieve this result in la
world which is becoming increas-

Amos E. Taylor

Foundation Co. _|

Delaware Pr. & Lt.

• 17 ,V;:"

Troster,CurriesSummers
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
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ingly interdependent and which
cannot maintain prosperity unless
the flow of goods can be kept on
a high level.
We ' shall have to deal with

these problems of adjustment at
a time when the world atmos¬

phere is surcharged with highly
emotional tensions and when con¬

flicts of opinion both at home and
abroad are .sharply drawn. Our
ability to overcome the immedi¬
ate difficulties will in large part
depend upon the degree of objec¬
tivity with which we can appraise
a condition of disequilibrium with
calm "deliberation and coordinated
effort. -With the general nature
of thd problem we are of course
familiar. We know that when the

* An address by Mr. Taylor be¬
fore the Executives' Club of Chi¬
cago, Chicago, 111., Feb. 16, 1945.
v (Continued on page 956)
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Bretton Woods Proposals Will
Help Exports: Moigenthau

Treasury Secretary States That if Adopted the Automobile Industry Can
Look Forward to a Steady Export Market of a Million Cars a Year.
Holds International Fund Will Eliminate "Blocked", Payments and
Bilateral Trade Will Prevent Losses From Exchange Fluctuations. Says
Critics* Arguments Boil Down to: "It Will Not Work."

J Secretary of Treasury, Henry Morgenthau, Jr., in an address
before the Economic Club of Detroit, on Feb. 26, which was broadcast
-v over'' the Blue'*

Network, up¬
held the Bret-
ton Woods

Proposals
mainly on the
ground that /
it would in¬
crease our ex¬

ports and re¬
store the sales
o f automo¬

biles abroad

to the figures
of 1929. ., He
predicted that
if : Congress
passes the
B r e t t o n

Woods legis¬
lation that we

can look for-
ward to a

steady export of at least 1,000,009

Sec. Morgenthau

cars ayearvand he condemned the,
criticism of an "interested"- /mi-:
nority that the plan "might not
work." The complete text-of his
address; follows:
The world's money market has.

a language of its own that can be
made to sound as incompre¬
hensible as a tobacco auctioneer
and as remote as Mars. But its
results in every business are as

plain as red ink in the ledger and
as close as next week's payroll.
One reason is that international

monetary stabilization has a good
deal to do with the color of- the

ink, and .with the payroll, .too. -

One man out of. seven in the

automobile industry, for instance,
used to depend for-his job on

foreign trade. Fourteen per cent
of the industry's sales were made

(Continued on page 951)

Objections to Bretton Woods Pacts
^ By HON JESSE P. WOLCOTT*

' Representative in Congress From Michigan

MemSer of the House Banking Committee and Delegate to ihe Bretton
Woods Conference Outlines the Objectives of the Proposals and Notes
the Skepticism Regarding Their Accomplishment. Lists 14 Alleged
Deficiencies Relating to the Proposed International Bank and 54 Relat¬
ing to the International MeiUtary Fund. Sees "Much Study" Ahead
by Both the People and the Congress of the Proposals, and States That
"the Economic, Social and Political Future of America Was at Stake
at Bretton Woods" and That "the Final Decision Will Be Dictated by
the People." i . *
■> -K I consider it a distinct honor to share this discussion of post-war
international exchange stabilization jand reconstruction and develop¬
ment with our distinguishedguest,- - —

which many of us have frequently
disagreed; ^however, the Treasury
Department is outstanding in the
rpanner in which it has functioned
under his very able management.
No finer tribute h^s ever been
ogid to a man than that expressed
by Hon. Frank JCeefe, an ardent

(Continued on page 958) •
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Holds Initial Phase of

ft§tf"Bull Market" Wears End
Edson Gould of Research Department of Smith, Barney & Co. Sees
Top in Stock Prices and States Important Decline Is Likely to Occur
Before Resumption of a Major Advance. Says American Economy at
Present, $o Far as Manufacturing Is Concerned, Is not in Balance.

Edson Gould of the Research Department of Smith, Barney &
Co., and formerly Editor of Moody's Stock and Bond Surveys, has

issued a mem-$ —| —-—1 i—-

Edson Gould

orandum
dated Feb. 23

on significant
conditions af¬

fecting the
stock market.

4 "It looks as

though the
initial phase
of the big bull
.market of the
1940s is com¬

ing to an
en d ,." Mr.
Gould states.
"Stocks are

not high
priced on the
basis of cur¬

rent earnings

probable post-war earnings, but it
becomes increasingly probable
that a sizable portion of the pres¬
ent structure of earnings on
which a large section of the mar¬
ket rests may soon be swept away.
"The significance for stock in¬

vestors is that for the first time
since the major rise started in
April, 1942, the market carries
risks of a sizable reaction repre¬
sented by 25 points or more in the
Dow-Jones : Industrial Average.
This^ suggests, where intermediate
term operations govern policy, de¬
fensive operations on the part of
stock investors, the taking of
profits, the shifting from specu¬
lative to higher grade issues to
reduce risks of reaction and the

and dividends ■. accumulation of cash resources to
and are low priced in relation to I (Continued on page 944)

Economic Disarmament
W: » By JOHN THOM^IOLDSWORTH

. Professor of Economics, University of Miami
.

% , •*?' ."-u *2 4 •, ' ff , v •- . ' •'/ ' •; a - • • ^ , 1 ,

Economist Reviews the Domestic and Foreign Problems Which Must
Be Solved in Accomplishing a Satisfactory Peace, and Points Out the
Antagonism of American and Other Nation's Policies Regarding Cartels.
Contends That Although the International Conferences Have Contributed
Toward Creating Something Like Political Harmony and Have Set Up
Concrete Plans, There Is Too Much Optimism in Hoping for Full Eco
nomic Accord and Cooperation Among All Nations of the World. .

Though much fighting and dying must still be expected with
the; slowing down of the "March to Berlin," final victory over the
Nazis . is as- $—— *

spred. Then
will .epme the
complex and
difficult peace

arrange¬
ments. What

kind o f a

p e ace ? The
w a r- - w e ary
world prays

for; expects, a

permane nt
peace-' the
t e jm s of
which1will in-

s,u r e .against
another global
w a r .: .What
terms? U n -

e o h d i t ional

surrender fol¬
lowed by complete military dis-

. - .

fehjfei
I

John T. Holdsworth

armament of the warmakers?

Positively, -yes. * Economic emas¬
culation of Germany? No. To
reduce highly industrialized coun¬
tries like Germany and Japan to
economic impotence and hope¬
lessness would only provoke an¬
other war, which with such hell¬
ish weapons of destruction as tlm
V-2 (or V-10 ?) and others still
more deadly ■ would annihilate
modern civilization. The natural

resources, the industrial aptitudes
and activities of these countries

can be, must be, directed again to
the ways of peace, expansion of
production and world trade,- and
higher levels of living every¬
where. We would .weaken, not
strengthen, international economic
vitality by reducing Germany and

■ (Continued on page 948)

the Secretary of the f Treasury,(
Hon. Henry Morgenthau, Jr.
•v Secretary Morgenthau repre¬
sents an •. Administration with

F''*R~marks by CongressmanWol-
cott before the Economic Club of
Detro:t. Detroit, Mich., February
26, 1345.

PANAMA COCA-COLA
Dividend paid January 15, 1945—$.75

DIVIDENDS:
1944 $2.75 — 1943 §4.50 — 1942 $3.65

. .Approximate selling price—29Vz

Circular on request

': . HonRose& Truster
s , Established 1914 - ~}

_ .Triiiity Place, rNevv York 6, N. Y, •

Televhone: BOwling Green 9-7400 Te^type: NY 1

" LiCHTEnsTcm
AND COMPANY

CURFEW
—you just can't Byrnes
the candle at both ends!

But you can get a break at
both ends by buying and sell¬
ing your obsolete stocks and
bonds through us.

Obsolete 6ecunties Dept.
99 WALL STREET. NEW YORK
'

Telephone: WHitehall 4-6551

'.JO

TITLE. COMPANY

j CERTIFICATES
. BOUGHT ■ SOLD • QUOTED

V Complete Statistical Information

L J. GOLDWATER & CO.
Members New York Security Dealers Assn.

, 39 Broadway
New York 6, N. Y.

HAnover 2-8970 Teletype NY 1-1203

Flour Mills

Foundation Co.

Moxie Co.

Rohr Aircraft

Wellman Engineering
Circulars on Request

J.F.Reilly&Co.
Members

New York Security Dealers Attn.

Ill Broadway, NewYork 6, N.Y.
r' REctor 2-5288

Bell System Teletype, NY 1-2480
3 Private Wire to Los Angeles

M. A. Hanna Co.

Laclede-Christy
Clay Products

;; Memorandums on Request

Bought — Sold

111Rialb & lo.m
Members New York Security Dealers n

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

FABRICS

DUNNE & CO.
; Members New York Security Dealers Ass*

25 Broad St., New York 4, N. Y.
:WHitehall 3-0272-—Teletype NY 1-956

Private Wire to Boston

-375

- Public National Bank

& Trust Co. 1

National Radiator Co.

Industrial Finance
Preferred

C. E. Unterberg & do.
Members N. Y. Security Dealers n

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

Teletype NY 1-1666
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Boston 8c Maine, Pfd*.
S. F. Bowser

Brockway Motor*
Detroit Harvester

Douglas Shoe, Com. & Pfd.*
Electrolnx* |
General Machinery -

Maine Central Pfdl* |
Michigan Chemical .

Philip Carey

Moore-McCormack
Purolator* "

Scovill Mfg.*
Sheraton Corporation
Triumph Explosives
United Piece Dye Works
Whiting Corp.
Wickwire Spencer

York Corrugating
Indiana Gas & Client.

Jonas & Naumburg

Bougtii-

Nat'l Service Pfd.

Cen. & S. W. litis.

Pittsburgh Railways

-Sold—Quoted ^, > • > >;. ■ ,

FIRST COLONY CORPORATION »
Underwriters arid Distributors of Investment Securities
70 Pine Street New York 5
Hanover 2-7793 Teletype NY 1-2425

Aetna Standard Eng.
American Hardware*
Am. Window Glass, Com. & Pfd..
Blair & Co., Inc. I
Buda Co.

Deep Rock Oil
Differential Wheel

Moxie*

Federal Machine & Welding .

Gleaner Harvester
Great American Industries*
Liberty Aircraft Products
Mokan v

Oxford Paper
Remington Arms
Riley Stoker*

I
Alabama Mills*

AspinookvCorp. < " V"*
Berkshire Fine Spinning
Consolidated Textile
Merrimac Mills
New Jersey Worsted

■I UTILITIES

Curb and Unlisted
r

Securities ; -

MICHAEL HEANEY, Mgr.

WALTER KANE, Asst. Mgr.

Joseph McManus & Co.
Members New York Curb Exchange

Chicago Stock Exchange

39 Broadway New York 6
Digby 4-3122 Teletype NY 1-1610

Industrial Brownhoist Ist Pfd.
Circular on Request

1582 Union Commerce Bldg. Cleveland 14, Ohio

Amer. Gas & Power & Wrnts.
Central Public Utility 5%V|

I Conn. Light & Power Com.
Cons. Elec. & Gas Pfd.

I Empire District Elec. Com.

| Peoples Lt. & Pow. Pfd.
Indiana Gas & Chemical
Iowa Southern Util.
Mass. Power & Lt. $2 Pfd.*
Southwest Natural Gas

Du Mont Lab. "A"*
Emerson Radio

Magnavox Corp.*
Majestic Radio & Tel.*
P. R. Mallory*

L
» ★Circular on Request

Meiiibers N. Z. Secumy waieii> A#*

12# broadway, new york 5
REctor 2-8700 NY J:™
Direct Wires to Chicago and Pnna

ENTERPRISE 'PHONES
Hartf'd 6111 Buff. fi024 . B<w.,»inr

Some Elements of
Post-War American Life
By J. REUBEN CLARK, JR.*

Former Under-Secretary of State

Prominent Attorney and Diplomat Warns Against a Post-War Dole
Complex, an Intense Hostility Between Labor and Capital and Alien
Revolutionary Leaders. Sees Lack of Manpower for Full National
Economic Operation and Contends That Revolutionary Manpower, Not
Reduced by Casualties, May Become Controlling Element. Advocates
Reduction of Government Employees and Return of Women to Main¬
tenance of the Home. Sees Dangers to Free Enterprise in Trends Toward
Communism, Regimentation and Wider Social Security, and Holds That
Big Post-War Problem Will Be Rebuilding Returning Youths for Civil
Duties. /

I have an unusual sense of high compliment/over this invitation
to speak to you, for I am a cattleman, albeit a very, very small one.
I am uncer- ^
tain whether

by asking so
trifling a cat-
tleman as I
am to speak
to you mod¬
ern shepherd
A b r a h a ms,

you meant to
indicate that
a little cattle¬
man was - as

good as * an
Abraham, or

whether you
meant to

show how iit-
tle ••/•// you
thought of
the class cat-
tlemen, . by

J. Reuben Clark, Jr.

choosing one of their very least to
talk to you.' I may.say to begin
with that all of my sheep raising
experience has .consisted in herd¬
ing a bunch of bucks my father
took for ^summering; and all I
really know about sheep is that
there is no other mutton in the
world like sheep-camp mutton.

*An address by President Clark
before the /Utah Woolgrowers
Association in Salt*; Lake, City,
Jan. 24, 1945. > Mr. Clark is a
recognized authority on interna¬
tional law; was Chairman of the
American Preparatory Commit¬
tee to represent the United States
at the Third Hague Conference;
General Counsel for United States
before the American British
Claims Commission; former So¬
licitor of the State Department,
and former Under-Secretary of
State. He is President of the
Church of Jesus Christ of Latter-

However, here I am,. and I. am
honored to" be with you.; > •V ~ -

What I propose tb say today
may not be popular with every¬
body. Furthermore, I am not
aiming to recite a comedy; these
are not comedy days; I shall say
nothing new; it has all been in
the press. On some other occa¬
sions I have discussed several of
the matters that I * shall touch
upoatoday. /But.it.seems.well to
repeat. For there always, comes
a time when unpleasant /truths
must be retold, even though the
retelling disturbs the ease and
quiet of a luxurious error. Today
seems to be such a time. On such
occasions the criticism,, slander,
misrepresentation < that orie gets
pre of no consequence.

If I remember rightly, when
Mr. Hoover asked me to speak to
you he suggested you would like
me to tell you; what post-war
United States would be like, and
how to meet its problems. Well,
if I knew, I would tell you. But
I do not know, and I do not know.
anyone, and I do, not- know of
anyone who does know. Yet I
do know that the communists and
their co-conspirators,, our Amer¬
ican revolutionists, have planned
out What post-war America is
to be, and I also know that un¬
less the rest of us are awake they
will have their way. For, as their
sort have worked in other coun¬

tries, they stop at nothing—in¬
timidation, lawlessness, plunder,
arson and murder, which they
have rechristened with the
sweeter name, "liquidation." In
other countries they have used all
of these things wholesale wher¬
ever they have operated. They

Day Saints and Chairman of the „rlll +v,«. « 4-u^-

Executive Committee of Foreign f . same here if their
Bondholders Protective Council,
Inc. He is also a director of the

Equitable Life Insurance Society*

opportunity shall come.
But I believe I do know some

\conunued on page 954)

Yuba Consolidated

Gold Fields

36th Year Uninterrupted
Dividends

Write or call for descriptive circular

CARTWRIGHT & PARMELEE
70 Pine Street, New York 5, N. Y.

Digby 4-3383

Statistician Wanted
Leading investment and bro¬

kerage firm has an opening for
at senior public utility statisti¬
cian. Attractive salary. Write,

stating full personal and busi¬
ness history. Address Box 185,
Doremus & Company, Adver¬
tising Agents, 120 Broadway,
New York 5, N. Y.

Unlisted Trader
IThoroughlyexperienced,wishes
to make a change, preferably
to N. Y. S. E. firm or sound
over-counter house. Box Bl,
Commercial & Financial Chron¬
icle, 25 Park Place, New York
8, N. Y,

Kassebaum, Setalliek
At Van Alslyne Noel
; fVan Alstyne, Noel & Co., 52
Wall . St., New York City, mem-

John E. Kassebaum Arthur B. Retallick

bers of New York Stock Ex¬

change, announce that John E.
Kassebaum and Arthur B. Retal¬
lick are now associated with them
in charge of their trading depart¬
ment.

Mr. Kassebaum was formerly

manager of the investment bond
department of Ingalls & Snyder.
Mr. Retallick was manager of the
corporation bond department of
Coffin & Burr, Inc., in .New York
City.

Emerson Radio & Phono. Corp.

Wickwire Spencer Steel Co.

//:> Mokan

Gleaner Harvester Corp.' /

j.K.Riee.Jr.&Co
Established 1908

Members N. Y. Security Dealers Assn.
REctor 2-4500—120 Broadway
Bell System Teletype N. Y. 1-714

BOSTON, MASS.

American Optical
: Bird & Son

Christiana 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

du Pont, Homsey Co.
Shawmut Bank Building

BOSTON 9, MASS.

Capitol 4330 Teletype BS 424

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 6% V

Circular Available

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

Tel. HUB 1990 ; > Teletype BS 69

ST. LOUIS

STIX & CO
INVESTMENT SECURITIES r

509 OLIVE STREET

'?•"r?''!->::j £{Z-
St.Louis 1,Mo.

'"

^■/; i :> "• r"*

Members St. Louis Stock Exchange

Pacific Northwest Go.
Formed by Merger
SEATTLE, WASH.—The for¬

mation of Pacific Northwest Com¬
pany as a merger of the invest¬
ment business and personnel of
Ferris & Hardgrove and Drum-
heller, Ehrlichman Company, is
announced effective today. Offi¬
ces of the company will be lo¬
cated, in addition to its office in
the Exchange Building, in Seattle,
Spokane, Portland, Tacoma, Aber¬
deen, Yakima, and Eugene.

New York Stock Exchange
Weekly Firm Changes
The New York Stock Exchange

has announced the following firm
changes: George Linne retired
from Bonner & Gregory, New
York City, as of February 28th,
Russell S. Cooney, partner in Hop-
pin Brothers, New York City, •died
on February 17th. " v ! ' 1
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AMERICAN BANTAM CAR
• 6% CUMULATIVE CONV. PREFERRED

Dividend of 300 paid Jan. 31, 1945,

(Arrears $3.75)
$10 par (callable at 14 plus arrears)

, , Selling Price—15
Circular on Request

HOHRgSES'ntgSlER
. < ' . , • Established 1914

74 Trinity Place, New York 6, N. Y. ,

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

.1 Maryland
Drydock Company

Peoples-Pittsburgh
Trust Company- *

'upon request

W. J. Banigan & Co.
Successors to

CHAS, H. JONES Si CO.
Established 1904

50 Broadway, N. Y. 4 HAnover 2-8380

— SPECIALISTS IN—

PHILIPPINE

GOLD MINING

STOCKS

F. BLEIBTREU & Co., Inc.
79 Wall St., New York 5, N. Y.

Telephone HAnover 2-8681

Cayuga & Susquehanna

Old Colony 4s, 1938

St. Louis San Francisco

5s, 1936 ,

GeorgeR*Cooley&Co,
INC.

Established 1924

52 William St., New York 5, N. Y.
WHitehall 4-3990 Teletype NY 1-2419

Harrington & Richardson

Ohio Match

Community Water Service Pfd.

Eastern Corp.

Taylorcraft Pfd.

BERWALD & CO.
Members Neiv York Security Dealers Assn.

30 Pine Street, New York 5, N. Y.'
Tel. Digby 4-7900 Tele. NY 1-1790

Aspects oi Tax Exemption of
Municipals
By HENRY EPSTEIN*V .4,

Formerly Solicitor-General of New York State

Aside from Constitutional and Political Grounds, Mr. Epstein Supports
His Contention That State and Municipal Bonds Should Continue to Be
Exempted from Federal Taxation Because (1) the Investor Pays for
the Exemption, and (2) the Resulting Increased Interest Cost to Local
Governments Offsets the Additional Federal Revenue. Points Out That

Municipalities, If Their Debt Charges Were Increased, Would in Many
Cases Face Insolvency Because of Inability to Obtain Added Revenues,
Since They Are Limited to Real Estate Taxes, AH Other Sources Having
Been Preempted by Federal and State Governments; and He Holds
Loss of Tax Exemption Would Be a Disruption of the -Balance of
Federal Power and Local Self-Government. / !
S*t » • • r - Ji i ■- *» ' ' . L ht ' " ' ' u -v P •• ^ I

In discussing the immunity of State and municipal financing
from Federal taxation we are dealing with a many-faceted question

of public and •>

Henry Epstein

private fi-
nance, eco¬

nomics, law,
politics and,
above all, phi-
losophy v.. of
government.
The legal

aspect is the
simplest. The
Supreme
Court has al¬
ways held that
the Federal
Government
has 110 con-

s t it.u t iona

power to levy
such a tax
and that the
Sixteenth

Amendment did not confer such a

power (Pollock v. Farmers Loan
& Trust Co., 157 U. S. 429; Evans
v. Gore, 253 U. S. 245).
Just this month the Supreme

Court refused to review the ques-

*An address by Mr. Epstein at
the new School for Social Re¬

search, New York -City, on Jan.
-30, 1945. .

i.rfl

tion in test cases commenced by
the Treasury Department in at¬
tempting to reverse the 50r-yeai;-
old doctrine -of- immunity. In
Commissioner v; Estate of Sham-

berg, the lower courts held the
bonds of The Port of New York

Authority exempt under a statu¬
tory; exemption of the -interest
upon "the obligations of a State
Or- politicalsubdivision"; they
therefore refused to consider the
constitutional "point and the Su¬
preme Court; by denying certi,-
orarij has allowed these decisions
to remain as the law of the land.

Constitutional Immunity

Let us consider the policy ar¬

guments underlying the constitu¬
tional immunity and also this
statutory exemption which was
enacted in the first income tax
law in 1913 and which Congress
has repeatedly refused to repeal.
The purpose of' this exemption is
to preserve the balance between
the States and the Federal Gov¬
ernment by protecting our States
and cities against invasion by the
Central Government of their

functions, their independence,

fWe Take Pleasure In Announcing That

MR. ARTHUR C. TURNER
. V

Has Become Associated With Us

■ as Manager of Our

U. S. GOVERNMENT BOND DEPARTMENT

New York Hanseatic
; Corporation

120 Broadway, New York 5, N. Y.
March, 1945

their home rule. How, you may
ask; is the freedom of local gov¬
ernment threatened by a tax of
local financing? And is local
government worth preserving? • I.
wish to answer both these quesY
tions tonight.
..-Let us begin with Mr. Justice
Brandeis, astute observer of eco¬
nomic processes. He said:

"It is true that the tax-exempt
privilege is a feature always°

reflected in the market price of
bonds. The investor pays for
it." (National Life Ins. Co. v.

• U. S„ 277 U. S. 508, 528.)
There is no question about that.

Investors are paying much higher
prices for exempt bonds than for
equivalent taxable obligations.
That, difference is whaf the in¬
vestor pays for his exemption; he
is not getting something for no¬

thing. Conversely, the public, by
receiving higher prices and pay¬

ing lower interest on exempt ob¬
ligations^ saves a. great deal
through the exemption.
Indeed, your morning; paper

will show you just how much the
tax would compel the States and
their agencies to raise their in¬
terest rates in financing public
projects. Exempt New York State
bonds, due in 1970; sell to yield
about 1.25%. But taxable Fed¬
eral Government bonds of the
same maturity yield about 2.50%,
twice as much as the State bond

yield, with a differential of about
1.25%. To-be conservative, we

may estimate the average differ¬
ential at about 1%.

Applying this 1% differential
to the outstanding State and local
debt of about $20 billion, we find
the tax would cost local govern¬
ment about $200 million per year.

In 1937, before the issue had
become . quite so controversial,
L. H. Parker, Chief of Staff of the
Joint Committee of Internal Rev¬
enue Taxation of Congress, said:
; ..."It is the opinion of this of-
Yfice that if the income tax were

applied in full to all future is-
-

sues - of these bonds, the in¬
creased ; interest cost would

* nearly offset the additional rev¬
enue secured."

That is my opinion today. The
revenue loss to the Federal Gov¬
ernment closely approximates the
$200 million gain to local govern¬
ment. -The tax would yield no net
fiscal gain to the public as a
whole.

„ ......

But that does not mean that it

makqs no difference whether the
Federal Government may tax local
borrowing or not. It makes a
tremendous difference in the deli¬
cate balance of powers in our
Federal system./ ■■

Remember that local govern-^
ment is not a single entity-like
the Federal Government—it is a

conglomeration of thousands of
units of varying size and prosper¬

ity. Mdny are perennially on the
ragged edge of bankruptcy. Many
more are driven over the edge by
any sharp depression. And still
more can remain financially
stable in times of stress only by

sharp curtailment of essential

public services. The picture of

unpaid and starving school teach¬
ers in Chicago a decade ago is still

vivid in. our minds. And in 1933
New .York City itself barely es¬
caped default and insolvency. ;

Effect on Municipal Credit
The last depression exploded

the myth that municipal credit is
indestructible. The fact is that
municipal government relies on

real estate taxation for about 85%
of its revenues. All other sources
have largely been preempted by
the Federal and State govern¬
ments. But it is common knowl¬
edge that the real estate taxpayer
is already overburdened. Raising
the tax rate often increases delin¬
quency so that you end up with
even less total revenues.

Now consider the impact of a
Federal tax which increases the
debt service of municipal govern¬
ment. And remember that debt
service is frequently 25% or more
of the total expenditures. Either
the city must curtail its functions
and abandon projected capital im¬
provements in the face of the
added cost of borrowing, or it
must try to raise taxes. If it cur¬
tails needed public services or de¬
clines to undertake new projects,
you create a vacuum of the type
which politics abhors. • And the
Federal: Government may- well
move in to fill that vacuum, ready
to spend the very money it has
taken from the municipal treas¬
ury by taxing the city's bonds.
But now the expenditure of the
money is not controlled at home
by the local citizen. Either it is
ctoled back to the city from Wash¬
ington, on conditions which sap

(Continued on page 936)

American made

MARKETS;!^
I CANADIAN j

; ^SECURITIESJ

Brown Co. j|j
y Com. & Pfd. 0 V

'

V- •' / - ' . Y-'V. / : V ^

Electrolux ji

Gurney Foundries, Pfd.
International Utilities

Sun Life Assurance

HART SMITH & CO
U WILLIAM St., N. Y. 5 HAnover I-09W

- . Bell-Teletyjw NY 1-898

Wew York. ■ Montreal - Toronto

Home Insurance
Premium Income
$71^422,544 in 1944
The Home Insurance Co. in its

annual report for 1944 shows net
premium income of $71,422,544, an
all-time high for the company.
This compares with $61,567,060 re¬

ported in 1943. In 1941, when the
company's premium income near¬

ly- approached this record, the
total included $26,081,500 in auto¬
mobile business consisting largely
of premiums on financed automo-1
biles. In 1944, with this finance
business eliminated, automobile
premiums amounted to $4,023,-
360. Ocean marine premiums
amounted to $6,106,739, compared
with $4,917,889 in 1943,
Total admitted assets at the end

of 1944 also hit a new high level

amounting to $147,045,440, com¬

pared with $132,106,901 as of Dec
31, 1943.
The balance sheet of the com¬

pany shows cash of $21,220,339; U.
S. Government bonds, $34,764,718;
all other bonds and stocks, $76,-
426,405; first mortgage - loans.
$368,006; real estate, $3,772,528;
agents' balances, less than 90 days
due, $8,637,873;. reinsurance re¬
coverable on paid losses, $1,697,-
961, and other admitted assets
$157,610.
Under liabilities of $78,134,958,

the reserve' for unearned pre¬

miums-amounted to $56,900,611;
reserve for losses, $17,391,935; re-

Community Water Service
51/% s-6s 1946 |

Crescent Public -Service 6s 1954

East Coast Public Service ■

4s 1948

Eastern Minnesota Pr. 5Vks '51

Minneapolis & St. Louis Ry.
issues ■ .-in¬

securities Co. of N. Y.
4% Consols

Frederic H. Hatch & Co*
Y Incorporated

Members N. Y. Security Dealers Ass'n
63 Wall Street New York 5, N. Y.

Bell Teletype NY 1-897

WE BUY

BONDS
WITH . ■

Coupons Missing

GUDE, WlNMILL & Co.
Members Neiv York ijltock Exchange

1 Wail St., New York 5, N. Y.
DIffby 4-70(50 i; ; Teletype NY 1-955

American Maize

Products Co. If

Frederic H. Hatch& Co.
\ ' Incorporated
Members N. Y. Security Dealers:Ass'n**
63 Wall Street New York S, N. y.

Bell Teletype NY 1-897

HAYTIAN
CORP.::

Quotations Upon Request
Vr'O;"' v* ' T~ ";fi

FARIt & Cd.
Members | ' .

New York Stock Exchange-
New York Coffee & Sugar Exchange

120 WALL ST., NEW

TEL. HANOVER 2-9612

serve for taxes, $2,870,000; reserve
for miscellaneous accounts, $913,-'
951; and. funds held under] rein-;
surance treaties, $58,462, leaving: a
surplus to policyholders of $68,-
910/481. It will be noted th^t cash
on hand plus Government bonds,
totaling $55,985,057, practically
equals the unearned premium Re¬
serve of $56 900.611, reflectipg the
extremely liquid condition ef the
company, - ': - V , f f

I "Vn*
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We maintain an active interest in

* ^ Puget Sound Power and Light Common
Ampco Metals Common
Leece Neville Common

Central Specialty Common*
Maryland Casualty Common

Chicago South Shore and South Bend R.R. Common

SILLS, MINTON & COMPANY, Inc.
: \ Members Chicago Stock Exchange .\'"-V .

209 SO. LA SALLE ST., CHICAGO 4, ILL.
Telephone Dearborn 1421 Teletype CG 864

, » —We Maintain Active Markets In—^

,
. GALVIN MFG. CORP. COMMON

DEEP ROCK OIL CORP. COMMON

CHICAGO SOUTH SHORE & SOUTH BEND R. R
- Common '

Kawneer Co. Common

Kingsbury Breweries

Lima Cord Sole & Heel

Ohio Service Holding Pfd,

H. M. Byllesby and Company
Incorporated ' * ,

jYY'Ml ■' ■ 135 So. La Salle Street, Chicago 3
Telephone State 8711 ■ 5 Teletype CG 273

New York Philadelphia Pittsburgh Minneapolis

C. L. Schmidt & Co.
Established 1922

120 South La Salle Street
CHICAGO 3

Tel. Randolph 6960 Tele. CG 271

Dealer-Broker Investment
Recommendations and Literature

Ampco Metal, common

Central Electric & Gas, common

Central Steel & Wire Co., com.
C. G. Conn Ltd. common

Western Lt. & Tel. common

International Detrola Corp.

Locomotive Firebox

United Stockyards Corp., pfd.

NSTA Notes

ATLANTA BOND CLUB

At a meeting of the Atlanta
Bond Club the following officers
were unanimously elected to serve

for a period of one year:

Pres i d en t—Byron Brooke,
Brooke, Tindall & Company.

"

Vice-President—J. F. Settle, J.
H. Hilsman & Co., Inc. s

Secretary-Treasurer~^J. R.

Hifshberg, Norris & Hirshberg,
Inc.- -

W. J. Sennott, Jr.— Fred J. Cook

Clement, Curtis & Co.
Members N. Y. Stock Exch. and Others
I 134 S. LA SALLE ST.

CHICAGO 3 -

Randolph 6800 Teletype CG 214

«SSB SINCE 1908

Members .

Chicago Stock Exchange
Chicago Board of Trade

Firm Trading Markets;

Interstate Aircraft

Garrett Corporation

Magnavox Common

208 SOUTH LA SALLE ST.
CHICAGO 4, ILLINOIS

Telephone Randolph 4068
Bell System CG 537

J. Fleming SettleByron Brooke

Central Public Utility 5Y2-52

Gleaner Harvester Com.

Chicago Corp. Com.

Incorporated . > J
135 South La Salle Street, ;

CHICAGO 3

2 530 Central 7540
Direct Wires To Our Offices In
Principal Cities Throughout

the Country
ties—McLaughlin, Baird & Reuss, Interstate Aircraft & Engine Co.
1 Wall Street, New York 5, N. Y. —Circular—-flirsch & Co., 25

; ; Broad Street, New York 4, N. Y.
Boston & Providence Railroad—

Descriptive circular— Adams & Kentucky & Indiana Terminal
Peck, 63 Wall Street, New York Railroad — Details on prospects
5, N. Y. '* and yield—B. W. Pizzini & Co.,

, . . ■ Incorporated, 55 Broadway, New

E. G. Brcoke Iron—Descriptive York 6, N. Y.
circular—Buckley Brothers, 1529
Walnut Street, Philadelphia 2, Pa. Laclede Christy Clay Products—

Memorandum—Ilerzog & Co., 170

Central Iron & Steel—Bulletin Broadway, New York 7, N. Y.
on recent developments—Lerner T ^' * "' • 1 /-

& Co., 10 Post Office Square, Bos- Lehigh Valley RR.—Circular on
ton 9, Mass. . * . the general consol. 4s-41/2S-5s;

2003 — McLaughlin, Baird &

Central Soya — Discussion of Reuss, One Wall Street, New
possibilities— Buckley Brothers, York 5, N. Y. .. *'I 1 " -

Central Steel & Wire, Com,
Galvin Mfg. Co. Com.
Lincoln Ptg. Co. 6-1963
Parker Appliance, Com.

Snap-On Tools, Com.
Woodward Governor, Com.

Merchants Distilling Common—
Memorandum—Buckley Brothers,
1529 Walnut Street, Philadelphia
2, Pa.

Moxie Co.—Descriptive circu¬
lar—J.-F. Reilly & Co., Ill Broad¬
way, New York 6, N. Y. ' >Paul H.Davis & Co,

Established 1916

Members Principal Stock Exchanges
Chicago Board of Trade

- 10 So. La Salle St., Chicago 3
Tel. Franklin 8622 Teletype CG 405

- Indianapolis, Ind. - Rockford, 111. i

National Gas & Electric Corpo¬
ration—Report on position and
outlook for dealers only—Peter
Morgan & Co., 31 Nassau Street,"
New York 5, N. Y.

Federally Insured BEfflH
Certificates HH|H
To Yield * * EMBS3

AGGREGATING $25,000,000.00

Have been» purchased thru us by
Trust Companies, Trust Departments,
Estates, Pensions. , . -v.; .

- V" An Outstanding

Post War Stock

Long-Bell Lumber
Common

MISSISSIPPI GLASS CO.

INTERNATIONAL DETROLA CO

ROHR AIRCRAFT CORP.

ARMSTRONG RUBBER CO.

AMERICAN SILICA SAND CO.

Member, National Association
oj Securities Dealers

Wholesale Distributors
Middle West — Pacific Coast

For

UNDERWRITERS

Federally Insured Savings & Lean
Associations about 400 Represented—
located in- every section of the Coun¬
try, offer Liquidity, Insured safety of

Principal, complete

m» . freedom from mar-
FINANCIAL ket losses—
HOI INC. /. / 9 , /I

^sJyevelopment Co.
105 SO. LA SALLE ST.. CHICAGO 1

New jour page brochure
now available on request

SECONDARY MARKET
DISTRIBUTION

CHICAGO 3 LOS ANGELES 14
<,135 La Salle St. 650 S. Spring St.
Randolph 3002 CG 362 Trinity 3908

COMSTOCK & CO.
CHICAGO 4

231 So. La Salle St. Dearborn 1501
■v . Teletype CG 257

Kneeiand & Co.
BOARD OP TRADE BUILDING '

141 W. JACKSON BLVD., CHICAGO 4 - ' '
Tel.WAB. 8686 and Western Union Telephone Tele. CG 640, 641 & 642
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John J. O'Brien Go,
to Be SWSE Mers
John J. O'Brien & Co., 231

South La Salle Street, Chicago,
111,, members of the Chicago Stock
Ex'change, will acquire member¬
ship in the New York Stock Ex¬
change, when Joseph M. Fitzger¬
ald, New York Exchange member,
becomes a partner in the firm on
March 9th. Albert J. Payne will
become a general partner and
Julian A. Acosta a limited partner
on the same date. Mi\ Fitzgerald
has been active in New York City
as an individual floor broker; Mr.
Acosta has been active as an in¬
dividual dealer and as principal
of J. A. Acosta & Co. in New York

City. Mr. Payne was with Wayne
Hummer & Cov in Chicago, y S. E.
O'Brien will no longer be a part¬
ner. . * :

The firm will have a New York
office at 14 Wall Street.

Swan and Thoben Are
Hayden, Stone Partners
Hayden, Stone & Co., 25 Broad

Street, New York- City, members
of-the New York Stock Exchange,
announce that Joseph E. Swan and
Frederick W.- Thoben have become

; Joseph E. Swan Frederick W. Thoben

partners in the firm. Mr. Swan
has just retired as a partner in
E., F. Hutton & Co. and Mr.
Thoben is resigning from that or¬

ganization, where both have been
since the dissolution in 1942 of
their former firm of J. E. Swan

& Co.

The firm of Swan, Culbertson &
Fritz, through which J. E. Swan
& Co., formerly handled the for¬
eign accounts in which it special¬
ized, will now become a corre¬
spondent of Hayden, Stone & Co.
Until war broke out Swan, Cul¬
bertson & Fritz was the largest
banking and brokerage firm in the
Far East, with offices in Shanghai,
Horig Kong, Manila and Singa¬
pore. More recently the firm has
established branches in Buenos
Aires and Montevideo.

Through its new correspondent
Hayden, Stone & Co. will be in a

position after the war to make
available to its clients a great deal
of information regarding invest¬
ment opportunities in both South
America and the Far East.

Admission of Mr. Swan and Mr.
Thoben to partnership in Hayden,
Stone & Co. was previously re¬

ported in the "Financial Chroni¬
cle" of February 22nd.

■

/ >\ - , Lg—MWPtri- " - 11 '

A. B. Mayfield With
Hornblower 8 Weeks

(Special to The Financial Chronicle),"'''-V-

vt?CHICAGO, ILL'.—Ar t h ur .Dv
Mayfield has become associated

with Hornblower & Weeks, 39
South La Salle Street, members
of the principal national ex¬

changes. Mr. Mayfield was for¬

merly with C. W. McNear & Co.,
was an officer of Providence Se¬

curities Corp., and prior thereto
was with Otis & Co. and Stifel,
Nicolaus & Co.

Hydraulic Press Mfg. Co. Common
■' • ; • •

, • : Rohr Aircraft Corp.

Stromberg-Carlson Co. Common *

Chicago Railways'Firs! 5s Feb. 1927 v

•» Portland Electric Power Income 6s March 1950

DOYLE, O'CONNOR & CO
INCORPORATE!)

135 SOUTH LA SALLE STREET

Telephone: Dearborn 9600 Teletype: CG 1200

Dealer-Broker Investment
Recommendations and Literature

... (Continued,from page 934)
New England Public Service Co.

—Report—Ira Ilaupt & Co., Ill
Broadway, New York 6, N. Y.

New York Bank Stocks—Com¬

parative analysis and significant
ratios for eighteen stocks in 1944
—Laird, Bissell & Meeds, 120
Broadway, New York 5, N. Y.

Oxford Paper preferred & com¬
mon -—Analytical study— Good-
body & Co., 115 Broadway, $Few
York 6, N. Y.

Panama Coca-Cola—Discussion
of this situation—Hoit, Rose &
Troster, 74 Trinity Place, New
York 6, N. Y.

Peoples-Pittsburgh Trust Com¬
pany—Analysis—W. J. Banigan &
Co., 50 Broadway, New York 4,
N. Y.

Pittsburgh Railways— Current
study—First Colony Corporation,
70 Pine Street, New York 5, N'. Y;

Public National Bank & Trust

Company—Analysis, for dealers
only—C. E. Unterberg & Co., 61
Broadway, New York 6, N» Y.

Rohr Aircraft—Descriptive cir¬
cular—J. F. Reilly & Co.;v 111
Broadway, New York 6, N. Y.

St. Louis Bank Stocks Manual;
1945 Edition—Facts and figures on
St. Louis "bank stocks—G. II.
Walker & Co., Broadway and
Locust, St. Louis 1, Mo.

St. Paul Arbitrage—Memoran¬
dum—Frederick M. Stern, 61
Broadway, New York 6, N. Y.

Schenley Distillers Corporation
—Brochure of articles they have
been running in the Chronicle—
write to Mark Merit, in care of
Schenley Distillers Corporation,
350 Fifth Avenue, New -York 1,
N. Y.

Seaboard Railway Company-
Complete arbitrage proposition on

request—Sutro Bros. & Co., 120
Broadway, New York 5, N. Y.

) > '■ ■ *
v. Southern Railway — Analysis
showing how the common stock is
acquiring investment character¬
istics and appears to offer out¬
standing appreciation potentiali¬
ties—II. Hentz & Co., Hanover
Square, New York 5, N. Y.

United Piece Dye Works—Dis¬
cussion of long term possibilities
for those speculatively inclined—
Ward & Co., 120 Broadway, New
York 5, N. Y. Also available are
late memoranda on:

Du Mont Laboratories "A";
Great American Industries; Mas¬
sachusetts Power & Light $2
preferred; Majestic Radio; Mag-
navox Corp.; Eleetrolux; Brock-
way Motors; Scoville Mfg.; Bird
& Sons; Riley Stoker4, Alabama
Mills, Inc.; American Hardware;
Douglas Shoe; Hartford-Empire;
Maine Central Pfd.; Purolator;
Moxie; and P. R. Mallory.

Wellman Engineering—Circular
—J. F. Reilly & Co., Ill Broad¬
way, New York 6. N. Y.

/Wellman Engineering Company
-4-Pro'spects discussed — Wmi J.
Mericka & Co., Inc., 29 Broadway,
New Y6rk City. -

Yuba Consolidated Gold Fields
—Analytical discussion of possi¬
bilities for price enhancement—
Cartwright & Parmelee, 70 Pine
Street, New York 5, N.. Y.

Win. G. Hobbs, Jr., is
With Barens, Kindred
CHICAGO, ILL.—William G.

Hobbs, Jr., has become associated
with Barcus, Kindred & Co., 231
South La Salle Street, as manager
of the trading department. Mr.
Hobbs was formerly manager of
the municipal department of the
Chicago office of Boettcher &

Company with which he had been
associated since 1932.

Municipal News & Notes
The new issue side of the mu¬

nicipal bond market remains rela¬
tively quiet, a condition, inci¬
dentally, that has prevailed in
large measure since the advent of
the eminently successful " New
York City financing operation of-
$75,000,000 in mid-January. ., The
paucity of new borrowings is the
more impressive in view of the.
exceptionally favorable conditions
prevailing in the market for local
government obligations. ;

'

As a matter of fact, it may be
said that at no time in the re- i
cent past have conditions been
as attractive for the disposal of
tiew issues as now prevail. This
is the case with respect to the

• level of prices and insofar as'
investment demand for: tax-

exempts is concerned. How¬
ever, despite the excellence of
these essential market factors,
the volume of strictly new fi¬

nancing continues somewhat
negligible. u

The dearth of new credit opera¬
tions has, of course, been com¬
pensated for to some extent by
the recent flow of old bonds that
have reentered the market via

portfolio liquidations. In this
connection mention may be made
of the • award on Tuesday of $4,-
018,000 bonds by the State of Cali¬
fornia "-Employees Retirement
System.''Vr •/;;•' >"; }■
C: The offering, which embraced
various bonds of the City of Los

i Angeles and its school districts
v and the Los Angeles Flood Con¬
trol District, attracted a number
of bids. The accepted tender of

1 142.2631 was made by a group

headed by the First National
Bank of Chicago, and the un¬

successful offers ranged be¬
tween prices of 141.983 and
140.651.

w/

■

. ' i < *

We have a continuing interest in the following:

American Barge Lines Co. Common

American Service Co. Common

Anheuser Busch Inc. Capital

Consolidated Gas Utilities Corp. Common
Fulton Iron Works, Common & Pfd.

Mastic-Asphalt Co. Common

New Jefferson Hotel Co. 4-6% Bonds
(ST. LOUIS)

Puget Sound Power & Light Co. Common

Seven-Up Bottling Co. Common & Pfd.
(ST. LOUIS) '

Western Light & Telephone Co. Common

Stifel, Nicolaus & Company
Chicago

INCORPORATED

Founded 1890

St. Louis

Previous recent financing of
similar character included sales of

$9,805,430 City of New York se¬
curities by the State of New York;
$2,555,900 New Jersey municipals
by the State's Teachers' Pension
and Annuity Fund, and $2,087,500
of various State and municipal
bonds by the Kansas City Life In¬
surance Co. The company is
scheduled to dispose of another
block of $1,255,500 of its municipal
portfolio today.
As for new business in sight

over the next several weeks, the
calendar of pending awards, at
this writing, shows only one issue
of more than $1,000,000, this being
the $2,000,000 State of Mississippi
loan for which bids will be con¬

sidered on March 13. There is
good reason to believe, however,
that the anticipated $110,000,000
Triborough Bridge Authority, N.
Y., refunding operation will be
undertaken sometime during the
current month. The appropriate
legislation has already been ap¬

proved by Governor- Dewey, • sind
the report is that the issue will be
underwritten by a group formed
by Dillon, Read & Co. Based on
market performance of existing
obligations of the bridge unit, it is
likely that the prospective new
issue will attract considerable
demand.

Of interest to the municipal
field on this side of the border

was the public offering yester¬
day of a new issue of $15,-
000,000 Province of Quebec 2%
debentures, which was cleared
through the SEC a day or so

earlier. The underwriting group
is headed by the First Boston
Corp. The bonds, due March 1,
1950, are being offered to in¬
vestors at a price of par.

INQUIRIES INVITED

Mot&ioia
GALVIN MFG. CO.

Common Stock

HICKEYfit CO.
; Field Bldg., Chicago 3

Randolph 8800 CG 1234-5

Direct wire to New York

ACTIVE TRADING MARKETS

National Terminals Corp.
Common & Preferred

Franklin County Coal Corp.
Common & Preferred

Central & South West
Utilities

Common stock

Interstate Aircraft &
Engineering Corp.

■* ■ Common

1 ADAMS & CO.
231 South La Salle Street

Chicago 4, Illinois
Teletype CG 361 Phone State 0101

< Bfifif AGO TRACTION SYSTEM

For the past several years we have held the opinion that
municipal ownership of the Chicago Traction System could
not be accomplished if the interests of Governor Green and

Mayor Kelly were in opposition. The Governor and the)
Mayor now have agreed upon a plan to create a Chicago)
Transportation District under both State and City authority,-
and to finance the district by issuing tax-free revenue bonds.1
The public demand for improved transportation service'
assures approval at the referendum to be held June 4, 1945.
Also, we are informed that at least one large syndicate has

been organized to purchase these revenue bonds. Conse¬

quently, we believe the purchase of the Chicago Traction

properties by a quasi-municipal district now is a matter of1
time only. I " \

In our opinion, the First Mortgage tlonfls of the Chicago Railways
Company, Chicago City Railway Company and Calumet & South

Chicago Railway Company can he purchased with confidence at

this time.
_ -

KITCHEN & CO.
135 So. La Salle St., Chicago 3, 111.

I

TELETYPE CG 573 TELEPHONE STATE 4950

V
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REAL ESTATE

SECURITIES

Primary Markets in:

Hotel St. George, 4's

165 Broadway 4^'s

61 Broadway 6's

870-7th Ave. 4^'s
(Park Central Hotel)

N.Y. Athletic Club2-5's

Beacon Hotel, 4's

SHASKAN & CO.
Members New York Sfock Exchange
Members New York Curb Exchange

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

Help the Helpless
GIVE

Without Stint to

The American

RED CROSS

"The Greatest Mother
in the World"

SIEGEL & CO.
39 Broadway, N.Y. 6 Dlgby 4-2370

Teletype NY 1-1942

I8-Year-Glds Fight
After 28 Weeks
An official of the War Depart¬

ment said on Feb. 26 < that under
normal circumstances the mini¬
mum time between induction and
assignment to combat duty is
about 26 weeks, ^including 15
weeks at a replacement training
center and that most 18-year-olds
are sent overseas for combat duty
much less than a year after they
are inducted. We quote from an
Associated Press dispatch from
Washington on Feb. 26, whi,ch
added: ^

Senator Robert A. TafCRepub¬
lican of Ohio, had announced
that he would call on the War De¬
partment to explain why 18-
year-olds were being sent into
combat with relatively brief train¬
ing.

w .

The War Department official,
reporting that not less time than
about 26 weeks elapse between in¬
duction and combat assignment,
said the time is alloted as follows:
three weeks' post-induction fur¬
lough, one week at the reception
center, 15 weeks at a replacement
training center, two weeks' fur¬
lough, one week in a staging area,
two weeks, aboard ship and two
weeks in a replacement pool at
the war zone.

But in actual practice, he said,
the average 18-year-old has an
extra month or two before being
sent ipnto battle. Practically all,
however, are sent overseas less
than a year from the time they
are inducted, and most are filtered
into infantry units as replace¬
ments for battle casualties.

N. J. O Hanlon Opens
DENVER, COLO.--Nicholas J.

O'Hanlon is engaging in a securi¬
ties business from offices at 1325

Glenarm Place. Mr. O'Hanlon has

recently been serving in the
United States Army Air Corps.
In the past he was with G.
Brashears & Co. in Los Angeles.

SPECIALISTS

v:»-;in 'L /< \ ■■^

Real Estate Securities

-v A1

Since 1929

Seligman, Lubetkin Co.
'■ Incorporated :,(■A

Members New York Security Dealers Association .

41 Broad Street, New York 4 HAnover 2-2100

Real Estate Securities
That much discussed picture "A Tree Grows in Brooklyn" opens

today at the Roxy Theatre in New York and it is expected to attract
capacity attendance. .<■ .

This picture is typical of the type of pictures that are first shown
at the Roxy Theatre under a franchise they received from Twentieth
Century-Fox Film Corporation, which runs for the entire life of the
mortgage on the theatre. <£ ■ • ''
Bonds issued for this first mort¬

gage have an interest rate of 4%,
are due Sept. 1, 1957 and offer a
yield of approximately 5% to
maturity.
The bonds are the obligation of

Roxy Theatre, Inc., and are se¬
cured by a first mortgage on land
owned in fee on West 50th Street,
running through to West 51st
Street, improved with a theatre
of approximately 6,200 seats. The
entrance and lobby of the theatre
are on the corner of 50th Street
and Seventh Avenue in space part
of and leased from the Hotel Taft.
As a medium to" judge the value

of the bonds, it is interesting to
note that in reorganization in
September, 1937, the Twentieth
Century-Fox Film Corporation
paid $4,248,208 for this property,
represented by $650,000 in cash
above the bond issue of $3,595,208
for the preferred and common
stocks of the Roxy Theatre Com¬
pany. This $3,595,208 bond issue
has since been reduced by sinking
fund operation to $2,899,800. At
current market price of the bonds,
approximately 88%, a value of
$2,551,824 is placed for the mort¬

gage. In 1944 the property was
assessed at $3,950,000.
Monthly deposits are required

to be made with the trustee equal
to 1/12 of accruing taxes, 1/12 of
the entrance and lobby rent, 1/12
of the annual interest on the
bonds and 1/12, of sinking fund
monies.

: Until 1947, $65,000 a year or
$5,416.67 per month is used for
sinking fund and thereafter $70,-
000 a year or $5,833.34 per month
is used for si'nking fund. The
trustee has been buying bonds for
retirement each month and this
month purchased bonds at a price
of 88%.
Standard & Poor's give the

bonds a "B" Quality rating and a
market rating "above average."
We are of the opinion that

soundness of bonds of a theatre
depends in a large measure on the
mass appeal of the pictures re-"
leased to that theatre. Helpful to
this theatre is the franchise from
Twentieth Century-Fox Film Cor¬
poration for first run selection of
motion pictures released by that
prominent film producer until
1957, when the bonds mature.

Aspects of Tax Exemption of
Municipals

(Continued from page 933)
the vitality and independence of
local government, or the Federal
Government itself may undertake
the abandoned local functions,
again upsetting the balance be¬
tween the local and central gov¬
ernments.

But suppose the city increases
its real estate tax rate to meet
the added cost of borrowing. In
normal times this will succeed in
many localities. But then you
have increased the most regres¬
sive tax in our fiscal system.
You have pushed up rents and the
cost of owning a home. You have
violated the principle of taxation
according to ability to pay—and
this, in order to attain theoretical
perfection in the progressive char¬
acter of the Federal income tax.
And often the municipality can¬

not increase its revenues by rais¬
ing tax rates. Then you are back
in the vicious cycle of increased
tax levies causing increased
delinquency, causing decreased
revenues, causing increased tax
levies, and so on. And then you
have curtailed functions, deferred
maintenance, more crowded class¬
rooms, less policing, less sanita¬
tion, and again the picture of un-
oaid school teachers. • Or else the
Federal Government magnani¬
mously invades the local sphere
and takes on the functions which
its own taxes have kept the mu¬

nicipality from financing with
local credit.
The record in the recent Port

Authority bond tax case contains
many examples of municipal bond
issues which would have been im¬
possible without exemption. Many

State and municipal agencies
might be willing to promise an
added 1% interest to offset the
loss of exemption. But they would
still find investors unwilling to
lend the needed funds. It is one

thing to promise to pay more in¬
terest and another to be able to
pay it. If the investor feels that
the increased debt service is be¬
yond the city's ability to pay, the
bond issue will find no takers. In
other words, the proposed tax can
destroy the ability of the States
and their agencies to exercise
their power to borrow funds.
A strong case can still be made

then for the continued validity of
John Marshall's simple but cogent
statement that the power to tax
involves the power to destroy.
But however that may be, the
power to tax certainly involves
the power (to control. Suppose
the Federal Government had the
power 4o tax all local bonds.
Soon some bright young educator
would say: "Wouldn't it be a good
idea to encourage municipalities
to build new school houses. Let's
exempt municipal bonds issued
for that purpose." Then his friend
down the hall would add: "And
let's exempt bridge bonds too.
But if school bonds are to be ex¬

empt it should only be if they
don't waste good public money on
silly courses. They should get the
exemption only if their curricu¬
lum is first approved by the Fed¬
eral Bureau of Education."

"An excellent idea," his friend
might rejoin, "and on your bridge
bond exemption, shouldn't the lo¬
cation first be approved by the

THE MAGNAVDX COMPANY
ONE OF A SERIES OF TIMELY STATISTICAL REPORTS ON

< COMPANIES WHOSE STOCKS ARE TRADED ON THE SAN

FRANCISCO STOCK EXCHANGE AVAILABLE ON REQUEST

DIRECT PRIVATE WIRE

Kaiser & Co.

25 BROAD STREET

NEW YORK A

MEMBERS

NEW YORK STOCK EXCHANGE

NEW YORK CURB EXCHANGE

SAN FRANCISCO STOCK EXCHANGE 15DD RUSS BUILDING

SAN FRANCISCO A

Federal Bureau of Roads?" This
hypothetical conversation shows
what I mean by the power to con¬
trol which is inherent in the
power to tax. From the power to
tax flows the power to classify
and to exempt bonds issued for
certain purposes favored by the
Federal Government. Indeed that
is almost happening today. At the
same time as the Federal Govern¬
ment is attacking the exemption
of State and local bonds generally,
it is still fostering the exemption
of local housing bonds. In other
words, where the purpose appeals
to the Federal sense of propriety
or prejudice, an exemption will be
in order whether or not the local
citizens desire to borrow for that
purpose.

■ And then there is the power to
attach conditions tfb the exemp¬
tion. In the face of such a com¬

bination, local initiative would be
dead and over-centralization of
power in a single omnipotent cen¬
tral state would be upon us.
You will notice that we are al¬

ready considering the second great
question—should the freedom of
stata and local governments be
preserved?
This is no small homogeneous

country with unified interests and
problems capable of government
by a single central authority. We
can thank our dual form of gov¬
ernment for having kept us from
centralized dictatorship on the one
hand and from disunion and dis¬
solution on the other.

Political Aspects

It has become quite the fashion
in certain circles to sheer at the
states and to imply that they have
outlived their usefulness and that
we should be governed by depart¬
ments of an omnipotent central
government. Yet all political
philosophers agree that as you ex¬
tend the size of a democracy you
weaken it and if you attempt to
concentrate its power you destroy
it. Franklin D. Roosevelt said in
1930:

"We are safe (from the dan¬
ger of obligarchy) just so long
as home rule in the states is
scrupulously preserved and
fought for whenever it seems in
danger." A ?

And after he became President he
said, in 1937: 1

« * * * it was dear to the
framers of our Constitution that
the greatest possible liberty of
self-government must be given
to each State and that any Na¬
tional Administration attempt¬
ing to make all laws for the
whole nation * * * would inevi¬
tably result at some future time
in a dissolution of the Union it¬
self."

Woodrow Wilson wrote:
"It would be fatal to our po¬

litical vitality really to strip the
states of their powers and trans¬
fer them to the Federal Govern-

;Anient."
And Charles Evans Hughes put

it neatly when he said: "An over-
centralized government would
break down of its own weight.
* * * If we did not have states we

should speedily have to create
them. * * * (New York State Bar
Association, Vol. 39, p. 273).
In ... these desperate times of

world travail we have a further
reason for strengthening our dual
system of government. Federal¬
ism is obviously a necessity in the
reconstruction of many of the gov¬

ernments in tortured Europe
which must 'control lands with

large minorities. The same doc¬
trine of federalism which has

preserved this country despite its
size and the diversity of its inter¬
ests may help to bring peace to
other nations and thus to the
world as a whole. But if we are

to make our federal form of gov¬
ernment worthy of emulation we
must make sure that it works in
this country. If we submit our
states to continued inroads on

their independence by the central
government, we cannot expect the
federal form of government to be
adopted by other countries which
need. it. ■ ' L

Who Holds Municipals?

With so much at stake in retain¬

ing the fiscal independence of
state and local government free
from taxation by the central gov¬
ernment, we may wonder that the
attempt to tax state and municipal
borrowing has such a tenacious
life even after it has been battered
down again and again by the Su¬
preme Court and the Congress. I
explain this in terms of a great
fallacy. Many people believe that
exempt municipal bonds are a
vehicle of wholesale tax evasion
on the part of the wealthy. That
simply is not so. Only about one-
third of all the state and mu¬

nicipal bonds outstanding are
owned by individuals with in¬
comes over $5,000 a year. Much
of the balance is owned by sinking
funds, pension systems, charitable
trusts, and other bodies which pay
no taxes at all; and the remainder
is owned by banks, insurance
companies, and other institutional
investors which are not subject to

high personal surtaxes and who,
therefore, receive no greater ad¬
vantage than they surrender by
accepting a lower yield on mu¬
nicipal bonds.
But even the one-third of the

state and local debt in the hands
of individuals has not been ex¬

ploited for large-scale tax evasion.
The fact is that millionaires have,
on the average, only about 12% of
their wealth invested in state, and
municipal bonds, according to the
Treasury's own Estate Tax Return
statistics. Great fortunes have
never been built by the ownership
of public bonds; they have arisen.
from the control of industry and
land, and in order to retain that
control, wealthy individuals must
keep the bulk of their wealth in¬
vested in taxable private securi¬
ties and real estate.
So we must conclude that the

attempt to tax state and municipal
financing is an attempt to end
only a hypothetical evil and that
it would bring down upon us the
desperately real danger of dis¬
rupting the delicate balance of our
federal system and the freedom
of local self-government and the
democracy which is the essence of
self-government.
I conclude with the words of

John Fiske:
"If the day ever arrives

(which God forbid) that the
people of the different parts of
our country shall allow their
local affairs to "be administered
from Washington—on that day
the progressive political charac¬
ter of the American people will
have come to an end and the

hopes that have been built upon
it for the future happiness and
prosperity of mankind will be
wrecked forever."
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PUBLIC UTILITY ST0CKS
" We maintain an active market in the stocks of {

many public utility companies and through : v;

, '
, - : the facilities of our direct private wire

' ' '

'system are especially equipped to
, » - trade in those markets where

our various offices * are •

•r 1 • • *

located.

Paine, Webber, Jackson & Curtis
ESTABLISHED 1879

| PwHic^D^ Securities
I Portland Electric Power

Portland Electric Power Company is a holding company formed
in 1906 to acquire various utilities in the State of Oregon. In 1930
Portland General Electric Company was formed to take over all its
electric subsidiaries, and Portland Traction Company to take over the
street railway and bus operations in the City of Portland. The holding
company ("Pepco") in 1934 issued $16,157,600 Collateral Trust Income
6s due 1950, secured by practically^
the entire stock of PGE and Port¬
land Traction. % However, no in¬
terest was paid on these bonds
£nd after 30% arrears had; ac¬
crued, a default was declared and
the securities were transferred to

the trustee, the Guaranty Trust
Company, in March, 1939. Shortly
thereafter, the company filed a

petition for reorganization in the
U. S. District Court at Portland;
and it was subsequently 1 an¬
nounced that the SEC had become
a party to the proceedings. > *

Reorganization negotiations have
been pending for several years,
with four principal interests—the
independent trusteees, the Guar¬
anty Trust Company as trustee
for the bondholders, the bond¬
holders committee headed by Dr.
Thatcher C. Jones of New York

.University, and - Lehman "Bros.;
and the Prior Preference stock¬
holders committee representing
local Portland interests. Proceed¬

ings were first - held before the
SEC. The Commission scrapped
several proposed plans and formu¬
lated its own along the usual
lines, giving bondholders approxi¬
mately 95% of assets and Prior
Preference stockholders about 5%
(the four other classes of pre¬
ferred stocks and the common re¬

ceiving no consideration). The
proceedings then moved to Port¬
land where Special Master Snede-
cor, appointed by Federal Judge
Fe6, has been holding hearings on
the SEC plan.
In these proceedings, it appears

that the various parties at inter¬
est have divided along sectional
lines. The independent trustees

For Dealers Only

National Gas & Electric

Corporation
Common shares sell at five times

earnings. Cash and Treasury
bonds are approximately equiva-
lent to totai and accrued liabil¬
ities.

Circular on request 4'

PETER MORGAN & CO.
31 Nassau Street New York 5, N. Y.
Tel. BA 7-5161 Tele. NY 1-2078

and the Prior Preferencce stock¬
holders committee appear to favor
a higher valuation for PEPCO's
assets than was fixed by the SEC,
while Dr. Jones of the bondhold¬

ers,committee and the Guaranty
Trust representatives favor a val¬
uation closer to the SEC level.

Naturally, the bondholders are

interested in a conservative valu¬
ation in order to support a rela¬
tively high participation in assets
for the bondholders. The stock¬
holders and their local friends, on
the other hand, seem interested in
obtaining. a higher valuation so
that they can claim a more sub¬
stantial proportion of assets for
the senior stock, in the distribu¬
tion of assets, "f "'

It is impossible to go into the
detailed figures • in ,-r this brief
analysis,, but the situation may
be summarized approximately as
follows: The bonds have a total
claim for principal and accrued
interest as a of Dec. 31, 1944 of
about $26,600,000. -The Prior Pref¬
erence stockholders, with 56,824
shares outstanding, have a total
claim for par value and accrued
dividends of about $10,456,000,
making total claims slightly in
excess of $37,000,000. The SEC
decision of Dec. 8, 1944, found a
valuation of assets approximately
the same as the Guaranty Trust's,
as follows:

Stock of PGE— —_ $21,175,000
Stock of Traction—: 4,200,000
Consolidated Elec. & Gas sees. 835,000
Interurban street railway— 800,000
Miscellaneous assets —: 465,000

$27,475,000

In the court proceedings, con¬
sideration has been given to a
factor in the valuation, not in¬
cluded in the SEC calculations—
a favorable offer from the Chase
Bank for settlement of some long¬
standing litigation over a bank
loan to Portland General Electric,
which the company has claimed
was made adversely to its inter¬
ests. The Chase has offered to
write down its claim for principal
and interest totaling almost $6,-
000,000 (less any counter claims)
to around $2,500,000 (taking about
$1,840,000 cash and some 53,500
shares of preferred stock of Con¬
solidated Electric & Gas currently
quoted about 48), and to advance
the company a new $5,500,000

Di Giorgio Fruit $3 preferred
Federal Water & Gas common

North West Utilities 1% pfd.
Wisconsin Hydro Electric 6% pfd.

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

, Direct Wire -to Chicago- - •

fmurU &
INVESTMENT BANKERS

MEMBERS NEW YORK STOCK EXCHANGE AND
, OTHER LEADING EXCHANGES

UNDERWRITERS AND DISTRIBUTORS OF
INVESTMENT SECURITIES

BROKERS OF BONDS, STOCKS, COMMODITIES
Private Wires • Home Office Atlanta • Phone LD-159

Senate Bill To Up Gold Value To $56 An Ounce;
y v Existing Gold RatiosWould Be Continued
*-Legislation to increase the price of gold from $35 to $56 an oupce

was introduced on Feb. 26, this proposal following that of the Federal
Reserve Board to reduce the gold reserve ratio to 25%. The bill in
the case of the reduction in the minimum required reserves, intro¬
duced on Feb. 12 by Senator Wagner, was referred to in our issue of
Feb. 22, page 860. , - , ,

The legislation calling for an*-
increase in the price of gold was

serial *2% loan. ' The net proceeds
of the deal would be applied to
retirement of the PGE 1st 5s due

1950, which would*-pave the way
for a refunding of the $39,565,000
1st &.Refunding 41/ks of 1960, pos¬
sibly with new 3V4S. The value
to PEPCO of the proposed PGE-
Chase deal is estimated by the
independent trustees at roughly
$5,000,000 and by Dr. Jones at
about. $2,500,000. • Hearings on
this proposal are being held cur¬

rently. „

There has been some contro¬

versy in the court hearings re¬

garding the proper valuation to be
placed on the stock of PGE, based
on that company's earnings rec¬

ord, capitalization, etc. The in¬
dependent trustees arrive at a

figure of about $29,000,000, in¬
cluding $1,000,000 for "excess
working capital"—to which they
add about $8,000,000 for the trac¬
tion company and miscellaneous
assets (the SEC allowed about
$6,000,000). .Their estimate would
apparently "cover" the total claims
of bondholders and Prior Prefer¬
ence stock, giving the bonds a

theoretical value of 165 and the

preferred stock $185. The bonds
are currently quoted at about 130
(having advanced from 15% three
years ago) and the Prior Prefer¬
ence is around 75 (up from V2
four years ago). Dr. Jones' val¬
uation would work out at about
165 for the bonds and $24.75 for
the preferred. His valuation is
based on a price earnings ratio
for PGE of about 11 (due to the
relatively low depreciation al¬
lowance, the high debt ratio, and
the lack of a firm Bonneville con¬

tract for power). .. , ,

Judge Fee's decision may prove
at variance with that of the SEC.
It seems unlikely that the trus¬
tees' maximum valuation, cover¬

ing the entire claim of the Prior
Preference stock, will be allowed
—doubtless some compromise will
be worked out. This, of course,
will result in a new ratio for divi¬
sion of assets, possibly such as
85-15 or 80-20. The case would
then doubtless be remanded to
the SEC for consideration, and an
eventual compromise between the
views of commission and court
would probably be necessary. It
is difficult, therefore, to fix any

time schedule for eventual dis-i
tribution-of- assets. v-r, ' •

sponsored by Senators McFarland,
Democrat, of Arizona, and Scrug¬
ham,-Democrat, of Nevada, it was
indicated in Associated Press ad¬

vices from Washington on Feb.
26, which further reported:

- This is the answer to the at¬

tempt on the part of the Federal
Reserve Board to reduce the gold
reserve ratio to 25%, Senator
Scrugham said. '

If the price of gold is advanced
to $56 per ounce it will permit
the same expansion of Federal
Reserve notes as decreasing the
reserve ratio to 25% and, to my

mind, in a much more7healthy
fashion.

The bill would continue exist¬

ing gold ratios required to be
maintained against Federal Re¬
serve notes in actual circulation
and Federal Reserve Bank de¬

posits by increasing the monetary
value of gold already/ held by the
Treasury or to be bought or sold
by it.
It would require an adjustment

of the gold content of the United
States dollar to correspond with a

gold value of $56 an ounce.

Senator Scrugham said the Re¬
serve Board's move "looks to me

like a deliberate attempt to start
the United States toward an ex¬

periment in a 100% managed cur¬

rency." He added:

"If the metallic- backing for
money is to be altered at all it
should be revised upward, rather
than, downward.

"I believe we have enough gold
and silver to support the amount
of money required for doing busi¬
ness, but if the Federal Reserve
experts think we need more

money, let's increase the price of
both gold and silver before we

think of starting toward the peril¬
ous path of reducing our money
to mere paper."
W. Randolph Burgess, President

of the American Bankers Asso¬

ciation, was scheduled to testify
on Feb. 28 on a bill to lower gold
reserve requirements. It was

learned, said the A. P. advices Feb.
27, that Mr. Burgess, who also is
Vice-Chairman of the Nafidnal
City Bank of N'ew York, intended
to oppose both measures and may
ask a uniform ratio of 30% and
that the Reserve Bank be required
to apply to Congress every two
years for authority to continue
operations under whatever ratio
ultimately is set. ''

ADVERTISEMENT

i NOTE—From time to time, >n this space,
, therewill appear an article which we hope
will beof interest toourfellow Americans.

, 11hi: is number seventy-eighi o/ a series

SCHENLEY DISTILL ERS f OITKUEW YORK

Trends
; These days when most of the
;whiskies available to the American
consumer are blends, that is, aged
straight whiskies blended with
American grain neutral spirits,;
quite a number of. people seem to

be confused about "grain neutral
spirits" as compared to "whiskey/*
Let's see it we can't eliminate
some of this confusion.

The definition of straight whiskey
is, in part, as follows:

"Straight whiskey is an al¬
coholic distillate from a fer. •

mented. mash of grain . . /'
The definition of grain neutral

spirits starts out exactly the same
as that of straight whiskey:

-"Grain neutral spirits lj at.
alcoholic distillate from a fer \

/ mented mash of gram . . /' ■

: So far the definitions run parallel/
But grain neutral spirits is dis¬
tilled at a considerably higher
proof than "whiskey/' it is more

highly refined—has become "neu¬
tral" in the process of its higher*
distillation^ It has been /stripped'*
of practically all of the flavor
elements natural in whiskey, which
is distilled at a Tower proof. In
other words, grain neutral spirits
is "lighter" than whiskey.
1 "G»-ain Neutral Spirits" alone,
consumed at the same proof as

your favorite whiskey, would not
be sufficiently flavorful. Neither,
would coffee, if by some process
you would extract, ? ts essential oils

; -—its flavor elements. But the ex¬

pert blender, and he is a rara avis

indeed,/ knows how to blend to¬

getheranumberofcompatible types
of aged, straight whiskies in proper
proportion and sequence, together
with grain neutral spirits, thereby
creating both a light and flavorful
blended whiskey.
/. This company, Schenley, which
produces both blended and straight
whiskies is/like any other alert
business, vitally interested in pub¬
lic preference, and, while it be¬
lieves that there will always be
some demand for straight whiskies,
particularly on the part of older
consumers, blended whiskies, in¬
stead of the heavier types, will be¬
come increasingly popular.
And it is interesting to study the

trends ir recent years in the Brit¬
ish Empire. Our British cousins
also >prefer a "light" whiskey.
Scotch, you know—is a blended
whiskey.

MARK MERIT
of Schenley Distillers Corp.

FREE —Send a postcard or letter to

Schenley Distillers Corp., 350Fifth Ave.,
N. Y. 1, N. Y. ana you will receive

■

a booklet containing reprints of earlier
articles on various subjects in thi3 series.

Meyer & Oppenheimer
With T. J. Feibleman

(Special to The Financial Chronicle)

NEW ORLEANS, LA.—Frank

Meyer and Melville Oppenheimer

have become associated with T. J.

Feibleman & Co., Cafondelet

Building, members of the New

Orleans Stock Exchange. Mr.

Meyer was formerly with Beer

& Co. and Larz E. Jone$ & Co.

Mr. Oppenheimer was with A. L.

f Sizeler & Co. * / - v ' - / :

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



THE COMMERCIAL & FINANCIAL CHRONICLE Thursday, March 1* 1945

Central Soya

E. & G. Brooke Iron

Merchants Distilling

Memos on Request

BUCKLEY BROTHERS
Members New York, Philadelphia and

■ Los Angeles Stock Excl\anges •> 7;

152ft Walnut Street, Philadelphia 2
New York Los Angeles
Pittsburgh, Pa. Hagerstown, Md.
N. Y. Telephone—WHitehall 3-7253

Private Wire System between
Philadelphia, New York and Los Angeles.

We Specialize In

PHILADELPHIA
BANK STOCKS
Corn Exch. Nat. Bk. & Tr. Co.

* " Stock & Rights '■■■

Nat'l Bk. of Germantown ,

: & Trust Co.
v - Stock & Rights J

H.N.NASH&CO.
1421 Chestnut Street, Philadelphia 2
Phila. Phone New York Phone

- Locust 1477 HAnover ?-228Q

INLAND

GAS
,1st 6Hs 25% Paid

CERSTLEY, SlINSTEIN tr CO
313 So. Broad St. Philadelphia 7, Pa.
New York Phone Bell System Tel.
WHitehall 4-2300 PHLA 591

Columbian Nat. life
Richmond Cedar Works

Bayway Terminal
Wolverine Power \

Bought — Sold — Quoted

KENNEDY AND CO.
Established ' 1923

Members Philadelphia Stock Exchange
Land Title Building

PHILADELPHIA 10, PA.

.Telephone Rittenhouse 3940
Bell System Teletype PH 380

American District $team Co.

Columbian Paper Co. -f

East Sugar Loaf v .

Penn Traffic

Tonopah Mining Co. of Nc^v.

BOUGHT — SOLD — QUOTED *

WM.W. FOGARTY 4 CO.
; Established 1919

, Lafayette Building
PHILADELPHIA 6, PA.

Lombard 6400 Teletype PH 240

Dealer Inquiries Invited
American Box Board Co.

Odd Lots & Fractions

Botany Worsted Mills pfd. & A

Empire Steel Corp. com.

Pittsburgh Railways Co.
'

: -

, . , All Issues ?

Warner Co. pfd. & com.

.Wawaset Securities

H. Mf Byilesby & Company
, PHILADELPHIA OFFICE

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

$182,000 •

CHESTER MUNIGIPALAUTHORITV
1
\ Chester, Pennsylvania I

WATER REVENUE VA% BONDS §
'

$132,000 due 12/1/72 ' :
'

; 50,000 due "12/1/73 ; f
% !; to yield 1.83%

STROUD & COMPANY
v . v Ineorporated

| 123 SO. BROAD ST., PHILADELPHIA: 9, PA. I
Bell System Teletypes PH 296 & PH 297 .

N. Y.-Phila. Private Wires REctor 2-6528 & 2-6529

Pennsylvania Bievities
Pittsburgh RaUways Special Master's Report ^

The validity of long-term leases and operating agreements bind¬
ing the 54 underlying companies of Pittsburgn Railways into an op¬
erational units is strongly upheld in the 229-page report submitted
by Special Master Watson B. Adair to the U. S. District Court for
Western Pennsylvania on Jan. 29.

The report, the compilation of which represents over two and
a half year's work; is in answer^
to the City of Pittsburgh's petition '
filed Oct. 23, 1942, praying the
Court to assume and .exercise
jurisdiction over the property of
the underliers for the purpose of
effecting a trustees' plan of re¬
organization. '
As a result of a particularly ex¬

haustive " and well documented
study, the Special Master con¬
cludes that (a) without the filing
and approval of petitions by or
against the several underliers in
the manner and form prescribed
by the Act of Congress relating to
oankruptcy, the Court does not
have jurisdiction to-2 reorganize
such underliers, (b) that the
leases - and agreements under
which the properties of the un¬
derliers are operated by Pitts¬
burgh Railways do not, as the
City claims, represent a conveyance
in fee, (c) the facts do not justify
disregarding the corporate en¬
tities of the underliers and (d)
the petition of the City of Pitts¬
burgh should be dismissed. r '

Since May 11, 1938, when
Pittsburgh Railways Co. en- •
tered receivership, no rentals
have been paid by the parent
and, in consequence, the under¬
liers have defaulted on their
own outstanding obligations.
Cash or equivalent no\y in the
hands of the trustees is reported
to be in excess of $17,000,000.

In respect to the possibility of
3 partial distribution of this cash
to the underliers on account of!
payments overdue, the Special;
Master quotes a U. S. Supreme:
Court opinion in the case of Phila¬
delphia Company v. Dipplb (1941).i
312 U. S. 168, 61 S. Ct. 539, as:
follows: ' " .:

"If, in the opinion of the offi¬
cers of the underlying compa- j
nies, a reasonable time has ex- j
pired those companies are not j
without redress. They may

*

declare' a forfeiture of the ■:
leases and abrogate the agree¬
ments for non-performance on i
the part of the trustees or, they
may apply to the District Court
to compel an election - by the
trustees to affirm or disaffirm.
In the meantime, if the situa¬
tion were such as to permit a

proper calculation of the
amount due for use and occupa¬

tion, it would be proper for
the Court to order the trustees
to pay a reasonable sum to be
trea'ted as a payment for use
and occupation in the event
that the leases and agreements

M-

CLEARANCE FACILITIES
We offer to Brokers and Security Dealers - an experi¬
enced department for handling the clearance *>f .security
transactions. *

Our facilities are of the best arid the cost is very moderate.

Inquiries Invited

THE PENNSYLVANIA COMPANY
For Insurances on Lives and Granting Annuities

■

c/ ,-:/,Vj.-15th and Chestnut Streets , , j

PHILADELPHIA ;

Member Member : •

Federal Reserve System Federal Deposit Insurance Corp. . • /

Pennsylvania Authority Revenue
Bonds

are disaffirmed, or, on account
of rent, ia the, event- they- are/
affirmed."

The above specific and authori¬
tative opinions and conclusions of
law are gall and. wormwood td
Pittsburgh City Solicitor Ann
Alpern, who is quoted as saying:

"Not until the Pittsburgh,
Railways system is treated by
the courts as a unit and reor¬
ganized as a single company can
the car riders of the city hope
to procure adequate service at
a reasonable cost. The city will
continue its fight in the district
court, the circuit court and the
supreme court if necessary."
Holders of the minority pub¬

licly outstanding underlying se¬
curity issues consider the Special
Master's • report as substantially
strengthening their claims. They
consider it likely that the district
court will accept Adair's recom¬
mendation and dismiss the City's
petition. The Philadelphia Com¬
pany, parent of Pittsburgh Rail¬
ways,. has indicated .its continued
willingness to enter into negotia¬
tions with the public holders
looking, toward a; lifting of the
receivership and an offer to pur¬
chase outstanding issues. ,* i

City of Philadelphia : ,

Annual savings of more than
$1,000,000 in debt service are an-
ticipatel by. City Controller Rob-,
ert C. White under the terms of a
proposed bond refinancing, and
redemption plan.
At present, tne City has out¬

standing $12,983,800 in /bonds
whin' - iofofeFt - from 4 to

- : (Continued on page 939)

Bankers Securities
Directors Elect
PHILADELPHIA, PA.—At. an

organization meeting of the board
of directors of the Bankers Securi¬
ties Corporation, 1315 Walnut
Street, Alfred Blasband, hereto¬
fore secretary and treasurer, was
elected vice-president and treas¬
urer, and Charles J. Green, here¬
tofore assistant secretary and as¬
sistant treasurer, was elected
secretary' and assistant treasurer.
All other officers of the Corpora¬
tion were re-elected as follows:
Albert M. Greenfield, chairman of
the board; Walter T. Grosscup,
president, and Clifford B. Hawley,
vice-president.

•A

B. Newton Barber

to their merits.

market and
■have received
an increasing-*.

: ly good recep-
tion.
In v e stment

houses, partic¬
ularly those

/dealing in mu¬
nicipal obliga¬
tions, were
quick to rec-

ogniz e the
sound invest¬
ment position
of such bonds
and have car¬

ried on a

campaign o:
e d ucatinr
ih£ir clients

Much has been

Some; of the Reasons for the Steadily Growing Investor
Interest in This Type of Obligation^

. By B. NEWTON;BARBER

Since/ the passage of the Municipal Authorities Act of 1935 by
the Pennsylvania StatevLegislaturet numerous authority bonds have

come on the<$> ———:———: •'
recent refusal of the U. S: Su¬
preme Court to review the casd
determines the matter favorably1
for the bondholders. It would, of
course, be possible to make future
issues taxable through legislation,
but it now appears that the tax->
exempt status of outstanding is-«
sues could only be altered by- con¬
stitutional amendment— an ex¬

tremely remote possibility.

Record of Performance.

Most of the bonds issued under
the Act have been for the purpose
of acquiring existing privately
owned water systems, so that we
generally have had an established
earnings history for the properties
for a number of years. Such a

record, together with an inde¬
pendent water engineer's estimate
of costs under authority operation
and all the protective provisions
that could be logically incorpo¬
rated in the indenture, provided
the basis for. the original offer-?
ings.
We now have the advantage of

actual operating > results for a
number of Authorities for periods
covering from one to five years.
In addition it is possible to make
comparisons to measure : the
soundness of the debt by the
proper relation between its size
and the revenues produced. ^
Any number of examples of

how operating results compare
with the engineer's estimates can
now be cited. For the purpose of
illustration let us take the Hazle-r
ton City Authority Water Revenue
issue. /- This Authority has, been
operating the forrqer Hazleton
Water property since April, 1943',
and below is the actual average
revenue and expense under- pri-j-
vate ownership, the engineer's es¬
timate. for Authority operation
and actual results under,the Au-*.
thority. •••••!/:/

written on the subject, including
articles which have appeared in
these columns, so thai it is no
longer necessary to deal with ele-
mentals. '
tThere have been logical buyers
wkp have turned a deaf ear tc
offerings of this type of security
fop" sound and obviously sincere
reasons. Time has, and-will con¬
tinue to supply the answers tc
such objections and these column?
present an opportunity to poinl
out some of the constructive de¬
velopments.

The Tax Status

For several years the exemptior
of. interest received on such ob¬
ligations from Federal Incorm
Taxes and Surtaxes has beer
^ouded bv the efforts of the U. S

Treasury Department to have such
income declared taxable by the
courts.;' These efforts were carried
on principally through the Port of
New York Authority "Shamberg"
test case.; ; The recent decision of
the U. S. Tax Court, which was

subsequently upheld by the U. S.
Circuit Court of Appeals, and the

;>•/"/" 5 Year Avg/
, - - Private Oper.

•,//•':/// - " „' 1 (1938-1942)
Operating revenue and other income- $355,616
Operating and general expense____'„ 122,870
M-^irt'tehance'*! '29,7^1 ■'
Taxes/ • 41,700/:
UncoUectible accounts /
Administrative expense __

Total operating costs^_>—_.$195;
Income available for debt service---- 159,
/ ;-• *Decrease*. * ;

-- The major items of. difference
between private and public own¬
ership are the taxes and deprecia¬
tion expense. The Authority is
not subject to taxes and the elimi¬
nation of depreciation is offset by
the serial maturity of the debt.
In the first 11 months and 12 days
of Authority , operation, revenues
were sufficient for interest, pay¬
ment of $22,000 of bonds that ma¬
tured and the accumulation of
$50,231.19 of reserve funds as of
December 31, 1944. This actual
showing exceeded the Engineer's
estimate and is not due to ab¬
normal conditions since Hazleton
is not what might be termed'a
war hnnm fitv Thf1 bonds of

800

816

Fiscal Year
4-19-1943

to 3-31-1944
$342,257
/* 125,328 •'

18.431/"

^^.'3,420>/
$147,651 •<-
194,606

Forecast

$324,355
i 121.250

20,000

1,489
/»,:■ 6,487 v-

$149,226
\ 175,129

Difference

„ $17,902
4,078 f

* 1,569 ■

• ♦1,017, f
♦3,057 f

>;'/• $1,575 i
:/v 19;477//

Hazleton Water Authority matur^
serially to 1983 and there is every
reason to believe that the Author¬
ity will meet its obligations punc¬
tually and probably anticipate the
longest maturities. . , : ]

The 1943 Amendment to the Au¬
thorities Act of 1935 ! ;

The acquisition of utility prop¬
erties by authorities was not sub¬
ject to the approval of the
Pennsylvania Public Utility Com¬
mission under the original act, and
the lack of public approval has
been the subject of critical com¬
ment in the past.
The Act of June 28, 1935 was

amended by the Act of May 26,
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PHILADELPHIA TRANSPORTATION 3-6s 2039

PHILADELPHIA TRANSPORTATION PREFERRED STOCK

TALON, INCORPORATED COMMON ;. .V%v;
FEDERAL WATER & GAS COMMON

LUKENS STEEL COMPANY COMMON

DELAWARE POWER & LIGHT COMPANY

PHILADELPHIA ELECTRIC COMMON

PHILADELPHIA ELECTRIC $1.00 PREFERENCE

Rambo, Keen, CLose & Kerner, Inc.
Investment Securities

1518 Locust Street, Philadelphia
Private telephone wires to New York and Baltimore

• Broker-Dealer Personnel Items
// ycu contemplate making additions to your personnel
please send in particulars to the Editor of The Financial

Chronicle for publication in this column.
(Special to The Financial Chronicle) j

BOSTON, MASS.—Herbert Ban¬
croft and David C. Hoover have
dbecome connected with Russell,
JBerg & Co., 75 Federal Street.
Mr. Bancroft was formerly with
Massachusetts Distributors, and
prior. thereto was in business for
ihimself in Hingham, Mass.

* (Special to The Financial Chronicle)

KANSAS CITY, MO.—Charles
x. Perry has been added to the
istaff of B. C. Christopher & Co.,
'.Board of Trade Building.

(Special to The Financial Chronicle)

LOS ANGELES, CALIF.—Geo.
A. Landis is with Conrad, Bruce
& Co., 530 West Sixth Street.

(Special to The Financial Chronicle)

LOS ANGELES, CALIF.—Ru¬
dolph Wihl, formerly with E. F.
Hutton & Co., has joined the staff
<>f Dean Witter & Co., 634 South
Spring Street.

(Special to The Financial Chronicle) j

ST. LOUIS, MO.— John R.
Haines has become connected with
Herrick, Waddell & Co., Inc.,
418 Locust Street. Mr. Haines was

formerly with Taussig, Day & Co.,
Inc., and Slayton & Co.

(Special to The Financial Chronicle)

SAN FRANCISCO, CALIF.—
Frederick Georgi has been added
to the staff of Davies & Mejia,
Buss Building.

(Special to The Financial Chronicle)

SAN FRANCISCO, CALIF.—
Xauren G. Hannaford is with

1943 which remedied this situation
through Section 9 (b) which reads
in part, as follows: "(b) No Au¬
thority shall acquire by any de¬
vice or means whatsoever, in¬

cluding a consolidation, merger,
purchase, or lease, or through the
purchase of stock, bonds, or other
securities, the title to or the pos¬
session or use of all or any sub¬
stantial portion of any project as
defined in this Act, which said
project is subject to the jurisdic¬
tion of the Pennsylvania Public
Utility Commission, without the
approval of the commission, evi¬
denced by its certificate of public
convenience, first had and ob¬
tained in accordance with the

procedure and investigations as
to value as outlined in section two
hundred and three of the act, ap¬
proved the twenty-eighth day of
May, one thousand nine hundred
thirty-seven (Pamphlet laws, one
thousand fifty-three), known as
the 'Public Utility Law'. The word
'acquire' as used in this paragraph
shall include only the acquisition
ofExisting facilities."
The Pennsylvania Public Utility

Commission has interpreted this
to mean that the value standard
anust represent a fair price to the
interested parties and that the
prospective earnings of the Au¬
thority must be high enough to
support the intended bond issue.
In view of this combination of

favorable developments and the
constantly widening recognition
of the facts by investors, excellent
secondary markets are now pos¬
sible and in fact are active on a

number of the outstanding issues.

Hannaford & Talbot, 519 Califor¬
nia Street.

(Special to The Financial Chronicle)

SAN FRANCISCO, CALIF.—
Dorothy M. Munro is connected
with Wulff-IIansen & Co., Russ
Building.

(Special to The Financial Chronicle)

YOUNGSTOWN, OHIO—Glenn
I. Kerr has become affiliated with
The S. T. Jackson & Co., Inc.,
Union National Bank Building.

Wm.Mullen Heads
W. H. Newbolds Dept.
PHILADELPHIA, PA.—W. H.

Newbolds Son & Co., 1517 Locust
Street, mem¬
bers New
York and
P h i ladelphia
Sto c k Ex¬

changes, an¬
no u n c e the

opening of a
Bank Stock
D epartment
under the di-
r e c t i o n of
W i 11 i a m J.

McCullen. Mr.
McCullen has
been a spe¬

cialist in Phil¬
adelphia bank
stocks for the

past 25 years.
He was asso¬

ciated with H.
William J. McCullen

N. Nash & Co. and Belzer & Co.,
and more recently was a partner
in F. J. Morrissey & Co.

Business Man's
Bookshelf

Manual of St. Louis Banks

Stocks, 1945 Edition—G. H.Walker
& Co., Broadway & Locust St.,
St. Louis, 1, Mo.—paper—copies
on request. % /; >

Railroad Retirement and Unem¬

ployment Insurance Systems,
Changes Proposed in the System
by a Bill in Congress and Reason
Why the Bill Should Not Be
Passed—Association of American

Railroads, Washington 6, D. C.—
Paper. : i r;:

Standing Room Only—Thoughts
and Comments on Bank Buildings
and Equipment—Joseph C. Wil¬
son, President of the Wilkinson
Equipment Company of Philadel¬
phia, and the Upper Darby Na¬
tional Bank of Upper Darby, Pa.
—paper. ' -;v- ■V'-.D':7-

v-.'. '*: • 1^.,' • '

Byllesby and Collings Firms
Phila. Exchange Members
PHILADELPHIA, PA.—H. M.

Bylllesby and Company, Inc.,
Stock Exchange Building, and*U.
C. Collings & Co., Fidelity-Phila¬

delphia Trust Building, have been
admitted as member corporations
of the Philadelphia Stock Ex¬

change. /

WE ANNOUNCE THE OPENING OF A

bank stock department

J, UNDER THE DIRECTION OF

William J. McCullen

W. H. Newbold's Son & Co.
ESTABLISHED 1844

Members of New York and Philadelphia Stock Exchanges
Associate Member, New York Curb Exchange

MARCH 1, 1945
1517 LOCUST STREET

PHILADELPHIA

Pennsylvania Brevities
(Continued from page 938)

41/2%. The Controller explained
that there are sufficient funds in

the sinking fund to pay off all
except $1,200,000 of these bonds,
an# that' the balance could be re¬

financed with a new serial issue
at a rate of perhaps less than 2%..
Dr. White estimated the City
would ; save $537,000 a year'
through this transaction.

The second step in the debt
reduction program provides for
the refunding of $41,016,200 of
bonds during the current year

under the Drexel-Lehman plan
adopted in 1941. Through lower
interest charges, this exchange
is estimated to save another

$468,677 annually.

ADVERTISING
In All Its Branches

Plans Prepared—Conference Invited

Albert Frank -Guenther Law
Incorporated

131 Cedar Street NewYork 6, N.Y.

Telephone COrtlandt 7' 5060
Boston Chicago Philadelphia San Francisco

of law, will, if approved by the
court, set the pattern for virtu¬
ally all holding company plans. $

The SEC has granted C. B.
Wiggins, C. B. Carter and H. J.
Belander, all of New York, per¬
mission to represent preferred
stockholders of Scranton-Spring
Brook Water Service Co. in re¬

organization proceedings.

Hillman Coal & Coke Co.,
Pittsburgh, has agreed to pur¬
chase 2,200 acres of coal lands
from Emeral Coal & Coke Co. for

$826,-400.; >

In preliminary figures subject
to final audit, Warner Company,
producers and distributors of
sand, gravel, limestone products
and central-mix concrete in the
Philadelphia area, reports 1944
profit, after depreciation and de¬
pletion and all interest and
ground rents and after provision
of $245,500 for income and excess
profits taxes, in the sum of $440,-
071. This compares with $606,844
similarly reported in 1943. Cur¬
rent operations are considered;
satisfactory in view of building
restrictions.

"V" Day in Europe Is ex¬
pected to bring a substantial
release of manpower and mate¬
rials, following which Warner
Company is prepared to expand
its activities in connection with
a large backlog of local projects.
An early statement is expected
in reference to the company's
proposed plan of recapitaliza¬
tion.

Under date of February 15,
Crescent Public Service Co.,
Philadelphia-managed utility
holding company, announces that
its plan for dissolution and dis¬
tribution of securities is being
held in abeyance by the SEC
pending a final court ruling on
the Standard Gas & Electric Co.

plan. The latter, which is held
to involve certain novel questions

Employe retirement plans,
unanimously recommended by the
respective boards of directors,
will be submitted for approval of
stockholders at annual meetings
of■ Fire Association of Philadel¬
phia, Lumbermen's Insurance Co.,
Reliance Insurance Co. and Phil¬

adelphia National Insurance Co.
on March 21.

Riegel Paper Corp., Easton, Pa.,
announces the election of Walker

Hamilton, Philadelphia, as Exec¬
utive Vice-President.

Steel production in Pittsburgh
started the week with a schedule
of 92%~ of capacity, compared
with 89.5% the previous week
and 88% a month ago. %

Donner Estates, Inc., of Phil¬
adelphia, has contracted to pur¬

chase from Engineers Public
Service Co. all of the latter's

holdings of Savannah Electric
& Power Co. for a considera¬
tion of $3,387,500. The SEC had
ordered the divestment.

Edmund J. Davis, Rambo, Keen,
Close & Kerner, returned last

Monday from his Florida honey¬

moon, is alleged to have visited
the local Blood Bank—for a with¬

drawal. •

Phila. Electric Co.
Common Stock

$1.00 Preference

Bought—Sold—Quoted

E. H. Rollins & Sons
Incorporated

Pennypacker 0100

1528 Walnut St., Philadelphia 2
New York Boston Chicago

San Francisco

DIRECT PRIVATE WIRE*

• NEW YORK CITY

\ :r.v. ,! ■

Reed, Lear & Co.
Members Pittsburgh Stock Exchange

Branch Offices:

Meadville, Pa.
Washington, Pa • PITTSBURGH

$100,000

City of

Philadelphia
3%% Bonds
January 1, 1975/62

Price: 125.102 & Interest

To Net 1.55%

Moncure Biddle & Co.
, PHILADELPHIA

Phila. Real Estate
Securities

Phila. Transportation Co.
*

all issues

Samuel K. Phillips & Co.
Members Philadelphia Stock Exchange

Packard Bldg., Philadelphia 2
Teletype N. Y. Phone
PH 375 REctor 2-0037

Missouri

Public Service Corp.
Common

Atlas Plywood Corp.
Convertible Preferred

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

Private Phone to N. Y. C. ■$*

COrtlandt 7-1202

i

Pennsylvania
and New Jersey
Municipal Bonds

Dolphin & Co.\
Fidelity Philadelphia Trust Building

PHILADELPHIA 9

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

Bell System Teletype—-PH 29^

Complete Investment &
and 1

Brokerage Services)
■ ■ \ £

■

... \

Rakestraw,Betz&Co.
Members 1

New York Stock Exchange \
Philadelphia Stock Exchangej

123 S.Broad St.,Philadelphia 9

PhiladelphiaTelephone kingslcy 3311
NewYork Telephone Hanover ^-2280
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Chicago
Railways Co.
Cons. "A" 5s, 1927

> Robert Gair

Co. Inc.
r. Income 6% Notes, 1972

•

5".

'■1*! 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, III.

MORRIS & ESSEX
RAILROAD
1st 3Ks, 2000

Coupon & Registered
, *■' ~ * m"'"- *'<*

Bought—Sold—Quoted

tOXONNELL & JANARELI
120 Broadway, New York 5
Telephone Teletype

REctor 2-7640 NY 1-28G0

cKellarWith Nat'i
ecuriSies & Research

orp.Goasf Branch
Douglas Laird, Vice-President
f National Securities & Research
orporation, 120 Broadway, New
ork City, announces the addition
f Mr. Daniel H. McKellar to the
acific Coast wholesale distribut-
ng organization. -

Mr. McKellar will make his
eadquarters in the Los Angeles
ffice, 634 South Spring Street.
re started in the securities busi-
ess in 1919 in the bond depart-
ent of the Security First Na-
ionall Bank and since then has
ad wide experience- in- all
ranches of the business. Among
is past connections were the Pa-
ific Company of California, Blyth

Co., Transamerica Company
nd as partner of Welch-McKel-
ar. Mr. McKellar comes back to

is hosl of friends,.in .Spring
treet after two years in war

ork.

New York,

Susquehanna &
Western Terminal

5s, 1943

Adams& Peck
63 Wall Street, New York 5

BOwling Green 9-8120 Tele. NY 1-724
Boston , Philadelphia Hartford

Seaboard Railway Company •

When Issued Securities

1 50-year 1st 4s , t , >

'• '
70-year Income 4Vis " i ' ; ;i;

Preferred Stock Common Stock j

pflugfelder, bampt0n & rust
- Members New York Stock Exchange *

61 Broadway ' New York 6
Telephone—Dlgby 4-4933 Bell Teletype—NY 1-310

History and Forecast of Rail Credit
(Continued from first page)

market value of all the corporate
bonds listed on the New York
Stock Exchange was about $14,-
100,000,000. Of that amount the
railroad bonds represented a mar¬
ket value of about $8,100,000,000,
which is about 57%. '
Public utility - operating com¬

pany bonds represented about
$2,700,000,000, telephone securities
about $1,000,000,000, and the bal¬
ance were miscellaneous; so that
by far the greatest amount of cor¬
porate bonds available to the fi¬
duciaries and investors of this
country are railroad bonds.
Until 1931, we had outstanding

about $10,500,000,000 railroad
aonds, and in the great majority,
these bonds were owned by
fiduciaries, savings banks, insur¬
ance companies and trust funds,
t was rare that an individual was
asked to buy a railroad bond, be¬
cause the bonds traded in blocks
of $100,000, $200,000 or $500,000,
somewhat the way utilities do
now, and they were sold to insti-
utions throughout the United
States. As a result, it was unusual
for an individual to own any rail¬
road bonds.

In: retrospect, almost 100% of
us railroad bond men in the days,
1920 to 1930, didn't know much
about railroad credit. We were

students of maturities and yields;
f youv knew thematurity and the
yield, you were a railroad expert,
in those days.

There is hardly a defaulted
bond in existence today, with a

coupon of 4V2% or 5%, that did
not sell at a higher dollar price
nan Norfolk & Western 4s of '96;!
and likewise Rock Island 4s of '88,
sold at Exactly the same yield as
Norfolk & Western 4s of '96, al-
lough even in that period the
coverage on Rock Island was
about 1.30, and the corresponding
coverage on Norfolk & Western
was about six times.

Looking 'back, therefore, we
didn't know much about railroad
credit; all we knew was maturi¬
ties and yields, and that generally
s the way the institutions bought
bonds.

In the depression which came
along in '31, '32 and '33, the rail^
roads were hit twice as hard as

most industries, because during
be period 1920 to 1932, the truck¬
ing industry came into being. It
was then unregulated, and al-
bough the trucks took a consid¬
erable amount of business, the
major effect of the unregulated
trucks was the lowering of rail¬
road rates, unnoticed to some ex¬
tent while the industrial activity

was high, but thereby creating a
double depression for the rail¬
roads in the Thirties;; operating
under rates reduced because of
the development of the trucking
industry, and also1 operating in
a great depression.
As a result, our one buyer, the

institutions, in 1932 stopped buy¬
ing. Now you know that prices
are made by buyers and sellers,
and whether it was railroad bonds
or sugar or coffee or municipal
bonds, if your one buyer had
stopped buying, it would be bad
enough. You had a frozen situa¬
tion.

I can remember, late in 1930 for
example, Mobile & Ohio 4%s of
1977 selling at 98. Suddenly you
couldn't get a fiduciary buyer for
railroad bonds. These bonds in
1931 sold on the New York Stock

Exchange at 8. In other words,
the declines were caused two

ways, first by the buyer leaving
the market and then, as you all
know, over the last 13 years-
1944 was the first exception, these
institutions have been sellers on

balance of railroad securities.

As a result, the low prices to
which railroad securities went did
not indicate their value, they in¬
dicated a mechanical situation in
the relationships of buyers and
sellers. . j» v .•

In the first place,Wall Street was
not then and is not now geared
to sell defaulted bonds to the pub¬
lic. Rare is the occasion when
you see a discount bond offered
to the public by the syndicate
houses, as'"Wfr have them organ¬
ised now. As a result, Wabash re¬

funding 5s of 1980, which came
out in 1930 at 100 Vz and were
sold to the institutions in 1932,
sold on the New York Stock Ex-f
change at 2%, a decline of close
to one thousand dollars per bond;
; Why? Certainly not because the
value had changed that ' much,
where a bond could be worth one
thousand dollars one year and
$27.50 the next year. It was only
because of the mechanics of buy¬
ing and selling. The buyer quit
the market and became a seller.
There was no buyer at any price
until they went down to"where
people called them "rank Specu¬
lations," and then we had to go
out and get the "rank specula-f
tors," the individuals in the
United States, to buy these bonds
at $27.50, which the institutions
bought two years previously at
one thousand dollars, and it wasn't
easy. Therefore, when you look
up the low prices to which rail-:
road securities fell, it may or may

KEYES FIBRE

Class A and Common

1. h. rothchild & co.
Member of National Association

of Securities Dealers, I tc. *

• specialists in rails 1.
52 wall street n. y. e. 5
HAnover 2-9072 tele.NT 1-1293

SEABOARD RAILWAY COMPANY
(when issued)

Complete arbitrage proposition on request „

When issued profits discounted

SUTRO BROS. & CO.
Members New York Stock Exchange

120 BROADWAY, NEW YORK 5, N. Y.

,V . . Telephone REctor 2-7340

not indicate the value of that se¬

curity now or then, because, in
my opinion, those tremendously
low prices of railroad, securities
were due to this mechanical situ¬
ation of lacking buyers.

As a result of the depression
and the lower rates, some rail¬
roads became bankrupt, some of
the roads became border-line, but
nevertheless a great many of them
retained their credit.

Today another cycle is about to
be completed, because with the
exception of the obligations of the
defaulted railroads, or those in
bankruptcy, almost 80% of all the
fixed interest-bearing bonds of
the American railroads are now

selling at the call price, or on a
3V4% basis. The cycle has almost
been completed in bonds, as I
will explain to you in detail.
We have a tremendous amount

of confusion about railroad bonds,
because there are. 137 Class I rail¬
roads and there are about 35 ter¬
minal companies, but let us elim¬
inate a bit to see if we can visual¬
ize the problem a little clearer.
Although we have 137 Class I

railroads, 'six railroads in this
country do about 40% of the busi¬
ness — the Pennsylvania, New
York Central, Southern Pacific,"
Baltimore & Ohio, Atchison, and
Union Pacific. Those are youi six
major railroads in the United
States, and year in and year out
they do about 40% of the business.
Ndw I add to this group a few

morel I take the railroads whose
average gross in normal times is
more than $25,000,000, and I have
41 railroads that do about 88%
of the railroad business.

' Fourteen of those 41 retained
their credit, and y by retaining
their credit, I mean they are. rail¬
roads which were never in any

danger of bankruptcy or receiver¬
ship, and those railroads, in order
of gross, are the Pennsylvania;
the Atchison, the Union Pacific,
Chesapeake & Ohio, Great North-*
ern, Norfolk & Western, Louis¬
ville & Nashville, Chicago, Bur-*

lington & Quincy, the Reading,
the Duluth and Iron Range, Texas
Pacific, Pittsburgh & Lake Erie,
the Elgin, and the Virginian; 14
railroads out of the 41, and those
14 railroads do 36% of the busi¬
ness*

"

.171*

So when you hear the generali¬
zation . made that all railroad

credit was endangered, it was not
true. Never for one month or one

day was the credit of any one of
those 14 railroads in any diffi¬
culty whatsoever. In some cases

they have paid dividends each
and every year.

These 14 railroads carried fixed

charges, at their height, of $158,-
000,000, and although most of the
publicity has been on the border¬
lines reducing their debt, as a
matter of fact these 14 railroads
which enjoyed good credit have
reduced their over-all fixed
charges, percentagewise,more than
the border-line railroads.

At the present time they carry
fixed charges of $118,000,000,
against a high of $158,000,000. At
the fixed charges of $158,000,000
they had to save 8.10 to pay their
fixed charges (based on 1941 gross),
and they were able to pay this
8.10 out of each dollar and retain
their credit. Right now, under
their reduced charges, and I am

using the 1941 gross as a normal
gross, they have to earn 6.6£ to
pay their fixed charges.
Now obviously the problem of

the next group, the 13 border-line
railroads, is to reduce their
fixed charges at least down to
where they only have to earn
about eight cents, because at that
level, even going back to the
worst days of the last 13 years,
they should be able to retain their
credit. ' ' '* s < - • - .VV*
These 13 borderline ' rail*

roads, in order of their gross, are
the New Yofk Central, Southern
Pacific, Illinois Central, Southern
Railroad, Northern Pacific, At¬
lantic -Coast Line, - Delaware,
Lackawanna & Western, "Nickel
Plate," Boston and Maine, Lehigh
Valley, Pere Marquette, Missouri,

attractive bond

kentucky & indiana terminal rr.
1st Mtge. Sterling 4V2S 1961

. V.v Guaranteed jointly and severally "by So. Ry.,
B. & O. and Chic. Ind. & Louisville t:; i

Current yield better than 5%
Details on request

lini ? $).
GUARANTEED RAILROAD STOCKS-BONDS
"

; c Cr
INCORPORATED

55 Broadway ' ., New York 6, N. Y»

Lehigh Valley Railroad
General Consol. 4s-4%s-5s, 2003

. Circular Upon Request
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Members New York Stock Exchange
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Kansas & Texas and Delaware &
Hudson.

, Y
;; I label them "border-line" be¬
cause they were, in my opinion,
all border-line at some time in
the depression. With one or two
exceptions, they are now in the
good credit - class. These 13
border-line railroads doing about
28 V2% of the business in Amer¬

ica, formerly carried fixed charges
of $190,000,000. They escaped
bankruptcy • in : most cases by
RFC loans, by bank loans and by
loans from subsidiaries.
In the last five - years they

reduced their fixed charges to
$148,000,000, so that previously
while they had. to earn, 13 cents
out of each dollar to pay their
fixed charges, they now have to
earn 9.7c. They '■ are still not
down to the level of .the good
credit railroads. 7///7,
The other 14 railroads in this

group Of 41 went into bankruptcy
and, in order of gross,} they are
the B. & O., the Missouri Pacific
System, the St. Paul, Chicago &
North Western,; the New Haven,
the Erie,. the Rock Island, the
Seaboard, the 'Frisco, the Wa¬
bash, Central New York, the Den¬
ver, the "Cotton Belt" and the
Western Pacific. > y'-.
These 14 major railroads which

are in bankruptcy, or which were
in bankruptcy and have been re¬

organized, carried fixed charges
of $175,000,000, so that they
needed to pay out -15 cents of
their gross for fixed charges and
couldn't do it when the combina¬
tion of lower rates and depression
came together, and that put these
railroads into bankruptcy.
Under the ICC system of re¬

organization, these fixed charges
of $175,000,000 are reduced, or
will be reduced at the completion
of the reorganizations, to $54,-
000,000, so that whereas they
formerly had to earn 15 cents to
pay their fixed charges, they now
have to earn four cents out of
each dollar, so they are now in
twice as good protection so far as
fixed charges are concerned than
the good credit railroads were

during the depression.
'j ' *„ * " * , ' „ / 1

"There are about $8,900,000,000
par value railroad bonds on the
New York Stock Exchange and
they represent practically all of
the railroad bonds except equip¬
ments. This compares with, about
$10,500,000,000 available as of
1930. This is a reduction of about

$1,600,000,000; over the last few
years.////'7 //7/C7/7/7 7/
7/Now, out of this $8,900,000,000
these 41 railroads represent $7,-
600,000,000. The terminal rail¬
roads represent about $400,000,000.
The reorganized income bonds
represent about $450,000,000; the
reorganized first mortgage bonds
represent about $284,000,000 and
the obligations of small railroads,
such as the K. S. U., the Maine
Central and the Bangor & Aroos¬
took, represent the balance, about
$173,000,000. - . .. '
!We have had already a loss in
fixed interest-bearing bonds, that
is a decrease in actual amount,
of $1,600,000,000, The bond obli¬
gations on NYSE of railroads
how in bankruptcy represent
$2,700,000,000 par value. So,
looking to the investment in fixed
interest-bearing railroad bonds of
solvent companies,: whereas you
had a choice of $10,500,000,000,
your choice has been reduced by
$1,600,000,000 through reductions,
and by $2,700,000,000 because in¬
stitutions cannot buy, generally
speaking, the obligations of rail¬
roads in bankruptcy. ,

-If you assume that institutions
will not or cannot buy the income
bonds, we have a further elim¬
ination of $427,000,000, so that the
actual amount of fixed interest-

bearing bonds on the New-York
Stock Exchange today is $5,700.-
000,000, a decrease of about 45%
in the amount of railroad bonds
available for investment.
.5 Now taking the three groups

hgain, lhe; obligations of the 41
represent about $7,600,000,000 out
of $8,900,000,000 par value.

First taking the 14 good credit
railroads, these railroads have
obligations on. the exchange, of
$2,100,000,000 par value. There
isn't a single bond-on the Ex¬
change of that $2,100,000,000 that
is not selling at the call price or
on a 314% basis, not a single one
out of that $2,100,000,000. There¬
fore their credit, representing
these railroads that maintained
their credit throughout the de¬
pression, is now generally speak¬
ing , as good as industrial bond
credit or public, utility bond credit,
i Furthermore, about 58% of this
$2,100,000,000 is callable or due
within the next two and one-half

years, and in my opinion will be
refunded. In other words, in the
hext 18 months I believe these
14 gockl credit railroads can re¬

fund every . callable bond they
have, with a lower coupon bond,
the same as the utilities are do¬

ing, and don't forget: because the
Burlington,' for example, refunded
at 33/4, and accomplished one stepj
they can't do it again with 234, to
accomplish the; second -step, the
same as the utilities have done,

j The $2,1.00,000,000 obligations of
the 13 "border-line" railroads; of
that total, $1,500,000,000 is sell¬
ing at the call, price, or .-on a-31/4 %
basis, so out of the fixed interest-
bearing bonds available at a dis¬
count, there remains out of * this

$7,600,000,000, excluding the obli¬
gations of the defaulted railroads,
$1,200,000,000, and of that all but
$197,000,000 are selling above 80.
The great majority is selling
above 90.

So excluding the defaults, there
are only $197,000,000 railroad
bonds, fixed interest-bearing rail¬
road bonds on the Exchange, sell¬
ing now below 80. In my opinion,
within the next six months, 90%
of this balance of bonds at a dis¬
count, will sell at a premium. >

Of those 13 railroads, only 18
months ago, hardly a single bond
sold at a premium; out of this tre¬
mendous ~ total of $2,700,000,000
hardly a single bond was selling
at par. Today, as I have just said,
over $1,500,000,000 is selling at
the call price, or on a 334% basis.
As ,you see, most of; the financial
problems among the "border¬
lines" have been completely cured.

'•] You saw only day before yes¬
terday the Pere Marquette, whose
bonds sold at 20 and 30-point dis¬
counts only two years ago, and
10 and 12-point, discounts only a
year ago, sell 3% to the public at
a premium. That solves that prob¬
lem, so far as bonds are concerned.

I Likewise,' >w i t h the' Nickel
Plate. Did price indicate, any¬
thing? / In predictings things,. I
cannot prove the future and
neither can you, but I have little
patience with people who prove
facts to me and tell me Nickel
Plate notes sold at $10. I say they
Ulso sold at $1,000. Those are just
facts, information. Information is
not judgment. I want to know
whether they were too high when
they were originally sold at $1,000,
or too low when they sold at $10.
The Nickel" Plate has now

solved its bond problem, they are
all selling at a 3y2% basis.
The Boston & Maine fixed in¬

terest-bearing bonds, — there are
no bonds at a discount, they are
all - selling above par. ' The Dela¬
ware & Hudson, all the bonds of
the system are selling above par.
In the New York Central Sys¬

tem, we still have bonds at a dis¬
count. Some bonds of the South¬
ern Pacific are selling at a dis¬
count; Only one direct obligation
bond of the Southern Railway is
at a discount, and that is only a
point from par, Southern'Railway
4's.. • -77' " ; 1 -V' ,v
/ Northern Pacific—we still have
the 3's selling at a substantial dis¬
count, but the refunding bonds in
my opinion will sell at the call
price within a few . months, and
you will nrobably be buying S^'s
of the Northern Pacific to re¬

place 6's,. 4V2's and 5's. h
The Illinois Central is the third

large- system where you can still
■buy bonds at a discount, so. our

problems among the large rail-
roads are New York Central,
Southern Pacific, and Illinois
Central. In my opinion you- will
be buying Southern Pacific 3y4's
some day to refund their 4V2%
debentures, and the 5's, all of
which are callable.
With Illinois Central, fortu¬

nately about half their debt is call¬
able, and the balance of .their
debt is. due '51 to. '55. Their prob¬
lem and .the Southern Pacific
problem—you all hear about the
Southern Pacific's maturity prob¬
lem, and the Illinois Central's ma¬

turity problem. That is npt the
problem. The problem is .their
credit. If you have credit, ma¬
turities are not a problem. •

j Now how can they restore their
credit? Simply by getting the re¬
funding bonds up to the call price,
in the case of Southern Pacific,
and1 Illinois Central, and then
their credit is restored, and you
Will buy 3Y4's. from them. ' That
will restore, their credit long be¬
fore the Central Pacific 4's are due
in '49, and long. before any of the
Illinois Central debt is due in 1950
and '51. - • V

. ' ■' j <
! If this callable debt of the bor¬
der-lines is refunded at 3^4%,
their fixed charges will be down
from - a -.high of; $190,000,900- to
$126,000,f)6pj "iwhere they will
need 80 out ; of each dollar of
gross to pay their fixed charges,
Which puts them on a par with
the good railroads which retained
their credit through the worst
period we will probably ever see,
at least if we go back to that
period with our present debt and
our present budgets, that we will
have a lot more to worry about
besides railroad credit.
Now so far as bonds are con¬

cerned, to you as investors and
bankers and trustees, I obviously
believe in the future of railroad
credit. I think we are bank¬
ruptcy-proof, through these:
No. 1. Reorganizations.
No. 2. Good credit - reducing

fixed charges, and V the border¬
lines.: restoring their credit by
some method.

j. In these 41 railroads there are
a few problems still to be solved,
like Lehigh Valley and D» L. &
W., but they are being solved. I
think / we are I definitely bank¬
ruptcy-proof, and if we have re¬

moved the danger of bankruptcy,
there is no reason why railroad
credit shouldn't be as good as in¬
dustrial credit and go up and
downwith industrial credit, which
means you go up and down with/
this country/:/;
7 I don't know what is going to
happen three or four years from
now, but I can conclude that if I
have a bankruptcy-proof industry
in the form of their securities,
that I can prove to you that when
Detroit has good business so do
Jhe railroads, and when you have
poor business, the railroads are

right there with you.. When Gen¬
eral Motors has good business, so
do the railroads, and vice versa.

Despite all the inroads / that
have -been- made, -including - the
Great Lakes traffic with the rail¬

roads, because most of the Great
Lakes business is rail-water, the
railroads will still do almost 87%
of all the ton-miles carried in
this country, which is an awful
lot of business. _ „; ^.->4

Going now to the bankruptcy
railroads, I mentioned them. Four
large ones have completed their
reorganization, the Chicago North¬
western, the Erie, Western Pacific
and the Wabash. Two more will
be completely reorganized, in my

opinion, this year, the Seaboard
and the B. & O.

Next year, in my- opinion, the
St. Paul and the Denver will be

completed, and, dependent upon
the passage or non-passage of the
so-called Hobbs Bill, will depend
the progress of the Rock Island,
the Missouri Pacific, the New
Haven, Frisco, Central New Jer¬
sey, and Cotton Belt, which is the
total of thai- group of '14 rail¬
roads- in- bankruptcy^ or which
have been. !
4
There, again, the. mechanical

relationship of buyer and seller
is so well illustrated.
Four years ago I talked in

Cleveland. and tried to convince
the audience there that Wabash
first mortgage bonds in the form
of the old security, 5s of 1939 at
30, represented deflated value,
because of only a mechanical sit¬
uation in the market. Do you
realize that if all the institutions
of this country, in March, 1931,
agreed not to sell any railroad
bonds they would never have
gone down to those extreme
levels? You can't put a market
down by -wishing-it down. • You
put it down by selling, selling,
selling, and if you can't find buy¬
ers, it will go right to 1. It
did in a lot of cases in railroad
bonds.- ■/>.. *-//, - • ////;■ vV^
r Then you wait a few years; you
take the railroad. out of bank¬

ruptcylike they did the Wabash,
the 5% bonds, which .1 recom¬
mended at 30, including the back
interest of five years, were worth
130 as 4s. • ~ - ■ •

i VNow ' those same • bonds are

selling at par or above as 3V4S.
The cycle is now complete in Wa¬
bash. They were with the insti¬
tutions, they were sold out of the
institutions. They have now got
their, hew dress on and they are
back with the institutions. Insti¬
tutions not being able to hold
them, apparently, being forced to
sell them willingly or unwillingly
by bank examiners and other

regulations; enabled individuals
for the first time in history to
buy railroad bonds, because in¬

stitutions generally speaking can¬
not buy "defaults," and over the
course of the last four or five
years individuals have done all
right by holding defaulted bonds
while they changed the dress and
made them new, witness Erie*
Chicago & Northwestern, Wabash;
A tremendous mechanical profit;
representing at times two, three;
four, five or 600%, was set up
while they changed the situation
from an "insolvent" to a. "sol¬
vent." . • 7. ■ s-

Take B. & O. first mortgage
bonds today at par, the refund
mortgage bonds at 76, the income
bonds at 64, preferred at 27 and
the common at 14 Vz, why? It is
under a temporary cloud of bank¬
ruptcy, under the Chandler Act.
Now is the time to purchase
B. & O. securities, not to wait
until they are high priced. It is
the fourth largest railroad. It is
reducing its fixed charges about
50% from the high point and the
most obvious thing that the hiar^
ket has completely overlooked, in
my opinion, Js that as part of this
plan practically all of the $571,-;
000,000 of debt is callable. Figure
it out for yourself. . 7 ; /
• Their average coupon is about
434%7 Reduce that to 3% by
subsequent refunding. It is the
same thing as buying one-third
of the debt in the»open market
and cancelling them. * /
It is somewhat to us today aca¬

demic whether Northern Pacific

3s, due Jan. 1, 2047, are paid then
or not, or Elmira and Williams-

continued on page 942)
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>rt 5s at their due date of Oct. 1,1 share. It never happened yet, and
|61. Did you know we had one it never will.
Jat long? The interest charges
re the important thing.
^As far as institutions are con-

jrned, if I were an institutional
[an, I would certainly see if I
>uld exchange my callable rail-
lad bonds for non-callable bonds;
id I think that we are going to
xy Illinois Central, Southern Pa-
Ific and the New York Central
14s over the next two years; so,
jhy not buy 5s and 4V2S at to-
ly's discounts.

[Now, oh the defaulted bonds,
[e situation obviously is not as
Icrative as it was three or four
?ars ago, but in my opinion in
tuations like the B. & O., the
L. & W., the Lehigh, the Sea-

>ard and St. Paul at the present
le, there are vehicles in there
which you can more than

>uble your money as an indi-
idual simply by buying value at
discount.

[When you use, the word "cheap,"
m say it is cheap relative to
>metliing. Relative to what?
imething else. "Defaults", are
lore than that. They are cheap
?cause of a routine mechanical
tuation where you cannot sell
iese securities under the cloud
bankruptcy to the greatest re-

>sitories of wealth in the world,
le institutions in this country,
fhey can't buy them. As soon as
ley can, they become high
frade and they are refunded.
rou can see for yourselves what
h happening, because the tremen¬
dous amount of money in this
>untry available for investment
nil not permit railroads to sell
>n a 5% basis and everything
ilse on a 2%% basis. V

i\Now, so far as railroad stocks
jire concerned, it is a little bit
Inore difficult to explain that.
Somebody said, "You have been
fight on bonds," now why do
}ou pick on stocks?" For this
Reason, stocks went down with
le bonds. Why is it wrong for
flocks to go up with the bonds?
"Nickel Plate" bonds sold at 12,

(he stock sold at 1. The bonds
ire now selling at 1071/2. They
rnve been refunded as 334s.' The
itock is at 38 and they say,

Look how high TSTickel Plate'
s, because it sold at a dollar."
Sut they fail to say it sold above
>ar for many years. Nobody tells
?ou that. They say it is up from
dollar. All it is doing is i'ol-
>wing the bonds.
I admit from these levels on,

[aturally you have to look for¬
ward to dividends to increase the
rice to 60, 70 or 80, which I think
rill he done in most of these
>rder-line cases when they are
>le to put themselves on a sub-
fantial and' consistent dividend
isis. In each case, however, the
>cks will follow the bonds,

'ake 3V2's, years ago, Delaware
Hudson bonds at 51, the stock
a share. The bonds went to

py they are selling at 105, and
stock went to 40. The man-

lement in the meantime had re-

|ed sufficient debt to comply
fth the plan. The stock is now
a $4 annual basis and I think

fis selling around 48 or 50. That
the pattern. Bonds are not go-

jg to go from 50 to par and the
lock stay at $10 a share or $20 a

You can see the model. You can

trade the railroad stock market
by following bond prices. Take
for instance two years ago, when
Southern Pacific bonds were at
50, and the stock at 31, it was like
bucking your head against a stone
wall. After all, you can't get the
stock ahead of the bonds, not
when the bonds are selling at 50%
discount.
; Now they think Southern Pa¬
cific has gone up an awful lot be¬
cause the bonds are at 95 and the
stock has gone up about $10 since
then. It has followed more slowly
than some of the others, but it def¬
initely will follow. I think it will
be the same with the B. & O. To¬

day the income bonds of B. & O.
are at 64. I think they will sell
at 95 when most of the debts have
been refunded, and you will not
buy B. & O. common at $14 or $15
a share or preferred at $28 or $29
at that time. The pattern is there,
and I think will be followed in all
these situations as they work out
their restoration of credit.

• 4 "■ & ❖ ih

Just a few words about the
railroad industry.
We talk about competition. We

have had competition for the last
20 years;' All that' competition is
now regulated. I have no patience
with the railroads saying - that
trucks don't pay their way. I
think the trucks do. I believe the
railroads can compete success¬

fully.
I have no patience with people

who say we are not going to build
more highways. We are going to
build more highways. The rail¬
roads will have to find a way of
competing with them. It will re¬
quire able management but it can
be found. That is a problem of
management, how to compete.
Our competition is now regu¬

lated. Let managers figure a way
of competing.
With the air lines, it is a little

bit different, because we sub¬
sidize an air line in the country
in the form of air ports. We have
got an airport in New York, called
LaGuardia, that cost about $50,-;
000,000, and they are building an¬
other one-that will cost $100,-!
000,000 more, and the air lines
pay very little, if anything, either'
for amortization or interest, yet
the New York Central has Grand \
Central Station, that is assessed
at $93,000,000, and the N'ew York?
Central has to pay full taxes on

it, as well as amortization and in¬
terest. k

Naturally, if they are going to
subsidize the air industry forever,
it will be real competition.
Now as to wages, we have a?

high wage scale now relative to-
industry generally. Going ,back"
into the history of the thing,-we.
were always under industry gen¬
erally , therefore the most vulner-'
able, but now we are on a par
with industry generally, and in
most cases above.
I feel that rates will, generally

speaking, follow prices of mate¬
rials and wages*, - , »
So on this questiori of wages,

I think it is relative with industry'
generally.
I think one of the greatest

things that has occurred in rail¬

roads is the fact that management
to a considerable degree realize
.that they now have to sell what
they have to offer. They are a
service industry and they have to
sell service. The days of monopoly
are over with. V:f"
The railroads have to sell their

service. They have to sell superior
service, and I think they are be¬
ginning to realize they have to.
Perhaps in retrospect, this com¬

petition was good for them.
You already have had improve¬

ment in the form of central traffic
control-, lighter cars, Diesels and
so forth. In my opinion the sur¬
face -is hardly scratched for fur¬
ther improvement.
I As far as post-war is concerned,
looking at it selfishly, we have no
reconversion problem. We haven't
got to rebuild the plant. We have
to rebuild a lot of equipment, par¬
ticularly passenger equipment.
• The Pennsylvania borrowed
money the other day at 1.97% for
15-year paper, and as5 you all
know, most all equipment maturi¬
ties and fixed charges are paid
from the - depreciation account;
iThe railroads, I believe,- can do all
the financing they want in the
form of equipment bonds. It is
my fervent hope we will never
again see any railroad bonds
With fixed interest issued to fi¬
nance railroad fixed plant. I think
it is wrong. I think fixed interestr
bearing railroad bonds have been
fcold because institutions wanted
fixed interest-bearing bonds, not
because fixed interest-bearing
fail road bonds were good for the
railroad...
! I think if we can, if we once

again have: to ,explain -our fixed
plant as distinct from the; equip¬
ment, I hope we use income bonds,
preferred or common. I don't
know that we will do it, but I
fervently hope so.

My chief competition, as I have
said before, in recommending rail¬
road securities, is that the indus¬
trials are better*' They are • all
fight after the war, railroads'are
ho good. ; •'
Now taking the stocks in the

Dow-Jones averages^ and going
back again, saying industrials are
good after the war,' rails are no

good, and assuming with me we
have removed the danger of bank¬
ruptcy—just assume it, if you
don't believe it, I believe it—but
just assume it for the sake of the
argument, where are you safe?
> Do you remember the quick
depression we had in 1937 and
1938? Let's see how safe you

were in industrial stocks. Allied
Chemical, 258, five months later
124; American Can, 121 to 70—
I am reading the 30 stocks in the
Dow-Jones averages— American
Smelting, 55 to 28; American
Telephone, 187 to 111; American
Tobacco, 99 to 58; Bethlehem
Steel, from 105 to 39; Chrysler,
135 to 35; Corn Products, 71 to 53.
In other words, pick out the one
you are gbing to invest in now
so - you are, safe. Dupont, . 180
down to 90; Eastman, 198 to 121;
General Electric, 64 to 27; Gen¬
eral Foods, 44 to 22; General
Motors, 78 to 25; Goodyear, 47 to
15; Harvester, from 120 to 48;
Nickel from <• 73 to 36; Manville,
from 155 to 58; Loew's, from 88
to 33; National Steel, 35 "to 17,
and on and on. That is the last
depression we had. What es¬
caped? What escaped, -; using
those 30 stocks as being .fairly
representative investments that
you can make in industrials?
Nothing did. '' ;■ ,,

f To emphasize once again, I
have - always-' been - discount-
minded and value-minded, i What
the crowd wants has never put
the stamp of quality on it for me.
Simply because a thing is high-
priced doesn't make it high-
grade. Unfortunately, . .that 4 is
how a great deal of thinking is
done in this country; if it is high-
priced, in bonds, it is high-grade.
That is not necessarily so and,
likewise, low prices to me aremot
necessarily low-grade,
All railroad bonds were high-

Tax Speciilatioiikl-lllii
and Stop Progress

(Continued from first page)
conditions accompanied by a rela¬
tive shortage of goods, Mr. Eccles
would not orily continue j^rice
controls and matcHals^iljhseanons
in the period but would levy "an
excess profits *tax on speculative
gains aimed to eliminate the spec¬
ulation."

The Basic Fallacy

Now what are the fallacies of
this seemingly novel, drastic and
impractical proposal? -

•j: In the first place, it is based
on the erroneous assumption that
speculation produces 4 inflation.
Nothing can be farther from the
truth. Speculation is the accom¬

paniment and the result of infla¬
tion. ' One does not buy to sell
again at a future date when prices
are falling. To do so would mean
that. he wishes ' to incur losses.

Any simple-minded boy should
know this, and it needs no eco¬
nomic textbooks to point it out
to him. It is only, when a trader,
fee he manufacturer, merchant or
ferofessiqnal specuiator sees prices
on an upward trend and believes
this trend will*continue for a time

(whether short or long) that he is
willing ; and anxious; to convert
inoney into other property for re¬
sale with a view to profit from
the transaction. This is axiomatic
m human nature. Yet, throughout
Centuries, legislators and social
reformers have acted on the be¬
lief that" wild; periods of specula¬
tion have raised the level of prices
and have caused the evils result¬

ing from the cycle of booms and
depressions which have oppressed
modernsbciety. - . -

j Lord Macauley, in introducing
his account of the violent- wave
of speculat ion which swept
through England at the end of the
Seventeenth Century, gives a clear
picture of the conditions which
produce this condition. ; He says:
1 "During ;the intervalI between
the vRestbratibh and; the Revolu¬
tion, the riches of the. nation had
been rapidly increasing. Thou¬
sands of btisy men found every
Christmas that, after the expenses
of the year's housekeeping had
been defrayed out of the year's
income, a surplus remained, and
how that surplus was to be em¬

ployed was a question of some
difficulty. . . . The natural effect
bf this state of things was that a
crowd of projectors, ingenious and
absurd, honest and knavish, em¬

ployed themselves in devising new
schemes for the employment of
redundant capital. It was about
the year 1688 that the word 'stock
jobber' was first heard in London.
In a short space of four years a
crowd of companies, every one of
which confidently held out to sub¬
scribers the hope of immense
gains, sprang, into existence."
: A similar situation developed
three decades later and collapsed
with the South Sea Bubble. . It
was not speculation which pro¬
duced the condition, but the con¬
dition; which produced the specu-

priced and, high-grade,; so-called,
in 1930 and "prior "to that time.
Two years later they were "no
good," "speculative,"; "footballs
for speculation." ;
Another thing is your memory

of railroad securities is not expe¬
rience and your prejudice against
railroad securities is not your

judgment, and information, as I
said before; is not judgment. It
has to be done by a combination
of experience and judgment,
which gives us knowledge, and I
think on the basis of the present
condition of the railroads that
their credit, . both in , bonds and
stocks, for the foreseeable future,
represents one of the best cor¬
porate investments and should be
included to some' extent in all
portfolios where fiduciaries or
individuals are interested.

lation. A plentiful supply of
money and credit leads to infla¬
tion, which in turn incites specu¬

lation, and this, when out of hand,
brings about the collapse, which
abates or curtails the evil.

The Function of Speculation

If the economic function of
commercial speculation were cor¬

rectly and more widely under¬
stood, it perhaps would be real¬
ized that speculation, instead of
being a cause of persistent and <

rapid : price rises,, frequently acts >
as a curb to the trend and; above j
all, prevents: or allays the evil
affects of abrupt and drastic price I
Changes. This was clearly ex- ;

pressed by on"e of the sanest and v
most practically-minded British r
economists more than a century '
ago. John R. McCulloch, who, as
evidenced by hisclassic inassive J
encyclopaedias of commerce and '
his ; other voluminous contribu- •

tions to commercial knowledge','"
fully understood- trade and indus¬
try in all its aspects, wrote in his "
"Essay on Commerce": ><*■

"Every transaction in which an '
individual:buys iri order i to sell'
&gain is, in fact, a speculation". J
The buyer anticipates that the de- '
mand for the article he has pur¬
chased will be such at some future

period, either more or less distant,
a§ will enable him to dispose of"
it with profit; and the success of ,

the speculation depends, it is evi¬
dent, on the skill with which the
circumstances that must determine
the future price of the commodity
have been estimated. It follows,
therefore, that in all highly com¬
mercial countries, where mer- •

chants are possessed nf large capi-f *
tals, and where they are left to
be guided in the use of them by
their .own discretion and fore- -

Sight, the price of commodities
will be very much influenced, not
merely by the actual occurrence
of changes in the accustomed re- . j
lation of the supply and- demand -

but also by the anticipation of
such changes. It is the business
Of the merchant to acquaint him¬
self with every circumstance af¬
fecting the particular description
of commodities in which he deals. ;

. If he learned that the supply
of an article had failed, .or that
the demand for it had been in- .

creased, he would most likely be
disposed to buy in the expectation
of profiting by a rise in price. . . . ;
If the intelligence received by the
merchant had been of a contrary

description—if, for example, he
had learned that the article was

now produced with greater facil- ;
ity, or that there was a falling off i
in the demand for it—he would *

have acted differently: in this
case he would have anticipated a
fall of prices and would have de- £,'(
clined to purchase the article ex¬

cept at a reduced rate, or have
endeavored to get rid of it, sup- .

posing him to be the holder, by
offering it a lower price."
And McCulloch, on the basis of

the simple understanding of?
human psychology noted above,1
adds that "those who indiscrimi- ; .

nately condemn all sorts of specu- ril¬
lative * engagements : have never !
reflected on the circumstances in- -

cident to the prosecution of every
undertaking,"; and he concludes
that "speculation is therefore;,
really only another name for fore¬
sight." 4.: ■

It remained for the late Presi¬
dent Hadley of Yale University
to elaborate on McCulloch's rea- ,

soning. Hadley devoted an entire _

chapter of his textbook on Eco- ;
nomics to "Speculation," - and he
stressed the economic function of
speculation as a price stabilizer, J
i.e., as a, means,'whereby - abrupt
and unwarranted price changes
are minimized. "Commercial spec¬
ulation," says Hadley, "is some-,
times analogous to insurance and
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sometimes to gambling." "In the
former case," he continued, "it is
said to be legitimate, in the latter,
it is said to be illegitimate. But
the legitimate : and illegitimate
transactions are so much alike in
their form, drid so inextricably
mingled 'in practices, that it is
often extremely hard to draw the
line between them.", ;

, This" is a point,which, vas:,will
be shown later, Mr. Eccles neg-.
lects to. take into consideration
in his tax proposal.. - It, .would,
make the whole scheme as im¬

practical as to distinguish an "im
vestment" i'rorm a . "speculation'
transaction in an ordinary puis
chase and sale.agreement. ! ■
v.>.. . • v* . • , . • • i
. t ♦ .

_ > ' • 4 v... v %

Wild Speculation Not an Unmixed
/ '. '"'Evil -

Wild'speculation is undoubtedly
an evil! : And when it jumps out
of the traces imposed by human
caution and insight, it causes great
Buffering and distress. But with¬
out speculation,, would there be
jprbgress Of any. kind? Risk, is not
only an element in all commercial
transactions but - it is present in
every ;human activity that is con¬
cerned with the future. Risks

cannot be wholly eliminated, and
it is the nature of the business
man to take risks. But risks are

not taken without a view to com¬

pensation and, as the old text¬
books told us, the greater the risk
the higher the gain to be antici¬
pated*
Moreover, individual 1 o s s e s

from speculation, like speculation
itself, is not without its economic
and political benefits. The sacri¬
fices of American speculators
have made this country great!
These sacrifices; these individual
losses of our pioneer enterprisers
"have opened up new lands and
encouraged new settlements; they
have built our canals and rail¬

roads; they have established new

industries; and they have created
new . comforts and conveniences
for their fellow men. Robert

.Morris; the Financier of the Revo¬
lution, lost his fortune in land
speculation, but his activities in
this field have been, perhaps, of
greater and more lasting benefit
to the nation than his services to

the Continental Congress. He laid
the groundwork for the rapid

Asettlement of western New York
and Pennsylvania, and he was

among the promoters of early
highways and canals. Both Wash¬
ington and Hamilton were "spec¬
ulators." Each sought personal
gains in promoting enterprises of
public importance. Washington
expected to profit largely from the
Potomac Company, which was a
child of his brain. And Hamilton
in promoting the Society for Use¬
ful Manufactures, out of which
•grew up the industrial city of
Paterson, N. J., had the same ob¬
jective in view. Would you con¬
demn efforts of this nature by
levying a special tax on them?
There is no economic or politi¬

cal objection to controlling wild
speculation, i.e., "over-trading,"
as the English call it. It has been
tried time and again. After the
South Sea Bubble fiasco in the

early Eighteenth Century, the
•feritish Parliament passed drastic
. taws against "stock jobbing,". But

— trading in stocks and pecuniary
1 speculation continued, though
/ Somewhat abated. ; New. York

- State passed similar : legislation
< several ;years after the Revolu¬
tionary: War, as * a- result of the

e&wnmerciaT debacle brought . on

fcy i:he -speculations of . William
,:it)UCr knd^his associates ih the new

United^States bonds. During the
Civil -War Congress attempted to

'

Miminate speculation in gold bul¬
lion by enacting legislation pro¬
hibiting it, but the mistake was
discovered within a month's time,
•and- the -legislation hastily re¬

pealed. Germany- at the end of
the last century enacted an elab¬
orate. code of punitive measures

against commodity and stock spec¬
ulation, but the whole machinery
of it broke down and was finally
abandoned. Mass speculation of

the populace is the result of a
mental attitude produced on the
social conscience. It should be
controlled,, if at all, by action on
the • causes which produce the
mental attitude,, and not by: pun¬
ishment of. individuals. . Without
speculation, without the willing¬
ness and the incentive to take
risks, there will be no progress.
Cupidity and progress go hand in
Land!

v.r The Proposal Is Impractical
'

Now let turn to the practical
aspect of the proposed tax "on
speculators in real estate and se¬
curities." The first question that
arises is: What -is a" speculation
transaction?' As ^already -stated
above, in quoting Professor; Had-
ley, it would be extremely diffi¬
cult and practically impossible to
distinguish between a speculation
and any other commercial trans¬
action. The distinction, if any,
would lie in the mind of the in¬
dividual. A seller does not ordi¬
narily tell a buyer whether, - in
making his purchase, he is specu¬
lating, of vice versa. Whether; a
purchase of stock or of real estate
is for speculation or investment
is a matter of personal intent.
This can be known only to the
individual and, in most cases,
both purposes may be present at
the same time, and the "intent"
can be momentarily changed.
The time factor (i.e., the period

of holding of the purchase) is not
essential to the intent. Property,
such as land, may be purchased
to be held over a long interval,
and still the intent is not "invest¬
ment" but "speculation." Astor
purchased vacant land in New
York as a speculation. He held
large tracts, without receiving in¬
come from it, feeling that its value
would rise after many years.

Speculation, it has been said, re¬
quires a "quick turn," but the
wisest and safest speculation is
that which requwes time for its
maturity. It is this sort of specu¬
lation that the farmer indulges in
when he plants an orchard that
will require years to bring it to
maturity. Accordingly, any tax
which is based on the period be¬
tween purchase and resale, as a
gauge of speculation, would,i be
based on a false premise. The
speculator does not always resell
after a short period merely; be¬
cause his purchase was "a specu¬
lation." Neither should the, in¬
vestor always hold "for the long
pull" when he finds it more prof¬
itable to sell at an earlier time
than he anticipated. ■ ...

If the time factor is no gauge
of the "speculative" quality of a
transaction, then what other cri¬
terion should be set up? Would
the tax be applied only to those
who buy or sel| on "margin," i.e.,
on credit? Would the tax be lim¬
ited only to those who make a
business of dealing in real estate
or securities? If either or both of
these bases are used, would it not
destroy the industries that depend
on these factors for stability and
a machinery to effect orderly mar¬
keting? The dire results of the
tax if thus levied can hardly be
exaggerated. Investment in se¬
curities would be greatly discour¬
aged! Venture capital and equity
securities would find no market!

In order to allay an epidemic
arising from overoptimism re¬

garding the nation's future and
excessive confidence in continued
economic stability, it is foolhardy-
to kill the patients Sind lay Out
cemeteries for. them, instead of
providing stronger and more Use¬
ful remedies and seeking to mod-;
ulate the, disturbance by getting
at the causes of the disease and

spreading sound advice on , pre-i
vention and treatment. It is only
by this method that you canmould
essential human actions within
sane and definite bounds. The
Federal Reserve Board, in the
exercise of its manifest duties, by
insisting on sound monetary and
credit policies, and by spreading
information regarding business
and banking conditions, can do

OUR

REPORT
A Historic tie-ups in the invest¬
ment' banking field are beginning
to - give way under the force of
circumstances surrounding the
operation of competitive bidding,
how the prevalent form of cor¬

porate .financing : in the public
utility and railroad industries.

;" The tendency is for larger
firms; tq demand; an interest in

; a. given undertaking -equal to
that of the house heading up
a particular operation* As*
spokesman for one of the major
underwriting houses - pointed
out this would mean the even¬
tual freezing out of local firms

yairound the country.
A He cited one instance where he

sought-fto organize a banking
group to bid for an approaching
issue. He proceeded to call up
firms which had been in a previ¬
ous underwriting group. There
had been a total of 48 houses in
the earlier undertaking.

Proceeding to call up ten of
the "top" New York firms in¬
volved, and ten of the leading
houses in a large middle west¬
ern city as a starter, he ran into
a situation where these firms
would have taken up the entire
issue among them, leaving none

for ether houses which might
have been interested.

It would have meant cutting

more to control and prevent un¬
sound speculation than all the
punitive measures that can be

contrived in a tax system or a

criminal code.

down the original group by 50 per
cent, something which his firm
was not inclined to 4o. ; Since
there are some two dozen large
firms which could head up under¬
writing groups on Substantial
sized issues, these couldbe ex¬
pected to demand equal position
with houses acting as managers.

This banker believes that we
are destined to see some re¬

alignments as time goes on with
a larger number of groupings
and fewer big fellows in such
setups. This, it would appear,

; foreshadows even keener com¬

petition. ;

Triborough Bridge Authority
The next major operation in the

tax-free market will be under¬
taken by the Triborough Bridge
Authority which is engaged now
in putting the finishing touches to
its program.

A Calling for the refinancing of
its entire debt structure, now ex¬

ceeding $98,000,000, this opera¬
tion is expected to involve an

overall total of well in excess

of * $100,000,000 of new serial
and term bonds.

With the new securities ex¬

pected to reach market after the
middle of next month, it is now
indicated that the earliest serial

maturity will be 1950. » •

By refinancing its debt on a

long-term basis now, the Au¬
thority, in addition to strength¬
ening its financial position,
would place its bonds beyond

reach of any for attempt to

make them taxable by the Fed¬

eral Treasury, at least for a con¬

siderable period.

Looking Well Ahead

Although the current week has
been relatively dull, from the

standpoint of new issues reaching
market, activity on the part of;un-:
derwriters, in forming new
groups, indicates they are looking
forward to a resumption of emis¬
sions through March and April. ,.

Several sizeable offerings, two
6f them preferred stock issues, are
on schedule within a fortnight, b.ut
there are indications thaf bankers,
are looking further ahead than
thai :: . 'Yvav-A

One group, active in the rail¬
road field, is organizing to bid *
fojr any Union Pacific Financing >
which may develop in the near<

future, While another is forming t
to go after new securities whichr
Pacific Power & Light may
offer by way of replacing its-
outstanding $20,500,000 of first'
and prior lien 5s.

'X

Bell Telephone System
In its report issued last week,.

the American Telephone & Tele¬
graph Co., which operates the Belt
System, reiterated its statement
of a year earlier, that at least a
billion dollars of new capital
would be needed to permit the
company to catch up on deferred
expansion after the war. ; (

This must have whetted the.

appetites of the banking world'
and investors alike, considering'
the calibre of the security and '

past performance. r;

Of course in latter years the big
company has done considerable of
its finance through the medium
of "rights" to shareholders. But
in view of its enormous needs and

the attractiveness of the money

market, it might be inclined to
consider long-term bonds when
the time comes.

Great Northern Railway Company

, . INVITATION FOR TENDERS;

To the Holders of Great Northern Railway Company
General Mortgage Gold Bonds

SERIES B SU%DUEJANUARY 1, 1952, .

SERIES C 5% DUE JANUARY 1, 1973,
SERIES 1) I!3% DUE JULY 1,1976,
SERIES E 4H% DUE JULY 1, 1977:

■ ;'.S.;• •• "■A£"A1

•..Great Northern Railway Company hereby invites .tenders on or prior to
"March 14,1945 for sale to it for retirement of any of the above described bonds.
'

Persons desiring to tender bonds for purchase by the Company pursuant
to this invitation should fill out and mail to the Company at the office of its
Agent, The First National Bank of the City of New York, 2 Wall Street,
New York 15, N. Y., a letter in the form which may be obtained from the
Company or the Agent stating the price at which such bonds are so tendered.
All tenders must be received by the Agent on or before 3 o'clock P. M.,
Eastern War Time, March 14, 1945. Bondholders making tenders who are

.gent :unknown to the Company or its Agent should have their signatures guaran¬
teed by a bank, trust company or member of a recognized stock exchange.
- The Company may accept the tenders deemed by it to be most advantageous,
giving consideration among other things to earliness of maturity as well as net
sawing. The Company reserves the right to accept or reject any or all tenders
and to accept or reject any part of dny tender; Notice of acceptance or rejection
of tenders will be mailed not later than March 19, 1945, to the makers thereof
at the addresses designated by them.
•v. Bonds accepted pursuant to any such tender must be surrendered to the
Company at the office of its Agent, The First National Bank of the City of
New York, on or before March 28, 1945, or such later date as the Company
may agree upon, and will be paid for upon such surrender. Coupon bonds
should have the July 1, 1945 coupon and subsequent coupons attached. Regis¬
tered bonds must be assigned in blank or be accompanied by appropriate
detached assignments. Interest on bonds accepted for purchase, whether in
registered or coupon form, will be paid to March 28,1945, but not for any period
thereafter

GREAT NORTHERN RAILWAY COMPANY

St. Paul, Minnesota By F. J. GAVIN, President
February 26, 1945
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mines -whether labor is hired,
plants built1 and machinery in¬
stalled and whether,' therefore, a

; beneficial spiral of expansion or

i a vicious, spiral of deflation gets
under 'way.'1"'')'':'; :v ;/::/■'■

, "The national economy is sim¬
ilar to a living organism," Mr,
Gould 1 contends, "in that it is
healthful, and prosperous to the
extent that its component -parts
are in balance "and permit the
free circulation of the fluids that
feed and supply the body. When
an economy gets out of balance,
internal adjustments take place
until balance is restored. During
wartime, when economic consid¬
erations yield to national survival,
hn economy can be worked under
forced draft by government edict
and economic laws seem to be sus¬

pended, but sooner or later an

economy has to stand on its own

feet, and that means, unless a

totalitarian concept is embraced,
a return to the balanced elements
that permit prosperity."; >■ '
; Referring to , the present i situ¬
ation, .... Mr..1. Gould states, ^ "the
American economy at present/ so
far as manufacturing industry is
concerned, is not in balance. The
rise in wage costs and the fixing
of prices have just about elimi¬
nated profit margins in industry,
all protests to the contrary not¬
withstanding.:;: The reason the
economy functions as, well as it
does under current conditions is
because of the tremendously stim¬
ulating effect of the huge volume
of government purchases of war
goods. With a return to peace¬
time conditions, even on the basis
of a large reduction in tax pay¬

ments, there is not the remotest
chance of profitable operations, of
employment of anything ap¬

proaching 50 or 60 million people,
or of producing the volume of
goods so needed by the world, un¬
less profit margins are restored."
After discussing statistical data

on corporation earnings and prof¬
its, Mr. Gould draws the inference
that "there is simply no prospect
of a high level of employment and
prosperous industrial conditions
generally on , the basis of any
reasonable . peactime volume of
production and today's cost-price
structure, even after reasonable
adjustment for wartime effects.
"Profit margins in manufactur¬

ing industry in one way or an¬
other will be restored. Either
costs will be sharply reduced or

prices will rise. As a matter of
fact, probably both will tend to
occur. There is certain to be
some reduction in wasteful war¬
time costs, but there is no chance
that enough increased efficiency,
even with the elimination of
overtime and other wasteful prac¬
tices, can be accomplished to off¬
set the huge rise in costs.
■"Some rise in prices, probably

a sizable rise, will eventually
occur and the argument that the
productive capacity of the Amer¬
ican economy will prevent such a
rise is not convincing in view of
the great rise in costs that has
occurred.

"We have at Washington a labor
government committed to the
dual policy of higher wages and
fixed prices. This policy has been
relentlessly pursued during the
war years to date, but the
squeezing process is reaching its
limit.

"No diminution in Jhe pressure
for: wage increases Ms likely.
Average hourly earnings of man¬
ufacturing labor increased 10
cents in 1941, 12 cents in 1942,-
nine cents in 1943 and less than
five cents in 1944. Labor is again
becoming restive and pressing for
further increases.* Last fall's steel

wage adjustment of five cents an
hour for 400,000 workers in 86
companies paved the way for
other wage increases. The steel
companies have been urging price
rises as necessary and are ex¬

pected to get some further price
increases from the Office of Price
Administration, but early restora¬
tion of profit margins is quite
unlikely. Steel happens to be the
most virulent instance of an in¬
fection permeating all manufac-
ing industry."

Holds Initial Phase of
"BuU Maike!" Wears End

Ass'ns Mtg. Lending ; ^

And Savings '/
; The 244 savings and - loan asi
sociations in New York State
showed a record-breaking in¬
crease in mortgage lending ac¬
tivities for the month of January,
according to figures released on
Jan. 20 by Zebuloh V. Woodard,
Executive Vice-President of the
New York State League of Sav¬
ings and Loan Associations. The
advices state: ■ •

"Mortgage lqans granted during
January, 1945, totaled $5,787,684,
which represents an increase of
71.8% or $2,418,590, over total
mortgages recorded during Jan¬
uary, 1944. This also represents
an all-time high in lending activi¬
ties for the month of January
having surpassed the previous
high mark set in January, 1942,
when mortgage loans , granted
amounted to $4,920,484. Of the
$5,787,684 loans recorded during
January, 1945, $4,755,134 were for
the purchase of homes and $641,-
532 for refinancing of previous
mortgages. Construction, repair
and other loans amounted to

$391,018.
"Savings in the 244 associations

increased during the month by a
net figure of $8,455,137, equiva¬
lent to a rise of 1.6%, while the
liquid resources of the associa¬
tions in the form of cash and

government bonds increased
0.5%."

• According to figures submitted
to the League, Mr. Woodard esti¬
mated that the total assets of the
associations had reached $605,-
999,552 on Jan. 31.

ames

l he insurance industry is being

attacked from three vital angles
Wm. Hanrahan V*-P. of

Lafayette Nat'! Bank
William R. Hanrahan has been

elected Vice-President of the
Lafayette National Bank, Brook¬
lyn, N. Y., according to announce¬
ment by George P. Kennedy,
President. Mr. Hanrahan had
been Assistant Vice-President

specializing in commercial and
war production loans.
Prior to joining the bank in

1939, he was an Assistant Vice-
President of Central Hanover
Bank & Trust Co.
Mr. Hanrahan was a Lieutenant

(j. g.) in the U. S. Navy during
the first World War. He is a

member of the Brooklyn Bankers'

Club; the Rudder Club; and the
Kiwanis Club of Brooklyn. He is
also a member of the Brooklyn

Committee for Economic Devel¬

opment which is studying post¬
war planning with the Commer¬
cial Enterprisers in Brooklyn.

(I) Demand For Lower Rates
The public insistence on rate cuts will probably grow

stronger—with the agents the greatest sufferers.

(2) Lower Income on Portfolios
The degree of injury sustained will depend upon future
interest rates from which no immediate relief is in sight.

These losses can he largely reduced-—Loss-ratios are in¬
versely proportioned to municipal fire, police and traffic
signals supplemented by sprinklers, automatic alarms and
well-trained manpower. Upon these the value of insurance
stocks largely depends.. ' i

Mr. Gerhard H. Struckmann of

the Bank of Manhattan; Miss Vir¬

ginia McGaffney of Carrere & Co.,
and Mrs. Gordon Goff.

Miss Louise M. Franco of Blyth

& Co. trotted away with the blue
in the novice class. She was fol¬

lowed by Miss Ruth E. Hamilton,
Mrs. Gerhard H. Struckmann.

and Miss McGaffney.

In the horsemanship class Miss
Weller was trailed by Mr. Struck¬

mann, Miss Richards and Mrs.
Struckmann. Miss Weller and

Miss Richards romped off with

first place in the pairs class, with
the red going to Mr. and Mrs.

Struckmann, the yellow to Mr.
and Mrs. Goff, and the white to
Miss McGaffney and Miss Jean
McCulloch.*

Miss Weller, in charge of the
arrangements, and Miss Richards,
Chairman of the ride committee,

prepared a night of fun for mem¬

bers and their friends.

Mr. George I. McKelvey, Jr., of
Darby & Co., acted as judge.;

YOU CAN HELP
A'" i'' • • ' c v',r:>' •*„ .»>;'•. v.V •'4 "•; •>.•1 *• '?.*;••••'• *''• •' ,:7-: i \VV .*,*'• • , v.' -f.-l

ReduceFire aridCasualty LossesbyRecommending
(1) A FIRE ALARM BOX — atevery fire hazard* ■ ,

(2) BETTER "HOUSEKEEPING" — keeping the property free of rubbish.
(3) ADEQUATE POLICE PATROL — with recorded performance of police duty.
(4) SPRINKLER SYSTEMS AND AUTOMATIC FIRE DETECTION SYSTEMS
(5) TRAFFIC SIGNALS — at street intersections. The Wall Street Riding Club

held its fourth annual competition
on Friday, February 16, 1945, at
Aylward's Riding Academy on
67th Street here in New York
City.
Miss Frances M. Weller, Presi¬

dent of the club and associated
with Harry Downs & Co., gal¬
loped off victoriously with three
blues and the trophy. After nab¬
bing the blues in the horseman¬
ship and pairs class, Miss Weller
reined in at the number one spot
in the championship class. Run-
ners-up in the usual order were as
follows: Miss Emily M. Richards;

★ 70% of the losses occur as a result of only 4% of the total fires.- If municipal
fire alarm boxes had been on this 4% of the buildings involved then over 50%
of your total fire losses might have been eliminated.

Newton Upper Falls Massachusetts
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TODAY, every business and industry must be judged by a newstandard—its contribution, direct or indirect, toward the winning,
of the war.

The men and resources of the fire insurance industry have been;
'utilized to the full in the mobilization of our nation's might. A large

. proportion of the male employees are serving with the armed forces.

Many others have been, and are, devoting a large part of their time
and energies to unpaid civilian war activities.' Further, a large propor¬

tion of the income of the industry is converted directly intoWar Bonds,

i' In all these ways, fire insurance has aided the general war. effort of
the United. States. Added to this is the immeasurable and vastly im-

portant overall support rendered by the whole "industry which

protects other industries" in its never-ceasing, war on man's ancient,
indefatigable enemy—fire.

.• Through the vigilance, skill and protective wofk of its inspection
■ and engineering facilities, the fire insurance industry has not only

helped prevent many disastrous fires—it has presented the country
twith the equivalent of hard-won production victories. Toward this end,

ftfe intensified our efforts in 1944. Yet, it is unfortunately true that in!
r ' ' "

, ' s ' ' ' ' , " ' ' ' ^ } '[ ' . 1 -v-

spite of all efforts, there was an increase in the number of fires in 1944,

the result of the accelerated wartime production tempo. Consequently
we plan to redouble our preventive activities in the critical year ahead

• a contribution to the America our men are fighting for.

STATEMENT

December 31,1944

ADMITTED ASSETS

Cash in Office, Banks and Trust Com-
panies 21,220,339.31

United States Government Bonds • * 34,764,718.31
All Other Bonds and Stocks » • * • 76,426,404.54
First Mortgage Loans 368,005.60
Real Estate ♦ . • « * «.« , « « 3,772,527,58
Agents' Balances, lessjban 90 days <lue t8,637,873.31
Reinsurance 1

Recoverable on Paid Losses ♦ « 1,697,960.88
Other Admitted Assets • • , * « • 157,610.37

Total Admitted Assets •"* • * $147,045,439.90
.v" " . / . « 'i k. ,

'

LIABILITIES' **«'-- /
Reserve for Unearned Premiums » ,$ 56,900,611.00
Reserve for Losses « ♦ , , « V > 17,391,935.00
Reserve for Taxes ♦ . .. . . . . . 2,870,000.00
Reserve for Miscellaneous Accounts . • 913,950,86
Funds HeldUnderReinsurance Treaties 58,461.60

Total Liabilities Except Capital! 78,134,958.46
Capital • • • • 15,000,000.00 .

Surplus . » ♦ » 53,910,481.44 \J"

Surplus as Regards Policyholders 68,910,481.44

Total % s, » ¥ !• .^147,045,439^0

Note: Bonds carried at $3,645,555.62 amortized value
and cash $50,000.00 in the above statement are

deposited as required by law. All securities
have been valued in accordance with the re¬

quirements of the National Association of In¬
surance Commissioners. On the basis of actual

; December 31st market values, total Admitted
Assets would be increased to $148,631,517.64
and Surplus to Policyholders would be in¬
creased to $70,496,559.18. Surplus adjusted to
reflect Canadian Assets and Liabilities on

United States Dollar basis.

'.'yv'-'i- '-vv-'j**v " «*"

^

t, - . ■>

Lewis L. Clarke / r George McAneny
Charles G. Meyer Guy Cary

William L. DeBost . Harold V. Smith ; ,

Wilfred Kurth Harvey D. Gibson

v Edwin A. Bayles • Frederick B. Adams

Gordon S. Rentschler Robert W. Dowling
•

Robert Goelet George Gund
- > Harold H. Helm . *'i

NEW YORK

FIRE • - AUTOMOBILE - MARINE

the home, through its agents and brokers, is america's leadinc insurance
protector of american homes and the homes of american industry

s
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future of Small Business taxation
(Continued from first page)

I believe you will be more inter¬
ested in the things that are done
than in the words of ineffectual
sympathy that are uttered in be¬
half &f small business. As busi¬
nessmen, you Will be interested
in concrete proposals rather than
the /.cloud of pious generalities
that so far envelops the subject.

The1 first step in getting clown
to the; solid granite of fact is to
find, put, if we can, what we are
talking about. Just what is small
business? Is a business small or
large according to the amount of
capital invested in it, or accord¬
ing to the amount of money it
earns, or according to the number
of people it hires? Upon exami¬
nation, all of these criteria prove
fugitive. A million dollars may
be a big investment in a. hairpin
manufacturing establishment, but
chickenfeed for an automobile
plant. The corner grocery may
have two employees and the
machine-tool factory 200.
Do we measure each separate

corporate entity without regard
to affiliation or ownership? Is a
small subsidiary of United States
Steel small business? Is! a

$100,000 corporation owned by
John D. Rockefeller small busi-

! ness? Or do we look beyond cor¬
porate entity and rule Out small
corporations which really enjoy
the advantages of big business
position? The answer depends
upon where you sit, and is not
clear wherever you sit.
We do know, however, that

small business is the backbone of
the nation. We do know that its
health and vigor are the real
measure of our national pros¬

perity. We do know that it is
essential to the nation's future—
not because it is small and neces¬
sarily therefore lovable—but be¬
cause it has an indispensable role
to play in our system of free en¬
terprise. One recent estimate in¬
dicates that small concerns con¬
stitute a good third of our com¬
merce and industry. There were
3,000,000 separate businesses in
this country in 1944.- About one-
third of them, or 1,000,000, were
operated by the owner alone.
Two-thirds employed fewer than
100 workers. , Less than 2%, or
only 35,000, employed more than
100 workers, and only 3,300 firms
employed more than 1,000.
Without doubt small business is
the seedbed of future Economic
growth. 1 71 7 "1 \. 7

THE SUN LIFE OF CANADA

IS AN INSTITUTION OF

PUBLIC SERVICE conducted in
the interests of its policyholders. Such
was the purpose of its founders in
1865, a purpose which has been proudly
maintained through nearly eight decades
of continuous development. And such
will be the purpose that will guide the
destiny of this Company in the genera¬
tions yet to be ' , . 1 " & |

In the past year, the new business.secured
by the Sun Life of Canada amounted to
$220,323,142. The assurances in force
increased by $139,107,959 and now
total $3,312,525,426. The benefits paid
during the yearwere $80,582,921,which
brings the total amount paid since the
founding of the Company to $1,710,-
446,363. The Company's activities dur¬
ing 1944 give ample evidence of its
continued progress. The business and
the assets of the Companyhave increased,
and substantial additions have beenmade
to surplus and other funds to further
safeguard policyholders' interests.

Copy of the AnnualReportJot 1944 >

may be obtainedfrom:

Sua Life of Canada, Transportation Buildings
Washington 6, D.Q

Conflicting Statements on Small
Business

'

The Senate Small Business
Committee recently issued a re¬

port pointing out some of the
problems Which small business
will face after the war. Accord¬
ing to the committee, war-time
mortality has been high, includ¬
ing the infant death rate. Under
the pressures of the last four
years one-sixth of all businesses
have closed their doors. Thou¬
sands of little people have held
on only by a thread. . The Com¬
mittee maintains that the weight
of the war-time tax structure has
fallen relatively more heavily, on
new and small businesses than oh.
long-established, large firms;' so
it has been harder for the small
business man to lay aside the
funds for reconversion which will
give him a fighting chance for
survival after the war. It empha¬
sizes the problem of financing
that faces small businesses. It
says the basic need may be some
form of full reconversion loan
financing to reach not only small
manufacturers, but small-distrib¬
utors as well, particularly those
hard-hit by the war who are
otherwise qualified to come back.
It- urges that private banking
meet this need. - About 10 days
ago" the . New York "Herald
Tribune" reported that the Amer¬
ican Bankers Association is set¬

ting up pools which will provide
at least $750,000,000 to aid. small
businesses requiring credit in the
•post-war , period. 7 The British,
who sometimes move faster than
we,; have already come to' grips
with this problem. Last month
the ' New York '"Times" reported
the organization of two private
concerns to aid British industry.
One of them was to finance large,
and the other small, industry. >

Despite these melancholy statis¬
tics, we need not rush to the con¬
clusion that all of small business
is in desperate straits. Evidence
to the contrary is assembled in an
article in the January, 1945, Fed¬
eral Reserve "Bulletin" by F, C,
Dirks, Director of Research and
Statistics of the Federal Reserve
Board. ; Mr. Dirks analyzes the
financial statements ■ of-^nearfy
2,000 concerns for the yeabs 1940
through 1943. Very small, busi¬
ness may not be adequately repre¬

sented, but the sample is broad
enough to be significant, from the
very largest companies down to
those with assets of about
$250,000. "The general picture
which emerges indicates that "in
most manufacturing and trade
lines the earnings experience of
small- and medium-size busi¬
nesses has been belter during the
war than that of the larger cor¬

porations. . . . The effect of
Federal income and excess profits
taxes, both before and during the
war, has been less severe on the
earnings of the smaller concerns
than on the larger ones." Mr.
Dirks presents a number of de¬
tailed tables in support of these
broad tentative conclusions.

Tax Relief Proposals

Although some suggestions have
been made to mitigate the plight
of small business, it would be an

exaggeration to call any of them
specific. In , the 1944 campaign
President . Roosevelt suggested-
accelerated depreciation on^iiew-
plants and facilities to replace
wofn^out equipment. He said
this would mean "more jobs for.
the worker, increased profits for
the business mail, and lower cost;
to the consumer." James 17
Byrnes repeated this suggestion
in his feport on war mobilization-
last December and coupled with
it a proposal that the specific-cor¬
porate exemption of $10,000 be
raised to $25,000. Raising the
corporate exemption has also
been urged by the National Small
Business Men's Association. Other
proposals include ..reduced tax
rates, graduated corporate taxes,
tax exemption during the early
years for new businesses, deduc¬

tions for plant expansion.by hew
enterprises, tax aid to corrtpgnies
financing small business, aridKtax
credits lor increased employment
and for equity investment in
small business. - ■"
All of these proposals are easier

than said than done. Most of them
involve difficult differentiations
and serious administrative prob¬
lems. It is possible that the ex¬

cess-profits tax may be modified
or eliminated, but the reduction
of other tax rates is beyond too
far a horizon for anyone, to see

clearly. . ,

The practice of taxing the
Aluminum Company of America
and the corner drug store in the
same way would seem to require
more explanation than has ever
yet been offered. They are totally
different tax subjects and would
seem to deserve different treat¬
ment. In the days of the great
controversy over the undistribut¬
ed profits tax, Dr. Gerhard Coim,
now of the Bureau of the Budget,
suggested that a differentiation
might be made between corpora¬
tions on the basis of accessibility
to national capital' markets^
either the stock market, insurance
company financing, or other
large-scale financing. A small
proportion of the 500,000 Ameri¬
can corporations enjoy these ad¬
vantages. - They might be sub¬
jected vto the regular corporate
tax. Other corporations could be
giyen ,the.option of reporting their
profits on a partnership basis.
They would exercise this option
and avoid all corporate tax if
most of their stock were owned
by low arid middle-bracket stock¬
holders, but they would always
have the right to pay regular cor¬
porate taxes and avoid the indivi¬
dual stockholder tax upon undis¬
tributed earnings to the extent
that the accumulation of surplus
was reasonable and necessary in
the - business. Thus in effect a
distinction would be made on the
two-fold basis of size and owner¬

ship,. and one possible disadvan¬
tage of the undistributed profits
tax—the handicap it imposes upon
the accumulation of inside capital
by small corporations*-would be
surmounted. I
The small business man is pre¬

pared to meet the challenge of
stiff competition, but not unfair
competition. Some people pro¬
pose that taxes should be used to
protect little business against
monopolies. But special treatment
"of corporations [ not engaged in
monopolistic practices, as pro¬
posed in a bill introduced in the
Senate a little more than a year

ago, is a dubious panacea for
small business ills. Federal pol¬
icy is opposed to monopoly and
such a differentiation might be
basically in accord with that, pol¬
icy. But monopoly is an elusive
concept. Size does not prove its
existence, nor do interlocking di¬
rectorships. It is almost impos¬
sible to devise any test that would
be readily useful for tax purposes.

Moreover, a differential in favor
of independent firms would have
significant limitations. If it were
based upon income, it would have
little influence where business is
carried on at a loss. This would
make the differential a very blunt
instrument in a large number of,
cases; in each of 11 :years, 1930
thro.qgh 1940, more than half of
^i^torpbration&Vi^-^fi®"- country
reported deficits. The situation,
has improved sinceT940,-but hiany
Corporations are - operating
,Ioss.;reyen today.;'- 77^7 7JJ

7pi£ferential4ax/
-treatmenUfor independent. firms
affofd7an^;aidditiepal^stimulus to
competition in industries in which
competitive conditions now; .pre¬
vail. A monopoly is not very
likely to occur, for example in the
women's and children's garment
industry, which in 1935 was com¬
posed of more than 6,000 estab¬
lishments, the eight largest , of
whmh accounted for only about
2.5% of the volume of total out¬

put.- Incentive taxation in favor
of independents would be a form
of bounty in this industry which
could have little or no influence
over the business practices of
business units within the industry.
I want to make it clear that in

no sense do I hold a brief for

monopolistic practices 7 w h i c h
sound the death knell of small
business. I am only questioning
the use of taxes to curb monopoly.
One of the reasons which the
Committee for Economic Develop¬
ment advances for repealing the
excess-profits tax soon after the
war is that the tax is too crude
an instrument to recapture mon¬

opoly profits. :

Sponsors Change in "Carry-Backs"
I have in the past sponsored

two tax proposals which I be¬
lieve would be particularly help¬
ful to ,small business. One of
them, which originated in the
Treasury, was designed to speed
up the operation of the carry-back
provisions of the excess-profits
tax in order to provide the neces¬

sary liquid funds to make, recon¬
version and other similar post¬
war expenditures. There is no

question that many of the little
fellows^ in business will, be in a

poor cash position when their war
contracts are cancelled. 7 They
will have piled up heavy tax lia¬
bilities and a large $hrt of their
working capital will be tied up
in inventory and machinery. In
many cases reconversion expenses
will be heavy. A delay of one or
two or three years in the payment
of the carry-back refunds would
mean that some small firms would
have to shut up shop.
To rectify this weakness of the

carry-back adjustment, we sug¬
gested to the Congressional tax
committees in 1943 that business
firms be permitted to file a tenta¬
tive claim when they estimated
that a loss would be incurred, or
that income would fall below the
excess-profits credit. On the basis
of an estimate of income or loss ;«f!
for the year, the tax refund could >4
then be quickly computed. We
suggested that this estimated re¬
fund could be applied as an offset j}
to tax installments owing for the
rest of the year. , , *

On the- following March a reg- ?
ular tax return would present the fi
actual income or deficit of the
taxpayer with a precise computa¬
tion of the actual tax refund.. If
the'4 corporation had under-esti¬
mated its income and, therefore,
postponed too much tax, it would
be required to pay the deficiency.
If it had erred on the conservative
side and postponed too little tax,
an additional refund within the
shortest reasonable period, say,
60 or 90 days, would be made.

> This adjustment would imme¬
diately free the cash or securities
held to meet quarterly tax pay¬

ments, and would substantially al¬
leviate working-capital shortages
in they reconversion period. It 11
would grant no business anything
to which it was not already en¬

titled by law. It would merely
provide a mechanism for expedit¬
ing payments or refunds.
This suggestion was given scant

attention at the time we made
it and was allowed to die on the
vine. Recently, however, it has -

been revived by business groups

who have been advancing similar
proposals.;: The National Small
Business Men's Association, for

example, isiadvocating that busi¬
ness be.,permitted to postpone for ;,

ja.; year payment of all t>r part of J'
its excess-profits tax. Such de- i
ferments could: be made by any I
business in "the, excess-profits tax-7
brackets in one year which antic- . r

ipated that it would earn a credit J
in the succeeding year. The com¬

pany taking advantage of the
right to defer its payment would,
at the end of the year of defer¬
ment, pay a penalty of 6% on the
portion of the tax that remained
due after it had taken advantage
of any earned credit. Under this

■i\

ii
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it will be ready to forge ahead.
I did not come here tonight to

deliver a solemn lecture, but I
should like to make a proposal.
I should like to suggest that the
small and middle-size business
man adopt a new philosophy. Of
course his own taxes are impor¬
tant. In many cases they will
determine whether he will sink

or swim. But often tax rates go

merely to the question of how
much profit a man has after taxes.
The more^ basic question is
whether he Will have any profits

at^ all. I propose that the small
business man shift his sights from
his own taxes to the other fellow's

taxes, to the whole tax system, to
a fresh analysis of what taxes will
best promote a post-war economic

climate in which he can prosper

and grow. For that is the climate
we need to foster the all-pervad¬

ing and restless activity, the su¬

perabundant force and energy

which are the components of the
America we want when peace

comes.

McDaniel Lewis Adds
R. B. Dixon io
GREENSBORO, N. C.-McDan-

iel Lewis & Co., Jefferson Building,
announce that Robert B. Dixon

has now become associated with

the company as field representa¬

tive in the Piedmont section of the

state. :

Mr. Dixon came to Greensboro

in 1938 as manager of the Hooper-

Holmes Bureau, Inc., for the state
of North Carolina after having
been manager in Charlotte, N.. C.,
and Columbia, S. C. He is a ha*

tive of Decatur, Ga., and was edu*

cated at Emory University in At*:

lanta and Atlanta Law School. He

is now secretary of the Greens*

boro Civitan Club and his special

territory in the new connection

will be Greensboro and surround*

ing towns.
——

■

Onlythoset shipsreturn to port
thatfirstput out to sea. Only those

_ financial plans that are made in
time promSe. moneywhen needed most.

^ i I SOME POINTS OF INTEREST
From our 93rd Annual Report as at December 31,1944

On policyholder deaths due towar, 383 claims for $991,210werepaid during
£9ile Causes of deaths, by numbers and benefits paid, were as follows s

EnemyAction*«•. »«>•» «n«•«,■>•mm«• .269
j.-

. Aviatioi (Patrol, Training, etcl) «, „ s 78
1 Other Service Accidents in an m M m M »» *s» 23

, Merchant Marine, Field Service,
Civilian Pilots on "War Missions, etc.;, Mmm •» 13

V ■ . ' • • •
v ^ ^; ^Paid to policyholders • •«'•*#• t m Ml «ri M S a»
^pfaid to Beneficiaries of deceased Policyholders art m tit

* - ^ Totalpaid to Policyholders and Beneficiaries ; $ 44,196,320
•

Average per working day. • m #2# IM 4Y» Ml Ml III III •»• I $ 145,383
v• -J- •

★Prenuuin income from new policyholders....... $ 8,777,216
More than 12 times this amount was invested in

government securities
★Government bonds held at year end.. M m to m in M M • $ 210,000,000
★Life Insurance in force, an all-time high III • l • UI ill «X( *»» $2,197,894,211

Gain duringyear..... ... 79,862,752

$647,420

•$210,504
$ 73,036

$ 60,250

24,319,494

19,876,826

SUMMARY OF ANNUAL STATEMENT
December 31,

ASSETS 1944
'Bonds, Mortgages and Other Assets.$911,134,625
Interest, due and accrued.8,298,302

'

Premiums, due and accrued........ 12,151,886

"Total Admitted Assets .$931,584,813

LIABILITIES U =====
Policyholders' Reserve $687,729,244
Policyholders' Funds 182,381,423

« Policy Claims in process of settlement 4,642,573
Dividends toPolicyholders......... 9,602,352
Taxes 2,571,706
MiscellaneousLiabilities........... 1,152,118
Special Reserves 5,600,000
Total Liabilities
and Special Reserves .$893,679,416

SURPLUS 37,905,397
Total Liabilities
and Contingency Funds........ .$931,584,813

United States Registered Bonds included in the above state¬
ment are deposited as required by law; State of Massachusetts
$250,000; State of Georgia $10,000.
♦"Admitted Assets" are assets determined in accordance with
rules established by the ISational Association of Insurance
Commissioners. •'

A complete Annual Report will be sent on request.

UTJFI insurance COM PAN*
"jft

SpringfIeId) Alasuch it a e11ii
Bertrand J. Perry, Chairman of the Board

s- Alexander T. Maclean, President

plan a business could defer its
excess-profits tax payment on its
own choice without asking per¬
mission of the government.

More Liberal Loss Provisions

Since leaving the Treasury last
March, I have also called atten¬
tion to the necessity for more lib¬
eral loss provisions. The extent
to which investors may use the
limited loss provisions of existing
law depends primarily upon the
availability of other income. Ob¬
viously the positions of taxpayers
differ widely in this respect.
There are discriminations between

large and small corporations;
large corporations are more lprely
tb have other available income

against which to offset loss. The
same thing is true of large-scale
financial investors. The loss

carry-back provisions give a
greater certainty of loss offset to
o).d corporations with past net
iiicome than to new corporations
with no past net income. In¬
equities of this type bear down
particularly on small business
which has more fluctuating profits
and is more apt to show losses

t|ian big business; furthermore,
tfyese -inequities may increase
economic concentration and Tend
16 drive venture capital into the
foxholes. - An improved method
of loss offset would be particu-

i larly "helpful to small and new
; enterprises. Here improvement
lies in the direction of averaging
iricome over the years and in the
extension of the carry-forward
period for losses.

| In the final analysis the small
business man must select the road
that leads him to the right des¬
tination. He will accomplish lit¬
tle by direct pressures which re¬
sult in special favors or subsidies
in his own behalf. He needs more
than crumbs from the table. He
wants to sit down to a good post¬
war meal, His prime interest—
his enlightened self-interest—lies
in a sound tax system for the na¬
tion as a whole rather than special
tax concessions for himself. He
does not exist In a vacuum. His
business- will flourish best in a

favorable social and economic
climate. It will flourish best un¬
der conditions which permit all
business, big and small, to prosper
as the people prosper.

What a Sound Tax System Can Do

| *A sound tax system will mate¬
rially help toward: full employ¬
ment and a high national income.
The small business man needs the
(vision to see that maintaining
high levels of production and em¬
ployment in the United States will
contribute to peace and prosperity
throughout the world. He needs
:o see that world markets are the
tey to our economic future. He
needs to see that depression here
will foster- depression abroad, and
;hat prosperity' here will foster
prosperity abroad. These are hard
iacts, worthy of some hard think¬
ing. They are of particular con¬
cern to the small business man
because he is especially vulner¬
able to depressions. Slack em¬
ployment means reduced purchas¬
ing power, and reduced purchas¬
ing power means a depression in
Which the sm^ll business man
buffers most. He lacks the finan¬

cial reserve to ride the storm. He
loses customers first when pur¬

chasing power drops. The gigan-
jic aggregate of machines and
>lant and capital that add up to
)ig business is not in this precari-
>us position. It may wait out a
depression. True, its profits and
ts dividends may drop. But the
i>dds are that it will be able to
stay in the black without a trace
>f red, while the small business
rian finds himself in the red with-
>ut a trace of black. Even if a

Jig business loses money, its re-

prves reconcile it to temporary
nactivitj'. It can-keep the wolf
til bay. For recovery will come;

Jiany of its small competitors will
iiave perished by the wayside; and
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Economic Disarmament
(Continued from page 931)

Bank and Insurance Stocks
|a r Tbis Week— Insurance Stocks

By E. A. VAN DEUSEN ;.P./ :^ /,/
" '

Fire losses in the United States were high in 1944, the highest
since 1932, and 11.4% higher than in 1943. As reported by the Na¬
tional Board of Fire Underwriters the record over the past 20 years is
as follows: • ; - .

Year (000 omitted) <$>
1935

Lowest- $259,160
1936- 293,357
1937L 284,720
1938— 302,050
1939 313,499
19401 - 306,470
1941—— 322,357
1942—— 314,849
1943. 380,235
1944--— 423,538

Year (.000 omitted)
1925/_ $373,501
19261 393,021
19271— 320.596
19284 — 301.268
1929 422,215

< 1930

Highest- 463,6131931— - 452,017
1932— 442,143
1933—— 316,897
19342— 275,652

V highest "losses reported were
$463,613,000 in 1930, and the low¬
est were $259,160,000 in 1935.
Average annual losses over the
20 years approximate $348,058,-
000/ It is of interest that the aver¬
age ; annual losses of the second
ten-year period were $320,002,000
compared with $376,092,000 for
the,first ten-year period, or ap¬
proximately 15% lower.
The high losses of the 1930 de¬

pression years were presumably
affected to a somewhat substan¬
tial degree by the so-called
"moral hazard" which sometimes
accompanies periods of low bqsi-.
ness activity, whereas the high
losses of 1943 and 1944 are at¬
tributable to high volume produc¬
tion under, the strain of war con-

• editions. In 1930 the Federal Re¬
serve Board Index of Industrial
Production was 91 vs. fire losses of
$463,000,000, while in 1944 it was
240 vs. fire losses of $423,000,000.

'. ••ifclt is also of interest to compare
the annual rate of fire losses with
the net premium volume. In Best's
"Insurance Reports" the total net
premiums written by all stock fire
Insurance companies amounted to
'■$909,550,000 in the ' year 1930
igainst $463,000,000 fire losses,
i in 1943 (latest figures avail-

ible), $1,043,835,000 against $380,-
)0|),000 fire losses. Meanwhile, the
ivjerage rate of premiums dropped
jjfrom $0.81 to around $0.60. It
;therefore is evident that, in rela¬
tion to the value of risks written,

[the high fire losses of these war
lyears are far less alarming than

I/i7777 ■
Year Fire
1920 77.0%
>1941 48.4
0.943 55.9

i It seems certain that, after the
[war, the motor vehicle field will
fcagain resume its prominent posi¬
tion, as in 1941, and that the fire
^business will relatively decrease
ito'a point below 50% of all pre-
gmiums written.
i The stocks of carefully chosen

were the high losses of the de¬
pression years. -

In this connection it is pertinent
to present the trend in the "burn¬
ing ratio" since 1925, as published
in Best's 1944 "Aggregates &
Averages." The "burning ratio"
is defined as the "Per cent of
Losses Paid to Risks Written," and
has been as follows:
Year Year

1925 .53% 1935 '.24%
1926 .49 1936 „ .27

1927 .44 1937777.— .25

1928 _. .43 1938 .27

1929 ,41* 1939 ' .28

1930 .49 1940 -l—_ __ .28

1931__ .48 1941 U7' .26
1932 ,48 1942 . __ .237

1933 _ .34 , 1943 Not available

1934 .31 1944—Not available

It will be noted that the ratio

jumped from .41% in 1929 to .49%
in 1930 and .48% in 1931 and 1932,
reflecting, perhaps, the impact of
the "moral hazard." It thereafter
declined to .24% in 1935, the year

of lowest fire losses. In 1942, the
last year for which these data are

available, the ratio was at its low
point of .23%,, even though total
fire losses had already begun to
move up into the .war-time highs..

, Presumably high fire losses,will
persist so long as high war pro¬
duction, is maintained, though it
seems probable that,- after-the col¬
lapse of Germany and a partial
let-up is experienced in .the pres¬
sure for production of war mate¬
riel, fire losses way start to de¬
cline. Fortunately the fire insur¬
ance companies, so called, are not
today as dependent upon' one line;
viz., fire, as they were a number
of years' ago. . They have .broad¬
ened and diversified their field in
a most wholesome manner. Quot¬

ing again from Best's "Aggregates
& Averages," the allocation of-net
premiums to the various lines of
risk by all stock'fil-e insurance
companies has changed.since-1920
as follows:

Motor

Vehicle

10.0%

26.2

12.7

Ocean

Marine

5.5%
10.8

11.6

Inland
Marine

2.5%
5.8

7.8 -

Tornado

& Hail

4.0%
3.1

3.8

Extended

Coverage^
0.0%
3.4

6.4

All Other
1.0%
2.3

1.8

j New .York City
1 Bank Stocks

Break Down Gov't
Bond Portfolios

Possible Excess Profits .

j Tax Liability for 1945
Circulars On Request ,
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old-line fire insurance companies
still constitute as fine a type of
conservative long - term invest¬

ment as can be fourid in the

United States. The market ap¬

pears to be shaking off its qualms
and once more seems to be pay-

BRISTOL

BRASS

et
Members Neto York'Stock [Exchange

and other leading exchanges

1 WALL ST. NEW YORK 5

Telephone Dlgby 41-2525

Japan to the impoverishment and
serfdom of the forgotten cen¬
turies. No country is now more
than sixty hours from here by
plane. The remotest country is
"my neighbor." The Good Neigh¬
bor policy is the sine qua non of
international amity and prosper¬

ity, no less -than of community
living. - The'Golden Rule is at
once good religion and good eco¬
nomics." .7 7 . ' .

Peace implies pacification, time
and opportunity for economic and
spiritual convalescence, time for
reflection, repentence and reform.
But, after peace? Another brood
of war makers? Probably; if the
peace is an "easy one, it those
who make war for military power,
for aggression and conquest, are
not convinced that; war-making
does not pay.
A severe but just peace must

include among, other things:
1. Punishment for all war pro¬

vokers and war criminals, but not
vengeance and vassalage upon
whole peoples.

2. Close and unremitting check
by international experts upon
heavy industry, strategic materials
and devices to insure against
preparation for future aggres¬
sion. • .

3. Re-education, or re-indoctri¬
nation of themilitaristic aggressor
countries for a generation to era¬
dicate the "master race" and
"thought control" nonsense, to
emphasize the futility and horrors
of war and the benefits of peace
and the "good neighbor" policy.
Disarm not only the power to

make war, but also the willing¬
ness to be led into war.

4. Demonstration by the peace-

loving peoples of the world that
arbitration arid cooperation is the
best way, that peace is profitable
while war bripgs only destruction
arid ruin.

5., Creation of an international
"police" force, with chief depend¬
ence upon an international air
patrol,, patterned, perhaps, "after
our state and local patrols, or pur
Western forest fire patrols, vigi¬
lant, and alert: to report infrac¬
tions of peace agreements or the
earliest evidences of rearming.

6. Recoding, of international
law, based hot upon the. rubrics
of war but upon the basic princi¬
ples of peace, and (a step beyond
the Dumbarton Oaks agreements)
a World Court to adjudicate in¬
ternational disputes as to facts
as well as law.

7 7. Removal of barriers to good
will and good business through
multilateral agreements affecting
tariffs, trade restrictions, cartels,
immigration, racial, language and
religious * differences; air fields
and communications, and other
obstructions to world accord and

prosperity.
8. Continuous international

conferences, such as those at
Bretton Woods .(finance), Dum¬
barton Oaks (political security),
Rye (foreign trade), Chicago
(aeronautics), etc.
America will emerge from this

war, no matter when it ends, the
most powerful, the most influen¬
tial; hatioiv in the. world. As such
it must take the lead in establish¬
ing and perpetuating peace—a
grave responsibilitychallenging
our wisest statesmanship, and
calling for constructive action
now before Europe is made over

litical and economic influence
and authority. .'/v//7./: • < •

To be worthy of, and competent
to assume, that leadership we
must do some disarming here at
home. - - "* • ■ ;
We must forget the political

animosities, ill will, and personal
grudges engendered by the recent
campaign, accepting the will of
the majority as expressed at the
polls, and so demonstrate to our¬
selves and to the world that our
democratic system has the
strength and resiliency to carry
on our normal political and eco¬
nomic Junctions while 11 millions
of our men are under arms and

fighting freedom's battles all over
the globe—an achievement no
other country/ not even demo¬
cratic Britain, dared ' attempt.
And we must stop the running
to- Washington for favors and
special privileges, and so regain
some of the ; Jeffersonian; sim¬
plicity and home rule responsibil¬
ity in government.
We must disarm economic an¬

tagonisms between East and
West, North and South; between
country and city; between big
business and small business; be¬
tween "special interests" and the
common good; between manage¬
ment and labor and between gov¬

ernment and business. Especial¬
ly, must we uproot the "cells" of
red and pink ism-ites who by un¬
derground burrowing would
weaken the foundations of our

democracy and faith in our fu¬
ture. ', .

We must disarm the last rem¬

nants of guerilla isolationism,
pink and red groups, rabble
rousers and agitators who are not
satisfied with "all this and
heaven too." Disarm the advo¬
cates of statism, state socialism,
communism, collectivism, by dem¬
onstrating the superiority of
free enterprise, open competition
judicially regulated, individual¬
ism, fair dealing, and opportunity
to get ahead. We cannot shut our
eyes to the existence among us
of small but persistent groups of
men and women temporarily or

permanently within our borders
who insist that much more of our
industry, especially the major key
industries, must be taken over by
the Government if for no better
reason than ; that after peace
comes the political, social, and
economic chaos in Europe will
necessitate there- a great exten¬
sion of state socialism, commun¬

ism, or collectivism, and that to
meet their competition we, per¬

force, will be compelled to adopt
like controls and practices. To
these preachments it need only be
said here that while these sys¬

tems may be desirable, even un¬
avoidable, in some of the war-
shattered, impoverished countries
abroad, they are utterly alien to
our time-tested democratic ex¬

perience,, our. ways of thinking,
and living, and that here in this
land of free enterprise and wide
opportunity, we will have none of
them..

,

Likewise, to those dismal souls
at home and abroad who declare
that our American economy has
become /"static," that from now
on we can at best conserve what
we have accumulated, and that
like older civilizations we shall
gradually drift into statism, we
must demonstrate to ourselves
and all the world that we have

under "spheres'' or "orbits" of po-> • lost nothing of our virile pioneer¬

ing attention to the sound values I market performance serve to in-
offered, as the following data on I cate: .'

'

*77' ........ Dow Jones Ind..Average
12-31-1943 _X_- — 135.89 , •

12-31-1944 7 152.32 V .

Appreciation 12.1%-
12-31-1944 — 152.32 . , 7. . —'
■2-21-1945 W, — 159.66
Appreciation / 7 4.8$//

It .will be observed that fire in¬
surance-, stocks, .-.appreciated onlv
1.4% during 1944, compared with

L 12.1 % for the Dow Jones Indus¬
trials Average;, but that thus .far

•*'' Standard & Poors Index
. Fire Ins. Stocks

■ 114.7 .

116.3 . .

1,4%'
7 *111(5.3 -'77 7 ■7*-;
i 125.7

j • , • 8.1%

in 1945 the reverse is true, for fire
stocks have moved up 8,1% corhr
pared/with only 4.8% for, the Daw
Jones Industrials^ 7 7 .. 7
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ing spirit, our responsiveness to
change without surrendering or

weakening the basic principles of
our economic democracy, that we
are as productively powerful in
peace as we; have shown our¬
selves mighty in war, and that
when peace and freedom returns
throughout the earth this coun- |
try will go steadily forward to
ever-higher levels of production,
of well-being, of pioneering in
economic, social and moral
achievement. .

■f But while we in this country look
forward to and plan for the grad¬
ual but purposeful unloosening of t
war-compelled control and direct
tion of our economy and to the
resumption of free enterprise and I
open competition as soon and as t
completely as f e a s i b le -after |
V-Day, we must realistically face J
the probability of keen compete ;
tion in both home and foreign j
markets from highly cartelized j
systems abroad.5 In.many foreign |
countries, r conspicuously in Ger- j
many since the depression 7 of |
1873, , cartels have been encour-» |
aged, even made compulsory, both
in domestic and foreign trade,
and their influence has pene-»
trated commerce throughout the
trading world. Says a report to
the Dumbarton conference: , >

(

; "Thus a defeated Germany i
*

emerged from the war with her /
imperialist-minded industrial j
hierarchy intact. While- the |

7 people of Germany bore the
i* burden > of unemployment and 1
- depression " Germany's indus-ij
trial management secured loans if

< from abroad1 which enabled

/ them to consolidate into gigan-
tic domestic and internationalJ|
monopolies . . .-The number /
-of ' cartelized industries > in-» •

i creased. Existing cartels ex-1
tended their areas of interna-!'

> tional control and at the same

time, tljey intensified and /
strengthened their grip on the ;

/ German economy . . . Thus in 7
the period following the war {
German industries, were reor- f
ganized into closely-knit, high-

. dy-integrated combines whose
/productive and technological,,
capacity constituted a menace

7 to large producers in other!!;
countries ... They launched a j

• /second conspiracy for world/
.dominion. Using commercial/

7 relations,.in particular the/,
t -cartel system, as a weapon.they;;
rearmed their own country- and/

I disariped their prospective, vie-'.'
,',,tims,". . ;•vi*'.'v/"!
We in this country have beea'
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and are opposed to cartels as

^combinations in restraint of
trade" and so antagonistic to our
economic philosophy of open and
Unrestricted competition. As one

speaker put it in addressing a re¬
cent meeting of * the - American
Academy of Political, and Social
Science, "anti-trust laws are so

tenaciously rooted in the Ameri¬
can way of life that they appear
to be practically unrepealable and
almost unamendable," but he
thought it possible; that' "Great
Britain and other foreign coun¬
tries might convince us . . . that
in our larger political and eco¬
nomic interest in the international
and foreign field we can approve
« . . some modification of our

anti-trust law policy of free and
unrestricted competition without
serious sacrifice to our economy."
In another address before the

Academy, Dr. Virgil Jordon, presi¬
dent of" the'National "Industrial;
Conference Board of New York,
said bluntly "cartel arrangements
are the order of the day . . '. and
they are going to*be the main
form of organization of interna¬
tional commerce after the war."
v How far apart we and other na¬
tionals are in this matter of car¬

tels was reflected in the recent
International Business Conference
held at Rye, N. Y. The report of
the Kilgore Senate Committee
recommending the outlawing of
international ^cartels was stoutly
opposed by the Netherlands dele¬
gates who contended that "cartels
are necessary for the expansion of
business," while yet another dele¬
gation denounced "such agree¬
ments among private interests of
several countries for the purpose
of regulating industry and trade."
As a matter of fact hasn't this

country leaned toward recogni¬
tion of the cartel system in the
recent sugar agreements with
South American countries, and
the wheat and> cotton proposals
for international pooling and dis¬
tribution of surplus supplies of
these and other • countries—pror
posals and agreements made by
the Government itself? . And
where is the line to be drawn be¬
tween cartelization and competi¬
tion for foreign business, between
private and international cartels?
If the root cause of modern wars

is economic, and Germany "dis¬
armed her victims" by far-reach-*
ing cartelization, as pointed out in
the above quotation from the re¬

port of the, Senate Military Af¬
fairs sub-committee at the Dum¬

barton: Conference, is its sugges¬
tion that our "present patent
laws could be revised so as to re¬

quire that any discovery originat¬
ed abroad be lincensed to • any
American producer who wishes to
use it on a non-exclusive basis for
payment of a reasonable royalty'^
—such payments to be registered
with a designated federal agency
—would such requirements, how¬
ever desirable in any event, do
more than nibble at the funamen-
tal issues involved in the cartel

system? •;;;, t M ■ I'
- Does the three-point plan of the
National Foreign Trade .Council
to give our foreign ^business a

separate status to participate in
trade accords of similar cartel¬
like agreements - which would
"still respect the fundamental
principles of free competition in
our domestic trade" offer a de-
fendable or workable solution of
this problem? The Council's plan
proposes— ..... ,y'..

"recognition by Congress that
foreign ' laws and conditions
under which business is. done
must be considered in deter¬
mining the reasonableness of
restraints of trade as between
domestic competitors. It must
also be recognized that the na¬
tion's foreign economic policy is
entitled to primary considera¬
tion in determining the reason¬
ableness or unreasonableness of

any restraint of trade which
might result from such agree¬
ments."

Is this to be understood as an

application to international trade
agreements of our judicially-in¬

terpreted "rule; of reason" appli¬
cable to our domestic trusts undei*
the Clayton Act to soften the
severities of our first vigorous
anti-trust legislation of a half-
century ago? And if so, who is
to interpret or enforce the agree¬
ments—the over-loaded State De¬

partment, responsible for and
committed to the Hull reciprocal
trade agreements program, or the
Department of Justice now prose¬

cuting some domestic partici¬
pants in international cartel
agreements? The Council's mem¬

orandum continues "it is a safe
conclusion that collaboration of

government and the right of busi¬
ness to make international busi¬
ness agreements subject to revoca¬
ble clearance will be needed."
What then is to be our answer

to the nationalization' and cartel¬
ization of industry and commerce
in other countries? Against these
rising:: monopolistic forces ; how
can oUr system of individualism,
free enterprise, and open competi¬
tion survive and grow "mightier
yet"? The answer is neither
academic nor categorical. It is
not enough to enunciate a set of
principles,^ however idealistic or
basic for ourselves and the world
at large. Such principles must
be related to the differences,
needs, and complexities of living
and trading conditions among
scores of nations in varying
stages of economic desolation or

development. It is not enough for
this country to announce that we
are now the most powerful com¬
mercial nation in the world and
that we proposed to adopt and
pursue a policy of free trade, or
protection, or reciprocal trade
agreements, and say to the rest
of the world "take it or leave it."
We tried that brand of economic
isolationism back in 1933, when,
toward the close of the London
Economic Conference, at which
delegates from some sixty coun¬
tries had substantially agreed
upon a program to revitalize the
depression-stalled economy of the
whole world, the President of the
United States annulled the good
will and the prospective accord
and cooperation of the rest of the
world by withdrawing our dele¬
gates from the t conference and

announcing in effect that this
country preferred to "go it alone,"
that we contemplated a recovery
program of our own which must
take precedence over interna¬
tional questions and policies.
While the consequences of our
withdrawal from the London
Conference and the failure or

success of the many-sided New
Deal program to restore prosper¬
ity may be open to debate for
political or academic purposes,
the fact is that this isolationist
policy brought disappointment at
home and deep-seated resentment
and distrust abroad. :

This distrust has been dimmed
somewhat by "the magnificent
contribution of the United States
to the cause of freedom and

democracy. Yet it has been pres-?
ent in several of the recent inter-;
national conferences looking to
postwar reconstruction. Can pow¬
erful, resourceful, prosperous
America be depended upon to co¬

operate fully in the rebuilding of
an insolvent, if not bankrupt,
world struggling to regain .eco-*
nomic stability? Will rich Amer¬
ica emerging from the war as the
leading creditor nation be willing
to play the role of creditor, to her
own advantage no less than that
of necessitous borrowers? Will
she, for example, be willing to
continue lend-lease for some time
after the war, and if so, to whom
and for what purposes? Will she
be willing to reduce her tariff
barriers by extension of the Hull
reciprocal trade agreements, and
so permit less-favored countries
to find here much-expanded and
freer markets for the goods, serv¬
ices, and credit they so urgently
need from us? Is she willing to
expand the facilities of the Ex¬
port-Import Bank so that it can

begin promptly to finance foreign
trade, pending the setting,up of a

World Bank? Will the all-pow¬
erful America, conscious of her
economic prestige, attempt to dic¬
tate the terms of economic peace,
and so increase rather than allay
the uncertainty and distrust
which in the absence of a clear-
cut economic foreign policy lin¬
gers in the minds of many ob¬
servers both at home and abroad?
Even amid the thunder of the
guns, these and many like ques¬
tions press imperatively for an¬

swer—and, again, it may be later
than we think. While we wait
and the day of Victory is post¬
poned, Europe is being parti¬
tioned into spheres of influence
threatening economic and inter¬
national unity and enduring
peace. Through their Congress
and President the American peo¬
ple must speak now.
Definite and promising progress

has been made toward interna¬
tional accord at the - recent con¬

ferences. Perhaps the most sig¬
nificant thjng about them is that
they have been held in the midst
of a world-belting war, that rep¬
resentatives of most of the peace-
loving countries co u 1 d have
agreed upon a set of principles for
postwar rehabilitation and ac¬

cord, and that these principles
have in considerable measure

been implemented in concrete
plans, specifications and blue
prints. To be sure these confer¬
ences could only make recom¬

mendations, but the willingness
of the conferees to reach agree¬
ments, to give and take, to forego
some desirable but not essential

prepossessions and advantages in
order to reach an agreement on

fundamentals, holds encouraging
promise of adoption by their re¬

spective governments and of
amity and continuous cooperation
for the future.

Disagreements there were, of
course, and some keen disappoint¬
ments (especially the non-par¬
ticipation of Soviet Russia), just
as there were disagreements and
disappointments among- our

"Founding Fathers" when at the
Constitutional Convention in

Philadelphia, after numerous
compromises and the yielding of
eacji State of something of its
cherished "sovereignty," they
agreed upon a Federal Constitu¬
tion, which was to give the coun¬

try "a more perfect union"—a
Union which has survived civil

strife, striking differences and

may be immune from stock mar¬

ket sinking spells.
Merchandise Stocks: Visit the

variety chain stores in your city.
Pick out the two or three which
you like the best. Ask your local
banker which of these have their
stock listed on the New York
Stock Exchange. - Buy-the one
which yields you the most annual
income.

Fire Insurance Stocks: Look at
your insurance policies and buy
the stock of the company which
has been doing business the long¬
est number qf years. I also like
good casualty stocks. Both types
combine ownership of a business
and participation in a large list of
good investments.
: Bank Stocks: Buy either' the
stock of the local bank with which
you deal or else buy the stock of
the New York City bank which
your local bank uses as a corre¬

spondent. Besides earning money
on services rendered, most banks
now earn on large Government
bond holdings;
Building Stock: These should

be good although they already are
selling rather high due to the big
building boom expected after the
war. Choose one manufacturing
building materials and one mak¬
ing house furnishings. I also like
the cement stocks and certain of
the steels.

Chemical Stocks: These also are
selling pretty high now; but we
are going into a chemical age and
many miracles are ahead of us.

(Continued from first page)
For instance, Dow Chemical i_

making products from sea-water!
Remember that while our agricul¬
tural soils are getting poorer everj
year, the ocean is constantly get
ting richer in chemicals an

minerals. v;.

Transportation Stocks: Probj
ably everyone should own a little
stock of some well established au¬

tomobile company. . Certainly,
these should be safer to hold thart
most railroad stocks. I think near*
ly all railroads will suffer in*.the
postwar period. Airplane trans¬
portation stocks are now fairly
high. r?-y.
Mining Stocks: This may not be

the time to buy any mining
stocks; but if so, one should buy

. the stock of a" company which is
also well established in the fabric
eating end. r' .: ; >. . j

Food Stocks: This group} in-?
eludes the baking companies, can¬
ning companies and other foori
processing companies. - Personal¬
ly, I would rather buy the stock
of some good grocery chain thaini
tie myself down to any one of; the
manufacturers. If, however, yoti
want a strictly "food stock," I
suppose one having both "neces¬
sity" and "luxury" foods would be
my choice. •, 7.'

. , :v"

Please remember I give the,
above simply . as . illustrations-r-
there are other good groups and
ideas which I have not included^,
In this great country there are
many good companies. But what-1
ever you buy—diversify!

changes in political, social, and
economic thinking, involvement
in two world wars, to become the
most influential, the most pros¬
perous, the most envied, respected
and feared nation in the world.
Is it too optimistic to hope and

expect that out of these prelimi¬
nary conferences and the inter¬
national economic agenda they
project, supported by flexible ma¬

chinery 'for consummating and
preserving peace, there will come
"a more perfect union," through
economic accord and Cooperation
among all the nations of the
world? .United We Stand, Di¬
vided We Fall—True yesterday,
true tp.day and tomorrow.

■ a

FIG Banks Place Debs.
A successful offering of an issue,

of debentures for the Federal In¬
termediate Credit Banks was con-*

eluded Feb. 19 by Charles Hi
Dunn, NeW York, fiscal agent'for
the banks. The financing con¬
sisted of $26,620,000 0.85% cori-!
solidated debentures dated Mardt
1, 1945, due Dec. 1, 1945. The
issue was placed at par. Of the
proceeds, $17,950,000 was used to
retire a like amount of debentures
due March 1, 1945, and $8,670,000
was for new money purposes. As
of March 1, 1945, the total amotiht
of debentures outstanding was
$281,460,000. 1

Announcing the formation of
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PACIFIC NORTHWEST

COMPANY

as a merger of the Investment business and personnel of

ferris 6- hardgrove
ESTABLISHED 1913

h and
■

drumheller, ehrlichman company
. . . - r : ESTABLISHED 1921
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SEATTLE ; SPOKANE PORTLAND TACOMA
ABERDEEN YAKIMA EUGENE

CAPITAL AND SURPLUS IN EXCESS OF $600,000

Effective March I, 1943 "i
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lliilMutual Funds
Income Selection

"Even in normal times," writes National Securities & Research
Corp., in a current memorandum on National Income Funds, "the
importance of careful investment selection cannot be overempha¬
sized. . . . But today the steady pressure of financial forces is placing
an even more than normally important premium upon investment
^election designed to maintain income."*

A long-term chart showing stocks t
and bond yields from 1900 to date
emphasizes the difficulty of main¬
taining income in security invest¬
ments. The indicated current in¬
come rate on the five National
Income Series is given as follows:

• Indicated

National Securities Series— Rate
Bond Series— ——- 4.y%
Xow-priced Bond Series— 5.3
Preferred Stock Series 6.5
Stock Series , J— 6.0 !
Income Series —.— 6.3

Quoting the Authorities
A unique and effective piece of

sales literature is the large dis¬
play folder published by W. L.
Morgan & Co. in behalf of Wel¬
lington Fund. Entitled, "What In¬
dependent Investment Authorities
Think of Wellington Fund," the
folder presents opinions and per¬
formance comparisons published
by four independent authorities—
Barron's, Arthur Wiesenberger &
Co., Fitch Investors Service and
American Institute for Economic
Research. The excellent record of
Wellington Fund is recognized by
each of these sources. f

Gold Stocks

. With public attention again be¬
ing focused on gold mining shares,
Distributors Group has issued a
revised edition of its folder on
Mining Shares of Group Securi-

Railroad Stock

Shares
A Class of Group Securities, Inc.

Prospectus on Request -

DISTRIBUTORS

GROUP, Incorporated
63 WALL ST. • NEW YORK 5, N. Y.'

Securities Series
. v;
Prospectuses upon request

National Securities &
Research Corporation

120 BROADWAY, NEW YORK, (5)
LOS ANGELES, 634 S. Spring St., (14)
BOSTON, 10 Post Office Square (9)
CHICAGO, 208 So. La Salle St. (4)

■' t

Keystone
Custodian

Eun
Prospectus map be obtained,

from pour local investment dealer or

The Keystone Corporation
of Boston \

£0 Congress (Street, Boston 9, Mass.

ties, Inc. This folder contains a
chart which shows that the Dow-
Jones Industrial Average has re¬
covered to approximately its pre¬
war level.

"But to reach their pre-war

level, the gold stocks as a group
would still have to advance
-nearly 40%!"
The folder then goes on to dis¬

cuss in considerable detail "why
gold stocks are good 'peace' in¬
vestments"

New Homes

"Millions of people want new
homes . , . the materials will be
made by the building supply in¬
dustry," writes Hugh W. Long &
Co. in a new and graphically il¬
lustrated brochure on the Build¬
ing Supply Industry Series of
New York Stocks. •

The folder contains a chart giv¬
ing authoritative estimates of the
number of new home units to be
built after the war, compared with
construction in past years. This
chart indicates that people best
informed in the building industry
expect a home-building boom un¬
surpassed in American history.
"If the post-war decade is to

witness an all-time high in con¬
struction of new dwelling units,
then it should also witness new

[ Shares of Capital Stock of
V'Vv.... %Z/k a . v-*/\

highs in sales of building sup¬

plies." / /;././;•/}/
Business After Germany's Defeat
"In appraising the effect upon

business of the ending of the war
in Europe," writes Keystone Corp.
in the current issue of Keynotes,
"there are three factors to be con¬
sidered." These factors are listed
as: :■

1. We still have a major war to
fight in the Pacific.

2. Deferred demand for civilian
goods is increasing enormously.

3. People will have the money
to buy these products when they
are available.

"In the light of these facts, it
is difficult to visualize anything
but a high level of business ac¬

tivity not only for the duration
of the Pacific War but also for
several years thereafter."

Two New Open-End Companies
Investors Syndicate recently

filed incorporation articles in Ne¬
vada providing for the formation!
of two new open-end investment
companies.
The first, a common stock fund,

is to be known as Investors Stock
Fund, Inc., and the other, whose
portfolio will be made up pri¬
marily of investment grade pre¬
ferred stocks and bonds, is called
Investors Selective Fund, Inc.

Bonds and ACES

Lord, Abbett has released new
folders on Union Bond Fund A
and Union Bond Fund B. They
are entitled, "An Investment in
Good Grade Bonds" and "A Di¬
versified Investment in Bonds,"
respectively. Both folders are ex¬
cellent in their presentation of
these two funds, making ; avail¬
able at a glance the basic facts
which should be of greatest inter¬
est to bond investors.
A new booklet, entitled "Lever¬

age—An Extra Factor for Your
Investment," is equally effective
in presenting the main feaetures
of Affiliated Fund. The current
"leverage" in this fund gives each
$1,000 invested in ACES common
stock the investment potential of

£1,60$
13 Times in 34 Months
Making the obvious*" but still

frequently overlooked point that
"a security dealer must be paid
for his services just the same as
a grocer, a farmer or a steel-mill
worker." Selected Investment Co.
reports in the current issue of
Selections that the "load" repre¬
sented in the offering price of
Selected American Shares has
been "made up" 13 times in the
last 34 months.
"There are many who believe

that the period of rising markets
has scarcely started, that with due
allowance for periodic corrections
one may anticipate rising prices
for a considerable distance ahead.
If that proves to be the case, the
question of cost of acquisition will
be of minor consequence."

Post-War Outlook.
Broad Street Sales Corp.'s cur¬

rent Letter discusses the "power¬
ful money pressure" and asks
"where is the inflationary money?"
Individual savings, the bulletin
points out, have increased $120
billion since 1940, or a total of
$3,260 per family. In the same
period individual .holdings of
Government bonds have increased
$45 billion, or $1,223 per family,
representing a net increase in the

Its*
(( I

WELLINGTON
FUND

Prospectus of Incorporated
Investors may be obtained
from investment dealers or

THE PARKER CORPORATION
ONE COURT STREET

BOSTON. MASSACHUSETTS

Incorporated 1928

Prospectus may be obtained
through your investment dealer

or from the distributor,
220 Real Estate Trust Building • Phila. 7, Pa.

liquid savings of individuals of
$4,483 per family.
In a companion folder, the rec¬

ord of Broad Street Investing
Corp. is given. This record covers
a 15-year period and among other
things reveals that the "asset value
of Broad Street increased 15.4%
between Jan. 1, 1930 and Dec. 31,
1944, while fn the same period the
Dow-Jones Industrial Average
showed a net decline of 38.7%.
In addition, Broad Street paid reg¬
ular quarterly dividends through¬
out this entire 15-year period for
a total of $14.84 distributed from
income as against a liquidating
value of $31.16 per share at the
end of the period.

Rails and Steels

Distributors Group continues to
point out the undervaluation in
the heavy industry stocks, par¬

ticularly the rails arid the steels.
Last week's mailingf; included a
Railroad News with a chart from

"Railway Age," showing that rail¬
road stocks are still lbwer in mar¬

ket value than in 193|, when gross
was 33% and net 43% less than at
present, %
"-"The mailing on jSteel Shares
included two up-to|date folders
on this group and Steel News,
"What About Stejfv After the
War?" q u o t i n g Alexander D.
Noyes in the New York "Times."
Mr. Noyes asks the question: What
will be done with this increased

capacity when the war demand is
over?—and finds the answer in
the sequel to the other European
War.

"The United Steel Corpora¬
tion alone increased its produc¬
tive capacity 41%% in that war;
yet the company's 5% common
stock dividend remained for
10 years at the pre-war rate,
With an occasional 'extra divi¬
dend in the /twenties."

Boston Fund

Net assets of Boston Fund in¬
creased more than $2,130,000 to
$13,900,965 in the fiscal year ended
Jan. 1, 1945.

Spree

/Lord, Abbett, in the current is¬
sue of Abstracts, sounds a note of
caution with respect to low-priced
stocks which have, advanced so
Spectacularly over the past two
years. A way to buy securities
selling for less than $10 per share
and yet have your money invested
id the best quality,fhigher-priced
issues is to purchase mutual fund
shares. The offering price of
American Business Shares, for ex¬
ample, is around $4 per share, and
yet the average price of portfolio
issues is $35 for the common
Stocks and $86 for the preferreds
and $90 for the bonds.

More About Trust Investments

The continuing, even accelerat¬
ing, trend toward increasing the
common stock portion of trust
investments is discussed in the
current memorandum on Welling¬
ton Fund. A table showing dis¬
tribution of investments among
college endowments of over $15,-
000,000 reveals that since 1929 the
common stock portion of these
funds has been increased on aver¬

age from 9.9% of ther total port¬
folio to over 31%.: /

Rubber Industry
Calvin Bullock, in the February

issue of Perspective, presents a
careful and detailed analysis of
the rubber industry. The conclu-

REPUBLIC

INVESTORS

FUND Inc.

Founded 1032

W. R. BOLL MANAGEMENT CO., INC.
Distributors

15 William St., New York 5

Stockholder Defined
As Registered Owner
The State Supreme Court at

Wilmington, Del., in a case in¬
volving a merger, has ruled that
the registered owner, and not the
beneficial owner of shares en¬

dorsed/in blank, is/the actual
stockholder in a Delaware corpo¬

ration, according to a special dis¬
patch to the New York "Times"
from that city. This decision re¬

verses the decision of the Court of

Chancery on an appeal by the Salt
Dome Oil Corporation, the surviv¬
ing company in a consolidation.
The dispatch further added: '

The Salt Dome Oil Corporation
had refused to appoint an ap¬

praiser for several thousand
shares of stock on the ground that
the complainants were not stock¬
holders entitled tc/ demand ap¬

praisement and payment. The
complainants were beneficial own¬
ers of shares of bothmerging com¬

panies and had objected to the
merger.

In his opinion Chief Justice
Daniel J. Layton said that "the
record

, owner may be but the
nominal owner and, technically, a
trustee for the holder of the cer¬

tificate, but legally he is still a
stockholder and may be treated as

the owner by the corporation." ;

Corporation lawyers at Wil¬
mington said that henceforth the I
term "stockholder" used in Dela-I
ware statutory law means the reg-!
istered stockholder, unless other- ;
wise specified, and that corpora- j
tions do not have to recognize;
holders of certificates in "street!
name" as stockholders. They said I,
the decision has far-reaching im-j
plications yet to be realized. One)
forecast was that the decision)
would be a deterrent to keeping;
stock in street names.

R. S. Richards Dead
Ralph S. Richards, senior part¬

ner of Kay, Richards & Co.,"Union
Trust Building, Pittsburgh, Pa.,
and a former president of the
Pittsburgh Stock Exchange, died
of pneumonia after an illness of
two weeks. Mr. Richards was

sixty-three,

sion is highly optomistic with re¬
spect to the earnings and growth
possibilities of the rubber com¬
panies after the war.

. sR sjt * «

Mutual Fund Literature

Hugh W. Long & Co.—Revised
Prospectus on New York Stocks)
dated Feb. 16, 1945; portfolio
folder on all series of New Yorki
Stocks showing holdings as of I
Feb. 1, 4945. . . National Securi-j ]
ties & Research Corp.—Revised
portfolio folders on National Pre-I
ferred Stock Series and National
Income Series. . . . Selected Inj
vestments Co.—A new bulletin on
Investment Company shares foij
trust investment; current,issue of
"These Things Seemed Important.'!
. . . Hare's Ltd.—Current issue!
of the memorandum "Curreir
Considerations."

Dividend

Fundamental- Investors, Inc.-

Quarterly dividend No. 45 amount-^
ing to 22tf a share, payable Marck
15, 1945, to holders of record
March 1. ' ' ' T

Fundamental Investors, Inc.
The Directors of Funda¬

mental Investors, Inc., have
declared quarterly dividend
No. 45 of 22 cents per §har§
payable on Coloration's
capita* "slock March 15, 1945,
to holders of record at the
close of business on March
1, 1945. r '

r

HUGH W. LONG and COMPANY
Incorporated ft:

National Distributors j;
U6 Wall Street, New York 5, N. Y.
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Bretton Woods Proposals Will Help Exports
'

(Continued from page 931)
abroad. That ratio can be main-

stained after the war only if cur¬
rencies have reasonable stability
and if exchange restrictions are
removed.

Last Summer the best technical

experts of 44 United Nations met
at Bretton Woodsy New Hamp¬
shire, to grapple with the problem
of post-war money. They worked
on the basis of a plan that had
been ..evolvedfrom preliminary
discussions extending over • two

years. The result was agreement
on a program which provides for
£ fund to stabilize currencies and
an International Bank to help
finance reconstruction and de?
velopment.

^ _

11 The .program is the first : of a
series . of practical measures for
putting the everyday business of
the world back on; its feet and
headed, for a sounder prosperity

. than: it has ever ; known. %It is a
matter of peace and security for
the world, as well: as dollars and
cents for every businessman and
worker, every farmer and profes¬
sional man in the United States.
"To the people of Detroit, it means
a foreign market for as much as
a million cars a year, and a

jgoodly proportion of your' ma¬
chinery, metal products and
chemicals.

■

It means that if the foreign
branch of a Detroit plant makes
money, the company can get its
profits out in dollars instead of
harmonicas.

; Finally, it means that you can
carry out your plans for your
community, meet your responsi¬
bilities to those who look to you

to lead them in transforming De¬
troit from the world's mightiest
war production center into an
even bigger producer for peace.
* That adds up to a lot of mean¬
ing. Of course, the Bretton
Woods program by itself will not
bring you all these blessings. It
was not meant to. It is the first

■step in a series that must be taken
•by governments and by industry
and by labor to set the wheels
of world trade moving fast and
freely. No, Bretton Woods won't
^do the job alone. But without
"Bretton Woods, you will never get
•a chance1 to do the job at all.
!

The first proof of this is , the
relation of Bretton Woods to De¬
troit's future foreign trade. The
Monetary Fund sets ,up standards
which will, prevent discrimina¬
tion in foreign exchange practices
and help member nations keep
their currencies stable. Under
such exchange policies, an Amer¬
ican salesman can go to Belgium
and sell a $1,000 car for 40,000
francs without worrying about
cancellations because,sudden de¬

preciation has put the exchange,
value of that thousand dollars up

to 60 or 80,000 francs^arki out of
•reach of most buyers. -

Another advantage ofHhb pror

gram is: tbat;4t^prevent$/ blocked
.currencies and other discrimir
natory restrictions on where „ a
.man can buy and sell.' Without it,
.the representative of ya Detroit
.automobile company might line
.up a great many customers in,,
say, the Netherlands.i?
v, "But," they would tell, him,
;*'we c&n't get dollars under pres¬
ent exchange regulations. We can
•get francs and pounds but no dol¬
lars. We'd like American cars,
but we'll have to take French or

.English." . .< ;• « <4 - • .. .;

This is no theoretical predic¬
tion. It has happened. In the
decade before the war, exchange
controls and bilateral agreements
were aimed at this country and
lost us our market. It was

largely because of them that the
sales of American cars and trucks

went from 700,000 in 1929 to 85,-
000 in 1932, but came back only
half-way five years later. 7.
If you were an automobile

manufacturer, 7 this experience
only proved how badly you
needed a Bretton Woods program,
The combination of engineering
skill, well-paid workers and man¬
agerial organization enabled you
to produce better cars cheaper
than any other country. There¬
fore, in a world of monetary
order and stability, you would
have kept at least as much of the
market;, as you had in 1929. But;
although as many cars were made
in the world in 1937 as in 1929,
America's share went down from

85% to 76%.
The greater part of our loss was

in those countries where rigid
exchange controls discriminated
against us. They not only failed
to resume buying after recovery;
they actually bought less than in
the • depression. All the other
countries in the world bought
more. Here are some examples:
Belgium bought $26,000,000

worth of American cars in 1929,
dropped to $7,000,000 in 1932, and
came back to $21,000,000 in 1937.
Brazil's imports were $30,000,000
in 1929, $1,500,000 in, 1932 qrid
nearly $14,000,000 in 1937. Sales
of American-made cars to Eng¬
land rose from the depression low
of $3,000,000 to more than $12,-
000,000 in 1937. Germany, on the
other hand, used exchange con¬
trols against us. Purchases of
American cars amounted to $19;-
000,000 in 1929, dropped to $1,-
000,000 in 1932, and in 1937, in¬
stead of rising as the depression
waned, dropped to $385,000.
What that meant to Detroit in

jobs and profits is a matter of
painful memory. The U. S. auto¬
mobile industry at the peak of the
boom employed 471,000 workers.
There were only 257,000, many of
them at part time, on the depleted
payrolls of 1932,. but 505,000 were

working in 1937.
The 15 major producers showed

a profit of more than a billion
dollars in 1929. In 1932, they had
a net deficit of $132,000,000, but
five years later they were in. the
black to the tune of $768,000,000.
Can you now doubt that you

needed a Bretton Woods in the
twenties and thirties?

If you were the owner of a

branch plant in Germany, you
needed it even more. Because no

matter how much money the
branch made, Germany held it in
blocked funds. Our proposed
Monetary Fund prohibits block¬
ing the profits of foreign invest¬
ments;

The prosperity of the whole
country depends just as much on

foreign trade as does that of De¬
troit, although you Detroiters
With your close ties to export and
import businesses are probably
more aware of* the fact than most.

v In peacetime, about 10% of our
national production and about the
same proportion of our jobs in
industry and agriculture are cre¬
ated directly by foreign trade. A
post-war economy of full produc¬
tion and full employment will
require American exports of at
least $10,000,000,000. ,

If the Congress of the- United
States passes the Bretton Woods
legislation, world trade will be
freed., from, restrictive exchange
controls and depreciating ex-!'
change rates. In that event, the
automobile industry can look for-'
ward to a steady export market of
at least a million cars a year.

We can reach such a trade level

only if both the producing and
consuming powers of all coun¬

tries are expanded, not merely
restored to their old levels.

The International Bank for Re¬

construction and Development

provides a sound, conservative
basis for extending foreign loans
for productive purposes. The

principal business of the bank
will be to guarantee loans made

by private investors when such a

guarantee is needed to encourage
worthwhile ventures. But the
Bank: will also protect the in¬
vestor from lending too much and
the borrower from borrowing too
much.
It may seem strange that any

one should object to this program.
But some people do. Their whole
argument boils down to the criti¬
cism that it might not work.
These critics want the United
States Government to go back to
43 other sovereign states and say
that although all of our repre¬
sentatives agreed after mature de¬
liberation that the plan is sound,
a few interested people in this
country think they know better.
They know quite well that it

would be impossible to hold an¬

other conference because a mi¬

nority of one country out of 44
thinks the plan might not work.
7-1 wonder what sort of an audi¬
ence I would be addressing in
Detroit today if Ford and Winton
and Olds had looked at the first
gasoline buggies they built and
turned back to bicycles, saying:

V "It might not work."
They Were not so faint-hearted

nor so easily discouraged. They
went back and made it work.

Let us have faith in America
and Americans. I think we shall
demonstrate again the capacity
and the courage to solve the prob¬
lems of a new day.

Institutes In larch
Three institutes for instructors,

who will teach the job relations
program of the American Insti¬
tute of Banking in their home
chapters, have been planned defi¬
nitely for the present tnonth
(March) and a fourth is tenta¬
tively scheduled, according to
William C. Way, President of the
A.I.B., who is also Trust Officer
of the Central National Bank.

Cleveland, Ohio. The American
Institute of Banking is the educa¬
tional section of the American
Bankers Association. Robert C.

Rutherford, assistant to the na¬

tional secretary, will conduct the
institutes for chapter instructors
as follows:

Columbus, Ohio, February 26 to
March 2, for chapters at Akron,
Columbus, Dayton and Cincinnati,
Ohio; Charleston, W. Va., and Fort
Wayne, Ind.; Seattle, Wash., March
12 to 16, for chapters at Seattle
and Tacoma, Wash., and Portland,
Ore.; San* Francisco, Cal., March
1940*23, for chapters in that ter¬
ritory;*" Tentatively scheduled is
another institute for Dallas, Texas,
fo£ >A£xil. 2 to 6.
The institutes for job relations

instructors will be limited to ten

persons, in order that each of the
chapter instructors may be given
as, much individual instruction
and help as possible during the
intensive 4Q-hour course. The job
relations program of the American
Institute of Banking is designed to
stimulate qualities of leadership
among bank people employed in
supervisory positions, and to pro¬
vide them with practical demon¬
strations of techniques they can
use in. successfully directing the
activities of persons working in
their own bank departments.

DEALERS IX :7;;77

Province of

ALBERTA
(all issues)

120 Broadway, New York 5, N. Y.

231 So LaSalle St., Chicago 4, 111.

City of Montreal
All Issues

Bought —- Sold — Quoted

Wood, Gundy & Co.
Incorporated

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

past week, the all-important de¬
velopment was the announcement
of the new Quebec registered is¬
sue of 5-year 2s. As expecteds
this served to set the pattern of
the whole market especially in
the short and medium-tern^ ma¬

turity range. National 51s for
example, appreciated sharply td

(Continued on page 957) • '
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CANADIAN BONDS

GOVERNMENT

PROVINCIAL

MUNICIPAL

CORPORATION 7

IS.;'

i Canadian Securities
By BRUCE WILLIAMS [

Current reports tend to bear out previous intimations that
Premier Stuart Garson of Manitoba is steadily forging to the fore¬
front in the Federal political field. It is rumored that the Mainitoba
Liberal leader has been asked to represent, his province in th£ Gov¬
ernment, in succession to the Department of Mines and Resources!
Minister Crerar, and that it might be the intention of Premier
Mackenzie King, now in his sev-^
enties, to groom Mr. Garson as

his eventual successor to the lead¬

ership of the Liberal party.
Such a choice would be in no

way remarkable when considera¬
tion is given to alternative selec¬
tions. The Manitoba Premier has
demonstrated recently by his
forthright enunciation of policy
on Dominion matters that he is a

natural leader with a profound
insight into matters of true na¬

tional importance. . His public
chiding of Premier Drew, follow¬
ing the latter's condemnation of
the Family Allowances Act, was
a masterly exposition of practical
economics. His strong advocacy
of the necessity of the implemen¬
tation of the salient recommenda¬
tions of the Sirois Report evi¬
dences his grasp of fundamental
Dominion issues. His clear con¬

demnation of "pressure blocs" at
the forthcoming Dominion Pro¬
vincial Conference mark him as a

statesman of the highest order.
Last, but not least, is his cap¬

able direction of the affairs of
his own province. In face of the
formidable difficulties which

confronted the prairie provinces
during the depression era of the
early thirties, Manitoba alone
stood firm, and the Garson Ad¬
ministration by sound financial
practice and shrewdly planned
diversification of the provincial
economy has raised the status of
Manitoba to the level of the

leading provinces.

A curious sidelight on this
achievement is the fact that the

accepted credit rating of Manitoba
in this country still places this
province in the same category as

Saskatchewan, when the per cap¬
ita debt is now, excepting Prince
Edward Island with no external

debt, the second lowest in the
Dominion, and the tremendous
growth in industrial activity has
taken Manitoba Out of the ranks

of the "prairie provinces." The
inherent strength of the credit
standing of Manitoba, however, is
generally recfl>gnized in informed
bond circles, and it is only a ques¬
tion of time before the obligations
of this province will be generally
rated as equal in status to those
of the comparable provinces of
New Brunswick and Nova Scotia.

Turning to the market) for the

CANADIAN STOCKS

A.E.AMES&CO,
.. . INCORPORATED

. V'L.- A; . •; '.i "t ' ^ -

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

RECTOR 2-7231 NY-M048:

CANADIAN

STOCKS

Bought-—Sold—-Quoted

CHARLES KING & CO.
Members Toronto Stock Exchange

61 Broadway, New York 6,N.Y.

WHitehall 4-8980

Taylor, Deale & Company
64 WALL STREET, NEW YORK 5

WHitehall 3-1874

% 7 '
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Pacific Coast

■ Securities •

J 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 S, N. Y.
COrtlandt 7-4150 Teletype NY 1-928
Private Wires to Principal Offices
San Francisco — Santa Barbara

Monterey — Oakland — Sacramento
'. .... ' Fresno

Tomorrow's Markets
Walter Whyte

•fSays-—llllii
Eumors of increased specula¬
tive ; taxes bends market
^own just as it hits 160. Main
trend still up but dip to 155-
.156 possible. - ^

: ; By WALTER WHYTE ,

f If it isn't one thing it's an¬
other. For weeks the market
;has been fighting the old
highs at approximately 160 in
the Dow industrial. *'There
were days when it looked
ilike nothing short of dyna¬
mite could get it through the

1 important obstacle. • Having
finally managed " to hit it,
market gave all indications of
going straight through to the
clouds. But, as I started to
say, if it isn't one thing it's
another. For, along came a
new plan from on high. ' ;

This new plan involves big-
. ger; and better taxes. Not on
•{ corporations or individual in-
i comes; on stock: market
profits.

! The subject was brought up
'first by Marriner S. Eccles
before a Senate committee.

'

Henry S. Morgenthau, Jr.,
'Treasury head, had the same
ridea and the fat was in the
Tire. Both gentlemen gave
what they undoubtedly be¬
lieve are excellent reasons for
the additional bite. Both ap¬

parently agree that specula¬
tion is okay, but they say it

7: encourages inflation. So ergo
—let's tax speculation.

■ '

. V :;v;77;./

Whether or not the sugges¬
tions of Messrs. Eccles and

Morgenthau will go further
than the present talk is hard
to say. Yet if what has come
out of Washington in the re¬
cent past is any barometer
then the chances are the talk
will develop into more than
rumor.

* * sjs *

Now what will the market
do in the face of a new tax
on speculative profits? Well,
the first effect you have al¬
ready seen. The opinions
alone were enough to make

. the market turn down. But
(Continued on page 957)

Guide Posts for Judging Stock Market Ahead
/ (Continued from page 930)/■„
the spinning machine, the sewing
machine and the cotton gin; the
reaper; electricity; the telegraph
and the telephone. Opportunities
were abunda nt. Tremendous
growth prospects were ahead. It
should have been easy for the
Astors, the Vanderbilts and the
Rockefellers to build great for¬
tunes. .'' : .7/:7 ■/; i'' • t
In reality, during the tender

part of this period in particular,
strikes and labor demonstrations
were often volcanic in character.
There surged a torrent of revolu¬
tionary theories, largely brought
from the Old World. Soap box
orators tried to sell Utopian so¬
cialism. Radical beliefs kept the
industrial sections of the country
in constant unrest. Into this scene
came a popular British thinker,
Robert Owen, making Mr. Keynes
a second. - He had money and lec¬
tured and debated throughout the
Nation, trying to convert youthful
America to socialism. One of his
debates that I' have record ol
lasted 8 days. The newspapers
gave him and similar thinkers the
front page.: On at least one occa-;
sion, Mr. Owen was invited to ad¬
dress a joint session of the Con¬
gress, attended by the President
most-of his Cabinet and the Jus¬
tices of the Supreme Court. • Com¬
munism was given a national
hearing.,; Over 200 communistic
and socialistic societies were or¬

ganized. • - ' *..
I wager that those confused

today would have been equally as
confused .during those days of
golden opportunity. Looking back
we see accomplishment and suc¬
cess. ...But when we place our¬
selves realistically into the past,
we see a people working to over¬
come problems, proving soap box
orators wrong, and exploiting the
opportunities that' were created.
We should today look ahead with
the courage of those who suc¬
ceeded before, believing that the
times may be no more uncertain/
and that the relative opportunities
may be as great.- V ■»

Avoid Static Thinking

Static thinking must be elimi¬
nated if we want to reason prof¬
itably. This is a day when most
Civilian activities are frozen, sta¬
bilized, regulated- and whatnot.
This tends to breed static thinking
toward the stock market. Prob¬
ably the most unprofitable of the
static concepts during recent years
has been that the end of the Euro¬
pean war will cause a decline in
business, therefore, a decline in
stock prices, and hence, the in¬
vestor should be cautious. Actu¬

ally, we have come to what ap¬
pears the closing act of the Euro¬
pean war with Government of¬
ficials trying to talk down the
stock market. I doubt .if there has
ever been a three-year period so
filled with dynamic influences
upon stock prices as we have seen
since 1942.

Fear of War Eliminated

Early 1942 found the investor
overwhelmed with fear. He
feared the war. HeTeared that we

might lose and that Germany,
Italy and Japan might soon domi¬
nate the world. He feared some

of the things the managers of our
domestic economy might do under
stress of the war emergency.

Gradually the fear subsided. For¬
tunately the Congress exercised
some restraint. The enemies were
not strong enough to exploit fully
their initial victories. It soon be¬
came apparent that we would not
lose. Notwithstanding much fum¬
bling and unnecessary disturb¬
ances to our economy, our armed
might rapidly grew. By the
Spring of 1943 the earlier fears
had vanished and there devel¬

oped confidence in the victorious
outcome of the war. This was a

complete cycle of investment
thinking, as realistic a market in¬
fluence as, if business had varied
from bad to good. It was reflected
by a rise in the Dow Jones Indus¬

trial Average from below 100 to
about' 145. / //,. ,7' 7/
17 Fear of Peace Eliminated 7
/ Battlefront successes caused a

premature feeling during the
summer of 1943 that victory in
Europe might be close at hand.
A new dominating fear quickly
blighted the investor—fear of
peace. Many, forgetting: the in¬
tensity of concern during the early
months of the war, feared that
winning the peace might actually
prove more difficult than winning
the war. In those days of con¬
fusion and: fear the Baruch-Han-
cock report was prepared. The
spirit of this report inspired con¬
fidence in the ultimate ability to
overcome future problems. Never¬
theless these men had to conclude
that "Our country's position today
is such that if the war terminated
suddenly most of the factories in
this country would be shut and
there would be unemployment of
the worst kind." There was real
substance to the fear. The Dow-
Jones Industrial Average receded
to about 130.' < - .

Again things began to change.
This commendable report, dedi¬
cated to reestablishing a strong,
vigorous "free enterprise" econ¬
omy, was accepted as the Bible
for Post-War Planning. Much of
the defeatist philosophy of earlier
Washington planners was dis¬
carded. Congress passed, most of
the. necessary legislation, and
agencies were reorganized or cre¬
ated to make preparations for the
ultimate reconversion. As of Jan.
1, 1945, the Director of War Man¬
power and Reconversion submit¬
ted his first report; In this he
stated: "I believe that all admin¬
istrative actions which pave the
way to orderly transitions from
war to peace and which are feas¬
ible at this time have been taken.
/> v . We are - in a position to
move quickly. We are ready to
put into effect the policies, pro¬
cedures and plans that have al¬
ready been formulated. . Dur¬
ing the period of a one-front war,
the drop in war production will be
offset, after a brief interval, by
the reestablishment of peacetime
manufacturing." , , r, -

I am sure we can safely assume

that industry has made propor¬
tionate progress., The recent step¬
ping up of armament production
has put reconversion efforts more
into the background but this has
affected actual reconversion more

than pre-reconversion planning.
The fear of peace is giving away
to reserved confidence.

Confidence Increases Prices

This is another cycle of invest¬
ment thinking, again as realistic
a market influence as if business
had varied from bad to good. I
think it is proper to reason that
as the replacement of the fear
of war with confidence in victory,
and concurrent developments, lift
the base of support for the Dow-
Jones Industrial Average from
about 100 to 130, the replacement
of the fear of peace with confi¬
dence in the future, and concur¬

rent developments, lift the range
of support to somewhere between
150-160. These two cycles of in¬
vestment thinking are the primary
causes of the three year advance
in the stock market. Other in¬
fluences have been of definitely
secondary importance, and sound
thinkers in New York, Philadel¬
phia, and Washington should un¬
derstand itCcV.77; 777';:;:.:7;/
Current Prices Supported by

Earnings and Dividends

There are other grounds for ac¬
cepting this support range. Earn¬
ings and dividends for industry
generally are frozen under cur¬
rent circumstances. In terms of
the Dow-Jones Industrial Aver¬

age, earnings are running at about
$10 per share and dividends at
about $6.50 per share. But, while
the1 level of earnings and divi¬

dends is static, it should be recog¬
nized that the influence of earn¬

ings ana dividends upon the mar¬
ket is dynamic;' If the market is
abnormally low against the cur¬
rent level of earnings and divi¬
dends, the very maintenance of
that level of earnings and divi¬
dends will exert an upside pull.
This can be as real as if earnings
and dividends were actually in an

uptrend. 77 ; 7/"
It is my opinion that the cur¬

rent level of earnings and divi¬
dends, the level likely to prevail
during the one-war stage, and the
minimum probable post-war level
after a transitory readjustment,
conservatively support the market
up to recent prices. If downside
influences come into dominance
their effect/Upon prices will be
moderated and within a reason¬

able time offset by the upward
pull of earnings and dividends
created when stock prices are be¬
low present levels. 7 *

Market Prospects Improved
The stock market was in a pe¬

riod of readjustment from July
into 'September last year.'. The
market was thoroughly tested
during this period against a pros¬

pect of early victory in Europe.
If you remember, victory was al¬
most taken for granted and not
only by the meagerly informed
investor. The downward reac¬

tion was completed at moderately
below 7145 Dow-Jones. There is
tangible evidence indicating that
the level of support has risen
since then. " ; < • •

On Sept. 11, Douglas Aircraft
announced the signing of an order
for the post-war delivery of planes
with a value of about $50 million.
It was also made known at that
time that substantial additional
orders were on the books and in
the offing. On Oct. 3, and again on
Oct. 28, other substantial orders
were announced. This dramatically
altered the attitude toward the air¬
frame stocks. The fear that there
would be overpowering difficul¬
ties when the large war contracts
were cancelled and that the stocks
were of doubtful value, notwith¬
standing their growing financial
strength, was displaced by a pros¬

pect of peace business that would
provide satisfactory earnings. It
is obvious that the position of this
industry has improved in the in¬
vestor's eye and that these stocks
will not react to the levels pre¬

vailing shortly before the flow of
peacetime orders.
During the market readjust¬

ment culminated in September,
steel stocks were under consider¬
able pressure. It was known that
wages would soon be increased.
There was no evidence that these
companies would be granted any
price adjustments. Just before
Christmas it was made known
that the O.P.A. would soon an¬

nounce an adjustment in prices.
The adjustments granted were
moderate and were made after a

cost analysis that gave no recog¬
nition to the increased labor cost
from the latest wage increases.
This justified the expectation that
there ultimately would be further
price adjustments. As a result,
the investor's attitude toward the
steel stocks improved. It was a

tangible development of conse¬
quence in the market and it sug¬
gests that steel stocks are unlikely
to decline to the level they were
in September.
The copper stocks were under

pressure during the downward re¬
adjustment from July into Sep¬
tember last year in a large part
because\of fears over the inven¬
tories tn%t would be on hand at
the war's end. Subsequently, the
"Surplus Property Act" became
law. The stocks had been driven
down to conservative prices under
unfavorable conditions and re¬

sponded favorably to this devel¬
opment. This was a change of con¬
sequence in the market. It is un¬

likely that the same degree of
fear regarding the .post-war: out? <
look for the copper stocks will
again develop. » •

: This same trend toward support
at higher prices in these indus¬
tries has been true with stocks in
general. To consider but one ap¬
proach: During last year's mar¬
ket readjustment there was gen¬
eral discussion about the cut-back
in war production following V-E
Day, It,was reported that plans
were being, made to cut back at
least 40%, and some informed and
influential individuals talked in
terms of a possible cut-back of
70%. Such a sharp and substan¬
tial cut-back suggested difficult
problems. Subsequently, the
whole outlook has been reap¬

praised. It is generally expected
now that following the end of the
European war the cutbacks will
be much less. This supports an

expectation, that the decline in
business following V-E Day will
be less than thought likely a few
months ago and that we will con¬
tinue; in a war boom. (In fact, a
sober analysis even on the basis
of such substantial cutbacks as

talked about, last September
would lead one to believe that
business would continue at an ac¬

tive level. ; 7;7'-::7-.;7^:7; 7 7/H/'/y
:Therefore,- on the basis of this
approach alone, I would now ac?
cept the level of support to be
above the level of last Fall, and
probably up to at least the lower
part of the 150-160 range that has
prevailed since mid-December. :

• Higher Prices Possible
*

This leads logically to a consid¬
eration of where this phase of the
major uptrend market is going. If
replacing the fear of peace with
confidence means as much to the
stock ( market as the elimination
of the fear of the outcome of the
war, the market could approach
175 Dow-Jones. By itself this is
not a very dependable observa?
tion. :However, it has more sub--
stance than at first appears. While
these two investment cycles have
controlled the profile of the mar¬

ket, there have been at work a
melody of lesser important influ¬
ences which have worked toward
higher prices. These include the
growing backlog of deferred de¬
mand, the development of new
and better postwar products which
alone justify an anxious desire for
peace, the building up of corpo¬
rate and individual spendable
funds, pressure within the mar¬
kets of funds seeking investment,
and many other factors generally
talked about.
A statistical appraisal of earn¬

ings and dividends gives us a
guide as to the level to which the
stock market might reasonably
appreciate. Before using the re¬
ported figures we must make ad¬
justments or else they will be de¬
ceptive. Some companies have
war inflated earnings, and to that
extent the rate of capitalization
should be lowered. Bethlehem
Steel and United Aircraft would
be earning less and paying smaller
dividends were it not for the war
stimulus. On the other hand,
American Can and American To¬
bacco would be doing better under
normal conditions. Checking each
of the companies in the Dow-
Jones Industrial Average, I be¬
lieve that adjusted average earn¬

ings of $9.50 and dividends of
$6.25 is reasonable.
The times earnings ratio that

can be used for valuating the mar¬
ket is influenced not only by the
general outlook but also by the
actual level of earnings and the
prevailing rate of return on
capital. Following 1929 and
through 1934 the market sold at
high times earnings ratios largely
because of low earnings. During
1935, earnings on the Dow-Jones
Industrial Average were $6.95 and
the market at its high for the year
sold at 21 times these earnings.
It would be deceptive to use this
ratio, however. Earnings were in
an uptrend during the year and
as the high price for the year was
made in November, the prevailing
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rate of earnings at that time was
above the level reported for the
year. A times earnings ratio of
17 would be more realistic. An¬
other way of checking this figure
is to compare the average price
for the year with the year's earn¬

ings. This also gives a ratio of
about 17. The actual high times
earnings ratio for 1936 was 19. If
we make the same adjustment as
we did for 1935 we arrive at a

typical figure of 16. 1937 and
1938 were such abnormal years
that they cannot be studied for
this purpose, and subsequent years
have been influenced by war con¬
ditions.

Allowing for the added uncer¬
tainties due to the war economy,
and war-end problems, I believe
it would be unreasonable to use a

lower figure than 15 times earn¬

ings, before allowance for the
lower rate of return on capital,
The market did not sell this low
in relationship to current earn¬

ings, except for a few weeks dur¬
ing the decline in 1937, from the
inception of the New Deal guinea
pig days until the threat of war in
1939. The yield on investment
grade bonds was about 30% high¬
er during the years 1935 and 1936
than it is today. The change in
bond yields and the general mone¬
tary background should be al¬
lowed for, in my judgment, by
increasing this times earnings
ratio by 20% or to 18. Applying
this ratio to the adjusted earnings
of $9.50 suggests a reasonable up¬
side level with current earnings
of about 170 Dow-Jones.

During 1935 stocks at their high
for the year yielded 15% more
than investment grade bonds. The
figure for 1936 was plus 25%.
During 1937 and prior to the be¬
ginning of the bear market the
maximum yield on stocks was

35% in excess of the yield on in¬
vestment grade bonds. Stock
yields were inflated moderately
during these two years because of
the undistributed profits tax. It
is my opinion that a condition of
confidence could Justify stocks
selling to yield one-third in ex¬
cess of bond yields. This would
mean stock yields of about 3J/2%.
Valuating the adjusted dividend
of $6.25 on this basis suggests a
reasonable range of 175 to 180
Dow-Jones.

I believe that on the basis of
these statistical figures we can
make the following conclusions
about the appreciation possibili¬
ties of the stock market. The
Dow-Jones Industrial Average
could appreciate to a range of 170
to 180 and only reflect a full re¬
storation of confidence in the cur¬

rent level of earnings and divi¬
dends. The stock market could

appreciate to this range before the
frozen level of earnings and divi¬
dends would exert a downward

pull on prices. This is a range to
which the market could go before
there was danger it had gone to
an extreme in relation to current

conditions, or was "inflated" or

selling on hopes of better times
ahead.

New Credit Era

In formulating investment pol¬
icy appropriate to these dynamic
times, we must give proper weight
to the underlying philosophy of
official post-war planning. The
foreigner's dream of America as a

wonderful garden with magnifi¬
cent trees bearing golden apples,
is to come true, if the plans work.
We are told that any policy of de¬
flating the war-inflated boom is
"dead, buried and damned." Our
motto is full employment and
maximum utilization of our pro¬
ductive resources. Significantly,
it is the Government's monetary
leaders who are among themew
wise men. They seem to believe
that they have discovered the
fountain of everlasting prosper¬
ity, and we are to glide into a new
era on credit. '' X
In the latest issue of the F. R. B.

Bulletin, E. A. Goldenweiser,
Chief economic adviser to the

Board, proposes a post-war gov¬
ernment guarantee of a job for
every person able and willing to

work, as well as: a guaranteed
minimum living standard. This
would assure consumer purchas¬
ing power and good business. Ob¬
taining the necessary funds would
be simple. The Treasury Depart¬
ment would pay by check any
amounts needed. Of course, the
Treasury Department has no

money, but the funds can easily
be borrowed from the banks
who would "create" the money.
It is as easy as that. All the
Treasury Department does is
print bonds. These are delivered
to the banks, their assets are in¬
creased by like amount and they
pay for them in deposits. This
gives the Treasury Department
the bank accounts to draw checks

against.
Our Secretary of Treasury, Mr.

Morgenthau, who should be the
number one expert on our ability
to do this, since he has borrowed
more money for Uncle Sam than
all the previous / Secretaries of
the Treasury combined, is most
strongly in favor of this policy.
He says we can have our eco¬

nomic cake and eat it too. In a

recent report to Congress, Mr.
Morgenthau said that there is "no
question of the ability of this
country to service the large public
debt." The payment of interest
is a "transfer operatioin by which
the amount of interest is collected
from taxpayers and paid to the
holders of the debt, who are also
numbered among the taxpayers."
Consistent with this New Era

thinking is the new concept of
economic stability. Mr. Morgen¬
thau says that "continued low in¬
terest rates will be a major con¬
tribution to economic stability and
the maintenance of full employ¬
ment after the war, for low in¬
terest rates stimulate business and

encourage new enterprise." Eco¬
nomic stability is to be achieved
by eliminating the phases of con¬
traction and adjustment and mak¬
ing permanent the credit stimulus.
The lessons of the 1920's have
been forgotten, and plans are be¬
ing made to outdo on a staggering
scale the fatal mistake of that
period.

A Modern Tower of Babel

It all reminds me of the story
of the Tower of Babel told in the
Old Testament. Their leaders sold
the people a fantastic plan for
success. All they would need to
do is build a tower up to heaven,
and then the people could walk
into the very parlor of the Lord.
Sinners and Saints alike could
walk into'eternal paradise. No
longer would all have to pay the
price of being good to achieve
that reward. As you remember,
they worked on the Tower. It
brought upon them the wrath of
the Lord, and He confounded
them. If we pursue to a conclu¬
sion this new philosophy for eter¬
nally good business, as fickle and
unrealistic as this plan of long
ago, the ultimate wrath of eco¬

nomic readjustment will leave us

dumbfounded. However, as prac¬
tical investors, we must correctly
appraise the effects of the build¬
ing and the subsequent destruc¬
tion of this dangerous Tower of
Credit.

Federal Reserve Board's Tactics

The building phase that we are
in will see many, befuddling ex¬

periences. Just now military tac¬
tics are being used to confuse the
public. Friday, Feb. 2, the Fed¬
eral Reserve Board raised the

margin requirements for purchas¬
ing stocks from 40%. to 50%. Its
purpose was difficult to under¬
stand at that time. However, it
soon appeared that this was a

smoke-screen to cover the bring¬
ing forward of heavy inflation
artillery.' A few days later legis¬
lation was proDosed to r»ise the
public debt limit from $260 billion
to $300 billion, about 7 times the
prewar level.

On Wednesday, Feb. 21, the
Senate Banking and Currency
Committee held a hearing on pro¬
posed legislation to reduce the
toOiu reserve requirements for

Federal Reserve motes and de¬
posits to 25%. This should be
enough for all foreseeable con¬

tingencies, as it would permit an
approximate doubling of the cur¬

rency supply and bank deposits.
Again a smoke-screen was quickly
enacted and it diverted attention.
Mr. Eccles at the hearing proposed
heavy taxes on capital gains and
this attracted more attention than
the primary business of the Com¬
mittee. J:;: y;! I W:;J,7;:j J • //'/

/Inflation Not Measured by
/ Price Rise

One of the most dangerous con¬

cepts told the public is that the
degree of inflation can be meas¬

ured by the rise in prices. Un¬
fortunately this concept is accept¬
ed in many circles that should
know better. It leads to all man¬
ner of absurd proposals and of¬
ficial acts. According to this phi¬
losophy, pouring gasoline over a

house is not dangerous unless
someone lights a match. The
Spring Floods down the Missis¬
sippi need cause no concern until
water starts pouring over the
levees. Similarly, debts are no

concern because they don't come

due until tomorrow. Undermining
the value of the dollar is not in¬

flationary so long as prices are
held in bounds. This permits the
execution of the causes of * infla¬
tion because nothing is wrong un¬
til the unavoidable effects plight
the public. This cycle has been
dramatized with respect to farm
values. After pursuing policies
resulting in a doubling of prices
for agricultural produce, and then
passing laws guaranteeing the
maintenace of high prices for two
years after the end of war, it is
discovered that returning service¬
men may have to pay inflated
prices for their farms to be bought
under "G.I." credit.

Pegging Stock Prices Would Be

Dangerous
To attempt pegging stock prices

as a means of avoiding inflation
could be a mortally dangerous
act. It would be somewhat like

attempting to alleviate the effects
of the recent severe winter
weather by sending the snow* and
ice clearing crews home and ad¬

justing- the thermometer so that
the weather couldn't register be¬
low freezing. The stock market
is a gauge of our economic tem¬

perature, like a thermometer. But
if is also a regulator helping to
steady our economy just as the
crews get the trains through.
Surely the American public has
a right to demand of the "doctors"
that they leave at least one gauge
that will record their success or

failure in administering to the
needs of our economic body!

Summary and Conclusion

1. Please don't take too seri¬

ously the specific figures that I
have used. As practical investors,
we know that any statistical ap¬
proach is only useful as a rough
guide. A proper appraisal of cur¬
rent and impending developments
is essential to avoid serious mis¬
takes, However, I believe on the
basis of both statistics and general
reasoning that:

(a) The restoration of confi¬
dence in our ability to win the
war and the peace fully justify
the rise that has taken place in
stock prices, in general, since
early 1942.

(b) Current stock prices, in
general, are soundly supported by
reported earnings and dividends,
and minimum probable earnings
and dividends in the period ahead.
(c) There is room for a worth

while additional advance in stock

prices before they reach excessive
levels, or before the frozen level
of earnings and dividends pulls
downward. In the meantime, the
available yield is relatively at¬
tractive. 1

(d) Government officials are

right when they refer to ipflation-
ivT^Trpv before Rave

the funds available for investment
remotely approached the astro-
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The Securities Salesman's Corner
By JOHN DUTTON

Old Rockm' Chair Got You?
It now looks like the sort of times are here again, when the

chair in the office is beginning to feel more comfortable. Business
is good. Customers are in a happier frame of mind. Many of them
have some substantial paper profits. It is once more a simple mat¬ter to dig up a trade or sell out something that shows a customer
a profit and suggest a reinvestment. Old customers are calling againand new customers are being recommended.

All this is nothing new to most of us. Yet, one thing of which
we are well aware, is that good times come and good times go. The
securities business ig a business of extremes: of peaks and valleys.When markets are dull, when the public is not in an investing mood,when there are real bargains around, selling securities is not the
easy job that it is today.

All this leads up to one conclusion. Probably more than anyother class of people, salesmen need to master themselves. You
have to run your own business—be your own self starter—fight offinertia. Most people are naturally lazy—when times are good, it'sthe easiest thing in the world to follow the lines of least resistanceand WARM THAT CHAIR. X

This wouldn't do any harm, if it were only possible to controllaziness. But laziness becomes a habit just as work can also become
habitual. Sometimes it's good to take a letup and a rest. A well
timed vacation can accomplish the same sort of benefits that a trained
athlete will bring about in his physical condition, when he finds outthat he has overtrained, has become stale and takes a rest. This is
something entirely different than coming into the office in the morn¬
ing, looking through the mail, making a few telephone calls, chat¬ting with the boys, putting through a trade or two, taking a leisurelylunch and calling it a day. That sort of routine can quickly developinto a rut that kills initiative and "selling drive."

Now one of the least difficult things to do, is to write a columnlike this and tell other people what they shouldn't do. One thingwe don't like in a column, or in a sales organization, is preachingor moralizing. After all, we are all human—and salesmen are justabout the most human people that there are in this world. In fact,more of us know our own faults—most of us know where and when
we need a little "bolstering up" once in a while. But when it comesto letting up on hard work when times get a little better—THATSEEMS TO BE SOMETHING THAT NEARLY EVERYONE IN THESECURITIES BUSINESS HAS TO GUARD AGAINST DOING.There is a valid reason why this is so. After the past several yearsof trying and difficult times it is only natural to "let up" a bit.It isn't only bad business to get into lazy personal habits—it's
missing a bet.for tomorrow. None of us live for today. Hard timescome again—sooner or later. NEW ACCOUNTS PUT ON THEBOOKS TODAY, CAN HELP MAKE THINGS EASIER WHEN BUSI¬NESS WILL NOT BE SO GOOD SOME DAY IN THE FUTURE Nowis the time to see new people—get out of office—keep your tool kitof sales ability in good condition by using it, and by working GETMORE PLEASURE OUT OF YOUR JOB. // '

nomical totals of today. More
dangerous still, liquid spendable
savings of individuals are increas¬
ing each three months more than
the total rise in brokers' loans
during the three years culminat¬
ing in the 1929 stock-market-
credit-boom.

However, so long as we official¬
ly pursue the policy of building
the Tower of Credit that is sup¬
posed to lead into the New Era
of permanent prosperity, and un¬
til stock prices become excessive,
efforts to talk prices down will be
little, if any, more successful than
were the efforts a little over a

decade ago to talk prices up when
the economy was breaking down.

•(e) The background can be re¬

lied upon to occasionally carry the
market to extremes. It can antici¬
pate too far ahead, and become
over-bought. The

. time is ap¬
proaching when we should watch
for these intermediate situations
and act accordingly with the pros¬
pect for profit. In doing this we
as a professional group in the
money center of the world may do
more to maintain a sound, reason¬
able stock market than can the
"orders" of Government agencies.
(f) As the market advances to

new highs, we should not forget
that other periods of uncertainty
will materialize. After all, Henry
Morgenthau, whose radical tax
proposals probably did more than

any one thing to precipitate the
final decline in 1942, is still the
Secretary of Treasury. Henry
Wallace may soon be the Secre¬
tary of Commerce. Labor will
soon be struggling to maintain
large weekly take-homes. Ap¬
parently stock prices have ap¬
proached the "blasting" zone, and
later on restrictive measures may
be taken to which the investor
will have to adjust. It may be tru«
that fundamentally the politician
is only the shadow of the sub¬

stance, but it is also true that the

groundhog is not the only crea¬
ture sometimes frightened by the
shadow.

Finally, as we approach the pe¬
riod when war business subsides
and peacetime business is re¬

stored, we must carefully judge
the varied prospects for differenl
companies. Many companies wil
be aided materially and theii
stocks should do better than the

average. Conversely, there are

many companies that are prosper,
ous now but which are margina
high-cost- producers. They wil
again report poor earnings, unde;

peacetime^ competition and thei;
shares should be appraised care-

fully in order to avoid losses.
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Some Elements of
! Post-War American Life

(Continued from page 932)
of the elements that w±ll loom
large in post-war America, ele¬
ments the revolutionists of other
countries'have used to subjugate
their peoples. I shall touch upon
some of these elements.

; V The "Dole"
We may first name the obvious

"dole" complex,—the complex
that believes that the Government,
can and-Should support the body'
politic,.'; This, plus planned
hunger and want, to give appar¬
ent justification for the "dole,"
have been major factors with the
revolutionists of other countries.
Any clean-visioned person can
see that- if the Government is to
take care "of all the people, it
must own all the people own in
order to do it. There must be no
private property; no one must
own anything. As one Utah com¬
munist expressed it, when urged
to put in a winter's supply of
food; "Why should I? Jim Jones,
my neighbor, has plenty, and if I
run out,Hi will just go and help
myself to his. I don't intend to
suffer asHlong as anyone else has
^haythingi" This feeling will last
the war.'out and be with us in
the post-war era.

Who Are "Dolers"?

Bqt we should understand that
this post-war "dole" complex will
affec,t more than the ne'er-do-
wells; they are not the only "dol¬
ers," Eyery farmer, every indus¬
trialist, H every merchant, every
person in any walk of life who
takes a gratuity from the Govern-
pien for ,not producing, or for not
working," or for anything . un¬
earned, is just; as culpable, in
morals and in sound Government
finance,,, and in our economic
national fife, is just as much a
"doler" a£ is the man who takes
his dole of $30 or $50 or $60 per
month to pay his. heat, light, rent
and grocery bills. There is no
difference in principle between
them, 'I am told you sheep men
do not. belong in this class. 1
honestly and sincerely congratu¬
late ;you. In this you are true
Americans. You will not, on this
score at least, be part of our post¬
war problem.

Capital and Labor

Another factor that will be

present in our post-war life is an
intense hostility between capital
and . labor, with alien revolu¬
tionary labor leaders planning
and attempting to destroy free
American labor.- No one will
deny that in the past capital has
been grasping, oppressive, un¬
reasoning and unreasonable, but
this does not make wise a retalia¬
tion in kind by labor now, to the
destruction of our economic life.
Personally, I am a firm believer
in American unions, operated un¬

der our,free institutions and con¬

stitution 1 guarantees; I think
unions have a proper, and at times

lieceSsary^ function in putting
capital and labor on an equal
footing. But no real American
can approve a^d support the labor
racketeer, sabotage, force and in¬
timidation, the closed shop, and
like .un-American abuses of true
American unionism.

Plans of Revolutionists

It is. clear that aliep revolu¬
tionary leaders now plan so to
organize labor that they can take
over and onerate industry when
the exorbitant tribute they lay
upon industry no longer permits
of its private operation. Then
these foreign-born and trained
alien revolutionary leaders are to

step in and furnish the manage¬
ment. As to the methods they

may employ, we should keep in
Ihind the recent seizure of a great

merchandising operation, not by
legal process properly issuing
from a court after an impartial
hearing and served and enforced
by a sheriff or other proper peace
officer, but by a ukase from a
Government bureau which made
the law, judged the law, and then
used the United States Army to
enforce the decision. If this can
be done to a merchandising in¬
stitution, it can be done to every
industry and to every other voca¬
tional activity in the nation, in¬
cluding the. sheep business. This
seems more or less to follow the
pattern set in other countries by
these communistic revolutionists.

Strikes

There are those who believe
that today some strikes are fo¬
mented and called, and some in¬
dustrial tie-ups are brought about
under the tutelage and direction
of these alien revolutionists, for
the very purpose of forcing the
governmental taking over of
plants to keep them going, it
being the thought of the revolu¬
tionists that plants so taken over
will not be turned back to private
ownership. There will be post¬
war strikes with similar motives.

American Labor

H It must be that American-born
and reared labor do not now fully
see where all this leads, for if
they did they would halt the con¬
spiracy in its tracks. It seems
clear that this whole labor prob¬
lem, even in a more acute form,
will be in the post-war era, then
aggravated (as there is reason to
believe) by the anger and re¬
sentment of the returning soldiers
who are said to believe that labor
has "let them down" by slowing
up the production of war stocks,
and by strikes, in order to get
higher and higher wages, while
the soldiers themselves under¬
went all the hardships of the field
and imperiled their very lives,
many dying, and all for a mere
pittance in comparison with the
compensation paid to labor.

Manpower

In post-war America we shall
be faced with a lack of man¬

power for anything like a full
national economic operation. Of
course, a great depression, which
seems sure to come, will for the
time give us idle hands and soup
kitchens, with long lines of
hungry folks waiting their turn
for a bowl of soup, the Govern¬
ment then probably, being too
poor to pay for anything else, if
even for that. But we shall need
more able-bodied men than we
shall have when we begin to turn
the wheels of industry for a nor¬
mal production, to say nothing of
progressive development. In this
period of depression we may ex-
pfect those revolutionists to go
about telling to the willing ears
of the hungry how their plan will
cure and end the troubles, and to
prove their case they will point
to these present lush times, when
these poor folks had "good times"
and plenty of money. They will
fail to point out that the very

things they laud and promise to
restore—these present "good
times" and this present period of
financial riot, greed, waste and
economic demoralization — are

the very things that will have
caused the national economic
tragedy.

Will America Be "Bled White"?

And bearing on this question of
low manpower, we may note that
we have heard not a little about
other countries being "bled
white." We are not likely, at our

present casualty list rate, to
escape approaching for very long
that very condition, particularly

if we have many experiences of
losing 80 men to our allies' one.1
We seem to have, as the main
spring of our military strategy,
as viewed by some, the postulate
that since we and our allies have
more men than our enemies, we
can kill off man for man with
them and still have some men

left, so winning the war. .

Revolutionary Manpower

But the casualties will greatly
reduce our American manpower
as made up of those men who be¬
lieve in a free America under the
Constitution; but it will not seri¬
ously affect the national revolu¬
tionary manpower, for these seem,
on one account or another, to
have stayed away from the fir¬
ing lines, some by malingering
with false diseases or injuries*:
others by being in places: pro¬
tected as essential industries, or

by other means, so that the
American revolutionists will
form a very considerable part of
our national post-war manpower.
Of course they hope to become an
increasingly powerful, if not the
controlling element, in the life of
the people. I am sure they now
count upon this and some charge
them as willing to promote a
national economic debacle to
bring this about. This would
transplant Russia to the United
States. And speaking of Russia,
did you notice in the news the
other day that an official Russian
utterance declares that while a
free press is all right for the
bourgeois nations, it does not fit
into the communistic order of
things. There can be no freedom
of speech among them. Freedom
of speech kills tyranny. This
threat of a communistic control
in post-war America is not only a
threat, but is the .only real threat
to America today, to our free
Government, to our free institu¬
tions, to our constitutional guar¬
antees, to our free enterprise, to
our freedom of the press, of
speech, and of conscience. We
would better remember this.

. '' /' ' '' - 4- I '• ' -V . • >'i '

Government Employees

Another factor in, the post-w&r
days will be the reduction of State
and Federal employees. It is said
that the Federal employees alone,
notwithstanding the announced
present drastic need for men, re¬
mains at about 3,300,000, with no
real effort apparent to curtail
them by getting them into the
service. It will be interesting
some time to learn just who-these
employees are, to what groups they
belong. There is evidence to
support the charge some make
that the revolutionists have
placed their members in key
Government positions, getting
ready for the take-over when the
critical moment shall come. In
the post-war period the bulk of
these governmental employees
must be gotten out into the pro¬
duction end of our economy in¬
stead of lodging in the spending
end. In this connection it may
be noted that the United States
Bureau of the Census was re¬

ported in the press as announcing
that there were 155,000 govern¬
mental agencies—State, county,
city, township—in this country,
with 6,503,000 civilian employees.
A great part of these must be
eased back into some useful, pro¬
ductive occupation; we cannot
support and do not need that
much "paper work."

Post-War Woman-Power ^j/

Speaking of manpower, v we-
might say a word about woman-
power, for we shall face that in
post-war America. We need not
enter into a discussion- of
woman's place in the . economic
world of today, but we can say
this much: we shall have in the
post-war economy the problem of
adjusting therein those women
(and there will be considerable
numbers of them) who will prefer
business careers to motherhood
and homemaking.

The Home ;■
If we shall consider the matter,

we shall see 'clearly that our

whole civilization has been built,
in the last analysis, on the home—
father, mother, children. This is
the unit around which com¬

munity life. national life, the eco¬
nomic life, indeed the whole life
of the peoples of the world, has
been built. The family and home
were ordained of God from the
beginning. The father •> brought
the shelter, food and raiment; the
mother bore the children and,
with the father's > help, reared
them. ' The economics of the
world have been- framed and
keyed to this end. We have
cored our social/ economic and
political; lives around the sacred
hearthstone of the home, and the
building • and support of the
family. We have clustered about
the family altar our most cher¬
ished hopes, our loftiest am¬
bitions," our highest ideals, our
most sacred human relationships.
Honor, reverence, obedience, in¬
dustry, honesty, thrift, virtue,
love have been born and nur¬

tured beside the family altar.
Mother love, the nearest counter¬
part to Divine love that we know,
has burned as a holy incense on

that altar. Father, mother, son,

daughter have been the magic
key words that have unlocked the
treasure houses of our purest joys
and of our noblest achievements.
Some of us have staked our all
for the future world in the per¬

petuation of the home and its
holy associations during the
eternities that are to come. The
home has been the compass by
which humanity has held itself
along the course alotted to us by
the Creator Himself.

Children Under Communism

But the communistic revolu¬
tionists of other lands have
changed all this; under their con¬
cepts children are the property
of the State; men and.women are

merely the brood animals to beget
arid birth them; great State
tttirsdries care for them; State
schools, completely dominated,
tbain them in the doctrines and
habits and beliefs they wish them
to' have; great public dormitories
lodge them; food and clothing
come from the State; the State
determines what and how they
worship, if at all; the State tells
them when, how, and at wliat
they shall work; the State deter¬
mines how far they shall go in
any and every line of human
thought and human action.
Man's achievement is no longer
measured by his capabilities, but
by what the little group of des¬
potic overlords decide. Free
speech, free thought, free' con¬
science, free agency, are driven
out of mortal ken. And who is
the State? Not all the humans
living within its territorial lim¬
its, but a few despots that by
pillage, plunder and murder,
"liquidation," shall place them¬
selves at the head. I am not
speaking in hyperbole; I am only
in a few words setting out the
essentials of what the world in
my short lifetime has witnessed
in other lands.

Our Progress Towards
Communism ;

Let us look at our condition:
Already we have begun to move
down that trail which we follow
like dumb sheep; public nurseries
have been set up to tend the
children while the mothers work;
•this is the first ; time in our
America that women have been
called out by the State or by our
economic system into the" field
and workshops to do the manual
labor of men, as do the peasant
women of Europe; public kitchens
have been established in the
schools where the children may
be fed by the State, instead of
going home (some children are
saying: "We get better food there
than at home, why should the

+ 11 o nil tho '

proposed laws would prevent
youths '(from ) helping earn the
family livelihood and govern¬
mental .recreation has been pro¬

vided; to take the pla.ee of work;
CCC camps have been created to
take youths' thus \ State-fed,
clothed; and housed, from their

horpe . localities, mingling all
kinds and classes together and
gathering them into large camps
that we in this area have seen

become, in some cases, breeding
places for idleness, • gambling,
blasphemy, and all the cardinal
transgressions; public: gratuities
have been scattered broadcast for

doing something and; for doing
nothing; they have persuaded
many of us good old people, who
as a group make up perhaps as

much as a third of our total popu¬

lation^ that- we should be fed,
housed, and 'clothed by the State
no matter how able our children
are to provide for us, nor, in
practice, how able we are to care
for ourselves. These youths and
we old people make perhaps as
mlich as one-half our population.
Do you not see how far we are
along the revolutionary road?
No small part of our population
is already debauched. This
whole problem will be with • us
when peace comes.
In speaking of youth, I am

mindful of the old saw: "All work
and no play makes Jack a dull
boy," but I also know that all
play and no work is more than
likely to make Jack a worthless
boy. I am against what is known,
as "child labor"—no true Chris¬
tian could stand for that—but I
am for having strong, healthy-
children arid youth given some
work to do: to help mother in the
kitchen, or father on the farm or
in the store, or with the flocks
and herds, or, where the need is,
to work for others at proper work
to help support a family in dis¬
tress. >

"Social Security"

Another angle of this concept
of State support is that of so-
called social security which, un¬

der existing governmental poli¬
cies, will loom increasingly
larger in the post-war period.
Here, as elsewhere, plans are
building on the basis of .the eco¬
nomic returns of free enterprise,
whereas those same plans con¬

template the abolition of free en¬
terprise with a consequent de¬
struction of the returns that
come from it. We are going to
try to*eat our cake and yet still
have it. No one has yet suc¬

cessfully done this.

Small Business

We shall enter the post-war era
with small business in a precarious
position, if not indeed essentially
ruined. What private enterprise
is left may be largely in the
hands of the few. This would be
the pattern that would fit best
the system set up by the revolu¬
tionists in other lands. It is far
easier to bring compelling pres¬
sure on a few, easily reached in a
few communities, than on the
many, widely scattered over the
whole land. Our economic policy
of the past has been to foster
competition and build the many.
Diversification of opportunity has
been our guiding principle. But
this is changed. We shall have
this problem with us after the
war. ' ...

Maintenance and Management

And speaking of small business,
we shall, in the post-war era,
have added as a part of the prob¬
lem of its maintenance the prob¬
lem of management. During the
war the existing successful busi¬
ness management has had a con¬
stant urge to careless expenditure
and sometimes wasteful, because
of the practical capital levy, in
the higher brackets, which Gov¬
ernment has imposed in the form
of income taxes of one kind and
another. It has become a common

practice governing corporate ex¬
penditures to consider that this or
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that can be'done, whether really
necessary or not, because the
Government will pay 95% of the
costv>..;i'This. is obviously wholly
unsound, but it exercises its in¬
fluence everywhere, - j Existing
management must in this regard
reorient itself in post-war time. >

But there will be an additional
element. Men - in , our. military
service, have seen sa much care¬

lessness, extravagance, waste, and
actual needless destruction of

property (for example the Alas¬
kan scandal)' that they no longer
think in, terms of business fru¬

gality and thrift and business
care,. They have operated on a

practice of an inexhaustible sup¬
ply, that costs nothing. It will
not be easy to bring this habit
and concept under control in the
post-war business, so that man¬

agement by these men, either of
large or small businesses, can
realize the need for economy to
make even small returns. They
may well. think

f in billions while
handling,hundreds.

Post-War National Debt

I shall,merely mention one of
the'most important of the post-

_ war elements: our national post¬
war debt, That will present ' a

problem thai in mere size has
never arisen in the world before.
It has arisen in a relative propor¬
tion before, with (so far as ; I
know) one invariable answer:

bankruptcy "and financial chaos,
With all the suffering and hard-

; ships these h'aVe entailed. When
the pinch comes demands will be
made for repudiation or cancella¬
tion of the debt, or for abolition
of interest, or for partial-measures
of both sorts, which will almost
surely bring great financial dis¬
tress. \ ' 1

Inflation

As a companion problem to the
debt will be the problem of in¬
flation. So far as X, can gather,
no one, inside of outside govern¬
mental* circles^- can tell us whether
or not. .that will come; that is,
come beyond our present infla¬
tion. Patriotic men of all shades
of political belief earnestly de¬
sire^ that it may- npt get beyond
control. The alien revolutionists
would probably view radical in¬
flation with favor, as bringing
the economic chaos out of which
they expect to rise as dictators..

Survival of Private Enterprise'

Intimately connected with the
public debt, and. inflation is the
question of financing private en¬

terprise, assuming the war leaves
us with private enterprise. If the
Government continues its policy
of tax-bleeding . the people, for
money to use for all sorts, of pur¬
poses, including the financing of
private enterprises, which money
costs the Government nothing,
which it has no obligation to re¬

turn, which imposes no. burden if
it is lost or stolen, which, indeed,
can be actually burned, up or

giveri away without founding a
call • for its return, money that is
absolutely free, money, if the
Government continues to use a

part of that money to lend back
to the people, at rates which do
little more than provide a han¬
dling charge, it. is difficult to see
how private financing can live,
and, of course, the revolutionists
do not want it to live. Now the
funds for private financing come
from the, thrifty and frugal; they
are savings or profits given to the
custodian —■ bank, v investment
trust, insurance company, or what
not—for safekeeping and usually
to yield some return; they must
be returned to the owners on de¬
mand or at a time specified, and
the custodian, who is thereto a

guarantor, must' so handle the
funds that he may return them
Tinder the terms of deposit, and
must have a fund to which he can

look to meet this obligation, as
also to make good all losses; he
must meet.... the costs of his cus¬

todianship, he must build up re¬
serves against losses,, and he must

pay something v (dividends) -to
those who .underwrite his guar¬
antee (his stockholders) for their
service. ( Under these circum¬
stances it is difficult to see how

private lending, meeting these
charges, .can- long compete with
public lending, having no neces¬

sary charges; and if private lend¬
ing goes, then the public lendings
will almost surely be made, in no
small part,, on purely political
considerations. We cannot blink
this post-war.,problem. s- Private
financial institutions have lived
during the war, and partially met
this Government competition in

thejprivate lending field, only be¬
cause they have bought low-
yielding Government . securities
that bore their overhead.

•• '-7. /•••'I;'"
Post-War Regimentation

We shall come into post-war
America in substantial part regi¬
mented, and not for free industry
and life under a Government of
the liberty and the free institu-,
toins and the personal guarantees
and protection we have hereto¬
fore known and enjoyed, but
regimented ior a socialized State
and Government which deifies
the State and makes of men its
slaves.

We have gone a long distance
down this trail, too. On another
occasion I described our- progress.
Almost four years ago (eight

months before Pearl Harbor) • I
made this public statement;; v> *7

"No; thinking . personVdoubls
that our people, our nation, and
the world are now passing
through one of the great crises
of the world's history. 7We
are in the midst of a 'world¬
wide revolution, which is
wholly alien to our free institu-

. tions and is foreign in birtfi,
concept, and, directing head.
No man, of his own power, sees
the end. But the end the revo¬

lutionists seek is fairly clear; it
is the overturning of the whole
existing order, political, fi¬
nancial, economic, social, re¬

ligious, the complete destruc-
, tion of our Constitution and the
(government established under
it, and then the setting up of
some sort of despotism that

-Ehalldestroy, in allies? that technique,the free agency which the LorcT .

gave to man. The revolution¬
ists plan that this is to be
largely done during the war,
under the plea of war neces¬

sity; it is to be continued after
the war under the excuse—if
we are not then too cowed to
require an excuse—that this
new political order is necessary
that we may rehabilitate the
world. They count that then,
after a little time, the revolu¬
tion will be secure. There
seems no doubt that this is their
consc'ous, deliberate, planned
end. We have gone a long way
already down this road." ;

There is yet no need to retract
any word of that statement."

Factors Used in Regimentation
There are certain patriotic, eco¬

nomic and social factors which
have been instrumental in bring¬
ing us to where we are, and that
are common instruments of the
revolutionists of other lands.
Most of these will persist after
the war. •"'; "

Patriotic Factor J

First, there is the patriotic fac¬
tor: We must do this to win the
war! And we, not wishing to
hinder the war effort, nor to be
charged therewith, but desiring
to aid it in every way possible,
have held cur tongues and bent
our backs to every burden. lest
we should be called unpatriotic
and might really hamper the war

effort. It was known we would
do so, and that knowledge was
traded on. After the war we shall
have added to the patriotic urge,
the urge of serving suffering hu¬
manity, to put us behind foreign
relief, continuation of lend-lease,

policing the world, and other like
schemes and plans, |

Mass Inertia ,

Another instrumentality that
has been consciously used in other
lands is the well-known inertia
of a great human mass, which
leads it to endure rather than to
act. The conventional procedure
has been known and applied of
working slowly and cautiously, so
as not unduly to arouse the mass,
while it was brought under regu¬
lation after regulation to its un¬

doing. We have already seen this
at work.

Love for Ease and Idleness

Again: the inherent love of man
for the ease and idleness, plus his
greed and cupidity, have been
played upon by giving us some¬

thing for nothing, letting us live
without work. Many of us have
come to believe the world owes

us a living, whether we work or

loaf.
Mental Laziness

Man's natural mental laziness
has- been taken advantage of by
showing- us we did not need to
think or plan or worry about our
shelter, fuel, food and clothing;
the State -would take care of ps
and we could forget the anxieties
attending upon earning a liveli¬
hood. We have blithely walked
along that easy road.

Spendthrift Urge
"■ This last argument has been
enforced by telling us we could
and should spend all we had,
make no savings, because the
State would care for us. Thus
thrift and frugality were killed.
The father no longer need provide
for the wife, son and daughter;
the State would care for that; and
Wife, son and daughter should
thereafter look to the State, not
to father, for their sustenance.

Fear of Old Age Penury
Our fears that 'our old age

would find us penniless and in
want have" been played upon, arid
we have been persuaded that the
State would care for us in our old
age, we forgetting that this,would
make of the nation one, great
po'drhouse. IVe are not through

Fear of Food Shortage
At the moment our fears have

been raised that we are faced with
a shortage of all foodstuffs, so
there is fastened upon us ad¬
ditional regimentation in food.
Persons reputedly well informed
tell us that there is no real short¬
age of food and that all this is.
done: first, to make us more

amenable to direction and, next,
to make us more war-conscious,
as if the sorrow and mourning
that has invaded hundreds of
thousands of households in the
land have not told us in grim
words that our sons were dying
in a bloody war. This is not our
first war. We fought one war
when the enemy pickets patrol¬
ling the south bank of the Poto¬
mac could be seen by Lincoln
from the South Porch of the
White House. We were then
strained to the utmost, but we
had not a hundredth part of the
regulation and regimentation we

now have with a war 3,000 miles

away in one direction and twice

that distance in another. Rela¬

tively we were as hard pressed
then as now.

Fright of Industrial Leaders

Our industrial leaders, charged
with the responsibility of looking
after the interests of stockholders,
have been frightened with the»'
thoughts that if they did not ac-»

cept and carry out the regimen¬
tations and regulations imposed
upon business, that the State

would seize and operate the

plants, with a threat of not re-
international monetary programs, turning them.

Pretended Helping of TJnder-
privilegedi

The whole regimentation pro¬
gram and action has been ve¬

neered either with a plea of
patriotism, too frequently not in¬
volved at all, and to which I have
already referred; or with a pious
pretense of caring for the "under¬
privileged." So we have been
given and have accepted food,
fuel, clothing and shelter in ex¬

change for our liberties and our

free agency, until now, fre¬
quently pauperized, we look for
sustenance, not to the results of
our own labors, not to the filial
obligation of our children, not to
the Christian care of our Church,
but to the State, which thus takes
the place in our lives of self-
effort, children and Church.

This is State socialism; it is not
democracy; it is not the concept
of a republic.

History is repeating itself. Esau
being hungry, sold his birthright
to Jacob for a mess of pottage.
We are a nation of Esaus.

Joseph Sold Into Egypt
The fundamentals of this

technique are as old, certainly, as
Joseph, who was sold into Egypt.
For he, acting for Pharaoh, first
purchased from the people with
the taxes extorted from the people
all the grain produced by the
people; then when the famine
came Joseph sold this grain back
to the people, in the first year,
for all the cash they had, which
he turned over to Pharaoh; in the
second yeajr for all the flocks and
herds they owned, which all went
to Pharaoh; next, for all their
lands, which he turned over to

Pharaoh; and finally, he gave
them grain in exchange for their
bodies, and they became "servants
unto Pharaoh." The enslave¬
ment of the people was complete,
Joseph saying to them: "Behold,
I have bought you this day and
your land for Pharaoh" (Gene¬
sis 47), and thereafter Joseph
moved the people as he willed,
and they rented back their lands
on the terms he prescribed. There
is more than one lesson in
Egypt's seven years of plenty and
seven years of famine.

Returning Soldiers
But the greatest post-war

problem, the one nearest our

hearts, is the one we shall have
with our returning boys. Some
seem to think of this problem
solely in terms of employment.
But in my judgment that is the
least part of it.

Fighting Youth

Contrary to our tradition and to
a wise statesmanship, we have
forcibly taken youths into our
armed forces and we have drafted
them just as fast as they reached
the critical age. We have not

only permitted, but we have en¬

couraged them to volunteer be¬
fore that age. Heretofore in our

history we have sought to pre¬
vent youths from entering the
Army by refusing to enlist them,
and by sending them home when
we found them in the Army
through misrepresentation of
their ages. In the first World War
we spoke in the most condemna¬
tory terms of the countries that
drafted their youth. In the
present war it has been rather
frankly admitted, as among our¬

selves, that these boys were de¬
sired as soldiers because they
placed no value on life, had no
sense of danger, would go where
they were sent, and do what they
were told. That is, they could be
sent into a fiendish combat where
men of maturity and discretion
would not go.

Reorienting from Force

Military men frankly state that
these youths have been so taught
in the camps and on the fields as

to give them the spirit of killers,
and the military is itself trying to
reorient those who are mustered
out, by a 48-hour period of in¬

struction, so that the' killers will
become quiet-going, peace-loving,
law-abiding, orderly citizens. But
48 hours will leave yet much to
be done. So our big factor of the
post-war problem will be the re¬

building of these returning boys.

Youth Matured Into Men

Again, our sons went out boys,
but they will come back .men,
hardened by thoughts and acts, by
the play of passions, the (gratifica¬
tion of urges and desires,] of which
we at home know nothing. They
will have passed the period of
character forming in an- environ¬
ment which has no counterpart
in peace. Their habits of thought,
their approach to the problems of
daily life, and their methods and
means of solving them, will not
mesh with the ways of civilian
life. Force has controlled their
army life, but law must direct
their post-war life. They will
come under new stresses and
strains, for the pre-war childhood
will be lost in combat. They
must be handled so they will not
break. ■ ■■■■

Robbed of Birthrights ; \
Some will come back with a

feeling " that they have been
cheated out of their birthright of
homelife, training and education,
and peace-time association with
their friends, and will be resent¬
ful, even revengeful. - This will
be abnormally heightened if they*
shall be held 'abroad for long
periods after the war is ended to
police the world.

Returning Men Thoroughly ]
i-;H: Regimented ' •

They will all come back thor-'
oughly and militarily regimented,
accustomed to obey orders. The
less strong characters will fall
easy victims to the domination of
our revolutionists. Some, indeed^
are returning declaring beliefs
that align them with the com-,
munists. - '777 :. 7 ■

Some, we hope many, will re¬
turn strengthened and stabilized,
the pretense and vanity of life
all burned out, with nothing but
the best remaining. They will bd
most effective Th helping their
less fortunate comrades. FoiJ,
after all, the great post-war prob¬
lem with the service men will be
the rekindling of hope, the re-
establishment of confidence iii
their fellow men, the blotting out
of the temptation4 of forceful
self-help, the re-enthronement
of industry, thrift, integrity4,
and - all the basifc qualities
of the peaceful life, the re¬
conversion to the higher spiritual
values of life that have been sub¬
merged in the demonish combats
into which we have forced them,'
and the elimination of hate. No
man who hates one man can truly
love another. They must be
brought actually to believe and
practice the brotherhood of man.
I But the most sinister possibility,
if one can name a superlative out
of this whole mass of serious mat¬
ters, is this: We are building a
tremendous military organization
—it may be 13,000,000 of men, it
may be as many as 17,000,000, if
some of the percentages of our
own settlements are maintained
throughout the nation, as I think
they are not. It is inconceivable
we shall need all these man in
this war, and yet they are con¬

stantly calling for more.' In the
main, as I have already said,
those going into service are the
young men, and they are taken,
as fast as they reach the pre¬
scribed age. The bulk of our ado¬
lescents and a few years older
are gone. Their characters are

being cast, so far as possible, in
the military mold. They are
away from home and the home
influences that would make of
them normal men. Suppose they
are kept in the service for five
years or for 10 years after the
war, either because they are
wanted to police the- world or

■ because (as has been said) it is
(Continued on page 957) r
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Economic Adjustments From War To Peace
"(Cdntinued from page 930). '" j in 1: Government expenditures,

proper time comes certain things Wartime restrictions, price con-
/ will have to be done expeditiously

and effectively. Such matters as
contract termination, disposal of

: surplus war supplies and recon-

vei^siop of industry, to peacetime
•;.* .operation are receiving continu¬

ous and careful study and steps
have been taken with a view to

initiating the necessary adjust¬
ments.:

'

have taken . considerable
satisfaction in the fact that even
withmore than lQ-million persons

in the armed forces we have been
able to produce goods and serv-

-

. ices at a rate of nearly $200-bil-
: lion a.year.' This record achieve¬

ment 1 resulted in part from an

expansion of the labor force but
much more important has been

, the rise in output per man-hour
For some time prior to the first

world 'war, world production was
rising at a very rapid rate. Even

- though this upward trend was in-
v terrupted by occasional crises anc

depressions " the lowest point of
each depression was always high¬
er than the boom point before the
preceding depression. During the
19th century England had long
been the largest producer but as

early as 1880 the United States
moved; into the lead; a lead which

.%r> on a ^percentage basis steadily in¬
creased thereafter. As a result
the Uftited States by the outbreak
of the war in 1914 was accounting
for approximately 35% of total
world joutput. ; After the war this
trend continued while Europe fell
behind in its share of total world
output.
„ By; 1928 United States produc¬
tion exceeded the total European
output: In fact we were produc¬
ing at least 60% more than the

• three next largest industrial coun¬
tries combined. On a percentage

, fb, basis the output of this country
declined after 1928, partly as the
result of a steady increase in the
share contributed by the Soviet
Unionv Productive capacity re¬

mained high and in fact increased,
due to the growth of. production
per man-hour and the increase
in manpower itself. The unutil¬
ized-production capacity was in
fact.-' the potential which, under
the stimulus of war, was exploited
after 1940 to renew the trend of
the last half century toward an

increasing share in total world
output. The significance of the
production rise per man-hour had
been t.sorriewhat obscured by the
depression of the early thirties.
In view of the widespread dev¬

astation caused by the war a full
realization of the production po¬
tential of this country would as¬
sure "the continuation of a sharp
iupward trend in our share of
;world output after the war. The
jpostwar needs, reflected in the
'deferred demands of our people
land in the foreign requirements
for reconstruction and develop¬

ment, would indicate that the
iproblem of postwar markets
ishould present no ; exceptional
difficulties. > •

f At this point, however, we shall
have to distinguish between the
(transition or immediate postwar
period and the longer-run period
in which the maintenance of sta¬
ble business and sustained pros¬

perity. . becomes the real test of
our ability to meet the funda¬
mental problem of postwar ad¬
justment. There is no distinct
line of demarcation between these
two -periods and the degree to
which .the two will merge, into a

Isound development and growth of
postwar markets will depend
,upon,, the level of postwar income,
j. Markets may be divided into
•three-parts: Private consumers,
ibusiness, and Government. As the
jwar 'draws to a close and the
.Government withdraws as indus¬
try's greatest customer the other
'two markets will have to expand
if thef total market is not to
ishrink.". The deferred demands of
wartime are; not In themselves
Sufficient to offset the shrinkage J can thus provide a powerful stim-

trol, rationing and other measures
have limited the portion of in¬
dividuals' current incomes which
are being spent for consumer
goods. Savings have accumulated
accordingly in large volume. Con¬
sumers have saved out of current
income during the last four years
approximately $100 - billion of
which $30-billion consists of Gov¬
ernment bonds and more than
$30-billion of currency and bank
deposits. ;

Synchronize Postwar Spending
v With Reconversion ,,

Wartime restrictions have also
reduced business outlays' for
equipment, construction and other
capital goods. Business has ac-
cumulated from unused deprecia¬
tion, undistributed profits and
other sources in the last four
years about $40-billion in cash
and Government bonds. Business
decisions after the war will be
directly affected by the distribu¬
tion and ownership of these liquid
assets.
These various classes of war¬

time savings can thus be of pro¬
found significance to our economy
as expenditures for war decline.
If their utilization is properly
synchronized with the rate of re¬
conversion and peacetime produc¬
tion the danger of inflation can
be minimized. They will deter¬
mine the conditions and rate of
current-income expenditures. The
important point to remember,
however, is that these savings are
not a substitute for current in¬
come.

Decisions by business and by
Government after the war are
vital to the kind of answers we

shall find for the questions posed
by the need for adequate post¬
war markets. Our capacity to
produce has been demonstrated.
The need for maximum levels of
production, employment and con¬
sumption must be met if our sys¬
tem of private enterprise is to
stand the test; Probably the
greatest deterrent to capital ex¬
penditures is the fear of another
depression. Whatever practical
method of minimizing business
fluctuations can be evolved will
require the best efforts and full
cooperation of both Government
and business.

Provided effective results flow
from this joint approach and if
the expansion of consumer and
business markets measures up to
our productive material and hu¬
man resources, the results will no
doubt greatly alter the prewar
pattern of expenditure. New
products, new services and new
markets will mean new oppor¬

tunities.

Foreign Markets
Let us turn for a moment to

foreign markets. I have referred
to wartime savings as a stimulant
and aid in sustaining the national
economy during and immediately
following the reconversion period.
In connection with postwar for¬
eign trade there is present a sim¬
ilar factor which will be impor¬
tant during the early postwar
years. I refer to the dollar bal¬
ances which have accumulated

during the war to the credit of
various countries which they will
undoubtedly wish to utilize for
the purchase of American goods
as soon as their requirements can
be met. ; This applies particularly
i;o the Latin American countries
from which we have made heavy

purchases of critical and other
materials throughout the war. In.
addition some of the European
countries also have available sub¬
stantial dollar, balances which
lave been subject to control dur¬
ing the war but which will no
doubt be released after the ter¬
mination of hostilities.

Our total wartime savings, to¬
gether with the large accumula¬
tion of foreign-owned balances,

ulus for the maintenance of a

peacetime v production in this
country at a high level for Some
time after the termination of hos¬
tilities. There is of course a pos¬

sibility that industry will be un¬
able to reconvert fully and ex¬

peditiously enough to meet the
demand and that inflationary
pressures will be intensified. Un¬
der such conditions certain con¬

trols that may have been dropped
will have to be temporarily re¬
instated.

What about foreign - markets
after the transition period? Ex¬
port markets are too frequently
looked upon as a kind of reservoir
which is always conveniently at
hand for the absorption of goods
and services which our domestic
market is unable to absorb. Poli¬
cies based strictly on this line of
reasoning can easily lead to seri¬
ous difficulties. As we know,
markets do not reflect something
that is fixed or static; they are
relative rather than absolute, and
their permanency depends upon
the economic health of the com¬

munity.
The profitable sale of goods

abroad should be viewed as part
and parcel of an operation which
is beneficial to our domestic econ¬

omy as well as to the economy
of the importing country. There
is nothing mysterious about the
flow of goods across national
frontiers. The large volume of
business across the U. S.-Canadian
border consisting of both goods
and services bears ample testi¬
mony to this fact. On neither
side is the mutually beneficial
nature of these transactions ques¬

tioned.

Domestic Activity and Foreign
Trade

There is a special reason for
dealing with export markets in
connection with an appraisal of
domestic markets. The two are

inter-related and can not be ex¬

amined separately. In the long
run the real source of export-fi¬
nancing lies in our imports. Pay¬
ment for imports provides the
buying power which is so essential
to foreign buyers if our goods are
to move into world trade. Funda¬
mentally the level of our domestic
business activity determines the
volume of dollars available to the
outside world for use in our ex¬

port operations. It is not only
illogical but economically un¬
sound to think of our domestic

activity and our foreign trade as

operating on uncoordinated and
unrelated levels. It follows from
this that policies designed to stim¬
ulate domestic employment and
full production must be consistent
with policies aiming to develop
and maintain foreign markets for
American goods.
The United States has long had

a tremendous stake in the outside
world.' This is reflected, for ex¬

ample, in industrial and other so-
called "direct" investments valued
at approximately $7-billion. These
investments have contributed to
both the welfare of American in¬
dustry and the standard of living
of countries in which American
business operates. In- many cases
these investments have been iden¬
tified with the industrialization of
relatively undeveloped areas. _ ;
Many such investment oppor¬

tunities for development will ex¬
ist after the war. The sound in¬
dustrialization of areas, which
have available cheap raw mate¬
rials and adaptable labor is con¬
sistent with the growth of for¬
eign markets from which we our¬
selves can benefit. They need not
be looked upon as developments
detrimental to our own interests.
As standards .of living rise in for¬
eign countries the need for our
goods as well as the ability to pay
for them will rise accordingly.
Moreover, an improvement in the
standard of living is one of the
best safeguards against social and

. H; Rollins & Sons Suspended
From NASD For @9 Days by SEC

Commission Finds Firm's St. Louis Office Manager Guilty of Fraud and
Violation of SEC Regulations, r Revokes Dealer-Broker License of
Walter Cecil Rawls and Orders His Discharge From the Firm Along
With Perry Dryden, in Charge of Chicago Office. > ■

On Feb. 22, the SEC made public an order suspending the firm
of E. H. Rollins & Sons, Incorporated, from the National Association
of Securities Dealers for a penou^-
of 60 days from March 6, and also
revoked the dealer-broker's li¬

cense ofWalter Cecil Rawls, man¬
ager of the firm's office in St.
Louis, Mo. r" « i

These penalties were imposed
on the ground that Mr. Rawls in
his dealings with the Board of
Missions of the Methodist Episco¬
pal Church, South and others,
made sales "at prices greatly in
excess of prevailing market
prices, speculating in securities

the cumulative forces which often
lead to war.

The larger the flow of interna¬
tional trade the greater is the
contribution that can be made by
countries depending upon the sale
of goods and services for the
maintenance of a satisfactory
level of national income. This is

particularly true in the case of
countries which are dependent
upon the sale of one or two pri¬
mary products as a means of se¬

curing foreign buying power. It
is also important in the case of
countries which are dependent
upon the carrying trade or upon
the sale of specific services as a
means of securing from foreign
markets the things essential to the
maintenance of a sound level of
economic life.

Lessons of Previous Postwar
Period

Our effort to guarantee an or¬

derly shift from a wartime econ¬

omy to a peacetime economy re¬

quires therefore that we operate
simultaneously on a domestic
front and on an international
front. It is essential that these

operations be so related that we
shall avoid the mistakes of the
twenties when policies were
evolved without relation to each
other. We found then that steps
inconsistent with each other ex¬

erted a downward pull on the en¬

tire international economic fabric
with the result that by 1931 we

experienced a more or less com¬
plete breakdown of the interna¬
tional financial mechanism. »v
To some extent we may be

guided by our experience during
and after World War I. Yet in

many respects our problem will
be different: from that of 1919.
This time the conversion to war

production will be much more
complete than in 1914-18. The
expansion in plant and equipment
has also been much greater. In
the first world war we had less
of a curtailment of non-essential
industries. Price controls were

less sweeping and less effective.
The ' accumulated demand for

goods and accumulated wartime
savings were relatively less im¬
portant than they will be after
this war. We have, however,
given much more attention this
time to the problems of recon¬
version and to the development
of markets after peacetime pro¬
duction again gets under way.
More safeguards are being taken
for avoiding international cur¬
rency chaos that characterized the
early years after the first world
war. Certainly we are much more
conscious of the possible conse¬

quences if adequate measures this
time are either delayed or not
taken at all. ■ :>

Naturally I can not bring-to you
the solution for the: manifold
problems relating to postwar
markets. The solution can not be
pulled out of the air but involves
the full effort of all of us. It re¬
quires the full cooperation of both
business and Government. Above
all it. is necessary that we attempt
by hard thinking to understand

economic upheaval and against the real nature of the problem,

at the customer's risk, causing ex¬
cessive trading activity in their
accounts, extending credit to cus¬
tomers for periods greater than
was permitted under the Federal
Reserve Board regulations, and
falsifying ledger- accounts con¬
cerning other transactions." There
was also a charge of secret rebat¬
ing, to administrative officials of
the funds for which the St. Louis
office acted in a position of "com¬
plete trust and confidence."
The St. Louis branch of E. H.

Rollins & Sons is a sub-office of
the Chicago branch, which han¬
dles its accounting and * which
confirms its transactions. It is
for this reason that the SEC has
ordered that Perry Dryden, Vice-
President and manager of the
Chicago office of E. H. Rollins
& Sons, be separated from its
organization, contending that he
had participated in the schemes
to defraud.

The case against the firm ex¬
tends back three years, during
which time the SEC conducted
its investigation. In its final de¬
cision, the SEC, in referring to
the Rollins suspension, remarked:
"In our opinion, a case has.been
made for the revocation of the
Rollins' registration under Sec.
15(b). However, this result might
well be avoided and hardship on

many innocent persons be mad?
unnecessary if Rawls and Dryden
were separated from the organi¬
zation. We will, therefore, afford
Rollins an opportunity to present
evidence that such separation has
been effected and will withhold
our final disposition of this issue
under Sec. 15(b) for a reasonable
time to permit such a showing to
be made." ' V
Following; the release of the

SEC. decision, E. H. Rollins &
Sons, Incorporated issued the fol¬
iowing statement: .

"Briefly, the order which the
Securities and Exchange Commis¬
sion issued yesterday in regard
to E. H. Rollins & Sons, Incorpo¬
rated and Walter C. Rawls refers
to an investigation dating back
prior to Pearl Harbor. The
charges related to dealings car¬
ried on solely by Mr. Rawls with
a single institutional customer
through one of the-firm's sub-
offices located in St. Louis, Mis- ;
souri, and was not directed at any
other transaction with its thou¬
sands of other customers who are

serviced by a nation-wide organ¬
ization consisting of twenty-nine
offices and hundreds- of experi¬
enced employees. Although- the
transactions in question were1
cleared through the firm's Chi¬
cago office, of which Mr. Dryden
was the head, that office in the
main acted in reliance upon in¬
structions of the St. Louis sub-
office, over which Mr. Rawls had
charge, Rollins has been engaged
in underwriting and retailing se¬
curities since 1876.
"The customer whose account

was the basis for this inquiry re¬

ceived over $500,000 in interest
income from the securities pur¬
chased from Rollins. These in¬
vestments produced an interest
return which increased from
4.91% at the beginning of its deal¬
ings with Rollins in 1934 to 7.02%
in 1943. The customer subse¬
quently disposed of all the securi¬
ties which it- purchased from
Rollins with a net profit to the
customer of $188,000. At no time
did Rollins exercise any discre¬
tionary powers Over the custom¬
er's funds nor was Rollins a de¬
pository for such funds. Any and
all differences between Rollins
and this customer have been set¬
tled to their mutual satisfaction.".
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DIVIDEND NOTICES

THE ATLANTIC REFINING CO.

PREFERRED

DIVIDEND
NUMBER

,< 36

At a meeting of the Board of Directors
held February 26,1945/ a dividend of
one dollar (>1) per share was declared
on the Cumulative Preferred Stock
Convertible 4% Series A of the Com¬
pany, payable May 1/1945, to stock¬
holders of record at the close of busi-
hess April 5, 1945. Checks will be
mailed.

W. M. O'CONNOR
February 56,1945 Secretary

v/ AlliedChemical& DyeCorporation -V #v
■. • 61 Broadway, New York

i V February 27/1945 V.
j .Allied Chemical & Dye Corporation
>, has declared quarterly dividend No. 96
■j of One Dollar and Fifty Cents ($1.50)
I per share on the Common Stock of the -

Company, payable March 20, 1945, to
j common stockholders of record at the
i * close of business March 9, 1945.

•

Wj C. King, Secretary

(OMMERCIAL JNVESIMEotJSJST
CORPORATION

Common Stock, Dividend

A quarterly dividend of 50 cents per share in
cash has been declared on the Common Stock
of COMMERCIAL INVESTMENT TRUST

CORPORATION, payable April 1, 1945, to

stockholders of record at the dose of business
March 10, 1945. The transfer books will not
close. Checks will be mailed.

JOHN I. SNYDER, Treasurer.
February 21, 1945.

The Board of Directors v
of the

CONSOLIDATION
COAL COMPANY

(Incorporated inDelaware)
has this day 'declared the regular quarterly
dividend of 62 Vi cents per share on the $2.50
Cumulative Preferred Stock, payable on
April 2, 1945, to stockholders of record at
the close of business on March 17, 1945.

. Checks will be mailed. /.
,C. E. Beachley,

Secretary-Treasurer
February 27, 1945 : - '

■

CALUMET AND HECLA CONSOLIDATED
COPPER COMPANY

Dividend No. 51 "\v;<■
A dividend of ten cents ($0.10) per share

will be paid on March 19, ■ 1945,.• to holders
of the outstanding Capital Stock-of the/Calu¬
met and Hecla Consolidated Copper Company

> of record at the close of business March 5.
j /1845. Checks will be mailed from the. Old
/Colony Trust Company; Boston, Mass.

v A. D. NICHOLAS, Secretary. '•
Boston, Feb. 23, 1945. V./

e. i. du Pont de Nemours

CommXif
Wilmington, Delaware: February 19j 1945

The Board of Directors has declared this day a
dividend of $1.12J4 a share on the outstanding
Preferred' Stock, payable April 25, 1945, to
Stockholders of record at the close of business on

April 10, 1945: also $1.25 a share, as the first
^'interim" dividend for 1945, on the outstand¬
ing Common Stock; payable March 14, 1945,. to
stockholders of record at the close of business
on February 26, 1945, •/''/

W. F. RASKOB, Secretary

A. HOLLANDER & SON, INC.
COMMON

A dividend of 25fl per
s^are on Ibe Common

Stock haj been declared

payable March 15,1945, to stockholders of

record at the close of business on March 8,
1945. Checks will be mailed, . ; / V

Newark, N. J. . / Albert J. Feldman

February26,1945 Secretary

INTERNATIONAL SALT COMPANY

475 Fifth Avenue, New York 17, N. Y.
A dividend of FIFTY CENTS a share has

)een declared on- the capital stock of ■ this
lompany, payable April 2, 1945, . to stock-
lolders of Tecord at the close of business on
Harch 15, 1945. The stock transfer books of
he ..Company will -not be rclosed-V/; ; ./:•/.

HERVEY J. OSBORN, Secretary.

DIVIDEND NOTICES

Johns-Manville
/ / Corporation

DIVIDEND ; P-'v;///,
The Board of Directors declared a dividend
o( 50f per share on the Common Stock pay¬
able March 12, 1945, to holders of record
March 3,1945.

> * ROGER HACKNEY. Treasurer

KANSAS CITY POWER & LIGHT COMPANY
First Preferred, Series B Dividend No. 73
Kansas City, Missouri February 21, 1945
The regular quarterly dividend of $1.50 per

share on the First Preferred, Series "B,"
Stock of the Kansas City "Power & Light Com¬
pany has been declared payable April 1, 1945,
to stockholders of record at the close of busi¬
ness "March 14, 1945.
.All persons holding stock of the company

are requested to transfer on or before March
14, 1945, such stock to the persons who are
entitled to receive the dividends.

H. C. DAVIS, Assistant Secretary.

'■ OFFICE OF NORTHERN STATES • •

POWER COMPANY (WISCONSIN)
The board of directors of Northern States

Power Company (Wisconsin), at a meeting
held on February 20, 1945, declared a dividend
of one and one-quarter per cent (1&%) per
share on the Preferred Stock of the Company,
payable by check March 1, 1945, to stockholders
of Tecord as of the close of business February
20, 1945, for the quarter ending February 28,
1945.

N. H. BUCKSTAFF, Treasurer.

DIVIDEND NOTICE
Dividend of 25c a share on the

Common Stock has been declared payable

April 2,1945, to stockholders of record on

March 20 ,1945.
M. F. BALCOM, Treasurer.

SYLVANIA ELECTRIC PRODUCTS INC.
Salem, Massachusetts Feb. 28,1945

ZinCpiF Tennessee
VJOBPORATION

A dividend of 25(1! per share has been
declared, payable March 27, 1945, to
stockholders of record at the close of
business March 7, 1945.
61 Broadway,
New York 6, N. Y.;
February 20, 1945.

J. B. McGEE •

Treasurer.

THE UNITED STATES LEATHER CO.
The Board of Directors at a meeting held

February 28, 1945, declared the regular quar¬
terly dividend of $1.75 per share on the Prior
Preference stock, payable April 1, 1945 to
stockholders of record March 10, 1945.

C. CAMERON, Treasurer.
New York, February 28, 1945. v

Dillon Resumes Post
With BeanWitter
Robert G. Dillon, who has been

on active duty with the United
States Naval Reserve for more

than - two years, has returned to
his former position with Dean
Witter & Co. as manager of the
bond department in the New York
office, 14 Wall St.

^ , . / ,//

Chester ferret! With
L. W. Hoefinghoff Co.

(Special to The Financial Chronicle)

CINCINNATI, O.—Chester T.
Terrell has become associated
with L. W. Hoefinghoff & Co.,
Inc., Union Central Building. Mr.
Terrell was formerly manager of
the trading department for Field,
Richards & Co. and prior thereto
served in a similar capacity with
Edward Brockhaus & Co. v

FINANCIAL NOTICE

MIDLAND VALLEY RAIL¬
ROAD COMPANY

Interest Payable April 1, 1945 and Oct. 1, 1945
on

„ .

ADJUSTMENT MORTGAGE SERIES "A" AND
"B" BONDS

Philadelphia, Pa.
. _ .

, . February 21, 1945The Board of Directors has ascertained, de¬termined and declared from earnings ofthe year ended December 31, 1944, 4% interest
on the Adjustment Mortgage Series "A" Bonds
and 1%- interest on the Adjustment MortgageSeries "B" Bonds, 2% payable April 1, 1945and 2% payable October 1, 1945 on the Adjust¬ment Mortgage Series "A". Bonds, and 1% pay¬able April 1, 1945 on the Adjustment MortgageSeries "B" Bonds, as provided in Section 4 of
the Supplemental Indenture dated April 1, 1943.On and after the interest payment dates
given, the Fidelity-Philadelphia Trust Company,Philadelphia, Pa., will pay the followingamounts for coupons surrendered:

Series "A" Bonds—Coupon No. 3—April
1, 1945—$20. on $1,000. and $10. on
$500. Bonds; Coupon No. 4—October
1, 1945—$20. on $1,000, and $10. on
$500. Bonds.

Series "B" Bonds—Coupon No. 3—April
: " 1; 1945—$10. on $1,000. and $5. on

, | $500. Bonds. - 7
X'V c. JARED INGERSOLL, !

CHAIRMAN OF THE BOARD.

Some Elements Of
Post-War American Life

(Continued from page 955)
cheaper to feed them in the army
than in civilian life—evidently
the Government plans on feeding
them somewhere—or* for some

other cause. But whatever the
case, their military service will
keep them out of the labor market
and our civil life and our civilian
activities while revolutionists
rivet down their ' communistic
plan to the enslavement of all of
us. In addition to this last, their
retention in the military service
will help the revolutionists to in¬
doctrinate them with communism
as they serve in the armed forces.
Suppose that to this be added a

peace-time compulsory universal
military service for after the war,
which will add to the first
group all the young men born by
the nation thereafter. Do I need
to point out wherjg all this can
lead? And yet I am sure some

are now planning these very
eventualities.

- But I must close* J have
wished to bring together and to
call to your attention a number
of matters, the close relationship
of which it is easy to miss, and to
indicate to you that, so assembled,
they make a pattern which can¬

not be accounted for except on the
theory that some group of minds
is working out a diabolical plan
for the destruction of our liberties
and freedom, our divinely in¬
spired Constitution and the Gov¬
ernment our fathers set up there¬
under, and the wiping out of our
constitutional guarantees and the
free lives, the security, the hap¬
piness, and the blessings we have
enjoyed thereunder.
I have always believed, and be¬

lieve now, in the aggregate wis¬
dom of the people, and that if you
can bring the people to under¬
stand the problem they will solve
it in terms of human freedom and

progress. It has been with the
thought that possibly I might add
something, however little/ to
such a solution that I have come

to you today.
; God grant that to all of us shall
come the will and the strength to
preserve America for our children
and our children's children, even
as our fathers preserved it for us.

Turner* Govt*Mgri of
New York Hansealic
New York Hanseatic Corpora¬

tion, 120 Broadway, New York
City, announces that/Arthur C.
Turner has become associated
with them as manager of their
U. S. Government bond depart¬
ment. Mr. Turner was formerly
with the trading department of
Carl M. Loeb, Hhoades & Co. and
prior thereto was manager of the
bond department of E. F, Hutton
& Co.

Home Repairs Financed
With FNA Funds
Nearly 390,000 American fam¬

ilies financed urgently needed
home repairs and maintenance
last year with funds advanced by
private financial institutions and
insured by the Federal Housing
Administration, Commissioner
Abner H. Ferguson announced on

Feb. 24. Loans reported during
1944 by these institutions for FHA
insurance under Title I of the Na¬
tional Housing Act, it is an¬
nounced, numbered 389.592 and
amounted to $125,150,082, com¬
pared with 308,161 such loans for
$96,373,831 reported during 1943.
This increase, Mr. Ferguson

said, can largely be explained by
necessities which arise from a

continuation of the war emer¬

gency during which these loans
may be made for three purposes
only—repairs necessary for health
or safety, to provide additional

Tomorrow's Markets
Walter WHyte
"Savs

•

(Continued from page 952) / •

what about the long term out¬
look? First, let me say that I
don't care to give long term
opinions. They seldom stand
up long enough to be Signi¬
fied by the term "long pull."
But if events of the past are
any yardsticks for the future,
my guess is that even if regu¬
lations are passed to increase
taxes the basic market trend
will be left untouched.

Of course prices; will go
lower. >The Street is always
sensitive to rumors and

changes of any kind. But un¬
like in other activities,
traders jump first and reason
after. So on opinion alone
stocks were sold. You can ex¬

pect this selling to continue
for a couple of days. Worst
hit will be the stocks which
had the sharpest advances.
This kind of action is, how¬
ever, typical of a market dis¬
counting the news. So if the
news eventually becomes an

accomplished fact the chances
are that the worst will have
been seen.

* sjt *

Of course it will cost more
to be in the market than be¬
fore. But I hardly believe
the regulation, if one occurs,
will be retroactive. So those
who hold oh will probably be
okay. That it will tend to re-

Canadian Securities
(Continued from page 951)

a 2% yield basis and National
Octobers and Seventies, and Mon¬
treal Harbors moved accordingly.
1Likewise, although less rapidly,
the longer-term high grades also
moved into line, and another im¬
portant block of long-term On-
tarios changed hands again at a
new high. Albertas still held firm
and it is confidently expected that
on the occasion of the provincial
Budget Speech, next week, a for¬
mal debt reorganization plan will
be laid before the Alberta Legis¬
lature.

An interesting feature accom¬

panying the general rise of the
market level is the easing of the
supply situation — demand at

higher prices has stimulated of¬
ferings with a resultant accelera¬
tion of activity. . ..> ><

Internals, both bonds, and equi¬
ties, continued in steady demand,
and with free funds bid at 9Vs%
discount, recourse had to be made
to the official source of supply.

With regard to the possible
; future trend, there is every rea¬
son for the continuance of the

,

process of the Canadian market
here moving into line with the
level for comparable domestic
securities. This movement has
already taken place to a large
degree in the case of the short¬

er-term, high-grade bonds, fol¬
lowing the level set by the new

Quebec issue. It can be antici¬
pated therefore that increasing
activity along a similar course
will he experienced by the
longer-term securities, and
there is every likelihood of a

broadening of the market for
lower-grade bonds. :

duce speculation is a foregone
conclusion. Yet if money is
as, loose, as they say it ds,Hhe
bonclusion: may not be so

foregone at that. ... '

A few weeks ago you^had
a list of stocks. It is as^drned
you still have them. My/adr
vice is to hold but keep the -■>

stops in mind. Subsequently I
recommended another jgtoup
for buying. Up to the time
the market started to move

up only one of these, Ameri¬
can Radiator, hardly a world
beater, was available. But> if
the current nervousness con¬

tinues and prices back a!way
much more, you may gef the
rest before the next column
appears. :

'

* * * ■■/'■'■ ■■ r'<S>£';

In case you don't remember
the stocks and pricesj/ here
they are again: American
Crystal Sugar bought at 18%,
now about the same price.
Stop at 18. American Steel
Foundries bought at 28^now
about 32, stop 29%. Baldwin0
Locomotive bought at 26/now
about 29, stop 28. Crucible
Steel at 38, now about 44,
stop 41. U. S. Steel at 59"'ndw
about 61, stop 59. V'

* * * .• "'i i'; - '■ -

Second list is as fdllows:
Consolidated Edison 3t,:i 24,
stop 26. Public Service i of
N. J. at 18, stop at 18.^
Here is the' list of stocks

you were unable to'getf but
may be able to in the vbry
near future:/ Allis Chalmejrs
40%-41%; stop 39. American
Bank Note 23-24; stop 22. Na¬
tional Lead 25-26; stop 24,Latter became available
Tuesday, Feb. 27. Socony-
Vacuum 15-15%; stop 14%•

* * *
.

More next ThursdayJif M
—Walter VSftiyte

rThe views expressed *niLihl&
article do not necessarily tiffany
time coincide with those of. the
Chronicle. They are presented as
those of the author only.] - ^ •

quarters for war workers, and
particularly for such installations
as insulation/ weather stripping,
storm doors and* windows to help
in the conservation of fuel..

■ S.< f •

''ni'Wv

LAMBORN & CO.
99 WALL STREET';
NEW YORK 5, N. Y..

SUGAR

■■X: ViC

Exports—Imports—Futures ^
'

. . ... '

'. ——— y ■ <>(>r •

DIgby 4-2727

Established 1856

:TlT.i*»:

H. Hentz & Co;
Members •'. '*■ ■ >

v, New York Stock Exchange' ' *
New York Curb \ Exchange- *

-.-./New York Cotton Exchange
Commodity Exchange, Inc.! f -;

///•Chicago Board of Trade
;■* . New Orleans Cotton Exchange

:■ And other Exchanges

*

N. Y. Cotton Exchange Bldg.
; NEW YORK 4, N. Y.

CHICAGO DETROIT PITTSBURGH

GENEVA, SWITZERLAND / V
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Objections to Bretton Woods Pacts
(Continued fro mpage 931)

anti - administration Republican
member .from Wisconsin, speak¬
ing in the House of Representa¬
tives lash Tuesday; Mr. Keefe told
the Housb:
,"The 11 Treasury Department,
struggling with problems of' a
magnitude undreamed of a few
years back, is in the over-all pic¬
ture, staffed and manned by men
and women of courage, rare intel¬
ligence, and distinction. I have
nothing but praise for the manner
in which the functions of this
great department of government
have beeh carried on. In my judg¬
ment, it is simply amazing that the
Department has been able to at¬
tract and keep men of such out¬
standing character and ability.
The tremendous problems of fi¬
nance have been met with courage
and fidelity. The people of the
country are entitled to know that
from the Secretary of the Treas¬
ury down through the long list
administrative assistants and
heads of bureaus and agencies, the
work of this great department of
government has been met in a
manner that should challenge the
admiration of the people of the
-country, regardless of political af¬
filiation." ..

It was under this leadership
that the representatives of forty-
four of the United Nations met
last July, at Bretton Woods, New
Hampshire, to formulate proposals
for an International Monetary
Fund and an International Bank
for Reconstruction and Develop¬
ment. -

We met in an atmosphere of
tolerance and co-operation.
The professed objectives, as I

understood them, were: (1) the
expansion of our trade with other
countries by making available
credits and exchange; it was ex¬
pected that this would result in
(2) full employment and would
be a dominating factor in (3) pre¬
serving peace by offering assur¬
ance against economic maladjust¬
ments which sometimes cause
yvars.
Many were skeptical of the pro¬

posed means > of accomplishing
these objectives. No one denied
the advisability of attempting to
devise plans to stabilize the rela¬
tionship of world currencies and
to give each country a fair and
proportionate share of the world's
business. Many thought, and
still think, that in balancing world
trade in the manner proposed and
agreed upon, we should be cer¬
tain that in the accomplishment
we did not destroy our own com¬
mercial and financial position in
world affairs to the prejudice of
American industry, agriculture
and labor. Full employment does
not depend entirely upon full ap¬
proval without amendment of the
Bretton Woods Articles of Agree¬
ment; but will it be an aid or will
it be a deterrent to the painful
employment of from 55 to 65 mil¬
lion of our peonle? 'That is the
question which the American peo¬
ple and the Congress mnsi- satis¬
factorily answer after full consid¬
eration has been, given to the
claims of both the proponents and
opponents before it will be wise
to take definite action.

The conference was careful not
to bind any country; it agreed
only to submit the Articles of
Agreement to the various coun¬
tries for such action rs they see
fit to take. No government will
be bound by the Articles until it
has formally approved them, and
then only when they have been
approved and signed on behalf of
governments having Sixty-five per
centum of the total of the quotas.

Enabling legislation has been
introduced in the Senate and
House of Representatives. It is
expected that' hearings will. start
within the next two weeks.
The subject is of tremendous

and far-reaching importance. It
is important, not only as a pos¬
sible key to our econc—'" destinv,
hut I cannot emphasize too strong-1advisable to set up-two distinct

ly that it may well become a po¬
tential and perhaps controlling in¬
fluence to our social and political
position in the world of nations.
Congress realizes its responsibility
and will have a thorough under¬
standing of the basic and affiliated
issues before it finally takes ac¬
tion.
It is only because I want to

provoke thought and debate, as an
aid to a full understanding of the
many questions which must be
considered and satisfactorily an¬
swered before the Congress can
intelligently act, that I call atten¬
tion to some of the alleged defi¬
ciencies and to some of the objec¬
tions made to both the Func! and
the Bank. W;
Time and space will not permit

an enumeration of all of them,
but from what has been published
and from many conferences, I con¬
clude that the following are con¬
sidered fundamental and are those
most likely to be considered by
Congress. I submit them without
comment in the hope that public
discussion of them will crystallize
intelligent popular opinion, and
thus fortify Congress in any action
it may finally take.

Arguments Against the Proposed
International Bank .

It is alleged that:
1. The Bretton Woods lending

program is only a part of a much
larger program^of expanded ex¬
ports through loans, and will in¬
evitably result in defaults abroad
and disillusionment at home, be¬
cause this country will not permit
the large scale imports necessary
for the repayment of all the loans
and investments.

2. The program for vast ex¬
ports, predicated in part on Bret¬
ton Woods credits, will ultimately
produce a third world war, for the
reason that it will cause a dis¬
equilibrium in world trade. •

,3. Although the stated objec¬
tive of the Bretton Woods pro¬

gram is the balanced growth of
world trade, by financing the in¬
dustrialization of other countries,
we may rather find that, in the
end, we shall have balanced trade
at low level, instead of at our high
level, to the detriment of our la¬
boring men, our farmers and in¬
dustrials. #
4. The Bank will be under po¬

litical pressure to make unwise
loans.

5. Our past lending experience
should dampen our ardor for such
n cpfipmp J , 1 1 X /

6. The Bank will kill off pri¬
vate lending, to the detriment of
foreign borrowers.

7. The Bank would be under
debtor-country control.

8. Private bankers can take
care of all lending needs.

9. If American dollars are to
be loaned, they should be loaned
without the intermediation of
other nationals.

10. The Bank and the Funcl
should be separated, and not re¬

garded as one program for simul¬
taneous enactment.1

11. The guaranty of debtor
countries is of questionable value
to the United States.

12. Concessions to the other
countries like the Latin Amer¬

icas, who insisted at Bretton
Woods that the Bank be devoted

equally to reconstructoion and de¬
velopment, mean in effect that
members desiring to develop have
an automatic right to loans.

13. Our subscription is unlikely
to be the full measure of our con¬

tribution, since the Bank may
later increase its capital.

14. Repeal or suspension of the
Johnson Act, as is provided in the
Wagner-Tobey-Spence Bill, means
tearing up billions in old:IOU's,
and the pouring out of new bil¬
lions of private American capital.

Arguments Against Proposed
International Fund

1. It is contended that it is in-

agencies; that there is no neces¬
sity for the Fund; "that the func¬
tions of the Fund can' bfc better
administered by creating a ""de¬
partment in the International
Bank for making exchange stabil¬
ization loans, and that the func¬
tions of the Bank in this respect
may be supplemented by increas¬
ing the capital and powers of the
Export-Import Bank of Washing¬
ton. It was partly in deference
to this theory that in considering
the so-called George Bill in the
House last week amendments
were suggested which in effect
would create the Export-Import
Bank of Washington as an inde¬
pendent agency of the govern¬
ment, divorcing it from all domi¬
nation by the Secretary of
Commerce and making it possible
for the Congress to control its
policies.
2. From the U.S.A.'s standpoint,

the stabilization fund created out
of the devaluation "profits" Of
1934 is more than ample for our

needs, since $1^00,000,000 of the
original $2,000,000,000 has never
had to be touched.

3. If we are going to attempt to
stabilize the economies of other
countries, it should not be done
in the guise of currency stabiliza¬
tion.
4. The Fund in most cases

would start out by recognizing as
the "value" of individual foreign
monetary units the artificial
quotations which have been in
force throughout the war, whereas
many foreign currencies if re¬
leased from control, would have a
true buying power of only a frac¬
tion of the present artificial
quotations. Therefore, the Fund
would conceal the true condition.
HL The Fund will be used for

as for the
rposes,

to the

(Fund
as much

of all the

capital purposes, as
intended short-te.

6. Our subsc

Bretton Woods
and Bank) would
money as the valu
goods we exported in three entire
pre-war years: 1936, 1937 and
1938. We should therefore look
this program over carefully before
committing ourselves.

7. The hope that the Bretton
Woods Fund will assure or, even

materially contribute to world
peace is vain in the light of the
realities among which the world
lives.

8. The Bretton Woods program
is really just a variation of the
W.P.A., but on a world-wide scale.
It is international pump-priming.
9. The Fund will destroy the

control by Congress over the dol¬
lar, and the constitutional pre¬
rogative to regulate the value of
our money will be imperiled.

10. The Fund is premature; the
world is not yet ready for it. Do¬
mestic currencies should be stabil¬
ized before we attempt to stabilize
foreign exchange.

11. The Fund is too large for
stabilization purposes, and conse¬

quently would encourage member
nations to delay the necessary

steps, generally disagreeable, to
effect a balance in their interna¬
tional payments. 1

12. The Fund gives the member
countries virtually an automatic
right to borrow and leaves little
or no discretion to the Fund to
refuse to make a loan../' >• w

33. The Fund would be con¬

trolled by the debtor countries.-j ;

14. The Fund will not, as as¬

serted by some advocates, ielimi-
nate exchange control,

15. The Fund does not .. tackle
the important question of blocked
balances.

16. The Fund will actually en¬

courage •- exchange control. To
control capital movements, the
members must control short-term
transactions as well.

17. Virtually the only interna¬
tionally-desired money in the
Fund apari from about $1,000.-
000,000 of gold, would be that
money contributed by the United
States.- ,

18. The Fund will, interfere
with the sovereignty of its mem¬

bers and with their powers to con- '
trol their own economic lives.

19. The Fund is too complex to
be,-understood or honestly ex¬

plained that the average; person
can understand it. . -v-

"^20. The Fund has a marked in-
flatiohatyvbips, Under . it. Vail
changes will-fee in the direction
of devaluation.

21. Our past' lending experience
should dampen our ardor for such
a scheme.
"22. The Fund erroneously pre¬

sumes that there is a, general
scarcity of international monetary
resources. "

23. The Fund would be dissi¬

pated without any material ac¬

complishments.
24. The benefits of the Fund in

the monetary field could readily
be offset by trade controls.
: L"25. The wide divergence of in¬
terpretation of the meaning and
operation of the Fund, both here
and in Britain, bodes only ill for
the Fund's future.

26. v The Fund's safeguards are

inadequate. . . . .

f 27. The, Fund is likely, to break
down because currencies and
trade; outside the Fund will far
exceed those within the Fund
area. •

28. t The Fund is objectionable
because it is a cartel. . j

'

29. , ,The. Fundv by. Sectiop 5 .of
Article IV, is rendered powerless
to achieve its proclaimed purpose
of ending economic warfare. . ,

30. There is no real compulsion
on members to continue member¬
ship, once their quotas have been
exhausted.
/ 31. The U. S. A. would have the
legal right to withdraw from the
Fund, but once a member, it
would not have the moral right
to do so. Withdrawal. later would
be much more difficult than ab¬
stention now.

32. Since the Fund may bor¬
row.here,: thqre is no telling what
its;total cost will be to*us. -

33. The Fund is unsuited to the
nroblems of the transition period;
it is primarily a long-run agency.

34. Government and other or¬

ganized propaganda; has focused
attention on the Bretton Woods

urogram, to the exclusion of other
solutions of the problem. The
President instructed the American
delegation at Bretton Woods to
consider no alternative plan.

35. The Fund will only obscure
the underlying problems and ren¬
der more difficult .their ultimate
solution.

36. Under the Bretton Woods
program (Fund and Bank) gifts
will be confused with loans.
37. The Fund promises too

much; in particular, there is a
gap between the Fund's supply of
dollars and the rights under the
Funjd to dollars.

38. The quotas have no realistic
relation to credit needs and' credit¬
worthiness of members.
39.: The .Fund does not really

stabilize.,
40. The Fund does not provide

for two-way adjustment.
41. The best solution of the

worid currency problem is resto¬
ration of the gold standard.
42. The best world monetary sys¬

tem is international bimetalism.
; 143. The Fund is only a device
for lending dollars, cheaply and
will sootybe wasted or lost.

44. The Fund gives to its mem-
bets' indiscriminately, without! re¬
gard >, to credit worthiness,' the
automatic right to borrow foreign
exchange.» ....

45.- Both because of the terms
of the agreement,; and the nature
of our "Good Neighbor" policy,
the . Fund will be managed by
debtor countries,-and the U. S. A.
in reality will exercise only a
minority voice. yv;

46. The Fund is too ambitious:
stabilization of "key currencies"
is more practical.
'47. Before stabilization is at¬
tempted, trade barriers must be
removed. To set up the Fund now
is to put the cart before the horse.
48.r International currency sta¬

bility cannot: endure unless based
upon- prior economic and political
stability within the various indi¬
vidual nations.

49. The Fund may force us to
lower our tariffs;-' "

50. The Fund's "safeguards"
are: not effective safeguards, be¬
cause they may be waived.

'

51. In the Bretton Woods pro¬

gram, we should be pouring our
money down at rat,-hole, ,\.

: 52; The Fund implies Govern¬
ment control of foreign trade.

53. The Fund is an unnatural
"mpnstrosity, because it attempts
tb. reconcile the irreconcilable; its
appearance of agreement is really
-a diplomatic fiction. . ' •

5f. The Fund cannot work as'
we are told it would, because.eco¬
nomic consideratiops were< set
aside for military and >. political
reasons at Bretton Woods.
The proponents of the Fund

and "i the Bank, % especially ...the
Treasury, have given assurance
that -many of these criticisms are
not justified, and answers have
been offered to many others; "to
many persons, however, the an¬

swers are not considered suffi¬
cient Apparently much study.
must still be given to many ,of
them by the people and the Con¬
gress.

; You, as a club, and as repre¬
sentatives of units of pur economy,
vitally interested in the purposes,
plans and operation of the Fund
and Bank, can be of tremendous
assistance.
The economic, social and politi¬

cal future of America was at stake
at Bretton Woods. The final de¬
cision will be dictated by the peo¬

ple of America.
It has been a pleasure to be

here today, and I know that you
will feel at liberty to give the
Congress the benefit of any deci¬
sions you make in respect to these
proposals. .

Over Two Hundred al
Clove S. L Oi
CLEVELAND, 0,:~ The forty-

fifth annual meeting of the Cleve¬
land Stock Exchange was attended
by more than two hundred at the
dinner in the main ballroom of the
Hotel Statler. This was the first
meeting of exchange members, in¬
dustrialists, bankers and brokers,
and proved so successful that it
is indicated the dinner may be¬
come an annual event.
Charles A. Otis was principal

guest speaker of the evening and
reviewed his more than half-cen¬

tury of business and financial life-
in Cleveland, recalling the organ¬
ization of the Cleveland Exchange
in 1899. Mr. Otis had his audience
in gales of laughter at his quips.

. Guy Prosser, Merill Lynch,
Pierce, Fenner & Beane, the new¬
ly elected president of, the Ex¬
change, was toastmaster of the
evening. He declared that the
Exchange this year had set a goal
of more listees, more volume and
more" business.

Election of officers of the Ex¬
change was reported in the "Fi¬
nancial Chronicle" of February
22nd. ; ' *

,

, Guests at the dinner were:
Asael rAd« Dollar Savings St Trust.
V. N. Alexander, National Tile Co."
G. W. Andrews. Union Bk. of Commerce.
W, H. Annat, Spieth, Taggart, Spring &

Annst. - ■ • - ' ' -

IF. M, Asbeck, Wm. J. Merieka & Co.
F^ M. Baker. J. S. Eacbe & Co,
F: L. Ball, Park Drop Forge Co.
W. I. Beam. Chamber of Commerce.' 5 '
„,T. A. Billenstein. Cleveland Trust Co.'
C. C;■■■ Blair, Metropolitan Paving Brick

Co. - .-.i 'V\;M
Rl R.Elvth, Nation"! Citv Bank. . •! V "
R. E. JBprton,- Wm. J-. Me^icka & Co.
R. W; Bosworth, Ball. Buree & Kraus.
p. Mr Bourne; Cleveland -Trust Co.'

*.? G. C. 'BrainaKd,. General Fi reproofing Co.
C. W. Brqwn. Saunders. Stiver St Co.
Hon. T. A. Burke, Jr., Mayor of City of

Cleveland. , V/: ■; -

J, J. Carroll. v.
A. F. Cervenv, FoStoria' Pressed Steel Co.
H. G.JChappell, Ruple Collinwpod Coal CO.
Al Clark, Paine, Webber,. Jackson &

Curtis. V v
S.; D. Clark, National Assn. of Security 3

Dealers Inc.
. , ,/.• ,.i....

C. C. Clayton, Wellman Engineering Co.
C. L. Cleaver, Interl^ke Iron.
S. B; Congdon, National City Bank' of

Cleveland. ' ?. f.
J. T. Conners, Merrill Lynch, Pierce

•Fenner & Beane.

-•J3rnest Cornell, Division of Securities.
Herbert Covington, Harriman Ripley &

Co

M. J. M. Cox, Curtiss House & Co.
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J. N. Darrow, Merrill Lynch;- Pierce Fen-
ner & Beane. • v.V/:\

C. F. Davis, First Cleveland Corp... ,v
Phil Dawson, Medusa Portland Cement

Co. -
. ! .

Arthur DeGarmo, Merrill Lynch, Pierce
Fenner & Beane. ";■.,

. • <

Arthur Dewey, Joseph & Feiss Co.
R. L. Dickey, Kelley Island Lime &

Transport. • . "
R, Diehl, McDonald & Co.
J. H. Dipple, Halle Bros. Co.
C. H. Doerge, Wm. J. Mericka & Co.
R. F. Donahey, Robt. F. Donahey & Co.
J. F. Drake, Walthall and Drake.
F. F. Duncan, Cleveland News.
S. M. Eilers, Hornblower & Weeks.
F. H. Emery, Finley & Co.
C. W. Evans, Weinberger Drug Stores,

Inc. * •

Peter Fahey.
J: T. Feighan, Standard Brewing Co.
Paul Feiss, Joseph & Feiss Co.
J. S. Fleek, Hayden Miller & Co.
I. F. Freiberger, Cleveland Trust Co.
Harry Gawne, Merrill Turben & Co.
D. H. Gearheart, | Warren Refining &

Chemical Co. •
.

F. C. Gee, First Cleveland Corp.
E. B. Geggus, Curtiss House & Co.
L. L. Gelbach, Central National Bank.
B. H. Gier, Merrill Lynch, Pierce Fenner
Beane.

,

A, V. Grace, Arthur V. Grace & Co.
A. P. Gram, Eaton Mfg. Co.
George Gund, Cleveland Trust Co.
S. H. Halle, Halle Bros. Co.
W. W. Hancock, Republic Steel Corp.
Joseph Hartzmark, Goodbody & Co.
H. S. Harrison, Cleveland Cliffs Iron Co.
M. C. Harvey, M. C. Harvey & Co.
H. E. Hogue, Wasmer Bolt & Screw Corp.
James Hoian, American Coach & Body

Co.-
H. C. Hopkins, H. C. Hopkins & Co.
R. H. Horsburgh, The Glidden Co.
D. M. Hosford, Salomon Bros.* & Hutzler.
H. W. Hosford, H. W. Hosford Co.
Allan C. House, Curtiss House & Co.
Nat Howard, Cleveland News. :

Fred Hudson, Ball, Burge & Kraus.
H. C. Jackson, Interlake S. S.
Robert Jones, Saunders, Stiver & Co.
H. B. Joseph, Joseph & Co., Inc.
J. J. Kane, First Assistant U. S. Attorney.
H. B. Keeler, Keeler & Co.
E. H. Keller, McDonald & Co.
E. A. King, Maynard H. Murch & Co.
W. H. Koelling, Curtiss House & Co.
O. E. Koeser, Blyth & Co.
E.. C. Koster, Vlchek Tool Co.
Harry Kraus, Ball, Burge & Kraus.
J. A. ICruse, ,Otls Si. Co.
V. S. Latimer, Warren Refining &

Chemical Co. *

Frank Lewman, Richman Bros.
C. B. Lincoln, Otis & Co.
A. A. List, National Refining Co.
C. L. Liston, Prescott & Co.
J. P. Long, Cleveland Cliffs Iron Corp.
W. G. Mathe'r, Cleveland Cliffs Iron Corp.
A. M. Maxwell, Standard Oil Co. of Ohio,
C. H.< McCrea, National Malleable >&

Bteel Castings Co."
Hon. Wm. McDermott, Municipal Court.
J. R. McGaw, Cleveland News.
J. C. McHannan, Central National Bank.
B. J. McPolin, McDonald & Co.
G. A. Medinger, Fostoria Pressed Steel.
J. j.; Mellon, Clark Controller Co.
J. P. Murphy, Higbee Co,
L. W. Murfey. Curtiss House & Co.
H. R. Neff, Geo. S. Rider Co.
Eliot Ness, Diebold, Inc., Canton, Ohio.
Stuart Norrs, U. S. Marines
H. D. North. Ferry Cap & Set Screw Co.
C. J. Odenweller, Jr., Securities & Ex¬

change Commission.
R. J. Olderman, Field Richards & Co.

. Charles A. Otis. >■

Eugene Parker, Burgess. Fulton & Fulmer.
W. J. Perry, Cleveland Stock Exchange.
F. M. Pollock, Buckeye Ribbon & Carbon

Co.
,

C. H. Pomeroy, National Malleable &
Steel Castings Co. „ '
E. W. Powers. Butler, Wick & Co.
Franklin Powers.
C. W. 'Prosser, U. S. Air Forces.
W. H. Prosser.
J. L. Quigley, Quigley & Co.. Inc.
G. W. Reese, Reese Chemical Co,
Hiram Rivitz, Industrial Rayon Corp.
Buy Rockwell, Cleveland Plain Dealer.
A. S. Rodgers, White Sewing Machine Co.
J. E. Rogers, Addressograph-Multigraph
Corp.-. ,y/v
E..J. Rung, C. J. Devine & Co. ;
O. W. Schroeder, Neal-Phypers Co. ■ j
F. ,j. Schulte, Jr., Ledogar Horner Co. j .

Edward Schultz, J. S. Bache & Co.
S. M. Schultz, Capital Bank.
W. P. Seiberling, Seiberling Rubber Co.

; Louis Seltzer, Cleveland Press.
:* A. J. Sharr, A. J. Sharr & Co-. >.v

H. J. Sheedy", McDonald & Co. ?. ...;

Seward Sheldon. Cleveland Press. ■ -

R. O. Shepard, Hawley Shepard & €o^
John Sherwin, Interlake S. S. -

Edward Siegler, J. S. Bache & Co.
L. G. Smith, Otis & Co.
R. H. Smith. Lamson & Sessions Co.
S. H. Smith, Paine, Webber, Jackson &

Curtis.
■ W. H. Smith, Merrill Lynch, Pierce, Fen¬
ner & Beane, N. Y. . - • ■

Joseph Spivack, Weinbergegr Drug Stores,
Inc. .l-v'-r.
W. H. Staples, Nestle Le Mur.
H. L. Stettler, Jr., Akron Brass Mfg. Co.

; J. K. Thompson, Union Bank of Com-
tnerce. ■ "-•* '*v •"■!,

R. M. Ullman, Ullman & Co., Inc.
W. G. Vorpe, Cleveland Plain Dealer. >. ■:
A. J. Wardle, McKav Machine Co.
A. J. Weathehead, The Weatherhcad Co.
Russell Weisman, Cleveland Plain Dealer.
H. E. White, Cleveland Trust Co.
R. G. Widdows, Electric Controller &

Mfg. Co. „ , :
\ C. W. Wild, Harbauer Co.
G. R. Williams, Livingston. Williams & Co.
Hamilton Wilson, Field, Richards & Co.
H. B. Winsor, Second Federal Savings &

Loan. -V'' -

Harlan Yenne, Cleveland Trust Co.

D. D. Zevin, Commercial Bookbinding. ,~,

H/O. Ziegler, Union Bank of Commerce.

J, A. Zimmer, Packer Corp.
W. H. Zink, W. H. Zink.& Co.

Calendar Of New Security Flotations
OFFERINGS

PROVIDENCE OF QUEBEC has filed a

registration statement for $15,000,000 2%
debentures due March 1, 1950.
Proceeds—The proceeds,' together with

other funds of the Province, are to be
applied to the redemption of $15,000,000
41/2% debentures due March 2, 1950, call¬
able on and after March 2, 1945.
Underwriters — Underwriters are First

Boston Corp., Smith, Barney Si Co. and
Harriman, Ripley & Co., Inc., $2,500,000
each; A. E. Ames & Co., Inc., Dominion
Securities Corp. and Wood, Gundy & Co.,
Inc., $2,050,000 each, and MeLeod, Young,
Weir, Inc., $1,350,000.
Registration Statement No. 2-5595. Form

S-l. (2-20-45). '
Offered Feb. 28 by above banking houses

at 100 and interest.

NEW FILINGS
List of Issues whose registration

statements were filed less than twenty
days ago, grouped according to dates
on which registration statements will
in normal course become effective, un¬
less accelerated at the discretion of the
SEC.- '• V.'.'. 'V-v,..-.:

MONDAY, MARCH 5
WARREN PETROLEUM CORP. on Feb.

14 filed a registration statement* for $3,-
000,000 10-year sinking fund debentures,
due March 1, 1955 (interest rate to be filed
by amendment) and 150,000 shares of com¬
mon StOCk CpaT $5). k)!'0:py'r
Details—See issue of Feb. 22.
Offering—Of the $3,000,000 debentures

$1,000,000 are to be sold to four stockhold¬
ers at the public offering price and the
remaining $2,000,000 are to be sold to the
underwriters for public offering.
The stock now outstanding is being sold

by stockholders.
Underwriters — Merrill Lynch, Pierce,

Fenner & Beane head the underwriting
group, with the names of others to be sup¬
plied by amendment.'

LACLEDE GAS LIGHT CO. on Feb. 14
filed a registration statement for $19,000,-
000 first mortgage bonds due Feb. 1, 1965,
and $3,000,000 serial debentures due serial¬
ly March 1, 1948 to March 1, 1955. Interest
rates will be filed by amendment.
Details—See issue of Feb. 22.
Business—Public utility.
Offering—The price to the public of the

bonds and debentures will be filed by
amendment,.
Underwriters—Bonds and debentures will

be offered for sale at competitive bidding
and interest rates will be named by the
successful bidder. The names of the un¬

derwriters will be filed by amendment.

TUESDAY, MARCH 6
SOLAR MANUFACTURING CO. on Feb.

15 filed a registration statement for 50,000
scares of common stock. The shares are
"issued and outstanding and do not rep¬
resent new financing.

, Details—Sea issue of Feb. 22.

Offering—The offering price to the pub¬
lic will be filed by amendment.

Underwriters—The underwriting group is
headed by Van Alstyne, Noel & Co. Others
will be filed by amendment.

WEDNESDAY, MARCH 7
BLUEFIELD SUPPLY CO on Feb. 16 filed

a registration statement for 4,990 shares
of common stock, par $100. :
Details—See issue of Feb. 22.
Offering—The offering price $100 per

share. New common is being offered to
present stockholders on a pro rata basis of
their holdings as of March 15, 1945.
Underwriters—None named.

SATURDAY, MARCH 10
AUTOMOBILE DEALERS INSURORS,

INC. on Feb. 19 filed a registration state¬
ment for 4,985 shares of preferred stock
and 7,470 shares of Class A common stock.
Details—See issue of Feb. 22.- * .

Offering—Preferred and Class A common
stock will be offered only to factory
authorized automobile dealers and auto¬
mobile finance men in blocks of one share
of preferred and two shares of Class A
common for $101 per unit.
Underwriters—None named.

EMERSON ELECTRIC MANUFACTUR¬
ING CO. has filed a registration statement
for 42,360 shares of common stock. The
shares are issued and outstanding and do
not represent new financing by the com¬
pany. .V ;
Underwriting—Van Alstyne, Noel & Co.

heads the underwriting group.
Registration Statement No. 2-5591. Form

S-l. (2-19-45).
Registration withdrawn—It has been an¬

nounced that the shares* have been placed
privately and the registration statement
has been withdrawn. -v^

ARO EQUIPMENT CORP. has filed a
registration statement for 30,000 shares of
cumulative preferred stock (par $50) and
55,000 shares of common (par $2.50). Of
the common registered, 25,000 are being
sold by the company and 30.000 by J. c.
Markey, President and Director.
Address—Enterprise and Trevitt Streets,

Bryan, Ohio.
_

,,

Business—Since entrance of country into
the war, the activities of the company have
been concentrated largely in the manufac¬
ture and sale of aircraft accessories. On
April 5, 1944, the stockholders approved an
amendment authorizing the company to
engage in the oil business.', "*
Offering—The offering price of the pre¬

ferred and common stocks will be supplied
by amendment. ; ; ; . '

Proceeds—Company will use Its share of
the proceeds for the acquisition and.carry¬
ing of inventories, purchase of machineryand other equipment, research and develop¬
ment.

Underwriting—Central Republic Co., Inc.,and Kebbon, McCormick & Co.

Registration Statement No. 2-5592. Form
S-l. (2-19-45).

INTERSTATE BAKERIES, CORP. has
filed a registration statement for $2,500,-000 first mortgage 4 V*% bonds due March
1, 1962. '

• Address—406 W. 34th Street, Kansas
City, Mo. .

Business — Manufacture and sale of
bakery products.
Offering—Price to the public will be

filed by amendment.
Proceeds—Net proceeds from the sale,with other funds of the company, will be

used to redeem on or about April 12, 1945,at 105 and interest the $2,500,000 presently
outstanding first mortgage 5% bonds due
June 1, 1958.
Underwriting—H. M. Byllesby & Co., Inc.,A. C. Allyn & Co., Inc., Central Republic

Co., Inc., Farwell, Chapman & Co. and
Stern Brothers & Co.
Registration Statement No. 2-5593. Form

S-l. (2-19-45).

LACLEDE GAS LIGHT CO. has filed a
registration statement for 2,165,296 shares
of common stock ($4 par). Shares regis¬
tered are owned by the Ogden Corp.
Address—1017 Olive Street, St. Louis, Mo
Business—Public utility.
Offering—The offering price will be filed

by amendment. , » '
,

Proceeds—The proceeds will go to the
Ogden Corp. which is the owner of the
shares registered. The new common stock
is being offered by Ogden Corp. pursuant
to the terms of a plan of reorganization
of Ogden and its subsidiaries which was
approved by the Commission on May 27,
1944. The shares are being sold by Ogden
as a part of its program to dispose of its
public utility investments in accordance
with the Public Utility Holding Company
Act of 1935. The stock will be sold pur¬
suant to the Commission's competitive
bidding rule.
Underwriting—To be filed by amendment.
Registration Statement No. 2-5594. Form

S-l. (2-19-4Si

TUESDAY, MARCH 13
FLINTKOTE CO. has filed a registration

statement for 62,800 shares of common
stock (no par).
Address^—30 Rockefeller Plaza, New York

City.
Business—Directly or through subsid¬

iaries engaged in the manufacture and sale
of various asphalt and asbestos-cement
roofing and siding products, etc.
Offering—The stock is to be offered in

exchange for all the outstanding stock of
Tile-Tex Co. Flintkote states it is advised
that shares issued to stockholders of Tile-
Tex pursuant to the exchange agreement
may be sold by the holders on the New
York Stock Exchange at prevailing market
prices. In the event the shares are sold
otherwise the company will file a post-
effective amendment. The agreement pro¬
vides that the exchange of stock shall be
effected as of the close of business March
24, 1945.
Purpose—To acquire Tile-Tex Co. stock.
Underwriters—None named.
Registration Statement No. 2-5596. Form

S-l. (2-22-45).

AMERICAN CASUALTY CO OF READ¬
ING, PA., has filed a registration state¬
ment for 100,000 shares of capital stock
(par $5).
Address—607 Washington Street, Read¬

ing, Pa.*

Business—Casual-surety company.
Offering—The new. shares are being of¬

fered to present stockholders on the basis
of one-third of a share of new stock for
each share held. The subscription price
will be filed by amendment. The unsub¬
scribed shares will be purchased by under¬
writers for offering to the public at a
price to be filed by amendment.
Proceeds—Of the proceeds, $500,000, at

the rate of $5 per share, will be allocated
to the capital stock account and the bal¬
ance will be allocated to surplus, by action
of the board of directors. The primary
purpose of the financing, registration
statement said, is to enable the company
to increase by $1,000,000 during the year
1945, its investment in its wholly-owned
subsidiary, American Aviation & General
Insurance -Co,
;: Underwriters—Huff, Geyer & Hecht is
the principal underwriter, with names of
others to be named by amendment.
Registration Statement No. 2-5597. Form

S-l. (2-22-45). '

WEDNESDAY, MARCH 14
MARSHALL FIELD & CO. has filed a

registration statement for 150,000 shares
of cumulative preferred stock ($100 par).
Dividend rate will be filed by amendment.
Address—222 North Bank Drive, Chicago:
'Business —• Operation of department

stores, textile-and floor covering mills and
the Merchandise Mart in Chicago.
Offering—Company is giving to the hold¬

ers of its 6% cumulative preferred shares
and 6% cumulative preferred shares,Second Series, the right to exchange such
shares prior ,to 3 p.m. March 19 for the
new preferred on a share for share basis
plus certain cash payments by the com¬
pany, and subject to certain dividend ad¬
justments. Shares not issued in exchange
will be sold to underwriters for offeringto the public; The offering price to the
public will be supplied by amendment. The
amount of the cash payment will be filed
by amendment. v*/..v.;, ....... ,

Proceeds—Entire net proceeds from the
sale to underwriters of unexchanged shares,together with such additional funds as
may be required, will be applied to the
redemption, of the preferred shares of both
plasses not exchanged by the holders forthe new preferred stock.; - ,

Underwriters—Principal underwriters are
Glore, Forgan & Co., Lee Higginson Corp.and Shields & Co.-' Others will be named
by amendment.

Registration Statement No. 2-5598. Form
A-2. (2-23-45).

BURTON-DIXIE CORP. has filed a reg¬
istration statement for 60,000 shares of
common stock ($12.50 par). The shares
are issued and outstanding and are being
sold by Oliver M. Burton director and
chairman.
Address — 2024 South Racine Avenue,

Chicago, 111.
Business — Normal operations consist

principally of the production of fabricated
items for furniture, bedding and automo¬
bile manufacturers. ;

Offering—The offering price to the pub¬
lic is $16.50 per share. .-

Proceeds—The proceeds will go to the
selling stockholder.
Underwriters—Paul H. Davis & Co. headf

the list of underwriters, with the names of
others to be filed by amendment.
Registration Statement No. 2-5599. Form

S-l. (2-23-45).

AMERICAN AUTOMOBILE INSURANCE
CO. filed a registration statement for 75,-
000 shares of common stock (par $4). The
shares are issued and outstanding and
being sold for the account of two stock¬
holders, 50,000 by Katherlne N. McLennan
and Woodbury S. Ober, executors of the
will of Donard R. McLennan, and 25,000
shares by Katherine N. McLennan.
Address—1400 Pierce Building, St. Louis,

Mo.

Business—Underwriting of various classes
of casualty risks and fire insurance risks.
Offering—The offering price to the pub¬

lic will be filed by amendment.
Underwriting—G. H. Walker & Co., Kid¬

der, Peabody & Co., and Huff, Geyer &
Hecht. .

Registration Statement No. 2-5600. Form
A-2. (2-23-45). ..

CONTINENTAL CAN CO., INC., has filed
a registration statement for 150,000 shares
of cumulative preferred stock (no par).
The dividend rate will be filed by amend¬
ment. ; "

Address—100 East 42nd Street, New York
City.
Business — Manufactures a diversified

line of cans and other metal containers.

Offering—The offering price to the pub¬
lic will be filed by amendment.
Proceeds—The proceeds will be added tc

the general funds of the company and may
be used to finance in part a program of
capital improvements and additions when
circumstances permit.
Underwriters—The underwrting group is

headed by Goldman, Sachs & Co. and Leh¬
man Brothers. Others will be filed bj
amendment.

Registration Statement No. 2-5601. Forrr.
S-l. (2-23-45);;

DAVES OF OFFERING
UNDETERMINED

We present below a list cf lssnet
whose i egistration statements were filec
twenty days or more ago, but who9*
offering dates have not been deter
mined or are unknown to as.

ACME ALUMINUM ALLOYS, INC. on
Jan. 29 filed a registration statement for
185,000 shares of common stock (par $1)
and 40,000 shares of $1.10 cumulative con¬
vertible preferred (par $17.50).
Details—See issue of Feb. 1, 1945.
Offering Price—Offering price of pre¬

ferred stock is given at $20.75 per share
and: of common at $8 per share.
Underwriters—Reynolds & Co., and Gil-

len & Co.

A. P. W. PRODUCTS CO., INC. on Jan
27 filed a registration statement for $2,-
000,000 20-year b'/o first mortgage sinking
fund bonds and 40,000 shares of capita)
stock (par $5). . > /. ; -•
Details—See issue of Feb. 1, 1945.
Offering'—Holders of outstanding $2,-

000,000 20-year 6% first mortgage sinking
fund bonds due 1948 are given the privi
lege of tendering their bonds for redemp¬
tion as of April 1, 1945 at 102 % and in
terest, or, in the alternative, to assent to ai
extension of the maturity date to April 1
1965 and the reduction of interest to 5%.
per annum and to receive in consideration
for such extension $25, the amount equiva¬
lent to the 2V2% redemption premium, anc
in addition 20 shares of the company's
($5 par) common stock. The extension
offer will expire at noon Feb. 26, 1945.
Bonds not tendered for extension will be
redeemed at 102 Vi and accrued interest to
April 1, 1945. After the expiration of the
extension offer, an amount equal to the
unextended 6% bonds are to be offered to
the public by the underwriters at the
initial offering price of $1,000 "per unit"
consisting of $1,000 20-year 5% first mort¬
gage sinking fund bond and 20 shares of
common stock.
Underwriters— Allen & Co., Bond &

Goodwin, Inc., E. W. Clucas & Co., R. H.
Johnson & Co.,. Schoellkopf, Hutton &
Pomeroy, Inc., Buckley Brothers, George
R. Cooley & Co., Inc., Brailsford & Co.,
and Ferris, Exnicios & Co.. Inc.

ARKANSAS-MISSOURI POWER CORP.
on Dec. 4 filed a registration statement
for $2,000,000 first mortgage bonds, serie:
A, 3 V'b %, due Dec. 1, 1974.
Details—Bee issue of Dec. 7, 1944.
Offering—The bonds will be offered foj

sale at competitive bidding. / i
,

BENDIX HELICOPTER, INC. on Feb. 2
filed a registration statement for 1,400,000
shares of capital stock, par value 50 cents.
Details—See issue of Feb. 8, 1945.
Offering—Of shares registered 1,000,000

are to be offered presently proportionatelyto holders of outstanding stock on basis
of four additional shares for each five
shares held at $1.60 per share,* 200,000
shares are reserved to be issued when, as
and if certain outstanding options are
exercised, and 200,000 additional shares
are reserved to be issued when, as and. if

, certain stock option warrants to be issued
by the corporation to. the underwriters are
exercised. Such shares of stock as. are not

subscribed for by the stockholders will be
offered to the public by the underwriters
at $2 per share. •

Underwriters—Kobbe, Gearhart & Co.,
Inc., and Bond & Goodwin, Inc., are named
principal underwriters.

BENSON AND HEDGES on Feb. 8 filed a
registration statement for 30,000 shares of
common stock (no par).

Details—See issue of Feb. 15, 1945.
Offering—Company is offering the 30,000

shares of common stock to holders'of out¬
standing $2 cumulative convertible prer-
ferred stock and holders of common stock"
for subscription at rate of one share of
common for each two shares of stock, pre¬
ferred or common, held Feb. 27, 1945. at
$25 per share. Tobacco and Allied Stocks,
Inc., majority owned of outstanding voting
stock has expressed its intention of exer¬

cising its subscription rights and also has
agreed to subscribe for all unsubscribed
shares at $25 per share. '
Underwriters—Agreement with parent

made it unnecessary for company to enter
into any underwriting agreement.

CENTRAL OHIO LIGHT & TOWER CO.
cm Dec. 28 filed a registration statement
for 11,972 shares of preferred stock, cumu¬
lative ($100 par). The diyidend. rate will
be filed by amendment. !
Details—See issue of Janj. 4, 1945.
Offering—Company proposes to invite

proposals for services to be rendered to
it in obtaining acceptances of the exchange
offer of new preferred stock for old pre¬
ferred and for the purchase from It of
such of the 11,972 shares as are not ex¬
changed pursuant to the exchange offer.

DIANA STORES CORP. on Feb. 5 filed
a registration statement for 40,000 com¬
mon stock purchase warrants and 40,000
shares'of common stock par value $1 per
share, issuable pursuant to these warrants.
Details—See issue of Feb. 15, 1945.
Offering—40,000 shares of common stock

are issued and outstanding and are not
offered for account of company.-- Company
is offering 40,000 shares of (common ^ jsuable upon the exercise of ' the stock '
purchase warrants and the payment of $7
per share.

Underwriters—Not named.

FLORIDA POWER CORP. on July 21,
1944 filed a registration statement for
40,000 shares cumulative preferred stock
(par $100). The dividend rate will be sup¬
plied by amendment.
Details—See issue of July 27, 1944.
Offering—Stock Is to be offered for sale

by the company pursuant to Commission's
competitive bidding Rule U-50.
Underwriters — Names of underwriters

will be filed by post-effective amendment.
The successful bidder will name the divi¬
dend rate on the stock. '

GENII CORP. on Dec. 23, 1944 filed A
registration statement for l,86d shares of
common stock. . . - . :

Details—See issue of Jan. 4, 1945.
Underwriters—Company plans-to, sell the

securities registered direct to the public
without the assistance of - underwriters or
dealers. ■■ i- .

Offering Price—Offering price" is $100
per share. ''//'/'v)'; 'vV'
IIERFF JONES CO. on Jan. 27 filed a

registration statement for 60.00J shares of
class A preference stock, par $1. •• The
shares are issued and omsuuuing and do
not represent new financing. ■

Details—See issue of Feb. 8, 1245, V. ■

Offering—The offering price i3 $10 per
share.

Underwriters—Cities Securities Co., In¬
dianapolis, is the principal underwriter,

NATIONAL PRESSURE COOKER CO.
on Dec. 13 filed a registration statement
for 150,030 shares of common stock (par
$2). '

Details—See issue of Dec. 28. 1944.
Offering—Stock will be offered to com¬

mon stockholders of record on Jan. 25,
1945, in the ratio of one and one-half
shares for each share of stock held at $15
per share. Subscription rights expire
Feb. 25.

.j

NORTHERN PENNSYLVANIA POWER
CO. on Jan. 26 filed a regi tration state¬
ment for $4,000,000 first mortgage bonda
due 1975.

Details—See issue of Feb. 1, 1945.
Competitive Bidding—The bonds are to

be sold under the Commission's competitive
bidding rule, with the interest rate to be
named by the successful bidder.
Underwriters—To be named by amend¬

ment. \
Seeks Bids—Company is inviting bids for

the purchase of the bonds, the coupon
rate to be specified in the bids. Bids will
be received by company at Room 2401, 61'
Broadway, New York 6, N. Y. up to 12
o'clock noon, EWT on March 6. ' ;

;

OHIO WATER SERVICE CO. on Dec. 7
filed a registration statement for 80,880
shares of common stock, par $10. The
shares are now outstanding and are being
sold by Federal Water Gas Corp. ...

Details—See issue of Dec. 14, 1944.
Underwriters—Otis & Co. are principal

underwriters.

OLD STAR DISTILLING CORP. on Aug.
14, 1944 filed a registration statement for
5,000 shares of $100 preferred stock, non-
cumulative and non-participating. Price
to public will be $110 per share. • ;/
Details—See issue of Aug. 24, 1944. .

Underwriters—No underwriter named.; ,

SAVANNAH-ST. AUGUSTINE GAS CO.
on Feb. 3 filed a. registration statement
(No. 2-5582) for 6,250 shares of 5% cumu¬
lative prefeffed stock, par $100, and 30,000
shares of common stock, par $10.
Details—See issue of Feb. 8, 1945.
Offering—Offering price of preferred is

$100 per share and that of common $15
per share.

Underwriters—Clement A. Evans & Co.;
Inc.; Johnson, Lane, fa>pace & Co., Inc.;
Robinson-Humphrey Co.; Courts & Co.;
Varnedoe, Chisholm & Co., Inc.; Putnam
& Co.; Kirchofer <fc Arnold, Inc.; Milhous,
Martin & McKnight, Inc., and J. H. Hils*
m«*ia oi Co., Inc..

. . ,i
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"Our Reporter on Governments"
By JOHN T. CHIPPENDALE. JR.

The upward movement of the government bond market continued
last week, with the longer-term taxable issues leading the way, by
registering gains of more than a half a point. . . . The sharp ad-

'

vance shown in the restricted issues, such as the '2%-% due 1956/59
- and the long 21/2's indicates that the savings banks and insurance com¬

panies were important factors in the market last week. . . . The in-
vestable funds of these institutions are piling up, and despite the
high levels of the market, this money has to be put to work. . v .
It is reported that the market for the longer term 2%'s is quite thin,

■ with dealers positions pretty well liquidated, so that a not too sizable
amount of buying serves to put the market for these obligations up

'

z rather substantially. . . .' ■

WHAT'S THE ANSWER?
. ' The market is playing one of the greatest guessing games in its
L> k£*history, trying to figure out the issues that may be offered in the

Seventh War Loan. The range of these guesses are as follows:
li/2% due 1950 or 1951

' "■ 13/4% due 1953/55'
•- • 214% due 1960/62

"
23/8% due 1968/73' - . ■ ,

^
. 214% due 1975/80

Each one is entitled to take his pick although there seems to be
%; many in the "financial district" who believe that there will be. an
4 • offering of a five-year to six-year 114% obligation instead of an in¬

termediate term issue. ... They point out that this will reduce the
cost of financing to the government and would be in line with the

* -present market. . . . If such an offering.is made, it is believed that
it will be combined with a long term 214% or 2%% bond.

The feeling that a. short term 1}4% security will be in the
next War Loan "basket," undoubtedly was responsible for the
run-up last week in the 2% due 12/15/49/51, the 2% due

■ 3/15/50/52, the 2% due 9/15/50/52, the 2% due 9/15/51/53 and
the 2% due 12/15/51/53. . . . The opinion now is that with a
short term issue, the 2's due 1952/54 will go above 102, although
at present prices they do not appear to have too much left in
them. ... „

INCREASED RESTRICTIONS INDICATED
*4 There is considerable discussion as to the possibility that greater

restrictions may be placed upon the Seventh War Loan offerings.
/ - . '. . Some hold the opinion that the commercial banks will not be
allowed to subscribe to the medium term and long term bonds. . . .
Others feel that the savings banks, insurance companies and to a
limited degree, the commercial banks, with savings deposits may be

*

permitted to purchase only limited amounts of the longer term
issues. ...

It was pointed out that if such a procedure were adopted,
trading might not be as profitable as previously for present hold¬
ings necessarily would be retained, at least to a greater degree.

'
, . . This method probably would necessitate an offering of
shorter term issues to commercial banks, generally and this, in

. turn, would create War Loah^ deposits, lessening the urge to
.► create such deposits by bidding/for subscriptions. . . . Regard¬

less of what changes may be made, if any, further large offer¬
ings of government securities will be made. . . .

Because of the high market level for Government issues, many
people believe that the pattern of financing has changed, with new
rates to be expected in the future. ... Up to the present time, the

''Treasury has not indicated that they have been dissatisfied with the
present pattern of interest rates. . . .

However, last year when the British sold intermediate term
1%% obligations instead of the long 2^4's because the long term
debt was increasing too rapidly, and the end of deficit financing
was not in sight, many in this country believed that a change in
our pattern of financing was inevitable. . , ♦

BRITAIN AND THE UNITED STATES
There are many points of difference between Great Britain and

, the United States, and one of the most important of these is that
England is a small, poor nation with a very heavy debt. . . . As a
result England has had to make use of a large short term debt to
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make the interest burden bearable. . . . With a complete monopoly
of the money markets, the British have no doubt about their ability
to finance maturities and accordingly they offered the shorter term
134% bonds in place of the longer 214,s to cut the debt service, ./r . .
Up to the time of the British action in lowering the interest cost, the
pattern of interest rates was set in the United States. ... Not long
after the British brought out the short term 1%% issue, our 2%
bonds started to advance faster than ever before. . . . Many doubtful
people in our country were at last convinced that interest rates in
the United States would not go up, after all these years of still hoping
for 4% governments. ... Suddenly they realized that the eight to
ten-year 2% bonds were not so long, and these bonds over night be¬
come very desirable issues because of the fear that no more of them
would be issued. ... . / . ' " - , _

The British move convinced these people that they must buy
the longer term issues and as a result the 2% and 2^4% bonds

: have been pushed into new all-time high levels. .. . ,

IMPORTANT DIFFERENCE
I , - Now many people in this country feel that we will follow the
British method of financing and make much greater use of the short
term securities. There will be, however, this very important differ¬
ence between what took place in England and what may happen in
the United States.

(a) 111 England the government took the first step to cut the
debt burden. ■

(b) In the United States the financial institutions took the initia¬
tive in cutting the cost of the debt service with the govern-
ment likely to fall in line with this policy.

War Bonds Tax Exempt
Says Treasury Dept.
War bonds are not subject 'to

state income taxes, Daniel W. Bell,
Under-Secretary of the Treasury,
said on Feb. 24, according to
United Press advices published in
the / Chicago "Journal of Com¬
merce" of that date in which it
was further stated:
He (Mr. Bell) telegraphed Ches¬

ter Davis, President of the Fed¬
eral Reserve Bank in St. Louis,
instructing him to correct the im¬
pression that a proposed Missouri
constitution would tax income
from war bonds.
A pamphlet issued by an asso¬

ciation against the proposed Mis¬
souri constitution, Mr. Bell said,
reported that war bond income
would be subject to three taxes.

"The pamphlet conveys an en¬
tirely erroneous impression and
might seriously affect the sale of
war bonds in your state," Mr. Bell
said. ,v -

The pamphlet said a Federal in¬
come tax, a state income tax and
an intangible property tax all
could be levied on income from
war bonds.
But Mr. Bell telegraphed Mr.

Davis that all war bonds issued
since March 1, 1941, "are exempt
from all taxation now or hereafter
imposed on the principal or in¬
terest." v.

Daly & Kelty Formed
Daly & Kelty, members of the

Put and Call Brokers and Dealers
Association, Inc., has been formed
with offices at 60 Broad St., New
York City.
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Frederick C. Adams & Co.
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New England Unlisted Securities
24 FEDERAL STREET, BOSTON 10

Established In 1922 ^ , ,

Tel. HANcock 8715 Tele. BOston 22

N. J, Holland V,-P»
of D. T. Johnston Go.
Announcement is made of the

election of N. J. Howland as a
vice-president of Douglas T.
Johnston & Co., Inc., 247 Park
Avenue, New York City, invest¬
ment counsellors. Mr. Howland
was formerly an officer of W. R.
Bull Management Co., Inc., and
its predecessors.

Hatcher & Company
Formed in Dallas, Tex.
DALLAS, TEX.—Hatcher and

Company, Inc., has been formed
with offices in the Kirby Build¬
ing, to engage in an investment
business. Maurice M. Hatcher is
president of the firm. Mr. Hatcher
in the past was with Beckett, Gil¬
bert & Co., W. K. Ewing & Co.,
and Bain, Emerson & Co.

Mercantile Bank Opens
Investment Department
HAMMOND, IND.—The Mer¬

cantile, Bank of Hammond an¬
nounces the opening of an invest¬
ment department in charge of
John E. Taylor. J /

WANTED
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of Securities if

Hill, Thompson & Co., Inc.
Markets and Situations for Dealers
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